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B. Recommendations

The Project Committee recommends that a $10,000,000 loan and $400,000
grant be authorized in FY1976 under the Food and Nutrition Funding Category
(FAA Section 103) for the purpose of financing the Caribbean Development Bank's
(coB)''Smal |l Farmer Development Prcgram'' as proposed herein. The CDB will repay
the loan over a 40 year period, including a 10 year grace period on principal,
with interest at two per cent during the grace period and three per cent there-
after. It is further recommended that the following vaivers be approved:

- Waiver of 50-50 shipping requirements;

- Authorization of AID-financing of shipping costs on Code 935 (free world)
carriers when U.S. carriers are not available;

- Waiver of marking requirements on small non-U.S. procurements,

C. Description of the Project

The goal of the project is to increase the income and standard of living of
the small farm sub-sector by stimulating small farmer(less than 25 acres) produc-
tion and productivity. The means of achieving this goal is to increase, in
quantity and quality, the productive resources and services available to small
farmers through national and regional institutions.

$10,000,000 of AID loan funds combined with $1.5 million of CDB resources
would be used to establish a ''Small Farmer Development Program' to be implemented
over a k4 year period. The Program would operate within the present structure
of the CDB's .concessionary operations,

The types of sub-project activities to be financed under the Program
include:

(1) agricultural production credit;
(2) agricultural input distribution;
(3) marketing; and

(4) feeder roads.

Overall administration of the program will be the responsibility of the CDB's
Agriculture Division, assisted by other Bank Divisions as appropriate. Assistance
under the Program would be limited to the LDC member countries of the CDB; numely
Antigua, Belize, British Virgin lslands, Cayman lIslands, Dominica, Grenada,
Montserrat, St. Kitts-Nevis-Anguilla, St. Lucia, St. Vincent and the Turks and
Caicos Islands. Participating governments will be required to provide at least

10 of sub-project cost as counterpart contribution.

Prior to the execution of any sub-loan to any LDC the Bank will prepare,
for AID appreval , a "Country Investment Program' (CiP) which would outline the
overall CDB investment strategy for that country. The purpose of the CIPs will
be to help ensure that specific sub-projects selected for financing fit within
an overall country strategy and thus represent a rationat mix of activities in
light of the particular LDC situation. Projects preliminarily identified would
be measured against the CIP for appropriateness prior to in-depth analysis.

The CDB is expected to take positive action in stimulating sub-project activities
wnich accord with the CIP.



The identification, development and selection of specific sub-projects
to be financed under the Program will be carried out in accordance with criteria
and methodology approved in advance by AID, Sub-projects in excess of $500,000
or generating an economic rate of return of less than 15% will be subject to
prior AID approval. (The $500,000 limit will be reviewed fo. appropriateness at
the first project evaluation).

A preliminary allocation of program resources by sub-projects is as follows:

Preliminary Resource Allocation of Program Funds (5$000)

AlD CDB Total

1. Agricultural Production

Credit 4,000 - 4,000

2, Agricultural Input Dis-
tribution 1,000 1,500 2,500
3. Marketing 2,000 - 2,000
L, Feeder Roads 3,000 - 3,000
Total 10,000 1,500 11,500

The preliminary resource allocation is intended to be illustrative only and
is not based on actual projections of sub-projects. The allocations shown are
based on a qualitative determination of what would represent an appropriate mix
of activities based on the results of the CDB's Small Farming Study and the
analyses performed during intensive review. The actual allocations by type
of activity will be based on sub-projects identified and selected in accordance
wi th the procedures described above.

The Agricultural Production Credit Scheme will be implemented through
intermediate credit institutions in the LDCs, i.e. agricultural development banks
and development finance corporations. The CDB currently provides technical
assistance to such institutions in cach of the LDCs through CDB Farm Improvement
Officers (FI0). At least one FI0 is currently assigned to each LDC. For purposecs
of the production credit scheme the CDB will assign onc additional FI0 to each
intermediary institution to provide for in-country supervision of the scheme and
related technical assistance.

The agricultural input distribution element of the program will be financed
by both AID and the CDB. The Bank is currently develoning a regional private
sector project involving the bulk purchase of fertilizers and chemicals for dis-
tribution in the LDC's which will be financed from non-AlID resources. AlD funds
would be available for financing input distribution sub-projects on the
nationa) level. Satisfactory arrangements for the distribution of inputs in each LDC,
will be 3 pre-condition to AlD-financed CDB sub-loans for agricultural produc-
tion "t in the LDC.

th respect to marketing sub-projects, all project sub-loans in excess of
$100,0 will be made directly by the CDB. Smaller loans will be made through LDC
credit institutions, but will be reviewed and approved by the CDB. Both public and
private sector institutions will be eligible for sub-project financing. Feeder road
sub-project financing will be handled by direct CDB loans to national governments.
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The complementary AID grant funds will be used to finance the cost of tech-
nical assistance and training related to the project. These would include certain
types of program and project development costs such as surveys studies, advisory
services to LDC institutions responsible for sub-project implementation and training
of LDC staff. In addition, up to $500,000 of loan funds would be available for
financing CDB direct-hire staff which are responsible for providing project supervision
and technical assistance services related to AiD-financed sub-projects (e.g. Farm
improvement Officers).

D. Summary Findings

Based on the result of the intensive review it is concluded that the proposed
Small Farmer Development Program is technically, socially,and economically sound.
The CDB has adequate capacity to administer the Program including specifically:

- The identification, analysis and monitoring of the types of sub-
projects activities to be financed under the F-ogram.

-  The development of all necessary engineering, financial,and other
plans.

- The ability to contract for and administer services of consultants to
perform special surveys, studies and analyses or to provide technical
assistance to sub-borrowers for which the Bank may not be equipped
to undertake; e.g. social analyses, assessment of environmental impact,
long term marketing assistance to LDC institutions.

The types of sub-projects setected for financing under the program are

appropriate and timely and will address priority constraints in the small farm sub-
sector. The criteria and methodology to be applied in the selection of sub-projects
for AID financing will assure the greatest possible impact on the target groups.

The project meets all applicable statutory criteria as indicated in the com-
pleted checklist attached as Annex A Exhibit 1.

E. Project lssues

The following issued raised during the DAEC review of the IRR for this Project
are reflected in a letter dated 2/19/75 from J.R. Breen (LA/DR) to Mr. William Demas,
President of the CDB (Annex A Exhibit 2):

1. Benefit Incidence and Target Groups:

The project proposed in the IRR was essentially based on a land settle-
ment approach involving a relatively high cost and small target group. In
subsequent discussions between AID and the CDB it was agreed to undertake
a study of the small farm sub-sector in the LDCs to assist in designing a
project which might affect a larger segment of rural population. The
Small Farmer Study was completed in March 1976 and served as the basis for
the project as now formulated. The target group is now significantly re-
defined to include farmers under 25 acres (see Section LV.E).



2. Agricultural Policies

It is generally understood that many government policies create direct
disincentives to the development of aqgriculture in the Caribbean Region.
These policy constraints are discussed in some detail in the Policy
Analysis section of the paper (See Section 1V.C)

In designing the project, consideration was given to the resolution
of this major issue. Criteria and-methodology have been established for
use by the CDB in determining if LDC government policies might jeopardize
the achievement of sub-project and programs expeditions in LDCs. In
cases where such policies are clearly disincentives, the CDB will not
approve proposals for sub-project loans. Non-approval for sub-project
is expected to be followed by explanatory discussions, negotiations and
revisions of policies where necessary and as possible prior to reconsi-
deration of sub-project approval.

3. Commitments and Disbursements of Existing AlD Loans to CDB-SDF

The two prior AiD loans to the CDB-SDF,538-L-001:$10 million and
538-L-003:$12 million,were initially slow to disburse. At the time the
IRR was prepared approximately 9% of AID loan funds were disbursed. In
the Breen/Demas letter, AlD indicated that it would consider total
disbursements of $10.4 million by 12/31/75 as satisfactory progress in the
implementation of prior loans. CDB records show total disbursements of
$7.2 million on loans 001 and 003 at 12/31/75 and $8.3 million at 2/28/76
(i.e. 33% of the $22 million total of these two loans). At current
disbursement rates it is expected that the target disbursement figure of
$10.4 million will be achieved prior to execution of the loan (See
Section IV.D)

L. Commitment of Other Donors

The program outlined in the IRR was to be financed 1/3 by AID and 2/3

from other sources. However, the program as presented herein will be
entirely financed by AID with the exception $1.5 million which the CDB
will make available from other resources to finance a regional agricul-

tural supply project now being developed. The CDB currently has adequate
uncommi tted resources to finance this sub-project. This essentially
eliminates the dependence of the AlID loan on contributions of other donors.

F. Project Committee

Thomas Stukel, Finance Officer (LA/DR)

Bastiaan Schouten, Agricultural Economist (LA/DR)
James Hawes , Rural Development Officer {LA/DR)
Edward Schaefer, Agricultural Economist (LA/DR)
Benjamin Severn, Economist (LA/DR)

Charles Thompson, Engineer (SER/ENGR)



I1. BACKGROUND

A. Project Setting

This project will be executed in the eleven less developed territories(LDCs)
of English Speaking Commonwealth Caribbean which are members of the Caribbean
Development Bank (CDB). The LDCs consist of one independent state - Grenada;
five associated states - St. Vincent, St. lucia, Dominica, Antigua, and St.Kitts-
Nevis-Anguilla; and the British Crown Colonies - Belize, Cayman, Caicos and
Turks, The British Virgin Islands and Montserrat. Al} the LDCs except Belize,
which is on the East Coast of the Central American peninsula, are islands
located in the Caribbean Sea. Not included in this project are the CDB's so-
called more developed countries (MDCs) - Jamaica, Trinidad and Tobago, Guyana,
and Barbados,. and the Bahamas.

The CDB member countries, though bound by a common British colonial heritage
of language, traditions, customs, and tastes, have evolved as separate social,
political and economic entities. Their economies are small, extremely fragmented,
and open.

The problems of small size, poverty, economic fragmentation, and limited
internal markets are especially acute in the LDCs. In 1971, the combined LDC
population totalled about 600,000 - ranging from 120,000 in Belize, the largest,
to 12,000 in Montserrat, the smallest. Most LDC populationsnumber betveen 50
and 100 thousand. The combined gross domestic product of the LDCs in 1971 was
slightly over a quarter of a billion dollars (5230 millior); the per capita GDP
was around $380 - a figure which places the LDCs among the poorest countries in
the hemisphere.

The economies of the LDCs are still characterized by a ''colonial'’ type
structure in that they are extremely open (imports cxceeding 80% of GDP in some
cases), a majority of their export trade is still with the United Kingdom
{around 70% in 1969 - 1971), and their intra-regional Caribbean Community
(CARICOM) trade constitutes only a very low percentaqe of their total trade
(about 6% of LDC exports going to CARICOM countries in 1970 - 1971). LDC
economies thus are much more closely tied to the "wetropole' than they are to
cach other or to other countries inside or outside of the CARICOM Region.

As a part of the British imperial resource deployment, the LDCs specialized
in trading roles; they have retained this role throughout their history to
the present day. Their size has also contributed to an extreme degrec of
specialization; the producing, proccessing and marketing of uncommon commodities
such as arrowroot in St. Vincent and nutmeqg in Grenada is an example.

Responding to the changing fortunes of differing commodities in the world
market, the LDCs have in the past had to shift from one main export product to
another given changing world demand patterns.

As can be seen in Tables 1| and 2, although agriculture at present comprises
a relatively small and declining share of GDP in most of the LDCs, agricultural
exports are still an important component of total exports. Table 2 shows that
the LDCs are, in general, suffering fram balance of trade problems and that
agricultural and food products are an important component of the deficit. Thus,
in principle, good opportunities exist for import substitution.



TABLE 1

CARICOM LDCs - GROSS DOMESTIC PRODUCT (GDP), POPULATION, GDP PER CAPITA, AND

AGRICULTURE AND FOREIGN TRADE AS A PERCENTAGE OF GDP,

GDP GDP Agriculture Exports as Imports as Est. 1974
CARICOM Factor Cost Population Per Capita As Per cent a Per cent a Per cent GNP Per Capita
LDCs (USS000) (000's) Uss of GOP of GDP of GDP uss
Antigua 28.8 66.6 434 3.1 42.6 76.8 370
Dominica 19.8 71.4 277 29.4 34,0 69.9 280
Grenada 32.8 95 .1 346 30.0 29.5 59.7 250
Montserrat 6.3 11.6 538 16.0 19.3 60.2 N.A.
St. Kitts 16.8 45.7 368 24 .4 32,4 80.3 350
St. Lucia 38.¢C 102.5 371 23.2 27 .4 75.8 370
St. Vincent 19.5 38.8 220 24 .8 23.6 80.2 240
Belize 68.9 123.5 550 15.3 20.0 48.0 N.A.
All LDCs 230.9 605.2 381 19.9 27.8 65.1 N.A.

Source: [BRD
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The current setting, the constraints, and the program proposed are
perhaps better understood In the context of the historical evolution of
agriculture in the sub-region. The earliest type of agriculture practiced
was that of the large colonial plantations or estates which were foreign owned
and operated and relied heavily on slave or Indentured labor, The plantations
were primarily export oriented, concentrating on a single crop such as sugar,
bananas, citrus, etc. The foreign exchange earnings derived from these crops
were used to finance the importation of food crops. Small scale farming did
not begin to develop significantly untll the abolition of slavery when the freed
slaves and indentured laborers began to leave the plantations, By this time
the plantations, for the most part, held the most productive lands and what
remained were the marginal lands often located on steep, rocky hillsides which
lacked adequate water control. The high production costs and low output from
these lands offered little economic incentive to the small farmer. This fact,
when combined with the cultural stigma attached to farming as a result of the
colonial past, prompted those that could, to leave the land and seek employment
in the urban areas or abroad. Those who remained were those least able to move =
the uneducated and the elderly. Adding to this already difficult situation has
been the pre-occupation of the emerging independent national governments with
industrialization and tourism to the neglect of agriculture and the rural areas
In general. Until very recently, agriculture has not been recognized as a
necessary base for development, and the LDC governments have not had to address
difficult agricultural policy questions. These historical factors have led to
an agricultural sector which can best be described in terms of its two major
sub-sectors:

|. Plantation or Estate Agriculture

This sub=sector is characterized by large farms usually growing a single
crop for the export market., In some parts of the Caribbean, estates are owned
by the Government, In some other parts, they are owned by local people, but
in most of the Caribbean, estates are owned and operated by foreign companies.
These estates are frequently vertically integrated from the production of
the primary crop through the processing and marketing of the finished product.
Bananas, sugar, citrus, coconuts, limes, and cocoa have historically been grown
by estates,

Estates are generally well financed and have well trained research and
management staffs - a high proportion of whom are usually expatriates. In
addition, estates enjoy the advantage of being able to sell most of their output
to one of the major powers at a preferentlal guaranteed price. In most cases,
estates have little linkage with the domestic economy, Most capital equipment
and supplies for operating the estatas, as well as for any processing that is
done locally, is brought in from outside, Most profits made by foreign=owned
estates, leave the region for investment abroad, thus lessening potential capital
formation.

Estates generally pay a relatively small proportion of their total revenues
to the host governments In taxes, land rental, or import duties on supplles,
Furthermore, since many of the technicians and management personnel are expatriates,
the major contribution of the estates to the economy Is the employment of sarying
quantities of relativwlyunskilled labor,




2, Peasant Agriculture

Peasant farms are generally small sized and located on marginal lands. |In
the main, production practices remain primitive and farmers In some areas do not
even have or use a simple animal-drawn plow, The conditions combine to produce
relatively low yl=2lds.

Peasant farmers grow both export crops and food crops for the domestic
market, Export crops = especlially bananas - are sold to large integrated firms
that may produce and market these same crops for their own account as well. This
outlet prusents the small peasant farmer with a ready market at relatively stable
prices that are known well In advance of delivery of the crop.

Food crops, mainly the starchy foods and some vegetables, grown for the
domestic market are sold either by the farmer himself at road-side stands, at
a farmers' market, or through market vendors (higglers, hucksters). When
growing for this sector, the farmer faces an uncertain market situation. There
Is generally little communication of market Information, poor transport conditions,
and, because of the small markets, relatively small changes in supply result in
wide price fluctuations, Most of the products are sold with little or no grading
and there are usually few incentives to improve quallity.

The Caribbean agriculture sector has failed to adjust to the changing social
and economic forces In recent decades, Production costs in both sub-sectors have
not kept in line with those of other producers. Per capita production of food
has declined In the last decade and the CARICOM Region has switched from an
agricultural surplus to a deficit area, currently importing $150 million of food
products per year, Farm incomes are far below those of other population groups.

The principal reasons for the decline of agriculture in most of the LDCs
are related to competition from other higher growth sectors for limited resources.
he agricultural sector In most LDCs has had to compete, principally with tourism,
for land and labor resources. Tourism has also generated foreign exchange which
has parmitted the maintenance of exchange rates which are increasingly placing
the arca's agricultural exports at a competitive disadvantage to other producers.,

Because of the LOCs speclal relations with the United Kingdom, many LDC
gaport crops have,to the present,received special preferences within the U.K,
narkel T™his is especlally Important for bananas which is the leading LDC
agriculiural forelgn exchange earner, as well as being the most important small
farmer cash crep In most LOCs, At present, with the entry of the U,K, into the
Luropean Common Market, the continvation of U.K./LDC export preferences is in
doubt, African and Latin American producers undoubtedly have a comparative
advantage over the LDCs In most of the principal LDC export crops. Similarly,
most present LDLs crops would not be competitive in alternate (e.g. North
American) markets. The prospective termination of U.K, preference may well
be the death knell for the LOC banana industry and as well as for many other
saricultural esports = most of which, like bananas, would not be competitive
on warld markets,
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The medium and long~term prospects, then, are for a realignment and
restructuring of the LDC agricultural sector activities. in general terms,
what is foreseen is the following:

-~ As special export preferences end, a further decline will occur
in the plantation sub-sector; it is anticipated that many presently
underutilized estates will be broken up - many will become available,
either through expropriation or land rental, to the small farm sub-
sector, others will move into non-agricultural uses.

-- Increasingly, land previously dedicated to present export crops
will tend to move into import substituting high value food crop
and livestock activities,

-~ In order to stay in production, present export crops will have
to have lower production costs.

== New export crops in which an LDC comparative advantage does exist
will have to be developed to replace existing inefficient ones.

It is in the context of the foregoing that the present Small Farmer

Development Program will be executed - a context which presents both constraints
and opportunities.

B. Major Constraints and Opportunities in the Small Farm Sub-sector

The ultimate viability of the economies of the Caribbean Commonwealth LDCS
depends in part on the revitalization of the agricultural sector. Because of
the predominant role which the small farmers play in this sector, an understanding
of the factorswhich limit the performance of small farmers is essential. Studies
of the IBRD, CDB, UWi, and other institutions have identified a comprehensive
list of constraints which exist within the region. They encompass the universe
of political, social, cconomic and technical factors which hinder small farmer
performance in gencral. These constraints vary in degree and combination between
the Caribbean states, but in general they add up to an agriculture in which the
small farmers' contribution to the economies of the countries falls far short
of its potential.

The Caribbean Development Bank's Small Farming Study, joincly financed
by the CDB, CIDA, and AID and prepared by Weir's Agricultural Consulting Services
Ltd., Jamaica (February 1976) provides a description and an analysis of the
constraining factors to small farmer development which exist in each of the LDCs
studied. These factors vary considerably from country to country, but many are
common to most of the countries in the Region. A brief summary of major constraints
and an analysis of strategic opportunities to relieve them in eight of the eleven
LDCs follows:

1. Belize
a. Constraints
- Institutional weaknesses of research and extension services.

- Lack of credit to small farmers.
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Lack of proper titles to land.
Inadequate price policies and marketing arrangements.

Dispersed rural population.

Opportunites to Address Constraints

Provision of institutionalized credit to small farmers.
Reorganization of Marketing Board to function more effectively.

Re-assessment of pricing policies to assure adequate
remuneration to producers and reasonable prices to consumers.

Consolidation of rural population via village service units,
roads, and communications systems.

2. Grenada

Constraints

A clear land policy is lacking.

There is lack of adequate marketing infrastructure, including
a lack of information on market prices.

Disincentive prices exist for locally produced products as
opposed to imported food.

Inputs for livestock sub-sector are lacking.

Land resources for crop production is extremely limited (8.6%
of total area).

No national development plan exists.

Heavy dependence on bananas, nutmegq, cacao.

Opportunities

The 'Land for Landless Program'' restructured and implemented
more effectively,

Improvement of private marketing system for food products or
establishment of alternative public market institutions and
services, including information systems.

Revision of price policies of domestically produced food based
on cost of production or world market prices.

Establishment of mechanisms for sales/distribution of inputs
for the livestock sub-sector.

Development of a National Plan with provision of diversification
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programs for small farmer crop and livestock enterprises.

3. Dominica

4. st.

a.

Constraints

Inadequate road network.

Fragmentation of small farmer land holdings.

Shortage of labor for agriculture.

Except for bananas, technology leveis for crops are low.
Inputs for livestock sub-sector not available.

Government policy provides emphasis to export crops with
little policy emphasis directed specifically toward small
farmers.

Lack of credit for food crops.

Lack of price incentives to increase production.

Lack of efficient marketing.

Opportunities

Program for construction of main and feeder roads.

Land reform program of mass cooperative farms or land
distribution via convantional methods.

Provision of inputs for livestock sub-sector with emphasis
in poultry and eqgs.

Revision of government policy to provide greater incentives
to small farmer production.

Provision of short-term production credit with inputs to
small farmer enterprises.

Radical improvement in marketing, i.e. refrigeration storage
within Marketing Board facilities.

Program of crop diversification from bananas to domestic
food production, and al ternative export crops.

Vincent

a.

Constraints

Lack of clear land policy.
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Lack of refrigeration/storage/marketing infrastructure and
marketing mechanisms in food crops.

Emphasis on export crop (bananas).

Lack of short-term agricultural credit for small farmers.

Opportunities

Use of one agency such as Marketing Board or Agricultural
Corporation for providing credit, input and output marketing
services and resources for domestic and export products.

Program of land distribution and land development for small
farmers.

Construction of export marketing infrastructure (refrigerated
storage, packing prior to shipping).

Expansion of agro-industries to process domestic agricultural
produce,

Diversification out of banana mono-crop economy to
alternative crops.

Upgrading of the level of technical and advisory services
of Ministry of Agriculture.

Development of sound government price policies to assure
reasonable support prices to producers.

Improvement in inter-island shipping facilities.

Lucia

a.

Constraints

Small farmer is disadvantaged in the dichotomous farming
system in terms of land, capital, inputs, rural infrastructure
and the mono-crop banana economy.

information on the small farm sector is non-existent, un-
available, inaccurate or superficial, especially on farm labor
organization, management, supply and utilization.

Clear land policy is lacking.

Poor marketing arrangements exist.

Returns to farmers are low in relation to costs.

Communication gaps and poor relationships with Banana

Associations result in feelings of powerlessness by small
farmers regarding marketing alternatives.
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Lack of feeder roads in some areas.

Opportunities

Revision of policy and institutional disincentives by
government.

Provision of programs of short term production credit
for small farmers.

Road construction in selected small farmer production areas.

Provision of incentives for diversification from bananas
to other crops by small farmers.

Establishment of information gathering, compilation and
analysis mechanisms for small farmer sector.

Restructure land tenure policy through government legislation
and implement land tenure program.

Provide for improved marketing mechanisms in public and
private sectors.

Montserrat

Constraints

Lack of reliable markets.
Lack of reasonable pricing policies.
Inadequate facilities for inter-regional freight

shipments of agricultural produce.

Opportunities

Explore markets for trade expansion and improve markets
for domestic production,

Provision of increcased amounts of credit and inputs at
reasonable prices to small farmers through the Development
Finance and Marketing Corporation which will also be responsible
for public sector buying and selling.

Shift in government policies to encourage small scale farming.

Kitts/Nevis

a.

Constraints

Little information available on a small farmer food crop,
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- livestock and fisheries enterprises.

- Advanced age of farmers and aversion of young people to
farming results in high unemployment rate (20 - 26%) among
males of 14 - 24 years.

- Inadequate land resource base and insecure land tenure

- Non-availability of plant material.

- Decline in agricultural production in spite of lack
of growth in tourism.

- Poor market mechanisms and prices.

- Inadequate availability of inputs for small farmers.

b  Opportunities

-~ Develop information systems for the small farmer sub-sector.

- Revision of government policy to revive small farm production.

- Conduct specific programs to re-settle farmers to efpand
domestic food crop production (for example the SIRO Project or

similar programs).

- Provision of credit, inputs and market services to small
farmers through the Central Market Corporation.

- Promotion of fisheries and livestock activities for small
farmers in Nevis.

8. Antigua

a. Constraints

- Land resources not appropriate for major crop production
efforts (6.8% of land is appropriate for cropping).

- Average size holdings are very small (1 1/4 acres).
= Competition of the tourism sector for labor has raised
labor costs to agriculture and has encouraged part-time

farming.

- Poor marketing procedures result in high losses (about 30%)
due to spoilage and shrinkage.

= Credit lines formerly available for small farmer production were
discontinued.

= Lack of institutional framework for future growth of small farming.

|Sugar Industry Rescue Operation.
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- Limited attempts by governments to encourage domestic
agriculture by small farmers.

b. Opportunities

- Promotion of pasture animal agriculture which is appropriate
for the land and climate resources.

- Strengthening of the Central Marketing Corporation for
marketing and input services to small farmers.

- Provision of credit for inputs with supervisory technical
Assistance.

As illustrated above, the specific mix of constraints and related
opportunities varies from country to country in terms of content, number and
degree of severity. There are, however, several conditions which are common
to the LDCs. In most of the LDCs studied, the policy and institutional dis-
incentives appear to be important factors inhibiting small farmer development,
The other factors mentioned repeatedly were lack of inputs, lack of short
term production credit, poor marketing, and lack of feeder roads. These
factors, while not being constraints to the development of estate type
agriculture posc serious limitations to the ability of the small farmers to
expand and diversify. With a further expected diminishing of the banana
export industry in the Caribbean in future years, small farmer diversification
to other export or domestic crops and livestock is necessary. There is strong
evidence of a new awareness on the parts of the LDC governments of the need to
shift emphasis to small farmer production of domestic foods. New policies,
strategies, and programs in this direction are just beginning to emerge.

This shift of emphasis will require institutional reorganization, re-
allocation of resources, new mechanisms, increases in services to small farmers,
new policies regarding land tenure, minimum guaranteed prices to farmers,
Carefully planned programs of, production are needed to meet inte:snal consumption
needs and to exploit opportunities for export of fresh or processed surplus

production to inter-regional or extra-regional markets. In bringing about the
above changes, the principal inhibiting factors should be addressed, to the
extent possible, in a legical sequence. U is expected that the CDB will

have a considerable degree of influence with LDC gevernments in deternining
the priority in which limiting factors should be addressed. Priorities will
vary from country to country. Availability of inputs, short-term production
credit, marketing,and feeder roads have been identified as limiting factors in
the LOCs for which AID can assist the CDB in providing needed resources and
services. In the area of gecvernment policy, institutions, budget resources,
and technology, the (DB through the resources of this Project will also have

a considerable degree of indirect influence in bringing about reform.

In summary, the rationale for the selection for the four areas of
emphasis for AID resources is based on the need to address the principal con-
straints common to all LOC small farm sub-sectors.



S 56 e

Cl Relationship to Other AID Programs

1. CARDI Grant (FY76)

AID grant assistance is being provided to the Caribbean Agriculture
Research and Development Institute (CARD|) in FY76, FY77 and FY78 totalling
$425,000. This assistance will enable CARD| to establish 3 research and
demonstration centers in Belize, St. Kitts and St. Lucia where work will be
performed in promoting agricultural production efforts by small farmers. .
Research will be conducted on not more than two or three crops to develop '
technical recommendations, train Ministry of Agriculture per -anel and
farmers, and to promote production programs In selected crops. This research
and development work is considered to be complementary to this Project and
especlally to sub-projects that will be conducted in Belize, St. Kitts and
St. Lucia. LDC governments and the CDB have requested that CARD| conduct
cassava research and development work in several locations to prepare for
eventual plans to augment wheat flour with 15 or 20% cassava flour. Savings
in foreign exchange through use of import substituting products will be
substantial for the entire region,

There is no duplication between the current AID supported CARDI|
project and the planned involvement of CARD| in cassava.

2. UWW.!l. Loan (FY76)

AID recently executed an $8.5 million loan to the University of the
West Indies (UWI),$approximately 1/3 of which is to assist the University's
school of agriculture in the areas of research and extension. To a large
extent, the research facilities to be built will be used by CARD| for applied
research on the production, processing, and storage of small farmer crops.
The UWI's extension program which provides outreach services to the LDC's
ministries of agriculture will also be assisted by the AID loan. In addition,
the UWl's capacity to train agriculturalists will be enhanced. The proposed
CDB program will have only limited direct effect in any of these areas, which
are nonetheless serious constraints to the development of the small farm sub-
sector in the long-term. Thus, to the extent the UW!|'s capacity to address
these constraints is increased, the UW| Loan complements the proposed CDB
project and represents an integral part of AID's strategy for assisting
agricultural development in the Caribbean.

3. LAAD/Caribe Loan (FY76)

An AID loan of $6,000,000 was recently made to the Latin American
Agricultural Development Corporation (LAAD). Although the LAAD/Caribe loan
may finance agribusiness sub-projects in the LDCs of the Eastern Caribbean
Region, little if any, such activity is anticipated in these countries. LAAD/
Caribe's major emphasis will be in Colombia, the Dominican Republic, Haitl,
Jamaica and Panama. CDB and LAAD officials have, however, discussed the
possibility of LAAD providing technical assistance to the CDB in the areas of
marketing and agribusiness on a contract basis., It is very likely that the
CDB may contract for required assistance for the marketing activities to be
financed under the proposed small farmer development program; LAAD is a
possible source.

Come st ey
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4. Proposed CDB Regional Agribusiness Davelopment Loan (FY77)

The FY77 Congressional Presentation includes a $5.2 million loan to
develop agribusiness in the Eastern Caribbean, based on the increased production
and participation of small farmers. That loan would directly complement this
Project by helping to ensure larger and more stable markets for small farmer
crops. |t represents a logical follow-on to this Project. In view of the
intimate relationship of agribusiness with the production - marketing systems,
it Is also appropriate that the two programs overlap and be implemented con-
currently so that the greatest mutual benefit may be obtained from the two
activities.
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111, PROJECT DESCRIPTION

A. Goal Purpose and Strategy

The goal of the Project is to increase the income and standard of
living of the small farm sub-sector by stimulating small farmer production
and productivity, The purpose of the project is to increase the productive
resources and services availlable to small farmers through national and
regional institutions.,

Although the entire Caribbean agriculture sector has been in a decline
for the past 10 to 15 years, those institutions which have served agriculture
during this period have tended to concentrate on the estate system and on the
traditional export crops. Much of the research undertaken in the Region during
this period, including that of the UWI Regional Research Center (now CARDI)
focused on export crops. Little research was done on small farmer crops or
cropping systems, The majority of available production credit and inputs
which have been provided by commercial banks and growers' associations has
been for export crops. The services and policies of governmental institutions
have also heavily favored export oriented estate agriculture., Furthermore,
although approximately 35% of CDB lending to date is to the agriculture sector,
most of the existing Bank programs have not been specifically targeted to the
small Farm sub-sector, CDB agricultural policy in the LDCs was based on a
view that both estate and peasant agricultural sub-sectors were inefficient
in their utilization of resources. With this in mind, CDB programs have
concentrated on the development, through land settlement schemes, of a new
class of middle income farmers which would provide a more efficient mix of
human and land resources. Exceptions to this approach are the Bank's feeder
road projects and its '"Farm Improvement Credit Scheme'' which has provided a
source of medium to long term credit to small (and large) farmers through
national intermediate credit institutions.

The proposed loan and complementary grant assistance are designed to
provide financial resources and technical assistance to the CDB in order to
increase its capacity to respond to the needs of the existing small farm sub-
sector. The project provides for the establishment of a ''Small Farmer
Development Program' within the CDB.  The policies, criteria and methodology
by which the Program is defined, would represent an innovative approach to
agricultural lending for the CDB., While the CDB will continue to utilize the
land settlement approach to agricultural development in view of its potential
for improving land utilization in the Region, the AID financed program will
enable it to carry out concurrent and complementary activities aimed at
existing small farmers.

Furthermore, the technical assistance and training provided through
AID financing and by CDB staff and the involvement of intermediary Institutions
and LDC Governments in the implementation of the program is expected to further
develop their capacities for responding to small farmer needs,

M
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B. Operation of the Small Farmer Development Program

The proposed Small Farmer Development Program, funded by $10 million of AlD
loan funds and $1.5 million of CDB resources, would operate within the present struc=
ture of the CDB's concessionary operations and would be implemented over a 4 year
period, Participating governments will be required to provide at least 10% of sub=
project costs as counterpart contribution. Assistance under the Program would be
limited to tihe LDC member countries of the CDB; namely Antligua, Belize, British Virgln
Islands, Cayman Islands, Domlnica, Grenada, Montserrat, St.Kitts~Nevis=Anguilla,
St. Lucla, St. Vincent and the Turks and Calcos Islands. The typas of sub-project
activities to be financed include:= (1) agricultural production credit, (2) agricul=
tural input distribution, (3) marketing and (4) feeder roads. Overall administration
of the Program will be the responsibility of the CDB's Agriculture Division, assisted
by other Bank Divisions as appropriate.

Prior ta the execution of any sub-loan to an LDC, the Bank will prepare, for AlD
approval, a '"Country Investment Program'' (CIP) as outlined in Section 111.C.1, below.
The purpose of the CIPs will be to help ensure that the sub-projects selected for
financing fit within an overall country strategy and thus result in a rational mix
of activities in light of the particular LDC situation. Projects preliminarily
identified would be measured against the CIP for appropriateness prior to in-depth
analysis. The CDB is expected to play a signlficant role in stimulating sub-project
activities which accord with the CIP,

Identified projects which fit within the CIP will be further developed and appralsed
in accordance with the criteria and methodology described in Section 111.C.2, below.
With respect to feeder roads and marketing, the types of analysis require some modifi=
cation in existing Bank practices. For instance, the criteria relating to benefit-
incidence and environmental impact of sub=-projects have been added. All sub-projects
which exceed 5500,000 or penerate an economic ate of return of less than 15% will be
subject to AID approval, (The $500,000 limit will be veviewed for appropriateness at the
first project evaluation),

The '""Agricultural Production Credit Scheme'' will be implemented through inter=
mediate credit institutions in the LDCs, {,e, agricultural development banks and
development finance corparations. The CDB currently provides technical assistance
to such institutions in cach of the LOCs through CDB Farm Improvement Officers (F10s).
At least one FIO is currently assigned to each LDC, For purposes of the production
credit scheme the CDB will assign one additional FIO to each intermedliary institution
to provide for in-country supervision of the scheme and re'ated technical assistance.

With respect to marketing sub=projects, all project sub-loans in excess of
$100,000 will be made directly by the CDE Smaller loans will be made through LDC
credit institutions, but will be reviewed and approved by the CDB. Both public and
private sector institutions will be eligible for marketing sub-project financing.
Feeder road sub-project Financing will be handled by direct COB loans to natlional
governments,

The agricultural input distribution element of the Progz m will be financed

both by AID and CDB, The Bank Is currently developing a regional private sector project
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Involving the bulk purchase of fertilizers and chemicals for distribution in the LDCs

(see Section 111.C.2.b, below) which would be financed from non=AlD resources. AID '
funds would be used to finance input distribution activities on a national level.
Satlsfactory arrangements for the distribution of Inputs in each LDC, will be a pre-
condlition to AlD-financed CDB sub-loans for agricultural production credit in the r
LDCs.

C. Crlterla and Methodology for Sub-project Selection

1, Country Investment Plans

In order to help ensure that specific sub=projects to be flnanced In the 11 LDCs
are rationallized in terms of the countries' and Region's development prioritlies, the
CDB will develop for AID approval a '"Country Investment Plan' (CIP) for each LDC. 'This
would entail a preliminary programming of the resources to be provided under this
Project for each LDC and would be used to make an initial determination of the appro-
priateness of preliminary identified sub-projects,

Each CIP should contain:

- a statement of overall strategy
a rationale for the types of sub-project activities
to be undertaken in light of other activities planned or underway

= a summary of priority constraints to be addressed by the Program

= an estimated budget by type of sub=project

= a preliminary listing of possible sub=projects which merit further
deve lopment

- an analysis of policv constraints and disincentives to small farmer
agricul ture.

The C1P, prepared {n consultat! ith the LDC, would be based on the Ssall
Farmer Study, country development lant {f avallable, LDC listing of priority feeder
road szub=projects and augl thet o faon on the sector as may be avallable
sub-project Appraisals
sub=projects preliminarily idencl! appropriate for financing under the Small
Farmer Development Program will | woralsed | accardance with the rullrminq criterla
ind mathodology
) J‘;;ril Mtural ¥ juctiaon Lreadl
The guidel Ings, | ! | guverning the production credit element
this project reflect th | 4 4 swwerall purpose In that productive resources
will be made avallable U 11l farmer n the LOC countries of the COB through the
LOC's Developmint Fina Lorparation ¥ These guldelines, criteria and policies
will be Incorporated into a Product| it Program (PCP) which will form the basis
for agrecment between the LD and the LDLs. The PCls will i‘l‘iulall"'.
(1) Th CROuUTT ) i 1ab]s the COO will Lo usaed for short=tern
proguction cruedit poto 18 sonths) and madiu taty Invest=ent
cradit (18 1
(2) The beneficlaries of the credit program will be small farmers whose
land haldings (omn nd rented) are less than 25 acres.
|
{(3) The beneficlarias of the credit program must derlve a2t least one* V
half of thelr lncomas from ag¢ |iu*'uf4| and livestock activities, i



http:order.to
http:eore-.AM

(4)

(5)

(6)

(7)

(8)

(9)

-23-

Freehold ownership of land as collateral will not be required, “
A farmer may be required to show secure tenure for a perlod equal

to the cropping cycle, and for this purpose a written lease or rental

agreement will suffice.

Fishing projects will not be eligible for credit under this program
although aquaculture can be considered for financing.

Because It Is anticlipated that crops liens will play a maJor role In
securing production credits, the PCPs will Indicate that the LOCS, from
other resources chanelled through the DFCs , w111 provide adequate

fleld supervisory and collection personnel; these LOC government
contributions will form a part of the 103 counterpart contribution
normally required by the CDB,

The PCPs will project production credit needs a year ahead and will be '
updated on an annual basis.

The PCP will contain an analysls of the production Input avallabliity
and timeliness of supply probles, If any., The PCP will spell out in
detall what measures will be undertaken by the OFC to assure proper
supplies, should avallabllity be a4 problen The COB in Its reslow of
PCPs will establish that Input avallablilities will be adequate to swply
credit generated demand.

The PCP's will be based on the tfy Investient Plans (CIFs) nentiongd
elsewhere In this paper and more speciflcally wil
a. gstimate credit requl resents WLOrdance with marset possisi-
livies and plans on a
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program and the general conditions of eligibility, Both the education
and divulgation campaigns will be borne by the LDC governments and
will be counted towards their meeting of the 10% LDC contribution
requi rement,

Loans made to farmers will be based on farm plans developed Jointly

by the farmer and the DFC credit supervisop., These farm plans will

form a part of the farmzr's loan application. As part of the applica-
tion, Information will be gathered as to the farmers’ previous year's
agricul tural activities in order to establish his eligibility for the
program, The application of every fifth farmer chosen in order of
application will contain in addition to the farm plan, a questionaire
similar to that used in the Small Farming Study, from which an account
of his enterprise could be constructed and his attitudes toward the
program assessed. Copies of the applications including the questionaires
will be sent to the CDB which will tabulate them for purposes of program
monl toring and evaluation.

The small farmer production credit sub=loans may be used for the fallowing
purposes:

(a) Expenditure associated with the production process including land
preparation charges, land rent and lease payments, planting, seeds,
fertilizers, weed control, pest and disease control, harvesting,
bagqing, cleaning, grading, irrigation charges, etc.

{b) Compensation for hired and lamily labor,

[ Expur r || ' , tools, supplies, and materials
el ! | } vestock dactivities.

e farm irrigation schemes, for the
or for the bullding of on=farm

tended sub=loan under this credit

v length of grace period on principal

208 of the value of DFC sub-loans under
tion periods exceeding eighteen months.

or borrower under thig credit element
L1l be reviewed for appropriateness

edit element will be at least

bank prime lending rates (at present

K premioumy the risk premium will be
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(17) To manage the credit element the CDB will establish a new Farm

(18)

(19)

(20)

b,
(1)

Improvement Officer (FI0) In each DFC participating In the pro-
gram. The costs of this CDB FIO will be borne by the DFCs or LDC
governments. |f required, the CDB may make AID loan funds avallable
to the DFCs for meeting FI0 costs.

Production credit from AID funds will not be available for the followlng
crops and purposes:

(a) the cultivation of cotton, tobacco, soybeans,
(b) the purchase of land, and

(c) the purchase of items for which AID funds cannot be used
according to existing and future laws and regulations.

Under this project women must have access to credit on an equal basis with
men. The CDB will therefore review lending policies of DFCs and LDCs to
assure that no policies, regulations, or practices exist which discriminate
against women's equal access to credit.

In no case will small farmers borrowers be required to employ credit
resources for input procurement from a single source of supply.

Agricultural Inputs

Types of Activities to be Financed

The sub=~projects proposals involving aqricultural inputs which are expected to
be developed for CDB concessionary financing or other source funding are of two
possible types:

Special Fund sub=projects with public fnstitutions (LDC Governments,
Marketing Boards, Development Finance Corporations) and private
entities (agricultural co-ops, crop assdciations),

Sub-projects with a mixture ol SOF and other source funds with Governments,
CDB and private enterprise.

Special Fund Sub-Projecls:

The CDB anticipates that LDC Governments and/or DFCs will submit proposals for |
loan funding to initiate, reorganize or strengthen existing or new institutional !

mechanisms

to provide for many types of agricultural enterprises. These mechanisms

would provide for cash sales and credit arrangements for purchase of inputs. The :
inputs include agricultural chemicals, tools, equipment, seed, plant materials,

animal agricultural supplies and materials and other miscellaneous items. To extent
possible the provision of credit, inputs and credit repayment will be integrated into 5
one organization (such as the Development Finance and Marketing Corporation model

which has

been initiated in Montserrat).
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In countries where more than ope institution is involved, formal arrangements
of understanding will be developed between these organizations to assure that mechanisms |
will be in existence to provide for coordination and cooperation of functions that are
related and Inter-dependent (l.e. credit for inputs and arrangements for making X
collections). Projects developed and proven feasible by the LDC Governments, DFCs
and the CDB might also be of a type to provide assistance to private sector entities
such as farmer groups, grower assoclations and farmer cooperat|ves.

Mixed Funded Input Projects:

A multitude of possibilltles exist for organizational arrangements to provide
for CDB, DFC, Government and outside donor financing of [nput systems to serve
small farmers. An example of such an arrangement [s the Reglonal Agricultural Input
Supply Project in the Windward Islands (Dominica, St. Lucia, St. Vincent and Grenada).
This project will provide facilities and services to purchase, handle, store and
distribute fertilizers and other chemicals. The proposed project is expected to
establish one limited |labllity company in each of the participating territories.
The Reglonal Project will be inltfated in the Windward Islands and expand to the
interested Leeward Islands at a later date, The companies In the territories will
be affiliated through a holding company which will provide for centralized operations
under expert contract management Lo determine fertilizer needs of the Region, determine
sources and negotiate prices, receive, and store fertllizers and other chemicals.
Feasibility of centralized bulk handling, mixing, bagging, and storing will be
determined as opposed to a bagged type operation. Governments, the CDB and private
sector reglonal suppliers wlll be involved in capitalization and promotion of the
project. The CDB loan, if approved by its board of Directors, would be for approxi-
mately $1,500,000. Major users of the fertilizers (including small farmers) would

be the ultimate owners of the companies. Initially the CDB may hold equity in the
enterprise which would eventually be transferred to farmers. The current status of
the project is that technical feasibility studies are being planned. Other
feasibility studies are also being developed for Financial and administrative
arrangements of the project including payment procedures, interest rates, interest
periods and other factors that affect the economic and financial viability of the
project,

(2) L‘.l'ilul‘ff_ﬂ I__(_)__ AlD _}‘_I'_r-_vll_f_._ﬁl'_ll_xj

Plans for the purchase of fertilizers for use by small farmers should consider
the type, analysis and quantlities by season of the year, These fertilizers should
correspond, to the extent possible, to the expressed needs of participating farmers
or farmer organizations. These needs should be based upon farmers' plans and/or

Ministry of Agriculture plans of annual production which ip turn would be based on
llnl(”‘ing\iun oOf wff‘l‘)L.I ive domestic demand or |lf)SS“JIE L‘XDOI’t markets for pdeUCE.

Plans and management procedures should be developed and implemented by project
management to assure that small farmers will receive adequate quantities of correct
fertilizers in a timely manner Participation by small farmer organizations should
provide opportunities for quantily discounts based on economy of scale savings in
sales and distribution




- 27 =~

Plans should be developed and implemented to provide technical advice to farmers
or farmers' groups when needed. Short-term production needs for small farmers' crops
such as vegetables, fruits, root crops, cereals, pulses and speciality crops which
increase food productlon or Inczome of small farmers should be included. Input items
for crops would Include such materlals as fertilizers, Insectlicides, fungicides, pest
control materials, seeds, plant materials, tools, equipment, and supplies of the
types, quantities, size and deslgn appropriate for small farmer operations.

Inputs for animal agricultural enterprises such as medicines, antibiotics,
vaccines, baby chicks, starter feed, equipment, tools and other needed materials would be
appropriate provided their use is technically, economically, and socially feasible,
Quantities, types and availabilities would be determined based upon demand information
for these materials and the resulting output products.

Determinations should be made that inputs intended for use under the sub-projects
would not be detrimental to the environment, would not constitute human health hazards
or would not be deliterious to existing cropping systems and the related eco-system
within any of the eight LDCs.
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Gt Harketing

The purpose of the marketing component of this loan is to assist the CDB
in motivating, mobilizing and institutionally strengthening not only their
marketing analysis and management capablilities but also those of the partl-
clpating DFCs and territorial Marketing Boards and to a lesser extent other
varlous public and private agricultural marketing organizations In the lesser
developed countries of the English speaking Caribbean,

Benefits to the target farmer and to these organlzatlons are expected to
result In more efficient and effective utilization of physical and human
resources and Increased agricultural incomes as well as the minimizing of
spoilage and wastage resulting in increased availabilities for both internal
use and for export.

(1) Types of Marketing Activities Anticipated

It is anticipated that the majority of the loan funds under this element
will be devoted to improving the range of marketing functions now being provided
by each territory's Marketing Board as well as expanding their realm of
operations. Annex B Exhibit | provides an illustrative example of a Marketing
Board project.* The implementation of the various marketing sub-projects will
be handled through the Marketing Boards, the Development Finance Corporations
(DFCs), and to a lesser degree any other public or private institution which
the CDB and the appropriate DFCs determine as playing an important role in
small farmer agricultural marketing., Direct CDB loans and loans through
DFCs wi]l be made in.,accordance with the terms and conditions of its
concessionary operations.

The types of marketing sub-project activities anticipated for financing

include:
Construction of physical facilities and necessary equipment
and infrastructure, such as, dry and cold chill storage
facilities, rural buying and selling stations, public
wholesale/retail marketing facilities, rural primary
assemble centers (washing, grading and packaging facilities)
as well as limited on-farm and small community processing

and storage facilities;
- Market Lransportation improvement projects including domestic,
intra and extra-regional movement of inputs as well as

outputs;

- Market intelligence and divulgation systems;

- Speciai industrialization of marketing inputs such as
packaging materials;

* The example shown is for illustrative purposes only and will not be
financed under the proposed program. The project {s currently being
implemented and financed from non-AlD resources of the CDB,

£
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- Assistance to private marketing Iintermediaries (higglers)
both individually and cooperatively, for working capital
as well as investment capital;

- Special studies and research projects including price,
marketing, and related taxation policies;

- Technical assistance for establishing product grades and
standards, regulations, and legislative standards;

- Technical assistance for marketing operations and management
and support staff training; and

- Establishing a coordination facility for joint marketing of

LDC products through their respective Marketing Boards
including promotion activities and product consolidation.

(2) Methodology to be Used for the Analysis of Marketing Activities

In the identification and selection of sub-projects for appraisal, the

Bank shall give adequate consideration to the interdependence of related

activities and the need for their systematic coordination. The production and

distribution of farm inputs, farm production and food distribution should be

reviewed as separate, yet interdependent elements in the agricultural production/
marketIng system. Becausc of the Inter-related nature of the loan sub-project

components (credit, Input supplies, feeder road networks and agricultural
marketing) the Bank will utilize a ''systems approach methodology' In carrying
out individual marketing activity feasibility studies in which the estimated
activity cost will be greater than US5$25,000,

A ''systems approach methodolody' implies that any marketing activity
feasibility studies should consider the following:

= Buying and selling (including contractual arrangements,
brokerage vs ownership arrangements, and minimum volume
purchases);

= Supply of crop and
should be reviewed);

ivestock inputs (import policies

- Price stabilization, price supports, price controls,
and crop insurance,

- Commodity collection, Lransportation, and storage;

- Product differentiation (grading) and economic
utilization of by-products and culls;

-  Packing and packing standards for domestic, intra and
extra~-regional trade;
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- Marketing intelllgence and divulgation services including
gathering, Interpretation and dissemination of market
information as vwell as information relating to types of
crop varieties which are demanded by varlous markeling
outlet posslblllties;

- Cooperation wlthin CARICOM (Caribbean Common Market) In
accordance with the Agricultural Marketing Protocol (AMP);

- Extra-regional trade prospects;

- Effective demand constraints and the quality demanded at
various income levels;

- Marketing management, training and administration; and

- Education and information networks.

(3) Financial Soundness

Each marketing actlvity should operate on commercial principles
and be self-financing by the end of the project. This ériterion would not
apply to marketing activities which are solely of a technical assistance
nature, or where, under special circumstances, governmental subsidies are
deemed absolutely necessary. In the latter instance a special justification
will have to be made.

In determining the adequacy of a marketing organization's gross
trading margin, the CDB should take into account:

E the effects of overly restrictive buying and selling
price policies on the internal operating procedures
of the organization and on the viability of the
activity being proposed;

. the operational procedures of the organization;

- physical facility limitations:

- proper business management;

- availability of market intelligence information; and

- the application of effective promotional . .efforts to
increase sales,

A P o e




Assuming no restrictive price controls, a normal agricultural !
marketing organization in the Caribbean should seek to be self-sufficient
at gross margins of between 25 and 30 per cent of sales. As a measure of
efficiency, marketing organizations should seek to maintain overhead and '
operating costs at no more than approximately 10% of total sales and spollage
and theft less than 5%. This model will allow for a net trading margin of
between 10%-15%, thus enabling a modest net surplus to bulld up reserves to
meet bad debts and for re-investment, At present many marketing organlizations
are experiencing losses in excess of 20% for many crops throughout the
Caribbean, The marketing activities flnanced under this loan will seek ways
to hold losses at or below the acceptable 5% level.

(4) Operational Procedures

The CDB will determine the adequacy of institutional operating policies
and capacities, e.g.:

- a clear definition of the functions of the marketing
organization;

- equitable employment, membership and facility use
policies;

- institutional capabilities to implement, manage and
maintain the proposed activity,

(5) Economic Analysis

In instances where sub-project costs exceed $100,000 an economic analysis
will be performed. Such an analysis will consider the importance of benefits
and costs external to the immediate activity. The analysis should identify
such external effects, assess their magnitude, and combine them with internal
effects, The economic analysis should consider both primary and secondary
benefits.

(6) Benefit Incidence

Selected sub-projects should provide for maximum possible distribution
of sub-project benefits with particular emphasis on the flow of such benefits
to the small farm sub-sector. The following questions may be considered in
assessing the incidence of sub-project benefits:

= Who will the marketing sub-project tend to favor?
Everyone in the area? Only farmers? Only producer
association members? Everyone under a certaln income
level, etc/ What weight should be given to beneflts
not captured by the target group?
|
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How much soclal [mpact will the project have? (this requires
diferentlating beneflciarles into at least those represented
In the program and those outside, and the ldentification

and quantiflcation of the types and magnitude of the net
benefits to them, both economic and non-economic |.e.
nutritional Improvement).

Could the social impact be increased by redesigning the
project or broadening it? Would loans to private
individuals create an environment for increased market
competition, initiate and/or employment opportunities i.e.
loans to higglers or higher associations? Could the
marketing project be modified in favor of less elaborate
machinery and more labor utilization economically?

Can appropriate rural technologies in the marketing context
be utilized so that underemployment and unemployment in the
rural areas will be minimized? Will local talents and skills
be employed in construction and operational phases as much

as possible?

Are contracting procedures protecting the interest of the
target group?

What are the risks that could prevent the target group from
receiving the intended benefits and what can be done to
minimize those risks?

Are complementary projects necessary to help insure that
marketing infrastructure will be utilized?
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D, Feeder Roads

The basis eligibllity criterla for selecting Individual feeder roads for
flnancing will be a satisfactory technical and economic feasibility study which:

(1) Demonstrates that the technical alternatives proposed, including
variable design standards, are optimal in terms of cost and
benefits generated, projected traffic, etc.

(2)  Presents preliminary engineering plans and a reasonably firm
estimate of the cost of the road construction (improvements) to
be carried out (see Annex B Exhibit 2).

(3) (a) Demonstrates that the individual feeder road generates an
economic rate of return of at least 15%.

(b) If an individual feeder road does not meet the criterion
described in 3(a), but the CDB believes that the road should be
constructed, it shall request AID approval, and shall provide
its justification for overriding the benefit-cost qualifying
criterion of 3(a) above.

(4)  Ensures that a feeder road will primarily affect the small farmer
(0-25 acres) by considering only those areas for road construction
where at least 50% of the cultivable land area within a road's
area influence is owned by small farmers.

(5) Presents evidence that, once the road construction or improvement
is completed in a given region, no other major bottleneck or
input constraint exists which would prevent the benefit stream
projected under item 3(a) above from being realized.

(6) Ensures that proper maintenance capability is installed for
specific application to rural feeder roads.

(7) Ensures that the road will not have any adverse impact on the
environment,

The CDB has developed its own methodology for the feeder roads it is
currently financing. CDB Appraisal Reports, while comprehensive, omit some
detail that is of special interest to AID and required by AID in its own
analysis of projects. The process which the Bank follows in preparing the
various feeder road Appraisal Reports is quite similar to that which AID
follows in the development of its Project Papers for bilateral road projects.
The methodology described below therefore represents modifications and
elaborations of a general methodology already employed by the Bank.
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The feeder roads currently being constructed In the LDC territories
generally serve two separate types of purposes which dictate two slightly
different methodologies. This would also apply to any.AlD-financed feeder
roads. On the one hand, the purpose of a given feeder road can be to
reduce spoilage, wastage, increase the quality and reduce the transportation
cost of existing production, while on the other, the purpose can be to open
up new lands to cultivation. :

The economic analysis appropriate to the first purpose of a feeder
road follows the traditional concepts pertaining to the reduction in the
"'real" costs of transportation, while the analysis appropriate to the second
purpose follows what has come to be called ''penetration'' analysis. The former
assumes that the only incremental costs incurred to obtain incremental benefits
from reduced spoilage, etc. are the road improvement costs. The latter assumes
that by definition, a penetration road requires an analysis that must include,
in addition to the road improvement costs, the additional agricultural Input
costs and services required to obtain the new output., It is quite possible
that a given section of road will serve both 'penetration'' and ''cost-reduction'
purposes in which case careful analysis is required to ensure that no double
counting occurs or incremental costs are omitted,

Officials of the CDB have reviewed the methodology presented in this
section and concur in i(ts appropriateness to the feeder road programs. Prior
to execution of any feeder road sub-loan, AID and the CDB shall agree In writing
the final form of the economic methodology to be employed and on selected
benchmark information critical to the reliability of the. analysis.

Following is the general methodology to be applied in the appraisal
of individual feeder roads:

(1} Feeder Road List (to be included in the CIP)
(a) The Bank shall estimate the maximum number of roads each
territory could build based on:

- an estimate of Lhe time likely to be available
within the four year AlD disbursement period
1:"!.‘_.{1.'1il'.!', and
gach island's experience 1 feeder road
construction,

(b) Given the list of potential feeder roads in the CIP,
each should then be analysed separately, then a selection
made based upon the criteria outlined above,

(c) The listing of eligible roads should weight equally

the following:

= number of small farm families served per mile
of road; :

= the benefit-cost results.
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(d) Then, glven the amount of funds avallable for a glven
territory and the mileage that could be constructed by the end
of the AID disbursement period for that Island, the actual roads
to be bullt can be selected from the final priority list,

(2) Analysis required for each road segment

(a) The time horizon of the benefits attributable to an individual
road should be projected annually over a 15-year period after
completion of the road improvement, The cash flow system of
analysis should be adopted.

(b) At the 15th year, a residual value should be assigned
to the roads as well as culverts, bridges, etc.

(c) Economic rather than financial concepts are appropriate.,

(d) The with and without concepts of project analysis should
be utilized,

(e) To collect the "without project'' data (baseline data),

the evaluation questionnaire - sece Evaluation Methodology, section V. H,=
shall be used. A sample survey may be conducted whenever the

number of farmers within the zone of influence of a glven road is

large enough to provide statistically significant results, Other-

wise a complete enumeration shall be used,

(f) The value of outputs and inputs should be based on current

baseline information and kept constant throughout the life of a
given road project. This procedure makes the assumption that
relative prices for the various road benefits and costs will be
constant over the I5-yvear beneflt time horizon. |f another

procedure is adopted special justification will be required.

(g) Incremental beneflits are defined to include:
- the value of the reduction in spoilage, wastage,
etc. of crops because of the improvement of the
rural feeder road system, (where sugar may be important =
the net value of the sugar output related to the
increased sucrose content of improved delivery times
for moving sugar cane to the sugar factories);

- the value of increased production due to more lands
brought under cultivation;

- the value of Increased production due to increased
productivity on old lands and new lands over the
15~year period,
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= the reduction of crop losses Incurred by not
reaping due to Impassable roads during heavy
ralns; and

= the real value of the reduction In vehicle
operating costs In the mavement of commodities
to and from a specific road area.

(h) Where the reduction In vehicle operating costs Is difficult

to obtain and not Justifled by the cost, and where the rate of

return would be sufficiently high without its Inclusion, and where

Its exclusion will not affect the ranking of individual road projects, .
or where the road being constructed Is of the penetration type, then |
Inclusion of the reduction In vehicle operating costs need not be
Included as a beneflt, An explanation for Its exclusion shall be
made ,

(1) The projected gross agricultural outputs will be reduced by
estimated on~the~farm consumption ar local sales to derive the
quantltles of djll(u|‘ui1| comodities to be transported 1o the
market center. The tonnages will be converted to average dally
traffic, seasonally adjusted, to ascertain the deslign standards and
preliminary cost estimates for discrete segments of each rural feeder
road,

() Far most road projects, the difference l(decrease) In per unly
vehicle operating costs to transport commodities attributed to the
rur.‘ll feeder road 1o Wil ,-!u’_;"!y be constant aver the 1S=year
pfﬁit'(l 1ife, 1 ' relationship in this particular u ]
net benefit Is pri ted ¢ assusption that the existing road
it Cn'lf![lb'l' r 1) ' t ectod iverage ‘.,3|" traftvig e Fr ths
|}fl)_il'lf.l ey Th ) it ' 181N CONYe 2t ion il{,';!!‘t 3 vhen
this probabill la vehicle operating costs per
ij\‘;t ol 'I'\I'"_' ! ' L ] Over the i-rg)jr:! Ic{l;p:_
The with and with ! ect _neept, pLed abdve uhges
i',’} {d4) e '
.i) Inct ental TIRT
Lhe 1 5 ! a specit t0ad, adeguale
sl 1l rltacing costs (i applicabie)
agricultura oM s used o ow lands and to Increase
nroductivity ahd new lands)
. t of . ! agentis, elcy
- Ot oY f WEH H nlerseygiale L’ll“-’i!. th
: osl of W 1and br Wt Into cultivation (e.g. pre-

project rental Last
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(1) Vithin a given territory the same eitodslagy mest be appl ied
to all old roads serving the sane (demtical puipase(s). Fos
example, if reduced transport costs are 1o be irclpded in the
analysis of a read, then all other FOads ihat reduce iravspant
costs should alse Mav: Tt included in theis aalysis,

(m) Economic costs of NS truction cam be defised 1o include a
shadow=price for wishilled 1ates wtilized in the read IR e i §
and construction., The wuse of Shadow=grice for waskilled f adbas iy
SEFwe a8 3 proay for the Felatively lateq = intens i ye w5 o | ey :
generating mature of the read piojects

{a) It shauld be deternined wWhethtes thadews i el Faser g epitaige
is apprepriate.

{e) In 293ition 10 1he Twrrent selaliue Ty lades iviessioe mede
of construction thai Bas Lees s led yhies faree atamund, & mede
capinal intensiue nEile @iaem i%e e FERE axatladanagy OO T T
(especiaily im the fsila i3 awid e cansidesad, avd ke vham !
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E. Technlcal Asslistance and Tralning

(a) AID Grant Flnanced = Up to $400,000 grant funds will be made
avallable to flnance the cost of technical assl|stance and tralning related to the
Small Farmer Development Program. Two baslc categorles of grant assl|stance are
envisloned, |.e. asslstance related to program and sub-project development and
assistance related to the development of Instltutlonal capaclty of sub-borrowers.
Grant funds In the flrst Instance wlll be utl]|zed by the CDB, to contract, where
It lacks approprlate expertise or adequate stafflng, for studles, surveys or
technical services related to the development of the CIPs, PCPs and AlD~financed |
sub=projects. Examples of the speciflc types of serylces llkely to be Included |
under thls category of grant financed technlcal asslstance are social analyses,
environmental Impact analyses, prefeaslbility studles, transportation surveys,
marketing surveys, applled agricultural research and evaluation, The UWI, CARD|
and other reglonal Institutlons are expected to be major sources for such services.

The second category of grant financed asslstance, LDC Instltution building,
would include training of LDC personnel and the seryvices of marketing, credit,
and other advisors to assist in developlng the capacity of those institutions
responsible for the Implementation of AID financed sub-projects. Each CDB sub-
project appraisal would include recommendations as to the type and extent of such
training or technical assistance necessary. Prlor AID approval would be
required for each individual tralning or technlical assistance activity in excess
of $5,000. The CDB would be responsible for contracting and administering all
technical assistance services In accordance with AID contracting quidelines.,

In determining the eligibility of tralning or technical assistance for AID grant
financing the CDB would apply the follewing criteria:

1, The training or technical assistance should be directly related
to the AID loan financ (bl Farmer Development Program,
2 If relat ject development, the consultant services
shotld be | de | nea emal ope of CDB staff functions.
i, Resldent advisors to LD titutions should have assigned
ounterparts
A proeliminary techinical ags Lance "n presented in Annex B - Exhibit 5.
(b} AID Loan Financed Ip 1o S400,000 of the AID loan amount vill be
eligible for Financing th [ DU direct=hire staff responsible for sub-
project supervision and technical assistance to LDC institutions. The largest single
category of direct-hire porsonnel to be loan=financed is the Fl0s who will have
the dual responsibllitlies [ Mpetryi :m; Lhe .'!E}I‘ICUILIJFJI production credit
cheme and developing the capacltis f the participating LDC intermediate credit
institutions to administer the schem Assuming 8 of the 11 LDCs participate in
the scheme, 24 staff years of FIO services willl be required at a cost of
pproximately $15,000 per staff year, or a total cost of $360,000. The balance
) AID loan funds eleglible for technical asslstance may be used by the CDB for
similar services with respect to marketing and feeder road sub-projects. The :
costs of all such personnel would be passed on to the reciplent institution and |

would In turn be allglble for financing under the sub-project loan.
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IV. PROJECT ANALYSIS

A. Technical Analysis

Based on an analysis of the technical implications of the proposed project
activities, it is concluded that the project Is technically sound and appropriate
for the LDC member countries of the CDB at this time. In addition, based on a
review of staff, financial and other resources, it is concluded that the CDB has
adequate capacity to effectively identify, analyze and implement the types of
activities to be financed under the proposed project, including specifically the
development of all necessary engineering, financial and other plans; and further-
more, that AID funds will be disbursed during the period of the project.

1. Agricultural Credit

a. Pattern of Expected Credit Utilization

In the recent Small Farming Study survey conducted by the CDB,
partially with AID financing, 288 LDC small farmers in three territories were
asked "if adequate and acceptable credit financing were available to you now what
aspect of your farm would you be most likely to assist through the use of this
financing?" The farmers' replies to this query are presented in Table 3. Major
technical feasibility questions therefore revolve around questions of whether
mechanisms in fact exist to provide the goods and services to be purchased by
means of credit. The availability of these major goods and services is examined
below.

b. Fertilizers and Chemicals

Table 3 indicates that the purchase of fertilizers and chemicals would
be the major use of additional credit if it were available. The Small Farming
Study survey indicated that the availability of fertilizers and chemicals were
“"the most limiting factors' to increasing output for 35 per cent of the small
farmers interviewed, the problem being most acute in Dominica where 40 per cent
of the farmers cited availability and least acute in Montserrat where only 8 per

cent cited it. In order to address this fertilizer/chemical availability
constraint, the CDB is formulating a $1.5 million project to be financed from
non-AiD resources that will attempt to deal with this constraint on a regional

basis. A possibility exists, however, that the planned project will not be on
stream by the time that loan funds could be disbursed for the credit element of

this Project. In any case, compliance wlth the provisions stipulated in credit
element criterion No. 8 which is presented in Section 1!1.c.2 of this Paper
will be adequate to assure that inputs will in fact be avaialble priocr to credit

disbursements. AID funds would be eligible for financing input supply activities
on a national level.

c. Diversification from Bananas

There appears to be no serious constraint to diversification away from
banana production aside from the serious and fundamental problems related to demand
and marketing of substitutes. These problems of demand and marketing will be
partially dealt with through the marketing component of this project. Moreover,
credit program compliance with ciedit element criteria Nos. 9 and 10, presented
in Section Ill.c.2 will assure that no credit Is granted for production for which
adequate marketing arrangements do not exist. Other elements required for a
diversification from bananas seem to be present. For example, Ministries of

Agriculture of the LDCs seem to have adequately operating programs for the



TABLE 3

Major Uses for which Additional Credit Would be Used if Available,

According to CDB LDC Small Farmer Study Survey (in percent of

farmers in size group)

Percentage Percentage Percentage Percentage
of total 1 - 5 acres 5+ - 10 acres 10+ - 25 acres
Number of respondants 288 208 47 33
Uses of Additional Credit
Fertilizer/Chemicals 50 50 52 38
Diversification from bananas 35 35 38 b1
Land clearing and preparation 22 23 19 28
Improved Access Roads 17 13 21 34
Rent additional land 24 25 23 30
Purchase land/expand farm 9 7 13 13
Irrigation 9 9 L 10
Purchase sprayers 8 8 10 13
Fencing 5 4 11 7
Livestock 5 5 L 7
Other 18 19 25 13
Never considered/can't say 2 1 4 3
Would not borrow 7 9 2 3

Source: CDB Small Farmer Study
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distribution of good quality planting materials (only 11 per cent of the surveyed
farmers cited this as a constraint). In addition, the AID supported CARDI project
should begin bearing fruit (and vegetables) during the life of this project.

d. Land Clearing and Preparation

One of the principal inputs into land clearing and preparation is labor.
Thirty-three per cent of the farmers surveyed indicated that the shortage of
labor was a limiting factor on increasing their output. It is clear, however,
that there is only a labor shortage or surplus at a given wage rate. Given the
income distribution objectives of this project, a labor shortage can only be
considered to be beneficial. The lack of adequate machinery does not appear to
be a constraint as this was only cited by 16 per cent of the farmers surveyed.

e. Renting of Additional Land

Although 23 per cent of the surveyed small farmers cited land
availability as a limiting factor, an adequately operating land rental market
does operate in the LDCs. Although 80 per cent of the small farmers surveyed
owned at least onec piece of land, 53 per cent cultivate land that was not owned
(29 per cent rented and another 11 per cent sharc-cropped). Ten per cent rented
land to other small farmers (10 per cent in the 1-5 acre group as well). Although
land renting is much more prominent in some LDCs than in others (c.g. 69 per cent
of the farmers in Montserrat rented some land, contrasted to «nly 24 per cent in
St. Vincent) all of the surveyed LDCs have an active land rental market. Charges
on land rental in general do not appear to be ecxcessive (averaging $8/acre
according to the survey), in spite of the fact that LDC land policies are far
from optimum. An important factor in land rental availability appears 1o be the
decline in estate agriculture which is making more estates and portions of
estates available for small farmer rental.

2. Agricultural Inputs

Technology utilization by small farmers in the LDC Caribbean countries
varies considerably between countrics and between crops, crop mixes and crop/
animal agricultural production systems of small farmers. Small farmer activities
in Belize, for example, may vary from siash and burn techniques for corn and
bean production by "milperos' o sophisticated technology with modern inputs
on highly intensificd family farms (vegetables, chickens, egq production, etc.)
by recent immigrant Mennonite families. In this cxample, the extremes in
technology levels should not be assessed in terms of being '"'good' or "bad', but
rather in terms of whether the technology is appropriate to the social, environ-
mental, resource availability, and cconomic context existing in the country. The
"milperos't are cmploying a type of technology that is probably most appropriate
in Belize at its present stage of development and at this particular time,
given farmers' knowledge and resource endowment. The intensive level of technology
employed by Mennonite farmers who use tractors, fertilizers, pesticides and
crop/animal mixcs employing a great decal of skill, management, costly inputs and
large amounts of family labor also is appropriate for their circumstances and
locations.
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In the Eastern Caribbean Islands, technology utilization in the most
important export crops is at a high level. The most important export crop,
bananas, is grown by all types of farmers. The level of technology is considered
to be high in both large estates and by small farmers. This Is true principally
because of the organizations of farmers Into grower assoclations which provide
fertilizers, pesticides, packing materials, and technical asslstance to farmers
usually at somewhat subsidized costs. The assoclations also serve a vital role
in marketing and finance aspects of banana production. Fertilizer usage on
bananas is employed by as many as 64% of the farmers. Fertilizer intended for
use on bapanas is often diverted to other crops. This indicates that farmers
know of the benefits that can be obtained. Sixty-three per cent of the farmers
surveyed indicated that they fertilized ground provisions (root crops).

In general, the level of technology by small farmers on crops other than
bananas is mixed, This is due largely to the unavailability of inputs, and the
lack of resources to buy them. The lack of production credit mechanisms is also
a contributing factor. |In spite of the foregoing, only 12% of all small farmers
surveyed indicated that they did not fertilize within the past twelve months.

The principal characteristics of small farmer agriculture in the Caribbean
Region is that it is based on tree crops In mixed stands. Tree crops include
bananas, plantain, coconuts, citrus, cacao, coffee, nutmeg, bay, mangoes,
avocados, and other tropical fruits. This tree crop technology is recognized
by Caribbean farmers as being a sensible one which provides a substantial income
with relatively little effort, skill, or costly inputs. This technology is
appropriate for use on sloping terrain, rocky or infertile land which is not
appropriate for cultivated annual type crops. This tree crop technology is
also suited to small animal agriculture. Sheep, goats, swine and chickens are
able to browse or graze on the lower canopy of grass or weeds or can be fed cull
fruit that might not be able to be marketed,

In the case of annual crops, such as malze, peanuts, vegetables, beans,
sweel potatoes, cassava, and other root crops, the level of technoloqgy by the
small farmer is most often low. There is need for better crop varieties,
increased use of fertilizers and pesticldes, more exacting cultural practices
and better post harvest handling, Because of the need to produce more of these
types of products, improvements in the use of appropriate quantities of yield-
increasing inputs are highly justified. One of the objectives of the project
is to provide alternatives for farmers to diversify from bananas to other more
valuable crops.

Since most farmers are knowledgeable regarding the use of fertilizers,
the likelihood of use of fertilizer and other inputs to be provided by this Project
appears high. This Project will assist in making production inputs available
under short term credit arrangements. The level of technology by the average
small farmer is not expected to change by quantum leap, but by incremental steps
to gain experience and knowledge as diversification from bananas is gradually
brought about. Variations in the tree crop technology mixed with increasing areas
of more intensified annual food crops Is expected to be accomplished over tlime.
The rate of change will be determined by the various constraint factors mentloned
throughout other sections of the Paper.
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To the extent that technical assistance is needed for problem solving in
crop production, marketing technology, input or credit systems, engineering or
access road design or construction, the CDB expects to contract with the Caribbean
Agriculture Research and Development Institute (CARDI), Latin Amerlca Agribusiness
Development Corporation (LAAD) or otherwise arrange for assistance from other
entities such as the Interpational Fertilizer Development Center (IFDC), the
University of the West Indies (UW!), International Agricultural Research Centers
(CGIARs), the International Agrlicultural Development Services (IADS), or others
as appropriate. The use of these sources of expertise will assure that unforeseen
technical problems will be addressed.

3. Marketing

While there is no standard methodology or technology for successful
marketing activities, the marketing sub-project selection criteria presented
earlier in this Project Paper, describes in detail the requirements and types of
marketing activities that can be considered for financing. The types of
activities described earlier can be implemented without any technological break-
throughs as the proposed marketing activitlies can be undertaken with known equip-
ment and technologies. The level of technology needed by a particular marketing
activity can be programmed to the types of commodities to be marketed. |In other
words, it is possible to implement a marketing activity at either low, medium, or
high levels of technology depending upon the type of commodity being grown. This
is important to remember especially when looking at the social soundness of a
marketing activity, For the purpose of determining the suitability of an existing
or proposed marketing technology which may be introduced as a result of a marketing
activity, a model of three different levels of technology is described and
analyzed below.

B Low Level of Technology

For crops such as cassava, yams, sweet potatoes, dasheen, tannia,
plantains and other carbohydrate food crops, the level of marketing technology
demanded can be described as low. These traditional crops are the basic component
of most diets and are grown by small farmers for their own consumption neceds and
for sale to local and territorial markets., The commodities are often handled
in bulk form ( in large bulk containers or 200-pound sacks after harvest) with
virtually no grading.

Storage periods for these crops in the marketing channels are usually
short and they are stored under rather primitive conditions. No refrigeration
is required for these products, although cool storage is desirable,

In summary, the technology methods in the marketing system for ground
provisions might need only minor improvements such as the provision of adequate
handling, washing, sorting, transportation, rudimentary storage, and marketing
stalls at wholesale or retall marketing locations. Also at the farm level
better techniques of harvesting with less product damage are needed.

I
‘ b. Intermediate Level of Technology
|

For some crops, more sophisticated methods of post-harvest handling,
packaging, transporting, and care are required for some products., For example
with cacao, coffee, bay, nutmeg and others, a certain amount of primary processing
and special handling is required at the farm or just outside the farm.
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Secondary processing Is also required In subsequent steps in the system. |In the
case of rice, peanuts, corn, beans and similar grain crops, proper threshing,
cleaning, drying, and bagging are required to provent losses in the marketing
process. For citrus, mangoes, avocados,and simllar fruits special handling is
required in grading, sorting, packing, and transporting to minimize fruit damage
which results in high product losses.

Sub-projects with marketing activities are expected to be funded to
provide for primary processing, drying, grading, packing, and transporting these
types of crop products. These intermediate type technology innovations, while
not new to the Caribbean, will be extended on a wider scale to farmers and farmer
groups who are interested in participating in Improvement of these phases of
marketing. |t appears at this stage that the Introductlon of a variety of
intermediate techniques are needed and are appropriate. Adoption of appropriate
techniques offer opportunities for improved efficiencies, lower costs, improved
grades and increased incomes.

c. High Level Marketing Technology

The employment of more specific and exacting marketing techniques is
required for some groups of agricultural products such as highly perishable
vegetables, vanilla, meat, dairy products, processed poultry, fish, and similar
foods. These techniques include primary and secondary processing, grading,
packaging, labelling, and refrigerated storage often 2t specific temperatures for
specific periods of time, sanitation control, and spacial transport facilities.
The marketing technology is specific for each of these products. It will be
necessary to assure that sub-projects containing marketing activities involving
sophisticated technology are based upon adequate knowledge of marketing procedures.
This type of marketing technology is well known and transferable expertise can
be obtained from a variety of outside sources, if it cannot be obtained in the
specific LDCs where activities will be implemented. In summary, the transfer of
high level types of marketing techniques and procedures is feasible. Use of such
sophisticated techniques, in fact, are essential to minimize lcsses of perishable
products.
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4, Feeder Roads

The COB is currently financing feeder roads in Belize (110 miles) and in
the island territories of Dominica (35 miles), St. Vincent (26 miles), Grenada
(30 miles), and St. Lucia (37 miles). The purpose of the Belize feeder roads
is to reduce the loss of sugar cane that cannot be delivered to the processing
factories due to inadequate roads which become impassable during wet weather,
and also to expand cultivation. The purpose of the island roads Is essentially
the same with the principal crop affected being bananas. Most of the feeder .
road construction consists of upgrading existing dry weather tracks, though
some new construction is contemplated. Based on past experience the CDB
estimates that in the islands only a maximum of 13 miles of feeder road could
be constructed annually while in Belize the figure is 27 miles per year.

The slow pace in the islands is due to the heavy rainfall and rugged terrain.
The major technical considerations relating to road construction are:

a. Availability of Equipment

In general the Governments of the LDCs where feeder road constructicn is
contemplated (Belize, Dominica, Grenada, St. Lucia and St. Vincent) have
sufficient equipment to undertake the work envisaged; however, there may be
cases where certain items of equipment have been damaged or are inoperative due
to accidents, floods,or other causes. When this situation prevalls, major
equipment items rented from the private sector or new procurement may be financed
with loan funds when so recommended by the consulting engineering firm engaged
to supervise construction and with the approval of the CDB.

b, Phasing of Construction

Feeder road construction financed by the CDB is generally phased for
completion over a 3-year period. Loans to date have been for 26 to 35 miles
(10 - 12 projects) in each state with construction at the rate of 10 to 12
miles (3 - 5 projects) per year. |t is hoped that, under the AID loan, the
rate of progress can be stepped up. However, by keeping all projects highly
labor-intensive, it is doubted that much improvement can be achieved in this
regard.

¢. Maintenance Capabilities of LDCs

Funds for the maintenance of all roads (including feeder roads) in the CDB
LDCs are channelled through the Department of Public Works which operates under
the direction of the Ministry of Communications and Works. Repalr and maintenance
work is accomplished by direct labor using the department's own forces. Main-
tenance units are established in every Parish or District under the supervision
of road officers. The general pattern is to employ small teams of 6 to 8
laborers which are directed by a foreman. The team also Includes 2 or 3
semi=skilled workmen. These units are responsible for cleaning verges, freeing
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blocked drains and culverts and patching road surfaces which have become un-
ravelled. Equipment normally avallable for maintenance in each DIstrict or
Parish includes:

1 - small mobile hot mix plant
2 - Dump trucks

1 - 3 ton roller

2 - Self propelled bitumen sprayers

Assorted hand tools

A supply of bitumen, sand, gravel, rock chips and sometimes portland
cement (for repairina culvert headwalls, bridae floors etc) is stackniled
at strategic locations. The estimated cost of feeder road maintenance on a per
mile basis is EC$8,000 (U.S.$4,000) per annum.

The maintenance of roads in the LDCs has never been carried out in an
orderly manner and hence leaves much to be desired. There is generally no
engineering evaluation of the maintenance problem and the use of labor, equip-
ment and material is often haphazard and uncoordinated. Road maintenance is
generally considered secondary to new construction and maintenance funds are
invariably inadequate to do a satisfactory job. The predictable result of the
neglect in establishing a proper system of maintaining existing roads is the
rapid deterioration of the road base and curface and the attendant high cost
of vehicle maintenance,

In March 1973 the CDB Technical Division, realizing the need for improvements
in the present system of road maintenance in the LDCs, prepared an appraisal
report setting forth a scheme designed to correct the major deficiencies. That

sch-i. which has row been thoroughly considered by the LDCs, will be presented
to b €DB Board this year. 1t will provide for the following:
an adequate complement of road maintenance equipment;

a management organication for propey supervision of maintenance:

- training of Public Works personnel i1 modern maintenance techniques
and in management accounting;

- the necessary materials and labor.

The scheme is programmed for a period of 5 years and the estimated cost is
EC$9,287,000 (US$h,643,500).
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d. Justification for Surfaced Feeder Roads

Agricultural roads in the LDCs except in Belize where the terrain is flat,
must generally be paved roads because of the following reasons:

- The topography in the LDCs is extremely difficult. The only flat
areas are to be found in the coastal plains which are generally
less than a mile in depth, accommodate centers of population,
and therefore are not available for agriculture.

- Rainfall is high. lsohytal maps for the Windward Islands (Dominica,
St. Lucia, St. Vincent, Grenada) show an average yearly rainfall of
80 inches along the coast to 230 inches in the mountainous backbone
which characterizes the topography.

- Route location for the existing arterial roads are along the coast
with all agricultural roads in the hinterland where annual average
rainfall is 160 inches and on the mountain slopes where average

annual rainfall is 230 inches.
- Grades are well in excess of 10% with a maximum of 18-20% not
infrequent.

-~ Grades are much steeper than the crossfall of the roads, precluding
the use of unpaved roads, which would be eroded with the first heavy
rainfall and become impassable,

-~ Experience in the Windward Islands dictates that in the construction

of roads of any class, paving is roquired if the useful lifc of the
road is to be more than a few months. Paved roads with proper main-
tenance could have a useful life of up to 15 years, The useful life
of an unpaved road is usually the period between the completion and
the advent of the lirst rainy scason regardless of maintenance.

- Soil conditions present a problem in that all .ub-grades have a high
clay content. Unless roads are paved or receive bituninous sealing
applications, water is trapped and pumping through the sub-base

results in land slides and destruction of the carriageway.

e. Feeder Road Construction Costs

Due to differences in topography, geology, availability of construction
materials, co<t of petroteum products, transportation, labor situation etc.
the cost of feeder road construction in the LDCs of the CDB is quite variable;
however, such costs have increased steadily during recent years. A typical example
of the extremely rapid increéase in construction costs is found in the case of
Grenada feeder road project (30 miles) for which a CDB loan application
was filed in July 1972 and a loan in the amount of EC$1,607,520 (US$803,760)
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was approved in January 1973. By the time the plans and specifications were
completed the estimated costs had risen by 77% and it was necessary for the
Government of Grenada to apply for an increase in the amount of the loan. In
June 1974 the CDB approved an increase in funds to EC$2,769,000 (USS1,384,500).
Similar problems are being encountered in the other LDCs and the per mile costs
of feeder roads may be expected to continue to increase though at a decreasing
rate.

Current per mile costs being encountered on feeder road projects in the
CDB LDCs where additional construction is contemplated are as follows:

Country Type of Surface Average Cost Per Mile (USS)*
Belize gravel 30,000
St. Lucia bitumen 50,0070
Grenada bitumen 57,000
St. Vincent bitumen 60,000
pominica bitumen 68,000

L

Design and supervision of construction not included.

A typical CDB cost estimate for LDC feeder road project, showing a breakdown
using updated unit prices, is included in the following table:

Unit Price Total Cost
Quantity  Unit £CS £ECS

Clearing and grubbing 8,000 sq.yd. 8.50 4,000

Excavation 3,500 cu.yd, 3.00 10,560

Filling and Compacting 1,500 cu.yd. 3.50 5,250

Grading and Ditches 3,500 9. yd. 1.00 3.500

Culverts and Paved Gutters lump sum 10,000
Sub-base (tarrish, tuff and

river qravel) 2,640 cu.yd. 10.00 26,400

Base (in crushed stone) 980 cu.yd. 22.00 21,560

Pavement 7,040 sq.yd. 3.50 24,640

Surface Dressing 7,040 sq.yd. 1.50 10,560

Verges 3,520 sq.yd. 1.00 3,520

Construction Cost 119,990

Contingencies (5%) 6,000

Design and Supervision
of Construction (12%) 14,400

US$1.00 = ECS2.00 Total Proj
(uss $2.00) otal Project Cost  EC$ 139,400
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f. Conclusion on Technical Soundness of Feeder Roads

The technical soundness of any construction project depends, to a certaln
degree at least, on the capability and expertise of the professional engineers
and technicians who locate the projects, establish the design standards,
specify the methods of constructlon, select the consulting flrms which will
prepare the detailed plans and specifications, decide on project phasing, prepare
preliminary cost estimates and monitor construction progress.

The CDB Technical Division Staff is comprised of eleven individuals, i.e.
a division head, 6 engineers, 3 housing of!icers and a port management consultant.
The geographical origin of the staff is as follows: Guyana - 4; Dominica - 2;
Colombia = 1; St. Vincent - 1; St. Lucia - 1; Canada - 1 and USA - 1.

Due to the wide variety of projects in which the CDB is involved, i.e, rural
electrification, water supply, sewerage, highways, feeder roads, ports, housing,
airports, industry, land reclamation and,marketing facilities, it has been
unable to retain a specialist in each of the several disciplines. Instead it
has developed a staff of general engineers most of whom have worked in the area
for many years. These men are completely familiar with the physical, meteorological,
political, and social constraints of the various islands. Consequently, they
have been able to assist in the preparation of comprehensive appraisal reports
on projects for which Member Countries are seeking loans. These reports, which
are similar to those prepared by the IBRD, from an engineering standpoint are
complete in practically every respect and are in sufficient detail to enable
a technical project evaluation to be made by professional personns.

The CDB's experienced and highly competent staff which investigates and

evaluates proposals from the Member States gives a high degree of assurance
that projects approved for construction are technically sound,

5. Environmental |mpact

The agricultural activities which will be engaged in as part of this
Project, the overall Program and Sub-Projects in the LOCs will have a positive
overall impact on the environment in the sense that productive utilization
of land and water resources will result. The diversification from bananas
to other crops is not expected to change the existing predominating system of
mixed tree cropping to any significant extent. The mixed tree cropping system
is considered to be a valuable method to minimize soil erosion or leaching of
nutrients from the crop root zones of the soil, Tree crops tend to decrease
rain water runoff and allow for water penetration into soils, thus adding to the
overall water reserves in watersheds, providing for more uniform stream flows
throughout the year and making more water available for irrigation, human
consumption,and industrial uses.

Cropping systems of cultivated crops such as corn, beans, peanuts, sweet
potatoes, cassava will normally take place on slopes of 15° or less or on flat
lands. Even when cultivated on somewhat sloping land, the degree of soil
erosion should be very small because soils are not normally turned over or plowed
by heavy machinery, but rather are left undisturbed except for the spot where
seeds or plants are planted. |In cases where beds are made for vegetables, the
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areas are usually small and are contoured to provide for appropriate water
retention and drainage and to minimize erosion, Such areas In vegetables

are quite often surrounded by other areas in tree crop mixes which provide
wind break and water erosion control to the overall macro area, The exlisting
cropping system and any minor modifications in cropping systems resulting from
the Project are conducive to providing adequate environmental protection,

The use of fertilizers at low to moderate levels as anticipated in the
crop activities of the Project will not have any detrimental effect upon the
environment, The low rates of usage are not expected to provide quantities
of chemicals to the soll that would be consldered toxic. Even if high rates
of chemicals were used, the absorption of these chemical elements by plant
roots and transfer of the chemicals to plant tissue is nature's environmental
protection mechanism to equallize any imbalance. The deep penetration of tree
crop roots provides a unique mechanism of nature to recapture and recycle into
above soil portions of plants the chemical nutrients that might otherwise be
lost from the soil root zone through the ground water by heavy leaching rains,

The use of pesticides (insecticides and fungicides) do not constitute
a threat to the physical environment because rates of usage will be low. Even
when ''contamination'' of soils by organic type insecticides or fungicides might
occur through accident or constant, heavy usage, the dangers to the environment
are not usually serious or long lasting because of the phenomenon of anaerboic
micro organisms in the soil of degradating these toxic materials into non=toxic
organic forms.

Adequate technical capabilities exist within the Caribbean Region to
assure that the least toxic forms of agricultural chemicals will be employed.
This will minimize any dangers that may arise from incidences of Iimproper hand!ling
and usuage of materials in their concentrated form or usuage of containers for
these materials. The mechanisms to be established within the Input Distribution
portion of the Project are expected to assure that any toxic materials are
adequately labelled and packaged and that adeguate instructions and warnings
are given Lo users to provide safequards to health,

One of the criteria for approval of loans for sub=projects is that the
Borrower will be obligated to assess the impact that sub-project activities will
be incorporated into the Loan Agreement.

Labor intensive construction activities of access roads to farming ateas
are expected to minimize disturbance of terrain, grade sloped, vegetation and
other environmental features in areas adjacent to roads. The design of roads
will essentially follow land contours to the maximum extent possible, The design
of roads will also provide for contoured lateral drainage with necessary structures
to reduce flow rates. Cross drainage will be provided by culverts, bridges ana
stream foids as appropriate, Soil erosion will thus be minimized.

Markel activities will occur principally in netropolitan arcas where
markets of many types already exist. The Project envisions improvement,
expansion or possibly renewal of these markets, These activities will have no
deliterious effect upon the metropolitan market area environment, but will
actually improve conditions of sanitation, human and vehicular traffic, working
conditions and other gereral aspects of the market area.
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B, Economic Justification

1, Production Credit and Inputs

a, Demand for and Supply of Credit

As pointed out in the techaical analysis section of ihis papes, enly
7t of the small farmers interviewed in the Siall Farmiag Stady swrvey
Indicated that they would not barrow If "adequate and acespiabie aredin
were available to them and 911 stated 1hat they would berrow for ihe
purposes stated in Table J (technical amalysis section). 371 of 1he
farmers Interviewed stated that the lack of available sredin was anevg
the most limlting factors affecting their Fam's auipui.

JUt of the farmers intervicwed stated 1hal ite @st af fertillisess
and chemicals worr arong the oot 1IRITing Tasiess To7 Imidsaring theis
output, What is not clear From Lhis response s Witeibesr the tasis af
these inputs were so high as 1o sol Justify their onployiest eF wheiles
the financlal cost of these inpuis weie 52 Righ as 18 be wratiaisanie
without credit, Civea that 81 of 1he famers imlerwinued [ adisated
that they wuld borrow for fTergilizers 358 giher shamicals if sssdin
were avallable 18 then, It must be tomcluded 1521 sady of 18 TO8 save
In fact comcerned aboyl the “fimancial sosis i these lspeis avd wesld
In fact employ thes if & source of Fimass 3 waie apatiatie 12 sk
Moreover when farmers ware ashed "is 1here anyihing 1831 daeld B A
for the crops you currently grow whigh yoa Selicwe woauld poaficanly
Increase thelr yield," 751 of 1he farmesrs intlesyisved replind "nave
fertilizer",

If It is assumed Lhat &L BT 185 anall TarmeEs s I, %2 L3 % WM &)
that they would Lorrow 1) vyl actus y gty Far psaduttiom sondis
loans If (hese woere avallaple 308 wiuld B2 FEAIE WSy whied 158 GFagfan &
criterla then i1 is estingtied 1331 here sq sl g inately 55,008
;\Olrnllal proguectlion FEAlE DafFamesd s ke i 1% P AiESs Bt uiEd 88 Aba
averange 1nan 2 under this schese will e 200 fFiciwriamd Ga'aw T 1
total small farmer patential coredin Gl 45 R Filivatled 19 e

approsimately 515.0 nillies The eslinalied credil feiand e 29 0aade

by far the prelininary estlingtle arf faags Tae INis & e | # S

5‘1 million) and | faCl approalinales 1%y 'L f IhE W GREN N Fasmas

progran, gaceeding tola AlD re PEYFEEd 10 b2 iade FeaiTadie Sy S50 W0 b
In the Ssall Faming $1u9y Ffy®y, tEveral Queiliding silde el

about the small farser's Credil espariesgs The Fcimeies 98 Inpas

quc-.tlom aAre préesented y Table & TEvEFA feizsigd My e Fafte Tiaw

Table &, The first 18 1he motatile lach of ved i W geceral ad af daEsis

term credit more specifically; only 118 af 18 sureeyed Fammees auel fed

for any credlt at all ia 1ael thiee years asd aciy AT fas s IR LA

| repayment periods of 1] wonths ar less Wwiasdly, 1 a8 e Faded IhGG
| farmers with larger slze holdings were swih mife a3t 10 agply fer and
recelve credit, Flnally, 11 shoauld be mated that 301 of 18e farmess In
the total sample and %61 In V=5 acre range sever apolied for aradin = o
[ apparent explanation being that they C(oAtidersd (he p({,!j;“,;“’“ = ] FEiRLNIwg
o loan low relative to the effert invalved In atfenpling 19 setuie ol r



http:r~frbjn.lr

-52_

It can safely be concluded by Tables 3 and 4 that the
demand for credit, especially short-term production credit far
exceeds the supply and that at present the banking sector does
not adequately supply the small farmers credit needs, especially
his short-term needs. A further implication which can be drawn
from the two tables is that small farmers are apparently so
alienated from the banking system that special promotional efforts
will probably be required to assure that loan applications from
small farmers will in fact be forthcoming in any program.
Accordingly, provisions will be included in the CDB's lending
criteria to provide for such promotional programs - probably by
radio as the Small Farming Study survey indicates that this is
the most widespread communication media information source
available to small farmers and is apparently the least scale -
biased sourcewhen compared to such other information sources
such as print and demonstrations.
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TABLE &4
RECENT SMALL FARMER CREDIT EXPERIENCE. LOAN
APPLICATION SOURCES, REPAYMENT PERIODS AND

OCCURRENCE OF LOAN REJECTIONS FOR THE LAST
THREE YEAR PERIOD. (SMALL FARMER STUDY SURVEY).

I+ - § 5+ - 10 10+ - 25

Total Acres Acres Acres
No. in Sample 288 208 L7 33
% Applying for Loans, Total 11 ] 24 39
% Commercial Banks 5 + 12 23
% Subsidized Banks 6 l 12 16
Repayment Periods, Loans Applied
for
% 0 - 12 months 4 ] 6 6
1 - 3 years 3 + 4 13
% 3 -5 years 2 - 8 6
% 5+ years 2 - 6 14
Occurence of Loan Rejection
% Rejected 4 2 4 10
% Never Rejected 7 2 12 26
% Never Applied 90 96 82 62

Source: CDB-AID Small Farmer Study Survey

Note: Slight errors exist due to rounding



b. Returns to Credit and Average Loan Size

The critical question which should be addressed here is the degree to
which small farmer rzroduction credit components can be expected to achieve
increased small farmer incomes and productfon and with what efficiency.
Unfortunately, given the data available,lit is possible to address the above
concerns only in an indirect manner. There is a paucity of farm level data on
costs and returns fcr individual crops raised by the target group. The CDB/AID
Small Farmer Study curvey which In most regards is extremely useful, did not
adequately address itself to these questions. Given the costs and returns data
that are avallable it is extremely difficult to distinguish with any degree of
precision between different technology levels to permit estimates of returns to
increased levels of inobuts purchased with additional credit. The lack of small
farmer oriented producticn data is a serious constraint to analysis. Most
production technology data is oriented towards larger farms (estates or plantations)
and irrigated land; thus useful comparative costs and returns information is not
available even from experimental data (reflecting in part the low priority which
the peasant sub-sector has received).

The CDB Small Farming Study survey does permit the making of a rough
estimate of returns to input use. The following Table indicates that farmers
utilizing fertilizers or cnemicals had a new cash income per acre 277 higher
that those who use neither.

Returns to Input Use, Per Farmer and Per Acre

(Net Cash Income, Fertilizer/Chenical Use v, Non-Use)

(ECS, 2:1)
Net Cash Net Cash
Income Income Per Acre
Use of Fertilizer or Other Chemicals 584 168
Use No Fertilizer or Other Chemicals 302 132

Source: Estimated from CDB Small Farming Study survey preliminary supplementary
tabulation
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Al though these figures indicate that in general a favourable return to
input use can be expected, lacking more definitive information on degrees of
profitability by crop and on other factors besides availability which may
govern credit use, the conclusions which can be drawn are at best tentative.

For example, it could well be that farmers utilizing credit and higher
technology levels are producing for limited external markets and that given
problems of demand indivisibilities and market constraints, increased

production by even a small number of farmers would produce gluts leading to
decreased prices and profitability. Given such possibilities, the importance of
the specific territory by territory analyses to be performed in the Country
Investment Programs (CIP) and the Production Credit Program (PCP) can be seen as
these will have to analyze specifically such factors as marketing arrangements
and demand for anticipated increased output.

Perhaps the strongest arguments which can be made in favor of the
profitability of increased production credit is that the farmers themselves
appear to be anxious to borrcw. This is true in spite of the fact that they
have apparently little, if any, credit experience.

Table 5 indicates that the average cash costs of production per target
group farmer was approximately US S446. Preliminary estimates based on special
tabulations of the Small Farming Study Survey data indicate that for users of
inputs the average cash cost of production is at least 33% higher. Information
on credit user cash input costs from the survey is not available, but given
that farmers are at present under-financed, it is to be expected their cash
input costs would be higher still. Thus assuming that relatively complete but
not 100 per cent financing of cash production costs is desirable (among other
reasons to keep credit program participants away trom more informal credit
channels, which may have more efficient collection techniques), a S600 average
sub-loan size would seem to be a reasonable estimate.

Table 5 also shows that the average present production cost cash
outlay per acre 1s approximately S$158, Again, on baslis that the
average outlay of an input using farmer is at least 33% higher than
the averape, and keepinpg in mind the present situation of under-
financing, an average financing estimate of $210/acre appears

reasonable. Given that the maximum size holding of eliglhle farmers
{s 25 acres, it can easily be seen that the $2,500 upper level loan
limit in fact imposes an additional constraint on the credit pro-
gram to help insure broad-based small farmer participation. On the
basis of improved data and experience that will be available at the
time of the Project's first evaluation, the 52,500 limit may he

revised,
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TABLE 5
SALES OF FARM PRODUCE, COSTS OF PRODUCTION (CASH QUTLAY),

NET CASH INCOME FROM FARM, NON-FARM CASH INCOME PER FARMER
AND PER ACRE, IN ECS 2:1 ESTIMATES FROM SMALL FARM STUDY SURVEY

EC$/Farmer EC/Acre
Sales of Farm Produce 1257 445.7
Cost of Production (Cash outlays)
Land Rental i 1.4
Fertilizer 279 98.9
Chemicals 65 23.0
Tractor Services 12 4.3
Hired Labor
Soil Preparation 155 55.0
Planting 109 38.7
Fertilizer Application 37 13.1
Harvesting 105 37.2
Weeding 114 40.4
Other 12 4.3
(Total Hired Labor) (532) (188.7)
Total Cost of Production({Cash outlays) 892 316.3
Net Cash Income from Farm 365 129.4
Other Cash Income 127 _
Total Cash Income 492

Source: Estimates based on CDB/AID Small Farmer Study Survey

Note: In kind consumption is cxcluded
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2, Marketing

The Small Farming Study in the Less Developed Member Territories of the
Caribbean Development Bank, carried out in preparation for this loan, indicated that
food marketing, national, regional and extra-regional, is one of the most critical
constraints to growth in the agricultural sector.

The latest data on export volumes show that sugar, bananas and citrus exports
continued to decline below the 1967-69 levels. The domestic agricultural sector is
also in poor condition; evidence of this is the large and growing volume of Imported
food, especially grains, meat,and dairy products which are destined both for domestic
and tourist consumption. Recently, foodstuff imports have reached US$155 million
(USS86 million crop and crop products and US$69 million livestock products). Except
for wheat and flour all these commodities are widely produced in the Caribbean.
Between 1965 and 1972 agricultural export rose from US$202 million to US$253.5 million,
or at an annual growth rate of 3.3%, while agricultural imports increased from
USS164 million to US$304.5 million, or at an annual growth of 9.2%. During the period
the region as a whole switched from an agricultural surplus to a deficit area.

The problem of low productivity and ineffective market coordination is an
extremely important element tending to depress food production in the Caribbean.
Assembly costs are relatively high. Few assemblers have improved their systems or
to reducedcosts. Conditions are accepted as they are and few efforts are made to
improve their own marketing practices or those of their suppliers and customers.
Farmers are not encouraged to specialize in production, or to improve product
quality, through on-Ffarm grading, improved packaging or better handling methods.
Shipments leaving the farm often include over-ripe and damaged produce as well as
stalks, stems, rocks and foreign materials.

During the past decade,government-operated marketing organizations have tried
to improve the antiquated marketing situations which exist in many territories but
have been constrained by inadequate facilities, poor management, and by the narrow
range of commodities handled. Livestock and many fresh fruit and vegetable food crops
are frequently excluded from the limited systems of grading, pricing and storage.

Aggressive promotional efforts by either the private or public sector in the
Region to increase both quantity and quality of food products have not materialized.
In order for imports to be reduced, the marketing system has to change drastically
and aggressively. |t must respond to: the extremely broad range of the purchasing
power structure; the touri:m industry demanding high quality, standardized produce;
upper income residents deménding a variety of convenience foods; and the majority
of the population seemingly willing to accept lesser quality, at somewhat lower prices.
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The matching of supply and demand calls for considerable coordination at both
territorial and regional levels and a degree of discipline and control of production
(not yet achievable) to avoid disastrous market gluts of extremely ''thin'' local
and territorial markets especially for fresh produce. Two other factors are
crucial; production of the quality of crops acceptable in the market and exped| ted
transport from areas of production to the ultimate market. Quality has not recelved
enough attention; for example, Caribbean grown carrots are often of such low quality
that carraots imported from Canada, priced at 2 to 3 times the level for local carrots *
are preferred by buyers. |Intra and inter-island transport of fresh fruits and vege-
tables, and distribution to the ultimate markets are at present seriously deficient.

Except for the traditional export crops, there is a lack of territorial specia-
lization in the production of individual commodities, which is further aggravated
by the vast geographic fragmentation characteristic of the Caribbean. Consequently,
production of a given product may be scattered over a wide geographic area. The
effects of this geographical dispersion are several. First the farmer may not be
specialized in the production of those crops best adapted to his soil and climate;
second, the problem of assembling the marketable surplus is more difficult, time-
consuming, and costly. Third, the marketable surplus in any territory may be so
small or seasonal that it would preclude a marketing intermediary from providing
specialized marketing services. This paint is reaffirmed by the fact that 30% of
the small farmers interviewed by the recent Small Farmer Study survey indicated
that lack of a market demand was one of the principle constraining factors to their

farming operations. Fourth, since the small marKet volumes in many areas can
support few market intermediaries, either public or private, the structure of a
local or territorial market may be monopsonistic or at best oligopsonistic. In

relation to the foregoing, the small farmer survey indicated that 37% of the small
farmers did not expand production because of the low selling price for their pro-
duce. Also according to the survey,productivity is seriously inhibited by the lack

of an aggressive supply systen, Private importers and distributors of agricultural
supplies and inputs have not tried to seek out lower cost suppliers nor to engage
in large handlings of these commodities because of low profit margins. At the

same time,it is pot in the interest of agricultural development and regional self-
sufficiency to allow further rapid escalation of farm inputs prices. This has caused
a few territorial governments through their marketing boards to take over some of

the functions of supplying inputs.

Because of the existing nature of the marketinag channels, individual farmers
and '""higglers! have found it difficult to establish stable and routine sales and
supply channels. It appears that this has been perpetuated because of a lack of
attention to the basic domestic crops and livestock products which has led to pre-
servation of traditional management practices. Innovations such as grading, handling,
and packaging improvements could improve overall efficiencies by minimizing wastage
(shrinkage)} and spoilage, but has basicilly gone unadopted. Losses as high as 20% -
304 within the marketing channels are not uncommon throughout the Region. According
to Michigan State University's Latin American Marketing Program, case studies suggest
that such innovations are adopted where product market channels are favored with a
financial ly strong, innovative institution that can provide strong leadership.
Under existing marketing structures and practices, transaction costs are high, Lack
of standard packaging weights, measures and grades inhibit the flow of meaningful
information, forcing higglers and traders to personally inspect each lot no matter
how small. Thus physical handling costs are high as a result of the necessity to
individually negotiate, handle and transport small quantities of product throughout
the marketing system.

High handling costs have also been attributed to inefficient work methods, poor
transportation scheduling, inefficient inventory management, improperly designed
and poorly managed physical market facilities, inadequate and inefficient product




~ 59 .

handling and packaging, and high levels of product theft, wastage, shrinkage and
spoilage. These indicate serious managerial short-comings.

Perhaps one of the most critical constraining elements in the entire
production/marketing system has been inadequate quantitics of both short and long
term credit for financing demestic marketing functions. The traditional ordering
of credit priorities which tends to leave domestic marketing activities near the
bottom of the list is not defensible if the food system in the Caribbean is to
function as a transformation process where land, labor, management and capital resources
are combined to satisfy the form, time, place and possession utility demands of all
the people in the Region,

The marketing sub-project appraisal criteria and methodology (see Section
111.C.2.c.above) presented, are designed to bias the selection of marketing sub-
projects such that the most critical marketing constraints will be addressed.

An illustrative example of a typical marketing sub-project activity, financial/
economic analysis, for a public sector marketing board is presented in Annex C
Exhibit 1. (The example shown is illustrative only. The project is currently being
implemented and financed by the CDB from non-AID resources and will not be part of
the proposed program).

3. Feeder Roads

a. Purpose of Feeder Roads

The purpose of feeder roads is to provide the small farmer with easier and safer
access to the market for his produce, to stimulute increases in land cultivated by
him, to increase productivity, and to help the small farmer diversify his cropping
patter. The Project contemplates the construction of all weather minimum standard
feeder roads that range from one-quarter mile to five miles in length and which
connect with already existing all-weather roads that provide the link to markets.

b.  Small Farmer Target Group

Though the CDB does not place as much emphasis on the small farmer as does AID,
the 5 feeder road projects primarily affect the small farmer. Though precise
information !s not extractable from the Appraisal Reports prepared by the CDB, in
Belize the average farm size affected by the feeder roads is 11 acres while the
average for the island territories appears to be between 5 - 10 acres. Since
these feeder roads by the very nature of thair location in more marginal lands
appear to impact mainly upon the small farmer, it is safe to assume that the small
farmer will continue to be the focal point of feeder roads considered by the CDB.
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c. Rates of Return on Current Projects

Though the Appraisal Reports neither provide benefit-cost analysis of the
individual roads nor of the roads in the aggregate for a given territorial '"list'",
it is possible to make a rough estimate of the aggregate rate of return with the
information given. Using St. Lucia as the typical example of the 5 feeder road
projects currently being financed by the Bank, and applying the customary cash
flow analysis as outlined in Section III.C.2.d, we obtained an internal rate of
return of 16% (see Annex C, Exhibit 2).*With all theusual caveats, it appears
that with the rather large demand for feeder roads, it should be possible to
identify a significant number of feeder road projects that will provide at least
a 15% internal rate of return (see following section for details).

d. Potential Demand for Feeder Roads

Though the CDB does not have specific roads enumerated at this time, as it
does with the current feeder roads being financed, it is now in the process of
obtaining from ecach territory a new list of the feeder roads each is planning to
improve or construct in the next few years.

At this time the CDB estimates that it would use the AID loan funds to finance
additional feeder roads in precisely the same countries currently building feeder
roads with other CDB funds, discussed above, i.e. Grenada, Dominica, St. Vincent,
St. Lucia and Belize.

The 1BRD Caribbean Regional Study estimates that the four island territories
identified by the CDB as likely recipients of AID loan funds for feeder road construc-
tion plan to spend approximately 5.5 million for the two-year period 1977-1978,
while Belize plans to spend 511 million over the same period. Without considering
probable governmental projections beyond 1978, a 515.5 million demand for feeder
roads by these LDCs would seem to provide ample assurance that there will be more
than adequate demantd for AID toan Tunds,

Study survey reveals that when the farmers were
quericed about the effect of poor access roads on their productivity, approximately
5374 replicd that it was a major Vimiting factor.

o addition, the Small Farmer

¢ Amount of Roads that Hiﬂht be Built

To illustrate the total mileage that a given amount of loan funds could construct,
we assume that Sh million are available, that the average per mile construction cost
for feedcr voads in the istand tervitories is $60,000, and 530,000 in Belize, the
average overall cost being $50,000/mile.  Given thesc assumptions, it is likely that
approximately 80 miles of feeder roads will be built under the Small Farmer Develop-
ment Program.

* The example shown is for illustrative purposes only to demonstrate the type of
analysis to be applied to AID-financed sub-projects. The illustrative project
is currently being implemented and financed by the CDB from non-AID resources.



-61-

C. Government Policy Analysis

The CDB study of the eight LDC country situations covered the subject of
government policies which affect the agricultural sector in general and the
small farm sub-sector, more specifically. The general conclusion of the
policy portion of the study is that there are variations from country-to-
country in the seriousness of policy disincentives to agriculture. However,
serious policy disincentives do exist in all of the LDCs in forms which
jeopardize normal sectoral growth processes.

Most government policies have done little to improve the existing image
of agricultural employment, i.e., hard work, poverty, and littie opportunity
for reasonable profit and self advancement. At the risk of over-generalizing
or over-simplifying this problem area, the following policy disincentive
categories are briefly described and analysed, indicating some examples of
both positive and negative policies and their effects upon the agricultural
sector of the LDCs.

1. Discriminatory government policies which protrct non-agricultural
sectors and do not protect agricultural endeavours; government policies
which encourage - through estate type export crops at the expense of the

small farmer food crop sub-sector. In St. Lucia, for example, there is

no stated government agricultural policy. |In St. Kitts, the thrust of
government policy has been to strengthen the monoculture crop - sugar, which
was largely in the hands of a few large farm families. In Antigua only

limited attempts have been made to encourage domestic agriculture and small
farming. The demestic food production sector has been neglected in favor

of tourism. There is no agriculture development plan in Antigua. In Dominica,
the thrust in agriculture is in tree crop development of a type that is not
suitable or appropriate for small farmers., On the other hand, in Montserrat
agricultural development is at the forefront of government policy with

emphasis being provided to programs of land distribution and services to small
farmers. Belize has recently developed a National Plan which provides many
positive policies and programs to assist wmall farmers.

2. Discriminatory price policies which tend to favor consumers rather
than providing incentives for increasing production; price control policies
which discourage domestic production by pegging maximum prices of some

domestic products below equivalent imported commodities. In St. Lucia,
"Price Control Orders' have been used to control prices of food to consumers
but no miniwmum price guarantees have been provided for producers. The use of

controlled prices is not necessarily negative under some conditions - for
example, where prices become inordinately high during brief periods of unstable
supplies, this is not always the case, however. The CDB study on the LDC

country situations provided examples in several LDCs where prices of imported
foods (chicken parts, canned ham, and others) were allowed to rise and stay
above the controlled price of identical, comparable or highly substitutable
domestic products. Such policies are clear disincentives to domestic production,
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3. Discriminatory tax policies on agricultural export products; imposing
of Import duties on agricultural equipment, In St. Lucia taxes have been
imposed on copra and banana exports which are considered by growers to be

a burden. In St. Kitts in the recent past, dutles have been placed on farm
vehicles and irrigation equipment. The Government has recently changed this
negative policy by providing for a reduction of duties on farm vehicles and
waiving duties on irrigation equipment.

b, Lack of adequate land tax and land utilization policies which tend

to foster land speculation and under-utilization; Inadequate land tenure
policies or lack of political will to make necessary reforms. It is an
accepted generalization in the Caribbean that policies of low taxes on land
have allowed many estates to remain intact and operating at a marginal level
of efficiency or in a state of slow decline. |In Grenada, for example, only

65 - 75 per cent of estate land is in productive use while 90 per cent of
small farm holdings are under cultivation. Where opportunities exist for
non-agricultural development of estate land, these opportunities are exploited,
Some of Grenada's best land has been used for housing or for recreation rather
than remaining In agricultural production.

There is evidence that better land utilization policies are beginning
to emerge in some LDCs. In Belize, for example, policies and programs have
been started to provide as much as 100 acres to small farmers. Land distri-
bution programs (in some cases estate land) have begun on a small scale in
Montserrat, St. Kitts, Grenada, Dominica and St. Vincent.

5. Low percentage of public sector budgets allocated to the agricultural
sector. In St. Lucia only 4.3% of the estimated public sector capital
expenditures and only 5.6% of public sector current expenditures went to
agriculture. [n comparison, communications and works is allocated 79 per cent
nf capital expenditures. Although national budget allocations for agriculture
are also low in Antigua, in recent years they have been increasing rapidly,
i.e. 3 per cent in 1971; AL.! per cent in 1973; 6.2 per cent in 1974 and

8.1 per cent in 1975. In many LDCs, allocations are low because of meager
resources which are a result of fiscal and tax policies and a general decline
in the agricultural sector's contribution to the economy. A turn-around is
begirning to take place in some LDCs as a result of policy decisions and
political will.

6. Credit policies that discriminated against small farmers, In most
LDCs, government policies, programs or mechanisms to provide short term
production credit to high risk small farmers do not exist. While each LDC
has a DFC, such institutions extend credit for medium and long term farm
development to farmers who have collateral (land titles usually). The
minimum size for this type credit is so high that small farmers probably
would not wish to invest in long term farm improvement without security of
land tenure. The various grower associations (banana, lime, citrus, nutmeg,
coconut, etc.) provide short term credit to farmers for these crops, but
within the monopsony export market system so common to the Caribbean. The
net effects of these marketing arrangements are often negative and harmful
to the farmers in some respects.

e
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In summary, although policy is perhaps the most important factor
affecting agricultural development under government control, in the LDCs
it Is an under-utilized or mis-used tool. In the absence of government
policy which makes development sense, the impact of AID resources provided
under this project could only be minimal. Therefore, conditions have been
established in the criteria and methodology for sub-loan approvals by CDB
to assure that clearly disincentive policies, when and where they exist,
are addressed and minimized. In cases where government policies are such
as to cause serious negative impact, non-approval of sub-projects would be
necessary. These criteria are described in other parts of the Project Paper.
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D. Financial Analysis

1. Financial Analysis of CDB

a. Introduction

The CDB Charter requires a separate accounting of its Ordinary Capital
Resources (OCR) and its general concessionary funds and prohibits commingling of
these funds (although a single sub-project may be jointly financed by separate
ordinary and concessionary loans). The two funds are required to be self-
supporting, with the income generated by each window sufficient to cover the
administrative and technical assistance costs related to its operation; e.g. OCR
cannot be used to subsidize the operating costs of a concessionary fund. The
loan terms and conditions for ordinary and concessionary lending are shown in
Annex C Exhibit 3. As of 12/31/75, resources available to the Bank totalled
$146.1 million, comprised of $34.3 million in ordinary capital, $25.0 million in
a Trust Fund contributed by Venezuela (to be loaned at commercial rates) and
$86.8 million in concessionary funds (see Annex C Exhibit 4). A total of $90.7
million of these resources were committed under 170 approved sub-projects and
$29.3 million were disbursed. A review of the Bank's operations for the 1970-1974
period reveals a conservative capital structure and steadily increasing income
from operations {see Annex C Exhibit 5).

b. Ordinary Capital Resources

The financial statements for 1975 indicate that OCR activities are
currently operated at a profit (see Annex C Exhibit v). As of 12/31/75 the
Bank had no long term debt in its ordinary resources operation, however, the
Board of Directors has recently approved a $20 million loan from the IBRD and a
$7 million loan from the Japanese Export-Import Bank. The long term debt/equity
ratio, after inclusion of these two loans, would be .76/1 reflecting a conservative
capital structure for the OCR operation.

The OCR loan protfolio consisted of 43 loans totalling $24.2 miliion
of which $9.9 million was disbursed. The dollar value of the OCR portfolio is
heavily weinhted in favor of the MDCs with 60% of the OCR dollar value of loans
going to MDC public and private sector institutions, 327 to LDC public and
private sector institutions, and 8% represented by onc regional loan to the West
Indies Shipping Corporation. The portfolio is reasonably diversified with 56%
of the dollar value invested in agriculture, 31% in public infrastructure and
13% in tourism and industry loans. Broken down by type of borrower 61% of the
loans are to 1Cls, 317 to the governments and 8% to the private sector.

As of 12/31/75 one loan for $407,000, i.e. 1.4% of the OCR portfolio,
was $39,787 in arrears with respect to principal and interest and loans totalling
$1.4 million, i.e. 1.4% of the OCR portfollo, were $57,165 In arrears wlth
respect to interest (these: loans are stlll in the grace period). Full payment
of the overdue amount was made within 3 months with respect to .5 million of the
delinquent loans. Two loans have been made from the Venezuelan Trust Fund [n the
amount of $6,360,000, howszver, they have not yet been disbursed.



- 65 -

c. Concesslionary Lending Activitles

Concessionary operations encompass 5 separate 'sub-fgads''. Table §
below provides a brief characterization of the actlvity and poasition of cach at

12/31/75.

TABLE 6
(in $'000)

Available

Commitments

Disburse=ents wo. of

Resources (4 ighed Lipans
agreevents )
Special Development Fund {SDF) 61,938 47,646 15,748 649
Agricultural Fund (Canada) 8,506 4,164 2,289 i%
U.S. Housing Fund 10,300 3,040 654 ?
Trinidad & Tobago Courterpart
Fund 4,200 1,949 486 8
Commercial Livestock
Production Fund {(Canada) 2,297 -0~ 0= »
87,21 56,799 19,1717 79

— N A W e i TR Y T R st

In view of the size of the SDF relative to total concessionary eescufoes
and activity (SDF represents 70% of total concetsionary resources, 801 of
commitments and 82% disbursements) the financicl analysis of concessionary

operations was limited to the SDF.

Table 7 below reflects the current position

and performance of the SDF ‘sub-fund' from inception to 12/31//%, by year, by

donor and by sector:
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TABLE 7
(in $'000)

Contributions

Commi tments

Executed Agreements

Disbursements

Year y % % Z
1971 19,311 31 2,429 5 - -
1972 - 8,373 17 6,456 14 -7 -
1973 21,202 34 7,609 15 9,845 21 508 3
1974 10,000 16 20,677 I 6,321 13 1,882 12
1975 11,425 19 11,12 23 25,024 52 13,351 85
Total 61,938 100 50,500 100 47,646 100 15,748 100
Donor
USALD 22,000 36 20,406 4o 19,878 i 7,214 L6
Canada 10,000 16 9,846 19 9,846 21 2,872 18
Uni ted
Kingdom 8,513 14 8,338 17 8,256 17 3,051 19
Venezuela 10,000 16 9,378 19 9,378 20 2,500 16
fcdera\
Republic 6,425 10 1,911 4 - -
of
hGermany
Colombia 5,000 8 621 1 287 1 BB ]
TOTAL 61,938 100 50,500 100 47,645 100 15,748 100
Sector
Agriculture 5,080 10 610 4
Industry 3,150 6 1,120 7
Infrastructure 41,230 §2 13,770 87
Student Loans 1,040 2 240 2
TOTAL 50,500 100 15,740 100
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The SDF is currently operating at a profit (see Annex C Exhibit 7).
Net income for 1975 was approximately 2.6% of average total assets. However, 83%
of its income was generated by short term investments which yielded approximately
10% on average investment as opposed to the 4% yield on its loan portfolio. Thus,
as the mix of short term investments versus concessionary loans gradually becomes
more heavily weighted In favor of the latter, the return on assets will likely
decllne.

In terms of loan disbursements, the performance of the SDF improved
considerably in 1975. SDF disbursements during 1975 were more than 5 times the
cumulative total of all prior years.

The SDF loan portfolio consisted of 69 executed loans totalling $47.6
million of which $15.7 million was disbursed.

Eighty-two per cent of the SDF portfolio is invested in infrastructure
projects such as ports, electricity distribution, feeder roads, and water supplies;
10% is invested in agricultural projects such as marketing, agri-business, and
land settlement schemes; 6% is invested in industrial projects such as industrial
estates, small industry credit schemes, transport and tourism; the balance, 2%,
is in student loans. Broken down by types of borrower, approximately 72% of the
SDF loans were direct to LDC Governments, 15% were to ICls and 13% was for one
regional project (i.c. Leeward Islands Aid Transport). Annex C Exhibit 8 provides
a more detailed analysis of the SDF protfolio.

As of ../31/75 8 SDF loans totalling $4.2 million were $31,000 in
arrears with respect to interest. All but one of the loans were less than 7 months
in arrears and payment of the overdue amount was made within 2 months on 3 of
these loans totalling $2.1 million. None of the delinquent loans were considered
uncollectible.

. CDB Ability to Service Proposed AID Loan

The ability of the CDB to repay the propsoed AID loan is, of course,
directly related to the quality and management of its portfolio. As indicated
above, both the ordinary and concessionary operations arec operating at a profit.
All of the concessionary loans are either direct to governments or, if to public
sector intermediaries, carry government guarantees. Loans made to the private
soctor from the OCR are secured by mortgages or ocher forms of security.
ihe OCR and SOF porttfolios are reasonably diversified, and, for the most part,
the sub-projects financed by CDB loans, both to the public and private sectors,
are self-liquidating. In some instances, the CDB sub-loan agreements call for
the establishment of funded reserves to be used for debt service on the loan.
Repayment performance to date on CDB sub-loans appears to be satisfactory and no
foans have been written off. The conclusion, based on these factors, is that the
prospect of repayment of the proposed AID loan is good.
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e. Need for Additional Concessionary Resources

As an ICl the CDB requires uncommitted funds in order to undertake new
lending activities. As already noted, available SDF resources are now 82%
committed against approved loans and 77% are covered by executed loan agreements.
The Bank currently projects new commitments through 1977 of $49.9 million (see
Annex C Exhibit 9) which, after considering the current uncommitted balance and
projected loan repayments, will require $40.1 million of new SDF resources:

Proiected
Commi tments

1976 25.5
1977 2k .4

4g.9

——r—

Sources of Funds

Uncommi tted Balances of
Fxisting Contributions at December 1975 1.4

Projected Repayments tn Fund up to

December 1977 0.4
1.8
Less Portion of Colombian Contribution .
Payable after December 1977 2.0

Funds available to CDB 9.8
Projected Gap 4.
19.9

——

The Colombian Contribution, for which the Agreement was signed in November
1975 amounts to USS5 million. However, only USS3 milljon will have been paid
in by Decemher 1977.

The prior AID loans to the SDF (538-L-001 and 538-L-003) are now 934
commi tted and 33% disbursed. As with the rest of the SDF protfolio, the disburse-
ment rate on the AlD-financed sub-projects improved significantly in 1975, Current
projections of disbursements of AiD-financed CDB sub-loans indicates that they
will be fully disbursed by the terminal disbursement date of the AID loans, i.e.
12/31/77 on loan 001 and 12/31/78 on loan 003. 1In view of this, and in liaht
of the technical and economic analysis which demonstrates the demand for the type
of activitics i.cluded under the small farmer development program, the proposed

foan is considered to be justified at this time.
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Analysis of Interest Spread

a. Direct Loans

The CDB financial policy establishes the interest rate for SDF
lending at 4%. The costs of administering the SDF amounted to 12.3%
of average loan balance in 1974 and 8.7% in 1975. Since a large part
of the adminstrative costs are fixed, this decline is expected to
continue as the size of the portfolio increases. Nevertheless, it
may still be necessary to increase the SDF lending rate at some point
to ensure its long term viability, The CDB management has in fac
already requested Board of Directors' consideration of a 1% increase
in the rate, however, this has not been approved to date. The 2%
spread offered by the proposed AID loan will thus likely be inadequate
to cover the related administrative costs and will therefore have to
be supplemented by CDB funds from other sources. The CDB will be
assisted in this respect by permitting a portion of the AID loan
(up to $500,000) to be used for project administration and by the
provision of complementary grant financing for sub-project development
costs.

b. Loans to Intermediaries

The agricultural credit component of the program and possibly some
of the marketing activities (private sector) will be financed through
public sector intermediate credit institutions in the LDCs. The CDB
lends to these institutions at 4% and they in turn lend to final
borrowers at rates ranging from 5% in Grenada to 8% in Montserrat and
St. Lucia. Commercial lending rates in the Region are approximately
%-127.

In order to avoid a major decapitalization of the AiD-financed
agricultural credit scheme, it will be necessary to increase rates to
the final borrower at lcast to the level of commercial lending and
preferably higher in consideration of the higher risk and administrative
costs related to such credit. This was discussed with the CDB during

intensive review and it was agreed that the minimum effective interest
rate for AlD-financed aqgricu'tural production credit would be the
effective local commercial race.  Several alternatives for increasing
rates were explored (e.qg. prepaid interest, risk premiums). Accordingly,
a condition of the AID lean will be that the CDB, in its sub-loans to

intermediaries for agricultural credit, establish a minimum effective
rate to final borrowers at least equal to that of the effective local
commercial rates.
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Financial Plan

TABLE 8
Source of Funds - ($000)

AID Grant AID Loan CDB Other Total

Small Farmer Development "
Program 10,000 1,500 11,500
LDC Counterpart Funds 1,000 1,000
Technical Assistance Loo 400
Loo 10,000 1,500 1,000 12,900

* Up to $400,000 of the AID Loan may be used for technical assistance
as defined in Section IIl. C. above.

TABLE 9

Preliminary Resource Allocation of Program Funds

($000)
AID CDB Total
Agricultural Production 4,000 4,000
Credit
Agricultural Input
Distribution 1,000 1,500 2,500
Marketing 2,000 2,000
Feeder Roads 3,000 3,000
10,000 1,500 11,500
The Agricultural Production Credit Component will be entirely disburscd

in local currency and the remaining categories of sub-projects will
involve a majority of local currency expenditures. |t is therefore
estimated that local currency disbursements will account for 80 per
cent of the total AID loan,
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The preliminary resource allocation of AID funds is intended to be
illustrative only and is not based on actual projections of sub-projects.
The allocations shown are based on a qualitative estimate of what would
represent an appropriate mix of activities based on the result of small
farmer survey and the analyses contained in other portions of this paper.

The actual allocations by type of activity will be based on approved
sub-projects identified and selected for AlD financing on the basis of
the criteria set forth in Sectionill above. The total AID committment to

the project would not exceed $10,000 in loan funds plus $400,000 in grant
funds.
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E. SOCIAL ANALYSIS

1. Beneficlaries - Target Group Profjle

Peasant v. Estate Sub-Sectors

As discussed earlier in this Paper, the LDC agricultural sector for
purposes of social analysis can be divided Into two sub-sectors - the plantation

or estate sector and the peasant sector.

Accurately distlngulshing between the -

two sub-sectors on the basls of objectlve criteria is difficult, nevertheless
what follows is an attempt at a typology:

Size

Ownership

Cropping
pattern

Market

Input use
and yields

Labor
Absorption

Food
Production

Risk

The above typology is neither precise nor exhaustive.
also inaccurate.

Peasant Sub-Sector

Usually smaller than 25 acres

Usually owned by nationals,
individual or family

Normally multi- or inter-
cropped(see Annex C Exhibit 10)

Usually produced for export,
domestic and self-consumption

Low
High

High
High

Estate Sub-Sector

Usually larger than 25 acres

Usually owned by foreign corporation
or national governments
Normally mono-cropped

Usually produced for export, often
vertically integrated

High
Low

Low

Low

Increasingly it is

Increasingly plantations are dropping their production activitics

and concentrating on the marketing internationally of peasant produced products.
Traditional plantation agriculture, for four hundred years the economic backbone

of the English speaking Caribbean,

is passing into history.

The recasons for this

iv beyand the scope of this Paper, here it is sufficient to say that in the main
b tature of the LDC agriculture sector lies in the peasant or small farmer
sub-sector with some reom existing for medium size farms (25-100 acres) as well.

Primary and Secondary Target Groups

The primary target group for the activities to be undertaken under this

Project i< the small farmer sub-sector.
agricultural exploitations are under twenty five acres In size.
their productivity and welfare, that this project will focus Tts beneflits.

These are the LDCs' rural people whose

it is on them,
Prior

to passing on to a detailed characterization of this group, however, two secondary

target groups should also be defined,

They are the rural landless or almost

landless poor whose principal source of income is the selling of their labor and
the urban poor who spent a major portlon of thelr small incomes on food. The
latter two groups arc classed as secpndary target groups because even though thelr
welfarce is not of primary consideration in this project they are nevertheless
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expected to benefit significantly from the Project's effects. it is expected that
they will benefit from more ample and hopefully, In the long-run at least, cheaper
food supplies. They as well as the primary target group, will also benefit from
the Increased real demand for labor that wlll result from this Project. In spite
of the foregoing, It should be pointed out that the welfare of the Project's
secondary target groups will not be a predominant criterion in the development

and appraisal of sub-projects. The impacts of sub-projects on the welfare of

the secondary target groups wlll be a conslideration however.

Characterization of LDC Small Farmers

The CDB/AID Small FArmer Study Survey is the primary basis for the following
characterization,

LDC small farmers are on the average quite old. Thelr mean age is 52. This
mean age does not vary significantly among small farmer size sub-groupings, i.e.,
the average age of small farmers whose exploitations fall into the 1-5 acre,
5+ - 10 acre, and 10+ - 25 acre grouping is the same. The sample shows, however,
that considerable variation exists in the mean age from island to island. The
average small farmer age in Montserrat is 57.5; in St. Vincent 53.5; and in
Dominica 50.9. These high mean ages among a relatively much younger labor force
are the result of the large out-migrations from agriculture in recent years.

In spite of their relatively advanced age, there is little if any evidence
to support the stereotypical point of view that these farmers are backward,
unskilled and lack innocative abilities. On the contrary, studies performed on
small farmer technology adoption indicate that LDCs' small farmers are quite
quick to pick up improved techniques and cultural practices that are truly
advantageous. Similarly, in the conclusion to the Small Farmer Study, the
analyst referring to St. lLucia stated that ''Available evidence does not support
that alleged traditionalism, non~innovativeness, nor apathy have much cxplanatory
power....'.

Onc possible explanation for the LDC small farmers apparent lack of
traditionalism, in spite of his relatively advanced average age, may be that his

average level of educational a'*ainment is relatively high in relation to his
cohorts in other developing +  .ies. Table 10 below indicates that in all
siz¢ groupings the overwhelmir ,  ijority of farmers at least attended primary
school.

TABLE 10

RLLATIONSHIP BETWEEN SCHOOL ATTENDANCE AND FARM SIZE IN PERCENT
OF FARMERS SURVEYED

Total 1-5 acres 5+ - 10 acres 10+ - 25 acres
School Last Attended
Primary 95 99 94 89
Secondary 1 + 2 7
Higher 3 1 4 3
TOTAL 99 100 100 99

Source: CDB/AID Small Farming Study Survey
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Small Farmer Qrganizations

Two of the three LDCs surveyed had farmers' organizations to which many
farmers belonged; Montserrat does not have farmer organizations. Table 1]
summarizes data available from the Small Farming Study survey. It can be seen
from Table 11 that 35 per cent of the farmers interviewed belong to a farmer
organjzation. Generally speaking, these organizations are commodity crop
associations, e.g. the banana producers' association and the lime producers'
association. These associatlons are founded by law and all producers of a given
crop are automatically members. Perhaps for this reason, 31 per cent of the
farmers who say that they are members do not consider the organizations beneficial.
Generally speaking, the commodity crop associations is an export crop monopsonist
dealing with a monopsonist foreign buyer who sells in International and especially
U.K. markets, e.g. Geest and Company for bananas and The Rose Company for lime
juice. In addition to performing marketing functions the commodity crop
associations provide services to farmers such as in-kind input credit, subsidized
fertilizers, airplane crop spraying, etc. Little is known about the extent to
which the small farmer members actually control the commodity crop association
or about the nature of the influence in the associations by the foreign monopsonist
firms.

[t can be seen from Table 11 that within the target group, larger farmers
have a much higher propensity to belong to such groups than smaller farmers, even
though the latter are undoubtedly preponderant in numbers as association members.
Similarly the percentage of farmers (members) who consider membership beneficial
tends to increase with farm size.

Small farmer organizations in areas other than for export production are
almost non-existent; this lack could act as a constraint on the organization of
the marketing of food crops. The fact that present organizatlions are on a very
narrow crop-line basis when in fact most farmer-members are not so specialised
could act to inhibit broader based organization. Under this Project,preference
will be given to financing of necessary capital investment by small farmer groups
Similarly in the credit element prefcrence will be given to organized small farmer
groups wherever such an approach is feasible.
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TABLE 11

SMALL FARMER MEMBERSHIP IN FARMER ORGANIZATIONS AND THEIR
SUBJECTIVE OPINIONS ON WHETHER MEMBERSHIP {5 BENEFICIAL AND
REASONS FOR NON-MEMBERSHIP - PERCENTAGES OF FARMS SURVEYED

Total 1-5 acres 5+ ~ 10 acres 10+ - 25 acres

Mo. of observations 288 208 47 33
Members of Farmer Organization 35 38 47 74

Consider Benef:cial 24 17 33 68

Consider not Reneficial 11 (R 14 6
Recasons for not veing member

Not available 22 22 22 21

Not interested/inconvenient 11 14 4 7

Not beneficial 1 1 2

Disorganized 4 4 7 -

Other 9 8 11 +

Source: CDB/AID Small Farmer Study Survey
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Justification of Target Group Definition

The primary target group of this Project are LDC small farmers whose
farm exploitations are less than 25 acres in size. Table 12 below presents
estimates of cash net farm income and other cash income per farmer and per
capita by farm size group.

TABLE 12

Cash Net Income and Other Cash Income Per Farmer and
Per Capita by Farm Size Group, in ECS2:1

1-6 5+ - 10 10+ - 25
Total acres acres acres
Cash Net Farm Income 365 294 286 1047
Other Cash Income 127 85 65 103
Total Cash Income 492 397 351 1150
Persons per Family 6.5 6.1 6.7 6.0
Cash Income Per Capita 76 62 52 192

Source: CDB/AID Small Farmer Study Survey

Unfortunately, these estimates do not include the value of in-kind
consumption which could be considerable. Nevertheless, the estimate for the
cash income per capita is only US$96 per capita even for the 10+ - 25 acre
size grouping. If it is assumed that total per capita income is twice the cash
per capita income, then the resulting US$192 per capita is still considerably
below the average LDC per capita GDP of approximately US$380. It may be
concluded then, that even the farmers in the 10+ - 25 acre grouping for~ a
part of the LDC poor majority.
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2. ROLE OF WOMEN

To the knowledge of the Project Committee there exist no special
studies on the role of women in the LDC agricultural sector. In this respect
the Small Farming Study survey is also of only limited use because its design
was essentially a sex neutral one. In spite of this lack of specialized
studies on the matter, from the fragmentary evidence that it was possible to
assemble, as well as from first-hand observation, it is evident that women
play a very important role in the agricultural economy.

In the LDC countries, women traditional'y represent a major force in
economic and social affairs. The society of th~ region is strongly matriarchial
with women often being the effective heads of family units. Women often serve
as bread-winners and financial managers, as well as child-raisers. In the
agricultural sector more specifically, women play important roles in the
production and marketing of food crops especially.

The fragmentary Jata from the small farmer survey permits the conclusion
that women in the 15 - 64 age group in the rural area outnumber men by
approximately 50 per cent. Although little is known about the labor force
participation rates of rural women, data on the agricultural labor force sex
distribution is available from the 1974 Agricultural Census of St. Lucia.

This distribution is presented in Table 13, and indicates that women constitute
approximately 42 per cent of the persons employed in agricultural work., Women
are even more apt to be farm operators as they constitute nver Uk per cent of
St. Lucia's farm operators.,

It is not known to what extent these St. Lucia figures are typical of

all the LDCs. However, if these figures are at all indicative, the role of
women in the production portion of the agricultural sector is indeed an important
one. Although the Project Committee knows of no information on the role of
women in the marketing portion of the agricultural sector, it is thought that

the role of women in agricultural marketing, especially for domestic food crcps,
is even more important than their role in agricultural production. It is

thought that the overwhelming majority of LDC agricultural "middlemen' are

in fact women (who are called 'vendors'", 'higglers', or "hucksters'').

Given the importance of women in the productive activity of the rural
sector, the special non-sex discrimination criteria for CDB sub-project
appraisal are of special importance. (See Section II1.C.2.a.(19) on page 25).



PERSONS EMPLOYED IN AGRICULTURAL WORK, BY TYPE OF

TABLE

13.

WORK AND SIZE OF FARM, ST. LUCIA, 174

0-5 5+ - 25 25+ - 200 200+ Total Total
acres acres acres acres 0-25 acres

Employment in Agricul ture
Total Employed 23,781 5,797 1,592 1,842 33,012 29,578
Males 13,635 3,511 1,120 909 19,175 17,146
Females 10,146 2,286 472 933 13,837 12,432
Paid Workers 1,549 1,291 765 1,797 5,402 2,840
Males 1,223 899 526 877 3,525 2,122
Females 326 392 239 920 1,877 718
Unpaid Workers 1,746 499 94 - 2,339 2,245
Males 1,120 348 73 - 1,541 1,468
Females 626 151 21 - 798 777
Farm Operators 20,486 4,007 733 45 25,271 24,493
Males 11,292 2,264 521 32 14,169 13,556
Females 9,194 1,743 212 13 11,162 10,937

Sowrce: Derived from 1974 St. Lucia Agricultural Census.

-8l -
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V. IMPLEMENTATION ARRANGEMENTS

A. Caribbean Development Bank (CDB)

1. Responsibilities

The CDB, as borrower and administering agency, will have primary responsibility
for overall administration and coordination of the small farmer development program
in accordance with the criteria set forth in Section 111.C. The CDB will have final
responsibility for preparation of the Country Investment Program, the review and
approval of the LDC production credit programs, and other sub-project activities.
The (DB will coordinate the efforts of other local and regional institutions in
the implementation of individual sub-projects. |In addition the Bank will be
resporisible for assessing the technical assistance needs of sub-borrowers and making
arrangements for implementing such assistance,

2. CDB Background

The CDB, which is recognised as an associate institution of CARICOM, was
established in 1970 by 16 regional member countries and the U.K. and Canada (see
Annex D Exhibit i). The United States is not a member of the Bank but has contri-
buted a total of US$32.3 million to the CDB in the form of concessionary loans,
the earliest of which was for US$S10 million in 1971. Venezuela and Colombia became
members of the Bank 1973 and 1974, respectively. The Bank's charter states that
the main objective of the Bank is to contribute to the economic growth and develop-
ment of its member countries in the Caribbean and to promote economic cooperation
and integration within *hec Rzainn. The Charter places emphasis on the Bank's role
in meeting needs of its LDC member countries.

3. Organization and Staffing (see Annex D Exhibit 2)

The Board of Governors is the highest policy-making body of CDB and is constituted
of representatives from each member country (except for Montserrat, British Virgin
Islands, Cayman Islands and Turks and Caicos lIslands who collectively elect one
qovernor) . The Board of Governors meets annually. Voting power is roughly propor-
tionate to shares subscribed with a slight weighting in favor of the LDCs.

The Board of Governors is composed of 10 members appointed for renewable two-
ccar periods.  The non-regional members are represented by two of the 10 directors.
!he Goard of Directors meets at least every twa months and is responsible for general

policy and the direction of Bank operations, approval of the Bank administrative

tudget, and submission of financial statements for Board of Governors' approval. All
ans, qua antees and other long-term investments by the CDB require Board of Directors'
approval.
The current President of the Bank is Mr. William Demas, formerly the Secretary

General of Both CARIFTA and CARICOM. As of March 1, 1975 the Bank staff totalled
115 of which 59 were professionals. Of the professionals, 8 were recruited under a
UNDP financed scheme implemented through the IBRP.,  AID has provided two technical
assistance advisers (housing) and Canada, two. The Bank has an on-going program for
the training of its professional staff through attachments to the World Bank, the
Inter-American Development Bank, and other relevant institutions.
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The CDB is organized under three project and four suppor: divisions all of
which report directly to the President. The largest project division in terms of
staff and lending volume is the Agriculture Division which presently has ten pro-
fessionals located at the Bank and eight Farm Improvement Officers permanently
assigned to LDC institutions. The two other divisions are the Industry and Tourism
Division with a staff of 5 professionals and the Technical Division with a staff of
ten. The latter is responsible for infrastructure, transportation, and housing
projects and also assists the other divisions in technical matters.

The project divisions are complemented by four support divisions: Economlics

and Project Analysis; Finance, Administrative and Legal. The Economic and Project
Analysis Division,with a staff of 8, is responsible for the economic appralsal of
projects. In addition, a plan has recently been formulated whereby the Project

Analysis Division will undertake detailed analyses of the economies of its member
countries, sector studies and identification of regional integration projects with
the objective of formulating a more efective lending strategy.

L,  Project Development and Implementation

The development and analysis of projects is performed by ad hoc multi-
disciplinary teams with an appropriate mix of expertise appointed by the President.
A loan committee, composed of the President and Division Heads meets bi-weekly to
moni tor the progress of new project development and to approve projects for
presentation to the Board of Directors. CDB appraisal techniques include analysis
of the technical, financial and economic feasibility of a project, its organization
and management, services that can be provided by supporting organizations, sound-
ress of relevant marketing and legal arrangements and rate of return as compared with
alternative projects.

Project implementation is the responsibility of a project manager within the
appropriate technical division assisted by the various support divisions and
other technical divisions as needed. For example, the General Counsel attends to
projects until all conditions precedent are satisfied and the Treasurer disburses
acting in consultation with the project divisions.

The CDB recently established a new unit, the Loan Supervision Unit, to advise
and assist the project divisions in expediting project implementation. Project
implementation reports are prepared on a quarterly basis and are rev.ewed by an
Investment Committee comprised of the President and the Division Directors.

BasJd on the above assessment, and AID's prior experience in reviewing CDB
projects it is concluded that the CDB has the necessary expertise and capability
to administer the proposed program. This would include, where appropriate, the
ability to contract for and administer services of consultants to perform
specialized analyscs or to provide technical assistance to sub-borrowers which
the Bank may not be equipped to undertake; i.e. social analyses, environmental
impact, and long term marketing assistance.

5. Implications of Proposed Program for Bank Staffing

The major increase in Bank staffing required as a result of the proposed
program will be the addition of Farm Improvement 0ffices (Fi0s) to supervise
and provide technical assistance for the production credit schemes in the LDCs.
The costs of the FIOs rzlated to this program (the Bank already has one FI0 in
each territory) wili be eligible for AID loan financing, however, such costs will
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be passed on to the wDCs or the intermediary institutions either in the form of
an increase in the CDB lending rate or as a direct charge. |If a direct charge,
the FI0 costs may in turn be financed by the CDB in its sub-loan to the intermediary.

B. Sub-Borrowers

The basic institutional structures necessary for the implementation of the
program are currently in place in the LDCs. the capacities of these institutions,
in terms of management, staffing, and financial and physical resources vary
considerably between the LDCs. In general, however, they currently lack adequate
capacity for effective program planning and project identification, design and
management. The CDB has played a significant role in this regard by providing
technical assistance designed to improve LDC capabilities in these areas. It is
estimated that 15% - 20% of CDB staff time is spent advising governments on development
matters. Several examples of such assistance are:

- Belize - preparation of long-term policies for agricultural
marketing, rural electrification, and Urban Working Class Housing.

- St. Kitts-Nevis-Anguilla - establishment of a long-term public
agricultural plan and on Port Development.

- St. Lucia - formulation of a rural development program and on
rural electrification.

In addition, the CDB was instrumental in the establishment and strengthening
of the DFCs in most of the LDCs.

CDB project appraisals, as a normal practice, include an assessment of tbe
borrower's capacity to implement the project. On this basis determinations are
made as to the need for training, technical assistance, increased staffing, or
institutional reform and such requirements are integrated into the project design.
Indeed most of the Bank's loan agreements carry conditions and covenants related to
the improvement of the borrowers' project management capabilities.

In the implementation of the proposed program, the Bank will apply the same
criteria and methods for ensuring sub-borrower capacity to implement and manage
AID financed sub-projects. In addition, AID grant funds will be available to

finance training and technical assistance for sub-borrowers which is outside the
scope o[ "he CDB normal activities.

C. AIlD

Because of the ICl nature of the project, AiD's role in the administration of
the project will primarily involve the approval of plans, programs, certain sub-
projects, and the evaluation of the overall program. In the early stages of

implementarion a minimum amount of consultation with the Bank will be required to
install the small farm budget system and to design the questionaire referred to in
the evaluation plan. This will be accomplished by AID/W personnel.
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A two-person AID office, located in Bridgetown, is currently being planned.
When established, the Bridgetown office will assist in the day-to-day monitoring
of the program and assist in resolution of any implementation problems which may
arise. However, in v'ew of the limited staffing of the Bridgetown office, the
analysis and approval of program plans and sub-projects will be made in AID/W.
Annual joint CDB/AID evaluations will be performed by AID/W personnel in conjunction
with the staff of the Bridgetown office.

D. Procurement

Goods and seivices financed under the loan will have their source and origin in
countries included in Code 941 of the AID Geographic Code Book or in the country in
which the sub-project activity is located. Procurements in the country in which
the sub-project is located shall be defined as local procurement.

As with prior AlD loans to the CDB, AlD will seek to negotiate mutual untying
agreements with other donors for current replenishments to the CDB.

E. Disbursement Procedures

Disbursement procedures will be handled in the same manner as prior loans to
the CDB:

1. Local Currency - Disbursement for local currency expenditures will be
made under direct reimbursement authorizations (DRA). A DRA will be
established for each type of sub-project i.e. feeder roads, marketing
and production credit and technical assistance. The CDB will submit
requests for reimbursement with supporting documentation to be prescribed
in implementaticn letters on at least a quarterly basis. Under each of
the DRAs the CDB may request an advance of funds based on the estimated
disbursement for a three-month period.

2. Foreign Exchange - Disbursements for foreign exchange expenditures will
be made under the letter of commitment/letter of credit procedure for all
individual procurements of goods or services which exceed US$15,000.
Disbursements for individual off-shore procurements for less than this
amount may be made through the DRA procedure described above.

F. lmplementation Plan

The major implementation actions, responsible parties and method of implementa-
tion are as follows:

Action Responsible Party Method of Implementation

i. Loan Authorization AilD

2. loan Execution AID and CDB Loan signed in Bridgetown.

3. Preparation of Country Invest-~ CIP will be based on Small Farmei
ment Programs (CIP). cbB Study, LDC listing of priority

feeder road projects, further
analysis of constraints, dis-
cussions with LDC governments.
CDB staff will be assisted by
AID grant-financed consultants
in preparation of CIP. AID
approves CIP.
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Action Responsible Party Method of Implementation
4. CDB Board approval of cos

production credit terms in-
cluding a revision of minimum
loan size and increased interest
rates to final borrowers.

5. Preparation of Production LDC Intermediate PCP will be based on survey of
Credit Programs (PCPs). Credit Institution production credit needs and
market potential for crops
included in credit schemes.
Credit institution will pe
assisted by CDB FIOs in
preparing PCP.

6. Design of evaluation coB, AlD AID/W TDY personnel) will develop
questionnaire questionnaire in conjunction
with CDB and to extent possible
with participation of LDC credit
institution.

7. Sub-project ldentification CDB and LDC LDC loan applications, CDB pro-
Governments ject identification teams.
8. Sub-project development Where specialized expertise is
and appraisal CbB required, COB will be assisted
by consultants (e.g. LAAD) or
other regional institutions
such as CARDI or the UWI, the
cost of which will be grant-

financed by AID.

9. Installation of small farm AID/W TDY personnel will install
budget system in CDB AlID and CDB system and train CDB personnel.

G. Conditions and Covenants

1. Terms of lending to Final Borrowers under Production Credit Scheme - CDB
regulations currently prohibit intermediate credit institutions from using SDF funds

for loans of less than 5 years repayment period or more than 8% interest. These
terms conflict with those proposed for the agricultural production credit scheme,
i.e. at least commercial rates (currently 11% - 12%) and including risk premium

and no lower limit on repayment periods.

This was discussed during intensive review with CDB management who agreed to
seek Board of Directors approval for revision of these terms. Formal Board approval
would be required as a condition precedent to disbursements of AlID funds for agricul-
tural production credit.

2. Country Investment Prcgrams (CIPs)- As a condition precedent to disbursement
of AID loan funds in any LDC, the CDB shall prepare and submit for AID approvai
Country Investment Programs as outlined in Section 111.C.1.
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3. Sub-project Criteria and Methodology - As a condition precedent to dis-
bursements for any specific category of sub-project (i.e., credit, inputs, marketing,
feeder roads) the CDB shall submit for AID approval the criteria and methodology to
be applied in the selection of sub-projects under the respective category for
AID financing.

4, lnput Distribution - The CDB shall covenant to ensure that appropriate
measures are taken for increasing the availability of agricultural inputs in those
LDCs where AID loan funds are to be utilized for agricultural production credit.
This may be accomplished by the implementation of the CDB's proposed regional agri-
cultural input distribution scheme and/or by the development of national schemes.
CDB resources of up to $1.5 million would be made available for this purpose.

5. AID Approval of Sub-projects - The CDB shall covenant to submit for AID
approval any sub-projects that exceed $500,000 or which has an internal rate of
return of less than 15% and which is to be wholly or partially financed with AID
funds. (The $500,000 limit will be reviewed for appropriateness at the first
project evaluation).

H. Evaluation Plan

1. Principal Evaluation Questions

Among the most important questions to be answered in the course of the Project's
evaluation are:

(1) Is the project's definition of the primary target group an appropriate
one? |f not, how should it be reformulated?

(2) s a significant share of the project's resources reaching poorer
members of the target group?

(3) Are the project's resources contributing to a better utilization of
family labor, hired labor, land and other resources?

For evaluating credit sub-projects the following questions should be addressed:
(nm Is more food being produced by credit recipients than formerly?

(2) Are small farmer borrowers utilizing credit in a productive manner
(i.e. are their net incomes being favorably affected by credit)?

(3) What relationship, if any, exists between credit users' income and/or
wealth and their loan repayment records; are farmers who are able to
offer collateral other than crop liens better risks?

(4) What relationshin, if any, exists between the differing production
technologies employed and the recipients' income; does the degree of
credit supervision have a bearing on borrower success or repayment?
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For evaluating the impact of the marketing and feeder road sub-projects, the
following questions seem appropriate:

(1)
(2)

(9)
(10)
(11)

(12)

Have improvements been achieved in gross marketing margins?
Are such subsidies as being paid to participating marketing organiza-- -
tions beneficial and well conceived? What is the impact of such subsidies

on the welfare of the primary small farmer target group and on food
production?

Have improvements been achieved in the operating efficiency of marketing
organizations? Could further improvements be achieved?

Does a greater concern exist in participating marketing organizations
about the handling of small farmer produce?

Are marketing organizations operating in a larger number of product
lines?

Has marketing intelligence been improved?
Has spoilage, wastage, and shrinkage been reduced?

Have improvements been brought about in the appropriateness, availa-
bility, and timeliness of input supply?

Has coordination and cooperation between LDC marketing bodies improved?
Has progress been made in the areas of weights and standards?

Have attempts been undertaken to improve '‘middleman' (higgler)
efficiency?

Have sub-projects contributed to the formulation of better price
policies?

Are sub-project roads and other physical facilities being used effi-
ciently?

Have sub-projects resulted in a decrease of intra-territorial and
inter-territorial transportation costs? To whom have these benefits
accrued?

Has improved transportation resulted in improved product quality?

Have sub-project feeder roads led to an increase in net marketable
surplus? Have changes in cropping patterns been induced; has small
farmer income increased; what has been the effect on land rental
value?

Have sub-projects contributed to improved maintenance of roads and other
physical facilities?
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2. Evaluation Methodology

For the credit sub-projects a questionnaire will be developed that will form a
part of the loan application of every fifth small farmer borrower. This question-
naire will be developed by the CDB and approved by AID. AID will make available to
the CDB short term assistance for developing the questionnaire.

The CDB sub-project appraisals will form the basis for evaluating project
activities in the areas of feeder roads and marketing. As a part of CDB feeder
road sub-project appraisal, a variation of the questionnaire mentioned above will be
administered to a representative sample of farmers in the proposed road's area of

influence. The data gathered in this manner will serve as baseline data for later
evaluation. Prior to the final evaluation,areas of influence of roads that have
been completed for over a year will be re-interviewed to ascertain whether the

projected benefits are in fact coming about.

3. Evaluation Schedule

The Ffirst joint AID/CDB evaluation will take place within 21 months of loan
authorization. The primary purpose of this evaluation wil' be to appraise the
reasonableness and appropriateness of the AID lending criteria and to make recom-
mendations for their modification if necessary. Further joint evaluations of the
Project will take place on a year basis thereafter with a final evaluation scheduled

for 9/30/80.
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ALLIANCE FOR PROGRESS

Page | of 3
DEPARTMENT OF STATE : ks
AGENCY FOR INTERNATIONAL DEVELOPMENT
Washington, D. C. 20523
2/19/75 :

Mr, William Demas
Fresident
Caribbean Develnpment Bank
P. 0. Box 408 - Treasury DLuilding
Bridgetown, Darbados, W. I. o v

Dear Mr, Demas: ;

* A}
On January 30, 1975. the Latin America Bureau Development Assist-
ance Executive Committoe (DAEC) met to zeview the CDB reguest for
AID loan assistance. The purposc of this review was to determinc
vhether the boani's request for assistance is consistent with critoria
estabiished in recent U,S, Foreiugn Assistance Jegislation and cherce
fore varraats further development, This legislation gives priorics
in the allocat:ion ol Ald resources oo Znproving the lives o0 the
ponrest acgnant of the population by increasing their capacily to
participate in thec development process. Beth the agriculturs and
rural secctors cr2 specifically cited as areas in vhich ATD cun as-
sist in alleviating critical problems vhich relate to the majowity
of the people,

The DAEC concluded Lthat provision of assistance to the CDY for small
farmer agricultural development is consistent with our leginlative
mandate, but scrious gucstions and reservalions wWere expresscc as Lo
the Bank's program as currcntly proposcd., Spcecifically, it was our
concern that tiie progi‘am has a relatively narrow focus and appzirs o
concentratic a hish proportion of resouvrces on a relatively small
numbexr of farmevs. e woula hope Lhat it wouid be pessible to de-
velop & program that yvould benefit Lhe substantial numbor of cilst
small fariaars Vil may lcave the land unleegs they receive incraased
incentives ang support, Civen the severity oi existing unenploduient
in the arec ond the impeortance nf agriculture as a source of employ-
ment, we would like to explore with you iurther the options available
for affecting a larger segment of the agricultural population,

In this regarc we would be prepared to consider such:things as a pro-
gram direcled ai iniprovement of regional markeling fecilities. Ve
understawci hal oie of tile riote serious constrainls Lo incresging
focd production and farm incomes in the rezion is the disincentive
created by low ond unstable markel orices for farm output, Thesa
market prices are generally the result of govermmental pricing
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policies and/or scasonal and geographic aluts caused by the

lack of adequate marketing facilitics, This might be an aroea

in which the Bank could have a significant impact by providing
the needed techmical and financial resources to individual tor-
ritories to assist them in establishing marketin~ corporations.
This is but on¢ cxample of tho type of proaram which AID would
regard as within jts current development priorities. The Bank
may wish to propose other alternatives which could be considercd
for AL financiung, In this regard; the forthcoming 1BRD study
of the Caribbean agyiz.'tural secto¢ may identify other serious
constraints and prove . , be a usej ']l tool in developing an agri-
cultural lending program for the reginn, %

We would liope that further consultations with the CDB could lcad
to a joint pregram wiich would have wider impoct on small scale
farming in the region, especially within the less developed
countrics. To this end ALD would consider providing both the
grant technical assistance as well as the financial resources
necessary to assist the Dank in the development and implesenta-
tion of an alte¢rnative proaram. Ve would be hippy to explore ihi

approach siith you further at vour convenicnce. In anticipation
thatEicEmitunliiiginsrcoabliooinsornlaanSic oS T L N ey
st gramiing funds for a CDB aaricultural program for fiscal yeuar

1976 stavting July 1975,
We ave also concerned by the current status of disbursements of
existing AlD loans to the SDF.  As of December 31, 1974, only
sonc nine pevecnt (95) of these loans weve disbursed, We wvould
consider the dishurscients of §10.% million vhich you have pro-
jected for CY 1975 as satisfactory progress in the implementition
of these loans, 1In any avent, it nay be nacessary to establich
some reasonable disburscnent level under existing ALD loans as
a precondition to the execution of any new loan.
Several other issucs wverc raised during the veview., They in-
cluded Lhe coniitment of other donoxs to the propsram, the
territorial distribution of proposed activities, and the ca-
pacity ef the CD3 staff aud member rovernments to plan and
implement: a layge scale agvicultural program over the next
several years, We hope Lo considor with you and your staff
these issues in more detail as they relate to possible alterna-
tive development strategies.

1}

) -

| |
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Mr. Willo:a Deosas =3«

We would .poveciznte your fnitial reactions to this letter aud
wvould ho, . €0 plau a visit to the zank for furthar on-site
disenssic ' ac the carlicst onportunity,

Johu R, Breen
Dirastor

Offica of Develonmant Resonrces
Burcau for Latin fmerica

CCt ilr, L, Tantierstone
% Aceican prbossny, Liidecsown

A
VD '
prarLeea oy J;x/'ll{\:'J.w..'S(.L‘..; v eV ..icl:].'jb;:{/l;.(_:/l?:
/"1/ © \ \‘-'. e ’”7 g
Clearvances:  LA/DR:iLi. o . . AS/IAEKIeine L L .

shuowe

LA/GC: I Lu
LA/DR:Jilaeon_

LA/CAR: Riivdd Ly sion (drary)

)

Viwheeleor T
LA/DP:DEvbe
rYpPC:Loacli (i)
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CARIBBEAN" DEVELOPMENT BANK

P.O. Box 408 Wildey
Sto Michuel  Barhados  W.1,
Telephone:s 61152 Cable Address: “Carilink,* ‘Telen WEB28

/1

March 12, 1976

Mr. Donor Lion

US Agency for International
Development

Washington D.C. 20523

U.S.A.

Dear Mr. Lion:

Pursuant to discussions held to date between the Caribbean DRevelopnent
Bank (CDB) and the Agency for International Davelopment {AID), the CDE has
formulates a programne for increasing the productive resources and services
aveilable to small farmers in the less developed member counuvrias (1.bCs) -
Antigua, Belize, dritish Virgin Islands, Cayman lslands, Dominica, Grenada,
Montserrat, St. Ritts/Nevis/Anguilla, St. Lucia, St. Vincent, Turks and Caicos
Islands - of the CDB.

2. In order to finance this programme we are requasting a US$10,000,C00 loan

at the most concessional terms available and a USS400,000 grant from the
Government of the United States of America which will be supplemented by resources
of the CDB.

3. The programme proposed for financing would operate within the structure of
the Bank's special operations as a special fund within the meaning of Article 8,
paragraph 2 of the Bank's Charter. The programme is designed to fill a gap in
the credis facilities which are provided at present to small farmers from
another of the Bank's special funds ~ The Aaricultural Fund - the resources of
which are concentrated on the provision of medium and long ters credite to
farmars whose net worth does not excecd the equivalent or EC$150,000 by means

of loans of not less than EC$3,000 in any one casec.

L.  The programic would encompass scveral types of complementary small farmer
development activities, such as -

(a) Agricultural production credit;

(b) Distribution of agricultural production inputs;
(c) Improvement of marketing facilities;

(d) Feeder road construction.

Mo nasoud
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Mr. Donor Lion March 13, 1976

5. The CDB would be responsible for the development and appraisal of
programne and project activities to be financed by the Bank. The projects would
be implemented by the LDC Governments and institutions.

6. It is understood that a condition precedent to disbursement of AlD funds
for the programme vould be CDB's agreemert to:

(a) make such revisions in CDB lending policy as might be
necessary to achieve the programme's objectives;

(b) prepare for AID approval criteria and methodology for the
selection of projects to be financed under the programme; and

(c) prepare for AlD approval Country Investment Plans for each
participating country.

7. It is also understood that in the implenientation of the programme the
CDB would be required to covepant to:

(a) ensure that appropriate measurcs are taken for increasing the
availability of agricultural inputs in thosec countries whcre
AlD loan funds are to be utilised for agricultural production
credit. The CD8 would make adequate funds from its other
resources available for this purpose; and

{b) submit for AID approval all sub-projeccts which exceed such

amount as may be aqreed between AID and CDB as well as
justification of those with econonic rates of return of
less than 15%,

8. With regard to (b) of paragraph 7 above CDE hereby requests A D to
consider an increase in the present free limit of $500,000 in view of inflation
which has taken place since 1970 when the limit was first established.

| am grateful to you and your staff for all the effort they have put into
the formulation of this fourth loan and look forward to the continuation of
such cooperation in the future.

Yours sincerely,

(R AL ST Y

William G. Demas
President

WGD/ms
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LOAN AUTHCRIZATION

Provided from: FAA Section 103 Funds (Food and Nutrition)

REGIONAL: Caribbean Development Bank (Integrated
Ag:ricultural Developmunt)

Pursuant to the authority vested in the Administrator of the
Agency for International Development ("A.I.D.") by the
Foreign Assistance Act of 1961, as amended ("the Act"),
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 Caribbean Development Bank ("Borrower'")
of not to exceed ten million United States dollars (310,000,000)
to assist 1in financing the United States dollar and local
currency costs of Borrower's Agricultural Development Lending
Program. The Loan shall be subject to the [ollowing terms
and conditions:

I. Interest and Terms of Repayment.

Borrower shall repay the Apency for International
Development ("A.I.I".") in United Jtates dollars within forty
(40) years from the {irst disbursement under the Loan,
including a pgrace period of not to exceed ten (10) years,
The Borrower shall pay to A.I.D. in United States dollars on
the disbursed balance of the Loan interest of two percent
(2%) per annum during the grace period and three percent

(3%) per annum thereafter.
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IT. Source and Origin.

‘Except for ocean shipping, goods, services and marine
insurance financed under the Loan shall have their source
and origin in any country included in A.I.D. Geographic Code
941, Canada, the United Kingdom, or any member country of
the Borrower located in the Western Hemisphere. Marine
insurance may be financed under the Loan only after it is
obtained on a competitive basis, and any claims thereunder
are payable in freely convertible currencies. Ocean shipping
financed under the Loan shall be procured in any country
included in A.I.D. Geographic Code 941, Canada, the United
Kingdom, or any member country or the Borrower located in
the Western Hemisphere, except those States or Territories
of' the site of the related subloan.

III. Local Currency Costs.

United States dollars utilized under the Loan to
finance local currency costs shall be made available pur-
suant to procedures satisfactory to A.I.D.

IV. Conditlons Precedent.

A. Prior to any disbursement or to the issuance of
any commiiment document under the Loan for the
purpose ot {inancing any project in a particular
Less Developed Country ("LDC"), the Borrower shall
furnish to A.I.D. for A.I.D.'s approval, in form

and substance satisfactory to A.I.D., a Country

Investment Program for such LDC.
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B. Prior to the first disbursement or to the issuance
of any commitment document under the Loan for the
purpose of financing any specific subproject, the
Borrower shall submit for A.I.D. approval the
criteria and methodology to be applied in the selec-
tion of eligible subprojects.

Covenants.

Borrower will covenant and agree:

A. to insure that approprilate measures are taken
for increasing the availability of agricultural
inputs in those LDCs where A.I.D. loan funds
are to be utilized for agricultural production
crediti'nnd

B. to obtaln A.1.D.'s concurrence prior to author-
1zinym any subloan financed with {'ive hundred thou-
sand ($500,000) or more of funds made avallable
under the Loan or cxcept as A.I.D. may otherwise
agree tn wreiting.

Other Terms and Condltions.

The lLoan shall be subJect to such other terms and conditions

AJL.D. may deem advisable.

Administrator

Date
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Integrated Agricultural Development

{INSTRUCTION: THIS IS AN QP TICHAL
FORM WHICH CAN BE USED AS AN AID
TO ORSAMIZING DATA FOR THE PAR

REPORT. IT NEEO HOT BE RETAINED
CR SUNM!TTED) -

Lifq of Project:
From FY i976 yo FY____ 1980

Yotal U.S. F
Date Prepcred:.

PAGE 1

NAT.ATIVE SUMPARY

OBJECTIVELY VERIFIAZLE NJiCATORS

MEANS OF VERIFICATION

UMPORTANT ASSUMPTIONS

Progrom or Secia Gocl: The bwecler ¢ [ectivato
which this project contribuies: (A-1)

Increase income and standard of
living of the small farm sub-
sector in the Lesser Developed
Countries of the Encligh-speaking
Caribbean.

Subgoal:

Increase production,productivity
and crop diversification of small
farm sub-sector.

¥easures of Gocl Achiiavemant: (,4-2)

1. Reduction in rate of
growth of agricultural
imports.

2. Increased food produc-
tion for internal consumption

3. Decrease in traditional
export crops as percentage
of total small farmer pro-
duction,

(A-3)

- CARICOM trade reports. -

- National production
statistics,

- End of project, small farmer
survey,

Assumptions linking purpose and goal.

Significant progress will be made towards
eliminating or minimizing policy and in-
stitutional constraints which limit small
farmer agricultural development.

Other donors will continue to provide
financial and technical assistance to the
agricultural sector,

Intra-regional barriers to agricultural
trade significantly reduced,
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Project Title & Number:

PROJECT DESIGN SUMMARY

LIliIIAL TRANTECR..

Integrated Agricultural Development

NARRATIVE SUMMANY
Project Purpose: (B-1)

Increase productive resources
and services available to small
farmers,

_ I GRIECTIVELY VERIFILBLE DICATORS |

Conditiont that will indicate purpose has been
ochieved: End-of-Project statos. (B-2)

-Small farmer development
projects designed and im-,
plemented in eight LDCs by
1980 as follows:

(a) Agricultural production
credit -estimated at
$4.0 million -utilized
in accordance with cri-
teria established in
Section III, C.2.a.

(b) Agricultural inputs -
estimated at $2.5

million:

- subprojects designed to
satisfy input demands for
non-traditional crops,
e.g.,root crops, vege-
tables, fruit crops (for

Section III, C.2.b.(2).

- substantial portion of
input sales to target
farmers,

(c) Marketing ~estimated at
$3.0 million -designed
and implemented in ac-
cordance with criteria
and methodology estab-
lished in

Section I11,C.2.c.

full list sce 5

(d) Feeder Roads -estimated
at $3.0 million -designed
and implemented in ac-
cordance with criteria
and methodology estab-
lished in

Section I11,C.2.d.

Life of Project:

Erom FY _1976  +aF~_ 1980
Totol U.S.Funding $10 4,00 006
Date Preparedio - BATEL L, T97B—

PAGE 2

NEANS OF VERIFICATION _

IMPORTART ASSUWPTIONS

®-3)

Comparison of actual perform-
ance to baseline data con-
tained in CDB sub-prpject
appraisal reports.

CDB quarterly project reports
to AlD.

Annual AID project evaluation.
Credit questionnaire.

Review of implementing insti-
tutions.

AID review of CDB sub-prcject
appraisals.

Assumptions linking output and purpose

- Adequate interest rates on agricultural
production credit will be adopted by
credit institutions.

- CDB and national institutions allocate
sufficient staff and financial resources.

- Necessary national institutional reform
will be undertaken.
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PROJECT DESIGN SUMMARY

L".o‘Pnng
From FY 6

—ndon

AID 102C-20 {1.79} 1980
W, LOGICAL FRAKEWOR so FY.
’ e ) K Total U.S. F 10,400,000
Project Tile & Number: Integrated Agricultural Development Date Preoared: MdTCh ~
— e PAGE 3
_A‘-::é‘ .I;\!‘f‘.’E SUMAL XY PRI Mt el —

TVELY C CRIFABIE T OiCAToRS |

MEANS C™ VERL'ICATION | IMPGRTANT ASSUMPTIONS

T TS LTS

Develop the capacity of the CDB
and LDC member country institu-
tions to design and finance small
farmer development sub-projects.

Y gnines of Ouiy oot (Co2)

LDC Small Farmer Development
programs established within
CDB.

Establishment of criteria,
regulations and policies
governing programme.

Country Investment Programmeg
for each LDC.

Production Credit sub-projec
Criteria,

Input sub~project Criteria.

Feeder Road sub-project
Criteria.

Marketing sub-project
Criteria.

{2-3) Assumptions linking input and output.

- AID review of CDB sub-project
appraisals.

- CDB and national iastitutions
allocate sufficient staff and
financial resources.
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SUPBLEMENT

PROJECT DESIGN SUMMARY
LOGICAL FRAMEWORK

Project Title & Number: Integrated Agricultural Development

Lifs of Project:
From FY _1976 1o FY,

Date Prepored:

1980
Totol U.S. Funding 210:400!000

NARRATIVE SUMMARY

OBJECTIVELY VERIFIABLE INDICATORS

MEANS OF VERIFICATION

PAGE 4

Project Inputs: (D-1)

Loan Funds.

Grant Funds.

Administrative Staff.
Technical Assistance Staff.

Funds for input marketing system.

Governments

Counterpart Funds.

Implamentation Target (Type and Quantity)
(0-2)

$10.0 million

$400,000

$1.5 million

$1.0 million

(D-3)

- AlID and CDB and LDC Budgets

IMPORTANT ASSUMP TIONS
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g X3NNY

y 10



PRELIMINARY TECHNICAL ASSISTANCE PLAN

AND

ILLUSTATIVE BUDGET

ANNEX B
Exhibit 5
Page 1 of 1 page

Until such a time as the CDB formulates detailed Country Investment
Plans and performs sub-project appraisals it will be difficult to
specify precisely either the nature and type of technical assistance
needed by the Borrower and Sub-borrowers to help implement the Project.
Thus, the following budget for grant-financed assistance should only
be considered as illustrative:

I1lustrative Budget =~ Grant-financed Component

Marketing Advisor (18 mos.)
Credit Advisor (18 mos.)

Short-term Advisors

in marketing, credit, public administration
land reform, project evaluation, systems
analysis, etc.

Training programs for LDC, DFC and
Marketing Board participants

Data-gathering, processing and

analysis for sub-project appraisals
and Project evaluation,

TOTAL

000 Us$

75

75

100

50

100

-
o
o
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8 1/2<
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*CEQ:E cost
ecls costing up te US$375,000
ojects costing over US$375,000

p.3. on undisbursed balance from
dzys zlter signature of Loun

agrezment

“-rqally 2 vears
_=1% years

Up to § years
5-10 years

hegitive pledge clause
Goverament Guarantee
tdejquate security in form of first legal mort-

J7oe er osther form acceptable to Bank.

2o DY borrower or guaranior

Soft lQesourses

L3
Il

50% of proiect cost
9G% of proiject cost

53106, 000

Negative pledge clause
Government Guarantee

| abey

Jorne by borrower
or guarantor
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Ral:anee Shaeet and ) rofit and Loss Stataments

(Yaar-nnd)
COrdinary Oparations
Cash & investmonts
Capital subs, notes
Loans disbursed

Othar
Total Assety

Borro angs
Capital & reserves
Total ;iab, & Capital
UPDF Oporations
Cash & inyosurnonts
Loans divboreed
Othar
Total Annols
conlributions
Borroving s
Raserves
Total Liab, & Contrib,

(Year-end)
Intarast en invars tants
Interval & feos on loans
disbursoed
Total

Intorast cxponse
Adninistrative Expanses:
D3
1N op
Hot oporating incorm
Add back: uNDP

Net income

Balunce Sheet - (millions of USSK)

1970 o

—
.

3
.0

o
\NO
o1 w

(@3N

7
0.0

vl
N R

10,0
10,0

v

\va}
-
-

1.0

-

—

1.0

197

T973

.
—

O OV
(R}

.
Ut

1.2
9.8
1.6

1.7

0.5

- 0.¢
1.7 3.7

——

Consolidutnd Proelly o Leen - (nidlions of ROy
1570 T (Ei 973 Y

0, - 0.4

0? Oo‘)

0.+ 0.4
- 0,7

0.. 0.5
- (0.1)
-~ 0.¢
- 0.1

0.7
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Loan authorized

Small Farmer Development Program approved
by CDB Board of Directors
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Country Investment Program (CIP) for
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me t

Evaluation questionnairé approved by AID

Production Credit Programs (PCP) approved
by CDB Board of Directors and fredit
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New F!0s and Production Credit supervisors
in place

First disbursements under credit program

First sub-loans exccuted for feeder road
project

First sub~loans executed for marketing
project

Evaluation

All feeder road sub-projects approved by
CDB Board of Directors and sub-loans
executed

Evaluation

All marketing sub-projects approved by
Board of Directors and sub-loans exe-
cuted. AID funds 100% committed

Evaluation é

16.

9/30/80 Final Evaluation
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APPENDIX
TO

CARIBBEAN REGIONAL: INTEGRATED AGRICULTURAL DEVELOPMENT

TABLE OF CONTENTS

Supplementary Annexes referenced in the Project Paper but not published
within the main body:

ANNEX A:

Exhibit:

ANNEX C:

Exhibit:

ANNEX D:
Exhibit:

1.

. Statutory CheckliSt.eeeeeeesosssoccocccoosceaanns 19 pages

Marketing Board Sub-project -

Illustrative Example....ccovoeevenccaces 2 pages
Feeder Road Engineering Plans and
SpecificationSeaicescssessesssonsssennss 3"

Prototypical Feeder Road Benefit Data.....ecees 1"

Marke‘.ing Sub-project - Illustrative Example... 11 pages
Feeder Road Sub-project - Illustrative Example. K

CDB Total Available ResoUrcCeS.ns...as. . ceees 1"
CDB Ordinary Resource Operations Financial
StatementsSeecisesesssscsssosonssose ceeens 2 "
CDB Special Development Fund Financial
StatementsS...sseoesessssassonss cetreress 2 "
Analysis of CDB Portfolio...eiiveavennn ceevenns 1"
Projection of SDF Commitments........ Cetereeaas 1"
Small Farm CropPS.ei.esenssscosssansasersoscncsas 1"

CDB Member Countries and Board of Governors,.. 2 pages

The documents listed above will be maintained in the officlal files of

the Project.
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Page 1 of 19

CHECKLIST OF STATUTORY CRITERIA

(Alliance for Progress)

In the right~-hand margin, for each item, write answver or, as appro-
priate, a summary of required discussion. As necessary, reference
the section(s) of the Capital Assistance Paper, or other clearly
identified and available document, in which the matter is further
discussed. This form may be made a part of the Capital Assistance

Paper.

The following abbreviations are used:

FAA - Foreign Asaistance Act of 1961, as amended.
JFAA, 1973 ~ Foreign Assistance Act of 1973.
App. - Foreign Assistance and RelatealPrograns Appropriation Act, 1974.

MMA - Merchant Marine Act of 1936, as amended.

BASIC AUTHORITY

1. FAA 8 103: 8 194: 8 105; This loan is being made to assist the
B 106; B 107. Is loan being made Caribbean Region in the areas of

“agriculture and rural development.

a, for agriculture, rural devel-
opment or nutrition;

b. for population planning or health;

e. for eduoation, public adminis-
tration; or human resources development;

d. to solva economic and social .
development problems in fields such as
tranaportation, power, industry, urban
development, and export development;



AID 1240-2 (5-74)

e. 1in support of the general
economy of the recipient
courtry or for developmant
programs conducted by private
or international organiza~
tions.

COUNTRY PERFORMANCE

Progreess Towarda Country Goals

8. FAA B 208; 8,251(b).

A. Desoribe eztent to whioh
country tie:

(1) Making appropriate efforts
to tnerease food production
and tmprove meana for food
atorage and dietribution.

(2) Creating a favorable oli-
mate for foreaign and domsattc
private antarpriae and
inveatment.

ANREX A
Exhibit 1
Page 2 of 19

A number of Caribbean regional
institutions (e.g. the Univeréity
of the West Indies, the Caribbtean
Development Bank, and the Carib-
bean Agricultural Research and
Development Institute), as well as
the National Covernments in the
Region are carrying out pregrams
aimed at increasing food production
and improving facilities for food
storage and distribution in the
Region.

In general, while governments in the
Region are currently seeking greater
control over their own natural
resources, the climate for foreign
and domestic private enterprise and
investment in the Region ‘s

favourable.
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(8) Inoreasing the public's
role tn the developmental
procssas,

(4) (a) Allocating avatilable
budgetary resources to
. development.

(b) Diverting suoch
reesources for unnecessary
military expenditure (See
aleo Item No., 80) and
intervention in affaire
of other free and
tndependent nationa.)
(See also Item No. 11)

(§) Making economic, eocial,
and political reforme such as
taxr colleotion {mprovements
and changes in land tenure
arrangementa, and making
progrees toward respect for
the rule of law, freedom of
exprecaion and of the preess,

and recogniaing the tmportanceprise in agriculture, industry and hous-

of tndividual freedom,
initiative, and private
enterprioe,

(0) Adhering to the principlea Not applicable

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

ANNEX A
Exhibit ]
Page 3 of 19

Development programs in the Region, on
both the national and regional levels are
generally aimed at increasing the public!'
role in the developmental process.

The territories in the Caribbean Region
hdve been allocating considerable avail-
able budgetary resources to both national
and regional development.

Military expenditures by the National
Governments in the Region are minimal.

Caribbean territories are making progress
toward respect for the rule of law,
freedom of expression and of the press,
and recognition of the importance of
individual freedom, initiative and private
enterprise as evidenced by the absence of
press and other censorship and the encou-
ragement of initiating and private enter-

ing. Some progress is being made in
political reforms such as tax collection
improvements and land tenure arrangements.
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AID 1240-2 (5-74) Page 4 of 19

(?) Attempting to repatriate Repatriation of capital invested abroad
capital inveasted in other is generally not a problem in the
ocountries by ite own oitimenscerritories of the Region.

(8) Otherwise responding to * The current efforts being made by the
the vital egonomie, political,Caribbean territories towards economic
and gootal concerns of ita co-operation and integration are
people, and demonstrating a indicative of its determination to take
clear determination to take effective self-help measures.
effective self-help measures.

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

tugnt of U.S. Citizens bu Recipient Countnry

Trezt
3. FAA B 820(c). If assistance is There is no evidence of any such debt

to government, is the governmment  owed to a U.S. citizen by a Carib-
liable as debtor or unconditional bean government.

guarantor on any debt to a U.S.

eitizen for gooda or services

furnighed or ordered where (alsuch

citigen has exhausted available

legal remedies and (b) debt isg

not dented or contested by such

government?

4. FAA B 620(e)(l). If assibtance There is no evidence that any such
t8 to a government, haa it action has been taken by Caribbean
(ineluding governmant agencies governments,

or subdivistona) taken any

aotion which hae the effect of
nationaltaing, expropriating,

or otherwise seizing ownerohip

or control of property of U.S.
oitiaeng or entities beneficially
owned by them without taking

ateps to discharge ite obligations
toward such citizens or entitiea?
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AID 1240-2 (5/74)

§., FAA 8 620(0); Fishermen's Not applicable
Proteotive Act, 8 5. If country
hae setsed, or imposed any panalty
or eanotion against, any U.S.
fiahing vessel on account of its
fiehing activities in international
waters,

a. has any deduction required by
Fighermen's Protective Act been
made?

b, hae complete dental of
asstiatance bgen congidered by
A.I.D. Adminietrator?

Relatione with U.S. Government and
Other Nations

6. FAA 8 620(a). Doea recipient No Caribbean territory provides
country furnish agsiatance to assistance to Cuba nor do flag

Cuba or fail to take appro- carriers of these territorias carry
priate steps to prevent ships Cuban cargoes.

or atreraft under its flag

from carrying cargoes to or

from Cuba?
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7'

8'

lo,

11,

FAA 8 620(b). If assistance
<8 to a government, has the
Seacretary of State determined
that it t8 not controlled by
the international Communiat
moverent?

FAA 8 620(d). If assistance ts
for any productive enterprise
whieh will compete in the United
States with United States enter-
prise, 18 there an agreement by
the recipient country to prevent
export to the United States of
more than 20% of the enterprise’s
annual production during the life
of the loan?

620(f). Is recipient country
a Communist countru?

FAA 8 620(i). 1Ie recipient country
in any way involved in (a) subver-
gton of, or military aggression
agatnaz, the United States or any
country receiving U.S. assistance,
or (b} the planning of sueh gub-
vergion or aggreasion?

FAA_B 620(j). Has the country
permitted, or failed to take
adaquate mgasures to prevent,
the damage or destruction, by
mob action, of U.S. property?

ANNEX A
Exhibit 1
Page 6 of 19

The Secretary of State has determined
that none of the contributing Carib-
bean territories are controlled by
the international communist
movement.

Not applicable

No contributing Caribbean territory
has a communist government,

"No contributing Caribbean
territory is involved in
such activites.

Damage or destruction of U.S.
property by mob action has not
occurred in any of the Caribbean
territories.
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12,

ls.

14.

16.

$ 620(1). If the country
ﬁaa failed to inetitute the
invgatment guaranty program
for the specific rieks of
expropriation, in convert-
tbility or oonfiscation, has
the A.I.D. admintgtration within
the past year considered denying
asatiatanca to such government
for thie reason?

FAA 8 620(n). Does recipient
oountry furnigh goodes to North
Viet-Nam or permit ships or
airoraft under ite flag to
earry cargoes to or from North
VietiNam?

FAA 8 620(q). TIe the government
of the reciptient country in
default on interest or principal
of any A.I.D. loan to the
country?

FAA 8 620(t). Has the ocountry
severed diplomatic relations
vith the United States? If so,
have they been resumed and
have new bilateral asetistance
agreementa been negotiated and

entered into since such resumption?

FAA 8 620(u). What 8 the pay-
ment gilatus of the country's U.N.
obligatione? If the country is
in arreare, were such arrearages
taken into account by the A.I.D.
Adminigtrator in determining the
ourrent A.I.D. Operational Year
Budget?

ANNEX A
Exhibit 1}
Page 7 of 19

N/A

No contributing Caribbean territory
furnishes goods or permits ships
or aircraft under its flag to
carry goods to North Vietnam.

The CDB is not in default on
interest or principal of any
AID loan.

No contributing Caribbean
territory has taken such
action.

N/A
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114

18

FAA 8 481. Has the government of
reotpient country failed to take
adequate 8steps to prevent maraotia
druge and other controlled sub-
atances (as defined by the Compre-
henstve Drug Abuse Prgvention and
Control Act of 1970) produced or
processed, in.whole or in part, in
such country, or transported
through such country, from being
sold tllegally within the juries-
diotion of auch ocountry to U.S.
Government personnel or their
depandents, or from entering the
U.S. unlavfully?

FAA, 1973 8 29. If (a) military
base 16 located in recipient
country, and was oconastructed or
ia baing maintained or operated
with funde furnished by U.5., and
(b) U.S, pergonnel carry out
military opesrations from guch
base, has the Preaident deter-
mingd that the government of
recipient country has authorised
ragular access to U.S., corrag-
pondents to euch base?

Military Expenditures

9.

FAA B 620(8). What percentage of
country budget ts for military
expenditures? How much of foreign
exchange regources apent on mili-
tary equipment? How much spent fop
the purchase of gophisticated
weapons syatema? (Consideration
of these points io to be coor-
dinated with the Bureau for
Program and Policy Coordination,
Regional Coordinators and Military
Assistance Staff (PPC/RC).)

ANNEX A
Exhibit 1
Page 8 of 19

The Caribbean territories have
taken adequate steps to prevent
such activities.

Not applicable

Not applicable
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CONDITIONS OF THE LOAN

General Soundness

20.

2L,

22,

28.

PAA B 201(d). Information and
concluston on reasonablencas
and legality (under laws of
ocountry and the .United States)
of lending and relending terms
of the loan.

FAA 8 251(bJ)(2); 8 251(e).

Information and.conclusion on
activity's economic and
technical soundness. If loan
18 rnot made pursuant to a
multilateral plan, and the
amount of the loan ezceeds
8100,000, has country submitted
to A.I.D. an application fonr
such funde together with
assurancee to indicate that
funds will be used tn an econom-
teally and technically gound
mannenr?

FAA § 2817b). Information and
conalusien on capacity of the
eountry to repcy the loan,
tnoluding reaasonahlencss of
repayment proapeats.

FAA 8 251(b). Information and
econcluston on availability of
finaneing from other free-world
gourcea, including private
sourcce within the United States.

ANNEX A
Exhibic 1
Page 9 of 19

The terms of the loan are reasonable

and legal under the Charter
of the CDB and the laws of the

United States,

The proposed project is considered
to be economically and technically

~sound, and there are assurances that

funds will be used in an econowi-
cally and technically sound manner.
The CDB has submitted an

application for the loan,

Based on a review of the CDB's
operations and its financial
position it is concluded that
the prospects for repayment of
the AID loan are good.

No other free-world financing appear:
to be available for this project.
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AID 1240-2 (§-74)

24, FAA 8 6l1(a)(l). Prior to The CDB has adequate capacity to
signing of locn will there be develop the financial and engineering
(a) engineering, financtial, plans necessary to carry out the
and other plans neoeseary to subprojects to be financed by AID.

carry out the aesietance and

(b) a reasonably firm estimate
of the cost to the United Statas
of the assistance?

25, FAA' B 6ll(a)(2). If further No further legislative action will be
legiulative action ia required required within the Caribbean terri-
within rceipient country, what tories for accomplishment of the loan
ie bastus for reasonable expeo- purposes.

tation that such action will be
completed in time to permit
orderly accemplishment of
purpose of loan?

28, FAA € Gliic}. If loan i8 for This 1is a Regilonal Project for which
- e A ] i
Capital angcciavaner, and all there 1s no responsible Mission
U,&, =sasletence to projeet now Director. However, AID concludes that
excecds 31 mililen, has Miseion the CDB is capable of effectively
Dirgeior ccreiiied the country's utilizing and administering the

capability efrectively to

matntuin and utilisze the project? project.

Loan's Reiai“oneh’r ts Achievement

of Couniiy ave kheai~ral Goals

27. FPAA 8 207; B 25lca); B 113, This project will have a direct
Fzxtent to which acetstance impact on improving the capacities
reflecte appropriate emphasis of institutions which serve the
on: (a) encouraging develop- agriculture sector in the Region

ment of damooratio, economio,
political, and gootal institutions;
(b) eelf-help in meeting the
country'’s food needa; (e) im-
proving avatlability of trained
manpower in the country;

(d) programs decaigned to meet

the country's health ngeds;

and will contribute to the Region's
ability to meet its food needs.
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28,

30.

3.

{e) other important areas of
economic, political, and soctial
development, including industry;
free labor unions, cooperatives,
and Voluntary Agcnecies; tranag-
portation and communtcation;
planning and public administration;
urban development, and moderni-
sation of existing lawe; or

{(f) integrating women into the
recipient ocountry's national
gconomy.

FAA 8 209, 1Is.projeot susceptible
of execution as part of regional
project? If so why is8 project not
80 executed?

FAA 8 251(b)(3). Information and
concluaion on activity's relation-
ship to, and conaietency with,
other development activities, and
ito contribution to reulizable
long-range objectiveo.

FAA B 251(bh)(?). Information and
conzlueion on whether or not the
activity to be financed will
contribute to the achievement of
sclf-sustaining growth,

FAA B 209; 8 251(b)(8).
Information and conclusion

_whether assistance will

encourage regtonal development
programs, and contribute to the
economic and political integration
of Latin America.

ANNEX A
Exhibie 1
Page 11 of 19

Project is regional in nature and will
be executed on a regional basis,

The activity is consistent and comple-
mentary to other development activities
in the Region and will contribute to
the long~runge development of the
Region.

The project will directly contribute
to the achievement of self-sustaining
growth of the Region,

The CDB is one of the strongest
Regional institutions in the Caribbean
and is making significant contri-
butions to the integration of the
Caribbean,
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FAA 8§ 25l(g); 8 Lll. Infor-
mation and conclusion on use of
loan to aqasaist in promoting tha
gooperative movament in Latin
Amerioa.

32

PAA § 251(h). Information
and conclusion on whether the
aotivity ie consistent with the

33.

findings and recommendations of the

Inter-American Committee for the
Alliance for Prograss in tits

annual review of national develop-

*ment aotivities.

3¢, FAA 8 281(a). Desoribe extent to
whioh the loan will contribute to

the objeotive of assuring mazimum

partioipation in the task of eeono-
mic development on the part of the
through the

people of the country,
encouragement of democratic,
private, and local governmental
tnatitutions.

FAA 8 281(b). Descridbe extent to
whioh program recogniaeg the
particular naeda, desirees, and
oapaatties of the people of the
country; utilinea the sountry's
intelleotual resources to
encourage inatitutional devel-
opment; and supports civic
education and training in akille
required for effective partici-
pation in governmental and
political procecsses cosential to
delf-government,

36.

ANNEX A
Exhibie 1
Page 12 of 19

Not applicable

The activity is consistent with the
recommendation of CEPCIES.

The loan will increase the pro-
ductive resources and services
available to the small farmers in the
Region and thereby contribute to the
objective of assuring maximum par-
ticipation in the task of economic
development on the part of the people
of the Region.

The project recognizes and is
designed to accomodate the particular
needs, desires and capabilities of
the people of the Region.
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8'.

37,

FAA 8 60l(a). Information and
gonciuoions whether loan will
enocourage efforts of the country
to: (a) increase the flovw of
international trade; (b) foster
private inittiative and competition;
(c) encourage developmant and use
of cooperatives, credit untions,’
and savings and loan assoaiatione;
(d) discourage monopolistic
practices; (e) improve technical

ANNEX A
Exhibit 1
Page 13 of 19

The project, by stimulating an in-
crease in production and productivity
of food crops, will contribute di-
rectly to improving the technical
efficiency of industry, agriculture
and commerce and should indirectly
contribute to increasing the flow of
international trade and the fostering
of private initiative and competition.

effictency of industry, agrtculturas,

and commerce; and (f) strengthen
Ffree labor uniona.

FAA 8 619, If asstatance ta for
newly independent country; 18 it
furnigshed through multilateral
organtgations or plans to the
maximum extent appropriate?

. Loan's Effcet on U.S. and A.I.D.

Program

38 .

38,

PAA B 257(b)(g); 8 102,
and vonalusion on posoible effects

of loan on U.S. eaonomy, with gpacial or areas of labor surplus.

reference to areas of osubstantial
labor eurplue, and extent to which
U.S. commodities and assistance are
furnished in a manner consistent
wtth improving the U.S. balanes of
payments position,

FAA 8 252(a). Total amount of money
under loan which i going directly
to private enterprige, ig going to
intermediate eradit ingtitutiona or
other borrowers for use by private
enterprise, i8 being uaed to finance
importa from private sourccg, or ts
otherwige being used to finance
proauremaents from private sourcas.

Notapplicable

Information The proposed loan will not have an

adverse effect on the U.S. economy

The loan
will not adversely effect the U.S.
balance of payments position.

Approximately $5,000,000 of loan
funds will be used to procure goods
and services from private enter-
prise,
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¢l

42.

43.

49

FAA 8 801(b). Information and
concluston on how the loan will
encourage U.S. private trade and
inveatment abroad and how it will

encourage private /7.5, paitietpation

in foreign aseiastance programs
(tneluding use of private trade-
ohannela and the servicees of U.S.
private enterprise)’

FAA 8 601(d). If a capital
project, are engineering and
professional services of U.S.
firms and their affiliates used
to the maximum extent consistent
with the national intereat?

FAA 8 602. Information and
conclusion whether U,S. asmail
business will participate
equitably in the furnighing of
goods and services financed by
the loan,

FAA 8 620(h). Wi{ll the loan

promote or assist the forcign
atd prejects or activities of
the Communist~Bloc countriea?

FAA B 621, If Technical
Asgsiatance 18 financed by the
loan, information and conelustion
vhether such assaistance will be
furnished to the fullest extent
practicable as goodes and profes-
stonal and other services from
rivate enterprise on a contract
astu,

tnformation and conalusion on

If the facilitiee of other
Federal agencies will be utilized,
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Private U.S. firms will be invited to
bid on the engineering and construct-
ion services contrants to be financed
under the loan.

Any engineering or professional ser-
vices financed under the loan may be
provided by U.S. firms or their
affiliates.

U.S. small business will be ensured
the opportunity to participate in
the furnishing of goods and services
under the loan.

No.

Such technical assistance as may be
provided under the loan will be con-
tracted from private enterprise or
from universities,
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AID 1240-2 ( 5-74)

whether they are particularly
suitable, are not competitive with
private enterprige, and can be

made available without undue
interference with domestic programs,

Loan's Compliance with Speetfie Requirements

45. FAA_ 8 110(a); B 208(e). Has the Yes .
reocipient country provided
asgurances that it will provide
at least 25% of the costs of
the program, project, or acti-
vity with reepect to whioh the
Loan i8 to be made?

46. FAA § 112. Will loan be used No,
to finance police training or
related program in rectipient
country?

47, FAA 8 114. Will loan be uged to No,
pay for performance of abortions
or to motivate or coerce persons
to pracstiace abortions?

48. § 201(d). Is interest rate Yes.
of loan at least 2% per annum
during grace period and at least
3% per annum thereafter?

49 FAA 8 604(a). Will all commodity Yes .
procurement financed under the
loan be from the United States
ergept ae otherwise determined
by the President?

§0. FAA 8 604(b). What proviston is Procurcment under the loan will
made to prevent finanecing commodity be by competitive bidding.

procuremant in bulk at prices higher
than adjusted U.,S. market price?
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L.

52,

53,

5d.

5 8.

FAA 8 604(d). If the ocoop-
erating country disoriminates
againat U.S. marine ingurance
companies, will laoan agreament
require that marine insurance
be placed itn the United States
on commoditiea financaed by the
loan?

FAA B 604(e). If offshore procura-
ment of agricultural commodity or
product ie to be financed, is there
provieion against such procuremant
when the domeetic price of such
commodity is8 lesa than parity?

FAA 8 60¢(f). If loan finances a
eommodity import program, will

arrangements be made for eupplier
certification to A.I.D. and A.I.D.
approval of commodity as eligible

and suiiable?

FAA 8 608(a). Information on
measurces to he taken to utilise
U.5. Government excess pareonal
preperty in lieu of the procurement
of new ttenma,

Fat B 611(b); Avp. 8 lol. If

loan finances water or water-
related land rosource construction
project or program, is there a
benefit-coat computation made,
ingofar as practicable, in
accordance with the procedures

set forth in the Memorandum of

the President dated May 15, 19627
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Marine insurance will be procured
in the U.S. where available,

No agricultural commodity or
product is being financed under
the loan.

Not applicable

The loan agreement will so provide.

Not applicable
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50. FAA B 8life). If econtracts for The loan agreement will require
conatruction are to be financed, that contracts for construction be
what provieicon will be made that let on a competition basis to the
they be let on a competitive bastis maximum extent practical.
to maximum extent practicable?

57. FAA 8 612(b): B 636(h). Describe The CDB will contribute up to $1.5
steps taken to assure that, to the million to the project and par-
maximum extent possible, the country ticipating governments will be
1o ‘;O’Z;PLb“Et"gfz"caim‘;‘;::;’l“”:; to required to provide 10% counterpart
mee e coat eon a .
other services, and foreign ourrencies contributions to AID-financed sub-
owned by the United States are utilized Projects. No U,5.-owned foreign
to meet the coot of contractual and currency is available for the
other servicea,. project,

§8. App. 8 113. Will any of loan funds be used to No.
acquire currcincy of reotptent country
from non-U.S., Treasury gources when ax=
cegs currency of that country ta on
deposit 7n U.S. Treaaury?

§9. FAA 8 61001). i{oce the United Ho.

Statpe ouwn cxceoe foreign currency
and, tf a>, vhat arrangenmenty have baen
made for ite releasg?

60. Fis 8 €0°(a). What provision is Not applicable., Loan is not to
tiicre ajxi met uce of subjeot a government,

apsigtan~e t» compengate owners
for expropriated or nationalizad
property’



AID

et.

63.

630

64.

65.

66.

1240-2 (6-74)

FAA B 680(k). If conatruotion
of productive enterprise, will
aggregate value of assietance

to be furnished by the United

States excead $100 million?

FAA 8 636(1). Will any loan fundas
e used to finance pUrchase, long-

term lease, or exchange of motor
vehicle manufactured outside the
United States, or any guaranty of
such a transaction?

App. 8 103. Will any loan funds be
used to pay pensions, eto., for ‘

military peraonnel?

App. 8 105. If loan ie for capital

project, 18 there provision for

A.I.D. approval of all contraotors

and contract terma?

App. 8 107. Will any loan funds
e used to pay UN assessmenta?

App. 8 109. Compliance with
regulations on employment of U.S.
and looal pergonngl. (A.I.D.
Regulation 7),
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Not applicable

No,

These regulations will be complied
with.
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87,

68.

68,

70

§ 110. Will any of loan
%unaa be used to ocarry out pro-

viatons of FAA B8 809(d) and 8851(h)?

§ 114, Desoribe how the
Commiittee on Appropriations of
the Senate and House have been or
will be notified concerning the
acttvity, program, project,
country, or other operation to be
financed by the Loan.

App. 8 80i., Will any loan funde
be used for publioity or
propaganda purposeg within the
United States not authorised by

the Congress?

MMA 8 901.b; FAA B B40C.

fa) Compliance with requirement
that at least 50 per centum of

the gross tonnage of commodities
fecomputed eeparately for dry bulk
carriere, dry ocargo liners, and
tankera) financed with funde made
avatlable uncer thia loan shall be
trarnaported on privately owned U.S.-
flag commercial vesesla to the
extent that gsuch vessels are
avatlable at fair and reasonable
rates.

(b) Will grant be made to loan
recipient to pay all or any portton
of such differential as may exist
between U.S. and foreign-flag vesasel
ratea?

ANNEX A
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The proposed loan was included
in the Congressional Presenta-
tion for FY 1976,

No.

The loan agreement will require
maximum usage of U.S. flag

vessels to the extent that such:
vessels are available.

No.
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Il1lustrative Example: Marketing sub-project Functions and Operation of the
Belize Marketing Board

(NOTE: This example is one which is currently being implemented and financed by
the CDB from non-AID resources. The sub-project is used for illustrative
purposes only and will not constitute part of the AID-financed program).

The Marketing Board of Belize is a semi-automous governmental organisation

which was established under the Marketing Board Ordinance of 1948 and amended in

1968. Its specific functions are as follows:

1)  to buy and re-sell produce;

2) to process agricultural produce;

3) to assist producers (in particular cooperatives) in cultivation, production,
preparation, manufacture and market the produce of Belize;

L) to trade in agricultural inputs, to facilitate farm operations;

5) to establish depots and agencies for purchase, sale and delivery of farm
products and agricultural inputs which facilitate the operations of farmers;

6) to enter into contract for the purpose of purchase, sale and transport of
products and agricultural equipment and farm commodities upon such terms and
conditions as the Board thinks fit;

7) to act as commission agents for the disposal of products of any producer or
cooperative for the purchase of supplies of any producer or cooperative;

8) to invest any monies forming part of the reserve fund;

9) to insure property against insurable risk;

10) to maintain and improve the assets (land, building, etc.) to the Board;

11)  to provide credit for producers;

12)  to pay dividends on the basis of produce purchased by and services rendered

to the Board by producers, cooperatives, individuals and other bodles; and
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13) where it is necessary for maintaining supplies to deal in commodities other

than the products of Belize (importation).

Basically because of limited capital, facilities and staff the main activi-

ties of the Belize Marketing Board have been limited to the following:

1) The buying of three staple foods, paddy rice, corn and red kidney beans from

farmers and selling on the wholesale and retail markets;

2) The importation of rice, corn and red kidney beans when shortages exist;

sugar and certified seed;

3) Renting of threshers to farmers in the Toledo District, buying the paddy rice,

drying, storing, bagging at Punta Gorda and barging to Belize City;

4) Rice milling on the Marketing Board facility in Belize Clty and subsequent

distribution;
5) Trading in small items such as local spices; and

6) Some non-statutory functions like handling hurricane relief and othar emergency

supplies.
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ENGINEERING PLANS AND SPEC!F|CATIONS

(1) Program Preparation of Plans and Specificatlons

Since detailed topographic maps of the area in which the feeder roads are
to be constructed are not avallable, It will be necessary to engage private
consulting firms to perform the necessary surveying and other englneering work
as well. Such work will Include the following:

a. Engineering surveys.

b. Preparation of topographic maps.

c. Plotting of profiles and preparation of planimetric layouts.
d. Detailed designs of roadway and drainage.

e. Preparation of detailed plans and specifications.

f. Supervision of construction.

g. Issuance of payment certificates.

h. Preparation of 'as bullt' drawings.

The engineering consultants will be selected by the standard procedures
which are normally used by the Technical Division of the CDB. These include:

a Public notice of the intended work in newspapers and technical journals.
b. Preparation of a short list of prequalified firms.
c. Evaluation of proposals.
d. Selection of the most highly qualified firms.
e. Negotiation of a contract with the firm selected.
Fees for the required engineering services will range between 12% and 15% of the

estimated construction cost.

The approximate time required for the selection of a consulting firm,
including advertizing, is 4 months and the time required for preparation of plans
and specifications is about 6 months.
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(2) Design Standards

As explained above, the detailed plans and specificatlons will be the
responsibility of the consulting engineering flrm engaged for the project,
however, the following design standards will be generally applled:

Excavated Width - 247¢,

Base Materlal Width - 15ft,
Paving Width - 12ft,
Shoulder Width - 3ft.

Side Ditch Width - 3ft.
Horizontal Curvature - 50ft. min.
Gradients - 15% max.
Bridge Deck Width - 11ft,
Passing Places - 500ft.

Since there is considerable variation among the states in topograph¥ soi |
types, geology, availability of materials and construction practices, di terent

designs are required in different areas (See Figs. 1-3). Figure 1 shows the
cross-section of bitumen surfaced feeder roads which have been found to be
satisfactory in Grenada. Figure 2 shows a similar cross-section modified to
satisfy the special conditions encountered in Dominica, St. Lucia and St. Vincent.
Figure 3 shows the cross-section of a lower type road (gravel) which has been
successfully used in Belize where the gradients are flatter and the rainfall is
less intense,

(3) Acquisition of Rights-of-Way

it is intended that, insofar as possible, feeder roads constructed under
this program follow existing tracks thus requiring a minimum amount of acquisition

for rights-of-way. Howevers, in order to provide access for the development of
new lands, a certain amount of land acquisition will be necessary. In any case,
the cost of the land acouired for rights-of-way will be borne by the landowners

benefitted and/or by the parish and state governments. AlD loan funds will not
be used for land acquisitlon,

(4) Method of Construction

When the CDB received the first appliications for feeder road loans from
three member states in July 1972 it was intended that all construction work be
carried out by private contracting firms., Selectlon was to be made cn the basis
of open competitive bidding using standard CDB procurement regulations. However,
prior to project implementation, the CDB received requests from the governments
of Dominica and St. Lucia seeking to revise the condition of the loan agreements
to permit the construction of all feeder road projects by direct labor under the
management of the Ministry of Communications and Works of the respective states.
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In October 1974, the CDB approved the requests of the two states for elimination
of project implementation by private contractors from the loan agreements and
since that time a majority of CDB financed feeder road constructlon has been
carried out by direct labor (force account) under the supervision of the state

governments.

Construction by direct labor, under state government supervision, has the
following advantages over work accomplished under private contract:

a. Lower cost.

b. Greater opportunity to utilize labor intensive methods.

c. No likelihood of default.

d. No possibility of contractor claims.

e. Duty free import of petroleum products and equipment used on project.
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The Development of the Prototypical Farm and
the Kinds of Data required for obtaining the
Net Incremental Benefits resulting from a
Feeder Road

The following discussion pertains to both the "without" and “with" -
project calculations:

1. The results of the evaluation questionnaire for those farmers
within the area of influence of a given road shall be used to

develop a farm account for the prototypical farm within the area of
influence that road.

2, The information for the farm account shall be tabulated to give
the costs of production, output, and value of output data on a per
crop/acre basis,

3. To obtain the total production available by crop for sale at the

farm gate, the prototypical farm shall include at least the following
details:

a. land use in acres;

b. vyields/acre;

c. crop losses/acre;

d. on-farm consumption by crop;

e. stock or inventory increases (decreases).

4, To obtain the value of sales at the farmgate, the production figures
resulting from para. 3 above shall be multiplied by their respective
farmgate prices and then summed,

5. The cost of production data shall be reduced to such detail to
show the per acre cost of each input employed in the produétion of
each crop. From this basic data, the total cost of each input used
can be obtained.
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MARKFT ING PROJECT |LLUSTRATIVE EXAMPLE,
HPREETIMG BOARD PROJECY IN ST, ViwetnT

(NOTE: This example is one which is currently being implemented and financed
by the CDB from non-AID resources. The sub-project is used for illustra-
tive purposes only and will not constitute part of the AID-financed program)
- )
T' s Annex is a synopsis of a more detailed project prepared by the
COB which appraises an application for a loan to -ssist with the establishment
of new racilities for the St. Vincent Markcting Board (SVMB). The project
provides for buildings and equipment on a new site to meet the needs of the
SVMB in marketing which is planned tc increase the quantities of locally
produced agricultural products in local export outlets. (The CDB also has
similar loan propesals for the Marketing Boards of St. Kitts/Nevis/Anguille
and St. Lucia). The St. Vincent Marketing proposal requests a CDB loan tc
cover equipment costs, with the Government of St. Vincent providing the site
and the British Develepment Division providing grent funds for the buildings.

The SVMB, organiscd in 1959, has expanded its cperntiaons so much that
it needs the larger facilities contemplated by this proposal. The introducticn
of mechanical handling 2quipment is required for the increasing tornage of
prodhce needed to reduce domage end loss to products, as well as to better
mect marketing requircments.

The total net capital cost of the project is $1,088,000 of which
$200,000 has been requested as 2 loan from the Caribbean Development Bank. The
DCF internal rate of rceturn on the capital employed is approximately 10%.

Market/Prospucts

Prospects appear good in regional and ex-Caribbean markets for most
of the commoditivs handled by the St. Vincent Marketing Board.

Sweet potatoes continue to be the most important commodity handled
by the Board, with Trinidad the dominant market outlet. However, under the
AMP allocations, the SVMB could ship 5 million lbs, annually to Trinidad, or
double its present exports toc this market.

NOTE: A1l figures are in ECS 14S$1.00 = EC$2.00
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The Caribbear regien is in & deficit position with respect tc fresh
vegetables (not ircluding starchy root crops), and it is cstimated that imports
from outside CARIFTA total some 6 million 1bs. annually. The SVM} has already
started to expand exports of carrots and tomatoes, and expects to increase
peanut exports for which large regional markets are reported. Markets for
certain orchard crops, such as avocadoes and mangoes, are not yet fully exploited
in thkz Carilbhear as well as in the U.K. and North America.

MARKETING BOARD OPERATIONS

Scope of Operations

Organised in 1959 as a statutory body, the St. Vincent Marketing Evard
(SVvMB) is the country's main exporter of agricultural praducts other than
bananas and arrowroo*, and is responsibie for supervisinag the impert and export
of all commodities covered by the Carifta Agricultural Marketing Protocol. The
Doard also imports 21! the country's suqat and rice for distribation at the
wholesale level. It operates a small produce retail outlet, handics vegetable
secds and operates the wholesale ¥ish market.

Over 20 different herticultural crops are exported by the Board.
Handling operaticns vary by commodity but include receiving, inspecting, sorting,
short-term storage, wciching, packaging and transporting packed products along-
side ships. The Board rcucently began a processing operation for bottled hot
peppers and pepper sauc2 for export under contract with a U.K, importer.

Sweet potatoes are the most important |roduz: ovinsrive ., bath in terms
of quantity and valuc. This item, plus coconuts, yaus and similar root crops,
accounted for about 79% of the toard's physical volume and 58% of sales in
1972. Commndities showing very rapid increases during the past few ycars
include carrots, ginger, citrus, plantain, tomatoes and fresh and bettled hot

peppers.

Under present conditions It is estimated that losses from damage and
waste range as high as 40% between the farm and the consumer. In the case of
sweet potatoes, prcblems with damaged products has led to the use of an
automatic discount of 5% on the sales price paid by buyers.
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THE__PROJECT

The project involves the provision of new and expanded bullding space,
plus mechanical produce handling equipment, for the St. Vincent Marketing
board at a new site In the Kingstown harbor area.

The new site of 1.4 acres is on the waterfront at the southerly end
of the harbar. There is ready access on the landward side, as well as to
piers for schooners and ocean-going vessels.

Two buildings will be constructed on the site: a ma'n operstions
building of about 27,000 square feet and 2 retail outlet of abcut 1,000 square
feet. The main building will be of stecl frame construction and will provide
snace for receiving, processing, storing and shipping produce. In addition,
it will have a refrigerated storage area, over which will be piaced the Poard's
offices and staff facilitics. The rztail outlet will be attached to the
northern end of the main building, and will have vehicle parking space just
oppesite it,

Equipment will be provided to handle, treat, gradc and packaye produce,
and include a swcet potato line, a general vegetable line, a peanut grader,
a fork 1ift truck and several tow-motors and trolleys. Other major items will
include refrigerated storage units, retail outlet equipment and an automatic
accounting machine.

The cost of the building is estimated to total $680,000, as follows:



ANNEX C
Ex' ' ibit ?

Fage b of 11

Construction Element Units Units required Estimatued Toial
Cost (ECY)

1. Main building,

including electricity sq. fi. 27,003 567,000

and pliemhing
2. Retai: cutlet sg. Tt. 1,079 15,600
3. Paving, exterior

areas £q. yd. 4,000 32,000
I, Perimzter security

fencing yd. 354 3,600
5. Removal of existing

structure and general

site preparaticn - - 30,000
b. Contingencics - - 30,000

Total estimated construction cost 20,000

D ]

Us$t €5 = ECS2.00

EguiEment

Equipment will be pravided to mechanically handle most of che produce
exported by the Board, as well as the import items (sugar and rice). wefri-
gerated storage space will be provided through two self-containcd chill room
units, and the retail outlet will be fitted out with supermarket shelves,
cabinets and check~outs. An automatic accounting machine will be installed
in Board's offices.

The items of equipment, and their costs, are as follows:



10,

1.

| tem

Sweet potato line (including dump

tank, washer, sorter, dip tank for
treating and waxing, packing bins

and conveyors) e

General vegetable line (including
sortl: 3, crating and bagging
conveyors) .

Peanut line (including in-shely
qrader and bagqger) .

Fork 1ift truck -

Tow-Motors (4 at $3,500) and
trolleys {12 at $500)

Retail outlet equipment (including
gondolas, chill cabinets, check-outs
and cash reoisters)

Chill rooms (2 units 24' x 10' x 9';
35 to 50°F)

Automatic accounting machine

Lexes (including field boxes holding
boxes and brsx washing equipment)

Plantain wash tank and treatment
sprayer tans

Other (including fumigation roowm fan
and ducts; produce quick tare dial

scales; bagging and stitching
equipment; hand trucks)

Total:

US$S1.00 = EC$2.00
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ECS$

——

20,000

10,000

5,000

20,700

20,000

20,000

70,000

18,000

10,000

1,500

5,500

D ————

200,000
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Fixed Capital Costs

Total capitnl costs for the project ate estimated at $1,060 000,
composed of the foliowing major cost uieannts:

£
1. Land . 200,000
2. Guildings . 68C,000
3. Equipment ‘e 200,008
Total: 1,000,600

b —— b —

Lost Schedule

Operating costs are estimated at $2.38 million in th: first year of
the project, rising tc $3. 44 million by Year 15.

Theeo costs a.e composed of Fixed cosvs of $113,000 per year, and
varlable costs of $14.14 per 1006 1o, =f product narketed.

These costs ~re based on the operating experience of the board In
1971, with the following adjustments tc reflect the introduciion c¢r new facil-
itles and equipment:

(a) Mzintenance and repalrs. These costs are estimated
at $42,500, or 5% of the initia) cepital cost of
the buildings 2and equipment provided for the
project.

(b) Wages. Thu cost of wages is the same leve! as
In the 1371 operntions. However, this item Is
classified as a fixed cost in order to reflect
increased lahcr efficiency resulting from the
Introduction of mechanical handling equipment.

U.5.$1.00 = EC$2.00
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FINANCIAL AND ECOROMIC ANALVSS

Financicl Analysis

The DCF internal rate of return on cap’tal employed in the project
is adpreximately 10%. Tiis return is based on u project juriod extending
over the estimated lifr of the buildings, i.e., 75 vears.

The PCF calculations arc summarized In Tabie 1 and hawe .« their
basis the following aessumptions.

(a) That costs and revenues are as revious.y ¢

(b}  That equipment is r2placec as fclicws
bexes, fori PfL truck and tow-motors 2very
5 vears; ~ii.l vooms and accounting achine
every 7 years: and ul) other equipment every
15 years;

(c)  That the residual vailuc of the prrject in
Year 25 is $320,4500, compirised as shown hel.a:

| tem Value (3)
Land - 269,50
suildinge - -
Fquipment - 120 6800

Total: 420,000

It s expected that the project will require the provision of
$1,080,000 for fixed capital, all in Year 1. Teking into account interest
on borrowed capital and cperating surpluses, the net investment in the project
is $1,088,0C0 25 shown in Table 2.
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Table 1. Financizl (DCF) Evaluation, SVMD -($EC'000)
Finonclal Rasidual Inves tment Operating Net
Year value of Value Cost 1/ Cost Palance
output .
1 - - 1,080 - (1,000)
2 2,400 - - 2,379 ¢
3 2,546 - - <, 447 39
4 2,622 - - 2,517 105
5 2,70 - - 2,589 112
6 2,782 - 4l 2,663 75
7 2,866 - - 2,739 127
8 2,952 - 88 2,018 L6
9 3,040 - - 2,899 14
10 3,131 - - 2,983 148
11 3,225 - Ly 3,069 112
12 3,322 - - 3,158 164
13 3,421 - - 3,249 172
4 3,524 - - 3,013 181
15 3,629 - - 3,440 189
16 3,629 - 200 2, k4o (11)
17-24 3,629 - - 3,440 189
25 3,629 320 - 3,440 509
1/ Includes replacement costs in Years 6, 8, 11 and 16

Internal rate of return = 10% approximately.
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Table 2. Net investment and Financiag, SVMO
I tew Year 1
Net Investment ECS
Land 200,000
Cufldings 580,000
Equipment 200,000
Interest 8,000
83 0o
Total: 31,085, bt
Financing
Borrower:
Land $ 200,000
Buildings 1/ 636,000
Cash £.900
Sub-total 888,000
CDD loan 200,000
Total: $1,00:8,000

1/ 30D grant funds

UsS$t.oC = EC$2.00
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Cash flow projecticns for » 13-vaer period are shown in Table 3.
These projections aic based on the assumptions meintioned previously, as well
as the following:

(a) That the interest cn the CDB loan will be charged &t
L% per annum; and

b)  That the lcan repaymert will hegin after a one-year
moracorium and will be composed o€ forty (40) equal
quarterly instalments (including intercst at 4% pos
annum) .

Economic Analysis

Specialized facilities and equipment will strengthen the competitive
position of the Doard's products in both local and export markets by permitting
better presentaticn of rroducts, thrcugh lower per unit warkerirg costs and by
supplying products graded and packaged in line with demands of consumers with
varying incomes and preferences. This improved pesition of the Cuard will
encourage further expansion and diversificetion of agricultural production in
the country. The new Tacilities will alse release the present vorking space
to the Customs Department and commercial firms. Quantification of these
economic Lenefits would provide a social rate of roturn higher than that
shown in the financial anclysis. Detailed calculations werc not carried out
as the 10% financial rate s consi 'crad satisfactary.



Tobie 3 Cash Floy Projections, SVMB (1000)

YEAR 1 2 3 41 5 o 7 & 9 10 11 12 13

S(URCTS

Gross Treveaue - 2,400 2,540 2,022 2,701 2,782 2,806 2,952 3,040 3,131 3,225 3,322 3,421
CcoR Ican 208 - - - - - ~ - - - - - -
Burxov..erts Cont. 848 - - - - - - - - - - - -
TOTAL w(NMICES 1,088 2,400 2,520 2,622 2,70l 2,742 2,806 2,952 3,040 3,131 3,225 3,322 3,421
A

Al":"'LI(‘.-'\TI’T{ CF

SCURCES;

cpcrating Cacty - 2,379 2,447 2,517 2,589 2,063 2,739 2,813 2,899 2,983 3,069 3,158 3,249
Invostaent Coots 1,080 - - - - - - - - - - - -
Replacimont Cofts - - - - - L4 - 88 - - 44 - -
Intixrcsh -0 o] 3 B - - - - - - - - - - —

ToTAL aPer SATICYN, 1,088 2,387 2,417 2,5!7 2,702 2,707 2,739 2,906 2,899 2,983 3,113 3 158 3,249

e e

Cash
VT - 13 ©3 1Cs 112 75 127 A5 141 %8 112 164 172
Loan SnoTe - - 21,0 24,6 24,6 24,0 24,06 23,6 24,6 24,6 24,6 24.6 -
Cath pal .
dubt oz - 13,0 74.4 2O, 744 S0.4 102.4 21,4 116.4 123,4 87 .4 139.4 172
Cutula*tive cash -
surplus - 13,0 B7.< 167.8 255,2 205,56 <4£08.0 429.,4 545.8 669,2 756.6 896.,0 1,068

+ Afvox year 2, azmorticzation includes interect at <5 p.a.

1 31qiyx3
3 X3NNV
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ESTIMATED AGGREGATE INTERNAL RATE OF RETURN FOR
THE ST. LUCIA FEEDER ROADS PROJECT (US$)

(1) (2) (3) (4)

Costs
Year Net Incremental Road Road Total Net Benefits D.F. Present Value D.F. Present Value
Benefits Capital Maintenance Costs Col. (1) - 15% 15% 20% 20%
Col. (4
S $ $ $ $
1 - 2,405,000 - 2,405,000 =-2,405,000 .870 -2,092,350 .833 - 2,003,365
2 490,000 - 4,000 4 000 486,000 .756 367,416 .694 337,284
3 490,000 - 4,000 4,000 486,000 .658 319,788 .579 281,394
4 490,000 - 4,000 4,000 486,000 .572 277,992 482 234,252
5 430,000 - 4,000 4,000 486,000 497 241,542 .ho2 195,372
6 490,000 - 4,000 4,000 486,000 432 209,952 .335 162,810
7 490,000 - 4,000 4,000 486,000 .376 182,736 .279 135,594
8 490,000 b - 4,000 4,000 486,000 .327 158,922 .233 113,238
9 490,000 - 4,000 4,000 486,000 .284 138,024 .194 94,284
0 490,000 - 4,000 4,000 486,000 .247 120,042 .162 78,732
1 730,000 B 4,000 4,000 726,000 .215 156,090 135 98,010
$ 80,154 $ - 272,395
Internal Rate of Return:
15 + 5(80,154) = 15+ 1.13 = 16%

352,549

€ 30 | ebey
T 31914%3
2 XINNY



1.

EXPLANATORY  NOTES

Net Incremental Benefits (ECS):

Existing New

Production Production
With Project 736,025 1,910,800
Without Project 408,925

Incremental Benefit
Less: Incremental Cost

Net lIncremental Benefit
tn U.S. Dollars “re

Road Capital Cost (USS$)

Per Mile Average Cost of Road,
including Engineering cos

Number of Miles

Road Capital Cost

ANNEX C
Exhibit2

Page 2 of 3

Total

2,646,825
408,925

2,238,100

1,258,100

980,000
$490,000

$ 65,000
37

$2,405,000

For simplicity, we assume that all 37 miles are built the first
year rather than spread over three years as anticipated. The

effect is to overstate costs.

Road Maintenance Costs (US$)

We assume that after first year it will take $4,000 of

maintenance work per year.

Note that in the 11th Year net incremental benefits are $240,000
higher than other years. This is due to assuming a salvage value

of 10% of the original cost of the road.

The with project production figures were derived from yiélds which
were one-half the value of what the CDB considered a reasonable

potential.
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The cost values are those currently being experienced in St. Lucla.

“Normally, we assume that a given farmer takes several years to reach

the''reasonable potential' yields. For simplicity we assumed that it
was reached in the first year after the road was built which overstates
benefits. However, this probably is neutralized by the conse-vative
estimate for increased yields (5 above).

Finally, had we carried the analysis out to fifteen years, the return
would have been higher than 16%,

It would appear then that the 16% figure is a reasonable estimate of
the aggregate returns for all the roads.
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TOTAL CDB RESOURCES AVAILABLE 12/31/75 Page 1 o¢ 1

$48,397,639 over the previous year.

As at December 31, 1975, the sum available to the Bank for use in its
Ordinary and Special Operations amounted to $lh%,126,57h an Increase of

are made up as follows:

Ordinary Operations

*Paid-up Capital and Ordinary -Reserves

Special Operations - Soft Funds

(a) Special Development Fund

(1) Canadian Contribution
(1i) U.K. Contributlon.
{(it1) U.5. Loan
(iv) Venezuelan Contribution
(v) Colombian Contribution

(vi)

Loan from Federal Republic
of Germany

(b) Agricultural fund

.- . Canadian Contribution '

(c) U.S. Loan for Housling Funds
(1) Primary Market . .
(ii) Secondary Mortgage Market
(iti)

(d) Counterpart Contribution Fund
(Loan from Trinidad & Tobago)

Technical Assistance

(e) Commercial Livestock Production
Fund (Canada)

Special Operations - Hard Funds

Venezuela Trust Fund

TOTAL RESOURCES

*See note on Page 53

Total resources for 1975 and 1974

1975 197}
$ $

34,321,666 27,651,444
34,321,666 27,651, 4bk
86,804,908 70,077,491
61,501,918 51,954,346
5,931,182 10,081,250
8,293,401 9,873,096
22,000,000 22,000,000
10,000,000 10,000,000

5,000,000 -

6,277,335 -
8,506,260 2,520,665
10,300,000 10,300,000
" &,000,000 6,000,000
4,000,000 4,000,000
300,000 300,000
4,200,000 5,000,000
2,296,730 302,480

—

25,000,000

146,126,574

97,728,935
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| : . CARIBBEAN DEVELOPHENT BANK Page 1
j ORDINARY CAPITAL RESOURCES

i STATEMENT OF INCOME AND EXPENDITURE

| FOR THE YEAR ENDED DECEMBER 31, 1975

, EXPRESSED IN UNITED STATES DOLLARS (NOTE A)

ME ) 1975

om av=uimanrs 1,233,819

‘Uit Loins voeracsicns

lateiesi 437,09

Lomniscica & Guarantee Fuss 61,203
P lhetras - 0251 im0 Demane Notes 14,87

QP
Hyﬁajﬁﬂiic
eS| . 1,756,954

o Lrehanage of futenzies

i Unnnilstione -z Lurarte= lees

AP ransiaeAn Gy Nnnsial Reserye

. \
{-'u'o‘-'r n“._l 3 f ,251
H T
; 1:64. 7\

Yah DT

hesiinistrative Dxpenses

hartdt 01 Sovernc e 17,530
MOSr oy Dite tor 28.,0a¢
46,631
& “.

898,511

Qtfser adainizirat!vn < pensce, 291,735
EX3itarae BT Srcensies 87,780

FOYAL AUINISTRATIVE ZXFENSES 1,324,657

fensipioe

-1 ARSI Y S A v :
Leastad TL..l‘.hlL-A'.. S ¥ R S HASY (A

CONTRIBUTIONS 1 ; 113,976
I Allacation en expznszs tn

Special TLnd 577.79%
65) .76, 32,893

— o —

I NET INCOHE $ 1,052,888

|

EurmTToc.or

1974

1,317,683

200 tlJn
28,544

]

15,53
54,500
1,62 0%

?\I ‘l'u

- — —

VL9821 Al
F#I-‘-'-_"-—-'-'

23, 2“
2207

Eﬁb?#&

e A A L
[ 2iE AN
S22 (¢

A B e |

> I 2=

)’
]
.l'“ !
~au it

V=1

——— e

833 993
45,147

172,220

e = s o

217 400

—

616,432

-—-—---—-

$ 976,207




ASSETS
CASH IN SANKS AND OTHER DEPOSITORIES
INVESTRENTS

Government securities, at cost
Maturing within one year
(Face value 3273)

Maturing over one ycar
(face value j1,410,066)
Accrued interest 20,5

Time deposits
Maturing within one yeur
Haturing over one year
Accrued interest

& Sharcholding

LOANS
Approved by the Gourd of
Dircctors \ZQ,PB. Q03
o Commitments (Appendin 1V A=S P a, A
Less undisbursed portion K

Disbursed portion

% Less capital repayments
Inta~izt accrued end due
Deterred

interest

ALLCCATION TO SECONDARY MORIGAGE
SCHEME (Note B )

Less andisbursed portion

DUE FROM MEMBLRS (Appendix IV A=3)
Non-negatiable demand notes
(Kote C
Interest bearing notes
Kon=interest bearing
Accrued interest

Amount duc from members in respect
of wuintenance of value of
currency holdings

DEGTORS AND PREPAVMELTS
LAND AND FUILDINGS

13, 131,492
-

)
- e
- 0O

|

CARIB3EAN DEVELCPMENT SANK

CRDINARY CAPITAL RESJURCES

BALANCE SHEET DECEMZBER 31,

1975

EXPRESSED IN UNITED STATES DOLLARS (NOTE A)

LIASILITIES, RESERVES AND CAPITAL

LIASILITIES

Bank Loans
Accounts payable and accruals

SPEC IAL RESERVE (Note E)

[E)
L2

'~
L
ol
1a~1

1

-
.
~I
et )
i
-

o
)
-
13
(F]
o
al
"
o

40,420

Wil

CAPITAL =

Capital stock (Note F )

Authorised - 38,100 shares of
55,000 par value each $182,000,000
Subscribed capital
(Appendix IV A=3).

30542 shares (1974 - 11,222
Less 25342 callable shares
(1974 - 3,500 shares)

Paid-up shares

Less subscription
Subscription instalments Jdue

Additioral subsceiption
instalment due (Note G )

Amount required to maintain
value of currencics (Note H )

Ordinary reserve (Note 1) :

net income for the year (to be
allocated by the Board of
Governors

shares) 153,210,000 = ~- -

ARNEX C

Exhibit 6
Page 2 of 2
975
85,000
41,254
172,020

125 20,000
28,000,000

instalments not due 1,580,000

55,000,200

~amy

17,954

53,515

25,320,000 225 S4TIRDY

2407003 4235003

25,980,000 22,2072

547,259 4,503,327

’ 2—7'-21-9‘ % ab)é;‘alﬁ'

1,774,397 0%, 137

1,052,858

35,374,554

$35, 12,32352%,700,024

9 31914x3
3 X3NNY
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CAR|BBEAN DEVELOPMENT BANK
SPECIAL FUND RESOURCES
SPLCIAL DEVELOPMENT FUND

STATEMENT OF INCOME AND EXPENDITURE

FOR THL YEAR ENDED DECEMBER 31, 1974

EXPRESSED

ruliMe
Peop bnves ai2nts
Fiecs LOANS

=

Froe Exchanar of Zuvecicies

B LS

Ve ral NG enpeiises
Crereal on loans

Ml 1t expenses

[aciiange of currencies

[ . oy tan
FOCELH T (A UHANE

dtdaat Yorass an lueans

({7 ROp ik B RYe

1N UNITED STATES DOLLARS (NOTE A)

1975

1,265,359
265,659

P TG AL
,’-'a'.l"’;'.'

-~

Vi B4l
9,885
81310

ANNEX C
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ASSETS
CASH IN BAXKS AND QTHER
JEPOSITORIES
ANVESIMENTS

Time Jdeposits
waturing within one ycar

Accrued interost

LOANS -
Approved by tlie Soard of
Directors
Commitment s (Appendia IV B-3)
Less undisourscd portion

Disbursed 155
Accrucd Inter. -+ S 2 S
RLSOURCES WAILABLE fh &
CONTRIBUTORS (NOIE 3)
: Amounts o !t availubie S et R
3 LEss wastieios Ll s basa,. >
i
|
i

]
-

FLSCURETS

(A0 FURD

i, 1975

RIAT05 DILLARS (MNOTE A)

P IABILITILS, RLSERVES AND FUNDS 1975

LIAGIUATES

posuible and

Ve ctand sharges
FLLD (MOTE S)
Loa

Lives wraunts not yot madn
S datsle

Atonr® = made usvai lable

Cunteihnticns

Lumn apcunts not yer made

Mot nt . made available

Fratint v Ve Fund

69,659,

28,277,335

13,311,755
14,565,570

32,224,583
PR Vb
E 23,0%5,522

22,000,002
197321535500
2,578,640 ¢

20,951,346
3

JUNTE

1974

e
=

[
1
)

1,255,365 324,715
1400907830 =
530,152,116  514,145,7%
g
,g E} .
- T
L ED
(o =]
o
m o~
~N




ANNEX C

Exhibit 8
Page 1 of 1
DISTRIBUTION OF LOANS APPROVED
AS AT DECEMBER 31!, 1975
Ordinary Speclal Other Total
Capltal Development Speclal Funds
Resoueres Fund
USS 33 113 U3
NATIONAL LENDING INSTITUTIONS
Agricultural Credit 5,792,973 370,000 6,453,565 12,624,538
industrial Credit 3,690,594 - 4,600,540 8,291,134
Small Industry Credit - 2,895,617 154,720 3,050,337
Industrial Estates 1,624,000 2,586,047 10,920 4,220,967
Housing 5,644,780 - 3,108,025 8,752,805
Student Loans - 895,872 - 895,872
TOTAL 16,752, 357 6,755,536 14,327,770 37,835,
DIRECT LENDING
Agriculture
[ivestocF 368,657 272,740 - 641,397
Estate and Farm Development 387,562 935,327 - 1,322,889
Banana . Development 3,992,826 1,264,166 - 5,256,992
Processing 513,060 490,627 169,500 1,173,187
Other 327,024 1,225,318 1) - 1,552,342
TOTAL 5,589,129 4,188,178 169,500 9,946,307
Tourlsm
Hotels 1,662,253 - - 1,662,253
TOTAL 1,662,253 - - 1,662,253
Infrastructure
Ports ].353p705 l7.690 933 1)263’805 20 330831”'3
Electricity - 2,520,480 - 2,520,480
Feeder Roads - l’,95‘p829 55";962 5'506)791
Other Roads & Bridges 1,102,100 708,733 133,194 1,944,027
Water Supplles 328,307 1,737,994 30,940 2,097,241
Alrports 207,106 235,678 - Ly2 ,784
Sea Transport 1,942,857 71,400 2,014,257
Air Transport - 5,842,678 - 5,842,678
Other - 621,900 - 621,900
TOTAL 4,934,075 34,381,625 1,982,901 41,298,601
GBAND TOTAL 28,937,804 hs,325,339 16,480,171 90,743,341

(1) Includes $1,074,118 - Corn/Soya Bean Production - Regional Project

(2) Reglonal Projects.



Exhibit 9
Page 1 of 1
CARIBBEAN DEVELOPMENT BANK
SPECIAL DEVELOPMENT FUNWD
Projected Commitments ~ 1976-1979
(MI11ions of US Uollars)
Sactor 1976 1977 1978 1979 Tota!l
AGRICULTURE
Land Reform and Development of
Smal) Farms (LDCs) 2.40 1.00 2.75 1.25 7.40
Land Reform and Development of
Small Farms (MDCs) - 1.50 - 1.50 3.00
Land Reclamation and Development(LDCs) 1.00 1.00 1.55 1.50 5.05
Agricultural Feeder Roads {(LDCs) 2.50 2.00 2.00 1.50 8.00
Marketing Facilities and Agro-
Industries (LDCs) 1.75 2.50 1.00 0.75 6.00
Marketing Faclilities and Agro-
Industries (MDCs) 0.70 0.50 1.50 - 2.70
Agricultural Creuft (MDCs) 2.50 2.50 2.75 2.75 10.50
Regional Projects 3.40 1.50 1.50 2.00 8.40
14,25 12.50 13.05 11.25 c1.05
_[HDYSTRY
Financial Interncdiaries
Small Industry Credit (LDCs) 9.75 1.40 1.15 1.20 4.50
Small {nducstry Credit (1DCs) 1.00 1.00 1.50 2.00 5.50
CIt (Equity = LDCs) 1.50 - - 1.50 3.00
Direct ani:ﬁ['Kcllj'
Equity (MDCs) c.31 0.17 0.23 .24 1.070
Equity {(Regional) 0.75 €.20 0.50 0.25 1.70
Total Industry 4.31 2.77 3.43 5.14 15.70
Infrastructure
Reconstruction Main Roads (LDCs) 1.50 2.00 2,00 2.50 3.05
Reconstruction Hiqghway nridgcs(LDCs) 0.50 0.50 1.00 1.20 3.00
Water Supplies {(LDCs) 0.50 1.09 1.00 1.00 .50
Wharf tmprovements (LDCs) 1.00 1.00 1.60 - 3.00
Sewerage (LDCs) 1.00 1.00 1.00 1.00 4,00
Airport Terminals (LDCs) - 0.50 1.00 1.00 2.650
Industriai Estates (LDCs) 0.50 6.5¢C 0.50 0.50 2.00
Industrial Estates (MDCs) 0.50 0.50 0.50 - 1.50
Electricity (LDCs) 0.59 1.60 1.00 1.00 3.50
Totay rfrastructure  6.00 8.00 9.00 3.00 31,09
Student Loans (LDCs) 0.75 0.90 0.55 1.15 3.35
Project Preparation Fund(MDCs & LbEs) 0.20 0.20 0.30 0.30 1.00
Grand Tota! 25,01 24,37 26.13 25.83 102.10

ANNEX C
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CROPS

Coconuts
Bananas
Sugar

Cocoa

Citrus
Coffee
Cottonﬁ
Peanuts

Corn (Majze)
Arrowroot
Nutmeyg

Food crops
Vegetables
Vanilla

Bay 0il

Rice

Soya Bcanﬁ
Red Kidney Bean

Nrchard Fruit Crops,
e.q. Mangoes,
Avocados, etc.

Pineapples
Beef Cattie

Dairy Cattle

small Ruminant
Pigs
Poultry

Fishing (Inshore)

Cassava

.

Antigua

Eo O . -4

Belize

X X X X > X

>

RS S G T T - T

SMALL FARMS CROPS

inica

Dom

>

XX > =

44

o

.
(1] .
o [
o 0
c “
[ c
i Q
(L) x
X
X
X

X

X
X
X X
X X
X

X

!

X X
X X
X X
X X
X X
X X
X

Kitts/Nevis

St.

Eo T S S . T S 4

Lucia

St

St. Vincent

>

> M X

P - IO R

Turks & Caicos

> X e X
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Caymans
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> x>

Istands

irgin

v

> XX o =
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To be financed by non-AlID resources.
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CARTIBEAN DEVELOFMENT HANK

BOARD O GOVERNORS

(As of Muy 31, 191Y)

flon. C.A. Paul Southwell St.Kitts-Nevis-Anguilla
Uon. Ceorpe Chawbers Trinidad & Tobago

Houn. John Turner Canada

COUNTRY GOVERNOR

Ant igua Hon. 5. U, Prince,

Minister of Finance,
Industry and Tourisw

Bahamas Hon, A, D. llanna,
Deputy Prime Minister
and Minister of Finance
7/

Barbados Rt. Hon., Errol W. Barrvov
Prime Minister and
Minister of Finance

Belize Hon, A. Shoman
Attorncy General and
Minister of Economic
Planning

Canada Hon, John Turncr
Minister of PFinance and
Receiver-General

Colombia Dr, Rodrigo Botero
Montoya
Minister of Finance &
Public Credit

Dominica Hon, P, R, John
Premier and Minister of
Finance & Development

Grenada Hon. Geo. F, Hosten
Minister of Finance,
Trade and Industry

Guyana Hon, F. E. Hope
Minister of Finance

Jamaica Hon, David H, Coore, Q.C,
Deputy Prime Minister
and Minister of Finance

ANNEX D
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Chairman
Vice-Chairman
Vice-Chairman

ALTERNATE

Mr, Peter Merchant
Financial Secretary

Mr, T. Donaldson
Governor, Central Bank
of the Bahamas

Mr. L.V.H. Lewis
Permanent Sccretary
(Finance)

Mr. G. R. Graham

Head, Planning Unit

Ministry of Lconomic
Planning

Mr, P, Gerin-Lajoie

President

Canadian International
Development Apcncy

Dr, German Botervo de
los Rios

General Manager

Banco de la Republica

Mr, A. C. B. VWatty
Financial Sccretary

Hon, F. Dolland

Minister of Youth
Development, Sport
and Labour

Hon, S, S. Ramphal
Minister of TForeipn
Affairs and Justice

Hon, G. A. brown
Governor
Bank of Jamaica



Montscerrat

Writish Virgin Islands
ayman Islands

Turks and Caicos Islands

St, Kitts-Nevis-Anguilla

S1, lucia

St. Vincent

Trinidad & Tobago

tnited Kingdom

Veneruela

llon. Benson LEbanks

Member of Executive
Council

Cayman Islands

Hon. C.A. Paul Southwell
Deputy Premier and
Minister of Finance

llon. J. G. Compton
Premier and Minister
of Finance

Uon. R. M. Cato
Premier and Minister of
Finance

Hon. George Chambers
Minister of Finauce

Rt., Hon, Judith‘Hart
Minister of Overseas
Development

Overseas Development
Administration

Forceipn and Commonwealth
Office

br. Hector Hurtado
Minister of Pinance
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Mr, William Bramblc
Montserrat

llon, R. L. Bradshaw
Prenier

Hon, W. G. Mallet
Minister of Trade,
Industry and Tourism

Mr, C. lvor Martin
Financial Scerctary

Hon. K. Mohammed
Minister of Health

Mr. R. H. Belcher

Under-Sceretary

Overseas Development

Administrat ion

Foreign and Comuenvealth
Office

Dr. R. Fiyuercdo Planchart
President
lustitnte of Forcivn Trade





