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SUMMARY

This Interim R.7o>rt has two purposes: To report on the
current status of the proposed Agricultural Sector Loan II and
to identify the analytical bases which serve as the underpinnings
of the Mission's agricultural efforts. The proposed Loan Program,
as outlined in this report, is based on the Mission's approach
of assisting the Government of the Dominican Republic to achieve
the goal of increasing agricultural production and thereby to
improve the ot:ality of rural 1life. 1In order to reach this goal,
a higher le.el of agricultural productivity must be obtained,
with concomitant increases in ewmployment, income and nutritional
levels. Consequently, the Dominican Government with the USAID in
support proposs to provide governmental assistance specifically
designed to meet the needs of the target group, small farmers
and the landless rural poor, through improved governmental
support services.

The Dominican Government, supported by the USAID Mission,
has sought to learn more about the rural target group and to
identify moic clearly and precisely the constraints on its
development, with a view to more efficient allocation of develop-
ment resources. In developing the proposed lLoan Program, the
Dominican Government,aided by the Mission, has utilized the
Sector Assessment, related AID Loan 027 implementation experience,
and extensive studies and analyses regarding various aspects of
the sector. A discussion of the current status of the sector and
a review of the cvolutionary process from sectoral studies to
Loan Program are contained in Section 1I.

The proposed three-year Loan Program is expected to
utilize $30.0 million in funds, of which one-half wouid be
provided from AID Loan resources and one-half by the Government
of the Dominican Republic. The Program will build upon the
existing institutional capacity of the Secretariat of State for
Agriculture (SEA), the principal executing agency, in an effort
to raise the average income and nutritional intake of the
approximately 400,000 rural families that comprise the rural
small and medium farmers, as well as the landless laborer
categories. Program activities have been designed to improve
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small farm productivity as well as expand rural physical and
institutional infrastructure, through a broad sectoral approach.

I'he four proposed Program elements, and the respective
GODR and AID contributions to each, are:

Estimated Program Budget
(In Thousands)

GODR AID Total

I. Ag Sector Planning,

Coordination, and

Evalvation $ 1,150 $ 850 $ 2,000
11, Small Farm Production

Support 6,650 7,350 14,000
II1. Farm Service System 4,500 3,500 8,000
v, Rural Socio-Economic

Development 2,700 3,300 6,000

Total $15,000 $15,000 $30, 000
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Table I, :\"1

Total Agricultural Financingl/
(RDs Millions)

1968 1969 1970 1971 1972 1973 1974

Total Agriculture Financing? 31,8  38.7 135.4 417 44.5 59.0  103.0

1. Secretariat of Agriculture 9.9 11.9 12.1 11.6 12.3 11.8 10.8

2, Other Central Government3/ 11.6 15.6 15.5 18,2 17.5  33.9 80.6
3. Decentralized Agencies 10.3 11,2 7.8 11.9 14,7 13.3 11.6

a, LAD (0.8) (1.6) (1.5) (1.2) (3.9) (5.8)

b, IDECOOP (1.1)  (0.4) (0.4) (0.2) (0.1) (0.2)

¢. Tobacco Institute (0.1) (0.1) (0.1) (0.1) (0.1) (0.1)

d. Valdesia Corporation (-) (0.5 (0.6) (0.8) (3.0) ( -)

¢, INDRHI (0.3) (0.2) (0.5) (0.7) (1.1) 0.7)

f. Inazucar (0.1) (0.1) (0.1) (0.1) (0.1) (0.2)

g. Banco Agricola (7.9) (8.3) (4.6) (7.1) (6.4) (6.3)

/ Expenditures from domestic and foreign resources,

/ The irrigation component does not match with the breakdown used in
Table I, A-1 since ninor differences exist between this table and
Table I, A-2 duc to the fact that figures by apgencies do not class-
ify expenditures by sector and the data wero calculated from avail-
able sources,

3/ Refers to departments within the Executive Branch other than SEA

which have made disbursements for agriculture or irrigation.

MajorsSecretarials which did so in 1974 were: Sccretariat of

the Presidency (RDS61 million), Secretariat of Finance, and the

Secretariat of the Armed Forces.

Source: Ejecuciones del Presupuecsto 1968-1974, National Budget Office.
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C. Mission Strategpy

The Dominican Government considers the achievement
of substantial improvements in the quality of life (as re-
flected in income, nutrition, etc.) of the rural poor: e.g.,
small farmers and landless laborers, as an overall goal in
agriculturc. The Government has determined that a primary
means ol approaching that goal, consistent with other national
prioritics, is through assistance to small farmers to improve
productivity, while concurrently addressing the socio-economic
problems of the landless or non-farm rural poor. Rural equity,
therefore, s to be addressed both through production-oriented
and sociallv-oriented programs.

Lo general, Mission strategy in agriculture is tied
to recognition of, and support for the broad scetor goal, and
is based on a commitment to help the Dominicans develop and
employ the means necessary te achicve that goal. Specifically,
these means include encouraging the Scerctariat of Agriculture
in its offort to obtain better {inancing for the public ins-
titutions in the agricultural scctor; improving scctoral
planning and coordination: cnhancing institutional capacities
for training, rescarch, and outreach; increasing farm pro-
duction: and ifmproving rural infrastructure, emplovment, and
income.  Specifiec Mission strategyv, therefore, is to assist
the GUDR in achicving a sectoral goal of improving the quality
of rural 1litfe by extending cssential services to small farmers
and the rural poor. The Mission proposes to do this within a
framework of threoe interrclated, mutually supportive approaches

The tirse of these is the development of a sectorat
policy planning and coordination capability i1 apricalture, which
will serve as o vehicle for dynamic apricultural development and
as a management tool for obtaining and administering resources
for the scctor. The sccond is to foster a greater allocation
of public and private resources to agrieculture. The third
approach is to bring about thosc institutional changes that
will facilitate the growth of the scctor and a greater part-
icipation by the target greup in the benefits of\that growth,

These policies are consistent with the USAID Develop-
ment Assistance Program (DAP), as articulated in 1973 and

UNCLASSIFIED
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subsequentty claborated on in the Sector Assessment., Implement -
ation of proprams embraced by these policies and proposed in
this report is essential to address the rural income and equity
issue in the Dominican Republic and to stimulate the regular
allocation of additional funds to agriculture.

UNCLASSIFIED
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II. AGRICULTURAL ASSESSMENT, AG SECTOR LOAN 027 EXPERIENCE
AND ASSESSMENT UPDATE

A. Resumé of 1974 Agricultural Sector Assessment

The 1974 Agricuitural Sector Assessment prepared by
USAID/DR was the first formal attempt in the Dominican Republic
to look at the total sector as a basis for determining program
priorities and direction. The Assessment had its beginning in
late 1973 when much of the basic information was prepared in a
preliminary document entitled "Dominican Republic, Sectoral
Discussion - Agriculture". This preliminary paper, dated October
16, 1973, also identified many areas where insufficient data
existed or additional studies and analyses were needed in order
to make a meaningful assessment of the sector. Following this
preliminary report, the SEA and USAID/DR gave immediate priority
to obtaining the more critical data required, Some of this was
obtained and included in the Assessment, completed in March 1974,
and some has becn completed since that time. The process is a
continuing one, as both the Government and the Mission view the
gathering and analysis of new or improved information about the
agricultural scctor as a continuing process.

By and large, the information and conclusions set
forth in the 1974 Assessment remain valid. Thus, this section
reviews bricfly the status of the situation as presented in the
1974 Assessment for the more important areas of the sector where
the situation has remained, essentially, in status quo ante.,
However, in some instance new data has come to light, on the
basis of which a better comprehension of the situation does exist
concerning, for instance, the rural population, the small farm
situation, human resources, research, credit, fertilizers, sceds,
and marketing. Where changes in situation have occurred, the
nature and implications of these changes will be discussed in
part C below.

1. Goals of Agricultural Sector

The goals of the agricultural scctor as
developed by the SEA to serve as a basis for policy formulation
remain unchanged since the 1974 Assessment.,  These are:
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a. To achieve a more equitable distribution of
income among those who earn their living from the agricultural
sector., To improve the quality of rural life.

b. To provide food and fiber to consumers at
reasonable costs.

c. To provide agricultural products for industrial
uses, exportation, and import substitution.

d. To obtain the kind of agricultural production
which will improve national nutritional levels,

¢. To achieve optimum utilization of renewable
natural resources,

On the basis of these cconomic and social goals,
as well as theiv resource limitations, primary production targets
were sct by the SEA, which were discussed in detail in the 1974
Assessment (sce Scction VI, pp. 1-50). 1In general, the produc-
tion targets were designed to mect internal food nceds, increase
agricultural exports, and give special attention to fulfilling
minimum human nutritional requirements.,

2. Resource Base

The major resources available for agricultural
development were discussed comprehensively in the 1974 Assessment.
As a result of additional research, it would now appear that in
some instances the situation is significantly different than was
reported in the carlier document, The following summarization of
what apveared in the 1974 Asscssment remains valid, however.

a. Human Resources

Human resources were dealt with as two groups
in the Assessment: The agricultural labor force or rural popula-
tion, and the technical and institutional staff available to
carry out an agricultural development program,

UNCLASSIFIED
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There are many estimates of the rural labor
force, all of which indicate substantial unemployment or under-
employment, Onesuch study, the 1969 0AS study, reports that
nearly half of the rural labor supply is marginal to requirements.
Consequently, in the Dominican Republic the productivity of labor
in agriculture is among the lowest in Latin America, The Assess-
ment also noted that generally low nutritional levels among low
income rural families has resulted in serious problems of physical
and mental development. Basic skills are generally low or lack-
ing in this group, and educational levels and literacy rates are
low as well. This situation, of course, has not altered signifi-
cantly over the past two years, but additional and more current
information is now available concerning location, farm size,
growth trends by areca, ctc., of the rural population, This
supplementary information is discussed in part C below.

The human resource base for agricultural
development, i.e., the technical personnel to do the job, was
discussed in very gencral terms in the 1974 Agricultural Scctor
Assessment, It was clearly understood then that the shortage
of trained personnel was a constraint both at the professional
and vocational levels. It appearcd at that time, however, that
the need would reach a platcau in the near future and that care
should be taken to avoid a training program that would result
in a serious oversupply. More attention was given in the 1974
Assessment to how to develop trained personnel than to how many
should be trained. 1In 1975, a comprehensive study was made of
the professional and middle-level manpower needs and how to
fulfill these needs. These new findings, which will be discussed
later, significantly alter those which were set forth in the
earlier Assessment,

b. Land Resource

The 12 million acres of land in the Dominican
Republic were surveyed and given a general classification by
the OAS in 1969.1 This study indicated that, with the exceplion

1/ 0AS, "Study on Development and Planning of Natural
Resources', 1969, :
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of some of the more arid regions, all lands ol acceptable
productive capacity werce then being used for apriculture or
livestock. It also indicated that some steep mountainous land
that should be left in forest or other tree crops is being
intensively cultivated due to population pressures and that this
is creating a threat of environmental deterioration.

Less than optimum land use patterns, resulting
from a wide variety of constraints, leave considerable room for
production and productivity increases on the present land base
under cultivation. There are arid areas some of which could be
brought into production with the development of irrigaticn. A
portion of the Yuna River basin and some other smaller arcas of
river bottom lands presently in Class vl might be raised to
Class I or 114/ through drainage or flood control work,
Increasing the land base through the development of irrigation
and drainage works will become increasingly costly, however,
although no specific cost estimates arc presently available for
most of the areas mentioned. Thercfore, most significant and
tow cost production increascs will have to come from increased
productivity or changing land-use patterns to higher yield crop
and livestock enterprises.

This land basc situation has not changed
since the 1974 Assessment. However, the "management unit'" or
farm size situation has been found to be significantly different
than it was thought to be in carly 1974. The publication of
revised data and release of some unpublished data from the Sth
National Population Census of 1970 and the 6th National Agri-
cultural Census of 1971, and analyses bascd upon these data have
provided a much better insight into the farm population. Also,
it has corrected some previous misconceptions concerning the
small farm situation.

1/ Lands limited in use by the nced for flood control or
drainage works.
2/ Lands suitable for cultivatcd CcTops,

UNCLASSIFIED

IT - 4



UNCLASSIFIED

¢. Water Kesources

Approximately 270,000 acres of agricultural
land was under irrigation in 1974 with the cxpectation of
bringing an additional 160,000 acrcs into production by 1980.
Most of the irrigated land is devoted primarily to rice produc-
tion, There is no rational water use policy and water utiliza-
tion in general is very inefficient., Upstream lands are often
overirrigated while downstream lands have insufficient water duc
to unneccessarily heavy use upstream. Teriffs on agricultural
water are often insufficient to maintain distribution systems
which results in rapid deterioration and incrcased inecfticiency,

Some new irrigation projects in the process of
development or on the drawing boards are clearly aimed primarily
at food production as opposed to industrial cxport crops. The
Tavera-Bao complex is intended to irrigate 48,000 additional
acres in the Cibao Valley. Others are being developed in the
arid southwest. A scrious problem with many of the planned
irrigation dams is the potentially short life expectancy duc to
poor watershed management.  Developers are awarce of the problem
and some remedial steps are being attempted but no substantial
results have vet been achicved,

Very little is known to date concerning ground
water supplics and no integrated studies are presently under way.
The Institute of Hydraulic Resources plans to initiate a study
in this very important ficld.

d. Inputs

The 1974 Sector Asscssment dealt with credit
and technology separately and did not include them in the inputs
section. They will, thercfore, be treated in similar fashion
in this scction,

1) Machinery. The agricultural machinery
situation has not changed appreciably since 1974. Small farmers
still have difficulty in obtaining machincry scrvices because
of the unavailability in time and place of the scrvice that they
nced., In thosc instances where these services arce available,

UNCLASSIFILD
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they are still faced with difficulty in obtaining financing
(usually credit) to pay for the needed service. The private
sector has not moved in to fulfill the neced for custom machinery
services, probably becausec this is not a profitable enterprise
for private centrepreneurs in view of the shortage of medium or
long-term credit to finance the machinery and of competent
operators and maintenance perscnnel., Availability of spare parts
is also a problem.

Some larger processors of agricultural
products now provide custom services such as land preparation,
ctc., to their producers and deduct the cost of these services
from the value of the products received from the producer. The
SEA has attempted to provide machinery services to small and
medium {armers in some arcas with varied success. The problem
seems to be a shortage of skilled operators, inadequate main-
tenance and unavailability of spare parts,

2) Sced and Plant Materials., Improved seed
and plant materials are still in short supply in relation to

current demand, except for rice, corn, and cacao. Virtually

all of the developuent and distribution of improved varieties

is left to public institutions. Considerable knowledge regard-
ing the introduction, production and testing of improved seed

and plant material exists in the country but seced laws, quality
standards and controls are inadcquate or nonexistent. Lack of

an adequate production and distribution svstem for locally
adapted varietics is a primary constraint to increased production
and higher incomes in rvral arcas and will be discussced furthe..

3) TFertilizer. The distribution system for
fertilizer and other agrochemicals was incffective and informa-
tion concerning potential returns from the use of these inputs
was inadequate. A comprchensive study of the fertilizer situa-
tion was completed in Junec 1975, and the results of this study
are discussed later.

e. Agricultural Credit

The 1974 Scctor Assessmcnt estimated that
credit to the agricultural sector the previous year amounted to

UNCLASSIFIED
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approximately $150,000,000 with more than half of this from
institutional sources. It further indicated that less than 20%

of farmers surveyed had solicited credit from institutional
sources in 1973, Those who had not solicited credit gave

several reasons for not doing so, the most important of which

was the assumption that they would not receive it anyway. The
survey also indicated that nearly all farmers could use additional
credit but a majority did not indicate a specific purpose or need.

A large increase was reported in institutional
credit to agriculturce in the few years prior to 1974, Tt was
also noted in the Assessment that interest rates werce low in
relation to frece market rates. The number of loans to small
farmers from the Agricultural Bank was increasing appreciably
and, in many cases, technical assistance and input availability
were being tied to the availability of small farmer credit.

The 1974 Assessment recognized the need of
small farmers Jor additional credit. At the same time, it
called attention to the higher risk of small tarmer credit in
particular, and agricultural credit as a whole, and suggested
that interest rates, especially institutional rates, be
increased and brought more in line with the risk, The distribu-
tion of c¢redit on a timely basis to thousands of widely
scattered small farmers is a formidable task. The 1974 Assessment
deemed it to be of key importance, however, to the success cof
many aspects ol the development program and to the accomplishment
ol sector goals.,

Since 1974, there have been additional studies
of the credit situation as well as other changes that warrent
further discussion. These are discussed in part C below.

f. lnstitutions

The form, structure, and functions of the
various institutions that arc important to the agricultural
sector arc described in detail in the 1974 Scctor Assessment in
Section 1V. These lengthy descriptions will not be repeated
here. Essentially this scction noted that the Secretariat of
State for Agriculture (SEA) is legally charged with formulating

UNCLASSIFIED
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and dircecting agricultural policy in the country and with the
administration of cssential services, It also has coordination
responsibility for the activities of the decentralized agencies
on virtually all aspects of agricualtural development. The
effectiveness of this cocrdination responsibility is reduced by
the absence of an administrative mechanism to accomplish
meaningful coordination. Alsc, all of the decentralized agencies
have resources which do not appear in the national budget and
which can be spent on the authority of the head of the institution,
In total, these represent considerable resources and result in
independence of action not conducive to coordinated development
efforts. These public institutions include the Agrarian Reform
Institute (IAD), the Institute of Development and Cooperative
Credit (IDECOOLY, the Pricc Stabilization Institute (LNESPRE),
the State Sugar Counci! (CEA), the Dominican Center for the
Promotion of Exports (CEDOPEX;, and the Hydraulic Resources
Institute (INDRHI)., The Superior Institute of Agriculture, a
semi-private agricultural sccondary school and four-year agricul-
tural college, is also discussed.

The institutional structur. per se has not
changed significantly since the 1974 Assessment.,  Changes of
cffectiveness in specific arcas and/or changes in constraints
affecting institutions have occurred, however, and will be
discussed.

#£. Other Scctor Scervices

Some of the more important services to the
agricultural scctor were discussed under this heading in the
Y74 Sector Assessment.,  These included rescarch, extension,
marketing, and transportation, Since the stlualion with respect
to all of these has changed significantly, and additional
information has become available, we will defer discussing this
topic in detaii in this section.

3. Policy Formulation, Planning, and Budgeting

The National Development Commission, headed by
the President of the Republic, has the authority to reach policy
conclusiors and to approve plans and programs before their

UNCLASSIFIED
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submission (o the Presidency, Functionallv, the couneil scrves
primarily as a forum for discussion of proposals with a view Lo
achicving concensus whore possible.  Proposed policy decisions
often are screened by the Technical sSecretariat of the Presidency.
This office can be a uscful conduit in (he decision process as it
is concerned with budgetary formulations and disbursements and

sometimes gets involved in project exccution and evaluation,

The Scecrerariat of Agriculture, through its Office
of Planning, Coordination, and Evaluation, in coordination with
the National Planning Office of the Technical Secretariat, has
the respoasibility for overall plamning and evaluation of agri-
cultural sector programs,

AL the management level, the Seertariat of Agri-
culture sits as a member of the Board of Dircetors of cach of
the afliliated decentralizoed agencics discussed in part 2, f,
above, Although this contributes somewhat to achiceving overall
sector awareness, il is not fully effective as a coordinating
device,

An important problem in this arca is the rack of
an adequately defined agricultural deve lopment policy and ration-
al allocation ol budgetary resources, Consequent ly, Programs are
often approved and funds allocated on the basis of cmergencey
requirements (such as shortages of staple erops) or Lo meet
anticipated foreign demand for specific commedities (such as sugar
and beef). Concern for short-term objectives, often at the
expense of progress toward long-term goals, has thus often been
blamed for sharp deviations from stated policy objectives., This
may be truce. However, it may also be a result of the absence of
a single dependable data basc and the comprehensive analyses
necessary to develop the most rational agricultural policy.

!

4. Performance or Agricultural Scctor
ﬁk‘_\

At the time the 1974 Assessment was prepared, it
was noted that the agricultural sector's share of the GDP had
fallen from 25.37 in 1966 to 22,17 in 1972, value of agricul-
tural production increased more than 327 during (he same period,

UNCLASS1FIED
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Per worker contribution to €DP in agriculture was apparently only
about onc-third as much as for workers in industry,

Average family income in the rural sector was
reported to be much lower than for those outside the sector.
Income within the scctor was also badly skewed with rural
laborers and very small farmers in the very lowest strata of the
total income group. Tt was cstimated in 1974 that farm workers
earncd between RDS300 - 500 annually. Average contribution to
GDP per cronomically active worker in the rural sector was
approximately RD$S740 in 1970 compared with more than RD$2,400 for
the industrial worker. This situation was belicved to be partially
attributable to the small average farm size and lack of capital.

Apriculture still accounted for over 707 of all
exports in 1973 with sugar maintaining its position as the leading
export commodity.  Some attention had been piven to inereasing
product claboration or processing in-country to increase employ-
ment opportunitics and increasce esporl receipts,

The population situation was and remains a
critical element in the development picture, Insufficient up-to-
date information concerning population was available in carly
1974, However, with the publication of the 5th National Popula-
tion Census of 1970 (released in 1974), significantly more data
is now available.

The 1974 Asscssment dealt only with the rural
employment situation and net with the total. It has been
mentioned that unemployment and underemployment were extremely
high. Agriculiure accounted for approximately 007 of the labor
force.  An International Labor Otfice (TLO) study estimated that
about 41/ of the 600,000 in the rural labor force was unemployed
or underemployed.  Basic skills necessary for utilizing this
group outside of agriculture were nonexistent.  However, promise
of public works employment in urban centers often results in
accelerated rural-urban migration which only transfers the
problem instcead ol solving it. Many rural contered activitices
such as more intensive agricultural production, construction of
penetration roads, irrigation and drainape works using labor
intensive methods, cte., offer possibilities for cmployment
generation,

UNCLASSIFIED
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The structure of the export-import situation as
it related to agriculturc was relatively clear in 1974, Agricul-
tural products, which had accounted for Y0; of cexports carlier
had declined to 707 in 1973. This was a result of increased
exports of mincrals and other products and did not reflect a
decreasc in the value of apricultural commoditices,

5. Production and Markcting

Production and marketing was discussed in the 1974
Sector Assvssment on a commodity or commodity proup basis, An
attempt was made to calculate the 1973 production by commodity
or group and to sct targels for increasing production by 1980 at
two aiternative levels.  These target levels were determined on
the basis of global production needed by ¢rop or group to fulfill
minimum nutritional goals assuming perfect distribution. It was
understood that perfect distribution would not be achieved but
this was decemed a logical method of arviving at realistic minimum
production targets,

Once production targets had been established in
that Assessment, supgestions werc presented tor modifying produc-
tion in each group. Production meth-ds (and, in some cases, pro-
duction practices) and constraints to modifying these methods
were discussed.  Where increased production was expected to
create a mavket constraint, possible solutions to this were
discusscd also. In eifect, the productiocn and markeling sections
of the 1974 document, represent an outline for a national produc-
tion program suguesting specific production tarpets, constraints,
and specific steps to bhe carried out to reach the tarpet.

The production targets set in 1974 were based
primavily upon anticipatced population increase and on two
different nutrvitional levels. In some cases, these were the poals
set by the 5FEA, which were basically derived in the same manner.
These goatls have not changed.  Also, the strategies sugpested
for moditfying production to altain these poals are still vatid,

On the basis of changes in Chc situation, some of the constralnts
will affect to greater or lesser degrees the success of the
efforts. Such changes were anticipated, however, and others are
expected to occur in the future.

UNC_ASSIFIED
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No reliable estimate can be made at this time of
the progress or lack of progress toward the stated goals., 1In
1975, the Dominican Republic experienced the most scerious and
widespread drought in several decades. There were serious
disruptions in production programs and scvere shortages in the
availability of some key commodities. It is unfortunate that
this should occur during what is really the first crop year of
the six year production eftfort and it prevents an carly appraisal
of progress toward the goal,

6. Economic and Social Constraints

Five broad constraints to agricultural sector
development were identificd in the 1974 Assessment. These were;

- Land, land use, and land tcnure.

- Inputs and input utilization.

- Credit, particularly institutional credit.
- Marketing, including access roads,

- Institutional infrastiructure and improving
the human resource basc for agricultural
development .,

Since these were considered to be the more import-
ant constraints in late 1973 and carly 1974, it is not surprising
that additional study has been done or data collected and
analyzed for cach of them., The land basc, of course, has not
changed appreciably. Additional population and small farm
information, howcever, creates a different picture than in 1974,
An updating of the situation as it relates to cach of thesc
constraints and a restatement of the constraint situation at the
present time will be found in part C below.

B. Agricultural Sector lLoan 027 (#517-T-027) Experience

The loan, signed on October 16, 1974, supports a
Dominican Government program costing $33.9 million to which AID
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contributes 12,0 million, This propram consists of cight
different subprograms formulated to achicve the following
objectives:

- Increase agricultural production for domestic
consumption,

- Increasce the productivity of small farmers.

- Increase employment in agriculture in the rural
arcas.

- Develop the institutional and human resources
nceded to sustain agricultural growth and develop-
ment, and

- Raise and more equitably distribute rural income.

After satisfaction of the several Conditions Precedent
to Disburscment and other mobilization ¢fforts involving a total
of six different Implementing Agencies, the proyram became
operational during the peviod from February through June 1975,
Since that date, total propram dishursements have surpassed the
targets sct forth in Implementation Letter No. 3 (which provides
an operational work plan for €Y 1975) duc, primarily, to the
accelerated rates of disbursement under the Small Farmer Credit
Program. Morcover, in general it can be said that overall progress
to date has met, if nol cuceeded, program cxpectations and projec-
tions. To the extent that delays in the initiation of program
clements have occurred they have been due in lavge part to basic
structural problems associated with the Deminican agricultural
sector which this program is intended to address.

Most of the problems encountered in the start-up phase
of Ag Loan I will not occur again since scveral of the Ag Scctor
Loan Il activitics will build upon the Coundations established
under Ag Loan 027 and will, in many instances, utilize the
administrative mechanisms already developed, 1In those areas
where there will be a complete departure from prior activitices,
coordination difficultics will be minimized because all clement s
will be implemented throush the SEA or will he more dircetly
under SEA*s control, Expericnce with that agency in the
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implementation of Loan 027 and other activitics indicates that
it has an increcasing capability in program coordination and
administration.

small Farmer Credit (SFC)

Approximately 687 of all Loan 027 program resources
were allocated to this component. The basic purpose was to get
more credit to a larger number of small farmers through a series
of program activities. This entailed, among other things,
obtaining a serics of policy changes in the credit area favoring
small farmers.  One such measure was a reduction in the Agricul-
tural Bank's lending ceiling to lend cnecouragement to this
institution, the largest agricultural credit source in the
country to address the uceds of small and medium size farmers
rather than to disburse scarce resources among large farmers and
processors who have or should have greater access to credit from
the private commercial banking comnunity.

Table 11, B-1 reflects the number of loans, by size,
made by the AgBank from all sources in 1973 and 1974, plus
projections tfor 1975. The number of loans under RDS10,000 has
increasced more, percentagewise, than those over RD$ 10, 000.
Extrapolating from Table 11, B-1 data it is expected that in 1976
the RDSO - 2,000 category will have a greater percentage increase
than any other group, since the PIDAGRO funds which created a
bulge in the sccond category wiltl have been substantially
disburscd.

Table 11, B-1
Number of loans
Estimate

Loan Size cY 1973 cY 1974 cY 1975

RD$O - 2,000 37,179 40,747 46,573

RD$2,001 - 10,000 2,191 3,690 8,554

Over RD$10,000 376 730 783
UNCLASSIFIED
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Despite a delay in initiating SFC operations,
disbursements have exceeded the expectations and projections
incorporated in Implementation Letter No. 3. The performance of
the three principal SFC Implementing Agencies, utilizing Loan 027
program funds is as follows:

Agricultural Bank
(as_of November 14, 1975)

Number Amount (RD$S)
CY 1975 Anticipated Disbursement
of Program Funds - 1,980, 000,00
CY 1975 Actual Disburscment of
Program [Funds - 3,127,000,00
Applications Received 5,799 3,409,270.15
Applications Approved 3,890 2,223,754.40
Applications in Process 873 572,463.45
Applications Turned Down 1,036 613,052.,30
Average Loan Size - 576.00
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SEA Supcervised Credit
(as_of October 31, 1975)

Number Account (RDS)
CY 1975 Anticipated Disbursement
of Program Funds - 1,140,000,00
CY 1975 Actual Disbursement of
Program Funds - 3,166,000.00
Applications Approved 6,913 3,240,789,63
Applications in Process ' 600 300, 000. 00
Average Loan Size - 468,80

Dominican Development Foundation (DDF)

(as of November 19, 1975)

Number Amount (RDS)
CY 1975 Anticipated Disbursecment
of Program runds - 720,000.00
CY 1975 Actual Disbursement of
Program Funds - 1,326,000.00
Applications Approved 2,558 1,956,940.00
Applications in Process 450 271,329.97
Average Loan Size - 581.19
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Table II, C, 2-1

Anticipated Deficit of University-Level Agriculturists and
Veterinarians 1976-1985

1976-1980 1981-1985

Agronomy: 46 178
Agricultural Engineccering« 29 + 31 (Surplus)
Farm Management 151 160
Agricultural Extension 112 97
Agricultural Economics 48 + 5 (Surplus)
Veterinarian Medicine and
Animal Production 0 78

386 477

Includes plant production, plant parasitology, and
horticulture.

Includes irrigation and drainage, soils, and agricul-
tural mechanization.

Source: 1. Asméu, Preparing Professional and Middle-TLevel
Manpower for Agricultural Development of the
Dominican Republic, mimeo, 41 pp., USAED/DR,
August 1975.
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Table 11, ¢, 2-3

Real Amount of Formal Agricultural Credit
in the Dominican Republic, 1965-1974, by Source

Agr. Commercial Financie-
Year Totald/ Bank  Banks IDECOOP DDF  ras

(Million Constant RD$ 1974 = 100)

1965 94.6 86.4 8.2

19¢€6 109.1 90.2 18.9

1967 108.38 87.9 20.2 .8 .2

1968 108.4 84.6 22,7 .7 .3

1969 108.4 88.0 119.3 .8 .3

1970 114.9 89.7 22.7 1.9 4

1971 114.6 88.1 22.8 2.0 .7 1.1
1972 107.7 76.4 27.5 2.0 .6 1.2
1973 115.9 72.4 39.0 2.4 .9 1.2
1974 130.0 76.6 46,9 2. 1.6 2.8

a/ Sum of columns may not equal total due to rounding,
Source: D.W. Adams and J.R. Ladman, "Assisting Rural Poor

Through Financial Market Activities in the Dominican
Republice'.
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The availability of additional funds and the
increased number of competent f{ield agents have resulted in
some significant changes in the allocation of credit resources
of the Agricultural Bank. Incomplete data for 1975 indicate
that small and medium farmers will receive a significantly
greater proportion of the agricultural credit monies loaned by
the Bank in 1975 than previously. iore total leoans will be made
to small borrowers in 1975 despite the need to increase average
loan size duc to the dramatic increase in input prices since
1973.1 (See Tables 11, C, 2-4 and 2-5 bolow.)

Table 11, C, 2-4

2.

Percent of Money Loancd by Size of loan

First Nine

1973 1974 Mos. of 1975%
RD$O - 2,000 47.3 35.5 32.4
RD$2,000 to 10,000 21.4 22,1 38.0
Subtotal 60.7 57.6 70.4
RD$10,000 or more 31.3 42.6 29,6

The reduction in the percentage of money going to loans below
RD$2,000 and the increase in the RD$2,000 to 10,000 category
is the result of two factors. One is the average size of loan
under the PIDAGRO program (RDS4,500). The other is the
inflation factor. Borh of these arce discussed in the text
above,

Source: Agricultural Bank data.

1/ The price index based on a proup of kev production inputs
purchased by farmers incrcascd from 117.3 in January 1974,
to 20L.9 in June 1975. Bascd on January 1973 = 100,
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Table 11, C, 2-5

Number of Loans Made by Size of Loan

First Nine Estimated

1973 1974 Mos. of 1975 CY 1975 =
RDSO to 2,000 37,179 40,747 34,361 46,573
RD$2,000 to 10,000 2,191 3,690 6,316 8,554
RD$ Over 10,000 375 730 580 783

Agricultural Pank estimate,

Source: Agricultural Bank data.

Some cvidence indicates that credit for the
very small "[armer" may not be as much a constraint as formerly
believed. A ficld survey made in December 1974 indicates that
only a very small percentage of those small farmers who
solicited credit in 1973-1974 did not receive any credit, Many
did not solicit credit because they concluded that they were not
likely to get it. Still, a majority of those small farmers who
did not apply for credit did not do so because they felt that
they did not nced any credit. While a precise fix on effective
demand is not possible, effective demand would also appear to
be smaller than thought heretofore. (See Table II, c, 2-6.)
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Table 11, C, 2-6

Small Farmer Credit Response - 1974
Hectares
0 -0.36 0.37 - 3.1 3.2 - 6.2

Percentage of Producers Who
Applied for Credit and
Received None 0.8 1.9 4.6

Percentage of Producers

Who Did Not Apply for

Credit But Who Said They

Could Use Credit 42.7 44 .4 58.8

Percentage of Producers

Who Did Not Apply for

Credit Because They Felt

That They Did Not Need

Credit 57.3 55.6 41,2

source: SEA - Unpublished survey, 1974,

This information indicates that most small
farmers who apply for credit do receive some credit. It also
indicates that more than half of those in the 0 - 3.1 hectare
group who do not apply feel that they do not need credit,
Thirty-six percent of those in the smallest farm size graup who
did not solicit credit said that they were not farmers. This is
not unexpected. There is still insufficient knowledge and data
concerning the small farmer. 1In the absence of accurate data
the tendency has been to assume that all rural landowners, even
those with less than one acre, were basically farmers. As more
information becomes available there is increasing evidence that
the primary source of income for many of these is off the farm
and that income derived from the "farm" is supplemental to
regular income.
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The timeliness ol credit availability has
improved mavkedly in the last two years. Much of this improve-
ment can be attributed to the addition of the large number of
additional fiecld agents to the credit programs, This larger and
better trained staif has also been influential in directing more
of the credit for small and medium farmers to uses in line with
national production priorities.

Iuterest rates for agricultural credit are 8
to 12 percent, As Previously stated, this is considerably below
the inflation rate, which had not exceeded 4,37, from (965-1971.
Institutional interest ratoes (8 to 10 percent) are traditionally
difficult to change oven in a highly inflationary cconomy. Many
argue that there are sound political and cconomic reasons }o
subsidize credit for sclected purposes. Adams and Ladmani/ inp
their report make a sood case for giving serious consideration
to increasing interest races., They believe that increased
interest rates will (L) help to increase mobilization of savings
by permitting pavment of higher rates on savings, (2) reduce
erosion of the credit portfolio, and (3) reduce the amount of
loan funds demanded by large borrowers and force them to make
more judicious use of borrowed moncey .,

: 2/

Ihe Holben and Welhouse repori=" shows how
Central Bank policics to reduce reserve requirements and
provide special credit advances have provided a strong incentive
for commer. ial banks to increcase their loans and apparently have
led to a significant increase in the volume of such loans. They
alse point out the advantages of higher interest rates and show
how the 87 ceiling on the Agricultural Bank loans have made it
unprofitable for that institution to accept time and saving
deposits or scll their securities at competitive rates of return.

A large amount of information is available
about agricultural credit at the level of the credit institutions,
Less is known concerning the use and effectiveness of credit at
the farm level. Even with the improvements that have been
achieved to date credit availability is stil] a serious conalraln

1/ op. cit.
2/ op. cit.
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for many. When funds are available, accessability from a
geographic point of view is 4 scrious constraint especially for
small or isolated clients. To address the problem of access-
ability to credit, the proposed program will establish additional
credit outlets and some mobile banks in order to increase credit
accessability in the countryside,

c. Fertilizer

The unavailability of fertilizer to small
and medium farmers was identified as a major constraint in the
1974 Agricultural Scctor Assessment. Inefficient distribution
and delivery systems as well as notably higher prices both
contributed to the problem of availability. Also, lack of
knowledge concerning recommended use adversely affected demand,
especially by small farmers. The 1974 Assessment reflected the
paucity of specific information concerning the fertilizer
situation at that time. Only general statements could be made
based upon the best appraisal of the situation. The Assessment
correctly recognized, however, the almost complete lack of
fertilizer use by small farmers.

Lo carly 1975 the SEA, through USAID/DR,
requested that the International Fertilizer Development Center
(LFDC) and the Tennessee Valley Authority (IVA) survey the
fertilizer situation, with cmphasis on the efficivney of the
fertilizer marketing system in servicing small farmers. The
study,l now in linal draft, helps to identify specific
problems and rccommends improvements in fertilizer marketing,
distribution, and educational systems in the Dominican Republic.

Chemical fertilizer use is fairly new in the
Dominican Republic. Until the mid-60's fertilize use was
nominal, erratic, and limited primarily to sugar cane production.

1/ J. Free, C. Kresge, T.H. Foster, thce Dominican Republic
Fertilizer Situation, Draft Report, June 30, 1975,
Tennessee Valley Authority for USAID/DR.
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Since 1965, tertilizer use has increased significantly -- from
approximately 17,500 tons of nutrients in 1966-1967 to 86,500
tons of nutrients in 1973-1974. All fertilizer is imported,
Ninety-five percent is imported asg primary materials for blend-
ing or for dircct application,

Sugar production still utilizes 55% of all
fertilizers. HMost of the vest is used on crops *that are
exported or processed, Rice, tobacco, peanuts, and tomatoes
are important in this groups  Very little fertilizer is used on
food crops for domestic consumption or by small farmers., The
TVA reportl/ indicates that the smaller one-third of all farms
in the Dominican Republic use only 1% or less of the fertilizer,
Plantain is the highest fertilizer user among food crops, but
less than 107 of plantain production was fertilized in 1974,

The fertilizer distribution system appears to
fuaction reasonably well for the commercial farmer group.
Smaller or luss commercial farmers are inadequately served by
the system cr are not serviced at all. TFor a variety of reasons
(discussed later), service to the ¢mall users is not economical,
It was concluded by J, Free, et. al. in the Tva report=/ that
the non-usage of fervtilizer by the "non-commercialized farmers
and the inadequate or total lack of service to these farmers by
fertilizer distributors may, in fact, be a rational responsc of
both distributors and farmers", 1In the long run, this situation
may correct itself. 1In order to cxpedite solution of the situa-
tion, however, funds were made available under AID Loan 027 for
the establishment of a number of agricultural input distribution
ceuters. Five of these are just beginning operations and more
are scheduled under that loan. Even if these are successful,
as anticipated, they will only fill a small portion of the need
and further public sector action will probably be necessary.

As previously mentioned, all fertilizer is
imported but most is mixed or blended in-country prior to
distribution and use. More than 90% of all fertilizers used are

1/ op. cit.
2/ op. cit.
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imported by the two bulk blending plants. These share the
market about equally. The present facilities of the two
blending plants appear to be adequate to meet anticipated
demand. Their capacity exceeds present use by about 100%. It
is felt that prescnt imports of finished materials, although
small, should be continued in order to maintain that element of
competition in the market place.

The fertillzer marketing system, although
functioning with reasonable efficiency for the larger volume
buyer, still needs considerable adustment to wmeet the needs of
the smali user. Presently delivery service is offered only to
buyers of onc ton or more. The smallest bag size available is
100 pounds, Smaller bags and smaller minimums on delivery may
not be important to those [armers presently using fertilizer,
but these will certainly be necessary to encourage use by
smaller farmers, at least in the beginning., 1t is difficult to
service small farmers by breaking 100 |b, bags to scll smaller
amounts primarily because this presents the unscrupulous vendor
with the opportunity to dilute the fertilizer with inexpensive
filler and thus reduce its effectivencss.

This problem, which is one aspect of quality
control, is very important tu product acceptance, Where an
effective system of quality control does not exist, there
usually are fears that the industry is supplying off-grade
materials, that sack weights are light, etc. Although there
arc few documented cases in point, thesc general impressions
have been widespread in the Dominican Republic. The effect of
such beliefs is yeduced acceptance by farmers, especially
smaller farmers., The only cflfective way to eliminate this
problem is to develop and implement a national program of
fertilizer quality control that will help to promote more
orderly marketing.

Soil fertility rescarch conducted [n the
country has too often resulted in unusable Information. The TVA
report suggests that excessive variability of rescarch results
may indicate inadegiata design or poor control of variable
factors. Fertilizer recommendations based upon inadequate

UNCLASSIFIED

II - 52



UNCLASSIFIED

There is a need in the Dominican Republic
to coordinate and standardize soil research methods used by -
the different centers and scientists involved. Soil testing
procedures and the farmer cost of soil testing services are
presently different in the two soils laboratories. There is a
need, also, to improve and standardize soils laboratory
facilities and cquipment.

Laboratory results of the soil testing and
fertilizer recommendation program of the country need to be
closely linked to an effective soil fertility research program.
This activity should apply appropriate statistical techniques to
the correlation of fertilizer trial results, soil test results,
and soil classification data in an effort to improve the basis
for making better fertilizer recommendations. 1t is probable
that some technical assistance will be requived to develop this
capability,

The integration of research and extension has
not been effective. Steps should be taken to assure that
resecarch tindings [rom within the country and applicable inter-
national rescarch results be made available to extension
workers. Coordination must assure that personnel in arca offices
obtain needed assistance in interpreting and adapting research
findings to local conditions and clientele. It should also
assure a fecedback from farmers and extension agents to the
researcher to help determine research priorities,

In the more productive arcas of the country,
much of the land in cultivated crops is under irrigation. One
of the main factors limiting Crop responsc to tertilizer in
thesce areas is inadequate water supply or management, Control
of water use is often weak., Allocations are not made on a
rational basis and some systems are not efficient. This problem
is often beyond the control of the individual producer. It
seriously affects fertilizer response, however, and is a factor
in decisions about fertilizer usc.

Many specific recommendations for Improving
certain aspects of the fertilizer situation arc included in the
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TVA rcport.i/ These are too numerous or too technical to
include here. 1In substance, the report indicates that the
unavailability of fertilizer in time and place needed is still
a critical constraint to increasing fertilizer use, especially
by small farmers, Assuming that the problem of physical
distribution can be solved, other constraints such as the
quality of rescarch and availability of technology to small
farmers will increasc in importance,

The input distribution centers recently
established with funds under AID Loan 027 offer one rational
means of suppliing the needed inputs to small and medium
farmers. 1t is proposed to increase the number of distribution
centers beyond that envisioned in that loan by adding additional
financing for that purpose under this program. 1Inp order to
assure the availability of sound technical recommendations for
fertitizer use for principal crops in important so0il and climate
arcas, additional funds will also be macde available for increased
rescavch and soil fertilicy work. This work will be closely
coordinated with extension offorts, Also, it must be recognized
that lertilizer use is only once of many practices involved in
obtaining production increases. Responses to fertilizer use
are often contingent upon the use of other improved practices
as well. This is ¢cspecially pertinent in dealing with small
and medium farmers whero the general use of these practices
is limited. The so-called "package" program approach involvinz
the minimal number of improved practices necessary to achieve
the desired responsce ma- offer a woroe practical means of
reaching the very small wmer.  Funds will be available under
this proposal to implement a package program of limited size in
order to adequately test the effectiveness of this concept in
the Dominican situation, I7 swall farmers are to increase their
demand for fertilizer and other improved practices, they must
first be cducated as to its valuc to them as a means of increas-
ing their production and well-being. Reaching small and medium-

1/ op. cit.
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be for some time. Some of these are quitce well adapted. A germ
plasm bank of improved varictics of citrus, mango, and avocado
exists in-country and these trees will soon be of sufficient
size to begin a gratting and distribution progranm, (Good
varieties in some crops are completely lacking. The absence of
varictal and pest control research has caused serious problems
in others.

The overall constraint; i.e., the unavail-
ability of improved varictics at the farm level, still exists.
Also, there is still no sced cortification law and no law for
the dinternal control of seed and plant material production and
distribution. However, because o5 the many additional picces of
knowledpe that now exist, the base fcr a meaningful, coordinated
program is much broader than it was in 1974. 1In addition, the
SEA has indicated a strong desire to improve the sced and plant
materials prosrvam,

Under the proposcd Loan 11 program, funds arc
allocated tor an cxpanded and concerted seed multiplication and
distribution ¢ffort. This will be closely coordinated with the
adaptive rescarch pregram mentioned in "a” above The distriba-
tion will be coordinated with the Input Distribution Centers
element of this program in order (o give small and medium farmers
first priovity in beunelicting (rom this effort. Cooperation in
the development of production packases will also help to inecrease
the potential success oi that program. Maximum participation of
the private scetor will be sought and ecncouraged.

Lo order to achicve optimum results in the
distribution of agricultural inputs, the distribution ol all
kev daputs must be closely coordinated so that larmers receive
croedil, technology, tertilizer, sceds, power, cte., when and
where needed. It was mentioned carlier in this paper that the
preater improvement in the level of liviee and the preates
increase in income for the small farmer can comce through
increasing his level of production (productivity). Input
availability is a serious constraint that must be eliminated if
this is to be accompiished.
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4. Marketing

According to the 1974 Agricultural Sector Assess-
ment, weaknesses in this arca were numerous and complex. The
failure of the marketing system was characterized as being
based primarily on a lack of market information and marketing
skills, plus a lack of sufficient credit for marketing enter-
prises.

Although not specifically identified in the
Assessment, the combination of low farm level prices, high
consumer prices, inconsistent product quality, and intermittent
supply for mauy products was indicative of a poorly functioning
agricultural marketing system. Since the extent to which a
producer mehilizes his land and inputs to create output depends
largely on the incentives he perceives in the market, the
instability and inadcequacy of market systems for farm producty
represents a scrious constraint to increasing food producticn
and farm income.

Furthemore, on the input side, existing commercial
marketing structures for agricultural inputs arce not adequately
serving the smali and medium farmers., (This constraint is
addressed in greater detail under the discussions pertaining to
inputs.)

Since the A vicultural Sector Assessment was
completed in carly 1574, (..cre has been little change in the
methods and systems for marketing agricultural inputs and
agri.ultural products. At that time, the SEA o USAID/DR he
a fairly good understanding, f{re a macro point [ view, of the
marketing situation. Many of the more serious problems that
were recognized then have nat changed. {lowever, additional
cfforts are being made to cevelop o hetter understanding of
those problems, in the context oi the overall marketing situa-
tro,

In Junc 1975, the SEA (with financing through
AID Loan 077), signed a contract with the Inter-American
Institute of Agricultural! Sciences (11¢A). The purpose of the
project under this contract is to improve the quant {ty and
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quality of the marketing services available to small farmers,
intermediaries and consumers. Specific objectives and tasks to
be carried out arc numerous. They can be grouped under five
headings, however, cach of which would include a number of
related individual studies or tasks. These five general areas
of marketing assistance are:

a. To assist in determining the specific
activities and [unctions, organizational restructuring and the
personnel requirements of the Marketing Division of SEA.

b. To assist the Marketin§ Division of §'A, the
Department for Special Studies of INESPREL/ and CEDOPEX=/ in
describing and cvaluating the methods and systems for the market-
ing of inputs and of agricultural products, including handling,
transport, storage, distribution and processing.

¢. To assist the Markecing Division of SEA in
selecting a methodology, in training and in the implementation
of a continuous system of collection and publication of prices
of agricultural products at the farm, intermediate and retail
levels.,

d. To assist institutions within the marketing
subsector in the organization and execution of a training
program in marketing at three different levels.

¢. To collaborate in the formulation of a
national plan to improve the marketing system based upon the
results of the above studies.

A number of the basic studies under the above
contract have been completed., Others are in progress or are

1/ 1Instituto de Estabilizacién de Precios (Price Stabilization
Institute),

2/ Centro Dominicano de¢ Promocién de Exportacionces (Dominlcan
Center for Promotion of Exports).
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scheduled for completion in carly 1976. To date, the following
activities have been completed:

- A study of the internal marketing of basic
food crops; i.e., plantains, cassava, and
sweet potatoes,

- A study of the marketing system for coffce,

- An evaluation of tle system of collection
and difusion of price information.

- The development of a plan for a price and
market information service,

- A field survey of the flow of agricultural
products from and to Santo Domingo.

- A preliminary study of the system of weights
and measures,

- One short course for training of marketing
personnel completed,

Although additional and more reliable information
is being collected under the IICA contract, comprehensive
analysis of key aspects of the marketing system must await
completion of all of the relevant surveys and studies. Available
information docs, however, provide a general understanding of the
different systems that do exist, and it is clear that the market -
ing system continucs to constitute a constrainl Lo Increasing
small farm productivity,

In the IICA study under Loan 027, priority is
being given to those areas most closely related to the marketing
of basic food crops and of other commoditics most produced by
small and medium farmers. It is anticipated that the results of
work in these arcas will be sufficient to provide more definitive
program guidance prior to the preparation of the project paper,
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It addition to sectorgl pPlanning, the develop-
ment of an information center tor agricultural production and
trade data, census statistics, technological documents, resource
surveys, anag general asricultural publications is envisioned as
4 necessary component of the proposcd planning, coordination,
and evaluation concept,

. Loan [1 l’x'muuwurlg

The results of Mission expericence and
continued study of development constraints in agriculture have
been analyzed in the context of identifving strategy implications
for development ¢Ifores, The program implications nf that
analysis have been linked ro the constraints alrcady noted and to
the enlarged data base.

The broad implications of this analysis have
been interpreted to Suggest and support a sectoral approach
bascd on four major program cloments which address the ma jor
constraints and are based on sound methodology and intensive
cvaluation. 1In general terms, the proposed program is composed
of the following clements and activities,

1. AGRICULTURAL SECTOR PLANNING,
COORDINATION, AND EVALUATION

A.  Sector Economic Analysis
B. Data Colloction/EvaLuaLion Center

IT. SMALL FARM PRODUCTION SUPPORT

A. Land Utilization

B. Production Technology Development
(including research, sced and plant
materials, and production packages)

C. Transfer and Utilization of
Production Technology

UNCLASSIFIED
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III. FARM SERVICE SYSTEMS

A. Input Distribution Centers
B. Output Marketing
C. Rural Credit Activities

Iv, RURAL SOCIO-LCONOMIC DEVELOPMENT

A SEA Rural Area Agents Program

B. Rural Infrastructure Development

C Small Scale Agri-Business Develop-
ment

These activities are described in detail in
the following section,
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detailed description of current secctor planning activitices that
will contribute to the GODR's cvaluation capacity.)

Implicit in the Program design is the assumption that
the planned institution building activities will lead to and bring:
about the stated yporpose. At the project output level, the
magnitude of output indicators can easily be identified in
relation to the programmatic structure, i.c., the four basic
elements around which all planned activitices are clustered.

This logical, sequential grouping will facilitate evaluation of
the many distinct, yet integrated, activities and subactivities
under the Program. The four principal output indicators, which
the Mission will attempt to quantify in the Project Paper, are:

[. A competent, cffective agricultural sector
planning, coordination and cvaluation organization within the
Secretariat of Agriculture.

2. A small farm production support system which will
provide the technological, production and educational services
required.

3. A small ramm service system that will provide the
distribution and marketing mechanism needed on the one hand to
deliver agriculturat inputs and on the other to provide the
mechanisms to market apricultural production efficiently and
beneficially.

4. A rural, socio-cconomic plauning and implementa-
tion capability within the Scevetariat of Agriculture that can
operate a bimited but effective rural development Program.

The Program's composite target group is made up of
almost 400,000 rural familiecs and is represented by the
following subgroups:

48,000 smatl farmers with morce than .5 heclares

I. )
0 hectares.

)
but less than 5

2. 50,000 microfarmers with less than .5 hectares.
3. 100,000 landless farm laborers.
UNCLASSIFIED
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Table II1 - 1

Personnel $ 395,000
Equipment 12,000
Vehicles 26,000
Sector Analysis - Survey 55,000
Computer Time 79,000
Technical Assistance 160,000
IRC Linkages 321,000
Training 217,000

Total §1,205,000

b. Data Collection/Evaluation Center (5795, 000)

An offcective systen for collecticon, storape
and retrieval of agricultural data docs not presently exist in
the Dominican Republic, Instead, individual agencices working
within the agricultural scctor maintain their own information
svstems.,  These are not oreanized {or optimum effectivencss
within axencices.  Systems used by one agency are usually
incompat ible with svstems used by other agencics, Data process-
ing and analysis in agricul ture iy presently Timited., Bottle-
necks caused by the lack of o capacity for keypunching, card
verification, and data storage, plus incompatible data syslems
and unsophisticated processing techniques require extensive
manual intervention.

As a result, programs or multi-step activities
involving several agencies of government are usually ad hoc.
This situation was recognized in a recent study undertaken by
the University of Florida which suggested the establishment of a
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linkage with the Data Bank in that the latter will furnish a
considerable amount of raw information for tabulation and process-
ing.

Lo addition to the development of the Data
Bank and Documentation Center, a mechanism for the disscmination
of materials gathered is contemplated in order to ensure that
such Information will reach the widest possible audicnce for
which it is usctual. Several alternative approaches have been
suggestoed, such as the creation of reading rooms at cach of the
seven  regional SEA offices, where, in addition to exchanging
information with SEA's Centralized Documentation Center, tech-
nical reports and data pertaining to the region will be
maintained tor use by local technicians and the seneral public,
Such an approach would also facilitate the execution of regional
planning and evaluation activities carricd out through the
Regional Coordination Division of the Planning Department,

In order to achieve effectively the collection,
analysis, storacse, retriceval and distribution of agricultural
information, it is rorescen that this activity will be closely
coordinated with Plan AGRINTER activitics currently being
developed by SEA with technical assistance provided by the Inter-
American Institute for Avricultural Scicuces (ITCA). Under this
Plan, SEA will inventory published and unpublished materials
related to agriculture, intre luce data processing procedures
into SEA's Computer Center an Jdesign a system to catalogue,
store and disseminate information by user interest categories.
Such complementary activities will enhance SEA's capacity to
serve the apricultural sector, and, in particular, the small
tarmer, by providing more precise base-line data an which 1o
basce policy and programmatic decisions.

The following arcas arc being considered for
Funding under this activity:
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Table III - 2

Personnel §277,000

Equipment 252,000

Data Collection and Processing

Analysis 100, 000

Short-Term Technical Assistance 92,000

Training 74,000
Total §795,000

2. Small Farm Production Support

The Dominican Government recognizes that higher
agricultural productivity is absolutely essential if the
country's present and future food requirements are to be met.
In order to accomplish this, a fair economic return must be
provided the small and medium [armer as an incentive to higher
production., This will lead, presumably, to making food avail-
able at more reasonable prices to consumers, and should con-
tribute to raising the low dict levels of poor Dominican
Familics., Accordingly, an integprated approach, including
improved land utilization, improved technolopy, and access to
the necessary inputs and a fair market is needed In order to
meet the two-told poals ol higher production and social cquity
within the target group. Lt is this approach that the $ODR and
the USAID have adopted in considering our mutual strategy.

a4, Land Utilization ($1,408,000)

Land scarcity is the most limiting factor on
agricultural production. Furthermore, this limited resource is
being utilized at very low levels of productivity aud economic
use. The reasons for this are manifold and have been discussed
throughout this report. A most basic constraint to increased
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productivity, however, is the lack of more speciflic ficld-level
data on soil types and soil capability. Such information is

vital in order to provide a sound basce for cropping and fertilizer
recommendations, which, in turn, arc essential to persuade small
and medium tarmers to accept recommendations based on advanced
technoloyy. This information is also necessary to the develop-
ment of technology "packages" for principal crops grown by the
target group.

A detailed soil survey of the Cibao Valley vas
completed by the FAO in 1974, This has proven to be very uscful,
Lt ineluded 4 relatively few lavge arcas of land outside the
Cibao which also have a high potential for intensive cultivation,
A lTimited amount of survey work is continuing at present, but
is progressing slowly because of lack of funds., It is important
that this work bLe dccelevated in those priority arcas outside
the Cibao Valley with high productivity potential, particularly
since virtually all of these lands suitable for intensive cropping
are now held by small and medium farmers,

The land constraint continues to force seottle-
ment or use of more of the mountainous terrain of the country
for agriculture. Ag mentioned carlier, this is causing serious
probtems of soil vrosion cepecially in the watersheds of some of
the teservoirs which store waler for irrigation.  The conservation
aspects of this situation are complicated by the social constraints
that prevent the use of straight forward standard conservation
solutions in areas heavily settled by small farmers. The Govern-
ment Is reluctant to Loreibly remove squatters from the landg
they have occupied.

Under this Land Utilization element of the Loan
Program, three priority arcas have been chosen for attention:

1) An expansion of detailed soil survey work
to approximately 21,000 hectares of land in the San Juan de la
Maguana valley, in the Azug plains, and along the Atlantic coast.
All are suitable for intensive agricultural production, It is
envisaged that one existing soils laboratory will be expanded
under this activity. Agricultural inputs in the form of seed,
fertilizer, pesticides, ctec., will be considered for funding,
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as well as some hand tools, other specialized equipment and
vehicles, A limited pumber of additional persounel will be
included, as well as short-term training and technical assistance.

2) The development of subgroup data and field-
level soil fertility information for important soils groups in
selected arcas., Approximately 170 field trials using various
varictivs of scods, as well as different fertilizer mixes, will
be undertaken to assist in the correlation of fertilizer recom-
mendations.,  Information thus obtained will incrcase SEA
capability to develop cropping and fertilizer recommendations
and production packages for small farmers. [t is envisaged
that a limited number of additional personnel will be funded
under this activity as well as agricultural iuputs, some
specialized equipment, hand tools and vehicles, books and maps,
as well as limited short-term training and technical assistance.

3y A study of all aspects of the complex
soil conscervation problems that exist in a number ot selected
arcas.  Based on the information obtained, ficld studies or
pilol projects to test possible solutions to the problem will
be carried out in some of these aveas. At present, ftunding is
being consideved for some additicnal technical as well as
unskilled personnel, a small, combination administration/
laboratory ficld building, short-ierm training, technical
assistance, as well as some equipment, vchicles, printed
materials, cte.

The first two areas of activity are closely
related with the adaptive research work discussed under Section
b, Production Tcechnology Development, which, in turn, is
integrally related to the Sced and Plant as well as Speciflic
Production activities, 1t is anticipated that the Land Utiliza-
tion activity will be administered by SEA's Division of Rescarch
and Extersion.

The following categorics ol cxpenditures are

expected to be [inanced under this activity withln the three
year time framework of the Lean Program:
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Table IT1 - 1}

Construction and Remodeling S 35,000
Equipment 288,000
Vehicles {including maintenance) 125,000
Inputs (sceds, trees, fertilizer, etc.) 238,000

Miscellancous(materials, maps, books,

officce supplics, cte.) 180, 600
Personno! 457,000
Training 50,000
Short-Term Toechnical Assistance 35,000

Total $1,408,000

b. Production Technclogy Development ($8,500,000)

While poor nutrition and lack of an adequate
income undoubtedly affect the small farmers' ability to produce,
the unavailability, in time and place of nced, of the requisites
(or inputs) of improved production is probably the principal
constraint to achiceving increasced productivity, The evidence
tends to show, however, that small and medium farmers are aware
ob the valuc o! manv improved production praccices and would be
willing to use them if thev were made available.

An important input in the production of any
agricultural commodity is the sclection of the right varfcty;
i.c., onc adapted to the soii and climale oi the arca in
question. This can only be assured through the use of pood
quality sced and plant material of varietics adapted to the
specific area through careful resecarch and trial. For many
crops, including many of those applicable to intensive agriculture,
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adaptive rescarch work in the Dominican Republic has not kept
pace with the development of new varieties in other countries,
Even where good varieties are available, high quality seed or
plant material is often not produced and distributed in
quantities and through marketing cyetems that make it available
to the small producer.

In ovder to help increase the availability of
high quality seed and plant materials of improved crop varieties
adapted to the various soil and climate areas of the country, the
Mission proposes to assist the SEA to carry out the following
activities under the Loan Program;:

1) Adaptive Rescarceh

The SEA's adaptive rescarch cefforts will
be expanded and special emphasis will be given to obtaining f[or
the Dominican Republic the best possible germ plasm for the
high priority crops sclected under this activity. The number of
ficld trials will be increased considerably. 1In order to affect
such changes, it is expected that numerous cooperative contracts
will be developed with the various International Research
Centers (IRC's) such ag IRRT, CIAT, and CIMMYT, The research
cavisioned under this activity would include the adaptation of
new varictics and new technology presently cexisting clsewhere,
it deemed appropriate to the Dominican environment, This
activity will bhe closely coordinated wich the soil fertility
trials mentioned under the Land Utilization activity, as well as
with the Sced and Plant Multiplication/Distribution activity,

The selection of crops for priority
attention under the Adaptive Research Program will be consistent
with the goals and objectives of the Program in that emphasis
will be given to the o crops of most importance to (he small and
mediam Carmer, Although this selection has not been Finalized,
presently under consideration are rice, beans, cassava, plantain,
corn, and sclected vegetables,  Some [lexibility will be malntained
in this activity to permit adjustments that are expected to be
required as more data become available on small farmer marketing
Or as new research and technology indicates that changes in the
production mix would benefit small farmers. This flexibility



UNCLASSIFIED

will be extended to permit the introduction (or adaptation) of

new varieties or breeds of poultry (such as Khaki Campbell ducks)
for areas of low protein intake that may not be suited to high
protein crop production. In support of the above Program, it is
envisaged that a rice substation will be constructed to carry out
research trials. Additionally, equipment such as tractors,
rototillers, hand tools, and vechicles will be included, as well

as inputs, additional personncl, training and technical assistance.

The following expenditures are expected
to be financed under this activity over the life of the Program:

Table 111 - 4

Construction and Land Adquisition --

Rice Substation $ 70,000
Equipment 175,000
Vehicles 91,000
Inputs -- fertilizer, seeds, plants, etc. 279,000
Materials -- books, office suéplies,

research, etc, 185,000
fersonnel 549,000
Training 91,000
Short-Term Technical Assistance 40,000

IRC Linkages 230,000

Total $1,710,000
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Table IIT - §

Revo. ing Fund $4,869,000
Initial Plant and Sced Material 1,070,000
Equipment and Facilities 250,000
Personnel 361,000
Training 50,000
Short-Term Technical Assistance 10,000

Total $6,610,000

3) Specific Production Packages

As move improved varieties of seed and
plant materials become available for distribution, it is
anticipated that a considervable offort will be required to
bring about the acceptance of these new inputs by the small farmer,
Accordingly, extension-type promotion programs will be required
to demonstrate the greater value of new varicties,

Under this proposed activity, after
priority crops and arcas have been selected for attention,
crop-specific "package" programs will be developed, including,
the necessary inputs, cducational materials and technical assist-
ance. It is cnvisaged that thig undertaking, which will be
administered through SEA, will be implemented largely with exist-
ing personnel and will be closely coordinated with the adaptive
research, vocational education, and farm scrvice system concepts
being developed under this lrogram, as well as the supervised
credit system already in place. Priority attention will be
given to specific regions identified previously as those in
which small and medium-sized farms predominate,
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It is currently anticipated that several
specific arcas of production, i.e., rice, beans, yucca, plantains,
and vegetables, will be emphasized, with a Dominican chief
agronomist in charge of each crop program. Approximately six
major regional meetings per subject will be held in each of the
three years of the Program to discuss specific problems and
solutions and to familiarize farmers with the new varieties and
practices. During the interim periods, the agronomists in
chavge of the specialized programs will work with extension
personnel with respect to problems encountered or with smaller
groups of farmers when the occasion requires. Such activities
will bhe ticd c¢losely to the Sector Planning element of the Loan
Program in that they will benefit from a more highly organized and
action-oricnted decision making process within the sector. The
areatest potential benefit, however, will occur as a result of
having established further ceoordimation and improved working
relationships among the various institutions concerned with
rescarch and outveaeh within the agricultural sector and
particularly within the SEA,

The cstimated expenditures to be financed
under this activity arce the following:

Tuble I1T - 6

Personnel Costs 5108, 000

Traininp and Travel Costs for
Participant 26,000

Demonstration Matcerials, etc, 46,000

Total $180,000

c. Transfer and Utilization of Production
Technology

This Program activity is composed of two sub-
activities,Vocational Education and Professional Education, as
described below:
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- Cultivation practices of selected
Crops;

- improved livestock practices;

= operation and maintenance of agri-
cultural tools and machinery;

= appropriate drainage and irrigation
practices;

-~ soil conscrvation practices;
- ftarm organization and budgeting; and,
= use of agricultural credit,

Based on the existing farmer training

centers, the basic operational work plan for cach new center
would be as follows.

a) To undertake a survey of local farmers
and SEA extension agents to determine:

- The most pressing agricultural
production problems in the zone of
influence of a given center;

- the specific course content to most
effectively deal with local problems;

= a profile of the target population
for cach training center, based on
a preliminary selection of farmer
participants.

b) Approximately 6 hectarcs of agricultural

land for teaching and demonstration purposcs should be obtained
for cach center.

¢) Four instructors and one coordinator
should be provided for each 400 farmers to be trained,
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d) The training program should be'organized
generally as follows:

- Fifteen groups of about 30 farmers
to be trained during 13 months at
each center;

- each group of farmers to receive
three 6-day courses during the year
(18 days of formal instruction); and,

- each group to receive a total of 6
days of followv-up field work from
center staflf,

e) A total of 45 practical courses ip
eight subject matter areas will be given at a center during one
year's operation. Course subjects will include beans (13
courses); corn, cassava, and rice (8 courses cach); peanuts,
sweet potatoes, and plantain (1 course cach); and beef cattle
(5 courses),

f)  Specialized instruction will also be
provided in the production of soybcans, pidgcon peas, Irish
potatocs, vegetables, bees, poultry, swine, goats, and rabbits,

8) Follow-up activitics by the center
staffs will include individual farm visits, demonstrations,
workshops, visits to experiment stations, and other training,

) A typical profile of a tarmer training
group, based on 1975 surveys of farmers participating in
existing training center programs, 1is expected to be as follows:

- 1/2 own their land;

- 3/4 work on less than 3.1 hectares;

= 3/4 are literata;
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- 2/3 belong to some farmer organiza-
tion; and,

- 1/2 have not used institutional
credit before.

Based on budget and expenditure data derived
from AID Loan 027, the total Program cost over a three-year
period is estimated at RD$3,090,000. Tentative areas to be
funded are as follows;

Table IIT - 7

Continued Financing of Existing

Centers $1,457,000
Establish New Centers 969,000
Personncl/Training 616,000

Short-Term Technical Assistance 48,000

Total 53,090, 000

2) Professional Education

This subelement is largely a continuation
of the Professional Education Program started under AID Loan 027,
with several new dimensions. The objective of this Program is to
introduce in three participating universities the curriculum
neceded to mect the country's professional level cducation require-
ments in agriculture.

Under the first loan, duc to Lhe long-tcerm
nature of academic training, it was originally planned Lo provide
the additional resources nceded to complete this activity from
Ag Sector Loan II. Furthermore, a detailed study completed in
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19751/ first discussed in Part 11, documented that the
constraint imposed by the shortage of professional level tech-
nicians is morc scvere than first cstimated and will continue to
worsen after 1978 unless present training plans arc expanded,

Proposed Loan 11 activities will rely on the
administrative mechanism developed under the first loan; initial
organizational and administrative problems should, therefore, be
minimal. The Inter-University Coordination Committee, chaired
by the SEA Coordinator assigned to the Professional Education
subactivity, will be responsible for the overall planning and
implementation of the Program,

Subjuct matter arcas now identitied for
support under the proposed loan arve specified below, by school,
Quantitative output goals arce given where possible. For
purposes or iliustration, cxamples are given of the oricentation
of such instruction, or ol supportive activitics the participating
universitics are coxpeckted to carry out in conjunction with these
new curricula,

a) Universidad Catolica Madre v Maestra/
Instituto Sup vior de Agricultura
(UCMM/ ISA)

-

- Yarm Management., (Double present
student output,) Improve leadership in collective farm manage-
ment, marketing and small farm organization.

- Agricultural Extension. (Double
present output,) Develop and publish low-cost pertinent
instructional materials on extension and study and test other
communication means for translating rescarch into farm practices.

1/ 1. Asmén, "Preparing Professional and Middle-Level Manpower
for Agricultural Development in the Dominican Republic",
1975, 41 pages, mimeo, USAID/DR.
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- Forestry. Strengthen newly
established discipline,

b) Universidad Auténoma dc Santo Domingo

(UASD)

- Fisheries. Strengthen discipline at
UASD especially as concerns freshwater fisherics.

- VYeterinary Medicine. (Double present
student output.) Develop capability to grant graduate degree,

Program {inancing will be made available for
limited operational support stafl, training (academic, short
courses, and observational), procurement of critical equipment
and matevials, cxternal technical assistance, and some sclected
rescarch,

Some of the new dimensions of the Program,
additive to that now being carvied out under AID Loan 027, are the
following:

a) Research

Under SEA leadership, an Agricuitural
Rescarch Council will be established which will examine and
approve proposals for applied and adaptive rescarch which, upon
approval by the Council, will be carried out by the universities
and financed by grants from Program funds,

b) Improvement of Existing Faculty/Curriculum

Up to six months of study will be
provided for selected faculty members on the latest research and
technology at international research centers such as the follow-
ing:

- International Center of Tropical
Agriculture (CIAT). Cali, Colombia (rice, yucca, beans, beef
cattle, corn).
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- International Maize and Wheat
lmprovement Center (CIMMYT). Mcxico (corn, wheat),

- International Institute of Tropical
Agriculture (1ITA). Ibadan, Nigeria (agricultural systems, food
crops),

- Genter for Agricultural Technology,
Investipation and Training (CATIE). Turrialba, Cos:ta Rica
(tropical forestry, coffee and cacao).

- lnternational Rice Research Institute
LIRRT). Los Banos, Philippines (rice, small farm tools).

- Ivnternational Potato Center (C1P),

Lima, Perd (potatoes).

¢) Professional Associations

Participation of faculty members in
vregional professional associations such as the Sociedad Americana
de Ciencias Asrfcolas (SACA)in Puerto Rico, and the Asociacién
Latinoamericana de Produccién Animal (ALPA) in Pucerto Rico, as
well as active participation in and sponsorship of workshops con-
cerning principal local agricultural products will be encouraged.

Training and participation in external
seminars and programs will be subject to approval by a special
subcommittee of the Inter-University Coordinating Committec,

Based on budget and expenditures data
from ALD Loan 027, it is anticipated that approximately $1,002,000
will be requirced in support of this activity over a three year
period. Tentative arcas to be financed are as follows:

Table 111 - 8

Curriculum Development $ 98,000

Materials/Equipment 62,000

Personnel 194,000

Rescarch Fund 600, 000

Short-Term Technical Assistance 48,000

Total $1,002, 000
UNCLASSIFIED
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sich conctitute a useful "orass roots" institutioa {or the .-

velopment and coordination of various community development
ctforts,  In additien to providing necded organizational and
technical assistance to arca inhabitants, the agents will,
under the new program, be cipected to assist the community in
identidying infrastructure projects that can be financed

mader activity "b", below, and promote the development of small
scale rvral enterprises by initiating official liaison between
poteatial recipients and administrators of small industry credit
under activity "c¢". As appropriate, specialized technical ex-
perts vill be made available to the agents to assist them in
carrving ovut their activitics., These activities will seek to
wremote the development of rural area cultural and cconomic
srowth and cecial cooperation by cencouraging community orga-
aization and self-help attitudes, supported by the technical
and material assistance needed to put the projects developed
into operation,

Some Lorm of financial incentive may be
necessary inoerder Lo oencourage agents to live in isolated
rural arcas.  Accordingly, the program mav include financing
bor o small nousing allowance and travel cxpenses to augment
the basic salary. Also, to insure better operator maintenance
ol the vehieles which are necessary to give agents an extended
outreach canability, a rotating fund for the purchase of small
motorcyceles will be established. Under this mechanism, the
SEA will acquire these vehicles and sell them to rural agents
onoa concessionary basis.  The technician will pay an initial
sum and a monthly payment until the amount is repaid. The
rotating fund mechanism will be utilized both to maintain and
augment the stock of motorcycles,

Under this activity, which will be administered

by SEA's Extension Division, approximately $1.5 million will be
cxpended over the three year period for the following  purposes:
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Table I1I - 12

Salaries for 50 new rural agents

at 3250 per month $ 450,000
Rent/subsistence allowance for 350
rural agents at $50 per month 630, 000
Rotating fund for purchasec of 350
motorcycles at 3300 105, 000
Gas and lubricants at $100 per year/agent’ 105, 000

Office and demonstration materials
at $120 per agent 42,000

Training of 50 new agents and re-

training 300 current agents 168,000

Total $1, 500, 000

b. Labor Intensive Rural Infrastructure

Approximately $3 million in loan Program funds
will be provided under this activity for the construction of
productive rural infrastructure onrojects which will contribute
to community social and cconomic development. It is anticipated
that the range of projects will include such things as community
centers, community wells, small dams, terraces, water supply or
drainage canals, market or storage facilities, etc. Additionally,
an expansion of the current feceder roads clement under AID Loan
027 is envisaged, with the condition that roads to be financed
under the proposed lLoan Program will be identificd by the SEA
under the rural arca development agent program.  Projects will
be identified by the inhabitants of the communitics through
their local committecs assisted by the SEA arca apgent and, il
aecessary, civil  engineering or other consnltants provided
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by the Peace Corps™ or various Government agencies. Resulting
proposals will probably require approval by the SEA at both the
regional and the sub-secretary levels, and perhaps clearances by
other agcncies of the Dominican Government,

The projects to be included for funding under
this activity will be designed to utilize labor intensive methods
of construction to the maximum extent feasible in order to create
higher levels of rural employment, The SEA will attempt to
undertake nrojects during "off scason" periods in order to avoid
competition with respect to employment of rural laborers during
periods of major agricultural activity,

Loan financing of projects will be utilized
to the sreatest extont feasible,  The decision as to whether a
particular project iy grant or lean financed will] depend upon
consideration of the nature of the project, ability of the
community to repav a loan, ete. While the exact nature of the
mechanism used to [inanced this activity has not yet been de-
termined, it has been supggested that the SEA's Extension
Division will develop a revolving fund, from which loan repay-
ments will beused to finance additional projects. Regardless
ol the manner of Vinaneing, the necessary technical assistance,
materials and cquipment will be provided by or channeled through
SEA,

Projects [inanced under this activity will
provide short and medium-term employment opportunities as well
as replicable skills for rural dwellers, with consequent in-
creases in local income and consumer demand. They will also
attack the causcs of rural poverty by promoting community

*  The possibility of close cooperation with the Peace Corps
is being carefully explored with respect to this element
and it is hoped that a group of voluntcers experienced in
related activities will be made available within the SIA
structure to serve as a resource for arca agents and rural
community committees,
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self-help for purposes tha will enhance the productive and
commercial capacity of the area. The proposed expenditures
under this activity arc budgeted as follows:

Table IIT - 13

20 community centers at approximately
$5,000 cach $ 100,000

200 community wells at approximately
52,500 each 500, 000

250 small earth dams at approximately
32,000 cach 500,000

5,000 meters of water supply canals at
approximately 550 per meter 500,000

40 market centers and storage facilities
at approximately 310,000 cach 400,000

33 kilometers of rural feceder roads at

approximately $15,000 per kilometer 1,000,000
Total $3, 000, 000

¢. Revolving Credit Fund for Small Rural Industries

This activity is scen as directly complementary
to others under the Rural Infrastructure element in that it will
increase rural employment and income while meeting to some degree
both local and urban demand for agricultural products. The types
of enterprises considered for financing this program might include
cottage industrics, handicrafts, fruit and vegetable growing and
processing, [ish farming, poultry and rabbit raising, and agri-
cultural supply and marketing enterpriscs,

SEA rural development agents will promote the
establishment of these small industries by providing potential
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Table 111 - 14

Cottage industries, handicrafts
Vegetable growing/processing
Fruit culture/processing

Fish farming

Poultry and rabbit raising

Agricultural supply centers --
secd growing, processing, etc.

Short-term technical assistance in
support of the above activities

Total

R¥2]

300, 000
200, 000
200, 000
250,000

100, 000

400, 000

50, 000

$1,500, 000
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previously stated, is integrally related to, and contingent upon
a proposcd IDB leoan of 320.0 million and a Dominican counterpart
contribution of $15.0 million. During the course of negotiations,
both AID and the IDB can jointly press for raising interest rates,
possibly on o variable basis, up to the present maximum rate
allowable, 127, Indecd, this has been our position to date,

There arc indications that the AgBank has become persuaded as

has the Scerctariat of Agriculture. Both will advocate a change
to the President.  The issue will be resolved, one way or the
other, before Av Scector Loan IT comes on line. An upward ad-
justment in the interest rate is complicated and sensitive,

given the cffect on the entire interest rate structure in the
Dominicon Republic.
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V. FINANCIAL PLAN

The estimated costs of the Program over the 3-vear dis-
bursement period, which probably will be included in the Dominican
Goverament's formal loan request, will total 330 million, as
shown in the {ollowing table.

lable V-1

GODR': Estimated Financial Plan
{(Amounts in $1,000 Equivalent)

U.S. Doller Local Currency Total
Costs Costs Costs
Sources of Funds Amount A Amount % Amount %
2nd. AID Loan 53,860 12.9 511, 140 7.1 315,000 50.0
CODR Resourcest/ - - 15,000 56.0 15,000  50.0
33, 860 $26, 140 330, 000 100.0

1/ The GODR resources will be provided from the annual funds
alloted for investment and operating cost within the central
budget of the country, and this contribution will be in
addition to the budget and disbursements to the implementing
agencies.

As scen from the foregoing table, CODR resurces will
account for 50% of the costs of the Program. An overall break-
down of the estimated costs of program activities, by element,
is shown in the following Table V-2, and an estimat 4 disburse-
ment schedule for program clement is shown in Table V-3, below.

It is anticipated that the overall ratio of GODR to AID
funds will be a 1:1 basis. The U.S, Dollar costs of training,
overscas travel, cxternal technical ascistance and other such
eligible costs will be assumed entirely by AID. The disburse-
ment of U.S, Dollar costs will be made according to standard
AID procedure.
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Table V-2

Estimated Program Budget
(In Thousands)

Estimated Costs

GODR USAID Total
Element Peso Dollars
I. AG. SECTOR PLANNING, COORDINATION & EVALUATION 2,000
A. Sector Economic Analysis and Planning 250 - 350 (600)
B. Data Collection/Evaluation Center 900 - 500 (1,400)
11, SMATL FARM PRODUCTION SUPPORT 14. 000
A. Land Utilization 228 780 400 (1,408)
B. Production Technology Development 3,000 3,900 1,600 (8,500)
C. Transfer/Utilization of Production Technology 3,422 320 350 (4,092)
III., FARM SERVICE SYSTEM 8, 000
A. Input Distribution Centers 2,000 1,970 30 (4, 000)
B. Output Marketing Activities 1,500 400 100 (2,000)
C. Rural Credit Activities 1,000 970 30 (2,000)
Iv. RURAL SCCIO-ECONOMIC DEVELOPMENT 6,000
A. SEA Rural Area Agents Program 800 200 500 (1,500)
B. Rural Infrastructure Development 1,500 1,500 - (3,000)
C. Small Scale Agri-Business Development 400 1,100 - (1.500)
Totals 15, 000 11,140 3, 860 30, 000
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Table ¢¥-3

Estimated Disbursement Schedule br Implementing Agency

(I Thousands)
1976 197 7 1 978 1979 TOTAL
AILD L 1D AL D _ . A1 T AI1D Grand
Implementing Agency GODR Pesos Uss$ GODR Posos L33 GODR Pesos rSs TODR Pesus USs crnR Pesces rSs3 Tctal
SEA
Planning 150 - 100 500 - 450 220 - 200 280 - 100 1,150 - 850 2,000
"Research 250 300 150 1,078 1,930 1,000 1, 160 1,430 00 740 1,020 150 3,228 4. 680 2,000 9,908
Extension 300 100 100 1,600 680 250 2,000 920 250 1,722 920 250 5,622 2,620 850 9,092
Input Centers 300 70 10 700 800 10 600 600 10 400 500 - 2,000 1,970 30 4,000
Marketing Centers 200 50 10 550 130 35 450 130 35 300 90 20 1,500 400 100 2,000
Credit Systenms 100 100 10 400 300 10 400 270 : oo 100 - 1,000 70 30 2,000
SoP
Feeder Roads - - = 130 130 - 250 250 - 120 120 - 500 500 - 1,000
1,300 620 380 4,958 3,970 1,755 5,080 3,600 1,205 3,662 2,930 520 15, 000 11, 140 3,860 30, 000
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With respect to peso expenditures, with the exception of
the guarantee price fund under Activity 1I11-B, which will be
entirely GUDR funded; GODR and AID contribution to all local
cost activities will be made on a proportionate basis and the
funds commingled, as is the case under L-027. The local
currency dishursement mechanism under the Program will be
identical to the present loan in that the respective GCDR and
AID peso contributions to the Program will be deposited in a
Special Segregated Program Account (SSPA) on a predetermined
ratio, with the GODR fundg being placed prior to or simul-
tancously vith the AID contribution,

After tulfillment of conditions precedent, AID will pro-
cess a first disbursement request for peso costs of the Program,
which in concert with GODR peso funds, will be distributed
among applicable sub-implementing agencies to meet approximately
three months provram requirements., Thereafter, throughout the
program the amount of cach advance to be allocated to any sub-
implementing agerey is to be determined prior to each disburse-
ment, based on cstimated need and the demonstration of financial
and physical procress towards loan targets,
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VI, DEVELCOPMENT PLAN AND SCHEDULE

Following the transmittal to AID/W of this document in
late December 1975, the Mission will immediately resume review
of the proposed loan program, with an anticipated deadline of
April 15, 1976, for submission of the PP,

The development of individual loan program elements will
require considerable outside assistance, including AID/W and
other contractor expertise,

The following specific actions will need to be carried
out as part of “he intensive review process:
Man- Tentative
A, Scctor Planning Weeks Source

Additional study to determine

personnel, cquipment, and

facility requirements, (Add-

iticnal internal reorganization

and redefinition of responsi-

bility must also be undertaken

by SEAL) 2- 3 AID/W

B. Data Center
To determine personnel and

computer needs for data
collection and analysis.

[R%]

AID/W or
University
C. Land Utilization

To determine personnel and
cquipment neecds and develop
soil survey and conservation
activities. 2- 4 AID/W or
NCSU
D. Production Technology

1. TFurther contact with
International Research
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Centers (IRCs) to determine

availability of information

appropriate to Dominican

Republic, 2 IRCs

2. Determine crop priority
for adaptive research,
seed and plant multi-
plication and production
package.

3. Further define responsi-
bilities and linkages,
and improve distribution
mechanisms for inputs

and technologies. 1 AID/W
4. Sceds and plants. 2 Mississippi
State

Transfer/Utilization of Production Technology

1. Vocational cducation -
identify preliminary loc-
ations of farmer train-
ing centers. 1 Mission

N
.

Professional education -

develop priorities for

curriculum development,

linkage to L-027. 1 Mission

Farm Service System

1. Input Distribution Centers -
further refine and expand
program developed under

L-027. 1 TVA
(IFDbC)
2. Output marketing
centers, 1 Kansas State
IICA
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3. Rural eredit - further
discussions regarding
the proposed BID/GODR
loan, Mission

Rural Socio-Economic Development

Further define rural infra-
structure projects and bud-
gets as well as mechanisms
of revolving funds for both
infrastructure projects and

small agro-industry promotion, 2 AID
Total _ 15-16
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