
"L, t5'/ 7o / 
I V T 

TO Development Assistance Executive Committee 

FROM : USAID/Santo Doingo)R,) 

SUBJECT: INTERIM ,EI QP1 a. A(,RICtJLTURAL SECTOR ASSESSMENT 
UPDATE 

TITLE : Agricultural Sector Loan II (No. 517-T-029) 

Fiscal Year Proposed For Financing: 1976 
 Amount: $15,O00,000
 

Category: 
 Food and Nutrition Submission Date: January 14, 


Project Development T(..m: 

William Ht Janssen James C. Suma 
Chief, Food & Agri culture Capital Resources 

Development Division Development Officer
 

Rogt.r D. Sandage Thomas C. Ivers 
Agri cultural DuvwIopment Deputy Capital Resources 

Consultant Development Officer 

Johz' P. Warren Ralph E. Holben 
Food & Agriculture Economic Advisor 

Devetolncnt Division 

Theodore T. Foley
 

Special Assistant
 

Reviewing and Approving Officers:
 

Michael R. Stack 
 J. B. Robinson
 
Assistant Director 
 Director
 

1976 



UNCLASSI FIED 

AGRICULTURAL SECTOR LOAN 11 

INTERIM REPORT 

AGRICULTURAL SECTOR ASSESSMENT UPDATE 

Table 	of Content: 

Page
 

SUARY .-------------------------------------

I. 	 INTRODUCTLON 

A. 
 Key 	Events Since January 1975 DAEC Meeting-- I - 1 

I. 	 introduc tion- ..----------------------------	 1 
2. 	Current Economic Conditions ------------ -I ­
3. 	 GODR Adijis trative Changes ------------ I - 5 
4. 	Fur ther S Ltoral S tutdies in 

Agricultur-~- ---------------------------- I 5 

B. 	Responses Lt DALE Guidalce and Variations 
from EI' Submi1 51on -------------------------I - 8 

C. 	Mission ta-y -­.----------- 1 	 14 

II. 	 AGRICULTURAL ASSESSME.NT AG SECTOR LOAN 027 
EXPERIENCE AND ASSESSMENT UPDATE 

A. 	 RCsum( of 19 7,'1Agricultural Sector
 
Assessment-------------------------------------
 I
 

1. Goals t),'Agricuituval SLector ----------- II 	 ­
2. 	Resource - -....................... 
 II 	 - 2 
3. 	Policy FormulaLion, Planning and 

Budgetin - -..----------------------------- - II 8 
4. 	Performance of Agricultural Sector -----	 II - 9 

UNCLASSIFIED
 

1 

http:ASSESSME.NT


--------------- 

----------------------

------------------ 
----------------- 

-------------------------- 

------------ 

-------------------

-------------------- 

---------- 
------- 

-------------------- 

UNCLASSIFIED
 

5. 	Production and Marketing 
 II
6. 
Economic and Social Constraints -------
- 1
 

II - 12
 

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


II - 12
 
I. 	Small Farmer Credit 
 14
2. 
Input Credit --------------------------
 II - 173. Farm Management -----------------------
 II - 174. 	Vocational Education 
 II - 17
5. 	Professional Education 
 II - 18

6. Market Research -----------------------
 II 	- 18

7. 	Feeder Roads 


II 	- 19
 
C. 	Agricultural Assessment Update 
 II 19
 

1. 	Land, Land Usc, 
and 	Land Tenure ------- II - 19
2. 	Institutional Infrastructure and the
 
Human Resource Base 
 II 	- 25

3. 	Inputs and Input Utilizat 
 . .-----------
II - 35

4. 
Marketing -----------------------------


II 	- 58
5. 	Analytical Summary 

II - 61
 

II. 	PROGRAM DESCRIPTION
 

A. 
Program Goal, Purpose, Design and Target
 
Group ---------------------------------------


III 	- I
 
B. 
Program Elements --------------------------
 III - 3 

1. 	Agricultural Sector Planning,
 
Coordination, and Evaluation 
 II-
2. Small Farm Production Support 	

- 3
 
III 	- 8


3. 	Farm Service System

4. 	 III - 25
Rural Socio-Economic Development 
------ III ­ 31
 

UNCLASSIFIED
 

2
 



------------------------ 

UNCLASSIFIED
 

IV. ISSUES
 

A. Contribution Ratio 
 IV - I
 

B. 
AID Loan Amount --------------------------- IV - 1 

C. Agricultural Credit Interest Rates 
-------- IV - 2
 

V. FINANCIAL PLAN---------------------------------


VI. DEVELOPMNT P-AN AND SCHEDULE ------------------ VI -

UNCLASSIFIED 



UNCLASSIFIED 

SUMMARY 

This Interim R.-7)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 repot't, 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 o':alitv of rural life. In order to reach this goal,
 
a higher lcel of agricultural productivity must 
be obtained, 
with concomitant increases in employment, income and nutritional 
levels. Consequently, t.he Dominican Government with the USAID in 
support propoas 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 Doinican Government, supported by the USAID Mission, 
has sought tc, 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 Loan 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 evolutionary process from sectoral studies to 
Loan Program are contained in Section II. 

The proposed three-year Loan Program is expected to 
utilize $30.0 million in funds, of which one-h:.lf would be 
provided from All) 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, tirough 
a broad sectoral approach.
 

The 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
 
Evaluation 
 $ 1,150 $ 850 $ 2,000
 

II. 	 Small Farm Production
 
Support 
 6,650 7,350 14,000
 

Ill. 	 Farm Service System 4,500 
 3,500 8,000
 

IV. 	 Rural Socio-Economic
 
Development 
 2,700 
 3300 6,000
 

Total 
 $15,000 $15,000 
 $30,000
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I INTODUCTION 

A.' Key Events Since January 1975 DA.C Meig 

TewPoJeot'Review Paper' (PRP)"for theeproposedSecond Agricultural.Sec tor Loan~ to the'Domnicarn Reub1.icfwasa,
revi~ewed by the Development Assistance Exctv.Cmite(DAEC) 
on Jtanuary 29 1975. Th DAEC granted'approval to procped 'wit
intensive review with~ the understanding that a ofte''~ 
theloan proposal.would~be held at a futu.redate.,Sbsequent"
communications from AID/W provided'general guidelines~to th~e
M4ission for developing the program. 

This document constitutes the interim report
requested by theDAEC with respect~to progress made during
intensive review. In addition, the program'described herei.n
carries forward the intent and substance of the l.oani program as
pr~esented in tI,/e PRP, and reflects refinements and adjustments
based on DAEC guidance, Mission-supported sectoral studies, AIDLoan 027 implementation experience, and extensive consutto 
with GODR ~officials. 

2. Current Economic Conditions 

$ 

Economic growth in the Dominican Republic, as
measured by GNP at constant prices, rose at a)naverage annual 
rate of 10.4% from 1969 to 1974. The increase in'1975 will
probably not exceed 57%, principally because of a severe drought,
and difficulties with the production and use of electric energy.
Consumer prices in Santo Domingo increased at an annual irate'of
about 167% during 1975. 

4"In the past, rapid growth has been strongly
supported by a continuous rapid expansion of exports and pblicinvestments. The Dominican economy has ~been relatively free, but
with a substantial portion of its exports cocntae inaf*primary agricultural products, it is at the iey6f~cagsi 
world prices and market conditions. Commocdity exports in.reased
rapidly from $184 million n 1968 to $639 "million' in,1974i, Iand
will probably ~exceed $900 million in 1975,. pri~ncial u to 
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imuports willrconinue to grow in repnet henedofaex 
paningecoomy--,Imprtsofgoods and services constitute onthe avrg abu;.77 fGP 

W$.tlhsugar prices fali n,,,Lhe country basical~ly,
hap tococs To,increase~external fi~nancing to payjf' im-,ports nteede4 for continued growth, or. .to cttback on -mPortseto 
prevent' a balance of paymentsdeficit te~' ikigrtrithe rate of growth. The economy will, copsequn ~b~m mor 
dependenit on public sector investments to maintain continued ex­pansion. 
 1976 may well be a pivotal'year in whichvmanagement of

international and domestic financial policies-will undergo re­
vision and change. There are strong pressures to.maintain
 
economicand financial 'stability,, already under attack by re-<I
* latively high rates of inflation. 
 3 

When Agricul'tural Sector Loan I (AID Loan 517-T-027)

was authorized in June 1974, 
the Dominican Republic's~budgetary

situation and foreign exchange position were quite favorable,

largely due to high 1974 world prices for sugar! the country's

economic mainstay. The real rate of economic grow~th was 9 per­
cent for 1974, despite a significant increase in the price of
petroleum, and the overall balance of payments deficit was 1lD$37.1
million. 
The Dominican Republic was-fortunate in selling its 1975
 sugar crop at, average prices of about 27 
cents per pound~as com­pared to the average price during 1974 of about 14 cents. 
 High,

world market prices for coffee, cacao, and tobacco have .also,

prevailed. 
 Foreign exchange earnings from gold and,.silver ex- K
prsand tourism (none of which has yet had, a major foreign4,
exchange impact) have been increasingly good.' On the basis ofthis apparently favorable situation, the GODR establish-d a
 
peso fund in the Reserve Bank early in 1975 to retain anticipated

windfall tax revenues to be used for economic developmnetw pro-.
grams in agricultu"r 
and to avoid further aggravation of-.ther'
 
present high rate of inflation. As late 
as March of this 'year.
 

'Vthe 
 GODR had expected a year-end balance of payIments surplus of i"' about 150 million pesos.
 

V 
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efutures. ' The'pro~longed~drought experienced throoulih'h~
 
Agricultural produCtion vas-severely disrupted i 
many?4a'£
~ the negative effects to some~extenit will be :f"l 
 nZ7~u~
Yields in 1975 were adversely affected, 'and plantitg'schedules'
were often abandoned due to lack~ of rain. 
 The full 9effects'"of
the drought and of subsequent periods of heavy rains.which caIsau
extensive crop damage to the country, have not yet been 'fully,se\
determined. 
 However, there are obvious negative' effects on pro­duction and the importation of grains, seeds, and foodstuffs in
1975 and early 1976.will be signifip''ntly higheir than expected.
 

-Consequently, in spite of a
export very, favorable sugar/ /V2arket i l975~the latest Central Bank estimatefoth1975 balance of payments shows a surplus ofonlyRD$10 million
rather thnthe $15 
 million anticipated.

ing a The GODR, anticipat­thanadverse future economic situation with 'rapidlyde­clining export prices during the spring of 1975, 4 nitiated an
austerity program designed to curb credit, 
limit low priority,
public expenditures and luxury imports, and to reduce domestic
consumption of petroleum. 
 It isexpected that the current
measures to 
limit aggregate 4demand will not be sufficient to
completely offset the negative effects on the 1976 balance of
payments of the sharp decline in sugar prices. 
 Assuming that
the'value of imports can be held to a 

'' 

1976, 5 percent Increase"In
that the 'average price of sugar will be between 15 centsand 20 cents a pound and that the volume"O'f sugar~exports the
same as in 1975, there probably would b6"a balance of payments
deficit in 
4, 

excess of $100 million to be financed externally.Commercial borrowing of this magnitude for one or two years
could be arranged, but structural changes in the economy would
be necessary to avoid a deteriorating situation in the long-term.
The assumed level of sugar pric'es also implies 
a significant
decline in total export value in 1976, the first decline in
several years. Commodity exports have been rising contin~uou~sly 
. 
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The agricultural sector accounts for 20 percent
of gross domestic product,' approximately 757.1of exports, and
approximately 54% of the labor force. 
 The sector. has been,
growing quite rapidly at 5.2% per year during the 'past five­years, but 	far less than, the 10,3% average raeo~ ot o,the whole economy. Consequently, agriculture's share of"GDP
has fallen 	from 25.9% in 1969 to'197q,in 1974. 'Moreover,
agricultural production for domestic cosmto 
a nreased
c osmpinha 
 n
more slowly than production for export. 
 The lag, in outpttof,J'M
food for domestic consumption, relative to 
the growth of demand
as fostered by increasing real per capita income, has been re­
/' 	

flected in the growth of food imports which increased fromRD$32.7 million in 1969 (15% of total imports) to an estimated
$123 million in 1974,(19.5% of total imports).
 

S Awareness of lagging food production,' increasing
food imports in the face of growing world shortages and the
need to improve the lot of the rural poorweeperu 
fats
 
in the GODR's concern for agricultural development during the'
past two years. 
 This increased concern 
is exemplified in the,
increased flow of commercial bank credit to agriculture after
October 1974, 
as 
a consequence of Central Bank encouragement in
supportof 	objectives identified in AID Loan 027, 
 Special in­centives were made available to 
the banks in the forms of re­ductonsin cash reserve requirements and rediscount facilities
for agricultural lending. 
 Such loans increased by 27.3% during
the nine months following initiation of the policy compared to"'
14.9% during the nine months preceding it, It is also~reflected
in the sharp 57% rise in total institutional agricultural credit
extended between 1972 and 1974 (Table II,C,. 2-2).. 
Finally,'asL
is shown in Table A-1 that follows, total agricultural financ ing
appears to have more than doubled during the years 1972- 174,
after having increased by only 
 15/% during 	the preceding, three 
 a a's . 
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4It central Goverament,'budget; thedistribtiton .of theseex 

8ecto s is'shown: in Tab ie I,:A-2. 

tble 

tinction between~ operational (consumption) expendi.tures and~ 
investmuent expenditures. Unfortunatel', a breakdown offaggre-


Thee onfinancial flows. en ds
 

gated public -sector~expenditu~res is not.availabl 'on~his b~asis'
The division between Central Government capital and' 'u'rre'nt­
expendi.tures in 1974 (Table I,,A-2) was as follows: 
'Agriculture­
capital RD$28.8 million, current RD$ll.3 million; irrigation­capital RD$479 8 millio", current RD$3.l ilo. 
Lc1ofrcn 

import data has also made it impossible to disaggregatetotal

investment expenditures by sectors. 
 Lack of such impor and
 

data renders difficult a macroeconomic-analysis of

the development process by sectors. Nevertheless, it can reason­
ably be concluded that relatively more investmient in the agri­

sector should take place in the future than in thle pLqt.
 

3. GODR Administrativc Changes44
 

At the end of July 1975, the Secretary of State'
 
for Agriculture, 
Sr. Carlos Aquino, was granted a leave of ab­
sence from his position for health reasons. President Balaguer

appointed Sr. Manuel de Jesus Viftas Caceres, former head of the
 
Agrarian Reform Institute (IAD), as Acting Secretary. In late
 
August this appointment was confirmed, and Mr. Aquino w~as named 

Agricultural Advisor to the President.
 

In spite of the complexities of the position, the
 
new Secretary has rapidly become familiar with on-going and

proposed activities of the Secretariat of State for Agriculture

(SEA). Relatively few staff~changes have been' made.v The present,'

Secretary'fully supports the proposed program, and'.this'document:4
 
reflects considerable Dominican initiative and close cooperation
 
with the SEA. ,4' .4 ,,' 

4. Further Sectoral Studies in Agriculture 

Continuing Mission-supported study an"rsac*has resulted in a clarification of the'.findings of ,the Assessmet ' 
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Table I, A-1
 

Total Agricultural Financing­
(RD i ilon s)I 

1968 1969 1970 1971 
 1972 1973 1974
 

Total Agriculture Financing-2 /  
 31.8 38.7 35.4 41.7 
 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. IAD (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) 

c. Tobacco Institute (0.1) (01) (0.1) (0.1) (0.1) (0.1) 

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

e. INDRII (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) 

I/ Expenditures from domestic anid foreign resources. 
2/ The irrigation component does not match with the breakdown used in

Table I, A-1 since i-oinor differences exist between this table and
Table 1, A-2 duC tO the fact that figures by agencies do not class­
ifv expenditure; by sector and the data were calculated from avail­
able sources.
 

3/ Refern to departments wi !bii the LXecn tive Branch other than SEA 
which have made di.bursementa for agriculture or irrigation.
HajorsSecretariats which did so in 1974 were: Secretariat of 
the Presidency (RI)$61 million), Secretariat of Finance, and the 
Secretariat of the Armed Forces.
 

Source: Ejecuciones del Presupuesto 1968-1974, National Budget Office.
 

UNCLASS IFIED 

I - 6 



r4 

cn
O

 
4F

 
-4 

10 
T

4 
4 

ff 
'-

AF
4 

y-4 
%

. 
rn~> 

4 
, 

'n 
c 

) 
0 4 

0 

cjll 

2 
>O

N
 

1-4g 
!4

H
 

-4 
M

 
co 

cq 
m

 0%
o

a
 

c., 

H
 

1-
-4I 

N
1
4
 

Q
 

* 
~ 

F 

zt 
n 

4
 

00 
-1 

o 
.1 

. 
N

 
*j

-4 
i 

C
 

. 
O

N
 

r-4 
L

nJI 

4 

, 
-. 

9
N

4crror 
0 

N
' ro. w

 

V
o

 
r-

-
9 

C
;cl 

(N
 

r-4%
 

'0
 

0f 

N
-

N
1 

0~-cr 
M

 

r-

'o
 

rI-o 
00

e4 
o

 
1 

co
~

 

a%
 

r 
C

%
,

C
)0A
I

-4 
C4 

-4 

0 Im
 

4 
'-44 

'-4 

04 
00. 

Q
4 

14i:c 

0 
lo 

(n 
00 

-
n 

-
ooL

 
n 

D
 

0 
c 

0'
N

U
 

00 
1-

4-4 
4 

M
" 

~ 

-r4 
10' 

4 
oo 

o 
' 

V
 

'U
 

'lI 
-4,4' 

(A
~

 
C

 

~ 
u~ uF

 

-4-

)' 
o 

~ 
0

I 
. 

,4
' 

"'"F
S

%
04IJ.-'~

O
 

.~
H

 

-

~ 
'4 

F
 

. 
~4j~w

 ~* 
L

a 

z-i~ 
~~ 

~ 
F4 

-

4 
1-4 

-z
 

-" 
' 

4 

4
0
-

r-4
 

>
 

6
0
 

p 
-H

' 



NB 

ann jaeo ieass'elPvr icue a1~ Parfti£I e f tis,. 

ge~dnergn fet~ iTierfrrle re and sava,6,igs) etensonand'
 

wich hice havedinfluencedbssfrthpae progradeonjt in-pct;t 

the proposed Loan," These new data support the analysis .ad the­small farm strategy called for in the 1974 Agriclturl Sector 'Assessment. 

B. Response to DAEC Program uidUance 

Ont January 29, 1975,

for 

the DARC met to consider a PRP'
a second agricultural. sector loan program for the Dom'inican,'
Republic.~ The PRP, 'as proposed, "presented a program which had
K the following three goals: 

j 

- Increase agricultural production. through
better utilization of existing resources; 

- Otiamoeequitable,,distributj 
0 n ofTi 

income and a concommitant improvement in
the quality, of rural life; 

-

- Achieve an improvemnentr1.n the level of 
~national nutrition. 

1. ThePRPI Program 
--

The activities tob 
 netae'wti 

* the,structr of the program originally included the following. , Q 

a. 
LandTenureandUtilization~l 
 ~ 

A land sales guarantee/mortgage .institution~~<designed to l'acilitate the transfer of land priulryt
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equtale land value asesmes~ns ad the evelpen ofpaj'iz land4~ 
taxblsicy".' njsen nPstbepdi ~jcg. 

abr in~tesRural
g icyaStructeu. ~eomn 
 ~ -

b. Stae n
 
plementhrougjechnicsalu 
 assis
ungt tninStI ~eomn
 

4.~~nd ande ofpojcs.' capitataio 


Developmenrand.Outreach
d. LaTnen eRrlogy 
 > 

plement Deoecs
eloat-pmenntgaomasyisteinathe le'ikae
 

between Dominican research institutinsandintrnationalre­
search centers; strengthening the two existing in-countryr re­

4search 
 facilities (CNIECA and CEt4DA); 4
and establishmient of a
system of adaptive research demonstration and field tirial&
[ centers inmajor production areas,
 

e. Development ofRural Credit and Savings4
 

- . -Assistance44 to the GODS in the development :of
 
4 - an institutional capability to 
provide a mechanism lor'rural,

444 4~capital generation. 
 44­

44f *.4 Economic Analysis and4PolicyPlanning 4 

imited
technical"assistance~ and,44 
 ni42'4ng
444444444 

to improve SEA's technical' competence f~r formulatIng'n i44444-44 

plementing effective agricultiiral-policf. 44Y4 4444 A44444 

44 
4 i ~g. %Professional Education -4444 

4 

Tech ical assiand trai
tanc ing o4i.rov4
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adostrengthen te istiittutionalaeoka
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neninnoitutivead complexs
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sentv toe pogramnow ropatsed haseens 
sus
capaility rithducespiect omanpower nd 
 oevr h
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fr r loan'prormethv beeR
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 .
aesied
has edeaond antengtn eprogram hichsmaimioenat­
efcapbltiees ofhe
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 toonshav bee relatie tfou moreshighblitywated resc 
to caoer matin:
agricult~imiation

Ilnnig Coordlain ti on,,and Evalution Small
warh Missondasit-'
 
Support;vns oar
svce Ceners;ndb RrealtipogEconom
 

Development. ~ -

The program now constitutes.a
service -orientedapproach to improving the ecoomc ndtion ~ 
of the small far'mer'and rural poo. anyofth o~ I~t~ 
ponents have been preserved1, albeit, modifie andae iaed*­
in response to Washington guidanice, and the;,stui and tie--~.­gotiations unetknas part: of tn'e ittensi've,r wpoes
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ta t eatgptpra, e~noi prsq- f tb -and.,~yon, Thus ,. 

elements eac ts d$.scussedj1n ore'dti in~~~ Pat 11of which ~rt 
C and III of this report;
 

a.Agricultural Sector Planning, Coordination,
 
a.and Evaluation
 

" te sDuring course of the Mission's review of,ODR the 

theGOD'sinstitutional capability, it beqam apparent that, in
 

ordrobainthenecessary information regarding the agri­t 
culturail activities of the small and medium farmer,, as*,well as 
to formulate specific programs directed to improve his~wl. 
being, a strengthiened planning,'implementation, an vluto 
capacity would have to be developed within SEA. Additionallyj 
it was discovered that a good deal of valuable information is~ 
in existence, which has been collected by the variou OD 

* agencies within the agricultural sector, but since it i.s not
 
located centrally nor cbllated it is not being utilized to its
 

best advantage. Further, data systems used by individual
 

agencies are often not compatible.
 

The loan program seeks to address the first
 
constraint, planning, through the strengthening and reorganization
 
of SEA's Planning Office, With respect. to. information 'systemns,
 
it is envisaged that a computerized data collection/evaluation
 
center will be developed, with an information disseminatfon
 
capacity. Technical assistance will be provided in support of
 
both activities.
 

b,. Small Farm Production Stippnr t 

This element includes three activities: 'land 
utilization, production technology development, and the transfer, 
an~d utilization of production technology.Ls snl co siue,telntlzto
ar 


t ad
.,actvityis anatteptfocu on he "poperuse f ndit 
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ichi$J
whr~ has~b mplishe since the DAE reviewf~"i 
The GODR~sLand 
 d. 

Septemuber 1975, pu~rsuant to thie 
tem of th ~rat~ 'AID LoanAgen Covenant, provided m~uch-useful inforImat1io a el a
valuable insights i.nto the-present relationship between income,land tenure, employment, utilization of
4 natural resources, nlu­triti~on, and production. studies 
 undertaken as part of in­tensi~ve review have 'providedinformtion indicatingthat the
situation of the small farmer-relative to the distribution of
land is considerably better than was previously believed, and
that much of the land previously listed as 
large farms is
actually owned by the Government and being farmed as "collective 
 F
farms" or is pending redistribution under the GODR's land reform
program, 
This has been relatively successful indistributing

land to the rural disadvantaged, It is estimated that by the
end of 1975, 
over 45,000 farm families will have been relocated
 
on Agrarian Reform settlements. 
 This constitutes an estimated
15 percent of the farm population. 
 In view of this increasingly
favorable situation, it would be inappropriate to implement a
program based on the land sale guarantee/mortgage approach.
addition, the establishment of a land tax institute, as'con-

In
 
sidered in the PRP, would require the enumeration of much new
data on land classification and use. 
 It is anticipated that,
under the proposed Land Utilization Element,,as well 
as through
IDB's ongoing cadastral survey, j

some of this information will
be forthcoming..,-


The Production Technology Development Sub-
Element, is composed of crop specific activities including

adaptive research, seed and plant multiplicationi, and specific 

' 

production packages. As suggested by,,the DAEC, linkages wIllbe developed with international agricultural research conU'rs. 
 . 

Proucton A third activity, the ,ransfer and, UttI iza~tioll ­ehnology, essentially consists of a continuation~~ ' 

ofPrdutin 

of the vocational and professional education programs.beguni"''
 
under Loan 027. 


4-. 

A study conducted ,for'.the Mission inAugui'st,~1975, 
 provided specific information with respect 4to the suply;''~,,"4<49 
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d. Farm ServiceSystems A ".,.,
 

This proposed element is composed f three
 
areas of concenstation. The first,, Input istribtion Centers,'
 
will buidupqn experience gained under.Loan 27 ad' expad '"'d 

arese o smal~l armtoll,inwih thesectM I's sav'icudprj:the network of input centers. 

. ~~Smy onf ie a 

The second, Output Marketingi:­ilotb inpojcl .iuden:a:ir' lsae
entals an integrated marketing service compex., Althoxgh 

this activity may retain a small, 
entirely GODR-finan-ed,,
 
stabilization fund, as originally contemplated in the PP, AID

would not provide any funding for this'aspect of the program. 
 ~ 

S ns
woldet wued relateRuralto Credit,a proposedtheIDBthirdloan,activityand theunderAID fundsthis
 
W'ldb ue to further develop the AgBank's credit delivery
 
system to small farmers. With respect to savings, 
the program
 
may include a pilot project, but a large scale program aspre­
viously foreseen will niot be considered at this time.
 

d. Rurail Socio-Economic Development 
, 

This element remains essentially, unchanged
from the PRP presentation, but. has beensutailydelod 
and refined. Three integrally related satanitisaly enveloped,"
and copieprograms in support of broad scale rural, develop­
ment agents, rural infrastructure, and small-scale 'agribusiness. 
' 

The DAEC expressed concern that an unwieldy

number of institutionswould be involved in the administration
 
of this element. After in-depth consideration 'of the various
 
possible implementation mechanisms, the Mission will strive: 
to insure that the proposed activities will 'be~placed'under
SEA's direction. While specific responsibility for' s'ome 
projects may be given. to other agencies 'in certain instances-'""'
 
SEA wilretain overall financial aid" adminjas~ative control.
Also, to the degree possible,,~ i ras rtoffii~i il 
projects will be consi'dercd for funidinglaplyo i.a1

basis. Additionally, this"program will o,allow; r 
participation of the target grotiIll the abddwpJd.)It~ W"lit 
at ion of such projects.will 1 
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C. Mission Strateg y
 

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
 
agricuI Lure. The Government has determined that a primary 
means of approaching tihat goal, consistent with other national 
priorities, is through assistance to small 
farmers to improve
 
productivity, while concurrentl' 
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 sociallk-oriented programs.
 

Ln general, 1i;sion strategy in agriculture is tied
 
to recognition of, and support for the broad sector goal, and
 
is based on a comnitnent to help the Dominicans develop and
 
employ the 
means necessary to achieve that goal. Specifically, 
these means include enconuragin g the Secretari-t of Agriculture 
in its effort to obtain better financing for the public ins­
titutions in the agricultural sector; imprOving sectoral 
planning and coordination; enhancing institutional capacities
for training, research, and outreach; increasing f rm pro­
duction: and iinproving rtral infrastructure, enployment, and 
income. Specific Mission strategy, therefore, is to assist 
the G(DR in achieving a sectoral goal of improving the quality 
of rural life bv 
extending essential services to small farmers
 
and the rural poor. The Mission proposes to do this within a
 
framework of three interrelated, mutually supportive approaches
 

The first of these is the d evelopineit of a seeCtoral 
policy planning and coordinat ion capability il, ric it tre, wicl 
wil I serve anAv elicle for dyntamiic agric ti r I lev, liioptut ;ini,, 

as a management too for obtaining antd adnin 
n wIi; psoull(- u,;
 
for the sector. The second is to foster a greater allocat ion
 
of public and private resources to agrict lture. The third
 
approach is to bring about those institutional changes that
 
will facilitate the growth of the sector and 
a greater part­
icipation by the target grrup in the benefits ofAthat growth.
 

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

UNCLASSIFIED
 

I - 14
 



UNCLASSIFIED
 

subsequentlv elaborated on in the Sector As sessment. Implement­
ation of programs 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. 
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II. AGRICULTURAL ASSESSMENT, AG SECTOR LOAN 027 EXPERIENCE
 
AND ASSESSMENT UPDATE
 

A. Resum6 of 1974 Agricultural Sector Assessment
 

The 1974 Agricultural 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 irmmediate 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 been completed since that time. The process is 
a
continuing one, 
as both the Government and the Mission view the
gathering and analysis of ornew improved information about the
agricultural sector aas continuing process. 

By and large, the information and conclusionsforth in the 1974 Assessment set 
remain valid. Thus, this sectionreviews briefly the status of the situation as presented in the1974 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, seeds,
and marketing. Where changes in situation have occurred, thenature and implications of these changes will 
be discussed in
 

part C below.
 

i. Goals of Agricultural Sector
 

The goals of the agricultural sector asdeveloped 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. 

e. To achieve optimum utilization of renewable
 
natural resources.
 

On the basis of these economic and social goals, 
as well as their resource limitations, primary production targets 
were set by the SEA, which were discussed in detail in the 1974 
Assessment (see Section Vi, pp. 1-50). In general, the produc­
tion targets were designed to meet internal food needs, 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 "he earlier document. The following summarization of 
what ap'earec' in the 1974 Assessment 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.
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There are many estimates of the rural laborforce, all of which indicate substantial unemployment or under­
employment. Onesuch study, the 	1969 OAS 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 
lack­ing 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 area, etc., 
of the rural population. This
 
supplementary information is discussed in part C below.
 

The 	 human resourcc base for agricultural
development, i.e., 
the technical personnel to 
do the job, was
discussed in very general 
terms in the 1974 Agricultural Sector

Assessment. It clearlywas understood then thethat shortage
of trained personnel was a constraint both 
at the professional

and 	vocational levels. 
 It appeared at 
that time, however, that
the 	 need would reach a plateau in the future and that carenear 
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. In 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 1969.11 
 This study indicated 
that, with the exception
 

1/ 	OAS, "Study on Development and Planning of Natural
 
Resources", 1969.
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of sonic of the more arid regions, all oflands acceptable
productive capacity were then being used for agriculture orlivestock. 
 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

is creating a threat of environmental deterioration. 

this
 

Less than optimum land use patterns, resulting
from a wide variety of 
constraints, leave considerable room
production and productivity increases on 
for
 

the present land base

under cultivation. 
 There are 
arid areas 
some of which could be
brought 
into production with the development of irrigation. 
 A
portion of 
the Yuna River basin and some 
other smaller areas of
river bottom lands presently in Class VI/ 
might be raised to
Class I or II2 through drainage or flood control work.
Increasing the land base through the development of irrigation
and drainagc willworks become increasingly costly, however,
although no specific cost estimates are presently available formost of the areas mentioned. Therefore, most significant and
low cost production increases will have 
to come from increased

productivity or 
changing land-use patterns to 
higher yield crop

and livestock enterprises.
 

This land base 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 early 1974. The publication of
revised data and release of some unpublished data from the 5th
National Population Census of 1970 and 
the 6th National Agri­
cultural Census of 1971, 
and analyses based upon these data haveprovided a much better insight into the farm population. Also,
it has corrected some previous misconceptions concerning the 
small farm situation.
 

I/ Lands limited in use by the need for flood control or 

2/ 
drainage works. 
Lands suitable for cultivated crops. 
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c. Water Resources 

Approximately 270,000 acres of agricultural
 

land was under irrigation in 1974 with the expectation of
 

bringing an additional 160,000 acres 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 due
 
to unnecessarily heavy use upstream. Tariffs on agricultural 

water are often insufficient to maintain distribution systems
 
which results in rapid deterioration and increased inefficiency. 

Some new irrigatlon projects in the process of 
development or on the drawing boards are clearly aimed primarily 
at food production as opposed to industrial export 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 serious problem with many of the planned 
irrigation dans is the potentially short life expectancy due to 
poor watershed management. Developers are aware of the problem 
and some remedial steps are l)ing attempted but no substantial 
resu Its have vet been achieved. 

Very little is known to date concerning ground 
water supplies and no integrated studies are presently under way. 
The Institute of Hydraulic Resourcos plans to initiate a study 
in this vary important field. 

d. Inputs 

The 1974 Sector Assessment dealt with credit 

and technology separately and did not include them in the inputs 
section. They will, therefore, be treated in simiLar fashion 
in this section.
 

L) Machinery. The agricultural machinery 

situation has not changed appreciably since 1974. Small farmers
 
still have difficulty in ohtaining machinery services because 
of the unavailability in time and place of the service that they 
need. In those instances where these services are available, 
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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 need for custom machinery 

services, probably because this is not a profitable enterprise 

for private entrepreneurs in view of the shortage of medium or 

long-term credit to finance the machinery and of competent 

operators and maintenance personnel. Availability of spare parts 

is also a problem. 

Some larger processors of agricultural 
products now provide custom services such as land preparation, 

etc., 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 farmers in some areas with varied success. The problem 
seems to be a shortage of skilled operators, inadequate main­
tenance and unavailability of spare parts. 

2) Seed and Plant aterials. 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 development 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 seed laws, quality 
standards and controls arc inadequate or nonexistent. Lack of 
an adequate production and distribution system for locally 
adapted varieties is a primary constraint to increased production 
and higher incomes inl riral areas and will be discussed furthe . 

3) Fertilizer. The distribution system for 

fertilizer and other agrochemicals was ineffective and informa­
tion concerning potential returns from the use of these inputs 

was inadequate. A comprehensive study of the fertilizer situa­
tion was completed in June 1975, and the results of this study
 

are discussed later.
 

e. Agricultural Credit
 

The 1974 Sector Assessment estimated that
 

credit to the agricultural sector the previous year amounted to
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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 agriculture in the Few years prior to 1974. It was 

also noted in the Assessment that interest rates were low in 
relation to free market rates. The number of loans to small 

farmers from the Agricultural Bank was icreasing appreciably 

and, in many cases, technical assistance and input availability 

were being tied to the availability of small farmer credit. 

The 1Q74 Assessment recognized the need of 

small fa-mcrs fOr addi tional credit. At the same Lime, it 
called attention to the higher risk of small farmer credit in 

particular, and agricultural credit as a whole, and suggested 
that interest rates, especially in.;stitutional rates, be 

increased and brought more in line with the risk. The distribu­

tion of credit on a timely basis to thousandr of widely 

scattered small farmers is a fornidable task. The 1974 Assessment 
deemed i.t to be of key importance, howevr, to the success of 

many aspects of the devul!opnent program and to the accomplishment 
of[ 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. institutions 

'[he Form, stLuc Lurt, aind mlmmeI.ii,; oI Hilm' 

various institutions that arc important to Lth agr icultural 
sector are described in detail in the 1974 Sector Assessment in 

Section IV. These lengthy descriptions will not be repeated
 

here. Essentially this section noted that the Secretariat of
 

State for Agriculture (SEA) is legally charged with formulating
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and directing agricultural policy in 
the country and with the

administration of essential services. 
 It also has coordination

responsibility for the activities of the decentralized agencies
 
on virtually all 
aspects of agricaltural development. The
effectiveness of 
this coordination responsibility is reduced by

the absence of an administrative mechanism to 
accomplish

meaningful coordination. Also, all of the decentralized agencieshave resources which do not appear in the national budget andwhich 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 ReformInstitute (lAD), the Institut of Development and Cooperative

Credit 
 (IDECOOlN, the Pricc 'tabilization Institute (INESPRE),
the State Sugar Counci! (CEA), the Dominican Center for the
 
Promotion of Exports (CEDOPEX), and the Hlvdraulic 
 Resources
Institute (INDRIII). The Superior Institute of Agriculture, asemi-private agricultural secondary school four-yearand agricul­tural college, is also discussed. 

ihe institutional structur, per hasse notchanged significantly since 1974the Assessment. Changes of

effectiveness in specific areas and/or changes 
 in constraints
affecting institutions have occurred, however, and will be 
discussed.
 

g. Other Sector Services 

Some of the more importan, services to the

agricultural 
 sector were discussed undur this heading in the1574 Sector Assessment. These included research, ext ensi on,marketing, and transportation. Since the sitLation with respect
to all of these has changed significantly, and ;additional
information has become available, we will dut-fr discuss ing this 
topic in detail 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
conclusiom and 
to approve plans and programs before their
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submission to tibe l'rcsidcunc. lunct ionIal Iy, the councilprimarily as forum servesa for discussion of proposals with a view toachieving concensus where possible. Proposed policy decisionsoften are screened by the lechnical SecretariatThis office can of the Presidency.be a useful conduit in the decision processis concerned itwith budgetary formulations 
as 

and disbursements and 
sometimes gets involved in project execution and evaluation. 

Thc Secretariat 
of AgricultLure, tlhrough its Officeof Planning, Coordiination, and Evaluati~m, in coordination withthe National Planning Office of the Technical Secretariat,the rusponsibil ity hasfor overall planning and evaluation of agri­cultural sector programs.
 

At the manamcunwlt

culture sits 

level, te Secr2tariat of Agri­as a member of 
the Board of birectors of each of
the affiliated dec entralized agencies discussed in part 2, f,above. Although this contributes somewhat to achieving overallsector awareness, it is not fully
devi ce. effective a'; a coordinatin
 

An important probloim in 
 this ariaan adequately is the iack ofdefined agricultural de\elopmnt policy and ration­al allocation of budgeLary 
rcsourccs. 
 Consequent ly, 
programs
often approved and arefunds a llocated on the basisrequirements of emergency(such as shortages of staple crops) or to meetanticipated foreign demand for specific commonoditiesand beef) Concern for short -term 
(such as sugarobjectives, often atexpense of progress thetoward long-term goals,

blamed has thus often beenfor sharp deviations from stated policy objectives.may be Thistrue. Hlowever, it may also be a result of the absence of
a single dependable data base and the comprehensivenecessary analysesto develop the mst rational agricultural policy. 

4. Performanceof Agricultural Sector 

At the time the 1974 Assessmentwas noted that the was prepared, itagriculLural secLor's share of the GDP hadfallen from 25.3% in 1966 to 22.1 in 1972. Valuetural production increased more 
of agricul­

than 32X during the same pt, i(d. 
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Per worker contribution to (GI)' in agriculture was apparently only 
about one-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 witLhin the sector was also badly skewed with rural 
laborers and very small farmers in the very lowest strata of the
 
total income group. It was estimated in 1974 that farm workers 
earned between RD$300 - 500 annually. Average contribution to 
GDP per economically active worker in the rural sector was 
approximately RD$7/i0 in 1970 compared with more than RD$2,400 for 
the industrial worker. This situation was believed to be partially 
attributable to the small 
average farm size and lack of capital.
 

Agriculture st ill accounted for over 70". of all 
exports in 1973 with sugar maintaining its position as the leading 
export commodity. Some attention had been ,i\'en to increasing 
product elaboiat ion or procetssilng in-count in, to i llCeaS employ­
mentl opporWtWtnit i en and increast ex-port rete i pit. 

The population situation was and remains a 
critical element in he dhvelopnut picLure, nsufficient up-to­
date informn;tion concerning population was available in early 
1974. However, witLh the public,'ation of the 5th National Popula­
tion Census of 1970 (released in 1974), significantly more data 
is now availabLe. 

Tihu 1974 As:;'ssmen t dealt only with the rural 
employment situation and not with the total. It has been 
mentioned that unemploymntt and underemployment were extremely 
high. Agriculcure accounted for approximately 60n? of the labor 
force. An International Labor Office (ILO) study estimated that 
about 4WV 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. lowever, promise
 
of public works employment in urban centers often results in 
accelerated rural-urban migration which only transfers the
 
problem instead of 
solving it. Many rural ciitered activities
 
such as more intensive agricultural production, construction of 
penetration roads, irrigation and drainage works using labor
 
intensive methods, etc., offer possibilities for employment
 
generation.
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'hie structure of the export-import situation as
 
it related to agriculture was relatively clear in 
 1974. Agricul­
tural products, whicl had accounted for 90 of exports earlier 
had declined to 70; in 1973. This was a result of increased
 
exports of minerals and ''ther products and did not reflect a
 
decrease in the value of agricultural counodities. 

5. Production and Marketin ,2 

ProIduction and marketing was discussed in the 1974 
Sector Asses sment on a commlditLy or commodity group basis. An 
attempt was made to calculate the 1973 production by commodity
 
or group 
 and to set tar gUt for inercas ing production by 1980 at 
two aiternativ levels. fhese target levels were, determined on
 
the basis of global production needed by crop or group to 
 fulfill 
minimum nutritional goals assuming perfeet di trilbtion. It was 
understood tlat perfect distribution would ot he achieved but 
this was deemed a logical method of arriving at realistic minimum 
production targets. 

Once production targets had been established in 
that Assessment, suggestions were presented ior modifying produc­
tion in each group. Production meth:ds (and, in some cases, pro­
duction practic's) and constraints to modifying these methods 
were discussed. Where increased production was expected to 
create a market constraint, possible solutions to this were 
discussed also. In et, itheproductiun and marketing sections 
of the 1974 document, re pre- nt an outline For a national produc­
tion program sugg:esting speciic production targets, constraints, 
and specific steps to be carried out to reach the target. 

[ht productinn targut.,; sct in 174 were based 
primarily upon anticipaterd populat on increase and on two 
different nutrit:imal lpvuls. In some' eases, thes were the goals 
set by the SEA, which were hasicallv derived in the same manntr. 
These goats have not changed. Also, the st atctgies sug,'st(d
for modifying production to attain tl(se goals a're s il valid. 
On the basis of changes in the situation, so, of Lth constraints 
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.
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No reliable estimate can be made at this time of 
the progress or lack of progress toward the stated goals. 
 In 
1975, the Dominican Republic experienced the most serious and
 
widespread drought in several decades. There were serious
 
disruptions in production 
 programs and severe shortages in the
 
availability of some key comnodities. It is unfortunate 
 that
this should occur during what is really the first crop year of
 
the six year production effort and 
 it prevents an early appraisal 
of progress toward the goal. 

6. Economic and Social Constraints 

Five broad constraints to agricultural sector
 
development were identified in the 
 1974 Assessment. These were: 

- Land, land use, and land tenure. 

- Inputs and input utilization. 

- Credit, particularly ins titutional credit. 

- Marketing, including, a'cess roads. 

- Institutional infrastructure and improving 
the human resource base for agricultural 
development. 

Since these were considered to be the more import­
ant constraints in late 
1973 and early 1974, it is not surprising

that additional study has been done or data collected and 
analyzed for each of them. The land base, of course, has not 
changed appreciably. Additional population and small farm
 
information, however, creates a 
 different picture than in 1974. 
An updating of the situation as it relates to each of these 
constraints and a restatement of the constraint situation at the 
present time will be found in part C eluw. 

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

The loan, signed on October 16, 1974, supports a
 
Dominican Government program costing $33.9 mil.lion to which All) 
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contrIhuies $12.0 million. 
 'T'his program cosists of eight
 
different subprograms formulated to aChieve the 
following
 
objectives:
 

Increase agricultural production for domestic
 
consumption.
 

- Increase the productivity of small farmers. 

- Increase employment in agriculture in the rural
 
areas.
 

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

-
 Raise and more equitably distribute rural income.
 

After satisfaction of the sevural Conditions Precedent
 
to Disbursement and other mobi li::ation 
cl orts involving a total
 
of six different Implementing Agencies, the pro,ram became
 
operational during the 
period from l'ebruaev thiroug-h June 1975.
 
Since that date, total program dishursements have surpassed the
 
targets set torth in Implement at ion let ter No. 3 (which provides
 
an operational work plan 
for CY 1975) due, primarily, to the
 
accelerated rates of disbursement 
 under the Small Farmer Credit
 
Program. Moreover, in general it can be said that overall progress
 
to date has met, if not e:-:ceeded, program expectations and projec­
tions. To the extent that delays in the initiation of program 
elements have occurred they have been clue in large part to basic
 
structuraI problems associated with the Domini can agricu I tural 
sector which this prograam is intended to ad1re.-;s. 

Most of the problems encou otei'ed in the start-up phase 
of Ag Loan I will not occur again since suveral of the Ag Sector 
Loan II activities will build upon the Coundations established 
under Ag Loan 027 and will, in many instances, utilize the 
administrative mechanisms already developed. In those areas
 
where there will be 
a complete departure from prior activities,
 
coordination difFicu-tien wi 1wi be minimi ¢ed beaus e all leenl ts 
will be implemented throu:, the SEA or will br mor-e dlrlc ly 
under SEA's control, lxlvriu(nce wit1 that agcncy in the 
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implementation of Loan 027 and other activities indicates that

it has 
an increasing capability in program coordination and
 
administration.
 

Small Farmer Credit (SFC)
 

Approximately 687 of all Lan 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 activi ties. This entailed, among other things,
obtainin; a s ries of policy changes in the, credit area favoring
small farmers. One such measure was a reducti on in the Agricul­
tural Bank's lending ceiling 
to lend encouracment 
to this

institution, the laigest agricul tural credit source in the
 
country to address the needs 
 of smal1 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 cormnunity. 

Table 11, B-1 reflects the iit:~w* of loans, by size,

made by the AgBank from all sources in 1973 and 1974, plus
 
projections for 
1975. The number of loans under RDSI10,000 has
increased more, percentagewise,, 
tian those over RD$10,000.
 
Extrapolating from 'lable 11, B-1 data it 
is expected that in 1976

the RD$0 - 2,000 category will have a greater percentage increase 
than any other group, since the PI DAGRO funds which created a 
b"ige in the second category will have been substantially
 
disbursed.
 

Table Ii, 13-I 
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 
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Despite a delay in init iatLing SFC operations,
 
disbursements 
 have exceeded the expectat ions 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 Nove ber 14, 1975)
 

Number Amount (RD$)
 

CY 1975 Anticipated Disbursement 
of Progra iunds 
 1,980,000.00
 

CY 1975 AcLual Disbursement of 
Program Funds - 3,127,000.00
 

Applications Received 
 5,799 3,409,270.15
 

Applications Approved 
 3,890 2,223,754.40
 

Applicat ion in Process 
 873 572,/163.45
 

Applicat iot;l Turned Down 1,036 613,052.30 

Average Loan Size 
 576.00
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SEA Supervised Credit
 
(as of October 31, 1975)
 

Number 


CY 1975 Anticipated Disbursement
 
of Program Funds 


CY 1975 Actual Disbursement of 
Program Funds -

Application.; Approved 6,913 

Applications in Process 600 

Average Loan Size 


Dominican Development Foundation 
(DDF)
 
(as of November 19, 1975)
 

Ntumber 

CY 1.975 Anticipated Disbursement
 
of Program iFunds 

CY 1975 
Program 

Actual 
Funds 

Disbursement of 
-

Applications Approved 2,558 

Applications in Process 450 

Average Loan Size 
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Account (RD$)
 

1,140,000.00
 

3,166,000.00 

3,240,789.63 

300,000.00 

468.80
 

Amount (RD$) 

720,000.00 

1, 326,000.00 

1,956,940.00
 

271,329.97 

581.19
 

http:271,329.97
http:1,956,940.00
http:326,000.00
http:720,000.00
http:300,000.00
http:3,240,789.63
http:3,166,000.00
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The SEA "'Custodial Accont sm 11,,armer. disbursement
mcaimhas been negotiated and signed by"a number of co ercia1

banks,~~ wihoeainA I 
~ ;~v~>b nks ~ b~ h e*~t ons ust beginning , E bl"o ~ a n isind,~on .a,,'l:lmatching basis,' ,from the ,private 'participatingbank , thereby doubling .the 'resources available 'under:!this' -s.%activity.- This was not foreseen-at: tli'time of 'Ica opsrand will have the effect of involving privaebbnks d~t 

vp vat a miore d r c lin serving small and mediumi size farmers. ~ t.' 

il 
II 

4 
" 

-~ .GODR 

Inu! t C r e d i t4 
Initial analysis of the input credit activity 

revealed that a mechanism different than that first,,planned wasessential to meet program objectives, with respect to small farminput needs. After extensive examination of,the problem by tbe........and the USAID, with advice from consultants it was agreed~to use RD$2,OO0,0OO originally budgeted for SEA/IDECOOP inputpurchases to initiate a new inputs distribution system under theSEA's jurisdiction. The system is being closely patterned after"'the successful Puerto Rican farm input distribution system." 

FarmManagement-
-­

' -

The SEA has established, as planned, a Farm ManagementOffice within the Division of Economics. National and regionalr4staffing is complete. Cost of production studies have begun andfive test/demonstration farms (about 30% of the total' planned)are in operation. Despite a critical delay in initiating the ' program, progress is4 now satisfactory and no seriucosrntor problems are anticipated.~u 
osrit 

VocationalEducation' 

There have been only minor operationalproblems in theimplementation of this element. Of the five farmer trai~ning­centers planned four are already staffed and in oper~a'6iin- Most4of the staff training has been completed and L-he two Vear%'nneaLing plan is complete.4 Ten groups of '30 famr'ech(0 dfare presently, in training. It is expected LhaL~4sjm,j2,0o'+~"farmers'will reeive training in'1976 and thai: outpu ' a''""ewil.le'accomplishe'don-

schedule.'4' 

4 

4 

4k, 

a 



SAt the outset of the loan, considerable w
 
experienced4 inachieving:PoeensionlEuain,h- required coordination bewe the
 
uriversiti.esinvQeved and SEA, These.prob1.ems havsiebeeA.' 

resolved and na SEA/University, CoordinatinjI Commidtee Is,fui,ction­
ing., .A project, coord$,nator has o'een named,' eeddtechnical.
 
assistance has been contracted and acompete planc,-af usdo
n has
 
been developed for the entire program. Training of professors

and construction of new agricultural laboratory facilities and
 

afe a low start the program is now expected to proceed on
 

SEA began this pilot program in November with establish-

ment of a central management office and the opening of 'five farm
 
service centers at strategic locations. Two consultants who have
 

*had extensive experience with the Puerto Rican program h's been
 
contracted to provide continuing advisory assistanc.,. The results.
 
obtained under this program will be carefully' monitored to 

determine if additional Loan 027 program funds are to be allotted 

to this activity and to provide the basic framework on which the
 
Ag Loan II input activities will be built.
 

. Market Research
 

Amercan A 30-month contra'ct between the SEA and the Inter-

AmercanInstitute for Agricultural Sciences (IICA) was signed
 

June 6, 1975,. to provide technical assistance in agricultural 

marketing to SEA and to other agricultural marketing-oriented 

institutions (CEDOPEX, INESPRE, etc.). IICA's scope of work
 
with the Marketing Division of SEA includes efforts to 
(a) deveLop 

a general frame of reference through an analysis of exisLing.
 
marketing information, (b) strengthen Dominican Iantit Itm
a 

working in agricultural marketing, (c) devign ind t'xocute
 
research nalysis as related to agricultural marketing '' 

and (d)develop a National1Marketing Plan. -This'ecff6rt ha1141 ' 
moved ahead on schedule with.no'serious 'problems. staff2IICA' 


are on board and are making excellent progressttw''d~the'stated
 
objectives. The more-important specific accomplishmeints to date
 
are discussed in part C below. 'Apreliminary,,p~ -whi'ch twill.
 
provide additional guidance for the marketing'aspect 'of Loan I
 

UNCLASSIFIEIY.. ... ...........
 

'1 18­

-difficult'waa 

.", ."­

* 

1
 
. 

' 

' 

, ,
 



4L expeted o b competed and mitted to USAID/iT in lato : 'A r 
' c o .......:t e .............. : ... . L .aa. ­ -- .° 

Feeder Roads 

T~wenty-five kilom?, ers of feeder, roads have, beencompleted or are under construction. All planning, procuremuent,
of right of-way aid budgetyng have been completed on another
thirty-three kilometers and work will 
soon begin, Afterthe,
 
program started, 
a review was undertaken of the 
 "aborlintensity,

of the construcion1 rthods being used. A sewmore labor

intensive system, based upon the recommendations ofa consultant

experienced in this 
type of construction, was 
developed and is
 now partially in operation. The results of this new system willbe carefully evaluated upon completion of this stage in order to
determine its applicability 
to future efforts. In total, this
element is somewhat behind schedule but progressing satisfactorily.
 

C. Agricultural Assessment Update
 

1. Land, LandUse and Land Tenure
 

The 1974 Agricultural Sector Assessment identified
the limited land base as 
a major constraint to agricultural
development. In view of the high population growth rate it is one 
that will become increasingly important. 
 This problem is
 
further complicated by the 
low average level of productivity for
most agricultural commodities and especially for small farmers.
Since the 1974 Assessment considerable additional information has
been released and analysis of this data provides a significantly
 

ab better understanding of the population and.small farm situation. 

has 
The 5th National Population Census (1970), whilchibeen released since the previous assessment was eompic'LcI,

gives a much better picture~of the population siLua Lion. I,Ico,
aia:. : the topic of population was not discussed i 
detail in 1974
 

because sufficiently accurate information did not 
exist in the
form needed at that time.
 

Although the assessment indicated urban popula­
tion was growing much faster than rural population, and furthe-
 ' 
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9: !1970~~ ~~ opulation2,43.0.. .59......t ra i :r "i,66 . 401.:. ' 1970 Population data 2,435.0s,6ow. that toalu061.9ptta~
 
increasedin ,fo 196 tYearsurlpouato:Icpa'


* ~~~~ Increased 757 f0Yerom16s o17:~r1pou~~n~nras 

onlyen durin th33%pro,157%lhuhrrl o~ai~
Sonlye15 durNin h a me perio . Al "tho ru........ '' ....... '
a p was''. ' 

Soue:total Noation incueaseior teu ten,yan eid5thx
Nthel,
 

th t/oUral population incr~e.a ; '[Pplto 
CePopulaio 190-17fopteson yearfpeiod was in the 

poulaionTnc(000
I/ rba alpersons lvn~iti h

limits
~ ~ ~ ~ %o ofte9fuiialte.Tesaleto>hsa 

7ura TotahUrbntTtaltota 

196 Poulaion2,17.169.CLASSI30.F3I47.
 

1970 PopulationI 2,450 5. ,2. 014019
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Using-population pr to be upoeth 
arverage in2.ro-censos. innruaeiw andrps, projected- o lIo growth aiodi'di rauur Cthe year 2000. These projectione indt e'c'inge6 2
rural ,40'Vurban in 1970 to a make-up 0~ 3074 rural and 7(f/. urba 
in 2000. 

'>2,.2 " 

'.2' '2 

.2 

nagenS'a , i he t!"22 1' 

farmSiz:. In addition to the change in the locationo ,thepopulation expected in the year 2000,:2 these projecttt'ns, have9
serious implications with respect to the land constraint. 'There are presently estimated to be 6,840,500 acres of land-in farms2 
including pasture lands. This is about 0.55 ctareeSuOf farmland per person based on 1975 estimates of 4,' 5,300 total,
2,595,100 rural and 2,110,200 ibanpopulation R o.. Assuming land
in farms to be a fixed amount,- on the basis h the above 
population projections there will be only 0.27 hectares of land
in farms per capita by 2000. Only about 42% of fam land was incrops, including sugar, in the 6th National Agricultural Census 
of 1971; the rest was in pasture. 

. . 2.:.:'i:ii 
. 

i> 

These projections clearly indicate that the land
constraint will become incteasingl critical as time passes. . .The same projections, however, do not imply drastic changes inf.'
farm size or in the location of the rural population although2
increasing rural numbers will undoubtedly continue to reduce the 2 

1/ Eric Graber and John Warren, 2!'Statistical Analysis of the
'Agricultural Sector", first draft mimeo USAID/DR, October2 
1975. 

2/ Some additional land was added to farms between 1960. and
1971 Census reports. The difficulty of increasing land2 
in'farms becomes progressively greater each year and 
insufficient 'da.ta are available to make meaningful pro­
jections in this area...... 
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er t . This is not likely to ch ge~mchi cp n(areasaffected by irrgation development or, siii41ai roet ~ ; 

--Data concerning th~e number and average~sze ofsmll farms Ln the Dominican Republic h'as also keen 4mpove&'
sig~nificantly since the 1974 Sector~ As' 1974ly~e
the SEA, using 1960 census data 'as a base, estimate& 'thi th~ere were (i~n 4974) .approximately.455,000 totaI farms;'and that 236,510of these were "sub-family un~its" of 1.25 has, or~1e, ~nt largeto provide an adequate living for the average farmamily.
This 1960 census defined a farm as one or more "cont~iguous"
parceib of land farmed by the same operator. If n~n'4tiguous
parcels were farmed by the same operator they wer'e counted as 
separate farms. 

I~~j~ 

a 

4The 

2 

The 6th National Agricultural Census of,,1971 usedthe same definition for "parcel" as that used in the 1960 census. 
definition for "farm" in the 1971 census was changed, however,to count as one farm all contiguous and noncontiguous parcels of'land farmed by the same operator. This difference in definition 

caused an apparent decrease in total farm numbers from the
reported 447,095 enumerated in 1960 to only 304,820 in 1971.
The greatest change came in th'e small-farm categoryl where
there were enumerated 236,510 "sub-family" units in 1960'bit 
only 95,592 in 1971 using the new definition. This Is'a logicalresult as there is much more parcelization ofthe landholdings
of small farm operators. Also, by combining small, farm.parcels
many of the extremely small operators counted separately'1n the1960 census are shown to have more land than was previously'
presumed. 

22 

2 The 'difference in the size,and numbers of sm2,all2 
farms revealed by the 6th National Agricultural2 Census 60f,197122
does not eliminate the problem of the small farmer 2It does~ 

222 

2 2 
2 

22'< 

Il 2 

_ t2e; 

2 



...
 

uuh~orcrraepicture opf. thelsz~n'cp 0 


prblm.The Graber-Warren ianalysis of h agicultual ens
 
gie ti 

is'pro~viding a'lot, of, additional' information.aothe465 
"1microfarms" which have less than 0.5 "hectares of~rland. 7 When
 
completed, it is expected to provide additional informiation about
 
employmnt, cropping patterns, input use,' marketing,, livestockr
 
production, etc.,, on microfarms which will assist materially i1i
 
designing programs and projects to meet teneso hs~ml
 

-farm'e'r and his family. 


con­

siderable information concerning other-fr ie ndhi
 

characteristics but 4n less detail than is provided for the
 
smallest farm size. The second smallest farm size, those farms
 

with 0.5 to 5.0 hectares, is considered to be of priority
 
There are 185,292 farms in this size classifica-.
 

The.Graber-Warren analysis already provide's 


importance also. 

tion and these average 1.8 hectares each. Many of these, in
 
areas suitable to intensive crop production, can, through the
 

use of proper production practices, provide a fair-level of R~
 
living for an average family. On the other hand there are many
 
that will provide only marginal sustenance even using improved
 
methods.
 

The more recent information now available and the
 

Grabcr-Warren analysis indicate that significant changes have'
 

taken place with respect to land distribution since 1971.
 

Several laws passed in 1972 have broadened the agrarian reform,
 
poram. Law 290 provided for all privately-owned rice farms
 

over 31.4 has. in size and irrigated by government-built 4
 

irrigation canals.to be turned over to the Agrarian Reform
 
Institute (IAD) for redistribution. Other laws provided for
 
the 'purchase of vacant lands by the Goverrnment and for the 
recovery of state-owned lands that were being used by private
 

4without permission. A total of 226,1354 hectares4
.4indiViduals 


h
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o soiln o T f r s efarls robi Ths

th I tudj 5onaon obem o.... a etii llthe ~recipent ~or this~ ro oed p rJam The vptT 
farbe rard thelandess farm laborer a tsOmare sinl odtnfor 
neca attention and assistances n addition i belieeshd5r0rhetareas hslrlli!tha:: n Theeort atf theseihaveles thne5.£:i!":i I 

that many of the elements designed to obviate contiairtsfoer . ­argeners 0.5'
thesmall and medium farmer will result in increased employment, 

;:: hect. of sll farmoer-) de6"conaolndestha ; 

and other benefits for the very small farm and landless'.rural
 
families.
 

Under the Land Utilization element of the proposed 
program, assistance will be given to expanding soil survey work 
in priority areas (particularly at the micro level to benefit 
large numbers of small farmers), developing detailed soil 
fertility information for important soil groups, and t .solving 
complex soil conservation problems These activities wilL 
enable researchers and extension workers to make meaningful 
input and land use recommendations to the farmers they contact. 

Other elements of the proposed loan, which are
 
discussed later, will be aimed at improving the research 
capability to address production constraints of the target 
groups, input and output marketing constraints vis--vis the 
small and medium farmers, and to improve the economic position 

of those individuals who must obtain their subsistance in the
 

rural areas without the benefit of land ownership.
 
Resource Base
 

A a. Institutional Infrastructur': i."; .ig~ ~ o 2 nat, ndi the ! Humant~ : I- Soewat I~infrastrcture i!!:ii 

According to the 1974 Agricultural Sector
 
Assessment, a principal institutional constraint to agricultural
 
development has been the multiplicity of agencies,~each~folloiq­
ing its own mandate, somewhat independently, in the absence of
 
an overall unifying agricultural policy and a clearly affirmed
 
and accepted single channel of major policy direction." e-The
'­
unsatisfactory nature of sector planning in agriciltire~ is also
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party l illeu. inadoquacy~u 1LhJe~basic ifomatin ad j~ 
aa 1eth. mus aom the base- for soundpa 
.ns a eq.cy' o s ound planning , a 
mechanismo has tended to permit'athose pograms to grow that have" 

.had. sitong The allocation of re ou:or es s ': euually '"leadership,' ,
ys,;',;a to"

the most successful and 
all sector development is not always given adequate attenititon.',
 

6311:' , ... strongest prograns,Importanceto'.oer-.po ic~do ios 

The 1974 Agricultural Sector Assessment recog­
nized the critical shortage of sound data and information concern­

nU a large part of the agricultural sector. At that time, it was 
office be established in the SEA as a first step toward provid­
ing guidance and coordination to the overall agricultural sector,
 
program. In late 1973, the nucleus of such an office was 
formed
 

planing
suggestedusea sect". that corintonad:vluto
in the SEA. It is still not fully effective because of inadequate

financing,insufficient personnel and unavailability of needed
 
technical assistance.
 

USAID grant funds have been used since 1974,

along with increased support from the SEA, 
to help meet the need 

for better data and analyses. Many USAID supported studies have 

Y 

Lontributed significantly to this interim effort. The marketing
study, which is being financed under A(ID Loan 027, is also 
providing key pieces of information to improve the planning base. 
All of these have made important contributions, to the improvement 
of our state of knowledge, but a well organized system of data 
collectiin, analysis, and planning still does not exist.'As'a 
matter of fact,"several of the studies previously mentioned-hive
 
proposed the establishment of a sectoraloffice of planning and
 
coordination as 
a necessary element of an orderly agricultural
 
development effort. A proposed reorganization should help to
 
improve the situation.
 

An effective Agricultural Sector Planning',
 
Coordination, and Evaluation unit, -gathering and analyzing the
 
needed data, providing policy recommendations to decisionmakers,
 
and assisting in the coordination and evaluation of programs,i
 
could be a key factor in assuring the effective use of~limited 
resources toward sector goals. Such a unit would permit th ,­
objective study of the entire agricultural sector on a continulng 
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~. ~ basis. (..CorsLraints-could be identified-and'Priorities deemine4 
on w m'~•ore rational basis'.. Program deveopment .wotd be increas-
Singlyoriented towardbsector priorities an- a.d 

''"'' 

S-The second agricultural nectolo.anproposes
to assist the GODR to address the constraintsmntioned above' 
with the improvement of theplanning, coordination and evaluation 
capability of the agricultural sector.' This will be'don ely
providing assistance through the SEA: 

1) To expand the existing capability for thegeneration and tabulation of primary level data and to expand 
and increase data analysis; 

: 

2) To establish and maintain a sector-wide 
data bank and agricultural information center; and, 

3). For technicalassistance and management
support to assure the successful' expansion and increased 
effectiveness of theagricultural planning capability on a sector­
wide basis. . . 

b. Rural Area Infrastructure 

The'1974 Agricultural Sector Assessment 
stated that significant progresstprobably cold not be made inreducing, the ouLitanding volume 'of rural unmpoyen/ude
employment without creating extensive employment through rural4 
public' works'-- roads, land" development and irrigto systems.A key factor to the inadequacy of rural public works programs * 

and the associated chronic problem of rural'underemployment 'has. 
been the failure of public and private sector infrastructure'and institutions to adequately service thc rural. dwellers -both on and off the ,farm. As a result, there is a substantial.'portion of the rural population which remains beyond thL' reach'
of traditional'development programs. 'This segment of rural.'society is characterized by an almost total lack of command 
over factdrs of' production except for their own' Of tm .. I I...dand/or unmarketable labor. ' - "f'i's k'"">> -, 
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unyf of poorfand.dn o ctis il•prived:families"landless laborers, subsistence farmers'an '~thju A''e: muchv"f 
of the fuel for rural-urban migration andmany of, thestatistics :V 
for ruralunderemployment (over 40% ofh rural labor force is, 

­

-

'. underemployed orout of work) andundernutrition .(abou 75% f'
 

rural families 
 aminimum"nutrition 

rural landless constitute about 35% of families whose average
 
income is $420 per year.
 

are below levels). .These
 

Recent efforts directed at non-farm rural
 
development have concentrated primarily on the generation of
 
labor through scattered construction projects to provide
 
schools, buildings, sports facilities, etc. Such activities
 
provide needed community facilities, but often ha-e little
 
affect on the economic well-being of the area. Therefore, the, .
 

SEA and various other institutionse cogize ts a a major
 
area for renewed development efforts that foster both social 1.

advances and lasting economic impact.thsaamjo
 

*With respect 
to physical infrastructure,

twenty-five kilometers of feeder roads have been completed or
 
placed under construction under AID Loan 027 funding during 1975.
 
After the program started work was temporarily halted in order
 
to 
review the degree of labor intensity of the construction. A
 
new system, based uponthe recommendations of a consultant
 
experienced in this type of construction, is being implemented
 
and results will be carefully evaluated in order to determine

its applicability to future efforts., 
These projects are helpful

in improving rural physical infrastructure and in providing

short-term employment opportunities for rural dwellers in the
 
vicinity of road building activities.
 

However, regocrding rural institLutojis, t1w
 
situation has not changed appreciably, and most rural dwellers
 
remain outside the reach of any institutional structure.
 

.In 
 response to these conlstraints and GODR
 
kindaivs on gog e loan element is directed at prm1in


.thekind of .on-going socio-economic d evelopment needd~n 
r
 
areas.: Proposals[ considered have sugges'ted,a
 
a coordinatednmulti-factor approach that addressAboIFcauses
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I;,J, 

and symptoms of rural ov t , throuhsprd f rc epan theW 
SEA fs Rurl'Aitt hrough -foPpgram, ,.npoinluding di nafuig"o
Acring tomthe inses
s struatureprojects and r d utreac or small non-f anme Cort rrciii enterprses.- Undertes o the 
the rura development agents that are to be 'fielded by the SEa
will provide organization, technical assistancesand credt needs
 
to participating rural area individual's and committees 
n'Identify
ing and executing infrastructure projects and toindviduals or
 
groups contemplating development of cottag iort e 
 ad other
 
small-scale businesses. age striesand ter
 

c, Human Resources
 

The 1974 Agricultural Sector Assessment
 
recognized the problem of human resources and discussed the 

facets of it that 
are most relevant to agricultural development.


riAccording
to the Assessment, human resources at the farm level
 
were seriously underutilized, due both t over-population on the
land and lack of basic skills. At the prdfessional
 
base of well qualified agriculturalists needed to be expanded.

The development of the human resource base of Dominican agricul­ture from the top downward and from the bottom upward was 
of
 
fundamental concern. 
 To adequately address these constraints
 
required extensive training as well as 
the provision of improved

facilities.
 

Since 1974 the training or the upgrading of

the farmer's capability in his field has been carried out in 
a

number of ways. 
 Under the PIDAGRO program the number of agricul­
tural extension agents has increased significantly. Priority is

also being given by these agents to reaching the small and medium


* sized farmer. 
 The IBRD has embarked on a program to construct
 
five regional farmer-training centers. Personnel Lo) starf L11CHUcenters and the- costs for training the first 2,000 [annerti are,being funded under AID Loan 027. The first ol' Lhesnr ceniterst is;operational, and farmers 
are 
being selected for trainlnig by4

local agricultural agents. Clearly, 
a need still exists to

reach additional farmers with this essential training.
 

The second aspect of human resources that isimportan to agriculture is the availbility o thiclly
trained people necessary to implement agiutrl 
eeomn
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r iT defjci- h; l L- _- :-I 

s at pr'esent t an was aaable fromi Somewhat OutdatedviOAS

data at the time the 'SectorAsaisent wasizprepared, 

A comprehensive study recently compeed .by,
h60.rad tiro",-ms In tdie.i ipteSafil~abn'l;tometand......... 

-


ATAC1 indicates that thedeficit of uhiversity level agi"cul-'.
turi"ts will bemuch greater for the next decade than wasl:e 
previouslyrantic hdated.This new studyindicates that during the 
period 1976-1980 only 505 graduates willbe availabler to.meet an 
estimated need of 891, a deficitof 43%. For the 1981-1985 
period, the deficit would remain almost exactly thesame percent, 
agewise with 660 graduates available to meeta need of 1,137.
 
The' deficit vari~ widely according to specialization (see Table
 
II, C, 2-1 below)'. (The deficits indicated would be. reduced by 

30 in the first period and by 150 in the second period if the new
 
school of agronomy is organized at the Universidad, Central del
 
Este as presently scheduled.)
 

I/ I. Asm6n, Preparing Professional and Middle-Level Manpower
 
frAgricultural Development of the Dominican Republic,
 

mimeo, 41 pp., USAID/DR, August 1975.
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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 Engineering** 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: 
 I. Asm6n, l'reparing Protessional and MiddI -level 
Manpower for Agricultural Developmnent o1 tlie 
Dominican Republic, minico, 4L pp., USAI D/I)k, 

August 1975. 
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deficit Projeexect io17ns 'flerhapssooner, i~Car fly 

.... Sorepa 
h 
Supply. 

Aestmnates of,eneed by gfcy di cipdIleLfo 9 
Mrough1980 shows demand considerably greatr than antic 
(See'Table Il', C, 2-2 below.)' 

< 
i-ed 

Table II', C. 2-2 

i~~~~imi 
i ::. 

de -lveio wl chwc ltu techica n't!6l w r- e e eh i ' 

. ,n cian an ualy awitw0 y a s -=fagricl ua lh s ri us 
beyo~i n b erimay-sd~ol, 1978u adge 18apstaortig f:17 , 

Supply & Demand for Middle-Level Agricultural Technicians 
1976 - 1980 

1976 1977 1978 1979 1980 
", . -" 

: !~ 
:} 

}'i: 

'YEstimated Demand 112 160 208 215 220 

Estimated Supply* 84 82 122 122 122 

*Does not include the new Centro Oriental Agropecuario at 
El Seibo which will produce about 46 lower-level tech-'N 
nicians annually (with two years of agricultural studies 
beyond primary school, minimum age 18) starting in 1978, 

Source: I. Asm6n, Preparing Professional and Middle-Leve 
Manpower for Agricultural Development of the 
Dominican Republic, miemo,, 41 pp., USAID/DR, 
August 1975. 

J 

1/ 	Graduates from agricultural high schools who have no
 
gone on for university~training. 
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a cFrom the ota supply, indicated inT
'uff1pi.ent. bereduction.mustmadefor those,..... 

thnti,:'t supply would 
ae d about 94technicians annually' Thsunless expansion of training is undertaken, the annual d ficit 
Yeywould be about 110-120 technicians annually in the 1978s1980 

n , 

period.
 

rschoo-ainnd
acn y Ify.tgency 
 i" '
. 'on eetn bt~ heipbe " .......
Actions have been initiated with:financin. 
 .
under AID Loan 027 to accelerate the training of professional
technicians. 
 New disciplines are being developed at each of the
 
three Dominican universities serving agriculture in order to
supply additional and bette 
 trained graduates in fields where
shortages exist. 
 The s 
 report, however, indicates that
this effort will be insufficient 
to meet the greater than
anticipated demand. 
 That report includes recommendations for
 ..
 action by school and by agency for meeting both the professional
and middle-level personnel needs and fulfilling the anticipated
deficits at the earliest possible date.
r These recommendationsare sufficiently detailed to 
serve as a virtual plan of action
for meeting training targets by school, by agency, and by discipline.

They include suggestions for informal and in-service training as
well as 
for formal and foreign training,
 

clearly, the lack of trained manpowerwill con-
-tinue to be a constraint to agricultural development unless
additional efforts are made to address expected shortages.
 

The present Vocational Education program
initiated under AID Loan 027 is progressing as planned and
Dominicans are enthusiastic aboutuits.success and. desire to
*extend the program to other areas. It appears that the muchodsbeing Used are successful' in convincing smallI and mv(Hlum farn)&riof the need Lo accept netw or improved technoLopy. However, only
'-, 

continued evaluation and monitoring can dctermiine if they. real ly-put 

their own farms
into practice on 
 those things tt...y appear
 
to accept at the training center.
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S Because of ~he aPParent success of the~piilot V:.:i.' 
.
 effor under Loan 027 and contieteetnued need to ": 

farmers
m pt'f to:provnposedii ngnce.r under' Lon '!
Ktinued operation of these five centers for, t1~ree- dd'7
'ii%. 
plus the establishment of five new centers. 
 Funds'wil'b'e','P
provided for salaries, additional training service andimpoe

materials at 
the five original centers, permitting the .training;,of
an additional 5,000 farmers over the three-year period.. Establish­ment of five new trainingi centers will permit the training of
44,000 additional farmers during the three-year period, for a total
of 9,000 additional farmers 
to be reached under the program.
 

'A .Regarding mid-level technicians, the GODR and
the USAID have determined that farm management training activities

initiated under AID Loan 027 and currently in progress will be
sufficient to meet the requirements, given GODR effortsto con­
tribute to this program and intent to assume its support

unilaterally afte r 
loan funding expires.
 

Under AID Loan 027 funds for Professional
 
Education were alilocated for the establishment of a number of new
disciplines related to agricultural development in three Dominican
universities. 
 The ATAC study completed in 1975 and discussed
 
above indicates that the constraint imposed by the shortage of
professional level technicians will worsen from 1978 on unless
thesetraining plans 
are expanded.
 

As a result of Loan 027 
experience and interim 
 -. .-.study, it is proposed that Loan II help to 
continue and expand'
the professional education~activity. Assistance will 

:-. 

be provided
 
,to strengthen or expand those agricultural disciplip.
three universities which will contributq,sipnl HrI 

. n Ol e " 
caii Ily toWn (I

meeting the anticipated deficit of profioiial CccliliIils. 
J 

Assistance will be in the form of salary support for beL6r­
qualified or additional staff, 4for- staff 'training (both academnic'
and short course), materials and equipment, research sport and
 

,4" for technical assistance....
s anc
 ' 
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~3. Inputs and Input Utilization­

a. Agricultural Research "' "'' 

s Agricultural research inthe Dominican Repub icI.
dates only from 1965 and the present formalized research ;program,

began with th"e establishment of the National Center for Agricul­
tural Research, Extension and Training (CNIECA) at 
that time.
Many of the problems affecting the orderly gr 
 opment

of 1a sound agricultural research programi 
 are undoubtedly 1related
 
.tothe newness of the organization. 
The 1974 Sector Assessient
 

identified several constraints to agricultural research develop­
ment and the effective utilization of researchowhn deve
results. The

organizational structure was 
incomplete and inadequate. :Budget
allocations were insufficient and often irregular. 
 The staff ~was
not adequate to the 
job that needed to be done. Dissemination of
 
results was ineffective partially due to 
the lack of coordination
with the extension service.
 

Since the 1974 Asscessment several actions have
been taken to strengthen and to bring more 
logical order to the
research system and considerable progress has been made. 
 The
result is a significantly different situation than reflected in
 
that assessment but one 
still beset with problems.
 

In 1974 a new research center was established
in Santiago in conjunction with the Superior Institute of Agri­culture. 
This National Center for Agricultural Development

(CENDA) was 
created with financial and technical assistance from
 
FAQ to give additional emphasis to 'research affecting; the !Cibao"
Valley. It is a part of the national research system '. however;

which is still headquarted at CNIECA in San Crist6bal. 
 " ' 

The entire research organization is moreorderly than it
was in 1974. Research at CNIECA has been divided
 
intoeight divisions, .including grains, legumes and oil crops,plant protection and biostatistics. 
 The CENDA 'organiza'tion
consists of divisions of phytopathology, cattle production, 

I 

tropical horticulture, coffee, cacao, 
tobacco, rice 
 soil's
plant protec'tion, agriculturaleconmics, ­ and r''ig'i"' and 
'drainage. ' 

' ti and
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n. aiditon tote
N bv w c~ntrth 

16>:ubl ta on~ocated po as _ :'overh~ PatCrgp and
1VestQ__c prod49$ing'areas of' the cou~ntry. Each> of, these~pace

primaryemphasis >on one area of'seilztio~n~r 
conentrat­1Jon rice, cSaao coffee, miilk, 'vegetables,pat ead

livestock, and fruits, 

. 

Steps hav also bee 
 t a~k% to bring or
logical order to 
the work plan of~the research'system. >In 1974

the Sub-Secretary for Research, Extension and Training~oIrdered areview of all important agricultural commodities, 'A t: ff.

scientist was assigned responsibility for each' and 'informatio'n
 
was gathered concerning the history,- area 
4under~cultivation,
volume and value of production and imports, projected demian
product use, production methods,~ etc. 
 Each leader also developed
alist of problems pertaining to that cormmodity and the roles rorresponsibilities of 'research and extension relating thereto4'

information thus assembled is being published in a,series of 

The
 

"Basic Documents" which will serve as guide lines,'in the planning 
4
 

and implementation of research and extension programs. 
 It is
anticipated that this is
a~first step toward the improved tech­nical and administrative control and direction that will be

required as 
these programs 11.icrease in size and complexity. 

At the present time there are a total of 118
researchers working in the SEA research centers.' Most-work beingdone is applied research as it probably should be.' There is some duplication of effort, some competititooi between centers or 
groups and a need for more interchange of ideas and results and more coordination~of effort. Despite thc" defic.iI(.ces Hitiiexist, however, a program of research anida syt. innnagethe effort administratively are 

to 
in place and funiiLIonl p ruamoII­ably well.4-1 

~~Research,
4 no matter how well conceived and * 
4 carried out, can be of little value untiliresults have-beerVn
 

analyzed and conclusions made available.. Dissemination of"''

research results-has improved considerably since 
the 194 Assess<- ' 

41, ent. *as~completed but th'yse~meetingN the need. silflfar
4 short ofjThe PIDAGRO rograii~has 1ncreased'he number> 7 4,Qj~ 444-N4 
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bewe rsarch~and exearcti CEN~ke as recnJu h'va ,~ 
rce produqtion-would--be double'd ifl1fneewud ~ aot1~practices and, varLe ties'.already recommended. Some evidenceexists- that a*"similar.situation exists in ,Other cIo ,m awell (see Table C, 2-1l below),, Efforts te
toward the small and medium sized f armner.)k he ',emnphasis on, th sgroup i.s of utmost importance for a large nuuiber- of key cro6ps 3since, as indicated above, smltn ei~f~~es.ran 
control a large percentage of the land in'cultivated crops. 

*'.."P 

Table II. C, 3-1 

Average Yields for Major Crops 1972-1973 .Compared to TargetYields* 
Actual Yield 

Crop Do.Rep. Ta tYield*
Rice ~(Kilograms/tiec tare)3490 

. 

-

Rice ~2,114.7349. 

Corn 1,091.4 2,168.1 

S.Sweeti Potatoes 

Cassava 

7,942.8 

7$227.3 

13,731.2 

13,009.1 

AKBeans 
.845.6 1,373.1 

Onions 

Tomatoes 

8,318.9 

21,681.2 

14,093.1 

32,522.7 

Plantain 19,923 units 43,725 units 

*Calculated from international averages. 

Source: USAID/DR files.'s 

. . 
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A\4study ___Cop .... chad- it Adm n trt 

S 
in Ph'ominican Rep.li6,, jWii' -Knad. o'.'d 

August l947,zincludesurcommnen atiotns for specific r a 'o 
respearchsuch as -eqpmui'' e t needs'isseminatofesear'ch 
esults and suggestions egardingesearc emphasis, 2This 

report also helps to point .up.,the principal constraints that now~ 
existin agricultural research, 

. 

One of the principal continuing problems faced 
by the research organizationg is still one of lackof''adequate 
budget allocations. This is compounded,y thefa'ct'.ith4itfunds u­
budgeted are not always available when 'and where iieedied.,'The,
importance of timely availability of funds is inmediately, apparent
in times of sudden insect infestations or disease attacks affect­
ing key agricultural commoditiesrc­

4personnel 

Obtaining trained personnel is always a 
problem in research. Although the situation continues to improve
it is anticipated that shortages of trained personnel will continue 
to be a serious constraint for some time even though special
efforts are being made to meet the expanding need for trained4 

in the agricultural sector.71 

5i. 

-

-

S.. 

Simple resource limitations, dictate the need 
to take maximum advantage of agriculturial research work done in 
other countries. Much of the work: done. by the various centers 
in the international agricultural research ,network is of particular 
value here. That done at the International Center for Tropical . . 
Agriculture (( ' AT) in Colombia, which concentrates on production-
in the lowland tropics is especially important to the Dominican, 
Republic. Frequent contact with these centers on a continuing 
basis and a constant interchange of ideas, seed and plant 
material, etc., could assist materially in accelerating the - -

availability of better varietiesof rice, cassava,- fieldbie'ans, 
and corn. Cooperation with other countries,such as Puerto,Rico, 
Colombia, etc'., could provide similar benefits at a minim-losL. 

.. . 

,.,. 

r 

1/ William C. Kennard, Crops Research and Its Administration,....,'-' -

44 in the Dominican Republic, mimeo, 33 pages, USAID/DR' 
August 1975.'-

4,''" 

"" 
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:, :. a otsierabl oer:: i :i. 

i!!/,.~~ organization.asitac des ige -ttaejtecner xstntT:i!/u ~ he' Becausen' of the diversity of entties,involved and : 
, 

~ ci:.~sac,!P-orinpot:iagriculturalud~ilb a~ reslacn i.i
thehimportance of proper utilization of very
i~i~j,.;Ih..-. :xaddiio o the gopv nt f
siited
n e r e al cdprogram ofhre.ar' ,v tinancialia 
 . .-.
and technical resources, it is imperatije that procedures be
 
i' the. st possibe germas na nepaitecqes th ae yar.pa


developed that will achieve the greatest coordination'possible.
 

The program proposed in this report contemplates
considerable assistance designed to 
ease the constraints existent
 
in agricultural research.' 
Funds will be made available for an

expansion of the adaptive research program of SEA with special

emphasis on those commodities of greatest importance 
to small

farmers. 
 Increased cooperative arrangements with the various

International Research Centers 
(IRC's) will be utilized to bring
the best possible germ plasmj 
 and new techniques to the Dominican
 
Republic. 
 The number of field trials will be increased.
 
Increased coordination with extension and agricultural credit
agents and. the development, of production packages for selected ii 

i pcrops will be utilized to 
increase the dissemination of new
practices. The research activity will alsotbe more closely tied
to 
the soil survey and the seed multiplication and distributionV
elements in order to increase the accuracy and the availability

of research results, especially to small and medium farmers.,
 

b. Credit
 

Agricultural credit availability was con­sidered in the 1974 Agricultural" Sector AssessmentL to be one ofthe principal constraints to increased agriculiurtil piroducli on.
institutional credit was 
deemed to be In especilaLly short nupplyand allocations of institutional credit favored the more affluctg.borrowers. 
 Credit policies were not well articulated and credit
personnel were not adequately trained. 
 Credit deliverywas:

often untimely and allocations often were not related to stated
national priorities.
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;Th vlabtorl The major findings are . The -AfBan'k must acq remore4capital,' preferably through-longtermb . ssiai conceI 
interest rates sand reduce their short-term"'boerowiilfr the' -

Central Bank; 
the AgBank must reorganize traditional operatingi
patterns in order to be more responsive to increased'and increas-

-' 

ing numbers of small farmer borrowers;,the AgBank mnust have
Wgovernment 
 subsidy to cover continuing operational losses which


result from social developmental lending to the agricultural

sector, and, that 
an upward adjustment of interest'rates'is
 
necessary to offset the decapitalization of the AgBank due to
inflation and present negative interest rates.,These points are
 
consistent with present USAID advocacy for 
Lmpj'oving rural credit 
availability to small farmers. 

-" 

In 1974 and 1975, a number of actions werend

taken that were designed to overcome some of the problems
 
mentioned above. The amount of credit available to the agricul­tural sector increased substantially in 1974 over 1973. 
 Credit

availability increased from both commercial bank and institutional
 
sources. In the aggregate, credit also increased in both money

terms and in real terms 
(see Tables C, 2-2 and C,2-3 below).
Data available for the first 
three quarters indicate similar
 
increases in money 
terms can be expected'for 1975 
as.wlli. A 
significant amount of the additional institutional, credit avail­
able to* the sector results from Agricultural Sector Loan 027
 
signed October 16, 1974, (AID Loan 517-T-027) which added a 

total of RD$16,940,000 from AID and Dominican sourcep
;cultural for agri-
Il credit and credit distribution costs. An additional
RD$6,100,000 was programmed in that loan to 
expand agricultural 
input availability to small farmers. Agricultural-credit avail­
ability has been further augmented since 1973 by the infusion ,
of approximately RD$17,000,000 of I.D.B. funds through
PIDAGRO program. 

"he
 

:": " " !'< 'iAlthough considerably more credit6a beeniiii:;i 

available in bth money and real terms, it can be noted from 
Table C, 2-3 that the real credit available through'the Agri­
cultural Bank began to decline in 1972 when the inflation rate, .exceeded the interest rate for the first time in'many years ,Only significant additions 
tothe Bank's resources maintained:"t'he
 
level of credit availability and resulted in an 
apparent slight
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4 taf in-.. , . ,1 ...the present inflationary situationt- indicatef..a hat iI
 
present levels, contributes t
at 'to: graduhal decapitali.t ion of theBank. 

Two other factors were also mentioned b~y
Adams and Ladman as 
serious contributors 
to decapitalization.

One, the Agricultural Bank still has 
a problem with ui collectable
loans. In mid-1975 the Bank estimated that 10% of 
its total
loans were uncollectable (e.g., 
about one-third of their loans
due). Theserloans are principally held by personswho have
received land under the land reform program. 
 The second problem
is the price of consumer goods 
in the Dominican Republic.

SComputations
made from Central Bank fugures by Adams and Ladman
indicate the annual rate of change in consumer prices
for 1972, as 7.8%
15.1% for 1973 and 12.2%.for 1974. 
(The rate is
expected to be 16% or more in 1975.) 
 These figures tend to
understate the actual rate of increase in prices for inputs

purchased by farmers, particularly those which are
based. petroleum
Agricultural Bank calculations ( revious ly stated) show
that the index for some 
principal input.?. increased from 117'.3
in January 1974 to 201.9 in June 1975. "Although official
average figures 
show that in the aggregate credit to agriculture
has been increasing in real terms, the farmer's credit peso may

be smaller than indicated.
 

A definite commitment was made by.the GODRreach t'o­a greater number of small and medium farmers with credit
and other agricultural inputs. 
 The full amount of the funds
under AID Loan 027 is specifically directed at farmer loans of
RD$2,000 or less. 
 Funds under the PIDAGRO program are 
for, .oan.:
between RD$1,500 and RD$10,000. 
Under both programs- creditpolicies have been clearly articulated and w/dly pul.icizd. 

-op.
I/ cit.
 
2/ Includes fuel, 
fa- heias 
fertiIi zeir and seeds. 
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n ~~P roQrm~ n a concerted eft toAextensionagents with 
ge rdto

both. money, and'- te-c nology out ,t the smal<and medium farmer 1evet. In toa 
my ten37 qweps;>
 
"have 
 been"'added under Loan 027 'and 
an estzimated 40, under the "-PIDAGRO program. 
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Table II. C. 2-2 . 

Amount of Formal Agricultural CreditIn the Dominican Republic 
 1965-1974 by Sourca
 
Agr. Commercial 
 Finan-
Year Total Bankk/ Banks.E/ IDECOP./ DDFe/ cierasf/
 

(In Million Current RD$) fa/ 
 .
 

1965 62.0 56.6 5.4 
 A, 

1966 70.5 
 58.3 12.2
 

1967 71.7 
 57.8 13.3 
 .5 .1
 

1968 72.6 
 56.7 15.2 
 .5 .2
 

1969 71.2 
 57.8 12.7 
 .5 .2 
11970 78.4 61.2 15.5 
 1.3 .4
 

1971 81.6 62.7 16.2 1.4 
 ..
 

1972 82.7 
 58.7 21.1 
 1.5 .5 .9
 
1973 102.5 64.0 
 34.5 
 2.1 
 .8 

1974 130.0 76.6 - 46.9 2.1 1.6 2.8
 

a/ 
Credit figures are outstanding balar es 
at year end Informa
tion is not reported for La 0ficinae Desarrollo de la Comunidad (ODC). 'This institution has loaned small amounts toagriculture. orF the,period 19701972, a total of 
7.2

million was 
loan'ed to this sector by'0DC.CCJ'
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Central~&e; aepu DomiBoletia~ c nicr- Mensa DiC.ure971D;
Octubre-Dicebere 1974 

c/ Ban de- Reservas, Banco d'e Cr~dito'y A1horros, RoyalBank of
Canada, Bank of Nova Sco'tia,:Chase Manhattan, FirstNaoal
City ,Bank, Banco P'opular Dominicano, Bank of America.Soure: 
 Banco Central de la Repdblica Dominicana, Dic. 1971
Octubre-DiciLembre 1974. 


j 

d/ D.W. Adams and J.R. Ladman, "Assisting Rural Poor Through
Financial Market Activities in the Dominican Republic".
 

e/ Fundaci6n Dominicana de Desarrollo. 
Source: Fundaci6nDominicana de Desarrollo.o Boletin Estadistico, Vol. VI,No. 4, for all purposes during given year. 
Most loans were
for less than one year and most for agricultural purposes.
The percentage of loansogranted to farmers has 
increased
 
over the years from about 80 to 95 
percent.
 

f/ Compalla Financiera Dominicana. 
In addition, Corporaci6n
Financiera Asociada has made some 
small loans whose figures
 
are not included.
 

g/ The official exchange rate throughout 

-,: 

the period equalled-l 
 U.S. dollar for each $1 R.D. peso.
 

., {
 , '-: 
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'Fab 1e( 11, ,.C, '2- 3 

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

Agr. Conunercial 
 Finance­
/Year Total a Bank Banks IDECOOP DDF ran 

(Million Constant RD$ 1974 100) 

1965 94.6 
 86.4 8.2
 

1966 109.1 90.2 18.9
 

1967 108.8 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 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 l)ominlcan 
Repub lic". 
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The availability Ot additional funds and the 
increased number of coMpetent field 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 willl receive a significantly 

greater proportion of the agricuitural cicdit monies loaned by 

the Bank in 1975 than previously. Aere total loans will be made 

to small borrowers in 1.975 despite the need to increase average 

loan s ze due to the dramatic incroase in input prices since 
1973.1" (See Tables 11, C, 24 and 2-5 below.) 

Table I ..C 2 44 

Percent of MoneyM 1,tancd by Size of Ioan 
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 rhu 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 (RD$4,500). The, other is the 
inflation factor. Ho th of these are disncussed in the text 

above. 

Source: Agricul[ural Bank data.
 

i/ 	 The price index based on a group of key production inputs 

purchased by farmers increased from 117.3 in January 1974, 
to 201.9 in June 1975. Based on January [973 = 100. 
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Table ll, C, 2-5
 

Number of Loans Made by Size of Loan
 
First Nine 
 Estimated
 

1973 1974 Mos. of 1975 
 CY 1975 * 

RD$O 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 
 376 730 
 580 
 783
 

* Agricultural Bank estimate. 

Source: Agricultural Bank data.
 

Some evidence indicates that credit for the
 very small "farmer" 
may not be as much a constraint as formerly
believed. 
A field survey made in December 1974 indicates that

only a very small percentage whoof those small farmerssolicited credit in 1973-1974 did not receive any credit. Manydid not solicit credit because they concluded that they werelikely to get 

not
it. Still, a majority of those small farmers whodid not apply for credit did not do so because they felt thatthey did not need 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
 
H ec tares 

0 - 0.36 0.37 3.2
- 3.1 - 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 group 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. 
 In 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 markedly in the 
last two years. 
 Much of this improve­ment can 
be attributed 
to the addition of 
the large number of
additional field agents 
 the credit programs.
to This larger and
better trained staff has also been influential in directing more
of the credit for small 
and medium farmers to uses in line with

national production priorities.
 

interest 
rates for agricultural credit are
to 
12 percent. As previously stated, this is 
8
 

considerably below
the inflation rate, which had not exceeded 4.3.7, from i965-1971.Institutional 
interest 
rates (8 to 
 .0 percent) are 
traditionally
difficult 
to change evei in 
a highly inflationary economy. 
Many
argue that arc
W.erce 
 sound political and economic reasons 1o
subsidize credit 
for se leeted purposes. Adams and Ladman intheir report make a good case 
for giving serious consideration
to increasing interest 
rates. 
 They believe that 
increased
interest 
rates wit! 
 l.)help to increase mobilization of savingsby penittiln; pamcut of 
higher rates on 
savings, (2) reduce
erosion of the credi t portf)lio., 
 and (3) reduce the amount of

loan. funl.s demand ed b"y large 
borrowers and force them to make
more jtulicious 
 use ofI herrowed mon.y.
 

ihe 
Holben and Welhouse report/ 
 shows how
Central Bank policies 
to reduce reserve requirements and
provide special credit advances have 
provided a strong incentive
for commer ial banks to increase their 
loans and apparently have
led to a significant 
increase in 
the volume of such loans. 
 They
also point out the advantages of higher interest rates and show
how the 87, ceiling on the Agricultural Bank loans have made it
unprofitahle for 
that institution to 
accept time and saving
deposits 
or sell 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 effectivenss of credit at
the farm level. Even with the improvements that haveachieved to 
date credit availability is 
been 

still a erious colitrait 

I/ op. cit.
 
2/ op. cit.
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for many. When funds are available, accessability from a
 
geographic point of view is a serious 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. lert i lizer 

The unavailability of fertilizer to small
 
and medium farmers was identified as a major constraint in the
 
1974 Agricultural Sector Assessment. 
Inefficient distribution
 
and delivery systems as well as notably higher 
 prices both 
contributed to the problen of availability. Also, lack of 
knowledge concerning recommended use adversely affected demand, 
especially r.ysmall 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 ,-mall farmers.
 

Ln early 1975 the SEA, through USAID/DR, 
requested that the International Fertilizer Development Center 
(IFDC) and the Tennessee Valley Authority (TVA) survey the 
fertilizer situation, with emphasis on the efficiency of the 
fertilizer marketing system in servicing small farmers. The 
study,-i now in final draft, helps to identify specific
problems and recommends 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.
 

I/ J. Free, C. Kresge, T.H. Foster, the Dominican Republic
 
Fertilizer Situation, Draft Report, June 30, 1975,
 
Tennessee Valley Authority for USAID/DR.
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Since 1965, fertilizer use 
has increased significantly 
-- fromapproximately 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 as 
primary materials for blend­
ing or 
for direct application.
 

Sugar production still utilizes 55% offertilizers. allNost of the rest is used on crops that areexported or procossed. Rice, tobacco, peanuts, and tomatoesare important in this group. Very little fertilizer is used onfood crops for domestic consumption or by small farmers.
TVA reporti/ indicates Thethat the smaller one-third of all farmsin the Dominican Republic use only 1% or less of the fertilizer.Plantain is the highest fertilizer user among food crops,less than 10 of plantain production 
but 

was fertilized in 1974. 

The fertilizer distribution system appears
function reasonably towell for the commercial farmer group.Smaller or 
 Lss commercial farmers are inadequately served bythe system cr are not serviced at all. For a variety of 
reasons
(discussed later), 
service to the small users 
is not economical.
It was conecuded by J. Free, et. in TVAal. the report29/ thatthe non-usIage of fertilizer by the "non-connercialized farmersand the inadequate or total lack of service to these farmers byfertilizer distributors may, in fact, be a rational response ofboth distributors and farmers". 
may 

In the long run, this situationcorrect itself. In order to expedite solutiontion, however, funds were made 
of the situa­

available under AID Loan 027 forthe establishment of a ofnumber agricultural input distributioncenters. Five of these are just beginning operations and moreare 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 sharemarket about equally. 
the 

The present facilities of
blending plants appear 
the two
 

to 
be adequate to meet anticipated
demand. 
 Their capacity exceeds present use by about 
100%. Itis felt that present imports of 
finished materials, although
small, 
should be continued in order 
to maintain that element of
competition in the market place. 

The fertilizer marketing system, although
functioning with reasonable efficiency for the larger volumebuyer, still needs considerable adjustment to meet the needs ofthe small user. Presently delivery service is 
offered only to
buyers of 
one ton 
or more. 
 The smallest bag size available is
100 pounds. 
 Smaller bags and smaller minimums on delivery may
not be important to 
those farmers 

but 

presently using fertilizer,
these will certainly be necessary to encourage use by
smaller farmers, at 
least 
in the beginning. 
 It is difficult
service small tofarmers ly brealing 100 lb.
amounts primarily because 
bags to sell smaller
 

this presents 
the unscrupulous vendor
with the opportunity to dilute the fertilizer with inexpcnsivefiller and 
thus reduce its effectiveness.
 

This problem, which is
control, is very one aspect of quality
important 
to 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
are few documented cases 
in point, these general impressions
have been widespread in 
the Dominican Republic. 
The effect of
such beliefs 
is reduced acceptance by farmers, especially
smaller farmers. 
 The only effective 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 research co.(lucIlvcountry has too i lIeoften resulted in unusable, information. The TVAreport suggests that excessive variability of research results
may indicate inadequate design or poor control of variable
factors. 
 Fertilizer recommendations based upon inadequate
research often result in 
loss of confidence by the clientele

for whom the work was done. 
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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 equipment.
 

Laboratory results of the soil testing and
 
fertilizer reconnndation programn 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 recomendations. It is probable
that some technical assistance will be required to develop this 
capability.
 

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

In the more productive areas of the country,
much of- the land in cultivated crops is under irrigation. One 
of the main factors limiting crop response to fertilizer in
 
these 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 use.
 

Many specific recomnendations for improving
certain aspects of the fertilizer situation are included in the 
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TVA report _/ These art too numerous or too technicalinclude tohere. In substance, the report indicatesunavailability of fertilizer in 
that the
 

Lime 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 thequality of research and availability of technology to small
farmers wilt. increase in importance. 

The input distribution centers recentlyestablished with funds under AID Loan 027 offer 
one rational
means of suppl ing the needed inputs to small and medium
farmers. It is proposed to increase 
centers beyond 

the number of distributionthat envisioned in that loan by adding additionalfinancing for that purpose tnder this program.assure the availability In order to
of sound technical recommendationsfertili::.r foruse for principal crops in important soil and climateareas, additional funds will also be made availableresearch for increasedand soil fertility work. Thiscoordi nated with 

work will be closelyextension efforts. Also, it must be recognizedthat t-ertili::e r use is only ofone many practices involvedobtaining production increases. in 
Responses to fertilizerare often contingent upon the 

use 
use 

as well. 
of other improved practicesThis is especially pertinent in dealing with small
and medium farmers where the general use of these practicesis limited. The so-called "package" programthe minimal number 

approach involvingof improved practices necessary to achievethe desired response ma offer a more practical meansreaching ofthe very small irmer. Funds will be availablethis prol)posal to implemeoL a package program 
under
 

of limited size in
order to adequately test the effectiveness of this concept inthe Dominican situation. 
 If small farmers are to increasedemand theirfor fertilizer and other improved practices, they mustfirst be educated as to 
its value to them as 
a means 
of increas­ing their production and well-being. Reaching small and medium-


I/ op. cit.
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sized farmers in the Dominican Republic with new farm in put :';ttechnology is a formidable task for nthose charged with ethisrepnibility. For many small farmers, ho eer frizer 
offers one of the more important means to obtain si .ificant. .gnincreases in yields of his basic food crops. 

! j 

t at as e ntss a c ntont 0 ts t llzlir'o.. . . 

d. Seed and Plant Mterials 

High quality seed and plantRmaterials ofadapted varieties are an important ingredient to increased agri­cultural production by small and medium farmers. These are,among the most difficult to deliver on a timely basis,., The1974 Agricultural Sector Assessment stated that their unavail.ability was a constraint to increased income for the smallerfarmer. The lack of a seed certification law was mentioned inthat assessment as a constraint to the availability of improved'eeds. 

( '.' 

1.responsible

4in 
.4 
4s'affected 

tWI"t a s r 
" .. 

Since the 1974 Assessment the SEA and USAIDDRl tveo veedthe entire adaptive research -- seed multiplica­tion -- seed distribution system. This mechanism in theDominican Republic is a very complex one because it involvesa large number of different departments of the SEA. The 

there.areindiation proadutionar' 

Research Department of SEA has the responsibility for researchon all crops and( f thep of foundation seed andmaintenance' of foundation seed stocks. Within this department,the responsibility for research of the various crops is assignedto a numberof teams or sub-stations which funion at differentlevels of effectiveness. Apparently, requirements for improvedmaterials for coffee and tobacco are being fulfilled.- Rice isbeing met to a great extent (partly by the private sector), butthere are, indications that better varieties might be developed 
'with a.little additional effort. Requirements are not-beingmet in cacao because-of the cotnigneed to prdcehbridseedlings. Sugar is an exception, and is handled 1 nt rely by'hugrentities. In all' other cases, it is likelyL'tht.inadequate 'or insufficient research is at least partiall'y,for the constraint in this area., As, waIs_, entionedthe research section aboe YLa 'net to0f budget allocations'and releases to resear h,hv adverselyattempts to devlopsounld, ln-rag reeac4 Lprga j3 s 

:' 

5o.i 

V 

~~~~~~1~1 
?~I-I~'"' 55-'I 



The Seeds Department hof: led 

.... e.Inthe 

responsible for seed multiplication' c's s e.. proi.uction
and seed certification. Although a draft seedlaw hasb een 
written, it has not yet been enacted. Similarly,,no~present 
law permits SEA control of seed or nursery stocki producd in 
the country by the private sector. No seed certification program 
exsists and certification requirements have not yet been developed.
Importation of seed and plant material, however, is controlled 
and strictly enforced to pevent the introduction of new disease 
and insect problems, 

In the absence of an effective program of 
seed multiplication and distribution$ some private sector agri­
busines%have moved to fill the need. Producers of tomatoes,
cucumbers, okra, and other crops for processing or export use 
primarily imported seeds. Much peanut seed is also imported,
but much is also grown in-country by the private sector and with 
no SEA supervision of quality or control of varieties'. 

The Development Department of SEA has the 
responsibility for the promotion and distribution (to the public)
of all agricultural seeds and of some fruit and vegetable (such 
as cassava) plants or planting materials. In the cases of 
coffee, tobacco, rice, and cacao the distribution of available 
seed appears to be satisfactory. it is not known whether pro
motion and distribution would become limiting factors if sufficient 
amounts of improved seed and plant materials became available. 
Experience would indicate that this would become.a constraint,
however. At the present time, somewhat of a stalimate exists. 
No promotional campaign is informing producers of the varieties . 
that will produce better quality and higher yields because theaof 
seeds and plants are not available. And, no seeds and plants of 
these varieties are being produced because there is no demand . 

<1K 

SDespite less than optimum results fromresearch efforts and other important pro,,'s there are a largo
number of pieces.of a functional system in place Much a 

research has been done on a number of good vareL(ies i'n ,LheII( 
country. This can serve Ias a basic 'for,an ef fort tihiLW wlt 
yicld early results in some crops.. 'Almstalt vegtabi* ;eedsfor processed and export crops are ob 

Pa pa and',t 
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be for some Lime. Some of these are 
quite well adapted. A germ

plasm bank of improved varieties of citrus, mango, and avocado
exists in-country and these 
trees will soon be of 
sufficient
 
size to begin a grafting and distribution program. 
 Good 
varieties in 
some crops are completely laking. 
 he absence of
 
varietal and pest control 
research has 
caused serious problems
 
in others.
 

['he overall constcaint; i.e., the unavail­ability of improved varieties at th" farm 1evel, still exists. 
Also, there is 
still no sued certification 
law and no law for
the internal control of sued and plant material production anddistribution. Hlowever, because oj the many additional pieces ofknowlchdc that now exist, the base fer a meaningful, coordinated 
program is mucih broader tani t was in 1974. in addition, tie
SEA has indicated a strong desire 
to improve the seed and 
plant
 
materials proram.
 

Un d er the proposed Loan 1I program, funds are
allocated for an e:panded and concrutLed seed muitipiicatioi1 aneddistribution effort. 
 This wi-l) be close!y coordinated with theadaptive research program mentioned in "a' above. The distribu­
tion will be coordinated with the Inpt Distribut-ion Center:,

element of tihis program in order to, give small and medium farmersfirst priority in bunefitting From 
 hi:- effort. Cooperation in

the development of produclt [on packages will also le 1p to inr ease
the potential success A) that program. Maximum participation of
the private sector will be sought and encourag'ed. 

In order to achieve opt imum lresults Ill thedistril-tion ol agricultural inputs, the distribution o1 all
 
key inputs must he closely ,oordinated so t larlners reccivc
crilitL, t(,hnoo y, fertrilizcr, S:ee(s, power, e'c., when anid1
where u(ceed . It was mentioned earlier in this; paper that th 
greater imprk.ment in the level of [ivii"' and the greate,;
increase in income for the small farmer can com( through
increasing him level 
of production (productivity). Input

availability is 
a serious constraint that must be eliminated if
 
this is to be accomplished.
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4. Marketin& 

According to the 1974 Agricultural Sector Assess­
ment, weaknesses in this area 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 fer many products was indicative of a poorly functioning

agricultural marketing system. 
Since the extent to which a

producer mbili zes his toland and inputs create output depends
 
largely on the incentives he perceives in the market, the
 
instability and inadequacy 
 of market systems for farm products
 
represents a serious constraint to increasing food production
 
and farm income. 

Furthenrore, on the input side, existing conmmercial 
ma-HL, t sut ruetures for agricultural inputs are not adequately
 
serving Lhu and
l;nialI medium farmer-.. (This constraint is
 
addressed in greater detail under the 
 discussims pertaining to
 
inputs.
 

Since the A : i.cultura! Sector Assessment was
 
completed in early 1974, t:.re 
has been little change in the
 
methods and systems for marketing agricultural i-4puts and
 
agri. nitural products. 
 At that time, the SEA ,a USAID/DR h-. 
a lairly good understanding, fro, a macro point if view, of the 
marketing situation. Many of th more serious problems that 
were rucogni:cd th n hav,,e not changed. However, additional
 
'ifforts are bei '{, nade to develop aihe te:(,r understanding of 
those probtnems, in the conLext of the ovrall marketing situa-

Ln June 1973, the SEA (with financing through
AID Loan 027), signed a contract with the Inter-American 
Institute of Agricultural Sciences (I1CA). The purpose of the
 
project under this contract is to improve the quantiLy 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 are numerous. They can be grouped under five
 
headings, however, each 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 functions, organizational restructuring and the
 
personnel requirements of the Marketing Division of SEA.
 

b. To assist the Marketing Division of SEA, the 
Department for Special Studies of INESPRE'_) and CEDOPEX 2 / in 
describing and evaluating the methods and systems for the market­
ing of inputs and of agricultural products, including handling,
 
transport, storage, distribution and processing.
 

C . 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.
 

c. 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 

I/ Instituto de Estabilizaci6n de Precios (Price Stabilization 
Institute). 

2/ Centro Dominicano de [Promoci6n de Exportacjones (omnea 
Center for Promotion of Exports). 
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scheduled for completion in early 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 coffee. 

- An evaluation of the 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 awaitcompletion of all of the relevant surveys and 
studies. Available
information does, however, provide 
a general understanding of the
different systems that do exist, and it is clear thethat marklt­
ing system continues to constittc a constraint to I crea in ;

small farm productivity.
 

In the IICA study under 027,Loan priority
being given to those areas 
is
 

most closely related to the marketingof basic food crops and of other commodities most produced by
small and medium farmers. It is anticipated that 
the results of
work in 
these areas will be sufficient to provide more definitive
 program guidance prior to the preparation of the project paper.
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rural. development as it was previouis ly believed to': and it i's 
not addressed in ths.sprogram. 

However, enhancing the coiitribution of, 
land in increasing farm production- throughide its 
capabilities and improving its utilization i~;stan:objective of 
the landutilization activi aom a ctr 

infrstrctue dvelopment activities poposedV for SectorV Loan II
 
These activities are based on the findings tha moe efficient 
utilization of the land resources in the DominicanRepublic 
requires additional study in soils classification, soil fertility 

2< (including microlevel input recommendations), and.soil conserva-
Stion. 

Inputs. The model becomesmore complicated 
with respect to inputs. This aspect encompasses the availability, 
quality, and proper application of labor, seeds,, fertilizers and 
other chemicals, water, and technology. Credit usally tersi 

the equation at this point, since it may be necessary in order 
to acquire inputs. 

Studies show that an oversupplyof labor 
,"'Nists in rural areas. By intensifying the on-farm utilization 
o0 other inputs, the demand for0I1abor should increase.: Another 
productivity constraint is the quality of labor on farms, and 

it is proposed that this aspect be addressed through expanded 
activities in vocational education of farmers"and their families, 
arid through other extension methods. 

As discussed in earlier sections, the 

quality of seeds and plant materials commonly used in the 
Dominican Republic is generally low. that.-It has been foundh 
yields of many'basic small farm product's could be vastly 
increased through limited in-country adaptive research and 
close cooperation with various International Research Centers 
(particularly CIAT) that have ,developed improve'd t for 
soil and"climate similar eonditionsotftheDomin an 
Republic.''fMission studies have supported the imortance'of 
renewed efforts in thi's field,,'nd have suggestedmd'ia~fl ~ 
activities that are incorprtdi th loan. poga.. 

. 

j 

- i:. 

si 

V 
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Clearly,pimproving the quality :of. ed andplant materials should be backed up'by effortto nu their
'availability to farmer's through multiiJ 'ati dd 
activities and should'be tied to efforts-to extend techoly e 
to the microlevel, such as production packages, extension out­
reach, and vocational training'of'farmers -­ all addressed under 
the proposed hprogram. 

. 

Regardingfertilizers and other chemical 
inputs, it has been found that existing commercial distribution,; 
systems are inadequate to serve the non-commercial and small
farm needs. Study also suggests that access toe geededinputs in 
required quantities is now a greater constrint to the smallfarmer than lack of credit. Fertilizer use still offers an 
important means of increasing small farm production in the 
Dominican Republic. Increasing its availability through such 
means as input centers should be augmented and supported by the -4
extension of soil classification and production technology, as
proposed in the Loan program. 

4 

Recent studies show that land is being
placed under irrigation about as fast as the process is . ,
economically, practical, although production n numerous other 
areas could be improved by extending irrigation practices.
(Other international donors have been active in the expansionof irrigation in the Dominican Republic.) Most areas still
depend on seasonalj rainfall, and recent droughts suggest-that 
some manner .of storing such seasonal rainfall, for emergency orother uses should be considered for many of these areas. As one 
response, assistance to rural communities in promoting the.
construction of wells, small dams, and terraces is 'contemplated
under one element of the proposed loan. 

' 4 

Regarding techno.logy itself as an' input, 
several hota in the development of human. resources havi­
been identified, Although considerable progress has been madein this area by AID-supported programs -­ includingAID Loan4
027 -­ the proposed program enhvisions a refinement and expaIniou 
of related activities -­ both at the small farm level thrlougit
vocational education centers and at the professional 1l6vel 'to 

devlostffand curriculum necessary for the university lt~vei"" . 

.~ 

'9 
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--Itra~iningof- agriculturaL echicians', The GODR has exhibited

5~2~ K.<.the interest. and- 4ecessary. support to take over and excpand the
 

''he supplyr of mid-level extension technicians,j 

Studies inthe rural cre_4it<'and savings
field indicate an expandingideinand for, small faur'p~oduicfon 
credit, plus a need for extending credit facilities into:more 
rural areas , It~1s proposed that funds be made available to 
the Ag~ank tho4Vthe; SEA for operating costs to study the. 
expansion of rural credit and'to establish a pilotlrural credit 
program, possibly in conjunction with the farm :service center 
concept. '
 

-Incentives. 
 Incentives largely determine04
 
Vthe extent t!'which farmers mobilize land 'andavailable inputs,
 

to obtain production. 'Studies. in the Dominican Republic"

indicate that for small~ farmiy\s, the,,most ba--ic production4
 
incentive at the present tim'Umay be to feed one's family. To 
progress beyond that basic level, small farmers must be exposed 
to economic incenlives tha'' are' based on availability of pro'fit- K 
able markets. However, a~i,,previously discussed, many small 
farmers do not 'ILOW have access to viable markets. -

Inceatives are indirectly addressed under
 
proposed rural socio-economic development activities, which seek
 

Ito 
 promote rural industry and employment and imj'rove infrastructure,
 
with consequent increases in both local demand and access to
 
external demand for farm products. The marketing 'aspects of
 
production incentives are addressed in another element, 
as an 
integral part of the farm service center concept.. 

AUnderA Sect,4Lo a" a const ' A 

a sen s raints on 
small farm productivity were examinead within the miclrofr'amework 'AI,"7''of three very broad determinants ~of 'farm p'dd~n Recently l":'A ­

- A' developed informtion was..briefly discussed. in ,the context of '" 

rlarifying existing constraints 'for -the. small:'farme'r and-' " IigAi
sugestng emeialstrategie's for te onprogram.,- ,---- '--' 

A''. A~ A'A , , ... .UNCLASSIFIED ' 

A TT 64 

i V 1; 

7 



4' ~9 ~2 ~ > 4. %,v, 

UNCLASSIFIED 

From a macroviewpoint, however,. it is clear--~4t.2 
exam~~
liningus ±ceties equation, alt'hough.,helpfu1 -in 

9 

e~~min~g mall farm production consra'nts exld8btth'4~-~--.~~ landless, farm laborer C27" sand the broae eecoriudes of agri.....
culture. 

is unfortunate that information on
-- - ---. landless subsector 
-It 

of the rural economy the------­
is so 9limited but ,thenature of its existence makes the group difficult to reach
)through normal survey or
that th~ere census methods. It"I'as, been estimated
are 100,000 landless 
farm laborers,~representing


approximately 700,000 rural dwellers. 
 Little else is known, but
it is believed that unemployment is high, income and nutrition
492 --- -generally 
 low, and rural-urban migration~high, especially among
young adults.
 

The production oriented elements of the
proposed Loan program can offer this subsector basically

-indirect 
 or 
secondary benefits through increased employment
opportunities and rural food supplies. 
 However, 
the fourth 


2
loan element, Rural Socio-Economic D~velopment,,was developed

with these rural dwellers -specifically in mind.
activities under that element arc ..2Proposeddesigned to improve rural
life and provide individual and group opportunities through~
ene9in institutional frameworks to serve rura 

, 

ar ug.
 

A rexamiatio 19 74ofthe .sector' Assessmentplus interim discussions with GODR officials and USAID consult-

$
ants, has suggested that a major constraint to pors


development of the sector is 
h
 

'the 
lack of an integrated planning
body with data generation and analysis capabilitis, capacity2
for information storage anld realad 2, 
a sectoral role in2
poiycoordination in agiutr.Sectoral coordination o
.224agricultural 
 programs 
has been hamp'ered by th'2ac
2 sis tent statistical data (a co s r i t w i h is o 

oc­
i i i h n
butst ll 
 criica± importance asducf-ionsu L Ihel'USAI i,1D itycotne i9d a m-r -4
and epnds)a 
 and awide ,overna'ffunctions and,responsibility among9 the several 

' 
public-$ifis24"~tions 
 292 involved in agricuture.22 

24 
 92>A 
 si~j~,', 
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In addition 1o secLoral planning,entL 01 Lill information 	 the develop­center ior agricultural productiontrade 	 anddata, census statistics, technological documents,surveys, 	 resourceand 	 general agricultura publicationsI 	 is envisioneda necessary 	 ascomponent of the proposed )lanning, coordination,
anid 	 eva lta~tiol concept. 

C.	 Loan I1 talWework 

The 	 resultscontinued 	 of >ission experiencestudy of development constraints and 
in agriculturebeen analyzed 	 havein the context of id'ntLifiying, strategy implicationsfor 	duvu lopinent efforts. TKii( progran implicationsanalysis have 	 of thatbeen linked Lo the constraLnts a]ready noted and 	 tothe 	 ellal- ed data base. 

The 	 broad implicatiotns of thisbeen inLerprutud 	 analysis haveto suggest and 
based on 

support a sectoral approachfour major program chtments which address theconstraints 	 majorand 	 are based on sound methodologyevaluation. 	 and intensiveIn general terms, the proposed program is composedof the fol [owing elements and activities. 

1. 	AGRICULTURAL SECTORPLANNING, 
COORDINATION, AND 	 EVALUATION 

A. 	 Sector Economilic Analysis
B. 	 Data Collection/Evaluation Center 

II. 	 SMALL FAIM PRODUCTION SUPPORT 

A. 
 Land Utilization
 
B. 	 ProducLion Technology Development

(including research, seed and plant
materials, and 	 production packages)

C. 	 Transfer and Utilization of
 
Production Technology
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III. FARM SERV ICE SYS'TMS 

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

IV. RURAL SOCIO-ECONOIIC DEVELOPMENT 

A. SEA Rural Area Agents Program
B. Rural Infrastructure Developnent
C. 
Small Scale Agri-Business Develop­

men t 

These activities are described in detail in
the following section.
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III. PROGRAMe n
DESCRIPTION
 

A. Program Goal.:Purpose, Design and Target Grout)
 

The basic Program Sector goal remains as setforth.in
theoriginal Project Review Proposal (PRP), ie.,
t o improve the
standard of living of the rural poor, with emphaslis on~ the small
farmer. 
 This directly supports 
a series of qualitative and
quantitative goals 
set by the, Secretariat of.Agriculture to be
achieved by 1980. 
 These goals were identified and evaluated in
the 1974 Agricultural Sector Assessment and were further discussed
in Part II of this Interim Report.
 

The project purpose, while similar to that cited in
the PRP, has been modified somewhat as a consequence of experience
and study and is now defined as: 
 "To increase food production,
agricultural productivity, employment and income among the least
advantaged groups of the rural population." This change from
the previous focus with somewhat heavier emphasis
building is on institution
a more ambitious step in terms of verifiable
quantification of end of project status, given the 
three year­operationaL period of the Loan. 
This change was based on two
fundamental considerations: 
 (1) Rather than put predominant
effort and time and resources 
into measuring and evaluating an
intermediate objective (e.g., 
institution building) leading 
to
the desired results 
(e.g., the revised purpose), efforts might
better 
bespent in evaluating the direct effect on the 
target
 
group. 
This approach has the advantageof focusing more
directly and immediately on what exactly it is wished to achieve;

(2) Given the progress achieved under Ag Sector Loan I, current

grant-financed activities 'and the 
 i a "tional ss
sector
planning activity proposedunder Ag Sector Loan LI 
 should enable
the GODR to have the statistical and analytical capability to
set goals, record increases in production,,productivity

employment and income within the 
target,,group and to'quantify

and evaluate progress during framethe time of Ag Sector LoanIl. The: quantitative indicators to ,)be employed diiOUd, by LI,end of Loan II, be of sufficienL accuracypolicies, direction and degree toI1Qar y stIggetI HICof uprogrss,uLcwrds-pla ed 

Progrmobjectives. (Part Iof tha more
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detailed description of current sector planning activities that 

will contribute to the GODR's evaluation capacity.) 

Implicit in the Program design is the assumption that 

the planned insti t': tion building activities will lead to and brin::, 
about the stated 1,,:rpose. At the project output level, the 
magnitude of output indicators can easily be identified in 

relation to the programmatic structure, i.e., the four basic 

elements around which all planned activities are clustered. 
This logical, sequential grouping will facilitate evaluation of 
the many distinct, yet integrated, activitios and subactivities 
under the Program. The four principal output indi ators, which 
the Mission will attempt to quantify in the Project Paper, are: 

I. A competent, effective agricultural sector 

planning, coordiniation and evaluation organization within the 

Secretariat of AgriculturL. 

2. A small farm production supporL system which will
 

provide the technological, production and educational services
 
required.
 

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

4. A rural, socio-economic planning and implementa­
tion capability within the Secretariat of Agriculture that can
 

operaLe a l imraited but effective rural development Program.
 

The Program's composite target group is made up of
 

almost 400,000 rural famnilies and is represented by the
 
following subgroups:
 

. 248,000 small farmers with more timan .51 he t are:;
 

but less than 50 hectares.
 

2. 50,000 microfarmers with less than .5 hectares. 

3. 100,000 landless farm laborers.
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It so l e ntdta too h u rga 

rare
designed to assist primarily the bottom
 
threqartews of the subgroup number 1, thereby directly
 
favoring th~e small, opposed to the medium size farmner, The
 
"Rural Socio-Economic Development Program!' el.ement will
 
directly assist the subgroups 2. and 3., i.e., the 50,000 micro
 
farmers and the 100,000 landless rural persons. The "Sector
 
Plniog, Coordination, and Evaluation" element, while benefiting
 
the agricultural sector as a whole, will give emphasis to
 
programs beneficially affecting the rural poor and the small
 
farmer. Given the nature of Dominican~ policy making, the most
 
viable way to influencing a reater allocation of resources',
 
towards the lowest segments of the Dominican society is to +improve agricultural planning capability.+L +(See-PartII for full.. i+LI
 
discussion,)
 

The Mission has not yet completed the log frame matrix 
but the outlines are beginning to take shape. 

B. 	 Program Elements 

1. 	Agricultural Sector Planning, Coordination, 'and
 
Evaluation
 

As 'discussedin Section II of this report, the 
development of an even more effective agricultural sector plan­
ning, !coordination, and evaluation unit -- designed to gather 
and analyze data, provide policy recommendations to decision­
makers, and assist in the coordination and evaluation of 
programs .. is essential to, more effective sectoral development. 

Recognizing the importance of havinga strong and 
efficient sector-wide plain ing unit, SEA is In Lthprocessa of' 
reorganizing its operational and planning sLrucLurv. WPthiln tLu 
new organizational arrangement a Technical Sub-Scer('LarI~aL (d 
Agricultural Sector Planning'is to be created. It will omlisl 
of three' operational components: Programming and Externial 
Resources, which will be responsiblefor 	 foordinat 

financing and administering such funds,~ onc btairhed -Planning -

Department wiLh bet~dui-wide responsiblity; and a Stati ,tical ' 
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an~d Comiputer Information utnit. which will, form, a centralized 
agricultural data collect1ion'and dissemiLnation center. Agric'ul
Cure Sector Loan Il will support the latter Vw activities. 

4,a. Sector Analysis and Planning ($1,205,009) 

-

The Program seeks to strengthen SEA's Department 
of Planning in support of SKAe-current rpr'anizattqn effort and 
to assist it in adequately meeting thje demaods of Bector-wide 
planning. The sector analysis portion of this effort is designed
not only as .ameans to provide adequate data and pertinent infoma­
tion for planning, but also as a means systmatically to test the 
sectoral impact of various planning concepts and policy alternl­
atives, 

With respect to planning, the Loan Program, as 
presently envisaged, will finance the costs of new personnel, 
as well as the additional salary costs of present personnel whose 
positions will be expanded in scope. Both local and overseas 
training is contemplated for present as well as new personnel in 
order to provide the necessary expertise for sector-wide plan­
ning. Additionally, some office eequipment and supplies andi a 
[ILinited number of vehicles will be purchased. Technical aSist­
ance will be provided during the life of the Program.,- An in, . ... 

Aintegrally-related feature of this Program,the sector analysis component, is already being fi'nanced in 

..... 
' :i 

part by AID grant funding. This activity is de eaignedto collect 
the reliable farm-level data necessary for more effective 
sectoral planning. Information obtained through surveys and 
other means will be computerized and later utilized in the 
sectoral planning process. This continuing systematic approach, . 
should provide a more rational means for sound policy and 
Program decisions. 

, -: 

The following expenditures are 
considered. for financing under 'this activity: 

currently being 

'4 NCLASIFIED 
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Table III- 1
 

Personnel 
 $ 395,000
 

Equipment 
 12,000
 

Vehicles 
 26,000
 

Sector Analysis - Survey 55,000
 

Computer Time 79,000
 

Technical .Assistance 
 100,000
 

IRC Li nkages 321,000
 

Training 
 217,000
 

Total 
 $1,205,000
 

b. Data Collection/Evaluation Center 
( 795,000)
 

An Of ecLive systen for collection, storage

and retrieval of agricultural does not
data presently exist in
the Domnin ican Republic. Instead, individual agenc ies working
within tih at rict lttaral r :ctor maintain their own information
 
svs tems The ar not 
 organiZed [or optimum effectiveness 
withi a:,encse. Systens 11sd by' one aency are usual ly
iocompaiti.blc with :;tyv;teems byused other agehlei('. Iata proces;­
ttg and ana y,'s in agriculture i.,;presently limited. Bot tI,­

it.t.: caused by hle lack ol capacity for ,.cyuncLuuJng card' 
ve-r Lficatimn, and plusdata storage,, incompatible data sy;t oms 
and unsophi :Licated processing techniques require extensive 
nanual 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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bodscale information system, whcuig"more adane
 
mechanical forms of data storage and retrieval., and couipled
with a two way process of commuunication and dissemntion would
estabiish a flow of planning for farmers, teehnlicians;, and
 
decision-makers".
 

As previously mentioned, SEA has recentlyestablished a Department of Statistics and Computer Information,
which will direct and coordinate the Computer Center and Data
Bank/Information units. Loan Program 
upport for this newly-
organized department is based on 
-f 

the premises that: 
 (1)Reliable
data on many specific facets of the agricultural sector 
in the
 
Dominican Republic are available, but often in incompatible forms.
or 
in forms difficult to retrieve; (2) general data useful 
to
individuals or institutions within the Dominican agricultural
sector exist, but are not readily available to them; and(3) there is both need and demand for these data;and related
 
data services. 
There is evidence to support all these premises.
 

As 
a first step towards eliminating existing
constraints, a reorganization of the Computer Center will be

undertaken by SEA, including the separation of services offered
by the Center for tabulations, tallies, and accounting activities
from those of economic analysis and storage. Additional staff
and new and different positions will be required. 
 The existin
computer system will be expanded by exchanging the present disk
units for 
larger sizes, improving data storage capacity and 

"
 
doubling the memory capacity of the computer in order to 


. .' 

run
more complicated programs. 
 Other ancillary equipment and physical
facilities will be provided in support of this effort. 
 Tech­
niciansill.1 be trained in the ominicani Republ andabroad, ~ 7- : V.]: 

simlatonmethods. 
 Finally, necessary technical assistance
 
will be provided.
 

With respect to written materiall'a ational 
documentation center will be maintainedwithin SEA whichwill,

include a book depository, seminar room, office and work room,
as well as adequate storage center. 
 Staff personnelselected
for this activity will 
 i
adequately manage this uit.' The u'nit will have a di~et 

* ,..._
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linkage with the Data Bank in that the latter will furnish aconsiderable mount of raw information for tabulation and process­
ing.
 

in addition to the development of the DataBank and Documentation Center, a mechanism for the dissemination 
of materiabs gathered is contemplatwd in order to ensure that

such informat i un wi l reach the widest possible audience for
which it is ;-l.us Se,veral alternative approaches have been
 
suggested, such 
 a; Ith creation of reading rooms at each of the
 
seven e-c i
i., At'l.ices, wheore, in toaddition exchanging
in format ion with SE'A's Cent ral ized Documeutat on Center, Lech­
nical rcportts and data pertaining to the regi.m will be
 
maitni ci tot use 
 by local teclinicians and the general 
public.

Such an atp:rOaCh would also lacili,tate ite ex:,eocution of regional
 
planni.ng 
and evaluat on activities carried out 
througih t he
 
Regi ona l Coordinat ion I)ivision of the 
 Plbann:ing Department.
 

in order to achieve effectively the collection,
"nalysis, storac , reLrieval and distribution ril agricultural

informatiot, it is 
toreseen that this activity will be closely

coordinated with Plan ACRINTER activities currently being

developed by SEA with technical assistance provided by 
the Inter-

American insti tu t for Agricultural Sciences 
(ICA). Under this

Plan, SEA will 
invet ttory published and unpublished materia]s

related to agricul ,hre,
initrc!uce data processing procedures

into SEA's Computer Center 
an design a system to 
catalogue,

sMore and di ss cm nate information by user inLerest 
categories.

Such cottipl tnetitmcarv art willvi t ies enhance SEA's capacity to 
serve lie ;gricul tttr:il ,secLor, and, in particular, the stmall
farmer, by lro'iding more prpctisc hase-Iino d;,tLa on whicih lo 
bhae policy and progranliaL i c dcisiotiS. 

The following areas arc being considered Ior 
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 Suppor
 

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 mst be 
provided the small and medium farmer 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 Lo raising the low diet 
 levels of poor Dominican
 
families. Accordingly, an integrated approach, including
 
improvd land utilization, improved tcclin0logy, and acCSto
 
th, nc :;s;aiv i nputs and a fa Ir 
 n arkt ii unecded In ordeI- I 
met th two-1oLd goals of higher production and social cquiLy
within the target group. It is this approach that the ODR and 
the USAID have adopted in considering our mutual strategy.
 

a. 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 ad 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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product ivi t, however, is Lhe lack of more spec ificdata on fie Id-levelsoil types and soil 
capability. 
Such information is
vital 
in order to provide a sound base 
for cropping and 
fertilizer
recounendatiuns, which, in turn, are essential to persuade smalland medium fanners to accept 
reconmendations based
teclmology. on advanced
This information 
is also necessary to 
the develop­ment of technology "packages" 
for principal the
crops grown by 

target group.
 

A detailed soil 
survey of
complcted hy the 
the Cibao Valley wasFAO in 1974. This has 
proven 
to be very useful.
It included a relatively few large areas of 
land outside
Cibao thewhich also have a high potential for intensive cultivation.A limited amount 
of survey work is 
continuing at
is progressing slowly because of lack of 

present, but 
funds.
that It is important
this work Le accelerated in 
those priority areas 
outside
the Cibao Va[[c v with high productivity potential, particularly
since virtuaIly all 
of these lands 
suitable for intensive croppingare now held by small and medium farmers. 

The land constraint continues
menLt oc to force settle­usv of more of the mountainous 
terrain of 
the country
For agriculture. 
 As mentioned earlier, 
this is causing serious

problems oF 
soil e rosion esrpeciallv in the watersheds of
the ruserye ir some ofwh ich store watur for irrigation. 
 The conservation
aspee ts of thi s situation are complicated by 
the 
social constraints
tat preveit tie ofuse straigiht forward standard conservationsolution in areas heavily settled by small farmers. 
 The Govern­taunt is reluctant to 
forcibly remove squat-ters from the lands
 
they have occupied.
 

Under this 
Land Utilization element
Program, three priority areas have been chosen 
of the Loan
 

for attention:
 

1) An expansion of detailed soil survey work
to approximately 21,000 hectares of 
land in
Maguana valley, in 
the San Juan de lathe Azua plains, 
and along the Atlantic coast.
All are 
suitable for intensive agricultural production.
envisaged that one It is
existing soils laboratory will be expanded
under 
this acLivity. Agricultural inputs in 
the form of seed,
fertilizer, pesticides, etc., 
will be considered for funding,
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as we1l as- some hand too Is, ,ther special ized equipnent and 
vehicles. A limited number of additional personnel 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 areas. Approximately L70 field trials using various 
varieties of seeds, as well as different fertilizer mixes, will 
be undertaken to assist in the correlation of fertilizer recom­
mendaLions. Info nnation thus obtained will increase SEA 
capability to develop cropping and fertilizer recommendations 
and production packages for small farmers. It is envisaged 
that a limited number of additional personnel will be funded 
under this activity as well as agricultural inputs, some 
specia lized equi.pment, hand tools and vehicles, books and maps, 
as well as limited short-trml training and technical assistance. 

3) A sLudy of all aspet s o f the complex 

soil conservation roblems that exist in a number of selectedp 
areas. !ba;e d on the i n formalion obtained, field studies or 
pi lot projects Lo Lest possible solutions to the problem will 
be carried out in some of these areas. At p:esent, funding, is 
being considered for some additional technical as well as 
unskilled personnel, a small, combination administration/ 
laboratory field builIding, short- term training, technical 
assisLance, as well as some equipment, vehicles, printed 
materials, etc. 

The first two areas of activity are closely 
related with the adaptive research work discussed under Section 
b, Producti.on Technology Development, which, in turn, is 
integra.lly related to the Seed and Plant as well as Specific 
Productin activities, It is anticipated that the Land Utiliza­
tion act;vity will he administered by SEA's Division of Iesearch 
and E:-:ter ion. 

The following caLegories ol e;pl',h Illurei; are 
expected to be financed under this activity witlhin the ihre 

year time framework of the Loan Program: 
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Table III - 3 

Construction and Remodeling $ 35,000 

Equipment 288,000 

Vehicles (including maintenance) 125,000 

Inputs (seeds, trees, Oerti.izer, etc.) 238,000 

Miscellaneous(matcrials, maps, books, 
office supplies, etc.) 180,000 

Personnel 457,000 

Training 50,000 

Short-Term Technical Assistance 35,000 

Total $1,408,000 

b. Production Technology Development (Q8,500,000) 

Mile poor nit rition a;nd lack of an adequate 
income undoubtedly affect ti.c sma1 farmers' ability to produce, 
the unavailability, in time and plac of need, of the requisites 
(or inputs) of improved product ion i.,probably the principal 
constraint to achieving increased productivity. The evidence 
tends to siioi., I owevcr, tha, small and medium farmers awareare 
ot te vatu- o! many improved production practices and would be 
wil lin; to use them if tLhe, were madt avi lable. 

An importat Lnput in IIk. plnductlion of any 
agricuLturaI comnodity is ti selection "I tH right varty; 
i.e., one adapted to the soil and climat t )o tie, area if) 
question. This can only be assured througlh tie use of good 
quality seed and plant material of varieties adapted to the 
specific area through careful research an& trial. For many
 
crops, including many of those applicable to intensive agriculture,
 

UNCLASSIFIED 

III - 11 



UNClASS I F IIED
 

adaptive research 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 systems that make it available
 
to 
the small producer.
 

In order to 
help increase the availability of
high quality seed and plant materials of 
improred 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, kesearch 

The SEA's adaptive research efforts will
be expanded and special mphas is will

the 

he given to obtaining forDominican Republic the bes t possibleigerm plasm forhigh priori-ty crops solo ctud under 
the 

this activity.
richl trials wilt he The number ofincreased considerably 
 In order to affect
such changes, it 
is expected that 
numerous cooperative contracts
will he 
developed with the various International Research
Centers (IRC's) 
 such as IRR I, CIAT, and CIMMYT. The research
envisi.oned under this activity would include the adaptation of
new varieties and new technology presently existing elsewhere,if deemed appropriate 
to the 
Dominican environment.
activity will This
he close lv coordinated with the soil fertility
trials mentioned under 
the Land Utilization activity, 
as well
with as
the Seed and Plant Multiplication/Distribution 

activity.
 

The selection of crops
attention for prioriLyunder the Adaptive Research program willwith be consistentthe I aL s and objoectives of the Program in that emphasiswi I I be given to tih, 'L crops of. most importance to tHi smal Imedium farmer. Althougli this selection 
and 

has not been f Wedizc, 
prseL Ly under cOlnnidsiatioi are rice,corn, and selected vegetables. beans, cassava, plantalain,Some flexibilily will Ie ial talted
in this activity to 
permit adjustments that 
are expected to
required be
as more data become available on small
or as farmer marketing
new research and technology indicates that changes in
production mix would benefit small farmers. 

the
 
This flexibility
 

L'NCLASSIFIED
 

III - 12
 



--

UNCLASSIFIED
 

will be extended to permit the inteuduction (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 vehicles will be included, as well
 
as inputs, additional 
personnel, training and technical assistance.
 

The following expenditures are expected

to be financed this
under activitv over Lhe life of the Program: 

Table 11 - 4 

Construction and Land Adquisition 
Rice Substation 


$ 70,000
 

Equ ipmen L 
175,000
 

Vehicles 
91,000 

Inputs -- fertilizer, seeds, plants, etc. 279,000
 

Materials -- books, office supplies,

research, etc. 185,000 

ersonne 1 549,000 

Training 
91,00() 

Short-Term Technical Assistance 
 40,000
 

IRC Linkages 

230,000
 

Total $1, 710,000 
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; : .,:qunttis 1ani~f.n a ror 

'_Theisackpo aequat,,tend r 
The o~1~f seed andt mutiplicatsee and 

pu f mayr ps-o l o -e...plant materials in the Dominican Republic poses a seris . .. ...... 

the properseed andplant at Mtiasl ' !4r~ip litiind i 
constraint to higher agricultural'production. There presently 
is no organization, public or private, which tprduti es certified i:( . 
seed in sufficient quantities toomt the natioghIs current needs, 
much less its projected future demand. Further, imported seed 
and plant material cannot always be obtained in sufficient 
quantities and often are'not appropriate for use within the 
Dominican environment. This situation obviously hampers efforts 
to stimulate higher production since it is estimated that with 
the proper seed and plant materials, plus proper input use and 

Cultural practices, output of many cropsvlcould double. 

This proposed activity will endeavor to 
institutionalize the process of seed and plant multiplication and 
distribution in order to create a capacity within the Dominican 
Republic to produce sufficient quantities of high quality 
varieties of seeds and plants which have proven to be superior
in terms~ of yield and disease resistance, and to distribute 
these to small farmers. This process is a logical extension of 
the Adaptive Research activity described above. It also relates 
to the Specific Production Packages activity discussed in "Y.. , 
below, and will provide one of the most vital input linkages in 
improving farm production. 

It is important to note, however, that 
from the standpoint of timing, the initiation of this activity
will not be entirely dependent uponl the progrvss of tlu Adaptive
Research activity. Improved varieties, I.c., 1iowtc wlitli lnrv 
superior to types currently used by mosL smnall aiid 1inedIU1n' IAi,1ut
already exist for most crops, and the propagation anid distribu -
tion of such varieties can begin immediately, while research and 
adaptation trials can simultaneously continue, to seek even be.ter 

* results. 

It is envisioned that this activity will 
be carried out through a.coopera~ive arrangement bet-46 n SE.A's 
Seed unit (within the Division of Research) an'd ,private producers. 
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price. , Alteag to iaue tee ioduatizn a t t pesentanicipated that ~Arevolving fund would b6 creae toPixc 
y 

bopth the production and marketing aspects of selected see4 and
plant"'materialg, Under~such an arrangement SFA I'ouIld provide 
" 

initial production financing to producers, and later purchase

their output. Such materials could thenb 
e sold through the,

chain of SEA input stores, and some portion of the proceede. and

the loans repaid by producers would be returned to the revolving

fund to be applied to finance future seed production and market­
ing activities. Seed and plant producers would be free to sell .

their surplus production through private channels. . . ....
 

Initially, a number of varieties of seed
and plant stocks will have to be imported. It is anticipated

that refrigerated storage facilities and handling equipment will
be needed in order to efficiently store and process the materials
under the Program. Additional training and personnel support
costs will be included, as well as limited technical assistance.
 
The range of specific crops whichwill receive attention has not
 
yet been determined. Initial 
..i..dications are 
that rice, corn,
beans, plantains, and cassava will probably be included, since 
a preponderance of small farmers cultivate one or more of these 
crops, and since most rural dwellers depend on them for food.

However, it will be necessary to maintain considerable

flexibility within this 
area in order to respond to such variables'
 
as 
small farmer acceptance or rejection, development of new
 
varieties, and chianging market opportunitiesa.
 

The following activiLics ac being cot­
sidered for funding over the three-year life of the Program: : 
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Table III - 5 

Revo ing Fund 
 $4,869,000
 

Initial Plant and Seed Material 
 1,070,000
 

Equipment and Facilities 
 250,000
 

Personnel 

361,000
 

Training 

50,000
 

Short-Term Technical Assistance 
 !0,000
 

Total 
 $6,610,000
 

3) Specific Production Packages
 

As more improved varieties of seed and
plant materials become available 
for distribution, it 
is
 
anticipated that 
a considerable effort will 
be required to

bring about the acceptance if these 
new inputs by 
the small farmer.

Accordilly, ox:tension-typo promotion pro!,rams will be required

to demonstrate the greater value of new varieties.
 

lnder this proposed activity, after
priority crops and areas have been 
selected for attention,

crop-specific "packag e" programs will be doveloped, including
the necessary inputs, educational materials and 
technical assist­ance. It is envisaged that this undertaking, which will be
 
administered through SEA, will be 
implemented largely with exist­ing personnel and will 
be closely coordinated with the adaptive

research, vocational education, and farm service system concepts

being developed under this 
P'rogram, 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 areas o production, i.e., rice, beans, yucca, plantains,
 

and vegetables, will be emphasized, with a Dominican chief
 

Approximately six
agronomist in charge of each crop program. 


major regional mtetings 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 Che interim periods, the agronomists in
 

charge 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 he tied closcly to the Sector Planning element of the Loan 

Program in that they will benefit from a more highly organized and 

action-ori .nted decision making process within the sector. The 

greatest potential benefit, however, will occur as a result of 

having established further coordinaution and improved working 

relationships among. the various institutions concerned with
 

research and out -cach within the agricultural sector and
 

particularly within the SEA. 

The estimated expenditures to be financed
 

under this activity are the fol lowing:
 

Table III - 6
 

Personnel Costs 	 $108,000
 

Training and Travel Costs for
 

Participant 26,000
 

Demonstration Materials, 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 drainagt 
and irrigation
 

practices;
 

- soil conservation practices; 

- farm organizat io:, aid budgeting; and, 

- use of agricul tural cce(,tit. 

Based on the existing farmer training

centers, the basic operational work plan 
 for each 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 each training center, based on 
a preliminary selection of farmer 
participants. 

b) Appcoximately 6 hectares of agricultural
land for teaching and demonstration purposes should be obtained
 
for each center. 

c) Four instructors and one coordinator
should be provided for each 400 farmers to be trained. 
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d) The

generally as follows: 

training program should be organized 

- 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 follow-up field work from
 
center staff.
 

e) 
A total of 45 practical courses
eight subject matter areas will be 
in
 

given at 
a center during one
year's operation. 
Course subjects will 
include beans 
(13
courses); 
corn, cassava, 
and rice 
(8 courses each); peanuts,
sweet potatoes, and plantain (I course each); 
and beef cattle
 
(5 courses).
 

f) Specia iZ;ed inst ruction will also beprovided in thc production of soybeans, pidgeon peas, Irishpotatoes, vegetables, bees, poultry, swine, goats, and rabbits. 

g) Follow-up activitiesstaffs by the centerwill incude individual farm visits, demonstrations,
workshops, visits to experiment stations, and other training. 

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

- 1/2 own their land; 

- 3/4 work on less than 3.1 hectares;
 

- 3/4 are literat";
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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 HI - 7 

Continued Financing of Existing
Centers 


$1,457,000
 

Establish New Centers 969,000 

Personnel/Training 
616,000 

Short-Term Technical Assistance 48,000 

Total $3,090,000 

2) Professional Education
 

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

Under the first loan, due to the long-L ,ninature of academic training, it was originally planned to provide
the additional resources 
needed to complete this activity from

Ag Sector Loan II. Furthermore, a detailed study completed in
 

UNCLASSIFIED
 

III - 21
 



UNCLASSIFIED
 

1975- / first discussed in Part 11, documented that the 
constraint imposed by the shortage of professional level tech­
nicians is more severe than first estimated 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
 
subacti viLy, will b responsible for the overall planning and
 

implementation of the Program. 

Subjcet matter areas now identified for 
support ,ndL r t h proposed loan are spec if ied below, by school. 
Quantitative output goals are given where possible. For 
purposes of illustration, ,xamples arc given ifh, orientation 
of such iosLruCtion, cr of supportive activities the participating 
universities are expectedto carry out in conjunction with these 
new curricula. 

a) 	Universidad Cat6lica Hadre v Maestra/ 
Instit uto Snip rior de Agricultura 
(aUCrn / ISA) 

- Lirm Management. (I)ouble 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 research into farm practices. 

1/ 	I. Asm6n, '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 Aut6noma de 
Santo Domingo
 
(UA SD) 

- Fisheries. Strengthen discipline

UASD especially 

at
 
as concerns freshwater fisheries. 

- Veterinary Medicine. (Double presentstudent output.) Develop capability to grant graduate degree. 

Program financing will be made available forlimited operational support sta, training (academic, short
 courses, and observational), procurement 
 of critical equipment
and materials, external technical assistance, and some selected 
research.
 

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

a) Research
 

Under SEA leadership, an AgriculturalRLesearch Council will be established which will examine and approve proposals for applied and adaptive research 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 beprovided for selected faculty members on the latest research andtechnology at international research centers such as the follow­
ing:
 

- International Center of Tropical

Agriculture(AT). 
 Cali, Colombia (rice, yucca, beans, beef
 
cattle, corn).
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-	 International Maize and Wheat

Improvement Center (CIMYT). Mcxico (corn, wheat). 

- International Institute of TropicalAgricuL[ture 
(lITA). Ibadan, Nigeria (agricultural systems, food
 
crops).
 

-
 Center for Agricultural Technology,
Investigation and 	Training (CATIE). Turrialba, Costa Rica

(tropical forestry, coffee and cacao).
 

International Rice Research Institute 
IRR]) . Los 	 Banos, Philippines (rice, small farm tools).
 

Lima, 
- International Potato Center (CIP).
P'erdi (potatoes). 

c) 	Professional Associations 

Participation of faculty members in
regional pro lcssi onal associ ations such as tlie 	 Sociedad Americanade 	 Ciencias A,;rfcolas (SACA)in Puerto Rico, and the Asociaci6nLatinoamericana de Producci6n Animal (ALPA) in Puerto Rico, aswell as actILve participation in and sponsorship of workshops con­cerning principal local agricultural products will be encouraged. 

Training and participation in 	 externalseminars and programs will be subject to approval by a special
subcommittee of 	 the inter-University Coordinating Committee. 

Based on 
budget and expenditures data
from AID Loan 027, it is 
anticipated that approximately $1,002,000
will be required in Support of this activity over a three yearperiod. Tentative areas 
to be financed are 
as 	follows:
 

Table III - 8
 

Ctirriculum Development 
 $ 	 98,000

Materials/Equiprment 

62,000

Personnel 


194,000

Research Fund 


600,000

ShotL-Term Techni cal Assistance 
 48,000


Total 
 $1,002,000
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a'' to the' ihputs and' insceitives',eeded to increas~ppduttonJ 
productivity, incomep, and'eiuploymen't in the r'r s~~'ctor, 

a. Input Distribution Centers 

'. 

~.. a'aas 

exani~ o te This activity cqnsists of a continuatiton,and 
expasiooftheagricultural inputs distribution system nTitiated

under AID Loan 027. It is'anticipated-that this Program will 
,,mkevaiabl tosmall farmers, at reasonable cost, inputs such
fertilizer-, pesticides, small hand and garden tools, improveda

seeds, and jLJher needed inputs that can be effectively marketed 
uinder a pu6 ic input distribution system. 

"1 ' 

"'~ As discussed in detail in Part II of this 
paper, a series of Mission sectoral studies have supported theview that the unavailability of agricultural inputs is a major
constraint to small farm production and productivity. Because 
of the inadequacy of the commercial marketing system in serving
small farm input needs in the Dominican Republic, a public in­
puts distribution system, closely~patterned after the successful 
Puerto Rico system, has been initiated. To date,.RD$2.0 million 
of AID'Loan 027 funds has been made available to begin a pilot
public distribution system of agricultural input's for small 
farmers. Two international experts with extensive experience
in the farm, input system in Puerto Rico' have been contracted 
to provide technical assistance to the SEA during the develop­
ment and implementation of this Program. 

adAand 

La 

''' 

Five such input centers have beeon cstablfishcd 
an additional five to ten are planned to begin activity

under AID Loan 027 financing. 'The operation and effectivc,; 
*of these initial centers will be carefully mionitored aid 
evaluated to determine the most efficient mode of operationlfor the existing centers and those to be operated unlder Ag.
Sector Loan II funding. Several operational procedures-that 
are currently being utili zd in the Program are' as fol,lows: 
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only , EA a p "'4t'ons":''"' 

2) All outlet43 ae retd exetp lhe-eSE 
ha~napprprate: Dhysical facility'

avail.able,, 

' 

41cash 

h-account. 
w ee ore 

3)- Strict financial controls are used, and 
receipts are iminediately deposited

at the end'of each day'to a C'ential 
To date, the majority of sales 

authorized by chits or vouchers 
issued by the Agricultufral Bank'based onAgBank/SEA approved credit applications. 

" fstorage 

4) Although an intermediary transit ware­
house is to be established, -majorbulk 

will remain in hands of private
bulk distributors. 

During January 1976, a-work plan suggestingthe optimum geographic distribution for farm service centers is 
to be developed. From this plan and an analysis of the actualoperational costs of the existing centers, a detailed budget
will be developed indicating the number of farm service centers 
to be funded under the Proposed Loan Program. Preliminary es­timates suggest that twenty to twenty-five additional servicecenters will be initiated under Ag. Sector Loan II. For thestart-up costs of-these new centers, as well as necessary seedcapital for an input procurement revolving fund, RD$4"O'million
is being budgeted (RD$2.,O million GODR and $2.0 million AID).
Under such a fund the inputs, initially purchased by SEA, willbe sold through SEA's input centers, on a cash basis,'to smallfarmers who,,will use either their own resources or' reditslips issued by the AgBank (inthe" event a particular farmer 
has an AgBank loan). The credit slips will be retuiii'4by SEAto the AgBank for cash whifch, Ialong with other cash receipts,
will be utiliged by SEA to pul''chase additional inpus ., 

'Deaildo st'ng orthis~activity 4will bedeveloped after the January 1976, planning andbbdgitleecie
However, tentative ara.t e financed are as folo' S. ~ 
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Thi~s- ac tivity,is bas~ed. on variou stdesta
 
indicate a shortage of, capital7 in r.ural f!inancial Tmarketis;"iThe:,; ::;7::!(

Program envisioned ;will.be: administered iby SEA,kin cooperation
 
wihteAgBank. The key to-this:activity i s;a .pooed 2Q
 

i.:. ~milIlion IDB loan for.: rural :credit,:. currently in': th intin~l
 
s tagessof :negotiation.' Since' IDB:fund~s canno~tib'e usied o
 

it has,been proposed ith'at appro-
~~operatin adspot costs , ..... .. '3 ..*,,... -i i 
• ~ximately.$2,000,000: be made "availableunder: th'isiPrlogra t
 
' 	 44"''29 ~provide-rural isupp6rt_ facilities Iso that. joint IiDB/GoDR smal-l-i i A: 

,loan-funds and services can be :extended';to a greater umero 
small farmers. Research'has shon that one t e-reason for t .
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' creditand financial-.is expenditureof numerous trips to the len d ing ­.the,considerable,cost to t£hem, in t1me,,7inco0nven ie.:e'"::


:..	 -institution,.: As a: result, many choose t'orrobw 7fromn- . ;:,':/i 7
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*i * n -t-he-j**'--,--. scredit 'rffa 

... __..(ad.po ib Iarea VJnA qqrw CeY--t-t -extenditisPogam.e d-th rog-h­

integrate'servie network uie f iput centerp~p'u­
*put-,MarIkets to give farmers one-pQ1.nt Access to crdt,savi1ngs,

inputs,. markets, and technical aswaace.n". App 
-atellite stations are envisage,- Addit n ,foqr mqile 
van units will be utilized, on a lot basis, tobringimproved 
.Arvic.es to sn all farmers in more .remote.areas which do n . 
have sufficienit volume to merit a satellite center. 

7 7m 

.oxi0 

The Mission believes that the Program en­
visaged will minimize the difficulties involved in delivering
credit to the small farmer by providing him the needed services
in his own area and on a timely basis, An important spin-off
benefit of this Program will be obtained in the form of build­
ing on AID's initial investment under Loan 027, as well as an 
expansion of the philosophy of making further credit available 
to the target group. 

The following represents the current proposed 
expenditure for a three year period under this activity: 

, 

Table III . 11 

t .... 

-i 

Construction . 

t~iffice ELquipment . 

* Vehicles (Including Maintenance), 

400,000 

8..5 nn0... 

140,000 
. 

Personnel 1,275,0 

Training 
__00__000 

Total $2, 000, 000 

1 Due to a higher umber of satellite stations, as compared to 
* service networks, a number of satellite stationslwill~be lo 

cated away from the integrated-service complexeso,_.­
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prmo ura, -,op laio 

appora1
beyond the 4.-. l S:oioC)economcreach of traditional eeoet, vew'develpm~ent programs 
 vr
of this situation, SEA views this as'a major problemt
*seeks area _andto redouble its development efforts in order to'foster­social advances and lasting economic impact, This lo1 elemet
then, is designed to promote, 
through a coordinated m lI -faceted
approach, the kinds of socio-economic development~ necessary to 

address these rural needs, 

4
 

Under this proposed element, it is anticipated
that three distinct but coordinated activities will be implemented.
Each will be administered by SEA, although it is expected that
SEA may delegate limited authority to other public or private
entities in certain cases, while retaining overall administrative 
 ....and financial control, 
 A total of $6 million will be disbursed
under the Loan Program: $1.5 million for the rural area develop­ment agents program; 
 $3.0 million to fund labor intensive rural
inlrastructure projects; and $1.5 million in revolving credit
 
ftmd: 
 for small scale commercial enterprises. 

a. Rural Area Development A ent Program 

Under this activity, the traditional Dominican
concept of e:ftension as primarily an 
instrument to aid producers 
 I 
agent of change theis being replacedforby theentireconceptcommuity.ithat extension should be anThis notion oif'"total ! 
development" which SEA is presently extending through its rural
area agent program has been hampered by a lack of necessary
financing. 
 It is proposed that this activity support the SEA
in the further development of this program by providing funds
for short-term training, salaries, and othersu~pport :cos'ts :for .. ':-'.: 

approximateey 50 new andt 
 300 current agents.
 

in the Rural development agentsarea they service. Their are expected to livemission isto 
 eatdi tioivconducive to 
the social and economic 'development of that irvo, by
working with existing community development comuitteeY (or, a]­ternatively, by assisting in the formation ofsuch committes)
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which con:t i tute a useful ",ras., roots" ilinti tit ioa for tn d.o­
vclopmcnt and coordination of various community development 
efforts, in addition to 
providing needed organi:zational and
 
tcchnical a sintancc to area inhabitants, the agents will, 
under thte new program, be e::pected to assist the community in 
idenLtii\vg; infrastructure projects that can be financed
 
nuder activity "b", 
below, and promote the development of small
 
scale rral enterprises by initiating official liaison between
 
poLeitiji reciIients and administrators of small industry credit
 
under activity "c". As appropriate, specialized technical 
ex­
perts 'ill he made available to the agents to assist them in
 
carryiii4 "ut their activities. These activities will 
seek to
 
,romote thei<deveIopment of rural area cultural and economic
 
krowth and .ocial cooperation by encouraging community orga­
ization and self-help attitudes, supported by the technical
 

aid material as istance needed to put the projects developed
 
into operatio l. 

Some form of financial incent i ve may be
 
IeL-t' lt': in order encouragge to in isolated
V to agetit; live 
rural areas. Accordinigly, tit progra-im way inclUde fillanciug
[or ai small ;ions ;i, allowance and travel ex:pen<;s( to augment 
the basic salary. Also, to insure better operator maintenance 
of tei vehicles wiich are necessary to give ige nts an extended 
out reach ca'ahi it', a rotating fund for the purchase of small 
motorc evle a will he established. Under this mechanislm, the 
SEA will acquire these vehicles and sell them to rural agents 
on a coacessa ionary basis. The technician will pay an initial 
wum and 
a monthly payment until the amount is repaid. The
 
rotating fund mechanism will be utilized both 
to maintain and
 
augment the stock o[ motorcycles. 

Under this activity, which will be administered 
by SEA's Etension Division, appr,:imatelv $1.5 mil lion will be 
e::pended over the three year period for the following purposes: 
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Table III - 12
 

Salaries for 50 new rural agents
 
at $250 oer month 
 $ 450,000 

Rent/subsistence allowance for 350
 
rural agents at $50 per month 
 630,000
 

Rotating fund for purchase of 350
 

motorcycles at $300 
 105,000
 

Gas and lubricants at $100 per year/agent 
 105,000
 

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

Trainin ,,of '(0new 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 projects whic'. will contribute 
to coimunity social and economic development. It is anticipated
that the range of projects will include such things as commkunity 
centers, community wells, small dams, terraces, water supply or
drainage canals, market or storage facilities, etc. Additionally, 
an expansion of the current feeder roads element under AID Loan
027 is envisaged, with the condition that roads to be financed 
under the proposed Loan Program will be identified by the SEA 
under the rural area development agent program. Project.; wi II 
be identified by the inhabitants of the comm nuiti es:thro,,gh
their local committees assisted by area ,the SEA ;gent ild, iI 
,ecessary, civil engineering or other ciisi, Itmits provided
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by the Peace Corps or various Government agencies.proposals Resultingwill probably require approvalregional and by the SEA at boththe sub-secretary levels, and 
the 

perhaps clearances by
other agencies of the Dominican Government. 

The projects to be includedthis activity for funding underwill be designed to utilize labor intensiveof construction methodsto the maximum extent feasiblehigher levels in order to createof rural employment.
undertake projects during 

The SEA will attempt to
"off season'' periodscompetition in order to avoidwith respect to employment of rural laborers duringperiods of major agricultural activity. 

loan financing of projectsto hu nreoitest u:e'-nt feasiW. 
will be utilized 

The decision asparticular project is grant or 
to whether a 

loan financedconsideration will depend uponof the nature of the project, abilitycommunivL of theto repay a loan, etc. While the exactmeclanism nature of theused to financed this activity has not yet been de­termined, it has be.n suggested that theI)ivision will SEA's Extensiondevelop a revolving fund, from which loanment s will repay­heu;ed to finance additional projects . Regardlessof the malunr of- financing, the necessary technicalmaterials assistance,and equipment will be provided by or channeled th rough
SEA.
 

Projects financedprovide short under this activity willand medium-term employment opportunitiesas replicabe as wellskills for rural dwellers, with consequentcreases in­in local income and consumer demand. They will also
attack the causes 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 volunteers experienced in
related activities will be made available within the
structure to SE'A
serve as a resource for area agents and rurml
community committees. 
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self-help for purposes that will enhance the productive and
commercial capacity of the area. 
 The proposed expenditures

under this activity arc budgeted as follows:
 

Table III- 13
 

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

200 conmunity wells at approximately
$2,500 each 


500,000
 

250 small earth dams at 
approximately

02,000 each 


500,000
 

5,000 meters of water supply canals at
approximately SS0 per meter 500,000 

40 market centers anj storage facilities 
at approximately K10,000 each 400,000 

33 kilometers of rural feeder roads at
 
approximately 
 $15,000 per kilometer 1.000 000 

Total $3,000,000 

c. Revolving Credit forFund Small Rural Industries 

This activity is seen as directly complementaryto others under Ruralthe Infrastructure element in that it willincrease rural employment and income while meeting t some degreeboth local and urban demand for agricultural productAs. The typ.sof enterprises considered [or financing this program might iclude,cottage industries, handicrafts, fruit and veget ah le growing ;ndprocessing, fish farming, poultry and rabbit raising, and agri­cultural supply and marketing enterprises. 

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

Cottage industries, handicrafts $ 300,000 

Vegetable growing/processing 200,000 

Fruit culture/processing 200,000 

Fish farming 250,000 

Poultry and rabbit raising 100,000 

Agricultural supply centers -­
seed growing, ,procussing, etc. 400,000 

Short-term technical assistance in 
support of the above activities 50,000 

Total $1,500,000 
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adpn7-
 d4136rdated 3'/4/75enessage(Sate

stated 
 "Given the present economic positionet'-ic
aIV,: ISSUday h Rj
S 
 nIAKy
 'Vidctdi
public, the Miss. onshould consider obtaining a hi he GODR
 
counterpart 
 than thee 3 fontributionratio POedi
 

This position, developed in response to Mission re­
presentations on the matter, 
was 
taken at a time when Dominican
 
economic prc were substantially more favorable than'they
 
are today. As indicated in Section 
 b.A.,
"Key Events Since
 
Initial DAEC Meeting", the economic siteuation has changed sig

nificantly because of a series of unforeseen setbacks, including

a drop in world sugar prices, increased petroleum prices, and
 
abnormal weather conditions. As a result, the economic."wind­
fall" to improve the Dominican reserve position which had been
expected due to high sugar prices in 1974 did not materialize,
 
and the Dominican Republic has been forced to embark on an

imposed austerity program.
 

Even given the reduced size of the proposed loan . . 
Program ($30.0 million), the added budgetary burden is such
 
that the Mission is of the view that a 1:1 ratio is not only
reasonable, but .the highest that can be negotiated under.
 
current circumstances.
 

B. AID Loan Amount
 

The PRP proposed a loan of $15 million. The DAEC
 
guidance message 
(State 047366 dated 3/4/75) spoke *of a $11
million loan level, but stated that the final level should
 
be based on the results of the intensive review. Deputy U.S.

Coordinator Herman Ylein's ,letter of July 28, 
1975, concerning .FY-76 and fifth quarter country program levels, while acknow­
ledging the Mission's desire to retain the $15 million'proposed

loan amount, indicated the loan would be carried at "12 million
i~n the Congressional presentation, but added that the precise
level of funding would .,e appropriate for discussion at 4the
time of the Interim Review. The letter also stated that any. 
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quested, Since the'prent~ion oftiPP i~o ersn­ativee have worked closel.y'with SEA tordc 
the: sc~pep oIf the program as originally envis~aged and to rqfie the various
elements in order to. achieve the maximum effect'ofeach~ i$n­
dividual element as well as 
the program in general, :As a

result, 
the program has been pared substantially. The removal
of any particular element would ental 
the failure to addre~ssA
 a major problem constraining the development of an important
Ypart 
 of the sector.
~< It could adversel.y affect the rate'progress 

_ 
throughout the sector, as ~a
'whole.
 

C. Agriculitural Credit Interest Rates
 

Mision During the initial stage of intensive review, thej
 
Msincarefully researched the situation with respect to in­terest rates charged by agricultural lniginstitutions inL


conjunction with the Rural Credit Activity. 
A recent study-I/

indicated that the largest lending institution within the

agriculture sector, 
the AgBank, was decapitalizing at a'rapid
rate as 
a result of the negative real rate of interest 7on its
loans. 
-(For example, if the Inflation rate reached 16%


17,the real return is a negative 84.) 
in
 

~ 

1975, We note that under the proposedl.ban Program (EX1 ' ~ ment III-C - Rural Cr edit), a total of $2,000,000~ would be~utilized to expand the outreach facilities of the.AgBa'nk to*the- small and medium farmer target group. activity, as ~-This 


1/"Assisting Rural Poor Through Financial.Market. Activitiesin the Dominican Republic',b DW.Aas nd R Ladman, 
September 1975.~- - . 4 
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previously stated, is integrally related to, and contingent upon 
a proposed 1DB loan of $20.0 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 ,avariable basis, up to the present maximum rate 
allowablh, 12. Indeed, this has been our position to date. 
There are indications that the AgBank has become persuaded as 
has the Secrmtariat of Agriculture. Both will advocate a change 
to the President. The issue will be resolved, one way or the 
other, befor> A, Sector Loan II comes on 1ine. An upward ad­
justment in Lhe interest rate is complicated and sensitive, 
given the effect 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-year dis­
bursement period, which 
 probably will be included in the Dominican 
Government's formal loan request, will total :330 million, as
 
shown in the following table.
 

fable V-1 

GODR':- EsLimated Financial Plan 
(Amounts in 31,000 Equivalent) 
U.S. D)ol I r Local Currency Total
 

Cost,; Costs Costs 
Sources of Funds Amount Amount 7. Amount 7 

2nd. AID Loan :3,860 17.9 811, 140 37. 1 ,15,000 50.0 

1l/

GODR Resources- - - 152000 50.0 152000 50.0 

33,860 $26, 140 530,000 100.0 

I/ The GO1)R resources will be provided from the annual funds 
alloted for investmnnt and operating cost within the central 
budget of tIL country, and this contribution will be in 
additioni to the budget and disbursements to the implementing 
agencies. 

As seen from the foregoing table, GODR regurces 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 J disburse­
ment schedule for program element 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.q. Dollar costs of training, 
overseas travel, external technical assistance and other such 
eligiblc 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 
 U S A I D Total
Element 


Peso Dollars
 

I. AG. SECTOR PLANNING, COORDINATION & EVALUATION 


A. Sector Economic Analysis and Planning 
 250 
 350 (600)
B. Data Collection/Evaluation Center 
 900 ­ 500 (1,400)
 

II. SMALL FARM PRODUCTION SUPPORT 

14,000
 

A. Land Utilization 

228 780 
 400 (1,408)
B. Production Technology Development 
 3,000


C. Transfer/Utilization of Production Technology 
3,900 1,600 (8,500)
 

3,422 320 
 350 (4,092)
 

III. FARM SERVICE SYSTEM 

8,000
 

A. Input Distribution Centers 
 2,000 1,970 
 30 (.,000)
B. Output Marketing Activities 
 1,500 400 
 100 (2,000)
C. Rural Credit Activities 
 1,000 
 970 30 (2,000)
 

IV. RURAL SCIO-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
 

UNCLASSIFIED
 

V - 2
 

2000 



UNCLASSIFIED 

Table V-3 

Implementing Agency 
SEA 

Planning 

GODR 

150 

1976 
A I D 

Pesos 

-

US$ 

100 

Estimated Disbursement Schedule h, !mpler.enting A0 ency 
(I:iThousands) 

1 9 77 1 9 7 8 
i D a__ . 

GODR Pesos US5 0(DR Pesos h 

500 - 450 - :0 28s 

9 7 9 
A .1 
,S 

-

USS 

00 

C".'R 

720i,150 

7 AL 
A I D 

Peqs oss 

850 

Grand 

Total 

:,00 

Research 250 300 150 1,078 1,930 1,000 1,1!60 ,430 700 74U 1,020 150 3,228 4. 82 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 

Credit Systems 

200 

100 

50 

!00 

10 

10 

550 

400 

130 

300 

35 

10 

450 

400 

130 

270 

35 300 90 

300 

20 

-

1,500 

1,000 

!00 

970 

00 

30 

2,000 

2,000 

SOP 

Feeder Roads -

1,300 

-

620 

-

380 

130 

4,958 

130 

3,970 

-

1,755 

250 

5,080 

250 

3,600 

-

1,205 

120 

3,662 

120 

2,950 

-

520 

500 

15,000 

500 

11,140 

-

3,860 

1,000 

30,J00 
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Wirh respect to peso expenditures, with the exception of
the guirantee price fund under Activity Ill-B, which will be
entirely GDR funded; 
 GODR and AID contribution to all localcost activities; will be made on a proportionate basis and thefunds comming led, as is the case under L-027 The local
 
currency disbursement mechanism 
 under the Program will beidentical to tie present loan in that the respective GCDR and
AID peso contributions to the Program will be deposited in aSpecial Segregated Program Account (SSPA) on a predetermined
ratio, with the (B)DR funds being placed prior to or simul­
taneously wi I 
 t lie AID contribution. 

After fulfillment of conditions precedent, AID will pro­cess a first disbursement request for peso costs of the Program,
which in cocurt with G(:DR peso funds, will be distributed 
among applicable sub-implementing agencies to meet approximately
three months prog};ram requirements. Thereafter, throughout the 
programo the amount of each advance to be allocated to any sub­implementing agency is beto determinod prior to each disburse­
ment, based on estimated need and the demonstration of financial 
and physical proress towards loan targets. 
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V1. DEVELOPMlENT PLAN AND SCIDULE 

Following 	 the transmittal to AID/W of this document in 
late December 1975, 
the Mission will imnediately 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 	 f hewing specific actions will need to be carried 
out as part of liu intensive review process: 

Man- Tentative
 
A. 	 Sector Planning 
 Weeks Source
 

.dditional study to determine
 
personnel, equipment, and
 
facility requirements. (Add­
itiOna I internal reorganization
 
and redefinition of responsi­
bility mu:st also be undertaken
 
by SEA.) 
 2- 3 	 AID/W
 

B. 	Data Center 

To determine personnel and
 
computer needs for data
 
collection and analysis. 2 	 AID/W or 

University
C. 	Land Utili:ation 

To determine personnel and
 
equipment needs and develop
 
soil survey and conservation
 
activities. 
 2- 4 	 AID/W or 

NCS I 
D. 	 Production Technology 

I. 	 Further 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. 	 Seeds and plants. 2 Mississippi 

State
E. 	 Transfer/Utilization of Production Technology 

1. 	Vocational education 
-

identify preliminary loc­
ations of farmer train­
ing centers. 
 Mission 

2. 	 Professional education­
develop priorities for
 
curriculum development, 
linkage to L-027. Mission 

F. 	Farm Service System
 

1. 	 Input Distribution Centers -
further refine and expand 

program developed under 
L-027. 
 I TVA
 

2. 	 Output marketing 
centers. 
 1 Kansas State 

IICA
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3. Rural credit - further 
discussions regarding 
the proposed BID/GODR 
loan. 

Mission 

G. 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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