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Introduction 

F'.IEW OF ASSISTANCE TO 
CARIBBEAN DEVELOPMENT BANK 

RDO/C 

EXECUTIVE SUMMARY 

The Caribbean Development Bank (CDB) was established on 
January 26, 1970 ~3 a regional development bank to promote the eco
nomic development of its member countries and the economic integra
tion of the Cari:)bean region. During the 1970's, AID channel~d 
developm~nt resources into the Caribbean area by using regional in
stitutions such as COB. Between December 18, 1970 and September 30, 
1979, AID hi"!" channeled $88.1 million intn the area by loans and 
grants through the COB. The funds have been providpd for agriculture 
and industrial credit, related public projects and housing. 

The primary focus of this audit was on loan agreement no. 
538-T-006 which was signed on June 30, 1976 for $10 million and was 
to be completed by October 31, 1980. The goal of the loan agree-
ment is to incrense the income and standard of living of small farmers 
This was to be accomplished through four components of the loan: 

Agricultural Production Credit -- To make available 
short and medium term production credits to small 
farmers through Development Finance Corporations in 
the less developed countries in the CDB's area. 

Agricultural Input Distribution -- To assist the 
development of regional and local agricultural 
input distribution systems. 

Marketing -- To assist in motivating, mobilizing, 
and strengthening analysis and management capabi
lities. 

Feeder Roads -- To provide easier and safer access 
to markets, stimulate land cultivation, and diver
sify cropping patterns. 

Under project agreement no. 76-3 (as amended), AID granted 
$400,000 to CDB to finance technical assistance services relating 
to the planning, implementation and evaluation of activities fi
nanced under loan agreement no. 538-T-006. 

Agricultural and small industrial activities (primarily credit) 
under five other loan agreements between AID and CDB are being 
implemented through Development Finance Corporat:ons in the less 
developed countries (Exhibit A). We included a review of these 
activities in this audit. 
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AID monltors~dp of l~ctivities with COB was centered in AID/ 
~ashlngton until 1976. Since that time, oversight responsibilities 
have ~radually been transferred to the Regional Development Office, 
Car i b b e a n (f.: rJL\ / C) . 

S~~.~ 

This :l:.l:.L.t ~cvcrs tlle period .tram June 1976 through September 30 1 

1979. ~e revle~eJ all d~tivities under loan agreement no. 538-T-006 
and pro]cLt agre,::~ent no. 76-3 as well as cash advance.:; and activi
ties being impl~menteJ through Development Finance Corporations under 
the other rive h;Jns listed in Exhibit A. Disbursements for these 
act i \' i t i (' S .... ' ere i b 0 u t S 5 .: mill ion a s 0 f S e pte m b e r 3 IJ, 1 9 7 9 . 0 u r 
audit was Jire~tcd towards a review of the planning, coordination, 
implementatIon, and monitorship of activities. 

~e TcvIP~ed files and records maintained by RDO/C and CDB and 
held Jlscu,;slons \·,,-ith officials of these organizations. During 
visits to Development finance Corporations in selected countries, we 
reviewed records Jnd held discussions on the implementation of AID 
funded activitles. In Jddition, we discussed program activities 
with host government officials and various loan recipients. 

Con c 1 Ll S ion S J n d R e co mm (' 11(1 a t ion s 

The small farmers' incomes and standard of living have been 
little affected by activities financed under loan no. 538-T-006. 
Even though more than 3-1/2 years have passed since the signing of 
the loan Jgrccrnent, orllY $662,000 of the $10 million available had 
becIl disbursed. Problems with the design of the project, utiliza
tion of fUllJS for activities not directly related to loan imple
melltation and ineffective moaitoring by AID representatives have 
all had an effect on the delayed implementation of the project. 
Unless and until these points are effectively addressed by AID 
managcmcrlt, SIgnificant improvement in the implementation of loan 
activities docs not appe3r likely. 

While little progress had been made ~nder the agricultural 
production credit component, no effective progress had been made 
under the other three components of loan agreement no. 538-T-006. 
Limited credit periods (mostly 18 months or less), farm size (25 
acres or less), loan amounts ($2,500 or less) and the exclusion of 
small fi~hermen and sea island cotton farmers have been deterrents 
to effective implementation of the agricultural production credit 
component. 

Non allocation of funds by CDB, differing political positions, 
and lack of prop~r maintenance capabilities have delayed implementa
tion of the other components. Most of these obstacles stem from the 
lack of consideration in the original planning of the project to the 
varied economic, geugraphical, and political characteristics of the 
countries involved. 
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We believe that till.: project must be redesigned for significant 
progress to be ~ad~. R~C/C has taken initial steps to redesign 
the proje..:t ~p;j~t> 5 ,I. 

The l;'H-k of ,ldc,luatc inputs has been a major constraint to 
increased a~ricul";lre production in the countries served by COB. 
To assist in the r~rii')\,:ll of this constraint, COB was to provide 
S 1 . 5 rn ill h' n t () l',~ t (j h 1 i.; h are g ion ali n put s y s t em. Be c a use 0 f non-
a c c (' pta n c l.' h \' j':1 r t lei pat in g co u n t r'i e s 0 f the ide a t hat reg ion a 1 
organi:atiol1s sh Ild be providing inputs, and non allocation of funds 
b y COB, the r:~' n; ,I 0 f h () \0,' i n put s will b e pro v ide dis s til 1 i nth e 
discussion stag~~. It has been 3-1/2 years since the loan agree-
ment \·;:15 ~lt,:n('~::: the participating countries we visited still do 
not ha\'e :Ic;cquat, in!'llt systems to provide seeds, fertilizer, and 
cherni:::l'- \..':1 :1 t ::;:('1>' ,lnd economical basis. For example, i:1puts are 
not a \ :1 i Li b 1 v d t ' ',I p!' (\ r t p r i..: e s but m us t be b 0 ugh tin the 0 p e 11 JIl ark e t 
at hit;hcr pri"l'~" .\lsu, "hernicals available through commercial out-
lets arc hi!:)ll';' jrjcl'd'lnd infolmation on use is not availatle 
(pages ti :u1d 9" 

To mah' l!llllro\'cments in existing project5 and take advantage of 
past experiences U:1 ne\-" projects, timely evaluations of projects 
must be made. T}j1;-: v.,:lS not done on activities financed under loan 
no. 538-T-OOtl, Thus, deficiencies were not identified or ..:orrected 
a tan e ,:n j\' d a t L~ r I' a g l 1 0 ) . 

rOll r h Ull d 1 l ,: tho \I san d do 1 1 a r s h a v e bee n pro v ide dun de r pro j c c t 
agreement !lO, ~t)<~ to finance technical assistance to assist in the 
pia n n j n g 1 m p1 ( '1 c: n t:l t ion and e val u a t ion 0 f act i v i tie 5 un d e rIo ann 0 • 

538 -T- 006. Pro) ec ts financed thus f;:lT wi th over $330,000 of these 
grant fund:: do not dppear to us to directly support loan no. 
53 8 - T - 0 0 6 a l: tic' i t 1 C s a S v; J s r e qui red by the pro j e c tag r e em e n t . We 
believe the rCmillJlillg $~'O,ono if! grant funds should be more effec
tively utilj:L·J llJ.lge 13 ). 

The Cf)B credit programs being assisted under several other AID 
loan agrccJncnts have not benefitted the number of small farmers and 
industries articipateJ. Limited efforts, lack of adequately train-
ed personnel, ridg2d application of subloan provisions, and other 
cumbersome, time-consuming and inconsistent procedures, have hindered 
the implementation of effective credit programs. RDO/C should work 
to reduce the effect of these hindrances (page 17). 

Cash advances had been made and remained outstanding for long 
periods of time under several loan agreements between AID and COB. 
RDO/C has taken action to improve its management of these cash 
advances by carefully scrutinizing requests for all new a~/ances and 
reviewing outstanding advances on a monthly basis for turnover and 
continuing need (page 22). 

AID's rights to audit project books, records, and other 
documents have not been clearly stated in loan agreements with CDB. 
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We believe these rights should be clarified to prevent conflicts in 
the future (page 23). 

AID's monitoring of the activities being implemented by COB 
has not been adequate. Although little, and in some cases no, imple
mentation has tlken place 3-1/2 years after the loan agreement was 
siglled, AID representatives had not redesigned project activities, 
had not determined whether loan provisions were being complied with, 
and had not gotten COB to assign agreed upon personnel. This is 
only an example. We believe that RDO/C must establish procedures 
and schedule field visits, as a minimum, in an effort to improve the 
monitoring of AID assisted activities being implemented by CDB 
(page 2S). 

- iv -



BACKGROUND 

U.S. interests in the Carlbbea:. region stem from geographic 
proximity, etbnlc tIes, trade, t0t.:.rism and U.S. commitment to demo
cracy and humdn r:ghts. Politically, the region is in a transitional 
status uup to the emerger'.ce of several newly independent nations and 
i n d i C' a t j r. n c, .1 1 I.' t h :Jt fl' ~J! l j f e 5 1; a t ion 0 feu ban i r: flu c nee i s c () n tin u i n g • 
It is in the U.S. lnterest that the Caribbean maintains viable and 
progressive ccon .. ies and stability in governments. 

The COUllt r ll'~; of the Caribbean have common economic and social 
pro b 1 ems, s u c h :1 S h i g h rat e s 0 fun e m p 1 0 y;n e nt, ins u f f i c i en t f 00 d 
production, a growing rural to urban migration, and shortages of 
managerial and technical personnel. Poverty in the area is to a 
large extent a function of severe resource limitations, of geogra
phic isolation and of uJllier-development that is characterized by 
the lack of absorptive capacity, ljmited capital and inadequate 
in[rastrL':~ (ure, public administli:ltion and economic management. 

The less developed countries in the area include Antigua, 
Belize, British Virgin Islands, Caicos and Turks Islands, Cayman 
Islands, Dominica, Grenada, Montserrat, St. Kitts-Nevis-Anguilla, 
St. Lucia and St. Vincent. (Barbados is considered by the Caribbean 
Development Hdnk to be a more developed country along with Bahamas, 
Guyana, .T;IInJlCa, and Trinidad and Tobago.) These small countries 
arc scattered over 2,000 miles of ocean, they range in size between 
102 and 2~,OOO square kilometers and have populations between 6,350 
and 1 11 , 5 0 0 I J ( r ~; 0 n s . A 1t 0 get her, the y h a v e a pop u 1 a t ion 0 f abo u t 
700,000, ,In,\ ,I LIllJ ;1t'Cli of 2b,S.t7 square kilometers (23,000 of \~hich 
is Be 1 i: l' ) . 

Based on policy decisions, AID programs have been directed 
towards encouraging regional cooperation among the English-speaking 
Caribbean countries. During the last decade, AID has selected 
regional institutions, such as the CDB, to channel development 
resources into the Caribbean area, and in so doing, to foster the 
development of regional institutions. AID loans and grants to the 
CDB started December 18, 1970, and have continued to the present 
time. As of September 30, 1979, AID loans and grants of $88.1 
million have been channeled through the CDB representing 78.4 per
cent of AID's assistance to the reg.i..on. The funds have been provided 
for agriculture and industrial credit, related public projects and 
housing. 

CDB was established in Bridgetown, Barbados on January 26, 1970, 
as a regional development bank to promote the economic development 
of its member countries and the economic integration of the Caribbean 
region. Initial capitalization consisted of equity contributions by 
member governments (states and territories of the Caribbean area), 
Canada and the United Kingdom. 
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The L [) B j ~ ,I ~ t h·:.; I ,:: c J toe s tab 1 ish J n d m a i 11 t a ins pee i a 1 fun d 
resources re·r :::.din~ c r ,~llarantying loans of high development prior
It)' .. Jth lOllt;l'r l'ltLlri:lt"s. longer grace periods. and lower interest 
rat est h:m those j ;" p 1 1 C L: too r d 1 n a r y res 0 u r ceo per a t ion s . A I D loa n : 
and grants are inLluJc(! lTl the.se special funds. 

At th{' :::tart cf the AID/COB ffdationship. AID assisted progrrms 
were 'Jf:'vel(;,~'d~r,j !,:,-,!:~t"c.red br AJ,D/Woshingto:-,. This contiIluc-d 
until mid-19-(' ... :.11 the AlDIs Regional Development Office/Caribbean 
(RDO/C ,,,;\,, c~;t<li ~ i shed in Rridgeto\o .. n, Ba::-9ados. The two-rerson 
R D (' / C ..... ,I:; l q : i b 1 1 ~ he d t 0 .J S sis tin day - t u - day m 0 nit 0 r in g 0 f pro g ram s 
anJ to :l:,·,jct ir: ll's()l\'in,l~ implementation problems which might ar5.sf'. 

t.;inll' 19"(', ,.\Ill program oversight respon~ibi1it.ies have 
gradllilly t'l'('n t'-dnsi"erred from AID/Washington to the R.DO/C. The 
Americall :,;Llff \;';.~ incrc:lsed to three in r..!arch 1978 and consisted of 
t h l' :\ 1 ;) 1\ v pre S l' n tat 1 \' C, .J Pro g r a rn 0 f f ice ran d ;1 Loa n 0 f f ice r . A 
ell' i t:11 R e SOli r c e s [ll> H'le,! 1Jli e n t 0 f f i ': e r was added in Apr ill 9 7 8 . 
[lLnin): ,TlIne anJ July 1 :)70, four more technicians came on bO.:lrd 
(Capied j'ruiects lkvcloplnent Officer, Agricultural Economist, 
!'l'.i~:r;JJii f'cnn(IJnl:;t, Ileal ~h and Population Office::-). Five more posi-
tlllrl~ (:\):liculture EUYcd Development Chief, Education Officer, Regional 
Lq:al llffid'r, CE'neral :\gdculturist) were added in September 1978. 
Currcllllv, the number of positions is fifteen (including a (ontroller, 
a Budget [I Accounts CHriccr and an Engineer) of which all but t!1e 
C;c!1eral :\t:ricul tur ist were on board as of December :1.979. On 
October 9,1979, the RDO/C was upgraded to a full Mission. 

Most of AID's assistance through September 30, 1979, has been 
provided to (II!" unJer loan agreements primarily t.o support agricul-
tural dl:d ~l:];:'; industrial activities. CDB implements these activi-
tie s t!l :. L) ugh :. t: r c em (' n lsi t !l1 a k e s wit h De vel 0 p men t Fin a n c e Cor p 0 rat ion s 
lIIFC's) ill the countries being assisted. Although the primary 
enlphasis cor this audit was on loan agreement no. 538-T-006, we 
cxp~lnJcd the audit to include activities of five other loans bein£: 
implcmcnteJ through OFC' s (Exhibit A). The overall purposes of the 
six loans are as follows: 

-- To support CDB's Special Development Fund for promoting 
development of ;1gri~~ltural and small industry credit, industrial 
estates, infras~lucture, and tourism (Loans ~38-L-OOI and 538~-003 
Special DeveloLJlllent Fund). 

-- To est::lbli5h a Small Farmer Development Program at CDB fO'r 
financing shert and medium term agricultural production credit, 
agricultural input distribution, marketing and feeder road sub
p~ojects. This is for the benetit of small farmers residing in 
the CDB's less developed member countries (Loan 538-T-006, Integrated 
Agricultural Development). 

-- To address major institutional constraints affecting 
investment in agribusiness and labor intensive industries (Loan 
538-T-007, RegioIlal Agribusiness Development). 

- 2 -

http:iapit,.ii


-- To provld~ 5u~plcmentary economjc assistance to C0~"ltries 
undergJing strrnunus economic adjustments. Subprojects will address 
basic needs of the poor b~' developing infrastructure, ancl increasing 
services, input." lnd employment in urban areas. Also, pTograms in 
educ3tion anJ population will be develo~ed (loans 538-T-008/011, 
Caribbean DlI"(']C)!1J,lClit j·.lc.:llities). 

-- To jJI"oriJc i7'.(~~UiiJ and long· term credit to small and medium 
industrr and for injustrial estates development (L')an 538-W-012, 
Employment Invc:-::rcnt Promotion). 

Loall aL~reclliLf1t no. 5.38-T-006 was signed on June .30, 19~6 and 
was +0 be completed by October 31, 1980. The ~cal of the project 
is to increase the income and standard of living of the small farPl 
subsector by st ililulating small farmer (one with land holdings, 
either o~ncd or rented, of less than 25 acres) production and 
productivity. The loan has four co~ponents to be implemented to 
accomplish the ~oal of this Integrated Agricultural Jevelopment 
project. The Agricultural Production Credit component is to ma~e 
available short and medium term production credits to small farmers 
through DFC's in the less developed countries of CDB's area. The 
Agricultural IGput Distribution component calls for the development 
of a regional agricultural input distribution project to be financed 
with $1.S million of eDD's own funds and the development of local 
agricultural input distribution systems to be financed with loan 
funds. The third comporlent, Marketing, is to assist the CDB in 
motivatin~, mObilizing, and strengthening its own marketing analysis 
and management capabilities as well as those of the DFC's and other 
public and private institutions. The ~~eder Road component is to 
provide the small farmer and his produce with easier and safer 
access to markets; stimulate land cultivati0n, and help small farmers 
diversify cropping patterns. 

Project agreement no. 76-3 was signed on June 25, 1976 and, as 
amended, provid~d $40v,000 in grant funds to complement the funds 
provided under loan agr~ement no. 538-T-006. The grant funds were 
to be used to finance the costs of technical assistance services 
related to the planning, implementation and evaluation of CDB's 
Small Farmer Development Program. As amended, activities under the 
project are to be completed by October 30, 1980. Technical assis
tance was to be provided in credit, marketing, evaluation and 
systems analysis. 

The primary focus of our audit was to review the activities 
being financed under loan agreement no. 538-T-006 and a related 
technical assistance grant project agreement no. 76-3. The audit 
covered the period from inception of the loan in June 1976 through 
September 30, 1979. We also included credit activities of five 
other loans being implemented by CDB through DFC's (Exhibit A). 
Our audit was directed toward determining whether: 
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Progress lT~ t:.( implem~ntation of activities ""as 
reasonable ir. comparison with stated objectives. 

Plannillg anJ coordination of activities were 
adequate. 

RDO / C :n () ! 1 ito 1 ,; ~ lip ..... a sad e qua t e • 

CDR monit(rjl:g .Jnd implementing procedures were 
adL'lju:1l"c 

AID-pro\ ;,i('d resources were being utilized in 
accordan:c \o,'ith terms and conditions of the loan 
agreement and applicable AID regulations. 

AID-financed commercial sub10ans were being 
administered in an efficient manner and proceeJs 
were be~ng used for established purposes. 

Our examination was made in accordance with generally accepted 
auditing standards applicable to foreign assistance programs, and 
accordingly illcluded such tests of the accounting records and such 
other auditing procedures as we considered necessary. II.Dole project 
records and correspondence were reviewed, and discussions were held 
with RDO/C officials and technicians. Also, we reviewed CDB's 
project records and files and had discussions with bank officials 
and technicians directly responsible for managing and implementing 
project activities. During our visit to the DFC's, we reviewed 
their accounting records and procedures applicable to the adminis
tration of AID-funded suh1oans. Also, we discussed with DFC 
officials and staff the "arious projects and problem areas affecting 
implementation. In addition, we discussed program activities with 
host government officials and held interviews with subloan recipients 
(farmers and entrepreneurs} and visited places of business to 
verify disposition of sub10an proceeds. 

- 4 -



AUD I T F r ~D I ~L;S 1 CONCLUS IONS AND RECOr.fMENDA.!IONS 

The design o( the II tegrated Agricultural r~velopment project 
did not give appropriatc consideration to the vai'ied economic, 
geograrhica~, JnJ political characteristics uf the countries that 
were to bcn~fit f"rom loan proceeds. 

The prJject ~JS designed under the premise that all countries 
in the region wcre simiLlf and any differences ""ere not significant. 
In actuality, thpre Jre major differences between the countries, 
institutions and !)eople heing served. The socio-economic structure 
of the countries are significantly different, and different terms 
were needed to accomplish the overall goal of the project. Because 
the project design did not recognize these differences, progress 
has been i~reded, Jnd substantially fewer small farmers have re
ceived benefits than was originally planned. 

Implementation problems which stem from the design of the 
project are discussed in the following paragraphs. 

Agricultura! Produstion Credit Component 

Activity under the agricultural production credit component 
has been limited. As of September 30, 1979, only five agreements 
had been executed by CDB with DFC's for about 55 percent ')f the 
funds allocated for credit. Only $412,000, or 10 percent of funds 
allocated, had been disbursed. We believe that the rest~ictions 
incorporated in the loan agreement, and subsequently included in 
underlying implementing agreements with the DFC's, have significant
ly restricted activities. Examples of restrictions: 

-- No more than 20 percent of the value of DFC subloans under 
this credit element can have amortization periods exceeding 18 months. 
This is not a redlistic condition i0r countries requiring funds for 
sugar cane and banana production. Credit periods required for these 
crops are generally 18 to 36 months. For example, in St. Lucia 73 
percent of the approved subloans were for ~~~~na production and 58 
percent of the approved subloans were for periods over 18 months. 

The farm size limitation (up to 25 acres) may be realistic 
in countries such as Antigua OT Grenada where the average size of 
a small farm is less than 12 acres, but in Belize where the average 
size is over 30 acres, this condition is a constraint. In Belize 
we were told that the farming system -- plot rotating method -
requires that most small farmers own or lease more than 25 acres. 
However, these farmers normally cultivate less than 25 acres be
cause of the annual rotation of plots. This method maximizes the 
use of the soil and minimizes the use of fertilizer. The DFC's 
Manager in Belize believes this restriction should be modified to 
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include a limitation en the amount of land cultivated and not on the 
amount of land o .... 'nc,l 0; leased. As further evidence that many more 
of the PJrtici~Jtln~ f.lrmcrs in the program could benefit by chang
i n g t his r e qui r ( r: t' nt, L C' s howe d u s t hat 0 n 1 y 2 2 8 0 fan est i mat e d 
10,000 farmers .... vrc p<lfticipating in the program. 

-- :"imitlng the maximum amount of a subloan to $2,500, subject 
to re\'ieh, but not r:l:.lK1nl: adequate prodsjons for suer. revie",. has 
driven 5c\"('r:il r,)!cntill participjnts to seek credit elsewhere, 
since thclf need L'xcceJed the maximum allowable. For instance, in 
Beli:e wC' .... erc lolJ that qualified applicants had to go to private 
banking institutions \"here they can get up to $5,000 at the same 
intercct r:.lte an2 ~ith less restrictions. On the other hand, 
limiting the mililmum Jmount of a subloan to $200 has left many small 
farmers out of the program. For instancc, between January 1, and 
:--':on'IIJo:,:r 16, 10~9, the I3clL:~ [FC nade 38 crop subloans \\'hich \,'ere 
fill:.llllL'd h'ith nor.-AID funds, ranging from $40 to $195 and totalling 
$5,455. This lirlJitJtion is not geared to help the poorest of the 
poor. The DFe General ~1anager believes, and we 3g1'ee, that this 
rcqulr~mL'nt SQuId be reviewed since the limitation js not geared to 
help the most needy. Each DFC should be given flexibility ~n 
l'sLlblishing this mjnimum amount commensurate with its management 
C J P J b iIi til':; . 

- - Thl' provision Gf setting the interest rate "at least 
equivalent to the effecti'le commercial hank prime lending rates", 
an AID policy, has left many farmers out of the program. It has 
been the overriding factor in at least one country, St. Vincent, 
causing them not to participate in the program. However, there are 
no statistics av~ilablc to sho~ the numbers of farmers left out of 
the program Jnd to jndicate how these farmers have satisfied their 
credit needs. 

-- The small fishermen and sea island cotton farmers ~ere 
excluded from the program. Thus, a segment of the population, which 
is important to the local economies and is interrelated with the 
agricultural sector, has not been permitted to participate in loan 
funded activities. The General Manager of the Antigua DFC told us 
that small fishing projects and !:;ea i:"md cotton are basic activi
ties in Antigua. The exclusion of these activities pre~luded over 
100 individuals from participating in the program. Also, the Per
manent Secretary of the Ministry of Agriculture of the Government 
of Antigua told us that it was unfortunate the agricultural produc
tion credit program could not complement a small fishing project 
being implemented by the Government. The sea island cotton issue 
was resolven favorat.ly on A11gust 14, 1979. 

Agricultural Input Distribution Component 

The agricultural input distribution component called for the 
development of a regional agricultural input distribution project to 
be financed with non-~ID funds, and the development of local 
~g~icultural inputs distribution to be financed with AID 
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res 0 u r c r 5 ' : h ~ 1 Jan ,j ~ r " em e n tin c 1 u des are qui rem e n t t hat 
satisfactor)' arrangcrnen:s for the distribution of inputs in each less 
developed CO\Jlltr:' .IlUSt [l' made before disbursement of agricultural 
pro d u c t ion ~. r t' d ::: 1 (' 3 n f 1I n '1 s . T h ~ imp 1 em e n tat ion 0 f t his r e qui rem e n t 
.... ·.1s depenJ~nt on the c('r:ip~ction nf a regional agricultural inlJut 
distrirut 1(1', j'.;C! • .... ~~ ~. make bu:i.k purchases of fertilizc:rs and 
chemicals [or Jlst,'ibu1.10n in the less developed countries on a 
timely Jnd ~con0~1~11 b~sis. 1n signing agricultural p~oducticn 
credit J~r~emcnts ~ith ~rc's in l~ss developed countries and in 
disbL:l~illg fund")ncief this credit program, CDB has not enforced 
the rcqu~rl'm('nt (h:!t satisfactory input distribution systems be 
availahle, In t~c countries visited, we were advised that onl)' in-
a d c q II a t (' i n put d:.j t rib 1I t ion s y s t ems ..... ere a v ail a b 1 e . For c x amp 1 e , 
seeds, fertilize] s, 3J1(1 chemicals "iere not available at support 
p ric (' 5 h l: t had t C' b (' pur c h J S e J fro m the 0 pen m J r k e t , ... hen a v ail a b 1 e 
Jt hj!:hL'l prl,·vs. I'hC' regional project did not materializE' becwse 
the regiollal concepl 11a:o not been fully :1ccepted by the participating 
c 0 u n t ric :; . The l' r 0 .i c c tis 5 till b e i n g dis c u sse d t 0 dec ide h el\'; t 0 

pro c c c J :. - 1 / 2 yea r~; aft l' r the loa nag r e erne ntVI' ass i g ned . 

The m ; l r).; e tin g ..: \.) m po n e n twa s to ass i s t the CD Bin 
motivating, mobili:-.iI1g, :ll1d institutionally strengthening its market
ing :1nalysis ;!nd rn:in:q;ement capabilities as well as those of the 
DI~C's and other public and private institutions . 

.. \ 1 t h () ugh ~~ - 1 /2 yea r s h a v epa sse d sin c e the s i g n i n g 0 f 
the loan agrCl'1I1cnt. '10 disbursements have been mp.cle fr.y :lctivities 
under the marketing ~-,ol1\l)onent. This i::, Ju~ l.0 various constraints 
which arc national in nature and almost im~ossible to overcome. For 
eXJmplc, there is a reluctance on the part of local marketing boards 
to allow a regionJl institution to take over their functions because 
regional policies might be in conflict with local government poli-
cies. A:so, there is a desire in each country to have within its 
boundaries the home ~~ the regional institution as a matter of 
prestige and influence within the region. Thus, nothing has been 
done to improve the weak marketing institutions. 

fceder Road Component 

The feeder road component was to provide the small farmer 
and his produce with easier and safer access to markets, 5timulate 
increases in land cultivated, and help the sm,lll farmer diversify 
cropping patterns. To this end, this compone:1t contemplates the 
construction of all-weather minimum standard feeder roads which 
connect already existing all-weather roads providing links to 
markets, Feeder road construction was expectea to be done in five 
countries. Only two feeJer road subprojects (St. Vincent and 
Antigua) had been approved at the time of our audit but construc
tion work had not been started. 
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·\ !'L',t,j·c'i;,;lt ()f.the ft:ed~r ro:~;:! CC!iill!0:Il'llt '.'tha~ proper 
rnainten2n;c capabIlIty 15 Installed for speclfl~ applIcatIon to 
rural feed'?) fUJJ:;" i~ an unrealistic requiremf!nt that cannot be met 
by most, it' n,:Jt all, u~' (he less developed countries, sinre the 
rcsourccs'\'JiL!1;' ;l~'P \'('ry scarce and limited, This requirement 
i n 1 t :-; e ~! h :1 :', tc : ,~,>[ • :, 1 J era b 1 p rl e g r e e, 1 i mit cd? art i c : pat ion . 
Sin(>' L.> .. d ":::;\';".:;.'.-.t5 lac]; technical and financial rescurces to 
meet t:,:,:; rl'(;\:::"'!:,,'nt, ,::-::w,iderati.Jn should be given to relaxing jt 
s u t~; ,it j ;;i: 1 l' 1::,,:1t ,t i 0;; 0 ,: 1 ;,1 i S CI '- t ~ \.' i t y can b e ~ x p.:: cl i ted. 

:ll( " '.'ill.,'ilt (l'l'Jc; rOed subproject:.it a cost v! $1.6 million 
.... ';1S ilpprc)\'t,J l)\' :;,c ilil'iC: on Fe!Jruary 27,1979. At th~ time of our 
audit, t):(:Ci\'~r::i'h'J.t 1-.',1:', a~ver'Lising for the hiring of the cun-
suI tall t :; (' r \' i '-- (':, :l n d h' ;J sin the pro c e c:; S 0 f d raw i n g the bid c:; • Con -
structluf, y,'olk i~ (,'X1J('l'tc>d to start by mid-19~O. 

lil; ,·'.:Il !r:~:L! j':, -Il'r rC1:1l~ suhproject, l'stirnated to cost $6/:8,700, 
had nut lJu~;rl~oslli r.e)'Onl. the approval stage. Nothing has been 
accGJ~lpli<;hcJ on the subproject since it was approved on August 4, 
1 9 7 8 . Till' ,; II b 1 () a 1 a g r e em c n t b p H; e en CD B <: n d t h P, Go v e r nm e n t 0 f 
Ant iglJ:I ell~: t·,"r th~ c:'Jllstn,·:f:ion of the road' 0 be performed by 
,:OlltLl\:l, f!ClI-.-ever, the l;overnrrent wants to hav( the work done by 
forCl' ;lll',.1ilnt to rcuucc uncmrloyme~t. netwecn arJ~)foval in August 
19"'Cj :lllc!llr review in Detober - Novp,mber 1979, RDO/C, CDB, and 
:\nt' ~:I;ln~'(li,'iclJc: h:!vc met at various times to resolve the issue 
h~·).,l\lt ';:l,'l~:;S. COIl has not yielded to the C:-wernment's request 
bt',:lU5l' j;) i-riB' 5 opililoa the Covernment of Antig 11a is not adequately 
~e;JlL,d u~) lu ,1r' t-)", work bv force aCCO'..lnt. Also, CDB argues that 
the reason Cr_'(1u~in~: U f lCJ:lployment) gi\/tt, C)' th:' Antigua Governm~'nt 
is not too valid because the construction work could be given to a 
local contr:.1cto1'. This impasse was to be discussed in a January 1980 
(aftcr our departure frem Barbados) Board of Directors' meeting and 
a final dpcision was to be made at that time. 

RJlO/C, jn response.. to a draft of this report, advised us tha~ 
dlscus:ions had been completed with CDB which resulted in th3 
~ssuance of implementation letters regarding the re~esign of the 
plojec~. According to RDO/C, the redesign takes into account the 
concerns discussed in this section of the report. RDO/C also 
stared that it has been advised that basi r 'ly all funds under this 
loan have been allocated and draw-down will be at a fairly rapid 
rate . 

. We have not received the implementati0n letters revising the 
)roJcct and; therefore, cannot comment on them. Further it is 
not exactly clear to us how the loan funds have been allocated or 
how they can be drawn-down at a fairly rapid rate. Therefore we 
retain our recommendation. ' 
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If (DB does not make its $1.5 million contribution, and the 
participatin~ (o~ntries do not contribute their 10 p(rcent, it will 
reduce the :I\'ail:d'ilin' of inputs thus delaying implementation and 
benefits, ROJ/C Ilvised us in its comments on a draft of this 
report that it ".,'ill request the detailed status from COB in respect 
to partIcipatIng countries' contributions and will take any neces
sary foll,.:'h'-'...!~) 3(tio~: in compliance \-lit!: the loan agreement. Since 
these actlons arc pendillg, we hav~ retained the recommendation. 

Lvcommcndat ion No. 2 

RDOIC should ensure that the 
agreed upon counterpart contribu:ions 
under loan no. 538-T-006 are maJe. 

Evaluation at Loan No. 538-T-006 Activities 

Periodic ioint evaluations have not bee;} made by RDO/C and CDB 
as requjred by governing agreements. Timely evaluations of acti
vities under loan no. 538-T-006 have not been conducted because of 
limited funds and staff. Consequently, the RDOIC has not benefitted 
from implementatjon experiences to improve program operations. 

The main purpose of periodic evaluations is to appraise program 
progress and to see how well the Borrower has met its obligations. 
These re\"icws permit early identification and resolution of imple
mentation problems affecting the project. Loan agreement no. 
538-T-006 w~s signed on June 30, 1976 and the first joint evaluation 
was to be made in November 1977. Even though this program has been 
beset v,'ith multiple implementation problems, the first evaluation was 
not made until August - October 1979, about two years after it was 
due. 

The August - Cctober 1979 evaluation was conducted by an AID
contracted consulting firm at a cost of $71,000. RDO/C and CDB 
p:lrticipation in the evaluation was minimal due to staff limitations. 
However, the RDO/C and the CDB developed a.1'"1 approved the scope of 
work of the CGntract. Also, they reviewed the consultant's draft 
evaluation report before it was published. 

The consultants found serious implementation problems which 
have been in existence since the inception of the program. The major 
findings discussed by the consultants are digested below: 

Program goals will never be achieved under the present 
frame".,o r k . 

AID did less than a thorough job of implementation planning. 
Basic issues were not identified before loan approvals much 
less resolved. 
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After pro)cct : .. tiation, issues were allowed to go 
unrc so 1 \"cJ : O:lge r than nece 5 sa ry (e. g. force accoun t 
construction of the feeder road in Antigua). 

COB did llC)t <ll'poillt Farm Impro\"ement Officers (FIOs) 
to the agricultural production credit program. 

CDB did not C0)!1r1; with the agreed upon c(}unterpart 
contrjbut~cn uf $1.5 million for the agriculture 
i Ill) U t ,1 i :; t rib uti ,: nco In po n c n t . 

There WJS little integration among the four components 
in t h (' C.\ e (: u t j c.' 11 eft h e pro j e ct. Th e mar k e t i ng an d 
1 n put (: 0 I: i I Jon c n t::i h a v e not bee n add res 5 e d a tall. 

Th(~ ('valu;:tion te~m concluded that the terminal disbursement 
date for Joan l;;~;bLlr~,cl~~(n's of October 30,19,";, should be extended 
for::: or " n.:IrS. Ho ..... evcr, a new detailed schedule and implementa
tion plan should be ne,l;()tiated with the CDB befnrp 2ij extension is 
granted. The project should be redesigned along the general lInes 
of the original progran, but with some redefinition of concept and 
des ign. The ne\-.' plan should focus on those few components, in 
those few countries where considerable spade work has been done and 
prospects for expeditious implementation are most favorable. On 
the ot11c'r h:lnd, the team also concluded that in the event current 
AID poLicy h'ill no"!: permit this substantial extension, limited pro
gress tOh'drd meeting program objectives will be accomplished. 

The findings, conclusjons and recommendations of the evaluation 
report were to be discussed in a January 1980 meeting between the 
RDO/~ and the CDR to delineate a course of action. The RDO/C as 
well as the CDB expect to have the terminal disbursement date extend
ed to implement a revised set of objectives for the loan. 

Ke believe the joint effort concept in evaluation is an 
important cTiteria that should be adhered to, considering the regiont 
al program concept. Joint effort will not only afford RDO/C with 
an opportunity to have more participation in the implementation of 
activities but will also help to bridge the existing gap in working 
with CDB staff and host country officials. 

Had loan activities been evaluated as scheduled, some of the 
deficiencies would have been identified and corrected at an early 
stage, thus facilitating more efficient implementation. Experience 
gained in tne implementation Rnd evaluation of loan no. 538-T-006 
activities should serve as an incentive to RDO/C to take affirmative 
action to establish joint ~valuation procedures and conduct evalua
tions on a timely basis. 

Two other evaluations hld been sponsored by the RDO/C and the 
CDB. The DFC evaluation in Selected Caribbean LDC's completed by a 
U.S. consultant in February 1979; and the evaluation of Industrial 
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Estate Loans provided t·y the CDB conducted by a consulting firm in 
May 1979. These evaluations reviewed all DFC functions relating 
to small inJu~trlal credit and industrial estate activities. The 
evrluation report~ made numerous observations and recommendations for 
imp'-oving DFCis operations. These evaluations were the basis for 
sub seq u en t 1 \. des 1" :1 i II b .1 n d approving the Em pi 0 rm e n t II n v est men t Pro
motion II project ~hich provides loan and grant funds for capital 
3~d technIcal assistance activities which addresses the constraints 
affecting r~!;C'~ lending process. 

RDOIC offlc~~ls reasons for not conducting timely joint-evaluations 
of loan no. 538-1-006 activities wer~: 

Grant or loan funds had not been provided for consultant 
services. 

TDY assistance from AID/W has been limited. 

Responsibility for conducting evaluations rested 
with AID/~ashington until November 1977. 

RDOIC and COB staff had been insufficient to cope 
with additional workload. 

AID/Washington pressure to obligate new projects 
has left little time to bt! dedicated for evalua
tion activities. 

WIj sympathize with ROO/C's problems and find some of its 
arguments valiJ. However, we feel that due consideration should-be 
given to the fact that provision_must be made to adequately allocate 
time and staff to oversee and evaluate ongoing projects. This way 
problems can be identified and resolved at an early stage, thus, 
facilitating expeditious implementation. The continuance of the 
present policy of emphasizing the initiation and obligation of new 
projects, while giving only minimum attention to ongoing programs, 
will result in a cluster of projects which flounder along with 
implementation problems and may turn out to be unsuccessful. For 
example, 75 percent of the originally established implementation 
time has elapsed and slightly ovcir 4 percent of the funds have been 
disbursed on loan no. 538-T-006. We believe that staff limitation 
should not be the overriding factor in limiting the conduct of timely 
evaluations especially for projects beset with implementation problems 
as was the case with loan no. 538-T-006. 

Recommendation No.3 

RDO/C should establish procedures 
for conducting joint evaluations on a 
timely basis. 
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Use of Grant Funds i~r Technical Assistance 

G~ant lunds rrQ\'iJed for technical assistance activities have 
not been ;I),!'ropr;,itrl:,' ;inJ effectively utilized. CDB did not adhere 
to, and AID did n::': require adherence to, the criteria established 
in the t:1dnt J.c:retl~eJjt ,ur the design, selection and implementation 
oft e c h n i ( ;l 1 ass is: ,; n d' pro j e c t s . T h us, the ben e fit s to bed e r i \' e d 
frolll the l'xp_'nd:.tLlt' \,{ i'rant funds have not materiali::ed. 

Pro j e ct J ~~ H " I i L: J1 t no, 7 6 - 3 was i nit i ate d J un e 2 5, 1 9 7 6, and 
provided that I~r:'llt furds "'ould be made available to finance the 
costs of tCl.hnic,ll aS51stance services. These services V'ere to :Iave 
a direct rl'L1tjO!l::llj), to the planning, implementation and c\'31uation 
of COB' 5 ':;f,u] 1 farm('r II('\'elopment Program being assisted hy funds 
from loan no, 53~-f-006. The direct relationship between technical 
assistance serVlces and 103n activities was one of the criteria CDB 
was t 0 f 0 1 1 0 ,,' i n d e t e r Jll 1. n i 11 g the t e c h n i cal ass i s tan c c nee d e d ( Sec t ion 
I V 0 f thE' pro.i e eta is r e emf' n t) . 

A total of $400,000 has been made available to finance 
technical as~i5tance activities under project agreement 76-3. With 
these funds, advisors were to be provided and training was to take 
place in credit, rn~lfkcting, evaluation, and system analysis. As of 
September 30, 1979, CDR had selected and contracted for five activi
ties at a total cost of 5330,585. AID approved all five projects. 
None of these five projects provided for advisors and little, if an)" 
tr.Jining was provided in the identified areas of concern. No expla
nation w.Js llI'oviJed by CDB or RDO/C officials for the significant 
change iIl pldnllC'd 3nd Jctual use of technical assistance grant funds. 

CDR and AID did not adhere to the criteria established in the 
grant agreement for the selection and approval of technical assistance 
Jctivities. Of the five projects selected and approved, all dealt 
v,'ith ;1gricultural sector activities but only two were di~';ctly 
related to loan activities. Of the two projects directly related 
to 10311 activities, one project proved unworkable and was dropped 
when grant funds were exhausted, (Small Farm Recording Systems) 
.Jnd only one of thr publications printed under the other project 
reI ate d t 0 1 0 J n imp 1 em e n tat ion ( Co mm un i cat ion and Pub 1 i cit)' Pro g ram) . 
In our opinioll, AID's approval of projects unrelated to criteria 
established in the project agreement demonstrates a lack of adequate 
AID monitoring. 

Small Farm Recording Systems - $20,000 

This project was carried out by the Caribbean Agricultural 
Research Development Institute in conjunction with the ministries of 
agriculture and agricultural aevelopment banks of respective coun
tries. T~e specific purpose of the project was not clearly defined 
but it appears to have been twofold: (1) to provide farmers with a 
management tool; and (2) to develop and provide data to the perti
nent national institutions. 
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h n m I: > 1; . ," '-' P t ion, the pro j e c twa s pia g u e d v,' i t h 
implemcntJti0~ probl~ms requiring constant design modifications. 
Thus, tht' fln~d ,~csign incorporated a duplicate notebook/diary to 
be kept bv the Llrmer:-;; periodic visits to farmers by government 
officials ta coll,-,(t duplicate sheets and to supplement data record
eJ b:" fan,ers; an,; :l",'crJing forms to be maintained in a central 
office :ll:c.. l'olllple:eJ J"rom duplicate sheets and supplementary jnforma
tian. i:j.: ~\'~~l'I:: wa~ :lOt only curnbersome and difficult to maintain 
but Its ~'ll~(l'S,; l"Lsted heavil)' on the local government's ability to 
shart: thlj)" ,drv.!ely scar,:e human resources; tht: farmers' ablJ..i.ty 
ta rclJ)ldh learr! :he system; and the farmers' willingness to fu::-nish 
personal informd: lon ne\'er provided before. Consequently, after the 
anIilabJe funJs hcre exhausted, the project supervisor recommended 
the pro.i (' c t b l' J 1" 0 P P l' J a 1 tog e the r . 

COlllmunil'~sj.2_!} an_~~_rublicity ProgrClm - $136,396 

Thls project h"aS designed to "assist the LDC's in monitoring 
a communication/publicity training program designed to assure wide
spreaJ knowleJge among officials and farmers of the existence of the 
Production Credit Scheme and the conditions of eligibility and to 
teach small farmers of the proper utilization of credit". 

As of September 30, 1979, all $136,396, or 34 percent of 
the total grant funds, had been obligated for this project. However, 
the project had not accomplished what was expected. 

During our review we were presented with four leaflets 
published under the program: 

Control of rats and mice on poultry farms; 

This is APe, a brief ol1tline of the program; 

The advantage of the travelling boar system; and 

Crops for acid soils, a listing of crops suitable 
for this type of soil. 

Of these publications, only one -- this is APC, a brief 
outline of the program -- addresses the purpose of the loan program. 

We were also told that several publications and audio
visual materials were being prepared. However, these publications 
are technically oriented to crop cultivation and animal care and do 
not address the original objectives of the project, i.e., the mount
ing of a publicity campaign to introduce the APC Scheme to farmers 
and officials and to train farmers in the proper utilization of 
credit and farm management. 

During our field trips we were told by local officials of 
the need to have a well-planned and sustained program that will not 
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only pror:lute thc :\/'.'" ",eme but will also aid in the training of 
DFC's per:,onne~ :111,] I-.ll! train farmers in the proper utilization of 
(reoit :H.J ("lfin r:;anJgC'''',c'.t. It "as the general concensus that the 
present r,o~rdr", !.' tee :"rJgmentated :lnd of little help in having the 
pro ~ r J m J c \' do;) e.! . 

rill: ;', J.) l d i; being c 3 r ric d out by the Caribbean 
Agricult',rJ; :{c.' ,Hch ilc\'elopment Institute In cooperation \o.-ith the 
\,'indwarJ ].;Llll,l:; :-,Jnilna (~rowers Association. The main objective 
oft his p r U .i (' l t L : t .:, :r a k e 3 com p .1 r a U ve stu d Y 0 f cos t~.; 0 f' t ran s -
po r LI t : 0 II by" h l' 1,: i n g " : \" J r r yin g i tern son ape r son Ish e ad) an cl by 
cablewJY for both outputs (bananas) and inputs (fertilizer, seeds, 
'-'te.; alLl to ':or~:p'HC the quality of the bananas arriving at the 
pacUng q-ltic'f1. The project calls for construction of cablev,'ay 
systems in the Windward Islands of Dominica, Grenada, St. Lucia, 
and St. V j n c l~ n t . .\ ft e r del a y 5 i n get tin g s tar ted, the p r CJ j e c tis 
expected to be completed on schedule with the exception of Dominica, 
where post-hurricane conditions delayed completion. 

The purpose of this project is to design a package of 
appropriate trickle irrigation systems for use in banana crops by 
small farmers in the ~indward Islands. Three small farmers were 
selected in St. Lucia. Water used for this system is obtained by 
gravity feed, thus eliminating the need for pumping. A small wash
out system iSllso installed so accumulated sediment can be removed. 
Results obtained thus far have been encouraging with increased 
yields even during perIods of good rainfall. The cost for the system 
range from $500 to $1,000 per acre excluding freight, water supply 
development and installation. Cost will decrease as acreage 
increases. 

Upda tj~"of Small Farmer Study by CDB - $ 25,300 

This project has just started and consists of an update of 
a 1975 study made by the CDB of the small farmer in the Caribbean 
region i.e., Small Farming Study in the Less Developed Member Terri
tories of the Caribbean Development Bank. As of September 30, 1979, 
no disbursements had been made. 

Conclusions 

Although two or three of the projects di cussed above may be 
of some future help, the basic need for technical assistance in the 
areas of marketing, agricultural inputs distribution, and farmer 
training in utilization of credit and farm management were not 
addressed at all. Consequently, we believe that very little consi
deration, if any, was given to the decision to deviate from the 
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origin~l plan in the ~el(~tion of technical assistance projects 
actually financed. 

:lurin~ our vlsits to the various countries, WE:' found that 
the loeal er('tilt Institutions were in need of technical assistance to 
implc:'nent tht' a~r;cl1l'1rz:l production credit progrilnl, the only loan 
component ~Itn activit)', The general concensus among the officials 
intt:J'\ iL'''LCl "'<-1:~ tll<it tl,t, technical <..lssistance being provided to the 
1 t' S s d (' v cl L' j ll' d ,-':-" 1 r. t r 1 e ~ \0,' as min i mal and 0 f 1 itt 1 e he I p . I nth e 
a~flcliltuL!l pro,:llction credit program, for example, local institu-
t ion 5 h J \' \.' r e c e j \'L' d 1 itt 1 e 0 r not r a i n in gin the pro per uti 1 i z a t ion 
of c red it, 

ill our opInion, the inadequate use of technical assistance 
funds has been a contribl1ting factor for the slo'", implementation of 
acti\"iti~s financed under loan no. 538-T-006. This is particularly 
trllc with respect to the agricultural production credit, marketing, 
J.nd Jgricllltllral inputs distribution components, fields in which 
expertise avai iJble at the local level is scarce and \o;hich could 
derive immediate benefits from any technical assistance received. 

RflO/C and ([Ig officials told us new technical assistance 
projects 1I'<..'l'e beIng considered to facilitate the implementation of 
the various AID-funded programs. We were advised that over $1.0 
million of AID grant funds would be made available for COB's tech
nical aSSIstance activities. As of September 30, 1979, about $70,000 
of the funds made available under project agreement 76-3 had not been 
~1l1 0 e ;1 ted to the com pie t ion 0 f any spec i f i c pro j e ct. We be 1 i eve these 
funds should be used to finance activities as contemplated by the 
project agreement. 

In its comments to a draft of this report, RDO/C disagreed with 
our opinion that COB and AID did not adhere to the criteria estab
lished in the grant agreement for the design, selection and imple
mentation of Technical Assistance projects. RDO/C stated that "The 
banana aeri31 cableway and trickle irrigation projects were commis
sioned 3S adaptive agricultural research directly related to improving 
productive capabilities of small farmer production. The production 
techniques developed through these projects, if successful, will be 
directly rela~ed to the agricultural production credit component of 
the loan. The small farmer study project was commissioned to gather 
base line information to be used in economic impact evaluations and 
the other two projects were directly related to project development". 
RDO/C considers that all projects chosen were selected within the 
guidelines established in the project agreement. 

While the projects selected may technically and legally fall 
within the terms of the project agreement, we do not believe that 
most of the projects adhere to the intent of the project agreement, 
that is, assisting in the implementation of activities financed 
under loan no. 538-T-006. 
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Rer.:Onillit.'llJa t ion No.4 

RDO/C should pnsure that all remai~ing 
funds under project agreement no. 76-3 are 
utilized to finance advisors and training 
1S specified in that agreement. 

Implementati2I1_~~.!:edi! Programs under Several AJ[, Loan Agreements 

CllB's creuit programs being assisted under several AID loan 
agreements h~vc net reached the level of activity contemplated by 
the governIng ~grccments. 

LimiteJ cffGrts to meet loan terms and conditions; ridged 
applicltioll (If subloan provisions; and cumbersome, time-consuming 
and i~consistcnt procedures and sub loan conditions have hindered CDB's 
effectiveness in implementing credit programs. Limited numbers of 
adequJtely trained personnel; deficient records; and lax collection 
procedures have prevented the DFC's from fully utilizing available 
funds. Thus, less than the a~~~ripated number of small farmers and 
industries have benefitted and production has not increased at the 
planned rate. 

AID began providing funds to the CDB in December 1970 to assist 
In the implementation of its credit programs. As of September 30, 
1979, AID had provided CDB with six loans which included support for 
credit programs through DFC's of $10.9 million. Of this amount, $4.7 
million had b0en diEbursed. It is expected that additional funds will 
be provided by thes2 six loans to support CDB's credit programs in 
the future. The funds disbursed by the DFC's were used to provide 
credit for agricultural production, small industry support, industrial 
estate development, and agribusiness activities. 

The agr~cultural production credit program, which provides short 
and medium term production credit to small farmers, has been allocated 
$4.0 million of the funds provided under loan no. 538-T-006. As of 
September 30, 1979, CDB had extended lo~ns to five countries totaling 
$2.2 mill~on of which $412,000 had been disbursed. 

The small industry credit (SIC) program, which provides funds for 
construction, equipment, and occasionally, for working capital, has 
been funded under loan nos. 538-L-001 and 538-L-003. By September 30, 
1979, CDB had extended 24 loans totaling $3.3 million to 10 countries 
of which $1.7 million had been disbursed. Additional funds will be 
provided for the small industrial credit program under loan nos. 
538-T-007, 008/S11, and 012 but no commitments have been made by the 
CDB with these funds. The industrial estate development program, which 
provides funds for the construction and development of industrial parks 
has been funded under loan nos. 538-L-00l and 003. By September 30, 197! 
CDB had extended 26 loans totaling $4.1 million to 7 countries of which 
$2.1 million had been disbursed. Also, additional funds will be pro
vided for the industrial estate program under loan nos. 538-T-007, 008/ 
011, and 012 but no commitments have been made by CDB with these funds. 
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T h ~ :1 g r 1 to U " : r. (' "':- ,:, j i t pro g r a In, '" h i C h p?:' 0 \' i d ~> 5 fun d s for 
A~rlLultur;'l ::'~Jr;','rt "t .,'ities, has been funded under loan no. 
538-L-UO:, :i\ ~l'[i:('mbc.:r 30, 1979, the CDB had extended one loan of 
Sl.,l ;:11111.)::~:' \,h,ch 5·lS1,000 had been dIsbursed. AJdition,:ll funds 
1.11 1 '[1 t' r~")\ 1 d l'.: :" 0:' ;!~: rib us in e ssp r 0 ,i e c t ~ un d e rIo i1 nne s. 53 b ' T - 007 
.lnJ (;(1,'1 '01:, 

YIlt:! t:~t' l\Cf·:.tlJn d funds disburscd under loan no. 538-L-00l, 
which all,'··.:!tt'J :ti-;d disbursed $2.2 rnillioll for smaJl industry and 
InJust"l:i] l'~t.lt(': ~\ltprC)jects, cr,edit activities 'lncier the remaining 
loa n She r t' ': l' j"\' 1';;] i ted. For ins tan c e, 0 n 1 y $ 4 1 :2 , (' 0 0 0 r 1 9 per c en t 
of the i"unJ" :lll::ited under loan no. 538-T-006 for Lhe agricultural 
credit jHO~LI1l1 r.:I\'(,' bel'n disbursed to the small farme( since the 
inc l' r t i 0 Ii ~\ ( t 11 l' ; I r 0 g r J nl 0 n J u n e 30, 1976, ape rio d 0 r mar e t 11 an 3 
y e J r ~'. , T \: III It Lt· r ill u ~ t rat e, the a g ric u 1 t u r alp rod u c t ion c red i t 
I)fo!~r.I::' h:l<; becn l'stahlished in 5 of the 11 countries authorized by 
loan n\:, :;;t)-T-OC'6. :\t the time of our review, two additional appli-
(:It iOIl:' lor the establishment of agricultural production credit pro
).:rams in L';l;'mJn Island, and St. Kitts-Nevis-Anguila ,,;ere being 
conslJefcJ b)' the (DB to establish an APe. Even if these applications 
'here appro\'cd, only a minor increase in credit activity could be 
l'xpcctvd. The countries ~re very small Hith little 2gricultural 
:l~'ti\·it';. II' aJdition, countries 'hith ongoing <lgricultural production 
crl'lli', jJrl~'t:r:lms do not expect a tangible increase in activities from 
the l-,l!'rent level unless program requirements are modified as dis
cussed in other ~ections of this report. 

The D"lin reasons for implementation delays of the CDB's credit 
program~ J)'C discussed beloH: 

-- COB's laxity in complying Hith program requirements -- The 
Project Paper of loan no. 538-T-006 required that "satisfactory 
arrangements for the distribution of inputs in each LDC, will be a 
jlre-conJition to AID-financed CDB subloans for agricultural produc
tion ::redit (t·.PC) in the LDC". Also, Section 5.02(a) 0f loan no. 
538-T-006 provides that the borroHer covenants and agrees "to insure 
that Jppropriate measures are taken for increasing the availability 
of agricul tural inputs in those LDC's where AID loan funds are to 
be utili:;ed for agricultural production credit". However, agricul-
tural production credit subloans Here extendpd to DFC's but input 
arrangements 'here never made even though the project provided $2.5 
million for this purpose. Input arrangements were not improved 
because of the lack of acceptance of the regional project as dis
cussed on page 9 of this report. We found no evidence that AID had 
attempted to get the regional project moving. The non-compliance 
Hith this covenant, Hhich Has never Haived by AID, has been a 
determining factor for the slow implementation of the credit compo
nent. For instance, the lack of sound inputs distribution arrange
ments were forcing farmers in Antigua, Hho had received loans under 
agricultural production credit, to pay high prices for onion and 
carrot seeds, when available, and plowing services were also very 
difficult to obtain. 
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- - L, ..J Il I: IJ. :, ~ S - T - \ I ( ! t, r (' 4 u ire s t hat the C!J R :1 S S i .~ n :1 far In 

imp r 0 \' t' m (' n t ~ f i i ,: t' r tee ;H h i n t e r m e d i a r yin 5 tit uti 0 n top r 0 v ide 
in-(ountn SllPCfV1Sioll (of the agricultural production credit pro-
grar:l ;]nl~ rC;,itlJ ~,_'(hni(:d assistance. Although loan funds total-
in~ SSO(l,unr \>'cr,' ,l\':\i~ible for this purpose, CDR never ilssigned 
Linl iIllId'\~';'" I:t '0 t'!' i\.,,:' to the OFC's, wi th the exception of St. 
LUC1;l'~;. !,.l.l' ~)t, '111'1,1'" farm impr',jvcr::cnt cfficE-l' resigned in 
June 1~!~S; :1'11; tht' jlo~;il!CI; hilS been \'J.cant ever since.) The reason 
given ll~ ,';il !')I' 'lOt ~l)llJ<:,inting tlil'se rersonnel l'I'as that credit 
volumL' ,lid net :, t It'~' their assigLmerlts. This position de\'iCltes 
from the IIltent ,~' thl' program since the main responsibilitr of the 
[arm illipr '\( I'L'nt ,'ff:ccr:; was to manage and, Idth their in-country 
supcrvlsloL, to I,romote the APC program. In addition this represents 
a non-,~ompliancc y;ith a loan requirement y,;hich had not been y,1:1ived 
br ,'\ID. Th(' l,c',": Cor farm improvement officers' services I\'as evident 
a t t h L' ~ h r n' Il f l 's h e \ i ;; i t e J . Far In e r s I~ ere not full yaw J. reo f the 
existellce of the 3gricult,Jral production credit progr31n and agri
cllltur~'l C'xtension officers were not receiving adequate informJ.tion 
and assist~nCl' for promoting the program. In Belize, for instance, 
when a cfl~Jit Jpplicatjon is received it is the DFC who makes the 
JeterP.lination J,C to hh;Jt (unus shOUld be used. A recent e\'~lluCltion 
report, August - October 1979 on loan no. 538-T-OOb highlighted the 
imporLlnL'C' or the farm improvement officers ' participation In the 
agricultuJ'3l nroduc:tjoll lredit program and recommended the1r appoint
nJent as ~, cOLJition to the extension of the terminal disbursement date 
for t h l' ll' ,j i1 . 

-- CDB's inflexibility in applying subloan provisions -- Sub loans 
with the DFe's include conditions which are not realistic, thus not 
J.djusted to the inuividu:Jl country needs. For instance, the subloan 
for a ~mall industry c~edit in Antigua provides that the Det worth of 
prospective borrowers should not exceed $36,807, a requirement of 
lo~m no. 53b-l,-003. The DFe's Small Industry Loan Officer of Antigua 
told us that this net worth limitation was a problem for ~pproving 
subloJns. Prospective borrowers that could participa(e i~ the pro-
gram normally exceed the net worth requirement. This Small Industry 
Loan OfCicer fllrther stated that a three-bedroom house is worth over 
$25,000, ~lllJ if its value is added to the value of furniture, vehicle, 
other personal items and business property, the indivjdual's net 
worth would exceed the limitation. This wOllld be the case of a middle 
class entrepreneur, the prospective subborrower of the small indus-
triJ.l credit program. The Small Industry Loan Officer went on to 
say that ~!s a minimum the' net worth limitation should be incre3sed 
to around $73,000. 

The General Manager of the Antigua DFC complained that CDB 
approval WJS required for all subloans under the SIC program regard
less of the amount involved. This requirement, in addition to the 
time consuming (6 to 7 weeks) approval process, negates the oppor
tunity for institutional huilding as the DFC is operating as a rubber 
stamp institution having no decisions to make. This General Manager 
feels, and we agree, that some degree of responsibility shculd be 
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JelegatcJ Hi ..I) i" :ir~,: :'i';dl industrial credit subloans to make them 
i (' L' 1 t h (' ;; ,I r l pt· r J. tl nL' ,;:; :l n ins tit uti 'J n . .-\ ft era 11, t h c [) F CiS 
S h 0 U 1 J b l' 1 n ,I b t' ttl: r i ;,~" i t ion t 0 j u J ~ e a n ,i e \' a 1 u ate pot e n t .i :l 1 
h 0 r r 0 \<,' C r s ~ i r I "- l t: l' ;' ~ ) i \ '\ h t h t' p e 0 p 1 can J the pro j e c t :; . The r e [ 0 r e J 

some oper:ltin.l; dv i~ior'" should be J('lci~:::ted to the DFe's for 
:!ppro\'ill~ '::";I!~ lid',,;t. 1:!1 credit subloons. 

- - l ~ t, ),', I',:, t, ' Ii:; \1'. ' ':,: pro c e d L! r e 5 ::1 ret 0 0 C U In b e r :; 0 Tn e, too t i Tn e -
( 0 11 ~ U III i n ~ J 1 L: l Ii, ' ) n ~ 1 :; ten t - - C D b r c qui res d e t J i 1 e d fin L1 n cia 1 rep 0 r t -
i II g ~!l 0 n ,L; \, 1 t L , ': pelt I n ~ doc' u men tat ion r 0 r a 11 a g ric u 1 t u r alp rod u c -
t i 0 II C r l' d itt raIl' il c t i 0 . J s, G e n e r al ~ 1;,,;, n.1 g e r s 0 f D F C' s fee 1 t his 
requirl.:.'Jlil'flt i-~ ,;:,!(,JIi.Q,lC for a program of this type. In addition, 
h' L' f 0 II Il J t L e jI r..: l J u res \",' r (' not con sis ten t 1 yap pI i e d . In the ;1 g r i -
,: II 1 t u r :il jH G d II C t I ,) 11 C r I.:.'.L t pro g ram, for ins t.1 n c c, the St. L u c i J D F C 
onl~' lllrn::;i;l'~ ;,,!\"-ol~::wcts \-;hile the ,\ntigud DFC provided .111 
support lIl,l' 11l...:.'11<:, in,'clc('S and payroll sheets reg~lTJless of the 
:nnount. Un tile c.~Lher !1,lnJ, the Beli::e DFC has on occasions been 
reimbursed h'ithollt h~l\'~Il:,,~ to submit an;: JocllIncntation. Also, the 
D F C G e ncr; 1 J ~ : a 11;! g e r s 0 f :'\ II t i g u a and Bel i :: e t old u s t hat CD B cum b e r -
~ 0 m t' pro c e d LI 1 (;:, had for c edt hem t 0 usc nrC' S 0 \\'Tl res 0 U r c e s rat her 
th:!I1 AID fund:; t, fin:lncC' both small inJilstrial credit Jnd :lgricul
tur:il prOLiU(tlun ,redit luans. 

-- CnR'::; "onflictll1!: sllbloan condition:--; -- While AID is tryipg 
to rnJ~C' agricllltllr:d Clcdit available to mo.rginaJ. farmers \\'ho have 
no ac(ess to "cJi),);,(:'rci:d credit by minimi.zing tradi'lional collateral 
r('qllirl';li(,ll~"" lhe CDB le;lding conditions h:I\'c not been relaxed to 
I'l'.1ch mar/,;ln;:] [;1;r:1('r:" ror inst3w:e, in IlIlplernefitation Letter ~o. 
1, i~; s U l' J ,) n -; c jl tern b l' /' 1.3. 1 9 7 6, A IDs e t 0 u t the c r i t e ria ail d ;" e tho -
dology tlld! ('[)!; s!Jould ,;<l in selecting and approving subprojects 
undcr L,lfj :lG. S:'0-T-OUc). AID required that only crop liens be 
w'cL ;J~. :'''u~ Lite]';]; fC'r :Ii'ficul tural production credit sublo~J.ns. 
fI 0 \\ e I; e r, C j) E L:.l S con till u edt 0 r e qui res e cur e d mar k e tip. gar ran g e -
IT! l' n t S h' hie h ITi ; i r ;,: i II a 1 f a r;r; e r s can not pro v ide a s the y are not (1 r g ani zed . 
~e found no c\'iJence thJt AID has seriously attempted to get CDB to 
reI a x its 1 C' n ,i i n g con d i t i (} n s tor e a c h the lTi a r gin a 1 far mer wit h fun d s 
provided L1j,JC'!' 10<ln no. 538-T-006. The Cenr2ral ~1anag2r of the l3elize 
DFC tolJ us thH t.l:e bulk of the small farmers in Belize do not meet 
the credit :requirement:; of the agricultural production credit pro
~ram (marketing drrJ.ngcment5 and land tenure) 50 their participation 
in the agricultllLl1 production credit program has been limited. 

Drc s Jo not h:1\'l' il uniform or planned method of promoting the 
agricultural plOJl:Ctio~j i.~rccllt program -- Primarily they rely on the 
agricultural (:dt:nsiol'. officers and the agricultural information 
officer. 1l0\h' ... ·cr. mdU,rials and campaigns developed by the informa-
tion officer \\2rc con:;iJered inadequate by all DFC's we visited. The 
i~form.1tion provided wus roo fragmented and too sophisticat0d for 
the small farmer. 
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-- DFC's do riot have ~ farm improvement officer specifically 
appointeJ to hod. ill th: promotion, supervision, and administration 
oft h l' J. g r 1 C: I I t Ij r a I pro due t ion c red i t pro gram - - In the D Fe' s we 
vis i ted I 1 tap Jl 1..' 3 r~; t h l' a g ric u 1 t u r alp rod u c t ion ere d i t pro g ram i s 
secondary to other ore rrograms and farmers are serveJ on J first corE 
fir s t s e r '. C II b : 1 S i " _ I I; Rei i z e, for ins tan c e, i t .i s the loa n 0 f f icc r 
who makes the ~etel~~nJtion whether or not to use agricultural pro
due tic r. ~ r c ;~ .~ t ; ;,1 i I oJ S j n 1 JT 0 C e s sin g 5 ubI 0 a n s . 

-- Dre's do i·jt havl' JdeqJate personnel required to carry out 
some of the project eV21uations and appraisals -- In most instances 
loan officers ~et involved in the process of helping the prospec
tive subborror.'ers in completing their subloan ap~lications and sub
sequently evaluating them thus jeopardizing the objectivity of the 
loan officers. 

-- IlFC':' JeficienciC's in the maintenance of records and 
doc u In e 11 Ll t .i 0 Il - - Arc sen" e J. ceo u n t for the r i s k pre m i u m be i n g colle c t -
ed on the agricultural production credit program has not been set up 
in -some of the DFC's we visited. Documentation in most individual 
loan files WJ.S incomplete. For example, in Belize copies of loan 
agreements Jid not have the manager's signature. Checklists of loan 
preconJitions ~ere missing from all but one of the files examined. 

-- Lax collection procedures -- With the exception of Belize, 
which is il: the process of implementing a uniform set of guidelines, 

collection procedures wc.re found to be lax and inconsistent. For 
instance, accounts arc not being aged on a timely and consistent basis 
delinquent reports are not beIng prepared regularly and foreclosure 
procedures are not promptly initiated. 

-- Indiscriminately recycling of funds -- With the exception of 
the Belize DFC, we found that funds were being indiscriminately re
cycled at the other DFC's. 

We believe that before significant progress can be made in 
COB's credit programs action must be takeIl to get compliance with the 
provisions of loan agreements, improve procedures and train personnel. 
In the August - October 1979 evaluation of loan no. 538-T-006, it was 
recommended that if the terminal disbursement date was extended 
changes and adjustments should be made in the credit program. The 
evaluation report recommended that agreement be reached on the use 
of farm improvement officers, regulations and guideline~ should be 
reviewed and amended to make credit available to a wide range of 
individuals, and technical assistance should be provided to improve 
the DFC's capJbilities in approving, recording and collecting loans. 
We believe that the recommendations made in the evaluation report 
are valid and should be implemented. We have no additional recommen
dations to make. 
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l,:nproper ~Ianage_~~!l! _~L.Junds Advanced Under '-oans to CDB 

Funds at!\':Jn;:-c,! to the COB under sevelal AID loans have not been 
properly mJnagcc; h:-' 1l.L'c'~/C. Operating rec\uirements were not )<nown 
or frequl'::!l\' rc\'~t'v;eJ. Consequently, adv;1nces were m~de which were 
not nccJl,J or uscJ on IOJn actilities for extended periods of time 
th'J~ ~ll!!lL' __ ~·~·::.!ril\· ~!1;.,rC:lsing the cost to the U.S. in providing 
ass L ~~ t .i 11 ,-' t.' • 

LlCh ;,:;f the l,)ans rcvie'tled contained provisions for making cash 
adV:lllCl'S to CDB ~o co\'er operating requirements. That is, to ensure 
that funJs I,'ere ,i\'diIJblc to make agricultural production credit loans, 
:\ I D '" 0 u 1 d m J k e (l d \' an c est 0 CD B . A c cor din g t 0 A I D pol icy, the sea d -
VJnccS ~cr0 to he limited to 3-months operating requirements. How
C\L'r, h'C fO\lr\ll th:!t nothing "'CiS done to ensure that the AID polic), 
KJS being aJhercJ to. 

Between Scptcmbt.'r 30, 1976, and September 30, 1979, AID :tdvanced 
COB $0,~50,000 under several loan agreements. Infc ma(ion regarding 
hOi'; many of these funds had actually been utilized on implementing 
loan activities "':1S not readily available, but RDO/C records showed 
thJt CDB had outstanding advances as of September 30} 1979, of about 
$5.9 mill10n. 

\\'e noted during our review of COB records chat some advances 
.... ·ere promptly deposited in interest earning accounts and that the 
interest carned h'as transferred to CDB's operating account as interest 
income. For Example, on June 1, 1978 a $250,000 a~van~e under loan 
no 538--T-006 was made to CDB for the purpose of getting the project 
started. This Jdvance, which was approved by RDO/C with minimum 
r C'v i C \\., t 1I r ned 0 u t to f J rex c e edt h e i mm e d i ate nee d S 0 f the pro g ram. 
It was never used for project purposes and remained outstanding 
through September 30, 1979. Interest earned on this advance was 
transferred to the COB's operating account. We could not readily 
determiIle the total amount of interest earned on all loan advances 
from CDB's records. CDB has been requested to develop this total 
Jnd to forward it to RDO/C. 

When we discussed the above situation with the newly appointed 
RDO/C Controller, he agreed with our finding and during the audit 
initiated corrective action to recover loan advances not being used 
to further loan activities. Also, he instituted sound policies that 
should prevent the indiscriminate issuance of advances. As of 
December 15, 1979, COB had liquidated over $3 million of the advances, 
leaving an outstanding balance of $2,842,520. RDO/C advised us that 
all outstanding advances are reviewed monthly for utilization and 
turnover rate and such action as required is taken. Therefore, we 
are making no recommendation. 

We re4uested an opinion from the RDO/C's Regional Legal Advisor 
regarding interest earned on funds advances under loan agreem~nts. 
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The 0 pin llm 5 t a tt· ~ 1 h;1 t ~ l nee the loa 11 ;j g r e em c n t s \-,"1 the D B don 0 t 
include ~i [11 .... '\':51-:1 rCljL:iring the return of any interest (,:.trned 
the r cis ' , ilO 1 e \~ :1 1 b J ~: 1 ~ f:) r A I D toe 1 Jim J rig h t too r a de g r e e 0 f 
control o,,',:r the l',lrneJ ;nterest". IIo\,e\'cr, \-;c question CDB's 
pract i((' ,( lll'.l':, In' 1 1(' funds and :lPI'-oprjatin,\~ interest proceeds 
t 0 5 U b s .1 d 1 ::: l' 1 l ~ J P l' LIt : n g ex pen s e s . I II 0 U r 0 p i J 11 'J n, the jJ roc e e d s 
froll1 t h l' in t c' )" est " i, n 1 J I ': hE' ret urn edt 0 the U. S. T rca sur y ass tat e d 
in Allir~ ,'.1"11 :i,ll::t\~er'lt'nt I,rocedurc's contained in STATE 273219 of 
Oct 0 b e r 1 ~l , 1. 9 " :), S e ( t 1 iJ ! I I I . I' . C 1 .: : I I • • • e x c cpt h' h c r e con t r J r)' t 0 

Ln;, Interest carH~d Oll federal funds by recipient organizations is 
promptly p.jjd U\'c';' to the treasL'rr". If it is not possible to re
cover interest c:Jrned, then it should be reprogrammed for t.he same 
purpose d~ thl' liJclIlS. However, sin-.:e the ,\ID IIandbook is silent in 
this respect clnJ the subject of interest earned on AID loan advances 
mar h a \' e h'U r j d \,' i d (' i n IJd i L a t ion s, \,' t' are ref err i n g t his mat t e r t 0 

A I D' S 0 f f 1 cell t t h L' ~; (' n l' r :l 1 Co u n s elf 0 rae t ion . 

RecommenJJtion ~o. 5 

The Office of the General Counsel, 
AID/Washington should make a determina
tion of the final disposition of interest 
e:.l"ned on AID's loan advances and request 
ar.JTopri,lte AID offices to take neces
sury :1ction. 

AID's Audit Rights for l,odils to CDB 

AID's Judit rights are not clearly ciefined in the loans to CDB 
and related subloans with the DFC's. The loans and subloans do not 
include the .standui.-d L-mguage regarding reports, records, inspec
tions and audit. Thus, AID may be denied the :ight to audit activi
ties to the level considered necessary in the future. 

Appendix 9A-l of AID Handbook 3 lists standards to be included 
ln loan agreements. In Section B.S the standards for repelts, 
records, inspections, :md audit are given. In subsection (c) it 
states the borroHer h'j I ~ "afford authorized representatives of a 
Party (AID) the rpportunity at all reasonable times to inspect the 
P 'oject, the utili::ation of goods and services financed by such 
Party (AID) and books, records, and othtr documents relating to the 
Project and the Loan". (Information in brackets and underscoring 
added) . 

The AID loan agreements with CDB include provisions on the 
maintenance and audit or records and rights of inspection. However, 
these provisions are not specific regarding AID's right to inspect 
(audit) books, records, and other docume~ts. The provisions pro
vide for regulnr audits by en independent auditor acceptable to AID 
and that "authorized representatives of AID shall have the right at 
all reasonable times to inspect financed subprojects and the 
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'..J tIll;: a t ion 0 f ..I lIt, 0 U J 5 J n d 5 e r \' ice 5 fin a nee dun de r the Loa n' I • We 
bel i e \' t.' t h J tar r 0 \" i 5 i ,j n v; hi c h 5 P e c i f 1 call)' aut h 0 r i z e s A I II to ins pee t 
lauJIt I 1)C'uks, ft.<orJs, J:1d other dOCUITlcn1 s should have been included 
1 jl the 1 0 ,\!'1 d ~: r e l' ;:1 l j 1 t s t c [ u 11 y ~, J f e g U J r ,1 ,\ I [) '5 au d i,', rig h t 5 • 

n,t ~\.b ! ,~ll, :,'<:>:ance (loans arJd gralits) to the fnglish-
5 p C J k 1 fl i: " \ ! n '~ r 1 '_' ~ III : l:'~' C ;l r i h I-w 1 n '" Y" 3. "~ f l! l:r: ell C' d t h r c ugh l he 
cnlL T~'l ,!l:l, ,:' :he r,"I!OhCf :JllJ the :lLiminiqering il!'Cncy, has 
prlI::an' rt';j'\.'I',';J'jJitl !,l U\'l'fa:l ,dILllll<;tratjoT, and coordination 
oft h : S J:';' l.~ Ll " ' The ~- D H l'fl ann t" 1 s t his J s 5 i s tan c e tot he 
r C c 1 P 1 l' n t COd n t r : t'S by ;;1 can s 0 flo a nag r e em en t 5 bet wee neD Ban d 
10c;11 I;JI't'lrifll,'nt', or DIl:'S. These loan agreements stipulate that 
all rlc'lil'; ,f :lU~it <lI'l' reserved tu the CDB ,i!ld no l,ro\"isic'n has been 
m;1Lk t,Jl .l'lci:!' Lv eIther interested parties, such as :UD. 

\\'l' dl.,ctl.,~;,',l the :d",\,'C SJtuJtion hith the IU)O/L~ Regional Leg.:ll 
:\d\'isur, lIe 1:-- ,~>t thl' 'pInion that :ULJ's audit rights J.re clearly 
e s LI b 1 i c' h l' Ll ; 11 l J. ( , 1 n J nab r e (' men t s . Ace 0 r J i n g tot h e pro vis ion s 0 f 
the lean :i).;rec'T1crlts, cn}'. has to furnish AID <lEy information and 
dOCLlJrll'llt:lt lJIl rCl/Ul,steJ ,1I1J the Region:tl Legal Ad\'jsor believes that 
t hi" ; , r L' t l' C l'; :\ I [J 'si n t t' res t s . IVe bel i C' \' e, howe v {' r, t hat the A I D 
a ud i t r i:< ! 1 t ,; i s :~ u ,: s h 0 ll] J bee 1 a r i fie d I-,'J the 0 B for bet t e r pro gram 
o p l' ( .1 t' 1 l' II ,; • 

[n Ie l\' to a draft of this report, HDO/C stated that it was 
not :IW,IJ'l'lllY instances in Khich audits, including this audit, 
han' beell 1'):t!l,led becail::;,,' of the wording of the above clause. In 
RDO/C' , OptJllOn, rhis (lcarly indicHes that the wording of the 
clausl' i~ not Jcflcient. While we had no difficulty during this 
au d it, 1 J 1 1::; 1'1 a y not bet rue a t s 0 m e f u t u ret i III e . 

RDO/C Slates thdt the clause used in the loan agreements is 
a st;1TlddrJ proviSIon taken from AID's model agreement. While the 
clJuse in the AID loan agreements with COB rn3Y be J standard provi-
5' iUll t:J~eJl from AID's model agreement, the clause used in the loan 
agrcl'J;)cnt is ilot the s:ll'le clause as the one shown in the AID Hand
book. 

The RDO/C Regional Legal Advisor advised us that he does not 
consider it legally permissible to attempt to change audit rights 
by unilateral implementation letter. We are not requesting that 
AID's audit rights be ch1nged, we merely want to ensure that they 
are clearly defi.ned to avoid conflict in the future. 

RecommenJation No.6 

RDO/C should issue implementation 
letters to clearly define AID audit 
rights on all active loans with COB 
and suhloans made by COB. 
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Rfl'l'C'S '\'l"r~;J~ht C1' progr.1m ~cti\'itics has not been forceful 
('nou~h:o :itLtir. l:.:,::ptaldt 1;.;\'('15 of progress. In some pJ(jgL.lIn 

a r (' J ~', 1 itt 1,' ('::, r t h J ~ bee n s pen tin m 0 n i 1- 0 r i n g A I [l - fin a r: c e d 
adivirj(:,C: ()elli'. 1::1[11er:ented by CDR. ConsequelH]:, RDO/C has relied 
malnl:' ()r~ '~:!lJ'~ l(·r'.,",,!·t-~nt.: to be al~~)rispd c,f r;rCbY'Jr.i rrDb2·l-.~:., 

probll'r," :!!l.: .l·-:,-n',pii:dlfnents. \';r- found some of CDB's repurts:o 
be in;,dt:'(:'::L'" "1"(' PL1()·C offici :5 contend that AID act;ons ;Ire 
limit",1 rl.J'>c· :hl lack of defined procedures outlining the 
pro.: e (' t , l:l;' 1 C j'i l' , :1 t j. n :T, 0 nit 0 r in h fi r () c C S S • 

!l·t.-'lll~l' Oi die H;~:ional concept ilnd policy declslon, UJl-' \,as 
gnlL :l Je::rC'{' u( w;crJtional autonom)' in carrying out AIL.! progr:Jms. 
For illst,dl·,f', il'ill Ill'. :~.)8-T-006 provided in Annex I that O\'C[; . .!ll 
aL1IHnlstr:!tJ(.jJ 0i' the plC\gr~m \\'ilJ be the responsibility tJf t}c CnB's 
dgrj,'-llitu!dl di','islUll, :Jssisted by other CDB divisions as ;1!1;::('r1 :ate. 
B:lscd un l!ti~ ::ll1IiOlJt)', (DB, follo\\ing the project plan, (ontactL'd 
individual >tJL'~j and prepared country plans, selected intermediate 
ere J i tiT! s t Lt uti 0 n s) r113 J e pro j e c tap p r a i s ~ Is, a p pro v e d pro j e c t s , 
:1 p poi n t t' J l' r () .i (' C t S lJ J) C' rv i so r s, en t ere din t 0 1 a a nag r c e rr. e n t s h j t h Il F C ' s 
o r f' 0 i t' r n In l' II t ~~ :11' d c1 j shu r sed fun d s . The s c 3 C t ion s we ret a ken j n 
con~:,t:l'~'~Lion (if the i;eneral framework of the agreement. While we 
agree th:l'L L~IJ!) :;}lOulJ be given the freedom to rrlJke d~cisions and 
i m p1 (' III ( , n t ,\ r 1 ) - r in. Inc (' d . I C t i v i t i (' s, i tis n e c e s s a r y t hat A I D 0 f f i c i J I s 
be 3\\':II'l'lj h'h~lt is being done, \\'hat problems exist, ;:md make sure 
that :Ict L(lll i~; takell to improve operations and the accomplishments 
of s tat L'd [l h ; c' c t j \' C ~, , 

RfJO/C Ij~s not l,jaced sufficient emphasis on monitoring. This, 
'n'e feel, is dlrectly attrjbutable to RDO/C staffing deficiencies 
dllril!~: the c:Hh' )'f"11':; IJf the mission. We noted that although the 
RDO/C main!;: lflL,i ont lif the largest programs in the Latin America/ 
Caribbean bUl'Call, ('(lmmensurate staff was one of the smallest in 
number. ,\~; d rcsulr, ,IS ~hown in the other sections of this report, 
imp I em c n L a ti 0 n pro b J l'In S h :l V e no t be en so I ve d, com pI i an c e wit h t he 
terms and canJi t lOllS 01 loan agreements have not been achieved, 
drawJown~ have been slow and AID's new programs are being developed 
without beneiH of full information on operating deficiencies of 
existing programs. Loan no. 538-T-006 serves to illustrate this 
situation as 77 percent of the time has elapsed and only 4 percent 
of the funds had heen disbursed. 

Some project managers at RDO/C confirm that their programs 
are not rece :.'in 6 sufficient monitoring. The RDO/C in conjunction 
with the CDB does not reguLarly make field visits to DFC's. Pro-
ject managers do not become famili~r with field personnel and learn 
first-hand of implementation problems. We visited three ccuntries 
and discussed this with DrC personnel. In St. Lucia, for example, 
the Manager 0f the Agri(~ltural and Industrial Bank told us that only 
one visit h~d been made by RDO/C officials during the past year. In 
the Jther tW0 ~o~ntries, formal visits have not been made. 

- 25 -



COB's reports ~rc inadequate to keep the RDOIC project 
technician fully informed of DFC implemenration bottlenecks. 
Some of the DrC's complaints were: 

The disbursement docume~tation procedures were so 
burdensome that many farmers in St. Lucia who could 
not write were being exploited by farmers who could 
hritl' b:-" ch,-irpng exhorbitant rates for the prepara
tion of pay sheets and other documents required for 
dis bur s C' ;1: e n t p II r p 0 s e s . 

COB reimbursement procedures were too time consuming 
and too cumbersome. COB required detailed financial 
reporting along with supporting documentation for 
all agricultural production credit transactions. 
Thus, insignificant amounts such as $3.38 paid by a 
small farmer in Antigua for agricultural chemicals, 
had to be reported. Since small purchases are the 
biggest volume of the credit utilization, we ques
tion the rationale for requesting supporting docu
ments for all agricultural production credit trans
actions from small farmers. Agriculture production 
credit should perhaps be supported by farm progress 
leports prepared by technicians supervising credit 
rather than by invoices, receipts and payroll sheets. 

CDB reimbursement·; were so slow that liquidity problems 
were being experienced by the DFC's in St. Lucia and 
Antigua. For example, the National Development Corpora
tion in St. Lucia was behind in making construction pay
ments on the industrial estates program and complained 
of reimbursements delays of up to 4 months from COB. 

Technical and administrative staf~ were not being 
provided by local governments in S;. Lucia, Cominica, 
Antigua and Belize. 

The lack of adequate agricultural services and the 
absence of sound marketing structures are serious 
problems affecting the DFC's operation. Plowing 
services were critically needed in Antigua, and 
sound marketing structures for vegetable and some 
other products were lacking in St. Lucia, Antigua, 
and Belize. 

,- Other deficiencies noted in CDB reports were that 
some subprojects were not timely reported; standard 
formats were not always completed and mathematical 
errors were sometimes found in statistical tables. 
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Despite the inadequate flow of technical information, RDO/C 
yielded to 3 re4uest from COB on Aug'...~st 30, 1978, to change the 
reporting requirements. On November 14, 1978, RDO/C authorized 
COB to reduce thc frequency of narrative technical reports from 
quarterly to annually. This concession was granted in order to 
accommodate COB's desire to have its narrative reporting workload 
reduced. 

h'c bclie\"c Lhis reduction in the frequency of narrative 
reporting would havc been merited if the format of the report had 
been revised in order to provide more comprehensive information. 
This revised format, with both administrative and technical per
sonnel inputs, ~ould have been useful as a tool in making desk 
reviews of the ongoing projects. 

Even though RDO/C te ..... imicians are not a party to the CDB 
operating decisions, RDO!r needs to maintain oversight responsibi
lities, needs to be full; informed, needs to know if AID agreements 
are being complied with and whether matters affecting implementa
tion are being acted upon. To do this, RDO/C must not rely primarily 
on existing reporting systems, but must obtain first-hand informa
tion from observations in the field. 

RDO/C's staff has been increased which should help in monitoring 
AID-financed activities However, we believe that to effectively 
monitor these activities procedures have to be established and pr0-
ject sites have to be visited. 

RDO/C commented in its repJy to a draft of this report that we 
should give a more definitive explanation of what is implied as 
adequate monitoring, especially in light of RDO/C's unusual rela
tionship with CDB. We believe that regardless of any "unusual 
relationship" adequate monitoring has to mean that RDO/C knows 
what's going on, and is in a position to take action to ensure that 
projects are effectively, efficiently and economically implemented. 
For example, RDO/C should have known whether participating countries 
were making required contributions and been in a position to take 
action. This was not the case at the time of our review (page 9 ). 
Also, RDO/C should not have advanced funds to COB which were not 
needed to implement project activities on a current basis. We 
found that RDO/C was not appropriately managing cash advances at 
the time of our review but has now taken action to improve its 
operation (page22 ). These are only two examples of inadequate 
monitoring noted during OU7-' review. Most of the problems regarding 
delays in implementation and needs for redesign discussed in this 
report stem, in our opinion, from a lack of adequate monitoring. 
We believe that had AID representatives, whether in AID/Washington 
or assigned to RDO/C, been providing adequate monitoring many of the 
problems noted could have been res~lved and more implementation 
would have been accomplished at the time of our review. 
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Recom~endation No.7 

RDO/C should establish procedures 
and schedule field visits to project sites 
that will ensure adequate monitoring of 
AID-financed activities. 
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REGIONAL DEVELOPMENT OFFICE/CARIBBEAN 

EXHIBIT A 
Page 1 of 2 

AID AGRICULTURAL AND INDUSTRIAL LOAN FUNDS ALLOCATED TO DFC's THROUGH 
COB AND A~IOUNT OF GRANT FUNDS PROVIDED 

As of September 30, 1979 
(In $000' s) 

COB 
Amount of COB Loan Disburse-

Loan No. AID Loan Value ments Balance 

538-L-00I Special Dev. Fund - I 10,000 2,197 1 / 2,197 

538-L-003 Special Dev. Fund. _.- II 12,000 6,569 1 / 2,128 4,441 

538-T-006 Integrated Agricultural 10,000 2,163 2/ 662 1 , 50 1 
Development 

538-T-007 Regional Agribusiness 6,500 3/ 

Development 

538-T-008/ Caribbean Dev. Facility 20,000 il 
- 011 

538-W-012 Employment/Investment 8,400 
51 ~I 

Promotion 

Total 66,900 10,929 4,987 5,942 

Grant Amount 

Grant Agreement No. 76-3 400 330 70 
= 
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EXHIBIT A 
Page 2 of 2 

Explanatory ~otes 

1/ Represents lo?n proceeds channeled through the DFCs for 
commercial cr~dit to farmers, entrepreneurs, local insti
tutions, and national governments. 

21 Project Paper allocated $4.0 million for the APC program. 
In addition ffiarketing sub loans up to $100,000 would be made 
through the DfC's. 

31 Nothing specific has been allocated for DFC's commercial 
lending, but the loan agreement provides $5.2 million for 
private sector lending of which individual sub loans up 
to $100,000 w~uld be handled by DFC's. 

41 No specific amounts have been allocated to DFC's. However, 
$2.0 million have been set aside to finance local currency 
costs and limited amounts of foreign currency costs of 
selected projects at the less developed countries. 

51 The loan agreement provides $3.9 million for the financing 
of small and medium industry and industrial estate credits. 
The remaining $4.5 million would be for direct lending to 
private and public sectors. 

6/ DFC's and commercial banks will have access to use loan 
resources for sub loans up to $100,000. 
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LISTING OF RECOMMENDATIONS 

Recornmenda l: ion No. 1 - Page 9 

RDG/C should redesign the project 
fLlanced with funds from AID loan no. 
538-T-006 to ensure that: individual 
country needs and characteristics are 
appropriately considered; workable 
goals and benchmarks are established; 
and baseline data are colJected. 

Recommendation No.2 - Page 10 

RDO/C should ensure that the 
agreed upon counterpart contributions 
under loan no. 538-T-006 are made. 

Recommendati~n No.3 - Page 12 

RDO/C should establish procedures 
for conducting joint evaJ.uations on a 
timely basis. 

Recommendation No.4 - Pa~e 17 

RDO/C should ensure that all 
remai~ing funds under project agree
ment no. 76-3 are utilized to finan
ce advisors and training as specified 
in that agreement. 

Recommendation No. 5 - Page 23 

EXHIBIT B 
Page I of 2 

The Office of the General Counsel, 
AID/Washington should ma~e a determina
tion of the final disposition of interest 
earned on AID's loan Rdvances and request 
appropriate AID offices to take necessary 
action. 

Recommendation No.6 - Page 24 

RDO/C should issue implementation 
letters to clearly define AID audit 
rights on all active loans with CDB 
and subloans made by CDB. 
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Recommendation No.7 - Pa~e~ 

RDO/C should establish procedures 
and schedule field visits to project 
sites that will ensure adequate monitor
ing of AID-financed activities. 
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Page 2 of 2 



LIST OF REPORT RECIPIENTS 

Deputy Administrator, AID/W 

Assistant Administrator - Bureau far Latin America 
and the Caribbean (LAC), AID/W 

Assistant Administrator, Office of Legislative Affairs 
(LEG), AID/W 

Controller, Office of Financial Management (OFM) , AID/W 

General Counsel, GC, AID/W 

AID Representative, Regional Office for Caribbean 
Programs, Bridgetown, Barbados 

Country Officer, ARA/CAR, AID/W 

Director, LAC/DP/PO, AID/W 

Director, OPA, AID/W 

DS/DIU/DI, Room 813, SA-18, AID/W 

Auditor General, AID/W 

AAG/Africa (West), AID/W 

AAG/Africa (East), Nairobi, Kenya 

AAG/E, Cairo, Egypt 

A~G/EA, Manila, Philippines 

AAG/W, AID/W 

AG/EMS/C&R, AID/W 

AG/PPP, AID/W 

Inspector-In-Charge, lIS/Panama 
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