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NAME OF COUNTRY 

NAHE OF PROJECT 

NUMBER OF PROJECT 

NUMBER OF LOAN 

AUTHORIZATION AMENDMENT 

Dominican Republic 

Commercial Farming Systems 

517-0214 

517-T'-066 

Pursuant to Section 103 of the Foreign Assistance Act of 1961, as amended, 

the Commercial Farming Systems Project for the Dominican Republic was 

authorized on June 1, 1987. That authorization is hereby amended as follO'..Js; 

1. In paragra.ph 2, the second sentence is amended to read as follows.: 

"The Rural Financial Services component will be implemented under a 

grant agreement with the Central Bank of the Dominican Republic; the 

agribusiness credi t component ("bridge credit") will be implemented 

through a loan agreement with the Technical Secretariat of the Presidenry 

("TSP"); and the Agri.cultural Technology Development component will be 

implemented under a grant to the non-profit Agricultural Development 

Foundation (ADF)." 

rvl 
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2. In paragraph 3.d., Conditions Precedent to Disbursement, First 

Disbursement (Loan), subsections (iii) and (iv) are to be replaced, and new 

subsections (v), (vi), and (vii) shall be added, to read as follows: 

"(iii) A description of the mechanism within the Technical 

Secretariat of the Presidency by which the TSP shall perform its 

functions under this Agreement and under its cuntract with the 

Depository Bank. 

"(tv) Evidence that the Depository Bank has the administrative and 

financial management capabilities required to comply satisfactorily 

with its responsibilities under the contract with the Technical 

Secretariat of the Presidency; 

"(v) A copy of the contract between the Technical Secretariat of the 

Presidency and the Depository Bank, which fully describes the 

responsibilities of the Depository Bank; the systems, criteria, 

procedures and reports to be employed; t:le fee arrangements; and the 

structure of rates of interest to be used at all levels in the 

program. 

"(vi) A copy of the model contract to be utilized between the 

Depository Bank and the Partic1pating Financial Institutions (PFIs) 

wh~ch describes the terms, conditions and procedures by which the 

PFIs will gain access to project funds for their lines of credit as 

well as the standard provisions to be contained in agreements between 

the PFIs and their agribusiness borrowers. 
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"(vii) A project reporting plan that specifies the content Rnd 

frequency of reports that will be provided by the PFIs to the 

Depository Bank, by the Depository Bank to the Technical 3ecr~carfat, 

and by the Technical Secretariat to A. 1. D. " 

3. In (e.), Special Covenants (Loan), the following language shall be 

added: 

a. At the end of paragraph e.(i) the sentence "The costs of evaluations 

shall be paid from the Fund, which includes the contributions of A.I.D. 

and the Borrower and any interest earned thereon, in the manner to be 

indicated in Annex I to the Loan Agreement" sha.1.1 be added. 

b. An additional paragraph e. (iii) which shall read: 

"(iii) Annual Audits: The Parties agree to establish a plan of 

outside audits for the Project, the cost of which shall be paid from 

the Fund, which includes the contribution of A.I.D. and the 

CooperatIng Country, and any interest earned on the principal in the 

manner indicated in Annex 1. An independent audit firm will be 

contracted by the TSP each year to perform a financial and compliance 

audit in accordance with U.S. Government audit procedures. The 

Cooperating Country will provide every reasonable assistance to 

facilitate the performance of these audits and will provide copies of 

the complete audit reports to A.I.D. on a timely basis. In addition, 
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on request, TSP shall direct the auditors to provide any additional 

reasonable supportfne documentation or information requested by 

A.I.D." 

4. The original authorization cited above remains in force except as 

hereby amended. 

Thomas W. Stukel 
Director 

USAID/Dominican Re~ublic 



PROJECT AUTHORIZATION 

NAME OF COUNTRY/ENTITY: Dominican Republic 

NAME OF PROJECT: Commercial Farming Systems 

NUMBER OF PROJECT: 517-0214 

1. Pursuant to Sect!'oll 103 of the Foreign Assistance Act of 1961, as nnwnded, 

I hereby uuthorize the Commercial Farming Systems Project for the DomJ,.lc'3.r1 

Repub:ic involving planned obligations of not to exceed Ten Million United 

States Dollars (US$lO,OOO,OOO) in loan funds and Four Million Seven Hundrdd 

Fifty Thousand United States Dollars (US$4,750,OOO) in grant funds ove',' !:hrt?\· 

years from the date of aut~orization. subject to the availability of f lid;::; i'.l 

accordance with the A.1.D. OYB/allotment process, to help in fin'lncing )"l'if,l' 

exchange and local currency costs for the project. The planned life cf che 

pr0ject is fi~e years from the date of initial obligation. 

2. The Project consists of assistance to (1) improve the functioning (f '"..Ired 

financial systems that provide access to savings and credit to farmers cl;:'~ 

marketers of nontraditional agricultural products, (2) provide additional 

credit tied to increased agribusiness outgrower contracting and (3) make 

available improved production technology for producers of such products. 

The Rural Financial Services component will be im~lemented under a 

loan-grant agreement with the Central Bank of the Dominican Republic, and the 

Agricultural Technology Development component under a grant to the non-profit 

Agricultural Development Foundation (ADF). 

3. The Project Agreements which may be negotiated and executed by the 

Officers to whom such authority is delegated in accordance with A.I.D. 

regulations and Delegations of Authority shall be subject to the following 

essential terms and covenants and major conditions, together with such other 

terms and conditions as A.I.D. may deem appropriate. 
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a. Interest Rate and Terms of Repayment 

Th~ Sooperating Country shall repay the loan to A.I.D. in U.S. 

Uollars within tw~.lty-five (25) years from the date of the first disbursement 

of the Loan, including a grace period of not to exceed ten (10) years. The 

Cooperating Country shall pay to A.I.D. in U.S. Dollars interest from the Date 

of first disbursement of the loan at the rate of (a) two percent (2%) per 

annum for the first five (5) years, (b) three percent (3%) per annum for the 

next five (5) years, and (e) five percent (5%) per annum thereafter on the 

outstanding disbursed balance of the Loan and on any due and unpaid interest 

accrued thereon. 

b. Source and Origin of Commodities, Nationality of Services -- Loan 

Funded 

Commodities financed by A.I.D. under th~ Project shall have their 

source and origin in A.I.D. Geographic Code 941 and the Dominican Republic, 

except as A.I.D. may otherwise agree in writing. Except for ocean shipping, 

th~ suppliers of commodities or services shall have countries included in 

A.I.D. Geographic Code 941 and the Dominican Republic as their place of 

natio~ality, except as A.I.D, may otherwise agree in writing. Ocean shipping 

financed by A.I.D. under the ~roject, shall, except as A.I.D. may otherwise 

agre~ in writing, be financed only on flag vessels of the United States, other 

countries in Code 941 and the Cooperating Country. 

c. Source and Origin of Commodities, Nationality of Services -- Grant 

Funded 

Commodities financed by A.I.D. under the Project shall have their 

source and origin in the United States (A.I.D. Geographic Code 000) or the 

Dowinican Republic, except as A.I.D. may otherwise agree in writing. Except 

for ocean shipping, the suppliers of commodities or services shall have th~ 

United States or tile Dominican Republic as their place of nationality, except 

3S A.I.D. may otherwise agree in writing. 

Ocean shipping, financed by A.I.D. under the Project, shall, except 

as A.I.D. may otherwise agree in writing, be financed only on flag vessels of 

the United States. 
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d. Conditions Precedent to Disbursement 

First Disbursement (Loan). Prior to t.he disbursement of any L ,mds 

under the Loan, o~ to the issuance by A.I.D. of documentation purs~ant ~') 

which disbursement will be made, the Borrower shall, except as the PatLi~s may 

other~ise agree in writing, furnish to A.I.O. in form and substance 

satisfactory to A.I.9.: 

(i) An opinion of the legdl advisor to the Borrower that the 

Agreement has been duly authorized and executed on behalf of the Borrow~[, and 

that it constitutes a valid and legally binding obligation of the Born~\lt: [ in 

accordance with all of its terms; 

(ii) A statement of the name of the person who will represent the 

Borrower, and of any additional representatives, together with a speci~~n 

signature of each person specified in such statement; 

(iii) Written operatio:1al guidelines which describe, inter ali~ .. all 

of the procedures, including sub-loan application forms, approval and 

disbursement arrangements, use of recuperations, auditing and accountin~ 

procedures, and the eligibility criteria which will be applied to the u~~ of 

A.I.D -furnished loan funds; and 

(iv) A copy of the agreement to be utilized between the Fondo para 21 

Desarrollo Economico (FIDE) and the Participating Financial Institutions 

(PFIs) which descri~es the terms, conditions, and procedures to be employed by 

PFls to access project funds for their lines of credit. 

First Disbursement (RFS Grant). Prior to the disbursement of any 

funds under the Grant for Rural Financial Services, or to the issuance by 

A.I.D. of documentation pursuant to which disbursement will be made, the 

Grantee shall, except as the Parties may otherwise agree in writing, furnish 

to A.I.D. in form and substance satisfactory to A.I.D.: 

(i) Evidence that the equipment and vehicles that have been funded by 

AID for the Rural Savings Mobilization Project have been assigned for use by 

the RFS component. 
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(ii) Procedures and financial controls/audit plans for the 

Administrative I,oan Fund 3nd the Stabilization/Reserve Fund, and 

(iii) An initial implementation plan fer the RFS component. 

First Disbur~ement (Ag. Technology Development Grant) 

Prior to the disbursement of any funds under the Grant for 

Agricultural Technology Development, or to the issuance by A.I.D. of 

document&~ion pursuant to whic.h disbursement will be made, the Grantee shall, 

except as the Parties may otherwise agree in writing, furnish to A.I.D. in 

form and substance satisfactory to h.I.D.: 

(i) Evidence that the ADF has been legally incorporated, that the 

Board of Directors and its operating committees have been named, and that a 

fulltime Executive Dlrector and financial manager ha'le been appointed. 

(ii) Evidence that the Endowment Fund has been established with an 

agreed contribution by members of the AUF, and arrangements have beer made for 

the GODR counterpart contribution; and 

(iii) Plans for management and control/audit of the Endowment Fund, 

and certification by a CPA acceptable to A.I.D. that it has established an 

appropriate financial management system for the AID funds. 

Disburse~ent for Research Granta 

Prior to the disbursement of any funds to researchers under the Grant 

for Agr icultural Technology Development, or to the if;suallce by A. I. D. of 

documentation pursuant tu which such disbursement will be made, the Grantee 

shall, except as the Parties may otherwise agree in writing, furnish to A.I.D. 

~.n form and substance satisfactory tJ A.I.D.: 

(i) A draft research program, and 

(ii) Operational procedures for making and supervising research 

grante. 

e. Special Covenants (Loan) 

The cooperating country shall covenant as follows: 

(i) Evaluation Plan. Except as A.I.D. may otherwise agree in 

writing, the cooperating country will prepare and submit to A.I.D., in form 

and substance satisfactory to A.I.D., within 12 months of the signing of this 

Agreement a time-phased plan for project evaluation. 
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(ii) Support of Commercial Farming. Except as A.1.D. may otherwise 

agree in writing, the cooperating country: 

(a) Agrees to review with A.I.D. the structure of interest rates 

proposed under the Project each year from the date of the first disbursement 

of Loan funds, within the guidelines established by the Monetary Board and 

recognizing the prevailing conditions in Dominican financial markets; 

(b) Agrees, for the repayment period of the loan, to utilize the 

principal repayments made by the PFls for lines of credit which meet the 

original purpose and objectives of the project; 

(c) Agrees that. loan funds will not be used for projects 

involving the production or processing f0r export of sugar, citrus, Af:ican 

palm oil, nor for pesticides and severe chemical treatment such as tanneries 

or extensive land clearing or road construction in hillside areas, nor for 

traditional exports as defined under Dominican Law No. 69; and 

(d) Agrees to take the necessary steps, consistent with ~uldance 

to be furnished by A.1. D., to assure that Project funds are not used tu 

increase agricultural expol~s to countries other than the United States when 

those exports would cause substantial injury to U.S. exporters of a similar 

agricultural commodity. 

epublic 

~~42 
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A. Purpose_ 

PROJEC1 PAPEk AUDENDUM 
Commercial Farming Systems: Bridge Credit ComEonent 

(Project No. 517-0214) 

The purpose of this addendum to the Project Paper is to describe a change 
in the Bridge Credit component that has occurred since the PP and 
Authorization were completed and signed on June 1, 1987, and its implications 
for project management. 

B. Background 

At the time when we conducted the analyses for the project paper 
(F~ll/Winter 1986), we expected to continue to use the Central Bank's Fando de 
Inversion para el Desarrollo Econ6mico (FIDE) as the most appropriate channel 
for the loan. FIDE had been the implementer of the loan component of the 
Agri business Promot ion Project. Some delays had been experienc.ed in 
processing credits, and the tendency of FIDE to second-guess th8 private 0~nks 
in their feasibility judgements on individual subloans was proving more 
difficult to alter than expected. We were working with FIDE to improve Il· 

situation and believed that FiDE was performing. respectably in adhering L'. the 
purpos~s of the project and disbursing credits to the participating Finan~ial 
Institutions (qualified Pdvo.ce Commerciai and Development Banks), known ,1'. 

PFIS. \ie further believeLi that, with <111 o.dJitional injection of US$lO ~Lj I ion 
for the: new program to on-lend to firms llsing outgr0wers, we could conli\1\l1.:' to 
influence FIDE to become more o.gile and responsive in dealing with this k~j 
sector. Accordingly, in eo.rly June, we intended to sign a combined Loan-Grant 
Agreement that would finance the Grant to continue and expand the Rural 
Savings Mobilization PrnBram and the Loan for the so-called Bridge Credit ~und 

for oulgro' .... er-based Agribusiness. 

While negotiations on final details were under way) USAID contracted for 
an external audit of fIDE's stewardship of the Agribusiness Loan Fund, in 
order to satisfy our financial analysis and payment verification requirements 
and ta confirm a number of indications we had of problems which we had been 
observing since May of this y&ar. The audit, completed in July 1987, found 
that FIDE had failed to comply with the terms of the Loan Program in the 
following significant wo.ys: 

External audit programs of the PFls and project evaluation plans had 
not been initiated; FIDE was not monitoring final use of the funds or 
PFls' general performance. 

Subloan approvals were taking place over 11 weeks, rather than the 
two weeks intended; and disbursements after approval were averaging 7 
weeks rather than the stipulated 5 days. 
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Accounting and procurement records had nut been properly maintained, 
and the audited financial statements for the year ended 12/31/86 had 
not been completed. 

Based on these findings, in July USAID suspended further disbursements under 
r-he Agribusiness Loar. until these problems eould be resolved. 

Ir. addition, during th.:! S~llne period the Honetary Board and the Governor of 
the Central Bank began taking aggressive steps to control the rupid 
devaluation of the peso. Not only were strict controls imposed on foreign 
exchange, and an official exchange rate established and set weekly at levels 
below market exchange rates, but the Bank began to constrict the money supply, 
partly by control at the monetary board level of all Loan approvals and 
disbursements of flOE and other Central Bank windo\~s. We have concludt::J that 
these controls have effectively undercut our efforts to improve the flUE 
procedures. Although these measures are described by the GOUR as temporary, 
we find that as lODg as FIDE is subject to being an ad hoc instrument of 
monetary policy, it cannot also respond adequately o-r-i~1d-ependently to 
agribusiness financing requirements. 

We began to discuss with the 'technical Secretariat of the Presidency (l'SPj 
approaches to resolving this issue so as to sign the Agreement. The 
Jiscussions have focussed on alternatives to the Central Hank/FIDE model. The 
fund mechanism described below has been dccepted in principle as the best 
alternative. With this approach, we expect to achieve the following: 

(1) A sounder alld more responsive Loan Fund; 

(2) A precedent that may allow the separation of the handling of project 
funds fr0m cumbersome FIDE and other GODR disbursement procedures; and 

(3) Development of a financial mechanism that may be applica~le in our 
local currency credit programs as well as DA projects. 

This change affects the only the implemEntation mechanism of the Bridge Credit 
F~nd of the project. The goal, purpose, end of project indicators and inputs 
01 this and other components are not affected by this modification. 
C. Description of the Fund Arrangement 

This Bridge Credit Fund now will be set up and managed as described below. 

1. Objective and General Description 

The Fund, or Project funds, as used in this description, includes the 
contributions of AID and the GODK, and any interest earned on s~ch 
contributions. USAIU will make a loan of US~lO million to the GODR to help 
create the Fund which will function as described below. T~~ GaDR will provide 

I 

~V 



-3-

in local currency the equivalent of US~2.5 million in counterpart to initiate 
the Fund. By th? end of the Project, the Fund is expected to increase ti-"c 
in~t)mes and commercial f<leming experiences for approximately 6,000 far:nclci. 

Loans will be cllannelled to agribusinesses that draw a signiij~,~t 
per(entage of their raw materials (measured by valuej from these 
farner-outgrowers. Utilizing the loans provided und~r the Fund, the 
agribusinesses will be able to provide support to the outgrowers (comruonly 
callf'd "bridge credit") in the form of cash, inputs such as feed, fertili.zer 
and pestir.ides, and services such as land preparation and/or technical au--ice 
by trair'led agronomists or horti.culturists. At the end of the cropping IJt'l~od, 

the agribusinesses will calculate the balance of credit extended to the 
farmer-outgrowers against the purchase price of the production that was 
accepted for packing or processing by the firm, and will settle accounts 
accordingly. 

2. Levels of Participation. 

The Fund will involve the following operational levels: AID anri ::hc 
GODR will make locel currency funds available to the Banco de Reaervas 
("DeposLtory Bank") which will hcwe primary responsibility for ilTiplemenL;: ~on 
of the program. Using such resources, the Depositor~r Bar.k will extend 1 i! !~::; 
of cred::.t to various participating financial institutions (the "rFIs") .. :.Ich 
of the PFIs, in tur r , will make loans available to pri!~te Dominican and joint 
venture agribusiness companies and who use small farmer outgrowers to pro~uce 
non-traditIonal agricultural, aquacultural or livestock products primariJy 
produced for export or to su~stjtute for imports. 

Subject to the more specific agrecm~nt of the Parties which will be 
described in Project Implementation Letters, the fund will be established in 
accordance with the followin~ general description: 

a. Loans for Agribusiness Borrowers 

PFls will make loans to their agribusiness customers for use as 
bridge credit to farmer-outgrowers as described above. AID and the TSP will 
agree upon standard contractual terms which will be included in documentation 
covering such loans, including but not limited to requirements conforming to 
AID procurement regll]ations, reporting requirements, and audit rights. The 
ag.:lbt.>siness borrowel:.; must employ the proceeds of their loans to supply 
proclnct-lon inputs and cash (for production related expenses) to farmers with 
whom t~e borrowers have contracted for raw material supplies. 

b. Lines of Credit f£..~)arti~!..ating Financial Institutions 

Eac'. of the PFls will contract directly with the Depository Bank 
to open a line of credit under which funds could be drawn for immediate 
disbursement for the funding requirements of the agribusiness customer loans. 

hi 
\/ 
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The standard contractual terms governing such lines of credit will be subject 
to the mutual approval of AID and the TSP. Using analysis and recommendations 
made initially by the Depository Bank, AID and the ~SP shall jointly decide 
which PFls are qualified to apply to the ~und, and tile limits placed on their 
lines of cre~it. The TSP and AID will seek to allow a sufficiently broad 
number of institutions to participate in order to encourage competition and to 
learn from the variety of experiences and approaches involved. 

c. Contract With DeposiL00~ Ban!_ 

The Banco de Reservas ("Depository Bcmk"), selected by the TSP, 
will receive and disburse both AID and GOUR funds contributed to the Fund. 
1hA TSP will contract directly with the Depository Bank for this purpose. AID 
sha 11 have approval rights concerning the terms ill ,[ condit inns of this 
contract. The duties of the Depository Bank will be set forth in such 
contract and will include, but are not limited to, the following: 

(1) Evaluate and make rccommend~tions to the TSP concerning the 
banks which wish to become PFls; 

(2) Nake recom!l1end1tions to the l'SP c')ncerning !.:he levels of 
the variolls credit lines to be opened for the PF:!:s and t:he terms 
thereof; 

(3) Contract direclly with the Pr'ls to establish the lines of 
credit available to them, based on a standard contract that lias 
been jointly approved by AII.I and th~ 'l'::'P; 3nd 

(4) Report periodi('ally to the 'l'SP concerning the status of 
loans made by the 1'F1s and the use of loan funds by the 
agribusiness cHstomers, the frequency and format of such reports 
to be specified by the TSP. 

The compensation of the Depository Hank wiLl be established with the mutual 
approval of AID and the TSP. It will be reasonable in amount and funded, to 
the extent possible, by the interest paid by the P~is. 

d. Disbursement of AID and Host Country Resources. 

The Bridge Credit Fund will be composed of the local currency 
equivaleut of US$12,500,000 (US$IO,OOO,OOO from AID and the equivalent of US 
$2,500,000 from GODR resources) and any interest earned on such principal. 
These funds will be disbursed in the following manner: 

(1) The GODR will make an initial contribution of local 
currency equivalent of US$2,500,OOO to the Fund, which will be 
retained in an interest bearing account by the Depository Hank, 
of which the equivalent of US~300,OOO shall be available for 
audit and evaluation expenses. 

\"-\ 
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(2) The Depository Bank will thereafter solicit initial loan 
applicat Lons from the PFIs. 

(3) AID will disburse, through such procedures as shall be 
mutually agreed UPOll, local currency in an amount sufficient to 
fund such luans. AID shall continue to fund all subsequent 
app~oved loans to PFIs up to a total of the equivalent of 
US$lO,OOO,OOO; and 

(4) The Depository Bank shall be req'lired to utilize not IT,ore 
than the equivalent of US$2,200,OOO of the equivalent of 
US~2,500,OOO on account to temporarily fund PFI loan requests 
pendin~ actual receipt of the disbursements of AID funds to be 
used for permane~t funding. Following AID disbursements 
totalling us$lo,ooo,OOO, the Depository Bank shall use the 
equivalent of US~2,200,OOO and principal and interest peyments 
by PFIs (net of fees and expenses as sp~cified in the Depouitory 
Bank's contract with the 1'SPj for subsequent PFI loan requests. 

Once standard contract terms have been agreed upon, neither AID 
nor the TSP shall become involved in the decisicns of the Depository Ban!( 
regarding PFI loans for funding, nor in the process by which the PFIs soUcit 
and approve agribusiness borrowers for funding. Monitoring will be provi~ed, 
and audits will be perforMed by the Depository Bank and the TSP once 
operations begin. It is the intent of the TSP and AID to allow funds to [low 
promptly to the agribusinesses which are the end users and to assure the ··).~1, 

and tlleir customers that funds can b immediately drawn to meet disbursement 
requests under their respective lines of credit, once established. For this 
reason, the Depository Bank will retain a working capital reserve of 
US$2,2UO,OOO equivalent to be invested in such instruments as AID and the TSP 
may apprC've, when not otherwise reqllired for temporary loan funding as 
described above. Interest earned on loans made will be relent in the same 
man~er as principal. 

f. Interest Rates 

AID and the T5P, using the recommendations of the Depository 
Bank, will jointly agree upon interest rate provisions applicable to each 
level of the program. It is the intent of the parties that loans be extended 
to agribusinesses at interest rates which approximate market rates. This 
structure of interest rates will be subject to periodic review and adjustment 
by AIO and the TSP. 

g. Disposition of Funds at Proj~t Ene!. 

The funds and/or loan assets held by the Depository Bank at the 
time the AID loan is fully repaid shall be used for such purposes as the TSP 
or its successor shall airect. 
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4~ Audit and Evaluation Requirements 

The TSP will establish an audit plan as part of the Bridge Credit 
program. There will be at least three general audit areas, all financed by 
the Fund: audits of the Depository Bank; audits of PFI performance, and 
audits of bridge credits extend~d by the PfI borrowers. The Depository Bank 
annually will furnish the TSP with a certifiefd audit of its managemeent of 
the Fund. (Th2 TSP will also audit the Depository Bank as part of its general 
audits of its local currency program.) The PFlls utilization of bridge credit 
loans will also be audited as often as necessary by the Depository Bank, paid 
by interest earned by the Fund. During the initial 18 months of the Project, 
audits of PFlls will be more frequent than they will be as the program 
progresses. 

Projec~ evaluations will be carried out by TSP andlor AID, and will 
include but not be limited to: (a) evaluation of progress toward achievement 
of the purpose of the Fund (6,000 outgrowers financed); (b) identification and 
evaluation of problem areas or constraints which may be inhibiting progress; 
(c) assessment of how problems may be overcome; and Cd; evaluation, to the 
degree feasible, of the overall development impact of the Project. 

The Borrower will prepare and submit to AID within 3 months of the 
signing of this Agreement a time pllased plan for the audits and evaluations 
described above. AID reserves tile right, independently from the above, to 
carry out such additional audits and evaluations as it deems necessary to 
ensure the successful implementation and impact of this Project. 

D. Detailed Provisions 

The ~oregoing description is also contained in Annex I to the Loan 
Agreement. The following points will be provided in Implementation Letters 
dlld/or incorporated into the various contracts at each stage of the program. 

The TSP will, in consultation with AID, establish the regulations 
governing the use of the Fund, including rules governing the contractual 
re11tionship between the De90sitory Bank and PFIs, and incorporate such 
r~gulations in its contract with the Depository Bank. The amount of the line 
of credit established with each qllalified PFI will be fixed by the Depository 
Bank in consultation with TSP and AID as describ~d above. The amount of the 
line of credit may be increased or decreased according to PFI performance in 
mdking eligible subloans. 

The TSP will also undertake its own audits of its local currency programs 
as a whole, which will include audit of the Bridge Credit Fund as 
appropriate. The TSP agrees to undertake whatever action necessary to remedy 
any failure by the Depository Bank to manage the Fund as agreed. 

Normally, once the Depository Bank disburses funds to a PFI, these funds 
will r~main with the PFI as a line of credit for a specified number of years, 
during which the PFI will pay interest to the Depository Bank. They will be 



-7-

maintained in a separate Bridge Credit ~und account established by each PfI. 
The PFls will be required to continue relending these funds for bridge c~!dits 
during the specified period using the eligibility criteria established ~nder 
this Project. Should a PFI find that it cannot relend all reflows for 
specified purposes, it will be free to return funds to the Depository B2nk. 
Repayments of these funds by the PFls to the Depository Bank will begin ~fter 
a specifled grace period. The TSP and AID will establish the period of e~ch 
PFI's line of credit and its grace period based upon the recommendatiuns of 
the Depository Bank. 

Requests for disbursement will be sent by the Depositvry Bank to the ",':;P, 
and TSP will forward such requests to AID within three work days. The 
Depository Bank will base disbursement projections on data submitted by 
each PFI for the subloans made under its line of credit. Depository Bank 
disbursement requests will be accompanied by lists of the PFls, and the 
subloans proposed for finanCing (tlleir purpose, amount and borrowers' names). 

The Depository Bank will verify that PF'I accounting is sound and tha~_ 
subloan documentation is in order. In cases where the Depository Bank 
identifies violations, penalties will be assessed based on the severity ci the 
violation at the discretion of the Depository Bank, TSP, and USAID. Pena~ ~les 

can include suspension from eligibility to participate in the Program (i.~, 
make more subloans), reimbursement of outstanding credit line balances, ;.'':; 
being declared ineligible for this and other AID refinancing lines. 

The Depository Bank will analyze the qualifications of PFls applying co 
partiCipate in the Program, and recommend to the TSP whether they are 
eligible. The Depository Bank will assess the financial soundness of PFIs 
applying for eligibility and their prospects for lending for bridge credits. 
It will also recommend to the '1'SP the level of the line of credit to extend to 
applying PFIs. The Depository Bank will study the financial strength of the 
PFIs, the scope and soundness of their agribusiness portfolios, the capacity 
of their staffs to identify, appraise and monitor agribusiness loans, and 
known demand for subloan financing from their customers. PFls also will be 
assessed in terms of their previous performance with the Agribusiness Loan 
Fund managed by the Central Bank (FIDE), and their standing with the Dominican 
banking authorities. Based on this analysis, PFls will be recommended for 
participation in the Program and allocated a line of credit, following TSP and 
AID concurrence. 

The Depository Bank will oversee use of Fund re30urces by PFls in 
accordance with Depository Bank/PFI contracts by establishing and enforcing 
PFI reporting requirements and adequate monitoring procedures using its ovo 
staff and outside auditors. To aid in evaluations, PFI reporting requirements 
will include data on the nature of subloans and their socio-economic impact, 
in addition to accounting for Fund resources. 

The Depository Bank will also be responsible for monitoring PFls' use of 
the reflows of Fund resources in their lines of credit, and reallocating Fund 
resources among eligible PFls as necessary. 
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For the life of the AID loan, the Depository Bank will utilize the 
repayments made by the PFls to the Fund for lines of credit which meet t.he 
original purpose and objectives of the Project. 

The PFls will manage Fund resources lent to them in accordance with their 
contracts with the Depository Bank. They will monitor borrowers' use of 
Bubloan proceed~ Lo ensure that funds are being used for intended purposes. 

The PFls will assume full commercial risk for subloans. Thus, the 
responsibility for review, appraisal and determination of creditworthiness 
will remain with them. Should PFls and/or their clients require technical 
assistance to determine a subloan's viability, this can be made available 
through JACC/DR (technical feasibility) and the Association of Development 
Banks Feasibility Study Fund Program (financial feasibility). PFls will 
review subloan applications based upon sound commercial and development 
banking criteria. Their review will determine that sub loans are financially 
and technically viable, that the borrowers can manage payments, that 
sufficient equity is invested, and th2t collateral is reasonable. The maximum 
size subloan will be RDt6 million. (Loans can be pooled among a group of 
banks.). 

During the life of the! r loan agreements with the Depository Bank, the 
iFls will be required to submit periodLc reports on the status of subloans as 
well as a forecast of future disbursement requirements. PFIs will be 
obligated to maintain the documentation which was used to appraise each 
subloan. They will also maintain sepa~ate accounts for their credit lines, 
Including initial disbursements and loan recuperations. 

Each PFI will furnish the Depository ~ank with copies of its certified 
annual audit and stockholders report. 

Market rates of interest will he maintained, within the guidelines 
established by the Honetary Board and recognizing prevailing conditions 41 
Dominican financial markets. (The structure of interest rates includes end 
user rates, spreads, maturities, grace periods, percentage of subloans 
financed, and the like.) 

The agribusiness borrowers must employ the proceeds of their loans to 
supply production tnputs and cash (for production related expenses) to farmers 
with whom the borrowers have contracted for raw material supplies. If it 
should be determined by either the partJcipating PFI or the Trustee Bank that 
a subloan borrower is not employing loan proceeds according its subloan 
contract, and if this condition is not remedied in 30 days, the subloan will 
be called due and payable by the PFI, and the borrowp~ ~ill be denied future 
access to the PFI's line of credit. 

Moving to a Depository Hank arrangement may initially involve additional 
workload for the Private Enterprise Division and staff offices, in order to 
(a) assure that the Depository Bank and the TSP understand their roles and 
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functions (and the role of the PFls), (b) set up final disbursement 
mechanisms, and (c) see that all parties are fully aware and supporti~~ 
such matters as the criteria for PFI participation, eligibility criteri;l 
subloans, record-keeping and reporting requirements, and auditing/eva1'" 
responsibiliti~s. 

The content of the standard contracts at each level will have to be 
determined, along with the structure of interest rates and fees, which wi, 
require active USAID involvement. Evaluation and audit plans will he 
reviewed a~d approved. 

lIovJ(~ver, once these initial steps have been taken, we expect that tlu" 
system will require less persistent attention than has been required ;'1 ' 

relationship with FIDE. The trustee will be relatively isolated from 
government poli~y and political concerns, and able to perform a professi r 

respnnsive service with direct accountability established through the t;· 

agreement. 
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1. SUMMARY AND RE OJNHENDATIONS 

A. Summary of the Problem 

Commerc ia I agr i cui ture in tile Dominican Re public encompasses crops 
that are grown primarily for export as well as import substitution crops. 
The traditional export crops are sugar, coffee, cacao and tubacco. 
Non-tr2.ditional export :1nd import substitution crops (which are the focus of 
this project) include such products as winter fruits and vegetables, corn and 
sorghum, and industrial tomatoes. 111C production system for these crops 
relies heavily on small or medium-scale farmers, many of whom work closely 
with agribusinesses that store, package, process and market the production of 
these ~armers, and provide the growers with cash and in-kind credit (widely 
known as "bridge loans"), technical advice, and servi.ces such as land 
preparat ion. 

A number of factors are constraining the continued growth of this 
production system for non-traditional products. Among them, two key 
limitations have been identified for tre.'ltment by this project: 

Imperfections in the financial markets serving agriculture, 
including lack of liquidity, lack of access to credit (partly a 
function of high costs and risks), and inappropriate regulation 
and policies for the CY·'.1nsion of rural bankinl3; and 

Insufficient technology development to adapt higher yielding 
varieties to local conditions and to protect crops against 
pests. 

These factors limit the realization of the foreign exchi:' ge earning potential 
of the sector, and limit the benefits to smaller producers of linkages with 
agr ihu:;inesses having market outlets. 

B. Project Summary 

rhe Commercial Farming Systems Project will have a total budget of 
$28.53 million, of which AID will finance $10.0 million in loan funds, and 
$4.75 million in grant funds. The project js designed to reduce both the 
financing and the technology ~coblems S0 as to increase production by 
small/medium scale farmers of non-traditional crops. 

Building on USAID's successful pilot effort in rural savings 
mobilization, the project will support the extension of rural financial 
services to smaller clients, concentrating in geographic areas of highest 
agribusiness activity. TIlis component will involve both t~chnical assistance 
and financial strengthening for base-level rural banking institutions, 
concentrating on credit unions (CUs) that can provide financial services to 
farmer and non-farmer clients. 'DIe CU!] can channel savings from incr~:ls<;!d 
rural inCOMes (earned from crop production) to borrowers to meet both 
production and non-farm credit needs in the local areas. 
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In addition to t.he Agri~ultural Bank (BAGRIOOLA -- which currently 
offers two savings instruments and lends to small rural clients through 31 
branches), CUs represent a cost-effective institutional network for providing 
rural financial services. Besides capt~ring excess funds from those clients 
who have them and lending to those who lack them, CUs can become retailers of 
financial services for other financial intermediaries. However, they must 
first be placed Oil d uound finanrial footLlg. The project will fund technical 
assistance and training for c~edit union/banking specialists and for CU 
officials~ and will also provide continuing assistance to consolidate the 
reforms oc~urring in the BAGRICOLA, and to the C~ntral Bank for policy studies 
and recommendations aime~ at improving the operation of the financial system 
so that credi twill f low more easily to the rural areas. 

To help alleviate the liquidity problem, the project will provide 
loan funds through the mechanism in the Central Bank established for the 
Agribusiness P~omotion Project. 111ese funds wi 11 be channeled through 
participating prilate b~nks to agrihusinesses tllat rely significantly on small 
farmer outgrowers. 

The project will strengthen private sector n~pacity to respond 
ra~~J]y to the short- a~d me~ium-term research and to:elopment requirements of 
an expanding non-traditional production system. The project will support the 
creation of a private research foundation whose purpose will be to provide 
fL1ancing of high quality, user-defined research in such arEas as variety 
testing and pest control, utilizing the talents and facilities in the existing 
research system of the GODR, as well as the universities, private consulting 
and agl'ochemi'2al fIrms, and the larger agdbusinesses. Th'~ projec twill 
finance the startup costs of the Agricultural Development Found~tion, 
establish an endowment fund (financed wjth ESF local currency proceeds and 
matching private sector contributions), and provide intensive training for key 
members of the research community. 

The project's components, taken together, are intended to reduce the 
costs and risks inherent in a commerci2j farming system based on small to 
medium scale farmers. Operational and policy improvements in the financial 
system, with interventions from the level of the rural CU to the BAGRICOLA and 
the deliberations of the Monetary Board, along with increased liquidity, 
should provide better access to credit for farmers, at le~s cost. Increased 
use of improved technology should increase yields and rates of return in 
farming, as ~ell as reduce the risk of crop losses due to unknown or 
uncovtrolled pests, The project will encourage outgrower relationships based 
on both finance and technology. 111ese relationships also help reduce risk 
because the agribusinesses know their outgrowers, they provide the grower with 
tec~nical assistance, and they guarantee a market for the product. 

C. Organization and Implementation Arrangements 

The project's components will be implem~nted by Dominican 
institutions with which AID is currently working. The grant-funded Rural 
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Financial Services component will De carried out by the Rural Savings 
Mobilization (RSM) Office of the Central Bank, which has managed the Rural 
Savings Mobilization Project, and the loan for bridge credit will be channeled 
througb the Central Bank's Economic Develo;:>ment Fund (FIDE), utilizing the 
lending mechanism established (or the Agribusjness Promotion Fund. As the 
project matures, the key functions of the RSM Office will be assumed by a 
credit union association to be organized among the participating CUs, and the 
Central Bank will pha!':c out the RSH Office as a separate entity. 

111e technology development component will be implemented by :l grant 
to tllC foundation now established by the Nat10nal Council of Businessmen 
(CNIIE). TIle CNHE is currently implementing a USAID-sponsored Development 
Training Project. The Agricultural Development Foundation is an independent 
entity, though members of the CNHE are among the funding members. USAID's 
Agrir:ulture/Rural Deve]opment Division and Private Enterprise Divisions will 
cooperate to monitor the project. ARD will implement the Agricultural 
Technology Development component and the Rural Financial Services activities 
of the RSH Office, while the PED will work with the Central Bank on the bridge 
credit fund under Rural Finsncial Services. This approach to project 
administration builds on established relationships of the Divisions with the 
above Dominican cnt Hies, and on USAID teamTvork during project development. 
These implemen1.1tion arrangements are shown in Figure 1 on the following page. 

D. Findings and Recommendations 

The Project Development Team finns that the Commercial Farming 
Systems Project is technically, financially, economically, and 
administratively feasible, and socially sound. There is ample demand for the 
services and funds that the project will provide, and hi?h probability that 
the project will prcduce the intended results. Accordingly, the Team 
recommends tha t the Pl"ojec t be authorized as follows: 

Component Borrower/ Grantee AID Counteq~art Total 
-(USSOOO/Equivalent s) 

---

Rural Financial 
Services/ Bridge Central Bank (G) 2,115 2,051 4,166 

Credit Cen tr al Bank (L) J.O,OOO 2,500 12,500 

Agric. Technology 
Development Ag. Dev. Found. (G) ~35 ~231 11,866 

TOTAL 14,750 13,782 28,532 
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Figure 1 
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II. BACKGROUND ArJD PROJECT RATIONALE 

A. Profile of Commercial Farming 

The Dominican Republic has potential to increase substantially the 
production of non-traditional crops, both those grown for export, as well as 
import substitution products, particularly in irrigated areas of the country. 
Agribusinesse", have targeted these ar,"i1S for the production of high value 
fruits and vegetables for the expurt mar-keto During 1986, non-traditional 
agricultural exports reached a level of US~S3.5 million, compared to under 
US~20 million in 1979. The country also has an opportunity to Sdve foreign 
exchange through the production of feedgrains sllch as corn and sorghum. In 
1984, the Duminican Republic imported over USS40 million in feedgrains, 
compared to US$29 million in 1982. 

Many agribusinesses currently producing for export as well as for 
domestir markets are utilizing outgrower cont~acts with small and medium sized 
producers to supply quality agricultural products. The agribusinesses that 
use outgrower contracts frequently provide the farmer a complete crop 
production package, technical assistance, and a ~arket for the non-traditional 
product. From a developmental vie\vpoint, the linkages established between 
agribusinesses and smaller producers arc a critical element in the future 
strengthening and expansion of a viable, market-oriented small/medium 
commercial farming system that could be the backbone of a dynamic rural 
sector. TI1Cse linkages reduce risk from the prGcillcer poir.t of view. 
Agribusinesses tene! :r) npl iver t-echnical support and credit more efficiently 
to farmers than do the public agencies in the agriculture sector. 

B. Constraints to the Expansion of Linkages Between Small Farmers and 
Agribusiness 

There are two major constraints that limit private sector 
realization of agricultural diversification efforts through a system that 
links smaller producers with agribusinesses having market outlets. These are 
(1) imperfections and lack of liquidity in the rural financial markets serving 
agriculture, and (2) lack of adequate technology development. 

1. Imperfections in Rural Financial Harkets Serving Agriculture 

The private banking industry (commercial and development banks) 
is ~roviding financial services in the rural areas of the D.R. to a limited 
extent. However, their clients are the relatively large commercial farmers. 
In 1984, the proportion of the loan portfolios of the private commercial and 
development banks directed to agricultural production were only 6% and 8% 
respectively. FinanciAl services for smaller clients have been restricted by 
higher operating costs, higher risk assocjated with financing agricultural 
production, and overly restrictive banking practices and regulations which 
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have re9ulted in a variety of institutions, each offering a specific financial 
service, but few that can meet multiple needs fur checking, savings, and 
various types of loans. 

The public sectot- Agricultural Bank (BAGI{lCOLA) h.:ls d 

• ... ell-ciistributed branch netwurk, a mandate to serve smdll Linnet's ilnd offers a 
wider range of minimum/maximum LimilH on lending as well dS lower illLerest 
rates to borrowers. Unfortunately, it has historically suffered from high 
loan arrearages, low intere~t income compared to transaction costs ilnd a 
dependence on GOOR ilnd international. donor transfers to capitalize its lending 
operations. At tilc· same timl~ ilS in110ws of funds trom bOlh capital transfers 
and amortil-aLions have slowed, demartd lor financing has risen with increased 
costs of producLion. A widening supply-demand credit gdp has resulted. To 
balance the supply of lunds wi th demdnd, HAI';RlCOLA has rel.ied un credi t 
rationing mechanisms 8ucll as l"llgthy l(J.JIl processing prucedurvs which 
effectively dissu,lde borrU'. .. cr~;. L(J~ill applications <Irv lrequt.'lllly apprLlVl'd but 
t-ar~ly disbursed in i1 tiIlll'ly lllililJlt·r. As a cunseyuenct', many indivIdual. 
farmer8 and 3grjbusine~;sc,; try Lu .lv(lid lleilling witil f),\(;/{lCOLA. 

NeverthelvS8, BAGR]CULA continues tu De il Illiljor plaYl'r in the 
agricultural8ccLor. In an cffol-t tu ... Iean tilt· bank frulIl its dependency on 
GODR and inteY"Tldtional don'Jr tLinsfer,;, the USAl./) recclltly appro':ed il loan to 
BAGRICOLA from PL 41)U local currt=l1cy lhrough the CentLI L B3Ilk. This loan 
l~arri(~s an interl'st of ninl~ percl'nt per year which j s ilpproxim:ltely the C08t 
of mobilizing sdvings, thus tiJe"c resources will not lIndermi.ne the savings 
p.70gram. i·laki ng these resources "va i l.a ble as a loan to !.It\(;RICOLA \.;i 11 also 
prcvide an inccnti Vt: for the lidllk Lu l","cCJUP till' ,;ulrloans. 

i'\on-regulated inlunnal financiaL institutions, suell as small 
lending 110US~S dnd individual money-lenders, provide services in rural areas. 
However, they require high collateral <Ind/or h1gh rates of interest, of len 
exceeding 6010 per annum. Farmers borro\" for dgricuiturai purpo8es from these 
lenders only as a last resort. Also, these non-regulated fi.nancial 
institutions offer llO checking Dr savings serViCL!S to rural clients. 

These financial market imperfectiuns affect both export and 
domestic agricultural production by agribusine8ses and individual farmers. 
Agribusir,esse8, facing the al>ovl: conditions, !lave turned to financing contract 
growers directly, either from their own re80urces or from private bank loans. 
Thus far, this approach has been d'fective in spurring the participation of 
smaller prod~cers in agricultural diversification. Agrlbusinesses are now 
f;nding that expansion of the outgrower system is limited by the lack of 
overall liquidity, as well as the restrictive collateral requirements of the 
private banks. Currently, the private banking sector requires land and other 
capital assets as collateral for working c.apital loans. Those agribusinesse8 
who want outgrowers to supply their operations generally have little or no 
land and thus do not have the required collateral to 4ualify as borrowers. 
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2. Lack of Adequa t e Technology' Levelopmen t to Support Pr 1 v.:1t, e 
Sector Agricultural Diversification F.ffort~ 

Increasing production of non-traditional crops over the pas: 
four years has heightened the cemand for impr')ved technology. The lack ~4 

technology support and develnplf:ent to adequately service this sub-sect"t I,';':, 

resulted in crop losses due to the inability to control diseases and othe, 
pests. It has also 1 imited the adoption of improved varieties and cultiviiL 
practices by farmers. Some agribusiness<~s that are currently involved in 
export crops with expatriate partners have found their own solutions. TI!:,c',c 
firms have introduced crop varieties and technical production packages, wi "il 
continuing adaptation/refinement of the technology by expatriate crop 
special.ists. However, even well-establibhed firms have technical producti.cll 
needs that range from pest/disease proble:ns, requiring quick diagnosis ali'; 
treatment, to more lengthy adaptive research. Individual farmers produciln 
import substitutior. crops through linkages with purely lo:::al firms seldom ;.;iIL 

access to new methods to improve their yields and reduce risks. For examj,it: I 

cucumber production in the Azua valley was ruined by the lack of timely 
diagnosis and treatment of a mosaic virus. This caused significant financj1J~ 
losses to an agribusiness and its contract outgrowers. Serious and unres01v~j 
nematode problems experienced by a small company exporting papayas to the V.~ , 
have forced it to utilize a field rotation ploduction scheme that essentially 
converts a perennial crop into an annual. Costs of production have increased 
and it may no longer be able economically to produce for exporl. 

In recent years, the public agricultural research system has 
demonstrated an inability to carry out and disseminate relevant research in 
most of the basic food crops.* Relevant and reliable informatian on 
non-traditional crop production and variety ada; ~ation is almost 
non-existent. While a new semi-autonomous fuminican Agricultural Research 

Institute (IDIA) has been chartered by law, it has not yet been organized, ~nd 
if it is, will likely concentrate its resources primarily on domestic food and 
some of the traditional export crops. The universities, private consulting 
and agrochemical firms as well as agribusinesses in many instances possess the 
technical skill to carry out this type of applied research, but lack the 
access to funding, technical information and guidance tha t would identify real 
needs of farmers, and ge~ the practical resul ts into their hands. No 
mechanism currently exisl;s to help agribusiness firms resc,lve imro2diate crop 
production problems or to carry out med~um term ~pplied research. 

* On~ of the few notable successes has been in rice research and this was 
accompl ished wit h significan t assis tance [rom the Internat iona1 Research 
Center, CIAT, aud a Taiwanese Hission. 
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C. Relationship of Proposed Project to USAID's Development Strategy and 
Other Projects 

The ~Iission's overall developmental goal, as stated in the FY 
1986-91 CDSS, is to assist in developing sustained and equitably distributed 
economic growth in the Dominir~;Hl Republic. The target beneficiaries of the 
Mission's strategy are the urban :lnd rurrll poor. 

The FY-1987/88 Action PL~n defines the ~\jssion's involvement in 
agriculture. The objective is to rapidly diversify the agricultural sector 
into non-tradi tion.:ll crops wi tll the potentia I to increase small farmer 
incomes, rural employment, and earn/save foreign exchange. USAID's program is 
directed toward the improvement of rural financirl] market services to smaller 
clients, the development of cost-effective ,1rivAtc" sector-led applied and 
adaptive research that: can bl' disseminated throughout the sector, and 
rational .-md sustainable utilizillion of the cOl1l1try's resource base through 
efforts to promote sugar di"c:-sification, irrigilti ')J1 efficiency at the system 
and farm level, and v:att'rshcd mallilg('ment. 

The proposec pro.lcct d-j rcctly relates to the objectives of the CDSS 
and the specific activities that will help to achieve the goals and objective 
of the current t\ction Plan, l'Xpillhling the oppor-tunities for sm[~ll farmers to 
produce higher-value crops m.)re efficiently. 111is project is a key element of 
the USAID's agricultural diversification stratt.:gy, and demonstrates our 
relia!1ce on an expilnccd role for the priv.:1te sector to promote agricultural 
1 mprovemen ts. 

This project complements the Agribusiness Promotion Project 
(517-0186) becau[:ip it addresses field level technology and credit problems 
that impede the full expansion of small farmer-agribusiness linkages. This 
proJt."t will dso complement the On-rarm \~ater Hanagement Project (517-0159), 
which has been refocused to improvl' the operation/maintenance of irrigation 
systerr.s by user groups [lI1d the utilization of appropriate on-farm water 
manageme~t practices to increase yields. Irrigatioc-related improvements are 
a key factor in raising productivity of non-traditional crops, and will be 
integrated y/ith cechnology packages used directly by the agrihusinesses or 
extended to contrdct: farmers. 111e rural financial markets activity of the 
proposed project also 'lluilds on the Mission's pilot Rural Savings Mobilization 
Projec t (517-017 9) . 

I;nder our local curren:.:y program, we are supporting a number of the 
GODR's abricultural loan activities that incre2se credit to small and medium 
producers for both basic foods and non-traditional crops. We are currently 
working with a group of banking specialists to d~velop a collateral guarantee 
fund that wi] 1 reduce one :)f the constraints frequently encountered by 
agriculturalists seeking credit, namely the high requirements for fixed assets 
to secure their financing. 
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D. Relationship to AID Agricultural Sector Policy 

The activities of this project are in accord with both the A.I.~. 
Sector Strategy in Agriculture (November 1983) as well as the A. LD. fuli~:-y­
Pa~er on Food and Agricultural Development (May 1982, Page 4) which states;" 
"A.LD. will also encourage: (1) an expanded role where appropriate for 
private enterprise in the provision of agricultural research and the 
disseminatiun of improved technology as well as in the processing, 
preservation, and marketing of agricultural commodities; (2) research and 
other institutions that expand access by low-income, small producers to 
improved technology, productive resources and services ..... 

E. Other [bnor Activities 

Other donors have provided few resources to develop small farmer 
agribusiness linkages, and none to support applied research on non-traditional 
crops. In the area of rural financial institutions, the Inter-American 
Development Bank (TDB) has provided a loan to the Federation of Savings and 
Loan Cooperatives (FEDOCOOP). However, because of FEDOCOOPS I S severe 
financia 1 difficult ies, disbursemen t s have been stopped. An IDB 
Agroindustrial loan fer USS90 million was recently approved by the Dominican 
Congress. 1his complements and expands on the USAID-supported agribusiness 
project, but falls short of meeting known demand. 

Because of the experience of the IDB loan to the Cooperative 
Federatio~, the USAID Rural Savings Mobilization Project has concentrated its 
activities on base-level credit unions, rather than on the second-level 
cooperative entities. We conclude that this project builds on current USAID 
activities to promote agribusiness expansion and rural savings mobilization 
that do not duplicate or compete with activities of other donors. Our support 
for applied research on non-traditional crops is an emerging need that other 
donors may be encouraged to reinforce in the future. 

III. PROJECT DESCRIPTION 

A. Goal and Purpose 

The goal of this project is to contribute to sustained and equitably 
distributed economic srowth in the D.R. by accelerating the movement of the 
agricultural sector into non-traditional crops, thereby increasing small 
farmer incomes and rural employment, and earning or saving foceign exchange. 

The purpose of this project is to increase production of 
non-traditional crops through expanded farmer linkages with agribusinesses and 
direct access to credit and improved technology. 
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B. Project Strategy and Rationale 

The project will seek to achieve the purpose by: 

1. &panding, and strengthening base-level rural financial 
institutions that can capture savings of farm and non-farm rural clients, 
on-lend to rural clients, and establish banking relationships with private 
banks to further increase access to financial services for small rural clients. 

2. Expanding linkages between small/medium scale producers and 
agribusinesses by offering additional credit that is tfed to increased 
agribusiness-outgrower contra~tlng; and 

3 . Dc vel 0 pin g il P!' i vat e sec t 0 r- led ins tit uti 0 n tom 0 r e e f f e c t i vel y 
guide and finance the deve]opmC'nt, adaptation, and dissemination of 
agricultural production tl'chllology. 

The project cnncept has evolved since it was presented in the 
FY 1987 CPo At that time, w(~ were looking at a number of factors in the; 
commercial farming system, including water delivery and management, farmer 
associations, farmer relationships with input suppliers and marketing firms, 
and the network of local collection and storage facilities. USAID's Project 
Team sponsored severa 1 analyses to more clearly define the key constraints to 
increased non-traditional export and domesLic crop production involving 
small/medium scale producers*. As these analyses were carried out, we found 
that certain factors \yere of Jess importance Lhan originally believed, and 
that some of the constraints were being treated hy other activities. The 
result was a narrowed projecl [OCllS. For example, we learned that although 
many small farmer organizations (SPas) exist, their role ~r intC'rmedtaries 
between growers of non-traditionn.l crops and agribusiness is minor. Local 
development associations and spas are presently very weak in organizational 
and technical skills, and lack a strong business orientation. In another 
area, USAID is presently working on water delivery and management under the 
On-Farm Water Hanagemell': Project, which has recently been redesigned and 
extended to take more of an action orientation toward involving INDRHI in a 
partnership with water users in system rehahilitation, operations and 
maintenance, and on-farm productivity increases. We found that the ~xpansion 
of storage facilities is occurring chrough private sector initiative, as 
farmers and firms draw on the credit programs that USAID supports through the 
Local Currency Program and Agribusiness Promotion Project. 

* National Cooperative Business Association, Linking Small Farmer 
Organizations to NJn-Traditional Agribusiness in the Ibminican 
Republic. 
Development Associates, Inc., Preliminary Analyses for the 
Developmen t of the Commercial Farming Systems pro~ect. 
Cilio State University, ,Concept Paper- Banking Tec1nology Transfer 
and the Expansion of Rural Banking in the Dominican Republic. 

'1/\' 'q 
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Th\~ remaInIng factors that emerged consistently in the st-IJ(:i.(:;~ 

were the financial problems tha t limi t access to smaller loans by prodllcprl' of 
non-traditional crops, and the unavailability of improved technology. 

C. Expected Impac t/ Acll ievemen t s 

At the C~I1c1llsion of this five year project, the following key 
outputs (among others) will be achieved: 

At least 31 credit unions will provide financial services to 
19,000 smaller rural clients; 

Policy and procedural changes that promote rural banking 
institutions will be established and implemented; 

30 agribusinesses using outgrower contracts will have been 
financed, involving 6,000 small and medium-scale produ~ers; and will general ~ 
approximately USS12 million of increased vallie added in agrir.ulture per y"'d.1 
beginning in year 4; 

The private sect')t'-financed and directed agricultural res(;dl'c'~h 

foundation will have assUlr.ed increased responsibility for sponsoring 
technology development ArJ transfer; and 

Over 2000 individuals \.,.i11 have received training in rural 
financial institution management and non-traditional crop production, mostly 
in-country. 

D. PROJECT CO~WONENTS 

The project's components, one to improve the financial services 
available to commercial farmers, including additional credit for 
outgrower-linked agribusinesses, and a second directed at technology needs, 
are described below. 

1. Rural Financia I Services 

a. Objectives/Expected Impact 

The objectives of this project component are: 
(1) to promote the development and expansion of financially viable, base-level 
rural financial institutions, such as credit unions, to provide cost-effec~l;E 
savings/lending financial services to rural households; (2) to improve the 
Central Bank's abil~ty to formulate, and implement sound rural banking 
policies and procedures; l3) to consolidate rural financial services policy 
and management improvements in the Agricultural Bank (EAGRICOLA) resulting 
from the Rural Savings Mobilization (RSM) project; and (4) to increase the 
flow of credit to agribusinesses that rely on outgrowers. 
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r~hievement of these objectives will be indicated by: 

1) 31 viable credi t unions (CUs), providi:1g fbandal 
services to over 19,000 rural households and mobilizing savings deposits 
estimated in excess of RD~lH.O million (approximately US~6.0 million) from a 
base of 4 tha t have mobil izcd RD$/I.8 million; 

2) A self-financing credit union association, comprised of 
the CUs strengthened under this project, managing a stabilization/reserve fund 
to provide financial stability, as wpll as assisting CUs to obtain advice and 
training; 

3) Increased savings mobilization and consolidated 
institutional reforms in BAGRICDLA, to a point where savings mobilized from 
the public reach a level of RD~2G million, compared to RD~12 million at 
present; 

II) Strengthcrwd cilpacHy in tIle Central Bank to analyze 
and estahlish banking policy and procedures which will result in interest rate 
policies and banking regulat iOlls to foster the development of a sound 
financial intermediation Systl'lll, Illilrkcd by improveu volume and quality of 
financial services in the rural an'a:;; and 

5) A Bridge Credit Fund that reaches as many as 6,000 
farmers through agribusinesse~; \.J\lich use outgrowvrs. 

b. Approach, Activities and Organizetions 

Tn order to ,lchieve the above objectives, the project will 
seek to (1) technically strengthen existing credi t unions through field-level 
training, advisory services, and administrative loans; (2) provide these CUs 
with financia1 stability during liquidity problems through a 
stabilization/reserve fund; (3) <lssure long-term support through a CU 
association, (4) improve the policy <lnd interest rate environment for rural 
banking, and (5) provide the Bridge Credit Fund which will be a new loan to 
FIDE in the Central Bank, to be managed under the same terms and conditions as 
the Agribusiness Promotion Loan. 

1) Credi t Union Strengthening and Expansion/ Administrative 
Loan Fund 

This activity will expand the results of the RSM 
project beyond its pilot effort oy providing direct technical assistance and 
administrative support loans to selected CUs to improve their accounting and 

financial management systems. TIlese will enable CUs to offer viable savings 
and lending services, and will promote the adoption of the policies developed 
by the RSl-l project. 111e CUs havc been selected because of the potential 
coverage they can provide. Following the BAGRICOLA (with 31 branch offices), 
there are 21 CU candidates for thjs activity identified so far (with 
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possibilities of more). They constUute a potentially cost-effective net,' .l; 

for providing rural financial services to large numbers of rural client~:. ',rt th 
relatively small volume transactions (i.e. small value loans and small va 1 '!t~ 
savings accounts). 

The Central Bank Rural Savings Mobilization staff 
six additional CUs per year to participate in the program. 
to be used to select an existing CU for the program are: 

will select fuur to 
A'11ong the CL'l !;c,'_i 

The econo.IlJ r: grow'~h potential of the municipality or \lJWI1; 

Interest of the credit union membership in participatl~g, 

Status and amount of outstanding debt with second lev01 
cooperatives or other organizations (to reduce the ri! ~ 
that savings mobilized \>Jould be nubject to legaJ.. 
proceedings in a bankrupt credit union); and 

A minimum level of financial health and indications of 
managerial capacity potential in the institution. 

'The RSl-'1 Office In the Central Bank no...., L>mI'~oys a phased methodology fOl' 
strengthening of CUs. This methodology is based on experience with the 
original four pilot CUs, and is now being applied with two more. TIle field 
staff and the Coordinator visit the candidate CU, and meet with the key 
officers of the CU. The team explains the purposes of and benefits to be 
derived from savings mobilization, and the kinds of changes that this will 
require. TIley analyze the financial and accounting operations and financial 
status of the CU over the last four to six years, and report their findings to 
the CU officers, along with recommendations for changes in interest rate 
policies, financial operations and controls. The team also assesses the size 
and trends of the community tha t the CU serves, to determine whether ther13 1 s a 
promising financial market for expanded capture of savings, and for product'ion 
and consumer lending. Recommendations also include matters related to the 
physical appearance and security of the CU's site, the need for fulltime 
trained staff with operational authority, and a suggested timetable of changes 
and advice and training that the RSM unit can provide. 

After a couple of weeks, RSM representatives visit the CU again to 
determine whether the officers hav~ begun to make the suggested changes (some 
of them, such as raising interest paid and charged, and reducing delinquency 
can be quite dramatic.). The team defines what help the CU needs, and whetLer 
there is a receptive attitude to carry the strengthening program forward. If 
the response has bee.n positive, the Advisory and training assistance to the CU 
is intensified, and the unit provides funds that the CU may need to improve its 
physical plant, begin to recruit staff, and purchase necessary equipment, such 
as a safe. During the pUo t phase I these funds were granted by the 
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project; henceforth they will be loaned. 1his is the basic assistance 
techni.que, combined with the training activities for the CUs, that will be 
employed and improved on by thl' I(S~1 star f and advisors under this project. 

Annex J-2, Tab]e J provicles il list of surveyed CUs that could 
participate in the program. Credi l uniolls located .in areas of significant 
non-traditional crop production \,;ol~ld be givell preference. However, In order 
to ensure portfoli 0 diversificilt ion and redllcl' geot',raphic and season;>] risk, 
CUs in different: areas of the COlllltry 1-,11:1 also be seJected. 

01C[, a~;sess('d ilnd selpcted under till' above criteria, <I credi.t union 
will receive intensive tc·chnic,Il ilf;sistancl' t-o rev!,lw and reorienl its 
managemen t, port fo I. i 0 compos it i on, rl'!;('rvc~~, accollnt ing prac t ices, collect ion 
methods and othe:: polle ies ~lnd proc,_,durL's in order to ensure successful 
financial milnagerr,ent. ~11C RS~l Project. found th<ll CUs initiating rIlral saviIlgs 

deposit mobilizatioll actjvitic's IH'<'d to lllakL, minimiI1 infrastructure 
improvements ilnd hire staff \.;ith ;1CCOlllltlllg (!XperL'llcP, to encourage existing 
or potential memlwrs to place cheir savill!;s in a f'l:edit unioll. RpCi!use of the 
pilot nature of thor project, thesl' costs wpre coven~d hy gra!1ts for 

administrative improvements provi(h'd by the RSH l'roject to the CUi~. This \.;ill 
be modified under I:hif; project. '11Il' CUs that show a \>/illingncss to adopl 

reforms will ha'Jt' dcce,;s to tli., same filCiJi.ty 011 il lOdll bosis. The exiE;ting 
fund will be expanded and be kl1o\>/n ;1,; the Alministrative Loan Fund. CUs can 
borrow [or improved faei lities anel '_"'Iuipment, and somt' of the operating costs 
associated _vith an expansion of fiil:lllCLd sl~rvices. 

Ad mIn i s t r a U v t' I 0 <I n s \, ill " C' ,; t r II r t II red t 0 be a po s it i ve boo s t wit h 0 u t 
being a burden lo the partici.pating CUs. Based upon projected cash flows of a 
hypothetical eu, average admillisu'ativt' loan cOllld be repi-dd within six 
years. 111(> typical Cli would al~;1) L:: t~xpcctcd to reach i1 breakevcn point 
within 12 to H3 months of jedldng the progrillll. The RS~1 office will continue 
to control this fund until the r.u association I!; ready to take it OVt'r, and 
,.;hich time the Central Bunk \Vi II transfer lht' p:1rtfolio of the administrative 
loan fund to the ossociation. '/1IL' rcflows \.;oulc lhen be used by the 

association for further expansioll of the program. We estimate that this fund 
would require RD$]. 2 milUon (US$/IOO,OOO) in Iocill currency over the five year 
life of project. 

2) Stabilization/Reserve Fund 

The Stablliziltion/Reserve Fund now being managed by the 
RSM Office will be expanded. TIlls was established in order to minimize the 
pcrtfolio diversification and seasonal risks that any financial institution 
linked to a local ruraJ economy faces (See Section IV-B-l, Technical 
Analysis). These include unexpected draw-downs on members' deposits in the 
CO; or declines in loan repayments as a result of a temporary condition (such 
as drought) that may affect the lora! economy. This fund \o/i 11 be used solely 
to provide short-term credit ('3-(, month maximum) for CUs experiencing these 
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temporary liquidity shortfall situations. 
the banking institutions directly for the 
rate charged the CU should be high el10ugh 
on-lending to members. 

The CU accessing the fund wouJ., 
use of these funds. The int (')"P<:; 1 

to discourage its use for routl . 

CUs will capitalize the Stabilization/Reserve Fund by 
depositing il minimum of ten perLell~ of all resources they mobilize frolYl .' 
accounts, passbook savings accounts, time deposits or other such deposit 
liabilities. 1111s will be drawn from theit' existin~; 20% reserve requirem,; 
(held as cash, or deposited elsewhere), and \.Jould be simply transferred 
this Stabilization Fund. 111eso funds wi 11 he reinvested in financial 
certificates or other similar financial instruments with a Iligh rate of 
return. A line of credi t would be obtained from t:le bank designated by t 
RSM Office (or CU association) to hold the Fund, which could be accessed '" 
CU experiencing temporary cash flow problems. 

The interest rctLe differential or Ilnrgin between \Jhn, 

CUs would receive from deposits into the }\.lnd and the earnings of the Fun' ' 
inv~stments will be used to pay the expenses of the credit union associat' 
(monthly meetings, promotional activities), and to capitalize the Fund. I; 
individual CU will eilP) a rate of interest at least equal to the rate l'd~. 

a passbook savings account in a commercial bank. We estimate that CUs will 
contribute approximately RD~I.8 million to the Fund during the five years 
the project. Annex J-2 shows that such a contribution, combined with a 
minimum membership fee, can be expected to generate sufficient resources L 

capitalize the fund, and cover the costs of the credit union association 
operations. 

Durfng the life of i,roject, the Stabilization Fund wi 1 
be managed by the RSM Office. The Office will approve access to the line (I 

credit upon review of a CU's request to utilize it. If a CU should decide 
withdraw from the Fund, its share will be returned to it. Hanagement of '_h 
Fund will be turned over to the credit unioll association by the end of the 
project, following an assessment of the association's ability to manage it. 

Technical assistance will be provided under the projec 
to establish the Fund mechanism, the management procedures for the operatio 
of the Fund, and ultimate transfer of the fund to the credit union 
association. The plan is thi'lt this transfer process would begin in year 4 of 
the project, after training th(· CU association staff. 

3) Credi t Union Associa t ion 

The Institutional Analysis conducted for this project 
identified a need for a credit union association to serve as a representative 
body for the CUs, able to (a) provide a forum for discussion of technical 
issues among CUs; (b) take over management of the Stabilization/Reserve Fund 
and (c) cODtinue to arrange training and advisory services to promote and 
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develop additional CUs once AID sllpport terminates. The 
the four original RSl-'l CUs to l'stablish the association. 
will be provided to develop a time-phased organizational 

project will assist 
Technical assistan~e 
plan for the 

assc:,iation to gr:ldually evo1vI:' into an institution pn)vJding cost-reccverable 
servic0s, such iJS those fii('nt~on('d .Ibove, and s\lch others as Lhe bflse-lt!vel CUs 
consider nec2ssary. 

This <lSS()Ci;ltiun is not cOllceived as em institution with 
a large st:lff (\l~ tl'chnici;1fI';, b\lilding, ilnd high operating costs. At the end 
of the pr()jl'ct, it wi 11 LiVe il st;lff of two or three p('rson~; that can manage 
the a d min i s t r ;l L i I.' !' L n ii n il n d s t il h iii z;1t i 0 II / re' s e l' " c' f tI n d s, and con t rile t. for 
t r a i n i n g 0 r ~I d v i ~; (ll" Y c; L' r v i (' C' S • B Y t h l' I' n d 0 f t Ii t' pro j e c t, t II e ass 0 cia t ion 
will cdso be pruviciing guLdenll'" thro\lgh i,rornotio"Cll seminars, targeted at 
specific COmnl\1ilitic!'o ur gr'ol:ps [kit <Ire intl'rcell'd in developing or 
strengthening the Cl:~; in tileir ilr,':IS. To fl'riUl'C costs and provide relevant 
promot.ional and or['<lllL:<ltion;l1 il:;~;l,'LIfW(, to tilf'sC P()tl'l1lii11 CUs, existing 
CU managers al1fi mCIP[wr,C; \-Inlllt! he i:lvI)Jvc~ct ill df'velc'pi.ng Stich institutions. 
The project \vi 11 provide flliH~~: to 'iIIPPOrL the dev.:'lopmC'nL of thp ;;ssociatlon 
initially, but ~,l:rougll thf' St:lbi 1 iZ<llion/Reserve Fund's rl'vc'llllc-generat.ing 
lllechanism dc'~;cribecl "hove, ollly l'(t~;t l't'c()vl'r::bI0 st'rvicC':; \.;otlJd b(, provided to 

ey.isting a~;s()ciation melllber,';. 

4) _~ent~~J~'21k i'~c~~rOi;l'~leI1t and Agricultural Bank 

~b n;~tl.~~:~'!~ L!~~1_~.::.L~0a t i on 

Th(, [~Sl~! l'rojo'ct cif:'1ll011I,trnted the value of providing 
experienced expatriaLe h.1nkil1l~/m()nC't<l~·Y policy and banking manag'.'IT,ent 
::echnical assistancc' to tile Central [)<lnk and the BAGRICOLA. 'rhat project had 
a significant impact on Central Bank intl're~;t rate <:lI1d ot.her tinan-::ial 
policies ::nd regula::lons. Th(· RS~! Project \.JilS also re3punsible for the 
Agricultural Bank's trcl~llsfor::1;]lioll frOID ;1 one-sided (lending) institution to a 
full-service savings/lending finClllciaJ intermediary which mobilized over 
US$4.0 million equivalent in ~:lVing~; beU·lt~('n 19,134 and ]987. 

As indicated ill Annex J-l, Technical Analysis, the supply 
o( rural financial services is strongly influenced by the regulatory and 
policy environment of the financial market. These policies and regulations 

determine the allocat.ion of f~nds among sectors of econ~mic activity, and 
affect the relative profitability of different classes of loans dnd of deposit 
mobilization instruments. Important policy reforms "Ire needed Lo stcengt.hen 
rural financial markets, but these reforms cannol be undertaken in isolation 
from general issues cf market st.ructure and regulat.ion. 

USAID and the Central Bank agrei~ that there is a 

continuing need to provide such assistance. Specialists can assist the 
monetary aut.horities to analyze and develop specific recommendations regarding 
issues that arc important to the (',QD({ :lf~d the l!SAID 'b rolicy dialogue. Among 
some of the issues identified by Cent.ral Rank management are: (a) the 
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appropriate incentives to promote rural branching and bank decentralizatj! .. ;, 
(b) the feasibility and organization of a deposit insurance mechanism to 
reduc!e risk to rural banks; (c) the regulation of various types of finane' ,j 

institutions; (el) the need to revise targeted lending programs and interebL 
rate policies; (e) the struct~re and application of simplified legal-reser~. 
requirements; and (f) other complex issues of agricultural and general fjnance. 

The above list is illustrative of the types of issue:, 
that rna; be studied during the ~oursc of this project. As savings deposit: 
increase, we anticipate that an insurance scheme to protect the deposil~(): ,.,j 1.1 
be desiro.bIe. The cu::-rent legal reserve structure is extremely complical ... 
with well over 100 different rates applied, depending on circumstances. '1:.)" 
situation reduces the effectiveness of reserve requirements as a policy 
instrument and complicates the lending policies of the banking sector. 
Evidence suggests that the current system restricts credit flows to the 
agricultural sector. 

Under the RS~j project, some work was initiated on the unregulated 
financial institutions aJld their impact on rural financial markets. Work or, 
this topic will be continued. Targeted lending and interest rate policies 
will need continued monitoring. Another area to be addre.ssed is the 
establishment of incentives to promote rural oranch ba.lking. 

Under the guic,lnce of a C.cntral Bank policy committee that has been 
working with the RSM staff and ad~isors, the RSM Office will request and 
monitor the short-term technicc:l assistc:nce to be provided by the project Ie:­
policy studies. The policy committee will identify relevant policy issues ~nd 
review the position papers developed u~der the project. 

Sim~lar short-term technical assistance will also be available to the 
Agricultural Bank in both policy and bank management areas. BAGRIOJLA has a 
significant presence in the rural sector as both a lender and increasingly as 
a mobilizer of rural savings. USAID also channels significant amoup.ts of 
local currency resourcec tilrough the Bank. Areas of siJort-term technical 
assfstance that will be required for BAGRIa;LA are: branch level 
management/operations training, interest rate policy, and ~romotion of banking 
relationships with CUs. 'These services will be provi.ded undp.r the existing 
institutional mechanisrr. between the RSN Office and the BAGR1COLA's Programming 
and Savings Mobilization I:epartments. We estimate that \vith this assistance 
about RD~15 million (approximately US~5 million) additional deposits can be 
Jr.obilized by the MGRI mLA. 

S. Bridge Credit Func 

USAID will make a n~w loan of USdlO million to the 
Central Bank. This will increase the liquidity in the banking system that 
supports commercial farming, meeting a portion of known credit demand. 

\ ' \,\ -\ , 
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By the end of the projec t, the Fund will have: 

1) Provided new or additional financing for at least 30 
agribusiness ventures using outgrowers; and 

2) Increased income and commercial farming experience 
for 6,000 farmers in irrigated areas producing 
non-traditional crops. 

The bridge loan arrangement, described below, offers 
strong potential for improving Ibminjcan small-farm agriculture. Ap, 
Dominicans are identifying inc::-easjr;g possibil Hies for export of 
non-traditional products, such as winter fruits i:dd vegetables, bridge loan 
financing for agribusiness-farmer contracts is considered a viable credit 
modality in order to encourage production, raise agribusiness and farmer 
incomes, create more employment, and earn foreign exchange. The arrangement 
is viewed as having the ildvantage of permitting fj rms tc undertake highly 
controlled production, but without having to own .land or hire field labor. It 
is perceived as having the fur'ther advantage of involving large numbers of 
small farmers who typically do not hnve acctoc.s to formed market. credit, thus 
alleviating rural poverty and improving rural income distribution. 

Loans will be channelled to agribusinesses that draw a 
significant percentage of their raw materials measured by volume from 
outgrowers. The Fund is to help meet the demand for the working capital neede 
of agribusiness utilizing outgrowAr production, to enco; rage on-lencling to 
small farmers and to provide credit to assist the expansion or development of 
agribusiness accessing outgrower production. Utilizing the loans prOVided 
under this ~o:nponent, :-he agri!::.;::,ill<"ss wi i i l!(~ rtole to prov:':ue support to the 
outgrowers (commonly called "bridge credit") in the form of cash, inputs such 
as feed, fertilizer and pesticides, and services such as land preparation 
and/or technical advice by trained agronomists or horticulturists. At the end 
of the cropping period, the agribusiness will calculate the balance of credit 
extended to the small farmer against the purchase price of the melons or 
cucumbers that were accepted for packing or processing by the fir~, and will 
settle accounts accordingly. 

This Bridge Credit Fund will be set up and managed on the 
same terms as the loan fund now operating in the Agribusiness Promotion 
Project (see c - Inputs, below). The Agri business Promotion project has 
disbursed 75 percent of the approximately $48 million combined resources of 
the loan and the local currency coultterpart. Demand gtudies conducted by AID 
and the InterAmerican Development Bank in 1985 and updated for this project 
show that this amount meets less that 20 percent of the need for financing of 
fixed assets and werking capital for Agribusinesses (See Section V-E). 
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1) A.I.D. Resources 

Long-term Technical Assistance (US~890!000): The project 
will provide grant funds to finance both short and long-term technical 
assistance t.) the RSM Office. The long-term technical assistance will b, 
provided by a banking and finance specialist who will be contracted for a 
4-1/2 year perio~. This specialist will assist the coordinator of the Celllr." 
Bank's RSH Office to plan and implement the credit u:tion 
strengthening/ Administrative Loan Fund progl"am; expand the 
Stabilization/Reserve Fund; and provide assistance with the transfer of ke' 
functions to the CU association. This specialist will also assist in the 
programming of addi.tional short-term technical assistance for these activi,.L:.; 
and for the policy studies. This individual will have previous experience ) , 
banking and operation of base-level CUs and second-level organizations. 

Short-term Technical Assistance (~92l,000); The A.I.D. 
grant will provide funds for short-term advisors in the areas of 
banking/finance (particularly portfolio management and margin analysis), 
accounting, and second-level CU organizalions. These individuals ",:ill SUrrC") 

the long-term advisor by providing intensive training to the accounting and 
banking/finance technicians working in the RSH Office of the Central Bank. 
This in-country training will cover (a) the financial evaluation of CUs 
selected tc participate in the program, (b) planning and delivery of tech~J("_ 
assistance to the participating CUs, (c) planning and delivery uf training 
programs for CU personnel. and (d) establishing financial performance targets 
and evaluation of the CUs receiving assistance. The second level organization 
specialist will assist the CU association to develop a program of services for 
member CUs as well as assist in the transfer from the Central Bank of the 
Stabilization/Reserve Fund. A computer/informati.on specialist will also h",lp 
selected CUs, the credit union association and the RSM Office to improve 
systemp for the operation of their accounts, especially for the 
Administrative Loan and Stabilization/Reserve runds, as well as setting up 
computerized performance tracking systems. Over the LOP, an estimated 44 
person months of ext~rna~ short-term technical assistance is planned to assist 
in the credit union strengthening and expansion activity. 

The project will provide 20 person months of short-term 
services by banking/monetary policy and bank management specialists to assist 
the Central Bank authorities and the Agricultural B2nk in the design and 
execution of policy studies and management improvements. The Central Bank 
will participate in the selection of the expatriate specialists. 

Annex H provides a scope of work for the long-term advisor 
and detailed cost estimates for all advisors. 



-20-

Commodities (US$52,500): TIle Project will finance the 
purchase of three four-whee 1 drive vehicles to support this component's 
activities. One will be for the use of thl' project advisor and two for the 
RS~l Office technicinns. TIlt::' v .. l,irlps ,lnd 'omr'ltpr eqllipment pllrchnsed with 
exi~ting RS~I Frojcct grant <lllli I (lC;!l (:urrPI;(,Y counterpart funds ~viI] be 
transferred to support the exp;lndc·d Rural Savings ~lobilizaLjon Office under 
this Project. 

Credit \lni()n~; ~.i 11 !lot requirt' specialized computing 
equipment. 111e RSI·! Proj"('L lidS dl'Hl()Il~;LraLL'd that most CUs can best carry out 
and understand fin;IIl(:ial m;J!1dl',l'ml~l1t i1nd d.ly-to-ciay accotll1ting operations when 

these al'C' performl'd maT1Uil11y. l!()\"'l~vl'r, should a credit union l·xpt·rience 
significant (>xpansio!l llj :;;Ivingr; ;Inc! lending volumes, it ('ould utilize its 
internal \vlJrking (';lpiL1I or th,' AlmirdsLr:!Iive !.oan Fund to finilncl' a computer. 

::) Training (LSS6;:.J.~~}: TLlilliTlg for credit union mnnagC'rs 
n n d the <l s S (,,' i:1 t: i lJ 11 ~; t;1 f f wi 1 1 hI' (' () Illl u c t I'd b:: (II etc' c h n i Cit 1 "s sis t Cl n c e 
advisors providt:d ul1d.::r thl' i'rnjl,(·t. This r ypl' <)' trdining has bf'en cOllducted 
in-country thrlJugll t\,'U ur t.llrt'l·-d;\y ~;hurt l~()Urs(':; and h;ls prOVI.'11 to be very 
effective under tilL' F~,'l Proj,·,'t. ;\s t Itl' prnj"('l ends, tr:t!nilli', wi II be 
con t r il c ted \.J i t II I () (':1 lin:; tit I It i, Ii: .'; Iw t II (' C L' ;1:; S () (' i il t j 0 11 • 

Topi,':; sllcll :1', l~,·\,,'I()pmeilt of credit union accolInting 
systl~ms, prCp;ll'nLilJIl c,t bilL11:('l' L;Ilt'l't~; .!lHI profi t ilnt! loss statements, 
interest rate marEin an:ll),:;i:;, 11l;1;: p('rtfllli() miln:lgt'ml'llt and divl'rslficiltion, 
liqu:dity m[lnil~;l'mcnt, ilnc1 nlilrkl'til1l', fit sL'rvicl's wil I be covl·red. Staff of .311 
participating CUs \ .. rill be l'zpccted to ;It tend a basic scries of practical 

training sessions covL'ring tll('Sl' topics. \,il' estimate that five individuals 
from each credit 1111i(;11 \.'1 II rl'."ivl· form.!l courSl' trainin?, -- a total of 
approximately IhO indivi(:u;ils OVl'r the lift.· of project. In ;!clC;itior., the 
credit union association's "tarf ;Ind bOilrd of directors (l5 individuals) will 
be trained in investment poli,:y, interest r.Jtc margin analysis, and 
development/reilrketing of services La memher CGs. Four training seminars per 
year for BAGRlmLA stilff \.'i1 1 ,1lso bc financed, with approximately 50 
participants per seminar, [or il total of 1000 parlicipants during the 
fIve-year li.fe of the project. 'nles€' seminars would mainly train participants 
.in loan port folio managemenl <lnd savi ngs mobil iZiltion techniques. 

In addition to the ?Dove in-country training (to be financed 
by coun~erpart. as shown helm,,), a total of 15 participants will be financed 
under the A. I.D. grant to receiv(' a two week course given by INCAE in Miami, 
Florida. This INCAE course will train bank managers from CUs, BAGRICOLA 
bronch offices, and the CU association in advanced banking and financial 
management. See Annex G for detailed training plans and costs. 
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Bridge Credit Fund (310,000,000): The AID loan will he 1'.: 

2S years with a .lO-year grace period. Interest will be 2 percent for !he 
first five years of the grace period, 3 percent for the second five years ;, 
5 percen t for the remaining lS-year repaymen t i>c:r lod. TI-Ie Central Bank wi 1 
on-lend through FIDE, its department for channelling long-term (and some 
short-term export financing) credits to private firms through local corneL L;" 

and development banks. The participating har.lu, (which in turn finance ~.i·. 

agribusinesses) will on-lend at a rate approachillg market terms, establisr " 
by the Hon('tary Boanl in consul tat ion wi th USAID. These will be the same 
banks that have qualified as Pnrticipating Financing I11stitutions (PFJs) 
the Agribusiness Promotion Project. The criteria, procedures, and monit, 
mechanisms that are now estabHshed and operatic!l1al under the Agribusines~:: 
Promotion Project for the Central Bank, and between FIDE and the PFIs, wi " 
incorporated in this new loan agreement, with the added proviso that restt~C.l 
subloans to outgrower-based firms. An assessment of this arrangement as -' i 

has been operating since 1986 is provided in Section V-C.2. 

Audits and Evaluatiolls ($189,000): These funds will be I.:S 

for annual outside audits of the Mministrative Loan hmd, the 
Stabilization/Reserve Fund, and the operations of the RSN OffiCE: and the Cll 
association, as well as for the concluct of il mid-term evaluation of project 
effectiveness. 

2) GODR Resources 

Short-term Technical Assistance (~333,OOO): 20 person 
months of short-term technical assistance in banking/monetary policy and ban~ 
management will be financed with local currency counterpart. Studies will bl 

conducted primarily by bank staff with the assistance of Ibminican specialist 
in rural finance and related policies and banking procedures, contracted by 
the RSH Office. This model has been \olOrking effectively under the RSM 
Project. 

Commodities ($11,000): Commodities such as office 
furnishings and office equipment for the RSM Office or CU association will bE 
purchased locally, or provided by grants-In-aid. Annex F presents a detailel 
listing of these commodities. 

Training ($326,000): Local currency programmed through the 
RSM will be used to pay per diems, rental of space and other logistical COStl 
of the in-country training described above. 

Mmin is t ra t I ve Loa n Fund ($386) 000) : TIle Cen tra 1 Bank wi!. 
add funds to the existing ~dministrative grant fund, converting it to a loan 
fund. This will be incrementally funded as the CU assistance activity's 
clientele expands. 
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Personnel and Operating Costs of RSM Office (3898,000): 
Local currency counterpart will finance lC'n professional and support staff in 
the RSM Office consisting of a proj~ct coordinator, five technicians with 
accounting or banking backgrounds, a computer/data management technician, an 
administrativl' clssistdnt, i1 se,'retary alld messenger/chauffeur. The five 
technici;::ns will work dircctly '-"i til the eus ;Jnd the eu association. 111ree 
Peare Corps voiulltl'l'rs will also he \vorking with the local technicians and 
have their pl:r dicIlls covl'rcd by thl' RSH OfficE'. A summary budget is provided 
in Sect ion II I'-E, ilnd .1 dl'l;li led budget in AI1111'x T. 

Bri~.ge Cn~..0._i_~_L~~..0_1~~O(lL~ '111Q r..cntra J J);1I1k will provide 
counterpart funds to :111grnc·nt the A. LD. portion ur the Bridge Credit Fund. 
These will be' on-lellt uncl(-r tIlt' S;JIlH' tl't'IJIS ;u; the A.T,n. contribution. 

Th' ohj(·(·tivv~; of lIds project cOIll]lonl'nt ilre: 1) in the 
medium term (on(' to two ye;lr~;), tu illl]lrov:~ ;l/~ricultllral prodllction technology 
for producers/exporters of nOIl-Ir.Jditional crops (NTCs); and 2) in the long 
term (three to four Y(';lrs), tl) dt'Vt·]op <l priVdtl· sect()r organization that 
provides directi.oi1, lr:tinillg, fjn;lllcja] and tl'chnical assistance for certain 
kinds of agricult.lIral l(,c!1I1()I()~~y dvvf.'lopml'll!. I)('cllrrillg ill both thl' private and 
public sectors. 

These' obj"l,tives \.'1JJ be accomplished by the: 

1) Promotioll of l'cor:omicaUy justifiable research that will 
develop some 15 improved prodllcLion lechnology packages re~.;ponsivl· to the 
needs of NTC producers; 

2) Establ ishml'nt of a rapid-response capablJity to assist 
agribusinesse s experienci ng majo r produc t ion problems wi th sta t e-o f-the-a rt 
technology and technical expertise; 

3) Improvement of the quality of locally conducted 
agricultural research, resulting froIll intensive skills training of 60 
IX>minican researchers; 

4) Provision of ;J source of technical information to support 
present and potential researchers and producers of NTCs as indicated by the 
establishment of a Found.1tion Information Center, and the organization of 
seminars or technical conferences; and 

5) Establishment of a private sector supported endowment 
fund to provide for the long-term financial v1acility of the Foundation. 
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b. Operation!;, Activit ies anti Organization 

1) Operations and Activities 

A non-profit, private sector-directed foundation has hec'ij 

established in the Dominican Republic, with the cooperation of the Nat:i(1:,aJ 
Council of Businessmen (CNIIE). Tile Agricultural Dpvelopment Foundation (::,',,' 
was chartered on April 17, 1987, by Presjdential decree, as a non-profit, 
independent entity, eligible to receive financial support for its endowmc", 
fund from the GODR, international donors and the private sector. Interv 
earnings on the endow~ent will finance agricultural researcll and operati~t 
expenses. The Foundation will also have thL' right to publish, and the 
capability to disseminate all researcll informa:ion obtained through its 
activities. 

The R('search Program: The ADF will develop a research 
program that defines the crops and the technical are.3S of interest that wi l! 
receive its funding. The researcll program will establish the ADF's priorilil: 
for the resea rch communi ty. 

The staff alH1 resident advisor of the Foundation will 
draft the program, whicil will be reviewed on an annual basis and approved by 
the Board of Directors, as one of its overall responsibilities, discussed 
below. Initially, the program will foclls on supporting the development of 
improved agricultural production technology for producers and exporters of 
non-trRditional crops. Programs developed in later years could and probably 
will be focused on other technical areas or crops that are important to the 
country. 

Mode of Operatio~: The ADF will finance work under 
contracts with researchers in the existing agricultural research community 
which consists of government researcb centers, university researt:h stations, 
and agribusinesses. In this way, the ADF will not duplicate existing 
facilities and human resources that are underutilized due to limited budget 
support for operational costs and materials. The ADF will be ab:e to finance 
the operational or marginal costs, thereby increasing the utilization of human 
and physical resollrces that are already in place. 

On-Farm Research: The ADF will emphashe on-farm 
rese:lrch involving the ultimate users of the technology, i.e. the 
agribusinesses and their outgrowers. When ADF contracts research with 
scientists in either public or private sector organizations, they will be 
expected to work closely with collaborators that have a stake in the final 
results. For example, a rese.:1rcher in a public institution (such as SEA) or a 
private entity (such as an agribusiness or a university) would receive a 
research grant to carry out a given field trial to test an agronomic variable 
that has been identified as economically important for a given production 
technology needed by a firm or group of outgrowers. TIle proposed design for 
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the trial would be reviewed and if necessary improved upon by a crop 
specialist-researcher (local or e:q)atriate) who is specialized in the 

production of that crop. After" final review and approval of the design, the 
Foundat iun would provide the research grant to f1 nance requ"; red rna terial 
inputs (seed, chemicals, etc.), while the ag.-ibusiness or researcher working 
in the public institution, in collaboration with 11 gro!"'er, would supply all 
the remaining inputs (land, soil preparation, irrigation, and labor) necessary 
to set up [he trial. [11 some instances, short-term technic,ll assistance: from 
a local specialist (e.g. a plant pathologist), who is not available in the: 
institution or firm originating the proposal, will be required to ensure tile 
proper management and/or ani11ysi~; of a givl'n rl'~;earch trial. In those cases, 
the research grant wil I also finance this short-term local expertise. The 
Foundation will also provide limited supervision at key moments to m::>nitor the 
management of the trial (planting, cI<lta collection, etc.) to give technical 
guidance, ensure the quality of the final rc's\llts, and guide their 
disseminLltion to a broad community of users. Once the Foundation has 
suffident experience with and confidence in a given researcher, this initial 
monitoring \\,tll be phased out. The Foundation will support the dissemination 
of any significant results from the trial, <lIthough experience has shown that 
once the part icipant gro\.Jer hl'gins to usc the improved technology, it will not 
take long for others to become aWill"e of the practice. 

OnL' advantage of this appruilch is that expert assistance 
is provided by the Crop Specialist Researcher during the deaign of a trial to 

avoid testing variables that have already been proven to he insignifi·~ant, and 
by the Foundation's staff scientist, to ensure the proper management of the 
trial. The Found:1tion would also have firsthand knowledge of tho:. reliabHity 
of the information obtained. FjTlill.ly, the results will be easi2r to 
disseminate due to the invo] Vl'Ir.ellt of the growers. 

Although the majority of Foundation research will likely 
be conducted on growers' farms, some production problems are better solved in 
the semi-controlled environment of a research station. In those cases as 
well, the Foundation will ensure the proper design and management l)f the field 
trial through the provision of limited monitoring. 

During the first year of the project, the Foundation will 
be f~cussed on organizational activities, with limited research grant activity 
that may support the develcpment of two or three technology packages. By 
years four and five, the Foundation should be supporting six or seven per year. 

Sources of Research Prop'osals: TIle ADF will obtain 
research proposals by three different means. Some will be unsolicited, others 
will be solicited from qualified sources, and others will he developed 

in-house by the Foundation staff. Except for the latter, the cost of proposal 
preparation will be borne by the authors. No matter how a proposal is 
obtained, it will be reviewed by the ADF staff, and a recommendation will be 
submitted to the Executive Committee of the Board of Directors. The criteria 
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for judging proposals may vary depending upon the type of research to be 
funded. General criteria for most areas of research will include: 

Compliance with the Foundation's stated program emph<.i'3: J; 

Economic justification that stresses near-term returns; 

Participation of a collilboriltor; and 

Technical soundness. 

More specific criteria for Eelected crops will be 
prepared by the Foundation and these criteria for selection of research 
projects will be made known in acivance to Lhe I"esearclt community. The 
Foundaticn staff will be expected to support only those proposals which m~e 
the established criteria and priorities. Occilsionally, ADF staff may ass5·;:. 
researchers to develop sound p:coposals thal would contribute to the attaiuh,::t 
of the Foundation's program objH.:tives. 

An Executive Committee of members of the Foundation'c': 
Board of Directors and invited specialisL~ will review and approve each 
proposal based on analysis and recommendation of tile ADF staff. The commitl2e 
also might approve te~hnicillly sound proposals that do not fall within the 
Foundation's progra:n, if they determine that they were innovative enough to 01:: 
of interest, or that they deal with a problem of national importance (e.g. tile 
outbreak of 3 disease affecting an important crop). 

Financial Management: TIle research grants will be made 
to individual s based on the budget submitted w:i.lh the proposal. Shorter 
studies (of less than two months' duratio~) will be financed by an advance to 
be liquidated by the researcher when his or her work is complete. Long-rall;5e 
efforts will be financed by partial advances, supported by periodic accounil": 
to the Foundation's fi.l<lncial manager. 

InfoTll~:ltion Services: The ADF will establish an 
Information Center to collect agricultural technology informaLion (both 
national and international); to publish nnd disseminate the results of 
research that the ADF sponsors; and to sponsor an annual seminar or wori~shop, 
as well as other less formal field days at locations where the selected crops 
are grown. TI1e Information Center will be managed by a locally hired person 
with knowledge of information management (i.e. computec and library 
experience) and dissemin:ltion. TI1e Center will have a budget to finance the 
acquisition of essential agricultural periodicals a~d technical journals. It 
will also be equipped with a microcomputer [or analysis and storage of 
research data and other technical information obtained as a result of the 
Foundation's research program and contacts with the international community. 
The Center will serve as a source of technical information for anyone 
requiring specific knowledge of production technology for various locally 
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grown non-traditional crops and commercial pr':lctices util ized in other 
countries. The Center will also devplop a cost effective system to actively 
disseminate this technical information to users. It is anticipated that the 
Center will utilize written material (i .c. pamphlets, bulletins, etc.) and 
limited use of radio and telpvision to carry out Lts oLjectives. 

The Foundation will have the following main 
organizational features (See Annex J-LI: Agricultural ~velopment Foundation 
General Bylaws); 

The Foundation will have a General Assembly consisting of 
individual s who have contributed financially to the establishment of the 
Foundation. To ensure that the Foundation maintains priv.1te sector suppurt 
and conducts relevant research, (;enernl l~s(>llIbly memhprship will include any 
interested individual, company, or organization which mnkes a set minimum 
fi:1ancial contribution to the Foundation. r-lemhers wnl represent the broad 
spectrum of the Dominican agricultural f;cctor, including banking, indllstry. 

agribusiness, and producers' associations. An annllal mpmlwrship fee will be 
charged to active {'.lembers, thl' amOlllll of which Hill be dC'termined by the Board 
of Directors. TI1e General Assembly will nIC'Cl ilt least once a year to elect 
members to the Board of Di rectors and be i nformecl of the Foundation's various 
activities. 

The Board of Directors will consist of 7 to 15 memb(~r's 

from the General Assembly. Directors will be elected to the Board ~or 
two-year terms, with half the Board elecled each year. To insure continuity 
during the initial years of the Foundation, one half of the members of the 
Board will be elected for thrve-ye;lr terms in the first election. 

The main functions of the Board will be to: 

o Establisll foundation policy as to the types of research 
to be financed; 

a Approve the Research Program developed by the foundation 

staff ; 

o Hire and fire the Executive Director; 

a Approve all major contracts for technical assistance or 
commod it ie s; 

o Give final approval to all researc~ projects; 

o Manage the Endowment Fund; and 

o Select an auditing firm acceptable to AID to conduct an 
annual audit of the Foundation's operations and endowment. 
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The full boa rd will mee t eve ry three mon ths to approv,:: 
major operational policies and the overall research strategy. Responsibility 
for making other decisions will rest in the hands of committees formed fl."" 
members of the board. 

The use of committees wi 11 alleviate the problem of 
making decisions in a large group. TIle most important committee, the 
Executive Committt'e, will be responsible :or revie\ving and approving all 
research proposals. An Endm.Jment Committee \."ill make all decisions regard5r'L 
the financial management of the er.rlowment Lind. 

TIle ADF staff will be as small as possible to avoid lL;illL~ 

excessive amounts of endowment income (not to exceed 25% by year 4) to cover 
operating and overhead expenses. TIle main functions of the Foundation staff 
will be to: 

o Procure technical ass islance and IDea lly sourc ed 
commodities; 

o Develop and monitor the research program; 

o Review and select appropriate research proposals for 
decision by Executive Committee; 

o Coordinate technical assistance (short, medium, and 
long-term) provided through the foundation; 

o Monitor field trials and other research activities; 

o Evaluate research results; 

o Maintain a source of technical information and ensure iLS 

distribution to users; 

o Coordinate training activities: 

o Maintain liaison and information exchanges with 
international agricultural research centers, 
universities, and other sources of information and 
technical expertise; and 

o Perform accounting and secretarial duties. 

A listlng of Foundation personnel and their functions is 
provided in Figure 2. 
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Figure 2: Foundation P,=rsonnel and Functions 

Personnel 

Foundation Staff 

Executive Director 

Scientist 

Ag. Economist 

Information Specialist 

Financial Hanager 

3 Secretaries 

Driver/Messenger 

Direct Hirl? or 
CuntrClct 

Funet ions 

DH 

DH 

DII 

DH 

DH 

DH 

DB 

Manage Foundation, act as secretary at 
Board meetings, carry out ~ublic relations 
and fund raising activities, hire 
personnel, represent FOUl:dation at 
official functions, oversee program 
f 0 rlT. ul at jon. 

Supervisc/mGnitor field trials and other 
research. 

Analyze proposals for economic/financial 
soundness, and analyze the economic impact 
of completed research. 

Develop and administer information 
management and dissemination. 

Haintain FOllndation operating and grant 
accounts/liquidate advances. 

Receptionist and secretarial duties. 

Chauffeur and messenger. 

Expatriate Technical Advisors 

Senior Scientist/ 
Hortlculturis t: 

Research Methods Trainer 

Short-Term Specialists 

C 

C 

C 

Responsible for developing and monitoring 
research program, and to review proposals 
and make recommendations to Executive 
Director. Provide foundation management 
expertise as needed by Executive Director. 
Implement frui t and vegetable program. 

Conduc t training courses locally for 
researchers. 

Conduct management training program for 
ADF staff; provide technical expertise to 
researchers and agribusinesses. 
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The endowment fund will be capitalized by GODR owned 1 ;)cal 

currency proceeds from PL 480 Title I or ESF, and private sector contribl.: ions 
during the life of the project. The Foundation's Board of Directors will 
appoint three of its members to an E.'1dowment Committee that will be 
responsible for managing the fund. Endowment funds wili be invested in secul~ 
financial ::'nstruments, such as morlgage certificates, that will ensllre !ll2:dmum 
yields without risking the long-term viability of the fund. 

\oJe have assumed that a Hi% rate of return will be 
realized on endowment fund investments. With an average annual 8% inflation 
rate pr')jected for the five-year period of the project, the er:dowment fune: 
should have an estimated 8% real rate of return. As previously stated, 
endowment earnings will -'e used to cover personnel and operating costs, as 
well as for research grants. A more delailed analysis of Fo~ndation financing 
is provided in Section V-F-3 of this document. 

c. Inputs 

1) A.I.D. Resources 

LO~lg-Term Technical Assistance (US3890,000): The 
project will provide a grant to finance both short- and long-term technical 
assistance to the Foundation. A total of 54 person-months of long-term 
technical assistance will be provided by a Senior Scientist specialized in 
horticultural research. The Senior Scientist will assist the Executive 
Director jn the conceptualization and implementati.on of the Foundation's 
research program, and to provide guidance in the operation of a research 
foundation. This individual will have previous experience in the management 
and operation of a foundation or similar organization such as an internationRl 
agricul tural research center. The Senior Scientist will also have extensive 
experience in fruit and vegetable production research and will be responsible 
for developing and carrying out a program in this area that will enable the 
FOllndation to have an early impact on several crops which are currently 
experiencing significant export growth. This person will also provide other 
guidanc-e to the ADF by training staff, assisting in the coordination of 
training activities for local researchers and producers, and will help 
organize and participate in Foundation sponsored technical seminars and 
conferences. 

Short-Term Technical Assistance (3768,000): The AID 
grant will also provide funds for a total of 53 person-rnonths of short-term 
advisors. A total of 37 person-months of tllis short-term technical assistance 
will b£ directed toward designing research trials for specific crops and 
rapidly responding to urgent production problems that present themselves. For 
example, as agribusiresses encounter serious product jon or pest problems which 
cannot be readily resolved, the services of technical experts specialized in 
those particula r problem areas will be available through the Foundation's 
technical assistance contractor, on a short-term, quick-response basis. It is 
expected that the majority of these short-term consultancies will last no more 
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than one or two w·eeks. Requests for LUI!ger term assistance will likely 
involve more direct participation by specialists in designing or supervising 
research, rather than short-term trouble shooting. In those cases, the 
agribusiness would be required to submit a forIOal resecn"ch proposal to the 
Foundation. The ADF Hill provIde til(> services of a research specialist to 

help in the design and monitoring of the proposed trial. 

A totill of 1(, person,llonths of shurt-term technical 
assistance will be provided by i1 specialist in research methods who will 
conduct tHO basic research skills courses simultaneously in-country. In the 
mornings, classes would be offered in research design and controls, and in the 
evening in compuu'r-based statistical analysis, for examplp. lhese courses 
will last 4 months cacll and will be given once a year beginning in the second 
year of the pruject. 

The main sourcef'. of this short-term :1ssistance will 
include local and U.S. universities, international research centers, private 
eompar>" r and consulting firms, as well as knowl(~dgeabl(' individuals. This 
(l.ss-,- .lce to the Foundation and its grantees wi 11 be provided under the AJD 
Di rect Contract method with a til:;k order mechanism as one of its provisions, 
which will tap into tile variolls institutions to supply thc' expertise. 

Commodities (USS132, SOO): A limited am,. mt of 
commodities will be procured under the project fe,r this component. TIlese 
commodities will consist mostly of office equipment, furniture and supplies; 4 
four-wheel drive ve~licles; ilnd micro-computers for word processing, research 
data analysis, and technical information management. 

The Foundation normally will not directly procurE: the 
various agricultural inputs and materials tllat will be used by researchers in 
foundation-financed field trials. 'these commodities will instead 1,(; p\lrchasl2d 
locally in small amounts as nee·cleri by the researchet"s, llsing their grant funds. 

The detailed commodi tics lis t ;s provided in Annex F. 

Training (USS498,600): The project will finance 
short-term technical training for local researchers, and other individuals 
involved in technology development or utilization (i.e. growers). These 
training activities will be conducted in-country, in the U.S. and in other LAC 
countries. A total of 60 participants will receive the two technical courses 
given locally by the university instructor, described above. TIle Foundation's 
contractor will give the courses at one of the universities or research 
centers. The project will also fin,'i!1ce observation/training trips to NTC 
production areas outside of the coun~ry for both local researchers and 
producers to expose them to the latest technology that is in use. An 
estimated 90 particip:lnts will take part in this training. 
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The Foundation will also organize, during the life of 
the project, a total of 4 technical seminars or conferences for researchors 
and producers to facilitate information exchanges and dissemination. It ib 
expected that more than 120 individuals will take part in these events, and 
internatior.a11y recognized experts on specific production problems or 
techno1o~ies will be invited to inform participants of recent breakthroughs or 
possible avenues for investigation. 

The training plan and cost estimates are provided in 
Annex G. 

Foundation Operating Costs ($180,000) and Subgrants 
($96,000): The initial operating costs and research subgrants of the 
Foundation will be financed by AID for a i-1/2-year perlod when endowment 
earnings will be insufficient to cover these costs. The operating expenses 
be financed include person~e1 and field research monitoring costs. A 1imit2d 
number of subgrants for research will be made, to establish the ADF' s preser,.· ... 
in the research community. After this 1-l/2-year pc lad, these expenses uiii 
be entirely funded by earnings from the endowment fund. 

Audits and Evaluation ($79,000): The project will 
finance annual outside audits of the Foundation's operations and its endowm~nt 
fund, and a mid-term evaluation of its management effectiveness and outputs. 

2) Counterpart Resources 

Endowment Fund Capitalization ($6,23~,000): Local 
currency equivalent of $6,233,000 from GODR and local private sector 
contributions will be used to capitalize the Endowment Fund. The GODR will 
provide a total of $5.0 million, to be incrementally funded. The private 
sector contribution will also be provided incrementally during this same 
period, and will total $1,233,000. (S~e Section V-F-2, Foundation Financial 
Analysis). 

Foundation Operating Costs ($624,000) and Subgrants 
($2,373,000): These amounts, totalling $2,997,000, are financed by the 
estimated income from the endowme:l.t fund, which will be applied over the life 
of project to the Foundation's operations and research program. 

E. Cost Estimates, Financial Plan, and Financial Capacity 

1. Overview 

The financial plan for the project is summarized in Tables 1 and 
2 on the following pages. Table 1 distributes the AID and counterpart budgets 
by component and input by year, while Table 2 shows the allocation of AID and 
counte~part resources against major outputs or objectives. The detailed cost 
estimates for the various line items are contained in Annexes for the various 



Table 1 
m:·!NERCL\L FAR~!I:,G SYSTt:1S 

SL,}~\RY CiST ESTn~",TE A~D FI:-;A.NCIAL PLAN (US$OOO) 

YEAR 1 YEAR 2 YEAR YEAR 4 YEAR 5 "ivTAL 
Components/ A.LD. CP A. l. D. CP A. 1. D. CP A. 1. D. CP A. 1. D. CP Equ~va1ent* 

~n£ut5 FX LC LC FX LC LC FX I r -.'--' LC FX LC LC FX LC LC AID Counteq~art 

1. Rural FinancLll 
Services 

A. Long-teo:-o T.A. 93 185 194 ~O·~ 214 890 
s. Short-term T.A. 156 56 163 60 172 61) 195 n. 235 79 921 333 
C. Cowmodities 53 11 53 11 
D. Training 12 64 13 44 12 73 12 54 13 91 62 326 
E. Admin Loan Fund 

Capital 67 78 99 77 64 385 
F. Operating Costs 147 162 178 196 215 898 
G. Audits 30 32 35 38 41 176 
H. Eva 1ua t ion 13 13 
l. Contingencies 17 17 21 20 22 97 I 

J. Bridge Credit Loan 3,333 833 3,333 833 3,334 834 10,000 2,500 w 
N 
I 

314 3,363 1,195 361 3,365 1,194 J 91 3,369 1,271 ~ll 38 419 462 41 471 12,115 4,550 

2.,1.g. Technology 
D.:ve10p:!ent 

A. Long-Term T.A. 93 185 194 2U4 214 890 
B. Short-Ter.n T.A. 6.~ 163 172 180 188 768 
C. Co=odities 105 28 133 
D. Training 27 54 64 54 64 54 63 54 64 498 
E. EndolJl!:ent Fund 

Capital 2,100 2,067 2,066 6,233 
F. Operating Costs 103 77 78 168 182 196 180 624 
G. Research Grants 49 47 258 498 816 801 96 2,373 
H. Audits 10 11 12 12 13 58 
1. Evaluations 12 12 

Subtotal 290 190 2,100 402- ---ygg- :;, ~ 03 420 83 2,732 438 -rs ~ 456 -77- 997 2,635 9,230 

Total 604 3,352 3,295 763 3,564 3,597 811 3,457 4,003 849 113 1,417 918 119 1,468 14,750 13,780 
======= ======= 

* E:'(change Sa' DS51.00=RD$3.00 



Project Outputs 

AID 

Rural Financial Services 

31 Credit Unions Strengthened 
Self-financed CU Association 
BAGRlCOLA Institut. Reforms 
C. Bank Analytical Capacity 
Bridge Credit Loan Fund 

Subtotal 

Ag. Technology Developcent 

Operating Foundation 
15 Ioproved Tech. Packages 
Rapid T.A. Capability 
Improved Local Research Cap. 
Information Di66c~inated 

Subtotal 

70TAL 

Counterpart Agencies 

Rural Financial Services 

CUs strengthened 
Central Bank Analytical 

Capaci ty/Reforms 
Self-Financed CU Association 
BAGRlCOLA Reforms 
Bridge Credit Fund 

Subtotl 

Ag. Technology Development 

Operating Foundation 
Tech. Packages 
Rapid T.A. 
Improved Local Research 
Information Disseminated 

Subtotal 

TOTAL 

Table 2 

OJMMERCIAL FARillNG SYSTEMS FINANCIAL PLAN 
PROJECT I~l'UT / OUTPUT COSTS (USS 000) 

Technical 
Assistance 

1322 
203 

286 

1,811 

222 
935 
267 
234 

1,658 

3,469 

50 

100 
100 

83 

333 

o 

333 

- - - - - - Inputs - - - - - - -

Training 

62 

62 

498 

498 

560 

200 

109 
17 

326 

o 

326 

Comt:lod it ie s 

53 

53 

118 

15 

133 

186 

11 

11 

o 

11 

Capital 

10,000 

10,000 

-0-

10,000 

386 

2,500 

2,886 

6,233 

6,233 

9,11<: 

Operating 
Costs 

Misc. 
Costs 

--0-

276 

276 

276 

299 

299 
200 

99 

897 

208 
208 

208 

189 

189 

70 

70 

259 

97 

97 

2,373 

:,3 7:; 

Total 

1511 
203 

62 
339 

10,000 

12,115 

686 
935 
267 
737. 

15 

2,635 

14,750 

1,033 

410 
409 
199 

2,500 

4,551 

6,441 
2,581 

o 
208 

9,2:!O 

13,780 

I 
I.J.J 
I.J.J 
I 
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components and cost items, and are cited in the summary discussion below. As 
part of each component there is a discussion of the financial management 
capability, vulnerability and audit coverage of the implementing agencies. 

In Table 2 we fillu t1lilt 73/~ uf lilt:! iJrojecl 's gr-ant resources are 
d e d i cat edt 0 t e c h n i cal ass i s tan c e, and 0 f t II iI t, 7 3% ( 0 r $ 2 , 5 2 3 , 000) i s t 0 

support credit union strengthening, improved technology packages and rapid TA 
for production problems. 12% of the grant total is directed Jt training, with 
the largest portion for improving local researchers' skills. 15% of the 
combined grant amount is distributed among commodities, operating costs and 
miscellaneous costs, with the' largest share going to support the new ADF's 
startup costs. 

2 . R u r a 1 F i 11 a n c i i1 1 S (0 r vic f' S 

The total cost of this component is estimated ilt US310,000,000 
loan, US$2,114,()80 in gr<1nt funds dnd local r:Jrrency equivalent to 
US54,550,740 in countc-rpart funding. AID financing wBI be a government-to 
government E"rant to tht: Central Billlk that will be incrementally funded. The 
AID Gr8nt will h(:. ust'd to [in;lnCt' the follot-ling items for the RSN Office: 
Short and long-term t'_'chnieal as;;ist;lnce (see Annex II), vehicles (See Annex 
F), audits, training, and OI1t' mici-lc'rm evaluation (See Section V). The local 
currency counterp8rt: hudget for thl' grant is provided in summary in Table 3, 
below, and in more detail in Annex 1. 

Table 3: Rural Financial Services Counterpart Budget (US$OOO) 

Line Item YEAR 1 YEAH 2 YEAR 3 YEAR 4 YEAR 5 TOTAL 

A. Banking Policy S-T T.A. 55.80 60.70 66.07 72.00 78.76 333.33 
B. Office Equipment, etc. 10.70 10.70 
C. Training 76.67 58.67 89.10 71.89 110.73 407.05 

Credit Union Training 46.67 25.67 52.80 29.04 63.89 218.06 
CU Association Trainlng 2.92 2.92 5.84 
BAGRICDLA Training 1.6.67 18.33 20.17 22 18 24.40 101. 75 
Dissemination, Publica t ions 13.33 14.67 16.13 17./5 19.52 81.40 

1). Administrative Loan Fund 66.67 78.33 99.33 77.33 63.90 385.57 
E. Operating Costs 133.73 147.10 161. 81 178.00 195.80 816.44 

Personnel 69.98 76.98 84.68 93.15 102.46 427.26 
Opera tions 63.75 70.12 77.13 84.85 93.33 389.18 

F. Contingencies 17.18 17.24 20.82 19.96 22.46 97.66 

TOTAL 360.74 362.04 437.13 419.18 471. 64 2050.75 

Exchange Rate US51.00 RD53.00 
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The financial management capacity of the RSH Office in the Central 
Bank has been well established under the Rural Savings Hobilization Project, 
both with respect to msintaining accounts related to operations, as well as 
for the administrative grants and the Stabilization/Reserve fund. The Office 
has personnel who are already trained and experienced in accounting, financl~l 
management, flnancial analysis, banking and business administration. 

The loan to the Central Bank for the Bridge Credit Fund will be (it 
standard terms, incorporating the conditions incorporated in the Agribusiness 
Promotion Fund. FIDE is audited regularly by the local affiliate of Peat) 
Marwick, Mitchell and Co., international CPA firm. The most recent audit 
report shows that FlOE's financial statements fairly represent FIDE's 
financial condition and that the system of internal control, in general, is 
adequate. 

3. Agrtcu 1 tural Technology Dc velopment and Support 

The total cost of this component is estimated at US~2,635,320 
gran t and local currency equivalen t to tUS9 ,230,667 in counterpart funding. 
AID financing will be in the form of a nongovenlmental organizations grant co 
the ADF that will be obligated incrementally. The GODR (or AID under PL 480 
Title I Section 108) will provide a total of US~5.0 million equivalent in 
local currency that will be disbursed over a three-jear period, subject to 
private sector counterpart support for the Foundation that will be equivalent 
in local currency to US~l,233,OOO. An additional LC equivalent of US$2,997,OOO 
will be generated in the endowment fund during LOP and contributed to the 
project. TI1e AID Grant will be used for foundation overhead and operating 
costs during the first 1-1/2 years of the project, to fund initial grant and 
opera~ing expenses, commodity procurement, short and long-term technical 
assistance, training activities, and evaluations and audits. 

Detailed analysis of the ADF's costs and finances are provided 
in Section V-F-3, and in Annex J-3. AID technical assistance is detailed in 
Annex H, commodities in Annex F, and training in Annex G. 

As the ADF is a newly organizing institution, we cannot assess 
its financial management capacity, vulnerability and audit coverage at this 
time. USAID will require that its systems for managing the endowment, 
operational budget, and grants program be evaluated by an acceptable CPA firm 
before making the initial grant disbursement. The ADF's founding statute 
calls for an annual outside audit, and we will assure that this is conducted 
by a reputable firm. 
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F. Methods of Implementation and Financing 

Table 4 provides the summary of methods of implementation and 
financing, and is presented on the following page. Arrangements for each 
component are discussed below. 

1. Rural Financial Services Grant alld Loan 

Technical assistance will be arranged through an AID Direct 
contract with a personal services contractor, and by buying into the S&T 
project entitled Experimental Approaches to Rural Savings (936-5315), which 
has been a useful vehicle for technical assistance under the RSM project, and 
will be the preferred source for both short-term technical assistance to this 
component. The S&T project manager has confirmed by cable the possibility of 
buying into this project, which will continue until December, 1988 (State 
110901,4/14/87). A follow-on project is anticipated, that will offer simila 
opportunities for ordering agreements with universities and firms in the same 
technical areas. Since the project vehicles will be grant financed, 
procurement will be restricted to U.S. source and origin. The preferred means 
of acquisition will be through direct A. 1. D. procurement, due to the lack of 
experience of the RSM with A.I.D. procurement regulations. A.I.D. procured 
the vehicles ullder the RSM Project. TIle vehicle procurement "Itll be carried 
out by obtaining bids from U.S. and local deal~rs of U.S. cars. 

AID will provide direct advance disbursements to the Central 
Bank for the Bridge Credit Fund. Technical liaison and monitoring will be 
provided by the agribusiness promotion staff of the Private Enterprise 
Division at no cost to the Commercial Farming Project. 

3. Agricultural Technology n=velopment and Support 

Technical assistance will be contracted by USAID under a 
competitive bid procedure, for one organization, whether firm or university, 
to provide both the long-term advisors, and rapid-response access to 
short-term specialists from 11 variety of sources. The Regional Contracting 
Officer will wock with the Project Team to prepare a solicitation that will 
encompass an IQC mechanism. The Foundation's Executive Director will actively 
participate in the selection of the contractor. Since the commodities 
(especially vehicles and micro-computers) will be grant financed, procurement 
will be restricted to U.S. source and origin. The preferred means of 
acquisition for those commodities will therefore be direct AID procurement due 
to the limited amount involved and (he probable lack of experience with AID 
procuremen t regulations of the Foundation staff to be hired. Locally 
available furniture, office equipment, and materials will be procured by 
USAID, or provided as grants in aid. 



Type of Assistance 
1. \Rural Financial Services 

A. Long-Term TA 
B. Short-Term TA 
C. Vehicles 
D. Training 
E. Audits 
F. Evaluation 
~. Bridge Credit Loan 
SUBTOTAL 

2. Ag. Tech. Devl. & Support 
A. Technical Assistance 
B. Commodities 

Vehicles 
Computers 
Off. Equipment 
Off. /Furni ture 

D. Training 
In-Coun try 
Overseas 
Conferences 

E. Operating Costs 
F. Research Grants 
H. Audits 
1. Evaluation 
SUBTOTAL 

TOTAL 

* May be profit or non-profit 

Table 4 
HETOODS OF IHPLEMENTATION AND FINANCING 

(AID Input s) 

Implementation 
Hethod 

AID Direct PSC 
AID Direct Buy-In S&T/RD 
AID Direct P.O. 
Direct Placement/USAID 
AID Direct Contract/Profit 
AID Direct Contract/Profit 
ICI 

AID Direct Contract* 

AID Direct P.O. 
AID Direc t P.O. - GSA Sched. 
AID Direct P.O. - GSA Sched. 
Grant in aid or H.C. Proc. 

H.C. Contract 
Direct Placement/USAID 
H.C. Contract 
H.C. Contract 
H.C. Contract 
AID Direct Contract/Profit 
AID Direct Contract/Profit 

Financing 
Nethod 

Direct Pay 
Direc t Pay 
Di rect Pay 
Direct Pay 
Direct Pay 
Direct Pay 
Direct Pay 

Direct Reimbursement 

Di rect Pay 
Direc t Pay 
Direct Pay 
N/A or Direct Reimb. 

Direct Reimbursement 
Direct Pay 
Direct Reimbursement 
Direct Reimbursement 
Direct Reimbursement 
Direct Pay 
Direct Pay 

Cost (U53000) 

890.00 
921. 00 

53.00 
62.00 

17 6.00 
13.00 

10,000.00 
12,115.00 

1,658.00 
133.00 

70.00 I 

25.00 \..J 
-....J 

10.00 I 

2B.00 
49B.00 

249.00 
243.00 

6.00 
lBO.OO 
96.00 
5B.00 
12.00 

2,635.00 

14,750.00 
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IV IMPLEMENTATION PLANS 

A. USAID and Counterpart Nanagement 

Management of the grant for the RSF com?onent will be the 
responsibil ity 0 f the Rura 1 Savings Nobilization Office in the Central Bank, 
headed by a National Coordinator. This office will maintain its current 
status, which has demonstrated its strong technical and administrative skills 
and flexibility. Staff continuity is also desirable, in order to take 

advdnri1£p of skills, contacts, and experience accumulaced during 
implementat~on of the RSH projL·ct. The office will expand its staff, to allow 
it to provide di:-ect technical ;]ssistance to il growing number of CUs. 

The Agriculture and Rural Deve10pmer.t Division, with support from 
Sector Team members, will carry out the implementation responsibilities within 
USAID. 

The Bridge Credit Fund will be managed by FIDE, in collaboration with 
the PFIs. \.Jithin US.AID, implementation and monitoring responsibility will be 
in the Private Enterprise Division, whjch has a working relationship with the 
Central Be'lnk for the Agribusiness Promotion Project. 

The Agr i eul tural Technology Component will be managed by 
the Agricultural Development: Foundation's Executive Director, who will be 
selected by the Board of 01 rectors and charged wi th overseeing the daily 
operations of the Foundation ilnd the various project activities to be carried 
out by the staff and contract technical advisors. He or she will coordinat.e 
tbese activities closely with the USAID project officer. 

The Agriculture and Rural Development Division will carry out the 
implementaticn responsibilities within USAID. Aiditional Nission support will 
be provided by other USAID offices as appropriate (e .g. Capital Resources 
Development Office, ~fanagement Office, and Office of the Controller). 

B. Implementation Targets 

Figure 3 on the following pages presents an overall implementation 
and expenditure plan, which shows when principal outputs will be achieved and 
when the major inputs will be in place. The plan will be the basis for 
further detailed annual plans to be prepared jointly with the implementing 
agencies, technical advisors, and USAID staff. 

C. Reporting, Monitoring and Evaluation 

Each component will have a separate reporting system. In the case of 
the RFS and the Bridge Loan, the existing reporting systems used for Rural 
Savings and Agribusiness will be reviewed befcre Implementation Letters are 
issued, to assure that those systems meet AID's requirements under the 
Commercial Farming Systems project. 

i 
\Q'l 



Figure 3 

COMMERCIAL FARMING SYSTEMS - Summary Implementation Plan 

YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 

Rural Financial Services 

PURPOSE/OUTPUTS 

Credit Unions 

Hobilizing savings/lending (No.) 8 15 19 25 31 

JOLling CU Assn. 4 5 6 6 6 

Bagricola Management 

Consolidated X 

Credit Union Assn. 

Organized X 

Trained/managing funds X 

RSH Unit Phased out X W 
\0 

Bridge Credit Lines 
disbursed to PFIs 

($ !1lillion value) 2.0 5.0 3.0 

KEY INPUTS-RFS 

Long-term advisor 

Start Selection (month) 7 

Sign Contract (month) 9 

At post (month) 11 

Commitment ($000) 400 490 

Expenditure level ($000) 93 185 194 204 214 



Short-term services 

Amend Coop Agreement (month) 

Policy Advisor (number visits) 

Banking/finance Advisor/ 
trainers (number visits) 

Expend. Level ($000) 

Procure Vehicles 

Start pro/c (month) 

Recei ve vehicles 

Commitment ($000) 

Expenditure ($000) 

Disburse Bridge Fund ($ million) 

~onduct Audits (number entities) 

Expend. ($000) 

Conduct mid-term evaluation 

Expend. ($000) 

TOTAL EXPENDITURES RFS 

Agricultural Technology 

Development 

PURPOSE/OUTPUTS 

Organize Foundation 

Board/Committees (month) 

Staff in place 

Financial/Grant 
System in place 

COMMERCIAL 

YEAR 

7 

8 

4 

156 

6 

9 

53 

53 

5.0 

7 

9 

10 

1 

FARMING 

Page 2 

SYSTENS - Summary Implementation Plan 

YEAR 2 YEAR 3 YEAR 4 YEAR 5 

8 8 8 

4 4 4 

163 172 195 236 

5.0 

3 3 3 !~ 
~ 
0 

42 45 45 44 

X 

13 



COMMERCIAL FARMING SYSTEMS - Summary Implementation Plan 

YEAR 1 
Information Center ope.ating (mo.) 

Research Program Approved (month) 10 

Research Grants Approved ($000 value) 49 

Quick Response system operating 

Technology packages disseminated 

Persons trained 

In-country (No.) 

Participants leave (No.) 

KEY INPUTS - ATD 

Technical Assistance 

Start Selection (month) 

Sign Contract 

At post 

Commitment ($000) 

Start ST services (month) 

Expend. level ($000) 

Endowment Fund 

Tranche amount ($000) 

10 

6 

10 

11 

700 

158 

(2100) 

YEAR 2 
3 

6 

305 

X - - - - - -

15 

20 

1,000 

1 

348 

(2067) 

YEAR 3 

6 

498 

X - -

15 

20 

366 

(2066) 

YEAR 4 

6 

816 

15 

20 

384 

Page 3 

YEAR 5 

6 

801 

15 

20 

402 



Page 4 

a:x-MER:IAL FARMING SYSrEM - Summary Implementation Plan 

YE.r..R 1 YFAR. 2 YFAR 3 YEAR 4 YEAR 5 
raining Events (number) 

In-country 1 4 4 4 4 

Participants 1 1 1 1 

Commit. ($000) 243 

Expeoo. ($000) 27 118 118 118 

JIttrOCrlities 

Vehicle - start (month) 7 

Vehicle - Arrive (month) 11 

Computer - Start (month) 7 I 
.po.. 
N 

Computer - Arrive (month) 11 
I 

Office Eqt/Furn start (mont.h) 7 -
Office Eqt/Furn deliver (month) 9 

CoIIF.1it. ($OOO) 105 

Experrl. ($000) 105 

:mduct Audit 1 1 1 1 1 

Joouct mid-term evaluation X 

Expend. ($000» 10 11 24 13 14 

::n'AL EXPENDITURES ATD 300 447 508 515 534 

)rAL pRQJECr 
<P&"IDITURES 5,602 5,867 932 959 928 
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The Agricultural Technology reporting will be geared to the ADF'.; 
work plan, to be updated annually, w1th reports submitted on a quarterly busi3 
once full operations have comnlencecl. 

These reports, along with field visits to the target areas, to 
research centers and CUs, will be the basis for monitoring. 

We expect to do a midterm evaluation of each component, to look at 
management and organizational issues. An impact evaluation may be carried out 
as part of a broader sectoral analysis of USAID's efforts in a number of 
related projects aim~d at improving the quality and quantity of 
non-traditional exports and strengthening the commercial farming/agribusiness 
system to raise rural inco~es. 

D. Negotiation Status~ Conditions, and Covenants 

1. ~ummary 

Negotiations with the various institutions that will carry oul 
the projec t ere well advanced. The Central Bank is already working closely 
with USAID on the RSM and Agribusiness Promotion projects, and key Bank staff 
understand the linkages between this project and ongoing efforts. The CNHE~s 
representatives have been working closely with us on approaches to meeting (he 
need for agricultural technology for more than two years, and have completed 
the process of chartering the ADF. The founding firms are committed to 
providing both policy and financial support. 

Annex K, The Draft Project Authorization, specifies the 
conditions and covenants in more detail. In addition to the standard 
provisions and conditions precedent, the following project-specific condi tions 
and covenants will be incorporated in agreements. 

2. Rural Financial Services 

Conditions Precedent to First Disbursement (RFS Grant) 

The Central Bank .11 provide evidence that the equipment and 
vehicles tha t have been funded by AID for the Rural Savings Mobilization 
Project have been assigned for use by the RFS component. Any balance of local 
currency funds will also be included. 

The Central Bank will submit for AID's approval its procedures 
and financia 1 control s/audi t plans for the Adn;inis trati ve Loan Fund I the 
Stabilization/Reserve Fund, and its procedures for overseeing the Bridge 
Cred i t Fund. 

The Ce'.ltral BanI<.. will submit for AID's approval its first annual 
implementation plan for tile P.::iF component, includi.ng identified CUs to be 
trained and ~dvised; plans for working with the BAGRICOLA, policy studies to 
be carrie~ out, and initial steps to organize a credit union association. 



-44-

Conditions Precedent to First Disbursement (Loan) 

The Central Bank will submit for AID's approval its operational 
guidelines and contracts with the PFls to be applied to the use of AID funds 
for the Bridge Credit Fund, essentially a reaffirmation of those established 
for the Agribusiness Loan Fmld) wi th the added proviso tha t these funds will 
be on-lent only for agrihutd.ness ventures that use small/medium-·scale 
outgrowers for significant portions of their production. 

Covenants (Loan) 

These will be the same as those established for the Agribusiness 
Promotion Project, i.e. consultations regarding interest rates to be charged, 
and periodic meetings with other participating institutions to review project 
progress. 

3. Agr icul tural Technology Development 

Conditions Precedent to First Disbursement (Grant) 

The ADF will provide evidence that it has been legally 
incorporated, that the Board of Directors and its operating committees have 
been named, arId that a fulltime Executive Director and financial manager have 
been appointed. 

The ADF will provide evidence that the Endowment Fund has been 
established with an agreed contribution by members of the Foundation, and that 
arrangements ~atisfactory to AID have been made with the Technical Secretariat 
of the Preside,.~y for the counterpart contribution. 

The ADF will submit for AID's approval its plans for management 
and control/audi t of the Endowment Fund, and certification by a CPA acceptable 
to AID that it has established an appropriate financial management system for 
the AID funds. 

Condi tions Precede;!'i:: to Di sbursement for Research Grants 

The ADF will submit for AID's approval its first research 
program. 

The ADF will submit for AID's approval its operational 
procedures for making and supervising research grants. 

''-\i I " 
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V. PROJECT Al'JAL'iSt:S AND SUMMARlf.S 

A. Introduction 

This section provides the summary analyses. These are generally 
summaries of more lengtny studies prepared during p ... oject development. Annex 
J provides more detailed discussion of economic and financial assessments. In 
most instances the analyses are component-specific, as each was the subject of 
one or more studies. 

B. Technical Analyses 

1. ~Iral Fi~ancial Services 

a. Provision of Rural Financial Services 

Despite sustained growth of financial intermediation, the 
country's rural population has enjoyed very limited access to financial 
service:::. Fewer than 10 percent of all farmers have been reached, 
sporadically, by the Agricultural Bank, while the proportion of farm and 
non-farm rural households with access to permanent and reliable bank credit 
lines or tc deposit services has been smaller still. This situation 
reflects: (1) the nigh transaction costs for banking institutions of 
providing these services to a disperse clientele of small borrowers and 
depositors; (2) th~ high risks associated with financing agriculture, in 
general, and of lending to a heterogenRous population of small farmers, in 
particular; and (3) banKing policies, regulations, and practices which have 
reduced tne operating margins of financial institutions. These factors also 
while impose additional transaction costs on them, and restricte the types of 
ioans and deposit instruments allowed to each class of institution. 

Rigid intervention has included interest-rate controls, 
high and cumbersome reserve requirements, selective credit controls, and 
restrictions on entry to and competition in financial markets under Central 
Bank regulation. Extreme specialization has further segmented markets in 
non-economic ways. The resulting credit rationing and loan fragmentation, 
coupled with complex procedures, expensive for both lenders and borrowers, 
have made operations in the rural areas unattractive. The brea!{-even point 
for a commercial bank branch of RD$1.3 million (US$430,000) in deposits makes 
servicin~ many rural areas unprofitable. 

One result has been a major concentration in Santo Domingo 
and Santiago of the banking infrastructure, deposits mobilized, and credit 
flows. While almost 50 percent of all commercial bank branches are scattered 
throughout the rest of the country, only 18 percent of all commercial bank 
deposits (checking, savings and term accounts) have been mobilized and only 10 
percent of all credit has been gra~ted outside the two major cities. The 
dynamic non-regulated market, which represents 30 percent of all financial 
activity, is highly concentrated in these two major urban centers as well. 
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Rur~ informal credit sources (money lenders), on the other hand, charge 10-20 
percent per montn (120-240 percent per year) on loans and provide no savings 
deposit services, to capture local resources for on-lending to small rural 
borrowers. 

The pilot Rural Sav in~s ~lobili7ation Project has 
demonstrated that the factors constraining the provision of financial services 
to the rural population can be effectively addressed, particularly in the most 
remote rural areas where no banking services have been available. With regard 
to the high transaction costs associated with providing financial services to 
a dispersed clientele, the [\;;:'1 Project has shown that the~~e costs can be and 
were lowered for the BAGRICOLA by spreading overllead costs from its lending 
asctivities to also include savings mobilization activities. [n addition, the 
four credit unions that were ,3trengthcned under the RSN Project demonstrated 
the feasitllity of raising interest rates to theIr borrowers to help offset 
the hi6her transaction costo; associated l.Jith deiive::"in;j financial services in 
the rural areas while at tile same time still attracting Gubstantial numbers of 
borrowers. While market interest LJtes \.Jere c.llarged to iJorro\.Jers, tile 
BAGRICOLA and tne credit unions attracted over 40,000 and 6,000 rural 
depositors respectively, Jespite the relatively low interest rate paid to 
depositors. 111e RSi! project therefore demonstrated that thruugh d combination 
of spreaJin~ overllead costs to more than one findllcial serlJiu! and adjusting 
interest rates to reflect actuill costs, high transactlon costs in the rural 
areas can be lllill1clseJ effectively. 

The l{S;'! project also demonstrated that, by being closer to 
and ~ilowing better tile rural cl::'entele it serves, rural financial institucions 
can reduce the hi~her risks involved in financing agricultural activities and 
in lending to a ilCterogeneolls population. While lending activities increased 
at the BAGRICOLA Ind the credit unions, due primarily to increased 
availability from savings mobilization activities, loan delinquency ratios 
were dramatically reduced. This stron~ly sug6ests that the model developed by 
the RSN project reduces the risks associated with rural lending activities. 

With regard to the limitations caused by banking policies 
nnd regulations, which have ne~atively affected the provision of rural 
financial services, the RSM project was able to obtain some reforms that 
alleviated the restrictions on the operating margins and types of loans and 
deposit instruments allowed in rural areas. These changes demonstrate that 
policy and regulation reforms can be obtained, that additionsl reforms are 
possible, and that the financial institutions involved in the project could 
effectively operate within the modified banking policy and regulatory 
environment. 

The RSM moJel, which will be employed in the proposed 
Project, effectively addressed the problem of high transaction costs, reduced 
the riSK of providing financial services to a rural population, and improved 
toe policy environment within which the rural financial institutions must 

1 
/'-:J 
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work. Based on the positive results and experience gained in the RSM pr~ject. 
the project development team believes that the Rural Financial Services 
component of the proposed project is technically feasible. 

b. Banking Technologies for Credit Unions 

Despite the fra~ility of CUs in most developing countries, 
the RSM project developed a technical assistance package that resulted in the 
successful turnaround of 4 CUs. This pac~age includes: (1) a better 
understanding of the role of a credit union as an interQediary between savers 
and borrow~rs dnd the implications for interest-rate and surplus policies; (2) 
proficiency in basic accounting and allocation of accountability; (3) 
financial management skills, including asset and liquidity management, loan 
risk analysis, portfolio diversification, loan reco\ery, liability management 
dnd bank.in~ relationships, alld l)ricing of financial products; (4) si<ills in 
information management, interpretation of economic and financial data, 
strategic planning and decision-making; and (5) marketing skills for the 
expansion of financial services. 

In order to upgrade their physical installations and to 
cover the initial costs of new staff (manager, accountant, cashier), CUs need 
additional casll flow while activity expansion generates sufficient revenues to 
cover these stdrtup costs. To meet this need, the administrative grant 
activity stdcted under the RSH Project will be expanded, and converted to an 
Administrative Loan Fund. 

Despite limited portfolio diversification, geographic 
concentration and seasonal cash-flow patterns increase lending and liquidity 
risks for CUs. Sudden and frequent deposit withdrawals in the early stages of 
the mobilization effort sometimes reflect the desire of new depOSitors to test 
the ability of the credit union to return thp funds deposited, given the 
absence of formal deposit insurance. To assist CUs to face temporary liquidity 
problems, tile RSM Project team devised the Stabilization/Reserve Fund, which 
has been an important resource to the pilot CUs, and will be expanded as well. 

c. Bridge Credit Fl.nd 

This summary covers both the demand for and technical and 
financial aspects of the Bridge Credit Fund component. 

Demand Assessment 

A demand analysis for the ongoing Agribusiness Promotion 
Project (517-0186) was conducted in 1985 by surveying a subatantial number of 
existin~ non-traditional agribusinesses. The analysis concluded that by 
mid-1988 the demand for long-term capital would be at least US$126 million. 
Hore recently, the In ter-American Development Bank I s loan appraisal for their 
Agroindustrial Credit Project (DR-01l4) established the demand for all types 
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of credits to the agroindustrial sector tu be US$200 million. This demand 
estimate, together with the demand of US$50 million which has already been met 
under the AID Agribusiness Promotion Project, lndicates a total demand of 
US5250 million for long, short and medium-terlD credit in the sector. The new 
lOB loan to the agribusiness sector will be US$120 million while the ongoing 
AID agribusiness loan tOLals approximately US$50 million, including 
counterpart monies, for a total of US~170 million. Using the demand figure of 
US$250 million cited above, this leaves a deficit in all types of credit 
available to the agribusiness sector of approximately US$80 million. 

Exp(>riene:e with the existing AID Al!,ribusiness Loan 
indicates tnat disbursements of this loan are running well ahead of 
projections, indicatinb continuin~ stronJ demand. As stated above, the 
experience gained thus far from the ongoin~ Agribusiness loan fund indicates 
that the demand for Bridge Credits has been approximately 18% of total loans 
approved under that project. Howe~er, the project team believes that a Bridge 
Credit demand fact0r of 18% is conservative because the Agribi.;.<;iness loan 
fund's principal goal was to provide long-term credies while shalt-term bridge 
credit loans were held down. The team ttwrefore estimates the real demand for 
8ridge Credit to be between 24% and 30% of the projected deficit of US$80 
millio~. This provides a range in demand of between US$19.2 million and US$24 
million for this type of credit. Therefore, the team concludes that there 
should be a strong demand for the $10 million to be provided by the Bridge 
Credi t Fund. 

Technical Aspects of FIDE Bridge Credit Loan Fund 

The terms and condit ions under \.hich the Br idge Credit 
fund will function will be nearly the same as those for the existing 
Agribusiness Loan fund. As Witll that fund, the bridge fund will be created by 
a loan from AID for US$lO m~llion Eor a term of 25 years. The Central Bank 
will manage this loan through FlOE, an internal division of the bank. FIDE in 
turn will on-lend the fund to participating financial institutions (PFls). 
All commercial risk '..;rill be borne by the PFls themselves. The terms, 
conditions and covenants for this loan will, with the minor exception of the 
end-user target, be tile same as tile successful agribusiness loan fund model. 
On the basis of prior experience with that model, the team believes that the 
Bridge Credit Fund will be successfully administered by FIDE. 

The following materials describe the major characteristics 
of the Dridge fund's technical and financial structure: 

Interest rate policy: Because of the uncertainties 
related to inflation in the D.R., we have agreed that interest rates in this 
pro,sram should be adjusted periodically to reflect upward or dmolnward 
pressures. This adjus tmen t will be based uporl Monetary Board resolutions, 
keeping in mind that the end user should pay a positive real interest rate. 

/ ~ 

--y 



Currently, effective interest rates charged to end 
borrowers range from about 14% to 211% in the regulated banking system. Thes2 
rates include Ule interest itself plus fees, commissions and closing costs. 
The low end represents loans frolll FIDt: [U.1JS to firms located in the Haitia:l 
border area. At the upper end are rates charged to borrowers from the PFIs' 
own resources. In the middle, clients are bo~rowing from FIDE at l5% (FIDE 
makes loans to PFls at 10%, which when combined wil:h a spread of 5%, equals 
15%). Tile five percel1Uge point spread has proven sufficientely attractive t.) 

motivc!te and sustain bank participation in their tYfle of program, while it ~s 

not: so hiGn as Ll.\ provide the bank" with (~Xct~ssive pr~'fits. 

We Ilave scructured tht~ lntl~rest rate policy for this loan 
to be consistent with Agency policy dnJ to be reflective of country 
conditions, including a variety of factors such as the currently high versus 
histor ical low rates of inflation in tile D. K., the risk of agribusiness 
projects and their normally low to moderate returns on investment, a business 
dnd banKin~ community that is inexperienced in non-traditional export 
pr0jects, tlle heretofore low cost of FIDE funds, and the competitive 
d isaJvantage of development banKs -- wh iCl1 are the pr inc! pal source of this 
type of financing. The team believes that the proposed interest rate 
structure is both realistic and fair and, tnerefore, proposes a 15 percent 
end-user rate. ;l 5 perc(:'nt margin and a cost of funds of 10 percent for the 
P FIs. 

Sub loan Term: TIle or iginal Agribusiness Loan fund model 
of a 12-year line 0 f credit from FIDE to the PFIs will be employed. This term 
is equal to the luaxLnulll term <lVailab12 to the PF Is' clients. Un] ike other 
F IDE credit mechanisms, under tlte Bridge Credi t fund (as in the case of the 
Agribusiness loan fund), the PFls will be aUot.,red to retain recuperations for 
relending for similar purposes to qualified sub-project borrowers, thus 
establishing a new specialized line of credit facility within the PFI's. 

Risk/Rewa~d on Bridge Credit Loans: TIle bridge credit 
mechanism is used by agribusinesses and outgrowers for both high-risk expo~t 
crops, SUdl as melons, and to produce foods for the UoJlinican market, 
including rice and tomatoes. The Agribusiness Loan allocated approximately 18 
percent of its recourses for short-term working capital credits, although a 
number of firms have taken medium-term (three year) loans, and used them for 
crop-cycle credits to their farmer-suppliers. In ::his situation, the 
agroenterprise (which might be a fruit packer or a rice mill) takes the risk 
with the farmers, ~dministers the credit act~vity, and relieves the banking 
comlTlunity of tnis risk and high transaction costs. This spreading of risk 
seems to be working to the satisfaction of all parties involved. As the 
Agribusiness lO.:lll had a built-in prefp.rence for long-term, capital investment 
loans, the ~ridge Credit Fund will meet an apparent need, with positive 
benefits for the sector. 
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In conclusion, the Bridge Credit Fund will be meeting a real 
denan'. It will be admi!listered through an existing system that has proven 
effective, and the balance of risk and reward is apparently positive, 
suggesting that this Fund will have a life tnat extends well past the 
termination of ttle Project. 

2. Agricultural .:.r'echno~ogy Development dnd Support 

a. Demand for Improved Technology 

while a precise determination of the local demand for 
improved NTC production technology has not heen made, several factors suggest 
that this demiwd will grow in the near term. 

The variety and amount of non-traditional agricultural 
products presently bein6 exported from tile Dt{ exceed 150 different products 
and range from miniscule amount~ to large volumes. Exports of these 
commodities are i'1creasing as indicJted by the fact that during the last five 
years the total volumes increased 20 percent, while the dollar values of NTC 
exports have incr-eased over 30 percent. The opportunity for research aad 
technology development in an atmosphere where so many commodities are being 
inr.reasingly exported is great. Nany of these commodities have not yet 
reached their potential in terms of the U.S. market. 

Secondly, public sector researchers, who constitute the 
major portion of the Dominican research system, have concentrated their 
efforts on basic grains, domestic food crops, and traditional crops. Very 
little research is being conducted on export-oriented NTCs. 

Lastly, a comp,lrison between actuill yields in the U.S. and 
tne D.R. for several NTCs, suggests that considerable increases in yields can 
be obtained if the required research were conducterl. For example the yield 
data for four selected NTCs, presented in the following table, averages 50% 
lower than "goou" U.S. yields~ 

CROP 

Cantaloupe 
Eggplant 
Dr y Onion 
Peppers 

AVERAGE 

YIELDS POUNDS PER HECTARE 

DR US 

14,820 49,400 
48,10C 61,800 
24,050 98,800 
32,000 49,400 

29,742 64,850 

%DIF 

70.0 
22.2 
75.7 
35.2 

50.8 

On the basis of these figures, significant increases in 
production for many of the NTCs already being produced in the DR should be 
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attainable over the short and medium term. Most of the research that will b~ 

required will probably be focused on adaptive work, such as variety trials, 
soil nutrition studies, and the testing of improved pest control measures. 

The unrealized market potenti.al of many NTC's, the 
relatively limiled availability of locally generated and adapted NTC 
production technolo~y, dnd the high potential for NTC yield increases are 
factors Wili.::h suggest that considerable demand exifJts for the NTC technology 
that the founJation will assist in developing. 

Only a Limited amount" of NTC production technology is 
being developed ill the DR. As a rule, agribusinesses utilize production 
technology developed in otiwr countrie::> \.Jithouc subjecting it to much 
modification. Problems arising from inddequate adaptation of this technology, 
because it was devl~loped under different grO\vinci conditions, is one of the 
principal rea~ons for poor yields. 

Many NIC producers and exporters are too small to be able 
to afford the services of an expatriate technician specialized in their 
particular production problem or crop. This means that many local producers 
eitner have to Learn to live with the problam and its subsequent low yields by 
planting inc.reased acreage, or they mus l snift production to other crops. 

Producers and expcrters of non-traditional products in the 
Dt{ need an organiza lion that is a reliable source of te(!hnical information and 
assistance responsive to their specialized needs. The Foundation will not 
only support the generation of NTC technology adapted to these specialized 
needs, but wilL also make U3e of ~oth local and international technical 
resources to provide timely information and assistance. 

C. Institutional Analyses 

1. Overv iew 

USAID's analysis of factors affecting the commercial farming 
system sought to identify those that had the potential to be rapidly and 
effectively improved so as to increase production. No one institution in the 
Dominican Republic touches on all of the factors. Therefore, we tapped into 
the experience and knowledge of several public and private entities, and as we 
narrowed the focus to a short list of constraints appropriate for us to work 
on, our institutional analysis ~as develo~ed by component, which is how it is 
presented below. 

2. Rural Financial Services 

A number of institutional alternatives were considered for the 
promotion of base-level rural financial services: (a) expansion of commercial 
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and development bank branches into the rural areas; (b) promotion of existing, 
"Casas de P::-estamo de Henor Cuant[a" (small loan houses) or the creation of 
small inuependel1L rural b.1nks; (c) utilization of existing second-level 
cooperative federations as institutional channels to develop and strengthen 
base-level CUs; and (d) utilization of the current Central Bank institutional 
arrangements, to promote based-level financial retail organizations, 
preferentially CUs. 

a) Commercial/Development Ban[( Expansioll 

Gustavo Gomez' report found tlldt de~;pile reduced capital 
and ~eserve requiremellts [or comm~rcial/deveJopmenl bank branches, these 
institutions still target ~1ients base who are relatively Large depositors and 
borrowers. In the case of development banks, restrictions on their 
instruments for funds mobilization and concentration on medium and long-term 
lending limi t their ab! lit.y to act ;\5 base-level f inal1cial institutions. 
Commercial bctn,(s do prav ide bridcie-iC);ln f il1anc ing tor agr i.cultura 1 production 
and have extended lin25 of credit to some RSM project CUs. They offer deposit 
facilitle:, In Larber to,.JI1~" and ;lre excellellt conduits for ilbrihusiness loans 
directly to companies. However, tile lack of profitability of providing 
base-level rural flnallcia L serv ices I!; di f f icutt to ove.rc.ollle for these 
urban-based, centralized intermediaries. 

tJ) Ca s :1 .. ; de P l"(~S taIllos de t'le no r Cuan t fa 

The Project Team also explored the ~!ternative of 
utilizing existing lending institutions such as pawnsho~-type operations 
(casas de prestamos de menor cuantlil and informal moneylenders) as possible 
candidates to develop into full-service rural savings and lending 
institutions. Tllis alternative was rejected for the following reasons: (1) 
legal restrictions and sole ownership considerations made their selection less 
desirable than other alternatives already identified (CUs); (2) given the 
present efforts on the part of the Central B.1I1k to regulate these entities, 
their inclusion in this project was 1ll2de more difficult; and (3) by offering 
savings ~ervlces they too would require assistance in developing accounting 
systems and financial management techniques. They would need just as much 
tr a ining and ad v is or y 11e l p as the CUs. 

c) ~orking with Existing Second-Level Cooperative Institutions 

This alternative was carefully anal)~ed by the Project 
team in three separate reports carried out by financial and credit union 
experts. The Dominican Confederation of Cooperatives (CODOCOOP) and the 
Federation of Multiple Service and Savings/Loan Cooperatives (FEDOCOOP) seemed 
likely candidates. The Mission llad provided local-currency financing to the 
former and the latter had received assistance from the lOB through COLAC. 
Unfortunately, in-depth financial analyses of these institutions revealed them 
to be near bankruptcy due to past lending policies and now unrecoverable loans 
and to a poor management record. IE project resources were channeled to these 
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institutions, they could easily be immobilized by legal proceedings by 
creditors of these institutions. Project funds may then be lost in bailing 
them out or in satisfying pre-existing creditors or wasted in supporting an 
overstaffed operation vulnerable to political intrusions. In addition, 
cooperatives no longer contribu~e to these organizations, because they did ,jut 

provide the Lechnical assistance or liquidity Iaanagement services that 
cooperatives need. Our analysis showed a Lack of a strong business mentality 
within t'ne second-level organizations, coupll:d witn largely unrecoverable l"dn 
portfolios. Moreover, theLr leadership has resisted the policies of the RS~ 
project pilot effort. We concluded that a program to expand base level 
financial institutions would nave to utilize most of its resources to 
resuscitate moribund or l;dIliz,llions before focusing on the base-level 
organizations. Tne team decided that tlle bottom-up strategy Iltilized in the 
R~M project was still advisable. 

This is not to imply tnat other second-level organizatioo~ 
could not be valuable and necessary conduits for technical assistance and as 
liquidity management en ti ties. Ra ther, we concluded that a different s trateg), 
and ap~roach is n~eded to provide the services that base-level institutions 
would require from a second-level organization, and be even more cost 
ef fective. 

d) The Central HanK 

The selection of the Central Bank as the major 
implementing entity for the CU activities under the rural financial markets 
component has several advdnta~es, for the following reasons: 

1) It is a known entity which has provided leadership and 
effective management of the pilot RSM project activities 
with the CUs and th~ Agricultural Bank. 

2) The Bank reco~nends bdnkin~ policy and procedural changes 
to the Nonetary Board. Tr,e RSM project has helped :':0 open 
the way for USAID's policy dialogue agendas on 
interest-rate policy and the li~eralization of savings 
instruments to promote savings mobilization in the 
Agricultural Bank. Policy assistance and related studies 
continue to be critical elements in improving the 
operation of rural financial markets. 

3) The Bank can channel local currency resources through its 
credit window to CUs dnd commercial banks, and can expand 
the operation of its liluidity man~gement (reserve fund), 
which currently operates under the RSM project. 

4) The RSM office has been an effective mechanism for 
integrating the diverse and complex components of the RSM 
project. Its expertLse and experience may be usefully 
employed by the new project. 
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The Rural Savi.ngs Hobilization office is attached to the 
Finance Department of the Central Hank, which is responsible for carrying out 
financial and feasihility ;wRlYSt':; of financial instit"lItiolls, and research on 
monetary policy and audits of financial insti.tutions. 

The principal dis;IJv<lntage ot using the Central Bank 8S an 
implementing agency is Uli1t it is IwL normally a technical assistance entity 
fer promoting eitlwr eus or uther financial institution:.>. The RSH project, 
however, showed that the oUieL' l.JilS capabJe at impll~menting tid', program 
successfully and to the ,ldvantilge of all part ics involved. 

e. CenL ra 1 Bank/ F WE 

USAIU's Pn,jel:L UCVt.'lOPIlH'llt Team considered a number of 
options to meet the cvid[~nt imlliL'dLltc need tor incrt~ased liquidity in the 
agricultul-e-orient • .:d b'\llking Sy~;tCUl, dlHl it number or' institutional channels 
through which to provl(k it. TIlC':;l' included Cildllllclltng aduitiolla.i funds to 
the BAGRIC()LA, ur tlt:-nugtl L1lf' cred i L Ililiun U1" cooperative structure. While 
these lIlay remain optinw; for il futllrl' project, OJ' an (~xpallsi()Il of this one, 
for rea.sol1s disl:u~,sed iibove, I,ll' COilclllded Ulal IIl'W crl'dil would not reach the 
small to Illcd iUln scale fannin;.; 'll'gmenL !',lSt L'llOugh to lwve notahle impact. \.Je 
concluded that auuing fUlllis t" ~ltl' Agribusiness Promotion Project mecbaniblll in 
FIDE wou.Ld be thL oesl cItJict~, ,inei I:liill Lids sitould be uone via a new loan 
restricted to outgrow('r-based finn;;. 

The FLUE 1I11~cllilnism hi!!; provell eftecUve to date, although 
FLOE cOlltinul~S to conduct duplicat1.vl~ analysis and reviews of work done by the 
?PJs, I.hicl! h:J.ve the luLL commerciaL risk. The automatic disbursement system 
has not worked as smoothly as desired, particularly when it appears to 
conflict ~,.Jitlt other <l'ipects of the Central Baok/Honetary Board policies 
regarding control uf the exchange rate, mon(;y in circulation, dnd servicing of 
debt.. Nevertheless, till! PFls i!re showing increased ability to assess the 
feasibility of projects presenteLi to them, skiLls I'lhicil are being strengthened 
by training programs .rinanced by the Agribusiness Promotion Grant. USAID 
expects that a~~ Lll1S skill is deillonstrated to FlUE, and through continuous 
efforts by our projecc advisors Ivitl! the Bank, that the rate of approvals and 
disbursements that regulate the flow of fund!; to the PFls for sound project 
will accelerate. This 1.s a continuing matter for both staff activity and 
policy dialogue wi t:l the Bank and the Board. 

U3AID currently supports other projects with the Central 
Bank, including the S~all Industry Program, Kural Savings and Mobilizations 
and the AgriLusin0.ss Promotion Project. In addition, the World Bank and the 
lOB currently have industrial/agricultural rrograms with the Central Hank. 
The Central Balik has Illany years of experience with donor agencies in managing 
specific eredits directed through LIte country's private commercial and 
development banks. Although the1.r procedures at times have been cumbersome, 
the Central Bank has always proven itself as one of the country's most 
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responsible administrators. Thus, except for emphasizing changes required 
under the Agribusiness Promotion Project, we do not believe the Bank will f::,i, 

to employ additional staff to manage the bridge credit fund. The experienc~ 
under the AgribusinE!ss Promotion Project suggests that FIDE is capable of 
managing the credit component to AlDis satisfaction. 

f. Sub-Lending Institutions 

Interviews were conducted with 18 development banks, 2 
commercial banks and 2 government institutions as part of the demand and 
institutional analysis conducted by LAAU for the Agribusiness Promotion 
Project. The findings of that study remaineL valid. 

Commercial Banks: The Latin American Agribusiness 
Development Corporation (LAAD recommended that the commercial banks be 
eligible for several reasons. Among these were that several commercial banks 
have agribusiness loans outstanding, all of which originated with FIDE funds. 
Several banks also own development banks. Thus, short- and the long-term 
financing needs can be combined and provided from two sources. Finally, som~ 
banks have branches in rural areas not currently reached by the development 
banks; thus, these banks have clients which can be served and supervised 
through commercial networks. Some 14 commercial banks are participating. 

Uevelopment Hanks: All of the 18 development banks will 
be eligible to participate. Of these, there are 15 currently participating. 
The analysis and determination as to whiell banks should participate was baseo 
on the bank's financial strength (ability to borrow, degree of leverage, 
quality of portfolio, arrearages, etc.); capacity of staff to appraise and 
monitor agribusiness projects; size and type of current agribusiness 
portfolio; branch office network; and existing demand for new project funds. 
The 15 elip,ible banks constitute those banks best able to successfully 
accomplish the projectls objectives (based on above factors). This analysis 
also facilitates a Central Bank/FIDE transition to a "line of credit" program 
rather than a sub-project disbursement approach. Since these banks are the 
strongest and most capable of carrying out the program, as proved under the 
Agrobusiness Promotion and because they have the greatest number of 
sub-prOjects meeting the criteria oi this credit component, USAID and the 
Central Bank can be better assured that this new AID loan will be implemented 
effectively and rapidly. 

3. Agricultural Technology Developm~nt 

a. Alternative Organizations 

The International Serv5.ce for National Agricultural 
Research (lSNAR) conducted an in-depth evaillation of the Dominican 
agricultural research system in 1983. Based on that evaluation and more 
recent studies on the subject, the Hission considered several alternative 

1· 

f.,\j 
.. 
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local organizations as possible entities in which to promote research to 
improve production tecnnology for growers and exporters of non-traditional 
crops. Ttle following organizdti.OllS were among LllOse considered: 

_GOlJ1Z Secretariatl' of Agriculturc' (SEA) Thl' Department of 
Researctl for c\gricllltLlrlO and Livl'stod( (UJA) is tillO SEA organization 
responsible for cOlldllcting m()!;l of the public seclor's al~ricultllral research. 
OlA is coml-losed of ,1 central directoratl' and 6 r'3gional cCr'ters located 
throughout the country "vitI! i\ total. of 20 experiment stcltions. 

AlthoUfjl! DL\ has c.:()r~siderabLe hlllllan .,nd physlcal resources 
at its dispoS;ll, it ha~:i been Clll[;lcterized as beill;~ cel.atively ineffectual at 
conduct-Lng llleanil1:~flJl. ;lgricuLtural rlOscarch. Tlw causes of t!lis institutional 
weakness have bL'en contr ibuLed to sevecll fac:tors including: poLU.iciz.ltion 
of the system; absence ()f a research program with clearly defined plans and 
goals; chror,ic l:ll~K of ()Lld~l~t support for rL'sl,';lrcil mater ials Jl1d equipment~ 
low salaries that Cii!. to attract or r,~t:ain f\lli1Lified professionals and 
cOLlseqllentLy l~.lU~;c'S ;:. Ll,Jid turnfJlJer u\ !:ililt'C', poorLy t~rili.n,~d employees that 
have limiu,d e:qwri('llc.~ and insllfi'ic.i"ilt: :;. pervision ;lnd a tacit of continuity 
bet \. e e n res L~ d [" eli, 1 eLi v i t: ie" f r () III () ! It: Y L' ; 1 r t 0 Llll.~ n e . {t . 

Do mill I c i.~~:""'~1~_t_~_~1_t-", __ oJ __ !,g r I l: u_~t..u_r~~l~~:..~ v e s_~o~it Re sea r c h 
(I1)iA)~ j)as,-~d Oil the lS~l'\R elJaLll,lti.flll, Lile (;UDR, during the last 
administration, pCIJPosvd tu sep,lr.ltl' DL\ perSOll!ll;i and faciliti.es from SEA and 
form a new autollolllOll'j ()r:~ilni;'.dtiun (LUIA) modeLed ,lfter the U.S. Land Grant 
Co 11e6 e s ys tetll. AL thOLl;:sll .1 Ll\.,r crea tin,~ ID IA \ • .-IS passed by the Dominican 
Congress, the origin;lL concept of a qllL;,si-private sector directed research 
system was somellOl. Lost. It n()\o,' appe,Hs that lUrA, if made operatIonal, woul(l 
remain under the direct conl:!:,~~ ui Si;/\ due to a heavy public sector 
representation Oil its b'H':(\. 1.01:\ \~LLL) thereEJre, probably retain 0.11 the 
ins ti tutional vlcaknesses 0 f lJ [.\ and vJ L L 1. llaVI? mere Ly underf,one a name change. 

lJnivl'tsitics~ Dominican universitIes conduct a limited 
amount of agricuL~ural rc~curch, most of Which is associated with thesIs 
requirements for obtaini!l)!, an [ngelliero Agronomo degree. The university which 
is most active in tilis research is t:hc Untversldad Aut6noma de Santo Domingo 
(UASO). UASD main':ains an experlment station llcar Santo Domingo \.here 
approximately 50 students at anyone time are conducting research activities 
in conjunction with their thesis studies. 

UASO suffers from some but not all of the same afflictions 
as OIA, sucll as: low salaries for faculty; virtually no research budget; and 
facilities oriented toward teaching and productlon rather than research. The 
types of research activitles that are performed are not directed toward 
solving current problems, but are intended for teaching purposes and often 
cover topics that have already been extensively researched. 
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The Instituto ;;upcrior de Agricultura (ISA) is a local 
university in Santia~o that has had an active rola in agricultural research. 
However, a large portion of ISA's rese,Hch has been directed toward 
a6ribusiness administration, farm managemerlt, and agricultural policy areas. 
As with UASD, most of the research is ccHlcentrated in the thesis preparation 
at tlle undergraduate level. Al_though ISA established a production research 
organization and facilities near Santiago In the early 1960s, this center is 
now operated by ana is part of OIA. 

Asr ibus iness Research Act!v ities ~ 'Igr ibusinesses have 
also been actively conducting research in the DR. For example, the Gulf and 
Western company has done extensive research primarily in sugar cane variety 
trials and agronomic practices, as well as the development of their own breed 
of Bratllnan caltle referred to as "Romana Red". This company has also 
conducted some diversifLcatio~ work on citrus, avocados, beans, and various 
vegetables crops. 'file locally aImed ferti lizer compdny FERQUIOO has also 
carried out an intensive program of soil. analysis and fertilizer trials and 
finances some student thesis \York in soil scier.ce. And the local tomato 
processing industry, although mostly not directly involved in conducting 
research, has financed some variety trials conducted by OIA personnel. 

In general, the private sector's capability to conduct NTC 

research is Iffected by tlle limited availability of technicians, equipment, 
dnd facilities dedicated to research activities. Instead, these resources are 
utilized for production purposes. When improved technology is required or a 
solution to a production problem is needed, the private sector usually looks 
first to outside sources for assistance instead of developing the technology 
or finding tne solution itself. This is because the primary role of 
agribusiness is production dnd marketing and not agricultural research. 

b. Agr icultural Research Foundation 

From a brief overview of the present research system in 
the D.R., it is readily apparent that a considerable amount of human and 
physical resources is being underutLlized. Also, the research that is being 
conducted is not supportin6 ,~e diversification into non-traditional 
agricultural products, no~ the improvement of production technology for those 
non-traditional crops that ace already being proQuced locally. 

An aL:crnative to providing support to an institution from 
the existing research community i~ the establishment of a new organization 
that would be free of the C0!1c,'"caiI1ts associated with the present system. One 
possiblli~y considered was the purch3se of an existing research station or the 
construction of a new facility and conduct field research 0utside of the 
present system. However, the initial investllient cust of establishing the 
faciLity and th~ recurrent costs for operation dnd maintenanc9 were considered 
too high to economically justify the research that would eventually be carried 
out, especially compared to using the present systAm in which the investments 
for facilities and personnel had already been made. It was thought that this 
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investment in humacl and pnysica 1 resources shouJ.d somehow be utilized. Also, 
since the majority of the research to be financed would be conducted on 
growers' fields, a research facility would probably be underutilized as are 
existing facilities. 

The proposed organ i;.:ation, however, wi i 1 need to address 
tlle weat<.nesses of the rresent system if useful techo010gy, resp0f!':' !.\/e to the 
needs of NTC producers and exporters, is to be a result of its activities. 
This will require training and supervision of local researchers in order to 
obtain reliable technical information and establish the capacity within the 
present system to conduct research with limited foundation supervision. 
Technical assi~tance will also be required to bring NTC yields up to 
acceptable levels, and to proviclt:> an early impact that will ensure continuing 
private sector support for the foundation. The situation does not require an 
extensive investment in equipment or facilities, but it '.Yill require technical 
and managerial 3s,,;istance dnd rrainin;-; to set lip the foundCltion, and LUr it to 
influence the present condition. 

Therefore, tliL' e:.>lilblishmt~ilt of a privat2 sector directed 
agricultLr31 researc.h foundation that \youlcl use the DR's existing system to 
conduct res2arch <1ctivit~es IL.i~; been selected .1S the most appropriate 
institutional aLter~ative. It will be an effective solution provided that 
USAID and the FOUI1J.ltiOI1'S Leaders c.an "lOrk together to deliver appropriate 
kinds and amounts of advisory services ;Iod training within a clearly defined 
researct1 pro;,;rdlll, dnd tll,lt its financiaL viability c.an be assured, as 
discussed below. 

c. Agr [cultural Develo[lrne~~~~_unddtion: Financial Viability 

The AOF's finilncLll viability assumes that private sector 
and GOOK £SF local currency contributions will be forthcoming as expected. 
The operatin;.; buJ 6et of the Foul1(Lltiol1 is presented in Table 8 on the 
following page. 

tUtllOoo-'6h estimates are not included in Table 8, it los 
expected that the Foundation could levy charges and receive fee income for 
some of the goods (e.g, books Clod pamphlets) and services (e.g., seminars and 
technical assistance) it is to provide. 

In addition to contributing funds to the endowment, it is 
anticipated that the private sector will provide in kine resources (e.g., 
land, labor, and inputs) to assist in carrying out specific technical 
act ivities. 

Table 9 contains the self-financing analysis for the 
foundation over the five year period of the project. 
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Table 8~ Research Foundation Operating Budget 
(US$ 000) 

Pe rsonnei Cos ts 
Executive Director 
Ag. Scien tis:: 
Ar!,. Economist 
Inform. Specialist 
Ac COUll tan t 
t:x. Secretary 
Secretaries (2) 
Driver/Messenger 

Subtotal 

Operations Costs 
Office Rental 
Utilities 
Supplies 
Inform. Cente r 
Vehicle Fuel 
Vehicle Maint. 
Miscellaneous 

Subtotal 

Technical Assis tance 

Training Costs 

Kesearch Grants 

Total Costs 

Rate 

2S.0/year 
17.0/year 
I7.0/year 
13 .O/year 
13.0/year 
6.0/year 
S.O/year 
2.4/year 

12.0/year 
3.6/year 
2.4/year 
3.6/year 
a.O/year 

10.0/year 
1.2/year 

Year 1 Year 2 Year 3 Year 4 Year 5 

25.00 
8.50 
8.50 
6.50 

13 .00 
6.00 
5.01) 
1.20 

73.70 

12.00 
3.60 
1.20 
1.80 
4.00 
5.00 
0.60 

28.20 

27.00 
18.36 
18.36 
14.04 
14.D4 
6.48 

lO.aO 
2.59 

111. 67 

12.96 
3.89 
2.59 
3.89 
8.64 

10.80 
1.30 

44.06 

29.16 
19.83 
19.83 
15.16 
15.16 

7.00 
11. 66 

2.80 
120.61 

14.00 
4.20 
2.80 
4.20 
9.33 

11.66 
1.40 

47.59 

31.49 
21.42 
21.42 
16.38 
16.38 

7.56 
12.60 
3.02 

130.25 

15.12 
4.53 
3.02 
4.53 

10.08 
12 .60 
1.51 

51.40 

34.01 
23.13 
23.13 
17.69 
17.69 
8.16 

13 .60 
3.27 

140.67 

16.33 
4.90 
3.27 
4.90 

10.88 
13.60 

1.63 
55.51 

Total 

146.67 
91.23 
91.23 
69.71 
76.27 
35.20 
53.6] 
12.88 

576.91 

70.40 
21.12 
12.88 
19.32 
42.93 
53.67 
6.44 

226.76 

157.50 348.20 365.80 383.90 402.50 1657.90 

27.00 117.90 117.90 117.90 117.90 498.60 

49.00 304.98 498.46 815.68 801.15 2469.27 

335.40 926.82 1150.35 1499.13 1517.73 5429.43 

Note: An annual rate of inflation of 8% built into local costs. 
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Table 9~ Research Foundation Self-Financing Analysis 
(US$ 000) 

Year l Year 2 Year 3 Year 4 Year 5 Total 
Sources 'of Funds 
l. AID Gran!:. 478.00 602.00 507.00 514.00 534.00 2635.00 
2. COOR Endow. Cap. 1666.00 1667.00 1666.00 5000.00 
3. PS ~ndo\., . Capital 433.00 400.00 1+00.00 1233.00 
4. Endowment Income 336.00 667.00 997.00 997.00 2997.00 

Total Sources 25713.00 3004.00 3240.00 1512.00 1531. 00 11866.00 

Uses of Funds 
5. Pe rsonnel Costs 74.0C 112.00 121. 00 130.00 141. 00 577 .00 
6. Operatin~ Costs 28.00 44.00 48.00 51.00 56.00 227.00 
7. Tech. Assistance 158.00 31+8.00 366.00 384.00 403.00 1658.00 
8. ConUDodi tief; 133.00 133.00 
9. Training 27.00 1!.8.00 118.00 118.00 118.00 499.00 

10. Research Grants 49.00 305.00 f198.00 816.00 801.00 2469.00 
11. Audits (5 ) 10.00 ll.on 12.00 13.00 14.00 59.00 
12. Evalua tion (1) l2.00 12.00 
13. En~owment Capital 2100.00 2067.00 2067.00 6233.00 

Total Uses 2578.00 3005.00 3242.00 1512.00 1531.00 11866.00 

Accum. Endow. Capital 2100.00 l1166.67 6233.33 6233.33 

t'iote: Endmyment income calcuLatp.1 at 16% annual rate of return. 

Ex.cnaniS8 Rate: U::;$1.00 = RD$3.00 

On the basis of tne assumptions for the budget given in Table 8, 
we conclude that the Foundation is financially feasi61e in that revenues cover 
costs during the initial five years. After tile fourth year of operation the 
level of funding available for research grants begins to decline at an annual 
race of less than 2% due to inflationary effects on overhead costs. However, 
the effects on the financial base of accumulated interest earnings was not 
taken into account in this analysis and should more than offset this 2% 
decline in available funding for research grants. Continuation of the 
foundation's activities at the same or higher levels beyond five years will 
still depend upon a number of factors, including the level of interest income 
en ~he endo~nent, the level of fee income for goods and services provided, and 
the extent of local contributions. However, endowment earnings will more than 
cover the recurring cosLs associated with the operation of the foundation 
after the end of the project and will also provide adequate levels of funding 
for research grants. 

http:11866.00
http:11866.00
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D. Social Soundness 

Based on our investigations, we believe that this project is socially 
and culturally feasible. Traditionally, the society of the Dominican RepubUc 
was rural and agrarian, and even tolay, the maiority of the workforce finds 
employment in the agricultural sector. The project model of producers 
contracting willl outgrowers for their raw material needs is a socially 
accepted method of production here, and currently employed by agribusiness 
producing and/or pacKing pineapples, okra, cantaloupes, tomatoes, peppers, and 
cucumbers, as well as feed companies and rice mills. 

Ttle project will directly benefit the owners and operators of 
agribusinesses, the workers who will be provided jobs in the expanding 
agribusiness sector, and the suppliers who will provida the necessary input 
materials needed by the ag~ibusinesses to operate. 

Farmers who sign outgrowing contracts will generally realize higher 
incomes compared to farmers who do not grow for contract. Providing jobs to 
the currently unemployed and under-employed will result in higher income 
levels for agribusiness labor. 

Agribusiness ventures of the sort proposed tend to be labor 
intensive. Accordingly, they will involve direct impact on the lives and 
labor of (a) contract outgrower farmers, their mates, children, and hired 
laborers, as well as (b) processing plant laborers and (c) agribusiness owners 
and managers. 

The past development and present structure of financial markets 
in the Dominican Republic severely penalize middle- and low-income rural farm 
households, further limiting their access to financial services. The 
relatively inefficient and unreliable service offered by the public sector 
financial institutions, and the limited service ofiered to those income groups 
by private financial intermediaries in tte rural areas, has hampered the 
growtll of ruraL incomes. 

The beneficiaries of this project are mostly middle- and 
lower-income rural farm-households. To that extent, one can consider the 
analysis below to be applir.able to the general target group of the Co~nercial 
Farming Systems Project. eurvey conducted among the client-members of the 
four rural CUs parti~ipa ~ng in the RSM project found that the major 
oC~Jpational groups were farmers (23%), follo~ed by public and private sector 
employees (19.8%), housewives (15.l%)~ small businessmen (13.7%), and teachers 
(8.3%). Women made up approximately 40% of the membership, and the 
educational levels break down as follows: 

No Schooling 
Primary education 
Secondary education 
Technical level 
University level 

9.0% 
48.9% 
23.4% 
12.9% 

5.8% 

;" ...... 
tv:·) 
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When credit union members were questioned as to their access to 
credit from alternative sources, ap~roximately 72 percent of the respondents 
said that they were limited to self-finance, 16.5 percent stated they had 
access to regulated banking institutions, 1.4 percent borrowed from 
non-regulated financial institutions, 8.6 percent from local moneylenders, and 
1.4 percent from other cooperatives. vlhen the clients of these four CUs were 
questioned about where they kept their money before deposl.ting it in the CU, 
68 percent stated that they kept it in their houses or that they did not save 
before; and 32 percent stated that they transfered the funds from another 
institution. 

These survey results show that the CUs are functioning as true 
financial intermediaries, capturing local resources which heretofore would 
have been consumed and channeling them back to the rural areas. These 
resources otherwise would have been on-lent in other geographic areas by 
formal institutions. They are providing financial services to rural clients 
who were largely untouched by formal financial intermediaries. 

Similarly, a survey of l)AGRICOLA depodtors showed that 27% are 
women, 51% are farmers, Y% are employees, 7~ housewives. Only in 2% of the 
cases were the funds withdrawn from another bank. About 57% indicated that if 
those funds would not have been deposited, they w0uld have been t.:sed for 
consumption. Thus, t.he deposit represented true savings. About 33% keep 
their deposit as J precautionary reserve agoinst illness and unexpected 
events. During 1983, on1.y one-lhird had received loans [rom BAGRlCOLA and 
only 10% got Loans [rorll otller sources. 

Since these base-level financial institutions (CUs) have 
traditionally sel'ved this target population, it is expected that this will 
continue to be tlte case. Horeover, no subsidlzed Loans will be offered and 
strict loan collection will be practiced. The bor~owers of these 
intermediaries will benefit by access LO ~reater volumes of credit, and by 
lower rates of interest, compared to the alternatives (moneylenders) faced by 
this segment of the population. The team expects that the weighted average 
rate of interest in these markets will decline, as a greater number of 
beneficiaries receiVe loans from the CUs, and no longer must rely solely on 
local moneylenders. This reduction in interest rates would reflect 
information and scale advantages of CUs, their professional management and 
portfolio diversification, but no artificial subsidies. In addition, savers 
will benefit from access to secure and convenient means of managing liquidity 
and precautionary reserves and by a significant increase in the real return on 
their savir.gs, as a result of (a) the lowering of transaction costs (travel 
time, transportation costs, etc.), and (b) an increased nominal rate of 
interest over that which they are currently receiving. 

E. Environmental 

The lEE was approved with the submission of the PID; it called for a 
negative determination, finding that environmental impacts from this project 

,', ~ \ 
L 
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will be minimal (SeE. Annex B). As per Section 216.2(c)(2) categorical 
exclusions) AID's environmental regulations are generally not required for 
projects with intermediate cr~dit institu(ions when AID does not review and 
approve individual subloans. In the case of the fulral Financial Services 
component, AID will not be involved in approvals for subloans m~de by the 
various funds to or by CUs. Under the Bridge Credit Fund, standing agreements 
with FIDE will be reconfirmed. This includes agreement on a negative list (jf 
subprojects which will not be eligible for financing, including projects 
involving pesticides, severe chemical treatments such as tanneries, or 
extensive land clearing or road construction in hillside areas. 
In the Agricultural Techn~logy component, USAID will provide assistance by 
experienced U.S. crop production specialists and promote technology packages 
which !:'Ire acceptable under U.S. environmental regulations. The testing and 
use of che~!cal inputs will therefore be under careful supervision and in 
demonstration conditiuns. 

F. Economic Analysis 

The purpose of this section is to indicate the magnitude of the 
economic impact of the project, particularly on employment generation, foreign 
exchange earnings, and income. As discussed in detail elsewhere, the project 
consists of two components, involving three major activities. Each activity 
will generate benefits to the economy including, among others: 

o from the Rural Financial Services rural banking activity, as a result 
of increased savings mobilized, 19,000 new rural clients will have access 
to credit and the key financial entities will adopt measures leading to a 
sound financial interrnediatiou system through monetary and bank regulation 
policy implementation; 

o from the Bridge Credit activity, investments will be made by at least 
30 private firms in promising agribusiness projects; 

o by the Agricultural Technology Development component, resulting in 
improved yields and total agricultural output by means of new technology 
adoption. 

1. Rural Financial Services 

Overview -- A cost/benefit analysis of the financial markets 
component is difficult to make since the potential opportunities for 
productive investment to be carried out as a result of the improved access to 
credit on the part of the middle and lower income rural population are 
difficult to identify. However, the macro-ecocomic impact of implementing 
this project activity cqn be estimated in terms of additional value added and 
likely impact on employment. 

Economic Assessment -- The expansion of financial services intc the 
rural areas can be e,xpected to hc.!ve a direct and positive impact on the 

:." 
" .. I " 
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incomes of both borrowers and savers of the base-level institutions supported 
by t'_le project. By improving the access to depository services, the supply of 
"transferable" savings will grow as rural households substitute financial 
deposits for cash reserves and unproductive investments in inflation hedges. 
Depositors will earn :.t higher rate of retura on their savings, through a 
combination of renl~~ecl t::-ansactions cost~s and a higher rate of interest than 
that obtained fr0m other financial institutions. 

The savings resulting from the proposed project of KD$18 million, 
together v:ith rollovers from RSN investments (totaling about RD$IS.8 million) 
will expand credit availability and reduce the demand for loans from local 
moneylenders. Borrowers will pay a lower rate of interest than they otherwise 
would in the informal credit market. These savings and rollovers are expected 
to be on-lent for investments, which will generate an annual flow of value 
added of the order of RD$I.3 to KD$2.6 million, representing a return on the 
order of 14.3% - 28.6%. The expected increase in new permanent jobs is on the 
order of 1,000. 

It is expected Lhat the financial policies promoteJ ~nder thiF 
project will create incentives to transfer resources from farm households with 
limited opportunities for productive investments, to those farm households 
with better opportunities for earning a higher rate of return. As this 
process of financial intermediation proceeds, the rate of growth of rural 
incomes, while difficult to estjmate at tllis point, will increase. 

In an economy with perfectlY integrated financial markets, one would 
conclude that the flow of resources out of the rural areas (commercial bank 
branches as net exporters) reflects only the great~r underlying profitability 
of the urban activities vis-a-vis Lile rural economy. However, under the 
present fragmented financial markets in tile Dominican Kepublic, the net export 
of resources via the existing financial intermediaries largely reflects 
deficiencies in the tinancial markets lpoor information flows, high 
transactions costs, .lnd risks} rather than the unJerlying risk adjusted rates 
of return. A reversal in such --' -".luW, which i8 expected to take place as a 
result of the project, will help improve the growth of national dggregate 
income, and equity in the rural population access to productive resources. 

The project team believes that this reversal in the flow of financial 
resources will take pIece because of factors built into the project. In 
addition to the technical assistance input, financial linkages have been 
incorporated to support this process. The administrative loan fund w~l 
provide the necessary financial support to the participating credit unions, 
bridging their operating deficit until their volume of operations make them 
self-sufficient. The Stabilization/Reserve Fund will be capitalized through a 
fixed percentage of funds mobilized, and will serve to ameliorate the risks of 
geographic and sectoral concentration inherent in their lending activities. 
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2. Bridge Credit Fund 

As described under the Technical analysis, both the credit survey as 
well as actual requests under existing Agribusiness Promotion Project indicate 
that potential ~emand for credit is very high. 

To estimate the impact of the Bridge Credit Fund, average financial 
returns on investment are assum~d to be 44%. Even if this estimate is revised 
downwards, a solidly favorable return for new ventures would resulL. If the 
same assumptions are valid for the Bridge Credit as those for the Agribusines~ 
project, such as giving priority to projects having low capital investment per 
job ratio (1 job for very US$3,400), the Bridge Fund will stimulate the 
creation of employment for 2,940 persons and create a value added of US$12 
million and generat~ around $17 million annually in foreign exchange once 
businesses are fully operating. These results clearly indicate that the 
bridge credit activity is economically viable. 

3. Agricu1.tural Technology Deve}opment 

T!le economic considerations that are relevant to a research activity 
include both iIltangible as well as quantifiable benefits, including increased 
acceptance of new technology by farmers p broader support for domestic res~rch 
activities, and greater returns to farmers depending on each crop, soil 
conditions and climate. However, a rigorous economic analysis of the benefits 
from the AD~'s operations is not feasible at this time because the individual 
crops that will be researched to develop improved technology packages are not 
yet identified nor are the added benefits which will accrue from improved 
production packages available. Nonetheless, a preliminary examination of the 
benefits of the foundation's activities has been made which suggests that the 
project will provide an adequate economic return to the country. 

The result a of the preliminary examination of the costs and the 
benefits of the ADF research activity is presented below: 

Cost's 

Total cost of the Foundation's research activity is expected to 
be $5.4 million during the 5-year life of project and $6.2 million over a 10 
year period. (Yearly operational costs after year 5 are estiMated at about 
$158,000 or $790,000 from year 6 through 10.) Costs incurred during the 
5-year LOP include $3.7 million in operating expenses and $1.7 million in long 
and short-term technical assistance. The $6.2 million for the Endowment fund 
will be capitalized and is considered an investment rather than a cost. ~for 

a more detailed breakdown of the Foundation's costs and financial viability, 
see Tables 8 and 9, pages 59 and bO). 

} 
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Benefits 

The case of a cantaloupe investment, described in detail in 
Annex J-~. has been used to develop the benefits that would result from the 
implementation of the research activities under the project. That case 
describes the impact of improved technology on the production of cantaloupes 
on farms of 1,500 and 3,OUO has" respectively. While it may not be ideal to 
take this sole case as a basis for calculating the economi.c impact of the 
research activities under the project, since a variety of crops will actually 
be researched which will result in varying rates of returns, it has been used 
as a reasonabl~ surrogate for the econo~ic results expected. In addition, in 
calculating the results, it was assumed that, while the ADF was expected to 
complete 3 research projects annually, only 1 research project per year would 
obtain benefits on the order of the cantaloupe project. Thus, it is believed 
that the benefits derived are fairly conservative. 

On the basis of cantaloupe research results being successfully 
implemented by farmers, total benefits will amount to $8.3 million for the 5 
year life-of-project and $24.3 million over the 10 year period. These returns 
reflect results from Alternative A, shown in Table 4 of Annex J-3, which 
contains fairly conservative assumptions. 

Results 

The comparison of costs and benefits resulting from the 
operation of the AUF's research activity and the utilization of its findings 
by farmers are: 

Cost of Operating Res. Center 
Benefits of 1 Successful Project 

Benefit to Project 

Table 14 

5 year 

5.4 
8.3 

2.Y 

10 year 

6.2 
24.3 

18.1 

On the basis of the preliminary economic assessment outlined 
above, it is believed that the ref 'arch activity contemplated in the project 
will generate solid returns to the economy. Return on investment during the 
first 5 years is $2.9 million which ~rovides a rate of return of approximately 
35% and over the 10 year period a return of $18.1 and a rate of return of over 
290%. In addition to the returns to investment indicated above, the project 
is expected to generate added foreign exchange for the country, generate 
increased employment, and expand private investment in the agriculture 
sector. Thus the research activity appears to be economically feasible. 



PROJECT DESIG~: SL:~:';Rl 
LOGICAL FRAHDiORK 

Life of Project 
PACD 
Da te Prepared 

Project Title & humber: Commercial FarminE Systems (517-0214) 

Narrative Summar\' 

Pro~ram or Sector Goal: To contribute to sus­
tained and equitably distributed economic 
gro~th in the D.R. by accelerating the m0vement 
of the agricultural secter into non-traditional 
crops, thereby increasing small farmers' in­
comes and rural emplo)~ent, and earning or 
saving foreign exchange. 

Project Purpose: 
To increase production of non-traditional crops 
t;lrough improved farmer linkages wi th agri­
businesses an1 direct access to credit and 
improved technology. 

, Objectively Verifiable IndicatorE Heans of Verificatio~ 

!Measure of goal achievecent: ~-Central Bank reports and 
! Production of Non-traditional !other export data a~alyses; 
!agricultural crops for exports a:lc :Secretarial of Agriculttlre 
!and import 6ubstit~tion inc~ease !crop reports. 
!as measured by growth of value acd- , 
:ed in non-tradition ago (3-5l Ly :-Surveys of outgrower~ and 

!19£9) !abriQ~sinesses. 
!-F:::r1oymcnt of outgro\.'ers anc dcJy 
:lab0:-ers increases by £[,00 and :-Rq'ior,.cl E::ploymer.t 
:4,EOO respectively i~ 198~ and 89. :Statistics 

!-Incomes of 9,000 rural farm 
!and non-farrr residents increase ty 

!50% ~ith non-traditional cr8ps. 

~-G!:P a.ccount~ and other 
::\2 tional!F.egional Econocic 
:dataa 

!End of Project Status (EOPS) !-Project reco,ds, case 
!-Increased production of non tracii- !analyses and surveys o! 
!tional crops by 6,000 out growers !agribusinesses and finan~ial 
!with financing through for 30 !institutions. 
!agritusinessess. 

!-Expanded rural banking system 
!serving at least 19,000 clients. 

!-Private foundation providing fund­
:ing, quality control and dissemi­
!nation of agricultural technology. 

FYl987-1992 
June 1992 
April 22, 1987 

Important Assumptions 

!-~arket opportunities for agricul­
!tural exports continue to be avail­
!able and effectively exploited. 

!-The sector can produce non-tradi­
:tional cor:u:lod1tit:5 at cOUlpetitiv€:, 

: prices. 

!-Increased tOL31 agricultural pro­
!duction, rural ecplo)~ent and 
!incomes will result in increased 
!effective rural de=an~ for food 
!and non-food products. 

!-Domestic econocic conditions remain 
!sufficiently fr.vorahle to attract 
!private investoent. 

!-Agribusinesses firms ~illing to 
!utilize outgrower contracts. 

!-GODR willing to permit active 
:private sector participation and 
!control of n~n-traditional crop 
!technology development. , 
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Narrative Su=ary 
Outputs 
-Cnanged policies and procedures in Central 
Eank affecting rural financiai institutions. 

-Credit l~ion~ and other base-level financial 
institutions providing effective efficient 
services to smaller rural clients ane have 
established banking relationship with larger 
banks. 

-Ericge Credit Fund operating in Central 
Bank. 

-Private sector directing in-Ci.-.";ltry techno­
logy develop~ent efforts in ncn-traditional 
crop~. 

Objectively Verifiable Indicators 
!Outputs Indicators 
! Central BRnk has policies that 
!support rural banking in such areas 
:as, deposit tnsurance, libera­
!lized regulations and interest 
!rates, and simplified legal rEserve 
!reqlOirements. 

:-At least 30 credit unions offer­
!ing savings and lending s@rvices 
!to rural clients, and barroving 
!fro~ private banks to meet excess 
!demand. 

:-1oans to 30 enterprises that 
!rely on outgrowers. 

~cans of Verification 

!-Pcoject records and 
!reports, case analyses, 
!surveys of participating 
!agrihusinesses, Monetary 
!Board resolutions. 

:-Central Bank/FIDE reports. 

!-Private Foundation pro\-iding 
!direction and funding of in-country , 
!non-traditional crop technology 
!development and transfer. 

-Approximately 15 technology 
packages developed/disseminated •• 

-Rapid response system operating 
to support growers .ith special 
problel!ls. 

-Improved skills of sixty 
researchers. 

-Technical information Center 
offering materials to research­
ers and faroers. 

Page 2 of 3 

It:ponant Assumptions 

!-Central Bank willing to enact 
:policy changes affectin~ rural 
!financial institutions. 

!Larger private banks willing to 
!develop relationships with base­
!level rural financial services 
!1nstitutions. 



Narrative Su=ary 

1. RVRAL FINANCIAL 
I NSTlTUTlOr;S DEVELOPY.ENT 

a. Technical Assistance 
b. Training, Commodities, Operating 

Costs 
c. Adoin. Loan Fund 
d. Bridge Credit Fund 
e. Audits, evaluations, contingency 

2. AGRl CULTURAL 
TECHNOLOGY DE\~LOP}~NT 

a. Technical Assistance 
b. Commodities 
c. Trl'ining 
d. Endowment 
e. Op. Costs 
f. Research Grants 
g. Audits/Evaluations 

PROJECT TOTALS: 

Doc.:3530F 

!Objectively Verifiable Indicators 

LOA.', 
LC 

10.0 

d millions) 

A.I. D. 
GRAn 

FX 

1.8 

.1 

GRA!\1 
LC 

.2 

CO Ul;TEF.P ART 
LC 

.3 

1.3 
.4 

., c -.... 
.1 

TOTAL 

2.1 

1.4 
.4 

12.5 
.3 
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Poeans of Verification I~portant hssuoptions 
Controller Records !-Alll F .... cis \..'ill be 

!-Central Bank Reports !available 
!-Foundation's annual aucited !-Private contributions 
!Financial State~ents. !~ill be made as planned 

!to Fo~ndation endo~~ent. 
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SU3J~CT: R[VIE~ OF ~HE USAID/DOMINICA~ R1PUBLIC FY 37/38 

~CTI()N PLAN 

1. T~~ R~VIE~ OF THE US~ID/DO~I~I:~~ RrpU2LIC FY 87/33 
AC~IO~ PI~N ~~s CHAIRFD ~y n~A/LAC ~AI~OL~ aUTLFR O~ 
APRIL 22-23. ~ISSION JI1ECTCR H~NfiY EASSFORD 
R:PRESE~Tl:'} Tt1~' ~ISSI0·J. TH~ R£VIE'A' C0~~t{.~r1'LATED fP.'E 
t"ISSICiJ ";'(;f :T:: T:i:)~'jHl'?VL A~~D liSI.L '~lfiI'I'IF.i( ACT10N 
FLt.~. GIVP: =lElGFT STRI'!}F~J~IFS, ~(jrITRr FU'JDI'J'i LEVELS 
ASE VERY U~~E~TAI~. u0~FVFR, IT ~~s ~~~E~D T~!T T~E 
t" I ~ S ION Ii 0 l' L ~ I ~~ G lJ I ])~:) , H~ P~.:2:? A r:I N G 'I P. E F,[ S'3 P. B S, ? Y 
IFE FO~IJ~IN} FLAN~IN3 Lf~~LS FOR ~¥ 97 A~D FY 39. 

- [DOIS Cf'V' ) FY 87 ;,y S8 

DA 28,e59 34,~l''' 
tSF 40, ·2'03 3~,e~l' 
FL 480 ~ IT I·E I 3", k:'·C0 3~,~e0 
PL 48? TITLF I I 1,502 1,l'Z:~ 

TEESE ARE CURHENT LAC BJ~EAU PlA~NI~G ~V~3ERS, AND DO 
~CT HAV~ PPC Cfi INT~fA~E~CY A~R~Et"rNT. I~SUES DISCUSSED 
AND DECISIONS REACPED ~lHE AS FOLLO~S. 

2. STAEILl2ATION AND Fco~orIC GRO~rH - THE MISSION 
DI~!CTO~ RFVlr~rD A~COM~LISPMF~TS U~DFq TEv 
STAEILI2ATIO~ PROGRAM. TRE DOMINI~AN Ri?UELIC COMPLEfED 
ITS I~F ST~ND9Y A~REE~~NT, ~~ErI~3 )H ~X8£EDIN} ALL 
TA~GETS. IN?LATIO~ HAS ?ALI~N SHA~PlY, AND THE VALUE OF 
T~E PBSO F~S ~PPRF8IA~fD. A MULrIYRAR RrSCp.EDUII~1 
A~RrE~E~T ~ITE C2~~;~CIAL EA~~S PAS ~EIN SI3~ED A~D NO 
DI:'YICiJI'TY IS MITICIPATF:l .vITH APPRDVAL ~Y T~E DO~INI~A.N 
C C N ~ RES S . l' ~P:' ~,I S S ION'S B A I P. N C ~ 0 F P A H. H~ '1' S PRe J EST I a ~ s 
I~~ICATF T~E DOMINICAN REPUBLIC'S ~EED F~R ~~LANCE OF 
PAY~SNTS SUPPCE7 ~ILL ~ECL!N~ OVER rgE ftCTION PLAN 
PERIOD. IT W'S AGREED THAT A CONc~pr PAPER W~ULD NOT BE 
RFQUIRED B~~ORr THF FY 37 ESF PAAD IS SU3~ITTED. IT ~AS 
ALSO AGREED TaAT THE PAAD SHOULD CONTAIN A FULL 
DESCRIPTION OF PROP0SFD USES OF LO~AL CGRRENCY FROM BOTB 
FSF AND PL 48~. 
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3. IMPACT OF TEE ~ISSIO~ STRAT~~Y IN TH£ POOR - T~E 
~ISSIO~ ~IRECTQR STAT~r T~AT TPS ~TSSI~N'S EASIC 
STRATSGY w~.s TO t\DD:1f."'S~ Till;' r~EFD3 OF TL:F POOR '!'HROU~ 
OVERALL ~RJWTR AND tMPIOYMENT. TAE HEVIZ~ O[FSTIO~EJ 
~~ETHER ENOU}H J09S COULD 5£ CRF~TED TO ~ATISFY Tqr 
NErDS Or TFE POOE. T1£ ~E:VI:!,y ALSO ~l~E:3TI,)NED I~HEpnR 
TH E J 03 S 1/! 0 U L Ll B F FI L L [:J P ~ I .... A. q II Y ~ Y ~ Ii ~ F J:) R A ~J T) 

'i.'RITHER Tr.: ~U;.LIT"( OF' LIft: CF Tf!8 P(;CF. 'iJ\.!LD FE 
SIr; N I q C 6. N ~' L Y I'" P H. ~ VE 1) • T H F. ~ ISS I J ~! ::: I It r: ::: T J p. :t ~ P 0 q TED 
T:lA.T ::~~r.C;Y~':~!T C?PC?TU,'l1TIS5 CRF'f.Tij) U'!DER. f:ID Ed~D 

OTRFR DON~R ~:TIVITI~S ~)U~D SOJ~ EXCE~D ?~E ~UMS~~ JF 
JO<lS Kt::'cDSiJ 3Y ~FIi ;;':'JTtL~r\'!'S INTO Tf;E Lt.P~r. ,"i,1R~.Z'l', Ar-iD 
REDUCE T~~ UN~~?I)~M~~T hATE BY FY 37. AN FY 97 
rVALU.A.TICt~ 'dLL ~~?~SUn~ ?RCJ::'S~ r~pA.CT Ct; E:v'PICft"'~~~JT !\~D 
INCOME. IT iPS DfCID~D T~Ar TOE EVALCATIO~ SHorLD TEST 
'f'F? ~.SSl'vPII'J'IC: Ttl!..T JJj;-' c:q:ATE,} ;I~:- :~FI'I-; FILL~I):3Y 

THE poeR AND T~AT ~q~TR ~UALITY rF LIFF IS I1PhCVF~. 
TP'E :1ISSIJ~;'S r·.\SIC S:'!1.~~~-;.y :\.PPf\)t..C:~ "AS ;;-'.!D,)h~::~. 

4. PItI'UT? S:C':.'CH - IT .'AS ~:'JTE~) l:~ TI!'-' ri.;;,'nr.'I' 'lrlP,T r::E 
i'" ISS T. 0 'J ' S P 1: 0 . r ~. c ~' I :: '! S C\ ? I 'l C '1 ;;: ~. S :;: 0 P P I 'v 1'. T F' SEC TJ :t 
It:Vt:~'~'i""~"N'I'q;') JO~ Chr'I\'rrC~l ~'n'H T,rf: ~,~I:n T,le P.~RS 
~.pPIA:n:T) 0F1I~ISTt=. '~:!~; ~Ic;SIJ" ~)I::':-'CT:n DrFE';J)r',:) T:!E' 
P PC J :: en c:, r,::, E:: peE TT r.,.;. T i ~. T '; l; ~ :-: u ~ C '."' S ~ C F S P. E L II : .\ TIC N 
:-'EASTJ:trS, ;:;)II':l~i,L sn!_~·rII~'~, :':fSJLC'IIO:-: ~:,: TP~ L~O.EUt", 

wITH OPIC, A~D T~~ DO~INICA~ ~~PU3LIC'S C8YPARATIV~ 
AJVA~TM;~:S 0F ~r7F, LC':AT~cr\ H:D :LTi"'h~'~', CO:<PI~;;- TO 
:', t1. '.F. T;:~. C ,) u~: T :i. Y .~ T~' tt ~ :'~ 1'\' E T J I 'n- E 3 ~':n ~ . H S ), I' ~ E 
JO~INTC~~ ?~?[3LIC IS ~~~I~; VE~Y }CGJ GS~ OF 
OPPc)?_TU~!lTL"S l'ND!.t1 T?~ eBI. F'Y 87 FS? '.'!1LL 13E US1D TO 
E'JCOdql\;E~. }:);1q ?JU,=y DE'CI~IJ'! 'i.'ITY qrSPECT T,) r~E 

• P:t I V~ T I 7 ; T 10'4 ,);" l' P. ~ S 'TIl. ~ A; ;."1 T E' ,~ ? R I S ~'s L: f L D dye J R D!i: • 
1: i~ S F Del: T :: : s peL r C' y S:: i'" n T :-- ~'U', T : ~:.: ~ ISS T C 'J P L ,t. ~,J S r 0 
q~:~.~!CE: ? STllD: T) ID2:I':IFf ?RIH.TIZ:\TIJ;'; .HTf:WU.TIIJES 
?CR ?~CU C? C2RD~'~ 3~ C2~P~~I?S. rH~ PROPOSFD FY 3g 
? ~ I V a. ': I 2 ~ ':' I ') . J 0 F S TiT 2 !' '< T ~ !{ ? ~ I c: ~ S P t{ J J ';4 C r ,I}'; [J L ~ 
S~ES?:U?~~LY PRCVID? !A ;'JJ ~sr ~S3JCI;~ED [)CAL 
CU~~F~CY Ca~DI: TO ASSIST ~~rRrpRI~~UH~ TJ BCY 
BUSI~FSS~S 5~I~~ ~IV~STED. 1Q[ ~I3SI)'J JIRE~TJq 
CI,A?n'I?D T''::,1 T~~ PnCPC~?D )OI.U.R 2P~';)I~' ~0~Por:['NT O!i' 
':~!E. P:tJ.r~(:'f I~ Ir)Tt.'\.G~~ 10 "'·'Lf Ffl!1Jr\T: ~~l:>~TJK S"Y~-,ttS )"2 
PJtUC ~/lTERPRIS£S I~p::Jv'r T~.:)S~ t:'Jr5"Rt'~::Sr:S A?TE:l 
PURCFASE, ~WT TO FP~n;:E TH~ PUH.CHASF InEL~. IT r!AS 
SUGG~ST~J IN TU~ R~VIR~ ~qA1 TR~ ~ISSI)~ START ~Ir3 
GRftNT TA, T~~r ~ PR~/ICC BUY-IN ~I]~T 3~ ~DVISAELE, ~ND 
'l' EAT A S I MIL \ it P It 0 ] ~ ::'~ I: I [10 r; i) CRt.. S S ~ () U L D ::' E S 'I IT D I I DIN 
PRCJFCT D?SI~f\. IF ~?~R~ Air:' CUTS I'J D~. 1'F.:;; '1ISSI8N 
DlrlECTOH STATiD THF PROJtCT ~I}HI 3TILL P~JC}ED ~I1H 
LOC~l ClFU{E~;CY. 

5. PI 4dJ - IN ADDITIO'J TO DOlS 3J MILLION IN PL 430 

UNr.IASS I?! ED S'.rATF. 14·1221/e.t 

http:PRIVA.TI


UNCl,AS S""TION e2 OF 03 STATE 14120 
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TITLE I I~ FY 86, TH7 MISSION IS PROPCSING 0015 25 
rILLIO~ UNDER SECTION 416 TO H~LP JFFSET THE REDUCTION 
I~ iHE U.S. ~U~AR I~?~aT ~UOT'. TH2 S~CTION 415 
COrMODITIE~ ~OULD E~ SOLD AND T~F LCCAI CURhFNCIFS ~CULD 
BE USEJ TO ASSIST DIVERSIFICATION FRO~ SU;Ak. CONCERN 
~AS rXPRFSS1D IN THE hFVIE~ ON WHErHER THESE IMPORTS 
POSE~ ~ISIN:fNTIVF3 TO LOCAL PRODU~T!ON. THE ~ISSION 
DIR~CTO; S~'TEO THAT THER~ W~RE CURR~~fLY DOLS 100 
MILLION IN IMPn3TS OF T2~ rOUK COMM8DITIFS T8 3E 
IrpORTE~ U~D~R THrSF PHCGRAMS (WHE'T. ceRN, VEGETABLE 
OIL, AND HICE), ALSO, 0? Tl1li'SE CO'1,'1:)DITIFS, RICE WAS 
THF ONLY C~E LCCALLY PRCDUC~J TN SIG~IFTCANT QUANTITY 
AND W~IC~ COUL) TH~R~?:)R~ R8P~~S£Nr A POTENTIAL 
DI~I~CBNIIVE. THE MlSSIO~ DIR~CTOH EXPLAINED TRAT 
T~ROU}H PL ~9~ TITLE I CONDITION~LITY, PRICE C~~TROLS 
AND SUPS!DIIS, ~Hrc~ hRE A DISIN~~NTIV~ T0 LOCAL 
p R 0 D lj C T I 0 ',I, ,iI r. 1 R F' q 2 V I .) E ;: , 1..:1 T H H ESP } C T T 8 THE 
?ROP05~j DCLL~E LO;N FGNU2D jIVEESIFICATIC~ PROJECT, Ir 
~AS AGR~lD T?AT T~I~ ACTIVITY ~I;HT E~ H~CONSIDERED IF 
T~? PROPOSED S~CTI8N 415 SU~AR ~uorA ~FFSEl P~O;RAM IS 
APPR0VED. 

B . H 1: A 1 'l'll - n; DIS C US S ! eN 0 i T H F N U'l' R I TIC N i ROB L EM I N 
TRF DorI~TCAN REPUPL1C, THE ~ISSIO~ DTR~CTOH STATED THAr 
SThTISTTCS eN tHE PROBLE~ ~1RE TOO INACCURATE TO HAVE 
rccq CRFPIEIIITY. TRB ~ISSI~N IS DJIN3 A SURVEY TO }ET 
A BET1ER HANDLE O~ TEE EXTE~T Of ~~L~UtRItIJN, AND WILL 

EXCR'N~~ CABL1S ~ITH T~£ BUR~AU fO REFI~E BE~CRMAR~S 
AFTER TP~ ~URVFY IS COMPLETFD. 

iHF MIS~IG~ DIRECTCR ADDED TH~T SUBSTANTIAL SUPPORT TO 
SOCIAL SERVICES IS BEINJ PROVIDED rBRJU3~ DA AND LOCAL 
CURPENCY, fUT LOC~l CUER~NCY ASSISTANCE IS NOT PART OF 
T F ::: NOR I~U I \J F' ') R M P. T TON FT 0 ~~ 'i' 0 T r; C H ~ I :: U: :) F FIe E S PJ T ti E 
fUFFAU. TT i~S AGR~ED T~AT ~[TUAL E~FCETS ~CUlD B~ MADE 
':0 IM?RO\'r C01"r.!j~nCATION PETNrErJ THE LAC TECHNICAL 
C:r'FIC~F.S At-;D USA ID/DH. COUr-JTr:qP~.R'r3. 'Iff' MISSION A}REED 
TO HtVIE~ IN MORE DFPT~ THE ~TATUS OF TEf RF~UIKEMENTS 
FJR I~MUN!ZATION I~ THE D~MINICAN ~FPUBLIC. IF MORE 
NE~DS TO GE DCNE, TH~ ~I5SIC~ DIRE:TCR ~XPRESSED 
~lLLINGNESS TO FIND ~AYS TO SUPPORr SUCH EFFORTS THROU1H 
.A.IDh' OJ? USA.ID ,\SSISTA'JCE TO P,A.H'J ,)R JTC:~R DONOa 
AGENCIi~, f,S LONG AS ~O f,DDI'I'IONAL MANAGnlJ:.NT UNIT IS 
AD~ED T0 T~i '1ISSION'S PORTFOLIO, N1R ADDITIONAL 
FINANCIAL AND PERSONNEL BURDENS PL~CED ON THE MINISTRY 
OF HEH·TE. \. 

THE ~ISSION DIRiCTOR CLARIFIED TFAr UN~FR THE PHOPOSED 
SELF-FINAN8I~~ qE~LTH SEkVICES PROJECT, ASSISTANCE ro A 
U. S. H!.:A IT P i".A HIT r:~ AN CE OIi:; A NT ZA 1'1 ON (H~,O) 'WG ULD EE 
lI~IT~J TO FUNDING FOR A FEASIBILlry STUDY O~ 
ESTABLISHING A U.S. STYLE HMC IN rHE DO~INICAN 
HEPUBLIC. THE HEVIEi CHAIRMfN P8INTED OCT THAT THE 
PROPOSED PROJTCT IS A ~AJOR I~NOVArION FOR THIS BUREAU, 
AND WILL BY FOILOWiD ~ITH 3BEAT INrrRiST AS A POSSIBlE 
rODIL. THE HEVIf~ ALSO NOTED THAT THE ~ISSIO~ HAD 
SHIFTin ITS PCRTFOLIO AN0 LOCAL CURRENCY PROGRAMMING TO 

UNctr..";SIFliirD STATE 1~12~4/02 c\\ 
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MF.FT C4'IID SURVIV~.L CO'IC?RNS. IT iI~S ~~~~ED THAT 
USAID/DR ~ILL FINA~CE A rny ?JR rHE CRIFF, LAC/DH/H~, ra 
RFVIEiI TU~ ~IssICN'S H2ALTH SECTJR 'CTIVITI~S, AND TJ 
HELP IDE~TIFY ANY AREAS THAT ~I~HT NEED GKEATER 
ATTFNTION OR IMPROVED TAH}ETIN}. 

7. ErUCATiO~ - THE MISSIO~ DIRE:TOK EXPLAIN£D THAT 
L0r~L CU~RE\SY SUP peRT (:UL0 3E PRJvIil~D TC THF IilB 
PRIf'~A~Y EJI;C.A.'II()~ PttO}.'tAi" IF TEE IDB ANI. TRE :;ODa A~REED 
'TO INCrUJ~ ~UA.LIT,{ A.~Ji) ~A"'A}2M~Nr I'1PR:)VEME'JTS, 1"1 
~DDITIJ~ T~ TP~ INCE?ASED AC~~SS CO~PC~FNT NC~ INCLUDED 
IN T~r PRO~RA~. A3SDYrN~ r~~VEI FU"'DS AnI AVAILAdLE, 
LAC/DR ~TLL F!NANC~ A fDr Fen ~ LAC/DR/EST OFFIC~R rc 
UPDATE r~c BUR~'C INFORM~TI8~ ON THE MISSIO\J'S RUMA\J 
RrSOURC~S DEViLOPMENT PrlO~RAM. 

~ • DEL EGA T I 0 t\ S .• THE l'i ISS I C N..Dl ~I 0 R IS A l] '1' a QR I ~E1L..LO 
~.PPH()VE TIfX F_:)LL2~n_~'} _ FY 37 PIDS !\r~D ?PS: 

(1) COMt~HCISL FAR~!~Q_~JSTE~S; (2) S~LF-FI~ANCIN; 
EE~LT~ S~RVICF5; A~n :3) SUiAi DIVER5I?ICA~IJ~. 
RO~EVER, T~IS ACT~CRI7ATICN IS CC~rIN~?~T UPC~ TR£ 
F~LLO~r~~: (1) :2EDIT ACTIVITIES A~f AD~INISTERED 
Tf1RCUr:::: TrI 7 CFNTn,~.L ~AN<;" EtEJISCO(TNr MS'Cr:c\tns:,,; ,ft.NO (2) 
FI~A~CI'L ~Rq~~~F~~~TS ~~E C~~SIS~~NT ~ITq T?F 
GUIDfLI~F~ ON TERMS Ci AID. TH~ FY 88 NEW ST~aTS WILL 
EE INCLUDED I~ T~~ CP ~Oh BUDG~TAHY PU~PJS~S, AND 
DILE~'TION OF PIDS WILL ~E 80NSIDEQED At N~XT Y£AR'S 
FlEVIF), • 

9. PIPELI~E - THE REVIE~ DISCUSSED THE SLJW R~TE OF 
PO~T70t!~ lI~rInATI0~ I~ FYS H4-35, AND OU~STIONED 
,~gET~?~ Ta~ ~CTIa~ PLA~ TAR1~TS fOR SUd~T'~TIAL 
DISBUR5F~?~TS ~~Er RRALISTIC. THE TARGYT FOR FI 36 IS 
DIs?rHSI~F~T ~F DOLS j4 YILLIO~. IH~ ~ISSI~~ DI~ECTOR 
S H. l' B D T U A r ft. L T R :) U -;. H I) N L Y D t') ki 9 ~ ILL I 0 '.J H ft. D BEE ~ 
DIS]URSEJ IN IH~ FIHsr ~fLF OF ~y 36, HE ~AS CONFIJENr 
TPAT D0IS 25 ~ILlIJ~ ~0ULD DIS3URSF EE~OH~ T~F E~D ~F FY 

UNCLAS SF.CrrON 33 OF t~ STATE 1~12~4 

86 TO rlE".:TTHF TAR}ET. liE ALSC EXPLAIN1D THAT THE FY 
87-~e TA~~ETS, ~~ILE A~BITIOUS, CI)ULD Bi ~EACHED. 

10. STAFFING - THE HBlIE~ STRESSED IHAT, WHILE USDH 
CEILrN~~ FOR r~E ACTIO~ PL!N PFRIOD AR~ UNC~KTAIN, IT IS 
ViRY UNII~£LY ~HAT T~~ R1QUFST~D ADDITIONAL POSITION FOh 
FY eq CAN 3E ALLOWED. 

11. OPEHATIN~ EXPENSES - IN VIF~ OF £Xp~CrED 
AGFN:Y-WID~ OE CO~3TR'INTS DURIN~ TH? ACTIJ~ PLA~ 
PEp leD , ! l' I S V N L I \ E 1. Y T ~ A T HI f: M I 3 S ION ;H L I F. E'f~ F. I V F' r H E 
OE DO!'LA.R FU~D2D L~H'L~ IT I~ f{nU~S'!'I·~:;. TYE '11SSI:)~1 
E:=CJID PLM;'I}~Ir~s'I tt,"P:LS ~!~I[t.fi rc 'ri-.r: YY ~:>:;:;.: 
!iOLLAR :;'C"!)ED 1UD,}FT. J,'t:lTE)UF.D 
ET 

UNCLASSIFIED 
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ANNEX B-2 

AGENCY FOR INTERNATIONAL DEVELOPMENT 
WASHINGTON. 0 C 20523 

LAC/DR-IEE-87-04 

ENVIRONMENTAL THRESHOLD DECISION 

Project Location 

~roject Titl~ 
and Number 

Funding 

Life of Project 

IE~ Prepared £y 

Recommended Threshold Decision 

Bureau Threshold Decision 

Comments 

Copy to 

Copy to 

Copy to 

Copy to 

Copy to 

Dominican Republic 

Commercial Farming Systems 
517-0214 

$4 million grant 
$10 million grant 

5 yedrs 

Erhardt Rupprecht 
USAID/Dominican Republic 

Negative determination 

Concur with Recommendation 

None 

Henry Bassford, Director, Director 
USAID/Dorninican Republic 

LAC/DR/CAR, Eric Zallman 

LAC/DR/CAR, Tony Velasquez 

USAID, Port-au-Prince, Jim Talbot 

lEE File 

Da te DEC I 9 1006 
~/ 

James s. Hes ter 
Chief Environmental Officer 
Bureau fo: Latin America 

and the Caribbean 



Project Location 

Project Ti:.:le 

Funding 

Life of Project 

lEE prepared by 

ANNEX II 

COMMERCIAL FARMING SYSTEMS PIn 

Initial Environmental Examination 

Date 

Dominican Republic. 

Commercial Farming 
Systems 

$4 million grant 
$10 million loan 

5 years 

Erhardt Rupprecht, 
OSAID/DR 
Agricultural and Rural 
Development Division 

Environmental Action Recommend, Negative Determination 

c . 
William Smith 

Chief Engineer, USAID/DR and 
Mission Environmental Officer 

Concurrence: 



I. EXAMINATION OF NATURE, SCOPE, AND MAGNITUDE OF ENVIRONMENTAL IMPACTS 

Environmental Impacts from this project would be minimal. The 
Project proposes to support rural financial service activities which will 
expand agribusiness/out grower relationshipo for the production of 
non-traditional export and rotation crops. As per Section 216.2(c)(2) 
categorical exclusions, AID's environmental regulations are generally not 
required for projects with intermediate credit institutions when AID does 
not review and approve individual subloans. The experience thus far 
under the Agribusiness Loan is that agribusinesses exporting to the U. S. 
are extremely careful to comply with U. S. pesticide use and application 
requirements because of the potential closure of export markets. In 
addition, because the collateral fund mechanism will involve the same 
institutions involved in our Agribusiness Promotion Loan, FIDE and 
approved private corranercial and development banks, we will use the same 
procedure to insure that adverse environmental impacts do not occur. 
That procedure, which is operating effectively, iuvolves a negative list 
of subprojecti which will not be eligible for financing under the 
program. Thus, unless USAID otherwise approves in writing and an 
environmental examination i8 conducted by qualified personnel, the 
borrower will coven~nt that AID loan funds will not be used for 
sub-projects involving peaticides, aevere chemical treatments such as 
tanneries, or extensive land clearing or =oad construction in hillside 
areas. AID loan funds will also not be used for financing of rotation 
crop inputs through the base-level rural financial institutions. 

With respect to the technology support services and development 
activities, these would utilize the services of experienced U. S. crop 
production specialists and technology packages which are acceptable under 
U. S. environmental regulations. The testing and use of chemical inputs 
would therefore be under careful supervision and in demonstration 
conditions. 

II. RECOMMENDATIONS FOR ENVIRONMENT ',L ACTION 

Based on the above examination of the project activities and the 
little or no environmental negative impuct expected, in conformance with 
22CFR Part 216, AID Environmental Procedures, it is recommended that a 
NEGATIVE DETERMINATION be approved for this Project. 



IMPACT IDENTIFICATION AND EVALUATION FORM 

Impact 
Identification 
and 1/ 
Evaluation 

Impact Areas and Sub-aress 

A. LAND USE 

1. Changing the character of the land through: 

2. 
3. 
4. 

a. Increasing the Population...................... N 
b. -~--Extracting Natural Resources................... N 
c. Land Clearing ...........................•..... . -~N--
d. Changing Soil Productive Capaci ty ..••••••••••.• --::N~-----
Altering Natural Defenses........................... N -....,..,,.--
Foreclosing Important Usea.......................... N -....,..,--Jeopardizing Man or His Works....................... N ----

B. WATER QUALITY 

1. Physical State of Water ••••.•••••••••••••••••••••••• 0 N 
-~--2. Chemical and Biological States...................... N 

J. Ecological Balance ................................. . ---N---
C. ATMOSPHERIC 

1. Air Ad d i t i ve s . . . . . . . " . . . . . . . . " . . . . • . • . • • • . . . . . . . . . . . N 
2. -~--Air Pollution........................................ N 
3. NoiBe Pollution .................................... . -~N"--

D. NATURAL RESOURCES 

1. 
2. 

Diversion, Altered Use of Water •••••••••••••••••••• '. N 
-~,.--

Irreversible, Inefficient Commitments............... N ----
E. CULTURAL 

1. 
2. 

Altering Physical Symbols........................... N 
--=:::---

Change of Cultural Traditions. .••••••••••••••••••••• N 

1/ N - No environmental impact. 
L - Little environmental impact. 
M - Moderate environmental impact. 
H - High environmental impact. 
U - Unknown environmental irupact. 

----, 



F. HEALTH 

1. 
2. 

Ch3nging a Natural Etl:viron:.:aent •••••••••••••••••••••• __ -:N~ __ 
Elimlnatlng an Ecosyetem ~lement.................... N -----

G. GENERAL 

1. Intern~tional IIlI.pacts............................... N 
2. Controversial Impacts ••.••••••••••••••••••••••••••.• ~-
3. Lct'ger Program rmpact:s.............................. N 



ANNEX C-l 

FUNDACION DE DESARROLLO AGROPECUARIO 

Senor 
Henry Bassford 
Director USAID 
Embajada de los Estados Unidos 
Ciudad 

Estimado senor Bassford: 

Mayo 5',1987 

--
Nos complace comunicarle que en fecha 16 de marzo de este 

ana un 0rupo de empresarios privados ligados al sector agropecua­
rio constituimos la Fundacion de Desarrollo Agropecuario, la cual 
fue incorporada mediante Decreto No. 205-87 del Poder Ejecutivo 
de fecha 17 de abril de 1987. La Fundacicin tendr~ como funcian 
principal el financiamiento de proyectos de investigaci6n y de 
transferencia de tecnologia que contribuyan al desarrollo de 
productos agropecuarios de exportaci6n y/o de sustitucion de 
importaciones. Los esfuerzos de la Fundaci6n complementarian las 
actividades cientificas de los sectores publico y privado. 

Sabemos que la USAID esta consciente de la necesidad que 
L~t=nt:= .:1 pais de completar su sistema de investigacion agropecua­
ria, sobre todo en las universidades y el sector privado y, en 
tal sentido, solicitamos el respaldo financiero de USAID a los 
prupositos de esta Fundacion. 

Creemos que la mejor forma de asegurar el financiamiento 
necesario a largo plazo para cubrir los costos operacionales de 
la Fundacion y el financiamiento de los proyectos de investiga­
cion a terceros seria con el producido de inversiones de un fonda 
patrimonial (endowment) de la Fundacion. Para 1a constituci6n de 
Ese fondo, deseamos solicitar, por su intermedio, a la USAID una 
donacian de RD$lS,OOO,OOO.OO. Como contrapartlda la Fundacian se 
propone lograr aportes nasta la suma de RD$3,700,OOO.OO en tres 
anos. En vista de que en los primeros dos anos de la Fundacion 
los intereses generados por el fondo patrimonial no ser~n sufi­
cientes para cubrir los gastos operativos y el inicio de trabajos 
cientificos, Ie solicitamos, igualmente, una donacian suplementa­
ria de US$2,600,OOO.00, que nos permitiria comenzar a operar en 
breve tiempo. 

http:US$2,600,000.00
http:RD$3,700,000.00
http:RD$15,000,000.00


Agradecidos por su amable atenci6n, quedamos a su 
disposicion para ampliar con cualquier explicaci6n adicional que 
ustedes pudieran necesitar. 

Le saludan mu tentamente 

Anexo: Copia Estatutos de lu Fundacion 

/_ .. 17: .. ~ p7 

~r~g, F 

lng. Mario J. C rera M. 
Secreta rio 
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U. S. AID MISSION TO DOMINICAN REPUBLIC 
AMERICAN EMBASSY, P. O. Box 22201 

SANTO DOMINGO. DOMINICAN REPUBLIC 

1 2 JUN. 19H/ 

ANNEX C/2 

FOR U. S. CORRESPONDENTS: 
U. S. AID MISSION 
APO MIAMI 34041-0008 

. Estimado Ing .. Caram: . 

El prop6sito de la presente es de expresar nuestro acuerdo sobre el 
financiamen,to de la contrapartida para el Proyecto de Sistemas Agrf 
Comerciales (517-0214). 

Coincidimos en la necesidad de apoyar 1a agricu1tura comercial del ~afs, 
que abarca cultivos para 1a exportaci6n y otros de sustituci6n de 
impor~aciones, especialmente los cultivos no tradicionales. Este 
proyecto va a tratar dos factores c1aves que estan 1imitando el contfnuo 
crecimiento del sistema d~ producci6n de productos no tradicionales, que 
son las imperfecciones de los mercados financieros que sirven a 1a 
agricultura, y el inauficiente desarrollo tecno16gico que adapte 
variedades de mayor rendimiento a las condiciones locales y para proteger 
los cultivos contra las plagas. Estos factores limitan la real~~aci6n 
del potencial de captaci6n de divisas del sector, y limitan lo~ 
beneficios de los productores mas pequeffos ligados a la agroindustria con 
mercados fijos. 

El Proyecto de Sistemas Agrfcolas Comerciales tendra dos componentes 0 

programas para tratar es~os factores. El componente Servicios 
Financieros Rurales continuara y ampliara las actividades desarrolladas 
por el Banco Central bajo el Proyecto Movilhaci6n de .Ahorro!:! Rurales. 

Ademas de continuar la asistencia tecnica al BAGRICOLA en las areas de' 
movilizaci6n de ahorros y polfticas bancarias, se pretende fortalecer un 
total de 31 cooperativas de credito. El mismo componente proporcionara 
fondos de prestamos mediante el mecanisme del Banco Central establecido 
para el Proyecto de Fomento de la Agroecpresa. Estos fondos seran 
canalizados a traves de los bancos privados participantes para 
sub-prestamos dirigidos a las agroindustrias que obtienen una porci6n 
significativa de su producto a traves de contratos con agricultores de 
pequeffa y mediana escala. 

E1 segundo componente, Desarrollo y Apoyo para 1a Tecnologfa Agrfcola, 
fortalecera la capacidad del sector privado de responder rapidaruente a 
los requerimient08 de investigaci6n y desarrollo a corto y mediano plazo 
del sistema de producci6n no tradicional. El proyecto apoyara la 

Ing. Guillermo Carom 
Secr~tario Tecnico de la Presidencia 
Palacio Nacional 
Santo Domingo, D.N. 
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creaci6n de una hase ue investigaci6n privada cuyo prop6sito es de 
financiar investigac.iones de alta c.1Udad a especificaci6n del usuario en 
tales ~rells como pruebas de variedad y control de plagas, de manera qu r 

utilice efectiv:lml'nt!' los talentos e instal.1ciones existentes en el 
sistema de inveGt.l?,:1ci6n del CORD, las universid.1des, firmas de 
consultorfa priV,ld<l~; y 'lgroqufmiC::1s, y las agt"olndllstri3s mayores. E1 
proyecto financ.iilrfi parte de los costos tniciales de 1.1 Fund3ci6n de 
Desarrollo Agropl'l:uario, l,ll1cnt:lr:i un rundo palrimo!lia1 y proporcionar~ 
adiestralllll'nlo pilrd invest j.p,adol~e~~ c1ilve~;. 

Los component .•. 's dl.' I pro;!l'cto ~;c' II.C'V;tLII1 iI l:ilbo por las siguientes 
inslituci()I1C'~; d(lllllili(::ill:I~; <111(' han Jli1rticlpado en 1.1 c1.ab0racion del plan 
del proyc(:to. El CUillj)()l1C'llCI' de I()~; SI'cvi.cios Final1ceros !turales 
financiildo pOl' 1111:1 dlli1acil)ll s~r;'l llevildo a cabo £lor 1<1 Oficlna de 
Hvviliz:lciol1 d,' ;\hI]J'r()~; lZllr,lL('~; (t-iAfO <1,,1 B~IIlC() Central, la cual esta 
ejecutnnd il "L F I"()Y('C l,,! (it: (!cw iii 1.;1(' ion dC' Ailorros Rurales, y e I prestamo 
de creditu :li'J,)indw;ULd '~('r:l c:lnill iZ:ldo :1 !loaves del Fondo de 
Desan"ollo EC()IlCimicu (FLUE) d('! B:11ICl) i:entr:l1, llttlLzanlio el mecanismo 
establecido Pill',} <,.I FOll,j() dl' F(lllwllto dv la Agropmprc;sa. E1 componente de 
desarrollo L,.'c"r)l(,:.~L<:', ~;I·r[i· ('j~"~l1L:ldo por lIIla doniicton <1 1.<1 fundacion 
arriba 1~(:1lc:j()11;)IL1, qUl' il:1 sid(, ('"rahL(·cid.l por micmi>r,)f' deJ Consejo 
Nacional di_' 11()l\Ihl"i.~~; dr' 1':1i11'rl.'~;il (CNI!I~). 

E1 Prnypct() ~tl: ~~i;;LL·[Tl:l: l\grrC()l,l~; C()mLlrci~:ilc~s tendril un presupuesto total 
de US~~2B.'i] IIlLl.J()lll·;;, ",~ I'l~; 1:11:1!'1:; Ii! A.!.ll. pstil dispuesrl1 a finl1nciar 
lJS$lO,OO(),OO!) 1.'[1 fond.);;!" pr(.;;, :lI1l') , y lIS$/I,7SD,OUU en fondos de donacion 
(lfS:t:.~,115,()(){) de:~Ljll.l'I[):;;l I[)~; S,,[vicios Financiero8 Rurales, y 
U~;:t2 ,63 c),OI)U lk,;,til1.l:I,lc; ,i} 1;1 Flll1d,l(:iull ,Il~ !)r'silrrul1o AGro;)ecuario). 

Por oleo J;,d<;. ~;i.: ,;oli,_:iLa 'ill(' e! (;Ilhi('rno de la I{eplibllca Dominicl1na se 
cOmpl-Ol1ll't,} :1 '\1,,))':1( c'·;L,~ pro)'I"'.\U COil rondos de cOIltrapartida 
prOVCnil'llLC"i riel I'rO[;LlIn;1 de PI, !lilO 'I'i t ul () 1 qilC consistirfa en 
RD:~6, l53,O()() Pd[i: 1.1 IH'il:in:1 dp ;10v iii 7,:lcion de ,\iIorros Rurales (aparte 
de contribllCiolll'S (;11 c~;p('cle lh'l B:111CO, COillO oficinas, etc.), 1a suma de 
RD$7 ,5UO,OOO d[~ conli",ql<1rtida ill pr6~;L:lmo .11 FIDE, Y del Programa pLlra la 
Expansioll del SeClor Privado Empresari.11 (ICC) c1 monto de R[l~il5,OOO,OOO 
para establecer un fOIldo piJtrimoT1ial. para ia FUIldaci6n de Desarrollo 
Agricola. Tcnemos cntendido 'llle 1,dS empresas e individuos miembros de 
dicha Fundacion se han cornproiilctido it contribuir al fondo patrimonial 1a 
suma de RD$3,~90,OOO, y que los Ingresos del fnndo apoyar~n los costos 
operacionales 'j de las investiga(~ioncs por 1111 monto estimado de 
RD$9,OOO,OOO. 

http:US$28.53


-3-

Para formalizar nuestro acuerdo sobre esta forma de financiamiento de Is 
contrapartlda, sfrvase flrmar los dos originales de esta carta y devolver 
u~ original a Id AID. 

lng. Guillermo Caram 
Secreta rio Tecnico de la Presidencia 

Fecha 



SC(2) - PROJECT CHECKLIST 
CONHERCIAL FARMING SYSTEMS 

Listed belou are statutory criteria applicable 
to project~. This section is divided into two 
parts. Part A includes criteria appli~able to 
all proj~cts. Part B applies to projects tunded 
from sp/deif ic sources only: B (1) appl ies to all', 
projects funded with Development ASGistance; 
B(2} dpplies to projec~6 fundeC from Development 
Assiotance loans; and B(3) applies to projects 
fun Jed from ESF. 

CROSS REFERENCES: IS COUNTRY CHECKLIST UP TO 
DATE? HAS STANDARD ITEM 
CHECKLIST BEEN REVIEWED FOR 
'l'HI S PROJECT? 

A. GENERAL CRITERIA FOR PROJECT 

1, FY 1987 Continuing Resolution Sec. 523; 
FAA Sec. 634A. Describe ho~ 
authorization and appropriations 
committees of Senate and House have 
been or will be notitied concerning 
the project. 

2. FAA Sec. 61l(a) (l). Prior to obligation 
in excess of $~OO,OOO, will there be 
(a) engineerin~, financial or other plans 
necessary to carxy out thb assistance, 
and (b) a reasonably firm estimate of the 
COGt to the U.S, of the assistance? 

3 • FAA Sec. 611 ( a ) ( 2 ) • I fie 9 i 61 at i ve 
action is required within rocipient 
country, what is basis for reasonable 
expectation ·that such action will be 
completed in ti~e to permit orderly 
accomplishment of purpc&e of the 
a'l3 G i stance? 

4. FAA Sec. 611(b); FY 1987 Continuing 
Resolution Sec. 501. If project is for 
water or water-related land resource 
construction, have benefits and costs 
been computed to the extent practicable 
in accordance with the principles, 
standards, and procedures established 
pursuant to the Water Resources Planning 
Act (42 U.S.C. 1962, ~ ~.)? (See 
A.I.D. Handbook 3 for yuidelines.) 

ANNEX D 

Page ! of 10 

A congressicnal notification on 
the proj ec t was sen t to the Hi II 
on May 27, 1987 by AID. 

Yes, such plans have b~en 
developed. 

No new legislation is required 

N.A. 



5. FAA Sec. oll(e}. If project is capital 
assistance (~, construction), and 
total U.S. assistance for it will exceed 
$1 million, has Mission pirector 
certified and Regional Assistant 
Administrator taken into consideration 
the country's capability effectively to 
maintain and utilize the project? 

6. FAA Sec. 209. Is project susceptible to 
execution as part of r~gional or 
multilateral project? If so, why is 
project not so execl1ted'? Information and 
conclusion uhether assistance will 
encourage regionul d9velopment programs. 

7. FAA Sec. 601(at, Information and 
conclusions on Hhetller projects will 
encourage efforts of the country to: 
(a) increase the flow of international 
trade; (b) foster private initiative and 
competition; (c) encourage development 
and use of cooperatives, credit unions, 
and 6~vings and loan associations; 
(a) discourage monopolistic practices; 
Co) improve technical efficiency of 
indu6tIj, agriculturo and commer~e; and 
(l) strengthen free labor unioDs. 

8 . .f AA Sec. 6 0 1 UD. . I n for mat ion a I~ d 
conclusions on how project will encourage 
u.s. private trade and investment abroad 
and encourage private U.S. participation 
in foreign assistance programs (including 
use of private trade channels and the 
services of U.S. private enterprise). 

9. FAA Secs. 612(b), 63~. Describe steps 
taken to assure that. to the maximum 
extent possible, the country is 
contributing local currencies to meet the 
cost of contractual and other services, 
and foreign cur~encies owned by the U.S. 
are utilized in lieu of dollars. 
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N.A. 

No, project is not sUHEptible to 
exeLution as part of a regional 
regional or multilateral 
proj ect. 

The projert will (a) assist to 
expand traoe in ago products 
with the U.S.,(b) foster private 
initiative in the agrobusiness 
and farming sectors as well as 
in the financi~ system of the 
cillrt:ry, (c) support such organi­
zations especially credit unions 
as part of project, and (e)impro­
ve such efficiencie~ especially 
in agroindustry and agriculture 
sectors. 

Project will s~pport the produc­
tion of non-traditional crops 
in the DR much of which will be 
exported to tle US using private 
trade channels in both the DR 
and US. Project will also 
finance services provided by US 
private enterprise. 

Local currency reSUlting from 
ESF PL-480 Title I programs have 
been programed by the Country 
in support of the project. 

10. fAA Sec. 612(d). Does t~e U.S. own No. 
excess foreign currency of the country 
and, if so, what arrangements have been 
made for its release? 



11. FY 1987 Continuing Resolutign Sec. 521. 
If assistance is ~or the production of 
any commodity for export, is the 
commodity likely to be ip surplus on 
world markets at the time the re~ulting 
pro~uctive capacity becomes operative, 
and is Guch ~Bsistance likely to caUGe 
substantial injury to U.S. producers of 
the 6a~e, similar or competing commodity? 

12. FY 1987 Continuing Resolution Sec. 558 
(as interpreted by conference report): 
If assistance is for agricultural 
development ~ctivities (specifically, any 
testing or breeding feasibility study, 
va~iety improvement or introduction, 
consultancy, publication. conferen~e, or 
traini.ng), are such activities (a) 
specifically and principally designed to 
increase agricultural exports by the hVut 
country to a connery other than the 
United States, where the export would 
lead to direct competition in that third 
country with exports of a similar 
commodity g~own or produced in the United 
States, and can the activities reasonably 
be expected to cause sUbstantial injury 
to U.S. exporterG of a similar 
agricultural commodity; or (b) in support 
of research that is intended primari~1 to 
benefit U.S. producers? 
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It is not expected that tile 
agricutural commodities to be 
produced as a result of the pro­
ject will be in surplus at the 
time of production ncr are the~e 

commodities likely to caus~ 
substantial :njury to U.S. 
producers. 

The agricultural development 
activities supported under the 
project are expected to result i 
exports primarily to the U.S. dOC 

these are not expected to cOllipet 
with U.S. producers. 

13. FY 1987 Continuinq Resolution Sec. 559. No. 
Wil::. the-assistance (exGept for programs 
in Caribbean Basin Initiative countries 
under U.S. Tariff Schedule "Section 807," 
which allo~G reduced tariffs on articles 
assembled abroad from U.S.-made 
components) be used directly to procure 
feasibility studies, prefeasibility 
studieb, or project profiles of potential 
investment in, or to assist the 
est~bli6hment of facilities specifically 
designed for, the manufacture for export 
to the United States or to third country 
markets in direct competition with U.S. 
exports, of textiles, apparel, footwear, 
handbags, flat goods (such as wallets or 
coin purses worn on the person), work 
gloves or leather wearing apparel? 



14. FAA Sec. 110(c~. Does the assistance 
comply with &he environmental procedures 
set forth in A.I.D. Regulation 16~ Does 
the assistance place a high priority on 
conser~ation ~nd su~tdinable IDdnagement 
of tropical forest3? Sgecifically, does 
the assistance. to ebe fullest extent 
feasible: (a) (::r.J:(Hlg Ule importance of 
conserving ana suD ;.:,d!ldbly managing 
forest rcsourcus; (b) support activities 
which off.(:::'~ ,;:n()i?:~cYi1.l('nt rH!d income 
altelnA~~ves to rhoDe who otherwise 
would c~uae dOSl u~tion 2nd 106s of 
for e r.; t s, ;l ; ~ .:J iv::i. P"; .J i.ll1 t i:i. e G identify 
and :i..mp7.:::lil,c·:rl i : .:l:;:::·IE\d_v'.~G to colonizing 
f 0 I: cst cd (J, r ~.:! 2\ f, ; ( c) G 1\ ~; P 0 r (; t r a i n i n g 
prograDE, e(luci.1tl()Xi.C·:;. (~ff:ortG, and the 
est a 9 1 i ii L ,c: c n i~ :) {' : ;i: 1: ,: n () t 11 (] n i n g 0 f 
ins\;:i.tut::.{»)1~· t·) 5.::1~!/o'fe forest 
manageiU':nt;:(l) .'.·u;}.p '_'nd ci(:st..ructive 
Blash·-and·-bi'rr· (!q.·.·,_,.~\1.Ltuu; by :3upporting 
6tabl(;,; 2':nCl P;':<;';(\'.'''':: i.'I:; r.:li:m])lg practices; 
(e) ;~cJ.r '.:O·:""C(;I~·VC ·~·OLei.i'(.6 '..,hich have not 
y E: t b!:, (: J) (: \" C .': L. (: c'. (~.> by ll(? 1 '1) 5. n f~ to inc rea s e 
pro due tic, r1 C,; n j,:: n c> :.; c'.]. )"(~ Zl (1 Y c 1 car e d 0 r 
degr~de(1; (::; cc'r:\:;'?:!:v0 forestr=d 
\J:l tcr G ber: S r::Llr} :: :i::)-:2.,bi 1 1. ta te those whi ch 
have been 60fo[eGc~~; (g) support 
t r a i n i n q, i: 'c~ f: ~; i::.: Gil. .J n d () t: her a c: t ion s 
which !.F:i.:d tc cU'.:ti·:.i.<!o;):J_F2 and more 
envi r OlHue '1 t.:~ 11.:/ I:~ ound p.t: act i ce s for 
timber h,::rv;~s',:.inr,j .. J:.:Giilo'Jal, and 
procesGing: (h) cupport research to 
expand ;;no l 'J10dgo o:i: u:opical forests 
and identi'ty 21U;)::r.atives l.;.'l1ich will 
prevent io~es~ dOG~ruction. 106S, or 
degradation; (i) conserve biological 
diversity in forest areas by supporting 
efforts to identify. establibh, and 
maintain a representative network of 
protected tropical forest ecosystems 
on a worldwide basis, by making the 
establishment of protected areas a 
condition of suppor.t for activities 
involving forest clearance or 
degradation. and by helping to identify 
tropical forest ecosystems and species 
in need of prot~ction and establish and 
maintain appropriate protected areas; 
(j) seek to increase the awareness of 

.t'age 4 ot IU 

Yes, the projec~ howeve~ is not 
designed to provide assistance 
in the area of conservation and 
sustainable management of 
tropical forests. 

http:duc'tve.dI


u.s. government agencies and other donors 
of the immediate and long-term value of 
tropical forests; and (k) utilize the 
resources and abilities of all relevant 
U.S. government agencieri? 

15. FAA Sec. 119(g}(4}~. Will the 
assistance (al support training and 
education efforts which improve the 
capacity of recipient countries to 
prevent lOBS of biological diversity; 
(b) b~ provided under a long-term 
agreement in which the recipient country 
agrees to protect ecosystems or oth~r 
wildlife habitats; (el support efforts 
to identify and survey ecosystems in 
recipient countries worthy of 
protection; or (d) by any direct or 
indirect means significantly de~~ade 
national parks o~ similar protected areas 
or introduce exotic piants or animals 
into such areas? 
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The project is not designed to 
provide assitance in any of 
these areas. 

16. FAA 121 Cd). If a Sahel project. has a N.A. 
determination been made that the host 
government has an adequate sysem for 
accounting for and controlling receipt 
and expenditure of project funds (either 
dollars or local currency generated 
therefrom)? 

17. FY 1987 Continuing Resolution Sec. 532. No. 
Is disbursement of the assistance 
conditioned solely on the basis of the 
policies of any multilateral in6titution? 

FUNDING CRITERIA FOR PROJECT 

1. Development Assistan~e Project Criteria 

a. FAA Secs. 102(b)' 111. 113, 281(a). 
Describe extent to which activity 
will (a) effectively involve the poor 
in development by extending access to 
economy at local level. increasing 
labor-intensive production and the 
use of appropriate technology. 
dispersing investment from cities 
to small towns and rural areas, and 

The project is designed to assisl 
rural farmers to employ app­
ropriate production technology 
as well as capture savings and 
make loans in the rural areas 
of the country thereby dispersin~ 
investment to smaller towns and 
rural areas. 



b. 

c. 

d. 

e. 

insuring wide participation of the poor 
in the benefits of development on a 
sustained basis, using appropriate u.s. 
institutions; (b) help dev~lop 
cooperatives, especially. by technical 
assistance, to assist rural and urban 
poor to help themselves toward better 
life. and otherwise encourage democratic. 
private and local governmental 
institutions; (c) support the self-help 
efforts of developing countries: (d) 
promote the participation of women in the 
national economies of developing 
countries and the improvement of women's 
status; and (e) utilize and encourage 
regional cooperation by developing 
countries. 

FAA Secs. 103, l03A. 104, 105, 106, 
120-21. Does the project fit the 
criteria for the source of funds 
(functional account) being used? 

FAA Sec. 107. Is emphas i s placed on use 
of appropriate technology (~elatively 
smaller, cost-saving, labor-using 
technologies that are generally most 
appropriate for the small farms, small 
businesses. and small incomes of the 
poor)? 

FAA Secs. 110, 124{d). \<Hl1 the 
recipient country provide at least 
25 percent of the costs of the program, 
project, or activity with respect to whch 
the assistance is to be furnished (or is 
the latter cost-sharing requirement being 
waived for a "relatively least developed" 
country)? 

FAA Sec. 128(b). If the activity 
attempts to increase the institutional 
capabilities of private organizations or 
the government of the country, or if it 
attempts to stimulate scientific and 
technological reGearch, has it been 
designed and will it be monitored to 
ensure that the ultimate beneficiaries 
are the poor majority? 
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Yes. 

Yes. 

Yes, this country is providing 
approximately 48% of total 
project costs. 

Yes. 



f. FAA Sec. 2Bl(b). Describe extent to 
which program recognizes the particular 
needs, desires. and capacities of the 
people of the country; utilizes the 
country's intellectual resources to 
encourage institutional deve10pment; and 
supports civil education and trCL ling in 
skills required for effective 
participation in governmental processes . 
essential to self-government. 

g. FY 1987 Continuina Resolution Sec. 540. 
Are any of the funds to be used for the 
performance of abortions as a method of 
family planning or ~o motivate or coerce 
any person to practice abortions? 

Are any of the funds to be used to pay 
for the performance of Involuntary 
sterilization as a method of family 
planning or to coerce or provide any 
financial incentive to any person to 
undergo Gterilizations? 

Are any of the funds to be used to pay 
for any biomedical research which 
relates, in whole or in part, to methods 
of, or. the performance of, abortions or 
involuntary 5t~rilization as a means of 
family planning? 
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The project is designed t,. i>ddress 
the agricul tural credit cluj L~.:h­

no logy needs of the people (-i" t.he 
country as well as their f~ .... _!~(ial 
serv ices needs. L twill :J J: 
utilize ll)cal intelectuiJl 
resourct:!s to developan .I~~· '(ldtu­

ral research foundation and ~~ 

carry out agricultural reseur-. .>: 

activities. 

No. 

No. 

No. 

h. FY l~.ls..ontinuing Resolution. Is the No. 
assistance being made available to any 
organization or program which has been 
determined to Gupport or participate in 
the management of ~ program of coercive 
abortion or involuntary sterilization? 

If a6sistance is from the population N.A. 
functional account, are any of the funds 
to be made available to voluntary family 
planning projects which do not offer, 
either directly or through referral to or 
information about access to, a broad 
range of family planning methods and 
services? 

i . fAA Sec. 6 0 1 { 'u . !-l i 11 the pro j e c t Yes. 
utilize competitive selection procedures 
for the awarding of contracts, except 
where applicable procurement rules allow 
otherwise? 



j . 

k. 

1. 

In. 

FY 1987 Continuing Resolution. How much 
of the funds will be available only for 
activities of economically and socially 
disadvantaged enterprises, historically 
black colleges and universities, and 
private and voluntary organizations which 
are controlled by individuals who are 
black Americans: Hispanic Americans, or 
Native Americans. or who are economically 
or socially disadvantaged (including 
tvomen) ? 

FAA Sec. 118 (~Ulll. If the assistance 
will support a program or project 
significantly affecting tropical forests 
(including projects involving the 
planting of exotic plant species). will 
the program or. project (a) be based upon 
careful analysis of the alternatives 
available to achieve the best sustainable 
use of th(' Ln,d, and (b) take full 
account of the envirunmental impacts of 
the proposed activities on biological 
diversity? 

F A):L,~ e _9...:- 11}j.f_LD_:tl. ~,] j. lId S sis tan C e 
be used for Ca) the procurement or use 
of logging equipment. unless an 
envir.onmental asseSGment illdieatBs that 
all ti~ber harvesting operations involved 
wlll be conducted in an environmentally 
sound manner and that the proposed 
activjty will produce positive economic 
benefits and sustainable forest 
mil~agement systems; or (b) actions which 
6ig~ificantly degrade national parKS or 
similar protected areas which contain 
tropical forests, or introduce exotic 
plants or animals into such areas? 

FAA Sec. 118(c)~. Will assistance be 
used for (a) activities which would 
result in the conversion of forest lands 
to the rearing of livestock: (b) the 
construction, upgrading. or maintenance 
of roads (including temporary haul roads 
for logging or other extractive 
industries) which pass through relatively 
undegraded forest lands; (c) the 
colonization of forest lands: or (d) the 
construction of dams or other water 
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Competitive selection procedures 
will be followed for all procure­
ment actions under the project. 
Economically and socially 
disadvantaged enterprises inclu­
ding those controlled by black, 
hispanic and native Americans 
will be encouraged to compete 
as prime or sub contractors. 

N.A. 

The project is not designed to 
do either of these things. 

The project is not designed to 
do any of these things. 



control structures which flood relatively 
undegr.aded forest lands, unless with 
respect to each such activity an 
environmental assessment indicates that 
the activity will contribute 
significantly and directly to improving 
the livelihood of the rural poor and will 
be conducted in an environmentally sound' 
manner which supports sustainable 
development? 

2. Development Assistance Project Criteria 
(Loans Only) 

a. FAA Sec. l22(b). Information and 
conclusion on capacity of the country to 
repay the loan at a reasonable rate of 
interest. 

b. FAA Sec. 620(d). If assistance is for 
any productive enterprise which will 
compete with U.S. enterprises, is there 
an agreement by the recipient cuuntry to 
prevent exp0rt to the U.S. of more than 
20 percent of the enterprise's annual 
production during the life of the loan, 
or has the requirement to enter into such 
an agreement been waived by th~ President 
because of a national aecurity interest? 

c. FY 1987 Continuing Resolution. If for a 
loan to a private sector institution from 
funds made available to carry out the 
provisions of FAA Sections 103 through 
106, will loan be provided, to the 
maximum extent practicable, at or near 
the prevailing interest rate paid on 
Treasury obligations of similar maturity 
at the time of obligating such funds? 

d. FAA Sec. 122(b). Does the activity 
give reasonable promise of assisting 
long-range plans and programs designed 
to develop economic resources and 
increase productive capacities? 

Page 9 of 10 

The GODR is current on a1; 
loan repayments to the USG 
There is no reason to bel ~<!: ';'; 

that this loan will not be 
repaid. 

N.A. Loans not for COlIstrucLiun 
or operation of a productive 
enterprise. 

N.A. Loan is not being made tc 
a private sector instituticd. 

Yes. 

,C\ 
" \ . 
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3. Economic Support Fund Project Criteri~ 

a. FAA Sec. 53l(a~. Will this assistal1ce N.A. 
promote economic and political 
stability? To the maximum extent 
feasibl~. is this assistance consistent 
with the policy directions. purposes. and 
pro9r.ams of Part I of the FAA? 

b. FAA Sec. 53l(e~. Will this assistance be N.A. 
used for military or paramilitary 
purposes? 

c. ISDCA of 1985 Sec. 207. Will ESF funds N.A. 
be used to finance the construction, 
operation o~ maintenance of. or the 
supplying of fuel for, a nuclear 
facility? If so, has the President 
certified that such country is a party to 
the Treaty on the Non-Proliferation of 
Nuclear We~pons or the Treaty for the 
Prohibition of Nuclear Weapons in Latin 
America (the "Treaty of Tlatelolco"). 
cooperates fully with the IAEA, and 
pursues nonproliferation policies 
consistent with those of the United 
States? 

d. FAA Sec. 609. If commodities are to be N.A. 
granted so that sale proceeds will accrue 
to the recipient country, have Special 
Account (counterpart) arrangements been 
made? 



ANNEX E 

CERTIFICATION PURSUANT TO 
Section 611 (e) of the 
FOREIGN AS SISTANCE ACT 

As amended 

I, Henry H. Bassford, the principal officer of the Agency for 

International Development in the Dominican Republic, do hereby certify 

that in my judgement, the Dominican Republic has both the financial 

capability and human resources to maintain and utilize effectively goods 

and services procured under the capital assistance project entitled 

Commercial Farming Systems. 

This judgement is based upon the record of implementation of 

A.I.D. financed projects in the Dominican Republic and the results of the 

consultations undertaken during intensive r.eview of this project. 

7 Date 

\lI\ 



LIS'l' OF COMM)Dl'rIES 

DESCRlPl'IOO QUANrITY UNIT OOST 

A. Rural Fin. lnst. Development 

1. 4WD Vehicles 3 17,500 

B. Ag. Tech. Dev. and Support 

1. <tID Vehicles 4 17,500 

2. Microcatlpl.ltersl 5 5,000 

3. Misc. Office Equip.2 10,000 

4. Office Furniture3 11 sets 27,500 

NOTES: 
1. 512K memory, 20Mb hard disk, printer: based on GSA Schedule 

'ro!'AL cosr 

52,500 

70,000 

25,000 

10,000 

27,500 

185,000 

2. Photocopier, typewriters, calculators: based on MGT Office estimate 
3. Desks, chairs, file cabinets: based on :·1:}·r Office estimate 



A:-'~EX G 

Commercial Farming Syst~ms Project - Illustrative Training Plan 

COMPONENT: Rural Financial Services 

TRAINING OBJECTIVES: 

Admin/Managem~nt: 

-To improve the administration and management of credit unions. 

-To improve the administration and management of BAGRICOL~ branch offices. 

-To establish the administration and management of the Credit Union Association. 

-To assure the proper management of the Stabilization/~eserve Fu~d. 

Technical: 

-To improve the technical expertise of BAGRICOLA and credit union bank managers. 

-To establish a training capacity within th~ Credit Union Associatior: that will assume the 

responsibility for training creJlt union mana6~rs and staff after the project ends. 

Course Content 
Credit union account~ng systems 
Preparation of balance sheets 
Profit and loss statements 
Interest rate margin analysis 
Loan portfolio mgt. and diversif. 
Liquidity management 
Marketing of services 
Investment policy 
Devel/Marketing services to cuts 
Loan portfolio management 

and savings mobil~zation 
Advanced banking and financial 

management 
Subtotal 

Course 

Ljngth 
2 T 2 days 

5 days 

2 weeks 

Course 
Location 
local 

INCAE :Ua::li 

Nominating 
Institution 
credit unions 

CU AssociC'tion 

BAGRICOLA 

BAGRICOLA 

Type of 
Trainee 
CU staff 

CUA staff 

BA staff 

Xanagers 

* BAGRICOLA trainee costs exclude local per diem and all others include lOt annual ~nf1ation rate. 

Nucber of 
Trainees 

160 
160 
160 
160 
160 
160 
160 

15 
15 

1000 

15 

2165 

Cost per * Total Cost 
Trainee (USS) Estiro.(US$) 

195 31,200 
135 31,200 
195 31,200 
195 31,200 
195 31,200 
195 31,200 
195 31,200 
195 2,920 
195 2,9~(I 

100 100,000 

4,125 61,875 

386,115 



A. .... ~EX G.2 
Co=ercial Farmin; Systems Project: - Illustrative Train!.ng Plan 

COMPONENT: Agricultural Technology Development and Support 

TRAINING OBJECTIVES: 
Admin/Management: 
-To improve the management of agricultural rc5earch on non-traditional crop5. 
-To improve the production manage:ne~t of non-traditional crops. 
Technical: 
-To increase the technical expertise of agricultural researchers. 
-To increase the technical knowledge of producers of non-traditional crops. 

Course Content 
Basic statistical and cxpcriment~l 

design/analysis for field crops 
Basic management techniqueS for 

fi~ld trials 
Observation/Training trip3 to 

NTC production areas 
Crop production technology se~inar 

Subtotal 

PROJECT TOTAL 

Course 
Length 
4 months 

3 weeks 

1 week 

Course 
Location 
local 

U.S.A., third 
countries 

local 

~ominating 

Institution 
Universities 
SEA, Agribus . .. 

It US$560,475 grant and US$324,240 counterpart equivalent in local currency. 

Type of Number of 
Trainee Trainees 
Researchers 60 

60 

Researchers, 90 
Producers 

Researchers 120 

330 

2495 

Cost per Total Cost 
Trainee (USS) Estim. (US$ 

2.0!'!!) 124,800 

2,080 124,800 

2,700 243,000 

50 6,000 

498,600 

884,715 It 

http:Traini.ng


A.\'NEX G.3 
Commercial Far:nin~ S;tstems Project - Illustrative Training Plan 

Projected Number of Training Courses Per Year 

TOTAL NO. TRAI~EES TOTAL NO. 
COMPONENT YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 COURSES PER COURSE TRAINEES 

Rural Financial Services 
Credit union accounting systems 2 1 2 1 2 8 20 160 
Preparation of balance sheets 2 1 2 1 2 8 20 160 
Profit and loss statements 2 1 2 1 2 8 20 160 
Interest rate margin analysis 2 1 2 i 2 8 20 160 
Loan portfolio mgt. and diversif. 2 1 2 1 2 8 20 160 
Liquidity management 2 1 2 1 2 8 20 160 
Marketing of s2rvices 2 1 2 1 2 8 20 160 
Investment policy 1 1 15 15 
Deve1/Marketif!g services to CUrs 1 1 15 15 
Loan portfolio management 

and savings mobilization 4 4 4 4 4 20 50 1,)00 
Advanced banking and financial 

management 1 1 1 1 1 5 3 15 

Subtotal 19 12 19 13 20 83 2165 

A~. Tech. Devlp. and SU220rt 
Basic statistical and experLnental 

design/analysis for field crops 1 1 1 1 4 15 60 
Basic management technique" for 

field trials 1 1 1 1 4 15 60 
Observation/Training trips to 

NTC production areas 1 2 2 2 2 9 10 90) 
Crop vroduction techrology seminar 1 1 1 1 4 30 120 

Subtotal 1 5 5 5 5 21 )30 

TOTAL 20 17 :4 18 25 104 2495 
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CCM1EOCI,l\L F7\R!'1ING SYS'l'~ 

11lustr;~ti ve .Scopes of ','Jork and r'..o!:its for Technk'llZ\ssistance 

1. Rural Financi~l Services 

Inng-Term .B.:ml<inq/Fimncial /-\rlvisor (54 person-months) 

A. Objective: 

To oversee the implement3.tion oE '111 activities developeJ under the 
Rural Finnl~i3.1 Services component of the project, and to advise/assist the 
t.>-ntral ihnk's implement'ltion unit in carrying out these activities. 

B. ~~ of Worl,:: 

'l'he 13.:mkinq/Financi'll Ihlvisor wi.ll work in the RurCll Savinqs 
Mobilization (R~1) Office locatei in the Central Bank. This individual will 
be respo:l.sible Eor the l,rnplem2nt'ltion of all project activities carried out by 
that Office. The advisor will work directly with the head of RSM office or 
the desi1nateJ counterpClrt pr0ject co:xdinator curl ''iill advise and assist that 
office to carry out the foLlotJing srecific duties an:1 responsibilities: 

c. Duties an(l i\espJt1sibi li ties: 

~]vise the Project ~oor1inltor in the operation of the credit 
union pnJqr'lm. 

,'\ssist in the rlevelopment of '·m operational nlan for 
strengthening the credit unions. 

Determ: ne sp(~cific technic'll3.ssist-ince requirements to the 
EAGRICOrJl\ and help ccx::>r'iimte the provision/delivery of that 
project ~l::;S i s t::ll1ce. 

I\.ssist in the determination of policy studies at the Central 
Bank Clnd develop a plan for conducting the stu1ies. 

Advise the RSt\1 and Credit Union ~-3sociation staffs in the 
management of the Administrative and Stabilization/Reserve funds. 

Qx)rdinate all short-term technical assistance to the RFS 
cornp:Jnent of the project. 



H.2 

D. Qualifications: 

The individual should possess an MBl\ with a ~oncentration in banking 
and/or finance or graduate degree in Economics with experience in wo~king with 
banking or credit union institutions. ~t least five years' experience working 
with credit unions and second-level c80perative organi7ations in Latin America 
is preferred. Knowledge of financial markets/banking a~1 finance, and 
experience in the operation of stabili~~tion/reserve funds is highly 
desirable. The individual should have ~n FSI R/s 3 level in Spani~1. 

E. Required Reports:_ 

The advisor will submit \:n thf'! USZ\ID project office an :mnual 
workplan ~ue within one month of bejinning \~rk, and yearly thereafter. This 
work plan will outline thP. objectives .~r!(1 ')oals of the coming year's work, anJ 
specific indicatnrs that will demonstrate whether these objectives are being 
achieve3. The advisor will urXlate this work statement semimnually to reflect 
changes in project management, or unforeseen problems or opportunities that 
arise that alter the work needs. At the end of each year's work, the advisor 
will submit to US~D a personal progress report that outlines the year's 
achievements in relation to the stated objectives and the srecific indicators, 
plus any other additional a.ccarnplishments achieved during the reporting period. 

The advisor will also be resPJnsible for providing a iraft semester 
report that describes the project status in terms of achievements towards 
overall project outputs hl{ 3.cti vi ty, problems encountered, strategies for 
overcoming problems, and actions to be taken in the coming sem(~ster. 

All reportf", submittE.><J. by the a<ivisor to USl\.ID must be in English. 

F. Assignment Perio:i: 

'l'he "Iork \.;i 11 connnence on/ aoout Octoher 1, 1987, arrl will he for a 
pericrl of 54 months. 

2. Agricultural Tec~ol?JY De,:,elopnent .1.nd Support 

A. Objective: 

The objective of this contract is to provide both l:)ng ;:url short-term 
technical assistance to the Agricultural Developnent Fourrlation in the form of 
a Senior Scientist Advisor arrl a number of shrxt-term technical advisors 
respectively. 
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B. Scope of Work: 

The long-term technical assist':lnce (54 pers-.'Jn-months) is to advise 
and assist the Foundation's Execlltive Director in the establishment and 
operation of :H1 agricultural rese,'lrch foundation, 3t1J.:l develop arui implement :l 

fruit and vegetable research progrc~. The short-term technica~ assistance (53 
person-rrol1ths) is directed ta.-lard (le::;i'}ning "1ru1 monitoring r'::search projects 
for specific crops; solving urgent crop production problems in a short period 
of time; 3nd oqaniz;ltion ()[ lc)(.:'al tr,-lining courses for agricultural 
researchers. 

c. Duti~s ;100 Responsibi lities!_ 

1. Senior 3cientist l\dvisor 

This long-teon advisor will have the folla.-ling specific tasks: 

Advise the Founjation Executive Director in the operation 
of th2 A,Jricultural Development Foundation. 

Assist the Executive Director and Foundation staff to 
develop ,1n initi''ll research prOJrCllll and annual revisions. 

Develop and implement a Long-term (4 Yi::'irs) fruit and 
vegetable rese'1rch prO:lrClffi. 

Provide technic;:].l critique of research proposals submitted 
to the Foun.c'htion [or fun·Hng. 

Assist in the prep;1ration of specific guidelines or 
criterirt [or c'oUo'y13tion approv:tl of research pro'[X)sals. 

Coordinate .'111 short-term technical as:::;istance provided to 
or thro\J']h the Foundation. 

Help set up observation/training trips to overseas crop 
pro-)uct ion aredS for researchers am (~JTowers. 

2. Short-'rerm Technical Advisors 

Provi:1e ready ~30lutions to sJ?8cific crop production 
problems on a quick turnaround basis. 

Assist and ,'ldvise as to sound technical design of research 
trials of specific crops. 
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Assist in the analysis of research results and suggest 
follo\v-on rcscllrch base·j on thos2 results. 

Advise as to the proper Il1rl.ll.aJement of fir~lrl tri;::tls. 

Organiz',~ Cityl conduct \:t.-K) loc'll tt':l.ining courses (given four 
times during LOP) for reseat"chers in experimental rlf.~sign 
;::tn1 ;:Hl;,1y~;is, ;::tnrl r(lim'lfJemcnt oE fiel-l research. 

D. Qualifications: 

The Scni{)( Sc'l:~nt~ ist·'\rlvisor Itrill rl<l.ve ;1 PhD in .it}ricultur'11 research 
with a sps'Ciclliz;1Lion ill h:;rticulture. At lei'\st five ye:'lrs experience in the 
rn.:magemcnt of3.n1g1~i,.;111Lur'11 n:'s(:'Tcch [olin ht: ion or oth{~l: rese'lrch fin.:l.ncing 
and supPJrt institution is requin.:.";l. t'\gricultl1G11 n~se'irch rel'1ted It/ork 
experi ence in i-'1t in l\mY ,: i :~,!, i. c-; : k~s ir,:ll) 1 ,'). I'!J;:, i. lllH V 1..111;1 L should h,"ive ;10 

FSIR/S ::l lew~l in S)'),:Tl i ~o:l. 

fhe qlHli i:ica l-_ i')I1'.:i nf: u,,~ ::jhort--'tc.cm ildvisors 'dill be determined by 
the Foundation st?t[i: :lld US\!:J) projcc:t of:f:icer ClS ll()(::,Je<l during the 
implement"]t ion oE tJ\? ::'C)~I'"Ct:, 

The '30.i1ior 3ci'~~)lti:;t~ C)(ivisor tf;,ll ,;l1bmit to the USJ\'ID proj'2ct office 
an armwl wo:Ckplcln due '.'Ii. tl'\in one month nf bcginnirq work, cmd then yearly 
thereaft~r. frll.c:; i'lork [11.:m i,'fiLl outl in0 t~l(~ obj~cti vos ,-Uy'l (Jo~ls of the 
comir,g year's \\','.)rk, and ,~pr=ci,i'ic inrlicritou:; that ,,-Jill oemonstr;1te whether 
th"~se c)h:.:;.,?ctiveS~Lrt? t)el:;'1 ;lchi"~vc:1. I'h(~ -,dvl~:;or '"'Iill 11~:xht0 this \..Jork 
statement semiannuiCllly to reElect chl.nqe::-, in projAct nn,:kiSleme.nt, or unforeseen 
problems or opportuniti?s tlvd: ariso t110.1: 'llter the "'lor::: nf~,Y1s. l\t the. em of 
eClCto. year's "/or}:, th.: ar\visl'X v:ill submit to [j,S:~In ;', rX~L'scnJl pL'CXJress rer:x:>rt 
that outlines the Y01r's ,:tchieven1?r1l:s in r':.~'j '1tinn to till': stclte:l obj~tives and 
the speci fic inr1ic,l.tors. plus (my r)l:h(~c ,c;,d-1i t iOI17j 1 ;lccompLi.shments 0.chieved 
during the report in'] pcLir;d. 

',The Sf~nior Sci~!ltist iCldvisor v.Ji II -'1150 r)2 resp:Jl1sible Eor ?rovidil1<] a 
dr'aft semester rep:Jrt tha.t describ.?s the project sti'ltus in terms of 
achievements to,.vclrJS overall project out[mts by activity, probl(~ms 
encountered, strategies for overcoming problems, '111'-1 act ions to be t;:tken in 
the coming semester. 

All reporr:.s sulJl:1i ttec1 by the advisor to the US/\.ID must be in English. 

All Ghort-term advisors will provide C:l. written report in English to 
the Foun..iation and the LJSAID as to the results of their work prior to 
departing the Dominican Republic. 

F. Assi3nment Period: 

'llie 'vlork will commence on/aoout October 1, 1937, and will be for a 
period of 54 rronths. 

(' , "\'/'\ 
\" ' 
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1\10 l."'UNDEO SHORr !'\NO LONG-'rERM T. A. cosrs 

A.. RURAL F1NAL\lC1AL SERVIl."'ES 

L.'r. 'r.A. 
Banking/Finance 
A1visor (54 P~I!) 

S.T. T.A. 
Banking/Finance (64 PI-.1) 
2nd Level Organization 
Cornruting/1nformation 

Banking Policy 
Specialist 
Sub-Total 

L.T. T.A. 

Senior Scientist (54 PM) 

s. T. 'r.1\ 

YRl 

92.5 

(4) 52 
(3) 39 
(1) 13 

(4) 52 
248.5 

YRl 

92.5 

Technical ,l\dvisors (5 ) 65.0 
(37 PM) 

COurse instructors (16 PH) 

SUI3-TOI'AL 157.5 

'D)rAf.J 406.0 

YR2 YRJ YR4 YR5 rorAL 

185 194.2 203.9 214.1 889.70 

(4) 54.4 (1) 57.2 (4) 60 (4) 62.8 286.4 
(2) 27.2 (2) 28.6 (3) 45 (4) 62.8 202.6 
(2) 27.2 (2) 28.6 (2) 30 ( 3) 47.1 145.9 

(4) 54.4 (4) 57.2 (4) 60 (4) 62.8 286.4 
348.2 365.8 398.9 449.6 181l.0 

YR2 YR3 YR4 YRS 'rarl\L 

185.0 194.2 203.9 214.1 889.7 

(8)108.8 (8) 114.4 (8) 120.0 (8) 125.6 533.8 

(4) 54.4 (4) 57.2 (4) 60.0 (4) 62.8 234.4 

348.2 365.8 383.9 402.5 1657.9 --
6%.4 731.6 782.8 852.1 3468.9 



ANNEX I 
Rural FinanciCl1 Services 
Counterp:trt Booget (RO$) 

LICilE l'r&'1S 'lEAR 1 YEl\R 2 YEAR 3 YEAR 4 YPAR 5 'lm'1l.L 

PERSONNEL 
Project Coordinator 36000 39600 43560 47916 52708 2197~~ 

Administrative Assistant 21600 23760 26136 28750 31625 131.871 
Bilingual Secretary 9600 10560 11616 12778 14055 58609 
Messenger/C~1uffeur 5640 6204 6825 7507 8258 34434 
Comruter Technician 10800 11880 13068 14375 15812 65935 
Accounting/Finance Technician 19200 21120 23232 25555 28111 117218 
Accountin<]/l"inance Technician 19200 21120 23232 25555 28111 117218 
Accounting/Finance Technician 19200 21120 23232 25555 28111 117218 
Accounting/Finance Technician 19200 21120 23232 25555 28111 117218 
Accounting/Finance Technician 19200 21120 23232 25555 28111 117218 
Subtotal 179640 191604 217365 239101 263013 1096723 

arHER PERSaWEL COSfS 
Thi:>:"teenth month (10~ An. Salary) 17964 19760 21736 23910 26301 109671 
Vacation (l\rmlE1 Salary/52 weeks) 3455 3800 4180 4598 5058 21091 
He::t1th/Life Insur. (4.95% Salary) 8893 9782 10760 11836 13020 54291 
Subtotal 30312 33342 36676 40344 44379 185053 

T')fAL PERSOi'I2mL 209952 230946 254041 279445 307392 1281"176 

OPERKfING COS'fS 
In-country Per diem 65280 71808 78989 86888 95577 398542 
Per diem for 3 Peace Corps Vol. 34560 38C16 41818 45999 50599 210992 
Vehicle Operation/~intenance 70000 77000 84700 93170 102487 427357 
Photocopier Maintenance 4800 5280 5808 6389 7028 29305 
Office t1ateria1s 10000 11000 12100 13310 14641 6105l 
Off. Equipment Maintenance/Repair 6600 7260 7986 8785 9663 40294 
Subtotal 191240 210364 231401 254541 279995 1167541 

RESEAOCH ACrIVI'rIES 167400 182100 198220 216000 236280 1000000 

l\Dt-lINISTAATETE U)AL'l FUL-1D 200000 235000 298000 232000 191700 1156700 

TRAINING SERVICES & DISSEMINArI~~ 
Crelit Union Training 140000 77000 158400 87120 191664 654184 
CD Association Training 8760 8760 17520 
Bl\J3RICOi..l\ Training 50000 55000 60500 66550 73205 305255 
Dissemination, Publications 40000 44000 48390 53250 58560 244200 
Subtotal 230000 176000 267290 215680 332189 1221159 



EXlUIPMENr 
One (1) 'I'ypewriter 
One (1) l11otocopier 
Two (2) Files 
One (1) E~ecutive C1air 
Two (2) Secretarial Chairs 
Six (6) Desk Calculators 
Three (3) Desks 
Subtotal 

Q)NTI~GENCY (5%) 

RD$ TOI'AL 
US$ TOI'AL 

Exchange Rate: US$l.00 = ROt 

2875 
23000 
1035 
400 
420 

2300 
2070 

32100 

51535 

1082227 
360742 

3.00 

1.2 

2875 
23000 
1035 

400 
420 

2300 
2070 

32100 

51721 62448 59883 67378 292964 

1086131 1311400 1257549 1414934 6152240 
362044 437133 419193 471645 2050747 



ANNEX J-l 

Rural Financial Services - Technical fuk~lysis 

1\. Denv:md and Supply for Financial Services in Run.l Areas 

1. Demar"l 

Comprehensive data on the level of demand for financial sel;vices in 
rural areas are not presently available. However, the GOmez studyli 
estimated the gap between f'Ot.entiai ctgn .. ':'.lltUl,:\l ;"H .. i\J,_'U~Ji1 CI"~iit derrand and 
supply at more than RD$1.6 billion. The commercial and development banks 
financed agriculture in the 3JTOunt of .:1pproxilIBtely RD$600 million in 1985. 
The results of the Rural Sa'lings M:Jbilization Project confirm that there is a 
large unsatisfioo demand for financial services on the p'.lrt of the rural 
population. With technical assistance providej by the RSM Project, a group 
of four creHt unions am the B.:-mco Agricola hcwe b3en able to mobilize 
approximately RD$15.8 million (US$5.3 million) in savings deposits in the 
rural:=ireas from mid-1984 to december, 1986. 

of this total, Banco Agricola accounts for 68.8 percent and the four 
credit unions, the remaining 31.2 percent.. This pilot. project has uncovered 
a significant [ntential for deposit mobilization, larg\~ly untapped as a 
result of a combination of very high transactions costs an.i neg3tive real 
rates of interest facing potential rural ~epositors. Table 1 shows the 
illnount of savings on deposit as of Decemrer 1986. On the lending side the 
pilot CUs have been able to place 10<1ns in a ratio of ai?proximately RD$.75 in 
loans to every RD'$1.00 in savings mobilized. Fach of the cooperatives has 
demonstrated a dram.3tic increase in savings and 10:10 activity. Some 
e~Jerienced increases of over ten-fold, accompanied by irilluatic reductions in 
loan delinquency rates. (See Tables 2-9 at the end of this analysis.) 
Accordin'] to projections ,1(JVeloped hy the HSM Project, '.l typical credit union 
could be expected to rrobilize savings in the arrount of RD$400,OOO and loan 
out RD$300, 000 'r~/ the enJ. of the first twelve to eighteen months of of>8ration 
(see1\nnex J-2 E'in3ncial Analysis). 

2. Supply 

The rural popu13tion of the Cbminic3n Republic has had minimal 
access to financial services, roth deJ;X)sit facilities and loans. 'This 
limited supply of financial services for SHull [drmerS am for other rural 
residents has reflected: (1) the relatively high transaction costs for 
banking institutions providing these Services ann for the clients to gain 
access to themi (2) the high risks associated with financing agricultural 
proouction, in general, and small farrrers, in particu13ri 3nd (3) banking 
policies, practices, and regulations which limit the operating margins and 
excessively 

1. Gustavo GOmez, Dominican Rzpublic Rural Financial Markets. 



Pass"book 

Savings 

Time 

Deposits 

Member 

2ontributions 

Sub-Total 

PasslCQ01< Sewings 

Time De[.xJsi ts 

Dec. 86 

L:i Vega 

93,934 

70,124 

183,573 

347,631 

Financi:=:ll. Certificates 

Sub-Total 

Tot 3.1 

SIWINGS r-KlBI LI7A'1'IOO 

Credit lJnions 

Dec. 86 Dec. 86 

Santa Lucia San Jose 

303,381 1, no, 514 

82,209 1,239,297 

210,677 1,4038,080 

596,267 3,837,891 

Dec. 
B3.nco Agrico1~ 

7,992,075 

2,611,954 

250,000 

Converted to US Dollars at RD$3.00/US$1.00: 

Banco Agricola U5$3,618,010 

4 CU's U8$1,639,835 

U5$5,257,845 

Dec. 86 

Vallejuel0 

70,802 1,578,631 

46,370 l, 438, 000 

20,544 1,902,874 

137,716 4,919,505 

RD$4,919,505 

10,854,029 

RD$15,773,534 

http:3.00/UStI.00
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specialize the operations ot different b-"1nking institutions, restricting \ · ... e 
types of l0ill1S ,'lOti deposi tory instruments that c:lo h," offerec1. 'rh~ i))minit:an 
Republic h'is a fi1.irly 'Hide distribution of rpcJu1..,t,dl.nr'i non-reguli1.tect 
financi;'), L institutions in seccmila,ry LllF:il citie~3 :mll t':Y"ms, but Santo 
Domingo'lnd Santiago l"kl.ve the grel.test concentri1.t.ion of h"nking offices (Table 
l). TriG concentri1.tion in these t't.,ro cities of filvlnci-,t1 ;1ctivity flov/s is even 
greater • JVeL 80'~ of a 11 cOTTUneLcial lYmk deposits and 90% of all lo-:ms are 
Inc)bi liz -,,~ or 'jTdntel there. 

As '·.l result of this urban concentration, :m:1 1::>ecause th~ client base 
and typ2G of financirJ.l services offered by institutions loc'3.ted in rural areas 
ilre hi,}hly seJm(~nted, most rural resioents simply '10 not obtain 3.ccess to 
these financi·"11 services. For example, a Lecent \t~)Lld [,,:mk agricultur'3.l 
sector study fOUl'1.1 thilt less th'1n ll) percent of the country's small c armers 
were reached by the Agricultural f1:'1nk despite its wUe branch office network, 
on a sporaJic (nsis. 'rhose wi th i1CCe~3S Lo [Y3rm:mcnt ani reliable c.'_"e:11.t lines 
and to dejX)sit facilities ;'1re even lc:!ss. 

Excessi vr2 an] inflexible reJulation o[ the conun(~rcial banking 
industry in the form of interest rate controls, minl'nllnl c:::tpital requirements, 
high and cllIrit)(~rsotn"~ reserve requirements, :md selective credit controls, 
rrotiwtted. by loon-targeting and economic stabllization considerations, have 
lEd to the concentration o~ bankinq sf2rvices prillL-1Lily in the urban centers, 
'1nd, to an extu:!me t'legree of credit r.'1~:ionillg. In .'1ddition, the specialization 
of devel.c..Jpmcnt banking institut ions has ::;~.Jment:;"d E illanci:'ll markets, reducing 
competition, i'llld limiting their ability to diversify their liability and asset 
stnlctures. z.:J..Jrrmercial ,3,nd (jlO!veLJP;~K::lt ;'ymks let'1.1ing criterla include a 
minimum ;U1¥..Junt of 10'1n, which eHectiv(~L,/ Ix}r sm'll.ler cLients. Lcx::ation of 
the institutions :'111<1 ('::0!npL~x lO':ln '1P!)lication proc'~,Jures :raise transactions 
costs to clients, further inhibiting effective dem=lI1d by small oorrowers and 
savers. .f\. rec(~nt study by :l rx"lnkinq s?,3ci~11ist round thr.lt to reach the 
break-evf~n point, given the prr:~sent rfy]ulator'l structure, d commercial bank 
bnnch W')ulj require i1 minimum of. Rf),h.3 milLion (']":;M30,OOO) in dep::>sits. 

OVer the [ylst severi11 y€Ytrs r ,1 highly '.iyrklmic par'3.11el financial 
ffi.-:J.rket (financieras) hi1S emerge(1. Until recently, this system was completely 
unregulated by the Central Bank. A study fil1i'1nc~ by the Rural Savings 
"1obilizr.lti(m Project estilTh:"lted that thj.s m"lr:k<:t is com;::x::>sed of 3.pproxim..~tely 
800 different institutions i1nd represents Zlbout 30 percent of the total 
p::>rtfolio of the financial mi1rket. Since these fin;tncl:ll institutions have 
concentrated their leniing operations in the personal 100.11 market, or in 
providing snort term \rJ:xkin9 cCliJita,l to ~.lT1dll-J.rlil ;ne.1ium-size businesses, 
their operations cire 'llso concentra,ted in the ur'r'111 centers. 
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The high risk inherent in len-Eng to agriculture, cmd to sm"lller 
torrowers in p:l.rticular. further redllces the in<;ent i v': for (:.:ommerci'l. 1. ,"1n:l 
development banks to lead directly to fi'lrmers.3I 1\s:1 result, middle- (lnd 
low-income households dep~nd prim-"1ri lyon self-fin:mcing, 'n()nr:~ylenrlers, 
pawnshops and f{l(3.rketing intermedi:l.ries fot' len:1ing services. A.lthough th(~se 
alternatives provide the mst stdble source of fundi'll] ,:ml '1\lick service (low 
transClctions costs), the rei'll interest rates ch3.rged :1re signific;-mtly arove 
what couLl [:)e expected. frorrl ,"1 rore compet i. t i ve f inLmci:l1 sc~rvices '.~r1'1 i ronme,1t 
(typically nominal interest rates charged we 10-20 percent per 
month). They also provi:lr? no s:win<]s .1r~()osit servicc~l to f."~rtun~ lf1C:'11 
resources for on-ler1':1ing to s1\1.-).11 rut"'11 borrowers. !\S (l result, indirect 
financial int(:!rmeCii "ltion in tne rurc11 markets is alrrost non-exlstent, limiting 
the economic growth in rural arei'ls. 

B. Tec\~ica~jPol~cy lDnstraints 

The R'L1Fl13:lVine]s :-1oblliz,3.tion Project 11C1S (len1<)nstr:tt.~l t:hat banking 
regulations ~md policir:'!::; playa key role in determinin~J the overetH efficiency 
of the b::.1n1:;il1,] ~;jSle;n-md the levr~1. of r irvlnci,~t1. c,ervirr:s :w'li lable to the 
rural firm-household. To a l.'1rge extent, the success of thl' crryiit unIons 
wi thin the R5.'1 t)toject is due tJ1 U1C~ het LlVl t they ojY:r,tI." i n ~tn unn: .. '<]ul'1t~l 
financial enviro<1ment, much ;·\s tilt':' f in:mcIer'1s rnve he(~n'\:)Lt, to do in the 
rece:1t !?'1St. 

Resolvinq the s,~v'~r.c li'1ui1ity orol)lems t:l(~i[)q Lhf~ ~1]l~icl1ltural 

sect",: lL:'t.s b'C!en one O[ I:he cun:ent qovenll11ent's ITIOSt. critic11. problems. 
~<..:ent1y, Central tj:1l1f: offici~lls In'lf.~ '>')ll'lht to prD;n·)I~c I:ht'! 1.:'~:0::11Y3Lon of 
regulatoJ financi;:i1 intonnc:dicu:ies inb) rur11'1l:C~~\S. S<:);nr~ of: (ort:~ ha'Je been 
m;'ld': \:..) -:,:-:11 fy bankin] n:~~j\Jlltiol1s, to !)[C)vi:k: (Ir(~''1ter i licent i w!.s Eor 'rx'1nks to 
OP..:'ct.2 ' '~imches in rurCll an.~:'l.~3. '1'\v~se chi2n]',~:; h:lVe inv;Jlved ::~xempting the 
branches from the reserve requircment for bve) y,c:-lr~, <"otLin] LO"Jer initi'11 
ca9ital requirem~~nt~), ,lnd 3.11O''IJing greater inV;nnc'diat lc:m 11l:lrgins fOl~ Fli)E 
lO'1r1s t:J.rgetted to cr:rtdiT1 Clr':?,'lS of tr1(~ cotmtty. For the:. :nost [Ylrt, the 
Cent:r'll B:mK an:} :<~~:met'1ry 8o;:lrd hove reU<.;-] on ~:;,~1t:~ctiv(: credit controLs in an 
attcffi[Jt tD (liU::ct:l -jtc.\lt:e'r Hew of '._'colit tC) LIe ,-I'lric'11tunll ',.,ctor. 

1:1 snit,;;; or thf~se wlriclu~> etf!)rts, the SllCCC~S~J ')J: r:olicies designed 
to ~)r)['\'Jt~the decentralization of (ir',trlci'll 'ThH'\,;,·::ts h,l~; b:~,,~n E-Lixly limited, 
ani 

2. Banks (10 .Len .. '1 (,0 dJL .luu",inesses which in turn fin,lnce the o~rn.tions of 
farmers LInder contract to them. The firm be::J.rs the risk in this case, but at 
the SaJ;le time reduces this risk throuJh the hnking of the credit trLins3ction 
to other input and output marketin,] and technical-,lssistance cor.tracts. 'This 
also reduc(~s transaction costs for the \xxrOVJ(~r. S(~e .Terry Lx).,'itrli1n, "Bridge 
LO::lrLs" • 

http:anti.c.iL
http:i.nanci.al
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the regulatory structure continues to he:::tvily tax the finrmcial system, 
reducinC] liqui.j,ity, raising the re.-.1l. r::osts of finuncial intermediation, and 
providing cont inued incentives for the fr;lgm(~nt.=tt ion of these markets. 

Although the r::ommerciCll banks h:1Ve b~(:n more aggressi.ve in t:1eir 
effort to expand operations in the rural dr(~aS than h~ve been the development 
banks, these institutions Iv-we very stricL client selecUon criteria, causing 
them to be net exporters of resources out of the rural areas, Because of 
this, their expansion into the rur.=tl a.re,1S h'1s not si-3TIificantly improved the 
majority of the population's .=tccess to credit services, although it my have 
reLluceJ their trans,1ction costs in obt.1ininq derository services. 

The pri vate clev~ lopment \:nnks howe not physically expa,rded 
o~ration'3 into the rur:::tl m(}r:<;('ts, despite the fact th.],t 42.5% of their 
portfolio were in agricultunJ, loans in 1985. This lack of physical expc.l.nsion 
i3 the r~:3ult of their tradition:'ll dependl~nce u[XJn external crc>dit (Central 
Bank fwris), c1nd of re<Julatory restrictions. 'fh'2se banks are severely 
hampered in tl1eir ability to l1Dbilize dOIfi'2StiC s,olvings because of legal 
restrictions which limit their liabilities La financial certificates and 
lxxt.1s. Minimum size rmd term restrictions on b'Jth instruments mCike rural 
der-osit InobiliVltion by these mnks a virtu'll imr:ossibility. 

In ,1.c1dition, diffc~rentj.'ll reserve r2<]uirem(~nts between the 
dev2lopment \).-::mks .. s;.l.Vine]s C1~d loan associations, i1nd mortgage hinks place the 
former at i1 comr'>etitive disa:1wmtat]e. Restrictions inlt'X)se-.i on the development 
banks' r-ortfolios, Ivhich concentrate 80% of th.::!ir len'3.ing to medium- ani 
long-term credit, not only auqments the final1ci~l risks tx)[ne by these 
intermediaries, but imp::>se siqnificant transaction costs on the clients, as 
they cc=mnot obtrtin short term prcxluction credit from the SFUne institution from 
which they 'Jet their lonq-t,=rm financinJ. 

1'his unnecessary fragrnent"ltion of the financial market, which is the 
result of speciali Z"lt ion, iIlcreases the volume of real resources which must be 
devoted to financial interme:li::ltion and imp:)ses significant inefficiencies on 
the fil1A.ncial market. In conclusion, until there are significant changes in 
the regubtory structure, re:lucing the degree of speci:llization in the b:mking 
industry and the degree of implicit taxation (interest rate controls, reserve 
requirem(~nts, '::!tc.), the OP~)(xtut1ities for significant expansion of the 
private \)'-l.nking institutions into the rurrtl i1reas, effectively reaching the 
middle- and law-income lXlpuhtion, i1re quite limited. All these issues are 
worthy of fOlicy <'.nalysis ,'md r~s~,:trch, with recorrunendations directed at 
monetary p.)licy rrnkers. 

The l~ Project (ViS shovm the irfl{lOrtance of ':'t continuing involvement 
with the princitnl financirtl policymaking institutions of the GODR --the 
C811trrtl lJa,nk am the :1onetary I30ar.l-- and the 3i\'J[UCQU\. to assist their 
efforts to rationalize the regul'ltory structure. However, in the short-run 
tJ:lis will not 
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improve the efficiency of base-level financial institutions, and at this time, 
credit unions provide rerhaps the most attractive alternative. The results of 
the RSM. project suggest tha.t rura l c1:edi t unions can develop into 
cost-effective financiCll intermeiicl.l:ies, reaching thp. middle- and lQV.l-income 
firm-households with a wide rrmge of finC1ncial services -- p;:lrticularly credit 
services, that rlre currently unav_li l(tbl~. 

1. Rase Level '::::recH t Unions 

Although the CUs fi1C1~ very few re<Julatory restrictions which 
could hamper their operations, they "ire extremely weak institutions, and in 
order to develop into viable interlTlediriries, they will require intensive 
technical assistance ,1.nd tr'1ining in htnking technology. FortLlnC1tely, unler 
the pit.:)t Rural .3avin<Js M:Jbiliza.tion Project, ,). technical ;1ssist·:mce [Ylckage 
'Nas Jeveloped which resulted in the sucressflll turnaround of four OJs. 

l'he h:mking concepts and technol..::x}ies Lr.;quired <:lre not unknown 
or unteste:. ~1ost rural cn.nit unions require 2-3 Eull time individu:lls with 
ail unjerstar:ding of: 

1. The the(xy of the cre1i t ur~~on .:ls...:~~_f inancial intermedL~£y' -
Its ro12 in finClncial llV.irkets and its comp'1rative advanlal]e, 
i.e., its information Gn potenti.'lL s.-lvers:lnc1 \'\xrONersi 

2. Basic t\ccOllnting - Incl.u.-ling the preparation of monthly b"llance 
sheets and income staU~ments, incom.~/ ex:::>cnrliturc,. t)ur'kJet ing and 
c.'1shflow anCllysisi 

3. FiTh1t"lci'3.l '1anagemenL - l'li!:\l sp'~ei fie focus on asset rnark"lgement 
(liquidity: reserves :mel loons --- Prlrticul::lr emph3.sis is 
required. in lO'ln risk:m:ctlysis, diversific.'ltion am 10'1n 
recovery, as well as Liability ITlrtnagcment, involving tern'. 
structures of interest rate~3, pricinr) of dep".Jsit services ::lnd 
b::"lnkicg relationshi~)s, an:] sprr3ad onrngement, including general 
interest r::lb~ stratcqies ,:111(1 control of overhcl.d); 

4. Information t'1."'1nagement/Decision-Making - I~quiring analysis and 
interpretation of financial ;:!.m economic data, dnd strategic 
planning, ::lnr! 

5. ~larketing of Financial Sr2rvices - llo'N to erJucate savers am 
lxxrO' . ..J9rs in theadvant'iges of CU illembership, ~md the range of 
services available. 

':reclit union ma!1<Y]ement receiving this technic::ll .3.ssistance and 
training in l..1anking teclmologies 'would also need to access to funds enabling 
them to Llx.':XJraJe infr::lstructurc rltld COV'3r the ~nitiCll costs of hiring staff 
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with some accounting/bookkeeping experience. This is an indispensable 
comition if the technic~il ;'tssistance is to be effective and "l.lso if the 
credit union is to exp:md membership and deposits. Under the pilot RSM 
Project cred.i t unions '.-Jere 9i ven 5:1\-"111 srants tor these 2ur[X)ses. Bowever, an 
administrati ve 10Cln fund whereby credi t unions would be 10:lned the fLlnds 
necessary to improve their inf!'astructure ann hire staff in more appropriate. 
,C\s inrlicdteJ in Annex .]-2, ~?~Llkl.ncial Analysis a typical credit union could 
rorro...r C1pproxim..l.tely Rl)$'jO,OOO and be able to rep'ly this loan with little 
difficulty. 

D. Probabili~y that f}:;sired Results will Be Achieval 

"::;i Ven the lack 0 f com()8t it ion for ti nanci'll services in the rural 
areas, the neffi:l.nd on the [Ylrt of the lX)tenti'~ll clientele is relatively price 
inelastic. rhis implies that these institutions couU fairly rapi:Uy reach 
the break-r.:wen point, 'Jiven the ability to m:1int'1in an adequate margin on 
financial intermediation. Annex J-2 Financial Analysis illust-rates the 
break-even point [or a typical crwli t union, using the oosic data from the CUs 
tha.t [Bri::.icipated in the HS.'1P. This analysis reveals that the typical credit 
union could reach its break-even IX)int \;li th a de!X>3i t tHse of between 
Ro$220,OOO and HD$250,000, whictl represents one-fifth the deposit oose 
required for a branch of a corrunercial h:mk. 

:}i Yen the 10xper ienc'::! under the RSM Project, the fact that the 
oonking technJl~ies and concepts required are not new, and the financial 
analysis is based Of' conservative assumpt-~ons, the prob3.bility that an 
expansion of bl.se level credit unions will be successful are excellent. 

'. \ 

; i 
.l 
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TABLA 2: [3l\LAl'-lCES COMPl\AArIVOS 
COOPE;Rn.'rrVA DE Al-tJRR') '{ CREDl 1'0 liLA VT3C;·\ fID\f..," 

JUL 83 JUL 84 ------------------------------------------
CAJA Y r.)\.\!COS 

Cl\.~rER:"\ DE: PR';;,s1'N10S 

CUENrA3 POl< C~OBPAR 

INV'l~N'"r;RI,) 

01'ROS f\Cl'['JOS 

6,683 6,838 

91,73l 110,590 

1,884 2,121 

2,543 3,759 

4,184 

1O1 

5,289 

Sln 

4,184 

101 

(5,289 

'297 

------.-- --.---------------------
ACt'l \1) T}f.l\L 112,933 133,179 

,JLJL 85 

17,634 

174,646 

2,135 

11,645 

4,234 

101 

8,472 

498 

219,365 

--------------- ----------------
Df~P)Sl r03 ,\ [I\. 'J15T.I\ 

IJ r. e(m. O:)R ADELANl'!\iX) 

RESERV;\ GSL'JEML 

P!:'<::s~,.\Tt\ i':DUCAf I VA 

CAPl'rAI.I [)::X'P~J)) 

F'::':CCDE,\1rSS REf. 

E;{CEDDH'ES Y PERDIDAS 

EXCEDSNrES DEL PERlOIX) 

TOTAL PASIVO Y CAPITAL 

4,148 

o 
100 

22,433 

o 
o 

79,888 

4,082 

954 

180 

617 

531 

o 

112,933 

5,828 

o 
341 

22,413 

o 

46 

98,048 

11,201 

'_,245 

175 

'302 

80 

o 

133,179 

:3 5, 2 ~)O 

o 
9,960 

22,413 

6,802 

20 

138,369 

4,244 

1, 1.07 

1,1)80 

819 

-2,436 

o 

219,365 

JUL 86 

37,844 

265,287 

2,690 

2,077 

4,234 

101 

14,740 

674 

327,647 

47,068 

o 
56,224 

22,412 

1,679 

96 

170,316 

4,456 

1,176 

12,675 

819 

3,519 

4,371 

327,647 
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1'!\BL.\ 3: \3I\I.ANCES O'J:'-iPI\tV\rI VOS 

CO)PEi~-\rIVA DE SERVICIGS l111LrIPLES "5\:.'.J JOSE" 

Ei'lE 84 ENE 85 ENE 86 

CAJA '{ BAN'O')S 301,551 6,838 403,596 

Il-Nt:RSIGN1::5 (CP) 15,000 110,590 75,000 

CARrERA DE PRESrl\.~S 1,264,075 1,876,190 2,624,073 

PlAN SIERH.I\' 5,090 6,438 9,436 

I~rERES POR COBR~R 826 2,552 5 

IL'NERSI'.:X-r;~S (LP) 75,902 106,746 75,902 

\JI'R~ CUENTAS 3,252 0 0 

IN\l~rlill10S 0 0 0 

GASTOS PJR NUICIPAJX) 673 594 104 

ED, '1Ut;;BLr~S, En. (Nf~ro) 19,631 16,945 86,710 

.')l'ROS AcrI VOS 56 56 56 

I\.C r I va 'I\Jr A.L 1,686,056 2,436,166 3,274,882 

A.ttJRlt)S RE rI HA.BLES 385,541 510,584 718,756 

iXX2{ oJ&.Jrl\3 PJR PAJAi{ 8,706 8,339 18,497 

INfERESES PJR PAGAR 13,412 23,036 40,703 

orros '3i\,Si.'JS PJR PAGAH 3,700 4,465 250 

DEPO.3HDS A PLAZO FIJO 418,278 654,699 879,934 

01'RO:3 PMSI VOS 7,989 18,360 3,004 

APORI'ACIOOES 783,869 1,006,397 1,245,225 

CAP! I'AL D),':-l'AlX) 0 7,063 13,463 

RESEHVA EOOCATIVA 10,494 11,550 9,452 

RESERVA ,}ENERAL 23,884 35,840 35,840 

JI'AAS RESERVAS 7,508 7,523 7,523 

8XCEDE~rl~ RErENIDJS 71,425 100,486 146,975 

EXCE\jE~ rES DSL PERlO[x) 31,170 47,824 127,417 

r'QNDJ E::-.1 SUSPENS'J 0 0 800 

'!':JI'AL PA.SIVO Y CA.PITAL 1,686,056 2,436,166 3,274,882 

JUL 86 

354,100 

125,000 

2,833,676 

8,308 

5,225 

109,674 

0 

0 

2,226 

394,411 

56 

3,832,676 

803,765 

59,465 

44,906 

2,070 

1,077,600 

59,569 

1,375,857 

13,463 

16,546 

60,002 

7,!J23 

242,291 

69,619 

0 

3,832,676 
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T~..BLl\ 4: Bl\I.ANCES Q)['1PA.j~A'rI vos 
COOPER1\.rI\TA. DE 3ERVICIOS MULfr PLF~S IV7\LLSJUEL,)" 

[1I\.R 84 1'1Z\R 85 ~1I\.R 86 !V"...,Q 86 

CAJA. Y 13A.~Q)S 774 12,281 20,g89 34,168 

'2A.RI'8RA DE PRESfl\!'1OS 8,008 31,984 .9G,751 91,327 

CUINl'AS PaR COBRl\R 28,028 29,804 31,050 31,499 

I r:-NELfr<\RI.) 0 3,887 5, 768 10,911 

0TR:JS AcrIVOS CORR. 500 669 71 938 

'rEf{RENOS 3,500 4,17S 5,052 6,801 

EDIFICIO 31,800 36,742 39,190 39,266 

~·1U8BLE.s ~. &~SERr:S 1,995 5,593 6,501 8,558 

EQUIroS 4,362 6,130 11,336 11,336 

:JE:2iU".,cIACIOC~ -1,803 -2,40'1 -2,404 -3,809 

GrRQS 792 792 862 862 

AC [' I V8 T) rl\.L 77,926 128,653 205,166 231,856 

cu:)rAS POR COBRAR 0 385 3560 0 

AHJRRJS RErlRABLES 3554 21053 59253 49987 

DEPOSITOS A Ph~O 

SElS MESES ° 0 20600 30000 

~ MESES 0 14900 11270 11270 

PRE3TA..VfOS PJR CJBAAR 5000 14597 23847 50001 

CUEm'AS roR PADAR 29873 29602 29369 29369 

APOtU'ACIONES 9030 8431 12464 17494 

EXCE DEN rES RErnNlOOS 464 1265 1047 0 

RESERVA3£NERl\L 908 1301 1263 1120 

()JNACIO~ 27556 36608 40600 4D600 

RE3ERVI\ EDl.J.:A:rlVA 355 473 473 473 

EXC8DENrES 02L PERIODO 1186 38 0 1242 

Tor.1\L P!\3IVO Y CAPIrAL 77926 128653 203746 231856 
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'rl\B[A 5: 3NA~CES C-.'Jt'1PAAl\:rI \t)S 

COJPERATlvA DE l\'nRRO { (2REmp) "SANrA. LuCIA." 

DIC 83 DIC 85 DIC 85 

CAJA '{ BAl'IOJS 2993 28516 92046 

I;~SR...SIJN'I~ 3000 1000 1000 

CARrEM 08 PRESrAM.) 35709 45299 170147 

GI\31\)S POR i\DELA'ffAOO 1421 

arR,)S 648 742 372 

.l\CCI·)Nt~S t:L'~ Ft<.:rxxyJOP 100 100 100 

'l'ERRBNOS 0 3200 3200 

I<:DIFICI,) N~'~ro 1815 6670 6563 

MUEBLI~ NC.1DS 189 4385 4038 

'porNJ l\CrIVO 44454 89912 278937 

N:1ORIDS RE rI IV\I.V ... LES 0 25538 145902 

88P'JSI'I\)S .\ PLAZO 0 0 4819 

PREsrA.~S POR PI\G.l\,R 0 0 0 

FOIlD;) t3DlX":l\:rIVO 11-1 1220 2000 

!\PORrACI:),-lES 39499 49552 100252 

R&SERVA 3f~NeRI\L, 2444 2749 6300 

RESE~VA PNlA 8DI2ICIO 327 1046 3826 

CAP I l'AL IXX~illi,) 0 7501 7500 

EXCEDEe~ms lllirs'JIIX)S 103 103 0 

~XCb:DENrES [)~L PERIOOO 980 2158 8338 

'1':JrAL Pc'\SIVO '{ Cl\PITAL 44454 89912 278937 

AGO 86 

74555 

21000 

390501 

956 

372 

100 

3200 

24371 

8252 

523307 

259500 

42685 

0 

2000 

178316 

7395 

3826 

7501 

C 

22084 

523307 
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T1-\BI.A 6: DISrRIBUCION DE PRESrAM.JS aI'ORGAOOS ANUAI'..lvWrrE 

CO)PEAATIVl\ DE AHORRO .'{ CREDITO "IA VEDA. REA.L" 

1984 1985 1986 

I\::;R)PECUARIA 44356 38.7% 44208 23.9% 32441 

'20MERCIAL 27722 24.2% 58354 31.5% 97323 

ItIDJsrRIAL 5545 4.8 31830 17.2% 86509 

CONSrRUCCION 11089 9.7% 21220 11. 5~~ 18924 

c .. o .. 'mur-o 25793 22.5% 29666 16.0% 49674 

'l\Jrr'\L 113404 199.0% 185278 100.0% 284871 

TABL.I\ 7 ~ CXDPERATIVA DE 1\HORRO Y CREDlTO "LA VEJ3A RF'AL" 

11.4% 

34.2% 

30.4% 

6.6% 

17.4% 

100.0% 

DIC 83 DIC 84 DIC 85 Dlr.:: 86 

MJR:JSIDAD NA 36.0% 25.0 22.0% 

PPJ.)\i.\~QUm 1.5 10.0 10.0 10.0 

SOCIOS 412 565 630 846 

D~POSI'rANrES 0 11 228 344 

'l'JI'AL 412 576 858 1190 

ENPLEAOOS 1 2 3 4 

Ii' \,\\, '\. 
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TABIl\ 8: OX>PEAArIVA DE AHORRO '{ CREDlTO "SANl'A WCIA" 

DIe 83 DI~ 84 DIC f35 Ole 86 

M:JOOSIDAD 48.8% 17.0% 10.0% 9.0% 

PAI.A.~'JUEO 1.5 10.0 10.0 10.0 

soc lOS 250 298 395 494 

DC:POsrrA..~rf.S 0 44 287 583 

'roI'M, 250 342 682 1077 

8.1PLF..AOOS 0 2 3 4 

TABLA 9: DISrRIBUCIQ'IJ DE PRESl'!\'1JS oroR3AOOS ANUMMEm'E 

C'X)PERl\rIV1\ DE A.:-DRRJ '( CREDl'ro "SANrA UJCIA" 

No. 1983 No. 1984 lb. 1985 No. 1986 

AGROPEOJARI i\ 38 10,970 52 19,100 l25 110,530 75 107,455 

lNUJsrRIAL 14 18,960 8 31,000 

:X>MERCI I'lli 14 3,460 10 11,500 21 20,845 50 164,645 

CXJNsut-O 58 19,244 98 30,650 110 110,237 95 87,401 

'l'Ol'AL 114 39,459 160 61, 250 270 260,572 228 390,501 

i" ) \ '-, 
\ 



ANNEX J - 2 

A. Overview 

TIll' ~lission carried out LinancLd dnalysis for a typical credit union to 
determine: (1) the level of financial resources required to strengthen 11 

typical credit union; (2) projections of savings mobilized, 102[1s !'lade and 
break-even point; and (3) <lni! I ys i s of llll' t-l'venues, expendi lures and ability 
to service its aclministLltive 10;111. TIJ('s(' allalyse's \-Jcrl' based on conservative 

assllmptions which an' Sllppurt;'d by till' ('xpt'ricnce of deposit growth ;md 
earnings potl'llti<l1 \,dth tlit' fUllC pilot ('r"tiit tJlliol1f;. 

Further Olllaly,;is \"IS clOIH' "11 tit,' ;;t;~t)i I iZ<ltion/Reserve FU:1d mechanism and 

its income gl'nC'r;lting potC'lltiill Lu pc(}\'idL' rl'sourCl'S fur the credit union 
association. 

Table I ill(jstr;ll_l'~; till' hrl'dk--l'vL'n point for iI typical credit union, 

using the basic d;lta from flit' ells th,lf participated in the RS~I Project, on 
yearly administrdlfv,' l::":jl(,I1Sl'~; rt's('rvl' 1-l'qllirC'Incnts ilnd interest rate 
margins. '111l' ilnalysis r.'v(':II~; tli;lt till' typical credit union could reach its 
breilk-('vl'n pOillf \.Jitll :1 dl'I'0~;i' 1>.1;;.,' "j 1"'(wI'('n ROO220,OOO and RD3250,OOO, 
w hi chI' e p r L' s l' n t t; 0I1L" - I i r t Ii til I' • It' P ( J:; i t b ~ I:; t' r ~ q 1I ire d for .:l bra n c h 0 f a 
comml'rci<ll bank (iW3J. '3 mi II ion). Til., :Inillysis l.:lkes into consideration that 
thE: credit union c!ldrgl's 'jill "n it:-; IO;ln purtfolio, but effectively earns 33% 
- losing 3% ~r yoal- lu dl'linqll"II!'Y. It slluuld be poinled out that this bad 
deht reSL'rVl' is L;ix lilllt-':; tile rl',';l'rv(' ,1:;;illllI(.'d in the study perfonned by 
Gustavo G6ml'z undl'!' tIll' 1\91 !'[tlj"!'!" 

G i v l' n (I If! I it C k () f (' II In Jll' ( i t i Ii Il I II r j i it;j Il (' i il 1 s L' r vic e sin the r u r a 1 are as 
the demand nil tlie part of tlie puu:ntLil ('lit'lll:.vIe if; reliltivt:>lj' pric~ 
inelastic. This implies tllilt til('~;t-' in,c;litIILions could fairly rapidly reach 
the brcak-L'vcll poinl, giv'~n till' ability ttl Iilaintain an adequate margin on 
financial int(_~nTIl~diali(Jn (i.e, dilf('rl'nc(' h,:'u,ecn interest paid out to 
depositors <lIld interL'st ";Irnt'd on In'-Ills), Exp(~rience with the pilot credit 
unions slim,s that this intl'(-st rilt .. diffc'rential Ciln he maintained be~\t.'een 

15-20 p('rcent \.;lIi,"li indic;l!t-'~; the putl'nt ial profitability of providing 
financial ser'Jices throllgiJ;1 1m.; I)'!l'rllt'ild "jll'Lltion such as a credit union. 

'filhle L prC'S01lt.C; llll' pot"lltj;il gruI,tL IlI;1 typi~al rural CU under the RSH 

pro j L' cr. \oJ i t h t II" il:; '-; UI1II' t j () 11'; jl r L' S l' II t "d i 11 t h (' roo t not (' s t his ins tit uti 0 n 
reaches ils bJ~eilk-l'Vt'il pl)illt in the 17th intlillh of operation \lith a deposit 
b3Sl' of R])~21;~,5CIf) (;;}Iilrl'~;, tilll" cI('jl()~;it.'; ,Iilc! ~3;lvings accounts). Accumulated 
losses during llil' firsl U) [TJollfh!i uf Ilpl"rdtion reiJ(:h RD$22,675 \,hich is 
projcctl?d to \)(' ::-ovL'rL,d witll fh,: uperating ";{pl!llse component of the 
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TABLE 1 

Break-Even Analysis for a Typical 

Kural Credit Union 

(Casp: Santa LIICL1) 

r: Average intereste earned on CU portfol.io~ 
I 

p: Averagt~ interest paid dCl)OS~l paid on deposits :ll1d external debt. 
d: Avecl b c ~ct \.Jorth!'\verage TuLd Assets. 

A: Total Yl~arly ;ldminL5Lr,ltivL' l!XPCi1:;CS ($). 

c Yearly provision fdr bad debt, ,lslu of portfolio. 

V: Averdcic volullle (portfolio). 

RR: Voluntary reserve requirements. 

S: Other income fLJln invc,;lmcilts (reserve.:;). 

TT: Operating Surplus (prof its). 

DO: Volume of Deposits. 

TT 

I
R

: 

Ip: 

0" 

A: 

r: 

l\R: 

S: 

(I - I pd)V -rV - (A - S) 
r 

.2630 

.0852 

.42.75 

RO$36,uOO 

.OJ 

.20 

RD$1,450 

IT = (.2630 - .0852(.4275) V - .03V - (36,000 - 1,~SO) 

.2266V - . 03V 34,550 

V = RD$175,738 

o V/(l-RR) 

o RO$219,672 
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TABLE 3 

Partial Listing of Existing CUs with 

Potential for Partici(?")tion in the Proj8Ct 

o')op 

1. Palo t-lincado 

2. Sectores Unidos 

3. Nuestra senora de 1a Canda1ari~ 

4. Los Proc~idos 

5. Santa l\rEl del ,Jay3 

6. Sagr3c1a Fami lia 

7. Q)Flz.on (k~ Jesus 

8. LOis Lagw1'ls 

9. 

10. Sarnneta ~..rovillo 

It. Prcgreso Fronterizo 

12. Ca.star'iuelas 

13. '. ~f)r~tCY-:'~ i to 

14. Santa cruz 

15. Fraternidad Fronterlza 

16. Lioortad de los Pobres 

17. San F.:!rmin 

18. "1c'Jina 

19. Irl 'Jega Peal 

20. Vallejuelo 

21. Santa Lucia 

22. San Jose 

MUNICIPALITY 

El Seioo 

Miches 

Sarr~~ Grande de Boya 
Paraiso, Bar"1hona 

S1.n Fr.:msisco de i,1<1coris 

Fantino, Cotui 

M:x:a 

r. - . .JUc,nall1CO, Puerto Plata 

Santiago Ralriguez 

Lorna de Cabrera, Dajabbn 

Castanuelas, l>bntecristi 

r'1oncion, :-.t1o 

Mao 

Perillo Salcedo, 

t-bntecrisiti 

t-bntecristi 

Tn Romark1. 

~1edina, San Cristoool 

La Vega 

Val1ejuelo 

San Jose de las Matas 

San ·,Jose de las Matas 
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administrative loan (RD$2'i,OOO). As can bl' ob~:ierved in this table the CU pays 
interest on the administrat ivL' loan thruugllOut the first L2 mont:.il~' (RD$108.3) 
and begins the al1lortiz,~ltLl)n of tilis loan on till> Utlt month. It hac;; been 
,1ssLlml!d lll,lt tllis CU r.H)bilizL's l{L)$LMd,OuO by tll'~ ellli of tltL~ first ye,lr and 
reaches d depos i t b,lse 0 f RU$.hl7 ,000 by tilL> end 0 ( Lhe secolld yea r. This 
COllllJclres \viLiI tile act'Jal exper i(!l1ce of tile eu SanLa Lucia wnicl1 reached a 
deposit b:lse of RD$17J,772 in tlll~ firsL L2 lJwntlts alld RD$511,59l at the end of 
tile :3ecollJ. 

C. Growtll il1 ell l'lell1bership and Deposits 

Tab1(~ .I presellt,; ,I p,lrtLd LiStL~lg of tiJ(~ existing CUs \ ... ith a potenttal 
to partici.pate in tile projec'_. During projecL illlpll~llk!ntati!)n additional 
coopL'rdtivl~S .mJ credit Ullillll:; wiil be cOlltacted Lu init.iate tile financial 
review ,1Ild organiz.1LLol1ai sl~eps [0[" Lile,ll to rL>('.\~ive technical assistance in 
JeveL()pin(~ ,\ financial services cdp:lhili.ly. To L'stil1ldtl' tilL' level of savings 
senerateu pr0fitJ~Ji Ly ,lnd ot.ilel" tl,,:llil leal assist<lllCL! rl~'111irement~; of tile 
project, it Wd~, :lSSL,Inl~d that an :lVerilgL~ melnhersilip It::>vel of 300 individuals 
per credit union wou~J be r(~,lcl\edjfter tilL! first yedr of operation and a ten 
crcent yearly growtll rate during tile fivl' y~ar Ltll'. Tabl.e 'I sho\.Js that by the 
end of year five almost L9,000 individuals will be member's of credit unions. 

TI'.BLf~ 4 

PROJECTED GRUWTH LN ell ~mrlHERSHIP 1 

YR: 87 88 8<,) 90 91 92 

Numbe r of 

CUs 4 3 13 19 25 31 

~ll~rt I) 5,500 6,050 6,655 7,32l 8,053 8,858 
1 ,20J~ 1,320 1,452 1,597 1,757 

2 1,500_ 1,650 1,815 1.997 
1 ,800~ 1,980 2,178 

l,800?. 1 ,980 
1 ,800~ 

1'11':1>15 5,500 7,250 9,475 1~,223 15,245 18,570 

!. The projections aS~iUllle an average mL>mbership LI!vel of 300 after the first 
year of operation, dlld a t.en percent yearly groIYtll rate. 

~ Last number in year ly coluilln is membership of new credit unions joining 
tile program tlla t yea r. 

,. ,.: 
\ .. / 
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D. Growth in Deposits~ Stabilizati.on/Reserve Fund 

Table 5 pres,~nts the L.;rowth in depusLu> mobilized from the public and 

potential grm.Jtil uf tile St.lbilizdtilln/!{I~serv'2 Fund .lssuliling 10% of deposits 
mobi1i1.2,j wou~J Dc' p Llt.:t!d in till' FUll.!. TI\l~ ~~rllwLlI LIl d<2poS L ts is il 

conservJtive estLllldt,~ ~iVI~11 tilt.;! e:<pL'ril_'ilce \.Jitl! tile [nur pilot CUs which have 
seen ttwic depos its j I1credse in SOIlIl! l'.l:'t·~:i hj UVt'C llll) pt'rcellt. AmOul1ts 

depusi L,-,d ii, Lu Lile :; Lah i.l iza L iUIl fo'tlild \.JIll! lJ 0 C ,'uurse dep,'nd un tile growth 0 f 
deposiLs. Lr is l':,eim.lLed tiuL hy Lile 1~lld nL Lile' prtJiL'l~t :1 Lut:ll. of over RO$18 

million \,1i_ll hl! ,)n d"pusit ur \.Jlti,:ll IW$LJ.U miLLLull wLll be ,Il'\" dl'Pl)sits and 
,nemb<2r contributioll,;. The St:llJiLi,--:.ltillll/Re~;L'rvL2 ['\111,1 wilL il,IVl' principaL in 

the :lnlOU;lt ur l~jJ$l.i3 llliLLill1l by til\' l.UI'. 

1'11,2 SL,lbili;'"ILilJl1/ltt!sl'rVI' 1'1111.1 \.Jill b(! 1ll:1I1,1,';I'd t-ir~il hy I Ill! 1\~-;~'II)ft'it:e cll1d 

ultimatl:ly (,'n,l ui' prujl'_ct) by Llh' CU ,lssociatitJll. Till'. fllnd will h,~ 

capitalL~l'd b'l !';lrl icip.ttiI11', Clb IviLil :111 ;llllllllllL Ill) le'~;:; tll;1I1 U) P"I'c"lll {Jf 
re~OLlCC''!'; !1lobi_Li,:eu 1.llcr)lIi;h th12ir- ,[ifferl~llt ILlilLlLty Ln~;trllllll'l1ts (~,ltd[,'-'S, 

s~vin;~s ;ICt.:O\llltS, alld tillll' ,lc~pl),;Lt:;). Tllis rl'jlrl':i,'11L:-; t)ll,~ il:1Lf ul" their l1orl1lal 
reserve rcquirl'I11I_'llt,.lI1(j tilll:; l:itL,; \.JuuLJ h,·.1 ~,iillpl(' lr:lll~j[l'r I)r dl~pusLL of 
l~:~ist ill,', fUllds. TII'_':;'~ 1'11IHL ' . .:1 II hI' d,,'p')';i LI't! ill LII" llil.;tj('~-;L 'li-,-'ldLni~ 

fin;]llciaL LuSlClliTI','nt ill ,I l'UIllilk'rcitl b,ln\.: :llldlr":111:.;I'lIl,."lt~; \.Ji II be m:ldl~ wiLh 
eilLs Lnsti.llltil)II!(l nbc.lin.1 ILI1I' ,11 ,'I"vdit: 1111 t() ill!)): of till' V,!IIII' Ilf Lhl" 

Cunei. '11l,~ CU'J "·JiLL .~drdIL L~,.I::L lll,' .:','lill'; I"dl.~ p,li.! IJil 11.1:;.·;\Juok ';,lvillgS 
;1 ceo U Il L s i_ II I" il " i), 111 i( i 11 ;" S y:; L, ';11 . 

If .1 ell vJl!r,~ Lil t':{lh'ri'''h:'~ I i'\'li.li.L; ilCIlhll.'l1l:; dll<' tIl L"lHll'lr.lry or season:}l 

i m b:ll.:1I1 C ~ i 11 its ,: , 1 " II l 1 I) I,", t II ',~ ( ; \; I.J i. I 1 [" l" \II I ~~; L : ILL I h' 0:' C!" L' d iLL, l L h l~ l' r 0 j e c t 
,'.:ri(',· ctlilL ill L\II~ll \.Jill .IIILill)ciz._' lilLs li,I'.' ,11 ('I"L2,lil fl"lllil tlll! t:')IIlI1l,~rcLiL 

'''Pt': :JilL! l:l'~ Cll,;;,IIL'r,:i;tl halli'. l.JilL disiluC'_;,' dirt'cLly tIl Lill.' (;r,!tiiL Union ill 
q u~s tion. ~)ub:;'-"l tl'~ll t Ly til(2 jll-') j,~(, L Cllil!".! i II.I L ill/, t) t f i ('C' "" iLL i'.lrry dIlL a sllOr t 

evaluation ur lillO r<2,ISUnS \.JIll,:11 orl:.~ill:IL,-,d Lil,' U'IIILdLLY ShOI"LCdl, ,wei 
recommend c,)rl".c:'cLivL' ;1,_:ti,)Ils, TIIi:·; LillI' (II. l:I',',.liL dlll:~L ile' rep,lid 1.n Ilf) lIlore 

ttlan si;{ Illlliltll::i ,Inti ',.JUl cosL tilL' eu ~;LbIILfLC;llltly II1Ul'i-' Lhal! iL'; :!LLecnative 

SUlll'ces of fund,; rur oll"-ielld i.11,; t() ;;!t~lIlilL2rs. Til'" !,':~I"~;unIH' I Lil tll(' tZS:'1 off ice 

wilimonitor tilL' dU[Jusits Ill;lde by tile indi.vidu,ll CUs ill Llli~; [und Lu in~jure 

tnclL tile lUI, minililulll is r,-,specled. llltl~rl':,L pdie! Oil CU l'unds will ne 

,:.,pit:alized as a Elt~chanislll to p~"OL(xt tile intct~rity of thl~ Lund. 

, I)' 
\" 
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Table 5 
PROJ~CT~D GROWTH ll~ PASSBOOK ACCOUNTS, TIME DEPOSITS, AND SHARE 

ACCOUNTS AND DEPOSITS INTO STABILIZATION/RESERVE FUND 
lW$COOO) 

1)7 88 

4 8 

4 ,91~ 5,9U3 
GOO 

I. ,9l':l 6,503 

b,OOl 7,934 

tl~ 90 91 

----------------.--

U 19 25 

._--_._---------------_. 

2/ 
7,081 B,500 10,20U 

720 tl()il 1,037 
750 'l./ (JOG 1,OtW 

~UO '2./ 1,0:;0 
9LlO 

tl, ~;5 3 -TC;-164----1/1 J) 7 

lll,4JS 1) , b 20 17".!.2 

STAlll UZA1' llJN/ H.l~Sl':ltV E FUND~ 
lW$(OOO) 

2./ 

92 

31 

12,~40 

1,:UI5 
1,2% 
1,296 
1,080 

900 

18-,056 

22,028 

93 

32 

14,688 
1,494 
1,555 
1, :i55 
1,296 

2/ 1,080 

iT,""668--

26,435 

4Jl 355 1,116 1,429 1 

,-----------

1. 'nlese esti~ates dssume an average deposit of ]00 pesos per member per CU, after a year of 
operations, aaJ a l'. .. ,~nty (.'ereellt LHe of growth in Jepo,;its. 

2. Deposits fro~ new CUs participating in proj~ct. 

J. fatal Ass'~lS ~ 1..22 X 

ft. A.'isu:ues 10 percec't of deposits mobilL~ed from thl! public will b~ plact!d in the 
Stlbili~ation/Keserv~ FunJ. 

/'1,/ 

\
'\') ~ 
J 
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Table 6 presents an analysis of the earnings potential of tile 
Stabilizatioll/Reserve Funu. By yeLlr five tite association would receh:e 
RO$108,OOO to support a professional Lo rUll titl~ St,lbU ization/Reserve Fund and 
a secretary. Should creJit union melltlwrs tlc'sire ,\(ldition:\! service'j they would 
have to inc.rease th0 amount of interest "~iH'lling~·; \~()il1i: to support the credit 
union association, or incorporatt:: a yt~,lrly f,~e to ~,;uppj)rt CU associ'ltlon 
activities (See F. below, and Table 8 for uverall C.Il •. ISS()ci.:ltion !wdget Llnd 
income analysis). 

1',\ b t c! () 

EARN LNGS CAPACITY OF Till': STAHL;,! ZAT ION/RESERVE FUND 
IW$(OOI)) 

Year 19';)0 I 99 I 1992 1993 1994 

Capital or Principal 
in Fundl 

Certificat~s of Depusit 
16%/ [n terest Earned 

Return paid to CU 
(10;; of L6lu ct.:'t1lrn) 

Amoullt available [or 
the operatioll of tlte 
Cr0dit Union Association 

491 

79 

49 

29 

6 'jl~ 355 

104 137 

65 86 

39 51 

l,U6 1,429 1,80S 2,166 2,600 

17l} 229 239 3 ld 416 

112 143 181 217 260 

67 86 108 130 156 

The pUL'pO:"3C of thL' Adl11inistral:ive loan pcogLlm is to provide LlI • ..' necessary seed 
money to begtIl till! rd1ilbiLitatioll process of participating Clls. Af; CUs entr~r the 
prograiU, they \.Jill need ,Iil initL.ll. c,lpital in'/e:-;tm'.'l1l ;llld addi.tional cil~~h flow since 
expenses will outp,lL~e i.ncome in tI',e fixst fe\' 1110111.11:,; ,)f operation. This fund nm. exists 
as i.1 grant PC0 6 Cdl1l \"ithin the l.Ol_~,d. cUCC,"IlI:Y budc;,_~L UI' Lil(~ l{:~i'l ()l[icl~ ;tnt! will he 
managed tlencelorth .1~) d loan fund by this of(ic\~ ulltil the eu association is able to 
Cl.3Sllme control of it. Acces~; to tnLs a.JlllinLst[,;llivL' 1'1;\11 fund is Ilot automatic, but 
I.,ll! t\.'pend on lyell-defined 11e(~d ,lnd lise:;. 

Llolt'! 7 pcesL'nts tne estilllatL~d rL!~joun:t.!s require'li foc tl1e ,.ldministrative loan 
progr,rl. In order to bcgin operatiolls it is expected that a typical CU would require an 
administrative loan of iipproxiillate:ly RD$5U,OOO (based on tlte [{S1'1 Project experience) of 
wlli.eh, for example, RD$3(,,000 could be lIsed for improvement of physical infrastructure, 
equi pn1;211 I: and ttJe re.11ainin 0 RD$20,OOO wouid be IlseJ 1.1) cover salaries and operational 
costs until deposi.ts and loan acti.vlty increased. The (Jrojectiuns presented assume that 
the CU receives an adillinistcdtive loan [or a six year period, ~t 5 percent a year, with 
dmortization of the principal be 6 inning after the first 12 months of operation. 

" . r " 
" 
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The 10 percent annu'll inflation rate incorpurated into these estimates will ensure 
that sufficient funds are available to meet rhe re~llirements of the 27 credit unions 
lluring LOP, anJ t.he 5 percent iIltel~est. (';ltl' l.Jill pr<-"Il.·(1[ decapitalization of the fund 
due to any bad loans. At the end of the pruje:ct lIIorL~ than suffir:ient funds will be 
available from lOJ.n repayments to meet tilL' adllliili~:trcitive loan requirements of the 1 or 
2 new crellit unions that will be assisleJ bv the CU association each year hereafter. 

YH. : 

CUs: 

AD. ulan.!:! 
Per \;U; 

LO,ltl l\l~pay: 

Ne t lZeq: 

TAj)Lr~ 7 

REQUIREMENTS FOR AJMINiSTRATlVE LOAN PROGRAM 
RD$(OOO) 

----.---. _ .. -- ---.... - -'---'---"---' .---------

88 l:l9 90 

4 5 6 

50 55 60.5 

200 275 363 

o 95 

20U 235 29i:\ 

91 

6 

66.6 

399.6 

167.6 

232.0 

92 

6 

73.2 

439.2 

247.5 

191. 7 

Total 
27 

1,156.7 

~l'hc~~e requirements are projected based upon ,I 10% antill'll inE lation rate. 

F. Cred i. t Un Lon Association 

Til~o cred Lt 1I11 Lon aSSl)C i;l t i Otl tll.ll is COl1tL'ilIjl lateLl under the project will 
hav.' twu bel.sic fUllctions in !;upport of Ct)I1Lil1l11~d :;trengthcning of rural 
fin:lnt:L,ll s(~rvice.:5 through credit ullions. {Jill.' \'lilL be management of the 
StabiLizatLun/Re:.;erve Fund, and the oti1L'l' will 11t~ m;:nLlgement of the 
Administrative Loall Fund, both to bL' tur!l~d nvel' by tll'~ RS~! office to the 
Association foLLOWing a suitable program o[ tLJil1ing, organization, and 
estdbLi.,;ilillcnt of financial controls and :Judit CovcL16e. In addition, the 
associati.on can become ;[ supplier (unJer contracl) of training and advisory 
S2rv ices for Itlembcr CU~, and hold proillut iOlla L t!VL'llts Lo encourage the growth 
of tl1C iletl,ork of improved CUs. Table I) bL'Lo\" cOlltains an illustrati\c 
bud 6ct for thi.! association. It Ls li,<.cLy tl1,n as the i{::l~! office in the 
Central Bank is phased out at tile end of the project, staff [rom that unit 
wlll be available to till! CU associatiol1 tu miJ,1.1 L;2 tile funds and provide 
services. 

'i 
( ~ \. )1, 

\ 
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Tab 1 e 8 
Credit Union Association Illustrative Budget (RDSOOO) 

Line Items.!1 
PersonnerCosts 

Administrator 
Admin. Secretary 
Accountant 

Messenger 
Fringe Benefits 
Subtotal 

Office Supplies 
Off. Eq u i p. & Fu r n . 
Office Rental 
Vehicle Fuel Maint. 
Total 

1990 

4B.00 
10.80 
30.00 
4.80 

15.20 
10B.80 

8.00 
26.20 
18.00 
10.00 

171.00 

1991 

52.80 
11 .88 
33.00 

5.28 
16.7L 

109.68 
~L 80 

19.80 
II .00 

j) 9: 28 

1992 

5B.08 
13.07 
36.30 

5.81 
18.39 

131.65 
9.68 

21. 78 
12. JO 

17"5-:21 

1993 

&3.89 
14.37 
]9.93 
6.39 

20.23 
Ll14.81 
]0.65 

23. % 
13.3) 

192:71 

II Annual 10/~ inflation rate incorpor[Jlcd jIl Ct)st l'slirnill('~;. 

1994 

70.28 
15.81 
Id.92 

7.03 
22.2') 

159.2<) 
11.71 

26.3 rj 

III • (iII 

2I2:01J 

Total 

293.04 
65.94 

183.15 
29.30 
92.80 

664.23 
4 B. 84 
26.20 

109.89 
61.05 

910.22 

Table 9 belol" sh('" ~he SOUI"COS illld lI:-;"~o 01 fllnd:~ oj till' iISS()('iat iOll during th, 
1 a s t two ye il r s C' f L, I) l" 0 j e c t, il n d r 0 r I Ii r (' (' Y '" Irs L1ll' r (> a f l L' r, b il S lC d () II C e r t a i n 
assumptions ab(Jut the level of sl'rvicl'~; t.il;ll wi II bL' pr,)vldod beyond the hctsic 
functions of fund management. The C()~;l uf :tI1llllal S('minill"~; to be orgilnizl'cI by the 
CU association h'ill he borne by lll(' /lOll"ticipdlin,l3 ,'['(·dil: ullions. 

Tilb I c 9 
Cred it Union AssGcialioll Scll--FilldIIC.lllg Analysis 

1990 1991 19n 1993 1994 Total 
Sou rces I)f Funds 

S tab i.1 . IRe s . Fund 67 86 1 () R 130 156 5 LI7 

CUA :·;embershi p Fee J 31 41 52 66 79 269 
Prevo Year. Ba lance 133 60 28 13 16 250 -- --
Total 231 187 ]88 :~09 251 1,066 

Uses of Funds 
Personnel Costs 109 120 132 145 159 665 
Operating Cos ts 62 39 43 48 53 245 
Total 171 159 175 193 212 910 

Balanc e 60 28 13 16 39 

1. Annual membership fee cal::lllated at 0.30% of total assets of credit unions. 



ANNEX J-3 

Agricultural Technology Development - Economic Analysis 

This section examines economic feasibility by projecting the yield impacts 
Rnd income benefits of cantaloupe research activities. The benefits are 
compared with the corresponding foundation and private sector costs to be 
incurred to determine net benefits. Constant 1986 price levels are used in 
this analysis and a 10 year period is used for discounting purposes. 

a. Estimated Yield and Income Increases 

Improved technology will increase yields and output. The use of 
economic criteria by the £oundation in the selection of the techr.ologies to be 
developed should ensure that the project's provision of technology both 
increases yields and decreases cost per unit of output. 

The increased profits of those agribusinesses and growers using the 
new technologies and the project's wi~e dissemination of its technologies will 
lead over time to increases in hectares planted, and further increases in 
production, income, and rural emploYlJlent. Lower costs per "11it may permit the 
Dominican Republic to substitute local production for imports or to compete 
more effectively in export markets. 

In Tables 4 through 7 attached, data are presented to illustrate the 
effect of increasing yields on net income, using cantaloupe production as an 
example. Table 4 gives hect~res cultivated, yields, costs, income, and net 
income for a Base Case and four alternatives, A through D. 

The Base Case reflects the actual yields, output, costs, and in~me of 
cantaloupe farmer Edl~ndy Fernandez of Azua in the September 1985 to February 
1986 growing season, which is included in "year 0" in the analysis. He grew 
cantaloupes on 11 tareas (.69 hectares), working under contract from Domex (as 
a colona). He produced a total of 393 40 lb. boxes: 303 boxes which sold for 
8 pesos per box and 90 at 6 pesos. The average effec~ive price per box of 7.8 
pesos reflects these figures and the sale of 100 bags of rejects (i.e. 
rejected for the export market) which sold for 1 peso a bag in the domestic 
market. His yield on a full hectare would have been 568 40 lb. boxes which 
corresponds to 46 % of a good United States yield. His net income was 300 
pesos, which was approximately 11 % of his costs and 10 % of his income. this 
net income may be regarded as 3 return to the land and to the management 
provided by Sr. Fernandez. 

The Base Case projections for years 1 through 10 assume no changes in 
yields, hectares cultivated, or costs of production per hectare, as shown in 
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Table 5. In Alternative A, yield is projected to increase to 80 % of a good 
U.S. level in five years. In Alternative 8, the 80 % level is reached in 
three years. Alternatj'-"'3 C and D assume that 70 % and 90 % levels, 
respectively, are reachcc.. in five years. From these increases the annual 
increase in yield per hectare figures are derived. Afte~ the target share of 
the good U.S. level is attained, a 5 % growth rate in yield is assumed for all 
alterllatives for the years remaining in the lU year period. '(he slower growth 
in later years is consistent with the pattern of costs to be incurred. All 
the alternatives assume no increase in ilecLares cultivated and assume that the 
annual increase in costs of prcduction are one-tenth of the increase in yield 
per hectare. 

Net income over the 10 year period for each case and the excess of the 
net ijcome of each alternative over the Base Case are presented in Table 6. 
The assumptions on yields and increases in costs of production per he. cited 
in Table 5 result in sizable increases in the net income above the Base Case 
level of 300 pesos. By year 10, net income in Alternative C exceeds 2,900 
pesos; Alternative A, exceds 3,700; and Alternatives Band D, more than 4,400. 

The presellt value of these \let increases O'Jer the 10 year perjod 
reflects the assumptions built into Table 5 and Lte rate of discounting used, 
as shown in Table 7. Using a 10 % rate, the net present value for the four 
alternatives ranges from 8,241 to 111,988 pesos. 1f it is assumed, for 
example, that the project's provision of technology would achieve the results 
given in Alternative A, the net income benefil (measured in today's pesos) 
would be .11,549. That is, it would be worth t-;pending up to this amount today 
in order to realize.: this benefit on Sc Fernandez's. ()9 hectare. 

Using the 10 % rate of discount, net present v21ues are given in Table 
8 attached for a varying number of hectares. for Alternative A, for example, 
the net benefit of 11,149 pesos corresponds to 16,693 for a full hectare and 
16,693,011 pesos for 1,000 hectares. This 16 million pesos may be considered 
the additional return to land, management, and OIoJllcrship should the assumed 
increases in yields and reductions in cost per hectare be extended to 1,000 
hectares. 

b. Net Benefit 

It is important to note that the benefit of increased yields resulting 
from the new technologies would not accrue solely to the growers. In practice 
agribusinesses and growers would share in the increase in income according to 
their contracts; consumers could benefit if competition leads to declines in 
the domestic price of the crop (say, for traditional staples, or for import 
substitution crops). 

The figures in Table 8 illustrate the importance of considering both 
yield increases and the hectares cultivated when assessing the benefits of 
improved technology. As noted above, research expenditures would benefit 2 
crops fully and 3 partially. In this context, 'fully' may be interpreted as 
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attaining 80 % of the good U.S. yields in five years, which corresponds to 
Alternative A. 

It is reasonable to assume that at least 1,500 hectares of currently 
cultivated land could benefit. As indicated in Tables 9 and 10 attached, 
1,000 hectares (roughly) corresponds to th~ Dominican land devoted to the 
cultivation of cantaloupes in recent years. About 2,000 hectares are thought 
to be devoted to cantaloupe production ~t present. 

Because of the small volume ~f Dominican exports relative to the 
present levels of U.S. imports, the~e exists a strong demand for 
non-traditional crops which the Do~inican Republic could meet as it lowers its 
unit costs through improved yields. 

In the present analysis two levels of hectares cultivated were used. 
Case 1 conservatively assumes 1,500 hecatres are affected. Case 2 projects 
3,000 hectares affected, anticipating increases in production and exports as 
the country becomes more competitive internationally. Net in~omes for Cases 1 
and 2 of Alternative A are estimated in 'fable 13 attached. 

It should be recognized that there will be some lag between the 
improved teciinology first being developed and its adoption by agribusinesses 
and growers. As shown in 'fabJe 13, it is assumed that the improvement in 
yield initially affects only 2.~ % of the applicable land; half the balance of 
land benefits the next year, and the remainder the following year. Lags in 
income are accordingly built into the net income estimates, as indicated in 
the table. The bottom two row;" of data in Table 13 may be regarded as the 
benefit of the technology package at two levels of affected hectares. The 
present value of these benefits are giVE.! in the first section of Table 3 
attached. 

Using present values, costs are subtracted from benefits in Table 3 to 
attain the net benefits of the Foundation's technology packages. At 10%, 20 
%, and 30 % rates of discounting, net benefits are positive. At 20 % the 
technology packages provide net benefits of approximately 6 million pesos on 
1,500 hectares; and more than 16 million on 3,000 hectares. 

Should the impact of the Foundation's activities correspond to 
Alternatives H, C, or D, the net benefit would also be positive, as shown in 
Table 14. The most conservative alternative, C, at the lower number of 
hectcres, still has a positive net benefit of more than 2.9 million pesos at a 
20% discount rate. 

Expected Foundation activity effects on foreign exchange and rural 
employment are expected to b~ favorable. 

Uverall it is concluded that the provlslon of technology packages by 
the contemplated l{esearch Foundation should provide net benefits to the 
economy in the form of increased production, income, foreign exchange, dnd 
rural employment. 

" , 
" ( 
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) ; , 
------------------------------------------------- --------------------------------- .------------- -- -- ... _--- ------ .. -.... __ . ---- ... -_._---------

Bil5E Cil5E 
H~cl~res culti/it~d 
Nib. I:o::c; p::~uc~d 
iiel.:l in 4v :b . ';O t ei per hoi. 
t:o;l; of ?;lJc:.ld:c~: 

To~al 

r!.· ~O lb. ilOl 
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Yi3 . (' 
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5eE . ! : -~ \ 
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• d. 
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3, . :J 

\l . ,~ 
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~ .;;c: 
.:-. . . 
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. .. 
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::a. I 
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40 lb. bCH5 ~~cdl.:ced 

'fi!ld in ~o lb. :!ox~s pi!t ha . 

Cost; of ::"t!\ld~i'",'-i' =:= ===- iohl 
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ALlERllAltVE [l 2. 39"- I.n: 1.32l I). ;-a ·j. 7\1 v. st) t 0).50'. Il .SO! U . ~O! v.591 

• 

---.---------------------------------------.---------------------------.--------------------------------------------.---------.--------------------;l'<-- ::::::::::::::::::::::;;;;;;=:::::::. 
II~ES: 
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t ej.?.::t;J ~ 'f th! 3n !Ie., ;!;. in:; inr:;.:ll i~.~ ~;p!!~i to iU:- O. 

S11E3: 
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ALlEiui,,; Ji,t I.: lie: 11;COiIE flBOVE BASE CilSE 
; ii Pt~iJS i- d, dEL Ili~"~ /1)1 3, :.',.' ~. . ('\ ," 

~): ~IJ 
___________ ~ ____ • ________________________________________ h ___________________ " _________________________________________________________ _ 

Inue;ileil~"l ;'. Ji f,deo bl' 
~"UI;Lldtlul,': I£,ctlnol~~)' Pacl:age: 

!;i1LJI ~,dlJre(5) 

;- H~l £,:t~'rI5j~rl lo yrcllers 
Lasl el:le'r.slor. to growL'1 ~ 

JIIL,L:'ltllllol ;,1,0i'IE GUi.Rli]E!J 011 
li:illil'Io~GD I,i~ II,:'CS ~jJ III UiGS, PESLS H:h hi .. : 

11;:I:",! l.~ctJf~(~) 

eliSE 
I~lll 

CI,St: 
ilr:l 

1'lc;;L e:::eflSluli lu yl al.~rs 
L~;.L .::, LL'II:'IUlI Lo 91 o~u~ 

I aLJ J 

I: I, J(IV heLl JihES iHEClED 
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'I. ~, Vi:lll 11E~TII~ES ~FFECrED ". 
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MLl ~i(:il" I'IE bSt S 
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~~ 

L.'" 
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/I" 
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~ I CI~ it. wJ 
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1, lid 1 1,7 i ~ ..:,U ~', 2~ 1 

1,021 ..:, t· ~ ~ .i,4'll ,I,..: j. 

1,~4~ ~, ~ ;,~; 6,9E:: B,~u, 

J 

~~ J0:J 

1, ~~~ I,SO 
1, ~ i~ 1,6)h 
3,~d :(,61.1'1 

~, oil < " 
~ I ,I.lt" 

9,:'08 lv, b 11 
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1 j~ 
~, 1)41.1 
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~ir~t (~tc~~10n LG ylo~er5 
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IIlLrHitJilliL ! :;l.uh: GEliEf1ill Eli Uti 
UIlUitil,uf:G hc.CII;hl:S Wlfli LAGS, PESUS FEk Hil.: 

[iiSE 
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:;c t 

l:llllal hl'ctJI e(s) 

First c,tefisicil ~o growers 
L~5L 2xt~G510n Lo growers 
iOlll 

I: i,:'VI) HEU I"RES IIFFEC I ED 
JIICOI:,~ III lflu'.Isar,d; oi pesus 

'"~ ~'J L".tl' HECr"hES AFFEC fEU 
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~6 

. -
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;L dtlitl (..iE c: i,EI lUCO~it libui'E BASE LIISt 
ill rE~GS rH, HEC11.i\c 

JrlCHhllSEu HcC'; 1 iiIlLS: 
llicr()~enlal % Ji leclco by 

• Fo"nd"llun'·~ [cchnuJo91 Pdcl~ge: 

inlLIJI :,~cl.HE:(cJ 

FII~l e,lcl,slUl, Lo qrutl~ls 

~Jsl e:tenslon Lo growers 

l:IC?~MEHlil~ lIlCUnt Ctilil<itl ED G:t 
U~CH~NGE~ HECr~kES ~i]H L~GS, PESOS FER H~.: 

ltl5E 
I1~L 

Ci\~E 

lid 

I~l·.l',j hC'rL,relsl 
Flr~t E,:tenSlon ~c grDH~r~ 

Lad t,:Lef.SIU, Lo J' o,~!:r~ 
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TABtE 14 
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ANNEX J-4 
AGRICULTUAAL DEVELOPMENT FOllNDA.TION 

GENEAAL l3YI..AWS 

NAME, OBJ~rlVE, OOMICIL.E AND OOAATION 

Article 1. An associat ion named Fundacion para 01 Desarrollo Agropecuario 
(Agricultural Developml-.:mt Foundation) is incorporated with the objective of 
praroting agricultural development in the Dominican Republic. \vith these 
objectives the asociation shall see1<: 

i1. To establish a financing system for projects generating, adapting am 
transfering technology, carried out by private enterprises, universities and 
technical schools, resear-ch centers a~1 others. 

b. To create and/or stren']then mechanisms allowing diagnosis of situations, 
recommending and sponsod nq research, transfer of technology am agricultural 
development projects in general. 

c. The geneI"ation and adi1ptation of agricultural, forestry, ;=J.groindustrial 
and related technolCXjies sui tab le to the country IS conditions and requirements. 

d. To compile am publish agricultural research find.ings carried out in the 
public and private sectors. 

e. To sponsor events tending t.O improve the capabilities of agricultural 
pro:'.lucers and profe3sionals of the country. 

f. 'rransference of avuilable agri.cultural technologies by holding workshops, 
field days, practical courses, radio and television programs, pamphlets, and 
other even1:s. 

g. To 1.uld events that allow the study am recommendation of policies am 
measures prorroting agricultural development of the country. 

h. To carry out activities associated with the Qrincipal objectives of the 
Foundation. 

Article 2. This will be a non-profit association incorporated in compliance 
with Law No. 520, dated July 26, 1920, or law that substitutes therefore, on 
nO':1-profit associations. It slu~ll have an oval seal bearing name, year of 
foundation, and any other detail which the Board of Directors may determine. 

Article 3. The Association shall have an imefinite duration ani may only be 
dissolved in the manner provided in A.rt. 56 of the Bylaws, in compliance to 
law No. 520 mentione-'i :ltove. 

/;" 
~\ ". , 
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Article 4. The Association shall not pursue political nor religious partisan 
objectives, nor profit for its associates. 

Article 5. '!he l\ssociation may carry out its projects through its own 
management, or jointly with other private or public entities. 

Article 6. The Association shall not assume financial responsibility to carry 
out its projects if it does not possess the necessary resources to carry them 
out, or if it is not certain of collecting them in a timely manner. 

Article 7. The Association, by virtue of incorporation, shall acquire legal 
corporate status in the Dominican Republic and in virtue of which will be able 
to: 

a) Appear in court ~s plaintiff or defendant before any court; 

b) Enter into contracts and consequently rent, possess, acquire all 
types of goods and real estate; sell, transfer and in any other way alienate 
or mortgage, give in security, antichresis or in any other way tax his(her) 
furni ture and real estate. 

c) Take loans for purposes of the association, issue bonds to that 
effect ,~ guarantee the bonds with mortgages, securities or otherwise issue 
shares and dividend coupons ~rrrl guarantee them; 

d) Raise funds am:mg the private sector and in general accept 
ccntributions in the form of money, materi~l goc:rls, services or trained 
personnel t.O carry out the purposes of this association; 

e) Practice as a corporate entity ~ny authority necessary to carry out 
the al::x::>ve mentioned acts. 

Article 8. '!he Association establishes its domicile in thE ~l~y of Santo 
Domingo, D:Jminican Republic, in the locale arrarged by the Board of Directors, 
but may be transfered to any other place in the D:>minican Republic by 
resolution of the General Assembly of Associates. 

ON CAPI'rAL STOCK 

Article 9. The Association's capital stock varies and shall be made up of 
contrirmtions made by associates or person outside the a~sociation to be 
invested in the projects sha.m in the social objective and to create a 
patrimonial fund as provided by the regulations. 

Article 10. The shares il:sued fjhaH be valued at 00$100.00 each. 

Article 11. The General Assembly of Associates shall determine the minimum 
amount of shares required for each associate to purchase. 

http:RD$100.00
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Article l2. No type of action or 3.ssociation certificate issued to members of 
the Association shall grant the recipient rights to the benefits or patriu'Ony 
of the Association. 

ON" THE I\.SSOC I l\TES 

Article 13. Persons with a !!'Oral reputation for honesty and 'Jood manners an:1 
who adhere tc the clauses of these bylaws may be members of this l\ssociation. 
The Genet,.ll Assembly of Associates shall set the quotas to be paid by the 
associates. 

Article 14. Reqnests for membership shall he d.one in writing an.'l addressed to 
the Board of Directors. Fifty percent plus one of the votes of the memeers 
attendinJ the Boord of Director's meeting is required for approval of 
membership. 

Article 15. MembersJf the Association sh"\ll enjoy all rights generally 
accruing to such status, in harmony with the clauses of these bylaws and in 
particular with the following: 

a) 1'0 participate in the election of the directors of the .'-\b::ociation. 

b) To be elected for the same duty. 

c) ro p~rticipate in all ~cts, meetings, assemblies, conventions, 
congresses, courses, programs, debates, studies and other activitie3 being 
held by the Association or in which it participates, exce9t when .attendance is 
limited for justified reasons. 

d) 'ro benefit from all serviCES arrl facilities established or provide::l. 
by the Association. 

Article 16. The Association shall have the following types of 3ssoci3tes: 

a) Founders: Individuals who at the moment of constitution of the 
present association sign the incorporadon agreement. 

b) Active: Individuals who incClrp::>rate themselves as active members of 
the association, shall enjoy the rights a1"' .... '1 assume the responsibilities 
established in these bylaws or in the resolutions of the General Assembly of 
Associates. 

c) Affiliated: Individuals who ,10 not intervel1l.~ in the management or 
control of the Association, but Who show (lesire to t)Qllaborate w:th its 
objectives in the committees establishel in these bylaws or in tlnse 
cormnissions which may be created by the Board of DirE-ctors. 
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d) Honorary: Those irrlividuals who aLe worthy of this distinction for 

deserving the esteem, consideration and respect of the association. The 
designation of this type of member shall be made by the \3oard of Directors 
before tw:> thirdl;:; of its members and by secret vote. At this time, the rights 
and prerogatives conferred on the irrlividuals honored with this distinction 
shall be determine1. 

Article 17. l'11e mern'-)ers of the Association are subject to all the duties 
which in the generally admitted concept are derived from this desi.gnation, and 
especially to the following: 

a) Contribute with enthusiasm and activity to the accomplishment of the 
objectives, progress and prestige of the Association. 

b) Comply Nith the provisions of these bylaws 3.!'rl the resolutions 
validly adopted by the instruments and officials of the Association. 

c) Strictly observe the rules of professional 8thics adopted by tht~ 
Association. 

d) Submit themselves to those sanctions validly pronounced against them 
for justified cause. 

e) Punctually and diligently comply ~ith all the fW1ctions and 
commissions for which they were elected or designated. 

f) Punctually comply with regularly established fees an.'i contributions. 

Article 18. The rights and duties of the members may be totally or 
partially suspended: 

a} Upon request of the interested parties, when they are out of the 
country for a period of at least six rronths. 

b) For disciplinary sanctions validly pronounced. 

Article 19. Loss of membership statu~. Membership status is lost: 

a} By absence 

b) By death 

c) By penal or disciplinary conviction. 

d) If validly expelled 'by the Bo:trd of Directors. 

e) For having failed to pay one year's fees, with 15 days' prior notice 
by the Treasurer of required payment • 

\ 

\ 

,"'" .' " \,' 
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In all cases foreseen in this l\rticle the l~"!.rd of Directors will provide for 
the distribution of the Association's membership list. 

Article 20. The association SlBil be ':loverned 'oy the General Assembly and the 
Boar:1 of Directors. 

ON GENE;RAL ,\.S:3f~>ldLIt:S 

Article 21. The General l'\ssembly she.ll be made up of the founding members and 
of toose -ictive members vlho h:we acquired such right, in compliance to 
requirements established by the General Assembly. 

Article 22. Tr..e General .l'\ssembly shall meet ~)r1inari 1.y r~ach year, within the 
three Il'Onths fo11ONing the closing d'1te at the fiscal year, follONing 15 days' 
notice by the Board of Directors, to he'1t' the report of the previous year's 
activities of the Board and to elect the new Board fat" the subsequent year; 
the ~rdinary Assembly willa lso hea.r any other issu(~ submitted by ::lny group of 
associates representing one fif.th of those present. 

Article 23. In oder that the l\ssembly TTIily ,ldiberate, fifty percent plus one 
of the associlltes must be present. If this number is not present, the Board 
of Directors shetll SW.moT1 i1 new meeting on2 hour lflter, the same (lay; the 
Board shetll deliberClte and "'Ii 11 vlllidly decide whatsoever be the number of the 
attending associates. In the ;;:tssembly sessi.ons, ord.inr.1ry as well as 
extraonl.inary , agreements shi'ill be reached by dE'Cision ;;:tpproved by fifty 
percent plus one of the :1.ssociates present. 

Article 24. The annual report presented before the Or::1inary Assembly shall 
include a detailed report of the Botrd's work ani lYe acca.apanied by a 
descriptive general b:tlcmce and of the income and outflow of experrlitures 
during the year. 

Article 25. The C':18neral Assembly shelll meet extraordinarily each time the 
case merits, follONing a swnrrons by the president, or by five or Il'Ore members 
of the Bo:lrd of Directors, or by one fifth of the active members. The qoorum 
shall be the same as for the ordinary asserill)lies, established in Article 23 • 

.l\rticle 26. 'The Clttributi.ons of the General /\ssembly are: 

a) Elect the Board of Directors; 

b) Elect a Comissary and ·:in alternate Corrunissllry; 

c) Reform the bylaws; 

d) Set extraordinary fees 'vVhen required by the needs of the Association. 
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f} Determine the dissolutioTl of the Association, for which three 

quarters (3/4) of the a.ctive members, whose dues 3.re pai" must be present "it 
the session. 

Article 27. The Commissary shall r!~nder 3.n i'lnnu3.l report "idjusted to the 
norms of the Commercial O:de. 

ON 'rLIE BO\RD OF DIR&..'"TJRS 

Article 28. The Foundation ~;hall be goverened '01 a Board of Directors made up 
as follows: 

one President 
one Vice-President 
one Secretary 
one Treasurer 
the me.mbers elected each year by the General Assembly 

l\rticle 29. The General I\ss'::mUJly shall determine the number of members of the 
Board of Directors, which may be no less than seven nor m:n:-e than fifteen. 

Article 30. The first Board of Directors shall be nilllled by Constitutive 
General ,Z\ssembly am the subseqtl8nt by thermnual General Assembly. 

Article 31. The l303.rd snail elect from its members a President, 
Vicepresident, Secretary and Treasurer. The same Beard may also elect if it 
deems it necessary, a Vice Secretary and a Vice Treasurer. The other members 
will act as members. 

l\rticle 32. 'rhe members of the Board of Directors, with the exception of the 
first, shall serve for two years, with the wiierstanding that they will 
continue in the performance of their functions until the election and 
assumption of duties of their elected successors. 

Article 33. In order that there be continuity in the Foundation's r.1ana,gemant, 
the half of the members of the Board srall be r3n3wed each year. To this 
effect, the first members shall be elected by the Constitutive General 
Ass~mbly in the following manr.er: half of thf~ members for three years and the 
other half for t'Ne years. 

IU'ticle 34. Chly irrlividuals may 3.ct as members of the Board of Directors. 
Article 35. Upon completing the term for which they were elected, the members 
01: the Board of Directors may be reelected fur succeeding terms. 

Article 36. The Board of Directors shall meet in ordinary session at least 
every 3 months and extraordinarily as many times as the President may summon 
on his(her) own initiative or request half of the members of the Board. The 
meetings may be substituted by those of the Executive Committee, 
notwithstanding the Board of Directors shall meet at least every three Tocmths. 
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ltrticle 37. The Board 
fifty percent plus one 
or his represent-=ltive. 
be determininq .. 

of Directors is valU1Y:J.t?pointed with the presence of 
of its members, as long as the President is among them 

In the case of 3 tie vote, the President's vote shall 

Article. 38. The Board of Directors shall hilve the broadest faculties to 
freely mal1r:lge the Association; s business affairs with gener31 power of 
atto:rney to manage its .lssets an.i to eX'3rci'38 311 types of juJicial or 
extrajtrlicial acts, with no limitation whatsoever, in accordance with la\vo 
The 'tklard S~lal1 therefore be able to: 

,:1) j~ame and dismiss the Foundation's E:xecutive Director, the other 
officials an.] em;;>loyees, as well -=lS set their attributions arrl remuneration; 

b) 112prl:!sent the ,1\ssembly before third parties and before courts of 
justice; 

c) ('omply with and 8nforce the [Jrovlslons of these Bylaws, the 
regulations "lnd resolutions dictated by it and by the Genen,l Assembly; 

.1) Elect -=llOCll1'J the members of the ]1()'1r<1 the subst.itute for the 
VicE:-President. when such position is vacant; 

e) Decide the C\dmission of new members, accept their resignation am 
grant th::l1l tempxary leave i 

f) EntE!r into all types of contracts related to the development am 
per:Eorrtlt'lnce ot the objectives of the Association; 

g) Register mortgages ~rrl privileges a~l grant cancellation of same 
when pertinent; 

h) Name lawjers, agree i,.rith these on their fees, execute sentences, 
practice all types of embargoes, agree, disagree and stipulate on all matters 
of an administrative nature; 

i) Approve the budget of income and eXI.)eooituresi 

j) Regulate the use of the Association's patrinonial fum, invest 
operational funds in compliance with the cJ!nmitments for financing research 
projects, transfer of technology and others bearing upon the country's 
agricultural development. In the purchase of real estate and conservation of 
same, on employee salaries; in the celebration of acts, meetings, assemblies, 
conventions, congresses, courses, programs, deootes, studies and other 
activities held by or in which the Association participates, as well as in any 
other expenJitures with which it agrees; 

k) Authorize the sale, exchange, or encmnbrance of the Association's 
assets; 

.'\ 
"\ \ \ 
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1) ,\uthorize the purchase 'Jf real estate, the receipt of donations and 

ocntracting of loans; 

m) Dict3.t.e the internel.l operation:tl reguhtions which it may consider 
l1f~essary for thl~ gcx:xJ perform:.ll1ce of the :\ssoci<ltion., as long as these do not 
go against these Bylaws; 

n) Open bID~:1ccounts <J.'}ainst \.,rhich only the DrE:sident 3.0:1 'rreasurer 
may draw or such others to whom thf.~ Ll(Y1rd of Directors may delegate this 
operation. 

fi) Summon the Gener3.1 I\ssc~ml)li(~!-3 ,H1d ~:;et the order of the :lay. 

Article 39. The Board of Direct,Jrs nny delegate, LU1Cler its resp:msihility, 
all or part of its ,~ttributions 1:0 "l11 Execlltive Committee maJe up of the 
President and two members, to the Pr,~s id(~:1t or to the Executive Director. 

Article 40. The f3o;:lrd 01: Directors sh .. -d,l name the lT12mbers of the Committees 
on Program, Finance and 13uiget, Nominru:ions "nct r)r~v(~lorl1lent. It may also name 
other permanent or transitory comrnissions, to whose charge the specified 
activities of the 1\.ssociations ~lre ",nt:riJstr~d. 

Article 41. The 8cBrd of Di.cectors shall set the attri.butions and the number 
of members of each of t';1e cOl1'mitter?~3 'lriJ c()frunissi::>ns and shall desi'Jl1":>.te these 
persons. 

Article 42. rhe corrr:nittees ao:'l the clJfn:-:lissionf3 Shlll nome tne ·::OOrdin>.t:l)r or 
President of same and :3hall draft their o..,rn requla tions, which sha.ll be 
approved by the Boara of Direct.xs ;H¥1 shall. render to the Board reports on 
what is agreed or resolved in thc:! sessions held. 

Article 43. No committee or commi SSl()t1 shall implement 3.11 agreement or 
reaolution adopted vJithin the limi.t of its ilttributions, without prior 
authorization of the lbard of Dire::tors. 

Article 44. The Presiderlt I s attributions are: 

a) Submit to the Board the apfli~atic.ns of new associates. 

b) Sign, together with the Secretary, the summons for meetings of the 
Board of Directors, am presine over same; 

, . 
\' \ '.1 

\ \ 
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c) Represent the Association in justice and before third parties and 

sign in its name all types of contracts; 

d) Represent the General Assembly, the Bo:trd of Directors and the 
Association, and carry out all the actions not entrusted by these Bylaws to 
other organisms or persons dependent on same; 

e) ~nsure that incor[XJration of the ~sociation is in compliance to 
law, and like'l'Iise request the approval of the mcxHfications which may be 
intrcx1uced in the Bylaws and the regulations; 

f) Ensure that ongoing activities are carried out in compliance with 
the provisions of the Bylaws and regulations. 

g) Ensure the accurate compliance of the agreements of the General 
Assembly and the i3o.:=l.rd of Directors; 

h) Sign, together with the Treasurer, the checks issued by the 
Association; 

i) Sign, together with the Secretary, the invitations and public 
notices and documents representing the Association; 

j) PreEX..lre the order of the day of the General Assembly and of the 
sessions of the Board of Directors; 

k) Authorize all disbursements made by the Association. 

ON THE VICE-PRESIDJ!NI' 

Article 45. The Vice-President will replace the President in the event of 
absence, sickness, incapacity or for any other reason that the latter is , 
absent. 

O~J THE SOCR8rA/.\Y 

Article 46. Attributions of the Secretary: 

a) Read the correspondence in meetings when pertinent: 

b) Draft correspondence agreed by the I30cird of Directors or tha 
President; 

c) Maintain in the Association's office copies of correspondence issued 
or received and keep it always at the disposal of the Board of Directo=s; 

d) Sign, together with the President, the invitations and public 
notices and have summons circulated; 



-10-
e) Draft the General Assembly's Rcts and those of the board of 

Directors' sessions :un read them when pertinent; 

f) t1=lintain the m';'nutes, a membership regiBter, control of absences, 
justified or not, of the members of. the 13c').-J.rd of !)irectors. 

Ot~ TI IE 'rREl\SUR8R 

T\.rticle 47. Attributions of the Treasurer: 

a) :)versee the general 3.ccounting of the A.ssociation and certify with 
the President the 'oc"11ance rmd statement of accounts to be submitted to the 
General Assembly am to the Board of Din~ctors, as well as those presfmte:1 to 
third parties; 

b) Render in the meetinqs of tl1e IYJUr,J (If Directors or the Exf!cutive 
Corrunlttee and in the Ordinary GenerCll Assembly, a report on the Association's 
accounts. 

c) Receive and deposit in the Lnnks indicated by the I30a.rd of Directors 
all the 3.ffiOunts of money tha.t for ,my reason corresp.::>nd to the Association; 

d) Si}t1, to;lether with the PresUent, aU the checks issued by the 
Association; 

e) Affix copies of the detailed statf'!ment of aCOJunts "ind operations of 
the Association which the Bo:trd nuy present, in a visible place in the office 
of the AssociRtion; 

f) Sign the receipts for the collection of memD~rsh:'..p fees; 

g) Maintain a register of the financial standing of the members which 
shall be kept to d3.te and present:81-1 to th~ BO'lrd of Directors or to the 
General Assembly, when so reques ted, and 

h) Keep an inventory of thc! rlssets of the A..ssocirltion, both real .~state 
ani furniture. 

ON THE OTt iER ;'1E.'1Bf~RS OF 1'lt<.: BOARD OF DIRECroRS 

Article 48. The other members of the Bo8rd of Directors shall have the 
attributions assigned them by the Gen(~ral '\ssembly, the Board or the President. 

EXECurIVE MAl:JAGEM&'IT 

Article 49. Executive [1anagement ~.s charged with helping the President and 
the Executive Conunittee in all its operations. It shall be made up of the 
Executi ve Director am by the necerjsary auxiliary personnel. 

Article 50. The Executive Director shall be the Foundation's principal 
technical :too administrative official, responsible to t.he Board of Directors 

"(:: " 

\' 1.'. 

\. 'J 
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and the President. The l3o:lrd of Directors develops the requirements for the 
performance of this position. 

Article 51. The Executive Director shall have the following responsibilities: 

a) r1aintain a permanent relationship with the President and/or the 
Executive Committee and carry out their instructior,s; 

b) Direct the bureaucratic management and bureacratic services of the 
Association; 

c) Carry out liaison functions between the decision-making organisms 
and th~ work committees .and commissions established. 

::1) Prepare the ."1nnuCll \!.JQrk prOJrams and submit them to the 
consideration of the Board of Directors; 

e) Propose to the Board of Directors the designation of the 
Association's technical and administrative personnel; 

f) Promote and coordi~ate fund raising activities with national and 
international organisms, public relations, and other activities ordered by the 
directive bcdYi 

g) Ensure the efficient execution of the projects and activities 
contracted or executed by the Association; 

h) Prepare am remit the rep::>rts which the Board of Directors, 
Exealtive Comittee or the President may require and with the regularity 
established by these; 

i) Ensure with the Treas'..ll'er the gcx::>d operatio.1 of the Association's 
finances including the implementation of the Budget and the income and 
disbursement of funds; 

j) Approve justification doclli~nts for checks to be issued; 

k) Any other matter that wit:"lin the institutional framework of the 
Association is entrusted by the management bodies or the President. 

00 'I'HE ORDER OF '1"dE DAY A'l' THE S&SSIOI.~S OF THE B)i\RD OF DlRECI'ORS 

Article 52. Besides the matters includ~i by the President in the order of the 
day in the ordinary sessions of the Board of Directors the following, at least 
should be included: 

a) Reading of the minutes of the prior meeting 

b) The Treasurer's financial report 



-12-

ON SANCrIONS 

Article 53. 'rl1e officials of the l\..ss~iatiol1 or of the Board of Directors who 
v.ould carry out any act or contract couunitments for the Association without 
follOi'linl:j the nor:us of the Bylaws nor ,:mtl1orized hy the Bylaws, shall be 
personally resfX)nsible, not only for the act itself, but for the damage and 
prejudice caused. The members of t.lle Ib"lrd of Directors who vote .:I.gainst such 
acts are not held rcsponsible. 

ASSCCII\TIOf-l' BmK3 

Article 54. 'rhe Asscx;;~atiotl sh"'l.ll maintain the following books, in compliance 
to Article 7 of L"1w No. 520 cl::'ltf:'<1 ,July 2G, 1920, em Non-profit t\ssociations: 

a) a re9isl~er ' ..... hcre the tVlm·os .Incl c,unr,lIles I c)ccl.1pation and domicile of 
the aSSOC1::lt~c;s "r"~ ::.Jt':,,1 i 

b) 3n inv(~nt:u[y ',yb~:~,.? "L l r, Inli !:liLt.' lit I et;,'ll ·:::state belonging to the 
.Z\sSOCl 'it ion ~31n 1.1 IX; \::)1' C '1; 

c) the? \"XY")\',~:; j,-y.l'j,?l '~1[)[)r'Y)r1:1l'-'~ Cor t:!K .r\::;s~)Ci.oiti.on to keep '.::>rrlcrly 
accounts; shul!i.ng :d.l i.C:':()ln'C~ ,lId -!i:);)i11:s(~iI\ents wll:.h ~n '~Xclct indication of the 
ori~in ot tnc I()[j;v!r It"l t.h" Lfl'/(;:;t w'nt oE tJ1C l'lttCr. 

Par.:l.graph. T1K: bJ.)b:: n~tllJit:(~<; lY/ i\rtir:Le 7 c:f i~'1"" 520 of 1920, sffill be 
numbered ;~nd SL:lllIF,.::J. em th(' ;:irst :Ill:} 1:1st [Xil:Jes by the Justice of the Peace 
L',2 the judicial distl'i,:::t.)[ the; i~'-l u.on~t L Dist.rict I in vlhich the Association IS 

vLfice is located .. 

ArtiC19 5S. Dissolution of the I\.ssCY..::iat:i.oll uy the ~"il1 of the :lssociates, may 
only be resolved by -, C~cneFl.L :;;x!:racx,Enary Ass2mbly convoked Eor this 
purpose, made of not less than three quclrl:.en; (3/-4) pcl.rt of the m8mbers of the 
r13sociation, by resell.llion ti1V 1 1)'1 the ;rnjority of the 3/4 palt of the 
members present. 

Article 56. In C'lS.2 of dissolution, t~H=O I)rDcedure established in l\rticle 12 
of Law N':). 520 daten July 26, 1920 wi.' .. l be follOtJea and the amounts obtained 
from the sale of the go:>:1s shall be ,ii:.:;tribuced aITDng societies or 
associations pursuing similar objectives to those of this association or shall 
be returned to the D::)minican St::lte, in the C':)93 th::'1t the cormer would have han 
their origin in dOMtions from the la!~t:er. 

Article 57. The fiscal years shilll lnve a duration of one year ending on June 
30th of each ye.:l.r. 

" ,<', + 

"\: I,' , . 
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~rticle 58. A balance will be dra~n each year and the necessary financial 
statements shall be presented to clearly show the Association's financial 
status, which should be accompanied by an external ami tor's opinion prepared 
by an Authorized Public Accountant. 

TAA.."1SITORY PROVISIJI\IS 

I\rticle 59. rhe General Ocganization Meeting shall designate arnong it::; 
members one or several who will be in charge of requesting before the 
Executive Power: the incorporation of this Association and comply with the 
other publicity procedures indicated by Law. 

'rhese Bylaws done and drawn in four (4) originals, one for jeposit in the 
Association's safe; another to be delivered to the Attorney General of the 
Republ ic so he C'ln request the Incorporat ion Decree "from the Executive Power; 
and the other two to be dep:>sited in the Secretariat of the Civil and 
Commercial Chamber ·")f the Judicial District and ii1 ':he Secretariat of thl:: 
Justice of the Peace of the Judicial District, roth in the National District. 

In Santo D:Jmingo, National District, Cbminican Republic, on the day 
of the month of March of the year nineteen hundred and eighty-s8ven (1987). 

Jose Miguel Bonetti 
Luis Crouch 
Fernando Villeya 
Mario Cabrera 
Jose del 2armen Ariza 
RanDn Mendoza 
Miguel Barcelo 

NN 1ES AND SI GNA:rlJRE3 

Sexierlad Industrial D:Jminicana (Manicer?) 
Industrias .l\sociadas 
FERSAN 
Industrias Lavador 
c,~rtonera Dominicana 
Central Romana 
Barcelo Agroindustrial 
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