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PROGRAM ASSISTANCE APPROVAL DOCUMENT
DOMINICA AGRICULTURAL SECTOR SUPPORT
AMENDMENT A

I. EXECUTIVE SUMMARY AND RECOMMENDATION

As anticipated under the first phase of this program, this amendment provides a second cash
transfer to the Government of the Commonwealth of Dominica of $1.0 million of Fiscal Year
1992 Economic Support Funds (ESF) to support the implementation of an agricultural
diversification strategy. By this and previous program approvals, the total level of cash
transfer assistance for the program is $2.0 million. An additional amount of $600,000 in
projectized ESF assistance is being provided to the Government of the Commonwealth of
Dominica under the West Indies Tropical Produce Support Project (TROPRO).

The original purpose of the grant remains: to assist the country of Dominica increase its
capacity to broaden the economic and export base of the economy through a private sector-
led program of expanded and diversified agricultural production. This expansion and
diversification is intended to reduce the foreign exchange dependency on bananas, the
overwhelmingly predominant cash crop and export. The program will contribute toward
reducing the potentially destabilizing effects of banana price, foreign exchange earning and
cverall income declines facing Dominica as a result of the Single European Market in 1993,

The Grantee will be the Government of the Commonwealth of Dominica, acting through the
Ministry of Agriculture.

angmgns Precedent ;g ﬂ:grgmmg of the ﬁ:st.‘phavse of the progmm were intended to
promote the development and official approval of an Agricultural Diversification Strategy

(ADS) for Dominica. Having satisfied these conditions, the second phase conditions involve
actions to promote the effective implementation of the strategy. An additional U.S. $1.0
million of ESF grant funds will be disbursed in two tranches of U.S. $500,000.

Like the original program, this amendment has been designed with the support of and in
collaboration with the Ministry of Agriculture, Trade, and Finance of the GOCD. Private
sector institutions also contributed to its content. It reflects perspectives on diversification
efforts that have been jointly developed between the RDO/C and its Dominican counterparts.

Recommendation: The Program Design Committee of the Regional Development Office for
the Caribbean recommends that the Mission Director approve the Program Assistance
Authorization Document for the amendment of the Dominica Agricultural Sector Support
Program, and the authorization of US $1.0 million of FY 1992 ESF in support of the
program,




II. Background
A. Updated Macro Economic_Conditions

Dominica has a land area of 750 square kilometers of which 213 square kilometers is
considered arable. The population in 1991 is estimated at 71,800. Nominal GDP at factor
cost for 1991 is estimated at EC$412.4 million. Inflation (as measured by consumer prices)
has been low, but has increased in the last few years: 3.7% in 1985, 2.6% in 1986, 4.8% in
1987, 2.2% in 1988, 6.3% in 1989, 1.3% in 1990, and an estimated 5.9% in 1991.

Dominica’s major industry has been agriculture, with banana production and exportation to
the United Kingdom being the leading part of that sector. The World Bank estimates that the
subsidy component of the banana arrangement with the United Kingdom is equal to 10% of
GDP. Banana production suffered from hurricane Hugo in 1989 and has not yet recovered.
A second major agricultural export is coconuts in the form of soap, exported mainly to
Trinidad and Jamaica.

The importance of agriculture is illustrated in the GDP distribution figures for 1990.
Agriculture accounts for 28.5%, manufacturing for 6.5%, construction for 6.2%, transport
and communications for 16%, hotels and restaurants for only 1.6%, trade for 12%,
government services for 17.1% (down from 21.5% in 1986), and other services for 13.2%.

Exports are dominated by bananas. Exports of bananas were valued at US$13.3 million in
1985 (46.8% of total merchandise exports), rising to a high of US$38.4 million in 1988
(69 2%), declining to US$25.1 million in 1989 (55.6%), and recovering to US$30.8 million
. in 1990 (56.0%). Coconut oil soap products accounted for US$7.1 million in 1985 (25% of

total merchandise exports) and US$11.8 million in 1990 (21.4%). The country exports a
number of other products, mainly fruits and vegetables or processed agricultural products.

Dominica’s merchandise imports have grown from US$57.2 million in 1985 to an estimated
$117.8 million in 1990. The merchandise and non-factor service deficit was estimated at
$46.9 million in 1990. The overall balance of payments in that year, including transfers and
capital flows is estimated at $4.0 million. Gross reserves of the country were estimated at
$17.0 million in 1990, the equivalent of 1.4 months of imports. - : S

The deficit in the fiscal budget has been increasing since fiscal year 1987/88. The
government ran a surplus of EC$2.2 million on the overall balance for that year. Deﬁc:ts
increased each year since then and a deficit of EC$51.5 million was reached for 1990/91.
considerable portion of these deficits have been financed by borrowing from commercial
banks: EC$20.3 million in 1989/90 and EC$23.9 million in 1990/91.

Changes in the tax structure caused a reduction in revenues for 1990/91, even with increased
enforcement of the income tax. Over the last six years, taxes on corporate income increased
while personal income tax collections have declined. The majority of tax revenues still come




from taxes on international transactions, with a consumption tax on imports and import duties
generating the largest amount of revenues. The main reason that expenditures increased in
1990/91 was the conclusion of wage agreements with the public sector unions. This resulted
in substantial and retroactive wage increases that caused the government’s wage bill to jump
from EC$60.2 million in 1989/90 to EC$77.0 million in 1990/91.

The government’s external debt increased from US$47.7 million in 1985 to US$86.8 million
for 1991. One major change has been the proportion of that debt that has becn given on a
concessional basis. The portion of concessional debt increased from 73.3% in 1985 to
98.3% in 1991. Over this period, average interest rates declined from 4.1% t0 2.5%.

B. Bananas and changes in the policies of the EC

Current information suggests that the EC will institute a uniform quota/tariff regime on
banana imports beginning on or about January 1993. As currently envisioned, this regime
will continue imports from the ACP banana producers and will allow imports of between 1.4
million MT (the 1986-88 average imports) and 2 million MT (the 1990 import level) of
bananas from dollar banana producers. It is likely that the dollar bananas will also face a
tariff of an undetermined percentage. An import regime of this sort requires a waiver under
the GATT rules and it is likely that an agreement will be worked out among the EC
countries, the ACP banana producers, and the dollar banana producers before it is brought to
GATT.

There is likely to be substantial disagreement inside the EC as to the efficacy. of this
proposed import regime. Germany, which currently purchases bananas from the dollar
banana market and retails them at prices significantly lower than Windward Island bananas

sold in the U.K., will probably be the principal opponent of the proposed regime, since the
change will entail substantial increases in the price of bananas delivered to German
consumers. Given the price differences between Germany and the rest of the EC, it is not
surprising that Germans are the largest, per capita, consumers of bananas in the EC.

If the 1990 level of imports of 2 million MT is agreed upon for the dollar banana quota,
there likely will be a decline in the price received by Dominica for its banana exports. Since
there are substantial couniry specific differences in the current EC importing rules and — -
differences in the reiil price of bananas, the unification of the market will result in a single
import policy and movement toward a price level that is somewhere between the two main
markets: Great Britain (at US$1.08 a 1b.) and Germany (at about US$.50 a Ib.). One
estimate from Great Britain is that the price of bananas in that country may fall as much as
30%. A corresponding decrease in foreign exchange earnings from banana exports would be
in the area of $9.0 to $10.0 million in 1993.

The 30% price decline will be shared by Geest (the shipping company), the DBMC, and the
producers. The effect of such a price reduction on producers will be to force some farmers
who are currently in banana production to shift to other crops. The DBMC plans to modify




the level of services it is providing to smaller farmers and to target "core” producers of 10
tons or more of bananas a year. A price reduction coupled with reduced access to DBMC
services will have serious effects on small marginal farmers.

C. Agricultural Sector Framework
1. Dominican Farmers

There are an estimated 10,000 farmers in Dominica working 40,000 acres. Some 7,900 of
these farmers are working plots of 5 acres or less (with an average of 1.8 acres). About
2000 farmers have plots between S and 20 acres and only 100 farmers have plots greater than
20 acres. The large number of small holdings and the steep terrain in Dominica reduce the
usefulness of mechanization and increase the labor requirements. Smaller plots are consistent
with high labor content farming.

The DBMC is contributing to the diversification of the small farmers by redirecting its
services away from marginal producers. From the perspective of the DBMC, this is rational
behavior, since the administration, collection, and transportation costs associated with these
very small farmers are quite high. In addition, the farming practices of the smaller farmers
compare badly with the larger producers and the result is poorer quality fruit. Given their
levels of production, it is not economically feasible for the smaller farmers themselves to
invest in roads, sheds, or other capital equipment that are required to get high quality fruit to
market.

Substantial intercropping occurs on the smaller farms. Currently, on larger farms there is
substantial intercropping of other tree crops with bananas to take advantage of the high . _ ___ .
banana price. The result of the relatively high banana price has been to reduce the attention
given to other crops in an intercropped system. In addition, there' has been substantial
cutting of tree crops (cocoa, for example) for conversion to banana production. Any
restoration of these tree crops will require access to improved plant material, extension
advice, and an extended investment period.

Small farmers already produce a diversified set of crops. This is a necessity since there is
no other way for them to insure against disease, other natura! disasters, or price fluctuations.
In addition, intercropping on small farms may reduce the costs of pest control relative to
intensive production of one or two crops. These benefits are gained at a substantial cost. It
is more expensive to harvest, collect, and market crops from small diversified farms than
from larger specialized ones. In addition, it is more difficult in terms of management and
more expensive to give each type of crop the required care for optimal fruit quality when
substantial intercropping occurs.




2. Marketing arrangements

The DBMC is the only comprehensive input, financing. collection, and marketing
organization in the country, and it deals only with banana production. As mentioned above,
the DBMC is planning to reduce its efforts towards the smaller farmers and concentrating its
efforts on larger, core producers. DEXIA is involved with smaller, trial shipments of goods
for export. TROPRO/CATCO is working on trial shipments and establishing marketing
arrangements that are intended to parallel those of the DBMC. Currently, the CATCO
program for packaging and shipping fruit to Great Britain is being hampered by the
company’s inability to gain access to packaging facilities in Roseau. The government hopes
to make facilities available to CATCO and other private marketing companies when it
recovers its packing house assets from a defunct grapefruit marketing corporation, which
currently is in bankruptcy and liquidation proceedings. In addition io the above, several
agroprocessor/export companies exist (hot peppers, coffee, cacao, passion fruit) which serve
as the market outlets for producers, and onward processing and marketing.

The private sector mainly exports to the regional market through hucksters. Some 80% of
regional exports are handled by hucksters. Each huckster works with a small network of
farmers, shippers, and purchasers. There is a very extensive, informal credit system used by
the hucksters. While this credit system has not been carefully documented, it appears that
hucksters get credit from the farmer (in the form of goods), from the boat owners (for
shipping), and give credit to hotels, retailers, and supermarkets to whom they sell their
produce. : :

There are only a few private exporters to the extra-regional market. These are mainly family
arrangements with one member of the family living in the country being exported to and
receiving the shipment. Little in the way of formal, private export busiress occurs in" 7 - -

agricultural products (excepting bananas). Agro-processors are shipping to the regional
market (coconut based soaps, processed cacao-and coffee, hot sauce, fruit concentrates, bay
oil, and canned products) and are beginning to extend their shipments to extra regional
markets.

There seems to be concern in Dominica whether there will be markets for its extra-regional
exports, especially of more traditional regional-produce such as ground provisions, --—-- - -
breadfruit, or passionfruit. Those who are exporting these products do so aiming for the
members of the West Indian ethnic community who have migrated to the United States or the
United Kingdom. There has been some discussion of the need for substantial marketing

studies before expansion of exports of any particular crop is feasible. These studies are to
determine the peak price period and the possibilities of promotion of the product to the non-
ethnic community. Doing such marketing studies at this time seems to woefully misplace
priorities.

Dominica is so small that whatever it gets to the major markets will have little influence on
the price. Essentially anything that Dominica can ship and that meets quality standards can




be sold in these markets. There are a number of large produce wholesalers in every major
city who should be willing to accept and market shipments. While there would be gains to a
CARICOM based tropical produce advertising program, the main problem with "marketing”
on behalf of Dominica is that fresh produce is just not getting to the international market.

3. Coliection and Transportation Infrastructure

What is lacking in Dominica is a collection, packing, and shipping infrastructure that will

regularly take whatever high quality produce the farmer has, ship it to the world market, and

make payments to the farmer on a timely basis. The DBMC has this kind of infrastructure

for bananas, but is hesitant to extend their program to include other produce. It is not “
necessary that the agency that provides the input services alsc collect, pack, and ship the

produce. Even if the DBMC was unwilling to be involved in the marketing of non-banana

produce, it has the infrastructure for distributing inputs. It could do so and be reimbursed by

the marketing agents for the other produce.

CATCO has begun trial shipments of produce to the United Kingdom using Geest as the
shipper. Attempts are being made to make these shipments regular (weekly) and to
determine a way of making similar shipments to the United States. However, CATCO does
not yet have the appropriate packing and collection facilities for allowing this process to
continue on a regular basis. There has been discussion of building a number of regional
packing plants to which produce could be brought for boxing and putting on pallets to be
brought to the port. While this seems to be a reasonable long run goal, the initial steps
would be to have packing facilities at the port and to be able to pack whatever produce
comes to port and is of appropriate quality. Eventually, packing and grading should take

~.- -—-—-place near or on the farm, excepi for that produce that needs additional treatment (washing)
which would be handled at a central packing plant. _

A major constrait t0 both 1egional and extra-regional trade in produce is the irregular and !
expensive transportation system. Except for the weekly Geest boat, sea transport service to
major international markets is not well organized. The three companies that do ship out of
the region do not compete with one another in terms of price. Dock facilities are not well
developed.  There is only room for one boat at Roseau and none at Portsmouth. While
extensive port facilities are probably not economical both-Roseau and Portsmouth should -- -- -
have basic roll-on facilities. This could substantially reduce the costs of sea transport.
Dominica does not have an international airport for the handling the larger aircraft capable of
transporting larger volumes of produce. There is an air cargo service that comes into the
island (Amerijet). Produce that requires air shipment to international markets must first be !
shipped to St. Lucia, Antigua, or one of the French islands, stored there, and then shipped
onward. The additional shipping and handling costs are not the only problem with this
process. The additional storage and handling substantially increases the risk of damage or of
delay which could make the produce unfit for the market.




I11. Program Description

A. Current Agricultural Diversification Efforts

As conditioned under the first phase of the USAID Agricultural Sector Support Program, the
Government of the Commonwealth of Dominica, through its formal Cabinet, has approved
both an agricultural diversification policy and strategy in the meeting of Saturday, 4th
January 1992: Cabinet Paper No: 282/91 and supplement. Although there are some points
that stili need to be developed and clarified, the policy underlying the strategy is on= that is
supportive of the diversification of the economy into non-banana activities.

The policy and strategy view the role of the government as a facilitator of the private sector,
and responsible for creating a growth oriented environment. Consultation between the public
and private sector is to be encouraged. Emphasis is placed on the search for alternative
strategies for the banana sector. It is supportive of the idea of the need to identify and create
a marketing process for non-traditional crops similar to that which exists for bananas. It
commits the government to support agroprocessing initiatives. It recognizes the problem of
shortages of agricultural labor, and suggests labor pools, training and mechanization as
possible responses. It recognizes the rational use of land as critical to the diversification
effort. It supports moves toward the reduction of the food import bill through the expansion
of small livestock, and the development of the fishenes and aquaculture sectors. It speaks to
government institutional efficiencies that can be gained by reorganization and strategic

management. .. ._

Projects aimed at incrésing agricultural diversification are currently under way or in the
__ planning stage with the EC countries (under Lome IV), the Canadian Development Agency

(CIDA), the Republic of China, and USAID (TROPRO). The goal of these programs is to
begin the transition to crops other than bananas before the ¢hange in the EC banana import
regime occurs (or as quickly after as possible): -These programs have taken two approaches:
technical assistance aimed at improving the quality and quantity of output, and marketing
assistance aimed at improving the movement of goods to the international markets. The
majority of the assistance has been technical, with the TROPRO project primarily
conccntratmg on marketing.

Specifically, the Ministry of Agnculture’s pmjects in thc area of dwersxﬁcunon mclude
improved non-traditional plant propagation and distribution (cacao, coffee, mangoes, passion
fruit, avocados, hot peppers, anthuriums, among others); the refurbishing of packing and
collection centers in Roseau and Portsmouth for use by the private sector; the demonstration
of appropriate labor-saving farm machinery; small livestock and fisheries extension.

The agricultural diversification strategy acknowledges the need for private sector
development as the basis for growth in agriculture. There are still legal barriers to the
development of private sector commercial enterprises. For example, there are still price
controls on a number of meat products. While these price controls are mandated for sales of




these meat products at any level of production, the transactions only catch the attention of the
authorities when the production moves from informal to the formal markets. This means that
the legal system is currently restricting development of the private sector in commercial
livestock raising. A careful assessment of the legal constraints to private sector development
might indicate additional ways the government can facilitate the commercial development of
the private sector and diversification of the agricultural base.

While continued efforts on the technical side of agricultural production are necessary,
additional work is required on the marketing side. Clearly, Dominica could benefit from
improved market infrastructure (roads, ports, airports, packing/collection centers). There
also is the important work of developing the frequency and quality of shipments, market
contacts, outlets, buyer familiarity, and confidence, such as that work being done under the
TROPRO project. Getting the information to producers on quality standards and market
requirements is another necessary effort. Such work should include the education/training of
extension officers in marketing concerns, quality requirements, etc., since they are one of the
main ways of educating the farmer population. One obviously efficient training exercise
would be to bring private sector exporters (CATCO, the small agroprocessors, and
hucksters) directly together with the extension staff or farmers to disserminate information on
produce quality requirements,

B._P_robl_e_rnm_&aicmé@_umm

The proposed changes in EC pohcxes towards bananas fromi Dominica (and the other

Windward Island producers) will neganvely impact on the price of bananas, the incomes of
- - - banana farmers, and the export earnings of the country. Without appropriate advanced

planning on the part of producers and an early shift to other crops, the transition period from

a high to a lower banana price w:ll be disruptive and dlfﬁcult Tt
Tbe diversification to other export and import subsutute crops at a volume sufficient to
compensate for the loss of banana revenues involves several problems. First, at the
production level, there is a need for training and demcnstration programs to allow farmers to
use their marginal banana lands to produce exportable alternatives. Second, there is a2 need
- for the development-of-a collection and marketing system for these alternative crops in order
to reduce farm to market costs. Third, there is need for improved transport facilities (both
air and sea), agzin to reduce the costs of getting these crops to external markets. Thess
difficulties occur with both fresh and processed produce.

Small economies such as that of Dominica can be faced with a particular double bind. If
there are not adequate marketing and transport systems for particular crops in place, then
farmers will not be willing to grow those crops. If farmers are not growing the crops, no
one will be willing to invest in the marketing and transport systems for them.




C. Program Rationale

A decline in the near future of the price that Dominica receives for bananas, its principal
export and the crop which over 10,000 Dominican farmers are producing, is anticipated.

The consequences of the price decline will be felt both at the farm and national level. Lower
income levels will reduce the country’s ability to import, sustain ongoing programs and
investments, meet its growing debt obligations, and attract new investment. Clearly, other
sources of export earnings that efficiently utilize the country’s natural resources and skills of
it rural based population need to be developed. The program is intended to encourage,
promote, and implement diversification from bananas to other crops that are compeiitive and
potentially strong income earners in the regional and world markets. The program also will
contribute to Dominica’s balance of payments in 1993, the year in which the initial effects of
the European Single Market are expected to be felt.

D. Relationship to the FY 1991 Agricultural Sector Program and Earlier AID ESF
Assistance

As envisioned in the first phase of the USAID/GOCD Agricultural Sector Support Program,
the development of a diversification policy and strategy would lead to a subsequent key step
in the diversification process - the implementation of the strategy. FY92 program funds will
be targeted to support implementation. Support of activities such as non-traditional crop
extension and training, small farm mechanization, demonstration projects, test marketing, and
development of storage and transport infrastructure will contribute to this important phase.

The program has a relationship and logical consistency with earlier AID ESF assistance to

__Dominica. Earlier programs that provided balance of payments assistance for objectives in
the area of fiscal stability met with a good measure of success. Dominica recognizes the
importance of balancing current revenues and expenditures and maintaining downward

pressure on the growth of wages and salaries as a percent of GOCD revenues and GDP.

This program will assist adjustments in Dominica’s productive sectors in light of the threats
to its traditional export base. Cash transfer balance of payments assistance will help cushion
the anticipated shortfalls in export eamnings. While the level of the shortfall in earnings is
difficult to predict, a 30 percent decline in the price of bananas, with constant levelsof . ...
marketed production, will result in a $9.0 to $10.0 million decline in the value of exports.
Overall balance of payments, all other things equal, will decline to deficit levels and reduce
the country’s reserves. The $1.0 million in ESF assistance provided under this program
amendment in 1993-94 will help to bolster the country’s balance of payments situation, albeit
not sufficiently to make up for the anticipated shortfall nor prevent the fall into a balance ¢
payments deficit. The local currency generations will support activities to broaden and
diversify the non-traditional export base.




E. Program Support for Implementation of Agricultural Diversification

A.LD. assistance will directly support the implementation of the Agricultural
Diversification Strategy as approved by the Cabinet in the meeting of Saturday, 4th January
1992: Cabinet Paper No: 282/91 and supplement. In particular, A.l.D. assistance will

support:

- the implementation of macroeconomic, agricultural, and other sectorial policies
which influence agricultural expansion and diversification consistent with the
Agricultural Diversification Policy and Strategy approved by the Cabinet; and

the implementation of specific projects in non-traditional production,
processing, marketing, and exporting.

The change in European policy towards Windward Island bananas may result in a reduction
in the price received by Dominica for its banana exports and a resultant shift in production.
In response to the price decline and without massive governmental subsidies, the DBMC will
need to shift its resources away from the small, marginal, high cost of production, high cost
of transport, low quality of output producers towards the 20% of the current producers who
generate 80% of current output. While the remaining 80% of the producers will be able to
continue banana production, the resources of DBMC will no longer be available to them at
current levels. Shifting production into other crops is seen as the most likely response for
these small farmers. Facilitating this shift is the intent of this project.

The main gain from diversification per se at both the national and the individual farm level is

~ a form of insurance protecuon from commodity price shocks or natural shocks (storms, plant

disease, etc.). This insurance is purchased at a cost, since any level of diversification
requires not specializing in the single product that is currently most profitable,

Diversification of agricultural production in response to the predicted price decline will
automatically occur at the national level because of the variations in land types and because
marginal banana land will be shifted over to other crops. Crop diversification at the
individual farm level, where the farms are small and reasonably contiguous, is nationally
inefficient and occurs because there are no alternative forms of crop insurance or methods of
sharing price risks (such as crop futures markets).

A.L.D. assistance is intended to be used to implement policies aimed at reducing the costs
and risks of non-traditional crop production and marketing, and encouraging rational
diversification for those smaller farmers that shift out of banana production. Rational
diversification implies that there be coordination between the producers and marketers,
especially with crops intended fcr export.

In addition, it is intended that A.I.D. assistance be used to implement policies to improve or
reduce the costs of private sector investment, marketing and export of crops other than

10




bananas. While expansion of fisheries is not strictly agricultural diversification as discussed
above, implementation of strategies aimed at this expansion would be an appropriate use of
funds since these expanded fisheries might employ some of those who decided to quit
commercial farming.

A.LD. will obligate US$1.0 million as a grant and thereafter disburse the funds to the
GOCD within eighteen months. Disbursements will be made in two separate tranches of
US$500,000, governed by the satisfaction of the conditions which A.1.D. will ask the GOCD
to meet.

F. Conditions Precedent Governing Disbursement

The conditionality for the second phase of the program is designed to bring about
"significant” progress in implementing the diversification policy and strategy approved by the
Cabinet. Two sets of conditions shall be met in satisfactory form prior to disbursement of
two tranches of $500,000, coming one year and eighteen_months respectively following the
signature of an agreement. All disbursement, financial tracking and reporting procedures
remain the same as those of the initial phase of the program.

1. Conditions Precedent to Disbursement of the First Tranche.

a. Evidence that the GOCD/Ministry of Agriculture has set up joint public and private sector
steering committees for diversification projects supported by the program, and documentation
to the effect that the joint steering committees have met regularly to review the
implementation and progress of diversification project activities. Specifically, the MOA will
incorporate a representative of the private marketing company, CATCO/CFDC or another, a
representative of the Hucksters Association, and representatives of the cacao, passion fruit,
coffee, hot pepper processing industries into steering/implementation committees of

diversification projects.

b. Evidence, in the form of official correspondence, that the GOCD has promoted a strategy

decision on the part of the Dominica Banana Marketing Corporation to sell inputs, make

space available in packing and storage facilities, and otherwise make its infrastructure

available on a cost recovery basis to producers and market agents of non-traditional crops. .. .. . _._

c. Evidence, in the form of an official policy pronouncement, that CATCO and other private
sector organizations have been given access by the Dominica Export and Import Agency
(DEXIA) to its packing house facilities.

d. Evidence that the GOCD has distributed copies to private and public sector bodies of a
diagnosis of the environment effecting private sector investment in the agricultural and other
sectors of the economy of Dominica. This can be satisfied by completing and distributing
copies of the IDB/CDB-sponsored "Investment Sector Diagnosis” to pubhc and private sector
bodies in the country.
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2. nditions Pr nt nd Tranche Disbursement

a. Evidence, in the form of a copy of the official minutes of a Cabinet meeting, of Cabinet-
level review of the recommendations of the investment sector inventory/diagnosis completed
as a condition of the first tranche disbursement.

b. Evidence, in the form of a final evaluation document, of the completion of an interim
evaluation of the implementation of the Agricultural Sector Support Program; an
implementation plan for considering and addressing acceptable recommendations from the
evaluation; and a financial audit of the use of Program funds. The terms of reference for the
evaluation and audit will be developed between USAID and the GOCD and jointly agreed
upon by way of a countersigned implementation letter issued under this program.

G. Standard Conditions and Covenants

As included in previous agreements between the GOCD and A.L.D., this proposed assistance
program contains a standard set of other conditions and covenants mandated by U.S.
legislation or otherwise by A.I.D requirements. These include, for example, requirements
for specimen signatures of designated officials, the opinion of counsel, the separate dollar
account, the uses of the U.S. dollars, the separate local currency account and use of the EC
dollars, program recordkeeping, and procedures for accounting and reporting. Due to the
fact that this program is an amendment, all of these standard conditions and covenants
.already are met.

Iv. ROGRAM EI EMENT

A.  Use of US, Dollar Resources

Depending on the existing foreign exchange regime in a recipient country, AID/W guidance
(State 325792, 10/20/87) on programming of U.S. dollar resources offers three choices in
descending order of preference: imports from the U.S., auction of foreign exchange, and
debt service payments. The Mission decided on the first of these for the initial program
assistance agreement, and it is proposed to mnintain this programming mode.

The U.S. dollars will be deposited in a separate interest bearing account at a U.S.
commercial bank that is normally a correspondent bank of a commercial bank in Dominica in
the name of the National Commercial Bank (NCB) of Dominica. This will be an account
cpened for the purposes of the initial program grant and is to be used exclusively for
disbursements under this proposed grant amendment. Conditionality under the Grant
Agreement will specify that no other funds may be deposited in the account. The funds will
be used, over the ensuing eighteen-month period, to cover payments for Dominican
importation of eligible merchandise from the U.S.

The GOCD will instruct the NCB to draw down the separate account for payments for U.S.
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exports to Dominica, unless the specific transaction in question involves Dominican imports
of goods for which the use of separate account funds are ineligible. The GOCD will need to
be mindful of the necessity of liquidating funds in the account within one year of their
deposit. Any accrued interest in the account shall be used in the same manner as the

principal.
B. Importation of U.S. Commodities

It is expected that Dominica will be able to imp ort commodities from the United States in
value at least equal to that of the Grant. Dominica’s imports from the U.S. were
approximately US $33.3 million in 1989 and US $25.6 million for the first ten months in
1990. The record shows Dominica having imported US $3.7 million in eligible goods for
that period. This overall import record suggests that Dominica will have no problems
purchasing the value of at least US $1 million in eligible U.S. imports in FY 93 and FY 94.

C. Use of Local Currency

AID/W supplemental guidance (State 204855 6/21/91) offers two principal types of local
currency programs which can be funded from the separate account. Taese programs are: A)
Budget Support which includes g=neral budget support, general secte: support and specific
sector support, and B) Extra-budgetary Activities which includes projects or activities
outside the host country's budget. RDO/C has selected the specific sector budget support
option, given the specific program emphasis on agricultural diversification in the agricultural
sector. Per the guidance, this approach is effective for joint programming with the host

government which focuses public sector expenditure on priority categories of uses.

A condition met by the governiment under the first program was the creation of a sub- >>ctoral
item in the Ministry of Ag-iculture’s budget identified as "Agricultural Diversification
Support”. The government will deposit an amount of Eastern Caribbean dollars equivalent to
the grant disbursement inte a separate interest bearing government account at the National
Commercial Bank of Dominica (NCB). The funds in this account will not be commingled
with funds from any other source and will be transferred to the Ministry of Agriculture to be
expended only for the purposes approved under the grant agreement. AID will not assume
any role or responsibility for approving disbursements from the separate local currency
account, and any accrued interest thereon will be used in the same manner as the principal.

D.  Capability of Host Country Implementing Agency

In order to program local currency for specific sector support, AID must have a relatively
high level of confidence in the reporting and control mechanisms of the financial and
budgeting systems of the government agency responsible for the management of the separate
accounts. Under this grant, the Ministry of Finance, which has previously managed similar
separate accounts, will be responsible for the management of the separate local currency
account. Prior experience with the Ministry of Finance has given us reasonable assurance
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that this agency has adequate finincial management systems in pluce to properly account for
the local currency. Previous capability assessments also support the conclusion that the
Government of the Commonwealth of Dominica’s financial managemer.t systems are up to
the standard required by AID.

In addition, the Ministry of Agriculture successfilly implemented the AID-funded Hurricane
Hugo Rehabilitation Project in 1989/90. A capability assessment of this ministry by an '
independent accounting firm determined that adequate financial systems ai.d internal controls
were in place to offer reasonable assurance that allocated funds would be used for intended
purposes. RDO/C accepts this prior favorable experience wit". the Ministry of Agriculture as
evidence of sufficient financial management capability.

E. Reports

The Government of the Commonwealth of Dominica will be required in the Grant Agreement
to present reports to A.I.D. to enable A.I.D. to conclude that the U.S. dollar and local
currency resources have been expended in accordance with the program.

In the case of the U.S. dollar resources, the National Commercial Bank of Dominica will be
required to present, on a quarterly basis, to A.L.D., through the Ministrv of Finance:

o the isbursement orders it has communicated to its U.S. correspondent bank to
release funds from the special dollar account; and

copiec of the statements of the latter account, vcrifying that the funds have
.. been appropriately released.

In the case of local currency, the GOCD will be required ‘o demonstrate that funds have
been a:located to the Ministry of Agriculture for activities that promote agricultural
diversification.

Reporting will occur quarterly, beginning ninety days after disbursement of the U.S. dollar
resources, until funds in the separate local currency account have been liquidated.

F. Monitoring and Evaluation Arrangements

A.1.D. will monitor the implementation of the program through regularly submitted reports
and frequent visits to GOCL implementing agencies. Per the terms of the original
agreement, the GOCD has agreed to meet at regular intervals with A.L.D. iu order to consult
concerning the effectiveness of the activities undertaken through the Agreement.

By entering into this second phase agreement, the Grantee understands that a second tranche
disbursement is dependent on the condition of the completion of a program evaluation and
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financial audit. The terms of reference of both the evaluation and audit will be detailed in a
separate program implementation letter,
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PROGRAM ASSISTANCE APPROVAL DOCUMENT
DOMINICA AGRICULTURAL SECTOR SUPPORT

I.  EXECUTIVE SUMMARY AND RECOMMENDATION

The program provides US $1.0 million of Economic Support Funds (ESF) as a cash
transfer to the Government of the Commonwealth of Dominica (GOCD) from U.S.
Fiscal Year 1991 funding and, pending availability, the same amount in Fiscal
Year 1992.

The purpgse of the grant is to assist the country of Dominica increase its
capacity to broaden the economic and export base of the economy through a
private sector-led program of expanded and diversified agricultural
production. This expansion and diversification is intended to reduce the
foreign exchange dependency on bananas, the overwhelmingly predominant cash
crop and export, stimulated by the United Kingdom (UK) guaranteed market at
heavily subsidized prices. It is also intended to increase total exports,
reduce foreign exchange requirements for imported foodstuffs and enhance food
security. In the event that the UK banana subsidy is substanttally reduced or
eliminated with the planned 1992 unification of the European market, this
program contributes towards reducing potentially destabilizing effects on the
Dominican economy and reducing potential hardship that large segments of the
population could face as a result of sharp income declines.

The Grantee will be the Government of the Commonwealth of Dominica, acting
through the Ministry of Finance and the Ministry of Agriculture.

Conditions Precedent to Disbyrsement are intended to promote the development
and official approval of an Agricuitural Diversification Strategy (ADS) for

Dominica. US § 1.0 million of the grant will be disbursed in two tranches of
US$ 500,000 against specific conditions which, when satisfied, will provide
evidence of the GOCD's progress towards developing and approving the strategy
in collaboration with the private sector. To help the government elaborate
the strategy and thereby satisfy Conditions Precedent, technical assistance
will be made available to Dominica through the West Indies Tropical Produce
Support Project (TROPRO), to which US $300,000 will be added this Fiscal Year.




The Agricultural Diversification Strategy {s expected to include several
essentfal elements: 1) the identification and tuning of macroeconomic,
agricultural, and other sectoral policies which {influence agricultural
expansion and diversification; 2) a vertically integrated market ordering
system; 3) budgetary resources to support diversification; 4) an Action
Program to implement the strategy: and 5) {identification of environmental
factors that will affect diversification.

Through regular correspondence and dialogue, AID and GOCD will exchange
information and views concerning the development of an ADS. The government
will be able to call upon technical expertise to help identify various options
in the process of elaborating the strategy. It s also expected that the GOCD
will have substantive interaction and dialogue with the private sector and
design the ADS collaboratively with the private sector. This collaboration
.will help insure that the resulting strategy supports or creates an
environment in which the private sector is able to perform as effectively and
efficiently as possible in the agricultural expansion and diversification
process. An annex {s provided that presents some of the key talking and
correspondence points for an ongoing dialogue.

Disbursements for each of the first two tranches of US$ 500,000 will be made
when the conditions for each tranche are met. The design of this program and
its conditions takes into account the uncertain nature of FY 92 financing,
which, {1f available, 1is intended to support JImplementation of the
diversification strategy. The program also includes covenants which encourage
GOCD to continue progress towards restraining the public sector wage bill and
increasing the current account surplus, which will support private sector-led
diversification and provide continuity with previous structural adjustment
programs supported by the U.S.

This program has been designed with the support of, and in collaboration with
the Ministry of Agriculture and Ministry of Finance of the GOCD. It reflects
jointly developed perspactives on an effective and efficient process which
will assist Dominica move towards expanding and diversifying its economic and
export base, specifically in agricultural production.

Recommendation:

The Program Design Committee of the Regional Development Office for the
Caribbean recommends that the Acting Mission Director approve the Program
Assistance Authorization Document for the Dominica Agricultural Sector
Support, the authorization of US $1.0 million in FY 1991 Economic Support
Funds via this PAAD, and, subject to their availability, the same amount in FY
92 to support the program of agricultural d1versif1cation for the Government
of the Commonwealth of Dominica.
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II. BACKGROUND
A. Macroeconomic framework

The economy of Dominica is a small open one, primarily based on agriculture
and agro-processing. The average per capita GDP of the country's approximately
85,000 peopie s about USS 1,900. Since the mid-1980s, except for the effects
of Hurricane Hugo in 1989, national economic indicators reflect a strong
economy that shows resilience, buoyancy, and discipline in the management of
macro~-economic variables.

The growth of real GDP is estimated at 7% in 1990. Unemployment has declined
from 206 to 10% since the mid-1980s. Public sector savings are 5-8%
annually. Debt service is less than 5% of exports. The public sector has
made substantial investment in infrastructure, as much as 20% of GDP in 1990.
The inflation rate is moderate at 3% for the same year. The exchange rate is
stable and the balance of payments demonstrates acceptabie performance. This
relative national economic stability is wvulnerable because of the narrow
export base. Bananas, which receive a highly subsidized price from the United
Kingdom, account for about 70%1 of total exports, nearly 28% of GDP and nearly
46% of employment. The planned 1992 unification of the European market and
tariff structure presents an added dimension of vulnerability.

Real GDP increased at an average annual rate of 7 % in 1986-1988, stimulated
by the increased production of bananas and the spillover effects on other
sectors. GDP declined by 1 % {in 1989 because of damage to the output
capability of the agricultural sector caused by Hurricane Hugo. Agriculture
recovered quickly and growth of GDP is estimated at 7 ¥ in 1990.

Private sector wages increased on average by 6% a year in 1987-90, and in late
1989 the minimum wage was increased by 50%. The relatively strong growth in
the economy since the mid-1980s led to a reduction in the ynemployment rate
from 20% at the beginning of 1990 to less than 10% recently. Labor shortages
are now reported in some sectors. These Jabor shortages have put upward
pressure on public sector wages, contributing to a high public sector wage
bill.

The rate of 1increase of consumer prices rose from about 3% a year in 1986-88
to nearly 6% in 1989. A major contributing factor was the increase in the
price of foodstuffs because of the disruption caused by the hurricane and the
continued shift from production of diverse foodstuffs to bananas. In the
first ten months of 1990 the increase in prices slowed to less than 3% a year
and some food prices declined as production recovered.

Publi¢ finances strengthened in the second half of the 1980s with the current
account surplus of the consolidated public sector increasing from the
equivalent of 21 of GDP in 1984/85 to an annual average of more than 7% in
1986-89. This improvement resulted from buoyant economic activity, restraints
on current expenditure, the expansion of coverage by the Social Security
Scheme, and the substantial surpluses of the Dominica Banana Marketing




Corporation (DBMC), the largest public sector enterprise, during 1986-88.
Improved public savings and available external assistance permitted the public
sector to reduce sharply its indebtedness to domestic banks in the late 1980s.

Hurricane Hugo wrought declines in economic activity. Public sector savings
declined from nearly 8% of GDP in 1988-89 to 5% 1in 1989-90. Capital
expenditures also increased and the overall balance moved from a surplus of
more than 2% of GDP in 1988-89 to a deficit equivalent to 9% of GDP in
1989-90. This led the public sector to borrow the equivalent of 4% of GDP
from the domestic banking system in 1989-90 after several years of net
repayment.

Private sector deposits with commercial banks more than doubled between 1985
and mid-1990. In the first two years of this period, bank lending declined as
the public sector reduced its net indebtedness and banks acquired external
.assets. Since 1988, however, bank lending increased sharply, reflecting
initially an increase of loans to the private sector for residential housing
and the resumption of borrowing by the publiic sector. To satisfy the demand
for credit in 1989 and 1990, the commercial banks reduced their accumulated
net balances abroad. Interest rates are market determined, except that
savings deposits require a minimum rate.

The deficit in the current account of the balance of pavments rose from about
4% of GDP a year in 1986-87 to nearly 20% of GDP a year in 1988-89. This
reflected a rise in imports of both consumer and capital goods in line with
the grcwth of personal income and of public investment, and a fall in exports
due to the hurricane. The external current account deficit is estimated to
have declined to 161 of GDP in 1990 as banana expurt volume recovered, prices
increased in the U.K. market, and the growth of consumer goods imports slowed.

External debt- has risen from US $48 million in 1985 to US $73 million in
1990. However in relation to GDP, the debt deciined from about 48% to 44%
during the same period. The share of concessional borrowing during this
period increased from about 73% in 1985 to 97% in 1990, which served to reduce
the annual debt service from 8% of exports of goods, nonfactor services, and
net private transfers to less than 5%.

The exchange rate of Dominica‘'s currency, the Eastern Caribbean dollar, has
been pegged to the U.S. dollar at the rate of E.C. dollars 2.70 per U.S.
dollar since July, 1976. In real effective terms there was a depreciation of
about 24% from early 1985 through mid-1988. From mid-1988 to mid-1990, the
exchange rate for the E.C. dollar for Dominica has shown no trend in real
effective terms.
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The annual growth of real GDP 1is projected to be in the range of 5-6% a year
in 1991-93. However, this is based on the assumption that the preferential
access to the U.K. market for banana exports will not be altered significantly
by the unified European market planned for 1992, and that new domestic and
foreign investment will encourage a resumption of growth in manufacturing and
stimulate construction and tourism activities.




The uncertainty and time frame posed 1in these assumptions promotes
agricultural diversification as an important policy area. The diversification
of the agricultural production base has been hampered by the relative
profitability of bananas which has diverted land, capital and labor away from
other crops and resulted in the expansion of banana cultivation to 1less
productive areas. This has contributed to soil erosion on sloping land and,
because of lower yields from marginal land, has raised unit costs of many
common agricultural cperations.

Some manufacturers are experiencing difficultfes due to the rising cost of
labor, the less developed transport system compared to neighboring states, and
the loss of some markets. GOCD authorities expect that some of these problems
will be addressed through investment in new production techniques, increased
emphasis on labor training to raise productivity, and the adoptian of
CARICOM's Common External Tariff (CET) which should strengthen the position of
Dominica's exporters within the region. Moreover, finvestment in
hydroelectricity, water delivery, and communications, some of which is ongoing
and some of which is planned, will expand the infrastructure base. Finally,
the growth of tourism, including a potentially significant component of
vacat}ogopand retirement community housing, is expected to further enhance
annua .

Major proposals of the central government budget for 1990-91 1{ncluded
reinstating the export tax on bananas, {increasing various post and travel
allowances, raising the ceiling on government employment by 2%, and increasing
wages by 3% retroactive to the beginning of the previous fiscal year.
Subsequent modifications included changing the structure on some duties,
netting a revenue increase of 0.5% of GDP on an annua) basis.

In December 1990, after strong opposition from the civil service union to the
wage increases provided for in the original budget, the Central Government
revised the planned increases to 7% in 1990-91 and 7.5% in the previous year
and awarded an additional 0.5% to the 5% increase of 1988-89.

Notwithstanding measures which increased revenues by 1.5% of GDP in 1990-91,
Government revenues are projected to decliine to 27% of GDP this year, from 28%
in the previous year. Contributing factors are a fall in fincome tax receipts
and the projected slower growth of imports. MWith current expenditures
estimated to increase from 24% of GDP to 25% in the present fiscal year, the
current account surplus is expected to decline to 2% of GDP in 1990/91 from 4%
in the previous year.

The deciine in central government saving in 1990-91 is expected to be offset
in part by a strengthening of the financial position of non-financial public
enterprises. The Water Authority increased water rates by 50% and the Dominica
Banana Marketing Corporation's finances have strengthened with the recovery of
banana production. '




The overall deficit is expected to remain about 9% of GDP. For the second
consecutive year, the deficit i{s 1likely to exceed the availability of
concessional external financing and thus to require domestic financing
equivalent to 4% of GDP. It §s projected that this 1990-91 deficit of 9% of
GDP can be reduced to less than 1% of GDP a year in 1991-92 and 1992-93,

assuming no new discretionary revenue measures are implemented, that wage and
salary expenditure increase no more than 6% which would be below the expected
growth of nominal GDP of 9-10% a year, and that capital expenditure would
decline from about 181 of GDP in 1990-91 to an average of 12% in the following
two years. Taking account of existing commitments of external concessionary
assistance, a deficit of this size would enable the public sector to reduce
its outstanding domestic indebtedness.

Econemic projections referenced in this section on Dominica‘'s economy are
based on the GOCD, the IMF and the World Bank assumptions for the medium term:

0 the export price for. bananas will remain at its average 1990 level
while annual export volumes will increase at lower rates than in the
recent past as marginal producers withdraw from production;

0 export volumes of other agricultural and of manufactured commodities
will increase as some banana farmers switch to other products;

0 imports will increase more slowly than in the past because of the
decline of public investment;

) earnings from tourism will increase as more facilities are developed;

0 inflows of official grants and loans will be based on existing
commitments and debt servicing will take place according to
scheduled maturities;

o} inflows of private remittances will increase at a slower pace given
the return of Dominican expatriates from the U.K. and North America
to Dominica for retirement;

o inflows of direct private investment would increase considerably
with expected hotel and vacation home construction and new
manufacturing;

o commercial banks will undertake external {nvestment as the public
sector ends domestic bank borrowing.

On these assumptions, the external current account deficit would fall to about
11% of GOP by 1993, from 16% in 1950. The ratio of external public debt to
GDP {s projected to decline from 43% in 1990 to 37% in 1993 and debt service
as & proportion of exports of goods and nonfactor services and private
transfers is estimated to decline from 5% to about 4% a year over the same
period.




8. Agricyityre Sectoral Frapework
A full Agricultural Sector Assessment is provided as ANNEX F of tais PAAD.

Agriculture in Dominica is the largest contributor to GDP (30%), provides
nearly one half of employment,and earns 75% of the foreign excliange. The ten
thousand, mostly small farmers cuitivate about 25,000 acres of land.

A wide variety of tropical crops are produced both for domestic consumption
and export. For the past decade, export bananas have been the overwhelmingly
predominant cash crop, stimulated by the United Kingdom (UK) guaranteed market
at heavily subsidized prices. Significant agriculture-based export products
also include coconut oil, grapefruit concentrate, root crops, and bay oil.
Less significant agricultural exports include other citrus, exotic fruits,
cocoa, coffee, spices, flowers and ornament2ls, aloe vera gel, and vegetables.

The wet tropical climate and steep topography, combined with the relative
scarcity of labor on small undercapitalized farms, present special problems
for improving production efficiency and market competitiveness.

Bananas, Dominica's principle export product, account for approximately 93% of
the value of agricultural production and approximately 70% of total exports.
Without the subsidy embodied in the U.K. preferential treatment of Dominican
bananas, it has been estimated that banana prices could fall by as much as
50%. This denotes the size of the distortion as well as the size of the
adjustment problem the country could shortly face. The presence of the banana
subsidy for the past several years, has led farmers to shift scarce factors of
production (land, labor and capital) away from other production option: to
bananas. This has created a cycle of reduced supply of other products, loss
of diversified. product markets, and low capacity utilization by processors of
non-banana products. This in turn further exacerbates excessive dependence on
bananas for foreign exchange and farmer incomes.

Analysis indicates that costs of production are high and quality constraints
exist that will prevent bananas from competing successfully in world markets
if preferential access to the U.K market is lost. The sectoral program
described in this PAAD will encourage and assist adjustment away from
production of this subsidized commodity 1into other products that are
competitive and potentially strong income earners in the regional and world
markets.

Two thirds of internal foodstuffs consumption is from imports, especially
meats. The subsidized foreign exchange return on banana production made this
the financially superior and apparent mode of meeting local food requirements
and demand. However, foreign exchange earnings will 1likely fall when the
banana subsidy disappears. High dependence on imported foodstuffs renders the
availability of basic food requi-ed by the population vulnerable to balance of
payments problems that the diminishec or eliminated subsidy on banana. could




severely test. Unless comparative advantage shifts exports to other products
that bring in equivalent 1levels of foreign exchange earnings, it is in
Dominica's interest to produce economically viable food products that reduce
the food import bill, respond to local demand, and efficiently employ
Dominica‘'s agricultural production potential. 1In short, the policy thrust
toward agricultural diversification can address both the 1issue of excessive
dependence on banana exports to a subsidized market and the associated need
and ability to reduce the food import bill.

The comparative advantage for bananas exists not only because of the U.K.
guaranteed placement and the subsidized price, but also because the marketing
system in Dominica is arranged for priority support of banana production. The
banana market is vertically integrated from the farmgate to the shipping dock,
thereby virtually eliminating all marketing risks for the banana farmer. A
number of production services are provided to banana farmers such as jnput
supply, technical assistance, and aerial spraying, which reduces a number of
production risks. Disaster insurance covers rehabititation and replacement
costs for windstorm damage to bananas, thereby alleviating important climatic
risks.

In contrast, farmers who grow diversified crops other than bananas are faced
with insecure market access, unstable prices, a fractionated and unreliable
market, the absence of built-in production services, and the absence of
disaster insurance. In other words, farmers growing diversified crops must
directly assume many more of the production costs from farmgate to dock than
does the banana farmer, and must assume the entire burden of the associated
risks. Farmers heavily discount potential returns when faced with high
risks. Thus, comparative risk conditions induce farmers to produce bananas
rather than diversified export and other crops that could reduce the food
import bi1l, even though net returns from bananas may be significantly lower.

In summary, the two critical obstacles to achieving future competitiveness for
Dominican agriculture are:

1) subsidy-engendered distortions of relative prices between bananas and
other export crops, and

2) deficiencies 1in the diversified export, processing and marketing
sub-sysiems for fresh and processed produce. '




III. PROGRAM DESCRIPTION
A. Rationale and Priority Problem to be Addressed

The proposed assistance program is designed to help resolve the following
priority problem:

The natfonal economy and 1ts agricultural sector are excessively
dependent on subsidized banana exports to the United Kingdom market.

The planned unification of the European market and of {ts external tariff
policles in 1992, may reduce or eliminate this preferential access. If not
adequately prepared, the Dominican economy could face destabilizing effects,
and large segments of the population could face considerable hardship
triggered by significant decreases in income.

Agricultural diversification, for which Dominica possesses considerable
natural resource capabiiity and production potential, could make significant
contributions toward addressing these issues. Agricultural diversification
could also serve to decrease the high food fimport bil1 that future
non-subsidized exports would strain to support.

Market disincentives, price distortions, and lack of attention to domestic
agricultural policy have inhibited movement toward diversification during the
last decade. However, changing international market conditions and
accompanying uncertainty make a strong case for Dominica to identify, adopt,
and implement policies and action programs that will broaden and diversify 1ts
export base. The proposed cash transfer assistance is structured to encourage
and support the development of such policies and programs, and to ease
adjustment away from subsidized banana production into diversified products
that are competitive and strong income earners in regional and worid markets.

The Dominica Agriculture Sector Assessment seen at ANNEX F provides an
in-depth picture of the sector and the priority problem areas to be addressed.

B. Relationship to the Previous ESF Program in Dominica

The ongoing ESF program in Dominica commenced in 1987 as part of the Tight
Consultative Group Economic (TCG) Program in conjunction with the IMF and the
World Bank. The medium term objective of the TCG program was to increase the
rate of economic growth with a view to reducing unemployment and improving
living standards, while strengthening the country's fiscal and balance of
payments positions. The program developed 1incentives to stimulate private
sector investment in order to promote growth of output and employment. The
program also aimed to strengthen public finances by establishing public sector
savinys targets. The GOCD projects that it will not meet the fiscal targets
established through the A.I.D. ESF Program for the 1990-1991 fiscal year, to
which it committed itself one year ago. This specific fiscal issue carries
over from the current ESF Program which ends June 30, 1991 and has
implications for Dominica's agricultural sector performance  and
diversification. : .




Dominica successfully met all targets for the first three tranches of the
ongoing program. However, a combination of unexpected events prevented the
GOCD from meeting targets for the last tranche. These targets were:

0 restraining growth in the central government civil service wage and
salary payments so that they do not exceed 49% of current revenue
and 54% of current expenditure; and

achieving a central government current account surplus equal to at
least 71 of current revenue.

Based on actual data for the first nine months of the 1990/1991 fiscal year
and trend data from previous years, the GOCD projects that government civil
service wage and salary payments will equal 57.1% of current revenue and 59.1%
of current expenditure, and that the current account surplus will equal 3.2%
of current revenue.

In spite of falling short on meeting the targets for the fourth tranche of the
existing ESF program, the GOCD has provided information that demonstrates
strong effort and responsible progress toward meeting them, and that
jdentifies conditions in the country's economic, political, and legislative
environment which defend the revenue and expenditure patterns for the fiscal
year. The GOCD has also outlined actions directed toward insuring full target
achievement during the next fiscal year. RDO/C supports continued progress in
this direction and sees it as an important foundation for sustained success of
the agricultural diversification program. .

In general, the performance of the agricultural sector influences and is
influenced by Dominica's pattern of national revenue accumulation and
expenditure. Income derived from agricultural production contributes to the
economy’'s tax base and a portion of the country's revenue is invested in or
allocated to the agricultural sector. Non-priority fiscal expenditures siphon
scarce resources away from priorities such as agricultural diversification.
Specifically, public wage restraint combined with productivity gains would
help Oominica maintatn competitiveness and promote the expansion of
non-traditional export activities. In this sense, the GOCD should further
direct public sector {involvement to areas that stimulate private sector
activity outside the banana industry.

The program {inciudes covenants that encourage the GOCD to continue to. make
best effort progress toward restraining growth in central government civil
service wage and salary payments, and to increase the central government
current account surplus.

C. Purpose and Structure of the Program

The purpose of the program is to provide support to the Government of the
Commonwealth of Dominica (GOCD) to diversify Dominica's agricultural sector.
Diversification is intended to reduce the nation's foreign exchange dependency
on banana exports for foreign exchange, promote the expansion of other
agricultural exports, reduce foreign exchange requirements for imported
foodstuffs, and enhance food security.
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The program is structured to obligate US $1.0 millfon in U.S. Economic Support
Funds (ESF) in U.S. Fiscal Year 1991 and thereafter disburse the funds within
twelve months via the cash transfer mode. A second US $1.0 million will be
obligated for the program in FY 92, depending on the availability of funds.
Disbursements will be made in separate tranches of US$ 500,000, governed by
the satisfaction of Conditions Precedent.

Conditions set by A.I.D. are intended to help the GOCD to achieve the purpose
of the program through the development, review, approval, and implementation
of an Agricultural Oiversification Strategy (ADS). Evidence {indicating
satisfaction of conditions precedent to disbursement will demonstrate GOCD
commitment and progress towards achieving diversification i{n the agricultural
sector.

*The program also proposes to aid the GOCD with the elaboration of the
Agricultural Diversification Strategy by making assistance available through
the 0.E.C.S.-managed MWest Indies Tropical Produce Support Project (TROPRO).
Of the US $1.3 million in FY 1991 Economic Support Funds, US $300,000 wiil be
added by A.I.D. to the TROPRO Project to finance any studies or analyses or
with the elaboration of the strategy. A second US $300,000 may be added to
TROPRO in FY 92, depending on funding availability.

The ADS is expected to include, among others, several important features:

1. Government policy should be tuned to support diversification.
Complementarity between macroeconomi¢c, agricultural, and other
sectoral policies that influence agriculture will be necessary.
Thus, an important objective of the Agricultural Diversification
Strategy will be the identification of policies that need
devélopment, refinement, or abolishment. :

2. An Action Program for implementing the ADS will likewise constitute
an important element. It will need a timetable with discernible
benchmarks against which implementation progress can be measured.
Special legislation may also be identified as an important component
of the Action Program.

3. A more efficient marketing system is required to expand production

and processing, improve marketing efficiencies, enhance market
competitiveness, and 1{increase market penetration for various
products. Thus, a key feature of the diversification strategy is
1ikely to be a vertically integrated market ordering system (VIMOS),
governed by market forces and managed by the private sector. The
creation and operation of a VIMOS is seen as essential to help
Dominica make the transition from an economy predominantly reiiant
on subsidized banana exports to an economy supported by diversified
production in a ccmpetitive international market environment. The
market ordering system will also play a significant role in
implementing other aspects of the strategy




In the elaboration of a policy agenda and an Action Program for
implementation of the strategy, a budget which refliects the costs of
diversification--both in the public and private sectors--should be
drawn up. The government will have to consider an increase 1n
national budget allocations to the Ministry of Agriculture, as well
as revised allocations within the Ministry and for targeted private
sector assistance, to promote diversification. The Ministry of
Agriculture will need a 1ine item in the budget for Diversification
Support that can fund private or public sector efforts. The line
{tem can be funded by the Eastern Caribbean Oollar equivalent of the
U.S. dollar disbursements.

Finally, the Agricultural Oiversification Strategy and Action

Program will need to address the environmental factors associated
with agricultural diversification.

D. Conditionality and Covenants Governing Disbursement

This section sets forth the conditions which A.I.D. will ask the government to
satisfy before disbursement of the U.S. dollars. Evidence which A.I.D. will
consider as satisfaction of the conditions is described.

1. Eirst Tranche Conditionality: The first tranche disbursement of USS$
500,000 will be conditioned on evidence of a commitment by the government
to develop an Agricultural Diversification Strategy.

Evidence: To satisfy the condition governing disbursement of the
first tranche of USS$ 500,000, the Prime Minister of the GOCD will
furnish to A.I.D. an official letter that states the commitment of
the  government to develop and implement an Agricultural
D:versif1cation Strategy that will address the following significant
elements:

a) A policy agenda that outlines the scope of specific
macroeconomic and sectoral policy issues which affect
agricultural diversification, and for which policy development
or refinement is required;

A more efficient marketing system, such as a vertically
integrated market ordering system governed by market forces and
managed by the private sector;

An action program to implement the diversification strategy;

A sub-sectoral item in the Ministry of Agriculture budget to
promote diversification identified as "Agricultural
Diversification Support".




Second Tranche Conditionality: The second tranche disbursement of USS
500,000 will be conditioned on evidence of GOCD development., review, and
approval of the Agricultural Diversification Strategy and Action Program
to implement the strategy.

Evidence: The government will furnish to A.I1.D.

(a) a copy of the section of the offictal minutes of the Cabinet
meeting, or other official document, pertinent to and
reflecting the decision taken by the Cabinet to approve the
agricultural diversification strategy;

documentation indicating that a sub-sectoral i{tem for
"Agricultural Diversification Support" has been created in the
1991-92 Ministry of Agriculture supplemental budget and
constitutes an element of the diversification strategy;

documentation indicating that the EC dollar equivalent of US
$500,000  has been  allocated to the  "Agricultural
Diversification Support" sub-sectoral item 1in the 1991-92
supplemental budget, that the Ministry of Agriculture has
authority to draw down the budget, and that the funds will
remain available in the separate account until disbursed to the
Ministry of Agriculture to fund such supplemental budget item.

Special Covenants which the GOCD will be asked to honor are also listed
below. The covenants are intended to indicate A.I.D.'s continued
interest in and support for the government's prudent fiscal management,
without which the Agricultural Diversification Strategy cannot be
successfully implemented. The covenants are:

(a) The GOCD will seek to achieve a 1991 current account surplus of
at least seven percent;

(b) The GOCD will seek to restrain growth in central government
civil service wage and salary payments so that they do not
exceed forty-nine percent of current revenue and fifty-four
percent of current expenditure;

The GOCD will continue to {implement the cost containment
measures based on the findings and recommendations of the
Organization, Methods and Manpower technical assistance team
and keep A.I.D informed of implementation progress.

The GOCD will not employ funds provided by A.I.D. under this
assistance program, or the E.C. dollars deposited into separate
local currency account, for the procurement or use of
pesticides.




€. pending Avallability of FY 92 Funds

A.1.D. expects to be able to provide funds in U.S. Fiscal Year 1992, subject
to their availability, to assist the government with the subsequent key step
in the diversification process——the impjementation or the strategy. The sum
of US $1.3 million will be targeted for implementation support. Of this sum,
US $300,000 will be added to the TROPRO project to finance additional survey
research, further policy analysis, training, or other activity deemed
necessary to enhance the success of the diversification program.

If the funds are not available, the formal U.S. contribution for the program
would terminate after disbursement of the second tranche.

F. Standard Conditions and Covenants

As included in previous agreements between the GOCD and A.I1.D., this proposed
assistance program will contain a standard set of other conditions and
covenants mandated by U.S. legislation or otherwise by A.1.D requirements.
These include, for example, requirements for specimen signatures of designated
officials, the opinion of counsel, the separate dollar account, the uses of
the U.S. dollars, the separate local currency account and use of the EC
dollars, program recordkeeping, and procedures for accounting and reporting.
These standard conditions and covenants will be detailed in the agreement and
are aspects of A.1.D. requirements with which the GOCD is familiar.

IV. PROGRAM ELEMENTS
A. Use of U.S, Dollar Resources

Depending on the existing foreign exchange regime in a recipient country,
AID/W guidance (State 325792, 10/20/87) on programming of U.S. dollar
resources offers three choices in descending order of preference: imports from
the U.S., auction of foreign exchange, and debt service payments. The Mission
;ecomm:nda sthe first of these for the proposed program assistance, imports
rom the U.S.

The U.S. dollars will be deposited in a separate interest bearing account at a
U.S. commercial bank that is normally a correspondent bank of a commercial
bank in Dominica in the name of the National Commercial Bank (NCB) of
Dominica. This will be a new account to be used exclusively for disbursements
under the proposed grant. Conditionality under the Grant Agreement will
specify that no other funds may be deposited in the account. The funds will
be used, over the ensuing twelve-month period, to cover payments for Dominican
importation of eligible merchandise from the U.S.




The GOCD will instruct the NCB to draw down the separate account for payments
for U.S. exports to Dominica, unless the specific transaction in question
involves Dominican imports of goods for which the use of separate account
funds are ineligible. The GOCD will need to be mindful of the necessity of
liquidating funds in the account within one year of their deposit. Any
acgru$d ]1nterest in the account shall be used in the same manner as the
principal.

8. Use of Local Currency

AID/HW supplemental guidance (State 204855 6/21/91) offers two principal types
of local currency programs which can be funded from the separate account.
These programs are: A) Budget Support which includes general budget support,
general sector support and specific sector support, and B) Extra-budgetary
Activities which includes projects or activities outside the host country's
budget. RDO/C has selected the specific sector budget support option, given
the specific program emphasis on agricultural diversification in the
agricultural sector. Per the guidance, this approach is effective for joint
programming with the host government which focuses public sector expenditure
on priority categories of uses.

A condition to be met by the government is the creation of a sub-sectoral item
in the Ministry of Agriculture's budget 1dentified as “"Agricultural
Diversification Support". The government will deposit an amount of Eastern
Caribbean dollars equivalent to the grant disbursement into a separate
interest bearing government account at the National Commercial Bank of
Oominica (NCB). The funds in this account will not be commingled with funds
from any other source and will be transferred to the Ministry of Agriculture
to be expended only for the purposes approved under the grant agreement. AID
will not assume any role or responsibility for approving disbursements from
the separate local currency account, and any accrued interest thereon w111 be
used in the same manner as the principal

Capability of Host Country Implementing Agency

In order to program local currency for specific sector support, AID must have
a relatively high level of confidence in the reporting and control mechanisms
of the financial and budgeting systems of the government agency responsible
for the management of the separate accounts. Under this grant, the Ministry
of Finance, which has previously managed similar separate accounts, will be
responsible for the management of the separate local currency account. Prior
experience with the Ministry of Finance has given us reasonable assurance that
this agency has adequate financial management systems in place to properly
account for the local currency. Previous capability assessments also support
the conclusion that the Government of the Commonwealth of Dominica's f1nanc1a1
management systems are up to the standard required by AID.




In addition, the Ministry of Agriculture successfully implemented the
AID-funded Hurricane Hugo Rehabilitation Project in 1989/90. A capability
assessment of this ministry by an independent accounting firm determined that
adequate financial systems and internal controls were in place to offer
reasonable assurance that allocated funds would be used for intended
purposes. RDO/C accepts this prior favorable experience with the Ministry of
Agriculture as evidence of sufficient financial management capability.

C. Cash Transfer versus Commodity Import Program (CIP)

In designing the sector assistance program, the Mission weighed the merits of
a cash transfer program against a CIP, and reviewed the experience in other
countries of the Caribbean and elsewhere. The Mission has concluded that the
cash transfer mechanism is the best means to achieve the objectives of the
diversification program.

The procedures and controls required to implement a CIP would impose a degree
of public sector intervention and control over the allocation and use of
foreign exchange which would be contrary to both Dominfca‘s and USG's policy
of relying on the market mechanism. The cash transfer approach will also
require less staff time to administer, both on the part of Dominica and the
Mission. Under the terms of the agreement, the U.S. dollar proceeds of the
proposed disbursement will be programmed for Dominica's purchase of eligible
merchandise from the U.S.

D. F ng of

The Mission has determined that grant rather than loan funding is the
appropriate form of program support. HWhile the ratio of loans to GOP is
declining, it 1s still relatively high in Dominica. The same can be said for
the debt service ratio. External debt has risen from US $48 million in 1985
to US $73 million in 1990. This transiates to a reduction from 48% of GOP in
1985-86 to 44% of GDP in 1989-90. OQuring the same period, the share of
concessional borrowing has increased from about 73% in 1985 to about 97% in
1989-90, and this has served to reduce the annual debt service from 8% of
exports of goods, nonfactor services, and net private transfers to less than
5%. The denominators of these two ratios are subject to sharp changes, one of
them possibly being the reduction or elimination of the United Kingdom subsidy
on bananas. Moreover, a hurricane could reduce the GDP by 25 or 30%, driving
the debt/GDP ratio to intolerable levels overnight. :

In support of Dominica's current trend of reducing these debt ratios, and in
recognition of the vulnerability of the denominators, the Mission has
determined grant funding is most appropriate for Dominica at this time.




E. Reports

The Government of the Commonwealth of Dominica will be required in the Grant
Agreement to present reports to A.I.D. to enmable A.I.D. to conclude that the
U.S. dollar and local currency resources have been expended in accordance with
the program.

In the case of the U.S. dollar resources, the National Commercial Bank of
Dominica will be required to present, on a quarterly basis, to A.I.D., through
the Ministry of Finance: )

o the disbursement orders it has communicated to its U.S.
correspondent bank to reiease funds from the special dollar account;
and

copies of the statements of the latter account, verifying that the
funds have been appropriately released.

In the case of local currency, the GOCD will be required to demonstrate that
funds have been allocated to the Ministry of Agriculiture for activities that
promote agricultural diversification.

Reporting will occur quarterly, beginning ninety days after disbursement of
the U.S. dollar resources, until funds in the separate local currency account
have been liguidated.

F. Importation of U.S. Cosmodities

It is expected that Dominica will be able to import commodities from the
United States fn value at Teast equal to that of the Grant. Oominica's
imports from the U.S. were approximately US $33.3 million in 1989, US $28.1
million for the first ten months in 1989, and US $25.6 million for the first
ten months in 1990. Under Project 538-0157, funds were disbursed in June,
1986, wherein Dominica reported approximately US $6 million in imports from
the U.S. for the June to December period following disbursement. The record
shows Dominica having imported US $3.7 million in eligible goods for that
period. This overall i{mport record suggests that Dominica will have no
problems purchasing the value of at least US $1 million in eligible U.S.
imports in FY 91, or in FY 92.
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Hr Larry T Armatrong ff“"“'
Acting Director
Unlted States Agency for
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fleqlonal Development Of?loe O
P 0 Box 302
Bridgetown
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DOMINTICA ACRICULTURE DIVERSIFICATION PROCRAM

Dear Mr Armstrong

As you are aware, officiaels of the Deminica Coverament
have met with severasl members of your staff oaver recent
months to discuss potential U.S. support for our sffort
to diversify the agricultural sectoer.

During this period, USAID has furnished the services of
Or Fred Mann dnd hls study of the sector has been
reviewed by the Ministry of Aqgrioulture. we hdve also
reviewred the contents of the letter dated 28th June from
Dr Stryker whloh provided an shstract of the proposed
U.S, assistence program.

Representatives of the Dominican Covernment have
thoroughly discussed the U.S. assistance proposal with
USAID personnel. It ts our understanding that USAID
proposes to provide USS! wmillion to esslat with our
saricultural diversiflostion ectivities, with the
possibility of & second USS1 million dependent on the
avallability of funds. '

q\
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¥e understand thet disbursement will be made In tranches
of $500,000, subject to the satisfection by ths
Covernment of severa) conditions, including evidence of:

(1) 4 commitment by the Covernment to diversify the
soctory

(1) the development, review, and approval of a
comprehensive diversiflication strateqy;

(1t1) the creation of & line {tem for diversificdetion in
the Hintstey of Agrioculture budgets and

(iv) deposlit of the EC Dollar equivalent of the US
Dollers in a special account for the budqet line
ftenm,

It is further understood that USAID oan finance technical
expertise for studies, analyses, policy review, and
strategy formulation through the Organisation of Cast
Caribbesn States Agricultural Dfversification Unlit by
adding other funds to the TROPO Projfect targeted
specifically for Doeinica. '

My Covernment welcomes the assistance offered, especlally
as it 13 consistent with and supportive of our program to
diversify the agricultural seoter and reducs the
vulnerability of our econonmy.

1 should be grateful |{f the propossl would noe be
finalised and the draft program agreement submitted for
our roview ot your ear)fest convenfence.

Yours sincerely

( Sad) w eucenin cwmmies

iy o,

R s ]
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DETERMINATION OF CATEGORTCAL EXCIUSION
FOR ENV-RONMENTAL EXAMINATICN
I. DPROGRAM DATA
Program Locasion: commanwaalth of Dominica
Program Title and Number Doninicsan Agwicultural Sector
Progzax= 538-0176
Funding (LOP) $2,0€0,C0C ESF Grant.
' ’
Life of Prograrm 2 Yeagrs - _.J ;
;/ S - we

~ t—.—vﬁ-—"\ - ’
Albar< L. Merkel
¥ission Environrenzal Officer

Determination prspared by:

Environmen Categorical Zxeclusion

Disarproved
Migsion Direczor Missisn Diractor
le2rances:
Ronald 8. Stryksr, ChieZ ANR In draZft [6/28/91)
Gerald Cashion, PDO In dralt [06/28/981)
Patricia U. Lerner, Chigf PRV/ECON In draft (05/2E/91)

larry 7. ATmstreng, D/DIR
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The purpose of ..he ESF Cash Transfer program is to provide
support te the GOCD to expand and diversify Dominice’s econczic
and expor:t Dase, spec'.:'*.culy in agricultural production. Suech
expansion and diversification is intended to reduce foralgn
exchange dependency on bananas, axpand total exports, reduce
foreign exchange requirements IoX :.rp..rtnd Zoodstulfs, and
enhance food security.

The prograz is structured to obligaze and disburse US$1.0
nillion in EZST cash transfer assiziance in FY 91, and depending
on availakility, in FY 52 as well. The funds will be disbursed
against gpecilic comnictnmants by the GOCD, or condotions, to
achieve the above stated purpese thoough developing, cfficially
approving and {zpledaenting an Agricul<Tural Divers-ficatien

" Strategy /ADS).

IZI. Zaviron zies

This program will provide funding to the GOCD to develop the
capablility to engaga in ferauclating sound policies and
develcyzant planning in the Agriculiure Sector, including
attention te the environment. However, AID wi -l not have prior
approval of "‘nancmg or prior a3preval af ipplenentatisn cf
specific activitias or knowledce ¢f cr centrol ever gpecific
activities that may have an effest ar. the ph} sical and natural
environment for whick Zimancing is provided by AID.

IV, ZQelez=inatson Rscomrended

A cathorzcal exclusicn of the recuirenent to conduct an
environmental examination fcr this program as permitted in 22
CFR Part 216, Para 216.2(c)(il) ard Para :16.2(3)-

.
’
.

Drazfted €6/28/91 ALMerkel:aaw Doc. 24505»
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LAC-IEE-31~66

ENVIRONNENTAL TERESHOLD DECISION

»
L

Life of Proiect
JER Preparved by
ende

Commants

Comnonwaalth of Dominica

Dominican Agricultural Sector
Progranm (FY 91/92 ESF Cash Transfer
Program)

538-~0176
$2 nillion (ESF Grant)
2 Yaars (FY 91-92)

Albart L. Merkel, Mission
Environmental Officer, RDO/C

Categorical Exclusion

Concur with Racommendation

Pursuant to A.I.D. environmental
regulations, an IEE is generally
not required vhen A.I.D. does not
have knowledge of or control over
specific activities that have an
affect on the physical and natuzral
enviromment for which financing is
approved by A.I.D. This exemption
does not apply, hovaver, to
assistance for the procurement or
use of pesticdes. Therefore, the
FY 91/92 Cash Transfer Progran,
which is assisting GOCD's efforts
to expand and diversify Dominica's
econonic and export base,
gpecifically in agricultural
production, will not provide
support for the procurement or use
of pesticides. A covanant will be
Placed in the program agreement
betwveen the GOCD and A.I.D. that no
pesticides will be procured or used
under this program without first
conducting an Environmental
Assessmant and having it approved
by the IAC Bureau Envircormental
Officer.
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£nvironmental Threshold LAC=IEZ-91-66
Decision (cont'q)

Copy to Aarcn Willians, Director,
RDO/C

Copy to h ) Patricia Larner, PRM/ECON, RDO/C
Copy to ' Ronald Stryker, ANR, RDO/C

Copy to Gane Wilkens, REA/CAR

Copy to Jim Hradsky, LAC/DR/CAR

Copy to ILY rile

| ,Qx, & bllaa, vare _JK 1018

- Deputy Chieg Invironmental officer
Bureau for Latin America
and the Car
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ANNEX D

e

$C(1) - COUNTRY CHECKLIBT

Listed below are statutory criteria
applicable to the eligibility of countries to
receive the followving categories of assistance:
(A) both Development Assistance and Economic
Support Funds; (B) Development Assistance
funds only; or (C) Economic Support Funds

enly.

COUNTRY ELIGIBILITY CRITERIA APPLICABLE TO
BOTH DEVELOPMENT ASSISTANCE AND ECONOMIC
SUPPORT FUND ASSISTANCE

1. Narcotics

a. Negative certification (FY
1991 Appropriations Act Sec. 55%9(b)): Bas
the President certified to the Congress
that the government of the recipisnt
country is failing to take adequate
peasures to prevent narcotic drugs or
other controlled substances which are
cultivated, produced or processed
illicitly, in wheole or in part, in such
country or transported through such
country, from being sold illegally within
the jurisdiction of such country to United
States Government personnel or their
dependents or from entering the United
States unlawfully?

b. Positive certification (FAA
Sec. 481(h)). (This provision applies to
assistance of any kind provided by grant,
sale, loan, lease, credit, guaranty, or
insurance, except assistance froa the
child Survival PFund or relating to
international narcotics control, disaster
and refugee relief, narcotics education
and avareness, or the provision of food or
medicine.) If the recipient is a "major
{illicit drug producing country" (defined
as a country producing during a fiscal
year at least five metric tons of opium or
500 metric tons of coca or marijuana) or a
*"major drug-transit country®™ (defined as a
country that is a significant direct
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source of illicit drugs significantly
affecting the United States, through which
such drugs are transported, or through
which significant sums of drug-related
profits are laundered with the knowvledge
or complicity of the government):

(1) does the country have
in place a bilateral narcotics agreement
with the United States, or a multilateral
narcotics agreement?

. (2) has the President in
the March 1 International Narcotics
Control Strategy Report (INSCR) determined
and certified to the Congress (without
Congressional enactment, within 45 days of
continuous session, of a resolution
disapproving such a certification), or has
the President determined and certified to
the Congress con any other date (with
enactment by Congress of a resolution
approving such certification), that (a)
during the previous year the country has
cooperated fully with the United States or
taken adequate steps on its own to satisfy
the goals agreed to in a bilateral
narcotics agreement with the United States
or in a multilateral agreeaent, to prevent
illicit drugs produced or processed in or
transported through such country fros
being transported into the United States,
to prevent and punish drug profit
laundering in the country, and to presvent
and punish bribery and other forms of
public corruption wvhich facilitate
production or shipment of illicit drugs or
discourage prosecution of such acts, or
that (b) the vital national interests of
the United States require the provision of
such assistance?

C. Government Policy (1986
Anti-Drug Abuse Act of 1986 Sec. 2013(b)).
(This section applies to the same
categories of assistance subject to the
restrictions in PAN Sec. 481(h), above.)
If recipient country is a "major illicit
drug producing country® or "major
drug-transit country" (as defined for the
purpose of FAA Sec 481(h)), has the
President subaitted a report to Congress
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listing such country as one: (a) which,
as a matter of government policy,
encourages or facilitates the production
or distribution of illicit drugs; (b) in
which any senior official of the
government engages in, encourages, or
facilitates the production or distribution
of illegal drugs; (c) in vhich any zember
of a U.S. Governmant agency has suffered
or been threatened with violence inflicted
by or with the complicity of any
government officer; or (d) which fails to
.provide reasonable cooperation to lawful
activities of U.S. drug enforcement
agents, unless the President has provided
the required certification to Congress
pertaining to U.S. national interests and
the drug control and criminal prosecution
efforts of that country?

2. Indebtednass to U.8. citisens
(FAA Sec. 620(c): If assistance is to a
government, is the government indebted to
any ‘U.S. citizen for goods or services

furnished or ordered where: (a) such
citizen has exhausted available legal
remedies, (b) the debt is not denied or
contested by such government, or (c) the
indebtedness arises under an unconditional
guaranty of payment given by such
government or controlled entity?

3. Beisure of U.8. Property (FAA
Sec. 620(e)(1)): If assistance is to a
government, has it (including any
government agencies or subdivisions) taken
any action wvhich has the effect of
nationalizing, expropriating, or otherwvise
seizing ownership or control of property
of U.S. citizens or entities beneficially
owned by them without taking steps to
discharge its obligations toward such
citizens or entities?

4. Communist countries (FAA Secs.
620(a), 620(f£), 620D; FY 1991
Appropriations Act Secs. 512, 545): Is
recipient country a Communist country? 1If
80, has the President: (a) determined
that assistance to the country is vital to
the security of the United States, that
the recipient country is not controlled by
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the international Communist conspiracy,
and that such assistance will further
promote the independence of the recipient -
country from international communisa, or
(b) removed a country from applicable
restrictions on assistance to communist
countries upon a determination and report
to Congress that such action is important
to the national interest of the United
States? Will assistance be provided
either directly or indirectly to Angola,
Cambodia, Cuba, Irag, Libya, Vietnam, Iran
.or Syria? Will assistance be provided to
Afghanistan without a certification, or
will assistance be provided inside
Afghanistan through the Soviet-controlled
government of Afghanistan?

5. Mob Action (FAA Sec. 620(3)):
Has the country permitted, or failed to
take adequate measures to prevent, damage
or destruction by mob action of U.S.
property?

6. OPIC Investment Guaranty (FAA
Sec. 620(1)): Has the country failed to
enter into an investment guaranty
agreepent with OPIC?

7. 8eigsure of U.8. Pishing Vessecls
(FAA Sec. 620(o); Fishermen's Protective
Act of 1967 (as amended) Sec. 5): (a) Has
the country seized, or imposed any penalty
or sanction against, any U.S. fishing
vessel because of fishing activities in
international waters? (b) If so, has any
deduction required by the Fisherzen's
Protective Act been made?

8. Loan Default (FAA Sec. 620(q);
FY 1991 Appropriations Act Sec. 518
(Brocke Amendment)): (a) Has the
government of the recipient country been
in default for more than six months on
interest or principal of any locan to the
country under the FAA? (b) Has the
country been in default for more than one
year on interest or principal on any U.S.
loan under a prograa for vwhich the FY 1990
Appropriations Act appropriates funds?




9., Military BQuipment (FAA Sec. Yes. See "Takinra into
620(s)): If contemplated assistance is Consideration" meme.
development loan or to come from Economic
Support Fund, has the Administrator taken
into account the percentage of the
country's budget and amount of the
country's foreign exchange or other
resources spent on ailitary equipnent?

(Reference may be made to the annuil
"Taking Into Consideration® mero: “Yes,
taken into account by the Administrator at
time of approval of Agency OYB.® This
approval by the Administrator of the
.Operational Year Budget can be the basis
for an affirmative answer during the
fiscal year unless significant changes in
circumstances occur.)

10. Diplomatic Relations with U.S.
(FAA Sec. 620(t)): Has the country
severed diplomatic relations with the
United States? If so, have relations been
resumed and have new bilateral assistance
agreements been negotiated and entered

into since such resumption?

11. U.¥, Obligations (FAA Sec. Curr "Takina i
620(u)): What is the payment status of Conesaes see [Taking inco
the country's U.N. obligations? If the . )
country is in arrears, wvere such :
arrearages taken into account by the
A.I.D. Aduninistrator in determining the
cuirrent A.I.D. Operational Year Budget?

(Reference nay be made to the "Taking into
Consideration” memo.)

12. Internatiocnal Terrorisa

a. Sanctuary and support (FY
1991 Appropriations Act Sec. 556; FAA
Sec. 620A): Has the country been
determined by the President to: (a) grant
sanctuary from prosecution to any
individual or group which has committed an
act of international terrorism, or (b)
otherwise support international terrorism,
unless the President has waived this
restriction on grounds of natiocnal
security or for humanitarian reasons?
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b. Airport Security (ISDCA of
1985 Sec. 552(b). Has the Secretary of
State determined that the country is a
high terrorist threat country after the
Secretary of Transportation has
determined, pursuant to section 1115(e) (2)
of the Federal Aviation Act of 1958, that
an airport in the country does not
maintain and adainister effective security
measures?

13. Discrimination (FAA Sec.
666(b)): Does the country object, on the
basis of race, religion, national origin
or sex, to the presence of any officer or
enployee of the U.S. who is present in
such country to carry out economic
development programs under the FAA?

14. MNuclear Technology (FAA Secs.
669, 670): Has the country, after August
3, 1977, delivered to any other country or
received nuclear enrichment or
reprocessing equipment, materials, or .
technology, without specified arrangements

or safeguards, and without special
certification by the President? Has it
transferred a nuclear explosive device to
a non-nuclear veapon state, or if such a
state, either received or detonated a’
nuclear explosive device? If the country
is a non-nuclear veapon state, has it, on
or after August 8, 1985, exported (or
attemnpted to export) illegally from the
United States any material, equipment, or
technology which would contribute
significantly to the ability of a country
to manufacture a nuclear explosive device?
(FAA Sec. 620FE parmits a special wvaiver of
Sec. 669 for Pakistan.)

15. Algiers Neeting (ISDCA of 1981,
Sec. 720): Was the country represented at
the Meeting of Ministers of Poreign
Affairs and Heads of Delegations of the
Non-Aligned Countries to the 36th General
Assenbly of the U.N. on Sept. 25 and 28,
1981, and did it fail to disassociate
itself from the communique issued? 1If so,
has the President taken it into account?
(Reference may be made to the 'Takinq into
Consideration® memo.)

See "Taking into
Consideration" memo.




-7 -

16. Military Coup (FY 1991
Appropriations Act Sec. 513): Has the
duly elected Head of Government of the
country been deposed by military coup or
- decree? 1If assistance has been
terninated, has the President notified
Congress that a democratically elected
government has taken office prior to the
resumption of assistance?

- 17. Refugee Cooperation (FY 1991
Appropriations Act Sec. 539): Does the
recipient country fully cooperate with the
international refugee assistance
organizations, the United States, and
other governments in facilitating lasting

solutions to refugee situations, including

resettlement without respect to race, sex,
‘religion, or national origin?

18. Exploitation of Childrea (FY
1991 Appropriations Act Sec. 599D,
anending FAA Sec. 116): Does the
recipient government fail to take
appropriate and adequate measures, within
its means, to protect children from
exploitation, abuse or forced conscription
into military or paramilitary services?

COUNTRY ELIGIBILITY CRITERIA APPLICABLE
ONLY TO DEVELOPMENT ASSISTANCE ("DA")

1. BRusman Rights Violations (FAA Sec.
116): Has the Department of State
determined that this government has
engaged in a consistent pattern of gross
violations of internationally recognized
human rights? If so, can it be
derxonstrated that contemplated assistance
will directly benefit the needy?

2. Abortions (FY 1991 Appropriations
Act Sec. 535): Has the President
certified that use of DA funds by this
country would violate any of the
prehibitions against use of funds to pay
for the performance of abortions as a
method of family planning, to motivate or
coerce any person to practice abortions,
to pay for the performance of involuntary

No

Yes, to the extent
anplicable.

No

N/A.  This is an ESF
program,




sterilization as a method of family
planning, to coerce or provide any
financial incentive to any person to
undergo sterilizations, to pay for any
biomedical research which relates, in
wvhole or in part, to methods of, or the
performance of, abortions or involuntary
sterilization as a means of fanily
planning?

COUNTRY ELIGIBILITY CRITERIA APPLICABLE
ONLY TO ECONOMIC SUPPORT FUNDS ("ESF")

Buman Rights Violations (FAA Sec.
502B): Has it been determined that the
country has engaged in a consistent
pattern of gross violations of
internationally recognized human rights?
If so, has the President found that the
country made such significant improvement
in its human rights record that furnishing
such assistance is in the U.S. national
interest? “ .

No



$C(2) = ASSBISTANCE CHECKLIST

Listed below are statutory criteria
applicable to the assistance resources
themselves, rather than to the eligibility of a
country to receive assistance. This section is
divided into three parts. Part A includes
criteria applicable to both Development
Assistance and Econoric Support Fund resources.
Part B includes criteria applicable only to
Development Assistance resources. Part C
includes criteria applicable only to Economic
Support Funds.

CROSS REFERENCE: IS COUNTRY CHECKLIST UP TO
DATE?

A. CRITERIA APPLICABLE TO BOTH DEVELOPMENT
ASSISTANCE AND ECONOMIC SUPPORT FUNDS

1. Eost Country Development Efforts
(FAA Sec. 601(a)): Information and
conclusions on whether assistance vill
encourage efforts of the country to:
(a) increase the flov of internaticnal
trade; (b) foster private initiative and
competition; (¢) encourage development and
use of cooperatives, credit unions, and
savings and loan associations;
(d) discourage monopolistic practices; (e)
improve technical efficiency of industry,
agriculture, and commerce; and (f)
strengthen free labor unions.

2, U.8. Private Trade and Investment
(FPAA Sec. 601(b)): Information and
conclusions on how assistance will
encourage U.S. private trade and -
investment abroad and encourage privat®
U.S. participation in foreign assistiS#
programs (including use of private tade
channels and the services of U.S. prijgge
enterprise).

Dominica Ag-icultural

Sector -- 1991 Proaram
Grant (538-K-605)

This proaram, which is
intended to help expand and
diversify Dominica's
aaricultural nroduction and
sales, will encouraqe {a},
(b), (d) and {e).

The arant dellars will be
used to purchase U.S,
commodities. Also, the
program may create new’
opportunities in the
anricultural sector.
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3. Congressional Notification

a. General requirement (FY 1991 A e
Appropriations Act Secs. 523 and 591; Ju?m’i- véass’ S‘IUQ%TLM °2nd
FAA Sec. 634A): If money is to be cleared without objection on
obligated for an activity not previously July 10, 1991
justified to Congress, or for an amount in ! '
excess of amount previously justified to
Congress, has Congress been properly
notified (unless the notification
requirerment has been vaived because of
substantial risk to human health or
velfare)?

b. Notice of pev account
ocbligation (FY 1991 Appropriations Act
Sec. 514): If funds are being obligated
under an appropriation account ¢o which
they were not appropriated, has the
President consulted wvith and provided a
written justification to the House and
Senate Appropriations Committees and has
such obligation been subject to reqular
notification procedures?

c. Cash transfers and
nonproject sector assistance (FY 1991
Appropriations Act Sec. S75(b)(3)): If
funds are to be made avajilable in the form
of cash transfer or nonproject sector
assistance, has the Congressional notice
included a detailed description of how the
funds will be used, with a discussion of
U.S. interests to be served and a
description of any economic poolicy
reforms to be promoted?

4. BEngineering and Pinancial Plans
(FAA Sec. 611(a)): Prior to an obligation
in excess of $500,000, will there be: (a)
engineering, financial or other plans
necessary to carry out the assistance; and
(b) a reasonably firm estimate of the cost
to the U.S. of the assistance?

5. Legislative Action (FAA Sec.
6l1(a)(2)): If legislative action is
required within recipient country vith
respect to an obligation in excess of
$500,000, what is the basis for a
reasonable expectation that such action
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will be completed in time to permit
orderly accomplishment of the purpose of
the assistance?

6. Water Resources (FAA Sec. 611(b);
FY 1991 Appropriations Act Sec. 501): 1If
project is for water or wvater-related land
resource construction, have benefits and
costs been computed to the sxtent
practicable in accordance with the
principles, standards, and procedures
established pursuant to the Water

Resources Planning Act (42 U.S.C. 1962, et

seq.)? (See A.I.D. Handbook 3 for
guidelines.)

7. Cash Transfer and Becter
Assistance (FY 1991 Appropriations Act
Sec. 575(b)): Will cash transfer or
nonproject sector assistance be maintained
in a separate account and not commingled
with other funds (unless such requirements
are waived by Congressional notice for
nonproject sector assistance)?

8. Capital Assistance (FAA Sec.
611(e)): 1If project is capital assistance
(e.g., construction), and total U.S.
assistance for it will exceed $1 million,
has Mission Director certified and
Regional Assistant Administrator taken’
into consideration the country's
canability to maintain and utilize the
project effectively?

9. Multiple Country Objectives (FAA
Sec, 601(a)): Information and conclusions
on whether 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 uses of cooperatives,
credit unions, and savings and loan
associations; (d) discourage monopolistic
practices; (e) improve technical
efficiency of industry, agriculture and
commerce; ‘and (f) strengthen free labor
unions.

See A.1

above
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10. U.8. Private Trade (FAA Sec.
601(b)): Information and 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).

11. Local Currencies

a. Reciplent Contributions
(FAA Secs. 612(b), 636(h)): Describe
steps taken to assure that, to the maximunm
. extent possible, the country is
.contributing local currencies to zeet the
cost of contractual anG other services,
and foreign currencies owned by the U.S.
are utilized in lieu of dollars.

b. U.8.-Owvned Currency (FAA
Sec. 612(d)): Doas the U.S. owvn excess
foreign currency of the country and, if
so, vhat arrangements have been made for
its release?

C. Separate Account (FY 1991
Appropriations Act Sec. 575). If
assistance is furnished to a foreign
government under arrangements which result
in the generation of local currencies:

(1) Has A.I.D. (a)
required that local currencies be
deposited in a separate account
established by the recipient governaent,
(b) entered into an agreement with that
government providing the amount of local
currencies to be gensrated and the terms
and conditions under wvhich the currencies
so deposited may be utilized, and (¢)
established by agreement the
responsibilities of A.I.D. and that
government to monitor and account for
deposits into and disbursements fros the
separate account? "

See A.2 above

The program is intended

to encourage Dominica to
use its own resources to
take various policy actions.
o (.S, owned foreiqgn
currencies will be utilized.

N/A

Yes to (a), (b) & (¢)
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(2) Will such local
currencies, or an equivalent amount of
local currencies, be used only to carry
out the purposes of the DA or ESF chapters
of the FAA (depending on vhich chapter is
the source of the assistance) or for the
administrative requirements of the United
states Government?

. (3) Has A.I.D. taken all

appropriate steps to eansure that the
equivalent of local currencies disbursed
from the separate account are used for the
agreed purposes?

(4) If assistance is
terminated to a country, will any
unencumbered balances of funds remaining
in a separate account be disposed of for
purposes agreed to by the recipient
government and the United States
Government?

-12. Trade Restrictions

a. surplus Coxmodities (Fy 1991
Appropriations Act Sec. 521(a)): It
assistance is for the production of any
commodity for export, is the commodity
likely to be in surplus on world markets
at the time the resulting productive
capacity becomes operative, and is such
assistance likely to cause substantial
injury to U.S. producers of the sanme,
sinilar or competing commodity?

b. Textiles (Lautenberg
Amendment) (Fy 1991 Appropriations Act
Sec. 521(c)): Will the assistance (except
for programs in Caribbean Basin Initiative
countries unds: U.S. Tariff Schedule
"Section 807," vhich allows reduced
tariffs on articles assembled abroad from
U.S.-nade conponents) be used directly to
procure feasibility studies,
prefeasibility studies, or project
profiles of potential investment in, or to
asgsist the establishment 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, footvear, handbags,
flat goods (such as vallets or coin purses
vorn on the person), vork gloves or
leather vearing apparel?

13. Tropical Porests (FY 1991
Appropriations Act Sec. 533(c)(3)): Will N/A
funds be used for any program, project or
activity which wvould (a) result in any
significant loss of tropical forests, or
(b) involve industrial timber extraction
in primary tropical forest areas?

14. PVO Assistance

a. Auditing and registration N/R
(FY 1991 Appropriations Act Sec. 537): 1If
assistance is being mpade available to a
PVC, has that organization provided upon
timely request any document, file, or
record necessary to the auditing
requirenents of A.I.D., and is the PVO
registered with A.I.D.?

b. Punding sources (FY 1991 N/A
Appropriations Act, Title II, under
heading "Private and Voluntary
Organizations®): 1If assistance is to be
pmade to a United States PVO (other than a
cooperative development organization),
does it obtain at least 20 percent of its
total annual funding for international
activities frop sources other than the
United States Government?

15. Project Agresment Documsntation These actions will be taken,
(State Authorization Sec. 139 (as to the extent applicable
interpreted by confersnce report)): Has
confirmation of the date of signing of the
project agreement, including the amount
involved, been cabled to State L/T and
A.I.D. LEG within 60 days of the
agreenent's entry into force with respect
to the United States, and has the full
text of the agreement been pouched to ,
those sane offices? (See Handbook 3, .
Appendix 6G for agreerments covered by this
provision).

‘/’

pad
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16. Metric System (Omnibus Trade and
Competitiveness Act of 1988 Sec. 5164, as
interpreted by conference report, amending

. Metric Conversion Act of 1975 Sec. 2, and

as implemented through A.I.D. policy):
Does the assistance activity use the
netric systen of measurement in its
procurezents, grants, and other
business-related activities, except to the
extent that such use is impractical or is
likely to cause significant inefficiencies
or loss of markets to United States firms?
Are bulk purchases usually to be made in
petric, and are components, subassemblies,
.and semi-fabricated materials to be
specified in metric units when
economically available and technically
adequate? Will A.I.D. specifications use
metric units of measure from the earliest
programmatic stages, and from the earliest
docunmentation of the assistance processes
(for example, project papers) involving
quantifiable measurements (length, area,
volune, capacity, mass and wveight),
through the implementation stage?

17. Women in Development (FY 1991
Appropriations Act, Title II, under
heading "Women in Development®): Will
assistance be designed so that the
percentage of vomen participants will ‘be
denonstrably increased?

18. Regional and Multilateral - No. This is a direct
Assistance (FAA Sec. 209): 1Is assistance grant to Dominica for
more efficiently and effectively provided sector reform.
through regional or multilateral
organizations? 1If so, why is assistance
- not so provided? Information and

conclusions on vhether assistance will
encourage developing countries to
cooperate in regional development
prograns.




19. Abortioms (FY 1991
Appropriations Act, Title II, under
heading "Population, DA,"™ and Sec. 525):

a. Will assistance be made
available to any organization or program
wvhich, as determined by the President,
supports cr participates in the manageaent
of a program of coercive abortion or
involuntary sterilization?

b. Will any funds be used to
lobby for abortion?

20. Cooperatives (FAA Sec. 111):
Will assistance help develop cooperatives,
especially by technical assistance, to
assist rural and urban poor to help
themselves toward a better life?

21. U.S8.-0Owned Yoreign Currencies

a. Use of currencies (FAA Secs.
612(b), 636(h); FY 1991 Appropriations Act
Secs. 507, 509): Describe steps taken to
assure that, to the maxizmum extent
possible, foreign currencies owvned by the
U.S. are utilized in lieu of dollars to
meet the cost of contractual and other
services.

b. Relsase of currencies (FAA
Sec. 612(d)): Does the U.S. own excess
foreign currency of the country and, if
so, what arrangements have bean made for
its release?

22. Procureament

a. 6mall dusiness (FAA Sec.
602(a)): Are there arrangements to permit
U.S. smpall business to participate
equitably in the furnishing of commodities
and services financed?

b. U.8. procurement (FAA Sec.
604(a)): Will all procurement be from the
U.S. except as otherwise determined by the
President or determined under delegation
from him?

Grant dollars will be used
for U.S. procurement.
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c. Marine insurance (FAA Sec.
604(d)): If the cooperating country N/A
discriminates against marine insurance
companies authorized to do business in the
U.S., will commodities be insuvred in the
United States against marine risk with
such a company?

d. Non-U.S8. sgricultural N/A
procurasent (FPAA Sec. 604(e)): If
non-U.S. procurement of agricultural
commodity or product thereof is to be
financed, is there provision against such
procurement when the domestic price of
such commodity is less than parity?
(Exception where cecmmodity financed could
not reasonably be procured in U.S.)

e. Construction or engineering No
services (FAA Sec. 604(qg)): Will
construction or engineering services be
procured from firams of advanced developing
countries which are othervise eligible
under Code 941 and wvhich have attained a
competitive capability in international
markets in one of these arsas? (Exception
for those countries vhich receive direct
economic assistance under the FAA and
permit United States firms to compete for
construction or engineering services
financed from assistance programs of these
countries.)

£. cCargo preference shipping
(FAA Sec. 603)): 1Is the shipping excluded N/A. This {is a non-project
from compliance vith the requirement in cgzh transfer arant. See FY
section 901(b) of the Merchant Marine Act 1961 Annrooriations Act. Sec.
of 1936, as amended, that at least 575(b)(2).
S0 percant of the gross tonnage of
commodities (computed separately for dry
bulk carriers, dry cargo liners, and
tankers) financed shall be transported on
privately owned U.S. flag commercial
vessels to the extent such vessels ars
available at fair and reasonable rates?

g. Technical assistance N/A
(FAA Sec. 621(a)): If technical
assistance is financed, vill such
assistance be furnished by private .
enterprise on a contract basis to the
fullest extent practicable? Will the

4
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facilities and resources of other Federal
agencies be utilized, when they are
particularly suitable, not competitive
vith private enterprise, and made
available without undue interference with
donestic programs?

h. U.8. air carriers
(International Air Transportation Pair
Competitive Practices Act, 1974): 1If air
transportation of persons or property is
financed on grant basis, will U.S.
carriers be used to the extent such
service is available?

) i. Termination for coavenience
of U.8. Government (FY 1991 Appropriations
Act Sec. 504): If the U.S. Government is
a party to a contract for procurement,
does the contract contain a provision
authorizing termination of such contract
for the convenience of the United States?

_ j. Consulting services
(FY 1991 Appropriations Act Sec. 524): 1If

assistance is for consulting service
through procurement contract pursuant to S
U.S5.C. 3109, are contract expenditures a
matter of public record and available for
public inspection (unless othervise
provided by law. or Executive order)?

k. Metric comversion
(omnibus Trade and Competitiveness Act of
1988, as interpreted by conference report,
amending Metric Conversion Act of 1975
Sec. 2, and as implemented through A.I.D.
policy): Does the assistance program use
the metric systea of measurement in its
procurenents, grants, and other
business~-related activities, except to the
extent that such use is impractical or is
likely to cause significant inefficiencies
or loss of markets to United States firms?
Are bulk purchases usually to be made in
metric, and are components, subassemblies,
and semi-fabricated materials to be
specified in metric units vhen
economically available and technically
adequate? Will A.I1.D. specifications use
metric units of measure from the earliest
programmatic stages, and from the earliest
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documentation of the assistance processes
(for example, project papers) involving
quantifiable measurezents (length, area,
volume, capacity, mass and veight),
through the implementation stage?

1. Competitive Selection
procedures (FAA Sec. 60l(e)): Will the
assistance utilize competitive selection
" procedures for the avarding of contracts,
except where applicable procurement rules
allow otherwise?

23. Construction

a. Capital project (FAA Sec.
601(d)): 1If capital (e.q9., construction)
project, will U.S. engineering and
professional services be used?

b. Construction contract (FAA
Sec. 611(c)): If contracts for
construction are to be financed, will they
be let on a competitive basis to maximum

extent practicable?

c. large projects,
Congressional approval (FAA Sec. 620(k)):
If for construction of productive
enterprise, will aggregate value of
assistance to be furnished by the U.S. not
exceed $100 million (except for productive
enterprises in Egypt that vere described
in the Congressional Presentation), or
does assistance have the express approval
of Congress?

24. U.S8. Audit Rights (FAA Sec.
301(d)): If fund is established solely by
U.S. contributions and administered by an
international organization, does
Comptrollier General have audit rights?

25. Communist Assistance (FAA Scc.
620(h). Do arrangements exist to insure
that United States foreign aid is not used
in a manner which, contrary to the best
interests of the United States, promotes
or assists the foreign aid projects or
activities of the Communist-bloc
countries?
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26. Marcotics

a. Cash reimbursements (FAA
Sec. 483): Will arrangements preclude use
of financing to make reimbursements, in
the form of cash payaents, to persons
vhose illicit drug crops are eradicated?

b. Assistance to narcotics
traffickers (FAA Sec. 487): Will
arrangements take "all reascnable steps”
to preclude use of financing to or through
individuals or entities which we know or
have reason to believe have either: (1)
been convicted of a violation of any law
or regulation of the United States or a
foreign country relating to narcotics (or
other controlled substances); or (2) been
an illicit tratficker in, or otherwise
involved in the illicit trafficking of,
any such controlled substance?

27. Expropriation and Land Refora
(FAA Sec. 620(g)): Will assistance
preclude use of financing to compensate
owners for expropriated or naticnalized
property, except to compensate foreign
nationals in accordance with a land refora
progran certified by the President?

28. Police and Prisons (FAA Sec.
660): Will assistance preclude use of
financing to provide training, advice, or
any financial support for police, prisons,
or other law enforcement forces, except
for narcotics programs?

29. CIA Activities (FAA Sec. 662):
Will assistance preclude use of financing
for CIA activities?

30. Motor Vehicles (FAA Sec.
636(i)): Will assistance preclude uss of
financing for purchase, sale, long-teram
lease, exchange or guaranty of the sale of
motor vehicles manufactured outside U.S.,
unless a vaiver is obtained?

N/A

N/A

Yes

Yes

Yes
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31. MNilitary Personnel (FY 1991
Appropriations Act Sec. 503): Will
assistance preclude use of financing to
pay pensions, annuities, retirement pay,
or adjusted service compensation for prior
or current military personnel? '

32. Payment of U.N. Assessments (Fry
1991 Appropriations Act Sec. 508):. Will
assistance preclude use of financing to
pay U.N. assessments, arrearages or dues?

33. Multilateral Organiszation
Lending (FY 1991 Appropriations Act Sec.
506): Will assistance preclude use of
financing to carry out provisions of FAA
section 209(d) (transfer of FAA funds to
multilateral organizations for lending)?

34. Export of Muclear Resocurces (FY
1981 Appropriations Act Sec. 510): Will
assistance preclude use of financing to
finance the export of nuclear equipment,
fuel, or technology?

35. Repression of Population (FY
1991 Appropriations Act Sec. 511): Will
assistance preclude use of financing for
the purpose of aiding the efforts of the
governzent of such country to repress the
legitimate rights of the population of
such country contrary to the Universal
Declaration of Human Rights?

36. Publicity or Propoganda (Fy 1991
Appropriations Act Sec. 516): Will
assistance be used for publicity or
propaganda purposes designed to support or
defeat legislation pending before
Congress, to influence in any wvay the
outcone of a political election in the
United States, or for any publicity or
propaganda purposes not authorized by
Congress?
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37. Marine Insurance (FY 19951
Appropriations Act Sec. 563): Will any
A.I.D. contract and solicitation, and
subcontract entered into under such
contract, include a clause requiring that
U.S. marine insurance companies have a
fair opportunity to bid for marine
insurance when such insurance is necessary
or appropriate?

38. Exchange for Prolibited Act (Fry
1991 Appropriations Act Sec. 569): Will
any assistance be provided to any foreign
government (including any instrumentality
or agency thereof), foreign person, or
United States person in exchange for that
foreign governzent or perscon undertaking
any action which is, if carried out by the
United States Government, a United States
official or employee, expressly prohibited
by a provision of United States law?

CRITERIA APPLICABLE TO DEVELOPMENT
ASSISTANCE ONLY

1. Agricultural Bxports (Bumpers
Amendment) (FY 1991 Appropriations Act
Sec. 521(b), as interpreted by conference
report for original snactaent): 1If
assistance is for agricultural development
activities (specifically, any testing or
breeding feasibility study, variety
improverment or introduction, consultancy,
publication, conference, or training), are
such activities: (1) specifically and
principally designed to increase
agricultural exports by the host country
to a country other than the United States,
vhere the export would lead to direct
competition in that third country with
exports of a similar commodity grown or
produced in the United States, and can the
activities reasonably be expected to cause
substantial injury to U.S. exporters of a
sizilar agricultural commodity; or (2) in
support of research that is intended
primarily to benefit U.S. producers?

N/A

No

N/A. This is an ESF program.

(pp. 15-25 of Assistance
Checklist is omitted)

\L;;



CRITERIA APPLICABLE TO ECONOMIC SUPPORT
FUNDS ONLY ,

1. Boonomic and Political stadility
(FPAA Sec. 531(a)): Will thig asaistance
promote economic and political stability?
To the maximum cxtent feasible, is this
assistance consistent vith the policy
directions, purposes, and programs of Part
I of the FAA?

2. ""li‘iutary Purposes (FAA Sec.
S31(e)): Will this assistance be used for
military or paramilitary purposes?

3. Comsodity Grants/Separats
Accounts (FPAA Sec. 609): 1If commodities
are to be granted so that sale procesds

will accrue to the recipient country, have

Special Account (counterpart) arrangements
been made? (For PY 1991, this provision
is superseded by the Jeparats account-.
requiresents of FY 1991 Appropriatioas )ct
Sec. 575(a), see Sec. 375(2)(5).)

4. Generation and Use of x-oen/
Curzencies (FAA Sec. 531(d)): Will ESr
funds made available for commodity import

‘prograns or other program assistancs be

used to generate local currencies? 1If so,
vill at least 50 percent of such local
currencies be available to support
activities consistent with the objectives
of FAA sections 103 through 106? (For IFY
1991, this provicicn is superseded by the
separate aceount requirements of ry 1991
Appropriations Act Sec. 575(a), see Sec.
$75(a) (S)e}

S. Cash Transfer Requirements (FY
1991 Appropriations Act, Title II, under
heading "Economic Support Fund,® and Sec.
575(b)). If assistance is in the form of
a cash transfer:

a. BSeparats account: Are all
such cash paymsents to be maintained by the
country in a ssparate account and not to
be commingled with any other funds?

Yes

/A

N/A, This is an FY 1091
"~ QOblication.

Yes. (This is a non-projéct.
tash transfer arant).
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b. Local currencies: WwWill all
local currencies that may be generated
vith funds provided as a cash transfer to
such a country also be deposited in a '
special account, and has A.1.D. entered
into an agresement with that government
satting forth the amount of the local
currencies to be generated, the terms and
conditions under which they are to be
used, and the responsibilities of A.I.D.
and that government to monitor and account
for deposits and disbursements?

c. U.8. Government use of local
currencies: Will all such local
currencies also be used in accordance with
FAA Section 609, which requires such loccal
currencies to be made available to the
U.S. government as the U.S. determines
necessary for the requirements of the VU.S.
Government, and wvhich requires the
remainder to be used for programs agreed
to by the U.S. Government to carry out the
purposes for which new funds authorized by
the FAA would themselves be available?

d. Congressional motice:t Has
Congress received prior notification
providing in detail how the funds will be
used, including the U.S. interests that
vill be served by the assistance, and, as
appropriate, the economic policy reforas
that vill be promoted by the cash transfer
assistance?

DRAFTER:GC/LP: Ellonnold:5/17/91:2169J
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1. Policy agenda to be addressed, anilyz.d and acted
upon, to cover policies related to:

a. Public and private sector roles, in national
agricultural production, processing, marketing:;

b. Domestic and foreign investnent:
c. Infrastructure development and maintenance:;

d. Market ordering for agricultural produce supplies
destined to fresh export and processed markets;

e. Participation of private sector in promoting
improved agricultural technology transfer;

f. Agricultural credit:

g. Provision of production-related on-farm and
post-harvest inputs and services and related
producer incentives:

h. Land use, development, conservation, taxation:;

i. Land tenure and titling;

j. Mechanization and labor-production;

k. Livestock breeding stock supply.

l. Domestic and international transportation;

plicy agenda should specify required analyses and

studies, a review and approval process, and an

ion schedule required to put selected policy options
permit them to achieve the anticipated impact.

2. Framework for Development:

1 addressing the full range of slements
comprising the agricultural processing and marketing
subsystens from the farm gate to the shipping dock, as well as
the vertical integration of harvest, post-harvest, and on-farm
services to producers that are amenable to economies of scale
efficiencies and timeliness, including possible services such
as: -

A
i

k97
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a. :_[nput supply;
b. Farm to market trﬁnsportation:
C. Farm managenment:;

d. On-farm harvesting and post-harvest operations
such as tree crop and root crop harvesting,
coconut husking, wet cocoa baan cxtraction trom
pods, heading, etc.; _

e. On-farm cultured practices, such as pest
management, pruning, etc.;

£. Risk assumption, including disaster insurance;

3.
i , intended to improve productivity
(through improved efficiency in factor use) as well as
increased output through widespread adoption of improved
technology, husbandry, and farm managemsnt practices.

The program should cover a full range of elements
considered important to production and productivity
enhancement, including, but not limited to:

a. Ministry of Agricultﬁre role in prometing and
complementing private sector technology transfer
and farm management services:

b. Sustainable supply of plant propagation materials
and livestock breeding stock;

c. Adoption of appropriate mechanization and labor
saving/productivity enhancing technologies/inputs:;

d. Generating and providing economic information
about technology and production enterprise
options;

e. Strategies for improving delivery of information
about and inputs related to technologies,
husbandry and management.
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1, Dominica is insular, small in size, has a small
internal market, few natural resources, no white sand beaches, and
depends on a very narrow and now uncertain economic and export base
in terms of both products and markets.

2. Despite the limitations described above, since the
mid-1980‘s, the economy has been growing at a steady pace except for
the effects of Hurricane Hugo in 1989, Performance of
macro-economic variables demonstrates sound monetary and fiscal
management. The population is mostly literate, much of the road
system is good, the mountain landscape and tropical scenery is
spectacular, and coral reefs are world-class.

3. Current and planned public and private sector,
including foreign, investment is positioning Dominica to be able to
exploit its tourism potential. The favorable macro-economic policy
environment and democratic traditions are conducive to investment
stability. The openess of the economy should encourage continued
export growth.

SONCLUSIONS

1. Natural resources and economic opportunities are
limited. Economic activities with clear comparative advantage are
less than obvious. Thus, public investment options must be
carefully prioritized, and private investment incentives prudently
targeted.

2. Diversification of the economic and export base is
urgent. Achieving diversification will require more than normal
good management ©of macro-economic variables, as well as of public

* In this report, "Agricultural Sector" refers to crops,
livestock, forestry and fisheries, unless the context dictates
othervise.

i/ Prepared by Fred L. Mann, University of Missouri College of

Agriculture, Office of International Programs. Field work and
report preparation took place in Dominica and USAID/Barbados
from April 1-28, 1991.
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and private sector investment policies. Realization of import
substitution opportunities also will require careful selection and
realistic management of import policies. This is especially
important in view of the imminent .ntablxshncnt of a Common External
Tariff (CET) by the CARICOM contries.

3. Governnent and private sector leadership is dynamic
and motivated, most essential infrastructure is in place, and
production and marketing opportunities exist for some important
commodities. Were the government to make appropriate and timely -
policy decisions that unleash private sector potential, both .
Dominican and from abroad, expanded long-term national prosperity
can be achievad.

B. The Agricultural Svstem
EINDINGS

1. The broad agricultural system includes the production,
processing, marketing and consumption/demand sub-systems of the
crops, livestock, forestry and fisheries sub-sectors (herein called
the "agricultural PPMC system"). It is the most important component
of the national economy in terms of contribution to Gross Domestic
Product (GDP), provision of employment, supply of foodstuffs
consumed internally, and generation of foreign exchange earnings.

2. The climate is wet and tropical, prone to tropical
storms and hurricanes. The topography is steeply mountainous, while
the volcanic soils are generally deep, permeable &nd naturally
fertile. Approximately two-thirds of the total land area is
forested and too steep for agriculture (one-third of this is
considered to be suitable for managed production forest).
Approximately 208 (40,000 acres) of the total land area is in farms,
of which an estimated 15,000 acres are idle, wasteland or
woodlands. Another 15,000 acres are intercropped, and some 10,000
acres are in pure crop stands.

3. Most farming, forestry and fishing operations are
small individual or family-owned proprietorships. They generally
are under-capitalized, with limited technical and managerial
knowhow. Productivity of most factors of production (i.e., land,
labor and capital) appears to be low. -

4. Intercropping is widespread, usually with two or more .
interspersed crops on the same land area.

5. Bananas currently are the most economically important
cash crop, raised by 85% of the farmers, followed by coconuts, -
grapefruit, root crops (mainly dasheen, tannia and yams), bay, other
citrus, and minor amounts of cocoa, exotic fruits, coffee, spices,
tubers, cut flowers, ornamentals and vegetables.




6. Livestock populations are low, dispersed and generally
of poor genetic quality. They are raised primarily as a "backyarg"
activity, using crop residues or "cut and carry" forage, for feed.
Livestock production currently is of limited economic importance,
but is important to domestic consumption. Likewise, neither fishing
nor forestry are of great economic importance, but furnish an
important part of domestic demand for these products. Combined,
these three sub-sectors constitute only 25% of agricultural GDP (4%
of total GDP).

7. Most marketing of domestically produced foodstuffs for
internal consumption is carried out directly by producers and small
itinerant traders (known as hucksters). Most of this marketing
takes place at public marketplaces in towns and villages.

8. Inter-island trade of fresh produce, as well as of
some semi-processed products and spices, generally is handled by
hucksters, while extra-regional export marketing of both fresh and
processed products is handled by commercial firms.

9. Dominica enjoys guaranteed access to the U.K. at a
premium price for all export grade bananas produced. The
government-owned Dominica Banana Marketing Corporation (DBMC)
exports nearly all bananas to the U.K. through a single
shipper/wholesaler, Geest Industries. 1In 1988, these exports
constituted 92% of agricultural exports (both processed and fresh)
and over 70% of total exports. These percentages dropped
temporarily in 1989 and 1990, as the result of banana plantation
damage from Hurricane Hugo, but full recuperation is expected in
1991.

10. Significant other exports include fresh grapefruit,
oranges and limes, root crops, pumpkin, avocado and cut flowers, as
well as coconut o0il, bayocil, pepper sauce, lime juice, grapefruit
juice concentrate and processed fruit and vegetable products.

11. There currently are five agricultural product
processing plants and two commercial sawmills in Dominica. Because
of operating problems, the largest (government-owned) sawmill has
ceased operations. Two processing plants are severely decapitalized
(cne with majority government ownership) and reqularly operate below
breakeven capacity.

12. Three-fourths of agricultural output is exported. The
remainder satisfies one-third of total domestic foodstuffs
consumption.

CONCLUS JONS

1. The long-standing U.K. guaranteed market and
preferential prices for Windward Island bananas has induced farmers
to shift scarce factors of production (land, labor and capital) from
other production options to bananas. The result is a continuous -
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cycle of reduced output of other crops, loss of existing and
potential diversified product markets, and low capacity utilization
by processors of non-banana crops. This, in turn, further
exacerbates excessive dependence on bananas for foreign exchange and
farm incones.

2. The agricultural productlon sub-systen is economically .
inefficient and factor productivity is low. Thus, unit costs of
production are high. The inherent difficulties of agricultural and
forestry production on steep slopes limits the potential to adopt
technologxcs such as nochan;zat;on, that can achieve economies of -
scale to increase economic efficiency and factor productivity.

3. The marketing and processing sub-systems (except
possibly for DBMC operations) are economically inefficient. Labor
and capital productzvxty is low. The marketing sub-system (except
for bananas) is fractionated, disorganized and inadequately links
the farm to final markets. Thus, unit transaction costs and farm to
market product losses are high. Most processing firms are operating
below breakeven capacity; some already are seversly decapitalized,
and all have high unit operating costs of production.

4. With a few notable exceptions, limited technical and
management capabilities are apparent at all levels of the PPMC
system. This inhibits the capacity of the system to adopt measures
that reduce unit costs, increase operating efficiency and factor
productivity, and expand and diversify the product and market base.

5. Considerable potential exists in the agricultural PPMC
system to improve agricultural resource productivity and incomas and
to increase agriculture’s contribution to the national economy. For
the farmer to respond, he must have a stable market and responsive
prices. The marketing sub-system can provide such conditions if
private sector PPMC system actors unite to become vertically
integrated, and if government supports this process. Without this
step, efforts to improve agricultural production efficiency and
increase ocutput are likely to meet with limited success.

C. Qpportunitie. and Issues

1. A number of opportunities exist to improve operating
efficiency and to increase factor productivity in production, -
processing and marketing of both traditional (e.g., bananas,
coconut, qrapotzuit, bay oil) and pon-traditional (e.g., cocoa, .
avocado, ginger and other spices, cut flowers and ornamentals, root

crops and vegetables) export Crops.

2. A number of opportunities also exist for improved -
efficiency in production of import substitution/food/security
products, especially meats (beef, mutton, pork and chicken) and fish.
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3. Several important pelicy and program issues should be
placed on the agenda for timely debate and resclution if Dominica is
to effectively respond to agricultural diversification
opportunities. Urgent attention should be given to selection of
policy instruments and adoption of actiun prograns designed to:

a. Neutralize the subsidy-induced comparative
advantage of the banana industry relative to promising
diversification alternatives, in order to shift labor
and capital resources and growver attention from
bananas to rehabilitation and exploitation of
substantial acreages of long-life tree crops already
established, and to promising non-traditionals that,
with appropriate technology and market structuring,
can be expanded profitably.

b. Convert the internal marketing structure for
diversified crops entering processing and fresh export
channels to one of supply managed market ordering,
through incentives and assistance tc stimulate private
sector vertical integration of marketing activities
from the farm gate to the processor or shipping dock.

c. Increase emphasis on efficiency objectives in the
provision of banana marketing and production support
sarvices to potentially more efficient banana farmers,
in lieu of the current policy of emphasis on servicing
all banana farmers independently of their potential to
achieve improved productivity. Lass productive banana
farmers should be assisted to diversify into other
crops.

d. Increase public and private sector investment in
more aggressive testing and demonstration of the
sconopic benefits to be realized from adoption of
appropriate small producer mechanization and from use
of improved breeding stock. Increase public and
private sector investment in specialized training for
specialists in the production and marketing of
prioritized diversified crops.

e. Increase public and private sector investment in
managenent training and management support for
producers, processors and marketing firms. Seek
policies to more adequately reward and retain
managers. Re-examine public and private sector
retirement policies, especially as they apply to
specialized technical and managerial personnel.
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Complete data and maps, and develop knowhow
required 1) to apply land use policies at thas
individual property level, and 2) to assure future
conservation and use of land and other resources in a
manner consistent with multiple objectives.

h. Strengthen access to, and timely dissemination .
of, a vider range of production and market technology
"information; also, increase private ssctor initiatives .
in promoting technology transfer.
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Dominica is a small island nation, 790Km2 (195,000 acres)
in size, located in the island chain of the Eastern Caribbean known
as the Windward Islands.

B.  Population, Infragstiycture and Resources

. 1. Current population is estimated at 85,000, about half
of which is classified as urban, with a labor force of approximately
40,000. Ninety five percent of the population is literate. Most
homes are served by both piped vatar and electricity, while most
towns and villages have telephone service.

2. Main highways and about one-~half of the feeder roads
(over 600 miles) are paved. Towns and villages are located
pramarily on the cocast. Most have all-weather feeder road access.

3. Roseau, the capital (area population of 15,000), and
Portsmouth, on the northwest coast (area-population of 5,000), are
the principal population centers. A deepwater harbour at Roseau can
berth two large vessel.s simultaneously. It has over 5,000 M2 of
roofed storage space, plus a container yard. At Portsmouth, a jetty
accommodates smaller vessels that serve the regional market. A new
cruise ship facility near Portsmouth is scheduled toc open in
September.

Dominica has no international airport. A spall
regional airport serves Roseau and a somewhat larger one (with DC-9
capacity) is located at Melville Hall on the Northeast coast. The
latter has 460 M3 of dry and cold storage. Extra-regional
passengers and air freight must make connections via other islands.

4. The natural resource base is limited. Dominica is of
recent volcanic origin, has no known minerals, nor does it have
white sand beaches as do many of the Caribbean islands. Although
there are extensive tropical forests, the steeply mountainous
topography, with elevation changes from sea level to over 3,000 feet
in a distance of less than 5 miles, limits commercial use. -
Likewise, agricultural options are limited. Nevertheless, Dominica
does have abundant fresh water and hydraulic energy sourcaes, '
extensive marine fisheries resources, impressive coral reefs, and
spectacular mountainous topography covered with tropical vegetation
in natural surroundings.




cC. structure and Performance of the Economy

1. Doninica has an open economy. Its small internal
market makes it highly dependent on exports for economic growth,
With no mineral resources and little conventional beach tourism,
Dominica’s economic growth has relied primarily on its educated and
healthy labor force (through enclave industries), and on its
agricultural production capacity.

2. Recant infrastructure development will assist in
exploiting specialized tourism potential directed toward
nature~lovers and divers. Hovever, considerable private sector
investment still is needed in hotel space and other tourist
accommodations. Although there are good prospects for attracting
large investors for this purpose, in the meantime, growth of the
economy, foreign exchange earnings and domestic consumption must
depend primarily on additional enclave industry development, on
increased agricultural output for fresh and processed export, and on
agricultural production that substitutes for imports.

3. Since the mid-1980’s, the economy has been growing
steadily, except for a temporary setba¢k in 1989 caused by Hurricane
Huge. The positive performance of macro-economic variables
demonstrates sound monetary and fiscal management.

Table 1 in Appendix A provides data on the performance
of selected macro-econoric indicators from 1985 to 1990. During
this period, except for 1989, average annual GDP increases have been
around 7%, unemployment declined from 20% to 10%, and public sector
savings averraged 5-8% annually. Additionally, the inflation rate
has been poderate, the exchange rate has been stable and public
sector investment in infrastructure has been substantial (20% of GDP
in 1990).

Agriculture, government services émd wholesale/retail
trade are the three most important sub-sectors >f the economy,
contributing 30%, 19% and 13% of GDP, respectively.

4. Since agriculture generates 30% of GDP, provides
nearly one-half of employment, supplies one-third of internal
foodstuffs consunmed, and earns 75% of foreign exchange, its
continuing strength and growth is essential to the health of the
economy.

D. National Economic Outlook

1. Future economic stability is vulnerable because of the
narrow export base. 1In 1988 (used instead of 1989 or 1990 because
of the abnormal effects of Hurricane Hugo), bananas and plantain
accounted for 70% of total exports, vhile oil based soaps accounted
for another 17%. Both of these exports face an uncertain future in
existing export markets at present costs of production. L
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Banana exports are especially vulnerakle since they
depend almost entirely on a privileged and subsidized market in the
U.X. This market may change when the EEC common market tariff
regime is fully implemented in 1992.

Balance of payments also increasingly depends on net
private transfers (from 6.6% in 1985 to 13.3% in 1990.

2. Realization of opportunities for diversification of
exports will require prudent management of the banana industry
(discussed later). Likewise, realization of import substitution
opportunities will require careful management of import duties on
inputs and on competing imports.

3. The Dominica macro-economic policy environment is
‘favorable for growth and development within the agricultural
sector. However, in view of the primary importance of agriculture
in terms of GDP, foreign exchange and employment, as well as the
heavy dependence on a single crop and the vulnerability of existing
markets for both of the principal foreign exchange earners (bananas
and soaps), high priority should be accorded to seeking ways to
direct private sector attention and investment toward diversified
agricultural production, processing and marketing. This requires
urgent attention to a number of policy and program issues discussed
later in this report.




The agricultural PPMC system in any country comprises complex
economic, technological and social interactions of sub-systenms.
Inadequate institutional structures and weak management of these
complex interactions often become critical constraints to
realization of the development potential of the system. The
agricultural PPMC system in Dominica is especially complex, and its
development is made even more d..fficult because of topographical
constraints.

A. Climate and Topogqraphy

The climate is appropriate for tropical agriculture, with
very high rainfall in most areas (100-200 inches annually) and
rather distinct wet and dry seasons. 'ropoqraphy is steeply
mountainous with 90% of agriculture being practised on slopes of
15-45 degrees.

Soils are of recent volcanic origin, deep, naturally
fertile and highly permvzable, thus permitting rapid infiltration and
percolation of rainfall. This somevhat ameliorates problewms of
sheet and gully erosion from surface runoff.

‘B.  Reole in the National Economy

For many years, the agricultural PPMC system has been the
principal contributor to the economy both in terms of exports and
contribution to GDP (See Tables 7 and 8 in Appendix A). It also
enmploys approximately half the labor force and produces one-third of
the foodstuffs consumed internally.

In 1988, fresh and processed agricultural products
contributed nearly 77% of total export earnings. This dropped to
66% in 1989 due to damage to banana and other tree crops caused by
Hurricane Hugo. Agricultural export earnings are overvhelmingly
dependent on banana exports. Over 90% of agricutural exports are
bananas, destined to the U.K. Thkis is more than 70% of total
sxports.

C. Land Distribution and Use

Although a number of estizates exist concerning land
distribution and use, they are incomplete and often inconsistent,
both intermnally and with each other. A census planned for 1992 will
provide new information. In the meantime, estimates of land
distribution and use have been made considering various sources of
data and the cpinions of a number of knowledgeable persons in
Dominica. The magnitudes of error that may exist in these estimates
do not invalidate this assessment nor the conclusions drawn.
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1. Land Distribution

Takles 5 and 6 in Appendix A provide rough estimates
of land in farms, number of farmers, tenure and size distribution
(footnotes explain how they were made). Based on these estinpates,
10,000 farmers hold 40,000 acres of land in farms, of which 25,0C0
acres (62.5%) is cropped, and 15,000 acres is not farmed, (i.e., it
is in forest vegetation, is idle or is wasteland).

Thirty-four percent of the farmers own their own
land, 31% farm family-owned land, 24% rent their land and 11% are
squatters or hold possession under some other type of arrangement.
Seventy-nine percent of all farmers are estimated to be family-sized
or subsistence farmers, each with less than 5 acres of land
(constituting 35% of total land in farms) with an average farm size
of 1.8 acres. Twenty-four percent have medium sized farms of 5-20
acres (constituting 40% of total land) with an average farm size of
8 acres. Only about 100 farmers (1.0%) have farms larger than 20
acres. Ninetv percent of these farms are 20 to 100 acres in size
(with 12% of utal land) with an average size of 53 acres, while
only 10 farms (called estates) are between 100 and 1,000 acres in
size (with 13% of total land) with an average size of 520 acres.

In conclusion, most farmers in Dominica have very
small farms. As many as half the farmers probably have 2 acre or
less in crops. Thus, the small farmer must efficiently produce
high-value labor intensive crops in order to productively utilize
his available family labor and provide himself and his family with
sufficient income and non-income benefits to compete with off-farm
alternatives.

2. Cropland Use

Table 2, Appendix A, provides estimates of crop
acreages from two sources, one for 1988 and another for 1990. The
1990 data show that coconutus are the largest crop with 19,000 to
20,000 acres, followed by bananas with 13,000 acres, dasheen with
3,134 acres, grapefruit with 2,875 zcres and bay with 2,000 acres.
Five other crops have estimated acreages of 500 to 1,150 acres, and
eight others are produced on acreages of 100 to 500 acres.

Most sources estimate agricultural land and land in
farns at approximately 40,000 acres. These sources also indicate
that land in crops also is 40,000 acres. However, a review of
available information strongly suggests that in light of widespread
interzropping and the presence of considerable unfarmed areas in
farms (idle, woodlands or wastelands), the total land surface in
crops likely is considerably less than 40,000 acres.
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Based on the data from Table 2 in Appendix A, the
estimates of total gross acreage in all crops ranges from a lov of
about 42,000 to & high of 53,000 acres. Using a median of 48,000
gross acres in crops, and considering expert opinions concerning
intensity of intcrcroppinq by area and number of crops in a given
intercropped space, it is estimated that the distribution of land in
farms, by type of cropping, is as follows (See Table 3, Appendix A

for greater detail):

Type of Cropping Acres
- Intercropped 14,250

= Pure stands (not multicropped) 10,400
- Pure stands multicropped (i.s., _
same land cropped two or more times
in same year .
- Total net acreage farmed 25,000
- land in farms but not farmed
(i.e., woodland, idle or wasteland)
- Total land in farms 40,000

Based on opinions of knowledgeable persons, and on
personal observation, the intensity of intercropping shown above and
in Table 3 may be underestimated. Few tree crops ara pure stands.
Most are intercropped in two or more tree species. In addition,
significant areas planted to tree crops also are underplanted to a
root crop (generally dasheen or tannia). Thus, at the very least,
if estimtes for land in farms (40,000 acres) and median gross area
of land in crops (48,000 acres) are reasonably accurate, the total
net cropped area probably is closer to 25,000 acres than to 40,000
acres.

Given the frequency of intercropping, the reported low
yields for many crops may be more apparent than real. For example,
if a satisfactory yield for pure stand bananas under good husbandry
practises is 14 tons per acre, for pure stand grapefruit, 12 tons
per acre, and for pure stand dasheen, 10 tons per acre, an
equivalent intercropped yield of 7 tons for bananas, 6 tons for
grapefruit and 5 tons for dasheen is equally productive.
Furthermore, intercropping permits the small farmer to diversify his
production and market risks, and perhaps allows him to better
distribute family labor use throughout the year.

When one adds to the intercropping scenario described
above, border and hedgerow or windbreak plantings of several other
crops such as exotic fruits, avocado, coffee, cinnamon, etc.,
combined with some pennad or staked livestock fed on crop residues
(and perhaps some pure stand crops, as well), it becomes apparent
that the Domincan small farmer is in fact running a complex,
diversified and fairly intensive farming operation. His operation
undoubtedly is quite rational within the context of his climatic and
marketing risk structure, his lack of capital and his lack of
business management and technological skills. -
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Because of steep topography, there currently is
little mechanization of agriculture. Most work is carried out using
the hands, a hoe and/or a machete for land preparation, planting,
fertilizer application, weeding and harvesting. Inputs are
hand-carried (or head-carried) from the road-side to the field, and
harvest is hand-carried from the field to the roadside. Many farms
still are located up to one-~half mile off-road A few miles of
access roads would greatly increase the productivity of these farms.

There do exist possibilities for introducing
relatively low-cost appropriate mechanization technology for some
. farming activities. Apprcpriate mechanization can greatly increase
labor productivity and reduce job tadium. To illustrate, the
backpack sprayer was introduced to Dominicar. farmers a few years ago
for chemical control of insects and weeds. Most farms now use one.
This simple piece of equipment has increased labor productivity in
chemical pest control activities by a factor of ten.

The Ministry of Agriculture (MOA) rents a few
mechanical tillers. However, they are old and poorly adapted to the
steep slope conditions of most areas. A few larger estates have
purchased better adapted tillers. Portable weed/brush cutters,
hand-held harvesters and pruners also may have application.

3. Livestock

Livestiock is primarily "backyard" production for
family and village consumption. Total livestock populations are
small. They include cattle (3,000), sheep (6,000) goats (9,500),
pigs (6,000), chickens for eggs and rabbits. There are a few
commercial~sized producers of pigs and eggs. Little pasture grazing
is done, with most ruminant feeds coming from crop residues and
border grazing.

Except for laying hens and some pigs, genetic quality
is low. Balanced feeding rations are not usad. The lack of
domestically produced grains complicates nutritionally balanced
feeding. Some progress has been made in using locally available
coconut meal for up to 80% of feed supplement requirements for
pigs. Also, there is some experience in making  silage from
processed citrus and other fruit skins and pulp. However, in the
absence of further testing of these feeding options, farmer adoption
is slow. A feed mill on St. Vincent provides most balanced feeds
for layers and more intensive pig production.

4. Eorestrv

Forestry resources arz mainly rain forest in steep
mountainous areas, and some windbreait and border plantings in
agricultural areas. Some 130,000 acres (approximately 2/3 of the .
total land surface) is covered with forest vegetation. An estimated
65-75% of this should be maintained as protection/nature forest,
half of which currently is in national parks, reserves and wvater
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catchments. Another 40,000 acres is amenable to managed timber
production, but harvesting is high cost and difficult because of

topography.

Timber harvesting is characterized by several dozen
small-scale "alaskan" and "chainsaw" mills. There are two
commercial saw mills (one of which is now closed). Access roads for
logging are difficult to build and maintain. Managed harvesting is ;
difficult to control since small operators seek out only premium .
trees, leaving behind lower grade species.

Current production of lumber is low, estimated at
less than one million board feet annually. This is less than 10% of
the estimated annual sustainable yield of exploitable forest
resources. It appears that less than 1% of households rely on
fuelwood or charcoal for domestic purposes. Thus, this is not
likely to pose a threat to forests, except in lsclated cases.

Currently, Dominica imports over EC$6.0 million
annually of lumber. Because of lack of local lumber, a modern
factory producing prefabricated houses mainly for export, imports
all of its lumber from Brazil.

5. Eishing

The marine fisheries industry is characterised by
small under-capitalized artisan figshermen using small boats. Theare
tends to be over-exploitation of the gensrally narrow coastal shelf
(about 1/4 mile wide), under-explcitation of the deep slope (l1/4 to
1/2 mile}, and only very limited deep ocean fishing of migratory
stock. For the latter, there is virtually no practise of remaining
at sea overnight, which results in high unit costs for
transportation. Sea-beds are rugged, making fishing more
difficult. Many of the 40-odd landing sites have poor, high-risk
sea-side entry, with little or no storage or cleaning facilities.

With Canadian assistance, the government has embarked
on a program of improving and consolidating fish landing sites.
Eleven sites now are programmed for upjrading. The goal is to
increase annual catch and consumption from the current 500 tons to
2,500 tons by 1993.

There is no commercial exploitation of fresh water
lakes and streams. An experimental prawn production project has
attracted the interest of some farmers, and shows promise for ,
possible commercial levels of production.




D. Sources and Destinatjons of outpyt
1. Crops

Most farmers are quite diversified in their

production of crops. However, the smuiler farmers tend to produce a |

larger share of the more labor intensive crops (also used for
on-farm consunmption) such as root crops, tubers and vegetables.
Larger farmers produce a greater share of the more extensively
cultivated crops adapted to plantation-type agriculture, such as
coconuts and banana. Rough estimates of source of production, by
volume and by size of farm, and share of total production consumed
on the farm, is as follovs:

Estimated share of Estimated share of
production by size production consumed
Crop groups Of farm ——on the farm

Less than More than
-5 _acres _ 5 acres

(percent) (percent)
A. Traditional permanent
crops (coconuts,
banana, grapefruit) 20 80 5
B. Roots and tubers 80 20 . 50
C. Vegetables 60 40 30

Thus, approximately 50% of root crops and 30% of
vegetables are produced for family consumption on small farms,
whereas larger farms produce most of the plantation~type crops of
which relatively little is consumed on-farm. The DBMC reports that
under 2,000 (or 24%) of the 8,600 registered banana growers produce
over 80% of their supply.

Trends in distribution of market shares among fresh
and processed agricultural products by value is shown in Appendix A
Table 9 (by percent), and Table 10 (by value). Although 23
different products are exported, in recent years, bananas have
accounted for a growing share of the total, increasing from 75% of
agricultural exports in 1975 to 92% in 1988. 1In 1988, no other
single agricultural export provided as much as 1% of the total
exported.

Table 11 in Appendix A shows the total fresh exports
by destination for the twelve significant exported crops. Again,
although there is a diversity of market destinations for a broad
range of crops, banana exports to the U.K. (plus a significant
export to Italy of EC$13.2 million - exports began to Italy in 1986)
totally dominate the market with ECS103.7 million of total exports
of ECS$109.1, or 95% of total fresh product exports. The French West
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Indies and the other Caribbean islands constitute approximately 80%
of the total non-banana market, while the U.X. and the U.S. Virgin
Island divide the remaining 20%. Note also that minor amounts of
root crops and flowers/ornamentals were exported to North America.

The diversity of the non-banana export products and
destinations suggests that if aggressive and organized marketing
were to be carried out for these products, and if farmers vere to
shift resource use from banana to diversified crop production,
significant market penetration and expansion could be expected.

2. Livestock

Livestock is produced both for home consumption and
the local market. Approximately two-thirds of livestock production,
except for layers for marketed eggs and commercially marketed pigs,
is produced by small farmers. A few commercial laying flocks
produce the majority of eggs marketed in the larger population
centers, and a half-dozen commercial pork producers supply these
same population centers. Most producers slaughter sheep and goats
on the farm, retaining a portion of the meat for home use and
selling the remainder to neighbors or at the local village
marketplace. There is one small commercial slaughter facility in
Roseau, and one processing plant producing procecsed hams and
sausage. DBecause of insufficient local supply, this latter plant
must ipport fresh hams to process.

Leocal production supplies approximately one-third of
domestic meat consumption. It supplies over 95% of total pork,
mutton (sheep and goat) and eggs consumption, and over 50% of beef
consumption. However, less than 10% of dairy products, poultry meat
and processed pork demand is supplied locally. Domestic pork
production and consumption have been growing rapidly in recent years.

Table 12 provides quantity and value information on
consumption, local production and imports of animal products for
1988. Total domestic consumption of animal products is about 6,000
tons, of which 36% is poultry and 31% is dairy products. The annual
import bill for animal products in 1988 was nearly EC$16 million.

3. Korastry

Timber is used as lumber and poles for local
construction, for fuel and for making charcocal. No wood products
are exported. On the contrary, about one-third of total lumber
consumed is imported. Of total estimated use of lumber in 1988 of
10,375M3, 6,9500M3 was supplied by local production. 1,900M3
of this was supplied by two commercial sawmills, one since closed,
and 5,000M3 was supplied by an undetermined number (perhaps as
many as 500) of small "pitsawyers™. Some 75%¥ of this lumber was
used in the locality, without entering commercial channels. The
remaining 25% entered commercial market channels for building
construction and furniture. An additional 3,000M3 was imported,. -

(\~




-17-

mainly from Brazil, to supply local wood using industries. Although
no accurate information exists for fuelwood use and charcoal
production, Austrie (see Bibliography) estimates 1989 use as follows:

- charcoal -~ 29,000M3
- fuelwood ~ 13,700M3

An estimated 40% of wood requirements comes from state lands and s0%
from privately-owned forests and farms. Estimated sustainable
yields of lumber from areas suitable for managed forest harvesting
is 43,000M3.

4. FEisheries

. Local production of fish does not satisfy internal
consumption. About ECS3 million was imported in 1988, which is
one-half of total estimated consumption. Since much of the fish
catch is consumed in the locality where landed and does not enter
market channels, accurate estimates of production and consumption
are difficult.

E.
Qverview

The processing and marketing subsystems for crops,
livestock, timber and fish consistently suffer from high unit costs
of production and/or high transaction costs. The small scale of
production units increasaes collection, assembly and transport costs
from the supply source to the processing plant or intermediate
market point.

In the case of many non-banana crops, competition
betveen fresh produce traders and processors for the reduced
supplies that are available often leaves processors without
sufficient raw materials to operate at breakeven capacity, resulting
in operating losses and consequent decapitalization. Most fresh
produce traders and many processing firms appear to have initiated
operations with insufficient capital and inadequate business and
technical management expertise. The result has been low
productivity of labor and capital, and negative cash flowvs.

2. FEresh and Cottage-Processed Prodyce Marketing
Sub-systen

Most marketing of nati»nal production of crops,
livestock and fish for internal consumptic:. is handled by
approximately 500 small individual merchants (called Hucksters).
Although there are some larger private focd stores in Roseau and
Portsmouth, public marketplaces are the primary channels through
which Hucksters market fresh fruits and produce, as well as a
significant share of domestically produced meats, eggs, fish and
some processed foods. .
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Both Hucksters and farmers sell produce at public
marketplaces. Although public marketplaces in Roseau and Portsmouth
operate six days a week, the market day in other towns and villages
is saturday. Hucksters may purchase their supplies at the farm or
they often make early purchases of the bettar produce brought to the
marketplace by farmers for later resale to the public. -

Hucksters also ara the primary channel for regiocnal
trade, especially to neighbouring islands, including the French
Antilles and the Virgin Islands. They purchase in small lots,
personally accompany their produce, and sell to established -
counterparts on other islands. Hucksters handle about 6% of all
agricultural exports.

. Small volume trading requires only small amounts of
start-up capital. Hucksters generally enter into business with
little capital, and most decapitalize even more over time. They
also possess few business management skills. Volumes handled by
each Huckster are low, being limited to the amount of capital
available for purchase and what can be handled personally. The net
effect is low productivity, high unit transaction costs and an
inability to adopt more efficient marketing techno.ogies and
strategies that achieve economies of scale and greater market
penetration.

An explanation in economic terms of the
characteristics of Hucksters, why they are sconomically inefficient,
and what is required to improve efficiency in the market system, is
provided in Appendix B.

3. The Bapapa Industry

Bananas are marketed internally and within the region
by Hucksters. Extra-regional exports are the exclusive province of
the government-owned DBMC. The DBMC markets bananas through Gaest
industries to the U.K., with some recent sales to Italy. As stated
earlier, in 1988 banana exports accounted for 92% of agricultural
exports and 70% of total exports.

The DBMC was established in 1984 to promote the
wvell-baing of banana producers and ensure the financial viability of
the banana industry. Dominica and the other Windwvard Islands have .
enjoyed quaranteed access at premium prices to the U.K. banana
market since the end of WWII. This security of a subsidized market .
has motivated Dominican farmers to increase banana output steadily
for many years. Following the nearly total destruction and
replanting of banana plantations in 1979 and 1980 (caused by
Hurricane David), the growth in banana exports to the U.K. has been
rapid. From 1980 to 1988, the value of banana exports increased
nearly 13 times, from EC$8.0 million to EC$ 104 million (See Table
10 in Appendix A).
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This privileged market for bananas is a mixed
blessing. It has created an all-encompassing dependency on the U.K.
market and subsidy for the economic well-being of Dominica. Farmers
have shifted a major part of their land, labor and carital resources
from other crops to bananas. For example, in 1975, one-third of
agricultural crops exports were non-banana, whereas, by 1987, this
had dropped to 8%. The problem is further exacerbated because the
EEC (European Economic Community) comcon market countries are to
become fully integrated and institute common external tariff
policies in 1992. Although Dominica has received assurances from
the U.XK. and EEC authorities that its guaranteed market will not be
eliminated, it is much less certain that price premiums will
continue.

The price premium (or net subsidy effect) of the U.K.
arrangement has generally been estimated at 30%. However, data from
a 1989 IMF staff report suggests that the U.K. is paying a CIF price
at port-of-entry for green wholesale bananas that is double (i.e.
100% higher ¢than) the CIF qulf price paid by the U.S. for green
wholesale bananas from Latin America (See Table 13 in Appendix A).
Even allowing for greater shipping costs, the U.K. price subsidy
appears to be considerably in excess of 30% of the "dollar market"
wholesale price.

Dominican production and marketing cost structures,
and the economy as a whole, have accommodated to the subsidized
price for bananas. %hus, the costs of production and marketing are
such that it likely is impossible for Dominica bananas to compete at
existing world market prices. Any significant reduction in the
subsidy likely will eliminate profitability to all agents in the
system, unless these agents can quickly reduce unit costs without
affecting volume, quality or services. Thus, economic viability of
the DBMC and banana growers is especially vulnerable as 1992 moves
closer.

Currently, the DBMC appears to be well-capitalized,
has good management and is cognizant of the vulnerability of
Pominica bananas. The proposed response of the DBMC to the looming
dilemma of increased competition in the heretofore reserved U.K.
banana export market is to become more efficient in its own
operations, and to assist fampers to improve production efficiency to
decrease unit costs of production. To accomplish this, the DBMC
proposes to focus technical assistance and producer services on the
20% largest and most efficient of their producers, who produce 80%
of the bananas for export. This, they believe, would permit the
industry to achieve sufficient economies of scale efficiencies in
terms of farm level services, and in providing collection, grading,
assembly and transport functions, to be competitive. Also, this 20%
of farmers are better managers, better capitalized and can more
quickly adjust to lower export prices by increasing productivity and
decreasing unit costs of production.
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According to a recent cost of production study 4/,
the breakeven price for a banana farmer who acheives yields of 9
tons per acre in year three (current average yields are 4.5
tons/acre) is EC0.265/lb. The 1988 "Dollar market” CIF qulf
wholesale price to U.S. markets was EC$0.55/1b. Marketing margins
for bananas to the U.K. in the same year were: to DBMC ECS0.25/1b,
to Geest ECS0.61/1b, for a total of EC0.86/1b. Thus, dollar market
bananas apparently were selling for EC$0.31 less than the U.K.
marketing costs to Port-of-Entry.

If the above figures ara correct, for Dominican
bananas to become internationally competitive will require nuch
lower profit margins and significant increases in production and
marketing efficiency.

In 1988, distribution of the wholesale price among
participants in the Dominica banana industry was:

Price Allocation

Price paid (CIF U.K.) 1.08 100
to Geest (Shipper and U.K. wholesaler 0.47 43.5
to DBMC (Marketing Services Supplier) 0.25 23.2
Gross price to growers 0.36 33.3
Cost of DBMC production services

to growers (CESS to growers) (0.18) (16.6)
Net price to growers

(i.e.,Returns to land, family labor,

management and farmers equity) (9.18) (16.7)
. $1.08 100

For Dominica bananas to become internaticnally
competitive and maintain the same profitability, average unit costs
must drop by 50%. Of course, increasing banana yields to 14-15
tons/acre will help, but since variable costs also would increase by
about 60%, net returns per acre would increase by only 20%.

Reducing the number of growers for the same output also will reduce
the DBMC’s marketing and farmer services costs. Nevertheless, even
if these costs can ba reduced sufficiently to competa, overall

profit margins will be reduced and 80% of the farmers will be forced
to go out of banana production. To make up for this loss, both the

4/See, Draft "Cost of Production of Major Tree Crops in Dominica"
by Peter Oldham, BDD, January, 1991.
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growers and DBMC will need to ¢iversify into other crops to
supplement reduced banana profits, and 6,800 small ex-banana farmers
must find alternative profitable crops to survive.

Thus, small farmers who will not be able to compete
in a competitive banana market, larger farmers who may be able to
compete but at sharply reduced profit margins, and the DBMC who may
be able to reduce costs of banana marketing sufficiently to survive
in a competitive market but at sharply reduced profit margins, all
should have a common objective: to organize a2 diversified crop PPMC
system that provides a reliable, expanding and efficiently
functioning market which distributes system risks equitably among
system participants. A possible means of achiaving this common
objective is discussed further in the section on policy issues. 1In
addition, a review of options, and a preferred option, for
implementation of this means is detailed in Appendix E.

4.  The Processing Sub-systenm

A considerable amount of simple or "cottage"
processing is carried out at the household level primarily for
family consumption and for sale to neighbours and at the local
public marketplace.

Small-scale commercial processing in Dominica is
carriad out by five firms:

a. Dominica Coconut Processors, Ltd. (DCP) -
processes coconut ocil froe copra; manufactures
coconut o0il based laundry and bath socaps: and
more recently, cosmetics.

Dominica Agto-industiies, Ltd. (DAI) =~ processes
grapefruit and lime juice concentrates.

Corona Development, Ltd. (Corona) -~ processes
passionfruit and other exotic fruit pulps and
concentrates.

P.W. Bellot & Company (Bsllo) - processes a
range of consumel prr>ducts, using both fresh and
processed raw materials, e.g., pepper sauce from
hot peppers, juice and nmixes from concentrates
produced by DAI and Corona, bay rum using
bayoil, jams, jellies, etc.

Windward Processors, Ltd. (Windward) - Aloe vera
gel (90% from aloe leaves produced on its own
farm).




In addition, there is a small, wvell-run neat
processing plant, Eagle Farms, producing processed hams and sausages
(mainly from imported fresh pork shoulders). There also itz a small
slaughter house, Royal George, that buys and butchers cattle and
pigs, and sells fresh meat cuts to the supermarkets and through its
own outlet. There also are two small commercial sawnills, one -
state-owned which now is closed.

The processing plants all have a common problen.
They have difficulty getting raw materials at a price they can
afford to pay, sufficient to permit tham to operate above breakeven -
capacity. The reasons bshind the problem of short supplies are
multiple. Perhaps the most significant reason is that farmers are
too busy producing bananas. The subsidized banana price is very
attractive, bananas are harvested and marketed almost year round and
farmers receive payment every two weeks. They also receive
production services from DBMC (such as aerial spraying, input
supply, local assembly facilities, etc.), which alleviate severe
constraints to the production process. Thus, producers have little
interest in or time to spare for other crops.

In contrast, under present conditions and technology
levels of many farms, prices paid for other crops, such as coconut
and grapefruit, often are not sufficient to pay the cost of hired
labor for harvesting and costs of transport to the plant. Thus,
farmers virtually have abandoned many of the already established
tree crop plantations, especially coconut and grapefruit. This
negatively affects the ability of DCP and DAI to obtain sufficient
raw product. '

Another reason for the short supply to some
processing plants is price competition between the fresh and
processed markets. When the market for a product is split between
fresh and processed, and total supplies produced are relatively
small, year to year variations in production can wreak havoc with
processing plant profitability. If the supply is low in a given
year, fresh market traders bid up the price of available fruit. The
processor, who does not have the sales margins of the fresh produce
trade in a supply-hungry market, cannot compete on price. This
often results in reducing the supply of raw product received by the
plant to levels belov breakeven, resulting in operating losses.
Over time, the plant decapitalizes and goes out of business. When
this happens, the farmer is left only with the fresh produce traders
as buyers. Then, in a good production year when abundant supplies -
saturate the fresh market, fresh produce traders lower prices paid
to the farmer even lowver than had previously besn offered by the
processing plant. This is to some extent the current situation with
the Corona plant, whizh last year was unable to obtain sufficient -
passion fruit supplies to operate above breaksven.




A third reason for the short supply to processors is
that, for diversified crops, there is no organized and orderly
product assembly and transport system to reduce unit costs of these
activities, nor are there integrated input supply and other
production services to farmers. This causes production and
marketing cost structures for diversified creps to be higher than
for bananas.

In conclusion, until the constraints of 1) skewed
comparative advantage favoring bananas, 2) lack of fresh and
. processed market integration, and 3) lack of orderly marketing
infrastructure and integrated on-farnm services for diversified
crops, are alleviated, prices paid by processinq firms will continue
to be unattractive to farmers and they will continue to dedicate
their land, labor and capital to producing bananas instead of
dlverszfxed crops.

Currently, total processed agricultural exports are
running at about EC$5-6 million annually. This is around 8% of
agricultural exports and 6% of total exports. One estimate suggests
that gross value of all agricultural production in 1990 was
approximately EC$100-110 million, of which approximately 75% was
exported and 25% was consumed domestically. National production
supplies about one-third of total domestic foodstuffs consumption.
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F. Public Sector Expenditures and Institutions Involved in
Agriculture
).  Ppublic Sector E it in Agricult

Given the major impoctance of the agricultural PPMC system
to the economic wellbeing of the country, it appears that the share
of public sector funding allocated to agricuitural recurrent
expenditure and capital investment programs is relatively low.
Tables a. and b. in Appendix D-III show that agriculture received
only between 2.5% and 2.8% of total central government recurrent
expenditures annually between 1985/86 and 1989/90. This amounts to
less than 2% of annual current value of total agricultural output.
For a sector that contributes 30% of GDP, 75% of foreign exchange
and one-half of employment, thie share appears to be unusually low.

In the case of agricultural sector investment (including
agriculture, livestock, forestry, fisheries and parks/gardens),
there were approximately 26 on-going projects during the 1990/91
fiscal year, with a total estimated life-of-project cost of ECS$41
million. More than 80% of this is to be funded from external
sources. Funding for these projects constitutes about 17% of total
(external and lnternal) financing for all public sector, investment
programs.

In annual terms, for 1989/90, less than ECS$6.0 million of
capltal expenditure (EC$10.7 million were programmed) were invested
in all of these sub-sectors, of which about 72% was from external
sources. This 1988/89 capital expenditure constituted only about 4%
of the annual current value of total 1988 sector output. Although
1988/89 programmed investment in the sector was 14% of total
programmed investment, actual capital expenditures in the sector
were onl*r 9% of total programmed public sector capital investment.
(See Tables ¢ and d in Appendix D-III).

The above data suggests that the sector’s relative
importance to the econonmy is not reflected in relative levels of
public sector recurrent or capital expenditures, victher from
internal or external sources.

2. pPubl.c Sector Institutions Involved in Agricultyre

Because of agriculture’s importance in the econony,
virtually all public secto. institutions are involved in ocne way or
another with policies and programs affecting the well-being,
operation and development of the agricultural PPMC system. Those
most directly involved are briefly described below.

a. ini of Fi and
The most powerful puplic sector institution in terms

of de“ining policies z.ud detevmining allocations of public sector
resources is the Ministry of Finance anl Development (MFD). Since




-25=

the Prime Minister also is the Minister of Finance and Development,
MFD is the final arbiter in determining policies affecting
agriculture and in the allocation of public funds. Not only does
MFD allocate public resources but also, through the Economic
Development Unit (EDU), it is the key arm of government for
formulation of policy initiatives, for assisting other ministries in
identification, prioritization, development and implementation of
projects and programs, for appraisal of projects and programs, and
for monitoring and evaluation of progress.

The EDU currently is assisting the various ministries
in the preparation of detailed medium term sector development plans,
including plans for agriculture, forestry and fisheries. When
sector plans are completed, the EDU has the responsibility for
integrating them into an overall National Development Plan, which is
expected to be completed by September, 1991.

b. Ministry of Agriculture (MOA)

The MOA is responsible for defining the needs of the
crops, livestock, forestry and fisheries sub-systems, in terms of
policies, plans, programs and projects. It is responsible for the
design and execution of all production-related programs and
projects, once 2pproved and funded.

The MOA is divided into four divisions:

Lands and Surveys
Forestry
Agriculture
Fisheries

Current organizatiori and a brief descripticn of
functions and activities of each Division is provided in Appendices
D-I and D-II, respectively.

The Ministry of Agriculture staff is generally made up
of experienced persons who understand the history, potential and
problems of Dominican agriculture. However, staffing levels are
limited, and most technical personnel are generalists. There is a
need for well-trained crop and livestock specialists who can
backstop the general agricultural officers by providing advice and
technical support to farmers on all aspects of the production and
marketing of specific priority crops.

c. Other Pyblic Sector Institutions

A number of other public sector institutions provide
support to the operation and development of the agricultural PPMC
system. These are listed below with a brief statement of
agriculture-related functions. More details are provided in
Appendix D-1IV.




i. Ministry of Communications and Works -
constructs and maintains feeder and farm access roads.

ii. Physical Planning Unit - plans and maps spatial
allocation of lands for settlements and for agricultural development
projects. :

iii. Cooperative Divigion (Ministry of Community
Development) =- provides training, technical assistance and material
support for promoting new, and assisting on-going, cooperatives.

iv. Ministrvy of Education - as a part of general
education responsibilities, is responsible for technical and
vocational training in agriculture; also maintains a number of
school garden plots.

v. Dominica Banana Marketing Corporation (DBEMC) -
Established in 1984 as the exclusive market channel for
extra-regional banana exports, the DBMC dominates the economic life
of agriculture. It is charged with promoting the well-being of
8,600 banana growers, and with ensuring the financial viability of
the banana industry.

vi. Dominica Export and Import Agency (DEXIA) -
Established in 1986 as the exclusive importer of rice and sugar, its
only income is from the marketing margin (12%) on these imports.

DEXIA is charged with export promotion and
development. It provides market information, carries ocut test
marketing and training, and provides improved export
infrastructure. It is prohibited by law from carrying out export
business operations.

vii. i v
- Charged with providing credit for financing business-related
projects in agriculture and industry. Funds come mainly from the
Caribbean Development Bank (CDB). In 1989, about 40% of its lcans
of EC$S11.6 million were for agriculture, forestry and fisheries.

viii. Rational Development corporation (NDC) -
promotes investment in commercial and industrial activities
(including agro-industry).

ix. National Development Foundation of Dominica

INDFD) - assists in small business development.
d. Regional and International Institytions

A number of such institutions are involved in
research, promotion, training, infrastructure development,
organizational development, technical assistance and financing.
Major amounts (more than 70% of the total) of funding for national
agricultural investment programs flow from these institutions.
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These institutions also provide a considerable amount
of specialized professional research and technology transfer.
Specialist staff currently based in Dominica are as follows:

criliati

CARDI

Republic of China (ROC)
French (FTC)

British (BDD)

IICA

CARDITS

FAO (short term)

Total:

RN W

[

The following regional/international institutions
currently are involved in funding or otherwise assisting the
development of Dominican agriculture, forestry and fisheries (a
summary description of activities of each is provided in Appendix
D-IV, Sections j and k.)

Regionsl

i. CARICOM (Caribbean Community Common Market
organization)
Windward Islands Banana Association (WINBAN)
Windward Islands Crop Insurance (WINCROP)
Caribbean Trading Company ( CATCO)
Organization of Eastern Caribbean States
(OECS), and OECS -~ Agricultural Diversification
Coordinating Unit (OECS/ADCU)
University of the West Indies (UWI)
Caribbean Agricultural Research and Development
Institute (CARDI)
Caribbean Rural Development and Training
Services (CARDATS)
ix. Eastern Caribbean States Export Development
Agency (ECSEDA)
x. Caribbean Development Bank (CDB)
xi. Inter-American Institute of Agricultural
Sciences (IICA)

i. EDF =- European Development Fund
CIDA - Canadian International Development
Agency
BDD - British Development Division
. ROC - Republic of China
USAID - United States Agency for International
Development
i. FAO - Food and Agriculture Organizatioen
FTC - French Technical Cooperation Agency -
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Past and present USAID projects assisting Dominican
agriculture are listed in Appendix D-V, Table a. In addition, other
important externally-funded projects are briefly summarizad in
Appendix D-V, Table b.

G. Producer and Support organizations

A 1989 study sponsored by IICA provides a detailed review
of farmer and support organzzatxons in Dominica. That study reports
17 active farmer organizations and nine support organizations.

Some of these organizations are district (12) and some
are national (5) in scope. An estimated 90% of all farmers belong
to at least one farmer group. As in most other aspects, bananas
dominate farmer membership. The Dominica Banana Growers Association
.(DBGA) has 8,600 registered members, while the next largest farmer
group, the Essential Oils and Spices Cooperative has 450 members.
The third largest has only 87 members.

A few farmer groups show dynamic leadership while others
demonstrate little sense of direction. None appear to have access
to the capital and management expertise (nor have they shown the
initiatives required) to organize the provision of common integrated
production services such as input supply, credit, technology
transfer services, mechanization services, etc.

Support organizations are composed of interest groups
(who may be farmers) that directly or indirectly assist farmers by
promoting production and marketing of agricultural products or by
carrying out activities to improve the quality of rural life.

Appendix C provides a brief descriptive summary from the
IICA study, as well as a listing of farmer and support
organizations, services provided and other basic 1ntormatzon from
that study.

In conclusion, insufficient management and organizational
skills, lack of access to capital, and absence of initiative to
establish income ganerating services to farmers, are nhearly
universai limitations on the ability of farmer and support
crganizations to make a significant contribution to resolution of
constraints facing the agricultural PPMC system. However, existing
farmer organizations, or a coalition of such organizations, could
serve an important role in respresenting the interests of farmers in
the establishment and operation of a vertically integrated market
ordering mechanism such as the proposed "vertically integrated
market ordering (VIMOE) enterprise” described in Sections VI, VII
and VIII.




Input Supply and Factor Markets
1.  Input Supply

Because of the small volumes required, agricultural inputs
(except for planting materials) are virtually all imported in fully
processed or blended form. Imported inputs include significant
amounts of pesticides, fertilizer, day-old chicks, animal feeds,
some tools and breeding stock.

The largest single importer of chemical inputs (pesticides
and fertilizer) is the DBMC. Small amounts of these and other minor
inputs are imported by other importers, including the Ministry of
Agriculture (MOA).

Pesticide use (mainly insecticides, fungicides and
herbicides) has risen rapidly in the past five years, increasing
from ECS1.4 million in 1984 to about ECS$5.5 million in 1989.
Fertilizer imports were estimated at 10,800 tons in 1989, and
increased to 12,600 tons in 1990, of which 90% was imported by the
DBMC. Major sources of supply are the U.S., Canada and the EEC. An
estimated 80 percent of all chemical inputs are used on bananas.

Relatively small amounts of animal feeds are imported,
primarily from St. Vincent, for layers and pigs. The MOA, as the
only significant source of improved breeding stock, periodically
imports replacement breeding animals (sheep, goats, pigs, and

cattle), while egg producers import their own day-old chicks (for
layer replacement).

The MOA supplies virtually all planting materials to
farmers. Four of seven agricultural stations are dedicated
exclusively to plant propagation. Annual plant seedling production
currently is as follows: .

Type of
Numbezr

Coffee 200,000
Hot pepper 110,000
Root crops 50,000
Vegetables 50,000
Citrus 42,000
Cocoa 10,000
Avocados 7,000
Mango 7,000
Other fruits 114,000
Spices 29,000
Coconut 2,000
Ornamentals —1.500

622,500
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The MOA disbributes plants tree.(or charges a symbolic price).
Thus, no private commercial agricultural plant propagation nurseries

exist.

2. [Factor pmarkets

The relative scarcity of labor for agriculture already has -
been discussed. Since opportunities for mechanization, espacially
tractor mechanization, are limited because of the steep farming
terrain, the availability of farm labor is critical to expanding
output. -

The lack of adequate available farm labor is a constant
complaint of farmers. However, it appears that agricultural wage
rates do not increase in response to attract labor from other uses.
This suggests that farm labor already is being paid at its perceived
full productivity value, considering fairly heavy discounting in the
case of diversified crops because of market risks. Given the
greater tedium of agricultural work and its socially undesirable
connotations in Dominica, most unskilled laborers prefer non-farm
work even at lower wages. :

Although possibilities for major mechanization are limited,
there is little indication that farmers are adopting even limited ~
appropriate mechanization as a means of increasing labor
productivity, thereby permitting payment of higher wages, as well as
making farm work less tediocus and more socially acceptable. This
suggests that farmers may not have sufficient knowledge of
mechanization possibilities, lack access to appropriate equipment
supplies, and/or lack available capital to purchase.

The problem of labor scarcity appears to be at a critical
stage. Many farmers visited had substantial land areas that were
once productive, now standing idle. Much of this idle land has old
abandoned tree crops. Universally, these farmers state that lack of
available labor is the reason for not bringing idle lands and
abandoned trees back into preduction. Thus, it is likely that if
marketing risks for diversified crops were to be substantially
reduced, farmers may be willing to pay higher prices to attract
labor and/or invest in appropriate mechanization, as assured income
and profitability prospects become more attractive.

The agricultural land market appears to be relatively
inactive except for sales of farm land suitable for urban uses
(often held for speculative purposes). Since Dominica has no .
agricultural land or use tax, there is no penalty imposed on an
owner who continues to hold idle land, nor is there an organized
financial market for land purchases. Although commercial banks will
lend money secured by a farmland mortgage, lending rates are quite -
conservative (stated to be less than fifty percent of market
price). Most small farmers and new entrants have insufficient
equity capital or future income guarantees to qualify.




Additionally, the existing land tenure situation is not
conducive to an active land market. Only thirty-four percent of
total farms (forty-three percent of land in farms) is self-owned.
All other farmland has multiple owners (e.g., family-owned), or
someone other than the owner is in possession (e.g., squatters).
Under Dominican law, a non~owner in possession of farm land has
rights that are not easily extinguished. Thus, someone in
possession, even without a formal claim, puts a cloud on the owner’s
title, which makes that land difficult to sell.

Multiple-owners also complicate easy sale, since all owners
must agree to sell. Again, the part-owner in possession has
superior rights which he may not be willing to give up for the
benefit of his co-owners who may wish to sell. The above described
tenure situation tends to remove a considerable amount of farm land
from a potential market that might otherwise move idle land into
productive uses through sale.

In conclusion, although there are more pressing policy
issues, farm land tenure and land market policies need to be
reviewed and made more compatible with a fluid farmland market if
such policies are to make a positive contribution to increased
agricultural productivity and output.

Financially viable farmers appear to have reasonable access
to production credit. However, because of the relatively small
internal financial market, interest rates tend to be higher than in
large financial centers. Commercial banks readily lend working
capital to viable commercial farming operations. They also lend
(although conservatively) on farmland mortgages, either as purchase
money or for capitalization purposes. The state-owned AID bank has
lines of credit available from the Caribbean Development Bank (CDB)
for capital investments (not for land purchase or working capital)
in agriculture ard agro-industry. They alsc have scme funds for
on-lending on zoft terms from the International Fund for
Agricultural Development (IFAD). Interest rates currently are 5.5
percent for soft leocans and twelve percent for commercial loans.

Several credit unions also operate in rural areas,
providing a mechanism for savings and a source for small lcans. The
DBMC also provides lines of credit on a limited basis to registered
banana preoducers. In general, the DBMC supplies inputs and other
services to farmers on a pre-paid basis, made possible by the CESS
(discount) system applied to all banana sales to them by farmers.

In conclusion, it would appear that any apparent
agricultural credit constraint is more a lack of adequate loan
guarantees caused by, a) tenure limitations, b) the endemic
undercapitalized condition of many small farmers, and c) market
risks associated with non-bnana crops, rather than from any inherent
weaknesses in the financial/credit system.
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I. COSTS OF PRODUCTION AND COMPARATIVE ADVANTAGE

Lack of reliable costs and returns farm budget data makes
it difficult to draw clear conclusions concerning the relative
profitability of different crops.

Table 14 in Appendix A provides a summary of available
data on costs and returns for ten selected crops. This data was
extracted from three studies referenced in the Table. Based on that
data, the following annual net income comparisons can be made (for
tree crops the data is for the first year of full production):
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Appendix A, Table 14 Data

Adjusted data to reflect
more realistic current yields

Cropl/  Yield used by  Net Estimated Reductions in  Net
referenced Returns€/ current costs from Returns2/
studies (EC3000's) ylelds reduced ylelds (EC$000's)
(ECS)

1. Bananas 9.0 MT 2.3 5.5 MT 300 0.0
2. Coconut (dry for

Huckster Trade) 5.0 MT 1.6 4.0 MT 200 1.2
3. Grapefruit
a) to fresh market 1.3 M1 3.8 4.0 MY 1,200 1.0
b) to processed

market 11.3 MT 0.6 4.0 MT 1,100 0.5

4. Avocado 9.5 MT 10.8 6.0 MT 700 6.6
5. Cocoa (rehabiii-

tated) 800 1b/dry 1.3 400 1b/dry 200 0.6
6. Passionfruit 5.0 MT 2.1 3.5 MT - 300 1.2
7. Dasheen 9.0 HT 7.6 6.0 MT 400 4.6
8. Ginger B.2 MT 9.0 5.0 MT 300 4.1
9. Cucumber 4.5 NT 5.3 3.5 MT 100 3.8
10. Tomatoes 3.2 Mt 8.9 2.5 MT 100 6.8
A Adjusted to pure stand equivalents
2/ Net returns represent returns to land, management and capital, plus

profit. Family labor has been costed at the going rate of EC$20/day.
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The above comparative summary must be interpreted with caution
because of the limitations of the data. However, on the assumption
that possible inaccuracies have a similar bias for all crop budgets,
tentative conclusions can be drawn.

First, all other things being equal, one would assume that
farmers prefer to produce the most profitable crops. The most
profitable tree crop is clearly avocado (with no close competitors)
and the most profitable annual crop is tomatoes, with both dasheen
and ginger as reasonably close competitors.

What is surprising is that bananas appear to provide nc profit,
nor returns to land, capital and management. All other crops appear
to show significant returns to land, management and capital (and/or
profit). One must conclude that for some reason, farmers prefer to
c2ise bananas, even through they only earn daily wages. Thus,
"farmer decision variables' other than potential net returns
apparently lead farmers to continue to focus on banana production
instead of alternative crops. In the case of long maturing tree -
crops, an important "farmer decision variable" likely is the initial
investment and long delay from planting to full production (e.g., 8
years for coconut and grapefruit, as compared to one year for
bananas). However, that is not an explanation for preference of
bananas over 1) existing plantations of long-maturing tree crops, or
2) more profitable annual crops.

.The only other sigrificant variables that distinguish bananas
from diversified crops from the farmer’s perspective appear to be 1)
differences in distribution of harvest (and thus incomes),
throughout the year, and 2) differences in ease and certainty of
market access in addition to stability of price.

Banana harvest takes place throughout the year and the farmer
receives payment for his sales on a bi-monthly basis. For most
diversified crops, harvest is for a limited period during the year,
varying from a few days to 7-9 months, while payment for sales may
be both erratic and with little or no distribution over time.

Additionally, banana farmers have an assured market for all
bananas they box and deliver to the roadside.  Farmers also are sure
of being paid by DBMC every two weeks for sales made. In contrast,
the diversified crop farmer faces severe nmarket risks. He has no
assurance when he harvests his crop, that he can sell it. Also, at
the time of planting or annual maintenance on the crop, the market
price may be at an attrative level, whereas, at harvest, a much
lower price may be offered. Furthermore, a buyer may offer to
purchase only a selected part of the crop, with the remainder
unsaleable.
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To illustrate, one estimate shows that a farmer can expect to
sell the following percentages of production at harvest of the crops
indicated:

Percent of harvest that

Banana 100
Avocado 22
Grapefruit (fresh market) 30
Coconut (fresh market) 10
Grapefruit (processed market) 2/ 30
Coconut (processed market) 2/ N/A
Orange (fresh market) 29
Lime (fresh market) 15
Dasheen 60-100 &/
Tomato 50-100 1/
Cucumber 50-100 &/

It is likely that if problems of market access and price
uncertainties for diversified crops were to be alleviated, the
Dominican farmer would shift relatively more resources to the
production of diversified crops.

The Dominican farmer implicitly is spreading his marketing
risks and diversifying the use of his production factors when he
intercrops. Although no Dominica data are available for
analysis, an economic appraisal 2/ of intercropped bananas,
cocoa and nutmegs in Grenada is indicative. That appraisal
found that Internal Rates of Return (IRR’s) for these three
crops planted separately, are lower than is the IRR for the same
crops when intercropped:

i/ These products are grown for the huckster trade. 1If
too much is planted for harvest at the same time, the
market may become saturated resulting in a severe
price drop. Because internal market volumes are so
low, a change of even 2-5 acres in plantings or
harvest can create scarcity or saturate the market.

2/ For these products, the cest of harvest plus transport
to the processing plant, may be as much as the price
offered.

k4 i i duct i -

Caribbean, prepared for AID and PADF by Max F. Bade,
10/19/90.
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: Internal
g Rate of
" Retwrn
1. Bananas (pﬁre stand) 14.72% )
2. Nutmegs (pure stand) ‘ ' 24.92% 3
3. Cocoa (pure stand) Y 17.43% )
: ki
4. Bananas, nutmegs, cocoa {intercropped) " 31.50% i -

A : -

There is no clear cut response that can be made to the
question of comparative advantage to compate in regional and
extra-regional markets. Such a determination requires detailed
data and analysis of external market options and size,
transport reliability and cost, competing sources of supply,
sanitary regulations, etc., whizh is beyond the scope of this
assessment. However, based on trend data of Dominica fresh and
processed product sales and destinations, it would appear that
a wide range of product markets, both regional and
extra-regional, can absorb (without creating price disruptions)
a number of diversified crops that Dominica produces. In the
longer run, greater production and marketing efficiency must be
achieved to permit continued profitability as expanded ocutput
results in lower prices.




J. Native Populations

A native Indian population of about 2,500 persons (called
Caribhs) owns an area in the Northeastern portion of the island.
This area is known as the "Carib Territory" and is owned in common
by the entire carib population. Internal affairs of the Carib
territory are governed by a Carik Chief and Council according to
native tradition. Land is allocated to families by the Carib Chief,
and is generally passed on from generation to generation.

Caribs are good fermers and have shown a willingness to
change as economic conditions, technology and markets dictate.
Since the 1970's farm production has grown more rapidly in this area
than in other areas of the country. Primary crops are coconuts,
lines, avocados, mangoes, bananas and root crops.

For several years, the Ministry of Agriculture has had an
organized extension sub-district (part of the Northeast Extension
District) covering the Carib territories. A diploma level
agricultural officer is assigned to this sub-district and a Farmer
Service Center has been established there. This sub-district o
participates in island-wide agricultural projects, having been mnost
active in the Tree Trops Project, the Coconut Development Project
and the Livestock Development Project.




IV. CONSTRAINTS TO AGRICULTURAL GROWTH

Previous sections, in describing the agricultural system, have
identified and discussed the constraints to agricultural growth
within the context of the structure and perfcrmancc of aach of the

ub-sy!tems .

Selected constraints are summarized below:

A. systenm-vide constraints

1. The Small Insular Economy with a reduced domestic
market inhibits application of economries of scale and competitive
interaction to achieve output efficiencies. The small scale of
output often mckes it difficult to tap export markats because of
Jinimum volume requirenments for certain types of ocean transport
(e.g., containers) and to enter certain markets (e.g., the U.S.
fresh vegetable market).

. 2. Limited and physically limiting resource base both in
terms of quantity and quality. Agricultural land is on steep slopes
and much is scattered in small plots. Capital and management
capabilities are relatively scarce, resulting in li...ed application
of appropriate technoloegy to diversified crops under Dominican
conditions.

3. Weak linkages and poor integraticg of the production,

processzng, marketing and consumptzon/demand (PPMC) sub-systens
result in uncertain markets, unstabple prices aad inability of the
participants to effectively manage risk.

B.  Ereduction Sub-Svstem Constraints

1. Small farm size, even smaller fields, and steep
slopes resist mechanization and other economies of scale.

2. Undercapitalization and absence of technical,
economic and financial management skills often result in inetficient
use of land and labor, poor choices in selecting from among
production options, and low yields due to lack of undurstanding of
benefits to be realized from the czpacity to apply appropriate yield
enhancing technologies.

3. Production of any one crop is scatterud in several
locations throughout the countr,. This causes increased costs for
services such as input supply, extension services, product
collection and transport to market.

4. Overdependence on 2 single subsidized crop -
bananas. This has distorted competitive advantage in favor of
bananas, causing farmers to shift land, labor and capital resources
from other crops to bananas. '
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5. Lack of scientific understanding of rationale for
many farmer practices, resulting in poor adaptation of formally
generated technology to on-farm conditions.

6. Proliferation of a large number of small, weak farmer
organizations that dissipate resources and energy, and who have
little access to capital and management capacity needed to take
initiatives in improving and integrating farm level services or
accessing and ordering markets.

7. Inappropriate land use results in resource
degradation and decreasing productivity, as well as siltation of
water catchments. Indiscriminate conversion of scarce agricultural
land to urban uses takes the most productive land out of production.

8. In livestock production small production units, poor
quality breeding stock and lack of a reliable breeding stock
re-supply system, combined with poor feeding practices, result in
high unit costs of production and lack of profitability. Thus,
livestock rearing is usually relegated to a "backyard", spare-time
activity.

9. Small scale, undercapitalized artisan-type fishermen
and foresters generate low output, have high unit costs and suffer
from low productivity.

10. Poor fish landing sites and lack of storage or
cleaning facilities increase risks of boat damage, product loss,
quality deterioration, and results in discouraging incomes to
fishermen. Thus, most fishermen fish as a sideline activity.

c. Marketing and Processing §Q§T§x§;gm§ constraints

1. Existence of a large number of small,
under-capitalized fresh produce market traders (called Hucksters),
limits capacity to up-grade marketing efficiency through grading,
larger volumes and provision of ancillary services. This results in
high transaction costs, reduced competitiveness, and "survival"
incomes that do not permit capitalization and expansion.

2. Processing firms generally are under-capitalized.
This, combined with weak management especialy in the areas of
financing, marketing and business planning, results in disappointing
economic performance and contributes to problems of high costs and
negative cash flovs.

3. There is little diversification by
marketing/processing firms to achieve profitable volumes of business
and to diversify price risks.




4. Processing firms do not sufficiently exploit the
economic value of sub-products as a means of spreading overhead
costs. ’

5. Pricing does not adequately reflect quality
differences. Overall product quality suffers from inadequate
post=-harvest handling, excessive handling and inappropriate
packaging. ‘

6. The internal transport systcm for moving production
from the farm gate to the processing facility or market assembly
point is fragmented and high cost.

7. Sea transport for export markets, both regional and
extra-regional, still is unreliable and often inappropriate. Air
transport services from Dominica are limited and high cost.
Products destined to extra-regional markets must be transferred at
international airports on other islands.




The government of Dominica has set the folloving natxonal
policy objectives:

improve external competitiveness in the productive
sectors;

enhance institutional capability to undertake
progrars that result in iaproved economic performance:

inztitute legislation and undertake programs designed
to influence human behaviour towards the physical
environment in a manner that meets the economic needs
of citizens, without compromising the ability of
future generations to meet their own economic and
aesthetic needs.

More specific policy and program objectives for
agricultural, forestry and fisheries development are:

(1)

(2)

(3)

(4)

(S)

(6)

to expand the existing level of agricultural export
earnings of bananas, citrus, coconut and bayoil:

to diversify the agricultural commodity base and to
exploit a wider spectrum of markets:

to encourage import substitution, particularly in
foods with high protein content;

to encourage the cultivation of commodities amenable
to simple processing, preservation and storagc
techniques: »

to promote measures to increase productivity and
rising incomes, and

to improve land conservation, protection and
rehabilitation practices.

Historically, GOCD policies to achieve agricultural growth
appear to have relied primarily on two approaches:




1. The primary approach has been to seek to obtain
maximum production response by farmers in order to reap 2ll possible
benefits from the U.K. banana subsidy. To achieve this, in 1984 the
government established the DBMC, which has vertically integrated _
marketing activities from the farmgate to the Geest boats, and which
provides farmears with common integrated production-related
services. The DBMC apparently has besn quite successful in carrying
ocut its responsibilities. Banana production and acreage have
doubled since 1984.

2. The second area of emphasis by government has been
re-settlement of former "estate lands”. By the end of the 1970’s,
several large astates had fallen into misuse and disuse, especially
after the devastation of Hurricane David. The government set out to
put these estate lands back into production by subdividing and
settling (and confirming possession to squatters on) the land into
small farms, most under 5 acres in size. Government has been quite
successful in re-settling an estimated 2,000 farmers on these former
estate lands.

It should be noted that both of the approaches described
above have primarily involved land expansion. Only very modest
progress appears to have been achieved in terms of productivity
gains. For example, even in the case of bananas, yields per acre
have not increased significantly since 1984 when the DBMC took over
marketing. Rather, yields have remained rather steady at 4-5 tons
per acre. While acreage planted to bananas has increased almost at
the rate of growth in banana output. This has been achieved by
bringing into production idle farm land or by shifting land from the
production of other crops to bananas (or adding bananas in an
intercropping pattern). Additionally, the re-settlement program
brought into production lands previously not cropped, idled or
largely abandoned. The net effect of the above-described policies
has been to focus farmer attention on land expansion.

Land expansion appears to have come close to reaching its
practical limits. Most estate lands have or are in the process of
being re-sottled. Bananas now occupy 60% of the cultivated land
arez, and there is considerable evidence that banana production
through land expansion has motivated some farmers to plant on slopes
too steep to sustain banana production. Perhaps of most concern,
there is the looming possibility that the banana subsidy upon which
the banana boom has been built will soon diminish substantially or
disappear. Furthermore, at present levels of productivity of most
diversified crops, as well as of bananas, unit costs of preduction
are too high to compete in world export markets, even if marketing
constraints are alleviated. Thus, productivity must increase and
unit costs of production must decrease for both bananas and other
crops, if agricultural exports ara to continue in a competitive
world market.




In conclusion, from every perspective, the challange is

1. Achieve increased factor (land, labor, capital)
productivity for expanded areas of diversified crops, and
reduce marginal areas in bananas. Progress in increasing
factor productivity may reduce unit costs of production
sufficiently to assure that some banana producers and
diversified crop producers can compete in the world
marketplace.

2. DBMC must achieve even greater efficiency in its
banana marketing operations by cutting costs amd
streamlining operations, thereby reducing unit transaction
costs.

3. The marketing system(s) for diversified crops must be
organized and streanlined to stabilize and expand markets,
increase farmgate prices, reduce unit transaction costs .
and equitably distribute risks.

B.  Prospects for EXport Growth

Aggressive attention to the three aresas listed above
should permit Dominican producers to compete and expand placements
in fresh and processed export nmarkets for the following crops:

Grapefruit - fresh and processed (juices,
concentrates, segments, by-products for
domestic use)

Coconut - fresh and processed (oil, oil-based
products, other exportablc products from
by=products)

Cocoa -processed, initially as
dry beans

Passionfruit - fresh and processed pulp, nectar, juices,
specialty products

Avocado - fresh
Hot pepper - fresh and processed (sauces)
Coffee - specialty blends

Selected
vegetables - fresh




In addition, various specialty crops with fresh and
processed market potential include: ginger, cinnamon, bay,
flovers/ornamentals, aloe vera, exotic fruits, other spices,
organically grown products.

C. Prospects for Growth in Import Substitution Products

There are several import substitution products worthy of
attention: Whole broilers and choice parts, irish potatoes,
selected vegetables, pork, mutton, beef and fish. Thers is a need
to immediately review existing economic feasibility analyses for
these products, and to develop a strategy for government action in
promoting private sector investment for import substitution
agriculture. Such a strategy should be a part of the davolopmcnt
plan now being formulated.

In the case of fish, a development plan and strategy has
been formulated. Several activities are being implemented with
Canadian assistance.




To date, benefits of unearned profits (surpluses)
generated by the extra~-regional export banana subsidy have been
destined to: ]

1. Income transfers to farmers via banana prices above
general market equilibrium.

2. Investment in common, vertically-integrated
production services to banana producers such as input
supply, aerial spraying, credit and extension
assistance.

Investment in DBMC business infrastructure such as
buying stations and packing sheds, transport
equipment, other equipment, and a new office building.

Obtain and retain good business and marketing
management capabilities in the DBMC.

The negative impacts on diversified crop expansion of the
banana subsidy (and the application of funds it generates) already
have ‘been discussed: 1) skewed comparative advantage in favor of
bananas: 2) major shifting by farmers of land, labor and capital
resources from other uses to banana production; 3) shifting of major
banana production and marketing risks from farmers without
concomitant shifts in risks for diversified crops; and 4) a strong,
well-capitalized, vertically-integrated marketing system for bananas
from the farm gate to the banana boats, as contrasted to an
under-capitalized, undermanaged, dispersed, disarticulated and
erratic marketing system for most other crops.

The PPMC system gap between export bananas and other
agricultural export products must be redressed if Dominican
agriculture is to develop. Efforts must be made to improve the
comparative advantage of other crops through increased efficiencies
in the non-banana PPMC system. Optional ways to achieve this are
discussed in Sections VII and VIII.

B. Market oOrdering Svstem

Preceeding sections have discussed the lack of
integration, organization and order (and consequently inefficiencies
and instabilities) characterizing the non-banana marketing
sub~system, and the negative price and risk signals that this
situation passes back to farmers.

Well-tested policy mechanisms exist that can create
conditions for putting order in the marketing sub-system, thereby
improving its efficiency and stability, which, in turn, passes on
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more positive price and risk signals to farmers. One such mechanism
that has worked successfully in the U.S. and many other countries,
isay i - i

supply management. This form of market ordering works especially
well for perishable products destined to both fresh and processed

markets. :

In the U.S., market ordering mechanisms are used for the
citrus industry, as well as for many other perishable
fresh/processed products, such as grapes, plums, cranberries, milk,
nuts, etc. Major elements of such a market ordering system are:

1, A single (or strictly ccordinated) market channel for
all preduction. This would be limited to production
for export in the case of Dominica, since National
consumption for most exported crops is so small as
not to have significant impact on the overall
market. Further, in the case of Dominica, the small
supplies of any particular crop would suggest that a
number of crops should be marketed through a single
marketing channel to increase volumes traded and to
diversify risks.

An institutionalized means for realizing "collective
bargaining" among all of the participants or actors
in the PPMC system for a particular crop. Purposes
of the "collective bargaining" process are to reach
agreement among all affected "interests" for a given
crop period, on marketing margins and producer prices
to be paid (based on quality, not on intended use),
as well as on volumes to be purchased. The
collective bargaining process also includes reaching
agreement on allocation of production guotas to
producers, and on supply allocations to fresh and
processed markets (based on projections of mimimum
and maximum needs). In Dominica, collective
bargaining "interests" probably include producers,
processors, hucksters and the Government, the latter
represaenting the interests of the entire population.
Under Dominican conditions of small supply and
relatively few participants, consideration might be
given to institutionalizing the collective bargaining
system through eventual joint ownership of one
island-wide vertically integrated market ordering
enterprise (VIMOE) as a single marketing channel.
Under such an arrangement, the collective bargaining
forum becomes the Board of Directors of the
enterprise.




Grading and allocation of product between the fresh
and processed export markets would be carried out by
the VIMOE. Nevertheless, actual marketing may be
carried out by any number of marketing agents if they
are able to compete. Products can be exported only
through, or with clearance from, the VIMOE. This
permits the VIMOE to pay a quality-~based amalgamated
price to producers who have approved supply quotas,
thereby stabilizing the market and price to these
preducers.

The objective of the system is to achieve a combined
fresh/processed market demand that absorbs all
available supplies, assures at least mimimum
breakeven supplies to processors, and also permits
payment of a price to efficient farmers that covers
cash production costs while providing a reasonable
return to management, family labor and capital, plus
a profit.

Collectively approved and centrally or regionally
managed harvest and farmgate-to-market transport
scheduling will be required in order to achieve
economies of scale and transportation efficiencies.

Provision of other vertically-integrated common
producer services amenable to economies of scale

would also need to be organized and managed by the
VIMOE, perhaps as a joint undertaking with a parallel
national producers coalition. Such services might
include input supply, credit, savings/income
distribution schemes (in order to compete with the
banana bi-monthly income advantage), contract
harvesting, contract pest control, etc.

A more detailed discussion of options for
implementing the proposed vertically integrated
market ordering system for diversified crops is
included in the next two Sections (VII and VIII).

Lal | Mechanization Poli

1. Limited availability of agricultural labor, combined
with the lack of significant increases in agricultural wage rates ‘
over the past three years, suggests that current wages closely egqual
the value-added by agricultural labor. Investment in appropriate
mechanization can increase labor productivity and decrease job
tedium, thereby making agricultural work relatively more attractive
and permitting payment of higher wages.




2. Increzsed skills and management training will expand
the pool of technical and managerial talent needed to increase
derand for high quality human resources throughout the agricultural
PPMC system, as diversification and mechanization occur.

3. Current early retirement policies for both public
and private sector employecs may be removing managers and
technically skilled employees from key positions at an age when
their experience permits them to continue to make productive
contributions to operating efficiency and productivity, especially
in the marketing and processing sub-systems.

4. Relatively high emigration rates of motivated and
trained persons suggests that neither the public nor private
sectors place a high enough value on trained manpower and
managerial talent. Policies to a) encourage rewarding and
retaining capable and experienced management, b) expand management
training, c) expand use of management contracts, and d) promote use
of the International Executive Service Corps (IESC)* and "Project
Sustain',* can increase the presence of capable management talent.

D. Lapd Use Policy

1, Although not yet severe, there are signs of
increasing encroachment of agriculture on lands that should remain
in conservation/protection forest. Catchment areas for water
supplies are beginning to show serious siltation in some areas. At
the same time, prime agricultural land near population centers is
being converted to urban uses. There are some indications that
significant speculative purchases are being made of agricultural
land to hold for future urban development. Also, some villagers
located near forest reserves are encroaching on these in search of
fuel wood. .

2. There is an increasing need to manage the use of
land, forest and vater resources in the best interests of all
sectors, in order to sustain agricultural production and timber
yields, and to conserve the natural character and beauty of the
countryside for the aesthetic pleasure of the population and for
tourism.

3. Consideration should be given to further developing
the existing data and large-scale mapping base to permit
classifying land in each farm according to environmentally sound
uses and appropriate conselvation practises.

4. There is a need to place more actively on the public
agenda review and dialogue concerning policy mechanisms that can
achieve environmentally sound uses of natural resources in the long
run. This should include review and discussion of such options as

*See explanation in "List of Acronyms."




buffer zone forests, reforestation, conservation easements, land use
and crop zoning, integrated upper watershed management, and Property/
conservation/nonconforming use taxation.

E. Market Inforpation

Producers, marketers and consumers need market information
to make rational production, marketing and consumption decisions.
There is an urgent need to expand market information, and to
disseminate such information through the media and through
educational programs. Additional external assistance to DEXIA or
other organizations may be needed to achieve these objectives.

F. c ve

1. Research activities need to be integrated with and
build upon existing practises. For example, research should
generate technologies that can be adapted to an intercropping
situation. Also, marketing improvement efforts should consider
elements of success in the structure and operation of banana and bay
0il export marketing. :

2. The private sector should be encouraged to invest in
all types of economically productive services including input supply
and technology transfer. The public sector should focus investment
of financial and human resources in education, Research and
Development (R&D), testing and demonstration, social welfare and
public infrastructure.

3. Production research should be prioritized on the
basis of economic analysis of the potential market and comparative
advantages for the product. Technology transfer activities should
be conditioned on the actual or imminent presence of an assured
market and, where processing is required, subject to the existence
of a processing facility. Too often, economic feasibility is not
addressed until the production research is completed, farmers have
been encouraged to plant, and they have products ready to go to
market.

4. In order to assure proper technology transfer support
services on a continuing basis for priority crops, the MOA extension
service, and/or the proposed VIMOE, should have at least one trained
crop specific production and marketing specialist for each priority
crop. This specialist may be assisted by one or more trained and
experienced farmer-cooperators in each production zone who
specializes in producing the crop himself. These farmer-cooperators
could be contracted on a continuing basis to provide on-going
operational advice to farmers in their areas.




=50~

VII. A PROPOSED VERTICALLY INTEGRATED MARKET ORDERING SYSTEM
—{VIMOS) FOR DIVERSIFIED AGRICULTIURAL EXPORTS

The purpose and role of the proposed VIMOS was described in the
last section. This section discusses VIMOS functions and possible
institutional options for implementation.

A. Functions

Major functions of the VIMOS are 1) Market Order
Regulation, and 2) Commercial operations.

1. Market order Requlation (MOR)

MOR is a public sector function, the purpose of which
is to balance interests of VIMOS participants, and promote national
economic development interests and objectives.

‘ An appropriate public agency will be assigned the
responsibility for executing MOR functions by: a)participating in
analytical work upon which commercial operations gquidelines (CO0G'’s)
and market orders (MO’s) are based, b) assisting in formulation of
COG’s, and of individual crop MO’s as each crop is incorporated into
the system; c)providing final GOCD approval of COG’s and MO’s, d)
monitoring compliance with COG’s and MO’s during implementation, and
e) participating in continuing evaluations of VIMOS impacts, and in
formulating adjustments to COG’s and MO’s.

As proposed in the following discussion of
institutional options, it would appear that DEXIA may be the
preferred alternative for assuming public sector responsibilies
related to MOR functions.

2. °C ial C , C¢

It is proposed that commercial operations (CO)
functions be assigned to a national scope private sector based
Vertically Integrated Market Ordering Enterprise (VIMOE). The
proposed VIMOE would be responsible for carrying out CO0 functions by
1) serving as the exclusive marketing channel for all crops subject
to MO’s from the farmgate to the fresh exporter and processor, 2)
managing application of approved COG’s, including grading, packaging
and pricing, and 3) providing to MO producers on a "CESS" basis
vertically integrated production and post-harvest services amenable
to economies of scale.

The following sections consider and discuss a range
of options to serve as the institutional and organizational base for
establishing and evolving the proposed VIMOE. Finally, one of the
options discussed is suggested as the preferred alternative.




B. VIMOE - Options Considersg

Several options should be considered for developing an
ordered market through a Vertically Integrated Market O.dering
Enterprise (VIMOE) for diversified crops destined to fresh and/or
processed export markets. These include, but are not necessarily

limited to, the following:
1. option 1-Foreign Investors: Seek to attract one or

more regional or international investors to provide the capital and
know=how for developing an island-wide diversified VIMOE and to link
it with overseas markets.

2. option 2-Hyckster Development: Provide technical,
financial and training assistance to selected progressive Hucksters,
and/or their association, seeking to motivate them to modernize and
expand quality and volume of business in order to become island-wide
in scope.

3. option 3-Producer Assocjations: Assist producer

associations to amalgamate, organize, develop management capability
and capitalize sufficiently to assume responsibilities for operating
a vertically integrated market ordering systen.

4. Option 4-Natjonal Institutions or Firms: Identify,

stimulate and assist one or more existing institutions or firms in
Dominica to accept the challenges and responsxb;lxtles of developing
island-wide vertlcally integrated marketzng services for diversified
crops. Sub-options include:

a. Syb-option 4a-DEXIA: Restructure functions,
staffing and resources to DEXIA for assuming
this role.

b. Sub-option 4b-Existing Agro-industries: Provide
incentives and resocurces to one or more existing
agro-industries (e.g., DAI, DCP, Bello, Corona)
to take responsibility for organizing and
operating a VIMOE.

c. Sub-option 4c-DBMC: Restructure DBMC to assume

non-banana vertically integrated market ordering
commercial operations.




Each of the above options are discussed below.

c.

Riscussion of VIMOE Optioc.s

- ¢ There likely will be
difficulty in attracting a sufficiently well-capitalized
enterprise to take a lead role in providing risk capital
and management in such an incipient undertaking. Further,
such enterprises may have business ocbjectives not
necessarily compatible with country development
objectives, especially with regard to organizing and
supporting non-~banana farm input supply and technical
services. Foreign investors might be attracted to
participate in the long-run, but the process could take
considerable timpe, especially in view of the current
worldwide stagnant economic situation. The need is too
urgent to take such an uncertain approach. However, a
foreign investor (or the Agriculture Venture Trust-AVT) as
a minority venture capital partner should be vigorously
pursued.

CATCO is a regional enterprise that would appear at first
glance to be appropriate for taking on this
responsibility. However, CATCO is a young, struggling
organization, without either the financial or management
depth to take on such a country-specific challenge.

option 2-Huckster Development: This option likely would
be a long-term undertaking, with limited prospects for
success. One or more hucksters (or their Association)
would need to evolve into a large, modern island-wide
VIMOE. This would require capitalization of business
earnings, enhancement of management skills, etc.
Currently, hucksters, and their Association, are
characterized by low capital and low management levels.
Furthermore, hucksters would tend to focus on the fresh
market and might not provide an equitable balance with
processor interests and needs.

Although Hucksters are likely to continue to carry out
domestic marketing activities, as well ag inter-island
wholesale to retail activitices in an integrated market
ordering system, no individual huckster or their
Association have current potential to develop the vision,
capital base and management know-how to take leadership in
establishing a VIMOE offering services from the farm gate
through fresh and processed wholesale supply.




~ iati ¢ Existing producer
associations are fragmented, undercapitalized and
undermanaged. It is not likely that, in the foreseeable
future, they can become sufficiently consolidated and
capitalized to assume a leadership role in establishing a
VIMOE. Nevertheless, their interest in efficiently
accesszng stable markets suggests that they should be
participants in such an enterprise.

- i i i i ¢ Under this
option, the need is for one or more well-capitalized and
well-managed enterprises with a) an appropriate
experienced base, b) initial capacity base, and c)
motivation, to permit immediately mov;ng into this new set
of diversified market ordering activities.

option 4.3: Under the above criteria, DEXIA would need
time and considerably enhanced staffzng and resources to
expand into this challenging new area of effort. Unless
privatized, changing DEXIA from a promotional and test
marketing agency to commercial operations would be a
return to the "Public Marketing Board" approach that
existed for bananas prior to 1986. Consideration should
be given to active partzc;patlon of and support by DEXIA
in a VIMOS, especially in terms of market intelligence and
analyszs requirements, as well as the MOR function of
approving and monitoring compliance with market orders.

¢ Each of the agro-industries that might be
candidates under this option has its own limitations. DAI
and Corona both are seriously under-capitalized and
under-managed. DCP recently launched a new cosmetics
plant which will require considerable management
attention. 1It’s oil and soap activities also have a.
number of existing management and marketing problems that
may seriously compromise its ability to open new fronts.

Windward is too small and too focussed on one specialty
product to be seriously considered, while Bello, although
a solid company, may not have the capital or management
base to launch such a large and initially high-risk
undertaking. Furthermore, if an agro-industry were to
take the lead in the proposed VIMOE, it would not be as
likely to welcome substantial involvement of the other
participants in the systenm.

Nevertheless, all of the above-mentioned processing
enterprises, as users of non-banana agrlcultural raw
materials, should have a strong interest in supporting and
participating in a VIMOE that would stabilize and expand
their raw materials supplies.




- option 4.¢: DEMC appears to have the necessary
infrastructure to serve as the basis for leading
non-banana market ordering activities on a vertically
integrated, island-wide basis. DBMC already is
experienced in vertically integrated marketing for
bananas. Also, in view of the future uncertainty of the
U.K. banana market, DBMC should be motivated to diversify
its marketing operations to enhance future income -
opportunities and spread risks. 1In order for DBMC to take
the lead in such an undertaking, it would need to -
strengthen and expand its management capabilities and
would need to have access to additiocnal specialized -
expertise and resources to assist in developing necessary
management capability and to defray start-up costs.

D. Suggested Option

0f the options discussed in the previous section, the
option of DBMC serving as the institutional leadership base for
organizing the proposed VIMOE offers reasonable prospects of
success. However, assigning to the DBMC a leadership role in
meeting the diversified crop market ordering challenge is not
without risk. Launching such an undertaking requires careful
planning and likely should be implemented on a carefully phased
basis initially with only 2 or 3 crops. The strategy would be to
assist the DBMC to incorporate other business participants in the
diversified crops PPM/C system, and, together, to establish all
major elements of a vertically integrated market ordering system and
enterprise (VIMOS and VIMOE) capable of dealing over time with a
range of diversified crops destined to fresh and processed export
markets.

The following minimal steps appear necessary to establish
a DBMC-led diversified VIMOE.

1. Expand ownership of DBMC to include appropriate
"interested parties" to an island-wide diversified VIMOE, as a
mechanism for collectively representing their interests. The
following "interested parties" would need to become shareholders in
the new DBMC-VIMOE if its Board of Directors is to be sufficiently
representative to serve as such a "collective bargaining” mechanism:

- Representative organjzation of Producers. This likely )
would require the formation of an island-wide "Agricultural
Producers Cocalition (APC)" of producer groups/associations
representing each diversified crop as it is incorporated into the
system. This APC would require a legal status capable of
shareholding in the new DBMC~VIMOE. Since such an entity likely
would not initially be legally constituted nor have capital to
invest in shares, its allocation of shares would need to be put in a
trust that in turn receives a check-off (CESS} income based on
producer sales, to apply to APC share purchases.
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- Export based agro-industries using non-banana agricultural
raw materials (e.g., DAIl, DCP, Bello, Corona) would need to become
shareholders in order to represent their interests on the Board of
Directors. Some initial purchases of shares by agro-industries
could be expected, but because of their limited available capital,
they would be required to make a subscription commitment to future
share purchases. These future subscriptions would be paid for
through a check-off (CESS) system based on their purchases of raw
materials.

- Hucksters, through their Association, would need to be
represented on the DBMC-VIMOE Board since they will continue to be
an important intra-regional marketing channel. Here again, because
of lack of initial investment capital, shares would be placed in
trust, using a check-off (CESS) system (based on huckster purchases
from the new DBMC-VIMOE for export resale) to pay for shares held
for them by the trust.

- Government of Dominica (GOCD), representing the interests

of the national economy, through retention of a minority sharenholder
position in the re-organized DBMC-VIMOE. Consideration might be
given to making DEXIA the owner of GOCD-retained shares to assure
its active participation in market intelligence and market analysis
required for effective functioning of the VIMOS.

. Possible share distributions among current and future owners
could be:

GOCD: 30%

Hucksters Association: 20%
Producers Coalition 30%
Agro-industries 20%

This distribution of ownership will permit the new
DBMC-VIMOE Board of Directors to be an effective collective
bargaining forum, representing the major actors in the overall
production, processing, marketing and consumption (PPMC) system, for
setting prices, and for determining source and use allocation of
supplies.

2. Provide the new DBMC-VIMOE with exclusive marketing
rights for approved diversified crops from the farm gate to
processors and/or all fresh produce export marketers. Crops to be
incorporated would be proposed to the Board for approval only after
approval by producers representing that crop. Initially, only two
or three crops should be incorporated, until experience is gained
and conscolidation achieved.

3. Provide a Processing/Marketing Diversification (PMD)
Fund available to the new DBMC~VIMOE to cover costs of start-up in
marketing new crops. Resources for the PMD Fund could come from




a) a portion of profits flowing from banana marketing operations
(especially any fees or export duties that might be imposed to
neutralize the distorting price effect of the U.K. subsidy), b) a
portion of the AID-ESF Grant (both US dollars and local currency
generations), and c) funds received from the check-off (CESS)for
buying shares held in trust.

4. Expand the existing DBMC management team to inciude a
diversified commodity generali marketing manager, plus appropriate
crop-specific marketing operations managers. Thes2 would initially
be paid from the PMD Fund through a management contract with a
management firm (and/or with IESC or the AID supported "Project .
Sustain").

5. Utilize the PMD Fund for initial equipment purchases
required to assemble, transport, grade and temporarily store
diversified products to be marketed.

6. Institute a strict grading system and provide
vertically integrated on-farm production and post-harvest related
services as needed for approved diversified crops.

Several modifications of the above scenario might be
envisioned. For example: 1) DEXIA and DBMC might be merged into a
single mixed private-public corporate entity; 2) initially, until
appropriate feasibility studies are completed and structural and .
organizational changes are in place, an ad ho¢ "Representative v
Committee" could be established in lieu of the new DBMC-VIMOE Board
of Directors to issue Market Orders for pricing, allocation of
supplies, etc., of diversified crops selected for initial
inclusion. This Committee might receive staff support in market
intelligence and analysis from DEXIA. It should be kept in mind,
however, that the longer the delay in implementing the final model,
the greater the chances are of never achieving a fully functioning
VIMOS.




VIII. SUMMARY OF BASIC PUNCTIONS STRUCTURE AND

The following schematics and listings provide a
consolidated portrayal of the basic functions, structure and other
characteristics of the VIMOS and the VIMOE, as well as the inputs
required from groups and institutions involved in its implementation.
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- Baspomsibilitice
a) L. MARERETING FPUNCTIONS:
») LAND ll§!lcmcl‘v.llo- a. EICLUSIVE CHANNEL POR FARN-TO-MARKET EXPOAT PRODUCE:
c) SUPERVISION/BACKSTOP 1) PURCRASE FRESN PROOUCE FROM FPARNEAS
HUNITORING OF PRODUCTION SERVICES 2) SELL FRESH PROUUCE TO: - FRESH PRODUCE EXPORTERS
~  PROCESSORS
. CRADINC AND PRICING
] 2. PRODUCTION AND POST-RARVEST SERVICES (paid by CRSS).
JOINT REPANSEMTATIVES a. Producer fepute supply .
..... TR T2 o
b. Exsteseioca services to producers: - Crop Speclallists v
- Fars management gpecrvices
a. ESTINATRE SUPPLIES, FRESM - Post-harvest handling services
CXPORT DEMAND : -
ANO c. Narket laformatica - Crading snd Quality Ccatrol
PROCESSINC DEMAND d. Trsasport - Fars to buyiag depot/processor
(SREAKEVEN AND TOTAL CAPACITY).
e. UFsrm operations services: e.g., Cocomt husking, crew
b. ESTIMATE EQUILIDRIUM PRICES, harvestioa, pruning, pest management, etc.
BREAKEVEN PRICES, KLASTICITIES. - .
f. DVisadter inwurance.
c. DETERMINE PRICES TO BE PAID,
LEVELS OF CESS POf SERVICES
AND POR SEARE PURCEASES.
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VI1I-IV.: - ORCANIZATIONS AND ROLES 1N VIMUS

A. MARKET ONDER RECULATION (MOR) B. UNERCIAL OPERATIONS (CO)

vyinoR

Dax1A BOAND OF DIRECTORS
RECI1ATORY OVERS ICHT

AND SUTEAVISiON - 711 voLicias
[ 1T} - OPERATIONS CVIDELINES

CEBCUTIVE COMMITTER

Anslyefe, plonalng, CENERAL MAMACER
Sudgeting, Mosttoring

Bvaluat ion C sl Admimietrative

" ENTERPRISE RELATIONS -

MARKETING CONTRACTS. PRODUCER
SEAVICE ACREEMENTS

sad plasaing eversight;
Budget lmploweatstion

Operatjons . Narkat ing
noey Services

Producer
Services

Henagamsst by Product Limes

Benanss
- Crepelrwit/citeus
’ - Cocoa

=~ BRaotice (psssion, avecado etc)
~ Cocosmt
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VIII-III: SOURGES AND TYPES OF CONTRIBUTIONS
IQ ESTABLISH AND IMPLEMENT VIMOS

GOCD IN-KIND AND SERVICES CONTRIBUTIONS, through:

1. DBMC ASSETS (in exchange for shares in Vertically
Integrated Market Ordering Enterprise-VIMOE):
- Physical infrastucture.
- Management and operations knowhow for vertically
integrated marketing.
- Operating systems, perscnnel, goodwill.

DEXIA CAPABILITIES:
Approve, Assist, Monitor and Evaluate Execution of
Commercial Operations Guidelines and Market Orders.
Provide Market Intelligence.
Provide Analytical Capability (economic analysis of
markets, prices, supply/demand).
Carry Out Test Marketing and Provide
Storage/Warehousing Facilities.

- Access Technical Assistance in Marketing.

MINISTRY OF AGRICULTURE (MOA):
Provide backstopping and support services to
production subsystem: plant material; access to
subject matter specialists (via CARDI, UWI, etc).
Supervisise/monitor private sector crop specialist
services and other specialist services.
Prepare and distribute audio-visuals and extension
materials.
Oversee compliance with sanitary controls and
requlations.
Supervisise/monitor land/water conservation and use.
Provide crop promotion/publicity.
Test/demonstrate appropriate equipment/machinery
testing/demonstration.

OTHER CONTRIBUTIONS VIA CABINET/PARLIAMENT AND OTHER GOCD
OFFICES.

a. Legal arrangements for:
- Establishing VIMOS and VIMOE.
- Authorizing DEXIA as the regqulatory, approval and
supervisory agency for Market Orders. _
Resources (manpower, financial, etc.).
Promotion, public education.




CONTRIBUTIONS (yr. 1l: US$1.0 million)
(yr. 2: proposed USS$1.0 million)

GOCD-CONTROLLED FOREIGN EXCHANGE (yr. 1l: US$1.0 millien)
(yr. 2: USS1.0 mxlllon)

- Equlpment for diversified crop production, processing,
marketing (PPM) system, including VIMOE and the Cocoa
Fermentary and Marketing Enterprise (CFME).

Contract management for:

a) VIMOE.

b) CFME.

c) Trust ownership account (see below).
d) Revolving funds (see below).

CONTROLLED LOCAL CURRENCY (yr.l: ECS$2.7 million)
(yr.2: ECS$2.7 million)

GOCD equity participation (i.e., purchase shares) for

operating/working capital in:

aj VIMOE.

b) CFME.

Initial contribution to Processing and Marketing

Diversification (PMD) Fund (See V,B, below).

Initial contribution to Diversified Agricultural

Export and Food Security Production and Productivity

Enhancement (PPE) Fund (See V,C, below).

Analyze, develop and implement an Agricultural Export

and Food Security Diversification Program (ADP).

MOA budget enhancement for implementing ADP program.

Plant propagation station rehabilitation (perhaps as

part of ADP program (funds could flow through PPE

fund) .

Site, equip, construct and provide start-up capital

for CFME (funds could flow through PMD Fund).

Planning and start-up capital for VIMOE (Funds could

flow through PMD Fund).

AGRICULTURE VENTURE TRUST (AVT) CONTRIBUTIONS

1. Temporary equity shareholder (34%) in VIMOE.
2. Temporary equity shareholder (39%) in CFME.

OTHER DONOR CONTRIBUTIONS (CIDA, U.X, EEC, etc.)

Technical assistance.

Training.

Equipment and construction.

Marketing contracts.

Local currency enhancement of PMD and PPE funds.
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VII-Il.: - OWNERSBIP AND ORGANMIZATIORAL STROCTUREZ OF VIMOE®

Shareholders: T —
SUCKSTER ASS'B (RA) : PRODOCIR COALITION | AGRO-TIDCSTRY

Initial Owmership (rc) | (a1)
i, COOD - DXLA: M i
3. Trustee for: ‘\ I

M - 202 ' Mg N ? ;

wim | =

Al - 15% Trustee Agriculture Veature Direct ' v
C. AVT - N1 . Sharsbolder Trusc (AVT) Purchases

\ b Teaporary Equity !

D. AI- s2 \\ Sharaboldars , | .
Yinal Owmership )
A. COCD - DEXIA 302
5. R - 202
C. rc - 301
D. AI - 202

SOARD OF DIRECTORS

“ A. 0OCD: 3 |
- DEX1A: (1) BOARD OF DIRECTORS

- WoA: (2) ( '

i

5. W (TRDSTEZE): I

C. Pl (TROSTEE): )

[IF MARKET YOLOME OF ONE CROP KICEEDS
’ JOT TRAT CROP ELECTS OWE

; DIRECTOR (e.g., BARANA THERD BGA)| EXBECOTIVE COMMITTIR ,
D. AI: 2 (CO® -~ | Reyp)
TROSTEE: (1) (Al - | Rop)
DIRECT OWWERSEIP - (1) (PC - | Rop)
[p PURCHASE YOLOME BY ONR

AGRO-THDOSTRY, EXCREIDS 50, THAY
Al ZLECTS ONT DIRRCTOR.

I. YDOT (Gensral Masager): 1
7. TOTAL = 1] DIRECTORS

NARACDMENT DIVISIONS

Production
Servicas

Markating |Operatioms

PFrodect Lisse Managemant ]
© Bansnas

Cocos

Grapefruit

Cocoamt

Ixotics

® QOCD receives shares in /IMOL {n exchenge for io-kisd and cash transfers
to YINOZ, aa follows:

A. Prom DRMC assets:

1) Physical i{nfrastructure (s.g.. buying depots. vehicles, office equipmest).

1) Operaticsal tnov-bow in vertically iategrated systems.

J) Persocusal and operating systems.
3. FProm EST and other donor comtributions:

= PYorsiga sxchangs and local carTency geseratioms from ESY (cash costributfina).

#*  Part of COCD shares ars transferred to & trustes shareholder, for beoefit of the

Suckaters association and producers coalitios, who gradmally psy for shares throwgh

Ce Nt AP B e e, ST at a CES8.
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VIII-V.: SPECIAL FINANCTAL ELEMENTS OF VIMOE

OWNERSHIP TRUST ACCOUNT (OTA)

1. Purpose: Serve as depository and manager for VIMOE (and
possibly CFME) shares to be purchased by diversified
(private) shareholders.

- i majority ownership of shares in VIMOE and
CFME to qualify for AVT participation.
Heold shares in trust for benefit of proposed
diversified (private) shareholders of VIMOE and CFME.
contract with VIMOE, CFME and proposed diversified
shareholders for collection and reception of share
purchase CESS (i.,e., 5%-10% of volume of business
done with diversified shareholders).
administer CESS income for benefit of proposed
diversified shareholders:
a. buy AVT shares.
b. Pay GOCD for shares transferred to trust.

Trustee Options:
International Commercial Bank.
NDFD.
Regional Organization.
Individual.

GOCD Role:

Transfer to trustee ownership of a majority of total
shares issued by VIMOE and/or CFME, (from shares
received in exchange for in-kind and cash transfers).
Receive promissory note from trustee in name of
proposed diversified shareholders, with pledge of
income shares as security for repayment to be
amortized from CESS based on specified formula.
Facilitate sourcing disaster insurance to cover Acts
of God.

PROCESSING AND MARKETING DIVERSIFICATION (PMD) FUND.

1. Purpose: Revolving fund to receive and disburse funds to
cover costs of private sector-based, vertically
integrated diversified market ordering enterprise (and
for subsidiaries or related enterprises such as CFME)
feasibility,analyses, planning, design and start-up.
Eligible costs would be cash flow deficits prior to
reaching breakeven volunes,
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2. Initial Funding: ESF local currency.
3. Continuing Source of Funds: '
a. CESS (5%_20%) on all sales to and purchases from
VIMOE, e.g.,:
- Sales by farmers.
- Purchases by fresh exporters.
- Purchases by processing firms.
b. Future contributions by external donors, GOCD.
4. Governing Board: one representative each from:
-VIMOE
-DEXIA

-GROWERS COALITION.
PRODUCTION AND PRODUCTIVITY ENHANCEMENT (PPE)FUND:

1. Purpgse: Revolving fund to receive and disburse
resources to cover costs of a production-based
producer assistance program to increase diversified
(both for export and for internal markets)
agricultural output and improve their productivity.
Eligible costs include plant propagation materials,
tree crops rehabilitation, new plantings and
maintenance costs until harvesting begins, production
services (e.g., technology transfer, spraying,
pruning, harvesting, breeding stock supply, etc.).

2. Initial Funding: ESF local currency.
3. continuing Source of Funds:

a. CESS of 5%_10% discounted from all sales to VIMOE
and CFME by assisted producers.

b. CESS to cover all inputs and services costs after
harvesting begins.

c. Future contributions by other donors, GOCD.

4. governing Board: one representative from Producers
Coalition; two representatives from MOA.

PRSI
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COCOA FERMENTARY AND MARKETING ENTERPRISE (CFME) OWNERSHIP
AND OPERATION OPTIONS TO BE CONSIDERED.

A. Option One: 1) Initial site, construction and equipment
provided by GOCD, using ESF resources for cash costs, 2)
GOCD signs long term lease (e.g., 99 yrs.,) with VIMOE to
manage and operate the facility, with start-up
operating/working capital coming from the PMD Fund.

B. Qption Twoe: 1) Initial site, construction and equipment
provided by GOCD (using ESF Funds for cash costs) to VIMOE
in exchange for VIMOE shares, 2) CFME constituted as share
company with VIMOE as majority shareholder, 3) AVT becomes
temporary equity investor/shareholder to provide start-up
operating/working capital, 4) cocoa producers form an

. Association and establish a CESS on sales of cococa to CFME

to purchase the AVT shares.




XI. SUGGESTIONS FOR USAID ASSISTANCE,
A. strategy

Given existing pressures on traditional markets and the
coi:ziderable competition faced in most non-traditional markets, the
US:ID strategy should recognize that there are limited prospects for
rapid transformation. Rather, the strategy should be to assist in
1) retaining traditional products and markets to the extent that
improved productivity permits, and 2) in achieving steady growth
over the longer term in non-traditional and specialty products and
markets.

More specifically, the conclusion to be drawn from the
preceeding assessment report is that USAID assistance should support
the GOCD and private sector in motivating farmers to ghift their
focus, and a greater share of their land, labor, capital and
nanagement resources, from export bananas (currently a sure thing)
to other export crops (currently ripe with uncertainties and
risks). That can be achieved by making non-banana processing and
marketing sub-systems competitive with the banana marketing
sub-system, in terms of producers’ 1) ease of market access, 2)
relative price levels and stability, and 3) risk levels. Only then
can one expect farmers to shift a greater proportion of their
attention and their resources to other crops.

To make the non-banana processing/marketing
sub- systems competitive Dominica needs external assistance in
implementing the following:

1. Institutional

Organizational restructuring and staffing required to
achieve vertical inteqration and market order in the system from the
farm gate through wholesale in a way that permits effective
management of the market-dictated relationships between fresh and
processed supply and demand, and efficient provision of a range of
PPM services that are amenable to economies of scale and specialized
management.

2. Functional

In order for organizational restructuring and
staffing to achieve its objectives, attention must be given to
improving the following interactive functional areas: a) reduce
unit costs of production while improving product quantity and
quality, b) improve post-harvest handling to reduce handling costs
and to preserve the quality produced, c) improve quality and
efficiency of both internal and external transportation to reduce
costs, and d) improve timeliness of supplies to be more responsive
to market signals.

Although quality control begins at planting time, and is a
function of production technology and production management untii




harvest, the rest of the PPMC system can preserve the value of the
quality produced. Thus, if a quality product can be produced, the
marketing system must be able to preserve that quality as the
product moves through the system as well as send appropriate price
signals back through the system to the farmer so he knows that high
quality production is rewarded and low quality is discounted.

When the elements of the system from the farm gate upward
to the final market can properly handle and aggressively sell
quality products, the farmer then can be expected to not only
accept, but seek out, technical information and technological
changes that improve quality. Thus, alleviation of constraints in
the marketing processing sub-systems must be achieved before (or at
least parallel with) efforts to improve on-farm quality.

B. specific Areas Recommended for Assistance

High priority assistance needs aimed at alleviating
constraints that cut across diversified product lines are
recommended below in order of relative priority.

1. Market ordering and Marketing technology -
Vertical integration of output marketing, input
marketing and other farmer services, including
technology transfer:

a. Technical assistance for the design and
start-up of a vertically integrated market
ordering system and enterprise (i.e., the
proposed VIMOE) and VIMOE:;

b. Management assistance during start-up:

c. Equipment;

d. Management and technical traininé.

5. : . Mechani . ' La) Product ivi
- Testing and demonstration of equipment and tools
appropriate to small and steep slope farms:

a, Technical assistance:

b. Demonstration equipment.

men d

Support

a, Farm management training for agricultural
technicians and professionals:;

b. Farm management skills training prégram for
farmers and farm youth:

-




c. Marketing, financial and business management
skills training for marketing and processing personnel

d. Processing operations management skills training

e. Technical assistance and management contracts
through IESC and Project Sustain.

Capital investment

a. Multi-purpose access roads

b. Equipment and start-up of cocoa fermentary.
c. Appropriate production equipment/machinery

d. Off-shore short-term training and apprenticeships
Land Use and Conservation

a. Technical assistance to review data and mapping
base for identifying on-farm land use suitability,

and assistance in generating any further data and
maps needed. .

b. Technical review and dialogue on pros and cons
for options in land use policy instruments

Market information - additional technical assistance

and training.

A few crops with especially attractive comparative advantage
and market niche potential, especially for export but alsc for the
internal market, should be selected for assistance.

1. Cocoa ~ for high flavored guaranteed markets, in
production, processing and marketing activities. This may
require short-term technical assistance, resources for
construction and start-up, and management training.

2. Passionfryit -~ there are both préduction and marketing
problems to be solved. Needs are for short-term technical
assistance and training.

3. Avocado and Mange - Improved cultural practices and market
development. Short-term technical assistance and training are
required.




4. i : ! e.g., organically-grown
products, exotic and fruits products, unique
flowers/ornamentals:

a, Market and production analysis

b. Identification of and encouragement to product
"champion(s)™"

c. Start-up short-term technical and management

assistance
S. Training of crop specialists and farmer assistants
for crops selected.
6. Specific Import Substitution Opportunities
a. capital investment in breeding stock (goats,

sheep, pigs, cattle).

b. Technical assistance in organizing MOA-assisted
farmer-owned breeding herds and distribution systenms.

C. considerations related to sources and apblications of
USAID resources.

‘ Only limited USAID resources are available for
assistance in the recommended areas. Additionally, it is not

feasible for USAID to initiate new projects because of present and
even more severe future staff limitations for project management.

In terms of USAID resources, except for limited
country specific resources now committed to regional projects (e.g.,
Agricultural Research and Extension = AREP; Tropica Produce Support
- TROPRO; Agriculture Venture Trust - AVT), the only other funding
that may become available in the short-term to assist Dominica in
its agricultural diversification efforts ars USS1.3 million of
Economic Support Funds (ESF).

If the USAID and the GOCD were to agree, these ESF
funds could be targeted to determine feasibility, carry out design
and provide start-up resources for the proposed VIMOS and VIMOE, as
well as to fund other activities recommended in previous sections.

Local currency costs involved can be budgeted from
ESF funds by the GOCD. However, since it is proposed that the VIMOE
be a majority private sector institution, it is likely that special
legislation would be required, e.g., establishment of the proposed
PMD Fund that can be utilized by the VIMOE to pay initial start-up
costs.
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Foreign exchange needs such as short-term technical
assistance, commodities procurement and off-shore training, as well
as some local currency inputs such as in-country training and,
initially perhaps, local short-term professionals (crop specialists
and some local management expertise) could best be managed within a
project context. This could assure maintaining focus, timeliness
and complementarity.

In order not to add to the USAID project management
and administrative burden, it is recommended that these resources be
channelled through OECS/ADCU the TROPRO Project, given the high
correlation between the purposes and ohjectives of TROPRO and the
recommended areas for assistance to Dominica in improving the
diversified crops PPMC system.

More specifically, the purpose of TROPRO is to
increase "capacity to produce and market non-traditional
agricultural export commodities through provision of supporting
infrastructure, technical assistance and hands-on training.
Specific Project foci address: 1) product quality and quantity, 2)
post-harvest handling, 3) transportation, and 4) market knowledge.
This purpose and foci correlate well with the high priority
production and marketing linked diversification problems and
recommended solutions indicated in this assessment.

General categories of ESF resource needs for
Agricultural diversification purposes are estimated as follows:

—Uss

GOCD local currency transfer to
proposed diversification financing
(PMD and PPE Funds) 1.0 million

Projectized funds to OECS/ADCU
under TROPRO

a. Short-term external and local
technical assistance (for
feasibility, design and
initial start-up) 100,000

Technical and management
training 80,000

Field operations 80,000

OECS management and local
operating costs 40,000

TOTAL: USS$1.3 million







DS 1-
DOMINICN: STRCTURE ND PERFCIVCSE OF TR MATIONAL v
{Estimted)
1998 1906 1987 1969 1999 1990
1. Population (estimated) 93,000 05,000 $7,000
. 2. teonmically sctive :
ulation (BAP) 40,000

. Corin B3 M at
conscant fector cost
and 1977 peices 110.0 117.8% 128.% 1X.4 133.%

- 4. Mricultural ssctoc
contribution to GP(N) an.9 3.3 D) ». .3 .0

S. Onmmployment (% of BAP) 20.0 10.0

6. Mslance of visidle trade (BCSIN)
- 7.8 117.2  129.6 1%.0  121.7 188.2

Exports
- Imports 14%.4 150.7  179.2  23%.) 249.) 0.8
~  Mlance of trade {=72.6) (=31.5) (-49.6) (-86.3) (-167.4) (-1%2.3)

7. Net peivate transfers and
(as § of GOP) 6.6 8.2 8.8 8.0 12.) 13.3

8. Conmumer price index
(anrual § change) $.¢ 3.0 3.0 1.8 6.3 3.0

9. Extermal public deie
{0B8 "t at end of year) a7 4.0 .9 4.4 .6 7.3

10. Dabt service/esport of

qoods and WS 0.2 9.1 1.4l 11.4 11.)
11. hblic sector curreamt
finances (308 W)
« Qirrent ceverom
(encloding grants) 199.6 1.0 162.4 170.¢6 172.0 1,7 .

12. Rdlic sector
Capita) expanditures 4.0 n.? $0.3 76.¢ n.7

13, Poreign gramts
« Kinillions »n.4 19.1 5.0 2.3 2.3 2.9

- AS 8 “ ” D.‘ so, ’.’ s.. ‘.’ ‘.,

14. Concessicnal deie (as ¢
of total nJI ns Q.3 ”§.5. %3 %.5

- 15. Comercial bamk deposits 140.3 171.8 208.0 MN9.7 269.4
16. Comercial bsak logne 078 18,7 100.8 143.5 19,1

- ’ 17, Commetcial bank loans
syriculture/fishing

(S of toeal) 4.4 2.4 3.0 3.1 3.0
18. Mol per capita QP

(ml ‘ M) ‘0. ‘.. .-0 .105
19, Per capital @@ I3 3,90 5,144

20, minimm wege (3C8/dey) 16.00 .

2. Rolic ssctor _
irvescasnt (Vof GEP) 166 107 13,0 131 A3 189

74 Prepared by the author from official and anofficial eources, April, 1991,
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IOTNIQ: ESTDATYD LAND OSE BY CROP

B TR I - —
oroes 988l 1990 2/
1. Coconut 16,000 19,000 |
20,000
2. Bananas 15,000 13,000
3. Grapefruit 3,118 2,875
4, Dashee, 2,500 3,14 °
5. Oranges 1,400 1,150 -
6, Limes 1,200 720
7. Tannia 1,100 1,100 *
8. Mango -893 900 -
9, Coffee 600 600
~ Seberica (202) (270)
~ Arabica (398) (330)
10. Cocoa 450 400
11. Avocado 350 230
12. Bay 0¥ 2,000
13, Plamain 250 450
14, Passionfruit 150 273
15, Pumpkin 126 N/A
16, Cassava 7,100 100
17, Irish potato 25 3
18, Rot pepper 25 N/A
19, Yam N/A 1,055
20, Sweet potato ’ N/A 200
21, Ortiniques N/A 152
22, Anthuriums N/A 150
23. Tangerines N/A S0
24. Ginger N/A 13
25. Lucky Lily N/A 10
26. Aloe vera N/A 110
(Cereal grains) N/A N/A
27, (Sugar crops ) (Estimated at 100)
(Lagume crops )
28. Other crops ¥ N/A N/A
(Estimated at 350) -

29. Gross acreage in crops: 41,784 to 52,946 acres (1988 and 1990
estimes respectively).,

V CECS, “The Windward Islands - Aaricultural Profile of
Daninica tor 198E°
r Ynformacian gathered by Dr. Clarence Dunn, FAO expert

assisting the GOXD in the preparation of their

Agricultural Sector Plan for 1992-95, April, 1991,

3 Minor or unspecified amounts of the folloving crops
2180 are produced: Other fruits and vegetables, other
flowers/foliage, spices such as cinnamon, cloves,
nutheg, vanilla, etc. 1 9

& 300 acres (although considered to be low) probabl

refers to acres harvested, while 2,000 acres is the

estimted Gross area with bav trees,




Lard in farm
wnber of farms

Major Crops

8. Coconuts

h. Bananas/plantain

¢. Grapefruit

4., Bay trees

e, Other permanent crops
{. Poots/tubers

9. Other ssdscnal crops

GCross acreage 10/ farwed

© gstimited net acresqes farmed
a. Intercrooped 3/ 14,2%
b. . bure stands 3/ (not multi-cropped) 8/ 8/ 10,400

c. bure stands 2/ (multi-cropoed! : 380
“otal net acreae 11/ farmed 25,000
Porests, unutilizedlands and wastelands in farms 15,000

Tocal land in farms 40,000

Prepsred by author based on official and unofficial
sSoUrces, m‘lo 1991.

Prom table compiled by Peter Oldham, WO, Dominics, April,
148} (derived from Mational Parss Megister).

*Interctoppad® mans tWO Of mOre crops interspersed within

the same land ares. ‘
‘Milti-cropned® seans short season ctops planted amxd

intetcropped.
am of acresss planted to each
vithout adfustaant for intercropping.
® {s the aectual land surface covered by all
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- OMINIO\: APPROKDOEE LND DISTRINUTION BY CORRINT NO IREFERRED 052 L/ -

Acres

Total lard mass

A, Qurent situation

1.

L in farem

a rotincros?
b. Planted to permant and mascnal crq:l.y

Land in Porest Ressrves/Naticnal Parks

Other forest veaetation

{includes wastel and aveas covered bv water)

Preferred use tased on suitability

Porest/Conmrvation Ressrve/National Parks

Other conservetion ums

anomd prodrtion forest
Actual and projectad urben/ssttle! uses
Other (includes wasteland and aress coversd by water)

Prepared by archor in Apcil, 1991 tased on official and unotficial
murces, sspecially the draft *Asssssnere of the Mricultural Sector of
the Camcrwmalth of Dominics, Ministry of Agriculture® (writtan b/
Rmymond Austrie), Jamary, 1991,

frem Table 3.




TR 5~ DONDUCK: BSTINTES OF LAGDS IN FANS BY DISTRICT,
TARERE, NRICE ND TBEE, 19% L

SNLA-COMED aLY Gemp eNTED SOUATTED onER

Dimtrict M. Digrie No. District No. District No, District Mo, TOTAL
Percel Acre Parmars Bag Acre Parwers Parcel Acre Parmers Parcel Acre Parwers Parcel Acre Pammers ARENGE
1. 45 1,028 295 o 2% 442 0860 308 L & L, 13 12 | K 12 2,833
2. %8 L1752 W W4 WL 6 1% 25 1IN 18 45 17 9 2 9 2,894
3. @4 1,64 3P 4% 1,47 B 3% %01 277 6 260 57 % I -3 4,035
. 205 TH N 2 s 2 B3 1 2 3 1 457 1,558 a3 2,34
S. 412 1,15 P 163 51 133 169 S87 169 98 26 8s ! 1 1 2,842
: 6. 137 P 9N N 106 » 7 e 3 16 65 16 e 3 67
7. 218 1,046 178 302 44 1M 7 N¢ 61 61 147 o 20 & 1) 1,89
. 2% 32 163 M M In s2 e © s 18 21 10 2 1,05)
S. 37 44 162 299 N6 10 155 168 122 93 103 ™ 4 4 4 1,004
10. 02 153 20 M 157 s13 T m 2z n 1? u 2 k1] 2,122
1. 18 S5ST 110 117 S % 151 e 1M ¥ N N 6 s 6 1,%04
12, 329 1,08 29 25 S09 233 01 34 264 165 286 140 a o 18 2,240
13, 155 1,142 133 W™ M1 A 51w » 7 e » 22 966 18 2,85
1. 175 %10 1Y 183 e 1S 2 s 2 2 e n 2 3 2 2,380
15. & 0 U 0 U5 2 x 1 a 32 4 2 [} 647 ,
1. 16 8% 170 14 @ 18 i 1n © 23 @ 2 ‘ 1,6% ;
17. 290 1,049 168 363 8% 269 » 14 (% 6 10 6 7 6 s 2,102 |
18, 163 €M 116 170 &6 128 100 1,050 ”2 - T 3 19 2,106
15, 227 817 100 227 4% 1% 14 ¥ 148 102 405 [ 23 32 2 2,342
2, 1535 M W A M B “ o “ 1 1 1 T B 7 688
= Toials: . .
4,97 16,7723 3,396 4,192 10,400,) 3,063 3,006 6,630.9 2,419 86 2,843.1 47 683 3,553.9 427 40,250
7 Percentage: 4N 3% BB M 16 2= ) L) N « 1008
i Total plats 13,744 Mverage farm size 18 4.0 acres

Tota) acreage 40,250 arres Average plot eime s 2.9 acres
Total farmers 10,052

Yy Source: Data compiled by Peter Oldham, HID, bessd an National Parwer Register.




Size category Parms AcTeage
Average -
Number | Actes v famm size .

less than 5 acres?/ 7,900 79 14,000 35 1.8

S to 20 acres 2/ 2,000 24 16,000 50 8.0 v

20 to 100 acres?/ 90 0.9 4,800 12 53 )
. 100 to 1000 acres 3/ 10 0.1 5,200 13 520

over 1,000 acres 3/ 0 0 0 0

TOTAL: 10,0002 100 40,000 100 4.0

. also is assumed that subsequent sub-divisions and consolidations of

DOMINICA: APPROXTMATE LAND IN FARMS - PFSTIMATED

[J -

TABLE 6:

Based on 1976/77 agricultural census Jata, vith adjustments for changes
to date based on opinions of knowledgable persons.

1974/77 agricultural census showed 7,322 fams of which 5,940 were under
5 acres in size. It is estimated that another 2,000 farmers have been
settled on former estates with an average size farm of 4,00 acres. It
farms have been approximately equal,

Based on information from knowledgable persons in Daminica.




TABLE 7-

DOMINICA: GROSS DOMSTIC PRODUCT BY ECONOMIC ACTIVITY, AT PACTOR COST
1o Constant Prices (EC$ million), 197 ¢o 1989
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TARLE 8-
DOMINICA: PERCENTAGR SHARE OF PRINCIPAL DOMESTIC EXPORTS, 1975 ~ 1989
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TABL? 9 - DOMINICA: CROP PRODUCTION AND OSE, 1988 (Tonnes)

Commer - Apparent
Presh or clally Internal
Cottaqo Processed Consumption
Total for and

Item Prod)ctim for .t_:g
(8) ;ﬁg Yy (%) WS‘I %) (%)
1. Permanent Cr
x. Triaiticnaf

1, Banana 75,000 72,284 96 - 2,716 ¢
2. Bayleaf 2l - 21 100 -
3, Cocoa 569 3 1 6 | 560 98
4. Coconut 38,000 225 1,844 1,000
5, Coffee 595 2 13 580
6. Grapefruit 21,179 1,266 3,940 6,400
9,573
7, Lime 5,870 87 220 1,500
8, Orange 5,771 221 - 2,900
9. Plantain 6,217 1,032 5 5,180
o 10. Tangerine N/A 6 N/A N/A
- 11. Other Citrus N/A 1 N/A N/A
B. 1. Avacado ' 3%8 107 . 251
2. Breadfruit 173 39 ' 134
3. Cinnamon 13 -] - 8
4, Cut flowers N/A 4] N/A N/A
S, Mango 4,374 81 4,293
6. Passion fruit 1,250 6
7. Paw paw (papaya N/A 3
8. Pineapple /A 2 N/A N/A
9, sorrell N/A 1 N/A N/A
10, Other fruits N/A 3 N/A N/A
11, Other spices N/A 2 - -
12. Other flowers N/A 142.0

II. Roots and m;s

A. Cassava 600 1 - 843
B. Dasheen (50%) 14,106 - 370 - 13,736
. C. Irish Potatoes 175 0 - -17%
D. Sweet Potatoes 1,732 4 - 1,728
E. Tannia (508%) 4,516 66 - 4,450
P. Yam (50%) 6,300 53 - 6,247
« G. Other Roots/Tubers N/A 3 N/A N/A
1I17. Vegetables
A. Cabbage 944 1
B. Carrot 419 1 - 418
C. (hristophene 128 47 - 8l
D. Cucumber 1,880 (1987) 8 - 1,872
E. Ginger 203 15 - 188
P. Lettuce 128 N/A - 128 -
G. Okra 3 N/A - 3




TABLE 9 CONT'D:

CROP PRODOCTICN AND USE, 1988 (Tonnes)

S

.Presh or variety
Cottage- for
Rt =
ume (V) e
N/A -
1 59.0
85
1 N/A
10 -
2 N/A
1 N/A

of Agriculture

24690

Total

Item production

H., Peas/heans <0

1. Pepper (Fot) 125

J. Pumpkin £85

K. Tamato 184

L. Wwatermelon 195

¥, Other Seasonal crops N/A
v, Edinle nuts ’ N/A
v. Animal products

Fish 477

poultry/meats g8 (1987)

Beef 423

Pork 420

Sheep/mutton 132

Goat/mutton 204

Fogs 325

Milk 244
source: Draft *pssesament of th2 Agri

(written by R.

Apparent
Internal

Consusption
and

waste

(8) e

ag
65

183
9.3
N/A

N/A

cultural Sector of the GOCD,* Ministry
Austrie - Jamary, 1991.




_ TABLE 10
DOMINCIA: PRINCIPAL DOMESTIC KXPORTS, 1975 - 1989 (BC$ 000'S)
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crop2/

OWDNANS W
.

t at bud
~ -
. ] L ]

13.
14.

158

Bananas
Grapefruit
Lime

Mango
Dasheen
Tannia

Sweet Potatoe
Yams

Pumpk ins
Avocado
Sweet Orange
Piantain
Total Fresh

Total Presh

Distribution

by destination

v
kY

Souroe:

TABLE 11 - DOMINICA EXPORTS OF FRESH PRODUCE *

BY TION,
Rest of
Prench West Car {bbean United U.S.
Indies {incl.PR) Ki Vvirgin Islands Total
Tons Tons Tons >e 3 Tons e ] Tons oo ]
000°'s 000°e 000°s 000°s 000°'s
19 19 628 597 62 .2491/ 89,068 69 66 72,204 103,654
a82 a79 145 134 239 192 8 3 1,266 1,165
40 80 38 64 9 13 S 7 87 157
3 S 60 99 13 21 1 1 a1 136
18% 270 150 211 33 39 111 155 kL) 497
20 41 44 94 1 1 4 9 66 137
1 1 2 3 1 1 1 1 4 5
10 14 42 90 1 2 11 21 33 116
kT 45 47 53 4 4 14 13 85 102
[ 11 9% 154 6 9 1 1 107 174
155 277 € 103 1 2 1 1 219 38)
69 9K 807 1,066 156 174 11 14 1,032 1,335
1,517 1,856 1,970 2,904 62,095 20,375 287 357 76,185 109,109
1,498 1,837 1,342 2,307 646 567 218 291 3,901 5,455
36 k] 3 42 17 10 A S 9% 9]

In addition 9,319 tons worth PC$13.1 million were exporteqd to Italy.

Minor amounts of breadfruit, tannia -nti dasheen were exported to.North America (Pr$1,600.00); alao
anthurium and other ornamentals were exported to North America worth (about PC$55,000).

2469h

Central Statistics Office.




TELZ 12 DINTCA: MPARISN OF COANTTIY AD VAR OF DEONTS
WITH (OOA, PROCUCTION OF LIVESTORX PRODUCTS, 1988

_Isporead’ Lecal Production &

Quaneity  Value Quamtity Total
(tonnes) (X3)  (tones) v DommicV

Soamgtian
(torrms) (%)

Beef

Milk (fresh, poudered,

evzorated, condensed,

other 1427.1 5,410,668
Bucter 4.8 157,908

Other Dairy Praducts
(chrese and curd) 170 1,149,870 0

Pork (fresh) 18.9 70,781 420

mtton - sheed 6.7 84,27 132.0
- “ o 0 83.9

Pauitry (dexd 2,269 6,54, 18.0

Bygs 0 o 325 100
(308,000 deczen!

Meat preparstione

{bacon, ham, sssEe

®e.) Ms.7 2,109,517 10
TODL 4,24.7 13,964,067 1,061.8

roe:  Cantral Seatistics Otfice.
ree: Mindstry of Agriculture Animal Prodrction Onit

Y su
Y su

6%




DULZ 13 AWEXE NG FRICES FOR DONINTOL
TP T U.5. DEOS FION LATIN MR,

(FRICS QUUTSD IN XC3/13)

1984
1. C? green wnlesale orice
& UK, entry port 9.7
2, PBorice received by
BMC 0.42
- mark=p for shipper (%) 88
1, Gross price to Qrowers
(before discounts for
ssrvices) 0.22
- mark=-p for markecers (3) 0
4. Nec price received bw
growers (after discounts
for services) 0.14
- mark-p for services (§) 57
S. CF green wholesale price
& U.S. entry port
(fram Latin America) 0.45
6. Premium paid by U.K.
(as ¢ Of U.S. price paid) 76
Souree
6%

1986 1987 1988 1989
94 104 1,08
659 0.6 0.6
9 & 7
0.31 035 0.% 0.3
%° M6
0.17 0.9 0.8
Q s 100
0.47  0.46 085
10 126 9%

Basd n data from IMP Staff Report for Daminica, November 30, 1989,




APPENDIX A: TARLE 14 - COMPARATIVE COSTS AND RETURNS
YOR SELECTED CROPS PER ACRE OF PURE STAND - PART 1
(Ec3000)

(YEARS 1-3)

Annual Costs and Net Income 3/

Year One Yeatr Three

Start-up Yre to
Uselul Invest - ful) Groas Net Gross Net Gross Net
Life aent prod. ECS Price Costa Yield Income Income Coate Yleld [ncome Income Costs Yieid Ilncome Incime

Banana 5 yre 3¥/in 4.4 5.6 4. (0.3)

Coconut .
(Dry/Ruchketer) I0syre 25¢/1b 0 (] (0.0)

Grepelruit (Yes 182)
a. Presh mkte I0¢yre 25¢/1b 1] [} (.7

b. Process mkte 30¢yce 7.5¢/1b 0 [}

*
(Yre 142)
Avocado 30+ 6)¢/1b (1] 0

Cocoa 2.20/1b
(Rehabilitated) ary

Dasheen 30¢/1b
Ginger 75¢/1b
Cucumber 70¢/1b
Tomatoes 1.50/1b

Paseton fruit 37¢/1b

Sources: Cost of production and Returnse for Selected Dominican crops, by Raymond Austrie,
Statfstice Unit, MOA, 1988
- Draft Coot of production of major tree crops in Dominica, January, 1991, by
Peter Oldham, BDD
- Bconomic appretiasal of cocoa production in Eastern Caribbsan, prepared for AID
a~" ©ADP by Max Bade, 10/19/9%0

1/ 1n year of - . production
2/ Lite of ctop (or 21 yeare Cor longer life crope}
Returns to land, management and capital, plus profit.




Yeatr Four

CUMPARATIVE: COSTS AND_RETURNS

POR SELECTED CROPS PER ACRE OP PURE STAND = PamT 17V

(ecgnoo0)

(YPARS 4-7)

Annua)l Coets and Ret Income )/

Year Five Year Sin Year Sieven Annual
L.ahory
Gross Net Grors Net Grossg Net Gross Net Recuit 1t IRR
Crop Costs Yield lIncome lIncome Costs Yield 1Income lIncome Costs _Yield Income Income Costs  Yield lncome Income (e (0 2/
. Ranana 4.1 a.0 5.8 1.7 3.8 4.4 0.6 Repeat Yr. | Repeat Yr. 2 104 60
2. Coconut . (Year 7) {Year R}
(Dry/Muckster) 0.4 ns 0.3 t0.1) 0.4 0.6 0.5 (L ] 0.7 2.2 1.2 0.5 1.2 5.0 2.8 1.6 n n
3. Grapefruit {Year $) (Year 6} (Year 7} {Year 8}
a. Presh mhts 0.6 1.7 1.0 0.4 [ | 5.2 2.9 1.6 1.9 8.7 4.8 2.9 2.4 11 6.2 }.8 66 47
b, Proceas mkts 0.4 1.7 0.3 (0.1} n.? 5.2 0.9 0.2 1.n 8.7 1.4 0.4 1.3 1.3 1.9 0.6 24 i
4. Avocado 1.2 ). 2 4.4 3.2 1.5 4.8 [ 5.1 1.8 6.3 R.8 .0 2.4 9.5 1).2 10.8 10s 9
%. Cncos 0.4 56410 1.2 a.8 0.5 BRAOMIL 1.8 1.3 0,5 8dbdIL 1.8 1.3 0.% B0DIDL 1.8 1. w 20
(Rehabii litated)
6. Dasheen - - - - - - - - - - - - - - -64 -
7. Ginqer - - - - - - - - - - - - - - - - 130
8. Cucumbhet - - - - - - - - - - - - - - - - &0 -
9. Tomatoes - - - - - - - - - - - - - - - - 63 -
10, Passlon fruit 2,0 5.0 4.1 2.1 2.0 4.0 3 1.3 Repeat Year ) Repeat Year 2 6) -
Sources: Cost of production and Returns for Selected Dominican crops, hy Raymond Austrie,
Statistfcs Unit, MOA, 1988
- Draft Comt af production of major tree crops In Dominica, Januvary, 199}, by
Peter Oldham, RADD
- Economic appraisal of cocoa production in Eastern Caribbean, prepared for AlD
* and PADF hy Max Rade, 10/19/90
1/ 'ln vear of full production
2/ tife of ctop (oc 21 years for longetr life cropal

Returns to jand, mansaement and cepital, plue profie,






EcoNOMIC CHARACTERIZATION OP PRESENT
AND PROPOSED AGRICULIVEAL FRODUCE MARKET
SYSTEM IN DONINICA

Marketing of fresh and cottage-processed agricultural products
in Dominica, both for internal consumption and regional trade, is
characterized by small, undercapitalized traders (known as
"Hucksters"”) with limited business managament knowhow. They buy
small lots of a limited range of produce (fresh and/or :
semi-processed) for resale in Dominica or on neighboring islands.
They buy directly from the farm or from farmers vho bring their
produce to a public marketplace. They perscnally resell at public
marketplaces or to their counterparts on other islands. Volume of
trade is limited by available capital and by vhat the trader can
personally handle, assisted at times by family members.

These small traders inevitably encounter capitalization
problems. Since entry into business can be initiated on a very
small scale with low capital requiremzents, they are generally
undercapitaljized from the outset. Most decapitalize even more over
time as their costs and consumption requirements exceed income.
Some traders may encounter a market niche which permits them to
temporarily capitalize esarnings and expand volume of business. But
as other traders become avare of the opportunity and enter that
market niche, margins diminish and sarket shares are implicitly
divided, resulting in erosion of capital to a point where all
competing traders reach a "survival® equilibrium betweeniminimum
capital required to stay in business and minimum consumption
levels. This, in turn, increases unit transaction costs, and, in a
"revolving door® effect, decapitalized and discouraged traders exit
from business and new entrants appear.

The characteristics exhibited by these small traders fits an
economic phenomenon that economists call "over-entry® into a limited
market by sellers of a slightly differented product. Because of lov
capitalization, they handle buying, selling, transporting, selection
and pricing function on a personal and itinerant basis. This limits
their ability to expand operations through promotion, product
differention or offering ancillary services that expand total market
demand. Capital and management limitations do not perait theam to
differentiate their products through brand names, improved
packaging, lover prices that result in lower transaction costs and
increased volumes, or significant quality differentiation catering
to upscale clientele demand. Slight differentiation is achieved
through cultivating personal relationships, superior "hawking®, or
"doing a favor®™ in an initial transaction that results in repeat
sales, ' :




The net effect of the trading methods dascribed above is to
create a condition of economic over-entry py traders. The excessive
number of traders creates a condition of imperfect competition that
implicitly divides the existing market among theam in a manner that
permits general survival but not sufficient capacity for expansion
by any of them to achieve economies of scale and improved
capitalization. This condition creates eccnomic vaste as prices are
set at a leval above the lovest equilibrium average cost for the
trade as a vhole, as wvell as at levels higher than marginal cost.
The result is lower total volume traded, higher unit transaction
costs, lover (or non—-existent) net returns, and wvasteful social
losses. There is a continuous turnover of traders as some
decapitalize and leave, while new traders with fresh capital enter.

The situation of these traders is illustrated graphically in
Figure C of Chart I. The sarly entrants’ original profitable price
G’is eroded as his individual demand curve (d’d’) is shifted down
and to the left (represented by demand curve (dd) as new traders
enter into business. Entry reaches "saturation" when each trader
finds himsel{ in a long-run, no-profit position where prices reach
point (G) on demand curve (dd). 1Inadvertantly, the existing traders
divide up the available market. They do this because no one can
lower his price to the marginal cost level and survive, as would
happen in a competitive situation (See Figure A). Each and all
traders end up vith a selling price (G), considerably above the
marginal cost (MC), and each is on the left-hand side of the low
point of the average cost (AC) curve. Nots also that the marginal
revenue curves in both the new entry (MR’) and imperfect
equilibrius (MR) situations are significantly below their respective
demand curves.

Purther, in order to try to cover their costs, trzders lowver
prices paid to farmers for produce, farmers cut back production
because it is no longer profitable to produce, theredy reducing the
available supply of product wvhich further reduces market
transactions and forces unit transaction costs higher.

Total sales (Qa) under small trader survival equilibrium
conditions are lower than sales (Q’' generated at the competitive
equilibriua price (GP). A compariscn of Pigurs C vith Figure A
reveals hov the over-entry situation described differs from that of
competitive equilibrium. A comparison of PFigure C with Pigurs B
shows hov it differs from an oligopolistic situation.

Note that there are many similarities between the Doainica
small traders situation illustrated by the demand curve (dd) in
Pigure C, and the oligopolistic situition illustrated in Pigure B.
In both, there is imperfect competition, a slightly differentiated
product, a reduced market and socially wasteful use of resources.
Howvever, there is one fundamental difference. Under the
oligopolistic situation, "unearned” profits (i.e., profits above
implicit and opportunity costs) accrue to the oligopolist. This is
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{l1lustrated by the difference between the selling price (G) vhich {s
considerably above average cost, and price (E) which is the price at
vhich marginal cost squates to marginal revenus. In the over-entry
situation, traders continually enter, erode what 1ittls capital they
have, and then leave (or remain, but in a "distressed” subsistence
atate). In the oligopolistic situation, the seller continues to
pocket "unearned profit® in a reduced market at the expense of
society.

Another factor is relevant in the small trader situation. This
" {s illustrated in Figure D. Because theses small traders are
undercapitalized and undermanaged, they are unable to offer
ancillary services that are economically sound, such as purchase
advances, credit sales, improved packaging and quality control,
sales promotion, technical counselling to farmer suppliers, proper
inventory management, etc. Furthermore, their own lowv volume does
not allow them to pass on volume discounts to buyers. Their lack of
capital does not permit them to invest in developing and penetrating
new, higher volume or more upscale markets. Thus, the total demand
for what they sell is DD and price is (P3). 1If they vere able to
offer some or all of the ancillary services decribed, effective
demand vould tend tovard D'D’ i.e., the total effective demand curve
would shift upward ax;xd to the right. This will result in a price
(p’) and quantity (Q') that intersect at the lov point dof the
average cost {AC) curve point (G), and marginal cost (MC) will equal
average cost (AC). A larger total quantity of sales vill result at
a lover price without social waste, and vith improved total marginal
revenues, some of vhich could be passed on to the producer in order
to increase the available supply. Although (P’) is illustrated
under perfect competition, some product differentiation would not
shift narginal revenues downward on the (MC) curve as low as in the
over-entry situatien.

In conclusion, a shift to the D'D’ demand situation will result
in lover sales prices, increased sales and incroased marginal
revenues.

How might the D’D’ situation of Figure D be achieved in the
Dominica producs supply trade? Adequats capitalization and
managesent capability through consolidation of product marketing
from the farm gats to the shipping dock would permit economies of
scale that reduce unit transaction costs, as wvell as provision of
ancillary services to suppliers (e.g., transport, credit, inputs and
technical assistance) and to buyers (e.g., grading, packaging,
delivery), theredy triggering a shift in the total effective demand
curve upward and to the right.

Combining supplies intc largar lots during initial field
assembly for improved efficiency in handling, grading, packaging and
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transport can reduce transaction costs both per unit purchized and
per unit sold. Additionally, provision of ancillary services, based
on a larger volume traded, can achieve economies of scale, theraby
shifting the "P equals MC" equilibriuam downward and to the right in
terms of cost of servicss.

Achievement of the economic efficiencies described and
{llustrated above vill require institutional changes in existing
market structures to permit consclidation of supply assembly,
ancillary services and vholesaling functions. Such changes will
necessarily result in reduced "ease of entry” by small traders.
Some existing traders vill be unable to remain in business.
Hovever, total volume of sales vill increase, facmers will have
easier access to markets at better prices resulting in increased
total agricultural output and increased productivity of factors used
in production and markstiny. PMurthermore, a positive economic
multiplier effect vill enhance total income in the trade area.
Although some traders who are nov making only a marginal livihood
likely would go out of business, in the long run an improved econcmy
" will result in greater alternative opportunities for thea.

The Central Marketing Services Enterprise proposed in the body
of this report incorporates characteristics that would tend to
achieve the economic results of the D’D’ supply/demand and price
equilibrium situation illustrated in Pigure D. '

In the changed market structure proposed, many ssall traders

can remain in business by shifting their talents to the retail
aspects of their trade, including public marketplace sales, fixed
places of business, and home and institutional delivery servicaes.
But the functions of supply collection and asseably, and large
volune exports, will be consolidated at the cantral marketing
services level, thereby permitting lover unit transaction costs
through application of organization, management and marketing
technologies that achieve economies of scale, resulting in reduced
unit transaction costs and improved market access at higher fara
gate prices and lower final market prices. Since this will lowver
prices at the vholesale level, small traders who focus on the
retalling function may realize grsatsr marginal revenues than they
previously realized while carrying out all of the supply assembly,
vholesaling and retailing functions themsalves.




Illustrates perfect competition position of individual firm in

equilibrium, where

Z = Price equilibrium

d = Individual firm’s demand curve
D = Total market demand curve.

Illustrates imperfect competition position of individual firm in
equilibrium wvhen fewv sellers sell identical or slightly
differentiated products, where

G = Price charged
D = Total market demand curve, as vell as individual firm’s demand

curve.




. Illustrates izperfect corcpetition in equilibrium with
over-entry of slightly differentiated sellers vho
implicitly divide the market, where

d’d’ is early entrants’ individual demand curve:
G’ is early entrants’ price;

dd is individual and total market demand curve at
over=-entry equilibrium;

G is price charged at over-entry oquilibiiun vhen each
trader is in a long~-run, no-profit position;

AC is average cost curve for both the early entrant and
over-entry situations;

MC is marginal cost curve for both the early entrant and
the over-entry situations;

MR’ 1- the marginal revenue curve for tlhe early entrants
and £’ is the quantity and price intersection point at
vhich his marginal cugs and marginal revenucs are equal:

MR is the marginal revenus curve for the over-entry
situation wvhile B is the quantity and price intersection
point at which urginal c.osu and sarginal revenues are
oqual.

-, Q2 is total quantity sold in the ovor-cntry situation;

Q' is total quantity sold in the sarly ontranta'
situation; and

QP is the quantity that could be sold if the market
structure causes prices to be set at the lovest point on
the average cost cuzve.




EIGURE D

Compares economic results of present and potential produce
trading for domestic consumption and export if the -
proposed contral marketing services anterprise is
established, where

DD represents the present total demand curve since small
produce traders activities deternine market equilibrium;

D'D’ represents the potential total demand curve if
the central marketing services enterprise activities
determine market equilibrium;

Q2 is quantity sold under present conditions:;

Q' is potential quantity sold under proposed marketing
arrangement; '

PA is price charged under prssent conditions:

P’ is potential price under proposed arrangement;

NOTE: Under the present situation, econcmic vaste is
represented by the difference betwveen the maiginal revenue
(MR) and marginal coast (MC) curves’ intersection and the
average cost (AC) and demand (DD) curves’intersection.
Under the proposed arrangeaent there is no economic waste,
since price (P') and quantity (Q') intersect at the

point where narginal cost (MC), average cost (AC) and
narginal revenue (KR’) curves intaersect the demand

(D 'y curve.
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APPENDIX C

SUMMARY
ON ABOUT FARMER AND
epROFILES OF PARMER O

SUPPORT ORGANI ZATIONS

INFORMATT
RGANIZATIONS

(FRON
N DONINICA®, IICA, MAY, 1989)




ADDRESSES AND CONTACTS FOR PARMER O

Living Waters
Cooperative Study Group

Hope Farmers
Cooperative Study Group

Bellevue Farmers
Iaprovezent Services

Soufriere Small
Farzers Association

RGANISATIONS = COMTINUED

Famanuel Joha
Salisbury Village

Harold Francis
Petite Savanne Village

Matthev Ormond
Bellevue Village

Hobson Francis
Soufriere Village
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ADORBSSES AND CONTACTS POR SUPPORT ORGAMNIZIATIONS 1IN DONINICA

bominica Banana
Grovers Assoclation

Agricultral Industrial

and Development Bank

Dominica Farmers Unien
Association tor

Caribbean Transtformation

Special Projects Assistance Tean
Dorinica Hucksters Luocuclon_

» Fara To Market

Naticnal Developaent Froundation

Dominica Export
and Iaport Agency

Jefferson Scotland
Bath Road

Rosesu

Telephone 82671

Patricia Charles
64 Rillsborough St.
Roseau e
Telephone 8283

Lloyd Pascal

17 Church Street
Roseau
Telephone 84244

Neville Grahaa

34 Rillsborough St.
Roseau

Telephones 8879

.-. . Joay_Peltier.

¢ Tort lane
Roseau

" Telephone 84377

Cecil Joseph i
Bay Street i
Roseau

Telephone 82259

P. Osborne Riviere
16 King George V St
Rosesu

Telephone 88116

Kilton Lavrence
23S Kennedy Ave.
Rossau

Telephone 83240

Hannah Clarendon
Charles Avenue
Roseau
Telephone 83494

reet




LOCATION OF FARMER ORGANIZATIONS IN OOMINICA®

DOMINICA
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LOCATION OF FARMER ORGANIZATIONS IN DOMINICA
MAP REFERINCE KBY

‘Peineville Parmers Group, Peineville
Tenple Livestock Group, Woodford Rill
Sinexu Farmers Cooperative, Sineku

i
’i

Grand Fond Piggery, Grand rond

South East District Plantain Association, L(c Plaine

Hope Farmers Cooperative Study Group, Poutc\ Savanne
Soufriere Small Farmers Association, Swtriorcn ,
Bellevus Farmers Improvezent Services, Bellevue
organic Plant Grovers Cocoperative, Roouu.

10 National Pig Producers Associstion, Roseau

11. Cooperative Citrus Grovers Association, Roseau

12 Dominica Banana Marketing Corporation, Rosenu

13 Dominics Zssential Oils and Spices Cooperative, Roseau

14 Nultipurpose Youth Group, Warner '

18 Living Yaters Cocperative Study Group, Salisbury

16 Rock Veqgetadbls Grovers Cooperative Study Group,
Salisbury

17 Northvest Goat Producers Assoclation, Salisbury
[ 3

The follovwing organizations have their headquarters in Roseau
vith meadership scattered throughout the {sland:

Cooperative Citrus Grovers Association
Dominica Banana Marketing Corporation
Dominica Essentiai Oils and Spices Cocperative




SUMMARY®

Seventeen farmer organizations are active in Dominica, wvhile
nine organizations provide support services. These can be grouped
as followvs: :

- Traditional coamodity associations (banana, citrus, &
essential cil/spices):

Livestock associations (pig, cattle & goat):

Crop producers (banana, plantain, fruit, citrus, vegetables
& roots):;

Specialty crops (flover, bay oil);
Public sector support organizations (AIDBANK, DEXIA), and

Private sector support organizations (DBGA, DFU, ACT, NDP,
SPAT, DHA & PTX).

rarxer Organizations

While Dominica’s farmers are independent and self-sufficient
individuals, they recognize that the accoaplishment of certain
activities requires cooperation with their neighbors. They tend to
show a villingness to wvork vith others for the achiavement cf autual
goals, and demonstrate an eagerness to help friends and neighbors
wvith special needs.

Parmer organizations in Dominica represent a large majority of
all farmers. In many cases, these organizations have accomplished
the original purpose for which they vere organized. In some cases
the effectiveness of the membership in accomplishing the initial
cbjective, for example the building of a road, led the members to
continue the organization so as to pursue additional group goals.

Dominica’s primary agricultural societies closely reflect the
agricultural population and their varied interests and activities.
They are located in tiie population centers of the island and most
are geared primarily to the interests of food crop producsrs. The
oldest traditional coamodity associations are focused on the :
production and marketing of bananas, citru- and bay oil, three of
the most important crops.

From "Profiles of Parmer Organizations in Dominica®™, IICA, May,
1989. .
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The majority of Dominica’s primary societies are five years or
less in age (Table 1) and only two of the 14 primary societies have
existed for more than ten years. Hovever, the age of these
societies is not a reliable measure of their effectiveness. The
younger organizations tend to be more vigorous and able than the
older organizations. Even amsong the traditional commodity
associations, the youngest of the organizations has the most dynamic
and ambitious progras.

suppert organizations

organizations supporting agriculture shov a gresat dsal of
experience, diversity of interest and expertise. Trive of the nine
organizations have oparated for more than ten ysars. Support
organizations assist farmers directly or indirectly by promoting the
production and marketing of agricultural commodities. Some
erganizations focus on activities related to the quality of life in
rural areas and particularly among agricultural producers.

Maior Accomplishments of Parmer organizations

Thers are a number of notable accomplishments of farmer
organizations. The South East District Plantain Association has
developed into a very effective production and marketing association
wvhich has had major effects on the profitability of producers in the
south east of Dominica. The National Pig Producers Asscociation also

is moving steadily towvard becoming a viable production and marketing
association. -

Other organizations have made significant accomplishments and
sarve as good models. The Ornamental Plant Grovers Asscciation has
effectively increased the quantity and the quality of exports of
flovers from Dominica, through its training of producers and
marketers of foilage and flovers. The Living Waters Cooperative
Study Group has developed an impressive program of education for its
panbers and the Hope Parmers Group has shown a great deal of
ingenuity in the development of income producing projects. The
leadership of the Grand Pond Piggery 13 to the development of the
National Pig Producers Association, the largest livestock producers
association. _

Axong comrodity associations, the Dominica Banana Grovers’
Association has helped to make bananas the leading industry of
Dominica. This organization provides a model for the development of
other farmer organizations in its ability to organize and market
production and in providing a complete range of services necessary
to produce bananas. The Dominica Essential Oils and Spices
Cooperative has consistently provided effective marketing of locally
produced bay oil. This organization is also shoving leadarship
through the production of consumer products using bay oil as the
major ingredient. X
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Wiier Problems of Farmer organizations

f&t the most part, farmer crganizations are guided by a sense of
purpose with an understanding of the reasons for their association.

Nevertheless, farmer organizations tend to lack the direction
that could be provided by a strong mandate from their meabers. Tvo
of the oldest of thess organizations (Sineku and Temple) havs
acconplished their initial objective, but have not redcfined the
purpose of their association. As a result, they lack dynamisa and
energy and their accomplshments have been limited.

In respect to problea areas identified by farmer organizations,
difficulties in marketing their produce heads the list. Specitic
probleas include the lack of vehicles to transport produce to
market, inadequate and uncertain cargo space for air shipments, high
cost of intermational transport (both sea and air) and lack of trust
in overseas buyers.

Production problems identified by the different groups cover a
wide range, including: lack of irrigation facilities, pest and
disease problems, small volumes of marketable produce grown by
individual farmers, high costs of production of many products, and
insufficient working capital.

Menmbers of farmer ocrganizations identify insufficient managenent
and organizatiocnal skills as seriocus constraints. These deficits
are apparent in most primary societies. 1In some cases these groups
are working to overcome thaese constraints, albeit slowly.

Seonclusion

Farmer organizations are distributed throughout the island. It
is estimated that nearly 90% of Domincian farmers belong to at least
one group. Farmer organizations are vieved as perhaps the most
reasonable means of reaching small farmers vith effective servicss.
Their improvement is crucial for rural development to take placs.

Although primary societies ars relatively young, some of them
have grown quickly in terms of mombers and offer sarvices which are
both unique and effective. While these organizations are scmevhat
uneven in thier developmant, scme have acquired characteristics and
abilities which can serve as models for other organizations. On the
other hand, most of the groups have needs for improving their level
of organization and management and nearly all are deficient in
planning their production and marketing their produce. Very few
have levels of economic activity which permit sustainability.
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Taken together, existing farmer and support organizations have
the potential for providing a wide range of services required by
agricultural producers. With better planning and continuous and
more concentrated technical and financial assistance, these groups
can assist in zeeting the challenge for mors effective production
and marketing of farm produce.

If Dominica is to implement 2 national diversification prograz
effectively, and if it is to become a productive member in the OBCS
diversification effort, it should organize and carry out a
systematic program to strengthen and consolidate farmer
organizations. Such an effort must give priority to the development
-0f managerial capability at all levels. Likevise, technical
asgsistance and improved access to financial resources vill be
required to permit farmers organizations to reach an econcmical
level of self-sufficiency. .

.5
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TAILE 1 INPORCATION OF PAMSR ORAANISATIONS I¥ DOMINICA

Type of Year Fusber Srimary
organiszation Pounded Neabers Activity

Cooperative Citrus 1949 " Grapefruit markating
Grovers Associstion

posinica Bssential 1965 45¢C Bay 941 preduczion
oils and Spices : and ‘marketing

bosinica Sanana 1934 8600 Banana productien
Goowers Associstian . | and narketing

gineku rarsers ‘ Banans and plantain
Cooperative 1976 production :

Toaple Livestock Group 1978 s Cattle production

Rock Vegétable Crovers Yeqetable production
Cooperative Study Group 1982 i¢ and marketing

Grand rond Piggery 82 13 Pig produqucn

ornaaental Plank . B plant preduction
GrO%ars Cooperative 190 1) - and marketing

Multipurpose Youth rruit and vegetadle
droup 1984 10 production

south Bast District Plantain production
Flantain Association 1946 47 ad marxeting

Psineville Parsers Root crop and fruit
éroup 198¢ 28 production

¥orthvest Goat Goat production
Producers Asscciation 1947 17?7 and marketing

¥ational Plg Pig production
Producers Association 1987 67 and marketing

* In 1964 2@ Dominica Banars Grovers Association vas divided inte
tvo organigetions: DBSA and OBXC.
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TAMLE 1: INTORMATION ON TARMERS ORGANISATIONS IN DONINICA
“ = gontinued -

R o

Type of Year Number Primary

Organizatien Pounded Menmbers Activity

Living wWaters 1987 30 Vegetable production
Cooperative Study Group

Nope Farmers Cooperatlive 1987 33 Root crop and bay
8tudy Group oil production

Bellevue farmers 1987 26 Vegetable and flover
Isprovement Sarvices production

Soufriere Small 1987 30 Lire, fruit and
Parmers Asscciation banana productiecn




TASLE 3¢
organisation

Year
* Pounded

INTORXATION OM SOJPORT ORGANISATIONS 1IN DONINICA

Prisary Activicy

Dominica Banana frewens
Aarketing Corporation

Agricultursl industrial
and Develelopment Bank

poainica Farmers
Unien

Assoclation for Carib-
bean Transformation

National Development
Poundation

Suall Projects
Assistance Teasn

Dominica Bucksters
Assoclation

Para To Market

OCominica lxrport and
Import Agency . .

1984

1971

Promcting production and
narketing of bananas

Pinancial and technical sup-
port for agriculture, industry,
heusing and student loans

Ensuring that farsers have a
voice in all matters
affecting their velfars

Technical support and
guidance to small farmers

Credit and technical assist-
ancs to ssall entrepreneurs

contriduting to the education,
social, cultural and cconomice
betteraent of Doainican groups.

Promoting econcaic interests
of Bucksters and marketing of
Cominican commcdities

Narketing all typas of agri-
cultursal commodities produced
in Dominica

Promoting export of agri~
cultural commodities and
inport of cssential
conmeditios )
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SA3LE 3: §32VICES PROVIDED TO MDXIBERS BT FARKERS ORAANIZATIONS

m
organization Input Credit Infor- Tech- Karket- Trans-

Supply sation nical ing portae

asais- tion
. tance
Cooperative Citrus x x x x x
Grovers Association
poesinica Banana ] X x x f;x x x
Grovers Association
pominica Issentidl x x X X X
Oils and spices
Sineku Parmers x
Cooperative o ;\
Teaple Livestock ' x _ \\\
Group ’-?;\
Rock Vegetable x x
Grovers
grand Pond Piggery . x
Oornamental Plant x ' X x x 2
Grovers Cooperative :
Xultipurpose x
Youth Group
South East District x x x x X X
Plantain Association
Peineville Parmers x e
Group
Northvest Goat x x )
Producers Association ' hed
" Mational Pig x x x x B

Producers Associ;ticn

-

*Together with the Dominica Banana Marketing Corporation. |

s
: 0’




TADLE 3! SZAVICES PROVIDED TO NEMBEIRS BY FARMERS ORGANIZATIONS
- continued -
pre A
Organization Input Credit Infer~- Tech- MNarket- Trans-
' supply mation nical ing porta-
assis- tion
tance

Living Waters Coop- x
erative Study Group

Hope Farmers Coop-
erative Study Group

Bellevue Farmers
Isprovement Servics

Scufriere S»mall
Farmers Association
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DOMINICA XINISTRY OF AGRICULIURE
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ORGANISATIONAL CHART OF THE NINISTRY OF AGRICULTURE
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ORGANISATIONAL CMART OF THE BIVISION OF SGRICULTURS
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ORGANIZATION CHART OF THE DIVISICN OF FORESTRY:
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MIWISTRY OF AGRICULTURE:
SUMMARY! DESCRIPTION OF FUNCTIONS
AND ACTIVITIES, BY DIVISION®

A. DRIVISION OF AGRICULIURE

The Division of Agriculture is the biggest department of the
Ministry of Agriculture. It has a staff complement of about 75.
Annual recurrent expenditure is about EC$3.0 million and capital
expenditures average EC$6 million. The Division has a fairly
substantial amount of physical facilities, including a main office
complex in Roseau with computing facilities, laboratory, sechanics .
shop, library and office space. Thers are seven agricultural .
stations in various locations throughout the country with plant
propagation capabilities of over 600,000 plants per annusm. These x
gtations have office and storage spacs, and some offer stud service
and animal breeding facilities. 1In addition, there are four farmer
service centres capable of sitting a total of 200 farmers. A farmer
training centre is capable of sitting SO-100 farmers, with sleeping
accommodaticons for 17 persons,

The major functions of the Division of Agriculture are
agricultural extension, promotion of diversifization, and advisory |
services. The main line function consists of the delivery of

technical knowhov and includes, in some cases, the provision of

material inputs, usually made possible through variocus projects

funded by external deonors.

The island is divided into three main extension zones, the .
North, the South and the East. Each of these zones is panned by an 2
agricultural officer who is responsible. for managing the extension
program in his area.

There are five extension districts (tvo in the North, two in
the South and one in the Bast). Bach agricultural district is manned
by an agricultural assistant who supervises four field agents '
responsible for actual field work vith farmers. Methods used by .
these fisld agents are method-and-result demonstrations and
individual farm visits.

t Extracted and sumrarized from draft "Agricultural Sector
Assessment”, Dominica Ministry of Agriculture (written by Raymond
‘Austrie), April, 1991.
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support functions of the Division consist of a miscellany of a
number services, namely:

livestock daevelopaent
veterinary assistance

plant protection
agro-procassing

comnunication and information
agricultural statistics
project planning

tree crops developaent
agricultural snginsering
floriculturs development

These services, together with extansion, constitute the core
prograps of the Division of Agriculture, vhich also supervises
implementation of i number of externally supported specific
projects. Staff responsible for the various support sections,
unlike their colleagues in mainstream extension, are sainly
technical and professional specialists in their particular fields.
They usually have university level training, some of them possessing
pnasters degrees. :

The Division has little capability in 1) land and wvater
conservation and uss, 2) planning, monitoring and evaluation, 3)
agricultural statistics, or 4) market intelligence. Neither does it
have a staff developasnt and training unit.

The Communications Unit which is responsidle for the
preparation and digsemination of technical information, agricultural
news, public notices and cther mass communication activities related
to agriculturs, is vell-equipped and has capability for video
production. Other strong units are Plant Propagation, Plant
Protection and Animal Health. The machinery section repairs project
and progranm vehicles and equipment, and also maintains a small farm
pachinery pool designed to provide tractor and related machinery and
implement support to small farmers. This latter function has
diminished over the years, because of problems vith replacenent
parts, and shortages of funds to purchase necessary machinery and
equipaent.

'B.  PORESTRY DEVELOPMENT DIVISION

The Porastry Development Division is responsible for managing
all forestry resources. The Division has a staff of 40. Recurrent
expenditures for the Forestry Division average about EC$900,000 per
annum, while capital expcnditures average a little over EC$700, 000,
The Porestry Division has two offices in Roseau, six forest stations
with living quarters for 6-8 persocns each, and three forest
nurseries capable of producing over 4,000 plants each.

In fulfilling its role, the Division is divided into five major
functional arsas as follows:




Forest Utilization and land Use;

Conservation, Protection and Reservation:
Silviculturs, Research and Reforestation:
Natural and Bistorical Parks, and

Watershed Management, Environment, Education and
Interpretation

A recently completed Forestry Sector Plan provides
recommendations for strengthening the Forestry Development Division.

C. LANDS AND SURVEYS DIVISION

The Lands and Surveys Division administers government land and
provides survey services to all sectors of government. The
Division’s main clients are farmers, but also include other land
owners and the legal profession. The Division has a staff of s55.
Its recurrent budget averages EC$764,000, wvhile capital expenditures
average EC$50,000. Main program activities are:

-- administration and training:

-- mapping:

-- surveys for other ainistries:

-- gtats land surveys;

-- state land protection and allocation;
-- integrated rural developzent.

opportunities may exist for strengthening linkages of the Lands
and Surveys Divison with the work of the Division of Agriculture in
areas such as land use planning, natural resource conservation and
production forecasting, through the developmont of a gecgraphic
information systen.

D.  EISHERILS DIVISION

The Fisheries Division is quite small, wvith a staff of eight.
Average annual recurrent expenditures are BEC$117,000 and average
annual capital expenditures are BC$410,630. The Pisheries Division
has a fisheries mechanics shop for repairing boat engines, a small
research vessal, and an aquaculture research facility with six ponds.

Major functions of the Division are:
~- fisheries managesent:;

== fisheries developmant;
-= liaison vith the industry and intcrnatiamJ aga.ncieu.

Main program activities are:

-- fisheries extension and marketing
-= aquaculture

-= ressarch

-= resource assasssent

-— marine mechanics ashop.
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Table D-III-b-Dominica: Government Expenditures in
Agriculture by Type of Service, 1984/85-1989/90

oo .. .-----;.-----;-
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Table D-1IXI-d (cont*d) -Dominica: Capital expenditure in
Agriculture by Projects
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OTHER PUBLIC SECTOR, REGIONAL AND INTERNATIONAL

INSTITUTIONS SERVING AGRICULTURE




QTHER PUBLIC SECTOR INSTITUTIONS SERVING AGRICULTURE

other institutions provide services to agriculture in the fields of
marketing, credit, physical infrastructure development, technical
assistance, information, as well as management and project
formulation in the areas of crop, livestock, fisheries and forestry
production. Some of the more important institutions are:

a. MINISTRY OF COMMUNICATION AND WORKS constructs feeder and farm
access roads, and provides drafting services for the construction of
buildings.

b. PHYSICAL PLANNING UNIT is responsible for Town and Country
Planning, which involves spatial allocation of housing developzent
and settlement projects, tourism development, industrial and
agricultural development.

c. THE CQOPERATIVE DEVELOPMENT DIVISION is a part of the Ministry
of Community Development, responsible for providing assistance and
encouragement to agricultural and industrial cooperatives. The
Division provides training, technical assistance, advice and
material support to cooperatives.

d. ITHE MINISTRY OF EDUCATION provides technical and vocatiocnal
education in agriculture to the nation’s youth at primary, secondary
and tertiary levels. It maintains a number of school gardens
distributed arocund the island. Past efforts to establish
agricultural schools have enjoyed mixed success.

e. DOMINICA RANANA MARKETING CORPORATION (DBMC) vas established in

1984. The government-owned Corporation is the marketing arm of the
banana industry, selling Dominica’s bananas to Geest Industries. It
also purchases inputs and administers various credit, input and
producer services schemes on behalf of banana growvers. The DBMC
also provides technical and extension support to banana farmars, as
vell as training and information. The DBMC'’s primary goal is to
prosota the well-being of banana grovers and to ensure the financial
viability of the banana industry. Overall policy and direction of
the DBMC is deterained by a nine member Board of Directors. Three
are electad by growvers, five appointed by the Minister for ‘
Agriculture of which three ars from the business community and two

. are from the Ministry of Agriculture. The exscutive secrstary also
is a Director.

The DBMC has a full and part-time staff of about 500. It owns
tvelve field buying depots located at varicus points, plus two main
input warehouses -- one at Roseau and the other at Portsmouth.

.Hain activities of the DBMC ara:

-~ training and on-site production demonstrations to banana
growers by 17 district officers: -
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education and inforsation dissemination about the banana
industry;

support to banana research through provision of an annual
grant to WINBAN;

operation of a cess (check off) systea vhich allows growers
to buy inputs on a pre- and post-paid basis; and to have
access to an aerial spraying servics;

undertaking all functions related to the purchase and sale
of bananas to Geest Industriss -- price negotiations,
procurement, transport, storage and assembly, quality
control, requlation of production, ete.

f. THE DOMINICA EXPORT AND IMPORT AGENCY (DEXIA) vas established
in 1986 through the merger of the Dominica Agricultural Marketing
Board and the External Trade Bureau (ETB). DEXIA has an import
monopoly for rice and sugar. It uses profits to support export
developrzent activities. The Board of Directors is appointed by the
Minister of Trade and Industry. Operations ars handled by a general
manager and eight eaployses.

DEXIA operates in a nawly renovated office complex which has
facilities for rice and sugar storage, as vell as space for trial
export processing. A nevly constructed varehouse at the Melville
Hall airport !s owned by DEXIA and provides spacs for processing and
cool storage of frash agricultural producs. Although DEXIA cannot
participate in direct trading, it dces test marketing. Main progranm
activities are:

~-- market intelligence

-- market research

~-=- trial shipsents ,

-=- training of exporters and producers of export commodities
~-= export infragztructurse improvesment

-- administration of the Roseau Public Market.

g. AGRICULTURAL INDUSTRIAL DEVELOPMENT BANK (AIDE) is a
state-ovned bank. The Board of Directors is appointed by the
Minister for Pinance, and the general manager is appointed by the
Board of Directors. The bank has a total staff of 20. Pour of
these vork vith agricultural credit: one senior fara improvement
officer, amd three farm improvesent assistants. The bank has one
office located in Roseau.

AIDB’s main function is to provide capital investment credit
for financing enterprises in agriculture and industry. It provides
credit in fisheries, crops, livestock and agro~proceasing (including
lumber production). It alsoc provides seed equity capital for
establishment o agricultural enterprises.

AIDB’s landing policy is largely deterazined by the Caribbean
Development Bank (CDB), its main source of funds. Generally, the
bank does not finance land purchases or wvorking capital, 0f the-
total AIDB disbursement of BC$11.6 million in 1989, ECS4.6 (or 40%)
was disbursed to agriculture.
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lLanding rates range from 35.5% for soft funds received froa the
Internaticnal Pund for Agricultural Development (IFAD), to 12% for
funds received from the Caribbean Development Bank (CDB).

h. THE NATIONAL DEVEIOPMENT CORPORATION (NDC) is a public
institution created to promots commercial and industrial

investment. This alsc includes afforts to encourage private capital
inflows to agricultural production, especially focusing on
agro-processing, floriculture, timber exploitation and off-season
vegetable production, mainly for winter markets in the U.S., Canada
and the United KXingdom.

i. E_NATIQNA : { N_OF DOM A_(NDFD) is 2
private foundation that prome business development. It
provides loans to small businesses and to small farsers for starting
crop, livestock and fishing enterprises. In 1989, NDFD provided
credit for BC$71,000, as compared to EC$33,000 in 1988,

3.  BREGIONAL INSTITUTIONS SERVING AGRICULTURE include:

i) GARIBBEAN COMMON MARKIT ORGANIZATION (CARICOM). The
Standing Committee of Ministars for Agriculture (SCMA)
has responsibility for agricultural affairs. A recent

- output of this Committee is the Regional Agricultural
Sector Plan (PASP). CARICOM’s varicus trade regines
such &s the Oils and Fats Agreement, the Nev Marketing
Arrangezent (NMA) , and the Common External Tariff
(CET), help to facilitate trade in agricultural
commodities within CARICOM.

WINDWARD ISTANDS BANLNA ASSOCIATION (WINBAN) is the
coordinating body for the four Windvard Island banana
associations. WINBAN undertakes marketing related
activities such as price nagotiation, as vell as
research on banana producticn, such as disscase and
pest control, fertilizer requirements and placement,
ete. :

WINDWARD ISIANDS CROP INSURANCE (WINCROP) is a crop
insurance schese estadblighed to compansate farsars for
vind damage to banana cultivations in the Windvard
Islands. The schene currently provides coverage for
bananas only. Consideration is being given to
expanding its activities to other risks and other
crops.

CARIBBEAN TRADING COMPANY (CATCO) is a subsidiary of
the Caribbean Pood Corporation (CFC) vhich provides
financing and technical support for the implementation
of projects in the agricultural sectors of the

region. CATCO is currently working with the South
Bast Plantain Producers Association in Dominica. It
provides a marketing contract to the association and
arranges, through a local marketing sanager, for the
procuresant, transport, packaging, and sexport shipment
of plantain fros Dominica.
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vi)

vii)
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orcs Agricultural DRiversification Coordinating unit
(ADCU) vas established with USAID funding and provides
technical and saterial support to diversification
efforts vithin the OICS countries, as vell as fostars
joint marketing of agricultural products from the
sub~-region. ADCU alsc is responsible for managing the
Tropical Produce Suppert Project (TROPRO), a
USAID-sponsored project, designed to provide technical
and financial support for production, post harvest
handling, transportation, and marketing activities
related to selected tropical products. The head
office of ADCU is in Dominica.

Related to ADCU is a CARICOM Export Development

that seeks to assist the private and
public sectors in CARICOM rember states to expand
regional trade and axtra-regional exports. The
project promotes trade and operates a Caribbean Trade
Information System (CARTIS).

seeXks

‘to promote cooperation and econcmic integration of the

English-speaking countries of the Eastern Caribbean.
The OECS is currently taking steps towards a free
market in whicL all internal tariff and non-tariff
barriers to trade ares to be eliminated. Steps are
also bein~ considered for some form of political unity.

UNIVERSITY OF THE VEST INDIES (UNI) provides education
and training opportunities for students of
agriculturs. Through the Caribbean Agricultural
Extension Project (CAEP), UWI has been able to
undertake activities to improve the effectiveness of
agricultural extension. UWI’s Departaent of
Agricultural Extension produces a newsletter wvhich
provides faraing ané extension information to faurmers
and agricultural practitioners i{n CARICOM countries.

AGRLGCU LIVURKAI oA ARGE
INSTITUTE (CARDI) is a rsgional research institution
catering to the technology generation needs of the
Caribbean. CARDI'’s activities in Dominica have
centered around rssearch involving forage, small
livestock, cut and carry systea for small cattle
production units, and, mors recently, orchard
management and tissue culture invelving floriculture.
The CARIBBEAN RURAL DEVELOPMENT AND TRAINING SERVICES
(CARDATS) is the extension arm of the CARDI technology
generation cffort.

+

\/)

=




_(_mm vas ustablishedntn turopoan Dcvelopunt
Trust (EDT) funding vith the objectives of helping the
OECS identify, penetrate and develop export markets.

provides
tinancial and technica. assistance to agricultural
developzent vithin the region. (DB is the main source
of funding for AIDB.

k. INTERNATIONAL INSTITUTIONS SERVING AGRICULTURE Thare ars some
15 bilateral and aultilaterial agencies involved in one fora or
another with agricultural development in Dominica. The greater part
of Dorinica’s public sector capital investment in agriculturs
originates from these sources. Some of these agencies provide
‘mainly financial assistance, some provide technical assistance,
wvhile others provide both. Financial assistance may take the form
of loans or grants.

provides funding mainly for
agricultural infrastructure such as feeder roads; the gziadian

International Development Agency (CIDA) focus is on nacural

resourcss, land reform and agro-processing; the

Division (BDD) emphasizes tree crops development and the United
States Agency for Intermational Development (USAID)

concentrates on
institutional strengthening and related infrastzructurs. The Food

provides mainly technical
assistance for planninq, natural resource development and
marketing. The Prench technical cooperation (PFTC) and the Republic
of china (ROC) have resident missions.. The former is building and
operaticnalizing a “armer training center and the latter is carry.ng
out research and extension activities in vegetable production.

The United States, Britain and Canada administer special trade
agreenents favouring Caribbean countriss. These trade agreerents °
include the U.S. Caribbean Basin Initiative (CBI), the Caribbean
Canadian Trade Agreement (CARIBCAN), the British Banana Protocal,
and the E.I.C. Trade and Aid Agreement (ILOME Convention). These
agreeszents provids duty-free entry of agricultural commodities from
beneficiary countries into the respective markets. Non-tariff '
barriers, hovever, such as plant protection regqulations, have
restrained Dominica’s ability to fully exploit many of the
opportunities.
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TABLE D-v-1

SABLE D-V-a: USAID FUNDED PROJECTS IN DOMINICA, lQSli

STATUS

OMPLETED

PROJECT TITLE

TYPE OF FINANCING

TOTAL ESTIMATED COST

RFelles School

Rellievue Chopin School

COCC Irrigation and Fencing

Dev.of Interp.Facil.-Boeri/F.Water
Lakes

Dosinica Coem. Intr. Dev.
Equip/sery (adain. of Justice)
Estension Soufriere School

Fencing of Governsent Heidquarters
Fruit fly contirol

Murricane Hugo Relief?

Kurricane Hugo Relief

Hurricane Hugo Relie? - Non-Banans
Hurricane Hugo Relie? -Danana
Massacre Clinic

Rorre Jaune Infant Sch,

Petite Savanne Prisary $chool
Physical leprovesent of High
Court/Registry

Riviere Cyrique Clinic
Roseau/Layou/P/Casse/Matton Grén.Rd,
Rural €lec. Proj.East Coast

School garden project

$cotts Head School Construc. PH.II
Trafalgar Sehool

Belles School

Co-operative Developeemnt

Cocos Developeent Project

Coacorde Priasary School

€itension~ Soufriere Prisary School
Warnes Prisary School

Construction of Parifssent Bldy.
Laudat Schoel

Law Library (Repairs/Eeuip)
Rarigot Junjor Schnol

Printing of Revised Laws
Project Supervisor

Repairs to Magistrate’s Court
Sineku School

Youth Skills Treining Proqrasse

Totals
SRANT

34

Tetals

sERERERLE

Totals

300,600
300,000
10,000
96,590

70,000
135,340
330,000

78,131
248,907
138,000
403,000
010,000

3,918,000
168,219
130,000
202,011
418,460

160,220
42,3%,4%
10,647,079

13,000

276,000

300, 000

62,274, 72!&

340,000
1,621,310
496,591
340,000
360,000
340,000

3,938,101

1,620,000
300,000
243,30
199,000
723,000

T 266,000

1,220,000
360,000
709,092

3,024,432




STATUS

0-v-2

USAID FUNDED PROJECTS (Continued)

PROJECT TITLE  FINANCING ESTIMATED TOTAL COST

Total 71,459,478

*In addition, USAID provides assistance to Dominica -
through regional projects as follows:

Agricultyral Research and Extension Project (AREP)

Tropical Produce Support (TROPRO) project

High Ispact Agricultural Marketing project (HIAMP)
and Agriculture Yenture Trust (AVT).




Status:

Source of Funding:

Type of payment:

Project Objectives:

on-going, started in 1987/88
British Development Division (BDD)
Loan

to provide an additional 200 acres of
high quality Arabica coffee to expand
the export base;

to increase farmer inconmes;

i
to create additio?nl employment.




opportunities,

Expected outcome: 1. self sufficiency;
2. reglonal export of processed coflee.

Expecled compistion/duration: 4 yeers (1991/92

Status: : on-going, Lo be complele in 1989/90

Source of Funding: British Development Division (800)

Type of payment: Loan

Praject Objectives: (o Improve accass Lo prasently Hghtly
cultivated egricuitursl 1and with & view Lo

esstadiishing cultivation of coffes and to

{uriher encourage Lhe development of other
tree crops in Lthe aree; Includes occess roed
consiruction & coffee dcvp,lmcnt

| Expecled outcome: 1. seif sufficiency;

2. reglonasl export of processed coffee;
3. encoursge diversificetion wilh a coffes

bese.

Expecled completion/durstion; S yesrs (1993/94)

L)
Troolcal Fruit & SoicegProfect
Status: o on-going 1987/68

éoum of Funding Brilish Development Division (BOD)

Type of payment. Loan

Project Objectives: To estedllsh 450 scres of tropice! fruit &
spices on farmers’ 1ands sround the [sland;
. 6679098 establishment over yeors 1 & 2
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(10 1968 = 90) with efter core until trees
oome inte beering; for sarensement of

egricullurel production ond export.

‘ Expected outcome: 1. affectively penetrate merkets - frash
| : ond processed;
2. spread seasons L0 oplimise merkels;
3. enhenced development of agroprocessing.

Expected completion/durstion: 1991

(iv)  Inlegrated Rurs) Develooment Project (IROP)

Status: on-gotng, 1986

Sourcs of Funding: IFAD; Govt of Dominica.

Type of peyment: Loen; STABEX Losn.

| Project Objectives: Lo increese the net cuilivated arse & -
g Improve output of the secler by bmaplng &
L4 ' essisting newly setlied f

G0CD Land Reform Programme Qo tﬂ&
their productiivity and income. .

Expected outcome: I increese in agriculturel production;
2. lend ownership and more effective

lend ulilisetion;

3. increased woll being of rurel muum
4 infrestructurs Lo faciiitets production.

Expected completion/aration five yeers

(v)  Integroled Research & Hicro Project (TREDU)

Stetus: on-going. 1900/81
Source of Funding: Sovernmenl of Dominica
Project Objectives L0 increase Lhs importance of Inlegrated X

reseerch/development sctivities,
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sgricultural and livastock production to
reinforce formars’ orgenisstion Initlative
Lo solve their own problems.

Expected qutcome: demonstraled potentiel of & microproject
' development approach.

Expected completion/duration: (o be ongoing.

_Agricyitural Training Centre
Stetus: on-going, construcled in 1986, opaned in
- 1988.

Sourcs of Funding: Government of Dominica (operational
expenses) FTC (initial construction of
building) ,,

Type of psyment. | FTC grant.

Project Objectives: to build & canlre for Lraining sxtension
officers, farmers end students and for

- carryilg (VL ressarch en production syus

4 Urough @ Integrated Micro Ressorch ;R’

. m’“t . b -

Expecled oulcoms: on estodlished and efficiently cperaling

training centre eand office

Expected completion/duraticn: (o be on-going.

(vii) Pilol Vegelshle & Rice Farm

Status: | on-going, 1986/09 | ' B
Source of Funding: Government of Dominlca/
ROC Technical Mission
Type of peyment.
Project Objeciives: t0 sot up e-model farm for resserch on md- .

the introduction of new vegeledle crops and




new vorieties of vegelebles, demonstrating
the potentiol of vegelodle production en
small sized forms, and studying diverse
cropping system;

Lo study passible areas for technical
assistance In flower production;

Expected oulcome: 1. increesed productivity on smel) ferms,
2. provision of technological packages for
tronsfer.

Expected compietion/duration: Lo be on-going.

viii) Cogonyt Develgoment P'QI!E! Phase Il
Stetus: on-going 1987/60

Sourcs of Funding CI0A (funded Lhe project up till Augucl 1990
‘ Governmant of oomtntco

Type of poyment et N ] ¥

Project Objectives: . torehabliitets the large exkansis of 2
coconut acreeges isinadwide In.order {0 o
revitaiise the Coconul Industiry Lo resserch
new verielies and implement coconut

diseess control programmes.

Expacted outcoms: 1. provision of copra for processing needs,
2. provision of necessory infrestructure e

fecilitels production end drying,
3. Increased productivily end diversificetion
4. incoms generation {rom coconut
production,

“Expected completion/duration: (0 be on-going




(ix) ville Hall yel n

Status: on-going 1989/90

Source of Funding: Caribbean Development Bank (C08)

Type of peyment Losn

Project Objectives: to fectittate Govi's Land Reform Programme
by assisting Lhe development of newly
sellled Yands for agricultural operetions.

E'xpected outcome: I. Increase in agricultural production
2.1end ownership and more effective
land utllisstion..ssttlement of approx.
100 farmers on 650 acres,
3. increased well being of rural populstions
4 Infrastructure Lo factiitate production

Expected completion/duretion: flve yeers.

e

Status: ' on-going, 1990/91 '

Source of Funding: 1. FAD (for building construction, squipment,
and Consuitents)
2. Government of Dominice ’.opu'auoml
oxponsoj )

Type of poyment: ~ Grent

Project Odjectives: lo co-ordinale and strangthen the work of
‘ ~ lhe Extension Division lo improve _
communication linkeges belween extension
ond rursl arees; - '
training for locel snd reglonal davelopment
communicators in he production and
opolication of YIDED In rursl development

Expected outcome: i. enhonced performancs of axtension
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workers,
2. detler trained larmaers in proper crop
ond animel husbandry.

Expecled completion/duration: on-yoing. |

|

Bleat Progagation ond Oistribytios

Statlus: | on-going

Source of Funding: Oonrnmnt1

Tye of Payment:

Project Qbjectives: to Improve '!ecmms for Lthe propagation

of planting meterial; to provide farmers
wilh adequale qualily planling materisl:
ond Lo assist In the distriduticn of plenting
materiel o farmers; -

Expected outcomes: 1. distridution and cullivetion of ¢ renge of

| rops; .
~ 2 Increased production of selected crops

Expected complelion/durstion: 1o be on-going.

(xii) Qrchard Pest Hencoement
) Stetus: T eaegoing
Sourceof Funding  °  Brilish Developmaent Division (800)
Type of peyment; - lom
Projuct Objectives: resssrch program'no aimed st Improving e
) ylolds of Juile mengoes;

lo identify and monilor importent pests;
Lo delermine suitadie methods lor reducing
mejor pest prodiems.

Expocled outcome: \ muon‘tn losses In mango yields from
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ANNEX B

5C(1) = COUNTRY CTHECKLIST

Listed below are statutory criteria
applicable to the eligibility of countries to
receive the following categories of assistance:
(A) both Development Assistance and Economic
Support Funds; (B) Development Assistance
funds only; or (C) Economic Support Funds
only.

-

A, COUNTRY ELIGIBILITY CRITERIA APPLICABLE TO
BOTH DEVELOPMENT ASSISTANCE AND ECONOMIC
. SUPPORT FUND ASSISTANCE

1. Narcotics

a. Negative certification (FY
1991 Appropriations Act Sec. 559(b)): Has No
the President certified to the Congress T
that the government of the recipient
country is failing to take adequate
measures to prevent narcotic drugs or
other controlled substances which are
cultivated, produced or processed
illicitly, in whole or in part, in such
country or transported through such
country, from being sold illegally within
the jurisdiction of such country to United
States Government personnel or their
dependents or from entering the Unlted
States unlawfully? -

b. Poasitive certification (FAA N/A

Sec. 481(h)). (This provision applies to
assistance of any kind provided by grant,
sale, loan, lease, credit, guaranty, or
insurance, except assistance from the
Child Survival Fund or relating to
international narcotics contrel, disaster
and refugee relief, narcotics education

. and awareness, or the provision of food or
medicine.) If the recipient is a "major
illicit drug producing country" (defined
as 2 country producing during a fiscal
year at least five metric tons of opium or
500 metric tons of coca or marijuana) or a
*major drug-transit country” (defined as a
country that is a significant direct

Dominica Agricultural Sector --
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source of illicit drugs significantly
affecting the United States, through which
such -drugs are transported, or through
which significant sums ¢ drug-related
profits are laundered with the knowledge
or complicity of the government):

(1) does the country have
ini place a bilateral narcotics agreement
with the United States, or a multilateral
narcotics agreement? .

(2) has the President in
the March 1 International Narcotics
‘Control Strategy Report (INSCR) determined
and certified to the Congress (without
Congressional enactment, within 45 days of
continuous session, of a resolution
disapproving such a certification), or has
the President determined and certified to
the Congress on any other date (with
enactment by Congress of a resolution
approving such certification), that (a)
during the previous year the country has
cooperated fully with the United States or
taken adequate steps on its own to satisfy
the goals agreed to in a bilateral
narcotics agreement with the United States
or in a multilateral agreement, to prevent
illicit drugs produced or processed in or
transported through such country from
being transported into the United States,
to prevent and punish drug profit
laundering in the country, and to prevent
and punish bribery and other forms of
public corruption which facilitate
production or shipment of illicit drugs or
discourage prosecution of such acts, or
that (b) the vital national interests of
the United States require the provision of
such assistance?

c. Government Policy (1986
Anti-Drug Abuse Act of 1986 Sec. 2013(b)).
(This section applies to the same '
categories of assistance subject to the
restrictions in FAA Sec. 481(h), above.).
If recipient country is a "major illicit
drug producing country™ or "major
drug-transit country® (as defined for the
purpose of FAA Sec 481(h)), has the
President submitted a report to Congress

N/A
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listing such country as one: (a) which,
as a matter of government policy,
encourages or facilitates the production
or distribution of illicit drugs; (b) in
which any senior official of the
government engages in, encourages, or
facilitates the production or distribution
of illegal drugs; (c) in which any member
of a U.S. Government agency has suffered
or been threatened with violence inflicted
by or with the complicity of any
government officer; or (d) which fails to
provide reasonable cooperation to lawful
activities of U.S. drug enforcement

" agents, unless the President has provided
the required certification to Congress
pertaining to U.S. national interests and
the drug control and criminal prosecution
efforts of that country?

2. Indebtedness to U.8. citigens
(FAA Sec. 620(c): If assistance is to a
government, is the government indebted to
any U.S. citizen for goods or services
furnished or ordered where: (a) such
citizen has exhausted available legal

remedies, (b) the debt is not denied or
contested by such government, or (¢) the
indebtedness arises under an unconditional
guaranty of payment given by such
government or controlled entity?

3. B8eiszure of U.8. Property (FAA
Sec. 620(e)(1)): If assistance is to a
government, has it (including any
government agencies or subdivisions) taken
any action which has the effect of
nationalizing, expropriating, or otherwise
seizing ownership or control of property
of U.S. citizens or entities beneficially
owned by them without taking steps to
discharge its obligations toward such
citizens or entities?

4. Communist countries (FAA Secs.
620(a), 620(f), 620D; FY 1991
Appropriations Act Secs. 512, 545): 1Is
recipient country a Communist country? 1If
s0, has the President: (a) determined
that assistance to the country is vital to
the security of the United States, that
the recipient country is not controlled by
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the international Communist conspiracy,
and that such assistance will further
promote the independence of the recipient
country from international communism, or
(b) removed a country from applicable
restrictions on assistance to communist
countries upon a determination and report
to Congress that such action is important
to the national interest of the United
States? Will assistance be provided
either directly or indirectly to Angola,
Cambodia, Cuba, Iraq, Libya, Vietnam, Iran
or Syria? Will assistance be provided to
Afghanistan without a certification, or
will assistance be provided inside .
Afghanistan through the Soviet-controlled
government of Afghanistan?

5. Mob Action (FAA Sec. 620(3)):
Has the country permitted, or failed to
take adequate measures to prevent, damage
or destruction by mob action of U.S.
property?

6. OPIC Investment Guaranty (FAA
Sec. 620(l)): Has the country failed to
enter into an investment guaranty
agreement with OPIC?

7. 8eiszsure of U.B8. Fishing Vessels
(FAA Sec. 620(0); Fishermen's Protective
Act of 1967 (as amended) Sec. 5): (a) Has
the country seized, or imposed any penalty
or sanction against, any U.S. fishing
vessel because of fishing activities in
international waters? (b) If so, has any
deduction required by the Fishermen's
Protective Act been made?

8. Loan Default (FAA Sec. 620(q);
FY 1991 Appropriations Act Sec. 518
(Brooke Amendment)): (a) Has the
government of the recipient country been
in default for more than six months on
interest or principal of any loan to the
country under the FAA? (b) Has the
country been in default for more than one
year on interest or principal on any U.S.
loan under a program for which the FY 1990
Appropriations Act appropriates funds?

Mo

No

No

Ho

No
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9. MNilitary Equipment (FAA Sec. Yes. See "Takina into
620(s)): If contemplated assistance is Consideration" memo.
development loan or to come from Economic
Support Fund, has the Administrator taken
into account the percentage of the
country's budget and amount of the
country's foreign exchange or other
resources spent on military equipment?

(Reference may be made to the annual
"Taking Into Consideration®™ memo: ™Yes,
taken into account by the Administrator at
time of approval of Agency OYB." This
approval by the Administrator of the
Operational Year Budget can be the basis
for an affirmative answer during the ‘
fiscal year unless significant changes in
circumstances occur.)

10. Diplomatic Relations with U.S8.
(FAA Sec. 620(t)): Has the country
severed diplomatic relations with the
United States? 1If so, have relations been
resumed and have new bilateral assistance
agreements been negotiated and entered
into since such resumption?

11. U.NM. Obligations (FAA Sec. Current, See "Taking into
620(u)): What is the payment status of Consideration" memo.
the country's U.N. obligations? 1If the )
country is in arrears, were such
arrearages taken into account by the
A.I.D. Administrator in determining the
current A.I.D. Operational Year Budget?
(Reference may be made to the "Taking into
Consideration”™ memo.)

12. International Terrorism

a. Banctuary and support (FY
1991 Appropriations Act Sec. 556; FAA
Sec. 620A): Has the country been
determined by the President to: (a) grant
sanctuary from prosecution to any
individual or group which has committed an
"act of international terrorism, or (b)
"otherwise support international terrorism,
unless the President has waived this
restriction on grounds of national
security or for humanitarian reasons?
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b. Airport Becurity (ISDCA of
1985 Sec. 552(b). Has the Secretary of
State determined that the country is a
high terrorist threat country after the
Secretary of Transportation has
determined, pursuant to section 1115(e) (2)
of the Federal Aviation Act of 1958, that
an airport in the country does not
maintain and administer effective security
measures?

13. Discrimination (FAA Sec.
666(b)): Does the country object, on the
basis of race, religion, national origin
or sex, to the presence of any officer or
employee of the U.S. who is present in
such country to carry out economic
development programs under the FAA?

14. XNuclear Technology (FAA Secs.
669, 670): Has the country, after August
3, 1977, delivered to any other country or
received nuclear enrichment or
reprocessing equipment, materials, or
technoloqy, without specified arrangements
or safeguards, and without special
certification by the President? Has it
transferred a nuclear explosive device to
a non-nuclear weapon state, or if such a
state, either received or detonated a
nuclear explosive device? If the country
is a non-nuclear weapon state, has it, on
or after Augqust 8, 1985, exported (or
attempted to export) illegally from the
United States any material, equipment, or:
technology which would contribute
significantly to the ability of a country
to manufacture a nuclear explosive device?
(FAA Sec. 620E permits a special waiver of
Sec. 669 for Pakistan.)

15. Algiers Mesting (ISDCA of 1981,
Sec. 720): Was the country represented at

. the Meeting of Ministers of Foreign

Affairs and Heads of Delegations of the
Non-Aligned Countries to the 36th General
Assembly of the U.N. on Sept. 25 and 28,
1981, and did it fail to disassociate
itself from the communique issued? 1If so,
has the President taken it into account?
(Reference may be made to the "Taking into
consideration® memo.)

See "Taking into
Consideration" memo.
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16. Xilitary Coup (FY 1991

Appropriations Act Sec. 513): Has the

- duly elected Head of Government of the
country been deposed by military coup or
decree? If assistance has been
terminated, has the President notified
Congress that a democratically elected
government has taken office prior to the
‘resumption of assistance?

17. Refuges Cooperation (FY 1991 Yes, to the extent
-Appropriations Act Sec. 539): Does the anplicable.
recipient country fully cooperate with the
international refugee assistance
organizations, the United States, and
other governments in facilitating lasting
solutions to refugee situations, including
resettlement without respect to race, sex,
religion, or national origin?

18. Exploitation of children (FY
1991 Appropriations Act Sec. 599D,
amending FAA Sec. 116): Does the
recipient government fail to take
appropriate and adequate measures, within
its means, to protect children from
exploitation, abuse or forced conscription
into military or paramilitary services?

COUNTRY ELIGIBILITY CRITERIA APPLICABLE M/A. This is an ESF
ONLY TO DEVELOPMENT ASSISTANCE ("DA") program. “_

1. Human Rights violations (FAA Sec.
116): Has the Department of State
determined that this government has
engaged in a consistent pattern of gross
violations of internationally recognized
human rights? If so, can it be
demonstrated that contemplated assistance

- will directly benefit the needy?

2. Abortions (FY 1991 Appropriations
Act Sec. 535): Has the President
certified that use of DA funds by this
country would violate any of the
prohibitions against use of funds to pay
for the performance of abortions as a
method of family planning, to motivate or
coerce any person to practice abortions,
to pay for the performance of involuntary




sterilization as a’'method of family
planning, to coerce or provide any
financial incentive to any person to
undergo sterilizations, to pay for any
biomedical research which relates, in .
whole or in part, to methods of, or the
performance of, abortions or involuntary
sterilization as a means of family
planning?

COUNTRY ELIGIBILITY CRITERIA APPLICABLE
ONLY TO ECONOMIC SUPPORT FUNDS ("ESF")

Human Rights Violations (FAA Sec.
502B): Has it been determined that the No
country has engaged in a consistent
pattern of gross violations of
internationally recognized human rights?
If so, has the President found that the
country made such significant improvement
in its human rights record that furnishing
such assistance is in the U.S. national
interest?




5C(2) = ABB8ISTANCB CHECKLIST

Listed below are statutory criteria
applicable to the assistance resources
themselves, rather than to the eligibility of a
country to receive assistance. This section is
divided into three parts. Part A includes
criteria applicable to both Development
Assistance and Economic Support Fund resources.
Part B includes criteria applicable only to
Development Assistance resources. Part C
includes criteria applicable only to Econonic
Support Funds.

CROSS REFERENCE: IS COUNTRY CHECKLIST UP TO
DATE?

A. CRITERIA APPLICABLE TO BOTH DEVELOPMENT
ASSISTANCE AND ECONOMIC SUPPORT FUNDS

1. Host Country Development Bfforts
(FAA Sec. 601(a)): Information and
conclusions on whether assistance 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
savings and loan associations;
(d) discourage monopolistic practices; (e)
improve technical efficiency of industry,
agriculture, and commerce; and (f)
strengthen free labor unions.

2. U.8. Private Trade and Investment
(FAA Sec. 601(b)): Information and
conclusions on how assistance 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).

Dominica Agriculatural Sector --
1922 Program Grant (532-0176)

This program, which is intended

to help expand and diversify
Dominica's agricultural production
and sales, will encourage (a), (b),
(d) and (e).

The grant dollars will be used
to purchase U.S. commodities.
Also, the program may create new
opoortunities in the
agricultural sector.
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3. Congressional Notification

a. General requirement (FY 1991
Appropriations Act Secs. 523 and 591;
FAA Sec. 634A): If money is to be
obligated for an activity not previously
justified to Congress, or for an amount in
excess of amount previously justified to
Congress, has Congress been properly
notified (unless the notification
requirement has been waived because of
substantial risk to human health or
wvelfare)?

b. Notice of new account
obligation (FY 1991 Appropriations Act
Sec. 514): If funds are being obligated
under an appropriation account to which
they were not appropriated, has the, .
President consulted with and provided a
written justification to the House and
Senate Appropriations Committees and has
such obligation been subject to regqular
notification procedures?

¢, Cash transfers and
nonproject sector assistance (FY 1991
Appropriations Act Sec. 575(b) (3)): If
funds are to be made available in the form
of cash transfer or nonproject sector
assistance, has the Congressional notice
included a detailed description of how the
funds wil.i be used, with a discussion of
U.S. interests to be served and a
description of any economic poolicy
reforms to be promoted?

4. Engineering and Financial Plans
(FAA Sec. 61li1(a)): Prior to an obligation
in excess of $500,000, will there be: (a)
engineering, financial or other plans
necessary to carry out the assistance; and
(b) a reasonably firm estimate of the cost
to the U.S. of the assistance?

I 5. -Legislative Action (FAA Sec.
611(a)(2)): If legislative action is
required within recipient country with

respect to an obligation in excess of
$500,000, what is the basis for a
reasonable expectation that such action

A CN was cleared withopt
objection on Decembér =2
1991.
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will be completed in time to permit
orderly acconmplishment of the purpose of
the assistance?

6. Water Resources (FAA Sec. 611(b);
FY 1991 Appropriations Act Sec. 501): If
project is for water or water-related land
resourca 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, et
seq.)? (See A.I.D. Handbook 3 for
guidelines.)

7. Cash Transfer and Sector
Assistance (FY 1991 Appropriations Act
Sec. 575(b)): Will cash transfer or
nonproject sector assistance be maintained
in a separate account and not commingled
with other funds (unless such requirements
are waived by Congressional notice for
nonproject sector assistance)?

8. Capital Assistance (FAA Sec.
611(e)): If project is capital assistance
(e.g., construction), and total U.S.
assistance for it will exceed $1 million,
has Mission Director certified and
Regional Assistant Administrator taken
into consideration the country's .
capability to maintain and utilize the
project effectively?

9. Multiple Country Objectives (FAA
Sec. 601(a)): Information and conclusions
on whether 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 savings and loan
associations; (d) discourage monopolistic
practices; (e) improve technical
efficiency of industry, agriculture and
commerce; and (f) strengthen free labor
unions.

N/A

Yes

N/A

See A.1 above
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10, U.8. Private Trude (FAAL Sec.
601(b)): Information and 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).

11, Local Currencies

a. Recipient Contributions
(FAA Secs. 612(b), 636(h)): 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 currencies owned by the U.S.
are utilized in lieu of dollars.

b. U.B.-0wned Currency (FAA
Sec. 612(d)): Does the U.S. own excess
foreign currency of the country and, if
50, what arrangements have been made for
its release?

Cc. B8eparate Account (FY 1991
Appropriations Act Sec. 575). 1If
assistance is furnished to a foreign
government under arrangements which result
in the generation of local currencies:

(1) Has A.I.D. (a)
required that local currencies be
deposited in a separate account
established by the recipient government,
(b) entered into an agreement with that
government providing the amount of 1local
currencies to be generated and the terms
and conditions under which the currencies
580 deposited may be utilized, and (c)
established by agreement the
responsibilities of A.I.D. and that
government to monitor and account for
deposits into and disbursements from the
separate account?

See A.2 above

The program is intended

to encourage Dominica to  *
use its own resources to
take various policy actions
Ho U,S. owned foreign
currencies will be utilized

N/A

Yes to (a), (b) & (c)
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textiles, apparel, footwear, handbags,
flat goods (such as wallets or coin purses
worn on the person), work gloves or
leather wearing apparel?

13. Tropical Yorests (FY 1991
Appropriations Act Sec. 533(c)(3)): Will
funds be used for any program, project or
activity which would (a) result in any
significant loss of tropical forests, or
(b) involve industrial timber extraction
in primary tropical forest areas?

14. PVO Assistance

a. Auditing and registratioen
(FY 1991 Appropriations Act Sec. 537): If
assistance is being made available to a
PVO, has that organization provided upon
timely request any document, file, or
record necessary to the auditing
requirements of A.I.D., and is the PVO
registered with A.I.D.?

b. Punding sources (FY 1991
Appropriations Act, Title II, under
heading "Private and Voluntary
~organizations"): 1If assistance is to be
made to a United States PVO (other than a
cooperative development organization),
does it obtain at least 20 percent of its
total annual funding for international
activities from sources other than the
United States Government?

15. Project Agreament Documentation These actions will be taken,
(State Authorization Sec. 139 (as to the extent applicable
interpreted by conference report)): Has
confirmation of the date of signing of the
project agreement, including the amount
involved, been cabled to State L/T and
A.I.D. LEG within 60 days of the
agreement's entry into force with respect
to the United States, and has the full
text of the agreement been pouched to
those same offices? (See Handbook 3,

Appendix 6G for agreements covered by this
provision) .
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16. MNMetric Bystea (Omn:bus Trade and
Competitiveness Act of 1988 Sec. 5164, as
interpreted by conference report, amending
Metric Conversion Act of 1975 Sec. 2, and
as implemented through A.I.D. policy):
Does the assistance activity use the
metric system of measurement in its
procurements, grants, and other
business-related activities, except to the
extent that such use is impractical or is
likely to cause significant inefficiencies
or loss of markets to United States firms?
Are bulk purchases usually to be made in
metric, and are components, subassemblies,
and semi-fabricated materials to be
specified in metric units when
econonically available and technically
adequate? Will A.I.D. specifications use
metric units of measure from the earliest
programmatic stages, and from the earliest
documentation of the assistance processes
(for example, project papers) involving
quantifiable measurements (length, area,
volume, capacity, mass and weight),
through the implementation stage?

17. ©Women in Development (FY 1591
Appropriations Act, Title II, under
heading "Women in Development®): Will
assistance be designed so that the
percentage of women participants will be
demonstrably increased?

18. Regional and Xultilateral
Assistance (FAA Sec. 208): 1Is assistance
more efficiently and effectively provided
through regional or multilateral
organizations? 1f so, why is assistance
not so provided? Information and
conclusions on whether assistance will
encourage developing countries to
cooperate in regional development
programs.

No. This is a direct
grant to Dominica for
sector reform.




19. Abortions (FY 1991
Appropriations Act, Title II, under
heading "Population, DA," and Sec. 525):

a. Will assistance be made
available to any organization or program
which, as determined by the President,
supports or participates in the management
of a program of coercive abortion or
involuntary sterilization?

b. Will any funds be used to
lobby for abortion?

: 20. Cooperatives (FAA Sec. 111):
Will assistance help develop cooperatives,
especially by technical assistance, to
assist rural and urban poor to help
themselves toward a better life?

21. U.8.-Owvned Foreign Currencies

a. Use of currencies (FAA Secs.
612(b), 636(h); FY 1991 Appropriations Act
Secs. 507, 509): Describe steps taken to
assure that, to the maximum extent
possible, foreign currencies owned by the
U.S. are utilized in lieu of dollars to
meet the cost of contractual and other
services.

b. Release of currencies (FAA
Sec. 612(d)): Does the U.S. own excess
foreign currency of the country and, if
so, what arrangements have been made for
its release?

22. Procurement

a. Bmall business (FAA Sec.
602(a)): Are there arrangements to permit
U.S. small business to participate
equitably in the furnishing of commodities
and services financed?

' b. U.B8. procurement (FAA Sec.
604(a)): Will all procurement be from the

U.S. except as otherwise determined by the

President or determined under delegation
from him?

Grant dollars will be used
for U.S. procurement.
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Cc. Maripe insurance (FAA Sec.
604 (d)): If the cooperating country
discriminates against marine insurance
companies authorized to do business in the
eS., Will commodities be insured in the
United States against warine risk with
such a company?

d. XYon-U.8. agricultural
procurement (FAA Sec. 604(e)): It
non-U.S. procurement of agricultural
commodity or product thereof is to be
financed, is there provision against such
procurement when the domestic price of
such commodity is less than parity?
(Exception where commodity financed could
not reasonably be procured in U.S.)

e, Construction or engineering
services (FAA Sec. 604(g)): Will
construction or engineering services be
procured from firms of advanced developing
countries which are otherwise eligible
under Code 941 and which have attained a
competitive capability in international
markets in one of these areas? (Exception
for those countries which receive direct
economic assistance under the FAA and
permit United States firms to compete for
construction or engineering services

financed from assistance programs of these -

countries.)

£f. Cargo preference shipping
(FAA Sec. 603)): Is the shipping excluded
from compliance with the requirement in
section 901(b) of the Merchant Marine Act
of 1936, as amended, that at least
50 percent of the gross tonnage of
commodities (computed separately for dry
bulk carriers, dry cargo liners, and
tankers) financed shall be transported on
privately owned U.S. flag commercial
vessels to the extent such vessels are
"available at fair and reasonable rates?

g. Technical assistance
(FAA Sec. 621(a)): 1If technical
assistance is financed, will such
assistance be furnished by private
enterprise on a contract basis to the
fullest extent practicadble? WwWill the

N/A. This {s a non-project
cash tramsfer arant. See FY
10¢]1 Annrooriations Act, Sec.
575(b)(2).
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facilities and resources of other Federal
agencies be utilized, when they are
particularly suitable, not competitive
with private enterprise, and made
available without undue interference with
domestic programs?

h. U.8. air carriers
(International Air Transportation Fair
Competitive Practices Act, 1974): If air
transportation of persons or property is
financed on grant basis, will U.S.
carriers be used to the extent such
servzce is available?

. i. Termination for convenience
of U.8. Govermnment (FY 1991 Appropriations
Act Sec. 504): If the U.S. Government is
a party to a contract for procurenent,
does the contract contain a provision
authorizing termination of such contract
for the convenience of the United States?

j. Consulting services
(FY 1991 Appropriations Act Sec. 524): If
assistance .is for consulting service

through procurement contract pursuant to 5
U.S.C. 3109, are contract expenditures a
matter of public record and available for
public inspection (unless otherwise
provided by law or Executive order)?

k. Metric conversion
(Omnibus Trade and Competitiveness Act of
1988, as interpreted by conference report,
amending Metric Conversion Act of 1975
Sec. 2, and as implemented through A.I.D.
policy): Does the assistance program use
the metric system of measurement in its
procurements, grants, and other
business-related activities, except to the
extent that such use is impractical or is
likely to cause significant inefficiencies
or loss of markets to United States firms?
Are bulk purchases usually to be made in
metric, and are components, subassemblies,
and semi-fabricated materials to be:
specified in metric units when
economically available and technically
adequate? Will A.I.D. specifications use
metric units of measure from the earliest
programmatic stages, and from the earliest




documentation of the assistance processes
(for example, project papers) involving
quantifiable measurements (length, area,
volume, capacity, mass and weight),
through the implementation stage?

1. Competitive 8election
Procedures (FAA Sec. 601(e)): Will the
assistance utilize competitive selection
procedures for the awarding of contracts,
except where applicable procurement rules’
allow otherwise?

23, Construction

. a. Capital project (FAA Sec.
601(d)): 1If capital (e.g., construction)
project, will U.S. engineering and
professional services be used?

b. Construction contract (FAA
Sec. 611(c)): If contracts for
construction are to be financed, will they
be let on a competitive basis to maximum
extent practicable?

c. Large projects,
Congressional approval (FAA Sec. 620(k)):
If for construction of productive
enterprise, will aggregate value of
assistance to be furnished by the U.S. not
exceed $100 million (except for productive
enterprises in Egypt that were described
in the Congressional Presentation), or
does assistance have the express approval
of Congress?

24. U.8. Audit Rights (FAA Sec.
301(d)): If fund is established solely by
U.S. contributions and administered by an
international organization, does
Comptrolier General have audit rights?

25. Comnmunist Assistance (FAA Sec.
620(h). Do arrangements exist to insure
that United States foreign aid is not used
in a manner which, contrary to the best
interests of the United States, promotes
or assists the foreign aid projects or
activities of the Communist-bloc
countries?

N/A

N/A

N/A

N/A

N/A

Yes
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26. Marcotics

a. Cash reimbursements (FAA
Sec. 483): Will arrangements preclude use
of financing to make reimbursements, in
the form of cash payments, to persons
whose illicit drug crops are eradicated?

b. Assistance to narcotics
traffickers (FAA Sec. 487): Will
arrangements take “all reasonable steps"
to preclude use of financing to or through
individuals or entities which we know or
have reason to believe have either: (1)
been convicted of a violation of any law
or regulation of the United States or a
foreign country relating to narcotics (or
other controlled substances); or (2) been
an illicit trafficker in, or otherwise
involved in the illicit trafficking of,
any such controlled substance?

27. Expropriation and Land Refora
(FAA Sec. 620(g)): Will assistance
preclude use of financing to compensate
owners for expropriated or nationalized

property, except to compensate foreign
nationals in accordance with a land reform
program certified by the President?

28. Police and Prisons (FAA Sec.
660): Will assistance preclude use of
financing to provide training, advice, or
any financial support for police, prisons,
or other law enforcement forces, except
for narcotics programs?

29. CIA Activities (FAA Sec. 662):
Will assistance preclude use of financing
for CIA activities?

30. Motor Vehicles (FAA Sec.
636(i)): Will assistance preclude use of
financing for purchase, sale, long-term
- lease, exchange or guaranty of the sale of
motor vehicles manufactured outside U.S.,
unless a waiver is obtained?




31. MNilitary Personnel (FY 1991
Appropriations Act Sec. $03): Will
assistance preclude use of financing to
pay pensions, annuities, retirement pay,
or adjusted service compensation for prior
or current military personnel?

32. Payment of U.N. Assessments (FY
1991 Appropriations Act Sec. 505): Will
assistance preclude use of financing to
pay U.N. assessments, arrearages or dues?

33. Multilateral Organization
Lending (FY 1991 Appropriations Act Sec.
506): Will assistance preclude use of
financing to carry out provisions of FAA
section 209(d) (transfer of FAA funds to
multilateral organizations for lending)?

34. Bxport of Nuclear Resources (FY
1991 Appropriations Act Sec. 510): Will
assistance preclude use of financing to
finance the export of nuclear equipment,
fuel, or technology?

35. . Repression of Population (FY
1991 Appropriations Act Sec. 511): Will
assistance preclude use of financing for
the purpose of aiding the efforts of the
government of such country to repress the
legitimate rights of the population of
such country contrary to the Universal
Declaration of Human Rights?

36. Publicity or Propoganda (FY 1991
Appropriations Act Sec. 516): Will
assistance be used for publicity or
propaganda purposes designed to support or
defeat legislation pending before
Congress, to influence in any way the
outcome of a political election in the
United States, or for any publicity or
- propaganda purposes not authorized by
Congress?




37. MXarine Insurance (FY 1991
Appropriations Act Sec. 563): Will any
A.I.D. contract and solicitation, and
subcontract entered into under such
contract, include a clause requiring that
U.S. marine insurance companies have a
fair opportunity teo bid for marine
insurance when such insurance is necessary
or appropriate?

38. Exchange for Prohibited Act (FY
1991 Appropriations Act Sec. 569): Will
any assistance be provided to any foreign
government (including any instrumentality
or agency thereof), foreign person, or
United States person in exchange for that
foreign government or person undertaking
any action which is, if carried out by the
United States Government, a United States
official or employee, expressly prohibited
by a provision of United States law?

CRITERIA APPLICABLE TO DEVELOPMENT
ASSISTANCE ONLY

1. Agricultural Exports (Bumpers
Amendment) (FY 1991 Appropriations Act
Sec. 521(b), as interpreted by conference
report fcr original enactment): If
assistance is for agricultural development
activities (specifically, any testing or
breeding feasibility study, variety
improvement or introduction, consultancy,
publication, conference, or training), are
such activities: (1) specifically and
principally designed to increase
agricultural exports by the host country
to a country other than the United States,
where the export would lead to direct
competition in that third country with
exports of a similar commodity grown or

produced in the United States, and can the

activities reasonably be expe:ted to cause
substantial injury to U.S. exporters of a

similar agricultural commodity; or (2) in

support of research that is intended

. primarily to benefit U.S. producers?

N/A. This is an ESF program
(pp. 15-25 of Assistance

Checklist is omitted]
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CRITERIA APPLICABLE TO ECONOMIC SUPPORT
FUNDS ONLY

1. Bconomic and Political Btability
(FAA Sec. 531(a)): Will this assistance
promote economic and political stability?
To the maximum extent feasible, is this
assistance consistent with the policy
directions, purposes, and programs of Part
I of the FAA?

2. Military Purposes (FAA Sec.
531(e)): Will this assistance be used for
military or paramilitary purposes?

3. Commodity Grants/Separate
Accounts (FAA Sec. 609): If commodities
are to be granted so that sale proceeds
will accrue to the recipient country, have
Special Account (counterpart) arrangements
been made? (For FY 1991, this provision
is superseded by the separate account
requirements of FY 1991 Appropriations Act
Sec. 575(a), see Sec. 575(a)(5).)

4. Generation and Usa of Local
Currencies (FAA Sec. 531(d)): Will ESF N/A.  This is an FY 1992
funds made available for commodity import Obligation.
programs or other program assistance be
used to generate local currencies? If so,
will at least 50 percent of such lccal
currencies be available to support
activities consistent with the objectives
of FAA sections 103 through 106? (For FY
1991, this provision is superseded by the
separate account requirements of FY 1991
Appropriations Act Sec. 575(a), see Sec.
575(a) (5).) -

4 5. Cash Transfer Requirements (FY
1991 Appropriations Act, Title II, under
heading "Economic Support Fund,"™ and Sec.

" 575(b)). If assistance is in the form of
a cash transfer:

a. Beparate account: Are all '
such cash payments to be maintained by the Yes. (This is a non-project
country in a separate account and not to cash transfer grant).
be commingled with any other funds?
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b. Local currencies: Will all
local currencies that may be generated
with funds provided as a cash transfer to Yes
such a country also be deposited in a
special account, and has A.I.D. entered
into an agreement with that government
setting forth the amount of the local
currencies to be generated, the terms and
conditions under which they are to be
used, and the responsibilities of A.I.D.
and that government to monitor and account
for deposits and disbursements?

c. U.B8. Government use of local .
currencies: Will all such local Yes
currencies also be used in accordance with .
FAA Section 609, which requires such local
currencies to be made available to the
U.S. government as the U.S. determines
necessary for the requirements of the U.S.
Government, and which requires the
remainder to be used for programs agreed &
to by the U.S. Government to carry out the
purposes for which new funds authorized by
the FAA would themselves be available?

d. Congressional notice: Has
Congress received prior notification
providing in detail how the funds will be
used, including the U.S. interests that
will be served by the assistance, and, as
appropriate, the economic policy reforms
that will be promoted by the cash transfer
assistance?

Yes
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