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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 
overall 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.

Conditions Precedent to Disbursement of the first phase of the program 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 ECS412.4 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_spap products .accounted [for US$7. : _^
total merchandise exports) and US$11.8 millon 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 
$1 17.8 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.

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. Deficits 
increased each year since then and a deficit of EC$51.5 million was reached for 1990/91. A 
considerable portion of these deficits have been financed by borrowing from commercial 
banks: ECS20.3 million in 1989/90 and ECS23.9 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 persona] 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 ECS60.2 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 been 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% to 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.ihan Windward IslandJoananas. 
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 country specific differences in the current EC importing rules and -  
differences in the retail price of b&nanas, 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$1.08 a Ib.) and Germany (at about US$.50 a lb.). 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 5 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 fanning 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 b?na"a* *o frfcg 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, there1 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 natural 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 to 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 business occurs in ~ ~- 
agricultural products (excepting bananas). Agro-processors are shipping to the regional 
market (coconut based soaps, processed cacao and coffee, not 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. Collection 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 also 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 <to 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 nre*- <* n» frr farm, except for that produce that needs additional treatment (washing) 
which would be handled at a central packing plant.

A major constraifl to both icgiooal 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.



III. 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*i 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 fisheries and aquaculture sectors. It speaks to 
government institutional efficiencies that can be gained by reorganization and strategic 
management, .._..._ . .

Projects aimed at increasing 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 islo 
begin the transition to crops other than bananas before the change" 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 
concentrating on marketing.

Specifically, the Ministry of Agriculture's projects in the area of diversification include: 
improved non-traditional plant propagation and distributionjcacao, 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 disseminate information on 
produce quality requirements.

B. Problems to be addressed by program

The proposed changes in EC policies towards bananas from Dominica (and the other 
Windward Island producers) will negatively impact on the price of bananas, the incomes of 
han^na farmers, and the export earnings of the country. Without appropriate advanced _ 
planning on the part cf producers and an early shift to other crops, the transition period from 
a high to a lower banana price will be disruptive and difficult.  --- - ---------

The diversification to other export and import substitute 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 demonstration programs to allow farmers to 
use their marginal banana lands to produce exportable alternatives. Second, there is a need 
for the developmentt)f 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), again to reduce the costs of getting these crops to external markets. These 
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 competitive 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 
_Djin^nica.__Earlier programs that provided^ bajance of payments assistance Jor 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 earnings. While the level of the shortfall in earnings is 
difficult to predict, a 30 percent decline in the price of bananas, with constant levels vf 
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 c 
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.I.D. 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.I.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 protection from commodity price shocks orjiatural 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.I.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.I.D. 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.I.D. will ask the GOCD 
to meet.

F. Conditions Precedent Governing Disbursement

The conditionally 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 cacaoVpassTon 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 public and private sector 
bodies in the country.
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2. Conditions Precedent to Second 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 tine 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 US AID 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.I.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. PROGRAM ELEMENTS

A. Use of U.S. Dollar Resources

Depending on the existing foreign exchange regime in a recipient country, AID/VV 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 maintain 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 
opened for the purposes of the initial program grant and is to be used exclusively for 
disbursements under this proposed grant amendment. Conditionally 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 jrt 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. Tiese 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 met by the government under the first program was the creation of a sub^cctoraT 
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 into 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 financial management systems in pbce to properly account for 
the local currency. Previous capability assessments also support the conclusion that the 
Government of the Commonwealth of Dominica's financial 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 ai.d internal controls 
were in place to offer reasonable assurance that allocated funds would be used for intended 
purposes. RDO/C accepts tnis prior favorable experience wi',' thf 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.I.D., through the Ministry of Finance:

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

o copies of the statements of the latter account, verifying that the funds have 
..-been appropriate!)^released.__________ ____

In the case of local currency, the GOCD will be required to demonstrate that funds have 
been allocated 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.I.D. will monitor the implementation of the program through regularly submitted reports 
and frequent visits to GOCD implementing agencies. Per the terms of the original 
agreement, the GC»CD has agreed to meet at regular intervals with A.I.D. in 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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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 1n Fiscal 
Year 1992.

The purpose of the grant 1s to assist the country of Dominica Increase Us 
'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 1s 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 1s 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 substantially 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 Disbursement are Intended to promote the development 
and official approval of an Agricultural 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 
1n 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 Nest Indies Tropical Produce 
Support Project (TROPRO), to which US $300,000 will be added this Fiscal Year.

\
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The Agricultural Diversification Strategy 1s expected to Include several 
essential 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 
1n the process of elaborating the strategy. It Is also expected that the GOCD 
will have substantive Interaction and dialogue with the private sector and 
design the ADS collaboratlvely with the private sector. This collaboration 
will help Insure that the resulting strategy supports or creates an 
environment 1n which the private sector 1s able to perform as effectively and 
efficiently as possible 1n the agricultural expansion and diversification 
process. An annex 1s 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, 1s Intended to support Implementation 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 1n collaboration with 
the Ministry of Agriculture and Ministry of Finance of the GOCD. It reflects 
jointly developed perspectives on an effective and efficient process which 
will assist Dominica move towards expanding and diversifying Its economic and 
export base, specifically 1n agricultural production.

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 Doa1n1ca Agricultural Sector 
Support, the authorization of US $1.0 million 1n 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 diversification for the Government 
of the Commonwealth of Dominica.
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II. BACKGROUND

A. Hacroeconoil c Framework

The economy of Dominica 1s a small open one. primarily based on agriculture 
and agro-processing. The average per capita GDP of the country's approximately 
85,000 people Is about US$ 1.900. Since the mid-1980s, except for the effects 
of Hurricane Hugo 1n 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 71 In 1990. Unemployment has declined 
from 201 to 101 since the mid-1980s. Public sector savings are 5-81 
annually. Debt service Is less than 51 of exports. The public sector has 
made substantial Investment In Infrastructure, as much as 201 of GDP 1n 1990. 
The inflation rate 1s moderate at 31 for the same year. The exchange rate 1s 
stable and the balance of payments demonstrates acceptable performance. This 
relative national economic stability 1s vulnerable because of the narrow 
export base. Bananas, which receive a highly subsidized price from the United 
Kingdom, account for about 701 of total exports, nearly 281 of GDP and nearly 
461 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 1 1n 1986-1988, stimulated 
by the increased production of bananas and the spillover effects on other 
sectors. GDP declined by 1 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 1s estimated at 7 1 1n 1990.

Private sector wages Increased on average by 61 a year in 1987-90, and in late 
1989 the minimum wage was Increased by 501. The relatively strong growth 1n 
the economy since the mid-1980s led to a reduction in the unemployment rate 
from 201 at the beginning of 1990 to less than 101 recently. Labor shortages 
are now reported In some sectors. These labor shortages have put upward 
pressure on public sector wages, contributing to a high public sector wage 
bill.

The rate of Increase of consumer prices rose from about 31 a year 1n 1986-88 
to nearly 61 1n 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 31 a year 
and some food prices declined as production recovered.

Public finances strengthened 1n 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 71 1n 
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
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Corporatlon (DBHC), 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 1n the late 1980s.

Hurricane Hugo wrought declines In economic activity. Public sector savings 
declined from nearly 81 of GDP 1n 1988-89 to 51 1n 1989-90. Capital 
expenditures also Increased and the overall balance moved from a surplus of 
more than 21 of GDP 1n 1988-89 to a deficit equivalent to 91 of GDP In 
1969-90. This led the public sector to borrow the equivalent of 41 of GDP 
from the domestic banking system 1n 1989-90 after several years of net 
repayment.

Private sector deposits with commercial banks sore than doubled between 1985 
and m1d-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 public 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 payments rose from about 
41 of GOP a year 1n 1986-87 to nearly 201 of GDP a year 1n 1988-89. This 
reflected a rise In Imports of both consumer and capital goods in line with 
the growth of personal Income and of public Investment, and a fall 1n exports 
due to the hurricane. The external current account deficit 1s estimated to 
have declined to 161 of GOP 1n 1990 as banana export 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 1n 
1990. However 1n relation to GDP, the debt declined from about 481 to 441 
during the same period. The share of concessional borrowing during this 
period Increased from about 731 in 1985 to 971 in 1990, which served to reduce 
the annual debt service from 81 of exports of goods, nonfactor services, and 
net private transfers to less than 51.

The exchange rate of Doainica's currency, the Eastern Caribbean dollar, has 
been pegged to the U.S. dollar at the rate of E.G. dollars 2.70 per U.S. 
dollar since July, 1976. In real effective terms there was a depreciation of 
about 241 fron early 1985 through mld-1988. From m1d-1988 to raid-1990. the 
exchange rate for the E.C. dollar for Dominica has shown no trend in real 
effective terms.

Economic Prospects

The annual growth of real GDP 1s projected to be In the range of 5-61 a year 
1n 1991-93. However, this 1s 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.
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The uncertainty and time frame posed In 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 1n the expansion of banana cultivation to less 
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 operations.

Some manufacturers are experiencing difficulties due to the rising cost of 
labor, the less developed transport system compared to neighboring states, and 
the loss of some markets. GOCO 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 adoption of 
CARICOM's Common External Tariff (GET) which should strengthen the position of 
Dominica's exporters within the region. Moreover, Investment in 
hydroelectrldty, 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 
vacation and retirement community housing, Is expected to further enhance 
annual GDP.

Major proposals of the central government budget for 1990-91 included 
reinstating the export tax on bananas, Increasing various post and travel 
allowances, raising the celling on government employment by 21, and Increasing 
wages by 31 retroactive to the beginning of the previous fiscal year. 
Subsequent modifications included changing the structure on some duties, 
netting a revenue Increase of 0.51 of GDP on an annual 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 71 1n 1990-91 and 7.51 in the previous .year 
and awarded an additional 0.51 to the 51 Increase of 1988-89.

Notwithstanding measures which increased revenues by 1.51 of GOP in 1990-91, 
Government revenues are projected to decline to 271 of GDP this year, from 281 
1n the previous year. Contributing factors are a fall 1n income tax receipts 
and the projected slower growth of Imports. With current expenditures 
estimated to Increase from 241 of GDP to 251 1n the present fiscal year, the 
current account surplus 1s expected to decline to 21 of GDP In 1990/91 from 41 
in the previous year.

The decline 1n 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 Hater Authority Increased water rates by 501 and the Dominica 
Banana Marketing Corporation's finances have strengthened with the recovery of 
banana production.
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The overall deficit 1s expected to remain about 91 of GDP. For the second 
consecutive year, the deficit 1s likely to exceed the availability of 
concessional external financing and thus to require domestic financing 
equivalent to 41 of GDP. It 1s projected that this 1990-91 deficit of 91 of 
GDP can be reduced to less than 11 of GOP a year 1n 1991-92 and 1992-93, 
assuming no new discretionary revenue measures are Implemented, that wage and 
salary expenditure Increase no more than 61 which would be below the expected 
growth of nominal GDP of 9-101 a year, and that capital expenditure would 
decline from about 181 of GOP In 1990-91 to an average of 121 In the following 
two years. Taking account of existing comnltments of external concessionary 
assistance, a deficit of this size would enable the public sector to reduce 
Us outstanding domestic Indebtedness.

Economic projections referenced 1n this section on Dominica's economy are 
based on the GOCD, the IMF and the Horld Bank assumptions for the medium term:

o 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;

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

o Imports will Increase more slowly than 1n the past because of the 
decline of public Investment;

o earnings from tourism will Increase as more facilities are developed;

o 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 hone construction and new 
Manufacturing;

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

On these assumptions, the external current account deficit would fall to about 
111 of GDP by 1993, from 161 1n 19SO. The ratio of external public debt to 
GDP 1s projected to decline from 431 in 1990 to 371 1n 1993 and debt service 
as & proportion of exports of goods and nonfactor services and private 
transfers is estimated to decline from 51 to about 41 a year over the same 
period.
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3. Agriculture Sectoral Fraaeworfc

A full Agricultural Sector Assessment 1s provided as ANNEX F of this PAAO.

Agriculture In Dominica Is the largest contributor to GDP (30%), provides 
nearly one half of employment,and earns 751 of the foreign exchange. The ten 
thousand, mostly small farmers cultivate 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 ornamentals, 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 931 of 
the value of agricultural production and approximately 701 of total exports. 
Without the subsidy embodied in the U.K. preferential treatment of Dominican 
bananas, 1t has been estimated that banana prices could fall by as much as 
501. 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 fanner 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 1s lost. The sectoral program 
described in this PAAD will encourage and assist adjustment away from 
production of this subsidized commodity Into 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 likely fall when the 
banana subsidy disappears, H1?h dependence on Imported foodstuffs renders the 
availability of basic food required by the population vulnerable to balance of 
payments problems that the dlnrinishat.' or eliminated subsidy on banana, could

P
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severely test. Unless comparative advantage shifts exports to other products 
that bring In equivalent levels of foreign exchange earnings, 1t 1s 1n 
Dominica's Interest to produce economically vlabje food products that reduce 
the food Import bill, respond to local demand, and efficiently employ 
Dominica's agricultural production potential. In short, the policy thrust 
toward agricultural diversification can address both the Issue 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 Input 
supply, technical assistance, and aerial spraying, which reduces a number of 
production risks. Disaster Insurance covers rehabilitation and replacement 
costs for windstorm damage to bananas, thereby alleviating important climatic 
risks.

In contrast, fanners 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 bill, 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)

2)

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

deficiencies In the diversified export, 
sub-systeas for fresh and processed produce.

processing and marketing
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III. PROGRAM DESCRIPTION

A. Rationale and Priority Problea to be Addressed

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

The national economy and Its agricultural sector are excessively 
dependent on subsidized banana exports to the United Kingdom market.

The planned unification of the European market and of Its external tariff 
policies 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 capability and production potential, could make significant 
contributions toward addressing these Issues. Agricultural diversification 
could also serve to decrease the high food Import bill 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 Us 
export base. The proposed cash transfer assistance 1s 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 world 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 Prooraa 1n Doalnica

The ongoing ESF program in Dominica commenced In 1987 as part of the Tight 
Consultative Group Economic (TCG) Program 1n conjunction with the IMF and the 
Horld 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 Incentives to stimulate private 
sector Investment 1n order to promote growth of output and employment. The 
program also aimed to strengthen public finances by establishing public sector 
savings targets. The GOCD projects that 1t 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.
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Domlnlca successfully net all targets for the first three tranches of the 
ongoing program. However, a combination of unexpected events prevented the 
GOOD from meeting targets for the last tranche. These targets were:

6 restraining growth 1n the central government civil service wage and 
salary payments so that they do not exceed 49% of current revenue 
and 541 of current expenditure; and

o 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 GOCO projects that government dvll 
service wage and salary payments will equal 57.1% of current revenue and 59.11 
of current expenditure, and that the current account surplus will equal 3.21 
of current revenue.

In spite of falling short on meeting the targets for the fourth tranche of the 
existing ESP program, the GOCO has provided Information that demonstrates 
strong effort and responsible progress toward meeting them, and that 
Identifies conditions 1n the country's economic, political, and legislative 
environment which defend the revenue and expenditure patterns for the fiscal 
year. The GOCO has also outlined actions directed toward Insuring full target 
achievement during the next fiscal year. RDO/C supports continued progress 1n 
this direction and sees 1t as an Important foundation for sustained success of 
the agricultural diversification program.

In general, the performance of the agricultural sector Influences and 1s 
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 1s Invested 1n 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 Dominica maintain competitiveness and promote the expansion of 
non-traditional export activities. In this sense, the GOCO should further 
direct public sector Involvement to areas that stimulate private sector 
activity outside the banana Industry.

The program Includes covenants that encourage the GOCO to continue to make 
best effort progress toward restraining growth 1n central government civil 
service wage and salary payments, and to Increase the central government 
current account surplus.

C. Purpose and Structure of the PfMfM

The purpose of the program 1s to provide support to the Government of the 
Commonwealth of Dominica (GOCO) 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.



The program 1s structured to obligate US $1.0 nil lion 1n 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 $1.0 million will be 
obligated for the program 1n FY 92, depending on the availability of funds. 
Disbursements will be made 1n separate tranches of US$ 500,000, governed by 
the satisfaction of Conditions Precedent.

Conditions set by A.I.O. are Intended to help the GOCO to achieve the purpose 
of the program through the development, review, approval, and Implementation 
of an Agricultural Diversification Strategy (ADS). Evidence Indicating 
satisfaction of conditions precedent to disbursement will demonstrate GOCD 
commitment and progress towards achieving diversification 1n 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 O.E.C.S.-managed Hest Indies Tropical Produce Support Project (TROPRO). 
Of the US $1.3 million In FY 1991 Economic Support Funds, US $300,000 will 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 1n 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 macroeconomic, 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 
development, 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 nore efficient marketing system is required to expand production 
and processing, Improve marketing efficiencies, enhance market 
competitiveness, and Increase market penetration for various 
products. Thus, a key feature of the diversification strategy 1s 
likely 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 reliant 
on subsidized banana exports to an economy supported by diversified 
production in a competitive International market environment. The 
market ordering system will also play a significant role in 
implementing other aspects of the strategy
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4. In the elaboration of a policy agenda and an Action Program for 
Implementation of the strategy, a budflil which reflects the costs of 
diversification both 1n 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 line Item 1n the budget for Diversification 
Support that can fund private or public sector efforts. The line 
Item can be funded by the Eastern Caribbean Dollar equivalent of the 
U.S. dollar disbursements.

5. Finally, the Agricultural Diversification Strategy and Action 
Program will need to address the environmental factors associated 
with agricultural diversification.

D. Conditional1tv 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 1s described.

1. First Tranche Cond1t1ona11tv: The first tranche disbursement of US$ 
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 USX 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 
Diversification 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 1s required;

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

c) An action program to Implement the diversification strategy;

d) A sub-sectoral item In the Ministry of Agriculture budget to 
promote diversification Identified as "Agricultural 
Diversification Support".
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Second Tranche Conditionalitv: The second tranche disbursement of US$ 
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.I.D.

(a) a copy of the section of the official 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;

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

(c) documentation indicating that the EC dollar equivalent of US 
$500,000 has been allocated to the "Agricultural 
Diversification Support" sub-sectoral item in 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;

(c) The GOCO 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.

(d) 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.
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E. Pending Availability of FY 92 Funds

A.I.D. expects to be ible to provide funds 1n U.S. Fiscal Year 1992, subject 
to their availability, to assist the government with the subsequent key step 
In the diversification process the Implementation of the strategy. The sum 
of US SI.3 Billion 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 1n previous agreements between the GOCO and A.I.D., this proposed 
assistance program will contain 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 recordkeeplng, and procedures for accounting and reporting. 
These standard conditions and covenants will be detailed in the agreement and 
are aspects of A.I.O. requirements with which the GOCO is familiar.

IV. PROGRAM ELEMENTS

A. Use of U.S. Dollar Resources

Depending on the existing foreign exchange regime in a recipient country, 
AID/H 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 
recommends the first of these for the proposed program assistance, imports 
from the U.S.

The U.S. dollars will be deposited in a separate Interest bearing account at a 
U.S. comerdal 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.
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Th e GOOD 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 
accrued interest in the account shall be used in the sue manner as the 
principal.

8. Use of Local Currency

AID/N 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 Identified 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 
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.

Capability of Host Country I ED lenient ing 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 financial 
management systems are up to the standard required by AID.
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In addition, the Ministry of Agriculture successfully Implemented the 
AID-funded Hurricane Hugo Rehabilitation Project 1n 1989/90. A capability 
assessment of this «1nistry by an Independent accounting firm determined that 
adequate financial systems and Internal controls were 1n 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 CflBltffdltY Ipnort Prooraj (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 1s 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 Dominica'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. Grant versus Loan Funding of the Prooraa

The Mission has determined that grant rather than loan funding is the 
appropriate form of program support. While the ratio of loans to GDP is 
declining, it is 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 translates to a reduction from 481 of GDP in 
1985-86 to 441 of GDP In 1989-90. During the same period, the share of 
concessional borrowing has Increased from about 731 In 1985 to about 971 In 
1989-90, and this has served to reduce the annual debt service from Bl of 
exports of goods, nonfactor services, and net private transfers to less than 
51. 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 301, driving 
the debt/GOP 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.



-17-

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 1n accordance with 
the program.

In the case of the U.S. dollar resources, the National Cooaerdal 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 1t has communicated to Us U.S. 
correspondent bank to release funds from the special dollar account; 
and

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

In the case of local currency, the GOCO will be required to demonstrate that 
funds have been allocated 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 1n the separate local currency account 
have been liquidated.

F. I«>ortat1on of U.S.

It is expected that Dominica will be able to Import 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, 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 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 91, or In FY 92.
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BIN. DOB

p ito/xasm
MINISTRY OF FINANCE? 

GOVERNMENT

KENNEDY

% ROSEAU. «•• 
COMMON WtAUTH 
WEST INDIES.

1st AuflUSt, 1991

Hr tarry T Armstrong
Act inq Director
United States Agency for
International Development 

Regional Development Offloe 
P 0 Box 302 
Bridgetown 
BARBADOS

DOH1MTCA AGRICULTURE DIVERSIFICATION PROCRAH

Omr Mr Ar»»trong

At you «re «*«re, official* or the Doalnlea Covern««nt 
hiv« met *ith   vertl «e«beri of your »t«ff nver reeunt 
months to ditouss potential U.S. vupport for our effort 
to dlvertify the «grleuttur«l factor.

During this period, USAJD h«> furnished the itrvlees of 
Or Tred H«nn and hit study of the sector h«s b«tn 
reviewed by the Ministry of Agriculture. Vift h^ve also 
reviewed the contents of the letter dated 26th Dune from 
Dr Stryker whloh provided «n ebstrsct of the proposed 
U.S. .tslst.noe progr«m.

Represent«tlves of the Donlnican Government have 
thoroughly discussed the U.S. assistance proposal with 
USAIO personnel. It is our understanding that USA10 
proposes to provide US$1 ntlHon to aselst with our 
agricultural dlversif loatlon activities, with the 
possibility of a second US$1 aillion dependent on the 
availability of funds.
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te understand that disbursement will be mad* In tranches 

of $500,000, subject to the satisfaction by the 

Government of several conditions, including evidence of i

(1) a comm 
sectori

by the Government to diversify the

(11) of

(III)

(iv)

the development, review, and «pprov«J 

comprehensive diversification strategy)

the creation of a line ite« for diversification in 

the Ministry of Agriculture budget? and

deposit of the EC Dollar equivalent of the US 

Dollars in a apeolal account for the budqet line 
Item.

It Is further understood that USAID ean finance technical 

expertise for studies, inalyies, poliey review, and 

strategy formulation through the Organisation of Cast 

Caribbean States Agricultural Diversification Unit by 

adding other funds to the TROPO Project targeted 

specifically for Doelnlea.

My Government volconet the assistance offered, especially 

as It is consistent »lth and supportive of our progrm to 

diversify the agricultural sector and reduce the 

vulnerability of our economy.

I should be grateful If the proposil would no* be 
finalised and the draft program agreemnnt submitted for 

our review at your earliest convenience.

Yours sincerely

H EUGENIA CHARLES



ANNEX B
Page 1 of 2

DETERMINATION OF CATEGORICAL EXCLUSION 
FOR ENVIRONMENTAL EXAKINATICN

I. PROGRAM DATA

Program Location: 

Program Title and Nuatoar

Funding (LOP) 

Lit* of Prograr. 

Deteraination prepared by:

Envirorraen^ai Action: 

Date:: • |n /X /•; / 
• > I ^1*1 I

Approved

iAaion Dirac^or

th of Doainica
Doainican Agricultural Sector 
Program 538-oivb

$2,oco,COC ESF Grant. 

2 Years < .^
**"* f * ^~ ••"**

Albert L. Kerk«l
Mission £nvironconcal officer
Categorical Sxcluaion

Disapproved

Mission Diracror

Ronald B. Stryker, Chier ANE 
G«rald Caahlon, PDO 
Patricia L*. Lerner, CHiof PSK/ECOK 
Larry 7. Amatrong, D/DIR

In draft (6/28/91) 
In draft (06/28/91) 
in draftA06/2£/9l)
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II. Puraoae and Structure the ?r

The -)urpos-s of the ESF Cash Transfer program is to provide 
support to the GOCD to expand and diversify Doair.iea's ecor.eaic 
and export base, specifically ir. agricultural production. such 
expansion and diversification is ir.~er.dcd to reduce foreign 
exchang* dependency on bananas, expand total exports, reduce 
foreign exchange requirements for ir.psrtid foodstuffs, and 
enhance food security.
The program is structured to obligate and disburse US$1. 0 
million in 2SF cash transfer assiftar.ee in FY 91, and depending 
on availability, in FY 92 as well. The funds will be disbursed 
against specific eonnitsar.ts by the GCCD, or conditions, to 
achieve the above stated purpose through developing, officially 
approving and ispieaenting an Agricultural Divers ificatior. 
Strategy (ADS).

III. £nvirorj:ental

This program will provide funding to the GOCD to develop the 
capability to engage ir. formulating sound policies and 
.development planning in the Agriculture Sector, including 
attention to the environsent. Hovever, AID will not have prior 
approval of financing or prior approval af implementation of 
specific activities or knowledge of or ccntrol orar specific 
activities that nay have an effect ar. the physical and natural 
environment for which fir.encinc is provided by AID.

IV. Seterr'.ir.at Secoraer.ded

A categorical exclusicn of the requirement to conduct an 
environmental examination for this program as oeraitted in 22 
CFR Part 216, Para 216.2(c)(ii) ar.d Para :is.2"(3)-

Drtftad 6/28/91 AXXerKel:aav Doc. 2405b
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LXC-IEE-91-66

L THRESHOLD DBCXBZOV 

: Commonwealth of Dominica

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

: 538-0176
: $2 million (ESF Grant)
: 2 YftAT* (F? 91-92)

_ : Albert L. Merkel, Mission
Environmental Officer, RDO/C

Threshold Decision : Categorical Exclusion 

Bureau Threshold Decision : Concur with Recommendation

Pyoject Location 

Pro-iect Title

Pro i act Number 

Funding

of Prolecrb

TEE Prepared by

Comments Pursuant to A.I.D. environmental 
regulations, an ZEE is generally 
not required when A.I.D. does not 
have knowledge of or control over 
specific activities that have an 
affect on the physical and natural 
environment for vhich financing is 
approved by A.I.D. This exemption 
does not apply, however, to 
assistance for the procurement or 
use of pesticdes. Therefore, the 
FY 91/92 Cash Transfer Program, 
vhich is assisting GOCD's efforts 
to expand and diversify Dominica's 
economic and export base, 
specifically in agricultural 
production, will not provide 
support for the procurement or use 
of pesticides. A covenant vill be 
placed in the program agreement 
between the GOCD and A.I.D. that no 
pesticides vill be procured or used 
under this program without first 
conducting an Environmental 
Assessment and having it approved 
by the LAC Bureau Environmental 
Officer.
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Dominica Aaricultura! Sector — 
1991 Program Grant (538-K-605)

ANNEX D

5C(1) • COUHTRY CHECKLIST

Listed below art 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

l. Narcotics

a. Negative certification (FY 
1991 Appropriations Act Sec. 559(b»: Has 
the President certified to the Congress 
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 United 
States unlawfully?

b. Positive certification (FAA 
Sec. 48l(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 tt> 
international narcotics control, 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 a country producing during a fiscal 
year at least five metric tons of opium or 
500 metric tons of coca or marijuana) or a 
"najor drug-transit country" (defined as a 
country that is a significant direct

No

M/A
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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 knowledge 
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 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 
taXen 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 N/A 
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 PAA Sec 48l(h)), has the 
President submitted 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 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.S. citiseni 
(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. seizure of U.I. Property (FAA 
Sec. 620(e)(l)): 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 taxing steps to 
discharge its obligations toward such 
citizens or entities?

4. Communist countries (FAA Sees. 
620(a), 620(f), 620D; FY 1991 
Appropriations Act Sees. 512, 545): Is 
recipient country a Communist country? If 
so, 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

No-

No

No



- 4 -

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

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

7. Beiiure of D.i. Fishing Vessels 
(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) It so, has any 
deduction required by the Fishermen's 
Protective Act been made?

8. Lean 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

Mo

No

4
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9. Military Bquipacnt (FAA Sec. 
620(s)): If contemplated assistance is 
development loan or to cone 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 equipstnt? 
(Reference may be aade to the annual 
"Taking Into Consideration" Be&o: "Yes, 
taken into account by the Administrator at 
tine of approval of Agency OYB." This 
approval by the Administrator of the 
.Operational Year Budget can be the fcitsis 
for an affirmative answer during the 
fiscal year unless significant changes in 
circumstances occur.)

10. Diplomatic Relations with U.fl. 
(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. C.V. Obligations (FAA Sec. 
620(u)): What is the payment status of 
the country's U.N. obligations? If the 
country is in arrears, were such 
arrearages taken into account by the; 
A.I.D. Administrator in determining the 
current A.I.O. Operational Year Budget? 
(Reference may be Bade to the "Taking into 
Consideration" memo.)

12. international 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 froB 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?

Yes. See ""akinn into 
Consideration" memo.

No

Current, See "Takinc into 
Consideration" memo!

No
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b. Airport Security (ISDCA of No 
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. Discriaination (FAA Sec. fj0 
666(b)): Does the country object, on the 
basis of race, rtligion, 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. Nuclear Technology (FAA Sees. NO 
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 * 
nucltar explosive device? If the country 
is a non-nuclear weapon state, has it, on 
or after August 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 penits a special waiver of 
Sec. 669 for Pakistan.)

15. Algiers Meetiog (ISDCA of 1983., See "Taking into
Sec. 720): Was the country represented at Consideration" memo.
the Meeting of Ministers of Foreign 
Affairs and Heads of Delegations of the 
Non-Aligned Countries to the) 36th General 
Assembly of the U.K. on Sept. 25 and 28, 
1981, and did it fail to disassociate 
itself from the) communique issued? If so, 
has the President taken it into account? 
(Reference may be made to the "Taking into 
Consideration" memo.)
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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? 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. 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 Children (FY
1991 Appropriations Act Sec. 599D, 
amending FAA Sec. 116): Docs 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?

No

Yes, to the extent 
applicable.

No

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

N/A. This is an ESF 
oroaran.

1. auman 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. Abortion* (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
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sterilization as a B«thod 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 leans of fanily 
planning?

C. COUNTRY ELIGIBILITY CRITERIA APPLICABLE 
OHLY TO ECONOMIC SUPPORT FUNDS ("ESF")

Hunan Rights Violations (FAA Sec.
502E): 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 Ifhat furnishing 
such assistance is in the U.S. national 
interest?

SI



5C(2) - ASSISTANCE 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 Developaent 
Assistance and Economic Support Fund resources. 
Part B includes criteria applicable only to 
Development Assistance resources. Part C 
includes criteria applicable only to Economic 
Support Funds.

Dominica Ag-icultural 
Sector — 1991 Pronram 
Grant (538-K-605) "

CROSS REFERENCE: 
DATE?

IS COUNTRY CHECKLIST UP TO

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

1. Host country Development If forts 
(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 cornerce; and (f) 
strengthen free labor unions.

2. U.i. Private Trade and Investment 
(FAA Sec. 601 (b)): Information and 
conclusions on how assistance vill 
encourage U.S. private trade and 
investment abroad and encourage 
U.S. participation in foreign 
programs (including use of private 
channels and the services of U.S. 
enterprise).

This prooram, which is 
intended to helo expand and 
diversify Ooninica's 
agricultural production and 
sales, will encourane (a), 
(b), (d) and (e). "

The grant debars will be 
used to purchase U.S. 
commodities. Also, the 
program may create new 
opportunities in the 
aoricultural sector.
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3. Congressional Notification

a. General requirement (FY 1991 
Appropriations Act Sacs. 523 and 591; 
FAA Sec. 634A): If »on«y is to ba 
obligated for an activity not praviously 
justified to Congress, or for an amount in 
excess of amount praviously justified to 
Congress, has Congress been properly 
notified (unless the notification 
requirement has be>en waived because of 
substantial risk to human health or 
welfare)?

b. Notice of aev 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 regular 
notification procedures?

c. Cash transfers and 
nonprojeet sector assistance (FY 1991 
Appropriations Act Sec. 575(b)(3)): If 
funds are to be Bade available in the fora 
of cash transfer or nonprojeet 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. Engineering and Financial 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 fin estiaate of the cost 
to the U.S. of the assistance?

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 submitted on 
June 25, 1991, and 
cleared without objection on 
July 10, 1991.

N/A

Yes

N/A

N/A



will be completed in time to permit 
orderly accomplishment of the purpose of 
the assistance?

6. Water Resource* (FAA Sec. 611 (b) ; 
FY 1991 Appropriations Act Sec. 501): If 
project is for vater or water-related land 
resource construction, have benefits and 
costs been computed to the extent 
practicable in accordance with the 
principles, standards, and procedures 
established pursuant to the Water 
Resources Planning Act (42 U.S.C. 1962, ££ 
s_£S.)? (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 Billion, 
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: (•} 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. D.«. private Trad* (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. Recipient Contribution* 
(FAA Sees. 6i2(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 »,nci other services, 
and foreign currencies owned by the U.S. 
are utilized in lieu of dollars.

b. U.a.-ovned Currency (FAA 
Stc. 612 (d)): Does the U.S. own excess 
foreign currency of the country and, if 
so, what arrangements have been made for 
its release?

c. leper ate Account (FY 1991 
Appropriations Act Sec. 575). If 
sis i stance is furnished to a foreign 
government under arrangements which result 
in the generation of local currencies:

(l) 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 local 
currencies to be generated and the terms 
and conditions under which the currencies 
so deposited may be utilized, and (c) 
established by agreement the 
responsibilities of A.X.O. end 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, 
No U.S. owned foreiqn 
currencies will be utilized,

N/A

Yes to (a), (b) & (c)
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(2) Hill 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 FXA (depending on which chapter is 
the source of the assistance) or for the 
administrative requirements of the United 
States Government?

(3) Has A.I.D. taXen all 
appropriate steps to ensure 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 Commodities (FY 1991 
Appropriations Act Sec. 521(a»: If 
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 same, 
similar or competing commodity?

b. Textiles (Lautenberg 
Amendment) (FY. 1991 Appropriations Act 
Sec. 521(c)): Kill the assistance (except 
for programs in Caribbean Basin Initiative 
countries undsr U.S. Tariff Schedule 
"Section 807," vhich allows reduced 
tariffs on articles assembled abroad from 
U.S. -made components) be used directly to 
procure feasibility studies, 
prefeasibility studies, or project 
profiles of potential investment in, or to 
assist 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

Yes

Yes

Yes

No

N/A
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textiles, apparel, footwear, handbag*, 
flat goods (such as wallets or coin purses 
worn on the person) , work gloves or 
leather wearing apparel?

13. Tropical forests (FY 1991 
Appropriations Act Sec. 533(c)(3)): Will 
funds be used for any prograi, 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 registration
(FY 1991 Appropriations Act Sec. 537): If 
assistance is being Bade 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. Funding sources (FY 1991 
Appropriations Act, Title II, under 
heading "Private and Voluntary 
Organizations") : If assistance is to be 
aade 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 Agreement DocuaaotatioB 
(State Authorisation Sac. 139 (as 
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 6C for agreements covered by this 
provision) .

N/A

N/A

N/A

These actions will be taken, 
to the extent applicable
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16. Metric Systea (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 
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, 
voluae, capacity, mass and weight), 
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 women participants will -be 
demonstrably increased?

18. Regional and Multilateral 
Assistance (FAA Sec. 209): Is assistance 
more efficiently and effectively provided 
through regional or multilateral 
organizations? If so, why is assistance 
not so provided? Information and 
conclusions on whether assistance will 
encourage developing countries to 
cooperate in regional development 
programs.

N/A

N/A

No. This is a direct 
grant to Dominica for 
sector reform.

A V
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19. Abortion* (FY 1991
Appropriations Act, Titl« II, under N/A 
heading "Population, DA," and Sac. 525):

a. Hill assistance ba made 
available to any organization or program 
which, as determined by tha President, 
supports cr participates in tha management 
of a program of coercive abortion or 
involuntary sterilization?

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

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

21. Q.C.-Ovned Foreign Currencies

a. Use of currencies (FAA Sees. N/A 
612(b), 636(h); FY 1991 Appropriations Act 
Sacs. 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 eurraneies (FAA 
Sec. 612(d)): Does tha U.S. own excess 
foreign currency of the country and, if 
so, what arrangements have bean made for 
its release?

22. Procurement

a. fmall business (FAA Sec. N/ . 
602(a)): Are there arrangements to permit /M 
U.S. small business to participate 
equitably in tha furnishing of commodities 
and services financed?

b. U.S. procurement (FAA Sec. /. „ . ,, .... 604(a)): Hill all procurement be from th« $™t J°11ars wl11 Je used 
U.S. except as otherwise determined by th« for U ' S « Procurement. 
President or determined under delegation 
from him?
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c. Maria* insurance (FAA Sac. 
604(d)): Zf the cooperating country 
discriminates against marine insurance 
companies authorized to do business in the 
U.S., will commodities be insured in the 
United States against marine risX with 
such a company?

d. Von-U.S. agricultural 
procurement (FAA 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 commodity financed could 
not reasonably be procured in U.S.)

*. 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, am 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)): Zf technical 
assistance is financed, will such 
assistance be furnished by private 
enterprise on a contract basis to the 
fullest extent practicable? Hill the

N/A

N/A

No

N/A. TMi 1s a non-projtct 
cash transfer nrant. See FY 
1PP1 Annroor1at1ons Act, S«c. 
575(b)(2). -

N/A
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facilities and resources of other Federal 
agencies be utilized, when they are 
particularly suitable, not competitive 
with private enterprise, and Bade 
available without undue interference with 
domestic programs?

h. U.S. air carriers N/A 
(International Air Transportation Pair ' 
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 
service is available?

i. Termination for convenience N/A 
of 0.8. 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 N/ . 
(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 lav. or Executive order) ?

k. Metric conversion
(Omnibus Trade and Competitiveness Act of N/A
1988, as interpreted by conference report,
amending Metric Conversion Act of 1975
Sec. 2, and as implemented through A.I.O.
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.O. 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 measurements (length, area, 
volume, capacity, Bass and weight), 
through the iapleaentation stage?

1. Competitive feleotioa 
Procedures (FAA Sec. 601 (e)): Will the 
assistance utilize coapetitive selection 
procedures for the awarding of contracts, 
except where applicable procurement rules 
allow otherwise?

23. Construction

a. Capital project (FAA Sec.
601(d)): If capital (•.a.. 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 coapetitive basis to Baxiaua 
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 Billion (except for productive 
enterprises in Egypt that were described 
in the Congressional Presentation), or 
does assistance have the express approval 
of Congress?

24. U.I. Audit lights (FAA Sec. 
301 (d)): 1C fund is established solely by 
U.S. contributions and adainistered by an 
international organization, does 
Comptroller General have audit rights?

25. Communist Assistance (FAA Sec.
620(h). Do arrangements exist to insure 
that United States foreign aid is not used 
in a Banner 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. vareoties
a. Cash reimbursements (FAA

Sec. 483): will arrangenenta preclude us* .... 
of financing to Bake reimbursements, in /M 
tha fora of cash payaenta, to persona 
whose illicit drug cropa ara eradicated?

b. Aasistaaee to narcotics 
traffickers (FAA Sec. 417)t Will 
arrangeaents take "all reaaonable steps" 
to preclude use of financing to or through 
individuala or entities which ve know or 
have reason to believe have either: (1) 
been convicted of a violation of any lav 
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 otherviee 
involved in the illicit trafficking of, 
any such controlled subatance?

27. Expropriation aad Land leform yes 
(FAA Sec. 620(g)): Will aasiatance 
preclude use of financing to eoapensate 
owners for expropriated or nationalized 
property, except to coapensate foreign 
nationals in accordance with a land re fora , > 
program certified by tha President? ,

26. Police and Prisons (FAA Sec. yes 
660): Will assiatance preclude use of 
financing to provide training, advice, or 
any financial support for police, prisons, 
or other law enforceaent forcea, except 
for narcotica progress?

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

30. Motor Vehicles (FAA Sec. Yes 
636(i)): Hill aaaiatanca preclude uae of 
financing for purchase, aale, long-ten 
lease, exchange or guaranty of the sale of 
aotor vehicles aanufactured outaide U.S., 
unless a waiver ia obtained?
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31. Military tersonnel (FY 1991 
Appropriations Act Sec. 503}: Will 
assictanct pracluda use of financing to 
pay pensions, annuities, retireaent pay, 
or adjusted service compensation for prior 
or current military personnel?

32. Payment of U.K. Assessments (FY
1991 Appropriations Act Sec. 505): Mill 
assistance preclude use of financing to 
pay U.N. assessments, arrearages or dues?

33. Multilateral Organisation 
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 Vuc 1 ear lesources (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 fropoganda (PY 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?

Yes

Yes

Yes

Yes

,Yes

No

y
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37. Marine insurance (FY 1991 
Appropriations Act Sec. 563): Will any 
A.I.D. contract and solicitation, and 
•ubcontract entered into under such 
contract, include a clause requiring that 
U.S. Barin* insurance companies have a 
fair opportunity to bid for marina 
insurance vhan 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 thertof), 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 lav?

N/A

No

B. CRITERIA APPLICABLE TO DEVELOPMENT 
ASSISTANCE ONLY

1. Agricultural Exports (Bumpers 
Amendment) (FY 1991 Appropriations Act 
Sec. 521(b), as interpreted by conference 
report for 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 vould lead to direct 
competition in that third country with 
exports of a similar comnodity grown or 
produced in the United States, and can the 
activities reasonably be expected to causa 
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)

I,1
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CRITERIA APPLICABLE TO ECONOMIC SUPPORT 
FUNDS ONLY

1. lee&oBie aad Political stability 
(PAA Sac. 531(a))t will thiu assistance 
promote aconoaie and political stability? 
To the BaxiBUB extant feasible, la this 
assistance consistent with tha policy 
directions, purposes, and prograas cf Part 
Z of tha FAA?

Yes

2. Military Purposes (PAA Sac. 
531(a)): Will this assistance be used 
Bilitary or paraailitary purposes?

for

3. CoBBOdity Oranta/feparat* 
Aecouata (PAA Sec. 609) t Zf commodities 
are to be granted so that sale proceeds 
will accrue to the recipient country* have 
Special Account (counterpart) arrangements 
been Bade? (For FY 19fl, this provision 
is superseded by the separate account 
requirements of PY 1991 Appropriations Act
Sec. 375 (a), see Sec. 575 (a) (5).) \\/i

4. Oaaeratioa aad Oae ef local 
Currencies (FAA Sec. 531(d))t Will ESP 
funds Bade available for cosBodity import 
prograas or other program assistance be 
used to generate local currencies? Zf so, 
will at least 50 percent of such local 
currencies be available to support 
activities consistent with the objectives 
of PAA sections 103 through 10«? (For FT 
1991, this provision is superseded by tha 
separate account requirements of FY 1991 
Appropriations Act Sec. 575(a), saa Sec. 
57S(a)(SK.>

5. Cass Transfer Bequireaenta (PY 
1991 Appropriations Act, Title ZZ, under 
heading • Economic Support Fund," and Sec. 
575 (b)). Zf assistance is in the fora of 
a cash transfer:

a. Separate accounts Are all 
such cash payments to b« maintained by the 
country in a separate account and not to 
be coaxing led with any other funds?

No

N/A

N/A, This 1s an FY 1991 
Obi1nation.

Yes. (This 1s a non-project 
cash transfer nrant}* .
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b. Local currencies* Hill all 
local currencies that may b« generated 
with funds provided as a cash transfer to 
such a country also be deposited in • 
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 tens and 
conditions under which they are to be 
used, and the responsibilities, of A.Z.D. 
and that government to aonitor and account 
for deposits and disbursements?

c. U.S. Government use of local 
currencies: Hill all such local 
currencies also be used in accordance with 
FAA Section 609, which requires such local 
currencies to be mad* 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 nev funds authorized by 
the FAA would themselves be available?

d. Congressional notices 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

Yes

Yes

DRAFTER:GC/LP:EHonnold:5/17/91:2169J
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poiyrrs TO CONSIDER FOR AGRICULTURAL DIVERSIFICATION STRATEGY
1. Policy agenda to be addressed, analyzed and acted 

upon, to cover policies related to:

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

b. Domestic and foreign investment;

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.

1. Domestic and international transportation;

a icy 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. Prp"«fvork for Development; A Vertically Integrated 
Marketing Ordering System addressing the full range of elements 
comprising the agricultural processing and marketing 
subsystems from the farm gate to the shipping dock, as well as 
the vertical integration of harvest, post-harvest, and on-fans 
services to producers that are amenable to economies of scale 
efficiencies and timeliness, including possible services such 
as:
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a. Input supply;
)> •• • 

b. Fan to market transportation;

c. Farm management;

d. On-fam harvesting and post-harvest operations 
such as tree crop and root crop harvesting, 
coconut husking, wet cocoa b«an extraction from 
pods, heading, etc.;

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

f. Risk assumption, including disaster insurance;

3. Ff»^*vork for an Agricultural Production 
Diversification Program, intended to improve productivity 
(through improved efficiency in factor use) as well as 
increased output through widespread adoption of improved 
technology, husbandry, and farm management 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 Agriculture role in promoting 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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DOMINICA AGRICULTURAL SECTOR ASSESSMENT * I/

I. EXECUTIVE SUMMARY OF FINDINGS AND CONCLUSIONS

A. The National Economy

FINDINGS

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.

CONCLUSIONS

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 
otherwise.

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 investaent 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 establishment of a Common External 
Tariff (GET) by the CARICOM contries.

3. Government 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 Bake appropriate and timely 
policy decisions that unleash private sector potential, both 
Dominican and from abroad, expanded long-term national prosperity 
can be achieved.

B. The Agricultural System 

FINDINGS

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 vet and tropical, prone to tropical 
storms and hurricanes. The topography is steeply mountainous, while 
the volcanic soils are generally deep, permeable tnd 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 20% (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.
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6. Livestock populations are low, dispersed and generally 
of poor genetic quality. They are raised primarily as a "backyard" 
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 (41 
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. In 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 oil, bayoil, 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 
(one with majority government ownership) and regularly operate below 
breakeven capacity.

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

CONCLUSIONS

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-

V'\
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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 incomes.

2. The agricultural production sub-system 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 
technologies, such as mechanization, that can achieve economies of 
scale to increase economic efficiency &nd factor productivity.

3. The marketing and processing sub-systems (except 
possibly for DBMC operations) are economically inefficient. Labor 
and capital productivity 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 severely 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 incomes 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 output are likely to meet with limited success.

C. Opportunities 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, grapefruit, bay oil) and non-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 policy and program issues should be 
placed on the agenda for timely debate and resolution if Dominica is 
to effectively respond to agricultural diversification 
opportunities. Urgent attention should be given to selection of 
policy instruments and adoption of action programs 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 grower 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 
services 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 
economic 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 
management 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.



-6-

f. Complete data and saps, and develop fcnowhow 
required 1) to apply land us* policies at the 
individual property level, and 2) to assure future 
conservation and use of land and other rtsources in a 
manner consistent with multiple objectives.

h. Strengthen access to, and tiaely dissemination 
of, a wider range of production and market technology 
information; also, increase private sector initiatives 
in proaoting technology transfer.
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II. OVERVIEW OF TH5 MATIONAL ECONOMY

A. Size and Location

Dominica is a saall island nation, 790Km2 (195,000 acres) 
in size, located in the island chain of the Eastern Caribbean known 
as the Windward Islands.

B. Population. Infrastructure 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 
hones are served by both piped watar 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 
primarily on the coast. 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 deepvater harbour at Roseau can 
berth two large vessels simultaneously, it has over 5,000 M2 of 
roofed storage space, plus a container yard. At Portsmouth, a. jetty 
accommodates scalier vessels that serve the regional market. A new 
cruise ship facility near Portsmouth is scheduled to open in 
September.

Dominica has no international airport. A snail
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 M 3 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 Biles, limits commercial use. 
Likewise, agricultural options are limited. Nevertheless, Dominica 
does have abundant fresh water and hydraulic energy sources, 
extensive marine fisheries resources, impressive coral reefs, and 
spectacular mountainous topography covered with tropical vegetation 
in natural surroundings.
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C. structure and Performance of the Economy

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

2. Recent infrastructure development will assist in 
exploiting specialized tourism potential directed toward 
nature-lovers and divers. However, 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 setback in 1989 caused by Hurricane 
Hugo. 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-economic 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 averaged 5-8% annually. Additionally, the inflation rate 
has been moderate, the exchange rate has been stable and public 
sector investment in infrastructure has been substantial (20% of GDP 
in 1990) .

Agriculture, government services and wholesale/retail 
trade are the three most important sub-sectors of 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 consumed, 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. In 1988 (used instead of 1989 or 1990 because 
of the abnormal effects of Hurricane Hugo), bananas and plantain 
accounted for 70% of total exports, while oil based soaps accounted 
for another 17%. Both of these exports face an uncertain future in 
existing export markets at present costs of production. . •
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Banana exports are especially vulnerable since they 
depend almost entirely on a privileged and subsidized market in the 
U.K.' 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.
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III. OVERVIEW QP THE AGRICULTURAL SYSTEM

The agricultural PPMC system in any country comprises complex 
economic, technological and social interactions of sub-systems. 
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 difficult because of topographical 
constraints.

A. Climate and Topography

The climate is appropriate for tropical agriculture, with 
very high rainfall in most areas (100-200 inches annually) and 
rather distinct vet and dry seasons. Topography 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 permeable, thus permitting rapid infiltration and 
percolation of rainfall. This somewhat ameliorates problems of 
sheet and gully erosion from surface runoff.

B. Role 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 
employs approximately half the labor force and produces one-third of
the foodstuffs consumed internally.

In 1938, 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 overwhelmingly 
dependent on banana exports. Over 90% of agricultural exports are 
bananas, destined to the U.K. This is more than 70% of total 
exports.

C. Land Distribution and

Although a number of estimates exist concerning land 
distribution and use, they are incomplete and often inconsistent, 
both internally and with each other. A census planned for 1992 will 
provide new information. In the meantime, estimates of land 
distribution and use have been aade considering various sources of 
data and the opinions 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. Distribution

Tables 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 estimates, 
10,000 fanners hold 40,000 acres of land in farms, of which 25,000 
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 end 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. Ninety 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 coconutv 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 seres 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 
fanos 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 
intercropping and the presence of considerable unfarmed areas in 
faros (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 low of 
about 42,000 to a high of 53,000 acres. Using a median of 48,000 
gross acres in crops, and considering expert opinions concerning 
intensity of intercropping 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

Intercropped
Pure stands (not multicropped)
Pure stands multicropped (i.e.,
same land cropped two or more times
in same year
Total net acreage farmed
Land in farms but not farmed
(i.e., woodland, idle or wasteland)
Total land in farms

&££££

14,250
10,400

25,000

15.000
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 are 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 penned 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 i* 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. Appropriate mechanization can greatly increase 
labor productivity and reduce job tedium. To illustrate, the 
backpack sprayer was introduced to Dominican 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

Livestock is primarily "backyard11 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 coning from crop residues and 
border grazing.

Except for laying hens and some pigs, genetic quality 
is low. Balanced feeding rations are not used. 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. Forestry

Forestry resources ar? mainly rain forest in steep 
mountainous areas, and some windbreak 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 water .
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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 "chainsav" mills. There are two 
commercial saw mills (one of w>.ich 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 lover 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 It of households rely on 
fuelvood or charcoal for domestic purposes. Thus, this is not 
likely to pose a threat to forests, except in Isolated cases.

Currently, Dominica imports over ECS6.0 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. Fishing

The marine fisheries industry is characterised by 
small under-capitalized artisan fishermen using small boats. There 
tends to be over-exploitation of the generally narrow coastal shelf 
(about 1/4 mile vide), under-exploitation of the deep slope (1/4 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 nov are programmed for upgrading. 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.
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Sources and Destinations of Output

1. Qrops

Most fanners arc quit* diversified in their
production of crops. However, the smaller fanners tend to produce a 
larger share of the nore labor intensive crops (also used for 
on-farm consumption) 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 follows:

Crop groups

Estimated share of 
production by size 
____of farm_____ 
Less than More than 
5 acres 5 acres

(percent)

A. Traditional permanent 
crops (coconuts, 
banana, grapefruit) 20

B. Roots and tubers 80 

C. Vegetables 60

80

20

40

Estimated share of 
production consumed
_____on the farm_____

(percent)

5

50

30

Thus, approximately 501 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. In 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 ECS13.2 million - exports began to Italy in 1986) 
totally dominate the market with EC$103.7 million of total exports 
of EC$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 th« total non-banana market, while the U.K. 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 were 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 fane, 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 processed hams and 
sausage. Because of insufficient local supply, this latter plant 
must import fresh hams to process.

Local 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 90% 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. Forestry

Timber is used as lumber and poles for local
construction, for fuel and for making charcoal. 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 , 6,900M3 was supplied by local production. l,900M3 
of this was supplied by two commercial sawmills, one since closed, 
and 5,DOOM3 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,OOOM3 was imported,. -
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mainly from Brazil, to supply local wood using industries. Although 
no accurate information exists for fuelwood us* and charcoal 
production, Austrie («•• Bibliography) estimates 1989 use as follows:

charcoal - 29,DOOM3 
fuelwood - 13,700M3

An estimated 40% of wood requirements comes from state lands and 60% 
from privately-owned forests and farms. Estimated sustainable 
yields of lumber from areas suitable for managed forest harvesting 
is 43,DOOM3 .

4. Fisheries

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. Processing and Marketing

1. Overview

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 increases 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 
between 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 flows.

2.
Sub-svstem

Freah and Cottaaa-Processed Produce Marketing

Most marketing of national production of crops, 
livestock and fish for internal consumption is handled by 
approximately 500 small individual merchants (called Hucksters). 
Although there are some larger private food 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 pvJalic 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 better produce brought to the 
marketplace by fanners for later resale to the public.

Hucksters also are the primary channel for regional 
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 snail 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 technologies and 
strategies that achieve economies of scale and greater market 
penetration.

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

3. The Banana 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 Geest 
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
well-being of banana producers and ensure the financial viability of 
the banana industry. Dominica and the other Windward Islands have 
enjoyed guaranteed 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).

c\
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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. Fanners 
have shifted a major part of their land, labor and capital 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.K. 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 p'ort-of-entry for green wholesale bananas that is double (i.e. 
100% higher than) the CIF gulf 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. Thus, 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 
Dominica 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 famers 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 I/, 
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" GIF gulf 
wholesale price to U.S. markets was EC$0.55/lb. Marketing margins 
for bananas to the U.K. in the same year were: to OBMC ECS0.25/lb, 
to Geest EC$0.61/lb, for a total of EC0.86/lb. Thus, dollar market 
bananas apparently were selling for ECS0.31 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 much 
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 

ECS/flb) %

- Price paid (GIF U.K.) 1.08 100
- to Geest (Shipper and U.K,. wholesaler 0.47 43.5
- to DBHC (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 fanners equity) (0. 181 (16.7)

$1.08 100

For Dominica bananas to become internationally
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 be reduced sufficiently to competa, ouerall 
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

I/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 civersify into other crops to 
supplement reduced banana profits, and 6,800 snail ex-banana fanners 
must find alternative profitable crops to survive.

Thus, snail farmers who will not be ablet to compete 
in a competitive banana market, larger farmers who may be abl£ 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 a 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 achieving this common 
objective is discussed further in the section on policy issues. In 
addition, a review of options, and a preferred option, for 
implementation of this means is detailed in Appendix E.

4. The Processing Sub-svstem

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 
carried out by five firms:

a. Dominica Coconut Processors, Ltd. (DCP) -
processes coconut oil froa copra; manufactures 
coconut oil based laundry and bath soaps; and 
more recently, cosmetics.

b v Dominica Agro-industries, Ltd. (DAI) - processes 
grapefruit and lime juice concentrates.

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

d. P.W. Bellot & Company (Bello) - processes a
range of consumer pr-xiucts, using both fresh and 
processed raw materials, e.g., pepper sauce from 
hot peppers, juice and mixes from concentrates 
produced by DAI and Corona, bay rum using 
bayoil, jams, jellies, etc.

e. Windward Processors, Ltd. (Windward) - Aloe vera 
gel (90% from aloe leaves produced on its own 
farm).
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In addition, there is a small, wall-run meat
processing plant, Eagle Farms, producing processed hams and sausages 
(mainly from imported fresh pork shoulders). Th«re also is a small 
slaughter house, Royal George, that buys and butchers cattle and 
pigs, and sells fresh seat cuts to the supermarkets and through its 
own outlet. There also are two small commercial sawmills, one 
state-owned which now is closed.

The processing plants all have a common problem. 
They have difficulty getting raw materials at a price they can 
afford to pay, sufficient to permit them to operate above breakeven 
capacity. The reasons behind 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 below 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 lower than had previously been offered by the 
processing plant. This is to some extent the current situation with 
the Corona plant, which last year was unable to obtain sufficient 
passion fruit supplies to operate above breakeven.
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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 crops 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-farm services for diversified 
crops, are alleviated, prices paid by processing firms will continue 
to be unattractive to farmers and they will continue to dedicate 
their land, labor and capital to producing bananas instead of 
diversified 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

1. Public Sector Expenditures in Agriculture

Given the major importance of the agricultural PPMC system 
to the economic wellbeing of the country, it appears that the share 
of public sector funding allocated to agricultural recurrent 
expenditure and capital investment programs is relatively low. 
Tables a. and b. in Appendix D-IZI 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, this 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 ECS41 
million. More than 80% of this is to be funded from external 
sources. Funding for these projects constitutes about 17% of total 
(external and internal) financing for all public sector investment 
programs.

In annual terms, for 1989/90, less than ECS6.0 million of 
capital expenditure (EC510.7 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 on3" 9% of total programmed public sector capital investment. 
(See Tables c and d in Appendix D-III).

The above data suggests that the sector's relative 
importance to the economy is not reflected in relative levels of • 
public sector recurrent or capital expenditures, vl.ither from 
internal or external sources.

2. Public Sector Institutions Involved in Agriculture

Because of agriculture's importance in the economy, 
virtually all public sectcu institutions are involved in one 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. Ministry of Finance and Development

The most powerful puclic sector institution in terms 
of defining policies £iid dete-nining allocations of public sector 
resources is the Ministry of Finance an I Development (MFD). Since
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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 (MOA1

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 approved and funded.

The MOA is divided into four divisions:

- Lands and Surveys
- Forestry
- Agriculture
- Fisheries

Current organization and a brief description 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 Public 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-IV.
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i. Ministry of Comjyni?a^ions 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 Division (Ministry of Community
Development) - provides training, technical assistance and material 
support for promoting new, and assisting on-going, cooperatives.

iv. Ministry 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 
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 fDEXIA) -
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 out test 
marketing and training, and provides improved export 
infrastructure. It is prohibited by law from carrying out export 
business operations.

vii. Agricultural Industrial Development Bank (AIDB1 
- Charged with providing credit for financing business-related 
projects in agriculture and industry. Funds come mainly from the 
Caribbean Development Bank (COB). In 1989, about 40% of its loans 
of EC$11.6 million were for agriculture, forestry and fisheries.

viii. National Development Corporation (NDCJ - 
promotes investment in commercial and industrial activities 
(including agro-industry).

ix. National Development Foundation of Dominica 
(NDFDJ - assists in small business development.

d. Regional and International Institutions

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.

Y
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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:

Affiliation

CARDI
Republic of China (ROC)
French (FTC)
British (BDD)
IICA
CAROZTS
FAO (short tern)
Total:

7
3
2
1
1
2
i 

18

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.)

Regional

i. CARICOH (Caribbean Community Common Market
organization)

ii. Windward Islands Banana Association (WINBAN) 
iii. Windward Islands Crop Insurance (WINCROP) 
iv. Caribbean Trading Company ( CATCO) 
v. Organization of Eastern Caribbean States

(OECS), and OECS - Agricultural Diversification
Coordinating Unit (OECS/ADCU) 

vi. University of the West Indies (UWI) 
vii. Caribbean Agricultural Research and Development

Institute (CARDI) 
viii. 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)

International/bi-lateral

i. EDF - European Development Fund 
ii. CIDA - Canadian International Development

Agency
iii. BDD - British Development Division 
iv. ROC - Republic of China 
v. USAID - United States Agency for International

Development
vi. FAO - Food and Agriculture Organization 

vii 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 summarized 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 organizations 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 fanner 
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 information from 
that study.

In conclusion, insufficient management and organizational 
skills, lack of access to capital, and absence of initiative to 
establish income generating services to farmers, are nearly 
universal limitations on the ability of farmer and support 
organizations to make a significant contribution to resolution of 
constraints facing the agricultural PPMC system. However, existing 
fanner 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.

\
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H. Input Supply and Factor Markets 

1. Input

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 DBHC. 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 ECS5.5 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
Plant Seedling

Coffee
Hot pepper
Root crops
Vegetables
Citrus
Cocoa
Avocados
Mango
Other fruits
Spices
Coconut
Ornamentals

Number

200,000
110,000
50,000
50,000
42,000
10,000
7,000
7,000

114,000
29,000
2,000
1.500

622,500



-30-

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

2. Factor markets

The relative scarcity of labor for agriculture already has 
been discussed. Since opportunities for mechanization, especially 
tractor mechanization, are limited because of the steep fanning 
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 tedious 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 production. 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.

Y
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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 fanning 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 (COB) 
for capital investments (not for land purchase or working capital) 
in agriculture and agro-industry. They also have some funds for 
on-lending on aoft terms from the International Fund for 
Agricultural Development (IFAD). Interest rates currently are 5.5 
percent for soft loans and twelve percent for commercial loans.

Several credit unions also operate in rural areas, 
providing a mechanism for savings and a source for small loans. The 
DBMC also provides lines of credit on a limited basis to registered 
banana producers. 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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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

Cropl' Yield used by 
referenced 
studies

1.
2.

3.
a)
b)

4.
5.

6.
7.
8.
9.
10.

I/ -

V

Bananas
Coconit (dry for
Huckster Trade)

Grapefruit
to fresh market
to processed

market
Avocado
Cocoa (rehabili­
tated)
Passlonfrult
Oasheen
Ginger
Cucumber
Tomatoes

Adjusted to

Net returns

9.0 MT

5.0 HT

11.3 HT

11.3 HT
9.5 HT

800 Ib/dry
5.0 HT
9.0 HT
8.2 HT
4.5 HT
3.2 HT

pure stand

Net 
Returns?' 
(ECJOOO's)

2.3

1.6

3.8

0.6

10.8

1.3
2.1
7.6
9.0
5.3
8.9

equivalents

Adjusted data to reflect 
more realistic current yields

Estimated Reductions in Net 
current costs from Returns?-' 
yields reduced yields (ECSOOO's) 

<EC$)

5.5 HT

4.0 HT

4.0 HT

4.0 HT

6.0 HT

400 Ib/dry
3.5 HT
6.0 HT
5.0 HT
3.5 HT
2.5 HT

represent returns to land, managemer

300

200

1.200

1.100

700

200
300
400
300
100
100

it and cap

0.0

1.2

1.0

0.5
6.6

0.6
1.2
4.6
4.1
3.8
6.8

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

First, all other things being equal, one would assume that 
fanners 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 no 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, fanners prefer to 
riise 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" liXely 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 significant 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 market 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 
is assured of sale

Banana
Avocado
Grapefruit (fresh market)
Coconut (fresh market)
Grapefruit (processed market)
Coconut (processed market) 2/
Orange (fresh market)
Lime (fresh market)
Dasheen
Tomato
Cucumber

100
22
30
10
30 

N/A
29
15

60-100 i/ 
50-100 I/ 
50-100 i/

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/

2/

These products are grown for the huckster trade. If 
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.

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

Economic Appraisal of Cocoa Production - Eastern 
Caribbean, prepared for AID and PADF by Max F. Bade, 
10/19/90.
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1. Bananas (pure stand)
2. Nutmegs (pure stand)
3. Cocoa (pure stand)
4. Bananas, nutmegs, cocoa (intercropped)

Internal 
Rate of 
Return

14.72% 
24.92% 
17.43% 
31.50%

There is no clear cut response that can be Bade to the 
question of comparative advantage to compute 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., which 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 output 
results in lower prices.
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J. Native Populations

A native Indian population of about 2,500 parsons (called 
Caribs) 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 Carih 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 farmers 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, 
limes, 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 Fanner 
Service Center has been % established there. This sub-district 
participates in island-wide agricultural projects, having been most 
active in the Tree Trops Project, the Coconut Development Project 
and the Livestock Development Project.
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IV. CONSTRAINTS TO AGRICULTURAL GROWTH

Previous sactions, in describing the agricultural system, have 
identified and discussed the constraints to agricultural growth 
within the context of the structure and performance of each of the 
sub-systems.

Selected constraints are summarized below: 

A. system-wide Constraints

1. The Small Insular Economy w.'th a reduced domestic 
market inhibits application of economies of scale and competitive 
interaction to achieve output efficiencies. The tmall scale of 
output often mckes it difficult to tap export markets because of 

.minimum volume requirements 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 lL.*w«d application 
of appropriate technology to diversified crops under Dominican 
conditions.

3. Weak linkages and poor integration of the production, 
processing, marketing and consumption/demand (PPMC) sub-systems 
result in uncertain markets, unstable prices and inability of the 
participants to effectively manage risk.

B. Production 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 inefficient 
use of land and labor, poor choices in selecting from among 
production options, and low yields due to lack of understanding of 
benefits to be realized from the capacity to apply appropriate yield 
enhancing technologies.

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

4. Overdependence on a 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 fanner 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 Sub-svstems 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 flows.

3. There is little diversification by
marketing/processing firms to achieve profitable volumes of business 
and to diversify price risks.
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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 system 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.
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V. GOVERNMENT ACRICPI/TURAL DEVELO PUT-TOT POLICIES AND PROSPECTS 
FOR GROWTH

A. Agricultural Development Policies of the GOCD

The government of Dominica has set the following national 
policy objectives:

improve external competitiveness in the productive 
sectors;

enhance institutional capability to undertake 
proc/rams that result in improved economic performance;

institute legislation and undertake programs designed 
to influence human behaviour towards the physical 
environment in a mariner 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) to expand the existing level of agricultural export 
earnings of bananas, citrus, coconut and bayoil;

(2) to diversify the agricultural commodity base and to 
exploit a wider spectrum of markets;

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

(4) to encourage the cultivation of commodities amenable 
to simple processing, preservation and storage 
techniques;

(5) to promote Measures to increase productivity and 
rising incomes, and

(6) to improve land conservation, protection and 
rehabilitation practices.

Historically, GOCD policies to achieve agricultural growth 
appear to have relied primarily on two approaches:
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1. The primary approach has been to seek to obtain 
maximum production response by farmers in order to reap fill 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 Gecst boats, and which 
provides farmers with common integrated production-related 
services. The DBMC apparently has been quite successful in carrying 
out 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 estates 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 terns 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 
area, 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 boon 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 production 
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 are to continue in a competitive 
world market.
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claar:

B.

In conclusion, froa every perspective, the challenge is

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

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

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

Prospects for Export Growth

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

Grapefruit 

Coconut

Cocoa 

Passionfruit

Avocado 

Hot pepper 

Coffee

Selected 
vegetables

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

- fresh and processed (oil, oil-based 
products, other exportable products from 
by-products)

-processed, initially as 
dry beans

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

- fresh

- fresh and processed (sauces)

- specialty blends

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

c. n«et> si tor Growth in Inoort Substitution

There are several import substitution products worthy of 
attention: Whole broilers and choice parts, irish potatoes, 
selected vegetables, pork, Button, beef and fish. There 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 development 
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.
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VI. POLICY ISSUES

A. The Banana Industry and Diversification Policy

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

1. Income transfers to fanners 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.

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

4. 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 PPHC 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 Ordering System

Proceeding 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 fanners. One such mechanism 
that has worked successfully in the U.S. and many other countries, 
is a Vertically-Integrated Market Ordering System fVIMOSl through 
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 coordinated) market channel for 
all production. 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.

2. 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 quotas to 
producers, and on supply allocations to fresh and 
processed markets (based on projections of minimum 
and maximum needs). In Dominica, collective 
bargaining "interests" probably include producers, 
processors, hucksters and the Government, the latter 
representing 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.
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C.

3. Grading and allocation of product between the fresh 
and processed export markets would be carried out by 
the VIHOE. 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 
producers.

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.

4. 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.

5. 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) .

Labor and Mechanization Policv

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 equal 
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.
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2. Increased skills and management training will expand 
the pool of technical and managerial talent needed to increase 
demand 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 employees 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. Land 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 water 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 conservation 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."
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buffer zone forests, reforestation, conservation easements, land use 
and crop zoning, integrated upper watershed management, and property/ 
conservation/nonconforming use taxation.

E. Market Information

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. Research and Development

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 
oil 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 (RiD) , 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 retired, 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.
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A PROPOSED VERTICALLY IHTEGRATED MARKET ORpERING SYSTEM 
fVTMOSl FOR DIVERSIFIED AGRICULTURAL EXPORT^

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 l) Market order 
Regulation, and 2) Commercial operations.

1. Market Order Regulation fMOR.)

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 guidelines (COG'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 complianct 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 OEXIA may be the 
preferred alternative for assuming public sector responsibilies 
related to MOR functions.

2. 'Commercial Operations (CO)

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 CO functions by 
1) serving as the exclusive marketing channel for all crops subject 
to MO's from the faragate 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.

\
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B. VIMOE - Potions Considered

Several options should be considered for developing an 
ordered market through a Vertically Integrated Market Ordering 
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 l-Foreian 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. ODtj.on 2-Huckster 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 Associations; Assist producer 
associations to amalgamate, organize, develop management capability 
and capitalize sufficiently to assume responsibilities for operating 
a vertically integrated market ordering system.

4. Option 4-National Institutions or Firms; Identify, 
stimulate and assist one or more existing institutions or firms in 
Dominica to accept the challenges and responsibilities of developing 
island-wide vertically integrated marketing services for diversified 
crops. Sub-options include:

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

b. Sub-option 4b-Existinq Aaro-industries; Provide 
incentives and resources 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.
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Each of the above options art discussed below. 

C. Discussj on of VIMOE Qptio.is

Option j.-Foreion Investors; 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 objectives 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 time, 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.

2. 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 lov 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 as inter-island 
wholesale to retail activities 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.

a
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Qption 3-Producer Associations; 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 
accessing stable markets suggests that they should be 
participants in such an enterprise.

Option 4-National Institutions or Firms; 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 moving into this new set 
of diversified market ordering activities.

Potion 4.a; Under the above criteria, DEXIA would need 
time and considerably enhanced staffing 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 participation of and support by DEXIA 
in a VIMOS, especially in terms of market intelligence and 
analysis requirements, as well as the MOR function of 
approving and monitoring compliance with market orders.

Option 4 Lfe; 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. It'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 system.

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

\
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4.e: DBMC 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. In 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 additional specialized 
expertise and resources to assist in developing necessary 
management capability and to defray start -up costs.

D. Suggested Option

Of 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 Organization of Producers. This likely 
would require the formation of an island-wide "Agricultural 
Producers Coalition (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 aaro-industries using non-banana agricultural 
raw materials (e.g., DAI, 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 (GOCD1. representing the interests 
of the national economy, through retention of a minority shareholder 
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: 
Producers Coalition 30% 
Agro-industries 20%

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 consolidation achieved.

3. Provide a Processing/Marketing Diversification (PKD) 
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
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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 include a 
diversified commodity general marketing manager, plus appropriate 
crop-specific marketing operations Managers. Thesa 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-fann 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 hoc "Representative 
Committee" could be established in lieu of the new DBNC-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.
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VIII. SDMMARY OF BASIC FUNCTIONS STRUCTURg AND 
CHARACTERISTICS OF PROPOSED VIMOS AND VIMOE

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.

•v.\
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VIII-III: SOURCES AND TYPES OF COKTRIBUTIONS 
TO ESTABLISH AND IMPLEMENT VIMOS

A. 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 Jcnowhow for vertically 
integrated marketing. 
Operating systems, personnel, goodwill.

2. 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.

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

6. OTHER CONTRIBUTIONS VIA CABINET/PARLIAMENT AND OTHER GOCD 
OFFICES.

a. Legal arrangements for:
Establishing VIMOS and VIMOE.
Authorizing DEXIA as the regulatory, approval and
supervisory agency for Market Orders.

b. Resources (manpower, financial, etc.).
c. Promotion, public education.
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HI-2

B. ESF CONTRIBUTIONS (yr. 1: US$1.0 million)

(yr. 2: proposed US$1.0 million)

1. GOCD-CONTROLLED FOREIGN EXCHANGE (yr. 1: US$1.0 million)
(yr. 2: US$1.0 million)

Equipment 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 (s«e below).
d) Revolving funds (see below).

2. GOCD CONTROLLED LOCAL CURRENCY (yr.l: ECS2.7 million)
(yr.2: ECS2.7 million)

GOCD equity participation (i.e., purchase shares) for 
operating/working capital in:
a) 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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V-l

VIII-V.: SPECIAL FINANCIAL 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.

2. Functions;
Jnj.tial majority ownership of shares in VIMOE and
CFME to qualify for AVT participation.
Hold 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.

3. Trustee Options;
- International Commercial Bank. 

NDFD.
- Regional Organization. 

Individual.

4. 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 volumes.
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V-2

2. Initial Fundinot ESF local currency.

3. Continuing Source of Funds;

a. CESS (5%_iO%) on all sales to and purchases frost 
VIMOE, e.g.,:

Sales by farmars.
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.

C. PRODUCTION AND PRODUCTIVITY ENHANCEMENT (PPE)FUND:

1. Purpose: 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 ftoard.; one representative from Producers 
Coalition; two representatives from MOA.
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V-3

VI. COCOA FERMENTARY AND MARKETING ENTERPRISE (CFKE) 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 cooing from the PMD Fund.

B. Option Two; 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 cocoa to CFME 
to purchase the AVT shares.



-66-

XI. SUGGESTIONS FOR tiSAID ASSISTANCE.

A. Strategy

Given existing pressures on traditional markets and the 
coi-.uderable competition faced in most non-traditional markets, the 
US;.JD 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 GOCO and private sector in motivating fanners to shift their 
focus, and a greater share of their land, labor, capital and 
management 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 retired to 
achieve vertical- integration 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 until
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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 veil 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-fana 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., this 
proposed VIMOE) and VIMOE;

b. Management assistance during start-up;

c. Equipment;

d. Management and technical training.

2. Appropriate Mechanization and Labor Productivity 
- Testing and demonstration of equipment and tools 
appropriate to small and steep slope farms:

a. Technical assistance; 

b. Demonstration equipment.

3. Management and Skills Training and Management 
Support

a. farm management training for agricultural 
technicians and professionals;

b. Farm management skills training program for 
farmers and farm youth;
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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.

4. 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

5. 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

6. Market information - additional technical assistance 
and training.

A few crops with especially attractive comparative advantage 
and market niche potential, especially'for export but also 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. Passionfruit - there are both production and marketing 
problems to be solved. Needs are for short-term technical 
assistance and training.

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

YV
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4. Specialty market products; 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

5. 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 systems.

C. Considerations related to sources and applications 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 ara US$1.3 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-tern 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 objectives 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

1. GOCD local currency transfer to
proposed diversification financing 
(PMD and PPE Funds)

2. Projectized funds to OECS/ADCU 
under TROPRO

a. Short-term external and local 
technical assistance (for 
feasibility, design and 
initial start-up)

b. Technical and management 
training

c. Field operations

d. OECS management and local 
operating costs

TOTAL:

1.0 million

100,000

80,000

80,000

40,000 

US$1.3 million
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TABLE 6; DOHIHICfrt APPROXIMATE UtfP IS PARKS - BSTPftlg)

Size category

5 to 20 acres I/ 
20 to 100 acres* 
100 to 1000 acres 
Over 1,000 acres

TOTAL:

EF1

:resi/
2/
isl/
•res 3/
eflT

Pantg

Nwber
7,900
2,000

90
10

%

79
24

0.9
0.1
0

Ac

Acres
14,000
16,000
4,800
5,200

0

10,0002 100 40,000

35 
SO
12
13

100

Average
fan size

1.8
8.0
53

520
_0

4.0

i/ Based on 1976/77 aqricultural census tat*, with adjustments for changes 
to date based on opinions of knowledqable persons.

If W5/77 aqricultural census showed 7 ,<»22 farms 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 

.. also is assumed that subsequent sub-divisions and consolidations of 
farms have been approximately eoual.

V Based on informticn from knowledqable persons in Ooainica.
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9 - DOHINTCA: CTOP PTOCOCTION AMD 05B, 1988 (Tonnes)

Item

I. Permanent Crops
A. Traditional

1. Banana
2. Bayleaf
3. Cocoa
4. Coconut
5. Coffee
6. Grapefruit

7. Lime
8. Orange
9. Plantain

10. Tangerine
11. Other Citrus

B. 1. Avacado
2. Breadfruit
3. Cinnamon
4. Cut flowers
5. Mango
6. Passion fruit

Total
Production
(Volume)

75,000
21

569
38,000

595
21,179

5,870
5,771
6,217

N/A
N/A

358
173

13
N/A

4,374
1,250

7. paw paw (papaya N/A
8. Pineapple
9. sorrell

10. Other fruits
11. Other soices
12. Other flowers

II. Roots and Tubers

A. Cassava
B. Daahean (50%)
C. Irish Potato**
D. 9»Mt Potato*
E. Tannia (50%)
P. Yam (50%)
G. Other Roots/Tubers

III. vegetables

A. Cabbage
B. Carrot
C. Christophene 
D. Cucumber
E. Ginger 
P. Lettuce
G. Okra

N/A
N/A
N/A
N/A
N/A

600
14,10*

175
1,732
4,516
6,300

N/A

944
419

Fresh or
Cottage
Processed
for Export
(volume) (%)

72,284 96
-
3 1

225
2

1,266

87
221

1,032
6
1

107
39

5
41
81

6
3
2
1
3
2

142.0

1•370
0
4

66
53

3

1
1

CcHwr-
dally
Processed
for
Export 
(VoluM) (%)

-
21 100
6 1

1,844
13

3,940

220
-
5

N/A
S/A

-
N/A

N/A
N/A
N/A

-

-
! -

—
—
—

N/A

*

128 47 
1,880 (1987) 8

203 
128

3

15 
N/A
N/A

-

«M

Apparent
Internal
Consumption
and
waste
(Volume) (%)

2,716 4
-
560 98

1,000
580

6,400
9,573
1,500
2,900
5,180

N/A
N/A

251
134

8
N/A

4,293

N/A
N/A
N/A

-

843
13,73fi

-175
1 9*0 , '28
4,450
6,247

N/A

11 R*iO
81 

1,872
188 
128 -

3



TOt
Item S2

H. Peas /beans 
I. Pepper (flotl 
j. Pumpkin
K. Tttnato 

. L. watermelon
M. Other Seasonal crops

*

IV. Edible nuts

V. Animal products

Fish 
poultry/meats
Beef
Pork 
Sheep/mutton
Goat /mutton
M^^__MEggs
•.* i * i_

Presh or 
a! Oottage- 
duetion gpo^t —— ' — Volume (%)

00 
125 
685
1fl4io*
195
M/Jkr*/ ft

M/An/ft

477
88 (19871 

423 
420
132 
204 
325
244

N/A
1 

85 
1

10 
2

1

—

-

^

*

Apparent 
internal 

Variety oonsu^tion 
for «nd 
••part mate
VbluM (%) Vol«e in

«0 
59.0 «

N/A 183
9.3 

N/A N/A

N/A N/A

477
flfl• oo 

423 
420 
132
204 
3?5 
244

2469b
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cropj/

1.
2.
3.
4.
5.
6.
7.
8.
9.

10.
11.
12.
13.

14.

15%
by

Bananas
Grapefruit
Lime
Hanqo
Dasheen
Tanni a
Sweet Potato*
Yarns
Puirpkins
Avocado
Sweet Oranqe
Plantain
Total Fresh

Total Fresh

Distribution
destination

1

French M»st 
Indies
Tons

19
682
40
3

IBS
20
1

10
34
6

155
€9

1,517

1,498

38

vx
000 '0

19
879
80
5

270
41
1

14
45
11

277
95

1,65*

1,837

34

KHU 11 - IOflNICA
BY bk&r

Rest of 
Caribbean 
(incl.PR)
Tons

628
145
38
60
150
44
2

42
47 53
94
«

807
1,970

1,342

34

K*
000 'a

597
134
64
99

211
94
3

90
4

154
103

1,066
2,904

2,307

42

EXFUKTS OF \FRESH KHUUIJTE
TNATTON, 19B8

united 
Kingdom
Tons

62,249l/
239
9
13
33
1
1
1
4
6
1

1S6
62,695

646

17

U.S.
Virgin Islands

Bf!$ Tons
000 f a

89,R68
1S2
13
?1
39
1
1
2

14
9
2

174
10,375

S67

10

69
6
5
1

111
4
1

11
13
1
1

11
287

218

6

BC*
000 '8

66
3
7
1

155
9
1

21
85
1
1

14
3S7

2«>1

5

Tbtal
Tons

72,284
1,266

87
81
353
66
4
33

10?
107
219

1,032
76, IBS

3,901

95

BCf
000 'a

103,654
1,165

157
136
497
137

5
116

174
3B3

1,335
109,109

5,455

91

I/ In addition 9,319 tons worth K$13.1 million were exported to Italy.

y Minor amounts of breadfruit, tannia and dasheen were exported to.North America (RTil,600.00); also 
anthurlurn and other ornamentals were exported to North America worth (about FC$55,000).

Source: Central Statistics Office.
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urn LOOU. HUU.TXW or IXVKRO. FKUXS, 19M

IKORX^ t^*»«^ Production ~

Itm Cwntity
(BO)

Quantity 
(term) %

Total v
CbBMption

M

Mi IX (froh, powdered,
evsnorstcd. oordenaeri.
other

Butter

Other Dairy Products
(chMe and curd)

Pork (frtrt)

Mutton - ihMp
- 9(»«

Poultry (dead

BWS

Neat pr^aarationi

•tc.) '

TCQN.

44.6

1427.1

54.8

170

18.9

6.7
0

2,216.9

0

345.7

4.284.7

338,543

5,410,668

157,906

1,149,870

70,781

64,207
0

6,594,788

0

2.103,517

15.964,817

508.9 92

244 15

0 0

0 0

420 96

132.0 95
203.9 100

18.0 1

325 100
(308,000 doon)

10 J.

1.861.8 30

553.5

1,671.1

54.8

170.0

438.9

138.7
203.9

2,234.9

325.0

385.7

6,146.4

9

27

1

3

7

2
3

36

.5

6

100

I/ seurae: Ontral StatUtie* Offio*.
V Source: NinUuy of Agriculture Mml Production Onit

2569b
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13 awn* BUCB TCP
TO o.s. WOPS ram mm

qpao n»

1. C3 qreen wholesale orioe 
* U.K. entry part

1964 19J5 1986 1987 1968 1989 

0.79 .80 .94 1.04 1.08

2. FOB price received by
CEHC 0.42 0.47 O.S9 0.62 0.61 

for shipper (I) 88 70 59 69 77

3. Gross price to growers 
(before discounts for 
services*

• •nark-in for irarketers <t) <"0 81 90
0.22 0.26 0.31 0.35 0.36 0.38

77 69

4. Set oric* received bw
growers (after discounts
for services) 0.14 0.15 0.17 0.19 0.18 

- iwrknn for services (\) 57 73 82 84 100

5. C? qrem wholesale price 
at U.S. entry port 
(from Utin America) 0.45 0.46 0.47 0.46 0.55

6. Prcniun paid by U.K.
(as % of U.S. price paid) 76 74 100 126

Source; Baaed en data f ran D¥ Staff Mport for Dominica, November X, 1989.

2469b
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*i TABLE M - COMPARATIVE COSTS AMD RETURNS
FOR SELECTED CHOPS Ft* ACRE Or PURE STAND - PART I

(BCtOOOl 
(TEARS 1-1)

Annual Coat a and Net Income )/

Year One Y*ar Two

Start-up Yra to 
Useful Inveat- full Cross NP| Crnsfl Net 

Ciop Life aient prod. ECS Price Costa Ylelil Inrnme Income Costs Yield Income Income

,.

2.

1.

'•

5.

«•

7.

••

9.

10.

Banana 5 yra

Coconut
(Dry/Buckatar) 10»yra

Grapefruit
a. Preah mkta 10«yra

b. Procaaa mkta 10«yra

Avocado 10*

Coco* ]0«
(Rehabilitated)

Daaheen 1

Clnqer 1

Cucumber 1

Tomatoea 1

Paaalon fruit 5

2 llf/lb

(1 Tra)
1.1 • 25*Ylb

(3 Tra)
1.7 8 25«Ylb

(1 Tra)
1.7 8 7.M/lb

(2 Tra)
1.9 • OrVlb

(1 Tr)
0.7 1 2.20/lb

dry

0 1 50tVlb

0 1 75tf/lb

0 1 7M/lb

0 1 1.50/lb

4.5 1 374/lb

4.4 5.f 4.1 10.11 4.1 9.0 6.6 2.1

0.8 0 0 (0.81 0.2 0 0 (0.2)

(Tra 1*2) (Tr. 3)
1.1 0 0 II. 1) 0.1 0 0 (0.1

1.1 0 0 (1.1) 0.1 0 0 (0.1)

(Tra 1421
1.9 0 0 (1.9) 0.7 0.8 1.1 0.4

0.8 152 0.1 (0.5) 1.0 191 0.9 (0.1)
Ib Ib

2.4. 9.0 10.0 7.6 - - - -

4.5 8.2 11.5 9.0 - - - -

1.7 4.5 7.0 5.1 -

l.t 1.2 10.5 8.9 -

4.5 2.0 l.f (2.9) l.t 4.0 3.3 1.7

Year Thrrr

C.HISB Nl-l

Costs Yield Income Inciime

4.1 8.0 5.8 1.7

0.3 0 0 (0.11

'(Tr 41
0.5 0.9 0.5 0

0.4 0.9 0.2 (0.2)

0.8 1.6 2.2 1.4

0.4 487 1.0 0.6
Ib

-

-

-

-

2.0 5.0 4.1 2.1

'

Sourcea: Coat of production and Raturna for Selected Oonlnlcan crops, by Raymond Auatrle, 
Statlatlca Unit. BOA, 1988
- Draft Coot of production of aia)or tree cropa In Donlnlca, January. 1991. by 

Peter Oldha>. BDD
- Economic appralaal of cocoa production In Eaatern Caribbean, prepared for AID 

a-' »ADP by na« Bada. 10/19/90

if In year of . production
V Life of crop (or 21 yeara for longer life cropa)
V Raturna to land, •anaqeamnt and capital, plua profit.



i PHI-AMATIVE- COSTS AND BF.TUBNS
FOB sei.FcTKn'CROPS pen ACRE or punt STAND - P»RT 11 

lecsooo)
(YKARR 4-'7 |

Annual Costa and Net Income 3/

Year Four Year Five Year Sin Year Seven Amm* 1
Labor 

Gross Net (Irons Net Gross Net Gross Net Refilled IRR 
' "'°P Costs Yield Income Income Coats YleM Income Income Cost n Yield Income Income Coats Yield Income Income (PHI (»(!'

1.

2.

1.

4.

5.

Banana

Coconut 
1 Dry/Huckster)

Grapef rult

li. Process mkts

Avocado

Cocoa

4.1 8.0 5.8 1.7 1.8 4.4 0.6

0.4 11.5 0.1 10. 1) 0.4 O.fj 0.5 O.I

Itear 51 (Year 6) 
0.6 1.7 1.0 0.4 1.) 5.2 2.9 1.6

0.4 1.7 0.1 (O.I) 0.7 5.2 0.9 0.2

1.2 ).2 4.4 J.2 * 1.5 4.B 6.* 5.1

0.4 564 Ih 1.2 0.8 0.5 BOOH, 1.8 ).)

Repp.it Yt. 1

lYeaf 71 
0.7 2.2 1.2 0.5

(Year 71 
1.9 8.7 4.8 2.9

I.O 8.7 1.4 0.4

1.8 S. ) 8.8 7.0

0.5 BOnih 1.8 1.1

Repeal

(Year 
1.2 5.0

(Year 
2.4 1 1. 1

1.1 II. 1

2.4 9.S

0.5 BnOlb

Yr. 2 101

01 
2.8 1.6 11

HI 
6.2 1.8 66

1.9 0.6 24

11.2 10. 8 III*

1.8 1.1 111

60

n

47 

10

It

20
(RehaM 1 Itat ert)

6.

7. nInner

8. Cucumt>er

9. Tomatoes 

10. Passion fruit 2.0 5.0 4.1 2.1 2.0 4.0 1.1 1.1 Repeat Year 1 Repeat Year 2

-64

6fl 

6) 

61

Sources: Coat iif production and Returns for Selected Dominican crops, by Raymond Anstrie. 
Statlatlcrs Unit. HO*. 1988
- nraft Cost of prodiiftlnn of major tiee crops In Domtnlca, January^ l^SI. tiy 

Peter Oldliam, film
• F.i-onnmlc appraisal of coroa production In Eastern Caribbean, prepared for AID 

ami PAPF by Ha> Hade, 10/19/90

\J In year of full product Ion
2' Life of crop lor 21 year* for lonqei life cropril
y/ Return* to land, *an»qe*i*nt and capital, plua profit.
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APPDCDH B:

CTAgAOTBtttATTOK OF VKKSIOff 
AND PROPOSED ACRICULTUKAL PRODO*"**

ra potmrrex

Marketing of fresh and cottage-processee1 agricultural products 
in Dominica, both for internal consumption and regional trade, is 
characterized by small, undercapitalized traders (known as 
"Hucksters") with limited business management taovhow. They buy 
saall lots of a liaited range of produce (fresh and/or 
seal-processed) for resale in Doainica or on neighboring islands. 
They buy directly froa the far* or froa faraers who bring their 
produce to a public marketplace. They personally resell at public 
aarketplaces or to their counterparts on other islands. Voluae of 
trade, is United by available capital and by what the trader can 
personally handle, assisted at tilts by faaily ueabers.

These small traders inevitably encounter capitalization 
problems. Since entry into business can be initiated on a very 
snail scale with low capital requirements, they are generally 
undercapitalised froa the outset. Most decapitalize even sore over 
time as their costs and consumption requirements exceed income. 
Some traders may encounter a market niche which permits thea to 
temporarily capitalize earnings and expand voluae of business. But 
as other traders becoae aware of the opportunity and enter that 
aarket niche, margins diainish and market sharej are implicitly 
divided, resulting in erosion of capital to a point wh«xt all 
competing traders reach a "survival" equilibrium betveen minimum 
capital required to stay in business and ainiaum consuaption 
levels. This, in turn, increases unit transaction costs, and, in a
•revolving door" effect, decapitalized 'and discouraged traders exit 
froa business and new entrants appear.

The characteristics exhibited by these saall traders fits an 
economic phenomenon that econoaists call "over-entry" into a liaited 
aarket by sellers of a slightly diffsrented product. Because of low 
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 aarkat 
demand. Capital and management limitation* do not permit thea to 
differentiate their products through brand names, iaproved 
packaging, lower 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.



-2-

The net effect of the trading method* d-ascribed above i« to 
create a condition of economic over-entry by traders. The excessive 
number of traders creates a condition of imperfect competition that 
implicitly divides the existing market among them 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 economic waste as prices are 
set at a level above the lowest equilibrium average cost for the 
trade as a whole, as well 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 wasteful 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 early entrants' original profitable price 
G'is eroded as his individual demand curve (d'd') is shifted dovn 
and to the left (represented by demand curve (dd) as new traders 
enter into business. Entry reaches "saturation" when each trader 
finds himsei' in a long-run, no-profit position where prices reach 
point (G) on demand curve (dd). Inadvertently, 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 with a selling price (G), considerably above the 
marginal cost (MC), and each is on the left-hand side of the lov 
point of the average cost (AC) curve. Note also that the marginal 
revenue curves in both the new entry (MR 7 ) and imperfect 
equilibrium (MR) situations are significantly below their respective 
demand curves.

Further, in order to try to cover their costs, traders lower 
prices paid to farmers for produce, farmers cut back production 
because it is no longer profitable to produce, thereby reducing the 
available supply of product which further reduces market 
transactions and forces unit transaction costs higher.

Total sales (Qa) under small trader survival equilibrium 
conditions are lower than sales (Cj' generated at the competitive 
equilibrium price (G"). A comparison of Figure C with Figure A 
reveals how the over-entry situation described differs from that of 
competitive equilibrium. A comparison of Figure C with Figure B 
shows how it differs from an oligopolistic situation.

Note that there are many similarities between the Dominica 
small traders situation illustrated by the demand curve (dd) in 
Figure C, and the oligopolistic situation illustrated in Figure B. 
In both, there is imperfect competition, a slightly differentiated 
product, a reduced market and socially wasteful use of resources. 
However, 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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illustrated by the difference between the selling price (G) which is 
considerably above average cost, and price (B) which is the price at 
which marginal cost equataa to marginal revenue. In the over-entry 
situation, traders continually enter, erode what little capital they 
have, and then leave (or remain, but in a "distressed* subsistence 
state). 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 
is illustrated in Figure D. Because these small traders are 
undercapitalized and underaanaged, 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 low 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 (P*) . If they were able to 
offer some or all of the ancillary services decribed, effective 
demand would tend toward D'D' i.e., the total effective demand curve 
would shift upward and to the right. This will result in a price 
(p') and quantity (Q*) that intersect at the low point of the 
average cost (AC) curve point (G), and marginal cost (MC) will equal 
average cost (AC). A larger total quantity of sales will result at 
a lower price without social waste, and with improved total marginal 
revenues, some of which could be passed on to the producer in order 
to increase the available supply. Although (?') is illustrated 
under perfect competition, some product differentiation would not 
shift marginal revenues downward on the (MC) curve as low as in the 
over-entry aituation.

In conclusion, a shift to the D'D' demand situation will result 
in lower sales prices, increased sales and increased marginal 
revenues.

Bow might the D'D' situation of Figure D be achieved in the 
Dominica produce supply trade? Adequate capitalisation and 
management capability through consolidation of product marketing 
from the) farm gate to the shipping dock would permit economies of 
scale that reduce unit transaction costs, as well as provision of 
ancillary services to suppliers (e.g., transport, credit, inputs and 
technical assistance) and to buyers (e.g. , grading, packaging, 
delivery), thereby triggering a shift in the total effective demand 
curve upward and to the right.

combining supplies into larger lots during initial field 
assembly for improved efficiency in handling, grading, packaging and



tran«port can reduce transaction costs both p«r unit purcA'/jed and 
per unit sold. Additionally, provision of ancillary services, based 
on a larger volume traded, can achieve economies of scale, thereby 
shifting the »P equals MC" equilibrium downward and to the right in 
tens of cost of services.

Achieveaent of the economic efficiencies described and 
illustrated above vill require institutional changes in existing 
market structures to permit consolidation of supply assembly, 
ancillary services and wholesaling functions, such changes vill 
necessarily result in reduced ••ase- of entry" by small traders. 
Some existing tradtrs vill be unable to remain in business. 
Hovever, total volume; of sales vill increase, farmers will have 
easier access to markets at better prices resulting in increased 
total agricultural output and increased productivity of factors used 
in production and Marketing. Furthermore, a positive economic 
multiplier affect 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 iaproved economy 
will result in greater alternative opportunities for them.

The Central Marketing Services Enterprise proposed in the body 
of this report incorporates characteristics that vould tend to 
achieve the econoaic rtsults of the D'D' supply/deaand and price 
equilibriua situation illustrated in Figure D.

In the changed market structure proposed, many small trader* 
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 services. 
But the functions of supply collection and assembly, and large 
voluae exports, vill be consolidated at the central marketing 
services level, thereby permitting lover unit transaction costs 
through application of organisation, management and marketing 
technologies that achiave economies of scale, resulting in reduced 
unit transaction costs and improved market access at higher farm 
gate prices and lower final market prices. Since this vill lower 
prices at the wholesale level, small traders who focus on the 
retailing function may realist greater marginal revenues than they 
previously realised while carrying out all of the supply assembly, 
wholesaling and retailing functions thems<alvea.
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TTJffliTBlTION OF ECONOMIC RELATIONSHIP 
TVn TrVgKENT KSJUCET STRUCTORSS

FIGURED

Illustrates perfect competition position of individual firm in
equilibrium, where
Z » Price equilibrium
d - Individual firm's demand curve
D • Total market denand curve.

B

Illustrate* inperfect competition position of individual firs in 
equilibrium when few sellers sell identical or slightly 
differentiated products, where

G • Price charged
0 » Total market demand curve, as veil as individual firm's demand 

curve.



Illustrates imperfect coepetition in equilibrium with 
over-entry of slightly differentiated sellers who 
implicitly divide the Market, where

d'd' is early entrants' individual deaand curve; 

G' is early entrants' price;

dd is individual and total marfcet deaand curve at 
over-entry equilibrium;

G is price charged at over-entry equilibrium when each 
trader is in a long-run, no-profit position?

AC is average cost curve for both the early entrant and 
over-en try situations;

NC is marginal cost curve for both the early entrant and 
the over-entry situations;
MR' is the marginal revenue curve for the early entrants 
and E' is the quantity and price intersection point at 
which his margin*! cos^s and marginal revenues are equal;
MR is the marginal revenue curve for the over-entry 
situation while 1 is the quantity and price intersection 
point at which marginal costs and marginal revenues are 
equal;
Q* is total quantity sold in the over-entry situation;
Q' is total quantity sold in the early entrants' 
situation; and

£*> is the quantity that could be sold if the market
structure causes prices to be set at the lowest point oh 
the average cost curve.
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Compares economic results of present and potential produce 
trading for doaestic consumption and export if the • 
proposed central marketing services enterprise is 
established, where

00 represents the present total demand curve since small 
produce traders activities determine market equilibrium;

D'D' represents the potential total demand curve if 
the central marketing services enterprise activities 
determine market 'equilibrium;

Q* is quantity sold under present conditions;

Q' is potential quantity sold under proposed marketing 
arrangement ;

P* is price charged under present condition*;

P' is potential price under proposed arrangement;

MOTE: Under the present situation, economic waste is 
represented by the difference between the marginal revenue 
(MR) and marginal coat (MC) curves' intersection and the 
average cost (AC) and demand (DO) curves'intersection. 
Under the proposed arrangement there is no economic waste, 
since price (P ; ) and quantity (Q ; ) intersect at the 
point where marginal t cost (MC), average cost (AC) and 
marginal revenue (£&') curves intersect the demand 
(D'D') curve.

2553b
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Livinq Hatars 
cooparativa Study croup

Hop* F»r»«r» 
coop«r»tiv« Study Croup

I«prov«m«nt S«rvic«»

Soufricr* Small 
Farncrs Association

Euanucl John 
Salisbury Villa?*

Harold Francis
P«tit« Savanna Villag*

Matthtv onond 
B«ll«vu« Villag*

Hobson Francis 
Soufri«r« Villa?*
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X0DR1ISI1 A» CONTACTS FOB iOPPORT OROAVXSftTXOIlt XI DQNZMXCA

Dominica tenant 
Growers Association

A^ricultral Industrial 
and Development Bank

Dominica ranters Union

Association for 
Caribbean Transfonation

Special Projects Assistance Tea*

Dominica Hucksters Association

Pan To Market

national Development Foundation

Dominica Export 
and Import Agency

Jefferson Scotland 
Bath load 
Roseau 
Telephone t2«7l

Patricia Charles 
(4 Rillsborouqh St. 
Roseau 
Telephone 12153
Lloyd Pascal 
1? Church Street 
Roseau 
Telephone 14244
Neville Graham 
34 Rillsborough St. 
Roseau 
Telephone ••?«
Jo*y. lei tier. 
• Fort Lane 
Roseau 
Tslephone 14377 //'

Cscil Joeeph f 
toy street | 
Roseau 
Tslephone t335S
P. Osboms Riviere
1« XiA9 Gsorgs V Street
Roseau
Tslephone 11116
Milton Lawrence 
as Kennedy Ave. 
Roseau 
Telephone 13240
Hajinan Clarendon 
Charles Avenue 
Roseau 
Tslephone 13494
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LOCATION OF FA£M£R ORGANIZATIONS IN DOMINICA 

MAP XZrCUMCl KEY

1 Painavilla Panara Croup, Painavill*

2 Taapla LivtatocJc Group, Wood fort Bill

3 Sinafcu faraars Cooparativa, Sinaku
4 Grand Fond Piggary, Grand Pond '
5 South East Diatrict Plantain Aaaociation, La Plain*
6 Kopa Panara cooparativa Study Group, Patita Savanna
7 soufricr* Small F»r»«r« Astocittion, Soufriara

I Ballavua Ftraari laprovaaant Sarvicaa, Ballarua
> Organic PUnt Growars Cooparativa, Koaaau

10 National Pig Producer a Aaaociation, Roaaau
11 cooparativa Citrua Grovara Aaaociation, Xoaaau
12 Doainica lanana Marketing Corporation, Jtoaa^u
13 Doainica ttaantial Oila and Spicaa Cooparativa/ Xoaaau
14 Kultipurpo9« Youth Group, Varnar
15 Living Vatar» Cooparativa Study Group, flaliabury
16 Roc* Vagatabla Grovara Cooparativa Study Group, 

Saliabury
17 Korthvaat Goat Producara Aaaociation, Saliabury%
Tha foXloving organixationa bava thair haadquartart in Roaaau 
vith aaabarahip aeattarad throughout tha ialand:

Cooparativa Citrua Grovara Aaaoeiation 

Ooainica Banana Markating Corporation 

Doainica Eaaantial Oila and Spicaa Cooparativa
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SUMKAEY*

Seventeen fanner organizations are active in Dominica, vhile 
nine organizations provide support services. These can be grouped 
as follows:

Traditional commodity associations (banana/ citrus, & 
essential oil/spices);

Livestock associations (pig, cattle 6 goat);

Crop producers (banana, plantain, fruit, citrus, vegetables 
6 roots);

Specialty crops (flower, bay oil);

Public sector support organizations (AIOBAMK, DEXIA), and

Private sector support organizations (DBGA, DFU, ACT, NDP, 
SPAT, DMA 6 FTM) .

Tamer Organizations

While Dominica's farmers are independent and self-sufficient 
individuals, they recognize that the accomplishment of certain 
activities requires cooperation with their neighbors. They tend to 
show a willingness to worX with others for the achievement of mutual 
goals, and demonstrate an eagerness to help friends and neighbors 
with special needs.

Farmer organizations in Dominica represent a large majority of 
all farmers. In many cases, these organizations have accomplished 
the original purpose for which they were organized. In some cases 
the effectiveness of the membership in accomplishing the initial 
objective, 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 producers. The 
oldest traditional commodity associations are focused on the 
production and marketing of bananas, citrus and bay oil, three of 
the aost important crops.

From "Profiles of Farmer Organizations in Dominica", IICA, May, 
1989.
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The majority of Dominica's primary aociatiea art five .years or 
less in age (Table 1) and only two of the 14 primary societies have 
existed for aore than ten years. However, the age of these 
societies is not a reliable measure of their effectiveness. The 
younger organizations tend to b« sore vigorous and able than the 
older organizations. Even among the traditional commodity 
associations, the youngest of the organizations has the most dynamic 
and ambitious program.

Support Organizations

Organizations supporting agriculture shov a great deal of 
experience, diversity of interest and expertise, rive of the nine 
organizations have operated for more than ten years. Support 
organizations assist farmers directly or indirectly by promoting the 
production and marketing of agricultural commodities. Some 
organizations focus on activities related to the quality of life in 
rural areas and particularly among agricultural producers.

Major Accomplishments of Fanner Organizations

There 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 
which has had major effects on the profitability of producers in the 
south east of Dominica. The National Pig Producers Association also 
is moving steadily toward becoming a viable production and marketing 
association.

Other organizations have made significant accomplishments and 
serve as good models. The Ornamental Plant Growers Association has 
effectively increased the quantity and the quality of exports of 
flowers from Dominica, through its training of producers and 
marketers of foilage and flowers. The Living Waters Cooperative 
Study Group has developed an impressive program of education for its 
•embers and the Hop* Farmers Group has shown a great deal of 
ingenuity in the development of income producing projects. The 
leadership of the Grand Pond Piggery If 5 to the development of the 
National Pig Producers Association, the largemt livestock producers 
association.

Among commodity associations, the Dominica Banana Growers' 
Association has helped to maXe 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 showing leadership 
through the production of consumer products using bay oil as the 
major ingredient.
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V/L r Probl«iB« of Farmer Organizations

For th« most part, farmer organizations are guided by a stense 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 members. Two 
of the oldest of these organizations (Sineku and Temple) have 
accomplished their initial objective, but have not redefined the 
purpose of their association. As a result, they lac* dynamism and 
energy and their accomplshaents have been limited.

In respect to problem areas identified by farmer organizations, 
difficulties in aarketing their produce heads the list. Specific 
problems include the lack of vehicles to transport produce to 
market,, inadequate and uncertain cargo space for air shipments, high 
cost of international transport (both sea and air) and lack of trust 
in overseas buyers.

Production problems identified by the different groups cover a 
vide 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.

Members of farmer organizations identify insufficient management 
and organizational skills as serious constraints. These deficits 
are apparent in most primary societies, in some cases these groups 
are working to overcome these constraints, albeit slowly.

Conclusion

Farmer organizations are distributed throughout the island. It 
is estimated that nearly 90% of Domincian farmers belong to at least 
one group. Parser organizations are viewed as perhaps the most 
reasonable means of reaching small farmers with effective services. 
Their improvement is crucial for rural development to take place.

Although primary societies are relatively young, some of them 
have grown quickly in terms of members and offer services which are 
both unique and effective. While these organizations are somewhat 
uneven in thier development, some 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 attainability.

\
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Taken together, existing farmer and support organizations have 
th« potential for providing a vide rang* of services required by 
agricultural producers. With better planning and continuous and 
sore concentrated technical and financial assistance, these groups 
can assist in meeting the challenge for aore effective production 
and marketing of fan produce.

If Dominica is to implement a national diversification program 
effectively, and if it is to become a productive member in the 02CS 
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 
of managerial capability at all levels. Likewise, technical 
assistance and improved access to financial resources vill be 
required to permit farmers organizations to reach an economical 
level of self-sufficiency.
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tun i> xvroumov 01 otajunmxou xi
Typ» °* 
Organisation
Cooperative Citrua 
Crovera Aaaociation
Deainica laaantial 
Oila and fpicaa
Doainic* Sanana 
Ggoftmxs Aaaoeiattaa • 1

flneku rareere 
Cooperative
Taaple liveetock Group
Hock v«<itablo Crovarfl
Cooperative study croup
Grand fond finery
Ornamental Plant 
GroVars Cooperative
Multipurpoee Youth 
Group
South laet DUtrict 
Plantain Aaeoeiation
Peinavilla Paraera 
Group '
Vorthvcflt Coat 
Producara Xaaociation
National Pi« 
Producara Aaiociation

Tear

1949

1949

1534

197«

1971

1912

1912

1913

1914

19H

19«<

1917

1917

Ruaber

17

490

«M

40

3t

t«
12

SO

10

47

29

17

47

Activity
Grapefruit aarkating

Bay oil production

Banana production 
and marketing
Banana and plantain 
production
Cattle production
vaoetafele production 
and Marketing
Pig production
Plant production 
and marketing
Priit and vegetable 
production
Plantain production 
and aarkating
toot crop and fruit 
production
Coat production 
and marketing
Pi? production 
and marketing

ti

• In 1914 the Doainiea Banana Grov«r» A«aociatior> vaa dividad into 
tvo orfanisat^onat 0»CA and OBMC.
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TMU 11 IKTOWUTI01 01 7XWUM ORQMIZIATZONf X» ECMIBIC1
• eeotiau«4 •

Type of
Organization

Year Nuab«r 
founded M«»b«r*

Priury
Activity

Living w«ttr» 19*1 30 
Coop«r*tivt study Croup
Hop« r»m«r» Cooperative 1987 21 
Study Group

191?

1997 30
I«prov«««nt Services
Soufriert Saall 
farmer a Association

V«9«tible production

Root crop and bay 
oil production
Veqttable and flower 
production

Li««, fruit and 
banana production
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YAJbl »I ZWOMftTZOM OM tOfPOmT OJOAHZIATZOiH ZV DONZVZCA

Organisation tttr
Founded

Primary Activity

Oominic* Banana ,.— 
Marketing Corporation

Agricultural Industrial 
and Develelopment

Doainic* r«n«r« 
Union

Association for C«rib- 
b«an Trtnsformttion

Mttional 0«v«lopm«nt 
Foundation

SMll Proj seta 
AssistAncs TSSJI

Dominic* Bucfcstsrm 
Association

Pan To Market

Oosin'iea Iirport. and 
Ziport Agency

1914

1972

1972

1979

1910

1913 

1912 

19»f

Promoting production and 
marketing of bananas
Financial and technical sup­ 
port for agriculture, industry, 
housing and studant loans
Insuring that f«rm«rm have a ' 
voice in all matters
affaeting their welfare
Tachnieal support and 
guidance to small farmers
Credit and technical assist­ 
ance to small entrepreneurs
Contributing to th« education, 
social, cultural and economic 
betterment of Dosinicaa groups
Promoting economic interests 
of lueksters and marketing of 
Dominican commodities
Marketing all typas of agri­ 
cultural commodities produced 
in Dominica
Promoting export of'agri­ 
cultural commodities and 
import of essential 
commodities
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91 IllTICH PfcOVlDIP fO KMiM IT fMUQM OiOJUHUTIOMl

Organization Input Credit Infor- T*ca- Ktrket- Trans- 
Supply Mtion nieal iivj porta-

tion

Cooperative Citrus 
Growers Association

•

Dosinica Banana 
Growers

Dosinica Essential 
Oils and Spices

Sineku faraers 
Cooperative

Tesple Livestock 
Group

Hock vegetable 
Growers
Grand Pond Piggery

Ornamental Plant x 
Growers Cooperative

Multipurpose 
Youth Group
South East District x 
Plantain Association

Peineviile Parsers 
Group

Northwest Goat x 
Producers Association

national Pig x 
Producers Association

x

X.

•Together with the Doainica Banana Marketing Corporation.
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TAJLI )l ItftTXClff rHOVZDCO TO XCMltM BY fAJWIHJ OKCXXIJATIONf
• continued -

Organization Input Credit Infer* Tech* Market- Tram- 
Supply »ation nieal ing porta-

assis- tion
tance

Living Matsrs Coop­ 
erative study Group

Hope rans«rs Coop­ 
erative Study Group

Bellevue Faners 
I»provt»tnt Service

Soufriere Saall 
Parsers Association
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Figur* D-I-4

ORGANIZATION CHART OF THE DIVISION Oi: .FORESTRY-
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Figure D-I-6

PRESENT STRUCTURE ON FISHERIES |>WBU>MKNT DIVISION r.D.D.

I Ministry of Africulturc

I 
I Permanent Secretary

I 
| Fisheries Development Officer

{ Fisheries Officer |

I
Fisheries Li.ison Officerl I Fisheries Li.ison Officer

1
Marine Mechanic
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M1WXSTRY OF AGRIOTLOTWt!
DESCRIPTION or FUNCTIONS

AND ACTIVITIES, BY DIVISION* 

A. DIVISION Or AGRICTUUME

The Division of Agriculture is the biggest d«partaent of the 
Ministry of Agriculture. It has a staff complement of about 75. 
Annual recurrent expenditure is about EC$3.o 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, mechanics 
shop, library and office space. There .ire seven agricultural 
stations in various locations throughout the country with plant 
propagation capabilities of over 600,000 plants per annum. These 
stations have office and storage space, and some offer stud service 
and 'animal breeding facilities. In addition, there are four faraer 
service centres capable of sitting a total of 200 farmers. A farmer 
training centre is capable of sitting 50-100 farners, with sleeping 
accommodations for 17 persons.

The aajor functions of the Division of Agriculture are 
agricultural extension, promotion of diversification, and advisory 
services. The main line function consists of the delivery of 
technical knovhov and includes, in some cases, the provision of 
material inputs, usually made possible through various projects 
funded by external donors.

The island is divided into three main extension zones, the 
North, the south and the East. Each of these zones is manned by an 
agricultural officer who is responsible- for managing the extension 
program in his area.

There are five extension districts (two in the North, two in 
the South and one in the East). Each agricultural district is manned 
by an agricultural assistant who supervises four field agents 
responsible for actual field work with farmers. Methods used by 
these field agents are method-and-result demonstrations and 
individual farm visits.

Extracted and summarized from draft "Agricultural Sector 
Assessment", Dominica Ministry of Agriculture (written by Raymond 
Austrie), April, 1991.
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Support function* of the Divicion consist of a miscellany of a 
number strvicti, namely:

— livestock development
— veterinary assistance
— plant protection
— agro-processing
— communication *nd information
— agricultural statistics
— project planning
— tree crops development
— agricultural engineering
— floriculture development

These services, together with extansion, constitute the core 
prograas of the Division of Agriculture, which also supervises 
implementation of a number of externally supported specific 
projects. Staff responsible for the various support sections, 
unlika their colleagues in aaimstream extension, are sainly 
technical and professional specialists in their particular fields. 
They usually have university level training, soae of them possessing 
masters degrees.

The Division has littls capability in 1) land and water 
conservation and vase, 2) planning, monitoring and evaluation, 3) 
agricultural statistics, or 4) market intelligence. Neither does it 
have a staff developaent and training unit.

The Communications Unit which is responsible for the 
preparation and dissemination of technical information, agricultural 
news, public notices and other mass communication activities related 
to agriculture, is veil-equipped and has capability for video 
production. Other strong units are Plant Propagation, Plant 
Protection and Animal Health. The machinery section repairs project 
and program vehicles and equipment, and also maintains a small farm 
machinery 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 with replacement 
parts, and shortages of funds to purchase necessary machinery and 
equipment.

B. FORESTRY DKVSLOPMKNT DIVISION

The Forestry Development Division is responsible for managing 
all forestry resources. The Division has a staff of 40. Recurrent 
expenditures for the Forestry Division average about ECS900,000 per 
annum, while capital expenditures average a little over EC$700,000. 
The Forestry Division has two offices in Roseau, six forest stations 
with living quarters for 6-8 persons each, and three forest 
nurseries capable of producing over 4,000 plants each.

In fulfilling its rola, the Division is divided into five ma^or 
functional areas as follows:
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— Forest Utilization and Land Use;
— Conservation, Protection and Reservation;
— Silviculture, Research and Reforestation;
— Natural and Historical Paries, and
— Watershed Management, Environment, Education and 

Interpretation

A recently completed Forestry Sector Plan provides 
recommendations for strengthening the Forestry Development Division.

C. USDS AMOKS'VKYBiS DT9T5IQM

The Lands and Surveys Division administers government land and 
provides survey services to all sectors of government. The 
Division's aain clients are farmers, but also include other land 
owners and the legal profession. The Division has a staff of 55. 
Its recurrent budget averages ECS764.000, while capital expenditures 
average ECS50,000. Main program activities are:

— administration and training;
— mapping;
— surveys for other ministries;
— state land surveys;
— state land protection and allocation; 

integrated rural development.

Opportunities may exist for strengthening linkages of the Lands 
and surveys Divison with the worX of the Division of Agriculture in 
areas such as land use planning, natural resource conservation and 
production forecasting, through the development of a geographic 
information system.

D. FISHERIES DTVTSIOH

The Fisheries Division is quite small, vith a staff of eight. 
Average annual recurrent expenditures are EC$117,000 and average 
annual capital expenditures axe BCS410,630. The Fisheries Division 
has a fisheries) mechanics shop for repairing boat engines, a email 
research vessel, and an aquaculture research facility vith six ponds.

Major functions of the Division are:

— fisheries management;
— fisheries development;
~ liaison vith the industry and international agencies.

Main program activities are:

— fisheries extension and
— aquaculture 

research
— resource assessment
— marine mechanics shop.

rXeting
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OTHER PUBLIC SECTOR INSTITUTIONS SSRVING 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 OMIT is responsible for Town and Country 
Planning, which involves spatial allocation of housing development 
and settlement projects, tourism development, industrial and 
agricultural development.

c. THE COOPERATIVE 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. THE MINISTRY or EDUCATION provides technical and vocational 
education in agriculture to the nation's youth at primary, secondary 
and tertiary levels. It maintains a number of school gardens 
distributed around the island. Past efforts to establish 
agricultural schools have enjoyed mixed success.

t. DOMINICA BANANA MARKETING CORPORATION (DBMC) was 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 growers. The DBMC 
also provides technical and extension support to banana farmers, as 
well as training and information. The DBMC's primary goal is to 
promote the well-being of banana growers and to ensure the financial 
viability of the banana industry. Overall policy and direction of 
the DBMC is determined by a nine member Board of Directors. Three 
are elected by growers, five appointed by the Minister for 
Agriculture of which three are from the business community and two 
are from the Ministry of Agriculture. The executive secretary also 
is a Director.

The DBMC has a full and part-time staff of about 500. It owns 
twelve field buying depots located at various points, plus two main 
input warehouses — one at Roseau and the other at Portsmouth.

Main activities of the DBMC are:

— training and on-site production demonstrations to banana 
growers by 17 district officers;
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education and information dissemination about the banana
industry ;
support to banana research through provision of an annual
grant to WINBAN;
operation of a cess (check off) »y»taa which allows growers
to buy inputs on a pre- and post-paid basis; and to have
access to an aerial spraying service;
undertaking all functions related to the purchase and sale
of bananas to Geest Industries — price negotiations,
procurement, transport, storage and assembly, quality
control, regulation of production, etc.

f . THI DOMIMICA. EXPORT AMP IMPORT AGENCY fDEXiAi was established 
in 1986 through the serger 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 
development activities. The Board of Directors is appointed by the 
Minister of Trade and Industry. Operations art handled by a general 
manager and eight aaployees.

DEXIA operates in a newly renovated office complex which has 
facilities for rice and sugar storage, as veil as space for trial 
export processing. A newly constructed warehouse at the Melville 
Rail airport is owned by DEXIA and provides space for processing and 
cool storage of fresh agricultural produce. Although DEXIA cannot 
participate in direct trading, it does test marketing. Main program 
activities are:

— market intelligence
— market research
— trial shipnents
— training of exporters and producers of export commodities
— export infrastructure improvement
— administration of the Roseau Public Market.

g. AGRICULTORAL INDUSTRIAL DEVELOPMENT BANK fAIDB^ is a
state-owned bank. The Board of Directors is appointed by the 
Minister for Finance, and the general manager is appointed by the 
Board of Directors. The bank has a total staff of 20. Pour of 
these work with agricultural credit: one senior farm improvement 
officer, and three farm improvement 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-processing (including 
lumber production) . It also provides seed equity capital for 
establishment of agricultural enterprises.

AIDS' s lending policy is largely determined by the Caribbean 
Development Bank (COB), its main source of funds. Generally, the 
bank does not finance land purchases or vorking capital. Of the •- 
total AIDB disbursement of BC511.6 million in 1989, ECS4.6 (or 40%) 
was disbursed to agriculture.
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Landing rate* rang* from 3.5% for soft fund* received from the 
International Fund for Agricultural Development (IPAD) , to 12% for 
funds received froa the Caribbean Development Bank (COB) .

h. NATIONAL TION fHDCl if a public
institution created to promote commercial and industrial 
investment. This also includes efforts to encourage private capital 
inflows to agricultural production, especially focusing on 
agro-processing, floriculture, timber exploitation and off-season 
vegetable production, mainly for v inter markets in th« U.S. , Canada 
and the United Kingdom.
i. THE NATIONXT. PgVgLQPKPlT FOCTNPATIO*? OP POMTMICA fKDPm is a
private foundation that promotes small business development. It 
provides loans to small businesses and to small farmers for starting 
crop, livestock and fishing enterprises. In 1989, KDFD provided 
credit for EC$71,000, as compared to EC$33,000 in 1988.
j. REGIONAL INSTITUTIONS SERVING AGRICULTURE include:

i) CARIBBEAN COMMOK MARKET ORGANIZATION fCARICOHJ. The
Standing Conmitta* of Ministers for Agriculture (SCKA) 
has responsibility for agricultural affairs. A recent 
output of this Committee is the Regional Agricultural 
Sector Plan (PASP) . CARICOM's various trade regimes 
such as the oils and Fats Agreement, the New Marketing 
Arrangement (NXA) , and the Common External Tariff 
(GET) , help to facilitate trade in agricultural 
commodities within CARICOM.

ii) WJNDWARD ISI,AMDS BAHAMA ASSOCIATION (W?yBAN) is the
coordinating body for the four Windward Island banana 
associations. WZKBAN undertakes marketing related 
activities such as price negotiation, as veil as 
research on banana production, such am disease and 
pest control, fertilizer requirements and placement, 
etc.

iii) WINDWARD ISLANDS CROP INSUBAHCS (WIKCRQP1 is a Crop
insurance scheme established to compensate farmers for 
wind damage to banana cultivations in the Windward 
Islands. The scheme currently provides coverage for 
bananas only. Consideration is being given to 
expanding its activities to other risks and other 
crops.

iv) CARIBBEAN TRADlxp COMPANY fCATCOl is a subsidiary of 
the Caribbean Pood Corporation (CPC) which provides 
financing and technical support for the implementation 
of projects in the agricultural sectors of the 
region. CATCO is currently working with the South 
East Plantain Producers Association in Dominica. It 
provides a marketing contract to the association and 
arranges, through a local marketing manager, for the 
procurement, transport, packaging, and export shipment 
of plantain fro* Dominica.



D-n-4

v)

vi)

vii)

viii)

pgCS Agricultural Divereifieation Coordinating Unit 
fADCUl vas established with USAID funding and provides 
technical and material support to diversification 
efforts within the OECS countries, as well as fosters 
joint marketing of agricultural products from the 
•ub-ragion. ADCU also is responsible for managing tha 
Tropical Produce Support Project (TRO PRO), 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 ADCC is in Dominica.
Related to ADCU is • CARZCOM Expert
Project fggppv that seeks to assist the private and 
public sectors in CARICOM member states to expand 
regional trade and extra-regional exports. The 
project prosotes trade and operates a Caribbean Trade 
Information Systeja (CARTIS) .
ORGANIZATION OF RASTgRK CARIBBEAN STATBS fOZCg) seeks
to proaots cooperation and econoaic integration of the 
English-sp«aking countries of the Eastern Caribbean. 
The OECS is currently taking steps towards a free 
sarket in vhick all internal tariff and non-tariff 
barriers to trade are to be eliminated. Steps are 
also beirv? considered for sose form of political unity.

OF INDIES provides education 
and training opportunities for students of 
agriculture. Through the Caribbean Agricultural 
Extension Project (CAZP) , UWI has been able to 
undertake activities to improve the effectiveness of 
agricultural extension. UWI's Department of 
Agricultural Extension produces a newsletter which 
provides farming and extension information to farmers 
and agricultural practitioners in CARICOM countries.
CARIBBEAN ACRICtTLTURAIj AMP

t CARDIE it a regional research institution
catering to the technology generation needs of the 
Caribbean. CARDI's activities in Dominica have 
centered around research involving forage, small 
livestock, cut and carry system for small cattle 
production units, and, more recently, orchard 
management and tissue culture involving floriculture. 
The CARIBBEAN RURAL DEVELOPMENT AMD TRAINING SERVICES 
(CARDATS) is the extension arm of the CARDI technology 
generation effort.
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IX) TH2 RASTCTM CARIBBEAN STATES EXPORT DEVELOP*g>rr
(ECSZDA) va* established with European Development 
Trust (EOT) funding with the objectives of helping the 
OECS identify, penetrate and develop export markets.

X) THE CARIBBEAN DEVELOPMENT BANK fCDBl provides
financial and technicau assistance to agricultural 
development within the region. COB is the main source 
of funding for AIDS.

k. INTERNATIONAL INSTITOTIOMg SERVING ASRICPLTPBE There are some 
15 bilateral and multilateral agencies involved in one form or 
another with agricultural development in Dominica. The greater part 
of Dominica's public sector capital investment in agriculture 
originates from these sources. Some of these agencies provide 
mainly financial assistance, some provide technical assistance, 
while others provide both. Financial assistance may take the form 
of loans or grants.

The European Develppment Fund fEPFI provides funding mainly for 
agricultural infrastructure such as feeder roads; .the Canadian 
International Development Agency fCTDAi focus is on natural 
resources, land reform and agro-processing; the British Development 
Division (BDD1 emphasizes tree crops development and the Un^te^ 
States Agency for International Development fUSAID^ concentrates on 
institutional strengthening and related infrastructure. The 
and Agriculture Organisation (FAQl provides mainly technical 
assistance for planning, natural resource development and 
marketing. The French technical cooperation (PTC) and the Republic 
of China (ROC) have resident missions.- The former is building and 
operationalizing a farmer training center and the latter is carrying 
out research and extension activities in vegetable production.

The United States, Britain and Canada administer special trade 
agreements favouring Caribbean countries. These trade agreements ' 
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 (LOME Convention). These 
agreements provide duty-free entry of agricultural commodities from 
beneficiary countries into the respective markets. Non-tariff 
barriers, however, such as plant protection regulations, have 
restrained Dominica's ability to fully exploit many of the 
opportunities.
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TABLE D-V-a; USAID FUNDED PROJECTS IN DOMINICA, 1991

STATUS PROJECT TITLE TYPE OF FIMAMCING TOTAL ESTIMATED COST

OM90IND

Ptlltt School 
fttlltvuv Chopin School 
CPCC IrriQttion *nd 
Dtv.of Inttrp.f*cil.-lo«ri/F.«*tfr 
Ukt»
Do«inic4 Co«a. Infr. 0*v. 
Equip/*«rv <4d*io. of juttict) 
Eittnvioft Scuff itrt School 
Ftftcinf of Govtrnttflt Ht«dau4rttr» 
Fruit fix control 
Hurrictnt Huqo Rtlitf 
Hurrican* Hu«o R»liff 
Humc*ne Huqo fitlitf • Mon-t*n«n« 
Hurric*n» Hugo ft«li«f -ttntnt 
H«»»«crt Clinic 
Horn* J«unt Infant Sen. 
Pttitt S«v«nnt Prii*rr School 

!*provt«»nt of Hiqh

Xiwitrt Cyriqut Clinic

Kuril Cite. Froj.E»*t totti 
School 9«rtf»n project 
Scott* H»*tf School Coflttruc. PH. XI 
Tr4f«l««r School

58AMT 
CftAMT

GftAWT 
GKAMT 
6KAMT 
GftAMT 
6KAMT 
WANT 
MAMT 
MAMT 
GRANT 
GftAMT 
GRANT 
GRANT 
GRANT

6RANT 
GftAMT 
MAMT 
9MWT

300^000
300,000

10,000

l»llt» School
Co-op«r«tivt 
Coco« D«v»lo»Mflt Projtct 
Concorde Frittrr School 
Cittntiofl- Soufritrt Pric«rx School 
M»rnt* friary School

Conctructiw of F«rll&MAt
L«u«4t School
(.«• Libr«ry (Htp4ir»/£t«i»)
H*rioot Junior School
Printinf of Htvitut L«n
Project Sup«rvi»or
Rtp«ir« to HiQi*tr»tt'» Court
Sinttcu School
Youth Skills Trtininq

T*Ull

WANT 
8KAMT 
MAMT 
WANT 
OKAMT 
GJMMT

T«Ull

OMMT 
6IUMT 
OKAMT 
GftAMT 
WANT 
GftAMT 
CftAMT

Tot»ll

70,000
135,940
330,000

, 
241, ft 7
135,000 
405,000 
110,000 

3,915,000 
UI.215 
130,000 
702, OU 
418,460

1*1,220

10,447,17)
19,000

274,000
300,000

42,274,

340,000 
1,421,510 

4f4,591 
340,000 
340,000 
340,000

3,95t,191

1,420,000 
300,000 
249,544 
Iff, 000 
729,000 
244,000

1,220,000 
340,000 
70f,0f2

5,424,492
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USAIO FUNDED PROJECTS (Continued)

STATUS PROJECT TITLE PTMANCIM6 ESTIMATED TOTAL COST

Total 71,459,478

'In addition, USAIO provldts assistance to Doalnlca 
through regional projects as follows:

Agricultural Research and Extension Project (AREP)

- Tropical Produce Support (TROPRO) project

• High Iipact Agricultural Marketing project (HIAHP) 
and Agriculture Venture Trust (AVT).
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PBOJEOTS TM DPMI PSAID-FUyPBD PpOJICTS). 1991

(i) Coffee Development Prolecjt Phase II

Status: on-going, started in 1987/88

Source of Funding: British Development Division (HDD)

Type of payment: Loan

Project Objectives:

2553b

to provide an additional 200 acres of 
high quality Arabic* coffee to expand 
the export base;

to increase farmer incomes;
;l

to create additional employment.
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Expected outcome:

opportunities.

1. self sufficiency;
2. regional ixport of processed coffia.

Expected complitlon/durallon: 4ytars(l99l/92

(ii) Option Arost Proltct 
v

Status:

Source of Funding: 

Type of payment: 

Projtct Objectives:

Expected outcome):

on-going, lo be complete In 1969/90 

British Development Division (600) 

loon

to Improvi access to presently lightly 
cultivated agricultural land with a vlaw to 
attabllsJilng cultivation of cof fit and to 
furthaf tftcouraga tht dm lopmtflt of othtr 
tret cropt In tht area; Include)* acctt) rood 
construction* coffia divtjopmtnt

1. talf sufflclancy;
2. rtglonal txport of procastad cof fit;
3. encourage diversification with a coffee 
basa.

Expected completion/duration; 5 yaan (1993/94)

(iii) Troolcjl Fruit & SolcarProltct

Status:

Source of Funding 

Type of payment: 

Project Objective

on-going 1967/66

British Development Division (BOO)

loan

To Htibllth 450 acrtt of troplecl fruit & 
on farnwi* landt around tht Itland;

te\2 .



w
Expecttd outcome:

D-V-S

(It 1966 - 90) with if ttr cart until tret* 
••m« Inlt k««rln|; ftr «ftfc«r»«m«flt tf 
agricultural production end ixport

1. iffactlvtly pinitrtti martits • frt sh 
end proctsstd;
2. sprtad itasont to optimist mtrfctts;
3. tnhanctd davtlopmanl of igroproctsilng.

Exptcted comptitlon/durttion: 1991

(ir) Inteoratfd Rural Dtveloomtnt Proltet (IRDP)

Status:

Sourct of Funding: 

Typt of p«ymtnt: 

Projtct Objtctlvtt:

Exptcttd outeomt:

on-going, 1986

IFAO; Govt of Dominica,

Lo«l;STA6CXL04fl

tl inertMt UM ntt eultlvittd trw A 
Improvi output tl tht ttcttr 19 Imioplng & 
mittlng ntwly ttttM ftmritidtf U» 
60CO iMd ttform Pro^tmmtTt lyMI 
thtlr productivity and Ineomt.

I. tnerttst in agrtcullurtl pradueUon; 
I land awnanhlp and mort iffacttva

landutlllMlloft;
3. (ftcrtattd wall baing of rural population; 
4 Infrttlnjcturi ta faclllUtt productleA.

Cxpacttd complttlofi/duratloft flvtytart

(v) (nteorattd Rtnarch a\ Micro Proltet fTKDU)

Status:

Sourct of f undlfto;

Projtct Objactlvat:

on-going. 1960/81 

Savanvnanj af Dominica

U tncrattt Ihf Importtnct if lalagnta* 
ntaareh/davttopmant actlvlUaa,



Cxpoctid outcomi:

agricultural ond llvoslock production to 
rtlnforet formort' orgonlsatlon ln!t!«tlvo 
to solvo iholr own probltmj.

dimonstralad potintlol of 8 microprojtct 
davalopment approach.

Cxpoctod complatlon/durotion: to bo ongoing.

(vi) Agricultural Training Ctntrt 

Status: 

Sourct of Funding:

Typo of paymont 

Projoct Otjoetfvoi:

Cxptctod outcome

on-going, constructor in 1906. optntd in
1966.
Govtrnmint of Dominica (optrotlona)
exptnstt) FTC (Initial construction of
building) n

rrc grwt.

to build o cwln for"lr«lnln^wtMiio« 
officortjamws ond itudtMi and for 
drninnjit rtsoircli m production tyitU 
Urough flntogrtttd Micro ttstorct^V 
ProJocL

M ostobllthtd ond ifflclintly optratlng 
trilnlng contrt omd of f tco

Cxptctod comptotloit/duritlon: to bo on-going.

(vii) Pilot Vaoa^ahto A gfeo 

Statut: 

Sourco of Funding:

Typo of peymtflt: 

Projoct OtjtcUm:

on-going, 1966/09

Covommont of Oomlnlca/ 
ROCTtchnlcalrilfjIon

to sot up tfflodil farm for rtstarch on and 
tht introduction of now vogotoolo cropo and
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Exptctid outcomt:

naw varlilfis of vegetoblss, demonstrating 
tht pottnllal of vtgetablt production en 
small slztd forms, ond studying dlvtrst 
cropping systim;
to study possibla ortos for itchnicol 
assistonci In Mowtr production;

1. incrtesad productivity on small farms,
2. provision of tachnologlca) packagas for
tronsfar.

Cxptcled compiition/duratton: to bt on-going.

Coconut Development Prelect Phast 11

Status:

Score* of Funding

Typt of ptymtnt 

Projtct Otjtctlvts:

Cxptclad outcomt:

ongoing 1967/80

CIOA (fundad tht projKt up till August 1990 
Govsrnmaflt of Dominica

firant . .^-
f

to ranaollllata tha lairga ix^wat al 
coconut acrtagtt lslnatfwld« In or^r to 
ravitallM tha Coconut Industry lo rasaarch 
naw vthatlis and Implamant coconut 
dliaasa control progrommat.

1. provision of copra for procasslng naads,
2. provision of nacsssary Infrastructure to 

facUltats production and drying,
3. Incraosad productivity and dlvarslf(cation 
4 incoma ganaratton from coconut 
production.

Expactid complsllon/duratlcn: lo oa on-going

,-A
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(ix) HelviMe Halt

Status:

Source of Funding: 

Type of payment 

Project Objectives:

Expected outcome:

velopment

on-going 1989/90

Caribbean Development Bank (COB)

loan

to facilitate Govt's land Reform Programme 
by assisting the development of newly 
settled lands for agricultural operations.

1. Increase in agricultural production
2. land ownership and more effective 

land utlll$ation...seltlemenl of epprox. 
100 farmers on 650 acres,

3. Increased well being of rural populations
4. Infrastructure to facilitate production.

Expected completion/duration: five years.

Status:

Source of Funding:

Type of payment:
i

Project Objectives:

on-going, 1990/91

1. FAO (for building construction, equipment, 
and Consultants)

2. Government of Oomlnice^pperatlonel
expenses) .

Grant

to co-ordinate and strengthen the work of 
the Extension Division to Improve 
communication linkages between extension 
and rural areas;
training for local and regional development 
communicators In the production and 
application of VIDCO In rural development

Expecttd outcome: I. enhanced performance of extension



worfcars;
I oattar trainad farmart In propar crap 

and animal husbandry.

Cxptctad complatlon/duratlon: on-going.

(xi) Rant Propagation and Distribution

Status:

Sourca of Funding: 

Typa.of Paymant: 

Pro J act Ob J tell vis:

Cxptctad outcomas:

on-going
t

Oovimmant

to Improva faclllllas for tha propagation 
of planting malarial; to provida fannars 
with adaquata quality planting matanal: 
•nd to assist in tha distribution of planting 
malarial to farnwt;

I. distribution and cultivation of • ranga of 
eropt;

£ Incnattd production af salactad crop*

Cxpactad convlation/durttioft to bt on-going.

(xii) Orchard Patt Hanaymtnt 

Statu*

SogrtaofFundlnf 

Typt of payjmafll' 

Pro j act Objactlvas:

Cxpoctad outeomo:

aargoing

British DavalopmaM Division (BOO)

Loan

rtsaarcft programfna almtd at improving lha 
yltldt of Julia maogoas; 
to idtntlfy and monitor Important pasta; 
ta datarmlna tuftaola malNxlt for raduclng 
major past probtama,

I. ra^uction In loasta In mango ylaids from
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Dominica Agricultural Sector • 
1992 Program Grant (538-0176)

ANNEX E

5C(1) - COUNTRY CHECKLIST

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 
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 United 
States unlawfully?

b. Positive 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 control, 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 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 suns of drug-related 
profits are laundered with the knowledge 
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 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 FAX 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 natter 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.S. cititens 
(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. Beiiure of D.8. Property (FAA 
Sec. 620(e)(l)): 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 Sees. 
620(a), 620(f), 620D; FY 1991 
Appropriations Act Sees. 512, 545): Is 
recipient country a Communist country? If 
so, 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

No

No
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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 (j)): 
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 
agreement with OPIC?

7. 8«isur« of U.S. Fishing V«ss«l* 
(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 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

Mo

No
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9. Military equipment (FAA Sec. 
620(s}}: If contemplated assistance is 
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 Bade 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 D.8. 
(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.H. Obligations (FAA Sec. 
620(u)): What is the payment status of 
the country's U.N. obligations? If 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. 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 national 
security or for humanitarian reasons?

Yes. See "Takinn into 
Consideration" memo.

No

Current, See "Taking into 
Consideration" memo"

No
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b. Airport Security (ISDCA of 
198 5 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. Nuclear Technology (FAA Sees. 
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 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 August 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 Meeting (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.K. on Sept. 25 and 28, 
1981, and did it fail to disassociate 
itself from the communique issued? If so, 
has the President taken it into account? 
(Reference may be made to the "Taking into 
Consideration" memo.)

No

No

No

See "Taking into 
Consideration" memo.
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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? 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. R«fuge« 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 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?

No

Yes, to the extent 
applicable.

No

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

N/A. This is an ESF 
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. Abortiona (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 
nethod of family planning, to motivate or 
coerce any person to practice abortions, 
to pay for the performance of involuntary

u
I- i
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sterilization as a /method of family 
planning, to coercti 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 
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

I/



Dominica Aariculatural Sector -- 
1992 Program Grant (533-0176)

5C(2) - ASSISTANCE 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 Economic 
Support Funds.

CROSS REFERENCE: 
DATE?

IS COUNTRY CHECKLIST UP TO

CRITERIA APPLICABLE TO BOTH DEVELOPMENT 
ASSISTANCE AND ECONOMIC SUPPORT FUNDS

1. Host Country Development Efforts 
(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.S. 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).

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 
opportunities in the 
agricultural sector.
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3. Congressional Notification

a. General requirement (FY 1991 
Appropriations Act Sees. 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 
welfare)?

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 regular 
notification procedures?

c. 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 wilj. 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 Flans 
(FAA Sec. 61l(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. 
6ll(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 withooj: 
objection on December - 1 * 
1991.

N/A

Yes,

N/A

N/A

•;//
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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) : If 
project is for water or water-related land 
resource construction, have benefits and 
costs been computed to the extent 
practicable in accordance with the 
principles, standards, and procedures 
established pursuant to the Water 
Resources Planning Act (42 U.S.C. 1962, et 
s_eg.)? (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 
nonpreject 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.I above

V?;vv



10. U.S. Frivat* Tr*d« (FAA Sec. 
601(b)): Information and conclusions on 
how project vill 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 Sees. 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.S.-Ovned Currency (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?

c. Separata 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 government, 
(b) entered into an agreement with that 
government providing the amount of local 
currencies to be generated and the terms 
and conditions under which the currencies 
so 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 
No U.S. owned foreign 
currencies will be utilized

N/A

Yes to (a), (b) & (c)

1 '*>
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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 Forssts (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 registration 
(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. Funding sources (FY 1991 
Appropriations Act, Title II, under 
heading "Private and Voluntary 
Organizations"): If 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 Agreement Docuaentation 
(State Authorization Sec. 139 (as 
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) .

N/A

N/A

N/A

These actions will be taken, 
to the extent applicable
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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 
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 visually 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?

17. Women in Development (FY 1991 
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 Multilateral 
Assistance. (FAA Sec. 209} : Is assistance 
more efficiently and effectively provided 
through regional or multilateral 
organizations? If so, why is assistance 
not so provided? Information and 
conclusions on whether assistance will 
encourage developing countries to 
cooperate in regional development 
programs.

N/A

N/A

No. This is a direct 
grant to Dominica for 
sector reform.
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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. Ill): 
Will assistance help develop cooperatives, 
especially by technical assistance, to 
assist rural and urban poor to help 
themselves toward a better life?

21. D.S.-ovned Foreign Currencies

a. Use of currencies (FAA Sees. 
612(b), 636(h); FY 1991 Appropriations Act 
Sees. 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. 6l2(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.S. 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?

N/A

N/A

N/A

N/A

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

d. Von-u.8. agricultural 
procurement (FAA 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 commodity financed could 
not reasonably be procured in U.S.)

e. Construction or engineering 
•ervicae (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 aasiitance 
(FAA Sec. 621 (a)): If technical 
assistance is financed, will such 
assistance be furnished by private 
enterprise on a contract basis to the 
fullest extent practicable? Will the

N/A

N/A

No

N/A. This 1s 'a non-project 
cash transfer nrant. See FY 
10P1 Annropr1at1ons Act, Sec. 
575(b)(2).'

N/A
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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.S. air carrier*
(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 
service is available?

i. Termination for convenience 
of D.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 service*
(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

N/A

N/A

N/A

N/A
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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 Selection N/A 
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. N/A 
601 (d)): If capital (e.g.. construction) 
project, will U.S. engineering and 
professional services be used?

b. Construction contract (FAA N/A 
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(X)): 
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.S. Audit Rights (FAA Sec. N/A 
301(d)): If fund is established solely by 
U.S. contributions and administered by an 
international organization, does 
Comptroller General have audit rights?

25. Communist Assistance (FAA Sec. Yes 
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. narcotics

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: (l) 
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 Reform 
(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?

N/A

N/A

Yes

Yes

Yes

Yes
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31. Military 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 (FY 
1991 Appropriations Act Sec. 505): Will 
assistance preclude use of financing to 
pay U.N. assessments, arrearages or dues?

33. Multilateral Organisation 
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 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?

Yes

Yes

Yes

Yes

Yes

No
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37. Xarin* 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 to 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 lav?

N/A

No

CRITERIA APPLICABLE TO DEVELOPMENT 
ASSISTANCE ONLY

1. Agricultural Exports (Bumper* 
Amendment) (FY 1991 Appropriations Act 
Sec. 521(b), as interpreted by conference 
report for 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 expected 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)

A 4)
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CRITERIA APPLICABLE TO ECONOMIC SUPPORT 
FUNDS ONLY

1. Economic and Political Stability 
(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 
funds made available for commodity import 
programs or other program assistance be 
used to generate local currencies? If so, 
will at least 50 percent of such local 
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).)

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. Separate account: Are all 
such cash payments to be maintained by the 
country in a separate account and not to 
be commingled with any other funds?

Yes.

No.

N/A

N/A. This is an FY 1992 
Obligation.

Yes. (This is a non-project 
cash transfer grant).
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b. Local currencies: Will all 
local currencies that nay be generated 
with funds provided as a cash transfer to 
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 terns 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. D.8. Government use of local 
currencies: Will all such local 
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

Yes

Yes
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