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DOMINICAN RJ3PUBLIC - COOPERATIVE BANK 

SUMMARY AND RECOMMENDATIONS 

June 14, 1968 

PURPOSE: The purpose of t h i s  loan i s  t o  strengthen Daninican 
cooperatives so tha t  they may continue t o  develop into an 
independent movement able t o  mobilize resources of the i r  members. 
By reducing existing dependence upon the GODR, the coop movement 
w i l l  then become a stronger private sector force. By providing 
assistance a t  both the Local and national Level, t h i s  loan w i l l  
improve the qual i ty  of cooperative ac t iv i t ies ,  build a strong federa- 
t ion  structure for national representation of a l l  cooperatives and 
provide for  the eventual creation of a privately-owned cooperative 
bank t o  enable the cooperative movement t o  establish i t s  financial 
independence from GODR support. 

2.  EORROWER: The Govermnent of the Daninican Republic (GODR) w i l l  be 
the borrower of the loan f'unds. DIECOOP ( Ins t i tu to  de Desarrollo y 
Credito ~ooperat ivo)  w i l l  be responsible for  carrying out the program 
descriSed ?in t h i s  paper. 

4. IDAN TERMS: The loan t o  the COUR wil l  be a t  the s tatutory minimun 
terms: repayment of principal within 40 years, with a 10-year grace 
period; Lnterest a t  2% during the grace period and 2 4 2 %  thereafter.  

5. BACKGROUND: The Dominican cooperative movement made i t s  f i r s t  
notable ?regress in 1963 when the GODR established an autonanous 
agency, IDECOOP, t o  administer Dminican cooperative ac t iv i t ies .  
The mandate granted U)M;rOOP was t o  pranote the growth of the 
cooperative movement, md t o  ac t  as the appropriate government 
Wency to  charter cmps. D u r i n g  the l a e t  four p a r s ,  with technical 
and financial assjstcinre From A I D  and the OODR, the cooperative 
movement has established one confederation, four federations, and 
numerous cooperatives in the f ie lds  of credit ,  agriculture, production, 
marketing, and housfng. However, a mJos e f fo f i  in cooperative pro- 
motion has been hsunpcred because of the lack of adequate resources 
for  training and prcadotional ac t iv i t ies ,  lac& of equipaent and lack 
of s d f i c i e n t  credi t  for use as  a t rab js lg  tool  t o  develop finmcial3y 
reeponsibbe cooperatives, Resource8 available t o  date have been can- 
pletely ir~adequate t o  meet the rapidly increasing demand for  produc- 
t ion credit .  
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Two loan proposals to assist the Dominican Republic cooperative sector 
were presented to the CAEC in one capital assistance paper in October, 
1967. One proposal was to have provided $1,865,000 to IDECOOP for 
technical assistance, equipment and a promotion credit fund for high 
risk loans to coops. The other proposed loan was to have provided 
$4,620,000 to serve as initial seed capital for a proposed coop bank. 

The CAEC considered these proposals as IRRs in October, 1967 and granted 
approval to the USAID for undertaking intensive review. The minutes of 
the CAEC meeting note eight points for fuller treatment in the capital 
assistance paper. Many of the points are treated directly or indirectly 
in the body of this paper (#3 justification of amount, 84 definition 
of technical assistance to be provided, and 15 indication of prospective 
borrowers). Points Nos. 2 hnd 8 are discussed in Issue A, Why A 
Development Loan with a Large Local Currency Component and Points Nos. 1, 
6 and 7 are discussed in Issue B, Relationship to Other A g  Lending. 

Additional analysis provoked by diecussions at the CAEC caused the 
project committee and IDECOOP officials to decide not to attempt the 
creation of a coop bank until such time as the coop movement has 
accumulated sufficient savings to capitalize the bank independently 
and thus avoid governmental ownership. Intensive review has revealed 
that one of the principal benefits to be derived from a coop bank would 
be this bank's autonomy from direct GODR control. We are joined in 
agreement by IDECOOP officials that the institutional autonomy of an 
independent coop bank is the sine gua non for its successful operation. 

The present proposal has thus been structured in a form to allow 
IDECOOP to increase its resources to meet existing credit and training 
needs for deserving coops. At the same time the financial plan 
provides for the subseqaent possible assignment of a portion of the 
C T  .it fnnds to a coop bank on terms and conditions satisfactory to 
A .  Tiid monies for cooperative ownership of the future bank will 
be accumulated under existing capitalization requirements of the 
cooperative Federations' bylaws as discussed on page 16. 

PROJECT DESCRIPTION: The project aims to assist several interrelated 6 .  -.-- 
prcgr.ns ,:o develop an independent cooperative movement in the 
Y.>minican Republic. The loan will make funds available for financing 
a G L ~ Y  cooperative promotion and training program. It will also 
proviEe for a credit fund to augment present financing programs to 
meet the loan requirements of the agricultural cooperatives. Both of 
these programs are to be administered by IDECOOP. When and if the 
CL wr~tive movement can raise a minimum of RDS250,OOO as paid-in 
capital for a coop bank, IDECOOP will assign to the new bank at least 
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R D $ ~  mif'lion pesos for  credi t  purposes. Such a bank wiU have t o  be 
organized in  a form acceptable t o  AID. U n t i l  t ha t  t b e  IDECOOP would 
administer the ent i re  proceeds of t h i s  proposed loan by continuing 
i t s  credi t  program described in t h i s  paper. 

The RD$~, 440,000 contribution of the GODR w i l l  cover the operating 
expenses of IDECOOP during the f i r s t  two years of t h i s  Project. This 
represents an increase of ~ ~ $ 8 4 0 , 0 0 0  over the 1967 budget level  of 
~ ~ $ 3 0 0 , 0 0 0  per year. Since the main intent  of t h i s  loan is  t o  reduce 
the required participation of the government i n  promoting and -ding 
cooperative ac t iv i t ies ,  the  financial plan specif ical ly does not 
include planned increases for  I D m P  in the OODR budget in l a t e r  
yeare. 

The A I D  loan t o  the CODR w i l l  provide flrnds for  (a)  a credi t  fMd 
to p r o ~ d e  the necessary marketing and production financing, primarily 
fo r  agricultural cooperatives, (b) training cooperative organizers, 
Leaders and members and the necessary training materials, (c)  scholar- 
ships for  cooperative managers and other cooperative leaders, and (d) 
equipnent, including audio-visual equipment and l ibrary  materials 

The financial plan for  t h i s  project, including AID and DR funde and 
the estimated s p l i t  of A D  f b d s  between dol la r  procurement and loca l  
currency financing, i s  sumnarized aa follows: (in thousands of US$ 
and 3.Dg). 

A I D  WAN 

2%- aODR TO TAL 
Technical Assistance 400,O - - 400.0 
E~ulpnent 29.0 15.5 - 44.5 
Training ( ~ o c a l )  - 183.5 - 183.5 
Scholarships 22 .O - - 22 .O 
Credit - 4,025~0 - 4,025.0 
Operational Expenses - - 1,440.0 1,440.0 

7. ALTER??ATIVE SOLWES OF FINIUBCIYG: The IDB and IBRD indicated on 
and respectively, 

tha t  they are not interested in t h i s  project. The ExImBank determined 
5hat it was not interested i n  t h i s  project on 

8 VfEW OF TIIE COUBTRY TEAM: The Country Teem considers t h i s  project t o  
be of high p i i o r i t y  as an integral  part of the Country Assistance 
Strategy by promoting private sector growth through agricultural 
proi?uction cooperatives reinforcing the ef for t s  t o  increase agricul- 
t u r a l  production on a selective basis, and giving effect  t o  the provi- 
sions of T i t l e  ;X of the United States Foreign Assistance Act, as 
amended. 
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9. STATUTORY CRITERIA: All statutory criteria have been met. 

10. ISSUES: 

A.  Why a Development Loan with a Large Local Currency Component 

Since 1965 the Mission has simultaneously carried out programs 
originating from supporting assistance, PL 480 or development loan 
resources. An examination of the Mission's program since 1965 
reveals that this trend has in fact occurred. 

With various sources of funding available, we have gradually 
evolved certain principles for determining whether a program should 
be financed out of supporting assistance or development loan funds. 
The major factor for the Mission has been the maturity and readiness 
of the institution to accept DL requirements. Previous performance 
under SA programs has been a starting point for our analysis. For 
example, in M 67 we felt that the community development program 
had reached sufficient maturity for its funding to be transferred 
to a development loan. We now have reached the same conclusion for 
IDECOOP. IDECOOP and the cooperative movement have received substan- 
tial SA monies over the last two years and we believe that IDECOOP 
now has the institutional strength to comply fully with development 
lending standards. We also believe that through the detailed 
monitoring provided by the Mission under a development loan, 
IDECOOP and the cooperative movement will be better able to reach 
the desired goal of maximizing participation by the private sector. 

Another importanz reason for transferring this program to a 
development loan is that we will be able to provide more meaningful 
*-c5nical assista~ce to the cooperative movement through loan funded 

-p., " '-fans then wonlr! be possible under our reduced development 
grant levels. During FY 68 our grant funds were adequate to provide 
gnly two coop technicians. Given the inexperience of many coop 
71embers acc? their lack of exposure to modern agricultural technology 
.. .. ., r credft, we believe that a prograin of rhe magnitude contemplated 
,V thfs loan can only be realized wirh a significant input of 
txhnical assistance. As a result of this conclusion, the present 
loan proposal provides for six coop specialists, incorporating those 
cws who are presently grant-funded and providing for four additional 
tec%nicians. A description of the technical assistance required to 
carry out this program successfully is provided in Section I11 of 
this paper. 

We believe that the coop program Ls of highest priority. Given 
the orientation of cooperatives towards agriculture, strengthening 
them will serve to increase agrlcultural production, the Mission's 
Number 1 priority. The effect of a vigorous coop movement on 
agricultural production is described in Section IV 
of this paper. T ~ I  addition to its impact on 

BEST AVAILABLE COPY 
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agriculture, we believe tha t  the proposed program has significant 
T i t l e  M benefits. By bringing Dominican campesinos, whose 
participation in the econany i s  presently marginal, into an active, 
vigorous movement where they w i l l  derive econanic and social  benefits, 
we believe tha t  the USAID i s  furthering "maximMI participation in 
the task of econanic developent on the part  of the people of the 
developing countries ." (T i t l e  IX) 

A cooperative program with a high cmponent of agricul tural  
credi t  i s  by i t s  very nature one tha t  requires the use of loca l  
currency funds. To carry out such a program there i s  no al ternat ive 
but t o  u t i l i z e  loca l  currency. 

I n  our FY 68 Program Memorandum we did not expect tha t  the 
combined SA-PL 480 package would take care of all of our loca l  
currency needs; we asswned a high level  ($48 U i o n )  of develop- 
ment lending which would cover loca l  and dol lar  costs of specific 
projects. The avai labi l i ty  of the use of existing loca l  currency 
has in fac t  diminished since we have obligated $7 million of 
supporting assistance pesos for  the U.S. Government's contribution 
t o  the Tavera Dam. It was originc%Sly contemplated by the Mission 
tha t  our contribution t o  Tavera would be in  the form of a 
dcvelopaent loan. As a resul t  sf the u t i l iza t ion  of these pesos 
for  Tavera, the mount of local  currency a t  our disposal for  high 
pr ior i ty  programs has been substantially reduced. We are, therefore, 
ob3-iged t o  look t o  DL i h d s  for  projects meeting developnent lending 
c r ib te r i~  regardless of the i r  loca l  currency component. 

B. Relationship t o  Other Ag Lend- 

The case for  the need for  ag production credi t  i s  stated in 
Section V of t h i s  paper and it self-evident. The question of the 
mechanism for providing tha t  credi t  i s  much more complex. 

In  the Dminican Repu5lic agricultural credi t  for  food crops, 
fo r  most livestmck tad t u  a12 farmers other than the largest  
and best establis;?ed i s  proviried ei ther  by the Ag Bank or  
IDECOOP, w i t h  t he  l a t t e r  b e i ~ g  muck newer and providing only a 
Traction olC the credi t  handle1 by ",he A& Bank. The combined ag 
lcnihg of the private c m ~ e r c i & l  banks does not equal the volune 
of the Ag B a ~ k  which made npp?oximately $22 million of new loans in  
1967. A substmiti HL portiokn ea the eammercial bank ag credi t  goes 
t o  private s -qar  interes2.s .md to the  tobacco industry. A m a l l  
amount, not over 10$ o r  the tomb, goes for  c a t t l e  loans (usually 
medim tenn) md the sest  goes to cof9ee, tobacco and cacao, often 
t o  dealers o r  to  credi t  middlemen who relend the money t o  the 
actual growers. The ag programs of the two US banks (chase and 
F i r s t  ~ a t i c n a l )  are very mall and are concentrated in a few 
large commercial operations. The largest  private bank, the Royal 
Bank of Canada, has a t o t a l  of  P1 , (3@3,0  pesos in ag credit ,  



more than all others canbined, end yet it doe8 virtunUy no len- 
for food crops and has no program reaching the 6mlI.e~ fanner, 

As described in section V of t h i s  psper, the vast maJority of 
Danlnican farmers are mini-fanners and their total nunber i s  ruch 
that  attempting t o  reach them with indivldualbans i s  clearly 
impossible. Only through a pooling of credit needs by means of a 
cooperative can the mall. farmer be given access t o  an efficient 
lendiug program. To date, the Ag Bank has not responded t o  co-op 
needs as it has made only one loan t o  a co-op. IDECOOP has 
already a loan portfolio in excess of RD$1 million. The results  
of th i s  credit progreun and i t s  flrture potential are described in 
Sections I1 and V of th i s  paper. 

A s  explained in Section I1 Bac \nrd the creation of a coop +=- bank has been deferred. One of he essential attributes of such a 
bank i s  that it be privately awned by the cooperative movement. If 
a coop bank were to be formed a t  th is  t b e  the OODR, through 
IDIEOOP, would necessarily have to  becane the dcminant stockbolder 
because the Daninican Republic coop movement is just baglnning t o  
accumulate capital. 

Assuning that  a coop bank is not a present possibility, and 
assuning that  IDEOOP will continue t o  be the coop promotion 
agency, there are three dist inct  courses of action that could be 
followed t o  provide credit to agricultural coops. One i s  the 
creation of a coop unit within the Ag Bank and to  ass is t  it with 
both technical assistance and credit f'unds; the second alternative 
i s  to deal only with U)M=OOP and t o  increase i t s  lending resources 
so as to  permit a more adequate response t o  the credit need; the 
-3lrd would be to continue t o  develop and expand IDECOOP while 
preparing the coop movement for the h t u r e  establishment of a coop 
bank. 

The attempt to finance coop credit through the Ag Bank, 
appears to have the advantage of offering a ready made banking 
rystem through which coop needs could be handled quickly with only 
minor readjustments in Ag Bank practices. However, th i s  
a w e n t  advantage i s  nullified by several disadvantages. The Ag 
Badlr, as i s  %el l  known, has been trying t o  deal. vi th many major 
inefficiencies in i t s  operation. It is only in the past few month8 
that  steps have been taken resulting in a more efficient operation, 
T1.2 increase in efficiency ha8 had a favorable effect upon the 
disbursements under the AID 9.5 million loan to the A g  Bank. As 
cf 3eceaber 31, 1967, $2,157,000 had been disbursed under the A I D  
loan. An additional $1,500,000 has been disbursed as of the end 
of ~ p r i l ,  1968 with an additional request pending in M y  for 
$732,000. The marked increase in the disbursanent rate since 
December with the prospects of continuing drawdawns a t  approximately 
~~$350,000 per month causes the Mission t o  believe that any 
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diversion of the  AID loan t o  cooperative sector would remove funds 
fran areas where they are presently needed, and being util ized. 

Moreover, it would be counterproductive to introduce the respon- 
s i b i l i t y  for a new credit  f'unction on an organization tha t  has 
experienced administrative d i f f i cu l t i e s  and i s  only beginning t o  
rationalize i t s  operation. 

The chain of branch offices available t o  the Ag Bank doer not 
provide as  significant an advantage as it might oeem due t o  the 
type of lending and technical assistance input t h a t  i s  required. 
The major responsibili ty for  the prcanotion and control of c redi t s  
w i l l  have t o  be carried out by IDECOOP prcanotors. Due to the rela- 
t i v e  inexperience with use of credi t  by the  cooperatives, the 
coop c l ien ts  w i l l ,  of neceesity, be accorded individual treatment 
by a coop promotor for  purposes of coop organization, coop planning, 
and credi t  evaluatj.on. This kind of assistance i s  simply beyond 
the scope of the Ag Bank capabili t ies.  Finally because of the 
four basic advantages of a cooperative bank specified below tha t  
could never be fh l f i l l ed  by the Ag Bank, the  Mission feels  tha t  it 
would be undesirable t o  close off t h i s  possibi l i ty  by limiting 
the coops t o  deal exclusively through the Ag Bank. 

Increasing IDECOOPts credi t  resources without developing an 
ins t i tu t ional  alternative has the major disadvantage of reinforcing 
the  cooperative movement's dependence on the government for  i t s  
leadership and financing. 

A Dcsninican Coop Bank has been under consideration br 
approximately %wo years. It is one of the goals of IDECOOP and has 
received the endorsement of President Balaguer. It could play a 
significant role i n  the econanic develo-pnent of the Daninican 
Republic and also has certain important T i t l e  M consequences. 
The Mission fee ls  tha t  the following four factors are part icular ly 
persuasive and has chosen t o  recommend al ternate  three on t h i s  
basis : 

A cooperative bank provides a vehicle for  the capitalization 
of the cooperative movement and a means of distributing t h i s  
capi ta l  in a manner tha t  i s  responsive t o  the needs of the 
cooperatives throughout the country. Without t h i s  inst i tut ion,  
the cooperatives could s t i l l  capitalize individually but there 
muld be no mechanism t o  allow for  the distribution of resources 
between cooperatives t o  maximize the u t i l iza t ion  of the i r  funde. 
As shown in the table  on pagel6of t h i s  paper, the capitalization 
capabiiity &the  cooperatives will be quite sizeable when levels 
of credit  presently needed for e f f ic ient  production are provided. 
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i i )  A coop bank would provide a source of credi t  which i s  not con- 
t ro l led  by the government. The structure of a cooperative bank, 
with democratic representation of a l l  member cooperatives 
throughout the country, forces people froan other parts  of the 
society, outside the government, t o  take par t  in the decisions 
for  achievbg economic developuent. The very nature of t h i s  
process w i l l  i n s t i l l  in the cooperative members the s k i l l s  
required fo r  participation i n  a democratic society. Since 
cooperative members are  generally drawn for  the lower classes, 
the inst i tut ion would give them the capabili ty of deciding how 
to deal Kith t h e i r  own developuental requirements and removes 
the  absolute dependence upon governmental policy for resolving 
these issues. 

i i i )  Such an ins t i tu t ion  furnishes the mean8 f a r  developnent to deal 
with the problems of all types of cooperatives. No ins t i tu t ion  
presently exis t s  to meet t h i s  need. This ins t i tu t ion  would 
allocate credi t  in such a manner tha t  i f ,  for  example, financing 
t o  consumer cooperatives was necessary in order t o  e f f ic ient ly  
market the output of the agricultural cooperatives, such financ- 
ing would be available. Credit unions and production coopera- 
t ives  should also be able t o  capi tal ize i n  a cooperative bank 
and have t h i s  vehicle available t o  meet t h e i r  needs. 

iv) A coop bank would provide a structure for  the developnent of 
leadership a t  the national level. A t  present, there are rela- 
t ive ly  few means by which ci t izens can both voice the i r  needs 
a t  a sufficient leve l  to  a t t r a c t  meaningful attention and t o  
develop individually f r o m  involvement in a part icular  conrmunity 
t o  a regional or  national ins t i tu t ion  in  representation of lower 
c l a s ~  interests.  The cooperative bank, along with a lstrong 
confederation-federation structure a t  the national level, 
wnuld provide a sol id front fo r  representation of cooperative 
interests  in an independent manner and by t h e i r  own people. 

El. RECOMMENDATIONS: Authorization of a loan to the Government of the 
Dominican Republic of up to four million s ix  hundred seventy-five 
thousand doPlars ($4,675,000) under the following terms and 
conditions: 

a. Repayment within 40 years from the date of the first disbursement 
including a grace period of 10 years. 

b. In teres t  a t  2% during the grace period and 2-1/2& thereafter.  

c. Repayment of principal and interest  sha l l  be made in  US dollars. 



Conditions : 

a. Equipent materials and services (except shipping end marlne 
insurancej financed under the  loan shalJ. have t h e i r  origin in 
and be procured fran the United States or the Danlnican Republic. 
Shipping financed hereunder sha l l  be procured frau the United 
States and marine insurance financed hereunder sha l l  be placed 
i n  the United States with a company authorized to do marine 
insurance business i n  any s t a t e  of the United States. 

b, United States dol lars  u t i l ized  under the loan t o  finance loca l  
currency costs sha l l  be made available t o  Borrower o r  i ts  designee 
through Special Letters of Credit and sha l l  be used only fo r  
procurement in the United States. 

c. Policies and standards in a form sat isfactory t o  USAID sha l l  be 
eskablished which IDECOOP w i l l  use i n  making sub-loans from the 
credi t  fund. 

d. Evidence sha l l  be submitted t o  WID showing t h a t  the credi t  fund 
lending policies w i l l .  be i n  keeping with GODR crop pr ior i t ies .  

e. Prior  t o  the f i r s t  disbursement, evidence sha l l  be submitted to 
U S I D  t ha t  the technical assistance for  IDECOOP and the coopera- 
t i v e  movement has been arranged and w i l l  arr ive within a 
reasonable period of time. 

f. GODR sha l l  provide a t  l e a s t  ~~$720,000,  annually, for the 
operational expenses of IDECOOP. 

g, Such other terns and conditions as USAID may deem advisable, 

Chainnan : R e  P, Genock, USAID A s s t .  Capital Developnent 
0 f f i ce r  

Econcaaist : R e  Van Leeuven, USAID/DR swxner intern 
Programmer : N. Demos, USAID 
Cooperative Advisors : C,  Baker 

J. de Pool 
) 
1 

J, Dologaray ) on AD) contract 
L, Soto Rivera ) 

Drafting 0 f f icers  : R e  P. ~ e n o c k / ~ .  P. RU~Y/A.  R ,  ~ a s d a n /  
C. L. Crowder, USAID/DR 
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SECTION I - BORROWER June 4, 1968 

The borrower will be the Government of the Dominican Republic 
acting through IDECOOP, who will implement the program. IDECOOP 
(Instituto de Desarrollo y Credito Cooperative) is a Dominican 
Government institution, established in 1963 (Law No. 31, October 25, 
1963) to promote the development of cooperatives. Through its core 
of prmotores, technical assistance, courses in education and training, 
and operating out of regional offices which cover the entire Dominican 
Republic, IDECOOP seeks to provide financial and technical support to 
existing cooperatives and groups in the process of becoming cooperatives. 
Besides its financial and technical support roles, IDECOOP is the only 
GODR institution which can issue cooperative incorporation charters. 
IDECOOP activities are supervised by a board of directors representing 
the principal GODR agencies concerned with the cooperative sector. 
(Exhibit 1 is an organization chart of IDECOOP). In this way IDECOOP 
maintains direct channels of comaunication with the cooperative sector 
it assists. IDECOOP is presently advised by two AID-financed Puerto 
Rican advisors in general operations and banking and in agriculture. 
In addition, IDECOOP needs technical assistance in long-term pro- 
gramming and planning and additional inputs, including credit, to 
carry on its promotion activities. 

To administer the AID development loan for cooperative promotion 
and credit, IDECOOP plans to expand its staff, hiring additional 
promotors, technical and financial personnel. In addition, IDECOOP 
will, with the assistance of technical consultants, undertake a review 
of its own internal operations to correct and to improve proceduree 
which may become obstacles to the smooth operation of an expanding 
promotion program. The loan agreement will contain a clause requiring 
IDECOOP to submit a copy of any outaide study or report concerning its 
internal organization and to advise the USAID of any procedures or 
steps it plans to take to implement any recommendations contained 
in such a report. 

The USAID feels that IDECOOP has demonstrated an increasing capacity 
to both stimulate cooperative development and to administer a credit 
program. As more fully explained in the body of this paper, the USAID 
feels that IDECOOP can administer all aspects of the promotion program 
to be financed with the AID loan. Newly trained credit department 
personnel will assist a core of experienced IDECOOP credit employees 
(see Exhibit 2). The AID-financed cooperative credit specialist will 
provide continuous assistance and help to the credit department. 
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SECTION TI BACKGROUND AND ACTIVITIES TO DATE 

The cooperative movement in the Dominican Republic originated 
in 1946 under the sponsorship of the Catholic Church. It acquired 
legal status and grew rapidly during the 1950's, eepecially in the 
field of credit unions.* In 1959 the professed democratic principle8 
of the cooperative movement clashed with the represeive policies of 
the Trujillo dictatorship. From then until 1962, the Dominican 
cooperative movement was unable to function. 

USAID first provided aseietance to the Dominican cooperative 
movement at the time of its rebirth and the Miesion's re-eetabliehment 
in the country in FY 1962. (Table 1 is a sunnnary of GODR and US financial 
assistance to cooperatives from CY 1963 - CY 1967. A more detailed 
list will be found in Exhibit 3). These initial efforts to set into 
motion a cooperative assistance program in late 1962 and 1963 were 
partially frustrated by the overthrow of the Bosch government in 
the latter year and the subsequent administrative disorganization. 

Table 1 

Summary GODR and US Financial 
Assistance to Cooperatives CYs 1962 - 1967 

Year m 0 0 0 )  - Total ** 

Total 1.388 1.715 3.103 

* 
By 1958 there were 77 cooperatives in existence. 

** RD$1 = $1 
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In M 1962 $20,000 was obligated for assistance to credit unions 
through the Ministry of Labor, and an additional $1,000 later in the 
year for a visit by a CUNA* representative. A total of RI)$230,000 
under the 1962 $25 million credit was earmarked and expended for co- 
operative development - KD$70,000 for agricultural equipment in 
support of agricultural production cooperatives and RD$P60,000 for 
loans to cooperatives.** 

In FY 1963, $113,000 in technical assistance fu.nds were provided 
for a comprehensive contract with the Cooperative Development 
Administration of the Commonwealth of Puerto Rico. This project 
agreement provided for Puerto Rican technical assistance to the 
Dominican cooperative movement and for the training of 80 Dominicans 
in techniques of cooperative organization and management. The Ministry 
of Agriculture agreed to establish a separate Department of Cooperatives 
(later to become IDECOOP) with a core of 35 technicians and administrators 
and a fixed annual budget. As a result of the overthrow of the Bosch 
government and the withdrawal of the AID Mission from the Dominican 
Republic, only $39,000 of these FY 1963 funds were used, and the 
project agreement was only partially carried out. 

In FY 1965, Task Order No. 1 under the Commonwealth of Puerto 
Rico contract, in the amount of $65,000, was signed to engage the 
services of two technicians in cooperative credit and agriculture 
organization, who were given the task of helping to coordinate and 
strengthen a cooperative movement that was fragmented, faction-ridden, 
and most of whose 120 member cooperatives were poorly managed. & 
previously mentio- such technicians will be financed for an 
additional two vea,rs under the AID loan to the GODR). 

With the growing strength of the Dominican cooperative movement, 
and a competent new director at the helm of IDECOOP, USAID and the GODR 
earmarked RD$500,000 of FY 1967 Supporting Assistance funds (the $40 
million investment program) for cooperative development. The RD$500,000 
was allocated in the following way: RD$330,000 for a general revolving 
loan fund, RDS115,OOO for cooperative organization and training, RD$45,000 
for vehicles, ~ n d  RD$10,000 for miscellaneoue expenditures. 

fi Credit Union National Association 

** No figures are available for the recovery rate on loans made 
from this RD$160,000, because most of the money was loaned out 
for medium-term facilities loans and will become due during 1968. 



Under the general revolving loan fund, sub-loans of approxinatelv 
RD$500,000 had been made by the end of October, 1907. (RD$330,000 
was fullv disbursed to I9ECOOP in January 1967). From the end of 
October to January nost oE the funds remained tied into crop loans 
and thus by the end of January, there had been an increase of only 
$7,000 in loans approved. Since cooperatives made tentative requests 
for funds during this latter period, it apvears to he clear that the 
credit department could have moved more funds under this program than 
were available. (No peso figure is available for this difference 
since cooperatives were told that ITIKCOOP had no additional funds 
and thus no formal requests were made). As of 31 January 1968, the 
accounts receivable due more than 60 days amounted to 8:: of the total 
revolving fund portfolio. (See Exhibit 4). The percentage is quite 
low because IDECOOP refi.nanced two major loans to be payable in the 
latter half of 196:). The loans that were refinanced represented 
approxinatelv 40Y of tl~e total loans pendin: under the gcneral revolving 
credit fund. At the time of refinancing, these loans were from 60-90 
days overdue. which underlines the 11i::h risk nature of present loans to 
coonerati.ves. !!owever, it also i.nd:i.catcs the extent of monitoring of 
loans by 1I)ECOQI' to meet refinancing requirements when necessitated by 
operational necds. In both instances, the loans were not paid back to 
1.3TCOOP because of a fear that, due to the lack of capital in the 
revolving fund, additional credit when needed would not be available 
for the new crop cvcle. 

Approximately one-third of the general revolving loan funds have 
been loaned to an intermediate credit institution, the Dominican 
Institute of Agrarian Services (IDSA), a private organization promo tin^ 
agricultural production and marketins cooneratives. This organization 
is now bein2 dissolved and all of its functions passed to the recently 
incorporated Federation of Agricultural Cooperatives. This transition 
involves a process of legalizing those 49 cooperatives not already 
incorporated and consolidation of these cooperatives in the same geo- 
r,rapilic repion to attain sonc economies of scale in the overall opera- 
tion. 

'.tost of the remaining credit !ias heen allocated to short-term - 
q@-180 days - crop loans for nroduction credit (fertilizer, insecticide, 
land 3reparation, etc.) for rice, tobacco, coffee, and cacao cooperative 
~roducers. Loans to cooperative federations for relendjno to individual 
cooqc'ratives rire made at 5' Der annum. 
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The rest of the financial support provided in the RD$500,000 
was instrumental in enabling IDECOOP to provide training in adminis- 
tration, regional courses for cooperative directors, and seminars 
benefiting 1,165 cooperative leaders in FY 1967. In addition, it 
allowed 17 officials of the cooperative movement to attend short 
courses in cooperative organization and management both in the 
Dominican Republic and abroad. 

Three additional revolving loan funds have been established under 
the $40 million investment program to promote individual crops through 
cooperative organizations. RD$330,000 of supporting assistance funds 
have been set aside for a revolving credit fund to assist coffee 
growers' cooperatives in the southwestern part of the country, which 
was devastated by Hurricane Inez. IDECOOP has assigned three super- 
visors and 12 promotors from its regular staff to assist the coffee 
cooperatives and to supervise the credit program. A similar fund has 
been established for the rehabilitation of plantain farms in the 
Southwest in the amount of RDS185,334. Under the coffee fund, 
RD$232,350 has been disbursed in subloans and under plantains, 
RD$173,300. In both instances, these are for 203 year rehabilitation 
loans. A third revolving loan fund for cooperatives of cacao producers 
has been set up in the amount of RD$100,000 and it is expected that 
RD$70,000 will be disbursed in the latter part of May, 1968. 

The experience gained from the management of the various funds 
by the credit department of IDECOOP will certainly be applicable 
to the supervision of the funds made available under this loan. 
when all of the various sources of funds are included together, this 
department had approved RD$1,321,370 in loans up through 31 December 1967 
and had a total portfolio outstanding of approximately RD$1,000,000. 
Given the results of the general revolving fund, it appears clear 
that these funds are being reasonably well managed. During the 
preliminary studies and the intensive review of this development 
loan for cooperatives, USAID considered the advisability of creating 
and funding a cooperative bank to meet the financial requirements 
of the coo?eratives. Such a proposal had been recomended by various 
consultants during 1966 and 1967. This possibility was removed from 
present consideration because of two major factors. First, analysis 
indicated that, at the present time, the capital structure and management 
of the individual cooperatives was such that very few low risk loans 
could be made. Thus, the conclusion was made to opt for a softer 
loan directly to the GODR to continue promotional lending to bring 
the cooperatives up to the level where they would qualify for in- 
stitutional credit. Secondly, the accumulated capital of the DR 
cooperative movement as a whole is insufficient to provide the 
necessary share capital to create an independent cooperative bank. 
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In addition to the financial support which IDECOOP has supplied 
to the cooperatives, this institution is primarily responsible for 
the growth of the cooperative movement that has taken place since 
its creation. In 1963, there was a total of 38 cooperatives. At 
the end of 1967, there was a total of 433 cooperatives. In addition, 
one confederation and four federations had been formed to provide 
private sector national representation for the cooperative movement. 
The training courses that include not only cooperative instruction 
but also deal with the importance of community involvement have 
helped to form many conrmunity leaders. Exhibit 8 is a partial 
listing of persons who have attended IDECOOP courses and have gone 
on to activities not only at the cooperative level but also at the 
community and national level. In overall terms, the achievements of 
IDECOOP, though hindered by minimal financial resources, have provided 
a substantial base for the cooperative movement. 

The advisability of a new coop bank has been discussed extensively 
with IDECOOP officials during recent weeks and agreement reached on the 
course of action recommended herein. (See Section IV) 
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SECTION 111 - PROJECT DESCRIPTION 
Although IDECOOP's efforts to form cooperatives have been 

relatively successful, major effort is still required to improve 
the quality of the present cooperatives and to form additional 
cooperatives among the lese privileged groups primarily in rural 
areas. As of December 31, 1967, there were 234 incorporated 
cooperatives and credit unions, and 207 unincorporated cooperatives 
and credit unions. IDECOOP and USAID estimate that this represents 
a mere fraction of the coop potential. Over seventy per cent of 
the population of the Dominican Republic lives in rural areas, mostly 
occupied in agricultural activities. The GODR through IDECOOP has 
requested financial assistance to fund educational training programs 
and scholarships, equipment and materials purchases, and a credit 
fund to meet the present requirements of the cooperatives (primarily 
agricultural) for financing of the costs of production. When the 
necessary prerequisites for a cooperative bank have been filled, 
the project would allow for the transfer of at least RD$2,000,000 
of the credit fund to become part of the lending base of this 
institution. In addition, IDECOOP has requested funds for technical 
assistance to cooperatives in certain key areas: planning and pro- 
graming, marketing, consumer cooperatives, and credit unions. Both 
the USAID and IDECOOP consider that an expanded technical assistance 
program focused on cooperative programing and planning, together 
with specialized assistance in problem areas, will make IDECOOP's 
promotion efforts more effective. It is also necessary to insure 
that the private sector of the cooperative movement, represented 
by a confederation and four federations, is strengthened so that 
the cooperative movement will not be dependent so completely on 
a government institution for the perpetuation and betterment of 
the movement as a whole, Thus, the technical assistance to the 
various types of cooperatives would be directed through the 
confederation-federation-cooperative structure to build the 
requisite expertise at each level to insure a etrong private 
sector, A significant improvement in the quality of the present 
cooperatives and expansion in the number of new cooperatives 
depends almost entirely on the success of IDECOOP's program. 

A. Traininn and Scholarships - ($250,000) 
IDECOOP estimates that training courses for about 4,000 

people per year and materials for promotors and cooperatives' 
directore, and treasurers, as well ae for cooperative members and 
voluntary cooperative leaders, will cost RD$88,730 in the first year 
and RD$76,730 in the second year covered under this project. (Exhibit 5 
contains a list of the education and training courees which IDECOOP 
wishes to finance). To provide the materials, equipment, and a library 
for the promotors as aids in achieving meaningful communication in the 
claesroom, IDECOOP has requested a total of $44,540 for both yeare. (See 
Exhibit 6 for a specific liet). Also, $18,000 has been requested to finance 
the costs for two years for educational radio programs on cooperatives. 



In addition t o  the training courses offered, U>MX)OP has requested 
$22,000 for  two years t o  provide scholarships t o  pmnotores and cooperative 
managera for on-the-job training primarily with cooperatives in Puerto 
Rico. These programs w i l l  be for training with agricultural and super- 
market cooperatives. Both USAID and IDMXX>P consider tha t  t h i s  input in 
training and specialization w i U  greatly a ss i s t  in  raising the level  of 
key cooperative management and IDECOOP staff to provide the strengths 
necessary for  self-sufficiency of trained personnel within the cooperative 
movement In the Daninican Republic. 

B. C r e d i t  Fund - ($4,024,000). One of the most 4Jwortant toole for  
building strong, independent cooperatives is the use of credit. IDMX)OP 
has requested tha t  it receive additional monies for the expausion of i ts  
credi t  fund both t o  meet the present financing requirements of agricul- 
tu ra l  cooperatives (see Table 3) and t o  Improve the managerial and finm- 
c i a l  quality of these cooperatives t o  the point where they can qualify 
f o r  Credit from banking institutions. It i s  urpected tha t  a s  cooperatives 
qualify for  credi t  fran other sources, the funds released thereby would 
be applied to new agricultural cooperatives and other production-type 
cooperative programs, i.e., industr ial  cooperatives, credi t  union 
agricul tural  lending programs, etc. The loan agreement w i l l  contain a 
covenant s tat ing that  the A I D  loan funds can only be used for  cooperative 
production projects, 

In order t o  give IDECOOP sufficient additional capi tal  for  i t s  credi t  
program, the loan provides funds, up to $4.024 million for  t h i s  purpose. 
(See Section IV for  a detailed analysis of the Justification for  t h i s  
amount. ) 

The credi t  fund will be administered by IDECOOP's credit  d e m e n t  
which wi l l  consist of 11 persons, including a dopal.traent director, assis tant  
director, 3 loan officers, 2 agronauists, 1 comptroller and 3 bookkeepers. 
This represents an increase of 1 loan officer and 2 agronanists to the 
present s ta f f ,  which will be funded by the increase in  the aODR budget for  
IDECOOP. Technical assistance t o  the IDECOOP credit  department, which 
star ted in November 1966, w i l l  be continued by a loan fhnded cooperative 
credit  specialist .  The in teres t  ra te  structure applicable to sub-loans 
granted under t h i s  loan w i l l  be 3% t o  IDECOOP, 2% t o  the Federations and 1% 
to the cooperatives.  h he interest  collected by IDEOOP must be used as  
additional capi tal  in the credi t  fund. This w i l l  be possible since the 
GODR w i l l  cover all XDECOOP operating menses.)  Since a l l  the l o m s  
made to the cooperatives w i l l .  be channeled through the appropriate 
Federations, the funds will additionally be supervised by the s t a f f s  of 
these organizations. Any cooperative receiving a lorn under th i s  program 
must capitalize 3s of the loan value as cooperative shares in a t rua t  f'tmd, 
mutually administered by IDECOOP and the appropriate Federations. This 
trust f b d  will become the share capi tal  of the cooperative bank when 
organized. 



Since the p q s e  of t h i s  program is t o  provide funds t o  borrowers 
who are largely wc?t.pain';eC with i n s t i t ~ t i o n a l  credit ,  underlining the 
high r i s ~  nature of t h i s  effort ,  the loan agreement w i l l  contain three 
covenants t o  the effect  that:  (1) USAJD approval i s  required for  any loan 
t o  a cooperative w t ' \  an outstanding loan balance of more than 15,000 
pesos; (2 )  USAID ?,-.-roval i s  required for  the refinancing of any loan o r  
portion $hereof; a:: ' / 3) the disbursement of funds of t h i s  loan above 
$2,000,%3 would be sublect t o  a detailed review by USAID of the credi t  
operation. I n  aiidition, DECOOP will have t o  submit, in  a form sat isfactory 
t o  USAID, the policies and standards tha t  wl l l  be applied in making subloans 
frcm t h i s  fund. 

Agricultural loans wi l l  be made for  projects which are i n  keeping with 
GODR agricul tural  pr ior i t ies .  USAID shal l  have the right,  from time t o  
time, to declare certain crops inel igible  for  financing under t h i s  loan. 
IDCOOP w i l l  coordL~ate closely in  i t s  e f for t s  in the f i e ld  of agricul tural  
loans k5th the ot3er insti t t l t ions working i n  t h i s  f ie ld.  Covenants w i l l  
be placed in  the loan t o  assure compliance. 

The USAID has received a GODR commitsnent tha t  it w i l l  increase i t s  
share of IDECOOP's expenses, part icular ly in the pranotion f ield.  The 
aODR projected budget amount of a t  l eas t  $720,000 per year i s  more than 
double the 1967 contribution of ~~$300,000.  A condition precedent t o  dis-  
bursement w i l l  be approval of the IDECOOP budget by the GODR. 

As discussed in Section IV, it i s  important for  the cooperative 
movement t o  be independent of governmental ins t i tu t ions  for  i ts  sources of 
credit .  Thus, IDECOOP has requested that  when a cooperative bank has been 
legalized and has paid-in capi ta l  of a t  l e a s t  $250,000, tha t  IDECOOP would 
pass a t  l e a s t  $2,000,000 of the  credi t  f'und t o  a cooperative bank in an 
arrangement that  would not constitute government ownership and disbursed 
i n  a manner acceptable t o  A I D  so as  t o  maintain a reasonable relationship 
between paid-in capi tal  and funds supplied by the credi t  fund. A 
covenant t o  t h i s  effect  would be included in the loan agreement. 

C. Technical Assistance ($400,000) - A major gap in the more 
successful developent of the  cooperative movement i n  the Dominican 
Republic has been-the lack of an effective planning and progremming unit  
e i ther  within IDECOOP or  elsewhere. Other specific problem areas for  the 
developnent of cooperatives has been the lack of expertise on agricul tural  
marketing, and consumer and credi t  union management. Inasmuch as the 
major emphasis in  cooperative prumotion and f i e ld  support has been i n  
agriculture and related ac t iv i t ies ,  IDECOOP promotion ef for t s  and s k i l l s  
have not developed suff icient ly i n  the areas of consumer cooperatives and 
credi t  unions. 

IDECOOP has therefore requested four additional technical 
consultants for  a two-year period t o  provide the necessary training and 
support for  i t s  enlarged cooperative promotion program. These consultants 
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will be in addition to  the cooperative credi t  special is t  and agricul tural  
advisor, who are presently financed with A I D  grant funds. The senrice8 of 
these two technicians w i l l  also be needed fo r  an additional. two year8 and 
both the GODR and USAII) agree tha t  they should be financed under the AID 
loan, i n s t e d  of limited grant funds. These new technicians WUJ. Include: 

(1) Agricultural Marketing Advisor. In order t o  insure the 
logical  developnent of an organized marketing system fo r  the agricul tural  
cooperative movement, the services of a Spanish-speakin(5 cooperative 
marketing specia l i s t  are needed t o  advise the agricul tural  cooperative 
federation on a l l  f h c t i o n s  of marketing ( storage, transportation, grading, 
packing, market developnent, etc.), The prime objective would be t o  a s s i s t  
the Federation i n  building i t s  own capabili ty t o  absorb these functions 
within two years. He will also be responsible for the developnent of a 
Rational Cooperative Market Center tha t  i s  now in the planning stages urd 
which would ccmnence operation upon h is  arr ival .  The Market Center muld  
be run by the Agricultural Federation. The close coordination between 
t h i s  advisor, the Secretariat  of Agriculture, and national l eve l  USAID 
advisors would assure support for  sound developnent of cooperative 
marketing ac t iv i t ies .  Coordknation with the consumer cooperative advisor 
vould also be necessary t o  establish the f eas ib i l i ty  of a complete coopera- 
t i v e  supply network frotathe producer t o  the ultimate consuner. 

(2) Consumes Ccogerative AdvFsor - Due t o  the large percentage of 
marginal consumer coopefitive sperstions, the assistance of an experienced 
consmer cooperative t e c h i c i m  i s  urgently needed. This technician would 
advise the consumer cooperative federation as t o  the best means t o  consoli- 
date consmer cooperatives tha t  are  too m a n  fo r  e f f ic ient  operation, to 
improve the 2fficiency of consmer cooperatives in maintaining low overhead 
while reaching as many consumers as possible, and i n  those cases where 
necessary, t o  s p e c i e  these consumer cooperatives tha t  should be disbanded. 
He will also be resymnsible for  the developnent of large volume cooperative 

supexmarkets in the Low hcome sections of Santo Daningo, Santiago, and other 
population centers. The supermarkets and the supposting services will be 
under the direction of the Consumer Cooperative Federation. The develop- 
ment of these plans wilP require close coordination with the Agri cu l tura l  
Market Center t o  optimize the distribution of farm products t o  the ultimate 
consumer. 

(3) Credit Union Advisor. The need for a special is t  t o  foxmulate 
the  de ta i l s  of a program for  strmgtheniag Dcminican credi t  unions war 
made evident by a pre-feasibi l i ty  study prepared under the auspices of the  
C ~ / A D  pmgrsm i n  May 1967. The preliminary report indicates a need for  
a credi t  union speciaXist for two years t o  (a) work with supervised agricul- 
t u r a l  pmduction credi t  a t  the credi t  union level;  (b) establish a 
centralized system of accowting on a national scale; and (c) a s s i s t  the 
credi t  union federation with general operations and procedures, Although 
no funds frcQl the loan will be used for  consuner credit ,  the high nlsrber 
of existing credi t  unions Jus t i f ies  the use of loan f'unds for  technical 
assistance i n  t h i s  area. It i s  expected tha t  t h i s  advisor will develop 
pmgratas for  the use of credi t  funds in incane-seneratjn- "' ' " 3 

BEST AVAILABLE COPY 



(4) R o g m  and Planning Advisor - One of the basic problems of 
the Dominica. cooperative movement is  the relat ive preponderance of a - - 
government inst i tut ion (IDEcooP) vis-a-vis the private sector (the confeder- 
ation, federations and cooperatives). IDECOOB of f i c i a l s  are aware of the 
danger of t h i s  position since t h i s  inst i tut ion i s  not immune t o  po l i t i ca l  
whim end have requested assistance in the developent of meaningful goale 
for  IDECOOP and for the private cooperative sector for  the long run. 
T h i s  advisor would provide assistance in the folhwing areas: (a)  develop- 
ment of 5-10 year goals for the cooperative movanent in terms of joba t o  
be done, who should do them, and the means of financing t h i s  effort ;  (b) 
the t ransi t ion of the credit  and education functions t o  the private sector; 
and (c)  establishnent of the desirable l imits  of IDECOOP act iv i ty  as  a 
goverrrment institution. Assistance in the shorter run would involve the 
kplehentation of a sound planning and budgeting process and the establieh- 
ment of be t ter  techniques for  the evaluation of cooperative performance. 

To a s s i s t  and carry out the recommendations mde by the programing 
technician, ZDECOOP w i l l  revise i t s  planning department to establish more 
direct  l ines  of ccnmunication between said office, IDECOOP1s board of 
directors, and the Dominican cooperative movement. It i s  expected tha t  the 
progrenrmer will work closely Kith the Dcminiccm Confederation of Coopera- 
tives. IEECOOP also plans to establish an eff icient  s t a t i s t i c s  unit  

ulthin i t s  planning off ice t o  provide adequate infonuntion and data, d i c h  
has not been readily available, on cooperatives ac t iv i t ies .  The loan 
agreement xill contain a covenant tha t  IDECOOP w i l l  be required to establish 
such a s t a t i s t i c a l  f a c i l i t y  within a reasonable time. 



SECTION IV. - FINNJCIAL ANALYSIS --- 

a. Total Financing Required -- 

The total cost of the project is estimated to be $6,125,000. 
Major cost components and sources of funds during the two (2) year 
projected period are detailed as follows: (in thousands of USS & RD$) 

AID Loan 
usTp- 
.- - RD$ GODR . TOTAL -- 

Technical Assistance 400 400.0 
Equipment 2 9 15.5 44.5 
Training (local) 183.5 183.5 
Scholarships 2 2 22.0 
Credit 4,025.0 4,025.0 
Operational Expenses ,- 1.440 - 1.440.0 

451 4,224.0 1.. 440 6.125.0 

The project consists of an A I D  development loan for cooperative 
promotion, $4,675 million, which will be vade to the GODR, at the 
statutory mirrimum terms, for technical assistance, equipment, training, 
credit, and scholarship. The GODR will contribute $720,000 per year to 
cover the total operational expenses of IDECOOP. There are no planned 
increases in the contribution by the GODR since the intent of this loan 
is to enable the private sector of the cooperative movement to absorb 
many of the educational, promotional, and financial activities now being 
executed by the government. Due to the transferral of these activities 
to the private sector, the maintenance of the RD$720,000 annual budget 
for the near future should still allow IDECOOP to increase its co- 
operative ~issionary work that could never be fully financed by the 
private sector. 

Approximately 10% of the loan value will be used to purchase 
United States goods and services. Additional indirect purchases of 
IJnited States goods will be made since many items ptirchased with funds 
made available for credit wil.1 be off-the-shelf U.S. products. 

b. Credit Analysis 

The requirement for credit developed by IDECOOP was based on an 
intensive evaluation of the level of funds that (1) were needed and could 
be placed in cooperatives with a reasonable expectation that repayment 
would be made and (2) could be lent and controlled by the credit depart- 
ment of IDECOOP. This evaluation, which took approxi-mately 2 months to 
complete, brought to bear the knowledge of the technical and executive 
staff of TDECOOP, the assistance of 5 technicians from IJSAID,  and the 
assistance of the. qenernl manaecr of the Agricultural Cooperative Federa- 
t ion. 



To e s t a b l i s h  tile l e v e l  of  fund ing  t h a t  cou ld  t>e r~serl i ~ ~ n c d i a t e l v  
i n  t h e  a g r i c u l t u r a l  c o o p e r a t i v e s ,  t h c  twn agronomis t s  wnr1:iny f o r  1I)ECQOP 
prepared a mastc r  p l a n  of t h o s e  c o o p e r a t i v e s  t l ~ a t ,  i n  t h e i r  juc lp r rcn t ,  
were do inq  a n  a c c e p t a b l e  job of farc l ine  and liad t h e  b a s i c  concc;>ts  of  co- 
op a d m i n i s t r a t i o n  i n  o p e r a t i o n .  ( T l ~ i  s scblcct ion p r o c e s s  el jmina tctl n o r c  
tllan 557 of t h e  a c r i c u l t u r a l  c o o p e r a t i v e s ) .  

A f t e r  t l ~ i s  .s*>lcct.ion n r o c c s s  rdns f i n i s h e t l ,  t h c  a:roncr:)ists thcn  
t a b u l a t e d  each 0% rllc c o o p e r a t i v e s  s r l c c t e c l  t)y t v n e  of c r o p ,  a r>c~un t .  of 
l a n d ,  ar~cl nlannei! e x ~ j a n s i o n  j.f c r e d i t  f u n d s  vould  he f o r t ! ~ c o r n i n ~ .  (The 
e s t i m a t e s  of t o t a l  ~ ) r ~ ) d r l c t i o n  r e r e  cl~ec,kctl w i  t h  t h c  IISAIT'I h 2 r i  cltl t u r a l .  
17evclopment Q i v i s i o n  ar~c! ncceptcd as  re~ i . son i~h le  t n r ~ e t s ) .  T!ie l i s t  of 
c o o p e r a t i v e s  s o  selcct-t:d w i t h  3 p r o i e c t i o r ~  of t h c  cot21 volur l?~ r l f  s a l e s  
genera ted  1-1y t h i s  c7roun n f  t e r  t h e  ap?l  i c a t i o n  of  t ! ~ e i r  cr;.rl i t::i is !: l-~~~.ir ,  

in  T.3bl.c 2 .  

n i l ( ?  tc? t t ? i : ,  !anch r : f rentcr  volume of  a c t j v i t v  a t  t 1 1 ~  h!grict11trir~1 
Jianlc, and t h u s  t i le  .Treater  sarnple of d a t a ,  t h e  var . inus  ~ ~ r o d u c t i o n  c.ost 
ave rages  delielopcd by t!~cr hz 3ank were a p p l i e d  t o  t h e  raw d a t a ,  s u p p l i e d  
bv IDECOOP t o  a r r i v e  a t  rhe c r e d i t  l e v e l s  r e q u i r e d  by edch c o o p e r a t i v e .  
T ~ P  c o s t  d a t a  was. <;r>ecif i c a l l v  prograrqmerl a rcord in? ,  t o  each cro:, cvclc. 
s o  t h a t  i n  ~ l ? e  f i n a l  compil .at ion of t h e  cast1 €].orl: t n h l e ,  tl!is r;c?r~l.d h e  
an  a c c u r a t e  f o r e c a s t  of a c t u a l  cash  needs  a t  an:r p o i ~ i t  i n  t l ~ r .  p r i > j i l ~ t .  
t;.- 
LP!C frame. 

In ;.,dditii?r; r o  t h e  c r e d i t  r e q u i r e d  f o r  p r o d u c t i o n  co. : ts ,  a 
s t u d y  was a l s o  made of t h e  c r o p s  t h a t  l~oulr !  r e q i ~ i r r ?  wclrchousc f i n a n c i n z  
i n  o r d e r  t o  acl~ie:re n r e a s o l ~ n b l c  r e t u r n  011 s a 1 . c ~ .  !:ice:, h c a n s  nncl corn  
can ? r e s e n t l y  3e f.i??nnceri by  t h e  t I r , r i c r ~ l t l i r t ~ l .  Uanlc. O f  thr: r c ~ a i . n i n x  
c r o p s  r e c e i v e  : - reduct ion c r e d i t ,  t h e  o111.y ones t h n t  con 11c s t o r e d  and 
f o r  whi.cll. r~z!rellousi.nc' f a c i l i t i e s  a r c  avni-l.al,le a r c  p o t a t o e s  an(! oni.ons. 
The warel-touse f i n a r ~ c i n g  requ i rement  f o r  t l - ~ e s c  p r o d u c t s  a l s o  a p p e a r s  i n  
t h e  c a s h  f low t a i ~ l c .  Tile e v a l u a t i o n  r e s u l t e d  i n  tile es tabl is l - iment  of a 
c r e d i t  requirc!ment of RD$4.024 1ni.lli.on. T h e  f i r s t  y e a r  renui.rcnc?nt u z s  
u s ~ d  a s  t h e  b a s i s  f o r  tlic c r e d i t  fund s i n c e  t h e  c o o p e r a t i v e  novcment 
s l ~ o r ~ l d  he a b l e  t o  n e n e r a t e  t!te n e c e s s 2 r y  c a p i t a l  n e c e s s a r y  f o r  tile 2nc! 
yea r  RS exp ln ined  on paze 16. 

Tab le  3 summarizes t l ~ e s e  v a r i o u s  c a l c u l a t i o n s .  The clishursc.r.lcnt 
column r e p r e s e n t s  p r o d u c t i o n  f i n a n c i n g  req-uired each rrlonth, wlt ici~ whcrl 
of £ s e t  by t h e  c o l l e c t i o n s  colunn produces  tile n e t  new c r e d i t  reqlli rernent . 
This anount  was then  juclqcd i n  l i g h t  of  t h c  p a s t  1 . end i .n~  e x ~ e r i c n c c  of 
IDSCOOP.  ,Is noted i n  t h e  1:ackzround S e c t i o n ,  t h e  IDECOOP c r e d i t  d c p a r t -  
merlt had a ~ p r o v c d  ?.T)$l, 321,370 of sub- loans  up t h r o u g l ~  31  Decenber 1-067. 
I f  t h o s e  l o a n s  !nacie ?r i .or  t o  .January 1967 a r e  srrbtracte(1,  t h e  c r e d i t  
depar tment  ?rocessetl  l o a n s  f o r  approxi~! in te l  y 51 ,000,000 d u r i n g  t h e  v c n r  
lQfJ7. ?.]so, a s  no ted  i n  t h e  p r i o r  s e c t i o n ,  t h e  Last  t h r c e  ~ ,onth: i  h f  
t ? , ~  -rear re.;ulted i o  f e w  1 oans  c.luc t o  ll;~clc of f r ~ r ~ c ! s .  ' r h u s ,  i t i s  c~u i  t e  
~ r o b a ? ) l e  t h n t  TI)ECOOI' cot~lcl  I~:lve~l~:rnrll.cr! nn amount s i r , n i f i c n n t l v  ::rcntrJr 
t h a n  Cl~e $1, 000,000 nctrirr i.1 y loanfati . 

BEST AVAILABLE COPY 
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T a b l e  2 

A g r i c u l t u r a l  C o o p e r a t i v e s  S e l e c t e d  by IDECOOP f o r  C r e d i t  Program (1968-1970) 

No. of 
Name - Members 

C a f i c u l t o r e s  d e  Bani ,  I n c .  1 3 3  
E l  Rob lega l ,  I n c .  GO 
Juan  Cabal1 e r o ,  Inc .  140 
San J o s e ,  I n c .  2 7 5 
1.0s Cacaos 200 
San Antonio ,  Tnc. 130 
S a n t a  Cruz 400 
La A l t a g r n c i a ,  Tnc. 7 5 
San I s i d r o ,  Tnc. 103  
Vdl le  d e  Constanza 8 5 
P a l l e  d e  Ronao, Inc. 7 5 
San J o s e  de  l a s  Matas 210 
Luperon 399 
lama I26 
S lanco  8 0 
V i l l a  T a p i a  7 5 
Pedro G a r c i a  7 5 
Union de  I o n  Pobres ,  Tnc. 1 1  6 
Guanaoico,  t n c .  8 4 
E s p a l l l a t ,  Tnc. 2 5P 
Monte I . lano,  I n c .  9 6 
T e n a r e s ,  Tnc. 84 
Rincon Hondo, Inc .  90 
Ceiba d e  Hostos  70 
El. Pozn 105 
F1 P r o e r e s o  50 
Cavac l a r a  80 
El  Es fue rzo ,  I n c .  4 7 
V a l l e  Verde 100 
La Cuaiaca  h 5 
1.aguna Verae  50 
T.os ALrnar l g o s  40 
Nuest ra  S r a .  d e  l a  Car idad I n c .  6 3 
Santome. Tnc. 1 00 
1.3 A 1  t a g r a c i a ,  I n c  . 7 4 
B e l l a  Aurora ,  I n c .  8 1  
N ~ ~ e s t r a  S r a .  d c  Lourdes  5 0 
Las Charcns  6 0 
Moradores d e  J l n o v a  3 5 
Las Charcas  d e  G a r a b i t o  L O  
A g r i c u l t o r e s  d e  l a s  Matas d e  F a r f a n  62 
Pueblo  Nuevo 2 5 
Padre  Las Casas  500 
E l  Amparo, l n c .  9 00 
Caficri l  t o r e s  d e  Neyba 40 
C a f i c u t t o r e s  d e  V i l l a  J a r a g u a  3 5 
P roduc to res  d e  Uvas 7 0 
E l  F u t l ~ r o  20 
i,a C u c h i l l a  100 
Los D i e c i s i e t e  100 
J a r a g u a  3 7 
C a s c a j a l  105 
E l  Ct1e.y 3 5 

TOTALS 6,503 
Source:IDECOOP 

T o t a l  
? 'areas 

23,670 
4 ,3on 
3,300 

24,900 
15,250 
1 6 ,  .\On 
39,100 

8 ,300  
14,630 

5,000 
9 ,300 

17,400 
47,300 

5 ,700 
6 ,400 

24,001' 
18,700 
iR.500 
21,040 
73,950 
15,700 
14 ,080  
22,500 

7,000 
10,hno 
19,05P 
8,700 

18 ,200  
12,200 
6 ,800 
4 ,500  
5,700 
5 ,300 
7,500 
3,750 
4,186 
R ,000 
4 ,000 
3,100 
l ,300 
3,500 
2,300 

83,970 
17,700 
3 ,700 
3 ,800 
5,300 
2,200 
6 ,700 
11,400 
3 ,000 
8 ,800 
6 ,  I Q>- 

677,576 

T o t a l  S a l e s  Value of 
Product jon (+Annual Ra~e-Year -- 

50,400.00 
2 

280,500.00 
417,000.00 
711 ,700.00 
?56,900.no 
314,275 .00 

1 ,730,500.00 
461,500.00 
876,850.00 
76?,000.(10 
529,650.00 
239,600.00 

1 ,153,000.00 
310,200.00 
51 , OOO. on 

855,100.00 
389 ,QRC.Oll 
z h 7 , n 5 0 . 0 ~  
130,150.00 
772,200.00 
246,900.00 
195,200.00 
206,060.00 
178,400.00 

?9,04o.@n 
616,117.51) 
4h9,500.00 

1 ,055,100.00 
634,400.00 
188,625.00 

82,875.00 
H7,100.00 

331,750.00 
490,500.00 

70,656.00 
69,744.00 
36, non. oo 

206,250.00 
64,625.00 
28.200.00 
55,312.00 
39,01)0.00 

2,473,600.00 
398,100.00 
103,625.00 
63,500.110 

198,600.00 
32,020.00 
62,480.00 
38,300.0n 
45,950.00 

12R,750.00 
57,790.00 

19,028,674 



TABLE 3 

IDECOOP CREDIT NEEDS 
Cash Flow Requirement of Se lec ted  Agr i cu l tu ra l  Cooperatives 

(June 1968 - May 1970) 

Funds needed f o r  Cash 
Credi t  dur ing  Warehouse i n  

1968-1969 Disbursements Co l l ec t ions  t h e  month F inancing  Bank 

June RD$ 
J u l y  
August 
September 
October 
November 
December 
January 
February 
March 
Apr i l  
Hay 

To ta l  f o r  7,694,751.10 4,347,500.85 4,024,164.75 
t h e  year  RD$ 

June 
J u l y  
August 
September 
October 
November 
December 
January 
February 
March 
Apr i l  

RD $ 

The c o l l e c t i o n s  shown i n  each month a r e  appl ied  t o  loans  i n  t h e  same month because 
al lowances of a month t o  pay were b u i l t  i n t o  t h e  c o l l e c t i o n  schedule t o  i n s u r e  funds 
would be paid i n  t h e  s p e c i f i e d  month. 

To determine t h e  movement of funds t o  be used through t h e  period descr ibed ,  t h e  
number of t a r e a s  t o  be c u l t i v a t e d  wi th  t h e  d i f f e r e n t  k inds  of c rops ,  t h e  v e g e t a t i v e  
cyc l e  of such crops t o  e s t ima te  when they  w i l l  be  harves ted  and t h e  sub-loan c o l l e c t e d  
were taken  i n t o  cons idera t ion .  The disbursements were planned fol lowing t h e  investment 
p l an  suggested t o  farmers  according t o  p l an t ing  seasons. 

The product ion c o s t  pe r  t a r e a  t o  be f inanced was based i n  t h e  c o s t  exper iences  of t h e  
.- , . 

A g r i c u l t u r a l  Bank of R.D. 



Given t h a t :  t h e  c r e d i t  e x p e r i e n c e ,  a s  noted i n  S e c t i o n  11, h a s  
been q u i t e  f a v o r a b l e  i n  terms of repayments;  t h a t  TDECOOP, under t h e  new 
GODR budge t ,  w i l l  b e  i n c r e a s i n g  t h e  s t a f f  of t h e  c r e d i t  depar tment  by 
113 and a lmost  doubl ing  t h e  s i z e  of i t s  f i e l d  s t a f f  (30 a d d i t i o n a l  pro- 
m o t e r s ) ;  and t h a t  4  t e c h n i c i a n s  under  t h i s  l o a n  w i l l  be d e a l i n g  w i t h  
c r e d i t  s u p e r v i s i o n ,  i t  i s  t h e  cons idered  o p i n i o n  of IDECOOP and t h e  USAID 
s t a f f  t h a t  tile a d d i t i o n  of RD$4.024 m i l l i o n  t o  t h e  IDECOOP c r e d i t  fund 
i s  a  r e a s o n a b l e  amount f o r  e f f e c t i v e  disbursement  over  t h e  l i f e  of t h e  
loan .  

S ince  t h e  major o b j e c t i v e  of t h i s  l o a n  is  t o  ach ieve  a f i n a n -  
c i a l l y  independent  c o o p e r a t i v e  movement, t h e  need f o r  a  non-zovernmental 
source  of c r e d i t  t h a t  can  b e  c a p i t a l i z e d  h v  t h e  c o o p e r a t i v e s  themselves  
hecomes a p p a r e n t .  

!Jith t h e  a g r i c u l t u r a l  c o o p e r a t i v e  l o a n s  t h a t  a r e  scheduled dur- 
ins t h e  f i r s t  two y e a r s ,  under t h e  A g r i c u l t u r a l  F e d e r a t i o n  by-laws, a l l  
t h e  cooperatives r e c e i v i n a  l o a n s  must c a p i t a l i z e  3% of t h e  v a l u e  of each 
l o a n  which w i l l  be  laced a s  c o o p e r a t i v e  s h a r e s  i n  a  t r u s t  fund t h a t  w i l l  
bc  a d m i n i s t e r e d  hy IDECOOP and t h e  F e d e r a t i o n .  I n  a d d i t i o n ,  a t  t h e  end 
of t h e  f i s c a l  y e a r ,  each c o o p e r a t i v e  must c a p i t a l i z e  up t o  5% of t o t a l  
s a l e s  i n s o f a r  a s  n e t  income p e r m i t s .  Of t h i s  amount, 40% i s  used t o  buy 
s h a r e s  of t h e  c o o p e r a t i v e  i n  t!re A g r i c u l t u r a l  F e d e r a t i o n  and 60% remains 
a s  c a o i t a l  of t h e  c o o n e r a t i v e  a s  i.rel-lber s h a r e s .  

The followinp, t a b l e  i n t l i c a t e s  t h e  amount of c a p i t a l i z a t i o n  t h n t  
would t a k e  p l a c e  based on t h e  s a l e s  p r o j e c t i o n  of T a h l e  2 and t h e  t o t a l  
v a l u e  of l o a n s  a s  shown i n  Table  3. 

P r r ~ i e c t i o n  of C a ~ i t a l i z a t i o n  * - ---.-----.------ L 
Q 
0 

T r u s t  Fund A z .  F e d e r a t i o n  C o o ~ e r a t i v e s  ..- -- ----- ---- -- .--. --- - T o t a l  -- U 

2 
Year 1 23n,840 186,000 279,000 695,850 QI 

Year 2 280,740 
--A- --- . 228  000 .- -2- 850 740 _ . 342,000 2 

T o t a l  511,580 41.4,000 421,900 1 ,546,580 9 'X 
L 

* Note: Tab le  2 g i v e s  t h e  s a l e s  l e v e l ,  a t  t h e  end o f  y e a r  2 .  The s a l e s  f o r  w 
4r 

y e a r  1 were d e r i v e d  from t h e  f o l 1 o w i . n ~  r e l a t i o n s l r i p :  43 

(Sales-Yr 1 )  = I.oan t o t a l  ( v r  1 )  ------- - ---- -- -A .-A 

Sales-(Yr  2 )  l o a n  t o t a l  (Yr 2 ) .  hl .so,  t h e  a g r i c u l t u r a l  c o o p e r a t i v e s  have 
been e a r n i n z  3% on t o t a l  s a l e s  h i s t o r i c a l l y  s o  t h i s  f i g u r e  was used t o  
d e r i v e  t h e  c o n t r i b u t i o n  bast~tl  on t o t a l  s a l e s .  

From t h e  fo re~o i .n !? ,  i t  can  b e  seen t h a t  t h e  c r e d i t  fund w i l l  
ennh le  t h e  c o o p e r a t i v e s  who borrow from t h e  c r e d i t  fund t o  makc a major 
s t e p  forward i n  hu . i l J ing  t h e i r  ow11 c a p i t a l  hnse .  The d i . f f i cu l . ty  is t h n t  
t h e  c o o p e r a t i v e s  (10 n o t  llavc rt f i nnnc ia l  i.nst i t u t i o n  t11at c0111.d riraxirn.izc 
tlrs use  of t h e s e  funds  t h a t  i s  n o t  a t  l e n s t  p ; l r t i a l l y  f:ovcrnrnci~t con- 
t r o l l e d ,  which does  n o t  rcnove t l ~ c  poss ib- i  1 i t v  t l l a t  prc.:: :I-i. ! ; O I I  l d bc 
brought  t o  b e a r  t o  u s e  tlre funds f o r  n o l i  t i ca !. ends .  'rl.2 t r u s t  fund ,  



run by the  Aqr i cu i tu ra l  Federat ion and LDECOOP, is a comnromise solu- 
t i o n  t h a t  s t i l l  has t h i s  i nna te  danger. A s  was discussed i n  the  Back- 
ground sec t ion ,  a  development loan f o r  :* cooperat ive bank was f e l t  t o  he 
inappropr ia te  a t  t h i s  time because of t he  l ack  of wel l -capi ta l ized  co- 
opera t ives .  Thus, i n  order  t o  f a c i l i t a t e  the  c r e a t i o n  of a  cooperat ive 
bank, when t h e  coo~e_ra t ives  have formed the  necessary c a p i t a l  base, t h e  ------ ------------- 
loan agreement w i l l  a l low f o r  the  t r a n s f e r  of a t  l e a s t  $2,000,000 of thc  
c r e d i t  fund i n  the  form of debt o r  non-voting s tock  t o  a  cooperat ive 
5ank a t  t h e  time when a t  l e a s t  $250,000 i n  c a p i t a l  s tock has been ac- 
cumulatecl hv  t h e  cooperat ive movenent. A s  can be seen from the  fore-  
going Table, i t  sllould be poss ib l e  t o  achieve t h i s  amount of c a p i t a l  
s o l e l y  from t h e  Trust  Fund during t h e  f i r s t  two years  of t he  P r o j e c t .  The 
c r e a t i o n  of t h i s  i n s t i t u t i o n  along wi th  the  s t rengthening  of t he  in- 
d iv idua l  cooperat ives and the  r e svcc t ive  Federat ions would g ive  a s o l i d  
base f o r  a  completely independent cooperat ive movement. 



UNCLASSIFIED 

SECTION V - PROJECT JUSTIFICATION 
A. Agriculture in the Dominicgn R~c?~ublic 

The greatest impact which cooperatives can have on Dominican 
economic growth is in the agricultural eector. The Dominican economy 
today still rests on an overwhelmingly agricultural base. About 57% 
of the population is engaged in fanning and the majority of the country's 
exports consist of agricultural products. Sugar is the most important 
crop, accounting for almost one-half of total foreign exchange earnings. 
Industry in the Dominican Republic ie also strongly agriculturally 
oriented: refined sugar, tobacco, beverages, and o'her food products 
account for almost 80% of manufactures. Agriculture, however, has not 
maintained its share in the growth of the national product. Between 
1960 and 1964 agricultural and livestock primary production fell from 
29% to 23% of GNP.* 

The most Important common denominators of agricultural problems 
in the Dminican Republic are low levels of productivity and a high rate 
of unemployment. !,ow lev~ls u f  ~rodactivi.ty in the Dominican agricultural 
sector are the result of a n~:nber of relaied factors, which include: 
(1) land fragmentation, !?I pr fce  txpialratfon, and (3) high cost of 
credit. 

!.and f r a p e n z a t i o n ,  comun in many LCC's, reduces the average 
size sf large numbers of holdings t.o unezonomic scale. It ultimately 
forces the small faraer i n t o  mzre subs5.steace production and fatally 
weakens his chance3 of ohti...E.rtf :ii;~, cred'is and aarketing facilities at 
reasonable cost. 

USAXD/Aprlc~le~rc est.frntiZes t?iat 95-802 sf all agricultural 
producttan cones fr3m f3ms o f  2 3  acres or less, and that there are more 
tban 350,000 farmers In this groiyp. T%e ovzral.1 agrIcuEtura1 growth 
goal proposed by I!SA.TD - 74: gcowth per year o,ver the next five years 
for crops other than sugar cane and coffee - and the individual crop 
production goals (page 47  PH), cannot possibly be met unless agricultural 
cooperatives grow, learn r:ew productit3:1 techniques, and produce more for 
domestic production and expGrt, Secretariat of Agrfculture, IDECOOP, 
and USAID technicians are conv.3need ths te  this growth can and will take 
place. An indispensable elemrnr of t l t l s  ~ J - O W Y : ~  is osperative credit. 

* TMF Report 



The individual Dcminican farmer must pay high r e t a i l  prices for 
his  production necessities, such as fert i l izers,  insecticides, bags and 
simple fana tools. These inputs are essential t o  the growth of agricultural 
labor productivity. His incane and standard of living are also depressed 
by the high r e t a i l  prices of c m s w r  goods, the lack of adequate product 
traPlspo,rtation fac i l i t i e s  and the dubious practices of many middle men. 
Of'ten products are transported t o  the nearest buyer by hand, mule pack and 
truck, only to  be weighed on rigged scales. 

Ronnal agricultural credit for timall fanners i s  not sufficiently 
available in the DR and the cost of obtaining such credit may run as 
high as@ per week. The Banco Agricola does not have sufficient 
resources t o  provide large amounts of credit t o  such farmers since approxi- 
mately 70$ of i t s  resources are lent, a t  about 8$ annual interest, t o  
m e d i m  and large size fanners, who can offer more security for loans. 
This unavailability of credit, often coanbined with unsuitable tenns, 
prevents many mall. Daninican farmers fbm investing in production inputs 
that  can significantly raise thei r  productivity. (See discussion of 
Ag Bank in Issues Section in  Summary and ~eccmmendations.) 

The following table developed within the USAID agricultural 
develouaent division shows the estimated new credit needed to achieve - 
necessary production increases in certain pr ior i ty  crops (see paee 47 PM). 
To participate in these production programs, it is  necessary that coopera- 
t ives have available credit sources, over and above the m i n l m a l  credit 
made available by USAID local currency inputs over the past year. (1 t  
should be noted that  estimated peso investment in the Table below are 
only for - new production investments, and are in addition to those of the 
previous year or years. ) 



Estimated Cost of Projected 
Production Increase by Pr ior i ty  Crops (Pg. 47 PM) 

1368 
Increase R13$ 

== 
Increaae RD$ 

1970 
Increase RD$ 

. mi:: LinyJ~) - cost ( i n  M/T) cost  in^/^ Cost 

3ems 
r?r,ions 
Ufr;wix$ 0 il 
3rain 
S crqhim 
Kice 
"atoesS 

P Y'ccratoe s- 
P i g e o ~  Peas 
C 3 m  
P l s C , ~ o  
Pctatoes 
Sar l ic  

Total $ 4,797,509 $3,4%903 $3,340,718 

B. Role of Cooperatives fn Agricultural Developnent 

The USAD agricul tural  program attempts t o  deal with two dominant 
aspects of the agricul tural  problem in the Dcaninican Republic. On one 
hand the simple need for  greater production of certain existing and new 
~ w p s  and second, the econmic and social  consequences of the high percentage 
of Dminicans l iving fn rural areas on small plots  of poorer land, fre- 
quently not owned and, therefore, apparently locked into subsistence pro- 
duction -patterns. The proposed project should produce positive resul t s  in 
both areas an8 affords an opportunity t o  obtain wider participation i n  
the USAID effort  by the small fanner, thereby transforming some of the 
inactive rura l  population into active econanic forces. By strengthening 
and expanding the Dcgninican cooperative sector, it will contribute t o  the 
country's econunic developnent through (1) increased production and, 
part icular ly in agriculture and related activitieg, (2) an increa6e and 
redistribution of income, and (3) an increase i n  capi tal  accwnulation. 

Through the pooling of i t s  members' resources and enhanced 
buying power through group action, cooperatives are able t o  obtain 
technical and financial support which would not be available t o  t h e i r  
individual members. Such technical and financial assistance should resul t  
in production and a concomitant lowering of unit production costs. The 
resulting increase in the incomes of cooperative members should effect a 
significant redistribution of income. With increased cooperative income 
and the requirements and .incentives introduced by cooperatives, savings 
and investment for  developent purposes w i l l  increase. 



UNCLASSIFIED 

This description is part icular ly appropriate for  countries l i k e  
the Dominican Republic whose economies are primerily based on agriculture. 
Table 4 shows the difference in  income in  the Daninican Republic at t r ibutable 
t o  the different  prices individuals would have received as members and 
non-members of cooperatives for  key agricultural products during the l a s t  
crop year. Mainly through the i r  storage, processing and marketing func- 
tions, incorporated and unincorporated agricultural cooperatives in 7 
major crops were able t o  raise  the i r  members' incane about w, or R D $ ~  
million (per c a ~ i t a  about ~ ~ $ 3 8 0 ) .  These gains, however, are  probably 
greater since they do not include any increases in productivity. 

Recent examples of specific cooperative successes in the 
Dominican Republic are  readily available. The most recent and s tr iking 
example inmlves the formation of an onion cooperative t o  warehouse the 
onion harvest of one of the most productive agricul tural  areas of the 
Dominican Republic.* This has resulted in  a gain fo r  each coop member 
of about ~ ~ $ 1 , 0 0 0  o r  three times h i s  income i n  a normal year. Other 
recent examples include coffee m i l l  and production cooperatives which 
have increased QE ~ r i c e s  which the i r  members receive for  t h e i r  coffee 
by more than 5% through the elimination of the prof i t s  made by middle 
men and non-cooperative m i l l s .  Similar gains have been made i n  the f i e l d  
of r ice  m i l l  cooperatives. In  same instances, income not only increased 
40$, but productivity increased significantly. This has been an important 
factor in increasing r ice  production i n  the Dominican Republic t o  a point 
where r ice  no longer has t o  be imported in major quantit ies throughout 
the year. 

As of December 31, 1967, there were 227 incorporated cooperatives 
and credi t  unions in  the Dauinican Republic, with about 28,647 members 
and an FY 1567 sales and transactions volwne of RD$ll.0 million. In  
addition, there were 206 unincorporated cooperatives and credi t  unions 
with 10,078 members and an FY 1967 sales and transactions volme of about 
~ ~ $ 7 . 6  million. The net profi ts  of incorporated and unincorporated 
cooperatives and credi t  unions in FY 1567 are estimated t o  be about RD$ 
400,000 and RD$256,000, respectively.* 

*Prior t o  the formation of t h i s  cooperative, the price and production of 
onions fluctuated with the harvesting cycle. During harvest periods, 
onion prices f e u  below production costs and farmers were e i ther  forced 
t o  s e l l  a t  ridiculously low prices or  t o  see the i r  harvest ro t  in the 
f ie lds .  During other times of the year, prices for  onions reached astrono- 
mical figures and required importations from the US t o  both reduce internal  
price levels and to  supply a staple of the Dominican diet .  With adequate 
warehousing fac i l i t i e s ,  the coop has been able t o  release over a longer 
period of time suff icient  quantit ies of onions to  keep the price in the 
period following the harvest season a t  a f a i r  leve l  and t o  supply the 
market during most of the off-season. 
W a b l e  5 provides a graphic presentation of the scope, earnings and income 
of the DR cooperative sector. I t  should be emphasized tha t  these are  e s t i -  
mated figures since IDECOOP does not compile t h i s  data on a regular f i s c a l  
year basis. 



ESTIMATED FIFFEREMCE I N  IhCCIFfE AT'TRIBUTAHLE 'I'G Ylf-Nlyt7RSHIP I N  

AGRICULTURAL COOPERATIVES a/ 

P r i c e  Re- Trice Re- 
1966-1967 ceived by ceived by Incvme a t  Jr~come a t  Members' 
Product ion Konmembers Members Nomnember Nemb e r  Tncon!e 
(qui r t ta les )  _b / - - , ,_~~-S~/yuin ta l )  Crop (WSIqu in t a l )  ---- P r i c e s  -.  @?$I P _ 1 : . L . e d f ( a  .--.--- ~-.- ca i n  (FL!!!?-.- -- --__ 

Tobacco 

1-Pi lo t0  
Cub ano 10,500 3 0 44 

2-Dom . 
Aromatic 45,000 25 2 8 

3-Cr i o l l o  57,800 13 15 751,400 867,000 

Beans - 80,550 7 10 563,850 805, SO0 

Corn - 188,000 1.88 2.50 353,440 470,000 

Rice 420,840 8 12 3,366,720 5,050,080 

Cacao - 14,640 8 13;17 c/ 117,120 233,280 

Coffee 27,720 20 2 7 554,400 748,440 

P l a n t a i n s  20,000,000 a/ 11 g/ 15 el 220.000 300,000 

TOTALS 7,261,930 10,196,300 

/ Inc ludes  both incorpora ted  and unincorporated coopera t ives .  
b /  1 q u i n t a l  = 100 l b s .  - 
c /  D i f f e r e n t  p r i c e s  were rece ived  by incorpora ted  and unincorporated coopera t ives .  - 
d /  By u n i t ,  not  weight. - 
e /  RDS p e r  thousand. - 

SOURCE: Based on IDECOOP d a t a .  



TABLE 5 

STATISTICAL PROFILE OF 

INCORPORATED AND UNINCORPORATED COOPERATIVES AND CREDIT UNIONS 

FY 1967 Sales Estimated Net 
No, of No. of or Transactions Profits FY 1967 

CONSUMER COOPERATIVES Coops Members Volume (RD$) 
(Sub-to tal) 

Incorporated 5 2 8,199 4,151,400 186,813 
Unincorporated 3 9 2,284 1,792,800 80,676 267,489 

AGRICULTURAL COOPERATIVES 

Incorporated 44 5,508 5,006,764 150,203 
Unincorporated 7 4 3,763 5,137,404 154,122 304,325 

INDUSTRIAL COOPERATIVES 

Incorporated 14 395 695,000 27,800 
Unincorporated 11 415 160,000 6,400 34.200 

CRDIT UNIONS 

Incorporated 117 13,895 1,149,000 34,470 
Unincorporated 8 2 4,266 479,400 14,382 48,852 

TOTALS 433 38,725 18,571,768 654,866 

Source: Institute of Development and Cooperative Credit (IDECOOP) 



In  the agricultural sector, cooperatives can dramatically 
b.prove the i r  members' marketing position by a c t i n g  as bargaining agents 
in securiag markets, by storing, processing and standardizing products, 
: -15 hy : 3htk~ organizing advertising, dealer service, and r e t a i l  out lets .  
I n  aadliion, they c s - ~  bqr ferti l ize.- ,  insecticides and other inputs in 
bulir a t  wholesale prices. By reducing the role  of middle .sen in these 
?c t iv i t ies ,  cooperatives can d i rec t ly  ra ise  farmers' incomes enabling 
thm t o  save more md t o  invest in fert , i l izer and other psod~ct iv i ty-  
rais ing inputs. 

The example of the onion growers cooperative was mentioned in a 
preceding section. Another s t r iking example i s  found i n  the 400 member 
cooperative a t  Y~masa, located in San Cristobalprovince. Growing cacao, 
rice,  coffee and cigar tobacco, t h i s  cooperative has been engaged in a 
spectacular "operation bootstrap". Before the coop was formed in 19% 
the combined annual incme of the group m a  $69,000. It i s  now $200,000. 
In teres t  ra tes  on t h e i r  borrowings have dropped from 6 N  t o  8$. The 
coop now does i ts  own marketing, thus eliminating another se t  of middle 
men. With t h e i r  earnings plus the i r  own labor they have bu i l t  r u r a l  
roads where there were none. They have t r ip led  the number of schools and 
have raised the l i t e racy  ra te  fran approximately 30$ t o  over 7N. 

There are 44 incorporated agricul tural  cooperatives i n  the 
Donhican Republic, with a t o t a l  menbership of about 5,508. In FY 1967 
these cooperatives sold more than RD$5 million of produce, and made a 
net p ro f i t  of about ~~$150,000.  The number of unincorporated agricul tural  
cooperatives is almost twice as great, with a membership of 3,763 and 
an ?Y 1$7 sales volume of about R D $ ~  million. Their net p ro f i t s  for  the 
year amounted t o  about ~~$154,000.  

The consumer cooperative is  one of the simplest means available 
t o  improve the econmic l o t  of the individual. It i s ,  i n  effect ,  a 
non-profit wholesale dis tr ibutor  which buys consumer products for  i t s  
members in bulk, thereby bypassing the t radi t ional  r e t a i l e r  sel l ing t o  
individual consumers. There are a t  present about 52 incorporated 
consumer cooperatives i n  the Dominican Republic, with almost 8,200 
members and an FY 1957 sales  volwne of more than RD$4 million, and net 
prof i t s  for  the year of about RD$190,000. In  addition, there are about 
39 unincoqmrated consmer cooperatives with almost 2,300 members, an 
FY 1967 sales  volume of close t o  RD$2 million, and estimated net p ro f i t s  
of about E I D $ ~ ~ ,  000. 

By lowering the prices paid by i t s  members for  consumer goods, 
t h i s  type of cooperative represents an effective means of raising rea l  
standards of living. Thus, since consumer cooperatives are predominantly 
organized by lower-income groups, they tend t o  adjust a highly unequal 
income distribution i n  t h e i r  favor. An examp1.e of t h i s  function i s  



UNCLASSIFIED 

furnished by a scarcity of peanut o i l ,  a basic food commodity in the 
Dominican Republic, in l a t e  1965. A s t r ike  a t  the peanut factory froze 
supplies of peanut o i l  and merchants hoarded the scarce cammodity u n t i l  
i t s  price doubled. Consumer cooperatives, however, continued t o  s e l l  a t  
the old price, thereby raising the r e d  standard of l ivlng of lower-inccane 
groups relat ive t o  tha t  of high-incane groups. 

AID'S experience with credit  unions has proved them t o  be an 
extremely effective means of mobilizing local  rura l  savings and of 
reducing the cost of credi t  t o  the i r  members. In the Dauinican Republic, 
a group of a t  l eas t  15 persons i s  required by law in order to  f o m  an 
incorporated credit  union. Each member& the credit  union pledges a 
specified minim= contribution t o  a joint savings pool. These savings, 
coupled with the credi t  unions' borrowing capacity, constitute a revolving 
loan fund for members. The directors of the credi t  union determine the 

lending rate,  which in the DR averages 1% per month on the unpaid balance. 

The number of incorporated and unincorporated credit  unions i n  
the Daminican Republic i s  almost as  large as tha t  of a l l  other types of 
cooperatives combined:* l l 7  incorporated credit  unions have a membership 
of about u ,895 with an FY 1967 transactions volume of more than ~ $ 1  
million. The 82 unincorporated credit  unions have 4,266 members and had 
an FY 1967 transactions volme of about ~ $ 0 . 5  million. F'Y 1467 net 
p f i t s  were about ~ ~ $ 3 4 , 5 0 0  and ~ ~ $ 1 4 , 4 0 0  for  incorporated and unincor- 
porated credit  unions respectively. The benefits of credit  unions in 
the agricultural sector accrue mainly t o  small farmers who are unable t o  
obtain low-cost credit  from alternative sources. Thus credi t  unions, 
l i k e  other types of cooperatives, i n  effect  raise the rea l  standard of 
l iving of low-income groups. 

Cooperatives and credit  unions can be equally effective i n  the 
industrial  sector. Small producers of handicrafts and simple manufactured 
products stand t o  gain as much as  the i r  agricultural counterparts by 
organizing into cooperatives. The number of industr ial  cooperatives in 
the DR i s  s t i l l  relat ively mu. There are only 14 incorporated and ll 
unincorporated industr ial  cooperatives in the country, with about 400 
members in each category and FY 1967 sales volume of ~~$695 ,000  and ~~$160,000,  
respectively. These cooperatives have been organized mainly in the production 
of shoes, clothing, furniture and cigars. FY 1967 net prof i t s  were about 
RD$27,800 and ~)$6,400 for  incorporated and unincorporated industr ial  
cooperatives. 

- * Although the number of credit; unions i s  large, IDWOOP and the USAID 
consider tha t  technical assistance for credit  unions is  needed. (see 
Section I I I C  above). 



Cooperative agro-industries can be RKI effect ive means of rural 
4 evelopent ,  espec ial1.y in %heir em~lopmt -c rea t ing  function and by 
sew-kg eo a market and stimu3.u~ t o  increased agricul tural  production. 
3y e ~ m d i n g  r aa l .  employm5nt and increasing f t s  attractiveness,  the 
growth of' sccil 2-dwtxries will help t o  cornhat, the r i s ing  urbari rmemploy- 
nerf sesu1 tL -n~  f'rcc? large-scale rural-urban migration. 0 ther  exist- 
aai! 3 , tent i~? areas of cooperative organization include housiug, water 
sl.r@y ml e lec t r i f ica t ion .  

I f  effect ively organized and operated, agr icul tural  cooperat,ives, 
rsnsmer coopesatj.ves, c red i t  unions ar~d indus t r ia l  cooperat.hves w i l l  
bring about a s ignif icant  improvement i n  both n w a l  a d  urban standards 
9 - By raising income leve ls  and se t t i ng  minimum standards for  
savbg, they will, promote investment. In addition, they w i l l  have a 
substant ia l  i ~ y s c t  on agricul tural  and indus t r ia l  productivity by supply- 
ing  the small individual aroducer wftk input8 t h a t  were formerly beyond 
his -each, by cheapsing such inputs t o  larger  producers in coopera- 
t,ives. 

The cooperative movement i n  the Dcanlnican Republic performs not 
only economic but several  important soc ia l  functions a s  well.. By 
drawing people together in a joint  economic e f for t ,  cooperatives 
help educate them in the simple processes of cooperation, organization 
and management. By brbghg within the small producer's reach new means 
of production, often involving new production techniques, cooperatives 
help t o  W h e r  the task of education. 

The Paminican campesino i s  often described as a "marginal" 
member of hfs society due t o  h i s  lack of par t ic ipat ion in i ts  social ,  
econmic and p o l i t i c a l  growth. The existence of an economically success- 
ful cooperative can do a great deal t o  instill in the campesho a new 
confidence in h i s  own a b i l i t i e s  and in the democratic process by which 
it i s  operated. The low-inccane urban producer, soanwhat l e s s  marginal 
than h i s  rural counterpart, benefi ts  similarly. I n  t h i s  way, the coopera- 
t i v e  movement reinforces existing A I D  T i t l e  I X  e f for t s .  

A I D  has been d i r ec t ly  or  ind i rec t ly  involved in large scale 
cooperative e f fo r t s  in other countries in Latin America whose economies 
are  s l b i l a r  t o  the Damhican Repuklic's. I n  Bolivia and Ecuador, f o r  
example, it i s  estimated tha t  agr icu l tura l  cooperatives have produced a 
10-2@ increase i n  the b c m e s  of t h e i r  members over a re la t ive ly  short 
period of time. The importmce of cooperatives t o  economic and agricul- 
t u r a l  developnent i s  also supported by the case of Puerto Rico, a 
neighboring island which 30 years ago faced many of the same economic 
problems now conf'ronting the DR. A t  t h a t  time the Puerto Rican econcpny 
was principally Sasec? on the production of sugar and other t rop ica l  
agr icul tural  exports. Rural pover$y was r i f e  and the  majority of the 



ru ra l  population contributed l i t t l e  t o  the country's econcunic growth, 
Through a variety of factors, a major one of which was the development 
of cooperatives in agricultural production, income levels of Puerto Rican 
agricul tural  workers increased loo$ over a ten-year period.* 

C ,  Federation structure - Private sector representation 

A t  the present time the federation structure of the cooperative 
movement consisting of a Confederation of Cooperatives, an Agricultural 
Cooperative Federation, a Consumer Cooperative Federation, Credit Union 
Federation and a Federation of Tobacco Cooperatives is, a t  best, a 
ske le ta l  organizationfor meeting the needs of the cooperatives and 
representing t h e i r  interests  on the national level. (See Exhibit 7). 
As mentioned above, IDECOOP of f i c i a l s  are aware of the danger in the 
extremely weak position of these Federations. IDECOOP has adopted a 
policy of loaning personnel, primarily prcunotores, t o  the various Federa- 
t ions t o  a s s i s t  them in meeting the basic needs of t h e i r  respective 
cooperatives. 

The programming and planning technician, along with the techni- 
cians assigned to each of the Federations, w i l l  have the responsibili ty 
of set t ing up a timetable and program for  putting each of the Federations 
on a self-financing basis for  two basic reasons: (1) to give the 
cooperative movement a strong, independent voice in the representation 
of t h e i r  interests  before the government o r  any other ins t i tu t ion  and (2)  
t o  reduce the need of a govement  subsidy for  the promotion, education, 
and financing of credi t  needs. Each of the technicians assigned t o  the 
respective Federations w i l l  provide the necessary expertise to improve 
the managerial capabili ty of each ins t i tu t ion  so tha t  it can independently 
plan and administer f'utuse programs. 

A major a id  t o  the capitalization of the agricul tural  Federation 
w i l l  come from the econanic ac t iv i ty  generated under t h i s  loan. The 
bylaws of t h i s  organization s t a t e  tha t  3% of the value of a loan 
received by a cooperative must be capitalized as  shares in a trust flmd 
to be administered by IDECOOP and the Federation. These monies w i l l  
l a t e r  form the base of the projected cooperative bank. In  addition, 55 
of t o t a l  sales  must be capitalized out of net income, 2% of which 
w i l l  be share capi tal  in the Federation and 3% for  the capitalization 
of the individual cooperative. 

For the other Federations, the 3% ruling on loan value w i l l  
apply t o  all cooperatives who qualify for  loans under the credi t  f'und. 
It w i l l  be the objective of the other Federations to also include i n  the i r  

* A s  estimated by AID'S Puerto Rican advisors. Ecuadorean experience 
noted in Congress by Senator Nelson. 



Sy-1~ws ,  the means for generating share capital. bott.1 for the coopera-tives 
t-,tlmAselves and the cart ic~Qsr Federation. Part of the responsibility of 
. 4. :..,~LP..? - 4  qns h4 7 .,,aL 
. . . L . .  . A - . L - ~ ~ . .  vnder %his Porn w5ll be to impLement appropriate 
cspi'teization mPas.;ir.?s. 

With the addit5.m of a cooperative Sank, as discussed in Section 
IV, t c  t>.e strengthening of the cooperative-Federation stnlcture, it is 
, - - ... oplnicn cf a= parties concerned that the cooperative novment would 
:c a, szror.g, indepe~ldent sector of the Dominican econmy. 

3, Conclusion 

The ~roposed prcject, by strengthening and expanding the 
Iki~-hnlce,: cooperative sector, will contribute signifi.cantly to the 
c o m t q - 9  sccnmic develepnent , particularly in the agricultural sector. 
With ;ow levels of private domcszi: and foreign investment, a serious 
balance of ?aTn:rr\:.s probien;, and the majority of the pop~lation engaged 
!in ag;ric-iv.l-t;-ual rczivit ie s , developen% of the agricultural sector is 
essential to overall economic progress. 

The expansion of credit to cooperatives wlll lead to an improve- 
mnt and stabilization of income for agricultural and industrial 
producers. Ry increasfng the plnchasing power of these groups, the 
credit program w513 pronote 'ine developent of local markets for low- 
cost mannfactured prodrrcts. Labor productivity in agriculture and industry 
will benefit from an expansion of cooperative credit through the availability 
cf new production inpu5s st lower prices and from the educational functions 
of cooperatives. S a p 2  and investment will be promoted and the expansion 
of credit to cooperatives will tend to increase the capitalization of 
the agricultural and industrial sectors of the economy. 

The Mission views the cooperative movement in the Dominican 
Republic as one of the principal means of introducing demccratic insti- 
tutions at the grass-roots level. The recent spurt in the grcvrth of 
cooperatives and groups seeking to became cooperatives, the Office of 
Community Developnent' s efforts to stimulate self-help groups, a ~ d  the 
grow.lag interest in the improvement of municipal administration, indicate 
a naticnal awakening to the fundamental importance of voluntary group 
action. The support of cooperatives is in conformance with the following 
stated Mission goal: 

"Establish, throw ccpmnunity developnent activities, 
sub-munici,pal, grass-roots associations with potential 
for local organization and oeif-government ." 

The s~port of cooperatives is also an integral part of the Mission's 
efforts to comply with Title M of the Foreign Assistance Act. 
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The growth of the cooperative movement in the United States has 
amply demonstrated tha t  strong cooperatives in  ru ra l  areas can became a 
motivating force for  area developnent and improved loca l  government. 
There is  no reason t o  believe tha t  cooperatives cannot or  should not 
perform similar functions in the Dminican context. A t  t h i s  time, the 
cooperative movement i n  the Dbinican Republic has already begun t o  par t i -  
cipate in the international cooperative movement and t o  develop especially 
strong t i e s  with i t s  US counterpart. 

One& the chief US econanic assistance obdectives is t o  bring 
about a "more equitable income distribution, and increasing oyportunities 
for  participation of the common man in a l l  aspects of national l i fe ."  
Since, as has been pointed out in the financial analysis, cooperatives 
tend to  help the individual fanner, fisherman, consmer, and manufacturer 
by regulating and controlling prices t o  the established re ta i le rs ,  middle 
men and commercial lenders,the promotion of more and be t te r  administered 
cooperatives i s  one of the principal means open t o  the Mission t o  improve 
incme distribution. 

The social  flmctions of cooperatives have already been referred 
t o  above. They w i l l  contribute significantly t o  increasing the scope 
of the common man's participation in Daninican national l i f e .  Voluntary 
cooperative associations are the most effective available means by which 
small Dominican producers can make the i r  voices heard in what i s  s t i l l  a 
relat ively oligarchic rural econmy. The Mission considers the coopera- 
t ive  movement t o  be an effective multi-pronged approach t o  raising 
agricul tural  and industr ial  income, productivity, and participation in 
the Dominican economy. Present trends indicate tha t  the need and the 
demand for  cooperatives i n  the Dominican Republic, and especially in  the 
ru ra l  areas, will continue unabated over the next few years. 



V I  - FLU - - - . - .- 

'The p l a n s  s n l  c o s t  e s t i l n a t e s  n e c e s s a r y  f o r  t h e  e x e c u t i o n  of  t h e  
q r o j e c t  a r e  c o n s i ~ l e r e d  t o  be  adequa te  LO rcasonah ly  de te rmine  t h e  
m o u n t  of  US a s s i s t a n c e .  r e q u i r e d  t o  c a r r v  o u t  the proposed p r o j e c t  
s ~ ~ c c c s s i u l l v .  



SECTION VII - IMPACT OF PROPOSED LOAN ON PRIVATE SECTOR -- -- 

The e n t i r e  p r o j e c t  i s  aimed a t  increas ing  t h e  p r i v a t e  cooperat ive  
s e c t o r .  Although part  o f  the  funds l e n t  t o  the  GODR w i l l  be used t o  
pay f o r  equipment and t r a i n i n g  f o r  IDECOOP employees, most o f  t h e s e  
funds w i l l  b e  used t o  provide t e c h n i c a l  support and c r e d i t  t o  p r i v a t e  
groups.  



SECTION VIIL - PROSPECTS FOR IiEPAYTlENT AND I?@ACT ON US CCONO'lY ---- -----. ----- -- ------- -- 

r3ased on t h e  c u r r e n t  e x p e r i e n c e  of t h e  ITSAID Efission,  t h e  p r o j e c t  
* o m i t t e e  f e e l s  t h a t  t h e r e  i s  a r e a s o n a h l e  p r o b a b i l i t y  t h a t  thcse loa i ls  
w i l l  be rcnnid. ( T h i s  s u b j e c t  i s  t r e a t e d  more f u l l y  i n  S e c t i o n  V I C  of 
the Educa t ion  S e c t o r  Loan P r o p o s a l ) .  

T F e  V S  ~ r o c u r e m e n t  provided f o r  i n  Lhese l o a n s  w i l l  be of d i r e c t  
b e n e r i t  t o  t h e  US economy. The  c o o p e r a t i v e  and a g r i c u l t u r a l  development 
s t i m u l a t e d  i n  t h e  Dominican Re?ubl ic  w i l l  n o t  have a n  a d v e r s e  e f f e c t  on 
t ' l ~  'IS economy. 



SECTION IX - IMPLEMENTATION PLAN --- 

a. Loan Implementation - -- 
This project will be carried out for the GODR by IDECOOP with 

a large technical assistance complement and guidance from the USAID 
Yission to the Dominican Republic. No particular implementation 
problems are envisioned by the USAID. 

IDECOOP has presented its budget to the GODR which includes 
the addition of approximately 35 people to its staff to provide the 
base of rnanpower to undertake this expanded program. The loan agreement 
with the GODR will contain a covenant bindinz the GODR to contribute at 
least QD$720,Q00 annually for the operational budget of IPECOOP. Loan 
disbursements will thus depend on the receipt by TDECOO? of thc budget 
amount prorated on a monthly basis. 

b. A Recommended Conditions Precedent to Disbursement 
---A - --.------- ..-- 

I. Usual lezal requirements in a form satisfactory to USAID 
(lepal opinion, borrower's representative, etc.). 

2. Evidence that the GODR has a~proved the IDECOOP budget of 
~D$720,000 per pear and has started disbursements accordin2ly. 

3. Evidence that IDECOOP has a sufficient, adequately trained 
staff to meet the requirements of an expanded promotion program. 

4. Policies and standards in a form satisfactory to USAID 
which IDECOOP will anply in making loans from the proinotj.on credit fund. 

5. Evidence that the credit fund lending policies will be in 
keeping with established GODR crop priorities. 

6. Evidence that the technical assistance for IDECOOP and 
the cooperative movement has been arran3ed and will arrive within 3 
reasonable period of time. 

c . Additional Cond i.t ions 

1. The credit funds provided under the loan agreement, and 
the repnwlents (bnt!l intcres t and principal) deriving from sub-loans, 
can be lent onlv to production or production-related cooperative 
nrojects. 

2. Any sub-loan made to a cooperative with an outstandin? 
debt balance of PB$l5,000 or more, or a new sub-loan for YD$15,000, 
must receive 419 concurrence. 



3. The r e f i n a n c i n g  of anv s ~ r ! ~ l o a n  must have USAID con- 
c u r r e n c e .  

4 .  The i n t e r e s t  r a t e  s t r u c t u r e  a p p l i c a b l e  t o  sub- loans  w i l l  
be 3% t o  IDECOOP, 2:; t o  t h e  a p p r o p r i a t e  f e d e r a t i o n ,  and 12 t o  t h e  
i n d i v i d u a l  c o o p e r a t i v e .  Any i n t e r e s t  rate c5ange w i l l  h e  s u h j e c t  t o  
IDCCOOP and DSAID a ~ b r o v a l .  

5. Tach c o o p e r a t i v e  r e c e i v i n y  a sub- loan must c a p i t a l i z e  a t  
l e a s t  3Z of  t h e  v a l u e  of  t h e  sub- loan t o  be p laced  i n  a  t r u s t  fund 
a i n i n i s t e r e d  under IDECOOP and t h e  a p p r o p r i a t e  F e d e r a t i o n .  

6. The t r u s t  fund, d e r i v e d  from t h e  c a p i t a l i z a t i o n  of 3% of 
each sub-loan,  w i l l  a u t o m a t i c a l l y  p a s s  a s  c o o p e r a t i v e  s h a r e  c a p i t a l  
t o  t h e  c o o p e r a t i v e  bank, upon i .ncorpora t ion  of s a i d  i n s t i t u t i o n .  

7 .  The disbursement  of l o a n  funds  above RD$2,000,000 w i 1 . l  be 
s u h j e c t  t o  a  d e t a i l e d  rev iew of t h e  c r e d i t  o p e r a t i o n  by OSAID. 

8. USAID s h a l l  have t h e  r i g h t ,  from t ime  t o  t i m e ,  t o  d e c l a r e  
c e r t a i n  c r o p s  a s  i n e l i g i b l e  f o r  f i n a n c i n g  under t h e  l o a n  agreement.  

9. IDECOOP w i l l  c o o r d i n a t e  i t s  e f f o r t  o f  a g r i c u l t u r a l  l o a n s  
wi th  t h e  S e c r e t a r i a t  of A g r i c u l t u r e ,  A2ra r ian  Reform, O f f i c e  of 
Cornuni ty  Development, AR Bank, and any o t h e r  i n s t i t u t i o n s  working i n  
t h i s  f i e l d .  

10 .  IDECOOP w i l l  e s t a b l i s h  w i t h i n  a reasonab1.e t ime an e f -  
f i c i e n t  s t a t i s t i c s  f a c i l i t y  t o  p rov ide  i n f o r m a t i o n  and d a t a  on co- 
o p e r a t i v e  a c t i v i t i e s .  

11. IDECOOP w i l l  f u r n i s h  USAID w i t h  a copy of any o u t s i d e  
s tudy  o r  r e p o r t  concern ing  i t s  i n t e r n a l  o r g a n i z a t i o n  and w i l l  c o n s u l t  
wi th  USAID r e g a r d i n g  any s t e p s  i t  p l a n s  t o  t a k e  t o  implement any recom- 
mendations con ta ined  i n  such a s t u d y  o r  r e p o r t .  

12.  Upon i n c o r p o r a t i o n  of a  c o o p e r a t i v e  bank and a t t a i n i n g  
pa id - in  s h a r e  c a p i t a l  of a t  l e a s t  IiD$250,000, LDECOOP and USAID w i l l  
a g r e e  upon a mutua l ly  s a t i s f a c t o r y  t r a n s f e r  of  a t  l e a s t  RnS2,000,000 
of t h e  c r e d i t  fund t o  t h e  c o o p e r a t i v e  bank a s  a n  i n c r e a s e  t o  i t s  
l e n d i n p  c a p a c i t y .  

13. IJSATD s h a l l  have t h e  r i ~ h t  a t  a 1 1  r e a s o n a b l e  t imes  t o  
i n s p e c t  t h e  program, t h e  u t i l i z a t i o n  of a l l  goods and s e r v i c e s  f i n a n c e d  
under t h e  Loan, and the Borrower 's  books,  r e c o r d s ,  and o t h e r  documents 
a p p l i c a b l e  t o  t h e  Loan. 
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FINANCE DEPARTMENT 

ACCOUNT OF PERSOLNEL BY SECTISNtVD CATEGORY 

Of f i ce  of t h e  Deputy F i n a n c i a l  Manaper 
(General Manager) : 

NAMT & BIOGRAPHICAL DATA 

Ramon Emilio Savinon: 38 yea r s  of age. 
C o n t r o l l e r ,  graduated from t h e  Banking and 
Commerce School of Mexico. Among o t h e r  
p o s i t i o n s ,  he has occupied those  of D i rec to r  
of t h e  Department of Credi t  of t h e  "Corporation 
de Fomento I n d u s t r i a l " ;  D i rec to r  of t h e  Indus t ry  
Dcpt . of t h e  "Corporation de Fomento I n d u s t r i a l "  ; 
Deputy F inanc ia l  Manager of IDECOOP. 

TITLE - 
Deputy F inanc ia l  Manager 
(General Manager) 

Guillermo Augusto Taylor Freeman: 57 yea r s  of Con t ro l l e r  of t h e  Finance 
age. C e r t i f i e d  Pub l i c  Accountant; Univers i ty  Department 
w' , -ee i n  Economics; Licensed Secondary School 
reacher.  H e  has ,  among o t h e r  p o s i t i o n s ,  
occupied those  of:  In spec to r  of Pub l i c  
Education; Spec ia l  Professor  a t  t h e  "Universidad 
Autonoma de  Santo  omi in go"; I n t e r n a l  Revenue 
Inspec tor ;  IDECOOP Loan Of f i ce r ,  and Direc tor  
of t h e  IDECOOP Credi t  Department. 

Of f i ce  of t h e  Comptroller: 

Lic .  Guillermo A. Taylor F. 
Univers i ty  degree i n  Commercial Science; 
C e r t i f i e d  P u b l i c  Accountant 

Pablo Cesar Soriano Mena: High School 
degree;  Commercial and Accounting course.  

Candido Martinez Taveras: High School 
degree; Conmercial and Accounting course  

Comptroller 

Accountant 

Assistant Accountant 

UNCLASSIFIED 
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Loan Department: 

Lic. Miruel An~el Bernandez Sepulveda 

33 years of age. Certified .Public Accountant, 
graduated fron the Autonomous University of 
Santo Domingo with a degree of Licenciste in 
Commercial Sciences. Has a Certificate of 
Assistance to the Agricultural Marketing course 
sponsored by the Secretariat of Agriculture and 
also for the course in Project Evaluation 
sponsored by the Banco Central of the Dominican 
Republic and the InterAmerican Development Bank 
(IDB). He has held the following positions: 
Accountant in the Secretariat of Labor, 
Inspector Accountant in the old Inspection 
Department of IDECOOP, Head of the Credit 
Department. 

Lic. Alberto Anduiar Ozuna: Certified 
Public Accountant 

Lic. Eliseo Ant. Nataniel C.: Certified - 
Public Accountant 

Castor Jimenez Soler: High School degree; 
Marketing Specialist 

Account ant 

Accounting Analyst 

Accounting Analyst 

Marketing Assistant 

SOURCE: Institute of Development and Credit Cooperative (IDECOOP) 

Santo Domingo, D.R. 

UNCLASSIFIED 



USAID AJD GODR ASSISTANCE TO IDECOOP* 

Year Total U S GODR AGREEMENT-- PURPOSE -- 

Loan No. 001 ($25m.),Agree- Loans to cooperatives. 
ment No. 25, 1/30/63. Technical Assistance 
FY 1963 Technical to cooperati.ves. 
Assistance Grant 

- Operating expenses. 

- Operating expenses. 

- Operating expenses. 

Loan No. 011, ($40 m. Cooperative credit, 
Supporting Assistance), promotion and misc. 
Investment Agreement IDECOOP expenditures. 
No. 10, 8/10/66 

- Operating expenses. 

Consumer cooperative 
credit and promot ion. 

Loan No. 011, Investment Hurricane relief loans 
Agreement No.26, 3/29/67 to coffee cooperatives. 

- Operating expenses. 

Inv. Agreement No. 10. Rehabilitation of cacao. 
9/18/67 

Inv. Agreement No. 8, Rehabilitation of plantains 
15/4/67 

P. 

TOTALS 3,102,290 1,388,434 1,713,856 

1/ As of Dec 31, 1967 - 
* RDS1.00 = USS1.00 Source: USAID and IDECOOP 



Loans 
Cooperative Approved 

Espaillat, Inc. 55.000 
Canca Reparacion 6 .OOO 
El Roblegal 34.000 
Caficultores Bani 31.240 
IDSA 176.076 
FETAB 74.410 
El Amparo 12 -000 
La Altagracia 12.655 
Tenares 3.608 
San Isidro 14.844 
Fed. Dom. Coops 1.000 
Monte Llano 9.800 
Juan Caballero 

0 
13.980 

Criadures del Cibao 6.700 
700 

u Fed.Nac.Coops Agrops, 50.000 
Inc. 

La Altagracia 5.000 

TOTALS : 507.013 

Percentage of 
Portfolio 
Outstanding: 

IDECOOP 
GENERAL REVOLVING CREDIT FUND 
ANALYSIS OF LOANS OUTSTANDING 

(as of 31 January 1968) 

Loans Less 
Pending than 30 - 60 60 - 90 90 - 180 180 days - 1. year 
31/12/67 30 days days days days 1 year or more 

BESTAVAILABLE COPY 



Type of Course 

Cooperative 
Extensionists 

Cooperative 
Directors 

Cooperative 
Yanagers 

Cooperative 
Treasurers and 
Bookkeepers 

UNCLASSIFIED 
ANNEX I, Page 6 o f l o  
Exhibit  5, Page 1 of 2 

IDECOOP EDUCATION PROGRAM 
(1969) 

Duration of Course Number of Courses 

30 days 1 
1 day 12 

30 days 
15 days 
5 days 

Cost (RD$) 

30 days 2 12,000 

30 days 2 12 , 000 

Cooperative 30 days 
Harketing Supervisors 

Federation and 2 days 
Confederation Directors 1 day 

Cooperative 
Yembers 

5 days 4 
3 days 14 
1 day 5 3 - 

Total 116 88,730 

Resume of persons trained: 

Cooperative Extensionists: 4 0 
Cooperative Directors: 420 
Cooperative Managers: 80 
Cooperative Treasurers and 

Bookkeepers : 8 0 
Cooperative Members: 3.420 

Total 4,040 
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IDECOOP EDUCATION PROGRAM 
(1970) 

Type of Course Duration of Course Number of Courses Cost (RDS) 

Cooperative 30 days 
Extensionists 1 day 

Cooperative 
Directors 

30 days 
15 days 
5 days 

Cooperative 
Yanagers 30 days 

Cooperative Treasurers 
and Bookkeepers 30 days 

Marketing Supervisors 30 days 

Federation and 
Confederation Directors 2 days 

1 day 

Cooperative Members 5 days 
3 days 
1 day 

Total 

Resume of persons trained: 

Cooperative Extensionists: 4 0 
Cooperative Directors: 420 
Cooperative Managers: 8 0 
Cooperative Treasurers and 

Bookkeepers: 8 0 
Cooperative Members: 3,410 

Total 4,030 

UNCLASSIFIED 
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IDECOOP EDUCATION PROGRAM 

(1969 - 1970) 
Equipment Request: 

Item - Number 

Slide projectors 10 

Portable Power Plants 10 

Portfolios - Educational 
material 2 0 

Motion Picture Projectors 4 

Portable Megaphones 10 

Flannelboards 2 0 

Library Equipment various items 

Subtotal 

Materials Request: 

Pamphlets 

Wall posters 

Sheets of paper 

Books and Manuals 

Motion pictures 

Subtotal 

TOTAL 

Total Cost 

$ 1.195 ' (US) 

$ 2.640 (US) 

$ 1.000 (RD) 

$ 2.200 (US) 

$ 1.250 (US) 

$ 500 (RD) 

$17.000 (US) 

25.785 

$10,285 (RD) 

500 (RD) 

$ 1.000 (RD) 

$ 2.070 (RD) 

3 4.900 (US) 

18.755 

44.540 

(TOTAL US) 
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Confederation and Federation Structure 

Present Staffing Pattern 

(15 March 1968) 

Confederation of Cooperatives (Represents national coop movement and 
coordinates federation activities) 

1 Executive Director 
1 Director of Education and Assistant 
1 Director of Promotion 
1 Typist 

Income in 1967 - $37,382 ($28,918 donated by International 
institutions) 

Credit Union Federation (represents 71 incorporated credit unions) 

1 Executive Director 
I Secretary-Accountant 
2 Extensionists - (paid for by IDECOOP) 

Income in 1967 - $16,260 
Agricultural Cooperative Federation - (Represents 20 Ag cooperatives and the 

Tobacco Coop Federation) 
1 Executive Director 
1 Auditor 
1 Bookkeeper-Secretary 
3 Administrators (3 coffee warehouses) 
4 Extensionists (2 paid for by IDECOOP) 

Income in 1967 - $7,450 (Legally constituted in June 1967) 

Consumer Cooperative Federation - (Represents 44 incorporated cooperatives) 
1 Executive Director 
1 Secretary-Accountant 
2 Extensionists (paid for by IDECOOP) 
1 Messenger 

Income in 1967 - $14,530 
Santo Domingo Warehouse (Managed by Exec. Dir. of Federation) 

1 Despatch Agent 
1 Accountant 
1 Truck Driver 
1 Typist 
1 Laborer 

La Vega Warehouse 

1 Manager 
1 Accountant UNCLASST'FIED 
1 Typist 
1 Despatch Agent 
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SA??PLE OF ACTIVITIES BY PERSONS WHO HAVE 
ATTENDED IDECOOP COURSES 

Sr. Francisco Guerrero Andujar 
uemher of Board of Directors of Ag. Cooperative "San Antonio" 
Deputy to National Congress 

Sr. Reinaldo Cruz 
Ex-President, Acricultural Cooperative "EspaFllat" 
Candidate for Tom. Council-Villa Trina 

Sr. Jose Antonio Moreno 
Director - School of Cooperatives, Pedro Henriquez Urena University 
Sr. Guillermo Au~usto Taylor 
Professor of Economic Policy in Economic Development, 
Pedro Henriquez Urena University/ 
Professor of Cooperative Administration-PanAmerican Ilnion 

Sr. Arturo Felix 
Community Leader - Rarrio "~aximo Gomez" - Santo Domingo 
Sr. Ruenaventura Garo Terrero 
Community Leader - Enriquillo, Province of Barahona 
Sr. Efrain Javier Ratlsta 
Yenher of the Board of Directors - Consumer Cooperative "Santa h a "  
Candidate for Councilman in Santo Domingo 

Sr. Esmeral-do Hcnriquez 
Member of Eoard of Directors - Consumer Cooperative "Bonao" 
Candidate for Mayor of Ronao 

Sr. Francisco Antonio Abreu 
Treasurer - Credit Union "~cacia" 
Mmber of Board of Directors of Catholic Laymans Organization 

Sr. Manuel de Jesus Luna 
Community Leader-Ronao 

Sr. Pedro Antonio Perdomo 
Community Leader and Director of Group for Community Proqress. 
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June 14, 1968 
A.1 .D. 1240-3 (11-67) DOMTNICAN REFIJB1,IC - COOPEFMTIW R A M  LOAN 

CHECKLIST OF STATUTORY CRITERIA 

(Alliance for Progress) 

I n  the right-hand margin, summarize f o r  each item the  infonnation o r  conclusion 
requested. As necesszry, reference the  sect ion(s)  of the  Capital  Assistance 
Paper, o r  o ther  c lea r ly  iden t i f i ed  and available document, i n  which the matter 
i s  fur ther  discussed. This form may be made a par t  of t he  Capital Assistance 
Paper. 

The following abbreviations a re  used: 

FAA - Foreign,Assistance Act of  1961, as amended by the Foreign Assistance 
Act of 1967. 

App.- Foreign Assistance and Related Agencies Appropriations Act, 1968. 

COUNTRY PERFORMANCE 

Progress Tcwards 'Country ' Goab 

1. FAA 6.208: §.251(b)(2); §.251(b)(5); 
6.252 (b )  ( 6 ) .  Extent t o  which 
country i s :  

a. Making a?propriate e f f o r t s  to . I n  recent  years  t h e r e  has been 
increase food production and s i g n i f i c a n t  growth i n  a g r i c u l t u r a l  
*rove means for food storage production i n  t h e  Dominican Repub1 i.c, 
and distribution. p a r t i c u l a r l y  i n  .food crops f o r  

Dominican consumption and expor ts  
such as winter  vegetables.  

b. Beating a f a v o d z e  cZimate b. The cl imate f o r  fore ign and 
for foreign and domestic Private domestic p r i v a t e  e n t e r p r i s e  and 
enterprise and inuesbent .  investment has been s t e a d i l y  

improving over t h e  p a s t  two years .  
Severa l  major investments a r e  now being  
considered o r  a.re ready f o r  imple-mentation. 

- C. Increas;ng the pUbzic1s r o b  c. The pub l i c ' s  r o l e  i n  t h e  development 
i n  the deve Zopmenta Z process. process i s  being encouraged through t h e  

programs of t h e  A .  I. D. and t h e  GODR. 

UNCLASSIFIED 
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d. Allocati?g experditccres t o  d. Dominican expenditures  f o r  
development rather than t o  unnec- m i l i t a r y  purposes have been he ld  
essary m i l i t a q j  purposes or at a cons tant  l e v e l  dur ing  r e c e n t  
in tervent ion i n  other free cottn&est years  and a r e  not  f o r  purposes of 
a f fa i r s .  i n t e rven t ion  i n  a f f a i r s  o f  o t h e r  

Free  Countr ies .  

e.  Will ing t o  contribute e. The GODR has i n d i c a t e d  i t s  
t o  the project or program. wi l l ingness  t o  cons ider  a l l o c a t i n g  

t h e  necessary funds f o r  t h i s  
purpose. 

f .  Making economic, social ,  and 
p o d i t i c a ~  r e f o m s  such as tax  
coZZectx:on finprovments and changes 
i n  Zand t e n m e  arrangement, and 
makirg progress tawmd respect  
for the r u b  of Zm, p e e d m  o f  
e q r e s s i o n  and of the press, and 
recognizing the  importance o f  
indiv idual  freedm, i n i t i a t i v e ,  
and private enterprise.  

g.  Adhering t o  the principles o f  
the  A c t  of Bogota and Charter o f  
Punta del  Este. 

f .  The tax y i e l d  obta ined  by t h e  
GODR i s  one o f  t h e  b e t t e r  i n  
L a t i n  America and s i g n i f i c a n t  
improvements a r e  con t inua l ly  being 
made i n  c o l l e c t i o n  processes .  
Freedom o f  expression and o f  t h e  p res s ,  
and r ecogn i t ion  o f  o the r  i nd iv idua l  
freedoms a r e  va lues  which t h e  
Dominican Government i s  promoting on 
a cont inuing  and more s i g n i f i c a n t  
s c a l e .  
g. The Dominican Republic is  
adhering t o  t h e  p r i n c i p l e s  o f  t h e  
Act and Charter .  

h. Responding t o  the vii%i! h.  The p resen t  Government i s  respon- 
emncinic, po l i t i ca l ,  and social  s i v e  t o  t h e  v i t a l  economic, ~ o l i t i c a l ,  
concerns of  i t s  people, and and s o c i a l  concerns of i t s  people.  
demonstrating a clear detemina- 

I 

t i o n  to take e f f e c t i v e  se l f -help  
measures. 

FAA g. 252 ( b )  . 
wnclus ion  on 
t o  repatriate 

Information and 2 .  Account has been taken  o f  t h e  
country ' S  e f f o r t s  e x t e n t  t o  which t h e  Dominican R e p b l j c  
capi tal  invested i n  is  making reasonable e f f o r t s  t o  ' 

&he+& countries hy i t s  m n  encourage repatriation of  c a p i t a l  i n -  
c i t i z ens .  ves ted  i n  o t h e r  c 0 u n t r i . e ~  by i t s  own 

c i t i z e n s .  
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Relations With 'U; S .  ' ~ r id 'o ther  'Nations 

3. FAA 8.620(c) I f  assis*mce t o  3 .  The Dominican Republic is not 
a government, existence o f  indebt- known to be indebted to U.S. 
edness t o  a U. S. c i t i z e n  for g c o h  citizens in , n y  such manner. - 
or services furnished or ordered 
where such ckt izen has exhausted. 
avaiZabZe legal remedies, debt i s  
not denied or contested bb such 
goverwnent or indebtedness arises 
under an unconditional goverment 
guaranty. 

4. FAA 8.620(d) I f  a s s i s tmce  for 4. Not applicable. 
any productive enterprise which 
w i l l  conpete i n  the U. S. with 
U. S. enterprise, existence o f  
qreement by the recipient country 
t o  prevent export t o  the U. S. o f  
more than 20% of the enterprise's  
annual production during the l i f e  
of the loan. 

5. FAA f?.620(e)(l). I f  assistcmce 5 .  The Dominican Republic has not 
t o  a goverment, extent t o  which taken such 
it ( inc  luding government agencies 
or subdivisions) has taken any 
action which has the e f f e c t  o f  
nationalizing, expropriating, or 
otherwise seizing ownership or 
control of property of  U. S. 
c i t i zens  or e n t i t i e s  benef ic ial ly  
owned by them without taking steps 
t o  discharge i t s  ob ligations. 

6 .  FA 8.62o(i!) Information whether 6 .  Adequate measures have and are 
the  muntry pemits, or f d z s  to being taken by the Dominican 
take adequate measures t o  p~event ,  Republic in this regard. 
the damwe or destruction, by mob 
action, i f  U. S. property. 

- 

UNCLASSIFIED 
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7. FM 6.620( 2 ) .  Consideration which 7 .  The Dominican Republic has 
has been given t o  denying assistance signed and i n s t i t u t e d  such an 
t o  a gove-mlent which a f ter  agreement. 
~ecember 31, 1966, has failed t o  
i n s t i t u t e  the inves &ent guaranty 
progrm for the speci f ic  r i sks  of 
inconvertibili ty and exprop&ation 
or confiscation. 

8. FAA§.'620(o). I f  corntry has 8 .  The Dominican Republic has 
seized, or imposed any penalty or not  taken any such ac t ion .  
sawt ion  against, any U. S. fish- 
ing vessel on accouzt o f  i t s  
fishing ac tdv i6es  i n  international 
waters, consideration which has 
bezn given t o  denying assistance. 

9 .  FAA 8.620(- 1 Existence o f  default 9. A t  t h e  time of p repara t joc  
loan t o  the country. of t h i s  paper t h e r e  i s  no d e f a u l t  

under any FAA loan t o  t h e  
Dominican Republic. 

10. FAA 8 .6201 t ) .  Prohibition on aid 10. Not appl icable .  
if country has severed d i p  Zmatic 
retutions with U .  S., unless 
agreements have been negotiated 
a f t e r  reswnption of reZations. 

11. FAA g. 620ful. Status of the 
country on delinquent U.  N.  
obligations. 

12. FAA g. 209. Information about 
muZti lateral assis tancc b e i q  
furnished t o  the country. 

11. To t h e  b e s t  of our knowledge 
t h e  6ominican Republic is  not  
del inquent  on any U.N. ob l iga t ions .  

12. Other i n t e r n a t i o n a l  f i n a n c i a l  
i n s t i t u t i o n s  a r e  p resen t ly  provi.di.ng 
ass i s t ance  t o  t h e  Dominican Republ-ic. 
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13. FAA 8.620(a); A p p .  ' 1 0 7 ( d )  'drld (b )  . 13. The Dominican Republic has  
'cq  lance with prohibitions against n o t  knowingly provided any such 
ass-{stance t o  Cu3a and any corntry a s s i s t a n c e .  
(a)  which furnishes assistarace to 
Cuba or failed t o  take appropsate 
steps t o  prevent ships or aircraf t  
mder i t s  registry frm carrying 
equipment, materials, or supplies 
frm or t o  Cuba; or (b )  which 
se l l s ,  furnishes, or permits m y  
ships under i t s  registry t o  carry 
items of primary strategic s igni f -  
icance, or items of e c o m i c  
assistance, t o  LCuba. 

14. FAA 8.620(b). I f  assistance t o  a 1 4 .  The Dominican Republic i s  
government, existence of de temi-  no t  c o n t r o l l e d  by t h e  i n t e r n a t i o n a l  
nation it i s  not controZZed by the Communist movement; t h i s  has  been 
international C m n i s t  movement. determined by t h e  Sec re t a ry  of  

S t a t e .  

1 5 .  FAA g. 620(il .  Infomation on 15. The Dominican Republic has  n o t  
represen-tation of the country been r ep resen ted  i n  any i n t e r n a t i o n a l  
a t  any international conference conference t h a t  included p lanning  
when that  representation includes and a c t i v i t i e s  i nvo lv ing  i n s u r -  

, the pknnirg of ac t i v i t i e s  r e c t i o n  o r  subversion a g a i n s t  t h e  
involving insurrection or sub- United S t a t e s  o r  c o u n t r i e s  r e c e i v i n g  
version against the U. S.  or U. S. a s s i s t a n c e .  
countries receiving U. S. 
assis  tunce . 

16. FAA g. 620 (n);  A p p .  107(b) and 16. The Dominican Republic does no t  
116. Compliance h t h  prohibition t r a f f i c  o r  permi t  t r a f f i c k i n g  wi th  - 
agains* assistance t o  countries North V i e t  -Nan. 
which t r a f f i c  or permit traf f icking 
with North Viet-Nam. 

M i  l i tury  Expenditures' 

17. FAA 8 . 6 2 0 ( i ) .  Existence of 17. No de termina t ion  has  been 
detenn.inatim that the country made t h a t  t h e  Donlinican Eepubl i.c 
is engaging i n  or p r e p d n g  for i s  engaging i n  o r  p repa r ing  f o r  

a g p s s i v e  military e f fo r t s ,  aggressive m i l i t a r y  e f f o r t s .  

UNCLASSIFIED 
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18 .  FAA 8.620 ( s )  ~ ~ f o n a t i o n -  18. The Dominican Republic 
cZnciusion whether country i s  d e v o f i k  has held i t s  mi l i t a ry  expenditures 
mnecessary pircentage o f  budget t o  a constant l eve l .  Reductions 
fop military purposes and uqi~  i n  these  expenditures a r e  expected 
foreign exchange for rnilitory e q u i p  i n  t h e  fu tu re .  
ment. 

19. 8.119. ~ n f o n a t i o n o n r e d u c t i o f l  19. The DominicanRepublic has 
i n  assistance by motozts spent by not purchased sophis t ica ted 
comtry  for th.e purchase o f  sophis- mi l i t a ry  equipment. 
t icated m i  ZCtary equipment. 

CONDITIONS 'OF THE 'LOAN 

General Sou~dness 

20. FAA g. 201 - (d )  . ~ n f o m a t i o f l  20. A . I . D .  development loans 
conczusion on ZegaZity (wader taws at terms s imi la r  t o  t h i s  loan 
of muntxy artd U. S .  1 mrd reason- have been made i n  t h e  Dominican 
r-&bness o f  Zending and retending Republic. The terms a r e  both 
terns of the Zoan. l e g a l  and reasonable. 

21. 8.251(b1(2J; 8.251(e)* 21. The techn ica l  and economic 
Infozmation and concZusion on soundness of the  p ro jec t  a r e  
a c t i v i t y ' s  economic and technical described f u l l y  i n  t h i s  loan paper. 
soundness, including i n f o n a t i o n  An appl ica t ion has been made by 
on ava.iZabiZity of  an apptication t h e  GODR s t r e s s i ng  t h e  p r i o r i t y  
w e t h e r  with assurances t o  indicate of t h i s  p ro jec t .  
tha t  funds wi l l  be used i n  an 
ecormicaZ2y and technica Zly 
sound manner, 

22. FAA 6.251(bJ. Information and 22. There are reasonable prospects 
c o n c Z u s G 7 1  capacity of  the of repayment of thi.s loan. 
country t o  repay the loan, including 
reasonab Zcness o f  rqayment 
prospects. 
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23. FAA g. 611fq) (11. . lnfprma'&on and 23. There a r e  s u f f i c i e n t  
conclusion on avaiZabiZity of plans necessary t o  ca r ry  out t h i s  
engineering, financial, and other p r o j e c t  and a  reasonably f i rm 
pZmrs necessary t o  carry out the est imate of a l l  cos ts .  
assistance and of a reasonably firm 
estimate o f  the cost  to the U. S. 
o f  the assistance. 

24. FAA @. 611 (a )  (2J. I f  l eg is la t ive  24.  Other than l e g i s l a t i v e  r a t i f i c a -  
action t s  required within recipient t i o n  of t h e  Loan Agreement no 
country, basis for reasonable antic- l e g i s l a t i v e  ac t ion  i s  required by 
$pation such action w i l l  be t h i s  loan p ro jec t .  
completed i n  time t o  permit orderly 
accanplishment of purposes o f  loan. 

25. FAA8,611[e). Cctnpliance with 25 .  The c e r t i f i c a t i o n  prescr ibed 
requirement that  Mission Director by t h i s  sec t ion  i s  a t tached t o  t h i s  
cer t i f y ,  w i t h  respect t o  projects paper as  an Annex. 
estimated t o  cost  over $1 mill ion,  
as t o  the country's capability 
e f f ec t i ve l y  t o  maintain and u t i l i z e  
the project. 

26. FAA .' 251 1bl. Information and 26. ~ i n a n c i n ~  from other  Free 
concZusion on a v a i k b i l i t y  o f  World sources,  including o the r  - -  - 
financing from other free-world U. S. sources, - is not.' ava i l ab le  
sources, including private sources f o r  t h i s  p r o j e c t .  
within the United States .  

Loan 'p Re lationship to Achievement of  
Countm and Reaional Coals 

27. FAA 8.207; 8.251 fa) .  Extent t o  27 
which assistance re f l ec t s  appropriate - -  - 

emphasis on: a. A . I . D .  a s s i s t ance  t o  t h e  
. . Dominican Republic is encouraging 

a. Encouraging development of  t h e  development of democratic 
democratic economic, politica2,and economic, p o l i t i c a l ,  and s o c i a l '  
social ins t i tu t ions .  i n s t i t u t i o n s .  
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b . .  Self-help i n  meeting the count2"Y'6 - b. Measures taken t o  meet t h e  
food needs. Country's food needs a r e  achieving 

increas ing success. 

c .  Improving availabizity o f  c .  Ef fo r t s  a r e  cont inual ly  being 
trained manpower i n  the country. . made by t h e  GODR and t h e  A . I . D .  

t o  improve t h e  t r a i n e d  manpower * 
i n  t h e  country. 

d. Programs designed t o  meet the d. A . I . D .  and t h e  GODR have 
country Is health needs. many programs designed t o  meet t h e  

country's h e a l t h  needs. 

e. other important areas o f  economic, e.  Much of A . I . D .  's a ss i s t ance  
pol; t i ca l ,  and social development, t o  t h e  GODR i s  designed t o  meet 
i nc lud i r?  industry; free Zabor unions, t h e  needs of t h e  sec to r s  r e f e r r e d  
cooperatives, and voluntary agencies; t o  i n  t h i s  sec t ion .  
transportation and c m n i c a t i o n ;  
p lunning a d  pub Zic acbninis tration; 
urban deve lopment; and moderrzi zation 
of exis t ing laws. 

28. FAA 8.251 (b )  (31. Information and 28. This loan i s  consis tent  with 
cmcZusion on ac t iv i ty  ' s  re lution- other  development a c t i v i t i e s  and 
ship t o  and consistency with other and contr ibutes  t o  long-range 
deve Zopnent ac t i v i t i e s ,  q d  i t s  object ives .  
contribution t o  reaZizab2.e long- 
range oh jectives . 

29. FAA 8.251 (b1(71. Information and 29. This p ro jec t  i s  an e s s e n t i a l  
conclusi.on on whether or not the ingredient  f o r  t h e  achievement of 
act iv i ty  t o  he financed w i l l  con- se l f - sus ta in ing  g ro~r th  i n  t h e  
tribute t o  the achievement of s e l f -  Dominican Republic 
sustaining grawth. 

\ 

UNCLASSIFIED 
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FAA 8.281(a). Extent to which the 30. Through t h e  improvement of 
loan w i Z Z  contribute t o  the objective t he  human resources of the  Dominican 
of assuring m&un participation Republic t h i s  loan w i l l  contribute 
i n  the task o f  economic development t o  t he  objective of assuring 
on the part of the people of  the maximum par t i c ipa t ion  of 
country, through the encouragement commodity and l o c a l  governmental 
of democratic private and local i n s t i t u t i ons .  
governmanta2 ins t i tu t ions .  

31,. FAA f .  281 ( b ) .  Extent t o  which pr+ 31. The answer given t o  t he  
gram recognizes the pmticular item above i s  equally applicable 
needs, desires, and capacities o f  t o  t h i s  item. 
the of the couitzy; u t i l i z e s  
the country ' s  in t e  l lectual resources 
to encourage ins  t i t u t i m a l  develop- 
ment; and supports c iv ic  education 
and training i n  govemmentul 
s k i l l s .  

32. FAA 8 ; 602 (a)  . Infomation and 
conclusims whether loan w i  11 

32. This loan should fo s t e r  
p r iva te  r i - M t i a ~ ~ v e  and 

encourage e f f o r t s  of the country competition, cl~courage t h e  develop- 
to: (a )  increase the flm of ment of l oca l  organizations, and improve 
international trade; ( b )  foster technical  ef f ic iency of industry, 
private i n i t i a t i v e  and competition; agr icul ture ,  m d  commerce. 
( c )  encourage development and use 
of cooperatives, credit  unions, and 

' 

savings and lorn associations; (d )  
dis  courage monopolis t i c  practices; 
(el improve teclznical eff iciency 
of industry, agmkulture, and 
ccmmerce; . and (f) strengthen free 
labor mions . 

33. FAA g. 619. Comp Zimce with require- ' 33. Not applicable.  
ment that assistance t o  newly  
independent countries be furnished 
through mu Z t i  lateral organizations 
or ptum t o  mwimwn extent 
appropeate . .- 
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3 4 .  FAA g. 251 ( h )  .< Information and 34. This a c t i v i t y  i s  consis tent  
conclusion on whether the ac t iv i ty  with t h e  f indings  and recommendations 
i s  consistent with the findings arid of C I A P .  
recomendat~ons of the Inter-American 
Cormittee fop the Alliance for Progress 
i n  i t s  review of national develop- 
ment ac t iv i t ies .  

35. FAA 8.251 ( g )  . Infomation and 35. This loan is  f o r  t h e  purpose of 
.concZvsion on use of loan to ass i s t  a s s i s t i n g  t h e  cooperative move- 
i n  promoting the cooperative move- ment i n  t h e  Dominican Republic. 
ment itz Latin America. 

36. FAA 9.209; %. 251 (b )  ( 8 ) .  Information 36.  This program w i l l  not d i r e c t l y  
and conclzsion whether assistance a f f e c t  t h e  in tegra t ion  of  
w i  Z Z  encourage regional deve Zopment Lat in  America. 
programs, and contribute to the 
econornic and po Z i  t i ca l  integration 
o f  Latin America. 

Loan's Effect on U; 'S .  and A; I .  D. 'Program 

FAA 8.251 (b)  (41; 8.202. Inf omation 
and conclusion on possibk e f fec ts  
on U. S. economy, with special 
reference t o  areas of substantial 
labor surplus, and extent t o  which 
U. S.  comodi t i e s  and assistance 
are furnished i n  a manner consistent 

' 

with improving the U. S.  balance 
of payfients position. 

38. ~ e .  601 (b) .  Infomation and 
c m c l u s i o n -  how the loan w i l l  
encourage U. S. private trade and 
investment abroad and how it w i l l  
encourage private U. S.  participation 
i n  foreign assis tame progrms 
(includiry use of private trade 
cha~vtcls and the services of U. S. 
private enterp~cse)  . 

37. A por t ion of  these  loan funds 
w i l l  be used f o r  U.S. goods and 
services .  Over t h e  long term 
t h i s  p ro jec t  w i l l  have a b e n e f i c i a l  
effec-5 on t h e  U.S. economy. 

I 

38. Not appl icable .  
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39. FAA g. 601 (d l .  I f  a capital project, 39. This requirement will be 
complimce with the Corgreosional complied with. 
policy that eng?:nee-eng and pro- 
fessional services of U. S.  f i m s  
and the ir  a f f i l i a t e s  are t o  be used 
i n  connection with capital projects 
t o  the maximwn extent consistent 
with the national in teres t .  

40. FAA .8.602. Information and conclusion 40. Insofar as possible and 
whether Zoan w i l l  pennit U. S. applicable this requirement will 
small business to  participate be met and U.S. small business 
equitably i n  the furnishing o f  goods will be permitted to participate 
and services financed by it. in the project. 

41. FAA 8.620th). Covnpliance with 41. This project will not 
regulations and procedures adopted promote or assist foreign aid 
t o  ensure against use of assis tmce projects or a.ctivities of the Communist- 
i n  a manner which, contrary t o  the Bloc countries - 
best  in teres ts  of the U. S., pro- 
motes or ass i s t s  the foreign ccid 
projects or ac t i v i t i e s  of the 
C m u n i s  t-B Zoc cowltries . 

42. 'FAA .8; 621. Infomation and conclusion 42. This loan will make direct use 
on how the loan i n  providing technical of the technical'services ava.ilable 
assistance w i l l  u t i l i z e  t o  the f u l l e s t  from professional firms and 
=tent practicable goods and professional interprises of the U.S. private sector 
and other services f r m  private on a contract basis. 
enterprise on a contract basis. , 

I f  the f a c i l i t i e s  of other Federal 
agencies w i  Z Z  be u t i l i zed ,  infoma- 
t ion  and conclusion on whether they 
are particulmly suitable, are not 
cmpe t i t i ve  with pYYivate enter- 
prise, and can be made available 
without undxe inSerference with 
domestic programs. 
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43. FAA 8.252(a). To-t%Z mount  o f  money 43 .  None of t h e  loan funds 
'-loanwhich i s  going d h e c t l y  w i l l  go d i r e c t l y  t o  p r i v a t e  en te rp r i se ;  
t o  private enterprise ,  i s  going t o  however, t h i s  program, a s  administered 
intermediate cred i t  i n s t i t u t i o n s  by t h e  GODR, w i l l  have a d i r e c t  
or  other borrowers for use by pri-  benef ic ia l  e f f e c t  on t h e  p r i v a t e  
vate enterprise,  i s  being used t o  sector .  
finance imports frcm private sources, 
or i s  o t h e w i s e  being used t o  * 

finance procurements from private 
sources . 

Loan '6 Comp Ziance ' t3 i  th Specific  quire- 
ments 

44. FAA g. 608(al. Information on 44. The customary excess property 
rneasl~es  t o  be taken to u t i l i z e  u t i l i z a t i o n  provisions w i l l  be 
U. S.  Government excess personal implemented. 
property i n  l i e u  of the procure- 
ment o f  new i tems.  

45. FAA 8.604(a); App. ' 8.108. ~o~np l iance  45. Procurement under t h i s  loan 
wi th  r e s t r i c t i o n  of cormodity pro- w i l l  be l imi ted  t o  t h e  United S t a t e s  
curement t o  U. S. except as other- and t h e  Dominican Republic. 
wise determined by the President 
and subject  t o  s ta tutory  reporting 
requirements. 

46. FAA 8.604f)). Compliance wi th  bulk 46.  Procurement under t h e  loan 
c m o d i t y  procurement r e s t r i c t i o n  w i l l  be by competitive bid.  
t o  prices no higher t h m  the market I 

price prevailing i n  the U. S .  a t  
time of purctlase. 

47. FAA @. 604(dl. CompZiance wi th  47. I n  the  event t h a t  the  
requirencnt tha t  marine insurmlce Domi.nican Republtc discri tninates 
be plctcad i n  the U .  3. on c o ~ ~ ~ ~ o d i t i e s  agains t  m y  U.S. marine insukance 
f i n a ~ c c d  by the loan i f  the host  company conunodi t i c s  purchased with 
cozmtq  discrirnina-tc?~ against U. S .  loan funds w i l l  be insured aga.inst 
ccnrpani es . r i s k  with a U.S. company as required 

by t h i s  sec t ion .  

UNCLASSIFIED 
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48. FAA g .  604(e).  CcmpZiance wi th  48. Not a p p l i c a b l e .  
requizxment tha t  filnds not be 

' 

e e d  for procurement of any age-  
cuZttrral commodity or product 
thereof outsidg the U. S.  when 
the  dcmestic price of such c m o d i t y  
i s  Zess than p&@. 

49. FAA 8 .611~b) ;  A p p .  8.101. I f  49.  Not a p p l i c a b l e .  
water or water-yeluted Zand 
resource c o r s t r ~ c t i o n  project  
or program, information and 
conclusion on benef i  t-cos t 
computation. 

50. FAA g. 611 ( c ) .  CmpZiance with 50. Cont rac t s  f o r  c o n s t r u c t i o n  w i l l  be 
requirement t ha t  contracts for l e t  on a compet i t ive  b a s i s  t o  t h e  
c o m t m c t i o n  be let on c q e t i t i v e  maximum ex ten t  p r a c t i c a b l e .  
basis  t o  rnmimwn ex ten t  practicab Ze. 

51. FAA s . 6 2 0 ( f ) ;  App.  8.109. 51. This  loan  w i l l  no t  assist any 
Compliance with prohibi t i m s  Communist country.  
against assistance t o  any C m u n i s t  
country. 

52. FAA 3.620(g). C q z i a n c e  wi th  52. This  l oan  w i l l  no t  be used t o  
prohibit ion against use of  compensate owners f o r  exp ropr i a t ed  o r  
assistance t o  compensate owners n a t i o n a l i z e d  proper ty .  
for expropriated or nationazized 
property. 

u.@JCLAS SIFIED 



FA.4 8.612(b); Q.636(h), Steps that  
have been taken t o  assure that ,  t o  
the maz.irnwq extent  possib Ze, the 
countr?) i s  contributing local 
currencies t o  meet the cost  of 
contractual and other services, 
and that foreign currencies owned 
b the U. 5'. are u t i l i z ed  t o  meet 
$e cost  o f  contractual and other 
services. 
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53. Account has been taken 
o f  t h e  a v a i l a b i l i t y  of  any l o c a l  
currencies t h a t  might be used i n  t h i s  
project;. Such currencies have been 
planned f o r  p ro jec t s  which 
supplement t h i s  p a r t i c u l a r  loan 
proposal . 

&p. .i?. 102, ~ompZiance with 54. This requirement w i l l .  be complied 
requirement tha t  payments i n  with. 
a c e s s  of  $25,000 for a r c h i t e c t o a t  
and engineering semices  on cmy one 
project be reported to the Congress. 

App.  9.104.  COT^^^^^^ with bar 55. No loan funds w i l l  be used to 
against f u d  t o  pay pensions, pay pensions, e t c .  f o r  m i l i t a r y  etc. ,  for mi l i tary  personnel- personnel. 

56.  App .  g.106. I f  country a t t q t s  56. NO d i s t i n c t i o n s  on t h e  bas i s  
t o  create distinctions o f  of race and r e l i g i o n  ell be considered. the i r  race or re l ig ion  moung 
Americans i n  g r m t & g  personal or 
comercia2 access or other r ights  
otherwise available t o  U. S. 
c i t i z ens  general ly  , application 
which w i l l  be made i n  negotiations 
of  contrary principles as expressed , 
by the Congress. 

5 7 .  ~ p p .  §.ill, Colmpliance with 57. A l l  such personnel w i l l  be c leared requiremeits for sccurity ckarancc as  necessary. 
of personne 2. 

5 8 .  AH. 8 . 2 3 2 ,  Compliance wi th  
>equi~?emc?nt for approval o f  

58. These provisions w i l l  be f u l l y  

contractors and contract terms complies trith. 
for capita2 projects . 
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48. FAA !!. 604Ce). CcmpZicmce wi th  48 .  Not app l i cab le .  
requi~ement  tha t  fiinds not be 

' 

used for procurement of any agY.i- 
cu Ztma Z comodi bj or product 
thereof outside tile U. S. when 
the d m e s t i c  price of such c m o d i t y  
i s  Less than pam~ty .  

49. FAA a.  611(b); App .  g.101. I f  49.  Not app l i cab le .  
water or water.-related h d  
resource constructi.on project  
or progran, information and 
concZusion on benefi t-cos t 
coniputution. 

50. FAA ??. 611 ( c )  , CwnpZiance with 50. Contrac ts  f o r  cons t ruc t ion  w i l l  be 
requirement tha t  contracts for  l e t  on a competi t ive b a s i s  t o  t h e  
co&tmct ion  be bt on cornpktitive maximum ex ten t  p r a c t i c a b l e .  
basis  t o  maximwn ex ten t  practicable. 

51. FM 8.620(f); 'App. 6.109. 51. This  loan  w i l l  no t  assist any 
Comp Ziance with prohibitions . Communist country. 
against assistance t o  any C m n i s t  

52. FAA 3.620(g), CunpZiance wi th  52. This loan  w i l l  no t  be used t o  
prohibit ion against use of compensate owners f o r  expropr ia ted  o r  
assistance t o  compensate OOWrs n a t i o n a l i z e d  proper ty .  
for expropriated or  nationazized 
property. 

UNCLASSIFIED 



FAA 9.612(bl; Q.636(hl. - Steps that  
kcrue  be^‘ taken t o  assure tha t ,  t o  
the n;mi~wn extent  possible, the 
courttq i s  contributing local 
currencies t o  meet the cost  o f  
contractual and other semices ,  
and that  foreign currencies mned 
b the U, S. are u t i l i z e d  t o  meet 
J e  cost  of contractual and other 
s e w i c e s  . 
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53. Account has been taken 
of t h e  a v a i l a b i l i t y  of  my l o c a l  
currencies t h a t  might be used i n  t h i s  
p ro jec t .  Such currencies  have been 
planned f o r  p ro jec t s  which 
supplement t h i s  p a r t i c u l a r  loan 
proposal.  

5 4 ,  ~ p p .  'S.102. C q l i a n c e  wi th  54. This requirement w i U  be complied 
requirement t ha t  payments i n  with. 
a c e s s  of  $25,000 for architectural 
and eng ineer i y  s emices  on any one , 

project be reported t o  the Congress. 

55. App*. %*104* 'qZiance with 55 .  No loan funds w i l l  be used to 
agaznst f%& t o  pensions, pay pensions, e t c .  f o r  m i l i t a r y  
etc . ,  for m i l i t a r y  personnel* personnel. 

56. APP* '* 'O6* If 56. dis t inc t ions  on the  basis 
to create distinctions o f  of race  and r e l i g i o n  wi l l  be considered. t he i r  race or re l igion moung 
Americans i n  grant&g personal or 
comercial  access or other r igh ts  
otherwise avaitable t o  U. S. 
c i t i z ens  generally, application 
which w i Z Z  be made i n  negotiations 
of contrary principles as expressed , 
by the Corqress. 

5 7 .  ~ p p .  9,112. Compliance with 
requil.cne?:ts for security c h a r m c c  57. A l l  such personnel w i l l  be c leared 

as  necessary. 
of personne 2. 

58.  ~ p p .  i3.112. Compliance wi th  
requil-emsnt for approval o f  

58.  These provisions w i l l  be f u l l y  

contractors and contract terms complies with. 
for capita2 projects. 

UNms SIFIED 
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59. App.  8,114, ColmpZiance with bar 
agairst use of funds to  pay U.N.  
a~sessr,7ents, e tc .  

59. Funds will not be used to pay 
U.N. assessments, etc. 

60. 9,. 9*115. - Cwnpliance with regu- 60. Regulation 7 will be complied 
Zattons on employment of U. S, with. 
and Z O C C Z  personneZ for fmds 
.ob Zigated a f ter  ~ p r i  i 30, 1964 
(Regu Zation 7) . 

61. FAA 8.636 (i) . Prohibition on 
finmzciw non-U. S. -manufactured 
motor vehicles. 

61. Loan funds will not be used to finance 
non-U.S.-manufactured motor vehicles. 

62. App. 8.401. CompZi~nce w i  i% bar 62. Loan funds will not be used 
agcinst use of fi* for pubZi&ty for publicity or propaganda purposes 
or propaganda purposes within U .  S. within U.S. 
not authoKzed by the Congress. 

63. ~ /1~_5 .620(k) .  I f  construction o f  63. Not applicable. 
productive enterprise where 
aggregate value of assis tunce 
t o  be furnished by U.  S. w i Z Z  
exceed $1 00 m i  ZZion, ident i f ica t ion  
of s h t u t o r y  authority. 
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b, 
AGENCY FOR INTE2NATIONAL DEVELOPMENT 

Washington, D. C. 20523 

UNlIED STATES COORDINATOR 

ALLIANCE FOX PRCGRESS 

LOAN AUTHORIZATION 

Provided From: Alliance fo r  Progress Funds 
DOMINICAN REPUBLIC: Cooperative Development 

Pursuant t o  the  authority vested i n  the  Deputy U.  S. Coordinator, Alliance 
fo r  Progress, by the Foreign Assistance Act of 1961, as amended, and the 
delegations of authority issued thereunder, I hereby authorize the es ta-  
blishment of a loan pursuant t o  Part I, Chapter 2, T i t l e  V I ,  Alliance f o r  
Progress, of sa id  Act, t o  the  Government of the  Dominican Republic 
 or or rower") of not t o  exceed two mill ion s i x  hundred and f i f t y  thousand 

.United S ta tes  dol lars  ($2,650,000) t o  a s s i s t  i n  financing the  United 
S ta tes  do l la r  and loca l  currency costs of an agr icu l tura l  cooperative 
c red i t  f w d  ("credit  fund"), and technical  assistance,  t ra in ing  and equip- 
ment f o r  the  e n t i t y  administering the  c red i t  fund ("IDECOOP"), t h i s  loan 
t o  be subject t o  the  following terms and conditions: 

In t e r e s t  and Terms of Repayment. Borrower s h a l l  repay the loan t o  
the  Agency fo r  Internat ional  Development ("A. I .D; ")  i n  United States  
dol lars  within f o r t y  (40) years from the  f i r s t  disbursement under the  
loan, including a grace period not t o  exceed t en  (10) years.  The 
Borrower s h a l l  pay i n t e r e s t  t o  A . I . D .  i n  United States  dol lars  on 
the  disbursed balance of the  loan of two (2) percent per annum during 
the  grace period and two and one-half (2 1/2) percent per annum 
thereaf te r .  

2. Other Terms and Conditions: 

(a) Equipment, materials and services (except shipping and marine 
insurance) financed under the  loans sha l l  have t h e i r  o r ig in  i n  
and be procured from the United States  or  the  Dominican Republic. 
Shipping financed under the  loan s h a l l  be procured from the 
United States and marine insurance financed hereunder s h a l l  be 
placed i n  the  United S ta tes  with a company authorized t o  do 
marine insurance business i n  any s t a t e  of the  United S ta tes .  

(b) United S ta tes  do l la rs  u t i l i z e d  under the  loan t o  finance l o c a l  
currency costs s h a l l  be made available t o  Borrower or i t s  
designee under the Special Let ter  of Credit procedure and s h a l l  
be used only f o r  procurement i n  the United S ta t e s .  

BEST AVAILABLE COPY 
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(c)  Prior t o  f i r s t  disbursement under the  loan,  Borrower s h a l l  
submit evidence of arrangements s a t i s f ac to ry  t o  A . I . D .  f o r  
technical  ass is tance t o  IDECOOP .and the  cooperative movement i n  
t h e  Dominican Republic, and t h a t  such ass is tance w i l l  a r r i ve  
i n  the  Dominican Republic within a reasonable period of time. 

(d) Prior  t o  f i r s t  disbursement t o  finance the  c r ed i t  fund, Borrower 
s h a l l  submit a statement of po l ic ies  and standards, s a t i s f ac to ry  
t o  A . I . D . ,  t o  be used i n  making subloans from the  c red i t  fund;, 
such po l ic ies  and standards s h a l l  assure, i n t e r  a l i a ,  t h a t  -- 
u t i l i z a t i o n  of the  c r ed i t  fund w i l l  conform with Borrower's crop 
p r i o r i t i e s .  

(e )  Borrower s h a l l  agree t o  provide no l e s s  than ~ ~ $ 7 2 0 , 0 0 0  annually 
f o r  t he  operational expenses of IDECOOP. 

(f) The loan s h a l l  be subject  t o  such other  terms and conditions 
as  A. I .D .  may deem advisable. 

Deputy U.  S.  Coordinator 

Date 

UNCLBSSIFIED 
BEST AVAILABLE COPY 



UNCLASSIFTED 
A I D - D L C / P - ~ ~ ~  
ANNEX IV, Pa.ge 1 of  1 

, C E R T I F I C A T E  ----------- 

I hereby c e r t i f y  t o  t h e  Administrator of t h e  Agency f o r  

I n t e r n a t i o n a l  Development t h a t  t o  t h e  b e s t  of my knowledge 

and b e l i e f  the  Dominican Republic possesses both t h e  f i n a n c i a l  

and human resources e f f e c t i v e l y  to .mainta in  and u t i l i z e  t h e  

p ro jec t  t o  be undertaken pursuant t o  t h e  terms of t h e  A.I .D.  

l oan  proposed i n  t h i s  paper f o r  Cooperative Development 

between t h e  Government of the  Dominican Republic and t h e  United 

S t a t e s  of America. . I n  s o  c e r t i f y i n g  I have taken i n t o  account 

t h e  maintenance and u t i l i z a t i o n  o r  p r o j e c t s  i n  t h e  Dominican 

Republic previously financed o r  a s s i s t e d  by t h e  United S t a t e s ,  

and I have nore p a r t i c u l a r l y  taken i n t o  account the  demonstrated 

c a p a b i l i t y  of t h e  ~ o m i n i c a n  Republic t o  e f f e c t i v e l y  u t i l i z e  

development p r o j e c t s  of t h i s  na ture .  

Date Alexander F i r f e r  (. 
Director  
A.I.D. Mission t o  t h e  
Dominican Republic 



S U P P ~ N T  JWw 4, 1968 

Ikminican Republic - Cooperative Development 

After review of t h e  loan p r o p o ~ a l  submitted by t h e  Mission, it has 
been decided t h a t  t he  loan recommendation should be l lmi ted t o  $2,650,000 
a t  t h i s  time. This amount w i l l  be used t o  finance approximately $ ~ ~ O , O C O  
of t echn ica l  a ss i s t a r~ce ,  t ra in ing,  ~cho l a r sh ip s ,  and equipment purckasec 
f o r  DECOOP, a s  described i n  t he  loan paper, and a c r ed i t  fund of 
$2,000,000. The GODR w l l l  be required t o  increase the  annual budget 
of IECWP t o  $720,ii00. 

This reduction i n  t h e  proposed amount of t h e  recammended c r ed i t  
funding i s  responsive t o  two considerations: (1) the  need t o  l i m i t  
t h e  t o t a l  l e v e l  of l o c a l  currency funding in the  DcPninican Republic; 
(2)  the  need t o  give IDECOOP add i t iona l  time and experience t o  bu i ld  
up i t s  administrat ive capacity before committing e i t h e r  IDECOOP o r  
A I D  t o  the  formation of a Cooperative Bank. The loan paper a E  preser~tec! 
indicate& a reacsneble need f o r  c red i t   fund^ a t  t h e  $4 mil l ion l eve l .  
The dus t i f i ca t ion  appl ies  a p r i o r i  t o  t he  $2 mil l ion l e v e l  here 
recanmended. 

T h e ~ e  loan funde w U l  permit IDECOOP t o  expand i t s  program of 
ag r i cu l t u r a l  c r ed i t  t o  Dominican cooperatives which w i l l  f u r t he r  
t he  developme~lt of t h e  cooperative movement, i n c r e a ~ e  agricultural.  
production, and a l s o  permit t he  coop movement t o  accumulate t h e  
necessary cap i ta l  and a t t a i n  t he  administrat ive experience with which 
t o  o rgmize  a p r i va t e  coop bank. The question of tUnding a coop bank 
will be W y  reconsidered a f t e r  t h i s  loan i s  disbursed when t he  
m n i c a n  coa~! movement i s  ready t o  cap i ta l i ze  t h e  proposed bank. 
Thus, the re  w i l l  be no mention of a coop bank i n  t h e  loan agreement 
signed a t  t h i s  time and t he   condition^ contained i n  paragraphs #6, 
7 and 12 on page 34 w i l l  be eliminated from fu r the r  present  coneidera- 
t i on .  

The i n t e r e s t  charge t o  sub-loan borrowers should be 8%) r a t he r  
than 6%) and t he  coops ~ h o u l d  receive the  addi t ional  2$ t o  uce f o r  
operating expenses o r  f o r  t h e i r  required cap i t a l  accumulatione. 
Negotiations w i l l  be conducted with IIXCOOP t o  achieve such an 
i n t e r e s t  r a t e  s t ructure .   h his replaces t he  statement contained 
i n  item #4 on page 34). 

Accordingly, it i s  recommended t h a t  a loan be authorized the  
Government of t h e  Doninican Republic of up t o  $2,650,000 under t he  
following terms and conditions: 

Terms: 

a. Repayment within 40 years from the  date  of t he  f i r s t  disbursement 
including a grace period ~f 1 0  years. 

BEST AVAILABLE COPY 



b. Interest  a t  2s  during the grace period and &$I thereafter. 

c. Repayment of principal and intereet shal l  be made in U.S. dollars. 

a. Equipment, materials and services (except shipping and narlne 
insurance) financed under the loan shaU have t h e i r  origin in 
and be procured frm the United States o r  the Daninican Republic. 
Shipping financed hereunder shal l  be procured fran the United 
States and marine insurance financed hereunder shal l  be placed 
in the United States with a campany authorized t o  do marine 
insurance business in any s ta te  of the United States. 

b. United States dollars ut i l ized under the loan t o  finance local  
currency costs shal i  be mde available t o  Borrower or i t s  designee 
through Special Letters of Credit and shal l  be used only for 
procurement in  the United States. 

c. Policiee and stanbrds in a form satisfactory t o  USAID shall be 
etztablishedwhich IDECOOP wil l  use in m&ing sub-loans from the 
credit  fund. 

d. Evidence shal l  be submitted t o  USAID showing tha t  the credit  f'und 
lending policies will be i n  keeping with CODR crop pr ior i t ies .  

e. Prior t o  the first di~bursement, evidence shal l  be submitted t o  
USAID that  the technical assistance for IDECOOP and the coopera- 
t ive  movement has been arranged and w i l l  arr ive within a reasonable 
period of time. 

f .  GODR shal l  provide a t  l eas t  RD$720,000, amuaUy, f o r  the operational 
expense& of IDECOOP. 

g, Such other terms and conditions a s  USAID may deem advieable. 

Approved for  Presentation 
t o  DISC: 

R. W. Richardson 




