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PART T - ANALYSIS 1

A, Analytical Description of the Poor

Who are the poor? - USAID/DR estimates the poor majority at 2.5 million

(47% of the country's present population of 5.4 mi%lion), including 2 millicn
rural people and 500,000 urban dwellers. 1/ This operational figure is sup-
ported by recent estimates of the World Bank and the Inter-American Develop-
ment Bank (IDB). The World Bank, based upon a combinatiom of indicators for
measuring poverty (19753), both absolutely in terms of the proportion of fami-
ly income required to purchase a minimum food basket, and relatively in terms
of the income of a given percentage of the lowest income earners, estimated
that 174 (382,000) of the then 2.2 million urban dwellers, and 60%Z (1.5 mil-
lion) out of the 2;5 million rural population of 1975 were poor. The IDB, em—
ploying an absoclute poverty income measure based on a Latin American wide
average of $416 (1976), estimated that 45% (2.2 million) of the population in
1976 were below this suggested poverty line.

What constitutes being poor in the Dominican Republic? - The Dominican

Government has'not yvat established a definition. Based on data from a 1976/
1977 nationwide household survey conducted by the Central Bank, an unofficial
poverty line of $74 monthly income per household of an average of six persoms
(equivalent to onme-half the median income) has been suggested. According to
this criteria, about 19% (1.03 million) of the population is below this un~

official poverty line; the proportion is 24% in rural areas and 137 among

1/ We use the National Planning OQffice (ONAPLAN) definition of urbam, which
is that centers of populations greater than 1,000 are considered urban.



2
the urban population. However, we believe the Central Bank's suggested defi-
nition of the poor, equivalent to a per capita income of approximately $150
per year, is not adequate to meet gene;ally accepted basic needs. Thus, we
suggest a current absolute poverty income figure of $440 per capita, based on
the IDB's Latin American 1976 average of $416, and corrected for inflation im
this country. This suggested figure compares with the estimated $890 per
capita GDP for 1979. (Verification and establishment of ;he_populaticn below
this income level must await the 1980 natiomal census, and its analysis.)
Again, we believe that at least 2.5 million Dominicans fall below this sug-
gested poverty line.

What do the poor earm and spend? - Rural/Urban Income Distribution from

the Central Bank's survey, the average monthly income per household in 1976/
1977 was RD$277, equivalent to an annual per capita income of about RD$470.
The mean rural income was only 36% of income in urban areas. Annual per
capita rural income of RD$337 was only one~-half the urban average,
reflecting in part the slightly larger size of the average rural household.
The overall median income was one-third below the mean, indicating sub-
stantial inequalities in incom; distribution. In fact, 547% of income went to
the upper 197 of households while half the urban household and more than
75% of the rural households had monthly incomes below RD$200. Nearly one-
third of all households had monthly incomes below RDS$i00: Three-fourths of
these were rural. While rural income is more evenly distributed than urban
income, this was more than offser by the large gap between the rural and
the urban averages. Mean disposable cash income was RD$199 and the rural

average was only 407 of the urban average, indicating extremely low pur-
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chasing power in the rural areas where more than one-third of the average family
income was represented by the value of home-consumed productiom and inputed rent.

Expenditure and consumption patterns by income groups have yet to be tab-
ulated and analyzed. Nationwide, a significant 527% of household expenditures
went for food, drink, and tobacco; the proportions differed materially between
urban (437) and rural households (6&%); reflecting the larger proportion of
urban expenditures for housing. With housing absorbing another 24% of the
average expenditures, only 24% was available for clothing (6%Z), and "other' ex-
penditures (18%7). Thus; the average purchasing power or discretionary income
of an urban household after §aying for food was only RD$54 per month. In the
rural areas, the average hoﬁsehold had only 18% of its income available for
these expenditures, equivalent to a purchasing power of RD$31 per month.

Where are the poor? - Although there are pockets of poverty throughout

the Dominican Republic; there are important concentrations of the poor. With-
in the rural sector, the southwest, northwest, the Haitian frontier between
these two regions, and the Sierra of the central mountains comtain the poorest
people of the country. According to most socio-economic indicators, the arid
southwest has one of the highest concentrations of poor. The southwest
comprises almost one-third of the country's total land érea; however, it has
only 13% of the population and produces only 6% of the GDP. While the national
per capita GDP in 1977 was $897, the average for the southvest was estimated
at $400, or 45% of the natiomal figure. The regiom accounts for only

1.8%7 of total bank deposits, 5.1%7 of installed electric generating capacity,
6% of the total population served by potable water, and has an illiteracy

rate of 42% against the national average of 32%. The other regiomns

mentioned above are also substantially below national socio-economic levels



but are not as deprived as is the southwest.

In additiom to these traditional poverty zones, a new, mainly short-tarm
site of poverty in the southcentral region has resulted from the hurricane di-
sasters of late summer, 1979. Approximately 40,000 rural families have suf-
fered losses which will take years to restore to pre-hurricane levels. Many
farms in valleys and on hillsides were literally washed away, leaving nothing
but rock. These new "landlass" farmers must now seek other employment. Most
coffee growing areas will not return to normal production levels until 1981 or
1982, and only after heavy investment in rehabilitation. In almost all cases,
years of normal harvests will be required to cover the costs of rebuilding
homes and repairing other damages caused by the hurricanes.

Pecple in the cities and towns of the disaster area also suffered severe
economic losses from damage to homes, businesses, community infrastructure,
prolonged interruption of electricity and other public services, and loss of
wages through the closing of sources of employment. In addition to the urban
poor in the disaster area, the other largest pockets of urban poverty are in
Santo Domingo and Santiago, the Dominican Republic's two largest cities. The
numbers of urban poor in these two cities are increasing steadily because of
continued and inecreasing rural to urban migration.

Bagic characteristics of the poor:

1. Health - In 1974, the Seacretariat of Health undertook an interdisci-
plinary assessment of the health sector which found that overall health status-
as were unacceptably low and skewed against the rural population. The follow-

ing age=-specific mortality rates are illustrative,
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- Infant Mortality: 104/1,000 live births (urbam 74/1,000; rural
138/1,000). 1In the U.S., the rate is 8/1,000.
- Mortality Rates for the l-4 Age Group: 17/1,000.
o= Data Suggest a National Crude Death Rate of 15/1,000: Urban
13/1,000, rural 17/17,000.

Morbidity rates show a similar pattern. Gastrointestinal disorders
rank second ounly to influenza as an identifiable source of illness, reflecting
considerable deficiencies in rural environmental sanitation. While sewage dis-
posal is available to about 37% of the inhabitants of large and intermediate
urban centers, it is only available to about 16% of the total population. For
other urban dwellers, sewagé disposal ranges from inadequate to non-existent.
According to the Mission's Health Sector Assessment, the majority of rural ia-
habitants lack the most rudimentary sanitary facilities. Only about 30% have
convenient access to potable water. Even though most of the larger towns have
systemé degigned to provide potable water, a combination of poor maintenance
and contamination of the water supply systems leaves most urban dwellers, in-
cluding those in Santo Domingo, with water of uncertain quality and potability.

Over 80% of professional medical services are concentrated im urban
areas; the urban poor thus have better access to health and family planning
services. The rural poor depend upon paramedics; clinics, and small hospitals.
However, rural clinics are located in relatively large communities (popula-
tion of about 2,000), and hospitals are in still largef towns. Thus, the ru-
ral poor living in communities below 2,000 afe without any type of regularly
available public health services, except for the one thousand plus communities

servad by the A.I.D. financed basic health services programs.
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2. Fertility - It appears that on a nationwide basis, the crude birth
rate has declined from a high of 50/1,000 in the late 60's to about 35/1,000
currently. Nonetheless, the target group continues to have higher ﬁhan aver-
age birth rates. In rural areas, where the incidence of poverty is higher,
women have an average of eight live births during their reproductive years,
while women in urban areas have six. The consequences of the formerly high
rate of fertility are profound, and are directly related to the doubling of
young men and women entering the labor force; the migration from higher rural
fertility areas to lower ones in the city (several small rural towns actually
dropped in population between 1970 and 1980); the continued pressure on educat-
ed adults to emigrate to other countries (e.g., there are reportedly Sd0,000
Dominicans living in the Uﬁited States); the inability of high economic growth
rates to alleviate the problems of the ever increasing mass of poor people;
and continued pressure on social services such as health, education, nutrition
and others, due to increasingly lower age cohorts., Until the crude birth rate
reaches levels found in the developed world, success of all other programs will
be severely limited.

3. Nutrition - A nutrition survey conducted by USAID/DR and the Secreta-
riat of Health in 1969 found that 707 of Dominicans of 13 vears of age or old-
er showed some physical evidence of malnutrition. Examination of 1,100 chil-
dren between the ages of one and four revealed that 73% were suffering from
some degree of malnutrition. Some 237 of the malnourished children were c¢las-
sified as seriously malnourished. The survey also found that in rural areas,

individuals consumed less than 627 of the minimum daily recommended amount of



calories and only 46% of the recommended protein. Observation suggests that
nutrition levels for the poor have not improved since the above survey and
may have further deteriorated.

4, Education - GODR statistics for 1970 estimated the national litera-
cy rate for individuals 10 years of age and above at 687%. For the same age
range, the rates for the urban and rural areas were 80% and 57% respectively.
Nacional literacy ratas for men and women were almost equivalent. As a re-
sult of urban/rural migration, the number of illiterates in the urban area
doubled between 1950 and 1970; whereas, the number of such individuals in the
rural area decreased by 6% during the same period.

Neverthelass, there is a critical inequity between rural and urban

populations:

- 437 of all rural inhabitants are illiterate; urban 19%.

- 467 of the rural school age population is enrolled ia school;
urban 707Z.

- 257 of the rural students who started grade one in 1970, com~
pleted grade four in 1974; urban 55%.

- 12% of the rural students who started grade one in 1970, com-~
pletad grﬁde six in 1976; urban 52%.

- 70% of rural first graders repeat first grade; urban 18%.

- 60% of the schools in the rural areas offer three grades or
less, Most urban children have access to at least six grades.

- 10% of the rural teachers are considered qualified; urban 357

- There are no secondary schools (9-12) in the rural areas; se-

condary schools are limited to towns of 2,000 and above,



5. Housing - No‘major study has been done cof the national shelter si-
tuation, but there is general agreement that housing is inadequate. A pre-
liminary study by a Dominican engineer estimated that nationwide, half of the
houses did not give adequate protection from the elements or provide minimal
comfort to occupants. In rural areas, an estimated 85% of all houses did aot
meet minimal standards, 73% had only one room, 70% were little more than wood-
en shacks, and 63% were roofed with local materials of little durability. The
situation is similar in urban slums. Estimates are in agreement that at
least 50% of the urban population lives in inadequate shelter; some estimates
are as high as 70%. Using the lower 507 figure, about 240,000 urban families
are in need of better shelter now, and this number is expected to double with-
in the next 12 to 15 vears.

An already bad situation has heen exacerbated by the recent hurri-
canes which damaged or destroyed more than 40,000 homes, mainly in rural
areas and small towns. And, until very recently credit for housing through
the formal savings and loan system was not available. Until late January
1980, family income of $480 per month was a minimum requirement for partici-
pation in the national housing bank system.

6. Human Rights - Political activity is on the increase, and most

parties are actively courting all sectors of Deminican society. Voting in
the national election in 1978 enjoyed a stromg turnout after heavy campaign-
ing. The present administration won by a two te one popular margin over the
incumbent party, with the vote of the urban poor considered to be the signi-
ficant facter in the size of the new administration's victory. Although

the poor are at a disadvantage in questions of law through lack of education



and understanding, and lacﬁ of funds to hire attorneys, they do not suffer
discrimination in civil rights.

Women face certain legal barriers in matters of business, such as
holding title to land, maintaining bank accounts, and borrowing money. Poor
women are at a disadvantage in society in access to education, employment,
and general participation in economic advancement. However, society 1s be-
coming increasingly open, with middle and upperclass women advancing in
business and the professions. Slow advance for poor woﬁen is both possible
and likely. The President of the Republic has announced a series of initia-
tives to “eradicate" traditiomal discrimination against women, although spe-
cific reforms and programs are yet to be initiated. (As a point of interest,
Santo Domingo has been chosen as the site for the headquarters of the United
Nations' Intermational Research and Training Institute for the Advancement
of Women.)

7. Employment - The poor are characterized by high rates of unemploy-
ment. An International Labor Organization (ILO) survey in 1973, estimated
open unemployment at 20%, and that if underemployment were measured in
units of unemployment, the nationwide rate for underutilizatiom of the
labor force would approach 40%. More recent estimates of employment by the
GODR remain in genaral agreement with those of the ILO. According to Govern-~
ment estimates prepared in 1975, there were 110,000 landless rural households
depénden: upon the. agricultural labor market for livelihood.

8. A Profile -~ Based on the foregoing, the following description of a
typical poor family is offered. The family lives in a one-room house with a

dirt floor. The home is crowded, hot, leaks during rains, and does not have
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potable water or sanitéry facilities. The family consists of a man and his
wife and at least four children. The couple married when quite young, and
they were fully aware of the fact that each child bornm to ﬁhem well might
die before reaching its first birthday. Two of their children suffer from
malnutrition to a moderate degree.

This man and his wife have had about three years of schooling each,
and while beth can write their names, they are functiomally illiterate. The
husband is a laborer or a farmer with less than five hectares; if in an ur-
ban setting, the family is likely to be of recent migration to the city. Wheth-
er rural or urban, the husband is unemployed or underemployed through much
of the year. Most of the_family's income is spent on food of low.nutritional
value; little money is available for clething, educatiom, or family emergen-
cies.

Few public or private services are available to the family, and the
family's limited resources do not allow latitude for seif-help measures with-

out some form of outside assistance.

B. Causas of Poverty

There are numerous and interrelated causes of poverty in the Dominican
Republic. In the most general terms, the causes of poverty stem from impos~
ed or inherited limitations on the capacity of the target group members to
capture a larger share of resources and income. In other words, poverty
exists because of limitations of the inherent capacity of the poor to earn
more. These limitations are imbedded in the lives of the people. Education

is poor and short. Health is poor. Nutrition is inadequate. The capacity
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to work and to learn is constrained by the interaction of these factors. The
number ¢f persons per family is typically high which reduces the amount of
food and other necessities available for family members as well as prevent-
ing capital accumulation in the household. Jobs are scarce, low paying, and
service oriented. Productive skills are underdeveloped. Access to credit,
inputs and markets, as well as access to public services are limited. Until
recent years, the ability of the poor to influence the political system to
improve access to these requirements has also been severely constrained.
Placing the target group at the center of our concern, the following
illustration characterizes some of the major considerations which inhibit

a gignificant improvement of the plight of the poor in the Dominican Republic.

Distribution and Owmnership Non=Optimal Management of
and Control of Increasingly Resources:
Limited Resources:
- Land - the Economy
~ Energy e - Inflation
~ Other Assets - Mismanaging the Na-
- Popular Growth tural Resource Base
and Shifts - Low Levels of Technol-
ogy

l !

CAPACITY OF THE TARGET GROUP
TO CAPTURE MORE OF RESOURCES
AND INCOME

Distribution of Income Flow
Derived from Available Resources
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1. Distribution of Ownmership and Control of Increasingly Limited

Resources - While the Dominican Reﬁublic does not appear to be faced with a
serious absolute shortage of resources, it is after all an island with a
finite geography and an expanding population. Very real constraints exist
in the short and medium term for arable land and energy for the increasing
number of Dominicans who live here.

a. Land - The Dominican Repﬁblic has an economic.and social
structure characterized by a substantial concentration of productive re-
sources, especially land. The Government is the largest single landowner,
holding approximately 287 of the arable land. Most of the land is eithe%
in the hands of the Agrarian Reform Institute (IAD) or the State Sugar
Council (CEA) which produces app%oximately 607 of all the sugar in the
country. Privately owned farms aécount for the remaining land under culti-
vation. The distribution of farmland ownership is verﬁ unequal. Over 537
of private farmland is owned by 1.6%Z of all landowners while 13.1% of all
private farmland is owned by 54.3% of all landowners. OCut of a total of
approximately 435,000 rural households, about 185,000 families owned farms
ranging between one-half and five hectares, 52,200 owned farms of less than
one-half hectare, and an additiomal 110,000 families owned no land at all.
Yearly one half of the farms with fewer than five [actares reported nec
farm incomes of $280 or less per year. In response, the GODR is currently
settling 3,000 families a year on state land. The settlement approach
selected requires large capital investment in irrigatiom, rcads, ete., and
results in a per capita cost that effectively eliminates the overwhelming

majority of landless poor from participating in their lifetime.
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The pattern of ownership of land is concentrated into large
cattle ranches and sugar cane plantations that are seldom efficiently run on
the one hand, and by intensively tilled, highly fragmented minifundia om the
other. Overall, about 557 of the total land area is in farms or pasturage.
This is a relatively high percentage by world standards. Thera are no new
frontiers of un&ccupied land available for settlement by the rural popula-
tion. All further increases in agricultural production ﬁust'ccme from more
efficient use of land already under cultivation. Indeed, as population pres-
sures have mounted, there has been accompanying pressure for the rural poor
to undertake cultivation of increasingly marginal lands. The all too fami-
liar process of deforestation and erosion, with irreparable damage to some
fragile mountain and highland ecologies, is already well advanced in some
areas.

b. Energy - The current resource base in energy is alsc limited
ag much by the manner.of exploitation as by any absclute limitation. There
are no economically exploitable supplies of petroleum.

Energy is clearly one of the most serious problems confronting
the Dominican Republic., The country's heavy dependence on imported pe-~
troleum (68% of all energy consumed is derived from imported petroleum),
together with a growing population, increasing energy demand and rapidly
rising conventional fuel prices, have placed a severe strain on the
_ccuntry's balance of payments and availability of foreign exchange. The

amount spent annually on imported petroleum products has increased by
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2,000% in the last decade and is projected to continue to increase
if current supply and demand patterns are not altered significantly. In
1979, petroleum comprised 35%Z of all imports, whereas ten years ago it
comprised only 7%. The nation's petroleum import bill for 1980 is projected
to reach $500 million - roughly equivalent to total sugar exports. The
drain of petroleum imports on the national economy, of course, reduces
the awvailability of rescurces which might otherwise be directed toward

developmental and basic human needs programs.

The energy problem is directly relevant to basic humaq needs
objectives, Whether in the form of electricity, fire, heat or motion,
energy can be viewed as an important resource which contributes to develop-
ment - essential to health, productivity, employment, and other basic human
needs, Electricity, for example, is important to low income groups in the
Dominican Republic for pumping water, powering small industrial and food
processing activities, running irrigation pumps, refrigeratiocn of foods and
medicines, and in cperating health facilities. Wood, charcoal, and agricul-
tural wastes are alsc used for cooking, crop drying, small manufacturing ac-

tivities, etc.
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The dependence on imported fuels and rising costs of both
foreign and domestic energy sources will continue to reduce the availabili-
ty of affordable energy to A.I.D.'s target group, with adverse consequences
in terms of health, welfare, productivity, and other basic human needs.

The Govermment of the Dominican Republic recognizes the seri-
ousness of the energy situation and has taken some important steps to ad-
dress the problem. In the fall of 1979, a National Energy Policy Commission
was established to coordinate the energy activities of different government
agencies and help to formulate national energy policies. The Commission re-
ceives an annual operating budget of $1.2 million. In early 1980, the Commis-
sion announced its first major pelicy decision - greater investments oﬁer the
next five years in development of hydro resources. There is a2 need to in-
crease GODR and private sector energy activities and policies to have an im-
pact on the rural poor. The information and institutional capabilities of
the GODR to develop such effective energy policies, however, and the finan-
cial resources to carry ouﬁ energy conservation and rescurce development
programs both remain limited.

c. Other Assets - No data are available on the distribution of

ownership of capital assets within the country. It is estimated that apprdxi-
mately 30% of total capital assets are privately owned by Dominicans. The
GODR and its dependencies ownes upwards of 507 of the capital assets (e.g.,
twelve of the nation’'s sixteen sugar mills; the bottle plant, part owners of
the only refinery and one cement factory, a gold and silver mine, the national
airline, and so forth) and accounts for approximately 50% of the annual

GNP. The remaining 20% of capital assets are owned by foreign enterprises, of
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which the largest is the Canadian ferronickel enterprise Falconbridge and the
second is the Gulf and Western sugar, cattle, and tourism complex.

In addition to the unequal distribution of the productive fac-
tors (i.e., land, capital, labor, and entrepreneurial ability) among Domini~-
cans, there are further inequalities in the geographic distribution of these
factors., As a result, the country is characterized by a number of pervasive,
"extremely important contrasts - urban vs. rural - and wealthy vs. poor.

While the nation's populationm is still half rural, for example, most economic
activity other than agriculture is concentrated in the cities - particularly
in Santo Domingo. Agriculture, including fishing and forestry activities,
however, is among the least productive sectors of the ecomomy. It accounts
for less than 207 of the GNP while absorbing fully half of the natiomal labor
force.

In addicion to the capital intensive bias of the industrial
sector, which produces 17% of GNP but absorbes only 9% of the total labor
force, the employment problem is also aggrevated by the spacial distribution
of industrial establishments. An estimated total cf 69% of these establish-
ments are located in Santo Domingo or Santiago. Moreover, they employ a dis-
proportionally large share ~ 83%Z of all workers in the industrial sector.
With such a high concentration of the sources of employment which have the
greatest potential for employment growth locatad in these large urban areas,
the probability of obtaining work in smaller urban areas, or rural areas is

extremely limited.
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d. Population Growth and Shifts - Complicating the available re=-

source problem ig the increasing number of people to share its use and bene-
fits. The high rate of population growth that has resulted in an increase
in the number of Dominicans from 2,135,000 in 1950 to about 5,400,000 in
1980, is a major reason why the country has been unable to substantially re-
duce the incidence of poverty, despite an impressive rate of growth. The
average age of the population has dropped successively, resulting in an in-
creasingly higher dependency ratio per member of the economically active
population. Whiie the necessary data are unavailable, there is little doubt
that a2 substantial majority of members of the target group are aged 15 years
or younger. Heavy population growth has also been a contributing factor to
the overburdening of medical facilities and personnel, the drairm on the de-
velopment of human resources due to massive malnutrition, the large number
of dropouts from primary school before many basic skills and functional le-
vels of literacy have been achieved, and massive unemployment as the econo-
mically active age group expands more rapidly than the capacity of the eco-
nomy to absorb all of its members.

It is not only that there are increasingly more Dominicans
avery year, but that they are shifting their location. The GODR estimates
that by 1985, of the country's projected population of 6,429,000,

4,582,000 will be urban; and by the year 2000, of the national population
of 10,041,000, 7,150,000 or 70% will be living in cities of 20,000 or more.

While the overall population growth is currently estimated at
2.5%, urban areag are increasing at an estimated rate of 5.25% (half of

which is attributable to rural migraticn), while rural areas are growing by
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only 0.75%. 1In fact, some rural towns actually dropped in population between
1970 and 1980. Although smaller cities are increasing in size,* growth is
most noticeable and urban problems are most serious in the capital, Santo
Domingo, with more than 1,200,000 people; and Santiago with more than 400,000.
At least 50% of the population in the two largest cities live in marginal
neighborhoods. Finally, there is the ultimate attempt to ascape poverty by
immigration to the U.S. There are an estimated 500,000 Dominicans in the
7.S., mainly in Eew York.

The increasing urban ﬁopulation, due in large part to the mi-
gration of unskilled rural workers and their families poses several social
and economic problems, the most significant of which is unemployment, the
cause of urban poverty. The total labor force is growing at an annual rate
of 3.85% (in urban centers at 5.137%, and in rural areas at 1.12%).

2. Distribution of Income Flow Derived from Available Resources - The

factors of production of labor and entrepreneurial ability are the major
factors of production in which the ﬁoor majority are able to contribute to and
gain from the productive process, The make-up of the labor force, however,
shows a skewed patterms of skills. Statistics for 1970, the most reliable
now available, show that fully 80% of the labor force consisted of manual
laborers while only 4% were in the professional/technical or managerial/admin-
istrative categories. The average monthly salary for manual laborers at

the time ranged between $45 and $65 compared with $375 earned by professionals

and technicians. Comparable figures for 1980 are estimated to be $75

* Qutside of Santo Domingo and Santiago, at least 12 cities have a
population of more than 20,C000.



19

and $525. The current minimum wage is $125 per month in the urban areas, and
$75 per month in the rural areas.

Labor force data show only these individuals who were actually em~
ployed. A large proportion of the economically active population is chromical-
1y unemployed or underemployed. The few emplovment surveys that have been con-
ducted since 1970 have estimated open unemployment at approximately 247 not in-
cluding underemployment. It is estimated that if underemployment were measured
in units of unemployment, the nationwide rate for undefutilization of the labor
force would approach 40X%.

Analysts are only now beginning to focus their attention on the cau-
sas of uﬁemployment. Certainly the overall performance of the econcmy and the
high rate of population growth are important factors. They are far from
being the only factors, however. Even in 1973; during the heyday of the coun-
try's truly impressive rapid growth, unemployment in the city.of Santo Domingo
was estimated atIZOZ. Other factors that are believed to be important contri=-
buting imfluences are the prevalence of capital intensive, as opposed to labor
intensive, technologies in the industrial and commercial sectors and the lack
of a cogent employment policy on the part of the GODR.

The use of capital intensive technologies, while in wviolation of the
economic principle of comparative advantage, has been encouraged by the GODR
and autonomeus public institutions through a number of mechanisms,including
preferential access to foreign exchange, subsidized interest rates, and special
reductions or exonerations from import duties. Very little investment and ve-

ry little research has thus far been directed toward the adoption of more labor
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intensive, or "intermediate"'cechnologies that would result in higher levels
of employment per unit of invested capital.

Data do not permit a breakdown of unemployment and underemployment
by occupational category. However, there is little doubt that the highest
rates of both unemployment and underemployment occur in the manual and semi-
skilled categories -— the lowest paying positioms., On the other hand, short-
ages exist simultaneously in many of the professional, skilled, and semi-
gkilled occupations. The least skilled members of the labor force face
great difficulty in improving their job skills. They are usually offered
low pay and insecure job tenure. Access to non—agricultural vocational edu-
cation opportunities is limited to major centers where mechanical or other
facilities exist.

It is generally recognized thar the number.of years of completed
schooling and income levels and employment opportunities are positively cor-
related. For the target group access to educational opportunities is an im-
portant determinant of poverty. Access to basic primary education of the
target group is limired, almost non—existant in some rural areas. As indica-
ted previously in this document, a disparity exists between the urban and ru-
ral areas in terms of number of complete primary and secondary schools. No
secondary schools exist in the rural areas. In addition, education for em-

ployable skills, i.e., vocaticnal/technical studies is so limited as to be
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meaningless, especially for the rural poor. While very little data exists
concerning vocational/technical edﬁcation, current opportunities are limited
to three schools that offer industrial vocational education. They have gra-
duated 1,064 students from 1966-1976. 1In 1975, five public shools offered
vocational commercial education with a total enrollment of 15,156 or 787 of
the total enrollment in the technical/professional field.

In terms of health; the poor's greater susceptability to disease,
caused by lack of praventive and curative medicine (as well as envirommental
filth), and the lack of an adequate diet are the major causas of poverty. Ac-
ces by the rural poor to health facilities and trained medical persomnel is
one third that of their urban countrymen. Environmental sanitation, includ-
ing potable water, is largely limited to urban areas. The resultant disease
and limited stamina has a major impact on produétivity and income. The ina~
bility of children to grow and learn (on the chance there is a school) is

directly attributable to the child weaning practices and post-lactation diet

provided by parents. Their knowledge of the needs for such child care is
limited by poor education, need to spread available food among increasing
mouths, and & lack of esither employment or land to 2arm a living. Distribu-
tion of food through PL-480 Title II represents a partial and temporary res-
ponse to nutrition problems, but the most appropriate solutions lie in great-
er domestic production, a dependable and aquitable marketing system, and nu-

trition education. (As of December 31, 1979; some 367,000 beneficiaries were
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receiving food assistance through the ongeing programs of CARE, CRS, and
CWS. Also, 187,000 were receiving food through emergency food for work
programs in the hurricane disaster area.)

In addition, there is a resurgence of malaria in the country-—
side (1,500 cases reported in 1979), and an ominous indication of the
spreading presence of a new dread disease -~ schistosomiasis. These
diseases almost exclusively affect the poor and have a severe effect on
productivity. Each is also dependent upon water as a vector, and the
growing investment in irrigation and hydro power will significantly
spread their scope in the countryside.

Thus, just as assets are maldistributed, the flow of income
and opportunities to increase the poor's participatiom in those resources
1s maldistributed. However, even in the absence of major reform, sig-
nificant improvemenﬁ could be achieved in the poverty problem through
changes in production technology which would generate greater employment;
better access of employment genmeratiang firms to credit, tgchnical as-
sistance and markets; and a reduction of costs of food and other neces-
sities =-- which would flow from more efficient markets.

3. Non=-Optimal Management of Resources - Even assuming the current

distribution/control of available resources, poverty would be much less se-
ricus a problem in the Dominican Republic if the available resources were
managed better to create more wealth., Inefficient management of resources
is a pervagive problem in the GODR, in the private sector, and in the tar-

get group itself with respect to the limited rescurces available to it.
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a. Managing the Economy - In this regard, the general state

of the economy and the resources so generated, is an important determinant
of the magnitude of poverty. How it ig managed or mismanaged bears
directly upon the opportunities of the poor. The ILO in 1973 noted that
the high rate of economic growth between 1968 and that year — 8,95% ——
had had a significant impact upon unemployment -- particularly in reduéing
the extent of unemployment. Since 1974, however, the expansion of the
economy has slowed appreciably, with a compound annual rate of growth of
less than 3%Z. In many ways, the eccmomic health of the country is
directly related to the prices of traditiomal exports and importad
energy. Thus, the decling in growth has been the result of several
factors, the major ones being a significant increase in the cost of
imported petroleum products, precipitous declines in the prices of sugar
and fefronickel -= the leading exports -- and an attendant decline in
Central Government revenues. To these were added severe droughts in
1975 and 1977, uncertainty over the transition of government to the
opposition political party throughout much of 1978, and two extremely
destructive hurricanes in 1979. Fortunately, due to rising prices and
brighter prospects for the leading exports, the economy's performance -~
together with opportunities for employment -- should recover considerably
during the next twe to thraee years,

The country is faced with a rising agricultural import bill,
estimated at $185 million for 1979 and up from the 1978 figure of $135 mil-
lion. These imports include staples such as rice, beans, and corn. The po-
tential for self-sufficient production of rice and edible beans is great,

and would not require major shifts in cropping and agricultural practices.
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Climate and soils do not favor increases in corm production suffiecient
to substitute for imports. The country does not lend itself to production
of wheat, which will always be an import item. Imports of vegetable.
0ils have shown rapid increase, in part bacause of reduced supply of
animal fats because of the outbreak of African Swine Fever. Efforts are
underway to Increase domestic production of vegetable oils, but some
years will be required to reach selfsufficiency. GEven under the best of
circumstances, there will be continued need for food imports, some of
which are PL-480 Title I commodities. Therafore, there is continued need
during the period of this CDSS for substantial Title I lcan programs for
balance of payments reasons and as a source of funds for agricultural
developnent programs.

In terms of employment, a recent exercise by the National
Planning Qffice demonstrates that even with improved prospects for
economic growth in the near future, however, the smployment problem will
remain an extremely serious one for some time to come. Various employment
projectioﬁs were made for 1980, 1985, and 1990. Employment demand was
projected assuming 6% and 8% rates of GDP growth, at high (capital
intensive) and low (less capital intensive) productivity levels. These
projections indicate that a GDP growth rate of more than 6% is indispensable
if unemployment is to be kept te a manageable level, particularly in the
rural areas. However, during 1977, for example, the combined effect of
a bad harvest (the agricultural sector grew at only 0.7%), a 3.l% contraction
for the mining sector, and continued low and/or declining prices for key

exports, mainly sugar, slowed GDP growth down to 3.3%. If this rate
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were to coutinue, annual employment, even allowing for less capital intensive
development policies, would grow at a mere 2.8%. 1In other words, instead of

the already wasteful 277% unemployment rate estimated for 1980 at a 6% GDP growth
rate, the labor force would face a 45% unemployment rate: nearly every other
Dominican workar would be jobless., & projection of this slow growth rate
through 1985 would tend to push unemployment to 55%.

Although the exact magnitudes of this kind of projectiomn may
be open to question, it does help to bring inté proper focus the investment
and human rescurce management challenge faced by the Dominican economy during
the decade of the 1980's.

b. Inflation - The other side of this coin is the impact of econo-
mic decisions on the rate of inflation. As the poor's income improves, they
see the cost of living rising ever faster. For example, comparison of the
recent household survey with a similar one undertaken in the capital city in’
1969 indicates that, at current prices, the mean family income in Santo Domin-
‘go rose by 35%, from $298 to $387. However, after adjusting for changes in
the cost of living index for all income groups between 19569 and 1976/1977
(96%), the 1966/1977 mean is equivalent to only $199. Thus, the real purchas-
ing power of the mean income has in fact declined by one=third.

The decline in purchasing power is even more dramatic when mean
total family expenditures are compared. The nominal rise from $333 to $389
becomes a decline of 40% in eight years in real terms, after adjustment for
the rise in tha cost of living index, Thus, if inflarion is taken into account
it can be shown that, in real terms, the income line below which the lowest
25% of familieg fell has in fact declined by 15%, from approximately $101 in

1969 to $86 in 1976/1977.
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Similar information on changes in purchasing power is not
available for other parts of the country, but observation suggests that
the effects of inflation are widespread.

C. Public Policy In a variety of ways, public policy is a

determinant of the extant of poverty. Several areas have been discussed
previously in this CDSS, including employment policy, investment priorities,
land distribution programs, etc. There are further examples where

public pelicy has a causitive effect upon poverty. Until very recently,
there was little avidence to demeonstrate a willingness of the GODR to
vigorously and aggresively pursue poelicies leading to more equitable
distribution of productive resources, aspecially land. The GODR has
traditionally exhibited a passive philosophy with respect to the basic
human needs of the target group and has ccncegtrated its resources and
attention on the capital city and a few other urban areas. Thus, until
vary recently, the basic GODR approach to addressing the needs of the

poor could be characterized as ome of trickle down. Rather than addressing
these needs directly, over the years the GODR pursued policies aimed at
stimulating domestic and foreign investment and through a major investment
program of its own. 3By holding rea; expenditures for public services

and defense nearly constant, it was able to devote its rapidly growing
revenues to a wide variety of public infrastructure projects. Thase
included investment in dams amd irrigation; public housing; parks,
monuments, and cultural buildings; ports and highways; schools and
hogpitals. The policy was successful from the standpoint of greatly
augmenting the nation's stock of social overhead capital and through the
creation of some employment opportunities. It was not successful from a

number of other standpoiats, however., By holding real expenditures for
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public services nearly constant, the great majority of public institutions
remained week and unable to attract or hold professional and technically
trained personnel in the amounts necessary to perform their functioms in
an efficient and expeditious manner.

The GODR public sector has also been characterized by an ex-
traordinary degree of centralization in decision-making and program execu-
tion. Under the previous administration, for example, the President's office
directly controlled the investment budget of all sectors and, reportedly,
the President himself personally controlled all treasury checks for disburse-
ments. This was a legacy of the 30 years of Trujillo dictatorship, wherein
expenditures of any kind for social services were limited and paternalistic
in nature. TFor these reasons, any action now to increase the provision
of social services to the 350,000 poor rural families of the country
could have an extracrdinary effect on the poverty problem, Unfortunately,
most observers conclude that the current administrative structure is
woefully inadequate and too highly centralized to carry out the task.

This has become apparent as the current administration has moved to
implement its statad policy of increased investment in the social areas
in the countryside. As a result, the GODR is seized with the need for
decentralization of program planning and execution, and is moving in
this direction.

The housing sector also offers examples both of policies
which previously excluded the poor, and of new policies which open
access to the poorer elements of society. The National Housing Institute
(INVI) is the govermment agency charged with providing housing for low
income families. However, it has worked almost exclusively in the

larger urban centers, where INVI is and will continue to be involved in
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upgrading marginal neighborhoods including installation of water and sewer
systems. The Institute 1s now investigating the feasibility of home
improvement loans to upgrade existing dwellings. These loans would be
designed to meet the needs and financial capabilities of low income
residents, and would finance modest improvements based upon traditional,
informal home improvement solutions. INVI is also interested in a pro-
gram of sites and services and is exploring sources of financing, including
HIG. This will require a change in current interest legislatiom.

The recent disaster provided good experience for INVI
in the rural areas; In response to the hurricane emergency, INVI provided
two forms of shelter assistance. In rural areas, minimal repair packages
of roofing, wood, and nails, with values of $1258150 were given as
grants to hurricane victims. These efforts were carried out by INVI
directly, with the GODR's Office of Community Development, and in col-
laboration with private wvoluntary organizations such as CARE, CRS,
Seventh Day Adventists, etc.

The other agency involved in the shelter sector is the National
Housing Bank, an autonomoué institution responsible for monitoring the sav-
ings and loan system created with the help of A.I.D. in the 1960'5. The bank
system has now 320,468 depositors, with $182,314,000 in savings. It has finan-
ced 22,494 mortgages with a value of $277,415,000., Five housing guaranty pro-
grams were channeled through the system between 1964 and 1973, producing 2,327
units with a value of $513,949,726. Until January 1980, the savings and loan
system reached only the upper 8% of households because of current requirements

of a minimum montly family income of $480 and a minimum house price of $10,000.
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The bank has changed its policies to extend its services to an additiomnal 207
of the population by reducing requirements to a minimum family income of $200
per month, and minimum house value of $5,000. Also under consideration is a
system of variable interest rates to reduce payments in the first years of
loans.

Subgtantial improvement in access to housing credit will re—
quire changes in law which deal with interest rates. At present, no formal
credit institution can charge more than 12%, which limits interest on savings
to ouly 57 to 6%. This is most unrealistic when inflation is estimated at
13Z for 1979 by the Central Bank. The savings and loan system is further
hindered by the GODR monetary board's policy of an 8% ceiling om loans for
housing. The solution awaits changes in law and policy, and/or subsidized
interest rates with the government assuming the subsidy as a social program,

d. Mismanaging the Natural Resource Base - There is general agree-

mént that the horizontal expansion of the land frontier ceased in 1970. It

is also accepted that average crop yields have not improved perceptially and
that there has been no noticeable increase in the average carrying capacity

of pasture and grazing land.

As the demand for land continues more aﬂd more, mafginal land
ig being brought under production. This marginal land represents the steep,
usually forested, slopes of the mountains. The all too familiar process of
deforestation and erosioﬁ, characteristic of these activities, and exarcebat-
ed by the extremely high rains which accompanied the two hurricanes, is al-

ready well advanced in many areas.
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The problem of mismanagement of natural resocurces is not limit-
ed to the uninformed small farmer, the State is equally guilty. Large irriga-
tion schemes which are poorly planned and unattended four millions of cubic
feet of water through canals which just "end"; floodiﬂg large areas of poten-
tially good land and creating a breeding ground for mosquitoces and other in-
sects.

A 1960 OAS survey of the natural resources indicated that about
20% of the land in crops should not have been used for cultivation. It also
indicated that a large proportion of the 1.2 million hectares in grazing and
pasture (44%Z of the total land in farms) could be shifted into cultivation.
That was 20 years ago. |

A necessity for the achievement of higher agricultural output
per unit of land is the availability and appropriate use of irrigation water.
Irrigation can provide farmers in certain areas with the kind of security they
need in order to invest in other yield-increasing inputs, and it can add subs-
tantially to the land resource base through multiple c;opping. At present,
it is estimated that about 257 of the land in annual crops i3 planted and har-
vested more than once a year, reflecting mainly double=-cropping of one-third
to one-~half the rice land virtually all of which is irrigatsd. The crop area
presently under irrigation, almost entirely in public irrigation districts,
of about 170,000 hectares, amounts to only 13% of the total cropland, but it
represents a substantially greater proportion of the country's potentially
fertile flat land. The completion of projects presently under construction
(including rehabilitation of works in disrepair) and of new projects already

designed is expected to raise the country's total canal-irrigation area by
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50%, to 236,000 hectares by 1982, and total irrigated area to about 247,000
hectares; i.e., about 20% of total land in crops and fallow. Further large-
sgale expansion of irrigation is subject to the availability of better infor-
mation on land capability, particularly of flat land presently in pasture
and grazing, as well as on both surface and sub-surface water resources. The
greatest potential for additional water supplies at this time may well be
underground in view of the porous nature of much of the country's bedrock,
on the one hand, and the limitations imposed on surface water storage and
diversion by the size and conformation of the country.

There appears to be considerable potential for more intensive,
i.e., more economicél use of presently available supplies of irrigation wa-
ter. Existing water laws are admittedly out of date, and their application
is highly unsatisfactory. The irrigation gate controllers employed by the
water resources agency (INDRHI) are untrained and their distribution proce-
dures often bear little or no relation to the water needs of crops under
irrigation. Measuring devices are not commonly used. Water rates are nomi-
nal and bear no relation.to the marginal utility of water applications. As
a result, some farms use much more water than is needed while the crops on
others suffer serious moisture distress. In sum, the country is at present
paying high private and high social costs owing te the pominal scarcity chat
axists because of inefficient use of the existing water supply, and to the
lack of security of water supply which discourages adoption of modern yield-
increasing inputs. Moreover, the situation raises serious equity concerns
because the pbor and powerless farmers typically tend to pay the highest

price for insecure water. Neverthelss, the majority of campesinos who pre-
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sently h;ve access to irrigation water are members of agrarian reform~created
settlements. Their water rights are at present defended by the reform agency
(IAD), which in many areas exercises greater influence over INDRHI's water
distribution system than do the larger farmers.

Another serious concern for the country's supply of irriga-
tion water (and, of course, of potable water and hydroelectric power) is
the widespread disturbance of the natural vegetative cover omn a large part
of the nation's highly erodible hillsides, in general, and specifically in
the upper watersheds of the few existing and future reservoirs and diversion
sites. Most of the destruction of the natural environment took place during
the present century, at first by predatory lumbering operations and later al-
s0 by land-hungry cattlemen and campesinos. It is, of course, particularly
serious in the tropics because of the fragility of the soils. The serious-
ne#s is aggravated in the Dominican Republic because it has ome of the high-
est intensities in the world of kinetic energy impact from rainfall. The
lésses for this and future generations are in part indalculable, but it has
been calculated that each centimeter of soil lost from erosion (let alomne
leaching) represents a value at present prices of about RD$10,000 per hectare
in terms of key plant nutrients. Moreover, the continuous erosion has al-
ready caused a high level of silting of the reservoirs, whose useful lives
and storage capacity are tangibly lowered each year.

Projections of the future density cf the population on agri-
cultural land leave no doubt about the need to intensify the output per
unit of available iand. The physical availability of farmland per person

employed in agriculture in the year 2000 will probably decline by 40% from
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the present 6.8 hectares to four hectares. The only method of accomplishing
an intensification of output is through better management of the natural re-
source base.

a. Low Levels of Techmology - Traditional farming practices re-—

sult in environmental degradapion and overall low yields. The misapplication
of agricultural chemicals in poorly informed efforts to increase production
often do not produce desired results, which waste the farmer's time and mo-
ney. Further, these chemicals may harm those who come into contact with them,
or may cause environmental polution. Space does not permit discussion of com=~
mon practices, but there is general agreement that existing technology is of
low level., The body of world agricultural technology offers many appropriate

practices which would result in greater output and small farm income.

C. Progress and Commitment

The Mission recently completed a thorough examination of the effective-
ness of the nation's development activities in addressing the poverty problem.

That exercise concluded that the policies of the previous administration,

1966-1978, reflected a preoécupation with econcmic growth via public invest-
ment in infrastructure and, despite its rhetoric, omnly secondarily with eco-
nomic and social equity.

While this was, in all fairness, the prevailing development strategy
among LDCs at the time that it was initially adopted in the mid 1960's, there
is little question that the GODR was slow to respond to the equity concerns
that were causing most developing countries to reorient their development

strategies in the late 1960's and early 1970. This is in spite of the fact
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that there was abundant and growing amounts of statistical data to amply de-
monstrate that the very high rate of growth'in the GDP during this period
was not leading to marked improvement in the basic human needs of the poor
majority. There was much improvement in the priofity assigned to the agri-
cultural sector commencing in the early 1970's, but Central Government sup-
port for public health, family planning, and public education remained at
very low levels -- especially in areas other than infrastructure investment
throughout the pravious administration.

With the change of govermment in August 1978, the GODPR's priorities and
commitments have shifted and improved significantly; e.g., 1979 Central Go-
vermment expenditures for education, public health, and agriculture have all
increased substantially -— both absolutely and relatively, and are being ap-
plied to projects aimed at the poor. Despite an adverse international eco-
nomic en&ironment and an extremely destructive hurricane, the new administra-
tion is either keeping its expenditures in line with the published budgetary
commitments or exceeding them. Further, decentralization of financial and
administrative responsibility is accelerating project implementation.

The new administration's performance toward improvement of human
rights is attracting praise from several quarters. Among other things, ef-
forts have been undertaken to professionalize and remove the military and
police from partisan politics, Priscn administration has been reformed and
labor organizations are now exercising their rights more fully. The country
enjoys one of the freest presses in the Hemisphere and Santo Dominge has been
selected as the site for the headquarters of the United Nations' Internatio-

nal Research and Training Institute for the Advancement of Women.
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For a study in depth of progress and commitment, the reader is refer-
red to the Mission's recent appraisal of Section 102(d) contained in Santo

Domingo 6486, of October 18, 1979,

D. Host Country Develcopment Plan and Budget

The Dominican Republic has no natiomal development plan. The lack of
such a plan wag cited in the previous CDSS as a serious constraint to the
efficient allocation and utilization of resources and has unquestionably
been a contributing factor to the extent of poverty and lack of improve-
ment in the soclo—ecomomic conditions of the poor. The preseﬁt administra-
tion is still in the process of defining and elaborating a comprehensive
economic policy, but there have already been a number of encouraging deve-
lopments with respect to planning and setting public priorities. These in-
clude a more rational procedure for formulating and executing the public
sector budget, elaboration of a reasonably thorough and realistic four year
development plan for the southwest region, launching of an effort to formu-
late regional development plans in four other regions of the country, com—
pletion of a three year plan for capital projects utilizing external re-
sources, and the undertaking of a three year national development plan. The
latter was scheduled for completion late in 1979, but has been delayed
owing to extensive modifications made necessary by the damage caused by
the recent hurricanes David and Frederick.

The shift in emphasis by the new administration toward programs and po-
licies that will favorably affect the poor is clearly discernable in Central

Government allocations of expenditure by Secretariat for 1979, and those
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budgeted for 1980, Comparison of budgetary allocations by thg two adminis~
trations clearly shows a strong trend towards decentralization of expenditure
out of the Qffice of the Presidency and toward the line Secretariats. This
process is resulting in more control by the Secretariats over the capital ex-
penditures most closely identified with their everyday operatioms. Moreover,
the absclute size of the budget is increasing as well. There was an in-
crease in expenditures in 1979 of about 50%, and the projected increase for
1980 is 16.3%. Inflation will reduce the real increase in purchasing power
of these expenditures somewhat, but they still represent sizeable increments

in public spending.

E. Absorptive Capacity

The period bhetween 1966 and 1976, when real GNP more than doubled, pro-
vides ample evidence of the country's administrative and institutional abi-
lity to absorb massive infusions of investment, both public and private.
While the economy has coutinued to grow since then, despite serious adverse
movements in the terms of trade and abnormally severe weather conditioms,
considerable "slack" in the form excess of capacity and unutilized or under-
utilized resources now exists. In addition, the GODR Secretariats have im-
proved considerably in their ability to gather and analyze data, formulate
public policy, and administer programs. Both the IDBE and World Bank have
recently expressed confidence in the country's abscrptive capacity and are

rapidly expanding their loan portfolies here.
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F. Other Donors

The GODR's current expenditures have risen rapidly since the new admin-
istration assumed office some 16 months ago. This increase has resulted
in a corresponding reduction in current revenues available for the fi-
nancing of capital projects. Rather than shelve such projects, however, the
new administration has sought to continue them by means of borrowing from
international lending institutions —— especially the Inter-American
Development Bank (IDB) and the World Bank (IBRD). The disaster occasioned
by hurricanes David and Frederick has served to greatly accelerate this
process.

The relatively conservative fiscal policies of the previous adminis-
tration have given the new government an extraordinary amount of flexibi-
lity in seeking financing from external sources. As late as the end of
1977, the publically guaranteed external debt amounted to $609 million,
while interest and amortizatiom payments totaled only 3.4% of the value
of exports for that year. Given the new administration's more favorable
attitude toward external borrowing, together with the disastrous effects
of the recent hurricanes, however, loan commitments entered into by the
GODR mounted rapidly. By_June 1979, it had risen to approximately $975 mil-
lion and by year's end had exceeded $1,250 billion.
| The long range implications of the rapidly mounting extermal debt have
been the subject of much recent debate and controversy among Dominicans. In
the USAID's opinion, service payments on the outstanding debt should not
prove particularly onerous or be a comnstraint on the country's future deve=

lopment efforts provided that (a) loans are used for productive sectors,
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(b) the GODR retains access to concessional terms, (¢} future growth rates
in the GNP and exports proceed at historic levels, and (d) that imports of
petroleum products do not keep rising at the rates experienced during the
past year. As noted previously, the "bulge'" in extermal borrowing has
been the result of the new government's markedly different attitude toward
the use of current revenues to finance capital projects and the destruc-
tion wrought by hurricanes David and Frederick. There is every reason to
believe that the rate of increase in future indebtedness will slow appreci-
ably duriang the rémainer of the governmment’'s term in office, leaving ample
leeway to prevent future debt service payments from becoming a comstraint
to economic development.

The largest source of lending for the GODR has been the IDB, whose
portfolic now exceeds $520 million. Loans to the new administration exceed
$275 million. Many of these loans were already in advanced stages of nego-
tiation and were accelerated because of the hurricanes. The IDB's disaster
assistance for the hurricénes alone totaled nearly $100 million, however.
Thus far, the IDBE has concentrated the great majority of its resources in
the agriculture and energy -- especially hydroelectric =-- gectors, but also
has sizeable loans ocutstanding in a number of other areas, including trans-
port and communications, public health, industry, mining, and education,

The World Bank has a rapidiy expapding program. Thus far, the institu-
tion has lent the GODR and its autonomous agencies a total of $126 million.
Agriculture -- especially irrigation -- educaticn, tourism, and highways,

have received the great majority of these resources,
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The Mission's long~range goal is to improve the living standards of the

poor majority in the Dominican Republic. USAID/DR proposes a continuation

of its basic human needa approach to development during the peried of this

CDSS, concentrating on the following objectives:

Increased Income

Better Nutrition

Education

Family

Health Services

Shelter

Greater Small Farm production within an
input and marketing system which promotes
higher net income.

More job opportunities at wages adequate
to support family life above the poverty
line.

Food consistently available, of quality
and variety adequate to meet the UN's re-
commended minimum diet requirements.
Education opportunities which improve fa-
mily life (i.e., literacy, nutrition,
sanitation), and increase job skills.
Family planning services available to all
who seek them.

Public Health preventive and curative
services available through a system with-
in the GODR's ability to finance.
Housing, or building materials and sites

for self~-help construction.

Meeting these needs will require concentration and effective use of

resources available to the Dominican Republic:
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Human Resources - Host country managerial talent, both pu-
blic and privace,
Dominican labor force
Foreign expertise, both public and
private,

Financial Resources - Dominican financial resources, beth pu~

blic and private.

Reduction of imports of non-renewable
energy sources and foodstuffs to increase
domestic financial resources available
for development.

Foreign financing, both public and
private.

Natural Resources - 4 finite base of land, water, forest

reserves, atc.

Utilization and protection of this base
to allow continued support of the Domi-
nican population.

Qur overall strategy is based on the proposition that progress toward
meeting the above objectives can be made only through effective uses of
those resources available to the Dominican Republic. 'Resources™ are broad-
ly defined to include natural resources, and human and capital assets of the
public and private seccors both within the Dominican Republic and available
from foreign public and private organizations. Within this broad context,
A.I.D. is only one of several resources, and is a minor financial source com-

pared to domestic inputs and contributions from other donors. However, we
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believe that A.I.D. is in a position to affect major events during the plan-
ning period of this paper. Further, we believe that in the contemporary Do-
minican Republic, there are unique opportunities for economic and social
growth directed toward greater equity.

A major positive factor is the country's increasingly open political
system, a process which we assume will continue. The electorate’s increas-
ing participation in government and the enjoyment of widespread human rights
compares favorably with the Dominican Republic's neighbors in the Caribbean
basin. The first peaceful transfer of political power in the country's his-
tory, after elections with natiomal participation, took place in August 1978;
the next election for natiomal government will be held in May 1982. With in-
creaging frequency, the wisdom and effectiveness of government decisions ara
discussed and questioned in Congress (with one of the two chambers control-
led by the opposition), in the unfettered press (6 daily newspapers, & tele-
vision stations, and 117 radio stations), in the marketplace, in thousands
of publico taxicabs, and in the home. If this process continues, with the
government held accountable to the electorate, popular vote will continue to
be influenced by belief in the abilities of various parties to deliver ser-
vices and economic opportunities. Indeed, the president's campaign promi-~
ses of ccncentration.of resources and services in rural areas is regarded as
a key ingredient in his party’'s victory. The country is now in the period
in which these promises are being tested and judged.

Concurrent with growing political participatioen, expanding demands for
government services, and an increasing labor force, the country's sconomy

is in a five-year period of decline. Low prices for exports and high prices
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for petroleum imports have resulted in severe stress to the private sector,
and in turn to government revenues. Recent improvement in sugar prices,

the Dominican Republic's economic bell weather, have been more than offset
by petroleum increases. In 1979, petroleum imports of $360 million compris-
ed 35% of all imports, whereas ten years ago petroleum comprised only 77.
For 1980, petroleum imports are projected to range between $500 millionm and
$525 million, or nearly 507% of merchandise exports. The drain of petroleum
imports on the national economy obviocusly reduces the availability of re-
sources which could be dirscted toward developmental and basic human needs
programs,

Yet,.this adverse situation may have positive results by forcing the
government to plan effectively, use resources more wisely, and to take a
more active role in stimulating the economy. For example, the government
is already taking strong measures (many ﬁnpopular) to reduce petroleun con-
sumption by imposing high prices.

_An unexpected stress on the Dominican Republic resulted from the hur-
ricane disaster in the late summer 1979, which destroyed or seriously dam—
aged more than 40,000 homes, and caused extensive damages which were esti-
mated to exceed $800 million. But perhaps the most serious after-effect
of the hurricanes was widespread environmental damage, caused by up to
twenty inches of rain in a2 seven-day period. Erosion stripped the soil
from hillsides and left hills so channeled that they can never be farmed
again; river wvalleys wers flooded with such force that zll soil was swept

away leaving miles of rock and gravel in the place of small farms. In
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most instances, the damage is irreparable. The dramatic environmental damage
and itg effects, such as destruction of roads and bridges, damage to water-
sheds and silting of reservoirs, etc., has forced attention to the need for
better management of natural resources.

In summary, the country's financial problems have been exacerbated by
natural disaster. Participation in the democratic political process is en-
joying considerable increase and we assume that this participation will be
allowed to continue. The government appears to be placing greater emphasis
on planning and better use of its resources, and is giving attention to new
concerns including renewable energy and environmental protection. A size-
able portfolio of loan projects signed in FY-1980 will continue into the pe~
riod of this CDSS. And, national elections are to be held in 1982 and 1986.

It is within this context that the Mission's strategy is framed.

B. The Host Government - The GODR functions at three levels: internatio-

nal, within the community of nations, including a wider role in the Caribbean
and especially with Haiti; national, through laws and policies which affect
the entire country; and regional, through budgeting resources and managing

activities. USAID/DR will work at each level in varying degrees.

1. International - The Dominican Republic is an active participant in the

world community on pelitical matters, trade, tourism, cultural exchange, and
various technical and scientific subjects. International events are para-
mount to the development of the country. For example, decisions of the In-
ternational Sugar Agreement (ISA), of which the Dominican Republic is a mem-
ber, determine the amounts of sugar the country can export and the prices

which will be paid for the country's major export.
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As part of the USG's strategy for the Caribbean, we have been charged
to seek and encourage initiatives which lead to greater Dominican par-
ticipation and exchange with other Caribbean countries. As the second
largest country in the region, after Cuba, the Dominican Republic is sig-
nificant. Further, because of its increasing pluralism, commendable human
rights record, and efforts directed at ecomomic and social development, the
Dominican Republic offers a commeadable éxample.

Because of shared language, culture, and trade relationships, the Domini-
can Republic is much closer to the Spanish speaking countries which border tha
Caribbean than to the English spoken islands within the basin. Venezuela, the
Dominican Republic's major source of petroleum, is now also a source of conces-
sional loan assistance. Honduras exports most of the lumber used in this coun-
try. IICA (the Inter-American Institute for Agriculrural Sciences), head-
quartered in Costa Rica, is a valuable source of agricultural expertise., Many
Dominicans go to mexico and Puerto Rico for post graduate training, and Guate-
mala is comsidered one of the best training sites in the field of nutrition.
In view of these long standing relationships, the GODR needs little or no en-
couragement to maintain and expand contacts with its Spanish speaking
neighbors.

Under the present GODR administration, dialogue.with the country's French
speaking neighbor, Haiti, hasshown substantial improvement. The chiefs of
state of the two countries met twice during the past year, and issued joint
declarations of intent to improve working relationships. Discussions at the

diplomatic and technical levels include topics such as recruitment and treat-
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ment of Haitian migrant workers who come teo the Dominican Republic during sugar
cane harvest, watershed management along the border, soil conservation, malaria
control, the contrel of animal and plant diseases, and trade.

While all elements of this dialogue are important, there are a few items
which are particularly significant for Caribbean regionalism. Reconstruction
of the highway from Azua, in the Dominican Republic, to Port-au-Prince would
greatly improve overland communigation, and should estimulate trade and tour-
ism while reducing transportation costs, Financing of this highway reconstruc-
tion is appropriate for the World Bank and/or the IDB, or possibly through a
consortium of donors within the framework of the Caribbean Group. Possible Do=-
minican~Haitian projects.whiﬁh are appropriate for A.I.D. consideration include
watershed management, environmental protection, disease control, and energy,
areas of common interest which are already under general discussion between the
two countries.

Initiatives for Dominican involvement with the English speaking islands
are more difficult to identify, in that there is little traditional trade or
other exchange. However, there are a number of arzas of common interest
which offer opportunities. The general fields of science, technology, in-
dustry, energy, and agriculture have the greatest potential bacause there ars
countarpart Dominican institutions with English speaking officers. Public
health, education, employment, marine resources, urbanization, and preparedness
andreaction td natural disasters are also of common regional interest but ars
more diffiqult to deal with because counterpart organizations in these fields
have few English speakers. Depending on the nature of regional programs in the
areas mentioned above, USAID/DR will extend its good offices to encourage Do-

minican participation. But, the lack of truly regional institutions (as dis-
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tinguished from English-speaking island oriented institutions such as the CDB)

is an obstacle to Dominican regional participation with these countries.

2. National - A wide variety of legislation, policies, budgets, atc.,
at the national level are critical to development and equity. In particular,
the budget process, and questions such as energy uses and sources, population
poelicy, public health initiatives, public education, employment policy, in-
térest rates, agricultural prices and support policies, and envirommental
protection measures can only be resclved at the national government lavel.

A number of public and private entities of varying political strength
and effectiveness influence national level actions, and compete for power
and budget resources. Over the past seventeen years, USAID/DR has concen-—
trated its assistance to and through nationmal institutions, particularly the
Secratariats of Agriculture and Health, and more recently also the Secrstariats
of Education and Public Works, and the Technical Secretariat of the Presidency.
We will continue this process, albeit with a somewhat different form. Those
problems which require a broad approach, such as employment policy, energy,
small industries, swine fever, etc., will be addressed within a national
context. Increasingly, however, we will be seeking to focus our programs
on geographic areas as appropriate. For example, natural resource manage-—
ment may best be approached on a watershed basis. Upgrading of low cost
health delivery systems to larger rural towns will proceed by regions. A
follow-on education sector loan will likely address rural scheools in a gi-
ven region. At the sameitime, each of these efforts will involve a strenght-
ening of the core institution or Secretariat. Thus, we see a continued em-
phasis on national development efforts, with a growing tendency to seek spe-

cific developmental areas of the country for application.
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3. Regional - Fiscal and decision-making power has long been con-
centrated in the Central Government, but there are now some indications of
decentralization. The term '"regional” has several uses in the Dominican
Republic; the safest definition common to all usage is that a "region'' is
a sub-division of the nation. In the broad geographic sense, the country
is divided into zones: southwest, frontier, northwest, sierra, the Cibao,
north coast, easl, central, and the capital. These terms are in daily use,
but are general terms without precise geographic limits and map definition.
Present Dominican approaches to regional development do not compare to the
accepted definition from counﬁries such as Brazil, or from the literature of
development.

For adminiscrative convenience, the major GODR institutions have
divided the country into regions, with sub-regional offices. Unfortunately,
each institution has its own system of regions and locations for field of-
fices. Also, the degree of decentralized decision-making allowed regional
directors varies by Secretariat,

At present, there are neither the resources nor the organization—

al framework for am integrated regional approach. The latter represents

- the more difficult problem to solve., Within the agriculturallsector alone,
there are eight independent governmental entities, each of which is crici-
cal to success of agriculcural activities. The Secretariat of Agriculture
maintains research and extension, manages sales of farm inputs and limited
marketing services, and attempts Lo make overall sector plans; the Agricul-
tural Bank (AgBank) manages concessional credit; the 0ffice of Community De-
velopment (ODC) offers training in rural organization and supports self-help

projects; the National Hydrologic Inscitute (INDRHI) manages most water re-
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sources including irrigation; the National Price Institutions (INESPRE) sets
prices and runs a price support program including'the purchase of some crops;
the Dominican Agrarian Iastitute (IAD) is a sizeable landowner with state
farms, cooperative farms, and a limited amount of land reform; the State Su-
gar Council (CEA) is also a major landowner and manages the state sugar and
ranch operations; and supervision of forest reserves is under the Dominican
Military. Most of these organizations should be invelved in integrated ru-
ral development, as wall as the Secretariats of Education, Health, and Pu-
blic Works. At the same time, a greater role must be sought for municipal
governments within the area of any regional development program. USAID/DR
has had positive experience at the regional level with the Secretariat of
Health in a2 loan funded basic village health project, which started in three
of the poorest areas of the country: the southwest, frontier and the north-
west. Based on successful initial experience, the village health approach
has now-been‘implemented in all of the Secretariat's rural regicms. A loan
project with the Secretariat of Education, signed in FY-1879, also is aimed
at a particular region. However, little experience is available from this
project because of hurricane-related delays in project activities.

In addition, the GODR has recently unveiled three new regional
development plans: a plan for the rehabilitation of the south-central re-
gion, an operating plan for the southeast, and a regional development plan
for the Cibao region. Another regional plan, largely sponsored by the
private sector in Santiago, and financed by the GODR, is Plan Sierra, lo-
cated in the northcentral mountains and highlands. Another localized proj-
ect is dealing with land settlement, and land and water use in the Azua area

at the margin of the southwestern zone. This project is related to irriga-
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rion supplied from an IDB financed hydroelectric dam. These efforts repres-
ent a new approach by the GUDR to development planning, and each is somewhat
distinct in its make-up. It is yet unclear what particular pattern will
emerge; however, the trend is clear -— the GODR has begun a serious effort
to decentralize the government apparatus for program planning and execution.

The regional plans demonstrate a GODR desire to move towards.a
less concentrated structure which would be more responsive, effective and
efficient in méeting its stated objectives and goals. USAID/DR believes
some deconcentration of budgetary and decision-making responsibility and
authority of both the planning and execution of development efforts is a
necessary condition for significant, sustained progress in dealing with the
Dominican poverty situation.

The issues regarding a deconcentration strategy have yat to be
well defined. Most often the GODR desire for reduced concentration has
been expressed in terms of ''regional" initiatives, i.e., approaching the
problems, potentials, and plans for a sub-national "region" on a mulei-
disciplinary, wmulti-agency basis, In a few cases the implicit objective
is decentralization within an individual GODR agency, i.e., delegation of
responsibility and authority -- along with the allocation of personnel
and budgets -- to lower levels within the Central Government in Santo Do
mingo and/or to regional, province, and other local offices. It is quite
unclear to what degree the GODR would be willing to adopt a significant
"decentralization" strategy. A ''regional" strategy, however, has been
widely expoused recently. As noted, regional planning by the Central Go-

vernment, vis-a~-vis sub-national initiatives, has already been initiated
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although no significant manpower or budget rescurces have been allocated to
multi-disciplinary, multi-agency, or sub-national level coordimation of "'re-
gional"” development activities.

While there does not yet exist a consensus within the GODR re-
garding a strategy for significant restructuring towards either regionaliz-
ation, there does seem to be a widely accepted inclination towards further
deconcentration, i.e., delegating more decision-making authority to the
various Central Government agencies. A proposad FY*lQSZ Regional Rural De-
velopment Project is designed to assist the Government in developing more
effective methods of dealing with poverty within the context of responding
to local problems and developmental potentials. As the project is developed,
the Mission will explore possibilities of incorporating various aspects of
decentralization of individual agency activities as well as of ragionaliz-
ation of multi-agency afforts.

Identification of specific region(s) must await further discussions
with the GODR (possibly with a new GODR administration after the elections
in 1982), and will hinge on the availability of funds and the plans of other
donors. However, an attractive area for an integrated regional program is
made up of the provinces of Azua, San Crist®bal, andé Peravia, which is also
the zone most affectad by the hurricanes. The area is a sub-division of
the "south-central" region defined by the GODR as extending from Azua east
tc San Pedro de Macoris. The Mission's tentative selection of this region
is based on several factors, in addition to the area’'s need for develop-
mental assistance to recover from hurricane destruction., Potential for

development is great in this region. Its population is about 500,000, with
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150,000 urban and 350,000 rural, providing a population size and balance for
both rural and urban activities. San José@ de Ocoa, Padre las Casas, and
several smaller farm towns are in the region, with Azua, Bani, San Cristdbal,
Sabana Grande de Palenque, and Haina as urban centers of growing importance.

Meanwhile, the Mission will be sponsoring a series of studies on
rural to urban migration patterns and the role of secondary cities in the
country. These studies will be aimed at developing suggestions to alleviate
the population burden faced by Santo Domingo and Santiago (and ultimately

the U.S. through illegal migration) in meeting social needs.

c. An Expanding Program in Transition

In recent years, USAID has followed a rural oriented basic human needs
strategy with major emphasis on small farmer food production‘and improve-
~ ment of social services in rural areas. This strategy has been carried out
through a series of sector lecans in agriculture, health, and education. The.
sector loans have been supplemented by other loans and grants generally
aimed at improving the government's institutional capacity to reach the ru-
ral poor (e.g., rural roads maintenance and rehabilitation loan and the Do-
minican Development Foundation grant). In part because of these projects,
the institutional abiliry is largely in plage to allow expanded and new ac-
tivities.

The Mission's last CDSS identified certain negative long term trends
which create serious obstacles to the nation's growth. In particular, the
Dominican Republic's high unemployment rate and rising petroleum import bill
have been and will continue to be causes of concern. As a consequence,

small grant funded programs have been initiataed, primarily to conduct
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studies. At the same time, several important events have transpired since the
last CDSS. A new GODR administration has been in office for one year. Its
stated priorities are consistent with A.I.D.'s emphasis on the poor majority
especially the rural poor. They have taken positive and concrete steps in
this direction. We believe the USG should support these efforts with an ex-
panding program. Also, during the periocd, two devastating hurricanes struck
the country, saving their worst damage.for the rural poor. Many are still
homeless and without roads and services — six months after the fact. The
GODR, other donors, and the Mission dedicated our energies amd most of our
FY-1980 program to the recovery. As a consequence, we have also adjusted
our FY-1981 program to include a much larger proposal for natural resource
management. We also see an expanding need to create jobs where the major-
ity of the pecple are moving -— to the urban centers. They will require not
only jobs, but shelter. Thus, we see vocational education and small in-
dustries development as critical, and the expansion of home construction,
though access to HIG funds, as a complementary and urgent need.

At the same time, the gains of institutional strenghtening and ex-
panded sociazl services will be consolidated. The GODR is already assuming
the increased costs of a vastly improved Secretariat of Agriculture, develop-
ed with considerable assistance from two A.I.D. agriculture sector loans.
The Secretariat of Health is assuming the recurrent costs of the basic
health service now in place. The Secretariat of Education's weak perform~
ance in executing the current A.I.D. sector loan -- its first -- puts it
behind the progress made by the other social Secretariats. Hopefully, its
performance will improve to justify increased assistance in this priority
gsector. These consolidation efforts will be significantly aided by access

to PL~480 Title I proceeds in the coming years.
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Within this approach, however, specialized concerns will demand at-
tention. Schistosomiasis is becoming prevalent and an urgent response is re-
quired. After further study, we may propose significant assistance. Educa-
tion materials are almost non-existant in rural schools. Implementation of
the education sector lean may reveal compelling need te fill this gap.
Finally, we see a continued need t¢ support private sector education activi-
ties in the field of non-formal education, as a partial answer to the de-
monstrated weakness of the current public education sector.

A final consideration is the question of land reform and its place
within our proposed strategy. We do not foreéee a major role for this Mis-
sion over the planning pericd on a m&jor address to the serious problem of
land reform. The GODR has some toels — largely legislation vequiring lands
benefiting from large scale rural infrastructure to donate part of the im-
proved land to the State -— but the comprehensive settlement approach used
by the GODR requires large capital investments in irrigation, roads, etc.,
with a resultant high per capita cost per family. We believe scarce A.I.D.
resources can have wider impact in other areas. Fortunately, other donors
such as the IDBE have begun to suppoert the GODR's e.fforts. Accordingly,
A.I1.D. assistance in this area is not critical and it is not.proposed. This
may change over the planning period as the GODR reviews and diversifies its
approach te this problem.

Because of these other factors, the strategy presented in this
paper is somewhat transitional in nature. The new GODR administration is
only beginning to formalize national development plans. Therefore, many of
the terms used in this CDSS such as Caribbean regionalism, natural rescurces,
energy, and regional approaches within the Dominican Republic have not been

fully discussed with Dominican authorities and other donors, and are not well
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defined. Nonetheless, we believe that these are the directions in which the
GODR will mave, and our strategy is framed to follow these initiatives as
circumstantces permit through FY-1986. The following chart shows schema-
tically the flow of Mission activities and major events which have led to

our plang for FY-1982 and beyond.

D. AEEroach

For the planning period, the Mission proposes to concentrate its activi-
ties under four management units, using where possible, private intermediar-
ies and the Peace Corps. In scme instances, our support will.be primarily
financial with host country institutions charged with management and imple-
mentation of projects. Other donors are making major contributions in the

four areas of concentration, which are as follows:

1. Bagic Human Needa

a. Greater Small Farm Output and Income: A loan for Rural Road

Maintenance and Rehabhilitation (FY-1979/1980) will continue disbursement
through FY-1983. 3Both the World Bank and the IDB have made sizeable fipan-
cial commitments for the road networks and it is unlikely that the USAID
will propose further investments in infrastructure, except as part of in-
tegrated regional development. The Small Farmer Agricultural Rehabilita-
tion program which is being designed to exactly complement A.I.D.'s program.
Future A.I.D. inputs for food crop cradit will be funded through PL-480
Title I sales, as will be the exﬁansion of community input/marketing service
centers. The Natural Resource program, however, may include credit packages

for small farmer inputs for improved land management.
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b. Better Nutrition - This will be treated as an inter-related

problem of productién and marketing of food, nutrition education, and pu-~
blic health. In the opinion of some medical experts, the most important

- and immediate health intervention in autrition should be reduction of the
now widespread incidence of gastrointestinal diseases. Because of chronic
diarrhea, much foodvalue is lost because foods are lost before being
digested.

c¢. Education Opportunities: An Education Sector Loan (FY-1979)

for rural elementary education will continue disbursement through FY-1982.
By coincidence, the rural area selected for this project is the same area
most affected by the hurricane disasters, which accentuates the importance
of the locan, The only other major project under cogsideration in formal
education is a loan for education materials production, which will be car-
ried out by a private foundation, although the Secretary of Education will
be a co-signer of the loan and an active participant in the project. The
thrust of further Mission education activities will be in non-formal and
vocational educaton, with local private organizations. Correspoudence and
radio educatijion will be emphasized. (The Mission has had successful ex-
perience with this approach, with $3.1 million in prior year loans, and
$700,000 in grant support.)

d. Family Planning: Neither host government attitudes nor

likely Mission staffing levels augur well for a bilateral program. Fortun-~
ately, the Dominican Republic has public and private institutions which
have good and expanding family planning programs. These institutions are
gener#lly imaginative and have good records managing expandiag programs,

but face a lack of funds, the major constraint to provision of more servicea.
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The Mission plans to seek greater financial support from all sources, to
urge that Title I funds be earmarked for the local costs of family planning
and to request more TDY support from AID/W officers and representatives of
private family planning organizations in the international community.

e. Health Services: A strong start has been made in low cost

preventive and curative services, financed under twe health sector loans.
A basic village health program is now active in about 1,000 rural communi-
ties with more than 4,500 community volunteers trained by the project.
Potable water and latrines will also be provided in some of the poorest
rural communities in the country under the second loan (FY-1979), which will
continue disbursement through FY-1982. The Secretary of Health has asked
Mission assistance to expand the village health program to include almost
all rural communities and is congidering an urban program based on the vol-
unteer health worker approach. The GODR has also requested Mission assist-
ance in studying the prevalence of schistosomiasis, and formulation of plamns
to contrel and eradiéate the disease.

£. Housing: USAID/DR has been requested by the GODR to assist
in a shelter/urban poverty study as soon as possible to design programs of
shelter and service needs. Basaed on the study, the Mission will framé
projects using the Housing Guaranty Program and ancillary grant programs.
Further, to the extent possible, we will engage in housing activities with
private voluntary organizatcions, because of their special outreach capabi-
lities and their experience gained through housing projects following the

hurricane disaster.
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2. Employment - Although access to employment at reasonable wages is
a basic human need, the magnitude of the problem is such that it deserves
treatment as a separate major concern. The Mission's first steps have been
in a limited amount of vocational training, and a major grant project to im-
prove the analytical base for decision-making and planning for employment
policies. The Mission plans to increase its involvement in vocational aduc-

ation, efforts to stimulate agro-industry, and small businesses of all typas.

3. Natural Resources - USAID/DR has made a start in the natural re-

sources area through the centrally funded cowmprehensive Resource and Evalua-
tion and Inventory System (CRIES) project, now in its second year of im-
plementation. Based on the initial work of CRIES and growing GODR interest
in its resource base, a natural resource management project is sche&uled to
begin in FY-1981 with implementation to continue through FY-1984. This proj-
ect, along with further Mission/GODR activities, is planned to develop an
inventory of soil and water resources, to prepare specific plans for the most

effective uses of resources including changes in cropping and land reform
practices, and to implement conservation practices both as pilot/demonstra-

tion models, and as national programs.

4, Energy - The approach taken by the Mission so far has been one of
assuring that a proper analytical base for government poligy-making has been
laid; the development of the GODR's institutional capacity for planning and
opaerationg in the energy area; and support for specific experimental and
pilot activities which carry a promise for substantial ﬁayoff in the.near

future.
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The principal objective of the Mission's energy assistance program
is to help reduce the nation's dependence on imported fuels and increase the
availability of energy t§ low income groups by encouraging (l) energy con-
servation and efficient resource management, and (2) development and utiliz-
ation of indigenous energy resocurces, including solar energy, wind, hydro-
resources, and biomass (trees, plants, bagasse, and other agricultural and
animal wastes).

For the planning period FY-1982/1986, the Mission's principle
energy assistance objectives will remain the same -- to reduce the depend-
ence on imported fuels through conservation and development of local energy
sources. The scope of the Mission program may remain relatively limited or
might take on the character of a major strategic effort depending on the

availability of funds.

PART III - ASSISTANCE PLANNING LEVEL

The DAEC Review of the FY-1981 CDSS did not take issue with USAID/DR's
planning level of $41 million for FY-1985, nor with the yearly planning
levels leading to 1985. The Indicative Planning Allocation (IPA) figure of
$19 million suggested for FY-1986 under the current CDSS exercise appears
unrealistically low on several counts. (1) The Dominican Government has
undertakan a series of equity related initiatives directed toward the poor,
which deserve our sustained support. Although the administration may
change in 1982, the developmental momentum being generated should continue
and should be supported if government policy continues to focus on equity

matters. (2) The Dominican Republic has increasing need for concessional
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loans. Although there are indications that export earnings will improve over
the next few years, ascalating petroleum import costs poses severe problems
for the economy. (3) the GODR needs financial and technical assistance to
deal with other renewable energy sources as alternatives to fossil fuel im-
ports. Also, the effects of two major hurricanes has accelerated the al-
ready urgent need for assistance in a major new government -initiative,
protecti&n and management of the natural resource base. (4) The Dominican
Repﬁblic has demonstrated economic and managerial ability to absorb large
sums of extermal capital. (5) The Dominican Republic is the second largest
country in the Caribbean after Cuba, has a long close relationship with the
United States, and has an excelleat record in human rights. Within the
context of Caribbean regionalism, the country can serve as a model and lead-
er. Both economic and polirical considerations argue compellingly in favor
of USG assistance well above the IPA level.

The IPA figure, and the implication of similar levels from FY-1982
through FY-1985, limit our ability to enter the areas of employment, energy,
and natural rescurces in any meaningful way. By implication, ocur activities
would be restricted to assistance in basic human needs. Therefore, we

propeose the following funding levels which exceed the IPA.



60

Proposed Levels by Management Units

Development Agssistance ~ Loans And Grants

Management Unit FY-82 FY-83 FY-84 FY-85 FY-36 TOTAL
1. BHN

- Small Farm Out-
put & Income
- Better Nutri-

tion
- Education 27 25 25 10 35 122
~ FP
~ Health
- Shelter (HIG) (15) (20) 35
PL~480
Title I (15) 135) (15) (z2Q) (de)) 85
Title II {3 ( 5) (5 (3 (3 25
2. Employment 10 10 10 30
3. Natural Resources 15 25 40
4, - Energy 15 15 2Q 50
Proposed Funding Levels by Functional Account
F{-82 FY-83 FY-84 FY-85 FY-86 TOTAL
Agr./Rural Dev, 15 25 25 65
Health 6 15 10 31
Education 5 10 10 26
Special Dev. Problems
and/or Multiple Ac-
counts
- Emplovment iQ 10 10 30
- Natural Re-
sources 15 25 49
~ Energy 15 L3 20 50
Total DA Loans & Grauts 52 40 30 35 63 242
qHIG 15 20 35
PL-480
Title I 15 15 15 20 20 85

Title II 3 5 5 5 5 25
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The package of assistance proposed is almost entirely loan financed,
drawing upon development assistance, HIG, and PL-480 Title I. A develop-
ment assistance grant level of $3 to $5 million per year is suggested for
the planning period for studies, project preparation, participant training,
and institution building. We propose continuation of the PL-480 Title II
grant program on humanitarian grounds for maternmal/child health projects
complementary te basic human needs activities.

Implementation of our strategy, while maintaining both sound steward-
ship as managers of USG funds and timely preparation of new projects will
require some readjustment of the Mission's style. It appears unlikely that
increases in direct hire staff assigned to USAID/DR can be expected. At
the least, we propose no reductions in.current staff of 21 USDH.

Therefore, we will continue to increase the participation of local and
foreign private voluntary organizations in A.I.D. financed activities, and
seek grsater involvemant of the Peace Corps in project implementation. Alsc,
we will increase our reliance on AID/W for assistance in project preparation

and evaluation.





