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PROJECT AUTHORIZATION AND REQUEST FOR ALLOTMENT OF FUNDS 

Name of Country: Dominic8 

Name of Project: Dominica Banana Company Project 

Number of Project: 538-0083 

Pursua~t to Part II, Chapter 4, Section 531 of the Foreign 
Assistance Act of 1961, as amended, and to Redelegation of Authority No. 
133.3, I hereby authorize a grant to Dominica of not to exceed One 
m111ion seven hundred fifty thousand United States Dollars 
(US$1,750,000), the "Authorized ~ount" to help in financing certain 
foreign exchange and local currency costs of goods and services for the 
project as described in the following paragraph. 

The project will support the restructuring of the banana industry 
in Dominica and will include the following elements: 

(1) Creation of financially viable Dominica Banana Company 
(DBC); and the Dominica Ban~na Producers Association 
(OBPA); 

(2) Privatization of sUb-components in the industry; 

(3) Maintainance of a leaf spot control program including 
financing of spray oil, fungicides and other 
commodi~~~~4and equipment necessary for the project; 
and 

(4) Financing of procurement of professional, technical 
and admiilistrative services. 

I approve the total level of AID appropriated funding planned for 
the project of not to exceed One million seven hundred fifty thousand 
United States Dollars (US$1,750,OOO) of Grant Funding during the period 
FY 1982 through FY 1984. 

I hereby authorize the initiation of negotiation and execution of 
the Project Agreement as the case may be, by the officer to whom such 
authority has been delegated in accordance with AID regulations and 
Delegation of Authority, subject to the following essential terms, 
covenants and major conditions, together with such other terms and 
conditions as AID may deem appropriate: 

A. Source and Origin of Goods and Services 

Except for ocean shipping, goods and services financed by 
AID under the project shall have their source and origin in the United 
States and the cooperating country. Ocean shipping financed by AID under 
the project shall be procured in the United States, except as AID may 
otherwise agree in writing. 



B. Conditions Precedent to Disbursement 

1. First Disbursement. .Prior to the first disbursement 
under the Grant, or to the issuance by AID of documentation pursuant to 
which disbursement will be made, the Grantee will, except as the Parties 
may otherwise agree in writing, furnish to AID in form and substance 
satisfactory to AID: 

(a) An opinion of counsel acceptable to AID that this 
Agreement has been duly authorized and/or ratified by, and executed on 
behalf of, the Grantee, and that it constitutes a valid and legally 
binding obligation of the Grantee in accordance with all of its terms; 

(b) Evidence of the formation of a new Dominica Banana 
Company (DBC) with operational aspects, including financial controls, and 
an organization, including senior staff and board members, acceptable to 
AID; 

(c) Evidence of the formation of the Dominica Banana 
Producers Association, or an equivalent organization, as a group which 
will represent the interests of banana growers to the DBC and the 
Government of Dominica; 

(d) Evidence of an Agreement between the Grantee and DBC 
which contains a commitment by the DBC to the Grantee that the DBC agrees 
to observe and act in conformity with the SpeCial Covenants, Conditions 
Precedent and the Annex I Amplified Project Description of this Agreement; 

(e) A time-phased plan for the diversification of "boxing 
plants to private sector groups which at a minimum shall result in the 
divestiture of 22 boxing plants by the end of 1984. 

2. Condition Precedent to Any Disbursement for Project 
Expenditures Incurred Duri~ the Second Year of the Project. Prior to 
any disbursement or to tht issuance by AID of documentation pursuant to 
which disbursement will be made for any expenditure other than technical 
assistance incurred after October 1, 1983, the Grantee shall, unless the 
Parties shall otherwise agree in writing cause to be produced, in form 
and substance satisfactory to AID, a feasibility plan for the 
divestiture of other cperation$ such as transportation, input supply and 
pest control and, ~ith regard to than plan, furnish A.I.D. with a list of 
actions which the DBC governing board has taken or directed to be taken 
concerning divestitures recommended as feasible by the plan. 

3. Condition Precedent to Initi31 Disbursement for Agricultural 
Chemicals: Prior to any disbursement, or to the issuance of 
documentation pursuant to which disbursement will be made for the 
procurement of agricultural chemicals, the Grantee shall, unless the 
Parties shall otherwise agree in writing, present in form and substance 
satisfactory to AID, evidence of a time-phased procurement plan together 
with evidence of availability of the necessary resources to manage and 
carry out the spraying process and a technical plan for the spraying 
process. 



Special Covenants. The Grantee shall covenant as fQllows: 

(a) The Grantee shall assllre that the Dominica Banana 
Company will operate in such a manner as to promote its development into 
a financially viable organization. The evaluation of its operation will 
be based at a minimum on the performance targets established in Annex I 
under "Measurements of Financial Viability". AID may at its option 
suspend disbursements for agricultural chemicals under the Project if the 
DBC is not operated on a sound financial basis, including meeting the 
performance targets established in Annex I. 

(b) The Grantee shall assure that input sales activity 
undertaken by the DBC must be done without increase in credit levels to 
growers beyond that as of the date of this Agreement or must be for cash 
or against prepaid cess; furthermore all inputs must be at full market 
value. 

(c) The Grantee shall assure that no new credit except 
that allowed in 5.l(b) above can be extended by th DBC to any borrower, 
including DBC staff, for any purpose without the prior written approval 
of A.I.D. 

(d) The Grantee shall assure that no expenditures for 
purchases of fixed assets will be allowed without the prior written 
approval of AID; 

(e) The Grantee shall assure that, unless AID gives its 
prior written approval, no principal payments against long-term loans 
from banks and other creditors will be made during the period October 1, 
1982 to March 31, 1985, except those scheduled on the CDS loans, and 
except for payments arisin~Js~~ (i) below; 

(f) The Grantee shall assure that, unless AID gives its 
prior written approval, no payments against loans from Geest Industries 
will be made during the period January 1, 1983 to March 31, 1984. 

(g) The Grantee will assure that unless AID gives its 
prior written approval, reductions in outstanding debts, trade creditors, 
other than Geest will be limited to no more than $200,000 per quarter, 
excepting payments arising from (1) belowi 

(h) The Grantee will assure that the ~BC undertakes no 
2dditional long-term borrowings or increases in short-term borrowing 
limits without the prior written approval of AID; 

(i) The Grantee will assure that the gross cash flow, 
surpluses, if any (cash inflow payments to growers, other operating 
costs, interest and principal payments, fixed assets, purchases and trade 
creditors reductions, plus donor assistance in the form of grower inputs, 
other materials or cash) will be assigned as follows: 

(i). If the net cash flow surplus (gross surplus less 
donor assistance) is positive, 75% of the net 
will be used to further reduce long-term debt 
and/or trade credit; the remaining 25% along 



with an amount equal to donor assistance will 
be placed in a contingency fund for disasters or 
for other purposes agreed to by AID and DBC. 

(ii). If the net cash f10t.l surplus is negative , the 
entire amount of the gross cash flow surplus 
will be placed in the contingency fund for 
di~asters or other purposes agreed to by AID and 
DBC. 

(j) The Grantee shall cause to be establis~ed, within 3 
months of the date of the signing of the Project Agreement, a fertilizer 
procurement and supply/distribution system, acceptable to AID, which 
eliminates accrual of losses and extension of credit beyond present 
levels or subsidization of costs to the growers. 

Regional Development Office/Caribbean 
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I. SUMMARY AND RECOMMENDATIONS 

A. Recommendation 

The Regional Development Office/Caribbean recommends the authorization 
of the Dominica Banana Company Project in the amount of $1,750,000 over a period 
of 27 months. 

B. Grantee 

The Grantee is the Government of Dominica. The funds provided under 
this project will be used by the Grantee for the exclusive purpose of procuring 
certain commodities and technical assistance required by the Dominica Banana 
Company. 

C. Problem Summary 

The banana industry in Dominica is in a state of crisis. The Dominica 
Banana Growers Association (DBGA) is bankrupt with an estimated net worth of 
negative $5.3 million. Prices paid to growers for fruit delivered to the DBGA 
have been below e:')timated production cost for most of 1982, and grower confi dence 
in the ildustry has eroded. Consequently, banana growers are not investing in 
fertilizer and labor to sustain the volume or quality of fruit demanded by the 
export market. Moreover, due to the financial crisis in the DBGA, it ha~ not 
been able to ~urchase the oil and fungicides required to maintain control of 
leaf spot disease. The interrruption of this e~sential disease control function 
has contributed to a high proportion of rejected fruit and has exposed the 
industry to the risk of a major disaster that would resul-c from widespread 
infestations of leaf spot di~case. 

The major contributing factors to this financial crisis include: the 
Hurricane damage in two successive years (1979 and 1980) which significantly 
reduced DBGA volumes without reductions in fixed costs; pressure by the former 
Government that forced unwarranted borl't-wing by the DBGA which was used to give 
large payments to growers for political purposes; the p c~ipitous negative move­
ment in the U.K. Pound/U.S. Dollar exchange rate during the last year which 
Grastically reduced the E.C. Dollar revenues received by the DBGA without affect­
ing costs; and fi~ally, the operating inefficiencies and poor manaqement of the 
DBSA. 

It is now generally recognized that the problems affecting the DBGA are 
systemic not temporary; and the problems are organizational as much as they are 
agricultural. This conclusion is the central theme in each of a series of 
reports ~repared after studies of the banana industry. Detailed financial and 
operating analysis described in consultants' reports indicated severe operating 
inefficiencies in boxing, spraying and input supply systems, needed financial 
reporti ng procedures were absent, and management was inadequate. In t:le past 
six months, at the insistence of AID and BOD and with strong pressure by P.M. 
Cha rl es, some improvements have been achi eved especi ally oj n fi nanci a 1 reporti n9. 
However, unless structural changes are made and costs are reduced, the DBGA 
could become inoperative due to lack of funds and the Dominica banana industry 
could well collapse. Such a collapse would not only result in a major economic 
hardship for thousands of Dominicans, it would very likely endanger- the political 
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stability of the country. Furthermore, it has been stated by the marketing agent 
(Geest Industries) that a major reduction in the availability of bananas from 
Dominica would jeopardize their ability to continue buying and shipping bananas 
from this Region. Such a loss would be devastating, economically and politically 
throughout the Regi on. Restructuri ng of the industry functi ons served by the 
DBGA is needed and major sustained assistance is required in order to allow 
sufficient time to successfully complete it along sound economic lines. 

The Government of Dominica has committed itself to undertake ct major 
restructuring of the banana industry by: (1) dissolution of the DBGA, and the 
creation of a statutory Company, the Dom"inica Banana Company (DBC), to takeover 
the essential marketing activities of the DBGA; (2) spinning-off or contracting 
out boxing plant operations, spraying ser~ices and other functions that can 
reasonably be accomplished by private individuals or groups; and (3) the forma­
tion of a Dominica Banana Producers' Association (DBPA) to act as representative 
for the Growers' interests. The new DBC will be controlled by a nine member 
Board of Directors composed of individuals from the private business sector and 
others with demonstrated skills in financial and organizational management. 

The new Company will takeover the assets and commercial liabilities of 
the DBGA. The majority of existing long-term debt has been rescheduled with the 
agreement of Royal Bank of Canada, Barclays Bank International, and Geest 
Industries. 

The British Development Division has been providing significant Grant 
assistance to the DBGA in the recent past, and has indicated its willingness to 
continue support to the DBC provided that management and financial performance 
is steadily improved. 

Forecasting of cash flows for the banana industry (as embodied in the 
DBGA and/or DBC) have now been completed utilizing the services of a chartered 
public accounting firm. Taking into account key assumptions regarding the various 
factors which affect the industry, the estimated amount of assistance which the 
DBC will need from September, 1982 through December, 1984 is US$3.5 million. 
This estimate assumes no major weather or disease disasters, a moratorium on 
repayment of existin~ long-term debt which has already been agreed, relative 
stability in both the London Green Market Price for bananas and the U.S. Dollar 
to British Pound foreign exchange relrttionship, and minimum payments to growers 
at a level expected to keep them growing bananas. 

D. Project Summary 

To respond to the cnS1S in the Dominica banana industry and support 
the initiative of the GOD to restructure that industry, the project will finance 
procurement of spray oil and fungicides essential for the control of banana leaf 
spot disease; and will finance long-term technical assistance to accelerate the 
transfer of boxing plant operations to private firms. The project will also 
finance short-term consultants to: (1) assess the potential and devise plans to 
transfer spraying operations and input supply services from the DBC to private 
firms; and (2) design an improved system for communicating between boxing plants 
and DBC central office based on management requirements. 



The project will complement assistance being provided by the British 
Development Division to the Dominica banana industry and is fully supportive of 
the plans of the Government of Dominica to re-establish the industry on a sound 
financial basis as a commercial business. 

Under the project most (75%) of the AID Grant will be used to purchase 
spray oil and fungicides for leaf spot control. Regular spray applications of 
these materials is absolutely essential for sustained cummercial banana produc­
tion in Dominica because fruit from banana plants infected with leaf spot disease 
are simply unacceptable for the market. The new Dominica Banana Company is 
unable to purchase the spray commodities, due to their poor initial financial 
condition inherited from the DBGA, even though the DBC has the personnel, equip­
ment, and technical capacity to maintain a disease control program. Therefore, 
AID grant funds will provide oil and fungicide in an amount equivalent to two 
years requirement in Dominica under normal growing conditions. Thus, the DBC will 
be able to maintain the vital program of leaf spot control durillg the period of 
industty restructuring. At the end of the project, cash flow projections show 
that the DBC will be able to purchase spray commodities on a routine basis as an 
ordinary operating expense. 

Under the project, about 25% of the AID grant funds will finance tech­
nical assistance. The AID grant will support two long-term small business 
advisors for a period of two years to assist private individuals and groups 
undertake boxing plant operations on an independent basis. The spinning-off of 
boxing plant operations to private firms is a key structural change in Dominica 
banana industry to be accomplished by the DBC. Technical advisors in small 
business accounting, personnel, budgeting, and operations control will work 
intensively with individuals selected to "box bananas II on a fee for service 
basis. Existing boxing plant facilities owned by the DBC will be leased or sold 
to private firms, who in turn will be totally responsible for fruit reception, 
grading, weighing, and final boxing. The AID Project funds wi)l assure that 
reasonable levels of technical assistance are available to individuals selected 
to fill the entrepreneurial functions associated with private boxing plants. 

AID project funds will also finance consultant services to assess the 
potential for placing other banana industry services like leaf spot spraying 
and input distribution in pr'ivate sector firms, and when found feasible to 
design operational plans for the DBC to divest its~lf of these functions. 

The activities called for in this project design are found to be 
technically and financially sound, an(' are consistent with the economic and social 
objectives of the Government of Dominica. In particular, spraying for control 
of leaf spot disease in bananas has been reviewed in depth, including an environ­
mental asses~ment. RDO/C has determined that the methods used in Dominica to 
control leaf spot are technically appropriate, implementable, and present no 
threat to the environment. 

The institutional and organizational aspects of the project present no 
unusual social innovations, Dominican farmers are very much cash crop oriented 
and independent entrepreneurship is the norm in the business community. Actions 
to establish more of the boxing plant operations as private firms is believed 
to be both workable and efficient. 
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The economic and financial analysis of the Dominica Banana Company 
Project show it to be viable. Indeed, the overall object~ve of this project is 
gear'C:.:d tn maintaining the financial viability of the bar an a irlCil~stry ir. light of 
its economic 'importance to Dominica. Because of the widespread employment 
oppcrtunities and substantial export earnings attributa~le to bananas, miiinten­
ance of this 'indus-:':ry is essential while simultaneous effoy,t.s a\"e put fOY'th to 
di versi fy the Domi ni can economy. Whil e the corceptua 1 1 eadershi p for tne rest rue·, 
tur'j ng of the banana industry has come from the Government uf Dom; ni ca, :iOO/C 
has worked collaboratively to examine policy alternatives and identify nceded 
areas of structura~ adjust~ent tnat will best ~ead to fi~~ncial viability ~~~0 
in collabc,'a.til'n with the Briti':>h Oeveloprno.i1t l;iv'i~:,~n; :;eest Indust,~~es~ anr! 
commercial banks~, RDO/C has defir~d a detal'ic-: l~::·(. "P2ifri;-'(ianCe cri1~fH'iu -::>r 
the Dom: .1i ca Banana C-:npany < hH~S{: r.riteri ~ Y?P '2S(:m.: the p"';rr::try tar'gc~, t!:~ 
DBC \~i1'i nee: tel asti'~\'2 tc cS'::a~)~';'-h a :;01 ',0 f'i~allcid'l .'}I'd Clpel't;.tional foo':i;lg. 
The COD ai'11 3r, "r-ter.s;:oc' J:\ ti~\t; >2VI rr"ieed the list uf ptY'rOrn1?lCe criteria 
and all hd\'e1.T~"90 ~" r;-:' ~ i;' tty'.. ,x; i..:t'-iteria are a~p';':)Pl :a:e. The AIl) 
assistar)c~: ;Jl~()\ ded 1.1(,('<-:';' "hl', c, ' . '..;t ".'1 '1 enable the DBC :.'0 naiv:tain the 
essentii::1 cvn·::\.>;- f '='0.:'.,> '~::(l.'· '}Jot disl~ase Juring the pl?~ :0\1 of planned 
industry restructurino, and dir€(;t~.r promote J.:hp. ~e'y act;v<y (;f DBC investment 
of boxing p~::.tnt operCl.::ons to uri\!at2 fi}'ms. 

The project win 2.J::;0 ber;cf:t :~_;I , .. y and techriical assistance 
provided by the BDD. The coml1erc i 2.l bank,s'liid J~'~::it !ndustries have agreed to 
restructure the period of payment by the we :<:,yr outstanding loans; and the 
Government of Dominica has fOl~given sUb;itantial amo'mts of debt owed by the 
banana industry. The aggY'e~ate effect of these acti ons is to provi de the DBC 
with the resources ard time needed to srlve the industries financial crisis and 
re-establish a businesslike operatio~a: routine. 

The total cost of the project is $5,224,000. A summary of project cost 
by source is presented in the Table below. 

Dominica Banana ComQan~ Project 

Total Project Cost 

($000) 

Cost Categor.z. AID BOD GOD Total ---

1) Commod it i e s 

a) Disease control materials 1,312 1,312 
b) Fertilizer & other inputs 1,474 1,474 

2) Technical Assistance 

a) Financial cont ro 1 8, management 400 400 
b) Divestiture of operations 438 438 

3) Loan forgiveness ---- 1,600 1,600 

TOTALS 1,750 1,874 1 ~600 5,224 
----- ----- ----- ===== 

jmenustik
Best Available
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E. 

J.:":;i.lt:S idcnth-ied in the PID guidance cable (see Annex B, Exhibit 2) 
ar'e discu%EC below. 

1. 

A'i ~.erna.tbQ st:r'ategies to address the needs identified in the PID 
of the DfWinic3. b':Yl:.tna industry were considered by RDO/C a,ld included: (a) an 
exoar;d~d rc·L~ for Ge~st 1ndustt'ies (the existing shipping and U.K. marketing 
agent) to opprat~ boxing plants, provide o~-land banana transport, and otherwise 
aSSUmE: iTloilY 0f the functions now performed by the Dcminica Banana Growers 
Assrc. iatio( (DBGA); and (b) the creQ.tion of a totally private company to be 
u·~;talized atd ;Tt;4nagi::O by stockholders drawn from Dominican nationals, firms 
SUtY t:; ng the banar~a industry, Geest, and other interested investors. 

In several Jiscussions with Geest Industries, their representatives 
made it quite clear that Geest ~'1as neither interested nor prepared to :I come 
ashore" to undertake 1 i ne functions of the banana i ndustl~y. Thei r r~asoni ng was 
based primari;y on the fundamental political unacceptability of a transnaticnal 
company playing a key role in the major industry in Dominica. Geest pointed out 
that it sold its banana plantations in Dominica in recent years exactly to avoid 
a negative image asso~iated with large plantations owned by foreign interests. 
Because the banana industry is so dominate in the economy of Dominica, Geest felt 
it would be unacceptable for them to increase their vertical integration to 
include banana boxing, etc. 

With regard to the creation of a totally private r:ompany, which 
presumably would pu.rchase the assets of the bankru~t DBGA~ to undertake the 
functions of the BGA, RDO/C is persuaded that no investors are likely to be 
interested. Certainly, the banana growers themselves are unlikely to have the 
amounts of capital required. Other pot~ntial investors ar2 likely to find the 
risk too high in light of the modest p0tential f~r profit. 

Tile strateg~/ for rest ructuri ng the Domi ni ca banana industry qS 
proposed in this Project P3per was conceived oy the Government of Dominica and 
endor5ed by independent experts. Pri me r·1i ni s ter Charl es has personally contri b­
uted to formation of a commercially oriented Dominica Banana Company that would 
perform the essential marketing functions and coordinate over:ll industry policy. 
while spinning-off as many operational functions of the industry as rossible. 
RDO/C fully supports P.~. Charles ' concept of allowing private individuals or 
groups to operate boxing plants, provide transportation services, distribute 
inputs, and perfonn any other functions that can be reasonably provided by the 
private sector. RDO/C believes the Government of Do~inica has proposed a strategy 
that is workable and &ppropriate in light of pr~v~iling conditions. 

2. Debt Reschedul i ng 

The amounts of debt and repayment commitments were identified as 
major problems in the PID. The total ac~umulated long-term debt of the DBGA 
currently exceeds US$7.0 million. With the reorganization of the debts proposed 
in the White Paper the total will fall to less than US$5.6 million and two 
commercial banks have already agreed to reschedule payment of outstanding loans. 
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(See Paras. 49 and 50 of White Paper, Annex C, Exhibit 1). As described in tile 
PP, total long-term debt servicing, interest and principal repayments, will be 
approximately US$700 thousand annually from 1985. Two of the three largest 
commitments are ten year loans (with three year grace periods) from commercial 
banks. 

Cash flo~ projections indicate that the DBC should achieve an 
operating surplus of US$1.1 million in 1984, if payments to growers are held 
down to minimum reasonable l~vels. This level of surplus suggests that the 
industry has the capacity of.. repay its long-term debts from 1984 or, at least, 
1985 and in subsequent y£~" raise the real level of return to producers as well. 

3. Recommendci of A.D. Little Consultants 

A 1981 review of the financial and economic status of the Windward 
Islands Banana Industry, conducted by consultants from Arthur D. Little) Inc., 
with AID funding, resulted in a number of key reco~endations that have been 
inc 1 uded in the des i gn of the Domi n i ca Banana COmpi.<:lY Proj ect. 

The ll,DL Consultants wrote, "The fi rst requi rement is to estab 1 ish 
some industry 1 e(ldersni p". In thi s context, the consul tants went on to i denti fy 
two basic issues the leadership must confront. The first issue concerns " .... 
BGA finances and the conflict ~~tween decisions based on the integration of 
business, financial, and economic factors, as compared to decisions based 
blindly on sociopolitical factors". The se~ond issue identified by ADL II 

relates to the cost effective allocation of limited resources available to the 
industry" , 

The major thrust of the Dominica Banana Company Project is aimed 
exactly at ad~lessing the problem of weak leadership in the Dominica banana 
industry and confronting the two issues identified by ADL. This is the first 
and essential step to regain and maintain industry financial health over the 
medi um-tenT!. 

The ADL Report fUrther specified four major requirements the 
industry must meet that would characterize the financial stability status which 
is the primar'y objective. These four requirements are: 

(0) maintaining rroduction levels close to current levels; 
(b) cutting operating cost; 
(c) improving fruit quality; and 
(d) re-establishing financial responsibility by BGAs. 

Again, the DBC project proposed here directly addresses all of 
these suggested requirements, and emphasizes financial responsibility and cutting 
operating cost. 

The ADL Report also provided a list of "ten priority programs" 
that could improve the financial viability of the industry. (See Annex C, 
Exhibit 3). Many of these recommendations are directly addressed under this 
project, including specific controls on expenditure from growers' accounts, 
introducing field boxes, providing management assistance, and encouraging 
production in periods or high fruit prices. Other recommendations like finding 

jmenustik
Best Available
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alternative markets/uses for second quality fruit are being a~tended through 
separate activities, e.g. inter-regional trading project and PDAP investor 
search activities. Finally, other ADL recommendations like establishment of a 
quality fruit program will be investigated further, and w'1ere found feasible, 
promoted by the technical advisors provided under this project. 

4. Pri vate Sector Acti vity in the Banana Industry 

An increase in private sector activity in the industry was first 
reconmended in the Report of the Task Force set up in late 1981 by the GOD and 
chaired by Dr. Bernard Yankey of the COB. This Report and its recommendations 
were accepted by the Government of Dominica and so became policy insofar as the 
DBGA Board was concerned. Private sector operations within the DBGA's scope of 
responsibility are currently limited to contract transportation services for 
handling inputs and boxed bananas, although preliminary planning to lease/sale 
boxing plant operations to private firms is underway. 

It is anticipated that the proposed change in key areas of the 
DBC's operations can be achieved within the life of the project and the GOD is 
already committed to this process in the boxing plants. Preliminary planning 
for the transfer has been initiated by the GOD, independently of the DBGA. 
(Evidence of satisfactory progress in this planning will be a precondition for 
disbursement of USAID funds - see Section V. A.). It seems likely that input 
distribution should also be progressively privatized, in parallel with boxing, 
with which it is physically linked in terms of physical facilities. As well as 
its commitment to the lease/sale of the boxing plants, the GOD has also indicated 
that it wishes to explore the possibility of spraying services for leaf spot 
control being reorganized in this ma~ner. 

In the wider context, the legislation which will establish the DBC 
will provide that, although initially set up as a statutory authority, the 
Company can be converted to a joint stock company, subject to the Standard 
Provisions of the Companies Act, in future years. While it seems unlikely that 
private investors would wish to invest in a Company with a massive debt burden, 
the prospect exists in the medium-term future of an operational situation in 
which adequate prices can be paid to farmers while the debt commitment is 
serviced; in such a situation the gradual shift to private sector ownership 
appears plausible. 

5. DBC Reserve Fund 

The GOD has indicated its interest in the concept of a price 
stabilization fund for the banana industry and will require the DBC to investi­
gate the issues involved in the creation of such a fund. While such a fund may 
be financially feasible as a means of smoothing short-term price fluctuations, 
it would not provide the large amounts of money required for disaster relief. 

The establishment of such a fund - which presumably would tie up 
fairly considerable amounts c L money on a continuing basis, seems likely to be 
financially disadvantageous while long-term debts at commercial interest rates 
are still outstanding. In view of the important role of the banana industry 
within the economy it is more rractical, should funds become available in excess 
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of short-term requirements~ to make additional repayments to the commercial banks 
on the understanding that these same banks would be expected to assist should a 
natural disaster again jeopardize the indu~t,y's viability. Therefore, within 
the period of the project, a reserve fund will not be established. 
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II. PROJECT BACKGROUND AND DETAILED PROJECT DESCRIPTION 

A. Development Setting 

1. Assessment of the Economic and Social Setting of Dominica 

(a) General Overview 

Dominica, is the most northerlY and 1al'gest of the Windward 
Islands, with a land area of approximately 298 square miles and a population 
estimated at 74,000 people in 1980. Overall, Dominica is considered the least 
developed of all the Eastern Caribbean states with estimated per capita GDP in 
current 1980 prices of US$550. Unemployment is estimated at between 15 and 20 
percent. Dominica is predominantly an agricultural country, with basic manu­
facturing and tourism sectors of much 10ss significance. 

Hurricanes David and Frederick in 1979 and Hurricane Allen 
in 1980 had a severe negative impact of the Dominican economy. These hurri­
canes devastated the banana, citrus and coconut crops, disrupted the electrical 
system, damaged most of the tourist facilities and destroyed 13 percent of the 
housing units. Real GOP declined by 8 percent in 1979 and 3 percent in 1980. 
During this same period the country's public finances were further strained by 
increases in the salaries of civil servants ranging from 50 to 120 percent, 
and added a significant burden on public sector finances. The GOD's inter­
national financial position has also weakened, in part due to a weakening of 
the British Pound aqainst the U.S. Dollar. The 1980 current account deficit 
of $33 mi 11 i on represented 60 pe rcent of GOP. 

After being elected to office in June 1980, the Government 
of Prime Minister Eugenia Charles was faced with a grave economic and political 
situation typified by a c1imiate of uncertainty, po1it-leal unrest, shattered 
economi c in frast ructure, and very 1 i mi ted resou\~ces with whi ch to respond to 
these problems. A bold economic and political program was lssentia1 to avoid 
a complete breakdown of the economic and political system. 

The Government of Ms. Charles has taken a number of steps 
to reverse the deterioration of the economy and stimulate expanded production 
and employment. The most significant policy reforms have take~ place in the 
area of public sector finances, especially the control of expenditures. The 
first step was to sever the automatic link between inflation and wage increases; 
the GOD promised to honor retroactive salary increases granted by the previous 
Government in exchange for an agreement from the Civil Servants Association 
to settle for 10 percent annual increases in 1982 - 198~. 

To support this decision, the GOD negotiated an $11 million 
EFF Agreement with the I1~F. This Agreement, in addition to funding to retro­
active salary increases, has enabled the GOD to mobilize significant amounts 
of other donor assistance through promotion of confidence in the future 
viabil ity of the Dominican economy. The lynchpin of the I1~P Agreement is 
the requirement that the GOD strengthen its public sector finances and a 
number of fiscal reforms have initiated. Consequently, the public finances 
were stronger than had been anticipated last fiscal year. This fiscal year, 
the GOD is holding current expenditure increases to 7 percent, while additional 
revenue generating measures will enable domestic revenue to increase by an 
estimated 20 percent. 
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Traditionally, the most significant structural difficulties 
of the Dominican economy were related to: 1) the magnitude of GOD transfers to 
the public enterprises, and 2) the significant wage and salary component of 
pub-jic sector expenditures. This fiscal year, GOD transfers to public enter­
prises are to be held to one half of last fiscal year's total. While the GOD 
wage and salary bill remains high (roughly 60 percent of current expenditure), 
the Agreement mentioned earlier will serve to limit future increases. 

In an effort to stimulate production and exports, the GOD 
has ranked ordered investment projects and has presented 1 ists to the external 
donor community. As part of this effort, the GOD has established an Economic 
Development Unit to strengthen its investment planning~ implementation of 
investment projects and its mon itori n9 capabil Hy. On the agri cultura 1 front, 
the GOD intends to offer land for sale to small farmers on a "controlled free­
hold" basis, while integrated rural community development schemes are planned 
in several areas. 

In the area of industrial development, the GOD has Glaced 
the Industrial Development Corporation (IDe) under the leadership of the 
private sector. The current GOD (unlike the previous Government) is actively 
seeking through the IDC, foreign and domestic pr'ivate sector investment. The 
current GOD considers private sector investment a key to the development 
process. These changes have already led to an improvement in the investment 
climate. 

(b) ,The Agri cu ltu ra 1 Secto r 

As mentioned earlier, Dominica is predominantly an agri­
cultural economy. Despite the recent growth of services and manufacturing 
sectors, agriculture in 1979 accounted for 32 percent of GOP, employed a 
large proportion of the labor force and produced nearly all of the country's 
exports. Clearly, overall development depends heavily upon maintaining 
agricultural productivity. Table 1 provides annual data on production of 
principal commodities for the period 1976 to 1980. 

TABLE 1 : DOMINICAN AGRICULTURAL PRODUCTION 1976-1980 
-----.-. P R I N C t PJ\Ll"dMMODI TIES 

'--"LQ90 LO.!]SL.}onIT 

Commodi t,l'. 

1976 1977 1978 1979 1980* 

Bananas 40.1 35.8 47.5 23.9 13.7 
Coconuts 10.9 11 .8 12.3 11 .7 9.2 
Limes 8.0 8.4 8.4 3.4 4.4 
Grapefrui t 10.0 9.4 9.9 5.9 6.8 
Oranges 2.8 3.0 3.2 1.9 2.4 
Root Crops 21. 0 22.4 24.1 18. 1 19.2 
Plantains 2.3 2.7 2.7 2.0 2.6 
Cocoa 0.3 0.7 0.7 0.4 0.4 

* COB Estimates 

Source: World 8ank, Economic Memorandum of Dominica - 1981 
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Of the total land area of Dominica, 18 percent (37,000 
acres) is in agricultural use while much of the remainder is in forests, 
swamps and national parks. The banana industry is, by far, the largest single 
user of agricultural land, accounting for approximately 10,000 acres. There 
are no reliable estimates for the breakdown of the remaining 27,000 acres by 
other principal crops. 

The value of agricultural exports has ranged from over 
US$lO million in 1975 to US$13 million in 1978. Due to destruction of crops 
by Hurricane David, the value of agricultural exports reached only US$7 million 
in 1979. The principal export commodities in terms of vJlue have been bananas, 
accounting for more than 90% followed by grapefruit and coconut oil. Small 
quantities of other commodities are exported, including root crops and essen­
tial oils. 

2. Status of the Banana IndustlJ'_ 

(a) Tradi ti ona 1 Importance of_the Indus try 

Bananas are by far the most important crop in Dominica 
covering at leas: one fourth of the arable land area, and the industry (pro­
duction, packaging and marketing) is the most important economic activity in 
the country, accounting for more than 50% of all merchandise exports. Approxi­
mately 7,000 of the country's 14,000 farmers are banana growers and, for 
almost all of these, weekly sales of bananas represent their major source of 
regular cash income. The direct and heavy reliance of other sectors, such as 
transport and stevedOl~ing, on the industry and the rural employment created by 
the islandwide chain of boxing plants are further indications of the role of 
the industry in the nation's economy. About 40% of the national labor force 
is employed, at least part-time, by the banana industry. 

(b) Present Situation and Problems 

The Dominica banana industry is in deep crisis and the 
Dominica Banana Growers Association (DBGA) is bankrupt. Collapse of the DBGA 
during the past year has been avoided by a patchwork of grant assistance from 
donors, Governrnent grants, and the forebearance of creditors. Thus, the 
major symptoms of the crisis include the financial insolvency of the DBGA, 
low payments to growers during most of 1982, and erratic availability of input 
supplies due to insufficient cash to purchase on a routine basis. 

The current crisis was precipitated by natural disasters in 
1979 and 1980, and by the strong rise in the U.S. Dollar against the U.K. 
Pound in 1981 - 82. Notwithstanding these very real and unfortunate ~vents, 
it is now generally recognized however that an additional set of more funda­
mental problems are responsible for the decline in viability of the Dominica 
banana industry and in particular the problems of the DBGA. 

The single most deficient feature of the Dominica banana 
industry is the organization and management of the DBGA. A report by Arthu" 
D. Little, Inc. consultants concluded that responsibilit,y is so diffused 
within the industry that it amounts to no one taking any responsibility at all. 
The special Task Force on bananas, appointed by Prime Mirlister Charles in late 
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1981, reported that lithe banana industry is a business concern. Its critical 
debt position, waste, and malpractices are startling". These reports, and 
others, point out specific deficiencies like: 

poor or absent controls on cost, 
inadequate and poorly performed system of accounting, 
lack of financial responsibility by Board of Directors 
in taking on debt and use of grower cess accounts, 
over staffing at many levels, 
poor inventory control, 
Board of Directors making decisions for political 
rather than commercial reasons, and 
tolerance of widespread pilfering and dishonesty. 

In sun~ary, the DBGA is not run like a business organization 
and has suffered from inadequate management, as well as from improper policy 
direction. This situation has apparently been operative for some years~ and 
the recent temporary effects of natural di sas ters exposed the more funadmenta 1 
weaknesses of the DBGA. 

In addition to the poor management of the DBGA, experts 
point to other fundamental problems in the Dominica banana industry. Low 
physical productivity is cited as a major problem. Dominica has certain 
environmental and geographic attributes that preclude yields of bananas at 
levels found in major banana growing regions like Central America. Even so, 
it has long been recognized that banana yields in Dominica are well below 
what they could be. With low yields per acre, the average cost of services 
is relatively high per unit of fruit exported. Ultimately, banana productivity 
in Dominica must be increased if commercial exports are to be sustained. 

Another fundamental problem for the Dominica banana industry 
has been the steadily worsening terms of trade over the recent past. The 
rising cost of fertilizer, oil, and other imported inputs has outstripped the 
increases in prices received for bananas. While this is in part beyond the 
control of decision-makers in Dominica, consultants have emphasized that the 
industry must be aware of changing market conditions and aggresively modify 
purchasing behavior and/or operational methods to accommodate to change. 
Instead, too frequently, a "business as usual II attitude has prevailed and 
reasonable alternatives were not explored. 

In light of the fundamental problems mentioned above, 
coupled with the immediate and severe financial problems faced by the DBGA, 
it is clear to most knowledgeable observers that radical change is required 
to r2strLlcture the Dominica banana industry. 

(c) Tl!~~spon_~~ __ qLJ",1~~9Q.Y~!!~!llen t. o! _9~mi I'!Lca 

Dominican Prime Minister Charles has provided personnel 
leadership in seeking a solution to the banana industry problems, She has 
forcefully argued that it is her intent that the banana industry be operated 
on a "businesslike fashion" and that thosp. responsible for its management 
should be held accountable for sound financial management. 
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TABLE 2 
DOMINICA BANANA GROWERS ASSOCIATION 

PROJECTED BALANCE SHEET 
AS AT SEPTEMBER 30, 1982 

ASSETS 

Cash On-Hand and at Banks 
Input Revolving Fund 
Royal Bank of Canada - Carton Fund 

Accounts Receivable - Staff 
- Other 

Growers Accounts - Revolving Fund 
- Other 

Provision for Doubtful Accounts 

Inventories 
Investments 

Fixed Assets 
Accumulated Depreciation 

TOTAL ASSETS 

LI AB I LI TI E S 

(US$) 

Bank Overdrafts - Royal Bank of Canada 
- National Commercial Bank 

Loans - Royal Bank of Canada 
- Caribbean Development Bank 
- Barclays Bank International 
- A.I.D. Bank 
- Dominica Social Security 
- Government of Trinidad 
- Coop. Credit Union League 
- National Commercial Bank 

WINBAN 
Trade Credi tors 
Prepaid Fertilizer Scheme 
Accruals/Accounts Payable 

TOTAL LIABILITIES 

DEFICIENCY 

$ 36~963.57 
119,134.20 
477 ,547 . 95 
420,517.84 

1,054,163.50 
(185,873.60) 

1,298 ,8l3. 30 
(430,040.89) 

500,146.46 
61,571. 38 

1 ,743 ,972 . 80 
2,513,191.80 

821,654.27 
198,731.59 
176,582.89 
287,174.72 
115,002.60 
61,292.57 

$ 125,175.83 
98,094.05 
95,116.73 

868,289.96 

900,190.33 
55,247.96 

868,794.79 
$~~Q1Q~~Q~:!:§Q 

$ 561, 717 . 84 

5,917,603.30 

188,845.72 
1,057,905.20 

473,385.13 
199,507.43 

$§~~~§~~§~:!:§Q 

$~~~§§~Q~~:!:QQ 
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TABLE 3 

DOMINICA BANANA GROWERS ASSOCIATION 
PROJECTED STATEMENT OF INCOME & EXPENDITURE 

FOR THE PERIOD JANUARY 1 - SEPT~MBER 30, 1982 

Banana Sales 
Cost of Sales 
Gross Margin 

OPERATING EXPENSES 

Field Operations 
Leaf Spot Control 
Transportation Expenses 
Boxing Plant Operations 

(US$) 

Cartons and Associated Materials 
Premiums - Private & Coop. Plants 
Export Tax 
Wastage 
Banana Industry Insurance Operations 

Surplus/(Deficit) on Fruit Operations 
Administration Expenses 

OTHER INCOME/(EXPENSES) 

Bank Charges and Interest 
Depreciation 
WINBAN Contri buti on', 
r~iscellaneous Incoml~ 
Fertilizer Operations 
Surplus (Deficit) Before Grants 

GRANTS 

Government of Dominica 
British Development Division 
C.LD.A. 

SURPLUS FOR THE PERIOD 

$6,423,558.30 
2,574,073.60 
3,849,484.70 

57,016.36 
836,714.12 
49,559.85 

764,412.63 
1,715,743.80 

65,793.31 
35,993.31 
49,752.42 
10,930.11 

3,585,915.90 

263,568.77 
(238,988.47) 

(365,140.52) 
(106,989.59) 
( 52,611.15) 

12,173.98 
59,404.83) 

547,391.82) 

172,490.70 
503,933.45 
40,129.74 

716,553.90 

$l§~~!~~:!:Q§ 
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In 1981, Prime Minister Charles appointed a Task Force for 
bananas compri sed of recogni zed authorities on the banana industry. The report 
of the Task Force enumerated a host of deficiencies I~anging from technical short­
comings to financial imprudence. A key finding of the Task Force was the 
inherent conflict between the growers' short-term interest in high prices and 
the commercial interest of the DBGA in long-term viability. Among other things, 
the Task Force recommended that the legislative ordinance establishing the DBGA 
be changed to alleviate this structural conflict. 

Prime Minister Charles requested assistance of donors and 
other interested parties to help with the restt'ucturing of thE industry and 
provide financial assistance to keep the DBGA operational in the short-run. 
In response to P.M. Charles' leadership, an ad hoc group made up of represen­
tatives from U5AIO, BOD, Geest Industries, Royal Bank of Canada, and Barclays 
Bank International, have met several times to discuss appropriate actions and 
have kept each other informed on their independent decisions. In this way, an 
informal consortium has been operating since February of 1982, and grant assis­
tance from the BOD and loan rescheduling by the commercial banks has provided 
much of the immediate relief needed by the DBGA to continue operations. 

In the meantime~ the P.M. Charles has directed that legis­
lation be drafted to dissolve the current DBGA, and establish two new statutory 
companies. One, to be known as the Dominica Banana Company (DBC) will be a 
totally commercial enterprise. The other, to be known as the Dominica Banana 
Producers Association (DBPA) will be an independent organization to represent 
the interest of the banana growers. This legislation is scheduled to be debated 
by the Dominica Parliament soon, and passage is expected. Thus, plans are well 
advanced to resolve a primary structural conflict identified by the Task Force. 

(d) Financial Status 

The Dominica Banana Growers Associntion's (DBGA) total 
liabilities exceed total assets by about US$5.3 miilion. A detailed projected 
Balance Sheet for the DBGA for September 30, 1982 is presented in Table 2. 
The Balance Sheet shows the DBGA has modest assets relati ve to the gross 
revenues achieved annually, ~hich is appropriate given the nature of its 
business since few fixed assets are required. However, amounts of long-term 
indebtedness y~presented by loans from banks and other institutions is dis­
turbingly large and hJS helperl give rise to the current crisis when combined 
with the lack of proper financial management. Obviously, the DBGA is bankrupt 
with total liabilities exceeding total assets by about 2 to 1. Banks and trade 
creditors are not wi 11 i ng to increase thei r exposure and there is no a lternati ve 
for the DBGA but to bring cost rapidly under control while maintaining growers' 
payments at a bare minimum. 

3. AID StrateJIi' and Relati.Qn to __ ~Jl~_S and Host Country Priorities 

The primary objectives of AID assistance in the Caribbean Region 
are to promote economic growth, foster democratic institutions, and assist 
national governments to meet the basic human needs of the Region. RDO/C's 
strategy to achieve these objectives emphasizes investment in productive 
sectors of the economies, especially agriculture, light manufacturing, and 
selected public infrastructure. The performance of the agricultural sector is 
of central concern to Roo/C's development assistance strategy, and RDO/C's 
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agricultural strategy is to focus simultaneously on: (a) promoting commercial 
agricultural diversification, and (b) increasing the production efficiency of 
t radit i Olla 1 export crops. The Domi ni ca Banana Company Project proposed he re 
contributes to the objectives of ROO/C's COSS for FY 83, and is directly 
supportive of the agricultural sector sub-strategy. With regard to the banana 
industry in Dominica, the ability of the farmers to recpivE increased income, 
is largely dependent on the ability of the n&tional banana marketing organi­
zation to operate effectively and efficiently. While a stable and profitable 
banana industry in Dominica does not directly facilitate the objective of 
diversification into other commercial crops (in that it makes banana farming 
more attractive) it will provide a relatively secure cash crop, thus enabling 
growers to accumul ate cap; ta 1 requi red to unde rtake other agri cultura 1 enter­
prises in cases where the potential return is attractive. 

The proposed project is also consistent with the development 
priorities of thE! Government of Dominica. The Government has stated that its 
devE'lopment priorities, while taking account of the benefits created by the 
introduction of manufacturing industries, are centered around the agricultural 
sector, wherein the majority of the country's resources - both physical and 
human - lie. Again, while the diversification of agricultural production is 
a major goal of GOD agricultural development strategy, the inescapable immediate 
and medi um-term importance of the banana industry to the sector and the country 
as a whole has ensured that the restructuring of the industry's marketing opera­
tions is an overwhelming priority. 

Apart from avoiding the identifiable danger of a complete collapse 
of the industry, the Governrrent' s vii sh is that the DBC shoul d conduct its 
affairs in such a way as to provide security and stability for the producers 
and inculcate in them an attitude of confidence in the industry. It is expected 
that this in turn will lead to the maintenance of production volumes and an 
incentive for increased efficiency through the more effective application of 
labor and management skills. 

In addition to establishing a company which will adhere strictly 
to commercial practice, the Government plans to investigate the possibility 
that the DBC could be transformed to a joint stock company in which suppliers, 
staff and growers would have the opportunity to be investors. It is also the 
Government's intention that the industry and not the general tax payer should 
repay the debts which the industry itself has accumulated. 

4. Other Donors (BOD, COB) 

The British Development Division (BOD) has traditionally been 
the major source of development assistance to the banana industry in each of 
the Windward Islands, and since 1977 has provided substantial assistance in 
Dominica (and other islands) aimed primarily at improved field husbandry and 
improved fruit quality. In light of the current financial crisis in Dominica, 
the BOD has provided a Grant of about US$700,OOO in fertilizer since February 
1982. 

The BOD exp~cts to provide an additional US~300,OOO in fertilizer 
by September of this year. In addition, the BOO will provide two long-term 
advisors (financial advisor and management advisor) to the Dominica Banana 
Company, starting October 1,1982. The BOD has indicated its willingness to 
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continue assistance in the form of fertilizer and technical assistance over 
the next two years at a level totaling about US$1.8 million and collaborate 
with RDO/C in monitoring project implementation. ROO/C and BOD will in fact 
act in unison to insist on OBC performance. 

The Caribbean Development Bank (COB) has proposed financing an 
Input Revolving Fund (IRF) for the regional banana industries, which would be 
managed by the Windward Island Banana Growers Association (WINBAN) and on-lent 
to the national BGAs. The concept for an IRF has long been talked about and 
endorsed by a Worl d Bank sponsored Study Team in 1980. If the COB proposal 
for a WINBAN managed IRF is approved and imolemented it will help solve certain 
problems associated with timely stocks and flows of fertilizer and other banana 
production inputs in the future, but it will not adequately address the finan­
cial and organizational problems faced by the Dominica banana industry. 

It is important to note that the crisis within the Dominica 
banana industry has preci pitated an unusual degree of concern among donor 
agencies, and extensive consultation has taken place among technical personnel, 
agency directors, and heads of ~1issions. Information has been freely shared 
and the goodwill of all concerned has been valuable in designing a workable 
solution. The project described in this PP has been shaped in great part by 
consultation with other donors, as well as the commercial banks involved. The 
conditions and covenants described later have been reviewed and agreed to in 
principal by all other interested parties. ROO/C intend'> to continue to 
coordinate closely with other parties during project implementation. 
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B. Project Description 

1. Project Rationale 

The primary rationale of the Dominica Banana Company Project is 
to save ;nd improve the banana industry In Dominica so ctS to avoid the social, 
economic, and political trauma that is likely if corrective actions are not 
taken now. The banana industry is of fundamental importance to the economy, 
and is a highly visab1e industry in almost all communities in Dominica. While 
certain agricultural and technical problems associated with banana production 
are evident in Dominica, the central theme of recent reports ~repared after 
comprehensive studies of the industry is that the most serious problems are 
organizational not agricultural; and these problems are systemic, not temporary. 
Unless structural adjustments are made and industry costs are reduced, the 
current marketing entity could become inoperative due to lack of funds and the 
Dominica banana industry could well collapse. Such a collapse would cause a 
major economic hardship for thousands of Dominicans and would likely endanger 
the political stability of the country. USAID assistance is essential to enable 
a restructuring of the industry through divesting of certain operations to 
private sector management and otherwise placing the marketing operations on a 
cost effective basis. The actions proposed in this project wili broaden the 
scope of private sector involvement in the banana industry and have positive 
economic benefits beyond our period of involvement for individuals, the banana 
industry, and Dominica as a whole. 

2. Goal and Purpose 

The project objective is to sustain the banana industry in view 
of its vital importance to employment; small farmer income, and export earnings. 
The goal of the project is to restructuy'e the banana industry to allow greater 
participation by private sector individuals and groups to perform most of the 
functions and activities required to market bananas. 

The project pur~ose is to improve the cost effectiveness and 
financial viability of the in ustry, while maintaining control of leaf spot 
disease in bananas. This will enable the banana growers to be paid more for 
their fruit than is presently sustainable, without interruption of essential 
leaf spct disease control. 

3. End of Project Status, Outputs and Inputs 

In order to achieve the project purposes~ it will be necessary to 
establish the Dominica Banana Company (DBC). The Company will have a positive 
cash flow by the end of AID prnject assistance. Shortly after initiation of 
operations, the ~gC will hegin to divest itself of the banana boxing plants 
which it will take over from the Dominica Banana Growers Association (DBGA). 
By the end of the project the DBC will have leased and/or sold at least 90 
percent of all boxing plants to private individuals or groups. In addition, the 
DBC will have reduced its cash cost of operations1/ from 76 ~ercent of banana 
sales revenues in the 4th quarter of 1982 to no more than 55 percent of revenues. 

1/ Pri or to payments to growers. 



The speci fi c project Ol.ltputs whi ch wi 11 result from the di rect 
AID assistance include: (a) the leaf spot control program operating routinely 
and employing sound technical practices; (b) intensive training of private 
boxing plant entrepreneurs in modern management practices; and (c) detailed 
pl ans for di vesti ng other operational functi ons and pl ans for improvi ng DBC 
field co,nmunications. The direct AID inputs will include: (a) funding for 
about 450,000 gallons of spray oil and certain fungicides for the leaf spot 
conty·ol program, and (b) approximately 57 man months of long- and short-term 
technical assist~r ~e aimed at small business development, and study of communi­
cations constra;'lts. Further details and magnitudes of both inputs and outputs 
are provided in the Log Frame, Annex B, Exhibit 1. 

4. Detail ed Project Descri pt·ion 

The project supports a major restructuring of the banana industry 
in Dominica aimed at accomplisning the essential marketing and other functions 
using the most cost effective methods available. Major elements of the proposed 
restructuring are: (a) e3tablishment of a commercially oriented statutory 
company as the primary banana marketing entity; (b) operation of privately 
managed banana boxing plants and establishment of private firms to acco.nplish 
any other operational functions, i.e. disease control, input distribution, that 
can be reasonably undertaken by individuals or groups; and (c) establishment of 
an independent association to represp.nt t.he interest of banana growers. 

A central structural problem to be remedied by the project is the 
inherent incompatibility of the relatively narrow and short-term banana growers' 
interest and the broadEr commercial (and national) interest of the banana 
industry conducted within a single organization as is the current situation. 
Thus, as a first and p.ssential action, the Government of Dominica will repeal 
the existing Ordnance under which the Dominica Banana Growers Association (DBGA) 
operates, and create two new institution;. The Dominica Banana Producers 
Association (DBPA) will be responsible to and represent the interest of banana 
growers and farmers. The DBPA will be, in effect, a lobby group and carry out 
the representational activities that any trade association may undertake. 

The Dominica Banana Company (DBC), will be a commercial operation 
dedicated to marketing export bananas at the least cost per unit possible, and 
thus enable the growers to receive the best price for bananas that is consistent 
with sound commei~r:ial operations and the need to pay backdebt. One of the major 
operational objecti~es of the project is for the DBC to achieve a positive cash 
flow within a two yea~ period and maintain financial viability thereafter without 
subsidies or grants fr0m the GOD or external donor agencies. The USAID funds 
for this project will a~sist the DBC to financially survive during the transi­
tional period while more cost effective procedures are put into effect and sound 
financial management can L'e accomplished on a routine basis. Close and frequent 
monitoring of performance targ2ts by AID and BOD ensurE that all reasonable 
efforts are being taken to achieve sound financial management. 

(a) performance Cri teri a .for the DBC 

The touchstone of project success will be the commercial 
orientation of the newly established DBC. This orientation will come from the 
composition of the DBC Board of Directors which will be dominated by private 
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sector businessmen and complemented by public sector nominees skilled in finan­
cial control and organizational management. The Executive Chairman of the DBC 
Board of Directors will also serve as General Manager of the DBC for at least 
the first two years, and will be selected by the Government of Dominica from 
among individuals with proven records of successful management of private sector 
enterpri ses. 

uperating parameters and operational performance targets have 
been developed for the DBC, based on the minimum conditions necessary to help 
assure that the DBC obtain financial viability within a period of two years. 
The financial parameters of the DBC will be established as Covenants in the 
Project Ayreement. The performance targets will be inc'luded in Annex I of the 
Agreement. Compliance with the Covenants and achievement of the performance 
targets will be reviewed quarterly, based on financial reporting to be submitted 
by thR DBC. Satisfactory performance will be a condition of th~ release of AID 
Grant funds for the following quarter's procurement of spray oil. 

The conditions and targets have been developed based on an 
analysis of the baG~ industry, the cash flow, and reasonable estimates of the 
pace of activities such as the role of lease/sale of boxing plants to the pri­
vate sector. While these are considered reasonable, some flexibility must be 
bunt into the prucess to prevent a serious disruption of the project for mar­
ginal failure to achieve specific targets. As the project proceeds, AID may 
wish to adjust certain targets to better fit the circumstances influencing the 
project at a particular moment or to permit disbursement if on balance total 
performance is adequate even if ~ll stated targets are not reached in the magni­
tude envisioned. 

(1) At a mlnlmum, the DBC must have divested to private 
sector groups, from the twenty-four plants presently 
operated by the DBGA, the operating responsibility of 
the following numbers of boxing plants by the end of 
the quarter so indicated: 2/83-5; 3/83-7; 4/83-10; 
1/84-13; 2/84-17; 3/84-20; 4/84-22. 

(2) Payments to growers, of which at least 4¢ per pound 
must be in the form of prepaid inputs, can be no 
greater than that which is financially prudent. The 
per pound price to growe~s will be closely reviewed 
on a quarterly basis or more frequently if required. 

(3) The physical losses on spray oil, fertilizer, and 
cartons (defined as the difference between that amount 
in inventory at the beginning of a period plus pur­
chases during the period less amounts accountably 
used during the period less ending inventory) must be 
no more than 7% of the sum of beginning inventory plus 
purchases during the first quar~er of 1983 for each 
of the above ite~s) and shall be reduced incrementally 
in the four succeeding calendar quarters as follows: 
2/83-6%; 3/83-5%; 4/83-4%; and 1/84-3%. Physical 
losses shall be no greater than 3% for each item in 
all succeeding quarters. 
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(4) Trading losses on plants owned and operated by the DBC 
(trading losses are defined as the tonnage of bananas 
purchased by the DBC, less the tonnage of bananas sold 
to Geest, less bananas unable to be accepted by Geest, 
due to production beyond agreed upon space limitations 
on Geest ships) can be, during each quarter of 1983, no 
more than 3% of the total tonnage purchased, and 2% 
dut ing each quarter of 1984. 

(5) The DBC will pay for no more than a 2% trading loss 
arising from privately operated boxing plants. 

(6) Total boxing costs, excluding the cost of cartons, but 
including transportation to the docks will not be more 
than 6.25¢ per pound for the first quarter of 1983, 6¢ 
per pound during the last three quarters of 1983, 5.75¢ 
during the first quarter of 1984, 5.5¢ for 2/84, 5.0¢ 
for 3/84, and 4.75¢ for 4/84. 

(7) The total of other cash costs of the DBC (anything other 
than direct carton and chemical purchases, boxing costs, 
payments to growers, interest and principal payments on 
debt, reduction in outstandings to trade creditors, 
purchases of fixed assets, WINBAN levy, or export tax) 
can be no more than $790,000 per quarter unless USAID 
otherwise agrees in writing. 

(8) Input sales activity undertaken by the DFC must be done 
for cash or against prepaid cess; no credit beyond 
existing levels can be extended by the DBC to growers 
for these purchases, and all inputs must be sold at full 
market value. 

(9) No credit beyond existing levels can be extended by the 
DBC to any other borrowers including staff for any 
purpose. 

(10) Purchase of fixed assets will be undertaken only within 
the ability of the DBC to sustain such cash expenditures 

,and only with prior USAID approval. 

(11) No principal payments against loans from Geest, or 
against long-term loans from banks and other creditors 
will be made during the period of USAID assistance, 
excepting those scheduled on the COB loans, excepting 
Geest payments after March 31, 1984, and excepting pay­
ments arising from No. 14 below. 

(12) Reductions in outstanding debt to trade creditors other 
than Geest will be limited to no more than $200,000 per 
quarter, excepting payments arising from No. 14 below. 
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(13) The DBC will undertake no additional long-term borrow­
ings or increases in short-term borrowing limits without 
prior USAID approval. 

(14) The gross cash flow surpluses if any (cash inflow less 
payments to growers, other operating costs, interest 
and principal payments, fixed asset purchases and trade 
creditor reductions, plus donor assistance in grower 
inputs, other materials Or cash) will be utilized as 
follows: 

* If the net cash flow surplus (gross surplus less donor 
assistance) is positive, 75% of the net will be used 
to further reduce long-term debt and/or trade credit; 
the remaining 25% along with an amount equal to donor 
assistance will be placed in a contingency fund for 
purposes agreed to by USAID and DBC. 

* If the net cash flow surplus is negative, the entire 
amount of the gross cash flow surplus will be placed 
in the contingency fund for purposes agreed to by 
USAID and the DBC. 

(b) Assistance to be Provided 

The performance targets listed above can only be attained by 
vigilant oversight by the DBC Board of Directors and Management, accompanied by 
sUbstantial assistance and oversight by donor agencies and other interested 
parties. 

Assistance to the DBC will consist of certain commodities, 
technical assistance, and loan rescheduling. The BOD and USAID will provide both 
commodities and technical assistance, while the Royal Bank, Barclays Bank, and 
Geest Industries will reschedule repayment of outstanding indebtedness owed by 
the DBC. The kind of assistance, by source, is discussed below. 

(1) USAID Assistance 

(i) USAID will provide approximately $1.3 million to 
finance chemicals required to maintain control of leaf spot disease for a period 
of two years. Leaf spot disease in bananas is endemic to Dominica and represents 
a major production constraint. (See Section III.~ - Technical Analysis). When 
infected with leaf spot disease, both the quantity and quality of fruit is signif­
icantly reduced. Control of the disease is an absolute prerequisite in all 
commercial banana production. Moreover, because of the nature of leaf spot 
disease, which is spread primar;ly by airborne spores, systematic control measures 
must be carried out on an industrywide basis. 

Control of leaf spot disease is accomplished by the 
application of oil and Benzimidazole fungicide, which is applied as a spray to 
banana plants at a frequency of about once each six weeks. Application of the 
spray mixture is accomplished by fixed wing aircraft and by ground crews using 
backpack sprayers. 
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Routine spraying programs have been established in 
Dominica for several years, and is a major service provided by the Dominica 
Banana Growers Association. The DBGA owns one aircraft which attends to spraying 
about two-thirds of the area planted to bananas, and ground spraying is carried 
out by eight ground crews who attend to the remaining one-third of the banana 
production. 

Given the poor financial condition of the DBGA, 
timely purchase of the spray oil and fungicide required for leaf spot control has 
been difficult. Because of this, spraying cycles have been delayed or missed in 
the recent past, which exposes the industry to unacceptable risk of major losses. 
It must be emphasized that leaf spot infected bananas are not acceptable for the 
export market. 

The newly established Dominica Banana Company will 
continue the leaf spot control program already established, at least in the 
medium-term while alternative methods, e.g. private services, are explored. 
However, the DBC will not be able to afford the cost of maintaining this service 
given its other obligations and its poor financial condition inherited from the 
DBGA. Based on histroical levels, leaf spot control in Dominica costs about 
$1.5 million per year. Chemicals (oil and fungicide) account for about $700,000 
of this amount, with equipment and personnel accounting for the balance of 
$800,000. 

The project will provide up to $1.3 million in AID 
funds to procure about 460,000 gallons of spray oil and about 12,500 kilograms 
of fungicide. These commodities are the major chemicals used to control leaf 
spot disease, and the quantities indicated are sufficient for 24 months under 
normal growing conditions. An assured supply of spray chemicals will therefore 
enable the essential disease control program to be adequately maintained for a 
two year period. 

(ii) In addition, USAID will provide about 57 work months 
of technical assistance to accelerate the transfer of responsibility for certain 
operations currently performed by the DBC to private firms, operated by individ­
uals or groups. 

The pt'iority operational functions to be divested 
by the DBC are boxing plants. The DBC currently operates 24 boxing plants which 
are \'Jidely scattered in the banana growing communities of Dominica. During the 
life of the project, 22 or 90% of these boxing plants will be leased or sold to 
private operators who will then provide boxing services on a "fee for services" 
basis under management contracts or other provisions of service agreements. 

Boxing plants have been called lithe heart of the 
banana indus try"" because of the important functi ons accompli shed at the pl ants, 
including recording of weights of fruit, grading and selection, and final physi­
cal packing of fruit. Boxing plant costs in Dominica are currently averaging 
about 2.3 cents per pound of fruit exported, which appears to be high relative 
to other Caribbean countries. For example. St. Vincent's average boxing plant 
costs are about 1.2 cents per pound. St. Vincent achieves this lower cost in 
great part because almost all boxing plants there are operated by individuals or 
small groups of growers organized as cooperatives. The project aims to achieve 
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a similar proportion of private boxing plant operations in Dominica, and costs 
are estimated to fall to no more than 1.6 cents per pound of fruit exported. 
This will be a major step toward making the industry more efficient and finan­
cially viable. 

To achieve this degree of private sector involve­
ment, key work mu~t be performed to identify and aid the individuals in Dominica 
that can manage boxing plants at acceptable standards and profitably. To assist 
the DBC in this work, AID funds will finance small business advisors to work 
intensively with the private firms selected to operate the boxing plants. These 
advisors will provide training and on-site consultation both in banana boxing 
plant operations and in small business financial accounting and control. The 
project will provide two long-term advisors for two years or a total of 48 work 
months to carry out these functions. 

In addition to transferring boxing plant operations 
to private f'irms, there are other functions which may be appropriate to spin-off 
to the private sector. The two most important are: a. sprayi ng opeY'ations, and 
b. input distribution. Each of these functions, currently accomplished by the 
DBC, have certain technical and economic attributes that argue strongly for 
centralized operations. More careful study, however, is required to ascertain 
the feasible alternatives for greater private sector involvement. AID funds will 
provide about 6 work months of technical assistance to explore and assess the 
options and potential for spinning-off spray operations and input distribution 
to private firms. 

USAID will also provide two vehicles to the DBC for 
the exclusive use of the AID funded technical advisors during the life of the 
project. Each vehicle is estimated to cost about $14,000 and will be turned over 
to the DBC at the end of the project. This cost is included in total technical 
assistance costs in the budget. 

Finally, AID funds amounting up to $30,000 will be 
used to perform a detailed communication system study and if feasible, design 
for the DBC. Inadequate communications between the ports and boxing plants is 
responsible for substant-ial financial losses to the industry because the volume 
and timing of fruit to be delivered to ship-side is not well known. Sometimes, 
fruit arrives at the port too late to be loaded and therefore is "left-back". 
This situation resulted in about 6% of total fruit purchased by the DBC being 
unsold during the first 9 months of 1982, and accounts for significant financial 
losses. Improved communication network has been recommended by consultants to 
help in solving a part of this problem. Therefore, the project will use AID funds 
to contract approximately 3 work months of a communication engineer to assess 
the management communication needs and design the most appropriate system. 

(2) BDD Assistance 

The BOD will provide fertilizer and other production 
inputs in an amount required frY' approximately one year's demand in Dominica. 
Banana yield response to timely fertilizer application is very significant, and 
considered a necessity for commercial banana production. 



The project will r~ceive about 4,000 tons of fertilizer 
and certain other commodities from the BDD. These con~odities will be sold at 
market prices to growers primarily for cash or against prepaid cess accounts. 
In this way, the DBC is estimated to receive about $1.4 million during the life 
of project as a result of the BDD commodity grants. 

The BDD will also provide about 48 work months of tech­
nical assistancE to directly assist the DBC to accomplish proper financial report­
ing and control, and to assist in the establishment of better management procedures. 
BDD funds will be used to provide two persons for two years each to provide this 
technical assistance to the management of DBC. 

(3) Commercial Bank Assistance 

The Royal Bank of Canada and Barclays Bank International 
have each agreed to reschedule a total of $2.5 million in outstanding debt to be 
payed off over a 10 year period, with a three year moratorium on principal repay­
ment, as of March 1, 1982. Thus, until April of 1985, only interest payments will 
need to be serviced, and by which time the DBC is expected to begin scheduled 
debt repayment. 

(4) Geest Industries 

Geest Industries is owed about $0.5 million by the DBC, 
for commodities and cash advanced to the DBGA during the recent past. Geest will 
assist the DBC by agreeing to a moratorium on debt repayment from the time AID 
disbursement begins until March 31, 1984. During this period, Geest will not 
charge any interest. This moratorium by Geest will be particularly important to 
assist the D8C attain its cash flow targets. 

5. The Implementing Institution (DBC) 

The Dominica Banana Company will be established by Act of 
Parliament JS a statutory corporation. The Company's primary responsibility is 
the purchase and sale of all export quality bananas in Dominica. Additional 
responsibilities are to foster other commercial activities needed to sustain 
profitable banana production in Dominica, including disease control programs, 
input supply, fruit boxing operations, production forecasting, and internal 
transportation. 

The legislation which will establish the DBC will be introduced 
into the Dominican Parliament in early October 1982 and is expected to be passed 
later in the same month. The DBC will commence operations on November 1, 1982. 

The structure of the Company will be that of a typical corporation 
with a Chainnan and Board of Directors deciding policy and management and staff 
employed to carry out trese decisions. For at least the first two years, the 
Chairman will be appointed as Executive Chairman and General Manager. The 
membership of the Board will represent various interests including growers, the 
business community, the Company's principal financiers and the Government. The 
complete membership is shown in Figure A. 



FIGURE A 

DOMINICA BANANA INDUSTRY BOARD OF DIRECTORS - MEMBERSHIP 
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FIGURE B 

DOMINICA BANANA COt~PANY 
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The operational management of the OBC will nonnally be the respon­
sibility of a General Manager who will be assisted by two Deputy General Managers 
- for operations and finance. A chart of the structure of senior management 
appears as Figure B. 

Within the senior staff positions, four will be filled by expat­
riate personnel supplied under Technical Assistance Agreements. One Qf these, 
the Financial Advisor to be supplied by the British Government, will operate in 
a line position within the management structure by filling the position of Deputy 
General Manager for Finance. The other British Government funded marketing 
operations specialist will work with the Executive Chairman and Deputy General 
Manager - Operations to investigate and develop improved operation~-~olicies and 
assist in the implementation of those which are approved by the Board. 

AID will provide~ under this project, two small busine5s develop­
ment advisors who will operate exclusively within the banana industry to assist 
the transition from DBe to private control of boxing plant operations. This 
assistance will be provided by working with the private contractors (individuals 
or business groups) during the period leading up to the'ir takeover and the 
initial months of their operations of the boxing plants as private firms. 

With the exception of the small business development advisors who 
are expected to arrive in Dominica early in 1983, key personnel will all be in 
place when DBC commences operations on November 1, 1982. The Executive Chainnan 
will be appointed with effect from October 1, 1982 and the two British Government 
advisors arrived in Dominica early in September and commenced work within the 
existing institutional framework. 

6. Project Costs and Financing 

Under the project, AID will disburse funds for the purchase of 
spray oil and fungicides based on the average quarterly requirement for these 
commodities by the banana industry, as analyzed in Section III.A. Technical 
Analysis. The BOD is supplying fertilizer for the project in part based upon 
the financial as well as technical requirements of the DBA. Other costs, such 
as technical assistance, and vehicles, are presented based on detailed cost 
estimates and timing of these inputs. Over the project 9 BOD and AID will provide 
US$3.6 million to the project as detailed in Table 4. 

Table 5 presents a summary of total project costs by source and 
use by fiscal year. This Table also includes the GOD contribution to the project 
in the fonn of its forgiveness of loans it has made to the banana industry. 



TABLE 4: PROJECTED AID DONOR DISBURSEMENT SCHEDULE BY QUARTERS 

(US$ 000) 

4/82 1/83 2/83 3/83 4/ 83 1/84 2/84 3/84 4(84 

Donor Inputs 

BOD Fertil i zer 371.8 371.8 371. 7 358.7 

BOD iechnical Asst. 50.0 50.0 50.0 50.0 50.0 50.0 50.0 50.0 

SUB-TOT AL BOD 421.8 421.8 421. 7 398.7 50.0 50.0 50.0 50.0 

AID Spray Oil/Fungicide 37.2 180.3 176.6 176.6 174.7 182.2 180.3 182.1 22.0 

AID Technical Asst. 39.odI 111.511 67.5 47.5 37.5 37.5 37.5 37.5 22.5 

SUB-TOTAL AID 76.2 291.8 244.1 224.1 212.2 219.7 217.8 219.6 44.5 

1/ Including 514,000 for one vehicle for AID funded Technical Assistants 

in each quarter, total two vehicles @ $28,000. 

TOTAL 

1,474.0 

400.0 

1,874.0 

1,312.0 

438.0 

1,750.0 

:'0 
:...::; 
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TABLE 5: TOTAL PROJECT COSTS BY YEARS 

Source and Use of Funds 

BOD Fertilizer 

BOD Technical Asst. 

SUB-TOTAL BOD 

AID Spray Oil/Fungicide 

AID Technical Asst. 

SUB-TOTAL AID 

GOD Loan Forgiveness 

TOTAL PROJECTED COSTS 

(US$ 000) 

1,474.0 

200.0 

1,674.0 

745.4 

303.0?:i 

1,048.4 

1,600.0 

4,322.4 

.. 1/ Including last quarte~ of 1982 

CY 84 

200.0 

200.0 

566.6 

135.0 --
701.6 

901.6 

£I Including $28,000 for two vehicles for AID 
funded Technical Assistants 

TOTAL 

1,474.0 

400.0 

1,874.0 

1,312 .0 

438.0 

1,750.0 

1,600.0 

5,224.0 



III. PROJECT ANALYSIS 

A. Technical Analysis 

1 . Pes t Control 
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Sigatoka leaf spot disease is indemic to [~minica and is the 
most serious pest affecting banana cultivation. Sigatoka is commonly referred 
to as simply IIleaf spot di sease ll and is caused by the fungus Mycosphaerell a 
Musicola. Banana plants infected by leaf spot disease are characterized by 
poor growth rates and poor fruit formati on. In additi on, the mature frui t 
harvested from infected plants has an extremely short storage life. The 
infected fruit will begin to deteriorate rapidly after harvest and will not 
tolerate the time or conditions for transport to the U.K. market. Leaf spot 
infected fruit is the major cause of banana wastage from so callEd IIship ripe ll 

bananas. Ship ripe bananas arriving in the U.K. are not acceptable on the 
market. Thus, control of leaf spot disease is absolutely essential for export 
banana production. 

Control of leaf spot disease is obtained by the use of sprays 
of fungicidal materials and by good field sanitation practices. In Dominica, 
individual banana growers are responsible for field sanitation and husbandry, 
while spray control programs are accomplished by the DBGA. 

The DBGA uses two methods to apply spray: 1) aerial application 
using an Ayres Turbo Thrus airplane, and 2) ground crews using motorized back­
pack mist blowers. The spray used is a mixture of petroleum oil and the 
fungicide benomy1, at a ratio of about 2.7 ounces of benomy1 per gallon of oil. 
Application is made at the rate of about 1.8 gallons of the mixture per acre 
of bananas. Aerial spraying attends to about 60% of the banana acreage, while 
the remaining 40% of acreage is sprayed by 12 ground crews. Under nQ}~mal 
growing conditions bananas are sprayed about every five to six weeks, or about 
10 times per year. In addition, when very high incidence of Sigatoka innoculum 
is detected in specific areas, extra spray applications are made to those 
areas. Typically, about a third of the bananas in Dominica receive an extra 
th ree cycl es. 

The monitoring of the incidence of leaf spot and technical 
direction for control is the responsibility of the WINBAN research plant 
pathologist. The DBGA therefore has expert technical advice and is free to 
concentrate on application of the recommended program. The DBGA has the equip­
ment, technical capacity, and personnel to maintain a regular spray program to 
control leaf spot disease. The primary prob1e~ in maintaining this program 
has been the inability of the DBGA to purchase oil and fungicides on a timely 
basis due to a poor cash flow position. 

Spray oil requi red for leaf spot contY'ol in Dominica (and all 
th2 other Windward Islands) is purchased from Texaco Trinidad Limited. The 
selection of a supplier and the price to be paid is negotiated jointly with the 
other Windward Island Banana Producers Associations through WINBAN on an annual 
basis. For calendar year 1982, the DBGA pays Texaco $2.28 per gallon for oil 
delivered to bulk storage tanks in Dominica. The Texaco agent in Dominica 
keeps account of oil supply drawn down by the DBGA and bills for payment on a 
monthly basis. The DBGA pays Texaco directly. 



- 32 -

The fungicide Benomyl is purchased directly from U.S.A. suppliers. 
The Dupont Co. makes the only suitable commercial Benomyl fungicide and markets 
it under the trade name "Benl ate II. Orders for Benl ate are Pill d by the DBGA 
directly to the Miami vendor. 

Suppliers of oil and fungicides require im'1lediate payment or 
payment within 20 days. In the recent past, the DBGA has not been able to 
meet these payment requirements and has been forced to interrupt usual spray 
cycles. So far this year epedemic infestations have not occurred, although the 
proportion of fruit rejected has increased. Nevertheless, experts in the field 
of disease control say that the risk associated with interruption of regular 
spray cycles is unacceptably high. In essence, Dominica banana growers have 
been !'lucky". Leaf spot disease can build up to high levels of incidence very 
quickly and spread rapidly in the absence of a routine spray program. The effect 
of a severe and widespread infestation of leaf spot disease would require that 
most mature banana plants be destroyed and could result in the halt of banana 
exports for a period until the di sease was again controlled. The cost of 
reducing a major outbreak of leaf spot to tolerable levels would be much more 
than maintaining control of the disease. 

In summary, leaf spot disease ia a major problem, although it is 
wen understood and cost effective control methods are known. The DBGA, with 
technical direction from WINBAN, have the equipment and personnel to conduct a 
sound program of leaf spot control on a routine basis. Routine spraying opera­
tions have been interrupted in the recent past due to the inability of the DBGA 
to buy the spray oil and fungicide. This interruption exposes the Dominica 
banana industry to unacceptably high risk of severe leaf spot infestation which 
wou~d seriously curtail export volumes and could lead to a moratorium on banana 
exports while the disease was brought under control. The economic and financial 
cost of a severe outbreak of leaf spot are too great to risk in light of the 
key role of bananas in the Dominican economy. The AID grant funded supply of 
oil and fungicide will enable the new DBC to maintein a routine spray program 
for at least two years under normal growing conditions. Personnel are already 
trained, and spraying equipment is in place and normal maintenance and replace­
ment is budgeted. Expert services of a plant pathologist from WINBAN is 
available to monitor disease incidencL and advise on spraying cycle frequency 
as required. Thus, the AID grant funded commodities will enable the maintenance 
of an established disease control program to continue during the period while 
the new DBC is simply unable to afford the cost of the oil and fungicide 
required. At the end of two years, cash flow projections indicate that the 
DBC will then be able to continue the leaf spot control program (directly or 
under contract with private firms) on a self-financing basis. 

Cost estimates for spray oil and fungicide to be financed with 
AID funds are based on current prices paid by the DBGA for these commodities, 
and on the historical levels of use. Spray oil cost $2.30 per gallon delivery 
to Dominica. Fungicides now being used cost $21.00 per kilogram. Thus a two 
year supply of spray oil amounting to about 456,000 gallons is estimated to 
cost $1,050,000; and a two year supply of fungicide amounting to about 12,500 
kilograms is estimated to cost about $262,000. Therefore, total commodity 
cost in this project is estimated to be $1,312,000. 
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2. Transfer of Boxing Plant Operations to Private Sector 

The transfer of boxing plant operations to private sector indivi­
duals or groups is an important policy change embodied in the plan to restructure 
the Dominica banana industry. This transfer will not ue accomplished easily, 
nor quickly, and will take concerted effort on the part of the Operations 
Manager of the DBC who is presently being provided by the BOD, the DBC Executive 
Manager, and the Board of Directors of the DBC, as well as assistance from small 
business advisors provided by USAID. 

A very preliminary revieltl has been recently completed by the PDAP 
Advisor in Dominica who has been working closely with the Prime Minister regarding 
the banana industry. Although his work did not involve specifying a list of 
people who are certain to becGme operators of boxing plants, enough discussion 
was held to give him confidence that there are a sufficient number of people with 
the aptitude and wiilingiless to proceed with the divestiture of at least 22 of 
the 24 boxing plant operations. He has written suggested procedures for the 
initial selection of prospective boxing plant contractors; suggested clauses to 
be embodied in boxing plant operators' contracts for boxing procedures, transport 
of boxed bananas to reception stations and storage and distribution of inputs; 
reviewed potential forms of business entities which might take over the boxing 
plant operations; suggested timing and procedures for the implementation of such 
activities; and made observations on boxing plant operations in St. Lucia and 
St. Vincent. It should be noted here that it is envisioned that most of the 
Goxing plants under DBC ownership will not be sold to operators, but will 
instead be leased, due to the expected lack of available capital and/or finan­
cing for the purchase. However, where possible, they will be sold. 

The next step which needs to be taken, is for the Operations 
Manager provided by the BOD to review the preliminary plan, draw up a more 
detailed plan after talks with operators in Dominica, St. Lucia and St. Vincent, 
present the plan to the new Executive Manager of the DBC and in turn to the 
Board of Directors of the DSC for approval. Once Board approval of the detail 
is received, requests for bids should be sought which include specifications of 
the minimum requirements sought. After bids have been received and reviewed, 
the tup two to three candidates should be contracted to put together an opera­
tions plan, perhaps with the assistance of the small business advisors and the 
Operations Manager of the DBC. The DBC should probably limit itself to divestinq 
of only a few oper'ations in the fi rst few months, to determine how successful 
the transition is, and to allow their people to plan sensibly for future 
divest itures. 

The covenants of the USAID Grant Agreement specifies mlnlmum 
numbers of plants whose operations must be divested into private sector hands 
by the end of specific quarters. This is considered to be reasonable yet 
aggressive, acknowledging that if the first few plants which are spun off are 
successful for the operators, there is a possibility that all the plans could 
be leased or sold within twleve months. On the other hand, a perceived lower 
level of success for the operators may slow down the divestitures and it may 
take all of two years to accomplish the minimums. 

Pressure on the DBC to accomplish this spin off of operations 
responsibility will come from the covenant on numbers of plants to be divested, 
from the measure of financial viability target for boxing plant costs which has 
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assumed the significantly lower costs attributed to privately run boxing plants, 
and finally, from continued pressure from the consortium group for completion 
of this activity in order to lower operating costs. The Prime Minister has 
given her full support to this effort, as well as to proposed efforts to do the 
same with other DBC operations, where feasible. 

A major concern during the transition period when boxing plant 
operations will convert to the private sector, is the operators management 
capabilities to sustain a cost-effective business. To ensure that operators 
have the necessary management concepts and tools to develop and maintain a 
s0lvent business, technical advisors will provide training in sound business 
practices and assist with day-to-day implementation under field conditions. 
The advisors win devote one entire work day per month with each plant operator 
assisting with establishing effective management technique, inventory control, 
improved labor and transportation utilization. To develop and maximize a system 
that will deliver undamaged fruit at the time and place required. The need f0r 
this intensive effort is to assure that a majority of t1e operators develop a 
successful business, that will maximize small farmers' income, export earnings 
and employment levels. Should the project fail, massive disruptions to the 
political and economic stability of Dominica would result. A concentrated 
effort to reduced risks and problems to plant operators by providing extensive 
technical assistance on an individual basis will allow for optimal success. 
The estimated cost of this technical assistance is $328,000 for forty-eight 
(48) man-months of service. This is base on a monthly cost of approximately 
$6,800 per month for salaries, transportation, travel, per diem and housing. 
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The DBC will bear great similarity to the DBGA in that all of 
its responsibilities will be responsibilities which are held by the DBGA. The 
primary difference will be that, whereas the DBGA currently performs the dual 
role of producers· representative organization and marketing authority, the 
activities of the DBC will be limited to those of a commercial nature; a 
separate institution - the Dominica Banana Producers Association - will be the 
producey's· representati ve body. 

It is not correct to th'ink of the DBC as purely a marketing 
organization as its marketing functions are only one of three main areas of 
activity, the other two being input supply for producers and leaf spot control. 
In the context of AID support for the ORe, it is relevant to examine the 
rationale for each of the three main areas of operational activity being 
included in the scope of responsibility of a national organizaticn, rather 
than lEaving the farmers to arrange these services themselves and/or procure 
them from the private sector. 

Leaf spot control is probably the area in which the advantage 
of centralized, nationwide control is most easily demonstrated. The disadvan­
tages to others created by inadequate crop protection standards maintained by 
any individual, demand that for such an important crop there be either severe 
penalties and an effective inspection and enforcement operation or a national 
agency which takes full responsibility and operates on behalf of the producers. 
The latter has been, and still is considered ~he most cost-effective system for 
the situation in Dominica. 

The rational~ for the DBC being involved in input supply is 
substantially less appealing in economic terms. While there are,no doubt, 
some volume discounts obtained through the aggregation of fertilizer purchases, 
this is not a function which the DBC will perform itself; for the most part 
fertilizer orders are placed by WINBAN. It seems possible, therefore that 
pri vate entrepreneurs i 11 Domi n i ca caul d purchase from WINBAN and e 1 imi nate 
the DBC from the market; it is certainly an aspect of DBC policy which will 
receive investigation. 

A more important reason for the or;c being however involved is 
the abil ity to deduct amounts from gro\lJers· sale~; accounts as prepayment.s for 
fertilizer. The impact of this system is to ensure that all producers have 
available to them reasonable quantities of fertilizer~ a key factor in deter­
mining banana yields. While such a system exhibits a fair measure of paterna­
lism, the importance of the industry to the overall economy of the country has 
led industry advisors to the conclusion that too much national interest is at 
stake to allow banana farmers to damage their own position if they wish by 
failing to make regular applications of fertilizer. Within this scenario there 
would appear to be two distinct options for change - the prepaid inputs levy 
could be retained and merchants given authority to supply fertilizer against 
DBC prepayment coupons and, in the 1 onger-te rm, succes s ful di vers i fi cati on 
within the agricultural sector, coupled with education of banana farmers to 
assist the acceptance of improved management practices, may remove the necessity 
for compul sory py·epayments. 



The primary rationale for a national body to be responsible for 
the marketing function appears to be based largely on the belief that there is 
an advantage in having a powerful organization (WINBAN) negotiate with the 
marketing agent and, as currently structured, WINBAN is a regional grouping of 
national associations. 

Even though it might be possible to hand over all marketing 
functions to a number of private banana traders, it would appear inevitable 
that they would form seine kind of national association for the purposes of 
negotiating with Geest and making cargo space reservations on the banana ships 
going to the U.K. Again, it seems possible that the DBC may eventually evolve 
into such a grouping, especially if the private sector operation of the boxing 
plants and other operations proceeds successfully. On the other hand~ the 
possibility that a single private company might one day provide all marketing 
fJdctions for the industry ~>eems remote, at present, as it appears that the 
ban?l11a industry will remain significantly large, in relation to the national 
economy, to ensure that monopoly control wi 11 not be seen as being in the 
country's best interest. 

2. The DBPA 

An examination of the current situation, in which the DBGA acts 
as both commercial trader and growers I representative body, suggests that there 
are losses on both sides. Not only do the commercial operations frequently 
suffer through the direct application of short sighted grower interests but, 
in other matters, growers are actually unrepresented in the sense that there is 
no formal, separate structure for dealing with industry problems created by the 
DBGA. 

The establishment of the DBPA, which will, in every sense, be 
wholly independent of the DBC, can be expected to increase the influence which 
banana growers can exert in t'elation to national policy issues which are of 
relevance to them. The Association, which will be funded directly by Government 
(a minimal national level administration is envisaged, with the Roseau office 
staffed by a Secretary/Manager and an office Secretary), will be responsible 
to the Minister of Agriculture. It will elect three members to positions on 
the Board of Directors of the l.)I3C and the Secretary/Manaqer will be a member of 
the DBC Management Coordination Group; as such he/she will attend all DBC Board 
meetings. The DBPA structure will allow numerous levels of grr ~er representation 
vis-a-vis the operations of the DBC; minor issues emanating from individual 
growers or district branches be taken up by the IBPA Secretary/Manager on an 
informal basis with more important issues being laised at Management Coordination 
Group meetings, or if necessary by representative s at DBC Board meetings. At the 
highest level, should satisfaction not be obtained through these channels, the 
DBPA will have direct access to the Government through the Minister of Agriculture. 
Such a system appears to be a substai,tial improv(>ment on the level of representa­
tion which growers can achieve under the existinu (DBGA) system. 

3. Critical Institutional Issue':; 

(a) Pros pects Jo r ~_"Ls 1 a (iJ?~_ 

The legislation, which was first drafted in April and has 
since had several amendments incorporated in subsequent drafts, is now nearing 
finalization. It is anticipated that it will be approved by Cabinet on 
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September 14 and introduced into the Parliament on September 27,1982. The 
Government's timetable calls for the legislation to be debated and voted upon 
in the House of Assembly during the regular monthly session of Parliament in 
October and to become effective from November 1,1982. As the Government com­
mands an overwhelming majority in the Parliament, no difficulty is expected with 
the passage of the legislation. 

(b) Management of the Debt 

The fi nanci a 1 projecti ons based on the Gove rnment' s stated 
i ntenti ons and agreements ; n re 1 at; on to the va ri ous outs tandi ng long-term debts 
indicate that financial viability can be maintained while the debt commitment 
is serviced. (See Section III. D. of this Paper and para. 50 of the Government's 
White Paper which is attached as Appendix C, Exhibit ::). 

The nature of several of the major factors infl uencing the 
financial viability of the industry is such that financial projections for the 
DBC exhibit a high potential for significant change from the base assumptions 
with more than a low level of confidence i~ the chances of these matching the 
real outcome. The two most volatile factors, to which the projection of operating 
results exhibits a high degree of sensitivity, are exchange rates and weather in 
the fOl'm of major natured di sasters. Shoul d movements in these factors to be 
the disadvantage of the industry, the DBC may incur substantially increased 
deficits during the transitional period and have the currently projected surpluses 
for 1 ate r pe ri ods threathene d. 

On the other hand, there are good grounds for believing that 
in the medium-term, at least, the value of sterling will recover against the 
dollar and the realized outcome of DBC operations will favorably exceed the 
current projections. In this case it will be important to restrict the extent 
to which payments to growers are improved, or reinvestment in the DBC occurs. 
The large majority of any funds accumulated through such windfall gains should 
be applied to reducing the burden of long-term debt. It is believed that the 
greatly improved staffing in the senior nnancial positions in the Company as 
well as restraints under this Agreement will ensure that this occurs. In any 
case, it is important to understand that improvements in factors under the 
control of D8C management wi 11 ensure that whatever the effect of whether 
exchange rates, or other influences not under their controL the DBC will be 
better off than it could otherwise be if existing policies of the DBGA were 
cont:inued. 

Initial planning for the lea~;ing/sale of boxing plants to 
the private sector is already underway. Current indications arE that the most 
appropriate way to commence will be to identify d small number of efficient and 
knowledgeable individuals from within the currently employed boxing plant 
supervisors. These people would then be strong contenders for the award of the 
boxing contract for these plJnts when such contracts were offered publicly. 
Following the award of a contract, which it is envisaged would be done at a 
predetermined price, all employees at each plant, including the supervisors, 
woul d be made redundant so that the contractor woul d be free to hi re whatever' 
labor force he/she saw fit. 
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Technical assistance inputs will be made available by USAID 
to enable detailed preliminal~ planning to continue during the period leading 
up to and subsequent to November 1 when the DBC wi 11 commence operati ons. It 
is expected that a comprehensive plan will be available by that time and that 
the DBC will havE' little left to do before commencing the process of procuring 
bids and letting the initial contracts. April 1, 1983 has been targeted as the 
date on which the first of the private boxing plants operators would commence 
operation. 

Although there is no current program for the assumption of 
any other operations by the pr"ivate sector, there are statements of Government 
intentions as well as a second year condition precedent in respect to investi­
gations of the possibilities for ground spraying operations in other areas of 
OBC responsibility. 

(d) InvenJ~ Control __ <!I1~_ Wa?_ta.9~ 

In the opinion of the DBGA auditors, Coopers & Lybrand, 
who have been providing additional financial assistance to the Association 
(under BOD funding), inventory control is an area in which majol~ improvement 
will be crucial to a reversal of the t'ccent poor operating results. As auditors, 
the fi rm has some time ago provided recornmendations to the DBGA management as 
to the steps they should take and systems they should introduce in order to 
improve this area of their operations. Though they'e have been some claims from 
within the Association that these recolTlmendations have been implemented, the 
auditors do not share this view and it, appears therefore, that this will be 
a priority area for the BOD financial specialist to tackle. It will also be 
an area in which close monitoring by the donors associated with this package 
will be required, to ensure that suitably rapid progress is achieved. 
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C. Economic Analysis 

1. Macroeconomic Considerations 

The proposed assistance to the banana industry in Dominica -- the 
first of a series of structural adjustment programs that RDO/C will be negotia­
ting with the less developed countries (LOCs) of the Eastern Caribbean -- is of 
critical importance to the country's economic future. The banana industry -­
the country's lifeline -- in encountering severe financial and structural diffi­
culties ilnd failure to resolve these difficulties could destory the industry, a 
development that would have grave consequences for the economy and the current 
pro-U.S. administration headed by Prime Minister Charles. This project intends 
to resolve these difficulties. 

While a thriving banana industry would produce a number of 
benefits, its most significant contribution would be in the areas of employment 
and the balance of payments. Although agriculture, primarily bananas, accounts 
for less than 25 percent of total full time employment on the island, almost 
everyone in the country's labor force of 15,000 derives some income from banana 
farmings. For instance, according to the most recent data, roughly 7,000 indi­
viduals are active banana producers. This grant, in addition to promoting 
employment, will help fortify the country's balance of payments. The $1.75 
million that is to be provided under this project will not have a signif~cant 
direct impact on the balance of payments because most of the grant proceeds 
will fund foreign exchange costs. However, without the grant, the banana 
industry would encounter difficulties, producing a serious void in the country's 
foreign exchange earnings. Traditionally bananas have accounted for roughly 50 
percent of the country's foreign exchange receipts. The $8.4 million that was 
generated in 1981 represented 40 percent of total receipts, up sharply from 
$2.8 million and 22 percent the year before when the c0untry was ravaged by 
hurri canes. 

2. Economic Viability of the Dominica Banana Industry 

While the proposed USAID project will produce significant bene­
fits for the Dominica banana industry by making it more efficie~t and by 
enabling it to reschedule its massive debts, the ultimate rationale for pro­
viding assistance to the industry must rest on a demonstration of the industry's 
economic viability over the medium-term -- the 1982 - 88 period. Any projections 
beyond 1988 would be highly suspect because of uncertain market prospects. To 
demonstrate economic viability, economic costs and benefits must be specified. 
For the most part, economic costs and benefits for the industry are synonymous 
with financial costs and benefits. Nonetheless, to specify economic costs and 
benefits, several important adjustments must be made in the financial cash flow 
projections that already reflect the positive impact that this AID project will 
have on industry efficiency. 

The most significant adjustment lies with respect to "payments 
to growers". Of the total "payments to growers", approximately 25 percent 
reflect fertilizer purchases; the remainder labor costs. Of all financial 
costs, labor costs amount to nearly 25 percent. These financial labor costs, 
however, do not reflect economic costs. Little alternative productive employ­
ment possibilities exist for growers. In the agriculture sector -- the country's 
most important -- production of other products is constrained primarily because 
of the inability to identify and properly service markets, while the other 
productive sectors -- manufacturing and tourism -- are quite small, providing 
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scant employment opportunities. In sum, the economic costs of labor are much 
lower than the financial costs. To derive the economic costs of labor the 
financial costs of labor was reduced by 50 percent, this latter adjustment 
reflecting the lack of alternative employment opportunities for the growers. 

Economic costs and benefits also diverge from financial costs 
and benefits if the stated value of a country's currency diverges from its 
economic value. The East Caribbean dollar _ .. the common currency for (a) 
Dominica, (b) the other Windward Islands of Grenada, St. Lucia and St. Vincent, 
and (c) the Leewards of Antigua, Montserrat and St. Kitts -- is tied to the U.S. 
dollar. A comparison of the U.S. price performance within inflation in these 
other states suggests that the East Caribbean dollar may be worth less than 
its stated value by as ITluch as 10 percent, thereby making foreign exchange 
worth more than its stated value. Almost all of the banana industry's revenues 
in Dominica comes in the form of foreign exchange -- the pound sterling; cost 
items involving foreign exchange include (a) the chemicals used in leaf spot 
control, (b) the cartons used in packaging (c) vehicle operations expenses, 
(d) grower fertilizer purchases, and (e) the proposed fixed assets purchases. 
Consequently, to derive economic benefits and costs from the financial flow 
data, export revenues were increased by 10 percent while those cost items 
involving foreign exchange were adjusted upward by a similar amount. 

"Export tax" appears as a financial cost line item in the cash 
flow statement. Export tax, however, is not an economic cost because it merely 
represents a transfer within the economy, in this case from the industry to the 
government. Hence, "export tax II was not i ncl uded as an economi c cost. 

Dominica's banana industry has debts totalling over $8 mi11ion. 
An economic cost -- the opportunity of cost of capital -- exists for the debts. 
For the most part, these economic costs have been reflected in the financial 
cash flow projection in the form of debt servicing. However, to the extent 
that the economic costs are not reflected in the form of debt servicing over the 
project's 1982 - 88 life, financial costs will understate economic costs. 
Hence, as a measure of the opportunity cost of capital, we use 12 percent. 

Financial and economic rates of return were calculated using a 
salvage value that took into consideration the company's estimated capital 
deficit at year end 1988. The economic returns were significantly positive; 
the financial rate of return was negative, although a 9 percent financial rate 
of return was computed when the salvage value was excluded from the analysis. 
The significant economic returns suggests that the Dominica banana industry is 
viable over the medium-term. 
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D. Soc i a1 jgun dne s~_~~l ys _i_s 

The majority of the population of Dominica is distributed in the 
relatively flat coastal areas. Since the population is generally rural in 
nature and most people have access to agricultural land, a majority of the 
population is involved at least part-tin~ in agriculture. It is estimated 
that there are 14,000 small farmers. As a predominantly rural, agrarian 
society, Dominicans have a strong tradition of village identification and 
communal cooperation. Atypical of the other Caribbean islands, Dominica has 
not had tremendous urban migration, although the population of the capital 
city has increased in the last decade. A commitment to and interest in 
agriculture prevails with approximately 87% of the labor force involved in 
various aspects of farming and related activities on at least a part-time 
basis; and over 35% of the labor force is employed full time in the agricul­
tural sector. Young people are willing to pursue farming as an occupation, 
however a farm income is usual~y expected to be supplemented w-ith at least 
occasional off-farm employment. 

Typically, the small farmer in Dominica is residentially stable, 
depends mostly on family labor for the operation of the farm, has an annual 
income of between $300 to $1,800, and will spend six to eight hours per day 
on farming related activities during the main growing season and two to fout' 
hours during the off-season.ll 

Impact of Project Activities 

Bananas are the most commonly cultivated crop in Dominica, and the 
banana industry has an impact on the entire economy. The project will 
restructure parts of the industry and will promote change that may result in 
some short-term dislocations for selected individuals. These changes, however, 
are expected to be supportive to the overall banana industry and will be widely 
accepted by industry participants. In fact, an underlining rationale for AID 
assistance is to ensure stability in the industry while required structural 
changes are accomplished. 

Since the farmers in Dominica are very much oriented toward a market 
economy, and since small independent businesses are the typical form of 
commercial organization, RDO/C believes the activities call for in the pro­
ject design are totally compatable with the existing social norms in Dominica. 
Clearly, the Government of Dominica is confident that the restructuring of the 
growers association and spinning-off boxing plants to private individuals or 
groups will be both more efficient and more popular with the overwhelming 
majority of industry participants. 

Approximately 85% of the small farmers grow bananas and a)~ the 
direct beneficiaries of banana production. The indirect beneficiaries include 
boxing plant personnel, truck owners, small business owners, port workers and 
certain administrative employees. Through this project, the banana growers 
will benefit through the receipt of a fair and stable price for their fruit. 

11 A Profile of Sma1'l Farmi~Jt in ___ ~~J:~_~~t, ___ ~on~1~1_.~_a a~~j_~. ___ Luc~ 
T. H. Henderson and P.I. Gomes. The Universicy of the West Indies. 
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In addition, the DBC prlclng systems will likely build in incentives in the form 
of higher prices during periods when the Green Market Prices are higher, which 
should induce skewed production toward the months of highest prices resulting 
i~l 'increased income to growers. The growers will also benefit via improved 
yields from the more timely availability of inputs resulting from the improved 
operation of the DBC. Finally, reduction in wastage, increased operational 
efficiency and overall proper management of the DBC will enable the banana 
industry to ultimately improve compensation to the growers after debts are 
reduced. 

Certain boxing plant operators who are currently salaried employees 
and other private sector entrepreneurs will become private boxing plant 
operators under the project. Because the operations will be in private hands, 
incentives will be in place to ensure minimum wastage of cartons and other 
supplies, as well as loss of fruit, thus benefiting the industry. Competition 
is expected to be keen and as operational efficiency is improved some boxing 
plant workers are likely to be made redundant. Nevertheless, the majority of 
employment opportunities will be sustained for owners, managers, and workers 
in the plants, thus maintaining incomes and stimulating private sector employment. 

Many employees will continue to work for the DBC and others may 
become private operators of ground spraying services, input suppliers, or 
maintenance operators. Currently, the DBGA has redundant employees whose level 
wi 11 be reduced to maximum extent feas i b 1 e but at the same time be restructured to 
ensure efficiency and increased production levels. 

Role of Women 

Of the total population of 85,000, 51% are women and of the labor 
force 37% are women. Households headed by women are 43% and more women are 
employed than men. Small-s<..ale farming is a traditional occupation for women 
in Dominica and relatively few positions in the Dominica agricultural work 
force, particularly in banana production, cutting, boxing, and loading bananas 
are designuted as male jobs. 

Women are also involved in a numbp.r of other areas which will make 
thelllindirect beneficiaries of the project. Domestic marketing of bananas, 
making banana flour, dried bananas, and banana chips are all income generating 
activities typically undertaken by women. The introduction and experimentation 
of solar dryers for these purposes is currently being publicized through 
training programs funding through other project activities. 
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E. Financial Analysis 

1. Introducti on 

The key to understanding the changes in financial condition of 
the DBC is the projected cash flow statement contained in Table 1, Annex C 3, 
as the industry will stand or fall in the near-term based on its ability to 
generate sufficient liquidity to pay for its cash requirements. Additional 
borrowings other than minor amounts from the COB are highly un1ikely from either 
trade creditors or lenders; the cash flow from the DBC operations, plus donor 
assistance will be the only sources of funds. Given the initial inability of 
the DBC to accrue any expenses, and given that their income will be cash and 
not accrued, the projected income statements and balance sheets would be of 
limited value and are, therefore, not presented in this analysis. As a refer­
ence point, however, the June 30, 1982 balance sheet of the DBGA, most of which 
will be assumed by the new DBC, is presented in Table 3, Annex C 3. 

2. Analysis 

The projected cash flow covers the period from the beginning of the 
fourth quarter of 1982 through the end of 1988, although USAID assistance as 
proposed in this Project Paper is scheduled to run only through the fourth 
quarter of 1984, after which the Dominica Banana Company should be able to be 
self-sufficient on its own. The assumptions used in developing the cash flow 
presented as detailed in Annex C 3 have been very carefuny examined both by 
consultants to USAID as well as the PDAP Representative in Dominica who is 
familiar with the banana industry and who has been working very closely with the 
Prime Minister. Certain of the assumptions were also reviewed by WINBAN. All 
of them are considered to be reasonable, yet conservative. 

The Dominica Banana Company is expected to continue to have a 
negative cash flow (although gradually reducing) through the first quarter of 
1984, after which time only the first quarter of 1985 is negative (the first 
quarter is always a low revenue quarter for the Company, due to lower volume and 
lower prices). The maximum cumulative cash flow deficit which the Company would 
incur over the next nine quarters without donor assistance is just over $1.7 
million by the end of the first quarter of 1984. Proposed donor assistance, 
however, is sufficient to allow the DBC to continue functioning while providing 
some cushion for unexpected downturns in results and for the small additional 
need during the first quarter of 1985. Table 2, Annex C 3 shows the expected 
innows of leaf spot chemicals, fertilizer, and field boxes to be provided by 
USAID and the British Development Division which will allow the Company to 
operate over the next nine quarters while it gradually reduces its operating 
costs. 

The keys to financial success of the Company can be broken down 
into four crucial factors; banana revenues; control of packaging, boxing and 
leaf spot control costs; level of payments to growers; and control of other 
(primarily fixed) costs. 

Banana revenues are dependent upon not only the tons shipped 
(which at this point in time is not a crucial factor to the DBC due to the high 
variable costs of the Company, but which is important for the future of the 
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industry), but also on the Green Market Price for bananas in London (upon which 
the Geest price to the DBC will be based) and on the exchange rate that exists 
between the English Pound and the U.S. Dollar (the E.C. Dollar is tied to the 
U.S. Dollar while sales are for English Pounds). As the Banana Company is unable 
to influence either the Green Market Price or the exchange rate, and banana 
volumes are not in any case directly under its control, the DBC has little 
influence over its level of revenues. However, it must be noted that any 
increases or decreases in the Green Market Price, or changes in the Dollar/Pound 
exchange rate immediately and directly affects the cash flow surplus. The poten­
tial for an improvement in the Pound against the Dollar is presently considered 
good, although this has not been taken into account in the projections. 

Control of packaging, boxing, and leaf spot control costs are a 
primary factor in the proposed operution of the DBC cOlnpared to the present 
operating mode of the DBGA. While the cost per carton and cost per gallon of 
chemicals are not under the OBC·s control, the loss rate on these two items is, 
and can be greatly reduced from the presently estimated levels of ten to fifteen 
percent. Boxing costs at over EC¢6 per pound are at least double those in St. 
Vincent, and there is good reason to believe that the DBC can reduce this to 4¢ 
per pound through improved management controls within its own plants, and the 
rapid divestiture of boxing plant operations to private sector operators. 

Control of fixed costs does not harbor the potential for great 
improvements as does the control of variable costs; however, it is an important 
area to be reviewed for whatever savings can be made, and to make certain that 
the fixed costs under DBC control do not rise. The WINBAN levy, export tax, 
interest and principal payments on debt are not truly controllable, but purchase 
of fixed assets can be managed in line with available cash. 

The level of payments to growers represents an extremely important 
management decision point for the new OBC. In the past, the growers have often 
received significantly more than the residual cash flow after all other cash 
expenses, which a policy helped to bankrupt the DBGA. Without reductions in 
other costs, high and even moderate levels of payments to farmers are not 
possible without experiencing a deficit. The new DBC will have to plan carefully, 
in order to maintain the payments to growers at a level ~Ihich will keep the 
desired volumes flowing, while not giving up cash which ~hould be flowing into 
a contingency fund or for extra reductions in the level (f debt. High debt 
levels place a high interest burden on the OBC and shaulL be reduced as rapidly 
dS is prudent. 

3. Financial Summary and Sensitivity AnalYsis 

Under the most likely assumptions made, the project is financially 
sound. Although a sensitivity analysis was not done for the attached cash flow 
statement (which has been updated to reflect very recent information) the anal­
ysis for an earlier similar cash flow (Table 4, Annex C 3) shows the dramatic 
effect of a 5% fall in revenues attributable to prices. Lower reductions than 
expected in wastage combined with a higher increase in prices of cartons also 
has a significant impact. A 5% fall in projected tonnage of bananas exported 
has a markedly lower effect than the other sensitivities, due to th~ high (75%) 
proportion of variable costs in the total cash flow, which vary directly with 
tonnage (such as cartons, packaging, and payments to growers). 



- ~s -

In summary, the sensitivity analysis shows how important are the 
prices Geest pays to the DBC (which is based on the Green Market Price in 
London), and the exchange rate. With good management and careful control of 
expenses which are under their control, the DBC can improve its chances for 
success, but it could still lose money if revenues drop due to the price they 
receive for the bananas they sell. It is felt at this time, however, that the 
potential for revenues dropping below the levels shown is much lower than the 
potential for them rising above these levels, and, thus, management will be the 
key to a successful DBC over the next two to five years, assuming no natural 
disasters. Furthermore, even if prices fell significantly, the result of a 
well arranged DBC will hold losses to a minimum, this requiring less assistance 
in the future. 
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I V. IMPLEMENTATION ARRANGEr~ENTS 

A. AlDis Role in Project t~onitoring and Evaluation 

1 . Project Mon itori n9 

AlDis project monitoring will be the responsibility of ROO/C. 
specifically the Missionls Office of Rural Development. Assistance will be 
provided by the Offices of the Mission Controller and Development Resources, 
as \~ell as the Regional Legal Advisor. 

The primary monitoring concern will be that of the financial 
condition of the DBC. The DBCls financial condition will be influenced on 
their ability to reduce inefficiencies by lease/sale of the boxing plants, 
improved inventory control and overall operational cost control. The DBC 
will be requested to submit a certification by its external auditors that its 
accounting system will enable them to produce accurate and timely financial 
accounting and reporting and that proper financial controls are in place. AID 
will require the DBC to submit detailed quarterly financial statements and 
semi-annual statements which are duly certified by the external auditors, as 
well as some monthly information such as sales revenues and payments to farmers. 

These financial statements compared with the financial projec­
tions contained in this Project Paper will provide the AID Project Manager with 
a measure of progress against the established goals. In addition to this tool, 
the AID Project Manager will meet on a quarterly basis with BOD personnel, the 
AID and BOD financed advisors and DBC personnel to discuss progress toward the 
objectives of the project. 

The AID Project Manager will, during the early part of project 
implementation, follow closely the schedule of major events presented in part 
C below. The schedule provides an additional frame of reference against 
which implementation progress can be measured. In addition, the AID Project 
Manager will routinely review the reports of both the AID and BOD funded 
project advisors. In this regard, the AID funded resident technical advisors 
will provide monthly reports and serve as first hand observers of project 
progress. 

2. Evaluation 

All project evaluations will be carried out jointly by AID and 
the BOD with the collaboration of the DBC. The evaluations will be r.onducted 
primarily by RDO/C staff, supplemented if necessary by TDY assistance from 
LAC/DR. The evaluations will also involve the technical advisors funded both 
by the BOD and AID. 

The first evaluation will be conducted in July 1983 after receipt 
of the financial statements for the quarter ending June 30, 1983. This evalua­
tion will examine DBCls overall performance including: financial viability, 
progress on aivestiture of boxing plants, spraying program, inventoy,y control 
and the schedule of major events. Pi~oblems will be clearly defined and 
actions required for their solution will be specified. The Project Manager 
will be responsible for follow-up with respect to the implementation of these 
actions. 
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A second evaluation will be held one year later in July 1984 to 
examine the same elements of the pro~Jram. 13y thi s time. the one shou1 d be in 
a positive cash flow position and divestiture of 90 pero!nt of the boxing 
plants should be completed. This evaluation will examine progress on the 
actions specified in the previous evaluation. A final evaluation may be con­
ducted in early 1985 if deerred appropr; ate at that titne. 

B. Disbursement and Procurement Procedures 

1. Spray Oi 1 and Fungi ci des 

Up tu $1,312,000 '1f AI D grant funds wi 11 be used to procure spray 
oil and fungicide for the project. Given the quantity of commodities required, 
the delivery schedule, and Roo/C's understanding of the supply market, some 
modification in AID's standard procurement procedures is envisioned. 

As discussed in the technical analysis, the only known fungicide 
which will perform as requ~red is Benomyl, marketed under the brand name of 
nenlate and manufactured by the DuPont Company in the U.S. As part of the 
procurement plan to be submitted as a condition precedent to disbursement 
for fungicide, we will confirm the above information and request a waiver to 
permit the procurement of Benlate. 

Spray oil is a more complex problem given the relatively small 
quantities involved on a shipment by shipment basis (approximately 20,000 
gallons per month), t~e existing marketing system for the product and the 
Mission's intent to link quarterly disbursement of spray oil to the satisfac­
tory performance of the DBC. Thi slatter requi rement and the 1 imited storage 
capacity available in Dominica precludes bulk delivery of spray oil in one lot. 
While a procurement of spray oil of the total value anticipated may interest 
a U.S. supplier, the quarterly requirements of l~ss than $150,000 coupled with 
the logistical problems of moving such a small volume to Dominica will make 
procurement from the U.S. problematic. 

The procurement plan to be submitted as a condition precedent 
to disbursement for commodities should confirm the pre1hJinary findings of 
the technical analysis that the current procurement system for spray oil is 
competitive and the oil is reasonably priced. Following our review of the plan, 
we will seek the necessary waiver to permit procurement following a system as 
close as possible to the current marketing arrangements. 

2. Vehicles 

Two vehicles will be purchased for use by the two long-term, 
AID financed advisors. The vehicles will be purchased by the Grantee with 
title passed to the Dne and assigned to the advisors. 

It is anticipated that right-hand drive utility vehicles will be 
purchased for the project. A source wai ver therefore wi 11 be requi red. Exami­
nation of the market for vehicles in Dominica revealed that no U.S. manufactured 
vehicles are sold normally in Dominica. No spare parts or service ere available 
from franchised dealers. In addition, use of left-hand drive vehicles is unsafe 
given the narrow roads and difficult terrain in Dominica. The Mission believes 
a source waiver is justified and will process the waiver when appropriate. 
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3. Technical Assistance 

All techni~al assistance for the project will be procured by 
di rect AID cont racts. Personal Servi ces Contracts wi 11 be most appropri ate 
for the long-term advisors who will be working with individual boxing plant 
operators. Fixed Price Contracts are likely to be the most appropriate for 
the communications design work and the work to assess the alternatives for 
divesting operations other than boxing plants. Disbursement of funds for 
technical assistance will follow usual methods required in Personal Services 
or Fixed Price Contracts. 

C. Schedule of Major Events 

EVENT 

1. BOD Advisors in Dominica. 

2. Cabinet approves restructured banana industry 
proposals and proposed legislation. 

3. Banana legislation introduced in Parliament for 
fi rst reading. 

4. USAID Grant Agreement signed. 

5. Proposed Executive Chairman of DBC begins work. 

6. Banana legislation establishing DBC and DBPA 
passes Parliament. 

7. Official publication of new legislation 
published in Dominica Gazette. 

8. DBC commences operations. 

9. DBC Board of Directors ' meeting. 

10. Government of Dominica provides USAID with 
letter describing progress to meeting 
conditions precedent to first disbursement 
to incl ud€:: 

* Membership of B. of D. 
* Name and qualifications of General Manager. 
* Statement by C & L that financial reporting 

and accounting can be accomplished in timely 
manner. 

* Description of long-term debt rescheduling 
and copies of relevant correspondence with 
banks and other creditors. 

* Transmittal of letter from Geest Industries 
deferring loan repayment. 

* Transmittal of letter from BOD describing 
intent to assist DBCo 

DATE 

9/06/82 

9/28/82 

10/11 /82 

9/30/82 

10/01/82 

10/25/82 

10/28/82 

11/01/82 

11 /01 /82 

11 /15/82 
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EVENT 

11. USAID sends GOD Implementation Letter 
acknowledging that CPs have been satisfac­
tori ly met. 

12. DBC provides financial reports and management 
comments to GOD, BDD, and USAID for period 
ending 10/31/82. 

13. DBC/B. of D. meeting; special agenda items: 

* Management's operational plans for boxing 
plant divestiture. 

* Management's plans for establishing 
improved communication system. 

14. DBC provides financial reports for period 
ending 11/30/82. 

15. USAID funded Business Advisors arrive. 

16. DBC/B. of D. meeting; special agenda items: 

* Request to USAID for spray oil reimbursement 
purchased during previous quarter. 

* Request to BDD for additional fertilizer 
ass i stance. 

* Response to issues raised by BDD/AID project 
moni tors. 

17. DBC provides financial reports for period 
ending 12/31/82. 

18. DBC/B. of D. meeting; special agenda items: 

* Management's recommendation to divest at 
least 3 boxing plants to private 
individuals. 

* Management's report on progress to implement 
improved inventory controls. 

19. DBC provides financial reports for period 
ending 1/31/83. 

20. DBC/B. of D. meeting; special agenda items: 

* Management's anu consultant's cost estimate 
and recommendations for installing improved 
communication capability. 

* Request to USAID for funding to install 
communication eq~ipment. 

* Management's recommendation to di vest at 
least 3 additional boxing plants. 

DATE 

11 /30/82 

11 /19/82 

12/01 /82 

12/22/82 

1/12/83 

1/12/83 

1/21/83 

2/02/83 

2/23/83 

3/7/83 
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EVENT 

21. DBC provides financial reports for period 
ending 2/28/83. 

22. DBC/B. of D. meeting; special agenda items: 

* Request to USAID for reimbursement of spray 
oil purchased during previous quarter. 

* Request to BOD for additional fertilizer 
assistance. 

* Response to issues raised by BOD/AID project 
monitors. 

* Management's recommendation to divest 3 
additional boxing plants to private 
in di vi dua 1 s . 

23. DBC provides financial reports for period ending 
3/31/83. 

24. DBC/B. of O. meeting; special agenda items: 

* Management's recommendation to plan for 
divestment of spraying operations. 

* ~~anagement's recommendations for increasing 
the number of boxing plants. 

25. DBC provides financial reports for period ending 
4/30/83. 

26. DBC/B. of O. meeting; special agenda items: 

27. 

28. 

29. 

30. 

* Management's recommendations for divesting 
additional boxing plants to private 
indi vi dual s. 

DBC provides financial reports for peri od ending 
5/31/83. 

Special BOD/AID progress evaluation completed. 

Special Audit Report by C & L completed. 

DBC/B. of D. meeting; special agenda items: 

* Issues raised by BOD/AID evaluation. 
* Recommendations of C & L Audit. 
* Request to USAIO for rei mbursement of spray 

oil purchased in previous quarter. 
* Request to BOD for additional fertilizer 

assistance. 
* Management's recolTlmendati on for further 

divestiture of boxing plants. 

31. Note: Beginning in July, 1983 a revised schedule 
of major events for the next year will be 
developed in light of progress made. 

DATE 

3/23/83 

4/04/83 

4/20/83 

5/01/83 

5/23/82 

6/7/83 

6/22/83 

6/30/83 

6/30/83 

7/10/83 
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Telegrams: bternal, Dominica, 

Telex 613 EXT, DO 

Reference: p, 

GOVERNMENT HEADQUARTERS, 

ROSF.:AU , 

COMMONWEALH OF DOMINICA, 

WEST INDIES, 

23rd August, 1982. 

Dear Mr. Wheeler, 

BANANA INDUS'l'RY 

As you know, the Banana Industry in Dominica, a vital 
component of the national economy, is heavily in debt and 

~~--~~~:- peratine n t a level of efficiency which suggests that the 
ACTION INr' o ebt will increase unlcss substantial chllnees are made. 

~ Ca(! I Government is deeply concerned with the prospect of ouch 
om I n important industry failing and has therefore taken steps 
----I 0 bring about a major restructuring of the industry and its 
Aml'1 rincipal institutions. In this context, Cabinet has recently 
r ', ' ( 0 pproved a White Paper on the industry in which the proposed 
.:..- -- -.-- . . - -- -- hanges are spelt out and indications given of the Govern-
ECDN ~ellt's policy intentions for key operational areas. A copy 
C:«~ __ . ] _ __ jf this paper is attached. 

r.L :' he Government' 5 princl' pal decl' si ons are as follows: 
- '- -". - - - I' e i ~ . ) 

I\~ : 

i ,_::', 

HL' 

---',. 

- j 
to repla ce the Dominica Banana Growers Association 
with two separate institutions - the Dominica 
Banana Company, which will be responsible for all 
the commerci a lly oriented activities currently 
handled by the DBGA, and the Dominica Banana Producers 
Association, which will be a growers representative 
organisation; 

to establish the DBC with a Board of Directors who 
have experience and ex perti s e in commercial 
management and privute soctor operations; 

3. to progrclwivoly privlltize lW many of th e DBC's 
'oporotionr; /1S iE; fellll:iul u ond, in doing 60, stimulate 
small buninoss uctiv i ty in the private soctor; and 

4. to convert to erants all Gover~ment ~ ~uns now 
outstanding with tho DUGA - a total of approximately 
ECS4.9 million. 

The long term debt commitments of the DBGA ore a serious 
pre 'olom which the Govcrllment is unable to solve. Nonethelesc, 
it hOB takon otepB to reduce tho burden as much ua po[;si blej 

.. " .. " .... /2 
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these are detailed in the White Papor. At present, the outcome 
of my requeDt to Barclaya H~nk Interpational and the Royal 
Bank of Canud~ for a reocheduling of their lo~nB to the industry 
is not known, however, I have requested conversion of the 
loans to 20 year terms with five year grace periods. 

rhe financial projections which the Government has made 
indicate that deficits will continue for some months after 
the transfer of responsibility from the DBGA to the DBC and 
the implementation of a new set of operational policies. For 
example, we believe thnt privatization of the boxing plants -
the first phase of the privatization programme to which we 
are committed - will not commence (in terms of transfer of 

. functions) until the second quarter of 1983 and will take almost 
two years to complete. We believe that it would be entirely 
counter-productive for the VUC to incur further debt responsi­
bilities during this period and are therefore committed to 
seeking grant aid funds to assist the industry through this 
transitional period. 

The other major area of assistance for which we have identified 
a need is specialist expertise in finance, marketing operations 
and small business development. We believe that appropr1ate 
staffing in the last mentioned area would be crucial to the 
success of the privatization programme. 

As you know, the DBGA has been receivin~financial assistance 
from the British Government in the form of fertilizer. The 
British Government have indicated that they are prepared to 
continue with this programme of assistance and to provide 
both the financial and marketing operations specialists which 
we believe are required. 

Taking this assistance into account, we believe that the DBC 
will need, in addition, a further ECS3.46 million (USS1.285 
million) as grant finance, to cover deflcits which are likely 
to occur, and the services of a small buuiness development specialist. 
My Government would be moet grateful if this assistance could 
be made available to the Government, for transfer to the DBC, 
from your agency. 

From our earlier discussions, I understand that, should this 
request be approved, the IJS Government would require compliance 
with several provisions prior to disbursement of funds. Amongst 
these, I believe, are t\~O concerning interest and principal 
repayments on loans which tho VUGA currently has from two 
com~ercial banks and Geest Industries. My government finds the 
imposition of these conditions unreasonable Jnd doeG not agree 
with the reasoning which appears to have led to their formation. 

I 

However, with respect to the interest payments which will be 
due to the two commercial btlTlks during the project period, my 
Government has reluctantly agreed to draw down funds allocated 
to the Ministry of Agriculture for that Ministry's recurrent 
budget in order t) meet the payments duo. These funds will be 
provided to the DllC ao),i1tercot froo 10lln to bo repaid to the 
Government in the two Y(!llru following the conclu/;ion of the 
projoct. You CRY! Ilpprocillto tho hardullip thllt thin plLlco6 on 

....... ... /3 
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my Government which DufforD from a cash flow problem equivalent 
to that of DBGA. 

With respect to the condition proposed in relation to the 
loan from Geest Industries, I regret to inform you that the 
Government is not prepared to accept responsibility for these 
payments, even in the short term, and that I am similarly not 
prepared to approach Geest Industries to request a moratorium 
on a loan which I know was provided on particularly generous 
conditions at my personal request and with my personal 
guarantee for early repayment. at a time when the future of the 
industry was severely threatened and when there was no one 
else to whom we could turn for urgent assistance. 

Should your Agency wish to approach Geest Industries on this 
issuo, my Government would be willing to accept any outcome 
of such negotiations which waD not to the Government's or 
the DBC's finilncial disadvantage. 

Notwithstandinc the above comments in relation to the pre­
conditions for disburGemcnl which h~ve been proposed, I 
am particularly grateful for the interest shown in the future 
of the Dominica Banana Industry by the US Government and 
look forward to the favourable consideration of the request 
for assistance contained in this letter. 

Mr. William Wheeler, 
U.S.A.LD. , 
Bridgetown, 
DIIRHADOS. 

Yours sincerely, 
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Pursuant to Part II, Chapter 4, Section 531 of the Foreign 
Assistance Act of 1961, as amended, and to Redelegation of Authority No. 
133.3, I hereby authorize a grant to Dominica of not to exceed One 
million seven hundred fifty thousand United States Dollars 
(US$l,150,000), the "Authorized Amount" to help in financing certain 
foreign exchange and local currency costs of goods and services for the 
project as described in the following paragraph. 

The project will support the restructuring of the banana industry 
in Dominica and will include the following elements: 

(1) Creation of financially viable Dominica Banana Company 
(DBC)j and the Dominica Banana Producers Association 
(DBPA)j 

(2) Privatization of sUb-components in the industrYj 

(3) Maintainance of a leaf spot control program including 
financing of spray oil, fungicides and other 
commodi~~~~.and equipment necessary for the project; 
and 

(4) Financing of procurement of professional, technical 
and administrative services. 

I approve the total level of AID appropriated funding planned for 
the project of not to exceed One million seven hundred fifty thousand 
United States Dollars (US$1,750,OOO) of Grant Funding during the period 
FY 1982 through FY 1984. 

I hereby authorize the initiation of negotiation and execution of 
the Project Agreement as the case may be, by the officer to whom such 
authority has been delegated in accordance with AID regulations and 
Delegation of Authority, subject to the following essential terms, 
covenants and major conditions, together with such other terms and 
condi tions as AID may deem appropriat(~: 

A. Source and Origin of GOOdS and Services 

Except for ocean shipping, goods and services financed by 
AID under the project shall have their source and origin in the United 
States and the cooperating country. Ocean shipping financed by AID under 
the project shall be procured in the United States, except as AID may 
otherwise agree in writing, 
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1. First Disbursement. Prior to the first disbursement 
under the Grant, or to the issuance by AID of documentation pursuant to 
which disbursement will be made, the Grantee will, except as the Parties 
may 0~herwise agree in writing, furnish to AID in form and substance 
satisfactory to AID: 

(a) An oplnlon of counsel acceptable to AID that this 
Agreement has been duly authorized and/or ratified by, and executed on 
behalf of, the Grantee, and that it constitutes a valid and legally 
binding obligation of the Grantee in accordance with all of its terms; 

(b) Evidence of the formation of a new Dominica Banana 
Company (DBC) with operational aspects, including financial controls, and 
an organization, including senior staff and board members, acceptable to 
AID; 

(c) Evidence of the formation of the Dominica Banana 
Producers Association, or an equivalent organization, as a group which 
will represent the interests of banana growers to the DBC and the 
Government of Dominica; 

(d) Evidence of an Agreement between the Grantee and DBC 
which contains a commitment by the DBC to the Grantee that the DBC agrees 
to observe and act in conformity with the Special Covenants, Conditions 
Precedent and the Annex I Amplified Project Description of this Agreement. i 

(e) A time-phased plan for the diversification of "boxing 
plants to private sector gr6lip~ which at a minimum shall result in the 
divestiture of 22 boxing plants by the end of 1984. 

2. Condition Precedent to Any Disbursement for Project 
Expenditures Incurred During the Second Year of the Project. Prior to 
any disbursement or to the issuance by AID of documentation pursuant to 
which disbursement will be made for any expenditure other than technical 
assistance incurred after October 1, 1983, the Grantee shall, unless the 
Parties shall otherwise agree in writing cause to be produced, in form 
and substance satisfactory to AID, a feasibility plan for the 
divestiture of other operations such as transportation, input supply and 
pest control and, with regard to than plan, furnish A.I.D. with a list of 
actions which the DBC governing board has taken or directed to be taken 
concerning divestitures recommended as feasible by the plan. 

3. Condi tion Precedent to Ini tial Disbursement for Agricultural 
Chemicals: Prior to any disbursement, or to the issuance of 
documentation pursuant to which disbursement will be made for the 
procurement of agricultural chemical 3, the Grantee shall, unless the 
Parties shall otherwise agree in writing, present in form and substance 
satisfactory to AID, evidence of a time-phased procureme~t plan together 
with evidence of availability of the necessary resources to manage and 
carry out the spraying process and a technical plan for the spraying 
process. 
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Special Covenants. The Grantee shall covenant as follows: 

(a) The Grantee shall assure that the Dominica Banana 
Company will operate in such a manner as to promote its development into 
a financially viable organization. The evaluation of its operation will 
be based at a minimum on the performance targets established in Annex I 
under "Measurements of Financial Viability". AID may at its option 
suspend disbursements for agricultural chemicals under the Project if the 
DBC is not operated on a sound financial basis, including meeting the 
performance targets established in Annex I. 

(b) The Grantee shall assure that input sales activity 
undertaken by the DBC must be done without increase in credit levels to 
growers beyond that as of the date of this Agreement or must be for cash 
or against prepaid cess; furthermore all inputs must be at full market 
value. 

(c) The Grantee shall assure that no new credit except 
that allowed in 5.1(b) above can be extended by th DBC to any borrower, 
including DBC staff, for any purpose without the prior written approval 
of A.loD. 

(d) The Grantee shall assure that no expenditures for 
purchases of fixed assets will be allowed without the prior written 
approval of AID; 

(e) The Grantee shall assure that, unless AID gives its 
prior written approval, no prinCipal payments against long-term loans 
from banks and other creditors will be made during the period October 1, 
1982 to March 31, 1985, except those scheduled on the CDB loans, and 
except for payments arisin~~~~ (i) below; 

(f) The Grantee shall assure that, unless AID gives its 
prior written approval, no payments against loans from Geest Industries 
will be made during the period January 1, 1983 to March 31, 1984. 

(g) The Grantee will assure that unless AID gives its 
prior written approval, reductions in outstanding debts, trade creditors, 
other than Geest will be limited to no more than $200,000 per quarter, 
excepting payments arising from (i) below; 

(h) The Grantee wi 11 assure that the DBC unde!'takes no 
additional long-term borrowings 0r increases in short-term borrowing 
limits without the prior written approval of AID; 

(i) The Grantee will assure that the gross cash flow, 
surpluses, if any (cash inflow payments to growers, other operating 
costs, interest and prinCipal payments, fixed assets, purchases and trade 
creditors reductions, plus donor assistance in the form of grower inputs, 
other materials or cash) will be aSSigned as follows: 

(i). If the net cash flow surplus (gross surplus less 
donor assistance) is positive, 75% of the net 
will be used to further reduce long-term debt 
and/or trade credit; the remaining 25% along 
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with an amount equal to donor assistance will 
be placed in a contingency fund for disasters or 
for other purposes agreed to ,by AID and DBC. 

(ii). If the net cash flow surplus 1s negative, the 
entire amount of the gross cash flow surplus 
will be placed in the contingency fund for 
disasters or other purposes agreed to by AID and 
DBC. 

(j) The Grantee shall cause to be established, within 3 
months of the date of the signing of the Project Agreement, a fertilizer 
procurement and supply/distribution system, acceptable to AID, which 
eliminates accrual of losses and extension of credit beyond present 
levels or subsidization of costs to the growers. 

Regional Development Office/Caribbean 

Date 

---- ... 
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Listed oelow are statutory cr'iteria applicable generally to projects 
under the FAA and project criteria applicable to individual funding sources: 
Development, ';~~sist~lnce (wi th a subcategory for cri teria applicable only to 
loans); and~~conomic Support Funds. 

CROSS REFERENCES: IS COUNTRY CHECKLIST UP-TO-DATE? HAS STANDARD ITEM 
CHECKLIST BEEN REVIEWED FOR THIS PROJECT? 

A. GENERAL CRITERIA FOR PROJECT 

1. FY 1~82 Aproprlation Act 
Sec. J23j FAA Sec. 634Aj 
Se c. b 5 3 ( b) • 

2. 

3. 

(a) Describ~ how authorizing and 
appropriations committees 
of Senate and House have 
been or will be notified 
concerning the project; 

(b) is assistance within 
(Operational Year Budget) 
country or international 
organization allocation 
reportea to Congress (or 
not more tnan $1 million 
over that amount)? 

FAA Sec. 611(a)(1). Prior to 
obligation in excess of 
$100,000, will there be 
(a) engineering, 
financial or other plans 
necessary to carry out 
the assis tancI and (b) a 
reasonably 1'ir'm estimate 
of' the cost to the U.S. 
of the assistance'{ 

FAA Sec. 011(",)(2). If 
further legislative action 
is required witnln 
recipient country, what is 
basis for reasonable 
expectation that such 
action will De completed 
in time to permit o~derly 
accomplishment of pur'pose 
of the assistance? 

An Advice of Progr'am Change 
has been forward, to Congress 

Yes 

The Government of Dominica 
must enact legislation legis­
lation modifying tile structure 
of the current Dominica Banana 
Growers Association and creat­
ing the Dominica Banana 
Company. In the letter of 
application, the Prime 
Minister committed her 
Government to this action. 
With her parliamentary 
majority and the support 
of the Cabinet for the new 
legislation, we are 
confident that action will 



4. 

5. 

6. 

'( . 

FAA Sec. 611(b)j FY 1~82 
Appropriation Act Sec. 
501. If for water or 
water-related land 
resource construction, 
has project met the 
standards a id criteria as 
set forth in the 
Principles and Standards 
for Planning Water and 
Related Land Resources, 
dated October 25, 1973? 

FAA Sec. oll(e). If' 
project is capital 
assistance (e.g., 
construction), and all 
U.~. ass~stance for it 
will exceed $1 million, 
has MiSSIon Director 
certified and Regional 
Assistant Administrator 
taken into consideration 
the country's capability 
effectively t~ maintain 
and utilize the project? 

FAA Sec. 209. Is project 
susceptible to execution 
as part of regional or 
multil~~eral project~ If 
so, why is project not so 
executeu'! Information 
and conclusion whether 
assistance will encourage 
regional development 
programs. 

FAA Sec. 601',a). 
Information and 
cOlwlusions whethe! 
project Will encourage 
efforts of the country 
to; (a) increase the 
flow of internationAl 
trade; (b) foster pri vate 
initiative and 
competition; and (1) 

encourage development and 
use of cooper'ati ves I and 
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be taken on a timely basis. 

N/A 

N/A 

This project is not 
susceptible as part 
of a regional plrogram 

The Project:(a) directly 
supports Dominica's ex-
port 0f bananas; (b) requires 
the priortization of key 
aspects of the current public 
sector enterprise; and (c) 
will promote the technical 
and financial efficiency of 
the banana industry. 



'\ 
\'" 
\ 

credit unions, and 
savings anll loan 
associations; (d) 
discourage monopolistic 
practices; (e) improve 
technical efficiency of 
industry, ogriculture and 
commerce; and (f) 
strengthen free labor 
unions. 

~. FAA Se!"'. bOl(b). 
Inforfllation and 
conc~usions on how 
project will encourage 
U.S. private trade and 
investment abroad and 
enco~rage private U.S. 
participation in foreign 
assistance programs 
(including use of private 
trade channels and the 
services of U.S. prlvate 
enterprise). 

9. fAA Sec. ol~(o)! 636(~ 
FY 1<;82 Appropr'iation 
Act Sec. 507. Describe 
steps taken to assure 
that, to the maximum 
extent possible, the 
country is contributing 
local currencies to meet 
the cost of contractual 
and other services, aCId 
foreign currencies owned 
by the U.S. are utili~ed 
in lieu of dollars. 

10. FAA Sec. 612(d). !Joes 
tne U.S. own excess 
foreign currency of the 
country and, if' so, what 
arrangements have been 
made for its release~ 

11. FAA Sec. 601(e). Will 
the project uti1~ze 
competitive selection 
prucedures for the 
awarding of contracts, 
except where applicable 
procurement ~u1e9 allow 
ether'wise'? 
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U.s. Goods and services 
will be used in the project 
as appropriated. 

Tne host country is making a 
significant contribution 
through its forgiveness of 
debt currently owed to the 
Government by the banana 
industry. 

No. 

Yes. 



12. FY 1~82 Appropriation Act 
Sec. ')21. It' assistance 
is for the production of 
any commodity for export, 
is the commodity likely 
to be in surplus on world 
markets at the time the 
resulting productive 
capacity becomes 
operative, and is such 
assistance likely to 
cause substantial injury 
to U.S. producers of the 
same, similar or 
competing commodity? 

13. FAA 118(c) and (0). 
Does the project take 
into account the impact 
on the environment and 
natural resources? If 
the project or program 
~ill significantly affect 
the global commons or the 
U.S. environment, has an 
environmental impact 
statement been prepared? 
If the project or program 
will significantly affect 
the environment of a 
foreign country. has an 
environmental assessment 
been prepared1 Doe~ the 
project or program take 
into consideration the 
problem of trJe 
destruction of tropical 
forests'? 

14. FAA 12l(~.L~_ If a Sahel 
projr~cL, has a 
determjnation been made 
that U,e host government 
has an adequate system 
for' accounting for and 
contr'o llillg receipt and 
expendlture of project 
funds (dollars or local 
currency generated 
the r'e f'r'om) '! 
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The project supports the 
export of Dominican bananas 
to the protected market the 
the industry enjoys in the 
U.K., no U.S. produces will 
be caused injury by tne 
project. 

Yes. An environmental 
study of the application of 
of pesticides has been carried 
out and is contained in the 
PP. 

N/A 



B. FUNDING CRITERIA fON PROJECT 

1. Qevelopment Assistance 
Project Criteria 

a • FAA Se (!. lO 2 ( b) I 111 , 
113, 281(a). Extent to 
which activity will (a) 
effectively involve the 
poor in development, by 
extending access to 
economy at local level, 
increasing labor­
intensive production 
ana the use of 
appropriate technology, 
spreading investment out 
from cities to small 
towns and rural area~, 
and insuring wide 
participation of the poor 
in the benefits of 
development on a 
sustained basi:;, using 
the appropriate U.S. 
institutions; (b) help 
develop cooperatives, 
especially by technical 
assistance, to assist 
rural and urban poor to 
help themselves toward 
better Life, and 
otherwise encourage 
democratic private and 
local governmental 
insti tutions; (c) support 
the self-help efforts of 
developing countries; (d) 
promote the participation 
of women 1n the national 
econorni8s of developing 
countr1es and the 
improvement of women's 
status; ~nd (e) utilize 
and encourage regional 
cooperation by developing 
countries? 

b. FAA Sec. 103, 103A 
104, 105, 106. Doe:3 trle 
project fit toe criteria 
for the type 0[' funds 

N/A 

N/A 
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(functional account) 
being used'~ 

c. FAA Sec. 107. Is 
emphasis on use of 
appropriate technology 
(relatively smaller, 
cost-saving, labor-using 
technologies that are 
generally most 
appropriate for the small 
farms, small businesses, 
and small incomes of the 
poor)'? 

d. FAA Sec. 110(a). Will 
the recipient country 
pro viae at least 25% of 
the costs of t1e program, 
project, or activity 
with respect to which the 
assistance is to be 
furnished (or is tne 
latter cost-sharing 
requirement being waived 
for a "relatively least 
developed" country)? 

e. FAA Sec. llO(b). 
Will grant capital 
assistance be disbursed 
for project over more 
than 3 years? If so, has 
justification 
satisfactory to Congress 
been made, and efforts 
for other financing, or 
is the recipient country 
"relatively least 
devr->loped"'! 

f. FAA Sec. l22(b). Does 
the activity give 
reasonable promise of 
contributing to the 
development of economic 
resources, or to the 
increase of prOductive 
capacities and 
self-sustaining economic 
growth'? 

g. FAA Sec. 281 (b). 

N/A 

N/A 

N/A 

N/A 

N/A 
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Describe extent to which 
program recognizes the 
particular needs, 
desires, and capacities 
of the people of the 
country; utilizes the 
country's intellectual 
resources to encourage 
institutional 
development; and supports 
civil education and 
training in skills 
required for effective 
participation in 
governmental processes 
essential to 
self-government. 

2. Development AS!;listance Project:. 
CriterJa (loans Only) 

a. 

b. 

FAA Sec. 122(b). 
Information and 
conclusion on capacity of 
the country to repay the 
loan, at a reasonable 
rate of interest. 

FAA Sec. b20(d). It' 
assistance is for any 
productive enterprise 
which will compete with 
U.S. enterprises, is 
there an agreement by the 
recipient country to 
prevent export to the 
U.S. of more than 20% of 
the enterpri!;le's annual 
production during the 
life of the loan? 

c. ISUCA of 1981, Sec. 724 
(c) and (d). If for 

Nicaragua, does the loan 
agreement require that 
the funds be used to the 
maximum extent possible 
for the private sector? 
Does the project provide 
for monitoring under FAA 
Sec. u24(g)? 

j. Project Criteria Solely for 
Economic Support Fund 

N/A 

N/A 

N/A 
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a. FAA Sec. ~31(a). Will 
tllis assistance promote 
economic or political 
stability? To the extent 
possible, does it reflect 
the polley directions of 
FAA Section 102? 

b • FA A Se c. ~ 3l( c ) . Will 
assistance under this 
chapter be used for 
mjlitary, or paramilitary 
a~tlvities? 

c. FAA Sec. ~34. Will ESF 
funds be used to finance 
the construction of the 
operation or maintenance 
of, or the supplying of 
fuel for, a nuclear 
facility? If so, has tne 
President certified that 
such use of funds is 
indispensable to 
nonproliferation 
objectives? 

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

yes. 

No 

N/A 

N/A 
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PRO,IEe 1 Of\llIN ~U~lMM<Y 

II )(; [e/\I ,'RAMEWORr 

Pr'oject Title & Number: Dominica Banana Rehabilitation Project, .~);>.-90_ 

NARRATIVE SUMMARY OBJECTIVELY VERIFIABLE INDICATORS . MEANS OF VERIFICATION 
".-.--------.-----+-- .. t· ... ----.-- .... -.-.-.-.... 
i P....r..9il..ram or Sector Goal: The broader Measure of Goal Achievement: Annual statistical data· GOD 
! objective to which this project 
: contri butes: 

I To restructure the Dominica banana 
! industr'Y to a11ol, greater private 
i sector participation. 

r~ect Purpose: 

I To improve the cost effectiveness 
, and financial viabil i ty of the I industry, I'ihile maintenance control 

of leaf-spot disease in bananas. 

Outputs: 

1. Effectively operating leaf 
spot control program. 

2. Improved boxing plant 
- ports communi cati on des i gn. 

3. Management training for 
bOAing plant operators. 

Increased revenue paid to banana 
growers. 

Conditions that will indicate 
purpose has been achieved: End of 
project status. 

Establishment of the Dominica 
Banana Company. 

Divestiture by DBC of at least 
90% of the boxing plants. 

DBC operating costs reduced from a 
level of 76% of sales revenue to 
55% of sales revenue. 

Magnitude of Outputs: By 1984: 

1. Ten annual spray cycles - 100': 
of acreage covered. 

2. Completed design for capability 
to notify at least 75 of all 
boxing plants within 30 minutes 
when requi red. 

3. At least 22 operators receiving 
100 hours of training per year. 

Laws of Dominica published in 
the Official Gazette. 

DBC records. 

Audited DBC fir.~ncial statements. 

DBC reco rds. 

Reports from Cable and Wireiess 
of Dominica. 

Reports from the T.A. Advisors. 

l~r~Nr') l.:i, cAr, u i r 

i i fe of Project 
'r-om FY <l2 to toy Cl4 
rntal Ij S. ~'Jnding~:l~_U.l'1 

IMPORTANT ASSUMPTIONS 

Assumptions for achieving goal 
!?~~: 

GOD will remain stable and pursue 
:::conomic growth. 

Nu major weather disasters. 

Assumptions for achieving purpose: 

Relative stability of the London 
Green Market P~ice for bananas. 

Relative stability of the U.S. 
Dollar to British Pound 
rel ati onshi p. 

Continued BDD support for industry. 

Assumptions for achieving outputs: 

T.A. \'Iill be available. 

I . __ _ 
I 

---------------i'------------------- -------_._-----;-,------------ ... __ ._---
, Inputs: 

1. Spray oil. 

2. Technical assistance. 

3. Loan forgi~cness. 

Implementation Target (Type and 
Quantity) : 

All Years (SOOO) 

AID GOD TOTAL - --

1. $1,312 1,312 

2. 438 438 

3. 1,600 
-- --- --

USAID disbursement records. Assumptions for providing inputs: 

GOD records. AID funds available as planned. 

51,750 51,600 52,350 
-- -"--- ----

--... ---.. ------~--- ---_--I---___ ~I __ 

jmenustik
Best Available
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UNCLA~, SlFIED ST~TE 22091~ 1/2 
ACT: AID INFO: AMB DCM CB~ON 

VZC ZC~,IN0065 
00 RUihWN 
DE nUIrc #0214/01 2190243 
ZNR UUUUU ZZE 
C 070231Z AUG 82 
FM SiCSTATE WASEDC 
TO AMEr,BASSY BRIDGETOWN IMMEDIATE 7296 
IT 
UNCLAS STATE 220814 

AIDAC 

E.O" 1235E: N/A 
TAGS: 
~U~J~CT: DOMINICA BANANA INDUSTRY PID 

OFFICIAL COpy 

, BURE}:J REVIFWED AND APPROVED PID AUGUST 2. 1982. MISSION MAY PROCBED WITH INTENSIVE REVIE~. TA~ING INTO ACCOUNT CONCER~S OUTLI~ED ]~LO~: 

2. ALTERNATIVE STRATEGIES: INTENSIVE REVIEW SHOULD 
INCLUD~ AN EXA~INATION OF FEASIBLE ALTER~AfIVE STRAT1GIES FOR MEE!lN~ ~EEDS OF DUMINICA'S BANANA INDUSiRY, SUCh AS (I) A JOINT VfNTUR~ EETWEEN GOV~RNMENT OF rCMINICA (GOD) AND A MAJOJ U.S. OR OTiER FOREIGN FIRM IN TFE BANANA INDJSTRY, OP (II) AN EXPANDED MAREETING ROLE FOR GEEST INDUSTRIES ~HICR WOULD ~FFECTIVELY ELIMINATE NEED FOR D~GA OR PROFC31D DBC. PP SEOULD 1ISCUSS ~HESE AND POSSIILY OTEiR ALTER~ATIVES AND DRAW CONCLUSIO~S AS TO ThEIa VIAEILITY IN ThE MEDIUM AND LONG 
'l'E::l~S • 

3. ANALYSIS OF CONSULTANT'S REPORT: THE A.D. LITTLE REPORT ON TEE WIND~ARD ISLANDS DANANA INDUSTRY'S FINANCIAL hND £GONOMIC STATGS, COMFLETED IN NOVEMBER 
1981, IDINiliIED SEVERAL PRIORITY PROGRAMS FOR ThE 
IND~stRY'S FIN~WCIAL R1COV?RY. WhILE 'lEE PROPOSEil FRUJLCT A~D C0MPLEM1NTARY DO~OR ACTIVI1IES WILL ADDRESS SOMi OF ib~SE R~COMMiNDED }ROGRAKS, IT IS NOT CLEAR TEAT OTRin ?~OG5AMS (E.G., IMPROVI~~ FRUIT ~UA1ITYt INTHOliUCING A SU?..!;RIOR FIEL'!) ~OX AND A 39 POUND CAR'l'ON, ~~O.TI:\C PFODUC'lICN TOWARD FIGEE:i PRICE PLRIODS, AND }i'lNDUjl.l PROI)0CT 1 VI.' lJS~!:) FUR REJ£C'rED BANAN-AS) ~/ILL :E~ 
UNDl'R'IA~;r::rJ IN TPE N~AR FU'IUR1~. Du:-nr~G INTENSIVE REVIE.v, T~E MISSIU~ S~uULD ANALYZE EACh OF TE~ REPORT'S 
~rCOM~,;,:~l)~~) ~~OS.'~Ml3 AND iJRAi CONCL'C'SIONS AS TO ADVIS~~ILI1Y OF INCORPORATING TE1SE fROGRAMS ~ITEIN TPE 
PP'OJ}c.~' OR AS COI1PLZ~iE:r~T.~l\Y AC'ITVITIE.S TO }E FINANCiD BY r.Ll-I. GOf On OTE:tt DO:W'{S. FYI, Ii /I~' AwAlt.:; OF [OHDiJrtAS GOVi,l~Nh~::J'I'S P1\~AtJA. (,ORfOHA'rrONl FOH'rS 'rO IDINTIFY AND 
lJiViLO~ MA::-, .. t.11 r'Ol{ FI\NhNA CP.IPS TjSI~:; 5UT{PLUS OR REJ:GCT E);?Cl:f GJ:};1N EANMJAS. ~OHLD ',il}{.t\lJE H1STIl'UT~ \:IAS 
CONSlJL'!t.'u BY Gel. l!~ 'l'BIS r.:}'FOR~' AND COULD BE CONTACTED FOR ADVIC~ ON IOMINICAN Sl~UATION. ~ND FYI. 

07 A:IG 82 
TOR: 1349 
CN: 11649 
ChRGE: AID 
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UNCLASSIFIED ST,P.TE 220914 1/2 

'.\ 

; ., 

11 

• 
INTENSIVE HEVI~~ S[OULD A1S0 GIVE PRIORITY ATT1NTION TO 

• ALR1:ADY SELBC'lED AS ','IELL' AS ANY 01'h:ER rlEANS :BY ~;HICH 
PROJECT CAN ASSIST PROPOSED D:BC TO GENERATi ADDITIONAL 

•• R1VENU1, IMM1DlhTELY OR OV~R TIME, AND TO ~~DUC1 OR 
• 1LIt'INP.TI CBhTAri~ EX?E~SES. DEV1LOPING ALTErlNATIV1 USES 

i'OR SURl'LlJ~ Cli itEJECT PRODDCr.l'ION Mt.WIIO~~ED A:EOVE IS ,ONE 
POSSIBILI~Y ~ORTR EXAMINA1ION; S1LLING OFF U~N~EDED 

• FIXED AS~ETS COULD BE At~CTr,Eh; AND DECREASING P~ICE PAID 
10 FiOD~CER5--FAR~ICULARLY LARGER, MORE YINANCIA11Y 
~TRONG CROWiRS--ilURING THIS liES1RUCTURING OF TEE 

• r:hiA/Dr,C t1AY Bi ANOTl-.ER .. 

• 
• 
• 

• 

EUR1Pif, AS NOTED IN PARA. 5 BELOW, IT IS ESSENTIAL TrAT 
ADi~UAT~ hiSERVLS BE A !EY ELEMEKT OF TEE FINANCIAL 
PLANNING. INTE~SIV~ RtVIEV SHOULD EXAMIN~ TF1 VALIDITY 
CF i:GY ASS~1~IPTI01~S, AI'10NG ThESE ~.'01JLD B1 TEOSE LISTED I1~ 
PA~~. 1 Of TH~ PID CABLE. GIVEN P~ST HISTO~Y, IT WOULD 
APPiAR ::IGELY 'jr~F.EALIS'i'IC TO ASSuME NO l"lAJOR \\fEATHER 
rI~p.STERS AS ',IlELL AS ~TP.FILI'IY IN }'ORFIGN MARl\E'l' PRICES 
AND FOR~IGN EXCEANG1 RELATIONSHIPS • 

. 4. PRIVATE SECTOR CON~ROL OF IKDUSTRY: TEE STRATEGY ' 
OUTLH-IED Ir>,J PID CALLS FOR LEGISLATION '1'0 REPLACE TEE 
~EGA WITh A S?ATUTORY CORfORATION (DBC) IN ¥~ICH BOARD 
OF DIRZCTO?S IS DOMINATED bY PRIVATi SECTOR 

'. 
I~DIVI~UALS. A SECOND iLEM~NT OF ThE STRATEGY CALLS FOR 
TlE SlATUTORY CORPORATIO~ TO QUIC~LY DIVEST ITSELF OF 
OPERATIONAL FUNCTIONS (1.G., BOXIN~, TRANSPORT, SPRAYING 

• 
• 

AND I~fUT SUPPLY) TEAT CA~ BE UND1R~AKEN BY PRIVATE 
INDIVILUPLS OE !?IRMS. TEIS STRATi:GY, LEADING EVENTUALLY 
TO PHIVA1E S[C10R CON1ROL OF DOMINICA'S BANANA INDUSTRY, 
RAISE~ fOLLOWING QUESTIONS AND CONC~RNS: 

--A. PROSP1CTS FO~ LEGISLATION: MISSION SliOULD ASSESS 
PRCSPZCTS fOR SECURING ~E~JIRED LEGISLATION IN A TIMELY 
MAt\N1R, H! ACCORDA~jC]' 'ldTH REQUIR~;MENTS OF SECTION 6LL 
(A)(2) OF i~E FAA, AS AMENDED. 

/I'; I, --:B. PRIVATE SECTOR INTEREST/CAPABILITY: TEE STRATEGY 
• ASSUM.r.S TnAT ?RIVATE SiC TOP ~,'ILL UNDER'l'A:~E MANY OF Tid'! 

Ii FUNC'l'IOIJS CFllRENTLY fEING PE~FOHMED ,BY TFE D:BGA~ 
MISSION Sl,OULD DETEqMINE Wn}:ThER, IN FAC'!', PRI\'A'l'E 

,. INDIVIDUP.LS OC? FIRM5 ~XlST IMBICR AtHj IILLING '10 AND 
CAPABLl OF ~ANAGIN3 ThE VA~IOUS OPLRATIONAL FUNCTIONS 

'. 'lARC717'lED tOR DIVltS'l'ITUrtE UNDER 'l'El: LBC.' 

• , 
· '. 

--c. FINANCIAL VIABILITY: STRATEGY FUPThER ASSUMES 
~EAT CJRRf~T LiBT OF D1~A CAN B~ EFFECTIVELY RESCHZDULED 
10 ALL~~ ~rc T0 FECO~1 SOLVENT A~D tV~NTUAL1Y TIE?AY 
LEP.'l. tiS~,liMPT!Ot\S 1U'G4.hl>1t\'G Di!:::'l' RE~(;.-,};DULIN(j ~HOULD:BE 
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.·t;O;~il}t-lgD DURl~G INTENSIVE IlEVI~~· '". "p SjjOULJ AL::;O 
U;C1UI:E A li..8ALISTIC FINA~;CIAL ?LAN ;"RICE DEi-ION:-lT :t;: A'l' .. TS 
~vr's LONG TER~ FI~ANCIAL VIABILITY, Wl~H UND1RLYING 
ASSUMP1IONS CLIAPLY SPECIFIED. " 

5. RESERVE FUND: GIVEN TlE RI S~ S ASSOCIATED WITH 
E~NANA PRODUCTION IN DOMINICA (E.G., HURRICANES, 
DISEASES t IN1~RNATIONAL PRICE VARIATIO~S, AVAILAEILITY 
CF SFIPPING), MISSION SHOULD EXAMIN1 FEASIBILITY OF 
!S1AB~IShI~~ A ~ES~RVE FUND TO MEET THESE RIS'S IN 
fUTUE~ . 

6. ECONOMIC VIAEILITY: TEE PROJ~CTPS ECONOMIC A~ALYSIS 
SbOJLD ~UCU~ O~ THE ECONOMIC VIABILITY OF BANANA GROWING 
AS AN AGTIVITY ~ RATHbR THAN NArROWLY ON A.I.D. INPUTS. 
iN CA~CULA1ING EB~EFITS, CARE SlOULD Hi TA~~N NOT TO 
ASSUM Z AN IND ~ FINIT~ stREAM OF BENtFITS IF SUCH AN 
.ASST~~FTI ON IS-~J()T ~! ARR .. ~_NTED l:Y r_IHE If\DUSTRY'S REALISTIC 
MEDIUM/LONG t ERM PRO~P1CT~. ON TbE COST SIDE, MISSION 
S~OULD D1~ER~IN1 TH~ APPROPRIATE SnADO~ PRICE OF INPUTS 
(E.G., LAND AND LABOR EASED ON ALTEHNAT lYE USES OF 
Tl: BS t ; I N PUT S • 

7. ~ISSION AU1fCRIZATION: ASSUMI~G PROJECT ANALYSES 
DEMONSTRATE PROJ LCT'S FEASIBILITY, MISSION MAY P~OCLED 
WITLPF RE\IEW,APPROVALANDPROJECTAUTRORIZATION. 

S£P1EL WILL PROVIDE eN EXPIRATION DAT~ AND BUD~ET 
J ALLm"AN CE. SHULTZ 
. PI 
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I/l'fllODHG1'ION 

'l.'hEi curr(>;llt 0\;111.(1 of the !Jlul".nlJ. Indt![;try in Domini<':H i8 

cUd: thnt thc,rc fire il very ~Ji(l(l l'!1.Il{:;e of problofllc. 
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r.~.n(,B, ntera IIrQ in pX'Oi\x·onl.l to overcome j denti.fied pr(.'blol::r.. 

1!()~IC'lHr, the mC:18ureo thC'm:;e.l.v(1r;. and tho ir>lpnGt thnt tl,oy 

IU'C Iil.ely to huvf.l, llrc in:ii.r.:nU'ic:Jnt in terms of tho tvt.1l1 

2.. 'rhou,';h it if:: J oV611:<10 to :identify th(' cO::lph·to 1''':1[':'' of 

difr{ r'-lltics vlhich cu1'rr.ntly h£:c,ct the in(!t:p.try .J.nd .'ro1'o(;(' 

flctiuns v~ich w~ll help to oveCCO~0 them, the immodiate 

chr.r":C'fl which CHI. be cff('cted in ti',H IHWor futul'l3 tlll'",ur,h 11)(-;i[;-

lKtio~ and adju~tmellto to tho calibro of cmploY~2B 9nd nthcrn 

in r.;nr.',r:emcnt functiolls. 

{, ill:' 'CI'\I~'\ ill j.l,ct 011 lhc' IL"~t.(It:i,~tl()n~.·1 pfl)'f{ll llllCO" 

I, ........ ( . 

jmenustik
Best Available
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Huthur, it hus he on tho managemont by tho Boord of tho Anoociotion 

which hOA boen oevorely lucking in oxportiae. Two major undor-

lying problems have been identified, the more importnnt of which 

tho Governmt nt bolioves it cun overcOme by leginlutlfo ~e-

striations on the induntry. The problems which hnyo boen 

idc.ntified are:-

alAn inherent incompatibility of growere representation 

and commelcial operations conductod within one orgnn-

izution; and 

b) Um~f\rranted political interference by previous adminis-

trationa. 

4. The Government's response to the incompatibility ~roblom 

has boen to devise legislation \Ihieh will ~-

'

ew 
• craa to two inoti t\ltions - the DOf.1 inica Ballana Com,pany 

.... hich will bo wholly c(luil~oreial and the Dominica Banana 

Producers' ASGociution which will fulfill a puroly 

reprosentativ' role • Tho existing le~islaticn under 

..,hich DBGA operates will be repeL.tad. 

5. The DBC lcgis?ltion will, among other things, provide fo~ 

(n) A BOARD OF 'I'EI'! PEHSOr,S, of whom throe will be, growers 

representl\tives ap"Ooiot:/ld by tho DBPA; hlo ~Jill bo 

Governmo It nominooR from tho puhlic sector; two will 

be Buccensi'lll buaiuesl>men selected hy the Govrorl "lC'nt 

{l'om the DOlJdnican bu.~,illef.JS community; one a represent,· 

nti.vo of thn F'inllnt:illl Tns!,i.tuti.Ollfl on whom the indust.ry 

cl"pendo; ono a reprllf\ontntivo of 'ilinbnn and tho tonth 

'I'h (I Cill, i rrl.'l '\ 

or tho Donrd ~lll h~ on~ of tho two novorn~ont ~ppoin~~ct 

bUF;iI101'A cO"I/J!/Inity ropl'o(lontatiVnr, (Inti !lillY \1" en:)11()y,~,\ 

"." ... .. /3 
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In tho lntt.er CUGO, tho cllndi.tion of momhcrnhip of the 

Dominicil bUfJiner.<!J community may be wa 1 voel. It; ie 

propoaod tbllt the option of nppo:lnting an l:XllClItiVEl 

Chflirman will be oxerciood for the firot two ye~rD of 

the nel~ compallY I 8 existenre. 

(b) A MANAGEM~Nl COORDINATION COMMITTEE, which will ~Bat 

to dir;cuoB tho day to day opc-rllt.ioml of the COr.lI"\UY. 

Its ',lembeJ'cl will be tho Chairnlan, tho General ~lan&.ilor 
p 

and 6anior management staff and tho DijfA's SElCrHt~ry 

Mane.gar. 'l'he local Gecnt It;duGtl'ies' l'cprescnbtiv0 will 

be invited to attend when this ia conei'\ored decirabla. 

The Committee will also have tho powor to co-opt 

additional mombers and it ia nnticipa~ed that this 

power will b~ uood in relati0n to Benior advisDrs working 

wi th the industry such fla tho biD BDD ndvisoz's ~Iho Hill 

ohortly join tha organiEnticr. 

«;) The conve:.'lJion of th~' COIJID.pny. \~hich will be (I/;tabl; 'hod 

as II statutory au,hority, tCl a conlpa··y Hndor the Com-

paniOR Act and itfl 5upsequc'nt sale, in whole or pRrt 

to tho privnto noctor. Such c1 WgC8 will bo effocted 

by the Gov0rnm~nt oa the _ccommenrlati~n of tho B0clrJ 

6> t .. " ()x!)lnill(~d nhove th'~ i !Jnodlata impnct which can be Gre[~tod 

will bo t.hr:Jltt:h tho GtruetuJal ehan(l'cc which elln be eff(,ct.,'<i -

tho \Ju;;ino:'(,-oric-ntuci lo"denhil', th,' rostrictod grower j.mpact 

on CQrnn1<'l'ci!ll OllOl'rd.io;w, nJld t.ho addition of tho EDD l.Icivico>:'G 

)';von bei'ol'/) any orOl'{Itinnlll 1'C,1ic:r 

"t V,,, nnnll' t t,.· .. ;·, tho j n '~rorlllo::tion of ';Oroll i'''I"'O\'Uc\ 

II, 



7. In thio contoxt, it 113 I\)r:o nppl·Ojll'!td.o to I'II\e thRt tho 
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Govornmunt i.B comlllittod to the I\chiovcnlont of p:olll1ino increases 

ill o.dminifJtl·Rt·1 YO producti.Y1ty and to this end will "ive nl1 

necolllJRry support to the 130ard nnd MIU)IIf,flml)nt of tho JJl~C in 

their PU1'sUit of thio goal throuRil improved 10y010 of otnff 

Bupervioi.on and incrcauod emphnc:d.1l on i'ldlvidul'.l Rccountf,hilil:y. 

'rho Government will p.xpect the ~hnagemcnt of tho COr.Jpnny to 

proceed Iii th dinciplinary action, up to /'Iud lncludinr, dillmiGcal, 

where this i6 considered necesBllry and will Rive ita oupport 

to such /lctions. 

I'OLleY IilI'rIA'j'IVLS 

8. The novcrnr.Jcnt IIcltnowlod&~er, thfl t tht, changes reqllll'ed in tho 

operation of tho industry cannot be mado overnight. Howevor, tho 

GovcrnLl"nt will inr,int that the initiatives nominated in thin 

paper are investigated and if found 6uitnbl~ institute(: in tih) 

most appropriate form as soon 88 possiblo. In addition to ~hCGC 

referred to in Paragraphs 1~-48, which hove been grouped under 

cn~h flow itemo, the followin~ proposals will alno be pursued; 

9. A. STOCK H0LDING. 

Tho legislation incorporLlting the DBC will provide th" t the Ct "POllY, 

which wil:t coml,;ence IlS r, Govol'nment (j-atutory Ruthori ty, can J:,,' 

converted to a joint stock Company at some future date. It is 

considered desirablo that grower~ should bc givon the opportunity 

to in\'ost in their 01'/11 induGtl'Y'B controlling orgHlliz£\tion. It 

is bpli'lvud that thil3 would croat a a sense of identity, provi.do 

Ilnlnll. b1\t uGeful, amounts of calli tal nnd possibly pi'ovide tho 

vf'hielo tl1rough \/hi.c1J inc1'(>:\l30rl pl'i.V8 Le Iv'ctO. pnrticpntinn can 

Il i~; nllio pOL>si.blo tl1!lt Buppliern of Lt;oodf; and 

(jervic'.'l~ t.o tho inrl,·,.t.l',Y could be intcrc::L('d in hf'C'oming sh'lre-

I/hilnt (;:10 .illvc;;tL.:>ni. l':vel!! r'ir.hl. only be notioIJII1., 

LlUt:i1 11 "b'>' would [('""1'nto irlcllti ficnti.nll 111th thtJ iltriu(;try for 

, • " .... II '" •• /~) 



10. 

11 • 

1;'. 

In thia context, it may be pooniblo to illclucte DBC employeos 

in Dome fori~ of otock-holdill~ through deductiollo 011 wageo. 
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B. PRIOR AHNOUNCEHENT OF AN ANNUAL SCIlf.DULE or l'HOPOSED PA YlIJ~tl'I':J. 

The Annual seasonal varintions have, in rocent yearn, becm 

Bufficiently regular to suggoot thnt R conoorvntivo propooed 

price Bchedula incorporatine month to month variat:l.ono could 

be announced in advancc of the first delive~iDs for 0 new 

sen SOil. So lonf as the level of payment chosen wile conGcrvativo 

thero is no ron Ron why such a ayotem should be a financial 

burden. Nonetheles&, there would be advantages in that growern 

could be expected to trade off lo\,er priceD for a restricted 

level of prico unchrtninity and 00 be encouraged to increase 

production. The introduction of a syotem of foreshadowed 

payments could also be linked to the operation of a. stHbili7,u-

tiol] fund with different levels of Government un(terwriting. 

An invcsti/:a.tion of this propocml will roceivc high priOJ'ity. 

c. PREHlUl:S FOR QUALITY. 

Thu current ayotem of pnymunts is considored loss than optimal 

in tho tit rewards an indi vi nua l' s decision rogarding prod\lc tion 

inp"t'l rather than the quali t:r of the fruit off':red to tho DBA 

for pl\l'chn~c. The criteria for nnd method of payment of 

prcroiumn LJ an i06ue on which Win\)Hn must /lct in concort - it 

i6 not nn iGrJue for Dominica to pursue in ioolution. HOI-I!! V!! r, 

th0 DGC will preBs for the rcorgAnizAtio~ of the premium system 

(In(\, followin!~ nny cll'lllf;OO introd\lced, will cnGure th(lt the 

l\chievl>mont of promillr.1 bonuf-lp.B by Dominican groworl1 io eiven 

hiGh pri'>rit:y in (lxtnlluion efforto. 

D. 

rho c\r>finJ.t.ion of (lcolll1micnJ.l:1 1I11.'"ndtnb)r: TJI'oc1uction urCllfl 

(,l",;,;dlot'd 111 I'llr' ,:rnph (1) will hl'lp to ('(I [a' out many of tho 

t ,. r' , 
ill,. /'. i..; •• I ••• :.1 G. It ,j;.: t!. .-.: i '. ~ .. 

(,,,,,tl·,'l t.o l~r'OHnr'" ill 1:0011 111'1"011 who pl'O;\lICIl 10\~ yi'-J)' ", thllll 



it io to n~rvicc Rrownrs in high cont nronn who Dchiovo normal 

'fho prtOlll1t lack of informntion on indiyi(unl or 

total 11lud aroa makes 1l,;nOEll1ment of inr:lividunl yir.lda pnrticul-

nrly difficult. llowp.ver, f;teps will. U/l tai<coll tc devi.:;" a 

pro~rnm which wDuld put presDure on inefficient producers to 

either make approprlnte UBO of the cxtenaion ~ervice8 proviJed 

and improve their crop hunbundry or drop out of tho indu~try. 

In th is context, proposnl.f: to fuci.li tl.l tc incr(,c\!H~d rot.ul'IW for 

tho more effici fOnt prOdll(!ern Iw,ve nlr':nrJy been pal' ,iaDy 

developed und 1;1:01'0 appenro to be conniderah::n scope for 

r<l&trllcturinr: the 5.ndur.tJ·Y'13 oper,'l tiol1s nnd DJ3GA policiN' to 

pro\'id'j incontives fo.- initiative and lluporioJ' mnn'll"cment. nnd 

production skills. 

13. The followi.ng soction outlincG lInder CllRh flow items hl'ad-

in~8 tho variou3 policy directiv8e which the Government will 

pu:'~; on to the DllC [,[; so('n an it in €,,·.tn.111inh(>d. 

F. PAYm;{';~' TO GRO',;;ms 

1'f. The pre::: ,t system of df'!riv1.ng the level of payment to 

gro~·;er:·1 in "'hich variou[, CCG6eS ure dedu(;ted from tho GrCf'!ll 

11o.r;F:, Price (C::F) I is couniderod cumbo!'[,ome Hnd restricti.ve. 

l3eginn i ng Oil October 1st, therf'! ~,ill be (\ {;r,)wor.: payment SYGtOL, 

bUGJd on a st.'lndard all-inclusiv€' deduction fl'om tho mil' whi.eh 

will be set to cove,' thr] DDC'a opf'rntin,; costb. 'fhis dedI) tiOD 

wi) 1 no tine lude 1\ n nmoull t. for pre"JC:tymclI t for i npu t. f" au th i n 

1',. f,Doth(<l' i.1·\}l'Jrtunl ,H'rcct of p:'yn,olll::i to /' 'owern i r. tl'" 

...... /7 
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".lfficicllt. Similarly, tho Hood to haole I:p~(''' "iy ",,,,,tl,,, i" 

adVAnce nloo Cl'ODtos high unit coeto for trnnuport whun tho 

deliverios aro inl111fficiont to Hl tIl" space r9I3erVf'u. 

Efforts ~IU.l un dir('cted to\~l\rd~1 dovirdnv, 11 I!!Orfl accun,to pro-

cedure, ponaib1y by linking Ell'oHors paymontl.l to their forocaotc 

G. LEf\F Sl'O'f CON';'HOL 

16. At present the DHGA owns Bnd operates itc own aircraft 

for harial apraying for le~f spot control • It seems likely 

. ,1/. that this CJ\pitn1 inv(lctrlfmt io underutilized and t.hcr(!iorc 

unnocoLsRrily inflatin~ the noot of operations. II l'JCE"nt 

propol1'!.l that aor-ip.l 6prayinf\ be reorganized on a ro(ionll1 

basis will be invcstigate1 with 11 view ~o r~ducing the coct to 

tho Dominican industry. 

17. It is P!"op03ed to investir;ate the the pOBsiblity that 

tho.so arena that (;annot be econe" iCcl11y I.lerviced by lleriul 

. sprayi.ng cun be defirwd on<'. divided into zones. Should thio 

bo r08Giblc, it is antjcipDted that leaf spot control in those 

zonno could be pl'ogrc"oivf)ly contrGcted out to privf\tc indiv-

idunls or businor:s (C1'oupa formed from vlit',in tll(, loc;)l 

aericultural community. The very lIigh co!·,L or «praying 01 :'ra-

t 5.uno Il t proGs n t Ghoul d nllo\~ u t 1:1''' c ti vo C(ln b'nc t pr:v; :'0 to 

be o"f(;l'€ld nnd r.uhohl!llial performunco honlll1Ps to bu inclll-lcd 

in th~ contrnct. C('lli.rnctorn \40u1d draw HJlr:')'ing oquipment nnd 
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r;'!lter1aln from t!1I1 nw: lYith e[lc:h rlll('cllti.OI'. bein!'; ch;u'F."rl nr,ninnt 

:, . ~ ~ 'I~·"':: ~ . ,:. .'. t ' 



by DBC pernonnol, in the courDo of their normul rounrlo of 

nla,;tinl';o with bunnna gro\'l,~ro, and the p,rowero theOloolvea. 
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18. It is olao posoiblo that a achnme can be develope~ which, 

baGed 011 zonCG or c"tchment aroils, would allo,,. groworo in 

discreet arens to he ch:lrGed the actual coat of the spraying 

requirod for their area. In this wayan incentive would be 

provided for grower~ to take oteps to minimize the need for 

sprayinf,. 

19. A further initiative in this area will be to examine the 
tlo 

cont e::'fectiveneSB of aerial sprnyinp,- vin Il vio / lilOrc 

officiently conducted Rround spraying arrangements. 

20. One outcomo of the inadequate level (,f manUF;0ment with the 

industry has bern poor inventory control resulting in high 

levels of wastage of various inputs, particularly spray oil, 

where 106sea are considered to b~ in the region of 15% p.n. 

The introduction of improved inventory control procedurAo should 

BubBtantinlly reduce WAstage. 

(iv) Defini t' ~!"...High G."prnyin::.30E. _J_\r_e_fl.G. 

21. It iL common knowledgr within the industry that there are 

many gro ..... ers now producinG in areas which nre economically 

1:011- vilt blp for banana pro .. ',c tien. In r.omo caaen this non-

vinbility is cnuBod by aeronomi~ ~onrlitions, blt in mnny 

others it ifJ the hif,h cont of lenf spot cont.rol, brour,ht flbout 

by poor ncc~~Rihility, which cr~atns the major problom. 

It i.n ir:L"nclod tl",t tho Inlt(~r IIl'en.'l will be dofinod I\nd 

filll,ncll'J dillincollliv{Jg Ill·O:I/.~ht to b"cu' on the produc;ol'll COI\-

C'.)1'I\(-', [". "" ' .. u t'llet"ll-".;", ti,l ~ in ld.tlkl' tl'Hn,';C thl"ir lJIII::rIW 

pr(O"'lclion to Ild\.! in mo\"o I1l1it.,blo IlI'all1' or I~r()\' /'t di fr,!l'''I1L C}',jp • 

• ~ ••••• . /<J 
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It if! thought unl'l.k.l)ly that thN'" disinc(llltivoo would havo n l1oticc-

non··vil\hl~ areas ~liI1 alBa hrivo p](\ntin~c or l!-l.nd nVllilllblo in better 

Tho impact of the dir,incontlvolJ in theine CI.l(;OO may bo to 

trannfol' inputs to tho lattor nre:J.s which will reou1!; in pl'ounetion 

incl'paBoB on the:"o p1 uta throll.:;h increaJe yieldc. 

H. CAHTONS 

22.. Another <3roD. of poo:.- invelltory cOlltrol nlld high) ove1fl of un-

nocl",:::lry coct has be(~n tJ.G distribution ann UIlO of cl<rtono. 

Wustnco ie thought likely to be at loaot 10% p.n. 

Qrc about to bo initi~ted, to control tho deli vary of curtons to 

boxinG plant.'3 l which can be expocted to have a noticeable impact on 

tho totol cost of cor tons required. 

23. Tho In'ogres[;ivo privitization of boxinr; plnT.ts should RIGO help 

alleviate tho prob1r:,n of carton wlllltap;e, which currently oc(;urlJ not 

oll+y in t he course 0 f di s tri bution to boxing plan ts bu t D 1so within 

tho boxin~ plant themselves. Contract boxiuR plant operators will 

have their contract Recount debil"d accordin~ to the number of cnr-

tens delivered to thn;n. 

(iii) Imp'Dvod .Stock:! 

;>4. Conp,i(\ernb1e din'ujJtion to t.ho indll:;lr:r hl.s h(wn CI.lIID(>rl in 

r',!col.t in(ll,lha by th" l'rWA'n finnncinl il1llldlity to hold Ruffi."i0Ilt 

r,!:ockr of Cfl1"tonr. to meet bo::int~ pllll1t )lc,'.h. Doli V0r\ (,IJ of c'\rtnn~ 

•••••• / If.' 
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2'j. In rocont mOI'.tllll there hnvC' bC'(>n lllt/"goutionA thut tho cost 

of boxinr: per pound of bllllnnnB delivel'ed to th{l lit, could be 

offecth'C'ly reducon by incrollsing tho wei/;ht vf bananlw pnckod i.nto 

each carton. 'rhis io an option which, if found prllctical, tho PIlG 

will be nble to pursue in isolatiollfrom the other Winban mem11ers, 

UD GensL paya on tonnnge louded in ench inland. Nevertheless, 

there are disndvnntllges from an industry point of view of differing 

RvoroRo weightn from differinR iolundo and nn inv6RtiRution will 

be SCu8ht by Dominicn to establtllh tho practicnlity of this 

suggestion at the Winban levol. If the fincli:li'R of such an 

invl!r>ti.£;tttion uro f(\v0urable, the DBC will then push for the 

a(loption of this rcco;lInond1.lt-ion througbout the industry. 

26. A further iauue in this area is tho variability of product 

Noir-ht in ellch cartoll. Irrespective of the ~Ieifl;ht. cliollen to the 

pn.cked into eRch cn.rton, at either tho islnnd or Winban levAl, 

it ia in the Dominican indUstry's bost interosts to ensurn that, 

first, this weight is aluayo Rttnined nnd, oecondly, thAt the 

oxccso over the minimum weight choGen is as small RS POBSlblc. 

Whilot aGnin this is 1.\ lIinban proble~, which also requil'cs the 

cooperl1ti;m and aSfli.stullce of Geeb l . Indu:c.t.ries, the DOl'linic!.n 

industry I3hould b'!p;in \wrkin~ tOHarda the standardization of 

~eiGhts from tho incpplion of the new company. 

(i) Slorr!'" ___ .J.. __ • 

27. The DUe will cflrry out a prOf rl1l11 of improvinr; £!.Ill) expD.n<lj.n~ 

stOI'Ilt:;e PO:Ut8 throU,-'lOut the r:rol'lin(, RI'\"IS durin£; its firut b~o 

ySftl'S of oper:,tic:n. Tho eDtimated lot"l Luot io ~C~12G,OOO. 

l:lIer'lver l"(l[:Hi ole the stoJ'II;~e polnta wiLL ho linked t" boxing 

1'1:1:'; r;, bulh tho(J(, c.':i:;ti.nr: lind tJ'()oe to 101' cnnl'tructp.ci undor tho 

'l'hin inventm('nt 

VC'lll,) (",V C(I!I t 1'1) l. .. 

• ...... .... /'11 



28. Tho DD<lA's recent finnncial oitu!\tion has prooludeti the 

mninten~nce of ad~quate stocko of fertilizor. The forth-

coming CDn loan to eatabliRh an Input Revolving Furtd should 

enDuro that stocka can be maintuined, guaranteeing reliable 

availability for producers. Thia improv0ment Can be expected to 

result in increaoed levelE of application which, in turn, should 

incre~Re hoth field and marketed production. 

(iii) Credit Availability 

29. Except for the producers who have already achieved hi~h 

yieldo through superior management the amounts of fertilizer 

generatod by the pre-paid levy, which 10 linked to prodUction, 

will not be adequate to optimize production. It is therefore 

essential that R simple but p~actical Dnd viable system of credit 

purchllP,e~; of fertilizer be c,)ta\)lJ.s"~,d. It is belie~Gd that 

50% of the prepaid levy may be an appropriate limit to the lev<'l 

of credit to individual growers. 

30. Fertili~er supply and distribution ohould not be an opernt-

ion&l expense for the company but rather a lJelf financing Elnrvice 

which j t performe for g;'owe,,,. All costs related to the service 

will be horn" by r, ".lwers through RIl llrieqllute mn"e:in apnlied to 

the lnnrtod cost price. All forti 1iz~'r I'oluted COllto have bllen 

oxclu(~"i1 from the £Iccomp'i! c'ing cash flow projectiollG. 

,1. 01'111,;11 l1!l'IJT:i 

." •• !)/1.~ 
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31. Tbo cOllElolidation of t:ltor<l~o poi.llttj At cOllveniently lot:atnd 

bM:ing plnnt.s accompani.ed by the flccnn.ulution of ucloqu:\te cL(\(;\~o 

oholll(] unGtll'6 improved Clccossibili ty and 1'olil1 uili ty c, f cupply 

to producors. 

(ii) Invuntn1'; Cnntrol 

32. Irllprorov()d man.:,!,;ernellt procodures in tholJo areas Can ulno be 

expected to produce cOlloidcrablo savinF;fl as wastar;e is considored 

to be in exce98 of 10%. 

33. Non f~rtilize1' input opornttnns will also be conducted on a 

flolf finr·ucin'· balli ... idonticnl to that for f01'ti117.('1', soo 

pa1'agrn ph )0. 

34. In line with recommendations r ade under P, PAYMENT TO GROWERS, 

paragraph 15, the export tax cecs will be abolished BS A deduction 

which tho growero p~y. 'l'he tax will be raid directly to the 

Government by the exporter, i.e. the DOC, and included in its 

operational cost. The Winbnn levy will be similarly treuted. 

Priviti7n' Ion of Onorntiono 
.-----.-~.-..;..:.=-~:;. 

The DDGA hos alreud~ accepted the concept of conversion to 

pr ~ VB te boxing opera tionG through the trnl10 f~r 0 f [\50('c111 tion 

operbliol1G to individualo and bunilles8 Eroup~. Thi 0 tranr. fer 

repr!!GentlJ an addi tion to l,d.vo. te uocto!' boxinr, over Ilnd f\bove 

lho'le [7,I'O\wrA who hnve been r.arl·yin!~ out their own boxinr; in their 

own prcmi~eo for somo time, aud mo~c recently, field boxin~ uy 

Recollt cost 1<I\(l.lyooo of the Ar.nocilltion'o boxing 

or·01':ltionrl t:Hf'!:ont thnt tr.CWfI Ilre cubr;t:mtinlly 10/30 efficient 

l-;"_' \.<I! ... • ,i. :.:. }' : ..... ~ '" '. '-' ~;.,: I 1 ~ •.• !. .... f.- (".. ',' ~ 1 1 ~. ,....: " i l"""~ I 1 ....... 

,. • " P iii .. /1 ~.~ 
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pnid u fixtJri price .1'1:'1' lb. for tho boxinc: opnrlltiollD, wOllle! be rc{[lt:in'd 

to lCfllOC lllp. box1.Tlf: plnnt l'r~"lil'(~rJ and equipmpllt from the DBG. 

37. It j t1 ('11 v.i f'nr,('d thR t con t rnct boxinG l'llUl t ope'I'D. tore \'Jould be 

subject to :opot cl1<:ckl3 hy DIlt; j h:;ped.orn ~'h? \'I1)\lld (,IH ltl'C thnt the 

Further I'UnrJolll checks ',~(JUlrJ. \:« ma(lo nt the 

a e('::;t rt>ccption poi'lt. hy COr.lI'HI1J' innl)"ctorG, wi th the l'('t'pOll"ibility 

for rejected fruit, nt "ithf'r point, lyille with the cnnh'uc'cor. 

:;,3, Contractor!) HOl1Jd be respnnr;ibl e for the ciel:cvery of the l'ruii; 

from the boxi.ntj plaut to tho Gef'st rp.cepti on point and Cl'l1F:CCI'I-::'l1:l:: 

for the timinG of the closun" of the plant for further I\ccr~pl('.llC~ of 

frod t .. 1 hO b0 rw.l\lcc<l. 

39. fiG mc'nUoncd p'"viOlWl.y, iIIP'lt. Gtor:';-;{' pointe: D",' bai,,;; 

•••• .,,. ..... • /1/ 1 



(':w.\ nrdnl (.r PnVJIIf'llt. 

IfO. IIllh('\lI~h IhCt'e lVou1d be fllW' o.dvuIlLul'.C' if the D13C ollly took 

finUllcial euntt'ol of Lhe fl'1lit at the recI'pl::lon point, thin would 

er('ut" u l1<:!od for boxinG pJ.o.nt op(:ratol'f~ to conduct their OHn 

g,'ollor }lllyment. /.yr,:tcIII and re(;ult In UH' (luI'1i('(1\'iol1 0" mnn.Y of tll<) 

exi[.tin[; l1t'o<:c<\lIrO(; I'hich v.'oulrl. in 'my en:;", hove to be IIlf.li"tuim·d 

by Imr;. It in tht']'I,fol'C prol't'::ed that the pe,inl of ~'yr~cll\; of 

Lim1'lr;iul control hy tite DBG \/i 11. be at th" time the boxinl: pl<:\nt 

op'!I'ntol':: accept hn]1i1I1(lf'. for pnckacine;, suhject to the (:ondi tion" 

descri lied above in l'€:lu tion to f'nd t 'l\.Jl'Ility acceptanc;( ~{ncl tir.l~1 

of delivl'1'Y to thl! 10eVlil1f.' roint. 

M PtIRClIA:;S ()to' FIXED J\SS::TS 

111. An investment prc(jr/:l.m of impl'ovcm",nt.f' and expunsion to input 

S, .. ,:·t'ttGfl faciliti(·s Il:.l.1i alroady been d('awn up. The ct;ti(lIuted total 

coot is ECli126,OOO. ~!hilc cOllstruction U,l,O is e6til11at~cl at twelvl~ 

mOllths. It is proposed to il11plemo:!nt thi.'1 pro~r8.m durinG the Iil'r3t 

two yen.,·e of the C01",pilny' [, op€'ral:ion. 

( ii) 
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1\2. 1\ n('~d for ndditicl'1al bm:i!1~:' plant.s locatel H.i lhin elo';", ClC8":.[)·· 

pbil.it.i' to n:l,ior JlI'Odllr.doll nr,.Uf' haG b(>(>1\ (\('.nonc ~;rat"rl. 'PI I'.' r:,-' 

l;ollld h'lh red\\( 0 cnn!Ccction nt c·cllne cUI'l'f'nt plnnlL. UI(,lC:~'.f ill-

C]'f'1\fJll'". ('ff.i.r::icncy. (1)1(1 [,lr'O r<"'llce rJr,1:\v"ry rlintnnc('c 1.H·hlel"l 

\('xinl~ 1'1lL'1~ I,. 

,) j' ;:':" I~) ,I : If ) .. 

' •. , i ~ 'i'! I (! C' j Jt l :! tI '-- I : I '1 1'1 I . r, II' ;: 1 ".' 1'\' C" : 1,,1 I. II I, 1,1. I.' I; t- , . f' II I:i • t I ~ , ," 

11!" i ',~. I 

\ II) t',' ,'. ~ '( • 

,· .. .,"··· .. /1'" 



113. rrh~ nuticilmteli rcplnceJ.ilmt of vchiclcn by the DIlC \/ill not 'lIe: 

nff('c 1 "d by the, propo.;.'HI chv.necs, hmll:,ver, iUvcE,trnen t ill come forM of 

com""\lflic~ t ion t;:/t1t<'J0l Ii "Line: tIle hcn.:! of fice to Rosenu with thoce 

l)oxinl~ 1'] un tR which C'll1110t 1:>0 connected to the telephone f;ystl~r'l appears 

1'he purchnr., and efficient utilizvtion of snch a 

{;y,~tC:'1 coulrl be cxpect,('d to hnvc I.l major ill,pact on tIl< coordination of 

orcrD.tio~H; nnd t.hrou::.h that ('II exp1n't,.,rl tonn:.lgu I1nc\ 1· ft.-un-lnUlk COE'ts. 

41f. 'rhe i01}::lct e. ld hene fi tc nUlociatcd wi. t.1l the distribution of th€: 

firGt I;hipr.l~nt of fido. boxeu, I-!hi..ch vlere provided by the Ilritish 

Government, i6 currcntly unrl('n!LlY. 

be a program which is COIlBiderCl1 to be wodh continui.n:c:. ShouJ.d this 

be thc Cllsc, arldi.tir.101 invc[I!',··,nt hy th~ nB:; in :!'Ilr'th("l' supplier. 01 

bOXCG (rf!covc)'Hh} (] from thoc,c /)'01'. ,':, to tllt· .. I:l the bC)::f"~ are i[;r1J(~d.) 

will be rcquirf:rl. 

(i) ~~.~ 

prnpoupd to current calary costs is the 

Galary proporjerl for th!' F.xeCtlti. v,., Cbnirman ~,'ho wi 11 be, r':~[>lO:rell for 

tho lin;t tlll:'('c year!>. Follo\:inG t11:ir. r.n;lll'lIct, t!lC pnr iU"" r)f 

,. ,." .. ~ ••• ,. ,/1:. 
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man!lp;('r;~nt oyntemn ",ud tho n,tutcL1(; req\\l rClll,'lItu of the rer,tl'uGtur'..,d 

opcr,d,iofl. p,:lI'ticul::r-ly tb,' nO\~ of jJn)ll'r \41l'.hin tho compnny, 

with a v10w to devuloping tho IOllst cost prllctic:al SYO':CIIl. It 

iB 1'0::-,oib1e that ouch an exumiulltioll "'ill remtlt in u l1implif:tcation 

of th,. (txisting oY6tem find dcrnonntrrt1;c tho cl:'<}nbili t:r of the 

orcnnizQtiou to functinn effectively with r Gmullcr nUMbor of 

ndminiotrntivo nlnff. 'r.IlL' cyntcrn I.ltudy '-IQuld PI'"! h:,bly b<l 1Illtlcr-

taken by Fl conBultllllt ClllO in o):pectod to b,~ in t\/O parte. 'l'he 

first would exnmin€' the 0]1(;1'[\tion8 of the compl\'1y Hlld Ildvir.o, in 

broad torms, on tiff moet npPl'oprillt.e I'lann!~enreut :lf1cl opet'ationnl 

oysterr ;', The DeGond rhul'c would be to evaluHt'J ",.!lether such 

system would be marl cout effective and nccurnte if they were used 

in conjunction with a com,luter thun if they were performed rr:'-llually. 

(iii) Fiel,1 Op('rllt~22!2. 

48. It ia unBumod that for the immediate future nnd at lcnat 

the p'::'iod covered by thc utt:.lchcd cash flow projoctions, that 

the extension service provided under the Banuna Development Program 

will be continued in a reducecl form with BDD fundin! • The pla'1ned 

integrAtion of the oxten~ion service into the DB3A (DBC) will 

pro('eeci.. 

'19. 'J'h!) GQYel'llTiH "i, hilI) deci cted to SC[ml'l1te tho long terl'1 d','l1\; 

rootrllchtrinr, econ(.\m,V rc rin.tIlC) IIp: prohl (';1 fl'om the hltllnnn ir,du:.:try 

roorCillli7,nU,on prot"",,:; co that tile lntLel' Clln lJe dl 11t with I~()l'f' 

Tile (J(,,', !':1'nf'Ilt. \,111 (-,lolpi\v<'IlI' 1.<. pel'llIllI oi" tlln b'llduJ h" r"'"c.;ilt'r,iU11J 

., ....... /17 



lIowAv(~r, it Id.ll iJ\IJiut th/lt lin /1(lOn Ilr. tho illr!"r~Ll'Y it) solf 

rillnllci.llf~ tho doutc; an, r.,:rvit.:()d hy thu DBC. 

ANNEX B 
Exhibit 3 
Page 17 of 19 

50. The DUGA hn8, nt preDent, ton lon~ term commitments out-

standini'. in undition to the nhort term 11abili tie~ ~/hich havo 

boen incorporllten into the cnsh flow projoctionD (trnr!o crcdi~orGr 

b'Ulk overdl'afts I1nd thu short term 10l1.n from Geent Ind1J.l.ltrien). 

The ten commitments nro: 

(i) Loans to l:allin('; l~C;$lf. 9 m:l.llion from tho Government; 

theBO utll be written off uy the Govern~ent, effectively 

convartit,r, thOll1 to c;rantn; this will bring the total 

of G~vernmont granto to the industry nince 1980 to 

(ii) two lOHm; totr,lli.nr, EC;16. 11 million <:;0.8 m and ~:'5.')m) 

from the CDBj il:tercst on thoGC loans is being pai d 

at pT(Sent, the firat principal repayments are duo 

on the I3rnlll1(;r loan in January 1981f and on the l[lrGcr 

in Janunry 19i16. The9~ lonns will rpmain the 

reeponoiblity of the DilCj 

(iii) two 10u;1I3 from tho local branchoo of intornntionn.l 

commercial ba nIcs - EC ~/f. 7 ml. l1ion from the Roynl Pank 

of Cnnnl:b and f;C~i2 1 o>iJ.1ion front B1l.rclllYo E!lLk IlItc!t,-

national both these banks for which tho Government i8 

the guaruntor nre rnpayable over ton years with thr"o 

yearo grace; thoy will rDm~in the ru~ronsibility of 

the" DIle, howe",·", tho Oov"'·JlJlH!ut. wjll. lllJdcJ'lnk<' to Jttl'et 

eOlt01'lItinl': dufic:i.lr; on ita recurrent 0pHrl\t.iopc;. 

'l'he ('o\'('rt,;)1<.'"t \li1]. endr>:1V()llr to r()nl'f,'tiate 1I1f.' 

.••• , . / 'PI 
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Cro,:i t Union Lenp;uo Hhich ~lill be re finaf'(!(ld by t.he 

Nntionnl COQllncJ'cinJ. BLInk on tp.l'nw which will not 

iJlll'M;(! further c;trnil. on DIlG rCC10urccs during tho 

expected d~ficit prriod. 
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(v) a loaH of j~C~11)O,OOO from tho ll11tjnnnJ. Commorci.flJ. Dank, 

currently repayable over ten youro; this 10[\11 'dill 

be reGchodulcd Ilnd the rc finDncin:~ of the Credic 

Union and :.ioci:{l S(>curity lc.n.ns incorporated illto 

(~i) two Doft term lonns to the Government from bilntcl'1l1 

on-lont to the D:IG/\ at more commercial ratcG; 'frini<lad 

Rnd Tobago will b,· DGked by the GovA~lment to 0~rec to 

the DBC repHyinf, 'he It''!''!, from Government on thr.o !tme 

term:; (\6 thl~ GOHl!'IlLIf'llt hus while the Ganarlinn (io\";)rn-

ment will be l'nllUeGteci to a[ree to the loan pl·ovicl(·~cI 

and the uubaerIllent on-)Cncl,ne l"'ing concerte,t to l\ 

grant. 

~o. 'fo facili t~cte thr: intl'odllction of the ne\>! Op'Jl atill[; rolicin[l 

nnd illl]' vcd ml.\nn~;!'mp.nt rrllctic!'8 \<'·hich will be ndo],ted, the 

Govern:"'.'llt boli~v'~8 lI •. t adell t iOli"} r;',·j lled ndvi.,;ors wi] 1 be 

rcquir(,d. \"Ihile thL! Drl''; vnl of thl' hJ() llDD flllldl,!d rrdvi50rc, - in 

F) nnnco ;:lIel J·Jllrlll ' .. ~Ilr: - l~iJ.l t' rf!'(, vi, ,. J Gov,'r Lhe l1p.flrlr; ~), \ r,o',c' 

nl'oao, tho privnti.··,;ltion of th" be,xill! plf~nt.I;~, nnel pOBni!>).y Je"f 

tht~;!' ~.11 i 'H': ~;~:;I. 

CI.,,,~,, •• ,/1<) 
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once thc, (li.rec Hon of tho ])~'$C In policicG nnd o['ern tionn (,(1'0 

detc·rm:i.ned. I;JherOllf) Ut0 req lirt.:(l timing for th,) m:lall buainIH')f) 

udvioo:r input in (!ri tiC':ll o'l,d cnn be readily identified [~t thiG 

point, tllu timing of the Byctcm nnalyst is less criti.cal and 

wOllld Bnnm bf~tter ~.cft to the dir;cretion of the 1!1llnn.p;f?mcnt of 

the no\/ COliipanY', p.:ll'ticulftrly the l<'inllncilll Arlvisol"o 
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The [)olllin'iea Banalla Company (DI3C) Project provides for the purchase of 

the fungicides petroleum spray oil, lJe nOIilY 1 , and mancozcb to assist Dominica in 

preservi nq its banana industry. Usc of these pesti ci des is authori zed under 

1\10 gu"icJelines. All are very le\", in millllillillian and r'1vironmentnl toxicity and 

1ll0st of the suppl'ies prGY'ided viii I be applied by aircraft, 2t low volum~s, by 

experienced pilots. 8enon~1 in oil is the standard fungicide for Sigatoka leaf 

spot control Clnd is currently bi;ing used in Domin'ica and elsewhere. Mancozcb 

\-Jill serve as a "back-up" fungicide. 

II. INTRODUCTION 

The Eastern Caribbean isl(lnd of Oonrin'jca is extensively c:.:ependent on its 

agriculture foY' fote'jgn eXCIHllle]e earnill~s. In 1978, 38Z of its GUP \lJas gerlol"-

ated thl"Ough agri culture, a pe rcci1tage greater than that of any other CARl COtli 

country. [3c:trlanas, exported to U. K., art' the pti nei pal cash crop awl occupy 

about 12,000 acY'es on Dominica. 

Critical to the successful production of bananas in the Caribbean is t~c 

abil ity to cOtltY'ol S'j gatoka 1 eaf spot di sOuse cal/sed by the fungus t·1yc_osl.)h0.!~;· n a 

nlusicola. [3()j~deaux mL vJre, app 1 i cd ilS a spray in hi gh vol LImes, former'ly was 

the standard fung'; ci de for S; gt1tokiJ control. Later thi s giwe way to the use of 

pctroleL:lil on t.o vJhich the flm~Jicidc bcn()!Jlyl (Gclllatc) wus added. I\pplied at 

tl!(-~ l'lIt.e of only 1.5 U.S. qunoll~) prj' acre llsillg ultril low volll)~:e (ULV) trcllllol-

~..,t.(!L'jl ·I.lllt! 011 wlliclt ~,,)jili' [\o:,lillicd p·li;r~~.ill~J'l :111~ s·jted. 
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by benolllyl ()lonf!, the fung'icide mancozeb (Dithi:\nc M-,2.2) ;s sometimes 'included 

in spray mixtures. 

The Dominica 80.nana Company (DBC) Project would prov'idc for the putchilse 

of spray oil, bcnoll1yl, and mancozr.b to assist Domin'ica in pre:;etv'ing its banana 

industl~. Because both benon~l and mancozeb appear on the EPA list of pesticides 

in the Rebuttable Presumption Against Registration (RPAR) process, completion 

of an Environmental Assessment (EA) is required. This EA has been prepared in 

accordance with I)\'ocedu~es c ':J'ined in l~e~Julation 16 of the Code of Federal 

Regl'lat'ions, Part 216, Environmental Procedure~ (effectiv;~ 26 June 1976 as 

amended 3 May 1918). 

III. RISK-BENEFIT CONSIUERATIONS 

1. Y.l>L~~ Re~tL!.L~tox:Y...l.t..iJ.!,u5 _.<?"!~.R_c_q~,9.s_tl 'd_ J~_~,ti c:i 9,c ~ 

Petroleum oils, when applied to growin9 plants) nre exr~lIlpt from th(> 

requirement of a tolerance. BuLh lJenomyl and nluncoZt~b are register-ed by the 

USEPA, and have hud tolerances establ'ished, for use on bananas. All pesticides 

requested are therefore authorized, under AID guidelines, for use in the DBC 

Proj c!c t. 

Oil and t'l'110Il1y1 hJv(' IllHI a 101l~ I1hLury of errect'iv(,IH~(;S aguinst 
J 

S'i9atOk,1 I('<lf spot: 'in tile CuriIJIJ(~i.ln 'isLtnds Jnd in Cl~ntr(\l unci South I\merica. 

13(~lloll1y-1 'j s Lli(' S l:ilildilrd ftltl~J i ci eI(:! or ll:d r spot <.:onlxol. HoweVer ~ tile el" .... 'rqc~nu~ 

d(~lllon'~:tl'<1ted, f\vili1D!liJity ollllollcozeh to tlw USC Projuct 'is cOllsid(.'l'ed an 

inSlIri.lIlV' IlicaSllr'(', i.\'l noL(~dill ~c;ction II. SOIllO Siq:,itol;a control pl'()gri1I1l~;in 

Ce!l Ll'ill 1\lIl'~r i CiJ nul'/ l'outi nc·1 \' li~)I~ till' l.";l/h<'11OIlly1 /1::;!11(0,:,- b COlri/) i IWt'i all. 

cieL'·. :.itl! [I';rp/\. 
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Spore 1 eve 1 s of the~.Yf9_~~Y~ i!-ere U~ pclthogen are regul arly Il1cn'ito)"ed 

by field agents of four Wi ndv'Jard Is 1 ,md [3anana Grm'/ers {Issoci (J,t; ons. Love 1 s 

are interpreted by a plant pathologist employed by the Windward Islands l3anana 

Growers Association (WINBN~), an organization which acts as a central 'coordina­

ting body for the banana industry of the vJindwaro Islands. Sprayappl'icrttions 

of fun9i ci de arc made in accordance wi ttl the occun'cnce of 5i gatoka d'j sease 

cycles. Around 9 to 12 cycles occur annually on the Windward Islands. Monitor-

ing of pest levels is one of the tenets of IPM. 

Adjustment of plant populations, in accordance with site quality and 

nutritional regime and directed toward alleviation of crowding, is a cultural 

practi ce tho.t reduces di sease deve:loplilent because of decreased humi di ty. Propel" 

plant spacing also permits better spray coverage. 

Sanitation, including rClilovul of Sigu'toki.l infected leave; or leaf tips) 

and desLruct'ion of banana plants tflk(~n out of production or on aband('!led farJils, 

provides il llleaSUI"e of inoculuill red\lction. SaniLllt'ion is not now cons'idercd 

practical 'in the Windltlilrcl Is'lands 1>r~C(llISC of the large number of IIhouse banallils il 

and sinall fa rills , yet its impleillentation could l"esult in the reduced need fo)" 

aeri a 1 spray; 119. 

4. ?!'~)P9_s.c;_(J.k:thyd, ,o~,!~eth~).cJ.(':.,..9.r. _~pp,U,ci!..tJ._O}L!..lp.cJ~.cJ.:!..!Jg_Av aj_lill?j ... :U ty. 
QL ,l~,~~.!.:.c!p'ri it,.t .9.,J\j~) 'I.,i.c_i~ t il)~1...!~r~~_~<).ilJ._C~_(~. [(WiJ~I,~i,rlJ: 

The Do III i iyj ell Ba nil 11 il C; row(~ rs A~; S oei il ti on (DI3G/\) pu rc hi) sC'd (l n /\yrc s 

Turbo Tllrw;il ail'pli'illl' '1 1-; in 19J) for derial ilpp'licat.'ion of fun9icides to 

billli\lld'~. luI' "ppl iC<lLion:, f)'OIII l'lw 9t'Olllld, Illot\)riZf~d badpi'\cl~ mist IJlowers Jre 

il!\I,l,\,j"'1 CI:, \'I'lllllilyl, 01' IIldtll(l/ViJ h~Cdll';(' 01' (I'vil' VC'Y','r' IO\'J order or Loxici l,y 
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pesticide and requires only the signal word "caution" on its container, Benomyl 

has an oral LD50 which exceeds 10,000 mg./kg.; mancozeb's' oral LD50 exceeds 

7,500Il1g./kg. Likl'! oil, the signal \lJOrd "caut:ion" is requited for both benolllyl 

and mancozeb. 

The pesticides requested are regarded as safe when applied in aecord-

anee wit-.h manufactu:'ers' instruct'ions. All but a small portion of the bananJ 

acreage involved will be treated by air at a dosage of only about 1~ gallons 

(U.S.) of oil-fungicide per Jcre. 

6. Eff; cac..'{ .. !2l .. _tho. ReqlJL~'~_~, P<:.~ti ci_desf_<?.r..J:_~~.J>ropo~~_d U:~.l>_ 

See Section II. 

7. ~5~!BE~ti!~jJJ..~_thc_Bc9~i re<.L!?~5ti e !!:!.gs ~ith Tarc)et.2.~~,Non-Tur.9~_t 
Ecosr:s..tgms_ 

The pesticides used are expected to have no significant adverse effects 

011 target or non-target ecosystems. 

Dorninicc nes at the nOI'thern end of the Hindward Islands chain of 
J 

the Eastern Caribbean, br~tw(;>('n the French Islands of Guadeloupe, to the north, 

ilnd M,ll'tinicple, to tile sotd:h. It 'is tile lal'~:jf.'~;t of tile W·illdl.vard Islands, rOWJllly 

rl~ctall~lU 1 il r in <jll,lr 'L', C1nc1 i ') ?0 lt1i 'I (~~ lOllc) Clnd 16 lI1'i 1 (-!~; wi de. Its total 1 ilJl(1 

S()il~; Oil the 'ic,lilllt! oll'(! vCllcclli'ic in or'ifjitl, Y'iclt unu PUI'OIiS. /\huuL 
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COllsidered the 1ll0~;t ruggcdly l,eautiful of Llll the vJest Indian islands, 

Dominicals hi!Jhel' Illount..::tins reach an elcvlltiol1 of nearly 'one 1l1ilc. It IlilS u 

c1 inw,te characterized (,\s iTIilritililc troric(Jl, illlU its temperatures ilre Illocl(~n\ted 

by seil brce7.(~s. Numerous St\,,(:;i1111:~ flOl'J to the sea from the hi9hcl' elevations. 

Catchment of Idater 'is a problcllI, therefore most [1otable water 'is prov'ided by 

wE-!l1s. Dominica 11,~1s ]35 spec-i(~:; of' native bitds, representing "it!"; most signi f-

i cant d(~s i)'(1 b'j C \-Ji 'I dl i -Fe rc~sourcc. 

9 . L~y~1JJ.~,i !.i -' 'j l:Y .. il-.r!.d, J:.fl.l~,C ti Y.('!ll~,~; ''. orn 1.I1~~.r __ I).~,~; tJ5:,i ~I,I~~;._.~.ll". E(J!~.=S;Jl(~II1.i.c~~.1. 
COlltl"O 1 ',leth()d'; 

faY', Si~Fltokil cOl1txol all biln~lI"l~, L,uL tll(~:,l~ llilV(' b(,0.11 cJispldccd by bellomyl. P,:, 

noted cd!'l ier, m,1.ncozebis r(~qllcstecl uS <1 "back-llp" IIli.lteriill to b2rwlllyl. No 

non-chemical conti'ol mr~thod, !J./ 'itself, is sufficient to keep S'igatoka ill check. 

(5c:\ Scz;tion 1II-3). 

eXIH)')UI'C', ;.\lld (111V i I'Olllilen tillili~! Ide!.. 
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PcsLicidf':; 

For cost n~llsons, it \'l'il'l not be 'in th(~ interests of tll(~ D13C to USf-~ 

Y'r.qui~'ed rest'icide~ at ~\ny tillle:, e>~cl·pt wlwn disease cycles arc -il11ilrinent, as 
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detet'lnined by inocululIl l1lonitorin~l. For its ovm protection, ol3e sl'Duld bC~lin () 

bioassay effort to determine the possible OCCllt'fGnCe, and l(~vels of, benomyl 

resistant strains of Sigatoka. 
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The Dominica Banana Company (DBC) Project provides for the purchase of 

the fungicides petroleum spray oil, benomyl, and mancozeb to assist Dominica in 

preserving its banana industry. Use of these pesticides is authorized under 

AID guidelines. All are very low in mammalian and environmental toxicity and 

most of the supplies provided will be applied by aircraft,at low volumes, by 

experienced pilots. Benomyl in oil is the standard fungicide for Sigatoka leaf 

5pot control and is currently being used in Dominica and elsewhere. Mancoieb 

will ser'le as a IIback-upll fungicide. 

II. INTRODUCTION 

The Eastern Caribbean island of Dominica is extensively dependent on its 

agriculture for foreign exchange earnings. In 1978, 38% of its GOP was gener­

ated through agriculture, a percentage greater than that of any other CARICOM 
the 

country. Banallas, exported tc/U.K., are the principal cash crop and occupy 

about 12,000 acres on Dominica. 

Critical to the successful production of bananas in the Caribbean is the 

ability to control Sigatoka leaf spot disease caused by the fungus Mycosphaerella 

musicola. Bordeaux mixture, applied as a ~pray in high volumes, formerly was 

the standard fungicide for Sigatoka control. Later this gave way to the use of 

petroleum oil to which the fungicide benomyl (Benlate) was added, Applied at 

the rate of only 1.5 U.S. gallons per acre usiny ultra low volume (ULV) technol-

ogy, this innovation allowed aircraft coverage of banana.holdings during leaf 

spot disease cycles with speeds impossible with the high gallonage requirements 

for Bordeaux. Yet some acreage must be sprayed from the ground because of the 

steep ldnd on which some Dominica plantings are sited. 

To improve Sigatoka control, and to provide a measure of insurance against 

the development of new races of the fungus pilthogen which cannot be controlled 
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by benomyl alone, the fungicide mancozeb (Dithane M-22) is sometimes included 

in spray mixtures. 

The Dominica Banana Company (DBC) Project would provide for the purchase 

of spray oil, benomyl, and mancozeb to assist Dominica in preserving its banana 

industry. Because bnth benomyl and mancozeb appear on the EPA list of pesticides 

in the Rebuttable Presumption Against Registration (RPAR) process, completion 

of an Environmental Assessment (EA) is required. This EA has been prepared in 

accordance with procedures outlined in Regulation 16 of the Code of Federal 

Regulations, Part 216, Environmental Procedures (effective 26 June 1976 as 

amended 3 May 1978). 

III. RISK-BENEFIT CONSIDERATIONS 

1. USEPA Regulatory Status of Requested Pesticides 

Petroleum oils, when applied to growing plants, are exempt from the 

requirement of a tolerance. Both benomyl and mancozeb are registered by the 

USEPA, and have had tolerances established, for use on bananas. All pesticides 

requested are therefore autharized, under AID guidelines, for use in the DBC 

Project. 

2. Basis for Selection of the Required Pesticides 

Oil and benomyl have had a 10n£1 history of effectiveness against 

Sigatoka leaf spot in' the Caribbean islands and in Central and South America. 

Benomyl is the standard fungicide for leaf spot control. However, the emergence 

of benlate-resistant strains of the Mycosphaerella pathogen has now been 

demonstrated. Availability of mancozeb to the DBC Project is considered an 

insurance measure, as noted in Section II. Some Sigatoka control programs in 

Central America now routinely use the oil/benornyl/mancozeb combination. 

Selection was based also on the registration status of these fungi-

cides with USEPA. 
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3. Extent to Which the Prooosed Pesticide Uses are Part of an Integrated 
Pest Management (IPM) Program 

Spore levels of the Mycosphaerella pathogen are regularly monitored 

by field agents of four Windward Island Banana Growers Associations. Levels 

are interpreted by a plant pathologist employed by the Windward Islands Banana 

Growers Association (WINBAN), ~n.organization which acts as a central coordina­

ting body for the banana industry of th~ Windward Islands. Spray applications 

of fungicide are made in accordance with the occurrence of Sigatoka disease 

cycles. Around 9 to 12 cycles occur annually on the Windward Islands. Monitor­

ing of pest levels is one of the tenets of IPM. 

Adjustment of plant populations, in accordance with site quality and 

nutritional regime and directed toward alleviation of crowding, is a cultural 

practice that reduces disease development because of decreased humidity. Proper 

plant spacing also permits better spray coverage. 

Sanitation, including removal of Sigatoka infected leaves or leaf tips, 

and destruction of banana plants taken out of production or on abandoned farms, 

provides a measure of inoculum reduction. Sanitation is not now considered 

practical in the Windward Islands because of the large number of IIhouse bananas" 

and small farms, yet its implementation could result in the reduced need for 

aerial spraying. 

4. Proposed Method or Methods of Application, Including Availability 
of Appropriate Application and Safety Equipment 

The Dominica Banana Growers Association (OBGA) purchased an Ayres 

Turbo Thrush airplane early in 1981 for aerial application of fungicides to 

bananas. For applications from the ground, motorized backpack mist blowers are 

available and used. Specialized safety equipment is not needed or used when 

apply-j n9 oil, benomyl, or mancozcb because of the; r very low Dreier of toxi city 

to mammals by the oral, dermal, or inhalation route. Oil is considered a "safe" 
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pest-icide and requires only the signal word "caution ll on its container. BenClmyl 

. has an oral LD50 which exceeds 10,000 mg./kg.; mancozeb's oral LD50 exceeds 

7,500 mg./kg. Like ·oil, the sigr~l word "caution" is required for both benomyl 

and mancozeb. 

5. Acute and Long-Term Toxicological Hazards, Either Human or Environ­
~ental, Associated with the Proposed Use, and Measures Available to 
Minimize Such Hazards 

The pesticides requested are regarded as safe when applied in accord­

ance with manufacturers' instructions. All but a small portion of the banana 

acreage involved will be treated by air at a dosage of only about 1~ gallons 

(U.S.) of oil-fungicide per acre. 

6. Efficacy of the Required Pesticides for the Proposed Uses 

See Secti on I!. 

7. Compatibility of the Required Pesticides with Target and Non-Target 
Ecosystems 

The pesticides used are expected to have no significant adverse effects 

on target or non-target ecosystems. 

8. Conditions Under Which Pesticides are to be Used, Including Climate, 
Flora, Fauna, Geography, Hydrology, and Soil~ 

Dominica lies at the northern end of the Windward Islands chain of 

the Eastern Caribbean·, u~~ween the French Islands of Guadeloupe, to the north, 

and Martinique, to the south. It is the largest of the Windward Islands, roughly 

rectangular in shape, and is 29 miles long and 16 miles wide. Its total land 

area is 290 square miles. Dominica's population is 83,000. 

Soils on the island are volcanic in origin, rich and porous. About 

75% of Dominica's farms are less than 5 acres in size. There are 12,000 acres 

in bananas, about 8,000 in coconuts, 4,000 in citrus, 20,000 in other orchard 

crops, and 4)500 in grassland. Forests occupy about half the island) consisting 
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Considered the most ruggedly beautiful of all the West Indian islands, 

Dominica's higher mountains reach an elevation of nearly one mile. It has a 

cl imate char-acterlzed as Inaritime tropical, and its temperaturf~S are ITIIJderi1tecl 

by sea. brt:ezes, f'lumerous s tteams fl ow tn Hie 52':1 -rrnrr thfl hi gher e 1 evatirlns. 

Catchmr..,t of water ie, C! prcL.'!0f1l, theref(J('I' rr~s-:'; pptl.lbje \'i:\tr;:-- is prov~-~;;d Ilj 

9. Availabilitv and Effecti,eness of O~~~r Pesti' ~des or Non-Chemical 
("antral Me"I;·Yl0ds---------a

-- - ---

Bordeaux m-j xture, mane:';', ::tn·~ Z 1 W"_ _ "e£~ steY'ed, and have been used 

for~ Sigatoka control 0/1 bananas but tbe~e have been displaced by benomyl. As 

noted earl ier, mancozeb is i'equested as a "back-up" material to benomyl. No 

non-chemical control method, by itself, is sufficient to keep Sigatoka in check. 

(See Section 111-3). 

10. Requesting Country's Ability to Regulate or Control the Distribution, 
Storage, Use and Disposal of the ReqUired Pesticides 

Dominica has a Pesticide Control law, with regulations to cover regis-

tration, labelling, recommendations, storage, application, residues, worker 

exposure, and environmental impact. Apparently the law has not been enforced, 

for few private sector firms have been importing pesticides. 

The DBGA, and Dominica Division of Agriculture, are the major users 

and storers of pesticides. A hurricane contingency plan needs to be developed 

to prevent stored pesticides from being washed out to sea. 

11. Provisions Made for Training of Users and Applicators 

None. Nearly all quantities of the pesticides required will be applied 

by one or two skilled pilots. Pesticides required have very 10\'1 mammalian and 

environmental toxicity. 

jmenustik
Best Available
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F'r.:.- C0SC rei:..:jons~ it wi J1 not be in the intere~ts of the DBC to U5e 

requirA'~ i-,estH;:'0'2S at ,my times except when disease cycles are imminent, as 

cetr:: '(1Tdr:ed ~y inoculum monito : ing. For its o\'ln protection, DBC should begin a 

bioassay 8ffort io detennine the possible occurrence, anrl levels of, benomyl 
-

i · ;~ ~. istant sb':li ;'lY~ of S'igatoka. 

IV. RECOMHENDATIONS 

D:>minica's rich wildlj_fe resources will be exposed to pe.;;;ticides 

sprayed by aircraft and by their llornal presence in tbe treated banana pl<:!nta·-

tions . \Vhi.le the toxicity of pesticides to be used by AID is ION, there is 

still a p:>tential for an adverse impact on th2 wildlife, eSP2cially t..~ l?irds. 

The project will spo--nd up to $5,000 to nonitor this p:>tential 

adverse irrpact. A local conservation group, such as the Caribbean Conservation 

Association, \'nll provide such nonitoring and rrake recomrendations during the 

course of b'1e project on better ways to protect the wildlife while allCM'in';J 

for increased banana productinn. 
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A major component 0 restructuring which is to take place within the 
Dominican banana industry \, .. be the privatization of the Dominica Banana 
Compan,)" s boxing plants. It is anticipated that many of these who will become 
involved in this activity of the industry as private contractors will need 
train ing and assistance in running independent busi nesses. 

2. Obj~~ti ve 

To achieve a situation within the banana industry in Dominica in which 
the boxing of bananas is overwhelmingly a private sector opp.ration, and which 
is carried out at high levels of efficiency. 

3. Consu1tant ' s Responsibilities 

Withi n the framework of the pi"i vati zati on ptogram whi ch is to be 
authorized by the Board of the DBC, the consulta~t will be responsible for 
ensuring that all potential contractors have a fair opportunity to present 
competitive submissions for the award of contract and that those chosen 
receive all reasonable management assistance to make a success of their 
contracts. 

Specifically, the consultant \'Iill: 

(a) identify, in relation to each pl::~ listed for privatization, 
each group or individual with an inter~st in operating the 
boxing plant; 

(b) facilitate the formation of groups - as cooperatives or in 
other organizational structures - which have an interest and 
skills to becoming boxing plant contractors; 

(c) encourage each interested group or il,dividual to prepare and 
submit a proposal fOI~ the award of contract and, where necessary, 
provide assistance i~ the preparation of these proposals; 

(d) assist the Contractor Selection Committee of the DBC, by way of 
the provision of information, in their evaluation of the competi­
ti ve proposals recei ved from prospecti ve cont rr.;.tors ; 

(e) in the period between award of contract and commencement of 
operations, assist th~ contracto~s to plan and institute the 
administrative and management systems which will be required; 

(f) following the commencement of operations by contractors, 

i) monitor the financial status of the operations; 

jmenustik
Best Available



ii) provide any advice and traininu required in relation to 
the maintenance of adequate financial records by the 
contractors; 

iii) review management policies and practices with the 
contractors on a regular basis; and 

iv) provide management advice where required; 
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(g) provide advice to the DBC Operations r·1anager on the various aspects 
of DBC operations which affect the operations of the boxing plant 
contractors; 

(h) report to the General Manager, on at least a monthly basis, on the 
progress achieved during the reporting period and on any other 
issues which in any way affect the success of the privatization 
program; and 

(i) provide written reports to the RDO/C in Barbados at the end of 
each quarter, recording progress achieved and highlighting any 
problems encountered in the execution of the privatization 
component of the resty'ucturing program, and any other aspect of 
the banana industry as appropriate. 
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The Windward Isla~d banana industry is facing insolvency and will require 

some refinancing, as well as strengthening of its present organization, if it 

is to survive in viable form into the future. While the present situation 

was brought to a point of confrontation by a long and steady drop in the 

exchange rate (EC$ to b), ample time was available to assess its im~a~t, and 

viable alternatives to the course events have been allowed to follow were 

available and could have been implemented. We were deeply concerned over the 

"business as usual" attitude which appeared to prevail among those interviewed 

and the willingness to accept the view that forces external to the industry, 

and therefore out of its control, were the major cause. In part we attribute 

this attitude to the unbelievable fact that the financial control system of 

the industry had not identified a financial crisis prior to the Winban/PMMC 

auditing review of early August, carried out in support of our visit. We 

also attribute this attitude in part to the decision making system within the 

industry, in which accountabllity is so murky that no effective responsibility 

structu~e exists. A subtle game of shared responsibility is played between 

BGA Management, BGA Boards and Island Governments to the point that divided 

responsibility is essentially no ultimate responsibnity. 

Throughout the industry there is an absence of the relevant timely flow 

of information from management required for responsible decision making by 

growers, Boards and Governments. Costs in general are not known and are out 

of control. Often misinformation due to a total lack of information by design 

and by default, is the rule. The grower, whose interests all parties (Manage­

ments, Boards, and Governments) feel they are responsible for guarding, is the 

-------------------------------
1/ Source: Review of vJindward Islands Banana Industry's Financial and Economic 

Status, August, 1981 and Principal Technical Assistance, Funding and 
Organ i zati ana 1 Requi rements for Fi nanci a 1 Recove ry Under Chang; ng Market 
Condit ions. Prepared by Arthur D. L ittl e, Inc. - November 1981 Arthur D Little, Inc. 
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last entity to receive information or an exploration of the situation. It is 

this claimed sense of responsibility that has resulted in a concerted effort 

by the island Governments to gain control of BGA boards, witllout having clear 

firm policies on the industry. 

Managerial weaknesses, and particularly financial management weaknesses, 

are probably the major cause for the occurence of the situation described 

above, as will become evident in the report. This lack of management strength 

has allowed the industry to concentrate more on techniques for maximizing 

production rather than on stabilizing the industry's profitability. Financial 

policies adopted have resulted in the unauthorized expenditure of grower/donor 

funds held in trust. Managerial weaknesses are not new and have been well docu-

mented in the past. We note that in 1975, St. Lucia and Dominica were refused 

loans from the Caribbean Development Bank (COB) totaling approximately $1,000,000 

due to BGA unwillingness to accept conditions relating to oY'ganizational change. 

In a 1976 report to Winban by ULG consultants, The Windward Islands Banana 

Industry, many of the weaknesses and problems which prevail today and have 

contributed to the impending insolvency, were identified and solutions were 

recommended. Yet implementation action is still lacking today. 

In a private sector insolvency of the nature present in Dominica and 

St. Lucia, a court appointed Trustee in Bankruptcy would customarily be 

appointed to furnish the necessary leadership for effectively dealing with 

the crisis at hand. In this situation it does not appear likely to us that 

creditor action will bring about court intervention. Therefore, we believe 

the leadership vacuum which exists will prevail and a patchwork of short-term 

Arthur I) Little. Inc 
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decisions will be made, robbing the industry of any potential that may exist 

for long-run viability. 

Considering the hazardous financial situation of the industry, the pro­

gressive development of the following scenario could easily take place: 

1. Production and productivity levels decrease as the procurement 

and supply of ferti 1 i zer and other i nruts by BGA I S dry up. 

Meanwhile, scarce funds continue to be directed toward main-

taining grow~r payment levels and BGA operating costs. 

2. Grower margins continue to be squeezed, prompting the larger 

growers, who account for 40-45% of production and face high 

labor costs, to abandon their fields, laying off increasing 

numbers of workers. 

3. As production falls, the fixed costs per pound of banan~ packed 

and shipped will rise at an increasing rate, squeezing the margin 

of the small and medium farmer. 

4. The quality and size of shipments become unacceptable to Geest 

and regular shipments are reduced. 

5. The supplies of Windward Island fruit become sporatic, so that 

the UK government finds it increasingly difficult to retain 

the protected market status, without which the industry coilapses. 

Rather than concentrating on treating the symptoms, that is,solving 

each of the problems encountered, this report concentrates on the requirements 

for the industry to achieve an acceptable and financially viable condition. 

These requirements imply objectives, which in turn suggest strategies and 

programs. Once the requi rements for the industry have been i denti fi ed it is 

Arthur D little, Inc. 
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possible to set priorities for all participants in the industry in order to make 

recommendations for necessary management and financial structures. 

The first requirement is to establish some industry leadership. In our 

judgement. Winban represents the logical base from which crisis leadership 

can come. The effectiveness of Winban in this role will first require BGA 

(industry) acceptance of its crises intervention authority. In addition, 

Winban will require some modifications in the composition of its professional 

staff, as well as short-term technical assistance to 'l'lcrease its capability 

commensurately with its expanded role. 

Simultaneously the industry must confront two basic decision areas 

impacting on long-term performance. The first concp.rns BGA finances and the 

conflict between decisions based on the integration of business, financial and 

economic factors, as compared to decisions based blindly on socio-political fac-

tors. This conflict is particularly strong with respect to the minimum or floor 

price to be paid to growers. in addition it concerns the BGAls reaffirming 

their respect for the fiduciary trust concept, and turning their present 

banking and trust functions over to financial institutions, while concen-

trating on the physical marketing of production. 

The second issue relates to the cost effective allocation of the 

limited resources available to the industry. This will require the 

prioritizing of possible action steps by adopting the concepts oi strategic 

management. Simply, this means that industry management must adapt its 

priorities and activities to the strategies which are most important in 

achieving principal industry objectives. (This approach focuses on the 

banana industry as a total system rather than as a set of interrelated 

subsystems. See table 1). 

Arthur D little, Inc. 
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EXAMPLES OF OPERAT IONAtJ)J [1 C I ENC I J:~_JP~_~I!!')J:P_~JTH} ~~~N~NA 
INDUSTRY SUB-SYSTEMS WHICH MAY MERIT FURTHER STUDY AS THE 

INDUSTRY REGAINS ITS FINANCIAL STABILITY 

Input Procurement 

• Inadequate funding 

e Inadequate distribution of inputs 

• Excessive number of out-of-stock 
situations 

Production 

• Permanent ratoon crops 

• Husbandry/extension service quality 

• Land tenure 

• High labor costs 

Harvesting/transport 

• Quality control 

• Scheduling 

• Operating Management 

Production Marketing 

• Single product/single market 
constraints 

• First market price set at the 
retail store 

• High cost packing materials 

lnd_~stry Manilgeme!!l 

• Responsibility Definition 

• Forward planning 

• Integrated, standardized 
information systems 

• Price stabilization 

• Disaster planning 

• Credit extension 

• Production forecasting 

• Disaster Planning 

• Shipping arrangements (Geest) 

• Research 

Arthur I) Little, Inc 
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In addressing these two sets of conc~rns the industry should focus on, 

what in our judgment is its principal objective, that of regaining and 

maintaining industry financial health, over the medium term (5-7 years), 

under changing market conditions. Considering the expected increase in 

market competition as production in other producing countries increases+! 

and the comparative disadvantage, relative to these countries, faced by the 

Windward Islands due to high production costs, it would be u~realistic to 

state as an objective the realization of viability over the longer term or 

higher profits across the board. 

Attainmer't of this objective would benefit the major industry participants. 

The Windward Islands would benefit from the political stability gained by the 

preservation of ~ major source of foreign exchange and employment. Banana 

growers and the labor they employ would benefit from an assured albeit modest 

source of cash income. Geest would benefit from a continued supply of fresh 

fruit tailored to its market. Industry creditors could refinance outstanding 

loans and re-incorporate a major industry into their financial activities. The 

international donor organizations would be able to focu~, loan and grant priorities 

to other sectors without fear of precipitating a major industry collapse. BGA and 

Winban management would have clear goals and feedback on' their performance. 

There are four major requirements which the industry must (fleet, to 

stimulate the complementary actions characterizing the financial 'stability 

status of the principal objective to be focussed on, These requirements 

and complementary actions are: 

11 World Bank IRF Scheme, July 1980, and recent news report about Standard 
Fruit and the Government of Jamaica undertaking a joint venture to increase 
production by 170 thousand tons per year. 

Arthur D little, Inc 



1. Production levels are maintained at close to present levels, 

allowing for a constant or growing volume of Windward Island 

fruit on the UK market. As a result, 

a. The UK is encouraged to retain the protected market 

status for Windward fruit. 

b. Socio/po1itical stability in the Islands is preserved 

as the employment and foreign exchange eal'nings provided 

by the industry are maintained. 
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c. Geest's confidence in the continuity of supply is restored 

and continues to provide regular shipping service. 

d. The industry can establish a system of scheduling and 

estimating production involving grower participation. 

e. Alternative uses and markets for rejected fruit are 

developed, particularly through processing. 

2. Industry operating costs are trimmed and maintained in line 

with f.o.b. revenue levels, such that: 

a. The price level to the significant grower is high 

enough in the short run and predictable enough to warrant 

continued cultivation and harvesting. 

b. The yearly peak of the price level is high enough in the 

longer run to warrant continued cultivation and harvesting. 
I 

and improved production and harvesting methods. 

3. The quality of fruit as delivered to the UK market continues to 

improve. As a result, 

a. GNP rises as sales of premium fruit increase. 

Arthur D little, Inc. 



b. A dual price system is established which provide:; an 

incentive to control quality from the field to the dock, 

raises the volume "shipped" by reducing rejects and 

losses, and reduces unit costs. 

c. The industry's marketing opeY'ation becomes more cost 

effective. 
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4. Industry management re-establishes its financial responsibility. 

As a result, 

a. Trust accounts are established and maintained separately. 

b. Books are kept current. 

c. The market is maintained and reserves are built to deal 

with foreseen and unforeseen problems. 

d. Accurate and uniform records on operations and costs 

are established and maintained. 

e. A collection program for loans outstanding is established 

and enforced and a debt repayment program is undertak~n. 

1.4 Technical Assistance, Funding and Organizational Requirements 

Ten priority programs have been identified as providing the basis 

for industry's financial recovery. A first priority is the establish-

ment of the Donor and Grower Input account as a means of ensuring 

that the input revolving fund monies are not dissipated into operating 

expenses and can be used as a means of !;upporting the industry's input 

requirements. Donor insistence that the terms of the grant agreement 

are respected is key to this effort. Funding requirements from outside 

the industry should not be required, and the organizational requirements 

are detailed in Section 3.3. 

Arthur D 1 jttle,lnc. 



Second among priority programs is the establishment of a premium 

fruit program, which can increase annual rev~nue to the industry by 

some $8.8 m. Details for the establishment of this program will require 

negotiation by Winban and Geest, possibly with input from BOD advisors 

at Winban. Some reorganization may be required in the handling of fruit 

packing. The cost of any modification at present packing stations would 

probably have to be donor funded. 

Third among priority programs is the introduction of a double~layer 

field box which could increase revenue to the industry by some $6.5 m 

dollars by raising the salable proportion of fruit harvested. Capital 

cost of boxes would have to be funded from outside the industry. 
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Fourth among priority programs is the introduction of a 39-lb carton 

and the resourcing of supplies as a first step in containing BGA operating 

cost increases. A study of both the effectiveness of this box and the 

resourcing possibilities will be requried. Some reorganization of pack-

ing methods may have to be considered. The funding for this change would 

have to come from outside the industry. The savings to the industry could 

reach $5-10 m dollars per year. 

Setting up a program to skew production toward high price periods is 

a fifth priority, which could generate some $4.6 m in extra revenue. It 

is clea: that achieving this priority will not necessarily be quick and easy, 

nevertheless getting more of the small infrequent growers into the high price 

periods will increase revenue and income with little cost change. 

Sixth among priority programs is finding productive uses for rejected 

bananas and determining means of adding value to the present production. 

This could offer alternative markets to the industry as well as alleviate 

Arthur D little, Inc. 
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some of the time pressure presently found in the marketing of fresh fruit. 

A study of alternatives and funding would have to come from outside the 

industry. 

Providing Winban and BGA boards with sufficient volume and price in-

formation to allow for meaningful GMP negotiation is a seventh priority, 

which can be achieved in part by requiring grower production forecasts 

with rewards and penalties. Just in savings from left-back and shut-out 

fruit, there are some $301 to be to be reaped. Tying field box and fertilizer 

deliveries to information on production estimates could produce forecasts 

o~er 2-week, 3-month and 6-month periods. No direct donor action is required. 

An eighth priority program is the identification of labor savings 

practices in the production of bananas. The trade offs of capital/lab0\' 

would have to be evaluated by Winban, possibly with additional input from 

donor funded technical assistance. This program would directly benefit 

larqe growers who are most exposed by low price to abandoning production. 

The placement of management advisors in each of the BGA's is seen 

as a ninth priority program which will require donor funding. It is 

important that these advisors be assigned as counterparts to BGA general 

managers and maintain a continuous liaison activity with Winban. 

A tenth priority is the establishment of crop diversification progr(lms 

and an extension service for the total agricultural sector in the Ministry 

of Agriculture. This will give these programs a more integrated impac~ and 

will reduce the cost burden to the industry of supporting its own programs. 

This will give BGA's the opportunity to reduce functions/services and thus 

operating costs. Donor assistance will be required in rebudgeting extension 

subsidies to integrate these activities into one service. 

Arthur D Little, Inc. 
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Funding from outside the industry will be required to set up grower 

payment levels set by a moving average method. Funds will also be ne~ded 

to bring all industry books up to date and establish within the industry 

the capability to do this on a continuing basis. Funding may be required 

to cover pr0jected deficits of BGA's while the Donor/Grower Input Account 

is fully established. All of the latter funding requirements can only be 

determined after reviewing the accounts of the BGA's as they presently 

stand. This activity should be easily carried out by the industry auditors. 

Arthur [) little, inc 



DOMINICA BANANA COMPANY 

PRO.JECTED CASH FlOW STATEMENT - ASSUMPTIONS]J 

1) ~xport Tons 
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Increases assumed to come predomi nantly through increased avail abil ity 
of fertilizer, improved spraying, and normal recovery from hurricane 
reduced levels. Tonnages ar~ st"lll well below historic highs and are 
in line with wINBAN estimates. 

2) Geest Price 

The EC Dailar prices used are based upon c~~se provided by WINBAN which 
made projections of the (Sterling) Green Market Price over the period to 
mid-1985. The Dollar/Pound exchange rate has been assumed to be constant 
at $1.80:1 Pound throughout the period. 

The projected rate of increase in the GMP incorporated into the WINBAN 
estimates is approximately 10%. This rate has been applied through to 
the end of the period for which project.ions have been l'lade, and is in 
line with the historical pattern. 

3) Other Income - COB Loan 

It is estimated that in the first two quarters of the project period 
there will be small drawdowns against the residual of the most recent 
loan. 

- Growers I Accounts 

Growers who have already received field boxes are now making repayments. 
It is anticipated that the British Government will provide, as a Grant, 
a second consignment of boxes. These boxes will also be sold to growers 
by way of a levy against banana sales or for cash. 

4) Pf.ckagi ng - Cartons and Other Materi al s 

A base cost of EC$253.12 per ton has been assumed for the commencement 
of DBC operations. This estimate originated with C & L, who have been 
monitoring DBGA performance. Current wastage has been estimated at 10% 
- the cash flow projections anticipated a halving of the wastage rate 
over the first six quarters of operations. The unit cost of cartons has 
been assumed to rise by 5% on January 1st, 1983 and 1984 and by 10% 
thereafter. It should be noted that the first quarter projection includes 
an additional EC$264,218 which is the amount calculated to be the cost 
of two weeks supply of cartons, the minimum which should be kept on-hand 
in order to avoid shortages at critical times. 

1/ All prices quoted in these nssumptionH are in EC$ which were converted to 
U.S. Dollars for the cash flow statement nt US$1o:EC$2.69. 



- Other Carton Expense~ 
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-:-hi s item incorporates payroll, trctilSport stevedori ng and handl i ng, none 
of which will be significantly affected by any economies made in the use 
of materials. The item has, therefore, been assumed to increase at 10% 
per annum. 

5) B0xing Plants - Fixed Costs~-OBC; - Variable Costs--OBC 

It has been assumed that privatization will be progressively introduced 
into boxing plant operations so that by the beginning of the last quarter 
of 1984, the importance of DBC boxing operations will have been reduced 
by 90%. At the sa~ time, it is recognized that the plants which are the 
easiest to operate will be the first to be privatized and that the boxing 
plants which L" 'n the responsibility of the DBC are likely to be the 
least efficient. The efficiency of DBC boxing plant operations has 
therefore been reduced so that by the last quarter of 1984, fixed costs 
on company operated plants have risen by 50%. Inflation in unit costs 
has been estimated at 5% for the fixed cost item. No inflation has been 
assumed for variable costs as it is believed that improvements in manage­
ment in the DBC will have an impact which would at least offset the 
inflation increase. 

- Contract Cost 

Private operators currently box 11% of total exports at EC$0.03 per lb. 
These operators are mainly large growers packaging their own production. 
Contractors using existing boxing plants may have somewhat higher costs, 
so for the purposes of these projections Contract costs have been assumed 
to be EC$0.04 per lb. in 1983, increasing at 10% per annum thereafter. 

The volume of exports originating from Contract boxing plants is antici­
pated to rise from a base of 11% to 91.1% (89 x 0.9) over a period of 24 
months. 

6) Leaf Spot Control - Chemicals 

The base cost used is the C & L estimate of EC$156,400 per month. 
Improved inventory control and other reductions in wastage are antici­
pated to reduce the quantity of oil requi red by 10% over a two year 
period. Unit costs of chemicals arc estimated to rise by 7% per annum 
in each of 1983 and 1984 and by 10% per annum thereafter. 

- Other Costs 

Some improvements in operational efficiency are expected in ground spray­
ir.g operations (about 40% of the total area). To allow for these, the 
increase in unit costs (inflation rate) has been held down to 5% for the 
first two years and 10% thereafter. 



7) Administration - Salaries 
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The C & L estimate of EC$110,000 for the last quarter of 1982 has been 
increased at 10% per annum, effective January 1st, in each subsequent 
year. The Executive Chairman or General Manager, is included at an 
EC$60,000 per year base. 

- Other Expenses 

The C & L base has been inflated by 10% per annum. 

8) Field Operations 

C & L base figure inflated by 10% per annum. 

9) Vehicle Operations 

C & L base figure inflated by 10% per annum. 

10) Insurance 

C & L costs used with 20% annual progression incorporated in first two 
years 1983 and 1984, to take account of any capital development program, 
as well as impact of inflation on replacement values. Ten percent infla­
tion assumed from 1985 onwards. It should be noted that a large propor­
tion of the DBC's fixed asset stock will be leased to boxing contractors, 
in which case the associated insurance costs should be recovered within 
the lease payments. However, no account has been taken of this cost 
recovery in this item. 

11) WINBAN Levy 

This levy has been assumed to remain constant at EC$0.004 per lb. 

12) ~xport Tax 

Assumed constant at EC$0.0024 per lb. 

13) Interest on Overdraft 

It is anticipated that the DBC will operate with a total overdraft limit 
of EC$l million which, on average, will be 85% drawn down. Eleven per­
cent per annum interest has been assumed. 

14) Geest Loan Repayments 

These are payable at a fixed rate against exports. It has been assumed 
that no repayments will be made from January 1983 until April 1984. 



15) Other Loan Repayments and )!~ter_e_~t 
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In the period to 1985, these are limited to the commitments under the 
two COB loans which are held. From 1985, repayments are assumed against 
all the other long-term loans which will be held by the DBC. 

16) Trade Creditor Reduction 

It is believed that the current level of trade creditors is not sustain­
able if the DBC is to operate as a commercially viable organization. A 
reduction of EC$1 million is therefore anticipated in the first five 
quarters of the project; though this will reduce trade creditors to 
approximately EC$60,000, excluding Geest. This is considered to be a 
reasonable level for nonnal operation, representing just under one 
month's average carton costs. 

17) Purchase of Fixed Assets 

Apart from a small amount required for the replacement of vehicles, the 
fixed assets to be purchased relate almost entirely to an expansion of 
DBC capability. The components of the program are shown below. 

Capital Expenditure (EC$OOO) 

1982 1983 1984 
4 1 2 3 4 1 2 3 4 

Vehicles 35 40 

Inputs Storage 50 56 

Boxing Plants 100 100 200 200 

TOTAL - - 35 50 56 100 140 200 200 

18) Proposed Payments to Growers 

Payment s to growe rs a re to be those amounts whi ch are considered to be 
financially prudent, given the cash flows of the company. The followi~g 
schedule of payments, inclusive of the 4¢ per pound which will be deducted 
as a prepayment for inputs. ;'S considered prudent during the first two 
years, given the other assumptions. From 1985 onwards an annual increase 
of 10% has been assumed. It is believed that these estimates, which have 
been reviewed through comparison with separate estimates prepared by 
WINBAN, will be acceptable to growers while maintaining desired produc­
tion volumes. 
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EC¢ Per Pound of Bananas 1983 1984 

January 18 19 

February 18 19 

March 18 19 

Apri 1 19 21 

May 20 22 

June 21 23 

July 22 24 

August 22 24 

September 21 23 

October 19 21 

November 18 20 

December 18 20 
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TABLE 2: DBC CASH FLOW COVERAGE 

(US$ ) 
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DONOR ASSISTANCE CASH FLOW 
CASH FLOW 

SURPLUS/(DEFICIT) USAID BDD NET 

(483,205) 37,175 371,747 (74,283)11 

(481,056) 180,297 371,747 70,988 

(116,840) 176,580 371,747 431,487 

(149,753) 176,580 258,736 285,563 

(175,371) 174,721 650) 

(332,324) 182,156 (150,168 ) 

63,899 180,297 116,398 

129,969 182,150 52,181 

79,245 22,044 (57,201) 

(307,408) (307,408) 

303,788 303,788 

402,442 402,442 

192,050 192,050 

1.312,000 1,473,977 

1/ This can be absorbed either through earlier input of 
- USAID spray oil assistance, or through reduction in 

the $74,349 which was shown to be paid to trade 
creditors in the fourth quarter of 1982. 

CUMULATIVE 

(74,283) 

( 3,295) 

434,782 

720,345 

719,695 

569,527 

685,925 

738,106 

680,905 

373,497 

677,285 

1,079,727 

1,271,777 



ll\B! L :\ : OO1INICA BANANA GROWlRS ASSOCIATION 
BALANCE SHEET 

AS AT JUNE 30, .1982 

ASSETS 

CASH - Unrestricted 
Restricted 

USAIO/BDD INPUT REVOLVING FUND 
ROYAL BANK - Carton Revolving Fund 
JlCCOUNTS RECEIVABLE - Staff 

GROWERS ACCOUNTS 
Other 

- USAIO/BDO Scheme 
Other 

PROVISION FOR DOUBTFUL ACCOUNTS 

INVENTORIES 
INVESTMENTS 
FIXED ASSETS 
ACCUMULATED DEPRECIATION 

TOTN... ASSETS 

UABILITIES 

US$OOO 

BANK INDEBTEDNESS - Royal Bank of Canada 
National Commercial Bank 

LOANS - Royal Bank of Canada 
Caribbean Development Bank 
Borclays Bonk International Limited 
A.I.D. Bank 
Dominica Social Security 
Government of Trinidad 
Co-operative Credit Union League 
National Commercial Bank 

CREDITORS - WINBAN 
- Trade 

PREPAID FERTILIZER SCHEME 
ACCRUALS/ACCOUNTS PAYABLE 

TOTAL LIABILITIES 

CAPITAL DEFICIENCY 

$ 41 
121 
478 
630 

1,269 
186 

1,295 
394 

376 
60 

1,744 
2.420 

799 
200 
182 
287 
108 

56 

ANrIEX C 
[xhibi l :1 
Pcl<J(1 II (II ~) 

$ 323 
61 
17 

139 

1,084-

524 
55 

$3,105 
-----

436 

• J 5,795 
207 

1,f68 
314 
303 

8,223 
-----
5,118 
-----

• 

• 

': . 

• 



TABLE 4: PROJECT SENSITIVITY ANALYSIS: EFFECTS OF CHANGES IN ASSUMPTION 
ON PROJECTED CASH FLOW DEFICIT 

(US$ 000) 

YEAR 1982 
QUARTER 4 

l. Cash Flow Deficit as projected in the 
base ease (see Table ) . (372.5) 

2. Cash Flow Deficit as projected assuming 
a 5% fall in revenue from base easel!. (484.5) 

Percentage Increase in Deficit 30% 

3. Cash Flow Deficit as projected assuming 
10% increase in price of cartons (rather 
than 5~) and 5% LOP reduction in wastage 
(rather than 10%). (372.5) 

Percentage Increase in Deficit 0% 

4. Cash Flow Deficit as projected assuming 
a 5% fall in the projected tonage of 
banana exported. (400.4) 

Percentage Increase in Deficit 7% 

11 See Annex C , Exhibit 1 , for a full explanation of the 
assumpti ons fl1ade in the projected Cash Flow Statement 
which serves as the base case 
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