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May 21, 1974
PART ONE - SUMMARY AND RECOMMENDATTONS

A. BORROWER

The Borrower will be the Republic of Haiti (GOH), acting through the
Department of Agriculture, Natural Resources, and Rural Development
(DARNDR), the Department of Finance and Economic Affairs (DepFin), and
the National Bank of the Republic of Haiti (BNRH). Responsibility for
project execution will be assigned to two specialized agencies of the
DARNDR, the Institut Haitien de Promotion du Cafe et des Denrees d'Ex-
portation (IHPCADE) and the Bureau de Credit Agricole (BCA).

B. AMOUNT OF THLE LOAN

The loan is not to exceed $6,000,000, of which $550,000 may be spent
for approved local currency costs. 1/

C. TERMS

Forty years, including a grace period of ten years, at 2% interest
during the grace period and 3% thereafter.

D. PURPOSE OF THE LOAN

The proposed loan is intended to assist in the execution of a five-
year small farmer coffee production program. The program seeks to in-
crease the income and standard of living of the Haitilan small farmer
through increased production of improved coffee. This increased pro-
duction is also expected to result in significant improvements in the
Balance of Payments and revenue accounts of the GOH.

The program seeks to establish a delivery system whereby a package
of improved technology, fertilizer, credit, and training may be channel-
ed to the small farmer. Complementary goals are the capitalization of
a small farmer credit fund and the establishment of small farmer cooper-
atives.

The program represents a significant increase in the annual GOH in-
vestment into the agricultural sector.

1/ Gourde = $0.20 U. S.



ii

E. FINANCIAL PLAN

Consolidated Financial Plan Summary
(US $000)

1974-75 1975-76 1976-77  1977-78  1978-79  TOTAL

GOH:
LC 129 236 395 518 722 2,000
FX - - - - - -
AID:
LC 250 300 - - - 550
FX 336 644 957 1,405 2,108 5,500
TOTAL 715 1,180 1,352 1,923 2,830 8,000

F. BACKGROUND

The proposal upon which this project is based was originally developed
by personnel assigned to IHPCADE in 1970. The written introduction to that
proposal gave emphasis to the economic importance of coffee to both the
gross Haitian national product as well as to the 371,000 small producers
for whom this product provides their main source of income.

The five-year plan for the agricultural sector of Haiti (1971-1976)
published by CONADEP in 1971 included the IHPCADE proposal and placed
the highest priority on the implementation of the project during the
period covered by the plan.

The IHPCADE project apparently remained dormant until 1973, when a
joint IDB/FAO project identification survey team brought it to the atten-
tion of AID in October of that year. In their opinion the coffee product-
ion proposal was the best agricultural project that the team had uncover-
ed, and in fact the only one in the rural sector that could probably be
implemented without engaging in further in-depth studies. They also ex-
pressed their belief in IHPCADE's institutional strength. IDB reported
to AID that because of the sensitive nature of the commodity output of
the project within the South and Latin America community, coffee had
been excluded from the list of crors eligible for loan assistance. The
IBRD likewise reported that for the present they had little interest in
considering for financing the IHPCADE proposal.
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An AID independent investigation of the project confirmed the DB/
FAO appraisal, and also confirmed the fact that the Project goals were
in fact oriented towards increasing small farmer income. In November
1973, USAID/Port-au-Prince presented a preliminary IRR to AID/W, which,
though not approved in its original form, did bring into sharper focus
the importance of the proposal and resulted in the authorization to pro-
ceed to revise the preliminary IRR.

A revised IRR was prepared in early January with the assistance of
a special team from AID/W reinforced by one coffee horticulturist of

in mid-February and Preparation began for the intensive review which
was completed in early May. (See Annex T » IRR Cable)

This CAP includes the inputs not only of USAID/Haiti and AID/W ex-
pertigse but also assistance from the International Coffee Organization
(ICO), Credit Union National Association (CUNA), and the Interamerican
Institute for Agricultural Sciences (IICA). It includes a major input
from the GOH from beginning to end and in the final analysis still
follows closely the original project design prepared by IHPCADE in
1970.

G. INTERESTS OF OTHER FINANCIAL AGENCIES

The ExIm Bank, IDB and IBRD have indicated no interest in financing
this project. Other free world financing is not available on reasonable
terms.

H. STATUTORY CRITERIA

All Statutory Criteria of the U. S. Foreign Assistance Act of 1961,
as amended, have been met. (See Annex II )

I. COUNTRY CLEARANCES

part of the team's top priority in the rural development sector with

J. ISSUES

The major issue within the program that still requires further dis-
cussion is the size of small Haitian farmer to be covered by the pro-
gram. Table I provides evidence that in 1950 only 11% of the coffee
farms in Haiti were over 6 ha. It 1s natural to assume that with the in-
heritance process and population pressure, this distribution has further
worsened. The biggest coffee farm in Haiti, to our knowledge, 1s no more
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than 35 ha. aud only 20 or 30 farms of an estimated 371,000 are esti-
mated to have wore than 15 ha.

AID has had extensive consultation with the GOH on this issue, in-
cluding a discussion at the policy level with the Ministers of Agri-
culture, Finance,and Commerce, and the Head of the BNRH. The clear
desire was to concentrate available resources at the lower level. The
subsidy program will be limited to 6 ha., i. e. no farmer will receive
subsidies on more than 6 ha. of coffee. The issue remaining then is
whether the program will provide credits to farmers for fertilizer, at
full value, for use on any additional hectares in coffee.

The GOH is of two minds. On one side they wish to husband their re-
sources for application to those farmers who most need the subsidy and
credit assistance. On the other, they recognize that substantial gains
in production can be made on the somewhat larger farms more easily.

Our discussivns to-date have resulted in the compromise course of
action whereby AID and the GOH will agree that, each year, at least 85%
value of the loans made will go to the farmers ol 6 1. ol coflece or less.
It is this course of action that we suggest be used as a guideline in
loan negotiations.

K. LOAN ADMINISTRATION

The local currency portions of the loan will be programmed through
a special joint GOH/AID account to be managed by the BNRH. Disburse-
ments will take place through normal GOH procedures.

The dollar portions of the loan will follow standard procurement
and disbursement procedures, and all procurement will be obtained from
countries included in AID Geographic Code 941.

L. RECOMMENDATIONS

On the basis of the conclusions of the Capital Assistance Committee
that the program is technically, economically and financially justified,
it is recommended that a loan to the Government of Haiti for an amount
not to exceed $6.0 million be authorized subject to the following terms
and conditions:



1. Borrower shall repay the loan to A. I. D. in United States dollars
within forty (40) years from the date of the first disbursement under the
loan, including a grace period not to exceed ten (10) years. Borrower
shall pay to A. I. D., in United States dollars, on the disbursed balance
of the loan,interest of two percent (2%) per annum during the grace period
and three percent (3%) per annum thereafter. Interest and principal will
be repaid in semi-annual installments.

2. Other Terms and Conditiors

A. Except for marine insurance and ocean shipping, goods and ser-
vices financed under the loan shall have their source and origin in Haiti
and in countries included in A. I. D. Geographic Code 941. Marine insur-
ance financed under the loan shall have its source and origin in Haiti
or in any country included in A. I. D. Geographic Code 941, provided,
however, that such insurance may be financed under the loan only if it
is obtained on a competitive basis and any claims thereunder are payable
in convertible currencies. Ocean shipping financed under the loan shall
be procured in any country included in A. I. D. Geographic Code 941.

B. The loan will be disbursed to the borrower both in U. S. dollars
and Haitian Gourdes, which are freely convertible with dollars and have
a value of 1 Gourde = $0.20. Up to the equivalent of $550,000 will be
made available to the Borrower by A. I. D. in Courdes.

I. CONDITIONS PRECEDENT TO DISBURSEMENTS OR THE ISSUANCE OF ANY
LETTER OF COMMITMENT

The GOH will be requested to submit standard conditions precedent
following signing of the Loan Agreement.

II. CONDITIONS PRECEDENT TO DISBURSEMENTS OR THE ISSUANCE OF ANY
LETTERS OF COMMITMENT BEYOND $100,000 FOR INITIAL EQUIPMENT
PURCHASES FOR IHPCADE AND BCA, AND $75,000 FOR INITIAL FERTI-
LIZER PURCHASE

The GOH will be requested to submit:

(a) evidence of the establishment with the BNRH of a separate joint
Borrower/A. I. D. account for the deposit of the Borrower's contribu-
tions and AID lccal currency disbursements to the project.

(b) rules and regulations concerning the function and use of the
fund,

(¢) evidence that the first contribution on the part of the Borrower
hasg been deposited in the joint BNRH account in a sum no less than one
half of the amount estimated to be the Borrower's contribution to the
first year of the project as agreed in the program's financial plan.



(d) evidence of the establishment of a technical level committee
comprised of IHPCADE, BCA, DARNDR, FAO and A. I. D. representatives,
and an agr:zement upon its responsibilities, functions and time of meet-
ings.

ITI. PRIOR TO INITIAL DISBURSEMENT OF A. I. D. FUNDS FOR THE CONSTRUCTION
OF THE IHPCADE OPERATIONS CENTERS AND THE PURCHASE OF ADDITIONAL RE-
LATED THPCADE EQUIPMENT:

The GOH shall be requested to furnish:

(a) evidence that it has carried out an analysis based on ob-
jective criteria, indicating the most optimum location for each center
to be constructed under the loan, and that land titles will be held by
the Borrower.

(b) amojected implementation plan for the construction of the cen-
ters, includin enginecering plans, specifications, construction
and procurcment contracts, and projected personnel requlrements i'or their
efficient functioning and muintcnance. This should inelude s wian and
timetable for recruitment ot any nceessary sdditional personnel.

(c) evidence that IHPCADE has received a contribution from the
Borrower, through the BNRH joint account, of a contribution equal to
one half of the first year's estimated total contribution, as agreed
in the program's financial plan.

IV. PRIOR TO THE ISSUANCE OF ADDITIONAL LETTERS OF COMMITMENT FOR THE
PURCHASE OF FERTILIZER:

(a) an implementation plan outlining the procedures and regulations
for the purchase, receipt, storage, transport, control, and distribution
of fertilizer purchased under the program, including copies of such in-
ventory control documents which may be deemed necessary.

(b) evidence that IHPCADE has entered into a formal institutional
agreement with BCA outlining the responsibilities of IHPCADE in the pro-
gram and the arcas and scope of cooperation between IHPCADE and BCA. Such
an agreement shall detail, to the extent necessary, the exact operating
rules and regulations of the fertilizer credit program, including eligi-
bilfity requirements, the amounts and terms of any subsidy program to
small farmers, wmaximum terms and amounts of _ub-loans, interest rates,
and uge of repayments from fertilizer credits.

(c) an implementation program for the first year of operations
under the program.



V. PRIOR TO THE DISBURSEMENT OF A. I. D. FUNDS FOR THE PURCHASE OF
ADDITIONAL EQUIPMENT FOR BCA:

The GOH will be requested to furnish:

(a) evidence of the establishment within BCA of a separate revolving
fund to support th- objectives of the program, to function and be used in
a8 manner satigfactory to A. I. D.

(b) evidence that such Fund has received a contribution from the
Borrower, through the BNRH joint account, of a cash contribution equal
to one half of the first year's estimated cash credit requirements, as
agreed in the program's financial plan.

(c) evidence that all contributions to the fund, including repayments
and interests on credits in cash and in kind, will be retained in the fund
for a period of at least ten years from the date of the first repayment.

(d) evidence that BCA has entered into a formal institutional agree-
ment with IHPCADE detailing the responsibilities of BCA in the program,
and the areasc and scope of cooperation between BCA and IHPCADE. Such an
agreement ghall detail the exact opcrating rules and regulations of the
cash credit program, including eligibility requirements, the terms and
conditions of cash sub-loans to small farmers, interest rates, and use
of repayments from cash credits.

(e) an implementation plan for the first year of operations under
the program.

(f) evidence that it has carried out an analysis, using objective
criteria, indicating the most optimum location of BCA regional offices
to support IHPCADE coffee promotion activities and the program's object-
ives in general.

VI. COVENANTS

In addition, the GOH will covenant with A. I. D. that, unless A. I. D.
agrees in writing:

(a) All Borrower contributions to the joint BNRH account, as agreed
in the financial plan, shall be in addition to those Borrower contribu-
tions already earmarked or budgeted to IHPCADE and BCA for annual, budge-
tary recurrent and investment expenditures.

(b) During the first five years of the program, Borrower agrees to
provide IHPCADE and BCA with those annual budgetary and earmarked re-
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sources which they have been receiving before the program, and in
amounts equal to no less than that received by each in Borrower's
fiscal year 1973-1974.

(c) During the life of the program, Borrower agrces to make
semi~annual contributions to the program, through the BNRH joint
account, of those sums agreed in the program's financial plan.

(d) During the first year of the program, the Borrower agrees
to carry out a study of the impact of current coffee tax rates and
world market prices on producer prices and the need for the establish-
ment of a coffee price stabilization mechanism, including possible
means of financing the capitalization of a coffee price stabilization
fund.

(e) Borrower agrees to implement the program in such a manner
as to affect the greatest number of small farmers during the period
of the loan.

(f) Borrower agrees to meet periodically with A. I. D., and at
least once a year from the date of the first disbursement, to formally
review the progress of the program and conduct a programming of resour-
ces for the coming period from the joint BNRH account.

(g) Borrower agrees to manage the resources made available to the
BCA with the aim of creating a working capital fund for agricultural
credits to small farmers that will continue to capitalize itself from
its own resources after the loan period.

(h) Borrower agrees to exert its best efi'orts to prevent the average
price paid to producers from falling below 50% of the export price during
the period of the loan.
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1/ AlLD=DLE [ patniny
The Legend
May 21, 1974

It was necessary to flee - flee the whiplash of the black commander,
the swagger sticks of the white land-owner, the insults. It was time to
become a fugitive, Yes, it was time to become once again a man, a man
who is free, take one's wife and children away from this suffering. There
is only one way -~-- become a fugitive. The issue is decided. This even-
ing under cover of darkness they will leave for the verdant hills, wooded,
covered with coffee trees and filled with hiding places. There they will
continue the battle for liberty, without mercy.

And so they went, hiding during the day, avoiding its brightness,
threading their way during darkness, the dogs, the mounted gendarmes on
their heels, dodging as best they could the traps that were seeded along
the way. Meanwhile the battle continued. Harass the pursuers without
pity - those ferocious man-hunters. How? By burning the earth behind them,
by seeding desolation on the fields ciltivated by their perspiration, des-
troying the grand villas to the consternation of the arrogant land-owners
and their wives. The cane fields burn, smoking. The long tongues of flames
swirl, illuminating the plain, filling the colonialists with rage as they see
their world disappear in a cloud of smoke - their fortunes they amassed with
the whip. The plain turns white and cinders stain the black oxen. It is
necessary to flee again or be caught., The hills covered with coffee and
above them the tall shade trees, the caves, these are they only hiding places
that remain. They can easily confuse the soldiers in pursuit, hide in the
leaves on the branch of a tree, curl under a leafy bush. Crawling along
the trees they watch the movement of the soldiers who sweat as they climb
the abrupt slopes. They give the alert to their tired companions who are
deep asleep. At the least suspicion the conch shell sounds, waking the
fugitives who hide themselves deeper in the breast of the mountains.

Again it is in the coffee groves where they find their cover, hiding
while they rest from the forced marches, the steep climbs. They find also
its beverage and drink with great joy at all hours of day and night, for
this liquid permits them to quiet the hunger that pulls at their guts, and
to maintain their vigilance against any movement, at any moment, so that
they may respond in a moment to the murnful call of the conch shell signa-
ling danger. Though their flight is rapid the fugitives never forget to
fill up their shoulder sacks with leaves and fruits of the coffee. In their
journey their benefactor, coffee, accompanies them, healing their pains. The
fugitives thus spread out in their hidden fields. In the farthest recesses,
this plant assists, never failing to hide them with verdant leaves and white
flowers even on the steepest of hills, Hidden under its cover, protected
by its leaves, healed by its fruits, the numbers of fugitives increase.
United by the same fatigue, the same suffering, and the same fears, the union
makes the force; they return as an army for the final battle, the battle
for independence.

The Independence, the highest conflict; battles without parallel, memo-
rable heroic acts do not separate them from their coffee, which remains as
before an important part of their lives, furnishing the fugitives the means
to establish their heritage.

1/ Translation of a legend written by Jean Prophete, IHPCADE Acting Director
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1/
EXCERPTS FROM HISTORY OF ST. DOMINGO, DESCRIBING TOUSSAINT LOUVERTURE,
A LIBERATOR OF HAITI:

"One of the first objects of his care was the regu-
lar cultivation of the soll, upon which the pros-
perity of every country must principally depend."
<. "The effects of (his) regulations were soon
visible throughout the country. So great was the
progress of agriculture from the time of their
adoption, that notwithstanding the ravages of
nearly ten year's war, and other impediments which
retarded its improvement, the land produced in the
next crop full one-third of the quantity of sugar
and coffee which it had ever before yilelded in its

most nrosperous season.'

1/ First published in 1818 by Sir James Borskett
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PART TWO ~PROBLEM ANALYSIS AND ASSISTANCE STRATEGY

I. DESCRIPTION OF THE PROBLEM

Haiti, with a population of 4.5 million, is the only country in the
Western Hemisphere included in the U. N. list of 25 least developed coun-
tries. Over 80 percent of the population lives and works in the rural
areas, where the agricultural environment can only be described as hos-
tile. Population density on the land approaches that of India and land
tenure is fragmented and piecemeal. Agricultural production methods, with
the possible exception of cane and some rice, rely almost exclusively on
the use of the hoe and machete. Techniques such as contour plowing, crop
rotation, or use of improved seeds and fertilizers are almost never prac-
ticed. Little or no credit is available (approximately 3,200 farmers re-
celved credit in 1972 - average loans totalled $72) and the institutional
base for government assistance to agriculture is generally regarded as
inadequate, at best. These factors, together with low producer prices,
have resulted in a steadily decreasing agricultural productivity and have
contributed directly to an expansion of subsistance agriculture.

While a wide variety of food and export crops are grown, coffee is the
only commodity that has maintained an important place in Haitian agricul-
ture on a continuing basis from colonial times to the present. Its culti-
vation is characterized by a low level of technology as it essentially
grows wild on the wetter slopes of the mountainous areas. In Haiti, less
labor is presently expended on coffee per ha. than on any other ciop.

Moreover, whereas agriculture is the single most important sector in
the Haitian economy (47 percent of GDP in 1972) and has traditionally
been the most important source of foreign exchange earnings (65% of ex-
port earnings during the past ten years - with coffee alone accounting for
40%), the return to agriculture of a significant amount of these resources
has traditionally been low. In 1973, the entire budget of the Ministry of
Agriculture, including agricultural credit, totalled $2.6 million dollars,
or 4 percent of GOH revenues. (This includes, besides agriculture, funds
for rural elementary schools and the Bureau of Mines.)

The needs of the agricultural sector are thus substantial. An increase
in producer prices, along with wider extension services, is needed to not
only provide an incentive to producers to increase output, but also to
adopt the use of new techniques, increased applications of fertilizer,
and more intensive cultivation of agricultural products. This must include
increasing the availability of agricultural credits, and in the final ana-
lysis, increasing the amount of GOH resources directed at agricultural in-
vestment and extension.
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ITI. STRATEGY

If one were to pick a point of intervention in this panorama of needs,
the role of coffee in the Haitian economy deserves special attention. Grown
(or mostly gathered) by approximately 371,000 Haitian farmers, mainly small,
on some 140,000 ha. of land, coffee constitutes the main cash crop, and
therefore the major source of disposable income of approximately 1.7 million
people. The low level of productivity (approximately 230-250 kg/ha) is sus-
ceptible to substantial increase given the adoption of a more intensive cul-
tivation. Its role as a cash crop makes the use and repayment of agricultu-
ral credit a more likely prospect. For most of the mountainous and eroded
arable land of Haiti, it is one of the few crops which can be cultivated on
a regular basis. There is an established system of assembly and processing
which could hopefully accommodate an opposite flow of agricultural inputs.
There is an established extension network, albeit understaffed, composed of
trained agronomists and administrative staff. There is a recent history of
some Haitian coffee farmers joining together into pre-cooperative type groups
to utilize credits, and to seek a wider role in the coffee marketing process.
Finally, there is obvious and understandable concern on the part of the GOH
to increase coffee production, which would assure that a coffee project for
small farmers would enjoy high GOH priority.

From the point of view of AID, assistance to this sector represents a
logical place to start in any long-term attempt to assist the GOH to improve
its agricultural productivity. First of all, the project is a true Haitian
initiative and a formal request for assistance has been received. Secondly,
coffee production in Haiti has an insignificant effect on the worldwide
supply/price situation (less than 1%). Also the target group is comprised
almost wholly of small farmers and the institutional and financial capacity
generated by the project, especially in the area of agricultural credits,
would in time serve for wider application to agriculture generally, speci-
fically in food crops. The opportunity to demonstrate the advantages of
cooperative endeavor, where applicable, would serve as an important lesson
to other agricultural sectors. Finally, the revenues produced would widen
Haiti's base for increased agricultural investment. In sum, the provision
of assistance to the coffee sector would have effects on Haitian agricul-
ture far beyond the commodity itself. The project was conceived in this
framework.

Institutionally, the success of the Small Farmer Development Loan in
achieving its objectives will depend in large measure on the capability of
the GOH institutions to perform their respective functions as required.

The capability of the existing institutional infrastructure has been re-
cognized by many foreign as well as Haitian observers as being very limited.
Among the recognized weaknesses are limited numbers of trained personnel,
their level of training, inadequate budgets in general, low salaries, 1li-
mited funds for operations of programs, lack of transportation and other
facilities, poor morale and lack of experience in project development and
program planning and implementation.
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Of the many GOH institutions, the Institut Haitien de Promotion
du Cafe et des Denrees d'Exportation (IHPCADE), the principal imple-
mentor of the coffee promotion program, appears to be one of the most
capable at the present time. Because of the importance of coffee to
the economy of Haiti it has received some budgetary support through
the relatively high coffee tax system to allow it to acquire a rather
large staff, by Haitian standards, of trained personnel, wholve been
recruited and hired on the basis of their professional qualifications
or potential. IHPCADE has been active in recent years in conducting
a modest program in coffee improvement. One of the purposes of the
AID loan is to assist IHPCADE in strengthening its capabilities and
providing additional resources to help achieve a part of the coffee
production goals established in its five-year plan.

The Bureau of Agricultural Credit (BCA) will be responsible for
management of the credit portfolio through which the coffee promotion
program will be implemented. Recent analysis shows that its present de-
ficiencies are subject to substantial improvement through the provision
of capital and technical assistance, and that as the program unfolds,
BCA's capacity to manage its credit requirements will keep pace.
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PART THREE - DESCRIPTION OF THE PROJECT

A, Overall Goals of Program

1. Increase small farmer income and standard of living through
increased production.

2. Increase the quality and quantity of coffee produced in Haiti.

3. Improve the GOH Balance of Payments through increased exports.

4. Increase GOH revenues generally,

5. Capitalize and support an agricultural credit system.

6. Seek to establish a network of coffee producer cooperatives.

7

. Seek to increase GOH investment into agricultural development activities.

B. Specific Objectives

1. Increase the average yield of coffee per hectare from the present
250 kgs/ha. to 750 kgs/ha. on new and rehabilitated plantings on
12,778 hectares. (1100 kg/ha on new plantings)

2. Increase the exportable annual production of coffee by Haiti from
present levels of 350,000 to 500,000 sacks (60 kgs) by the end
of 10 years.

3. Improve the Balance of Payments of Haiti by adding an increased
cumulative $50 million of exports over 10 years.

4, Establish six regional IHPCADE centers for coffee research,
fertilizer and credit distribution, production of nursery stock, etc.

5. Establish pre-cooperative groups serving approximately 12,000
farmers which will channel fertilizer and complementary cash
credits for a total of $26 million at the end of 10 years.

6. Increase GOH general budgetary revenues by at least one million
dollars annually over expected amouncs by the end of ten years.

7. Raise the level of GOH investment of their own resources into the
coffee sector to at least 4% of the value of the annual export
crop by the end of five years.

C. Project Design

The project design is built upon the introduction to the small
Haitian coffee farmer of two technological packages representing two
levels of coffee production intensity. The two levels are described
as (1) the establishment of new plantings or total regeneration, and
(2) the rehabilitation of existing groves. Of the two levels, total
regeneration involves the higher order of intensity and also the
greater potential long-term reward. The inclusion of two packages
within the same program is dictated by the need to maintain farmer
income at near normal levels while at the same time taking land out
of production.

Both of the packages above include the requirements for control
of the shade canopy common to coffee groves, correct spacing of the
trees, the use of chemical fertilizers, annual pruning, weed control,
disease and insect control, and improved methods of harvesting and
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processing the coffee fruit. In addition, the total regeneration

package includes criteria regarding site selection for new plantings, and
of course, the introduction of improved varieties since the genetic
potential of the trees is of great importance if maximum efficiency is

to be gained from the associated practices.

All of the facters involved in the two technological equations
pale In comparative significance when measured against the single
factor of fertilizer. The proper use of commercial fertilizers has
in fact, become the heart and soul of the project, with elghty percent
of the loan funding from AID committed in advance for the purchase of
this one commodity.

A complete discussion of the need for and the function of fer-
tilizers in a coffee production program will be found in Section B,
Part IV of this paper.

The improved technology,of which fertilizer is the most important
part, cannot be significantly modified (i.e. less fertilizer) without
compromising the macro- as well as the micro-economics of production.
What can be modified is the rate at which a combination of the two
intensities of production can be applied to a farmers holdings and the
subsequent cost of capital inputs. The high cost of the inorganic
plant nutrients required for trees that are not yet in production
creates a reverse flow of capital in the short term, of a magnitude
that can only be tolerated by peasant farmers under certain conditions.

One of these conditions, the cost of the nutrients, will be
modified by the GOH policy which permits participants in the coffee
production program to purchase their fertilizer on credit terms and
at half-price during the first two years following the establishment
of their coffee orchaids or following coffee orchard rehabilitation;
and for seventy-five percent of the real cost in years three and
four. Under these conditions it is supposed that the use of fer-
tilizers will present sufficient economic reward to become readily
accepted by small coffee farmers. The rate at which varying degrees
of the two levels of production intensity may be applied and the
economic effect on short and long term income levels of farmer-
participants can be found in Section E Part 1V; (Micro-Economics
of Production,)

Generally speaking 1t has been assumed that the rehabilitation
of coffee orchards with it's relatively short-term rewards will
have greater appeal than the establishment of new plantings; or it
may be assumed that individual farmers will on the average apply some
proportion of both levels of production intensity to their lands
in order to keep production (and of course income) levels as high
as possible while replanting a portion of their lands for longer
term gains.
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Table 2 demonstrates then how the major portion of the AID loan
will be utilized. Fertilizer application on new plantings will be
at the rate of 165 kgs per hectare the first year of establishment,
followed by 375 kgs/ha the second, and thereafter at 500 kgs per year.
On rehabilitated orchards the application rates begin at 375/ha
in year 1, followed by 400/kgs/ha in year two and thereafter at the
optimum rate of 500 kgs. ha/yr.

The delivered price of fertilizer is based on airrent world market price
plus ocean freight and internal delivery costs for year one. Thereafter,
an annual increase of eight percent (8%) has been applied to current
prices, as a measure of future prices. In summation then, the loan
proposal forsees the application of 14,015 tons of chemical fertilizers
on a total of 12,778 hectares over a five year period. The cost of this
essential input has been calculated at slightly more than $5.0 million.

In effect, Table 2 provides the parameters of the project in terms
of hectares of coffee to be affected. This, in turn allows an estimate
of numbers of farmers to be affected. If we assume that on the average
one hectare equals one farmer we can assume that the program may affect
approximately 12,000 farmers. Table 1 below provides the most recent
data on coffee farm size in Haiti.

TABLE 1
Coffee Farms, by Farm Size (Hectares)-Haiti

Farm size,Ha. No. of Farms Percent Cumulative percent
up to 0.6 57,600 15 15

0.6 to 1.3 74,496 19.4 34.4

1.3 to 2.6 117,504 30.6 65.0

2.6 to 6.0 91,776 23.9 88.9

6.0 and over 42,624 11.1 100

Total 384,000 100

Source: Table VI, National Coffee Plan, Haiti, 1969-70 / 1975-76
1950 census

D. Time Frame

AID financing for this project will span five years. This time
frame is based upon several considerations, the most important of which
is the growth and production cycle of the coffee tree. New plantings
begin their existence in tree nurseries where seed is germinated and where
the young trees must remain for approximately one year. After the trees
have been transplanted in the farmers fields, a minimum of two years
are required before even limited production begins, and it is not until
the third and fourth years following transplanting that yields will reach
significant levels.



Fertilizer Requirements by Tons

TABLE 2

New Plantings
Years 1 2 3 4 5 Ha Total
1 105 239 319 319 319 638
2 210 479 639 639 i 1278
33 210 479 639 1278
4 210 479 1278
5 215 ¢ 1278
:
1
Tons 105 449 1008 1647 2291 i 5750 5,500 TN
3
Regeneration —~—~ ~ o T T i
Years
(1 479 512 639 639 639 i 1279
2 479 512 639 639 ! 1279
3 479 512 639 1279
4 479 512 1279
5 717 1912
Tons 479 991 1630 2269 3146 7028 8,515 TN
Total Tons 584 1440 2638 3916 5437 12778 14,015 TN
Price $ 285 $ 307.80 $ 332.42 $ 359.01 $ 387.74
Total Value $166,440 $443,232 $ 876,924 $ 1,405,883 $2,108,l42; $ 5,000,621
Ha 1917 2557 2557 2557 3190 = 12,778
(4474) (7031) (9588) (12778)

...L—
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In the first two years of project life, planting materials will
come from existing nurseries. The expansion of these nurseries is
included in the establishment of the regional operations centers,
which will barely become operational in the first and second years.
Thus there 1s no-way that larger numbers of farmers, who will be
included in the program in years three, four and five, could be incor-
porated into the project in a shorter period. A lesser consideration,
but still one of major proportion is the preparation that BCA and
IHPCADE (to a lesser degree) must make to effectively manage their
expanded operations. This includes the training and re~-training of
personnel, the establisl.ient of procedures and other activities such as
educational activities with cooperatives and pre-cooperatives in
anticipation of the accelerating requirements of the program. These
activities are to be undertaken and largely accomplished in years one
and two in order that management capabilities will stay abreast of the
availability of planting materials and of course, increasing numbers
of Brmer-participants, etc. The program is then deliberately paced
to allow this gear-up.

E. The Delivery System

The specific manner in which the technological package reaches
the farmer involves the expansion of coffee extension activities
through the construction of regional operating centers, and the strength-
ening of a viable and dynamic rural credit system. Through this channel,
complemented by improvement of rural farm roads and farmer training,
will pass the fertilizer (in-kind) and complementary cash credit which
the farmer will need to successfully adopt the new techniques.
Specifically the program's delivery system will include:

1. Construction of six operational centers in the major coffee producing
areas. Each center will consist of about 15 acres of land for nurseries,
seed production, demonstration farming and research, living facilities

for the Director and Farm Manager, offices, class rooms and work room

for technical, administrative and credit staff, a warehouse for storage

of fertilizer and coffee, provision for drying and depulping coffee

and a facility for training groups of up to 30 farmers in pcograms of

up to two weeks. A total of 10,200 square feet of buildings are

egtimated for ecch center.

Construction or improvement of approximately 100 miles of rural
roads 1s included in the project to connect the operational centers to
the existing road network and to the most important coffee producing
communities.

Procurement of vehicles required to assure transport of central
office and operational personnel is included, as is procurement of
office and special equipmmt required for the functioning of the centers.
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The proposed program will assist in finaacing the dollar and local
costs of consulting services, construction contracts, and procurement
of equipment materials and hand tools.

AID will finance approximately $1,000,000 of the costs of the above
program. The GOH will contribute approximately $1,050,000 as a cash
contribution to the support of these activities over the five years
of the program. In addition, the GOH will continue to make available
the present recurrent budgetary resources now provided to IHPCADE.

2. The strengthening and capitalization of a rural credit systemi
using the value of the fertilizer as an initial capitalization, plus
annual GOH cash contributions, a revolving fund will be created within
the Bureau of Agricultural Credit (BCA).

AID will finance approximately $5,100,000 of the costs of this
program. The GOH will contribute approximately $950,000 towards the
capitalization and expanded operations of the BCA, in addition to the
present GOH budgetary resources now provided BCA annually.

Following the pace of the fertilizer program requirements shown
in Table 2 » total credits of $26millionare estimated to be made over
the next n years. (see Table 3 )

A complete description of the credit system proposed 1s contained
in Section H-3 Part Four (Implementation Plan)

Procurement of vehicles required to assure mobility of BCA central
office and regional offices is included, as is procurement of office
and special equipment required for the proper functioning of a nation-
wide credit system.

F. Farmer Training

This element of the project will seek to involve farmers in
training courses at the regional operations centers in the subject
matter of coffec technology and cooperative formation and management.
Transportation and daily living expenses will be paid to the par-
ticipants. No firm estimate is available as to how many farmers
will be directly reached by these courses, but it is anticipated to
be at least 5,000 over the life of the project.

The GOH will contribute approximately $86,000 to this activity,

G. Price Stabilization

An important element of the program involves the provision of a
mechanism to assist the farmer in marketing his product at a fair price.
The need for a stabilization fund, and an appropriate mechanism to
both capitalize and operate such a System. was investigated thoroughly
in the intensive review. (See Section A, Part IV) The conclusion
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TABLE 3 TOTAL CREDITS = 10 YEARS
Years Total Total Est. No. of Averapge Size of Loan
Credits Farmers Groups (cumulative Farmer § Group $
] Covered (15 ea.)
Ea. Yr.
(1 Farmer[
1 ha.)
1 108,186 1917 128 56 845
2 332,781 4474 298 75 1116
3 852,784 7031 468 121 1822
4 1,694,755 9588 639 176 2652
5 3,084,755 | 12778 851 241 3624
Sub~
Totale6,073,261 NA NA NA NA
6 2,675,939 | 12778 851 209 3144
7 3,604,311 | 12778 851 282 4235
8 3,892,612 | 12778 851 304 4574
9 4,567,454 | 12778 851 357 5367
10 5,193,493 | 12778 851 406 6102
Sub~

Total 19,933,809

Ten-Year Totals:
26,007,070 12778




-11-

reached was that such a system was desirable, but that insufficient
information existed at this time to warrant inclusion in the financial
plan. The need for a more elaborate study on the subject during the
first year of the program, leading to specific recommendations, has
been included as a convenant for action in the first year's activities
under the loan. The GOH has agreed, and indeed welcomed the suggestion,
to carry out this study. Suggested terms of reference are included as
Annex IV.

H. GOH Contribution

The GOH contribution to the project will be in the form of annual
cash contributions to a special joint GOH/AID counterpart fund account
in the Banque Nationale des Republique d'Haiti (BNRH). These funds
will be programmed, on an annual basis, to support the objectives of
the project. Section F-2 Part Four (Financial Analysis) provides a
more complete description of the proposed operations of this fund.

I. Relationship of Program to Haitian Goals

The National Planning Agency (CONADEP) proposes in their current
development plan (1972-1976), a detailed five-year plan designed to
increase the quantity and quality of coffee produced in the Republic.
This project is designed to assist in the implementation of their plan.

J. Assumptions on Future World Coffee Prices

World market prices which declined almost continously from the mid 50's
to the early 60's have recovered somewhat in the late 60's and increased
dramatically since mid - 1972. (See Graph I). This reversal in tne trend
of declining prices is closely associated with the changed statistical posi-
tion of the supply of coffee. The chronic over-production and over-supply
of coffee which depressed the marketis up to the mid 60's, has given way to a
situation where most of the surplus stocks have been drawn down to a level
whilch the trade views as being barely adequate to compensate for DOssible
delieient crops. World productic: in crop year 1973/Th is expected to
be almost exactly the same as the average productior for the 198463 132 -69 years
taken us uan average. Over the last 10 years production kas actuslly ““uctusted
considerably. A recent frost occurred in Brazil ir 1972 and the pcesizility of
another frost hitting Brazii before that country is able to restore its full
production capacity oan not be excluded. The uncertainty of supply over the
following 4 to 5 years together with the recernt world-wide rate of inflation
appear to be sufficiently good indicators to permit the assumptiorn that thre
likelihood of a serious decline in world market prices 1s not likely in the
immediate future. On the contrary, were the comirg harvest of coffee insuffi-
cient to meet world demand, for example the result of a frost in July/August
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1974 or 1975, there appears every likelihood that prices would continue
to rise. It should be noted in passins, that to date the rise of coffee
prices on the world market has been less dramatic thun for u rood muny
other agricultural commodities such as cocoa, cotton, soy beuns, rubber,
ralm oil, sugar, etc. In terms of unit value, US importis of Ilaitian
coffee in 1973 were 48.8 cents per pound, as compared to 42 cents per
pound in 1960,

Current (April 197h4) export prices for coffee from Haiti fluctuate
between 84 and 90 US dollars per 60 kilos (equivalent to 65 cents and 68
cents/lb) depending on quality. Although it is, for obvious reasons,
extremely difficult to predict prices for the next 10 Years with any degree
of accuracy, it mipght be considered that given the current and medium
terms supply/demand positions wuc well as the continuous inflationary
trend in world commodities, a valid working hypothesis for projecting
export prices of Haitian coffee up to the mid-80's may consist in asswuming
that yearly average prices will be equal to the current (Jan-April 1974)
average export price of $80 per 60 kilos. It is this assumption wrich has
been retained for almost all calculations on the profitability and cost/
benefit ratios of the project. For selected calculations in the Micro-
Economics of production section, an 8% annual coffee price increase was ucsed.
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PART FOUR - PROJECT ANALYSIS

A. The Coffee Sector

1. History.- After its introduction during the eipghteenth century,
coffee rapidly became a crop of first importance in the then French Colony
of Saint Domingue, which soon became one of the chief exporters of this
commodity in the world. Towards the end of the colonial period exports
reached about 640,000 sixty kilos bags per year. Following the uphecaval
caused by the War of Independance and the subsequent economic and political
problems, coffee production declined considerably and the exports of the
new state of Haiti are estimated to have dropped to 1410.000 bags. This
figure gradually increased to nearly 500.000 bazs in the 1890's,Throughout
the first half of the present century, exvorts have averaged less than
400.000 bags. In recent years they decreased steadily to slightly over
300.000 bags. The most recent auota allocated by the International Coffee
Organization is 490,000 bags, which has never been attained. Local consump-
tion is now estimated at about 230.000 bags, and increases annually in
relation to the increase in population.

Given Haiti's location in the Caribbean, production has also histori-
cally been affected by the fact that a large part of the coffee belt is
located in the normal path of hurricanes, three of which have destroyed many
trees in recent years. However, the level of production, and the great
fluctuations which exist from year to year are actually a direct consequence
of the low level of technology employed.

2. Yields.- VYields are amons the lowest in the world. They are
estimated at 250/270 K/Ha, whereas in many countries they reach an average
of 1000 K/Ha. The production potential of the crop is indicated by the fact
that under optimum conditions yields of 3000 to 4000 K/Ha have been obtained.

The low yields of coffee in Haiti are due to a series of factors:

a. the excessive shade used in most plantings;

b. the lack of care given to trees due to lack of incentive as often farmers
receive a very low price for their commodity; (maeny other countries
provide price supports for coffee)

c. the loss of soil fertility due to erosion and lack of fertilizer appli-
cations;

d. the general usc of a low producing strain of arabica coffee;

3. Marketing.~ The internal and external marketing of coffee, which is
carried out entirely by the private trade, is basically governed by a law
first passed in 1942 called the "Coffee Code". This code has been modified
on a number of occasions to meet the needs of the moment.
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Traders, locally known as "speculateurs", buy the coffee directly from
the producer in authorized market places. They are licensed by THPCADE
after inspection by a government official of their warehouse and coffee
drying facilities. The licence is valid for only nne market place and one
coffee year (1). Buying of coffee is only authorized during daylight in
approved markets. Most of the coffee is sold by the producer in the form
of hulled but ungraded green bean, known as café "pillé" cr "maison". TFew
farmers sell their coffee as dry cherry, i.e. before removal of the dried
outer skin.

In places where pulping stations are operated, farmers wmay sell their
coffee in the form of fresh cherry. Because of the dead weight of fresh
cherries(approximately 6ke fresh cherries are equivalent to lkg of clean
coffee), such deliveries are only made to nearby pulperies which are either
operated by licenced traders, exporters or by cooperatives. OSpecial licen-
ses are required to operate pulping centers. Washed coffee represents only
between 14 and 18 percent of exports.

Traders often advance money on the harvest and so act as suppliers of
credit between producers and exporters. Rates of interests are said to be
very high (2). 815 "Speculators" were licensed in coffee year 1972 - T3.

An unknown but reportedly growing number of producers are organized in small
Broups of pre-coops and cooperatives whose main aim is to produce washed
coffee. Cooperatives endeavour to sell most of their crop directly to
exporters.

During the main harvesting season competition is generally fierce and
prices paid to producers generally excced the recommended minimum price set
by IHPCADE. The minimum price is transmitted almost daily to the market
inspectors and field staff. In between seasons, nowever, competition is
reduced considerably with the consequence that producers are not always able
to sell their coffee at the minimum nrice recommended by IHPCADE. Market
inspectors of IHPCADE are responsible for collecting and transmitting to the
Port-au~Prince headquarters monthly data on quantities bought and sold as
well as on prices paid to producers and prices received by traders. The 110
inspectors of INPCADE also supervise the movement of coffee from the buying
centers to the exporters. Special authorizations are needed by the trader
to move his coffee to the export centers. The financing for the crop is pro-
vided by private bLanks through exporters. Lending by exporters to traders
is penerally carried out without interest,

(1) Harvesting starts in September and extends to December/January. The main
buying season takes place between October and March.

(2) Up to two percent per week.
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In 1972/73 the number of licensed exporters numbered 26 of wvhom
the first three most important shared almost 50 percent of the market.
Most of the large exporters are also owners of coffee mills. Coffee
"pillé" or "maison" purchased from the farmer through the trade often
needs to be redried on patios prior to cleaning and grading. Quality
and grades are regulated by law and are controlled prior to shipment by
the staff of a specialized department of the IHPCADE. Exports are
controlled by IHPCADE. Botween 1 October, 1963 and 30 Septemver, 1973,
exports were subject to quota restrictions as imposed by the Internation-
al Coffee Organization of which HAITI is a member. Duc to the declining
trend in production, Haiti has not been able to fill its quota. Total
shortfalls over the period amounted to just under 800,000 bags represent-
ing approx. 20 percent of the cumulative quotas covering the period
1963/6h4 to 1971/72. Presently exports are not subject to quotas. Ex-
porters are under the obligation to register their sales contract with
the IHPCADE prior to export. If the contract price is considered too
low, IHPCADE has the authority to resell the coffee to a higher bidder
for and on account of the exporter.

Export prices follow world market prices and are directly influen-
ced by the "C" Contract on the N. Y. future market and by the Arabica
London terminal market.

About two thirds of the coffee exported by Haiti is imported by
EEC countries. The US, however, has recently become the largest single
buyer, importing between 25 and 33 percent of Haiti's crop.

h. Land tenure and size of holdings.- ILand tenure patterns are
hard to establish due to the fact that many people who occupy the land
do not nossess legal titles of property. However, according to the 1950
Census about 85 percent of Haitian farmers owned the land on which they
worked whereas the remaining were tenants, overseers, or share-croppers.,
No figure is available for coffee producers only but it is thouzht that
the percentage of ownership may be slightly lower in this sector.

The coffee farms arc exceedinply small. According to the 1950 Cen-
sus 15 percent of the farms were less than 0,6 ha, 19,k percent from
0,6 to 1,3 ha, 30,6 percent from 1.3 to 2,6 ha, and 23,9 percent fronm
2.6 to 6.0 ha. Only 11.1 percent had more than 6 ha. I% should be
stressed that coffee farms in this context mean farms where coifee is
grown in substantial amounts but where some of the land nay still be
occupied by other crops or trees.
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Due to division of properties following death of the owners, it
may be essumed that the size of the farms is significantly lower in
197 than in 1950,

5. Analysis of Export and Producers Prices.- Because the market-
ing of coffee in Haiti both for export and domestic trade is carried out
under a free market system through private traders

. and exporters, prices paid to producers have been affec-
ted not only by fluctuations of the price of coffee on the world markets
but also by internal factors such as taxes levied on coffee, marketing
costs, and profit margins of the trade. Thus, whereas world market
prices declined by 42 percent from 47.1 cents per pound in 1952 to 27.2
cents in 1961, prices paid to producers declined from 33.5 cents to 10.0
cents over the same period representing a fall of over T0 percent. Fx-
port prices again declined between 1970 and 1971 by 10 percent wherecas
producers prices declined by as much as 34 percent. The proportionally

higher decline for producers prices in comparison with export prices
1s partly due to the fact that until August 1973, the Government was
levying a specific tax on coffee, irrespective of its export value. 1In
addition, because traders margins arc largely made up of fixed costs
such as transport, grading end buying costs, the traders' share increa-
ses as world coffee prices decline. The long term interaction of export
prices, taxes, and margins of traders on producer prices is shown in
Table 3-p as well as in supporting Graphs _ I _and II . (Note: The
intermediaries share has been calculated as & residual and thus it con-
tains any "errors and omissions".)
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Table 3-A, Distribution of returns from Coffee exvorts

(in U.S. cents per pound)
Calendar Export Taxes Intermediaries l/ Producers
Years Price

TFob Amount Share Amount Share Amount Share

(1) (2) (3) (b) (5) (6) (7)
1950 46,2 7.4 16 5.3 12 33.5 T2
1951 .e . .o
1952 47.1 7.6 16 6.0 13 33.5 71
1953 48.9 7.9 16 8.0 16 33.0 €7
1962 27.2 11.7 43 5.5 20 10.0 37
1963 29.0 11.7 Lo 5.9 2n 11.4 ho
1964 36.3 11.7 32 6.4 18 18.2 50
1965 38.1 12.1 32 10.5 28 15.5 ho
1966 38. 12,1 32 10.5 27 15.9 h1
1967 35.8 12.1 34 9.1 25 14.6 1
1968 33.5 12.1 36 7.3 a2 1h.1 h2
1969 32.5 12.0 37 8.0 2h 12.8 30
1970 43.5 12.3 29 9.7 22 21.5 ho
1971 39.4 12.3 31 13.0 33 1h.1 36
1972 39.9 12.h 31 11.0 o7 16.5 Lo
1973 ‘h8.9 13.2 o7 10.9 22 o4 .8 51
1974 2/ 63.h 15.4 24 10.3 16 37.7 £0

1/ Exporters and dealers

2/ January - April Th

Source:

Plan Caltier National - updated by the intensive review team.
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This Table and its supporting graphs confirm that in periods of low
world market prices the producers' margins tend to be reduced propor-
tionally more than the export price. Thus in the early 50's when prices
were relatively high, producers received over TO percent of the export
price, whercas in the period of low prices of the early f0's their share
declined to 36 percent. As export prices rose in the late 60's and in
the early T0's, the producers share again improved substantially. At
today's prices (May 197h4) producers receive approximately 60 percent
of the export price, a share which is their highest in 20 years.

As shown in the summary table below,the combination of cxport prices
and factors affecting trade margins and taxes have had a disturbing in-
fluence on producers prices in the last 2) years:

Producers Prices

(in US ¢/1b)

Selceted Years Producers Price Index 1950 = 100
1950 33.5 100
1962 10.0 30
1964 18.4 55
1966 15.9 48
1968 1h.1 2
1970 21.5 6h
1972 16.9 50
197k 37.7 113

During the early 60's the producer price was less than 1/3 that
of the early 50's. 1In the mid 60's prices represented, on an average,
50 percent of those prevailing in the early 50's, while today they
exceed the latter by 13 percent. The wide fluctuations in prices of
coffee at farm level have resulted during the late 59's and the wnole
of the 60's, in unstable and generally declining farm revenues. Tais
in turn has ncted as a disincentive to farmers to improve and exrand
production.As a result of this factor and the continued expansion of
locally consumed coffee as population has increased, there was a decli-
ning trend of exports between 1951/52 - 1954/55 and 1967/68 - 1970/71.
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Four Year Average Exports (in 000 bags)

Index

(1951-54 = 100)

1951/52 - 195k /55 441.3 100.0
1955/56 - 1958/59 416.2 o4.3
1959/60 - 1962/63 429.8 97.3
1963/64 - 1966/67 359.4 81.4
1967/68 - 1970/71 316.6 TL.7
1971/72 - 1972/73 (1) 360.7 81.7

A comparison of annual exvorts from 1963/6h to 1972/73 shows that
the total shortfalls for the 9 years during which quotas were enforced
by the ICO amounted to just under 800,000 bags, representing 20 percent
of Haiti's permitted exports (see Table 4 ). This amount represents
8 value of $41.0 million US dollars.

The paragraphs which follow review in more detail the behaviour of
export prices, taxes, and marketing costs and their effect on %he pro-
ducers prices.

The analysis demonstrates that variations in world market prices
constitute the most important single “ector affecting prices received
by growers for their product. Haiti's share in total world exports
being only 0.8 percent, the country obviously is not in a nosition to
support world market prices. This task can only be organized at the
international level. Althoush member countries of the International
Coffee Agrcements of 1962 and 1968 endeavoured to stabilize prices
at a level which is fair to producer and consumers alike, market forces
and speculative vositions taken by world coffce traders still generate
important year to vear and intra-seasonal fluctuations. Table 5
compares the average annual export prices for the coffees of the
"Other Milds Group" (in which the coffee of Haiti is classified) with
average annual price for coffee exports of Haiti. The Table shows that

(1) 2 year average.



-22~

Table 4

COMPARISON OF REPORTED EXPORTS TO QUOTA

AND EFFECTIVE QUOTA

HAITI

(60-kiio bags)

MARKETS

Effective
Quota Exports Difference

1963/64 514,836 36L,182 150,65)
1964 /65 392,641 381,282 11,359
1965 /66 k11,105 40T ,h32 3,673
1966/67 386,548 282,783 103,765
1967 /68 W42 ,983 324,972 118,011
1968 /69 hoo 142 308,156 100,086
1969/70 W52 684 nTh L 801 177,883
1970/71 420,948 358,438 (2,510
1971/72 k63,581 397,899 65,682
1972/13 - 323,hk5 .-
Sowrce: International Cot'fee Organization
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Average annual unit value of coffee

exporting members of the "OTHER MILDS

and of Haiti (in US cents per pound)

exports (Fob) 1/ of

" group of the ICO*

OTHER MILDS HAITI

Percentage Percentage

variation over variation over
Coffee Year Unit Value previous year Unit Value previous ycar

(1) (2) (3) (L)

1963/196ML 38.97 - 35.61 -
1964 /1965 43.55 + 11.8 39.82 +11.8
1965/1966 11.53 - k.7 39. 00 - 2.0
1966/1967 38.30 - T.2 35.71 - 9.5
1967/1968 3442 - 10.2 33.3h - 6.6
1968/1969 34.81 + 1.2 32.78 - 1.7
1969/1970 45,94 + 31.9 3,41 + 32.3
1970/1971 k2,75 - 6.2 39.56 - 3.8
1971/1972 41,04 - b 39.71 + 0.k
1972/1973 na 48,02 + 23,2
1973/197h na 56.60 2 + 15,7

* TInternational Coffee Organization
1) All forms to all destinations
2) average October 73 - December T3 (provisional)

Note:

The unit values shown in this

in Table 3.

in Table 1A refer to calendar whereas

above refer to coffee~-year,

Table differ slightly form those riven
The differences are due to the fact that the values
those shown in Colurmn (3)
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during the period 1963/64 - 1972/73, coffce export prices of Haiti
have closely followed world prices. During that period, prices have
fluctuated by as much as 30 percent between ycars, while quarterly
variations of over 25 percent have also been recorded (see Table 6 ).
As already stated, fluctuations in world market prices appear to
constitute the 51ngle largest factor responsible for the wide varin-
tions in producer prlces. However, taxes and marketing margins also
influence prices as is demonstrated below.

6. Taxation.- Untii August 1973, coffee taxes were levied on a
fixed specific basis. Such a tax had a regressive effect as is shown
in the table below:

Taxe Schedule Applied Prior to 3 August 1973

Fob Price Tax as
US ¢/1b G/60 kilo Specific Taxl) Value after tax percent of F.0.EB.
30 200 87.1 (2) 112.9 43.5
37, 3 250 87.1 162.9 34.8
45 300 87.1 212.9 29.0
52 3 350 87.1 262.9 24 .9
60 koo 87.1 312.9 n.7
67 3 450 87.1 362.9 19.4
75 500 87.1 412.9 17.h4

During the period of declining export prices of the 60's, taxes
levied by the GOH had a considerable regressive effect on producers prices.
Taxes increased from 32 vpercent of the export price in 1962 to 37 per-
cent in 1969. Since August 1973 however, the GOli has adopted a new tax
schedule. The new tax is a combination of upec1f1c and ad valorer. taxes,

d jts weight as a percentage of the expori price inereases in the
middle range of prices (845 to $60) and then declin:s. (see Teble _8 ).
Between 315 and $60, taxes levied on unwashed coffees rise from appro-
ximately 18 to 30 percent of the °xport price, whereas from $60 to 375
taxes as n percentage of the export price decline from npprox1nately 30
to 24 percent. All coffec exported at a price in excess of $75 is taxed
at a uniform rate of either 19 or 2 percent, depending on the quality
of the coffee. Washed coffees are taxed at a lower rate than unwashed
coffees or brokens as an incentive to export the best qualities and to
consume locally the lower grades.

(1) as at January 1973
(2) equivalent to 13.1 cents per pound
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Table 6
HAITI: Quarterly unit values of coffee exports
(in US cents per pound)
1969/1970 1970/1971  1971/1972 1972/1973 1973/197h

Oct -~ Dec 39.2 43.0 37.2 W6, 7 5.2 1)
Jan - Mar 42.3 40.2 38.6 W77 o 1)
Apr - June 46,8 38.7 39.9 51.7
Jul ~ Sept ho.2 37.2 45.1 54,2
Average
Oct - Sept 430 39.6 39.7 48.9 56,3 2)

INDEX

(First Quarter of each coffee year = 100)

Oct -~ Dec 100.0. 100.0 100.0 100.0 100.0
Jan -~ Mar 107.9 93.5 103.8 102.1 110.7
Apr - June 119.h 90.0 107.2 110.7
Jul - Sept 125.5 86.5 121.2 116.0
1) mrovisional
?) average Oct. 73 - March Th

-

Source:

International Coffece Organization



-26~

Under the previous tax schedule the GOH was guaranteecd a fixed
revenue of 13.2 cents per pound, irrespective of the export price.
Under the current system the revenue is directly related to the value
of exports (see Table _4 ).

Table _9 gives a comparison of the weight of the coffee tax in
relation to the export price for the old (specific) tax and new
(prorata) tax schedules. The Table shows that at the lower range of
export prices (30¢ per pound) the ad valorem tax is half the tax which
was levied under the old (specific) tax schedule. At the higher range
of prices (above 50¢ per pound) the ad valorem tax is pgenerating more
revenue than the specific tax would have raised. Thus, while the
change over from the specific tax to the ad valorem tax system consti-
tutes an important step taken by the COH towards reducing the tax bur-
den of growers at the lower prices range, the new ad valorem tax has
at the level of 60¢ per pound the effect of moderating the increases in
producers prices while at the same time generating government revenues
higher than those it would have received under the specific tax system
as is shown below:

-
Export Value Tax levied in G per 6N kilo bag
US ¢/1b G/vag Specific Ad valorem Additional
tax tax tax per bag
(1) (2) (3) (L) (%) - (3)
45.75 300 87.1 an.o 2.9
60.60 400 87.1 96.0 8.9
T5.75 600 87.1 120.0 32.9

On the asgumption that the average annual unit value of coffec
exports during coffec-year 1973/7) will be .60¢ per nound, the addi-
tional revenue generated by the new coffec tax in comparison with the
revenue which would have been levied if the old (svecific) tax schedule
had still been in force, can be estimated at $667,500 for exports
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Table _7 - Revised Coffee Tax Schedule (as from 3 August 1973)
- in US$ per 60 kilos ~

Tax Rates
Export Price
Washed Unwashed and Broken

Less than k5,00 Us $4.6 Us $8.6

From 45,01 to 46.00 " oo 19 "o 19
46.01 to 47.00 "o 29 "o 2%
47.01 te 48.00 "o 39 " - 3%
48.01 to 49,00 " oL LS 114
49.01 to 50.00 " . 5% " - 57
50.01 to 51,00 L 14 " - 67
51.01 to 52.00 "L 7% " - T4
52.01 to 53.00 " o_ 8% " 84
53.01 to 54,00 A o4 " - 99
54,01 to 55.00 " o-10% " - 10%
55.01 to 56.00 "o 119 "o- 119
56.01 to 57.00 R -4 "o~ 129
57.01 to 58,00 "o 13% " - 13%
58.01 to 59.00 "o_ 1k R T4
59.01 to 60.00 " < 15% " - 159
60.01 to 75.00 14 Us$ 18 Us &
over T5 19% of 244 of

export value export value
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Table _8 - Current Coffee Tax on Natural (unwashed) Coffee
(in US $ per 60 kilos and in percent)

Export Price (Fob)

Tax levied
(in dollars)

Tax as Percent of
Export price

45,00
h7.50
50.00
52.50
55.00
570 50
60.00
62.50
65.00
67.50
T0.00
75.00
80.00
Over 85.00

8.60
10.03
11.10
12.80
1k.10
16.08
17.60
18.00
18.00
18.00
18.00
18.00
19.20
20. 40
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Table 9 - Comparison between tax levied prior to 3 August 1973 and
current tax on natural coffee (in US ¢ per pound)

Tax levied 1/ Tax as percecnt of export price

Export Price
US ¢/1v forior to 3-8-73| current tax | prior to 3-8-73 | current tax

30 13.2 6.5 Ly.0 21.6

ko 13.2 9.7 33.0 2k.2

50 13.2 13.6 26.4 27.2

60 13.2 1.4 22.0 2k.0

70 13.2 16.8 18.8 2h.o

8o 13.2 19.2 15.4 2.0

1/ washed coffee was and is still taxed at a slightly lower rate.
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estimated at 375,000 bags. Part of this additional revenue might be
usefully earmarked for re-investment in coffee for the modernization
and rationalization of the coffee industry and/or for the capitali-
zation of a coffee price stabilization fund. Under the current tax
allocation system, a fixed amount of 1.2¢ per pound is returned to

the coffee sector (see Table 10 ). At the going price of approxi-
mately 65¢ per pound (April 197 , this represents less than 2 percent
of the export value. It appears not unreasonable to suzgest, therefore,
to the GOH that the tax refund to the coffee sector -~ or allocations
of government revenue -~ be increased in value and the procecds there-
of be set aside and directed towards improvement of the industry, and/
or the stabilization of coffee prices in the internal market, and/or
the strengthening of IHPCADE and BCA.

T. Margins of Intermediaries.- According to the figures shown in
column (h7_3%;TEETE——3:Ef€EE—E;EEE margin has fluctuated considerably
in the period 1962 to 1974, varying from a low of 5.5¢ or 20 percant of
the export value in 1962 to 13.0¢, or 33 percent of the cxport price in
1971. On an average, traders' margins account for 20 to 25 percent of
the export price. For 197k however, the trade margin is provisionally
estimated at 16 percent. Attention should be drawn, however, to the
fact that the marketing costs and profit margins of intermediaries are
derived figures obtained by deducting from the export price the sum of
taxes and prices paid to producers and are, therefore, subject to serious
reservations. No satisfactory explanation appears to exist for the sub-
stantial increases in marketing costs between 1965 and 1966, on the onc
hand, and between 1970 and 1971, on the other. More detailed analysis
of the distribution of coifee income between the various sectors invol-
ved will be required before meaningful conclusions can be reached on
the real cost of marketing and on the appropriateness of the costs char-
ged by the private trade for their services. It was impossible to obtain
basic information from the GOH coffee authorities on past and current,
breakdown of average marketing costs and profits from farmers to tae
point of export. In this connection it is important that the GOH zive
consideration to strengthening the department of marketing of IHPCADE by
establishing an economic research unit which would inter alia carry out
periodic reviews of the various factors affecting the nrices paid to
producers. This would enable the GOH to have available all pertinent
facts prior to the implementation of measures to ensure that farmers
receive a fair share of the export price.



Table 10

Current Distribution of the Proceeds of the Coffee Tax on Natural Coffee
(in gourdes per 60 kilo bags)

1. Fob Value (¢/1lbs) 30,30 45,75 60.60 75.75
" " ($ per beg) Lo 60 80 100
" " (G per bag) 200 300 Loo 500
2. Tax due 43,00 90.00 96.00 120.00
Tax in percent of Fob value 21.5 30.0 2k,0 2h.0

3. Distribution of Coffee Tax:

3.1 Special allocations

coffee sector £,80 7.80 7.80 1.80
- IHPCADEQ) 5.25 5.25 5.25 5.25
-~ Coffee development fund 1.00 2.00 2.00 2.00
- international contri-
butions 0.55 0.55 0.55 0.55
3.2 Other special allocations 36.20 37.45 37.L5 37.45
- BNRH 3) 20.00 20.00 20,00 20.00
-~ Public debt sinking fund 15.00 15.00 15.00 15.00
- "Electiicité Péligre" - 1.25 1.25 1.25
- ONAAC ) 1.20 1.20 1;20 1.20

3.3 Total special allocations
(3.1 - 3,2) 43,00 45,25 li5.25 45,25

3.4 Balance to GOH - net
fiscal revenue 0 Lk, 75 50.75 Th.75

Source: Worksheets

1) Natural coffee represents between 83 to 87 nercent of total exports.

?) Institut Hnitien de Promotion de Café et d'Autres Denrées d'Exportation.,

3) Banque Nationale de la République d'Haiti.

L) office National d'Alphabétisation et d'Action Communautaire.
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8. Intraseasonal Fluctuations of Producers Prices.- Annunl
averages at producer prices conceal important month to month varin-
tions. An analysis of monthly prices paid to producers is therefore
in order. Table 11 gives monthly prices for Cap-Haitien 1/. The
range between which price have fluctuated in Cap-laitien since 1947/
1968 is shown below together with the annual percentage variation:

Monthly Producers Prices
(in G per pound)

Coffee Year Averagze High Low Percent of
(1) (2) 3) (3) to (2)
1967-68 0.77 0.98 0.60 (3.6
1968-69 0.71 0.81 0.62 30.6
1969-T70 1.22 1.50 0.98 53.0
1970-T1 0.80 1.10 0.65 69.2
1971-72 0.96 1.15 0.82 ho.2
1972-73 1.37 1.71 1.12 52,7
1973-7h 2/ 1.76 2.00 1.50 33.3

Thus, the low price for a year compared with the price for that
some year has ranged from 31 to 69 percent. These figures should,
however, not be taken at their face value because the marketing of
coffee is concentrated during a period of 4 to 5 months. Although
insufficient data have been analyzed to reach definite conclusions as
to the real impact on producers income of fluctuating monthly prices,
it appears that because of the lack of competition at the beginning
and at the end of the harvest seasons prices paid by traders are some-
what lower during the opening and closing stages of the marketing
scason. This may account for the wide variations in monthly prices
paid, variations wh .ch can not be dircctly related to changes in ex-
port priceo as ie shown in Table 12 and in Graphs III and IV .

In an attempt to prevent producers from selling their coffec to
traders at prices below the normal market value, IHPCADE operates a
system of reccmmended prices based on world market quotations. Taese
prices are given wide publicity through IHPCADE's network of district
offices. IHPCADE has, however, not applied the provision

___ of its statute which gives it the authority to fix,
in agreement with the Ministry of Commerce and Industry, compulsory
minimum prices to producers. It is evident, however, that any attempt

1/ Cap-Haitien is the largest merket representing on an average 36
percent of all coffee purchases in Haiti.

2/ 6 months only.



Oct /Sept

1967/68
1968/69
1969/T0
1970/71
1971/72
1972/73

1973/74

Oct

Source:

Nov

0.73
0.75
1.00
0.85
0.83
1.21

1.62

0.75
0.75
0.98
0.75
0.86
1.28

1.75

IHPCADE

c) estinates by
1) for ungraded unwashed coffee
2) 6 months average

Table 11

1)

Average monthly prices paid to producers in the district of CAP-HAITIEY

1.27

Feb

0.85
0.80
1.25
n.80
0.87

1.31

Mar

0.95
0.80
1.36
0.80
0.95

1.T0

Apr

0.70
1.h5
0.80
0.96
1.68

1.80¢)

Mission

1.9o°]

2.00¢)

0.98

(in gourdes per pound)

May

0.82
0.63
1.ko
0.81
1.00

1.22

Jun

0.80

0.70

0.82
1.0k

1.70

Jul

0.72
0.70
1.ko
0.75

1.11

Aug

0.60
0.62
1.05
0.65
1.10

1.63

Sep

1.12
0.76
1.15

1.63

Average
Oct/Sep

0.77
0.71
1.22
0.80
0.96
1.37
1.762)

Range
High Low
0.98 0.60
0.81 0.62
1.50 0.98
1.10 0.65
1.15 0.82
1.7 1.12
2.00 1.50

_EE—



Tabled2 . Monthly Distribution of Coffee Income , 1970/71 to Dec. 1973 - in US$ per 60 kg bags

1970/71 1971/72 1972/73 1973/74 ]
Export Marketing] Prod. Export Marketing | Prod Export : Marketing} Prod. Export keting] Prod

Month |price fob{ Tax margin 1) | Price jprice fob| Tax Margin 1) | Price Price fob | Tax Margin 1) |Price jprice fob| Tax Margin Pries

October 63.5 17.4 20.2 25.9 48.0 17.4 11.4 19.2 61.1 17.4 17.3 26.4 70.5 18.0 15.8 36.7

November] 59.8 17.4 22.5 19.9 50.0 17.4 12.2 20.4 61.5 17.4 15.5 28.6 71.8 18.0 15.7 38.2

December} 56.0 17.4 21.1 17.5 49.2 17.4 10.n 21.8 61.7 17.4 16.0 28.3 72.7 18.0 14.9 39.9

January 53.6 17.4 17.7 18.5 49.9 17.4 11.9 20.6 62,0 17.4 13.9 30.7

Feb. 53.6 17.4 17.8 18.5 53.0 17.4 14.7 20.9 62,5 17.4 12.0 33.1

March 52.6 17.4 16.0 19.2 50.7 17.4 8.8 24.5 65.2 17.4 11.6 36.2

April 53.1 17.4 15.8 19.9 52.0 17.4 11.1 23.5 65.0 17.4 11.9 35.7

Hay 50.5 17.4 12.9 20.2 52.6 17.4 12.0 23.3 68.6 17.4 15.6 35.5

June 50.9 17.4 13.n 20.4 54.1 17.4 13.1 23.5 71.4 17.4 18.8 35.2

July 49.1 17.4 14.2 17.5 55.3 17.4 15.1 22.8 72.1 17.0 19.5 35.2

August 49.1 17.4 15.6 16.1 57.8 17.4 15.9 24.5 70.8 18.0 16.1 36.7

Sept. 50.5 17.4 15.1 18.0 64.2 17.4 20.9 25.9 71.6 18.0 17.6 36.0 .
Q@
'

In Pegcent

October | 100 27 32 41 100 35 24 40 100 29 28 43 100 26 22 52

Sovember| 100 29 38 33 100 35 24 41 100 29 25 47 1n0 25 22 53

December{ 100 31 38 31 100 35 20 45 100 28 26 46 100 25 20 55

January | 100 32 33 35 100 35 24 41 100 28 22 50

Feb. 100 3 33 34 106 33 28 39 100 28 19 53

March 100 33 30 37 100 34 18 48 100 27 18 55

April 100 33 30 37 100 i3 27 45 100 27 18 55

May 100 34 26 40 100° 33 23 44 100 25 23 52

June 100 34 26 40 100 32 24 44 100 24 26 50

July 100 35 29 36 100 32 27 41 100 24 27 49

August 100 35 32 33 100 30 28 42 100 25 23 52

Sept. 100 35 30 36 100 27 33 40 100 25 25 50

1)  Qderived by deducting reported uroducers.nrices and taxes

from average Fob export.prices.
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to fix minimum prices woulg require on the spot supervision of market
transactions. It is doubtful that IHPCADE could successfully carry
out such a task under present conditions. Further study of the cur-
rent marketing system and of the supervisory capacity of the IHPCADE
is needed prior to determining whether or not the fixing of compul-
sory minimum prices would result in reducing seasonal price fluctua-
tions at producer level,

9. Price Stabilization.- The GOH introduced in January 1966 a
"ecoffee price stabilization tax" of $0.33 per 60 kilo bag and made
provisions for the setting up of a Coffce Price Stabilization Fung
for the purpose of "taking any action required to avoid fluctuations
of the export and domestic prices of coffee". The Fund, however,
never became operational and the proceeds of the tax appear to have been
direceted to the special investment +udpget for coffec rchabilitation
by IHPCADE. The necw tax schedule introduced in August 1973 does not
provide for a coffee price stabilization tax.

The fact that the GOy introduced a coffee price stabilization tax
for the purpose of stabilizing both internal and external market prices
does indicate that the GOy is fully aware of the need to protect pro-
ducers prices in periods of low prices. Tt can be assumed that such
stabilizing action has not been initiated for lack of adequate mecha-
nisms and means to achieve that moal. At current market prices there
is little need to sunport producer prices except as a measure to ensure
that farmers have the pessibility of selling their produce at a price
commensurate with its real market value. A possible solution is that a
special tax be instituted for price stabilization purposes. The table
below shows the estimated annual revenues which would accrue to a fund
at various levels of taxation and of exnorts,

Volume of

Exports Taxes levied at:

(000 bags) $1 bag $1.50 bay &2 bag  22.58 bap 33 bar
350 350 000 525 000 700 000 875 000 1 050 000
375 375 000 5¢2 500 750 009 937 500 1 125 ono
koo 400 000 00 000 300 000 [ 1 000 009 1 200 900
h50 450 000 675 000 900 000} 1 125 0on 1 350 209
500 500 000 750 000 |1 000 009 | 1 250 nog 1 509 0nn
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It is premature to calculate the financial requirements of the
fund at this early stage, since they will be a direct function of
the model selected for stabilizing prices (indirect support or direct
intervention), the level at which price support will be initiated and
the volumes of coffee to be purchased or for which price support is
required.

Considering the current market situation and the likelihood of
sustained prices for the next two or three vears, it mav be assumed
that internal price supports to compensate for declining world market
prices will not be needed in the near fubure. lowever, a stand-by
price support system of a marketing nature to protect farmers' revenues
against restrictive practices of the trade may be needed in the near
future.A decision should be take on this matter following the comple-
tion of a comprehensive study of the current marketing structure and
of all factors relevent to the operation of a mechanism for tie support
of prices as suggested below.

10. Considerations Regarding the “stablishnent of a Cofleo Price
Stabilization Fund.- As stated above, price and income instability
appear to have been amongst the major causes of the decline of produc-
tion and export of coffee in ilaiti. It is thereforec essential that,
along with the efforts that the GOH is undertakine to revitalize the
production of cofi'ee by aiding producers Lo renovate and rehabilitate
their coffee farms and sgradual improvement of the cultivation techni-
ques - including the use of fertilizers - stens be taken simultaneously
to study means of muarantecing coffec farmers stable and renmunerative
prices. It has been shownthat as long as producers prices arc directly
linked with export prices, vrice stability will be difficult to achieve
even if measures are taken to ensure that at all stages of the marketing
process fair margins are applied. To break this link will rcauire the
establishment of a mechanism throush vhich internal prices are isolated
from or at least not directly related to world market priccs.

A good many coffee producing countries are implementing -ricing
schemes which guarantee stable prices to their rroducers. Thc Ivory
Coast, Cameroun, Togo,Valagasy:Republic, Uzanda end several others
have establishied marketing toards whichi handle the entire crcw on be-
half of their governments. Coffeec is nurchased at minimum suaranteed
prices set at the beginning of each buring season for the duration of
that particular marketing year (Ivory Coast, Cameroun, Togs, Melrasy)
or to be revised on an ad hoc basis ( Uzanda). Coffee is collected
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through appointed buying agents who operate on a fee basis. Whereas
some of the marketing boards are sole exporters ( Uzanda), others
operate through the established trade. Differences between support

and export prices are financed from the Board's resources. In Brazil
where the coffee trade is mostly in the hand of private enterprises

the Coffee Institute protects the farmer from sharp declining nrices
by posting a minimum guaranteed price at which level the Institute begins
offering to buy any quantity which producers, traders and/or cxporters
are willing to sell. A similar system is operated by Colombia, Mexico,
Angola, etc. Price stabilization funds are capitalized either by means
of a special tax or by marketing profits. All schemes have the prime
purpose of guaranteeing stable prices and adequate revenues to their
coffee farmers.

Price Stabilization at Farmers Level in Haiti

This might be achieved mainly in two ways: by fixing a compulsory

minimum price at which traders and exporters are under the obligation

o purchase the coffee from the farmer, or by setting up in the main
market places buying centers operated by or on account of IKPCADE in
direct competition with the established traders. In the first case,
government intervention - through IHPCADE - would be limited to refunding
to the exrorter the difference between the fob cquivalent of the com-
pulsory buying price and of the export price each time the latter is
lower than the former. This system has the advantage of being relati-
vely easy and simple to operate provided adequate safeguards exist to
assure that coffee purchased at the time when the fob equivalent of the
minimum guaranteed vrice is equal or above the export prices is not
included in the volume of coffee qualifying for refunds by the stabili-
zation fund. This will require daily monitoring of (a) the quantities
of coffee purchased from farmers by traders and exporters and (b) of
the world market prices on the basis of which the amount of the subsidy
will be calculated. The system briefly outlined above only requires
small amounts of manpower and budgetary funds - since stabilizetion is
achieved by simply making compensating payments to the exporters for
those coffees purchased at the compulsory minimum price exceeiins free
market prices. The possible alternative system of direct IHPCADY pur-
chase will require the establishment, staffing and funding of buyin-z
centers in main market places. The choice of the system will depend on
a great number of factors and considerations, including the size of funds
available for stabilization purnoses, the availability of ecxperienced
8nd well qualified personnel, investment and onerating costs. In either
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case, indirect purchase or direct subsidization, one of the ecrucial
points on which high level decisions will be required relates to the
setting of the floor price. In dealing with this matter considera-
tion will need to be given to cost of production, the equilibrium
price, size of the crop and medium and lonp term market price trends.
It is clear that prior to the implementation of the price atabilization
scheme, detailed studies and surveys will be necessary to asscmble all
data and information of technical and other nature required to facili-
tate the decision-making process. Detailed studies will also be needed
of all legal, financial, administrative and technical aspects related
to the establishment of a stabilization scheme. THPCADE might be given
& legal mandate from the Government authorizing it to buy and sell
coffee in periods of crises or depressed market nrices, and to finance
such operations by means of the reserves accumulated in the stabiliza-
tion fund. Among other technical points which deserve mention is the
need to make a choice between a uniform guaranteed price applicable
nationwide, irrespective of its location inrelation to the main export
ports, and a minimum guaranteed price wnich would be a function of the
estimated transport costs between the point of purchase and the port

of export. Consideration will also ncec to be siven to quality, cspe-
cially if IHPCADE were to operate directly on the market. Problems of
logistics, such as the availability of adequate drying, warchousing
and transport facilities, will also require resolution prior to imple-
menting any scheme.

Given the complexity of the subject, and the lack of adequate
knowledge about many of the points mentionecd in “he precceding para-
graphs, it is recommended that a detailed study of the marketing secctor
for coffee be initiated as soon as possible. Such a study would not
only review the existing structure and identify areas of constraint but
would put forward recommendations on the feasibility - of
operating an effective scheme for the stabilization of coffee prices at
farm level. A suggested terms of reference for the study may be found

in Annex Iv_.
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B. AGRICULTURAL FACTORS OF COFFEE PRODUCTION

1. Cultivation

Coffee culture in Haiti has been pursued for more than 200 years.
The coffee is of the Arabica type and is predominently "wild" in cha-
racter. Existing plantings consist largely of naturally seeded stands.
which are a result of seed drop, natural germination and a minimum of
cultural attention. These stands are characterized by overly dense,
thin, spindly trees with trunks averaging about 1/2 inch in diameter.
Many of these stands are probably the natural result of the widescale
destruction of the older coffee plantings by the hurricanes of 1963,
1964 and 1966. Even though of relative young age (8 years or so) these
plantings are extremely low ylelding and are in dire need of improvement.
The principal factors causing low yields are low levels of the major
and minor nutritional elements, excessive plant populations, lack of
pruning, excessive shade and the poor yielding potential of the gene-
tic material. In most plantings farmers are only involved in cutting
some weeds once a year and in harvesting the crop. Few attempts have
been made by most farmers to employ improved cultural practices to
increase yields except in recent months. Farmers are reported to be
encouraged by increasing coffee prices and are now busily engaged in
improvements of coffee plantings to the extent of their financial and
physical capabilities. These efforts in most cases are limited to pro-
viding their own labor for cutting weeds, pruning and some minor re-
duction of shade. This will have some slight effect upon increasing
ylelds by perhaps 50-100 kg. per hectare the first year or two but will
not significantly affect the major cause of low yields (the low level
of fertility - principally nitrogen).

2. Need for Fertilizer

Yields £ coffee are almost exclusively a function of the physiolo-
glcal condition of the plant. The importance of fertility of the soil,
as it affects the physiological state of the coffee plants, is demons-
trated by the phenomena of the extreme variability in the biennial
cycle of coffee production in Haiti in past years. In general, coffee
plants produce high yields to the extent of their genetic capacity if
they have an adequate source of major and minor nutrients supplied at
balanced levels appropriate to the environment in which the coffee is
grown. The level of nitrogen is an extremely important factor for de-
termining yields since the level of this nutrient affects the level
and uniformity of production between years. The coffee plants grown
under a given light intensity (whether full sunlight, reduced light
caused by clouds, reduced light caused by shade trees or tall inter-
planted crops such as bananas, plantains, rubber trees, fruit trees,
etc.) require an appropriate level of nitrogen to provide for a balance
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between nitrogen and carbohydrates (sugar, starches, etc.) within the
plants. If the balance and levels of nitrogen and carbohydrates are
adequate, 1/ plants will be vigorous, fully vegetative and will readily
bear large numbers of flowers each year and will produce a high yield
of coffee. If plants are grown under dense shade (reduced sunlight),
the level of carbohydrates produced by the photosynthesis process is
low. Therefore, the plant's nitrogen requirements to provide a balance
between carbohydrates and nitrogen is also low. Plants grown under these
conditions are representative of much of the coffee grown in Haiti. Such
plants are small, with limited foliage area, possess small trunks, lack
vigor, produce a limited number of flowers and a resulting low yield.
While still in the physiological condition Class III C, the potential
N

for yield is very low. If shade on these trees is increased (light is
reduced) through the natural process of lack of attention to pruning
of shade trees, the physiological condition may change to Class I ¢,

N
where the plants will produce only few flowers and yield only an insigni-
ficant yield. Much Haitian coffee falls into this classification.

If shade 1s reduced for traditionally grown coffee without nitrogen
fertilizer application, the carbohydrates produced within the plants be-
come excessive in velation to the nitrogen. This physiological condition
is recognized in Class IV C. Such plants are characterized as having

n
achieved senescence. Such plants flower profusely, they lack vegetative
vigor, the stems become hard, leaves exhibit water and nitrogen stress-
turning yellow or brown, leaves and coffee berries drop off, tree bran-
ches dry, turn brown, and die and at times the trees completely die.
Plants in Class IV may be rescued from disaster if shade is increased
(low intensity type of production) or if nitrogen in balance with other
nutrients is applied to the trees (higher level of cultural intensity).
In either case, yield becomes almost a direct function of carbohydrate
production of the plant which must be balanced with the nitrogen. The
ackievement of increased coffee production in Haiti is thus almost en-
tirely dependent upon the use of fertilizer. Without fertilizer on the
existing plantings, significant production increases per hectare are
impossible. With any new planting of coffee, high yields are likewise
impossible without application of a moderate level of intensity of cul-
tural practices. While it is theoretically possible to produce very
high yields of coffee under more intensive systems, i. e. growing coffee
in hedgerows in full sunlight with high fertilizer application, the cul-

1/ Identified as being in Kraus & Krabill Physiological State
Class III C
N
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tural methods proposed for this project are expected to be of low to
intermediate intensity. Commensurate yields of 750-1100 kg./ha. are
anticipated. The application of expensive inputs such as fertilizer
at a low level of intensity is usually considered by agro-economists
to provide the highest benefit/cost ratio. Chart A demonstrates
an example of the range of yields that can be expected. While this
response curve is hypothetical, it represents the type of response
possible from varying levels of fertilizer application to both new
plantings and rehabilitated plantings of coffee in Haiti when commen-
surate levels of other agronomic practices are also applied.

Along with fertilizer application, other cultural practices of a
more intensive nature than Practiced at present should be employed.
Trees should be topped to Iuduce lateral branching; shade should be
reduced to approximately 1/4 to 1/2 sunlight; weeding should be per-
formed three times PET year; trees need to be properly spaced in rows;
the use of manures and Plant material mulches of many types is desira-
ble; pests and diseases need to be controlled by use of fungicides and
insecticides; and soil and water conservation practices of varying
types should be encouraged. The above cultural practices represent
the types of inputs that can be performed by farmers with little or
no cash outlay. While these Practices represent important parts of a
package of improved techniques that can help to increase production
significantly, they cannot individually replace the major need for
adequate soil nutrients, especially nitrogen.

An interesting phenomenon which demonsirates the importance of
nitrogen fertilizer for increasing yields is that of the alternate
year-bearing cycle of coffee. Table 13  shows the levels of varia-
tion of export of coffee from 1952-53 to 1968-69. Since internal con-
sumption demand most likely has not varied significantly from one
year to the next, variations in the export figures probably repre-
sent the degree of production variation by year. It can be observed
that a definite cyclic trend exists with one year of high production
followed by one year of low production. This variation is uniform ex-
cept for the years 1963-1964 and 1967 when hurricanes caused a dis-
ruption of the cycle. What is significant about the production-

has been grown under physiological stress conditions wherein the
coffee plants lacking nitrogen at the pProper time have moved from
Class III to Class IV condition mentioned above and then back again

to Class III the following year. This tends to produce an above aver-
age crop in one year and a below average crop the next. This bi-yearly
cycle of production is also a phenomenon of other types of plants
(apples, oranges,etc.) when unattended and not fertilized. Table 13
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shows that the yearly variations have been as high as 90% (290,000
sacks of 60 kg. in 1956/57 followed by 550,000 sacks in 1957/58).
Hurricanes have had the effect of reducing shade and defoliating
trees thus slightly increasing yields the following year and level-
ing out the cyclic variation in the low average yield base. There
have been no significant long~term increases in yield from such
natural phenomena, however.

In conclusion, what is required to raise the average production
level and at the same time to minimize the variation in yield from
year to year is to use fertilizer judiciously as part of a cultural
package of techniques.



CHART _A. TYPICAL YIELD RESPONSE CURVE COFFEE PRODUCTION PER HECTARE AS RESULT OF APPLICATION OF FOUR
LEVELS FERTILIZER (20-5-15)
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Table

VARIATION IN QOFFSES IXPONTS (I98i-lsa9) - RACRY a0 WL RaAE

YEAR EXPORTS OBSERVATIONS
1951-52 522,017 High

1952-53 385,388 Low

1953-54 539,887 High

1954-55 327,672 Low

1955~56 519,472 High

1957-57 290,301 Low

1957-58 576,399 High

1958-59 278,384 Low

1959-60 476,068 High

1960-61 273,455 Low

1961-62 544,560 High

1962-63 424,965 Low

1963-64 364,182 Hurricane Year
1964-65 381,282 Hurricane Year
1965-66 407,432 High

1966-67 282,783 Low

1967-68 324,972 Hurricane Year
1968-69 308,156 Year after hurricane
1969-70 274,801 Low

1970-71 358,438 High

1971-72 397,899 High

1972-73 323,445 Low

1973-74 (Est.) 375,000 High

Source: IHPCADE Data
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3. Need for Operational Centers

The need for a system of operational centers is justified on the
basis of the desirability of providing government services and re-
sources to a selected part of the coffee sub-sector. While a begin-
ning has been made by DARNDR and IHPCADE to promote more intensive
coffee production in some areas of Haiti, the magnitude of the pro-
gram has been limited due to the lack of funding for these activities.
This project, by establishing new centers of operation for IHPCADE in
coffee-growing areas, will allow these activities to proceed at a more
rapid pace and with adequate financial support. The philosophy of the

aspects of the development program. The centers will serve as the cen-
tral point for marshalling of inputs and for disseminating market in-
formation on coffee. Technical personnel will be assigned to conduct
the program of work for the centers as well as the promotion activi-
ties in areas as far as 20 miles away served by the centers. Credit
activities related to coffee will operate from the centers outward
into the production areas and be an integral part of the promotion pro-
gram. DARNDR-related activites and services in crops other than coffee
will also emanate from the centers where appropriate.

Field tests and demonstrations will be conducted at the centers with
new varieties, pruning techniques, planting densities, shade reduction,
and use of chemical fertilizers, mulches, soil amendments, disease and
insect control, etc. Cost of production data will be compiled to assist
in developing the most economic set of practices and recommendations.
Demonstrations of the best practices will be made by agents in outlying
areas on the land of cooperating farmers. This type of change by '"de-
monstrating” and "doing" is essential if the traditional coffee grower
is to accept fertilizer use in association with other practices, many
of which he is already familiar to some degree.

The centers will be expected to furnish immediate and long-range
future needs of the coffee sub-sector by introduction,selection, test-
ing and multiplication,and distribution of rust-resistant plant mate-
rial. Varieties of coffee resistant to leaf rust have already been
introduced and are being multiplied. Additional resistant material
will be introduced as it becomes available. The occurrence of diseases
and insects will be monitored by field agents with a view towards mini-
mizing such problems before they become epiphytotic.
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Soil and fertility problems will be researched to determine the
most economic recommendations for use of chemical fertilizers by
type, time, method of application and rate on the various soil types.
It is anticipated that future work in this area may be assisted by
the North Carolina State University Regional Project sponsored under
LA Bureau Regional Funding. Assistance could consist of defining the
magnitude of soil problems in coffee areas of Haiti and providing aid
in establishing laboratory facilities for conducting soil and leaf
analyses in coffee.

The centers will serve as locations for farmer field days, short
courses, farmer meetings, DARNDR, IHIPCADE and BCA technician train-
ing in research, extension and credit techniques and procedures. The
training facilities envisaged will be able to accommodate 30 trainees
at a time for periods as long as desirable. The facilities could
equally serve as guest quarters for visiting officials and other visi-
tors. BCA personnel will be officed in the operational centers to per-
form the group lending functions described in another part of this
proposal. Stocks of fertilizers and other input needs will be main-
tained under inventory control for direct distribution to coffee far-
mers under credit or cash purchase arrangements described elsewhere.
To the greatest extent possible credit is expected to be accompanied
by information, technical assistance and supervision to assure that
use of fertilizer, for example, is judicial and is an integral part of
the management techniques of coffee culture.

The other functions of IHPCADE such as data gathering, providing
market information, implementing government quality control regula-
tions, government control of speculators, control of minimum prices,
stabilization of market prices and other miscellaneous activities
relating to coffee will also be part of the operation center's pro-
gram of work. The centers will be expected to report program activi-
ties to DARNDR/IHPCADE Regional Bureaus in the nearby major towns or
cities which in turn report to the central headquarters in Port-au-
Prince. The centers thus serve as an extension of an existing mecha-
nism to provide to coffee farmers the vital services, information and
resources which have heretofore been lacking.

C. IHPCADE

1. History

A review of GOH institutional history indicates that a National
Coffee Office was created in 1946. This institution received auto-
nomy in 1958. A decree on August 19, 1968 created in its place the
Haitian Institute of Coffee Promotion and Export Products (IHPCADE).
By a law of September 13, 1971, IHPCADE became integrated into the
Department of Agriculture and Natural Resources and Rural Development
(DARNDR) as a special entity of this Ministry.
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IHPCADE is required by law to provide the Secretary of State for
Agriculture with reports regarding price and market forecasts for
coffee. Quarterly reports are to be submitted on activities to the
Secretary of State for Agriculture. IHPCADE is required to prepare
perlodic bulletins of a technical and historical character on the
commerce of coffee and other export products.

Various structural entities exist within IHPCADE to assist the
Director General in performing the various functions of IHPCADE. A
Secretary General assists in the general administration of the pro-
gram, i1 . e. prepares reports of the activities of the various sec-
tions and prepares correspondence for the Director General. A Gene-
ral Counrel's office is provided to perform various legal services,
i. e. to represent IHPCADE's legal interests and to safeguard its
well-being.

A Consultative Council of nine members is appointed to assist the
Director General in achieving the objectives of IHPCADE. It is com-
posed of:

1/
-~ 2 representatives of the coffee exporters
1
-~ 2 representatives of the coffee producers-J
-- 1 representative of the Department of Commerce and Industry
-~ 1 representative of the CONADEP
-- 1 representative of the National Bank (BNRH)
== 1 representative of the Bureau of Agricultural Credit
~= | representative of the Director General of Agriculture

This Consultative Council meets each three months at the calling

of the Director General of IHPCADE. Its role is to assist the Director

General by:

-- studying the work plan and policies of IHPCADE with the Director
General.

-~ serving as liaison with the various organizations which the Consul-
tative Council members represent.

== providing recommendations to the Director General for improving the
IHPCADE program.

1/ appointed by the Secretary of State for Agriculture
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The four divisions of IHPCADE each have distinct responsibilities
for the program.

1. The Promotion Division performs studies and research to seek
ways to promote the formation or renovation of agricultural, indus-
trial and commercial enterprises and other interests in coffee. It
develops and executes coffee promotion projects in collaboration with
other services of the Department of Agriculture. This Division gathers,
compiles and evaluates statistics on coffee prices, production and mar-
keting. It is responsible for information gathering and dissemination
relating to coffee.

2. The Division of Commercialization and Control of Export Products
undertakes responsibilities regarding internal and external marketing.
The Division:

-~ approves and registers all contracts of sale of the exporters.
=- provides authorization to export.

-- provides certificates of origin (in conjunction with the customs
service).

-~ verifies that grades and standards of export products are complied
with according to law.

=~ concerns itself with both global and individual aspects of coffee-
related IHPCADE responsibilities.

—~ oversees the application of laws relating to internal markets.

-~ makes marketing analyses of coffee commerce necessary to establish
policies relating to coffee.

3. The principal responsibilities of the Inspection and Evaluation
Division are to:

-- evaluate all projects and programs carried out by the Promotion Di-
vision, both those in progress and those already executed.

-- draw from the present or past programs the norms for establishment
of a dynamic coffee policy.

-- assist the Director General in the supervision of the activities of
the IHPCADE.
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4. The Administrative Division of IHPCADE has three sections:

-- the controller and auditing section which makes payments and maintains
records.

—-- the general services section which is responsible for purchase, main-
tenance and inventory of materials, supplies and equipment of IHPCADE.

-- the Personnel Service section responsible for all personnel matters.

5. Regional Offices of IHPCADE have been established in the principal
coffee-producing regions of the country. Technical programs are carried
out in the agricultural districts delineated by the DARNDR. Each district
is directed by a Chief of the District, who is an agronomist and is aided
by assistaut agronomists (adjoint technique), by a Chief of Agricultural
Agents, by agricultural agents and by accountants for the control of
other products. IHPCADE regional personnel are usually officed in regional
nffices of DARNDR and are expected to coordinate their activities and
cooperate with those of the DARNDR Extension Service, Research Service,
Administrative Service, etc. IHPCADE calls upon other personnel of DARNDR
to assist in its program where appropriate.

3. Staffing

At the present time the IHPCADE has personnel stationed in the various
offices throughout the country as indicated in Table 14 . In certain
districts, personnel are very limited in numbers. IHPCADE will nominate
additional qualified agents to conduct the program of work as planned.
Where possible, these new agents will be recruited in the coffee pro~
duction areas and be trained prior to assuming their responsibilities.
Knowledge of the areas and the people in the areas will facilitate their
working directly with the coffee farmer groups.



Assignment of Agronomist and Agents of IHPCADE
1
by geographic location

District Agronomists Agents Total
* Cap-Haitien 3 32 35
* Sub districts/frontier zones 3 29 32
Hinche 2 4 6
* Port-de-Paix 2 10 12
Saint-Marc 2 4 6
Belladére 2 8 10
* Port-au-Prince 3 20 23
* Jacmel 2 n 13
Petit-Goave 1 5 6
Miragoane 1 9 10
* Les Cayes 2 10 12
* Jérémie 2 10 12
Total 25 152 177

* Areas considered as most appropriate for intensified programs because of the

favorable agro-economic conditions which exist.

1) Source: "Ana'lyse Institutionnelle de 1'Institut Haitien de Promotion duy

Café et des Denrées d'Exportation” IHPCADE, 1973.
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4. Budget

The most recent ordinary budget of IHPCADE (1973-74) indicates a
total of 1,896,509 Gourdes ($379,301). It was derived from a contri-
bution of 5.25 Gourdes ($1.05) for every 60-kilogram sack of coffee
exported. An additional 106,000 Gourdes were derived from 1972-73
balance carryovers and other sources. A summary of major investment
budgetary line items is presented in Table 15 .

Table 15 - IHPCADE Ordinary Budget 1973 - 74

Salaries Gdes. 1,448,400
Fixed subsidies relating to salaries Gdes. 141,009
Representation Gdes. 16,800
Materials and supplies Gdes. 104,400
Transportation Gdes. 68,000
Rent and Communication Gdes. 23,300
Contract Services Gdes. 21,600
Equipment, Vehicles Gdes. 25,000
Contributions and subsidies Gdes. 25,000
Repairs, maintenance Gdes. 11,000
Other operational costs Gdes. 13,000

TOTAL ....... Gdes. 1,896,509

In addition to the ordinary budget, an extraordinary budget 1is
derived from a surtax of $.40 per 60-kilo sack. Under authorized
revenue sources, the total budget of IHPCADE should be in the magni~-
tude of 2.9 million Gdes., or $580,000. This varies, however, from
year to year.

In the 1972-73 GOH fiscal year there was no investment budget
available. In the 1971-72 year the investment budget totalled Gdes.
600,000 which was not all utilized, with the unutilized portion re-
turning to the Tyeasury.
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It 1s considered that present budgetary resources are not adequate
when compared to the magnitude of the task to be performed. Approxi-
mately 55Z of the total budget went to salaries in 1973-74. Other line
items of considerable magnitude were fertilizer purchases of 510 metric
tons which were sold at 50% subsidy, plastic bags for use in nurseries
and POL.

There have been apparently no attempts to consolidate the budget of
the IHPCADE or the DARNDR. Sources of revenue have varied from year to
year, coming largely from varying coffee tax collections on exports.

5. Present Activities

Since 1958, IHPCADE has conducted a program of coffee improvement
utilizing its limited budget, personnel and other resources. These ac-
tivities, because of resource limitations, had been confined to demons-
trations and small projects in a few coffee-producing areas only. Since
1964-65, a more significant program has been launched. The results of
the program measured in terms of inputs has been quite significant.
Table _ 16  indicates that from 1964-71 more than 7 million plants
have been distributed and planted, 1,300 tons of fertilizers have been
distributed and applied to coffee, of which 3,295,000 plants are im-
proved varieties, and 2,352 hectares of coffee have been rehabilitated.

The introduction of new high~yielding varieties of Caturra, Bourdon,
Salvedoreno and others will allow gradual replacement of the typical
"Arabica" coffee grown in Haiti. The introduction of 500 kilograms of
seed of the variety "Geisha" which is resistant to the. leaf rust di -
sease (Hemilela Vastatrix) represents a major step to prepare for future
use of this variety. The transmittance of this coffee disease from Bra-
zil to Central America and the coffee~producing Caribbean countries may
well occur sometime in the future.
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Table 16
Resume of IHPCADE Activities
1964 - 1971
No. Coffee Of which Fertilizer Areas
Plants Distr. Improved Used Rehabilitated
(000's) Varieties Tons (Has.)
(000's)
1964-65 625 90 125 207
1965-66 1,125 110 200 375
1966-67 825 150 200 275
1967-68 1,100 170 310 365
1968-69 1,050 650 375 350
1969-70 1,145 1,025 25 380
1970~-71 1,192 1,100 140 400
Total 7,062 3,295 1,300 2,352

The IHPCADE program has resulted in the introduction of improved plant
materials and modern technology comparable to that existing in some of
the major coffee~producing countries of Central America. In the area of
Thiotte, for example, several areas of coffee have been observed by AID
Agriculturalists under excellent management systems. Improved varieties
have been planted, plants were spaced in terraces, mulched, pruned, fer-
tilized with approximately one pound of 10-5-20-1 analysis fertilizer
per tree per year, provided with one-half or more light intensity by
control of the shade tree cover and were sprayed with copper fungicides
and malathion and chlorodane insecticides. Such culture was reported to
yield 3,000 pounds of dried coffee per hectare (1,363 kg./ha.). While
adequate facilities existed for processing washed coffee, most coffee
in the area was of the sun-dried category because of the difficulty in
trangporting the cherry coffee to the processing plants.

The institutional capacity of IHPCADE to conduct a production pro-
gram has been demonstrated by its past efforts.
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D. AGRICULTURAL CREDIT

1. Brief History of Agricultural Credit

For more than a century following independence, no financial insti-
tution in Haiti provided commercial or agricultural credit, and farmers
depended on private sources such as speculators, local businessmen and
well-to-do farmers. This informal sysiem of credit operated without le-
gal constraints, and excessive interest rates were charged in ordev to
cover high risks and losses. The natural result was perpetual indebted-
ness for the farmer, including the pledging of crops for jindefinite pe-
riods of time. When family emergencies arose, farmers were forced to
sell their crops at unfavorable Prices and mortgage their small parcels
of land. This usurious type of credit has been one cause of the perpe-
tual poverty of the Haitian farmer and has been one cause of stagnation
in the agricultural sector.

In efforts to remedy the situation, from 1910 to 1917 special loan
windows were opened in existing banks to serve the agricultural and com-
mercial credit needs. These failed because of administrative difficul-
ties and the lack of trained technical personnel.

During the 1930's, the agricultural extension service of the Depart-
ment of Agriculture started a loan program to provide seeds to farmers
to be repaid in kind at harvest time and in 1948 a credit program was
started to provide tools to small farmers. These programs were not success-
ful as the credit recipients tended to accept such help as "donations"
from the Government. In 1951, the Haitian Institute for Agricultural
and Industrial Credit (IHCAI) was created to make credit more accessi-
ble to farmers. In practice, however, small farmers could not qualify
for credit under IHCAI's traditional banking criteriz. In 1961, IHCAI
was replaced by the Institute for Agricultural and Industrial Develop~
ment (IDAI) with a more flexible policy for reaching small farmers than
its predecessor, but in practice the Institute has turned in la: ,e part
to the financing of larger commercial enterprises ~ both rural and urban.
It finally became evident that a financial institution was needed which
could make credit available to small farmers while at the same time safe-
guarding its funds, and in September, 1956, the Department of Agriculture
introduced a system of supervised credit as a pllot project. The program
was financed by the Haitian Government and U. S. Point IV. The U. S.
contributed $100,000 to be used as a loan fund along with a Haitian
counterpart ccntribution of approximately $80,000. One of the fundamental
points of the program was to prove the feasibility of a rural supervised
credit organization in order to gain the support of private financial
institutions. The Bureau of Supervised Rural Credit (BCRS) was set up
to develop this program among small farmers in Marfrane (Southwest),
Borgne (North), Fonds-des-Negres (South). Between 1956 and 1959 progress
under the program proved to the Haitians that such an institution could
be viable and additional staff was added for expansion of the program
to new areas.
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In June 1959, the Bureau of Supervised Rural Credit (BCRS) was reor-
ganized and the Bureau of Agricultural Credit (BCA) emerged. Its object-
ives were-lroadenedto include financing agricultural cooperatives, irri-
gation projects and other agricultural programs, and to accept the savings
of individual farmers and cooperatives. At the time (1959~1962) BCA re-
ceived U. S. assistance totalling slightly over US $1 million for agri-
cultural credit and some $40,000 for office equipment and vehicles. The
Haitian counterpart contribution was $185,000, mainly in salaries.

On the private sector side, some rur'l credit unions have been orga-
nized but the minimal funds which they mobilized were insufficient for
any measuratle impact.

From 1961 to the present, only minimal rural credit activity has
occurred in a relatively stagnant small farm program. (See following
Section on BCA for illustrative figures.)

2. Bureau of Agricultural Credit (BCA)

(a) Organization and Current Status

The BCA is a "semi-autonomous" financial bureau in the Department
of Agriculture, Natural Resources and Rural Development (DANRRD) and is
administered by a scven-man government board of directors as follows:

1. Minister of Agriculture - President
2. Director General of Agriculture - Vice President
3. Director of BCA - Secretary

4. Department of Commerce and Industry

5., Department of Finance and Economic Affairs

6. National Bank of the Republic of Haiti

7. Institute of Agricultural and Industrial Development (IDAI)

BCA initiated operations in 1959 with headquarters in Port-au-
Prince (now in the Ministry of Agriculture building in Damien) and ten
regional offices. By 1965 regional offices had decreased to 7, located
in Port-au-Prince, Jacmel, Cap-Haitien, Jeremie, Gonaives, Borel and
Cayes. (The office at Cayes was opened in 1964 to backstop a project
funded by the United Nations.) In 1973 there were still 7 regional offi-
ces but some had changed locations. Currently offices are in Port-au-
Prince, Jacmel, Cap~Haitien, Jeremie, Gonaives, St. Marc and Hinche.
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To illustrate the relative growth (or lack thereof) trend in
BCA operations, in 1965 the organization had 30 professional emplovees,
$632,748 in outstanding loans, a capitalization of $1,05%8,0% and
S1,108,333 in assets. By 1973 thewe indivaiors had 741964 m g
to 26 fuli-time and § part-time ewploveen, wiih Vg alamding Leauws o
$659,103, capitalization of $977,000 and $1,090,949 in assets teflev.
ing a decade of relative stagnation. Of loans outstanding, a large
percentage ( 20% ) are overdue on loans made since 1968.

The distribution of regional offices and staffing for 1965 and
1973 are as follows:

1965 1973

Head Office (Damien) Personnel 13 12 + 1 part time
Jacmel 1 1+1 "
Cap-Haitien 8 9+ 4 "
Jeremie 2 1
Gonaives 1 1+1 "
St. Marc Not open 1 +1 "
Hinche " 1
Borel 4 Not open
Cayes 1 Not open

Total .vvvuveven.. 30 26 + 8 part time

An examination of BCA's balance sheets for the period 1965 and
1973 also shows a stagnated business situation - almost at a standstill.
All key indicators were about the same and a $6,641 operating loss was
reported for 1973.

(b) Credit Policy

General

The BCA must adhere to the general practices of the Minlstry of
Agriculture which encourages increased production of basic food crops
as well as exportable cash crops, which serve to improve the country's
foreign exchange position. (BCA loans, thus far have been heavily weighted
on the side of basic food crops. However, in 1973, coffee loans were made
through three agricultural credit societies of very small farmers in the
Jacmel region.)
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All loan applications submitted to the BCA are reviewed against

the following criteria: (i) capacity to repay, (ii) marketability of

the crop at reasonable prices, and (1ii) collateral of the applicant.

In practice, this comes down to an assessment of the honesty, character,
good faith and ability of the small Haitian farmer who has few, if any,
tangible goods and must depend totally on farm work for income. In case
of default, the only recourse of the BCA is to deny future credit to

the defaulting borrower.

Almost all actual and potential borrowers from the BCA are small
relative to AID's criteria in other countries of Latin America, with
almost no access to institutional credit or technical assistance. Credit
in the rural areas is available in limited amounts from informal sources
at exorbitant rates of interest, and many farmers are in constant debt.
It is common for the small farmer to sell his crop at unfavorable prices
to the same money lenders. BCA by regulation is specifically to serve
these small farmers and larger borrowers are referred to other finan-
cial institutions. Priority is glven to loans of $2,000 or less and no
loan can be made in excess of $5,000 without approval of the Board of
Directors. In 1965, BCA reported to its Board of Directors that with
its reduced staff, it would have been impossible to control the thou-
sands of small loans made to small farmers if it had not worked closely
in the field with the Department of Agriculture's Extension Service.

BCA has viewed the role of the extension agent as that of insuring that
loan funds are properly utilized by the farmer.

Repayments

Repayment terms depend on the reason for the loan and on the har-
vest cycle. Farmers waiting for more favorable prices for their crop are
glven payment extensions for reasonable periods of time. Short-term cre-
dit for foodstuff crops are to be paid in one year. Loans to agricultural
cooperatives for capital and equipment improvements are made for up to
15 years,

Interest Rates

Maximum interest rates on all loans is 8% per annum. Loans to coffee
growers for capital and equipment improvements only are charged 4% per
annum and loans to members of "Clubs de Jeunesse Rurale" are 6% per annum.
Interest 1s collected at the time of repayment.

Savings and Capitalization

Although BCA capitalizes 5% of each loan, no dividend or interest
payments are made on these accumulated funds. While this provides the
base for building a viable, farmer-owned rural credit system, incentives
will have to be provided to encourage voluntary regular savings as a
norm for the small farm borrower member.
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(c) Financing of BCA Operations

BCA is financed in two ways: (1) interest income and (2) budget
support from the national treasury. (BCA officials state that since their
mandate is to serve as a public sector instrument of development for
small farmers and not a commercial enterprise, public funds are needed
to support its budget.)

Interest income is not sufficient to support Bureau operations.
For the period 1962-1965 loan interest income covered only 147 of total
operational costs. This has improved over time and recently the Haitian
government has been supporting somewhere between 43 and 64% of BCA's bud-
get. Some income is received from CONADEP, the national planning agency,
for the management of their small farmer loan program. (See Section 3(c))
The 1974 operating budget is approximately $100,000.

3. Other Institutions as they relate to the BCA and Agricultural Credit
for the Small Farmer - Except IHPCADE (covered in Section Iv-C)

(a) National and Commercial Banking

The national banking system in Haiti consists of the National Bank
of the Republic and a network of 9 branches located in principal commer-
cial centers of the nation. The bank serves as the Central Bank of the
country and is engaged exclusively in commercial credit and traditional
banking operations. In addition, there are several foreign banking offices
in Port-au-Prince such as the First National Bank of Boston, the Royal
Bank of Canada, the Bank of Nova Scotia and the First National City Bank
of New York. Some of these are planning to open suburban branches near
Port-au-Prince. (One banker stated that his bank was considering an ex-
pansion of its banking facilities but there was no intent to enter into
agricultural credit.) Most of the portfolios of these banks reflect com-
mercial, industrial and export-import banking business. Their cxpansion
to the suburban areas of Port-au-Prince reflect plans to open short-term
consumer and construction credit windows and attract greater amounts of
local savings.

(b) The Institute for Agricultural and Industrial Development

IDAI was established in 1961 and absorbed the former Haitian Ins-
titute of Agricultural and Industrial Credit. It is located in the Minis-
try of Agriculture and is governed by a five~man Board of Directors much
in the same fashion and organizational capacity as the BCA. Approximately
30% of IDAI's operating budget is covered by the National Treasury.
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Loan statistics for the period 1962-1969 indicate that an aver-
age of 2,576 loans were made at an average level of $163.00. With an
Interest charge of 12% per annum, the annual gross income of $19.56
per loan is low when compared to the operating costs of IDAI and the
level of effort from its 85 technicians. In addition, it is estimated
that 302 of the loan portfolio is delinquent.

In 1961 IDAI received a loan from the IDB, of which approximately
$2.1 million has been disbursed. Past loan disbursements include $800,000
for a cotton plant at Gonaives, $360,000 for a light plant in Les Cayes
and $357,136 of credit to approximately 21,897 farmers during the last
seven years, all of whom are located in the areas of Les Cayes, Jacmel,
Miragoane and Mirebalais-Thomonde. The credit was "supervised" to the ex-
tent possible.

The earlier fairly low average loan level notwithstanding, currently
IDAT has turned almost entirely to large scale agricultural and commercial
lending and no longer has any significant relevance to small farm product-
fon activities or programs.

(c¢) The National Council of Development and Planning (CONADEP)

CONADEP was established in January 1965 to monitor and supervise
all planning, economic and social development in Haiti. The council has
channeled loans to farmers of cotton, rice and cacao through the BCA,
and agricultural extension agents at the local level attempt to insure
that loan funds are properly used and repayments made. For their finan-
cial services BCA is paid a 10% administrative fee by CONADEP. Little
relevance was found in this activity to the proposed project, except
the importance of the budget support to the BCA. CONADEP is treated
elsewhere with respect to its relationship to IHPCADE, the Ministry of
Agriculture, and the overall project.

(d) Voluntary Agencies

Haiti has o great number of voluntary agencies involved in rural
development programs of one kind or another. There are, for example,
CARE, Catholic Relief Services (CRS), Church World Services (CWs), and
many others. All of these organizations are working at the community
level in the field of health care, family planning, school feeding,
road construction, and food-for-work. Several voluntary agencies have
established credit programs. These efforts, however, are not integrated
or even coordinated in any structured way. All of the organizations sup-
port the srall farmer credit idea and point out the critical need for
implementing a meaningful program as soon as possible. Both at the nation-
al and local levels these agencies will be brought into the development
of group "outreach" aspects of the project to the extent possible.
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4. Agricultural Credit Societies "Societes de Credit Agricole' (SAC)

Since 1967 approximately 180 small farmer groups have been organized
and set up by field personnel from IHPCADE, ONAAC, BCA and the coopera-
tive office located in the Department of Agriculture. Objectives for
establishing these small groups have involved a variety of attempts to
work with people at the lowest levels of the rural sector in order to
upgrade literacy, channel agricultural credit, and in general promote
community development.

In some respects, the SAC's are cooperative organizations and regis-
tered as such in the cooperative office of the Ministry of Agriculture,
although they are not legal entities. In the past the group has had to
have at least 7 members and no more than 15 at any one time. New enabling
legislation of February 1974, however, fixes no maximum number. The mem-
bership elects its own president and secretar,-treasurer who also serve
as the credit committee for the group.

(a) SAC Credit Operations

The credit committee of the SAL vrepares loan applications to the
BCA with the assistance of extension agents and BCA personnel. Each SAC
member is listed in the application by name. The purpose of the loan,
the amount and date of repayment, and funds are sub-loaned to each parti-
cipant in the project. The application has a "joint and several' guaran-
tee provision which requires the SAC to repay the loan of any member
failing to do so.

(i) Credit Terms at SAC Level

The loan is made to the SAC by BCA at 8% per annum (the maxi-
mum rate which BCA can charge by law) and the group sublends to its mem-
bers at 12%. The 47 spread remains on deposit in the BCA for the benefit
of the SAC and represents capitalization of the unit. No interest is paid
on the deposit, however.

(ii) BCA Lending to SAC's

BCA lending to SAC's has been substantial in numbers but rela-
tively little in amount. Repayment records have been better than for in-
dividual loans and SAC credits have been much cheaper to administer.
During 1973 BCA reported having made 285 loans to SAC's in the amount of
§43,781, or an average of $150 per SAC and approximately $20 per member.
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Each BCA regional director has the authority to approve
and disburse loans not exceeding $100, requests over that amount ro-
quiring headquarters approval in Port-au-Prince. Within policy limita-
tions, BCA's regional director writes a loan check payable to the SAC's
president, secretary/treasurer or to himself. The check is then cashed
at a regional bank, disbursed to each member in accordance with his re-
quested share. If credit in kind is utilized, a coupon is issued to ex-
change for fertilizer or other farm supplies. All transactions are re-
corded in the member's passbook, the SAC's records and at the BCA.

In order to deal effectively with SAC's, the BCA has deve~
loped several very basic written instructions and forms. These include:

1. An abbreviated set of bylaws which the president and
secretary/treasurer sign.

2. An abbreviated "do-it-yourself" type of agenda for meet-
ings of the SAC.

3. A loan application.
4. A loan note which binds the SAC to BCA for the loan.
5. A sub-loan note binding the member to the SAC.

6. Simplified instructions for the accounting of money and
deposit funds.

7. A ledger record reflecting transactions between the SAC
and BCA.

8. A member passbook showing transactions with his SAC.

9. A permanent individual ledger record maintained by the
SAC showing transactions between the SAC and its members.

(b) Advantages and Disadvantages of the SAC with respect to the Pro-
Ject and as Overall Rural Development Vehicle

(1) Advantages

1. Popular participation and grassroots involvement at the
most basic level attainable in Haiti.

2. Non-formal education in the handling of money and general
problem solving.

3. Information vehicle. (Members become aware of available
assistance and resources, 1. e. family planning, health, literacy, etc.)
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4. Savings generation through group borrowing and repayment.

5. Local Leadership development.

6. The lower relative cost of lending to SAC's and more
efficient provision of complementary supplies and services.

(i1) Disadvantages

1. SAC's are too small to achieve viability (up to 15 members)
on their own.

2. They are not organized into any networks or federations -
either regionally or nationally - which could serve to effect real econo-
mies of scale in productive activity.

c) A strategy for Small Farm Development through SAC's
gy P g

The SAC's need to be linked eventually to strong member~owned ins-
titutions which can represent their interests and respond effectively to
their needs both regionally and nationally. The SAC's should really be a
transitory vehicle to a more permanent and viable rural organization struc-
ture which will draw resources both from within and externally on a growing-
concern basis. A tentative course of action which fits well with the loan
project to arrive at such a structure involves the following:

1. Organize more SAC's in the rural sector as pre-cooperative pro-
duction, study and educational groups. (This will be essential if BCA is
expected to reach approximately 12,000 farmers in the fifth year of the
project.)

2. Promote the expansion of membership in the existing groups. The
15-member maximum limit has now been lifted.

3. Where possible, merge successful SAC's operating in the same
areas in order to gain a greater base of operations, productivity and

economy,

4. Campaign to mobilize local savings and incorporate the system
as an integral part of BCA's capitalization and credit program.

5. Liberalize the authority of BCA regional director so that they
approve most SAC credits directly in the regions.

6. Establish formal permanent linkage of SAC's and other coopera-
tives in the country, credit unions and "caisses populaires", for exam-
ple to the BCA.

7. Encourage and assist the BCA iqb long-range program of gradual
conversion to a member-owned and supported cooperative financial organiza-
tion offering a complete line of credit services to its client members -
such as, in addition to credit itself, account, legal, auditing, inspection,
bonding, training, organizational development and promotional services.
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(d) Summary Rationale for Redirected Small Farmer Credit Program
through Rural Organizations: A Cooperative or Group Approach

Efforts to reach the small farmer in Haiti have not been success-—
ful on any meaningful scale. Some of the main causes for this are as
follows:

1. Past programs have not been well organized, neither adminis-
tratively nor economically.

2. Programs were not professionally administered or supervised.

3. Targets and goals were lacking, making evaluation almost im-
possible,

4. Credit and interest policies have been unrealistic, bearing
no relation to the real costs of capital or program administration.

5. Poor lcan control and delinquent loan follow-up and collect-
ion practices.

6. Insufficient farm extension services not coordinated adequa-
tely with lending activity.

7. Lack of small farmer identification with credit programs and
the GOH.

8. Lack of educational and motivational programs for the small
farmer.

9. Lack of trained personnel and technical assistance.

10. Lack of '"graduation' mechanism for borrowers to allow for
greater outreach of minimum resources.

11. Lack, until very recently, of a small farmer institution
building processes,

12. Lack of capital, human and material resources.

A sound redirected program should treat all of the above defi-
ciencies within a structure that will encourage the evolution in the
long term (ten years at a minimum) of a viable cooperative system of
credit. including a "partnership" element between government and peo-
ple.This system should be able to draw, on its own account, resources
from the commercial sector in addition to savings from within,
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Dr. F. J. LeBeau in his sector assessment points out that there
is an "apparent propensity for saving" in rural Haiti "coupled with an
almost total absence of opportunity because of the lack of institutional
structures'. He urges "the development of groups and cooperative under-
takings such as credit unions" to capitalize on the "propensity" to
save and provide the "opportunity". He feels this would "make a good
starting point for the development of other cooperative endeavours'.

(p. 73 of Sector Assessment)

In terms of developing a system or institutional structure around
the channelling of credit in Haiti, it would seem that conditions and
instruments exist already on both the top and the bottom of the lending
chain. On the top one finds the BCA, a financial institution dedicated
to small farm production and improvement almost exclusively with certain
characteristics and policies of a cooperative banking nature such as the
"membership" for example of individual and group clients. On the bottom
one finds a substantial number of SAC's (180) in addition to a variety
of other groups of community action or self-help nature, which in and of
themselves are not - and never will be - viable units due to their small
size (7 to 15) and lack of management skills, but which could be consoli-
dated along regional lines to form viable "cooperative units". Exactly
how large a cooperative unit has to be in Haiti to be a viable, self-
capitalizing credit and service organization remains to be determined
through analysis. This, of course, also depends on the functions and na-
ture of the cooperative. In Fonds-des-Negres, for example, there is a
cooperative formed from the grouping of 9 SAC's with a consolidated mem-
bership of approximately 150 familles which appearsto be successful and
is now borrowing to expand its activities from production credit and fer-
tilizer distribution to the initial processing and marketing of coffee,
corn and vegetables.

Previous efforts to form a cooperative system in Haiti have failed
almost totally due (in addition to the general factors pointed out in
this section) to the complete lack of coordination of the many and diverse
efforts by private and voluntary agencies aimed at the formation of commu-
nity groups for one purpose or another. (HACHO, CARE, CWS, CRS, ONAAC -
the Nationa] Literacy Office -, ctc.) and the lack of unifying factors
to bring and hold such groups together, such as savings and credit or
marketing, where real economles of scale could be achieved. Of the some
450 cooperatives of all types on record in 1970, only 8 were actually
functioning.

In any case, what scems to be indicated at this point is a concen-
trated program to not only increase the number and size of the SAC's
(which makesmuch more sense than other groups because they are dedicated
fundamentally to effective credit utilization) but even more important
to group them intu cooperative units which would ideally serve a member-
ship of a thousand plus families over an area of one or two thousand hec-
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tares. Such cooperative units could eventually support entirely a farmer-
owned cooperative bank evolving out of the BCA which would be at the

apex of an institutional structure or system with the following characte-
ristics:

1. Farmer participation in both capital structure and policy
formulation.

2. Mobilization of savings in the rural areas.
3. Timely availability of production credit.

4. A practical method for graduation of the farmer from subsi-
dized subsistence to commercial participation and growth.

5. Promotion and organization of other cooperative organizations
to meet a variety of production, marketing and consumption needs.

6. Concrete linkage of farmers to villages, towns and the capital.

7. The effective passing of information from the top down in
unde~standable terms and the provision of accurate and forceful "feed-
back'" from the rural mass to local and national leadership.

Recent legislation in Haiti lays the ground work for the above
approach. For example, on February 5, 1974, the President signed a decree
which gives new meaning and direction to a National Cooperative Council
which is interested to associate cooperative development in Haiti to the
Nation's development plan. Presumably this council could be utilized as
an effective coordinating body provided that a competent technical secre-
tariat could be established. More important, a second decree of February
18, 1974, redefined procedures and policy for the organization and deve-
lopment of "pre-cooperatives" (SAC's) as well as other types of coopera-
tives such as credit unions. The law specifically deals with capitaliza-
tion, savings, mobilization and dividend rates, boards of directors,
supervisory and credit committees, tax and import duty exemptions, legal
protection, and the formation of national federations.

Haiti has over 500,000 small farmers. If only 10%, or 50,000, of
these could be organized into SAC's aad cooperatives, a system could be
developed of substantial size and viability capable of absorbing, for
example, some $5 million in credit per year on the basis of $100 per
member,

The level of the '"target man" in Haiti that can be reached through
an effective rural organization system is compelling, especially in
coffee. Nowhere else in the hemisphere can one realistically deal in
terms of farm units of less than one hectare. By way of illustration,
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a recent coffee regeneration loan through a SAC in Jacmel provides some
interesting figures. In this project, the range of land holdings to be
affected by the project was from approximately 1/6 ha. to slightly over
1/2 ha. Seventeen sacks (60 kilos each) of fertil!zer were provided in
kind along with cash for other costs to total amount for the group (15
members) of $760,00, or an average of $50.66 for each sub-borrower.
With such levels apparently within reach through rural organizations
with supervised credit and complementary services in a cash crop such
as coffee, cne has to conclude - at least tentatively - that in the
long run this may be a practical answer for the problems of rural Haiti.
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E. Micro-Economics of Production

1. Constraints to Analysis

As a generalization, coffee is grown as a cash crop in combination
with food crops which may provide the family with all or most of the
family food requirements. Also, due to the varying conditions and
cropping systems under which coffee is produced it is virtually impossible
to construct a single model typifying the small holder coffee producer.
There are virtually no well conceived or generally accepted statistics
cn the cost of production. To acquire the little data that is available
estimates were obtained from IHPCADE, and from field observations of
coffee growing areas and a limited number of interviews with coffece growers.

(a) Costs

Labor

Traditional Haitian coffee production practice entails only the labor
involved in harvesting the crop. This means that very little effort is
expended in controlling weeds, shade, or the number of trees per hectare.
The fact that family labor productivity is limited at a given point in
time and competition for this labor exists betwesn the food and coffee
Crops means that farms of even one hectare in size are often required
to hire some non-family labor at harvesting time. During the intensive
review an attempt was made to estimate non-family labor requirements and
costs with respect to farm size but this was found to be virtually
impossible. The minimum legal daily wage is US $1.30 per day. In rural
areas, however, daily wages are substantially lower and are said to be
as low as $0.20 to $0.30 per day in some arcas. What becomes clear.

{rom interviews, however, is that the amount of hiring of non-family
labor increuses as the size of farms increases, and that the level of
non-fumily labor inputs rises to ncarly 100% at a farm size faster than
would be expected. Some estimates suggest that many farms of twoe hectares
in size will hire mest, if not all, labor for coffee production,

Other information suggests that the elasticity of supply of coffee
with respect to farm size may be quite different from the larger farms
which must hire non-family labor compared to farms where only family
labor is used. Unfortunately, there is no data to support this
hypothesis except from interviews.

Other Costs
Farmers interviewed in January 1974 indicated a need to acquire

credit to hire labor to weed and prune their coffee plantings and to
procure fertilizer. Their response was to fertilizer prices of $50 per
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ton (low formula) at the farm and coffee farm prices to producers of
over 66 cents per kilogram. During the last three to four months farm
prices have strengthened but fertilizer prices have also materially
advanced.

The latest fertilizer price information acquired during the prepar-
ation of this document was that 20-5-10-1 formula fertilizer, F.0.B.
Gulf, will cost $250 per ton. Ocean freight rates of $35 per ton
and internal distribution costs of $15 per ton brings total cost at the
farm gate to approximately $300 per ton. The higher analysis fertilizer
will require half the bulk of the fertilizer utilized last year so on
a per hectare basis (with a 50% subsidy) the cost would be $75 per
hectare this year compared to $50 last year.

2. Price

It is virtually impossible based upon the ilata available to arrive at
any factual net income figure for traditional coffee production, however,
in terms of an average yield of 270 kilograms per hectar and current
coffee farm price of around 88 cents per kilogram (April 1974), one
hectare is estimated to produce a gross income of approximately $237.
Farmers interviewed, both large and small, stated that their cost of
production at current prices of inputs was around 55 cents a kilogram.
(This "cost of production" appears to include a "cost" of family labor
since farmers have continued to produce coffee when the price paid to
the farmer has been below the "cost of production.) Most Haitian farmers
apparently have a reservation price below which the expenditure of
additional labor and the expenditure of funds for fertilizer to Improve
coffee plantings normally will not be made. Based upon limited time
series data this reservation price is estimated to be around the 60 cents
per kilogram level. This is illustrated in Figure IT.

In recent years, coffee prices at the farm level have increased from
44 to 47 cents per kilogram in late 1972 to 61 to 63 cents in late 1973
or a 36%4 increase. In April 1974 the price was 88 cents per kilogram
or an increase of over 90% from October/November 1972 prices.

Given current prices which are seemingly at incentive levels,
farmers were reported to have shown a new interest in coffee
production during the 1972 - 73 coffee crop year and particularly since
September 1973. Based upon such information and other calculations made
during the intensive review it was concluded that the reservation price
of 60 cents per kilogram was a reasonable estimate for the purposes of
this analysis.

One would judge {rom the above that Haitian farmers are willing to
expend in one form or another around $162 to generate a gross income
per hectare of around $237 or a ratio of 1 to 1.4.
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2. Program Impact at the Farm Level

(a) Assumptions

(1) the entire existing coffee grove (or plantation) is cleared
in one single year, replanted with new trees of a high
ylelding variety and then intensely cultivated using modern
technology, including the application of fertilizers;

(11) the entire existing coffee grove (or plantation) is rehabilitated
in one single year, that is existing trees are maintained but
correctly spaced and pruned, shade is controlled through thinning
and the entire area is then intensively cultivated using the
gsame techniques, including the use of fertilizer, as in option
(1) above;

(111) one fifth only of the existing coffee grove (or plantation) is
uprooted and replanted yearly over five consecutive years,
Intensive cultivation is carried on the replanted portions only.

(iv) one third of the exigting coffee grove(or plantation) is uprooted,
replanted and brought into production before the second third
is uprooted, replanted and brought into production and so on.
Intensive cultivation is carried on the replanted portions only.

There obviously are infinite combinations which could have been costed
out, but, given the data base, this would be a questionable exercise. It
1s likely that if farmers respond to the program at all they will follow
some combination of the above models and at different input levels than
those costed out. It was necessary to develop the above models based
upon a number of conservative assumptions. Some of thege assumptions were:

1. TFertilizer application rates (one hectare)

Year 1 2 3 4 5
New plantings (kg) 165 375 500 500 500
Rehabilitated (kg) 375 400 500 500 500

2. TFertilizer prices would increase at 8% per year (starting from a
price of $300/ton.)

3. Credit interest rates would be 14% for 9 months for all costs,
(Actual rates will be between 8 and 12 percent with three-year term,)

4, Fertilizer Prices would be subsidized at 50% years 1 and 2 and at
25% years 3 and 4, and no subsidy thereafter,

5. Input costs other than fertilizer were based on calculations made by
IPHCADE and adjusted to each of the four models.
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6. For selected calculations, coffee prices were increased by 8%
per year to illustrate the impact of prices om net returns.

2. Projected Results

It is estimated, as indicated earlier, that a coffee farmer using
traditional practice, at current price levels for coffee and product-
ion cost items, is receiving about 1.40 for each $1.00 of input. He
would receive about $237 from 270 kilograms of coffee and his expenses
(in terms of his reservation price) would amount to $162. Most of this
cost 18 in the form of a labor input.

As indicated elsewhere in the CAP, applications of up to 500 kilo-
grams per hectare are recommended for the 20-5-10-1 formula fertilizer.
This means, depending upon the model followed by farmers, that invest-
ment in fertilizers will become a significant production cost ranging
from 36% to 60% of total calculated production costs using improved
practices. It is expected that moving from a coffee production system
which requires virtually no cash outlay particularly for the smaller
producers and a relatively low level of cash outlay for the larger
producers for hired labor may require a substantially higher return
than 1.4 to 1.

Using current prices for labor, commodities and coffee, one would

expect a traditional producer to have produced a cumulative income
of $1,659 over the 7 years. (Seven years was arbitrarily selected
since 5 years did not permit some of the models to show response.)
Table 17 shows that only the Rehabilitation Plan (II) provided a
gross income greater than the income from traditional practices during
the initial three years of the conversion process and that the most
significant gains acquired from models occur between the fourth and
the 6th year depending on the model selected. This table also illus-
trates the negative impact of the four models upon gross income
during the earlier years of the project. It .lso shows that if a
faimer does not have adequate capital reserves, he most likely cannot
afford an extensive replanting program where portions of his land are
taken cut of production. When costs of producing such gross income
levels (Table 17 ) are compared 1n terms of net income in Table

18 the magnitude of income shifts from early years in the imple~
mentation process to the latter years is noted. These data i.dicate
that considerable net income 1s losc or foregone in the early years
of the implementation process if sizeable portions of . farmer's land
is taken out of production to establish new plantings. This further
confirms the hypothesis that most of the early increased production
will have to come from the rehabilitation of existing coffee plantings.
If sizeable increases in production do take place from new plantings,
it will likely have to come from coffec producers who can assume a
greater level of risk over a longer period of time.
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The greatest net increase in production, using a seven-year period
is from rehabilitated coffee plantings,followed closely by production
from new plantings. Over a longer period, the new plantings would be
expected to perform better due to higher average yields from compa:able
inputs of fertilizers. (Tables 19 and 20 ). In terms of net returns 1/
per kilogram of coffee produced, the following comparisons are made: =

Option Cents per Kilogram (7 years)
Traditional 28
New plantings 56
Rehabilitation 68
Replant 1/5 (5 years) 59
Replant 1/3 every fourth year 40

In the short run, rehabilitation, particularly for producers nossessing
some resources, provides the better opportunity to improve income. How~ver,
the producer utilizing this option will require access to credit for labor
and fertilizer, assuming a traditional net income of $75 per hectare,of
almost twice his previous income,. While the producer's income will increase
substantially in percentage terms for the first four years, his initial
capital input and risk factor (until he can observe a tangible return)
will likely be the greatest inhibiting factor to participation in the
program. (See Figures IITand IV). F'guresV and VI 1llustrate the same
comparative statistics for new plantings. In the case of new plantings
the farmer cannot expect an impact upon income until the fourth year,
which means a need for capital resources outside of the coffee component
of his farm during the preceeding years.

The significance of fertilizer prices relative to other calculated
costs is shown in Table 20 in terms of percentages over the seven-year
period. Shifting Haiti coffee production from its very low cultural level
to more intensive cultivation practices is a very long investment process.
Obviously, the seven-year period sclected is insufficient for some options
to develop their full potential. This means, among other things, that
long-term cost price relationships must be consistently favorable if the
capital investments are to be profitable for the farmers. Only over
perhaps the past twelve months have such relationships been at levels
to which farmers have voluntarily begun to respond.

The exact level of price/cost relationships at which farmers might
make the necessary Investwent cannot be made on facts available at this
time. The best estimate at this time is that farmers will need to see
cash return relationships well above the 1 to 1.4 level and net returns
higher than from traditional production. Based upon the calculations
for rehabilitated land,

1/ Source: Worksheets
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net income may be approximately the same in the
first year and double the second year. He would have an income~to-
cost rate of 1.7 the first and 2.7 the second. Therefore, the farmer
with limited resources would need credit for increased out-of-pocket
costs.

If the very conservative assumption that a cost/income ratio of 2.5

or better is necessary for Haitian farmers to adequately respond by
increasing their investments in the rejuvenation of coffee plantings,
current prices in relation to costs seem to be at a critical level.
Table 6 shows that over the long run (7 years), a relationship exists
that would indicate a likelihood of the investments being made. The
critical element is the relationship of cost to income. Should this
narrow, the adoption of the program by a farmer operating at the margin
is in question.

Given the assumption that in real terms the relationship between
costs and returns will remain close to current levels over the next
three to five years, it was felt that it would be necessary to subsidize
fertilizer in the early phase of the program in order to attain a
cost-income relationship near the 2.5 level as shown in Table 21. The
importance of the producers' margin is well illustrated in Figure IV and
Table2l. If the rate decreases to 2.0 and below it 1s likely that
farmers will need s.rong motivation to participate in the program given
the assumptions made for this analysis. The additional element of allowing
up to three years repayment of credit extended under the program should
Provide additional assurance, beyond the discounted price of fertilizer,
that the Haitian farmer will be induced to improve his coffee production
through new technology.



FIGURE 1

ESTIMATED RESERVATION PRICE OF HAITIAH COFFEE FARMERS
RELATIVE TO PRICES RECEIVED BY FARMERS
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TABLE 17
Estimated gross income gained or(lost)as a function of moving from traditional cultural practices to a cultu-

ral system utilizing improved practices. Four options, seven-year period

HAITI
DOLLARS /HECTARE
Years
Options 1 2 3 4 5 6 7 Total
Inco.ae
Traditional 237 237 237 237 237 237 237 1659
1/
1. New Planting 237 (-237) (- 27) 379 731 731 731 2545
2. Rehabilitation 9 255 291 423 423 423 423 2247
3. Replant 1/5 ha.
yearly (5 years) € 47 ) (124) (-1¢9) 128 273 467 660 1337
4. Replant 1/3 ha.
every fourth yr. (-79 (-79) (-158) 45 82 285 401 497

Sources: Work Tables

1/ 1In Year 1 of the Project, nurseries are established. Planting is carried out in Year 2

_BL—



TABLE 18

Net income from traditional cultural practices and cost in terms of net income from moving from tradi-
tional practices to improve practices. Four options, seven years, HAITI

One hectare - U. S. Dollars

Years
Options 1 2 3 4 5 6 7 Total
Traditional 75 75 75 75 75 75 75 525
1/
1. New planting (-375) (-186) ( 199) 305 658 598 543 1344
2. Rehabilitation 40 249 223 357 265 297 297 1728
3. Replant 1/5 ha.
yearly (5 years) (- 27) (- 73) (- 19) 46 132 360 476 895
4. Replant 1/3 ha.
every fourth yr. (-108) 30 (-193) 66 -18 208 238 223

Source: Worksheets

1/ Nursery - Income earned but nursery cost incurred
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TABLE 19

Net increase in production as a function of each option. Seven Years, HAITI

Years
Options 1 2 3 4 5 6 7 Total

Traditional (kg) 270 270 270 270 270 270 270 1890
1. New planting (kg)

a. Actual yield (-270) \—-270) 300 700 1100 1100 1100 4300

b. Net addition (-270) (-270) 30 430 830 830 830 2410
2. Rehabilitation (kg)

a. Actual yield 280 560 600 750 750 750 750 4440

b. Net addition 10 290 330 480 480 480 480 2550
3. Replant 1/5 ha. (kg)

yearly (5 years)

a. Actual 216 129 248 414 580 800 1020 3407

b. Net addition - 54 -141 - 22 144 310 530 750 1517
4. Replant 1/3 ha.

every fourth yr. (kg)

a. actual 180 180 90 321 363 594 726 2454

b. Net addition - 90 - 90 -180 51 93 324 456 564

-08-



Percentage distribution of income and exp
P

TABLE 20

U.S. DOLLARS/HECTARE

enses to rejuvenate one hectare of coffee trees over seven-year
eriod, four options, HAITI

YEAR Total
Options / Items 1 2 3 4 5 6 7 Percent Dollars
PERCENT
1. New Plantings:
Labor & Materials 43 8 6 10 9 9 15 100 58 1046
Fertilizers 3 8 17 19 26 26 100 42 755
Total Costs 25 6 7 13 13 16 19 100 106G 1801
Income -1/ - 7 15 26 26 26 100 X 3784
2. Rehabilitation
Labor & Materials 11 16 15 13 19 13 13 100 40 663
Fertilizer 6 7 13 14 20 20 20 100 60 Q90
Total Costs 8 10 14 14 20 17 17 100 100 1653
Incone 6 12 14 17 17 17 17 100 X 3906
3. Replant 1/5 ha./yr.
Labor & Materials 16 11 13 18 16 9 17 100 55 861
Fertilizer 1 2 8 12 23 27 28 100 45 715
Total costs 9 7 10 15 19 17 23 100 100 1576
Income 6 4 7 12 17 24 30 100 X 2996
4. Replant 1/3 ha./
every 4th year
Labor & Materials 21 5 20 9 19 10 16 100 64 906
Fertilizers - 1 4 11 16 31 36 100 36 502
Total Costs 14 4 14 10 19 17 22 100 100 1408
Income 7 7 4 13 15 24 30 100 X 2156

Source: IHPCADE - USAID - Field Observations

1/ Nursery
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TABLE 21
Inccme-cost ratios where coffee prices are calculated at 88 cents per kilogram and at an annual increase of

82 per year. Fertilizer price subsidized and unsubsidized. Seven-year total, by rejuvenation option, BAITI

INCOME / Cost Ratio

COST New Planting Rehabilitated 1/5 new ea.yr.|1/3 new ea. 4th yr.
$.88 x.087 $.88 Kg.|$.88%.08% $.88 Kg.|$.88x.082 $.88|5$.88x.08% $.88 Rg-
1/ 2/ Kg.

Total cost at current prices

a. Subsidized fert. 2.8 1.9 3.1 2.4 2.6 1.9 2.1 1.5

b. Unsubsidized fert. 7.6 1.9 2.8 2.1 2.5 1.8 2.0 1.4

Total cost plus 147 interest

9 months
a. Subsidized fert. 2.5 1.7 2.8 2.1 2.4 1.7 1.9 1.3
b. Unsubsidized fert. 2.4 1.7 2.5 1.9 2.3 1.6 1.8 1.3

1/ price incre ed at .08% per year

-zu-

2/ price constant
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FIGURE IV

$ IT - CUMULATIVE COST AND INCOME AND PERCENT INCREASE IN COSTS
000 BETWEEN -SUBSIDIZED AND NON-SUBSIDIZED FERTILIZER:
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FIGURE ¢
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FIGURE vr
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F. Financial Analysis

1. Funding Requirements

The five-year program will require a total investment of approxi-
mately $8,000,000, with AID financing $6,000,000 of total costs. US
dollar expenditures under the program are estimated at US $5,450,000
and expenditures in local currency (Gourdes) of US $2,550,000. The
GOH will contribute the local currency equivalent of US $2,000,000
over the five-year period. This represents 25 percent of the total
pProject cost directly attributable to a GOH contribution. Additional
GOH expenditures in support of project activities will include on-
going recurrent costs of BCA operations, and continuance of an annual
transfer of $.40 per 60-kilo bag of coffee exported to IHPCADF for
coffee promotion activities, in addition to a $1.05 per 60--kilo bag
of coffee exported for IHPCADE budgetary expenses.

Table 22 summarizes the amounts, source and application of funding
requirements for the five-year disbursement period.

2. Source and Application of Funds

Requirements, by source and activity, are as follows:

AID: (a) Fertilizer - Annual requirements of fertilizer are
based upon tonnages calculated to cover annual program needs. Annual
world prices, and, tharefore, need for foreign exchange, were based
upon a fob Port-au-Prince price per ton of:

1975 $285.00

1976 307.80 (8% inflation)
1977 332.42 "

1978 359.01 "

1979 387.74 "

Clearly, these are estimated prices, based upon the best infor-
mation available, and may be subject to some variation, although it
is felt that they represent a reasonable estimate of fertilizer costs.
Any variation will result in either somewhat more or less fertilizer
being available over the life of the loan, but the amounts of any
shortfall are not expected to be of such magnitude as to seriously
affect the project's viability or timing. Up to $75,000 of fertilizer
will be purchased initially, after loan signing and meeting of standard
conditions precedent, to allow for early needs of the program.

(b) IHPCADE Centers - Six operational centers, each with a
10,200 sq. ft. area, will be constructed using AID loan funds.
Of the $630,000 required $550,000 will be in local currency costs
and $80, 000, covering imported building material requirements, will be
for US dollar costs. Local cost financing from loan funds 1s contem-
plated here in view of the high local cost component in any construction
elenment, but also to assure quick implementation of this phase of the

project.




¢ = Gourdes

SMALL FARMER IMPROVEMENT PROJECT
TABLE -
22 FINANCIAL SUMMARY
ESTIMATED NEED FOR GOH CONTRIBUTION AID LOAN
Years | Foreign Exchange Gourdes ($Equiv)
Cash Rural THPC/DE Coffee BCA TOTAL _GOH Fertilizer Constr. Equipment TOTAL
Credit Roads Centers Farmer Operations $ FX 3§ Equiv. ¢ (FX) IHPCADE (FX) AID
Training Centers -
£(3 Equiv.)
1 0 24,966 25,000 36,500 6,000 36,500 0 128,966 166,440 250,000 170,000 586,440
2 0 57,829 75,000 47,500 7,800 47,500 0 235,629 443,232 300,000 200,000 943,232
3 [} 123,083 150,000 55,000 12,400 55,000 0 395,483 876,924 80,000 956,924
4 0 182,260 175,000 68,000 25,000 68,000 0 518,260 1,405,883 0 1,405,883
5 0 256,535 250,000 90,000 35,000 90,000 0 721,535 2,108,142 [} 2,108,142
Five-
Year
Total [} 644,673 675,000 297,000 86,200 297,000 $ 1,999,873 5,000,62% 550,000 450,000 § 6,000,621
GOH AID
$1,999,373 = 5 years $6,000,621

———
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U.S. dollar costs of $228,000 are anticipated for equipment
purchases for the IHPCADE and the Operations Centers. (See Section
for detailed lists.,) In addition US dollar costs of $122,000 are
estimated for expanded BCA operations, both at the field level
(IHPCADE Centers) and at the central office. Loan funds in the amount
of $20,000 will be used to Procure road construction hand tools from

U.S. sources, to be issued to communities involved in road Improvement
work, Up to $100,000 of initial equipment will be purchased after

meeting of standard conditions precedent (1/2 IHPCADE - 1/2 BCA).
GOH

GOH/AID account in the Banque Nationale de la Republique d'Hairi (BNRH) .
The BNRH will act as figcal agent for the project. At appropriate times
over the life of the project, and at least annually, the GOH, represented
pPresumably by the Ministry of Finance, the BNRH, IHPCADE and BCA, will
meet with AID and discuss financial needs of the project. Agreement
will be reached as to the specific financial needs of each of the
sub-activities described below, in relation to planned activities and
performance during the last period, and an amount of funds required

will be designated to each agency and activity. The BNRH will then
disburse these funds to each agency over the period required, according
to normal GOH procedures and regulations. Accounting for use and
expenditure of such funds will be according to normal GOH procedures

and regulations., A monthly report of expenditures will be prepared

by the BNRH and sent to each agency, the Ministry of Finance and AID.
Further details concerning the specific operations & the joint fund
will be developed prior to AID disbursement.

below. These specific allocations represent the best estimate as to
need and timing at this time. Some variation: is expected as experience
is gained and some reallocation of program needs may become apparent.
Within the tctal amount expected, no one activity will be allowed to
vary, however, more than 50% from its original projection over, the

life of the Project, without a formal amendment to the Loan Agreement,
Changes up to that amount may be managed through Implementation Letters.

(a) Cash Credit

Approximacely US $645,000 will be allocated to cash credit contri-
butions, on a grant basis, to BCA. Such funds will complement the
in-kind fertilizer credits,

(b) Rural Roads

Approximately US $675,000 will be allocated to the construction
and improvement of approximately 100 miles of rural roads in the
coffee-producing areas. Community action is expected to complement
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this expenditure. Up to $50,000 of this amount will be available to
cover the costs of local engineering expertise.

(c) IHPCADE Centers

Approximately $297,000 will be allocated to the increased costs of
maintairing the IHPCADE operations centers and fertilizer distribution
program. After the first five years ot the program, increased coffee
exports are expected to produce the additional revenue required through
already established per-bag earmarking of the coffee tax due IHPCADE
for recurrent expenditures.

(d) Coffee Farmer Training

Approximately $86,000 will be allocated tov the systematic training
of coffee farmers in new techniques of coffee production and ia the
establishment of pre-cooperative and cooperative enterprises.

(e) BCA Operatioms

Approximately $297,000 will be allocated to BCA to cover increased
operating costs of an expanded credit pProgram. After the first five
years, these costs wili be absorbed by the interest and principal pay-
ments from the coffee credit fund.

3. Financial Schedule

Table 22 provides a detailed estimate, by year, of GOH and AID
contributions to the project over five years. It should be understood
that this schedule represents the present estimate as to the pace at
which the program will be implemented. If experience shows that these
estimates are not realistic, a future revision may be necessary. Any
increase in pace of AID disbursements could be expected to be proportion-
ately matched by an increased GOH pace of contribution,

AID
(a) Fertilizer

Purchases of fertilizer will be made according to the scheduled
needs of the program as described in Part 3 SectionC « Letter of
Commitment procedures for each transaction will he used, with the GOH
responsible for opening corresponding letters of credit and for purchasing
the fertilizer whenever possible. AID would be responsible for all US
dollar costs CIF Port-au-Prince.
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(b) IHPCADE Centers

These centers will be constructed during the first two years of
the loan. Upon completion of the required condition precedent to
disbursement, AID will make an advance, equivalent to an estimated
three months expenditures, to the joint account. This advance will
be used to initiate design and construction work at the center sites.
AID will then replenish the aavance upon presentation of appropriate
vouchers and supporting cdocumentation on expenditures made, including
inspection reports of construction dccomplished, It is estimated that
approximately US $250,000 and US $300,000 will be disbursed the first
two years of the program for this purpose, with US $50,000 for equip-
ment purchases during year three.

(c) Equipment:

During the first year of the project, the GOH will develop specifi-
cations and begin purchasing of necessary operational and office equip-
ment for the IHPCADE operations centers and BCA credit functions.. All
purchases will take place during the first three years of the project.

GOH

It is expected that the COH will make, at the least, semi-annual cash
payments (one half payment each time of annual amounts as specified in
Table 22), scheduled to coinnide with the amounts of fertilizer
needed by the project. If such payments are delayed for reasons beyond
the scope of the project, AID will inform the GOH that letters of
commitment for further purchases of fertilizer for the project will be
held in abeyance until due payment is deposited into the account.

The periodic programming of the annual amounts deposited into the
joint account will be ailocated generally as specified in Table
These yearly allocations, qowaver, uay need to vary if, as expected,
various clements of the projec: will move at a somewhat different pace.
As experlence develops, and as specific needs emerge (i.e. a shortfall
on amounts available for cash credit) some reallocation among project
elements may be necessary. This will be subject, at the least, to an
annual review letween AID and the GOH. Again, within the total annual
amount, no variation of more than 50% from the original projection of
each category would he allowed without amending the Loan Agreement. Changes
of less than 50% among categories would be accomplished by Letters of
Implementation.

4. Profitability

The profitability of the overall program involves two aspects:
(a) financial return to the GOH on the investment required by the project
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in the form of the AID loan and annual cash contributions lJ; and
(b) viability of the revolving agricultural credit fund within the
BCA. Both aspects depend largely upon the success of the program to
substantially increase production over that which would have been
expected under current conditions.

(a) Return of GOH Investment

At the present time Haltl exports approximately 330,000 to 350,000
sacks (60-kg) of coffee per year and an estimated 225,000 sacks enter
domestic markets for internal consumption. Haiti's quota under the now
sugpended International Coffee Organization Quota System was 490,000
sacks of coffee per year. It was never filled.

In calculating the possible returns to Haiti from this project,
Table 23 was developed which estimates coffee production without and
with the program over a ten-year period, estimated to begin in 1975.

Without the program, a natural rate of growth is estimated in
response to higher producer prices which are expected to encourage
Haitian farmers to collect moce coffee from their plantings. Domestic
consumption also increases with population. The net result is an esti-
mated difference of approximately 16,000 bags per year over the Year 1
estimates at the ten-year mark.

Production with the program is calculated on tne basis of expected
ylelds per hectare from the 12,778 hectares in the program. As can be
seen, there is an estimated initial decrease in production as some
plantings are removed and new seedlinge planted. However, by year three,
the program results are noted and steady increases are projected. By
Year 5, 41,000 additional sacks per year are expected, and by Year 10,
135,000 additional sacks per year are expected to be exported.

It should be noted that these projections represent the most con-
servative set of calculations made on the expected yields. IHPCADE,
on the basis of some recent experience, expects considerably more
optimistic results,

Table 24 projects the ten-year impact of the program on Foreign
Exchange earnings and on GOH revenues. A total of $288 million value
of exported coffee is projectad over the ten~year period without the
program, calculated on a constant value of $80 per 60-kg. bag 2/.

Using the estimated increases in production, the program is estimated
to produce $337.5 million over the ten-year period, or a net additional
gain to the Republic of almost $50 million in foreign exchange earnings.

lj The GOH will repay the loan out of general revenue. The financial
returns discussed here also ignores the significant institutional
return expected.

2/ For a discussion of the projected level of world prices for coffee,
see Section J , Part 3 .,



TABLE 23

Years
PT *

DC *%

PX%kxx

EXPORTS

WITHOUT PROGRAM

STARTING 1974/1975 = Year 1 (000 - 60-Kg. Bags)

1
587

231

356

I~

593
236

357

3
599

241

358

Assumptions: PT = Base: 4-year average

Years

PX##a
W/0 Prg.

Effect
of Prg.

PX = Coffee Year basis 70/71 -
DC = Bage CY 1973/1974 = 227.00

&~

605
246

359

73/74 (587.000 bags) Compound Rate of Growth: 1 percent
0 Compound Rate of Growth:

EXPORTS WITH PROGRAM (000 - 60-Kg. Bags)

1
356
-3

—

353

2

357

355

* PT (Production - Total Tons)
*% DC (Domestic Consumption)
*&% PX (Production Exports)

3

358

+ 2

356

4

359

+17

366

lwn

610
251

359

lwn

359

400

o

616
256

360

2 percent

lon

360

+77

437

I~

622
261

361

I~

361

+105

466

|oo

628
266

362

loo

362

+127

489

[

635
272

363

o

363

+135
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TABLE 2k 10-YEAR IMPACT OF PROGRAM ON FOREIGN EXCHANGE EARNINGS AND GOH REVENUES AT $80/BAG

-'16-

FOREIGN EXCHANGE . REVENUES
Before Program With Program Difference General GOH Difference Incremental Net Gain gLossz
Years Est. Exports Value Est. Exports Value (000) $000 Budget Reve-~ $000 Annual Re- GOB Revenue
(000-60 Kg. (5000) (000-60 Kg. ($000) Bags nue under quirements $000
bags) bags) present tax of Expended
allocation Program
$10/per bag
Before Prg. After Prg. GOH Cont.
1 356 28,480 353 28,240 - 3 - 240 2,848 2,824 - 24 129 ( 153)
2 357 28,560 355 28,400 - 2 - 160 2,856 2,840 - 16 235 ( 251)
3 358 28,640 356 28,480 - 2 - 160 2,864 2,848 - 16 395 (  411)
4 359 28,720 366 29,280 7 560 2,872 2,928 56 518 ( 462)
5 359 28,720 400 32,000 41 3,280 2,872 3,200 328 721 (  393)
Five-
Year
Sub~Total 1,789 $143,120 1,830 $146,400 41 $3,280 [$14,312 $14,640 $ 328 $1,998 $( 1,670)
6 360 28,800 437 34,960 77 6,160 2,880 3,496 616 0 616
7 361 28,880 466 37,280 105 8,400 2,888 3,728 840 0 840
8 362 28,960 489 39,120 127 10,160 2,896 3,912 1,016 0 1,016
9 363 29,040 498 39,840 135 10,800 2,904 3,984 1,080 0 1,080
10 364 29,120 499 39,920 135 10,800 2,912 3,992 1,080 0 1,080
Ten-
Year
Total 3,599 $287,920 4219 $337,520 “<0 $49,600 |$28,792 $33,752 $4,960 $1,998 $2,962
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Government revenues, calculated at a net $10 per bag over and
above present coffee tax earmarkings, (in other words, available for
general budgetary use) are calculated at $28.7 million vs. $33.7
million over the ten-year period, or a net gain of almost 5 million
dollars in revenue.

The annual GOH contribution to the project is considered as an
investment over the first five years of the program. It shows that
the GOH will have to forego income of approximately $1.6 million
during this period, including income lost on plantings which have
been replaced. The second five~-year period, however, shows substan-
tial and increasing gains, resulting in a net gain to the GOH of
approximately $3.0 million dollars, and an annual gain of over $1.0
million in the last three years.

The projections dramatically illustrate the long~term nature of
the program. It is not until Year 4 that the program shows a gain in
GOH revenues, and even then the gain 1is more than offset by the annual
investment needed. It is really not until year 7 of the program
that substantial annual gains accrue.

Table 25 provides a summary of the financial flows of the program
in relation to total annual fertilizer and cash credit needs, and
compares the annual GOH contributions to the project for the first five
years in terms of a percentage of the estimated value of the export
crops with the program. Assuming the GOH maintains its present resource
flows to IHPCADE (a condition of the loan), the net additional investment
by the GOH into coffee, represented by its annual contribution to the
loan raises the total GOH investment of their own resources into
coffee from 2.3 percent to 4.0% of the value of the export (and there-
fore taxable) crop over the five-year period. Such a result is a
desirable trend which the loan has facilitated. The amount of the
annual disbursements of the loan are, of course, net additions to
that total.

After Year 5, projected increased production will produce for
IHPCADE an estimated additional $88,000 per vear for operations
expenses and an additional $32,000 for investment purposes.

This latter fund, composed of US $.40 per 60-kg. sack exported
will be available to IHPCADE on an annual basis during the life of
the project. The availability of these funds, over and above the
loan financing and GOH contribution to the project, constitutes an
important element within the program (as does BCA's "other"
portfolios). No agency should be totally tied to an AID loan. Each
should preserve the right and resources to pursue some programs which
respond to its own specific needs which may fall outside of the
parameters of the AID loan-financed program.
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(b) Viability of BCA Revolving Fund

Table 26 provides an illustrative cash flow of the BCA Small
Farmer Improvement Fund.

For the first five years, annual credit needs of the program are
comprised of fertilizer and an estimated 30% complementary cash credit
as a minimum requirement. The AID loan for fertilizer (and its sale
to the farmer at credit terms) and the GOH cash contributions represent
capital grants to the capitalization of the fund. Amounts shown
represent the value of the fertilizer to the farmer, with the subsidy
already deducted. These amounts shown are thus due the fund, plus
interest.

The crucial point in the fund's existence will come in Year 6.
At this time, the AID loan will be disbursed and the annual GOH cash
contributions theoretically end (although it is quite possible the
GOH will decide to continue them if conditions warrant such action).
At that time there remains an element of the program which still
requires a subsidy. Therefore, as presently projected, the fund will
have to manage its portfolio in such a way as to insure that in Year
6 the fund will be able to purchase the necessary fertilizer require-’
ments, absorb the subsidy, provide complementary cash credits, and
pay for BCA operations.

Clearly the terms at which loans are made in the early years of
the fund's existence will largely determine its ability to carry out
this task successfully. The GOH has indicated it will vary the terms
of the loans it makes according to the circumstances of each farmer.
New plantings will obviously require longer terms than a rehabilita-
tion schemes. Therefore, for purposes of analysis, a three-year term
was used as an average, with repayments, plus 8 percent interest on
the outstanding balance, due in three equal payments.

The projections assume that farmers receiving fertilizer at
discount prices will receive three-year credits. Farmers paying full
price for their fertilizer will only receive one-year credits. Any
additional resources available in the fund after Year 5, over and
above the minimum projected credit needs of the farmers in the program,
are shown as being lent out as cash credit at no more than two-year
terms. (this process, while seemingly somewhat complicated, will be
eased considerably by BCA's plans to extend "lines of credit" to each
farmer as he enters the program. His credit needs over several years
will be formulated and based upon the type coffee cultivation he
chooges, and his estimated repayments will be calculated at the same
time.)
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The cash flow, while illustrative, shows that the fund in Year 6
wiil have a total of $2,750,921 available for lending. Table 25
(Column 1) shows that projected fertilizer requirements in Year 6,
estimated to cost $387 per ton, will necessitate an expenditure of
$2,240,645, or a net loss to the fund of approximately $30,000.

The Table, then, purposefully illustrates the care that must be
taken in the early years of the program to provide credits at judicious,
but not excessive terms. Several factors are at play. Any significant
increase in one-year cr two-year-loans will decrease and/or eliminate
the deficit. Any major defaults will accentuate it. It is also
obvious that reflows cannot be used to finance yet additional fertilizny
purchases, beyond the projected needs of the program, for subsequent
sale at discount. In effect, the fund must seek to limit its subsidy
credits whereby a commodity is purchased at full value, lent in kind,
and repayments are made at half or three-quarters its original cash
value. After ar initial subsidy sale, and after minimum program
requiremsnts are met, every effort should be made to make additional
credits available in cash and repayable in cash, plus interest, to
avoid decapitalization. The GOH has indicated that it is fully aware
of this problem and will seek to avoid it.

Another factor 1s the price of fertilizer im Year 6 and beyond.
The requirements of the program are in tons of fertilizer. If the
world price is somewhat less than $387 per ton (compared to today's
already inflated prices of $250 per ton) then the needs of the program
will be met with fewer funds, thereby making more funds available
for cash credits repayable at full value.

Finally, the continuance of a GOH cash contribution each year to
BCA for further capitalization after Year 5 is not beyond consideration.
The value of the program to the GOH should be apparent by that time and
it is assumed they will have a major interest in seeing that the
fund continues to expand.

There seems to be, given good management and careful use of
resources, a reasonable chance of achieving a degree of self-
sufficiency in the credit needs of the program. Final analysis
must depend, of course, on practical experience developed as the
program evolves over the first few years. It is recommended that
the annual review of the program specifically review this issue and
make any necessary adjustments in credit terms in order to assure
this reasonable chance of self-sufficiency.



o |35 Tr2. —— e e e [ — .
_ . .._SIALL FARNER DC TeURY
‘;;..;'_[r,f_.-——.v_;._ - Tt cmie eln oz - e =
SR onspdbud fouzcen. | . IR BRI Y0 sl Sonlosent. f 2ha
HYXIkdw ¢ raal 3 _i%0 Cash ruu, aeded orver v 4 _ oua
p— Lgron fared PRI ot oo LML
' ; = S e .. IR 7Y
1 : { HEN 3
i 2] ! i -umso| ot o 37
3 +—Irine casd creetc gveil.from | ! ‘f_.' 1 1
. reflows i maoa! R N
sl s _g ,.-! [
. 1752 $iecowme) . . : e
4 (2 | H S A
. 1oty ] b IS
’ Isflovs ! FR |
; Ve H T
i ; i T
sl 1 fas S SRENETN -4 o I T SENE I
o] ! §00T dtacougs) H S R e N N i N
e t_|rim cosh credir evetl. fros { R i . i [ i 1!
" L nflor : . : .. [ . 58 i L
i *
L 5w ~zaan s mesl el 0 T wsasgs | eonan . il
u} ey o dseommaey _ & RIS Coerilo0 o, P .l V. o — —t
of (253 ) P ftand D f Cgnen! ) 1 L. . i - i : i
T it .My . Pl oy DL b L. R R s
" : B . - . ! . H R U i
= ; L ger : e b : I ISR T T
n ! aL30! SOTIIAY Lt loessry. - 544673, i 139 J ! Lameam IRy 1kl b
z T '_iv‘.uwu;mvunw [ [ A N «‘ = T 3%
of - . 5 . i [ o 5 t i1y
> ;1138 ! : [ 280 L 12360 A PR 483000, N
» (239599, . . _ R ! ': ¥ it "
» ¢ 223579 V. R 1 i : ! ! H
= ¢ 81617 . . .. 1 M i 11[. [ +
- +
. R - _i_.____ . 10640 iaeeige aizsoem I
4 O . A I ‘ I " :
£ ag7973] L I T B] : ! ] o
» --- L 151008, . . ' ; . 4 ! il
B et i [ wme L gy i
por ' 1 H :v . II'
i T :
by -1 ] 2l 1
e DU f S TH :
g HE | 2 eooey.
»] H ] i Pt i '
d ! + - +
» DI . - 199800 ' faagdy i
. - -.iiA. I IS : 1
-t > i {i T
- - ; 2e34: 3
L : i ; el {
I 1 T T
;
“1 R RN N 131
- ; [HIBH 1 ! H 1§ B
- : AN RN HIEH 0 EEA N
- T HITEEL IR ALY, 1 N7



http:In--..fr

A Lo B A U ke f‘"""";,_’*” “'r"l, - _E?‘ﬁét‘i?*'“@r..m#f“ﬂ“m#
[ i e . v ]
| ,4‘ ~yi. _142., ._,,Y.l I- —'f‘l‘ 56 , yE , *ﬂ . V) i
ks - L e T T E e ML .
, vl T T _@«,! N Rt AW iL T
' { 5 ‘ ; N . ":l’ |i|| "l'“ - -1 }
g sy oo 115 B U it
o oyEm T Ropare ! . e IS
" y \ “‘:ﬂA{ avml- heataiy (lj H L. $ gnﬁf l H .1.'.“ Cers H ;‘E:
. ' RO wl o CHBYY L, | .fedicde.
' :*mwaﬁﬁdrﬂm —L l&, s.':_‘,yﬂl" FRETINN i P . ;‘?' -
. Y.‘Jn..w.!., M.TJ RSO I Lo i | e - ;i;-._
’ RN v : i : (m,m i WM h IELEY
oo L‘z Y R P o] 1 () ?ﬂ. SN
- "”’"s"ﬁj“;}f{’" ) soadl) ! e T Sinl
u s N0 TN £ e e . s L 4
1Y Sy o rerdog C8Y, D ,f ; Eﬂﬂ"{g xxgr ! i
“ U B ; 73551 90 T
R 175 Y ang"-) . M I . ool | | e
Wy 8 i S Guil By - bk (U, ] I P /ff/m g’;m N
o Hioron [ s el Frucp =4 (R)etd, . | |- i i N
ot O tne A Leodgw b s , I
O iy -Mw 0 babt .uu.a) Mum m\(uu toan. i : JJM:L‘AML @z/oz% SN
. i -
) Tmmmmmmu = 5 lmej._ R REHUS
noy G n.umblu %.jra,m -t m&(gf@ Lo | o | pprieta .;7’ W) | Bk on
. Hiwwa 7 &, u N lf;ﬁf {177 I S t
", : mvmhr'ﬁmb : L [ ! -2yl < N ]
" <3 - BN opediass epprtne ; ; { o Eieeo, H Ly
» . MC-J'T’MHF-MI {4, H \ T IR
w&m Prad. Gor dlier Gl ~ WAYH Tun \m te. (R)T) T N
! Ve bl bt lnday . e . . = N
"}-,\} ?JI-MM Syt Credt 5141'{ i ﬁ Lﬂ)v ) . . . . ! . . .|
» o Vi Qold furest = - ut)r{) . . b Lt
22 e Uht Pl : ! . Lot
n f Bas - 4 senctin Yipese . PR . ' td i, .
" L TR Ol T grsacgenss BT . . i .. . Lpd
"o ﬁlfwl‘-“ And g lﬂ-cv(‘lalo ~ WM Mw W (‘)‘L#). 357 ,.i,.,_
L Teednllely . : J 35/ )
| R oy S Onk fy xm‘f zc)m . » . . s ;
S 1.,@1.9 P SR : 2433t (4o7s T
w “r: Tohd GediT (had . i I o PN . J‘i“ .
- - (ot DDM‘M& ur-w. PR . * [002p3 ] 3
o e i- ..... . i L33ty iy
N Phewte- Al for qwo-iﬂ- Hifue N Y““ 24 (mp 5 2053 | .. “;[], -
o (' jl'.’hak;;]} lyqz_k: o (!)(J). : , Ty *l“‘;'
“ e WIn I . . o H B TN I
) | R At P A l’ . N A BRI
. : :\,—mep‘fuu e |t P iy ! s ol e ;,U,
' b e s aoeds . : TR K7 11 RN A
" O,F.,m o u,’MQJ? nnyma»{ 1«»7' faes (KD X - o | Jooeed "t Lz [ Cay P
\.; 3{10 Mwmn ly(‘nl‘l F Y- mk (Qfl.’ . . ’g - ( { % ]
vt 1L Poald Nedy H . el ( ;
", D Ay reTan appei, ; ' K e b Jid ]
o 1 QMY et y 1o 1 : [ R . .
“ _?).xm.-m\ t«eamd.m A : . . .
W forte B ot -kn)gv,% i - . -
..5 : v il - -
W E . Y ,-#:‘f’,l e L T
oLk r ot 4 fRERN! . }» SN IS RS |
] _c ISR ISUL U AN I
W . l ey D
‘. P g0 ]
:'! it Do I N . J'i';’r‘ ..
" : : R _1’ ’ o l._ .lt.:,H.N
3o AL e
". i‘ : . “7+<:C,:- e AR
. - N L Sty teed . JJ:<

TARLE 26
DUISIATIVE _ Casi) GLbu) - Rh SHMLRER T LOVHSAT FOND - {4 yurs

-7~

HEST AVAILABLE GO




~100-
G.__ ENGINEERING ANALYSIS
1. REGIONAL FACILITIES (OPERATIONAL CENTERS)

(a) Location

Discussions between AID and IHPCADE have led to the
conclusion that the establishment of 5 to 7 IHPCADE
operational centers in major coffee~growing areas ig
essential to conduct the project as contemplated. While
it may be desirable to cover more areas, financial and
institutional limitations militate against a larger
program at this time. To assure the best selection of

representatives and BcA personnel, and agreement will be
reached on the locations Prior to disbursement & funds for
design of the facilities, purchase of commodities or
contracting for construction, Availability of power, water,
materials and labor will be considered at this time and a final
cost estimate presented.

A tentative agreement has been reached on the following
eight operation centerf which have been assigoed a priority
based on the relative importance of the areas, their degree
of advancement in modern coffee technology, the accessibility
of land and their practical feasibility as a site for the
general promotion of coffee. The sites are listed in their
order of priority:

1. Le Borgne
2 Dondon

3. Jacmel area

4. Fond des Negres

5. Beaumont

6. Plaisance/Pilate
7. Baptiste/Savanette
8. Thiotte

The sites and their zones of influence are shown in Annex
IIT

(b) Function of centers

The role of the IHPCADE operation centers will be to
perform the following general functions:

1. Conduct coffee demonstrations.
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10.

11.
12.
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Maintain collections of improved plant materialc
Produce seed of improved varieties
Multiply seedlings c¢f improved varieties

Perform variety trials, fertility trials and cultural
practice trials

Train IHPCADE and BCA personnel in coffee technology,
extension methodology and credit methodology.

Train farmers in improved cultural practices of

coffee

Provide mechanisms to assist small farmers in obtai.ing
credit for coffee production

Recelve, store and redistribute fertilizer and other
inputs to coffee growers

Develop and operate when appropriate, a winimum price/
stabilization program for coffee

Gather statistics on coffee production

Provide mechanisms for operations control and reporting
on activities of the project

The facilities required for these new centers may vary
somewhat from one zone to another because of the size of the
program or because some facilities may already exist in some
locations.

(c) Description of Centers

A typical operations center would include the following

facilities:
Land:
Buildings:
1
1
1
1
1

Approximately 15 acres (fenced irn)
Offices/work room

training center (with dormitory/Kitchen/toilet
facilities)

residence for Director
residence for farm manager
warehouse for fertilizer
coffee drying patio/shed
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The center would be operated by:
1 Director (coffee agronomist)
Agronomist (Agr. Crops)
Credit Agent
Secretary-Clerk
Farm Manager
Oor more Assistant Agents (as necessary)

S N

The following items of equipment would be required at
each center for its proper functioning and to permit
effective communications between the center and
Producers,

Electrical Generator (15 KW) and electrical dist.
system

Water pump w/storage tank and dist. system
Short wave radio

Scales (500kgs., 20kgs.)

Calculator

Coffee depulper

Typewriter

Agricultural Hand Tools

1 ea 4 wheel drive jeep

1 ea 4 wheel drive pick up--truck

2 ea Motor Bikes

(d) IHPCADE Central Office Requirements

IHPCADE presently has central office facilities available
which are satisfactory for the purposes of the loan-financed
program. However, to assure desired Supervision, inspection
and support to district offices, warehouses and operational
centers, IHPCADE requires the following vehicles and equipment :

4 Jeeps

4-5 ton stake bodied trucks
3/4 ton panel truck
electric calculators
electric typewriter

H oo~ W
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1 mimeograph machine

4 Sound equipment for panel truck
training aids (projectors, etc.)
Base radio station

(e) Communications

Telephone communications between Port-au-Prince and
major cities in Haiti are usually not possible. In any
case the Operations Centers will be located away from the
major cities and will not be served by the telephone net-
work., As a part of this project, the central Port-au-Prince
IHPCADE office will be connected to each of the operational
centers by means of a short-wave radio system. The base
station would be located in the central office and small
receiver/transmitters would be located at each center in
the office of the director. The director and his secretary/
clerk would be taught how to operate the unit and a schedule
of periodic contacts would be established. (A similar
station will be located at BCA central offices which is
several miles distant from IHPCADE offices. Both systems
will be .tied together

2. RURAL ROAD IMPROVEMENT

(a) Haitian Road System

On paper bthe Haitian road network totals 3.300 kms. ,
of which 1.019 kms. are identified as National Highways,
which connect key cities; 736 kms. as Departmental Roads,
which connect internal and border points; and 1.545 kms,
as Rural Roads, which ave no more than trails or paths and
not generally suitable ror use by motorized vehicles.

(b) Present Condition of Roads

Maintenance of roads in Haiti has been practically non-
existent since the early 1960's. Road sections have
flattened and developed depressions, road shoulders have
disappeared or have been built up above the roads by
vegetation so the roads become waterways., Drainage ditches
have filled in, culverts and other drainage structures
destroyed. A resume of present condition of the system
is as follows:
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Paved roads (concrete asphalt and block) constitute
only 9% of the network, Of these only 11% can be consi-
dered in fair condition.

Stabilized roads (gravel and waterbound macadam) make
up I77oF the network with about 50% in fair condition
during the dry seasons of the year dropping to 25% during
wet seasons,

Rural roads make up 47% of the network. They are
primarily earth tracks 1mpassable when wet and in most
cases impassable in anything except a 4-wheel drive
vehicle when dry,

(¢c) Present Road Activity

The Ministry of Public Works, Transportation and
Communications” (TPTC) has prepared a six-year plan for

costs involved.

The two principal roads in the country are the 243 kms,
Port-au-Prince/Cap-Haitien North Highway and the 197 kms.
Port-au-Prince/Les Cayes South Highway. Both of these
roads are in very poor condition at the present time but
the IBRD is negotiating a $10.0 million loan to rehabilitate
the worst sections of the North Highway and the IDB has
granted a $22.3 loan to do the same to the entire South
Highway, In addition the French Government has made a
grant of 82,0 million to improve and pave the existing
43 kms., trail from Leogane on the South Highway to Jacmel
on the South Coast.

Complementary to the above loans AID has awarded a
combination Grant/loan in the total amount of $3.8 million
to assist in the development and equipping of a National
Highway Maintenance Service (SEPRRN). At the end of a
three-year program (1974-76) it is hoped that SEPRRN will
have the capability to maintain the North and South High-
ways and gradually assume responsibility for other national
and departmental Troads as they are reconstructed under the
6-year plan.

(d) Rural Roads
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(e) Road Work Involved in Present Project

As a part of this project IHPCADE will develop operational
centers located in the major coffee-producing areas. The
operational centers are generallylocated in towns not
presently connected to the national highway network. In
most cases the local roads or trails serving these towns
cannot be used for vehicle traffic, or can be used only
at certain times of the year,

To assure movement of technical and credit assistance,
fertilizer and other agricultural inputs into the operational
centers where they will be distributed to the multitude of
small farmers involved in this project, and to facilitate
the movement of toffee from the operational areas to export
points, improvement of the rural roads connecting the
operational centeirs to the national highway network, and
other local roads connecting the operational centers to
the principal communities within the zone must be accom-
plished.

Based on the planned location of the operational centers
to be developed as a part of the present project and on
discussions with IHPCADE personnel it appears that an
average of 20 miles of rural roads serving each of the
operational center needs to be improved.

This includes several sections of national or depart-
mental road critical to the project. These roads, however,
have a low priority in the TPTC 6-year plan and are not
scheduled for reconstruction under this plan, or are
scheduled for 1977-1978. As a part of this project it is
proposed to improve sections of these roads to permit their
use until the TPTC program is carried out. The specific
sections of roads to be included in this program will be
identified by the GOH/AID project committee at the time
the final location of the operational centers is decided.
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H. IMPLEMENTATION PLAN

I. Engineering
(a) Engineering Assistance

The engineering and construction phases of this program are repre-
sentative of relatively simply elements and are within the GOH capabilities
to plan and supervise. The GOH Ministry of Agriculture civil engineering
group will perform the design. However, engineering assistance in the form
of a civil engineer should be furnished with grant financing for two years to
assist and train IHPCADE personnel and the communities involved in the design,
contract award, construction supervision, procurement of project materials and
maintenance of the facilities provided under the loan-financed program. A
private consultant will te used. He must be familiar with AID requirements
and be fluent in French and English,

(b) Construction of Facilities

Due to the relatively small size of the various facilities to be
congsiructed under this program, the scattered locations of the sites and the
inaccessibility of the sites to the present road network, it is not feasible
to consider having a single large firm do this work, In Haiti it is the
general practice for a builder to perform both design and construction of a
facility on a cost-plus-fixed-fee basis,

(c) Design of Operaticunal Centers and Warehouses

The consultant will work with IHPCADE in developing the require-
ments for the various operational centers and warehouses. He will assist
in the preparation of layout plans, outline specifications and the basic
information (topographic and soil data, water and power supply, drairage and
sewage disposal systems) for negotiating contracis with selected qualified
builders in the areas involved., Once builders have been selected and con-
tracts signed, the consultant, under the general direction of the GOH,
will supervise the design and construction work of the builder, assist in
the procurement of any imported construction materials, inspect the work
and approve payments for work performed. He will prepare monthly reports
on the status of the program and furnish cnpies in French for IHPCADE and
in English to A. I, D. IHPCADE, or the Ministry of Agriculture, will
furnish necessary logistic support (office, secretary, administrative and
accounting, construction inspectors, transportation) to the consulant.

(d) Design Standards for Buildings

Design of buildings and supporting works will be based on the type
of construction normally used in Haiti, This includes masonry foundations,
concrete floor slab with tile facing, concrete block walls with cenent
plaster inside and out, corregated sheet metal roofing, metal window frames
and wood doors. Interior and exterior electrical, water and sewage systems
will be based on good practices., Paved areas will be of concrete over a

suitable base,
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(e) Engineering Assistance for Road Work

Engineering assistance will be provided as a feature of the
loan to guide and assist IHPCADE personnel and the communities in-
volved in the planning, design and construction of the various road
projects. The consultant will help determine material, equipment,
tools and labor requirements and provide assistance in procuring
necessary items. During the actual construction he will assist in
supervising the consvruction.

(f) Design Standards for Roads

Design of the rural roads will be based on providing the
cheapest all-weather road possible to accomodate local traffic.
Traffic will normally be minimum and consist of trucks and four-
wheel drive vehicles with a minor amount of two-wheel drive traffic.
The roadway will be 16 feet wide, including shoulder and ditches.
Existing alignments and contours will be followed to the maximum
extent possible to avoid unnecegsary excavations. Adequate ditches
and cross drainage will be provided. Bridges will be avoided wherever
possilble, with culverts or fords provided where necessary. The road
will have a base and wearing surface of select material, utilizing
available sources along the roads to the greatest possibie extent,

A field survey of each road will be made and any obvious pro-~
blem areas, such as swamps, rock outcroppings, areas periodically
flooded, etc., will be avoided when laying out the road. Based on
the field survey a trace and profile of the road will be prepared,
drainage structures identified, and a bill of materials and cost
estimate developed.

(8) Method of Constructing Roads

In Haiti, almost all work is accomplished by use of hand labor
rather than equipment. Construction of facilities and rural roads
under this program will utilize to the maximum possible extent this
method, in order to provide employment to the greatest number of per-
sons and inject cash into the Haitian economy. It is proposed to
accomplish construction of the various sections of roads using labor-
intensive methods to the maximum possible extent under a direct cdmi-
nistration arrangement. The communities involved will assure an ade-
quate supply of labor. An inspector or comnunity representative will
control use of proiect materials and tools and keep track of payroll
costs under the general supervicion of the engineer. When specific
equipment is required to supplement hand labor it will be obtained
on a rental basis. A contribution in cash or in labor services will
be expected from the local communities.
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(h) Building Materials

Sources of gravel and sand are found in most stream beds and when
graded are suitable for construction of roads and for making concrete.
Large stones from the streambeds and limestone boulders are used to cons-
truct rubble masonry foundations and walls. Lime 1s abundant and easily
obtained in all parts of the country,

Cement is produced in Haiti at a plant near Port-au-Prince. Cement
blocks are generally fabricated at the construction site from cement and
local materials. Lumber is available from local sources.

Building hardware, roofing, plumbing, electrical supplies, ‘glass
and other manufactured items are usually imported and can be obtained
through Port-au-Prince importers. However, local duties and taxes are
included in the price. Since IHPCADE has a duty and tax-free franchise,
it would be less expensive if the items were ordered specifically for
the IHPCADE projects, either through local importers or directly.

(1) Road Building Materials and Tools

Most of the basic construction materials, i. e. cement, rock,
sand, line, lumber, will be procured locally, using normal good practices.
A qrantity of construction handtools, picks, shovels, wheelbarrows,
sledges, crowbars, tampers, etc., will be procured under the loan and
issued by IHPCADE to the comnunities for gpecific projects. Where fea-
sible due to the type of items involved, procurement of any imported
items will be made in Code 941 countries by IHPCADE with the assistance
of the cngineer, except as waived. Procedures will conform to normal
good business practices as to reasonable price, insurance, shipping,

etce.

(3) Maintenance of Completed Roads

Because of the nature of its constructior methods and materials,
a low-cost road is vulnerable to extreme climatic conditions and correct-
ive and preventive maintenance is required on a continuous basis, other-
wise a small slide or plugged drainage canal will lead to further dete-
rioration of the road bed and failure of sections of the roads.

The communities will be responsible for the maintenance of roads
in their areas. The consultant will assist IHPCADE and the communities
to develop their maintenance capabllities. For any minor sections of
the nationdl highway network, SEPRRN will perform this function.
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2. Fertilizer Delivery System

IHPCADE has a historical experience of buying and selling fertilize.
for use on coffee. The system employed has been to purchase through pri-
vate dealers, pay them a commission of 3 - 5 percent for handling the
fertilizer, the importation paper work and delivery to the warehouse.
IHPCADE stored the fertilizer in its own warehouse in Port-au-Prince
from which it arranged for delivery to the various regional offices
near the coffee-growing areas. Transportation costs were paid by IHPCADE.
Costs of trausport have been in the range of Gdes. 2.5 per 50-kilo sack
to Thiotte and Gdes. 3.0 to Marbial, Cap-Haitien or equivalent distances.
Upon arrival the fertilizer was stored in depots which were rented when
necessary. Sales have been made directly to farmers for cash at a 50%

subsidy.

The system of fertilizer purchase/distribu;ion envisaged under the
loan 18 to provide for AID assistance to IHPCADE for direct procurement
of fertilizers as well as other necessary commodities. The fertilizer
employed in the program will be of an analysis 20-5-15 with 1 percent
magnesium. This analysis applied at the rate of 500 kilos per hectare
on mature trees will be equivalent, in the case of nitrogen to one
metric ton of 10-5-20 analysis used in previous years. External and
internal transport costs will be cut in half. The farmers' efforts or
costs of transporting more bulk and weight to his farm will be reduced

by one half.

Present warehouse capacity exists in facilities of IHPCADE for the
storage of 350 m. t. and in the Damien facilities of DARNDR for 1000
m. t. of fertilizer. This capacity is adequate for the first two years.,
When additional capacity is needed beyond this time, depots can be tem-
porarily rented at a cost of $100/month for each 200 m. tons. The deli-
very system under the loan envisages receipt of fertilizer in Port-au-
Prince, providing for temporary storage as necessary and transportation
in IHPCADE trucks to regional centers where new warehouses will provide
for 200 - 300 m. ¢, storage in each location. If the need exists to
store additional quantities in the general area of a given operational
center, arrangements will be made for storage in rented depots near re-
gional offices of IHPCADE in such locations as Jacmel, Gonaives, Cap-
Haitien, etc,

The system of sales contemplated under the loan provides for credit
sales by BCA to farmers' groups at a subsidized rate of 50 percent the
first two years and 25 percent the next two years. In Year 5, the far-
mer will pay 100 percent of cost. Credit sales of BCA will remain a
part of the revolving credit portfolio of BCA as described in another

section of this paper.



- 111 -

Inventory controls will be made for all fertilizer received, stored
and tramsported to other locations within the country. Each warehouse
will maintain inventory controls hecessary to reconcile receipts with
departures of fertilizers. BCA will be largely responsible at the ope-
ration centers for the inventory system, lock and key system and cash
and credit sales to farmers. Countercontrol of receipt, inventories
and sales of fertilizer by the IHPCADE Director of the operational
center or his designee will assure that fertilizer will be sold and
used to meet the specific objectives of the Project. Minor amounts of
fertilizer stocked at the operation centers will be neceded fcr research.
demonstrations and training purposes. These amcunts will be so identified
in the inventory system. Fertilizer sold for discount will be identified
by either a characteristic bag or will be ordered with a special dye for
easy ldentification.

Investigations have been made concerning the availability and price
of fertilizer required by the loan project through the five-year period,
Information has been obtained from the Tennessee Valey Authority that
the minor quantities involved (approximately 14,000 m. t.) will in all
likelihood be available from U. S. sources. Current prices of 20~-5-15
in 1000 m. t, lots are $250 plus $35 freight from Gulf ports. Signifi-
cant reductions in price could not be obtained unless lots of 5000 . t.
were purchased at one time. Such quantities will be needed by the fifth
year of the project. Therefore, some savings may result from larger quan-
tity purchases at that time.

Discussions were held with the Ambassador of Venezuela to determine
fertilizer availability from that source. AID was assured that sources
of 20-5-15-1 exist at prices of 225/m. t. plus $15 - $20 freight.

In the case that it is desirable to purchase fertilizer through
Haitian private enterprise, such sources have assured investigators
that eligible source fertilizers could be purchased in the types and
quantities indicated at existing world market prices at the time of
purchase. Cash payments for the purchase would facilitate ordering.
Private enterprise would work on a commission basis (3-5%).

While it is impossible to foresee any sudden changes (either for
better or worse) in the present tight fertilizer market situation, there
appears to be reason to assume that the project will be able to acquire
the relatively small quantities needed in the time frame planned. This
1s assuming that adequate forward planning and purchase is done.

Purchases are expectzd to be made six months in advance of expected
arrival dates. Where rossible, purchases should correspond to off-season
U. S. markets. An estimated schedule for delivery is as follows:
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Years Quantity Purchase Arrival Distribution

Date Date Date
1 584 Oct. 74 Mar. 75 Mar.- June 75
2 1,440 Jul., 75 Jan. 76 Mar.- June 76
3 2,038 Jul. 76 Jan. 77 Mar.- June 77
4 3,916 Jul., 77 Jan, 78 Mar,- June 78
5 5,437 Jul. 78 Jan. 79 Mar.- June 79

Total 14,015
3. Credit

The Bureau of Agricultural Credit (BCA) of the Ministry of Agricul-
ture and Natural Resources will execute the credit component of this

project.

Administration and accountability for project lending will be en-
tirely separate and distinct Zrom other operations of the BCA, and
credit will be channeled through a special "window" for this purpose.
Loans will be extended in cash and in kind (fertilizer) to individual
and group borrowers through regional offices of the BCA to be located
in the planned g IHPCADE Rrgional Operations Centers.

The lending operation will proceed as follows:

(a) An initial commitment of AID Loan funds for the purchase of
fertilizer will be made in the form of a letter of commitment to a
U. S. Bank. Prior to the purchase of fertilizer by IHPCADE through
letters of credit, the GOH will deposit counterpart funds in the spe~-
clal joint GOH/AID account as discussed above, a portion of which will
be utilized to cover project requirements for cash credit (estimated
to be approximately 30% of the cash value of the fertilizer to the farmer).

(b) Upon approval of a sub-loan (see Credit Policy and Procedures,
below) credit will be extended in the form of coupons for fertilizer
and cash, in varying amounts and proportions, depending on the purpose
of the loan - regeneration or new planting - and the area to be covered.
Credit will be extended in accordance with an approved farm plan and a
line of credit to be initially established for each project participant.
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(c) To receive fertilizer, the farmer will present his coupon to
the regional IHPCADE agent and be provided the amount specified. The
coupon 18 then returned to the BCA by IHPCADE to verify that the loan
was in fact consumated whereupon the loan account of the borrower is
debited by the corresponding amount.

(d) At the end of the first year, the borrower begins to repay the
loan. (See Credit Policies and Procedures.) Repayments are credited to
the account of the borrower and become available for relending, but
only in cash - not in kind. In this fashion the project window of the
BCA 18, in effect, capitalized over a five-year period through the in-
direct granting of AID loan funds (for the purchase of fertilizer) to
the project portfolio in the amount of $5 million plus interest.

(e) Graphically the operation can be illustrated as follows:
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Credit Policies and Procedures

The following Policies and Procedures will be established for BU..
project lending.

(a) Terms

Loans will be made at a uniform rate to all borrowers of 8% or
higher depending on GOH regulations in effect at the time. At this time
the intention of the GOH is to require repayment over the shortest
possible time frame. Initial discussions have established, however,
maximum limits under which the credit will be provided.The exact guide~-
lines of allowable and desireable terms will be developed as a condition
precedent to disbursement of AID funds.

Loans for the regeneration of stands of coffee will be for a pe-
riod of no more than 3 years with equal annual repayments of principal
plus interest over the period. Loans for complete new plantings may be
made for periods longer than 3 years.

(b) "In kind" and Costs Lending

The BCA will advance both cash and "in kind" credit to small far-
mers and groups, but the disbursement of both types to a single borrower
will be treated for accounting and repayment purposes as a single speci-
fic loan amount, although records will be kept as to the relative propor-
tion of each type for statistical and evaluation purposes. In addition,
prior to lending to a new borrower, a line of credit will be established,
internally in the Bureau, for that borrower in accordance with the farm
investment plan to be jointly approved by IHPCADE and BCA regional per-
sonnel having this authority.

(c) Amount and Percentage of Sub-Project Cost

No maximum amount is established for project lending except that
credit initially may not be extended to borrower for more than 6 na. of coffee.
This requirement will be subject to periodic review to determine whether
a degree of flexibility should be introduced. Loans may be made avail-
able to finance up to 100% of the cost of the individual coffee project.
In no case will a farmer be allowed to borrow more than 5 tons of sub-
sidized fertilizer in any one project year.

(d) Loan Applicant Eligibility and Approval

(1) Coffee farmers may receive credit in kind in the form of
frtilizer for up to a maximum of 6 hectares at a 50% subsidized cost
for the first two years of borrowing and at a 25% subsidy for the sub-
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sequent two years of the individual project, as long as borrowing
commences prior to the end of the fifth project year. In initial
discussions, the GOH has indicated a clear desire to channel the
bulk of the program resources to the small farmer. However, given
the fact that almost all Haitian coffee farmers are, almost by de-
finition, small, the added costs of trying to limit the program may
not be either warranted or justified. This issue will be resolved

during loan negotiations.

(11) Coffee farmers with up to 10 hectares may borrow cash
from the project window.

(111) The loan applicant must receive the approval of the
credit committee of the IHPCADE Operations Center and must not have
borrowed the money elsewhere for the same loan purpose.

(iv) Collateral in most cases will be the character and capa-
city to repay of the farmer, except where the reciplent is granted
a portion of group credit through a SAC in which case there is joint
and several liability.

(v) The minimum land holding for eligibility for borrowing
by individuals under the program will be approximately 0.25 hectares,
(These very small farmers will be able to borrow through group arrange-
ments., )

(e) Loan Collection, Control and Procedures on Bad Debts

Currently, BCA does not maintain a separate loan delinquency
file nor does it have a system of "aging" its loan accounts in accord-
ance with the terms of notes to determine the current status from va-
rious stages of loan delinquency. Such a system will have to be esta-
blished, at least for project lending, or it will be imposgible to im-
plement effective collection practices. Adequate delinquen: loan monitor-
ing and collection procedures will be established prior to disbursements
under the loan. In addition a reserve account will be established for
bad debts of a reasonable percentage of operating profits.

Capital Accumulation and Treatment of Rollover

Other factors aside and if all goes according to plan, the BCA should
have an accumulated project loan portfolio of approximately $2,700,000
by the end of the fifth year of project lending. (See Table 26 s
Section PFeli ,) At this point all AID Loan funds should be disbursed.
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Out of accumulated repayments, the BCA will directly finance fertilizer
purchases from year 6 on. Also, from then on the maximum term for all
project loans will be two years. For some farmers three additional yedrs
of subsidized fertilizer credit will be in order after year 5. The magni-
tude of this subsidy amount, however, will be available from the roll-
over payments of principal and interest on past credits. All fertilizer
requirements for the second five-year period of the project will be fi-
nanced from the fund. The continuation of a matching GOH contribution

to the fund after year 5 is not contemplated at this time, but needs

of the program at that time will be reviewed and such determination
will be made as appropriate by the GOH.

The integrity of the BCA project window will be maintained through
the end of the 10th year of project lending at which time it can be
untied and the accumulated portfolio may be utilized for other types
of credit or expansion to a larger target group.

BCA Non-Credit Activities Relevant to the Success of the Project

(a) Savings Generation

Borrowers from the BCA are automatically members. Shares are
purchased in the BCA through the process of a deduction of a percent-
age of each loan. The present regulation (unenforced) is that 5% of
each loan is credited to the share capital account of the member. This
practice may be maintained under the project, but for purposes of cash
flow analysis it has not been included.

In actual fact, there are no share capital accounts nor has
ther» been any voluntary savings generation. Also there are no provi-
sion.. for interest or divident payments in the 1963 law which created
the BCA. However, in the decree of February 18, 1974 legalizing pre-
cooperatives, credit unions, '"caisses populaires" and federations, Title
III provides that up to 67 annual interest may be paid on capital
accounts. The importance of savings for the long run viability of the
organization as well as member SAC's and Cooperative argucs for a new
policy of savings mobilization through the provision of adequate incent-
ives. It is not unreasonable to assume, for example, that member farmers
could start off by saving a gourde a month in the local unit, which in
turn could maintain a group savings growth program in the Bureau. Under
this project it should be possible for the first time to offer a modest
rate of return for a borrower's share account as well as voluntary
savings. A new interest rate structure could be calculated to provide
for this without inhibiting the operation or lending activity of BCA.
In the medium and long term this will contribute to an expanded outreach
of the project.
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(b) Promotion, Training and Technical Assistance for the Establish-
ment of successful SAC's and Cooperatives

Because of the promotional efforts of many voluntary agencies
and ONAAC, there are a number of community level groups with which to
work. (See Section D-3 .) Such groups, however, follow no particular
common mold and were formed for a variety of purposes. The BCA and
IHPCADE have both been instrumental in the past in the formation of
the approximately 180 SAC's in existence today and BCA believes that
over the first five years of the project an additional 670 can be
formed. This appears highly unlikely given the fact that only 180
have been formed since 1967. Nevertheless, every encouragement and
support should be provided to BCA and IHPCADE field staffs under this
project to accelerate SAC formation process, as well as the grouping
of SAC's into Coops.

To arrive at an increased pace of SAC and coop creation, (a) BCA
and THPCADE field agents will have to be trained in promotion and nation-
al training as well as a range of organization, skills, (b) an effective
gystem of coordination of BCA, 1HPCADE, and other agency community orga-
nization activity will have to be devised, and (c) a program of conti-
nuous follow-up technical assistance will have to be provided to SAC's
in order to help them through the difficult transitional process to
more viable cooperative units. Counterpart funds under the Loan are
programmed for essential small farmer training and follow-up activity.

(c) Bonding

There are no bonding programs covering BCA personnel, SAC's
credit unions, 'caisses populaires" and agricultural cooperatives.
Considering the magnitude of funds which the loan project system will
be generating, the BCA will be assisted to establish an action program
which results in appropriate bonding for all personnel handling funds
and assets of its organizations.

(d) Auditing

There is no evidence that the BCA has been audited, either for-
mally or informally. In the execution of this project,periodic audits
will be vital to: show whether or not operating procedures have been
faithfully carried out; verify the organization's profitability; pin-
point discrepancies in the accounting system; and assess the perform-
ance of management and staff. The BCA under the loan will be required
to provide for a system of both internal and external audits at period-
ic intervals.
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BCA Structure, Organization and Manpower Requirements

During the life of the project, BCA will be expected to take the
form of a cooperative finance organization acting in the dual capa-
city of (1) providing loan capital to small farmers through their
SAC's, to other agricultural cooperatives and to individual farmers,
and (2) providing services to its members in the form of bonding and
other insurance protection, auditing, training, organizational develop-
ment, bookkeeping assistance, promoticn, etc. Serving farmers in the
rural area will be done from the regional and local offices of IHPCADE
as well as from BCA's own regional offices: All BCA personnel, =spe-
cially field personnel, will have to work in very close coordination
with the IHPCADE staff and with personnel of all other government
agencies and private sector groups involved in community development.

BCA's regional personnel must be given the broadest operational
flexibility possible in order to deal effectively on a local level to
meet the needs of farmers in a timely manner including the granting of
loans, providing cash credit or in-kind credit coupons, encouraging
savings on a systematic basis, encouraging new members to join the
SAC's or cooperatives, and organizing new SAC's and cooperatives: in
short BCA's regional and local offices must operate as full service
organizations in the field. BCA is not currently staffed to cope with
the volume or variety of services expected under this project.

Proposed additions to the BCA staff over the life of the project
both regionally and at the national headquarter, are illustrated on
the following organizational chart, External technical assistance is

also shown.

In the succeeding table is shown a cost breakdown of new manpower
requirements for the first five years of the project. Obviously the
Increased counterpart input from the special GOH/AID fund will not be
eufficient to cover these costs. Instead a gradual "staffing up" se-
quence 18 envisioned, probably not arriving at full strengch unti:
the end of the fifth year. During the life of the project, however,
positions will be added as possible 1in key areas for execution of the
project as they become apparent.
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Equipment and Material Requirements of Project

Commodity requirements to effectively equip the additional funct.ions
and activity of both BCA headquarters and field officers are tentatively
calculated as shown in- Annex III. - "y As in the case of manpower
requirements, equipment and material purchases will logically be spread
out over a period of several years depending on the pace and development
of key activity areas.

External Technical Assistance and Training

(a) Technical Assistance

The needs in the external technical assistance area are heavy due
to the extreme lack of experience and skill at either national or local
levels in such areas as credit administration, community and cooperative
organization, accounting, inlter-agency coordination and planning and a
variety of other technical areas in addition to management itslef.

Resident advisors are proposed for the first three and preferably
for the five years of the project in..(a) credit cooperative and rural or-
ganization and (b) general credit administration and management. In addi-
tion, substantial short-term consultation will be reqiired but not ne-
cessarily limited to the following:

(1) Accounting prccedures

(i1) Bonding and insurance

(i11)Specialized organizational training
(iv) Credit Procedures

(v) Systems development

(vi) Loan delinquency control and collection

Technical assistance will be grant funded. Approximate costs are
as follows:

(1) Resident Advisors (3-5 years) up to $ 450,000

(x) Credit administration and management
(xx) Credit cooperative and rural organization advisor

(including salaries, benefits, travel, allowances, etc.)
(i1) Short-term Consultants $ 50,000

(cooperation, travel, per diem, other costs, etc.)

$ 500,000
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Training

The BCA will need to engage in a program of continuous training
to upgrade the technical capabilities of its entire staff and of the
volunteers in SAC's and other credit cooperatives: for this they plan
to establish a training function at the headquarters level..
In-country training will be carried out mainly through seminars and

workshops at national, regional, and community levels. The subjects to
be intensively treated but not necessarily inclusive will be the follow-

ing:

(a) Credit Management

(b) Duties and responsibilities of directors and committees

(c) Effective collection

(d) Cooperative organization, management and principles

(e) Accounting procedures and control

(f) Auditing

(g) Savings mobilization

International training should be available to key members of the
BCA to other credit and cooperative institutions in Latin America,

the United States and Canada.

Estimated training costs over the first five years of the project
are ag follows:

In-country $ 40,000
International 20,000

$ 60,000
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4. Training

An essential element of the program is the training that will be
required to technically upgrade existing GOH personnel and the selected
target farmer group. The content of the training will center around
coffee technology and activities related to the transmittance of the
more intensive coffee technology to the small farmer. Six types of
training have been identified as necessary for the conduct of the pro-
gram:

Coffee Technology Training

-~ Coffee Extension Methodology Training
-~ Coffee Research Techniques Training
== Credit Methodology Training

-- Systems Management Training

-~ Farmer Training

The project anticipates that much of the training will be performed
at operation centers, employing the best talent obtainable in Haiti. Dis~
cussions between USAID and FAO have resulted in the concusions that colla-
boration between the two agenciles is highly desirable, with FAO providing
the leadership and majox responsibility for assisting the GOH in this
task. Two FAO experts are programmed to be assigned beginning January 1,
1975 to this activity to design and assist in conducting a training pro-
gram. One of these FAO experts is already in Haiti and will be trans-
ferred to full-time coffee work no later than January 1, 1975.

(a) Coffee Technology Training

It 1s anticipated that a cadre of 15 or so of the best "agronomes"
will be selected for a comprehensive course in modern technology. The
content of this training should include emphasis in the science and art
of modern coffee production and technology. The principal purpose is the
development of a cadre of 15 or so persons competent in coffee technology.
It will allow for the selection of 4 or 5 who are the best qualified and
specifically interested to serve as trainers. The remaining will be
assigned to serve as Divectors of Operations Centers or in other capaci-
ties where their talents would be appropriate. The initial training would
be for a period of approximately three months on a GOH coffee farm, such
as the one which exists in the Fonds-des-Negres area. The project would
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provide for adequate budget for all.expenses of the training. Emphasis
would be on acquiring knowledge and skills by doing -- by performing
all of the operations in the production cycle and acquiring an under-
standing of why such practices are desirable. Field work during the
morning hours and laboratory and study assignments for the afternoon
would provide a good balance for training of an intensive type.

After training of the cadre of 15 persons, training courses of
a similar type, but for a shorter period of tiwe, would be scheduled
and conducted for each operation center as soon as construction is
completed. The cadre of 4 or 5 trainers with one selected as a leader
would travel to the operation centers to develop and conduct a course
of 4 - 5 weeks for assistant agents (adjoints techniques) and others
selected, to share with them the knowledge and skills acquired. New
personnel recrulted by IHPCADE should receive such training as well
as the existing experilence pergonnel, Such trainiug is considered
essential to assure that the IHPCADE and DARNDR personnel assigned
to work with coffee are proficient and skilled in the subject that
they are trying to promote with the less educated traditional farmer.

The approach suggested abova has been successfully employed in
other parts of the world -- particularly that training conducted by
the International Rice Research Iustitute (IRRI) in the Philippines,
the International Center for Mailze and Wheat Improvement (CIMMYT) in
Mexico and the Internaticnal Center for Tropical Agriculture (CIAT) in
Colombia. The "training-the-trainar' approach is expected to result in
rapid dissemination of the technical knowledge necessary for the appli-
cation of the technical package.

(b) Coffee Extension Methodology Training

The methodolegy in the way knowledge will be transmitted is a
skill in itself., Haiti has had the historical experience of the use
of extension methods in AID and other donor-supported programs in
prior years. Therefora, ewphasis in this subject matter as part of
the "trainer training" mentioned above, should be geared to the degree
felt necessary as the training progresses. It should be concidered a
necessary complement to the technical subject matter being covered.

(c) Coffee Research Technique Training

At an appropriate time iz the early life of the project, 3 or
4 selected participants should be sponsored for AID grant-financed
training abroad to attain skills in coffee research methodology. Such



- 125 -

training may be long term for academic degree at a uhiversity or short
term to provide opportunities for obgervation, exposure and making con-
tacts with researchers and their work in nearby Latin American counti
coffee research institutions. Possibilities will be explored with the
following to assist in such short or long-term training:

Federation Nacional de Cafeteras
Bogota, Colombia

Subject: production, research

-~ Departamente de Cafe
Ministerio de Agricultura y Ganaderila
Costa Rica

Subject: Field experiments on farms technical package

-~ University of Costa Rica
San Jose, Costa Rica

Subject: Research in coffee physiology

=~ Centro Agronomico Tropical de Investigacion y Ensenanza, CATIE
Turrialba, Costa Rica

Subject: Germ gasm collection breeding for rust resistance

(d) Coffee Credit Methudology Training

This type of training will be required for BCA agents at all
levels participating in the coffee program. It is anticipated that
AID will be involved in this type of training through long-term con-
tract personnel assigned to assist BCA funded under the Agricultural
Development Support Grant Project. A description of this training is
provided in the credit portion of this paper.

(e) Systems Management Training

The implementation of the Small Farmer Development Loan will be
a new experience for the IHPCADE. It will require a considerable amount
of administrative talent in simply implementing the program. AID will
be called upon to assist in ad-hoc short term on-the-job training of
IHPCADE management personnel in mansgement theory, procedures and tech-
niques. Such training and instruction will be provided on a continuing
basis by the USAID direct-hire Project Manager and by short-term grant-
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funded TDY personnel principally in management of the loan as it relates
to the implementation of the project.

Selected IHPCADE personnel wili also be provided opportunities for
short-term training as required in certain aspects of an improved coffee
system for Haiti. Investigation will be made of the following contacts to
develop details of such training:

-=- Mr. F. Briscoe; Manager
Coffee Industry Board
Kingston, Jamaica

Subject: Cooperative organization for marketing, processing

-- Oficinia de Cafe
San Jose, Costa Rica

Subject: Coffee marketing

~— Ing. German Valenzuela
Federacion Nacional de Cafeteras
Bogota, Colombia
Subject: Marketing, credit

(f) Farmer Training/Lducation

The purpose of the various types of training mentioned above should
be directed to transfer knowledge, skills, information, services and re-
sources to groups of coffee farmers. The training of farmers will be per-
formed by IHPCADE, DARNDR and BCA agents who work in areas served by the
operational centers. Farmers will be taught principally by demonstrations
of intensive coffee production methods in cooperating farmers' farms.
This approach 13 absolutely essentlal to show the farmers what is possi-
ble with better methods. Training will use such media as meetings, field
days, short courses, leaflets, radio, contests and personal contacts of
all sorts, Groups will be assisted in all aspects of coffee production
from starting nurseries to harvesting and marketing the crop. Training
will be followed up on a continuing basis with credit resources and
supervision/advice required to make their operations more profitable.
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5. Specific Responsibilities

The major activities of the entities implementing the Small Farmer
Development Project are graphically indicated in the Implementation
Plan PERT (Chart B ) The flow of resources and services from
AID and the GOH, through the National Bank, IHPCADE, and BCA, and
FAO to the groups of small farmers will be continuous throughout the
life of the project and are expected to continue for a period of at
least five years thereafter. Other parts of this paper describe in
detail the types and quantities of resources and services and the
manner in which they will be provided. The specific responsibilities
described herein represent assignment of the major activities to the
different parties as they relate to each other. Many of the activities
will occur in the early life of the project. The sequence of activities
by implementing entities are as follows during the first year:

AID will, upon satisfaction of appropriate conditions precedent:

-- provide an advance of up to three months requirements to the joint
GOH/AID counterpart fund in the National Bank

-- obtain Project Manager Advisor
~- contract for full-time services in credit coop for BCA

-~ provide engineering assistance by contract employee to help GOH in
design and construction of operational centers and roads

-- approve site selection, design and contractor selection for cons-
truction of IHPCADE operational centers

-- approve equipment and commodity lists and specifications
-- arrange for approprilate international advertising, 1f needed
-- arrange for financing of stabilization fund study

-- upon deposit of GOH contribution (at least one half of annual re-
quirements),open letter of commitment for fertilizer purchase

-- approve BCA credit policies and procedures

-~ approve formal THPCADE/BCA "protocol" and ‘individual execution plans
for THPCADE and BCA

-- approve procedures for joint GOH/AID counterpart fund

~-- authorize the purchase of up to $75,000 of fertilizer and up
to $100,000 of equipment (ghared equally between IHPCADE and BCA) to
cover part of the first year requirements of the program.
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GOH will:

provide for authorization to pass on proceeds of loan to IHPCADE
and BCA on grant terms

establish joint GOH/AID counterpart fund in BNRH and establish
disbursement and reporting procedures through BNRH

provide counterpart funds for augmenting IHPCADE and BCA budgets
and other aspects of project, and disburse such funds at regular
intervals

THPCADE will:

provide for carrying out study on stabilization fund

develop and sign a formal "protocol” with BCA on project responsi-
bilities and application of funds

draft an execution plan for the project
establish technical committee of AID, THPCADE, BCA and FAOQ

advertise and order appropriate amounts of fertilizers and commo-
dities under letters of credit

carry out a locational analysis for site selection of operational
centers

upgrade training facilities at Fonds-des-Negres
let contracts for conmstruction of operations centers
upon completion of operation centers, assign personnel to centers

conduct training course for "adioints techniques" at centers

deliver fertilizer and commodities to operation centers

Set up operational procedures at centers in coordination with BCA
develop plan of work for centers

begin implementation of plan of work

begin study of price stabilization policies, stabilization mechanism,
procedures, legal requirements, impact of taxes on production, etc.
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BCA will:

-- develop and sign a formal "protocol" with IHPCADE on project res-
ponsibilities and application of funds

—-.éstablish and implement credit policies, procedures, plans

-- train key personnel in credit methodology and techniques

-~ order commodities needed for first year

-~ assist in location of operation centers

~- assign personnel to operation centers

-~ establish inventory controls with IHPCADE

== begin to identify and form credit groups among farmers who are
working with IHPCADE to increase coffee production

FAO will:
-~ assign two experts to assist IHPCADE in coffee technology training
-- develop training program

== conduct training program at Fonds-des-Negres for trainers and
Directors of operation centers

-~ conduct training for "adjoints techniques" in operation centers

-~ plan for farmer training, short courses, etc.

As the implementation of the program gets under way, new activi-~
ties will begin in the second year. Activities already begun will
require repetition in the second to the fifth year of the project.
These are as follows:

AID will:

~- continue disbursements of local currency under loan according to
requirements

-~ continue to open letters of commitment for fertilizer purchases,
contingent upon adequate and timely GOH conbribution and completion
of stabilization study



- 130 -

continue to provide services of project manager advisor duriny
life of project

continue services of contract-hire personnel in credit coops

through second year continue services contract employee for
construction of operational centers not yet completed by end
of first year

provide local technical assistance for construction of feeder
roads from year two through year five

provide participant training opportunities

conduct annual evaluation of all program elements in coordination
with IHPCADE and BCA, and in relation to annual programming of
joing account expenditures

GOH will:

continue to provide for flow of loan disbursements to IHPCADE
continue to provide counterpart funds for IHPCADE and BCA
participate in annual reviews

IHPCADE will:

continue to advertise for and order fertilizer according to five-
year schedule, contingent upon adequate and timely GOH contribu-
tions to the joint account

continue technical training of personnel as necessary

continue delivery of fertilizer to operation centers according ro
schedule

examine the study of price stabilization and tax questions and take
appropriate action to overcome any problems which are identified

implementation of operation center's work plan, including nurseries,
demonstrations, seed multiplication, research, etc.

provide for farmer training of various types
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-- provide technical assistance to farmers receiving credit from
BCA

-- organize community groups for feeder road construction
== construct feeder roads with hand labor
== recruit and train additional personnel

BCA will:

== continue expansion of credit in form of fertilizer and cash to
farmers

-- maintain records of loans, repayments and information regarding
credit

== continue to form new credit groups among farmers who are working
with IHPCADE to increase coffee production

== provide for system of reflow of credit payments into project sys-
tem to provide for purchase of fertilizer after year five

FAO will:

== continue its program of assistance to provide for upgrading
"agronomes" and "adjoints techniques"

-~ begin training of new personnel of IHPCADE
=~ assist in planning and conducting farmer training of many types

The program is of such complexity (with one activity often depend-
ing upon the accomplishments achieved by another activity), that ade-
quate time will be necessary for implementation. The long-range nature
of coffee culture -- production of coffee begii s in the third year --
requires adequate time for the progress to be achieved in terms of in-
creased coffee production and increased income. Five years, therefore,
are considered necessary for AID funding and implementation.



AID
" Loan
disbursment]

SMALL FARMER DEVELOPMENT PROJECT - IMPLEMENTATION PLAN
( ILLUSTRATIVE)

Contract
to Engineer

Conduct

Demons -
Research

trations

Determine
Feeder Road

Organize
Locations
Contract Purchase
ech.
Services
Provide
BNRH Farmer
Select Jraining
Operation Construc- Construct
ry Centers tion Feeder
HPCADE Operation Roads
Center
Personnel Establ.
to Center Inventory
Upgrade Conduct Controls .
Studies Fond-des- Training Personnel .
for Stabilid Negres Course IS
zation Center .
Fund
Recruit
BCA new person. fPlan of
as requi- work for
red /% Train centers
Establish Personnel
Credit
Implement v roceedure  Assistance
Stabiliza- '
tion Fund ‘\\\
\\\
\\
/ ) Establish
FAQ Evaluat. \\\\\ Reflow O\ Operate_
of all of resource Hurseries
*//// program to system
element =




JLLUSTRATIVE IMPLEMENTATION PIAN
PRIOR TO DISBURSEMENTS

Sign //f;;;;:?\\\
Lean o/ Cenditiens

dmplement,

Agrecasnt

Purchase
of initial
BCA

equip.

$

mplement.

chase ©

)

-(V) 2€1=-

initial
IHPCADE
equip/ferk.




~133-

I. Evaluation Plan

This project shall be evaluated annually (preferably at or near the
anniversary date of the loan) to determine progress toward reaching the
loan objectives. The evaluation team will consist of representatives
of the Government of Haiti and AID (USAID and/or AID/Washington) and
such other outside expert personnel as the evaluation team may consider
necessary and appropriate at the time of preparation of the evaluation.

The evaluation will endeavor to measure in overall terms progress
toward the primary objectives of the loan as outlined in the loan
document and on the basis of a) appropriate work Plans and b) the progress
and "end of project" indicators provided below.

The Government of Haiti accepts responsibility for the collection
of the necessary data by BCA, IHPCADE or other instruments of the
Government of Haiti to permit the annual review of the indicators out-
lined below

GOAL

Increase income of small farmers and cause corresponding increase
of GOH foreign exchange earnings

1. Annual export of Haitian coffee increased from an estimated
350,000 bags (60 kgs) in 1974 to 500,000 bags in 1984,

2. No appreciable increase in the number of coffee farms in
excess of 6 ha.

3. 4% of annual value of exported coffee crop reinvested in
coffee sectors from GOH resources.

SUB-GOAL

Increase productivity by target group of small farmers
resulting in corresponding increase in GOH foreign exchange

earnings.

Indicator:

1. Increase in the average yield »f coffee per hectare from
250 kgs/ha to 750 kgs/ha on approximately 12,800 ha of
new and rehabilitated plantings. (1100 kg/ha. on new plantings)

PURPOSE

Develop a rural delivery system for the provision of credit,
supplies and complementary services to the small coffee farmer
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Indicators:

1. Following amounts of fertilizer imported under AID Loan:

Year 1 - 580 tons
Year 2 - 1440 tons
Year 3 - 2640 tons
Year 4 - 3920 tomns
Year 5 - 5440 tons

2. Using 1974 fertilizer imports as base, total Haitian fertilizer
imports increase annually by amount of AID subsidized imports.

3. Operations Centers staffed and equipped per tables of organization
and equipment

4 Centera by Year 2
6 Centers by Year 3

4. Operation Centers located within estimated 8 hours normal mode
travel from 80% of target group farmers

5. Annual turnover of professional IHPCADE staff does not exceed
10%.

6. Annual turnover of professional BCA staff does not exceed 10%.

7. 100% fertilizer loans under this program limited to farmers with
6 ha. coffee or less.

8. 75% of number of BCA loans under this program made to farmers
with 3 ha. or less.

9. 50% of total amount of BCA loans under this program made to
farmers with 3 ha. or less.

10. Ratio of BCA cash loans to fertilizer loans does not exceed
40:60.

11. Average length of time for processing loan documents by BCA
from application to disbursement does not exceed 15 days
(beginning 1976).

12. BCA project operating expenses totally covered from interest
income by the end of 1979

13. The percentage of the total number of fertilizer/cash loans to be
channeled through SACs and Coops (or pre-Coops) will increase
from 40% by the end of year 2 to 70% by the end of Year 5
at the rate of an additional 10% each year.
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Ten cooperatives will be formed per year from SACs participating
in the project beginning in year 2. There are currently 3
viable coffee cooperatives.

Loan default rate not exceeding 5% of amount outstanding loan
capital under project.

Loan delinquency rate not exceeding 20% of amount outstanding
loan capital under project.

By the end of 1976 dividends or interest will be paid regularly
by the BCA on savings deposited by individuals and groups.

Extension staff conducts farmer training program as per work
plan.

Farmer Survey

In addition to other evaluation techniques which may be implemented
over the time frame of the project, the BCA will establish as part of
their credit procedures a select group of farmers from which base line
data will be gathered as part of the credit process. A suggested copy
of a questionnaire is attached as Annex V. -
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PART FIVE -~ CURRENT ECONCMIC TRENDS

A. Economic Growth

After more than a decade of Stagnation, Haiti's GDP began to prow
at a more satisfactory pace between 1968 and 1973. This reversal
reflects economic recovery in several sectors, particularly construction,
mamufacturing, goverrment, and services, including tourism., Savinea
deposits of the banking system, after remaining virtually at the same
level between 1961 and 1967, almost doubled between 1967 and 1972, The
relaxation of the political climate in 1971 further contributed tc the
improvement of the eccnc~mic situation and the resumption of confidence,
which is reflected by the increased foreign investment and other re-
mittances fram abroad, However, the growth rate since 1968 of slirntly
over 4 percent, owes much to recovery after years of stagnation. It
was only in 1972 that real GDP f.xceeded the 1962 level, and some of the
ma jor sectors of the econony-~agricultural exports and
transport--have shown only miror signs of improvement. Because of the
lack of infrastructure, the pracarious balance of payments vosition,
and the weakness of economic monagement, Haiti will depend a great deal
on external assistance in devising and implementing development
policies,

Since 1967, the real GDP has risen by an average of 4.3 percent
per anmum, the growth rate increasing from 2.6 percent in 1968, to 4.5
percent in 1970, 5.7 percent in 1971, and 5.1 percent in 1972, It is
estimated that the 1973 growth rate was aporoximately 5 percent, Ad-
justed for the terms of trade, the real GDP per canita which had
declined by about 7 percent fram 1962 through 1967, began to increase
in 1968 and from then until 1972 it rose at 2.7 percent per year, 1In
1972 it exceeded the 1962 level by 5.7 percent.

The balance of payments deficit on goods and services has fluctu-
ated between 4 and 5,6 percent of GNP during the last five years, with
year-to-year changes resulting from the irrepular performance of hoth
exports and imports of gnods and services, Exports rose at an aver-se
annual rate of 11 percent in the 1968 to 1971 period, drapred 9 vercent
in 1972, only to increase by 14 percent in 1973 (estimate only),
Imports rose at an annual rate of & percent from 1968 to 1972; - in
1973 the increase is estimated at over 25 percent, The gap in the
balance on goods and services has risen from $15.2 millien in 1969 to
an estimated $38 million in 1973, Threough 1972 the pap has obeen
covered by unrequited transfers, mainly remittances from Haitians
living abroad. Net capital movements were very smali through 1949, -ura
while capital inflows rose substantially in the folloving three years,
they were broadly matched by reserve movements,

Gross domestic expenditure in the 1967-1972 neriod has riten in
nominal tems at an anmal averasge rate of 8,1 nercent., The lrrzast
growth element has been investment, which in marked contrast to the
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1963-67 period when it was virtually stagnant, has grown at an average
rate of 16 percent,

T It has risen faster than output, and in 1972 it was 6.4
percent of GDP, The increase in investment was led by the public sector
in 1968 and 1969, with the investment in the Peligre hydroelectric plant,
but the rate of increase in public sector investment declined in subse-
quent years, and in 1972 such investment was only 2.3 percent of GDP,
comparaed to 2.7 percent in 1968, On the other hand, private sector
investment increased from 1.9 percent of GDP in 1968 to 4.1 percent in
1972 (or 111 million gourdes), Consumption grew by 7.7% anmally between
1967-1972.

B. Public Finance

Total reverues (both budgetary and extrabudgetary) of the Haitian
Goverrment increased an average of 14 percent anmally in the 1968-71
period. Because of a one-time change involving consolidation of
extrabudgetary accounts, collections in 1972 rose only 5.8 percent, As
a result, reverues which were 11,0 percent of GNP in 1971 dreonved to
10.5 percent in 1972, Revermes again began to incre-se in 1973, hcowever,
and were up by 15 percent for the first five months »~f the fiscal year,
Expenditures as a whole have keot up with revenues, althaugh there were
small deficits for the 1968-71 pericd. 4 small surplus (2.4 million
gourdes) was achieved in 1972, however., The deficits have been financed
by domestic borrowing.

The government's five year econ-mic development plan calls for
increased spending on development projects with funds to come frem both
domestic and foreign sources, Haitian funds projected for develorment
in the budget have increased from US$10.6 million in FY 1971/72 to
US$lh.4 million in FY 1973/74.

In addition to the budgetary and extr-~budgetary accounts there are
unfiscalized funds, Certain commissions fram the distribution of sugar,
flour, cement, cicarettes, textiles, and soap, as well as various
ear-marked taxes from imported merchandise accrue to the account of the
State Tobacco Monopoly. Some of these funds are returned to the economy
as contributions to the budget or to pay for specific purchnases. However,
there is no detailed data available on the revermes and exvenditures
of the State Tobacco Monopoly, The commissions accruing to the monannly
were reduced in late CY 1973 and early 74; however, it is not knewn by
how much total income of the Monopoly has been cut.
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ANNEX I, EXUIBIT A

CERTIFICATION PURSUANT TO
Section 611(e) of the
FOREIGN ASSISTANCE ACT

As Amended

I, John T. Craig, the Principal officer of the Agency for International
in Haiti, do herewith certify that in my Judgement, Haiti has both the
financial capability and human resources to maintain aud utilize effectively
goods and services Procured under the capital assistance project entitled

the HAITI SMALL FARMER IMPROVEMENT LOAN.

Y77
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UNCLAS STATE 040615

AIDAC
E.O. 116521 N/A
SUBJECT: SMALL FARMER DEVELOPMENT IRR REVIEW

l. ON FEBRUARY 19, 1974 THE DAEC APPROVED THE IRR AND
USAID/PORT AU PRINCE IS AUTHORIZED TO PROCEED WITH THE
INTENSIVE REVIEW, SEVERAL ELEMENTS OF THE PROJECT WILL
REQUIRE CAREFUL EXAMINATION AND ANALYSIS DURING INTENSIVE
REVIEW, AND WILL REQUIRE INVESTIGATION AND NEGOTIATION
WITH THE GOH PRIOR TO CAP PRESENTATION. THE FOLLOWING
AREAS VERE RAISED IN THE DAEC REVIEW WHICH WILL REQUIRE
IN-DEPTH STUDY AND DISCUSSION:

As A DETAILED ANALYSIS OF THE CREDIT REQUIREMENTS,

INCLUDING FERTILIZER NEEDS, TOOLS AND MISCELLANEOUS

MATERIALS MUST BE MADE. THIS SHOULD INCLUDE A SAMPLE

MICRO=-FARM ANALYSIS COUPLED WITH A SENSITIVITY ANALYSIS

OF THE IMPACT OF PRODUCER PRICES, FACTOR COSTS AND

NON-ECONOMIC FACTORS WHICH AFFECT THE UTILIZATION OF CREDIT.

BEST ESTIMATES OF ANTICIPATED BENEFITS/COSTS SHOULD BE DETERMINED
OVER THE PROJECT LIFE AND A GIVEN PERIOD THEREAFTER. THE CREDIT
SYSTEM DESIGN AND SUCH QUESTIONS AS APPLICANT ELIGIBILITY AND
APPROVAL , DISBURSEMENT AND COLLECTION SHOULD BE TREATED WITH
CONSIDERABLE DISCUSSION OF INTER ALIA: ¢1) THE UTILIZATION OF
EXISTING, AND FORMATION OF ADDITIONAL, CREDIT COOPERATIVES OR
SIMILAR ORGANISMS; (2) THE RELATIONSHIP TO OTHER GOH ENTITIES
SUCH AS ONAAC, IDAI, AND VOLUNTARY AGENCIES; (3) THE TERMS OF
(REDIT$ (4) OPERATING PROCEDURES FOR USE OF THE CREDIT: (¢5)

THE MOBILITY REQUIREMENTS AND COSTS OF IHPCADE/CREDIT AGENTS; AND
(6) THE TOTAL COSTS OF ADMINISTERING THE CREDIT THRU WHATEVER

SOURCE,

THE AMOUNT OF CREDIT MUST BE RELATED TO MACRO=-CREDIT ESTIMATES
OVER THE PROJECT LIFE. THIS, IN TURN, SHOULD BE LINKED TO

UNCLASSIFIED

Classification
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St~ Classification
TARGET GROUP DIMENSIONS, AND REFINED DURING INTENSIVE REVIEW,

THIS SECTION SHOULD TAXE INTO ACCOUNT THE POSSIBLE AVAILABILITY
OF SOME FUNDS FROM THE STABILIZATION FUND AFTER TWO YEARS,

B A SYSTEM OF ON-GOING EVALUATION WITH A SELECTED NUMBER OF
FARMERS IS NEEDED TO DETERMINE THE EFFECTS OF CREDIT, NEW
TECHNOLOGY FERTILIZER USE, INSTITUTIONAL EFFECTIVENESS, ETC., ON
QOFFEE PRODUCTION. A BASE=LINE STUDY COMPRISING A SYSTEM OF
RECORD KEEPING IS ESSENTIAL TO MEASURE THE PROJECT'S IMPACT ON
THE TYPICAL COFFEE FARMER PARTICIPATING IN THE PROGRAM. THE
EVALUATION PLAY WHICH MUST BE DEVELGPED FOR THIS LOAN SHOULD

T SPECIFIC PERFORMANCE BENCHMARKXS AT APPROPRIATE STAGES OF
LOAN IMPLEMENTATION. THEY SHOULD BE DESIGNED TO FACILITATE
RITICAL DECISIONS, E,G. TRADEOFFS BETWEEN THE CREDIT AND MARKETING
FUNDS, HALT TO CREDIT DISBURSEMENTS 1F THE ECONOMIC TERMS TO THE
SMALL FARMER INDICATE THAT ADDITIONAL AGRICULTURE INPUTS ARE

UM CONOMIC, IN THIS REGARD IT YA5 SUGGESTED IN THE DAEC THAT
THE MISSION CONSIDER INCLUDING THE LA EVALUATION OFFICER AS A
TEAM MEMBER OF THE INTENSIVE REVIEW.

C. RELATED TO THE ABOVE CCNSIDERATIONS REGARDI NG FERTILIZER
CRELIT FEQUIREMENTS IS THE NETD 74 DENONSTRATE, TO THE DEGREE
FLAGIBLE AND POSSIBLE, THAT ADEQUATE AMOUNTS OF FERTILIZER BY
CUANTITY, TYPE, TIME, AND 4T RELATTVELY COMPETITIVE PRICES WILL

Bo AVALLADLE FOR PLANNED PRGSECT fivVLSNENTATION., THIS INFORMATION
Wili,, D RECESSITY, BE OBTAINY FiGw LOCAL IMPORTERS AND DISTRI=-
BUTORS, BUT IT IS SUGGESTED THAT FOTFNTIAL FERTILIZER SOURCES,
SUCH 8 VENTZUELA BE CONTACTED FOR INDZCATIONS OF WILLINGNESS TO
SIPELY.  THE EFFECT OF & SHONT ALl T THE AVAILABILITY OF FERTILIZER
LML GVERALL FPROGECT SHCULD SE STVIEYED BOTH IN TERMS OF THE

LFE 0T O THE TNDIVIDUAL #AahEDR ALZSADY IN THE PROGRAM, AND
GevieR AL PRGJECT PRODUCTION OBJICTIVES,

iT SAGULD i DEUORSTRATED THAT THE MECHANISM FOR PURCHASE,

DEL XVERY , SVORAGE , SALES AdD CONTRCL OF INVENTORY OF FERTILIZERS
IS ADZQUATE OR CAN BL ASSISTED T0 JANDLE THE MAJOR FERTILIZER
VOLUME INCRIASES WHICH THE LOAY PRu”05ES.

D, THE ISSUE OF THE SUBSIDIZATION OF FERTILIZER SHOULD BE
DISCUSSED IN DEPTH WTTH THE GOH TO DETERMINE CLEAR POLICIES WHICH
WILL MARIMIZE THE FARMERS® SHARE GF THE MARKET. THE COSTS TO
THE GOH OF CONTINUANCE OF THIS POLICY AS WELL AS ITS INEQUITABLE
EFFECTS ON NON-USERS OF FERTILIZERS SHOULD BE SET BEFORE GOH
OFFICIALS, AND ALTERNATIVE WAYS 10 INCREASE PRODUCER REVENUE
SHOULD BE CONSIDERED. MOWEVER, WE RECOGNIZE THAT WHILE TIERE MAY
BE INEFFICIENCIES IN THE SUBSIDIZATION SYSTEM THIS MAY BE THE
UNCLASSIFIED

Classification
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ONLY MECHANISM To PROVIDE A cosT TRADE-OFF TO THE FARMER PRODUCING
COFFEE UNDER THE EXISTING TAX STRUCTURE, PARTICULARLY AT HIGH
COFFEE/FERTILIZER PRICES, THE MISSION SHOULD BE PREPARED TO

INCLUDE IN THE cap A CONDITION PRECEDENT PROPOSAL WHICH PROVIDES
SOME MEANS FOR REVIEW OF THE GoH COFFEE TAX PoOLICY DURING THE COURSE
OF PROJECT LIFE, AND MODIFICATION THERET .

E. THE STABILIZATION FUND IS INTENDED TO PROVIDE INCENTIVE
PRICES FOR THE COFFEE PRODUCER OVER THE LONG-TERM., GUIDELINES
AND REGULATIONS REGARDING THE USE oF THESE FUNDS SHOULD BE
STRINGENT ENOUGH ToO ASSURE THEIR JuDICIOUS USE AND PROVIDE
ADEQUATE SAFEGUARDS To PREVENT DECAPYTALIZATION., THEREFORE,
THE DETAILS OF THE FUND AND 1TSS OPERATING PROCEDURES SHOULD BE
ADEQUATELY DESCRIBED AND DEVELOPEL BY AN EXPERIENCED TECHNICIAN
IN THIS FIELD, (AID/W WILL ASSIST IN OBTAINING SUCH EXPERTISE,

AND WILL ADVISE USAID/HAITI 0% DEVELOPMENTS.,)

PROVISICN 1N THE Fuwnp WILL BE “aDE FOR ADEQUATE CONTROL AND
DATA COLLECTION IN ORDER 10 FERMIT MEANINGFUL EVALUATION/REVIEW
BY AID 4ND GOH PROJECT EVALUATORS . IT IS INTENDED THAT THE
EVALUAT 1ON PROCESS BE SEMI~CONTI NUOUS TN THE EARLY STAGES TO
POINT UP STRENGTHS OR DEFICIENCIES 14 THE SYSTEM TO ALLOW
NECESSARY REVISIONS.

e T AT SHOULD DRAYW ON INFORuATION DEVELOPED FOR THE AID
BGHLDUUTURE SeCTOR ASSESSMINT AnD DiMONSTRATE COMPATIDILITY
WITH TiE ASSESSMENT* S FINDYNGS aiD RECOMMENDATIONS,

o WE ANTTICTPATE THAY ADDITIONAY. fDY WILL BE NEEDED FOR DEVEL =
SPLNLFURTHER PROJENT DET&1LS AND ASSISTING IN THE PREPARATION

OF TH. CaP. FHUS , AID/T WYLl BARE AVAILABLE SPECIALISTS IN

BGR {80, N Al EOONCAICS ) AGRGHGYY AND AGRICULTURAL INSTITUTIONS,

A COCPERAT IVE S5PECIALILST, AN IVallUATION SPECIALIST, AND LOAN
OFFICER DURING THE APRIL 20 - Mavy 3 PXRIOD, IF THE MISSION DEEMS
THIS SaTISFACTORY AND APPRO=IIATZ . AS DCSCRIBED ABOVE WE WILL
ALL30 IRY AND OBTAIN THE STACILIZATION FUND SPECIALIST DURING

THE SAME PERIOD. IF THE fISSION HAS ALTERNATIVE PLANS OR COMMENTS

PLEASE ADVISE ASAP., CASEY
0

2179835/ WA UNCLASSIFIED

Classification
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ANNEX 1, EXHIBIT C

10 mai 1974

REQUETE D'ASSISTANCE TICENIQUE ET FINANCIIRE
i)

GOUVERNLMENT DE LA REFUBLIQUE D'HAITI

A
LY*ACENCE POUR LE DEVILOFP: MNP INTERNATIONAL
IU GOUVERNEMENT DES ETATS UNIS D'AMERICUE 1U NORD

POUR

UN FROJLT DE REHABILITATIUN DE LA CULTURE
CAFEI'RE CHEZ LES PLTITS PLANTEURS

B IR R SR O 4 R



Le Gouverncment Haitien, pur la présente, sollicite de

1'Agence pour le Développement International du Gouvernement des
Etats Unis d'Amérique du Nord (AID), un pret de SIX MILLIONS DE
DOLLARS UsSe (3464000,000,00) destiné & financer un projet de Rébae
bilitation de la Culture du Cufé ches les petits planteurs.

Ce projet de réhabilitation des oaféidres, dont le

démarrage est prévu au début de 1'annde fiscale 1974-1975, couvrira
pour une période de 5 années environ 13,000 hectares de caféteraies

au moyen des interventions principales suivantes:

1,

2.

3e

4o

Importations d'engrais pour application tant aux nouvelles
plantations qu'd celles réhabilitées)

Création c¢t amélioration de centres d'opération dans les zones

les plus propices A la culture caféiére;

Aoquisition de 1'équipement néoessaire au fonotionnement efficace
de oes ventros et & 1'édlargissement des opérations de 1l'Institut
de Promotion du Café et des Lenrées d'Exportation (THFCALE) et du
Bureau de Crédit Agricole (BCA)j

Anélioration ces chemins vicinaux desservant les régions caféiéres
su moyen surtout de traveux communautaires utilisant la main

d'ocuvre locale disponiblej

Entraincment des Agents de 1°IIFCADE et du BCA et des planteurs
de ocafé cdans lee techniques moderncs de la production caféicre et
de orddit.

Le projet aura un colit total do $8.000.000 dont 35.400.000

en dollars sméricains et 1l'équivalent de $2.600,000 en monnaie haiticnne,

ooo/ooo


http:3.6.000.000.00

La ocontridbution du Qouvernement Haitien pour les oing ana s'élivera A
DIX MILLIONS DE GOURRES (§.104000,000) soit 1'équivalent de DEUX
XILLIONS DE DOLLARS américains (3.2.0C0.000),

Les objcotifs sont les suivantss
a) Augmenter les revenus des petits plantcurs de café,
et ainsi &lever lour standard de vie, par l'ac-
oroicsement du rendement de leurs champs}

b) Augmenter la production caféiére d'Haiti et amélio-
rer aussi la qualité du produity

6) Améliorer la balanco des paiements d'Haiti par
1'augmentation des exportations de caféj

d) Augmenter les revenus du Gouvernementj

e) Créer un fonds destiné au renforcement du systime
de orédit au soug secteur caféier

£) Encour:ger ot étendre les activités de type coopée
ratif dens l'industrie caféicre.

In vue d'assurer le gucelis de oe projet, le Gouvernement

Haitien @'engage )\ prendre los dispositions cuivantes:

1s Ouvrir 2 la Banque Nationale de la Républiqus d'Haiti, avant
" 1'exéoution cu Pret; un Compte Spécial ol seront déposés les
fondon comjointo Gouverncment Haitien - AID réaervés & 1'exécu=
tion des aotivités ous-mentionnées du Programme. La contre=
partie haitienne A verser B ce ocupte représentera au moins les
valeurs suivantes, par années

ooo/o-o



1974 - 1975 $. 129.000
1975 = 1976 " 2364000
1976 = 1977 ®  395.000
1977 - 1978 " 518,000
1978 - 1979 " 722,000

TOTAL $. 2.000.000

Chague annde au moine, les fonds conjoints du Programme
feront 1'objet d'une étude évaluation d'utilisation et de résultats
de la part duv Gouvernement d'Haiti et deo 1'AID.

2. Continucr % verser A 1'INPCALE et eu LECA leurs allcontions an=

mielles réguliirea.

3+ Intreprendre, durant la pramilre année du projet une étude gur
1'impaot de la taxation actuelle du ocafé et sur l'oprortunité

d'établissement A'un mdocaniome da stabilisation des prix du café qui

envisagerait les voles et moyens de la oréation d'un foncs de stabi~

lisation pour cette denrda,

Lo Gouverncment souhaitc que 1'AID finance ¥ partir de
808 fonds d'acsisiince non remboursable cette tude de mtme que l'ag—
aiptunce technique qui, our agrément wutuel, ce révélera nécessaire 3
1l'exéoution de ocrtaines phages du Projet.

5.
~—¥mmande] BRO3 Janréé;%z;EhUE

Secrétaire d'Ltat des Pinances Secrétaire d'Ltnt de 1l'Agriculture,
et des Affairos Eoonomi ues des Rossourcens Naturelles
Seorétaire Exdécutif cu CONADEP et du Iéveloppement Rural
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CHECKLIST OF STATUTORY CRITERIA

(Alliance for Progress)

In the right-hand margin, for each item, write answer or, as appro-
priate, a summary of required discussion. As necessary, reference
the section(s) of the Capital Agsistance Paper, or other clearly
identified and available document, in which the matter is further
discussed. This form may be made a part of the Capital Assistance

Paper,

The following abbreviations are used:

FAA - Forelgn Assistance Act of 1961, as amended.
FAA, 1973 - Foreign Assistance Act of 1973.

App. - Foreign Assistance and Related Agencies Appropriations Act, 1974,

MMA - Merchant Marine Act of 1936, as amended.

BASIC AUTHORITY

L. FAA 8 103: 8§ 104: 8 105;
g 106; 8 107. Is loan being made

a. for agriculture, rural devel-
opment or nutrition; Yes, Directly

b. for population planning or health; N/A

2. for educaticn, publie adminig-
trationy or human resouroceg development; N/A

d.  to golve economic and soctal

developmant problema 1y fields such as
transportation, power, tndustry, urban
devalopment, and export development; N/A
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e. 1in support of the general
economy of the recipient
country or for development
programs corducted by private
or international organisa-
tions.

COUNTRY PERFORMANCE

Progregs Towarde Country Goals

FAA § 208; §.251(b).

A. Desceribe extont to which
country 1is:

N/A

(1) Making appropriate efforts Within its limited resources and with

to increase food production
and improve means for food
storage and distribution.

(2) Creating ¢ favorable cli-
mate for foreign and domestic

private enterprise and
inveatmant.

external assistance the GOY is provi-
ding extension and credit services to
farmers and is undertaking research to
improve production. The GOE has assi-
gned a high priority to agricultural
development.

The GOH has created a favorable inves-—
tment climate by nassing suitable le-
gislation to provide incentives for fo-
reign and domestic investment, has es-
tablisted a special office to facili-
tate investment, has ratified an inves-
toent juaranty agreement with the US.,
and otherwise encourages and cooperates
with private enterprise.
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(8) Inereasing the public's
role in the developmental
process.

(4) (a) Allocating available
budgetary resources to
development,

(b) Diverting such
resources for unnecessary
military expenditure (See
aleo Ttem No. 20) and
intervention in affairs
of other free and
independent nations. )
(See also Ttem No. 11)

(5) Making economie, social,
and political preforms such as
tar collection improvementsg
and changes in land tenure
arrangements, and making
progress toward respect for
the rule of law, freedom of
expresaion and of the preass,
and recognizing the tmportance
of individual frecedom,
tnitiative, and private
enterpriae,

(6) Adhering to the principles
of the Act of Bogota and
Charter of Punta del Fste.

The GOH has an official community de-
velopment program to encourare the for-
mation of communi ty councils, coopern-
tives, farmers associations, ete.. and
is actively engaged in community deve-
lopment nrojects.

The GOH's development budget for T73-Th
is 30% larger than for 1972-73, which
was 337 more than the preceeding year. -
The GOH has agreed to provide $73 mil-

Yon over a five year period (1974-79)
for development Purposes.

The budget for the Department of Inte-
rior and National Defense is the lar-
gest of the operating ministries. Ho-
wever, included in this total arc no-
lice, fire protection and other non-

military costs. There has been no in-
tervention in affair of other nations,

The GOH has established its intent to
undertake reforms in public adminis-
tration and fiscal menazement and is
receiving or has requested assistance
from external sources in these and in
the social arcas. Haiti hag a much
more open society now than it had se-
veral years ago, as evidenced by the
recent return of many citizens to the
country,

GOH performance in this regard is
encouraging.
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(7) Attempting to repatriate Due to the present economic boom in

capital invested in other Haiti capital flight is not a problem

countriee by its own citizens. at this time. With the return of many
Haitians to the country after long ab-
sences capital is also being returned.

(8) Otherwise responding .to The present regime has expressed on nu-
the vital economie, politieal, merous occasions its concern for impro-
and soeial concerns of its ving the welfare of the peovle and has
people, and demonstrating a taken various measures to this end.
clear determination to take

effective self-help measures.

B. Are above factors taken into Yes
account in the furnishing of the
subject aseistance?

Ppaatment of U.S. Ciltizena:

3.

FAA 8 820(e). If ascsistance io There is no evidence that Haiti is so
to government, i8 the government indebted.

liable as debtor or unconditional

guarantor on any debi to a U.S.

eitizen for goods or services

furaished or ordered where (a)such

eitizen has exhausted available

legal remedies and (by debt is

not dented or contested by such

government?
FAA 8 620(e)(l). If assistance There is no evidence that the GOH has
7@ to a government, has it taken such actions.

(tneluding government agencies

or aubdiviastonea) taken any

aontion which haa the eoffect of
natitonaliating, cxpropriating,

or otherwiae ecizing ownership

or control of property of U.S.

ol timagna ov entitica beneficitally
ownad by them without taking

otepa to discharge its obligations
toward such oitiszens or entities?
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FAA 8 620(o); Fishermen's Haiti has not taken any such action
Protective Act. 8 5. 1If country against U.S. fishing vessels.

has seiaed, or imposed any penalty

or sanction against, any U.S.

fishing vessel on account of its

fishing activities in international

waters,

5

a. hae any deduction required by Not applicable
Fighermen'a Protective Acet been

made ?

b. has complete denial of Not applicable
assistance been considered by
A.I.D. Adminigstrator?

Relations with U.S. Government and
Other Nations

7. FAA 8 620(a). Does recipeint No
country furnish assistance to
Cuba or fail to take appro-
priate steps to prevent ships
or atreraft under its flag
from carrying cargoes to or
from Cuba?
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8, FAA 8 620(b). If assistance
.8 to a governmment, has the
Secretary of State determined
that it 18 not controlled by
the international Communist
movement?

9. FAA 8 620(d). If assistance is
for any productive enterprise
which will compete in the United
States with Urited States enter-
prise, is there an agreement by
the recipient country to prevent
export to the United States of

more than 20% of the enterprise's
annual produetion during the life

of the loan?

The Secretary of State has deter-
mined that Haiti is not controlled
by the International Communist
movement,

Not applicable

L0, FAA_B 620(f). 1Is recipient country No

a Communigt country?

L1, FaA 8 620(7). Is recipient country No

{

in any way invoived in (a) subver-

gion of, or military aggression

against, the United States or any
ecountry receiving U.S. assistance,

or (b) the planning of such sub-
version or aggresgion?

P, FAA S 620(j). Has the country

permitted, or failed to take

adequate measures to prevent,
the damage or destruction, by
mob aotion, of U.S. property?

There have been no incidences of
action in Haiti in recent years.
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13,

14

L5

l6

L7,

8 620(1). If the country
has fatiled to inetitute the
invegtment guaranty program
for the specific risks of
expropriation, in convert-
ibility or confiscation, has
the A.T.D. administration within
the past year congidered denying
assiatance to such government
for this reason?

FAA 8 620(n). Does recipient
country furnish goods to North
Viet-Nam or permit ships or
aireraft under its flag to
earry cargoes to or from North
VietiNam?

FAA 8 620(q). TIs the government
of the recipient country in
default on interest or principal
of any A.I.D. loan to the
country?

FAA 8 620(t). Has the country
severed diplomatic relations
with the United Stateg? If so,
have they Leen resumed and
have new bilateral assistance
agreements Leen negotiated and

entered into gince such resumption?

FAA 8 620(u). What is the pay-
ment 8tatus of thae countruy's U.N.
obligationa? If the country is
in arrears, were auch arrearages
taken into account by the A.I.D.
Adminiatrator in determining the
currant A.I.D. Opcrational Yegqr
Budget?

An investment guaranty agreement with
Haiti is in effect.

No

Since rescheduling its debts with the
U.S. in 1970 the GOH has been current

in its payments.

No

Haitil is in arreas with regard to some
of its U.N. obligations, but not to
the extent of affecting its voting
rights or being granted continued
U.N. assistance. Cumulated arreara-
ges are being reduced.
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18, FAA 8 481, liaa the government of The GOH has cooperated with the U.S.

reorpient country failed to take with regard to intern{xtionnl control
adequate 8tepa Lo prevent narcotic of narcotics trafficting. Haiti has
druge and other controlled aub- not been designated as a priority

atancea (as defined by the Compre- action country as regards narcotics.
hensive Drug Abuse Prevention and
Control Act of 1970) produced or
processed, in whole or in part, in
such country, or transported
through such country, from being
sold illegally within the Jurtg-
diction of such country to U.S.
Government personnel or theinp
dependents, or from entering the
U.S: unlawfully?

L9, paa, 1973 8 29. If (a) military  Not applicable
base T8 located in reciptent
country, and was constructed onr
18 being maintained or operated
with fundes furnished by U.S., and
(b) U.S. personnel earry out
military operations from such
base, has the President deter-
mined that the government of
recipient courtry has authorized
regular access to U.S. corres-
pondents to such base?

Military Fzxponditures

0. FAA B 606(a).  What percentage of  The total of the FY 73Tk ordinary
count ey budget in Sor military and development budget is $71 millior
expendi turan? How much of foreign of vhich $6.4 million, or 9% of.the
cxohange rasources apent on mili= total, is budgeted for the armed
tary equipment? How mueh spent fop forces. No detailed breakdown is

the purchase of gophtgticated available but most of this sum is
weapons 8ystems? (Congideration for administration. ..ophisticaled
of these points is to be coor- veapons are not being procured.

dinated with the Bureau for
Program and Policy Coordination,
Regional Coordinateors and Military
Asgistance Staff (PPC/RC).)
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CONDITIONS OF THE LOAN

General Soundnegs

21.

22,

23.

ad,

FAA 8 201(d). Information and
aoncluston on rcagonableness
and legality (under laws of
country and the United States)
of lending and relending terms
of the loan.

FaA 8 251(b)(2); 8 251(e).

Information and conclusion on
activity's economic and
technical soundness. If loan
18 not made pursuant to a
multilateral plan, and the
amount of the loan exceeds
4100,000, has country submitted
to A.I.D. an application for
guch funds together with
asgurances to indicate that
funds will be used in an econom-
ically and technically sound
manner?

FA4 8 251(b). Information and
conclusicon on capacity of the
country to repay the loan,
including reaasonableness of
rapayment prospects.

FAA R DHU(b) . Information and
ooncluaton on availability of
finanoing [rom other free-world
aourcaes, including private
gources within the United States.

Terms are legel and reasonable under
both U.S. and Haitian law.

The activity to be financed has been
determined as economically and techni-
cally sound and the borrower has assur-
red that the funds will be used in a
sound manner.

The prospects for loan repayment are
considered good.

It has been determined that financing
for this project is not available fronm
other free world or U.S. public and
private sources (e.g. IDB, IBRD, IDA,
Ex - IM)
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29,

30.

37.

32.

(e) other important areas of
economic, political, and social
development, tneluding industry;
free labor unions, cooperatives,
and Voluntary Agencies; trans-
portation and communication;
planning and publie administration;
urban development, and moderni -
zation of exigting laws; onr

(f) integrating women into the
recipient country's national
eoonomy .

FAA 8 209. TIs project susceptible
of execution as part of regional
project? If so why <8 project not
80 executed?

FAA 8 251(b)rz). Information and
conclusion on activity's relation-
ship to, and consistency with,
other development activities, and
ite contribution to realizable
long-range objectives,

FAN 8 251(b)(7). Imformation and
conclusion on whether or not the
activity to be financed will
contribute to the achievement of
self-sustaining arowth.

FAA 8 209; 8 251(b)(a).
Information and coneiusion

whether assistance will

énacourage ragional development
pregrams, and contribute to the
aconomic and political integration
of Latin Amerioq.

additional cash income to small
farmers to enable them to improve
their diet and medical services.
Training of GOH personnel and farmers
is heavily emphasized in the progran.
Women share a large portion and par-
ticipate actively in the country's
national economy.

No

GOH has assigned highest priority to
the agricultural and rural develop-
ment fields and improvement of the
nations highway network to facilitate
movement of agricultural products,
This program supports both activities,
will increase the princiole export
product and imvrove the country's
balance of payments.

The project will contribute to self-
substaining growth.

Not applicable, the project will,
however, contribute toward national
intergration within Haiti.
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33.

34.

35

36 .

FAA 8 251(g); 8 11l. Infor-
mation and conclusion on use of
loan to assist in promoting the
cooperative movement in Latin
America.

FAA 8 251(h). Information

and conclusion on whether the
activity 78 conaiatent with the
findings and recommendations of the
Inter-American Committee for the
Alliance for Progress in its

annual review of national develop-
ment activities.

FAA 8 281(a). Describe extent to
which the loan will contribute to
the objective of assuring maximum
participation in the task of econo-
mic development on the part of the
people of the country, through the
encouragement of democratic,
private, and local governmental
inatitutionas.

FAA 8 281(b). Describe eztent to
which program recognizes the
particular needs, desires, and
capacities of the people of the
country; utilizes the country's
intellectual recources to
encourage institutional devel-
opment; and supports civie
education and troi.ing in gkills
required for uffective partict-
ration in govermmental and
prolitical proecssecs esgential to
self-government,

Formation of agricultural and
credit cooperatives is onc of the
features of the program. Assistance
in the cooperative field will be
provided.

The wroject is fully consistant
with the findings and recommanda-
tions of the CAP and has been spe-
cifically indorsed by CIAP.

As a feature of the program the GOY
will make a substantial cast contri-
bution. In additvion, community par-
ticipation in realizing improvements
to rural roads is included, with
self help emphasized.

Hore than 807 of Haiti's population
is rural and the largest single

crop is coffee. Since a large nun-
ber of small farmers arc involved in
growing coffee, this loan will di-
rectly affect the income and well
being of this group. Through com-
munity councils, cooperatives, road
improvement, training and technical
assistance, additional persons will
also benefit. Institutional deve-
lopment and participation in povern-
mental and political processes are
logical second steps.
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37.

38.

FAA 8 601(a). Information and
conclusiong whether loan will
encourage efforte of the country
to: (a) increase the flow of
international trade; (b) foster
private initiative and competition;
(c) encourage development and use
of cooperatives, credit unions,
and savings and loan aggsociations;
(d) discourage monopolistic
practices; (e) improve technical

effietency of industry, agriculture,

and commerce; and (f) strengthen
free labor unions.

FAA 8 619. If aaciatance is for
newly independent country; is it
furnished through multilateral
organiaations or plane to the
maximum extent appropriate?

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

Program

39.

a0,

8 102.

Edg g 3&%[@4(4); Information
ana conciuston on possible effects

of loan on U.S. economy, with special

reference to arcas of substantial
labor surplue, and extent to which
U,§. commodities and assistance are
furnished in a mannen ceonagistent
with improving the U.S. balanece of
payments postition,

FAA 8 252(a).
under loan whioh |g gotng directly
to private anterprige, isa going to
Tntermediate oredit ingtitutions or
other horrowsrs for uge by private
anterpriae,
importa from privata sources, or is
otherwiase being uascd to finance
proourements from private sources.

Total amount of money

ta being ueed to finance

A primary purpose of the loan is to
increase production of Haiti's
principle export product, coffee.
This will be done by fostering pri-
vate initiative, encouraging deve-
lopment of community institutions,
cooperative, and credit unions.
Through a price stabilization fea-
ture monopolistic vractices will be
controlled. Technical assistance
to and training of small farmers is
highlighted.

Not applicable

Most of the loan will be used to
purchase fertilizer, hopefully

from U.S. sources. About $450.000
will be used to procure U.S. manu-
factured items, i.e. vehicles,
radios, training aids, office equip-
ment. U.S. technicel assistance in
the agricultural, credit and engi-
neering fields will be furnished

to the project under grant funding,
Therefore the loan shculd have a
position effect on the U.S. econory.

Of the $6.0 million loan all will
be used to purchase goods and ser-
vices from private enterprise.
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41.

42.

43.

44.

48,

FAA 8 601(b). Information and
oonalugion on how the loan will
enoourage U.S. private trade and
tnvegtment abroad and how it will
encourage private U.S. participation
in foreign assigtarce programs
(ineluding use of private trade
channels and the services of U.S.
private enterprige).

FAA 8 601(d). If a capital
project, are engineering and
professtonal gervfceg of U.S.
firme and their affiliates used
to the maximum extent consigtent
with the national interegt?

FAA 8 602. Information and
conclusion whether .. amall
business will participate
equitably in the furnishing of
goods and services financed by
the loan,

FAA B 620(hj. wii1 the loan

promote or agsiat the foreign
atd projects op activities of
the Communigt-Bloa countries?

FA4 8 s21. 1y Technical
Assigtance is Financed by the
loan, information and conelusion
whether such assistance will be
furnished to the fullest extent
practicabhle as q00ds and profes-
atonal and other services from
griqata enterprisc on a contraet
asia. If the facilitiee of other
Federal agencies wi17] be utilized,
information aqnd conclugion on

U.S. investors are evidencing con-
siderable interest in Haiti at the
present time, particularly with
regard to transformation industries,
An increase in production of coffeec
could stimulate development of
local coffee based industries.
Training of farmers in use of fer—
tilizers and insecticides will also
result in increased private trade.

Included'in the program are provi-
sions for use of U.S. engineering,
agricultural and credit advisors,

Provisions will be made for u.s.
small business to participate
equitably in the furnishing of
goods financed by this loan to the
maximum feasible extend.

There is no Bloc aid to Haiti.

Technical assistance for this
program will be provided under
grant funding, and will be obtaji-
ned from private enterprise, except
for credit assistance, which will
be furnished by a non-profit ins-
titution working in this field
under AID programs worldwide.
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Loan'a Compliance with Specifice

whether they are particularly
suitable, are not competitive with
private enterprise, and can be

made available without undue
interference with domeetic programs.

Requirements

16 .

47.

48.

49.

a0,

5.

FAA & 110(a); 8 208(e). Has the
recipient country provided
assurances that it will provide
at least 25% of the costs of

the program, project, or acti-
vity with respect to which the
Loan is to be made?

FAA 112, Will loan be used
to financc police training or
relatad program in recipient
country?

FAA 8 114. Will loan be used to
pay for performance of abortions
or to motivate or coerce person9
to practice abortions?

PA4 8 201(d). Is interest rate
of loan at least 2% per annum
during grace period and at least
3% per annum thereafter?

PFAA 8 504(a). WT/!1 all commodity
proocurgment financed under the
loan ba from the Unitaed States
axoept as otherwigse determined
by the Preaident?

FAA_8 604(b). What provision is
made to prevent financing commodity
procurement in bulk at prices higher
than adjuated U.S. market price?

Yes, the GOH will provide
$2.0 million toward the total
project cost of $8.0 million.

No

No

Yes

Procurement will be from Haiti,
the U.S. and AID Geographic
Code 941 countries.

Appropriate provisions will be
included in the loan agreement
to assure that commodities fi-
nanced are procured at prices

not in excess of the adjusted

U.S. market price.
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52.

53.

54.

56,

5{".

FAA 8 604(d). If the coop-
erating country diseriminates
against U.S. marine insurance
companies, will laan agreement
require that marine insurance
be placed in the United States
on commodities financed by the
loan?

FAA 8 604(e).

provieion
when the domestic price of such
commodity is less than parity?

FAA 8 604(f).
commodity import program, will

arrangements be made for supplier
certification to A.I.D. and A.I.D.
approval of commodity as eligible

and suttable?

FAA 8 608(a). Information on
measures tc be taken to utilize
/.S. Government excess personal

property in lieu of the procurement

of new ttems.

FAA & 611(b); App. § 101. If
loan finances water or water-

ralated land rasource ocongtruction

projeat or program, ia there q
henofit-cost computation made,
ingofar as practicable, in

accordance with the procedures
8et forth in the Memorandum of

the Prgsident dated May 15, 19627?

If offshore procure-
ment of agricultural commodity or

product t8 to be financed, is there
against such procurement

If loan finances a

aiti does not discriminate against
8. Marine insurance companies.

Not applicable

While the purpose of the loan is not
primarily to finance commodity im-
ports, fertilizer will be purchased
as a feature of the project. To the
extent applicable arrangements will
be made for suppliers to submit
certifications of eligibility to
AID for approval.

An appropriate provision will be
included in the loan agreement rela-
tive to excess property.

Not applicable
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57,

58.

59.

60.

61l

FAA 8 61l(c). If contracts for Construction of six.relatively small
construction are to be financed, operational cemters in remote areas
what provision will be made that of Haiti is included in the program.
they be let on a competitive basis Due to the locations and poor road
to mazximum extent practicable? conditions it is anticipated that only
builders from the immediate area of
each center will be interested in each
project. The Haitian method of cons-
truction is for the builder to do the
FAA 8 612(b): 8 636(h). Degeribe design and, once approved by the owner
steps taken to assure that, to the to continue with the construction on a
maximum extent posasible, the country cost plus fixed fee basis. A waiver
8 contributing local currenoies to of normal competitive bidding proce-
meet the cost of contractual and dures will be required for this
other gervices, and foreign currencies program.
owned by the United States are utilized
to'meet thé:' cost of contractual and The loan conditions requires
other services. the GOH to contribute local currencies
for spccific features of the program. The U.S. does not own or control Haitian
Gourdes which could be allocated to this project.

App. 8 113. Will any of loan funds be used to There is no excess
acquire currency of recipient country Haitian currency on
from non-U.S. Treasury sources when ex~ deposit in U.S.
cess currency of that country is on Treasury.

deposit in U.S. Treasury?

FAA 8 612(d). Does the United The U.S. does not own excess
States own excess foreign currency Haitian currency.

and, if eo, what arrangements have been

made for its release?

A 8 620 (g). What provision is Loan funds will be limited to
f:har:e agatnat us> of subject use for procurement of speci-
aaaratanee to compensate owneps fic goods and services related
for expropriated or nationalized to this project.

nroparty?
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62.

63.

64.

665,

66,

67,

FAA 8 620(k). If conetruction
of productive enterprise, will
aggregate value of assistance
to be furnished by the United
States exceed $100 million?

FAA 8 636(i). Will any loan funds
be used to finance purchase, long-
term lease, or exchange of motor
vehicle manufactured outside the
Urnzted States, or any guaranty of
auch a transaction?

App. 8 103. Will any loan funds be
used to pay pensions, ete., for

military personnel?

App. 8 105. If loan is for capital
project, i1e there proviasiton for
A.I.D. approval of all contractors
and contract terms?

App. & 107. Will any loan funds
@ usaad to pay UN assegsments?

App. 8 100. Compliance with
regulations on employment of U.S.
and loecal personnel. (A.I.D.
Regulation 7).

Not applicable

No, the loan agreement will restrict
Procurement of vehicles to U.S.
Sources.

No

Yes, loan agreement will require
AID approvals,

No

Loan Agreement will require this
compliance.
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68,

70.

71,

@ 110. Will.any of loan
fundes be used to ocarry out pro-
viatona of FAA 88 309(d) and 251(h)?

App. 8 l14. Doacribe how the
Committee on Appropriations of
the Senate and Housge have been or
will be notified concerning the
activity, program, project,
country, or other operation to be
financed by the Loan.

App. 8 601. Wiz any loan funds
be used for publicity or
propaganda purposes within the
United States not authorized by

the Congresg?

MMA 8 901.b; Fan 8 640C,

(a) Compliance with requirement
that at least 50 per centum of

the grose tonnage of commodities
(computed separately for dry bulk
carriers, dry cargo liners, and
tankers) financed with funds made
avatlable under this loar shall be
transported on privately owned U, S, -
flag commercial vessels to the
extent that such vessels are
avatlable at fair and reasonable
rates.

(h) Will grant be made to loan
racipient to pay all op any portion
of such 7 flfarcencial ag may exist
between 1.5, and foreign-flag vesgel
rateg?

No

Program was originally included

in the FY 74 congressional presen-
tation as a $5.0 million Rural
Sector Loan. When the loan was
modified to reflect its present
form standard procedures were fol-
lowed to obtain congressional
approval of the revised project.

No

Appropriate provisions will be
included in the loan agreement,

No
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AID-DLC/P-2029
ANNEY, IIT - ENGINERRTNG
EXHIBITS

GEOLOGY

Coffee is normally produced in mountainous country at altitudes
of between 500 and 1500 feet and the operations centems will be
located in this type of terrain. Geologically, these areas are
generally composed of limestone overlain by deep, well-drained
solls, although intrusions of ignecus rock, usually metamorphosed,
occur throughout the mountains, Limestone and stony residual soils
make good roads for light traffic when properly graded and dressed
with hard rock or gravel. Since facilities for crushing the hard
rock do not exist in the rural areas, gravel is normally used.

CLIMATE

All parts of Haiti have a warm and notable agreable temperature,
wish mean annual temperatures in the mountain areas ranging from
20°C to 25°. Precipitation is lacking in uniformity, varying
greatly with both the season and at different localities. ~Rainfall
i1s greater on the windward side of the mountains (usually the North
side) and less on the leeward side in most of the mountain ranges.

The mean annual precipitation in the coffee-producing areas is
from 1000 mm to 2000 mm. This precipitation is concentrated in
two rainy seasons, separated by two comparatively dry seasons.
The dates for these seasons differ in the various parts of the
country but are generally, March to June, wet; June to August, dry;
August to December, wet; December to March, dry. During the dry
seasons, many small streams and some of the larger ones are dry
throughout all or a part of their courses. In the wet season,
nearly all streams are subject to sudd~n and violent floods due
to the rapid runoff from the mountain slopes. When not polluted
by wastes and sewage, which is the case in the areas in question,
the surface water is suitable for domestic use and irrigation.
Springs are common in the areas where coffee is produced. Their
sourcc is generally rainfall that enters the ground and follows
channcls in the limestone or fractures in ignecus rock.

ENVIRONMENTAL CONSIDERATIONS

The implementation of this project could produce two environmental
consequences, orie positive and one negative. On the positive side
would be the establishing of tree orchards on steep, sloping lands
which, when deprived of trees or grass, are highly susceptible to
the forces of erosion. The management practices resulting from this
project, e. g. proper spacing, weeding, the replanting of old
orchards, pruning aud thinning, would have the positive effect of



Pape 2 of 15

fostering vigorous growth with rapidly expanding root systems
that would hold the soil and lessen- the incidence of water
erosion. On the negative side are the possible dangers
related to the use of fertilizers and insecticides in the
coffee orchards to stimulate growth and prevent insects,
parasites and diseases from causing losses. Insecticides

are potentially more dangerous than fertilizers. Inasmuch

as the coffee trees are grown on non-irrigated soils, however,
the danger of insecticides to human life is very slight,
according to the indications of current research. The fact
that coffee berries are despulped and decorticated before
processing also reduces the likelihood of damage to human

life or to the environment because of previously applied
insecticides. The handling and transport of insecticides
before application represent a potential hazard. Fertilizers,
as far as can be determined, do not constitute an environmen-
tal hazard. Maximum applications would be 2,000 pounds of
10-5-10 per hectare, which would mean maximum applications of
100 pounds of nitrogen per acre, a rate not considered toxic
or dangerous when used in connection with food crops.

With respect to the improvement of existing local roads and
trails, which is a feature of this project, no adverse environ-
mental aspects are envisioned since exlsting roads and trails
and natural contours are to be followed to the maximum extent
possible. Any road work will improve existing natural drainage
systems and lessen hillside erosion. Stagnant standing water,
potential breeding areas for mosquitos, will be eliminated
along the woads. Disturbances to established sociological
and wildlife patterns will be minimal since existing roads and
trails are involved and the amount of vehicular traffic will
not increase to the point where it will become a factor for change.
(Littie wildlife remains in Haiti except for birds,)

DESTGN CLITERIA

buiiiines vill be of one-story construction with concrete
block=bezviag walls resting on masonry foundations topped with
a concretfc beam. Concrete columns and wall stiffeners and
a bond beam /i1l provide structursl rigidity. The roofs will
be wood framed irusses with sloped upper chords covered with
corregated sheet metal roofing, and overhang the building
proper so as to protect the walls from heavy rains. Plaster-
board ceilings will be provided in living and office areas,
with sufficient height to permit natural ventilation,
Windows will have wood or glass louvers, as appropriate.
Floors will be of 4'" concrete slabs with tile in offices and
living areas, except for the warehouses which will be 6' thick
concrete, Walls will be cement plaster with!palnt in offices
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and living areas, unpainted in warehouses. Lighting «nd
Yower will be provided where needed as wilil sanitary faci-

ities.

Concrete pavements will be 6" thick concrete over a
suitable base except for the coffee-drying yard which will be
4" thick. Drainage will be provided.

Electric power for operation of the centers will come from
a diesel generator of approximately 15 KW. A fuel tank and
electric distribution system will be required.

Water for the operation of the centems may be available from
surface sources or it may be necessary to dig a well, depending
on the location. A water pump, storage tank and distribution

system will be required.

Sewage will receive primary treatment in septic tanks before
being disposed of in tile fields or leaching wells.

Rural Roads

Design and construction of single-track stabilized earth
rural roadszwill be based on the following:

Traffic of less than 50 vehicles/day

Operating speed 10 MPH
Right of way width 30 feet
Roadway width 16 feet
Maximum grade 15% for short distances

10% otherwise
Sight distances 225 feet
Minimum horizontal curve radius 150 feet

Design will assume a 2 axle truck weighing a maximum of
10 tons as the largest and heavest vehicle using the roads.

Drainage

Whenever the road encounters a natural water crossing, a
ford will be provided if possible; otherwise a culvert, or
in the extreme case, a timber bridge. Lateral flows will
be accommodated in side ditches of sufficient depth to
prevent saturation of sub grade materials.A 5% slope in the
roadbed will direct surface water runoff to the side ditches.
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BASIS OF COST ESTIMATES

Cost estimates for building construction are based on
average ®square foot or square yard figures recently paid
in Haiti, with 10% escalation to cover recent increases
in the cost of labor and materials. An additional 10%
contingency has been included to cover possible increases
over the next two years and unexpected expenses.

Costs for rural road construction are based on average
perrmile costs for similar type roads in mountainous areas
constructed during the past two years under various
voluntary programs and special development projects.
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RESUME OF PROJECT COSTS )$.000)

Item AID Costs GOH Total
LC | Total Costs
- Construction of Operations 80 | 550f 630 630
Center
=~ Rural Road Improvement 625 625
— Local Engineering assistance 50 59
= Procurement of Equipment

IHPCADE Central Office 60 60 69
IHPCADE Operations Center 168 168 168
BCA Central Office 37 37 37
BCA Regional OFfices 85 85 85
Road Const. tools 20 20 20
Total coast costs 80 | 550| 630 675 1305
Total Equipment costs 370 370 370

Total Projec t costs 450 | 550(1000 675 1675
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OPERATIONS CENTER CONSTRUCTION COSTS

SF
SF
SF
SF
SF
SF

Sy
SY

(1 center)
Desc, of Area Area
Directors house 2,000
Farm Manager's house 1.200
Offices 2,800
Warehouse 2.000
Training Facility 2,000
Repulping Shed 200
Total buildings cost 10.200
Roads and Parking (6'" thick) 350
Drying area (4" thick) 150
Fuel tank assembly
Exterior elec, dist. system
Water well and 5000 gal tank
Exterior water dist, system
Sewage collection and disposal
Fence (3000 LF)
Total site work
Total
Escalation (10%)
Contigencies (107%)
Totalest cost 1 center
Cost for 6 centers- 6 X 104,333

Rounded to

Unit cost Total cost

$8.00 $16.000
8.00 9.600
8.00 22.400
6.00 12,000
7.00 14,000
4.00 800

74,800
3.00 1.050
2.50 375
L.S. 500
L.S. 1.000
L.S. 3.000
L.S. 2.000
L.S. 1.000
L.S. 2.500

11.425

86.225

8.623

94.848

9.485

104.333

$ 625.998
$ 630.000
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RURAL ROAD IMPROVEMENT

Based on experiénce galned by voluntary agencles and
communities working under AID Special Development projects
on the type of road improvement work planned in this pro ject,
it appears that a cost of $5000 per mile is realistic at the
present time.

A 20% Factor to cover anticipated cost excalation over
the period of the project brings the total estimated/mile
cost for planning purposes to §6000 per mile. In addition
to the labor, Hand tools are to be procured and furnished
to the communities. Of the total tool costs of $45.000,
an estimated $20.000 worth will be procured in the U.S.
with loan dollars, leaving $25.000 to be locally financed.

Cost of Road - 100 miles at 6,000/mile - $600.000

Procurement of tools 25.000
Procurement of tools $625.000 (GOH)

20.000 (Ldan)
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ENGINEERING ASSISTANCE COSTS
($ Costs GRANT FUNDED)

THPCADE will provide from their staff, or from the
Minister of Agriculture's office of Civil Engineering,
engineering support in the form of project inspectors, a
driver, secretarial and accounting assistance,

1 U.S. Engineer at $4000/mo x 24 - $96.000

(includeg all travel overhead differencial allowances)

Local group - 3 inspectors, driver, secretarial and
accounting assistance $1000/mo x 50 mos - $50.000(GOH

contribution)



Quantity
4

3
1

CENTRAL OFFICE EQUIPMENT COSTS

Description of Item

4 wheel drive vehicles (jeeps)
4 - 5 ton stake body truck

3/4 ton Panel truck

Electric Calculators

Electric typewriter. 16"
Mimeograph machine

Base Radio Station

16mm Movie Projector

16mm Movie Camera

35mm Slide Projector

35mm Camera

Projection Screens

Sound System for truck
REflector type Projector
Cassette tape recorder

Total

Contigencies and spare parts (20%)
Total

Rununded to

Unit Cost

4000.
7000.
5400.
500.
400.
300,
30Nn0.
600.
400.
150.
100.
50.
1000,
501.
100,

Pare 12 of 15

Total Cost
16.000.
21.0100.
5.400,
1.000.
400,
3nn,
3,000,
600,
400,
150.
100,
100.
1.000.
50N,

200,

$50.,150.

60.150.
$60.000
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OPERATION CENTER EQUIPMENT COSTS (for one center)

guantitx

1

L SR

Ll R S R S I S

Description of Item

4 wheel drive vehicle (jeep)
4 wheel drive Pick-up Truck
Moto Bike

15Kw Electric Generator with
fuel tank

Water Pump

Short Wave Radio
500Kg Scales

20kg Scales
Coffee depulper
Elect. Calculator
Typewriter
Agricultural tools
One center total

Spare parts and contigency (20%)

Total for 1 center
For 6 centers (6 X 27.480)

Rounded to

Unit Cost Total Cost
$4000. $ 4000,
5000. 5000.
350. 700.
5000. 5000.
300. 300.
1000. 1000.
400, 400.
100. 100.
500. 500.
500. 500.
400, 400.
L.S. 5000.
$ 22900,

4580.
$ 27480.
$ 164880.
$ 168000.
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BCA CENTRAL OFFICE
EQUIPMENT (IN U.S.$)
= = m———— = | =72 __—.“I-__ K r__.“—r:—
A . __-..I R PR .
Quantity Description of Item Unit Cost | Total Cost
' | Central Gffice - Damien ! ] f ‘ B T l' i ‘] T
‘ e e - -] — - i fo : !
2 Photo copier (3M) l i 350 - | 1| 350 || | |
—— I . i [P M , ) i
Q1| vaut safe oy o] ) l’ 000 H
‘I 1 . | vaurt door o ” 300- | | |1300 ! I |
s Radio Base Station " go0o] - | | ['4,000 e
s 3 Telephones -] L so- 0 ) aso -1 11 # !
v | switchboard 00| || 1]s00 ! |
8 2 Typewriter, Electric, 16" { ' ’ 400; - f 800 | .'.: ’ ,
v 3 Typewriter, Manual, 14" I | 250 - : 750 P ‘ f |
w|__ 4 |l Addding Machine, Manual f ] 150 - | |1 600~ s ;
m Rookkeeping Hachine | ’ £ 13000/ - || ! { ,000 f NER | A
u[ ] Slide Projector ] ! : 150 - i) s | ! N
n».l 1 Camera, Roliflex L1300 = | 11] 30 il ;
a1 Camera, 35mm Small (55 -1 1! “ 5 ; ! | ;
| __1___| Movie Screen < o) [T a0 s L
el Duplicator | '] 540 - || saq’- .
I') 10 Air Conditioners . ; 40(1' - f i ,ooq ' ' !
- = SR 4 1 o
tH 2 Vehicle, Chev., Van, 2 wheel :Dr : L5400 - :] ,80(1 :
N | . S
! 2 Vehicle, Jeep, Commando ; ’4990 - B ,000 P !
Total ta : 1 s L 2,6M,_
N ‘t 10% Escalation e ‘ ; i , f »I : )
4 | Tota1 ‘ . N
f RN !
) “ || Rounded -Lg - ‘ : ] e ! ‘ ; .37l,000.’ ’, |
vl ; ! . !
| ; | HRE )
M|'4 t t ; - ] f f } =
)/.i[ | | ‘\ ‘ s , | )
)1y e f | ! ! ; . ‘ ! !
'ﬂ - i . .
ol ! ' Dl !
o j | | R o
o . fy i ;‘ . :
o] ' o ’ . ;
al T | 1 T
| ' P o !
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v ,l o : " .
A | x IR B

h




Page 15 of 15

BCA REQUIREMENTS FOR REGIONAL

OFFICES (IN US $)

(9 offices of which 6 are in IHPCADE Operational Centers)
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UNCLASSTFIFD
AID-DLC/P-2029
ANNFX TV

TERMS OF REFERENCE FOR THE MARKETING STUDY OM COFFLL

Describe the existing internal and external marketing structure
of the coffee sector with special reference to the functions of
ond relatlonships between producers, producer associations,

speculateurs (traders), exporters, banking and credit institu -

tions, and government agencies involved in the marketine procass.

Ascertain the cost of production by region for different sized
farms, different levels of technology (extensive versus inten-
sive cultivation) -and different types (unwashed versus washed)
of coffece. TIdentify and comment on the major inputs (land,

cost of labor, technological inputs, credit, etc...).

Analyze and comment on the annual distribution of coffece income
with particular reference to the share of the export price re-
ceived by producers, by intermediaries and by the GOH. The
analysis will include the study of the government revenue gene-
rated by coffee which is redirected to the coffee scctor either
through subsidies to IHPCANE and/or to other institutes which

participate in the development of the production of coffec.

Study the various alternatives available to the Goll for the sta-
bilization of (a) coffee prices and/or (h) farmers revenues,
taking into account the need to make the best possible use of

the existing marketing structure, the special problems of



(2)

farmers who adopt the technical package supported by this
loan, the declared policies of the Government with respect
to community development, internal and expernal marketing,

and make recommendations thereon.

Evaluate the financial, technical and institutional require-
ments for the efficient operation of a coffee price stabili-

zation scheme.



UNCLASSIFIED
AID-DLC/P-2029
ANNEX V

BASIC DATA NEEDED IN DETERNMINING IMPACT OF PROCRAM
(Target Fariner Group Profile before program and sometime after parti -

cipation)

- Location - Altitude

Number in Group - homes of members

Age (average) - Number in Family (average)

-~ Land area in Coffee

~- per farmer number of parcels
Total Total no. parcels
— tenancy by farmer = Dby group

- Land in other crops
- per farmer number of parcels

Total Total no. parcels

Total coffee production 1973-73

- by farmer - total by group

Status of coffec
% area old trees
% rechabilitated - vhen started
7 replanted - when started

Total income from coffee 1973-74

1

- per farmer - total per group

Total income - sale of other crops 1973-74

~ per farmer - total for group



(2)

- Fertilizer use and means of acquiring Bame
- quantity per farmer 1973~74 -~ total for group
- Labor used (man days per gr,)
) - family - per farmer total for group
hired - per farmer total for group
percent for harvest
weeding, pruning, other
-~ MarketlIny, channels used by farnmer
- local sales
-~ gpeculator
—~ direct to exporter
total for group
- Assistance received from IHPCADE 1973~74
~ type by farmer total for group
~ Source of credit 1973-74 (neighbor, speculator, other)
- amount by farmer total for graup

- Asplratlons, Needs re coffee production

- per farmer total for group



TINCLASSIFIED
AID-DIC/P-2029/A
ANNEX VI

(DRAFT)

ALLIANCE FOR PROGRESS

LOAN AUTHORIZATION

Provided From: FAA Section 103 ("Food and Nutrition")
Haiti: Small Farmer Improvement

Pursuant to the authority vested in the Deputy U. S. Coordinator,
Alliance for Progress, by the Foreign Assistance Act of 1961 as
emended and the delegations of authority issued thereunder, I
hereby authorize the establishment of a Loan pursuant to Section 103
of said Act, and in furtherance of the Alliance for Progress, to
the Republic of Haiti ("Borrower") of not to exceed six million
United States dollars to assist in financing the United States
dollars and local currency costs (Approximately $550,000) of a
small farmer improvement project (”Project”), including the
following components under the Loan: Fertilizer (Approximately
$5,000,000), Construction of Operations Centers (Approximately
$550,000), and Equipment (Approximately $450,000).

The Loan shall be subject to the following terms and conditions:

I. Interest and Terms of Repayment.

Borrower shall repay the Loan to the Agency for
International Development ("A.I.D.") within

forty years from the date of the first dis-
bursement under the Loan, including a grace
period of not to exceed ten (10) years. Bor-
rower shall pay to A.I.D. in United States dollars
on the outstanding balance of the Loan, interest
at the rate of two percent (2%) per annum during
the grace period and three percent (3%) per annum
thereafter,

IT. Other Terms and Conditions.

A. Goods and services (except for ocean shipping)
and marine insurance financed under the Loan
shall have their source and origin in Haiti or
countries included in Code 941 of the A.I.D.
Geographic Code Book. Marine insurance may be
financed under the ILoan only if it is obtained
on & competitive basis and any claims thereunder
arc payeble in freely convertible currencies,
Ocean shipping financed under the Loan shall be
procured in any country included in Code 9Ll of
the A.I.D. Geographic Code Book, excluding Haiti.



B.

-2 -

Prior to the issuance of any commitment
documents or disbursements under the Loan

for other than an initial $100,000 for

equipment and $75,000 for fertilizer, Borrower
shall furnish in form and substance satisfactory
to A.I.D.:

(1)

(11)

(ii1)

(iv)

Evidence of the establishment of a
Borrower/A.I.D., joint account in the
National Bank of Haiti for the

deposit of Borrower's contribution to

the Project and for A.I.D.'s local currency
costs disbursements.

Fvidence that Borrower's first contribution

to the Project has been deposited to said
Joint account in an amount no less than
one-half of the Borrower's first year counter-
part contribution in accord with the Project's
financial plan.

Evidence that the Haitian National Institut.
for Coffee Promotion ("THPCAIR") has enterod
into a formal institutional agreement with
the Bureau of Agricultural Credit ("BCA")
outlining the responsibilities of said insti-
tutions for carrying out the Project and in
particular, setting forth the rules and regu-
lations of the fertilizer credit and cash
credit programs, including eligibility require-
ments, the amounts and terms of any subsidy
element to small farmers, maximum terms,
amounts of' sub-loans and interest rates.

tvidence that suitable sites for the con.-
struction of the Overating Centers have been
selected and that clear title to such sites is
held by Rorrower or agencies of the Borrower,

(v) An implementation plan outlining the procedures

and regulations for the purchase, control and
distribution of fertilizer procured for the
Project.



III,

Iv.

- 3-

(vi) Evidence of the establishment within BCA
of a separate revolving fund for the pro-
vision of agricultural cash credit.

Covenants.
Borrower shall covenant that:

A. During the course of the Project, IHPCADE and
BCA shall receive as their normal, annual
budgetary allotments no less than those amounts
received by each from Borrower's 1973-7h4 fiscal
year budget,

B. During the course of the Project, Borrower will
contribute the equivalent of $2,000,000 in cash
in addition to those funds normally received by
IIIPCADE and RCA for recurrent annual budgetary
and investment expenditures as noted in A above.

C. Borrower shall carry out during the first year of
the Project a study ol the impact of (i) current
coffee tax rates in Haiti, and (ii) world market
prices of coffee, on coffee producer prices., Such
study shall include an analysis of the need to
establish a coffee price stabilization mechanism,
including alternative means of financing a coffee
price stabilization fund.

D. Borrower shall deposit in the BCA separate, revolving

fund al”. repayments and interest from credits of
cash and fertilizer extended under the Project, and

said fund shall be maintained for a period of at least

ten (10) years from the date of the first repayment
of said credits.

E. PBorrower shall conduct with A.I.D. an annual
evaluation of the progress of the Project.,

The Loan shall be subject to such other terms and condi-
tions as A.I.D. may deem advisable,

Deputy U. S. Coordinator

Date



