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*..\;' -,. IEPARTMENT OF STATE 5zixO7 3 
A AGENC' FOR INTERNA1IONAL DEVELOPMENT 

Washington, D.C. 20523 

UIIED SU.~TS, COORDINIATOR A.I.D. Loan No. 21-T-O 

ALLIANJC. FOR PROCirSS (Ref: AID-bDLC/P- _9) 

ALLIANCE FOR PROGRESS 

LOAM AUTIORIZATION 

Provided From: FAA Section 103 ("Food and Nutrition'") 
Haiti: Sirall Farmer Improvement 

Pursuant to the c,-uthority vested in the Deputy U. S. Coordin.ator, 
Alliance for Pso';.e; s, by the Foreign Assi.stance Aot of 1961 as 
amended and the dA.o -ations of authority issued thercunder, I 
hereby authorize the establishment of u, Loan oui-suant to Section 
103 of said.,At,.1 .n £hcirheme.of' the AJIc2-,nce for Progres;" 
to th odub].i i:,,iti .rro.er") of' not Se.. of to six ne:L:i 
lion Unitedl. States dollars to assist in financing the United 
Stcates dollar c,::;s .d. pproximat:Ly ' 550., ' of the local cur
rency costs.-of - r0j cc for srall iur imt ov.ent thrsugh
i.nl(:Tr5sd coff,3e rodution; ()ih o, c ") Of th._oan, approxi. 

will be td amr r 
matC:!y 550, 000 ,,:L.! b0 u.sed to fJ.n *12f coC)1,i?, 2- of oerat ons 
s1ately .;5TO0,OO')ue! fi fertil;::ur" 

1 
Centers; and a[9!roximtely . used to financep,50,000 "b11 
e cmuipn er~t. 

The Loan shall be subject to the folJ.owing terms and conditions: 

I. Ineres; and Tern--: of Peoayi:ent, 

Borro,',cr. Sh.111 repay the Loan to the Agency for 
Internati onal Development ("A.T..D.") withi.n 
forty years from the date of the first disburse
merit unler the Loan, including a grace period 
of not to exceed ten (10) years. Borrower shall 
pay to A.I.D. in United States doll.ars on the 
outstcanding balance of the 1,oan, interest at the 
rate of two percent (2%) per annmw during the 
grace period and three percent (3D) eer annLua 
thereafter. 

II. 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 

http:hcirheme.of
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countries included in Code 9 4]. of the A.I.D.-

Geographic Code Book. 
Marine insurance may

be financed under the Loan only if it is
 
obtained on a competitive basis and any claims
 
thereunder are payable in freely convertible
 
currencies. Ocean shipping financed under 
The Loan shall be procured in any country included
in Code 941 of the AOI.D. Geographic Code Book, 
excluding Haiti. 

B. Prior to the issuance of any commitment docunents 
or disbursements under the Loan for other than
 
an initial $!,00000 for equipment and $75:000 for
fertilizer, Borrower shall furnish in form and 
substance satisfactory to A.I.D.: 

(i) Evidence that Borroc.,er has established an 
account in the National Bank of Haiti for 

the deposit of Borrower's contribution to 
the Project and for A.I.Do's local, currency 
costs disbursements ("!Project Accout"). 

(ii) Evidence that Eorrower' s first contribution 
to the Project has been denosited in the 
Project Account in an amount no less than 
one-half of the Porrower's first year counter
part contribution in accordance with the 
Project's financial plan. 

(iii) Evidence that the Haitian Iational Institute 
for Coffee Promotion ("IHBCADE") has entered 
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 and of anyamounts terms subsidy
element to small far,;-crs, naxiu~n terms, 
amounts of sub-loans and interest rates. 

(iv) Lvidence that suitable sites for the construc
tion of the Operations Centers have been
 
selected.
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(v) An implementation plan outlining the procedures
 
and regulations for the purchase, control and
 
distribution of fertilizer procured for the 
Project.
 

C. Borrower shall covenant that:
 

(i) 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 Bor
rowerls 1973-74 fiscal year budget.
 

(ii) During the course of the Project, Borrower 
will contribute to the Project the equivalent 
of $2,O000,00 in cash in addition to those 
funds normally reccived by- IHiR ADE and BCA 
for recurrent annual budgetary expenditures. 

(iii) Borrower shall carry out during the first year 
of the iProject a study of the :i.mpact of (i) 
current coffee tax rates in Iraiti, and (ii) 
world 	mrhet ,ricc:s cf coK;fec, on coffee Iro
ducer 	prices. Such study shall include an
 
analysis of thie nee-d to establish a coffee price 
stabilization mcchanlsm, including alternative 
means 	of financing a coffee price stabilization
 
fund. 

(iv) 	Borrower shall assure that BCA (i)maintains 
the administration and accountability for the 
credit elements of the Project separate from
 
its other operations, (ii) deposits all repay
ments 	and interest from credits of cash and
 
fertilizer extended under the Project into a
 
separate revolving fund, and (iii) maintains 
said 	scparate revolving fund for a period of 
at least ten years from receipt of the first 
repayment of said credits.
 

(v) 	 Borrower shall conduct with A.I.D. an annual 
evaluation of the progress of the Project. 
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III. The Loan shall be subject to such other terms and condi
tions as A.I.D. may deem advisable.
 

Deputy U. S. C6ordinator " ' 

7 

7I-ate 

Clearances: 
GC/IA, ILevy Date / / ' 
!A/CAR/H,Gowcer 1aIte_ -. . 
Ik/D1RVenezia . Date ) 

L/DR.Breen 
PPC/DPP,,l, Kib all 

f.- Date,-';'/ 
Date TAL1 

SER/",'M/C, Brown / Datev 

GC/IA,E1Tarkins :lb: 5/22/74 



DEPARTMENT OF STATE )'I ' AGENCY FOR INTERNATIONAL DEVELOPMENT 

WASHINGTON. D. C. 20523 

ASSISTANT 
ADMINISTRATOR 

AID-DLC/P-2029
 

AMENDMENT TO LOAN AUTHORIZATION
 

A.I.D. Loan No. 521-T-006
 

Provided From: 
 FAA Section 103, ("Food and Nutrition")
 
FOR: HAITI Small Farmer Improvement
 

Pursuint to the authority vested in the Assistant Administrator,
Bureau for Latin America, by the Foreign Assistance Act of
1961, as amended, and the delegations of authority issued
thereunder, I hereby amend the authorization dated May 24,
1974, for A.I.D. Loan 521-.T-006 as follows:
 

1. 
The first paragraph of said authorization is hereby
deleted and the following paragraph substituted in lieu 
thereof:
 

"Pursuant to the authority vested in the Assistant
Administrator, Bureau for Latin America, by the Foreign
Assistance Act of 1961 , as amended, and the delegationsof authority issued thel-reunder, I hereby authorize theestablishment of a Loan pursuant to Section 103 of saidAct, and in furtherance of the Alliance for Progress to
the Republic of Haiti ("Borrower") of not to exceed sixmillion United States dollars to assist in financing
the United States dollar costs and approximately $950,000
of the local currency costs of a project for smallfarmer improvement through increased coffee production("Project"). Of the Loan, approximately $4,600,000
will be used to finance fertilizer; approximately
$950,000 will be used to finance construction of Operations
Centers; and approximately $450,000 will be used to

finance equipment."
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2. Except as expressly amended hereby, said authorization
 
remains in full force and effect.
 

E.N.S. Girard II
 
Assistant Administrator for
 

Latin America
 

Date
 

Clearances:
 
GC/LA,JLKessler Date
 
LA/CAR,WRhodes Date 
LA/DR,CWeinberg Date ,.'7 

LA/DR,TStukel Date
 
PPC/DPR,EBIIugani- Date 
SER/FM/C,TBlacka " 
 _._____Date ___-_ 

GC/LA,TLGeiger :lb:11/9/76 27
 



JAN 2 5 1977
 

ACTION MO1)RANDUM TI!, ASSISTANT ADMINISTRATOR (LA) 

FROM: LA/DR, Char es Weinberg 

Problem: Amendment of Loan Authorization for Ha:ti's Small Farmer
 
Improvement Loan (521-T-006). -. / -,- / ,6 _ , 

Discussion: The $6 million loan was authorized on May 24, 197/4, to 
finance a five ye!r coffee production program for small farmers. The
 
program provides for annual purchases of fertilizer and the construc
tion and equipping of six regional operations centers in rural Haiti.
 
The total project is $8 million, with the Government of Haiti contri
buting $2 million. As of November 30, 1.976, AID disbursements and 
commitments total. $723,000 and $1,571,000 respectively. The Loan 
Authorization and Loan Agreement provided for approximately $5,450,000
 
in U.S. dollar costs and approximately $550,000 in local currency
 
costs to finance construction -f the operations centers. Of the
 
foreign exchange component, $5 million was budgeted for fertilizer 
procurement and the remaining $450,000 for equipment. 

Due to increased costs for local construction, the Mission has requested 
(Attachment A) that the Loan Authorization be amended to reprog'ram 
$400,000 of the loan to provide for an increase in the local currency 
budget (a new total of $950,C00). Approximately $200,000 of the 
additional. local currency financing is required to finance increased 
construction costs of the six original centers. The balance of the 
additional local currency financing will be used to finance one addi
tional operations center and a suppicmental field station consisting 
of a combination office and warehouse at Changieux. These two addi
tional facilities wcre previously added to the project by a revision 
to the original implementation pln. 

The Mission estimatc that actual costs for the original six centers 
will be 36 percent higher than budreted. Mission estimates for the 
two new facilities reflect the increase. in construction costs ex
perienced to date and allow for anticipated further increases. 

The local currency of $400,000 would be made available by reducing 
the amount budgeted for fertilizer from $5.0 million to $4.6 million. 
These funds are available because prcsent world prices for fertilizer 
arc about 50 percent lower than the estimates made during development 
of the Capital Assistince Paper (CiP) Ey January .977, one-third of 
the total planned fcrtilizer procurements will have been completed at 
an estinmated savings of $800,000. Thus, even if the world price of 
fertilizer were to again reach the levels estimated in the CAP, there 
would be sufficient funds remaining to procure the balance of the 
fertilizer requircements. We have reviei.ed the Mission's request and 

http:reviei.ed


- 2 

believe the amendment is necessary to accomplish program objectives.

Pursuant to Section 1.01 of the Loan Agreement, which permits AID to
change the amount of local currency financing, Annex I of the Loan
Agreement, the Project Description, will be amended through an 
implementation letter after you sign the amended Loan Authorization.
 

Recommendation: 
 That you sign the attached Loan Authorization
 
Amendment.
 

Attachment
 
A - Telegram PAP 2935
 



DEPARTMENT OF STATE
 
AGENCY FOR INTERNATIONAL DEVELOPMENT
 

WASHINGTON. D.C. 20523
 

ASSISTANT 
ADMINISTRATOR 

AID-DLC/P-2029
 

AMENDMENT TO LOAN AUTHORIZATION
 

A.I.D. Loan No. 521-T-006
 

Provided From: FAA Section 103, 
("Food and Nutrition")
 

FOR: HAITI Small Farmer Improvement
 

Pursuant to the authority vested in the Assistant Administrator,
 
Bureau for Latin America, by the Foreign Assistance Act of
 
1961, as amended, and the delegations of authority issued
 
thereunder, I hereby amend the authorization dated May 24,

1974, 
for A.I.D. Loan 521-T-006 as follows:
 

1. 
 The first paragraph of said authorization is hereby
deleted and the following paragraph substituted in lieu
 
thereof:
 

"Pursuant to the authority vested in the Assistant 
Administrator, Bureau for Latin America, by the Foreign
Assistance Act of 1961 , as amended, 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 dollar costs 
and approximately $950,000
 
of the local currency costs of a project for small

farmer improvement through increased coffee production
("Project"). Of Lcan,the approximately $4,600,000 
will be used to finance fertilizer; approximately

$950,000 will be used to finance construction of Operations

Centers; and approximately $450,000 will be used to
 
finance equipment."
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2. Except as expressly amended hereby, said authorization
 
remains in full force and effect.
 

E.N.S. Girard II
 
Assistant Administrator for
 

Latin America
 

Date
 

Clearances:
 
GC/LA,JLKessler 
 Date
 
LA/CAR,WRhodes 
 Date
 
LA/DR,CWeinberg "____Date', 
 -j.

LA/DR,TStukel 
. Date_ _

PPC/DPR,EBHogan 
 Date
 
SER/FM/C,TBlacka t 
 DateT.'77.',T/
 

V
 

GC/LA,TLGeiger :lb:1l/9/767 4
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PRoJECTr AGPEEMUGt 
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M60000 

S34,000 
1.,000 33,000 

-~~~~~ r I~ . ..rJ........ 
Co__ - n;-* 

-Ison The pivrpla of, thir- t~wn'dent is to decrease other Costq (M.ickD) by
UsID PYdS.iA0O to IAACKCeae COMMOdities (Block C) ':y $1,000. 

IMAl other te=8~and~ copiitions remain the same. 

June25~ 1976 11a. 
S~~ O~ V~pI~7 ~A~1~ O.FOU~ TfO'riginal Project Agreement has 

AG 0 

I "thOr~tzed signatures 

C/, 



TO 
 : See Distribution
 

FROM : USAID[Hajti
 

SUBJECT: Documentation Distribution
 

Attached for your information or action as appropriate, are copiesof recently executed documents. 
A sumnary of each document Isnoted hereunder.
 

SummaryDes!criptjan:
ProAg76-3k Reviajon No. 1 - Small.FaserIprovement 

This revision decreaseOs ther Costs by $1,000andicreases blo4-k B 

000 - Other terms and Conditions remain the same. 

P1Oc O.sqi-O? 34-6-61 Aenmet No. 1- SmallFarmer Lhprovament 
This apendmmn increases the total cost ofcommodities from $5,0)0 
o .$_6000 _ad refe ncs ProAg 76-3, RevisionNo. 1 above. Other 

ter 
 and couditions remain the same. 

PIO/C NO.521-07.9 -sm.lk60 03 4 a~r Develol#=t Loa -


This documa_ 
 provides 9.100 forProcuremet ofPolYethyIn e baX
 

hZ the G00.
 

PIO/C No. 521-075-6-60037 - NuritionImproywwnt 

_This .R thejprewent of a perJeep Wa oi

GOH tis-eq-uestiin 3r;MEU-r 
 ant ,based on.m Interchangtebl-_ 

lity and standardization.
 

Distribution:
 

LA Operations AID/W 
C/FMD/VBB 

Desk Officer ARA/LA/CAR lb 3248 AgOAJD 

PPC/PTZs/ARc 
C ,UD-PP

.... ] _Ii
 



PROJECYTAGREEMEMT-
BEIIENT11DEA!MkT; SATAGENCY'FOfR NTE1IONAL~ R2OMtT(I)

AG4AUMM OFTHR6OVERHMENT OP THE UNtITEDSTATES 6P "MERICA, 
S SBE!ERAL AGENCXESJ~~~ 

AHD 

~ hoabv~dp~tanhsbymuualyogaotoL1 Proloct/Activity No.I\ carry out u proloct In OccordOnco with 1. terins set forth 52-I-4-7 PG EE1 OF PAOEheroin and Iho torrn, set forthIn any anmxos alfachud15.007 PO0 hereto, ais thockod halowl 2. Ameont No. A. 1E Orlsinl ar' 
Prjc Dvsrlflo Frein Curfircy evsion No~

F~ntioxAStandard Proyilins Annesg 4. Prefoct/Activily ilStandm Srmcll Lo" mall Fame Development
E.jProvisions Annen L_ Provisions A*nei 521-15-1,10173
 

; j~~CA~~ This Project Agreae mntIs further subje ct 9o tho to es e
of the folio i noaroeinent betwvon the two Vowirmonts,~ b' U\ k : i .. 1OR modtf od ac soppioinntodt I 4 
Gonorol Aooant (or S. Project Do,~~SnqJExplanaten-~i1CTochrtlcat Cooparation t Ad 

ToNar - Economic Cooparation Date N~~d~dEl. 
0 

6. AID Appropriation Sy40bo 7. AtD AllotxnI SymWo
(other) o

A j~~ 
 ~72-IL-KI023 402750-2-06.f 

AoD,R1±i _ID FACNGProvious Total Increase. Ducraao., Total to Dot. 

Ao M-DcODal b) Contract orvkssiizoo 

MI3Jd Oihor Cwits 2,0 

23,000 

(a) TacoctanOt 107000 43 000_ 5,0
 

(a) Tcommo; dili hts 

(J) Other Costa
 

OSpecial Provisions (Use Addft~ona4 contlrutuai owshetst, ifNoctsawy.)
Amnend Sec ion IV of Pro -Ag as follows: SK M,IVA- Change amount to0$164,000
Add new j)aragraph as follows: 

4. The 11'te Stes Goverrment agrees to fuii;h $108,e00forpayment ofIterhnic. assistance being provided under contract to BCA 

7, W, 

U~ 

11~Pto~f 12 Da~ofh~s ~vllot :~ 4~sA~a~Agr~mot 7 ~~ U Rsnio d FK~iConiIbittoJa, 



-( DPRTA-No STATE 
AGENHCY FOR - a i Pgla ~P 

PROlig TioStatU ME T T O t-rjc/A 3nj 8, iro ( oDT.T. 

C1Adrnlnlztroth * Reservation L~Imploventing Documen? r. 1 1L&lr iLa.Z 

r1L. . yC atAt cooporoing PortIcIpaIng Agoncy 
t~~_A.I.D-. j omr o~; 0oIatI Sorvico Agroomont 0ONtlu 

10.1. Autliorimad Agool 
OfIROD/LAfAIDIi 

(3) (4)
PrOYious Total fricroU3 Dacroano Total to Dot* 

lOIUM17,44S $ 107,445 

A. Coutintrperf 

M.Woa 14. Instructliono tjo Aw*iiltod Agent Th s 7prvde utoizto t oniu 
Sfunding the contract AIIJ/la..C-1062j 11yop/SmnaEl providing technical 

entered into between AID and CUWA, forserv9.ces to BMA for an additional 12 month period, iLe,Fa Mmne Dev , from .10115/77to 10/1417'd. at its present levelAi (three technicians). TheA ed ,N),2 original contract signed on 10/14/74, provided $138,916. Tojdate, a§4~'426/ 6 cumul~ativej total of P7Y0,000 hpave been obligated under PIO/T's 40007 500PRO~-AG 7-3 60017 and 'IX-00S,j Am--nd., MN. 
Itis estimated that there will be approximately 135,000unused funlds at -the end of the present contract year (Oct.14, 1977). Ibis~8/i/fl &noLuu, together with the $107,445 being provided by this PIO/f wl'cver:,

SPI0/1T 
 521.-073-
 contract ieoqts, at present level of expenditure, for an additional 8 months.7
-005or3_'jy to .15,4!,78. Additional funding tLO cover the 12 month period will beprovided uider a soparate P10,11 around mid October, upon recteipt of PY 78 fi
15. Cro'*Amlcso rflaw flco Sym~bol, signaIturv r:Dt,-e1 acnayC~cacn 

pIj l t.~fix vil (va $ahcaulI0i Qdotit3 5. ruido v tht maovceo roques44d aro awlilac"~
Luis A. xi-ries ProJtct Officer Albert D.Huliung, RZEG/CNT.'" 

Wilam B. Carvey, Ann McDonald, :AID/CA'V>) 

7ohn 1'. Cral g, XDK 
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viorhth lheeipji W hcroh# areed to 
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DEPARTMENT OFSTATE~~Pg ~1PpHaiti.~AGCCY.FOR~
 
MiERMOATI.DEVILOP 1T . P10/7 No.-0572 1~-073-3-70043 	 l4, Project/Activity No. arnd Tlfla,

FIO/T PROJCT 1MPLEMENTAT10Hcc~ i!yNoodTt
 
----ORDERTECHICAL..._3_
 

<~SERVICES small, rPa nek
 
DISTRIDUTION 5. Apprupriaolon Symil !. 6.A. Allotment Symbol and Cba BPid Allotvad to 
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TO: AA/LA, Herman Kleine 1 
FROM: LA/MI, John R. Breen 

SUBJECT: Haiti Small Farmer Development: IR Issues Paper 

Project Sumnmary 

The project is intended to increase the cash income of small coffee
 
growers by providing. an integrated program which includes the fol
lowing: a) the strengthening of the institution responsible for
 
the coffee sub-sector with technical assistance and establishment
 
of five regional centersj b) the development and delivery of the 
necessary technological, financial and agricultural input package
 
to increase small farmer production and y&llds, through applied
 
research, introduction of improved rust-resistant coffee varieties,

and agricultural credit; and c) provide a financial mechanism, a
 
stabilization fund, to assure the farmer of a fair price for his
 
product.
 

lccues
 

1. Given that Haiti is the only least developed country in the
 
Western iemisGhere, the minimum percentage (25) of host government 
project financing should be allowed. 

2. In view of the fact that crop diversification was not determined 
appropriate for inclusion in this coffee sub-sector project, considera
tion should be given to nupport initial food production programs under 
the Agricultural Development Support Project, as proposed in the PROP 
submission of Iiovember 193. Such an approach is responsive to the 
identified problem of general malnutrition, as well as possible 
inflationary effects of increased domestic revenue generated by

coffee-related activities at the local level, with no commensurate 
incrense in Eupply of foodstuffs.
 

3. In view of worldwide shortages of fertilizer and its importance 
to this project, there must be reasonable assurances that Haiti can 
be supplied wit.h project needs for fertilizer of the quantity, type
and at the time prescribed. Can this be demonstrated during intensive 
review? 

4. The Stabilization Fund will prove its worth in its first two years 
of operation ov not at all. Can we structure the loan so thut after 
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two years a joint AID/GOH review of all loan activities can determine 
which of the two major financial activities (credit or stabilization)

has been moot effective, and allow reallocation of resources
 
accordingly?
 

5. The analysia relating to the feasibility of this project indicates
 
that the producers are presently receiving 55% of each coffee dollar
 
and further indicates that recent increases in production are apparently
 
a favorable reaction to rising world market prices. 
Given these
 
indications, is this the time to require a new study of the GOH
 
taxing policies as they relate to discouraging coffee production?
 

6. Is it appropriate to fund some, if not allJof the $500,000

technical assistance component with grant rather than loan financing?
 

7. Is it appropriate to proceed with intenaive review of this coffee
 
production-oriented project before the completion and review of the

agriculture sector asoessment? 

8. Would it be feasible to provide supplementary/alternative agri
cultural approaches to irprove tile we1l-beingu of small farrcrs, e.g.

to include asslctance for food crops as pait of this package?
 

LA/DR:RSeifrnan: cg:2-14-74
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INFORATION MEMORANDUM FOR THE U. S. COORDINATOR 

FROM: LA/DR, John R. Breen
 

SUBJECT: Issues Paper: Haiti CAP - Small Farmer Improvement Loan
 

The DAEC will review subject CAP on Friday, May 17th at 2:30 PM in Room 2248.
 
The CAP proposes a loan of $6.0 million to the Government of Haiti, with the
 
Ministry of Agriculture (DARNDR) the principle executing agency through two
 
sub-departments; the Haitian Coffee Promotion Institute (IHPCADE) and the
 
Agriculture Credit Bureau (BCA). 
The loan will assist the GOH in implementing
 
a five-year small farmer coffee production program which aims at increasing
 
small farmer income through increased production and also increasing the
 
Balance of Payments position of Haiti through increased exports of high quality
 
coffee.
 

Specifically, the resources provided will assist the GOH in establishing a de
livery system whereby improved technology, fertilizer, credit, and training
 
may be channeled to the small farmer. AID resources will -r:vide for construc
tion and equipping of six (6) regional operations certers and the provision of
 
up to $5 million in fertilizer. The GOH will provide, as a net addition to re
sources presently earmarked for coffee promotion and agricultural credit, up to
 
$2 million to pay for local cash credit contributions, farmer training, expanded
 
coffee and credit operations, and rural road improvement in coffee areas.
 

The following issues are suggested for review by the DAEC:
 

1. Five-year Program: The CAP proposes a five-year program on the assump
tion that this is the minimum time needed for an investment program in coffee,
 
and the required institutional strengthening, to have the intended effect. The
 
CAP argues that the institutional and technical factors, regardless of the
 
amount of funds involved, cannot be divided into shorter and separate periods.
 
Is this time frame reasonable for AID?
 

2. Eligibility: The CAP proposes limiting access to the program to small
 
farmers to the degree that no more than 15% of the loans made each year should
 
be made to farmers with more than six (6) he. of coffee. Haiti's land holdings
 
are already extremely fragmented. It will be difficult and costly to attempt to
 
strictly enforce this requirement. Does sufficient concern exist that a dispro
portionate share of the program will ge to "larger" (in the Haitian context)
 
farmers to warrant such a restriction? What is the cost of such a policy?
 

3. Coffee Price Stabilization Fund: Such a fund is not included in the
 
program, but rather a study of such a fund is included within the first year
 
of the program. What assurances then are there that the price paid to produc
ers will be a fair return for his product, in relation to the world price?
 
What means are provided to review tax policy on coffee during the program to
 
assure that producer's share does not decline disproportionately if world
 
prices decline?
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Continued - Information Memorandum for the U. S. Coordinator 


The program envisions 	a major expansion of
4. Institution:il Capacity: 

present IHPCADE and BCA operations, involving management of an expanding
 

fertilizer distribution program, expanded cash credit operations, extension,
 

Can IHPCASE and BCA gear up in advance. What innursery management, etc. 

stitutional reorganization or coordination is contemplated to assure effec-


What TA requirements exist to assure

tive implementation of the program? 

that they will be adequately prepared? Is the timing and scope of the TA
 

(Copy attached)
proposed in the accompanying PROP sufficiett to the task? 


5. Beneficiaries: The program will benefit directly 12,778 he. of coffee
 

What are the anticipated benefits to coffee
and approximately 13,000 farmers. 

growers not directly served by the program?
 

6. 	Fertilizer: The program involves a large element of fertilizer. Will
 

the world market in the amounts required? What safe
fertilizer be available on 

guards will exist in the program to guard against diversion to other crops or
 

other misuse?
 

7. 	World Coffee Prices: If coffee prices were to drop, will farmers re-


At the same level? Would funding requirements or magnimain in the program? 

tude of the project change?
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INTENSIVE REVIEW REQUEST (IRR) - SMALL FARMER DEVELOPMENT , 

I..BORROWER 

The Borrower will be the Government of the Republic of Haiti (GOH) acting through 
the Department of Agriculture, Natural Resources and Rural Development (DARNOR) and 
the Department of Finance (FinDept). Responsibility for project execution will be
 
assigned to a specialized agency of DARNDR, the Institut Haitien de Promotion du 
Cafe et des Denrees d'Exportation (IHPCADE).
 

II. AMOUNT & TERMS 

A loan of approximately $4.3 million is requested to assist in the execution of
 
a five-year small farmer coffee production program. A $.5 million complementary tech
nical assistance and training package will be deviloped in conjunction with the loan
 
project, but will be submitted for grant financing. Ifgrant funding is not avail
able the amount of the loan request will be increased accordingly.
 

III. RATIONALE 

A. Statement of the Goal 

The proposed project is primarily intended to ineasrthr-csh-incom-of 
small coffee growers (under 10 hectares) and thereby potentially Improve thei#'stan
dard of living. To accomplish this task the proposal presents an integrated program 
which includes (a)the strengthening of the institution responsible for the coffee
 
sub-sector; (b) the development and the delivery of the necessary technological, 
financial and input package to generate increased small farmer production and yields;

(c) and the provision of a financial mechanism to assist the farmer in the marketing 
of his product at a fair price.
 

Subsidiary goals are to bring about inemaas*s-inJo
vernment revenues and to improve the balance of payments, both of which will result 
from augmenting the quantity and the quality of coffee produced in Haiti.
 

B. Relationship to Haitian Sector Goals
 

The National Planning Agency (CONADEP) proposes in their current development
 
plan (1972-1976) the following priorities for investment: transportation and comu
nication 28Z, agriculture 27%, electric energy 13%, public health 6% with lesser
 
percentages for industry, tourism, education and scientific research.
 

As a part of the development effort GOH has prepared a detailed five-year 
plan designed to ificrease the quantity and the quality of coffee produced in the 
Republic. Lack of investment funds thus far has prevented the project from being 
implemented. 
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The (draft) pre-investment survey of the Haitian Rural Sector completed
in December 1973 for the IDB, identifies the GOH coffee project as particularly
promising. The IDB analysis indicates that project planning is in an advanced
stage, sufficient manpower isavailable to launch the program, the cost-to-benefit
ratio is favorable, and the results are likely to bring important gains in rural


social development.
 
Although a complementary USAID agricultural sWctok assessment is stillin its final stages, sufficient data has been developed to clearly show the benefitsthat will accrue to small farmers, state revenues, and the GOH balance of payments
situation, if coffee production can be raised to a level equal to the Haitian
world market quota in existence at 
the time of the suspension of quotas by the


ICO a little over one year ago.
 

The development overview presented in the DAP for Haiti shows the trend of
increasing private investment inurban centers during the three past years while
the rural sector continues to suffer from an almost total absence of investment
funds. Coffee production ispracticed on 161 (140,000 ha.) of the total arable
land area by approximately 384,000 rural farm families. The DAP concludes that a
national program for increasing coffee production could costribute substantially
to the improvement of rural we fare by making good use of the comparative advantage that Haiti enjoys for the production of its principal export crop. The pur
pose of this project is to:
 

(a)Increase the production of coffee by 170,000 sacks (60 kgs) a 
over 
old coffee stands with

a period of five years, .by-.systematically replacing 
year
 

new plantings;
 

(b). Improve the quality of the coffee produced thro qh encouraging a
system of rural cooperatives and the provision of agricultural credit for the
purchase of improved seedlings, fertilizers and tools, and improvement of thefacilities for drying, dispulping, and decorticating coffee, etc.
 

(c)Carry on a continuous program of adaptive research, making use ofregional research linkages to improve production through selection and identifica
tion of rust-resistant varieties;
 

(d)Bring to the rural population the concept of improved management of
 
coffee farms.
 

The project, if successful, will produce the following conditions:
 

(1) ThQestablishment of 'five regional' IHPCADE offies, each a logical extension of the headquarters inPort-au-Prince;
 

t -- (2)2o;oo0 hectares of new and rehabilitated coffee plantings throughoutthe country which-will assist approximately 10,000 farmers directly and over time
the entire Haitian coffee industry. 
(3) An increase inthe average yield of coffee per hectare from the present250 kgs./ha. to 750 kgs./ha. on the new and rehabilitated plantings; 

Ao0)(4) Increases inrevenues as follows: (inmillions of $'s) 
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1978.1973 

Forecast 1978FX earnings for BOP 23.9 36.2 

Revenue to Producers 11.7 17.7 
Revenue to Exporters 6.5 9.8 
Revenue to the State 5.8 8.8 

(5) The establishment of a program of adaptive rasearch particularly in thefields of improvement of varieties and disease control, for coffee, the principal export crop of the Republic. This will be the first national effort of widespread introauction of varieties resistant to coffee rust. 
C. Identification of Problems and Constraints
 

A special stud), was made by an AID-sponsored five-man technical 
assistanceteam in January 1974 which reviewed the general status of the coffee sub-sector andassisted USAID in designing a coffee production project addressed to improve the income and standard of living of small farmers in the coffee production areas and redistributing income throughout the public and private sectors. Five constraints were

identified:
 

(a)Poor cultural practices including the severe soil fertility problems;
 

(b) Lack of farmer credit to finance the cost of improved coffee practices;
 

(c) Low farmer share of the benefits derived from coffee production and
marketing; 

(d)Limited institutional infrastructur6 to assist farmers; and
 

(e) Difficult and costly transportation for inputs and products. 

Elements were included in the-project-design which attempted to resolve these
critical constraints. They included the following:
 

(a)Support to a national program on a 
modest basis to improve coffee production through the introduction and the use offwtter-technology; 

(b) Establishment of a system of creditfor groups of small farmers to payfor costs of production employing new technology; 

(c) Assistance in improvement of the uurketirg system to incentiveassure 
coffee prices to farmers; 

(d) Strengthening of the institutional-capabilities Vf-tbe-OH- achieveits coffee production goals through loan and grant programs; 

(e) Reliance upon other donor and AID assisnce programs for improvements
in the transportation system. 
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D. Basic Assumptions
 

The following assumptions are essential to the attainment of the projectobjectives.
 

1. IHPCADE's existing and new field agents possess or will acquire theknowledge and ability to apply the level of technology necessary to change thepeasant population's current archaic attitude regarding coffee culture. 
2. The GOH will maintain its m1w-policies on the taxation of exportedcoffee. In accordance with these policies, coffee of high quality is taxed at
the lowest rate whereas coffee of lesser quality is taxed at the highest level.
The apparent purpose of this policy is 
to encourage export of high-grade coffee
and internal consumption of lower grade coffee. If-duringanalysis shows that taxation levels 

the life of the project
are Rtttn-s-adisinoftlve to the attainmentof the project's objectives, USAID will urge the GOH to modify the tax structure

accordingly.
 

3. 1HPCADE has or will acquire-the manaerial 'apacity and GOH budgetarysupport necessary to implement the project as planned. 

4.AGOH-entity responsible for disbursement, collection and control ofagricu.ltural credit, both cash and in-kind, will be esfebli6hed.or..be.-in.placeto effectively complement the technical assistance efforts expected to be provided.'Mis entity should either be integrated into IHPCADE or serve in a parallel functional role with IHPCADE to provide supervised credit to groups of small farmers. 
5. The International Coffee Orgaization, upon resumption of the coffeequota system, will be amenable to grant to the GOH an export quota of at least490,000 sacks of coffee per year, which was Haiti's (unattained) quota under the


prior agreement.
 

6. IHPCAJE, through continuation of existing laws and by means of GOH and
AID loan source funds will exercise its powers to stabilize coffee prices to assure
incentive prices to the small farmer.
 

E. Target Beneficiary
 

The intended beneficiary of the project is the small farmer who grows
coffee on steep mountainous slopes at 1,000 to 4,000 feet in altitude. 
 mth
90% of all farms in Haiti are less than six hectares in size with the average land
holding less than 2 hectares. Almost all coffee holdings are of small size with theten or so very large holdings being only 20-30 hectares. 

The target farmer for this project, therefore, is the tnaly small farmerwhose total family income probably does not exceed 100 to 200 dollars per year

While he traditionally owns his own land and is
constantly seeking more land as future security for his children, he is living at a
very low level of well being. His food is largely derived from the traditional crops
that he may be able to grow in conjunction with coffee production, e. g. bananas,
yams, fruits or a few stalks of sugar cane or other crops near his simple house.
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Some of his food needs, such as corn, sweet potatoes, etc., nust be purchased inlocal markets. His minimal nutritional requirements are not being met, nor is his
general standard of living conducive to attitudes of security or dignity. 
lie target farmer is considered receptive to assistance in a form that will allow him to
improve his coffee production and thus his income, resulting in a 
better standard

of living.
 

It will be noted that the immediate goal of this proposal is the establishment of high technology production on 20,000 hectares within an overall coffee sector totalling sane 140,000 ha. This does not mean that the effort expended will not
reach out to the larger percentage of rural producers. The introduction of diseaseresistant and high-yielding varieties will be available to all who practice coffee
cultivation. The intervention of IHPCADE in the area of price stabilization and
marketing will increase the returns to all coffee producers, not only the immediate
target group. The initial establishment-of cooperatives and-the channeling of-credit through community groups represent the first steps by which all producers in
the country may eventually be blanketed into a system designed to bring the producer maximum profit. It should be noted that at the present time Haiti exports
330,000 sacks of coffee per year and that an estimated 100,000 sacks enters domestic markets for internal consumption. Al1,-of these producers, as well as 
the initial holders of the 20,000 hectares cited as the program objective, wi4t benefit
from this project.
 

Technical judgements have been made by competent crop specialists that there
is little or no possibility of crop diversification with the target farmer itr-the
coffee areas. The principal reasons are that there are only a limited ntnber of
marketed crops which can be grown together with coffee and for those that can,
such as bananas or plantain, transportation and marketing constraints must first
be resolved. Farmers are not interested in other crops if coffee can be grown.
There is little probability that coffet growers would reduce the size of their
coffee plantings to diversify out of coffee into other crops even if their yields
were significantly increased because of the high value of coffee, in relation to
any alternative crop.
 

F. Anticipated Benefits
 

Income generated from coffee exports amounted to $23.9 million in 1972-73.
This does not take into consideration the value of domestic consumption which likely has a 
value of $10.0 million. Of the amount exported, it is estimated that
producers received in the neighborhood of $11.6 million or a 
market share of
slightly over 55%. It is likely that domestic cossumption will continue to increase
during the next few years. Assming a continued market share of 55% for that portion of the crop exported and P~U 
 9oal achiaiemnt of 17V;0O 60-kg. sacks an
additional $11.0 million in sales could be expected at 1972-73 prices. 
W*hio-WPAd
increase total farm income from coffee exports by.50%4 t.
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IV. DESCRIPTION OF THE PROJECT 

The project consists of a carefully conceived plan to increase coffee product.
ion through the application of a production, package on 20,000 hectares in the five
major coffee-producing Departments of the country. The project includes elementsof technical assistance, training, (supervised) credit, marketing and the delivery
of the supplies and materials required by farmers to the areas where they are 
needed. 

The IHPCADE will be the agency responsible for carrying out the work as well as bearing the responsibility for coordinating the activities of other participants 

A. Technical Assistance 

IHPCADE has twenty technicians with university level training and 152 tech
nicians who are graduates of technical high schools on the staff in the field. Oe"hd
of these groups will receive training by means of intensive short courses to be
conducted in Haiti. It is contemplated that a course oi6r-toS4.weeks duration beconducted for at least half of the college leVl staff, who will be later assigned
as directors of the regional centers or who will function inother roles of key
leadership in the project. This training will be followed by another course of two
 
to three months for members of the lower level staff. The first group will partici
pate in both courses.
 

IICA-CATIE, Turrialba, Costa Rica is one institution capable of conducting

this training.
 

Similar courses will be conducted successive~ly throughout the first two
 years of the project in order to reach most, if not all, of the technical personnel.

At the end of two years, Haitian personnel will be expected to assume the responsi
bility for any future training programs.
 

Selected technicians may be sent abroad for training-in special areas ofcompetence. This could include training in various technical specialties, such as
soil fertility. Another example of this type of training could include graduate

training in critical disciplines in which Haiti is totally lacking, such as plantpathology or entomology. It is recommended that one technician be sent to the Ru
ral University of Vicosa inBrazil for training in plant pathology. Special empha
sis on diseases of coffee and in particular coffee leaf rust can be obtained at
this institution at the master degree candidate level.
 

In addition, it is anticipated that ar Agricultural Credit Specialist willbe-assigned to the project during the first three years of the project-life (seeCREDIT section which follows), and a full-time, direct-hire USAID project manager
whose function will be to assist IHPCADE obtain external assistance on a timelybasis, to act on behalf of the lender as regards contracting for services and supplies, and who shall assist IHPCADE management meet the timetables and the output
goals for the project. 
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B. Establishment of Regional Centers 

A regional coffee center will be established in each of the five coffeeproducing Deparlments (Provinces). The centers will serve as headquarters forthe development program, as locations for the multiplication of new varieties andfor the applisation of research findings and demonstrations. The centers will also
be a central supply point for the marshalling of inputs, or for the marketing of
coffee. Technical personnel will work out from the centers, and the agricultural
credit organization will centralize its operations at the center.
 

C. Field Tests and Demonstrations
 

Te ts and demonstrations of new varieties, pruning techniques, planting
densities, shade reduction and the use of fertilizers will be established on the
properties of key farmers in the sub-areas served by the center. Special problems
such as the appear-ance of disease or ptsts, terracing to impede erosion, etc.,
will also be fielJ tested both at the Cernter and on farms in the area.
 

D. Soil Fertility Studies
 

Inorder that effective and economical recommendations for the application
of chemical fertilizer may be made to the farmers, it will be necessary to conduct
application and yield *rials on major soil types. Such trials must include soil
and foliar analysis. The TAB/North Carolina State Soil Test Contract will be called
upon to perform this service.
 

E.Disease and Insect Control
 

The occurrence of disease and insects will be monitored by field agents with
a 
view towards anticipating problems before they become epiphytotic. Varieties of
coffee that are resistant to the leaf rust have already been introduced to Haiti
and are being multiplied. Additional disease-resistant material will be introduced
as itbecomes available. The TAB Pest Management Project may be useful for this purpose.
 

F.Credit
 

Individual farmers, as well as groups of farmers, willrequire both short(production) and middle term (up to three years) credit to carry out the work ofrehabilitating coffee orchards, establishing new plantings, or improving process- -ing facilities. A credit division is to be established within IHPCADE. Though r4firm plan has yet been made concerning the organization of this section, preliminary discussionwith the Minister of Agriculture indicates that the present institution, BCA (Bureau of Agricultural Credit) within the Ministry will be either reorganized within IHPCADE to perform this service, or will be charged with the responsibility for the credit program, working parallel to the IHPCADE organization.It isagreed by all parties that the credit program should include the development
of rural cooperatives as quickly as possible, and that all credit activities befunneled through local conmunity action groups. 
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G. Marketing 
Given the history of depressed coffee prices at 	the far level and the needto 	develop greater price stability as an incentive factor, a price stabilizatiomechanism is included as an important component of the project. The importance ofreasonable production costs, and similar reasonable prices received by farmers fortheir coffee, have been cited as necessary conditions for the success of the program. Farmers cannot maximize returns from their coffee crops if they are forcedto sell at harvest time to liquidate previously incurred obligations to to provideinediate consumption capital.
 

One means by 	which farmers can attain their appropriate share of the FOB
price for coffee is to develop a marketing mechanism which will provide for a-floor
price and reduce extreme seasonal price fluctuations.tool to reduce price fluctuations between years 
A floor price serves as aand the reduction of seasonalfluctuations in price reduces commodity speculation within a 
given season.
 

In 1972-73 coffee export prices remained about the same from October through
February. Prices then moved up sharply (6%) in Februarymovement to a 	 and continued their upwardhigh of 17% in September. During the same period farm pricesfrom an average of 22¢ a 	 increased 
of the price increase is 

pound to 31-plus cents, or an increase of 42%. While some
fact that farmers 

a function of the cost of storage and seasonal supply, theare often forced to liquidate their supplies at 	spot prices doeslittle to encourage greater effort and investment to increase coffee production.
 
The marketing mechanism suggested is the establishment of a price stabilization fund which would be designed to provide both a floor price for farmers relativeto world market prices and to reduce unreasonable price fluctuations. It is the goalof the GOH to rely upon the private sector to continue carrying outfunction for coffee. The price stabilization mechanism, 	 the marketing

therefore,to have an immediate impact at the farm level. 
should be designed 

The stabilization fund could operate in a nubevbf ways. First, marketablesupplies could be held on farms following harvest as farmers were advanced 80% or
so of the market value of their commodity. This would reduce the government's requirement to construct extensive storage facilities, but would still provide theproducer with marketing alternatives. Secondly, the government could intervene directly into the marketing system when prices fall below a 
predetermined level.
Thirdly, the government could decree a floor price by mandate.
 
Agreement has been reached inprinciple between GOH and the USAID in respect
to 	the need for such a price stabilization mechanism.structure 	 Details for the operation andof 	the eventual system have not come to 	the development stage in this proposal.
 

H. 	Roads
 

The original 
IHPCADE proposal, from whichbeen at least partially derived, 	 the design for this project hasincluded fundscoffee-producing 	 for improving access-road,areas. 	 intoBy 	mutual agreement, thie-elementtaken out of the loan proposal. There are 	
of.the projett has beenseveral reasons for this including thefact that other donor assistance currently scheduled to the transportation network
will have some effect theon movement of 	coffee, although it is granted that thiswill benefit middlemen and exporters more than producers. 
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The construction and improvement of access roads is one way in which in
terested communities can help themselves with little or no outside assistance.
 
When the coffee project becomes operational following the establishment of the
 
retional centerg, GOH will furnish engineering assistance to those comunities
 
willing to link up with established road nets for the purpose of participating
 
in the project. In some cases, road building equipment may be available through
 
the Public Works Department. In other cases voluntary agency programs such as
 
HAlCO - CRUDE, to mention only two of many, can become useful tools for assist
ing isolated producers tie in to the national production progrm.
 

V. FINANCIAL PLAN 

A. Estimated Project Costs and Source of Funds (Thousands of U. S. Dollars) 

AID
 
ITEM Total Cost 	 C lO 

1. Establishment of 5 IHPCADE
 
centers S @$150,000 (includes
 
land, construction, equipment) 750 300 400 s0
 
2. (a)*Technical assistance
 
(to be grant funded)* 500* 500
 

(b)Training 150 	 75 25 50
 

3.Administrative support for
 
5 IHPCADE centers for 5 years ,S00 - - 500
 

4. Agricultural credit 
(lending capital) 2,500 - 2,000 500 

5. Stabilization fund for 
producers 	 2,000 - 1,500 500
 

Total Cost AID 	 Ci" 
GRAND TOTALS .................. $6,400,000 	 $4,800 000 $1,600,000 

(Loan 14,300,000) 
(Grant $ SO0,000)
$500,000 is to be 
grant funded for 
technical assistance 

The loan is to be made to the Government of the Republic of Haiti and repayments of 
the AID loan are to be made from general G1i- budgetary resources. While repayments 
possibly could be tied to coffee tax revenues, any such requirement might prove 
counterproductive in shifting the project balance and focus away from its primarily 
social orientation and more toward G0H revenue generation, e. g. such eanmarking 
could result in the raising of coffee tax rates to make AID repaymeits, rather than 
a lowering of tax rates. Further, every opportunity should be taken to support effots 
toward a consolidated GCM budget, instead of further specialaarmarking of revenues 
from coffee tax generat. 
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V. FINANCIAL PLAN (Continued)
 

B. 5-Year Annual Expenditure Plan (Thousands of U. S. Dollars)
 

o 7 II- . 111 a IV 7. 
AMl hul All ,A D1U A I AID u "
 

1. IHPCADE Development
 
Center 
 250 50 450
 

2.Technical Assistance 175 
 175 150
 

3.Training 
 75 25 25 25
 

4.Administrative Support

(Incremental) 
 so 75 
 125 125 


5. AgriculturiTl Credit 100 
 50 200 100 400 100 550 125 750 125

6. Stabilization Fund 
 50 50 200 10 300 100-" 450 i25 500 125
 

Sub-Totals 
 650 225 1050 300 850 325 1000 
375 1250 375-


Yearly Totals 
 $875 $1350 $1175 $1375 $1625
 

VI. BACKGROUND
 

One AID-financed project in northwestern Haiti, Rural Community Development
(HACHO) implemented by a contract with CARE, has provided a very limited amount of
assistance to small coffee farmers, mainly to provide them with seedlings, polydhylene sacks for use in nurseries, tools and insecticides. Where such assistance has
been provided by HACHO, it has served the principal purposes of soil conservation
by reforestation, but with a valuable additional cash earning tree crop.
 

USAID's current grant-funded project, Agriculture Development Support (Project
No. 521-15-190-069) is expected to provide current as well as future year technical
support to this proposed loan project. Elements anticipated under grant funding include training and technical assistance (two long-term contract and/or direct-hire
technicians incredit and project management plus an undetermined number of shortterm consultants in specialized fields as necessary. In addition two UNDP/FAO experts in coffee technology will be available from January 1, 1975 through the life
of the project). These inputs are expected to be directly related and integrally

supporting parts of the coffee loan project.
 

In the near future USAID's Loan No. 521-L-005 for the establishment and development of a road maintenance service in Haiti will bolster the feeder road network
throughout the country and thus will provide support for efforts to increase the
production and lower the costs of production of coffee.
 

125 



VII. FEASIBILITY
 

Agricultural Policy
 

The economic and political environment and the agricultural policy framework 
is estimated to be more conducive to increased coffee production at current prices 
than any time since the early 1950's. The improved environment is more a function 
of chance than by design. The single most important factor is the relatively re
cent increased world coffee price. The FOB price of coffee began to decline in the 
mid-1950's and continued to fluctuate in the sixties at a level of about 25% below 
the 1950 price level. In 1970 the FOB price was 94% of the 1950 price level but 
this moved upward to 106% by the 1972-1973 crop year. Taxes during the 1950-73 pe
riod rose almost 70%, and marketing margins increased as much as 100%. Thus the
 
farmers' share of the FOB price declined from 63% in 1950 to a low of 39* in 1969.
 
It is estimated that marketing margins are currently about 175% of the 1950 level
 
and the farmers' share of the FOB price is now slightly over 50%. As a result, pro
duction over the past twenty years declined and domestic consumption of total pro
duction tended to increase, leaving even less available for export. Exports in
 
1972-73 amounted to 323,000 sacks of 60 kilograms compared to over 500,000 in
 
1960.
 

The coffee marketing system is relatively free of government intervention par
ticularly at the farm level. Thus farmers, because of small volumes, difficult
 
road conditions, the lack of quality standards, the lack of significant political
 
power, and the absence of about everything else that would insure a farmer more 
sandardized marketing conditions, have few marketing alternatives.
 

The tax rate on coffee is reported to be one of the world's highest and re
gressive. Some of the regressive aspects of the tax structure were improved in 
the latest revision of August 1973,Lbut at November 1973 prices for coffee of 
$74.40, the ad valorem tax is higher than before. For example: 

FOB Price Export Tax as of Export Tax Previous To 
60-kilo sack August 2, 1973 August 2, 1973 

Washed Natural Washed Natural 

$ 40 $ 4.60 $ 8.60 $ 12.61 $ 16.38 

50 7.10 11.10 12.61 16.38
 

60 13.60 17.60 12.61 16.38 

70 14.00 18.00 12.61 16.38 

When FOB coffee prices are between $58.00 and $L9.00 per bag the revenue gAe
rated from either tax rate schedule is approximately the same. Dotrtm 
nate in favor of washed coffee, a product small farmers are producing less and 
of. It is reported Mt the GOH in revising the tax structure assumed that the am 
age price for coffee will remain at a level of $60.00 pe-' bag (60 kg.) and above Jh 

I/Made in trying to respond to IMF and IBRD suggestions.
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the future. Revenue generation as a function of the coffee ad valor=critical to tax is sothe GoH that, should lower prices return in the future, it is likelythat further revision in the law would be made to maintain revenue levels. Sinr4
farm price is a residual price, the new tax revision further reduces the farmers'share of the FOB price.
 

While it is too early to detect a definite upward trend inproduction as a
function of higher farm prices (21 cents per pound in 1970, 27 cents per pound in
1972-73 and 35 to 40 cents per pound in the first quarter of 1973-74) interviews
with a linited number of farmers, middlemen and exporters suggest that Haitimers are responsive to price. far-However, even ft prices of $123.92as compared per 100okg. sackto $102.00 in 1950. farmers are likely worse off with inflation and increased taxes, marketing costs and production-increasing inputs.
 
More recently the GOH has become more concerned about increasing purchasingpower, both in the city and in the countryside. Increasing purchasing power of
farmers is far more difficult than issuing minimum wage decrees for salary workers.There are several policies which are intended to assist agricultural development.
No import duties are levied against commodities used in agricultural production.For example, farm machinery and equipment, fertilizers, insecticides and so on,
have no import duties. The problem, of course, is that demand, because of the low
level of purchasing power of the agricultural sector and the general lack of credit is limited for such items. IHPCADE, during the 1972-73 coffee season-subsiized about 600 tons of fertilizer at a level of about half the $100/ton price offertilizers (15-10-20 analysis) selling in commercial establishments. With commercial fertilizers prices already at the $180/ton level without transportation costsadded IHPCADE cost per ton of fertilizer will double that of last year ifpolicy is to continue. While there is this 

a tax on gasoline, there isno reported
basic road tax where agricultural commodities would further be taxed. On the other
hand, there are few adequate roads over which to rapidly move agricultural commodities.
 

While there has been no basic improvement in agricultural policy to serve as
production incentive, the fact that farmers feel that they are relatively better
off as a function of higher farm prices is encouraging. While there noare extensive studies pertaining to the cost of coffee production, figures secured through
interviews suggest that farmers consider 25t per pound for natural coffee as thecost of production, using traditional practices. Since about half of the coffee
farmers farm two hectares or less, it is likely that reasonably little non-familylabor would be required to increase production. During most of the 1960's farmerswere receiving from 12 to 21 cents per pound and decreasing production. Currentprices zre reported in the upper 30's. Labor and other production costs are increasing but at uneven rates. While seasonal price fluctuations will likely continue without improved policy, indications are that farmers are holding back supplies in anticipation of higher prices.
 

While there are no detailed studies pertaining to theion, IHPCADE has made cost of coffee productsome estimates. These estimates have been modified as a result of a limited number of producer interviews to reflect more current prices.
It isparticularly important that a 
more in depth analysis be made of production
costs and a sensitivity analysis undertaken for both farm prices received by farmers
and fertilizer prices paid by farmers.
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The limited studies with respect to the cost of coffee production in Haiti
indicates that a coffee farmer using traditional practices has a relatively low
level of out-of-pocket costs on farm sizes approximately two hectares in size.

About half of Haiti's coffee producers fall into this category. Over the twohectare level the need for additional non-family labor increases, particularly

at harvest time.
 

Using recomended levels of fertilizers and other improved cultura' practices the need for additional non-family labor becomes even more of a 
necessity
for production-oriented activities other than at harvest, particularly on the
larger farms.In this case, the larger farms are described as a farm exceeding
approximately two hectares in size. Thus, the need for credit and profit expectations are likely to be somewhat different as farm size increases.
 

While the average yield, using traditional practices is around 250 kgs. per
hectare, demonstrated performance on the part of a 
few farmers suggests that
yields can be increased to 700-1000 kgs. per hectare with improved practices and
applications of fertilizers of about one ton per hectare. Some farmers claimedproduction levels of 2,500 to 3,000 kgs. per hectare.
 

IHPCADE has been subsidizing coffee farmers fertilizer purchases at $50.00per ton. During the 1972-73 season, farmers were paying $50.00 per ton for fertilizers applied to coffee. Recently commercial fertilizer costs have doubled.Other costs are increasing, but at varying rates. Credit to rehabilitate or expand coffee plantings is not available to most coffee farmers even though they

may want to capitalize on higher coffee prices.
 

The average coffee producer at a 35¢ US per pound farm price is receiving
around $192.50 per hectare for his crop. TIhis compares to $148.50 in 1972-73 and
$115.50 in 1970 for the 
same size crop. His cost of production is estimated for
computation purposes at about $100 per hectare or 18€ per pound, some 7*under
the 25* indicated by farmers interviewed. The difference may well represent his
reservation price before making additional investments in coffee. It isevident
that when farm price was under 20* per pound little investment was being made by
the private sector to increase coffee production.
 

A preliminary analysis of the economics of coffee production using recommended levels of fertilizers and improved practices suggests that fertilizer price
levels are and will be extremely significant. The more family labor is employed,
the lower will be the out-of-pocket cost associated with increasing production.
 

Analysis of the cost of planting one new hectare of coffee and bringing theland into full production at the fifth year is estimated at $1564 if fertilizer
cost $200 per ton and $1214 at fertilizer costs of $100 per ton. Return over the
same period at an average of 35* per pound at the farm level would amount to
$1540. This compares to a systematic replacement of an old stand of coffee tree
over apperiod of eight years. Estimated costs are $2243 at fertilizer prices of
 

http:farms.In
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$200 and $1801 at $100. Returns would be about $30S7. A third alternative isthe
rehabilitation of existing coffee trees over a five-year period. Cost estimtes
were calculated at $1250 per hectare at $200 per ton fertilizer prices and $79S
pt $100 per tqn. Income at 30t per pound would amount to $1709.
 

Finally it should be noted that there are probably no acceptable alternatives
 uses of land or labor in the major coffee-producing areas. Coffee production is
practiced on steep slopes that are unsuitable for row crop production. Although
these same areas may be planted to such tree crops as mangos or bananas, these
products are already available in abundance and are perishable. Coffee, then, because of its keeping qualities and because a ready market exists, is the best

appairent use of local land resources and available labor.
 

In practice full annual applications of insecticides will not likely be made.
New drying floors would not necessarily be constructcd for many already exist.
Equipment could be rented in some locations rather than purchased, and so on. A
return to land and labor was also included in the above calculations which apparently are seldom considered in the decision-making process of Haitian farmers.
 

Looking now only at the cost of fertilizer and additional labor associated
with incremental increases in production, the greatest returns are shown for the
practice of systematic replacing 1/5 of the production each year, the second
greatest to new plantings and the lowest to the rehabilitation of existing plant
ings.
 

Returns per dollar investment in fertilizers (including additional harvesting la
bor requirements)
 

Fertilizer 
 All New Plantings System Replacement Rehabilitation
Cost/Ton Farmprice Farmprice Fanrprice$.35/lb. $.45/lb. 
 $.35/lb. $.45/b. 
 $.35/lb. $.4/lb.
 

$ 200 .22 
 .57 
 .66 1.13 
 .21 .02
 

$ 100 1.32 1.98 2.12 3.01 .54 .98
 

It becomes very apparent that at best tw ritica]-.elefe, ts in the profitableness of the proposed production package is the level at which the priceof-:FertjUizers will be stabilized and the price-paid to farmers. Any shrinkage of the farmers'
share of the FOB price could well endanger the number of farmers participating in
the program.Further, the use of inputs of the levels proposed strongly suggests
that unrealistic seasonal price fluctuations to farmers will need to be reduced
through some form of a price stabilization program. 

THPCADE, the Department of Agriculture's specialized agency primarily responsible for project execution, has the essential institutional framework necessary
to carry out an effective program. Its technical staff is familiar with its primary product, coffee, and has 
been trained at respected technical schools, including CATIE. 
 Its field staff is located in the rural. areas and are presently actively engaged in fertilizer sales, nursery development, and technical assistance
to individual small farmers and farmer groups. They work closely in joint projects
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undertaken by the rural community action councils, and the community action agency

(ONAAC). It is anticipated that close coordination will be maintained with ONAAC
 
and wherever community action councils are operating in project areas, considera
tion will be given as to how beat to utilize such councils and complement their
 
activities. While the technical assistance capabilities of the DARNDR assisting

iHPCADE are somewhat limited, the project expects to adequately train those DARNDR

personnel working in coffee. Thus, adequately trained people are expected to be in

place to provide the technical assistance necessary to accompany the agricultural
 
credit.
 

IHPCADE also performs regulatory activities in addition to its extension program. It makes determinations of adequate producer price levels and disseminates
 
this information both to the producers and the coffee industry, although limited
 
resources have hampered its effectiveness in this regard. 
 Under a 1970 law IHPCADE

has been empowered to purchase up to 20% of coffee production to protect the small
 
farmer from middleman abuses but there have not been funds to take action to car,y
 
out such market intervention activities.
 

While IHUADE ra presently engaged in limited sales of fertilizer on a credit
basis, it does not now have the capacity to execute a credit program of the dimern
sions described. The rOH has proposed two alternative schemes to provide this capa
city, both of which involve the BMreau of Agricultural Credit (BCA), also an agency

of the DARNDR. BCA is 
one of the two agencies involved in small farmer production

credit at this time. Its program is essentially moribufid. This situation has been
 
attributed to various factors including lac,."&.eapital (last capital inputs were
 
made in the early 1960's), 
lack of operating funds, and the numerous agricultural

disasters of the last decade. In any case, ti 
 .ognacy.aaraa.experien"4 staff *n
 
small farmer production credit and though its past programs showed poor collection
 
records, its recent record has been better, albeit on a small portfolio. It is pro
posed that BCA either open a separate credit window for coffee producer activities
 
using the present organizational framework, or be absorbed into IIPCADE as a cre
dit division, in either case operating under IHPCADE's direction. BCA personnel

would therefore be dealing with a single crop and with farmer groups rather than
 
handling too many crop types and too many individual farmers. The GOH intends to
 
give careful thought to credit mechanism design for the coffee production program

and will prepare final recommendations in this regard.
 

VIII. ENVIRONMENTAL CONSIDERATIONS
 

The implementation of this project will produce positive environmental coil
sequences. The establishment of new coffee plantings and the improvement of exist
ing plantings on steep slopes will reduce to a considerable extent the serious
 
soil erosion in coffee areas of Haiti. 
 The improved management practices resulting

from this project, e.g. proper spacing, weeding, replanting of old plantings,

pruning and thinning, will have the positive effect of fostering vigorous growth

of root systems which hold the soil and provide dense hLViage which will break

the force of rain, thus reducing possibilities of soil erosion and water runoff.
 
Deep root penetration into the soil will recapture soil fertility nutrients be
fore they are leaked too deeply into the soil by rains.
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The only possible negative effects of this pr9ject q the evi.ozngt

be the remote possibility of some incidences of harm to human beings if inS6J 
cides or fungicides are grossly mishandled during transport or application. JJl
 
materials to be used, i.e. malathione, chlorodane and copper oxides, are awq

the sanfst agricultural chemicals. There are no negative environmental effects 
from the use of fertilizers at the rates anticipated.
 

IX.OTMER DONORS
 

Since 1967, the UNDP/FAO project in the southern peninsula (Cayes area)hs in.
 
cluded a certain amount of technical and material assistance to coffee growers.

UN technicians working on the UNDP/FAO agricultural project in the Port-de-Paix
 
area of northern Haiti also provide some advisory assistance to coffee growers,

although this is not a formal part of the project. The Instituto Inter-Americano
 
de Ciencias Agricolas (IICA), has provided some advisory ard evaluation services
 
to 1IIPCADE, and helped to develop its Five-Year Plan. As part of the approved

Five-Year UNDP Country Puogram, FAO is planning to provide two coffee technicians
 
in the near future to assist in coffee production. AID anticipates their coopera
tion in assisting in project implementation where their capabilities are most
 
appropriate. The Venezuelan Government has made some± 
initial soundings as to the 
possibility of providig Haiti with a fertilier mi,.ing plant.

Other donors, such as the IDB, have expres-ed interest in developing agricul
tural sector projects primarily in areas such as livestock and irrigatLon. Gene
rally speaking, emphasis from other donors ha:i been on transportation, with road
constmuction projects in the southem aund northern parts of the country to be 
financed by the IDB IBRD and the French
 

all of %hich will pro de some indirect but important support
for this project by facilitating marketing Fur
ther, the TBRD is considering financing a national transportation survey which 
will serve to identify high priority highway and fec;der road projects and, hope
fully, lead to their early improvement.
 

X. ISSUES 

1. Given that Haiti is the only least developed country in the Western Hemis
phere, the minimum percentage (25%) of host government project financing should
 
be allowed.
 

2. In view of the fact that crop diversification was not determined appropriate

for inclusion in this coffee sub-sector project, consideration should be given to
,'support initial food production programs under the Agricu.tural Development Support

Project, as proposed in the PROP submission of November 1973. Such an approach is
 
responsive to the identified problem of general malnutrition, as well as possible
 , inflationary effects of increased domestic revenue generated by coffee-related acti
vities at the local level, with no commensurate increase in supply of foodstuffs.
 

3. In view of worldwide shortages of ftrtilizer and its importance to this pro
ject, there must be reasonable assurances that Haiti can be supplied with project


.,needs for fertilizer of the quantity, type and at the time prescribed. Can this be 
~ monstrated during intensive review? 
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4. The Stabilization Fund will prove its worth inits first two years of opera.tion or notat all. Can we structure the loan so that after two years a joint AID/
GOlf review of all loan activities can Uetermine which of the two major financial
activities (credit or stabilization) has been most effective$ and allow realloca.
tion of resources accordingly?
 

5.The analysis relating to the feasibility of this project indicates that the
producers are presently receiving 55% of each coffee dollar and further indicates
that recent increases in production are apparently a favorable reaction to rising
orld market prices. Given these indications,
study of the GOH 

is thL,!the time to require a newtaxing policies as they relate to discouraging coffee production? 

Xl. INI NSIVE REVIEW PROCEDURES 

If the review of this proposal in AID/IV in mid-February 1974 results in authorization for USAID/Haiti to proceed with the intensive review process, such workis planned to be completed by May 15, 1974. Further TDY assistance is anticipated
for a loan officer, an agricultural specialist and a 
credit/marketing specialist
(all with French-speaking capabilities) for a 
period of three weeks each and preferably at the same time.
 
'heir scope of work will 
be to assist the officials of IHPCADE and DARNDR to
 

finalize numerous project details including:
 

(a)Selection of the physical sites in five districts for the IHPCADE centers.
 
(b)Determination of additional persMnnel requioemnents for IIHICAI)E. 
(c) Development of types, duration and content of training courses. for coffee

technology, credit methodology and acninistrative procedures. 
(d)Development of plans for the establishment construction and equipping of 

five TItPCADE centers.
 

(e) Determination of commodity requirements and methods of procurement, 

of additional budget requirement for 

ing that adequate fertilizer stocks will be available. 
assur

(f)Estimation of credit requirements 
time. 

for target areas by type, quantity and 

(g)Assistance to GOH in determination 
overall operations of the project.
 

(h)Establishment of initial.guidelines for utilization of the price stabili;.
.tionfund to assure that adequate monetary contingincies exist but that large slms
of money do not remain idle: and the identification of technical assistance requirements necessary for managementtruc ture. of sucl a fund and analysis of the coffee tax 
(i)Determination that an agricultural credit institution is adequately int.grated and in place or inprocess of being formed by DAJZNDR or IHPCADE, with authority and responsibility to perform the credit disbursement/collection/control ftmctions which are an essential element of the project. If changes in the existing
laws are necessary to assure proper functioning of this entity, such changes should
be identified and described.
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(j) Completion of further studies or compilation of any information
 
flied by AID/W as lacking in this proposal.
 

IHPCADE will be expected to play an essential role in performarce of the 
intensive review. Itwill serve to gather necessary data, will assume resplMi.
bility to initiate any new legislation and will coordinate overall efforts of
the intensive review process itself with thotssistance of USAID and TDY person
nel. The mutually agreed project details developed by the intensive review will
be incorporated into the CAP which is expected to be completed and submitted to 
AID/W by early June 1974. 

XII. PROJECT CWrTEE 

Leroy H. Rasmussen, Rural Development Officer 
C. Raymond Douglass, General Engineering Officer
 
John T. Craig, Program Officer
 

Port-au-Prince 
February 5, 1974 
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LOAN AGREEMENT dated, JULY 30, 1974, between
THE REPUBLIC OF HAITI ("Borrower") and THE UNITED STATES OF AMERICA,

acting through THE AGENCY FOR INTERNATIONAL DEVELOPMENT ("A.I.D."). 

ARTICLE I
 

The Loan
 
SECTION 1.01. 
 The Loan. A.I.D. agrees to lend to the
Borrower in furtherance of the Alliance for Progress and pursuant


to the Foreiqn Assistance Act of 1961, 
as amended, an amount not to
exceed SIX MILLION UNITED STATES DOLLARS ($6,000,000) ("Loan") to
assist Borrower in carrying out the Project referred to in Section 1.02.
The Loan shall be used exclusively to finance the United States dollar
costs of goods and services required for the Project ("Dollar Costs")
and local currency costs of goods and services required for the Project

("Local Currency Costs"). 
 Except as A!I.D. may otherwise agree in
writing, the amount of the Loan used to finance the Local Currency Costs
shall 
not exceed the equivalent of Five Hundred and Fifty Thousand

United States Dullars ($550,000). 
The aggregate amount of disbursements
 
under the Loan is hereinafter referred to as "Principal".
 

SECT13NI.02. 
Theoject. The Project shall consist of a
program designed to increase the income and standard of living of the
Haitian small farmer through the increased production of a higher grade
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of coffee. 
The Project seeks to establish an overall delivery system
 

consistinq of two basic elements 
-
(1)the provision of fertilizer,
 

credit and training and (2)the construction and equipping of rural
 

Operations Centers. 
 The Project is more fully described in Annex 1
 
attached hereto, which Annex subject to the exception noted in Section
 
4.02 (a)inframay be modified inwriting. 
The goods and services to
 
be financed under the Loan shall be listed in the implementation
 

letters referred to in Section 9.03 ("Implementation Letters").
 

SECTION 1.03. 
Use of Funds Generated by Other United States
 
Assistance. Borrower shall 
use for the Project, in lieu of any United
 

States dollars that would otherwise be disbursed under the Loan to
 

finance Local Currency costs of the Project, any currencies other than
 

United States dollars that may become available to Borrower after the
 
date of this Agreement in connection with assistance (other than the
 

Loan) provided by the United States of America to Borrower to the extent
 
and for the purposes that A.I.D. and Borrower may agree inwriting.
 
Any such funds used for the Project shall reduce the amount of the Loan
 
(to the extent that it shall not then have been disbursed) by an equivalent
 

amount of United States dollars computed, as 
of the date such currencies
 
are used for the Project, at the rate of exchange yielding the greatest
 
number of gourdes per dollar which, at the time of such use, is not unlaw

ful in Haiti.
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ARTICLE II
 

Loan Terms 
SECT,'ION 2.01. Interest Borrower shall pay to A.I.D. 

Interest which shall accrue at the rate of two percent (2%) Per annum 
for ten (10) years following the date of the first disbursement here
under and at the rate of three percent (3%) per annum thereafter on 
the outstanding balance of Principal and on any due and unpaid interest. 
Interest on the outstanding balance shall 
accrue from the date of each
 
respective diroursement (as such date is defined in Section 7.04), and 
shall be computed on the basis of a 365-day Year. Interest shall be 
payable semi-annually. 
The first payment of interest shall be due and
 
payable no later than six (6) months after the first disbursement here
under, on a date to be specified by A.I.D. 

SECTION 2.02. Repayment. Borrower shall repay to A.I.D.
 
the Principal within forty (40) 
 years from the date of the first
 
disbursement her-under insixty-one (61) approximately equal semi
annual installments of Principal and interest. The first installment
 
of Principal shall be payable nine and one-half (9 1/2) years after
 
the date on which the first interest payment isdue in accordance with
 
Section 2.01. 
 A I.D. shall provide Borrower with an amortization
 
schedule in aciordance with th s 
Section after the final disbursement
 

under the Loan.
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SECTION 2.03. Application, Currency and Place of Payment. 

All payments of interest and Principal hereunder shall be made in 
United States Dollars and shall be applied first to the payment of
 
interest due and then to the repayment of Principal. Except as A.I.D. 
may otherwise specify in writing, all such payments shall be made to 
the Agency for International Development (A.I.D.), Cashier (SER/CONT), 
Washington, D.C. 20523, United States of America. Payment shall be
 

deemed made when received.
 

SECTION 2.04. Prepayment. 
 Upon payment of all interest and
 
refunds then due, Borrower may prepay, without penalty, all 
or any part
 
of the Principal. Any such prepayment shall be applied to the install

ments of Principal in the inverse order of their maturity.
 

SECTIGN 2.05. Renegotiation of the Terms of the Loan.
 
In the light of the undertakings of the United States of America and
 
the other signatories of the Act of Bogota and the Charter of Punta
 
del Este to forge an Alliance for Progress, the Borrower agrees to 
re
negotiate with A.I.D., at such time or times as A.I.D. may request, an
 
acceleration of the repayment of the Loan in the event that there is 
any significant improvement in the internal and external economic and
 
Financial position and prospects of the Republic of Haiti, taking into
 
c.'nsideration the relative capital requirements of the Republic of Haiti 
and of the various signatories of the Act of Bogota and the Charter of
 

Punta del Este.
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ARTICLE III
 

Conditions Precedent to Disbursement
 
SECTION 3.01. 
 Conditions Precedent to Initial Disbursement.
 

Prior to the first disbursement or to the issuance of the first Letter 
of Commitment under the Loan, Borrower shall, except as A.I.D. may
otherwise agree in writing, furnish to A.I.D. in form and substance 
sitisfactory to A.I.D.:
 

(a) An opinion of the Secretary of State of Justice of 
the Republic of Haiti, or other counsel acceptable to
 
A.I.D. that this Agreement has been duly authorized
 
and/or ratified by and executed on behalf of, the
 
Borrower and that itconstitutes a 
valid and legally
 
binding obligation of the Borrower inaccordance
 

with all of its terms; 
(b) A statement of the names of the persons helding
 

or acting in the Office of Borrower specified in 
Section 9.02, and a specimen signature of each
 
person specified in such statement. 
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SECTION 3.02. Conditions Precedent to Additional Disbursement. 

Prior to any disbursement or to the issuance of any Letter of Commitment 
under the Loan other than in connection with ofan initial disbursement 
$100,000 for equipment and $75,000 for fertilizer, Borrower shall furnish 
in form and substance satisfactory to A.I.D.: 

(a) Evidence that Borrower has established an account 
inthe National Bank of Haiti for the deposit of
 
Borrower's counterpart contribution to the Project
 
.nd for A.I.D.'s Local Currency Costs disbursements
 

("Project Account"). 
(b) Evidence that Borrower's first contribution to the
 

Project has been deposited in the Project Account in
 
an amount no less than one-half of the Borrower's
 
first year counterpart contribution inaccordance with
 
the Project's financial plan as set forth inAnnex 1,
 

attached hereto.
 
(c) Evidence that (I)a 
separate revolving fund has been
 

established within the Bureau of Agricultural Credit
 
("BCA") and i) one-half of said fund's first year's
 
estimated cash credit requirements as set forth in
 
Arnex 1,has been deposited therein.
 



-7
(d) Evidence that the Haitian National Institute for
 

Coffee Promotion ("IHPCADE") has entered into a
 
formal institutional agreement with BCA outlining
 
the responsibilities of said institutions for
 
carrying out the Project, and in particular setting
 
forth, inte....r alia, 

() the rules and regulations governing the fertilizer
 

credit and cash credit programs;
 
(ii) sub-borrower eligibility requirements and the 

terms and conditions of cash and fertilizer sub
loans (including maximum terms and amounts);
 

(iii)the maximum amounts and terms of the subsidy
 
components of fertilizer credits to small farmers; 

and,
 
(iv)a 
proposal for the establishment of a 
system for
 

the Drocessing and administration of bad debts.
 
(e) A time-Dhased implementation plan for the first year
 

o, the Project, setting forth inter alia., the procedures
 
and regulations to be followed for the purchase, control
 
and distribution of fertilizer and equipment procured
 

for the Project.
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(f) Evidence that suitable sites for the construction of 

the Operations Centers have been selected.
 
(g) Evidence of the establislment of a
Coordinating Committee
 

for the Project comprised of representatives of: 
M1) 
 The Department ot Agriculture Natural Resources
 

and Rural Development ("DARNDR"), 

(ii)IHPCADE,
 

(iii)BCA,
 

kiv) CONADEP
 

(v) A.I.D., and
 
(vi) such other representatives as 
Borrower and A.I.D.
 
shall mutually agree to include.
 

SECTION 3.03. 
 Condition Precedent to Construction of
 
Operations Centers. 
 Prior to any disbursement or to the issuance of
 
any letter of commitment under the Loan for the construction of the 
Project's Oneratlons Centers, Borrower shall, except as A.I.D. may

otherwise 
agree inwriting, furnish to A.I.D. in form and substance
 
satisfactory to A.I.D.:
 

(a) A time-phased implementation plan for the construction
 
and use of the Operations Centers with provision for,
 
inter alia,
 

i) the recruitment of additional personnel to staff
 
and administer said Onoerations Centers;
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(ii)the efficient coordination of the activities
 

and resource utilization of BCA's and IHPCADE's
 
present regional offices with those of the 
new
 
Operations Centers; and, 

(iii)the construction and/or improvement and maintenance
 
of rural roads to connect the Operations Centers
 
with the existing road networks and the Project's 
Drimary coffee producing areas. 

SECTION 3.04. 
Conditions Precedent for Construction of
 
any Particular Operations Center. Prior to any disbursement, or
issuance of any Letter of Commitment 

the
 
under the Loan for the construction 

of any particuler Operations Center, Borrower shall, except as A.I.D.
 
shall otherwire agree in writing, furnish to A.I.D. in form and sub
stance satisfactory to A.I.D.: 

(a) Evidence that the Borrower has acquired clear legal
 
title to the land upon which the Operations Center
 

is 
to be constructed.
 

(b) An executed contract for the construction of the
 
Operations Center with a 
firm acceptable to A.I.D.
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SECTION 3.05. 
 Terminal Dates for Meeting Conditions
 

Precedent to Disbursement. 

(a/ If all of the conditions specified in Section 3.01 
shall not have been met by November 1, 1974 or such 
later date as A.I.D. may agree to in writing, A.I.D. 
at its option, may terminate this Agreement by givir. 
written notice to the Borrower. 
Upon the giving of
 
such notice, this Agreement and all obligations of
 
the parties hereunder shall terminate.
 

(b) If all of the conditions specified in Section 3.02
 
shall 
not have been met by May 1, 1975 or such later
 
date as A.I.D. may agree to inwriting, A.I.D., 
at its
 
option, may cancel the then undisbursed balance of the
 
amount of the Loan and/or may terminate this Agreement
 
by giving written notice to 
the Borrower. 
In the event
 
of a termination, upon the giving of notice, the 
Borrower shall immediately repay the principal then
 
outstanding and shall pay any accrued interest and,
 
upon receipt of such payments in full, this Agreement 
and all obligations of the parties hereunder shall
 

terminate. 
SECTION 3.06. Notification of Meeting of Conditions Precedent
to Disbursement. 
A.I.D. shall notify the Borrower upon determination by


A.I.D. that the conditions precedent to disbursement specified in
 
Sections 3.01, 3.02, 3.03 and 3.04 have been met.
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ARTICLE IV
 

General Covenants and Warranties
 

SECTION 4.01. Execution of the Project.
 
(a) Borrower shall carry out the Project with due diligence
 

and efficiency, and in conformity with sound engineering,
 
construction, financial, administrative, planning and
 
nanagement practices. 
 In this connection, Borrower shall
 
at all times employ suitably qualified and experienced
 

consultants and other personnel for the Project. 
(b) Borrower shall cause the Project to be carried out in 

conformity with all of the plans, specifications, contracts, 
schedules, rules,regulations, and all other arrangements, 
and with all modificktions therein, approved by A.I.D.,
 

pursuant to this Agreement. 
SECTIO14 4.02. 
 Borrower Counterpart Contribution
 

(a) Borrower covenants that during the course of the Project,
 
Borrower shall contribute the equivalent of two million 
United States dollars ($2,000,000) in cash in addition to 
th.ose funds normally received by IHPCADE and BCA for their 
annual budgetary allotments as referenced in Section 5.01, 
'nfra. Said $2,000,000 shall be made available for the
 
Project in installments (at least one per year) over a 
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five year period, to commence on the date of compliance 
with the conditions Precedent specified in Section 3.02 
herein, and in amounts no less than those specified in 
the column denoting Borrower's annual counterpart 

contributions inthe financial summary contained in 
Annex 1 attached hereto, which said column is hereby 
incorporated by reference and ma e a part hereof. 

(b) Borrower shall provide promptly as needed all funds,
 
in addition to the Loan, required for the punctual and
 
effective carrying out of the Project.
 

SECT:ON 4.03. 
Continuing Consultation. 
Borrower and A.I.D.
 
shall cooperate fully to assure that the purpose of the Loan will be
 
accomplished. 
To this end, Borrower and A.I.D. shall from time to
 
time, at the request of either party, exchange views through their
 
represent tives with regard to the progress of the Project, the per
formance by Borrower of its obligations under this Agreement, the
 
performance of the consultants, contractors, and suppliers engaged
 
in the Project, and other matters relating to the Project. 
The effect
 
of the Project on 
the natural environment shall be taken into consider
ation prior to and during the implementation of the Project, and Borrower
 
and A.I.D. shall cooperate to minimize any harmful effects upon the
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Without limitation upon the foregoing, Borrower
and A.I.D. will carry out an annual review of the Project during the
 
period of disbursement under the Loan.
 

SECTION 4.04. 
Mnement. The Borrower shall provide
qualified ana experienced management, acceptable to A.I.D. for the Project
and it shall train such staff as may be appropriate for carrying out the
 
Project.
 

SECTION 4.05. 
Operationand anagement. 
Borrower shall carry
out and maintain the Project in conformity with sound engineering, financial, administrdtive, agricultural, and construction practices, and in
such manner as to insure the continuing and successful achievement of the 
purposes of the Project. 

SECTION 4.06. 
 Taxation. 
 This agreement, the Loan and any
 evddence of indebtedness issued in connection herewith shall be free from,
and the Principal and interest shall be paid without deduction for and
free from, any taxation or fees imposed under the laws in effect within
Haiti. 
 To the extent that (a)any contractor, including any consulting
firm, any personnel of such contractor financed hereunder, and any property
or transactions relating to such contracts, financed hereunder and (b)
any commodity procurement transaction financed hereunder, are not exempt
from identifiable taxes, tariffs, duties, and other levies imposed under
laws in effect in Haiti, Borrower shall, as 
and to tine extent Prescribed
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in and pursuant to Implementation Letters, pay or reimburse the same 
under Secticn 4.02 of this Agreement with funds other than those 
provided under the Loan.
 

SECTION 4.07. Utilization of Goods and Services.
 

(a) Goods and services financed under the Loan shall be
 
used exclusively for the Preject, except as A.I.D.
 

may otherwise agree in writing. Upon completion of
 
the Project, or at such other times as 
goods financed
 

under the Loan can no longer be usefully employed for
 
the Project, Borrower may use or dispose of such goods
 

in such manner as A.I.D. may agree to in writing prior 

to such use or disposition.
 

(b) Except as A.I.D. may otherwise agree in writing, no
 

goods or services financed under the Loan shall be
 

used to promote or assist any foreign aid project or
 
activity associated with or financed by any country not 
included in Code 935 of the A.I.D. Geographic Code Book 
a5 in effect at the time of such use.
 

SECTION 4.08. 
Disclosure of Material Facts and Circumstances.
 
Borrower represents and warrants that all facts and circumstances that
 
it has disclosed or caused to disclosed to A.I.D. in the course of
 
obtaining the Lorn are accurate and complete, and that it has disclosed
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to A.I.D., accurately and completely, all facts and circumstances that
 
might materially affect the Project and the discharge of its obligations
 
under this Agreement. The Borrower shall promptly inform A.I.D. of any
 
facts and circumstances that may hereafter arise that might materially
 
affect the Project or the discharge of the Borrower's obligations under
 

this Agreement, 

SECTON 4.09. Commissions, Fees, and Other Payments.
 

(a) Borrower warrants and covenants that in connection with
 

obtaining the Loan, or taking any action under or with
 

respect to this Agreement, it has not paid, and will not 
pay or agree to pay, tonor the best of its knowledge 
has there been paid nor will there be paid by any other 
aerson or entity, commissions, fees, or other payments 

of any kind, except as regular compensation to the
 
Borrower's full-time bona fide professional, technical,
 

or comparable services. 
 The Borrower shall promptly reDort
 
to A.I.D. any payment or agreement to pay for such bona
 
fide professional, technical, or comparable services to
 
which it is a party or of which it has knowledge (indi

cating whether such payment has been made or is to be made 
un a contingent basis), and if the amount of any such 
payment is deemed unreasonable by A.I.D., 
 the same shall
 
be adjusted in 
a manner satisfactory to A.I.D.
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(b) Borrower warrants and covenants that no Payments have
 

been or will be received by Borrower, or any official
 
of Borrower inconnection with the procurement of goods
 
and services financed hereunder, except fees, taxes, or
 
similar payments legally established inHaiti.
 

SECrION 4.10. Maintenance and Audit of Records. Borrower
 
shall maintain, or cause to be maintained, inaccordance with sound
 
accountinq principles and practices consistently applied, books and
 
records relating both to the Project and to this Agreement. Such books 
and records shall, without limitation be adequate to show: 

(a) the receipt and use made of goods and services
 

acquired with funds disbursed pursuant to this 
Agreement; 

(b) the nature and extent of solicitations of prospective 
suDpliers of goods and services acquired; 

(c) the basis of the award of contracts and orders to
 
successful bidders; and
 

(d) the progress of the Project. 
Such books and records shall be regularly audited, inaccordance with
 
sound auditing standards, for such period and at such intervals as 
A.I.D.
 
may require ai.d shall be maintained for five years after the date of the 
last disbursement by A.I.D. or until all sums due A.I.D. under this 
Agreement have been paid, whichever date shall first occur.
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SEC'ION 4.11. 
 Reports Borrower agrees to furnish to A.I.D.

such information and reports relating to the Loan and to the Project 
as A.I.D. may reasonably request.
 

SECTION 4.12. 
 Inspections* 
The authorized representatives of
A.I.D. shall have the right at all 
reasonable times to inspect the Project

sites, the utilization of all 
goods and services financed under the Loan,

and Borrower's books, records, and other documents relating to the Project

and the Lean. 3
orrower shall cooperate with A.I.D. to facilitate such

inspections and shall permit representatives of A.I.D. to visit any Dart
 
of Haiti for any purpose relating to the Loan.
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ARTICLE V
 

Special Covenants and Warranties
 

SECTION 5.01. 
 IHPCADE and BCA Budget. Borrower covenants
 
that during the course of the Project, IHPCADE and BCA shall receive
 
as their normal, annual budgetary allo*ments no less than those
 
amounts received by each from Borrower's 1973-74 fiscal year budget.
 

SECTION 5.02. Borrower Coffee Study. 
Borrower covenants
 
to carry out during the first year of the Project a study of the
 
impact of (i)current coffee tax rates in Haiti, and (ii)world market
 

rrices 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.
 

SECTION 5.03. BCA Revolving Fund and Administration Thereof.
 
Borrower shall assure that BCA 
 (i) deposits all repayments and interest 
from credits of cash and fertilizer extended under the Project into a 
seDarate revolving fund, (ii)maintains said fund for a period of at 
least ten (10) years from receipt of the first repayment of said credits,
 
and (iii) maint,;ins the administration and accountability for the
 
fertilizer and cash credit elements of the Project separate from its
 

other operation3. 
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SECTION 5.04. 
Farmer Producer Price for Coffee.
 
Borrower covenants to take 
 all measures to insure that
 
the price of coffee received by the coffee farmer producer shall not
 
fall below fifty percent (50%) of the Haitian export price for Coffee.
 

SECTION 5.05. 
Periodic Reviews and Evaluations.
 
Borrower covenants to conduct periodically with A.I.D., and at least
 

once a 
year from the date of the first disbursement, a review and
 
evaluation of the progress of the Project, including past and proposed
 
programming and allocation of Borrower's counterpart contributions to
 

the Project.
 

SECTION 5.06. 
 BCA Delinquent Loans. 
 Borrower Covenants to
 
establish and maintain within the BCA a 
separate loan delinquency file
 
as 
part of an overall system for the processing, ageing and collection
 

of delinquent loans.
 

SECTION 5.07. 
Project Credit Priorities. 
 Borrower covenants
 
to give Driorit,, in the granting of fertilizer and cash credit to the
 
Agricultural Credit Societies ("SAC's") and use its best efforts to
 
encourage the formation of additional SAC's with a view toward their
 
eventual growth and transition into agricultural cooperatives.
 

SECTION 5.08. 
Small Farmer Coffee Producers. Borrower
 
covenants to use its best efforts to implement the Project in such a
 
nanner as to assist the greatest number of small 
farmer coffee producers.
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ARTICLE VI
 

Procurement
 
SECTION 6.01. Procurement from Selected Free World Countries.
 

Except as A.I.D. may otherwise agree inwriting, and except as provided

insub-section 6.09 (c)with respect to marine insurance, disbursements 
made pursuant to Section 7.01 shall be used exclusively to finance the
 
procurement for the Proje-t of goods and services having their source
 
and origin in countries tncl ded inCode 941 of the A.I.D. Geographic
 
Code Book as 
ineffect at the time orders are placed or contracts are
 
entered into for such gogds and services ("Selected Free World Goods
 
and Services",. 
All ocean shipping financed under the Loan shall have

both its snurco and origin in countries included in Code 941 of the 
A.I.D. Geographic Code Book as 
ineffect at the time of shipment.
 

SECTICN 6.02. 
Procurement from Haiti. 
 Disbursements made
 
pursuant to Section 7.02 shall be used exclusively to finance the 
 procure
ment for the Project of goods and services having both their source and
 
origin in Haiti.
 

SECTION 6.03. Eligibility Date. Except as A.I.D. may
otherwise agree inwriting, no goods or services may be financed under
 
the Loan which are procured pursuant to orders or contracts firmly
 
placed or entered into prior to the date of this Agreement.
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SECrION 6.04. 
Goods and Services not Financed Under Loan.
Goods and services procured for the Project but not financed under theLoan, shall have their source and origin in countries included inCode
935 of the A.I.. Geographic Code Book as in effect at the time orders 

are placed for such goods and services.
 
SECTION 6.05. Impementation of Procurement Requirements.The definitions applicable to the eligibility requirements of Sections
6.01, 6.02 and 6.04 will be set forth indetail in Implementation
 

Letters.
 

SECTIGN 6.06. 
Plans, Scifications and Contracts.
 
(a) Except as A.I.D. may otherwise agree inwriting, the
 

Borrower shall furnish to A.I.D. promptly upon
 
preparation, all plans, specifications, schedules,
bid documents, contracts and all other arrangements
relating to the Project, and any modifications therein, 
wnether or not the goods and services to which they
 
relate are financed under the Loan.
 

(b) Except as A.I.D. may otherwise agree inwriting, all
 
of the plans, specifications, and schedules, etc.,

furnished pursuant to subsection (a)above shall be
 
approved by A.I.D. inwriting.
 

(c) Except as 
A.I.D. may otherwise specify, all bid
 
documents and documents related to the solicitation
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of proposals relating to goods and services 
financed under the Loan shall be approved by
 
A.I.D. inwriting prior to their issuance.
 

Such documents shall be in terms of United 
States standards and measurements, except
 
as A.I.D. may otherwise agree in writing. 

(d) Except as A.I.D. may otherwise agree in writing, 
the following contracts financed under the Loan
 
shall be approved by A.I.D. inwriting prior to
 

their execution;
 

(1) contracts for engineering, consultant and 
other professional services; 

(ii) contracts for construction services; 
(ill)contracts for such other services as A.I.D.
 

may specify; and 
(iv)contracts for such equipment and material as 

A.I.D. may specify.
 
In the case 
of any of the above contracts for services, 
A.I.D. shall also approve in writing the contractor and 
such contractor personnel as A.I.D. may specify.
 
Material modifications inany of such contracts and
 
chanqes in any of such personnel shall also be approved
 
by A.I.D. inwriting prior to their becoming effective. 
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SECTION 6.09. 
Shipping and Insurance.
 
(a) Selected Free World Goods financed under the Loan
 

shall be transported to Haiti 
on flag carriers of
 
any country included inCode 935 of the A.I.D.
 
(eographic Code Book as 
ineffect at the time of
 

ihipment.
 

(b) Unless A.I.D. shall determine that privately-owned
 

United States-flag commercial vessels are not
 
available at fair and reasonable rates for such vessels,
 
(i) at least fifty percent (50%) of the gross tonnage
 

of Selected Free World goods financed under the
 
Loan and transported on ocean vessels from United
 
States ports (computed separately for dry bulk
 
carriers, dry cargo liners and tankers) shall be
 
transported on privately-owned United States-flag
 

commercial vessels; 
 and at least fifty percent
 
(50%) of the gross freight revenue generated by
 
ocean shipments of Selected Free World Goods
 
financed under the Loan and transported on dry
 
cargo liners from United States ports shall be
 
paid to or for the benefit of privately-owned
 

United States-flag commercial vessels; 
 and
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(ii) 	 at least fifty percent (50%) of the gross 

tonnage of all Selected Free World Goods financed 

under the Loan and transported on ocean vessels
 

from 	non-United States ports (computed separately 

for 	dry bulk carriers, dry cargo liners and tankers) 

shall be transported on privately-owned United
 

States-flag commercial vessels; amd at least fifty
 

percent (50%) of the gross freight revenue generated 

by ocean shipments of Selected Free World Goods 

financed under the Loan and transported on dry cargo
 

liners from non-United States ports shall be paid
 

to or for the benefit of privately-owned United
 

States-flag commercial vessels.
 

(c) Marine insurance on Selected Free World Goods may be
 

financed under the Loan with disbursements made pursuant
 

to Section 7.01, provided (i)such insurance is placed
 

at the lowest available competitive rate in Haiti or in
 

a country included in Code 941 of the A.I.D. 
Geographic
 

Code Book as in effect at the time of placement, and (ii)
 

claims thereunder are payable in freely convertible
 

currency. If in connection with the placement of marine
 

insurance on shipments financed under United States
 

legislation authorizing assistance to other nations,
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the Republic of Haiti, by statute, decree, rule or 
regulation, favors any marine insurance company of 
any country over any marine insurance company 
authorized to do business in any state of the United
 
States of America, Selected Free World Goods financed
 

under the Loan shall during the continuance of such
 
discrimination be insured against marine risk in the 
United States of America with a company or companies 
authorized to do a marine insurance business in any
 

state of the United States of America.
 
(d) The Borrower shall insure, or cause to be insured, all
 

Selected Free World Goods financed under the Loan 
against risks incident to their transit to the point
 
of their use 
in the Project. 
 Such insurance shall be
 
issued upon terms and conditions consistent with sound
 
commercial practice, shall insure the full 
value of the
 
goods, and shall be payable in the currency in which
 

such goods were financed or in any freely convertible
 
currency. 
Any indemnification received by the Borrower
 
under such 
 insurance shall be used to replace or repair
 
any material damage or any loss of the goods insured or
 
shall be used to reimburse the Borrower for the replacement
 
or repair of such goods. 
 Any such replacements shall
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have their source and origin in countries included in 

Code 941 of the A.I.D. Geographic Code Book as in 

effect at the time orders are placed or contracts are
 

entered into for such replacements, and shall be 

otherwise subject to the provisions of this Agreement. 
SECTION 6.10. Notification to Potential Suppliers. 
 In order
 

that all United States firms shall have the opportunity to participate
 

in furnishing goods and services to be financed under the Loan, Borrower
 

agrees to furnish to Lender such information with regard thereto, and 
at such times, 
as A.I.D. may request in Implementation Letters.
 

SECTION 6.11. United States Government-Owned Excess Property. 

Borrower will utilize, with respect to goods financed under the Loan 6o 

which Borrower takes title 3t the time of procurement, such reconditioned 

United States Government-owned Excess Property as may be consistent with
 

the requirements of the Project and as 
may be available within a reasonable
 

period of time. 
 Borrower shall seek assistance from A.I.D. and A.I.D.
 

will assist Borrower in ascertaining the availability of and in obtaining
 

such Excess Property. A.I.D. will make arrangements for any necessary
 

inspection of such property by Borrower or its representative. The costs
 

of insDection and of acquisition, and all 
charges incident to the transfer
 

to Borrower of such Excess Property, may be financed under the Loan. 
Prior 

the procurement of any goods, other thanL.. Excess Property, financed undpr 
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the Loan and after having sought such A.I.D. assistance, Borrower shall
 
indicate to A.I.D. inwriting, on the basis of information then available 
to it,either that such goods cannot be made available from reconditioned 
United States Government-owned Excess Property on a timely basis or that
 
the goods that can be made available are not technically suitable for
 
use in the Project. 

SECTION 6.12. Information and Marking. 
 Borrower shall give
publicity to the Loan and the Project as a program of United States aid 
in furtherance of the Alliance for Progress and mark goods financed 
under the Loan, as prescribed in Implementation Letters.
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ARTICLE VII
 

Disbursements
 
SECTION 7.01. Disbursements for United States Dollar Costs 
-


Letters of Commitment to United States Banks. 
 Upon satisfaction of 
conditions precedent, Borrower may, from time to time, request A.I.D. 
to issue Letterof Commitment for specified amounts to one or more
 
United States banks, satisfactory to A.I.D., coninitting A.I.D. 
 to 
reimburse such bank or banks for payments made by them to contractors
 
or suppliers through the use of Letters of Credit or otherwise, for
 
Dollar Costs of goods and services procured for the Project in
 
accordance with the terms and conditions of this Agreement. 
 Payment
by a bank to a contractor or supplier will be made by the bank upon

presentation (-f such supporting documentation as A.I.D. may prescribe

inLetters of Co-witment and Implementation Letters. 
 Banking charges

incurred in connection with Letters of Commitment and Letters of Credit
 
shall be for the account of Borrower and may be financed under the 

Loan. 

SECTION 7.02. Disbursement for Local Currency Costs. 
satisfaction o7 conditions precedent, 

Upon 

Borrower may, from time to time,
 
request disbursemfent by A.I.D. of local currency for Local Currency

ists of goods and services procured for the Project inaccordance with 

the terms and conditions of this Agreement by submitting to A.I.D. such 
supporting documentation as A.I.D. may prescribe in Implementation
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Letters. 
 A.T.D. shall make such disbursements from ljcal currency of
 

Haiti owned by the United States Government and obtained by A.I.D.
 

with United States dollars. The United States dollar equivalent of 

the local currency made available hereunder theshall be amount of 

United States dollars required by A.I.D. to obtain the local currency
 

of Haiti. 

SECTION 7.03. Other Forms of Disbursement. Disbursements 

of the Loan m y also be made through such other means as Borrower
 

and A.I.D. may agree to in writing.
 

SECTION 7.04. Procedure for and Date of Disbursement.
 

Disbursements by A.I.D. shall be deemed to occur, (a) 
 in the case
 

of disbursements pursuant to Section 7.01, on the date on which
 

A.I.D. makes a disbursement to Borrower, to its designee, or to 

a banking institution pursuant to a 
Letter of Commitment and (b)
 

in the case of disbursements pursuant to Section 7.02 on the date
 

on which A.I.D. disburses the local currency to Borrower or its
 

designee. 

SECTIO;N 7.05. Terminal Date for Disbursement. Except as 

A.I.DV may otherwise agree inwriting, no Letter of Commitment, or 

other commitment document which may be called for by another form of 

disbursement under Section 7.03, or amendment thereto, shall be issued 

in response to requests received by A.I.D. after November 1, 1979 and
 

no disbursement shall be made against documentation received by A.I.D.
 

or any bank described in Section 7.01 after May 1, 1980. 
A.I.D., at
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at any time or times after May 1, 1980, reduce the Loanby all or any part thereof for which documentation was not received 
by such date.
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ARTICLE VIII
 

Cancellation and Suspension
 
SECTION 8.01. Cancellation by Borrower. 
Borrower may,
 

with the prior written consent of A.I.D., by written notice cancel
 
any part of tne Loan (I)which, prior to the giving of such notice,
 
A.I.D. has not disbursed or committed itself to disburse, cr (ii) 
which has not then been utilized through the issuance of irt 
vocable
 
Letters of Credit or through bank payments made other than under 
irrevocable Letters of Credit. 

SECION 8.02. Events of Default; Acceleration. Ifany 
one or more ot the following events ("Events of Default") shall occur: 

(a) The Borrower shall have failed to pay when due mny
 
interest or installment of Principal required under 

this Agreement; 
(b) The Borrower shall have failed to comply with any other 

provision of this Agreement, including, but without
 
limitation, the obligation to carry out the Project
 

w'ith due diligence and efficiency;
 

c) The Borrower shall have failed to pay when due any
 
interest or any installment of Principal or any other
 
payment required under any other loan agreement, any 
gLaranty agreement, or any other agreement between 
the Borrower or any of its agencies and A.I.D., or any
 

of its predecessor agencies,
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then, A.I.D. may, at its option, give to Borrower notice that all
 
or any part 
of the unrepaid Principal shall be due and payable

sixty (60) days thereafter, and, unless the Event of Default is
 
cured within such sixty days:
 

(i) such unrepaid Principal and any accrued 
interest hereunder shall be due and payable
 

immediately; and
 
(ii)the amount of any further disbursements made
 

under then outstanding irrevocable Letters of 
Credit or otherwise shall become due and 
payable as soon as made.
 

SECTION 8.03. Suspension of Disburseent. In the event 
that at any time: 

(a) an Event of Default has occurred; 
(b) an event occurs 
that A.I.D. determines
 

to be an extraordinary situation that makes tt
 
improbable either that the purpose of the Loan will
 
be attained or that the Borrower will be able to
 
nerform its obligations under this Agreementl 
 or
 

(c) any disbursement by A.I.D. would be in violation
 
qf the legislation governing A.I.D.;
 

(d) The Borrower shall have failed to pay when due any
 
interest or any installment of principal or any other
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payment required under any other loan agreement, any 
guaranty agreement, or any other agreement between the 
Borrower or any of its agencies and the Government of 
the United States or any of its agencies; 

then A.I.D. may, at its option:
 

(i) suspend or cancel outstanding commitment documents 
to the extent that they have not been utilized
 
through the issuance of irrevocalle Letters of
 
Credit or through bank payments made other than
 
under irrevocable Letters of Credit, inwhich
 
event A.I.D. shall give notice to the Borrower
 

promptly thereafter; 
(ii)decline to make disbursements other than
 

under outstanding commitment documents;
 
(iii)decline to issue additional commitment documents;
 
(iv)at A.I.D.'s expense, direct that title to goods
 

financed under the Loan shall be transferred to
 
A.I.D. if the goods are 
from a 
source outside
 
Haiti, are in a deliverable state and have not
 
been offloaded inports of entry for Haiti. Any
 
disbursement made or to be made under the Loan
 
with respect to such transferred goods shall be 
deducted from Principal.
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SECTTON 8.04. Cancellation by A.I.D. Following any suspension
 

of disbursement pursuant to Section 8.03, if the cause or causes for such

suspension of disbursements shall not have been eliminated or corrected 
within sixty (60) days from the date of such suspension, A.I.D. may,

at its option, at any time or times thereafter, cancel all 
or any part
of the Loan that is not then either disbursed or subject to irrevocable
 
Letters of Credit.
 

SECTION 8.05. 
 Continued Effectiveness of Areement. Not
withstanding any cancellation, suspension of disbursement, or
 
acceleration of reDayment, the provisions of this Agreement shall
 
continue in full force and effect urqtil 
the payment in full of all
 
Principal and any accrued interest hereunder.
 

SECTION 8.06. 
Refunds.
 

(a) In the case of any disbursement not supported by valid
 
documentation in accordance with the terms of this
 
Agreement, or of any disbursement not made or used in 
accordance with the terms of this Agreement, A.I.D.
 
notwithstanding the availability or exercise of any of
 
the other remedies provided for under this Agreement,
 
mdy require the Borrower to refund such amount in
 
United States dollars to A.I.D. within thirty (30)

days after receipt of a request therefor. 
Such
 
amount shall be made available first for the cost of
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goods and services procured for the Project hereunder 

to the extent justified; the remainder, if any, shall 

be applied to the installments of Principal in the 

inverse order of their maturity and the amount of the 

Lean shall be reduced by the amount of such remainder. 

Notwithstanding any other provision in this Agreement,
 

A.I.D.'s right to require a refund with respect to any
 

disbursement under the Loan shall continue for five (5)
 

years following the date of such disbursement.
 

(b) In the event that A.I.D. receives a refund from any 

contractor, supplier, or banking institution, or from
 

any other third party connected with the Loan, with
 

respect to goods or services financed under the Loan, 

and such refund relates to an unreasonable price for 

goods or services or to goods that did not conform to 

specifications, or to services that were inadequate, 

A.I.D. shall first make such refund available for the 

cost of goods and services procured for the Project
 

hereunder, to the extent justified, the remainder to
 

be applied to the installments of Principal in the
 

inverse order of their maturity and the amount of the
 

Loan shall be reduced by the amount of such remainder.
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SECTION 8.07. 
 Expenses of Collection. 
All reasonable
 

costs Incurred by A.I.D. other than salaries of its staff, in
 
connection with 	the collectlon of any refund or inconnection wit
 

a	 
amounts due AI.D. by reason of the occurrence of any of the even
 
specified in Section 8.02 may be charged to Borrower and shall be
P reimbursed tc A.I.D. by the Borrower in such manner as A.I.D. may
 

specify.
 
S SECTION 8.08. 
Nonwaiver of Remedies. 
 No delay inexerc
t
 

or omission to exercise any right, power, or remedy accruing to A.
t 
under this Agreement shall be construed as a
waiver of any of such
 
rights, powers, or remedies. 
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Other addresses may be substituted for the above upon the giving of
 

notice. All notices, requests, communications, and documents bubmitted 
to A.I.D. hereunder may be in French, but must be accompanied by an
 

official English translation.
 

SECTION 9.02. Representative. 
For all purposes relative
 

to this Agreement, the Borrower will be represented by the individual
 

holding or acting in the office of the Secretary of State of DARNDR,
 

and A.I.D. will be represented by the individual holding or acting in
 

the office of the United States A.I.D. Representative to Haiti. 
 Such
 

individuals shall have the authority to designate additional representa
tives by written notice. In the event of any replacement or other
 
designation of a representative hereunder, 
 Borrower shall submit a
 

statement of the representative's 
name and a specimen signature in
 
form and substance satisfactory to A.I.D. 
 Until receipt by A.I.D.
 
of written notice of revocation of the 
authority of the duly authorized 
representatives of the Borrower designated pursuant to this Section,
 

itmay accept the signature of any such representative or representatives
 

on any instrument as conclusive evidence that any action effected by 

such instrument is duly authorized.
 

SECTION 9.03. Implementation Letters. A.I.D. shall from 
time to time issue Implementation Letters that will prescribe the 

procedures applicable hereunder in connection with the implementation
 

of this Agreement.
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SECTION 9.04. 
Promissory Notes. 
 At such time or times as
A.I.D. may request, the Borrower shall issue promissory notes or such
 

other evidence of indebtedness with respect to the Loan, in such form,

contiining such terms and supported by such 
 legal opinions as A.I.D.
 
may reasonably request.
 

SECTION 9.05. Termination Upon Full Payment. 
Upon repayment

in full of the Principal and Payment of all accrued interest, this
 
Agreement and all obligations of the Borrower and A.I.DD under this
 
Loan Agreement shall terminate. 

SECTION 9.06. 
 English Language Controls. 
 In the event
 
that the parties hereto also execute this Agreement in the French
 
language, then in the case of ambiguity or conflict between the 
English and French versions of this Agreement, the English version
 
of this Agreement shall control. 
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IN WITNESS WHEREOF, BORROWER AND THE UNITED STATES OF A.MERICA, 

each acting through its respective duly authorized representative, have 

caused this Agreement to be signed in their names 
and delivered as of
 

the day and year first above written.
 

THE REPUBLIC OF HAITI 
 'THE UN D STATES OF AMERICA
 

By:y:
 
v L/ Jaurgs Leveque BHeywar
 

Title: Secretaire d'Etat 
 Title: Ambassador Extraordinary
 

de l'Agriculture des 
 Plenipotentiary

Ressources flaturelles
 
et du Developpement Rural
 

By: 
Ewsfanuel Bros By: 

cott L. Behorgt i-

Title: Secretaire d'Etat Title: A.I.D. ReDresent ive 

des Finances et des to Haiti 
Affairs Economiques, 
et Secrdtaire Ex~cutif 
du CONADEP 



ANNEX I
 

Project Description
 
A. The Loan will assist the Borrower to carry out a five-year small
farmer coffee production program to increase small farmer income by improving the quantity and quality of Haitian coffee. Increased production


will be promoted by the introduction of new techtology to be provided
the small farmer through increased research and extension activities, introduction of chemical fertilizer and pesticides, increased credit availability, improvement of rural farm roads in coffee-producing 
areas, expanded training of agricultural agents and farmers, and the establishment

of an agricultural cooperative system. The Borrower will implement the program through the Department of Agriculture, Natural Resources and Rural
Development (DARNDR) which will, in turn, delegate responsibility for
project execution to two specialized agencies of the DARNDR, the Haitian
Institute for Promotion of Coffee and Other Exports (IHPCADE) and the Bureau of Agricultural Credits 
(BCA). The specific activities to be carried
 

out under the program are detailed as follows:
 
1. OperationCenters
 

Under the direction of IHPCADE, six Operations Centers will be
constructed in the major coffee-producing 
centers of the country. IHPCADE
will carry out a locational analysis to determine the most optimum location
for each site. Construction will take place over the first two years of
the Project. Each Center will consist of about 6 hectares of land for nurseries, seed produztion, demonstrations of farming methods and coffee research, living facilities for the Director and Farm Manager, offices,
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classrooms and workrooms for technical, administrative and credit staff,
 
a warehouse for storage of fertilizer and coffee, provision for drying
 

and dipulping coffee, if necessary, and a facility for training groups
 

of up to 30 farmers in programs relating to coffee technology and agri

cultural cooperatives. A total of 10,200 square feet of buildings are
 

estimated for eaih center. A. I. D. financing of up to $1,000,000 will
 

be provided for zha 
 activity, to be composed of approximately $550,000
 

in local costs and aproximately $450,000 of equipment and hand tools
 
for transport, operations and research related to 
the Centers' activities
 

and complementary BCA credit program needs. In addition to 
the above
 

amounts, approximately $297,000 will be made available by the Borrower
 

over the five-year period, to be programmed on an annual basis, for the
 
increased costs of maintaining the Operations Centers and fertilizer dis

tribution program described below.
 

2. Fertilizer
 

Based upon expectations regarding the world marl:et price of ferti

lizer (plus acean freight and internal delivery costs), 
the Project envi

slons the application of approximately 14,000 tons of chemical fertilizer
 
(2-5-15) on approximately 12,800 hectares over a five-year period.
 

A!. 
 :ntions Un these amounts depend upon inter alia, the type of coffee
 

or-.iard improvement program adopted by each farmer (new plantings vs.
 

rehabilitated plantings) and the following of recommended levels of fer
tilizer application by farmers. A.I.D. will provide financing of up 
to
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$5,000,000 for the purchase of fertilizer (and related agricultural che
micals pesticides, etc.) needed in the program. The fertilizer will be
 
used exclusively for coffee production and will be distributed to farmer
borrowers under credit terms which shall be limited to a subsidized rate
 
per farmer of not to exceed 50% of the delivered fertilizer value. Said
 
subsidy to remain in effect on a gradually decreasing scale for a period
 
of not to exceed a four-year period per farmer. Specific rules and regula
tions of the subsidy program will be developed and submitted to A. I. D.
 
for approval. The subsidized rate will be available to farmers purchasing
 
fertilizer for up to a maximum of six hectares of coffee'per farmer. The
 
program will emphasize smaller farmer participation with the aim that far
mers owning six hectares or less of coffee will comprise approximately 85%
 
of the value of fertilizer credits outstanding. Also, no coffee farmer shall
 
receive more subsidized fertilizer than those amounts necessary for the cul
tivation of six hectares of coffee-producing land.
 

3. Rural Farm Roads
 

Construction and improvements of approximately 160 kilometers of
 
rural farm roads is contemplated to connect the Operations Centers to 
the
 
existing road network and to the most important coffee-producing communities.
 
Approximately $675,000 is estimated to be allocated to this program over
 
the five-year period, to be provided from the Borrower's contribution to
 
the Project and programmed on an annual basis. Community action is expected
 
to complement this expenditure and every effort will be made to insure the
 
maximum use of hand labor in this activity. Up to $50,000 of the above
 
amount will be available 
for the contracting of local engineering expertise
 
to assist in the design and supervision requirements.
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4. BCA Credit Operations
 

The Proj ct envisions the strengthening of prerent BCA capacity
 

to provide crelit to both individuals and pre-cooperative farm groups in
 
support of the Project's objectives. BCA will execute the credit programs
 

of the Project, both in-kind (fertilizer, pesticides, coffee seedlings,
 

etc.) and complementary cash credit for working capital needs of farmers
 

in the program. Administration and accountability for project lending
 

will be distinct from other BCA operations, and credit will be channelled
 

through a special "window" established for this purpose. The value of
 
all A. I. D.-financed fertilizer (and pesticides, etc.) shall, upon re

payment by the farmers or farm group to BCA, become part of the permanent
 

capital of BCA and be restricted thereafter for re-lending for cash credits
 

to small coffee producers. The BCA will establish and carry out lending
 

terms and conditions which will insure that the capital fund thus established
 

will not be decapitalized, either through excessive subsidy provisions or by
 
the granting of too liberal terms. Specific rules and regulations concerning
 

the operations of the "window" will be developed and submitted to A. I. D.
 
for approval. Within the approximately $450,000 provided by A. I. D. financing
 

for equipment related to the Operations Centers mentioned above, BCA will
 
receive funds sufiiqient to adequately equip its central office and six re
g..cnal offices to carry out its credit functions in support of the objectives
 

of the program. in addition to these amounts, approximately $297,000 will be
 
made available by the Borrower over the five-year period, to be programmed
 

on an annual basis for the increased operating costs of an expanded credit
 

program.
 



5. Farmer Training 

The program will include the training and retraining of agricul
tural agents and farmers in new coffee production techniques, including
 
fertilizer use, spacing and pruning of trees, etc., 
as well as coopera
tive organization and management. Over the five-year period, the Borrower
 
will provide approximately $86,000 to be programmed on an annual basis,
 
for the necessary expenses of in-country travel, per diem, instructors,
 
materials, etc., 
which the program may require. Training of DARNDR per
sonnel in the field of coffee technology will be conducted by two specia
lists to be provided by the United Nations Food and Agricultural Organiza
tion (FAO) at the IHPCADE Center at Fond-des-Negres and at Damien. Farmer
 
training will be conducted at the IHPCADE Regional Operations Centers.
 

6. Price Stabilization
 

An important element of the program involves the provision of a
 
mechanism to assist the farmers in marketing their product at a fair price.

The Borrower will carry out and publish during the first year of the pro
gram a study of the impact of current coffee tax rates and world market
 
prices on producer prices and the possible need for the establishment of
 
a coffee price stabilization mechanism including alternative means of fi
nrancing the capitalization of a coffee price stabilization fund. Subject to
 
the availability of funds, A. I. D. will provide reasonable costs necessary
 
to carry out this study from grant funds.
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7. Project Coordination
 

The Project will be coordinated, at the working level, by a
technical leveJ committee comprised of representatives from IHPCADE,
 
BCA, DARNDR, A. I. D. and other appropriate technical agencies, such
 
as FAO, concerned with the proper functioning of the Project. The com
mittee will formally meet at least quarterly to discuss program progress

and needs, and make recommendations, 
as appropriate for any necessary
 
action required by any of the agencies involved.
 

B. Schedulte
 

The program will be carried out over a five-year period, with

total annual financial contributions from the Borrower and A. I. D. be
coming available according to the schedule as follows:
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The Borrower will contribute, on a 
semi-annual basis, a counterpart

contribution to the Project which will be deposited into a 
jointly pro
grammed Project Account in the Banque Nationale de la Republique d'Haiti
 
(BNRH). The BNRH will act as the depository for Borrower counterpart contributions and A. I. D. local currency costs disbursements to the Project.

Such Borrower contributions will be scheduled to coincide with the placing

of orders for the amounts of fertilizer needed for the Project. In the
 
event that such counterpart contributions are not forthcoming, A. I. D.
 
may withhold additional disbursements for the purchase of fertilizer.
 

At appropriate times over the life of the Project, and at least
 
annually, the Borrower, repreaented by the Ministry of Agriculture, the
BNRH, IHPCADE and BCA, will meet with A. I. D. and discuss financial needs
 
of the Project. Agreement will be reacl:ed as to the specific financial
 
needs of each of the activities financed by the Borrower's contributions
 
and described herein, in relation to planned activities and performance

during the previous period, and an amount of funds required will be desig
nated to each such agency and activity described herein. The BNRH will then

disburse these funds to each agency over the period required, according to
normal Borrower Procedures and regulations; accounting for use and expendi
ture of such funds will be according to normal Borrower procedures and regulations subject to the 4pproval of A. I. D. Quarterly reports of expendi
tures will be prepared by the BNRH and sent to each agency, the Ministry of
Finance, and A. I. D. Further details concerning the specific operations
 
of such funds will be developed as required.
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Over the life of the Project, the Project fund will finance activities
 
in support of the loan's activities as described herein. 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 total amount programmed,
 
no one activity financed by Borrower contributions will be allowed to vary,
 
however, by more than 50Z from its original projection over the life of
 

the Project.
 


