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DEPARTMENT OF STATE 52’007

AGENCY FOR INTERNATIONAL DEVELOPMENT o B
Washington, D. C. 20523 f

UNITED SIATES CCOSDIMATOR ?D—Hﬁn-%?—ﬁ. A.I.D. Loan No, 21-T-006k

(Ref: AID-DLC/P-2029)

521-073 & _@\
U

ALLIANCT. TOR PROGHESS
ALLIANCE FOR PROGRESS

LOAX AUTHORIZATION

Provided From: FAA Section 103 ("Food and Nutrition")
Haiti; Swpall Tarmer Improvement

Pursuanv to the suthority vested in the Deputy U. S, Coordinator,
Alliiance for ¥Yrosress, by the TForeign Assistance Act of 19561 as
amended and the delesations of authority issued thercunder, I
hereby authorize the establishment of o Loan pursuant to Section
103 of saiqg, Ach, .aad.in furthersace of the Al¥innce Tor Progres:,
to the Republid of lniti ("Borrower") of not to e¥Eéed six mil-
lion United Stotes dollars to assist in firancing the United
States dollar coates and approwimniely SSS0,000 of the local cur-
rency costsof W Project Tor srall farwer improvenent through
increosed coffen producticn ("Project™). 0Of “he Loun, approxi.

€1
]
Eer
£

mately ©5,000,000 will be uged Lo Tinance fertilizer: opproxi-
mately §550,000 will be uged vo finance conatrachion of Cperations
Centers; and approximately 450,000 will he uced to finance

equiment.
The Loan shall be subject to the follewing terms a2nd conditions:

I. Interest and Terms of Renayient,

Borrower shall repay the Loon to the Agency for
International NDevelovment (M4,I1.D.") within
forty years from the date of the Tirst dishurse-
ment under the Loan, including a grace period

of rot to excced ten (10) years, FBorrower shall
pay to A.L,D. in United States dollars on the
outstanding vajlance of the Toar, interest at the
rate of two vpercent (2¢) per anvum during the
grace period and thrce percent (3%) per annun
therealter.

If, Other Terms and Conditions.

A, Goods and services (except for ocean shipping)
and marine insurance financed under the T,oan
shall have their source and origin in Haiti or
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countries included in Code 941 of +he A.I.D.-
Geographic Code Book. Marine insurance may

be financed under the ILoan 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 A.I.D. Geographic Code Rook,
excluding Haiti,

Prior %o the issuance of any commitment documents
or disbursements under the Loan for other than
an initial $100,000 for cquipment and $75,000 for
fertilizer, Borrower shall furnish in form and
substance satisfactory to A.T.D.:

(i) Evidence that Borrover los established an
account in the HNational Bank of Haiti for
the deposit of Borrower's contribubion to
the Project and for A.L.D.'s local currency
costs disbursements ("Project Account"),

(ii1) Evidenuce that Forrower's firgt cortribution
to the Project has been derosited in %the
Project Account in an amount no less shan
one-half of the Porrower's first year counter-
part contribution in accordance with the
Project's Tinancial plan,

(1ii) Evidence that the Haitian liationsl Institube

for Coff'ee Promotion ("IHPCADE") has entered
into a formal institutional agreement with
the Burcau of Agricultural Credit ("BCA")
outlining the responsibilitics of said insti-
tutions for carrying out the Project and in
particular, setting forth the rales and regu-
lations of the fertilizer credit and cash
credit programs, including elipibility require-
menss, the amounts and terms of any subsidy
element to small farmers, maximun terms,
amounts of sub-loans and interest rates.,

(iv) IBvidence that suitable sites Tor the consbruc-
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. DBorrower shall covenant that:

(1)

(iii)

(iv)

(v)

During the course of the Project, IHPCADE
and BCA shall receive as their normal,
anmval budgetary allotments no less than
those amounts received by each from Ror-
rower's 1973-7k fiscal year budget.

During the course of {he Project, Borrower
will contribute to the Froject the equivalent
of $2,000,000 in cash in addition to those
funds normally reccived by IHPCADE and BCA
for recurrent anmmal budgetary expenditures,

Borrower shall carry out during the first year
of the Project a study of the impact of (i)
current coffee tax rates in Heiti, and (ii)
vorld market nriccs of coifee, orn coifece pro-
ducer prices, Such study shall inciude an
ahnalysis of the need to establish a coffee price
stabilization mechanisn, including alternative
means of financing a coffee price stabilization
fund,

Borrower shall assure that BCA (i) maintains
the administration and accountability for +the
credit elements of the Project scparate 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 separate revolving fund for a period of
at least ten years from recceivt of the first
repayment of said crediis.

Borrower shall conduct with A.I.D., an annual
evalvation of the progress of the Project,
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ITI. The Loan shall be subject to such other terms and condi-
tions as A.I.D. may deem advigsable,

C7 (’Z’c?/f///r// // <

Deputy U, S. Coordlna.tor
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DEPARTMENT OF STATE ‘ “’{/';
AGENCY FOR INTERNATIONAL DEVELOPMENT

WASHINGTON. D.C. 20523 \\uX

AID-DLC/P-2029

ASSISTANT
AUMINISTRATOR

AMENDMENT TO LOAN AUTHORIZATION

A.I.D. Loan No. 521-T-006 (6‘2/~/5”—/VO --05{3)

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

Pursuint to the authority vested in the Assistant Administrator,
Bureau for Iatin 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 hmerica, by the Foreign
Asgistance Act of 1961 + as amended, and the delegations
of authority issued thereunder, I hereby authorize the
establishment of a Iman pursuant to Section 103 of said
Act, and in furtherance of the Alliance for Progress to
the Republic of Eaiti ("Borrower") of not to excced 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 coffece 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."



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

- - 4,
W;‘( Z . /((/\z\ //\(/14""{
E.N.S. Girard II

Assistant Administrator for
Latin America

//7/“'/77

Date
Clearances:
GC/LA,JLKessler Date__
LA/CAR,WRhodes . Date
LA/DR,CWeinberg "« - Date:/t 1}
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PPC/DPR, EBllogan__, Date__ , v,
SER/FM/C,TBlacka = Ari Date 7L 7
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ACTION MIMORANDUM FOR THE, ASSISTANT ADMINISTRATOR (LA)

FROM: TA/DR, Charles’B. Weinberg

Problem: Amendment of Loan Authorization for Haiti's Small Farmer
Improvement Loan (521-T-006). 5\£/ - /6— R /(/0 _ 0¢3

Discussion: The $6 million loan was authorized on May 24, 1974, to
finance a five yecr coffee production program for small farmers. The
program provides for annual purchases of fertilizer and the construc-
tion and cquipping of six regional ouperations centers in rural Haiti.
The total project is $8 million, with the Government of Haiti contri-
buting $2 million. As of November 30, 1976, AID disbursements and
commitments total $723,C000 and $1,571,000 respectively. The Loan
Authorization and Loan Agrecement provided for approximately $5,450,000
in U.S. dollar costs and approximately $550,000 in local currency
costs to finance construction of the operations centers. Of the
forelgn exchange component, $5 million was budgeted for fertilizer
procurement and the remaining $450,000 for equipment.

Due to increascd costs for local construction, the Mission has requested
(Attachment A) that the Loan Authorization be amended to reprograni
$400,000 of the loarn to provide for an increase in the local currency
budget (a new total of $950,000). Approximately $200,000 of the
additlonal local currency financing is required to finance increased
construction costs of the six oripginal centers. The balance of the
additional local currcacy financing will be used to finance one addi-
tional operations center and a suppiemental field station consisting
of a combination office and warechouse at Changieux., These two addi-
tional facilitics werce previously added to the project by a revision
to the original implementation plan,

The Mission cstimates that actual costs for the oripinal six centers
will be 3€ percent higher than budgeted. 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 $400,00C would be made availablec by reducing
the amount budgeted for fertilizer from $5.0 million to $4.6 million.
These funds are available because present vworld prices for fertilizer
arc about 50 percent lower than the estimates made during development
of the Capital Assistonce Paper (CAP). By January 1977, onc-third of
the total planned fertilizer procurements will have been completed at
an estimated savings of $600,000. Thus, cven i1f the world price of
fertilizer were to again rcucl the levels estimated in the CAP, theve
would be sufficieant funds remaining to procure the balance of the
fertilizer requircrents. Ve have reviewed the HMHission's request and
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believe the amendment is necegsary 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 imple-
mentation letter after you sign the amended Loan Authorization.

Recommendation: That you sign the attached Loan Authorizztion
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 ILatin 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 increascd coffee production
("Project"). Of the ILcan, approximately $4,600,000

will be used tn finance fertilizer; approximately
$950,000 will be used to finance construction of Operations
Centers; and arpproximately $450,000 will be used to
finance equipment."



2. Except as expressly amended hereby, said authorization
remains in full force and effect.
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Clearances:
GC/LA,JLKessler
LA/CAR,WRhodes
LA/DR,CWeinberg " »
LA/DR,TStukel .
PPC/DPR, EBHogan .
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T0 ¢ Sae Distribution
FROM : USAID/Hafti

SUBJECT: Documentation Distribution

Attached for your information or action as appropriate, are copies
of racently executed documents, A summary of each document 1s
noted heraumder,

Surmary Degcripiton:

Pro é& 76~3, Revision No, 1 - Small Farmer Improvement

Ihis revision deczeases Other Costs by $1,000 and increases block B

by $1,000 - Other terms and conditions remain the same.

PIO/C No, 5?.1--07'3--6--60016,L Amendment No. 1 - Small Farmer Improvement

This awendmant increases the total cost of commodities from $5,0)0

to $6,000 and zeferences Pro Ag 76~3, Ruvision No. 1 abova, Other

torms and conditionsz remain the gamae,

PI0/C No. 521-075~9~60034 ~ Small Parmar Development Loan —

This docunent provides $9,100 for procuremsmt of polyethylene bags

by the GOH.

P10/C No, 521~075-6-60037 - Nutrition Improvement
. g~ L

This document provides $8,000 for the procurement of a Jaep Wagoitear.

GOH is requesting proprietary Drocurement based on interchangeabs-

lity and standardization,

Distribution:

LA Operations AID/W C/FRD/VEB e
Desk Officer ARA/LA/CAR Rm 3248 > AG/AUD —
PPC/PTIS/ARC ‘/ C/BUD/PPB —

L/Aco/uan
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MEMORANLUM _PDm.qq‘z.E‘?DDL( pr %JQA——
TO: AA/LA, Hermon Kleine FEB 14 16@

FROM: LA/IR, John R. Breen
SUBJECT: Haiti Swall Farmer Development: IRR Issues Paper

et

Project Eummary

The project is intended to increase the cash income of small coffee
grovWers by providing an intezrated program which includes the fol-
lowing: &) the strenzthening of the institution responsible for
the coffee sub-sector with technical assistance und establishment
of tive rezional centersjy b) the development and delivery of the
necessary technological, financial and agriculturel input package
to increasse spall farmer production and yée¢lds, throuzh epplied
regsearch, introduction of ieproved rust-resistant coffee varieties,
and agricultural credit; snd ¢) provide a financial mechanism, &
stabillization fund, to assure the farmer of a fair price for his
product.

ggcues

1. Given that Haitl is the only least developed country in the
Western Hemisphere, the minimum percentage (25%) of host government
project financing should be allowved.

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 ziven to support initial food production programs under
the Agricultural Development Support Project, as proposed in the PROP
submipsion of liovember 1973. Such an approach is responsive to the
identifled problem of general malnutrition, as well as posnible
inflationary effects of increased domestic revenue generated by
coffee-related activities at the local level, with no commensurate
incresse in supply of foodstuffs,

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

4. The Stebilization Fund will prove its worth in its first two yemrs
of operation op not at ell. Can we structure the loan so thut after
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tvo years & joint AID/GOH review of all loan activities can deternine
vhich of the two wmajor finencial activities (credit or stabilization)
has been most effective, and allow reallocation of resources
accordingly?

5. The analysis releting to the feasibility of this project indicates
that the producers are presently receiving 55% of each coffee dollar
and further indi{cates that recent increases in production are apparently
& favorable reaction to rising world market prices., Given these
indications, is this the time to require a new study of the GOH

taxing policies @s they relate to discouraging coffese production?

6. Is it appropriate to fund some, 1f not all of the $500,000
technical assistance component with grant rather than loan financing?

T. Is it appropriate to proceed with intensive review of this coffee
production-oriented project before the completion and review of the
agriculture sector acsessment?

8. Would it be feanible to provide eupplementary/alternative agri-
cultural approachies to inprove the well-being of small farmers, e.g.
to include assistance i'or food crops as paf't of this package?

Bi
LA/DR:RSeifuan:cg:2-14-Th

DISTRIBUTION:
LA/DR:JBrcen
BSidran
FSchieck
LA/OPNS :CUyehara
GC/LA: TLevy
LA/DP:THarrison
LA/MRSD:DLion
LA/CAR:GGover
PPC/DPR:NCohen
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INFORMATION MEMORANDUM FOR THE U. S. COORDINATOR 200
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FROM: LA/DR, John R. Breen gr’

SUBJECT: 1Issues 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 ==: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, Elipibility: 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 gc 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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4. Institution.l Capacity: The program envisions a major expansion of
present IHPCADE and BCA operations, involving management of an expanding
fertilizer distribution program, expanded cash credit operations, extension,
nursery management, etc. Can IHPCASE and BCA gear up in advance. What in-
stitutional reorganization or coordination is contemplated to assure effec-
tive implementation of the program? What TA requirements exist to assure
that they will be adequately prepared? Is the timing and scope of the TA
proposed in the accompanying PROP sufficieat to the task? (Copy attached)

5. Beneficiaries: The program will benefit directly 12,778 he. of coffee
and approximately 13,000 farmers. What are the anticipated benefits to coffee
growers not directly served by the program?

6. Fertilizer: The program involves a large element of fertilizer., Will
fertilizer be available on the world market in the amounts required? What safe
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-
main in the program? At the same level? Would funding requirements or magni-
tude of the project change?
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INTENSIVE REVIEW REQUEST (IRR) - SMALL FARMER DEVELOPMENT ‘;H(’ 2 29

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 (DARNDR) and
the Department of Finance (FinDept). Responsibility for project executfon will be
assigned to a specialized agency of DARNDR, the Institut Haitien de Promotion du

Cafe et des Denrees d'Exportation (IHPCADE).

I1. AMOUNT & TERMS

A loan of appioximately $4.3 million is requested to assist in the execution of
a five-year small rarmer coffee production program. A §$.5 million complementary tech-
nical assistance and training package will be devéloped in conjunction with the loan
project, but will be submitted for grant financing. If grant funding 1s not avail-
able the amount of the loan request will be increased accordingly.

ITI. RATIONALE

A. Statement of the Goal

The proposed project is primar{ly intended to increase-tha—cash~income-of
small coffee growers (under 10 hectares) and thereby potentially improve their-stan-
dard of 1iving. To accomplish this task the propssal 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 {ncrsases-in-go-
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 commu-
nication 28%, 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 increase the quantity and the quality of coffee produced in tha
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 is available to launch the program, the cost-to-benefit
ratio is favorable, and the results are likely to bring important gains in rural

social development.

aAlthough a complementary USAID agricultutral sectotr assessment is still
in its final stages, sufficient data has been developed to clearly show the benefits
that wiil 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 investmeat in urban centers during the three past years while
the rural sector continues to suffer.from an almost total absence of investment
funds. Coffee produrtion is practiced on 168 (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 subgtantlally
to the improvement of rural welfare by making good use of the comparative advan-
tage that Haiti enjoys for the production of its principal export crop. The pur-
pose of this project is to:

b n]

e (a) Increase the production of coffee by 170,000 sacks (60 kgs) a year;
over a period of five years,-by-systematically replacing old coffee stands with

new plantings;

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

(c) Carry on a continuous program of adaptive research, making use of
regional 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 conditioms:

(1) Thekstablishment of'ftva“regignal'IHPCADE offices, each a logical ex-
tension of the headquarters in Port-au-Prince;

W .
ha EAC (2) 205000 hectares of new and rehabilitated coffee plantings throughout

" the country which-will assist approximately 10,000 farmers directly and over time

the entire Haitian coffee industry.
(3) An increase in the average yield of coffee per hectare from the present

250 kgs./h;. to 750 kgs./ha. on the new and rehabilitated plantings;

;oY l0ﬁ>(4) Increases in revenues as follows: (in millions of §'s)
pa ww

W \M”¢
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Item 1973 Forecast 1978
FX 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 research particularly in the

tields of improvement of varieties and disease control, for coffee, the principal ex-
gort crop of the Republic, This will be the first national effort of widespread intro-
uction of varieties resistant to coffee rust,

C. Identification of Problems and Constraints

A special study was made by an AID-sponsored five-man technical assistance
team in January 1974 which reviewed the general status of the coffee sub-sector and
assisted USAID in designing a coffee production project addressed to improve the in-
come and standard of living of small farmers in the coffee production areas and redis-
tributing income throughout the public and private sectors. Five constraints were

identified:
(a) Poor cultural practices including the severe soil fertility problems;
(b) Lack of fammer 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 infrastructuré 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 pro-
duction through the introduction and the use of better- technology;

(b) Establishment of a system of creditrfor groups of small farmers to pay
for costs of production employing new technology;

(c) Assistance in improvement of the marketing system to assure incentive
coffee prices to farmers;

(d) Strengthening of the institutional-capabilities Of the-GOH-40 achieve
its coffee production goals through loan and grant programs;

(e) Reliance upon other donor and AID assismnce programs for improvements
in the transportation system.



D. Basic- Assumptions

The following assumptioms are essential to the attainment of the project
objectives.

1. THPCADE's existing and new field agents possess or will acquire the
knowledge and ability to apply the level of technology necessary to change the
peasant population's current archaic attitude regarding coffee culture.

2. The GOH will maintain its Tnew-policies on the taxation of exported
coffee. 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. ¥f=during the life of the project
analysis shows that taxation levels are atting-as-a-.disincentive to the attainment
of the project's objectives, USAID will urge the GOH to modify the tax structure
accordingly.

3. 1HPCADE has or will acquire-the managerial capacity and GOH budgetary
support necessary to implement the project as planned,

4. A'GOH-entity responsible for disbursement, collection and control of
agricultural credit, both cash and in-kind, will be established.or.be.-in-place
to effectively complement the technical assistance efforts expected to be provided,
This entity should either be integrated into IHPCADE or serve in a parallel func-
tional role with IHPCADE to provide supervised credit to groups of small farmers.

5. The International Coffee Organization, upon resumption of the coffee
quota system, will be amenable to grant to the GOH an export quota of at least
490,000 sacks of coffee per year, which was Haiti's (unattained) quota under the

prior agrecment.

6. IHPCADE, 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. Meve—-tham
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 the
ten or so very large holdings being only 20-30 hectares.,

The target fammer for this project, therefore, is the truly small farmer
whose 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.



Some of his food needs, such as corn, sweet potatoes, etc., must be purchased in

local markets. His minimal nutritional requirements are not being met, nor is his
general standard of living conducive to attitudes of security or dignity. The tar-
get fammer 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 establish-
ment of high technology production on 20,000 hectares within an overall coffee sec-
tor totalling some 140,000 ha. This does not mean that the effort expended will rot
reach out to the larger percentage of rural producers. The introduction of disease-

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 cre-
dit through community 8roups represent the first steps by which all producers in

330,000 sacks of coffee per year and that an estimated 100,000 sacks enters domes-
tic markets for internal consumption. All-of these producers, as well as the ini-
tial holders of the 20,000 hectares cited as the program objective, wiil benefit
from this project.

Technical judgements have been made by competent crop specialists that there
ic little or no possibility of crop diversification with the target farmer in-the
coffee areas. The principal reasons are that there are only a limited number 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 coffee growers would reduce the size of their
coffee plantings to diversify out of coffee into other Crops even if their yields
were sigrificantly increased because of the high value of coffee, in relation to

any alternative crops.

F. Anticipated Benefits

slightly over 55%. It is likely that domestic copsumption will continue to increase
during the next few years. Assuming a continued market share of 55% for that por-

tion of the crop exported and pgaject goal achievement of 170,000 60-kg. sacks an
additional $11.0 million in sales could be expected at 1972-73 prices. This-wewuld

increase total farm income from coffee exports by.50%,..



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 elements
of technical assistance, training, (supervised) credit, marketing and the delivery
of 323 supplies and materials required by fammers 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. Beoeh
of these groups will receive training by means of intensive short courses to be
conducted in Haiti. It is contemplated that a course ofr6~t0-8-weeks duration be
conducted for at least half of the college lev®1 staff, who will be later assigned
as directors of the regional centers or who will function in other 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, Turriallba, Costa Rica is one institution capable of conducting
this training.

Similar courses will be conducted successively 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 of
competence. 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 plant
pathology or entomology. It is recommended that one technician be sent to the Ru-
ral University of Vicosa in Brazil 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 candicate level.

In addition, it is anticipated that am Agricultural Credit Specialist will~
be.assigned to the project during the first three years of the project-life (see
CREDIT section which follows), and a full-time, direct-hire USAID project manager
whose function will be to assist IHPCADE obtain external assistance on a timely
basis, to act on behalf of the lender as regards contracting for services and sup-
plies, 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 reégional coffee center will be established in each of the five coffem-
producing Deparements (Provinces). The centers will serve as headquarters for
the development program, as locations for the multiplication of new varieties and
{or the appligation 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

Tests and demonstrations of new varieties, pruning techniques, planting
densities, shade reduction and the use of fertilizers will be established on the

such as the appearance of disease or pests, terracing to impede erosion, etc.,
will also be fielJ tested both at the Cer.ter and on farms in the area.

D. Soil Fertility Studies

In order 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 tvials 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 it becomes available. The TAB Pest Management Project may be useful for this pur-

pose.
F. Credit

Individual farmers, as well as groups of farmers, willkequire both short
(production) and middle temrm (up to three years) credit to carry out the work of
rehabilitating coffee orchards, establishing new plantings, or improving process- i;;)
ing facilities. A credit division is to be established within IHPCADE. Though ng
firm plan has yet been made concerning the organization of this section, prelimi-
nary discussionwith the Minister of Agriculture indicates that the present insti-
tution, BCA (Bureau of Agricultural Credit) within the Ministry will be either re-
organized within IHPCADE to perform this service, or will be charged with the res-
ponsibility for the credit program, working parallel to the IHPCADE organization.
It is agreed by all parties that the credit program should include the development
of rural cooperatives as quickly as possible, and that all credit activities be
funneled through local community action groups.,



G. Marketigx

Given the history of depressed coffee Prices at the fam level and the nead
to develop greater price stability as an incentive factor, a price stabilizatign

mechanism is included as an lmportant component of the Project. The importance of

their coffee, have been cited 5 mecessary conditions for the success of the pro-
gram. Farmers cannot maximize returns from their coffee crops if they are forced
to sell at harvest time to liquidate previously incurred obligations to to provide

One means by which farmers can attain their appropriate share of the FOB
price for coffee is to develop a marketing mechanism which wili provide for a-floor
Price and reduce extreme seasonal price fluctuations, A floor price servess as 3
tool to reduce price fluctuations between years and the reduction of seasonal
fluctuations 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 February and continued their upward
movement to a high of 17% in September. During the same period farm prices increased
from an average of 22¢ a pound to 31-plus cents, or an increase of 42%. While some
of the price increase is a function of the cost of Storage and seasonal supply, the
fact that famers are often forced to liquidate their supplies at spot prices does
little to encourage greater effort and investment to increase coffee production.

to world market prices and to reduce unreasonable price fluctuations.' It is the goal
of the GOH to rely upon the private sector to continue carrying out the marketing
function for coffee. The price stabilization mechanism, therefore, should be designed
to have an immediate impact at the farm level,

quirement to construct extensive storage facilities, but would still provide the
producer with marketing alternatives. Secondly, the government could intervene di-
rectly into the marketing system when prices fall below a predetermined level.
Thirdly, the govermment.could decree a floor price by mandate.

Agreement has been reached in Principle between GOH and the USAID in respect
to the need for such a price stabllization mechanism. Details for the operation and
structure of the eventual system have not come to the development stage in this pro-

posal,

H. Roads

The original IHPCADE proposal, from which the design for this project has
been at least partially derived, included funds.fbr improving access-roq§s~into
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The construction and improvement of access roads is one way in which in-
terested coomunities can help themselves with little or no outside assistance.
When the coffee project becomes operational following the establishment of the
regional centers, GOH will furnish engineering assistance to those commmities
willing to link up with established road nets for the purpose of participating
in the project. In some cases, road building ecuipment may be available through
the Public Works Department. In other cases voluntary agency programs such as
HACHO - CRUDEM, to mention only two of many, can become useful tools for assist-
ing isolated producers tie in to the national production program.

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

AID
ITEM Total Cost X IC GOH
1. Establishment of 5 IHPCADE
centers 5 ©$150,000 (includes
land, construction, equipment) 750 300 400 50
2.(a) *Technical assistance
(to be grant funded)* 500% 500
(b) Training 150 75 25 50
5. Administrative support tor
5 IHPCADE centers for S years +500 - - 500
4, Agricultural credit
(lending capital) 2,500 - 2,000 500
5. Stabilization tund for
producers 2,000 - 1,500 500
Total Cost AlD GH
GRAND TOTALS +vivivnvenensnsies  $6,400,000 $4,800,000 $1,600,000

(Loan $4,300,000)
(Grant $§ 500,000)
$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 GOH 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 GOH revenue generation, e. g. such earmarking
could result in the raising of coffee tax rates to make AID repayments, rather than

a lowering of tax rates. Further, every opportunity should be taken to support effotts
toward a consolidated GOH budget, instead of further special @marking 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

-V
T I

D S T v .

1. IHPCADE Development

Center 250 50 450
. Technical Assistance 175 175 150
3. Training 75 25 A V4
4. Administrative Support
(Incremental) 50 75 125 125 125
5. Agricultural Credit 100 502000 Y00 400 100 >0 1257750  IZ%
6. Stabilization Fund 50 50 200 100 300 100 450 125 500 12%
Sub-Totals 050 225 1050 300 850 325 1000 375 1250375
Yearly Totals $875 $1350 $1175 $1375 $1625
VI. BACEGROUND

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, polyehy-
lene 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 in-
clude training and technical assistance (two long-term contract and/or direct-hire
technicians in credit and project management plus an undetermined number of short-
term consultants in specialized fields as necessary. In addition two UNDP/FAO ex-
perts 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 develop-
ment 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.
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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 BOB 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 I'OB price declined from 63% in 1950 to a low of 3Y% 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 frce of government intervention par-
ticularly at the fam 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 rcvision of August 1973 ¥but 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

S0 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 $39.00 per bag the revenue gene-
rated from either tax rate schedule is approximately the same. Bothriews -
nate in favor of washed coffee, a product small farmers are producing less and
of. It is reported At the GOH in revising the tax structure assumed that the aver
age price for coffee will remain at a level of $60.00 pe. bag (60 kg.) and above i

1/Made in trying to respond to IMF and IBRD suggestions.
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While it is too early to detect a definite upward trend in production as g

More recently the GOH has become more concerned about increasing purchasing
power, 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 cre-
dit is limited for such items. IHPCADE, during the 1972-73 coffee season- subsigi -
zed about 600 tons of fertilizer at a level of about half the $100/ton price of
fertilizers (15-10-20 analysis) selling in commercial establishments. With commer-
cial fertilizers prices already at the $180/ton lcvel without transportation costs
added IHPCADE cost per ton of fertilizer will double that of last year if this
policy is to continue. While there is a tax on gasoline, there is no 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 commo-
dities.

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 are no exten-
sive studies pertaining to the cost of coffee production, figures secured through
interviews suggest that farmers consider 25¢ per pound for natural coffee as the
cost of production, using traditional practices. Since about half of the coffee
farmers farm two hectares or less, it is likely that reasonably little non-family
labor would be required to increase Production. During most of the 1960's fammers
were receiving from 12 to 21 cents per pound and decreasing production. Current
prices zre reported in the upper 30's, Labor and other production costs are in-
creasing but at uneven rates. While seasonal price fluctuations will likely con-
tinue without improved policy, indications are that farmers are holding back sup-
plies in anticipation of higher prices,

While there are no detailed studies pertaining to the cost of coffee product-
ion, IHPCADE has made some estimates. These estimates have been modified as a re-
sult of a limited number of producer interviews to reflect more current prices,

It is particularly 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 outrof-pocket costs on farm sizes approximately two hectares in size.
About half of Haiti's coffee producers fall into this category. Over the two-
hectare level the need for additional non-family labor increases, particularly
at harvest time.

Using recommended levels of fertilizers and other improved culture! practi-
ces 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 famms are described as a fam exceeding
approximately two hectares in size. Thus, the need for credit and profit expecta-
tions 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 hectarc. Some farmers claimed
production levels of 2,500 to 3,000 kgs. per hectare.

IHPCADE has been subsidizing coffee farmers fertilizer purchages at $50,00
per ton. During the 1972-73 secason, farmers were paying $50.00 per ton for ferti-
lizers applied to coffze, Recently commercial fertilizer costs have doubled.
Other costs are increasing, but at varying rates. Credit to rehabilitate or ex-
pand coffee plantings is not available to most coffee farmers even though they
mdy 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. This 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 is evident
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 recommen-
ded 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 the
land 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
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$200 and $1801 at $100. Returns would be about $3057. A third alternative is the
rehabilitation of existing coffee trees over a five-year period. Cost estimates
were calculated at $1250 per hectare at $200 per ton fertilizer prices and $798
Bt $100 per ton. Income at 30¢ 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, be-
cause of its keeping qualities and because a ready market exists, is the best
apparent 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 constructed 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 appa-
rently are seldom considered in the decision-making process of Haitian farmers.

Looking now only at the cost of fertilizer and additional 1labor 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 investient in Fertilizers (including "additional harvesting la-
bor requirements)

Fertilizer All New Plantings System Replacement Rehabilitation

Cost/Ton Farmprice Farmprice Famprice
$.35/1b. §$.45/1b. $.35/1b. $.45/1b. $.35/1b.  $.45/1b.

$ 200 .22 .57 .60 1.13 .21 .02

$ 100 1,32 1.98 2.12 3.01 .54 .98

It becomes very apparent that at best two-critical-elements in the profitable-
ness of the proposed production package is the level at which the price-of-fertaii-
zers will be stabilized and the pricepaid to famers. Any shrinkage of the farmers'
share of the FOB price could well endanger the mumber of famers 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 respon-
sible for project execution, has the essential institutional framework necessary
to carry out an effective program. Its technical staff is familiar with its pri-
mary product, coffee, and has been trained at respected technical schools, includ-
ing CATIE., TIts field staff is located in the rural areas and are presently acti-
vely engaged in fertilizer sales, nursery development, and technical assistance
to individual small fammers 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
LRPCADE 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 pro-
gram, 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 carrey
out such market intervention activities.

While IHBE€ADE Is presently engaged in limited sales of fertilizer on a credit
basis, it dces not now have the capacity to execute a credit prugram of the dimens~
sions described. The GOH has proposed two alternative schemes to provide this capa-
city, both of which involve the Bwreau of Agricultural Credit (BCA), also an agemncy
of the DARNDR. BCA is one of the two agencies involved in small farmer production
credit at this time. Its program ie essentially moribufid. This situation has been
attributed to various factors including lack-ofi-capital (last capital inputs were
made in the early 1960's), lack of operating funds, and the numerous agricultural
disasters of the last decade. 1In any case, thig-egency-has-an-cxperiencad staff tn
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 IHPCADE 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 farmzr 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 thias regard,

VIII. ENVIRONMENTAL CONSIDERATIONS

The implementation of this project will produce positive environmental con-
sequences. The establishment of new coffee plantings and the improvement of exist-
ing plantings on steep slopes will veduce 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 frstering vigorous growth
of root systems which hold the soil and provide dense tuiiage which will break
the force of rain, thus reducing possibilities of soil erosion and water runoff.
Deep root penetration into the soil will recapture goil 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 project on the environment
be the remote possibility of some incidences of harm to human beings if inséchfae
cides or fungicides are grossly mishandled during transport or application. Thy

materials to be used, i. e. malathione, chlcrodane and copper oxides, are

the safest agricultural chemicals. There are no negative environmental effects
from the use of fertilizers at the rates anticipatad,

IX. OTHER DONORS

Since 1967, the UNDP/FAO project in the southern peninsula (Cayes area)yqq 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 and evaluation services

to IHPCADE, and helped to develop its Five-Year Plan. As part of the approved
Five-Year UNDP Country Ppogram, 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

appro ;-igte_ The Venezuelan Government has made some initial soundings as to the
possibility of providing Haiti with a fertili-er mixing plant,

Other donors, such as the IDB, have expressad interest in developing agricul-
tural sector projects primarily in areas such as livestock and irrigation. Gene-
rally speaking, emphasis from other donors has becn on transportation, with road
constwuction projects in the southern and northern parts of the country to be
financed by the IDB IBRD and the French

all of which will prowvde some indirect but important support
for this project by facilitating marketing Fur-
ther, the IBRD is considering financing a national transportation survey which

will serve to tdentify high priority highway and fecder 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 minimm 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 Agricultural 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 fertilizer and its importance to this gyo-
ject, there must be reasonable assurances that Haiti can be supplied with project

speeds for fertilizer of the quantity, type and at the time prescribed. Can this be

demonstrated during intensive review?



-17-

4. The Stabilization Fund will prove its worth in its first two years of opera-
tion or notat all. Can we structure the loan so that after two years a joint All/
GOH review of all loan activities can Uetermine which of the two major financia)
activities (credit or stabilization) has been most effective, and allow reallocg.
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
world market prices. Given these indications, is this the time to require a ney
study of the GOH taxing policies as they relate to discouraging coffee production?

XI. INTENSIVE REVIEW PROCEDURES

If the review of this proposal in AID/W in mid-February 1974 results in autho-
rization for USAID/Haiti to proceed with the intensive review process, such work
is 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 pre-
ferably at the same time.

Their 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 personnel requirenents for IHPCADE.

(c) Developmgnt of types, duration and content of training courses. for coffee
technology, credit methodology and administrative precedures.

(d) Development of plans for the establishment, construction and equipping of
five THPCADE centers.

(e) Determination of commodity requivements amd methods of procurement, assur-
ing that adequate fertilizer stocks will be available.

(f) Estimation of credit requirements {or target arcas by type, quantity and
time.

(g) Assistance to GOH in determination of additional budget requirement fop
overall operations of the project.

(h) Establishment of initial guidelines for utilization of the price stabilizg-
tion fund to assure that adequate monetary contingencies exist but that large sums
of money do not remain idle: apd the identification of technical assistance re-

%%irements necessary for management of such a [und and analysis of the coffee tax
ruccure,

(1) Determination that an agricultural credit institution is adequately intg-
grated and in place or in process of being formed by DARNDR or IHPCADE, with autho-
rity and responsibility to perform the credit disbursement/collection/control func-
tions 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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(3) Completion of further studies or compilation of any information idekiéd
fied by AID/W as lacking in this proposal. 1ettl

IHPCADE will be expected to play an essential role in performance of the
intensive review. It will serve to gather necessary data, will assume responsi-
bility to initiate any new legislation and will coordinate overall efforts of
the intensive review process itself with thehssistance 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 COMMITTEE

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 NF HAITI ("Borrower") and THE UNITED STATES OF AMERICA,
acting through THE AGENCY FOR INTERNATIONAL DEVELOPMENT ("A.1.D,"),

ARTICLE 1
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 Foreign 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 shal} be used exclusively to finance the Unjted 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'l.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 Dyllars ($550,000). The aggregate amount of disbursements
under the Loan is hereinafter referred to as "Principal”,
SECTIONY.02. The Project. The Project shall consist of a
program designed to increase the income and standard of living of the

Haitian smal} farmer through the increased production of a higher grade


http:SECT13NI.02

«2-
of coffee. The Project meeks to establish an overall delivery system
consisting 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) infra,may be modified in writing. The goods and services to
be financed urder 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 aaree in writing,

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

SECYION 2.01. Interest. Borrower shall pay to A.1.D.
Interest which shall acerue 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 ougstanding balance of Principal and on any due and unpaid interest.
Interest on the outstanding balance shall accrue from the date of each
respective disoursement (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-anpually, 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 2.062. Repayment. Borrower shall repay to A.I.D.
the Principal within forty (40) years from the date of the first
disbursement hereunder in sixty-one (61) approximately equal semi-
annual installiments of Principal and interest, The first instaliment
of Principal shall be payable nine and one-half (9 1/2) years after
the date on which the first interest payment is due in accordance with
Section 2.01. A I.D. shall provide Borrower with an amortization
schedule in acrordance with th s Section after the final disbursement

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

A1l 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.I1.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,

SECTICN 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.I1.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
censideration the relative capital requirements of the Repubdic 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 o 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
satisfactory w A.1.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 it constitutes a valid and legally
binding obligation of the Borrower in accordance
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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SCCTION 3.02, Conditions Precedent tp Additional Disbursement.

Prior to any disbussement or to the issuance of any Letter of Commitment
under the Loan other than in connection with an initia) disbursement of
$100,000 for equipment and $75,000 for fertilizer, Borrower shall furnish
in form and substance satisfactory to A.I.D.:
(a) Cvidence that Borrower has established an account
in the National Bank of Haiti for the deposit of
Borrower's counterpart contribution to the Project
and 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 in accordance with
the Project's financial Plan as set forth in Annex 1,
attached hereto.
(c) Evidence that (1) a separate revolving fund has been
established within the Bureay of Agricultural Credit
("BCA") and (1) one-half of said fund's first year's
estimated cash credit requirements as set forth in

Arnex 1, has been deposited therein.
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(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, jg_f:_e_r;aﬂ_a,
(i) the rules and regulations governing the fertilizer
credit and cash credit programs;
(i1) sub-borrower eligibility requirements and the
terms and conditions of cash and fertilizer syb-
Toans (including maximum terms and amounts);
(111)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 processing and administration of bad debts.,
(e) A time-phased implementation plan for the first year
0¥ the Project, setting forth ig&gg_glﬁ;, 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.
(9} Evidence of the establishment of a Coordinating Committee

for the Project comprised of representatives of:

(1) The Department or Agriculture Natura) Resources

and Rural Development ("DARNDR"),

(i1) IHPCADE,

(111)8cCA,

(iv) CONADEP

(v) A.1.D., and

(vi) such other representatives as Borrower and A.1.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 Operations Centers, Borrower shall, except as A.1.D. may
otherwise agrea in writing, furnish to A.1.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,
\1) the recruitment of additional personnel to staff

and administer said Operations Centers;



R

(i1) 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,

(i11)the construction and/or improvement and maintenance
of rural roads to connect the Operations Centers
with the existing road networks and the Project's
primary coffee producing areas,

SECTION 3.04. Conditions Precedent for Construction of

any Particular Operations Center. Prior to any disbursement, or the

issuance of any Letter of Commitment under the Loan for the construction
of any particuler Operations Center, Borrower shall, except as A.1.D.
shall otherwice agree in writing, furnish to A.I.D. in form and sub-
stance satisfactory to A.1.D.:
(a) Evidence that the Borrower has acquired clear legal
title to the land upon which the Operations Center
s to be constructed.
(b) An éxecuted contract for the construction of the

Operations Center with a firm acceptable to A.I1.D.
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SECTION 3.05. Terminal Dates for Meeting Conditions

Precedent to Disbursement,
— 0 tisbursement

(a;

(b)

SECTINN 3.06.

to Disbursement.

If a1l of the conditions specified in Section 3.01
shall not have been met by November 1, 1974 or such
later date as A.I1.D. may agree to in writing, A.I.D.
at its option, may terminate this Agreement by giviry
written notice to the Borrower. Upon the giving of
such notice, this Agreement and alj obligations of

the parties hereunder shall terminate,

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 in writing, A.1.D., at its
option, may cancel the then undisbursed balance of the
amount of the Loan and/or may terminate this Agreement
bv 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 shali pay any accrued interest and,
upon receipt of such payments in full, this Agreement
and all obligations of the parties hereunder shall

terminate.

Notification of Meeting of Conditions Precedent

A.I1.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 v

General Covenants and Warranties

SECTION 4.01. Execution of the Project.

(a) Borrower shall carry out the Project with due diligence

(b)

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.

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 modifications therein, approved by A.1.D.,

pursuant to this Agreement,

SECTION 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
tl:.ose funds normally received by IHPCADE and BCA for their
annual budgetary allotments as referenced in Section 5.01,
Infra. Said $2,000,000 shal] 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 in the 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.

SECTION 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 ejther party, exchange views through thejr
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 tn and during the implementation of the Project, and Borrower

and A.1.D. shal? cooperate to minimize any harmful effects upon the



SECT.ON 4.04. Management. The Borrower shali provide
qualified ang experienced management, acceptable to A.1.D. for the Project
and it shaly train such staff as may be appropriate for carrying out the
Project.

SECTION 4.05. Operation and Management. Borrower shall carry

out and maintain the Project in conformity with sound engineering, finan-
cial, 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

firm, any personnel of such contractor financed hereunder, and any property
or transactions relating to such contracts, financed hereunder and (b)

any commodi ty Prucurement transaction financed hereunder, are not exempt
trom identifiabje taxes, tariffs, duties, and other levies imposed under

laws in effect in Haiti, Borrower shall, as and to tie extent prescribed
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in and pursuant to Implementation Letters, pay or refmburse 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.I1.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
*he 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.1.D. Geographic Code Book
as in effect at the time of such use,

SECTION 4.08. Disclosure of Material Facts and Circums tances,

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.1.D., accurately and completely, all facts and circumstances that
might materially affect the Project and the discharge of {ts 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.

SECTION 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, nor to the best of its knowledge
has there been paid nor will there be paid by any other
oerson 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 report
to A.1.D. any payment or agreement to pay for such bona
fide prefessional, 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.1.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 recefved by Borrower, or any official
of Borrower in connection with the procurement of goods
and services financed hereunder, except fees, taxes, or
similar payments legally established in Haiti,

SECTION 4.10, Maintenance and Audit of Records. Borrower

shall maintair, or cause to be maintained, in accordance with sound
accounting principles énd 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 prosnective
sunnliers 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, in accordance with
sound auditing s-andards, 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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SECVION 4.11, Reports. Borrower agrees to furnish to A.1.D.
such informaticn and reports relating to the Loan and to the Project
as A.I1.D. may reasonably request,

SECTION 4.12. Inspections. The authorized representatives of
A.1.D. shall have the right at all reasonable times to inspect the Project
sites, the utilization of a1} goods and services financed under the Loan,
and Borrower's books, records, and other documents relating to the Project
and the Lean. 3orrower shall cooperate with A.1.D. to facilitate such
inspections and shall permit representatives of A.I1.D. to visit any part

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 allogments 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) <urrent coffee tax rates in Haiti, and (i1) workd market
nrices 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
separate 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 (i1i) maintains the administration and accountability for the

fertilizer and cash credit elements of the Project separate from its

other operations.
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SECTION 5.04. Farmer Producer Price for Coffee,

Borrower covenants to take 11 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.1.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 Eovenants 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 orioritv in the granting of fertilizer and cash credit to the
Agricultural Credit Societies ("SAC's") and use its best efforts to
éncourage the formation of additional SAC's with a view toward their
eventual qrowth and transition into agricul tural cooperatives.

SECTION 5.08. Small Farmer Coffee Producers. Borrower

covenants to use its best efforts to implement the Project in such a

manner 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.1.D, may otherwise agree in writing, and except as provided
in sub-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 1ncl ded in Code 941 of the A.1.D. Geographic
Code Book as in effect at the time orders are placed or contracts are
entered into for such goods and services ("Selected Free Workd Goods
and Services",. Al ocean shipping financed under the Loan shall have
both its source and origin in countries included in Code 941 of the
A.1.D. Gaographic Code Book as in effect at the time of shipment.

SECTICN 6.02. Procurement from Haiti. Disbursements made

bursuant 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 Haits.

SECTION 6.03. Eligibility Date. Except as A.I.D. may

otherwise agree in writing, no goods or services may be financed under
the Loan which are procured pursuant to orders or contracts firmly

nlaced or entered into prior to the date of this Agreement.
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SECFION 6.04., Goods and Services not Financed Under Loan.

Goods and services procured for the Project but not financed under the
Loan, shall haye their source and origin in countries included in Code
935 of the A.1.D. Geograbhic Code Book as in effect at the time orders
are placed for such goods and services,

SECTIUN 6.05, Implementation of Procurement Requirements .

The definitions applicable to the eligibility requirements of Sections

Letters,
SECTICGN 6.06. Plans, Specifications and Contracts.

(a) Except as A.1.D. may otherwise agree in writing, the
Borrower shalj furnish to A.1.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.1.D. may otherwise agree in writing, all
of the plans, specifications, and schedules, etc.,
Turnished pursuant to subsection (a) above shall be
approved by A.I1.D. in writing.

(c) Except as A.I.pD. may otherwise specify, all bid

documents and documents related to the solicftation
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of proposals relating to goods and services
financed under the Loan shal) be approved by
A.1.D, in writing prior to their issuance.
Such documents shall be in terms of United
States standards and measurements, except
as A.1.D. may otherwise agree in writing.
Except as A.I.D. may otherwise agree in writing,
the following contracts financed under the Loan
shall be approved by A.I.D. in writing prior to
their execution;
(i) contracts for engineering, consultant and

other professional services;
(11) contracts for construction services;
(ii1)contracts for such other services as A.I.D.

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

A.I1.D. may speci fy.
In the case of any of the above contracts for services,
A.1.D. shall also approve in writing the contractor and
such contractor personne] as A.I.D. may specify,
Material modifications in any of such contracts and
changes in any of such personnel shall also be approved

ty A.L.D. in writing 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 in Code 935 of the A.I.D.
Geographic Code Book as in effect at the time of
shipment.

(b} Unless A.I.D. shall determine that privately-owned
United States-flag commercial vessels are not
available at fazir 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 Unjted 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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(i1) 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 shail 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
requlation, 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.

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 renlacement

or repair of such goods. Any such replacements shali
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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 forms shall have the opportunity to participate
in furnishina 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 6.71. United States Government-Owned Excess Property.

Borrower will utilize, with respect to goods financed under the Loan ¢o
which Borrower takes title at 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.I1.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 inspection and of acquisition, and all charges incident to the transfer
to Borrower of such Excess Property, may be financed under the Loan. Prior

t2 the procurement of any goods, other than Excess Property, financed under
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the Loan and after having sought such A.I.D. assistance, Borrower shall
indicate to A.1.D. in writing, 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 1n the Project.
SECTION 6.12. Information and Marking. Borrower shalj 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 Lozn, 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.1.D., conmitting A.I.D. to
reimburse such bank or banks for payments made by them to contractors
or suppliers through the yse 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
in Letters of Commitment 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. Upon

satisfaction o7 conditions precedent, Borrower may, from time to time,
request disbursement by A.I.D. of local currency for Local Currency
“nosts of goods and services procured for the Project in accordance with
the terms and counditions of this Agreement by submitting to A.I.D. such

supporting documentation as A.1.D. may prescribe in Implementation
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Letters. A.7.D. shall make such disbursements from 1scal currency of
Haiti owned by the United States Government and obtained by A.I.D.
with United States dollars. The Unjted States dollar equivalent of
the local currency made available hereunder shall be the amount of
United States dollars required by A.1.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.I1.D. mayv 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 c 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.1.D. disburses the local currency to Borrower or its

designee.

SECTION 7.05. Terminal Date for Disbursement. Except as

A.1.D0 may otharwise agree in writing, 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



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.1.D. has not disbursed or committed itself to disburse, c» (i)
which has not then been utilized through the issuance of irr vocable
Letters of Credit or through bank payments made other than under
irrevocable Letters of Credit,

SECTION 8.02. Events of Default; Acceleration. If any

one or more o the following events ("Events of Default") shall occur:

(a) The Borrower shall have failed to pay when due any
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
with 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 acreement, any
guaranty 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:

(1) such unrepaid Principal and any accrued
interest hereunder shall be due and payable
immediately; and

(i1) the amount of any further disbursements made
under then outstanding irrevocable Letters of
Credit or otherwise shal] become due and
payable as soon as made.

SECTION 8.03. Suspension of Disbursement., In the event

that at any time:

(a) an Event of Default has occurred;

(b) an event occurs that A.1.D. determines
to be an extraordinary situation that makes tt
improbable either that the purpose of the Loan will
be attnined or that the Borrower will be able to
perform its obligations under this Agreement] or

(c) any disbursement by A.1.D. would be in violation
nf the legislation governing A.1.D.;

(d) The Borrawer shall have failed to pay when due any

interest or any installment of principal or any other



-34-
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,I1.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 irrevocable Letters of
Credit or through bank payments made other than
under irrevocable Letters of Credit, in which
event A.I.D. shall give notice to the Borrower
promptly thereafter;

(i1) decline to make disbursements other than
under outstanding commitment documents ;

(i11)decline to issue additiona? commitment documents;

(iv) at A.I1.D.'s expense, direct that title to goods
fimanced under the Loan shall be transferred to
A.I.D. if the goods are from a source outside
Haiti, are 1n a deliverable state and have not
been offloaded in ports of entry for Haiti. Any
disbursement made or to be made under the Loan
with respect to such transferred goods shalj 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 Agreement. Not-

withstanding any cancellation, suspension of disbursement, or
acceleration of repayment, the provisions of this Agreement shall
continue in full force and effect until the payment in full of alil
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 ,
May require the Borrower to refund such amount in
United Saates dollars to A.1.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 pe reduced by the amount of such remainder.
Notwithstanding any other provision in this Agreement,
A.1.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.

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.1.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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SECTICN 8.07. Expenses of Collection. A1l reasonable

costs incurred by A.I.D. other than salaries of its staff, in
connection with the collection of any refund or in connection wit
amounts due A.1.D. by reason of the occurrence of any of the even
specified in Section 8.02 may be charged to Borrower and shall be
reimbursed te A.I.D. by the Borrower in such manner as A.I.D. may
specify.

SECTION 8.08. Nonwaiver of Remedies. No delay in exerc

or omission to exercise any right, power, or remedy accruing to A.
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. A1l notices, requests, communications, and documents bubmitted
to A.1.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 Seéretany 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.1.D.

of written notice of revocation of the authority of the duiy authorized
representatives of the Borrower designated pursuant to this Section,

it may 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.1.D. shall from

time to time issue Implementation Letters that will prescribe the
procedures applicable hereunder in connection with the implementation

of this Agreement.



=40
SECTION 9.04, Promisscry Notes. At such time or times as

A.1.D. may request, the Borrower shall issye promissory notes or such

other evidence of indebtedness with respect to the Loan, in such form,
contdidning suzh terms and supported by such legal opinions as A.1.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 al] obligations of the Borrower and A.I.DD under this
Loan Agreement shall terminate.

SECTION 9.06. English Lanquage Controls. In the event

that the parties hereto also execute this Agreement in the French
language, ther 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 WITHESS WHEREOF, BORROWER AND THE UNITED STATES OF AMERICA,
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

-y

P
By: ?ﬁ;_w‘_:/_“"ﬁ/
/' Jaurds Leveque

Title: Secretaire d'Ftat Title: Ambassador Extraordinary

de 1'Agriculture des Plenipotentiary
Ressources Haturelles
et du Developpement Rural

v Ao v A b

Emmanuell Bros Scott L. Beho i?y
Title: Secretaire d'Etat Title: A.I.D. RepresentAtive
4
des Finances et des to Haiti

Affairs Economiques,

et Secrétaire Exécutif
du CONADEP



ANNEX I

Project Description

farmer coffee production pProgram to increagze small farmer income by im-

proving the qQuant Ity and quality of Haitiap coffee. Increased production

the small farmer through increased Tesearch and extension activities, in-
troduction of chemical fertilizer and pesticides, increased credit avail-
ability, improvement of rural farm roads in coffee-producing areas, ex-
panded training of agricultural agents and farmers, and the establishment
of an agricultural Cooperative system. The Borrower will implement the pro-
gram through the Department of Agriculture, Natural Resourcesg and Rural

Development (DARNDR) which will, in turn, delegate responsibility for

1. Operationn Centers

Under the direction of IHPCADE, six Operations Centers will be
constructed in the major coffee-producing centers of the country, IHPCADE
will carry out s 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 nur-
series, seed Produ:tion, demonstrations of farming methods and coffee re~

search, living facilities for the Director and Farm Manager, offices,
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classrooms and workrooms for technical, administrative and credit staff,
8 warehouse for storage of fertilizer and coffee, provision for drying
and d»pulping coffee, if necessary, and a facility for training groups
of up to 30 farmers in pPrograms relating to coffee technology and agri-
cultural cooperatives. A total of 10,200 square feet of buildings are
estimated for ea-h center. A. I. D. financing of up to $1,000,000 will
be provided for ha activity, to be composed of approximately $550,000
in local costs and approximately $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 progran described below,

2. Fertilizer

Based upon expectations regarding the world market price of ferti-
lizer (plus ocean freight and internal delivery costs), the Project envi-
sions the application of approximately 14,000 tons of chemical fertilizer
(25-5-15) on approximately 12,800 hectares over a five-year period.
Av umdtlons un these amounts depend upon inter alia, the type of coffee
or._..ard 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 remsin in effect cn 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
recelve 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.



4. BCA Credit Operations

The Projzct envisions the strengthening of precent BCA capacity
to provide creiit 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 {or 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 speclal "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 conditisns 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 wilil
rzcelve funds sufiicient to adequately equip its central office and six re-
g:.«nal offlces to carry out its credit functions in support of the objectives
of the program. Tn addition to these amounts, approximately $297,000 will be
made available by the Bnrrower 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 progran may require. Training of DARNDR per-
sonnel in the rield 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 publigh 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-
rancing the capitalization of a coffee price stabilization fund, Subject to

the availability of funds, A. I. D, will provide reagsonable costs necessary

to carry out this study from grant funds.



7. Project Coordination

The Pruject will be coordinated, at the working level, by a
technical level committee comprised of representatives from IHPCADE,
BCA, DARNDR, A, I. D. and other appropriate technical agencles, such
as FAO, concerned with the proper functioning of the Project. The rom-
mittee will formally meet at least quarterly to discusg pProgram progress
and needs, and make Tecommendations, as appropriate for any necessary
action required by any of the agencies involved.

B. Schedullgg

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 a8 jointly pro-
grammed Project Account in the Banque Nationale de la Republique d'Hait4
(BNRH). The BNRH will act as the depository for Borrower counterpart con-
tributions 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
e§ent that such counterpart contributions are not forthcoming, A. I, D.
may withhold additional disbursements for the purchase of fertilizer,

At appropricte timesg over the life of the Project, and at least
annually, the Borrower, represented 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 reached as to the specific financial
needs of each of the activities financed by the Borrower's contributionsg
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 fundg will be according to normal Borrower procedures and re-
gulations subject to the gpproval of A, IsD. Quarterly reports of expendi-
tures will be pPrepared 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 50% from its original projection over the life of

the Project.



