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exchange and local currency costs for the project. 

2. The project consists of advisory assistance, training, commodities, 
construction and other activities to assist the Agricultural Credit 
Bureau (BCA) to strengthen its capacity to provide credit,savings and 
other financial services to rural Haitians on a financially viable basis. 
The grant funds provided by A.I.D. will be complemented by Government of 
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(1) An opinion of the Secretary of State of Justice of the Republic 
of Haiti or other counsel acceptable to A.I.D. that this Agreenent has been 
duly authorized and/or ratified by, and executed on behalf of the Republic 
of Haiti, and that it constitutes a valid and legally binding obligation 
of the Republic of Haiti in accordance with all of its terms; and 

(2) A statement of the name of the person holding or acting in 
the office of the Grantee, and of any additional representatives, together 
with a specimen signature of each person specified in such statement. 

d. 	 Conditions Precedent to Disbursemnt for Activities other than
 
Technical Assistance and Studies
 

Prior to any disbursement, or the issuance of any comnitment documents 
under the Project Agreement to finance activities other than technical assistanc 
and studies the Grantee will, except as A.I.D. may otherwise agree in writing, 
furnish in form and substance satisfactory to A.I. D. evidence that Article 22 
of the organic la of the Agricultural Credit Bureau has been revised such 
that a maximum interest rate is not fixed by this law but by action of the 
BCA's Administrative Council following the general policy of the Banque de la 
Ripublique d'Haiti. 

e. 	 Conditions Precedent to Disbursement for Construction 

Prior to any disbursement, or the issuance of any commitment documents 
under the Project Agreement to finance the construction of any facility, the 
Grantee will, except as A.I.D. may otherwise agree in writing, furnish in 
form and substance satisfactory to A.I.D. evidence that the Grantee has 
acquired title to the land on which that facility is to be constructed. 

f. 	 Conditions Precedent to Disbursements for Long-Tem Training 

prior to any disbursement, or the issuance of any ammitment documents 
under the Project Agreement to finance overseas, long-term training, the 
Grantee will, except as A.I.D. may otherwise agree in writing, furnish 
in form and substance satisfactory to A.I.D.: 

(1) Evidence that the candidate selected for such training has 
signed a commitment to return to Haiti and to provide services to the BCA for 
a period at least equal to the time spent in training and 

(2) Evidence that the candidate selected for such training is 
guaranteed a position in the BCA upon his return equal to or superior to 
the one held by the candidate prior to such training. 
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g. Special Oovenants 

(1) The Grantee agrees to establish an evaluation program as part 
of the project. The program will include, during the implenentation of the 
Project and at one or more points thereafter; 

(a) evaluation of progress toward attainment of the cbjectives 
of the Project; 

(J:) identification and evaluation of prcblem areas or constraints 
which may inhibit such attainment; 

(c) assessment of how such information may be used to help 
overcome such prcblems and 

(d) evaluation, to the degree feasible, of the overall 
development impact of the Project. 

(2) The Grantee agrees to finance all operating deficits incurred 
by the BCA during the life of the Project in a manner which does not reduce 
the capital of the BCA. 

(3) The Grantee agrees to advise and consult with A.I.D. on any 
proposed changes in BCA's organization or legal structure prior to the 
proposals being stbmitted for legislative action or decree. 

Allan R. Funnan 

Director USAID/Haiti 
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I. SUMMARY AND 1MCDATICNS 

A. Project Background 

The availability of formal rural financial services in Haiti is 
very limited. There is no private owTaercial banking system in rural areas. 
Formal financial services currently available include only: (1) agricul­
tural production credits extended through the Institut de Dveloppement
Agricole et Industriel (IDAI), the Bureau de Credit Agrioole (BCA) and 
several regional development organizations and (2) savings and credit 
services through a relatively small credit union movement. It is estimated 
that less than ten percent of Haitian rural households have access to 
these formal f'nancial services. Thus, in Haiti the limitation of formal 
rural financial services includes not only a limitation in the types of 
services available but limited patronage as well. 

This limitation on availability of formal financial services
 
severely constrains the process of rural development. Thus, to provide

for increases in rural private sector investments during the late 1980's
 
and on into the 1990's, a solid fourndation for rural development

banking must be established. Several other major factors must be 
considered with respect to rural development banking. First, one of the 
greatest problem affecting rural Haitians is malnutrition. Thus, the 
near term priority in rural development banking is an expansion of food 
production credits employing labor intensive technologies. Second, 
recognizing the inmmensity of the investment requirements over the longer
term, rural savings mobilization must be introduced to complement both 
external and urban based capital. Third, given the absence of any formal 
commercial rural financial sector, rural development banking will remain 
an initiative of the public sector. Fourth, recognizing the limited GOH 
capacity to subsidize operating costs and thereby constrain expansion,
the operating losses of rural development bahking must be minimized. 
Fifth and lastly, given its past involvement with small farmer groups and 
emphasis on traditional food crop production, given its improvements in 
both effectiveness and efficiency of current operations and given its 
recent initiatives in reorganization and ccntrol, the BCA is logically
the institution which should serve as the foundation for a broad-based 
rural development banking network. 

B. Project Description
 

The goal of the project is to accelerate rural development in 
Haiti, with rural development defined in terms of direct increases in 
the standard of living of rural Haitians. The gains sought include 
increases in food production and marketing in rural areas and employment
generation for the purpose of providing the lowest income strata the 
wherewithal to purchase food commodities. The purpose of the project
is to strengthen the capability of the BCA to provide credit, savings
and other related banking services to rural Haitians on a financially
viable basis. The project complements other rural development 
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activities of the Mission, which 
are aimed at increasing rural infrastructure
(i.e. roads, irrigation and health care). and rural institution building
(e.g. agricultural research). 

Through the provision of advisory services, training, camwdities,
construction and capital, the project will strengthen the BCA in fourareas, each representing a component of the project. First, administration
and managemnt will be improved by the revamping of BCA's organizational
structure, operating systems and personnel systems ard by additions to itsphysical infrastructure. This crmponent represents essentially expansionof the Mission's recent support to the BA and is based on progress todate. Second, BCA's banking services will be expanded. This includes
 
an expansion of agricultural production credit and 
an expansion of otherbanking services. The expansion of agricultural production credit includes
extension of geographical coverage, well as the increasing of available
as 
capital in locations currently served. Other banking services to beexpanded include savings services (i.e. passbook and time deposit accounts)
and accounting and money transfer services 
to other GOH financial institutions.The third comonent is strengthening of financial viability and includesadjustments in interest rates and fees to minimize operating deficits, arationalization of GDH contributions covering development banking aosts, andimproved portfolio management and planning for capital requirements. The
fourth and final ccmponent is an assessment of rural financial markets 
 inHaiti and the potential for and character of an expanded BCA role therein.One of the studies carried out under this ccmponent will address the feasibilityof a merger of the small farmer credit portfolio of IDAI with the BCA.
studies will also examine ways BCA's activities can be coordinated better

The
 

with DARNDR's rural extension services. The assessment will subsequentlyaddress issues of a longer term nature, such as the pace and pattern of the
BCA evolution into rural development banking.
 

C. Project Funding 

The A.I.D. grant provides $2,400, 000 in foreign exchange and localcosts over a period of 3 years. The A.I.D. grant funds include: $530,000 forlong and shot-term technical assistance, $232,000 for training, $450,000 for
commodities, $792,000 for construction, $50,000 to implement pilot savings
mobilization programs, $150,000 for the assessment/studies of rural financialmarkets, $30,000 for evaluation and $66,000 for contingencies. Inflation
factors have been built into all the cost estimates individually. Thetotal A.I.D. contribution represents approximately 39 percent of total project

costs.
 

The GH contribution provides $3,776,000 in local costs over thelife of project. The GDH contribution includes $110,000 for ccmmodities,$2,000,000 for capital and $1,666,000 to cover the anticipated operating deficits.The wrodities and capital contribution will be from PL 480 generated fundswhile the funds covering the operating deficits will amce from general revenues.The total GDH contribution represents approximately 61 percent of total 
project costs. 
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D. Issues 

Two issues evolved during project development which potentially
could jeopardiza the success of the project. The issues and their 
current state of resolution are discussed below. 

1. Proposed Mercer of the BCA and the Agricultural Division of
JDAI to Create an Agricultural Credit Bank (ACB) 

The proposal by the Ministry of Plan (SEP) to merge the BCA
and the IDAI agricultural credit division into an ACB has been with­
drawn. A new proposal being considered is for the BCA to absorb the
small farmer credit portfolio of the IDAI. The BCA and the Mission do 
not disagree in principle with such a transfer, but do believe that
such a transfer should only be effected following an in-depth analysis
of the tmo credit portfolios, staffing requirements, logistics and 
other financial and administrative aspects and ramifications of such 
a merger. Such an analysis will be included in the studies/assessment
component of the project. A more complete discussion of the proposed
organizational transfer is contained in the Administrative Analysis
section of this project paper. 

2. Continuing GOH Subvention of the BCA 

The GOH has traditionally subvened small farmer production

credit. In the case of the IDAI, 
 special taxes are earmarked as a
subsidy while in the case of BCA, annual transfers frum both the public
treasury and the PL 480 account have been provided. With the expansion
of the BCA portfolio in recent years, the magnitude of the required
subvention has increased substantially; in 1975 the deficit was about
$60,000 while in 1979 it had increased to over $260,000. Despite
expected gains in efficiencies which should result in nominal annual
growth rates of 35 percent for income but only 18 percent for costs
assuming a continuation of the current interest and fee schedule, the
annual deficit by the end of the project is orojected at $49 0000. It is 
doubtful that the GCH can maintain such a high level of subvention if
it draws solely on.funds from the public treasury. Furthernore, an 
even greater expansion of rural credit is anticipated after project
termination, and such an expansion cannot be supported unless the BCA
is allowed to increase its operating inacme, necessitating further 
increases in-interest rates and fees. 

In discussions concerning the issue, the GOH has recognized
the need to remedy the situation but has also pointed out its view that
equity considerations should prevail with respect to BCA small farmers 
enjoying the sane low interest rates provided industry and larger
farmers. It has also indicated that the BCA provides developmental
services which sht uid continue to be subsidized. The USAID position
recognizes the equity considerations but has urged the GOH to consider 
more appropriate means of subsidizing small farmers than with arti­
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ficially lcw interest rates. The USAID also agreed that to the extent 
the BCA provides developmental services these should be subvened. It did 
not, hocever, agree to the GOH using PL 480 Title I generated funds to 
subsidize banking services to small farmers. 

As a result of the discussions and negotiations, it was agreed
that interest rates and fees charges by the BCA would be increased gradually 
over the IOP. (See Financial Analysis). A necessary first step to this 
process is for Article 22 of the BCA organic law to be amended in a manner 
which allows the BCA Administrative Council flexibility to set the interest 
rate by its own action. (The current legislation specifies an interest rate 
ceiling of 9 percent). It was also agreed that during the project, the 
costs of BCA operations would be studied and categorized into developmental
service costs or banking service costs. Such a study will provide the BcA/GOH
a more solid basis in determining a more appropriate level of subvention. 

E. Recommendations 

1. Terms of Assistance 

Based on the findings of the Project Development Committee,
the 	request for assistance from the Government of Haiti and on the review 
of the project proposal by the Haiti Mission, it is recommended that a
$2,400,000 grant be approved to assist the (OH to strengthen the capability
of the BCA to provide credit and other financial ser-es to rural Haitians 
on a financially viable basis. 

The Grantee will be the GOH acting through the Department of 
Agricu1 ture, Natural Resources and Rural Development (DAPNDR), the 
State Secretariat of Plan (SEP) and the State Secretariat of Finance and 
Economic Affairs. Responsibility for project execution is with the 
Bureau of Credit Agricole (BCA), a semi-autonomous agency of the GOH. 

2. 	 Special Conditions 

a. 	 Condition Precedent to Disbursement for Other Than Technical 
Assistance or Studies 

Prior to any disbursement, or the issuance of any commitment
documents under the Project Agreenent to finance activities other than
technical assistance or studies, the Grantee will, except as A.I..D may
otherwise agree in writing, furnish in form and substance satisfactory to A.I.D.
evidence that Article 22 of the Bureau de Crdit Agricole organic law is
revised such that a maximum interest rate is not fixed by this law b'.*t by action
of the Administrative Council following the general policy of the Banque
de la Rpublique d'Haiti. 

b. 	 Conditions Precedent to Disbursement for Construction 

Prior to any disbursement, or the issuance of any ccnmritment
docunpnts under the Project Agreement to finance the construction of any facility,
the Grantee will, except as A.I.D. may otherwise agree in writing, furnish
in form and substance satisfactory to A.I.D. evidence that the Grantee has 
acquired title to the land on which that facility is to be constructed. 
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c. Ccnditions Precedent to Disbursements for Long-Tierm. Training 

Prior to any disbursement, or the issuance of any comitment 
documents under the Project Agreement to finance overseas, long-term training, 
the Grantee will, except as A.I.D. may otherwise agree in writing, furnish 
in form and substance satisfactory to A.I.D.: 

(1) Evidence that the candidate selected for such trainina has 
signed a commitment to return to Haiti and to p-ovide services to the BCA for 
a period at least equal to the time spent in training and 

(Q) Evidence that the candidate selected for such training is 
guaranteed a position in the BCA upon his return equal to or superior to the 
one held by the candidate prior to such training. 

d. Special Covenants 

(1) The Grantee agrees to finance all operating deficits incurred 
by the BCA during the life of the Project in a manner which does not reduce 
the capital of the BCA. 

(2) The Grantee will agree to advise and consult with A.I.D. 
on any proposed changes in BCA's organizational or legal structure prior to 
the proposals being submitted for legislative action or decree. 

F. Project Preparation and Review 

The PID was completed in May, 1980 and reviewed by t' DAEC in 
Washington that same month. The DAEC provided authorization to proceed with 
the development of the Project Paper pending the results of discussions with 
senior COH officials concerning question of BCA future status and mandate. 
The Mission reported by cable to the DAEC on tis subsequent discussions and 
the DAEC provided its go ahead on project development in late June 1980. 
The project was then developed over the following year by the following committees 
and outside advisors. The USAID/Haiti project development committee included: 

John A. Becker, 	 Agricultural Economist, Project Design and 
Coordination Division; 

Scott E. Smith, 	 Chief, Project Design and Coordination Division; 

Michael Baldwin, IDI, Project Design and Coordination Division; 

Ernst Paul-re, Office of Engineering, Technology and Energy and; 

Robert Leonard, Financial Analyst, Controller's Office. 

The BCA Project 	development committee included: 

RrOAini Conte, Director, BCA 

Karl Horr , Chief, Financial Division,and 

Saturnin Louis, 	 Chief Technical Service. 
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The project development camittees were assisted by the following 
advisors, in chronological order: 

Chet Aeschliman, Financial Advisor, CUNA 

Peter Marion, ADP Specialist, CUNA; 

Tam Carter, Director of Programs, CUNA 

Dale Adams, Professor, Ohio State University 

Compton Bourne, Visiting Professor, Ohio State University 

David Adana, Capital Development Officer, AID/W 

Jcln Bilderbeck, Accounting Advisor, COMA 

John Gackay, Savings Specialist, Private Consultant and; 

Dean Mahon, Accounting Advisor, CUNA 

The Project Paper was reviewed in USAID/Haiti by the following 
officers: 

Allan R. Furman, Mission Director 

Scott E. Smith, Acting Assistant Director; 

William S. Rhodes, Acting Chief, Project Design and Coordbiaticn 
Division
 

Joel Cotten, Program Evaluation Officer 

Donald Shannon, Chief, Controller Division 

Gerard Neptune, Chief, Agricultural Development Office 

JamsGardner, Chief, Office of Engineering, Technology and 
Energy; 

Rbert Gibson, Regional Contracting Officer 

Robert Meighan, Regional Leg4l Advisor 
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II. POJECT BACKGROUND AND DETIULED DESCRIPTION 

A. Badground and Rationale 

.1. Financial Services in Haiti: Institutional Settin 

There are several institutions in Haiti - public and private - which 
provide formal financial services to rural areas. Public sector financial services 
are provided by a public commercial bank, two development banks and several 
credit operations involved in area development schemes. Private sector financial 
services consist only of a small credit union movement. There are no private 
commercial banks in rural Haiti. The impact of formal financial institutions 
to date has been limited; less than 10 percent of rural households are served 
by formal financial services. Inforal financial services dominate in 
rural Haiti.
 

a. Formal Public Financial Services 

Until 1979, the Banque Nationale de la Rpublique d'Haiti
 
(BNRH) combined the functions of a central bank and a public commercial bank.
 
These two functions were split in that year with the creation of the Banue de 
la Rpublique d'Haiti (BRH) which assumed the central banking functions and 
the Banque Nationale de Credit (BNC) which assumed the commercial banking 
functions. The BNC operates 11 offices and two agencies throughout the country. 
Their lending however is limited primarily to non-agricultural activities in 
and around the towns where they are located. 

The largest development bank is the Institut de D~veloppement 
Agricole et Industriel (IDAI). It was established in 1961, to replace a 
predecessor agency which also provided credit to both agriculture and industry. 
In 1980, the IDAI extended slightly more than 5 million dollars of credit, 
2.4 million dollars in lending for agriculture and 2.6 million dollars in 
lending for industry. Lending in both sectors had increased markedly fran the 
previous year with increases of 90 percent and 82 percent for agriculture and 
industry, respectively. Of funds lent for agriculture, over 50% were short-term 
credits for rice and bean production destined for the urban Port-au-Prince 
market. Of the remaining 1.2 million dollars in agricultural lending, 
approximately $500,000 were allocated for two industrial crops, cotton and 
tamatoes. The remainder was provided for sugarcane, tobacco and various food 
crops. Agricultural lending includes both supervised credit to medium size 
producers and short-term production loans to groups of small farmers. Operating 
costs per dollar of lending are high in both programs and default rates are 
a serious problem. Operating revenues are low due to artificially low 
interest rates. Of funds lent for industry, approximately 50% were extended 
to private sector enterprises, with the remainder extended to the IDAI 
subsidiary, the Socift6 d'Equipeent National (SEN) which directly operates 
a nurber of agro-industrial enterprises. Industrial lending also suffers fram 
high operating costs and low operating revenues. Operatii.g deficits incurred 
in both agricultural and industrial lending are offset by special taxes 
earmarked for the IDAI. 
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The other develcpmnt bank and pximary fonral source of creditto the agricultural sector is the Bureau de Credit Agricole (BCA). It was
established in 1959 to replace a predecessor agency which provided agricultural
credit. In 1980, the BCA extended about $1.7 million of new loans under two
 
programs, the Prt Ordinaire and the Coffee Production and Promotion (PPC)

sheme; the latter supported by USAID. Of the $1.7 million, 
 over $1.5 million was extended under Prt Ordinaire, while only about $150,000 in new loans were

made in PPC. These amounts represented over a one hundred percent increase
in PArt Ordinaire lending and a decrease of about forty percent in lending.PPC 

Of the lending under the Pr@t Ordinaire scheme, only about twenty percent was
for commercial crops. An estimated three quarters of the Prit Ordinaire is
extended for food crops. lending isBCA done primarily through groups of
7 to 15 small farmers called Socirths Agricoles de Credit (SACs), although

loans are also extended to cooperatives and individuals. Operating osts
 
are high per dollar loaned and defaults under the PPC program are inordinately
high. Operating revenue generation is inadequate and the resulting deficits arecovered by GOH subsidies. The FY 1980 operating loss covered by subsidy was

nearly $220,000, or about 13% of lending volume.
 

In addition to funds lent by the IDAI and the BCA, rural
(primarily agricultural) 
 credit is a ccmponent of several integrated rural

development schemes implemented by semi-autonamous regional development

organizations, most of which have begun operations only in the last three or

four years. These programs, generally financed by international donor
organizations, are presently active in the North (ODN), the Gonaives Plain

(ODPG), the Artibonite Valley (ODVA), and the 
area around Petit-Goave in the
southern peninsula (DRIPP). The credit operations of these organizations are
usually managed by the corresponding regional development organizations with

minimal involvement of the regular GOH credit institutions. This represents

a proliferation of agricultural credit programs, each with their own objectives,
procedures and lending criteria. This problem of uncoordinated proliferation

has been recognized and increased inter-governmental coordination on credit

has been begun. The IDAI has signed an accord with the ODVA and the ODN

credit operations 
are to be taken over by the BCA. The DRIPP project has
discussed integrating its credit operations with both the IDAI and the BCA.In sum, the integrated rural development schemes have substantial amounts of
funds available for agricultural credit. However, with the exception ofextension of credit to the regional project in the Artibonite Valley (the location
of some of the richest agricultural lands) a paltry amount has been lent todate. For example, after three years, the ODN has been able to extend less
than $100,000 in term credits.short and medium This performance has beenin part due to delays in developing and extending individual credit systems.
The credit systems of the integrated schemes have also had high default rates 
and required heavy subsidization of costs. 

b. Formal Private Financial Services 

The only formal private financial services in rural areasare those provided by a small and poorly organized credit union (caisse
populaire) movement. As indicated above, there are no private cmmercial banks
serving rural Haiti. Although information about the caisses populaires issketchy, recent estimates by CUNA are that perhaps 60 caisses populaires exist,
with total shares and savings amounting to about $1.0 million. As most of
these caisses populaires are in Port-au-Prince, it is doubtful if they play
a significant role in rural, especially agricultural lending. A particularly 
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successful group of primarily rural-based caisses populaires exists in the 
Southern Peninsula, in and around les Cayes, under the leadership of the 
Oblate Fathers. These caisses populaires, while having only limited success 
in rural lending, have demonstrated that rural savings do exist in Haiti 
and that these savings can be mobilized for investment. 

c. Informal Financial Services 

By far the largest amount of rural financial activity in 
Haiti takes place through informal channels. No single detailed study on 
the operations of informal credit in Haiti has been undertaken. However, 
information is available fran a number of reports and studies of rural 
Haiti that provide a partial picture of these operations. Informal lending 
is most often associated with the ocnsumption and planting needs of the small 
fazM family and with the rural marketing process. Loans are frequently 
required to purdase oaawjdities to feed the family between sowing and harvesting 
seasons, since storage of agricultural commodities from one harvest to the next 
is difficult and thus not widely practiced. "Consumption" loans are also 
required for ceremonies such as weddings and funerals, repayment of debts 
accumulated by deceased parents prior to their death or to pay for expenses 
incurred during long or severe illnesses. With respect to marketing, 
working capital is required to permit the purchase of produce in rural areas 
before it is brought to market in urban consumption centers. 

Interest-free loans among family and neighbors are not 
unoaxmon, e.g. when the borrower has same sort of personal or familial 
emergency. However, such short-term interest-free loans do not appear 
to be extended for business (i.e. fanming or marketing) purposes. The most 
coonn sources of informal credit for farming purposes are the marketing 
intermediaries, i.e. the speculator and the Madam Sara. The most common 
procedure involves a loan against a future crop. The peasant obtains the 
loan when he needs it and pays it back, in kind, at harvest time. Interest 
rates vary, but in general can be ccnsidered quite high. Interest can be 
paid in cash or from the differential between the price at which the 
borrower contracts to sell his crop to the lender and the market price at the 
time of the actual transaction. 

Working capital for marketing freg-yently comes from rural 
money lenders, generally storeowners, at high interest rates (estimated at 
10% per nnth on average). Profits from trading operations are "reinvested" 
in working capital until the Madam Sara can operate without outside capital. 
Speculators and other intermediaries in the coffee marketing process are 
frequently financed by the exporters to whom they sell. Working capital for 
marketing is sometimes "lent" by the peasant to the trader through the sale 
of produce on credit until the intermediary resells the produce in the 
urban market. 
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2. History of the Bureau de Cr~dit Agricole 

The precursor of the BCA was the Bureau de Credit Rural Supervis6 
(BCRS). It was created in 1956 as a subsidiary of the DARNDR extension service 
and was supported by a USOM grant under the POINT IV Program. Limited to only 
three regions and focussing on supervised credit to operators of family farms, 
the BCRS provided credit while the DARNDR extension service provided the 
supervision. The credits were used to: purchase plant stock (coffee, cocoa 
and bananas) and seeds, construct hog and poultry houses, terrace land and 
make housing improvements. Largely as a result of a lack of coordination 
between the two organizations, plus the burden of close supervision, only 
114 loans with a total value of about $60,000 were granted by the BCRS in 
a period of three years.
 

The BCA replaced the BCRS in 1959, and was also supported by a 
USM grant. The new organization remained a subsidiary of the DAFNDR 
extension service but its role was expanded to also include support to 
several area development schemes including Pot6 Cole in the North (forerunner 
of the Organisation du Dveloppement du Nord - ODN), the Thcmassique Watershed 
scheme and the Organisation de D~veloppement de la Vall~e de l'Artibonite 
(ODVA). All the schemes were or had been U.S. supported activities. In 
each case, the BCA provided credit and the development organization provided
the extension services. The success of the BCA under this new approach was 
not adequately tested as a result of U.S. withdrawal of all its development 
support frm Haiti in 1962. The Pot6 Col and Thcassique schemes were 
closed shortly thereafter and activity under ODVA scheme slackened. With 
this abrupt loss of external financing, the BCA was forced to make numerous 
changes. 

To begin, in 1963 the BCA was reorganized into a semi-autonamous 
credit institution with independent administrative, financial and legal 
status. Under this legislation, policy guidance is provided by a seven 
member Administrative Council with representation from the Ministries of 
Agriculture, Plan and Cou-erce and the Central Bank. The Minister of 
Agriculture is the President of the Administrative Council. With the 
reorganization in 1963, the BCA also changed its outreach structure. While 
the central office remained physically located in DARNDR, the BCA opened 
several regional and local offices. This was the BCA's first step in decen­
tralization. However, even more significant changes were in offing. 

Due to the loss of capital, the BCA switched emphasis from medium 
term credits to short term production credit. This resulted in cash crops 
like coffee, cocoa and bananas being largely replaced in the portfolio by 
short term food crops. The loss of capital also meant that the BCA would 
necessarily have to choose its clients more carefully if were to prevent 
decapitalizaticn as a result of bad debts. Lastly, without external support 
for operations, the high cost of providing small farmer credit was fully 
recognized. As a result, the BCA introduced the concept of group lending 
to small farmers in 1966. In addition to being cost effective, the Societ~s 
Agricole de Credit (SACs) concept also provided for joint liability, 
which helped to curl? the problem of bad debts. With these changes, the 
BCA operated at a very low level until external assistance was again introduced 
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in 1974. Staffing levels remained low and fairly constant at about 30 
employees, infrastructure was limited to only seven regional and local 
offices and the ncxrinal value of lending while fluctuating greatly year 
to year, only exceeded $100,000 in one year. Despite its potential, the 
BCA remained a relatively high cost, low impact small farmer credit organization. 

The U.S. bilateral assistance program was reintroduced into Haiti 
in the early 1970's. Together, USAID and DANDIR examined areas for potential

assistance and determined a program for coffee production was a high priority.

USAID was particularly supportive because of the prevalence of small farmrs
 
in coffee prodaction. Two organizations were to carry out the program: the
 
Projet d'Amlioration des Petites Plantations CafMires (PPC) was set up to
 
provide inputs and extension and the BCA was selected to extend credits.
 
USAID had reviewed the BCA progress over the intervening years and was
 
impressed with the SAC approad to small farmer lending. Unfortunately, in
 
term of the program objectives the coffee project has had only partial success.
 
During the peak lending period in 1978, only 521 SACs with a total menmership

5,608 small farmers were benefited. This fell substantially short of the
 
12,000 BOP target. In fact, due largely to a downturn in coffee prices, the
 
number of SAC's served under the program during 1980 dropped to 250, with a
 
total membership of 2,277 small farners. The total volume by lending during

the LOP (both in kind and cash credits) was about 1.3 million dollars and 
fell far short of the anticipated 5.6 million dollars although this latter 
amount was inflated greatly by the extremely high levels for fertilizer 
prices used in designing the project. Lastly, and of particular import 
to the BCA is the default rate on loans. It is estimated that approximately
40 percent of the PPC portfolio will be uncollectible. However, despite
the limited success of the coffee program itself, the program made three 
very positive contributions to the BCA and its own operations. 

First, the coffee program provided funds for operations which 
supported increases in both staff and infrastructure for BCA. In 1974, the 
BCA had a total of 28 ezployees whereas in 1980 the number had grown to 105 
In 1974 the BCA was represented by 6 regional offices and 1 local office 
whereas in 1980 the numbers had grown to 10 regional offices and 24 local 
offices. Second, the coffee program provided more than an adequate amount 
of capital for coffee lending. The excess, complemented by other capital 
sources, allowed the BCA to increase its Pr~t Ordinaire portfolio from a 
level of $74,000 in 1974 to over $1,500,000 in 1980. Third, the coffee program
included a major component for advisory services to the BCA. With this 
assistance, the BCA has made substantial progress in ad-ministration and 
management in support of more effective and efficient credit operations.
The positive changes include the following: (1) revised procedures are in 
place which reduce the amount of paperwork involved in processing a loan 
by 78 percent, (2) a new accounting and financial control system is in place,
(3) a redelegation of authority has been made to regional offices raising
the loan approval levels they can extend, (4)a new incentive system to 
improve performance by augmenting employee wages has been designed, (5) a 
better system for credit demand projections has been introduced and (6) a 
two percent dossier fee was introduced to increase operating revenues. 
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Indeed the BCA has grown substantially over the period of the coffee 
program. In 1981 an estimated 1,730 SAC's with a total membership ofapproximately 15,500 small farmers will be receiving about $3 milliondollars in credits; a far 	cry from its minimal coverage in 1974. Yet, theprogress has not cim about without growing pains. The BCA still requiresmuch improvement in administration and management to decrease costs ofoperations. It also requires changes in 	 its revenue generating structureincluding a rationalization of G(H annual subsidies. For the short termthe BCA must expand its credit services to more fully meet the needs of
the rural Haitians and lastly for the long 
term it must begin to plan mrecarefully its role in rural financial intermediation. Thus, while the BCAhas 	made substantial progress in 	recent years, a great number of additional 
improvements are required. 

3. 	 Rationale of the Project 

The process of rural development is a complex, long-term task.
It involves construction of physical infrastructure (roads, irrigation works),
adequate research and extension, and importantly, the provision of the financial
means to allow small farmers 
 to 	take full advantage of the infrastructure andtechnologies available to them. Efforts are currently underway, financedby 	the GOH, AID and other donors to 	put into place rural infrastructure andto 	improve the technologies available to 	small Haitian farmers. These investmentsin 	 infrastructure and technology must be acocmpanied by the development ofimproved rural financial services. The strategy underlying the proposed projectis 	 to build a financially sound and effective rural system capable ofproviding credit and other financial services to rural areas. 

a. 	 Relationship to GOH Goals and Plans
 

With the growing divergence between 
 rural and urban incomes,and 	in light of the widespread malnutrition in rural Haiti, the GOH hasrecognized the importance of increased rural investment in its developmentplanning. This recognition has resulted in not only a greater reliance onthe 	IDAI and the BCA but also in a proliferation of other agricultural creditschemes during the last five years. The GOH in 	general, has been dissatisfiedwith the results, however. In 	most cases, performance has fallen short oftargets. And when targets have been met, two 	major shortcmings have beenapparent. First, the schemes have all 	been costly and have required heavysubsidization. Second, due to the GOH low fiscal revenue generating capacityHaiti has been largely dependent on external sources for capital funds forexpansion. These factors have caused the GOH to take the following actions. 

(1) 	 The GOH is reversing the trend toward proliferation byreplacing the ineffective .r costly area development credit schemes throughintroduction of either IDAI or BCA services in these areas. 

(2) 	 While the GOH has continued to subsidize agriculturalcredit operations, it is clearly favoring credit systems which are 	cost effective
(e.g., group lending) and have a higher incom earning potential. 
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(3) The CDH is fully supporting efforts to mobilize rural
 
savings as an Additional source of investment funds.
 

This project is consistent with each of these actions of the 

GcH.
 

b. Relationship to USAID _nd Other Donor Activities 

The USAID's development assistance strategy emphasizes rural
 
developmnt focussed on 
 the needs of the rural poor, and on institutional 
strengthening. The proposed support to rural financial services is consistent 
with both of these areas of program focus and is supportive of the Mission's
priority concern of increasing food production and access to this food by the 
poor by creating opportunities for productive rural employment. 

To be effective, a rural financial system must respond to
the needs and socio-econanic environment of its clients. Agricultural credit 
must be available not only for selected cash crops, but for the whole range
of food crops produced by small farmers. Mile the majority of credit resour­
ces in rural areas will be devoted to agriculture for the foreseeable future,
information available infoxnal rural financial marketson indicates that 
peasants in Haiti have a series of needs which are not now addressed by
formal institutions and for which they are paying an extremely high price. An 
improved rural credit system would help meet these needs and provide an 
important service to rural producers and traders. Furthermore, while a certain 
amount of experimentation with different credit approaches is beneficial, 
Haiti does not have the human, administrative or financial resources to 
support many duplicative rural credit programs. Clearly, efforts are needed 
to strengthen existing institutions so that they may serve as effective 
credit channels for governmnt-sponsored program, rather than continue the 
present situation in which each program sets up its own system in the 
absence of a strong credit institution. 

USAID believes that the BCA is the strongest foundation on which to build an improved and expanded rural credit system at this time. 
BCA's principal focus is on small farmers and it appears ccmpletely dedicated 
to continuing Lo serve this target group. In addition, BCA has developed 
a system of group lending which has been successful in allowing it to reach greater
numbers of small farmers and which hopefully provides a basis for the growth
of small farmer organizations. The BCA has taken steps to involve its clients 
increasingly in its planning processes, and is moving toward greater
decentralization and regional autonomy its operations. isin It empcwered to
mobilize rural savings, a potentially large source of resources that could 
be directed toward increased food production and other rural needs. It has 
also recently begun consideration of new types of lending that might be 
undertaken to expand the services it provides to rural clients. In addition,
BCA has a dedicated and well qualified staff, the majority of which are located 
in local offices throughout rural Haiti. 
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The principal activities of other donors in agricultural 
and rural credit are connected to IDAI and the regional developmnt program, 
and are mostly aimed at production pxumtion rather that rural developiment.
However, several planned donor program will impact cn the BCA and axe 
directly relevant to the proposed project. 

The World Bank is financing the ODN project. Although the 
credit component of this project was to have been implemented through BCA, it 
has not been. Very little has been lent through the OEN credit program and 
the credit delivery approach is not yet working smoothly. BCA and OCN have 
been unable to work together dm to differing credit procedures and criteria 
and ODN's desire to select the clients rather than allow the BCA to do so 
in accordance with its own procedures. USAID, BCA and World Bank representatives 
have discussed this problem, and the World Bank is supportive of the proposed 
institutional strengthening project. In fact, in the recent design of the 
second phase of the project prepared by the FAO/World Bank Cooperative
Programe it was proposed that the BCA take over ODN credit operations 
completely. The BCA agreed and the expansion has been taken into consideration 
in this project. The BCA already has regional and local offices in the ODN 
area and expansion there would support the objectivs of the proposed project
and lessen the requiremient for additional capital resources from other sources 
during the next several years. 

As a result of Hurricane Allen, the IDA has negotiated a 
loan with the GJH which provides inter alia $400,000 in cash credits and 
up to 5,000 short tons of mixed fertilizers. The BCA will utilize the cash 
credits and will also receive the cash reflows frm the fertilizer credits 
distributed. The $400,000 and the potential reflows have been fully 
considered in this project's capitalization requirents. 

Negotiations have been held with DARNDR, the BCA and a FAD 
team concerning a food production program involving in-kind credit distribution 
of fertilizer. The project is to be supported by the International Fund 
for Agricultural Developiment (IFAD). The proposal called for the DARNDR 
extension service to distribute the inputs to small farn2mrs along with the 
necessary technical advice. The BCA would then collect the repayments 
which would capitalize a special fund for relending in food crops. Such 
schemes have not worked particularly well in the past and the BCA did not 
agree with its term. It was agreed however that the BCA would provide 
money transfer and accounting services to the DARNDR extension agents involved 
in the program. The project proposal is pending further review by an IDB 
evaluation team. 
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B. Detailed Project Description 

1. Goals and Purpose 

The purpose of the project is to strengthen the capability 
of the BCA to provide credit, savings and other related financial services to rural 
Haitians on a financially viable basis. As such, the project contributes 
to the achievement of two hmportant development goals, increased food 
production and strengthened rural institutions. With respect to food 
production, the expansion of BCA's current operations (both geographic 
coverage and lending capital) will immediately increase the availability 
of agricultural production credit. For the longer term, the emphasis 
in the project on the financial viability of the expansion will assure 
replication, which in turn will provide for even greater increases in 
food production. With respect to institutional strengthening for rural 
development, it is recognized that formal financial services critical 
to accelerating rural savings and investments in Haiti are very weak. 
The BCA in recent years has exhibited a potential to impact positively 
on this situation through the substantial expansion of its agricultural 
production lending activities. In addition, the BCA is starting a savings 
mobiization program and has expressed an interest in expanding other 
rural credit services. 

2. Project Components and Outputs 

The project will provide grant funds for technical assist­
ance, training, commodities, and construction to allcW the BCA to improve its 
administration and management, and to expand its financial services. The 
project will also provide for GCH counterpart contributions to assure the 
BCA's financial viability; counterpart contributions will cover the 
BCA's operating deficits and will provide working capital to allow 
moderate growth in BCA's traditional loan portfolio. Lastly, the project 
will provide grant funds to enable the BCA to design a long term plan to 
guide its future expansion. The project will be implemented over a three­
year period, beginning in July 1981. 

The four integral components of the project and specific 

outputs to be generated are discussed below. 

a. Alministration and Management 

The project will concentrate on improving the effective­
ness and efficiency of BCA credit operations, through the provision of 
advisory services, training, construction and ccmmodities. more 
specifically, improvements in four areas of BCA administration and 
management are planned for simultaneous execution they are: organiza­
tional structure, operating systems, personnel system and physical 
infrastructure. 
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(1) Organizational Structure A function/task analysis-will be conducted to define better the role of each of the three tiersof BCA banking operation-central, regional and local. The analysiswill also concentrate on the authority and responsibilities of thevarious subdivisions and positions within each level. If deemed neces­sary, a reorganization plan will be drafted and required changes in theBCA organic law will be effected. The planned result will be a stream­lined BCA with little or no duplication of functions between tiers, sub­divisions or staff positions. A uore practical organization/structure

will allow maximum. spread of overhead costs.
 

(2) Operating Systems - Improved operating systens willbe introduced, building on the progress already achieved over the lasttwo years. Specifically, advisory services and training will beintroduced to revise and implement improved accounting and audit proce­dures for loan processing, monitoring and collection and improvedprocedures for loan portfolio management. The systems introduced willnot only result in greater efficiency in current operations (i .e.increase in loan turnover rate, decrease in bad debt ratio and decreasein excess liquidity), but these system will also be appropriate forhandling the workload generated by the subsequent major expansion in thelevel of operations. 

(3) Personnel Systen - Training at all levels of BCAoperations will be provide toupgrade the capability of professionaland administrative support staff. With respect to the latter, retrainingand upgrading of skills of central office staff displaced by the on­going and future reorganization will be emphasized. 
 A new personnelincentives system and personnel evaluation procedures will be designed
and introduced throughout the organization to crmplement the training
and translate the improved capability of staff into improved performance

and efficiency. 

(4) Physical Infrastructure - An increase in theeffectiveness of BCA's operations cannot be achieved without adequateoffice space and equipment. Efficient operations require' that officebuildings and equipment be relatively inexpensive and require littlemaintenance given the austere conditions in rural Haiti. Therefore, theproject will provide funds for appropriate construction and procure­ment of equipment which will improve the basic physical infrastructureof the BCA at all of the Bureau's rthree levels. Further, recognizingthe critical role of the local offices in the BCA's three tier system,and in light of the absence of adequate rental properties areas,construction of offices will be limited 
in remote 

to the local level and then onlyto those locales where the current or anticipated portfolio is largeenough to justify the investment. 
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b. Expansion of Services 

The project, through the provision of technical assist­
ance, ccmmodities, limited construction, additional staff anu capital,
will strengthen the BCA by expanding its services in two ways: one, there 
will be a moderate expansion of production credit operations and two,
there will be expansion of the banking services provided. 

(1) Expansion of Production Credit - The BCA's real 
annual rate of growth in lending during the period 1974-80 was in excess 
of 50 percent. Under the project, the BCA estimates its annual volume 
of lending reaching a level of 8.7 million dollars by 1984. This level 
represents in real term a more moderate annual growth rate of 30 percent.
Nonetheless, the expansion is substantial and its distribution will imrpact 
on the maxiumn number of clients. The reason for this is that the BCA has 
elected to follow a strategy where only modest real growth in loan levels 
will be provided to its current SACs and as nuch of the increase in lending 
as possible will be made to new SAC's within the current areas of opera­
tions as well as SACs in new geographic locations. This policy of 
"capital spreading" rather than "capital deepening", while more equitable,
has recognized disadvantages in terms of efficiency. 

(2) Banking Services Expansion - The BCA has considered 
expanding its portfolio to include other banking services for rural Haiti. 
Services considered include voluntary savings, non-agricultural production
credit, and money transfer and accounting services to other GOH institu­
tions. Under this project, grant funds will provide technical assistance 
and limited amounts of support of a savings mobilization program (see
Appendix E). The project will also provide technical assistance in the 
form of advisory services to analyze prospects for expansion into non­
agricultural production credit. However, no non-ag production credit 
specific programs are contemplated for inclusion in the project at this 
time. The expansion of money transfers and accounting services may proceed
during project implementation; however, this is dependent on the progress
of the International Fund for Agricultural Developmrent (IFAD) grant with 
the GOH. Any required funds for this activity will flow frn the IFAD 
grant or will be provided by the GOH. 

c. Strengthening of BCA Financial Structure 

In recent years the BCA has incurred increasingly greater
operating deficits due to its rapid expansion and outmoded operating
procedures. While the GOH subsidies to cover these deficits have been 
adequate over time, they have been granted irregularly, resulting in 
the BCA periodically having to raid its own capital account to cover 
operating costs. This,in turn,has resulted in uneven growth in capital
available for lending. This project, through the use of both grant
and GOH counterpart contributions, will strengthen the financial posi­
tion of the BCA by separating and directly addressing operating expense 
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problems anrl capitalization problems. Through the use of grant funds aimed
 
at increasing the efficiency of BCA administration and management and

improving loan collections where required, the project will work toward

minimizing BCA operations costs. Also, through the 
use of grant funds aimed 
at improved portfolio management, the project will attempt to maximize
operating revenues by, inter alia, increasing the loan turnover rates. However
these major improvements are inadequate in themselves to arrest the growth
in the operating deficits in the near term. Thus, during the LOP policy
changes for increasing interest rates and loan fees will be effected to turn

what has been a steadily increasing annual operating deficit to one whidh

is annually decreasing. Recognizing that the BCA will continue to incur

operating deficits in the short run, the project will also provide adequate

operating subsidies to the BCA. The source of these subsidies will be G(H
counterpart contributions from the public treasury. (It is important to
 
note that the actual magnitude of the GOH subsidy is inversely related to
the eventual increase in interest rates and loan fees charged by the BCA.
 
The levels assumed in the project are gradual increases of two percent in the

interest rate and two percent in fees. The eventual increases could be

larger and more rapid and the resulting subsidy requirement smaller.)
 

d. Assessent of Rural Financial Markets (Long-Term Planning) 

The project will further strengthen the BCA by providing
grant funds to support long term planning. The primary output will be a
broad assessment of rural financial markets, institutions, policy issues and
the policy-making process. Assessment studies will begin with low-cost

reviews of existing documentation and analyses of secondary data which will
 
summarize the situation under each 
 topic and highlight issues important to
BCA's planning process. The results of the assessments will be utilized 
during the project period by the BCA and USAID Mission in determining the 
nature and extent of possible future support to the BCA. Specific studies
proposed under the assessment of rural financial markets will address the
utility of group lending, informal credit, the credit union movement (caisse
populaire), non-farm rural enterprise credit, etc. These studies are described
in greater detail in Annex G. Among the studies proposed are the following: 

(1) 	 The Econcmics and Sociology of Agricultural Credit 
Societies (SACs) and other groups. 

This study will investigate and evaluate the effect ofjoint liability on the incentives for members of a SAC to repay loans. It
will also identify the costs of forming societies and the comparative costs
between individual and SAC lending. The major objective of this study is toverify the assumd advantages of group lending over individual lending practices
and to determine ways in which the SACs can be strengthened and extended so 
that the BCA will be able to expand its services successfully. 
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(2) 	 A Study of Informal Lending Sources 

This study is aimed at measuring the impact of informal 

lending in Haiti by surveying the services provided, the costs of these services, 

the lending methods utilized, and the access of this type of lending to the 

rural borrower. Intensive case studies of representative informal lenders 

and rotating credit and savings associations will included. 

(3) 	 Non-Farm Rural Enterprises 

This study will examine the extent and nature of 
non-fapm rural enterprises and the methods by which they obtain financing. 

The study will determine if these enterprises could utilize savings deposit 
facilities to assist in Lash flow management and whether formal lenders 

could assist these firms with credit and savings services.like 	the BCA 

(4) 	 Study of Econm-Wide Factors that Influence Rural 
Financial Markets. 

This study will be designed to investigate the impact 
of the general econmic environment on rural financial markets. The study 

will include analysis of input and rural price behavior and supply as they 
to certain econamic trends;' the influence of cost-price distortionsrespcnd 

and 	the effects of general price levelon the econciic rate of return; 
and budgetarymovements; national interest rate and regulatory policies 

deficits on rur~l financial institutions. This study will assure that 
not conducted in detrimentaloverall macro-econmic policy is 	 a manner to 

rural sector objectives and the viability of rural financial markets. 

The project will also provide grant funds to enable 
BCA staff to attend Caribbean regional meetings (CATOOM) and other 

can provideinteinaticnal financial market workshops and conferences which 
val able infQrmation for BCA. long-term planning. 

3. Project Inputs 

The 	costs of project inputs are supported by an A.I.D. grant and 

by G.O.H. counterpart funds ftcm two sources, general revenues and PL 480 

Title I generated monies, as available. In addition to these funds, the BCA 
will 	continue to receive funds fron other external donors during the LOP. The 
World Bank will continue to work with the BCA in the North under the ODN 

toproject. In addition, the World Bank is to provide fertilizer and capital 
the Ministry of Agriculture (DANDR) for Hurricane rehabilitation relief 

in the South during FY 81 and FY 82. The BCA will work with PPC to coordinate 
from 	IFAD to cover BCAthat 	project. Finally the BCA ray receive funds 
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support costs for an expanded food production program in the DARNDT%. None of 
the above mentioned discrete projects have any formal connections with the 
proposed USAID/BCA project. However the implications for capital requirements,
office expansion and staffing of these other efforts have all been taken into
consideration in determining required project input which are summarized 
in Table 1 and discussed in more detail below. 

a. A.I.D. Grant 

The proposed A.I.D. grant will provide $2,400,000 in foreign
exchange and local cost financing over a three year period to cover the costs 
of technical assistance; trp -' ng of personnel; constructicn; equipnX - and 
vehicles for the BCA centra:.. regional and local offices and a rural financial 
market assessment. A description of these inputs follows. 

(1) Technical/Advisory Assistance - One long term advisor to
BCA (24 work months-wmTill be financed. Supplemnting the assistance rendered 
by the long term advisor will be 30 wm of short term advisory services related 
to specific problen areas. The long-term advisor will be a credit systems 
management specialist who will assist the BCA in reorganizing and in introducing 
new operating systems and who will also coordinate the short-term advisory
assistance provided under the project. Short-term assistance to be provided
includes expertise in accounting and internal auditirx (12 wm)., personnel management
(3wpn), systems analysis (3 win) organi.zational development (3 win), savings

mobilization (j6wm) and additional subject areas (3 wm) to be identified during the 
c urse of project irnpleentation. See Annex F-2 for the ;Anual schedule of services 
and specific cost estimates. 

(2) Training Assistanco - Academic training af a U.S. 
university will be provided for tiee BaC i,' ployees in business ni.nagement,
finance and agricultural credit. A select group of other BCA personnel will 
participate in technical courses offered by USDA or other US organizations
and institutions. Subject areas will include small fanmer credit policy,
agricultural project planning, project analysis, and communication and media 
strategies. In addition, courses in small farmer credit distribution and 
administration, savings mobilization and in business skills will be offered 
in-country for an estimated 100 participants fran BCA and other organizations.
Lastly, English language training will be made available to students to 
assist them in their preparation for job-related long-term or short-term 
training. Annex F-2 provides the schedule of specific training and the cost 
estimates. 

(3) Ccmnodities - Equipment and vehicles will be provided for
the 10 existing regional offices and for one additional office to be opened
in FY 82. Equipment will be provided, where appropriate for the 43 local 
offices. Much of the current equipment at both regional and local levels is in 
a poor state of repair. A list of the types of equipment to be provided at 
the regional and local levels is included in Appendix F-3. The vehicles 
provided for use at the regional level will be of the 4 wheel drive uti.lity
vehicle variety. Radio cxmunications equipment will be procured for 
establishment of the comunications network between and amongst regional and 
local offices. 



TABLE 1 

Costing of Project Outputs/ 
($ 000) 

ts 

Irnroved BCA Expanded BCA BCA BCA INPUT TOTAI 

dii 

•l rAL tSAID Grant 

1. LT Advisors 
2. ST Advisos 
3. ? mnic TR 
4. Non-Acdemic 1R5.In-( try 
6. FuimExrnt 
7. Lvhicles 
8. Anrt icn 
9. Studies 

10. Pilot Savings 

?ttilizationU. Coit.&Eval. 

TY]AL GB Cotribution 

12. ehicles 

13. Construtinl9 

1. Sudies 
1. PiltSi ng 

180 

68 
30 

75 

7 

--

404 

68 
162 

10 
148 

16 

331. 

68 
33 
88 
3099 

13 

-

1,164 

13 
ii 

106 
196 
792 

46 

110 

196 

39 

26 
ii 

2 

2,000 

2,000 

132 

13 
64 

5 

506 

-

39 

26 
i1 

2 

1,666 

1,666 

105 

26 

75 
75 

4 

-3,776 

2,400 

308 
322 

88 
30114 

254 
196 
792 
15 
150 

5096 

11 

196 

2,000 
1,666 

COULUS Contr 180 404 331 1,274 2,039 138 1,705 105 6,176 
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In addition to the equipment for BCA's local and regional

offices, a limited amount of equipment and vehicles will be provided to improve

central office operations. Included in this equipment are 2 four wheel drive
 
utility vehicles and 2 cost-efficient sedans. Equipment to be provided the
 
central office is also listed in Appendix F-3.
 

C4) Construction - The local office is in many ways the most

important level of the BCA system, since it is the interface between agent

and 6lient. Twenty-six offices already exist, most using rented facilities.

A major Aiture expansion in BCA's operations will only be possible if
aA tion4l loc~l offices can be created and efficiently operated. Thus, the
 
project will include funding for the construction of 18 BCA local offices.

These facilities will be of simple construction and will include office space

and functional living quarters (approx. 
 100 sq. meters) for the local agents.
The design of the building will allow for expansion if the level of business
 
later warrants. Appendix F-4 provides the schedule of construction, the
 
selected sites and the cost estimates.
 

(5) Savings Mobilization - Funds will be available to implement
pilot sayings noiliztion approaches which are identified by the BCA and 
technical advisors. 

(6) Studies/Assessments - $150,000 will be available to procure
short term advisors, to conission studies and to facilitate attendance at
regional and international workshops and conferences, all aimed at the 
assessmnt of rural financial market institutions in Haiti and the definition
of the BCA's longer term role therein, which will lead to a long term plan
for BCA subsequent expansion in the late eighties. 

(7) Evaluation - The A.I.D. grant will provide up to
$30,000 to procure external expertise (3 win to conduct evaluations of the project. 

(.8) Contingencies - A small amount of funds will be provided
for igforeseen requirements wich arise during the life of the project and which
supplement or omplement other project activities. 

b. G.O.H. Counterpart Contribution 

The GOH counterpart contribution will cover the BCA's 
operating deficit throughout the three-year LOP, the purchase of trail bikes
for credit agents in regional and local offices, and the additional capital
required for the projected moderate portfolio growth over the period. 

(1) Operating Deficit - An accounting simulation model 
was used during project development to make estimates of the operating
deficit over the LOP. The model used constant assumptions on improvements in
operating efficiency, office expansion, portfolio growth and loan turnover 
rates and variable assumptions on the interest rate and loan fees charged.
(5ee Appendix P-5.) The series of annual operating deficits selected for 
project budgeting was based on gradually increasing rates: the interest 
rate to 11 percent and the dossier fee to 4 percent. The total size of
the deficit for the LOP is approximately $1.656 million dollars and decreases 
throughout the LOP. The operating deficit would be eliminated by the late
1980s under these assumptions. The application of higher interest rates andfees would naturally result in an accelerated rate of decline of the deficit. 
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The annual subsidy levels factored into the budget are
slightly larger than the levels BCA has been receiving over the past several 
years from GOH general revenue budget resources and PL 480 sources. However,
insofar as operating subsidies for banking services are ncn-developmntal
in character, PL 480 funds will not be used to cover such costs. herefore, 
the level budgeted represents a marked increase over previous transfers fran 
general revenue sources. 

(2) Equipment - Approximately $110,000 will be provided to
 
procure txai'l bikes the credit agents in regional and local offices.
 
PK 480 Title I funds,if available, will be used to procure this equipmnt.
 

(3) Capital - Two different estimates of portfolio growth were 
nad: one using trend extapolation and the other based on querying the 
regional office directors on expected portfolios over the next several years, 
assmnmng no capital constraints. These latter estimates were adjusted by
central office staff, when necessary, and then aggregated. Due to rapid

change in BCA structure, the trend extrapolation approach was considered

inappropriate and the regional office director projections utilizedwere 
in bidgeting. As a result, the BCA projects its annual volume of lending
in 1984 at 8.7 million dollars. Discounting for inflation, this represents 
a real growth rate of about 30 percent, which is less than the rate of growth
experienced during the period 1974-80. Nonetheless, a substantial increase 
in capital is involved and will be provided in several ways. To begin,the
IDA loan in the South will provide same funds for expansion. The actual 
amount will depend on fertilizer usage but will likely range between .5 
to 1 million dollars. IBRD support to ODN in the North will also provide
additional capital for BCA lending in that region. Next, the BCA forced 
savings program is expected to generate an additional 1.2 million dollars 
during the LOP. Further, the project, through the use of grant funds for 
technical assistance in portfolio management supported by the new operating
systems (accounting and cmimnications), should greatly decrease the excess 
liquidity prcblen currently facing the BCA. In fact, the target is a drop
in the rate from forty percent to fifteen percent. This will also increase 
substantially the amount of capital available for lending, with no net 
additional funding. Finally, it is estimated that in addition to the above 
external and internal funds an additional 2 million dollars will be reuqired.
Thus, the project includes GOH counterpart contributions from PL 480 
Title I funds, if available, for this additional amount of capital required to 
support the expansion of services to clientele in locaticns currently being
served and in new areas, as well. 

4. Beneficiaries
 

The project is primarily one of institution-building, and aims to
increase the ffectiveness and efficiency of BCA to extend financial services 
to rural Haitians, on a replicable basis. Thus the majority of beneficiaries 
will be reached neither directly nor immediately. Eventually, however, 
practically all segments of the rural cammunity will be included. Small 
farmers apnd other rural entrepreneurs will benefit fram the increase in 
available production credit. The emphasis on traditional food production will 
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benefit the lowest income segments of the cxmunity by increasing the demand
for labor and increasing the supply of locally available food. All segments
of the comrunity will have access to the savings services. iile the major
impact in term of accrual of benefits will come during the late 1980's
there axe near term prospects for impact on the target group during theWOP. By 1984 appzr tely 15,QQO additional small farmer clients will
be extended production credits which will average about $160 per family in 
current prices. Given traditional uses of credit it is reasonable to assume
that over 50 percent of production credit will be used to hire labor; itis estTated then that approvimately 3,750 new seasonal jobs in agricultureW!ill be created by 1984, The bulk of the credits will be used for food 
prodction, where it is estimated that 20,000 additional hectares of food 
crops will be planted annually by 1984. The remaining credits, approimately
30% of total credits, will be applied toward non-food crops and livestock.Finally, it is estimated that a least 3,500 low and medium income rural
&apiieswill have access to savings services by the end of the project. 
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III. PFDJ= ANALYSES 
USAID's review of the various factors affecting the project's feasibility
 

suggests that this project is viable.
 

A. Ted'iical Analysis 

The inputs reviewed for their technical feasibility are construction andcmmodities used for the operating system. 

1. Construction 

The primary technical consideration in project development concerned
the physical infrastructure to be financed. Iniially, the mission and BCAtargeted construction of 40 local offices under the project. However, changes
in design and revised cost estimates precluded construction of more than 18 
new buildings for local BCA branches during the LOP. Sites have been identified
and prioritized where existing branches operate, innow most cases out of rented
 
facilities (See Annex F-4). By-and-large the present facilities have other

drawbatks, e.g. offices are shared with the aA1WR 
or are in varying states of
dilapidation. The former situation is a problem in that the BCA is often
identified, for instance, with DA1 DR by potential borrowers and not recognized
as a semi-autonaous lending institution which must realize a rate of return.
Therefore, for this and other reasons related to autonomy, the BCA does not 
want to be strictly viewed as an entity within the DArIDR. USAID and BCA are
convinced that construction of up to 18 local offices during the project life
is necessary to respond to the potential demand by improving the BCA's outreach 
capability. 

A construction requirements and costs assessment (See Annex F-4)
performed by the USAID/Haiti Engineering Office has concluded that actual costs
of construction would amount to approgimately $29,366 per unit on average, in1981 prices. The costs of construction materials are rapidly escalating and 
necessitate allowance for a 15% inflation factor pr annum in addition to a 10%
contingency; therefore, for 18 to an estimatedtotal costs units will amount
$792,0Q0. The design will be refined early in the project and construction will
be supervised by an experienced local A & E firm selected by the BCA. The
design, award of contracts, and construction supervision will be mnitored and
approved by the Mission Office of Engineering. Procurement of building materials
should not pose any significant problem, in that most, if not all materials will
be ayailable loc~lly. The BCA has determined that the surveying, processing
of applications and contracts, and other legal requirements for acquisition of land 
can be completed within 2 - 3 months per site. Acquisition of individual 
sites will of course be effected more or less concurrently for offices to be
built during a specific year of the project. Sites for the first three offices
have already been acquired. Group of 4 - 6 local offices in one geographical
area will be offered under a single reimbursable progress payments contract, to 
attract the most qualified firm available. Comunity participation in construction 
will be activitely sought with the contractors selected being encouraged to
employ local labor and tap local sources for construction materials wherever 
feasible. 
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The BCA feels that certain psychological factors which impact
on the effectiveness of its outreach services are important as well. In this 
context, a solidly built structure with an aura of permanency can be quite
reassuring to potential savers, and can help convince borrowers that the
institution will competently serve their needs, and that it will remain 
solvent. Bad debts may be minimized as well, in that a solid institution
should give the impression of a no-nonsense approach to lending and repayment
collection. The importance of salary and other tangible incentives for credit 
officers and accountants to work in the more remote areas should not be 
under-emphasized. However, intangibles such as a sense of purpose and
professionalism cannot be overlooked either. The physical environment within 
which one works is an important factor affecting morale, and attrition rates.
Thus, alternatives to construction such as the rental of facilities, purchase
of existing facilities or establishiment of mobile banks have been rejected
in most cases as not practicable for a number of reasons, of whichsome
have been delineated above. In all but two locales, facilities currently
rented are either not in the best location, require frequent maintenance, do
 
not have sufficient living space for BCA officers or cannot be expanded on

if the increased volume of business warrants. Purchase of existing facilities 
would involve expenses in the range of what it will cost for new offices,
considering that structural modifications would be required for almost all
and maintenance costs could be considerably higher in the long run. Mabile
units, while obviously the lowest cost option, would be vulnerable tomaintenance deficiencies, may at times provide irregular services, and would 
not establish the sense of permanency the BCA is intent on instilling.
SaVings mobilization efforts may be hampered, e.g. depositors may find it 
unsettling to watch their hard-earned funds being carried off by a mobile 
bank. The BCA has determined that it can establish permanent facilities
in two existing coffee centers which are located in or near towns at the 
center of the locality to be serviced. The BCA will continue to rent the most 
suitable premises available for remaining offices. 

The Floor Plan and Front Elevation (See Annex F-4) for the typeof office structure cmnteiTlated demonstrates that the building will be simple
and functional. Living quarters have been provided for the credit officers, 
as in most local office areas adequate living space is in short supply.
Furthermore, this will enhance accessibility of the credit officer to 
custcners during all hours of the day, if necessary. The second bedroan*
will provide living space in some cases for the credit officer's family or 
for the accountant. In all cases, it will be available when required for
visiting regional or central office personnel. As has been factored into
the financial analysis, depreciation has been calculated at 3%per annum over 

* Costs for inclusion of a second bed-roan are minimal. Second sto.cy addition 
will then be facilitated, according to the Office of Engineering, USAID/Haiti. 
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that property values willthe life of the structure. However, it can be expected 
over time and the value of BCA's assets will grow. Maintenanceappreciate 

requirements are seen as mininai; paint, replastering material, and related costs 

have been estimated at 1% of total value. As mentioned above, a second story 
may eventually be added if the volume of business justifies it; the BCA will be 

responsible for related costs. The provision of electrical power, where 

required, will also be the BCA's responsibility Diesel generators may be 

acquired for scime locales. 

2. Operating Systems 

a. Automatic Data Processing System 

The ADP system to be procuredduring the last year of the 

project will be suited to the financial and administrative needs of the BCA. 
A system analyst will make recommendations on the most appropriate system 

(including software) to be installed, taking into account several factors, 
its compatibilityincluding the system's ability to adapt to increased needs, 


with a radio comunications system for the transmission of financial data,
 
and local maintenance capability. Specific objectives for the improvement
 

statisticalof BCA's operations include: production of regular and accurate 
on the nuber and amount of loans and loan repayments; improvementreports 

of loan repayment rates;increases in the productivity of BCA enployees; 

increase in the productivity of investments made with capital distributed 
through the rural credit system and achievement of a viable credit system 

in which revenue exceeds the costs of operation. 

Outputs to be produced by the system include: statistical 
reports, work aids for field agents, ani cmlculation of commissions to be paid 

under the incentives program. Statistical reports would be produced for 

example, on nurber of loans made, amount of money loaned, amount of loan 
as a percentage of loan repayments due, and nurber of;epayments received 

delinquent borrowers as a pexcentage of all borrowers with loan repayments 

due. These reports could be broken down by fiscal year, geographical region 

and factors of production on loan purpose. Systematized outputs functioning 

as work aids for field agents include bills to borrowers and lists of 
these bills, lists of outstanding loans, lists of past due loans, lists of 

monthly reports of loan repaymentsreoouped loans, loan repayment control sheets, 
received, lists of individual bonrwer identification numbers and lists of 

SAC identification nubers. Commissions paid for outstanding performance 
for with thencder the incentives program can be calculated and accounted 


ADP system. Cross comparisons of regional /local performance would be
 

facilitated as well.
 

b. Radio Communications System 

Improved coiinication between and nong the offices of the
 

BCA system is necessary if measures to improve the efficiency of the
 
to be realized. The April 1979 CUNA report recommended the
organization are 


nAttal]Ation of a radio OOmunications system for addressing current
 
omr mication problems, which are expected to increase with the decentralization 

program. USAID has financed a relatively sophisticated radio/teletype 
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comunications system for the nationall road maintenance service (SEPRxN)

and several other networks are currently in operation in Haiti. Although
maintenance of these system can be a problem, adequate arrangements arepossible on a contract basis. A feasibility study by Teleconsult, Inc. for a radio-ccminication system for DAMDR, financed by USA]D, demonstrated thefeasibility of such a system in Haiti. r .esently, an IQC contractor has beenproposed to look specifically at the needs of the BCA, and rake appropriatereoqmpendations. The contractor will review the specific type of system,
range of capabilities (including compatibility with the ADP 

its
 
system), its geographiclinkage (upst likely regional-local nets) and cost estimates. The increasing


reliability of telephone and other means 
of comu'nication between regionaloffices and Port-au-Prince may suggest that only regional-local nets are ­absolutely necessary. Since there are technicians in Haiti with ample

experience in installation and maintenance 
 of radio systems, the development

of the system is feasible.
 

B. Administrative Analysis 

The BCA is a semi-autonomous financial institution. The Board ofDirectors of BCA is chaired by the Minister of Agriculture and is conposedof representatives of the Departments of Finance, Plan and Cormnerce and Industry,
the BRH (Central Bank) and IDAI. The BCA 
 Director is also a rmember. TheBoard acts on policy issues regarding the BCA and approves large loans
that are beyond the authority of the Director (currently limited to $5,000 for
individual loans, $7,500 for SAC loans, and $20,000 for cooperative loans).
At the central office, the BCA has 27 employees who are organized into six divisions:Financial Services, Research and Statistics, Legal Services., Technical Services,

Inspection and Administration. In 1980, the position of Secretary 
General 
was established, as was a Training and Personnel Officer position within the
Administration Division. 
 The Research and Statistics Division is currently

not functioning, due to the non-availability of qualified staff. BCA's

regional offices have overall responsibility for planning and executing
activities in their areas. The typical regional office is headed by a regional

director, overseeing an accountant and two administrative support personnel.

At pzinent, individual loans of up to $1,000 and group (e.g. SAC) loans ofup to $4,500 can be approved at the regional level. The number of local
offices under each regional office varies between one and five. Local officeshave from one to four agents (with an average of two) plus a bookkeeper. Localoffices are primarily responsible for direct contact with borrowers (and
savers), assistance to SACs, and analysis and supervision of BCA loans. The
number of regional and local BCA employees is currently 78. 

A comprehensive administrative analysis of the BCA was performed byCUNA and is reflected in their April 1979 report (See Annex D for a list ofall CUNA reports). As stated before, the proposed project is based in largepart on that assessment. The CUNA report identified a number of administrative
weaknesses within the BCA. These have been the basis for USAID's discussionswith BCA regarding technical assistance rejuirements under the proposed project,which are refleQted in the design of that conponent. BCA's commitment to theCUNA recumendations and the changes necessary to improve its administration
has been demonstrated by the steps it has already taken to implement saneof these modifications and by its plans to initiate others. 
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One of these areas is incentive for improved job performance.

BCA is in the final stages of designing a new personnel incentives program

to reward superior performance. A draft prepared by CUNA entitled "BCA

Staff Incentives Program" outlines the principles and the means for

implementing this program (see annex H). 
 This program is intended to
provide increased incentives to BCA personnel to increase operational

efficiency, improve loan repayment rates (thus increasing loan turnover),

improve profitability (bydecreasing the bad debts ratio), and initiate

voluntary savings (as a form of capitalization). Preliminary analysis of

the predicted effect of the incentives program, the relative suocess the
BCA has experienced in attracting high caliber personnel and the expected

benefits of the comprehensive training component of the project has

oonvinced the mission that the BCA will be fully ccmpetitive in the hiring,

training and retention of quality professional and staff.
 

The sCA has recently undergone a reorganization aimed at
decentralizing many of its functional operations and reducing unnecessary

duplication of responsibilities. Based on these changes, the BCA has
projected its requirements for technical, financial and business manage­
ment personnel through the lOP and beyond. 
The planned staffing levels
 
are reflected directly in the rate of office expansion proposed under

this project. 
As noted, the BCA intends to expand only moderately, allow­
ing sufficient time to recruit and train personnel properly.
 

During project development, an administrative issue which

threatened the BCA legal basis and authority arose. 
In April of 1980,

President Duvalier announced that a National Development Bank (NDB) would

be established and act as an umbrella organization to coordinate the
financial support to and the activities of the three public sector develop­
ment banks: 
the IDAI, the BCA and the Banque du Logement. The Mission

%us advised by senior GOH officials at that time that no specific plans

existed for the NDB and that no significant changes in the mandate and
autonomy of the existing institutions were anticipated. Based on this
 
assurance, the Mission and the BCA continued to develop the project.

However, in October 1980, an advisor from the French Central Bank of
Econmic Cooperation (CBB ) as invited to review the situation of develop­
ment financing in Haiti. 
On the basis of the review, he reccouended that
the JMAI be restructured by separating its agricultural credit activitiesfrom its industrial credit activities. It was further proposed that
the agricultural credit division of the MDAI and the 13cA be merged to
form the ACB. 
InMarch of 1981, a crmittee within the i.epartment of
Plan (SEP), based on a review of the CBEC expert's study and recrmrenda­
tions, proposed that (a)a study be made to analyze and evaluate the
BCA activities and (b)the procedures of granting and managing agricultural

loans by the BCA anc! MAI be harmonized. The committee also proposed
that the activities of the BCA and the IDAI be regrouped geographically

over a period of time and that legal action be taken to create the ACB.

This proposal was submitted by SEP to the Cabinet in mid-March. In
 response to the proposal, the Director of MDAI, Bernard Fatton,
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su iitted a report to the IAI Board of Directors which argued inthat the two institutions should not be merged immediately 
part 

because ofthe differences in operational characteristics, the large extant demandfor credit and the necessity to preserve the unique experience of theinstitutions. Further, he argued twothat the little duplication of activitiesthat exists in sane areas could be remedied by better spatial coordinationunder the Minister of Agriculture, who the President of eachis institu­tion's board of directors. In addition, Fatton pointed out that substantialmodifications of the ]Jan agreements with the IDB would be required ifthe fDlI were restructured. The BCA was not asked to comment officiallyon the SEP proposal, but did unofficially communicate its opposition becauseof the difference in philosophy and direction of the two institutions.If the BCA were to be merged into a Agricultural Credit Bank its philosophyand direction towards greater rural development financing would very
probably be lost. 

In project negotiations with SEP, we were advised that amerger of BCA. anc' 
is no 

the IDAI agricultural credit division into a single ACB
longer being proposed. The 
 new proposal being considered is forthe BCA to absorb the small farmer credit portfolio of theGOH recognizes the relatively greater IDAI. The 
success the BCA has had in extendingsmall farmer credits through its group lending approach and wantsexpand on this success. In addition, to
SEP agrees with the movement tOwXrdsmore general rural development banking by the BCA and particularly supportsthe new initiative in voluntary savings mobilization.do The BCA and USAID/Hnot disagree in principle with a transfer of the MDAIportfolio to the BCA small farmerbut believe that such a transfer should only takeplace following an in-depth analysis of therequirements to manage both in one 

two credit portfolios, staffing
institution, regional/local officerequirements to support the joint portfolio,

administrative aspects of such a merger. As 
and other financial and 
a result, in the negotiationsit was agreed to include under the studies/assessnent canponent of theproject the necessary analyses leading to the 9CA taking over the smallfarmer credit portfolio of IDA.. 

nature 
This study will focus on the currentof the loan portfolios of each institution, loan processing and.approval procedures and criteria, geographic distribution of small farmerloans, financial management and administrative systems, and the implica­tions of capital and staff transfers to the CA in terms of BCA'sexpansion plans. currentOn the basis of these analyses a plan to combinetwo portfolios, which thetakes into account the design and objectives of theStrengthening Rural Credit Services Project, will be developed andimplemented over the balance of the Project. Thecommittee believes this process of review and study 

project develorMent 
easily during the first year 

can be accommodated
of the project. Recommendations of thisstudy and any adjustments to the project design can be addressed duringthe first evaluation scheduled in March 1982. 
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C. Financial Analysis 

Strengthening the financial viability of the BCA is a major component 
of the project and is aimed at: (1) decreasing administrative costs and 
increasing revenues to minimize operating deficits; (2) obtaining sufficient 
GDH financial support to continue near term expansion of production credit and 
(3) designing a long-term capital strategy. With these objectives in mind, 
and with the assistance of CUNA under the Small Farmer Improvement Project, 
the BCA conducted a rather lengthy financial analysis. The analysis was 
centered around the specification and operation of a financial planning 
model which was designed to provide annual estimates of operating balances 
and capital requirements through 1984 as a result of: (1) projected 
expansion of offices and the lending portfolio, assumed levels of performance 
on key indicators and varied assumptions on policy variables. The planning 
model was programmed for a Texas Instruments 59 programmable calculator. 
The initial results of the analysis are reported in the CUNA (WDCCU) report 
entitled "BCA: Proposed Capitalization and Revenue Strategy" and is 
available from the USAID/H library or CUNA. The major results of the analysis 
plus the model run used in budgeting the project are presented in tabular 
form in Annex F-5. The major results are also summarized below. Prior to 
the sumnary of results however, the reasonableness of the projected expansion 
and the assumptions concerning key performance indicators used in the model 
are considered. 

1. Projected Expansion 

One regional office and 18 local offices will be added to the 
BCA outreach system during the LQP. This will bring the number of regional 
offices to 11 and the number of local offices to 43 or a total of 54 offices. 
This increase in geographic coverage is generally consistent with recent 
performance. Under the Small Farmer Improvement Project, the BCA opened 
2 regional offices and 24 of its 25 current local offices. With the opening 
of 19 new offices over the next three years, approximately 40 new employees 
will have to be hired and trained, 17 buildings rented and 2 built, equipment 
purchased, and salaries paid. Although project funds are budgeted for 
construction and equipment purchases, other expenses such as personnel and 
administrative overhead will be the responsibility of the BCA. A projection of 
BCA administrative expenses throughout the LOP are estimated as follows. 

1982 1983 1984 

Central Office $242,000 $ 275,000 $ 314,000 
Regional & Local $592,000 $ 750,000 $ 922,000 

Totals $834,000 $1,025,000 $1,236,000
 

The greatest increase in administrative expenses is at the regional/ 
local level, averaging approximately 28 percent annually, while the central office's 
administrative expense growth rate is approximately 14 percent annually. During 
the LOP, no staff expansion is proposed at the central office level, thus, 
administrative costs are expected to increase roughly only with the rate of 
inflation.
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The capital needs of the BCA over the life of the project are
 
based both on 
 the loan portfolio expansion of existing offices and the
additional capital requirements of the new offices. Although existing offices
will need more capital to fulfill the increasing demand for more and larger
loans, a large percentage of this loan capital will be available as a 
result of decreases in excess liquidity and increases in the loan turnover 
rate. Thus it is the rapid increase in the number of new offices which is
 
the major reason for the additional loan capital required. Estimates of

total loan capital required over the period were prepared initially based
 
on an extrapolation of historic trends, specifically, on the BCA's loan

portfolio growth during the last few years. Normally, such a method would
 
be valid, however, in the case of the BCA's operaticns, it was considered
 
inappropriate for several reasons. During FY 1980 the BCA achieved increased

operational efficiency as a result of its decentralizaticn process and thus a

reduction in time consuming procedures and paperwork. As a result of this

decentralization, the BCA is now capable of managing efficiently a much larger
portfolio than that indicated by the extrapolations. Secondly, the BCA
has not been able to imeet fully the demand for credit in the past few years
due to capital constraints. Therefore previous b tal loan volumes
 
(or loan portfolio) do not reflect the demand tha- existed. The limiting

factor in providing credit has been the availabiliLy of capital and'not the

level of credit demand. As an alternative means of determining capital

needs over the 1981-84 period, individual assessments of each office's

projected loan volumes were made by the BCA's 10 Regional Directors.
 
Then, taking into account existing loan demand, planned expansion into new
 
areas, and making minor adjustnents to individual projections that were
 
inconsistent with the overall data collected, 
 aggregate annual projections 
were made by senior BCA officials. These projecticns,on regicnal basisare

presented in Annex F-5. The annual total projections bf loan volume by year
 
are as follows:
 

1981, $2,976,000 
1982 $4,660,000 
1983 $6,400,000
 
1984 $8,660,000
 

This represents a ncminal annual growth rate of about 43 percent
 
or a real rate of growth of abott 30 percent when discounted for inflation. 

2. Assumptions on Key Performance Statistics 

The various improvements in administration and management of the
BCA rural banking system will decrease the relative administrative and financial 
costs and increase operating revenues. The decentralization of the BCA and
improvements in loan documentation and accounting procedures should increaqe
the Bureau's efficiency. It will be able to account for all financial trans­
actiorswith greater accuracy and with fewer delays. CUNA has proposed a
personnel incentives program (see Annex H) directed at rewarding improved
efficiency at the local office level. The aim of these incentives is to
increase overall efficiency by increasing the number of loans/employee,
decreasing defaults, accelerating loan turn-over rates, reducing the expense/
income ratio and increasing voluntary savings. The improvements in inter-office 
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cammuication of information, including financial data, will be fulfilled by 
the radio comunication system that is planned. The system will be able to 
transfer financial information faster and with greater accuracy, thus ameliorating 
the excess liquidity problem and requiring fewer work hours. Furthermore, the 
reliability and time saving qualities of the radio communicaticn system is 
superior to other available ommunication systems (i.e. courier, mail or 
telephone). The ADP system planned during the final year of project implementation 
will simplify records management and provide the meias to keep track of all 
accounting information with increased efficiency and accuracy and with the 
ability to present accumulated data instantaneously, thus eliminating time 
consuming accounting practices and reducing overhead costs. Procurement of 
vehicles and trailbikes budgeted under the project will assist the BCA staff 
in reaching present and prospective clients throughout Haiti more often and more 
quickly. 

a. Ccst Assumpticns 

Total costs of operations (administrative and financial) 
are estimnated at about $760,000 for 1981 and represent about 26 percent of the 
value of the expected loan portfolio. Total administrative costs make up 
about 70 percent of these costs while interest on deposits and bad debts make 
up the bulk of other costs. The assumptions used in the model on these 
three factors are therefore the most important. 

(1) Administrative Costs - The planning model assumes 
that the recent increases in efficiency of the BCA system will continue through the 
LOP. In 1976, the administrative expenses were 43 percent of portfolio while 
in 1980 this statistic had dropped to 24 percent. The specific rate of 
improvement assumed in the model was that the BCA would continue to "slide 
down its learning curve at a rate of 20 percent". This rate was estimated 
using regression techniques and learning curve analysis and the assumption 
is quite reasonable. By the end of the project, administrative costs as a percent 
of portfolio are estimated at about 15 percent. Actual performance may even 
exceed this reduction. 

(2) Financial Costs - Bad debts (loan defaults) have been 
a problem for BCA under the PPC project where it is estimated that 40 percent 
of the total lending is uncollectable. Bad debts,however, have been much 
less a problem in the BCA Prat Ordinaire program. In 1979, about 10 percent 
of the portfolio was written off. Insofar as the Pr~t Ordinaire program is 
more than 10 times larger than the PPC, the default rate on total portfolio 
is much closer to the lower amount. With two improvements in the BCA system, 
the model assumes the bad debt provision will be reduced from 10 percent to 
5 percent during the LOP. First, with the BCA commitment to improved portfolio 
management, delinquent loans will be reviewed quicker and action taken sooner 
to obtain repayment. Second, the employee incentives program will stress the 
reduction of the bad debts ratio, as an indicator of operating efficiency, and 
will reward those responsible for increased efficiency. With the expected 
reduction of bad debts, more internal capital will be also available for 
lending. Interest rates on deposits are held constant during the LOP. 
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b. Operating Revenue Assumptions 

Operating revenues can be increased directly by increasing 
interest rates and fees. In addition, they can be increased indirectly by 
increasing the loan turnover rate and by decreasing excess liquidity. The 
model makes assumptions about the latter two factors. 

(1) Loan Turnover Rate - Presently the average loan term 
is approximately 13.3 months, therefore the loan turnover rate is approximately 
0.9. This loan turnover rate is low because a significant number of loans are 
not repaid on time. It is expected that once portfolio management procedures 
are fully introduced into the system the rate and timing of repayment will 
improve. The loan turnover rate is an important factor in the revenue strategy 
of the BCA. The level of loan turnover directly influences the financial 
effect of the dossier fee charged when a loan is made to a client. The 
effective yield of a 1% dossier fee, when the turno-r rate is 0.9, is 0.9 percent 
or 10 percent less than the stated level. It is estimated that at the end of the 
project the average loan turnover rate will reach a level of 1.4, although 
this will vary substantially from region to region due to the variation in 
crops and livestock financed (see Annex F-5). If the 1.4 average loan turnover 
rate is achieved, the effective yield of a 1 percent dossier fee would be 
1.4 or a full one half of one percent higher than the current effective yield 
rate. 

(2). Excess Liquidity - The BCA's operatior has had to function 
in the past with, high levels of excess liquidity. The BCA has traditionally 
mxintained tp to 6 months' worth of liquidity for operating expenses because 
of its lack of a central liquidity facility allowing inter-regional fund 
transfers and due to delays in the provision of GOH budgetary support funds. 
Presently, for every $100 of BCA loans outstanding there is $41 in excess 
liquidity extant in the system. Ideally, the BCA should be able to earn 
9% on total capital but due to the excess liquidity, it can only earn 9% on 
70.9% of the total presently in loan capital form, thus reducing the effective 
yield to 6.38%. It is expected that with the development of a central liquidity 
facility during this project, excess liquidity would decline to 15%. 

c. Other Assurptions 

Several other assumptions are required to make viable 
projections with the model. Two of the more important of these assumption* 
that were kept onnstant during the analyses were that: 

operating deficits will be fully offset by subsidies, and 
that 40 percent of borrower deposits will be available for 
lending, the other 60 percent will be placed in staggered 
time deposits at comercial bars. 

The remaining assumptions of importance in operating the model were made on the 
policy variables. In the base case run the assuptions made were that: 

voluntary savings will not be a significant source of capital, 
and current policies on interest rates, dossier fees, and forced 
capitalization would remain unchanged. 
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3. Results of Financial Planning Model 

The purpose of the planning model is to review alternative revenue 
and capitalization strategies. Thus, the model was operated to provide annual 
estimates of both the operating balances (deficits) and the capital requirements. 
In each case the base run was made and then sensitivity analyses were conducted 
by changing the relevant policy variables. 

a. Revenue Strategy 

In the base case, using the expansion and assumpticns as 
described above, the following annual operating deficits were projected. 

1982 $174,000
 
1983 $791,000
 
1984 $835,000
 

This denmstrates the necessity of the G0H to increase interest rates and/or 
fees. The absolute level of the required subsidy is quite large under the 
planned expansion and the deficits are not stabilizing but getting larger 
despite the gains in efficiency. To identify the impact of alternative interest 
rates and fee charges would have on the deficit, a series of thirteen sensitivity 
runs were made. These can be reviewed in both tabular form and graphically in 
Annex F-5. The sensitivity runs pointed out several things. First, the 
revenue position increases iore rapidly with changes in the dossier fees 
than with interest rates due to the loan turnover rate improvements. Second, 
the deficit begins to stabilize with an increase of two percent in either 
the interest rate or the dossier fee. Third to stabilize the deficit at a 
rate camparable to the 1980 level will take at least a 4 percent increase in 
dossier fees. Finally, the BCA could achieve relative self-sufficiency if 
fees were to increase to a level of 10 percent interest and 9 percent 
dossier fees. This latter result is interesting because the effective cost 
of BCA credit to the small farmer currently is about 19 percent when ane 
cQnsiders the 3 percent charge for the SAC fee and the forced 5 percent savings. 
In short, the BCA could be financially autoncmus and the clients would not 
be paying any more for credit if the forced savings were changed to fees to 
cover operating expenses. 

The final run in the analysis of revenue was based on the 
negotiations with the Ministry of P3an and was used in budgeting. It was 
decided to adjust interest rates and fees up gradually over the LOP. Ultimately, 
the interest rate on BCA loans would rise until it reaches a level of 2% 
below the prevailing prime comercial rate in effect at any time. During the 
L4P, there would be a 1% increase per year in either the interest rate or 
dossier fee, as demonstrated below. Under these assumptions, the BCA operating 
deficit, and the need for GDR operating subsidies, would disappear by the late 
1980s. The final runs as described in pro-forma statements and the planned 
finncial rate changes are presented on the following chart. 
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PRO-FORMA STAMMMS 

BUREAU DE CREDIT ARICOLE 

Balance Sheet Assets 
Cash on Hand 

Investments 

Excess Liquidity 

Loans 


Liabilities and Rjuity 
Voluntary Savings 

Client Deposits 

Stock (clients) 

Stock (GCf) 


Total Liabilities & Equity 

,rofit/loss Statement 
Interest on Loans 

Interest on Investments 
ee: Incame 

Sale of Equip. of Furniture 


Total Revenues 


dministratieExpensea 


Interest on Voluntary Savings

Interest on Deposits 

Bad Debts Provision 


Total Financial Expenses 


Total Expenses of Operaticn 

Annual Deficit 

Coinuulative Deficit 1982-84 


'PlannedFinancial Rate Changes
 

Lending Rate 


Dossier Fee 


Excess Liquidity 


Bad Debts 


Loan Turnover Rate 

1981 

271,250 

40,572 


1,011,175 

2,930,941 


4,253,938 


-

135,239 

322,699 


3,796,000 


4,253,938 


143,998 

2,663 

36,810 

1,200 


184,671 


546,112 


0 

3,379 


209,997 


213,376 


759,488 


-574,817 


.09 


.015 


.34 


.72 


.9 

1982 

381,868 

69,407 


1,133,676 

4,048,841 


5,633,792 


27,000 

204,357 

522,495 


4,879,940 


5,633,792 


244,292 

4,399 

119,879 

1,745 


370,315 


702,996 


405 

5,094 


261,742 


267,241 


970,237 


-599,922 

-599,922 


.10 


.03 


.28 


.065 


1.06 

1983 1984 

502,571 629,540
 
114,028 178,861
 

1,084,666 947,761
 
5,044,956 6,318,405
 

6,746,221 8,074,567
 

86,250 186,750
 
293,845 409,452
 
810,654 1,205,532
 

5,555,472 6,272,833
 

6,746,221 8,074,567
 

318,283 454,534
 
7,337 11,716 

230,528 315,90.
 
2,273 2,841
 

558,421 784,992
 

840,332 996,591
 

1,699 4,095
 
7,473 10,549
 

284,181 284,084
 

293,353 298,728
 

1,133,685 1,275,319
 

-575,264 -490,327
 
-1,175,186 -1,665,513
 

.10 .11
 

.04 .04
 

.215 .15
 

.056 .045
 

1.26 1.39 
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b. Capitalization Strategy 

The base case output was translated into a cash flow 
format (see Annex F-5) which in turn was used to produce the external 
capital requirements. Under the base case,where portfolio levels expanded
about 30 percent annually, excess liquidity dropped to 15 percent, and 
the loan turnover rate increased to 1.4, approximately $2.5 million of 
external capital is required. Of this amount, about $500,000 would be 
available from the IDA loan in 1982. Thus, the project budgeted the remaining
$2 million from GOH contributions. In the base case,run, forced 
capitalization at the 5 percent rate introduced nearly $900,000 of capital.
Sensitivity runs indicated that an additional $1,000,000 of internal 
capital could be raised by raising the rate of forced capitalization to 
10 percent. Sensitivity analysis also indicated that for every 1 percent
drop in excess liquidity, an additional $60,000 of internal capital became 
avilable. Lastly, in the base case voluntary savings were assumed zero. 
This was also the case for budgeting purpose. The reason is that with 
the program just beginning, it is not clear how much can be mobilized. 
In fact the BCA's most recent estimates are that only about $200,000
will be mobilized by 1984. The uncertainty on projected levels revolves 
around the issue of what interest rates on deposits (time deposits and 
passbook accounts) will have to be before savings become really a 
significant source of capital. Given this uncertainty the project did not 
assume any significant capital would accrue from this source. In the 
project, the voluntary savings program is viewed as a pilot scheme with 
important potential only. 
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D. Social Soundness Analysis 

Social soundness factors have been examined for the proposed
 
project and the Mission believes that project design is viable in terms
 
of positive social inpact. Several factors which have been considered in
 
the design of the project are discussed below. 

The project does not represent an introduction of new crops or 
technologies at this point, but rather an inproveirent of a system which is 
now functioning and serving the intended target group. In fact, the focus 
of BCA activities under this project results in large part from lessons 
learned about small farmer agriculture, credit needs and desires, and 
response to the BCA lending approach during the inplementation of thw PPC 
project. The emphasis on BCA's traditional lending program reflects the 
multi-cropping pattern of Haiti's small farmers and needs for credit for 
a range of purposes. Where new credit or savings mobilization methods will 
be introduced, they will be based on rural financial market studies and/or
experimental pilot projects, both of which will pay close attention to the 
socio-cultural dimensions of the proposed approaches. She rural financial
 
market studies will help obtain information about local perceptions of
 
financial questions, explore approaches that have been successful in the
 
Haitian rural socio-cultural context, and make this information available 
for the design of future program strategies for rural credit. 

The foundation of BCA's present credit delivery system is the SAC. 
Although BCA's 13 years of experience with SACs has not yet led to the 
evolution of viable, independent small farmer organizations as originally
hoped, it has demonstrated that the SAC does work as a credit intermediary.
Other experiences and studies in rural Haiti and elsewhere confirm that 
small groups (10-15 members) can be effective rural development mechanisms. 
The proposed project will allow BCA to continue to explore ways to strengthen
the SACs or to build on them to create more effective credit channels. In 
this process, attention will be given to SAC leadership factors and other 
aspects of these groups to assure that they are as representative as 
possible of the interests of all their members. While the SAC drop-out rate 
has been high for the PPC project, this has been due mainly to factors 
innerent in that project. SAC performance and repeat-rate has been excellent 
under BCA's traditional portfolio, which the proposed project will emphasize.
It is recognized, however, that improvenents in SAC administrative structure/
capability are required to enable the SACs to identify better credit 
priorities, and to obtain, distribute and repay loan funds in an efficient 
and tirely manner. Technical assistance is being provided under the project 
to assess fully the past perfoimance, role and potential for inprovenent and 
possible expansion of the SAC system (see Annex G). Implementation of any
reconmendations arising from the assessment will be effected with a view 
toward not burdening individual SACs with needless bureaucratic requirements,
organizational structural changes or add-ons, etc. 
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Although the project does not include specific training activities
 
for women, the BCA is committed to expand on its presently small cadre of
 
women professionals. More inportantly, the expansion of lending and savings

activities will impact directly on rural women. 
 Women participate as
 
members in their own right in a significant number of existing SAC's. Even
 
where the husband represents the family in a given SAC, it is frequently
 

ensuresthe woman who that credit funds are used for the purpose for which
 
they were intended. She more often than not controls the family budget

and is responsible for the immediate nutritional 
needs of the family.

Haitian women engaged in subsistence activities often use credit to expand

home production or to make such production more efficient. Credit used to
 
increase wcmen's production of marketable goods will then add to family

income. 

Two other important social feasibility concerns are the motivation

of BCA's local agents and the interaction between these agents and their
 
clients. Cn the first point, as elaborated on elsewhere in this paper, the
 
project will provide increased inentives for performance by BCA agents
through the adoption of revised personnel procedures, training for BCA 
agents, and provision of adequate living and transportation arrangements
for agents living in remote rural areas. Care has been taken in the design
of facilities to be constructed and the choie of transportation for BCA 
agents to provide adequately for the agents' needs without making their 
living standard ostentatious by local norms. Generally, BCA agents are from rural 
areas and identify well with their prospective clients. BCA is now seeking
to hire a greater number of its personnel from the specific areas served 
by its offices. Training offered under the project will prepare the agent
to serve Existing evidencehis/her rural clientele better. indicates that 
BCA agents function well in the areas they serve, generally visit clients 
and SACs outside the office rather than wait for clients to come to them,
and are usually the catalyst for the formation and strengthening of SACs.
 
Planning at the local office level now frequently involves the SACs from
 
that area.
 

As a reflection of BCA's interest in its clientele, it has considered 
for several years the transformation of BCA into a "mixed capital" organiza­
tion in which its clients would own shares and participate in policy deci­
sions at the regional level. Adoption of such an approach would be an 
additional step in the process of involving local ideas and input into BCA's
operations and insuring socio-cultural compatibility of these operations
with the rural population. The project per se is a step in thlis direction,
and a formal assessment of the feasibility of an equity capital scheme will 
be undertaken and reccmmendations made thereon. 

Finally, the BCA is ccnitted to involving local ccmnTities in
inplementation of sub-project activities, particularly the construction of 
local branches (see construction analysis). Comnities, in many cases,
will provide materials and unskilled labor. Village leaders will be and 
have been consulted on matters such as location and usesbranch of credit. 
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E. Economic Analysis 

The project is primarily institution building in character. It does,however also include a substantial amount of outreach. There are economic
issues involved in both segments and they are discussed below. 

1. Institution Building Related Issues 

There are four institution building related issues in the projectwhich must be considered in an economic context. These include the singleagricultural/rural development bank approach, the subvention of development
credit, the capitalization of development banks and the selected group of

inputs proposed in this project to strengthen the institution.
 

a. Single Development Bank Approach - The GCH has reversed thedirection taken in the mid-seventies which resulted in a multiplicity of
agricultural credit systems operating in Haiti. 
 Two basic arguments wereextended to support this redirection. First, it was argued that the prolifera­tion of small farmer credit schemes resulted in duplication of effort andthus represented a misallocation of both scarce human and capital resources.
Second, it was argued that by cmbining the various institutions and
retaining only the positive elements of each, the resulting institutions
would be much stronger. While these arguments are sound in support of
reversing the proliferation of rural development 
 credit schemes, they areless sound when supporting the formation of a single institution as proposedwith the merging of the agricultural division of the IDAI with the BCA. The
reason for this is that the philosophy and direction of the 
two institutionsare different. The IDAI has always been an agricultural development bankwhere the primary function has been to increase national agricultural output,and financing small farmers is a means to that end. The BCA on the otherhand, from its very inception in 1956, has been more of a rural developmentbank where the primal y objective is meeting the needs of its peasant con-­stituency and financing agriculture activities is a means to that end. To
argue that the two institutions should merge simply because they both extend
agricultural credit to small farmers ignores the 
basic difference in thetwo institution's raisons d'&tre. If one accords equal Weight to the
different objectives (agricultural developtient vs rural development) then
 one must reject the 
arguments for a single institution, particularly aswhen the BCA expands further into non-agricultural rural credit and financial 
services. 

b. Subvention of Development Credit - As the BCA's agriculturalcredit portfolio has expanded, the level of the required subvention hasiicieased, although this annual increase has declined in relative terms given
increased efficiencies in operations and increasessome in operating fees.Nonetheless, the rapidly increasing size of the required subvention is of concern to the GOH and USAID. hree broad options exist for the GCOHselect from in determining the level of subvention. 

to 
First, they can fix the

income generating rates (interest and fees) by aoplication of politicalcriteria and subsidize the resulting gap. This is the current process. 
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Second, they can fix the rates to cover the costs of the banking services 
provided and continue to subsidize the costs of the development services 
being provided. This of course would require the BCA to apportion its costs 
for the provision of either banking services or development services. Third, 
the GJH could fix the rates to cover all costs of operations. 

The first option must be rejected on economic grounds. The 
reason is that the rates would continue to be relatively low and the GOH's 
fiscal revenue generating structure simply inadequate such that competing 
clams on funds would be too great to allow for the extremely large scale 
increases in subvention that would accompany increased portfolios in both 
agricultural and more general rural credit. In addition, one mst seriously 
question such a procedure in terms of the ultimate burden of GOH subvention. 
The.re is no economic merit to using an inefficient and regressive fiscal 
system to generate funds used to subsidize services to the rural poor. 
Largely because of these factors, the GOH has selected the second option, 
although the proos3 of increasing rates and fees will be gradual rather 
than abrupt, and will necessarily be dependent on the completion of a 
study which addresses the apportioning of costs of the services provided. 
Nhile this option is to be much preferred over the first option, the third 
option is to be preferred in the context of economic efficiency. The reason 
is that the tax structure in Haiti is generally regressive. Thus, 
the poor will be subsidizing the poor. There seems to be little sense for 
the urban poor to subsidize the rural poor and there is no economic sense 
for the rural poor to subsidize themselves through a largely inefficient 
tax system. Thus, to the extent the relatively better off rural poor will 
benefit from development services and in the absence of any specially 
earmarked progressive tax to subvene these costs, it is more efficient 
economically for them to bear the costs directly. 

c. Capitalization of BCA - To meet even a modest fraction of 
the effective demand for credit in rural areas will require major increases 
in capital funds. Several sources exist for such funds, including external 
grants and loans in cash, external grants and loans in kind (both inputs 
such as fertilizer or food), &imstic forced savings and domestic mobiliza­
tion of voluntary savings. Some of these are economically preferably to 
others. With respect to external funds, straight cash grants and credits 
tend to be the most inflationary and thus in-kind grants and credits are 
preferred. However, as demonstrated by the experience of the PPC project, 
atteapts to strengthen an institution by prcmising only a limited range of 
inputs (e.g. fertilizer) frequently distort the lending provided by that 
institution and are ultimately unsuccessful in their institution-building 
objective. Domestic forced savings are of two types. The first type is 
forced saving by the clients as practiced by the BCA. This procedure, while 
providing some capital is rather limited and restricts individual choice 
in the utilization of investment. The individual usually views such 
forced savings as a cost of doing business, which it is. 
Forced savings are not recommended from an economic standpoint. 
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The second type of dovestic forced savings is through fiscal revenues. Again,
given the regressive and inefficient tax systers in Haiti, there is little
 
merit to relying on this as a basis of capitalization. The final source of
 
capital is voluntary savings, particularly rural savings. This source is
 
the most preferred as it is not inflationary and has positive rural
 
redistribution elements. The savings of the relatively wealthier segments

of the rural communities are utilized for food production and employment

generation of benefit of the relatively 
worse off in the rural comunities. 
Further, as capital generated in a rural locale via a voluntary savings 
program is apt to stay in the same locale, it allows rural comuunities a greater 
degree of control over their own development. 

d. Selected Group of Inputs - The group of inputs selected in
 
the design of this project were determined by using cost effective criteria.
 
Wile several options existed, the most cost effective were selected. Thus,

recognizing the high costs of long term advisory services, a greater reliance
 
is placed on soecific short term technical services. In the case of commodity

assistance, commodities purchases have been grouped to maximize 
efficiencies
 
and reduce total costs. With respect to construction, a simple, adequate
 
structure which can easily be expanded was designed to be built using the
 
most inexpensive adequate materials. 

2. Outreach Related Issues 

The BA has been more successful in recent years in increasing
the size of its portfolio than has the IDAI. The reason behind this is that
 
the BCA follows an implicit policy of capital spreading rather than capital

deepening and this policy is supported by an outreach structure which is

appropriate to this strategy. The BCA system works through groups of farmers
 
and is not encumbered by extension or input distribution responsibilities.
In short, the BCA outreach success has been based on an expansion of traditional 
production. Unfortunately, there are two opposing issues regarding this 
type of outreach. On the positive side, it is clear that the bulk of credits 
extended by the BCA are used to increase food production where the expansion
of food production is achieved not through capital intensive approaches (i.e.
chemical inputs or mechanization) but largely through labor using and land 
using traditional technologies. Thus, to the extent that underemployed labor 
exists, jobs are created and to the extent that full employment exists (peak
seasonal employment), wages are increased. This means that not only is more
 
food produced in the rural areas but also that the marginal farners 
 .id
 
agricultural laborers have more disposable income to buy food. Unfortunately, 
on the negative side, such a traditional expansion in use of land also means 
increased pressuies on marginal lands. The advantages of the former clearly
outwigh the disadvantages of the latter, particularly in the short run. 
Purther, under this project the outreach is indeed limited such that there is 
only minor impact on the environment. 

However, in the second evaluation of the project both of these 
issues should be carefully examined and recommendations should be made in terns 
of financing capital intensive/land displacing technologies and land conservation 
technologies. These recommendations would then be fully considered in any
subsequent project support. 
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IV. PROJECT IMPLNTATION A NGD TS 

A. Financial Plan 

The USAID grant financing will provide for advisory assistance, 
training, comcxdities, construction and studies/assessment. Additionally 

grant funds will be available for the costs of evaluation. The GDH will 
provide counterpart funds to support BCA operations consisting of PL-480 
funds for loan capital and the procurement of trail bikes, and general revenue 
resources to cover the operating deficit. The financial plan and cost 
estimates are based on current costs with an allowance for changes due to 
inflation and other contingency factors. Table 2 presents the financial 
plan for the project broken down by source and FX/LC costs. 

TABLE 2 

S.TIRY OF TENTTIVE ODST ESTIMTES 
(us $000) 

Funding Source
 

A.I.D. Grant 	 (l Project 

Category 	 Foreign Local A.I.D. Local Total 
Exchange Cost Cost 

Adv.Lsory Assistance 630 630 630 
Training Assistance 192 40 232 - 232 
Camodities 366 64 450 110 560 
Construction - 792 792 - 792 
Savings Mobilization - 50 50 - 50 
Program 

Capital - 2,000 2,000 
Assessment/Studies 150 - 150 - 150 
Operation Deficit - - - 1,666 1,666 
Evaluation 30 - 30 - 30 
Contingencies 51 35 66 4 66 

'OTAL 	 1,419 981 2,400 3,776 6,176 
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Table 3 demonstrates the proposed expenditure schedule for A.I.D and
 
GOH resources by fiscal year. A.I.D obligations will be required in advance
 
of expenditures in order to make procurement and ontracting acc'itments.
 
An FY 81 obligation of $500,000 is proposed and will provide $100,000 for
 
advisory services, $30,000 for training and $50,000 for studies/assessment,

$120,000. for constructi6n and $200,000 for ocmrodities. rhe GCH contributions
 
are indicated for the fiscal year in which they will be required.
 

TABLE 3
 

St1.?.RY OF PROJCT EXPENDITRES BY FISCAL YEAR 
(US $000) 

FY 82 FY 83 FY 84 L 0 P 

AID GOH AID GCH AID GOH AID (OH 

Advisory Assistance 313 - 272 - 95 - 630 -

Training Assistance 88 - 89 - 55 - 232 -

Ccmidities 396 98 34 6 20 6 450 110 

Construction 325 - 467 - - - 792 -

Savings Mobilization 
Progran 20 - 20 - 10 - 50 -
apital - 584 - 676 - 740 - 2,000 

Assessirent/Studies 50 - 50 - 50 - 150 -

Dperating Deficit - 600 - 576 - 490 - 1,666 

Evaluation - - - - 30 - 30 -

Contingency 33 - 26 - 7 - 66 -

I-AL 1,225 1,282 958 1,258 267 1,236 2,400 3,776 

B. Procurement Plan and Schedule 

1. Tednical Advisory Assistance 

Project funds provide for one long-term advisor in rural credit
 
systems managerent for 24 person months and seven or more short-term specialists

in other subject areas for a total of 30 person months. A single oontract
 
will be negotiated, with services to begin during the first quarter FY 82.
 

http:St1.?.RY
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In the event a single firm cannot provide all the required services at an 
adequate standard, such services may be broken out of the large single 
contract and individual contracts will be negotiated separately. All 
advisory assistance will be obtained through host-country contracting pro­
cedures in conpliance with USAID standard regulations, (Handbook 11, Ch. 1)
when such procedures are not cost prohibitive. The BCA and USAID have 
shown preference for this mode for several reasons. AID's preference for 
host country contracting, provided that such capabilities exist, is 
delineated under Policy Deternination 14o. 68. With respect to this project, 
both BCA and USAID believe that the BCA,based on the depth of its staff 
experience and education is capable of adequately preparing all the 
documentation necessary and inplenrenting/adminisering host country contracts. 
Also the RCO is stationed in Haiti and is prepared to assist the BCA in 
all phases of the contracting process, and to ensure that all docunenta­
tion is prepared correctly and actions are taken to meet the requirements 
set forth in IB 11. Based on tlis initial, hands-on experience the BCA 
will be capable of continuing to contract on its own during the LP and 
beyond; further strengthening its administrative capabilities and reinforc­
ing other aspects of rural project administration. However, despite the 
preferences and advantages of host country countracting, its limitation 
in procuring short-term advisory services is recognized. The limitation 
is that all services must be covered by DBA insurance and that the 
procurenent of such coverage on small Host country contracts with individuals 
is cost prohibitive. Thus, PD. 68 will be waived which will allow the 
Mission to procure short-term advisory services enploying normal U.S. 
procurenent regulations when necessary. 

2. Training Assistance 

This coIponent will be composed of three types of training:
U.S. academic, U.S. technical and in-country technical (see Annex F-2).
The U.S. long-term academic training will be provided in business manage­
nent, finance, and agricultural credit. The U.S. technical short-term 
training planned includes small fanrer credit policy, agricultural project
planning, agricultural capital projects analysis, contract administration 
in rural developrent, agricultural ccmmunication and media strategies,
and agricultural trainer (extension) development. Both long-term academic 
and short-term technical participant training will begin during the second 
quarter of FY 82. The usual PIO/P process will be used to imlerent this 
activity. Lastly with respect to long-term training, a condition precedent 
to disbursement for this purpose will require BCA to provide a copy of the 
contract signed by employees who are selected for long-term academic

training which will (a) require the employee to work for the BCA upon
ccnpletion of training an amount of tine equal to that spent in training
and (b) guarantee the errployee a position in the DCA equal to or superior 
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o the one held prior to academic training. In-country training will
consist of a small farmer credit distribution courses, courses on business
 
skills, English refresher courses, and a savings mobilization workshop.

In-country technical training will also commence during the first quarter

of FY 82. In-country training will be the responsibility of the BCA and

all services and commodities required, other than the trainers contracted,
ill be procured. During January-February 1981, the BCA assisted in the

preparation and supervision of the successful 4 week "Small Farmer
course 

Credit Distribution and Administration". With this prior experience and

with the assistance of USAID the BCA 
 should be able to administer all
in-country training. The procurement of trainers for in-country courses and

workshcEswill be procured using USATD/PASA arrangemnts, 
 if applicable, or
 
norngl contracting procedures.
 

3. Comodity Procurement 

In accordance with the decision made by the Administrator
 
on July 14, 1977, all goods and services for this project, except motor

vehicles, will be procured from countries in A.I.D. Geographic Code 941 and
the Host Country. Motor vehicles will be procured only fran the U.S.,cgmiodities to be procured include typewriters, hand calculators, office furniture,
office stpplies and equipment, safes, 4 wheel drive vehicles and sedans, 
autmptic data processing equipment and radio cnmrnication equipment. Thefurniture, equipment and office supplies will be locally procured. Existing
offices which are only partially equippped will be provided additional 
equipnent necessary to upgrade them to a level equivalent with new offices.
Based on the inventory of existing equipment and supplies in local and
regional offices, it has been estimated that the cost for equipping an
existing office will be approximatley half the cost of equipping a new office. 

a. Vehicles 

Vehicle procuement will consist of the purchase of 13four wheel drive vehicles (11 for the regional offices and 2 for the central
office), two sedans for the transportation of central office auditors to
and from the regional offices, and 110 trailbikes for rural agents
(purchased with GDH funds). The 4 wheel drive vehicles procured will possess
a large capacity for carrying luggage, supplies, and passengers. They
will be used between the regional and local offices, where the road surface
demands the use of 4 wheel drive vehicles. All vehicles procured under this
Project will be procured through carpetitive bidding, and no waivers will 
be reqired. 
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All vehicles procured with A.I.D. funds will be procuredunder one project implementation order, through A.I.D. direct procurement,
during the first procurenent phase of the project (see Annex F-3). Total 
costs of vehicles, CIF Port-au-Prince and including the agent fees forprocurement services, is estimated at $196,000. The specifications will beprepared by the BCA in accordance with standard A.I.D. regulations and
submitted to the procurement agent in the form of a PID/C during the firstquarter FY 82. Procurement of vehicles for Haiti can involve up to four
months for the award of a contract and up to an additional 9 months for
completion of procurement, including arrival at port of destination.
Therefore, procurement for vehicles expected to be available for service
by first quarter FY 83 should begin during the first quarter of FY 82. 

b. Equipment 

Equipment procured under this project will include
funitura, typewriters, calculators, and safes required by each 
 local
and re.jional office, as well as the central office. The purchase of this
equilnmnt will be divided between the two procurement phases (see Annex F-5)and based on the nuner of office openings planne& during each fiscal year.Diring each procurement phase, the furniture will be purchased locally bythe BCA, (including miscellaneous items for the Savings Mobilization program)
and the typewriters, calculators, and safes will be purchased through the 
procurement agent. The list of quipment, including the specifications will befinalized by the BCA by 4th quarter FY 81, and the procurement process
should begin no later than the end of 1st quarter FY 82. ommodities
procured during the first phase should be received by 3rd quarter FY 82.
The second procurement phase for equipment will be scheduled to proceedsimilar to the first, and will begin by 4th quarter FY 82. The list ofequipment for this second phase will be finalized based on an assessment of
current activities and the revised plan for expansion. 

c. ADP Equipment 

Procurement of ADP equipment is planned for the final yearof the Project. The functional abilities, versatility, and size of thisequipmnt will depend on the financial and managerial ADP needs of theBCA at the end of the project. An assessment of these needs will be madein the various operating systems during the I-OP. The ADP system then willbe procured, locally if a dependable supplier can be located, or frm acode 941 supplier if not. The cost of both the hardware and the software
required is tentatively estimated at $20,000. It is recognized, however,
that a more sophisticated and thus more costly ADP system may be recommended. 
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d. Communication System 

Based on the reconrendations of a radio ccmnunications 
advisor, radio communications componentry suited to the needs of the 
BCA will be procured. An estimated $128,000 is budgeted for cxunaxity 
costs in the procurement of this equipment. The radio communications 
advisor is expected to present a report by the 2nd qarter of FY 82 
outlining the communication system cmqonentry specifications and recommen­
dations for procurement sources. If equipment and maintenance services 
are available in Haiti, the BCA will be advised to procure locally. In 
the event that no sources are available locally, 941 procurenent will 
proceed through the services of a procurerent agent. The imprlementation 
of this system may require an adaptation and a linking to the ADP system 
in order to transfer efficiently accounting information between offices. 
This aspect of the cormunication system will be investigated, and 
compatibility noted between the proposed system and possible ADP systems. 

e. 

financed) is su
The implementation 

mmarized as follows: 
of the proposed procurement plan (U.S. 

Comodity Procurement 
Phase 

FY Procurement Process Estimated Cost 

1. Veicles ist phase 82 	 Direct Procurement(941) $196,200
 
2. 	 Equip ent 1st phase 82 Local Procurement or 

Procurement Agent (941) 71,600 
2nd 	phase 83 Local Procurent or 

Procurenret Agent (941) 34,400
3. 	ADP 1/ 84 Local Procurement or 

Equipment Procurement Agent (941) 20,000 
4. Radio 1st phase 82 	 Procurement Agent (941) 128,000 

Communica­
tion Total: $450,200 

1/ Procurement of ADP equiprent will not take place until FY 84, and 
therefore is not included in either 	of the two major procurement 
phases. 



-49­

4. Construction 

a. Local Offices 

The project will include funding for the construction of18 BCA local offices over the next three years. Of the eighteen offices
proposed for construction by the BCA, ali are presently served by credit agents.
The BCA has 16 leased buildings and plans to lease 2 additional buildings inFY 82 (Ennery and Dessalines). These sites were selected both on the
basis of their long-term lending activities and on- their potential loan demand, 
as estimated by the BCA. 

The implementation of the planned construction will take
place as outlined in Annex F-4. The BCA, with the assistance and approval

of USAID, will select an A & E firm to design and formulate construction
guidelines for the construcgion of all the proposed offices. The construction 
will be scheduled in two phases, one for each year of the first two years
of the project. After the initial CP's are met, documents will be approved
by USAID and prequalification of construction firms completed. IFBs will be
issued, and upon receipt of bids, construction firms will be evaluated by
BCA/USAID and contracts will be issued for the construction of 8 buildings.
In FY 83, 3 contracts for 10 buildings will be let. A summary of office 
construction and site locations is in Annex F-4 also. A condition precedent

to disbursement for construction will require BCA to demonstrate clear title
 
to each site before construction begins. BCA
In addition, will be requested
to provide to USAID prior to the beginning of each fiscal year the list of
sites where construction is planned during the year, a schedule of construction 
activities and cost estimates for the year, a schedule of construction activities 
and an update of cost estimates for any construction not completed during
the prior year, and a maintenance plan and schedule for the fiscale year for 
all A.I.D. assisted construction. 

b. Savings Windows 

As part of the Savings Mobilization Program, service 
counters with teller windows will be constructed in those existing and
planned offices involved in the savings mobilization scheme. The intent of
this planned change to the interior design of the office is to provide
to the BCA client a specific loc~tion for savings transaction, impressing
upon him the important consideration given to savings by the BCA. 
The construction costs of these savings windows will be a part
of BCA's constribution to the overall project. The final design of 
these windows and the cost estimates involved will be made after the first
phase of the progr- n, which is presently scheduled to start in first quarter
FY 82. As the program expands to other offices the construction of these 
savings windows will also be expinded as an integral part of the program,
provided that evidence shows that such windows contribute significantly to 
mobilizing savings. 
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5. Capital Assistance 

Net additional external capit4 required during the LOP to 
meet the projected loan volume is estimated at $2,000,00Q and will be 
provided by (DH contribution. The source of these funds, if available, 
will be PL 480 Title I monies. During the fourth quarter of each fiscal 
year the BCA will estimate its additional external capital requirements
for the upcoming year based on performance cf the current year. The 
DA1R) will consider this level and officially transmit the request to the 
SEP which will, in turn, request USAID concurrence with the proposed usage 
and level. Project management will monitor throughout the IOP the 
quarterly flow of Title I funds to the BCA. 

6. Operating Subsidy 

The BCA operating deficits estimated over the LOP total 
$1,666,000. Funds to cover the annual operating deficit will also be 
provided by GOH counterpart contributions except that the source will be 
general revenues and not PL 480 funds. During the third quarter of each 
year the BCA will project the operating balance for next year based on 
the anticipated expansion, improvements in operational efficiency and the 
level of interest rates and dossier fees. This estimate will be transmitted 
through normal budgeting channels. Project management will monitor closely
the level of operational subsidies provided by the GJH to the BCA to insure 
that operational deficits are not being covered by capital funds and 
thereby decreasing lending. If inadequate levels are being provided due 
to GOH budget constraints, the Mission will request officially that the 
BCA adjust its fee structure to acommodate the shortfall. 

7. Assessnent/Studies 

Approximately 150,000 of grant funds are available to finance 
specific short-term studies, a rural financial markets assessment and to 
cover costs of BCA and other GOH officials to attend conferences and 
workshops on rural financial markets. The purpose of these activities is to 
provide the basis for the BCA to plan its future role as a rural development
banking institution in the late eighties. During project development
only a general attempt was made to specify the studies and this list can 
be reviewed in Annex G. The reason for this was to maintain flexibility
for actual implementation such that the studies conducted are indeed studies 
which will lead to policy changes. The advantage of this strategy was 
clear in the final negotiations of the project when it was decided that 
USAID and the BCA would conduct the studies to examine the issues pertaining
to the transfer of the IDAI small farmer portfolio to the BCA. However,
such flexibility rcx-uires a greater degree of management in implementation. 

In the case of specific short-term studies, the BCA will outline 
the study objectives and manpower requirements and formally request
USAID approval to conduct the study using grant funds on a reimbursement basis. 
In addition, if the BCA requests, the project manager will draft a PIO/T 
to procure advisory services to conduct the study using normal USAID 
procurement procedures. In the case of the rural financial markets 
assessment, several U.S. universities that have a strong background in 
agricultural credit have also been involved with rural development in Haiti. 
They will be selected by USAID and the BCA and invited to submit proposals 



to conduct an assessment during the LOP. This activity will begin early 
in the FY 82 using USAID university selections procedures. Lastly, the 
BCA will formally request the use of grant funds to cover attendanoe at 
workshops and conferences. If approved, travel orders will be issued. 

C. Evaluation Plan and Schedule 

The project will be evaluated three times. The purpose of the first 
1982 is to review initial implementationevaluation scheduled for March, 

activities and consider any adjustment necessary in the implementation plan 

for the project. With the assistance of approximately two weeks of external 
the Mission and the BCA will review the procurement ofadvisory services, 

the FY 82 projections andinputs, the FY 81 operational year statistics, 
the background reports and recommendations concerning the transfer of the IDAI 

asmall farner portiolio. The review will result in short internal report 

comprised of action reccxnmendations. The second evaluation, following 
year later, will 	assist the Mission in identifying anyapproximately one 

will serve as thenecessary implementation changes but more importantly, it 
basis for hte design of any USAID follow on activities to the BCA. Using 

approximately six weeks of advisory services, the Mission and the BCA will 

again review the 	procurement of inputs, the operaticnal year statistics 
and the status of the IDAI small farmer portfolio transferand projections, 

to the BCA. In addition, the overall rate of progress of BCA management and 
increased bankingoperations will be assessed, as will the impact of 

the impactservices in the rural communities. With regard to the latter, 
review will be more qualitative than quantitative in its analysis of 

accrual of benefits and effect cn beneficiaries and will prcbably employ 

the case study approach as a methodology. The third and final evaluation will 

cone near the end of the project in approximately August 1984. With the 
one month of advisory services, the Mission and theassistance of an 	estimated 

BCA will evaluate the project performance and submit a PES. Inputs will be 

sum-narized and evaluated in comparison with achieved outputs and the outputs 

in turn will be evaluated in light of the overall project purpose. 

The Mission and the BCA will designate members of the proposed 

evaluation team early during the project. Their first task will be to refine 

the broad evaluation plan and schedule discussed above. Once the final plan is 
the skills required of the outside advisoryestablished, the 	team will determine 

team will also decide if the services will be procuredassistance. The 	evaluation 

The Projectwill require approximately fifty percent of the officer's time. 

through a single contraot or a through series of individual contracts. 

D. Mission Management and Monitoring 

Office. 
Project management will reside in the Mission's Agricultural Development 

One USDH officer will be assigned as project manager and management 

on all the Mission's support personnel in implementing themanager will draw 
the Mission's training officer, the evaluation officer,project including 

Tuplementation will bethe regional contracts officer and a FSN engineer. 
and official project documents (project agreement, PIOs, PILs)monitored 

will be prepared 	by the Project Design and Coordination and Program Division. 

It is estimated that approximately one quarter of the FSN engineering 
to assist with the implementation of theofficer's time will be required 

construction activities. 
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V. CONDITIONS AND NEGOTIATING STATUS 

In addition 

development 

to the standard initial condition precedent, the project
committee has determined the necessity of one additional specialcondition precedent. Similarly, in addition toevaluation, the standard covenant 'onthe contittee has determined the necessity of two additionalspecial covenants. The standard conditions and the special conditions withdiscussions of the negotiating status of the latter are presented below. 

A. Conditions Precedent 

1. Conditions Precedent to Initial Disbursement 

Prior to any disbursement, or the issuance of any commitnent documentsunder the Project Agreement, the Grantee, except as A.I.D., may otherwisein writing, shall furnish agreein form and substance satisfactory to A.I.D. : 
(a) An opinion of the SecretaryRepublic of Haiti of State of Justice of theor other counsel acceptable to A.I.D. thatthis Agreementhas been duly authorized and/or ratified by, and executedRepublic on behalf of theof Haiti, and that it constitutes

obligation of the Republic 
a valid and legally bindingof Haiti in accordance with all of its terms;

and
 

(b) A statement of the
in 

name of the person holding or actingthe office of the Grantee, and of anytogether with a 
additional representatives,speciment signature of each person specified in such statement. 

2. Conditions Precedent to Disbursement for Other than TechnicalAssistance or Stud~es 

Prior to any disbursent, or the issuance of any commiennt documentsunder the Project Agreement to finance activitiesor studies, the Grantee will, except as 
other than technical assistanceA.I.D. may otherwise agree in writing,furnish in form and substance satisfactory to A.I.D., evidence that Article22 of the Bureau de Credit Agricole's organicmaximum interest rate is not law is revised such that a
 

Administrative Council of 
fixed by this law but by action of the
the Bureau de Cr6dit Agricole following the generalpolicy of the Banque de la R6publique d'Haiti.
 

In negotiations 
with the GOH, it was agreed that the interest rateon loans would be raised gradually during the LOP beginning inwith the interest FY 1982rate being raised to 10 percent.BCA organic law pi. on 
Article 22 of the original- d September 30,at 8 percent. 1963, set the maximum interest rateOn Dxecember 12, 1976, Article 22 was amendedinterest rate was raised and the maximumto 9 percent. The above condition requiresthe Article be amended but rather than 

that
specifying a new maximum by law,provides itthat the maximum interest rate be specified by action of the BCAboard in a manner consistent with general banking policy and legal constraints.Thus, subsequent adjustments in interest rates will not require legal decrees. 
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This proposed amendment was submitted by the BCA to its Board of Directors 
in March of 1980 along with other proposed legal changes. No actions have 
been taken on the proposed legal changes to date. The purpose of this special 
condition is to elevate this arendment from the others and obtain the 
required action by the next fiscal year. In subsequent discussions concerning
this condition, the BCA has been advised that recent changes in banking laws 
preclude the necessity of the proposed change. No legal opinion however 
has been provided and until such time, the Mission position is that the 
special condition should reiain. 

3. Conditions Precedent to Disbursement for Construction 

Prior to any disbursement, or the issuance of any camiitment 
documents under the Project Agreement to finance the construction of any
facility, the Grantee will, except as A.I.D. may otherwise agree in writing,
furnish in form and substance satisfactory to A.I.D. evidence that the Grantee 
has aqouired title to the land an which that facility is to be constructed. 

4. Conditions Precedent to Disbursements for Long-Term Training 

Prior to any disbursement, or the issuance of any ccnmitnent 
documents under the Project Agreement to finance overseas, long-term
training, the Grantee will, except as A.I.D. may otherwise agree in writing, 
furnish in form and substance satisfactory to A.I.D.: 

(a) Evidence that the candidate selected for such training has 
signed a conitment to return to Haiti and to provide services to the BCA 
for a period at least equal to the time spent in training and 

(b) Evidence that the candidate selected for such training is 
guaranteed a position in the BCA. upon his return equal to or superior to the 
one held by the candidate prior to such training. 

B. Covenants
 

1. The Grantee agrees to establish an evaluation program as part of 
the Project. The program will include, during the implementaticn of the 
Project and at one or more points thereafter; 

(a) evaluation of progress toward attainment of the objectives 
of the Project; 

(b) i (0, ntification and evaluation of problem areas or constraints 
which may inhibit such attainment; 

(c) assessment of how such information may be used to help 
overoome such problems; and 

(d) evaluation, to the degree feasible, of the overall development 
impact of the Project. 
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2. The Grantee agrees to finance all operating deficits incurredby the BCA during the Life of the Project in a manner which does not reduce
the capital of the BCA. 

3. The Grantee agrees to advise and consult with A.I.D.proposed changes on anyin BCA's organization or legal structure prior to the
proposals being submitted for legislative 
action or decree. 

In March 1980, as mentioned above, the BCA submitted to itsBoard of Directors a comprehensive set of amendments to its basic legislationwhich would result in major reorganization. The Mission generally supportsthese proposed changes. Simultaneously, the SEP and other elements of the GOHhave been considering and proposing major financial policy reform.These refox:ms are having various impacts on the financial institutions ofthe country including the BCA. For example, in April of 1981, a sub­committee in SEP proposed a merger betwcen the BCA and the IDAI agriculturaldivision to create the ACB. Subsequently, the proposed merger proposalwas withdrawn and in its place, a proposal for the small farmer portfolioof the IDAI be transferred 
changes in 

to the BCA was made. This may or may not requirethe BCA's legal status. The project with its studies/assessmentsupport will address these issues and changes in legal structure duringthe LOP. The purpose of the special covenant is to insure that theGOH, in its efforts of general financial reform for the country,specifically consider the potential impact 
will 

on this project by requiringthat they advise and consult with the Mission on any reform which willsignificantly affect the BCA's legal charter. 
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(521-0121 

SICSTATR' WASHDC 1'RIOR1TY 

UNCLASSIIED PORT AU PRINCE 2 tq 
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REF: State 142995 

1, Mission has reviewed reftel and IWS dkCU9EuWsJ Cable With 

17tLAC/DR officer Barry Blurnett. L!SAl!) be!w~th.LV(!u ~4ill; iuovrev! 

creates serioun problecms, whichi AYI/W maly not lilVL. 1,1i 1*tkd' 

which could subit an .Wily dv~lay pri,qj(- i.volo~pil 11! .111! 

endanger proposed 17Y 80 obi1Lgaim a .,rp lC .L 

implies that PT) has~ iiwt bi.en uprvdfort .intonsiJve-, rivi 
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upon f inai. resolut. in of .1n~tii I'of(- i gIup.~. l 

national davoepment bak1!-1IV I Ii.' 0LIli 
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but baued on informinaon SeL tori i p.iii 2 1, 

we do not belleve It iq a bauit; on whicha tu duhiy Inii~iwir 

development of PP. If PID is noL a.ppt UI/ed lit ihh , i 
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IZ.'be unmble to contract for advi:ory a ,.istar,c: n-, ksi.ijflinj 

rural financial market studies and radio cuirmun~ications sysuLts 

which MS Contemplated in PID. PP cannot b-o completrxd t U-)LSiID 

satisfaction without this assistance. Therefore, dckliy i.n PiD 

.-wi.l seriously deay final project design, authoriza­

tion Zk)bligation. 

2. SAJ2jant to PMD aftiu3on, USAID has had discussions wit] 

anig 00*6, the Direoo= General of the Department of Plan, t 

Sb-S=&iar of Finance, the Deputy Governor of the Central Bal 

IN (RH) the Directors of IDAI and BrA, and high officials of 

the Department of Agriculture DARNDR). According to these CMil 

officials, no specific plans exist for creation of tly, tI)T in t­

near future. Further, the consensus of these officials is that, 

when and if establish-d, the IDB wculd be a secory]-levcl uThrell 

organization through which k interrational donors and finaicial 

institutions can channel furnIs for prodirtive, fixizmcial (e.g. 

- agricultural or irdustri.al cre.it) projLct. Lt. wrutld 

most likely not unertake lending operaLion directly iI1. 

It would srve to rationalize extLernal resouce flows to the pro 

ductive sector, but wouild not change significantly the organiza­

tion, Ynaegnent, mardate, or autonomy of exist , j public de­

veldwent finance institutions. Furtheirmore, DARNDR sources 

insist that the P:bpartment of Agriculture will continue to have 

UNCIASSIF tEL) 
Claxr. ifirf t ,, 

OPTIONAL FOI 1,IA 
irfrimIUrfv t ., 4 I)A 

50183-201 
dtf',1 io IT ,t" 
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an WicU1tral EmdL credit fuwnton through thu Wlis. 'T110 

banking laws mentioned in the PID will affect principally th 

ocmmcial baru.ing sector, not development banks like BCA. 

3. On the basis of this inftcmaton, USA]D believes tJlat the 

isu in rot sufficiently merious to foreclose procedi nv with 

projeetftmelpment at this tire. Wb intend to address the NDB 

qdltift'I comletely ). ible in the PP, as was irdicated 

in the PID. USAID is also *4lling to cable AID/W results of 

cur final analysis prior to PP authorization. lkwevcx, we would 

appreiate an unanbigucus approval of the PID m so we can 

proceed with project design as close]y a ,, Ix)ssible to the m 

schedule described in the PMD. 

4. Points raised by Bureau in paras. 3 through 5 refrel are 

well-taken. Questims raised will be thoroughly exam.icld in 

Minsiot".',O,-Pet,,ive revia and specifically addressed ii PP. 

L e , v,' . _, 
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A10 10a (,-7j PROJECT DESIGN SUMMARY Life ofIPaoe 
;.COGICAL FRAMEWORK Annex B FromFY 81 to FY 84 

ProjectTitle&Number: Strengthening Rural Credit Services 521-0121 

NARRATIVE SUMMARY 

Program or Sector Goal: 
 The broader objective to 
which this project contributes: 

Increase the standard of living of the 
Rural Haitian poor through increased 
food production and strengthened rural 
institutions. 

Project Purpose: 

1. To strengthen the capability of the 

Bakto provide credit and related 

banking services to rural Haiti 


OuranztinBC 	 /en 
1.Reorganization of the BCA Central/

T Rbgional/Local/SAC system.,
2. Improved operations systems. 

3. Better trained staff & Upgraded 
staff levels. 


4. Upgraded and expanded physical infra-
structure. 

5. Expanded Agricultural Credit 

6, New Banking services 


7. Financial viability 

8. Financial FIarket Assessment 

OBJECTIVELY VERIFIABLE INDICATORS 

Meisures of Goal Achievement: 

1. Increased consumption (food,con-

summer 
 durables and non-durables)and 

services. 

2. Increased Savings. 


3. Increased private investment 

(e.g. education)
 

Conditions that w,Il indicate purpose has been 

ac hie ved: End of proje ct sta t u .Alm 

1. Increased portfolio and annual 

loan volume. 
2. Increased number of clients. 
3. Increased recovery rate on lendin 
4. Decreased relative operating defi­
cit. Approximately 132 to 6%. 
5. Defined ru-al-credit policy.
 

mwso:umv 

I. 

page 1 

MEANS OF VERIFICATION 

1. Household consumption survey of 
participants and non-participants. 

2. Case studies combined with analyris 

of secondary data. 


1. BCA records 


2. GOB 5 year plan 81-86 
3. USAID/CDSS 

"Revised org-anLizational structure 1. Review Legislation and orgemozatipaplan. chart.
2. ADP for accounting and record 2. Audit records and review of BCA 
keeping, Radio nets for cmmnica-
 operating directives.
 
tions and a new planning and budget­
ing system.
3. Increased staff numbers and bette1 3. Field level observations and review 
performance. 


4. Fully equipped offices 43 local 
11 regional, and 1 central. 

5. Thirty percent real annual 
growth rate. 
6. Savings, credit lines, and 
con-

sumption credit 

7. Fully subsidized deficit 

8. 5 or more studies on rural credit 

needs.
 

personnel records.
 

4. Field level observation and review 
of inventory records. 

5. Accounts & Records 

6. Review BCA policy directives and 
portfolio. 
7. Accounts & Financial Statements
 
8. Review completed study reports. 

Total U.S. Funding $2.4n0.000 
Date Prepared: 51271R1 

IMPORTANT ASSUMPTIONS 

Assumptions for achieving goal targs: 

1. 	 Financially sound productive op­
ortunities leading to increased per 
sapits output. 

!. Constant relative prices (product­
ye consumer)
 
.Np-mop-productive
 

Assumptions for achieving Pupose
t o o I : ~~ g p l p l 

1. BCA will continue aa an autonomous
 
rural credit entity of the GCOB.
 
Z. Gradual increase in interest rates 
ossler fee. 

DdmAqgnpftw edlievb ouliom 

For no. 4. output it is asstmed 
that .construction contractor/contractors cam perfpr in alloted 
period. 



LOGICAL FRAMEWVORK AnxBFromnFY_8 yFY L.page 2 Total U.S. FundinV_ 4O54WPoject Title& Number: StZrxnthen Rural Credit Services 521-0121 Date Pr.1mored: :5/7 
NARRATIVE SUM6MARY OBJECTIVELY VERIFIABLE INDICATORS MEANS OF VERIFICATION IMPORTANT ASSUMPTIONS

Inputs Implementation Target (Type & 
 Assumptions for providing Inputs
Quantity1. Advisory assistance 1. 24 pm of long-term and 30 pm 1, Audit contractor records2. Training assistance 
 2. 3 Academic US, 10 non-academic 2. Review PIO/Ps and PIO/T8,
US 100 non-academic local.
3. Commodities 
 3, Equipment for local offices 
 3, Review procurement data and

$75,000, equipment for regional invoices.
 
offices $178,000, equipment for
 
central cffice $49,000, ADP systems

$20,000 and Radio networks
 
$128,000.
 

4. Construction 
 4. Local construction contracts and 
 4. Review"contracts
 
engineering oversight.
 

5. Capital 
 5. 10,000,000 gdes for ordinary 
 5. Audit records and financial 
 5. and 6. it is assumed that
lending. 
 statements. 
 PL-480 resources wifl be made 
available.
 

6. GOH Budget for equipment, supplies 
 6. 12,500,000 gdes in admuinistrative 
 6. Financial statements 
costn auxing LOP (82-84) 

7. Contracts for studies 7. Several at 50,000 7. Review contracts 
8. Evaluation 8. $30,000 ­ 5 p.m. 8 Interviews and review aU1 records. 
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WORKING BIBLIOGRAPHY FOR THE 

STRENGTHENING RURAL CREDIT SERVICES PFDJECT 

521-0121 

1. Aesdiliman, Chet, "BCA Viability Study" Washington: CUNA/Glcbal
Projects 1976. 

2. 	 Avram, Percy. "Proposal for a Rural cooperative Credit System for

Haiti" Washington, CUNA, Nov. 1973.
 

3. Bauman, Harold. "Pural Credit Analysis: USAID/Haiti agricultural
Sector'Assessment" miteographc. 1978. 

4. 	 Credit Union National Associations inc. "Proposal on a Strategy for

Achieving Associations 
Locales des Soci~t~s Agricoles de Cr&dit",
Port-au-Prince: November 1977. 

5. CUNA. "Proposed on a strategy for achieving Associations Locales desSociet~s Agricoles de Credit (ALSAC) within the framework of the
Small Farmer Improvement Project to BCA", Port-au-Prince: 
November 1977, 23 pages 

6. CUNA, "A Practical Planning Workbood for the Bureau de CreditAgricole", 1977, 23 pages (French version available). 

7. CUNA, "Assessment Report on the Haiti Small Coffee Farmer Project andthe Bureau de Credit Agrioole", Nov. 15, 1976, 193 pages. 

8. CUNA, "Developmnt Assistance: The CUNA perspective" Port-au-Prince, 
September 1979. 

9. CJNA/Glcbal Projec ts Office, "Report to the Management of the Bureaude Cr6dit Agricole on Institutional Performance", Washington:
CUNA, 	 April 1979 

10. DAWNDR. Bureau de Crddit Agricole , Rapport d'Activit~s. Port-au-Prince
Presses Nationales d'Haiti. 1977 

11. Delatour, Leslie. "Draft of report on Haitian Financial Institutions" 1978. 
12. Derstine, Paul. "Completion of Service Report" mimeograph, 1973. 

13. Derstine Paul. "The status of the BCA process for grouping the
Scit6 Agricole de Credit Model", Washington, D.C. Aug. 10, 1979. 
8 pages. 

14. Food and Agricultural Organization and Inter-Anerican Development Bank.
Report No. 2176 Haiti w Extract "Agricultural Credit in Haiti"
 
October 1976.
 

15. Gonzalez-Vega, Claudio. "Towards A National Rural Strategy",

Port-au-Prince: USAID, mimeo Jan. 1979.
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16. Government of Haiti. Bureau Cr&-it Agricole - Organic Law. Moniteur 

No. IDS, November 18, 1963. English translation (2 copies) 

17. GOH, Bureau de Cr6dit Agricole "Petit Bulletin du BCA, Fevrier 1979. 

18. 	 G)H. Bureau de Cr6dit Agricole. ".4moire sur la Situation du BCA.
 
Ao~t 1973.
 

19. 	 GOH. Bureau de Cr6dit Agricole. Rapport Annuel 1964 et 1965. 1967 
(2 copies) 

20. 00H. Bureau de Credit Agricole. Rapport d'Activitcs 1968 - 1976.
 

21. Inter-American Developmnt Bank. Project Report "Haiti - Industrial and
 
Agricultural Development Projeam (IDAI)". HA -0020. PR-815-A. 23 August
 
1977. 79 pages plus appendices.
 

22. 	Mouton, Georges. Credit Agricole et Cooperation en Haiti. Report
 
No. FAO/HAI/12. Port-au-Prince: United Nations, 1960.
 

23. 	 Pereira, Constantino et al. "Rapport d'Evaluation sur le Project
 
HAI/71/002 - Organisation et formation des cooperatives".
 
Port-au-Prince: ILO and Conseil National de la Cooperation. Oct. 1977.
 

24. 	Scott, Marc. "Correspondence to Paul Hebert of CUNA". June 1978.
 
27 pages.
 

25. 	 Scott, Mar. Memo to USAID/H. "Bauman Report on Rural Credit in Haiti" 
F bruary 15, 1978. 

26. 	 Scott, Marc. "Preliminary Observations/Recamendations on the Personnel 
Management of the Bureau of Agricultural Credit of DARNDR, Haiti" 
Port-au-Prince, CUNA Sept. 1977. 

27.. Scott, Marc. "Bauman Report on Rural Credit in Jaiti". (CENA response
 
to Bauman report attached to subject report).
 

28. 	U..S AID. Completion Report "Project No. 521-14-018 Rural Credit".
 
November 30, 1962.
 

29. 	 U.S. AID Dossier de l'aide en capitaux. Propositions et recomndations 
soumises c 1'analyse du comit6 de pr~ts pour le d~veloppement. -
Haiti - ATelioration des Petites Plantations. AID/DLC/P-2029. 
21 Kci 1974. 136 pages (french version of Small Farmer Development 
Project Paper). 

30. USID "Rural Sector Assessment of the Republic of Haiti". Port-au-Prince,
 
March 1974. 86 pages. (Agricultural Credit p. 46-49)
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31. U.S. Operations mission to Haiti. Report of Examination 
"Artibonite Valley Agro-Industrial Project for period ending 
July 31, 1961". Report No. 21-39. August 28, 1961. 10 pages. 

32. 	 U.S. Operations Mission to Haiti. Report of exainaticn. 
"Integrated Program of Pot&lCol6 - Cap-Haitien January 31, 1960 -
Mard 31, 1961" - Report No. 21-27. June 30, 1961. 91 pages. 

33. 	 Wafta in Develpment. Inc. "Credit Project for Ccm~rnity Wacen's 
Associations in the Regions of Grand Goave and La Gon~ve. 
Haiti". An Operational Program Grant Submitted to USAID, 1977. 

34. 	 Zuvekas, Clarence "Agricultural Development in Haiti" 
Washington:USAID May 1978 pp 220-223. 
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Chronological List of CWA Documents 

1975 

1. 3/75 	 Plan of Work by Paul Derstine 
2. 	 8/75 A Practical Planning Worklook for the BCA by
 

James Jannick
 

1976 

3. 12/76 	 Cbjectif du Plan de Travail par H. Snyder 
4. 12/76 	 Essai du Plan de Travail a Raliser par H. Snyder 

1977 

5. 1/77 	 Budget F-inancier pour 1977 par H. Snyder 
6. 3/77 	 Control of PPC Project Funds by CONADEP 
7. 4/77 	 Rapport bensuel pour 1'Encaissement par H. Snyder 
8. 	 4/77 Faibles Taux d'Int6rets et Programnes de Cr~lit de
 

Production pour Petits Fermiers by Chris Baker
 
9. 4/77 	 Tableau des Ccrptes pour le BCA par H. Snyder 

10. 4/77 	 Recommnded Journal Entries by H. Snyder 
11. 	 5/77 R6vision des Rapports de Reirboursements du PPC 

par H. Snyder 
12. 5/77 	 Transfer of Funds Required to PPC Bank Accounts by 

H. Snyder 
13. 6/77 	 Workplan Objectives 
14. 6/77 	 Multiplicity of Bank Accounts fram M. Snyder 
15. 6/77 	 Workplan Objectives for CUNV/H Consultants 
16. 6/77 	 Status Report 
17. 8/77 	 Activit(s Traditionnelles des Prets pour 1977 
18. 	 8/77 An Analysis of the Results of the Financial Operations 

of the B.C.A. 
19. 8/77 	 'Ihe Role of Savings in an Agriculture Credit Program 
20. 8/77 	 Program du Cours de Cr6dit Agricole 
21. 8/77 	 Note sur le Rapport d'Evaluation du PPC par le 

DAI 
22. 9/77 	 Corpte-Rendu des Reunions ...... 
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23. 9/77 	 Estimated Budget 
24. 9/77 	 Ccrpte-Rendu de la l18rre Session 
25. 	 9/77 Preliminary Cbservations/Reccmrendations by 

Marc Scott 
26. 	 9/77 Circulaire des Re boursements de Pr~ts des Pro­

cdures de Rapport 
27. 9/77 	 Budget Requests 
28. 10/77 	 Etat du Bureau Rgional de Jacmel 
29. 10/77 	 Annuel Report on BCA Accomplishments 
30. 11/77 	 Proposal on a Strategy for Achieving AISTC ..... 
31. 11/77 	 General Status Report 

1978
 

32. 1/78 	 Letter to Henry Cruz 
33. 1/78 	 Int~rets sur les D~pts A Tere 
34. 1/78 	 Notes sur les Intrts Aocord~s aux Dp6ts A Terme 
35. 1/78 	 Letter from M. Scott to R. Conte 
36. 1/78 	 Function of the Service Financier of the BCA 
37. 2/78 	 Rapport de M. Jean Lafontant 
38. 2/78 	 Taches Prioritaires dans le Cadre du PDAI 
39. 	 2/78 Agr6nent des Nouvelles Soci6t~s Agricoles de 

Cr6dit 
40. 2/78 	 Nouvelles Orientations de l'Action de I'IDAI 
41. 2/78 	 Rapport Special de C~pha C6lestin 
42. 2/78 	 General Status Peport 
43. 3/78 	 General Status Report 
44. 3/78 	 Letter to R. Conte from M. Scott 
45. 3/78 	 Letter to R. Conte fran M. Scott 
46. 4/78 	 Informations Requises Avant Tout D6boursement 
47. 4/78 	 A Brief Description of the B.C.A.
 
48. 4/78 	 General Status Report
 
49. 5/78 	 Rapport vensuel du CUNA/H au BCA 
50. 5/78 	 Lettre de M. Scott 2 R. Conte
 
51. 5/78 	 Lettre de M. Scott a M. Conte
 
52. 5/78 	 CUNA/H Monthly Report to the BCA
 
53. 5/78 	 Estimated First Year Budget
 
54. 5/78 	 Letter to L. Morales 
55. 5/78 	 BCA - Project PPC - Etats Financiers 
56. 6/78 	 Letter to Paul Hebert fran Marc Scott 
57. 6/78 	 Letter fron H. Snyder to R. Conte 
58. 7/78 	 Letter frm M. Scott to P. Hebert
 
59. 7/78 	 Rapport d'Inspection dans le Nord 
60. 7/78 	 Analyse Somnaire du BCA - Oprations Financiares 

pour 1977
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61. 7/78 Letter to L. Morales
 
62. 8/78 Budget Summary
 
63. 9/78 Budget Summary
 
64. 9/78 Bref Rfstm du Portefeuille de Pr~t BCA
 
65. 10/78 Budget St'rnary 
66. 10/78 Letter from M. Scott to R. Conte
 
67. 	11/78 Prcposition pour un Syst~me de Ccptabilit6
 

R~gionale par M. Karl HonorS.
 
68. 11/78 Letter from R. Conte to 14. Scott
 
69. 	 11/78 Letter to R. Conte from M. Scott Concerning
 

Incentives
 
70. 12/78 Budget Summary
 
71. 12/78 Lettre du Ministre Berrouet 

1979
 

72. 1/79 Circulaire du BCA: Prim d'Efficience
 
73. 	 1/79 Preliminary Note on the Development of a 

Strategy .... 
74. 1/79 Plan de Travail pour l'Ann~e 1979
 
75. 2/79 Letter from M. Scott to Karl Honorg
 
76. 3/79 Letter to Paul Derstine
 
77. 3/79 Projet de Renforcement Institutionnel du BCA 
78. 	 4/79 Report to the Management of the BCA on
 

Institutional Performance
 
79. 4/79 Application des Recamiandations du "Rapport du
 

80. 5/79 Letter frcm M. Scott to R. Conte
 
81. 5/79 Budget Summary 
82. 6/79 Letter from M. Scott to R. Ccnte
 
83. 6/79 Summary Status Report
 
84. 7/79 Letter from M. Scott to J. Becker
 
85. 7/79 Communication de M. Conte a 1'Hotel Christopher
 
86. 7/79 Note sur le Syst~m d'Eregistrenent Comptable .... 
87. 7/79 Application of the Recomandations ....
 
88. 	 8/79 The Status of the B.C.A. Process for Grouping
 

by Paul Derstine
 
89. 	 9/79 Actions du BCA Suite aux Reccmmandations du
 

CNA
 
90. 9/79 Letter from M. Scott to AID
 
91. 9/79 Itter from M. Scott to R. Conte 
92. 10/79 General Status Report

93. 10/79 Lettre de M. Conte A M. Scott
 
94. 10/79 Note on the Regional Office Organigram
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95. 11/79 Letter frm M. Sott to AID 
96. 11/79 Letter to L. Morales from M. Scott 
97. 	 11/79 Letter concerning the Up-Date to the Annual
 

Statistical Report on BCA/PPC Accomplishments

98. 11/79 Rapport de la Rgunion de Ouanga Bay 
99. 11/79 Letter to L. Mbrales 

1980 

100. 8/80 	 Final Report - Haiti Small Coffee Farner Project
101. 	 12/80 Rapport Adress6 & la Direction du BCA sur 

1'Execution Du Syst~me Conptable D~centralisd 
et Sur Le Contr6le Interne par John Bilderbeck 

1981 

102. 	 3/81 Proposed Capitalization and Revenue Strategy 
by Chet Aeschliman 

No date 

103. 	 Outline of Proposed SAC Study
104. 	 The Cooperative Banking Society: A Proposed 

Alternative to the SAC Group Lending Approach
105. 	 Trip Reports Derstine 3/77 - 6/78
106. 	 Trip Reports Snyder 2/77 - 7/78
107. 	 Trip Reports Scott 9/77 - 2/80 
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APPENDIX TO JIN GVDAY'S REPORT 

The CA Savings Program: Suggestions for Technical Assistance am] the 

Creation of an Incentive Structure 

The major protion of the technical assistance would be supplied near 

the beginning of the project. Two mini-seminars would be corrlucted in 

June and/or July, 1981, for which two instructors would be needed, each 

for a period of two weeks. theOne of instructors should have expertize
 

in savings mobilization, the other in project design.
 

The first seminar wmild provide a theoretical foundation in the role 

of savings and financial intermediation in development, plus an introduction 

to the theory and practice of project design. The second seminar, which
 

should take place within about 
one month of the first, would be a work­

shop in which the participants design a 
pilot savings mobilization project
 

for the ECA. The project Cesign would 
 include an overall framrrrvxrk for
 

the savings program, as well as a plan for the 
first savinqs carpaign. 

Technical Assistance for the Lal-ince of the prrJr,-r will require an 

advisor with expertize in savings mobilization and project evaluation. 

The first campaign would begin in te secmnd qaLrter of 17Y82. One 

technical advisor should be available durin the firrt two meeks of the 

caipaign. 

fter the caupletion of the twofirst campaign, technical advisors 

would be needed for a period of t;o weeks each in FY82-3 to complete an 

evaluation of the first cantiign. 
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Cne technical advisor would be rxxxied] for a two w el: period for the 

Opening of the second savings campaign during the fourth quarter of FY82. 

During the first quarter of FY83 to rd,',is!ors uould be needed for two 

weeks each to conduct a program evaluation with recormendations for the 

possible expansion of the savings program to include the remaining BCA 

offices.
 

If the project is scheduleon at this point, and aone hialf years 

would remain for expansion to other otfices. By now there should be a 

n'mber of BCA staff members with considerable exrertize in the mobilization 

of savings. The need for technical assistance should be of a more 

specific nature. Four person weeks of technical assistance should be 

budgeted for specific problem areas durinq tlye balance of the program. 

The design of the incentive structure, which should include a grant 

of matching furKIs, should be done in consultation with a technical advisor 

with expertize in savings mobilization. 

In thinking about savings mobilization it is helpful to distinguish 

between the savings program and savings camrxiiqns. The nroqram is the 

on-going institutional. frame ,ork within which the individual campaiqns 

miws operate. 

The savings program provides answers to questions of a policy nature, 

such as what types of savings instrunents to offer, what rates of interest 

to pay, how nch oi the general operatinJ budIget to allocate to the savings 

department, and so forth. Unfortunately, at present tere is a very 

slender informational basis on which to qerate. Wk? do not know, for 
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example, what types of savings instrut.tnts would be most attractive to 

BCA's rural clients. Most likely large numbers of small savers would be 

adequately served by pass book accounts paying only a token rate of interest, 

provided they had ready access to their savings. Larger savers would 

probably be interested in time deposits iayincj a significant return. 

ECA should be prepared to pay whatever is necessary to support a solid 

savings program, but it should not incur Lmnecessary expenses. It might 

not be necessary, for example, to pay interest on small pass book accounts 

if what these savers are really interested in is security aid accessibility. 

It may be necessary, on the other hand, to offer a substantial return to 

attract larger time deposits. 

A rule of thumL that seems applicable to savings behavior in LICs is 

that about 90% of the savings will Le cnerated in 102 of the accounts, 

with about 10% of the savings distributed among the remaining 90% of the 

small accounts. 

As part of its savings program the I.CA may wish to build on its 

experience with SACs, encouraging the formation of savings societies. 

These societies might be established wiLh specific savirs gqals, such as 

the creation of a fund to cover burial, io"dding, travel or rlllational 

expenses. 

Each office participating in the progrzam should Ivive a person whose 

main responsibility is the mobilization of savings. The office itself,
 

however, should be set up so that one person could operate both the savings 

windwand the loan department, freeing the other person for the important 

work to be done away frm the office, such as maintaining contact with 

the SAC's, mobilizing savings and collecting loans. 



Annex E 

page 4 

Dguipnent and Construction Needs 

Sane minor changes would be necKIe in most offices to adapt than to 

a savings progren. The physical set up of each office should testify 

to the dual aspects of financial intermediation, savings and credit. 

There should be a savings department visil ly distinct fran the loan 

department, with the accounting and collection departmnent sliqhtly in 

the background. 

The constriction needs to make these changes are minimal. The savings 

department need have little more than a counter with a lockable cash 

drawer and some storage space for records arnd supplies. The loan depart­

ment might need little more than a desk and a file, wfile the accounting/ 

collection department could be located in a second desk. 

Each office in a rural area should prdxahly have a reliable trail bike 

for use in savings mobilization and loan collection. A typcn.iter might be 

useful in the preparation of certificates of deposits and other documents. 

Sane portable public address systmn might 1-e useful in campaigns, altough 

the present writer has a strong personal dislike of sound Lrucks. 

An argument ccui prd)aly be rmade for tir neel ,r a Ixail biY.e in 

any case. The need for additional equivznent, such as PA systrns and 

typewriters, should be studied closely, witi the understanding that they 

may have very high opportunity costs, given the limitx budget on which 

the program must operate. Our savings mobilization project must he 

cost-effective if it is to be a meanityffui part of the overall institu­

tional strengthening project. The most cost-effective use of funds will 
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undoubtedly be in the construction of an inxntive systam for [CA amployees 

that is, money set aside to rewerd outstandinq performante in savings 

modilization. 

Since one of the most important prolucts to came out of a pilot project 

is knowledge that will permit the successful implementation of a larger 

cne, the pilot project should be designed with the goal of maxinum infor­

mation generation. With this in mind, strong arginmnta can be made for
 

the inclusion of more than one office or more than one region in the
 

initial effort. In the Peru savings mobilization project the two BAICO 

offices initially included produced vastly different results. If only 

one of these offices hald been included, the information generated and 

the assessment of future prospects for savings mobilization would have 

been vastly different, depending on which of the two offices had been 

chosen. Even with two offices included there was concern that the exciting 

results produced in one area were dep.endent on special local conditions 

that would not be present in the rest of the system. For this reason, 

the pilot project in Haiti should include at le&st three FW1 offices, 

possibly four, instead of the one or two anticipatod in the PID. There 

arf significant economies of scale to be realized in including a few 

more offices; the additional information produced should be well wrth 

its marginal cost. 

If four offices were included in the project, specific equipanL 

needs would probably include four trail and four counters to make up the 

savings departments, possibly four typewritexr ,and one or PAtwo 

,'te s that could be rotated among offices. A certain amount should 

be budgeted for supplies "ndprises for use in the campaigns, but with 
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an ever watchful eye to costs. The design of the overall savings program, 

and the incentive structure far the BCP. aopl lces are the key elements. 

The actual campaigns should be low-cost. 
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ADVISORY ASSISTANCE EXPENDITU1E SCRFUJLE 

(US $000) 

TYPE 	OF ADVISOR AND
 

SEQLENCE BY YEAR AND TOTAL 	 FY 82 FY 83 FY 84 LOP 

LONG 	 TERM TECHNICAL ASSISTANCE 

1. 	 Credit System Manager 145 163 308 
12-12-0-24 

SHORT TERI TECHNICAL ASSISTANCE 

1. 	 Accounting and Internal 
Auditing 4- 4- 4- 12 39 43 47 129 

2. Personnel Mgmt. 1- 1- 1- 3 10 	 11 12 33 
3. System Analyst 1 - 1 - 1 - 3 	 11 12 33 
4. Organization Dev. 2 - 1 - 0 - 3 ik 	 11 - 30 
5. Savings Mobilization 3 - 2 - 1 - 6 30 	 22 12 64 
6. Other 1- 1- 1- 3 	 10 11 12 33 

TOTAL SHORT TERM 12- 10 - 8- 30 118 109 95 322
 

TOTAL ADVISORY ASSISTANCE 	 263 272 95 630 

NOTE: 	 All short term advisory assistance average $10,715/mrn-h during LOP and 
the long term advisor costs $12,833/month during the LOP. Cost estimates 
reflect a 10% annual inflation rate and are rounded to the nearest thousand. 
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Training Assistance Epniture Schedule 
(US $000) 

Type of Training (No. of Trainees) 

U.S. Academic I/ 

1. Business Mgt (1- MS) Jan 82 - June 83 
2. Finance (1-MS) Jan 83 - June 84 
3. Agric. Credit (1-MS) Jan 82- June 83 


TOTAL 


U.S. Non-Academic 2/ 

1. Small Farmer Credit Policy 140-9 (3) 

2. Agricultural Project Planning 

for Inplementation 140-15 (1) 

3. Agricultural Capital Projects
 

Analysis 140-2 (1) 

4. 	Contract Administration in
 

Rural Development 140-30 (1) 

5. Agricultural Communication and
 

Media Strategies 110-3 (1) 

6. Agricultural Trainer Development
 

110-15 (1) 

TOTAL 


In Country Non-Academic Y 

1. Small Farmer Credit Distribution 
and Administration Course (90) 


2. Business Skills and English Refresher Course 

3. Savings Workshops 


703-9L 

TTAL 

FY 82 FY 83 FY 84 LOP 

13.5 14.9 0 28.4 
0 14.9 16.3 31.2 

13.5 14.9 0 28.4 
27.0 44.7 1 88.0 

5.9 3.1 0 9.0 

3.4 0 0 3.4
 

0 5.3 0 5.3
 

3.3 0 0 3.3
 

4.0 0 0 4.0
 

5.0 0 0 5.0
 
21.6 8.4 0 30.0 

30.0 33.0 36.3 99.3
 
4.0 3.0 3,0 10.0
 
5.0 - - 5.0 

70 6. 6 39.3 I7 

87.6 89.1 55.6 232.3 

i/ Base cost of Academic Training at $1500/month for FY 82 with a 10% annual inflation 
factor thereafter. 

2/ Base cost of U.S. Non Academic Training at actual course costs in FY 81 with a 
10% annual inflation adjustment thereafter. 

3 Base cost of CreJit Course at $1000/student month in FY 82 with a 10% annual 
inflation factor thereafter. 
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(L $000) 

Category of Cnmodities and FY 82 FY 83 FY 84 LOP 
Sequence of Equipping Offices 
Year and Total 

Equipping Local Offices 40.2 34.4 - 74.6 
30 - 13 - 0 - 43 

Equipping Regional Offices 
11- 0 - 0- 11 178.2 - - 178.2 

Equipping Central Office 
A. Radio Network 128.0 - - 128.0 
B. Equipment 5.0 - - 5.0 
C. Vehicles (4 wheel drive) 27.6 - - 27.6 
D. Vehicles (sedans) 16.8 - - 16.8 
E. ADP System - - 20.0 20.0 

TOTAL 395.8 34.4 20.0 450.2 

Sequencing and Cost Assunmtions of Equipping Offices 

A. Local Office
 

All 25 current (FY 81) local offices will be equipped in FY 82. However the 
total costs will be reduced by 50% because of current invntories of equipmfent. 5 new 
local offices will be equipped at full cost in FY 82, 6 in FY 83 and 7 in FY 84 for an 
increase of 18 during the LOP, a 13% inflation factor is utilized in the cost coputa­
tions since the procurennt of the required ocuraodities (local and regional) will 
take place during FY 82 and FY 83, in preparation of the planned openings in FY 82, 83 
and 84. 

Existing
 
Procurement FY 82 25 Offices x (50%) 2,300 = 28,750
 

#1
 

(FY 82) 
5 Offices x 2,300 = 11,500 

(FY 83)
 
Procumrennt FY 83 6 Offices x 2,645 = 15,870
 

# 2 (FY 84) 

7 Offices x 2,645 = 18,515 

43 74,635
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Sequencing and Cost Assumptions of Equipping Offices (continued) 

B. Regional Office
 

All 11 current (FY 81)
the 

regional offices will be equipped in FY 82. Howevercosts for equipment and supplies (not vehicles) will be reduced by 50% becauseof current inventories of equipment. Vehicles costs are based on proforma estimateswith 20% of total vehicle costs for options and freight. 

Procurement 

#1 
FY 82 11 offices x (50%) $4,800 - 26,400 

11 offices x $13 ,800/vehicle - 151,800 

178,200
 

Procurement of conmodities will take place in two phases, procurement #1scheduled to begin in 4th quarter FY 81 and be finalized with the receipt ofall commodities by 3rd quarter FY 82. Procurement # 1 will include the equipmentand supplies as well as the vehicles for 30 local and 11 regional offices.curement of Radio Communication Equipment will depend 
Pro­

on the recommendations ofthe radio conmunication expert and procurement of this equipment should take place 
no latter than 2nd quarter FY 82. 

The equipment and supplies for the remaining 15 proposed offices (6 in FY 83,7 in FY 84) will be procured during the 2nd major procurement phase. Procurent #2is scheduled to begin in 4th quarter FY 82 or 1st quarter FY 83. This 2nd procurementphase is scheduled to follow the FY 82 assessment that is planned for 4th quarterFY 82. This 2nd procurement phase will be designed according to the assessmentsmade and any changes necessary in the scheduled office expansion for FY 83 and FY 84. 
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BASE YEAR
 

(US $) 

VOM CFFICE PER 	UNIT TOTAL 

1. 	 Typewriter(1) 300 300 

2. 	 Hand calculator w/printer(2) 100 200 

3. 	 Furniture (desks, tables dairs, 

benches, file cabinets etc.) (I) 1,000 1,000 

4. Safe(l) 	 300 300 

5. 	 Horses or mles(2) (I) 200 400 

6. Miscellaneous 100 

2,300
 

REGICNAL OFFICE 

1. 	 Typewriter(2) 300 600 

2. Hand calculator w/printer (3) 100 	 300 

3. 	 Furniture and Equipmnt (IC) 1,200 1,200 

4. 	Safe or vault 1,000 
 1,000
 

5. 	4 wheel driv vehicle(l) 11,500 11,500
 

6. 	20% vehicle ost/options freight 2,300
 

7. Miscellaneous 
 1,700
 

$18,600
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CENTRAL OFFICE 

1. Radio corunication network 

2. Equipment and supplies (50% IC) 

3. 4 wheel drive vehicles (2) 

4. Sedan (2) 

5. 20% vehicle costs,'options/freight 

6. ADP System 

128,000 

5,000 

11,500 

7,000 

7,400 

20,000 

J28,000 

5,000 

23,000 

14,000 

7,400 

.20,000 

197,400 

Radio network includes 1 central/regional net and 11 regional/local nets. The 

estimated costs are based on the following: 11 radio units at $4,000/unit, 11 
battery systems at $2,000/unit, 11 antennas at $500/unit and 45 mobil units at 
$1,000/unit, along with an additional 10% (011,500) for miscellaneoLL-%costs 

involved in the irn tallation. 
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PPT FORM
 

Counftji: P'wtv N;Haiti 	 lkwject Titte:Vae521 0121 Strngthning Thxural Financial Services 3,8 / / ReuZin Ap~

'P7 VESCRIPTIO,
 

1.Request SER/CCrlPO/C 's 
assistance in preparation of 10-through cooperating Country P.p 	 LOcal Procurmntamlietedprocedures, scheduled for 	August 1981. 11. rrcCommcdities 	 ereceived are collated and2. 	 Finalize comodity lists with BCA (including transported to regional and local offices.specifications on vehicles).


assistance of SEPb/Cbm.
3- PepartionOf CA/UAID
PO/C' by 
 ith 	 IE: Procurmnt schedule may be extendiedinto CY 83 for additional commodities
requested during IOP 

4. 	 Submission of PIO/C's to AID/W forinple~M~tation. 

5. AID/W PIO/C issuance to procurg~,t agent withLetter of Camnitment. 

6. 	 Awards made on bids and notification toUSAD/Haiti and BCA by agent. 

7. 	 BcA begins local procurnt based onUSAID approved commodity lists. 
8. 	 CCOmdities procured and prepared for

shipment to P-A-P. 

9. 	 Commodities received P-A-P.
A. 	 Vehicles received if locally procured 

B. 	 Vehicles received if procured throughagent. 


o o 

4 
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(US $000) 

CIONTPTN OF ICAL C ESIC
SE=JZS BY YEAR AND TIMYAL 

LOCA OFFICES PY 82 F! 83 u 

8 - 10 =18 .298.0 428.2 726.2
 

10% Contingency on cost
 
of construction 27.0 38.8 65.8
 

TM 325.0 467.0 792.0 

NOTE: 

Local office includes office of 40 sq. niters and living quarters of 64 sq. meters 

for a total area of 104 sq. mneters. Qlonstruction is coment floor, musnry wall, irn 

bar windows, and cenent roof for possible second floor expansion. Base year cost 

estimate for construction of one unit is $29,366, cniputed on the basis of construction 

materials required and a 1.25 factor cost au parison for localities outside Port-au-

Prince. A 15 percent inflation factor is used in suiequent years and estimates are 

rounded to the nearest hundred. An additional 10 percent contingency factor is used 

to guard against any dramatic dhages in the rate of inflation and the 1.25 factor which 

would change with danges in site location. 
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SUMMMR OF CMEc MUTRKUncI 

(ACcOMMG IV BC PRICITIES) 

REGIONAL 	 ICAL BLDG 82 83 

JACH 	 1) La Vall~e L X
 
2) Cayes-Jaaral L X
 
3) Marbial L X
 

FUN DES NEGRES 	 4) Paillant L X
 
5) P-Laisance du Sud
 

(C) 	 L X 

CNAIVES 	 6) MarN lade L X 
7) Dessalines A X 
8) Ennery A X 

HIMME 	 9) Maissade L X 

JEREME 	 10) Anse d'Hainault L X 
U) Beaumnt (OC) L X 
12) Lon L X 

CAP HAITIEZ 	 13) Bahon L X 
14) Plaisaam L X 
15) Donrc L X 

ST MAWC 	 16) Verrettes L X 

POIZT DE PAIX 	 17) Anse-h-Foleur L X 
18) St Louis du Nord L X 

8 10 

L : eased buildLng/Office exists 
OC : Coffee Center 
A : No building/Agent exists 



aOtSTRLLrICN ESTIMTE
 

UNITARY COSTS 1981 

Construction Costs 
CFAMA (insurance) 
Overhead & Finishing work 

UNITARY COSTS 1982
 

15% Inflation 


UNITARY COST 1983 

15% Inflation 


PROPOSED OCSTRUCTION SCHEDUE AND ESTIMMED CTS 
Phase I (1982) 8 buildings 

Phase II (1983) 10 buildings 

SUB70AL 


Ccntingency (10%) 

Design 6% of 1981 costs 

Construction stpervision (10%) 


TOML Construction Cost 


$ 20,258 
213 

Q;895 

$. 29,366 

$ 33,771 

$ 38,836 

$270,168
 

388,360
 

658,528
 

65,853
 
1,762
 

65,853
 

$791,996
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PRQ= PURPOSE Construction of 18 buildings thxoughout Haiti for 

Rural brandies of the "Banque de Credit Agricole" (BCA) 

CPI DESU3IEN 

CPI DATEIERIPIM 

1 6/81 PP approved
 

2 7/81 Grant agreeent signed w/GCl
 

3 8/81 Selection of A and E Firm
 

4 9/81 Design b A and E Firm
 

5 .9/81 GOC meets initial conditions precedent
 

6 11/81 Approval of invitation for Bid Documents
 

7 10/80 Prequalification of construction Finn
 

8 11/81 Issue IFB for Lot I equipment
 

9 1/82 Evaluation by GOC of Bid proposals
 

10 1/82 Contract awards by USAID
 

11 2/82 Construction of Lot I facilities begins 

12 8/82 Lot I facilities 75% completed 

la 10/82 Lot I facilities completed 

13 5/82 Clear land titles for Lot 2 construction 

14 8/82 Issue FB for Lot 2 construction 

15 9/82 Evaluation by GCH of bid proposals 

16 10/82 Contract awards by LAID 

17 10/82 Construction of Lot 2 facilities begins 

18 4/82 Lot 2 facilities 75% ccmpleted 

.a 6/83 Lot 2 facilities ccmpleted
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IQMIuDiNA, ANALYSIS (F IA iN iRF]lIO: 1976-1980 page I of 6 

(Amounts in '000 Courdes) 

PLANATION CY 1976 CY 1977 PY 1978 FY 1979 FY 1980* 

No. Society Loans Granted 298 539 901 829 1,141 
loans Outstanding 
- Ordinary Loans 
- PFC Loans 

- Totals 

(BOY) 
996 
394 

1,390 

954 
924 

1,878 

1,182 
2,180 

,362 

2,359 
3,435 

5,794 

4,515 
3,910 

8,425 

Loans Granted During Year 
- Ordinary Loans 
- PPC Loans 

613 
682 

926 
1,544 

2,596 
1,709 

3,718 
1,185 

6,331 
638 

- Totals 1,295 2,470 4,305 4,903 6,969 

Principal Reimmursements 
during year 

- Ordinary Loans 
- P loans 

- Totals 

655 
152 

807 

698 
288 

986 

1,420 
454 

1,874 

1,562 
709 

2,271 

3,959 
818 

4,877 

Loans Outstiading (MDY) 
- Ordinary Loans 
- PC loans 

954 
924 

1,18.3 
2,180 

2,359 
3,435 

4,515 
3,910 

6,887 
3,630 

- Totals 1,878 3,363 5,794 8,425 10,51.7 

Average Portfolio 
- Ordinary Loans 
- PPC Loans 

- Totals 

975 
659 

1,634 

1,068 
1,552 

2,620 

1,771 
2,807 

4,578 

3,437 
3,673 

7,110 

5,701 
3,770 

9,471 

Interest on loans 106 128 164 182 548 

Total Administrative
Expenses 696 991 1,339 1,597 1,805 
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TPage of 62 CY.1.19 77 ,Vy 1)78 FY 1979 ' IN 1980* 

loan Turnover Ratio 
- Ordinary Loans 0,629 0,867 1,0821,466 1,333
- PPC Loans 1,034 0,995 0,608 0,323 
 0,203
 
- Totals 0,792 0,943 0,940 0,690 
 0,883
 

Ave. Effective Repayment 
Period
 
- Ordinary Loans 1,488 yrs. 1,531 yrs. 2,200 yrs.1,247 yrs. 1,200 yrs.
- PPC Loans 4,346 yrs. 5,374 yrs. 6,180 yrs. 5,178 yrs. 3,421 yrs. 
- Totals 2,026 yrs. 2,657 yrs. 2,443 yrs. 3,130 yrs. 1,618 yrs. 

Effective POR on Loans 
 6.51% 4.90% 3.58% 
 2.56% 6.94%
 

Dpenses as % of Ave.
 
Portfolio 42.6% 37.8% 29.3% 22.5% 
 22.9%**
 

* 10-month estimates 

** Increase primarily due to larje salary increases during year. 
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CO4AFATIVE PAST AND PFOjEL'h IN(Df &E)MBE STATMMi Exhibit 5 

Data on ECA Lending 
Loans Outstanding (boy)

New Loans Granted 

Less: Principal Repayments 


Estimated Bad Debts Provi­
sions 

Sub-total 


Loans Outstanding (boy) 

Average Loans Outstanding 

New Loan Capital Required 


Incorre and Expense Statement 
Revenues 

Interest on loans 
Interest on investments 

Loan processing darge 

Sales of supplies 

Miscellaneous income 


Total Earned Income 

Grants 

Total Revenues 

Expenses
 
AdMinistrative costs 
Interest on deposits 
Estimated Bad debts provi­
sions 

Total Expenses 

Gross inccae/(loss) 

without grant

Net inccme/(loss) 

Analyi 
Earned revenue as % 

of expenses 
2) Expenses as % of average 

portfolio 
3) Expenses as % of loan 

volume 
4) Interest on loans as %
 

of average portfolio 

5) Bad debts provisions as
 

% of average portfolio 


1975 - 1980
MR THE 12 MON ENDING 

(US $) 

12/31/75 12/31/76 12/31/77 

NA 27,981** 367,901 

NA 59,011 494,092 

NA 61,307** 197,275 


NA 7,785 47,833 

NA 9,092 245,108 


?27,981** 7,901 616,886 

127,981** 22,941 492,393 


- -

6,663 21,278 25,686 
- - 182 

- -
 -

- 295 237 

1,523 1,649 5,800 

8,186 23,222 31,911 


41,835 0,390 220,220 

50,021 3,612 252,131 

59,456 9,274 198,142 

- - 1,842 


- 7,785 47,833 

59,456 47,059 247,816 

51,270) 3,837) 215,906) 


9,435) 13,447) 4,315 

13.8 15.8 12.9 


21.4 45.4 50.3 


NA 56.8 50.2 

2.4 6.6 5.4 


2.1 7.7 


Page 4 of 6 

9/30/78 9/30/79 9/30/80 

616,886 ,220,861 .1,697,400
 
861,055 980,538 NA
 
374,784 454,286 NA
 

62,296 49,710 ­
257,080 503,996 NA 

1,220r861 ,697,403 2,264,840 
918,874 ,459,132 1,981,120 

-

36,768 36,349 808,182
 
2 7,738 1,751
 

4,820 7,725 14,508
 
738 1,285 1,016 

9,133 12,210 14,357
 
51,461 65,307 239,815 

260,160 303,268 542,850 
311,621 368,575 782,665 

267,871 319,443 459,707
 
3,000 3,024 ­

62,296 49,710 ­
333,166 372,176 459,707
 
(281,705) (306,869) (219,892)
 

(21,545) (3,601) 322,958 

15.4 17.5 52.2
 

36.3 2 .5 23.2
 

38.7 38.0 25.8
 

4.0 2.5 10.5
 

5.1 2.9 0.0
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OPERATING EEFICIT Page 5 of 6 

(US.$) 

ASSE24PTION: 

1) Turnover Rate Change fran :.9 to 1.392) Excess Liquidity Change fran:.41 to .15 
2/ 

Interest Rate Dossier Fee 1981 1982 1983 1984 82 -84 

9 1 587,087 713,971 835,100
790,875 2,3397946
 

9 2 587,087 674,067 733,508 
 756,865 2;164,440
 

3 587,087
9 634,164 676,140 678,630 1,988,934
 

9 4 587,087 594,261 618,772 
 600,395 1813,428
 

9 5 587,087 554,3SZ 522,180
561,404 1,637,921
 

9 9 587,087 394,744 331,933 209,220 935,897
 

10 9 587,087 290,518 196,165 39,317 526,000
 

1 587,087 665,354
11 664,715 678,539 2,008,608
 

11 2 587,087 604,660 634,464 
 644,920 1,893,044
 

1 587,087 651,415
12 628,472 633,417 1,913,304
 

Constant
 
1 Turnover 587,087 417,9979 427-,969 315,284 1,241,250-

Rate (.9)
 

Constant
 
1 Excess
9 587,087 677,503 726,696 742,710 2,146,909-


Liquidity
(-.41) 

1 Constant 587,087
9 779,323 840,629 863,821 2,483,773
 
Turnover
 
of ExcessLiquidity _/ FY 82 changes take place fran base case of 

(.9) & (.41) .9 & 1. 

http:fran:.41
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PROPOSED S7DIES 

I. Quality and Costs of BCA Services 

Three of the proposed studies are distinctly interrelated in that they
deal with the quality and costs of BCA's lending services. The studies 
will focus on: 

a) The Quality of BCA's Financial (Lending) Services; 

b) BCA's Lending Costs and 

c) Borower Loan Transaction costs. 

It is expected that BCA's institutional and ooerational efficiency will
be improved through the application of recammendations arising from the
analyses. Because of similarities of subjects and indicators on which each
study will focus, there may be a tendency toward duplication of data
generated. Measures will be taken to ensure coordination of individualstudies to avoid situations where this same data is analyzed for the same 
or similar purpose (s). 

Another study, which will inact on BCA's pilot savings mobilization 
project, will determine the amount of resources which can be mobilized by
financial institutions in rural areas. The investigation will examine
popular ideas about savings, the successes and failures of various formsof savings, net-hods of stimulating additional savings, the roles of various 
types of institutions in rural savings, and the policies and procedures

which limit and promote the ability of these institutions to mobilize
 
rural savings.
 

Finally, BCA places a high priority, on examination of the proposal to 
convert BCA into a "mixed capital" institution. Clients, through SACs andother organizations, would own shares in the BCA and participate in the
policy-making processes. The study would involve the investigation of
the administrative, financial and participatory implications of such a 
system and, possibly, production of a plan for implementation. 

The three proposed analyses relating to BCA's present operations are 
delineated below:
 

A. AStudy of the Quality_of B.C.A. 's Financial Services 
Justification for the Study 
Borrowers typically have a number of factors that enter into their

decisions to borrow and repay loans. The total costs of acquiring the loan
and the expected benefits from the use of inputs purchased with the loan 
are of course important aspects of these decisions. Borrowers are also 
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interested in the quality and quantity of the financial services theyreceive. For example, borrowers may place a high value on being able todraw loans fran the same source each year. For this reason lenders whoare viewed as transitory or unstable are less desirable as loan sourcesthan are individuals or institutions that have an aura of permanenceabout them. Borrowers may also be very sensitive to the flexibility ofthe lender, especially when it comes to repayment. Also, many bornwrsplace a high premium on maintainina an utilized credit reserve with alender that can be drawn on in case of emergency. Other factors likethe range of economic services provided by the lender, and the dignitywith which the borrower is treated can also be important factors in theborrowers' perceptions about the quality of the lender's services.
 

Objectives
 

1. To determine the range and quality of services provided borrowrsby B.C.A. how long does it take for the average borrower to negotiateand receive a loan? Wat is the incidence of tardiness in delivery of
services? 

2. To determine if B.C.A. borrowers view the Bureau as beingpermanent. Do most expect to be able to get needed loans from theBureau next year? 

3. To determine the flexibility of B.C.A.'s lending arrangements.What percentage of borrowrs are forced to take loans in kind? Are loanamounts largely rationed on the basis of so much per acre awned? Dorepayment terms correspond to the cash flow of the bor r? 

4. To ccrpare B.C.A. 's lending procedures with other formal lenders. 

5. To measire the inortance of unutilized credit reservesborrowers. Miat emergency uses are made 
to 

of these reserves? Does B.C.A.
provide these reserves?
 

6. To determine how the quality of loan services affect thewillingness of borrowers fram B.C.A. to repay their loans. How canB.C.A. increase the quality of their services? 

Coverage of Study 

This study could be done in several representative areas of Haiti.A sanple of B.C.A. borrowers plus a sanple of other rural householdswuld provide the information needed. his might include severalhundred interviews with fan,-households and possibly same non-farm 
rural firms. 
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Duraticn of the Study and Personnel Requirements 

6 months and will require 9 person-monthsThe study can be done in 
of time. 

B. A Study of B.C.A. Lending Costs 

Justification for the Study 

The long run strength of any financial institution is closely 
related to its ability to mobilize loanable funds and to extend and 
recover loans efficiently. The institution must do this and still 
maintain high quality services. Several studies have shown that opera­
tional expenses of B.C.A. are a large ratio of the value of loans 
extended by the agency. Because of sam interest rate restrictions and 
custom, B.C.A. has not been able to increase its revenues enough to 
cover a significant part of these costs. It has been forced to turn to 
the Government or international agencies for funds to cover operating 
costs.
 

It will be important for B.C.A. to work on reducing the average 
cost of extending a unit of monney. A clear understanding of these costs 
will be necessary if management is to adopt cost reducing innovations. 

Objectives 

The general cbjective of the study will be to docurnt B.C.A.'s 
current lending costs and also its costs of nbilizing loanable funds. 
The specific objectives are as follows: 

1. Determine the costs of the various sources of loanable funds
 
available to B.C.A.
 

2. Determine the administrative costs of making various kinds of
 
B.C.A. loans: group loans as well as individual loans. 

3. Estimate the costs of developing an expanded forcoed private 
savings deposit system in one major area serviced by the B.C.A. 

4. Assess the opportunities for B.C.A. to increase the yield from 
its asset portfolio through improved cash and asset management. 

5. Conpare the costs of lending by B.C.A. with other major agricultural 
lenders like IDAI. 

Coverag of Study 

Information on the overall costs of lending and servicing savings 
deposits should cover all of B.C.A.'s operations. Less detailed informa­
tion on similar costs for several other agricultural lenders should also 
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be asseurbled. The detailed information on costs of individual activitieslike lending to groups, lending to coffee farmers, or making individualloans should be done in intensive case studies in several of B.C.A. 's
 
regional offices.
 

Duration of the Study and Personnel Requirements 

The study should be planned to cover a 6-month period. An estimated12 person-months of time will be required to coplete the study. 

C. A Study of Borrwer Loan Transaction Costs 

Justification for the Study 

In most low income countries a good deal of attention has beendirected at the costs of providing loans to agriculture, in general, andespecially to the rural pc-jr. Very little attention, however, has beengiven to the transaction costs that the borrower incurs to get access
to either formal or informal loans. 
 In all too many cases it is assumedthat almost all of the borrowing costs for individuals or groups to eitherthe formal or informal market is represented by the interest paymentrelated fees. orRecent research in several countries has shown that somerural borrowers, especially the rural poor, may incur very substantialloan transaction costs, especially when they try to get formal loans.The high loan transaction costs for borrowers, plus poor and undependableloan services may help to explain the low value many borrowers place onmaintaining a good credit rating with the formal lender. 

Study Objectives 

1. To measure the borrcwers' loan transaction costs for getting B.C.A.loans individually or through groups. These costs would include the valueof borrowers' time used to negotiate loan,the receive payments, and tomake repayments. Costs for paperwork, notaries, bribes, and borrowers'transportation costs would also be measured. If the formal loan arriveslate, it may be necessary for the borrower to get a short-term informalloan. The costs of this informal loan would also be measured and includedin the costs of formal borrowing along with explicit interest payments. 
2. Th evaluate how the borrowers' loan transaction costs might bereduced if the procedures of formal lenders were changed. Would formallenders reduce the amount of oaperwork required, for example, if theywere allowed to charge higher interest rates on their loans? Would thisreduce the total borrowing cost, especially for borrowers of small amounts? 

Coverage of the Study 

The study should be done in several representative areas of Haiti.A sample of B.C.A. group and individual borrowers would provide part ofthe information needed. Samples of other rural households would provide 
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information on the costs of borrowing from other formal lenders. - Reviews 
of sane formal lenders' procedures would be neoessary to determine how 
changes in policies or prooedures might reduce borrowers' loan transaction 
costs.
 

Duration of the Study and Perscnnel RequireTents 

The study should be ccmpleted in 6 months and require 9 person-months
of time. Much of the information needed for this study could be collected 
as part of the data collection process used in studies A and B. 
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II. Studies of Groups, Informal Lending, and Non-Fanm Rural Firms 

Other discrete studies which may be ccmissioned early in the LoP,and which could have a bearing on the improvement and direction of BCA
services, will investigate:

a) Mhe Econcnics 
and Sociology of Agricultural Credit Societies 

(SACs; 

b) Informal Lending Sources; and 

c) Non-Farm Rural Firms and How They Manage Their Liquidity. Theexamination of SACs and other groups is an especially high priority ofthe BCA. Investigation of informal sources of credit is also a highpriority in that if the determination is made that indeed Madam Sara andother such "institutions" provide a significant amount of credit servicesin rural areas, at high rates of interest, the GOH will be presentedwith 	a strong argument for raising interest rate cielings for lending,which will allow a resultant increase in savings interest rates. This
would provide BCA and other lenders the opportunity to actively pursue

savings mrbilization programs.
 

The study of non-farm rural firms is of a lesser priority and willbe pursued if funding and time permits. 

A study may also be proposed to examine the status of and prospectsfor the caisse populaire movement in Haiti. This examination of thecredit union movenment will catalogue the successes and short-cxmingsof caisses pcpulaires and will describe their potential role as financial
intermediaries. 

A fuller description of the first three proposed studies follows: 

A. 	 The Econcmics and Sociology of Agricultural Credit Societies 
(SACs)/and other Groups 

Justification for the Study 

Group lending has become popular in a number of low incomecountries. At least four advantages have been claimed for lending togroups of small farmers over lending individually. The first advantageclaimed is that through joint liability, repayment performance can beinproved. he second advantage is that group loans reduce the lender'sloan 	transaction costs. The third benefit claimed is that groups reducethe borrowers' loan transaction costs. Finally, the fourth advantageclaimed is that it is easier and cheaper to provide development services
through groups than it is to individuals. 
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A large part of B.C.A.'s loans are made to informal groups of
borrowers, primarily SACs. If B.C.A. is to expand the amount of money
that it lends to farmers through groups, it is important to 'now more
about these claimed benefits, and also to clarify the factors that lead 
to successful groups. 

Cbjectives 

1. To evaluate the effect of joint liability on the incentives for 
members of a SAC to repay their loans to B.C.A. 

2. To measure the loan transaction costs of SAC members, and
 
contrast this with borrower loan transaction cost on individual loans.
 

3. To identify methods, and potential. of the SAC conoept, to attract
hitherto unidentified borrowers. 

4. To document the costs of forming groups that borrow fran B.C.A. 

5. TO measure and evaluate the development services provided to
 
SACs in addition to credit.
 

6. To study the characteristics of groups that are successful in

repaying loans to B.C.A. and contrast 
this with those groups that fail
 
to repay, and disband.
 

7. To determine the extent of training, and training requirements,
in principles of credit for SAC group leaders. 

Coverage of Study 

Part of the study should focus on information about groups for all
of B.C.A. This should include a yearly description of the number of 
groups serviced by B.C.A., average size of group, number of loans
received by the group, changes in group composition, and how groups 
were formed. In addition, detailed studies of same successful and
unsuccessful groups in one or two of the areas where B.C.A. is working
would provide most of the information to meet the objectives of the 
study. 

Duration of the Study and Personnel Requirements 

The study should be completed in about 3 months. An estimated 4 
person-months will be needed to complete the study. 
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B. A Study of Informal Lending Sources 
Justification for the Study 

There is so little formal credit available in Haiti that it isvery likely that informal sources of loans are very important for mostrural households and rural non-farm enterprises. There has been verylittle research done in the country on this subject. As a result,very little is known about the extent of informal loans in rural areas,the term of these loans, and the other types of services provided bythese lenders. Too many people view informal lending as somethingthat ought to be eliminated and replaced by formal loans. Research inother countries indicates that many of the se-.vLoes provided by theinformal lender are valuable to the borrower, and that informal lendersare often able to provide same services more cheaply than can formallenders. This research also shows that repayment of loans is oftenmuch more satisfactory to informal lenders than to formal lenders in
 
many low income countries.
 

Objectives 

1. To measure the importance of informal lending in severalrepresentative rural inareas Haiti. This will include a descriptionof the informal lenders, the types of services they provide, and their
loan terms. 

2. To determine the lending costs incurred by these informallenders. This will include measuring the opportunity costs of the

funds used to make informal loans.
 

3. To determine if informal lenders are able to price-discriminatein making their loans. Do lenders charge risky borrowers higher bor­rowing rates than they do for low risk borrowrs? 

4. To determine the access that informal lenders have to formal
loans. 

5. To study any votating credit and savings associations thatmight exist in rural areas of Haiti. 

Coverage of the Study 

The study should do an inventory of all of the major informal lendersin several representative rural areas in Haiti. Through farm-householdinterviews and interviews with operators of non-farm rural enterprisesit should also establish the impo-tance of loans by friends, neighbors,and relatives in rural areas. Intensive case studies of representativeinformal lenders and rotating credit and savings associations will
also be done. 
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Duration of the Study and Personnel Required 

The study will be designed to take 6 months, and will require 6
 
person-months of time.
 

C. A Non-Farm Firms and How They Manage Their Liquidity 
Justification of the Study 

Most agricultural credit programs try to restrict their lending

to direct production purposes through farmer loans. Relatively few
agricultural credit agencies provide 
 loans directly developing countries

has shown that these non-farm rural enterprises may make up a very large

part of the rural economic scene. These firms are often very iportant

enployers of the rural poor, 
 and often provide very vital services
 
and goods to those living in rural areas. Some research has been done
 
on the nature of these firms in Haiti, but little is known about their
 
sources and uses of liquidity. Because there are 
so few banking
facilities in many of the rural areas of Haiti, it is unlikely that
these non-farm rural firms have much direct access to either formal

loans 
or to deposit savings services. As B.C.A. expands its activities
it might be useful for the Bureau to provide more direct financial 
services to these non-farm firms. 

Objectives 

1. To document the extent of non-farm rural firms in several represen­
tative rural areas of Haiti. (This might be done by building on

earlier work done by The Michigan State University). 

2. To determine how a representative sample of these firms obtain
 
their financing.
 

3. To determine if these firms could make use of savings deposit
facilities to help manage their cash more effectively. 

4. To evaluate the possibilities of formal lenders like B.C.A.
providing loans to some of these firms. 

Coverage of the Study 

An inventory of non-farm rural fims should be done in several
representative areas of the country. Case studies of a few of these
firms should also be done to show how they finance themselves. Some 
interviews with formal lenders should also be done to clarifv the
problems they may face in making nore loans to these types of firms. 

Duration of the Study and Personnel Requirements 

The study will take 9 mnths and will require 12 person-months of 
time. 



Annex G 
Page 10 of 15 
Exhibit 2 
Page 1 of 6 

AN OUTLINE OF MAJOR TOPICS TAT MIGHT BE INCLUDED IN AN
 
ASSESSNENT OF RURAL FINANCIAL MARKETS IN HAITI
 

The assessment could be organized under four headings. The first
 
would be an analysis of policies and political factors that influence 
the performance of rural financial markets (P"Ts). The second would 
be an analysis of the current structure and recent performance of rural 
financial markets. The third would be an analysis of financial inter­
mediary behavior. The fourth would be an analysis of how farm-household 
and non-farm rural firms manage their liquidity. 

The topics listed under each of these headings in the following 
are illustrative of those that might be treated by various studies. 
The specific research agenda and the timing of the studies would be 
worked out jointly by the AID contractor in charge of the research and 
evaluation part of the project, the AID project monitor, and interested 
GOH entities. 

I. Studies on Econcny-Wide Factors that Influence Rural Financial 

Markets 

Justification 

Econory-wide factors exert pervasive effects on the performance
of RFMs. The most well intentioned and efficient program design and 
reform might be unable to compensate for problems outside the control 
of the RFMs. It is necessary to have a clear understanding of how 
the general economic environment affects the RFM so that overall macro­
economic policy is not conducted in a manner inconsistent with both 
rural sector objectives and the viability of rural financial institu­
tions.
 

Thbpics 

The studies should have the following broad dimensions: 

a. Analysis of input price behavior and supply as they respond to 
trends in wages, general prices, irport prices, exchange rates and 
inport rationing. 

b. Rural product prioe movements as they respond to or are affected 
by these same factors. 

c. The influence of cost-price distortions and input supplies on 
the economic rate of return to rural farm and non-farm enterprise and 
correspondingly on rural savings and debt servicing capacity. 
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d. The effects of movements in the general price level on the

operating expenses of the financial institutions.
 

e. The effects of national interest rate and regulatory policies
on resource mobilization and the earning potential of rural financial
 
institutions.
 

f. The implications of budgetary deficits and relative trends inexternal and domestic debt financing for the flow of financial resources 
to rural borrowers via financial institutions. 

II. Structure and Performance of the Rural Financial Markets in Haiti
 

Justification
 

While there is documentation of some broad features of the formal
rural financial market, there are 
still major information gaps in areascrucial to the formulation of credit and savings strategies for servicing
rural areas. Documntation exists on loan volumes, balance sheets,

and interest rate policies of the B.C.A. and I.D.A.I. Important

information gaps exist with respect to: 

a. The role of comercial banks in the direct and indirect

financing of farm and rural non-farm activities.
 

b. The degree of financial intermediation (savings and credit)

by formal institutions in rural communities.
 

c. The use of rural savings by financial institutions. 

d. The credit operations of formal institutions. 

e. Conditions affecting the viability and quality of rural credit 
programs. 

f. The role and importance of informal savings and creditassociations and other informal lenders in rural areas. 

g. The overall performance of RFTs in mobilizing savings,
extending medium and long-term loans, serving the poor, and expanding
the amount of loanable funds available for agriculture. This includes 
diagnosis of cause and effect. 

Several of these topics will be partially covered by the studies on the priority list. Nonetheless, there is need for additional
studies that overview the main features of the rural financial market.Such studies will draw upon the results of the priority studies; and
in some ways extend those results, and also proceed in directions not
closely related to those studies. 
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The central objective of these overview studies would be to identify
 

issue, areas and prcblems, 
 and to guide policy formulaticn.
 

1Jpics
 

At this stage nothing more than a 
listing of researd topics willbe 	attrmpted. The research team selected and the experience (knowledge)
gained frxii the priority studies would shape more specifically the

actual content of the study.
 

The following are important topics:
 

a. 	 Institutional ccmposition of the REM through time (say 1970
 
to the present)
 

i) Institutions
 
ii) Percent share of resource flows.
 

b. 	 Credit criteria and terms of lending used. 

c. 	 Types of activities financed. 

d. Loan size and farm size distribution of number and value of
 
loans.
 

i) 	 Who benefits fran rural credit. 

e. 	 Implicit interest rate subsidies 

i) The magnitude of the subsidy

ii) The financin5 of the subsidy


iii) The consequences for equity and institutional viability.
 

f. 	 Loan repayment experience
 

i) By institutions and loan type
 

g. 	 Sources of loan resources for the FFM 

i) Role of Government of Haiti
 
ii) Role of external donors
 

iii) Role of local savers
 
iv) 	 Prospects for sustained growth. 

h. 	 Operating costs, revenues, and 	overall viability of rural 
financial institutions.
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III. Studies on the Behavior of Rural Financial Intermdjiaries 

Justification 

Relatively little research has been done in most countries on thebehavior of lenders in rural areas. Most of the studies done on thepriority research issues would look at this behavior. Governmentsoften assume that formal lenders will blindly follow policy directivesirrespective of the economic interests of the lender involved. Policy­makers also often assume that informal lenders are expl6itative andthat they ought to be driven out of rural lending. Both of thesecritical assunptions ha-,e been challenged reoently by some researchresults. Some of the priority issues that might be studied for both
formal and informal intermediaries follow: 

A. 	 Topics on Formal Intermediaries 

1) The lending costs for main lines of credit to majoragricultural lenders. This would include analysis of costs in group
as well as individual lending. 

2) 	 The effective gross yields on main lines of credit inB.C.A. and I.D.A.I. oonpared with yields on loans made by urban banks 
to commercial borrowers. 

3) 	 The attitudes of public and private bankers towardagricultural loans and their perceived costs and benefits of making
such loans. 

4) 	 The costs of mobilizing voluntary financial savings inrural areas with several major financial instrunents. 

assuring loan repayment. 

5) The usefulness of loan application information to bank 
managers. 

6) The usefulness of loan guarantees required by lenders in 

7) The economics of B.C.A. and I.D.A.I. providing financialservioes to non-farm rural firms and to market intermediaries. 

8) The usefulness of loan status information in B.C.A. andI.D.A.I. in helping managers clarify loan repayment problems. Themerits and demerits of various measures of loan repayment status. 
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9) The effectiveness Qf B.C.A. in managing its cash to
 
assure maximum yields from its assets.
 

10) Recent innovations in financial procedures in B.C.A.?
The role of incentives to employees in the introduction of cost reduc­
ing innovations. 

11) The characteristics of people and firms holding deposits
with B.C.A. 

12) Identification of.the training needs of B.C.A. and I.D.A.I. 

13) Identification of the added incentives tonecessary
induce B.C.A. enployees to actively promte a pilot savings mobiliza­
tion program. 

B. Topics on Informal Intermediaries 

1) The relative importance of various types of informal

lenders in representative rural areas of Haiti.
 

2) The types of services these informal lenders provide to
 
borrowers.
 

3) The costs and returns to the informal lender from these
activities. Investigation of profits in these transactions.
 

4) Possible use of informal lenders 
to make formal loans to

finance part of their liquidity needs.
 

5) The extent to which formal and informal lenders cuimpete
for business, or the degree to which they serve two different markets. 

6) Existence of barriers to entry for informal lenders. 

IV. 	 Studies on How Farm-Households and Non-Farm Rural FirmsManage
 
Their Liquidity
 

Justification 

Research on this topic has received a lot of attention innumber of low incore countries. 	
a 

In large part, this is because of the
interest in measuring the impact of various credit programs at the
farm level. Donors such as AID, IDB, and the World Bank often require
these kinds of studies to document the effect that their credit 
programs have on specific input use, farm 	investments, crop or 
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liVestock production, fa= incmesf or technQlogical change. Daines'
recent study "Impact Evaluation of the Haiti Small Faipr Improvrent

Project" 
 (January, 1979) is very representative of these kinds of studies.Mst of these studies are expensive to carry out, involve farm inter­views, collection of a good deal of data and they are oftev flawed.Typically, these studies ignore the fungibility of loans, do ,ot measureadequately the substitution and diversion of liquidity within theborrowing unit, and also ignore that the borrowing units typicallyhave multiple sources and uses of liquidity. All too many studiesattribute all of the differences in production, for example, betweenborrowers, and non-borrwrs, or for the same individual over time toloan use. These studies typically do not answer the counter-factualquestion. what changes would have occurred anyway without the creditprogram? Very detailed case studies are needed to provide useful measuresof credit impact. Sae of the types of studies that might be carried
 

out follow:
 

Topics 

1. The sources and uses of liquidity for a handful of representa­tive farm-households and non-farm rural finrs over a year. 
2. The roles informal .and formal sources of credit play in the way
these households manage their liquidity and risks.
 

3. The borrowing costs for these households to get loans from formaland informal sources. 

4. The value of unutilized credit reserves to borrowers. Identifica­tion of the loan sources that typically provide these reserves. 

5. The services other than credit that formal and informal lendersprovide borrowers. 

6. The economic goods individuals realize from participating ingroup borrowing. The individual costs of borrowing through groups. 
7. The structure of the asset portfolio of rbTpresentative farm­households, and rural non-farm firms. The importance of financidl assetsin these portfolios. The net real returns fram holding various formsof financial assets. 
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TICA S;TAM' PIT.rIVIS "irnrTZVi 

I. 	 PRINCIPLES 

A review of literature on staff incentives programs yields the following
basic principles for assuring successful staff incentives programs: 

A. 	Performance measures should be expressed quantitatively, e.g.,

in time, cost, resources, percentages, and ratios.
 

B. 	Measures of performance should not require data not already

beinq provided by the existing information system. Avoid the
 
need for special on-site visits to gather information.
 

C. 	Performance measures should be limitec to only 4 or 5 major inpact
areas that represent perhaps 70% to 80% of the job. Trying to in­
clude the last 20% to 30% of the job makes the incentives program
unwieldy and costlt,. 

D. 	Tbe measures used should change fran year to year as the priorities
of the institution change. 

E. 	 The measures should be understandable to managers whose performance
is being measured. 

F. 	 The amount of potential bonuses must be perceived as signficiant in 
amount by managers whose performance is being measured, as well as 
attainable with some hard vurk. 

II. PPJW?.UALIFICArIO S 

Each regional office should satisfy certain prerequisites before 
staff time is expended in calculating performance measures or 
bonuses. In the case of the BCA, these prequalifications would 
probably include, at a minimun, the followinq: 

A. 	All 12 monthly financial statanent-s will have been received
by 	headquarters no later than a fortnight after the end of the 
fiscal year. 

B. 	All 4 quarterly delinquency reports will have been received by
headquarters no later than a fortnight after the endl of the
 
fiscal year.
 

C. 	 Individual (Client) ledgers should be in balance with general

ledger control accounts.
 

D. 	There should be no unresolved cash shortages in excess of % 50. 
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III. 1981 PRIORITIES 

If the BCA's current thinking has been interpreted correctly, thefour "major impact areas" in which the r3CA wants to stimulate im­proved performance in 1981 by means of the incentives programme are as follows: (1) Efficiency; (2) Loan Repaiwent Rates; (3) IncreasedProfitability; ar (4) Pbbilization of Voluntary Savings. Assumingthat we agree on these priorities, it is necessary to develop adequatemeasures of performance in each area. After review of a number ofpossible measures, the following indicators would seea to be the 
most appropriate:
 

A. Efficiency: Number of Society/Coop loans per employee 

Total No. o, Loans Graitcd durin Year 
Total No. of Dployees at Fnd of Year 

B. Loan Repayment: Average effective repayment period 

= Average Total Amount of Loans Outstanding (12-Nb. Ave.)
(Total Loan Principal Repayments)/12 

C. Profitability: Fxpense/Inccme Ratio 

= 	 Total Ixpenses Incurred During Year 
Total Income Received During Year 

D. Voluntary Savings: per cent of total liability and capital (total assets) 
= Total Voluntary Savings at Year-Fd 

Total Assets at Year-1F x 100 

These measures were selectffd on the basis of their (1) ease of calcul­ation; (2) current availability of re<uired data; and (3) their under­standability. It is believed that a regional office which scores highon all of these indicators is probably doing well in other areas as
well. 

IV. QUANTIFICATION
 

If we agree on these measures, we must still specify ihat levels ofperformance are adequate, inferior, or superior. To do so will re­quire analysis of past years' operatinq data. A-)proximate, illustra­tive levels might be the folloing (Those regional offices whoseindicators fall exactly on the dividing point between two categorieswould autcmatically receive the b.nefit of the doubt and X placa] in
the higher category): 

Indicator 
P 
P 

E 
OO 

R 
R 

F 0 
F A I 

R 
R 

M 
G 0 0 

A 
D 

N C E 
SUPERIOR 

1. No. Loans per employee 0 to 10 11 to 15 16 to 25 > 25 
2. Ave. repayment period >15 mos. 12 to 15 mos. 8 to 12 mos. 8 mos. 
3. Expense/income ratio > 2.0 1.5 to 2.0 1.0 to 1.5 4 1.0 
4. Voluntary Savings 0 to 2% 2 to 5% 5 to 10% >l10? 
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rbre precise performance targets will be developed in collaboration with 

BCA management. 

V. WEIGHTING AND FOPRMArr.l.KG 

Once quantitative measures of poor to superior performance have been 
specified, management must decide whether saoe measures are more im­
portant than others and assign weights correspondingly; and put to­
gether an easy-to-use and understand format. The following format 
is suggested for consideration: 

TWA €;nTrAFP TIfl(j ,T"TJ 1,flT', PAPER 

Peqional Office: 

P E R P 0 P, M A P1 C F T7 PITG 1 71T( r, 
IRFORM\NCE ACMt1AL P n n P. F A I P G 0 0 n 1 (* D r P T 0 R Doint, 

__________ SCOPE Definition '7eiqht Definition NWeight Definition !,eiqht De.inition !N7eiqht Allowc 

lfficiency 
•Repaymt 

Pro.it­
ability
 

KVluntzxy 
Savings 

Total Points AlloiAd... . . ..... .....................................
 

rlininun Leve). of Points to Olali , for '3u .......... ......................
 

Tbtal 0ualif,,inq Bonus Points...........................
 

Anount of fanus per Qlalifyinq nonus Point ......... ....................... _
 

Equals: Bonisn xrnl . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

http:FOPRMArr.l.KG
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'TI. FIxnmle 

Assxue the followyin, cata for PiTional Office A: 

?o. rkLans aranted = 120 

Total 3o. carployees = 4 

Ave. Loans Outstaring = 02,400,000 

Total principal repayments = 03,900,000 

Total exenses = 0 250,000 

Total revenues = 0 200,000 

T.otal voluntary savings = 0 .60,000 

.otal Assets = ,3,000,000 

Also assume an eqral weighting for each indicator amd that for each 

qualifying lxnus point the regional office earns % 1,000. 

Pegioral Office A's ionus cmputation wxild then he as follows: 

Pcqional O1Tice: "A" 

P E O0P P 11 A M C P1 r T (11!m T 
RFORM7\NCE AeT'EAL Po 0 P 1 A T ' G O t) " Toint 
rASTJTr SCOPE Definition 'e-ciht ifinition Weight Dcfinition "I2kj(iht Definition -beiqhlt Allcw 
Efficiency 30.0 0 to 10 4 11 to 15 11 16 to 25 18 25 25 25 

Repayrmt 7.6 os 15 mos. 4 12 to 15mos 11 8 to 12noE 18 8 mos 25 25 

Profit­
ability 1.25 2.0 
 4 1.5 to 2.0 11 1.0 to 1.5 18 1.0 25 18
 

',oluntiy

3avings 5.39% 0 to 2% 
 4 2 to 5% 11 5 to 10% 18 101 j 25 18 

..
btal Points Allov.86 

Pininur LeAvel of Points to maliv for 9unus ..... ... ..... ................ 70
 

.otal Qalifyinq Bonus Points 16
 

Amount of BrInus pr Qual.ifyini 'onuq Point ........ .... . ............ 
 1,000 

Fijuals: Bonus Farncl .. ........ 
 . ...... ...... .......... 016,00f
 

http:Allov.86
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772) Copy to Johni A. Becker 

3) Copy to IEE file 

7Dat
 

7tto Robert' 0. 


Chief.Environmental.Office 

Bureati for 7ti7.Americ
 

and the Caribbean
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INITIAL ENVIRON L EXAMINATION 

Project Location : Haiti
 
Project Title 
 Strengthning Rural Credit Services 

#521-0121
 
Funding : $2,400,000 Grant
 
Initial Obligation 
 : FY 80 $500,000
 
Life of Project 
 : 3 Years FY 80 - F 83
 
IEE Prepared by 
 : John A. Becker 
Date 
 : May 1, 1980 

PARM I 

THRESHOLD DECISION 

a. Recomendation: 

Negative Determination 

b. Concurrence:
 

Date: May 
 5 , 1980 
Allan R. Furman
 
Director, USA!D/Haiti
 

PAr II 

DESCRITION OF THE PRa-=T 

The project aims at strengter ng rural credit services. In particular, thisproject has two purposes. First, the project through advisory, training, ccamcci­ties, construction and limited capital assistance will improve the capa ilit .y-ofthe Bureau de Cr6dit Aricole (CA) to provide credit and related bankiLg services 
to its s all farme-r clicnts. Second, the project, txough advisory assfstance toconduct nral financial market stxiies, will develcp an i.rr.,ed strate.jyv--for
colerative rural savings and ivestrcnt. 

http:strate.jy
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Thus, the project is essentially institution building with limited outreach

the rural poor. Major focus is placed on reorganization 

to
 
and physical expansion of

the BCA. Maragement operations will be streamlined and a financial plan/capitaliza­
tion strategy will be develcoed. At the end of the project, the BCA syst:n (central/
regional/loal/SACs) will be in place and operating in an effective and efficient 
manner. Major outreach to the rural poor in terms of .-panded credit will be pro­
vided only through a follow-on project or projects financed by AID or other donors. 

PAI r III 

ID&NTIFIATION AM EVAUJATION OF EIU On! TAL 

IMPACT 

The project will have no "significant effect" on the htmnn envirorme t and des­
cribed in Part 216. 1 (c) (3) of AID Environmental Procedures as publish .-d in the
Federal Register. The major focus of the project is strengthening the BCA system
and conducting studies. Both are actions which have direct impactno on the hurnan
envirorent. The outreach of the project is limited to modest amcAnts of capital
to finance traditional agricultural production to an additional 18000 sall clients.
While such an action will have major positive effect on the individual beneficiaries,
the aggregate effect in terms of the natural resource environment will be negligible. 

PARE IV 

RDQM4JEATICN FOR E OENITAL ;CTION 

Given that the project actions have only a negligible aggregate impacA on hurran
environment and that this impact will be positive rather negative, a recmmendation 
for a Negative Determination is extended. 
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ADRSIUTEIRAPHICUt CASIER POSTAL. 1300 
suCRE OA
 

Port-au-Prince, le 25 Juin 1981f 15D-32 L15Z. 

MonsLeur Allan Furman,
 
Directeur
 
Agency For International Development,
 
Mission to Haiti
 
P..O. Box 1634
 

I.' ME-:".. 	 n Ville. 

USAID ROUTER/ 
FFICEjA CTi 1NMonsieur le Directeur,
bin
 

sa s6ance du 26 mai 1981,
 
P.. Jai l'honneur de vous faire savoir qu'i 


PD le Conseil d'Administration du B.C.A. a agr f une proposition de projet de
 
' poursui-


It ED 	 renforcement de cet organisme et a autoris6 le Directeur du B.C.A. 


vre ses de'varches pour concrftiser ce projet.

_T __ 

PS I 	 " Je viens donc, par la prasente, confirmer les d~marches entreprises 

te.projet de"renforcement du Bureau de Credit Agricole 
en demandant
 

CoTrnernant 

- " 	 fficiellement 5 l'AID, de bien vouloir envisager la possibilite d'une part,
 

e faire un don de l'ordre de $ 2.400.000 pour couvrir sur une p6riode de trois
 AD 


__ns les costs des services consultatifs, la formatibn. du personnel, la cons­

de locaux pour loger les agences locales, l'acquisition de biens d' qui­
.... 

- _uction 

-ent et de v.hicules pour les bureaux du BCA (Central, r.gional, local), les 

crais qu'occasionneront la mobilisation de 1'A.argne 
rurale et l' valuation du
 

,archA financier en milieu rural, et d'autre part, 
d'obtenir son autorisation
 

ACTION TAKEN 
our une contrepartie du Gouvernement 11aitien de $ 2.110.00) sur le compte 

OAlI IL-480 Titre I, en vue d'augmenter les fonds de nrets et d'acheter des moto-

Dy =.yclettes. 

II est entendu que les frais de fonctionnement estimc's ' $1.666.000
 

pour la me-me p6riode seront tir6s des ressources du TrYsor.
 

Comptant sur la bienveillante attention que vous avez toujours accor­

au UCA, je vous prie d'agr6er, Monsieur le Directeur, avec mes remerciements,
dge 

mes salutations distinguges.
 

Directeur du 	B.C.A.
 

NATURELLES ET DU OfVELOPPEMENT RURAL 
DEPARTEMENT Of LAGRICULTURE, DS iUIOURCU 
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MISSION TO HAITI 

For US. MAIL: 

USAID / HAITI 

Departmentof State 
Washington D.C. 20520 

ForINTERNATIONAL MAIL. 

USAID / HAITI 
P. 0. 8ox 1634 

Port-au-Prince,Haiti W.I. 

CERIFICATION PURSUANT TO SECTION 611 (E) OF THE 

1UREIGN ASSISTANCE ACT OF 1961, AS AMENDED 

I, Allan R. Furman, the Principal Officer of the Agency for
International Development in Haiti, having reviewed the Project
Paper and having taken into acount, amng other factors, the
maintenance and utilization of projects in Haiti previously financed 
or assisted by the United States, do hereby certify that in my judgement
the Bureau de Credit Agricole (BCA) has both the financial capability
and human resources capability to effectively maintain and utilize
the proposed Strengthening Rral Credit Services Grant Project. 

Allan R. Furman 
Director USAID/Haiti 
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SC(1) - COUNTRY CHICKLIST 

Listed be w are, first, statutory criteria applicable generally to FAA funds, and then criteria
 
applicable to individual fund sources: Development Asistance and Economic Support Fund.
 

A. GENERAL CRITERIA FOR COUNTRY ELIGIBILITY
 

1. FAA Sec. 116. Can it be demonstrated that Yes, the project will imnprove the
 
contemplated assistance will directly benefit availability of credit to the rural
 
the needy? Ifnot, has the Department of
 
State determined that this government has por of Haiti.
 
engaged in a consistent pattern of gross

violations of internationally recognized
 
human rights?
 

L. FAA Sec. 481. Has it been determined that No.
 
the government of recipient country has failed
 
to take adequate steps to prevent narcotics
 
drugs and other controlled substances (as
 
defined by the Comprehensive Drug Abuse
 
Prevention and Control Act of 1970) produced
 
or processed, inwhole or Inpart, insuch
 
country, or transported through such country,
 
from being sold illegally within the Juris­
dicLion of such country to U.S. Government
 
personnel or their dependents, or from
 
entering the United States unlawfully?
 

3. F. Ifassistance isto Yes.
 
a governnt, has the Secretary of State
 
determined that it is not controlled by the
 
international Communist movement?
 

4. FAA Sec. 620(c). Ifassistance isto No
 
government, is the government liable as
 
debtor or unconditional guarantor on any

debt to a U.S. citizen for goods or services
 
furnished or ordered where (a)such citizen
 
has exhausted available legdl remedies and
 
(b)debt is not denied or contested bY such
 
government?
 

5. FAA Sec. 620(e)(1). If assistance is to No
 
a govement, has Utf(ncluding government
 
agencies or subdivisions) taken any action
 
which has the effect of nationalizing,

expropriating, or otherwise seizing owner­
ship or control of property of U.S. citizens
 
or'entities beneficially owned by them with­
out taking steps to discharge its obligations

toward such citizens or entities?
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A. 


6. 10 20a 62q )jFY79 . Act,
Sec_. an Wf0.is recipient countryi08 


a comunist country7 Will assistance be pro­
vided to the Socialist Republic of Vietnam,

Cambodia, Laos, Cuba, Uganda, Mozambique, or
 
Angola?
 

7. FAA Sec. 620(i). Is recipient country

in any way invovec in (a) subversion of, or

military aggression against, the United States
 
or any country receiving U.S. assistance, or
 
(b) the planning of such subversion or
 
aggression?
 

8. FAA Sec. 620 (A). Has the country penitted, 
or failed to take adequate measures to prevent,

the damage or destruction, by mob action, of
 
U.S. property?
 

9. FAA Sec. 620(l). If the country has failed 
to instituftethE-investment guaranty program
for the specific risks of expropriation, Incon­
vertibility or confiscation, has the AID 
Administrator within the past year considered
denying assistance to such government for this
 
reason?
 

10. FAA Sec. 620(o); Fshermen's Protective 

Act o77767. as hmended. Sc.
5. If countr
 
has seized, or imposed any penalty or sanction

against, any U.S. fishing activities in
 
international waters:
 

a. has any deduction required by the

Fishermen's Protective Act been made?
 

b. has complete denial of assistance
 
been considered by AID Administrator?
 

11. . Sec, 20- FY 79 App. ActSef. 603.(a) Is the government of the recipie , country
indefault for more than 6 months on 
interest
 
or principal of any AID 
loanto the country?

(b) Is country in default exceeding one year
 
on interest or principal on U.S. loan under
 
pogram for which App. Act appropriates
 
funds?
 

62o(s). 

ass istance isdevelopment loan or from
 

12. FI&Jc s If contemplated 

Economic Support Fund, has the Administrator 
taken into account the percentage of the
 
country's budget which is for military

expenditures, the amount of foreign exchange

spent on military equipment and the
 

NO 
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No 

NO 

No 

This has not happened. 

No 

This is a Developnent Grant. 
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amount spent for the purchase of sophisticat.e 
weapons systems? (An affirmative answer may
refer to the record of the annual "Taking Into
Consideration" memo: "Yes, as reported Inannual report on implementation of Sec. 620(s).-
This report isprepared at time of approval bythe Administrator of the Operational Year Budget
and can be the basis for an affirmative answerduring the fiscal year unless significant changes
in circumstances occur.) 

Exhibit 1 
Page 3 of 4 

13. FAA Sec. 620(t). Has the country severed 
diplomatic relations with the United States? 
If so, have they been resumed and have newbilateral assistance agreements been negotiated
and entered into since such resumption? 

No. 

14. FAA Sec. 620(u). What is the pay nent status 
of the countrys U.N. obligations? If the country
is inarrears, were such arrearages taken into 
account by the AID Administrator indetermining
the current AID Operational Year Budget? 

Haiti is not in arrears, 

15. FAA Sec. 620A FY 79 App,Act Sec. 607. Hasthe country granted sanctuary from prosecution to any individual or group which has committed an 
act of international terrorism? 

No. 

16. FAA Sec. 666. Does the country object, on 
basls 7 race, religion, national origin or 
sex, to the presence of any officer or employee
of the U.S. there to carry out economic 
development program under FAA? 

NO. 

17. FAA Sec. 669, 670. Has the country, after
Augusf3. 77T, delivered or received nuclearenrichment or reprocessinq enuipment. materials. 
or technology, without specified arrangements orsafeguards? Has itdetonated a nuclear deviceafter August 3, 1977, although not a "nuclear­
weapon State" under the nonproliferation treaty? 

No. 

B. FUNDING CRITERIA.FOR COUNTRYELIGIBILITY 

1. Development Assitance Country Criteria 

a. FAA lSc. I02b)4). Have criteria been 
established taken Tn account to assess
comnltment progress of country ineffectively
involving the poor indevelopment, on suchindexes as: (1)increase in agricultural
productivity through small-farm labor Intensiveagriculture, (2)reduced infant mortality,
(3)control of population growth, (4)equality
of income distribution, (5)reduction ofunemployment, and (6) increased literacy? 

Yes. 
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b. FAA Sec. 104(d)1j. Ifappropriate, Is 

this development (including Sahel) activity designed 

to build motivation for smaller families through
 
modification of economic and social conditions 

supportive of the desire for large families in 

programs such as education in and out of school, 

nutrition, disease control, maternal and child 
health services, agricultural production, rural
 
development, and assistance to urban poor?
 

2. Economic Support Fund Country Criteria
 

a. FAA Sec. 502B. Has the country engaged 

in a consistent pattern of gross violations of
 
Internationally recognized human rights?
 

b. FAA Sec. 533(bi. Will assistance under
 
the Soutern Africa program be provided to
 
Mozambique, Angola, Tanzania, or Zambia? Ifso,
 
has President determined (and reported to the
 
Congress) that such assistance will further U.S.
 
foreign policy interests?
 

c. FAA Sec. 609. Ifcommodities are to be
 
granted so that sale proceeds will accrue to the
 
recipient country, have Special Account (counter­
part) arrangements been made?
 

d. FY 79 Ape. Act, Sec, 113. Will assistance
 
be provided for the purpose of aiding directly the
 
efforts of the government of such country to
 
repress the legitimate rights of the population
 
of such country contrary to the Universal
 
Declaration of Human Rights?
 

e. FAA Sec. 620B. Will security supporting
 
assistance be furnished to Argentina after
 
September 30, 1978?
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Yes, this project is to provide,
 
the capital resources necessary,
 

through the most efficient and viable 
means, to assist and inprove 
agricultural production and rural 
develoment.
 

N.A.
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Listed below are statutory criteria applicable generally to projects with FAA funds and project
criteria applicable to individual fund sources: 
 Development Assistance (with a subcategory for
criteria applicable only to 
loans); and Economic Support Fund.
 

CROSS REFERENCES: 
 IS COUNTRY CHECKLIST UP TO DATE?

HAS STANDARD ITEM CHECKLIST BEEN REVIEWED FOR THIS PRODUCT?
 

A. GENERAL CRITERIA FOR PROJECT 

1. FY 79 Ape. Act Unnumbered FAASec. 653 (b);
Sec. 	 A) The project was included in thea3A. (a) Descrf h mowiC-iftees on FY 1981 Congressional Presentation.Appropriations of Senate and House have been or 
will be notified concerning the project;
(b) is assistance within (Operational Year 
 B) Yes.Budget) country or international organization

allocation reported to Con ress 
(or not more
 
than $1 million over that Migure)?
 

2. FAA Sec.611(a)(1). Prior to obligation 
 A) Yes

in excess of$100,000, will there be (a) engi­
neering, financial, and other plans necessary

to carry out the assistance and (b) a reasonably 
 B) Yes.
firm estimate of the cost to 
the U.S. of the
 
assistance?
 

3. FAA Sec. 611(a)(2). Iffurther legislative

action Is requiredwFthin recipient country, 	

An amendment to existing legislation isrequired to permit the BCA flexibility inwhat is basis for reasonable expectation that
such action will be completed in time to permit 
 establishing itsorderly accomplishment of purpose of the 	 interest rates. Basedassistance? 	 on negotiations with GOH, it is expected thatthis amendnnt will be forthconing. A 
4. FAA Sec. 611(b); FY 79 App. Act Sec. 101.
If for water or water-related land resource 

oondition precedent to disbursement to this
effect will be included in the Projectconstruction, has project met the standards 
 Agreement.

and criteria as per the Principles and Standards
for Planning Water and Related Land Resources 
 Not Applicable

dated October 25, 1973?
 
5. FAA Sec._611CeJ. If project is capital The Mission Director has so certified.
assistance (e{.., construction), and all
 
U.S. assistance for it will exceed $1 million,

has Mission Dirkctot certified and Regional

Assistant Administrator taken into consideration
 
the country's capability effectively to mintain
and utilize the project? The project, being specific to Haiti is not 
6. FA S. 209. Isproject susceptible of 	 suseptible for implementation as a regional
execution as part of regional or multilateral 
 project.
project? 	 The project is susceptible forIf so why Is project not so executed? poect. TheInformation and 	 project b foconclusion whether assistance 

will 	

execution as a multilateral project but atencourage regional development programs. 
 present time, no such agencies have
 
expressed an interest in the project.
 



GILY~V NO.C RAN%. ml mu W. 

5C(2)-21 June 7, 1979 3:3? ADHANDBOOK 3, App 5:(2) 

Annex L 
Page 6 of 9 
Exfibit 2 

A. Page 2 of 5 

7. FAA Sec. 601(a). Information and conclusions The project is specifically oriented 
whether project wll encourage efforts of the towards improving the provision of rural 
country to: (a) increase the flow of internator!is 
trade; (b) foster private initiative and competi.- credit services, thus assisting the G)H 
tion; (c) encourage development and use of in rural developmental and institutional 
cooperatives, credit unions, and savings and loan developmental goals. 
associations; d) discourane monopolistic practices;
 
(e) improve technical efficiency of industry, agri­
culture and commerce; and (f) strengthen free
 
labor unions.
 

8. FAA Sec. 601b). Information and conclusion The project is too small to have any 
on how project will encourage U.S. private trade impact on U.S. private trade and investment 
and investment abroad and encourage private U.S. and is specifically designed to have an 
participation in foreiqr assistance programs 
(including use of private trade channels and the impacton the rural sector. The project 
services of U.S. private enterprise). may interest the participation of private 

9. FAA Sec. 612(b); Sec. 636Ch). Describe steps U.S.technical assistance enterprises. 
taken to assure that, to the maximum extent poss­
ble, the country is contributing local currencies There are no U.S. cwned foreign currencies 
to meet the cost of contractual and other service., avalaible in Haiti. About 59% of the
 
and foreign currencies owned by the U.S. are total project costs will be provided
 
utilized to meet the cost of contractual and
 
other services. for from Haitian source. 

10. FAA Sec, 612(d). Does the U.S. own excess Not applicable,
 
foreign-currency of the country and, if so, what
 
arrangements have been made for its release?
 

11. FAA Sec, 601(e). will the project utilize Yes
 
compettive selection procedures for the awarding
 
of contracts, except where applicable procurement
 
rules allow otherwise?
 

12. FY 79 Up. Act Soc. 608. If assistance is Not applicable,
 
for the-production of any comnodity for export,
 
is the conmodity likely to be in surplus on world
 
markets at the time the resulting productive
 
capacity becomes operative, and is such assistanc:e
 
likely to cause substantial injury to U.S.
 
producers of the same, similar, or competing
 
commodi ty? 

B. FUNDING CRITERIA FOR PROJECT 

1. Development Assistance Project Criteria 

a. FM Sec. 102(b)o lllj l3; 281a. A)The project will directly affect the 
Extent towhich activity will (a) effectively rural poor by providing additional credit 
involve the poor in development, by extending for productive purposes (i.e.agricul­
access to economy at local level, increasing
 
Ja-tV sIvve production and the use of tural production) to meirbers of rural 
1pTpVyti tIwloqy, spreading Investment cominities. The project has U.S. 
out trm cities to mill towns snd rural areas, technical assistance and training 
end insuring wide participation of the poor in ccxnponents for upgrading managerial 
ta benefits of development on a sustained capabilities of local officer in rural 

areas. 
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basis, using the appropriate U.S. institutions; B) The project utilizes existing 
(b) help develop cooperatives, especially by tech- agricultural credit societies (SAC's) 
nical assistance, to assist rural and urban poor to who administer the loan and implement
help themselves toward better life, and otherwise the credit policies in rural areas, 
encourage democratic private and local governmental
Institutions; (c)support the self-help efforts of thus insuring active participation of 
developing countries; (d) promote the participation cf the rural Haitian in the lending process 
women in the national economies of developing countries C) The project will assist the credit 
and the improvement of women's status; and (e)utilize institution to improve its lending
and encourage regional cooperation by developing
countries? capability so as to increase 

b. FAA Sec. 103, 103A. 104 105, 106, 107. ppcrtunities in the rural sector. 
D) Wcmen will be active nemrbers ofIs assistance being made available: (include only


applicable paragraph which corresponds to sourcP credit societies.
 
of funds used. If more than one fund source is E) Not applicable.

used for project, include relevant paragraph for
 
each fund source.)
 

(1)[103] for agrikulture, rural development The project is specifically designed 
or nutrition; if so, extent Zo which activity Is to increase the productivity and 
specifically designed to increase productivity and inccres of the rural poor via the
 
income of rural poor; [103A] iffor agricultural

research, isfull account taken of needs of small expansion of productive credit.
 
farmers;
 

(2)[104] for population planning under sec.
 
104(b) or health under sec. 104(c); if so, extent
 
to which activity emphasizes low-cost, integrated

delivery systems for health, nutrition and family

planning for the poorest people, with particular

attention to the needs of mothers and young

children, using paramedical and auxiliary medical
 
personnel, clinics and health posts, commercial
 
distribution systems and other modes of community
 
research.
 

(3)[105] for education, public admini­
stration, or human resources development; ifso,
 
extent to which activity strenqthens nonfomal
 
education, makes formal education more relevant,
 
especially for rural families and urban poor, or
 
strengthens management capability of institutions
 
enabling the poor to participate indevelopment;
 

(4)[106] for technical assistance, energy,

research, reconstruction, and selected development
 
problems; ifso, extent activity is:
 

(I)technical cooperation and develop­
ment, especially with U.S. private and voluntary,

or regional and international development,

organizations; 

(if)to help alleviate energy problems;
 

(III) research into, and evaluation of,
 
economic development processes and techniques;
 

(iv)reconstruction after natural or
 
manmade disaster;
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e.l.b.(4). 

(v)for special development problem,

and to enable proper utilization of earlier U.S.

infrastructure, etc., assistance;
 

(vi) for programs of urban development,

especially small labor-intensive enterprises,

marketing sytems, and financial or other insti­
tutions to help urban poor participate ineconomic
 
and social development.
 

c. [107] Isappropriate effort placed on use
 
of appropriate technology?
 

d. FAA Sec. 110(a). Will the recipient

country provide at least 25% of the costs of the 

program, project, or activity with respect to

which the assistance isto be furnished (or has
the latter cost-sharing requirement been waived 

for a "relatively least-developed" country)? 


Will grant capital
e. FAA Sec. 0llO(b.

assistance be disbursed for project over more 

than 3years? Ifso, has Justification satis-

factory to the Congress been made, and efforts
 
for other financing, or Isthe recipient country
"relatively least developed"?
 

f. FAA Sec, 281(b). Describe extent to

which program recognizes the particular needs,
desires, and capacities of the people of the 

country; utilizes the country's intellectual 

resources to encourage institutional development;
and supports civil education and training in 
skills required for effective participation ingovernmental and political processes essential 

to self-goverrment. 

g.FAA Sec. 122b . Does the activity

give reasonable promise of contributing to the

development of economic resources, or to the

increase or productive capacities and self-

sustaining economic growth?
 
2. Development.As~istance Project Criteria
 

CLoans Drily)
 

a. FAA Sec. 122(b). Information andconclusin capacity of the country to repay

the loan, including reasonableness of
 
repayment prospects.
 

b. FAA Sec 62d). Ifassistance Isfor
 
any productive'enterprTse which will compete in

the U.S. with U.S. enterprise, isthere an
 
agreewnt by the recipient country to prevent

export to the U.S. of more than 20% of the

enterprise's annual production during the life
 
of the loan?
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Yes, the Grant Agreement will require

GOH to provide assurances of the

availbility and proper llocation of
 

funds for the project. The GC)H contri­
bution anounts to more than 25% of
 
project costs.
 
No, the project is scheduled as a three
 
year project.
 

The project directly responds to the needs
 
of GOH by encouraging institutional
 
levelopment through technical and training
assistance. The project recognizes the
needs of the country to increase production

in rural areas and creating jo opportu­

nities for the rural poor. 

The project will contribute to productive
 
capacities and self sustaining economic

growth by providing additional capital
for production purposes at the rural level.
 

Not applicable 
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3. Project Criteria Solely for Economic 
Support Fund 
a. FMAILe.5a31al. Will this a-sistance Yes,support promote ec'naoiTc or political stability? 

this project will provide capital,technical andTo the extent possible, does it reflect the training assistance to
 
policy directions of section 102? 

pranote econnmic stability in rural
 
areas. 

b. EMS 
 533. Will assistance under
this chapter b-u-e-' for military, or 
 No.
paramilitary activities?
 


