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a. Source ancé 0rigin of Goods ang Serv.ces

Gunas anc servicers financed by AIL under the Grant shzll have thelr
source and QArigin in countr.es included in AID Geographic Coge 941 or
i:, Haiti, except as AID may otherwise agree in writing. Ocean
shipping financed by AID under the Grant snall, except as AID may
otherwise agree 1n writing, Dbe financ-G only on flag vessels of
countries included in AID Geographic code 94) or an Haitd,

L Conditions Precedent to Initial Dicrorsenent

p-inr to any disbursement, Or the 1550ince of any conmitment
¢ ~uments under the project Agreement, “ne GOH shall, except as RID
m.y otherwice agree 1n wratang, furnish tc AID, in form and substance
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(11i) BEvidence tnat & hational Director of Disaster Prepzredness
has been sppointed, for the dicister prepzredness cumponent of
the Proiect,

c. Conditini lrecedent to Dissursepent fo- ©-onnical Aesistance

Prior to any d:sbursement, of <tne icc.zpce of any cormitment
documents under the Project karecmert, to finance technicel
assistance services, the GO schall, excezt zs AID shall otheruwice
agree ir writing, furnish to AID, .n for:.. ..} cubstznce catielizntory
to RID, scopes of work for szi¢ services if

counterpart personnel,

[ &

d. Covenants

Tne GOH srzll covenant that, unless AID otlerwise agrees in writing,
it will
(1) recruit and maintain sufficient cual:fiec personnel &t all
levels required to carry out the nujectives nof the Project
effectively;
(21 continve to use the Joint Project Implementation Plar

Syst2r. or other mutually agreed-upon rethod to monitor the
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prc.ect systematically; and
(1il) provide - adecuate budgetary support for  all Project

activities, and provide such other resources ac are necesszry to
carry out the project.
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L. REQUMMENDAT [0 AND SUMMARY

A. Racamendation

Pursuant to review and approval of the proposed Technical Consultants and
Training Project by tiw USALD/Haiti Mission Project Review Committee, it
{s recompended thwt the Misslon Director approwe the project described
herein for a total cost to AID of $1,000,000 in CBL ESF grant funding

over a two-year period.

B. Summary of Project Rationale

Halti, the poorest country {n the Western Hemisphere, suffers from a
variety of resource constralnts, among the most important of which is the
lack of public sector {astitutional capacity to implement its developaoent
program. Under the terms of the Caribbean Basin Initiative (CBL), for
which the economic aid portica was recently approved by the Corpress,
Haiti will receive $10 million in grant funds. Of this aosount, 90% has
been  programoed for the private sector and private voluntary
organisations (PVOs). Te remalnder of the funds, which have been
programmed under the present pruject, are to be allocated to those pablic
sector institutlons whose activities directly affect the operations and
efficlency of the Haltian private sector.

The project uims at upgrading the capabllities of various ministries
(most notably the Secretariat of State for Fimance and Economic Affairs,
which administers the custams and tax regulations of the Government) to
perform the funtions stal to a healthy .and progressive economy . The
Project focuses upon both the revenue generation and the resource
programuing functlons in support of private soctor activity.

C. Summary of Projuct Description

In order to accagplish these objectives, the project will undertake the
following:

- Improvement of customs adoinlstration procedures, including technical

assistance in  the reform of customs legislation, streamlining
ru&t)xlatiom. and  tralning  of  cuitans personnel  (estimated at
$480,000)

- lpprovement of  tax adalnistration throwh multiple-level training
with the GO tix service to increase nuditing and accounting cupacity
(est. $250,000).

- Technical assistance in establishing a projoect planning, monitoring,
and cvaluation capability within che Mintstry of Plan (SEP) and in
evaluation unlts of selacted Hne mintstries (est. $20,000).

- Seweral studies Lo support ot the progriul of the GOl Offfce of
Exportable Commoditics (WRODEX) and/or the Minlstry of Flnunce and
bconamle  Attatrs, desipned  to fdentlfy and  promote ngricultural
production opportumities tor export andfor to provide otlwr ecommlic
consultant scervices almd at {mproving thw oxport and  invesooent
elimate of the country (eat. $28,000).



- Provision to the COH of an expert tn disaster preparedness ($35,000).
The total two-year LOP funding, with the addiclon of $7,000 for an
end-of -project evaluation, is $1,000.000. The bulk of the planned
assistarce is for the Minlstry of Finance in customs and tax improvement.

D. Project Preparation and Review

The following AID personnel were significantly inwolved in the
development of this project:

- David Adams, Project Dewvelopment Ofticer, USALD/Haitl

- Derick W. Brinkerhoff, Management Specinlist, ALD/W, ST/MD

- Richard Byess, DRE, USAID/Halcel

- Nico Gharcy, OFA, USALD/Halcl

- Phyllis Dichter, D/DIR, USAID/Haitl

- James Hester, hief Envirommeatal Officer, LAC Bureau, ALD/W

- Harlan M. lolgood, Dlrector-Chaimman, Projoect Review Comnittee,
USALD/Haftl

- Nicole Jean Mary, DRE, USALD/Halti

- Shirley Pryor, OEA, USALD/Haitl

- Willimm Stacy Knodes, Quef, DRE, USAID/ Haicl

- James Walker, OFEA, USAID/Haficd

Noa-AID personnel instrumental in the development of the project include:
- Kenneth Stacey, Consultant on taxation and customs reform

The following (OH personnel were lnvolved in the project development
process:

- Albert Boyer, Directeur Général, Atministration Générale des Douanes,
Secrotariat d'Etat des Floances et des Affalres Economiques

- Gérurd Dorcely, Comissaire Général, Comnlssariat National 4 la
Réforme Administrative et de la Fooctlon Publique

- Odooel Fenestor, Directeur Géoéral, Service des Recettes Internes,
Secrétariat d'Etat des Floances et des Affaires tconamiques

- Yves Joeé, Dlrecteur Géntral, Secrétariat d'Etat des Fiouces et des
Affalres Economiques

- Plerre  Mathuaring,  Dirceteur Gondéral de  la Division Contrdle et
Evaluation, S

- Frantz ‘Wwnveron, Swerdétafre d'Etat des  Fimnces ot des Affalres
Econamiques

- Yves Salntil, Directeur Géncral, GPRODEX

- Claude Well, Swerétaire d'Etat du Plan

Socretarial assistance was provided by:

- Mireille Peloux
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II. PROJECT BAXGROUND AND RATIONALK

A. Project Background.

Poverty in tHaiti. Haiel 1is the poorest country in the Western
Homlopherc, ~ith a per capita incame of only $260 (1982 IBRD estimate).
The causes of poverty 1n thiiti are diverse, and stem in part from a
seriously eroding natural resource base, severe overpopulation and
declining agricultural production. The rural population is significantly
poorer than urban residents; the World Bank estimates that per capita
incae in Port-au-Prince is ten times thut of rural areas.

Rural-to-urtan algration is on the focrease as people seck opportunities
to Loprove their livigg standards  in the  proviecial capitals and
Port-au-Prince. Growing fragmentatton of landholdings, lack of off-farm
anployment, and ainimal  social services have fueled this migretion.
Despite  population tlows, however, Hatet {s  and will  remaln a
predaminantly  rural  and agricultural country. The  chtullenge  to
overvaning poverty In Haitl lies in secklng solutions to the fntertwined
mix of rural and urban, agricultural and {odustrial, physical and
socio-political problams confronting the country.

The United States hes a clear and well-documented interest in the
lorg-term developoent of Halei. This interest hias political, cconomic,
and humanitarian dimensions.  The US and other donor countries anad
aencles have bepun a serious etffort aimed at alding the governmment of
Haiti (QOH) to put in place an equitable aond sustainable development
program. AID provides assistance to the private and public sectors of
Haiti, {n the formm of capital essistance, rechnical assistance and
training.

The Caribbean Basin Initiatiwve. The President's  Carlbbean  Basin
Tnltlatiw, ol whlch the Forelgn Assistmce camponeat was  approved by
Corgress 1n Septarber, 1982, repredents a mediun-teno effort to address
the current econmmic and political difficultics of the countries of the
Caribbean Basin and Central America.  Of the $35 million {n Econanic
Support Funds approved for this assistance, Hattl has been designated to
receive $10 miliion in grant funds. ‘The strateyy for the appllcation of
this assistance {n Haltl was elaborated {n a series of exchanges between
the Mission and AID/W (see sumary in Port au Prince 3546, Annex B). The
strategy recognizes the Corgress's desire that the bulk of the assistance
be mde available to the private sector and to non=govermmental voluntary
organizations.

A further objictive ot tnhe CBl is the prasotion of vigorous and healtiy
cconmic activity in the reglon, particularly through supporting the
cquitable functioning of free market cconomies.  In Hailtl, the dynamism
of the private scctor has been repeatedly damonstrated, and is supported
by a vartety of Mission activicies, most ootably the funding of the
Developoent Floanee Corporation, a CBI-funded project which is currently
in the carly phue of lmplapentation.

Constraints to Development. Efforts at pranoting development through ald
to the private soctor In Halel, hosewver, are eventunlly constrained by
the Govertment's fLmwabllity to adulnister programd necessary for the
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proper and efficient functioning of the Haitian economy. The Mission has
lorg been aware of these constralots, and owver the past year and a half
has undertaken a serles of studies and discusslions aimed at Llmproving tle
{nvestoent and operating climate of the Haltiao cconomic  enviroament.
Examples of these are:

- the analysis prepared during spring 1982 by a tax and customs
adninistration temn, which recommended a multlyear effort aimed at
upgrading the QUl's ability to adninister lncome, property, and other
taxes. The report further recomnended a training program for custams
agents to upgrade thelr abilities to collact custams dutles.

- a series of discussions with officials of the Ministry of Plan (SEP)
cocerning a tralning program for OO Minlstry and regional
representatives in the flelds of project design, adoinistration, and
ovaluation. Further activities were syggested in the area of reform
of the civil service systam and in personne]l  manggement.  These
discussions were based on the recammendations of the administrative
reform tem's report done in fall 1981.

- a study, currently underway, of the tHaltian coffee market and of the
possibilities for GOH reforms in this sector.

- a proposul to provide suyport  to the OO in lwmplasenting  its
recently -enacted adninistratiwe reform law. Further support has been
requested for the reglonalisation and decentralisation initiatives,
also recently eoacted.

- a serles of studles {n disaster preparedoess and assistance in the
formulation of a natlonal disaster preparedness plan.

The constraints addressed by the above AlD-supported activitles all
affect the private swctor in Halei, which tequires o stable and
dependable  govermmental {nfrastructure in which to operate. Foremost
amory, the prublems clted by entrepreneurs {tn Haitl a3 a constraint to
{nvestment or expansion of  omgolig enterprlses 1 the confusing, and
often poorly enforced, Heltiun legal and flscal system.  Reform and
upgrading of basic public sector services 1u urgently neceded Lf the
private scctor in Haitl Is to reallze  Lts  potential  to generate
aployment and increase per capita Locome.

The COH is currently handlicapped by a sewere balance of payments crisis,
as a result of Jilch they have ncgotiated with the IMF for a standby loan
of same $38 milllon. To obtaln thls agreement, the GOl was required to
reduce its  dewelopment  budget  expenditures  severely (see  Economic
Analysis soction below). One consequence of this arrangasent is that the
oo 1s finding 1t more difficult than ewr before to finance the
developoent needs of the country, and 18 running critically short of
sources of revenue. One of the major sources of rewenue to the GOH is
customs leviesi; howewr, the customi  aggents and  functionaries  whosge
rusponsibility 1t is to apply cwitant regulatbon are poorly trafned and
poorly equipped for the tik.

Basle Problom: Weak lastltutlonal ()ugu:l_tﬁ. e majority of Haltl's
(

Sevelopoent  comstralntn ~Tnvolve,  elther rectly or Indireetly, weak



{nstitutional capacity in the pul'lic sector. As highlighted abowe, this
i{n turn affects private sector ca acity. Especlally crucial Ls the GOH's
{nability both to generate revenue to finance development and to program
funds effectively for develuopment purposes. This results in: a) an
inadequate fiscal base as large amounts of public revenues are lost
throgh the inefficiency of tac and custons administration, and b)
{nefflcient or ineftective allocation of available fiads throgh faulty,
uncoordinated project planning and management.

Effective institutiomal capacity derives frum a cambination of trained
people, appropriate organizational structures and procedures, and
sufficient resources. Deficiencies in any one of these elements affects
the abllity of the others to contribute to inmstitutional operation, and
consequently reduces capacity. Thowgh scarce resources are a problem,
the Haitlan public suctor suffers particularly from a lack of
well-trained manpower, and of well-designed organizationnl procedures.
Relieving constraints to development in Halti requires attention to these
crucial elements of bullding t{natitutional capacicy.

B. Project Rationale.

Relationship to the Private Sector. Long-tern growth of Haitl's private
sector Is o requlrement for the sustained improvement of the country's
econamy. The industrial base being established in Port-au-Prince must be

d to other geographic areas, especially the reglonal growth poles
of Cap-Haitien, Gonaiwwes and Les Cayes. But in order for this to occur,
incentives, basic services, and appropriate {nfrastrnucture must be
developed in these areas. Much g already belng done in this regard with
respect to physical {nfrastructure throwgh the projects of AID, IBRD, and
IDB. Howewer, the further development of institutional infrastructure
for the management of public resources {s crucial.

The private sector has moved in a dynmmic fashion to dewelop trade and
{ndustrlal Lostitutions that represent their i{uterests and philotopty
while the gowernment scoms to have increasingly realized the limitations
of seckirg to prumte economic development sirgle-handedly.  This
{ncreased self-confidence of the private sector in conjunction with the
overmoent's apperent conclusion that it cannot by ftuelf bring about
significant growta of the cconomy has resulted {n an increaiing GOH
interest in private enterprise.  The need to alleviate the massiwe
unemployment  and  poverty  of Port-au-Prince's rapldly growlng urban
population has led the G to secarch, sametimes heasftantly, for arcas of
collaboration with the buiiness comounity.

For this collaburation to be frultful, towewer, several actions are
requind.  The QOH woust facllitate the expaniion of private soector
activity throwh rationl texation policles, fmprovd  tix and  custand
adninistration, export Incentives and  incveasingly decentralizaed
gervices. Not only will a rationallized, cffoctively adoinistered tax and
custom: systam {ncrease loveator confidencu, but {t will help to flamee
public sector development projucts o rural arcas. A reversal  of
resourve flows {rom provincial to urban areas and a reduction of thwr Lo
of rownue due to the avoldance of custom dutien and taxes arve critical
nocessities for the development of Haltl. The need for roform of the
system haa not became espy wally critical becawie of the gative vffocts

1
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on counterpart project financing resulting from the GOH austerity program
under the IMF Agreement. Improved managament of increasirgly lmted
resources for the public sector is, therefore, particularly important at
this juncture.

The inefficiencies and inequities of the present GOH fiscal process can
be seen to stem from a three-part systematic disorder. First, the
Ministry of Finance suffers from an inadequate revenue collection
capabili.:{. This results i{n unfair and unevenly applied taxes and
customs levies, and in a g:olifcrlclon of smggling and contraband
accivicies. Second, due to shortfall in critically needed revenues,
the GOH {s not i{n a position to invest in the services and infrastructure
ru for the sustained advancement of the economy. Finally, the
Government does not have a clearly-defined process to identify prioricies
and et programs accordirgly, nor to monitor nor evaluate the results

of {ts investments.

Most Haitian national goverrmental {institutions responsible for the
lanning and management of sccial and economic devel t programs have

{n a constant state of rebuilding since 1973, and continue to
require substantial outside expertise and support. The development line
ainiscries, 1L.e., riculture, Public Health and Population,
Transportation and Public Works, and agencies subsused under these
ainistries suffer from similar organizational flaws, financial problems
and irgrained inefficient practices. Those few private institutions that
possess any coordinating or sector-wide planniry capablility tend to have
a ligible ability to fulflll the overall investment and development
requirements of the Haitlan private suctor.

At present, the annual and oedium-term plans of the development
ainistries consist of litcle more than a listirg of projects, many of
vhich are never fully conceptualized, let alone funded or implemented.
Project design and analysis skills are insufficlent, Most projects
eventually lemented are still developed by extermnal donor
ﬂmutm or by advisors connected with the donors. Reinforcement

support of the pockets of competence in the Minlatry of Plan (SEP)
and the planning divisions of the principal development ministrics is a
sine qua non of further dewwlopment in Halti.

The strategy of the proposed project, then, is to address the abowve
concerns throwgh provision of technical assistance and training to those
GOH development agencies whose functions impact upon the productivity of
the private sector. The project will bulld on technical assistance
already provided the GOH by USAID, wiich flelded short-term Coaas for tax
and customs adainistration improvement, adainistrative reform, and for
the devel t of a food sector strategy. The project will undertake
several {tional studies, and will pursue the implementation of
selected recomendations of these teans.

Ralntlom%q to (8S and GOH Prioricies, The project will advance
8 p t r at lergth in the FY 1984 Q6S. The
primary sectoral strategy objective which will be addreased by the

E‘mjct {s the increased development of avallable human resources.
cas-sectoral strateglc objectives which will be advanced include: (a)

strengthening of development {natitutions; (b) Lsproved joint management




HE ULS. dewelopment resources; (€) approprlate ceonanle und soelul poliey
reform; and (d) privace vaterprise developeoent,

The latter objective focuses on the need to stimulate increased private
{nvestoent in Haiti and is ctargeted ac stimulacing employment-generating
industrial and agro-induscrial growth, especially in provincial towns.
The Mission belleves that key private sector institutions must be
strengthenad  in  order to mobilize domestic and foreign private
{nvestment. The bulk of tne Mission's ESF allacation through the CBI is
directed at supporting the establistment or strengthening of development
flnancing institutions cto stimulate and channel investment in
labor-Latensive encerprises or agro-industries. The technical support to
be provided under the project {s designed to aisure the complementarity
of ?Ubte{.: sector policles and programs with these private sector
activities.

™he OOH's economic developoent sctrategy and priorities are based upon the
apparent conviction that, in onder promote effective socio-economic
development, econcmic policies should be formulated to support the

lon of a free aarket econamy. In such a system, the private sector
should play the dominant role in induscrialization and take
responsibility for production of the majority of goods and services. It
is the intention of the COH ro carry out this strategy through the
following infciacives:

1. the construction of infrastructure required for the growth of
aarketable agricultural production;

2, the promotion and establishment of manufacturing enterprises
throwghout the country;

3,  encouragement and support of private iniciacive throwgh new
credit policies and a coherent budget policy; and

4, assuring racional adainistracion of external ald and cooperation
{n order to realize maximm benefit.
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LII. DETAILED PROJECT DESCRIPTION
A. Goal and Purpose.

The long-term goal of the project is the creation of a sustainable
lorg-term economic development process in Haiti, particularly in regions
outside Port-au-Prince. The purpose is to improve the capability of
Haitian public sector to attract and support private sector investment,
and to design and implement viable development programs and projects.

B. Puulect Strategy

The strategy wderlying the Technical Consultants and Training Project
incorporates mew knowledge pained by the Agency in two important areas:
a) project implomentr~ion, and b) {nstitutionnl capacity-building. Each
of these has influenced the project's design.

The lessons of research and experience have demonstrated the pitfails of
using capital assistance/construction project design and implementation
models for technical assistance projects. Effective implementation
requires modification of intended action in the face of changing
circumstances. This emphasizes a continuous cycle of adaptation and
redesign during implementation with a focus on the project purpose

Another lesson learned is that though the flow of discrete documents may
suggest that project design 1is separate from implementation, the
distinction {s more apparent than rcal. Pre-Project Paper (PP) activity
differs from post-PP activity mainly in level of effort, throughout the
process the project's goal and purpose remain the same.

How have these lessons been lncorporated into the project's strategy? In
a real semse, this project b?an when the Mission undertook studies in
the arcas of adminlstrative reform, food sector strategy, and customs/tar
administration. The USAID-Gt discussions that led to those studies,
plus the subsequent interaction based on the studies' recommndations,
represent iterative steps toward the purpose stated in Secticn III A
above. This Project Paper lays out a set of plamed actions, each
arrived at 1in cloie collaboration with the relevant GOH entities,
designed to achiew: the project's purpose. The Mission fully expects,
however,  to  moxdify  sox  of these acticns during the two-year
l{fe-of -project. With the fluldity that characterizes the G
Ministries' operating wmode, a redesign-during-implementation approach is
crucial to projoct success.

The project incorporates new knowledge about capacity-bullding in the
following ways. Training i3 most effective when {t i1s targeted on
specific Job-related skills, fintegrated into on-going operations, and
designed to be ashort-term and non-degree. All training to be done under
this project sahores these features. Also, tralnlrg contributes most
effectively to capacity-bullding when it ‘s applicd as one element in an
orgonizational change interwvention, rather than by {tself. In each of
the projoct camponents, traloing in desiyned to accompany either plannod
or already enacted changes Ln policy, organizational natructures and
prozodures .

4



C. Project Components.

The project consists of five discrete but closely related components,
each of which comprises technical assistance and training for public
sector officials with either policy or management responsibilities. Each
of the five segments of the project is discussed in turn.

1. Custams Administration Improvement

The customs camponent of the project is designed to increase the GOH's
ability to monitor commodity flows across its borders, to assess custams
duties fairly and effectively, and through this process to aid in
supplying the revenues necessary for public investment.

USAID/Haiti has financed thiee studies to assess possibilities for
Mission ~ssistance in tax and customs reform. These studies were done in
close collaboration with personnel of the Ministry of Finance (MOF) .
Based on the results of these reports, the Mission entered into
discussions with the Director General of the Ministry of Flonance and
together chose four priority areas for asgistance:

- Control of Franchised Goods. This project activity will establish a
system of customs control over goods conditionally allowed duty-free
or duty-reduced importation to prevent their diversion to illegal
use. The Customs Service has already begun a program aimed at closer
monicoring and control of franchised goods, an area widely believed
to be abused at present. This is explained in part by the fact that
the control of franchised goods involves the participation of several
different Ministries, with little coordination of effort. Technical
assistance will help the MOF to develop the franchised goods control
syscem, and to work with the other Ministries iovolved to shift

responsibility for the control of these goods entirely Zo the Qustoms

Service.

- Extension of Valuation Control. This project activity will
re-organize the work of the Valuation Section so that the information
collected at present can be better utilised in detecting and
correcting uider-declared values of  imported goods . The
under-valuation of imports is believed to be widespread, and results
{n part from agents being poorly trained and supervised in applying
valuation criteria. An example of this problem is the Lmport of a
lwcury good which, for some reason, {s declared to be for industrial
use and therefore benefits from a lower tarlff category. Technical
assistw.ce will help establish a permanent customs training ram
for these agents, design and test a course curriculum, and will set
w a monitoring and supervision system to reduce the number of
undervalued imports.

- Egtablishnent of a Custams Inspection Service. Project-financed
SOrs W WOrK W to develop a regulation assigning

forr officers full-time to customs inspection responsibilities. At
present, the Fiscal Inspection Service of the Ministry of Finance is
partly responsible for the duties of custams inspection; however, it
carrles out this function only intermittently. In addition to having
the responsibility of customs inspection, these officers will be in a
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position to analyze stetistical trends analysis in commerce and duty
collection, often a good indicator of unscrupulous activity.

- Uygradi of Post-Audit Procedures. Project assistance will be
p: to current post-audit procedures. These are
cumbersome and irolve a larnger number of personnel than is necessary
for manifest cancelling. Certain forms currently employed (e.g.,
bordereaux and consular invoices) need to be eliminated, allowing the
manifest to became the key coatrol document for the monitoring of
ships' arrivals. This element of the project, in particular,
conforms to the Minister's desire to undertake actions designed to
{ncrease revenue generation as quickly and directly as possible.

The customs administration improvement component of the project will be
implemented by a technical assistance team of three persons. A customs
administration generalist will serve as team leader to coordinate the
various activities planned under this project caomponent. His role is a
plvotal one, as he will also serve as the key individual for the tax
administration cogponent of the project described below. A training
advisor will assist the Customs Service to set up the customs school and
to design an appropriate curriculun. A legal advisor will aid the MOF in
drafting of enabling legislation for customs reform. All team members
should be qualified in French at the S-3+ level or better, and should
have experience with LDC customs mansgement.

Besides technical assistance, this project component provides advanced
customs training for up to six GOH Customs Service personnel at the
customs schools at Hofstra University and Neuilly, France. Candidates
will be selected by the MOF with USAID approval. Also, supplies for the
customs school to be established in Haiti will be purchased. Additional
details on this project component are found in Table 1.

During the PID review of this project in AID/W, comcern was expressed
that the training of customs officials may be in contravention of Section
660 of the FAA, which proscribes US assistance to law enforcement
agencies. In fact, the Customs Administration has no law enforcement
mandate or responsibility, and no such training or advisory services will
be provided. The Mission sent a cable describirng the proposed project
activities to Washington for an opinion by the General Counsel's office,
and received clearance to proceed (see Annex 1.)
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Table I. Customs Administration Improvement Component:
— HMnanclal Plan

Quantity Cost
Element Description (man-mos . ) ($000)
Technical Assistance  Training Advisor 18 $180.0
Customs Generalist 20 20.0
Customs Advisor (legal reform) 6 60.0
(Subtotal, technical assistance) (440.0)
Training Customs officials to Hofstra
(up to three individuals) 4.5 15.3
Training
Customs officials to Neuilly
(up to three individuals) 4.5 17.0
(Subtotal, Trainin) (32.3)
Commodities Custams school supplies various 7.7
(Subtotal, Commodities) (7.7)
Total 480.0
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2. Tax Administration Improvement

Besides the GOH customs system, the USAID-financed studies mentioned
above exmmined the tax system and provided recommendations for
{mprovement. Personal and corpcrate income in Haiti is estimated to be
severely underveported, coantributing to the treasury's shortfall in
meeting govermment expenses. In addition, property tax collection is
underenforced.

This project component strengthens the Service des Recettes Intérieures
(SRI), the counterpart agency to the US Internal Revenue Service. The
SRI provides a cambination of in-country training for auditors,
accountants, and assessors; and US training for senior level tax
personnel. The followirg elements make up this camponent:

- }'%er Audit Training. Four advisors will train 75 SRI accountants
and/or advanced auditirg procedures. The course will last
for three months.
- Tax Administration Training. Four SRI senior personnel will attend
the IRS INIAX course in Efg US. This course lasts eight months.
- Property Tax Assessment. One advisor will provide training for up to
X) assessors during a two month-period.

- Manufacturers' Excise Tax. One advisor will train five accountants
mon u excise tax auditing procedures.

- Alcohol, Tobacco, and Gasoline Tax. One advisor will train ten
Insp.ctors In tax compliance procedures for one month.

The implementation of these various tax training programs will be
conducted by a US institution with experience in LDC fiscal policy course
design and training metiwds, plus appropriate language skills. This
projact component involves an intensive training effort within a simgle
orgunlzation and reaches personnel at different levels of the SRI
hierarchy; for this reason, Mission personnel beliceve that it will have a
strong probability of modifying future tax policy as well as making
existing tax legislation more efficient.

As explained above, the tax adninistracion component of the project
should be viewed as a subcamponent of a larger program of assistance to
the Ministry in both the tax and customs fields. The responsibility for
implementation of the tax component is therefore that of the same team
leader mentioned in the customs administration camponent. Only ia this
way can a concerted effort be mounted on both the customs and tax fronts

simultaneously.

Table II below displays more details on the tax adninistration
improvement component.
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Table II. Tax Administration Improvement Component:

Financlal Plan
Quantity Cost
Element Description  (person-mos) ($000)
Technical
Assistance
Taxpayer Audit Advisors (4) 12 $144.0
Property Tax Expert (1) 2 2%.0
Excise Tax Advisor (1) 3 36.0
Tax Compliance Advisor (1) ) 12
(Subtotal, technical assistance)
Training

SRI senior personnel to INTAX 32 | 34.0
(Subtotal, training)

Total

(216.0)

(34.0)

$250.0



3. Project Planning, Monitoring, aud Evaluation

Capacity to program effectively avallable development resources is a
high-priority GOH need. During the course of project preparation,
USAID-GOH discussion centered on the nced to strengthen the Ministry of
Plan's (SEP) ability to monitor and evaluate the various line ministries'
project portfolios. This ability is needed both to improve management of
existing projects and to plan better future projects.

SEP officials are aware of the need o improve GIH project performance,
and already have a projeci monitoring process based upon reporting forms
submitted by the line ministries. These forms contain elements
resembling AID's logical framework and USAID/Haiti's JPIP system.
However, the SEP acknowledges that the system has been less than fully
successful and is searching for means to rectify the situation.

This project compouent will provide technical assistarce to the SEP's
Division d'Evaluation et Contrdle (DEC), where responsibility for
monitoring and evaluation lies, in order to build that unit's capacity
to: a) monitor and evaluate GOH development projects in a way that
improves the SEP's abllity to plan the use of the GOH development budget
effectively, and b) serve as a resource to other GOH ministries in
project management improvement. Similar assistance may also be provided
to the SEP's Division de Coopération Externe, which is responsible for
the coordination of donor activities and GOH programs. The following
activities are planned:

- Design of a Project Monitoring System. This activity will entall a
conblnation of needs assessment, study of the existing system and
previously tried solutions, management information system (MIS)
design and testirg. It is important that the system devised respond
both to the SEP's needs and those of the other ministries whose
personnel must furnish the information for the systza to operate.
Design will be done in a team mode with selected DEC personnel so as
to build the Division's capacity to managr the system and adapt it to
charging needs over time.

- Devel t of a Project Audit Capability. This activity complements
. e pr ta base for evaluation and
management |{wprovement, DEC needs to be able to perform management
audits and diasgnoses omce problem areas have been flagged by the
system. The DEC team will recelve technical eisistance to bulld its
capacity to do such audits and dlagnoses.

- Project Management Training. This activity encompasses a two-phase
tralning progran to bulld selected GOH personnel sgkills in project
management, with an aophasis on monltoring and evaluation. Training
will be a mix of on-the-job and short semlnars or workshops.
Training coatent will incorpo ate use of the MLS described abova.
The first phase will be for DEC personnel; much of this will be
oa-the-job training. The second phase will be for selected line
ministry personnel with project wmonitorirg and/or management
responsibilities.
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These interventions are proposed at a propitious time, as the GOH has
recently passed two sweepiing public-sector reorganization measures: the
Regionalization and Decentralization Law, and the Administrative Refora
law. The GOH has prepared a proposed plan of action for the
implementation of these measures, and the technical assistance provided
under this project will afford the SIP the opportunity to integrate “lw
MIS into the new administrative system.

The Mission considers that technical assistance to the SEP can best be
furnished by placirg a long-term advisor in the DEC for a year. The
advisor will be supplemented periodically by short-term expertise in

icular fields, depending upon DEC need and the skills of the
individual selected. Likely filelds include management training,
financial analysis, or microcomputer applications. The person chosen as
long-term advisor should be a management specialist with particular
skills in moonitoring and evaluation. Ability to conduct training
workshops is also desirable. Advanced French larguage skills and LDC
experience are required. Table IIL provides financial details on this

project camponent.

4. FEcoonomic Studies.

The GOH has repeatedly requested that AID provide funds for a variety of
studles almed at improving the Govermment's ability to target its
investments in a productive and dynamic manner. Among the types of
requests perding are studies of exportable commodities, assistance to the
MOF in undertaking economic analyses itself, and various specific studies
related to agricultural marketing.

This component of the project will establish a fund designed to give the
Mission the capability to respond to specific requests for such
assistance in a timely fashion. $20 thousand will be set aside for this
purpose. Examples of the types of studies likely to be funded from this

component are the follardng:

- explorations of the potential for the expansion of exports of tree
crops and other commodities;

- a study of the impact of the AID-funded Small Farmer Marketing
Project on the incomes of small coffee producers;

-a study of the requirements for improvement in the promotion,
marketing and standardising of coffee for nonconventional exporters;
and

- a study of the MOF's Office of Economic Affairs, the branch of the
Ministry wnich undertakes macroeconomic and microeconomic studies of
il activities.

The oumber of studies to be funded under this camponent is of necessity
small, but the activities will be carefully selected with an eye to
gaining the maximum possible impact from each study. Although it is not
possible to specify the exact coatent of the studies at this time, due to
the constantly charging requirements of the G, it is likely that at
least one of the beneficiary agencies will be OPRODEX, the office of



Table III. Project Planni Monitorl
and Fvaluation Component : knancﬁ[ F?an

Quantity
Element Description (person-mos )
Technical
Assistance
Management Advisor 12

Training

Short-term exparts;
various 4

(Subtotal, technical assistance)

Management Seminar 2,25
(Subtotal, training)

Total

Cost

(9000)

$125.0

48.0

27.0

(173.0)

( 27.0)

$200.0



=17~

ctable comnodities. A brief institutional analysis of OPRODEX is
therefore included in that section.

5. Disaster Preparedness Assistance.

Based on the recommendations of a USAID-financed disaster preparedness
tean, the GOH has decided to establish an office of Disaster
Coordination. A Disaster Coordinator has been appointed to work out the
particulars of setting p this office. The Mission provided short-term
technical assistance to the coordinator in fall 1982. In the interests
of continuing to assist the GOH in planning and managing disaster
preparedness and response, including integrating disaster activities of
non-govermuental organizations and the donor community, this project
component provides the services of the same expert for a ten-month period.

The counsultant will assist the GOH to finalize its disaster preparedness,
mitigation and response program. He will assist in 1identifying
persomel,, equipment and material required for effective implementation
of the program. In so doirg, he will make recommendations to AID
concerning possible assistance in the provision of items such as
cammmications or logistics equipment and/or specific technical
services. In addition to his advisory gservices to the GOH, the
comsultant will serve as regional disaster advisor to other Caribbean
countries and to USAID/Haiti. Funding for these scrvices will be shared
under this project ($35,000) and AID's Office of Foreign Disaster
Assistance in Washington (:535,(!)0).

C. Project Inputs and Outputs

AID will provide $1,000,000 in grant funds to the GOH over the .ife of
the project. These funds will be used to finance three types of imputs:

- technical assistance, both long- and short-term ($776,000);
- training, long- and short-term ($322,300); and
- comodities (37,700, for classroom materials).

Under the customs and tax camponents of the project, 50 line ministry
officials will be trained, and 144 tax officials will participate in
short-term and long-term courses in a variety of fields.

The GOH contribution will take the form of personnel salaries, use of
vehicles, equipment and classroom bulldings, and is calculated to equal
$571,000, as is shown in Table IV.

The expected outputs of the pcoject, as reflected in the logframe (Annex
E) are as follows:

- an increased revenue—collection capability within the Hinistry of
Flnance, both in the customs and tux areas. This will result in an
improved capability to administer customs and tax regulations, and in
the increased avallability of funds for public sector {nvestment

projects;

- an improved project monitorirg and tracklng capability within the
Ministry of Plan, including the fnstallation of a management
{nformation system (MIS) and an incrensed capacity to {dentity and



design development projects;

- an improved understanding of the agricultural export sector, through
the provision of selected, targeted studies; and

- an established and fully functional office of disaster preparedness.
Each of these areas represents a high priority for the concerned GOH
agercy , which have participated at all levels of project design.

D. Beneficlaries.

The primary beneficiaries of the project, at least in the short temm,
will be the public sector officials who participate in the seminars and
tralnlg courses offered under the project. However, the longer-term
benefits of the project are certain to flow to a variety of other
individuals and institutions.

Within the Ministry of Finance, an estimated 144 persons will receive
short-cerm, non-degree training in a variety of disciplines. The
technical assistance provided in the tax and customs fields will provide
the Ministry with the requisite expertise to carry through the proposed
program of revenue generation described in this paper. In addition, four
senlor officials will recelve training in the United States through the
IRS and Hofstra University, and two more senior individuals in Neuilly,

Frarce.

In the Ministry of Plan, approximately 50 persons will participate in the
Management Seminar to be organised under the auspices of the DEC, and
will receive training in personnel management, fiscal coatrol, and
revised project monitoring and auditing techniques. One half of these
persons will be attached to ministries outside that of Plan.

The project has been designed to be of benefit to the private sector--to
entrepreneurs and lovestors whose daily operations are affected by the
laws and regulations of the Govermment of Haiti, as enforced by public
sector officials. Thelr benefits will derive from increased efficlency
and quality of public sector activities which have a direct impact upon
the daily functioning of private sector 1nstitutions.

24
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Table V : Summary Financial Plan

Description

Qustoms Reform

Tax Administration
(subtotal)

Prc -anagement
Exportable cammodities
Disaster Preparedness

(subtotal)
Evaluition

TOTAL

Total

(3000)

480.0
250.0

20.0

28.0
35.0

7.0

(730.0)

( 93.0)

1,000.0
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Iv. PRQJECT ANALYSES
A. Institutional Analyses

Mindstry of Fluance. The principal institutional beneficlary of the
proJect 1a  th: Secrétariat d'Etat des Floances et des Ay falres
Economiques, o of the fifteen Secrétariats of tiwe Q. Undur the
Administrative Reform Law of October 28, 1982, the Secrétariat has the
responsibility of flnancial and fiscal affalrs, Iincluding tche
adninistration of tax and customs.

The Ministry of Floance {s the umbrella agency for a varlety of burcaus,
divided for functional reasons into 'internal' and ''extermal®' offices.
Anocy, the {nternal bureaus are the Office of the Director, the Office of
the Treasury, and the Public Revenue Service. There ls a legal office
(the Juridical Affalrs Office) and the audit service (Ins%‘tlonz.
Furthermore, the office of Pensionn is attached to the {nterna on
within the Ministry.

The Office of Econamic Affalrs, whose responsibilities floclule the
caspilation of econamic statistics and the undertaking of aonomic
studles, is a part of the internal division of the Ministry. It is this
of fice which may serve as the recipient of funding fron this project for
short-term tochnical asslstance for the purpose of {dentifylng tralning
and organisatiocaal requirements.

There are fiwe '"external services attached to the Minlstry as well,
amorg which are the owo principal beneficlarles of this pro%u:c: the
Customs Service and the Service des Recettes Intéricures (SRI, the
counterpart of the US Intermal Revenue Service). Althowh these are
classified as external services, they fall under the direction of the
Minlster and the Director General, and are physically located in the same
bullding.

The Ministry s also the pareat department of the Superior Court of
Accounts, the Natlional Flaancial Admlinistration school (ENAF), and the
budget office.

Ministrs of Plun. The Ministry of Plan (SEP) was citablished in 1978 as
the suwceisor to the Natloaal Council of Dewvelopment and Plannirg. The
SEP (s currently organized in nlne major units. ‘They are the Office of
the Socretary of Plan, the Director General, the Adminilstrative
Mroctorate, and six Technical Divisions. Sewveral unlts are attached to
the SHP: thwe Statisties and Information Instlitute, the Institute for the
Preservation of the National Heritage, the Food and Hutrition Planning
Unit, the Natfonal Bureau of Technology, i the Favironmental and
Eroslon Contrul Couwcll.

The mission of Uw SEP is to establish GOH objectives and prioritics for
go:lal, oonomic, and reglonal dewelopment; and to prepare lotg  and
short-term nat{onal pland to achieve these objeetivei.  To this end, the
SEP provides tochnical anslatance in planning, dJdesign and cvaluation
methodologlen to other ainistrics anl coordinates thw plans prepared by
these miolstrien' programlig and evaluation unit.. e SEP L albo
responsible for coordinating forvign dovor asglstance in Hatel, and for
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overseeing GOH development performance.

The unit that this project will work most closely with is the Division of
Evaluation amd Control (DEC). This unit collaborates with the Budget
Office of the Ministry of Finance in targeting financial resources for
development. It establishes program and project priorities within the
various sectors for entry into the Development Budget. It assures
control and carries out evaluation of projects during implementation.
DEC prepares estimates and forecasts of program and project expenditures
of the Annual Plan and sends a monthly report to Finance on the status of
projects. To perform these tasks, DEC has a programming and public
investments section, a monitorirg section and an evaluation section.
These sections prepare studies intended to measure the effectiveness and
officlency of programs and projects and thelr impact on the
socio-econcmic environment. DEC is the polnt of budgetary control for
all projects in the SEP.

OPRODEX. The GOH has lorg been interested in promoting tochniques by
Wich  the Haitian small farmer can increase his exports of
foreign-excharge earnirg commodities. Althowgh there is a wide variety
of swch ¢ ties in Haiti, ranging from essential olls such as vetiver
to coffee and swgar, there has never been an effective organism within
the GOH to disseminate the techniques and methods required to expand the
national export economy .

It was with this in mind that the GOH created the Office for the
Promotion of Bxportable Commodities (OPRODEX) in April, 1981. OPRODEX,
which replaced the Institut Haltien de Pramotion du Café et des Denrées
Exportables (IHPCADE), has as its responsibility the rovement in the
{nternal and external marketing of commodities. For reason, it is
under the tutelle of the Ministry of Commerce rather than that of
Agriculture, as was IHPCADE.

OPRODEX is charged with the promotion and control of exportable
camodities. This involves, among other things, working with farmers and
cooperatives to extend both technical and financial assistance to
{ncrease export earnirgs for a vuriety of comodities. By far the most
{mportant of these comsodities, from the point of view of OPRODEX's
activities to date, is coffee. However, there are 37 other products
which fall into their area of responsibility, such as cocoa and oliseeds,
which OPRODEX views as belrng of minor importance.

OPRODEX 1is Mnn?od by a consultative council, which {cludes members from
Ty 0

the Minist Agriculture, the Minlstry of Comserte, the Chamber of
Commerce, the Ministry of Plen, and :upresentatives of coffec exporters.
There are thirteen reglonal offices t<uughout the country, each staffed
by perhaps ten Lndividuals.

Bocause of its charter, and more Lsportantly, because of the Ministry
under which it falls, CPRODEX has no role in the prodwtion of the
camodities for which it has resporaibility; rather, it restricts its
activities to those which affect market and export of those
camodities, including ity control, identification of export markets,
and various kinds of assistance to small and large exporters.




B. Economic Analysis

Govermnent revenues. Haiti's overall rate of economi: growth is severely
constralned by the limited ability of the GOH to generate public-sector
revenues for oeeded govermment services and development projects. GOH
current revenues were only 8.1 per cent of GOP in 198l. Taxes on
{nternational trade provide the QOH with 43 per cerc of its revenues; 36
per cent come from imports, and 6 per cent from the export tax on
coffee. Of the remainder, 12 per cent came fram internal excise taxes,
18 per cent from personal and corporate incame taxes, and 2 per cent from
property taxes (see Table V). The growth of tax revenues has been
relatively weak, given the preponderance of specific rather than ad
valorem taxes on domestically-produced and imported goods. To preserve
the buovarcy of the tax system, the authorities have resorted to periodic
rate adjustments, the imposition of special duties and surcharges on
goods already subject to excises or customs duties, and the extension of
taxation on an ad hoc basis to services.

Projected FY 1983 revenues of $150 million represent only a one per cent
ircrease over estimated actual FY 1982 revenues. The FY 1983 revenue
projection provides for a $18.5 milllon increase in total revenues
resulting foom the new 7 per cent sales tax, a tax reform long advocated
by the IMF to replace approximately eighty unevenly -applied excice
taxes. This revenue increase will be partially offset by the elimination
of tax receipts from the Reynolds bauxite rine, which has ceased
operations. Coffec exports are projected to make a recovery in FY 1983,
with export tax recelpts expected to benefit from the reform instituted
in FY 1982 of pegglng taxes to an internatiomal coffee reference price.
Incane ctax collections are projected to increase slightly, followi
substancial § xreases in F! 1981 and Fv 1982. Overall, the projected
1983 fiscal receipts reflect a oore rational and realistic budgeting
pracess, Lncorporating a aumber of newly-instituted reforms in what can
be hoped will be the beginning of a wore extensive tax reforw program.

Balance of paymeats problems. The problem of limited COH tax revenues
constralnlng growth has become eipecially severe as 4 result of the
current balance of paymeuts crisis and the IMF-mundated austerity
program. In the paxt, Halti has not wsually Juffered from large balance
of payments probless, principally because the Qi has had a lorg
tradition of conservative fiscal minagement (i.c., limited debt financing
through monetary expansion) and one of the lowest debt burdens of amy
country in the reglon. Becawe of this, the excharge rate of 5 gourdes
to the US dollar has been maintalned since 1919. Howewer, beginning in
1980 and 1981, Halelt faced a  major deterioration of its
balance-of -payments situation, ~hen official reserves were reduced by
$11.8 million and 33.) million respoctively (See Table VvI). Official
disposable foreign excharge holdirgs fell to a negligible level during
the first quarter of 1981. Acute shortages of forelgn excharge continue
to humper econoaic wtivity today. US dollars do not circulate as widely
as before. A market has develrped with a 5 to 10 per cent premiun being
offered for dollars. Arrears have also accumulated in the public and
private banking systoms due to the {rability of the Central Bank to
obtaln sufficient fureign wahango.




Table VI: BALANCE OF PAYMENIS 1978-83

1978 1979 1980 1981 1982

Merchandise Trade, FOB -52.9  -106.4 -89.77 -144.3  -126.7
Bxports 1%.6  138.6 2123 153.7 1577
Imports .07.5 -%5.0 -302.0 -298.0 -293.9

Services (net) -50.4 40.1 -50.5 -59.1 -88.1

Transfers (net) 77.9 85.8 71.3 87.4 99.9

Qurrent Account Balance -25.4 -60.7 -69.8 -116.0 -114.9

Public Sector Capital (net) 42.2 33.1 36.6 42.€ KT

Private Investment (net) 10.0 12.0 13.0 15.7 15.0

Other -1€.5 29.8 8.4 %4 56.2

Capital Account Balance 1/ _ 35.7 74.9 58.0 82.7 104.2

charge in Foreign Reserves
(increase: - ) -10.3 -14.0 11.8 33.3 10.7

I/ Includes SDR allocations and other unrequited earnings.

igces: Bank of the Republic of Haiti, and International Monetary Fund,
IBRD



-24-

A cambination of internal and external factors produced this economy-wide
crisis. Excellent coffee exports in FY 1980 were followed by a decline that
resulted from Hurricane Allen, the normal two-year coffee production cycle,
and a weak ‘rg in world coffee prices. At the same time, other extermal
factors imnacted adversely upon Haiti, including (1) rising world prices for
petroleun products and other essential imports, (2) a deepening recession in
the industrial countries, and (3) an unprecedented rise in interest rates in
the United States.

Compounding the impact of these external shocks, the GOH significantly
increased expenditures for extra-budgetary capital projects which were of
questionable economic value in 1981. The large budget d:licit was in part
financed by the Central Bank and this put additional pressure on scarce
foreign exchange reserves. The fiscal mismanagement also abrogated the
conditions of the existing EFF (Extended Fund Facility) agreement with the
IMF and resulted in curtailed access to IMF balance of payments financing.

Several steps were taken during 1981 and 1982 to deal with the scarcity of
foreign exchange. In July 1981, the Central Bank instructed the exchange
houses to negotiate all foreign transfers with the government owned
commercial bank (BNC). And in August, 1981, the Central Bank 1introduced
restrictions on foreign exchange transections. All foreign excharge derived
from exports were required to be surrendered on demand to the Central Bank,
which established priorities for the use of the excharge for imports.

In N.gust 1981, the GOH also put forth an economic austerity plan to increase
Haiti's ability to finance its own development through increased domescic
savings, improved management of public funds, fiscal discipline, and
limitations on imports and promotion of exports. These reforms paved the way
for an IMF appr.val of a $20 million CFF (Compensatory Finance Facility) 1in
December 1981 which was needed to cover for the Hurricane Allen coffee export
losses and other requirements. While fiscal te—ets were exceeded in January
and February of 1982, later compliance with _iF fiscal targets led to IMF
Board approval of a Standby Agreement in August 1982 for $38 million. The
first disbursement of $11 million was made in August 1982 and to date the GCH
fiscal performance under the Standby Agreement has been very good.

The overall performarce of the balance of payments for FY 1982 and FY 1983
sugest that the IMF-mandated austerity program is having 1its intended
effects. Declining imports are largely responsible for an improving trade
and current account balances. If the capital account balances continue to
improve, the tctal balance of payments deficits should be significantly
reduced. However, the owerall deficit could increase if the worldwide
recession were to deepen, coffee production or prices were to fall, the GOH's
fiscal management were to deteriorate, or donor financing in Haitl were not

to expand as projected.

It is still too early to indicate when Haiti will emerge from its current
economic crisis. GOH officials are predicting continued improvement in the
short-run, with a significant reduction in the premium paid for dollars by
midsumner or the end of thw Flscal Year. Howewver, given the depletion of
export-grade bawite reserves and the uncertaln prospects

/0
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Table VII; Haitian public Sector Operations

Fiscal Year Ended September 30

1978 1979

Program
1980 1981 1982 1983

(In millions of gourdes)

691.1 659.8 725.0 750.0
838,2 855.2 8ll.1 780.0
-36,5 -178.4 -95.3 -30.0
61.2 97.2 120.0 130.0
25,6 -8l.2 _24.2 100.0

160 5 170.5 210.0 250.0
577.5 804.7 654.7 775.0

(365.2) (377.7)(148.9)(120.0
-391 -4 -715.4 -420.0 _42500

213.4 426.2 225.0 150.0
(213.4) (261.4)(225.0)(150.0
( ) (=15,2) (——=) (-——)

General Government Revenues 548.6 570.1
General Governirent current

Expenditures 468.6 543.8

General Government current account
surplus or deficit (=) 80.0 26.3

public enterpiises current account
surplus or deficit (=) 67.1 61.2
public sector sav.ngs 147.1 87.5
Grants-in—aid 136.0 167.5
Capital expenditure 527.7 485.7
Treasury Development Expenditures (58.8)
overall public sector deficit -244.6 -230.7
Net domestic borrowing 4z.8 60,2
Monetary autnorities (43.9) (60.2)
private banks (-1.1) ( )
Net external borrowing 201.8 170.5
Concessional (213,5)(150.6)
Commercial (=11.7)¢ 19.9)

178.0 469.2 195.0 275.0
(184.3) (203.1)(195.0)(275.0

Ssources; Ministry of Finance and Economic Affiirs; Ministry of Plannings;
Bank of the Republic of Haiti; and International Monetary Fund.
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for world coffee prices, coupled with the increasing demands for imports and
goverment services, it is reasonable to assume that foreign excharge
pressures will be a recurrent problem over the lorg run for Haiti.

Public Finance. GOH management of fiscal policies have both contributed to
and been affected by the balance of payments crisis. The GOH dramatically
{ncreased its current expenditures in 1980 (largely for needed salary
increases) and budgeted and extra-budgetary capital expenditures in 198l (see
Table VII). The increased expenditures were financed by increased borrowings
from the Central Bank. The resultant expansion of the money supply added to
the demand for foreign excharge, which was already under pressure as a result
of the recession, decreasirg coffee exports, etc. Te deteriorating baliance
of payments situation forced the GOH to take steps to control expendituves.
The terms of the IMF standby agreement negotiated in early 1982 mandated a
program of further fiscal austerity. Total GOH expenditures were reduced from
Gl.216 million in 1981 to G960 million in 1982 and G900 million in 1983. The
general government deficit to be financed by credit from the Central Bank was
1imited to G225 million in 1982 and G150 million in 1983.

The fiscal austerity program has had a severe Lmpact on the developuent
budget. GOH treasury support for the development budget fell fram G377.7
million in 1981 to G148.9Y million in 1982 and G120 million in 1983 (see Table
VII). The overall development budget was reduced from G804.7 million in 1981
to G654.7 million in 1982 and then increased to G775.0 million in 1983.
Accomting for inflation, the overall development budget fell 27 percent in
1982 and then increased only 7 percent in 1983. The overall development
budget would be further reduced were it not for the improved performance of
GH tax reverues and public enterprises, and increased foreign agssistance in
the form of grants-in-aid and concessionary loans. However, it is anticipated
that the projections for foreign assistance disbursements may not be realized
because of limited GOH counterpart funding.

Project t on Government Tax Revenues. Given the fiscal austerity
program's negative Impact on the development budget, it is especially
important at this juncture to enhance the revenuegenerating capacity of the
GMH. The proposed poject is designed to increase revenues of the major GOH
tax categories, including customs, income, exclse and property taxes. It is
estimated that GOH tax revenues will be increased by $13.6 million by the
second year of the project. This represents a 9 per cent increase over
projected FY 1983 revenues. This revenue yield estimate is based on the
results of the USAID/Haiti-commissioned study by Buck et al. The study
developed tax-yield-to-cost ratice for a a recozended technlcal assistance
package which 1is very similar to that planned for the prposed project.
Applyirg thesz ratios to the proposed project costs ($730,000 in technical
asgistance for tax and customs administration rovement) generates an
estimated tax and customs yield for year two of $13.6 million (see Table
VIII). While any estimate of revemue increases is speculative, it 1is wvery
probable that these revenue-inpact projections are in fact quite comservative.
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Table VLIII: Technical Assistance Costs and Yields

Yield to
Area of TA Total Cost cost ratio Yield in year two
Custaoms 480.0 18:1 8,640
Income Tax 178.0 11:1 1,958
Property tax 5.0 7.5:1 180
Bxcise on Manuf. 34.0 83.3:1 2,832
Baise on ATSG 12.0 1:1 12
Total 730.0 18.7:1 13,622
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V. PROJECT IMPLEMENTATION ARRANGEMENTS
A. Financial Plan and Budget

The project budget is given in Table VI. LP funding of the project is
$1,000,000, of which most s dedicated to technical assistance and training.
A small amount has been set aside for limited comnodity procurement
(foreign-exchange costs of classroom equipment tor the Qustoms School).

Because of the nature of the implementation plan, it has not been possible to
break down expected expenditures by fiscal year with any degree of certainty.
Furthermore, the project will be fully-funded in FY 1982 using the ESF
allocation from the Caribbean Basin Initiative, such that future budget
allowance requests will not be necessary; a financial plan by filrcal year
would thus not aid in programuing future obligations.

B. Implementation Plan

The grant will be obligated by means of a Grant Agreement with the Government
of Haiti, signed by the Ministers of Finance and Plan. Each will subsequently
designate authorised representatives to approve project activities on behalf
of the GOH.

The principal implementation instruments for the project will be the PIO/T and
PIO/P. Because of the heavy emphasis this project places on techical
assistance and training, individual contracts with implementing organisations
will be negotiated by the Mission, particularly in the case of PASA or RSSA
agreements. Consultant, and training activities and other procurement
flncanced under the Grant will be subject to AID Geographic Code %41 and local

nationality and source/origin requirements.

In some instances, the npanaging ministry will make travel arrangements and
provide clerical service: and in-country transportation; however, in selected
{nstances the latter costs may be financed by the grant, with prior approval
by AID.

C. Evaluation Plan

Bocause tlw life-“-nrojoct duration 1is only two years, a gingle BOP
evaluation is scheduled. It will take pluce durlrg the last months of the
project, and will require about two weeks. The evaluation team will be a
joint GOH-AID one. The GOH will call upon the SEP to provide one or iore
persons frum the DEC, truined under this project is monitoring and evaluation,
to participate as team members. The Mission will request the services of an
appropriate specialist from AID/W. This person could be either a LAC Bureau
or ST/MD staff mesber, or someone made available through one of ST/MD's
covperative agreements. The project has allocated $7,000 for this evaluation.

A



Categary T
Custams 440
Tax 110
SEP 50

Econ.Studies 28
Disaster 35

Evaluation 7

TOTAL 670

TABLE IX

AID and GOH Inputs by Category

3000])

Training Camodities Total AID GOH
32.2 7.7 480 127.4
140.0 250 376.0
150.0 200 65.0

28 —
35 5.0

7 -
332.3 7.7 1,000 573.4

N
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Q Classification 6‘ WRN

N Progxam Assistancs — §3 millian, includings ]
(1) $2 million for private soctor impocts of critical equipment,
mnﬁadah and spare parts from tho U.S.; and
10 umummmmmm
hmthn.s.otqﬂp-tdmu.uﬂwhﬂnm
of cogoing develqment projocts, primarily those involving
A.I.D. DA financing.

3. mmm—_nmm.mm
provide USAID/N and the GOH with a flaxible instrument for
responding to urjent private and public sector roquirements
for feasibility stulies, sloxt-tems technical consultants,

ani short-term txaining.

C. Devalomant Finance Coxrporation m-nmmmwm
Haitian private sector equity capital, thres quarters of which
has already Leun collacted

Paras 3, 4, and S below doscribe thoss uses in grsater detall.

3. Program Assistance
A. DTrivate Sector Uses
o recojnize that the first tranche of ESF for Baitl is
belngjwtiﬂsdmmngm-munhahtbltithmd;dw
acilitate the rejuvenstion and increased productivity of the
icivats sector, including the croatiocn of jobe to alsarb surplus
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| Jalor vidch may othcrwise wosk work outside of Daiti. Tws, we
nrorosad that projrae aesistance for Haiti's private soctor be
targetad to tloee uses vhich genarate aployment opportunitiss and
provote’ fagrovod utilization of installod productive capacity,
r-ticularly ephasizing production for expart and econonically-

fjustified fmport mbstitution. Specific allocations by categery

4 ant valus of the $2 million of ISP resources proposed for this
puooss will be developed during the analytical process required
to prepare the Program Assistance Approval Documant (PAAD) .

D. Public Sector Uses
The GCH has the following prioritias for uss orf avariaoie
fareign exchange (fx)3
(1) Pubdlic debt sexrvics and other international
abligations.
(i) public puchasos of food, POL, axd other hxsmnitarisn
and productivo nececsities; and

(111) privats soctor uses.

The impact of the IMP mendated austerity plan will be to
eff ctively limit the uses of GOH £x allocetions for priorities
(1) at (4). As noted shove, $2 million of our fx provided
through ESP will provide mppoct for priocity (144) the private
;wr'smhfwa'iumlimoruﬁmﬁnu.s. Busever we
have also idontificd some $3 million of fourth Guarter FY 1982
| £x requirements of i development sinistrics included in pricrity |
UBCLASSIPLIED
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[111), such as the nosd for imported itews from the U.S. in suxport |
of co-crdng A.I.D, project activitiss (e.g. madicines, spare parts,
etc.). Under the IM¥ austarity plans, these needs are very likaly
not to be mot unless additional extarnal financing is provided
throuzh the ESP program. The proposed use of $1 million of ES¥
for priority (11) uses will pemit the most critical of thoss
‘mﬁbm@daﬂk@}t&nh@pﬁm‘iﬂ&!.m
activities from coming to a standstill. nn-pb].lcm
requirerents will be thoroophly analyzed and documented during
the PAND prcparation process, Lut are expoctod to concontrate in
the ares of spare purts and equipment noeded for AID-financed road
construction and maintenance projects.

C. ¥s propose to cabls a Progranm Asaistance Initial Proposal
(PAIP) to ATLY.: in Lite June and bogin preparing the PAAD (for
field Sutho-ization) immadiately following Washington spproval of
the PAIP.

4. Tachnical Lupport Project

As UGAL/H increasss its efforts t0 praobe the equitsble
qreration of a fres marknt econcmy in Naiti, its need for a
flexible inctnsrent to provide funding far a wids varioty of
related support activities is increasing acoordingly. HNesds ave
ncreasingly C.veloping for parket stulles, foasibility stulies,
srecialized siort-term tectmical training and short-tom tectnical
| assistance. Tuis project, sinilar to USAID/Jasaica's Technical |
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rmnummmmmvmmummnum’j
genorated rujuinzants and the needs of jntlic sector entities

dose activitiss inpact most dlrectly oo the private sectar (e.g.
m‘mmmumxm. A PID for this

activity will be scnt to AIGA by late July aod the FP will be
,wuwdlntbnﬂam.

5. Develoymont Tinance Corporation (IFQ)
nucrmunmummummwh'amw

to LC wid-Tune, The PP will be prepared in July., The projoct
uﬂlnqn:dmattmmlmwmmitm'mmm

(Ses PAP 0830 and 2279). ¥ are cowvinoed that the ume of $1.0
maammuﬁmmmmmw.
mwmxnnmmmmmmtmdm
[FC is a timely and apprpeiats use of ESP.

6. Jechmnise

A. mrr::.nnu-mbu—dhﬁnudnhlumtm

IFC activitl;- re jaoject asaistance, i.e. throuh preparation
sox) sathorization of FPe.

B. After o detalled soalysis of svailabls mechanisss for
pn:qz--aim._a,-npcqm-ﬁatﬁnpmgr-m
Mammuwm-mm
transfar to tl: Cuntral Bank of Naiti. Such a transfex is
unmmm:wrmmmuﬂquum
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of achieving all the sxm purposes. Our logic is as folloms:

14) . In xecont years Baiti bas had a balance of trade with

the U.8. which is highly favorsbls to the latter. Total
fwparts have besn rear $300 millice per year, for vhich
the U.5. has accounted for more than SO8. A very
substantial portion of imports fxom the U.8. are
required and utilised by the most dynasic ead pro&utive
sectors of tho Baitisn econory, 1.e. transfonmation
{ndustrios anl construction. Poth of thess industries
mmmn.mww
upﬁ,mmmmuw
critialboﬁnlti'.mﬂngro-t\udcﬂiﬂlﬁh.
tims of public sector awbexity. |

.;zdunim:y, but consexvative, ectintos of prior yoans
tranmectic.. indloate that Baitisn privete ssctor
ispoxts of itess from the U.S. which would be eligihle

‘nder NP progmem acsistsncs cm be expectsd woll over

t.-th-t.‘w Olluna'-andﬁnmbh
allocated ¢ .: thems critical private woctor imports.

(144) the curent et backlog of privets sector dwmnd for

fx financin; of inports is estimated (by local bank
managers ax! the Csntxal Bhek) at clout 0.S. $25 million

-
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M least SO0 of the existing, unsatisfied rejuests are
for the U.S. mriat, and a substantial majarity of these:
mgaests axe for AlD-eligible items.

u.v)"'-mudhpnns.n. (abowa), in the fouxrth quarter of

¥Y 1962 Eaitism public sector casdtmnts for comodity

procreent just in mypport of f. I. D. funded activities
are sx» thres ties greater than ths smount we propota

for that purposs.

v mmmﬂma'muamq-mm

significantly affected by the mochanime choson, and
would be roughly eguivalant wietier a CIP or a cash
tramfer is ueed. Specifically, glven's 5 (1) md
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mhthxdv&.“hdﬂntau. It smy
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sector (in either casa), but cnly if the GOH budget
wmmmmmwmuud-
DO msterity targets sad the cash toaater (or CI7)
hwunwwm;ﬁdﬂmoﬂ

W) m-mumnm@m

be provided throuyh a cash transfor reqiiring targeted
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{rpocted from the U.S. Docamtation oonfimdng the

IASSIFID

Clessilication

OPTIONAL FONM 18JA
(Formerly FE413A)

Jonuery 1978
Dept of State

Sy



50393 201

.4 ALSSIFIED pose
" Clasuaification p’

s, 10

attributed transactions during the eligibility period
of the ESP grant (one year) will be roquired on a post
facto baais, end audited.

-mm.m.mmmumm
saze pxposes but would be slower distarcsing, genscate
mmunmwwmmw
A.X.D., dmm&nmlmta

_m:muma-wm.a.‘..

sgply advisor and attendant staff. Itcaaldnln

mmmmmxmm
-ﬂantnllh.tm.

(viil)¥e are cognizant of the sdditicnal, alight risk entailed

hﬂnmdaaﬂ&uﬁtmﬁb&tthannc.l.!'..

bot. mer curzent. conditions balive that the additional
risk is for cubwaighed by the advantaes of & fast-
alsbewsing, addnistratively sisplificd mechaniss. T
of the tiame xi1lion doll.rs traneferred can be effective-
1y estrictsd to wtilization to mest the curent laxgw
backlog of emend for forolgn axhangs from criticel

'Mnmh&pdmm. a use with

shich the Gt is im full accord. -n-mmnmmm
plmnmu:nﬁu‘md-ohdbcdvdxlﬂw
to procurement of a portion of the bally needed
dsvaloreent peoiect camoditias vhich the IMP program
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has effectivaly elixdnated from tha GO develozwnt
budget. '

7. P@gmmmmm
assistance elcrent of this trenche of ESF directed to private

Sector necds would be usod to syport AI.D. private soctor
{ntcrventions (é.g. D¥C), as wall as possibly to establish a small
trost fund to irorove USAIDAT's genoral capacity and financial
camabi ity to design and frplemmt deveiopmmere assistance
activities. |

8. Conlitions

m@.mmwdm noqot.htim.n'.{wlmmtatlm
of A.I.D. acivities with the GOH, we believe it essential that the
ESP program rasistance be conditioned upon the mesting by the G
of strict conditicns pzm'andwmmm@nmmu.
Thire ere four ! osic sreas of convern which will be includad in
thy agzaenent, | 1tiough specifics reain to be worked out.,
Iluetrativa cxrples includes

A. As aCr, U signatize of a standy agrescent with the ¥
mdcapnm»imthcinltldparfcmmu:gcuo(tbnt
agressmnit.

B. The establiclzant of a special acoount for any and als
1/C countrrjart funds genorated fram Qlalursonont of the
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policies which will be designed to retuce or eliminats
existing disincentives to production and irveetment.

Mission Divector is prepared to discass the pxgposals contained
i this message Auring his uwooming consultations in AIDAW .

novw scheduled for June. However, m:m@m
mdmhumm«mamxmhmh

this mossage ASAP.
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Project Paper Issues

Project strategy. In order to achieve the project purpose, it is proposed
to furnisn the GOH with technical assistance and training for individuals
in a variety of ministries. The goals of the project include, among other
things, Aan incrense 1n GOH revenues for development projects, and an
upgrading in planning skills for monitoring and auditing development
projects. Will the provision of these services, in and of themselves, be
sufficient to achieve the project purpose? Will the project work in the
absence of a strong and sustained Government commitment? Does evidence of
this commitment exist?

Customs and tux improvement. This portion of the project is %the largest,
and can be expected to have the largest impact on the fiscal health of the

COH. In this regurd,

(a) Will two years be sufficient to achieve the goals outlined in the
paper? Should ndditional, follow-up tecnnical assistance or training
be envisioned?

(b) Although the project purports to increase government revenues for the
development budget, how can the Mission be sure that these revenues
will be applied to development projects designed to increase the
incomes nf the poor? Should some asort of indication to this effect
be sought?

Pro;ect monitoring. Will twelve montha be sufficient to build up the
SEP's auditing capability, and to assure its permanence’? How will this
improved capability fit in Wwith the Miussion's JPIP aystem? With the
existing fiche d'identité system in the DEC?

Economic studies. Will the $28 thousand set aside for these studies be
sufficient to nhave the proper type of impact on the GOH's economic
performance? Should this portion of the project be increased? Should it
be eliminated?

Project management. oW w#ill the projoct be munaged at the GOH 1level?
Will one ministry serve as the contact point for the whnle project? How
will the project be managed within the Missinn?

Ancillary activities. Whut other activitico should tho Misaion engage in
tn promnte the typen of roformu dincunned in tha paper’ What nortn of
conrdination or complomentary activitiau==with other donory or with the
GOll-=will be necounsnry to achieve domonntrable rovultn?




UNITED STATES INTERNATIONAL DEVELOPMENT COOPERATION AGENCY

AGENCY FOR INTERNATIONAL ODEVELOPMENT

LAC/DR-IEE-83-8

ENVIRONMENTAL THRESHOLD DECISION

Project Location

Project Title and Number

runding

Life of Proiject

IXE Prepared by

Recommended Threshold Decision

Bureau Threshold Decisicn

Action

Haitd

Technical Support
521-0167

$1,000,000 ESF Grant

FY 1983 - FY 1984

LAC/DR, Barry Burnett
Categorical Exclusion
Concurrence with recommendation

Copy to Harlan Hobgood, Director
USAID/Haiti

Copy to LAC/DR, Barry Burnett

Copy to IEE file

,Aa_v.g,{/éo;/'é._vmy_&mb 82

Jamas S. Hester

Chief Environmental Officer

Bureau for Latin America
and the Caribbean



I. Examination of Nature, Scope and Magnitude of Environmental Impacts

The project‘s purpose is to improve the capability of selected public sector
entities to design and execute programs and projects conducive to private
sector development. In achieving this purpose, the project will finance .
the provision of technical assistance and training primarily in the priority
areas of tax and customs administration; agricultural policy, production

and export promotion; administrative reform; and project planning and
analysis.

Pursuant to 22 CFR, section 216.2 (c) (2) (xiv), A.I.D. assistance invol-
ving studies, projects or programs intended to develop the capabitity of
recipient countries to engage in development planning does not require an
Initial Environmental Examination. Moreover, in rendering technical advice
or training uder the project, environmental soundness will be appropriately
incorporated.

I1. Recommendation for Environmental Action

Based on the coasiderations outlined above, the project will foster no
foreseeable ~harmful change in the human or natural environment of Raiti.
It is recommended, therefore, that the Chief Environmental Officer for
Latin Amarica and the Caribbean approve a categorical exclusion for this
project. :
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SECRETAIRERIE D'ETAT DES FINANCES{¢gg

J'ai 1'avantage de me référer & votre lettre du 6 aolt 1982 en

relation avec le "Plan pour l'amélioration de 1l'administration fiscale en
Haiti''.

J'apprécie 1'ii..érét nanifeste que 1'AID apporte & ce projet
et prends plaisir a vous informer que bientot sera organisée une réunion

des donateurs intéressés a notre progranne d'amélioration des systémes
d'administration fiscale dans le pays.

J'ai le plaisir de vous réitérer le vif désir du gouvernement

de réaliser ce progranme.  Par ailleurs, je note que vous avez pris contact

M. Kemneih Staccy, spécialiste anglais cn matiere dow

ni¢re disposé
a venir en llaiti. J'attends la confimution de son arrivé

Je vous renouvelle, Monsieur le Dirccteur, 1'
considération distinguée.

.

bssion de ma

aire d'Etat

| & Port-au-Prince.



CERTIFICATION PURSUANT TO SECTION

611(e) OF THE FOREIGN ASSISTANCE

ACT OF 1961, AS AMENDED

I, Harlan H. Hobgood, the principal officer of the Agency for
International Development in Haiti, having taken into account, amorg
other factors, the maintenance and utilisation of projects in Haiti
previously financed or assisted by the United States, do hereby certify
that, in my judgement, the Government of Haiti has both the human
resources and financial capability to maintain effectively and utilise
the grant capital assistance project: Technical Consultants and Training,
project mmber 521-0167.

This judgement is based, among other things, upon the demonstrated
comnitment of the Ministry of Finance to undertake and enforce its
program of fiscal reform, as evidenced by its adherence to stated and
publicised econcmic policy measures; the willir?nms of the Ministry of
Plan to enter into and support a program of project monltoring and
auditin:, already in place for several years; and the recent appointment
of a Narional Coordinator of Disaster Preparedness.

DATE: 3/30/83



5C()) - COUNTRY CHECKLIST

Listed below are statutory
criteria applicable generally to
FAA fundc, and criteria
applicable to individual fund
sources: Development Assistance
and Economic Support Fund.

A. GENERAL CRITERIA FOR COUNTRY
ELIGIBLITY

1, FAA Sec. 48l. Has it been
determineda that the
government of the
recipient country has
failed to take adequate
steps to prevent narcotic
drugs and other
controlled substances (as
defined by the
Comprehensive Drug Abuse
Prevention and Control
Act of 1970) produced or
processed, in whole or in
part, in such country, or
transported through such
country, from being sold
illegally within the
jurisdiction of such
country to U.S.
Government personnel or
their dependents, or from
entering the U.S.
unlawfully?

2. FAA Sec. 620(c). If
assistance 1s to a
government, is the
government liablie 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
availablce legal remedies
and (b) the debt is not
denied or contested by
such government?

No.

* NO.

Annex H

9
f /



3.

4.

5.

" FAA Sec. 620(e)(l). 1If

assistance 1s to a
government, has it
(including government
agencies or subdivisions)
taken any action which
has the effect of
nationalizing,
expropriating, or
otherwise seizing
ownership or control of
property of U.S. citizens
or entities beneficially
owned by them without
taking steps to discharge
its obligations toward
such citizens or entities?

PAA Sec. 532(c), 620(a),
620(f), 620D; FY 1982
Appropriation Act Secs.
§12 and 513. IS
reciplent country a
Communist country? Will
agsistance be provided to
Angola, Cambodia, Cuba,
Laos, Vietnam, Syria,
Libya, Iraq, or South
Yemen? Will assistance
be provided to
Afghanistan or Mozambique
without a waiver?

ISDCA of 1981 Secs. 724,
727 and 730. For
specific restrictions on
assistance to Nicaragua,
see Sec. 724 of the ISDCA
of 1981. For specific
restrictions on
assistance to El
salvador, see Secs. 727
and 730 of the ISDCA of
1981.

PAA Sec. 620(j). Has the
country permitted, or
failed to take adequate
measures to prevent, the
damage or destruction by
mob action of U.S.
property?

No.

tio,

N/A

Ho.

Annex H
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10.

-3-

FAA Sec. 620(1). Has the tio.
country failea to enter

into an agreement with

OPIC?

PAA Sec. 620(0);

Fishermen's pProtective

Act of 1967, as _amended,

Sec. 5. (a) Has the No.

country seized, Orf

imposed any penalty or
sanction against, any
U.S. fishing activities
in international waters?

(by 1If so, has any NO,
deduction required by the
Fishermen's Protective

Act been made?

FAA Sec. 620(gq); FY 1982
Appropriation Act SecC.
__1. (a) Has the No.
government of the
recipient country been in
default for more than 8iX
months on interest or
principal of any AlID loan
to the country? (b) Has
the country been 1in
default for rmore than one
year on interest oOr
pcincipal on any U.S.
loan under a progranm for
which the appropriation
bill appropriates funds?

FAA Sec. 620(s). 1If Yes
contemplated assistance *
i{s developrent loan or

from Economic Support

pund, has the

Admintstrator taken into

account the arount of

forvign exchanje or other

resources which the

country has zZpent on

military equipnent?

(Reference ray be rade to

the annual *Taring into




11.

12.

13.

-§-

Consideration® memo:
*yes, taken into account
by the Administrator at
time of approval of
Agency OYB.°® This
approval by the
Administrator of the
Operational Year Budget
can be the basis for an
affirmative answer duiing
the fiscal year unleas
significant changes in
circumstances occur.)

FAA Sec. 620(t). Has the
countrv severed
diplomatic relations with
the United States? 1f
so, have they been
resumed and have new
bilateral assisgtance
agreements been
negotiated and entered
into since such
cesumption?

PAA Sec. 620(u). What is
the pay~ent status of the
country's U.N.
sbligations? 1If the
country ix in arrears,
vere gsuch arrearages
taken into account by the
AID Administrator in
deternmining the current
AID Operarional Year
Budget? (Reference may
be nade to the Taking
into Consideration memo.)

PAA Sec. 620A; PY 1982
lggtopriation ACt Sec.

. Has the country
21ded or abetted, by
granting sanctuary from
prosecution to, any
{ndividual or group which
has cornitted an act of
international terrorism?
Has the country aided or

Ho,

Haiti s not in arrears.

v



14.

15.

16.

-5-

abetted, by granting
sanctuary from

prosecution to, any
individual or group which
has committed a war crime?

PAA Sec. 666. Does the No.

country object, on the
basis of race, religion,
national origin or sex,
to the presence of any
officer or employee of
the U.S. who is present
in such courtry to carry
out economic development
programs under the FAA?

FPAA Sec. 669, 670. Has No
the country, atter Aucust )
3, 1977, delivered oz
received nuclear
enrichment or
reprocessing equipment,
materials, or technology,
without specified
arrangements or
safequards? Has it
transferred a nuclear
explosive device to a
non-nuclear weapon state,
or if such a state,
either received or
detonated a nuclear
explosive device, after
August 3, 19772 (FAA
Sec. 620E permits a
special waiver of Sec.
669 for pakistan.)

ISDCA of 1981 Sec. 720. N/A
Was the country
represented at the
Meeting of Ministers of
Poreigr Affairs and Heads
of Delegations of the
Non-Aligned Countries to
the 36th General Session
of the General Assembly
of the U.N. of Sept. 25
and 28, 1981, and failed

K
—



17.

" to disassociate itself

from the communique
issued? 1If so, has the
President taken it into
account? (Reference may
be made to the Taking
into Consideration memo.)

ISDCA of 198) Sec. 72l.
See special requirements
for assistance to Haiti.

B. PUNDING SOURCE CRITERIA FOR
COUNTRY ELIGIBILITY

l.

Development Assistance
Country Criteria,

a. PAA Sec. 116€. Has the
Department of State
determined that this
government has engaged in
a consistent pattern of
gross violations of
internationally
recognized human rights?
If so, can it be
demonstrated that
contemplated assistance
will directly benefit the
needy?

Economic Support Pund

Country Criteria

a. PAA Sec. 502B., Has
it been determined that
the country has engaged
in a consistent pattern
of gross violations of
internationally
recognized human rights?
1f 8o, has the country
made such significant
improvements in its human
rights record that
furnishing such
assistance is in the
national interecst?

Snecial recuirements
have been met.

No.

\:.\

o 3
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b. ISDCA of 1981, Sec.
725(b). 1If ESF is to be
urnished to Argentina,

has the President
certified that (1) the
Govt. of Argentina has
made significant progress
in human rights; and (2)
that the provision of
such assistance is in the
national interests of the
U.S.?

c. ISDCA of 1981, Sec.
726g53. I1f ESF
assistance is to be
furnished to Chile, has
the President certified
that (1) the Govt. of
Chile has made
significant progress in
human rights; (2) it is
in the national interest
of the U.S.; and (3) the
Govt. of Chile is not
aiding international
terrorism and has taken
steps to bring to justice
those indicted in
connection with the
murder of Orlando
Letelier?

N/A

N/A

Annex H



5C(2) PROJECT CHECKLIST

Listed below are statutory
criteria applicable to projects.
This section is divided into two
parts. Part A. includes criteria
applicable to all projects. Part
B. applies to projects funded
from specific sources only: B.1l.
applies to all projects funded
with Development Assistance
Funds, B.2. applies to projects
funded with Development
Assistance loans, and B.3.
applies to projects funded from

ESF.

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

GENERAL CRITERIA FOR PROJECT

1. FY 1982 Appropriation Act
Sec. 523; FAA Sec. 634A;
Sec. 653(b).

(a) Describe how
authorizing and appro-
priations committees of
Senate and House have
been or will be notified
concerning the project;
(b) is assistance within
(Ooperational Year Budget)
country or international
organization allocation
reported to cCongress (or
not more than $1 million
over that amount)?

2. FAA Sec. 611(a)(l). Prior
to obligation 1n excess
of $100,00, will there be

A Congressional
Notification was
submitted.

Assistance is part of

the CBI Supplemental
iation and does

not fall within the OYB .

N/A.
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(a) engineering, finan-
cial or other plans
necessary to carry out
the assistance and (b) a
reasonably firm estimate
of the cost to the U.S.
of the assistance?

PAA Sec. 6l1(a)(2). 1If
further legislative
action is required within
recipient country, what
is basis for reasonable
expectation that such
action will be completed
in time to permit orderly
accomplishment of purpose
of the assistance?

PAA Sec. 611(b); FY 1982
éppropriation Act Sec.
501. 1If for water or
water-related land
resource construction,
has project met the
standards and criteria as
set forth in the
principles and Standards
for Planning Water and
Related Land Resources,
dated October 25, 197372
(cee AID Handbook 3 for
new guidelines.)

FAA Sec. 6ll(e). If
project is capital
assistance (e.g.,
construction), and all
U.S. assistance for it
will exceed $1 million,
has Mission Director
certified and Regional
Assistant Administrator
taken into consideration
the country's capability
effectively to maintain
and utilize the project?

Annex H

N/A

N/A

N/A
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FAA Sec. 209. 1Is project

susceptible to execution
as part of regional or
multilateral project? If
so, why is project not so
executed? Information
and conclusion whether
assistance will encourage
regional development
programs.

FAA Sec. 601(a).

Information and
conclusions whether
project will encourage
efforts of the country
to: (a) increase the
flow of international
trade; (b) foster private
initiative and
compet:ition; and (c)
encourage development and
vse of ccoperatives, and
credit unions, &nd
savings and loan
associations; (d)
discourage monopolistic
practices; (e) improve
technical efficiency of
industry, agriculture and
commerce; and (f)
strengthen free labor
unions.

FAA Sec. 601(b).

Information and
conclusions on how
project will encourage
U.S. private trade and
investment abroad and
encourage private U.S,
participation 1in foreign
assistance programs
(including use of private
trade channels and the
services of U.S. private
enterprise).

Annex H

Custams administration
camanent, will pramote
private exports through
rationalization of tariff
laws and practices; admin-
istrative components will
upgrade 604 ability to
introduce efficient
agricultural and industrial
technologies,

Technical Assistance services
and equipment will be procured
fram U.S. (000) sources.



10.

1l1l.

l2.

13.

-4~

FAA Sec. 612(b), 636(h);
FY 1982 Appropriation
Act Sec. 507/. Describe
steps taken to assure
that, to the maximum
extent possible, the
country is contributing
local currencies to meet
the cost of contractual
and other services, and
foreign currencies owned
by the U.S. are utilized
in lieu of dollars.

FAA Sec. 612(d). Does
the U.S. own excess
foreign currency of the
country and, if so, what
arrangements have been
made for its relecse?

FAA Sec. 60l(e). Will
the project utilize
competitive selection
procedures for the
awarding of contracts,
except where applicable
procurement rules allow
otherwise?

FY 1982 Appropriation Act

Sec. 521. If assistance
is for the production of
any commodity- for export,
is the commodity likely
to be in surplus on world
markets at the time the
resulting productive
capacity becomes
operative, and is such
assistance likely to
cause substantial injury
to U.S. producers of the
same, similar or
competing commodity?

FAA 118(c) and (d).

Does the project comply
with the environmental
procedures set forth in
AID Regulation 16? Does

About 36% of the total project cost:

will be wrovided by the GOH.

Yes.

N/A.

Yes.



14.
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the project or program
take intoc consideration
the problem of the des-
truction of tropical
forests?

FAA 121(d). 1If a Sahel N/A.
project, has a determina-
tion been made that the
host government has an
adequate system for
accounting for and
controlling receipt and
expenditure of project
funds (dollars or local
currency generated
therefrom)?

B. FUNDING CRITERIA FOR PROJECT

1.

Development Assistance
Project Criteria

a. FAA Sec. 102(b), 111,
113, 281(a). Extent to
which activity will (a)
effectively involve the
poor in development, by
extending access to
eccnomy at local level,
increasing lahor-inten-
sive production and the
use of appropriate
technology, spreading
investment out from
cities to small towns and
rural areas, and insuring
wide participation of the
poor in the benefits of
development on a sSus-
tained basis, using the
appropriate U.S. insti-
tutions; (b) help develop
cooperatives, cspecially
by technical assistance,
to assist rural and urban
poor to help themselves
toward better life, and




-6-

otherwise encourage
democratic private and
local governmental
institutions; (c) support
the self-help efforts of
developing countries; (4)
promote the participation
of women in the national
economies of developing
countries and the
improvement of women's
status; and (e) utilize
and encourage regional
cooperation by developing
countries?

b. FAA Sec. 103, 103A,
104, 105, 106. Does the
project fit the criteria
for the type of funds
(functional account)
being used?

c. FAA Sec. 107. 1Is
emphasis on use of appro-
priate technology
(relatively smaller,
cost-saving, labor-using
technologies that are
generally most appro-
priate for the small
farms, small businesses,
and small incomes of the
poor)?

d. FAA Sec. 1ll0(a). Will

the reciplent country
provide at least 25% of
the costs of the program,
project, or activitiy
with respect to which the
assistance is to be
furnish:ed (or is the
latter cost-sharing
requirement being waived
for a "relatively least
developed®” country)?

c) The "roject will assist the
GOH in its eiforts in decentral-
ization and promotion of rural
development.

Yes,

Yes

Yes
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e. FAA Sec. 110(b).
Will grant capital
assistance be disbursed
for project over more

than 3 years? 1If so, has

justification satis-

factory to Congress been

made, and efforts for

other financing, or is
the recipient country

'‘relatively least

developed®? (M.O. 1232.1
defined a capital project

as °"the construction,
expansion, equipping or
alteration of a physical
facility or facilities
financed by AID dollar
assistance of not less
than $100,000, including
related advisory,
managerial and training
services, and not under-
taken as part of a
project of a predom-
inantly technical
assistance character.”®

£. FAA Sec. 122(b). Does

the activity give
reasonable promise of
contributing to the
development of economic
resources, or to the
increase of productive
capacities and self-sus-
taining economic growth?

g. FAA Sec. 281 (b).
pescribe 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

Annex H

This is not a Capital Assistance
Project.

Yes

GOH institutional capabilities will
be developed and strengthen to carry
out effective development planning
execution. This Project will respond
to the needs of people from rural
areas by increasing the flow of
resources to them.



institutional development;
and supports civil
education and training in
skills required for
effective participation in
governmental processes
esential to self-government

2. Develcpment Assistance Project N/A.

Criteria (Loans Only)

FAA Sec. 122(b).

Information and conclusion
on capacity of the country
to repay the loan, at a

reasonable rate of interest

FAA Sec. 620(d). 1If

assistance is for any
productive enterprise which
will compete with U.S.
enterprises, is there an
agreement by the recipient.
country to prevent export
to the U.S. of more than
20% of the enterprise's
annual production during
the life of the loan?

ISDCA of 1981, Sec. 724

(c) and (d). If for
Nicaragua, does the loan
agreement require that the
funds be used to the
maximum extent possible for
the private sector? Does
the project provide for
monitoring under FAA Sec.
624(g9)?

3. Economic Support Fund

Project Criteria

d.

FAA Sec. 531ta). Will
This assistance promote
economic or political

Amex H

Yes, through institutional upgrading
and fiscal rationality.

W\
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stability? To the extent
possible, does it reflect
the policy directions of
FAA Section 1022

PAA Sec. 531(c). Will
assistance under this
chapter be used for
military, or paramilitary
activities?

PAA Sec. 534. Will ESF
funds be used to finance
the construction of the
operation or maintenance
of, or the supplying of
fuel for, a nuclear
facility? 1If so, has the
President certified that
such use of funds is8
indispensable to
nonproliferation
objectives?

FAA Sec. 609. 1If
commodities are to be
granted so that sale
proceeds will accrue to
the recipient country,
have Special Account
(counterpart)
arrangements been made?

N/A

Annex H



§C(3) = STANDARD ITEM CHECKLIST

Listed below are the statutory
items which normally will be
covered routinely in those
provisions of an assistance
agreement dealing with its
implementation, or covered in the
agreement by imposing limits on

> certain uses of funds.

These items are arranged under
L the general headings of (A)

Procurement, (B) Construction,

and (C) Other Restrictions.

A. Procurement

1. PAA Sec, 602, Are there
arrangements to permit
U.S. small business to ‘
participate equitably in
the furnishing of
commodities and services
financed?

2. FPAA Sec. 604(a)., Will all. -
procurement be from the
U.S. except as otherwise
determined by the

President or under
delegation from him?

3. FPAA Sec. 604(d). If the
cooperating country
discriminates against
marine insurance
companies authorized to
do business in the U.S.,
will commodities be
insured in the United
States against marine
risk with such a company?

4. FPAA Sec. 604(e); ISDCA of
ec., J05(a).
offshore procurement of
agricultural commodity or
product is to be

Yes.

.Yes.

Yes,

N/A
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financed, is there
provision against such
procurement when the
domestic price of such
corvodity is less than
parity? (Exception where
commodity financed could
not reasonably be
procured in U.S.)

FAA Sec. 604fa), Will
construction ot
engineezing services be
procured from firms of
countries otherwise
eligible under Code 941,
but which have attained a
competitive capability in
international markets in
one or these areas?

FAA Sec. 603, 15 the

shipping excluded from

compliance with
requirement in section
901(b) of the Merchant
Marine Act of 1936, as
amended, that &t least 50
per centum of the gross
tonnage of commodities
(computed separately for
dry bulk carriers, dry
cargo liners, and
tankers) financed shall
be transported on
privately owned U.S. flag
commercial vessels to the
extent that such vessels
are available at fair and
geasonable rates?

D\ Sec. 621. 1If
technical assistance is
financed, vill such
assistance be furnished
by private entecrprise on
a contract basis to the
fullest extent
practicable? If the
facilities of other

Yes.

/\O
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pederal agencies will be
utilized, are they
particulacly suitable,
not competitive with
private enterprise, and
made available without
undue interference with
domestic programs?

International Air
Transport. Fair

Competitive Practices
Act, 1974. 1If air
transporcation of persons
or property is financed
on grant basis, will U.S.
carriers be used to the
extent such service is
available?

PY 1982 Appropriation Act
Sec. 504. It the U.S.
Government is a party to
a contract for
procurement, does the
contract contain a
provision authorizing
termination of such
contract for the
convenience of the United
States?

B. Construction

1.

2.

FAA Sec. 601(d). 1If
capital (e.g.,
construction) project,
will .S, engineering and
professional services to
be used?

PAA Sec. 611(c). If
contracts for
construction are to be
¢inanced, will they be
let on a competitive
basis to maximum extent
practicable?

Yes.

Yes.

N/A.

N/A.

Annex H
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FAA Sec. 620(k). 1If for
construction of

productive enterprise,
will agggregate value of
assistance to be

furnished by the U.S. not
exceed $100 million
(except for productive
enterprises in Egypt that
were described in the CP)?

Other Restrictions

1.

PAA Sec. 122(b). 1If
development loan, is
interest rate at least 2%
per annum during grace
period and at least 3%
per annum thereafter?

FAA SEc. 301(d). 1If fund
18 established solely by
U.S. contributions and
administed by an
internatioal
organization, does
Comptrnller General have
audit rights?

FAA Sec. 620(h). Do
arrangements exist to
insure that United States
foreign aid is not used
in a manner which,
contrary to the best
interests of the United
States, promotes or
assists the foreign aid
projects or activities of
the Comnunist-bloc
countries?

Will arrangemrents preclude
use of financing:

a. PAA Sec. 104(f): FY
1982 Appropriation Act
Sec. 525: (l) To pay for
performance of abortions
a8 a method of family

Annex H

N/A-

N/A.

N/A.

Yes.

N/A
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planning or to motivate
or coerce persons to
practice abortions; (2)
to pay for performance of
involuntary sterilization
as method of family
planning, or to coerce or
provide financial
incentive to any person
to undergo sterilization;
(3) to pay for any
biomedical research which
relates, in whole or
part, to methods or the
performance of abortions
or involuntary
sterilizations as a means
of family planning; (4)
to lobby for abortion?

b. FAA Sec. 620(g). To
compensate owners for
expropriated nationalized
property?

c. FAA Sec. 660. To
provide training ot
advice or provide any
financial support for
police, prisons, Or other
jaw enforcement forces,
except tor narcotics
programs?

d. FAA Sec. 662. For
CIA activities?

e. FAA Sec. 636(i). For
pirchase, sale, long-term
)Jease, exchange Or
guaranty of the sale of
motor vehicles
manufactured outside
U0.S., unless a waiver 1is
obtained?

£. Fy 1982 appropriation

Act, sec. 503. To pay
pensions, annuities,
retirement pay, O

Yes.

Yes.

Yes.

Yes,

Yes.

Annex H
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adjusted service
compensation for military
personnel?

g. Fy 1982 Appropriation

Act, Sec. 505. To pay
U.N. assessments,
arrearages or dues?

h. FY 1982 Appropriation

Act, Sec. 506. To carry
out provisions of FAA
section 209(d) (Transfer
of FAA funds to
multilateral
organizations for
lending)?

i. FY 1982 appropriation

Act, Sec. 510. To
finance the export of
nuclear equipment, fuel,
or technology or to train
foreign nationals in
ruclear fields?

j. FY 1982 Appropriation

Act, Sec. 511. Will
assistance be provided
for the purpose of aiding
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?

k. FY 1982 Appropriation
Act, sec. 515. To be
used for publicity or
propaganda purposes
within U.S. not
authorized by congress?

Yes,

Yes.

Yes.

Yes.

Yes.

Annex H
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