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PROJECT AUTHORIZATION
AMENDMENT NO. 2

Ne 2 of Country: Haiti
Nam= of Project: Technical Consultants and Training
Number of Project: 521-0167

l. Pursuant to Section 531 of tne Foreign Assistance Act of 1961, as amended,
I hereby authorize an increase in tne planned opligations for the Technical
Consultants and Training Project of not to exceed $2,100,000 (Two Million One
Hu.dred Thousand United States Dollars) in grant funds ("Grant") subject to.
the availability of funds in accordance with the AID allotment process, to
help in financing foreign exchange and local currency costs for the project,
By this action, a total of $3,100 000 (Tnree rillion One Hundred Thousand
United States Dollars) is made avarlable to tne project. Furthermore, the
Project Assistance Completion Date (PAT0) is heredy extended through pDescenvar
31, lugr. ‘

2. Tnerefore, the original Authorization is amanded as rollows:

i In Paragrepn J of tie orig’.il authorizzticon, the phrasa “$1,000,000
(On2 PMillion United St tes Dollars)" is rewlacea by tre phrase
"$3,100,000 (Tnree Million One Hundr. i3 Tnousand Unitea States
Dolle 5) "v

E. In Paragrapn 1 of the originz) authorization, es an:nde., the arase
"from tr.2 cu..e of autrorization to Dzcezmn:r 31, 1Y83" i: replacad by
the parase “througn Decemoar 31, 1Y37".

3. Except as expressly amsnded hereby, the original terms and conaitions of
tne original Authorization remain in full rorce ani effect,
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1., RECOMMENDATION AND SUMMARY
A. Recommendation

Pursuant to review and approval of the proposed Technical Consultants and
Training project amenament by the USAID/Haiti Mission Project Review
Committee, it is recommended that the Mission Director approve the project
amendment describea herein for a total cost to AID of $2.1 million in ESF
grant funding over an additional two-year period. This will bring the LOP
total to $3.1 million.

B. Summary of Rationale for Project Extension

The Mission approved and funded the Technical Consultants and Training project
in March, 1983 for a total of $1 million in CBI ESF funding. The project,
which consisted of four components, began implementation shortly thereatter
and has encountered a good deal of success. For the most part, the project
has consisted of institutional support, in the form of technical assistance to
various GOH ministries. In most cases, the project components also funded
short-term, in-country training for the counterparts to whom the technical
consultants were assigned.

Despite this success, many of tte original project objectives hawe not yet
been achieved. A study of institutional development projects in this and
other countries reweals tnat this is to be expected, as the task 1s a
long-term one. As the body of this PP amendment describes, the majority of
activities begun when this project was approved are of a nature such that
continuous and long-term investments must be made betore visible indications
of success are evident.

C. Summary ot Project Description

The project will continue to support three principal activities, and will adda
five new components:

The customs and tax administration components will continue with an
expansion of the tax audit training proyram. A small and short-term
component designed to identify thre improvements possible in rewnue
generation through various programs will be added.

The progress made to date in upgraaing the Ministry of Plan's {MOP)
internal management system will continue, and this project will aid in
preparing the office within the Ministry which will administer the Title
III program.

Assistance will continue to be furnisheu to tne Département de la Santé
Publique et Population (DSPP) ror their disaster preparedness otfice, the
OPDES.

One new component of the project not provided for in the or:ginal PP will
be the assistance to the Ministry of Mines and knergy Resources. Although
this program 1s new to the 'lechnical Consultants project, an advisor has

already beer in the country for nearty a year, provided by the
Centrally-funded Energy Conservation and lraining Project in ST/FNR.
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Another component not funded under the first phase of the project is a
series of economic studies, mostly connected with the Mission's Title III
program. Although similar studies were budgeted in the original project
paper, the budget was modified over the course of project implementation,
and the Mission was unable to finance the desired studies.

Funds bhave also been ouageted for a new activity, the provision of a
long-term advisor to the Minister of Agriculture in the areas of soil
conservation and watershed protection.

An advisor will also be placed at a senior lewel in the Ministry of
Finance. The fifth new component is designed to provide resources for
training in financial management to selected GOH ministries on an
as—needed basis.

E. Summary of Inputs and outputs

Unger the project extension, eight discrete components will be funded, of
which five were previously not included in this project, and three are
continuations of ongoing activities. The principal input is technical
assistance, although two microccmputers will be purchased under the Ministry
of Plan component.

The additional project inputs are given in wwe financial plan, and consist
primarily of 188 person-months of TA effort at a cost of $2.1 million in grant
assistance. The person-months per project component are broken down as
follows:

Component Person-months

Customs and Tax 55

Project planning and monitoring 18

Disaster prepareuness 12 (plus 12 funded by OFDA)
Financial management training 4

Energy planning 27

Economic studies 49

Advisor to Agriculture Minister 24

Advisor to Finance Minister _24

Total 188

It is estimated that the total number of persons to be airectly trained under
this phase of the project will be 212, of whom two are scheduled to be trained
overseaus.

'The outputs include

(a) The upgrading of Haitian customs and tax administration;
(b) Establishment of project monitoring and audit systems;
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(c) Establishment of a disaster preparedness capability;

(d) Establishmment of an energy analysis, planning and policy development
capability; and

(e) The training of ministry officials in financial management.

II. PROJECT BACKGROUND AND RATIONALE

As described in the original project paper, the objectiwe of the Technical
Consultants and Training project 1s to provide directed assistance to various
QOH ministries to aid them in upgrading their abilities to attract and support
private and public investment projects. The project originated with President
Reagan's Caribbean Basin Initiative (CBI), a comprehensive program of trade
and aid activities aimed at bolstering the economies of the Caribbean Basin
and Central America.

The principal constraints to development 1in Haiti were descripbed in the
original PP. They inclugde a weak human infrastructure base, a
peorly-administered private sector uevelopment program, and operational
inefficiencies througnout the government. Furthermore, the country suffers
from a balance-of-payments disequilibrium which, althrough it was alleviated
somewhat during the past two years, bnas begun to reappear. 'The recovery for
the economy has been weak, with real GDP growing at only 1.8 per cent in FY
1984. 1In addition, the government has been unable to meet the targets of the
negotiated Standby Agreement with the IMF. This has resultea in the balance
of payments diseguilibrium, with little hope for real recovery in the near
future.

This project vbegan as an ESF-funded activity in 1983, with funds provided out
of the CBI allocation for Haiti. In keeping with the intent of the CBI, the
Mission set aside $1 million in grant funds for the purpose of upgrading tne
capability of the GOH in a variety of areas, most of them related to the
private-sector focus ot the CBI. These 1includea improving the management
skills of the Ministries of Finance ana Plan, with an eventual objective of
increasing gowernment revenues and permitting the GOH to budget for ana expend
public-sector resources in an efficient manner.

A. Project accomplishments to date

In this section, each of the components of the project funded under phase I is
discussed in turn.

(1) Customs and Tax Aaministration Improvement. This component is the largest
single project activity, accounting for nearly three quarters of the
project budget. ''he component began in January 1984 and is being
pertformea under a USAID/Halti contract with Development Alternatives, Inc.
(DAI). ‘'I'n= objectiwes are to reduce tax rates anu extend assessment to
the total potential base, thereby, generating sutficient revenue for the
provision of pasic governmental services to the private sector. This will
be achieved bv strengthening the ability of the Haitian Ministry of
Finance to collect custom duties and income, property, excise, ana other
taxes in an effecient and equitable manner. This entails providing
training and technical assistance to the two major rewnue collecting

organizations: Customs and Contributions (Internal Rewenue), Each of
these two components is discussed in turn below.
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Customs. The major accomplishments on the Customs side have been:

(1) Establishment of the National Customs School and training of the
first three groups of mid-lewvel officials (total 45 persons) in
customs nomenclature and valuation, tariff interpretation, and
concepts of international trade;

(2) Preparation of revisions to the Customs Cocde, modernizing and
streamlining entry procedures for arriving merchandise (signed
as a decree of law on September 4, 1984). Although the new
procedures are only now being put into effect, it is expected
that they will result in a shortening of delays for importers to
two or three days, from what now takes up to two or three weeks;

(3) Preparation of forms and administrative instructions for
implementation of the new procedures, and briefing of 78
mid-level supervisors with regard to the changes;

(4) Training of first-line personnel to execute th= new law (this
will eventually reach some 300 employees);

(5) Interaction with the private sector (especially the Presidential
Mixed Commission for Investment Promotion) to explain the effect
that changes to the Customs Code will have for facilitating
importations; and

(6) Submission of proposals for improving the management of
franchises (rights of duty-exempt entry) in connection with the
GOH investment promotion plan.

Contributions. It has prowen wery difficult to find experienced

income tax auditors, with fluent technical French and teaching
experience, who are both awailable and willing to come to Haiti. The
original team of two withdrew at the start of the project for fear
that it would divert them for too long a period from their careers
with Revenue Canada. Another highly qualified Canadian was located
and brought to Haiti for interviews, but not sufficiently fluent in
French. Finally DAI located a Frenchman, just retired from his
country's rewvenue service, who was accepted by Contributions after a
week of interviews and information exchange in Port-au-Prince.
Though finally succes~ful, this process set back the starting time
for the training of internal revenue auditors to January 1985.

Despite these setbacks, the project achieved two major
accomplishments in CY 1984:

(L) In the course of interaction with Contributions over the various
candidates for Tax Audit Advisor, the project team was able to
assess ithe needs of that oryanization at first hand and define
an approach to meeting them in order of priority; and
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(2) During the month of April, the project brought in an expert on
customs and excise, familiar with the Haitian setting, who
examined the way major tax revenues from petroleum imports and
the manufacture of cigarettes are managed. His recommendations
have been forwarded to the GOH and AID is awaiting a response.

(2) Project Planning, Monitoring, and Evaluation. In its fifteen months of
operation (October 1983-January 1985), this project component has made
significant progress towara building the Ministry of Plan's (MOP) capacity
to plan, monitor, and evaluate GOH development projects. By planned
activity category, the major accomplishments have been the following:

(@) Design of a Project Monitoring System. A needs assessment and
analysis of the existing situation revealed that an important part of
the problems with the MOP's current management information system
(MIS) derived from organizational and management weaknesses within
both the Division d'Evaluation et Contrdle (DEC) and other units of
the MOP. Activities to address these weaknesses were undertaken as
part of the MIS improvement effort. These included: restructuring
of the DEC organization, clarification of the office's mission and
role, preparation of job descritpions, and preparation of a draft
operations manual for the DEC. Dealing directly with the MIS, the
following was accomplished: development of a monitoring and
evaluation framework integrated with the GOH's project management
system; draft revisions in the DEC's information collection forms;
draft reporting formats; and analysis of MOP computer capability,
improvement in existing computer utilization, and planning for
expanded computerization.

(b) Development of a Project Audit Capability. Accompanying the changes
in the DEC's MIS were activities designed to build staff capacity to
analyze project implementation problems. One part of the draft
operations manual is dewted to technical modules covering the use of
a set of management and analytic tools appropriate to DEC needs. The
modules section of the manual was 75 percent completed during the
period. The DEC also made progress towara elaborating an operating
policy for joint donor-GOH project evaluations. DEC staff
participated in a joint evaluation with a United Nations Capital
Development Fund team; on the basis of this experience the DEC drew
lessons for regularizing such participation.

Based on the management tools developed, the DEC began to serve as a
technical resource to GOH sectoral ministries in implementation
planning and monitoring. DEC statf worked with, and in several cases
provided training for, the following sectoral agencies: Ministry of
Agriculture, Ministry of Public Works, Ministry of Education,
Ministry of Social Atfairs, Ministry of Youth and Sports, Ministry of
Mines and Energy, Ministry of Justice, and the Rectorate of the
National University.
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(c) Project Management Training. For the DEC, seweral training
activities were undertaken: in January, 1984, a one-week policy and
strategy workshop for DEC management, and a ten-day management tools
seminar for all staff; in February, two half-day follow-up
management training sessions for DEC technical staff; and in May and
June, a six-day workshop for all DEC stafi on implementation planning
tools and evaluation methods. These training interventions were
complemented by informal, on-the-job sessions carried out by the
resident advisor and various short-term TA personnel.

Outside of the DEC but inside the MOP, a workshop on project planning
tools integrated into the MOP's MIS was held for the staff of the
Direction de Promotion de Projets. As part of the technical
assistance to the sectors provided by the DEC, as mentioned abowe,
workshops were undertaken for the staff of the Ministries of
Agriculture and Public works.

Several factors influenced the DEC program's progress in moving the MOP
toward better project monitoring and evaluation. The most important of
these were organizational weaknesses in MOP top management that affected
the DEC's work environment and absorptive capacity, organizational
weaknesses in the sectoral ministries that provide the informational input
to the MIS, and failure of the MOP to allocate counterpart funding to the
DEC at the planned lewel.

These factors, combined with the ambitious nature of the original
objectives, have produced a current situation that calls for continued
effort in order to generate the intended degree of organizational change
in the MOP. The work of the past fifteen months requires following up in
order to assure the sustainable operation of the MOP's MIS in the service
of effective GOH programming of Haiti's development resources.

Disaster preparedness assistance. This component has provided an advisor

to the newly-formed GOH office of disaster coordination (OPDES, the
Organisation Prédesastre et Secours). Owver the past year, a variety of
public, private and woluntary sector agencies have been mobilized to
participate in the design and establishment of a disaster preparedness
capability for Haiti. A national plan, complemented by regional
sub-plans, has been prepared, and the Organisation has begun a public
awareness campaign featuring poster messages.

The aavisor has primarily served as a technical assistant to the GOH
Disaster Coordinator on planning and management of disaster preparedness
and response, and as such has assisted in the preparation of the national
disaster preparedness program. In his capacity as a regional advisor, he
has traweled to a number of other Caribbean countries and sponsored
seminars and training programs. More recently, he has acgquired computer
programs to analyze and input information on meteorological phenomena and
trained appropriate GOH personnel in their use.



B.

-8~
In cooperation with OFDA/Washington, he has overseen the mobilization
process and obtained resource commitments from a variety of outside
sources.

Rationale for Project Extension

This section discusses the reason for which the Mission has decided to extend
the project activities, for each of the ongoing project components.

(1) Fiscal Reform. At present the activities of the Chief of Party and the

Customs Advisor are scheduled to terminate in August 1985, and those of
the Tax Audit Advisor in December 1985 (due to the late start of that
portion of the project). This section presents a three-fold rationale for
extending the Fiscal Reform activities through CY 1986:

(@) First, the project has been well received by the Minister of Finance
and other top QOH officials and has shown considerable success,
especially on the Customs side (e.q. promulgation of reforms to the
Customs Code within seven months from project start-up) .

(b) Second, some activities can now be foreseen to take longer than
originally scheduled, due largely to delays in GOH approvals and
other actions. For example, implementation of the new Customs entry
procedures, revision of the rest of the Code, and reorganization of
the Inspection and Valuation Services will undoubtedly inwolwve the
team beyond August 1985; also, there has been no official reaction
either to proposals to clarify and reorganize tne administration of
franchises, nor to recommendations made in June 1984 regarding the
management of custams and excise duties on petroleum products and
cigarettes.

(c) Third, during the first year of work by the Fiscal Reform team,
additional needs for technical assistance and training have became
apparent. It is important to fill these complementary needs in order
for the project to be effective. They are described in the following
section.

(2) Ministry of Plan Program. The Mission considers an extension of the

technical assistance Lo the DEC necessary to the achievement of this TCTP
component's objectives. Furthermore, this extension is particularly
crucial in regard to its potential to:

(a) facilitate the design and installation of appropriate administrative
procedures for the PL-480 Title III management office to be created
in the MOP, and

(b) support GOH regionalization and decentralization initiatives that
have recently become more widely operational and which constitute a
major strategic objective of this Mission.
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A fifteen-month extension of technical assistance will be sufficient to
provide the follow-up reguired to build a sustainable planning, monitoring
and evaluation capability at the DEC. 7This extension will permit the
continuation of the long-term advisor at the DEC, complemented
periodically by short-term technical assistance.

In aadition to the abowe rationale, (and described further below), the
Title III program will establish a management office within the MOP to
handle planning, budgeting, and monitoring of the Title III sectoral
programs. It will function in close collaboration with the DEC, and its
operating procedures will build upon existing MOP policies and practices.
The MOP advisor will play a critical role in its establishment and startup.

(3) Disaster Prepareaness assistance. This project component suffered trom a
series of serious delays 1in startup, due primarily to a 1lack of
cooperation from the counterpart organization, OPDES. Howewer, recent
developments in the GOH's view of the project have been promising.

Many of the suggestions made by the advisor have begun to be put into
effect, especially in the area of airport security and upgrading of the
Haitian meteorological network. Further, the Mission believes that the
GOH is now prepared to dewte a larger measure of resources to the
disaster preparedness program. The GOH has requested that further
technical assistance be provided over the next 24 months. The importance
of a well-organized and supported disaster preparedness program, is
critical, and the efforts made to date must not be allowed to go to waste.

III. DETAILED PRQJECT DESCRIPTION
A. Goal and Purpose

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

B. Project Strategy

The strategy underlying the project is simple in concept: to provide
assistance to the GOH in key, agreed-upon sectors in order to improve the
efficiency with which public-sector resources are generated, budgeted and
disbursed. As the results of the first two years' efforts at institutional
upgrading are becoming apparent, it is now an appropriate time to examine the
expected accomplishments of the next phase of the project. In the remaiuder
of this section, the activities to be undertaken by each project component are
discussed in turn. In the case of activities not currently being funded by
the project, the new activities are described as well.
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Planned Future Project Activities.

Fiscal Reform. This program picks up both those activities that are still

under way from the original PP (and may be expected to require additional
time and effort), and those new activities for which the need has since
become apparent. A summary of the level of effort for the component is
given following this section.

(a) Customs reform. The customs reform component will continue its
present activities, and expand to complete some additional tasks, aax
describel below. The customs reform team will:

(L) continue to advise on the implementation of new customs entry
procedures, including planning training for the personnel of
provincial customshouses, preparing information for
dissemination to the public, and coordinating with major
importers (especially for intermediate manufacturing and
assembly industries) as practical problems arise;

(2) advise on, and track the progress of, revisions to the remainder
of the Customs Code (including exports, coastwise shipping,
postal imports, and contraband control) ;

(3) review the organization of the Valuation Service and the methods
it uses to compile and apply historical data on the values of
imported goods, and provide all needed training;

(4) establish procedures and train personnel for the inspection
service, to make regular visits to all customs ports of entry
and other facilities to see that the regulations are understood,
procedures followed, records kept, and reports made;

(5) continue technical assistance to the Customs School, designing
courses for each new subject brought up by changes to the
Customs Code and Tariff and the introduction of concomitant new
procedures; participate in teaching as needed, while training
instructors and progressively shifting the burden of running the
School to the Customs cadre;

(6) advise the Minister of Finance, per his request, regarding
simplification of the many small taxes collected at present,
calculated on customs declarations, with an eye to consolidating
them and eliminating nuisance taxes for which the cost of
collection is greater than the yield;

(7) revise and update the Customs Import Tariff to reflect current
rates and to bring the nomenclature into line with current
international practice and Haitian needs;
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train technicians to operate the new Customs Laboratory and
familiarize customs inspectors with the types of analyses
available to assist their work (including detection of
narcotics, which directly complements the Embassy/Customs/DEA
program for drug interdiction); and

continue to advise regarding the layout and functioning of the
new Port-au-Prince customshouse, so that the flow of traffic and
paperwork will follow logical routes conforming to the new
customs entry procedures.

(b) Contributions. The principal activities under this component include

audit training and related technical advice. The tax team will:

(1)

(2)

(3)

(4)

(5)

train and advise auditors of the corporate and individual income
tax services, emphasizing practical group work using actual
taxpayer dossiers in order to make the training immediately
relevant to meeting Contributions' goal for increased revenue
collection;

provide technical advice, in close coordination with the ongoing
work of the IMF advisor, on organizational and procedural
matters which influence the effectiveness of taxpayer audits.
These include: administrative management (forms, procedures,
coordination of activities) ; information management
(centralization of dossiers, control and exchange of
information, one-point taxpayer information service); and
resource planning (personnel, transport, document security,
photocopying, office space and equipment) ;

help update the present audit manual and bring it into accord
wich the National Accounting Plan;

advise on legal changes which may be required to give auditors
access to taxpayer records, especially bank records; and

Cooperate with the current effort to establish definitive tax
rolls for individuals and corporations, to include the ewventual
application of a national taxpayer identification number system
which will make computer support of tax administration feasible.

(¢) Property Tax. The property tax advisor will

(1)

(2)

make a preliminary review of the current property tax laws and
collection efforts, including the status of the proposed law to
make it possible for the cadastral survey of Port-au-Prince
(begun with German Assistance) to be completed; and

if this review shows the willingness of the GOH to support and
absorb technical assistance to increase the property tax yield,
the project will bring in advisors to give training and suggest
appropriate new legislation or regulations.
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Laboratory Advisor. This individual will aid the Ministry in
installing and operating the equipment for its customs laboratory.

EXcise Taxes.

If Contributions and the MOF accept AID's previous
recommendations regarding the administration of excise taxes on
diesel o0il and cigarettes (see Annex D), assist with
implementation of new procedures.

Training. Under this extension, per the request of the Minister, six
persons will be sent to the INTAX course at Harvard University. This
will represent a total of two months of overseas training for six
individuals.

The following represents the additional lewel of effort under this extension:

Chief of Party 16 Person-months
Customs Advisor 16 person-months
Tax Audit Advisor 16 person-months
Property tax advisor 5 person-months
Laboratory advisor 2 person-months

2. Ministry of Plan program. Activities planned for the period of the

extension include the following:

(a)

(b)

Installation of the MIS. This category of activities includes the
continued refinement and improvement of the DEC's management
procedures, production of a final version of the operations manual,
expansion of the MOP's computerized database and systematization of
computer programs and outputs, finalization of information collection
forms, and establishment of decision criteria to guide MIS
utilization. Many of these activities will have a direct link to the
PL-480 Title III management office's functions and procedures.

Joint Project Evaluations. Among the DEC strategy decisions maae
this past year was the intention to participate more effectively in
donor evaluations. Following discussions with the Mission, the DEC
will undertake joint MOP-AID evaluations of selected AID-funded
projects. The experience will provide DEC staff with an important
on-the-job learning opportunity, and it will allow the DEC to
determine an appropriate operating policy on project ewvaluations that
is consonant with MOP resource constraints.
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Technical Assistance to Sectoral Agencies. An important element in

the successful functioning of the MIS is the ability of the sectors
to provide required information. This activity category encompasses
technical outreach from the MOP to the sectors in the form of both
informal working sessions and workshops. These will include as
topics: MOP information collection wvehicles, the role of the sectors
in the GOH national project Planning and Management System, and
project planning and management tools. It is intended that some of
these workshops will be held for the regional units of GOH sectoral
ministries. Because the main MOP information collecion wehicle is an
annual project management plan, activities undertaken in this
category will help to build sectoral management capacity as well as
increase the probability that the MOP's MIS will receive better
information.

MOP Management Training. Plamnned in this category is a continuation

of the mix of informal on-the-job training and scheduled workshops
for the DEC that hawe characterized the project's implementation to
date. Also planned are workshops for MOP regional staff, who are
supposed to play an increasingly important role in monitoring and
evaluation of development projects. The planned workshops will focus
upon operation of the MIS, computer utilization, additional project
management and analysis tools, and evaluation techniques.

Title III Malagement. The purpose of providing technical assistance

to the PL 480 Title III management office is to assist in
establishing ana developing the capacity of the office to manage the
counterpart funds resulting fom the sale of commodities, and to
monitor both the implementation of the Title III projects and
progress in achieving the self-help measures contained in the Title
III agreement. In particular, the advisor will assist the office in
carrying out the following:

(1) Defining the responsibilities of the office staff and carrying
out the necessary training;

(2) Developing procedures for the followings:

(a) coordinating the functions of the Commodity Importation and
Sales unit of the Ministry of Commerce;

(b) managing the Title III counterpart fund, including
budgeting, processing the annual project implementation
plans, ensuring the disbursement of funds to projects, and
preparing monthly counterpart activity reports; and

(c) monitoriny both Title III project implementation and
progress toward achieving self-help measures, including the
development of an annual monitoring plan as described in
the Title III project paper, preparing quarterly project
implementation reports and the Title III annual evaluation
report; and
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(3) Ensuring close collaboration with GOH entities and USAID so that
all administrative procedures requiring such collaboration will
be carried out smoothly.

The additional lewvel of effort envisioned under this component is

Long-term advisor 12 months
Short~term advisors 6 months

Disaster Preparedness. The scope of work for this component is as

follows. The advisor will:

(a)

(b)

(c)

(d)

(e)

(£)

(9)

serve as technical advisor to the GOH Disaster Coordinator on
planning and management of disaster preparedness and response;

advise and assist the QOH in tne finalization of the GOH disaster
preparedness, mitigation and response program and assist the GOH in
identifying personnel, equipment and material required for the
effective implementation of the program;

preform liaison functions between international organizations, PWOs,
the Haitian Red Cross and others concerned with disaster preparedness
and response activities in Haiti, and, as appropriate, be available
for consultation with these groups;

assist in planning disaster preparedness and response orientation
programs for the GOH Disaster Coordinator and other officials in the
Caribbean or elsewhere, accompany the Coordinator or his
representative on orientation trips and participate with him in these
activities;

advise and assist USAID/Haiti in disaster planning, management and
mitigation, review proposed and ongoing USAID projects and make
recommendations for the inclusion, as appropriate, of disaster
mitigation features;

trawel, as required, to other Caribbean countries to assist their
governments and international organizations in disaster planning and
management;

in addition to the abowe activities, the Contractor will provide a
presentation to concerned Mission, GOH, and PWO personnel on the
recent National Oceanographic and Atmospheric Administration (NOAA)
Training Program on crop assessment technology. The content shall be
developed in conjunction with the Contractor's supervisor; however,
it should cover the following:

(1) present capabilities, problems and requirements;

(2) utilization of computer proyrams;
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(3) practical application of agrometeorological information;

(4) use of meteorological data for ocean shipment, current problems,
corrective actions, etc;

(5) use of meteorological information for health planning and
contingency purposes; and

(6) future plans and recommendations.

Other activities will include carrying out the public awareness campaign,
holding workshops, establishing an emergency radio network, training
Meteorological Service personnel in computer operation, working on airport
safety, updating the US Mission disaster plan, and carrying out a joint
hurricane simulation exercise.

One half of the advisor's salary will be supplied by OFDA. The additional
level of effort required is 24 months for the long-term advisor.

Energy Policy Dewelopment. Under this component, an additional six months

of TA will be funded for the ongoing S&T activity, and twenty-four months
will be funded under the new component.

A. S&T Activity. The ongoing project is funded from an S&T funding
source entitlea "Energy Policy Dewvelopment and Conservation Haiti
Subproject" (936-5728). Under the S&T-funded program, ALD provides
assistance to the GQOH to dewelop an energy analysis and planning
organization, to be administered by the Directorate of Energy
Resources (DRE) located within the Ministry of Mines and Energy
Resources (MMRE). The project is funded at $275,000 and is currently
expected to finish in September, 1985. The Mission wishes to extend
the current activity (by adding $50,000 to the ongoing contract) to
permit the program to continue through December, 1985.

The objective of the project is to provide the GOH with the capacity
to do energy analysis and planning on a national basis so as to
provide a solid basis for planning and policy dewelopment in the
energy sector and in sectors which produce or consume substantial
amounts of energy. Specific objectives are:

(1) to build the institutional and personnel capabilities of the
country in the areas of energy analysis, planning and policy
development;

(2) to create a focal point for energy analysis, planning and policy
development activities within the government;

(3) to provide the necessary intormation and analyses for and to
carry out, in full collaboration with other Haitian
organizations, an integrated energy planning effort; and
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(4) to train Haitian personnel in subjects related to energy
analysis, planning and policy development.

With these objectives in view, the Ministry of Mines and Energy
Resources has formed an Energy Analysis and Planning Team which has
embarked on a range of activities. Permanent: and continuing
activities are:

(1) on-the-job training, consisting of seminars and working sessions
devoted to basic energy-related subjects and development of the
capabilities of team members through on-the-job training. This
includes training in computer techniques and software usage;

(2) monthly meetings of the Interministeriai Committee as well as
informal working contacts throughout the month. It is expected
that this will ewolvwe into cooperative analyses, planning
efforts and projects;

(3) energy data and information collection;

(4) routine work on development of the energy documentation center;
and

(5) wvisits to and evaluations of energy-related projects.

(b) New activity. The new energy activity to be undertaken by the
Mission will be designed more fully over the course of this fiscal
year. The purpose of this activity will be to provide an advisor to
the Ministry of Mines and the Mission whose goal will be to undertake
the following activities, among others:

(1) pursue the objective of identifying possible alternatives to
fuelwood as an energy source for the country;

(2) identify conservation measures which would reduce the usage of
fuelwood and petroleum imports;

(2) aid the Ministry of Mines and the Mission in identifying
appropriate policy measures or specific project activities
contributing to economizing on current eneryy usage or
establishing viapble alternative energy sources; and

(3) investigate the economic feasibility of producing renewable
energy sources in a protitable manner (energy farms).

This activity will begin 1in early CY 1986, once a detailed scope of work
has been prepared in cooperation with the MMRE. Iwenty-four man-months of
effort nave been budgeted tor this purpose.
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Financial Management Training. This new component has been included in
this phase of the project because of repeatea requests by GOH entities for
assistance in preparing accounting documentation for AID-funded projects.
The purpose of the component is to make available the necessary expertise
to permit the office of the Controller to provide assistance on an
as-needed basis to selected GOH entities. More broadly, the assistance
will be used to strengthen the capacity of selected development ministries
ana other public-sector entities to maintain better records and accounts,
and thereby enhance management's awareness and control of financial
activities concerning their operations.

Other possible types of assistance include:
(a) aid in establishing records and accounting systems;

(b) advice in preparing wouchers and other documentation for submission
to AID;

(c) aid in establishing compliance with AID procedures and regulations;

(d) short-term tvaining in various financial management principles;

(e) on-the-spot verification of accounting practices; and

() establishing internal auditing procedures.

The identification of the expertise required will be made by the
Controller's office, in cooperation with DRE. The Controller's office
will likewise supervise the experts recruited under the component. The

lewel of effort inwolwed is four man-months.

Economic Studies. The GOH bhas repeatedly requested that USAID provide

technical assistance for a variety of economic studies aimed at improving
the Government's policies and investment programs. To date, it has been
difficult to respond to many of these regquests, as no mechanism was
avallable tor funaing such studies. 'I'ne need for these studies will be
accentuated once the Title III program bxzcomes operational.

This component of the project will theretore establish a fund to yiwe the
Mission the capability to respond to specific requests for such assistance
in a timely fashion. $229 thousand will be set aside for this purpose, to
fund approximately seven studies. Examples of the types of studies to be
funded from this coinponent include:

(a) a study of the tax and contractual changes requirea for Haiti to
benefit from falling world market petroleum prices;

(b) an analysis of the yields ot wvarious taxes to aetermine where
administrative and legal changes would be beneticialj;



~18-

(c) an analysis of the fiscal and income distribution effects of
alternative tax changes;

(d) the development of an income-expenditure survey that would allow for
quantitative analyses of policy issues facing the government;

(e) benetit-cost analyses of alternatives to GOH management in the sugar,
edible oils and cotton processing industries;

(f) an analysis of the impact of flour price reductions on such items as
food production and consumption decisions, real per capita incomes,
balance of payments, and public finance; and

(9} a study of the Ministry of Finance's control mechanisms of
expenditure and creait advances to gowrnmental and parastatal
institutions.

In each case, the study will be menaged by the Mission's Office of
Economic Analysis (OEA), which will coordinate with the Ministry of
Finance (or whichever other Ministry requests such studies),

7. Ministry of Agriculture advisor.

Description: This technical consultant position is established to assist
the Ministry of Aariculture develop, implement and evaluate sound management
of Haiti's renewable natural resources in support of its overall economic and
social development objectives. The consultant will advise the Minister of
Agriculture ana senior cabinet members with the Ministry of Aariculture on
appropriate issues relating to program design, implementation and evaluation
of activities which address Haiti's fragile lands problem. Through such
advice, the ministry will be able to assist in developing and implementing
alternative resource management practices and systems to optimize sustained
agricultural productivity and to prevent or minimize environmental
degradation. The aim is to improwe the institutional capability of the
Ministry of Agriculture to better utilize Haiti's limited and fragile land
base.

Representative Duties

- Participate in senior cabinet level deliberations of programs concerned
with forestry, soil, water management.

-~ Advises on more effective techniques for identifying, appraising ana
conserving Haiti's renewable natural resources for sstainable economic
development, such as hillside farming and improved watershed techniques.

= In cooperation with the Director for Natural Resources, in the Ministry of
Agriculture, assesses national natural resources and owerall environmental
practices affecting rural areas, as well as the institutional capacity to
carry out intendea programs.
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- Advise the Minister of Agriculture on research gaps and recommend specific
action plans to owvercome the data needs including linking international
research institutions to the Ministry of Agriculture.

- Assesses training needs in the renewable natural resources area; and works
closely with the Minister of Agriculture in deweloping appropriate action
plans.

- Advises the Minister on the technical soundness of donor proposals in
renewable natural resources.

- Dewelops, in collaboration with senior Ministry personnel a 10 year action
plan for addressing Haiti's urgent and immediate fragile lands problem.

Qualifications

Education: a graduate degree (MS or PnD) in one of the following areas
environmental planning, land-use and water resources planning, natural
resources economics or other fields directly applicable to renewable natural
rescurces management.

Experience: At least 10 years of field experience in natural resource or
environmental management and planning is required, and a demonstrated ability
to work in senior lewel advisory role in a deweloping country. Tact and
maturity are essential as well as an ability to work successfully at multiple
levels within a Ministry of Agriculture. Good oral and written communication
skills are essential and fluency in French 1s reguired at the FSR 3, FSS 3
level. The lewel of etfort under tnis component is 24 man-months.

8. Ministry of Finance Advisor

Desgription: Thls technical consultant position is established to assist
the Ministry of Finance and the General Directorate of Taxes to strengthen
tneir capability to administer taxes eguitably and efficiently, especially
income and sales (ICA) texes, in order to simultaneously reduce tax rates and
expand the effective tax base, thereby generating revenues for public
expenditures. The consultant will report airectly to the Minister of Finance
and provide needed tecnnical assistance to his staft, including the General
Directorate of Taxes, and other technical assistants working for the
Minlstry. Through such assistance, the Ministry will be able to dewelop
administrative and policy retorms with the purpose of reducing personal income
and business sales tax rates while significantly expanding the total potential
tax base. The aim is to generate sufficient government revenues for public
expenditures, specifically, in the area of intrastructure improvement to
support private sector expansion.

Representative Duties

- Modify procedures and improve administration of income and sales taxes to
increase the effectiwe tax base;
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- Complete tne work ~of development and implementing a tax-payer
individuals and businesses;

- Dewelop administratiwve systems in ways designed to make tnem compatible
with computerization. For example, have the taxpayer numbers contain
internal check digits to control for keypunch entry errors;

- Prepare analyses of tne impacts of tax rate feauctions on government
revenues and private sector development. Based upon the results of these
analyses and discussions with GOH and donor officials, develop
recommendations for tax rate reductions. Assist the GOH to implement the
rate reductions in a fashion tnat ensures sutticient revenue for needed
public services;

- Provide competent technical advice on other tax administration and policy
reforms, including 7Title IJI related tax issued, and needed future
technical assistance in the Ministry of Finance.

Qualifications

Education: At least a Masters in Economics, Public Administration, Law,
or related fields.

Experience: At least fiwe years experience in tax administration and
policy and a demonstrated ability to work in a senior level advisory role in a
dewveloping country. Excellent oral and written communication skills are
essentlal, as well as fluency in French at the FSR 3, FSS 3 lewel. The lewl
of effort under tnis component is 24 man-months.



-2]-
IV. AMENDED PROJECT ANALYSES
A. Economic Analysis
The systemic problems ot the economy were discussed in the original project

paper. The following figures were also presented, as an estimate of the yield
of each activity under the component:

Activity Yield in Year II
Customs $8,640,000
Income tax 1,958,000
Property tax 180,000
Excise tax on manufactures 2,832,000
Excise on Alcohol, Tobacco, & Gas 12,000
TOTAL $13,622,000

Under the terms of the FY 1984-85 IMF Standby Agreement, improvement in the
government's public finances was to be achieved througn implementation of a
number of tiscal reforms, 1including the introduction of a comprehensive
taxpayer identification system to tacilitate cross-checking among the new
sales tax records, customs returns, and income tax returns; the strengthening
of tax assessment procedures; the simplification of appeal procedures in tax
delinquency cases; and the reformulation of the accounting and expenditure
control procedures. These reforms and the economy's recovery were expected to
8enerate over a 12 per cent increase in Treasury rewvenues in 1984.
nfortunately, the actual increase in Treasury rewvenues was limited to arouna
8 per cent. The poor revenue pertormance coupled witn the large unplanned
expenditures by the public sector following civil disturbances Llast May
resulted in public sector deficits in excess of the IMF Standby Agreement
during the third and fourth quarters of FV 1984.

In an attempt to increase rewenues and to regain an IMF agreement, the GOH
recently increased taxes on diesel, gasoline, auto registrations, alcoholic
beverages, and soft drinks. In addition, the value added tax (taxe sur le
chiffre d'affaires) was increased from 7 to 10 per cent. With these tax
increases ana controls on spending, the Government hopes to hawe botn a
balanced budget in FY 1985 and a new IMF Standby Agreement. The first
objective will require a large (18 per cent) increase 1n revenues. ‘The second
objective calls for tirmer control of expenditures and credit expansion than
has been demonstrated recently.

The GOH is currently following a "shadow program” whereby the IMF monitors GOH
performance on a montnly basis in tiw main areas: treasury revenues and
expenditures, private sector credit by the National Credit Bank, net domestic
assets of the central bank, and tne public sector deficit. Compliance with
the "shadow program" could lead to a new standby agreement 1n this fiscal year.
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B. Institutional Analysis

The major institutions benefitting from this project were discussed in the
original project paper. The one notable addition to this project is tne
Ministry of Mines and Energy Resources.

The MMRE is charged witn planning for and regulating both the mining sector
and the energy sector. Altnough not a large ministry by comparison with
others such as Agriculture and the DSPP, the MMRE nevertheless plays an
important role in its respective areas. The MMRE's influence has declined
somewhat witn the closing of the last operating mine in Haiti, the Reynolds
Bauxite mine, in 1983.

The branch of the MMRE with wnich this project is concerned is the
Experimental Center, located in 1ts own building, and statfed primarily by
engineers and planners. When AID/W was negotiating for the first tranche of
funds for the centrally-funded project, the Minister agreed to form an energy
analysis team to serve as counterparts to the AID/W-supplied energy advisor,
As described abowe, their mission is to undertake the studies throughout the
country necessary for engaging in energy planning and analysis. The team
consists of two full-time MVMRE engineers and a number of technicians and
assistants.
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PROJECT IMPLEMENTATION ARRANGEMENTS

A. Summary Financial Plan

A complete financial plan 1s provided under section C, below. In a summary
manner, however, the levels of additional funding required for each component
are as follows:

Component

Fiscal Reform $726,000
Project Planning and Monitoring 177,000
Disaster Preparedness 72,000
Financial Management Training 32,000
Energy Planning 290,000
Economic Studies 229,000
Ag. Minister Advisor 240,000
Ministry of Finance Advisor 240,000
Non-federal Audit 30,000
Evaluation & Contingency 64,000
TOTAL $2,100,000

B. Contracting and Management Plan

Inasmuch as the sole content of this project is the provision of technical
assistance, the contracting arrangements warrant some discussion. The
contracting arrangements tor each subcomponent are as tollows:

(1) Tax and Customs. The tax and customs component is being implemented by a

(2)

single firm, Dewvelopment Alternatives, Inc. They were selected by a
competitive procedure during the tirst phase of the project. The team now
consists of a team leader, a customs advisor and a tax advisor. Short
term assistance has also been provided. The tax and customs component is
managed by the Otfice of Economic Analysis.

Ministry of Plan. ''ne assistance provided to the Ministry of Plan is

furnished through a PASA arrangement under the US Department of
Agriculture's Cooperative Agreement with the University of Maryland's
Development Project Management Center (DPMC). Funds for the second phase
of the project will be routed through the same PASA. 'This project
component 1s managed by the DRE office directly.
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(3) Disaster Preparedness. The disaster preparedness advisor is funded
through a personal services contract. This contract will be extended for
an additional period of 24 months under this amendment. The disaster
preparedness activity is handled by the Office of Private and Voluntary
Development (OPVD).

(4) Energy Planning. As stated abowe in the body of the paper, the Energy
Advisor is funded through an AID/W contract with the International Science
and Technology Institute (ISTI). For the three-month extension beginning
in September 1985 and ending in December 1985, $50,000 of this project's
funds will be used to supplement that project. The contract action will
be performed by SER/CM through the S&T office in Wasnington. Beginning in
January, 1986, the funds reserved for energy planning in this project
amendment will either be used to extend the ISII contract or to fund a new
contract for which the selection of the contractor will be made
competitively. Determination of how to proceed with the contract action
will be made owver the course of FY 1985 following an evaluation of the
progress made on the project. The energy activity is managed by the
Engineering office.

(5) Financial management. As explained abowe, the financial management
component of this project is a source of funds tor specific, targetted
interventions with selected GOH ministries. 7Tne ministries to benefit
from this component have not yet been chosen. The selection of the
advisors, and the management of their contracts, will be performed by the
Controller's oftice.

(6) Lkconomic studies. As 1n the case for the financial management assistance,
the economic studies will be contracted on an as-needed basis, and may
inwlwe contracts with individuals, institutions or firins. 7The detailed
scopes of work will be jointly drawn up by the OEA and the 7Title III

management office.

(7) Ministry of Agriculture advisor. The scope of work for this individual
will be drawn up by the Agriculture and Rural Development Otfice.

(8) Ministry of Finance advisor. The details of this .omponent will be
provided by the Office of Economic Analysis.

C. Evaluation Plan

Two formal evaluations are provided for in this Project Paper amendment, for
two subcomponents. ''here is no evaluation scheduled for the project as a
whole, since each component represents a discrete activity.

Project Planning and Monitoring. The evaluation of this component will
occur in late 1985 or early 1986. It will be funded through this project
amendment; the cost, however, should be minimal, as it is planned to
employ AID/W and USDA personnel associated with SI/RD and the University
of Maryland's Dewelopirent Project Management Cr-. ter (DPMC).
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Tax and Customs. This component will be subject to two ewvaluations owver
the course of the amended project period. Tne first, an in-house
evaluation, will be conducted with Mission resources and the possible use
of an outside consultant. Its purpose 1is to aid the Mission in making
decisions about ongoing activities (mia-course corrections). The second
(end-of-project) evaluation will take place in 1987, and will assess the
progress made over the life of the activity as well as contractor
performance.




Illustrative Budget

Component
Name

Fiscal Reform

Home Office Personnel
Chief of Party
Customs Advisor

Tax Audit Advisor
Property Tax Advisor
Laboratory Advisor
Fringe Benefits, 16.9%
Overhead, 66.8%
Office Expense

Fixed Fee, 9.3%
Overseas Training

Project Planning and Monitoring

Lorng-terin Advisor
Short-term Advisors
USDA Overhead, 27%
Computer acyuisition

Disaster Preparedness

Long-term Advisor

Financial Management Training

Short-term Experts

Energy Planning

Continuation, S&T Activity
New activity

Economic Studies

Short-term Experts
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Amended
Budget

6,000
117,200
66,336
82,880
30,550
12,161
53,256
246,079
16,000
58,640
36,500

85,755
37,900
33,387
20,000

72,430

32,000

50,000
240,000

229,530

Subtotal

725,602

177,042

72,430

32,000

182,500

229,530
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Illustrative Budget

Camponent Amended
Name Buaget

Advisor to Minister of Agriculture

Long-term Advisor 240,000
Advisor to Minister of Finance
Long-term Advisor 240,000

Non-federal Audit

30,000

Evaluation & Contingency

TOTAL

Subtotal

240,000

240,000

30,000

63,396
2,100,000



Component Name

Tax and Customs
Ministry of Plan
Disaster Preparedness
Energy Planning
Financial management
Economic Studies
Advisor to Ag. Minister
Advisor to Finance Min.
Evaluation

Non-federal Audit

TOTAL
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Comparative Budget
Phases I and II

Budgeted Earmarked New Budget Total to date
730,000 745,279 725,602 1,455,602
200,000 208,852 177,042 377,042
35,000 35,000 72,430 107,430
-0~ -0~ 290,000 290,000
-0~ ~0- 32,000 32,000
28,000 -0~ 229,530 257,530
-0- -0~ 240,000 240,000
-0~ -0~ 240,000 240,000
7,000 -0~ 63,396 63,396
_=0- =0~ 30,000 30,000
$1,000,000  $989,131 $2,100,000 $3,100,000




AID 1025-3 (7-71) LOGICAL FRAMEWORK MATRIX - PROP WORKSHEET
Summary Objectively Verifioble Indicators Important Assumptions
A.l. Goeal A.2. Measuvrement of Goal Achievement

Creatton of a long-term, sustainable
econamic development process in Haiti

Increase in per capita incames, favorable increases in

other socio-econamic indicators. Means of verification:
Impact assessments, socio-econamic surveys

A3, (as related to goal)

Government applies laws and regulations
equitably and fairly.

B.I1.

Purpose

To improve the instituticnal capacity
of the GCH public sector to attract and
support private sector investment, and
design and implement viable devalogtmt
projects.

B.2. End of Project Status

Increase in private sector investment; in investment
ocutside of Port-au-Prince; in % of GOH projects achieving
their targets. Means of verification: GOH reports,

AID studies, direct dbservatim.

B.3. (as related to purpose)
Political climate remains stable;

assistance continues;
cooperation continues

donor
GOH/Private sector

C.1.

Qutputs

Improved custams and tax administration;
shortening of customs entry procedures; -
tax audit procedures strengthened; MP
project m:utormg system upgraded; Title
IIT program in place; Energy analysis
capacity of GOH upgraded; Disaster plann-
ing system installed; Economic studies
campleted; Analytic skills of Ministry

of Agriculture persamel upgraded;
financial planning and auditing capacity
improved

C.2. Output Indicators

Narber of personnel trained, customs laws and procedures
promilgated; nunmber of tax auditors trained; new
procedures enforced; MIS improvements contimie; disaster
preparedness program cantimues; MMRE analytic capacity
upgraded and new programs undertaken; mmber of ministries
assisted. Means of verification: project reparts, direct
daservaticn, government documents, financial records and
reparts.

C.3. (as related to outputs)

Personnel trained apply new skills and
remain in current jabs; procedures
created are applied

. Inputs

ATD-furnished Technical assistance and
training; microcamputers;

G(H persamel, facilities and salaries

D.2. Budget/Schedule
See financial plan

D.3. (as related to inputs)
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Best Avatlable Docy

FEUULRED IN FEUNUASY L UTKLIVS VK retNLH-rAUVILEL 1A
«TO LARCE NOLEWN PRUCTORINE FACILITIES. ST/ZEY PAGPUSES
TO PROVITE "C2avigrs OF "Twl" PERSONS ,FRUN HACLER, BAILLY.
ARD €O,y ST/ZEY COHTRACTUR. LR WOKLDNICE ENERGY
CONSERVATILY SEAVICES PROCRAM, ARD TG FUND iH1S TA FKOM
WONLOWIDE CTHSERVATION CUNTRACT RATHER THAN THROUGH
FUNDS UNLER HATTIFRO AG. ALUAIN STREICHER OF HBC
MEETIRC WITE FXENCH “AFME STAFF IN PARIS IN DECEMBER TO
CCURADINATE SCHIDULLS FOR HAITI'VISITS. SEPTEL WILL -
KDVISZ [UTCUME 4ND “GKE CONCKETE PLAHS AS THEY' DEVELGP.

6. CN COAL BEICUETTING, ST/EY REVIEWED PROPOSAL 4
SUSMITTEC TC CMRE 3Y MIN:ZKAL FESUURCES CINSULTANTS, INC
AND®UNIVERSITY GF' NURTH DAKOTA EMEKGY RESEARCH CENTER
FCE. POSSISLE'FUNGING UNDER'EPDAC HAITI SUsPSLJECT:

ST/EZY BELIEZVES PRCPUSED PREFEASILILITY STULY FOR
DEVELTPWcNT JF MAISSACE LIGHITE DFPOSIT IS PREMATURE Al
HAS ACVISED 00T AND ST. JZAN THAT FIKST STEPS 14 THIS
AREA SHOULD Sf ANALYSIS GF PGTENTIAL MARKET FOR LICHITE
BRIQUETTES AS "SUBSTITUTE FOR FUELWGGL ANG CHARCOAL TN
HOMES ANC"SMALL BUSINESSES UR INDUSTRIES SUCH AS
EAXERTES, .CANTEENS, ESSINTIAL UILS. KEVIEW OF
CEQLOGICAL DATA ON LIGNITE CEPCSITS AND CEVELOPHENT OF
"SARATEGY FCX FURTHER EXPLCRATICH HAS ALSC BECK
RECOMMENDEC. “ST/EY PROPGSSS TO FUND COMSULTANT FOR
MARKET" STUDY "UNGER ESDAC SFOGRAM ANC 10 PRUVIGE TA FrOM
U.S.* CEOLOGICAL SUAVEY" THRGUGH EXISTING RSSA AGREEMENT .
WITH USGS"UNGER ST/EY "CONVENTIONAL ENERGY TECHNICAL
ASSISTANCE: PROJECT (936-5724)." MARKET STUDY wOULD FIT
NICELY"WITH SIHMILAR ANALYSES GETTING UNCIRWAY IN * -
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PROGESS: WITH:USAID/HAITIL ® ST/ZLY STRUWCLY RECOMIITNDS
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HAITI) HOSTED LUNCHECON AT WHICH CURRENT 'STATUS CF DRE
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12. ST/ZY UNSIRSTENGS THAT (LU D'COMAGR >, CLARENCE RCDI
AND WILERTS ST. JE&M PEAN TU ATTEND ch RIGIGNAL
WOR(SHTEP D IREACY CONSELVATION IN CISTA RICA, JAKUARY
14-17, WIIHSHDOP IS JUINTLY FUNSED 8Y LALC/CR AhD ST/EY
(UNDER EPDAC "SNEREY CONSIRVATION SERVICES PuIGRA!).
FUNMDS ALLDCATEC FOR WORLSHLA UWDER EPTAC/ECSF CUNTRACT
WITH HEGLER, 2ATLLY wILL COVEIX TRAVEL AND PER DIZH FUR
STe JEAN. IT IS CUR URDERSTALZING THAT “0C1 TRAVEL wILL
BE CHARCED. TG ISTI CONTRACT AND O'CONNCE'S TO MISSIC'.
SHULTZ
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Development Alternatives, Inc.
624 Ninth Streel, N.W.

Sixth Floor

Washington, D.C. 20001

ANNEX C

Le 10 mai 1984

Monsieur Reynold Francisque
Monsieur Yves Germain Joseph
Monsieur James Walker

Chers Messieurs,

J'ai 1'honneur de vous transmetire sous ce couvert un exemplaire du
rapport de M. Kenneth, "Study of Customs and Excise Duties on Hydrocarbon
Oils and Cigarettes", dont nous avons discuté lundi dernier. Une version
frangaise vous sera iransmise dans un bref délai.

Veuillez agréer, Messieurs, 1'assurance de ma considération distinguée.

@'4/
ohn M. Buck Q\\\~\~‘N§‘\T>

hef de Mission
Projet de Réforme Fiscale

JMB/m1j

Telephone (202) 783-9110  Cable: DEVALT  Telex: 424822 DAI Ul



II

PALRT 1
REVENUE COXTROL OF HYDROCARBON OIL

INTRODUCTIOX.

In October 1982, the author at that time a Customs consultant
contracted by AID/Bantn, recommended that the importance of hydrocarbon
0il as a revenue earner merited a special study to prevent any revenue
'loss. At a meeting on 28 October 1982, ibe Minister of Finance strongly
supported this idea.

Sﬁbsequent to the contracting of Development Alternatives Inc.
to perform the AID/GOH Fiscal Reform Project, the decision was made to im-
Plement the o0il study and for this purposes the author's services were ob-
tained by DAT for the month .of April-i984. The .objective was to ensure an
efficient revenue control of all hydrocarbon oils from their importation
to tbe point of retail sale, duty-free use, or other legitimate disposal.

This study was combined with research into tobacco duty control,

descridbed in Part II below.

GENERAL SITUATION.

The appendix lists the main classes of hydrocarbon pils currently
irported and gives details of quantities and the rates of customs and excise

duties in force.
The various classes of fuels have the Tollowing descriptions and

uses:

1. Casoline.
One high-octane grade (superior to that normally used in the U.S)
is imported for use in normal peirol engines. The normal franchise delive-

ries are to diplomatic missions and international organisations.

2. Diesel (Casoil).
Imported for use in norma) diesel engines. The only franchise deli-

veries are to diplomatic missions, international organisations and the State

Electricity Company.

3. Fuel 0il.
A bheavy oil for use in industrial machinery and quite unsuitadle \
94
)



111

for use in normal engines. Tne only franchbise deliveries are to the Statc

Electricity Cormpany.

4. Kerosene (and jet fuel).
The 0ils are chemically identical, the latter being specially

purified for jet aircraft engine use. Because of the small quantities of
domestic kerosene used, only the purified oil is imported and sold for both
purposes. As there is no duty or tax on the product there is no separate

6torage or revenue treatment.

5. AVGAS.
A special high octane gasoline used only in certain aircraft en-

gines and unsuitable for motor vehicles.

There is one reception point in the country, in Port-au-Prince,
vhere the three importers, Shell, Texaco and Esso have their separate storage
installations with a combined wharf facility for the mooring of the tanker
vessels,

The storage system is conventional, with separate tanks kept for
each product,except that the premises are not bonded, ie. duty is p2id at

the time of each importation as for general merchandise.

FRESENT REVENUE CONTROL.

On arrival of the tanker the Customs receive the ship's manifest
and check-dip the ship's tanks prior to delivery. The delivery cocks of
the receiving ianks are sealed off by the Customs and each tank dipped to

ascertain present contents. Delivery then begins by pumping through closed

lines into the appropriaie tank of the importer's installation. On termina-

tion the tank dip is again taken and the delivery cock unsealed. No deduc—

tion is wade for probable slight increase in Tuel volume due to delivery

at about 20°F higher tban the universal norm of 60°F at which it is manifes-
ted by international convention.

Customs duty is then assessed on the higher of the manifested or
received quantities. Excise duty is assessed on the tank quantity only.
Separate documentation is prepared for the Customs and Excise assessments
and ;mmcdiate payment is made. Short deliveries are occasionally made be-
cause of over-deliveries at otber ports. legally the importer would dbe en-
titled to claim rcbate of Cusioms duty on legitimate shortages, but this is

rarely done.,



DUTY FVLTIQL PRACTICES ELCOUNTERED IN SOME COWTRILS.

The autbor's expecrience in several countries has been that the
commonest irrcgularities arc those przciiscd between o0il company employecs
end customers. Almost none of these can occur under +the Haitian sysiem
for the reasons noted below. There is 2 high degree of revenue securif&

inberent in the local operation.

1. Underdeclaration of ouantity received. Not possible because Customs

duty is charged on the manifested quantity if a shortage is registered.

2. Temperature variation adjustments. No loss possible because the duty

is cherged on the unadjusted quaniity which connot be smaller than it is

at the standard 60°F manifesied temperature.

3. Overdeclaration of losses. No duty rebate is considered on losses or

even on shortages.

4. Diversion of duty-free jet fuel as duty-paid kerosene. No danger as

both products are exempt for Customs and Excise duties.

5. Use of AVGAS in motor gasoline. It is possible to mix small quantities
of AVGAS with motor gasoline without great risk of mechanical dﬁmage. AVGAS

is exempted for duty tnder frarnchise and is removed directly to the inter-

national airport for safe-keeping. By quantity it represents about 0.76%

of all hydrocarbon oil imporis. The revenue risk is negligible.

6. Diversion of franchises gasoline and diesel, Duty-free delivery of gaso-

line and diesel is allowed under ‘well-controlled conditions to diplomats and

international organisations. In the absence of statistics it is estimated
that the total would be 2% - 3% of imports. The revenue risk is negligible.

The only area where a lack of control is evident is in the delive-
ry of franchise diesel and fuel o0il to the State Electricity Company. The
quantities and the total duty exempted are considerable: on 1983 figures there
is an annual consumption of about 2.14 million gals of diesel at a duty raté
of $0.34 a gal and about 8.53 million gals of fuel oil at a duty rate of $0.02
a gal. The total duty exempted was $1,180,000.

As there exists no revenue control in the various State Electricity
Company premiscs there is a strong risk of the illegal use of diesel and a
Jecser risk in the case of fuel oil. Certain recommendations are made bclow

in this respect.
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HONGRHATON

J. Due 1o 1be icmedizte Guiy pzymeni sysien and ibe preserni siruciure

of cuties tbe revenuve Trisk is minimal.

<. Athoﬁgh mosi of the franchise fuel used by 1ibe Sizte tlectricity
Company is low-duty fuel 0il, tbere is still & considerable overall risk in-
vciving diesel. 1In general wiib otber franchised commodities there is no ef-
fective control over illegal diversion.

Control over exemﬁied fuel is extremely difficult and cosily even
vpen irilegrzied inio an esiablisbed franchise conirol sysier. The proposed
}rahchise Control Depariment of the Customs Adminisiration would deal on]y.“
¥itb franchises under ihe Industrial Inceniives law which would nol cover ibe
Present case of excise duty on fuel.

To mainiain 1ibe exemption policy and minimize the revenue risk it
sbould be possible to make an independeni assessment of fuel consumption per
machine and periodically assess total consumptiion based on hours operaied.

1y would tberefore be pzid on all diesel and fuel oil supplied and the Gover-
ment would make a lump sum tax rebate at, say, the end of tbe year aiter veri-
Ticztion of 1ibe hours worked and consumption raie declared by ibe Compeny.

by ibis means any Joss of fuel by ilJegz) use or tbeft would be Guiy
paid and not included in tbe clair for rebzie. Tois errangement would Le an
edded inceniive to ibe Company 1o meirizin adeguzte accountis supporting ibeir

cleirs for rebzte.

3 Al present there is duplication for ibe whole systiemr of declarztion
arc assessmeni of tbe custioms and excise duties. With the replacement of the
tcrdéereau by the Cusioms entry, tbere will be an opportunity 1o unify tibese

10 processes ané save time and expense.

RECOMMERDATIONS.

Yo cbange suould be made in ihe present systiem of conirolling hydro-
carbon o0il imports end verifying declared cuantities, or irn 1ibe basis of

cbarge for Customs #né Ixcise duties.

2. Tue Siztc Fleeiriciily Cerpony shewld pay duty on all fuel received. |

An indcpendent officiel engincer should co-operaie wiib ibe Compeny in ascescsing

2\



consumption raies fer cach type of cquipment used, particularly tbose cmploy-
ing dicsel. Tpbe Compuny should declare yearly the details of hours worked per
machine and claim duty rcbate on tbe resuliant consumption. Rebates should dbe

peid after verification of Company records by tbe Direciion Générale des Con-

tridutions.

3. The declaration and assessment of both Customs and Excise duties
‘'should be made on thbe same Customs entry, once tbe bordereau is replaced, and
a separate entry copy utilised for informing the Direction Générale des Contridbutians

of tbe excise duty amounts.

V.



Customs and Excise Duty rates

Product

Casoline
Gasoil (diesel)
Fuel oil

Kerosene (and jet fuel)

AVGAS. A1l imports exempt under franchise for aircraft use,

(and turbine fuel)
HC. 0i) imports

APPENDIX

Customs

£0.52 per gallon
Exempt
Exempt

Exempt

Excise

$0.40 per gallon
$0.34 per gallon
80.02 per  gallon

Exempt

The following are based on oil company figures of sales to the nearest
1000 barrels (42 gallons to the barrel) and are for ihe calendar year 1983.

Gasoil (diesel)

Moior gasoline

Fuel oil

Avgas and turbine fuel
Kerosene

Lubricanis, propane «tc.

Totals.

Barrels

727,000
359,000
313,000
116,000
98,000
32,000
1,645,000

Customs and Excise Collections. $US. millions.

Customs

Excise

FY80/81
7.08

3.28

Gallons

30,534,000

15,078,000

13,146,000
4,872,000
4,116,000
1,344,000

69,090,000

FY82/83
8.14

13048

Source ~ 1MF Reporti of 19 Oct H3. FY82/53,figures are estimates taken just

before the end of ihe fiscal year.

4\
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PART 11

REVENUE CONTROL OF TOBACCO MANUFACTURE

INTRODUCTION.

At the request of GOH, AID/Haiti contracted tbe services of the
Customs consultant‘of Development Alternatives Inc to review taxation on
Cigarette manufacture and recommend reforms. where necessary. The GOH arad
AID consider it important to establish an efficient tax sysiem and control
over tobacco manufacture in viey'of it{s high yield of excise tax. The stu-

dy was carried out together with other funciions during April 1984.

MANUFACTURE AND SALES PATTERN.

Tobacco manufacture in Haiti is confinéd to one factory, "Comme
Il Faut" in Port-au-Prince, a private firm establisbed in Haiti by Govern-
ment decree in 1927. It produces one size of cigarette manufactured from
8 blend of approximately 60% imported leaf and $40% domestic leaf. During
FY 1982/83 the industry proﬁided a total excise duty collection of $£10,766,000,
second only to hydrocarbon oils, and alsec a Customs ‘duty collection of $764,000
on importeq tobacco leaf.

ihe factory performs the whole process from raw leaf to the packed
product. T@e leaf is beld in a locked bonded store on the premises and customs
duty is paid on each withdrawal under Cusioms supervision. Apart ffom home-
&rown leaf all other materials used in manufacturé, such as packing material,
cigarette paper, filters, essences, etc. are iﬁported. The précess of manufac-
ture ensures that there is very little waste tobacco and there'is no system
for drawback of customs dutly on waste.

Sales of all cigare{tes must by l:xw be made only to wholeséle 6ut-
lets controlled by the Régie du Tabac et des Allumettes,who maintain an ac-
count at the Central Bank through which payment is made to the factory for the
periodic requisitions. The Régie, in conjunction with the Ministry of Commerce,
controls the retail price on cigurettes which can be reviewed on application

by the manufacturer.

\&0
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TAY_STRUCTURE £)D COLLECTIOX PROCEDURE.

1. Tax structure. The excise tax is in two parts; a stamp duty of $1.00 per

10-pack unit of 200 cigaretics, collected by tbe sale of stamps by the Régie
to the manufaciurer,and a tax of $1.70 on the same quantity which is deduc-
ted by the Régie from payments made to the manufacturer and then forwarded
to the Administration des Contributions. The tax rate does not vary accord-
ing to the size of tbe cigarette,but in fact only one size of cigarette is

currently manufactured.

2. Duty Stamps. The stamps are printed by the Government Press and sold

" to tbe manufacturer at the Central Bank by an agent of the Régie du Tabac.

The stamps are sold in sbeeis of 100 for $10.00. The stocks kept by the
manufacturer can represent up to $70,000 at any given time and ‘are stored
in a security room and subject to periodic stock checks. They are issued
as required for insértion in a machine which applies them to every pack
coming through the production line prior to the final outer cellophane seal-
ing. |

Spoiled stamps are pasted onto sheets to be returned to

the Regie for a credit of duty.

3. Defects of the Stamp System.

a) The system is to a large extent superfluous in that it éxis";s_ along-
side a viable physical control systiem albeit at present exercised by
Régie rather than Excise officials.

b) It is not an essential element for identifying untaxed goods on retail
sale. Substantial retailers' stocks can be checked against invoices
issued by the Regie wholesale outlets. The cigarette company estimates
that some 80 percent of sireet traders' sales are made up of “Single.ci-
garettes from open packets which could be refilled with untaxed ciga-.
rettes and avoid detection.

c) The stamps themselves could be stolen at any point from printing to
purchase by the factory or removed from packets by small traders for
re-use,

d) Replacement of the stamps by direct duty payment would free the GOH
from the cost of printing, selling, szfeguarding and accounting for

Q\



the stamps stock.
¢) The inefficicncy of the system causes considerable expense to the

manufacturer. The stamp sheets are printed with irregular margins
so that further cutting by the manufacturer is required before the
stamps will fit the machinpes.. Printing is sometimes done on paper
whicp is too stiff to adhere to the packets. large quantities’ of
spoiled slamps litter the floor beneath each machine and staff have
to Ve permanently employed to gather them and'paste them on sheets
to reclaim the duty. Other staff are rermanently employed restick-
ing loose stamps by hand, while yet others are employed on security

and stock~taking of stamp stores.

‘4. Rigidity of Tax Structure.
The law at present imposes a specific duty rate per

packet of 20 cigarettes. It permits a half rate for a racket of 10 (which:
is not used) but it does not caier for different duty rates for different

si1zes of cigarette.

There seems to be no pressure from the manufacturer
at present to sell a different size of cigarette,but the pattern of street
trader sales seems to point to a need for a smaller cigarette. A simple
variation in the tax rate would remove an obstruction to market dévelop—
ments which may arise.

5. RECOMMEKDATIONS.

a) That the duty stamp system be abolished and the equivalent amount
added to the existing duty collected by the Régie du Tabac and paid

directly to Contributions.
b) That the excise tariff be amended to create appropriate duty rates for
three sizes of cigarettes between weight limits to be discussed with

the manufacturer.

MATERIALS CHARGE.

The materials charge is a device to safeguard the revenue
by calculating theoretical production on the basis of materials used in manu-
facture. The conventional charge made on quantities declarecd as produced
continues to be the normally effective charge but the materials charge becomes
the effective one if it is found to exceed that assessed on production.

The miterials cliage is based on un ugreed formula which cetabli

ches a relation between the raw materials and quantity of the resulting product, 1]

ic usmandly net at o Tevel areinally bedow the quantity normally produccd vo that i
Wi

o aetnoan o nat'c by not 'or cvonmine ot o o
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Eltbough dismantiling ibe stamp duty increascs admirnis-
trative efficiency in revenue collection, it deprives the authorities to
some extent of an aid in determining production levels. The introduction
of a materials charge would restore the effectiveness of production checks.

The factory Dhanagement currently maintain bighly accurate
records of all ‘materials used in manufacture even to qQuantities and types
of waste products. This would enable them to demonstrate from previous
operations an accurate relationship between materials used and cigarettes
produced. Imported leaf is easily verifiable from Customs warehouse records
and bome-grown leaf from records of payments to a farmer-producers.

Prior to abolition of the duty stamp it would be necessary
to negotiate with the manufacturer to determine the production formula. The
factory records would bhave to be kept in such a way that at each montih end
the total of materials used would be balanced against product sold and stored
in ua£ehouse. An excise accountant would make a monthly control visit to verify
a proportion of book entries back to source, and perform physical checks
on warebouse stocks and transfers from warehouse to factory.

In the case of a materials assessment exceeding the product
guantity on which duty was due, the Director-General of Coniributions could
call for the extra duty and take any other action be feli necessary.

The manufacturer would have to assume an obligation under
penalty to report any technical changes leading to alterations in the producticn

norm.

RECOMMERDATION.

That the law be amended to establish the materials charge
as an alternative base for.excise duty assessment, that a Production norm dbe
agreed in consultation with the manufécturer, and tle Director-General of

Contributions charged with régulating th supervisory controls.

FOTE: A further option is available for charging duty on the product,
The materials charge calculation would assist greatly in éstablishing the values
base for an ad valorem excise duty on the product. The disadvantag: is the added
complication of the verification of value but the ad valoren duty produces more
revenue in line with the rising costs of materials ana Production.

The administirative system for such a tax would ease the way
for the imposition of TCA if this were concidered advicable. There would in fuc-
be little differcnce between an ad valorem excise tax and TCA apart from the Jevel

X



of the charge, so that it would be prreferable to absorb the TCA in a higher

excise rate.
If an ad valorem duty were imposed it would be unnecessary

to maintain the materials charge as a control against under-declaration.

REVENUE SECURITY.

1. Present situation

The objective of physical security at present is to
prevent unstamped cigarettes from leaving the factory. Whilst the management
admits that some pilfering will always take place, their own security
measures to prevent the loss of the product. still conform satisfactorily
with official requirements to safeguard against revenue loss at shop—-floor
level. The application of the materials charge would detect more serious
efforts at evasion.

The factory process is highly visible and is monitored by
closed-circuit television. Packed cardboard cartons of cigarettes are re-
moved twice daily into a separate locked store, which can in turn be sealed
on .the factory side and opened on the other into a delivery store.

An agent of the Régie du Tabac is on hand daily to perform
what checks he considers necessary, such as internal examination of any
packages, tallying of cartons to be delivered against invoice, etc. The
deliveries are rechecked on arrival at the wholesale outlet and the management
have to pay duty on any deficiencies in transit. No independent checks are made
on the accounting system but an annual balance sheet is sent to the Dlrector-'

General of Contributions.

2. Findings. It would be possible to obtain sealed umlabelled packets

and remove them from the factory for delivery without detection,but only

vith collaboratjon between employees: the greater the quantity diverted the
higher the level of collaboration needed. The management is obviously of
hiéh integrity and the authorities are relying largely on the firm's security
arrangements to safeguard the revenue. The requirement to call for duty on
transit losses narrows the possibility for illegal diversion.

While security may be considered adequate under present condi-
tions, it is unsafe to rely permanently on the goodwill and eff1c1ency of the
trader, as a change of personnel at any level might create revenue risk.' It is
also unsatisfactory tbat official security is not directly in the bhands of the
Excise department who should have full responsibility'for duty collection.

ad



3. RECOMVENDATIOR.

That an official of ihe Excise Department be employed full-
time at the factory to prevent illegal ‘deliveries and to ma..e systematic checks
devised by a supervising official who would make periodic control visits.



COMMENTARY ON THE TPIC/USAID REIORT - MARCH 1984

"ANALYSIS OF ROAD USER CHARGES IX HAITI"

1. The above report was published shortly before the study
on hydrocarbon oil and tobacco-'duties was begun by the Development Alterna-
tives Inc. consultant on the Fiscal Reform Project.

The recommendations had important bearing on Customs and
Excise administration and it was agreed that the DAI consultant would include
in his work-plan a study of the pertinent topics and report to the AID Mission.
2. This commentary does not concern itself with the main recom-
mendations such as the increase of the diesel oil tax, reform of road maintenance,
etc. but deals with possible loss or underpayment of customs and excise revenue
on hydrocarbon oils, vehicles and spare parts and the related question of oil
company windfall profits. (See the TPTC/USAID report conclusions 4,5a and 5b
on p.125).
3. If it is decided, as.a tax policy measure after agreement
with the oil companies, that the windfalllprofits caused by falling world prices
should be taxed or confiscated, a method is available which would. maintain some
stabilify in the retail price and tax level. Records would be maintained over
& one or two year period showing deviations from the FOB price around wh'.ch ‘the
structure of the agreement between the GCH and the oil companiés is designed.
This could be done independently of the o0il companies through information. supplied
by the Société Générale de Surveillance (SGS) who are already contracted by the
Government to supply information - on values. Such an arrangement would involve
an understanding that no price rises would be requested during the currency of
the agreement. Any amount periodically found in favor of the GOH would be taxed
or surrendered and cqnversely an amount found in favor of the o0il companies would
be credited against future duty payments.
4. The major conclusion reached from the author's detailed
review of the data on which some of the conclusions of the TPTIC/USAID report are
based is that no significant increase in revenue from customs and excise duties
can be looked for to finance projects in the transport field.

From further examination of statistics not readily available
atl the tiwe the ﬂiﬁC/USAID report wus writicen the author concluded that therce is

in fact no shortf:.11 of customs and excise dutics on hydrocarbon oils. The sysicm
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of duty collection has even resulted in a slight overcollecion of customs autace:s
for technical reasons. Sce Part I of the Hydrocarbon 0il and Tobacco Dutice 1=
port for details of duty collection procedures.

5. It is evident that import duties on Vehicles and spare parts
fall short of a potential based on the calculated import quantity. This short-
fall is rightly attributed almost exclusively to two factors: the granting of
franchises and undervaluing of the import invoice.

6. ' The shortfall related to franchises is entirely dependent on
GOH pclicy and interpretation and can be little affeci. « by administrative irprove-
‘ments. 1In September 1983 the GOH cnacted a law defining policy which, ii' con-
formed to, will substantially restrict the future issue of franchises,

e In December 1983 the GOH contracted SGS to supply independent
assessments of value on imported goods. The Fiscal Reform Project of DAI has

in its program the training of Customs personnel in valuation and the iniroduction
of certain mechanisms to ensure correct levels of value for duty purposes. These
measures should have a beneficial effect in reducing the shortfall in this field.
8. A study of the TPTC/USAID report does not reveal any need for

further studies in the field of customs and excise revenue administration.



