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PEASANT VIEWS OF MONEY

Lajan se bagay ingra.

Toujou gin kokin
Nen lajan.

Lajan antre lavil
Min 1i pa touin.

M'ap debouche yon trou
Pou'm bnuche yon lot.

Tout moun dous.

ii

Money is an ungrateful thing.

There is always trickery
In money.

Money goes to town
But it dcesn't return.

I'm unplugging one hole
So I can plug anothar.

Everybody ouss.
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CHAPTER I

INTROBUCTION

This is a study of the supply of rural credit available to small
farmers in Haiti., Haitian society is by and largs a peagant society, and
the majority of its poor are small farmers. Th=zsa peasant farmers arg sven
today the very backbone of Haitian economy. Haiti's primary tax bass has
long beer the coffee crop which is produced by hundreds of thousands of
smallbolding peasant farmers. Thess farmers are also the primary source
of food for the nation. Ironically, Haiti's small farmers have never
received a satisfactory return on the taxes they generate. Most small
farmers do not have access to satisfactary terms of credit even for traditional
forms of agricultural production. The demand for credit in rural farm
families far outstrips available suppliss. The conditions of informal
credit are often abusive. At the same time, both formal and informal
suppliers of credit arse suoject to high levels of risk in venturing lnans
to the rural poor. Traditional high interest rates constitute a ssrious
obstacle to borrowing for agricultural production. In this context, the
Bureau de Credit Agricole (BCA) of tha Ministry of Agriculture remains the
sole national program devoted to supplying low interest credit based on
small farmers' assessment of their own credit needs. Due to the limited
importance of modsrn agricultural technologies in Haiti, there continues
to be only limited demend for capital intensive forms of agricultural c.edit,

Of particular interast to the BCA is an assassment of the adequacy
and conditions of credit supplies for small peasant farmers. What loan

1



2
purposes ars being supplied trrough traditional sources of credit? To
what degrea are traditional sources of credit abusive? What forms do the
non-institutional sources of credit take? What is the relative supply of
traditional credit in comparison with institutional scurces? To what
degres are traditional suppliers of credit serving neseds unme: by institu-
tional forms such as the BCA? Are theras other means for making credit mors
accessible to rural farmars and petty entreprensurs? Generally, how coss
traditional credit work and what are the various forms it takes?

The presant ctudy of credit supply swrves to complement a recant
study of the effective demand far BCA loans (Poulin 1983). These two
studies examine what is fundamentally ths same guestion perceived from tus
distinct but closely related perspectives. It is very difficult to guantify
non-formal sources of cradit. Traditional forms of credit are quite varied
and highly dispersad throughout rural Haiti, Nevertheless, it is possible
to gain a better understanding of the range and variation of informal credit,
and its importance relativs to institutional forms. The guest Tor credit
is a fundamental feature of peasant economy. The question is how does it
work, for what purposes and un what terms,

In keeping with the intent of this study, all five BCA regions wers
visited over a period of fivs weeks. Provincial visits included a week in
the north to Cap-Haitien, ta Plaine du Nord, Grande Riviere du WNord and
Bahon; and in the Artibonite to Saint-Marc, Gonaives, L'Egters and Petite
Riviers de 1'Artibonite; to Hinche and nearby rural areas of Papaille and
Aguahedicnde; to Fort-Jacquas and Thiotte; to Lag Cayes and Jeremie in the
south, including Camp-Perrin, Beaumont, Ouchity, Chambellan and Julia.

Over 100 intervisws wsra undertaken with BCA staff and clients, peasant
farmers and market ladies, provincial merchants (store owners, speculators)
and their clients, pawnbrokers, licensed and un-licensed moneylenders and

their clients, borlstte operators, lawyers and prissts. Interviews wers
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held with major credit institutions including the Institut de
Developpement Agricole et Industriel (IDAI), the Conseil National de
Cocneration (CNC), the Fonds Agricole at HACHO; regional development agencies
such as the Organization pour le Developpement du Nord (BON), the Organisme
pour ls Developpement de la Vallee de 1'Artibonite (00Va), and the Organisme
pour le Developpement de la Plaine ds Gonaives (DDPG), church relatsed
credit programs such as COSMICA (Hinche) and IDEA (Cap-Haitien). agro-
industrial concerns including FACOLEF (Cavaillon), Comme Il Faut (Cazeau)
and CONASA (Cap-Haitien).

This report is divided into three major sections focusing on
salient aspects of peasant aconomy, traditional strategies for access to
credit, the range and variation of non-formal lending sources, and a comparison
of formal and informal suppliers. The discussion includes mention of Creols
and French usages in the domain of credit. A bibliography is included at
the end of the report as a brief listing of basic works pertinant to the
subject of rural credit in Haiti. Appendices show transcriptions of actual
texts used in traditional credit transactions. The report makes mention of
loans in terms of the gourde, the official Haitian currency. Dollars are
also accepted in Haitian circulation, and people freely use either gourdes
or dollars to calculate financial transactions. A gourge is aguivalent
to 20 U.S, cents; one dollar U.S. is equal to five Haitian gourdes. Nots
the following equivalences for measuring units of land: 1 Haitian carreau

is equal to 1.29 hectares or 3.19 acres.



CHAPTER II
PEASANT ECONOMY AND SCARCE CAPITAL

véasant Agriculturs

Any consideration of rural credit must first be understoud in the
context of peasant agriculture. This farm of agricultural production has
certain charactaristic features:

factor of risk., Traditional peasant farming in Haiti is uriented

mors strongly to minimizing risk than to maximizing production. Farm
strategies thus tend to be labor intensive rathzr than capital intensive.
In general, peasant econamy is oriented laess o capital accumulation than
to reproducing the household unit., Farmers seek to spend a minimum of
scarce cash resources. In keeping with a strategy of diluting risk, small
farmers intercrop a diversity of cultigens as a way to sven out the odds.,
They seek to have staggerad harvests of a given crop, and multiple harvest
periods where soil and clima.. permit,

Household ecomomy. The fundamantal econamic unit in rural Haiti

is the housshold. 1In this household economy there is a precarious Dalance
between mesting subsistence requirements and participating in the market
8conomy. In gensral, assuring a basic food supply assumes priority cver
producing for the market. At the very least, providing consumption require-
ments for the housshold is on a par with production fcr the market. As
2 result; loans for consumption have a direct impact on production activities.
There is generally a mix of monetary and non-monetary features in
peasant sconomy. Not all peasant houssholds are monetized to the same degree;

4
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howsver, all households without exception participate in the cash econaomy.
Peasant cash cropping is generally geared to both the domestic and interna-
tional markets for agricultural products. There is evidence that the past
dscade has sean a shift away from export crops to domestic food crops.
Relative prices havs tenced to favor rood crops.

Diverses stratesgies. There is no homogenecus peasant economy in

Haiti; rather, there is a range of peasant economiss, each with its own mix
of strategies, Consequently, development policises tend to affact specific
sactors of the peasantry in different ways. Ffor various reasons, some
households and communities are ariented much more strongly to the market than
cthers, e.g., vegetable growing as a cash crop (Fermathe, Kenscoff) is closely
linked to the nearby Port-au-Prince market for fresh vegetables. Coffee
and beans dominate the @conomy of Thiotte, rice in the wetlanas of the
Artibonite, and sugar cane on peasant smallholdings near the cane factories
of coastal plains regions.,

An important element in peasant diversity is the immense variation
in Haitian micro~climates within very short distances. Dispersed patterns
of land tenure fit easily with varied agricultural strategies linked to
scological differences. Where there is sufficient rain, mountain peasant
agriculture is based r.n intensive intercropping, and tubers are an important
food crop, e.g., Pilats (north) or Chzmbellan (south). Arid lowlands tend
toward more sxtensive cropping strategies with feuwer crops, focusing more
on grains, fewer growing seasons and greater reliance on livestock during
lengthy slack sesasons. In contrast, where there is irrigation agriculturs,
the element of risk is more sasily controlled and cash cropping tends to
be capital intensiva.

Peasant classes. The Haitian peasantry is not a single homogensous

class. Variations in peasant class are psrtinent to the structure of rural
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debt and access to credit. Most peazant families are landowners, but
landholdings are not equal in size. Wealthier pesasant families generally
have grsatsr access to savings. They:invest in land and livestock, but
surpluses may also be invested in such ventures as commerce, speculation
and monsylending. 1In contrast, poor psasant houssholda tend to conceal
the presenco of a hidden rural proletariat. Most of the rural poar ars not
landless sharscroppers. Thay are more likely to be small landowners who
supplement their farm incoms by occasional daily wage labor or petty commerce.
Due to poverty, young men often postpone the egtablishment af stabls domastic
unions until well into thsir 30s or 40s. Among the poor thers is s pattern
of migration to towns, cities or acrnss ths Dominican border. On the other
hand, middle and upper peasants have emigrated in considerabls numbers ta
other Caribbean regions and North America, including the boat migration to
South Florida.,

The vast majority of peasant families are landowners, and a ma jority
are land poaor, At present the BCA clientsle tends to be landowners with

holdings in excess of two carreaux (2.6 hectares). 1In one northern mountain

community studied by this rasearcher, findings an land tenure shoy median
holdings to be 0.75 Lfarreaux, with a 55 percent majority of the farmers
holding less than a garreau of land (1 garreau = 1,29 hgctares = 3,19 acres).
The poor majority supplement their holdings with rantals and sharscropping.
In the community studied, anly a third of the farmers actually farmed less
than a carread.

Land., labor and capital. It is useful to compare access to land,

labor and capital as the key factors in peasant gconomy. Capital is by far
the most scarce in relation to demand. Labor is the lsast scarca, and land
i. the pivotal factor. The land Serves as a powerful fulcrum for gaining

access to labor and capital resources. Land ig the primary source of livelihood
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and the most significant form of investment. Pgasant farmers have relatively
more control ovar land and labor resources than capital. Land is often
available through customary ties such as lineags rights, inheritance and
usufruct (uge rights). Labar is also available through non-monetized
arrengements, i.e., the domestic group, sharecropping and domestic servituds.
Capital is relatively less accessible through Customarcy arrangements. It is
defined by the markst 8conomy, cash cropping, wage labor and the credit market.
Nevertheless, there ars traditional forms of irtervention in capital markets,
8.9., pratik (clientship), kinship ties and certain types of barter.

Prevalence of debt. Further testimany to the scarcity of capital is

the general prevalence of indebtedness in rural Haiti. As a case in point,

@ survey of all households in one peasant community shous 85 percent of the
households encumbered by dsbt. About 16 percent of thesa households have

held usurious loans against land held as collateral. (For further information
on this community see Smuckaer 1983.) Figures on indebtedness appear to bhe
even higher in mors heavily monetized communities such as L'Estere in the
Artibonite. UWhere there are large numbers of agricultural day laborers and
petty market intermediaries, the incidence of usurious Joans tends to be
higher despite the unavailability of land as a guarantes.,

JTax burden. There is a fundzmantal relationship batwean capital
scarcity and the level of taxation on key transactions such as land purchase
and coffes markesting. Hundreds of thousands of peasants sell coffes to a
handful of exporters who control the apparatus af export. The coffes crop
is heavily taxad, and this tax is passad alang to the producers in an indirsct
form of taxation. 1In effect, Haitian peasants Pay the highast taxes nf any

coffee producers in the world (DARNDR 1976, 2):
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The government of Haiti taxes coffee more heavily than wny
other coffee-producing country in the world...Analysis of

the incidence of the coffee taxes shows that the burden of
the tax falls squarely on the shoulders of ths producers~-
the Haitian farmers--making them in effect the most

heavily taxed oroup in thas country. In view of their

severe poverty, this situation raises serious equity problems.

Between 1950 and 1971, the tax rate and the exporters' share of coffese
revenuss both doubled while the producers' share dropped from two-thirds
to less than half of the world price for coffes. The most effective way
to increase capital resources in the countryside would bs to reduce the
caffee tax.

tapital substitution. An impurtant corollary of capital scarcity

is the use of non-monetary alternativas to the expenditurs of scarce cash
resources. For example, market ladias may chooss to walk rather than pay
transportation costs. Barter arrangements are not uncommon, 8.9., a day's
iabor is offered in exchange for a week's rental of a hos in the Artibonite
and the Central Plateau. (A hos reportedly costs 60 gourdss.) 0On La Gonave
a woman aoffers laundry services in exchange for having wood cut for charcoal
production. It is common to exchange labor rather than purchass it.
Rotating laber groups exist throughout rural Haiti. Barter is present in
ssed exchange, i.e., beans for corn, or access to sweet potato shoots and
manioc shoots through reciprocity. The cost of animal care is customarily
paid through a share of the offspring. Land is rented in non-monetary ways
(sharecropping). Payment for labor is sometimes made in the form of kind,
€.9., processing of salt and wood charcoal. Interest charges on loans may
also be paid in kind. Tax avoicance on land transactions is very significant.
The tax on land purchase may be 80 percent of the caost of the land., Given
the heavy tax burden, peasant farm families are able to defer tax payments

for several generations of inheritance procesedings and private purchases
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among the heirs. All of these maneuvers are testimony to the extreme scarcity

of cash resources among peasant farmers.

Sources of Scarce Cash

Where peasant farming prevails, most cash needs are derived from the
land, primarily from the sale of garden surpluses. In some families gardening
is secondary to income from fishing, crafts, wage labor or petty commerce.
In any case, most cash income in peasant Haiti is derived from the following
sources:

Sale of crops and livestock. Peasant production is marketed in diverss

ways. Food crops are sold on the internal market by peasant intermediaries,
mostly women. Cash crops destined for the export market are channelaed to
the wealthy export houses by male intermediaries. In both market networks
there are patterns of clientship which mediate ths buying and selling of
produce, These relationships commonly offer the possibility of access to
credit. In the case of export crops, peasants have no direct contact with
the exporters but deal through buying agents knouwn as speculators.

A portion of peasant production is harvested little by littls accord—
ing to daily needs. Some crops are harvested and consumed without passing
through the money economy. QOther crops are harvested in quantity and exchanged
at the market for cash., Some cash crops lend themselves to repeated small
harvests at differsnt stages of growth. This provides wesekly cash returns
at the marketplace for purchase of consumption items for immediate use in the
househaold.

Crops such as red beans mey be stored for slack season consumption
or sale in small quantities to meet cash needs. More often, however, the

sntire bean crop is sold to meet debt Payments or other pressing cash needs.

In such cases, beans are sold at the lowest possible price and later re~purchased



10
at the highest price during planting szason.

Most peasant farmers keep a few livestock. Large animals are usually
kept on a cord and allowed to forage on uncropped garden lands or plots left
in fallow. If the number of animals surpagses the land and labar capacity
of the household, some animals are farmed out to other farmers in exchange
for a share of the 0ffspring. Animals are sold for cash when there are
rood shortages in the garden. In arid regions, farmers tend to have larger
numbers of animals and in some cases maintain traditicns of open range grazing.

Commnerce, The marketing of garden surpiuases is ¢ separate matter
from buying and selling produce as a form of commerce. Many peasant families
supplement their income with small scals commarcial endsavors. Soms machann
(market intermediaries) sell items locaily out of the home or in a nearby
crossroads. Others travel great distances to gather supplies for re-sale
in other markets. Another important commerce is based on speculation in
farm produca in order to taks acdvantage of seasonal price fluctations to
reap a profit. For individual market ladies, the type of commerce
is determined in large part by the amount and cost of investment funds
available to her.

Agricultural processing, There are a varisty of commercial endeavors

which involve domestic processing of agricultural produce. This includes
processing manioc into kasav (flatbread), making peanut peanut, hulling
and roasting cashews, makinrg molasses, distilling country rum, processing
lime and wood charcoal.

Crafts. Skilled peasant crafts are another key source of incoma.
This includes traditional craftsmen such as blacksmiths, shoemakers,
saddlemakers, cordmakers, basketmakers, tailors, carpenters, masons,
brickmakers, ;ntters and sawyers, and special services such ae healers,

sorcerers, and midwives, Most such craftsopeople also work Lhe land,
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Wage labor. There is a lively pattern of agricultural wage labor
throughout rural Haiti. There are ceveral forms of labor organization
including individual and group arrangements, contract work and daily wages.
Labor has become more mxpensive since the mid-1970s. This reflects the
growing cost af food items on the internal market. During peak labor
seasons, the going rate for daily wages is 5 gourdss plus food costs for
8 4 or 5 hour workday. Agricultural labor tends to vary betwsen 3 and 5
gourdes depending on the type of work and the season. UWhers there is
heavy labor demand, the rate of pay is often based on contract work rather
than day labor.

Land rentals. Peasant land tenure is fundamentally a regime of

microproperty characterized by mixed forms of tenure. There is a fair
concensus that at least tuwo-thirds of peasant households own less than

2 carreaux of land. A single household may hold land through inheritance,
purchase, use rights, cash rental, and sharecropping. The same household
may also rent out land by cash and non-cash arrangemants. Rentals are a
significant source of income to peasant families. When money is tight,
rfarmers rent out land at very low rates, tying up land for'sevemal years
for the sake of quick access to cash.

Transfoer payments. Some peasant households have access to cash

through transfers of funds from absent household members living in distant
cities or abroad. Funds flow into rural peasant noussholds from relatives
working in factories, coastal plantations, homes of ths wealthy, commerce
or government positions. Preliminary data from a BCA study of internatiocnal
transfers suggest that about a third of households surveyed received an
avarage of 1500 gourdes during the past ysar from relatives living abroad.
The actual percentage of peasant households benefiting from international

transfer payments is probably much lower than this survey suggests, due
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to the nature of the sample. Nevertheless, the figures give sowe indication
of the importance of transfer payments in the national economy and in many

psasant households.

Peasant Savings and Investment

There is relatively little accumulation of capital in peasant sconamy.
Nevertheless, thers are characteristic forms of savings and investment which
sustain peasant agriculturs and reproduce the housshold econamy.

Storage of surpluses. Ideaily, peasant farmers seek to stors grains

through the slack ssason. This serves as a reserve for wuse as a form of
exchange for cash, food in ths household, seed at the next planting and
commodity speculation. 1In reality, many farmsrs are unable to hold grain
and bean reserves due to crop failure and a poverty of resources. In dry
regions with long slack scasons, farmers commonly build kolombye, storage
housas on stilts, to hold farm surpluses through the dry season. In January
1983, a farmer near Hinche still had peanuts and corn in storage from the
previous October and November harvests, In well watered mountain regions
whers tubers are cultivated (yams, taro, manioc), storage houses such as the
kolombye are not so common. Rather, the primary form of storage is on the
stalk or in the ground. In someuhat drier areas where bitter manioc is
planted, the manioc is kept in the ground for as long as five years and
harvested as needed for consumption or sale,

Livestock. Animals such as cattle, pigs, and goats constitute the
psasant bank. The key animal in this regard is the pig. The current wholesale
slaughter of Haitian pigs is causing a serious financial crisis in peasant
households throughout the country. Pigs reproduce quickly and fetch a good
price on the markst. They are sasily sold for cash and readily serve as an

investment of harvest surpluses with the hope of interest in the form of
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offspring. Ideally, animals serve as the primary source of cash exchange
for sudden consumption needs such as food shortages, illness, school costs
or a death in the family. A wealthy peasant farmer in La Plaine du Nord
uses cattle to haul sugar camsout of his fields. It is easier for him to
sell some of these animals than to borrow money from a bank or moneylender
when he has special cash needs~-~including:the seasonal requirsmants of
agricultural production.

Investment in land. Land is the prime object of investment and a

key form of savings. The land may be sold for heavy cash requirements such
as a death in the family. There is in fact a very lively market for land
in peasant Haiti., Plots of land are designated to cover the cost of burial,
It is the aspiration of peasant farmers to purchase land in order tg cover
funeral expenses and leave-an inheritance for the children.

Consumer investments. The tin roofs of peasant homes constitute a

form of savings. In case of a financial crisis, the tin can be stripped

from the roof and sold for cash. The house may readily be re-ronfed with
thatch in the place of tin. Education of children is considered by many
peasant farmers to be a form of investment, an alternative to purchasing

land. This has the possibility of ~ return on the investment if a

child is able to get a salaried job or marry into a moneyed family by virtue
of a good sducatiin., Covering the cost of migration for a family member is
also considered a form of investment in the future. Large sums of money

may be borrowed at 100 percent interest or more to finance migration, 8.0.,

the migration of people from Fond des Negres to French Guiana during the 1970s.

Informal banking services. Peasant farmers do not use the services

of commercial banks. In some families there is a phenomenon of hoarding in

which funds are hidden in a secret p.ace rather than being invested or
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deposited with a financial instituticn. Peasant farmers sometimes leave
cash surpluses on deposit with "patrons" such as speculators, merchant
suppliers, landlords or employers. In Thiotte, large coffee producers
leave thousands of dollars on deposit with export howses in Port-au-Prince.
In one case cited, a local farmer had the coffee exporter buy a jesp for
him by drawing upon funds left on deposit. In sum, banking services such
as secure deposits, loans and financial references are commonly performed
by speculators, store owners, notaries, well-to-do peasant farmers or market
intermediaries as a feature of patron-client relations. In some cases,
patrons also serve as purchasing agents. Finally, there is a-traditional
form of short term savings in the practice of the koltiz, as it is called in
Chambellan, in which daily wage laborers sell their labor o- credit with a
specific visw to savings for end of the year purchase of meat during the

holiday meriod.

Categories of Debt

Ag an illustration of rural indebtedness, it is helpful to examine
figurss collected in a debt survey of the northern mountain community mentionsd
sarlier (page 7). See Table 1 below for ths results of a survey of 69 peasent
households, i.s., 352 people with debts totaling 15,000 gourdes, an average
of 217 gourdes per household.

Table 1. Categories of Oebt by Percentage of Oebts Acknowledged
in a Northern Mountain Peasant Community

Cersmonial obligations 30
Back taxes on land transactions 23
Consumption 22
Petty commerce 14
Land purchase and rental 7
Agricultural production 4

TOTAL 100
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The key to ceremunial debt is the cost of burial and the accompanying
ceremonial requirements. There is also indebtedness for other rites such as
marriage and first communion celebrations. Thers is an intimate relationship
betwsen burial and the turnover of land. When there is death in a household,
the family member who raises cash for burial costs generally gains access to
land. When land is not available to cover the cost, the sudden demand for
cash may lead to a usurious loan. Peasants are often willing to borrow at
usurious rates for burial sven though they would not consider doing so for
agricultural producticn dus to the problem of agricultural risk.

The degree of indebtedness shown above for back taxes is probably
much lowaer than the actual case. Most titles tg land are not current. The
actual figure on back taxes would be much higher if all holdings wers
surveyed and notarized for legal entitlement. Once land transactions are
registered with the notary, interest accrues on unpaid taxes. The level of
debt on land purchases would clearly be higher if interest on all unpaid
notary fees were taken into account.

The category labeled congumption includes debts fo- schooling,
treatment of illness, food, clothing and housing. If ceremonial obligations
are combined with consumption, the consumption requirements account for over
half of all debts in the community. School costs are a large item under
consumption. Debts accrued for food and illness ars linked in good part to
periods of drought or slack seasons of the agricultural year.

Loans shown for commerce ars a significant category of debt, but
they are much higher in peasant communities which are more strongly tied to
commercial ventures and the cash economy, e.g., see the discussiaon of a
community of bean merchants studied by Murray and Alvarez (1975). Small

traders frequently go into debt as a means of entering active trade.: Some
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traders are willing to pay high monthly interest rates for years in order
to maintain a level of income equivalent to daily wage labor. In such
cases there is little margin for cavings accumulation.

People may seek loans for agricultural praoduction, but such loans
are most often from friends, with little or no interast charged. In commus -
nities where agriculture is characterized by diminished levels of risk,
agricultural loans are mors common, even at usurious rates of interest, as
in wet rice regions of the Artibonite or other irrigated areas. A well-to-do
peasant farmer of La Plaine du Nord indicates that he will not borrow money
for high risk crops such as corn, beans or sweet potatoes, but he is willing
to borrow money far perennials such as sugar cane, plantains and manioc, or
irrigated crops such as rice. In lucrative bean producing areas such as
Thiotte, sceds are lent at high rates of interest for a quick return on the
investment in a crop of beans (3 months). Farmers in arid zones of the
Central Platsau report that they never borrow money at interest in order to farm,
but they are willing to borrow from friends or from the BCA when thers are
severe cash shortages due to crop failurs.

By any reascnable measure, the level of indebtednass in rural Haiti
is quite high. In some cases, families continue to make payments on inhsrited
debts. Debt is more strongly oriented to consumption and commarce than to
agricultural production. It cannot be assumad that consumption debts are
unrelated to investment in agriculture. Seasonal food shortages are a source
of debt: For marginal peasant families such debts constitute an investment
in the possibility of futurs livelihood. Speculators note that the pseriod
of greatest demand on t?gir resources for loans is in the fall of the year
when school goes into session. The amount of commercial debt varies a great
deal from one community to another. 1In general, levels of indebtedness appsar

to increase with greater participatiaon in the cash economy. It is of no small
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interest to note that tha patterns of indebtedness obssrved in tRe- northern
mountains show a strong parallel to the findings of Metraux in rural sections
of Jacmel. The most significant difference is that the percentage of families
acknowledging debt are nearly double that recorded by Metraux in the late

1940s (Metraux 1951),



CHAPTER III
TRADITIONAL SOURCES OF CREDIT

Peasant farmers saek to stretch limited incomes through a rangs of
maneuvers designed to avoid expenditure of scarce cash., Thgre are othar
strategies designed to gain special access tc funds on ghort notice. Same
transactions incorporate mixed forins of payment, commercial crecits or
outright loans of various types. There is considerable variation in these
arrangsments. Some mancuvers are very costly and others are not. A great
deal depends on the character of the relationship between borrower and
lender. The element of risk also plays a crucial role; scme loans are
secured by collateral and others are not. In soms casges the risk is shared
by both borrower and lendsr. The following discussion revisws several

distinct patterns of access to traditional forms of credit.

Advance Sale

This is known by such terms as vann jadin (selling the garden),
vann rekot (selling the harvest), vann fle (selling the buds), or vann sou
pye (selling on the stalk). Crops are sometimes sold in advance of the
harvest period. This may take the form of selling the anticipatad harvest
on a specific plot of land. Anaother variation is to sell by the tree, i.a.,
the production of a particular tres. A similar arrangement appliss to the

sals o animals, i.e., vann bet depi nan vant (selling animals in the belly).

If a cow is pregnant, the forthcoming calf is sold in ‘atal stage and
released to the buysr when the calf is weaned. The ssller of futures——
Crops or animals--~takes a loss in exchange for immediate access to cash,

18
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This loss may be calculatsed as payment of interest on a loan. Duration of
this "loan" is based on time elapsed until harvest (or weaning). For red
beans this would be nn more than thras months, and for rice no more than
six months. Other crops sold in this fashion include peanuts, lettucs,
yams, sweet potatoes, corn and millst., The harvest of fruit trees (oranges,
coconuts, mangos, breadfruit) is sold by the tree. Perennials such as
plantains, coffee, cacac and sugar cane are sold by land area under cultivae
tion rather than by the individual stalk or tres,

In the case of sugar cane, there has been considerable variation
in supply and demand over a period of years., O0On the northern plains,
producers are willing to sell the cane on cradit when thers is an excessive
supply on the market. The credit arrangement assures sale. When there is
a shortage of cane, buyers are willing to pay cash in advancs to assure supply.
When a producer has an urgant need for cash prior to the harvest, he may
seek to sell the harvest for three or four years in advance. Arourd La Plaine
du Nord this was a means of raising travel fare during tha period of small
boat migration to Miami (1980).

The loss on sale of harvest in advance is minimally 25 percent, and
it may well be 100 percent or more depending on the circumstances. This
amounts to an annual interest aof S0 to 200 percent eor more. Given ths
contingent nature of agriﬁulture, the rate of intersst may be considaered a
risk premium., The buyer carries the risk. Buyers are sometimes speculators
(coffee) or distillers (cane), but most such buyers appear to bs other
peasant farmers with sufficient cash resources to engage in commerce or
do a favor for a friend, with the harvest serving as collateral,

Examples:

—Aux Cayes: One Larreau of sugar cane valued at 3500 gourdes,

sold six months in advance for 3000 gourdes, loss of 1500 gourdes, equivalent

to annual interest of 150 percent on a loan against the harvest.
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~-Fort-Jacques: Lettuce vaiued at 100 gourdes, sold for
75 gourdes ong morith in advance of the harvest, loss of 25 percent,
equivalent to 400 percent interest per annum.
—~Rux Cayes: Fetal calf sold for 15 dollars six months in
advance of weaning, loss of 25 dollars, squivalent to annual interest of

333 percent plus the cost of livestock cars during ths six month psriod.

Cash Loans Kepaid in Kind

An important variation on advance sale is a system of borrowing
money tn be repaid in kind during the harvest, i.e., a specific quantity
of produce is to be paid in exchange for the loan. This procsedure is
not used to serl the entire harvest. Unlika the previous cases cited,
the borrower bears full responsibility for repayment regardless of crop
failure., )

Examplea:

—-Jeremie: 50 gourdes borrowed in exchange for one sack
of dried coffee to be paid six months later, loss of 50 gourdes, an
interest rate of 200 percent per annum,

—-Artibonite: 400 gourdes borrowed against payment of

160 marmits (a local measure by volume) six months later, loss of 400

gourdes, an interest rate of 200 percent per annum.

Loans in Kind Repaid in Kind

Lending at interest may also take the form of loans in kind with
repayment made in kind. These loans stem primarily from the demand for
seads during the planting season. Others reflect ths use of coffes beans
as a form of currency in which coffee is readily exchanged for money or

warehoused with a view to speculation,
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Examples:

~—Artibonite: Rice is borrowed for use as seed, e.g., a
pergon borrows 10 marmits with an obligation to repay 15 marmits at harvest
(six months), an annual intesrest rate of 100 percent, Landless farmsrs
without sesd capital may sharecrop a plot of land if they can borrow seeds
as well as land. The settlement of the harvest is half and half between
landlord and tenant (sharecropping) plus return of the seed with interest.
It is common practice for land poor farmers to borrow seeds fraom their
patrons, i.e., landlords or employers.

——Hinche'(peanuts): Another variation on the loan of sesds
is to lend seeds against a percentage of the entire harvest rather than a
precise quantity of seeds. 1In effect this is a form of sharecropping based
on seeds rather than land. The lender receives a one~third share of the
harvest and the borrowsr gets a two-thirds shars. Lendsr and borrower both
share the agricultural rijsk.

--Thiotte (beans): Beans are lent at 50 to 100 percent
interest per crop, the annual equivalent of 200 to 400 percent. Tha
borrower bears the full brunt of agricultural risk.

—Thiotte (coffee): In this coffes zone, one enterprising
market lady makes loans against the future coffee harvest. When she is
short of cash for lending purposes, she lends dried coffee beans. She is
particularly happy to lend coffes beans at praesent since the price is low
and she happens to be holding considerable stocks of coffee. She expects
to be repaid in coffee at ths rate of 4 bidons (local measure by volume) of
new beans for each bidon of coffee lent dry. She expects the 4 bidons to
dry down to two bidons after processing. This would be equivalent to an

annual interest rate of 200 percent.
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Credit and Rents

Certain types of land rental constitute a form of credit with its
attendant costs. Land is commonly rented as demouatyse (sharecropping),
fem (annual rent paid in cash) and potek, a form of rental at reduced rates
for several years at a time. The French term hypotheque (mortgage) should
not be confused with the Creols term potek, referring to a particular form
of rental. Rental in the form of potek is made available when there is an
urgent need for cash, e.q., a death in the family. A relative or neighbor
who lends money for funeral expenses may be offered a potek in lisu of
repayment in cash. 1In Duchity, coffee land is rented in this fashion for
up to seven years. In Beaumont, garden land producing an estimated 500 gourdes
a year in coffee may be rented for three years at 250 gourdes, equivalent to
an annual interest rate of 100 percent. Offering a potek is a convenient
way of raising cash in a hurry without threatening land ownership through

high interest rates on a mortgage or provisional land sale.

Credit and Land Sales
There are forms of land sale linked to borrowing money at interest.

Land and burial. Land is commonly reserved to cover burial costs.

When an elderly member of the family dies, land is frequently sold, usually
within the family. When such land is not put on the open market, it is

known as a vente protagee (protectad sale). Neighbors and relatives

voluntarily make interest-free loans availablg when there is a death.

This custom safeguards the interests of the lender in regards to reciprocity
when he or she has a death in the family. It also has the effect of putting
in a bid for land which might be sold to cover burial costs, i.a., the loan

turns into a down payment on land purchases.
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Mortgaqe (hypotheque). As the most significant form of peasant

property, the land serves as callatsral for loans—~sa long as the land is
held with secure title. Land thus serves as an effective bagis for raising
money. Land is mortgaged for loans from licensed moneylenders and notariss,
but unlicensed moneylenders also request land titles as collateral. In

Creole this practice is known as bay kimbe papye pou kab prete (giuing

title to hold against borrowed money). Such transactions may be based on

a simple unnotarized receipt showing conditions of the loan. Seas Appendix A
for an example of this type of informal receipt. These receipts cenceal

as much as they reveal but they have the effact of guarantesing a loan.

The receipt conceals the principal and the rate of interest, It simply
states what the borrower owes the moneylender and indicates the deadline

for repayment.

Provisional sale. Title to land may also be turned over to a

moneylender under terms of a bill of sale, a practice known as vents a

remere. In effect the property has been sold with the provise that it

may be re-purchased upon repayment of the loan plus interest. This practice
is officially forbidden in rural areas since promulgation of the Code Rural
Francois Duvalier in 1962. It is still legal in urban areas, and it continues

to be practiced in rural areas as a vents conditionnelle (conditional sale)

in which the conditions are verbal rather than written. It may be that the
actual incidence of this abusive practice has been exaggerated by novelists
and other writers, but it is without gquestion an ongoing practice with its
attendant land loss in the face of default on high interest loans,

Where provisional sale is used as collateral, the amount of the loan
does not exceed 40 or 50 percent of the presumed market value of the proper;y.
Interest rates are commonly 10 percent per month, an annual rate of 120 percent.

A Cape lawyer observes that if a borrower makes interest payments, the
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vente a remere technically converts to a mortgage. Payment of interest thus

converts ths sale to a mortgage and protects re-purchase rights,

Purchasing Goods and Services on Credit

R further corollary of cash scarcity is the practice of buying and
selling on credit. Macket ladies sesk to establish credit with their
suppliers. If supplies are short, markst ladies may seek to advance funds
to assurs their supplies. These monevvers are based on a special client
relationship knuwn as pratik (clieatship). A market lady who sells to a
regular customer may include a degi (bonus) to har pratik (client) when
measuring out the produce or merchandise. Amecng laborers it is not uncomman
to ask for &~ avaloua (advance) to cover the cost of food consumption for
the day worker. Cobblsrs and other craftsmen also use avaloua to avoid
tying up funds in inventory. With the funds advanced, they buy the materials
necessary to make a pair of shoes., Storsowners customarily meke credit
available on purchase of items by psasant re-sellers. In most cases they
do this without interest charges as it is a way of assuring a market in
rural areas. This type of credit is usuelly extended faor no more than a
menth or two.

Examples:

-—R large stomowner in a small southern touwn has extended
credit to 37 peasant clients. The valus of merchandise purchasad rangses
from 300 to 15,000 gourdes. The marchant does not allow credit to remain
outstanding for more than thres months, and he generally expects payment
within a month. He himself buys on credit from large Port-au-Prince
importers and is billed manthly.

--A baker along the road to Bahon buys flour on credit
from larger merchants. Hs sells bread an credit to peasant resellsrs,

but requires 80 percent of the purchase to be paid in cash at the time of sale,
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with the remainder due when the bread is sold.

~—A peasant market lady on the road to Dame Marie buys flour
on credit, has bread made at a lacal bakery and sells bread out of her home.
She buys two sacks of flour regularly at 145 gourdes per sack. Every two
weeks shessttles with ths flour merchant and buys two more sacks on credit.

-—Resellers of fertilizer in L'Esters may purchase fertilizer
on credit by the sack. A sack selling for 90 gourdes is sold on credit for
95 gourdss even if purchased in the. mornina and paid i up on the evening of
the same day. The interest charge comes to 5.5 percent per day or 2000 percent

per annum,

Labor Credit and the Koltiz
Rotating labor groups are a common form of labor organization,

Southem labor groups known as koltiz (also atibisyon or ribot) are accustomed

to selling daily wage labor on credit. This is done specifically with a
view to reservirg funds for family. celsbrations on the first day of
January. Payment for work done in the manth of January is collscted the
following November in ordsr to assemble . funds - to purchase of a cou.
The cow is slaughtersd on December 31 in a festive manner, and the meat

is divided among the group's members according to number of day's worked.
If the money is not sufficient to purchase a cow, the fund is divided amang
workers in the form of cash. This constitutes a form of savings among day
laborers who extend credit to their employers. In one case observed, the
day labor is sold for credit at interest amounting to SO0 percent per .anaum.
In Camp-Perrin, a day's work in January costs three gourdes on credit,

or two gourdes for cash; however, the extra gourde is to be paid on the

day worked te cover food and drink during the workday.
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Rotating Credit Associations
The cengle is a group credit arrangement with structural parallels

to the organization of rotating labov groups such as the escouad or ramponan.

See Appendix Bfor an example of an active =~ functicning cenglg at the time
of field visits. This practice is known in all mejor regions of Haiti, but
it is not universally practiced. It goes by several different names

including sol, asosye and komble.

Each member of the group contributes a prescribed fee on a regular
basis, e.g., daily, weekly, bi-weekly or monthly. The fund thus collected
is given to sach member of the group in turn. All members eventually
participate or a rotating basis, If thers are 12 people and the fund
rotates each month, then every member will receive the collected funds,
knouwn as the min (hand), once each year. In effect, this is a type of
forced savings in which a member contributes a share each week and gets
his money back in a lump sum on a date fixad in advance.

The cengle is more common among salaried workers than peasant farmers;
however, some farmers do participate. It is common in government officeas,
schiool gsystems and constructicn sites. There are small groupings
among market ladies who see each other daily in the marketplace. Market
ladies in Cayes collect from 10 to 50 centimes daily for a cengle which
pays out the min once a wesek on Sundays. The town of Bahon has at least
six cengles operating at the present time. These groups have feses ranging
from 10 gourdss per week to 200 gourdes per month. Farmers whe participats
in cengles often have commercial activities which supplement agriculture.

In one rural section of the northe:n plains a 10 gourde per wesk cangle
operatss among farmers engaged in small commercial ventures including a
bakery, lottery sales and speculation. These individuals maka plans for

their funds ahead of time in order to maximize their use commercially,
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In contrast to the northern cengles observed, the kombls of Marche
Leon (Jeremie) has more of a festive or recreational character. It is
practiced by peasant farmers who gather on Sundays for games of chance.
AR lottery system is used to designate the week's rensipient of the fund,
All members receive funds but the rotation is determined by the weekly
lottery as a festive svent. In Leon the komble have as many as 50 people,

and weekly contributions to the fund vary from 10 to 50 centimes.

Moneylenders

There are numerous moneylenders in Haiti. Lundahl (1979) estimates
that the ratio of borrowers to lenders may be as little as 8 to 1. This
very low ratio is calculated on the basis of an gstimated number of spsculators,
large peasant farmers and traveling market intermediaries. Without guestion
there are a large number of lenders; however, there are relatively few
who specialize in making a living in this way. It is most frequently a
sideline of other occupations, an occasional commerce when there is a
temporary surplus of funds availabls. Furthermore, the scarcity of capital
resources among most rural inhabitants has the effect of making special
access to funds a highly valued asset. The contingent character of peasant
agriculture and the presence of non-monetized sectors in peasant econamy
make moneylending a high risk venture. The decentralized character of
moneylending contributes to the diversity of forms which it takes. Some
of thsse forms have already been explorsad, especially in manipulations of
land, crops and petty commerce. Given the prevalence of debt in rural
Haiti, it is essential to explore the range and variation of moneylenders,
The discussion which follows focuses on different categories of pecple
who lend money. in addition ‘to-the loans discussed in the narrativae,

sse Table 2 below for selected cases at a glance.
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Table 2, Selected Cases Illustrating Various Types of Traditional
Ltoans, in gourdes, with Interest Rates by Parcent

Rate of Interest

_Source Amount Guarantee Time Ag Cited Annual Comments

Friend 200 none 1 year voluntary 7.5 For speculation
'Friend 2500 none 1 month  5/month 60 For commerce
Speculator 150 coffee 6 months none none  For schooling
Speculator 1750 coffee 1 week none none  Cash flow prob-death
Speculator 50 coffaee 6 months 100/4year 200 Repay by 1 sack
Pawnbroker 150 Jjewslry 20/month 240 Pawned at interview
Pawnbroker S0  bedspread 7 months 10/week 520 Redesmed at interview

(Client paid interest equal to value of loan, actual rate only 168% per annum)

Notary 100 co-signer 6 months 10/month 120 For petty commerce
Licensed Client lost house:

Usurer §000 Property S years 5/month 60 Vente a remere, land lost

" %500  Property 10 years 5/month 60 " "

Usurer 20 none 1 day 10/day %ﬁSD From borletier/lender
Usurer 20 none 1 week 100/uweek 5200 "

Usurer 3500 raceipt 6 months 25/month 300 Far vegetable commerce
Usurer 1500  recsipt 6 months 5/week 260 For fertilizer commerce
Usurer 200 receipt 3 months 50/2ysar 200 For bottle commarce
Usurer 500 recaipt 5 years  15/month 180 For schooling

Usurer 500 receipt 2 years 10/month 120 For commerce

Usurer ‘500 receipt 8 yesars  25/month 300 Unpaid, land lost

Pawnbrokers. There are pawnbrokers in most Haitian towns and cities

but rarely in rural areas. Formally they are known as maisons d'affairss or

agents d'affaires, but in Creole they have such names as plann, melimelo or

935925:9395. In principle, the pawnbroker makes loans against an abjact of
value left on deposit as collateral. See Appendix C for the text of a
pawnbroker's receipt. Receipts for loans and items pawned are commonly written
up in the form of salas receipts, i.e., provisional sale. Most pawnbrokers
charge 20 percent intersut per month although some charge 25 percant or more.
AR pawnbroker in Cap-Haitien charges 10 percent per week for loans under 100

/

gourdss, and 20 psrcent per month for loens over 100 gourdes {annual rates

of 520 and 240 percent interest). There are certain limitations on total
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interest paid. 1In principle, licensed pawnbrokers ars not allowed to
charge interest which exceeds the value of tha loan.

The deadline for repayment of the loan serves as a cutoff point
beyond which the object on deposit can be sold if unredeamed. The Caps
pawnbroker gives a three month deadline for redeeming an object; hcuwsver,
he does not generally sell items until a year and a day have elapsed.
(This is verified by clients as well as deposit slips.) OQOther pawnbrokers
do not hesitate to ssll items after three months have elapsed, especially
in smaller towns. If interest payments are kept up, the deadline for
repayment of the loan is extended. Loans ars based on the appraised
value of the object pawned. These loans do not excged one half of the
object's estimated market value. Most loans vary between 5 and 500 gourdes
against such items as clothing, radios, fans, blenders, flashlights,
Jewelry, stereo equipment and bicycles. Interviews with clients and
Pawnbrokers suggest that pawnbroking is strongly affected by the flow of
luxury consumer goods from relat’.ves living abroad. In effect, radios
and tape players enter the domain of transfer paymsnts to relatives as
a supplement to the transfer of currency. Many of these items then find
their way to the Pawnshops as collateral for loans. This is especially
true of the larger towns and cities of Haiti. There are literally dozens
of pawnbrokers in the city of Cap-Haitien, whereas there ars only four in
Hinche, two in Grands Riviere du Nord and none in Bahon.

friendly loans. A large share of indebtedness in rural Haiti is

to friends and relatives. Much of this is interest-free; howevar, such
loans carry with them the oxpectation of favors in return. Friendly
loans tend to be held indefinitely unless the lender takes initiative
to ask for the money to be returned. Anyone with visible access to cash

is subject to requests for loans. Some people with wealth avoid lending
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money by plesading poverty or avoiding the display of wealth. Friendly
loans are an important feature of patron-client relations. Patrons
(landlords, employers, store owners, speculators) are willing to grant
interest-fres loans to assure a client's labor, purchasinc¢ power or other
useful services,

Some friendly loans carry interest charges. For example, a peasant
farmer 'in Bahan oncasionally borrows money from a relative wha does not
ask for interest payments; however, ths borrower voluntarily pays 15 gourdes
on a 200 gourde loan (7.5 percent interest) as a hedge aginst the possibility
of future loans. A market lady's fund of commercial capital lies dormant
while she is not actively trading, so she may lend out funds at interest.

A man saving money to build a house may lend his savings to a market lady
for a few months. In one such case, ths lender made 300 gourdes available
on condition that 350 gourdes be returned in thraee months, i.s., an interest
rate of 67 percent per annum.

In friendly loans the barrower may settle with ths lender by sending
weekly provisions for housshold use (payment in kind) or by splitting the
profit in two equal shares (payment in cash, shared risk). Loans with an
interest charge may later be renegotiated in favor of the borrower.
Well-to-do merchants borrow from friends at interest rates of S perceit per
month (60 percent annually). This is not considered usurious by either
borrowar or lender. Some merchants say anything under 20 percent interest
per month is a "favor," i.8., anything under an annual interest rate of
240 percent.

Speculators. The hundreds of speculators dispersed throughout
Haiti are a significant channel for credit. As coffee buying agents,
speculators are advanced millions of dollars from the coffes export houses

in order to buy coffee from peasant producers. The annual value of coffee
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exports has varied bstween 33 million and 91 million dollars during the
past fiv: years. In 1981--82, coffee exports amounted to 36 million dollars.
The producsr's shars is certainly no more than half of this and possibly
less due to heavy taxation and the costs levied by € porters. Evan taking
into account the value of domestic consumption of coffee, the harvest of
1981-8Z could hardly have excseded 48 million dollars in valus. Only a
portion of domestic consumption passes through tha hands of the export
houses, so coffoae incoms flowing back to peasant producers was certainly
no mora than 24 million dollars in 1981-82.

In any case the coffase trade constitutes the single most important
flow of dollars into psasant households. A large share of these funds
originate in the form of credit advanced to speculators from exporters.
Speculators begin receiving funds in September and October with final
settlement of their accounts to be made the following April. Speculators
also invest their own funds in coffee buying. Ouring the off-seasaon they
contie to buy some coffes, but their capital funds at this time stem
primarily from their own resources rather than the export houses. When
the market is right, speculators may choose to borrow funds at intersst
in order to take full advantaga of the market, e.g., a speculator in
Jeremie borrowed 50,000 gourdes from another local merchant at 5 percent

per month (60 percent per annum) using the vents a remers (provisional

sale of property) as collateral.

A speculator's commerce is limited not only by the supply of capital
funds, but also Ly access to coffee suppliers. 1In order to assure a ready
supply of coffee, the speculator seeks out Sudb-agents, usually peasant
farmers, to buy for him and encourage other farmers to sell to him. These
unlicensed coffee buyers are knoun by various names such as zombi (living

dead), lake (tail), voltije (vaulter) or soumarin (submarine). These
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sub-agents engage in buying practices that ara not subject to the same
controls as licensed speculators. Unlike speculators the sub-agents do not
use scales; thsy buy by volume rather than weight, There is less guality
control over coffee nurchases; they are willing to buy green coffee (forbidden
by law). They also lend money at interest. Speculators advance money to *'.eir
2ombi agents in rural neighborhoods, and these agents in turn lend out
money to coffee producsrs. The peasant sub-agents are quick to purchase
harvests in advance or lend money in retucsn for payment in kind., So long
as they supply coffee and make payments to the speculator, the sub-agents
are not subject to strong pressures to make full payment on debts which they
contract with speculators,

Aside from engaging sub-agents, speculstors extend credit in other
ways to assure the supply of coffee., This takes two forms: 1loans
at interest, and interest-free loans. Interviews with clients and speculators
suggest that the bulk of speculator loans are interest-free. Licensed
speculators ara likely to extend loans to regular clients, with no
interest charges, as a way of protecting coffee supply and maintaining
pratik (clientship). Speculators are more than willing to take a loss on
these interest~-free loans to clients. A speculator in Jeremie has 30,000
gourdes out in uncollected loans to his clients. He figures tc take an
80 percent loss on these loans but still considers it a worthwile investment:
It ties clients to him and assures a regular supply of coffes during the
harvest. Other speculators show a default rate of 50 percent on loans
amounting to thousands of gourdes. So long as they owe the speculator,
clients feel duty bound to bring him their coffee, and the speculators
may well pay cash rathar than accepting coffee for debt ssrvice. Or, a
speculator may annul a 25 percent portion of the debt if a farmer delivers

part of his harvest for debt service, i.e., the speculator pays a bonus,
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Some clients seek out other speculators rather than returning to the one
who lent them money. More often, howsver, the client relationship is
maintained,

What is clear is that coffee speculators are an important source
of rural credit. The peak time for lcan requests is October, the period
of school openings. Loans for schooling are often rapaid in February or
March when producers are in the final stages of coffee harvest. Speculators
also lend money for marriage and burial ceremonies. A speculator in Thiotte
lent one cliant 1,750 gourdses on short notice, fres of interest, for funeral
costs. The client returned the money within three days after selling soms
livestock. Most loans reported by speculators are for consumption, with
school costs at the top of the list. Loans vary in sizs but most such loang
appear to vary from 50 to 150 gourdas.

Spaculators perform a seriess of banking functions. Aside from
lending money, they are a ready source of quick cash. They also hold money
on daposit on behalf of a client. They may ° use this money without
paying interest to the client. 1In some cases_they serve as purchasing
agents on behalf of a clisnt with funds on deposit. for exampla, speculators
in Beaumont purchase tin for peasant clients who ars building homes.with tin
roofs,

Notaries and surveyors. The position of notary is of special

significance due to the notary's official capacity in drawing up title

to land, levyirg taxes on land transactions and cettifying receipts for

land purchass. Unlike licensed moneylendsrs, notaries are present in

all communes of Haiti, even in remote areas. The position offers special
opportunities for lending money with legal sanctions and land as collateral.
Interest rates vary but the most common rate cited is 10 percent per month
(120 percent per annum). Notariss also lend money when no land is available

as collateral. For example, a market lady who needs capital funds may
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approach a notary for a loan. If the notary does not know the person, he
may rsquest a co-signer for the isnd. Receipts or written conditions in
such loans carry considerable weight due to their official character. If
a notary has a patential client but ng funds, he may ssek a
deposant (dspositor) to make funds available for the transaction. In such
cases the notary and the depositor share the intsrest which accrues, genarally
@ third to the notary and two-thirds to ths despositor,

Similar to notaries, surveyors ars in a special position to make loans
at interest. Surveyors are officially appointed by the state. Their servicas
are required for legal entitlement of land or formal divisions of inheritance.
If money isn't available to pay the surveyor's fee, the surveyor may lend
money against land as collateral or aven make an arrangement for payment in
the form of land. Surveyors caommonly engage in the traffic in land as a sideline
of the profession. The commerce in land and moneylending may well be more
important than the survey fees collected.

Usurers. When people make reference to usurers, they do not gensrally
have in mind pawnbrokers, notaries or speculat rs. Reference to usury is
made in terms such as lajan ponya (dagger money) or Dese ke (pierce the hesart).
Usurious lending is practiced by those licensed for this purpose and by many
more who are unlicensed. Mast usurious loans are not made by licensed money-
lenders. Licensed lenders are limited primarily to larger towns and citiss.
Many market intermediaries and gro abitan (large peasant farmers) make
occasional loans at high rates of intsrest. Boat captains and agents of
migration also make loans. Local usurers profited from the small boat traffic
to Miami. There is a close tie betwesn moneylending and borlette lotteries;
however, it should not be assumed that borlette is simply a front for mongy=-
lending. Borletts operators have to maintain sufficient cash resources on

hand to cover their obligations when the lotterieg fall against tihem. On
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the other hand, borlette is a very successful business in Haiti. A borlstier
with surplus funds and savings may well lend money at interest. 0One of the
largest borlette opsrators in Port-au-Prince reputedly began her carssr in
moneylending and later investsd in borlette.

As a commercial venture, usury is most effectively practiced in the
context of salaried workers (Factories, of fices construction sites, road crews)
or zones of heavy commercial activity, e.g., L'Esters is one of the largest
marketplaces in the country, In thase settings small sums are lent for the
short term at very high rates of interest. For example, workers on road
crews may find it necessary to borrow money for consumption requirements
prior to the end of the month. Usurers are willing to advance 70 or 80 percent
of a manth's pay to a worker in exchange for his paycheck at the end of the
month. Such practices are especially prevalent in situations whers payrolls
are delayed for a few days. The practice of lending money against a paycheck
is known as vann moua (selling the month). At monthly interest rates of
20 to 30 percent, these loans amount to an annual interest rate of 240 to
350 percant. At the cane mill near Cayes, a worker may borrow 100 gourdes
on condition of repayment at 25 percent per week (1300 percent annually),
or 20 percent for a two week period (514 percent annually), 1In principle,
these are short term loans, butthere are cases whers such loans remain
unpaid for the duration of the cane harvest, a period of five or six months,
with regular interest payments assured through the factory paymastar esach
payday, i.s., the lendsr is paid before the worker receives his paycheck,

Loans ars sought by market ladies seeking funds for petty commercas.
One small trader in L'Estsre has held a 500 gourde loan for over a year.

She pays 15 gourdes Per week in interest, an annual rats of 156 parcent. A
woman trading fertilizer holds a 390 gourde loan and pays 15 gourdes sach

week, or 260 percent per annum. Anothar woman borrows 20 gourdes for one
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day's work twice each wesk. She picks up the maonsy in the morning and
returns it at night with 10 percent interest. At two days per week for
a year, this amounts to a total of 1040 percent paid in interest in the
course of a year's time, or an interest rate equivalent to 365G psrcent.
A borletier of L'Estere frequently lends 20 gourdes on Friday with the
expectation of 10 gourdes interest on Tuesday and another 10 gourdes on
Friday until the principal is paid. This amounts to 100 percent interest
per week, or an annual rate of 5200 percent. For the petty trader who takes
out a high interest loan for one day's trads, the commsrce
is hardly more lucrative than the going rate for agricultural wage labor
in nearby rice paddies (3 to 5 gourdes for a day's work). Compared to daily
wage labor, this petty commerce has the considerable disadvantage of risk
on the borrowed capital plus the very real possibility of a profit margin
inferior to a daily wage.

In some cases usurious loans are held for years at a time. A
peasant farmer near Chambellan took out a S00 gourde loan about five years
ago to pay for schooling. Over five-years.this comes to a total of §SDD
gourdes on a 500 gourde loan. In the same family a woman does petty commercwy.
For a two ysar period, she held a loan of 500 gourdes at SO gourdes interast
par month (120 percent per annum). In Fort-Jacques a man has held a 500
gourde loan at 25 percent interest per month for esight years. At 300 percent
each year, this borrowsr should havsg paid 12,000 gourdes in interest. The
case is presently in the courts for default on the loan)and the farmer
has lost land for debt service. There .are many caszs of high interest loans
held for lengthy time periods. In some cases, non-payment of interest leads
to interest charges on the unpaid intsrest. In border areas peopls fles across
the Dominican border to escape their debts and imprisonment. For soms peopls
thess usurious loans constitute a form of debt peonage leading to land loss

or a permanent state of indebtednass.



CHAPTER 1V

FORMAL INSTITUTIONS AND THE SUPPLY OF CREDIT

For the sake of comparison with traditional supplies of credit,
it is helpful to briefly examine the institutional forms of credit. This

is followed by a summary and discussion of kay issues.

Bureau de Credit Aqricole

The largest rural credit program in Haiti is the BCA which reaches
about 15,000 peasant Tarmers, an estimated 2.5 percent of the rural farm
population. Although the agency has five regional offices and many district
offices in local communities, the 8CA has neither the staff nor the funds
to make credit available to more than a small fraction of rural communities.
Like other credit programs, the BCA has had problems maintaining a high
rate of repayment on its loans. 1In rscent years the management has been
improved and rates of regpayment are up., Unlike other institutions, ths
BCA does not focus on supervissed credit linked to integrated dzvelopment
programs. This has its disadvantages in terms of economic impact, but it
also has the distinct advantage of flexibility in relation to traditional
peasant farm requiremants. Nevertheless, the BCA cannot begin to meet the
potential demand for credit in rural Haiti. This is illustrated by the
existence of BCA clients who invest loans in lending money to small farmers
unable to receive BCA funds. Some BCA clients note that they borrow from
BCA as well as traditional sources in order to meet their credit needs;
however, they borrow less from other sources as a rasult of the BCA loans.
There simply are not enough funds available to meet the demand. Furthermore,
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traditional sources mest needs not served by the BCA or other formal
ingtitutions.

The availability of BCA funds has had its effect on traditional
sources of credit and on traditional forms of peasant organization.
Farmers near Hinche indicate that since borrowing from the BCA, they no
lnnger borrow funds from other sources. 1In tnis case the other sources
are primarily loans from friends and relatives, and the purpose of such
loans is agricultural production. One farmer indicates that he has nesveyr
borrowed funds at interest with a viay to planting crops. Only after a
series of croup failures did hs ssek credit from the BCA. To do so hs
first made contact with an organized socisety which had already received
loans from the BCA. He'was unable to Join this society, so he organized
one of his own in the neighborhood, following advice from the veteran
socisty. The time elapsed from being organized as a credit society to
receiving the first BCA loan amounted to about a year. The initial loans
are being used for traditional forms of agricultural production.

The new society is composed af the mambers aof a traditional work
group known as a Lamponon. This is a natural peasant grouping.in the
senss that it is composed of pecple tied by special relationships and
organized around economi.c activities. In other words, a traditional
work group is presently functioning as a BCA credit society,.

As a rule, credit societies are formed in response to the community
contacts made by BCA agents. For exampls, a saciety was organized in the
Artibonite about a year after initial contact with local paople by a BCA
cradit agent. Once societies such as this receive funds, other groups
tend to spring up in the same area in order to requast funds. As a
result, many societiss form but are unable to get credit due to shortage

of BCA funds. 1In the ragion of Cap~Haitien thers has been a large increase
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in new credit societies during the past year, but only a fraction of these
groups have received loans. In La Plaine du Nord, LOO new societies formed
in the last quarter of 1982, but only atcut 25 of chem are being granted loans,
In Hinche, a society was organized for 15 months before gaining access to
BCA credit. 1In short, BCA credit is in short supply compared to the demand
from organized credit societies. In contrast to loans on short notice from

moneylenders, the BCA loans are anticipated for months or years in advance.

Other Instituional Lenders

IDAI (Institut ds Deueloppg@gq&_ﬁgricole et Industriel). IDAI was

organized in 1961 following a preceding agency in existence since 1951.
IDAI has long been a channel for developmant funds from thsz Interamerican
Development Bank. It is oriented primarily to madium and larger sized
firms engaged in capital intensive production., IDAI has no program of
unsupervised loans to small farmers; however, about 30 percent of its funds
are invested in supervised credit programs for peasant farmers, primarily
on irrigated land., The majority of these farmers are engaged in rice
production as a heavily capitalized :zash crop. Nearly half of the small
farmers receiving IDAI credit are under jurisdictian of ths Gonaives regional
office. |

IDAT small farmer credit is §riented strongly to commercial agriculture.
A significant portion of the IDAT small farmer program is adninistsred
througv joint projects with other large institutions. In the Agtibonite
Valley, IDAI handles the credit program and ODVA provides technical support.
IDAI also collaborates with FACOLEF, a canning alant in the plains of
Cavaillon. About 12,000 gmall-farmers prasantly benefit from the IDAI credit

program, This is an estimated 2 psrcent of Haitian peasant families.



40

ﬁggg:igﬂggﬁgég{_Egmgggigg. A number of large firms incorporate credit
to small farmsrs as a msans of assuring primary goods for processing.

1) Sugar mill: The Welsch Sugar Mill nsar Cap-~Haitien has used
heavy equipment to plow peasant land for cane production. This was done on
credit, with payment due in the cane harvest.

2) FACOLEF cannery (Cavaillon): FACOLEF uses IDAI credit to raise
tomatoss on 300 peasant farms in the plains of Cavaillon. An average of
3,500 gourdes per Ltarreau are invested each season on 280 carreaux of land,
Payment is made at harvest when the tomatoss are sold at a fixed price per ton.

3) CONASA cannary (Cap-Haitien): This cannery buys fruit such as
Mmangos, guavas and sour sop. It doss not engage in credit programs for
agricultural production; however, it advances funds to local fruit buyers,
In most cases, ths producers of the fruit ars peasant farmars using traditional
methads of production. The system of supply is similar to that of
coffee exporters. 1In other words, credit is advanced as a means of assuring
the supply of fruit. The comdany daes not charge interest on credit advaricad
to buyers. Tha buyers are not plant emaoloyees. They work on commission, but
they are also in a pasition to advance fuads at interest to peasant suppliers,
©.08., buying harvests in advance, or making loans against futurs paymants in
kind. In 1982, CONASA advanced 160,000 dollars for the pJrchass of fruit,
primarily mangos.

4) Comme Il Faut tobacco company: The national tobacco comaaay
has a program of supervised credit in order to assure an adequate supply
of local toYacco for manufacture of cigarettes and cigars. Ths company
advances capital inputs and funds into peasant farms and large plantatinons
in Cayss, Leoganae, Mirebzalais, Cap-Haitien and Fort-Liberte. The company
reportedly invests as much as 3,000 gourdes par Carreau in ths form of

cradit.
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Regional development agencies.

1) O0ON (Organization pour lg Developpamant du Nord): The cradit
program of this government agency has been turned over to ths 8CA daring
the prasent fiscal year. Between October 1978 and September 19t2, ODN maida
2,335 loans tataling 1,533,274 gourdes. These wsre supervised loang to
individial farmars participating in campaigns devoted to particuler crops
such as corn, beans, manioc, peanuts, plantains and rics. Soms loans were
extended for chickan aradyction, farm tools, and grinding mills for rice,
manioc, corn and sugar cane. Initiativa for this credit program came
from JDN technicians. About four or Five months slapsed betwsen contact
with farmers and sxtension of credit.

2) 02PG (Organism 204r le Jeveloppasnznt de la Plaine de Gonaives):
ODPG administers short term credit as a featurs of its work with 2,000
peasant farmers living within the irrigation projsct area. This cradit is
fres of interest charges. It often takes the form of capital inouts rathsr
than cash. Cooperating farmers averags one-half hectare of irrigated land.
Production is gaared primarily to beans and corn. The loans are repaid in
thres to five manths during tha harvest. Louns are oriented to individuals
rather than groups. Thay are limited ts farmars with irrigated land. The
damand for ODPG credit is limited by thes amaunt of land uadar irrigation.

3)° 0DVA (Organisme pour le Developpement de la Valles de 1'Artibanita):
This governmaat ageacy provides technical services to a supervised credit
projram for rics farmars. See IDAI above.

4) Fonds Agricole (HACHO): This German projram is a companant of
H4CHJ, an agency sarving the northwest region, During the past yaar
Foyds Agricole lent 173,000 gourdes to 720 planters in irrigated zones
under development by the agsncy. This is a closely supervised credit proajram

to individual farmers with irrigated land. Interest is charged at the rate
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of 10 percent per year. Repayment is not expected for two months after
the harvest in ordser to give planters the benefit of price speculation on
the market. The demand for this credit is a function of the amount of land
under irrigation.,

Small private agencies. There ars a number of smaller credit

programs linked to religious organizations or small development agencies.

1) Credit unions: The Oblate Fathers took initiative to establish
Cooperative credit uniens in the 1940s. Such cooperatives, or caissas
populaires, continue to operate at the present time as a secular movement
under the overall coordination of the Conseil National de Cooperation (CNC),
Representatives of the CNC are unable to deiermine numbers of loans made
or funds dispersed through its member cooperatives. They estimate that
certainly no more than 1,250,000 gourdes would be available for loans

through the caisses populaires. Many cooperativas in Haiti maks funds

available for burial expenses. In Bahon a small cooperative (38 members)
makes loans at 2 percent per month (24 percent per annum). Most such loans
do not exceed 100 gourdes, and they.are generally for agriculture or commercs.
Single shares in the Cooperative are 5 gourdes, and 75 ..percent of the shars
funds are made available for loans. Near Hinche the COSMICA cooperative
is a federation of 250 small groups of peasant farmers. Loans to thess
groups are made at 6 percent interest per year. In the past ysar a total
of 150,000 gourdes were loaned to 66 small groups. Due to a shortage of
funds, no new groups will receive funds in the current year despite a strong
demand for such loans. Most of these loans are invested in traditional
forms of peasant agriculture on the Cantral Plateau.

2) IDEA: This is a program of the Holy Cross Fathers in Cap-Haitien.
It is oriented to adult aducation and community development. IDEA

administers a revolving fund of 80,000 dollars as credit for small groups
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of farmers in 43 northern communities. The small groups generally invest
in stocks of grain in order to benefit from seasonal price fluctuations
and avaoid paying high prices for seed grain.

3) Haitian-American Development Foundation (HADF): This foundation
makes loan funds available to small business.: Up to now it has not directed
agricultural credit to small farmers. It may expand its portfolio to
include agro-business venturss in rural areas, especially in the region

of Petit-Goave.



CHAPTER V
CONCLUSION

Formal and Informal Credit

Between 1950 and the mid-1970s, formal sources of institutional
credit reached less than one percent of Haiti's peasant farmers (Lundahl 1979),
Repayment rates in formal credit programs have generally been undsr 60 percent,
and administrative costs have always been high., Accurate figures on rural
credit are difficult if not impossible to get, even from institutional
gsources. At the present time it may reasonably be estimated that not
more than 6 parcent of Haiti'y 650,000 peasant farm familiss have access
to credit from formal institutions, i.s., the BCA, IDAI, regional developmant
agenciss, agro-industrial companies, credit unions and private development
agencies. In most cases, interest rates vary betwsen 6 and 12 parcent.

The BCA charges 12 percent interest plus a 2 percent service chargs.

Peasants are essentially cut out of the credit marksts from
commercial banks. The few well-to-do peasants with bank accounts ars
generally unable to borrow funds from banks. Even wealthy merchants find
it =asier to borrow funds from usurers or fellow merchants rather than
banks. If a borrower needs to find an acceptable co-signer for a bank
loan, this may result in additional costs to him above and beyond the
interes: charges and formalitiss required by the bank.

Credit availabls to peasants from the formal lending institutions
is highly specialized. Except for the BCA and a few small programs,
formal credit is a supervised form of credit closely integrated into a
development project or commercial enterprise. Initiative for such credit
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comes from the agency rather than the farmer. Access on the part of
small farmers is a question of location within the targeted project area.
Loans are made to individuals rather than groups. The loans ars short
term. Their duration is tied to the next harvest. A considerable share of
this credit is linked tn irrigation agriculture under government supervision,
The demand for credit is a function of factory requirements for primary
produce, or it is simply a function of the amount of land brought under
irrigation by the agency. . Demand is limited by the terms of the project.
Capital intensive agriculture is only a very limited sector of overall peasant
production. In some projects the amount budgeted for small farmer credit
far exceeds the amount actuallly distributed. 1In short, the supply of this
specialized credit presently exceeds demand.

In comparison to formal institutions, informal sources of credit are
more readily available, but supplies are still inadequate for two basic
rsasons: 1) Informal credit is not always available when needed. 2) When
credit is available, the client may find the conditicns unattainable or
highly abusive. Some of thesa conditions threaten land loss or debt peonaga,

Borrowing money is fundamentally a question of moun pa-ism,
special relationships. It is not at all clear that anyone who wishes
to borrow money can find a lendar. Lending sources are based fundamentally
on personal ties. Impaersonal sources such as licensed moneylenders are
more common in urban areas. Among small farmers, access to credit of any
kind, even usurious credit, cannot be taken for granted. Farmers with land
or other guarantees stand a batter chance of borrowing funds, but not all
peasant farmers can demonstrate clear title. Furthermore, supplies of
credit from the feuw sources normally available ars quickly exhausted,

i.e., neighbors, relatives and patron-client relations
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Given the choice of different sources of cradit, both formal and
informal, where ars small farmers most likely to borrow meney? The
following lists are organized in order of small farmer access to various
forms of credit. In each column the first line represents tha most accessible

and the bottom line the least accessible forms of credit.

Table 3. Small Farmer Access to Various Forms of Credit

"1 II III

Institutions Special Credit Maneuvers Moneylenders
BCA Capital substitution Friends
IDAI Advance sale of production Patrons
ODVA (IDAI) Commercial credit Speculators
ODN Subsidized land sale & rent Notaries
COMME IL FAUT Rotating credit groups Usurers
CNC Pawnbrokers
FACOLEF (IDAI)
ODRG
FONDS AGRICOLE

IDEA

The institutions in list I are listed in order of relative amounts
of credit given to small farmers. Overall, special credit maneuvers and
moneylenders are far more accessible to peagant farmers than formal
institutions. In list II, maneuvers associated with land should be in
first place in terms of the amount of credit; however, land is not tha first
source tapped when a farmer or market woman sesks to borrow funds. Rotating
credit groups aor cengles are at the bottom of the list since the vast
majority of peasant farmers are not members of such groups. For those who
are members, the cengles may very well be the primary source of credit.

In list III, pawnbrokers appear last since they ars not present throughout
rural areas. Pauwnshops are primarily a phenomenon of touwns and cities,
but thers are many towns without pawnshops. Furthermore, a sizable
percentage of peasant farmers do not own objects of sufficient valus to

pawn.
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Most cases of informal credit cited in this report have bean
elicited in interviews with non-BCA clients. Very few of thase informants
had ever heard of the BCA. Other conversations with BCA clients suggast
that BCA loans do provide an alternative to usurious loans; however, thers
are many circumstances where BCA loans cannot serve as an alternative
because usurious lenders provide services unavailable from the BCA.

Sudden cash requirements when there is a death in the family cannot be
supplied by the BCA on short notice. The agency's timing is more deliberate
in terms of formalities, planning in advance and lending to groups rather
than individualsg.

In general, formal institutions do not take into account the full
range of credit needs in peasant households. Formal credit, including the
BCA; is oriented primarily to middle and upper peasant classes. Ths formal
institutions do not serve high risk clients. Institutional credit is not
readily available for such use as debt consolidation, consumption or
commerce. Fformal credit is oriented to short term agricultural production,
but it is not oriented to other short term and short notice requirements
of peasant households. Tha delays and formalitigs of bureaucratic procedurs
have the effect of bypassing most small farmers.

Unlike formal institutions, traditional lenders sservs high risk
clients. 0One of the reasons they are able to do this is ths personal tis
and daily contact which often Prevails between lender and borrower. Thisg
serves as a type of social and moral guarantee instead of more concrets
forms of collateral. Another reason is the high interest charged in hign
risk loans. In some cases the interest may be somewhat lower than it appears
tn be if the advantage of local access is taken into account. Formal lending
sources may be more costly than they appear to be if travsl costs are included.,

Traditional sources of credit alsg bypass most of the formalities associated
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with institutions., There may be little or no delay in response to a request
for a loan. Traditional credit is also more flexible in terms of loan use.
Loans for consumption are considered a viable risk. Moneylenders seek to
have funds available in the fall of the year to cover loan requests for
school expenses. Speculators are able to rgspond in a matter of minutes or
hours when there is a death in the family. Scme traditional lenders are
willing to make loan arrangements where the element of risk is shared,
especially where the loan is used for commercial or agricultural investment.
Some loans at interest are renegotiated in favor of the client if the client
has made interest payments, or if ths client can pay the principal but is
unable to complete back paymgsnts on interest. In general, where friendly
loans are available, there are more options for fulfilling client obligations
than in the case of licensed usurers or formal institutions.

Some traditional sources of credit have the marked disadvantage of
conditions which ars highly abusive, effectively reducing clients to a state
of debt pasonage or loss of land. This is a fundamental blouy to peasant
household production. High interest rates effectively siphon off investment
from commercas or agriculture. In effect, inadequate supplies of cradit
limit peasant production and curtail alternatives to peasant farming.
Investment in production is futther curtailed when high interest loans
go for consumption purposes.

In sum, it is important to distinguish between friendly loans of
various types, with or without interest charges, and more desperate loans
at exorbitant rates of interest. Interest rates vary immensely according
to the circumstances and the relationship between barrower and lender.

A loan at 5 percent interest per month (60 percent per annum) is
considered a favor, and loans from 10 to 25 percent are normal (annual

rates of 120 to 300 percent)., Small short term loans have interest costs
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varying from 10 percent per day to 50 or 100 percent per wesk, i.s.,
annual interest rates of 2,600 to 5,200 percent. It cannot be assumed
that usurers are outsiders in contrast to friendly lenders. Most people
who lend money in rural Haiti are not licensed by the state. They ére
peasant merchants and farmers who maks occasional loans tc fellow peasants,
It cannot be assumed thst peasants have strong loyalties based on occupation,
class or rural origins. Rather, loyalties are based on spaecial ties such
as kinship, pratik and patron-client relations with mutual interest.
The most desperate situations are those where land is alienated from
peasant farms for debt service, or circumstances whers high interest is

paid weekly or monthly over a period of months or years.

Conclusions

1. Haitian peasant economy is characterized Ey acute. capital
scarcity. A very high value is Placed on access to credit. Credit is
a close substitute for access to cash. Peasant loans often involve small
sums of money for short term use at high rates of interest. High interest
rates are an obstacle to borrowing for production purposes. The low levels
of production are in part a function of capital shartages. In ganeral,
Peasant farmers have a high demand for credit in relation to their income.
Their low incomes help msintain interest rates at high levels, The high
taxss on land purchase have the effect of promoting high interest rates
for short term loans rather than fostering the use of land as collateral
on longer term loans. 1In addition, many peasant farmers cannot readily
demonstrate clear titls to the land which they ouwn, Finally, the
prevalence of loans for consumption undercuts investment in agriculture
and commercas.

2. There is a generalized pattern of indsbtednass among peasrnt

farmers. Much of this debt involves delayed payments for land and for
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the taxes on land purchase. Land is commonly bought and sold among heirs
and family members to avoid tax payments. Aside from land, the primary form
of indebtedness is linked to consumption, especially burial costs and
schooling., There is also considerable debt for petty commerce. Given
the seasonal and contingent nature of peasant farming, small farmers have
special credit needs during slack periods in the agricultural cycle.

3. Traditional suppliers of credit are serving needs unmet by
formal credit institutions such as the BCA and IDAI. Overall, traditional
forms of credit are far mors accessible to peasant farmers than formal
credit institutions. Nevertheless, esven traditional suppliers are unable
to meet the demand for credit, This is dus to supply shortages and
unfavorable terms of credit. Certain types of traditional credit are
highly abusive. 1In some cases this serves to impose a form of debt
peanage which leaves few alternatives for debtors to escape from a stats
of perpetual indebtedness. This type of usurious debt also leads to loss
of land, imprisonment or migration.

4, In a small percentage of cases, peasant farmers are sngaged in
capital intensive forms of agriculture with modern farm techniques. This
constitutes a highly specialized agricultural sector directly served by
formal credit institutions. The majority of small farmers use traditional
methods of labor intsensive peasant farming. There is good esvidence that
this majority sector has the capacity to absorb considerable increases in
the supply of credit on favorable terms,

3. Given the presence of unmet demand, increased supplies of credit
from the BCA would tend to bring down the prevailing cost of credit.
Furthermore, the more favorables terms of BCA credit tend to compets, to
a certain extent, with traditional sources. Even at the present time, there

are BCA clients who extend credit to their own clients in commercial venturss.
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BCA funds thus have a multiplier effect on the credit market. One such
effect is to expand BCA services, indirectly, to include seed loans
and consumption loans to high risk clients not enrolled in the 8CA program.
The clients of BCA loan receipients are thus able to bypass the usual
formalities to receivs personal loans on short notice.

6. Given the demand for consumption credit from traditional
saurces, BCA staff should give further thought to credit policiss which
respond to peasant cash flouw problems linked to death; illness, school
expenses and slack season shortages.as well as commercial activitiss and
agricultural productiaon.

7. Given the prevalerce of debt, BCA staff should consider credit
strategies oriented .to debt consnlidation and relief fram debilitating
loans at usurious rates of interest.

8. Given the seasonal and contingent character aof peasant
agriculture, BCA should make credit available to clients interssted in
stocking grain to avoid the vicious cycls of selling cheap in the harvest
ard buying dear during slack timss and the major planting seasans.

9. Further thought should be given to the process of organizing
agricultural credit socisties. The issus of collsctive action is a very
delicate one fraught with problems of group solidarity, potential abusa,
distrust and ths intervention of outsiders, It is posgsible for credit
groups to form along the lines of traditional small group organizations

indigenaus to rural Haiti, e.g., rotating labor groups or rotating
credit associations composed of relatives and neighbors with special
ties of mutual obligation.
10. BCA staff should further engage the question of savings
mobilization. Abusive loans and chronic cash shortages in peasant

households cannot be addressed apart from the question of savings.
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One angle on this question is the issus of funeral expenses. There is a
tradition of burial funds in Haiti, This is usually associated with church
groups cooperative credit unions. Traditional peasant practics
is to reserve a plot of land to cover such costs. Quite aside from the
availability of salable property, there is an immediate need for cash at
the point of death in a family, This is a problem of cash flow. In
principle, peasant farmers are responsive to the notion of a fund of
savings. A credit society which proves itself would be a good candidate
for establishing a.collective fund to ease temporary cash flow problems,
especially funeral expernses. This would be an initial step in which
members would seek to build up a fund of personal savings to draw upon,
The possibility of immediate access to ona's own funds on deposit could
provide a liberating alternative to guick loahs at high intarest.
Personal savinge and secure deposits are ultimately the only real alternative
to usurious lending practices which incorporate risk of land loss and

debt peonags.
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APPENDIX A
LAND AS COLLATERAL FOR LOANS

The following text is a receipt shawing the conditions of a loan
given by a speculator to a peasant farmer in a rural ssction of Grande
Riviere du Nord. The documsnt notes that the title for a half carreau of
land was turned over to the moneylender in exchangs for a loan of 220 gourdss.
The note conceals the fact thac the loan was in fact for 200 gourdes and
the interest was 20 gourdes, to be paid after five weeks. This computes
to a rate of 10 percent intesrest for five wesks or over 100 percent per
annum. The farmer took out this loan to buy a plot of land available to
him upon the death of a relative.

Text:

Au cing janvier Je paierai au sisur (name of moneylsnder |,
speculateur en denrees dument patente pour le present exercice 1z
somme de deux cent vingt gourdes (monnaies d'Haiti) valeur recus en
8spaces pour les besoins de mon commsrce. Je lui donne en garantis
la piece de mon habitation mentionnant un demi carrsau da terre situe
sur l'habitation_ .. en la Section Rurale de —_ Jusqu'a
ce que la remise lui sera faits a la date sus-dite. €n cas contralre
il a droit d'agir comme bon lui semble,

En foi de quoi, 1le present lui est delivre pour ssrvir et
valoir ce que de droit.

Grande Riviers du Nord, ce 28 novembre

Lu et approuve 1l'scriturs ci-dessus:
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APPENDIX B
A TRADITIONAL ASSOCIATION OF ROTATING CREDIT

The text which follows is a literal transcription of the articles
which govern the operation of a cengle in the northern commune of Bahon.
This type of rotating credit association is sometimes callgd sang, sol
or komblg in Creole. The core members of this Bahon cengle have functioned
as an association for the last 10 years. The written articles below date
from March 6, 1981, when the cengle was re~organized and took new membars.
It is unusual for Haitian cengles to have written rules and roagulations,
so the present document should be of special interest to thase who seek
to administer rural credit programs in Haiti. Please note that the reference
to a cooperative in Article 2 is not a traditional function of cengles.

This fecture is not presently an active elsment of the Bahon cengle.
Otherwise, this cenqgle continues to funciion as described in its articlas.
Following the articies is a transcription of the receipt used sach time

a member aof the cengle makes his 100 gourde contribution to the fund on

a monthly basis. The receipt indicates that sach member has borrowed

2,000 gourdes (400 dollars) from the group and repays in 100 gourde

monthly installments, This particular cengle has a membership of 20 people.

Text:
Les Articles du Cengle - 6 Mars 1981

l. Le 6 de chaque mois, chaque membre deposera cent cing.igourdes
(105 gourdes) au camite cengle qui lui remettra a son tour un rscu.,

2. Les cent cing gourdes versees chaque mois doivent retrancher
en deux parties. Cunt gourdes pour le cengle et cing gourdes pour
un cooperatif qui prendra naissance en Novembrs 1982,

3. L& B du chaqus mois le comite remettra le total soit deux
mille gourdes (2.000 gourdes) a un membre selon 1'horaire du cengle.

4. La date du remboursement doit etre respectee.

S. Selon l'article cing, aucun membre ne doit pas demander de
recevoir avant 1'heurs.

6. Apres avoir touche le total le beneficiaire doit laisser
un recu au comite cengle.

7. Si un membrs veut laisser.ls groupg, il doit attendrs le
paiement du dernier membre soit la vingtieme personne du cengle,

8. Si une personne du cengle veut laisser le pays, elle doit
deposer ce qu'elle doit avant de partir,

Recu

Je sous.igne reconnais avoir emprunte deux mille gourdes (2,000
gourdes) en monnaie haitisnne au comite cengle. Valeur que j'engage a
rembourser a cent gourdes chaque mois regulisrement., En foi ds quoi ce
present recu est delivre au comite cengle pour servir et valoir ca que
de droit,
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APPENDIX C

AR PAWNBROKER'S RECEIPT

Following is the text of a receipt given by a pawnbroker in
Cap~-Haitien to cover a loan of money against the deposit of an article
pawned. The receipt notes the sum of money borrowed and the article
pawned. It gives a three month deadline for repayment of the loan. It
does not note the amount or rate of interest on the loan; rather, ths nots
simply states the total amount, principal plus interest, required for
repayment. This receipt is simply one of several variations. Others

take the form of a sales receipt.

Text:
Le porteur du present donne a gage a __gbrokerz, demeurant address
1'objet suivant: (object named) contre une valeur de  (loany

qu'il reconnait avoir recue cssh et qu'il s'engage a restituer dans un
delai de trois mois partir de la date des presents., Passe ce delai imparti,
il est convenue que les dispositions de 1'Article 1845, c.c. seront
applicable en l'especes.

(receipt number, date and signature)
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