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EXECUTIVE SUMMARY

ThIS report was commisslOned by USAID/HaitI to assIst the MlSSlOn m developmg a strategy for
pnvate sector development m HaItI A team ofexperts was sent to HaItI under the Pnvate Enterpnse
Development Support project (PEDS-III) m Apnl and May of 1997 and the team leader returned m
late 1997 The team mcluded the Pnvate Sector Assessment Team Leader, an AgrIbusmess and
Pnvate Sector Specmhst, a Tounsm Speciahst, a Speciahst mCompetItIveness AnalysIs, a HaItIan
Macroeconomlst and a HaItIan Busmess and Fmance SpecIalIst The team was brIefed by those
who had prepared an earlIer USAID food secUrIty study that stressed the Importance of secondary
cItIes and therefore went to great lengths to get out ofthe capItal CIty and VISIt most ofHattl 's major
reglOns and secondary cItIes There the team mtervlewed pnvate and publIc sector leaders and
vIsIted representatIve busmesses and productlOn sItes The team also vIsIted other donors m
Washmgton as well as m HaItI

The team recommends that USAID strategIc objectIves focus on 1) large scale creatlOn of
productIve and sustamableJobs, 2) mcreasmg pnvate mvestment levels m order to raIse productIVIty
and GDP per-capIta, 3) strengthenmg the pnvate sector, mcludmg small- and medmm- enterpnses,
market mechanIsms, advocacy and resource mstitutIons, 4) Improvement ofthe publIc-prIvate sector
dIalogue, 5) and greater decentralIzatIon and democratIzatlOn ofeconomIC actIvIty Key benchmarks
would mclude annual Job creatIOn above the number of new entrants to the urban labor force
(currently about 40,000 per year), pnvate mvestment levels growmg by at least 2% ofGDP per year
to an eventual level of20% ofGDP, and GDP per capIta growth above 2% per year, mstItutlOnalIzed
and responSIve dIalogue between prIvate and publIc sectors, and strong economIC growth and
employment generatlOn m secondary cItIes and reglOns

The major constramts facmg pnvate sector development m HaItI can be summed-up by the five "I's"
InsecUrIty, Infrastructure defiCIenCIes, IsolatIon from markets, technology and InformatIOn, InactIon
(by the GOH), and InstItutlOnal mcapaclty Donor mterventlOns m any area (health, educatlOn,
governance, mfrastructure or economIC growth) WIll make only lImIted Impact unless the HaItIan
leadershIp can create the condItIons for rapId, sustamed and broad-based economIC growth ThIs,
m tum, cannot be done by government mvestment and donor fundmg alone It reqUIres strong and
nsmg levels ofpnvate mvestment Unfortunately, the enVIronment m HaItI IS charactenzed by net
dls-savmg by pnvate mvestors and an aggregate level of pnvate mvestment of only 3 5% There
IS a general clImate of personal msecUrIty and polItIcal uncertamty whIch deters mvestment The
defiCIenCIes m transport, telecommumcatlOns, energy and other Infrastructure adds to costs and
reduces the mcentIve to mvest, although some of these are bemg addressed WIth donor funds
Government mactIon was also CIted by many pnvate mvestors who need SIgnals, legIslatIve reforms
and polIcy changes before they WIll act

HaItI IS potentIally competItIve m a varIety of areas mcludmg agncultural products, tOUrIsm,
handIcrafts, and manufacturmg assembly However, the team recommends a competItIveness
strategy not based on low-cost labor, cheap foreIgn currency and cheap raw matenals Rather, It



recommends a strategy that focuses on productIVIty, ruche markets, and Improvement m the capacIty
of human resources

TOurIsm could generate 25,000 to 40,000 Jobs by the year 2004 CruIse shIps, auberge tourIsm,
cross-border stay over VISItS and resort tOurIsm could generate $190-$285M CruIse shIps were
already visItmg enclave areas at the tIme of the team's arrIval The team also VIsIted CruIse shIp
companIes m MIamI and helped to spur the decIsIOn ofone cruIse lme to VISIt Cap HaitIen, an effort
USAID has supported The cultural appeal ofthe country could generateJobs and foreIgn exchange
InsecurIty and a poor Image stIll affect HaItI'S competItIveness, however the eXIstence of a large

group of tOurIStS who annually VISIt the Domlrucan RepublIc offers an OPPOrtunIty Auberge
tOUrIsm, dIrected at the HaItIan diaspora, would have the addItIonal advantage ofcontnbutmg to US
HaItI mfonnal tIes and the remIttances that help many HaItIan famIlIes

Agncultural growth of 4% over eIght years can generate approxImately 250,000 new Jobs
Agnbusmess competItIveness could help generate employment for many HaItIans who lIve m rural
areas and would also spur economIC growth In secondary CItIes The labor force 15 stIll
overwhelmmgly rural and so any strategy to make an Impact must focus on agncultural and
agnbusIness employment mcludmg processmg, dlstnbutIOn, mputs, supportmg servIces, and
commerce Agncultural growth of4% would generate about 250,000Jobs over the next eIght years
However, defiCIent storage, transport, dIstrIbutIOn and processmg systems lImIt agncultural
productIVIty Agromdustnal mvestment could help to Improve the fortunes ofsecondary CItIes that
used to thnve on agncultural processmg and commerce Severe deforestatIOn and dIlapIdated
lITIgatIOn systems lImIt prodUCtIVIty RIce productIOn m the country's breadbasket IS probably not
the best long term use ofHaItI'S resources USAID has already demonstrated some early successes
m helpmg to stImulate exports of mangoes, cocoa and HaItIan Bleu coffee and HaItI can boost Its
prodUCtIVIty m both exports as well as processed food staples

HandIcraft products currently generate about $5-1 OM per year and thIs could grow to $20-30M per
year With growth m tOurIsm and by reducmg the IsolatIOn between what markets are demandmg and
what HaItIans are prodUCIng ThIs could generate between 15,000 and 25,000 newJobs

Assembly exports reached a peak of about 66,000 employees and $320M m exports ThIs was
devastated durmg the embargo and the entrance oflow-cost competItors such as Chmahave changed
the competItIve enVIronment However, HaItI could achIeve these levels agaIn and surpass them (as
they do In the neighbormg DOmInICan RepublIc) A number of talented entrepreneurs are stIll at
work and the workforce IS motIvated and skIllful MId-level technIcal and profeSSIOnal people are
lackmg

The team recommends a strategy whIch addresses the fundamental problem The basIC problem m
HaItI IS that dIverse elements ofHaItian SOCIety, Includmg the publIc and pnvate sector leadershIp,
do not trust each other OutSIde of a few exceptIOns In the GOH, It IS unclear that the polItIcal
leadershIp understands and IS COmmItted to development ofa pnvate market economy The pnvate
sector leadershIp IS uncertam about the future and feels Insecure In an enVIronment of polItIcal
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uncertamty Popuhst approaches further deepen the breach between the pnvate and pubhc sector
and between the general cItizenry and the formal pnvate sector Elements of the HaItIan polItIcal
leadershIp frankly do not trust the donors eIther and suspect the donor pnvate sector agenda The
team recommends that USAID recogrnze and react to thIs fundamental problem m several ways
FIrst, It can encourage and finance an exchange between the top level publIc and pnvate leadershIp
of HaItI and that of countrIes such as Mall, Ivory Coast, Uganda and South AfrIca Second, It
recommends a scenano plannmg and consensus bUlldmg exerCIse such as that WhICh helped pave
the way for consensus m South AfrIca Thud, It recommends an IrntIatIve to asSIst the secondary
CIty pnvate/pubhc leadershIp m Implementmg pnvate sector lnltlatIves Fourth, asSIstance to
strengthen pnvate capacIty for pohcy analysIs and dIalogue would contmue FIfth, some hmIted
assIstance to Congress would be provIded m ways that generate support and understandmg ofpnvate
sector development

The team also recommends contmued focus on small- and medIUm-enterpnse, especIally m
secondary cItIes and rural areas USAID can budd on the work already bemg done to assIst small
holders Here the approach ofhnkmg markets to farmers WIll have more Impact than the tradItIOnal
approaches whIch focus only on productIon (research, extenSIOn, farmer credIt, etc) By
encouragmg decentrahzatIOn ofenergy, ports, commerce and regIOnal IrntIatIve, new watersheds for
agncultural exports can be developed m dIfferent regIOns USAID could also help to spur market
town collectIOn centers and market-based credIt schemes based on best practIces and lessons learned
elsewhere

ThIS report contams a hstmg and descnptIOn of more than 60 actIOn optIons that were developed
speCIfically to address economY-WIde and sector-specIfic constramts IdentIfied above, and to make
It pOSSIble for leadmg opportunItIes m each sector to be developed more rapIdly than would
otherWIse be the case These actIons are grouped mto three major components, and are presented
as elements of a smgle comprehensIve strategy for pnvate sector stabIlIzatIon, reactIvatIOn and
development m HattI, meant for the conSIderatIOn ofUSAID/HattI and the other donors workIng on
pnvate sector Issues Every actIVIty hsted IS one that IS conSIdered to be an Important element ofan
overall strategy Nonetheless, It IS recogrnzed that USAID WIll not be able to dIrectly Implement
the entIre strategy on ItS own Rather, we suggest, that USAID attempt to fulfill an overall
morntonng, coordmatIOn and support role for the pnvate sector among the donors, and agree WIth
them on a dlstnbutIOn of actIVItIes between theIr respectIve dIrect ImplementatIOn portfohos

The three mam components of the proposed strategy are as follows

• Pnvate mvestment and employment generatIon, composed of a senes of actIVItIes that are
mtended to have a dIrect Impact on pnvate sector mvestment and employment generatIon m
the short- (less than 3 years) and medIUm-terms (4 to 5 years)

• Pubhc-pnvate partnerslup, mtended to (I) address maJordefiCIenCIes m the content, structure
and frequency of the polIcy dIalogue between government and the pnvate sector, (11) foster
the development ofconsensus on the broad dIrectIOns ofnatIonal polIcy, and (m) encourage
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the formatIon of open and partIcIpatory allIances between government at all levels and
pnvate sector groups, for the accomplIshment ofspecIfic ObjectIves that are m HaItI's urgent
economIC mterest

• Human resources and mstItutIOnal strengthemng, to be unplemented at both the economy
WIde and sectoral levels to gradually strengthen the pnnclpal bases for sustamed growth and
development over the long-term
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I USAID STRATEGIC OBJECTIVES FOR PRIVATE
SECTOR DEVELOPMENT IN HAITI

In consultatiOn WIth USAID MIssIon staff, the Pnvate Sector Strategy team has IdentIfied five mam
objectIves that, along WIth an assessment of constramts and resource aVaIlabIlItIes, can serve as a
framework for strategy development The five strategIc ObjectIves for pnvate sector development
m HaItI are the followmg

• Large-scale Job creatiOn m the short- and medIUm-term
• AchIevement ofaccelerated but sustamable economIC growth rates
• Strengthemng the HaItIan pnvate busmess sector
• EstablIshment of functiOmng pnvate/publIc sector partnershIps
• DecentralIzatiOn and democratIzatiOn of a more competItIve, market-based economy

The scope and ratIonale for each proposed strategIC ObjectIve IS bnefly descnbed below

A Large-Scale Job Creation In the Short- and MedIUm-Term

The HaItIan populatiOn currently numbers approXImately 7 3 mIllIon people The urban share of
populatiOn IS estImated to lIe between 33 and 40 percent), whIle the economIcally-actIve populatiOn
(aged 15-64) IS estImated at about 48 percent, or 3 5 mIllIon people The labor force, defined as that
portiOn of the economIcally-actIve populatiOn that IS workmg or actIvely seekmg work outSIde the
home, IS probably about two-thIrds thIS number, or 24 mIllIon people New entrants to the labor
force are currently estImated to number about 100,000 annually, and thIs number IS projected to
mcrease to about 180,000 annually by the year 2010 By 2010, It IS lIkely that at least halfofHaItI's
populatiOn WIll be urban

Based on these estImates, It would appear that currently about 40,000 new entrants Jom the urban
labor market every year, and that thIS number WIll mcrease to about 90,000 annually by 2010

Rural unemployment and underemployment IS relIeved by mIgratIon to the CItIes The movement
of populatiOn from the country mto urban areas IS a necessary phenomenon, both to allow a more
VIable agncultural economy to develop m HaItI, and to permIt a groWIng number ofHaItIans to gam
access to the cultural and econOmIC benefits ofurban lIfe EconomIC growth throughout hIstory has
been accomplIshed m part through the agglomeratiOn ofmfrastructure, enterpnse, labor and publIc
servIces mto urban areas, and HaItI WIll be no exceptIon It IS therefore legItImate to focus on the
Issue ofJob creatiOn m the urban context, mcludmg, ofcourse, both eXlstmg and newly-developmg
secondary and tertIary populatIon centers

1 Sources on populatIOn and labor force data mclude The World Bank and Chemomcs International, Inc
USAID Strategy to Improve Food Security In Haltl, February 1997
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A very large proportIOn of HaIti's urban labor force IS eIther unemployed -- and IS mvoluntanly
forced to depend on the earnmgs ofothers for survival-- or IS severely underemployed, meamng that
It IS engaged m work that IS erratIC and of very low productIVIty and remuneratIOn
Underemployment and the attendant poverty of the underemployed IS becomIng IncreasIngly
prevalent even In the formal economy ofHaIti, but undoubtedly contInues to be concentrated In the
Informal sector No relIable statIStICS on un- and under-employment In HaitI'S CItIes currently eXIst,
but a reasonable guess would be that somethIng on the order of 15-20 percent of the urban labor
force IS openly and Involuntanly unemployed -- and hence forced mto dependency -- wmle another
30-40 percent IS severely underemployed and consequently extremely poor CertaInly, as IS
corroborated by other recent studIes Includmg the above-CIted Chemomcs Food Secunty study, at
least half of HaItI'S urban populatIOn must be charactenzed as bemg -- broadly speakmg -
unemployed and extremely poor

The challenge ofurban job creatIOn IS thus two-fold to prOVIde a suffiCIent number of new jobs to
accommodate new entrants to the labor force and the openly unemployed, and also to raIse the
productIVIty of employment generally so as to prOVIde for a more acceptable level of remuneratIOn
and a gradual reductIOn In the prevalence ofextreme urban poverty In general, raIsmg prodUCtIVIty
and remuneratIOn levels wIll mean the creatIOn ofjobs In the formal economy, or the formalzzatlOn
and expanSIOn of eXIstIng Informal sector bUSInesses

Table I 1 below summanzes aVaIlable data and estimates on labor force, employment and job
creatIOn Issues

Table I 1 HaItI Labor Force and Job CreatIOn

EstImate 1997 notes 2010 notes

Total populatIOn 73 mIllIon 86 mIllIon
EconomIcally-active 35 mIllIon 48 %ofTP 43 mIllIon 50 % ofTP
Labor force 24 mIllIon 67%ofEAP 28 mIllIon 65 %ofEAP
Urban labor force 865,000 36% ofLF 1,400,000 50%ofLF
Annual new entrants 40,000 FS Study est 90,000 FS Study est
(urban)
Unemployed 150,000 175 % ULF 110,000 8%ULF
Underemployed 325,000 350%ULF 170,000 12 % ULF
Job creatIOn 60,000 90,000

As shown above, In addItIOn to meetmg the annual new employment needs of new labor force
entrants In HaIti's urban areas, redUCIng open unemployment from currently estimated levels to no
more than 8% ofthe urban labor force by the year 2010 Will also reqUire a reductIOn ofabout 40,000
In the current number ofunemployed, and a reductIOn ofsenous underemployment durmg tms same
penod reqUIres the creatIOn of another approxImately 155,000 jobs With more acceptable stabIlIty
and remuneratIOn charactenstlcs In total, the urban job creatIOn challenge for HaitI IS currently
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estimated at about 60,000 new Jobs per year, to accommodate new entrants and reduce un- and
under-employment to more tolerable levels ThIS requITement Will grow to a level ofabout 90,000
productIve newJobs per year by the year 2010, by that time merely to accommodate new urban labor
force entrants

We re-emphaslze the followmg 1) allevIatmg rural poverty requITes the development of suffiCIent
numbers of new urban jobs to allow a sustamed mgh rate of rural-to-urban ffilgratIon, as well as a
gradual mcrease m the amount of farm land available per agncultural worker, and, 2) allevlatmg
urban poverty Will requIre the creatlOn of stable, productive and more mghly remunerated jobs, not
SImply a further swellmg of the ranks ofmformal sector urban workers eXlstmg day-to-day at the
bare edge of SubSIstence A vIable, competitIve and market-onented pnvate sector economy must
be developed to proVIde the number and the quahty of jobs requIred to meet the job creatlOn
challenge that WIll be faced m HaltI over the commg decade

B Shift to a Sustamable, Accelerated Economic Growth Plan

Although easIly as much as 15 to 20 percent ofeconomIC actiVIty m HaIti IS hkely to go unrecorded,
offiCIal StatIStICS report Gross Domestic Product (GDP) to have been about Gds 41 5 bllhon, or
U S $2 6 bIlhon, m 1996 WIth a populatlOn estimated at about 7 2 mIlhon at the end of 1996, thIS
would mdlcate an estImated GDP per capIta ofabout $360 current U S dollars Tills IS one of the
lowest levels ofGDP per capIta anywhere m the world, only about one-quarter ofthe correspondmg
figure for the Dommlcan Repubhc, about one-twentIeth of that of prosperous Barbados, and only
comparable m the Western HemIsphere With NIcaragua and, less so, With Guyana On average, sub
Saharan AfrIca has a GDP per capIta about 50 percent above that of HaItI, With only severely
dIstressed economIes such as those of SIerra Leone, Chad, MozambIque and Rwanda bemg
estImated at levels slgmficantly lower than m HaIti

The recently completed Food Secunty study sponsored by USAID m HaItI approached the Issue of
poverty from a nutntlOnal perspective, findmg a duect lmk between food msecunty, malnutntIon
and poverty and estlmatmg, on the basIS ofphySIcal measurements and other mdlcators ofnutntlOnal
status, that 2 out of 3 people m HaIti are poor, and that lout of every 2 IS extremely poor
AllevlatlOn of such extreme levels of poverty IS a necessIty for the mamtenance of SOCial and
pohtIcal Stablhty m the commg decades, and It WIll be necessary to bnng about the condItions that
can lead to a sustamed penod of rapId growth for poverty levels to be slgmficantly reduced

What can theoretIcally be achieved m a twenty-year period?

Followmg the relatIve stagnatIOn that IS hkely to charactenze 1997, It IS possIble to Imagme a kmd
of dramatIc awakerung takmg place m Haltl leadmg to pohcles that could successfully attract
sigruficantly expanded mvestment flows and wmch m turn could produce growth m the 4 to 5
percent range m 1998-1999, followed by a penod of sustamed mgh mvestment and growth m the
range of 8 to 10 percent per year for about ten years, With a subsequent tapenng offofgrowth to a
more sustainable but still mgh growth rate of somethmg on the order of 7 5 percent per year
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CumulatIvely, such an awakenIng could produce two decades ofgrowth at an average ofJust under
8 percent per year, and, If populatIOn growth can sImultaneously be slowed from the current 2
percent per year to an average In the VICInIty of 1 5 percent, GDP per capIta could conceIvably be
elevated In HaItI from the current estImate of360 dollars to the neIghborhood of1,250 dollars -- stIll
less than today's per capIta GDP estImate for the Domlmcan Repubhc, but close to that level, and
also comparable to current levels In countrIes such as Guatemala Even follOWIng such a dramatIC
awakemng and twenty years of sustaIned, IntenSIve growth, HaItI would remaIn a poor country,
though perhaps not so desperately poor, and perhaps WIth some hope ofconsohdatIng a more open,

stable and democratIc SOCIety In the second and thud decades of the twenty-first century

AchIeVIng these levels of growth would, ofcourse, reqUIre a dramatIC structural transformatIOn of
the HaItIan economy, but not to an extreme that has not already been achIeved In other developIng
countnes ofthe world SImple SImulatIOns based on reasonable estImates ofIncremental capltal-to
output ratIOS (lCOR) for HaItI IndIcate, most telhngly, that gross domestIC Investment would have
to be elevated and sustaIned at levels on the order ono percent ofGDP In order to produce the kmd
of growth beIng dIscussed under thIs scenano, up from about only 9 percent of GDP, financed
entIrely by foreIgn savIngs, In 1996

In structural terms, such a transformatIOn would be Indeed dramatIC In comparatIve terms and In
absolute magmtudes, however, such an achIevement does not appear to be so far out of reach
Dunng the first half of the 1990s at least a dozen countnes around the world achIeved gross
Investment rates near or above the 30 percent mark These Included the usual culpnts such as
ThaIland (GDI 40-42 % ofGDP), Korea (34-39 %), MalaySIa (31-39 %) and SIngapore (32-40 %),
but also countnes such as ChIle (25-29 %) and, InterestIngly, MauntlUs (28-32 %) and Cape Verde
(32-45 %) These countnes have been able to achIeve and sustaIn commensurately hIgh rates of
growth dunng the 1990s, In the range of 6 to 12 percent per annum In general, sIgmficant mflows
offoreIgn capItal have accompanIed domestIc saVIngs In the finanCIng ofInvestment, WIth ThaIland,
for example, regularly finanCIng 10 to 20 percent ofgross domestIC Investment WIth foreIgn capItal
As a smaller and much poorer country, HaItI would have to rely on foreIgn capItal mflows to an ever
greater extent to finance the reqUIred levels of Investment

Nonetheless, the magmtudes are manageable Consldenng the very small SIze of the HaItIan
economy It IS well to reahze that 30 percent ofGDP In 1996 only means about $750 mIlhon dollars
Gross domestIC Investment was prOjected by the GOH and the IMF at about $300 mIllIon for 1997,
meanIng that the dIfference between dead-In-the-water stagnatIon and a dramatIc awakemng such
as we are Imaglmng IS only about $450 mIlhon per year, a conSIderable flow for HaItI, but one that
could obVIously easIly be moblhzed by the HaItIan and InternatIonal pnvate sector WIthIn a relatIvely
few years If genUInely favorable econOmIC and bUSIness condItIOns could be brought Into beIng

What can realIstically be expected over the next twenty years, absent a dramatic awakemng?

Unless fundamental and dramatIC changes In attItudes and outlook can be brought about WIthIn all
the major stakeholder groups In a pOSItIon to Influence economIC development In HaItI, about the

4



best that can be hoped for IS performance such as IS descnbed mthe Extended Structural Adjustment
Faclhty (ESAF) agreement signed between the Government ofHaiti and the InternatlOnal Monetary
Fund m 1996 WhIle the ESAF prOjectlOns extend only to 1999, the basIc scenano IS based on
regammg and then sustaImng steady growth at about 4 5 percent per year m real terms WhIle this
Isn't temble m terms ofmternatIonal expenence, partIcularly m countnes havmg need ofan ESAF,
a Simple extrapolatlOn of such a scenano over a twenty-year penod shows just how dlsappomtmg
a result IS to be expected Ifnothing more than thIs can be achIeved Assummg contmued populatlOn
growth at about 2 percent, a twenty-year extrapolatlOn of the ESAF scenano reveals a future In

whIch GDP per capita has grown to only about $580 dollars per year, a level comparable to that of
Guyana today, and slgmficantly below that of other poor countnes such as Bohvla, Honduras, and
Senegal, and only about one third ofnelghbormg Domlmcan Repubhc, today As pomted out by the
Food Security study team, structurally, httle would have changed after twenty years under such a
scenano about two-thirds of the HaitIan populatlOn would still be poor, and about half would stIll
be very poor

For a country llke Hartl to reducepermanently the number ofpeople In poverty, Its economy
must grow for a number ofyears at a rate ofeIght to ten percent a year Fortunately,
experzence In otherparts ofthe world suggests that growth ofthat magnztude, though stIll
years awayfor Ham, IS not a plpedream For It to occur, however, one must think bIg and
be ready to depart from bUSiness as usual 2

The HaitI Pnvate Sector Strategy team wholeheartedly endorses the concluslOns ofthe Food Secunty
team With regard to the economic growth objectives that we now jomtly recommend to
USAID/HaItl It wlll take a few years to get there, but It can be done, and the framework and the
preparatlOns for bnngmg such growth about need to be begun now

C Strengthenmg of the Private Sector

InternatlOnal development expenence gamed smce World War II has shown that quantitative
measures ofgrowth are not an adequate gUide or goal for the achIevement of sustaInable economic
development In particular, the fallures ofState-drrected development durmg the 1960s and 1970s
have hlghhghted the Importance of makmg sure that growth IS accomphshed through the
development of functlOmng, competItive markets and market mStItutlOns, mcludmg not only the
Vibrant and competitIve pnvate enterpnses needed to perform productIve, dlstnbutIve and financial
functlOns, but also the regulatory and self-regulatory organlzatlOns needed to safeguard the open and
competitIve framework whIch ultimately guarantees the effiCIency ofthe system Large-scale donor
financed and government-dIrected programs, no matter how bIg the push or mtelhgent the planners,
have not produced lastmg development by and large, the negatIve by-products ofsuch dmglsme 
gross mIsallocatIOn of resources, repreSSIOn of domestIc saVings and capItal markets, long-term
dIstortIOn ofboth product and finanCIal markets, bloated bureaucracIes and government expendIture

2 Chemomcs InternatIOnal, Inc op CIt, P V-5

5



budgets, a ngld and obstructive regulatory framework, crony capitalIsm and masSive corruptIOn -
have far outweighed the pOSSIble gams offorcIng Investment and growth beyond the capabilIties of
markets and market InstitutIOns to absorb and manage them

Indeed, one mIght conclude that such qualItatIve and InstItutIonal aspects ofdevelopment are at the
essence of the susta10abIlIty of growth and development 10 the long-run If, as IS the case 10 HaItI
today, pnvate enterpnses and market 1OstItutIOns are 10capable of or unwIll10g to play the roles
requIred to achIeve rapId growth -- If, as some mIght phrase It, the supply response IS weak -- then,
It IS at the essence of the development problem to ascertam why the pnvate sector and market
1OstltutIOns are faIl10g to perform, and to 10stItute the necessary measures to remove cntIcal
ImpedIments and strengthen capabIlItIes

PublIc sector 10vestment has a role to play, espeCIally 10 a SItuatIOn lIke HaItI'S where decades of
depredatIon and decay have left the natIon's Infrastructure 10 a shambles and so much lost ground
needs to be made up PublIc sector 10vestment can never be a substItute for pnvate 1Ovestment,
however, only a complement whIch ultImately must regress to a lImIted, secondary and support1Og
role as open and competItive markets and market 1OstitutIOns develop to more effiCIently gwde the
allocatIOn of10vestment Even when publIc sector 10vestment IS Implemented through contract1Og
WIth the pnvate sector, what IS accomplIshed, beyond the creatIOn of a few Jobs and the pOSSIble
enrIchment of a few pnvate contractors, IS the erectIOn of a market structure composed of a
polItICally-managed and motIvated monopsomst buyer, on the one hand, and a usually small group
of dependent, crony capltahsts on the other, who become adept at plaY10g the governmental game
but are no more capable of compet1Og 10 an 1OternatIOnal marketplace than the government
bureaucracIes themselves No last10g capabIlIty to grow and evolve IS created, hence no long-term
susta10abIlIty 10 an 1Ocreas1Ogly dynarmc and competItIve world marketplace

ExceSSIve rehance on government spend10g and pump-pnm1Og, even In the short-run, can produce
a self-re1Oforc1Og negatIve dynamiC that WIll VIrtually guarantee a non-productIve outcome In a
democratIc sett10g such as HaItI IS attempt10g to establIsh, It IS VItally Important pOlItIcally that the
market and pnvate market 1OstItutIOns be perceIved In a pOSItIve lIght by the large, needy, votIng
masses Smce you can only fool all of the people some of the tIme, thIs means that It IS VItally
Important that the market and pnvate market 1OstItutIOns 10 fact be enabled to perform apOSItIve role
10 address10g the legItImate unmet needs of these large vot1Og masses Because the solutIOns to
resolv1Og market ImpedIments and constraInts are perceIved as be10g too dIfficult for donors to
address 10 the short-run, If, for expedIency a development strategy conced1Og a predommant role to
State-dIrected publIc sector 10vestment IS adopted, It can only be expected that the voters Will
perceIve the State as benefactor and the pnvate sector as 10effectual or worse ThIs IS true espeCIally
10 a country lIke HaItI that has never known anythtng lIke an open and competItIve market economy,
and that has been conditIOned by centuries of cultural expenence to accept a paternalIstIC VIew of
the State

In what follows below, we Will argue strongly that the development of functlomng, open and
competItIve markets and market 1OstitutIOns IS at the heart ofbnng1Og about economIC development
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and rapId economIC growth m HaItI The pnvate sector, that IS to say everybody except the
government, IS HaIti, and theJob at hand IS to find the ways to make HaItI begm to work, at last, for
the benefit of all ItS people To the extent that deeply embedded pohtlcal nsks and other cntIcal
constramts eXIst today that are keepmg the pnvate sector from movmg m the necessary duectIOns,
then the key task ofeconomIC development today becomes preCIsely that offindmg ways to mItIgate
these nsks and overcome these cntIcal constramts so that the functIOnmg markets and market
mstItutIOns, the only relIable path to sustamable growth and poverty alleViation m the long-run,
can be born and begm growIng m HaitI

Strengthenmg the pnvate sector, broadly conceived as has been descnbed above In terms of open
and competItIve markets and market mstitutIOns, IS the mamJob In HaitI It must be one ofUSAID' s
pnnclpal strategIc obJectIves, and, we Will propose, IS an area where USAID can specIahze WIthm
the broader communIty ofdonors, and prOVIde the VISIOn, the watchfulness and the leadershIp wrnch
IS so badly lackmg today

D Estabhshment of a FunctIomng PrlvatelPubhc Sector Partnership

A functIOnmg pnvate-pubhc partnersrnp IS requued to acrneve rngher levels ofpnvate mvestment,
prodUCtIVIty Improvement, and lower barrIers to entry for mIcro and small busmess In the past, trns
sort of pnvate-pubhc partnershIp was tamted by government corruptIOn HaItI needs a new model
for cooperatIOn and partnersrnp but has hmlted hlstoncal expenence on whIch to base It WIllIe the
GOH has begun Implementmg ItS economIc reforms, It also encounters a vocal oppOSItIon, most
recently from former PreSIdent AnstIde, who SaId of the reform program

flIt IS a game oforganiZing theIr own bUSiness rules WhICh are goodfor those that
have more, and badfor those that have less For (the internatIOnal community) It IS
them first, them next, and them In the end," (Reuter, 6/9/97)

Faced With trns oppOSItIon and With the neceSSIty for short-term cnSlS management, the GOH has
been less attentIve to forgmg pnvate-pubhc partnersrnp Wlule such a partnersrnp IS not now
eVIdent m HaItI, fostenng It must be a key ObjectIve for USAID as strong pnvate-sector led growth
Will depend on It The development and effectIve coordmatIOn of commercial pohcy reqUIres an
ongomg dIalogue between leaders m the government and busmess commumtIes The busmess
commumty IS aware ofthe speCIfic constraInts wrnch hinder the growth oftheir enterpnses, whether
they are pohcy-, finance-, or envuonmentally-based An effective dialogue between the government
and the pnvate sector Will enable the government to duect ItS economIC development efforts much
more effiCIently

Therefore, tlus study addresses the questIOn of how to develop such a partnershIp gIVen the very
dIfficult enVIronment currently prevaIhng m HaItI ThIs ObjectIve can be achIeved m a number of
dIfferent ways
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FIrst, the consultants recommend that a Futures ScenarIO Planmng ExerCIse be sponsored by pnvate
sector leadershIp groups such as CLED, the Chamber of Commerce and others, an exerCIse that
USAID could help to fund The exerCIse would be patterned on the model used by South Afnca and
whIch contnbuted to healIng the polanzatIOn between the NatIOnal Party and the ANC resultmg m
the economIC and polItlcal consensus leadmg to the tranSItIOn to the government led by Nelson
Mandela

Second, contacts would be fostered between Haltlan polItIcal and economIC leaders on the one hand
and theIr counterparts from South AfrIca and Uganda where formerly SOCIalIst leaders have
embraced and endorsed more effectIve economIC strategIes

ThIrd, busmess aSSOCIatIOns and CIvIl SOCIety groups would be strengthened so as to contnbute to
polIcy dIalogue, momtonng and analySIS

Fourth, aSSIstance m promotmg prIvate-publIc partnershIp at the regIOnal and local level would be
prOVIded

FIfth, m sectoral and sub-sectoral mterventIOns outlmed below, targets of opportunIty would be
IdentIfied for engagmg the publIc and prIvate sector leadershIp m practIcal dISCUSSIons to alleViate
specIfic bottlenecks that emerge

E EffectIve DecentralIzatIon and DemocratIZatIOn of EconomIc ActivIty

USAID/HaItl has focused on the Issues ofdecentralIzatIOn and democratlzatIOn m the context of ItS
Democracy and Governance Strategic Objective (SOI) "More EffectIve andresponsIve DemocratIc
InstitutlOns andEmpowered CommumtIes" Busmess/economic actIVIty and Improved democracy
and governance go hand-m-hand Sustamable busmess growth reqUIres stable and servIce-orIented
democratIc and governmg structure/processes SIgmficant, sustaInable growth WIll also requIre a
WIdemng of partICIpatIOn m the economy, provIdmg all members of SOCIety WIth a stake m the
economy, and broadenmg of econOmIC mterest from the hIstOrIcally restrIcted, core group of
busmess famIlIes

Sustamable busmess and economIC growth WIll also reqUIre a redefimtion ofthe role ofcentral and
communal government, to strengthen the publIc sector framework and underpmmngs for busmess
Popular understandmg of and support for busmess actiVIty IS also a contrIbutmg ObjectIve

Many of USAID's actIVItIes, m S02 and S03 as well as III Democracy and Governance, have a
regIOnal or local focus or ImplementatIOn ThIs IS also the case for the activitles ofother donors and
lenders As such, these operatIOns contrIbute to the ObjectIve of decentralIzatIOn and
democratIzatIOn of econOmIC actiVIty The Idea of strengthenmg decentralIzed mecharusms and
economies IS therefore not new
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The LACTECH Food Secunty study hIghltghted the Issue of generatmg economIC actIVIty m
secondary cItIes OutsIde of Port-au-Pnnce, as would be expected, there IS huge demand for
decentraltzatIOn In the consultants' mtervIews outsIde ofPort-au-Pnnce, pnvate and publtc sector
proponents emphasIzed the benefit and Importance of strengthemng local structures and puttmg m
place the frameworks that WIll allow the regIonal economIes to realtze potentIal mdependently of
Port-au-Pnnce In mtervIews, the busmess commumty m Port-au-Pnnce confirms the usefulness
of thIs approach, and mdeed, mtervIews mdIcate that the Port-au-Pnnce busmess commumty sees
a great deal of opportumty m the regIOns, and exceptIonal costs m contmued centraltzatIOn of
actIvIty m Port-au-Pnnce

Hlstoncally, the busmess actIVIty m the regIOnal centers dId operate autonomously There IS a great
amount of anecdotal eVIdence of preVIOUS busmess actIVIty lmkmg the secondary CItIes WIth rural
areas, to serve domestIC and mternatIOnal markets CItIes outsIde ofPort-au-Pnnce were focal pomts
of entrepreneurshIp and local governance, and possessed an entrepreneunal and mtellectual
populatIOn that contamed strong cosmopolttan elements Much of thIs aCtIVIty and resource base
collapsed or was drawn m to Port-au-Pnnce as servIces and polICIes became centralIzed, and as the
mfrastructure outsIde ofPort-au-Pnnce crumbled Planmng efforts, such as the Transport Master
Plan, encouraged thIs centralIzatIOn The constructIOn of the flour mIll at Port-au-Pnnce, and the
consequent reqUIrement to purchase flour mIlled m Port-au-Pnnce, reportedly caused sIgmficant
damage to the economy ofthe Les Cayes regIOn

The Study has looked specIfically at these Issues ofdecentralIzed busmess actIVIty ThIs has been
done m an economY-WIde sense -- IdentIfymg actIOns that should be undertaken on a generalIzed
basIS to strengthen busmess actIVIty through decentraltzatIOn and democratIzatIOn The Study has
also speCIfically looked at the opportumtIes and usefulness ofactIVItIes based on specIfic economIC
clusters (CItIes and hInterlands) outSIde of Port-au-Pnnce In addItIOn to any benefits that may
accrue democratIzatIOn and Improved governance, thIs decentralIzed approach IS founded on the
potentIal for sound busmess and economIC advantage, for example

• Improved access to and abIlIty to make use of decentralIzed economIC resources,

• AVOIdance ofthe dIs-economIes ofscales and hIgh transactIOn costs that are mherent m the
Port-au-Prmce busmess enVIronment, and

• CreatIon of mcreased domestIc competItIveness WIthm HaItI
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II ECONOMIC AND BUSINESS CONDITIONS AT MID-1997

A Overall SItuatIOn

HaItI IS at a cntIcal stage m the consolIdatIOn of Its newly born democracy Unemployment IS
extremely lugh3

, and economIC condItIons contmue to be severe -- even by the standards oftlus very
poor country -- especIally for famIlIes resIdent m the appallmg slum areas ofPort-au-Pnnce and for
drought- and famme-stncken resIdents of the and Northwest

HaItI WIll not come close to acluevmg the GDP growth target of 4 5% establIshed for 1997 m
coordmatIOn WIth the IMF and mternatIOnal financIal mstItutIOns, due to substantIal underspendmg
ofthe donor-financed publIc sector mvestment program, wluch m turn IS due m part to a sIx-month
delay m parlIamentary approval ofthe current central government budget, m part to the collapse of
the Smarth government, and m part to the debIlItated condItIOn and recent weak performance ofthe
pnvate sector A general atmosphere ofdIStruSt and lack ofcooperatIOn contmues to prevaIl between
government and busmess leaders, whIle SOCIal and polItIcal stabIlIty are at substantIal nsk If
economIC condItIOns contmue to detenorate for the growmg unemployed, underemployed and barely
employed urban underclass

Overall condItIOns appear to be at a truly cntical turmng pomt, and could well get worse before they
get better Conversely, tImely and concerted actIOn by government, labor, busmess and the
mternatIOnal communIty -- If such can be brought about -- could also stIll well succeed m headmg
offa senous cnSlS and set a new course towards gradual but sustaIned recovery Much WIll depend
on deCISIons that WIll be taken by these actors m the next SIX months

B MacroeconomIc IndIcators and Future Growth ScenarIos

Table II 1below summanzes recent macroeconOmIC estImates for 1996 prepared by the InternatIOnal
Monetary Fund as a baSIS for the current Extended Structural Adjustment FaCIlIty (ESAF) program,
that IS currently stIll underway m HaItI Wlule the data are slIghtly out ofdate at tlus wntmg m July
1997, the structure ofthe HaItIan economy and ItS current extreme dependence on external fmancmg
have changed very lIttle

3 Strictly speakmg, the bulk ofthe unemployment problem m Haiti consists ofacute underemployment, by which
we mean extremely low labor productiVity and consequent extreme poverty Most employment IS rural and
m urban areas, mformal and largely unrecorded Despite the Importance ofremittances from famIly members
hvmg abroad, most poor Haitians do some work every day Just to stay ahve
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Table II 1 Haiti Macroeconomic Indicators - 1996

Aggregate Expenditure, Savmgs, and Investment
million US$ % of GOP

Gross Domestic Product - GOP 2,595 1000

Gross domestic expenditure 3,143 121 1
Consumption 2,912 1122
Gross domestic Investment 231 89

Public sector 140 54
Private sector 91 35

FinanCing of Investment 231 89
National savings (151 ) -58

Public sector (67) -2 6
Private sector (83) -32

External savings 381 147

II Operations of the Non-Fmanclal Pubhc Sector

Central government current account (78) -3 0
Current revenue 197 76
Current expenditure 275 106

Public enterprises current account 12 05
Public sector savings (67) -26

Capital expenditures 140 54
Overall balance (208) -8 0

FinanCing 208 80
External 130 50
Domestic 86 33

BRH 88 34
Other (8) -03

11/ Balance of Payments

Current Account DefiCit (-) (excluding grants) (382) -147
Trade balance (314) -121

Exports, fob 86 33
Imports, fob 400 154

Services (net) (182) -7 0
Remittances (net) 114 44

FinanCing 382 147
External grants 166 64
Capital account balance 156 60
Change In net international reserves 60 23

IV Price Indications

Inflation rate
Mtntnum wage rate
Prime Interest rate
Exchange rate

16-20 %
US $0 28/ hr

-19 %
Gdes 15-16 $1



As shown, m 1996 It was estimated that gross domestIc expendIture was about 21 percent hIgher
than Gross DomestIc Product, or GDP Current consumptIOn (at only about $400 per capIta, one of
the lowest levels m the world) amounted to about 112 percent of GDP durmg the year, whIle
mvestment spendmg -- mostly by the publlc sector and entirely financed by external savmgs -- added
another 9 percent of GDP to total domestIc expendIture

Nme percent of GDP IS a very low level of expendIture on mvestment m companson With other
developmg countnes In I1ght ofthe partIcularly detenorated condItIOn ofHaitian mfrastructure, one
of the key economIC prIorIties for the country must be to find ways to raIse mvestment to two to
three times thIs level over the commg years PrIvate mvestment must come to make up the
predommant share of the total, financed by pnvate domestIC and, espeCially, mternatIOnal prIvate
savmgs At the present time, both the pubhc and the prIvate sectors m HaItI are net dIs-savers,
meamng that their current/consumptIOn expendItures exceed theIr current mcomes

External financmg IS bemg proVIded prImanly m the form of grants and long-term loans from
mternatIOnal donor agencIes Also, pnvate remIttances were estlIDated at over $114 mIlhon m 1996,
eqmvalent to 4 4 % ofGDP The current account defiCIt m 1996 was also partly financed by a $60
milhon draw-down of mternatIOnal reserves, whIch cannot be contmued

The HaItIan government had made some progress m Improvmg fiscal and monetary management
dunng the first quarter of 1997, but It IS doubtful that It Will be able to maIntam thIs performance m
the second half of the year m hght of the Its current lack of leadershIp and coheSIOn

The only really good tmng that can be saId about the Hattlan economy IS that, wmle ItS productIvIty,
employment and structural problems are severe, It IS so small and tmngs are so depressed that It IS
pOSSIble to thmk m terms ofacmevmg dramatIC structural Improvements With only relatIVely small
changes m absolute magmtudes bemg reqmred Most Important m tms regard IS the mcrease m
prIvate sector mvestment that was alluded to above as a key to achlevmg accelerated economIC
growth m a sustamable fasmon

The projectIOns contamed m Table II 2 below Illustrate the mcremental magmtudes of mvestment
that mIght be reqUired to achIeve hIgher growth rates dunng the next eIght years m HattI On the
baSIS of reasonable estImates of an mcremental capltal-to-output ratio (ICOR) for a developmg
country, the conSIstency estImates presented there show that It would be pOSSIble for HaItI to move
towards a 7-75 % annual growth path WIth only a $200 mIlllon mcrement m gross domestIC
mvestment by the year 2000, over the base level proVIded under a scenano constructed along the
conservatIve Imes of the present ESAF Tms would bnng gross domestIC Investment up to about
185 % ofGDP, from the anemIC 13 3 % ofGDP reflected ill an "extended-ESAF" type projectIOn
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Table II 2 HaIti Macroeconomic Growth Scenarios

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005
Summary of ESAF Projections to 1999

Nommal GOP (Mil $)

Projected Real GOP Growth Rate

Projected GOP (Mil 1996 $)

GOP Increment (Mil 1996 $)

Projected Population (Mil)

GOP/capita (1996 $)

Domestic Investment (% of GDP)
Public Sector
Private Sector

Domestic Investment (Mil 1996 $)
Public Sector
Private Sector

Calculated One Year ICOR

2595

450% 200% 450% 450% 450% 450% 450% 450% 450% 450% 450%

2544 2595 2712 2834 2961 3095 3234 3379 3531 3690 3856

51 117 122 128 133 139 146 152 159 166

720 733 773 845

360 400 456

870% 890% 1160% 1220% 1330%
590% 540% 700% 670% 630%
280% 350% 460% 550% 700%

221 231 315 346 394 394 418 437 456 477 498
150 140 190 190 187

71 91 125 156 207

435 1 98 258 271 296 300 300 300 300 300

SensItivity Analyses of Investment and Growth

Moderate Additional Effort

Domestic Investment (% of GOP)
PubliC Sector
Private Sector

Domestic Investment (Mil 1996 $)
Public Sector
Private Sector

GDP Increment (Mil 1996 $)

PrOjected GDP (Mil 1996 $)

GDP/caplta (1996 $)

Calculated Real GDP Growth Rate

Incremental Investment vs ESAF
Domestic Investment (Mil 1996 $)
Public Sector
Private Sector

High Additional Effort

Domestic Investment (% of GDP)
Public Sector
Private Sector

Domestic Investment (Mil 1996 $)
Public Sector
Pnvate Sector

GDP Increment (Mil 1996 $)

Projected GDP (Mil 1996 $)

GDP/caplta (1996 $)

Calculated Real GDP Growth Rate

Incremental Investment vs ESAF
Domestic Investment (Mil 1996 $)
PubliC Sector
Private Sector

1160% 1352% 1660% 1851% 2008% 2008% 1999% 2038% 2060%
700% 653% 676% 698% 717% 669% 625% 582% 542%
460% 699% 984% 1153% 1291% 1338% 1374% 1456% 1518%

315 387 506 602 700 750 800 875 950
190 187 206 227 250 250 250 250 250
125 200 300 375 450 500 550 625 700

150 187 204 233 250 267 292 317

2712 2862 3049 3252 3486 3736 4002 4294 4611

370 421 545

554% 652% 668% 717% 717% 714% 729% 737%

0 41 112 208 282 313 344 398 452
0 (3) 19
0 44 93

1160% 1487% 1909% 2221% 2510% 2610% 2680% 2821% 2928%
700% 719% 777% 838% 897% 937% 962% 1001% 1030%
460% 769% 1132% 1384% 1614% 1673% 1718% 1819% 1898%

315 426 582 722 875 975 1073 1 211 1350
190 206 237 272 313 350 385 430 475
125 220 345 450 563 625 688 781 875

165 215 244 292 325 358 404 450

2712 2877 3092 3336 3628 3953 4310 4714 5164

370 431 611

609% 746% 791% 874% 896% 904% 937% 955%

0 80 188 329 457 538 616 735 852
0 16 50
0 64 138



RalSlng domestIc Investment by about $50 ml1hon more by the year 2000, to only $250 mllhon
above the ESAF prOjectIOn and only $722 milhon overall-- assummg that condItIOns were such as
to sustaIn a rugh margInal effiCIency ofInvestment -- could help raIse the HaItian economIC growth
towards the 8-10 % per annum level, one that could help raIse GDP per capIta by a full one-thud
over the ESAF extrapolatIOn by the year 2005 WIth gross Investment stIll at less than 30 % ofGDP,
stIll much below the Investment performance of the Southeast ASIa dunng the 1980s and 1990s, a
whole new future could begIn to open up for the HaItian population Wlule we hasten to repeat that
these are not proJectIOns, the figures contamed m Table II 2 clearly demonstrate that such a new
future IS possIble What wIll It take to make It happen?
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III ECONOMY-WIDE CONSTRAINTS

As was mdicated above, a large number ofconstramts eXIst m Haltl that mnder the development of
the open, competItlve markets and efficIent market mstitutIOns that are needed to achIeve mgher
rates of economIC growth For purposes ofth1s analysIs, major constraInts have been clasSIfied at
two mam levels, namely "economY-Wide" constramts that affect all sectors ofeconomIC actIvIty to
a greater or lesser degree, and "sector-specific" constramts whose Impacts are mamfested pnmarlly
m a specIfic sector, for example, tounsm In general, the methodologIes descnbed above have been
applIed to faCIlItate the IdentlficatIOn, descnptIOn and analySIS of constramts fallmg mto these two
categones, to provIde a baSIS for the IdentlficatIOn of alternatlve, constramt-speclfic program
responses that could be supported by USAID and/or other donors m Haltl

EconomY-WIde conStramts to market and enterpnse development In Haltl fall mto five maln sub
classes, as follows

• Insecurzty, Uncertamty and RIsk, whIch result In an extreme reluctance on the part of both
Haltlan and foreign mvestors to commIt resources to long-term Investments m HaltI, and are
part of the reason that such a weak supply response has been observed to follow from
attempts to apply macroeconomIC stlmuh to the Haltlan economy Insecunty and nsk are
also partly the product of deep-seated dIStruSt and antagonIsms between segments of the
busmess commumty and segments of the new pohtlcal estabhshment, wmch m turn reflect
long-standmg animositles between SOCial and economIC classes m Haltl

• Infrastructure DefiCIenCIes, mcludmg phySIcal mfrastructure such as roads, ports, electrIcal
power systems, commumcatIOns systems, etc , SOCIal Infrastructure made up pnmanly of
schools and health facIhtles, and, mformatIOnal mfrastructure, wmch IS constItuted by
facIhtles such as hbrarIes, research and extenSIOn centers, electrOnIC data storage and
retrIeval systems, etc

• Isolatzan from Markets and Technology, wmch refers, on the one hand, to the relatlve lack
of mtegratIOn and access of the Haltlan economy as a whole With global product and
finanCial markets and technology centers, and, on the other, to the relatlve IsolatIOn of
economIC agents In rural areas and secondary citles from direct contact With the outSIde
world and, to a degree, to theIr lack of mterconnection and mtegratIOn domestIcally Such
IsolatIOn IS, of course, m part a result of the mfrastructure defiCienCies Cited above

• IncapaCIty andOrgamzatzanal Weaknesses Hlstoncally, open, partlclpatlve and democratIC
mstltutIOns have not been allowed to develop and flounsh m Haltl, either m the pubhc or the
pnvate sectors Consequently, such mstItutIons are weak and neIther the government -
whether at the natIOnal or at local levels -- nor the pnvate sector have the abIlIty to
effectIvely Implement programs, even m those rare mstances when a consensus onJUdICIOUS
polICIes can be acmeved
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• InactlOn by Government A large number of factors appear to be acting In cOmbinatIOn to
make It unusually dIfficult for the present Government of HaItI to speak WIth one VOIce,
come together on polIcIes and programs, or take actIOn on large or small Issues m a tImely
manner Problems callIng for a response from government occur, tIme passes and very lIttle
happens WhIle It IS beyond the purvtew ofthIs report to analyze the phenomenon m depth,
the lesson IS drawn that m future USAID and other donors working mthe pnvate sector need
to find ways to deSIgn programs that are more robust WIth respect to government
performance, 1 e less dependent on government actIOn or mactIOn

A Long-Term Structural Insecurity and RIsk

Along WIth the weakness and mcapaclty ofpublIc and pnvate sector mstltutIOns, msecunty and nsk
are clearly the most dIfficult and mtractable constramts affectmg the HaItIan economy generally

One begms WIth phySIcal msecunty ofpersons and property as aconsequence ofa new and relatIvely
meffectlve polIce force, WhICh, after two years, contmues to dIsplay a lack of alacnty and
effectIveness mrespondmg to actual and threatened acts ofVIOlence, and whIch, despite some efforts
at mternal house-cleanmg, contmues to be WIdely suspected ofdIrect mvolvement m both cnmmal
actIVIty and polItIcally-motIvated VIOlence Few cnmmal transgressors are eIther arrested or
prosecuted or punIshed, and a prevaIlmg clImate of Impumty mSpires lIttle confidence m law
enforcement or the framework of legal protectIOns for CItIzens m general

Property nghts and other forms ofcontractually-based nghts are not adequately protected under the
present framework of HaItIan law and JurIsprudence

The case ofproperty nghts m land, for example, IS among the most complex To begm WIth, HaItI
has had a long hIstory of succeSSIve regImes, through the DuvalIers and the most recent mIlItary
governments, mlsusmg the power ofthe State to appropnate chOIce pIeces ofland for therr members
As a consequence, m the most fertIle areas of the country, such as the Artlbomte Valley, multIple
competmg claIms gomg back decades eXIst for many ofthe best pIeces ofland In a sense these are
all legItImate, and ImpartIal adjudIcatIOn ofsuch dIsputes IS extremely dIfficult Even m what would
perhaps appear to be legally transparent SItuatIons, mvolvmg a more recent mvasIOn of land WIth
otherwIse clear tenure for example, obtaImng ImpartIal adjudIcatIon IS dIfficult -- as judges are
alleged to be subject to a WIde vanety ofmfluences -- and enforcement ofa judgment IS sometImes
all but ImpOSSIble, gIven the mcapaclty and alleged corruptIbIlIty oflaw enforcement ClaIms and
counterclaIms thus lInger on for years, WIth no one able to show clear tItle and no one, consequently
bemg able to raIse money on the baSIS ofpledgmg land as collateral for loans

Parallel to these cases mvolvmg multIple claIms are mynad smalliand-holdmgs that SImply have
no tItle and never dId Agam, the capItal value ofland, and ItS usefulness as collateral, are hard to
realIze Fmancmg of urban and rural enterpnse IS consequently repressed
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Fmally, much ofthe HaItIan natIOnal terntory, mcludmg many coastal areas that may be SUItable for
tOUrIsm development, IS actually owned by the State GIven the newness and relatlve mexpenence
ofthe HaItIan State, as conceIved under the prOVISIons ofthe 1987 ConStltutIOn, the ways and means
of disposmg of publIc lands for eIther publIc or pnvate purposes are not entIrely clear It would
appear that, lIke m the case of the pnvatizatIOn of publIc enterpnses, the ExecutIve Branch of the
HaItIan government has the authonty and responsIbIlIty for devIsmg and negotIatIng land leases or
sales, but that every such transactIOn must be mdividually approved by the HaItIan ParlIament As
wIll be dIscussed below, m order for large-scale pnvate mfrastructure and tounsm developments to
progress, It WIll be Important to deVIse means to expedIte the governmental ratIficatIOn of
transactIOns mvolvIng the use ofpubhc lands

Many defiCIencIes eXIst m other areas ofcommercIal and contract law, both as to the content ofthe
law Itself and the manner of Its applIcatIOn m specIfic CIrcumstances, that contnbute to a clImate of
busmess uncertamty and nsk To quote a recent comprehensIve analysIs of the HaItIan legal and
regulatory framework for trade and mvestment4,

Ham's legal andregulatory systemfor bankIng andjinancwl servIces IS partIcularly
InhIbItIng to the growth ofcredIt WIthIn Its economy It IS difficult to assess credIt
rzsk because oflack ofstandardcredIt InformatIOn It IS even more difficult to secure
debt through mortgages and lzens or ever to realzze thereon In the courts BankIng
regulatIOn IS out ofdate, and InternatIOnal standardfor prudentIal norms as well as
authorztIes to operate modern forms of credIt operatIOns and finanCIal
Intermedwtzon are lackIng The Insurance sector IS equally In need ofmore up-to
date, effectIve regulatory legIslatIon as well as an abIlzty to draw on resources for
ratIOnal rzsk assessment and to InVIte greater reInsurance opportUnitIes The
company establzshment process IS undulyformalzzed, expenSIve and dIlatory CIvIl
status documentatIOn barely eXIsts and complzcates the ordInary Haztwn's
partICIpatIOn In theformal economy Customs law andadmInistratIon IS out ofdate,
and customs operatIOns are unnecessarzly tedIOUS and often corrupt

More broadly and more telhngly, the authors ofthts study report that they, found a general dIStruSt
of HaItIans for law and legal mstltutIOns, reflectmg, In turn, an IndIfference pervasIve throughout
HaItIan SOCIety to such due process concerns as admimstrative andJudICIal faIrness In Implementmg
laws and regulatIOns, transparency ofsystems and procedures, the scope ofdelegatIOns ofauthonty,
espeCIally admimstratIve dIscretIOn, lack of restraInts on arbItrary and capncIOUS actIOn, and a
general unfamilIanty WIth publIc mtegnty and ethIcs Many HaItlans VIew laws as bemg "for
someone" or "agamst someone" and they VIew law m general WIth CynICIsm and SuspICIOn

4 Nathan ASSOCiates, Inc "An AnalySIS of the Legal and Regulatory Framework for Trade and Investment m
Haiti", prepared wIth USAID support for the Presidential CormmsslOn on Economic ModernIzatIon and
Growth, May 1995

17



Beyond the legal, regulatory and JudIcIal framework, whIch, It must be noted, IS gradually beIng
amended In certaIn cruCial areas such as, for example, the new Investment Code, a host of still
unresolved SOCIal and polItical tenSIOns foster a stIll deeper sense ofuncertaInty and nsk among the
HaItIan and foreIgn bUSIness commurutles These tenSIOns and uncertaIntIes Impact such
fundamental Issues as who IS really In charge ofthe new government and how declSlons are actually
beIng made, the nature ofthe basIC Ideology InformIng the government's econOmIC and SOCIal polIcy
agendas, the real pOSSIbIlIty or ImpOSSIbIlIty ofachIeVIng a genuIne, workable consensus on basIC
economIC polIcy dIrectIOns among the dIvergIng factIons ofHaItIan SOCIety and polItIcs, and, even
the medIUm-term StabIlIty and permanence ofHaItI's new democracy and Its most VItal SOCIal and
pohtIcal InstItutIOns

Perhaps hke most SOCIetIes only more so, HaItIan pohtIcal hIstory contams numerous epIsodes of
extreme but relatIvely short-lIved turbulence, Interspersed With relatIvely longer penods ofrelatIve
StabIlIty even Ifnot progress It IS faIrly clear that the hIStOry ofthe last 10 years corresponds to one
of the turbulent penods m HaItIan hIstory What IS not clear IS whether the turbulence IS over yet,
or what the baSIS and the character of longer-term StabIlIty Will be once It IS re-establIshed

Two major tests remam to be passed before any kmd of a credIble answer to thIs last questIOn can
even be attempted The first IS the final Withdrawal ofUN mIlItary forces from HaItI The second
IS the next preSIdentIal electIon, scheduled, assummg It IS held, for November ofthe year 2000, and
the first year of the next preSIdentIal admmlstratIOn

It IS hard to say at tms pomt exactly when mternatIOnal peacekeepmg forces WIll be Withdrawn from
HaItI A defimtlve WIthdrawal has been repeatedly postponed smce the first announced date ofJuly
1995 -- whIch has probably been all to the good DespIte a current operatmg date ofJuly 1997, It
stIll appears unhkely that a full Withdrawal can be effected at least for another year or so DespIte
some relatIvely mmor OppOSItIOn, the presence of foreIgn troops m-country would probably be
recogmzed by most HaItIan and foreIgn observers as stIlI exertmg a stabilIzmg mfluence that
contInues to be needed whIle HaItIan secunty forces perfect then orgamzatlon and tralmng

UntIl foreIgn forces leave, however, no one Will know for sure how good that orgamzatIOn and
traImng actually have been, or to what purposes they WIll be applIed Uncertamty regardmg the
future secunty SItuatIon of the country, post-Withdrawal, constItutes an embedded, structural nsk
mherent m the busmess chmate of HaItI that Will not be removed untIl the appomted moment has
come and gone, and the HaItIan forces have been clearly tested on theIr own

In the realm of preSIdentIal pohtlcs a SImIlar embedded "structural" nsk eXIsts that cannot be
removed untIl the next electIOn has come and gone, and the new PreSIdent has been clearly tested
Popular oplmon currently has It that former-PreSIdent Jean Bertrand Anstlde Wlll be re-elected to
a second term mthe year 2000 CertaInly, he presently contmues to be the dommant polItical figure
In HaItI, and hIs POhtlCal orgamzatIOn remaInS the best orgamzed and finanCIally strongest What
no one can say though, perhaps not even mmself, IS what kmd ofa government Mr Anstlde would
preSIde over once re-elected WIll It be meSSIanIC and redemptlOmst, as dunng the first part ofms
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first presIdency, or WIll It be accommodatmg and apparently pragmatIc, as was to some extent the
appearance durmg the second part? Is the agenda the relIefofpoverty and depnvatIOn through open,
partIcIpatory democracy and economIC growth, or, m more tradItIonal HaItIan cadence, IS It the
fulfillment of a more dIrectly personal and personalIstIc leadershIp mISSIon m relatIOnshIp to the
populace?

No one can say It IS hkely, however, that the next presIdentIal electlOn wIll be a watershed Ifthere
IS to be more turbulence, It WIll probably anse m the context of thIs electlOn And, whatever the
nature of the pohtIcs that are mtroduced by the next electIOn, once havmg passed, It IS lIkely that
whatever turbulence remams to be worked out ofthe HaItIan system WIll subSIde, and that a penod
of relatIve stabIlIty, If not progress, WIll ensue

Interestmgly, therefore, It would appear that, as far as pohtIcal nsk m HaItI IS concerned, the penod
of hIghest nsk IS m the medlUm-, and not m the long-term From an mvestment and busmess
perspectIve, whoever survIves the two commg transItional events IdentIfied here WIll probably
survIve and prosper adequately m the longer term Iftrue, thIs IS ofsigruficance for the orgaruzatIOn
of longer-term mvestments such as for Infrastructure and tounsm, and, we suggest, should
sigruficantly Inform the development of pnvate sector development strategIes and mechanIsms
aImed at nsk mItIgatIOn

B Infrastructural DefiCiencies

ThIs sectIOn presents a summary reVIew of the role of mfrastructure to pnvate sector growth, the
problems and Issues pertaIrung to Infrastructure and related servIce, and plans for rehabIhtatIOn and
Improvement These Issues are dIscussed m more detaIl m AppendIx H

1 Impact ofHaltl's Infrastructural SituatIOn

Throughout our mtervlews WIth busmesspeople and others m HaItI, a common theme was the
contractIOn of busmess actIvIty over the last 10-15 years because of lack of or severely degraded
mfrastructure ThIS Issue was raIsed by VIrtually all sources WIth respect to both Port-au-Pnnce and
the regIOns

PartIcularly m the regIOns, busmesspeople referred to earher tImes, when mfrastructure was located
on a decentrahzed baSIS specIfically to take advantage of decentrahzed economIC resources and
opporturuty In many mstances, relatIvely effiCIent Infrastructure served a thrIvmg commerce that
extended to many rural areas of the country

Infrastructure-based servIces m HaItI are generally expensIve and of poor qUalIty, when they are
avaIlable Commonly cIted problems WIth Infrastructure and related servIces mclude

• Lack of basIC Infrastructure,
• Poor condItIOn (poor mamtenance) of Infrastructure,
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• InefficIent management of mfrastructure and servIces,
• Lack of servIce onentatlOn,
• HIgh cost of usmg mfrastructure and related servIces, and
• HIgh mCldence oftheft and bnbery related to the use of mfrastructure

Infrastructure Improvements are bemg undertaken With assIstance from WB, IDB, ED, and other
members of the multdateral and bdateral commumty GoH and the donor and lendmg commumty
have recogmzed lffiproved Infrastructure and related servIces as bemg of vltallffiportance to the
growth of Halti's economy The IMF descnbes HaIti's mfrastructure pnontles as bemg

• Integratmg margmal reglOns through rehablhtatlOn of eXlstmg roads, ensunng adequate
mamtenance ofeXlstmg roads, and lmprovmg accesslblhty through extenslOn ofrural roads,

• Provldmg coastal CIties With adequate port mstallatlOns to encourage mantlffie transport of
vItal products and take pressure offthe road system burdened by large transport vehicles, and

• Taking advantage of eXlstmg mstallatlOns through maxlmlzmg theIr use

About 45% ofthe Pubhc Sector Investment Program IS devoted to basIC Infrastructure The planned
phySIcal, managenal and operatlOnallmprovements, Ifcarned through, Will prOVIde HaIti With basIC
mfrastructure and servIces on which sustamable pnvate sector growth can be based

2 Sectoral ReVIew ofInfrastructure and Related ServIces

The mam Infrastructure m Haltl that Impacts pnvate sector development mcludes5 Mam Roads,
Rural Roads, Ports, Airports, Power and TelecommumcatlOns

a Roads

The World Bank regards HaItI'S network as small for a country of Haltl'S charactenstlcs

TransportatlOn mfrastructure has suffered from a decade of neglect In 1995, less than 7% of the
maln road network was m good condItion Accordmg to the World Bank, IDB and people
mtervlewed, most of the rural network IS m extremely poor state The condItion of the roads has
detenorated greatly smce 1991 (This IS the date ofthe last major survey 6 That survey reported 34%
ofroad network to be m fau condltlOn, 72% ofthe paved network m falr condltlOn, 51% of gravel
and 87% of dIrt roads m poor to bad condltlOn) The system prOVIdes poor access to rural areas

5 Note Potable water and sanItatIOn mfrastructure have not been mcluded m thIS dISCUSSIOn While of VItal
ll1lportance for HaItI, the mfrastructure and water are not as SIgnIficant a constramt as the others for prIvate
sector growth ImgatlOn mfrastructure IS frequently CIted as a constramt for agrIculture

6 Quoted by lOB Project Document, Secondary and TertIary Roads RehabIlItatIOn and Mamtenance Program,
Approved March 5, 1997 (HA-0075)

20



Port-au-Pnnce streets suffer acute traffic congestIon, resultmg m lugh velucle operatmg costs and
transIt tImes

Some of the most sIgmficant planned Improvements are

Main Roads The Road RehabIlItatIOn Program IS pnmarily funded by IDA and IDB, ED and
KFW It IS planned that the entIre mam road system Will have been rehabIlItated by end of
1999 (WIth the possIble exceptIOn of 75kms of RN3, stIll unfinanced)

Rural Roads The IDB Secondary and TertIary Roads RehabIlItatIOn and Mamtenance Program IS
planned to rehabIlItate and mamtam 145% ofthe secondary network and II 6% oftertIary
network The Improvements are estImated to serve 750,000 rural reSIdents The bulk ofthe
secondary and tertIary road network Will not be Improved under tlus program

Other Road Maintenance Issues The World Bank and IDB have focused attentIon on the Issue of
roads management and maIntenance The OoH has accepted that road management and
mamtenance actIVItIes Will be reorganIzed and that maIntenance actIvIty Will be shIfted from
Force Account to pnvate sector and local communItIes

The capabIlIty ofthe pnvate sector to carry out road mamtenance IS consIderable The World Bank
CItes 3 firms as bemg capable ofundertakmg major works, and 28 small and medIUm-sIzed firms
WIth the capacIty to carry out penodlc and routme maIntenance

The planned Improvements Will not address the rehabIlItatIOn and ongomg mamtenance needs of
much of HaItI's rural road network It Will also not address the expanSIon and densificatIOn of the
road network Thus, m the absence of addItIOnal resources, much of HaItI's rural populatIOn WIll
remam Isolated, and unconnected With market centers

ConsIderable attentIOn IS needed to aclueve a sustamed, adequate rural roads network D8AID can
contrIbute to thIS road rehabIlItatIOn and mamtenance ObjectIve -- for example, supportmg local
commUnItIes for decentralIzed road mamtenance and commUnIty-based road mamtenance, expandmg
use ofcontract mamtenance, and use and management of road user charges

b Ports

HaItI has 40 moonng pomts, mcludmg 2 mam seaports (Port-au-Pnnce and Cap HaItIen) and 12
mmorports

7 ofHaItI'S 9 largest Clues are ports The mfrastructure VarIes m condluon, and a pnonty should be
to make ImmedIate use ofmfrastructure that can be rendered useful Port-au-POllce IS the pnnclpal
port The wharfat Jacmells near collapse, and the ports at Les Cayes and Jacmel are heaVIly SIlted
The port at 8t Marc IS functIOnal, but swamps m heavy seas Contamer storage for the port IS at a
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dIstance, and reqUlres transIt through the CIty'S mam thoroughfare Gonalve's port IS functIOnal, but
lacks customs facIlItIes A pnvate mvestment m a port near GonalVe IS not yet operatIOnal

Cap HaltIen's port IS the closest HaItIan port to the U S It IS a large faclhty, WIth large storage
areas The Cap HaltIen commumty has been trymg to attract a Canbbean slupper, TropIcal
Sruppmg, to make regular, scheduled stops at Cap HaltIen

All of these ports have been tOPICS of dIScussIon for new mvestment Jacmel Port could be
rehabIlItated and dredged, or rebUllt at Cote des Freres, nearby Les Cayes cold be Improved and
extended However, a pnvate group has advanced plans to bUlld a major port faCIlIty at 8t LoUls
du-Sud, about 30 kms from Les Cayes The new port at Gonaive offers good potentIal, but blockages
to ItS operatIOn need to be settled

APN IS the State Port Authonty overseemg the country's ports APN has tarlffJUflsdlctIOn over all
pubhc and pnvate ports, termmals and wharves Port charges are the same for all ports, and changes
m tanffs reqUlre a PresIdentIal order APN also has operatIOnalJUflsdlctIOn over all pubhc ports, and
IS responSIble for the development and mamtenance of port mfrastructure

Accordmg to the IMF, IFC and several mternatIOnal agencIes and domestIC busmesses, the Port
authonty suffers from mefficlent port handlmg operatIOns and mappropnate management structure
that combme to make Port-au-Pnnce the most expenSIve port ill the Canbbean RegIOn Per the IFC

Industry sources m HaItI have suggested that thIS IS przmarzly due to mstztutlOnal
corruptlOn, an underproductIve worliforce, onerous workrules, madequatefacllztles
and lack ofapproprzate equzpment As a result, Haztz's zmports may be overprzced
m the domestIC market and exports uncompetItlve m world markets, thus affectmg
the overall economIC development ofthe country

Wharfage tanff rates per ton ofcontamenzed cargo are between 2 and 8 tImes more expenSIve than
m the US and other Canbbean ports Port-au-Pnnce's wharfage tanffs for breakbulk and bulk cargo
WIth those at competItor ports m the regIOn mdIcate an even greater cost dIsadvantage to HaltI

The GoH accepts the need for a major restructunng and pnvatizatIOn of port operatIons The
modahtIes for tlus are under consIderatIOn and need to be concretIzed and Implemented The IFC
presents 2 basIC optIOns for the ports

• Restructunng of port operatIOns WIth some pnvate sector prOVlSlon of servIces

• ConcesSIOn (IFC recommendatIOn) Under the conceSSIOn arrangement, all port operatmg
functIOns would be pnvatIzed and concessIOned out to pnvate sector mvestors (foreIgn and
domestIc), who undertake all above-ground port mvestments
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Contmued assIstance IS needed to realIze the pnvatIzation ofthe Port-au-Pnnce port, and to properly
consIder and proceed wIth opportunItIes for other HaItIan port facIlIties

cRaIl

HaItI has no raIl facIlItIes, other than 40-kms ofpnvate raIlway (for transport of sugarcane)

d. AIrports

HaIti has 2 mternatIOnal aIrports (Port-au-Pnnce and Cap HaItIen) and 5 domestic aIrfields (restncted
to small craft) Cap HaitIen can accept large planes such as 727s Until recently, Cap HaitIen had
regular DC6 connectIOns to the US OutSIde ofPort-au-Pnnce and Cap HaItIen, aIrport faCIlItIes
are baSIC However, au traffic IS less of a pnonty than ports or roads

Cap HaItIen and Port-au-Pnnce aIrports are m need of major upgrades Pnvate mterests have
expressed mterest m managmg these faCIlIties A pnvatIzatIOn process IS underway for HaItI'S
aIrports

e Power

HaItI's power costs to customers are very hIgh compared to other competmg countnes (e g
Dommican RepublIc, MeXICO, EI Salvador, ChIna)

The electnclty supply IS managed by a parastatal, Electrlclte d'HaItI (EDH) EDH has a natIOnal
monopoly on the generatIOn, transmIssIOn, dIstnbutIOn and commerCialIzatIOn of electnc power

ElectrICIty servIce IS msufficlent and unevenly dIstnbuted It IS avaIlable to only 45% of the
populatIOn m Port-au-Pnnce OutSIde ofPort-au-Pnnce, EDH proVIdes grossly madequate servIce
to the general populatIOn, especIally m rural areas -- but only 3% ofthe populatIOn m the rest ofthe
country have access to electnclty Even m Port-au-Pnnce power supply IS unrelIable FaIlures and
blackouts are common

The SItuatIOn has Improved lately m the Cap HaitIen area, smce an Independent Power Producer
recently started generatIOn 7

Total energy losses are very hIgh (51 3%), and bIllIng and collectIOn are also very Less than 25%
of energy produced IS paId for EDH has had net operatmg losses smce 1989, and suffers from
numerous other technIcal and managenal problems

7 IDB Project Report
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GoR has accepted that electnclty generatIOn would benefit from pnvate sector Involvement, and the
modalItIes are under study GoR has Included EDH amongst the publIc enterpnses to be pnvatlzed
The IDB IS asslstmg the ImplementatIOn ofmanagement and operatmg Improvements at EDH, and
IS asslstmg the pnvatizatIOn process, through a technIcal assIstance program The planned
Improvements WIll, however, still leave Important gaps that are pnonty for pnvate sector

f TelecommUDlcatIOns

HaItI suffers from very madequate domestic telephone coverage HaItI has between 6 and 8
telephones per 1000 people -- about the same coverage as poor AfrIca countnes The connectIOn
completIOn rate IS also Inadequate The cost of telephone servIce IS hIgh, and users look for
alternatIve means of communIcatIon Costs for mternatIOnal connectIOns are very hIgh

Many busmesses m the capItal area use 2-way radIOS for communIcatIOn The country has no
cellular operators LIcenses have been apphed for (One firm has reportedly Invested USD2 mllhon,
but has not been permItted to proceed)

Only 2000 hnes serve areas outSIde ofPort-au-Pnnce 600 are reportedly not workmg Throughout
the country, telephone servIce IS mterrupted dunng heavy rams

Internet servIce IS offered by two companIes New Internet proVIders are waItmg for hnes Internet
lmes are currently very congested, connectIOn speed IS slow, hne quahty IS poor, and costs are hIgh

ResponsIblhty for telecommumcatIOns rests WIth a parastatal, Teleco PnvatlzatIOn IS planned, but
WIll hkely meet WIth sIgruficant government OppOSItIOn

3 Infrastructure and Secondary Cltles

The lack of Infrastructure, and the severely degraded nature of the eXlstmg Infrastructure, has
severely restrIcted economIC actIVIty outSIde of Port-au-Pnnce Secondary coastal CItIes were
hIstoncally relatively self-sufficIent In transport Infrastructure As mentIoned, many bUSInesspeople
referred to earher tImes, when mfrastructure was located on a decentrahzed basIS speCIfically to take
advantage of decentrahzed econOmIC resources and opporturuty In many Instances, relatIvely
effiCIent Infrastructure served a thrIvmg commerce that extended to many rural areas ofthe country

Accordmg to the World Bank, capaCIty for InternatIonal traffic was concentrated In Port-au-Pnnce
on the basIS ofa Transport Master Plan prepared In the late 1970s Local and transIt traffic were to
be developed through expanSIOn and upgradmg of road network and coastal shIppmg faclhtles
SubstantIal expanSIOn ofPort-au-Pnnce port and aIrport took place However, the road network was
upgraded and expanded, and was not maIntaIned ThIs effectIvely cut offthe secondary CItIes from
the center, and hence from InternatIOnal markets The Infrastructure connectIng the secondary CIties
and then hInterlands were also left to degrade
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Development of mfrastructure and related servIces are a crucial element of any pnvate sector
strategy centered on secondary cIties USAID can support several actIons to encourage the provlSlon
ofmfrastructure to these cIties and theIr hmterlands SpecIfic Infrastructure-related actions dIrected
towards secondary CIty clusters can mclude

• ActIOns to facIhtate the processes of strengthenmg specIfic clusters, such as Jomt pubhc
pnvate planmng mecharusms, strengthernng of urban management and servIces,
strengthernng of murncipal finance, etc

• Focus mfrastructure and servIce mvestments on partIcular clusters partIcularly ports and
airports, power, commurncatIOns, rural roads, busmess servIce centers Geographic co
locatIOn ofdonor programs FacIhtate mtermodallmkages and servIce hnkages on a cluster
specIfic basIS

• Collaborate With other donors to support Infrastructure development centered on specIfic
secondary cIties

4 PrivatizatIOn and CompetitIOn

Infrastructure-based servIces m Haiti are generally expenSIve and of poor quahty, when they are
avaIlable GoH has accepted that these servIces must be pnvatized and costs recovered through user
charges However, the pnvatizatIon process IS slow and uncertain, fraught With vested mterests

WhIle emphasIs IS stIll needed on pnvatIzatIOn, and every effort should be made to ensure that
pnvatizatIOn IS Implemented eqmtably and rapIdly, other avenues should also be pursued as a means
of furrnshIng Infrastructure and related servIces

In partIcular, competitIOn should be permItted m the Infrastructure sector Several attempts have
been made by pnvate Haitian mvestors to mvest m and provIde servIces ports, electncIty,
commurncatIOns, etc Plans are bemg dIscussed for many such mvestments

UntIl now, such attempts to mtroduce pnvate servIces that compete With parastatals -- or that offer
servIces that parastatals are not provIdmg -- have met With blockages at the level of Government
approval Such mvestments offer great potential, however, and step around the contentious Issue
of pnvatIzatIOn

Another ImtIatlve would be the establIshment oflocal oversIght boards for servIce provISIon In the
HaItIan SItuatIOn, where servIce IS shoddy, expenSIve and non-responSIve, the parastatal proVIder has
no dIrect responsIbIlIty to customers, to stakeholders Local management boards, representmg
commurnty stakeholders (busmess, populatIOn, local government), could be mandated to lobby and
advocate for Improved servIce prOVIsIon and mteractIve planmng

25



C IsolatIOn from Markets and Technology

Wlnle there are exceptIOns, such as the assembly sector, most of the HaItIan economy IS very
Isolated from external markets Agncultural producers, for example, have httle or no knowledge of
external markets or theIr reqUirements, but operate exclusIvely through a small number ofexporters
specIahzed m the coffee, cocoa, mango and essential 011 trades The structure ofexport commerce
IS highly ohgopohstIC, and no effort IS made to transfer knowledge on buyers, pncmg, standards and
other export market condItIOns to farmers

Even In the case of assembly, where mdividual Hmtian producers mamtam dIrect lmks to theIr
external customers, the low qualIty of Infrastructure servIces serves as a bamer to the adoptIOn and
absorptIOn of technology Many specIahzed garments reqUire the use of more highly-automated,
programmable seWIng machines, for example, which are sImply not adaptable to the fluctuatmg
voltages produced by the HaItian electncal utilIty, for example TechnologIes requmng relIable
refngeratIOn are SImIlarly not practIcal under current HaitIan condItIOns of electncity supply,
mearung that HaItIan producers are effectively barred from participatmg m certam higher-value
product markets HIgh-cost and unrelIable telecommumcatIOns are a senous obstacle to the
development ofmore extensIve dIrect lInks between HmtIan producers and potentIal export markets,
even m Port-au-Pnnce and much more so outSIde the capItal CIty

Internally, the SItuation IS also severe Bad roads and bad or non-exIstent telephone servIce represent
formIdable barrIers for small farmers attemptmg to produce for the domestIc market m competItIOn
WIth easIly transported Import commodItIes bemg dehvered mto the capItal LImItatIOns m the
aVaIlabIlIty of Customs officers restncts usage of secondary ports, further contnbutmg to the
IsolatIOn and transport cost dIsadvantages ofmany regIOns outSIde the metropohtan area

D InstitutIOnal Weaknesses

The wrenchmg economIC trauma undergone by HaItian busmesses over the last ten years, and m
partIcular smce 1993-1994 has wreaked havoc With the finances of vIrtually all ofHaIti's busmess
aSSOCiatIOns and chambers of mdustry and commerce WIth httle or no finanCIal capaCIty, these
orgaruzatIOns are unable to mamtam adequate staff to effectIvely proVIde even routme servIces for
members, much less undertake new programs to address the mynad Issues that anse as the economIC
cnSIS deepens Membership 10 such asSOCiatIOns IS m many cases dwmdlIng, and dues collectIOns
from members are down

One pOSItIve result of the finanCIal hardship bemg undergone by pnvate busmess orgaruzatIOns at
the present time 10 HaItI, IS that they have on several Instances been forced to Jom forces m order to
orgaruze a response to pressmg legIslatIve proposals and other Issues such as pnvatIzatIOn, and
mamtam some kmd of a umted front m theIr deahngs WIth the government Some degree of
consolIdatIOn m the number ofbusmess organIzatIOns IS probably reqUIred under the CIrcumstances
Donors such as USAID can encourage further collaboratIOn among pnvate sector orgaruzatIOns by
provIdmg support to multI-orgaruzatIOn task forces orgaruzed to address speCIfic pnonty Issues,
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rather than provIdmg broad budgetary support to mdividual organtzatIOns as they have tended to do
m the past Not only can the task or project basIs for supportmg pnvate sector assocIatIOns
encourage a coalescmg ofmterests among them, but thts approach by donors also aVOIds the nsk of
then bemg perceIved as playmg favontes m theIr deahngs WIth the pnvate sector

The ExecutIve Branch ofthe Hattian government has hIstoncally always been hIghly centrahzed and
dependent on the PresIdency In an attempt to hmit the potentIal for abuse by future HattIan
presIdents, the ConstItutIOn of 1987 severely hffilted the powers of the PresIdent, and estabhshed a
Pnme MInIster as head-of-government, WIth the requIrement that the nommatIOn ofpnme mmIsters
by the PresIdent be approved by a maJonty of both houses of Parhament Thus, the present
constItutIOnal structure of the HaItIan government confers great authonty and power on the
ParlIament, but does not reqUIre that the admInIstratIOn represent the maJonty party m ParlIament,
or even a necessarIly a maJonty coalItIOn

Government under the ConstItutIOn of 1987 has only been tested m practIce for a bnef penod m
1991, and more recently smce September 1994, under the tutelage ofthe UnIted NatIons So far, It
appears that the potentIal for COnflICt and stalemate between the ParlIament and the ExecutIve bUIlt
mto thts structure has far exceeded the pOSSIble benefits ofhavmg so finely balanced the dlstnbutIOn
of power between these two pnncipal branches of government (there has never been a strong
JUdICIary m HaItI, and, whIle the current ConstItutIOn theoretIcally grants equal powers to the three
branches, m practIce the JUdICiary has yet to establIsh Its co-equalIty)

Beyond these structural Issues, lack of mstItutional expenence, lack of finanCIal resources and an
mabilIty to attract hIgh-qualIty personnel to staff pOSItIons make the mstItutIOns ofgovernment m
HaItI weak and meffectual The handIcaps faced by mumclpal and departmental government
agenCIes are compounded further by total dependence on the central government for finanCIal
admInIstratIOn, meanmg that even local taxes and other revenues speCIfically earmarked to finance
decentralIzed unItS of government must pass through central government tax collectors, who
frequently WIthhold or senously delay dIsbursements back to the localItIes of ongm

E InactIOn by Government

As mdicated above, a varIety offactor Impmge on the abIhty ofgovernmental organtzatIOns m HaItI
to proVIde a tImely response to everyday challenges We do not pretend to be provldmg a
comprehensIve analySIS ofthe causes ofgovernmental mactIon We do, however, urge that the fact
of ItS eXIstence be recognIzed as a major constratnt for the ImplementatIOn of all kinds of donor
programs m the country -- mcludmg efforts to reVIve the foundenng pnvate sector economy -- and
recommend that future programmmg delIberately prOVIde for ImplementatIOn alternatIves that are
not dependent on publIc sector performance, and conSCIOusly aVOId allOWIng ImplementatIon to
become the hostage of blockIng factIOns WIthtn the government

27



IV SECTORAL COMPETITIVENESS ANALYSIS

A Assembly and Light ManufacturIng

1 Background

Smce It first began m a very small way m the 1950s, HaItIan assembly manufactunng has been
orgamzed exclusIvely for the U S market Exports of the HaItIan assembly sector first exceeded
US$10 mIllIon m 19708 From a value of $11 9 mIllIon m 1970, assembly exports grew at about a
30 percent annual rate to reach $119 3 mIllIon m 1978, eqUIvalent to approXImately $258 mIllIon
m 1996 US dollars In 1978, 116 firms were recorded by the U S Embassy to be operatmg m the
assembly sector, ofwhIch 71 (61 percent) were m the apparel subsector, 25 (22 percent) melectncal
and electromc eqUIpment and another 20 m a vanety ofother manufactunng areas mcludmg medIcal
eqUIpment, sportmg goods and toys ApproXImately 40,000 people were employed m the HaItIan
export assembly mdustry m 1978 and the average hourly wage was recorded to have been US$1 60
per 8-hour day, eqUIvalent to about $346 per day m 1996 dollars

HaItIan assembly exports were over 60 percent hIgher m 1978 than m the nelghbormg Domlmcan
RepublIc, whIle employment m the sector IS reported to have been about 2 5 tImes hIgher

Export assembly contmued to grow dunng the decade of the 1980s, but at a far slower rate At ItS
peak m 1989, the HaItIan assembly sector numbered about 250 firms, produced over $320 mIllIon
m exports (about $394 mIllIon m 1996 dollars), and employed an estImated 66,000 people The
structure ofthe mdustry had remamed relatIvely stable, WIth slIghtly over 60 percent ofgross exports
beIng generated In apparel, 18 percent In electncal eqUIpment, 11 percent In toys and sportIng
eqUIpment, and the remalmng 11 percent In a varIety ofmdustnes mcludIng leather goods, Jewelry
and medIcal eqUIpment

In the meantIme, assembly exports had exploded elsewhere In the Canbbean and m ASIa Whereas
Domlmcan exports had only amounted to 61 percent of HaItI's In 1978, by 1989 the Domlmcan
RepublIc was exportmg over $900 mIllIon ofassembly sector manufactures to the US, almost three
tImes now the value ofcomparable HaItIan exports The PhIlIppInes, whIch In 1978 was exportIng
slIghtly less than tWIce as much as HaItI by 1989 had Increased ItS margIn to about 6 6 tImes,
countIng only PhIlIppIne assembled manufactunng exports to the Umted States Clearly, HaItI was
lOSIng market share by the 1980s and assembly manufacturmg could be conSIdered to be In relatIve
declIne -- compared to the explOSIve growth taktng place worldWIde -- despIte the contmuatlOn of
a low level of annual growth In the nommal value of exports The relauve declIne of HaItI as an

8 Data for the 1970s are taken from, Braun, Carl, R Lebrun and S Tardleu, "IndustrIes d'HaItI SItuatIOn,
Problemes, PerspectIves", ADIH, 1980
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assembly manufactunng sIte began under the Duvahers, and accelerated as pohtIcal mstabIhty and
CIVIl unrest became ever more commonplace m the post-DuvalIer penod untIl the end of 1990

The electIon ofJean Bertrand AnstIde m December of 1990 led to a bnefpenod ofdemocratIc rule,
but lIttle trnprovement m domestIc stabIlIty After only 7 months m office, PreSIdent AnstIde was
deposed by a mIlItary coup m September 1991, leadmg to heIghtened tenSIOns WIth the Umted States
and a progressIvely tIghter economIC embargo whIchwas mamtamed untIl the U S mIlItary mvasIOn
ofHaItI mSeptember of 1994 and the restoratIOn ofthe Anstlde government durmg the followmg
month

Already by the begmmng of the penod of Junta rule between 1991 and 1994 and before the
ImpOSItIOn of the US economIc embargo, the HaItIan assembly sector had passed from relatIve to
absolute declme, wIth employment m the sector reduced to about 34,000 by the end of 1991
Already weakened by deterIoratmg competItIveness and market share, the sector was devastated by
the effects of the embargo Itself By September 1994, at the tIme of the mIlItary mterventIOn, the
number of employees m export assembly had fallen almost to zero, WIth only some plants keepmg
skeleton crews on hand

Smce that tIme, recovery has been slow and erratIc AvaIlable estImates mdlcate that one year after
the mvaSIOn, by August 1995, 91 firms had reestablIshed operatIOns and were employmg 13,839
people9 Ten months later, the US ForeIgn CommerCIal Office reported results oftheIr June 1996
survey mdIcatmg 94 firms provIdmg 19,442Jobs By the end ofthe first quarter of 1997, estImated
employment had agam nsen to approxImately 22,000 Jobs, whIle latest mdIcatIOns avmlable from
the U S Embassy for May 1997 show a contractIOn to slIghtly less than 20,000

Table IV 1 below summarIzes subsectoral employment data gathered through the August 1995
survey performed by CapItal Consult

Table IV 1 Assembly Sector Employment Data - August 1995

Subsector No of % oftota! No of % of total Employees/
FIrmS Employees FIrm

Apparel 43 47 9,602 69 223

ElectncaVelectromc 13 14 1,184 9 91

Other 35 39 3,053 22 87

Total 91 100 13,839 100 152

9 Source CapItal Consult, "Resultants de l'Enquete Sur Ie Secteur d'Assemblage en HaIti (JutIlet-Aout 1995",
February 1996
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On average, firm size IS about half what IS was In 1991, when 113 firms employed 33,607 people,
for an average number of]obs per firm of297 Electncal and electromc assembly In particular has
come back slowly and relatively weakly, as Indicated by an average firm size In tills subsector of327
employees In 1991

Recent trends In HaitIan exports to the US, IncludIng the maIn manufactured assembly subsectors
of apparel and electncal macillnery, and comparative data on exports of apparel to the US, are
shown In Table IV 2 below
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Table IV2 US Imports* from Haiti - $000 Customs Value

19961 19951 19941 19931 19921 19911 19901 19891

HTS no All commodities 143478 129765 58717 154257 106902 284654 339177 371875

3 Fish etc 998 2313 289 322 2 2018 2831 2742

7 Edible Vegetables etc 0\ 1 4 0\ 1 0\1 0\ 1 26 42 180

8 Edible FrUit 5215 7289 3007 5394 121 7238 5619 5579

9 Coffee Tea etc 308\3 782\3 0\ 3 136 0\ 1 272 125 1320

17 Sugar 0 0 0 0 0 3259 0\1 965

33 Essential Oils 1257 4815 854 1603 0\ 1 2091 4105 3210

41 Raw Hides etc 5071 3820 2267 3880 3111 3315 2797 3008

42 Articles Of Leather 2452 1178 1153 3973 2832 3927 10315 12932

44 Wood and Wood Products 863 474 302 854 1030 1173 1308 1056

46 Straw and Wicker 588\3 439\3 309 612 555 839 1439 1716

61 Knit Apparel 68389 47572 17711\3 48523\3 38120\3 74685 72905 64232

62 Not Knit Apparel 36114 29492 13460 46241 26701 76688 89955 106213

85 Electrical Machinery 3672 3745 3345 7705\3 6359\3 27549 42987 57695

90 Med Instruments 10 0\ 1 62 317 421 3244 4977 5149

95 Tovs 4180 4667 4166 13042 11654 23718 35806 35396

804504040 Mangoes Fresh Entered 9/1 5/31 3632 4648 1624 2419 0\3 0\3 0\3 0\3
Kg 6032932 6714590 2741567 4494293 0\3 0\3 0\3 0\3

804506040 Mangoes Fresh Entered 6/1 8/31 1400 2339 0\ 1 1413 0\ 3 0\3 0\3 0\3
Kg 2191784 3235923 0\1 2636106 0\ 3 0\3 0\3 0\3

9506692080 Softballs 1199 1587 1950 6348 5616 10298 12123 12155
# 612399 832461 950744 2720186 2617155 5603244 5978053 6236346

9506692040 Baseballs 854 716 876 1311 927 8209 17161 14598
# 575663 482983 514407 941229 66226 4658001 8649701 8106082

3301260000 Essenlial Oils OfVetlver 759 3795 713 1290 0\ 1 1062 2813 1831
Kg 11225 48266 8030 22111 0\ 1 30004 71818 39496

9503411000 Stuffed Toys 0\3 0\3 21 800 823 1507 1870 1841
# 0\3 0\3 27059 256600 414599 541566 1003979 962307

Footnotes 1/ value (shown as 0) IS actually zero (0)
2/ means that the data (shown as 0) are rounded to zero these are for values less than $500
3/ means that the data are not available for that particular time penod
• Imports for consumplion (1989 90) general Imports (1991 96)

Source U S Department of Commerce Bureau of the Census Merchandise Trade - U S Imports by Commodity
March 1997 March 1996 March 1991



As shown above, total U S nnports from HaItI fell from about $372 mIllIon m 1989 to $285 mIllIon
m 1991, reflectmg domestIc turmOIl m HaItI and detenoratmg bIlateral relatIOns Between 1991 and
1994, US Imports collapsed to only $59 mIllIon, less than one-sIxth of the 1989 level, reflectmg
the Impact ofthe mcreasmgly tIght U S econOmIC embargo nnposed to exert pressure onthe mlhtary
government that had deposed PreSIdent AnstIde m 1991 By 1996, total HaItIan exports to the U S
had mcreased to $143 mIllIon, only about 38 percent ofthe 1989 level, and only 31 percent of1989
m real terms

Apparel, HaItI'S most Important assembly export, went from about $170 mIllIon m 1989, to $151
mIllIon m 1991, to $31 mIllIon m 1994, and back up to $104 mIllIon m 1996, about halfofthe 1989
level m constant-dollar terms Electncal and electromc machmery, tradItIOnally HaItI's second
strongest assembly subsector, went from $58 mIllIon m 1991 to only $3 mIllIon m 1994, and has not
recovered any sIgmficant ground smce About the same story IS true oftoys, wInch once amounted
to almost $36 mIllIon m annual exports, but fell to only $4 mIllIon m 1994 and has not recovered
smce EVIdently, the apparel subsector has proven Itselfto be the most reSIlIent ofHaItI 's tradItIOnal
assembly mdustnes, reflectmg the greater number ofU S buyers workmg m HaItI m apparel than
mother subsectors, and the lower mvestments and exposure of firms operatmg m apparel because
of the relatIvely SImpler and less capltal-mtenslve manufacturmg processes used As WIll be
dIscussed below, to the extent that near-term constramts and dIsadvantages can be overcome to
enable output and employment m HaItIan assembly mdustnes to grow qUIckly once agam, It IS
apparent that the apparel subsector WIll contmue to lead m such growth, Just as It has throughout the
Instory of assembly m HaItI

2 InternatIOnal Assembly Industry Developments

Because ofItS Importance to HaItIan assembly, and because of the ready aVaIlabIlIty ofcomparable
mternatIOnal data, the descnptIOn and analySIS ofmternatIOnal developments m assembly WIll focus
on the apparel subsector

As shown m Table IV 3 below, U S Imports ofapparel grew by over $16 bIllIon between 1989 and
1996, at a compound annual rate of 8 26% The five largest exporters to the U S are, m order of
SIze, Chma, Hong Kong, MeXICO, TaIwan, and, mterestmgly, the Domlmcan RepublIc Together,
these 5 largest exporters account for almost 43 percent of total U S Imports The fastest growmg
exporters were pnmanly South and Southeast ASIan countnes, though MeXICO and, mterestmgly,
Honduras, led the lIst m terms of annual growth rate dUrIng tIns penod MeXICO'S phenomenal
growth performance IS, ofcourse, related to the North Amencan Free Trade Agreement (NAFTA)
and the duty-free, unrestncted access tIns proVIdes for MeXICO to the U S market It IS Important
to also take note of Honduras' ImpreSSIve growth performance over tIns penod, however, as tIns
country operates under the same, less favorable than NAFTA, U S trade reglffien that affects HaItI
TIns regImen IS defined by the proVISIons ofSectIOn 9802 00 80 (formerly SectIOns 807 and 807A)
of the US TarIff Code, whIch prOVIde for duty exemptIOns on the value of US-made or -cut
components that are assembled m qualIfymg Canbbean basm countrIes, leU S dutIes, wInch range
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roughly from 15 to 40 percent ad valorem, are only assessed on value-added by the foreIgn
assembler and not the total Customs value of the Imported artiCle of clothmg

Table IV 3 HAITI US Imports of Apparel, Kmt and Non-KnIt, 1989 to 1996

mIlhons of
US dollars

Annual Market
Growth Share

Country of Ongm 1989 1994 1996 1989-1996 1996

Total, world 21,7673 33,2504 37,9295 826% 10000%

Countnes WIth
Increasmg Exports

Honduras 866 6483 1,2398 4627% 327%

MeXICO 5352 1,7859 3,7429 3204% 987%

Bangladesh 3196 8475 1,0208 1805% 269%

PakIstan 1853 4407 5674 1734% 150%

ThaIland 3776 9029 1,0589 1588% 279%

DommIcan Repubhc 6390 1,5380 1,720 1 1520% 453%

IndonesIa 5666 1,0296 1,3682 13 43% 361%

IndIa 5388 1,184 1 1,2499 1278% 330%

Jamaica 223 1 4532 5045 1237% 133%

ChIna 2,6167 5,0856 5,0255 977% 1325%
PhIlIppmes 8159 1,3165 1,4588 866% 385%

Italy 8001 9029 1,272 2 685% 335%

MalaySIa 4292 6337 6503 612% 1 71%

CountrIes WIth
Decreasmg Exports

Hong Kong 3,7943 4,3237 3,9276 049% 1036%

TaIwan 2,5463 2,0222 1,825 1 -465% 481%

South Korea 2,5399 1,8846 1,423 8 -794% 375%

Smgapore 6241 4697 3268 -883% 086%

HaitI 1704 312 1045 -675% 028%
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The Domlmcan Repubhc also operates under the same condItIOns as HaItI, and, even though growth
has slowed smce the ratIficatIOn of NAFTA, It has been able to add over $1 bIlhon to Its annual
apparel exports dunng the same penod that HaItI has been losmg ground

The mternatIOnal market for assembly servIces has become much more competItIve than It was
dunng the 1970s and early 1980s when HaItI made Its first efforts to establIsh Its pOSItIon as a
leadmg Canbbean assembler Unhke Its mternatIOnal competItors, HaItI has also been losmg
competItIveness smce that tIme However, as WIll be dIscussed more fully below, HaItI's

I

competItIveness problems are easIly IdentIfied and generally of a kmd that can, m pnnclple, be
corrected m a relatIvely short penod of tIme If suffiCIent Importance IS attached to domg so On the
one hand, market share IS begmmng to be relmqUIshed by the first ASIan "tIgers" who have now
developed to a pomt where then competItIveness hes m more sophtstIcated, hIgher-value
manufactunng TheIr gradual abandonment of erstwhIle very large markets, and the tranSItIon of
some of the second-wave ASIan "tIgers" such as MalaysIa and ThaIland to a more advanced stage,
WIll make ample room for an essentIally new competItor hke the hoped-for "new HaItI" to enter and
expand at a rapId rate, If and only If the senous ImpedIments to recovenng lost competItIveness are
gIven the necessary pnonty Furthermore, as IS exemphfied by Italy, It IS even possIble to have htgh
labor costs and stIll be competItIve and grow, even m as hotly competed an apparel market as the
Umted States

Other than the mcreasmg prohferatIOn ofcompetItIve SItes for apparel assembly around the world -
served by contmually Improvmg mternatIOnal transportatIOn systems -- two broad mdustry trends
appear to be underway that WIll affect the way HaItI must compete If It IS to regam ItS
competItIveness as an assembler m the future FIrst, whereas U S apparel firms have achIeved a
hIgh level ofeffiCIency m offshore assembly under productIon-sharmg arrangements, thIs successful
apparel trade has so far focused pnmarIly on baSIC garments whose productIon mvolves standardIze
runs, SImple tasks and few styhng changes ThIs IS much dIfferent from US apparel Imports from
the Far East, WhICh represent a cross sectIOn of domestIC demand More recently, however, U S
firms have expanded apparel productIon shanng to garments requmng hIgher levels ofproductIon
flexlblhty and sewmg SkIlls lo It can be antIcIpated that thIs trend WIll be mtenslfied as US firms
and theIr offshore productIon partners gam expenence and skIlls m these more demandmg product
lInes

Second, mdustry partICIpants m HaItI report a change m the nature of the productIOn shanng
relatIOnshIp whtch IS also expected to predommate over tIme As competItIve sources ofsupply have
prohferated over recent years, except for assembly plants dIrectly owned and controlled by them
U S firms have become less WIllmg than m the past to share m the mvestment costs and finanCIal
nsks of establIshIng new assembly operatIOns or expandmg capaCIty at eXlstmg mstallatIOns
Whereas m the 1970s and early 1980s U S firms contractmg assembly servIces m HaItI usually
prOVIded or financed machInery, cut goods and other raw matenals, and technIcal asSIstance, the

10 Jordan Kalman, "ProductIon Sharmg Under U S Trade Laws", Bobbm Magazme, November 1996
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market today more frequently demands that the HaItIan assembler be able to self-finance and sell a
fimshed product, manufactured to the Importers specIficatIOns Thus, a hIgher degree of
performance and financIal nsk IS placed on the contract manufacturer that Wishes to be competItIve,
and he must absorb these nsks WIthm narrow profit margms held low by the mtensity ofmternatIOnal
competItIon In order to successfully compete m the commg decade, the HaItIan assembler Will not
only need to be very good, but Will also need to be much better capItalIzed than has been necessary
m the past

3 Busmess Systems AnalysIS

Agam takIng the apparel subsector to represent the factors affectmg HaItIan competItIveness m
export assembly, we begm below by tracmg the pnncipal steps m the value-added chaIn for apparel
assembly m schematIc form, IdentIfymg and quantIfymg cost and qualIty factors that exert a first
round mfluence on mternatIOnal competItIveness The assembly process IS broken down mto three
mam components, mbound transportatIOn ofcut pIeces and raw matenals, domestIc processmg and
assembly ofsame, and the outbound transportatIon offimshed goods The pnncipal competItIveness
factors that are mternal to thIS assembly process are the financIal costs assOCIated With each step, the
tIme mvolved m completmg these, relIabIlIty and avaIlabIlIty factors affectmg competItIveness, and
the quahty levels achIeved or affectmg each assembly step In Table IV 4 below, values estImated
to be representatIve of HaItIan assembly mdustry condItIOns are compared to estImates from
competmg countnes -- namely MexIco and Honduras -- and an overall comparatIve assessment of
HaItIan performance IS developed
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Table IV 4 Busmess Systems AnalysIs of Haitian Competitiveness m Apparel Assembly

SectIon I Representative HaitIan Values

Transport In Processmg/Assembly Transport Out

Cost/Quahty Marlttmel Port! Labor Mktg/Admm Space UtlhtIes Mantlmel Port! Arr Atrport! US
Dtrnenslon Overland Customs Tecltnlcal Overland Customs Customs Custom

s

$ costll $2,000 1,200 1,875 3,500 200 900 2,000 200 3,800 ? 2,000

ttrne cost 4 2-10 3 na na na 4 2 I 0 I

relIabllIty/avatl farr poor fair poor good poor farr poor farr fair good

quahty farr poor good fatr farr poor farr poor farr fair good

SectIon 2 Representative Comparable Values (Honduras, MexIco)

$ costl2 500-2,000 100-450 2,600 less than Haiti 400-600 300-600 500-2,000 100 3,000 ? 0-2,000

ttrne cost 2-4 0-2 3 na na na 2-4 0-2 I 0 I

rehablhty/avatl good farr good good good fair good farr good good good

Quahty good farr good farr good farr farr fair good good good

11 Representattve costs are based prtrnarlly on mformatIon provided by mformants and are expressed on a per 20-ft contamer = 1,500 dozen basIs Port-m
costs mclude approx $900 wharfage and $300 handlmg Labor costs are based on all-m cost of U S $3 and productIvity of 2 5 doz Iday Marketmg,
admmlstrattve and tecltnlcal support overheads are calculated as a residual based on mdustry esttrnate of $3 25/doz total OH, mdudmg rent and utIhttes
Space costs based on $IO/ms/yr and allocatIOn of 10 mS per worker UtIhty costs are electricity at $0 15 per kWh, I kW/worker, 2,000 kWhll0-hr day,
300 days & 100 contamers output/yr

12 Sources mclude FIDE for Honduran data, and the SecretarIat of Economic Development of the State of Jahsco and Bobbm Magazme for MexIco
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Table IV 4 Busmess Systems AnalysIs of Haitian Competitiveness 10 Apparel Assembly

Section 3 Comparative Assessment ("+2" = very favorable, "0" = neutral, "-2" = very unfavorable)

$ cost -1 -2 +1 -1 +1 -2 -1 -1 -1 ? -1

time cost -1 -2 0 na na na -1 -2 0 -1 0

rehablhty/ -1 -1 -1 -1 0 -2 -1 -1 -1 -1 0
avatlabllIty

qualIty -1 -1 0 0 -1 -2 0 -1 -1 -1 0

Overall score -4 -6 0 -2 0 -6 -3 -5 -3 -3 -1

Potential score -4 0 +2 0 0 0 -3 0 0 0 0
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As most ofthe estImates presented m Table IV 4 are self-explanatory, we wIll focus the dIscussIOn
on Issues that ment partIcular attentIOn FIrst, IS the mordmately mgh Impact ofpoor quahtylhlgh
cost port servIces on the competItIveness ofHaItIan assembly exports As was dIscussed at length
m the dISCUSSIOn ofHaItIan mfrastructure defiCIenCIes m SectIOn B above, HaItian port charges are
up to ten times as mgh as those of the most effiCIent regIOnal competItors such as Costa Rica, and
three to four tImes as mgh as more typICal values m the regIon, such as those of ColombIa and
Panama Delays m gaImng access to a berth, m loadmg and unloadmg, and m movmg contamers
m and out ofthe port ofPort-au-Pnnce add sIgmficantly to transport costs and turnaround tImes for
HaItIan assemblers, constItutmg a major competItIve dIsadvantage at present The upSIde, however,
IS that these are all emmently correctable problems that presumably wIll be corrected m the course
ofcurrent efforts to Improve admimstratIOn and subsequently pnvatIze operatIOns ofHaItIan ports

Overhead costs, m partIcular marketmg and admmistratIOn costs, are mgh m HaItI on a per unIt
baSIS The mam Issue here IS short productIOn runs and madequate export volumes and capaCIty
utIhzatIOn m the HaItIan assembly mdustry, wmch, agam, are problems that are correctable m
prmciple More dIfficult IS the retentIon and re-attractIOn to the mdustry of competent techmclans
and mId-level management TheIr emIgratIOn m large numbers has put the HaItIan assembly sector
mto a weakened condItion m WhICh It IS less able to meet mternatIOnal relIablhty and quahty
standards than It needs to m order to be competItive Tills problem Will take somewhat longer to
overcome, as the stabIlIty and attractIveness ofemployment condItions for mId-level techmclans and
managers WIll have to be restored, and new people traIned m order to bnng back adequate numbers
to the mdustry

Factory space IS currently cheap m HaItI relatIve to assembly SItes such as Honduras and MeXICO,
for example, where rentals at mdustnal parks run from $2 50 to $3 50 per square foot per year
Electnclty, however, IS mordmately expenSIve and totally unrehable, forcmg assemblers to
mdIvidually generate power WIth small, mefficlent dIesel generators Plans are m place to pnvatIze
Electnclte d'HaIti and allow new pnvate generatIOn to enter mto the market, so that, agaIn, tills IS
a problem that m pnnclple can be easIly resolved, although ImplementatIOn of seemmgly SImple
solutIOns has a tendency to become ImpOSSIbly complex and tIme-consummg m HaItI, however

Fmally, a major competItIve dIsadvantage share by other Canbbean assemblers m competitIOn With
MeXICO IS the ImpOSItIOn of htgh ad valorem dutIes on the value-added component of assembly
exports shIpped to the Umted States As noted elsewhere, duty rates range from about 15 up to 40
percent, and dutIes add 6 to 10 percent to the landed cost ofapparel Items produced m the Canbbean
Basm Tills IS a SIgnIficant cost advantage for MeXIcan assemblers Pendmg Canbbean acceSSIOn
to NAFTA, grantmg ofNAFTA-panty, or the negotIatIon ofseparate free trade agreements, senous
conSIderatIOn should be gIVen by the Uruted States to grantmg HaItI a speCIal temporary 10-year
exemptIOn from Import dutIes on manufactured assembly products, as a means of compensatmg
HaItI for some ofthe losses that came about as a consequence ofthe economIC embargo and mlhtary
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mterventlOn, and to provIde It Wlth a temporary competItive advantage wrole the mdustry IS
reorganIzed and rebU1lt

In SectlOn 2 of Table IV 4, estimates comparable to cost and quahty estimates for HaItI are
presented for a range ofcompetItors represented by Honduras on one end, and MeXlco on the other
As noted above, both countnes have acmeved truly lIDpresslve success m export assembly dunng
the 1990s and contmue to occupy leadersmp posItIons among assemblers m the Canbbean Basm
Aval1ablhty ofrelatIvely low-cost raIl and truck transport hnks mto the U S confers an enormous
transportatlOn cost advantage on MeXICO, wmch, added to ItS duty advantage as a member of
NAFTA and favorable labor and energy costs, make It a formIdable competItor for the U S market
Its advantages are reflected m the enormous growth It has achIeved m assembly exports to the U S
over the last 5 years Nevertheless, the total US market IS huge and still growmg, some more
advanced ASIan countnes are begmnmg to dIversIfy out of apparel assembly, and, as shown by
Honduras, It IS stIll pOSSIble to compete effectIvely Wlth MeXICO and other competItive SItes, based
partly on the US mdustry's mterest m mamtammg dIversIfied sources of supply and, more
Importantly, on the baSIS ofquahty and rehablhty of servIce

WIth reference to SectlOn 3 of Table IV 4, a qualItatIve ordmal assessment of the relative seventy
of specIfic problems for HaItIan competItIveness confirms the Importance of addressmg port and
cargo handlmg costs and operatmg effiCIency at Port-au-Pnnce as the smgle most Important
competItive dIsadvantage currently faced by HaItIan assemblers, among dIsadvantages that are
"mternal" to the export assembly mdustry Itself Second m Importance, only by a haIr, IS the
negatIve Impact of unrelIable and hIgh cost electrICIty, an observatlOn confirmed by mdustry
mformants m HaItI

In our Judgment, the cost and other factors pertalmng to HaItIan labor are a neutral mfluence at the
present time, Wlth cost advantages canceled out by mstablhty and msecunty Issues that are keepmg
HaItIan workers from currently acmevmg theIr well-recogmzed rogh hlstoncal standards for
rehabllIty and productIVIty DefiCIenCIes m the aval1abllIty of competent mIddle-managers and
techmclans, and the hIgh unIt costs of carrymg needed marketmg and admlmstratlve overheads on
a reduced volume of output, are a slgmficant negatIve competItIveness factor at present, as was
pomted out above

By the qualItatIve assessment system presented m Table IV 4 , HaItI scores a mmus "33" on a scale
that goes from a pOSSIble plus "80" to a pOSSIble mmus "80", Wlth "0" representmg average or
"neutral" competItIveness m the Canbbean regIOn In ourJudgment, HaItI can over time acmeve at
least a neutral score on all factors except the cost of transportatIOn -- where MeXICO Wlll always
enJoy a dlstmct cost advantage compared to any and all other offshore assembly SItes m the world -
and It can also m the future gaIn a slIght competItIve advantage based as much or more on the qualIty
and productIVIty of HaItian labor as on ItS relatIvely lower cost In our VIew, HaItI could easl1y
Improve ItS overall competItIveness score m the next few years from the current mmus "33" to only
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a mmus "5" on a 160-pomt scale A mmor competItIve dIsadvantage based pnncipally on
transportatlOn costs relatIve to MexIco should be faIrly easy to overcome With aggressIve marketmg
and a reputatlOn for mgh-quality and relIable servIce

4 Strengths, Weaknesses, Opportumtles and Threats

To complement the busmess systems analySIS presented above, It IS equally Important to Identify and
analyze strengths, weaknesses, opportunIties and threats that may be entIrely quahtative or even
external to the assembly busmess system Itself, but that may have an equally Important mfluence on
overall competItiveness

In thIS sense, the pnncipal strengths ofthe HaitIan assembly mdustry are, m our VIew, the follOWing

• FIrst, a good reputatlOn and a "folloWing" mternatlOnally, based on mstoncally mgh-quahty
performance,

• Second, a cadre of expenenced and competent entrepreneurs m the mdustry With good
marketmg connectlOns and good reputatlOns mternatlOnally,

• ThIrd, hIgh-qualIty, relIable and productive HaItIan labor, wmch more than any transItory
and ultImately undeSIrable dramatIC cost advantage, has always enabled It to fmd an
appreCiatIve mternatlOnal market m the past,

• Fourth, HaitI enJoys phYSICal proXImIty and many personal and busmess lmks to the US
market, advantages that are not aval1able to ItS ASIan competItors or even enjoyed to the
same degree by other Canbbean and Latm Amencan assemblers, and

• FIfth, and thIS may prove to be most deCISIve m the medmm- and long-term, HaitIan culture
and SOCIety harbor world-class deSIgn talents and a miheu that IS condUCIve to the adaptatlOn
ofHaItIan deSIgn capabIhtIes to a WIde range ofactIVItIes, as assembly moves more towards
self-standmg manufacture, m apparel as mother subsectors, the HaItIan deSIgn talent Will
undoubtedly enable ItS entrepreneurs to create and capture unlque and mgh-valued mches
that Will not be aVailable to the traditlOnal straIght assembler

Other than those IdentIfied through the busmess systems analySIS presented above, the pnncipal
weaknesses of the HaItIan assembly sector have to do With msecunty, mfrastructure and
enVlrOnmentalissues facmg the country as a whole Most Important IS the lack ofSOCIal and pohtlcal
Stablhty, whIch puts the phySIcal secunty of people, faclhtles and goods unnecessanly at nsk
Second, the lack ofcollateral mfrastructure, partIcularly commumcatIons, water and urban samtatlOn,
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urban and mterurban roads, wruch make hfe and busmess more costly and less enjoyable than m
other competmg SItes around the world Thud, the lack ofadequate schoolmg and health faclhtIes
are a maJor deterrent for the relocatIOn ofmanagerial and techrucal personnel from the U S to Hmtl
Fmally, both the reahtIes and the Image ofHmtl as a country characterized by desperate poverty and
mercl1ess explOitatIOn make many mdlvlduals and comparnes reluctant to asSOCIate themselves
DespIte the unfaIrness ofrecenthtghly-pubhClzed attacks such as those mvolvmg KathJ.e Lee GIfford
m Honduras and the DIsney Company m HaIti, mternatIOnal comparnes can suffer major damage
to theIr pubhc Images as a result, and they WIll take pams to aVOid takmg unnecessary risks m this
regard Haiti WIll first need to consolIdate a new realIty •• no matter how tentatIvely to begIn WIth .
and then work hard to develop and dISSemInate a more pOSItIve Image of Itself, one that WIll
encourage compames and IndIVIduals to asSOCiate themselves With the country rather than frIghten
them away

A final major weakness ofthe Haltlan assembly mdustry not exphcltly brought out by the busmess
systems analySIS presented above IS ItS extreme finanCIal weakness brought about by the collapse
of theIr operatIons dunng the embargo period, and by a sustamed penod of operatmg at thin or
noneXIstent margms smce then WhIle hard data on thIs pomt are not avaIlable, numerous mdustry
mformants and theIr bankers confirmed that a large portIOn ofthe mdustry has been and currently
contmues to operate at a loss, and that lack ofeqUIty and lack ofcollateral are keepmg many former
operators from commg back even m a small way, despIte theIr havmg years of expenence as
successful owner-managers ofmultI-mIllIon dollar, thousand-employee operatIOns mformer penods
pnor to the embargo and subsequent mvasIOn The undercapltallzatlon of thIs group of assembly
entrepreneurs who were finanCIally rumed by the embargo and subsequent mvaslon IS a major
ImpedIment to the recovery and expanSIOn of the mdustry at the present tIme

In terms of OpportunIties, we have already mentIOned a worldWIde mdustry trend towards movmg
the productIOn of more "hIgh-end" products overseas, as well as a move towards developmg self
standmg, full-servIce offshore manufacturmg capablhtIes to meet the demands of the US market
HIgh labor skl1ls and deSIgn talents avmlable m HaItI should allow HaItIan firms to take advantage
of these trends, If the mcreased financmg needs assocIated With such a tranSItIOn can be met

A second major OPPOrtunIty avaIlable to HaItI as a speCIal wmdow that Will be open to It for at least
a few more years, IS the asSIstance and speCIal preferences that It may be able to receIve from the
Uruted States and other mdustnal countnes, as well as from the mternatIOnal finanCIal mstitutIOns
workmg m HaIti, on the basIS ofItS "speCIal" CIrcumstances and Its "speCIal" needs There IS strong
sentiment and a deCIded mterest m findmg ways to help HaItI m a mearnngful way, but HaIti must
show that It IS able and WIllmg to make good use ofthe asSIstance and speCIal opporturutIes that may
be gIven to It, or these sentIments Will, as may already be happerung, subSIde entIrely For assembly,
It IS lIkely that a well-organIzed campaIgn to obtam temporary speCIal trade preferences would be
well-receIved m the U S Congress and AdmlmstratIOn, If a credIble case could be presented that
such an opporturuty would not be squandered The HaItian government, mpartIcular, must be ready
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to demonstrate that It IS commItted to mamtammg order, rehablhtatmg the country's mfrastructure,
and otherwIse estabhshmg the condltlOns that wIll allow busmess to prosper So far, such a
commItment by the HaItian government to market economICS and busmess development has not
been eVIdent

The major threats to the HaItian assembly mdustry are domestic As for the rest of the HaItian
economy, contmued socIal and economIC mstablhty and contmued mattentlOn to the basIc busmess
chmate and mfrastructural needs of the pnvate sector Will lead to ItS contmued stagnatIon or
collapse CondItions have truly reached the cntIcal pomt m Haltl today, and httle time remams to
begm addressmg these fundamental problems m a senous and competent fasmon RadIcal and
destructIve elements ofthe U S labor movement also pose a threat m that theIr greater access to U S
media allows a one-sIded and dIstorted Image ofHaltIan labor condItions m the assembly sector to
be propagated easIly by them, With httle play or coverage gIven to Haltlan attempts to provIde a
factual, reahstlc and more balanced response As they have m the past, the U S Embassy and other
agencIes of the U S government, as well as other pubhc mterest groups that support HaItlan
development, must contmue to mtervene when necessary to ensure that the Amencan pubhc IS
provIded With a well-balanced and complete VIew ofHaitian economIC, labor, and busmess Issues

Wlule MeXICO, Chma, India and others Will contmue to be formIdable competltors for the Haltlan
assembly mdustry, and willIe It IS unhkely that HaltI Will ever recover ItS old monopoly for the
productlOn of baseballs, for example, such competltlOn should really not be vIewed as a threat but
rather as a necessary condltlon for the development of a strong and competitive mdustry

B Agnbusmess

Agnculture IS the most Important employer m HaIti accountmg for approxImately 66% of the
workforce The most recent data from the World Bank has the sector contnbutmg 43% ofGDP,
although other studIes CIte figures from 30-35% The sector contnbutes slgmficantly more If one
mcludes the mputs, transport, processmg and dlstnbutlOn ofagnbusmess products

HaIti once produced 60% of the world's coffee and 40% of the sugar Imported by England and
France m the late 1700s 13 It was the nchest, most productive and most competltIve colony m the
Western hemIsphere accountmg for 40% of French foreIgn trade The agnbusmess sector was
tradltlOnally been based around sugar, coffee and cocoa for exports and the tradItIOnal food crops
such as plantams, yams, sweet potatoes, nee and cassava Some non-tradItional exports, such as
mangoes and essentIal Oils, also became competitive more recently TIns sectlon Will produce an

13 Federal Research DIVISIon, LIbrary of Congress Dommlcan RepublIc and HaitI Country StudIes,
Washmgton, D C 1991, P 206
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overvIew of the competItiveness of the major agnbusmess sectors and Will then go mto detaIl
analyzmg the case studIes of two IllustratIve busmess systems mangoes and cocoa

HaIti has lost Its comparatIve advantage m sugar WIth the break-up ofthe plantatIOn structures after
mdependence The cost of productIon m HaItI IS now 2-3 tImes the world market pnce Also,
producmg zones closer to the equator have greater advantages as the harvestmg penod IS year-round
and expensIve plant and eqUIpment can thus be amortIzed over 12 months ofproductIOn mstead of
9 Other countnes, such as AustralIa, are extremely effiCIent m theIr mdustnal processes Even the
enjoyment ofa favorable U S quota With pnces well above prevaIlmg world pnces has not proVIded
an mcentIve as much ofthIs quota has gone unused Sugar IS also used m HaItI for the productIOn
ofrum and moonshIne, the latter enJoymg an Important domestIc market It IS dIfficult to see HaItI
regalmng competItIveness m the sugar mdustry under current condItIOns WithOut major foreIgn
mvestment ThIs m turn would be controversIal gIven the need for dIrect control over some portIon
of producmg land to ensure supply In the Domlmcan RepublIc, for example, the record IS mIxed
The sugar parastatal ConseJo Estatal de Azucar IS unable to produce at competItIve pnces whIle the
two pnvate sector producers -- Central Romana owned by a U S based group and the Domlmcan
owned VlCCIm Group -- have been able to achIeve commerCIally VIable productIOn

HaItI could be competItIve m coffee and cocoa productIOn gIven the altItudes of Its mountams and
eXIstence ofvanetIes that could obtam a premIUm pnce The eXIstence ofhIgh qualIty producers m
nearby countnes (JamaIca Blue Mountam and TrInIdad premIUm cocoa) demonstrates the potentIal
However It currently lacks the supply factors and support clusters whIch would enable It to achIeve
thIs potentIal ProductIOn ofcoffee has fallen from about 43,000 tons on 1980 to about 30,000 tons
In 1987 Both markets can expect to enJoy nsmg pnces over the next several years, as supply IS not
expected to keep pace With demand

Mangoes, essentIal OIls and other speCIalty products are a potentIally attractIve market for HaItI
Mangoes WIll be treated m depth below EssentIal OIls, espeCIally extracts from vetIver, lIme and
bItter orange, have generated up to $5M In foreIgn exchange SIsal and cotton, whIch used to be
Important cash crops, have not been sIgmficant In recent years because of changmg market
condItIOns for the former and the productIOn and ecologIcal problems assocIated With the latter

The domestIC food system IS based on com, sweet potatoes, nce, sorghum, beans, bananas and
plantaInS, manIOC and taro root Mangoes, CItruS, avocados, other frUIts and vegetables and
medICInal herbs make up the balance The lack ofeffectIve demand because oflow HaItIan mcomes
IS an Important constraImng factor as pomted out by the LACTECH Food Secunty Study EffiCIent
productIOn IS also constramed by the severe fragmentatIOn of small landholdmgs Government
protectIOn In areas such as nce, cereals and vegetable oIls has also Impeded competItIveness whIle
penalIzmg consumers The supportmg phySIcal and InstItutIOnal mfrastructure IS among the weakest
In LatIn AmerIca as demonstrated by the condItIOn of ImgatIOn facIlItIes and the lack of applIed
research and extenSIOn VocatIOnal and technIcal educatIOn In agrIculture IS also defiCIent
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However, some HaItIans are now bemg trained under a European-funded program at the leadmg
Dommican Agncultural College, ISA, wluch IS located less than 2 hours from the HaItIan border at
SantIago de los Caballeros

EfficIenCIes m the HaitIan food staple system could bnng Important advantages to both farmers and
consumers If value could be added, costs reduced, or effectIve demand boosted for Hmtian staple
crops, thIS could also have an Important Impact on farmers as well as on the nutntlonal well-bemg
ofconsumers 14 It IS Important to consIder whether Improvements m the food commodIty systems
for local consumptIOn can be Improved m the context of a pnvate sector strategy Improved
processmg and commerCialIzatIOn of some staples could proVIde better pnce mcentIves to farmers
and/or lower costs to consumers ThIs reqUIres an understandmg ofthe key local food staples yams,
sweet potatoes, plantams, bananas, manIOC, malanga (taro root), beans, com, nce and SImIlar
products ManIOC IS processed and sold as both flour and flat cassava bread, although tlus staple IS
bemg mcreasmgly dIsplaced by wheat wluch IS usually part offoreign asSIstance Imports Plantams
are another Important staple and can also be dned, turned mto flour or made mto chips for snacks
Malanga (taro root) could be dned m the countrySIde rather than m the CIty, addmg value m rural
areas and reducmg costs of transport ThIS glutenous tuber IS then frIed mto pattIes

The goal ofthe GoH agncultural program should not be self-suffiCIency m productIOn but Improved
calonc and nutntIOnal mtake by ItS people based on modernIzed systems which lower the cost of
food to the maJonty of consumers wlule Improvmg the productIVIty of producers ExceSSIve
emphaSIS on uncompetItIve nce productIOn m the ArtIbomte Valley (the most fertIle area of the
country) and the protectIOn that thIS reqUIres works against the goal of food secunty ThIs
onentatIOn around a protected and non-competItIve nce growmg mdustry penalIzes consumers and
has a dIsproportIOnately negatIve effect on the poor who spend a higher portIOn of theIr meager
resources on food TechnIcally speakmg, the re-onentatIOn of HaItIan agnculture around more
productIve and cost-effectIve crops could proVIde HaitIans more food at lower cost but would also
entaIl some pamful short term restructUrIng that would affect producers of domestIcally produced
nce The HaitIan nce producer IS part ofa system that IS famIlIar and a tranSItIon to another system
would have to be carefully undertaken The protectIOn of the domestIC vegetable 011 mdustry also
results m lugher pnces to consumers of a commodIty that represents a surpnsmgly lugh source of
calones for the poor consumer (often the second most Important source ofcalones m a poor person's
dIet)

HmtIan agro-mdustnes are based on processmg ofcereals, oIlseeds, sugar cane, alcoholIc beverages,
essentIal OIls and some lImIted processmg ofcoffee for local consumptIOn Many ofthese have been

14 In "USAID Strategy to Improve Food Security m Haiti A Proposal," by James RIOrdan, Roberta van Haeften,
et al (February, 1997), the authors make the pomt that lack ofeffective demand (poverty) IS the root ofHaiti 's
food securIty problem and emphasize the Importance of provldmg a favorable mvestment clImate and
broadenmg access to markets
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bUllt upon an Import substItutIOn model and are not hIghly competitIve, espeCIally those that were
under state ownershIp

The hvestock mdustry suffers from lack ofdemand and the relative poverty ofthe HaitIan consumer
who cannot afford much meat m the dIet Cattle are grown m small numbers on the basIS oflow-cost
extenSIve grazIng The chIcken mdustry faces competItion from lmported chIcken parts and, unlIke
the Domlmcan Repubhc, has been unable to estabhsh an effectIve production and dlstnbutIOn system
provIdIng lIve or fresh-kIlled chIckens to lower-Income consumers because ofdemand constramts
ChIckens and pIgS are In eVIdence In rural areas and proVIde supplemental nutntlOn or Income to
small fanners However, a bnefand cursory VISIt to the rural areas would seem to mdicate that the
rural pIg mdustry, whIle Important, has never recovered the VItalIty It had before the US-funded
eradIcatIOn program Goats also proVIde some supplementalmcome or nutntlOn m rural areas

The busmess systems analySIS demonstrated the potentIal to mcrease rural mcomes m mangoes and
cocoa

1 Case Study Cocoa Busmess System

The competItIveness of HaitIan cocoa can only be understood m the context of the Wider
agnbusmess system WIthm WhICh It operates mcludmg the consumer, the chocolate mdustry, the
producers and the supportmg servIces and mstitutIOns These Will be analyzed m tum

Consumers contmue to demand greater volumes of chocolate -- demand IS growmg about 3% per
year Growth IS modest m Europe and the USA, but new markets are developmg a taste for the
product The Japanese, motIvated by strong promotIOnal campaIgns toutmg the health VIrtues of
chocolate, are mcreasmg theIr demand at a rapId rate Other ASIan chocolate markets, mcludmg
Chma, are begmmng to develop Latm Amencan demand IS also growmg as mcomes nse Demand
prospects are good and Will probably contmue to grow at these rates barnng any shocks to the world
economy, global trade condItIOns, or the dIscovery of health factors related to cocoa

The cocoa processmg mdustry reqUlres about 2 7 mIlhon tons of cocoa a year, and IS mcreasmgly
worned about ItS groWing dependency on WestAfuca and also about secunng supplIes ofpremIum
cocoa The mdustry Will hkely pay shghtly more attentIOn to HaitIan producers m the future The
rapId dechne ofBrazIl as an mtematIOnal suppher and the mcreasmg dependence ofthe mdustry on
West Afnca make producers vulnerable to clImactic and polItical factor whIch affect that regIOn
The Ivory Coast and Ghana together supply over half of world demand and are both affected by
hannattan Winds and other factors As a result, the mdustry IS mterested m the supply offered by
Latm Amenca and ASIa to dIverSIfy nsk Also, there IS a grOWing trend towards the processmg of
more cocoa m BrazIl and Ivory Coast, whIch lImIts the aVaIlabIhty ofexported cocoa and makes the
mdustry all the more mterested to secure supplIes, espeCially ofhIgher qualIty cocoa The processors
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are mcreasmgly concentrated and three comparues now process nearly 40% of exported cocoa
CargIll and ADM are expandmg theIr operatlOns

Most producmg countnes have falled to mvest m cocoa expanSIon m recent years Braztl, once the
world's second largest exporter, now barely exports cocoa as ItS own productlOn has declmed due
to poor farm mamtenance and wItches' broom dIsease It IS also processmg more of ItS own
production to serve the MERCOSUR market MalaySIa has also been convertmg some of ItS land
from cocoa to palm 011 productIOn In West AfrIca, SIzeable Increases In productIon m the last two
crop cycles have occurred but thIs seems mamly due to good weather, Improved farmer incentIves
through devaluatlOn and the elImmatlOn offixed pnces dIctated by the cocoa board under the former
system that has now been lIberalIzed Only IndoneSIa seems to have undertaken a major expanslOn
As a result of these supply and demand factors, world stocks have declIned from nearly 70% of
annual world demand to about 40% If West Amca falls to produce a bumper crop m the near
future, world stocks could declme sharply and pnces could nse to much higher levels Indeed, the
dramatIC Improvement m cocoa pnces m early June 1997 IS largely attnbutable to concerns that an
"El NIno" weather pattern could hurt the West Amcan harvest Another factor contnbutmg to this
tendency IS that WIthm one year, the InternatIonal Cocoa OrgaruzatlOn (lCO) Will have completely
sold offItS once substantIal stocks from ItS falled attempt at commodIty pnce stablhzatlOn WIth thIS
overhang off the market, pnces Will also be set to nse

HaItI can look forward to at least 10 years ofbetter cocoa pnces Cocoa IS now reboundmg from a
long bear market charactenzed by over-productlOn and low pnces whIch fell to as low as $800
$1 ,OOO/ton before reboundmg to current levels which fluctuate between $1250 and $1550/ton This
bear cycle IS now over An Idea of hkely pnce levels m the future can be had by lookmg at the
former pnce floor ofabout $2,000 per ton which had been estabhshed by the ICO Pnces at one ttme
had nsen as hIgh as $3,500 to $4,000 per ton, a level attamable dunng the course of the next long
term commodIty pnce cycle Contnbutmg to thIs pOSItive pnce outlook IS the fact that cocoa, despIte
the development of some qUIck-yIeldmg vanetIes, generally takes about 5 years between plantmg
and first commercIal harvests With full capaCIty reached after 8-10 years Therefore, pnce SIgnals
work m the market WIth an extended lag tIme, exacerbatmg pnce fluctuatlOns

Low pnce mcentIves flow through to the producer. hmltmg the mcentIve Intermedlanes known as
"speculateurs" buy cocoa at the local level and transport It to 2-3 major cocoa exporters m Port-Au
PrInce These mtermediaries proVIde useful functlOns mcludmg the occasIonal proVISIon ofInformal
credIt, a knowledge of cocoa productIOn regIOns, and transport There IS a natural tendency for the
speculateur to maxImIze profit margms m pnce negotIatlOns With producers and they tend to be
protectIve oftheu markets The producer IS currently patd between 4-5 gourds per pound (last year's
prices) which works out to about $600/ton The price vanes accordmg to the qualIty of the cocoa
and the transport cost from the zone ofproductIon to the exporter Transport costs are saId to add
about another 20% and the speculateur gets hIS own margm, which IS dIfficult to determme preCIsely
Transport alone would bnng the landed cost to the exporter to at least $720 at current pnces The
exporter then sells the cocoa on the world market but IS saId to get a pnce about $150-$200 below
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world market pnces because of the generally low qualIty of the product and the lack offermentmg
process at the local level Dependmg on how the exporter tImed lus sale last year, tlus would mean
a pnce of anywhere between $1150 to $1350 per ton After subtractmg msurance, freIght, and
exporter costs, the dIfference provIdes a contnbutIOn to the overhead and profit ofthe exportmg firm
There IS also some small local processmg whereby cocoa beans are gnlled and ground mto a paste
and turned mto "batons" or bars wluch are then sold for bOIlmg m mIlk, perhaps WIth sugar for local
consumers However, thIS represents only a small portIOn of the total volume

The cocoa productIOn system has vanous mefficIencies and faces Important constramts Tens of
thousands of HaItIans are mvolved m some way m canng for or harvestmg cocoa trees UnlIke
MalaysIa, whIch orgaruzed cocoa productIOn around large plantatIOns, and unlIke IndoneSIa, whIch
IS based on a comprehensIve smallholder mcentIve program, HaItIan cocoa IS more mformal The
HaItIan producer IS motIvated more by the need for survIval and dIverSIficatIOn of nsk than
maximIzmg potentIal cash mcome Consequently, the producer WIll typIcally have a few cocoa trees
as a supplementary source of mcome rather than a small holdmg entIrely devoted to the crop The
producer WIll provIde some mInImal tendmg of the tree, collect the cocoa pods, take the beans out
ofthe hulk, dry them, and slup them Attempts to get local producers to add value by fermentmg the
cocoa at the farm level to Improve the qualIty have not proven successful as the extra effort IS not
adequately compensated by the mcremental pnce The scale ofproductIon also works agamst tlus
The producer must contend WIth pest problems such as rats and bIrds as well as dIseases and other
mfestatIOns The producer has also faced a low pnce mcentIve m recent years and sees cocoa as
msurance -- collectmg, drymg and sellIng It when and If the pnce warrants The responSIveness of
these pnce sIgnals should be Improvmg for the reasons mentIOned above Even more of the pnce
can flow through to the producers If they were connected more effiCIently to theIr exporters The
current lack ofgood mformatIon flows to the producer from the exporter allows the mtermedlary to
capture a certam rent

Key constramts mclude the small scale of holdmgs. InSecurIty. bad roads. and the lack of pnce
InCentIves to overcome the above problems The low pnces prevaIlmg m the market In recent years
have depressed the mcentIves to produce ThIS has been exacerbated by the low scale ofproductIOn
and the addItIOnal costs Imposed by a poor road mfrastructure, espeCIally m rural areas The general
InSecurIty and poverty of the HaItIan small farmer also creates a reluctance to rely on one crop and
espeCIally one that takes several years to produce The lack of mformatIOn and communIcatIOn
between producers and the exporter means that pnce SIgnals and dIstnbutIOn both come through
small-scale mtermedianes

Strengths. weaknesses. opportunitIes and threats (SWOT) Strengths mclude an Important eXIstmg
base ofproductIOn, HaItIan expenence WIth tIns crop, and an eXIstmg dIstnbutIOn and export system
Cocoa trees retaIn soIl and thus help the ecology wlule also bemg ofhelp to very poor rural HaItIan
peasants Cocoa creates economIC actIVIty outSIde the capItal CIty wlule also generatmg foreIgn
exchange The weaknesses are poor supportmg mfrastructure, lughly fractured productIOn, low value
added and very low volumes (3,400 tons versus 48,000 m the DOmInICan RepublIc or 1,100,000 In
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Ivory Coast) However the opportumtIes are sIgmficant as cocoa enters a long term cycle ofrugher
pnces, and as productIOn of tradItional supphers such as BrazIl and MalaysIa dechnes There IS an
mterest on the part of mternatIOnal buyers to develop non-West Afncan and premIUm sources of
supply Threats mclude pests and dIsease and the possIbIhty that other supphers may begm to plant
as pnces nse and mcentIves Improve for IndonesIan and West Afncan producers

The potential eXIsts for doublmg exports Without new plantmg Although data on tree populatIOns
m HaitI IS very poor, one could reahstIcally expect a doubhng ofcocoa exports Just on the basIS of
Improved pnce mcentives over the next several years Data would suggest that HaitI exports about
3,400 tons per year even when mcentIVes are not very good Small farmers Will collect more and
take better care of theIr trees when pnces are hIgh Expenence mother countnes shows that one
could expect up to a doublmg of exports Just on tills baSIS Trus would lead to an export of about
7,000 tons One could hope for exports to grow to between US $8-10 mllhon per year, wruch would
nval mangoes More Importantly, It would provIde needed addItIOnal mcome to desperately poor
small farmers m outlymg regIOns New productIOn schemes should nevertheless be mtroduced
carefully, as other countrIes WIll at some pomt expand theIr plantmgs as pnces nse

The maJOr constramts are msecurity. mfrastructure and IsolatIOn The m-depth reVIew ofthe cocoa
SItuatIOn m HaIti confirms the themes of the WIder study The tWIn SIgnals ofpnce mcentIve and
nsk are affected by msecunty, mfrastructure and IsolatIOn from markets These act to mcrease the
nsk and reduce the pnce flOWing through to the producer

RecommendatIOns mclude helpmg to hnk farmers to markets. prOVIde better town-level mformatIOn
and communIcatIOn. Improve rural mfrastructure and address rural msecunty InterventIOns m trus
sector could Improve ecology, peasant mcome, foreIgn exchange generatIOn, and secondary CIty
economIes and are more hkely to have short-term Impact and be feaSIble as they are based on
systems that Haitians already know Larger supply-sIde mterventIons to expand plantmg and prOVIde
some practical apphed research are bemg looked at by the Europeans Just as the Umted States once
helped develop a project for small farmers that at one time sold product to Hershey However, such
schemes should be VIewed With cautIOn m hght ofprevIOUS fallures They are not easy and reqUire
a long-term commItment Demand-SIde mterventIOns, such as provIdmg towns With more effectIve
communIcatIOn and mformatIOn can help to hnk them more closely to exporters Tills WIll
eventually prOVIde more ofthe pnce mcentIve to the farmer dIrectly, wruch would be further helped
by better transport mfrastructure and orgarnzatIOnal hnkages Promotmg sellers cooperatives could
help reduce the IsolatIOn between producer and market and Improve the pnce mcentIve that gets
down to the producer Insecunty could be reduced If exporters would use the futures market and
then pass on a firm future pnce to the producers and the gatherers
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2 Mango Busmess System

Consumers are demandmg more and more mangoes 10 fresh and processed form There are some
clearly defined segments 10 tlus market There IS the cunous yuppIe (conscIous of health and
mterested 10 vanety), the ethruc market, the organIc rnche and the food processmg mdustry WIth ItS
own vanous sub-segments The mtensIfymg nvalry between Mmute MaId, TropIcana and smaller
beverage manufacturers IS puttmg a grOWIng vanety offresh premIumJUlces on the market With ever
more exotIc flavors Tills reqmres them to buy more mango puree and pulp Frozen mango sectIOns
are also reqmred by companles that make frUlt salads for salad bars, for wluch there IS an mcreasmg
demand 10 the USA Dehydrated mangoes go mto traIl mIX willIe mango cheeks are cut Up and
mIxed With yogurt One ofthe most Interestmg markets for HaItI IS currently the ethruc market of
CarIbbean and ASIan consumers who are famIhar WIth the HaItian mango vanety (MeXIcan mangoes
serve much ofthe mamstream market) Tills market IS grOWIng not only 10 the U S but also In some
parts ofEurope

ApprOXImately 40,000-50,000 HaItIans are mvolved 10 gathenng mangoes WhICh are collected by
about 70 buyers ("fourrnsseurs") who 10 turn supply these to about I0 exporters who select, clean
and hot water dIp the mangoes to ehmmate larvae They then select agam, grade, pack and sell to
a network ofabout 50 dIfferent Importers, wholesalers, and retaIlers These mangoes are then sold
through about 3-4 U S supermarket chams and a much larger network of famIly grocery stores,
typICally owned by ASIan- or Hispanic-Amencans m major urban centers servmg the ethrnc market
About 30-40% ofmangoes are rejected for export and sold at lower pnces m HaItI through a network
of about 500 "marchands" who In turn proVIde them to thousands ofretaIl sellers

Mangoes have a very low cost to plant or graft Once producmg, they contmue to produce With httle
mamtenance Mango trees are reSIstant to hurncanes and drought and the mangoes themselves travel
well The local producer or collector ofmangoes WIll typICally receIve 5-6 gourds, or about $0 35
per dozen although the actual pnce vanes greatly dependmg on dIstance between the producer and
the exporter In Port-au-Pnnce Buyers who are able to get theIr mangoes to the exporter's gate WIll
receIVe about $1 03 per 12 dozen bag (17-18 gourds) The exporter then processes the mangoes and
ShIpS them, mcurrmg about $2 50 to $3 50 m costs m the process The wholesaler then sells these
at about $6-7/dozen to the retaIler who m turns sells them to the consumer at about $8-1 O/dozen

There IS addItIOnal value m tills busmess cham willch could be captured at the local level through
better collectIOn and transport Puttmg producers m closer commurncation WIth the 10 exporters
could also help producer capture more of the value as could an effort to assemble mangoes 10 one
central spot at a gIven tIme for recollectIOn by the exporter ThIs IS dIfficult when telephone systems
don't work The poor condItIons of the trunk roads add a bIt to the cost but It IS the poor condItIOn
of rural roads that really add cost for the producer It takes tIme and effort to walk the mangoes to
town from more Isolated areas and tills raIses the cost and lowers the pnce mcentlve If producers
would cool theIr produce m water (where pOSSIble), store m the shade on wood (rather than hot
asphalt), thIS would help extend shelf-lIfe Ifthe mangoes could be brought to a common assembly
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center m the nearby town, and the exporter or transporter could be contacted by telephone, such
efficIenCIes would mean better pnce mcentIVes and more mcome flOWing through to the very small
producer

Strengths. Weaknesses. OpportunItIes and Threats The strengths mclude resIstance to drought,
wmd, and damage The benefits are thought to affect 300,000 to 500,000 dIrectly or mdlrectly m
some way There IS an eXlstmg base of trees and a tradItIOn It prOVIdes decentralIzed economIC
stImulus It helps the poorest populatIOn groups It also generates foreIgn exchange It prOVIdes an
Impetus for food productIOn that also Winds up on the local market or whIch can Improve rural dIets
There are over a hundred varIetIes m the country of whIch only one IS bemg explOIted for export m
a major way The weaknesses mclude bad rural roads whIch raIse costs (or reduce pnce mcentIves),
msecunty regardmg land ownershIp and harvest whIch lImIts the mcentIve to plant more land m tree
crops, the lack ofcommunIcatIOn and the lack of a research and development base OpportunItIes
mclude a groWing market, the presence ofthe USDA pre-mspectIOn servIce and the prOXImIty ofthe
US market There IS also a major OppOrtunIty to add value through agro-processmg whIch would
create more economIC value for the producer who would be able to sell even non-export grade
mangoes Exporters are lookmg at these pOSSIbIlItIes but only one currently processes mangoes An
OPPOrtunIty also eXIsts to Improve the effiCIency of the farm-to-market process Threats eXIst from
other producers who are also sellIng to thIs market

3 Concludmg Remarks on Agro-enterprlSe

The above analySIS has demonstrated the Importance not only ofagnculture but of the entIre agro
enterpnse system to HaitI The speCIfic case studIes have proVIded a Window on some of the
practIcal problems faced by partICIpants m two areas where HaItI has a natural and competItIve
advantage ThIS analySIS has demonstrated that msecunty m the rural areas keeps productIOn at low
levels among a nsk-averse populatIOn IsolatIOn from the markets was Illustrated by Ignorance of
true pnces and the hIgh mtermedlary costs asSOCiated WIth the current dIstnbutIOn system These
hIgh costs are also caused by mfrastructure defiCIencIes whIch mcrease the tIme and cost ofgettmg
thIngs to market and by lack ofcommumcatIOn mechamsms whIch could be used to commumcate
fob and other market pnces to the producer IncapaCIty IS shown by the lack oftralmng mstltutes
servmg thIs sector and the paUCIty ofapplIed research and extenSIOn Lack ofa rural credIt system
servmg small farmers IS also a major problem The mactIOn of government also Impedes local
ImtiatIves that reqUIre government permIssIon and, If receIved, could begm to mobIlIze pnvate
capItal for decentralIzed mfrastructure projects that could address the IsolatIOn problem The
proposed effort to develop supportmg mfrastructure m the South for dIrect export ofessentIal oIls
IS well know to the MISSIon and there are other SImIlar examples that could help reduce the IsolatIOn
ofproducmg regIOns The road proJects that are currently bemg planned Will also help to reduce thIs
IsolatIOn
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C Tourism

1 The Current SituatIOn ofTourISm

a The World & RegIOnal Context

In the postwar era, the travel mdustry has expanded at a robust average pace ofover 7% per year for
the perIod 1950-95 Smce 1970 the pace has been 5% per year, WIth total world tOUrIst amvals more
than tnplmg over the quarter century 1970-95, rIsmg from 166 ml1hon to an estimated 561 nulhon
The Canbbeallls one ofthe world's pnme destmatlOn reglOns for resort tOUrIsm, and Its growth smce
1980 has slIghtly outpaced the trend m world tounsm, With an average annual expansIOn m tOUrIst
amvals of4 7% dUrIng the 1980s, nSIng to a pace of6 6% m the early 1990s (AppendIx F, Exlublt
A) Dunng the 1991-94 penod, the reglOn drew an average ofJust under 800,000 more arrIvals m
each year, nearly twIce the growth rate achIeved durmg the decade ofthe 1980s (405,000) In realIty,
If the expanslOn ofthe pleasure cruIse mdustry were added to these figures, then the growth figures
for tourIsm In the CarIbbean would be hIgher stlll

In 1994, the Canbbean generated receIpts of $11 6 blllIon out ofa world total of $346 bIllIon The
reglOn's growth trend m total receIpts has paralleled the world growth trend However, the receIpts
per tOurIst amval for the Canbbean IS substantIally above the world average, m 1994 $851 for the
Canbbean, versus $633 for the world Agam, receIpts realIzed from cruIse passengers are probably
not reflected mthese figures As regards the general outlook for tOUrIsm, the WTO has forecasts for
world tOUrIsm that reflect a slackenmg ofgrowth, to an annual rate of44% for the latter halfofthe
1990s, fallIng to 3 6% for the first decade of the new century

b Caribbean TourIst ArrIvals

Some mterestIng dynamICS In Canbbean trends can be observed m exlublt B JamaICa, whIch
suffered a collapse of tOUrIsm m the 1970s, IS clearly on the rebound dUrIng the 1980s, startmg the
decade at under 400,000 m 1980, and reachIng the one mllhon mark by 1991 JamaIca succeeded
m 'repamng' ItS Image m the USA and promoted heavlly to rebUIld the mdustry Its growth rate has
smce moderated m the 1990s More recently, Cuba has emerged as a promment destmatIOn m the
regIOn, With over 700,000 amvals m 1995, reflectmg an addItion of 79,000 tOUrIStS per year on
average smce 1991 However, It IS by far the DOmIillCan Repubhc that has expanded ItS trade most
vIgorously, averagmg an addItIon of 129,000 tooosts per year smce 1991, to reach a level of 1 9
ml1hon m 1995 ThIs country has achieved thIS by catenng not only to the nearby North Amencan
markets, but also to the dIStant European ones, encouragIng low cost charter aIr servIces that many
European tour operators rely on FIgures for 1996 mdlcate that Just over half of all tOUrIsts (54%)
come from Europe As a result, IfStatISticS for the four countnes that surround HaItI are compared
With the regIOnal StatIStICS, It IS clear that m the early 1990s, Haiti has been m the center ofa tOUrISt
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surge (8% expansIOn per year, 248,000 more tOurIStS added each year) whIch has totally bypassed
It

c Total Receipts from Tourism

As regards total receIpts from tOurIsm (AppendIx F, ExhibIts C & D) the performances ofCuba and
of the Dommlcan RepublIc are outstandmg Cuba has expanded receIpts over 1990-94 an average
$152 mIllIon per year, and the Domlmcan RepublIc $65 mIllIon, through a combmatIOn ofhIgher
tOurISt volume, and m the case of Cuba, an almost doubled average receIpt per tOurISt As a group,
m 1994 HaltI' s four neIghbors generated 3 6 mIllIon tOurISt arnvals and approXimately US$3 bIllIon
m total receIpts

d ExpansIOn lD Lodgmg Capacity

The expanSIOn m lodgmg capaCIty among HaltI' s neIghbors has been extraordmary to make pOSSIble
thIS growth, With the DOffilmcan RepublIc leadmg the group at a constructIOn pace of2,500 rooms
(average yearly addItIOn for 1991-95) followed by Cuba WIth 1,900 rooms (AppendIX F, ExhibIt E)
The case of JamaIca IS mterestmg as a destmatIOn With a more mature mdustry, ItS expanSIOn
averaged nearly 900 rooms per year over thIS penod Clearly, mvestment of very substantIal
proportIOns has made pOSSIble thIs constructIOn, If an average US$75,000 total development cost
per room IS assumed, then durmg 1991-95, Cuba has been mvestmg roughly $142 mIllIon, and the
Domlmcan RepublIc $186 mIllIon m new lodgmg constructIOn (hotels, resorts, mns)

e Haiti'S Former Tourist Industry

In the 1950s, mdustry experts mdlcate that tourIsm was already nsmg m HaIti, whIch along With
Cuba, emerged as one ofthe Canbbean's top destmatIOns m the postwar era In the 1960s, Haltl and
other Canbbean pomts benefitted from the embargo ofCuba whIch shut down the tourIsm mdustry
m that country SImIlarly, m the 1970s the troubles m Jamalca provoked a shIft of tOurIsm to
competmg destmatIOns TourIsm m Haltl contmued to grow m the 1970s and early 1980s when there
were poles ofhotel capaCIty on the Cote des Arcadms and at Port-au-Pnnce whIch brought m North
Amencan and European vacatIOners m sIgmficant numbers These tOurIsts were made up ofboth
resort tOurIsts, and cultural tOurIsts drawn by the country's umque culture TOurIst arnvals peaked
m 1985, and agam m 1989 when they rose to Just under 150,000 m those years (AppendIX F, ExhibIt
F) From 1985-90, the share arnvmg for vacatIOmng purposes was approxImately 60% and the
busmess share less than 15% StatIStICS show that for 1989-90, about 59,000 m each year were
VISItors ofHaltlan bIrth, suggestmg the strength of the ethruc or Diaspora market m these numbers
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f A Umque Cultural DestmatlOn

A key factor m HaItI'S former success was the umqueness of Its tradItIons, arts and crafts ThIs
umqueness IS due to Its Afncan, French and Creole herItage, whIch has created an unusual racIal and
cultural blend that IS eVIdent m language, food, m tradItIOns and m other ways There IS a fascmatIOn
about HaItI's culture, especIally m the French-speakmg world, where the Cltadelle La Femere IS a
major herItage symbol m the francophone world HaIti also drew a mIX of lIterary and culturally
attuned travelers that would stay m Port-au-PrInce Port-aU-PrInce was the country's mam gateway
and the focus oftounsm, With Cap HaItIen a second gateway Because road lInks were so poor With
the DomlIDcan RepublIc, and With weak busmess ties between the two neIghbors, there IS lIttle
eVIdence of any coordmatIOn m the form of Jomt overland tour packagmg With the Dommican
tourIsm mdustry It appears that m those times HaitI derIved no synergy from ItS proXImIty to the
Dommican Repubhc

g The Cruise Industry

In addItIOn to aIr arrIvals, the ports ofPort-au-Prmce and Cap HaitIen drew sIgmficant cruIse traffic
through several cruIse operators, who would offer mland excurSIOns to the port CItIes and beyond
for theu passengers At that time, a suffiCIent chOlce of excurSIOns from these ports was pOSSIble,
and securIty for the passengers onshore was adequate The tourIsm master plan mdICates that annual
calls at Port-au-PrInce reached 160 (120 at Cape HaItIen) prIor to the collapse oftounsm m the mId
1980s Annual arnvals ofexcursIOmsts peaked m 1979 (188,000) and after SInkIng dunng the 1980s,
agam reVIved m 1988-90 when It approxImated a level of 192,000 per year

h Causes for the Collapse of Haiti's TOUrIsm

An envuonment of secunty for tOurIStS IS mdispensable If sIgmficant numbers of foreIgners are to
cuculate freely and voluntanly m any foreIgn country Three mam factors have brought on the total
demIse oftounsm to the country The fust IS the onset m 1983-4 ofthe AIDS epIdemIC m the USA
WIth reports that the mCIdence of that Illness was hIgher m HaItI than m any other country m the
hemIsphere (At the time, the exact methods of transmISSIon of the dIsease were not yet clearly
known) The second factor was the perIod ofpolItical turmOlI from 1986 mto the early 1990s The
thIrd factor was the trade embargo lastmg three years whIch lead to a prolonged cessatIOn ofbusmess
between US operators and HaItian supplIers Because m the Canbbean, It IS the US and CanadIan
travel markets that are dommant, the embargo has served as a major deterrent for tounsm Major
benefiCIarIes have been the reVIVing tounsm Industnes m JamaIca and Cuba, and a groWIng Industry
In the Domimcan RepublIc Dunng these years of turmOll, several hotels along the COte des
Arcadms and m the Port-aU-PrInce areas, were shut down or converted to other uses

The tourIsm master plan estimates that the visitor-mghts spent m hotel accommodatIOn (as opposed
to pnvate homes) averaged 547,800 each year for the perIod 1980-85, and only 62,400 for 1992-94
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Total VISItor arrIvals dId not fall to the same degree, because of the mcrease m arrIvals ofDlaspora
HaItians, who typIcally stay m pnvate homes rather than hotels

For a few years dunng the embargo, all cruIse actIVIty was suspended However, It was reported that
RCCL, one of the top two operators m the world, and the sole operator of the LabadIe port, paId Its
employees a SubSIstence wage throughout the matus, m order to keep the team mtact for an easy
resumptIon of servIce

I Current DImensIOns of TourIsm to HaitI

Tour and cruIse operators ImmedIately CIte the lack of secunty for travelers m HaIti as the key
deterrent for a resumption of tourIsm The Image that the travehng pubhc now has of HaIti IS
extremely negatIve It IS clear that the damage to the country's Image IS severe m the USA, the top
Canbbean market There IS eVIdence that the damage to the country's Image m Europe IS less severe,
WIth a small number of Europeans now flymg mto HaIti and dnvmg m from the Domlillcan
Repubhc

Recent data (AppendIX F, ExhIbItS F & G) mdlcate that over the last two years, VISItor arrIvals have
recuperated to reach the 150,000 level for the first time smce 1989 However, the market IS
dommated largely by returnmg HaItIans hvmg m the USA and Canada, staymg m pnvate homes and
shunmng commerclallodgmg There IS also a subStantIal segment ofbusmess VISItors and persons
on offiCIal busmess for foreIgn governments or agenCIes The volume of true vacatIOners to HaItI
IS estImated to have fallen to as lIttle as 30-40,000 persons per year dunng 1992-94, and It IS not
clear If the volume of vacatIOners IS much hIgher now than It was then An attempt to measure the
total receIpts m HaItI by tounsts (of foreIgn or ofHaItIan ongm) commg as vacatIOners and not for
busmess or officml purposes was made Tms estimatIOn, WhICh IS based on estimates proVIded by
mdustry leaders, yIelded total dollar receIpts m 1996 ofonly US$24 mIllIon natIOnWIde, WIth three
fourths solely attnbutable to Dlaspora spendmg, and $2 6 mIllIon of the balance denved from the
sole locatIon of LabadIe, the cruIse enclave An estimatIon of permanent Job creatIOn attnbutable
to tounsm by vacatIOners only amounts to Just over 800 Jobs If an allowance IS made for
constructIOn Jobs, the total would probably fall still short of the one thousand mark

There IS some eVIdence ofa reVIval m tounsm to the country and nsmg mvestor confidence In 1995
the Club Med reopened, and the SecretaIrene d'Etat au Tounsme started operatmg Royal Canbbean
finally resumed operatIOns at LabadIe One ofthe top German tour operators, TUI, returned to HaItI
m 1996 Hotel occupancy had nsen at Port-au-Pnnce hotels by 1997 to the pomt that some
expanSIOns are under way or planned The completIOn of the tounsm development plan m 1996
SIgnaled the government's mgh pnonty for tounsm However, mdustry leaders, from both the hotel
world and cruIse mdustry, conSIstently VOIced one key obstacle to the VIgorous resumptIOn of
mternatIOna1 tounsm to HaItI the msecunty ofthe SOCIal envIronment wmch IS makmg land-holdmg
nsky, makmg road access unrelIable due to occasIOnal closures for polItIcal demonstrations, and
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makmg for a vIrtually lawless enVIronment m the provmces Interestmgly, capItal scarcIty was not
cIted as a major obstacle

2 Competitiveness Assessment ofTourism

The analySIS ofthe tOurIsm sector IS spht mto two sectIons, each to evaluate two very dIfferent types
oftourIsm, one bemg the tradItIonal hotel and resort (stay over) type m whIch the VISItor stays over
at least one mght m the country, and the other bemg the cruIse mdustry, m winch the passengers
always overnIght on board the ShIpS and not on shore m the country bemg vIsIted Because spendmg
patterns and economIC ImplIcatIOns are qUIte dIfferent between these two types oftounsm, they are
evaluated separately Because cruIse tounsm shows some promIse for expanSIOn In the short term,
It IS dIscussed first Because the economIc effects ofthe cruIse mdustry are less well known, and are
causmg some controversy, they are exammed m more detaIl than those of tradItIOnal tOurIsm

3 Busmess Systems AnalysIS For TouTlsm

For each ofthe two types oftourIsm, the mdustry IS charactenzed accordmg to the same framework
ThIS framework starts WIth a presentatIOn of some mdustry magrutudes, and contmues WIth bnef
dISCUSSIOns ofconsumer trends, retaIlmg channels, the producers, relevant supphers, the products,
the deSIred result of any USAID actIOns, and recommended actIons At several pomts along thIs
framework the ImplIcatIons for HaItIan tourIsm are hIghlIghted

a CruIse Industry

Industry Magmtudes

Dommance ofthe CarIbbean -- The Canbbean regIon IS by far the most actIve regIOn for the
world's crUIse Industry, followed by the MedIterranean basm Apprmumately halfofworld
cruIse actIVIty IS concentrated m thIS regIOn

Industry Boom 1980·95 •• The North Amencan market has tnpled from 1 4 mIllIon
passengers In 1980 to 4 4 mIllIon m 1995, at an average 7 6% annual growth North
Amencan capacIty m 1996 was 106,000 passengers and 129 slups (average slup capaCIty of
821 passengers)

Decreasmg DomInance of Port of MIamI·· Wlule remaIrung by far the top port In North
Amenca m terms ofpassenger volume (1 3 mllhon In 1995), the port ofMIamI has seen ItS
share drop from over one half ofthe total actIVIty at North Amencan ports m 1982 (723,000
out of 1 4 mIllIOn) to Just under one tlurd (1 3 mIllIon out of4 1 mIllIon m 1995), several
new ports have entered the cruIse Industry along the AtlantIC and Gulf coasts
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ExpectatIOn of Contmued ExpansIOn -- The North Amencan Fleet IS expected to contmue
expanSIOn to a SIze of 141,000 berths by the year 2000, representmg an average annual
expanSIOn rate of 6%

Implzcatwns for Haltz

The zndustry contznues to expand zts actzvztIes zn the Carzbbean, and zs znterested zn openzng new
ports ofcall zn the regIOn

Consumer Trends

US Eastern Seaboard Focus -- ApprOXImately 50% of US cruIse passengers ongmate from
AtlantIc coast states (1995), up from 47% m 1983

A Tool for Destznatwn Samplzng -- Surveys of passengers mdicate that tOUrIStS choose
crulSlng to easIly VISIt or "sample" dIfferent types ofdestmations m one tnp, there IS some
mdicatIOn that such exposure to destmatIOns arouses tOUrIsts' mterest m them and creates the
pOSSIbIlIty of return VISItS on future tnps

Increasmg Market SegmentatIOn -- Operators are offenng cruIses deSIgned for speCIfic
mterests and events aImed at penetratmg specIal mterest groups such as smgles, seruor
CItizens, gamblIng, senous shoppers, famIlIes, conferences/ conventIOn partIcIpants, self
Improvement devotees, scholarly groups, for example ThIs IS followmg trends m tradItIOnal
hotel and resort tOUrIsm

A Broademng of Source Markets for Canbbean CruIsmg -- Operators are tappmg new
markets such as South Amencan countnes and second tier European ones m addItIOn to the
UK, France, Germany and Italy

AdaptatIOn to Agmg PopulatIOn -- The cruIse product has great appeal for the mIddle aged
and seruors who seek a comfortable travel expenence With a low probabIlIty ofunexpected
problems The contmued agmg ofthe Amencan populatIon appears to be a factor favonng
the cruIse mdustry m thIs respect

Implzcatwns for Haztz

The generatzon ofposztzve word of mouth by cruzse passengers vzsztzng Labadze can serve to
stzmulate regular tourzsm to the zsland Also, the success ofHaztz 's nezghbors zn drawzng tourzsts
ofEuropean natwnalztzes zs an excellent opportunztyfor Haztz, sznce Europeans may be easzer to
attract to Haltl than Amerzcans
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Retarlmg Channels

Heavy RelIance on Travel AgenCIes -- The CLIA document mdicates that some 95% of
mdustry sales are generated through travel agents rather than dIrect sale the publIc Travel
agents have great Influence m directmg consumers' selectIOns ofdestmatIOns at the pomt of
sale, theIr sales offices

Emergence ofthe CruIse Industry mto Mamstream Tounsm -- Just as the travel agency field
has dIversIfied substantIally to focus on speCIfic rnches, the cruIse mdustry IS SImIlarly
diversIfymg and broademng the scope of agenCIes marketmg cruIse packages

TypIcal CruIse Cost -- A typIcal 7-mght cruIse WIll cost a passenger $1,764 all-mciusive
(airfare mcluded) for a dally average of$252, thIS IS roughly equal m pnce to a comparable
7-rnght package m a CarIbbean resort ($1,839 for a Bahamas resort)

Agency CommISSIOns -- There IS pressure to cut agency commISSIOns as has happened m the
mrlIne mdustry An average package retaIlmg for $1,800 would yIeld a commISSIOn of8%
or $144

ImpltcatlOns for Haztl

Haztl 's publtc relatlOns efforts mustfocus m part on overcommg the negatIve Image ofthe country
held by the travel trade (1 e travel agents and tour operators) m North Amerzca

The Producers - The CrUlse Operators

Industry Structure -- There are approxImately 50 operators servmg the mdustry's largest
market, whIch IS North Amenca, mcludmg US and CanadIan ports There IS some
concentratIOn m the mdustry, as there are 10 large operators that control the largest share of
capaCIty There are both pubhcly traded companIes as well as famIly owned ones A number
of the large operators have European ongms

Supply-led Growth -- Because ofthe nsmg populanty ofcrulSlng, operators have expanded
capaCIty steadIly for a number ofyears, WIthout harm to occupancy factors The abIhty to
finance new shIp constructIOn has to some extent determmed the pace of growth of the
mdustry

Increasmgly SophIstIcated Vessel DeSIgn -- WIth the mcreasmg shIp SIze and capaCIty, the
more recent shtps contam extenSIve leIsure and entertalnment servIces lIke full servIce
resorts Some of the newest vessels have capaCIty for 3,000 passengers
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DIversIficatIOn of Home Ports -- The trend has been to base ShIpS at new ports on the US
Atlantic and Gulf coasts to further broaden the convemence of crulsmg for populatIOns m
secondary metropohtan areas Houston, New Orleans, Tampa, and Port Canaveral are
examples of secondary departure pomts

RIsmg Use of Remote Home Ports -- Some operators are basmg vessels at offshore ports
such as San Juan, Barbados and Aruba, requrrmg a longer flIght for passengers to reach the
port CIty, but ehmmatmg 1-2 days ofsteammg at sea mt%ut of the North Amencan port
CIty Withm a year, a cruIse termmal at JamaIca's hIstonc pirates' haven of Port Royal,
located near Kmgston's Sangster InternatIOnal Airport Will be completed, and may prove
effective m draWing cruIse busmess to the Kmgston area

ImpbcatIOns for Haztl

Because of contmued mdustry expanSIOn, the need for new ports, and the past success of Cap
HaztIen andPort-au-Prmce as crUlse ports, It zsprobable that more operators can start servIce mto
Haztzan ports ifcondztIOns are rzght

The Supplzers

ConcentratIOn of Lmkages at Home Ports -- Because of the effiCIencIes ofarrangmg at the
base port for procurement ofgoods and servIces for the full sallmg season, (food, fuel, vessel
mamtenance, hotel supphes, etc) these lmkages tend to largely bypass the ports ofcall where
ships typIcally stay only 5-10 hours However, at each port of call, vessels are commonly
charged port taxes per passenger, WhICh represent an mjectIOn mto the local economIes The
Flonda Canbbean CruIse ASSOCIatIOn mdicates that m the Canbbean, these charges range
from one to fifteen dollars (AppendIx F, ExhIbIt K)

LimIted Labor AbsorptIOn -- Operators typIcally create a few hundred onshore jobs at each
port of call, and to a hmited extent draw on this pool of labor as a manpower source for
crewmembers on board theIr ships, m this way the onshorejobs can serve for local workers
as gateways to crew pOSItions on board vessels and for a few, m the operatmg compames
There are employment agencies specIahzmg m cruise recruItment, and many developmg
countnes mcludmg some ASIan ones are represented on board vessels crulsmg the Canbbean

Lmkages for Local Busmesses -- Shore excurSIOns (typIcally costmg $20-40 per person),
food and beverage consumptIOn and shoppmg can represent dIrect mjectIOns of foreIgn
currency A recent survey of Canbbean passenger revealed that 79% of passengers
purchased organIzed shore excurSIOns, and that per cruise the average total spent on
excurSIOns was $194 The same survey found that most passengers use local transportatIOn
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at ports of call, and spend an average $50 per cruIse on onshore transport Another found
that average spendmg per passenger m port, all thmgs mcluded, ranged from $47 to $10 (US
& terrItones excluded) The range for crewmember spendmg onshore per VISit was $20-72

Duty Free Sales -- A number of CarIbbean ports provide extensive shoppmg posslblhtles,
typIcally for htgh cost luxury Items A recent trade survey ofCanbbean passengers revealed
that over 80% ofpassengers purchase duty free Items, and that the average amount spent was
$448 (per buymg passenger per cruise)

QualIty of Port Management -- The LabadIe enclave port arrangement, whIch IS a sole user
operatIOn, IS extremely Simple smce It IS the pnvate operator that operates the "port" thereby
ehmmatmg the need for any port authonty It IS a fully mtegrated (mtemallzed mput)
product for the operator EffiCIent and well pnced port management services are essential for
any port to develop as a cruise port

ImplzcatlOns for Haztl

It appears that Cltyports, whlch offerposslblbtlesfor different shore excurSlOns, wlll generate more
ofa stlmulus for the local economy than enclave ports because ofthe mcreasedforelgn currency
expendlture made by the passengers on local tourmg and transport servIces

The Products

Rehablhty of Product -- The shore expenence must be problem-free and thiS reqUIres
effiCient orchestratIOn oftender vessels (where needed), harbor pI10tmg and port operation,
ground transportatIon, tour orgarnzatlOn, arts & crafts marketmg, personal secunty and other
services, all for hundreds of passengers at the same time (at LabadIe usually over 2,000),
persistent fatlure ofany Imk m thiS cham WIll cause harmful negative word-of-mouth forcmg
an operator to suspend the excursIOns and even drop the underperformmg port of call The
ports ofPort-au-Pnnce and Cap Raltlen are examples offormerly successful ports ofcultural
mterest that lost service once the safety ofpassengers could no longer be assured

DiverSity of ExcurSIOns -- A highly profitable component of the crUIse mdustry IS the
marketmg of varied shore excursions to the passengers at each port, operators can expand
offenngs at eXlstmg ports, and also enter new ports near mterestmg places Cultural hentage
calls can be very popular (Old San Juan m Puerto Rtco, Cozumel near some of MexIco's
Mayan Sites, old town Cartagena m Colombia are three examples)

Product InnovatIOns for DifferentiatIOn -- Because of mtense competItIon, operators are
developmg umque and exotic ports of call, m remote locatIOns where they can obtam
exclUSive nghts (examples m the Bahamas and at Labadie), they mvest m outfittmg the
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compound to offer an IdyllIc, controlled expenence, spendmg as much as $29 mIllIon (as at
the new DIsney cruIse lme's enclave Island m the Bahamas) Other operators have expanded
geographIcally to Panama, the PacIfic coast and Alaska, seekmg new shore excursIOns and
proxImIty to the western US populatIons Another mnovatIOn IS the land-sea package
combmmg a cruIse of several days WIth a stay of several addItIonal days at an Island resort

ImplzcatlOns for Hactl

When crUise shzps were callmg regularly at Haztz, Cap Haztzen had served as a port ofcall for
several operators, offerzng excurSlOns around zts old town and mland to the Cztadelle and Sans
SOUCl Palace The Cap Hactlen vzcmzty has a capabzlzty to revzve thzs dormant actzvzty by meetmg
the mdustry 's contmumg needfor newports and experzences to offer There are beaches, a hzstorzc
town, major cultural landmarks [the Cztadelle and palace}, and mterestmg crafts Jacmel also
offers a varzety ofthese same attractzons albezt on a much smaller scale

Deszred Results

ActIOns by the USAID mISSIon to stImulate cruIse tounsm can be deSIgned to achIeve several
benefits One ISJob creatIOn at locatIOns sItuated well away from Port-au-Pnnce, lIkely locatIOns can
mclude

• LabadIe shores or other pomts along the north coast

• Ile de la Tortue

• Mole St NIcolas

• Ile La Gonave

• Ile A Vache

• Bale St LOUIS du Sud or other pomts along the south coast

• Cap Brotlen (eXIstmg CIty port)

• Jacmel (eXlstmg CIty dock)

• Jeremle (eXlstmg CIty dock)

Because of the crucIal Issues of control and secunty, and because of the much reduced need for
commumty preparedness m a rural locale, It IS sunpler to set up an enclave operatIOn to be managed
by one operator, than It IS to rehabIlItate a CIty port to be used by vanous operators It IS plaUSIble
that one or more enclave operatIOns WIll be started up before the first CIty port IS readIed for cruIses
Each such enclave operatIOn can be assumed to dIrectly generate IllitIally 200-300 full tIme
equIvalent Jobs, mcreasmg WIth frequency of weekly shIp calls (and passenger throughput)

An addItIOnal benefit of cruIse tOUrIsm IS to famI1lanze local tradesmen WIth dealmg WIth foreIgn
tour comparues and WIth dIrectly handlIng groups of foreIgn tounsts The stakeholder busmesses

60



mclude restaurants, taxIs & transport operators, shops and souvenIr stands, craftsmen, local tour
gUIdes, and performmg cultural groups, among others In a sense the cruIse mdustry can serve as a
classroom for Investors and for servIce provIders who can develop tradItIonal tOUrIsm [mns, lodges,
guest houses, etc] at a later stage Thts IS a process ofacculturatlOn and of learmng by dozng that
m outlymg locatIOns can be lead by the cruIse mdustry

Another benefit ofexpanSIOn m the cruIse mdustry IS that It wIll SIgnIfy that busmess condItIOns are
adequate for cruIse tounsm, by extensIOn thIS should reduce the perceptIOn of nsk for potentIal
mvestors m hotel and resort prOjects In thts way, the expandmg cruIse mdustry can fulfill aplOneer
functlOn to buIld mvestor confidence m tradItIOnal tOurISt mvestments m resorts, mns, guest houses
and restaurants

A final benefit wIll be to open a gatewayfor Hmtzan workers mto jobs m the cruIse mdustry Itself
The skIlls ofthe hospItalIty trade are dIrectly transferable to ShIpS (whtch are SImply floatmg hotels)
and also to hotels and resorts As to where to begm, for enclave operatIOns, several locatIOns on the
north coast are reported to be SUitable For CIty ports, the town of Jacmel appears to be a SUitable
candIdate for near term development

EstImated EconomIC Results

It IS qUite pOSSIble that one or two more enclave operatIOns could be developed at secluded spots on
Islands or at spots on the north or south coasts As regards the CIty ports, re-establIshtng servIce mto
them Will reqUire more advance preparatIOn, partIcularly m SOCIal aspects ofvIllager awareness and
preparedness of stakeholders and local offiCIals ExhIbIt L sets forth a scenano ofcruIse expanSIOn
mto four unspeCIfied locatIOns, assumed over a SIX year penod CapItal costs have been Ignored
smce, as at LabadIe, offshore anchorage and tender servIce can be used mstead of dockSIde
operatIOn, and because at some pomts (Cap HattIen, Port-au-Pnnce, Jacme1, Jeremle) docks already
eXIst and reqUire only upgradmg In the case ofenclave ports, a low cost optIOn SImIlar to LabadIe,
IS enVISIoned, and not the capltal-mtenslve type ofjestlval destznatlOn mto whtch some operators are
mvestmg many mIllIons ofdollars (most recently at pomts m the Bahamas)

In a typIcal year, after the four operatIOns mature, total annual net mcome, both dIrect and mdIrect,
IS estimated at $18 mIllIon Total annual passengers IS 800,000 and direct/mdIrectjob creatIOn IS
1,800 If extensIve capItal mvestment per port IS reqUIred, say one half to one mIllIon dollars, the
local content would generate mcome to the local economy (not estImated) It's foreIgn content
should be well under half the constructIOn cost As these operatIons develop a menu of dIfferent
onshore excurSIOns (unlIke today's LabadIe operatIon), mcome would be htgher than that stated In
the case of the remote locatIOns, the objectIve IS to lure operators mto establIshmg natural enclave
ports at htgh potentIal pomts m HaItI, mto whtch they Will later mvest substantIal sums m upgrade
programs after an InItIal season or two ofsatisfactory operatIOn (The tOUrIsm master plan does not
focus on thIS type oftounsm, so a comparIson ofprojectIOns IS not pOSSIble) The above forecasts

61



ofcruIse traffic are mtended to serve for benchmarkmg purposes as progress m tlus type oftounsm
IS momtored AppendIx F, ExlubIt L does not melude a forecast offuture capItal mvestment m ports

Recommended ActIOns

Because ofthe expanSIOn ofthe Crlllse mdustry mto more Canbbean pomts, ofthe past success HaItI
achIeved as a cruIse destmatIOn, and m VIew of the low capital outlay reqUIred to start operatIons,
thiS study proposes measures to spur creatIon ofcrUIse ports by Haitian and foreIgn mterests wtthm
a 2-3 year time frame The measures support both the enclave type ofoperatIOn, as well as the CIty
port operatIOn, whIch appears to be more benefiCIal for the local economy, but IS more dIfficult to
prepare for from the SOCIo-economiC standpomt The reforms and programs recommended by the
Pnvate Sector team below are descnbed m some detaIl m chapter VI

b Stay over TOUrism

Industry Magnztudes

Caribbean Tounsm Growth Exceedmg World Growth -- Growth m Canbbean arrIvals has
outpaced the world average, 6 6% vs 5 4% for 1991-94, reachmg a volume of 13 6 mIllIon
VISitors m 1994, gross receIpts for the regIOn amounted to US$ll 6 billIon by 1994

Strong Canbbean Growth smce 1991 -- The regIOn added an average of791 ,000 ViSItors each
year over 1991-94, exeludmg the volume ofcruIse passengers [stay over VISItors only], tlus
IS qUIte noteworthy m View of the robust expanSIOn of cruIse tounsm m recent years

Strong RIse m Receipts for Canbbean Tounsm -- Over the penod 1991-94, the average
annual expanSIOn m gross receipts from VISitors was US$891 mIllIon, reflectmg an 8 8%
annual growth rate

Strong Caribbean Average Receipt per VISitor -- The average receipt per ViSItor m the
Canbbean reached $851 versus a world average of $633

GeographIcal DIversIficatIOn -- The regIOn's mam markets are North Amenca and Europe,
as well as mtraregIOnal travel, the dommant market for each Island IS eIther the North
Amencan one or Europe

HaItI'S Poor Performance -- By nearly all mdlcators, the collapse m tounsm to HaitI has been
dramatIC, however a rebound m arrIvals had been achieved by 1996, to 150,000 arrIvals
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versus 70,000 m 1994 VacatIOners represent probably only about one tlnrd of tIns figure,
WIth the balance mcludmg VIsItmg frIends and relatIOns, busmess and offiCIal VISItors

Implzcatzons for Hartl
Clearly tOUrIsm m the reglOn contmues to expand, and the causesfor Ham's underperformance lze
wIthm the country Itself, and not m the reglOn

Consumer Trends

Increasmg Market SegmentatIon -- ThIS trend has already been explamed m the CruIse
sectIOn above and IS fully relevant for land-based tOurIsm In the Canbbean Other specIal
mterest segments mclude dIvers, lukers, sports fishermen and yachtsmen, and persons
attendmg cultural events such as festIvals and carruvals, or busmess events such as trade
shows and conferences

US Eastern Seaboard Focus -- The eastern half of the US IS the pnme market for VISItors
from North Amenca, wInle the UK, France and Germany are the top European markets

European vs Amencan Markets Compared -- There IS eVIdence suggestmg that as compared
to the US market, the European market on the whole makes longer tnps to the Canbbean,
spends less per day, IS less demandmg as to phySIcal comforts, IS more mterested m local
culture and flora & fauna, and IS more lIkely to use charter aIr servIces for the Journey
to/from the Canbbean

A Broademng of Source Markets for Canbbean TOurIsm -- HotelIers are tappmg new
markets such as South Amencan countnes and second tIer European ones m addttIOn to the
top source countnes of the UK, France, Germany and Italy

Image ofthe Canbbean -- The regIOn promotes Itselfas a collectIOn ofparadlsaIcal tropIcal
Islands offermg fascmatmg nature m both land and sea, as well as a collectIOn of vaned
cultures

Image ofHaItI -- The Image ofHaIU m North Amenca remams very negauve, and m recent
years has been reInforced by WIdespread medIa coverage ofthe polItIcal troubles and waves
ofboat people arrIvmg on the Flonda and Cuban shores Because coverage ofHaItIan affaIrS
In Europe IS less extensIve, It appears that HaItI has suffered less Image damage m Europe

63



Impbcatzons (or Haztz

The European traveler may be more tolerant ofthe substandard condztzons [hotel condztzons, urban
crowdzng, panhandlzng, etc Jandsubstandardproduct, that Haztz offers, than the Amerzcan traveler
A major element ofHaztz 's tourzsm revzval strategy shouldfocus on buzldzng zncreased European
arrzvals

Retazlzng Channels

Dommance of Tour Operators for European Markets -- The vertically mtegrated tour
operatIOn charactenzes much ofEurope's long-haul tounsm, m whIch retaIlmg, aIr transport,
and local lodgmg and excursIOns are offered by fewer comparnes than m the case of US
tounsm The European market makes greater use ofcharter flIghts mto the Canbbean to cut
the cost of the long transatlantic flIght

Dommance ofTravel Agents for North Amencan Market -- Travel agents provIde adVIce to
US consumers on selectIOn of destmatIOn and package tour, often agents have fIrst hand
knowledge of condItIOns at vanous destmatIOns m a regIOn and With then adVIce steer the
thInking of the consumer

Brand Loyalty -- There IS sIgrnfIcant repeat patronage for travel agents and for specIfIc
destmatIOns, some of whIch denve as much as 30% or more of trade from past VIsItors,
accordmg to consumer surveys

Pnmacy of Word of Mouth -- Consumers turn to fnends, relatives and travel agents for
adVIce on travel condItIOns The boommg fIeld of travel JournalIsm (pnnt, broadcast, &
mternet) IS an mcreasmgly mfluentIal force m formmg and even moldmg consumer tastes
and perceptIOns

Impbcatzons (or Haztz

Because there zs so bttle azr servzce [ezther scheduledor charterJorpackage tour offerzngs between
Haztz and Europe, zn the short run Haztz must draw Europeans already enterzng the Carzbbean
through gateways such as the DomznIcan Republzc or the French Antzlles whzch benefit from
extenszve azr lznks to France The "zsland-hopper" formula whzch combznes two or more
destznatzons appears to be zdeal for Haztz zn the short run

The Producers - The Travel Trade

Travel Wholesalers servmg the US Market -- Key players packagmg Canbbean holIdays
mclude companies lIke LIberty-Gogo (New Jersey), Amencan AIrlmes' FlyAAway
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VacatIOns, Carlson, Empress Travel, and AmerIcan Express Club Med (France) IS also a
major tour operator for the US market to warm weather destmatIOns

European Tour Operators -- Few ofthese operate any sIgruficant volume to HaItI, but operate
substantIal programs mto the Domlillcan RepublIc and Cuba, there are charter flIghts
between European pomts and Santo Dommgo, Puerto Plata and to pomts m Cuba and
JamaIca as well LTU and TUI (both from Germany) are two ofEurope's foremost operators,
both of whIch serve the DOmImcan Repubhc

Emergmg CarIbbean Operators -- Sandals of JamaIca and Gulf & Western hotels of the
Domimcan Repubhc are examples ofCanbbean based firms offenng mclusIve hohdays from
North AmerIcan pomts The Sandals orgaruzatIOn now controls the aIrlIne AIr JamaIca whIch
mtends to expand operatIOns between North AmerIcan pomts and numerous Canbbean
Islands, m competItIon WIth AmerIcan Alrlmes

Implzcatzons for Ham

Many tour operators are already marketmg the nelghbormg Carzbbean lslands around Haztl, and
know the reglOn well They could be mduced to offer extenslon (slde trlpS) mto Haltl, glven
adequate condItlOns

The Supplzers

Supphers ofInformatIon -- Many countnes competmg for the North Amencan and European
markets attempt to manage theIr promotIOn and PR programs through deSIgnatIOn ofspeCIal
representatIves m key countrIes, and even through use ofoffiCIal tounst InfOrmatIOn offices
m target CItIes They aIm theIr Image-moldmg efforts to travel trade profeSSIonals, and to the
travelIng pubhc, often they appoInt PR firms to develop marketIng campaIgns for them

Local SupplIers ofTounst ServIces -- There are HaItIan travel agenCIes that have bus fleets
and personnel to prOVIde ground handlIng and tour packagIng servIces for groups oftounsts,
thIS pool of resources has shrunk as the mdustry dechned, but could easIly expand WIth
mcreased tounsm HaItI'S travel mdustry IS concentrated m the Port-au-Pnnce area and
currently survIves maInly on servIng the outbound market (HaItIans travehng abroad)

Importance of LodgIng m Developmg LInkages -- Lodgmg typIcally accounts for 40% or
more of the VISItors average dally expendIture ($40 In the case of an average dally
expenditure of$1 00 InSIde a country), somewhat lIke a cruIse shIp, a hotel centralizes many
of the goods and servIces a VISItor consumes food & beverage, entertaInment, shoppIng,
laundry, gUIde services Consequently, each room of capaCIty In HaItI generates about 1 5
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permanent dIrect hotel Jobs (estImate of HaItIan hotel managers), and may create an
addItIOnal 3-4 Jobs when mdIrect and mduced effects are consIdered

Weak Internal Transport -- Good mternal road and aIr servIce IS needed to lmk outlymg areas
to HaI11,s mam gateway, Port-au-PrInce and ItS arrport Comfortable mterclty au-conditlOned
coach servIce IS not aval1able m Haltl at present, mternal alr servIces are VIa unpressunzed
commuter aucraft and are not always relIable Some mternal aIr servIces are operated With
Domimcan alrcraft and crew

DIverse AddItIonal ServIces -- The Port-au-Pnnce area has a varIety ofvanous busmesses
that tounsm relIes on, mcludmg restaurants, art gallenes and crafts shops, restored stately
homes, entertaInment houses, a rum factory, a vanety ofmuseums and some scemc mountam
dnves These all can serve as mputs addmg value to the VISItor's stay

Implzcatwns for Baltl

The baslc elements to produce and market tour packages to Baltl are avazlable already, although
some need lmprovmg such as the mterclty transport and lodgmg capaclty The baslc busmess
mfrastructure to handle tourzsm lS already m place

The Products

Dommance of the HolIday Package -- Most VISItors entenng the regIon on holIday do so on
pre-arranged (and often prepaId) terms specIfymg aIr travel and accommodatlOn for all or
part ofthe entIre trIp Many VISIt only one Island, and some VISIt two Few wIll VISIt dIfferent
Islands that are far apart

Increasmg DIversIty of Products per Increasmg Market SegmentatIOn -- Tour operators are
offenng more dIfferent types ofpackages to match the expectatlOns ofdIfferent segments of
travelers The stock beach vacatIOn package IS now competmg WIth packages offenng
themes such as soft adventure as m nver raftmg or scemc lukmg, EnglIsh, French or Dutch
hentage m the tropICS, "roots" expenences for AfrIcan Amencans, tenms, golfing or
yachtmg, and casmo gamblmg to name a few well developed actIVItIes m the regIon

Contmumg Dommance ofBeach Resort Tounsm m the RegIon -- DespIte the development
ofnew themes to market travel to the Canbbean, along WIth the development ofalternatIve
lodgmg such as guest houses, condos and campmg, and despIte the ImpreSSIve nse ofCruIse
travel, the beach resort IS expected to remam the mamstay oftounsm m the regIOn, even as
the scope of the tounsts' mterests and actIVItIes broadens The mdustry IS devIsmg many
vanatIOns of the basIC beach resort holIday
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European Packages versus AmerIcan Packages -- Industry operators mdicated that Europeans
tend to stay an average of 10-15 days m the regIOn versus approxImately one week for
AmerIcans, Europeans are more mclIned than Amencans to VISIt two or three locatIOns

Implzcatzons for Haltl

Part ofthe solutzonfor expandmg tounsm m Haztllsfor It to provlde some competltlve beach resort
capaCIty that can be marketed mternatzonally to both North Amencan andEuropean markets Thls
wIll enable the packagmg ofmIxed themes such as beach plus Carzbbean Vlllage life or beach plus
the Cltadelle and Sans SOUCI Palace, that WIll be appealzng to different segments

Deslred Results

Three scenarIOS ofgrowth m tounsm actIvIty have been prepared to present three dIfferent paces at
whIch the mdustry mIght expand All cases assume no further detenoratIOn m the SOClo-economiC
enVIronment, or any resumptIOn of maJor CIvIl stnfe The case of low growth assumes baSIcally a
SOClO-economiC status quo WIth lIttle Improvement m busmess condItIOns, over the tIme frame to
2004, tourIsm baSIcally rebounds and grows to a lImIted extent beyond Its former magnItudes The
mIddle case assumes clear Improvement m condItIOns, WIth a moderate penetratIon by HaitI mto the
reglOn's tourIsm, and the hIgh case assumes not only Improvement m condItIOns, but a substantIal
HaItIan penetratIOn mto the regIOn's tOUrIsm mdustry ExhIbIts V-mId and J-mid proVIde the
magnItudes for vlSltor generatIOn and Job creatIOn, for the mIddle scenarIO

TOUrIsts are dlstmgUlshed as between excurSIOnIsts and stay over tounsts The excurSIOnIsts mclude
cruIse passengers and also road VISItors from the DomlnIcan RepublIc on bnefvIslts ofno more than
one day, WIth no overnightmg Stay over tOurIStS stay a mInImum of one nIght, and are splIt mto
those choosmg commerciallodgmg, mamly hotels, and those staymg m prIvate homes, compnsed
mostly ofDmspora HaitIans lIvmg abroad These dIstmctIOns are made because the different groups
have different spendmg patterns and Impacts on the local economy The forecasts presented are
mtended to serve as benchmarks for mOnItormg growth m the mdustry Careful momtonng should
dlstmgUlsh mcremental actIVIty from total actIVIty, and It IS mcremental actiVIty that IS presented m
these forecasts The tourIsm volume already eXIstmg as of 1997 IS the base for future growth, and
IS not mcluded m these figure

Stay over Tounsts - Commercral Lodgmg

It IS the tooost usmg commercIal lodgmg, who remains an estImated average of 7 days m the
country, and substantIally boosts aggregate demand m the local economy, at an estImated average
of$97-$100 per day Tills type ofvlSltor represents more ofa stimulus to the local economy than
the excurSIOnIst, who by definItIOn remains at most one day, spendmg pOSSibly $40 per day
AppendIX F, ExhIbIts N, 0 & P present three pOSSIble levels ofexpanSIOn They have been prepared
on the baSIS ofthe pace ofexpanSIOn mrecent years (AppendIX F, ExhIbIts E-H) at other CarIbbean
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destmatIOns In all cases, the pace of expanSIOn starts slowly and gathers momentum ThIs IS
because It WIll take time for HaItian developers to familIanze themselves With the methods to
manage nsk and tap sources of foreIgn capItal For each year, the addItion to the rooms stock IS
stated along With the capItal reqUIrement, wluch assumes an average US$75,000 per room mcludmg
the cost of land, of relevant mfrastructure and ofsoft costs such as mterest durmg constructIOn and
workmg capItal The term hotel capacIty IS used to refer not only to hotel and resort capaCIty, but
to other forms such as timeshare, condos and VIlla developments For sImplIcIty, the capacIty for all
types IS expressed as eqUIvalent hotel rooms

In the case ofmedIum growth, HaItI adds 3,850 rooms by 2004, requmng a total mvestment over the
penod of$289M, and a yearly average mvestment of$41M for 550 rooms These numbers are not
large compared to those m AppendIX F, ExhIbIt E, wluch shows substantially lugher constructIOn
rates elsewhere m the CarIbbean By 2004, Haiti could offer a total hotel stock of 4,700 rooms
mcludmg the eXlstmg stock of850 rooms It would far surpass ItS former peak capaCIty ofJust under
3,000 rooms that It offered by 1980 before the collapse AppendIX F, Exhtblt N presents the case
ofslow rebUIldmg ofthe former stock over thts penod, WIth a net addItIOn ofonly 2,200 rooms In
thIs case, capaCIty would most lIkely be focused m Port-au-Prmce and Cap HaitIen, and be servmg
largely the busmess markets ThIS scenano fatls to produce the deSIred SOCIal benefit of rural
development through development at outlymg non-urban locatIOns Even WIth thIs level ofgrowth,
HaitI would shll fail to wm a sIgmficant place m the regIOn's tourIsm marketplace, remalmng largely
bypassed

AppendIX F, ExhIbIt P presents a scenano of strong growth, WIth an addItion ofnearly 6,000 rooms
reqUIrmg an aggregate mvestment of$443M In thts case, substantial development occurs outSIde
Port-au-Pnnce and Cap Haltlen , and It IS probable that a new development focus such as Fort
Llberte, Aqum or St Marc WIll be well under way HaitI has squarely gained mvestor confidence and
IS bUIldmg capaCIty for the mamstream resort market that predommates m the Canbbean It gains
the status as the "hot new market", currently enjoyed today by the Domlmcan RepublIc and Cuba

Thts expanSIOn m capaCIty translates mto VISItor arnvals as portrayed m AppendIX F, Exhtblts V
low, V-mId & V-hIgh A factor of 65 tooosts per avatlable room IS used to denve the resultmg
mcremental tooost amvals By 2004, the mcremental hotel tooost count IS 250,000 (AppendIX F,
ExhIbIt V-mId), about 6 times the estimated 43,000 for 1997 The mam hurdle m bUIldmg up thIs
kmd oftounsm IS gettmg mvestors to fund SUItable hotel projects

Stay over TOUrists - Private Lodgmg

Conslstmg pnmanly ofDIaspora HaItians, tIns segment ofdemand IS Important because the average
stay IS longer, some 9 days, even though the average datly expendIture IS substantially lower, here
assumed to be $40 ThIS market IS less responSIve to tooosm promotIOnal efforts smce much of It
IS motivated not by leIsure habIts or cultural mterests, but by long time famIly and busmess ties
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For 1996, It was estImated at 108,600 VIsItors, just over two tlurds ofthe 150,100 total VIsItor count
Three growth rates are used, 3%,5% and 7% With the 5% rate approxImately equalIng the WTO
forecast for the general nse m Canbbean tounsm over the medIUm term By 2004, the mcremental
count reaches 45,000 VISItors (AppendIx F, ExhIbItS V-low, V-nud & V-lugh)

Road EXCUrSlOnlsts

Because StatIStICS for the border crossmgs at Malpasse and Ouanammthe are poor, tlus study assumes
a level of 100 dally VISItors for 1997 Tlus flow consIsts oftounsts staymg at Puerto Plata, Barahona
and Pedemales, VisItmg HaItI for the day TheoretIcally, It should also mclude Donumcans, but
statIstICS dIstmgUIshmg these types of border traffic are not avaIlable The growth and expendIture
assumptIOns for tlus segment are the same as for the stay over tounsts usmg pnvate lodgmg

Estlmated EconomlC Results

Accordmg to the mId-level scenano, stay overtounsm would expand by 296,000 m 2004, for a grand
total of 450,000 tOurIsts (AppendIx F, ExhIbIt Q) Tounsts staymg In hotels, 250,000, would form
the bulk ofthat expanSIOn for 2004 As regards the flow ofexcurSIOnIsts, It would be dommated by
the cruIse mdustry, whIch would produce 900,000 addItIOnal VISItors by 2004, resultmg m a cruIse
total ofover 1 mllhon These numbers translate mto addItional jobs In the economy as presented m
AppendIX F, ExhIbIts J-Iow, J-mid & J-mgh Accordmg to the mId-level scenano, m 2004, hotel
tOurIStS generate over 23,000 jobs, With the home-tounsts producmg 2,800 The cruIse mdustry
produces just under 2,000 jobs Total job creatIOn IS 28,000 (16,000 and 42,000 for the low and lugh
scenarIOS)

Incremental Effects of Expanded TOUrism by 2004

pace of growth

low

mId

lugh

Recommended ActIOns

Needed Reforms

lObs

16,401

27,956

42,364

VISItors

897,080

1,210,605

1,556,560

AddItIonal reforms relate to Improvements m access, and to basIC mfrastructure ProfeSSIOnal
management of the country's two gateway auports, at Port-au-Pnnce and Cap HaitIen, up to
mternatIOnal standards, IS mdispensable, and extremely urgent There are safety and secunty
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problems hmdenng operatIOns at both ofthese airports, and should anyone problem become acute,
It would be a threat to contmued scheduled aIr servIce from the USA It IS urgent that the
government devIse an arrangement to pass management ofthese faclhties to professIOnal hands A
second reform related to access IS that ofborder facIhtatIOn by streamhmng formahties at the road
crossmgs wIth the DomlIDcan Repubhc The free flow oftounsts, oftheIr gUIdes, and ofthe vehIcles
that carry them IS essentIal for trans-border tourIsm to grow unhIndered

Specific Programs

AddItIOnal programs are recommended to meet several ObjectIves An mvestment adVISOry program
IS deSIgned to brmg together mformatIOn and to make It avaIlable to the mvestment communIty
ThIS WIll m part hft the fog currently enshroudmg the mvestment enVIronment for commercIal real
estate In order to update more of HaItI'S busmessmen m the latest busmess trends, a program to
strengthen the relevant trade aSSOCIatIOns IS proposed ThIs program WIll also eqUIp these
asSOCIatIOns to get more advantage from foreIgn asSOCIatIOns, and to better represent the mterests of
theIr membershIps VIs-a-VIS the HaItIan government through more effectIve lobbymg efforts

One measure to counter the dearth of statIstIcal mformatIOn related to tounsm busmesses IS the
creatIOn of a database and newsletter that WIll momtor trends and developments on a permanent
baSIS ThIS WIll make feasIblhty work on projects proposed mHaItI less arbItrary, thereby Improvmg
the mvestment enVIronment An program IS also proposed to reVIew the adequacy of the tounsm
trammg mstItute whIch IS to be upgraded WIth French asSIstance, and IS ultImately to graduate some
430 students a year m varIOUS skIlls

Fmally, a program to promote hIstonc renovatIOns, namely renovatIOns ofdlstmctIve old structures
for commercIal uses such as auberges, restaurants, and shops for example, IS mcluded These
structures, along WIth the Citadelle, are the hallmark ofthe country, prommently featured m much
of ItS pnnt and VIdeo pubhcIty Increased restoration of such bUIldmgs WIll Improve HaIti's CItIes
and towns for mternatIOnal tourIsm, and It IS a type of mvestment that IS hIghly worth promotmg

D HandIcrafts

HaItI IS Justly renowned for the nchness and dIverSIty of ItS handIcrafts Matenals used m theIr
fabncatIOn range from wood, metal and leather to sequms, glass, shells, hom and papler mache
HaitIan pamtmgs also span an mcredible dIverSIty, from SImple, tradItIOnal themes reproduced m
large quantItIes for the hIgh-volume, low-cost tounst market, to hIghly sophIstIcated and powerful
works by artIstS who are collected around the world and whose mdividual canvases fetch pnces well
mto the tens of thousand of dollars
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ThIS segment of the handIcrafts "mdustry" IS composed pnmanly of small "atelIers" or workshops
dIrected by a master artIsan who develops the deSIgns, finds markets, finances the purchase of
matenals, manages the busmess and supervIses productIOn ofanywhere from two or three up to two
or three dozen craftsmen who work eIther at the master artIsan's workshop or at theIr own homes
Orders are often mformally dIstnbuted among a network of craftsmen and women who regularly
work WIth the master artIsan, and who are paId on a part-tIme, pIecework basIS and only denve a part
oftheIr mcomes from thIS work

ThIs more "traditlOnal" segment of the HaItIan handIcrafts mdustry has a SIgnIficant domestIC
busmess fashlOmng decoratIve Items for sale to HaItIans, both reSIdents ofHaItI and members ofthe
HaItIan diaspora overseas, and m servmg mternatlOnal travelers vlsltmg Haiti for busmess or
pleasure Their most slgmficant export market currently IS m the Domlmcan RepublIc where most
wood carvmgs and other "tradItIOnal" handIcrafts sold at Domlmcan resorts and m Santo Dommgo
are, m fact, produced m Haiti Other export markets for "traditional" handIcrafts mclude the US
and Canada, and the other French-speakmg Islands of the Canbbean, MartImque and Guadeloupe
An mCIpient but potentIally large addltlOnal export market m the Caribbean consists ofthe Bahamas,
Barbados and the other Islands of the Eastern Canbbean and, potentIally, the northern coast of
Venezuela and ColombIa, mc1udmg the cruIse shIps that call at these ports Accordmg to one
expertl5

, most ofthe handIcrafts currently bemg sold to tounsts amvmg m the Bahamas are currently
ofTaIwanese manufacture Over 1 7 mtlhon stay over tounsts and 1 5 mIlhon crUIse shIp passengers
currently VISIt the Bahamas every year, and HaItI has dlstmct advantages m cost, qualIty and dIverSIty
whIch should allow It to compete successfully m thIS close by Canbbean market

ReadIly avaIlable StatIStICS on HaItIan exports do not adequately dlstmguIsh between handIcrafts and
other "manufactured" products, and the Pnvate Sector Assessment team dId not have the tIme to
conduct the ongmal research that should be done to better quantIfy and understand the handIcrafts
sector However, It IS eVIdent that Just the value ofexports to the Donumcan Repubhc must already
be at least m the range of $2 to $5 mIllIon U S dollars annually Current exports to other markets,
plus exports ofHaItIan art, must bnng the total value ofexport receipts from these sources to easIly
double the range CIted above

The "tradItIOnal" segment of the HaItian handIcrafts mdustry IS also estImated to employ about
75,000 people on a regular, albeIt mtermIttent, basIS As was descnbed more fully above, HaItI has
a major opportumty to develop a slgmficant,largely new, tounst mdustry whIch could grow very
rapIdly dunng the next two decades, under the nght condItIOns Thts explOSIve growth m potentIal
tOUrISt amvals to HaItI ObVIOusly sIgmfies an enormous growth potentIal for the sales of HaItIan
handIcrafts nght at home Thus, the ''tradItIonal'' segment ofthe HaItIan handIcrafts mdustry would
appear to have strong growth prospects both mto an expandmg Canbbean export market -- where
It IS pOIsed to become the dommant suppher -- and m the domestic market, hnked to potentially good

15 Charles Maynard, "Prospects for TOUrIsm Development for HaItI -- The Lessons of the CarIbbean RegIon",
presentatIOn to USAIDlHaltl, Apnl, 1997
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prospects for the successful development ofa sigruficant cruIse and stay over tOUrIsm mdustry over
the next two decades

AlongsIde the "tradItIOnal" handIcrafts mdustry, a more "modern" assembly manufactunng-onented
handIcrafts mdustry has been developed m Haiti mostly m the last decade TIns segment IS
represented by approxImately one-half dozen comparues operatmg out of mdustnal factory shells
m Port-au-Prmce who are essentially manufactunng decorative home furnIshings and other
"artisanal" products entirely for export to high-volume consumer markets m the U S and other parts
of the world mcludmg, m one case, ASia The range of products manufactured by this group of
exporters IS dIverse, mcludmg artIcles of wood and Wicker, wrought Iron, textIles, and other
matenals Many of the Items, as famIlIar as the wooden decoy and smaller decoratIve ducks sold
throughout the Uruted States, denve value from theIr deSIgn and from theIr surface decoratIOn, where
the tradItIOnal skills of HaItian artIsans are bemg transferred successfully to a more orgaruzed
manufacturmg settmg

TradItIonal HaItian deSIgn charactenstIcs are not eVIdent m the products of this segment of the
mdustry, as It IS pnmarIly competmg m the manufacture of products deSIgned m and for the
destmatIOn market However, as at least one manufacturer operatmg successfully m this area IS
shOWing, there IS scope for "antIcipatmg the market" from HaitI and developmg marketable deSIgns
that are acqumng a recogruzable modern HaitIan character that may ultimately proVide the baSIS for
differentIatmg the HaitIan manufactured handIcrafts product and capturmg a more protected, less
competItIve and hIgher margm market ruche One manufacturer VISIted by the team employs a full
tIme deSIgn staffof SIX people and has been successfully marketmg theIr conceptIOns as far away as
ASIa

ASIan manufacturers of housewares and home furnIshings, are probably the most dangerous
competItIOn for thIS segment ofthe HaItian "handIcrafts" mdustry, and these manufacturers -- which
mclude IndIan and Chmese firms m partIcular -- are very competitIve mdeed, from the deSIgn, cost,
qualIty and marketmg perspectlves Intellectual property nghts m new deSIgns are dIfficult to protect
m thIS hIghly competItIve market, makmg It necessary for HaItian manufacturers to be contmually
updatmg and adaptmg theIr product offenngs to meet the ever-adaptmg challenges of theIr
mternatIOnal competitIOn

FIrms operatmg m this segment ofthe mdustry m HaitI are presently few m number, but qUIte large
when compared to the typICal firm m the "tradItional" segment ofthe mdustry Employment ranges
from 2 to 3 hundred up to a couple ofthousand people at each ofthe half-dozen or so fIrms currently
operatIng m the "modern" segment of the mdustry, for a total estImated employment ofsomethmg
m the range of4-6 thousand The larger fIrms often dIVIde theIr productIOn between "assembly-Ime"
fabncatIOn done "m-house" for certam Items, to sub-contractmg of decentralIzed production from
more tradItIOnal artIsans or groups ofartIsans, for others Thus, there are lInkages between the two
segments of the handIcrafts mdustry, and all manner ofgradatIOns between the two That IS to say,
some of the larger tradItional master artIsans working outSIde of the Port-au-Pnnce manufactunng
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envIronment are movmg away from theIr dIstmctly HaItIan cultural base and mto more
"commoditized' product markets, and are accordmgly also beglluung to orgaruze productIOn more
along manufactunng hnes, even If m a more decentrahzed manner

Both segments of the mdustry are extremely competitIve and have good potentIal for contmued
growth For the "modem" segment, strengths, weaknesses, opportunItIes and threats largely parallel
those ofthe assembly manufactunng mdustry m general, as were descnbed above Both segments
benefit from HaIti's umque cultural and artIstIC hentage and from the prevalence of creatIve and
dexterous workers who are able to produce a dIstmgwshably hIgh-quahty product The pnncipal
weaknesses ofthe tradItional segment ofthe mdustry are those of small busmesses everywhere, 1 e
lack of developed management skIlls, undercapItahzatIOn, lack of access to credIt on competItIve
commercIal terms and weak marketmg capabIhty A major opportumty for the tradItIOnal HaItian
handIcrafts sector conSIsts of the potentIal to tie mto a boommg tounsm market at home, whIle the
major threats It faces are those that would stymIe the development ofHaltIan tounsm and mterfere
WIth the abIlIty to HaItIan artIsans to compete effiCIently for other segments ofthe Canbbean touflsm
market

As Will be dIscussed below, USAID aSSIstance aImed speCIfically at the handIcrafts sector should
focus partICularly on the ''tradItIOnal'' segment of the mdustry, as the needs of the "modem" sector
Will be adequately addressed Ifthe ObjectIves ofthe proposed program for assembly manufactunng
are met The tradItIOnal segment wIll reqwre more focused attentIOn, largely along the hnes of
small-scale enterpnse aSSIstance programs With speCIal emphasIS on orgarnzatIOn for effective export
marketmg
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V PARAMETERS FOR STRATEGY DEVELOPMENT

A Structure of the Current USAID Program

The USAID/Haltl program IS composed of three strategIc ObjectIves 1) SOl, focusmg on
democracy, JustIce, and human nghts, 2) S02, focusmg on economIC growth, and 3) S03, focusmg
on health, populatIOn, educatIon, and food secunty

SO1 has two programs the Democracy Enhancement Program (DEP) and the AdmimstratIOn of
Justice (ADJ) program DEP mcludes the human nghts activIties, strengthemng governance and
assIstance to ParlIament The AOJ program mcludes trammg ofJudges, and the prosecutor's case
trackmg system At this tIme, neIther DEP nor the ADJ program has focused on economIC growth
Issues It IS clear, however, that both programs could play key roles m Improvmg the enVIronment
for economIC growth DEP has already establIshed a structure for commumty dIalogue, wmch could
playa key role m developmg a publIc-pnvate sector dIalogue AOJ, already playmg a key role m
trammg Judges for cnmmal proceedmgs, could playa key role m developmg better adjUdIcative
systems for commercIal cases These opportumtIes are more fully descnbed m the matnx ofpnvate
sector program recommendatIOns

S03 has two programs EducatIOn 2004 and Health systems 2004 DIalogue With the S03 team
leader has IdentIfied several opporturutIes for usmg pnvate sector mechamsms to achieve the goals
oftms SO The educatIOn program, m partIcular, has developed technologIes for dIstance educatIOn
WhICh mIght be appropnate for the publIc educatIOn campaigns outlmed m the pnvate sector
program recommendatIons SImIlarly, Opporturuties eXIst to develop local productIOn of fortIfied
cereals and other foods that can help Improve the nutntIOnal status ofchildren, as well as to utIlIzed
pnvate marketmg and dIstnbutIOn channels for a WIde range of products mcludmg, e g water
punficatIOn tablets, dewormmg medicmes, etc Pnvately orgamzed and managed chmcs provIdmg
a range of servIces from pnmary through acute care offer an Important opporturuty to make up for
some ofthe defiCIencIes m HaIti's publIc health system S03 has venture capItal resources avaIlable
to It to support small projects m the areas named above, and several small projects mvolvmg a
collaboratIOn With pnvate busmesses are at early stages of development

S02 has three programs ASSET, PRET, and COFFEE ASSET IS composed of three elements,
PLUS, whIch bnngs soIl management technologIes and mtroduces commercIal agncultural
opportumtles to rural farmers, a rural, commuruty managed envIronmental actIOn program wluch
mcludes bUIldmg soIl conservatIOn structures and the mtroductIOn ofcommercially managed forests
for rural areas, and pollcy and management aSSIstance to the Mlmstry's of Agnculture and
EnVIronment COFFEE has succeeded m commercialIzmg mountam grown Haitian coffee, under
the label of HaItian Bleu The PRET program IS currently focused on three elements finanCIal
mtermedIatIon, non-financial asSIstance to microenterpnses, and polIcy reform Each of the
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elements ofS02 seeks to use market forces to achteve Increases In eIther employment or Income for
poor HaItIans

In additlOn, S02 has been developmg the followmg actIvItIes as precursors to the development of
a new pnvate sector program In 1997 development ofnew agrIcultural export crops, formatlOn of
an agncultural export associatlOn, development of ruche markets for handIcrafts In the cruIse
mdustry, development ofnew cruIse busmess for HaltI, and development ofa trammg program for
tounsm servIce personnel

B Structure of Other Donor Programs

Multl1ateral and bdateral support IS very sigruficant In Halti The actIvItIes supported by other
donors and lenders are Important for the pnvate sector USAID's and other agencIes must coordmate
theIr actIvItIes to collaborate m achIevmg common obJectIves, to aVOId unnecessary duphcatlOns,
and to maxImIze the mter-connectlOns amongst Imtmtives

Bilateral and multl1ateral pnontIes and program have already been estabhshed m many cases, at least
through 1998 There IS consIderably more flexIbIhty m planrung for 1999 and thereafter

The focus of key donor COlnInItmentsl6
, are as follows

Donor Focus ofactivities Commitments (USD m)

IDA Pohcy reform, poverty 390
alleviatlOn and socIal sectors,
rural development and
envIronmental rehabditatlOn

lOB Pohcy reform, agnculture, water 715
and urban mfrastructure,
transport, educatlOn

IMF Pohcy reform 165

16 Source The World Bank, from donor estImates submItted to the World Bank for 1995-97, except for IDA and
IDB (1995-99)
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European Uruon PolIcy refonn, governance, 380
agrIculture, transport, energy,
humarutanan assIstance

UNDP Governance, humarutanan 50
assIstance

France Governance, water and urban 95
mfrastructure, humarutanan
assIstance
Governance, energy, pnvate 75

Canada sector development,
humarutarIan assIstance

Gennany AgrIculture, water and urban 70
mfrastructure, energy

USA PolIcy refonn, governance, 265
health, humarutanan aSSIstance

Other Vanous 210

Total 2,415

AppendIx G presents commItments by major sector (for sectors closely related to prIvate sector
development) by country, and lIsts major projects related to those sector

The shared mterests of the varIOUS donors speak strongly for much donor collaboratIOn and
coordmatIOn The ImplementatIon of donor/lender-supported actIvItIes should be coordmated
amongst agencIes and With the government EspecIally for encouragmg decentralIzed economIC
clusters, collaboratIve focus on agreed pIlots IS an Important step

The World Bank, IDB, EU, and several bIlateral donors are addressmg some Immediate
mfrastructure urgencIes PrIVatIzatIOn Issues are sImIlarly the focus of several agencIes, mcludmg
USAID WhIle some baSIC servIces stIll reqUIre cOmmItments, HaItI IS now at a stage, m tenns of
donor actIvIty, at whIch It Will benefit from mcreased focus on polIcy development and
ImplementatIOn, and from VISIon-dIrected, multI-year programs to encourage sectoral growth and
busmess development
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The IDB Interests correspond to many of the elements of the proposed HaItIan Pnvate Sector
Development Strategy, and USAID should endeavor to work WIth the IDB as a strategIc partner
IDB projects Include focus on Infrastructure and servIces, pnvatizatIOn, Industry, decentrahzatIOn,
governance and polIcy reform, educatIOn and agnculture, amongst others A small IDB program
element focused on concrete Investment facIlItatIOn (Mr Weets IS the cluef actor for the IDB ) IS a
good, "hands-on" model that should be supported and replIcated

The World Bank's lendIng program, very sigruficant, but smaller than that of the lDB, SImIlarly
support the thrust of the Pnvate Sector Development Strategy The World Bank Program mcludes
InItIatIves In Infrastructure and servIces, agnculture and rural development, and governance and
polIcy reform, amongst others

The program of the European Uruon still reqUIres defirutIon It wIll mclude numerous
complementary elements The EU's program speCIfically mcludes small lrutIatives focused on
pnvate sector development and on tounsm

Many bIlateral donors are also fOCUSIng on complementary actIVIties Thus, there are numerous
donor commItments to support pnvate sector development, and there appears to be relatively
conSIstent VIews amongst agenCIes as to the reqUIrements for pnvate sector growth However, there
IS a need for leaderslup Within the donor commuruty With as to the VISIon for Haiti's busmess sector,
and how that VISIon can be aclueved USAID IS recogruzed as the Intellectual leader In pnvate sector
development, and thIS IS a role that we recommend for USAID

C USAID Comparative Advantage

USAID's comparatIve advantage m HaitI denves from three qUIte dIfferent factors USAIDIHaltI's
comparatIve advantage lIes first m the nature ofthe geopolItIcal strategIC Interest ofthe Uruted States
In creatmg and maIntammg a polItically and economIcally stable envIronment, second, In the
InstitutIOnal capaCIty of USAID globally, and thIrd, m the unIque capaCIty of the USAIDIHaIti
MISSIOn

The geopolItICal Interest of the Uruted States m HaitI IS qUIte lugh, gIven the geograpluc prOXImIty
of the country, the presence of sigruficant numbers of HaitIan-Amencans m key POlItICal states m
the Uruted States, and the polItical capItal that the current AdmirustratIOn has placed m Its success
In returrung HaIti to democracy and StabIlIZIng the tranSItion process

The mstItutIOnal capaCIty ofUSAID m pnvate sector development IS qUIte sigruficant USAID has
been a leader m the field for twenty years, and remains an Innovator In the field, whether It IS m the
development ofcapItal markets, or the creatIOn of models for developmg natIOnWIde dIalogue and
futurmg exerCIses USAID has led efforts worldWide to remvlgorate economIC growth through
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market mechamsms m dIfficult sItuatIOns, the most recent ofWhICh mclude Bosma, Eastern Europe,
South AfrIca, and Cambodia In all ofthe precedmg countnes, USAID led the process ofachIevmg
development goals through targeted techmcal assIstance and market mechamsms USAID was the
donor who developed sustamable models for mlcroenterpnse lendmg, and the development ofhIgh
performmg export promotIOn models As a result, USAID has a large reserve mstitutlOnal memory
as well as current resources to draw upon

The HaItI MISSIon Itselfhas sIgmficant and unIque comparatIve advantages FIrst, the MIssIon has
a long hIstory m HaItI, and has therefore had the opportumty to develop lInkages WIth many sectors
ofHaItIan SOCIety and WIth hIgh level counterparts Also as a result, USAID/HaItI has a hIgh level
ofcredIbIlIty (an Important advantage whIch should not be undervalued) In fact, the recent MISSIOn
"Futurmg ExercIse" found that USAID/HaItI was hIghly credIble The credIbIlIty of
USAIDIMlsslOns world-wIde has played an Important role m theIr effectIve achIevement polIcy
reform goals Second, the MISSIon has a larger presence m HaItI than any other donor ThIS means
that not only does the MISSIon has greater resources m terms ofprogram management and planmng,
but It also has greater mformatIOn resources as well ThIrd, the MISSIon carnes authonty to plan and
Implement programs that far exceeds that of other donors Therefore, the MISSIon has greater
fleXIbIlIty and responSIveness, whIch IS mformed by the staffs dally contact WIth deCISIon-makers
Lastly, the MIssIOn's lInkages WIth Washmgton proVIde It WIth access to a large pool ofexperts who
can be drawn on qUIckly and appropnately

D Proposed USAID Private Sector Coordmatlon Role

DespIte theIr unfortunately too-negatIve Image m HaItI, pnvately-owned and operated enterpnses
eXIst and are unIversally granted legal recogmtlOn and protectIOns because they perform a range of
SOCIally-useful and necessary functIOns better than any other SOCIal mstItutIOns yet deVIsed As has
been recogmzed even m the stIll-communIst People's RepublIc of ChIna, no economy can sustam
hIgh rates of growth for an extended penod WIthout them They are Just as Important for the
development of a SOCIety m all ItS dImenSIOns, and Just as worthy of respect, as are schools, polIce
forces, courts, legIslatures and houses of worshIp

Enterpnses can not functIOn m a vacuum, however, but reqUIre a complex framework of laws and
supportmg market mstltutIOns to be present m order to functIon well These mclude a legal
framework that defines and protects pnvate property nghts, a system to uphold and enforce
contractual nghts and oblIgatIOns, freedom to buy and sell/lend or borrow on pnvately-arranged
terms WIthout undue outSIde mterference, freedom ofmovement ofpersons and goods, freedom from
restnctIOns that arbltranly lImIt access to markets or servIces, legal protectIOns and avenues of
redress agamst predatIOn by other firms or by the agenCIes ofgovernment, and a host ofother well
known condItIOns prOVIded by SOCIety to enable firms to operate freely for the common good
SOCIetIes that have acmeved a mgh-degree ofeconomIC success have gone further stIll, even to the
pomt of defimng one of the pnncIple ObjectIves of government as bemg to do everythIng that It IS
pOSSIble to do for busmess, except protectmg It from competItIOn
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HaItI lacks a healthy busmess culture Durmg Its entIre hIStory, the evolutlOn and role of firms as
SOCIal mstitutlOns has been stunted, and their numbers have tended to be dommated, first, by a neo
coloruahst mercantIlIst ehte orgaruzed around the exportatlOn ofpnmary agncultural products grown
on large plantatlOns or by an explOIted peasantry, and later, by a type ofcrony capltahsm alhed to
a dlctatonal and predatory state for the purpose ofrestnctmg market access and potential competItlOn
so as to enable the extractlOn of large economIC rents from a defenseless populatlOn DespIte the
eXIstence of mghly capable and VISIonary mdlvldual entrepreneurs m HaIti, and theIr contmual
attempts durmg the last generatlOn to emerge as the dommant paradIgm for a new era, the
development of a modem and progreSSIve busmess commuruty based on open competItlOn m an
mternatlOnal marketplace has been repeatedly styffiled, generally by the mappropnate actlOns of
government, sometImes With the support of mternatlOnal donor orgaruzatlOns

The lack of a healthy busmess culture, and the lack of expenence With a strong, stable and
progreSSIve busmess commuruty whose actIVItIes are clearly to the benefit of the SOCIety at large,
have generated a mentahty among large segments of the HaItian populatlOn that IS fundamentally
dIstrustful ofbusmess, and that holds the maJonty ofbusmesspeople m low esteem Tills mentalIty
IS unfortunately fairly prevalent among publIc offiCIals, who, even m the best ofcases, tend not to
have much regard for pnvate enterpnse, and lIttle understandmg of how theIr actlOns can harm or
can help, both directly and mdlrectly, the development ofstable, growmg busmesses DeCISIons are
made based on pohtIcal, IdeologIcal, or analytICal/academIc grounds, With very httle dIrect
observatlOn of what IS actually gomg on, or of what effects pohcles and programs are actually
havmg VIrtually no commurucatlOn takes place between the pnvate sector and the government that
actually succeeds m the transfer of mformatlOn Even when mfrequent dIalogue occurs, the partIes
speak a dIfferent language and see tffings from dlstmctly dIfferent perspectIves

Donors, m turn, are natlOnal or mternatlOnal pubhc sector orgaruzatlOns that operate pnmanly
through their relatIOnshIps to government TheIr prImary dialogue IS With members of the
government of whatever country they happen to be workmg m and they often find It dIfficult to
obtam rehable mformatlOn on what IS happenmg m the busmess commuruty despIte the efforts they
may make to estabhsh and maIntam contacts The macroeconomIC dIalogue IS partIcularly
dommated by government, as donor contacts WIth the pnvate sector tend to be estabhshed at the
operatIOnal sectoral levels, follOWing their own mternal orgaruzatIOn For these reasons, sometImes
madequate attentIOn IS gIven to the Impact of donor-supported pubhc sector programs on pnvate
busmesses, eIther for good or for Ill, or on how ImplementatIOn alternatives can quahtatIvely
Improve or harm the enVironment for pnvate sector development

These Issues are partIcularly Important m a country hke HaIti that has so few stable mstItutIons eIther
m the pubhc or pnvate sectors, and where the few prIvate enterpnses that remam follOWing a decade
of turmOIl and mstablhty, are very weak and unable to advocate effectively m their own behalf In
such a situatlOn, the very fact ofchannehng large amounts of resources through the government -
for pubhc works or general budgetary support -- puts the government m a dommant monopsorust
pOSItion m relatlOn to the pnvate sector and mevltably dIstortS the functlOrung and future
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development ofdomestIc markets DecentrahzatIOn can be a partial response to guard agamst tlus
danger, but addItIOnal efforts need to be made to find ways to deal With and asSISt pnvate enterpnses
duectly, and enable them and the markets they operate m to grow to the pomt where they can
effectIvely fulfill theu SOCIetal functIOn

At some level, sustamable economIC growth means the growth of efficient pnvate enterpnses
functIOmng m open and competItive markets If HaItI'S formal sector busmesses fall, there IS very
httle hkehhood ofbemg able to bnng about suffiCient growth to have an Impact on poverty Because
oftheIrhlstoncal underdevelopment, compared even to otherpoor developmg countnes, and because
of theu extremely weakened condItion at the present time, the mternatIOnal donor commumty can
not take the SurvIVal ofpnvate enterpnses and of market mstItutIOns for granted m Haiti They are
not m a pOSItIOn, as a general rule, to adequately look after themselves m a system that IS tendmg to
be dIstorted towards ever mcreasmg governmental predommance, partly as the umntended result of
donor actIVIty Itself

For the above reasons, we beheve It IS Important for the donor commumty as a whole to raIse ItS
conSCIOusness of busmess and market development Issues m the structunng of theIr programs m
HaIti, and to recogmze the central Importance that the development ofa healthy busmess commumty
has for the achIevement of growth, employment and quallty-of-hfe objectives Wltlun the donor
communIty, It IS Important that one or more organIzatIOns exphcltly take on the responslblhty of
contmuous momtonng and reportmg of pnvate sector condItions and the dehberate functIOn of
Identlfymg and developmg new mechanIsms whereby the donor commumty can operate m a manner
that mlmmlzes market dIstortIons and that IS more duectly SupportIve of enterpnse development
Among the donors, we beheve that USAID IS unIquely well-Situated to take on tlus set ofleadershIp,
coordmatIOn and support roles -- for reasons that have been enumerated above -- and we urge the
mISSIon to carefully analyze the current SItuatIOn and take on responslblhty for fulfilhng thIS much
needed and VItally-Important functIOn

80



VI OPTIONS FOR A PRIVATE SECTOR DEVELOPMENT STRATEGY

A IntroductIOn

In tlus chapter, we present and bnefly descnbe a long hst of alternative activities for the
consideratIOn of USAIDlHaitl These activities are specifically-designed -- m hght of current
USAID and other donor programmmg -- to complete the set ofactIOns that the Pnvate Sector team
beheves are Important for overcommg the specific sectoral and economY-Wide constramts Impedmg
more rapid development of the busmess sector and the Hattlan economy, which were analyzed at
length m Chapter IV, above

The activIties hsted are all recommended for ImplementatIOn We beheve that they are all Important
for achlevmg the strategic pnvate sector objectives enunCiated earher However, we recogrnze that
certam activities are less cntlcal than others, and that there may well be scope for either delaymg
startup or scalmg-down certam actiVIties, while others need to be Implemented qUickly and as
deSigned m order to accomphsh their objectives We have attempted, therefore, to prOVide gUidance
to USAID m dlstmgUlslung among those recommendatIOns that we conSider to be tlme- and scale
cntlcal, and those m which there may be greater flexlblhty m regards to ImplementatIOn A sconng
system deVIsed to convey tlus gUidance WIll be descnbed below

Also, the team recogruzes that It Will neIther be pOSSible nor appropnate for USAID to attempt to
Implement all activIties Itself Many of the actiVitIes proposed fit well With the ongomg programs
and capablhties ofother donors worklOg m Hattl -- and less well perhaps With those ofUSAID For
these, USAID may seek to collaborate With such other donors m actIVIty deSIgn and development,
leavmg ImplementatIOn to them Agam, the team has attempted to prOVIde gUidance as to how
closely each activity fits With USAID expenence and capabIhties m Haiti, and tlus second sconng
system IS also descnbed below

The macro-structure ofthe proposed Pnvate Sector Development Strategy for Hattlls composed of
three mam program areas

I Pnvate Investment and Employment GeneratIon Program These are actIVItIes that are
deSIgned to dIrectly mfluence pnvate mvestment and employment generatIOn at the sectoral
and general-economy levels ThIs IS also the largest component ofthe proposed strategy, as
measured m tenus ofproposed fundmg levels

2 Pubhc-Pnvate PartnershIp Program These actIVItIes are atmed at Improvmg the qualIty of
pohcy formulatIOn, legIslatIon and regulatIOn of pnvate sector actIVIty, and m general at
helplOg to bnng mto bemg an effectIve dialogue and functIOrung partnerslup between the
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publIc and the pnvate sectors m HaItI ThIs IS a VItally Important programmmg area for
pnvate sector development m HaItI, although It should be recogmzed that progress on some
fronts WIthIn It may be slow For thIS reason, It wIll be Important for the overall strategy to
advance SImultaneously WIth elements ofall three programs, and to desIgn actIVItIes WIthIn
each m such a way as to allow them to advance mdependently ofone another, to the extent
pOSSIble

3 Human Resources & InstItutIOnal Strengthenmg Program Agam, thIs set ofactIVItIes IS as
Important as eIther of the pnor two, but Impact achIevement WIll be more mdrrect and may
proceed at a dIfferent pace from eIther of the other two mam program areas recommended
Complementarltles should be recogmzed and explOIted by USAID management as
ImplementatIOn progresses, but care should be taken to aVOId havmg lack ofprogress m one
program area adversely affect ImplementatIOn m the other two

As shown below, the Pnvate Sector team estImates an annual USAID and other donor fundIng
reqUIrement ofapproxImately $32 mtllIon dollars begInmng In FYl998 to fully support the proposed
PrIvate Sector Development Strategy, and total expendItures ofalmost $134 mIllIon, concentrated
over the next four years, but extendmg up to 10 years for certam actIVItIes

Table VI 1 below contams a full lIst of the actIVItIes of the proposed Pnvate Sector Development
Strategy for HaItI, grouped m the three major program areas deSCrIbed above, and by theIr sectoral
or economy-WIde deSIgn-scope An ImtIal estImate ofcost for each actIVIty IS summanzed m Table
VII, as IS the recommended duratIOn of each The basIS for these estImates IS gIven m mdlvldual
actIVIty descnptIOns presented m sectIOns B through D of thIs chapter, below, as IS the basIS for the
prIonty classIficatIOns gIven

PrIontIes, as descnbed above, are Intended to prOVIde gUIdance on two Issues the amount of
fleXIbIlIty there mayor may not be In actIVIty ImplementatIOn m order to achIeve full employment
Impacts, and, USAID pnorIty In terms ofthe "closeness-of-fit" ofeach proposed actIVIty WIth other
aspects of USAlD expenence and capabIlItIes In HaItI
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Employment Pnonty IS mdicated as bemg "core", "lugh", or "medIUm" accordmg to the followmg
cntena

Criteria Defimng "Employment Priority"

Pnonty IndIcator Magmtudeof Urgency ofTImmg Importance of
Employment Impact Mimmum Scale

"core" or "C" lugh lugh lugh

"hIgh" or "H" mgh fleXIble fleXIble

"medIum" or "M" medIum fleXIble fleXIble

USAID Programmmg FIt IS mdicated as bemg "Umque/SpecIaI", "Good-FIt", or "Opportumty"
These are mtended to mdicate the team's Judgment as to whether there IS anytlung that makes
USAID espeCially appropnate among all the other donors to Implement the actlvity m questIOn,
whether there IS a good fit between the proposed actIvIty and other Agency and mISSIon expenence
and capabIlItIes, such as the programs of the other 80s, for example, or, whether the aCtlVIty may
represent a good opportumty for the U8AID mISSIOn, but may not necessanly match mISSIOn
expenence and capabIlItIes as closely as others
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Table VI 1 Summary of Private Sector Program Recommendations
Total Cost Time to Employment USAID

Annual Cost Duration Increment Achieve Impact Programmmg
Program/ActIVIty Increment (years) ($000) Impacts PrIOrity Fit

ST/MT C/H/M U1G/O

I Private Investment and 22,775 105,100

Employment Generation
!Program
Ii\ssemnblysector 4UU tjuu
ObtaIn "Super 507" Waiver 100 1 100 ST H U
Obtam Temporary Special Trade 100 1 100 ST H U
Preferences for HaitI
Plan New industrial Parks & Infrastructure 200 2 400 MT H 0
Outside PAP (2)
Tourism 925 1,200
PrIvate Management of Docks 100 2 200 ST H G

100 1 100 ST H G
AIrport ConcessIOns & Upgradmg
Cruise Industry Revival Support 300 1 300 ST C 0
TOurIsm Readmess Programs Jacmel, 100 2 200 ST H G
Jeremle & Cap Haltlen
Port-au-Prmce Cruise AttractIOn 75 2 150 MT H 0
Cltadelle/Sans SOUCI Upgradmg 250 1 250 ST H 0
AgrIbusmess 4,250 26,300
Market Town CollectIon & Processmg 1,250 4 5,000 ST H U
Centers (20)
Rural Credit ExpansIOn 2,500 8 20 000 ST C U
Market information Program 200 5 1,000 ST M G
Export Infrastructure Plannmg 300 1 300 MT M 0
Handicrafts 350 1,300

250 4 1,000 ST H U
Handicrafts Export Market FamilIarIZatIOn
Lmkage to Tounsm Development 100 3 300 MT H G
ConstructIOn 5,550 24,050
Rural Road RehabilItatIOn 2,000 3 6,000 ST H G
Rural Road Mamtenance 500 8 4,000 MT H U
lITIgation Systems Mamtenance 500 3 1 500 MT H U
Low-Income Housmg Guaranty 2,500 5 12,500 MT H U
GOH/Donor Procurement Matenals 50 1 50 ST M 0
SpeCificatIOns Review
Economny-Wlde ActiVities 11,300 51,650
Money Market Development 200 1 200 ST M 0
Housmg Fmance System Design 100 2 200 MT H G
Fmanclal Market InformatIOn 50 3 150 ST M 0
Contractual Savmgs Systems 250 2 500 MT H 0
Formal Sector Fundmg of Informal 500 5 2,500 ST H U
Lenders PIlot Program
EqUIty Capital MobilIZatIOn 4,000 3 12,000 MT H 0
Partial Credit Guarantees for Workmg 1,500 10 15,000 ST C U
Capital & Investment
PrivatIzatIOn of SOEs 0 C G

LiberalIzatIOn of Ownership & 250 2 500 MT C G
Management ofNew PublIc UtilIties &
Infrastructure
Export & Investment PromotIOn 2,000 5 10,000 MT H G



'One-Stop Shop" for Investment 250 5 1,250 ST M 0
Approvals & Llcensmg

Local PrIvate Enterpnse initiatives 600 3 1,800 ST H U
iFundmg

Geographic Coordmatton & Focusmg of 250 6 1,500 MT H U
PrIvate Sector initiatives
For-Profit Busmess Service Centers (20) 350 3 1,050 ST H U

1,000 5 5,000 ST H G
Regional DemonstratIOn Centers (5)

5~II Public-Private Partnership 13,550
Program
Assembly Sector JbU 900

Port & Customs Admmistration for 250 3 750 ST C G
Secondary Cities
Free Trade Zone LegislatIOn 50 1 50 MT H G
Facllttate Dialogue Labor Issues/ Counter 50 2 100 ST H U
Negative Press
TourIsm 50 50
Tounsm Investment Code 50 1 50 MT H G
IAgnbusmess 200 400
PrIcmg & Trade Pohcy Reforms 200 2 400 MT H G
Economy-Wide 4,750 12,200
Macroeconomic Pohcy Development & 0 0 C G
ImplementatIOn
Secunty & Law Enforcement 0 0 C U

250 2 500 MT H 0
Urban & Rural Land Tenure Studies & TA

Improved Cost Recovery & 400 3 1,200 MT M 0
[AccountabilIty m DecentralIzed Service
Dehvery
Improve Local Tax Collection 500 3 1,500 MT M G
Pubhc Interest Regulation of 250 2 500 MT C U
Privately-Managed Utlhties

Public-Private CooperatIon m Local Land 300 2 600 MT M 0
Use Management

250 2 500 MT M 0
Tax & Regulatory Reforms &
Enforcement to Strengthen Formal Sector
Pohcy Mentormg 300 2 600 ST C U

1,500 2 3,000 MT H U
~attonal Futures Scenario Plarmmg

CommUnICatIons, ClVIC Education & 600 3 1,800 ST C U
PartICIpatiOn

Agents of Change & Promoters of 100 5 500 MT M G
DIalogue
Parhamentary Pohcy Research & AnalySIS 300 5 1500 ST M 0
Support

III Human Resources & ~,650 14,950

Institutional Strengthenmg
Program
Assembly 1UO 300
OrganIze On-the-Job Trammg 100 3 300 ST M G
Tounsm 350 750
Tounsm Database 150 1 150 ST M 0



Tounsm Trammg 100 3 300 MT M 0
Tounsm Public EducatIOn & ReadJIless 100 3 300 MT H G
Program
Agnbusmess 1,000 5,000
I\pphed Agncultural Research & 1,000 5 5000 MT C U
ExtenSIOn (20 agents)
HandIcrafts 800 2,700

350 2 700 MT M 0
lArts & Crafts Improvement Program

200 5 1,000 MT M 0
HandIcrafts Trammg & DesIgn Centers
HandIcrafts Export Marketmg AssocIatIon 250 4 1,000 ST H G
Support
ConstructIOn 100 200
BUlldmg Trades SkIlls Trammg 100 2 200 MT M 0
Economy-Wide 1,300 6,000
Busmess AssociatIons Support 400 5 2,000 MT C U
Local Government Trammg 500 4 2,000 MT H G
Peace Corps Program 0 ° ST H U
Pubhc EducatIon 400 5 2,000 MT H G
Total, Private Sector Strategy 31,775 133,600



The followmg pages contam a bnef descnptIOn of each of the above proposals, orgamzed m the
same order as m Table VI 1 Tlus sectIOn IS mtended as a reference for USAID program desIgners
The less detatl-onented reader may WIsh to slap ahead to SectIOn C, "Next Steps In Strategy
Development and ImplementatIon"

B DescriptIOn of Individual Action Proposals

1 Private Investment and Employment GeneratIOn Program

a AssemblylLlght Manufacturmg

Obtam "Super 507" Waiver ofRestrictIOns on Export/Investment PromotzonlFTZs

GIven the specIal pnonty ofHaItI for U S foreIgn polIcy, USAID should request a waIver ofSectIOn
599 legIslatIon enacted m 1993 to prohtblt AID from supportmg programs In developIng countnes
that have a negatIve Impact on U S Jobs, especIally assIstance to export assembly and the
development ofFree Trade Zones "Super 507" provlSlons apparently authonze the U S Secretary
of State to exempt partIcular programs from the prOVIsIOns of thts legIslatIon, on the basIS of the
hIgher U S foreIgn polIcy Interests In general, SectIOn 599 legIslatIOn Ignores the U S Job-creatIng
effects ofexpandIng developIng-country capacIty to Import US-made goods based on the growth
oftheu own manufactured exports to the US In the case ofHaltt, the US enJoys a huge bIlateral
trade surplus whtch would only expand as a result of IncreasIng HaItIan foreIgn-exchange earmngs
from export assembly and FTZs Further, It IS hard to ImagIne HaItIan labor senously threatenmg
US Jobs gIven the very small SIze of the HaItIan assembly Industry (one-fiftIeth the SIze ofChtna,
for example, In terms ofapparel exports to the US) HaItIan free trade zones would compete more
WIth other thIrd world countrIes than WIth U S manufacturers, a fact whtch should be venfied In a
subsequent USAID-funded study

It IS proposed that the USAID mISSIon budget approxImately $100 thousand to enable It to conduct
thIS and other short studIes that may be needed to document the Importance ofthe assembly Industry
as a vehtcle for Job creatIOn In HaItI, and mtmmal nature ofthe threat posed by the HaItIan assembly
Industry for U S Jobs

Thts actIvIty IS mdlcated as haVIng a htgh pnonty In terms of employment Impact, meamng that It
should be done on an urgent basIs, but that there may be some fleXIbIlIty m fundmg If mISSIOn or
AID-Washtngton staffare suffiCIently able to document the case for a WaIver Without need ofoutsIde
consultants The actIVIty IS deSIgnated as bemg "Uruque/SpecIal" m terms ofUSAID expenence and
capabIlItIes, as thts IS clearly somethtng that can only be done by AID as opposed to any other donor
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Obtam Temporary Specwl Trade Preferences for Hauz

The seventy of the HaItIan cnsls, theIr possIble negatIve reperCUSSIOns on the US, and the depth
of the U S conllmtment to HaItI are such as to amply JUStIfy specIal measures to asSISt HaItI m
reestablIshmg ItS economy and consolIdatmg a stable democratIC framework for self-government
SpecIal, temporary (10-year) speCIfic trade preferences for HaItI, enacted m advance of broader,
regIOnal trade Imtlatives that are under conSIderatIon An example ofsuch aspeCIal trade preference
mIght be atemporary duty-exemptIOn on apparel and other manufactured goods assembled mHaItI
under SectIOn 9802 ofthe Harmomzed TarIffSchedule ofthe Umted States (formerly known as the
806/807 programs) ThIs would gIve HaItI a temporary speCIal advantage m competmg for assembly
busmess With other, more powerful and better-advantaged countrIes such as MeXICO m partIcular,
whIle encouragmg the preservatIOn ofa maxImum ofU S -content m HaItIan assembly exports back
mto the U S

In our VIew "NAFTA-panty" IS too broad and complex a concept to permIt expedIted conSIderatIOn
and approval for HaItI, and we therefore propose IdentIficatIOn of speCIfic preferences such as
temporary duty-exemptIon that would pnmarIly have the effect of makmg HaItI a more attractIve
place for foreIgn busmess to conSIder

As above, the PrIvate Sector team recommends fundmg a modest budget of approxImately $100
thousand to permIt USAID/Haitl to IdentIfy the most appropnate speCIfic preferences to be requested
and to prepare the necessary documentatIOn for AdmimstratIOn and CongressIOnal conSIderatIOn

The actIVIty IS deSIgnated as havmg "hIgh" employment Impact and "UnIque/specIal" USAID pnonty
for exactly the same reasons as for the actIVIty ImmedIately above

Plan New Industrzal ParkslEPZs & Supportzng Infrastructure Outszde Port-au-Prznce

Cap-Haitien and Gonaives both have adequate port mfrastructure to rapIdly be adapted to servIce the
needs ofan decentralIzed export assembly m or around those CItIes Les Cayes and St LoUIS du Sud
have condItIOns whIch may also be favorable for the development ofdecentralIzed export assembly
operatIOns provldmgJobs outSIde ofthe overly congested capItal CIty, though these Will reqUIre more
extenSIve port mvestments m order to accommodate even small contamer-carrymg freIghters

Before pnvate groups or other donors can adequately assess theIr capaCIty to finance the
Infrastructure reqUIred to establIsh decentralIzed export assembly operatIons many ofthese 41eadmg
locatIOns, studIes WIll be needed to establIsh mIIDmum reqUIrements to expand marItIme freIght
servIce to these locatIOns, IdentIfy and cost out the mfrastructure Improvements that Will be needed
m order to establIsh mitIal operatIons, and venfy mvestor mterest m the projects USAID can play
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an Important catalytIc role m the development of decentralIzed export assembly operatIOns m one
or more ofthese locatIOns by fundmg the necessary prefeasibilIty studIes It IS proposed that USAID
budget $400 thousand for expendIture over the next two years to enable It to fund two such
prefeasibilIty studIes The actIvIty IS Judged to be of hIgh pnonty m that ItS employment Impacts
are estImated to be lugh, but that tImmg ofImplementatIOn and suggested fundmg could be modIfied
m lIght of developments over the next few months

In partIcular, passage ofFree Trade Zone legIslatIon such as IS bemg drafted for consideratIOn ofthe
HaItIan ParlIament would generate greater urgency m begInmng these studies FaIlure to pass such
national legislatIOn should not be allowed to thwart decentralIzatIOn ImtIatlves for export assembly,
however, as It may stIll be possible and deSIrable to negotIate specific legislatIOn or regulatory
authonzatIOn for mdlvldual projects

b Tourism

PrIvate Management ofCrUlse Docks

The sooner some mechamsm can be found to bnng the cruise dock at Cap HaitIen under pnvate
management (conceSSIOn, lease, management contract) even m advance of(or m the absence of) the
pnvatlzatIOn of the natIOnal port authonty, the sooner It can be reconditioned, put under relIable
management, and promoted to the cruise operators for resumptIOn of service If necessary m
advance ofpnvatizatIOn, a polItIcally acceptable formula must be deVised to pass the operatIOn on
to pnvate hands as soon as possible

SimIlar observatIOns pertaIn to eXlstmg dock faCIlItIes at Jacmel and Jereffile, as well as to any mmor
new faCIlItIes that might need to be put mto place to support cruise shIp operatIOns In locatIOns such
as Ile de la Tortue, Ile de la Gonave, Ile a Vache, etc It IS proposed that $100 thousand per year be
budgeted for 2 years to allow USAID to asSiSt In the planmng and ImplementatIOn ofarrangements
allowmg for pnvate management ofthese faCIlIties ThIS actIvity can generate a slgmficant amount
of employment m a short penod of tIme, particularly through ItS lmkages back to the handicrafts
sector, and fits well With USAIDlHaItI's expenence and capabilItIes In pnvatIzatIon of publIc
services

Gateway AIrport Management ConceSSlOns & Upgradzng

ProfeSSIOnal operatIOn of the natIOn's two key gateway aIrports IS mdIspensable for touflsm
expanSIOn It IS urgent that separate conceSSIOns for the operatIon and upgradmg of the Port-au
Pnnce and Cap Haltlen airports be awarded to profeSSIOnal entities capable of operatmg aIrports
safely, and m full accordance With mternatIOnal norms, proper operatIOn Will aVOid any harmful
safety advlsones by the FAA ProfeSSIOnal management of aIrport operatIOns, mcludmg baggage
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handhng and customs, and good orgarnzatIOn oftaxi, van and car rental services can make the entry
and eXit expenence much more pleasurably memorable for tounsts, which IS an Important part of
Improvmg the country's Image for tounsm marketmg purposes

A budget of $1 00 thousand IS proposed to permit USAID to contract the services of an expert to
IdentIfy the mvestments necessary to upgrade safety and passenger converuence features ofthe two
mam arrports, mcludmg ancl1lary services, as a basiS for negotiatIOn ofa satisfactory management
contract With whatever conceSSIOnarre may be selected by the GOH

The recommended Improvements can make a slgmficant difference m tOWlsm-related employment
10 the short-term, espeCially 10 Cap Haltlen, and, agam, the activity IS Judged to fit well With
USAID/Hmtl capablhtles and mterests 10 regard to prIVatizatIOn

Cruzse Industry Revlval Support

ThiS activity IS deSigned to formulate an 10vestment promotIOn strategy to secure 10vestment m
crUIse ports m the short term The related result IS the 10crease m the number of crUIse calls, total
passengers and spendmg m Hattl through the opemng ofnew ports to additIOnal crUIse comparnes
The actiVIty has two components

InformatIOn Packages -- These w111 contam data on 10-15 potentIal CruIse ports such as
marme surveys, meteorological data, photographs, land ownershIp status, descnptlons of
underwater and shorelme areas, aval1ablhty of utlhtles, road access, and descnptIOns of
potential onshore and offshore excurSIOns m each vlcmlty Pomts at Isolated and small town
locatIOns such as Mole St Nicolas, Labadie Shores, Jacmel, Jeremle, Tortuga I, Gonave I,
or lIe A Vache, can be mcluded, as well as the ports at Cap Hattien and Port-au-Pnnce Any
eXlstmg brochures or Videos contatmng Images ofCap Hattlen, Jacmel or Jeremle are to be
mcluded m the respective mformatIOn packages

PromotIOn Strategy -- Experts Will analyze the latest operatmg and mvestment trends m the
Canbbean crUIse mdustry to Identify those operators reqUIrIng the type of calls Haiti can
offer through analySIS of factors such as market pOSItion, Itmerary types, vessel Sizes, and
future fleet plans They Will create a short Itst of potential North Amencan and European
target crUIse operators, and determme optimal legal and finanCIal condItIOns for port
operators They Will define an mvestment search strategy of speCific actIOns, to be
coordmated With any other tounsm mvestment program The strategy Will define any support
budgets and the roles ofSecretauene d'Etat au Tounsme, and ofany busmess entitles such
as the chamber of commerce Fmally, the experts are to launch the mvestment search by
undertakmg the first steps ofthe strategy themselves, such as a formal presentatIOn at a trade
show, mvestment conference or to the Flonda Canbbean CruIse ASSOCIatIOn or CruIse Lmes
InternatIOnal ASSOCiatIOn
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As broken out 10 detaIl 10 AppendIx F - Tounsm Sector Report, the estImated cost ofthese actIvIties
IS shghtly less than $300 thousand, and a first phase the actIVIty can be successfully completed
withm a one-year time frame From the perspective of employment creatIOn through tounsm
development 10 HaltI, the reVIval ofthe cruIse mdustry 10 HaIti IS conSIdered to be a core actiVIty and
a necessary first step 10 any program senously mtendmg to eventually develop large-scale Canbbean
style tounsm 10 the country From the perspective of USAID programrmng fit, the actiVIty IS
conSIdered to be a good opportunIty for USAID, and an excellent means for USAID to develop a
leadershIp role 10 the tounsm sector If It deCIdes that this become a sector of concentration

TOUrism Readmess Programs Jacmel, Jeremze, Cap Haztzen

Probably more than any other town 10 the country, Jacmel poses the least problems for mternatIOnal
tounsm The ObjectIve ofthis program IS to maxImIze economIC benefits to the Jacmel commumty,
and to mmImize posslblhtIes for any resultmg SOCIal dIsruptIOn Tills program IS to comclde With
the successful award of the dock to a pnvate party for operatIOn as a cruIse dock As such, It Will
be a sellmg pomt 10 attract10g a dock operator The related result IS the phYSIcal and SOCIal
preparedness ofthe commumty for cruIse and even tradItIOnal tounsm willch Will nse once the road
to Jacmells upgraded As are descnbed 10 detaIl 10 AppendIX F, the tounsm readmess programs Will
contam three components 1) a VIllager awareness component, for senSItizatIOn ofbusmess people,
and servIce prOVIders to technIques ofdeal109 With foreIgn tounsts, 2) a town upgrade component,
whose purpose IS to Implement mIscellaneous mmor works to Improve the functIOnahty, safety and
appearance ofthe town center, and 3) an excurSIOns development component to promote local goods
and servIces to cruIse hnes and to Haltlan and Domlmcan tour operators for 1OclusIOn 10 theIr tour
packages to the Jacmel vIcmIty Jeremle has SImIlar condItIOns to Jacmel from the perspective of
tourIsm readmess, and a SImIlar 3-part program IS recommended there

Probably more than any other town 10 the country exceptmg Port-au-Pnnce, Cap HaitIen poses rna]or
problems for mternatIOnal tounsm, because ofthe populatIOn denSIty and extreme shabbmess ofthe
town Yet because of Its past success as a cruIse destmatIOn, Its strong potential today as a
competitive destmatIOn, and ItS clear functIOn as an economIC stImulus for the north, a separate
package of actIVIties IS proposed to recondItion the CIty for tounsm mltlally through cruIse sillps
Tills program IS proposed to precede or (at the latest) to comclde With the successful award of the
cruIse dock to a prIvate party for reopemng as a cruIse dock The related result IS the phySIcal and
SOCIal preparedness of the commumty that wIll make pOSSIble the problem-free growth of cruIse
traffic, much as It has been able to grow at LabadIe A profitable cruIse 10dustry here can lead to
eventual mvestment 10 hotel capaCIty 10 the north of Haltl 10 future years

The program recommended for Cap HaitIen IS structured hke the precedmg programs With some
SIgnIficant adaptatIOns to mcorporate the nch cultural and mstoncal resources ofthe North, mcludmg
the Cltadelle and Sans SOUCI Palace, mstonc Ml10t With ItS arts & crafts, old town Cap Haltlen,
LabadIe & CormIer Beaches, Haiti's colomal mstory and the Canbbean slave trade, Creole culture
and cookmg, plantatIOn VISItS, etc Cap Haltlen must compete With other Canbbean ports to Win the
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busmess ofcruIse ShIpS The excursIOns mventory can be a major promotIOnal component to draw
cruIse smps m VIew of the Importance of excursIOns as a profit center for the cruIse operators The
Cltadelle IS a marquee attractIOn that could be used as a major promotIOnal magnet, but It IS an
opportunIty that at present IS barely performmg

A budget of $100 annually for two years IS proposed to enable USAID to provIde supplementary
advIsory servICes to local governments and the Secretariat ofTounsm m Implementmg the readmess
programs recommended for these three mgh-potentlal cruIse ports Such support IS Judged to have
hIgh potentIal for generatmg employment m a Wide range ofproduct and servIces ruches mcludmg
handIcrafts, and also has a good fit With USAID/Haitl capabl1ItIes and mterests m supportmg
decentrahzatIOn, Improvmg pubhc servIces dehvery from local governments, and developmg
functIOrung and effectIve pubhc-pnvate partnersmps

Port-au-Prmce Cruzse AttractIOn

A comparable program to reVIve cruIse tounsm to Port-au-Pnnce can be deSIgned very much along
the same lmes as the Cap HaltIen program However, because ofsome major Improvements needed
m the Port-au-Prmce metro area to Improve transport condItIOns and to develop marketable
attractIOns, we recommend launch oftms program only after successful estabhshment ofthe mdustry
at one or two other locatIOns, possIbly WItIDn a 3-4 year time frame Traffic condItIOns m the greater
Port-au-Pnnce area have detenorated to the pomt that tour groups cannot be rehably transported to
dIfferent locatIOns accordmg to any tIme schedule, wmch IS essentIal for cruIse operatIon Secondly,
the pnvate sector needs time to develop some marketable attractIOns locally, such as gmgerbread
house restoratIOns, arts & crafts VIllages, constructIOn ofhotels, restaurants and pnvate gardens and
the hke Tmrdly, the port area contams some unSIghtly development, and one or two beautIficatIOn
projects may be necessary to prepare a hmlted area to handle cruIse smps

In VIew of the above, thIS IS proposed as a follow-on program, not as a launch one A tentatIve cost
would be approXImately $75 thousand annually for two years, pnmarily to proVIde expert adVISOry
servIces to the murnclpal government ofPort-au-Pnnce and the Tounsm SecretarIat The commurnty
awareness component would be more costly, smce the target populatIOn IS much larger, but the town
upgrade component mIght be less costly, smce major urban Improvements wIll be made
progressIvely m the CIty as soon as resources are orgamzed Irrespective of any crUise mdustry

CztadellelSans SOUCI Upgradmg

The Cltadelle IS HaltI's marquee attractIOn and must be managed properly to aVOId any detenoratIOn
from mcreased usage ThIS program IS proposed as a compamon to the tounsm preparedness
programs descnbed above, and should comclde With promotIOn ofcruIse tounsm for northern HaItI
Its purpose IS that of a tounsm readmess or preparedness program that Will mclude a faclhtles
component ofessentIal but relatIvely mmor works, and a management component to put mto place
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a vIable management framework to manage the mcreased VIsItor flow It IS not an archeology
program, but rather a park management program The nearby Sans SOUCI Palace IS also to come
under thIS program

It IS proposed that USAID provIde a $250,000 matchIng grant to augment a hke amount from pnvate
sources to create a halfmIllIon dollar fund to supplement lImIted publIc sector resources avaIlable
The travel trade IS fully aware of the untapped potential of thIs resource, and should be WIllmg to
contrIbute to the cost of an upgrade program of thIs kmd

serve as co-manager of the SIte, m charge ofVIsItor faCIlItatIOn

c Agrlbusmess

Market Town CollectIOn and Processmg Centers (20)

USAID can foster SImple but Improved post-harvest handlIng, storage and dIstnbutIOn systems
WhICh can lImIt loss, add value, and help the farmer partICIpate m receIvmg more value by
elImmatmg mefficient mtennedIary steps Through technIcal aSSIstance, traImng and phYSIcal mputs,
helpmg to support rural town collectIOn centers that can make storage, transport and dIstnbutIOn
more effiCIent can do thIS

Helpmg to foster dIrect lInks between farmers and processors or exporters, as has recently been done
m the case of mangoes, has also been shown to be effective m mcreasmg the pnce mcentives to
farmers ThIS could be part of a rural mIcro-finance strategy whIch would allow entrepreneurs m
rural areas to set up such collectIOn faCIlItIes Such centers should mclude a commumcatIOns
capabIlIty (perhaps usmg WIreless technologIes) that would serve to commumcate market pnces
prevaIlmg m the capItal CIty to producers and would also help coordmate transport pIck-up m a more
effiCIent and coordmated way The collectIOn center would have SImple pre-coolIng faCIlItIes for
penshables and temporary storage sheltered from the elements

USAID can aSSIst m helpmg to moderruze the post-harvest phases of HaItIan staple crops Tlus
would mclude IdentIfymg areas for small scale pnvate mvestment m Improvements to packagmg,
processmg and dIstnbutIOn of key staples ThIs can add value for both consumer and farmer
ImtIatives m AfrIca can proVIde some gUidance on thIs 17 SpeCIfic technologIes and targeted support
to food mdustnes can help to Identify and Implement mnovatIOns, whIch Improve the effiCIency of
the food staple system ImplementatIOn and mvestment would be pnvately-dnven

17 For example, USAID/Ghana IS explormg such pOSSIbIlItIes WIth the support ofthe RegIonal Bureau for AfrIca
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A USAID budget of $1 25 mIllIon annually for four years IS proposed to support the development
of 20 centers ThIS would mclude some capItal and credIt to refurbIsh collectIOn centers, put m
Wireless radlO commumcatIOns, promote the concept, provIde traImng, work With local transporters
and provIde techmcal asSIstance The ImtIative would result III substantIal Increase m rural Incomes
In the target areas, With moderate pnmary and conSIderable secondary employment generatIOn
Impact

The actIVIty IS conSIdered to be a hIgh pnonty element of the HaIti PrIvate Sector Development
Strategy The actiVIty IS also judged to be one In whIch USAID has umque or speCIal capabIlIty, as
USAID has worked closely III market development for rural productlOn, III HaItI and elsewhere, WIth
SImIlar rural commumtIes The mitIative could easIly be focused on specIfic decentralIzed economIC
clusters

Rural CredIt ExpanSlOn

USAID can faCIlItate Investment m crop upgradmg and Investment, and In productIve rural
enterprIses, through a program ofrural credIt USAIDlHaitIis already conSIderIng such a program,
financed through Title 3 funds, and IS currently provldmg agrIcultural credIt Access to short-tenn
and medIum-term mvestment capItal IS currently a major constraInt to Improved agncultural output
and bUSIness growth Local finanCIal mstitutlOns, and mtermedlarles In the dIstrIbutIOn cham, can
play Important roles m program ImplementatIOn The program can also aSSIst the fonnalIzatlOn of
enterprIse In HaItI

A USAID budget of $2 5 rmllIon annually for eIght years IS proposed for the rural credIt program
ThIS large bulk ofthIS would be extended as credIt or credIt guarantees, although some costs would
be mcurred for management, promotIOn and techmcal asSIstance If guaranty authOrIty can be
obtamed to support USAID credIt programs m HaItI, the annual USAID oblIgatIon to the rural credIt
program could support 8 to 10 tImes leverage III terms ofthe total amount of loans made to farmers
and other agrIbusmesses, dependIng m part on the strengths ofthe finanCIal IntermedIarIeS selected
to partICIpate III the program

The actIVIty IS conSIdered to be a core element of the HaItI PrIvate Sector Development Strategy
It IS conSIdered to be a necessary element for achIevement ofthe full employment Impact ObjectIves
of the Strategy The actIVIty IS also judged to be one m whIch USAID has umque or speCIal
capabIlIty, as USAID has pOSItIve ongoIng and prIor experIence In rural credIt programs In HaItI and
many other countrIes worldWide, and has worked closely With the target populatIOns

Market InformatIOn Program

ActlOns to proVIde agrIcultural producers With market prIce, qualIty and tlmmg InfOrmatIOn Will
allow producers to capture greater value at farmgate, to add value through SImple processIng or
packagmg, and to respond to market needs for qualIty and tImmg Sirmlarly, brIngmg mIddlemen
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and exporters mto closer contact wIth markets WIll allow them to better understand market
reqUIrements and to respond to these reqUIrements USAID assIstance could mclude dlssemmatIOn
ofmformatIOn vIa several medIa and mtermedIanes, Improved commumcatIOns, tralmng and some
techmcal assIstance

A USAID budget of $200,000 annually for five years IS proposed for the market mformatIOn
program

The actIvIty IS consIdered to be a medIUm pnonty element ofthe HaItI Pnvate Sector Development
Strategy The actIvIty IS Judged to be one that represents a good fit WIth USAID's strengths and
expenence It IS targeted at the rural populatIOn and productIOns systems WIth wluch USAID/HaItl
IS already workmg, and USAID has earned out sImIlar ImtIatIves m other countrIes

Export Infrastructure Plannmg

A small program of studIes, focused on IdentIfymg mfrastructural or faclhtIes constramts to
agncultural exports, wIll IdentIfy bottlenecks or blockages and recommend solutIOns at a
prefeaslblhty or feaslblhty level Examples would mclude faclhtles forwarehousmg or cold storage
A one-year study or senes of studIes, costmg $300,000, IS proposed

The actIvIty IS conSIdered to be an actIvIty of medIum pnonty for the HaItI Pnvate Sector
Development Strategy It represents an OpportunIty for the USAID program to faCIlItate HaItI's
response to export Opportumtles, and to mcrease the value of exports USAID's abIlIty to proVIde
access to speCIalIzed expertIse matches the needs of thIs ImtIatlve

d HandIcrafts

Export Market Famllzarzzatlon

As was descnbed above, slgmficant export market potentIal eXIsts for "tradItIonal" HaItIan
handIcrafts, m the U S and Europe, as well as elsewhere m the Canbbean mcludmg major resorts
and cruIse ports throughout the regIOn Also, an Important potentIal was descnbed wherem HaItIan
artIsans workmg both m "factory" and m more tradItIonal settmgs may be able to successfully
produce for the U S and European gIft and housewares markets, competmg for the productIOn of
Items deSIgned abroad m these markets on the basIS of qualIty and cost

In order to develop these potentIals, It WIll be Important for HaItIan artIsans to have the opportumty
to become acquaInted WIth these new markets, mcludIng the compames operatIng In them and theIr
partIcular reqUIrements WorkIng through the HandIcrafts Export MarketIng ASSOCIatIOns that WIll
be deSCrIbed below as a proposed Human Resource and InstItutIOnal Strengthemng ImtIatIve, and/or
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through the new Export and Investment PromotIOn center that IS also recommended, thIs activity
would be to orgamze and prOVide grant fundIng to partly subsidize the costs ofmternatIOnal travel,
partlclpatmg m trade shows and other aspects ofexport market famlhanzatIOn for Haitian artisans

FundIng for tills activity IS proposed at $250 thousand annually for four years It IS considered that
the activity w111 have a high Impact on employment generatIOn, and that It has a speCially good fit
for USAID programmIng, based on the Inherently small-busmess character of the targeted
benefiCiary group

Lmkage to TOUrIsm Development

Despite ItS ObVIOUS relevance and Importance, It IS Important not to overlook the need for fundmg
exphcltly to enable handicrafts productIOn and marketIng opportumtIes to be Identified and
developed III a fully mtegrated manner WIth each major tOUrIsm project that IS undertaken III HaitI
m the next few years As has been learned through expenence at the cruIse termmal at LabadIe, for
example, It IS not only necessary to plan for phySIcal facIlttles to market handIcrafts m an appealIng
manner, but It IS also Important to orgaruze supplters m a way that ensures eqilltable access to the
market and mlrnmIzes the potential for disruptIve conflIcts between them

A modest level of fundmg at $100 annually for three years IS proposed to support the work of
deSignated IndiViduals or perhaps a speCial committee that could be orgaruzed to represent
handicrafts aSSOCIatIOns, tour operators, facIlttles operators and the Tounsm SecretarIat to carry out
these functions ThIS expenditure IS Judged to have a illgh potential to contnbute to employment
creatIOn m the handicrafts sector, and to have a good fit WIth USAID programmIng obJectives, agaIn
prImanly because of the small bUSIness characterIstics and needs of the chent populatIOn

e ConstructIOn

Rural Road RehabllztatlOn

A strong rural roads network can yield enormous benefit by ImkIng rural areas to larger towns, urban
centers and markets Programs are planned by other donors m HattI to rehablhtate some rural roads,
but these programs WIll leave much ofthe rural road network m poor or unpassable condition Rural
roads WIll encourage agrIcultural productIOn and rural enterprIse growth, and WIll also benefit
USAID efforts m SOl and S03 It should have large employment and mcome Impact Road
rehablhtatlon would be labor mtenslve, and secondary Impacts WIll be vast

USAID has conSiderable experIence m rural road rehablhtatIOn programs worldWIde Several
USAID programs In Africa use Title 3 funds to rehabllttate rural roads In Tanzarna, a bench
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markmg exerCIse and subsequent momtonng has demonstrated very hIgh busmess and employment
results

The rehabIlItatIOn work would be carned out by local contractors, and can be funded wIth local
funds The TItle 3 program would thus be an excellent vehIcle to mobIlIze local currency to
rehabIlItate and extend the rural road network PolIcy-related condItIonalIty can be developed for
mamtenance and management Issues Rural road rehabIlItatIOn would be a key element m an
economIC growth decentralIzed strategy

A USAID budget of $2 0 mIllIon annually for three years IS proposed ThIS should be sufficIent to
rehabIlItate the necessary stretches ofrural roads USAID would fund rehabIlItatIon works, program
management costs, and related, lImIted technIcal asSIstance and pOSSIbly, trammg

The actIVIty IS conSIdered to be a hIgh pnonty element m the HaItI Pnvate Sector Development
Strategy It IS a good fit for USAID USAIDlHaiti IS already workmg WIth rural populatIOns and
thIS ImtiatIve would multIply the results ofthIs focus USAID has expenence WIth SImIlar programs
m many countrIes

Rural Road Mamtenance

WhIle a concentrated program of rural road rehabIlItatIOn can contnbute enormously to "Jurnp
startmg" rural econOmIes and econOmIes WIthIn decentralIzed urban clusters, contmued mamtenance
of these roads IS needed to ensure theIr avaIlabIlIty USAIDlHaiti has supported rural road
mamtenance m the past, and the program IS stIll conSIdered to have been very successful

Rural road mamtenance should be managed on a decentralIzed baSIS, and carned out by local
contractors and by local commumtIes Planmng and supervISIon should be a decentralIzed functIOn
Increased local finanCIal resources WIll prOVIde some fundmg for mamtenance, and these can be
augmented by USAID, perhaps through TItle 2 or TItle 3 resources

USAID asSIstance would mclude fundmg for mamtenance actIVIty, and technIcal asSIstance and
traImng to Implement and oversee contracts, as well as tralmng and orgamzatIOn of commumty
based mamtenance

A USAID budget of $500,000 annually for eIght years IS proposed ThIs should be suffiCIent to
mamtam a large percentage of the rural road network

The actIVIty IS conSIdered to be a hIgh pnonty element m the HaItI Pnvate Sector Development
Strategy It IS an actIVIty for whIch USAIDlHaIti has speCIal capabIlIty USAIDlHaItIIS already
workmg WIth rural populatIOns and thIs ImtiatIve would multIply the results of thIs focus
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USAIDlHaiti has Implemented prevIOus, sImIlar programs, and USAID has expenence With SImIlar
programs In many countrIes

IrrIgatzon Systems Mamtenance

RelIable water supply IS a problem In many areas of HaIti, and the rrngatIon works are m dIsrepaIr
m many locatIons An lmtIatIve IS proposed to rehabIlItate and mamtam rrngatIOn works

USAID has had expenence m helpmg to establIsh ImgatIOn users' asSOCiatiOns that can help to
collect user fees and mamtam ImgatlOn systems ThIs should be part of any overall ImtlatIve
mvolvmg the repair or expanSIon of such systems

A USAID budget of$500,000 annually for three years IS proposed, to prOVIde techmcal aSSIstance,
traImng and phySIcal mputs

The actIVIty IS conSidered to be a hIgh pnonty element III the HaItI Pnvate Sector Development
Strategy It IS an actiVIty for whIch USAIDlHaIti has speCial capabIlIty USAIDlHaltl IS already
workmg WIth rural populatIOns and has also worked n supportmg ImgatIOn USAID has
Implemented many SImIlar programs worldWIde, and has speCIal expenence m assOCIatIOn
development and management

Low-Income Housmg

Housmg condItions are deplorable for a large proportIon oflower-mcome famIlIes resIdmg m Port
au-Pnnce and, to a lesser extent, m the major secondary CIties ofthe country, all ofwmch have been
recelvmg a large InflUX ofmIgrants from the countrySide over the last decade Senously substandard
housmg IS a problem affllctmg at least one-half millIon people m Port-au-Pnnce alone, or
approxImately 100,000 households

Extreme poverty and unstable employment make a large part of the low-mcome housmg problem
difficult to solve untl1 economic condItions can be brought about to prOVideJobs and raise mcomes
Even the most rudImentary housmg solutlOns are currently unaffordable for probably about halfof
the households mdlcated above, who lIve at the margm of SubSIstence and have no abilIty to save
anythmg from theIr current Incomes

As IS eVIdent from the large amount ofself-constructiOn that IS observed to be takmg place m lower
mcome areas ofHaItian CIties, however, a stIll substantial number ofpeople are able to save at least
a small amount, and many devote these savmgs to Improvmg theIr housmg Many famIlIes are
observed to be bmldmg SImple homes or Improvmg theIr eXIstmg dwellIngs lIttle by lIttle As
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savmgs accumulate, they are mvested m matenals and gradually put mto place, m a process that may
take several years to complete Some of the savmgs bemg put mto self-constructed low-mcome
housmg may come from remittances received from famIly members IIvmg abroad, but a substantIal
amount IS clearly savmgs from current mcome As m other parts ofthe world, housmg IS considered
to be a good mvestment, particularly m a settmg such as HaitI where returns to savmgs placed m the
financial system are low or negatIve m real terms

Self-constructIOn over an extended penod typically costs more m the end than does the constructIOn
of the same dwellIng by a well-organized bUIlder Also, the employment generated under the self
constructIOn mode of development IS obviously spread out over a much longer penod than would
be the constructIOn of an equal number of dwellIngs by contractmg comparues With financmg
appropnately structured to take advantage of the apparent abilIty ofat least a segment of the low
mcome populatIOn to save on a regular baSIS, more rapid progress towards allevlatmg housmg
conditIOns could be achieved, and a large amount of employment generatIOn could be brought
forward mto the next couple of years

AID has a great deal ofexpenence With low-mcome housmg development around the world, mmnly
concentrated m the Office ofEnvrronment and Urban Programs (G/ENV/UP), formerly the Office
ofHousmg and Urban Programs Whether by dIrect fundmg ofmedmm-term loans to low-mcome
home buyers, or through utIlIzatIOn ofthe AID Housmg Guaranty authonty, resources channeled by
USAID/Hmtl mto the low-mcome housmg constructIOn sector Will have a rapid dIrect and mduect
Impact on employment, and Will also contnbute to more rapidly allevlatmg a basiC social need
Fundmg of low-mcome housmg constructIon m the near term Will also help set the stage for the
subsequent development of a low-mcome housmg finance system for Haiti, as Will be further
descnbed below

Pendmg completIOn ofstudies by G/ENV/UP, It IS here recommended that USAID/Hmtl proVide for
fundmg m the amount of at least $2 5 mIllIon annually for low-mcome housmg constructIOn and
finance, to be mmntamed over at least a 5-year penod PrelImmary estImates supplIed to the Pnvate
Sector team by the AID Office of Credit and Investment m WashIngton mdlcate that, If the AID
Housmg Guaranty authonty18 can be accessed by USAID/Hmtl for thIs purpose, currentprovlsIOmng
rules would support leveragmg of the amounts recommended above by about four tImes, mearung
that a financmg and constructIOn program ofabout $10 mIllIon annually could be supported ThIs
would prOVide for the constructIOn ofup to 2,000 dwellmgs annually, and prOVide Improved shelter
for about 10,000 people

18 Currently, the U S Congress IS consldermg a vanety of optIOns that would affect the Agency's future abilIty
to operate credit programs resultmg m a contmgent liability for the USG, and the outcome IS not yet clear
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GOH/Donor Procurement - Materzals SpecificatIOns Revzew

ThIS USAID lllitIative IS dIrected towards IncreasIng the HaItIan-produced Inputs for constructIOn
A large amount of constructIOn actIVIty IS antICIpated m HaIti, dIrected towards Infrastructure -
partIcularly road and urban Infrastructure -- Improvement In a grOWing economy, this level of
constructIOn actIVIty Will contInue on a perhaps reduced but permanent basIS WithpublIc Investments
In urban and other Infrastructure, as well as IncreasIng pnvate Investment

Haitian bUSIness IS already prodUCIng some matenals for constructIOn, AddItIOnal Inputs may be
avaIlable, or be able to be produced In HaItI It IS Important that tender speCifications be wntten to
accept HaItian-produced Inputs ofacceptable qualIty Expenence In other countnes has shown that
speCIficatIOns, wntten from standardIzed sources or by International experts, may unmtentIOnally
exclude local supplIers In HaItI, provlSlon of formed paVIng stones for road constructIOn may be
an example

The USAID asSIstance would prOVIde speCialIzed expertIse to reVIew tenders for publIc works, and
to recommend changes that would faCIlItate local partiCIpatIOn RecommendatIOns would also be

made for development ofnew HaItian enterpnses A USAID budget of$50,000 IS proposed for tlus
study

The actiVIty IS conSidered to be a medIUm pnorIty element In the HaIti Pnvate Sector Development
Strategy It IS an OPPOrtunity for USAID to faCIlItate the growth of pnvate enterpnse In a new
market sector USAID has an abIlIty to qUIckly mobIlIze the speCIalIst expertIse reqUIred

f Economy-Wide ActiVIties

Many of the most Important and effectIve InterventIOns open for USAID conSIderatIOn are not
focused on a particular sector, but would be aImed at developIng market Institutions to Increase
effiCIency and competItIon, and/or to strengthemng HaItIan enterprIses generally Many such
InterventIOns operate through the Improvement of HaItIan finanCIal services and export marketIng
capabIlIties, as IS descnbed below

Money Market Development

The HaItIan commerCIal banking system has evolved from a base made up of the local branches of
three or four InternatIOnal banks, and a half-dozen major HaItian banks developed around leadIng
bUSIness groups HistOrIcally, these banks had dedicated themselves pnmanly to mobIliZIng
resources from the publIc to fInance the operatIOns and Investment projects oftherr affilIated groups
Because ofa lack of safe alternatIves, banks are able to capture both checkIng and savIngs depOSIts
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easl1y, and pay very low rates on savmgs, often below the rate of mflatIon Lendmg rates are kept
shghtly posItIve m real terms, meamng that mterest rate spreads are hIgh, even though lendmg rates
are not hIgh m dollar terms At present, the commercIal banking system IS hIgWy hqUId and It IS
lIkely to remam so untIl a sustamed recovery m the level of economIC actIvIty -- coupled With a
greater opemng of the banking system to new classes of borrowers -- regenerates the demand SIde
ofthe credIt market

Because of theIr lack ofstandmg With the banks and theIr poor access to commercIal credIt (agam,
the Issue IS access as opposed to lendmg rates), and because ofthe low rates paid to savers on theIr
deposIts, an mformal money market IS begmnmg to develop whereby smaller compames are dIrectly
able to Issue short-term obhgatIOns to savers lookmg for a hIgher return than what IS bemg provIded
by the banks ThIS IS mherently a healthy development for the finanCIal system, one that Will
ultImately contnbute to acceleratmg moderrnzatIOn and Improved competItIveness m the banking
sector, whIle promotmg the development of new and more competItIvely pnced products and
servIces for both savers and borrowers m the economy Because of ItS pOSItIve long-term benefits
for the finanCIal system and the economy, a modest amount of USAID support aImed at assIstmg
m the organIzatIOn and formahzatlon of a money market IS recommended The pnmary focus of
such support would be m assIstmg the partIes already partlclpatmg m thIs market, mcludmg but not
lImIted to the commerCIal banks, to gam access to market technology developed mother developmg
countnes m recent years, partIcularly as regards the basIC framework of the market With regard to
such Issues as dealer quahficatIOns and hcensmg, hstmg reqUIrements, dIsclosure rules for Issuers,
settlement, etc Techmcal asSIstance and adVISOry servIces m the amount ofapproxImately $200,000
are recommended for thIS actIvIty, to be expended over an approXimately one-year penod

HOUSing Finance System Deslgn

As a longer-term ImtIative hnked to the dIrect financmg of low-mcome housmg constructIOn, It IS
proposed that USAID/HaItI reimtIate efforts begun m the 1960s to develop a permanent housmg
finance system m HaItI Progress m developmg such a system Will need to be closely-tIed to the
development ofcontractual savmgs systems m the country such as, m partIcular, hfe msurance and
pnvately-managed retIrement plans These pools oflong-term savmgs Will complement the savmgs
mstruments offered by banks and other finanCIal mstitutIOns operatmg m the lendmg SIde ofhousmg
finance, and allow them to capture resources that more closely match the tenor ofmedIUm- and long
term home mortgage loans

AID has extenSIve and m-depth expenence m the orgamzatlon and development ofhousmg finance
systems around the world, m recent years also mcorporatmg complementary areas such urban
mfrastructure finance SpecIahzed adVISOry and techmcal asSIstance servIces can be mobIhzed by
USAID/Hmti With the asSIstance ofthe Office ofEnvrronment and Urban Programs, winch Will have
a Ingh Impact on the stabIlIty ofthe housmg constructIOn sector and the employment It creates An
Imtlal program consIstmg man mvestment ofapproxImately $100 thousand annually for two years
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to begm development of a housmg finance system would be consIdered to have a good fit WIth
mISSIOn programmmg objectIves and Agency capabIlItIes

Fmanczal Market InformatlOn

A number offinanCIal market mnovatlOns are descnbed among the lIst ofEconomy-WIde ActIVItIes
recommended by the Pnvate Sector team, mcludmg the expansIOn of guaranteed credIt lInes
operated through the bankmg system and the development ofnew finanCIal products and finanCIal
mstItutlOns as descnbed above Expenence recounted to the team by a number of mformants
mdlcates that USAIDlHmtI has not suffiCIently recogrnzed the Importance of marketmg finanCIal
products and servIces m ItS earlIer programs, m partIcular guaranteed credIt programs that have been
put mto place dunng the last two years A surpnsmg number of busmess mformants mtervIewed
mdlcated no knowledge whatsoever of the eXIstence of these USAID-supported programs, and
consequently had not had an opportumty to benefit from them

To remedy thIS, It IS proposed that USAID explICItly budget resources to publICIze the avaIlabIlIty
of new finanCIal servIces and products bemg mtroduced through partlcIpatmg finanCIal sector
mstItutlOns, and assIst the publIc m understandmg and evaluatmg theIr costs and potentIal benefits
A budget of $50 thousand annually over a penod of three years IS proposed for thIs purpose By
Improvmg the effectIveness ofUSAID-supported credIt programs, It IS Judged that thIs mterventlOn
WIll have an Important supportmg role m generatmg employment, and that It should be VIewed as
a complementary OpportunIty to other ImtlatIves undertaken by USAID m the finanCIal sector

Contractual Savmgs Systems

Contractual savmgs refers to a type of finanCIal product that IS deSIgned to orgarnze the savmgs of
a pool of users m order to proVIde them WIth the means to accumulate resources over a penod of
tIme that WIll allow them to meet defimte or contmgent future finanCIal reqUIrements LIfe msurance
m ItS many vanatlOns IS an example ofa contractual savmgs product, as are a vanety ofpensIOn or
retIrement plans operated to manage the pooled savmgs of theIr members to assure the avaIlabIlIty
of mcome dunng old age Other contractual savmgs schemes can be and are offered to asSIst m
puttmg together a fund for college educatIon or other foreseeable future finanCIal needs Common
features of contractual savmgs schemes are the oblIgatIOn of members to regularly contnbute a
predetermmed amount to their savmgs account, and the profeSSIOnal management ofpooled funds
to attempt to obtam maxImum returns commensurate WIth predetermmed nsk parameters
Contractual savmgs mdustnes are usually closely regulated by the state to ensure that fidUCIary
responsibIlItIes are met and that appropnate capital adequacy standards are adhered to by operators
of contractual savmgs servIces
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When they are managed professIonally WIthtn a properly regulated envIronment, contractual saVIngs
schemes have the capabIltty of amassIng relatIvely large pools of capItal that must be prudently
Invested over a substantIal penod of tIme As In the case of ChIle, therefore, contractual savIngs
mdustnes have formed one of the Important foundatIons for the development ofa domestIc capItal
market, and thIS has enormous ImpltcatIOns for the abIhty ofa developIng economy to fmance long
term assets such as housmg, physIcal mfrastructure and Industnal facIhtles

Very few Ifany secure contractual savIngs products are currently beIng offered to the publtc In HaltI,
nor does the appropnate regulatory framework for successfully operatIng such products yet eXIst
To the extent that hfe Insurance and retIrement plans are aval1able to upper mcome HaItIans, thts IS
usually through the local agent ofan IntematlOnal provIder, and the saVIngs resources mobl1Ized do
not remaIn aval1able for Investment domestIcally Thus any IrntIative almed at developIng
contractual saVIngs products and a professlOnally-managed Industry must be recogrnzed to be very
early stage Nevertheless, the long-term sIgrnficance of mObIhzIng domestIc savIngs more
effiCIently and developIng pools of capItal that can be Invested In long-term assets IS so great that
It IS recommended that the process be IrntIated WIthIn the next couple ofyears PossIbly begInrnng
In FY1999, It IS recommended that USAID budget $250 thousand annually for 2 years to support
the feasIbIhty, desIgn and pohcy studIes that WIll be necessary to begm developIng a contractual
savmgs Industry In HaltI, In conjunctIon wIth quahfied financIal servIces comparnes Interested In
InvestIng In thIS promISIng long-term market The proposed IrntIatIve WIll make an Important
contnbution to employment generatlOn In the medlUm- and long-term and may be vIewed as an
attractIve opporturnty for USAID programmIng In the financial sector

Formal Sector Fundmg ofInformal Lenders PZ/ot Program

MICro- and small-enterpnse and rural credIt are VIrtually noneXistent In HaItI, except as dlstnbuted
on a relatIvely small and hIghly-subsIdIzed baSIS by a few NGOs Important work needs to be done
to aSSIst these NGOs In becommg more effiCIent m the dlstnbutIOn ofcredIt, as well as m adoptIng
financIal pohcles that WIll allow them to mobiltze savIngs and onlend these on a more nearly self
sustalrnng commercIal basIS

In parallel, sIgrnficant opporturntIes are beheved to eXIst to take advantage of eXIstIng financial
InstitutlOns and other IntermedIarIes already In place and workmg WIth mlcro- and small-enterpnses
to sIgrnficantly expand the volume of credIt reachIng thts sector on a straIght commerCIal basIS
Product wholesalers and exporters, Input supphers and already estabhshed moneylenders are among
the mtermediarIeS already m contact WIth mlcro- and small-enterpnses These already often do
provIde credIt to theIr chents as part of the normal course of busmess, though perhaps not on the
scale nor at the cost that IS necessary to support the reactIvatIOn and expanSIOn ofthese small firms
that WIll be necessary to achIeve hIgh rates of economIC growth In HaItI over the next decade
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By malang It possIble for estabhshed formal sector lenders to more securely lend to such commerCIal
mtermedIanes and mformallenders, USAID can mfluence the volume ofcredIt bemg dIstrIbuted by
them among theIr micro- and small-enterpnse chentele, and ultImately, bnng about a reductIOn m
the cost of such resources to theIr final users through the combmatIOn of greater supply of funds,
greater competItIOn among mtermedIanes and mcreasmg famihanty With operatmg successfully
withm thIs segment of the market Whereas mput supphers may currently extract an annualIzed
Interest rate of 100 percent or more when they supply agncultural mputs on credIt, for example,
mcreased fundmg of Input supplIers may gradually bnng thIs ImplICIt cost down by 50 percent or
more Interest rates wIll always remam hIgh In companson With pncIng avaIlable to preferred dIrect
bank customers, but m pnnCIple mterest rate dIfferentIals Will eventually be competed down to
where they reflect only the real cost and nsk Increments of operatIng In the mlcro- and small
enterpnse credIt market SImIlarly, prudent, secured refinanCIng of Informal moneylenders'
portfohos by commerCial banks may m fact be a sound bUSIness strategy for them

TypIcally, mput supphers, wholesalers and finanCIal mtermedlanes who regularly do busmess WIth
the micro- and small-enterpnse sector WIll be able to qualIfy and control credIt nsks much more
accurately and effectIvely -- and at much lower cost -- than would ever be pOSSIble for a large
commercIal bank It therefore makes sense to mcorporate these well-mformed mtermedianes mto
the credIt dIstnbutIOn system for small borrowers, and, by wholesalIng funds through them, to
mcrease the flow and reduce the cost ofcredIt to them

USAID can be illghly mstrumental m bnngmg such busmess relatIOnshIps mto play for dlstnbutmg
credIt to thIS segment of the market by prOVIdIng adVISOry and techmcal asSIstance servIces aImed
at transfemng the benefits of InternatIOnal expenence With thIs type of lendmg to mterested banks
and other formal sector lenders, as well as by explICItly encouragmg banks to lend more to the types
of mtermedlanes we have IdentIfied, by ensurmg that successful and finanCIally-sound
mtermedianes by allowed to qualIfy for USAID-backed partIal credIt guarantees A pdot program
to adapt lendmg techmques utIhzmg non-financIal and mformal sector mtermedlanes to dIstnbute
credIt to HaItIan condItIOns IS recommended, With fundmg at $500 thousand annually for a five-year
penod The actIVIty IS Judged to have a hIgh potentIal to contrIbute to Job creatIOn even m a
relatIvely short penod of time, and thIs type of market-based mlcro-enterpnse finance IS also
conSIdered to be an espeCIally good fit for USAID programmmg, based both on the mISSIon's pnor
expenence m-country and on the Agency's vast expenence mternatIOnally

EqUlty CapItal MobllzzatlOn

At the larger end of the firm- and proJect-sIze spectrum, conversatIOns With offiCIals at the
InternatIOnal Fmance CorporatIon and dIrect observatIOn m-country have revealed that a major
constramt to the reactIvatIOn ofpnvate sector mvestment IS the illgh degree ofmsecunty regardmg
pohtIcal developments m HaitI over the next few years, and the effect tills has on the WIllmgness of
both the HaItian and mternatIOnal pnvate sectors to commIt the amount ofeqwty that IS normally
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reqUIred to obtam long-term loans from mternatIOnallenders Projects that mIght otherwIse be very
sound from the perspectIve of an mternatIOnallender -- 1 e projects WIth strong and expenenced
management, a well-defined and groWIng market, good technology, etc -- are essentIally stalled
because the project sponsors are not able or WIllIng to nsk the normal 50 percent eqUIty that IS
normally reqUIred by mternatIOnallenders lIke the IFC for financmg new projects Examples of
projects that are eIther currently under development or that could attract the attentIOn of local and
mternatIOnal developers m the next couple ofyears m HaItI would mclude electnc power generatIOn,
telecommumcatIOns, port faCIlItIes, mdustnal parks, agncultural processmg plants for export, cruIse
termmals, hotels and other tounsm-related mfrastructure Already, a surpnsmgly large number of
groups are actIvely developmg projects of thIS kmd m HaItI If governmental ImpedIments are
removed and certam other condItIons Improve, It IS easy to conceIve of mvestments totalIng $200
300 mIllIon dollars bemg ImtIated m such projects dunng the next several years

PolItIcal uncertamtles both as to the IdentIty of the natIon's future leaders, and, more Importantly,
as to the polIcIes they WIll Implement when elected, WIll not easIly be removed or reduced m HaItI
at least untIl the next PreSIdentIal electIOn scheduled for December 2000 has come and gone Even
after thIs next electIOn, It WIll probably take a year for a new admimstratIOn to develop and begm
to Implement a polIcy agenda that IS clearly dIscernIble and sufficIently predIctable as to provIde a
relIable baSIS for long-term mvestment plannmg m HaItI UntIl, thIs tIme has passed and a new
dIrectIOn, If any, has been set, It IS unlIkely that eIther HaItIan or mternatlonal mvestors WIll be
WIllIng to commIt the same amount ofeqUIty resources to theIr projects as they would m more stable
and predIctable settmgs

The economIC dIlemma that IS posed by thIs SItuatIOn IS that -- unless other means can be found to
make up the necessary eqUIty base for these projects -- many ofthem WIll probably not get funded,
and certamly they WIll not be developed m the number that IS necessary to achIeve a sIgmficant
Impact on the natIOn's capaCIty to grow more rapIdly If they are not funded and developed m
adequate numbers, then the economy WIll not grow rapIdly enough to satISfy the legItImate demands
ofthe HaItIan populatIOn for employment, mcomes and Improved hvmg standards -- and condItIons
for future polItIcal stabIlIty WIll be further ImpaIred, potentIally perpetuatmg an untenable econOmIC
SItuatIOn mto yet another generatIOn Even If It were pOSSIble to substItute a suffiCIent amount of
publIc mvestment for the pnvate mvestment represented by these projects -- whIch It IS not m our
opmIOn -- the qUalIty ofgrowth that would ensue would not mcorporate the market- and enterpnse
based decentralIzed declSlon-makmg that has been shown by mternatIOnal expenence m all of thIs
century to be a fundamental prereqUIsIte for economIC growth to be sustamed m a SOCIety over an
extended penod of tIme The management of mvestment and of enterpnses by governments has
SImply not been able anywhere to develop the mcentIve structures necessary to achIeve both the
effiCIency and the fleXIbIlIty that are needed to sustaIn hIgh growth over tIme, and the HaitIan
government at thIs tIme m the country's hIstory IS partIcularly dIsadvantaged m companson WIth
other governments' management capabIlItIes An economIC growth strategy premIsed on publIc
sector mvestment m HaItI IS doomed to certam faIlure, and m that failure would doom the country
to decades of contmued economIC dIstress and human suffenng
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It IS ImperatIve, m the opmlOn ofthe Pnvate Sector team, that effectIve means be devIsed to enable
the HaItlan and mtematIOnal pnvate sectors to develop the projects that need to be developed, and
to begm soon applymg theIr manIfold energIes and sktlls to gettmg busmess gomg m HaItI -- for the
first tlme m the country's hIstory on an open and mtematlonally competItIve basIS The mterest of
the HaItIan and mtematIOnal busmess commUlllty m commlttmg theIr energIes and capItal resources
to developmg projects m HaItI must not be wasted -- even If the latter are hmlted by structurally
adverse nsk condltlOns as dIscussed earher Unless the pnvate sector -- large, medIum and small,
domestIc and mtematIOnal -- can genumely playa leadmg role m the economIC recovery that must
begm taktng place m HaItI dunng the next couple of years, It IS unfortunately all too hkely that the
country WIll be Impelled along a path that does not lead to sustamable growth, but only to contmumg
frustratIOn and the Impenlment of an mCIplent and fragIle democracy

For the reasons enuncIated above, we recommend strongly that USAID/HaitI urgently conSIder a
varIety of means whereby It alone, or m cOnjunctIOn WIth one or more other mtematIonal donor
organIzatIOns, can dIrectly remedy the effects of deep-seated pohtIcal uncertamty and nsk on the
abIlIty of the pnvate sector to commIt eqUIty to otherwIse sound, well-structured, hIgh-pnonty
projects

USAID and/or other donors can address the eqUIty defiCIency eIther by maktng the eqUIty resources
avaIlable -- dIrectly or through an mtermedIary -- or by findIng means to mItIgate the nsks that
prevent the pnvate sector Itself from beIng able to accept a conventlOnal degree ofexposure Both
approaches, dIrect fundIng and nsk mItIgatIOn to generate pnvate fundmg, would lead to the
structurIng of a venture capItal fund of some ktnd that would CO-Invest WIth other pnvate project
sponsors m order to brIng suffiCIent strength to the proposed ventures' balance sheets and, hopefully,
suffiCIent stablhty to the projects themselves to enable them complete financmg WIthout VIOlatIng
the estabhshed norms ofmtematIOnallenders Some ofthe optIons avaIlable to USAID and others
are descnbed m AppendIX C Here, we WIsh merely to emphasIze the Importance that taktng actIOn
m thIS area IS conSIdered to have for both the quantIty and qualIty of economIC growth that can be
made pOSSIble In HaItI over the next decade, and to outlIne some of the factors that should be
conSIdered m analyzmg alternatIve structures for Implementmg the eqUIty vehIcle

FIrst, It IS cruCially Important that the structure deVIsed be able to Incorporate expenenced
profeSSIOnal management that has the nght compensatIon and other InCentIves to make sure that the
quahty ofInvestments supported IS Ingh TIns argues for pnvate fund management compensated to
a SubstantIal degree on a success baSIS

Second, It IS Important to msulate the Investment management deCISIons of the fund from pohtIcal
mfluences and conSIderatIOns -- whether HaItIan or Amencan TIns argues for separately endOWIng
a trust or other SImIlar vehIcle Ifthe fundIng IS to be proVIded dIrectly, and for clearly stIpulatIng the
condItIOns under winch the guarantor may Interfere In management declSlons If an IndIrect means
IS chosen to generate pnvate capItal for the fund
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TIurd, It IS Important that the fund not attempt to play the role ofdeveloper, whIch means that It WIll
usually co-mvest wIth pnvate developers as a mmonty shareholder As a mmonty shareholder
operatlOg 10 an envIronment offenng less than adequate legal protectIOns for 1Ovestors, the usual care
WIll need to be taken to ensure that ItS nghts are respected, and that It can dIvest ItS ownershIp
WIthout 10terference from the maJonty shareholders when the tIme comes SpecIfic shareholder
covenants and convertIbIlIty features can be used to provIde large mmonty shareholders WIth
effectIve control IfspecIfic performance commItments are not met Also, careful 1OvestIgatIOn and
evaluatIOn of co-mvestor/managers before commIttmg resources, the role of mternatIOnal co
finanCIers 10 ensur10g hIgh standards of corporate governance, and the 1Ovolvement -- where
appropnate -- ofAmencan co-1Ovestors subject to US laws 10 the development offunded proJects,
can all play a role 10 reduc10g the partIcular nsks faced by the venture fund as a mmonty
shareholder

An Important feature ofeqUIty co-1Ovestment as a vehIcle for development finance IS the hIgh degree
of leverage It generates Even IfUSAID had to oblIgate $1 for every $1 mvested by the fund, a
m10lmum ofabout 5 to 1 leverage would be generated, as follows each $1 fund lOvestment at 40%
of total eqUIty generates $2 5 10 total eqUIty, and, assum10g 1 to 1 loan to eqUIty financ1Og, also
generates $5 10 total 10vestment In cases where a 25 percent co-1Ovestment were suffiCIent, and
where long-term lenders were WIllIng to fund 60 percent of the total 10vestment cost -- not
unreasonable assumptIOns -- the leverage generated by $1 of fund 10vestment goes up to 10 to 1 10
total 10vestment

Ifappropnate authonzatIOn were obtamable from the U S Congress, utIlIzatIOn ofUSAID resources
to guarantee pnvate sector resources -- rather than to dIrectly capItalIze a fund -- can dramatIcally
10crease the leverage exerted by USG resources even beyond these levels PrelIm10ary and merely
10dlcatlve calculatIOns performed for the Pnvate Sector team by the AID Office of CredIt and
Investment 10dlcate that -- even under current hIgh country nsk condItIons prevalent 10 HaItI -- only
about $1 would need to be oblIgated by USAID for every $4 ofpnvate sector resources guaranteed
Thus $1 of USAID resources would translate lOto $4 10 fund resources avaIlable for 1Ovestment,
ultImately translat10g 1Oto between $20 and $40 10 total 10vestment based on the range of
assumptIOns explored 10 the preVIOUS paragraph Ten mIllIon dollars JUdICIOusly applIed through
a guarantee mechanIsm could thus support a quantIty of pnvate sector lOvestment large enough to
make a real dIfference 10 the qualIty ofgrowth begun 10 HaItI dunng the next two or three years It
IS therefore urged that the USAID/HaltI, WIth the support of other agencIes of the Cl1Oton
AdmInIstratIOn, make a senous effort to obtam CongressIOnal support for the utIlIzatIOn of
guarantees 10 HaItI under the general procedures and prOVIsIOns establIshed by the CredIt Reform
Act of 1990

A further attractIve feature of the guarantee mechanIsm, lOdependently of the amount ofleverage
generated, IS that It allows the guarantor to lImIt the amount or duratIon ofnsk that IS underwntten
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and, to the extent that perceIved nsks do not matenalIze and that guarantees are not m fact called,
that It also allows the recovery of resources once the penod of exposure IS past

In the case of HaItI, as dIscussed above, the penod of hIgh perceIved and real polItIcal nsk IS the
four-year penod between the begmmng of 1998 -- the earlIest an eqUIty co-mvestment fund could
conceIvably begm to operate -- and the end of2001, the first year of the next HaItIan PreSIdentIal
AdmIllistratIOn ThIs bemg the case, It would be pOSSIble to structure guarantee coverage for pnvate
mvestors m a HaItI eqUIty fund m such a way as to lImIt theIr pOSSIble losses only durmg thIs penod,
assummg that, for good or for Ill, a stable new polIcy regIme WIll have been put mto place by the end
of 2001 and that well-structured projects WIll from that pomt forward be able to take whatever
measures may be necessary to succeed WIthm that newly-defined polIcy regIme

A dIesel-fired power project set up m 1998 to prOVIde electnclty for a new mdustnal park, for
example, mIght be senously hurt by polItIcal mstabIlIty that slowed the development ofthe park and
consequently ofIts sales IfIt had not been phYSIcally destroyed or expropnated by 200I, however-
and these are both events that can be msured agamst -- once polItIcal stabIlIty were restored It IS
lIkely that satIsfactory arrangements for operatmg the plant could be negotIated WIth the new
government, almost IrreSpectIve ofthe Ideologlcalleamngs ofthat new government The proposed
eqUIty co-mvestment fund would make It more lIkely that both the power generatIOn project and the
mdustnal park could be developed on schedule despIte pOSSIble POlItICal mstablhty durmg the next
few years, thus makIng It more lIkely that both projects WIll be successful

The real threat that currently eXIsts and that wIll contmue to eXIst untIl after the electIons ofthe year
2000, the threat that IS presently stymymg pnvate mvestment and that can only be countered by
some form of nsk-shanng by one or more donors, IS the threat of contmumg mstabIlIty durmg a
three- or four-year penod Such mstabIlIty, much more even than the threat of an "unfavorable
polIcy regIme", makes It dIfficult for mvestors to feel comfortable that all the thIngs that have to
come together for a project to be successful WIll actually do so on schedule Governments of all
IdeologICal tendenCIes the world over have recogmzed the need for pnvate sector mvestment m
Infrastructure and for the development of major enterpnses Busmess people the world over have
learned to operate successfully under a WIde vanety of polIcy regImes Thus, whIle a favorable
polIcy regIme would undoubtedly help, and whIle sustamed rapId growth ofan economy as a whole
IS unlIkely to take place m ItS absence, the success or faIlure of mdlvldual enterpnses of the type
bemg conSIdered depends much more on stabIlIty and predIctabIlIty -- the very qualItIes that WIll
almost mevltably be lackmg m HaItI dunng the next several years

Even WIthout speCIal authonty from the US Congress to utIlIze a "credIt" mechamsm to support
the proposed fund, that IS, even IfUSAlDlHaltI has to oblIgate $1 for every $1 ofmvestment capItal
mobllIzed for the fund, It IS recommended that USAID use a guarantee mechamsm rather than dIrect
fundmg ThIs IS because It IS most unlIkely that 100 percent of mvestors WIll ever call theIr
guarantees -- even under rather extreme CIrcumstances -- and consequently because at least a portIOn
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of ImtIally-obhgated resources wIll come back to USAID after the proposed four-year penod of
coverage IS past The quahty offund management IS also hkely to be substantIally hIgher Ifpnvate
resources (albeIt partIally-guaranteed pnvate sector resources) are pnvately managed on a
performance-based for profit basIS, than Ifpubhc funds (even Ifthrough the vehIcle ofa pnvate trust)
are managed by contracted management respondmg to a more almost mevltably more complex set
of performance ObjectIves As mdlcated above, even WIthOut gIvmg nse to any contmgent USG
obhgatIOn, USAID/HaItI should be able to leverage ItS resources 5 to 10 tImes m terms of total
pnvate sector mvestment m pnonty Infrastructure projects

WhIle some addItIonal study WIll be needed before a final deCISIon on USAID mvolvement m the
proposed eqUIty vehIcle can be taken, we prehmmanly propose fundmg ofabout $4 mtlhon annually
for three years ThIs would help to support between $20 and $40 mllhon m annual mvestments -
WIthout speCIal guaranty authonty -- and up to about $100 mtlhon annually WIth the addItIOnal
leverage such authonty would proVIde Clearly, a hIgh dIrect and mdlrect employment Impact would
be expected to result from thIs level ofpnvate sector mvestment, and more Importantly, the work
of bUIldmg the firms and market mstltutIOns to make Job creatIOn and growth permanently
sustamable WIll have begun through thIS Important USAID mvestment opportunIty

Partzal Credzt Guarantees for Worlang Capztal & Investment

Parallel to the need for addItIonal eqUIty to support the development of hIgh-pnonty large-scale
capItal mvestment projects m Infrastructure, manufacturmg and tounsm, there IS a pressmg general
need to vastly expand access to credIt for mlcro-, small- and medIUm-SIzed busmesses throughout
HaItI As was explamed earher, tradItIOnally HaItIan commerCIal banks loaned money to a relatIvely
small number of "name" chents, large firms or busmess groups usually havmg an mterest m the
ownershIp of the banks Thus, the banks do not have a longstandmg relatIOnshIp as lenders to any
sIgmficant number ofsmaller comparues These companIes therefore don't have an extenSIve credIt
hIstory WIth the banks, and -- partIcularly m a penod ofhIgh uncertaInty and mstablhty such as HaItI
IS now hvmg through -- It IS very dIfficult to begm the process ofestabhshIng a credIt relatIOnshIp
and a credIt hIStOry now, even when some banks have recogmzed the need to broaden theIr chentele

PartIal credIt guarantees can be cruCIally Important m helpmg banks, operatmg m an extremely
dIfficult credIt envIronment as they are, to make the tranSItIOn more rapIdly and sIgmficantly
mcrease the volume of short- and medIum-term credIts placed WIth new small- and medIum-SIzed
busmess chents USAID/Haltl has ongomg, largely successful credIt guarantee projects operatmg
nowl9

, and It IS here proposed that programs SImIlar to these be rapIdly expanded and broadened m
both m scope and m coverage As was alluded to earlIer, It IS also strongly recommended that the

19 Two commerCIal banks are workmg WIth USAID on mIcroenterpnse lendmg through the Issuance of credIt
cards WIth partIal USAID guarantees, while the HaitIan Development FoundatIon and SOFHIDES are
tmplementmg a partIally-guaranteed agnbusmess loan program
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new and enlarged credit programs proposed here be aggressively marketed The pubhc IS not
currently famlhar With their eXistence, and It IS Important for small-busmess lendmg volume to grow
rapidly If thiS segment IS to become profitable for partlclpatmg banks

Both short-term workmg capital and trade finance and medium-term busmess development loans are
needed by HaitIan small busmesses Unfilled demand eXists m all sectors of economic activity,
lOcludmg commerce, handIcrafts, small-scale manufactunng, services, agnbusmess, fannmg and
mIcro-finance The sectoral focus ofnew, expanded partially-guaranteed credit programs should be
as broad as possIble, and both short- and medium-term loans should be made ehgIble

Cntena SimIlar to those utIhzed by AID's worldWIde MIcro and Small Enterpnse Development
(MSED) program proVide useful gwdance guarantee of up to 50% ofthe net loss on the prmclpal
amount of small busmess loans, and up to 70% of net prmclpallosses on micro-loans, the former
bemg for amounts of up to $150,000, and the latter for up to $5,000, each, up to $3,000,000
maximum exposure to any smgle partlclpatmg finanCial mstltutIOn, backmg up to $6,000,000 m
mlcro- and small-busmess loans, term of guarantees of up to five years, guarantee fees negotIated
With partIcIpatmg finanCial mstltutlons on a case-by-case baSIS

The MSED program operates under the rules of the Credit Reform Act of 1990 Tills reqwres an
appropnatIOn by AID only for the estimated "true cost" of the guarantee or loan, whIch IS estimated

as the present value ofanticipated claims over the lIfe ofguarantee faclhtles estabhshed, net offees
and 10terest earned Clearly, antICIpated claIms need to be estlmated on a case-by-case baSIS, WIth
the quahty of particIpat10g lenders and specific estImated country nsk be10g Important factors m
determ1010g the amount that has to be appropnated to support the specIfic guarantee operatIOn
Hlstoncally, for every $1 appropnated to the program, MSED has been able to mobIhze $25 m
micro and small busmess loans worldWide In the case of Haiti, higher country nsk conditions
would probably -- based on prehmmary estImates prepared for the Pnvate Sector team -- reqwre a
htgher amount of "provlSlomng" and overall leverage that could be achIeved would probably be m
the range of 10 to 12 tImes appropnatIOns

MSED has FY-1997 resources avaIlable and can accept hmlted additIOnal "buy-ms" utIllzmg
USAID/Haltl mission resources Thus, the MSED program Itselfcan be put mto operatIOn m Haiti,
10 partial fulfillment ofthe proposed WorkIng Capital and Investment Loan Guarantee program In
additIOn, It IS strongly recommended that USAIDlHwtl actIvely seek specific additIOnal guaranty
authonty from the U S Congress allOWIng It to estabhsh an expanded credit guaranty program
mdependent of MSED An annual appropnatIOn of $1 5 mIlhon for 10 years IS proposed, whtch,
IfspeCial guaranty authonty IS obta1Oed, would support approxImately $15 mIlhon 10 guarantees and
$30 mIlhon m lendmg annually At an average loan size between $50,000 and $100,000 each, tills
volume of credit corresponds to 300-600 loans per year natIonWide, mostly to support short-term
workmg capital needs across all sectors ofeconomic activity In our View, tills volume IS achtevable,
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and would clearly have a sIgmficant Impact on the abIlIty of small busmess to partIcIpate actIvely
m the reactIvatIOn and subsequent rapId expansIOn of the HaItIan economy

WhIle It may be necessary to offer more than a 50% guarantee ImtIally, thIs IS probably a reasonable
target for coverage after the first year or two of operatIOn It IS Important that partlclpatmg banks
and other lenders remam sIgmficantly at nsk m the lendmg program, to ensure that prudent credIt
norms and portfoho quahty are mamtamed The Idea, after all, IS that the guarantees never have to
be called Rather than hIgher amounts of guarantees, USAID can provIde addItIonal support to
participatmg lenders by defraymg some of the costs that these mstItutIOns WIll have to bear m
developmg a new, volume-based loan market As suggested above, USAID should, we belIeve,
absorb some of the costs ofpublIclzmg mformatton and otherwIse contnbutmg to the marketmg of
the new, partIally-guaranteed loan products, and It may also asSISt participatmg banks m obtalmng
and Implementmg low-cost loan processmg and portfoho management technologIes to which AID
has access through ItS mvolvement m mlcro- and small-busmess credIt programs worldWIde This
actIVIty IS conSIdered to be a core actIVIty m terms of ItS Importance for employment creatIon and
pnvate sector development m HaItI, and one that IS an especIally-good fit for USAID programmmg

PrIvatzzatIOn ofSOEs

In ourjudgment, the mternattonal donor communIty made an Important strategIc mIstake m allowmg
the pnvatizatton ofeXlstmg state-owned-enterpnses (SOEs) m HaItI to become such a high-profile
element m the condItIonalIty arrangements negotIated With the GOH It IS much more Important,
as Will be elaborated on further below, to allow pnvate sector partICIpatIOn m the development of
new publIc servIce enterpnses than It IS to determme ownership of a collectIon of mostly decrepIt
and practIcally-defunct SOEs Unfortunately, the dISposItIon of eXlstmg assets IS a polItically
charged Issue that can be easIly Inflamed by any number ofgroups pursumg all manner ofpolItIcal
objectIves, and the condItIonalIty estabhshed around the subject of SOE pnvatization has become
a very high hurdle mdeed, Iromcally and umntenttonally for the progress and effectIveness ofmajor
elements of the external donors' planned development programs for HaItI

That havmg been saId, It remams Important for USAID to contmue to partICIpate m the process and
to help m findmg ways to resolve the ImpedIments that have ansen to block progress towards the
pnvatizatton comnutments of the Government ofHattl It IS Important to do so precIsely because
ofthe very senous harmful Impacts that lackofprogress towards complymg With these commItments
IS havmg Although no addItIonal fundmg IS proposed, It IS recommended that USAID remam
commItted to asslstmg both the GOH and the other donors working m Hattl to find a workable and
pohtIcally-saleable approach to the pnvatIzatIOn of eXIstmg SOEs
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LlberallzatlOn ofOwnership & Management ofNew Publlc Utillties & Infrastructure

From the economIC and busmess development perspectIves, It IS crucIally-Important that pnvate
sector resources rapIdly gam access to mfrastructure and publIc servIce mvestment opportunItIes
Lack ofadequate, low-cost electrIc power, telecommumcatlOns and transportatIon servIces IS among
the pnncipal constramts Impedmg the recovery of the HaItIan economy, and senously erodmg ItS
mternatlOnal competItIveness RepresentatIves of the HaItIan government argue that -- m order for
the value of SOEs not to be dIluted, It IS Important from a HaItIan publIc fmance perspectIve to
Implement the sale ofeXlstmg assets, or shares m eXlstmg SOEs, first, only afterwards, can publIc
servIce sectors tradltlOnally-reserved for the government be lIberalIzed and opened to pnvate
mvestment and competItIon Tlus argument had a surface plausIbIlIty two years ago Today, the
economIC costs already mcurred by the whole of the HaItIan economy -- mcludmg the publIc
treasury -- from the lack ofadequate mfrastructure servIces, already far outweIgh any pOSSIble gaIns
to be had from further delaymg lIberalIzatIon of these sectors of the economy

It IS ImperatIve that pnvate mvestment and management resources be brought to bear on the
challenge of Improvmg the avaIlabIlIty and qualIty of mfrastructure servIces very, very qUIckly
USAID and other donors should work closely With the GOH to modify eXIstmg polICIes on thIS
subject Even m the absence of general enablmg leglslatlOn, the donors should urge the GOH to
proceed WIth pnvate Infrastructure development If need be on a case-by-case basIS, WIth speCIfic
contracts and enablIng legislatlOn to be negotIated speCIfically for lugh-pnonty projects that can be
IdentIfied and Implemented WIthout raIsmg the broad POlItICal Issues that wholesale polIcy reforms
Imply To put It even more strongly, unless more relIable and cheaper power, good mtematlOnal
commumcatlOns and effiCIent transportatlOn servIces are put mto place m HaItI m the next two years,
the economy has vIrtually no chance ofattaImng the lugh levels ofgrowth that are needed to relIeve
extreme poverty probably anytIme for another generatIon The only way that these cntIcal
mfrastructure defiCIencIes can be addressed Wltlun tlus tIme frame IS to allow the mtematlOnal
pnvate sector to enter, and thIS must be done now

It IS strongly recommended that USAID allocate approxImately $250 thousand annually for two
years to enable It to strongly advocate for the changes that are needed, and to contnbute necessary
adVISOry servIces and techmcal aSSIstance support ThIs actIVIty IS at the core of any strategy for
acceleratmg job creatlOn m HaItI, and IS a very good fit WIth USAID programmmg

Export & Investment PromotIOn

RapId economIC growth m HaItI can only take place If HaItI becomes an effiCIent mtematlOnal
competItor, pnmanly m the four sectors IdentIfied for tlus study export assembly and lIght
manufacturmg, handIcrafts, tounsm, and agnbusmess In order to become mternatlOnally
competItIve and to grow rapIdly, mvestment m these sectors must be opened up to both HaItIan and
mternatlOnal mvestors operatmg mdependently and m jomt venture

112



Contrary to much of the current conventIOnal WIsdom, AID has acmeved very Important successes
elsewhere m the world through Its support of specIalIzed mvestment and export promotIOn
orgamzatIOns, usually orgamzed as not-for-profit pnvate sector entItIes In Costa RIca, CINDE was
a major player m bnngmg about the export onentatIOn and the foreIgn mvestment that have now
placed It among the hemIsphere's leadmg successes m non-tradItIOnal export development mcludmg
ecotounsm, teak plantatIOns and cut flowers, as well as the more conventIOnal beach resorts and
apparel assembly operatIOns In Honduras, USAID-supported FIDE was the key agency bemnd
development and passage ofIndustnal Processmg Zone legIslatIOn, the actIve marketmg ofassembly
manufactunng capacIty worldWIde, and the orgamzatIOn oflong-term financmg to help support the
development ofnew export ventures In EI Salvador and m JamaIca, FUSADES and JAMPRO have
played SImIlar roles And, although these are mstances where AID has not played a role, no one
would deny the Importance that PROCHILE and the Insh IndustrIal Development Authonty have
played m bnngmg about a mgh rate of export-led growth for theIr much-admIred economies

We would also be prepared to argue that, m HaIti, despite a normal quota of strategIc and
management mIstakes, PROMINEX could have acmeved very Important successes, had It not been
for the fractunng of any hopes for polItIcal stabIlIty and progress that happened as a result of
polItIcal VIOlence and the suspenSIOn of presIdentIal electIOns m November 1987, less than a year
after the PROMINEX program had been reactivated WIth USAID support m the post-Duvaller
penod

Regardless of the past successes or faIlures of PROMINEX, It IS now Important to reorgamze a
profeSSIOnally-managed and aggressive export and mvestment promotIOn effort for Haiti, even as
parallel efforts contmue on other tracks directly aimed at Improvmg HaitIan competItIveness and
makmg the economic polIcy regime mcreasmgly supportive ofbusmess, mvestment and exportmg
With the declSlon to establIsh an mternatIOnal program taken today, It WIll stIll take a year to develop
a detaIled promotIOn plan and orgamzatIOnal deSign, reCruIt and eqUip marketmg and mdustry
speCIalists and launch operatIOns m any meamngful way In our VIew, the urgency of the current
Haitian situatIOn IS such that these preparatIOns should begm soon m anticipatIOn of condItIOns
havmg slgmficantly Improved by the tIme the promotIOnal effort IS staffed, eqUipped and up to
speed Investment and export promotIOn can and should proceed even Ifprogress towards Improvmg
competitIveness and the polIcy enVIronment IS slow, so long as at least a mlmmum of progress m
these areas IS bemg made, some successes m attractmg new mvestments and boostmg exports can
be made, and these successes WIll feed back mto the polIcy development process m a pOSItIve way
If, under worst case kmds ofconditIOns, the SItuatIOn detenorated so badly that acmevmg even small
mvestment and export development successes becomes Impossible, there WIll always be tIme to pull
the plug, WIth relatIvely lIttle havmg been lost As IS the case WIth other elements of the Pnvate
Sector Strategy that IS bemg proposed, an mvestment by USAID m settmg up a promotIOnal
orgamzatIOn and program undoubtedly mvolves takmg nsks m antICIpatIon of an assurances of
success In evaluatmg the possible costs mvolved, It IS Important for USAID and other donors to
measure benefit not Just m terms of the difference between current conditIons and any possible

113



upsIde to be gamed, but m terms ofthe vaster dIfference that eXIsts between that upsIde -- however
modest It may appear to be -- and the very large downsIde that may come from not actmg m tIme

Although a separate, mtensive effort WIll be needed to develop a detaIled deSIgn of the proposed
promotIonal program, the followmg general recommendatIons are offered at thIs tIme

• organIze promotIon by sectors (manufactunng, tOUrIsm, handIcrafts, agnbusmess), and
support the sectoral "deal-makers" WIth a central staff ofmarketmg, communIcatIons and
legal adVIsors,

• undertake the promotIonal effort through a pnvate trust or foundatIOn that allows for
membershIp by eXlstmg pnvate sector asSOCIatIOns, but can not be lInked to anyone or
accused ofrepresentmg any partIcular groups mterests over those ofothers, promoters must
be able to work as clear advocates of the busmesses and the projects they are promotmg-
mvolvement of the pubhc sector m the management or dlfectIOn of the program WIll
compromIse the promoters' abIlIty to perform as advocates, government mvolvement should
therefore be structured m terms ofcooperatIOn, mformatIOn exchange, and mutual support,

• the ovemdmg prmclple determlmng success or faIlure of the promotIOnal effort WIll be

"additIonahty", the program must aIm to IdentIfy and support new Investors, develop new
markets for eXIstmg HaItIan products, and develop new products that can be competItIVe In
both eXlstmg and new export markets, the mltIal focus of actIVIty should be on "deal
makmg", on the generatIOn oforders and the attractIOn of Investors, WIth polIcy regulatory
reform efforts lImIted to those that have a dIrect bearmg on speCIfic deals that otherwtse look
lIke they can be done m a short penod of tIme, 1 e , polIcy adVISOry and advocacy efforts
should be demand drIven, and

• buIld on eXlstmg assets, mcludmg eXlstmg and recently lapsed mternatIOnal busmess
relatIOnshIps, and the networks and resources of the HaItIan dlaspora, focus first on
reestablIshmg eXlstmg mdustrIes and recaptunng HaItI's former share of eXlstmg markets

Agam subject to further refmement through a speCIfic project development effort, we estunate that
a budget of approXImately $2 mIllIon annually for at least 5 years WIll be reqUired to operate the
proposed export and mvestment promotIOn program AddItIonal fundmg may be reqUIred m the fIrst
year to cover extraordmary orgaruzatIOn and startup expenses The actIVIty has a very htgh potentIal
Impact on employment creatIOn (recalhng that the correct measure of benefits IS the dIfference
between the "WIth" and "WIthout" cases, not necessanly the "before" and "after"), and has an
excellent fit WIth both Agency experIence worldWIde and speCIfic mISSIOn expenence and
capabIlItIes m HaItI USAID support for export and mvestment promotIon WIll reqUire a speCIfic
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WaIver of current general prolubitIons lImItIng the U S government's abIlIty to support export
promotIOn actIvItIes, however

"One-Stop Shop"for Investment Approvals & Llcensmg

FacIlItatIng Investment through the orgaruzatlon ofa centralIzed faCIlIty and expedIted procedures
for grantIng regulatory approvals and lIcenses IS a necessary and Important aCtIVIty of the host
country government, but one that IS qUIte dIStInCt from Investment or export promotIOn Because
ofItS Importance In faCIlItatIng the process and ItS complementary value In relatIOn to the proposed
promotIOnal effort, we also recommend that USAID or one of the other donor agenCIes support the
organIzatIOn ofa "one-stop shop", an aCtIVIty that WIll reqUIre fundIng on the order of$250 thousand
annually, for an ImtIal 5 year penod wlule more permanent GOH fundIng sources are developed,
pOSSIbly mcludmg fees collected from busmess clIents utilIzmg the servIces ofthe faCIlIty A "one
stop shop" IS Judged to have a medIUm-pnonty In terms ofItS potentIal contnbutIOns toJob creatIOn,
but nevertheless constItutes an Important OPPOrtunIty for USAID or other donors to support the
pnvate mvestment process

Local Pnvate Enterpnse Imtlatlves Fundmg

USAID can address thIS InItIatIVe at the regIOnal, local and mumclpallevels Tlus InItIatIve would
prOVIde grant fundmg to a local government proVIded that both the publIc sector and pnvate sector
leadershIp could agree on a pnonty project that could stImulate the enVIronment for pnvate sector
mvestment and Jobs m the localIty

Mumclpal governments, local chambers of commerce and pnvate sector leaders III HaItI do not
appear to work together for planmng and ImplementatIOn ofproJects and programs Tlus ImtIatIve
would proVIde motIVatIOn for dIalogue It would also focus attentIOn on the future and on what
could be a productIve focus for dIalogue -- rather than on the problems or on the blame eIther sIde
has for a partIcular problem

The terms ofthe grant would reqUIre agreement and cooperatIon ofboth sectors before approval The
ImplementatIOn should be by the pnvate sector (by contract, for example), under competItIve
selectIon Another pOSItIve Impact oftlus would be to enhance decentralIzatIOn It would proVIde
some IilltIaI expenence for mumcIpal governments m managmg some lImIted resources and
consultIng WIth others In the programmIng of those resources ThIs could prOVIde valuable
expenence and pave the way for a later decentralIzatIOn oftax revenues and publIc spendIng

It IS often easIer to promote pnvate-publIc dIalogue at the local level around practIcal and tangIble
projects that WIll have an ImmedIate Impact on the well bemg of the local reSIdents It also focuses
attentIon around the nght questIOn--namely how to promote prIvate sector led growth Such an
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ImtIatIve would reqUIre a promoter to VISIt and explam the program to mumcIpal authontIes and
pnvate sector aSsocIatIOns m dIfferent localItIes It mIght also be supported by a commumcatIOns
campaIgn It would also reqUIre that the proposal actually have promIse for affectmg the clImate for
pnvate sector mvestment m the localIty The promoter would be a pnvate sector development
specIalIst and would help the local leadershIp m developmg Ideas that would qualIfy for fundmg

A board establIshed for that purpose would reVIew the Ideas There would also be a need for a
controller functIOn and aSSIstance to the localIty m establIshmg basIC procedures to show that the
funds, once dIsbursed, were spent as planned ThIs mIght reqUIre Jomt SIgnatures or other checks
and balances that would allow the pnvate sector to exerCIse ItS leadershIp and overSIght role through
a commIttee

ThIs strategy has Important pnvate sector development ObjectIves but SImultaneously addresses
some democracy and governance concerns by bUIldmg grassroots governance capabIlIties The
approach should not be a mechamsm to shore up otherwIse meffectual local governments and
strengthen control ofgroups that otherwIse mIght not be re-elected Rather, the pomt IS to help buIld
mstltutIOnal mechamsms for dIalogue between the publIc and pnvate sector regardless of who IS
runmng the local government at any gIven time

The program could also mcorporate broader support (through traImng or techmcal assIstance) for
decentralIzed, publIc-prIvate planmng A USAID budget of $600,000 for three years IS proposed
for thIS study

The actIVIty IS conSIdered to be a hIgh pnonty element m the HaIti Pnvate Sector Development
Strategy It IS a vehIcle to proVIde mfrastructure and other Improvements that WIll generate busmess
growth and employment, and to encourage decentralIzed planmng and publIc-prIvate collaboratIOn
It IS an mltIatlve for whIch USAID has a umque or speCIal advantage, and fits well WIth the ongomg
SO1 ImtIatIves

Imtzatlve for Geographzc CoordznatlOn and Focuszng ofPnvate Sector Development

ActIOns dIrected towards pnvate sector development m general and towards decentralIzatIOn of
economIC actiVIty WIll, ofcourse, benefit the decentralIzed economIC clusters These are dIscussed
elsewhere m thIs report, and mclude, amongst others, actIOns dIrected towards

• Improved natIOnal mfrastructure and mfrastructure management,

• Pnvate sector proVISIon and management of mfrastructure and related servIces,

• LegIslatIOn to Improvement ofmumcIpal revenue generation capabIhty, and to transfer funds
to decentralIzed entItles,
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• DecentralIzatlOn of government servIces,

• DeclaratlOn of tOUrIsm development areas,

• Improved publIc-prIvate dIalogue and Jomt planmng, partIcularly at the local level

• Improved pUbIC awareness and CIVIC educatlOn, and

• Improved secunty and JudIcIal system

USAID can also select several (perhaps 3) decentralIzed economIC clusters for focused attentlOn
Focusmg of resources and assIstance on partIcular 10catlOns WIll maxImIZe the mteractlOns and
synergIes of the mterventlOns The 10catlOns would serve as both pIlots and demonstratlOns, and
mcrease competItlOn wIthm HaItI as well as competItIveness m the mternatIonal markets

The actlOns proposed m thIS report should thus, m part, mclude conSIstent focus on the partIcular,
selected decentralIzed clusters Types ofactlOns that can be dIrected towards specIfic clusters can
mclude

• Packages of these same types of programs to encourage busmess growth, but dIrected
towards mdIvIdual economIC clusters

• ActIons to facIlItate the processes of strengthenmg speCIfic clusters, such as Jomt publIc
pnvate plannmg mechanIsms, strengthemng of urban management and servIces,
development of traImng facIlItIes and programs, strengthemng ofmumcIpal finance, etc

• Focus mfrastructure and servIce mvestments on partIcular clusters partIcularly ports and
aIrports, power, commumcatlOns, rural roads, busmess servIce centers GeographIc co
10catlOn ofdonor programs FaCIlItate mtermodal lInkages and servIce lInkages on a cluster
speCIfic baSIS

In addItlOn, specIal programs should be developed to further support thIS decentralIzed economIC
development Examples could mclude

• Jomt economIc/busmess enVIronment planmng between CItIes and surroundmg communes
and rural areas, and

• PrOVIde a facIlIty to asSISt busmesses to traIn upstream supplIers and servIce prOVIders m
surroundmg communes and rural areas
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A USAID budget of$250,000 for SIX years IS proposed for tlus Imtlatlve, to cover costs of lImIted
studIes and techmcal assIstance to coordmate package elements, and costs of other techmcal
assIstance and tralmng

The actIVIty should be a hIgh PrIOrIty element m the HaItI Pnvate Sector Development Strategy It
IS a cruCIal vehIcle for decentralIzmg economIC growth, and for rapIdly developmg competItIve
segments WIthIn the HaItIan economy It IS an ImtIatIve for whIch USAID has umque or speCIal
advantages It fits well WIth ongoIng SO I, S02 and S03 ImtIatIves The mIX of elements SUlts
USAID/HaltI's expenence In many sectors, and USAID's abIlIty to assume a leadershIp role m
coordmatmg the actIOns ofthe varIOUS donors USAID has carned out numerous proJects worldWIde
that have had focus on secondary and tertIary CItIes

For-Profit BUSiness ServlcelCommumcatlOns Centers (20)

To faCIlItate access to modern and cost-efficIent commurncatIOns, Internet access, and other bUSIness
servIces, USAID can faCIlItate establIshment of local centers offenng these servIces on a
decentrahzed baSIS Such faCIlItIes should best be run on a pnvate, for profit baSIS However,
several start-up Issues WIll be relevant

• The need for a SIzable Imtlal mvestment m computer, telecommUnICatIOns and copy
eqUlpment, and

• The need for a market to develop for the servIces In an enVIronment where the bUSIness
(and other) communIty IS unused to modem telecommurncatIOns and InfOrmatIOn access
capabIlIty, the communIty WIll need to learn theIr applIcatIOn

WhIle such start-up dIfficultIes are standard for the US, busmess In HaItI may be unWillIng to Invest
m such a venture WIthOUt some nsk-reductIOn ThIs may prevent commumties from benefittIng from
technologIes and servIces that should be aVaIlable

USAID may therefore conSIder establIshIng pIlot (or demonstratIon schemes), and proVIdIng
concessIOnal arrangements (e g low-cost loans, or guarantees to banks for on-lendIng) for several
pIlot centers A USAID budget of $350,000 for three years IS proposed for tlus actIVIty

The actIVIty IS conSIdered to be a hIgh prIonty element In the HaItI PrIvate Sector Development
Strategy It WIll prOVIde access to servIces that WIll faCIlItate bUSIness growth and employment It
IS an ImtIatIve for whIch USAID has a unIque or speCIal advantage, as USAID has Implemented
SImIlar programs In many countnes
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RegIOnal DemonstratIOn Centers (5)

USAID can provide support to develop regIOnal demonstratIOn centers for agnculture, agromdustry
and other technology The centers would serve as decentralIzed focal pomts for dlssemmatlOn of
technology and mformatlOn, for market InformatIOn, for tralmng, for trade fairs, and for extensIOn
activity USAID support would mclude facIlItIes, salanes of staff, and programs Cost recovery
and cost shanng would be maximIzed A USAID budget of $200,000 annually for five years, for
each of 5 centers IS proposed

The actIVIty IS conSIdered to be a hIgh pnonty element m the HaIti Pnvate Sector Development
Strategy It IS a vehIcle to proVide access to new technologIes and mformatlOn, and prOVIdes a focal
pomt for the regIOn It fits well WIth an approach centered on speCific decentralIzed economic
clusters It IS an ImtIatIve that IS a good fit for USAID It makes use of USAID's focus on
technology dissemmatlOn and decentralIzed traImng, and serves both rural populatIOns and
busmesses that have been the focus ofUSAID programs

2 Public-Private Partnership Program

The second major element of the proposed HaIti Pnvate Sector Strategy conSIsts ofa few speCIfic
actiVIties deSIgned to foster a more actIve, contmuous and productIve polIcy dialogue between the
pnvate and the publIC sectors m HaIti, to develop consensus on the major economIC and busmess
pnonties for the country and to establIsh functlOmng allIances at many levels, each deSIgned to
address speCIfic high-pnonty Issues In contrast With much ofHaItian hIstory where small clIques
Wlthm the pnvate sector used preferentIal access to the government as a means ofobtaImng speCial
treatment, the partnershIps mtended here must be broad-based, open and partiCIpatIve In developmg
actIVitIes to Implement the program, USAID and other donors must be on guard to aVOId ever gIvmg
the appearance of favonng anyone pnvate sector group over another, m general, sponsorship of
partnership actIVIties should wherever pOSSIble be structured on a "project" basiS, where a large
number of mterested pnvate and publIc sector mstItutlOns can come together temporarIly for a
speCIfic purpose, rather than on an "mstItutlOnal" baSIS, where, as so often m the past, the hope has
been to develop a smgle mstItutlOn to faIrly represent the numerous and dIverse mterests of the
pnvate sector as a whole As has been learned, the latter mandate IS extremely difficult to fulfill, and
mstItutlOns selected by donors to try to play thIS role have often ended up bemg accused of
partIsanship and becommg an object of dIscord Within the pnvate sector, rather than umty

As With the Pnvate Investment and Employment GeneratIOn Program presented above, mdividual
actIVItIes proposed for the Pubhc-Pnvate PartnershIp Program are grouped accordmg to whether or
not they have a partIcular sectoral focus, or are mtended to functIon on an economY-Wide baSIS
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a Assembly Sector

Port & Customs Admmlstratlon for Secondary Cltles

As has been dIscussed above, a good opporturnty eXIsts to begm developmg mdustnal parks and
other facIlItIes for export assembly outsIde of Port-au-Pnnce, partIcularly m Cap Haltlen and m
Gonmves, whIch already have docks sUItable for small contamer vessels, and later m CItIes such as
Les Cayes or St LOUIS du Sud whIch may be able to Improve or bUIld appropnate mfrastructure over
the next few years

In order for assembly m these locatIOns to be competItIve, port and customs admlmstratlOn servIces
must be rapId, low-cost and effiCIent Indeed, one of the major motIvators that may mduce
assemblers to move out of the Port-au-Pnnce area IS preCIsely the prospect of escapmg the
congestIOn and unacceptable admlmstratlve practIces that charactenze ItS port

The process of developmg effiCIent port and customs admInIstratIOns at decentrahzed locatIOns,
wluch may mclude contractmg of pnvate management and/or pnvatIzatlOn of port faCIlItIes, WIll
reqUITe that procedures be developed m partnerslup WIth shIppmg lmes and slippers, that electromc
eqUIpment and software be prOVIded and that personnel be adequately tramed An actIVIty to
accomphsh these ObjectIves at three locatIOns m the country IS estImated to cost approxImately $750
thousand, dlstnbuted over a three-year penod Such support IS conSIdered to be a core part of any
strategy aImed at achIevmg decentralIzed employment growth, and IS a good fit for USAID
programmmg on the baSIS ofexpenence gamed by the Agency m publIc admimstratlOn and pubhc
sector tralmng mother countnes ofthe hemIsphere

Free Trade Zone LeglslatlOn

A proposed new Free Trade Zone Law eXists m draft and was clrculatmg for comment dunng the
Pnvate Sector team's VISIt to Hmtl m early May, 1997 Clearly, such legIslatIon IS Important to
prOVIde the basIS for development of mdustnal parks and processmg faCIlItIes at vanous locatIOns
m HaitI Indeed, the draft law exphcltly favors development of FTZs outSIde the Port-au-Pnnce
area, whIch IS clearly a pOSItIve thIng At least one vanant of the draft legIslatIon receIved by the
team may, lromcally, go too far m thIs dIrectIOn as It contams language that would speCIfically deny
FTZ status to any faCIlItIes located Wlthm the Port-au-Pnnce urban "agglomeratIOn"

The only two eXlstmg mdustnal parks m HaitI, both currently occupIed to only about 1/3 ofcapacIty,
are, ofcourse, located m Port-au-Pnnce, and It would clearly be counterproductIve not to allowthese
eXlstmg faCIlItIes to gam FTZ status and, hopefully, achIeve full occupancy m a short penod oftime
Whtle the mtent of favonng decentralIzed development of FTZs IS laudable, a prohIbItIOn of any
further development of FTZs m Port-au-Pnnce may work agamst the practIcal need to create
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employment for the many thousands ofpoor people who are already there In our View, therefore,
new legIslatIOn on thIS subject should establIsh parameters for developmg new FTZs m Port-au
Pnnce accordmg to sound urban spatIal and transportatIOn planrung cntena, rather than sImply
prohIbIt any further development Also, eXlstmg facIlIties need to be grand-fathered m, regardless
of the planrung consIderatIOns that may be brought to bear for new facIlIties, sImply m the mterest
ofutllIzmg scarce capItal resources and recovenng employment as qUIckly as can pOSSIbly be done

A small budget of about $50 thousand IS proposed to faCIlItate the services ofspeCialIzed planrung
adVisors who can assist m analyzmg these Issues while the proposed new legislatIOn remams m draft
form The actIVity should be carned out qUIckly, to make use of thiS wmdow of oppOrtunIty It IS
conSIdered to be hIghly Important m terms of ItS potential Impact on employment generatIOn, and
IS a good fit With the rest of the USAIDlHaitI program

Dzalogue on Labor Issues m the Assembly Sector

As IS well known, alleged "sweatshop" condItIOns m HaItian (and Honduran) assembly plants have
recently come under dIrect attack from segments of the U S labor movement, and thIS IS havmg a
potentially very damagmg Impact on the abIlIty ofHaItian assemblers to retam eXlstmg clIents, much
less to attract new ones Understandmg the seventy ofthe threat and the Importance on mamtalmng
acceptable mternatIOnallabor practices m theIr plants, the Assembly Industry of HaIti (lDAH),
workmg through the HaitIan Manufacturers' ASSOCiatIOn (ADIH) has recently promulgated a strong
code of ethiCS and busmess conduct that speCIfically address the allegatIons that have been leveled
agamst the mdustry, and reqUIre theIr membership to mamtam stnct complIance With labor laws
govermng hIrIng practIces, mlmmum wage and benefits nghts, the nghts of workers to orgamze
umons, and the mamtenance of adequate health and safety standards

Mamstream US labor orgamzatlons such as the AFL-CIO, and theIr mamstream counterparts m
HaitI, such as the Centrale Autonome des TravaIlleurs HaitIens (CATH), both of whom were
mtervlewed by members ofthe Pnvate Sector Strategy team, are obVIously concerned to make sure
that the alleged abuses of HaitIan labor do not take place, but are also equally concerned about the
pOSSIbly dIsastrous Impact unfounded but hIghly-publIcIzed attacks on the mdustry may have on
employment, both currently and m the future

It IS Important that any unresolved labor Issues affectmg the assembly sector m Haiti be addressed
dIrectly by the partICIpants, With the mvolvement and pOSSIble assIstance from mamstream Amencan
labor orgamzatIOns such as the AFL-CIO's Amencan InstItute for Free Labor Development, AIFLD
Subsequently, It IS equally Important that both Amencan and HaItIan labor orgamzatIOns partICIpate
m the task ofcommumcatmg the Importance ofthe assembly mdustry for Job creatIOn m HaIti, and
m restormg ItS pOSItIve and competItIve Image mternatIOnally ConversatIons With CATH
representatIves mdlcate that they are eager to partICipate m a dIalogue on labor Issues m particular,
and on broader econOmIC development Issues and polIcy more generally TheIr perceptIOn was that
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both pnvate enterpnses and labor organIzatIOns have largely been excluded from partICIpatIOn m
such dIalogue by the government, and that thIS, rather than antI-busmess sentIment, was the prmclpal
source of theIr frustratIons

A budget of $50 thousand annually for two years IS proposed to dIrectly support dIalogue on labor
Issues m the assembly sector m the short term It IS also proposed that labor representatIves be
encouraged to partICIpate permanently m other forms ofdIalogue on broader economIC development
polIcy Issues that, It IS proposed, be supported through separate, economy-WIde actIVItIes as WIll be
descnbed below Addressmg outstandmg labor Issues and communIcatmg a more balanced Image
of the Hmtlan assembly mdustry mternatIOnally are of very hIgh Importance for employment
maIntenance and future generatIOn m HaItI, and It IS conSIdered that the actIVIty has a good fit WIth
USAlD mISSIOn programmmg

b TOUrism

AdoptIOn ofan Investment Code For Tounsm

ThIS code WIll form part of a foreIgn mvestment promotIOn strategy It must extend elIgIbIlIty for
mcentives to mvestments m cruIse shIp mstallatIOns (enclave ports) and crUIse termmals, mcludmg
reconditIOmng ofeXlstmg faCIlItIeS as well as new constructIOn A pOSItIve mvestment enVIronment
WIll promote ongomg capItal mvestment m mstallatIOns for expanSIOn purposes and InnOvatIOn,
further mcreasmg economIC benefits It must also extend mcentIves to hotel and resort
developments

ASSIstance m the completIOn of an Investment Code for TOurIsm may reqUIre short-term adVISOry
servIces over the next year estImated to cost no more than $50 thousand Timely support m the
preparatIOn ofa SUItable mvestment law for the sector WIll contnbute sigruficantly to the attaInment
of the employment potentIal of the sector, and IS conSIdered to be a good fit for USAID/HaitI

c AgrIbusmess

Pncmg and Trade Polzcy Reforms

USAID should encourage the GOH to change ItS focus from productIOn self-sufficIency towards an
emphaSIS on competItIve and modem productIOn systems resultmg m the Improved avaIlabIlIty of
food for HaItIans ThIs would mvolve assIstmg the GOH to move from pnce supports to lUcome
supports Othercountnes facmg SImIlarproblems, such as MeXICO WIth ItS large eJIdo (small farmer)
sector, have begun to make thIs move WhIle there are many admirustratIve dIfficultIes lU
Implementmg such a scheme lU HaItI, It IS nevertheless an Important optIOn that WIll have
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Implemented eventually One major problem IS the mablhty to actually get mcome support
payments to the small farmers WIthout encouragmg corruptIOn USAID mIght begm by bnngmg m
speclahsts who can demonstrate the practical losses mcurred under the present system to the GOH
(and perhaps to the donor commumty as well) and who could develop reasonable and feasIble
alternatives A USAID budget of $200,000 annually for two years IS proposed, to fmance the cost
of studIes, techmcal asSIstance and trammg

The actIVIty IS conSIdered to be a illgh pnonty element m the HaIti Pnvate Sector Development
Strategy It WIll result reduce the costs of staples, willIe freemg farmers to explore and produce
higher-value products It IS an ImtIatIve that IS a good fit for USAID USAID/HaitI and worldWIde
have extensIve expenence m workmg WIth governments and farmers to remove pnce dIstortIOns and
develop sound pnce and trade pohcles

MacroeconomIC Pohcy Development & ImplementatIOn

It IS obVIOusly ofcntlCalimportance for pnvate sector development and employment creation that
a sound macroeconomIC pohcy envuonment be mamtamed, mcludmg the mamtenance ofdomestIc
fiscal and external balance-of-payments balances, and the mamtenance ofStablhty m pnces, wages
and mterest rates MacroeconomIC pohcy needs to be formulated m a dynamIC context, however,
and contmually reassessed m the hght ofunfoldmg developments m the real economy, m partIcular
output levels of the economy's varIOUS sectors, exports and employment One Issue that bears
partIcularly close momtonng m terms ofItS Impacts on busmess and the real economy, for example,
IS the foreIgn exchange rate

On a purchasmg-power parIty basIS keyed to the exchange rate prevaIlmg m late 1994, It appears that
the Gourde IS gradually becommg overvalued m relatIOn to the US dollar, and hence m relatIOn to
other currenCIes that fluctuate WIth the U S dollar Among other thmgs, an overvalued Gourde
would tend to raIse the cost of HaItIan labor m companson WIth other countnes competmg for
mternatIOnal assembly busmess, and, perhaps Just as Importantly, tends to lower the pnce oftraded
goods m relatIOn to non-traded goods The effects of an exchange rate dIstortIOn that lowers the
pnce of traded-goods IS especIally apparent for the agncultural sector, where ItS mevltable Impact
IS to make Imported commodItIes hke nce cheaper m relatIOn to domestic output, and to make export
commodIties hke coffee less valuable m domestic currency, and hence less profitable and attractive
to farmers An overvalued exchange rate, made sustamable m HaItI by the large InflOWS of foreIgn
exchange prOVIded by the mternatIOnal donor commumty, m the long run encourages lffipOrtS and
dIscourages local productIOn both for domestIc consumptIOn and for export

The other SIde of the com IS that a currency devaluatIOn also clearly makes the domestic pnce of
Imported goods hIgher, can reduce the poor populatIOn's ablhty to afford basIC necessIties hke nce,
and can contnbute to generatmg an InflatIOnary spual EconOmIsts based m HaIti who follow the
economy closely have observed that, so long as the supply response of the busmess sector IS
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repressed by other conditions, such as msecunty and lack ofbasic mfrastructure, for example, the
positIve effects on the domestIc output of traded goods that IS usually to be expected from a
devaluatiOn of the local currency to a competitIve level may not matenahze, m such cases m which
other factors constram supply, the only effect ofa devaluatiOn may be on pnces and real mcomes

Currently, m HaitI, supply constramts are severe, and the advocates of exchange rate stabihty are
probably correct This is a SItuatiOn that can be expected to change radIcally, however Indeed one
of the pohcy ObjectIves of government and the donor communIty must be preCIsely to remove the
constramts that currently stIfle the abilIty of busmess and the pnvate sector economy to respond to
demand-Side stImuh There Will come a tIme, therefore, when a more fleXible exchange rate pohcy
allowmg for more rapId adjustment to a long-run competItive level will be reqUired

The proposed Pnvate Sector Strategy for HaitI reqUires the support ofmacroeconomIC pohcy-makers
m the GOH, whIch m turns reqmres support and coordmatlOn from the donors' macro-pohcy
adVIsors, mcludmg partIcularly USAID whIch has a large, m-house economICS staffpermanently m
country and hence m a partIcularly good condItIOn to be momtonng developments m the busmess
sector and the real economy that need to feed back mto a fleXIble and dynamIC macroeconomIC
polIcy framework While no addItIonal resources are needed for this purpose, mteractIon,
coordmatlOn and mutual support between the USAID miSSion's pnvate sector program and its
macroeconomIc polIcy staff are of vItal Importance to the success of both mISSiOn objectives

SeCUrity & Law Enforcement

Agam, there eXIsts a strong complementarIty between the proposed Pnvate Sector Strategy and the
mISSion's ongomg strategIC ObjectIves and programs focused on democracy, JustIce and human
nghts As noted above, lack ofsecunty IS among the most important negatIve factors restraimng the
pnvate sector's abIhty to respond to opportunItIes through mvestment,job creatiOn and growth, and
the mISSIon's Democracy and Governance actIVIties, to the extent that they are successful m
Improvmg the law enforcement and JudiCial aspects of msecurIty, Will be makmg a direct
contnbutiOn to makmg the attamment ofpnvate sector objectIves pOSSible

The remforcement between pnvate sector development/economic growth and democracy and
governance IS mutual, of course, and runs both ways To the extent that consensus on economIC
polIcy Issues IS generated, jobs are created and mcomes expand, the bases for representatIve,
partICIpatory and democratIc self-government Will be dIrectly strengthened To the extent that
HaItIans begm to see a bnghter future for theIr chIldren, can buy a home, put asIde some savmgs and
think about theIr old age Without fear, they become stakeholders m the system that proVIdes a future,
and partICIpants m ItS protectIon
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It IS not necessary to further belabor the pomt to make clear that ongomg secunty and law
enforcement programs supported by the USAID mISSIon are of vItal Importance to achlevmg
employment and sustamable growth ObjectIves The two programs are strongly supportIve ofeach
other, and close coordmatIOn IS deSIrable to ensure that theIr future evolutIOn contmues to be hIghly
complementary For example, future ImplementatIOn of the mISSIon's AdmimstratIOn of Justice
program may Wish to emphaSIze the admimstratIOn ofCommercial Lawto a greater extent than now,
and Issues pertaImng to the JunsdictIOn, nghts and responsIbIlItIes of local governments m theIr
relatIOns With the natIOnal government and With thIrd partIes Will also undoubtedly reqUIre analytIcal
and techrucal aSSIstance support

No addItIOnal fundmg IS conSIdered to be necessary for the hnkage ofpnvate sector secunty and law
enforcement Issues to the mISSIOn's ongomg Democracy and Governance Program LIke fleXIble
and adaptive macroeconomIC pohcy formulatIOn, secunty and law enforcement are core actiVIties
for the attamment of employment creatIOn ObjectIves m HaIti, and are areas where the USAID
mISSIOn has a speCial or unIque capablhty m relatIOn to other mternatIOnal donors

Urban and Rural Land Tenure Studzes and Technzcal Asszstance

USAID IS currently explonng pOSSIble ImtIatives by CLED (supported by Hernando de Soto's
Institute for LIberty and Democracy, ILD, m Peru) to create a system oftitles and other mechamsms
that would mcrease the securIty oflandowners, encourage mvestment and help them gaIn access to
finanCial markets Even SImple land tItlmg would faCIlItate the development of a market m
agnculturalland allOWing the consohdatIOn ofeXlstmg mlcro-holdmgs The nature ofany work to
be carned out under thIs actIVIty Will have to be determmed m terms ofthe outputs from CLED-De
Soto, and follow-on work that may be adVIsable

Assummg some follow-on support, m terms ofstudIes and ImplementatIOn techrucal asSIstance, Will
be needed, a USAID budget of $250,000 annually for two years IS estimated

The actIVIty IS conSIdered to be a hIgh pnonty element m the HaItI Pnvate Sector Development
Strategy It IS an opportunity for USAID, whIch can have enormous Impact on mvestment and
sustamable enterpnse development

Improved Cost Recovery and Accountabzlzty In Decentralzzed Servzce Delzvery

USAID should encourage Improved pubhc servIce (utIhtIes and other servIces) dehvery that IS
planned and managed on a decentrahzed baSIS This ImtiatIve has several sub-elements
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ConsIderable decentralIzatIOn ofpublIc servIces IS dIscussed and foreseen In Haltl Mecharusms WIll
Include pnvatIzatIOn, concessIOrung, alternatIve pnvate proVISIon of servIces, publIc-pnvate
partnershIps and reorgaruzatIOn ofgovernment operatIOns GOH has adeclared polIcy to decentralIze
government actIVIty and servIces

USAID should support such actIOns Wlule speCIfic elements of decentralIzatIon wIll reqUire
speCIfic InstItutIOnal and feasIbIlIty analyses, USAID programs should support the decentralIzatIOn,
regIOnal competItIOn and pnvate proVISIOn ofservIces as desrrable pnnclples USAID can faCIlItate
the decentralIzatIOn process, and help In proVIdIng local abIlIty to prOVIde publIc servIces (largely
through contract) USAID can prOVIde reorganIzatIOn, tralrung and techrucal asSIstance to localItIes
to help local authontles carry out theIr new management, regulatory and overSIght responsIbIlItIes
USAID can also proVIde asSIstance for conductmg feaslblhty analySIS and tenders

USAID can also prOVIde aSSIstance to local government, bUSIness and other local stakeholders to
develop effectIve plannmg, morutonng and faCIlItatIng relatIOnshIps and mecharnsms to support the
decentralIzatIOn process USAID can also aSSIst thIS process by provIdmg techrucal assIstance and
tralrung to GOH

The performance ofproVIders ofpublIc mfrastructure/servlces should be avaIlable for publIc scrutmy
and comment DecentralIzed servIce should be responSIve to the needs of the communItIes B of
bUSIness and the populatIOn In general Local stakeholders should thus have vOIce In the plannmg
of servIce prOVISIon, In advocatmg Improved servIce, and m resource allocatIOn

It IS suggested that local servIce proVIders -- publIc or pnvate -- open theIr actIOns to reasonable
publIc scrutIny and advocacy PublIc servIces boards composed of a vanety of local stakeholders,
should prOVIde overSIght, planrung Input and ombudsman functIOns VIs-a-VIS servIce proVIders

Performance measures need to be establIshed as part ofthe regulatory or competItIve enVIronment,
and prOVIders held to the stated standards

ServIces cannot contInue to be regarded as a free good, and user charges need to be properly leVIed
and collected to contnbute to theIr sustaInable finanCIng InnovatIve methods should be developed
to apply the charges The ablhty ofservIce proVIder to levy and collect charges should be reInforced,
and payment by users should be enforced Pnvate prOVISIon of servIces should contnbute to
Improved cost recovery -- proVIders WIll have to have legal authonty to cut or restnct servIce to
dehnquents A USAID budget of $400,000 annually for three years IS proposed

The actIVIty IS conSIdered to be a medIUm pnonty element In the Haltl Pnvate Sector Development
Strategy It WIll result In Improved and more responSIve servIce proVISIon, and greater cooperatIOn
and dIalogue amongst all stakeholders The lrutIative IS an OPPOrtunIty for USAID that WIll
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encourage mvestment and enterpnse, and that WIll remforce competItIveness and decentralized
approaches to economIC growth

Improve Local Tax Collectwn

DecentralIzed governance, provlSlon ofservIces, and constructIOn ofnew Infrastructure reqUIres that
adequate financIal resources are avaIlable to the mumcipalIties USAID can help the mumcipalitIes,
partIcularly pnonty locatIOns, to Implement broad-based, eqUItable and properly Implemented tax
collectIOn The current tax base IS very lnmted, and the IdentIfiable base IS subject to undue pressure
VIs-a-VIS other reSIdents and busmesses

In Cap HaItlen, the busmess commumty has reportedly contnbuted HD20,000 to the mumclpality
to assIst m developmg the tax rolls

USAID can also asSISt m Improvmg the promptness and effectIveness of revenue transfers to the
mumclpalitles from the central government

A USAID budget of $500,000 annually for three years IS proposed, to support the cost of tax
collectIOn and accountmg personnel, computers and other physIcal Items, techmcal assIstance and
tralmng The actIVIty IS conSIdered to be a medIUm pnonty element m the HaItI Pnvate Sector
Development Strategy It IS a good fit for USAID USAID has carned out several mumclpal
finance programs worldwIde, and the program supports USAID's emphasIs on decentralIzatIOn and
democratIzatIOn, m addItIon helpmg to prOVIde the basIC servIces needed for busmess growth

Publzc Interest Regulatwn ofPrzvately-Managed Utllztles

WhIle It IS certamly true that mvolvement of the pnvate sector m the management and ownershIp
ofutIlItIes lIke power plants, telecommumcatIOns systems, ports and aIrports IS m the long-term best
mterest of the HaItIan public because of the effiCIency gaIns that can almost always be had from
transfemng out ofthe public sector, It IS also true that clear, effectIve and well-enforced rules be m
place to ensure that pnvate owner/operators hold up to theIr contractual oblIgatIOns and that the
publIc mterest IS served Long-term contracts WIll usually stIpulate servIces pncmg and/or a pre
agreed formula baSIS for penodlcally adJustmg pncmg Pnvate utIlity conceSSIonaIres are also
typIcally contractually-bound to certaIn performance and quality of servIce standards that must be
met Ifthe benefits ofpnvate management are to be realIzed Often, the conceSSIOnaIre WIll COmmIt
to expand capaCIty at a certam rate, to bnng servIce mto certam speCIfied areas or to certaIn classes
of consumers by a certaIn date, and to mamtam acceptable standards of reliabIlity and servIce
quality
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Much of the resistance to transferrmg the operation of utilIties to pnvate hands often results from
lack offamllIanty With the contractual mechamsms and remedIes avaIlable to governments to ensure
that publIc mterest ObjectIves are met through the pnvate servIce contract SImIlarly, governments
may fear that they Will be unable to enforce performance reqUIrements, perhaps especIally when the
conceSSIOnaIre IS a large multmatIOnal entity

PnvatIzatlon ofeXlstmg SOEs and the opemng up of all publIc servIce sectors to competition from
pnvate prOVIders can be facIlItated and advanced by provldmg adVISOry and technIcal assistance to
the GOH m developmg contractual approaches to regulatIOn of pnvately-managed entitles, and
establIshmg the mechanIsms -- mcludmg the enlIstment of mternatIOnal guarantors If reqUIred -- to
faCIlItate enforcement of performance commitments by such entItIes Thts IS a large and complex
area of InternatIOnal law and regulatory practice, but one In which great stndes have been taken In
recent years and to which HaItIan publIc offiCIals m the executive, legislatIve andJudICIal branches
need to be exposed In order to foster greater understandIng of the alternatives that are avaIlable for
safeguardmg the publIc mterest that do not reqUIre direct control of operatmg entitles

A budget of $250 thousand annually for two years IS proposed to permIt the mobl1IzatIOn of
speCIalIzed legal and regulatory adVIsors to work With the GOH, and With pnvate sector partIes
mterested m undertakmg mvestments m publIc services compames, m developmg legally-recogmzed
prototype contracts that can be used to support theIr accelerated development Thts actIVity IS m the
core of an employment generatIOn strategy that seeks to be sustamable m the long-run It IS also
espeCIally well-SUIted for ImplementatIOn by USAID, gIven the large Involvement of U S
multInatIOnals m the prOVISIon ofpublIc servIces on a pnvate baSIS around the world and the large
amount of U S legal and regulatory expenence that has been developed as a consequence

Publzc-Przvate CooperatIOn m Local Land Use Management

USAID can aSSIst local government, busmess and other stakeholders mJomt plannmg for effectIve
land use management Coordmated and collaboratIve planmng IS needed for a number ofuses that
are Important for busmess and mvestment, for example publIc services, tounsm development,
locatIOn of mdustnal zones USAID support could mclude techmcal asSIstance for trmmng and
faCIlItatIOn, fundmg for speCIfic research and pOSSIbly feaSIbIlIty studies PartIcular focus can be
gIven to pIlot efforts m selected pnonty clusters

A USAID budget of$300,000 annually for two years IS proposed The actIVIty IS conSidered to be
a medium pnonty element In the HaIti Pnvate Sector Development Strategy It IS an opportunIty
for USAID The program reinforces USAID's emphaSIS on decentralizatIOn and democratizatIOn,
m additIon helpmg to prOVIde the baSIC servIces needed for bUSIness growth
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Tax & Regulatory Reforms & Enforcement to Strengthen the Formal Sector

Ill-conceIved tax and regulatory structures and procedures, coupled With uneven enforcement ofthe
tax laws and regulatIOns that are m place, provIde powerful mcentIves for HaItIan firms to operate
outsIde the law, m the so-called "Informal" sector Many such firms engage m contraband on a
large-scale and constItute a genume competItive threat to the SurvIVal offormal sector firms seekIng
to compete m the same markets, but WIth the added costs of havmg to comply With tax and
regulatory reqUIrements Often, the government Itselfdefeats Its own purposes by estabhshmg tax
rates that are so hIgh, or regulatory reqUIrements that are so costly and onerous, that compames are
encouraged to go underground, fallmg off the tax rolls entIrely m the process InJudICIOUS taxation
and regulatIOn, coupled WIth lax enforcement, also encourages corruptIOn among government
offiCIals, and therefore may have long-term consequences that go way beyond the current revenue
collectIOns that may be bemg lost Lack ofunIformIty m enforcement, even when no corruptIOn IS
mvolved, gIves the appearance of partIalIty and fosters dIsrespect and evasIOn

HaItian pubhc revenue systems, whether the sales tax ofwharfage fees assessed at the port ofPort
au-Pnnce, suffer from the claSSIC dIlemma ofhow to raIse suffiCIent revenues from an overly narrow
base Without havmg to Impose overly hIgh rates on the few who pay The fact may be that It IS
ImpOSSIble to buIld revenues to the extent needed Without concentratmg the revenue effort first on
broaderung the base Broadenmg the base, m turn, may mean Improvmg comphance through more
ngorous enforcement, on the one hand, and encouragmg the growth of busmess volume, on the
other Revenue measures, such as hIgh rates, that work agamst both ease of enforcement and the
growth of busmess volume may m fact turn out to be revenue-counterproductIve m the long-run

We are not m a pOSItIOn to pOSItIvely assert that thIs IS the case m HaitI today, but strongly suspect
that It IS We therefore recommend that resources be expended to determme the extent to whIch the
revenue effort should be redIrected m ways such as have been suggested, With the aIm of rapIdly
expandmg the base of hClt economIC actIVIty on whIch lower tax rates could be more uruformly
apphed Fundmg at the level of $250 thousand annually for two years IS proposed to support thIs
effort, mcludmg the techrucal aSSIstance that may be reqUIred to Implement changes m assessment
and enforcement practIces that are found to be deSIrable ImplementatIOn ofthIs actIVIty Will reqUIre
close coordmatIOn With other donors -- smce pubhc sector revenue performance and external
financmg strategIes are central to the macroeconomIC condItIOnalIty that IS bUIlt mto fundamental
documents such as the IMF Extended Structural Adjustment Faclhty Support to the GOB m
carrymg out the necessary studIes and developmg pohcy alternatives that have more ofa suPplY-SIde
perspectIve IS conSIdered to be ofmedIUm-pnonty m terms ofemployment generatIOn, and a good
opportunIty for USAID to bolster ItS pnvate sector program IfSImIlar work IS not already bemg done
by one of the other donor orgaruzatIOns
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Polzcy Mentormg

AdvIce from donors IS vIewed as reflectmg donor mterests and IS WIdely cntIClzed, Ifnot vIlIfied,
by those seekmg to make short term polItICal gam Therefore, we recommend facIlItatmg contact,
exchange and techmcal assIstance WIth strong reform proponents from non-donor countries who
enJoy hIgh respect m HaItI The Government led by Nelson Mandela m South AfrIca would be a
good example The ANC made a radIcal transformatIOn m economIC strategy and pnvate sector
polIcy and now recogruzes the need to promote hIgh levels of pnvate sector mvestment Another
such example would be Uganda where a prevIously socIalIst leader has now Implemented some of
the boldest pnvate enterpnse reforms m AfrIca There are also by some relevant examples from
French speakmg AfrIca and the EnglIsh speakmg Canbbean However, the Domirucan RepublIc IS
not a very good model for pnvate sector polIcy despIte ItS track record WIth free trade zones and
tounsm VISItS by a cntlCal mass ofpublIc sector leaders to these countries, or VIce-versa, could help
affect governmental strategy

A USAID budget 0[$300,000 annually for two years IS proposed ThIs would pnmarIly cover the
costs of VISItS and mterchanges amongst leaders, and 1 to 2 conferences

The actIvIty IS consIdered to be part of the core of the HaItI Pnvate Sector Development Strategy
It IS an actIvIty for whIch USAID has specIal qualIficatIOns, havmg assIsted polIcy dIalogue
throughout the world Development of polIcy and VISIon are central to the changes needed to
encourage broad-based and dynamIC busmess actIVIty m HaIti

NatIOnal Futures ScenarIO Planmng

Another strategy, also mspIred by the South Afncan example, would be to engage m a Scenano
Planmng ExerCIse In South AfrIca thIs exerCIse mvolved over 40,000 m small groups from all
classes, ethnIC groups and regIOns It was a powerful tool that helped generate the consensus leadmg
to the hIstonc compromIse whereby the NatIOnal Party gave up Its monopoly on polItical power and
the ANC gave up ItS SOCIalIst and statist economIC platform The scenarIOS for South AfrIca's future
were presented to labor uruons, church groups, chambers of commerce, VarIOUS polItical partIes,
regIOnal councIls, and other groups and resulted m motIvatmg the dIalogue resulting m greater
consensus m what was a hIghly polanzed SOCIety Such an exerCIse, or an eqwvalent process, IS
needed m HaItI The prOjectIOns ofunemployment, even gIven current economIC growth rates, are
sobenng

Dependmg on sponsorshIp locally, a USAID budget ofabout $1 5 mIllIon annually over a two-year
penod would be needed for the expertIse, techrucal studIes, and fostenng of up to 40,000 people
partlcipatmg m thousands of small groups
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The ScenarIO Planmng actIvIty IS consIdered to be a hIgh pnonty element m the HaItI Pnvate Sector
Development Strategy It IS an actIvIty for whIch USAID has specIal qualIficatIOn for
ImplementatIOn USAID has led polIcy dIalogue In numerous countnes, and works With a Wide
breadth of stakeholders In HaItI The program also reInforces USAID's emphasIs on
democratIzatIOn

CommumcatlOns, CIVIC EducatlOn and PartlclpatlOn

A communIcatIOns strategy should be part ofthe effort to educate the broader populace and to buIld
support for the role ofbusmess, sound economIC polICIes and reforms Ifthe GOH IS senous about
the economIC reforms to whIch It has agreed, It has been unable to present Its case to the broader
populace and more often seems to be on the defensIve There IS a lot of mISInformatIOn m the
marketplace of Ideas In HaItI Whether thIs stems from Ignorance or IS motIvated by polItICS IS not
the mam Issue The Important POInt IS to begm gettmg the appropnate messages to the broader
populace to engender grassroots support for polICIes whIch can result m sustamable econOmIC
growth and Job creatIOn The communIcatIOns strategy should dovetaIl With other pnvate sector
development lrutIatIves Components of thIS strategy could mclude the mstItutIOnalIzatIOn of a
pollmg capabIlIty to measure publIc knowledge and sentIment It mIght also Include pnvate sector
surveys done on a regular basIS to IdentIfy the constraints to growth The development of
InfOrmatIOnal matenals through radIo, newspapers and communIty groups (to reach the IllIterate)
would be necessary

A USAID budget of$600,000 annually for three years IS proposed The actIvIty IS consIdered to be
part ofthe core ofthe HaItI Pnvate Sector Development Strategy It IS an actIVIty for whIch USAID
has speCIal qualIficatIOns, havmg worked extensIvely m related areas In HaitI and worldwIde The
actIvIty remforces democratIzatIOn actiVItIes and CIVIC partICIpatIOn by encouragIng dIalogue and
transparency, and by delIvenng a new message to the populace

Agents ofChange and Promoters ofDzalogue

Support for NGOs, thInk tanks, research groups, busmess asSOCIatIOns and even local uruversitIes
can be part of the agenda to develop WithIn HaItI the capacIty for analyzmg constramts to pnvate
sector development and formulatmg responses Groups such as CLED are already bemg supported
Nevertheless, thIs support could be broadened and deepened and the exposure of these Ideas m the
press could be further developed

The local uruversitIes should also be mcluded In thIs effort, but should not dommate It There are
some sound reasons for tlus In many countnes, USAID has for many years abandoned support to
pubhc umverslt1es Ifnot pnvate umversltles NatIOnal pubhc umverslt1es became, over the years,
sources ofpoor economic educatIOn and ofIdeas and theones hostde to pnvate sector development
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The preCIpItous declme ofsocIalIsm around the world has reduced the legItImacy of these theones
so IdeologIcal OppOSItIOn to sound economIC strategy IS less an Issue than before

By provldmg very small research or consultmg contracts to professors m the economICS, polItIcal
SCIence and management facultIes of the major unIverSItIes, USAID can at very modest cost,
mfluence the research agenda by gettmg these professors to address the nght questIOns--e g the
obstacles to busmess growth, lessons from the East ASIan expenence, relevance ofthe South AfrIcan
model for HaItI, strategIes to address unemployment over the next 10 years, etc

The Importance of mcludmg such people m thIs effort IS that they WIll be the mam mfluence on the
next generatIOn of pnvate and publIc sector leaders m HaItI Professors tend to teach what they
research and communIcate to students theIr own fmdmgs ThIs IS one Important vehIcle through
whIch OpInIOnS are formed and leadershIp developed, It should not be neglected because It IS a non
tradItIOnal area of actIVIty for USAID However, because many of these professors may stIll only
have a lImIted perspectIve and exposure to sound polIcIes, thIs should not be the dommant element
In thIS strategy The Important thIng IS to get better analySIS done, ensure that such analySIS aSSIsts

the publIc sector leadershIp, and that It begms to affect the perceptIOns ofthe publIc at large

A USAID budget of $100,000 annually for five years IS proposed, to prOVIde support to vanous
organIzatIOns and to provIde very small research grants to UnIVerSIty professors m the polItIcal
SCIence, economICS and busmess facultIes to focus on economIC growth and pnvate sector
development Issues and curnculum

The actIVIty IS conSIdered to be a medIum pnonty element m the HaItI Pnvate Sector Development
Strategy It IS an Imtlatlve that IS a good fit for USAID, whIch IS famIlIar WIth the polIcy Issues and
whIch has the mechanIsms to prOVIde small grants and support

Parilamentary Pol1cy Research and Analysls Support

Another strategy IS to proVIde support to the legIslatIve assembly m ways that asSISt It to exerCIse
ItS role and to support sound, sustaInable, enterpnse-onented growth strategIes The lack ofnotable
success of projects deSIgned to create the eqUIvalent of the U S CongreSSIOnal Research ServIce
should not Impose an automatIc veto on thIs optIOn Such an InItIatIve could prOVIde USAID WIth
an Important pomt ofcontact and a WIndow on the polItIcal SItuatIOn It could also help to expose
these representatIves, many of whom are very young and have not had first hand expenence of
economIC strategIes mother countnes, to the lessons learned m recent years and theIr relevance to
HaItI's current SItuatIOn

However, such support should not be a carte blanche economIC support to a research arm of the
legIslatIve assembly Rather It should be m the form ofstudIes, exchanges, or techrucal asSIstance
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on specIfic Issues relevant to pnvate sector development and sustaInable growth In productIve
employment

The USAID budget would be about $300,000 annually for five years ThIs would cover costs of
techmcal assIstance, studIes and exchanges The actIvIty IS consIdered to be a medIUm pnonty
element In the HaItI PrIvate Sector Development Strategy It represents an opportumty to Influence
parlIamentary debate and deCISIOn-makIng, opemng such proceedIngs to Issues that can be
SupportIve ofbusmess development and a market-based enVIronment

3 Human Resources and InstItutIonal Strengthenmg Program

a Assembly

Organzze On-the-Job Trammg

As was noted earlIer, the assembly sector In HaItI has suffered major losses In the avaIlabIlIty of
qualIfied mechamcs, technICIans and mIddle-level management personnel, many of whom have
emIgrated to the Umted States or found employment In other countnes haVIng a strong assembly
sector, and WIthout whom It wIll be dIfficult for HaItI to recover ItS former competItIveness Even
In an Intnnslcally labor-IntensIve actIvIty lIke assembly, some hIgh-qualIty productIOn processes
reqUIre a degree ofautomatIOn, whIch usually means electromc controls and the need for quahfied
servIce techmclans, m addItIon to a relIable and hIgh-qualIty power supply that does not destroy
senSItIve components

UltImately, the assembly Industry ItselfWIll need to prOVIde for ItS own speCIalIzed manpower needs
At present, It IS In a hIghly debIlItated state, however, and external support would be JustIfied In
terms of helpIng the Industry to assess ItS manpower reqUIrements, deSIgn affordable traInmg
programs that can be prOVIded to workers largely on-the-Job, and orgamze the ImplementatIOn of
such traImng, perhaps on a collaboratIve baSIS through the IDAH, the assembly Industry WIng ofthe
HaitIan Manufacturers' ASSOCIatIOn A cooperatIve agreement WIth IDAH to orgamze on-the-Job
traImng for the assembly Industry may be a useful complement to other USAID efforts to help the
Industry re-establIsh Itself A budget of $1 00 thousand annually for three years would probably be
about nght for accomplIshIng thIs purpose
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b Tourism

Creatzon ofa TourIsm Database

To fill the vOId of InformatIOn on tOUrIsm related mdustnes, a tounsm StatIStICS expert IS reqUIred
to set up a system WIthIn SecretaIrene d'Etat au Tounsme to systematIcally compile and publIsh
measures ofrelevant actIVItIes such as mternatlonal & domestIc aIr passenger traffic, cruIse traffic,
hotel occupancy and average room rate, car rental usage, foreIgn VISItor volumes, VISItor volumes
at the CItadelle, arts & crafts sales, museum VISItatIOn, etc In addItIon, the expert IS to establIsh a
regular VISItors survey by Secretalrene d'Etat au Tounsme or the Tounsm Chamber, to
systematIcally collect sorely needed data on market behaVIOr m HaItI (expendItures, actIVItIes,
geographIC movements, satIsfactIOn levels, etc ofVISItors) CreatIOn and dIstrIbutIOn ofa newsletter
trackmg these mdustnes IS also to be undertaken The deSIred result IS the generatIOn and
dissemmatIOn of rellable market data for use by mdustry leaders (m HaItI and abroad) to make

busmess declSlons ThIS proposal IS contamed mthe tOUrIsm master plan, and a total budget for
$150,000 IS mdlcated

Trammgfor TOUrism

For tounsm to expand, well tramed personnel for hotel and restaurant operatIOn are essential There
already eXIsts a natIOnal mstltute for hotelry and tounsm, the eXlstmg Ecole NatIOnale Hotehere, but
because of ItS poor performance the Umverslte QUIsqueya, a pnvate mstItutIOn of higher learmng,
IS takmg over much of Its program The mtent IS for It to operate more effiCIently than the Ecole
Some French asSIstance IS planned for this effort

An evaluatIOn of the means and CurrIculum of QUIsqueya IS reqUIred to determme need for any
addItIonal aSSIstance that USAID (or another donor) could prOVIde Several Issues are worth
exammmg, mcludmg the followmg pomts

• It WIll need a US or CanadIan partner school to asSISt WIth course content, student exchange
programs and procurement of addItIOnal aId

• It must proVIde vocatIonal level trmmng m basIC skIlls such as EnglIsh language, guest
relatIOns, cashIenng, bookkeepmg, hygIene, and computer word processmg and other basIC
office skIlls

• It must develop a trmmng capabIlIty m Cap HaItIen and provmcIal areas through use of a
mobile tralmng urnt that can prOVIde baSIC courses m eXlstmg hotels and restaurants
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• It must estabhsh a workIng relatIOnshIp wIth the Industnes that It serves, the hotel and
restaurant Industnes, through theIr trade aSSOCiatIOns and prOVIde refresher courses on sIte
(In hotels)

• It must offer a speCIal short course for guest-house/auberge operatIOn In Port-au-Pnnce and
at Cap Hmtlen , and at other pOInts as travel Into Intenor areas grows

In the very short-run, the USAID mISSIon can arrange a hmlted (3 week) mISSIOn of an expert In
hotel and restaurant tralmng to detenmne the adequacy of the QUIsqueya program and the need for
any US Involvement Trus expert can also examIne the need for a tour gUide component for tills
program through wruch ISPAN can certIfy Enghsh and French speaking gUides With a groundIng
In rustory for work at the Cltadelle and other rustonc locatIOns DependIng on the recommendatIOns
of thIS expert, It IS estimated that an annual allocatIOn of $100 thousand over a three-year penod
would be suffiCIent to help the Industry Identify and orgamze ItS own tounsm personnel trmmng
reqUirements

TOUrism Pubhc EducatIOn & Readmess Program

To complement speCIfic traInmg efforts dIrected at stakeholders and servIce proVIders expected to
actively partICIpate In the tounsm mdustry, as descnbed above, It IS conSIdered that a more general,
pubhc educatIOn effort should be undertaken to Inform the average CItIzen of the Importance and
potentIal benefits of tourIsm for their own economIC well-bemg, and to senSItIze the population to
ways m wruch the average CItizen can contnbute to ensunng the safety and enjoyment offorelgners'
VISItS to HaIti ThIS actiVIty would form part of a broader pubhc educatIOn and commumcatIOns
program on CIVIC Issues that was already descnbed above $100 thousand annually maIntamed over
a three-year penod would proVIde ample resources to develop programmIng matenal speCIfic to
tounsm and stage speCIal events In SItes frequented by tounsts to Involve the local populatIOn In
supportmg the development of tills potentially rugh-valued Industry The actiVIty can be of rugh
Importance In reahzmg the Job generatIOn potential of the tounsm mdustry, and, through Its lInks
to the broader pubhc educatIOn and commumcatIOns actiVIties outhned above, would have a good
fit With other USAID programmIng

c Agrlbusmess

ApplzedAgricultural Research and ExtenSIOn

USAID can extend Its successful expenence m generatmg mango and coffee productIOn and export
by expandmg on these programs and by multlplymg the number ofcrops beIng promulgated
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Trus mitIative foresees a program of apphed agncultural research focused on developmg rugher
value agncultural productIOn and on-farm processmg for domestIc consumptIOn, for processmg and
for export ActIve extensIOn WIll be provIded to dissemmate the agncultural practIces and
technologIes, and knowledge of market reqUIrements, prIces, etc Pnvate research and pnvate
provIsIOn ofextensIOn servIces (by agncultural speclahsts, mIddlemen, buyers and processors) Will
be encouraged

The ImtIatIve Will fund labor and phySIcal costs of agncultural research and extensIOn, mcludmg
tralmng and technIcal assIstance Cost sharmg arrangements should be encouraged The USAID
budget would be about $1 0 mllhon annually for five years

The actIVIty IS conSIdered to be a core part ofthe HaItI Pnvate Sector Development Strategy It hnks
agncultural productIOn Withmarkets for processmg, domestIC consumptIOn and exports, and qUIckly
results m mcreased mcomes and pnmary and secondaryJobs generatIon GIven USAID/HaltI' s past
emphaSIS m agncultural extenSIOn and productIOn, and USAID's worldWIde expenence In

agncultural extenSIOn and research and market town development, thIs actIVIty IS one for wInch
USAID has umque or speCIal qualIficatIOns It readIly fits With a decentralIzed economIC growth
strategy that focuses on decentralIzed economIC clusters

d HandIcrafts

Arts and Crafts Improvement Program

USAID can assIst the handIcrafts mdustry by facl1Itatmg access to new artIStIC and productIOn
technIques and matenals, by facIlItatmg access to market mformatIOn (usage, quahty reqUIrements,
packagmg methods, etc ), and by provldmg short-term, traImng and techmcal asSIstance The object
IS to closely lInk artIStS, artIsans and producers With markets, customers and mIddlemen

The USAID budget would be about $350,000 annually for two years The actIVIty IS conSIdered to
be a medIUm pnonty element m the Haltl Pnvate Sector Development Strategy It represents an
opporturuty for USAID that wIll result m mcreased mcomes and many newJobs, but IS not an area
m WhIch USAID has sIgmficant pnor expenence USAID has the mechamsms to prOVIde the
specIahzed expertIse that Will be reqUIred for tills ImtIatIve

HandIcrafts Trammg and DeSIgn Centers

To encourage deSIgn and productIon leadersrup and contmued growth, It IS proposed that asSIstance
be proVIded to 3 to 4 traImng and deSIgn centers m HaItI The centers could be located near tOUrIsm
centers as well as m other productIOn centers
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These centers would bnng together capable artIsans, WIth selectIOn and scholarshIps perhaps bemg
offered on a competItIve baSIS The centers would provIde trammg and exposure to techruques and
markets, and would also hIghlIght top-calIber work bemg done m HaItI The centers would also
provIde traImng m busmess skIlls, and would bnng together HaItI's artistIc commumty WIth
busmess and other sectors, to faCIlItate mcorporatIOn of HaItIan art and deSIgn mto products and
packagmg The centers would also serve as a nucleus around whIch a broader handIcrafts
commumty could locate, and would be tounst attractIons m themselves

Interestmg models are available from Ireland, Kenya, ZImbabwe and several other countrIes The
USAID budget would be about $200,000 annually for five years

The actIVIty IS consIdered to be a medIUm pnonty element m the HaItI Pnvate Sector Development
Strategy It represents an opportumty for USAID that WIll result m mcreased mcomes and many new
Jobs, but IS not an area m whIch USAID has sIgmficant pnor expenence USAID has the
mechamsms to proVIde the speCialIzed expertIse that WIll be reqUIred for thIs ImtIatIve

HandIcrafts Export Marketmg AssoczatlOn Support

BUIldmg on the lessons learned and the successes ofthe speCIalty coffee export marketmg program
orgamzed WIth USAID support to help over 20,000 small coffee farmers workIng through 22 coffee
marketmg aSSOCIatIOns aSSImilate technology and gam access to hIgher-pnced mche markets, It IS
proposed that USAID aSSIst m the development of speCIalIzed export marketmg asSOCIatIOns for
artIsans WIshIng to gam more dIrect access to export markets m the Canbbean and beyond The
export marketmg aSSOCiatIOns would orgamze members' partICIpatIon m key gIft, housewares and
tourIsm mdustry shows that are held several tImes a year m dIfferent parts of the world, asSISt
members m the procurement ofmatenals, espeCIally Imported matenals, perhaps serve as a vehIcle
for orgamzmg workIng capItal credIt for members, organIze the contractmg oftransportatIOn, storage
and dlstnbutIOns servIces for members to allow them to serve key markets at reduced cost, and
otherwIse aSSIst m ralsmg the HaItIan handIcrafts mdustry's mternatIOnal profile and generatmg the
economles-of-scale for that mdustry that can help It to become a strong regIOnal presence

The typIcal asSOCIatIOn would be regIonally-based, and would have between 25 to 50 members It
IS lIkely that 10 to 20 mdIvidual aSSOCIatIOns would ultImately be set up to serve members m
dIfferent parts of the country and perhaps to speCialIze m dIfferent product lInes Some form of
coordmatIOn between the aSSOCiatIOns would clearly be deSIrable, and ImtIally at least, thIs can be
prOVIded through the Export and Investment PromotIOn program, whIch, as noted earlIer would be
organIzed along sectoral lInes and place sIgmficant emphaSIS on the promotIOn of tradItIonal and
'semHraditIOnal" handIcrafts exports from the begmmng
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Pendmg further refinement of the concept and actIvIty desIgn, It IS estimated that fundmg on the
order of$250 thousand annually for four years would be adequate to support the orgaruzatIOn and
ImtIaI operatIOns of the first handIcrafts export marketmg asSOCiatIOns to operate m Halti The
activIty can make a very hJ.gh contnbutIOn to job creatIOn, and has a very good fit With USAID
programnung on the basIs of ItS sIml1aritIes to the many other small-busmess support and export
marketmg programs supported by the Agency m HaltI and elsewhere

e ConstructIOn

Buzldmg Trades Skzlls Trazmng

USAID could assIst m estabhshJ.ng programs to provIde the constructIOn mdustry With the techmcal
and managenal SkIlls that Will be needed A "traImng-of-tralners" component should be mcluded
ThIS program would alleVIate SkIlls shortages expenenced and projected for thJ.s one dynamIC sector
of the HaItian economy

WhIle the lack ofavaIlable skilled personnel for the constructIOn mdustry can be seen m relatIOn to
the relatively hIgh demand, It also reflects the lack of mvestment m such trairung m HaIti The
pnvate sector -- the pnvate constructIOn firms -- would normally be mvestmg m traImng and
clamonng for the education system to produce tramed personnel The pnvate sector, however, has
reportedly been slow to mvest m these technIcal skIlls, whJ.le the pubhc educatIOn system IS not
orgaruzed not finanCially capable to do so

The lack of trammg by pnvate comparues can be partIally explamed by the problems and
uncertamtIes that constructIOn firms workmg on pubhc mfrastructure projects face Uncertam flow
of contracts, and delays WIth and uncertam payments, make mvestment m skIlls development a
relatIvely nsky expense Also, capable tramers are reported to be expenSIve and m short supply

Any such tralmng program should be market-based, and should mvolve substantial, Ifnot total, cost
recovery from the mdustry

The program should emphasIze on-the-job approaches to traImng, and should probably be located
on contractors' work SItes and premIses Contractors should also be encouraged to engage mtems
and apprentices

If contractors are reluctant to pay for the tralmng "up-front", the costs of the program could be
"advanced" to participatmg contractors, and recouped through payments to contractors from future
contracts The costs would be guaranteed by USAID m the mtenm
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In addItIOn to helpmg to orgaruze the program, USAID could asSISt m mobIhzmg appropnate
traImng speciahsts, preferably HaitIans The program would Ideally be managed by an mdustry
aSSOCIatIOn, or by a HaItian trammg orgaruzatIOn

A USAID budget of $100,000 annually for two years IS proposed, to prOVIde trainers, traImng
facl1Ities and supplles, and to support the management of the program

The actiVIty IS conSIdered to be a medmm pnonty element m the HaIti Pnvate Sector Development
Strategy It IS an Imtiative that represents an OPPOrtunIty for USAID - to strengthen a dynamIC
sector of the HaitIan economy that has the abIhty to generate large numbers of pnmary and
secondary Jobs

f Economy-Wide ActiVities

Buszness ASSOCiatIOns Support

Busmess aSSOCIatIOns have potential for offenng Important servIces and representatIOn to the
busmess communIty Fmancmg ofsuch actIVItIes IS always a problem, and m SItuations ofperpetual
11cnsis11, It IS dIfficult for busmesses to devote tIme and other resources to forward-looking programs

Several HaItIan busmess aSSOCIatIOns have begun to play actIve, representative roles WIthm Haitian
busmess, provIdmg Important servIces to theIr membershtp The capabl1Ities of the mdustry
aSSOCIatIOns are, m many other cases, medIOcre Other mdustry aSSOCiatIOns are domg well and have
strong potentIal SIml1arly, some regIOnal aSSOCIatIOns have shown excellent promIse, others have
done llttle, and yet other regIOns have no formal busmess asSOCiatIOn

USAID and other donors have been actively working WIth and through varIOUS aSSOCIatIOns An
Imtiative focused on the actIVIties ofbusmess aSSOCiatIOns IS Important Thts Imtiative should have
two pomts of focus (1) Facilltatmg the mdividual servIces and actiVIties bemg undertaken by the
aSSOCIatIOns (lobbymg, speCIfic trammg programs, promotIOn, etc), and (n) provIdmg traImng to
the aSSOCiatIOns (and members) themselves on the actIVIty and operatIOn of asSOCIatIOns Busmess
asSOCIations are a vehIcle for project ImplementatIOn USAID should focus ImplementatIOn through
asSOCiatIOns whtch have clear member support and mvolvement, and whtch show dynamIsm,
dIrectIOn and capabIhty

USAID should encourage the broaderung and deepenmg of aSSOCIatIOn membership and
representatIOn
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Access to markets and technology can be faclhtated through busmess assocIatIOns, wmch through
the Internet and other means can be pIOneers m faclhtatmg access of theIr members to mformatIOn
on markets, networks of potentIal partners, and commumcatIOn channels to supphers and buyers
Support to busmess aSSOCiatIOns would mclude developmg practIcal servIces to members on a fee
baSIS wmch would contnbute to theIr long term fmancIal vlablhty

An Imtlatlve to asSISt busmess assOCiatIOns would also asSISt these asSOCIatIOns m contnbutmg to
pohcy dIalogue Another facet would be helpmg such orgaruzatlons acmeve sound governance as
well as a long-term sustamable finanCIal base through servIces, annual conferences and fees

A fund should be aVailable to busmess assOCiatIOns to support efforts dIrected towards market-based
pnvate sector development These can mclude pubhc educatIOn, research, advocacy, member
trammg, publIc-pnvate dIalogue and Jomt pubhc-pnvate plannmg (and ImplementatIOn) and many

other mltIatlves ASSOCIatIOns should be reqUIred to compete for tins support, demonstratmg a
coherent set ofobJectlves and ImplementatIOn plan, and a responsible and effiCient use offunds A
speCIfic fund and/or set ofcntena could be dIrected toJomt pubhc-pnvate Imtlatlves mdecentrahzed
economIC clusters

The dIfficultIes With any such program IS to aVOId underwntmg unnecessary overheads, to aVOId
SUbsldlzmg aSSOCIatIOns m heu ofmember partICIpatIOn, and to aVOId unneeded favonng ofspeCIfic
aSSOCIatIOns versus others On the other hand, USAID and other donors wIll want to encourage
fruItful collaboratIOn and Imtlatlves

To the extent pOSSIble, then, asSIstance to the assoclatlons should be based on speCIfic programs and
demonstrated effectIveness ASSOCIatIOns should compete for grants or other aSSIstance

TechnIcal asSIstance, faclhtatIOn and exposure to US busmess assOCiatIOns and theIr operatmg
methods would also be useful SpeCIal focus (fundmg, techmcal resources) should be prOVIded to
encourage decentrahzed asSOCIatIOns and theIr actlvltles

A USAID budget of $400,000 annually for five years IS proposed, to prOVIde commumcatIOns and
mformatIOn access, facIhtles and supphes, workshops and conferences, to fund studIes, to cover the
costs of exchanges, and to prOVIde technIcal aSSIstance and tralmng

The actIVIty IS conSIdered to be a core part of the HaItl Pnvate Sector Development Strategy It IS
an Imtlatlve for wmch USAID has umque and speCIal quahficatIOns, gIven USAIDlHaltl' s prevIOUS
and ongomg work With busmess aSSOCiatIOns, and USAID's worldWIde expenence m tills area
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Local Government Traznzng

Several InItiatIves are already underway or planned, dIrected towards Improved governance at the
local level The munlcipahtIes also lack tramed or expenenced personnel Areas such as planning
(especially WIthm the context or pubhc-pnvate partnenng), tax collectIOn, accountmg and servIce
dehvery are pnonty areas which deeply Impact the busmess enVIronment

Programs dIrected towards provldmg these needed skllis and expenence are vItal They should
mclude technIcal asSIstance and on-the-Job trainIng, particularly usmg successful developmg country
models Short-term overseas traInIng for key muruclpal employees should be a component Formal
workshops and courses may also be useful

The pnvate sector should be gIven the opporturuty to partIcIpate m some ofthese programs, and to
prOVIde workshops and other traInmg OpportunIties to the munICIpal employees

To support programs dIrected to developmg pllot decentrahzed economIC clusters, selected CItIes
should be the focus of more comprehensIve traInIng programs A USAID budget of $400,000
annually for five years IS proposed

The actIVIty IS conSIdered to be a hIgh pnonty element of the HaItI Pnvate Sector Development
Strategy It IS an mitiatIve that IS a good fit WIth USAID/Haitl It WIll reInforce democratIzatIOn
and governance, and would fit well With USAID/HaltI's work m traInIng and governance USAID
worldWide has extenSIve expenence m sImllar trainIng programs

Peace Corps Programs

The Peace Corps may be able to offer useful servIces for pnvate sector development m decentralIzed
economIC clusters Peace Corps volunteers could prOVIde technIcal or busmess skIlls, and trainIng
capablhtIes, to small busmesses and to local government In rural areas, Peace Corps volunteers can
be mvolved m faclhtatmg busmess hnkages between rural supphers and urban buyers/processors

USAID could work With the Peace Corps to develop program elements that would support the
Pnvate Sector Development Strategy No addItIonal USAID budget would be reqUIred for thIs
ImtIatIve

The actIVIty IS conSIdered to be a hIgh pnonty element of the HaItI Pnvate Sector Development
Strategy It IS a good fit WIth USAID's program The Peace Corps IS uruque In Its abIhty to prOVIde
very decentrahzed asSIstance, and thIs fits well With USAID's own focus on decentrahzatIOn,
democratIzatIOn and skIlls development
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Pubbc EducatIOn

The HaItIan educatIOn system IS severely degraded Chl1dren lack access to pubhc educatIon and
consequently, 70% of educatIon IS pnvately purchased UmversItIes are of poor qualIty and lack
resources Schools at all levels are cntlclzed for not emphasIzmg skills and knowledge that w111 be
usefulm the employment market

The school system Will be the focus ofconsIderable multl1ateral and bl1ateral support over the next
several years

EmphaSIS should be placed m developmg and Implementmg cumcula whIch provIde students With
marketable, applIcable skills and attItudes (e g develop a behefand trust m the socIal contract and
m CIVIC responslbIhty, and develop an understandmg the roles of busmess and government)

Busmesses and busmess assocIatIOns can playa part m provIdmg adVIce to educators m developmg
the cUITlcula Busmesses can also proVIde opportunIties for students to see how busmesses functIon,
through field tnps and mternshIps

SImIlar ImtIatlves are Important for vocatIOnal and umversIty educatIOn -- students must be gIven
the OPPOrtunIty to develop skills and dlsclphnes that Will be useful to busmess Busmess should
work With educators to develop curncula and specIal programs As dIscussed, the faculty should be
brought mto closer mteractIOn WIth the busmess commumty, through fundmg of targeted research
and other programs The faculty, whIch too often does not understand pnvate enterpnse or, worse,
may have attItudes contradIctory to the needs of the busmess commumty, should be provIded With
opportumtles to develop more complementary knowledge and understandmg

The Idea ofa competItIve program for umverslty students to partICIpate m enterpnse development
centers also has ment

A USAID budget of $400,000 annually for five years IS proposed, pnmanly to proVIde teacher
traImng and technIcal aSSIstance, to asSISt m cumculum development, and to faclhtate lInkages With
the busmess commumty

The actIvIty IS consIdered to be a hIgh pnonty element of the HaItI PrIvate Sector Development
Strategy It IS a good fit With USAlD's program It Will greatly broaden and strengthen
understandmg ofand support for market-based enterpnse, and WIll generate a graduatmg populatIon
that IS employable and possessmg skills that are marketable to pnvate busmess
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C Next Steps In Strategy Development and ImplementatIOn

In thIS document we have

• artIculated and analytically Justified a set of five pnonty strategIc objectives for pnvate
sector development m HaIti,

• IdentIfied and descnbed the pnncipal economY-Wide and specIfic sectoral constramts that
are currently Impedmg the development of pnvate enterpnses and efficIent markets,

• analyzed the current and prospective competItiveness of HaItIan firms operatmg m the
pnncipal sectors ofthe HaitIan economy, and Identified maJor opportumtIes for mvestment,
growth and Job creatIOn withm these sectors,

• provIded a framework for acmevmg a greater degree of geograpmc decentrahzatIOn m the
future growth of the HaItian economy, to bnng Jobs to where the people are, mimmize
pressure on eXIstmg urban and transportatIOn mfrastructure systems, and to support the
creatIOn of a more open, eqmtable and partIcIpatory economy,

• summanzed mformatIOn on USAID and other donor programs, and USAID comparative
advantages, that provIdes a context for declSlon-makmg on future USAID programmmg, and

• Identified, organIzed, descnbed and, m a prehmmary fasmon budgeted 66 mdIVIdual
mterventIOns or actIvIties that are consIdered to have a mgh potential effectIveness m
overcommg the constramts and capItahzmg on the opportumties that were earher IdentIfied
at the economy-wIde and sectoral levels

The proposed pnvate sector strategy for HaitI conSIsts m Implementmg all these actiVIties, each of
wmch has been Identified as bemg an effective mstrument for overcommg the key constraints that
are holdmg back HaItian busmesses and the HaitIan economy, and a good way to asSISt those
busmesses and that economy to take advantage of the many opportumtIes that are open to them

The Job IS clearly too large for USAID to take on alone, as much m the magmtude of fmancial
resources, as m the specIfic skllls and m the managenal capacIty that WIll be reqUIred Implementmg
the proposed pnvate sector strategy, If It IS accepted, Will reqUire the collaboratIOn and cooperatIOn
of all the major donor orgamzatIOns workmg m HaIti, each bnngmg to the task ItS partIcular
resources and skills
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The questIon then becomes, "What elements of the proposed strategy should USAID attempt to
Implement Itself, and what elements should preferably be Implemented by other donor
organIzatIOns?" In developmg an answer to thIs final, large questIOn, a number of other, pnor
questIOns WIll need to be answered first They wIll need to be answered by USAID, not by the
Pnvate Sector Strategy team

What an outsIde team assIstmg the mISSIon on strategy development can and should do, and what
we attempt to do m the followmg sectIOns, IS first to pose the remaInIng questIons that need to be
answered, then IndIcate what some of the chOIces mIght be In answenng them, descnbe what
alternatIve programs mIght look lIke If one alternatIve IS chosen over another, and IndIcate the
crIterIa that the USAID mISSIOn may WIsh to apply m evaluatIng one chOIce agaInst another

What Role Should USAID Play Among the Donors on PrIvate Sector Issues?

The first questIOn the mISSIOn must answer for ItselfIS what role It Wishes to play among the donors
and In Its relatIOnshIp With the Government of Haitt Does the mISSIon accept our analYSIS that
IndIcates that there IS currently an unmet need for greater consIderatIon ofprIvate sector needs In the
development and coordmatIOn ofdonor programmIng, and, Ifso, does It agree that It IS best-SItuated
among the donors to take on a pnvate sector leadershIp, coOrdInatIOn and support role? How
strongly IS USAID prepared to advocate for the needs of the pnvate sector In ItS InteractIOns With
the GOH?

Alternatlvely, the mISSIon mayJudge that eXIstIng InfOrmatIOn systems and Interagency coordinatIOn
mechanIsms to ensure consIderatIOn ofpnvate sector needs m program development are functIOnIng
adequately or can be Improved suffiCIently WIthout USAID haVIng to take on a larger responsIbIhty
In thIS respect If so, a USAID strategy based more on specIahzatIon on specIfic elements of the
broader prIvate sector strategy and on collaboratIOn With the other donors as a only one of several
members ofa team may be the better way to go

Acceptance of the broader coOrdInatIOn role could but would not necessanly mean an Increase In
fundmg for the economIC growth program relatIve to recent-year fundmg levels, whIch have been
runnIng at about $185 mIlhon annually, IncludIng agrIcultural productIVity components of the
USAID/Hattl mISSIon program Unless overall levels of fundIng for the Hattl mISSIon were raIsed
commensurately, an Increase In fundIng to generate more rapId economIC growth and Job creatIOn
mIght well mean some reductIon In other mISSIOn programs perhaps Involvmg famIly planmng and
humamtanan asSIstance actIvItIes, for example

Acceptance ofa broader coOrdInatIOn role also Imphes takIng on a larger management responslbIhty
for the economIC growth "office" wIthm USAID WhIle, as stated earher, provIdmg leadershIp,
coOrdInatIOn and support servIces to all the donors m the prIvate sector development area does not
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mean that USAID needs to Implement the entIre strategy Itself, It does mean that USAID
management would need to be prepared to make a larger contmumg mvestment m momtonng the
condItIOn ofenterpnses and market mstItutIOns In all sectors, In InfOrmatIOn-gathenng and reportIng,
as well as In conductIng frequent analyses that would enable It to devIse solutIOns to the problems
that anse, provIdIng a contInuous feedback loop Into the ImplementatIOn ofIts own and other donor
supported activItIes

ChOOSIng to partIcIpate In the Implementation ofthe pnvate sector strategy through speCIalIZIng In
a partIcular area, on the other hand, would generate sIgmficant economIes for the mISSIOn at the
management level Some speCIalIzatIOn Will be reqUIred -- as regards the conformatIOn of ItS own
portfolIo of projects -- even If USAID deCIdes to accept the coordmatIOn role descnbed above If
It rejects that role, however, much of the economY-Wide momtonng, InformatIOn gathenng and
analysIs descnbed above could be dIspensed wIth, m the hope that someone else would do the job
or that everybody workmg separately can do an adequate job

Our judgment IS that the need for more delIberate and attentIve momtorIng of pnvate sector
condItIOns and needs IS real, as IS the need for Improved analysIs of the Impacts of donor
programmIng on the bUSIness commumty, and for Improved coOrdInatIOn of programmIng and
ImplementatIOn among the donors, based on contInUOUS momtonng and analySIS We therefore
would urge USAID/HaIti to take on thIS responsIbIlIty The chOIce IS a hIgh-level polIcy chOIce
though, and necessanly must ultimately be made, on the baSIS of many conSIderatIOns that are
beyond our ken, by the USAID mISSIon, the U S embassy, AID-Washmgton, the Department of
State, and other agenCIes ofthe ClInton Admimstration together, ofcourse also In consultation With
other donors

What ActIVities Should USAID Implement Directly?

The answer to thIS questIOn, whIch needs to answered for USAID'Sown portfolIo whether or not It
also deCIdes to take on the broader donor coordInation functIOn, has two parts FIrst, what, If any,
speCIalIzatIOn needs to be Imposed on the selectIOn ofoptIOns, pnmanly for reasons ofspeCIalIzed
expertIse and management effiCIency? And, secondly, haVIng determmed what areas to speCIalIze
In, what specIfic actIVIties should be chosen for the dIrect USAID portfolIo?

The USAID programmIng deCISIon process IS Illustrated m FIgure 6 C 1
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FIgure 6.E.1. USAID Programming DecisIOn Process
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USAID/Haltl could theoretIcally decIde to specIalIze by economIC sectors, say agnbusmess, or may
consIder that It has an actIve role to play m all sectors of the economy

USAID/Haltl could choose to develop a geographIc concentratIOn, perhaps focused on a small
number ofsecondary cItIes where It would attempt to work on a pliot basIS m all sectors ofregIOnal
economIC actIvIty Or, It could deCIde to specIalIze only m certam sectors WIthIn ItS pIlot regIOns,
or, of course, to contmue workIng natIOnWIde, perhaps WIth greater emphasIs than before on
economIC clusters outsIde ofPort-au-Pnnce

Fmally, USAID could deCIde to restnct Itself to certam types of development programs, small
busmess development and trammg programs, for example, where It consIders Itselfto have a speCIal
expertIse and mstItutIOnal capablilty

As Illustrated m FIgure 6 C 2, one can VIsualIze the problem as bemg how to deCIde what space to
occupy wlthm a cube, where one axIS IS defined by economIC sectors, the second by geographIc
regIOns, and the thud by types of development actIvIty The range of chOIce runs from extreme
speCIalIzatIOn m one sector, one regIOn and one actIvIty, all the way to occupymg space WIthIn the
whole cube, and attemptmg to manage a program that IS operatmg m all sectors, m all geographIc
regIOns and m all types of development actIvIty SImultaneously

Figure 6.E.2. USAID Programmmg SpeCialIzation Options

SECTORS

REGIONS

TYPES
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The nght place for USAIDlHaltl IS clearly somewhere m between As outsiders that Will not have
the day-to-day responsibilIty for carrymg the load, we Will, of course argue for occupymg a larger
space WIthm the cube than the mISSion may ultimately choose to do The decIsIOn at thIs level Will
ultimately come down to a careful mternal assessment of specialIzed mission expertise, and of the
capacity of management -- as currently configured or expanded to a larger size If possible -- to
properly adminIster a lngWy-dlverslfied portfolIo The mISSIOn clearly has more and better
mfonnatIon on these subjects than does the pnvate sector team We are glad, nevertheless to offer
our suggestIOns and reasomng below

First, as to econOmIC sectors, our rank-ordenng would be as follows, from most to least appropnate
for USAID speCialIzatIOn

• Economy-wIde actIvItIes, because these WIll underlIe success m all the other sectors and
because they mclude actIvItIes less hkely to be undertaken by other donors, who each do tend
to mamtam a rather narrow sectoral focus m theIr programmmg,

• Assembly manufacturmg, because thIS sector offers opportunItles to achIeve the most rapId
results m bmldmg employment for the least cost of any other sectorZ°, U S legislative
restnctIOns may keep USAID from domg any programmmg m thIs sector, however, unless
a speCIal Waiver can be obtaIned,

• Agnbusmess, because thIS mvolves the largest number of HaItians, can generate a large
number ofJobs, and ultimately must be restored to a pOSItion as one of the pnnclpal pIllars
of the HaItIan economy on the baSIS of an agronomIC potentIal that stIll eXIsts despIte
Widespread degradatIOn of natural resources,

• HandIcrafts, because It can prOVIde a large amount ofgeograplncally-dlspersed employment
through a large number ofsmall enterpnses, and because ItS future IS not entirely dependent
on the domestIC market,

20 AppendIX B contams esttrnates ofthe employment generatIon potentIal ofeach ofthe five sectors analyzed for
thIS study, andJuxtaposes these With esttrnates ofthe USAID grant-cost ofthe prIvate sector strategy actIvItIes
proposed to be focused on each sector In general, the results ofthat analySIS mdlcate that adramatIcally lower
mcremental cost perJob eXISts m assembly as compared to other sectors, largely because ofthe large eXIstmg
phySIcal and human resource capabIlIty that already eXIsts wlthm It Esttrnated mcremental program costs per
Job for agrIbusmess, handIcrafts and tOUrIsm more or less group together at 4 to 9 ttrnes the cost per Job m
assembly, whIle constructIon comes m at a sIgmficantly hIgher number because of the hIgh cost capital
mvestments mvolved
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• Tounsm, because ofthe addItional, largely-untapped potential to generate well-remunerated
Jobs m HaItian tOUrIsm on the basIS ofItS strong competitive advantages m certam ruches of
the larger Canbbean market, and

• ConstructIOn, an lffipOrtant Job creator, but also one most clearly sUlted to other donor
ImplementatIOn, perhaps WIth USAID support m developmg more decentralIzed pnvate
sector ImplementatIOn approaches

WIth regard to geographIc locatIOn, our general recommendatIOn IS that USAID not cut back ItS
actIvIties m Port-au-Pnnce, despIte the many temptatIOns there may be to do so, but rather expand
ItS economIc growth program to mclude urban and rural economIC clusters located m the VIClruty of
three or four mam secondary cltles that should be the SItes of focused pliot programs aImed at
achIevmg demonstrable and rephcable results Within a short penod of tlffie

Port-au-Pnnce cannot be neglected, not only because the needs are greatest there but also because,
despIte Its problems, the greatest potentIal for achIevmg large employment Impacts are also to be
found there WIth the Improvement of some baSIC mfrastructure servIces and the restoratIOn of a
mmlmum oforder and tranqUlhty -- both ofwhIch could be accomphshed m a relatively short time
m pnnclple -- the concentratIOn of large eXlstmg labor pools, managenal resources and servIce
mdustnes m Port-au-Pnnce gIve It a dlstmct advantage over other cltles m Haltl at thIS tlme
Secondary CIties that have the most to offer m terms ofeXlstmg resources, and that therefore should
be mcorporated mto the decentrahzed but results-onented pliot programs we referred to above,
mclude Cap Haltlen, Gonalves, Jacmel and Les Cayes

Insofar as types of development actIvIty are concerned, the ovemdmg consIderatIOn should be the
level of eXlstmg USAID/Haltl expertIse m each area vs eXlstmg on-the-ground expertIse Within
other donor organIzatIOns Whlie mlcro- and small-busmess programs are Important m Haltl, and
need to be emphasIzed further m the mterest of both rapId Job creatIOn and the democratIzatIOn of
the Haltlan economy, m the short-run no sector WIth potentlal to contnbute to rapldJob creatIOn can
be neglected For ObVIOUS reasons, the only type ofdevelopment actIvIty that USAID/Haltl should
not actlvely consIder, m our 0plruon, are large-scale onlendmg programs where the Agency SImply
does not have the credIt resources to bnng to bear

VIewed from another perspectIve, we ffilght also be able to contnbute the observatIOn that USAID
has a partIcular capablhty m lmplementmg actlvltles dIrectly With and through the pnvate sector, as
opposed to through government agencIes Because ofthe larger finanCIal resources at theIr dIsposal,
It IS also true that other donors may m fact exert more leverage over government agencIes than
USAID, though m HaItI the specIal nature ofthe U S mterest may offset the usual fmanclalleverage
advantage of other donors
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In conclusIOn, except m special mstances -- such as an mabIl1ty to obtam the necessary waIvers to
permIt USAID to partIcIpate actIvely m export promotIOn, for example -- we recommend that
USAID not hmlt ItS mvolvement m pnvate sector strategy ImplementatIOn on the basIS of type of
actIvIty In general, all the actIVItIes proposed are areas where USAID eIther has or can easIly
moblhze the necessary expertIse, and It IS Important to advance on all fronts SImultaneously

What can be achieved?

The team was able to collect and analyze data and conduct extensIve mtervlews pertalmng to the
current and potentIal competItIveness ofHaItIan firms 10 four broad sectors ofactIvIty assembly and
I1ght manufacturmg, agnbusmess, tounsm, and handIcrafts DespIte currently adverse country
condItIOns, the most general conclUSIOn ofthe team IS that there do eXIst mches where HaItI IS or can

become competItlVe m each of these sectors, and that specIfic marketmg and mvestment
opportumties eXIst m each that can proVIde focus for mdustry efforts and any external asSIstance that
can be proVIded over the next several years

In the assembly sector, some assemblers are achIevmg success despIte factors lIke hIgh-cost and low
quahty transportatIOn and handlmg servIces, hIgh-costilow-qualIty electnclty and commumcatIOns
servIces, and shortages oftramed mechanICS, techruclans and mIddle-management personnel that are
producmg sIgmficant competItIve dIsadvantages for them at the present tIme WIth Improvements
m these areas, It IS clear that these and other firms could be very competItIve mternatIOnally once
aga1O, even agamst such successful and hIghly-favored competItors lIke MeXICO and ChIna WIth
further developments to Improve secunty and qualIty-of-lIfe condItIons 10 HaItI, and espeCIally to
prOVIde the baSIS for greater confidence 10 the medmm- and long-term stabIlIty of the country,
potentIal competItIveness would be greater stIll

Haltl does have labor cost advantages over most of ItS regIOnal competItors m assembly, currently
mostly offset by hIgher transportatIOn and servIces costs However, ItS long-run competItIveness
depends not so much on mamtalmng a dlstmct labor cost advantage as on bUIldmg on ItS reputatIOn
for hIgh-qUalIty, fleXIbIlIty, and relIabIlIty HaItI has a long tradItIOn m the assembly busmess m the
Canbbean, and a WIde network ofcontacts m the U S mdustry whIch can be put to good marketmg
advantage once fundamental condItIOns for relIable productIOn m HaItI are Improved

Hlstoncally, HaItI has achIeved ItS greatest successes m apparel, followed by electncal and electromc
assembly, sport1Og goods, toys and medIcal eqUIpment In recent years, a new and hIghly successful
speCIalty has been developmg - an outgrowth of tradItIonal Haltlan handIcrafts expenence and
skills - m the area of"manufactured" decoratIve home furnIshIngs, giftware and housewares The
tradItIOnal skills ofHaItIan artIsans working WIth a Wide range ofmatenals have been orgamzed m
a factory settmg to produce Items 10 Haltl for sale to a mass consumer market overseas on the basIS
of Imported deSIgns ThIs new segment of assembly, together WIth the tradltlonallead-subsector,
apparel, would appear to be those With the greatest short-term potentIal for rapId recovery Further,
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both subsectors have the potential to evolve mto full-servIce manufactunng operations where HaItian
deSIgn talents may provIde an OPPOrtunIty to contmue dIfferentIatmg the HaItIan product and market
mche, addmg value and permanent new competItIve advantages m the process

In the seven years between 1989 and 1996, DomImcan apparel assembly exports to the U Shave
grown from about $640 mIllIon to $1,720 mIllIon per year, an annual mcrement of $154 mIllIon
dollars Honduras has gone from about $87 mIllIon to $1,240 mIllIon, for an annual mcrement of
$165 mIllIon RapId growth m assembly IS clearly pOSSIble wIthm thIs kInd ofa tIme frame GIven
a commItted effort and favorable condItions, It IS conservatIvely estImated that HaItIan assembly
exports could mcrease by $80-$100 mIllIon annually over the next eIght years, allowmg It to reach
a global export level of about $825 mIllIon, from a 1996 base of $1 05 mIllIon, and concurrently to
expand dIrect employment from the current 18-20,000 to at least 150,000 workers

In agrIbusmess, strong medIUm-term opportumtIes eXIst WIth both tradItIonal and non-tradItIonal,
processed and non-processed agrIcultural export products, as well as m Improvmg the effiCIency and
competItIveness of a WIde range of staples for domestIC consumptIOn CreatIve marketmg through
product dIfferentiatIOn such as IS successfully bemg done WIth USAID support m the "HaItian Bleu"
speCIalty coffee program, can be replIcated for a range of other potentIally htgh-value export
products such as organIC coffee, both speCIalty and orgamc cocoa, orgamc fresh mangoes, and
processed organIC mango products PlantaIns and taro root, both fresh and processed m eIther case,
offer addItional attractive opportUnItIes m both domestIC and export markets

A senously degraded rural road system, defiCIent storage, transportatIOn and processmg systems, low
levels of technology, the VIrtual absence of agncultural credIt and relatIvely rudImentary export
marketmg capabIlItIes are the prInCIpal constraInts to be overcome m the export agnbusmess
subsector SImIlar constramts restnct the competItIveness of productIOn for the domestIC market,
WIth an even more restncted supply ofcredIt, and the substItutIOn ofdomestIc dlstnbutIOn for export
marketmg capabIlItIes

The rural labor force ofHaItI IS about 1 5 mtllIon people, and annual agncultural output IS about 38
percent ofGDP, or Just under $1 bIllIon m 1996 WIth contmumg urbamzatIOn, It IS expected that
the rural labor force WIll sOOnk by about 85,000 workers, or about 6 %, dunng the next eIght years
to 2005 Agncultural/rural growth m the range of 4 percent per annum IS potentIally achtevable
dUrIng thIs penod, and would sIgmficantly raIse productIVIty and mcomes m rural areas, also
potentIally addmg about 250,000 dIrect "full-tIme eqUIvalent" Jobs, to reduce senous
underemployment from an estImated 50 %, currently, to slIghtly less than 30 % m 2005

TOUrIsm has the potential to boom m HaItI, WIth relatIvely httle reqUIred of the domestIc economy
but secUrIty and a more favorable Image As IS descnbed m the body of the text, sIgmficant
employment creatIOn and foreIgn exchange earmngs can de developed through a fatrly rapId
progreSSIOn focusmg succeSSIvely on
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• mcreasmg cruIse slup arrIvals, first to enclaves, then to CIty destmatIOns 10 Cap Halt1en,
Jacmel, Jeremle and Port-au-Prmce

• developmg auberge and excursIOn tourIsm based on the HaItian dIaspora, cultural tounsts
and multi-destmatIOn package tounsts

• developmg CIty and resort destmatIOns and faclhties for stay over tounsts commg dIrectly
and partIcularly to HaIti

WIth favorable condItIOns, estimates show that between 1 and 1 5 mIlhon VISItor arrIvals spendmg
between $190 and $285 ml1hon annually and support1Og between 25-45 thousand dIrect employees
could be generated as soon as by the year 2004

HandIcrafts potential growth IS, of course, closely hnked 10 part to the growth potential of tounst
arrIvals to HaIti WIth an average expendIture on handIcrafts Items of only $20 per head, whIch IS
probably a low number, annual sales to mcommg tOurIStS could easIly reach $20 to $30 milhon per
year by the year 2004, m accordance With the estImates proVIded above AssumlOg annual sales of
$2,000 per employed artIsan, thIS lOcrement alone represents 10,000 to 15,000 Jobs

TradItIOnal handICrafts also have a sIgmficant addItIOnal export potential, however Already, most
ofthe handICrafts sold 10 Santo DomlOgo and 10 the pnnclpal Domlmcan beach resorts are actually
of Haitian onglO, and some HaItIan handIcrafts are also reputed to reach Puerto RIco and the
Francophobe Islands of Guadeloupe and Martlmque A small amount IS also bemg exported to
markets 10 the U S and Europe, as reported to the team through lOterviews With mdIvidual artIsans
already domg thIS busmess Unfortunately, readIly avaIlable HaItian export data do not record
handIcrafts exports separately from other manufactures, and one supposes that a large amount of
exports to the DOmlnlCan Repubhc goes unrecorded altogether Based Just on the SIze of that one
market, however, It can be faIrly estimated that total exports of tradItional handIcrafts are currently
m the range of $5-1 0 mIlhon per year

Major new Canbbean export markets appear to offer excellent potential, mcludlOg the Islands ofthe
Bahamas, those ofthe Eastern Canbbean archipelago, cruIse ports and ships' stores throughout the
regIOn, and coastal resorts m MeXICO, ColombIa and Venezuela Annual arrIvals to the Bahamas are
approxImately 3 2 mIlhon per year, lOcludlOg 1 5 mIlhon cruIse passenger arrIvals, wlule the figures
for the Canbbean as a whole are about 23 ml1hon annually - excludlOg HaitI and the DOmlnlCan
Repubhc - of wluch approxnnately 10 mIlhon are cruIse passengers Captunng only 10 percent
ofthIS market 10 the next 5-10 years, a feat that should be well WlthJ.n HaitIan capabIlIties gIven the
dIstmct deSIgn, cost and qUalIty advantages of the HaItIan handIcrafts mdustry, could represent
addItIOnal export sales on the order of$50 ml1hon annually, and the generatIOn of25,000 directJobs
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What IS the Cost-Benefit?

Havmg IdentIfied Its sectoral and geographIc mches, and havmg adjusted Itselfto whatever external
restnctIOns may ultimately constram actIvIty selectIOn, USAID w111 then have to begm a process of
selectmg mdlvldual actlvltles for dIrect Implementatlon, Wlthm an overall budget constramt The
overall strategy IdentIfied m SectIOn D above IS estImated to cost about $32 ml1hon annually, wIDch
IS clearly above what USAID Wlll hkely be able to finance Itself, even If program resource
allocatIOns to actIvIties related to economIC growth are Increased sigruficantly over mstoncallevels,
as we have suggested

In makmg ItS final selectIOn of actlvltles for mclusIOn m ItS own portfoho, five mam cntena need
to be balanced agamst each other, mcludmg two that have already been mentloned above

• management resources-mtensIty of the proposed actIvIty,

• mISSIOn and Agency expertIse m the SubstantIve aspects of the actIvIty,

• tlme frame for the achIevement of employment Impacts,

• tIghtness of the budget constramt, and,

• estimated cost per Job created

Many of these cntena are dIfficult to measure precIsely m a quantitatlVe way, that does not mean
they are not Important Conversely, criteria that can be expressed m quantItative terms are not
necessarl1y meanmgfullf the basIS for quantificatIon IS questIOnable

Even when measurement IS possIble, how does one quantltatlvely evaluate the tradeoffbetween one
CrItenon and another? How much are you Wlllmg to pay m lost time m order to reduce the cost of
an actiVIty? Welghtmg crItena m order to come up Wlth an overall quantltatIve measure of cost
benefit IS not a matter for SCIentIfic determmatIOn, but rather calls for Judgment where reasonable
and expenenced people may well dIsagree

Cost perJob created has conSIderable surface appeal and has a certam folloWlng WltIDn AID, wIDch,
as an Agency, has developed an mtense preoccupatIOn Wlth quantIfymg performance and Impacts
m recent years Except m the broadest sense, m most cases cost-per-Job IS an mdlcator that IS very
dIfficult to quantlfy, however As IS well-known by practltloners, It IS very dIfficult to attnbute the
amount of employment generatIOn that IS due to one actlvlty over another, when successful
employment generatIOn reqUIres that a host ofcomplementary actIVItIes be undertaken together Put
another way, what IS the real cost of generatmg the Job, when so many actIVItIes -- of the pnvate
sector, the government and the donors, and many unrecorded or unmeasured -- have had a hand m
bnngmg It mto bemg? Except m the broadest sense, as when one broad estImate IS found to be a
large multIple of another, cost per Job estImates gIve httle useful gUIdance m selectmg among
actIVItIes, and m our VIew should not be gIVen too much weIght m the decision-makmg process
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What IS Important and usually can be determmed more eaSIly IS Ifthe actIVIty can begm to have some
measurable Impacts soon, or whether these can only be expected after the passage of a sigruficant
amount of tIme It IS also most Important to determme If the actIVIty IS somethIng that can be done
well by the partIcular group ofpeople takIng on the responsIbIlIty for spendmg the resources Ifnot,
what would be needed to enable them to do thIs Job well?

In attemptmg to address these questIons, howeverJudgmenta1ly, the actIVItIes presented m SectIOn
D above have been "rated" m terms of rapIdIty of Impact, broad pnonty In terms of employment
Impact, and "goodness-of-fit" WIth perceIved USAID capabIlItIes Selectmg from the table only
those actIVItIes WhIch are perceIved by the Pnvate Sector team as havmg a "unIque or espeCIally
good" fit for USAID programmmg results m a portfoho that would cost USAID apprmamately $15
mIllIon annually to Implement, wruch could be close to a good number m lIght ofthe partIal overlap
of recommended actiVItIes WIth ongomg elements of the eXIstIng USAID pnvate sector program,
pOSSIble reprogrammmg and budget expanSIOn pOSSIbIlItIes If some of the Items on the
"uruque/specIaI" lIst were to drop out because ofleglslatlve restnctlons, for example, others could
be added back on the baSIS ofa combmatIOn of employment Impact and speed of Impact

The next step m transformIng the recommendatIOns of the HaIti Pnvate Sector Strategy Into a lIst
ofactIVItIes for InclUSIOn m the USAID dIrect ImplementatIOn portfolIo must therefore be for USAID
to carefully study our proposals -- not acceptmg our evaluatIOn of pnonty accordmg to the varIOUS
cntena that have been put forward, but reachmg ItS own evaluatIOn on the baSIS of supenor
InfOrmatIOn about ItS own capabIlItIes and lImItatIOns -- and IteratIvely, by succeSSIve
approXImatIOns and through much open dISCUSSIOn, structure a program that It can accept m
accordance WIth Its own capabIlItIes and the knowledge of what needs to be done to make a
dIfference for the future of HaIti
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AppendlxB Summary of Estimated Em ployment ExpansIOn Potential by 2005

Sector New DIrect Jobs New IndIrect Jobs Total New Jobs BaSIS for EstImate

Assembly/Manufactunng 130,000 130,000 260,000 Hlstoncal performance of the sector m HaItI,
current estImated long-tenn export sales
potentIal, and recent perfonnance of Canbbean
competItors IndIrect employment IS based on
conselVatIve estImate of mcome and
employment multIpher for HattI, compared to
values as lugh as 2 5-3 0 mother LDCs

Agnbusmess 250,000 125,000 375000 WIth adequate mvestlnent, credIt, technology
transfer and good econonuc management, rural
output can expand by about 4 percent annually
through 2005 for a total mcrement untIl then of
about $370 nulhon Defimng 'Full-TIme
Eqmvalence' to mean producttVlty of $1,000
per rural worker, tlus mcrement supports
250,000' full-tIme eqmvalent" jobs and
360,000-400,000 10w-producttVlty jobs, wluch,
added to the currently estImated 750,000 fu11-
tIme eqmvalent jobs avatlable m rural areas, can
reduce underemployment from the currently
estImated 50% to about 30% of the 1 4 nulhon
workers expected to rematn m rural areas m
2005 Indtrect employment IS less than for
other sectors due to the low level of rural
earrungs and low spendmg propensItIes of rural
workers

Tounsm 35,000 35,000 70,000 Based on detatled calculatIons ofjob creatIon
per $ of forecast tounst expendItures IndIrect
employment based on satne conservatIve
multIpher estImate used for other urban sectors

HandIcrafts 37,500 37,500 75,000 Based on sales potentIal and estImated average
annual sales per arttsanal worker IndIrect
employment based on satne conselVatIve
multIuher estImate used for other urban sectors
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Appendix C EqUity Comvestment or Venture Capital Fund

The Market and BaSIC ObjectIves

As was descnbed extensIvely In Chapter VII B, there IS mountIng eVIdence that the lack of eqUIty
capItal IS or WIll become an Important constramt lImItIng the amount ofpnvate development of
pnonty projects In sectors such as power generatIon, telecommumcatIOns, ports and port
faCIlItIes, agnbusIness proceSSIng, hotels and other tounsm projects The pnncipal constraImng
factor lImItIng the potentIal avaIlabIlIty of pnvate eqUIty capItal for these medmm- and large-scale
mfrastructure projects IS the InstabIlIty of the HaItian polItIcal SItuatIOn, and the perceptIon that
tills mstabilIty WIll last at least untIl the next presIdentIal electIOn In the year 2000, and through the
first part of the next preSIdentIal admIillstratIOn The fear IS not so much ofthe pOSSIbIlIty of
expropnatIOn or of dIrect damage as a result of CIvIl unrest these eventualttIes can be Insured
agaInst Protracted InstabIlIty wIll also affect the general level of econOmIC actIVity and trade,
however, and tills threatens the financIal VIabIlIty of capItal IntenSIve Investments that reqUIre a
illgh level of capaCIty utIlIzatIOn to acilleve success

As a result oftheIr concerns over contmued InstabIlIty dunng the penod to 200I, fewer HaItIan
and mternatIOnal mvestors are wIllIng to conSIder projects In HaitI than would otherwIse be the
case, and even those Investors who contmue to be Interested m developIng projects are unwIllIng
to nsk the amount of eqUIty In them that they normally would1 The lack ofadequate eqUIty IS
also haVIng an effect on the elIgIbIlIty ofprojects that are beIng conSIdered for development for
long-term loan fundIng that nnght otherwIse be avaIlable from InstitutIOns such as IFC, IIC,
LAAD, DGZ, CDC, etc The ultImate result IS that the pnvate sector IS not partICIpatIng In
mvestment and Job creatIOn to the extent that It needs to be able to do In HaitI, and tills IS
potentIally conditIOmng the outcome ofthe polItIcal process In a manner that WIll not be
SUpportIve of sustainable econOmIC development In the long-term

A VICIOUS CIrcle IS operatIng With regard to pnvate Investment In HaitI at the current tIme, and tills
IS workIng In a way that WIll make It more and more dIfficult for the pnvate sector to playa
constructIve role m the development of the HaItIan economy In the future

Ifways can be found for the InternatIOnal development commumty to share In the nsks
occaSIOned by real and perceIved POlItICal mstabilIty m HaitI, It IS lIkely that more dIrect pnvate
eqUIty Investment can be motIvated than would otherwIse be the case Tlus would, m turn,
mobIlIze more long-term loan financmg for the development ofbasIc Infrastructure and some
pnvate busmesses, and tlus would Itselfhelp the pnvate sector to establIsh a pOSItIon as a
constructIve econOmIC player m HaItIan SOCIety, and gradually aSSIst It to bnng about condItIons
that WIll make It pOSSIble for the country to aclueve sustamed lugh rates of growth and

1 It IS Important to emphaSIze that, despIte the problems bemg faced by HaItI at the present tIme, there do
eXIst numerous pnvate groups attemptIng to orgaIUze mvestments m projects oftms land Many have approached
IFC and lIC WIth proposals whIch these mstItutlOns are consIdenng, m general, however, the proposals reachIng
these msUtutlons do not meet then nonnal Immmum eqUIty gUIdehnes, and tlus Will hImt the number ofprojects
that can be supported unless means are found to strengthen the eqUIty of the developer groups



sIgmficantly reduced poverty Smce the nsk ofpolItICal mstabIhty and the econonnc effects tills
may have on busmesses can not be nntigated, at tills cntIcal Juncture the Impact ofnsk shanng
measures taken by mternatIOnal donors comnntted to HaItian development could be decIsIve 
turmng a self-remforcmg negative spIral mto the basIs for mcreased confidence m the HaItIan
economy and sustaIned future expanSIOn

The EQUIty or Venture Comvestment Fund Approach

One means to share nsk wIth pnvate mvestors lookmg at pnonty projects such as were mdlcated
above, IS to dIrectly or mdlrectly share m the eqUity of these projects dunng the organIZatIOn and
startup phases Such comvestment leverages the developers' own eqUity substantially, and
generates conSIderable further leverage through the assurance It provIdes long-term lenders that
projects bemg developed wIth theIr loans are adequately capItalIzed to Withstand at least the
normal fluctuatIOns that are to be expected m any new venture A venture or eqUity fund takmg
40 % ofthe eqUity 10 new projects wdlleverage total eqUity 25 tImes ItS own comnntment, and
total mvestment - assummg a I-to-l debt to eqUity ratIo - equal to 5 times ItS own
comnntment If a 25 % partICIpatIOn were suffiCIent to bnng total capItalIzatIOn to a level
acceptable to lenders, total leverage would mcrease to 8 times, etc

There are at least two ways m whIch USAID or another donor can support an eqUity or venture
capItal or co1Ovestment fund One IS to provIde the capItal of the fund Itself, eIther dIrectly or
1OdIrectly, another IS to utilIze a guaranty mechamsm to moblhze pnvate capItal for the fund

In the first case, the most practIcal optIOn willch has been employed successfully by USAID m
other settmgs IS to endow a specIal-purpose trust, willch m turn mvests USAID grant resources m
the capItal of a fund

The second case would mvolve the comnntment of USAID grant resources to guarantee - agaIn,
dIrectly or mdlrectly - the partICIpatIOn of pnvate 1Ovestors m the fund - perhaps only partIally,
and perhaps only for a hmIted penod of tIme, dependmg on what is found to be necessary The
attached exhIbIt, "HaIti Pnvate Sector Comvestment Fund Structure Usmg Guaranteed Put
OptIOn", descnbes a structure where USAID grant funds would serve to guarantee a standby
credIt hne opened m favor of the fund, willch would allow It to finance the redemptIOn of shares
by pnvate mvestors under certaIn pre-stIpulated condItIons Such a put optIOn for shareholders,
backed by the avaIlablhty of guaranteed hqUIdity to ensure that the fund IS able to meet ItS
redemptIOn comnntments - If called upon to do so by the mvestors - may be suffiCIent to bnng
forth substantial additIonal amounts of pnvate 10vestment capital Such redemptIOn comnntments
can be hnnted m both magrutude and penod ofvahdity, thus reducmg the exposure of the
guarantor relative to the amount of resources moblhzed

In the speCIfic case of USAID, eXIstmg credit programs such as the Housmg Guaranty (HG) and
Micro and Small Enterpnse Development (MSED) programs, proVide precedents where the U S
Congress has authonzed the Agency to take on guaranty comnntments that are a multIple of the
amount of grant resources obhgated, on the baSIS of a formal estImatIOn of the actual expected
losses mvolved m each transactIOn Thus, a HG actIVIty In HaItI could probably leverage 4 tImes



as much long-term mortgage credIt as the amount USAID would be reqUIred to appropnate to
fund a guaranty reserve under the terms of the CredIt Reform Act of 1990 PrelImInary estImates
mdlcate that the MSED authonty, utlhzed m HaIti at the current tIme, would allow mobIlIzatIOn
ofup to 20 tImes appropnated amounts In small-enterpnse credIt and 12 tImes In IDIcro-enterpnse
credIt

The applIcatIOn of a SImIlar leveraged guaranty coverage to support an eqUIty or venture
COInvestment fund In HaItI would reqUIre a speCIal authOrIZatIOn from the U S Congress A
venture capItal fund for RUSSIa, requmng a snndar specIal congressIOnal authonzatIOll, has
recently been approved by OMS and WIll be subffiltted to the Congress later thIs year The
strength of the COmmttment of the U S AdmIrustratIOn to the success of democracy In HaItI may
well lead It to support a SImIlar effort In HaItI If It were to do so, a speCIal model would have to
be developed to evaluate the expected losses of the guaranty faCIlIty, In order to detefIDlne the
reqUIred appropnatIOn ofgrant funds PrelImInary IndIcatIOns from Agency staff that makes such
calculatIOns for the HG and MSED programs IndIcates that the "true cost" ofguaranteeIng a
venture fund In HaItI roughly along the lInes IndIcated m the attached exhIbIt, may lIe between 20
and 30 percent of the guaranty amount, meanIng that addItIOnal leverage of3 1/3 to 5 tImes the
amounts gIven above may well be aVaIlable for such a structure In HaItI I e total leverage of
USAID appropnated amounts to total support Investment m fund-mvested projects could be as
illgh as 25 to 40 tImes, If the necessary authonzatIOn can be obtamed from the U S Congress

Independently of such addItIonal authonzatIOn and leverage, It IS our Judgment that m HaItI a
guaranty structure would be preferable to an endowment where USAID loses Its resources
forever, regardless of the performance of the fund's mvestments WIth a guaranty, USAID can
hffilt the amount of mvestors capItal It wIll support, say to 80 percent, and It can also hffilt the
duratIOn ofeffectIveness of the guaranty, say to four years Under these CIrcumstances, except
for any unrecoverable losses expenenced by the fund, resources appropnated even on a one-to
one baSIS relatIve to the underwrItten exposure, would be recovered by USAID once the fund was
lIqUidated at the latest If the projects selected are ofillgh-quality - and the partICIpatIOn of
other dIrect eqUIty backed by long-term loans from IFe or the hke would help to ensure tills - It
IS lIkely that, even If a portIOn of guaranteed amounts were called dUrIng the perIod of exposure,
the fund manager would be able to recoup ItS losses by resellIng shares or through cash flow and
appreCIatIOn of redeemed shares held m mventory before havmg to make final dlstnbutlons to ItS
shareholders at the end of the fund's 10- to 12-year lIfe

OrgaruzatIOnal Issues

Other than makmg sure that enough IS beIng done so that the Investors WIll come, by far the most
Important Issue for orgaruzmg a fund such as IS beIng deSCrIbed here IS the selectIon of a
profeSSIOnal fund management company and the structunng of appropnate Incentives and controls
to motIvate theIr effectIve performance The fund management company selected must be made
up of specIallzed profeSSIOnals WIth prIor expenence m the successful management of eqUIty or
venture capItal Investment funds TheIr compensatIOn must be drrectly tied to the performance of
the fund, and usually tills IS accomplIshed by prOVIdIng the fund managers WIth a "carned mterest"
m the returns earned for the fund's Investor/shareholders A typICal arrangement would proVIde



the managers wIth 20 percent of all returns m excess of a mImmum "threshold" rate of return to
mvestor/shareholders, and tills threshold rate mIght typIcally be on the order of 8 percent That IS,
untIl dlstnbutions to mvestor/shareholders from cash flow partIcIpatIOn (dIVIdends) and capItal
gams return 100 percent of capItal plus an mternal rate of return of 8 percent, all dlstnbutIOns
from the fund go to ItS shareholders, after tills pomt, any further dlstnbutIOns are dIVIded 80
percent to shareholders, 20 percent to fund management Annual management fees are typically
structured to cover only operatmg expenses of the fund, willch mclude a base salary for fund
managers, but the "carned mterest" feature enables fund managers to make a substantIal
addItIOnal profit If the return on funds under management can be raIsed above the threshold rate
EqUIty funds tYPIcally aIm for a total 25-30 percent return, a level willch IS not unreasonable gIven
the lower cost resources they are able to aSSIst m leveragmg, and consldenng the nsks they are
prepared to assume alongSIde other comvestors

Whtle clear gUIdelInes must be establIshed to prevent mvestment m casmos, for example, and
willIe the fund Board of DIrectors must be prepared to exerCIse control over management If
needed to safeguard mvestor mterests, m general fund management must be allowed to act WIth a
maXImum of fleXIbIlIty and speed Tills conSIderatIOn argues for a guaranty structure such as
descnbed m the attachment, willch IS deSIgned to overcome the constraInts to mobIllzmg pnvate
sector money for the fund, rather than to dIrectly SubstItute pnvate sector money WIth USAID
grant resources In tills structure, USAID grant resources are only called to the extent that the
fund makes a long-term loss and IS unable ultImately to finance the full amount of redemptIOns
that may have taken place Therefore, a less dIrect, day-to-day role for USAID m the governance
of the fund - WIth all of the bureaucratIc reportmg and restnctlons a dIrect USAID role ImplIes
- can be JustIfied so long as USAID guarantees have not be called and or have not been repaId

Another Important Issue to be dealt WIth m developmg such a fund IS that ofprotectmg ffilnonty
shareholder nghts, and the secunty of the fund's mvestments, m an enVIronment such as HaItI that
does not have a well-developed legal system

Developmg a complete response to addressmg tills Issue wIll reqUIre more extenSIve analYSIS than
can be done here It can be partIally-addressed, however, m each of the followmg ways 1)
"pIggy-back" on covenants and proVISIons reqUIred ofmaJonty shareholders by long-term lenders
such as the IFe, 2) ensure that, wherever lead mvestors mclude US or other developed-country
entItles, such entItIes accept Jomt and several lIabIlIty WIth regard to covenants undertaken to
protect mInonty shareholders, and that U S or other developed-country JunsdictIOn be accepted
for the settlement of claIms and dIsputes, 3) for controverSIes that can be antICIpated, reqUIre that
maJonty mvestors prOVIde mternatIOnal bank: guarantees, performance bonds or other mechamsms
to compensate mInonty shareholders (m tills case, the fund) m the event that maJonty
shareholders fall to comply WIth stIpulated covenants In extreme cases, speCIal votIng nghts,
convertIbIlIty features and/or warrants can be attached to the fund's shares that are tnggered
when baSIC performance expectatIOns are not met These would proVIde fund management WIth
the legal means to mtervene In the management ofmvested compames m those unusual cases
where lead mvestors faIled to comply WIth shareholder agreements As always, however, the best
protectIOn agamst such eventualItIes IS the exerCIse of cautIOn, dIlIgence and sound Judgment In
the evaluatIOn of developer/mvestor groups pnor to makmg a commttment to theIr projects



Fmally, developmg a sound eXIt strategy to allow the fund to reahze a satIsfactory return for Its
mvestors IS always an Important Issue ConsIderable expenence has been gamed m thIs over the
last two decades, and a vanety ofmechamsms are usually avaIlable, rangmg from put optIons
allowmg the fund to sell ItS shares to the lead comvestors at a prearranged formula pnce, to
pnvate placements to other mvestors or funds, to pubhc offenngs Successful medlUm- and large
sIzed projects such as are contemplated for partIcIpatIOn by the HaitI fund, may well be able to hst
theIr shares m HaItI or on a regIOnal Canbbean exchange by the tIme ofthe fund's proposed
lIqUIdatIOn m about the year 2010

Pnor AID Expenence WIth Venture Funds

A very useful retrospectIve analYSIS ofA I D expenence WIth venture funds through 1995 was
pubhshed a year-and-a-halfago by the Center for Development InformatIOn and EvaluatIOn2 As
IS Imphed by ItS tItle, "the baSIC conclUSIOn IS that past USAID venture-capItal projects have
almost umformly been faIlures"

Four baSIC charactensttcs were found to be pnmanly responSIve for the poor performance ofpast
USAID venture capItal projects

• Choosmg the wrong Implementer "In most cases, the fund managerlImplementmg
mstitutIOn selected had httle or no preVIOUS venture capItal expenence" The proposed
HaItI fund would need to be able to recfUlt the servIces of a profeSSIOnal fund management
company as a precondItIon for USAID support

• ExceSSIve constraInts on the Implementer Past USAID venture capItal projects "tned to
target too narrowly", and on espeCIally hIgh-cost/hIgh-nsk sectors such as very small
busmesses and small-scale agnculture, for example ThIs IS qUIte dIfferent from the
Intended pnncipal market for the HaItI fund, whIch would pnmarily support medlUm- and
large-scale Infrastructure projects With strong management and relatIvely stable markets

• RigId deSIgn Often, "actual condItIons dunng ImplementatIOn dIffered sharply from those
antICIpated In the deSIgn" and USAID partICIpatIOn restncted fleXIbIlIty In adaptIng to such
changmg condItIons In HaIti, we propose that USAID proVIde support through a more
arm's-length lIqUIdIty-guarantee mechamsm deSIgned to partIally overcome constraInts to
mObIhzIng pnvate sector Investment capItal SInce fundmg WIll be from the pnvate sector,
Investors WIll dlfectly control the Board and management, dIrectly for the purpose of
maXimIZIng the performance of Investments

• Inadequate demand "In most countnes, entrepreneurs were extremely reluctant to sell a
share of theIr eqUIty" In HaIti, the partICIpatIOn of outSIde Investors through a fund such
as proposed could well be the deCISIve factor In clOSIng overall fundIng for many projects

2 Fox, James W "The Venture CapItal Mirage An Assessment of USAID Expenence With EqUIty
Investment", Center for Development InfonnatIOn and EvaluatIOn, U S Agency for Internauonal Development,
February 25, 1996



It IS not antIcIpated that there wIll be any major resIstance to shanng eqUity under these
CIrcumstances

It IS recogruzed that orgaruzmg a fund that can achIeve a high rate of return for ItS mvestors under
current condItIOns m HaitI wIll not be easy It IS a small and poor country to begm wIth, and
condItIons are not favorable at the present tIme

Should condItIOns begm to Improve, however, mfrastructure, tounsm and basIc mdustry
mvestments m HaitI may have a bIg upSIde over the medlUm- and long-terms Current mvestor
mterest m such projects IS eVIdence that there IS a market for the proposed fund despIte the
compleXitIes of the current SItuatIOn

Fmally, from the USAID perspectIve, the ObjectIve IS not necessanly that pnvate sector mvestors
m the fund make a large profit, or even that It Itself aVOId "losses" USAID WIll expend grant
resources m HaitI anyway The questIOn IS, "Can a fund such as IS bemg proposed help to
mobIlIze addItIOnal pnvate sector resources for mvestment m HaitI (more effectIvely than
alternatIve USAID mterventIOns), and can It thereby help to catalyze a sigruficant pnvate sector
leadershIp role m creatmgJobs and rebUIldmg the HaitIan economy?" If the answer to thIs
questIOn IS "yes", then supportmg the proposed fund may well be a worthwhile mvestment for
USAID, whether or not ItS guarantees are called and/or repaId, or whether or not the mvestors m
the fund eventually make a profit The mterest of USAID m the HaitIan pnvate sector IS strategIC,
not financial



HaItI PrIvate Sector COlDvestment Fund
Structure USIng Guaranteed Put OptIon

ObjectIves of the Fund To proVIde a competItIve return to ItS HaItIan and InternatIonal Investors by acqmnng
ffilnonty eqmty posluons III well-structured lugh-qualIty pnvate sector projects III HaIU
III sectors lllc1udlllg eleetnClty telecoms transportauon tounsm, agnbusllless and
export trade The Fund s ffilnonty partIClpauon III these projects IS Intended to
strengthen theIr eqmty base and thereby contnbute to theIr elIgIbIlIty for complementary
loan financlllg from agenCles lIke IFC and IIC

Structure Closed-end eqmty Investment fund WIth a 10 to 12-year hfe, not Includmg an OptIonal
extenSIOn penod of 3 years If reqUIred for orderly hqmdatIOn

CapItalIzatIOn MlmmUlll of U S $50 lllillIon Shares to be Issued at a fixed par value Investors
expected to Include U S and HaItIan InstItutIons, companIes and IndIVIduals WIth a
partIcular Interest m HaItI

Return ObjectIve At least 18 percent Internal rate of return to Investors from a cOmbInatIOn of current
cash flow and long-tenn reSIdual value

LIgmdltv FaCIlItIes For a penod of four years commenclllg December 1997 Investors In the Fund WIll have
the optIOn of redeellling theIr shares at eIghty percent (80 %) of par value Ie, dunng
thIs Imtml four-year penod the Fund WIll stand ready to repurchase shares tendered to It
by ItS Investors at 80 % of theIr ongInal sale pnce, or par value Llqmdlty for the
redemptIOn of shares WIll be proVIded by the establIshment of a stand-by credIt faCIlIty
WIth a first-tIer US finanCIal InstItutIon Repayment of credIt extended by the stand-by
lender to proVIde lIqmdlty to the Fund, If reqmred, WIll be guaranteed by one or more
InternatIonal development agenCIes engaged In supportmg the econOllliC recovery of
HaItI and whose credIt rating WIll enable the stand-by faCIlIty to be pnced very close to
the oblIgatIOns of the US Treasury To the extent that calls on the faCIlIty are made
dunng the four-year guaranty penod, It IS expected that repayments WIll be made by the
Fund from the proceeds of the resale of redeemed shares once condItIons m HaItI
stabIlIze agaIn These arrangements would make It pOSSIble for 'nervous" Investors to
pullout In the event of short-tenn polItical InStabIlIty dunng the guarani) penod untIl
200 I, WIthout necessanly affecting the stabIlIty of the Fund's Investment portfolIo and
assOCIated projects In HaItI ThIs "comfort" lIlllitIng the potentIal losses of Investors
WIll faCIlItate the ImtIal mobIlIzation ofpnvate funds

Management Fund management WIll be prOVIded by an establIshed eqmty fund management
company The Fund Manager WIll be supported by Investment adVIsors faIIDlIar WIth
the HaItian economy and bUSIness enVIronment, carefully selected to ensure agaInst the
pOSSIbIlIty of a confllct-of-Interests

Management Fees To be negotiated, but lIkely to be close to a 2 0 percent annual management fee, payable
In advance on the total aIllount of funds under management, plus a earned mterest of
about 20 percent In the total returns of the Fund In excess of a mtmmUlll "threshold"
rate of return to be dlstnbuted to the Investors before any other dIstnbutIons are made

Governance The Fund shall be governed by a Board of DIrectors controlled by the Investors and also
representing the Fund's manager and Its external guarantors

LIqmdatlOn The Fund shall lIqUldate Its holdIngs through a combInation of put arrangements
negotIated In advance WIth Its pnvate developer/coInvestors In each proJect, pnvate
placements WIth other HaItIan and InternatIonal Investors, and publIc offenngs through
HaItIan and/or other regIonal or InternatIonal exchanges that may lIst the shares of
Illvested companIes III the future



OrgamzatIon, Listmg and Issuance Costs It IS prelInunanly estImated that the HaItI Pnvate Sector Comvestment
Fund can be orgamzed, lIsted and successfully capItalIzed WIthm a
penod oHour to ten months at a cost of about $250,000 m
orgmuzatIon expenses, plus four to seven percent m sales conumsslOns
to the underwnters LIstIng, orgmuzatIon and Issuance costs can be
substantIally reduced Ifshares are sold VIa a pnvate placement rather
than a publIc offenng

Investment Cntena The Board shall approve general mvestment cntena for the Fund, mcludmg provlSlons
to guard agaInst exceSSIve concentratIon In the Investment portfolIo The Fund WIll be
allowed to mvest m publIcly-lIsted seCUfltIes outsIde ofHaItI for IIqmwty-management
purposes only
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Fmn/OrgamzatIOn

AppendIx D LIst of Persons IntervIewed

Persons (s)

Hattlan-Amencans for EconolIDc Development
(RAPED)

Ageney for InternatIonal Development

Inter-Amencan Development Bank

World Bank

InternatIonal Fmance CorporatIon

:MIGA

LACTECH/Chemorucs

LACTECH/USDA

InternatIonal ExecutIve Servtce Corps

Matne of Gonatve

Chamber of Commerce, Gorunve

Mame of St Marc

PHD

Matne du Cap HattIen

Le CIment du Nord, SA, Cap HattIen

COIFINORD, Cap HattIen

PIerre R Leger, PresIdent

Ken Lanza, GIEG
Grant Momll, Project Manager, PEDS III
Robert V Burke, ChIef EconolIDst
John F Moran, DIrector, CredIt & Investment Staff
Caty Glocker, GIEG/CIS

RIchard K ArchI, ChIef, Countty DIVIsIon 4,
RegIOnal OperatIons Department
John S Horton, Agncu1tural MarketIng SpeClalist
Paul Moreno-Lopez, EconolIDst, Countty DIVIsIon
4, RegIonal OperatIons Department
Mark W FlalIDng, Fmancial Sector SpecIalIst
Fabnce Henry, MurnClpal development Speciahst,
BaSIC Infrastructure and Fmance DIVISIOn 2
Chnstian J P Weets, Seruor Pnvate Sector AdVIsor
Phthppe Dewez, ReSIdent Representative

PhIhppe Nouvel, ChIef, Canbbean DIVISIon
PIerre Sooh
Mr Marats
Carolle Carr, ReSIdent RepresentatIve

Stanley R GreIg, PnncIpal Investment Officer
Peter Tropper, Seruor Investment Officer

Stme Andresen, RegIOnal Mgr , LatIn Amenca

James T RIordan, Team Leader

Roberta Van Haeften, Food Pohey AdVIsor,
USDAIFAS/ICD

Mtreille Malebranche, Countty RepresentatIve

Mme Mary R NICholas, matre
Edner Jr PIerre, Matre
Claudel Merly, Secretatre General

15+ members

Leon Sateh Matre TItu1atre
Damel Poteau Matre-AdJomt

Jean-LoUIS Robule, Reponsable, PHD, St Marc

FrancOIS Joseph BaptIste Matre

Theodule St-Fleur, SecretarylTreasurer

Ramon Cobty, PDG



AutomotIve Parts Center Cap HaItIen

DlstIllene Larue, SA, Cap HaItIen

Plan InternatIonal, U K Cap HaItIen

Chambre de Commerce, d'Industne et des
ProfeSSIOns du Nord, Cap HaItIen

Cofinord S A lOtto Schutt & Co , Cap HaItIen

Banque de 1'Umon Hmuenne, SA, Cap Hmuen

Port TortugaIMont Joh Hotel, Cap HaltIen

BusmessmanlBuSllless Consultant, Cap HaItIen

InternatIOnal Monetary Fund

CapItal LIfe Insurance Company, Ltd

SOCABANK - SocIete Caralbeenne de Banque,
SA

Banque de la Repubhque d'HaItI

COmmISSIOn PresldentIelle pour la CrOIssance et la
ModermsatIOn Econonuque

ADIH - ASSOCIatIOn des Industnes d'HaItI

Mame de Port-au-Pnnce

ex-Pnme Mllllster

SocIete HaItIenne de Vannene, S A

Secremrene d'Etat au Tounsme

Team Manufactunng, S A

Tounsm & Trade Consultant

Domus Arclutecture

Ace Basket Company

GI1anex Manufacture, S A

Alpha Electromcs CorporatIon

Sofihdes

LIst of Persons IntervIewed contInued

Onel LeRoy, Owner

Lesly Nazon, Owner

KImberly Taylor, Progratmne Fundmg Manager

MacaJou A Medard, PreSIdent
(and 7 other members)

Hans Broder Schutt, Treasurer

Fresnel J Justafort, Charge de Chentele

Walter A Bossemus, PreSIdent

GeorgemaIn Prophete

All Ibralum ReSIdent RepresentatIve

Fntz de Catalogne, General Agent

Gerard Joseph, Dlrecteur General

Leshe Delatour, Governor

PIerre J Bnsson, Duecteur ExecutIf

EdIth D Adnen, ASSIStant Dlrecteur ExecutIf

Marlene Sam, ExecutIve DIrector
(+ 6 members)

Joseph E Charlemagne, MaIre

MarcBazm

Jean LIOnel PressOIr, PreSIdent

Maryse Penette, Secretmre d'Etat
Suzanne Seltz, ConseIller SpeCIal

MaxIme Conde, PreSIdent

Hon Charles A Maynard

J ChnstIan Gognet

VIctor Boulos, Manager

Georges Barau Sassme

Andre M ApaId, Jr , PreSIdent

Jacques Nerette, Duecteur AdJOlllt de CredIt
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LIst ofPersons IntervIewed, contmued

H H Cutler Co James Miller, VIce PresIdent

Banque de I'Uruon Hmuenne S A Oswald J Brandt II, PresIdent

West IndIes Energy Co Fntz Mevs II, VIce PresIdent

Centrale Autonome des Travmlleurs Hmuens Smnt-Cyr Loms Fignole, Secretalre General
+ 3 OffiCIalS

Internauonal Councll for Monuments & SItes - Patnck Delatour, PresIdent
Hmtl

Hotel & Tounsm AssocIatIon ofHmu Ehsabeth SIlvera, PreSIdent
RIchard Buteau, Manager, Hotel Kmam
Donurnque Carvorus, DIrector, Moulm sur Mer
Hotel
Roger Dunwell Owner, VIlla Creole Hotel
PIerre Bobble Chauvet, Agence Cltadelle

World Trade Center & Sofitel hotel project Frantz Llautaud, Developer

Hohdaj Inn Plaza Hotel Fred Plerreloms, Owner

Hotel Montana Joel Thebaud, Manager

Club Medlterranee Guy Thomas, DIrector

Le ManOlr project Hendnk Verwaay, PreSIdent

Nonnan's Inn at LabadIe Shores, Cap Haluen Mr Nonnan

Roch Sauvage Club Pme, Cap Hmtlen RIchard Chauver, Owner

Hmu-Mla1U1 Chamber of Commerce Ghlslmn Gourmge

Pnme Interests, Tampa RIchard Gehnng, Partner
Charles Hendnck

Amencan Alrlmes Horace Hord Jr , DIrector ofMarkeung,
Atlanuc/Canbbean, Mlanu

Flonda Canbbean Crmse AssoCIauon Michelle Pmge, Execuuve DIrector
Rovel Moms, Tralrnng & Research

Royal Canbbean Crmse Lmes Peter Whelpton, Execuuve VIce PreSIdent

FIrst Eqmty Corporauon Mia1U1 WIlbert Bascom, PreSIdent
Pablo Hoffmann VIce PreSIdent

GAS Tounsm Urnt Washlngton DC Claude Larreur

Mirustry of Commerce & Industry Fresnel Gennmn, Mirnster

Black Busmess Invest1Uent Board, State ofFlonda Joyce Coombs, Development Representauve
Coordmator



Carswell Compames, Flonda

HAMCHAM - HaIuan-Amencan Chamber of
Commerce

CClli - Chambre de Connnerce et d'Industrle
d'HaIU

LIst ofPersons InteIVlewed contlllued

KeIth A Carswell, Chairman & CEO

Josette Nazon, Execuuve Dnector

Fntz Kenol, PresIdent

Ulnck DessaInt, Secretalre General
(+ 6 members)

NADALSA - Les Entrepnses ConnnerClales Joseph OI1V1er Nadal, General manager, DIV1SIon manume
Nadal SA

MJ.mstere de l'EconOlme et des Flllances, Bureau MJ.e Carmelle Jean-Mane, Consedler Flllancier
duMJ.mstre

Presson Exceus ASsistant-DIrecteur, DnectIon des
Etudes Econonuques
Erol Saint-Lollis, Consultant, DIrectIon des Etudes
Econonuques

CLED - Centre pour la Libre Entrepnse et la
Democraue

AssocIates for Global Change

ArUstlHandicrafts manufacturer

HaIU Senate

Canbbean Resources Internauonal

Clubank/AssocIauon ProfesslOnelle des Banques

Sogebank

MaIre de Jacme!

Hotel La JaClllelhen

Genula Art Gallery, Jacmel

La Cayenne Hotel & NIght Chili, Les Cayes

Chambre de Connnerce des Cayes

Maire des Cayes

Agn-Supply Co, SA

Claude-Bernard Celesun, Dnecteur Executli
(+5 members)

Gary Walker, Parmer
Andrew C Gilboy, Semor Parmer

MoroBaruk

Renaud Bernardlll, Senator and PresIdent of the
Flllance COmmlSSlOn

Laura Mcpherson, PresIdent

Gladys Coupet

Charles Clermont, Dnector General

Guy Masse, Maire Tltu1aIre
Jackson Bellevue Antollle Delbeau, MaIre-AdJolllt

Enc Dams, Owner

Gerard Lafontant, Arnst/painter

Gerard ChalV1re, PDG

Antollle Blaise, PresIdent
Thierry Vante
Robert Leger
(+5 others)

Maire Tltu1aIre

Ann Bayhss Hauge VIce PresIdent
PIerre Leger, PresIdent



d'Adeskv EnterpnseslEnmarcolda S A DIVIsIon
TermeraIr

List of Persons Intervtewed, connnued

WIlhelm E Lemke Jr

Je:fIrey d'Adesky
PhIlIppe Blamby

Hatn AIr FreIght MIne Damelle AugustIn
Serge AleXIS, Chef de Deparnnent SaleslMarkenng
Frantz Lespmasse, VIce PresIdent, Cargo

Jeune Chambre de Commerce ElIsbeth AugustIn, Responsable des ArchIves et de
la DocumentatIon, Info-Servtces
JacquelIne Dodard, DIrecteur Admtmstrat1f,
Impnmene Pressmax S A
Donald GutIerrez, DIrecteur, Office Comer

DelegatIOn de la COmmISSIOn Europeenne Paul Munters, Attache

Tounsm and Trade Consultant Hon C A Maynard

SECIDlHatn Product1ve Land Use Systems Project John D "Zach" Lea, Agncu1tural Economost,
SECIDIPLUS Coordmator

USAIDlHaIt1 PhyllIs DIchter-Forbes MIssIOn DIrector
James E VermtllIon, Deputy MIssIOn DIrector
Abdul Wahab, ChIef, Econonuc Growth Office
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AppendIx E. IllustratIve ActIon OptIons Packages

The MIssIon may develop ItS pnvate sector strategy to focus on partIcular pnontIes or resource
hffiltatlons The followmg table presents the suggested pnmary elements offive ActIon OptIons
Packages

Short-term Focus - actlOns focused on short-term results,
Low Budget - actlOns reqmnng hffilted MIsslOn budget,
Decentralzzed Focus - actlOns focused on decentralIzed econOffilC development and

competitiveness,
Focus on BasIc Frameworkfor Pnvate Sector Development - actlOns focused on frameworks

and underpmrungs for enterpnse development, and
Focus on Broad Access - Lowermg Barners to Entry - actlOns focused on facIhtatmg new

mvestment and busmess creatIon by reducmg entry bamers such as fIsk and transactlOn
costs

Possible Activity Action OptIOns Packages

Short- Low Decentral Focus on Focus on
term Budget Ized BasIc Broad
Focus Focus Frame- Access -

work for Lowenng
PSD Barners

to Entry
A STRATEGY OPTIONS TO
GENERATE PRIVATE SECTOR
INVESTMENT AND
EMPLOYMENT
a Assemblv Sector
Obtam "Super 507" WaIver X X
Obtam SpecIal Trade Preferences for X X

HaItI
McDermott ImtlatIve for HaItI X X

Plan New Industrial Parks and X

Infrastructure OutsIde Port-au-Prmce
(2)
b Tourism
Private Manal!ement of Docks X X X X X
AIrport ConcessIOns and UDl!radml! X X
CrUise Industrv ReVival Support X X
TOUrism Readmess Programs Jacmel, X X X
Jeremle and Cap HaltIen
Port-au-Prmce CrUIse AttractIon
Cttadelle/Sans SOUCI Up2radm2 X

c Apnbusmess



Short- Low Decentral Focus on Focus on
term Budget Ized BasIc Broad
Focus Focus Frame- Access -

work for Lowenng
PSD Barners

to Entry
Market Town CollectIOn and
Processmg Centers (20)
Assist m Post-Harvest Phases of
Haitian Staple Crops
Rural Credit ExpansIOn X X X

Market InformatIOn Pro2ram X X X X X

Export Infrastructure Plannm2 X

d Handicrafts
Handicrafts Export Market
FamlharlzatIOn
Lmka2e to Tourism Development X X X

e ConstructIOn
Rural Road RehabIlitatIOn X X X
Rural Road Mamtenance X X X
Irrl2atIOn Systems Mamtenance
Low-Income Housm2 Guarantee X

GOWDonor Procurement - Materials X X X

SpecIficatIOns ReView
f Fmanclal Sector
Money Market Development X

Housmg Fmance System Design X

Fmanclal Market InformatIOn X
Contractual SaVIn2:S Systems X

Formal Sector Fundmg of Informal X X

Lenders PIlot Program
2: Economy-wide ActiVities
EqUity CaPital MoblhzatlOn X
Partial Credit Guarantees for Workmg X X
Capital and Investment
PrIvatization of SOEs X X X X

LiberalIzation of Ownership and X X X X X

Management of New PublIc UtilIties
and Infrastructure
Export and Investment Promotion
"One-Stop-Shop" for Investment X X X

Approvals and Llcensm2:
Local PrIvate EnterprIse Imtlatlves
Fundmg
Imtlatlve for Geographic CoordmatlOn X X X

and Focusmg of Private Sector
Develooment



Short- Low Decentral Focus on Focus on
term Budget Ized BasIc Broad
Focus Focus Frame- Access -

work for Lowenng
PSD Bamers

to Entry
For-Profit Busmess X X X

ServIce/CommumcatlOns Centers (20)
Leland-type ImtIatIve for HaitI X X
Re210nal DemonstratIOn Centers (5) X X

B STRATEGY OPTIONS FORA
MORE EFFECTIVE PRIVATE-
PUBLIC SECTOR POLICY
DIALOGUE
a Assembly Sector
Port and Customs AdmlmstratlOn for X X X X

Secondary Cities
Free Trade Zone LegislatIOn X X X X

FacIlitate Dialogue Labor X X X X

Issues/Counter Ne2atlve Press
b Tourism
TOUrism Investment Code X X X X X

c A2rIbusmess
PrICm2 and Trade PolIcv Reforms X X X

d Handicrafts
e ConstructIOn
e Fmanclal Sector
f EconomY-Wide
Macroeconomic Policy Development X X X
and ImplementatIOn
Security and Law Enforcement X X X X

Urban and Rural Land Tenure Studies X X X
and Techmcal ASSistance
Improved Cost Recovery and X X

Accountability m Decentralized SerVice
Delivery
Improve Local Tax CollectIOn X X

Public Interest RegulatIOn of Privately X X

Mana2ed UtilitIes
Public-Private CooperatIOn m Local X X X

Land Use Manal!ement
Tax and Regulatory Reforms and X

Enforcement to Strengthen the Formal
Sector
Policy Mentorml! X

NatIOnal Futures Scenario Planmnl! X

CommumcatlOns, CIVIC EducatIOn and X X X X

ParticmatlOn



Short- Low Decentral Focus on Focus on
term Budget Ized BasIc Broad
Focus Focus Frame- Access -

work for Lowenng
PSD Barners

to Entry
Agents of Change and Promoters of X X
Dialogue
Parhamentary Pohcy Research and X X X
AnalvSlS Support
C STRATEGY OPTIONS FOR
HUMAN RESOURCES AND
INSTITUTIONAL
STRENGTHENING
a Assemblv
Orgamze On-the-Job Tramml! X X

b TourIsm
TourIsm Database
TourIsm Tramml! X X

TourIsm Public EducatIOn and X X X X X

Readmess Prol!ram
c AgrIbusmess
Applied AgrIcultural Research and
ExtensIOn
d HandIcrafts
Arts and Crafts Improvement X

Prol!ram
HandIcrafts Trammg and DesIgn X

Centers
HandIcrafts Export Marketmg X

AssocIatIOn Support
e ConstructIOn
Buddml! Trades Skills Tramml! X X X

f Fmanclal Sector
l! Economv-wlde
Busmess AssocIatIOns Support X X X X

Local Government Tramml! X X X X

Peace Corps Programs X X X

Pubhc EducatIOn X X
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Exhibit A World & Caribbean Tourism Trends 1980 94

Tounst Amvals

World Caribbean

arnvals yrly growth arnvals yrly growth yrly change

[OOOs] [OOOs] [OOOs]

1970 165787 na

1980 286249 56% 6757
1991 465844 45% 11 214 47% 405
1994 545878 54% 13588 66% 791 C leading W 166

561
Tounsm Receipts current value US$ 50%

[millions] [millions] [millions]

1970 17900 na 25
1980 105198 194% 3484 Cat parwW 561
1991 271880 90% 8983 90% 500 72%
1994 345540 83% 11570 88% 862

Receipts per Tounst Amval current value US$

1970 108 na

1980 368 130% 516
1991 584 43% 801 41% 26 C>W
1994 633 27% 851 21% 17

Note Cruise passenger statistics are not Included In tOUrist arnvals

source WTO Yearbook

\i1



Exhibit B Selected Caribbean Tourism Growth Trends 1980-95 - Stayover Tourists
[ODDs of tounst arrivals]

yrly growth 1991-5
1980 1985 1991 1992 1993 1994 1995 rate absolute

all Canbbean 7,209 7882 11,928 12,204 13,276 14,184 14,714 697
annual change 2% 9% 7% 4% 5%

Haiti 138 141 119 90 77 70 145 65
annual -24% -14% -9% 107% 5%

Cuba NA NA 424 461 544 617 738 79
annual change 9% 18% 13% 20% 15%

JamaIca 395 572 1,007 1,057 1,105 1,098 1,147 35
annual change 5% 5% -1% 4% 3%

Dominican Rep 301 425 1,417 1,524 1,636 1,767 1,932 129
annual change 8% 7% 8% 9% 8%

Turks & Calcos 12 29 55 52 67 71 76 5
annual change -5% 29% 6% 7% 8%

4 nelghbonng nations - Total 2,903 3094 3,352 3,553 3,893 248
annual change 7% 8% 6% 10% 8%

Note Cruise passengers are excluded
NA data not available

source Canbbean Tounsm OrganIzation statistical reports
H's reboundlng,J's rebounded, DR leader In growth then Cuba



Exhibit C Caribbean Tourism - Tourism Recelots for Selected Destmations 1990-94

1990 1994 1990-94 annual rates of chanoe
receipts tOUrists ecelptsltrst receipts tOUrists ecelpts/trst tOUrists ecelpts/trst total tOUrist recelots

[millions $] [thousands] [millions $] [thousands] [millions $] percent

World 264714 459212 576 345540 545878 633 44% 24% 20207 69%

Amencas 69481 93570 743 95733 107049 894 34% 48% 6563 83%

Canbbean 8755 11263 777 11570 13588 851 48% 23% 704 72%

Haiti 82 144 569 46 70 657 -165% 36% (9) -135% Haiti
Bahamas 1333 1562 853 1333 1 516 879 -07% 08% 0 00% Bahamas
Cuba 243 327 743 850 617 1378 172% 167% 152 368% Cuba
Dominican Rep 890 1 305 682 1 148 1 717 669 71% -05% 65 66% Dominican Rep
Guadeloupe 197 331 595 490 556 881 138% 103% 73 256% Guadeloupe
Jamaica 740 841 880 919 977 941 38% 17% 45 56% Jamaica
Puerto RICO 1366 2560 534 1728 3042 568 44% 16% 91 61% Puerto RICO
Turks & Calcos 37 49 755 57 72 792 101% 12% 5 114%
US Virgin Islands 705 463 1523 919 540 1702 39% 28% 54 69% US Virgin Islands

Note Cruise excurSIOnists are not Included 2974 483
source WTO Yearbook of Tounsm Statistics
H DR PR laggards per 10 recelpts/trst H collapse C biggest gainer + PRiGuad/DR
Canbbean sUbstantially hler r/trst rev growth exceeding world avrge of 6 9%



Exhibit 0 Caribbean Tourism - Selected Magnitudes -1995

rooms average average average
capacity expend-US$ stay-day expend/day

rooms US$ days US$
Haiti 850 385 na na
Cancun, MexIco 18,891 na 54 na
Cuba 24,233 1,490 87 171
Dominican Rep 32,475 812 105 77
Guadeloupe 7,917 716 61 117
Jamaica 20,896 932 109 86
Puerto RIco 10,251 583 27 216

source Canbbean Tounsm Investment GUIde statistical appendix p 36
hi cuban spend,



Exhibit E Pace of Lodgmg Capacity Expansion In Caribbean
I 1980 1991 early changes 80-9 1995 earlv chanaes 91-
I percent rooms percent rooms

all Caribbean 83774 140,785 5% 5,183 173,406 5% 8,155
Haiti I 2,943 1,500 -6% (131) 850 -13% (163)
Bahamas 11,429 13,185 1% 160 13,421 0% 59
Cuba I 7,526 16,638 7% 828 24,233 10% 1899 142
Dominican Rep 3,800 22,555 18% 1,705 32,475 10% 2,480 186
Guadeloupe 3,037 7,016 8% 362 7,917 3% 225
Jamaica I 10092 17,337 5% 659 20,896 5% 890
Puerto RIco 9,224 7,897 -1% (121 ) 10,251 7% 589

I
I

source Canbbean Tourism Investment GUIde, statistical appendix p 38
bUilding blitz Cuba, DR Jamaica grows



Exhibit F Haiti Tourist Arrivals 1980-96
yrly change percent

1980 136000
1985 149700 2,740 2%
1989 149,300 (100) -0%
1990 143,800 (5,500) -4%
1991 119,300 (24,500) -17%
1992 89500 (29,800) -25%
1993 76,700 (12,800) -14%
1994 70,300 (6,400) -8%
1995 145,400 75,100 107%
1996 150,100 4,700 3%

source SET



Exhibit G Profile of Haiti Tourist Arrivals - 1995 &96

bvongm 1995 1996
North America 108,500 75% 111,600 74%
CenlS Amenca 3800 3% 4,200 3%
Caribbean 16,900 12% 17,600 12%
Europe 14,200 10% 14,600 10%
other 1,900 1% 2,000 1%

145,300 150,000 1997 assumptions @3% up
bv tvpe of lodgmg VISitors ave stay t-days
private homes 107,100 74% 108,600 72% 111 858 9 1006722
hotels 38,300 26% 41,500 28% 42,745 7 299,215

145,400 150,100 154603 1305937
bymotrve
vacation 46,200 32% 48,900 33%
bUSiness 26,000 18% 27,200 18%
other 73,200 50% 74,000 49%

145400 150,100
source SET

,ttP



Exhibit H WTO Forecast Tourist Arrivals· World I I
millions I I

1990 456 leaders Arg Cuba, MexIco
1995 534 32% Amencas growth 6-7% for 1990s
2000 661 44% Canbbean leading growth
2010 937 36% I I

source wro I I



Exhibit I Caribbean Cruise Passenger Arrivals 1991 5 (OOOs)

1991 1995 pax/week growth 91 5
(0005) (0005) yrly rate yrly pax

all Caribbean 8700 9710 186731 3% 252500
Bahamas 2020 1543 29673 7% (119250)
Cayman 475 683 13135 10% 52000
Cozumel 492 899 17288 16% 101 750
Dominican Rep 50 30 577 12% (5000)

Jamaica 490 605 11 635 5% 28750
Puerto RIco 995 1 001 19250 0% 1500

Note These statistics represent passenger arrivals at Caribbean ports

source Canbbean Tounsm Investment GUIde statistIcal appendIx p 39



Exhibit J Labadie Cruise ActiVity 1996 - Royal Caribbean Cruise Lme
I

12 months to 9/96
passengers 249,740
tax collections 749,220 US$
tax per passenger 300 US$
number of calls 104 2 per week
pax per call 2401
tax collection per call US$ 7204 US$

I
October & November 1996
passengers 40,129
taxes & fees 240,774 US$
tax/fees per passenger 600 US$
number of calls 17 2 per week
pax per call 2,361
tax/fees per call US$ 14,163 US$

I
pax passengers
source SET
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Exhibit J-Iow Job Creation - Low Case bon/mal homes tOUrists Job creation
mternatlonal stayover tOUrists-- excurslonists/da'J VIsitors -- grand 29% 9 day average stay vs 7 hotel-tourists

hotels homes total crUise road total total -60% $40/day spend vs $100 hotel-tourists
-31% neteffec
0062 cut the rate by one third

1998 600 207 807 120 7 127 934
1999 1,200 420 1,620 360 15 375 1,995 road excursIOnists Job creation
2000 2,400 639 3,039 720 23 743 3,782 one day average stay for excursIonist
2001 4200 865 5065 1,080 31 1,111 6,176 home tOUrist 9 day average stay
2002 6600 1,097 7697 1,320 40 1,360 9057 road excursIons 1/9 factor of home tourrst
2003 9,600 1,337 10,937 1,440 49 1,489 12,425 0007
2004 13200 1,584 14,784 1,560 57 1,617 16401

Notes
1 Factor of 6 jobs per available room or 092 jobs per tOUrist, IS used for hotel-
2 Factor of 062 jobs per home-stayover tOUrist IS used
3 CrUise job creation IS shown m Exhibit L
4 Factor of 007 Jobs per road excurSIOnist IS used
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Exhibit J-mld Job Creation - Middle Case

International stayover tOUrists-- excurslonlsts/dav VIsitors -- grand
hotels homes total crUise road total total

1998 600 344 944 150 12 162 1 107
1999 2,100 706 2806 450 26 476 3,282
2000 4500 1,086 5586 900 39 939 6,525
2001 7,800 1,485 9,285 1350 54 1,404 10688
2002 12,000 1,903 13903 1650 69 1,719 15,622
2003 17100 2343 19443 1800 85 1,885 21,328
2004 23100 2,804 25,904 1,950 102 2,052 27956

Notes
1 Factor of 6 jobs per available room or 092 jobs per tOUrist, IS used for hotel-stayover tOUrists
2 Factor of 062 jobs per home-stayover tOUrist IS used
3 CrUise job creation IS shown In Exhibit L
4 Factor of 007 jobs per road excursIonist IS used
source StUdy Assumptions
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Exhibit J-hlgh Job Creation - High Case
international stayover tOUrists-- excurslonlsts/dav VIsItors-- grand

hotels homes total crUise road total total

1997
1998 600 482 1,082 180 17 197 1280
1999 2,700 998 3,698 540 36 576 4274
2000 6,300 155O 7850 1,080 56 1 136 8,986
2001 11,400 2,141 13,541 1,620 78 1,698 15,239
2002 18000 2,773 20,773 1980 101 2,081 22,854
2003 26100 3,449 29,549 2,160 125 2285 31,834
2004 35,700 4173 39,873 2,340 151 2491 42,364

Notes
1 Factor of 6 Jobs per available room or 092 Jobs per tOUrist, IS used for hotel-stayover tOUrists
2 Factor of 062 Jobs per home-stayover tOUrist IS used
3 CrUise Job creation IS shown In Exhibit L
4 Factor of 007 Jobs per road excursIonist IS used



Exhibit K Selected Port Charges per CruIse Passenger -1996
I

Bahamas 1500 US $
Cayman I 950
Guadeloupe-Pt-a- 1 00
Jamalca-Montego 1350
Jamalca-Ocho RIo 1500
Mexlco-Cozumel 226
Puerto RIco 965
USVI-St Thomas 750

I
source Flonda Canbbean CrUIse Association
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Exhibit L CrUise Exoanslon Scenario
I

year 1-1998 year 2 year 3 year 4 year 5 year 6
assenoers lobs receiPts Dassenoers lobs receipts passengers lobs receIPts passenoers lobs receiPts Dassenoers Jobs receIPts passenoers lobs receiPts

[millions] I[millions] [millions] [millions] [millions] [millions]
Iport 1 50000 100 125 100000 200 200 200000 300 3 200000 300 300 200000 300 300 200000 300 300
port 2 50000 100 125 100000 200 200 200000 300 300 200000 300 300 200000 300 300

Iport 3 50000 100 125 100000 200 200 200000 300 300 200000 300 300
port 4 50000 100 125 100000 200 200 200000 300 300

50000 100 125 150000 300 325 350000 600 625 550000 900 925 700000 1100 11 00 800000 1200 1200
leakage 031 081 156 231 275 300
netmcome 094 244 469 694 825 900
mdlrectlinduced 50 094 150 244 300 469 450 694 550 825 600 900
total net mcome 188 488 938 1388 1650 1800
total job creatIon 150 450 900 1350 1650 1800

Net Income Stream Low/Hlqh Cases
low case - 20% below 150 390 750 11 10 1320 1440
mid case 188 488 938 1388 1650 1800
hlQh case 20% above 225 585 1125 1665 1980 2160

key assumptions on port performance tyPical year Notes
direct lob creation per port I 300 jobs 1 Capital costs are Iqnored since reuse of eXlstlnq City ports or beach locations IS assumed
IndlrectlJnduced Job creation per port 50% of direct Jobs 2 Each port reaches tyPical operation &employment level In year 3 I I
Iqross dollar receipts per year US$3 million 3 Imtlalleakaqe IS assumed at 25% for return to Import content tenders minivans office/communications eqUipment etc
Ipassenqers per year 200000 4 IndlrectlJnduced Income assumed at 100% of Initial net Income I I

5 Onshore expenditures of crewmembers are assumed to be negligible I I
source Study Assumptions 6 ProvIsion of $250 000 In year 1 for each port IS made to cover site preparation expenditure In dollars It IS added to receiPts



Exhibit M Competitive Caribbean Markets for Haiti - 1995

available annual tOUrists ttl receipts ttl receipts average average average $ annual
rooms tOUrists per room per room expend US$ length-stay expend/day turst-days

[thousands] [US$m] US$ days [millions]
Cuba 24,233 738 30 1,100 45,393 1,490 87 171 64
Dam Rep 32,475 1,932 59 1,568 48,283 812 105 77 203
Guadeloupe 7,917 640 81 458 57,850 716 61 117 39
Jamaica 20,896 1,147 55 1,068 51,110 932 109 86 125

85,521 4,457 52 4,194 49,041 941 97 97 431

for Haiti say 65 trst/room, 50,000 rev/room, ave stay 7 days

Note Balded figures are derived
source Canbbean Tounsm Investment GUide, statIstIcal appendIX p 35
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ExhIbit N Stayover Tourism EXE anslon rCommerclallod( ma Vlsltorsl Slow Growth focus on hotel expansIon pace
mcreasmQ momentum pr year

- lodalna ex anslon- gross Cuba openmg I
additions rnvestmnt cumulative stayover tOUrlst- receipts cumulative lob creation FTE limited upheaval I
rooms/yr rUS$Ml rooms tOUrists days [US$M] hotels mdlrect total vigorous Investment promo needed

1998 100 75 100 6500 45500 44 150 450 600 In all cases a latecomer
1999 100 75 200 13000 91000 88 300 900 1200 all categories combined for hotels
2000 200 150 400 26000 182000 177 600 1800 2400 0092 Jobs/tourist
2001 300 225 700 45500 318500 309 1050 3150 4200 6 lobs/room bUilt
2002 400 300 1 100 71500 500500 485 1650 4950 6600 I
2003 500 375 1,600 104000 728000 706 2400 7200 9,600 I
2004 600 450 2200 143000 1001000 971 3300 9900 13200 barely rebounding very slow @314/$23 6M

1650 do nothrng case-miserable
Notes Assumptions are the same as those of Exhibit K except construction ~rows at 100 rooms per year mainly busmess/vfr/short stay

314 236 pap/ch focus I
source Study AssumptIons failure to enter blQtlme/no geo spread/a passive rebound

till 2004 majority homestay tourism
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Exhibit 0 Stayover Tourism Expansion [Commercial Lodging VISitOrs] - MedIUm Growth

-lodging expansIon - gross pace 5501$41 M
additions Investmnt cumulative stayover tOUrlst- receIpts cumulative Job creation FTE some geo spread
roomslyr rUS$M] rooms tOUrists days rUS$M] hotels indirect total herd mentality

1998 100 75 100 6500 45500 44 150 450 600
1999 250 188 350 22,750 159,250 154 525 1,575 2100
2000 400 300 750 48750 341,250 331 1 125 3,375 4,500
2001 550 413 1,300 84,500 591 500 574 1950 5850 7,800
2002 700 525 2,000 130,000 910,000 883 3,000 9,000 12000
2003 850 638 2,850 185250 1296750 1258 4,275 12825 17,100
2004 1000 750 3850 250,250 1751750 1699 5,775 17325 23100
total 2888

yearlyav 550 41 3

Notes
1 The assumed annual rate of construction rises 150 rooms per year
2 Total per room Investment Including Infrastructure and land cost IS US$75,OOO
3 Average annual tOUrists per room IS 65 mUltiple occupancy factor of 2, and average stay IS 7 nIghts
4 Average tOUrist expendIture per day In economy IS US$97
5 Full time eqUivalent Job creatIon per hotel room IS assumed at 1 5 In hotel 4 5 In the economy
6 No adjustment for inflation or real shifts In dollar values IS made
7 Rooms Includes all types of commercial lodging [timeshare, resorts, Inns etc] of international standard
source Study Assumptions



Exhibit P Stayover Tourism Expansion [Commercial Lodgmg VIsitors] - High Growth pace 8501$64M
2-3 other poles

- lodging expansion - gross entenng blgtlme
additions Investmnt cumulative stayover tounst- receipts cumulative lob creation FTE big herd
rooms/yr rUS$Ml rooms tounsts days rUS$Ml hotels indirect total

1998 100 75 100 6,500 45,500 44 150 450 600
1999 350 263 450 29,250 204,750 199 675 2025 2700
2000 600 450 1,050 68,250 477 750 463 1575 4725 6300
2001 850 638 1900 123500 864500 839 2,850 8,550 11,400
2002 1,100 825 3,000 195,000 1365000 1324 4500 13,500 18,000
2003 1,350 101 3 4,350 282,750 1979250 1920 6525 19575 26100
2004 1,600 1200 5950 386750 2707250 2626 8925 26,775 35,700

4463
Notes Assumptions are the same as those of Exhibit J except construction grows at 250 rooms per year

850 638
source Study AssumptIons

~



Exhibit Q Recap of Tourism Volume to 2004 • Mid Growth

1997 -- 2001 -- -- 2004--
base Increment total Increment total

hotel 42,745 84,500 127,245 250,250 292,995
home 111,858 24,084 135,942 45,496 157,354
stayover 154,603 108,584 263,187 295,746 450,349
cruise 250,000 550,000 800,000 900,000 1150000
road 36,500 7,866 44,366 14,859 51,359
excursns 286,500 557,866 844,366 914,859 1,201,359
total 441,103 1,107,553 1,651,708
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Exhibit V-low Incremental Tourism to 2004 - Low Case

-- gross forecasts -- mternatlonal stayover tOUrists -- excursIonists/day VISitors -- grand
homes road hotels homes total cruise road total total
base base

111,755 36,500
115,108 37595 1998 6,500 3,353 9853 40,000 1 095 41,095 50,948
118561 38723 1999 13,000 6806 19806 120000 2223 122223 142029
122 118 39,885 2000 26000 10363 36,363 280,000 3,385 283,385 319,747
125,781 41,081 2001 45,500 14,026 59,526 440,000 4,581 444,581 504,107
129,555 42314 2002 71,500 17,800 89300 560 000 5814 565814 655113
133441 43,583 2003 104,000 21686 125686 640000 7 083 647083 772,769
137,445 44,890 2004 143000 25,690 168,690 720,000 8,390 728,390 897,080

Note
1 Homestay tOUrists & road eXCurSIOnists grow at 3% per year
2 For lack of data, road eXCurSIOnists are assumed m 1997 at 100 per day
3 Underlined value meets/exceeds 1997estlmated volume of 155 000
source Study AssumptIOns
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Exhibit V-mid Incremental Tourism to 2004 - Middle Case

-- gross forecasts -- international stayover tOUrists -- excursIonists/day VIsitors -- grand
homes road hotels homes total crUise road total total
base base

111 755 36500
117,343 38,325 1998 6,500 5,588 12088 50000 1825 51,825 63913
123210 40241 1999 22,750 11455 34205 150,000 3741 153741 187,946
129,370 42253 2000 48750 17615 66,365 350000 5,753 355753 422,119
135,839 44,366 2001 84,500 24084 108584 550000 7866 557866 666450
142,631 46584 2002 130,000 30,876 160,876 700,000 10,084 710084 870,960
149762 48,913 2003 185250 38007 223,257 800000 12,413 812,413 1035671

157251 51359 2004 250,250 45,496 295746 900,000 14859 914,859 1 210605
Note
1 Homestay tOUrists & road excurSIOnists grow at 5% per year
2 For lack of data road excursIonists are assumed In 1997 at 100 per day -
3 Underlined value meets/exceeds 1997estlmated volume of 155 000
source StUdy AssumptIons
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ExhIbIt V-hIgh Incremental Tourism to 2004 - High Case

-- gross forecasts -- international stayover tOUrists -- excursIonists/day VISitors -- grand
homes road hotels homes total crUIse road total total
base base

111,755 36,500
119,578 39055 1998 6,500 7823 14323 60,000 2,555 62555 76,878
127,948 41,789 1999 29,250 16,193 45,443 180000 5289 185,289 230,732
136905 44,714 2000 68250 25,150 93400 420000 8214 428,214 521,614
146,488 47,844 2001 123500 34,733 158,233 660,000 11,344 671,344 829577
156,742 51193 2002 195,000 44,987 239,987 840,000 14,693 854693 1094680

167,714 54,777 2003 282,750 55,959 338,709 960000 18277 978,277 1316986

179,454 58611 2004 386,750 67,699 454449 1080000 22,111 1 102 111 1556560
~ ~~~-~

Note
1 Homestay tOUrists & road eXCurSIOnists grow at 7% per year
2 For lack of data, road eXCurSIOnists are assumed In 1997 at 100 per day
3 Underlined value meets/exceeds 1997estlmated volume of 155 000
source StUdy AssumptIons



Exhibit X CrUise Pax forecast recap -- lob creation --
10 mid hi 10 mid hi

1 1998 40,000 50,000 60,000 120 150 180
2 1999 120,000 150,000 180,000 360 450 540
3 2000 280,000 350,000 420,000 720 900 1,080
4 2001 440,000 550,000 660,000 1,080 1 350 1,620
5 2002 560,000 700,000 840,000 1,320 1,650 1,980
6 2003 640,000 800,000 960,000 1,440 1,800 2,160
7 2004 720,000 900,000 1080000 1,560 1,950 2340



APPENDIXG



~

~

AppendIx G BIlateral and MultIlateral Programs

Disbursements and ProjectIOns By Sector As of January 1997

Sector Indicative ~Isbursements Projections Major Projects or Focus
CommItments

IHFY95 HFY96 HFY97 HFY98 HFY99+

Governance IDB TechnIcal CooperatIon for DecentralIzatIOn (HA-
0060) Prepared m early 1996 Not ratified as of March

rrotals ~14 68 ~9 83 7592 3614 5360 4919 1997 USD3m Loan IS to help redefme the mstItutIOna1
~anada ~3 10 ~ 55 985 335 335 and fiscal framework of local governance and strengthen the
France 196 ~06 1 15 055 020 ~apacItyofthe mUnIcIpahtIes
K;ermany
~apan ~ 80 380 IMP - Enhanced Structural Adjustment FacIlIty
Netherlands ~ 34 007 009 012 006
SWitzerland M'B 2071-HA USDll 4rn Industrial Recovery and
USA 14880 6065 4710 tlO 72 2033 Development Project TechnIcal and Fmancml ASSistance to
lEuropean Dmon 1581 777 542 228 034 SME mdustrla1 enterprIses Effective 8/90 Closes 6/98
IDA ~O 00 080 050 561 1309 75% undisbursed
IDB k;300 590 2100 3610
IMF WB PublIc Sector ModermzatlOn Project (FY98)
UNDP 1834 458 935 221 720
UN Organs ~92 030 160 051 051 ~ Second Technical AssIstance PrOject Approved 9/96
[other Bilaterais 1661 1606 056 Not yet effective USD12m HT-PA-41971 Components

Property Tax Reform (USDI 4m), Expenditure Management
USD 33m), Human Resources management System (USD

1m), PrIvate Sector Development (USD 3m) mcludmg
Formulate and execute a pubhc mformatIon campaign m
support of the pnvate sector participation program and
mplement faclhtatmg legal and regulatory reforms to

facIlItate competItIon and the strengthenmg of regulatory
agenCIes, PublIc Sector ModernizatIon (USD 11m), Project
mplementatlon Component (USDl 6m)

DB Investment Sector Loan (HA-0046) Budd upon



~
~

Sector Indicative Disbursements Projections Major Projects or Focus
~ommltments

~FY95 ~FY96 HFY97 HFY98 HFY99+
efonns, including taxes and customs administratIOns, legal

framework for secured transactIOns Lower nsk and
~ansactlOn costs Focus on macroeconomic stabilization,
~nancIaI sector refonn, refonn of basIc Infrastructure
~nterpnses, espeCially In the energy sector, and support to
IPnvate sector economic initiatives In the real sectors
~SD52 7m PrIvate sector participatIOn In the
Imanagement/ownershlp of the electricity sector Refonn of
~DH will be financed by ATNIMT-5334

~uropeanUOion - Indicative Program Intervention 3 -
povernance DecentralizatIOn, communal law, Public
sector refonn, PrIVatizatIOn, Local development funds,
~udlclal system refonn, Local development programs that
Integrate the communes (espeCIally the Mames)
~ecentralizedmmlstenal structures, NGOs, Civil population,
~tc

~DB Modernization of the State (I and II) (Parliament)
HA-0034 (USD20m) and HA-0027)

!Agriculture DB Includes strengthenmg of land tltlmg system VarIOUS
21505 2730 2884 2631 5674 7586 !fechOical Cooperations

Irotals p70 300 070 ~rtlboOiteValley Projects (690/SF-HA and 845/SF-HA),
[canada 1562 199 320 372 511 160 IRtvlere Blanche BaSin Project (777/SF-HA), ModernizatIOn
France 1580 140 300 342 570 228 pfthe Agncultural Sector (HA-0016 - USD30m», Swme
Germany pevelopment (783/SF-HA)
Japan 160 037 054 042 P27
~etherlands 207 050 057 050 P50 ~ 2071-HA USD114m Industrial Recovery and
Switzerland 1952 802 r 90 360 Development Project TechnIcal and FmancIaI ASSIstance to
USA 6730 899 559 410 1762 3100 SME mdustrIaI enterprIses Effective 8/90 Closes 6/98
European Umon 13 00 P00 280 10 20 75% undisbursed
IDA 6220 12 20 ~ 32 562 2069 12937
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Sector Indicative ~Isbursements Projections Major Projects or Focus
Commitments

HFY95 !HFY96 !HFY97 !HFY98 !HFY99+
IDB Forest and Parks ProtectIOn TA Project WB 2920-HA
IMF (205 ~ 80 038 063 ~25 USD21 5m Not yet effectIve Approved 9/96
UNDP {) 99 ~ 73 ~ 26 001
UN Orgns 1122 ~1O 196 456 342 1 16 WB Agncultural Development Project (FY98)
Other Bdaterals

European UnIon - Indicative Program ConcentratIon 1 -
Agnculture/Rural Development

Education VocatIOnal and ProfessIOnal Trammg FY97 USD 15m
HA-OO 17) Demand led/cost recovery technIcal and

Totals 13251 1727 1458 13 97 3931 4738 professional educatIon system, mcorporate the pnvate sector
Canada 530 100 192 2 15 086 and attempt to derme clearly the respective roles of pubhc
France 781 268 2. 00 123 1 91 and pnvate provIders, and formally mtegrate the
Germany echnIcal/vocatlOnal educatIOn sub-sector m the long-term
Japan evampmg of HaItI'S education
Netherlands
Switzerland 700 050 ~ 50 050 050 DB TechnIcal CooperatIon for DecentrahzatIOn (RA-
USA 1337 468 575 147 147 0060) USD3m Prepared m early 1996 Not ratified as of
European Umon 255 200 ~ 55 March 1997
IDA 7000 2. 00 1800
IDB 6710 350 070 528 2910 7852 IDB BasIC EducatIon Program (HA-0038) USD30m
IMF
UNDP 209 038 082 071 o 18 DB BasIc EducatIon Program II (959/SF-HA)
UNOrgns 570 044 291 124 1 12
Other Bdaterals 659 209 1 35 2. 25 090 European UnIon - IndIcatIve Program PrIvate Sector

actIVIty WIll mclude profeSSIonal trammg

Transport
WB Employment GeneratIon Project (HPA-41583) 6/95

Totals 33679 782 ~444 7725 11766 10963 Essentially fimshed Element relatmg to Pnvate Sector
Canada RehabIhtatlOn ofRural Roads (USD15m)
France 103 002 ~49 052
Germany 1223 355 566 ~ 03 WB Road Mamtenance and RehabIhtatlOn Project -
Japan
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Sector IndicatIve Plsbursements Projections Major Projects or Focus
Commitments

IHFY95 IHFY96 HFY97 IHFY98 HFY99+
Netherlands USD50m Effective 7/95 88% undisbursed
Switzerland
USA lOB Road Rehabilitation and Mamtenance Program (945/SF
European Unton 14008 ~ 00 700 ~1 08 14600 4000 !HA)- USD45m
IDA 5395 565 II 10 II 00 2620
IDB 12950 180 11 30 ~1 00 5500 4040 lEuropean Umon - Indicative Program Concentration 2 -
IMF Infrastructure Improvement of road mfrastructure m the
UNDP ~estern part of the southern penmsula, ConditIOnality
UN Orgamzatlons mcludes participation of pnvate sector and commumtIes m
Other Btlaterals oad works, FmancIaI management of roads

DB Secondary and Tertiary Roads RehabilitatIOn and
lMamtenance Program - USD50rn (HA-0075)

DB Pont Sonde-Mlrabelals (74kms) m ArtIbomte
IApproved m 1990, delayed until 1995 USD42 7m

WB Employment Generation Project (HPA-41583)
IEssentIally fimshed Element relatmg to Pnvate Sector
lRehabllitatIon of Rural Roads (USD15m) Effective 7/95

lRehabilItate ports through PURE II (HA-0050)

WB Two TA and InstItutIOnal Development Projects
trAP2, Public Sector ModernizatIOn

IwB BaSIC EducatIOn Project (FY97)

!Energy DB Investment Sector Loan (HA-0046) Includes reform

b266
Iof baSIC mfrastructure enterpnses, especially m the energy

rrotals 12490 13 02 0498 12788 12636 sector real sectors USD52 7m PrIvate sector participatIOn
!canada 815 b 70 ~1O 015 10 20 m the management/ownership of the electricity sector
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Sector ~ndlcatIve Disbursements Projections Major Projects or Focus
!commitments

HFY95 IHFY96 HFY97 HFY98 HFY99+
France 1290 262 f4 14 5 14 100 Reform ofEDH wIll be financed by ATN/MT-5334
Germany 950 ~ 41 475 134
Japan DB PrIvate ParticIpatIOn and Legal Regulatory Reform of
Netherlands he ElectrIc Sector Development Program Operation
Switzerland Number ATN/MT-5334-HA Approved 9/96 Grant and
USA MIF USDl2m
European Umon 2140 670 ~72 500
IDA 2400 1272 ~40 380 WB 2053-HA USD24m Power V Provide 15mw
IDB 3195 ~ 38 IO 63 108 additIOnal power, Improved transmISSIOn and distrIbutIOn
IMF 2094 I,;apaclty Effective 1/90 60% undisbursed
UNDP
UN OrgamzatlOns
pther Bilaterais

1700 200 450 750 300
Potable Water Sector Reform (IDB ATN/SFIBF-5271-HA)

~ater and Urban USDO 9m Approved 7/96 BeneficIarIes MUnICipal
Infrastructure governments of Cap HaitIen, Les Cayes and Port-de-Palx,

and SNEP
[[otals ~32 79 3245 1920 ~429 2333 11287
~anada 11 05 100 460 305 :2 40 WB 2052-HA USD20m Port-au-Prmce Water Supply
France ~O 16 1368 573 653 ~ 23 Effective 6/89 80% undIsbursed
Germany 1574 ~72 1102
Japan Potable Water m Secondary Cities Program (HA-0014) and
Netherlands elated TechnIcal CooperatIon USD35m
SWitzerland 194 065 P64
USA WB Water and SanItatIOn Project (FY99)
European Umon ~ 22 270 052
IDA 3000 ~ 10 555 360 480 1595 DB Dramage ofPort-au-Prmce (795/SF-HA) USD378m
IDB 12906 11 81 ~05 1690 540 8590
IMF IDB Dramage and SanItatIOn (HA-0039) USD50m
~NDP f\ 34 P58 1 61 1 61 P55
UNOrgns ~IO ~ 10 080 ~ 60 060
pther Bilaterais ~ 18 P48 135 136
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Sector IndIcatIve IDlsbursements ProjectIons Major Projects or Focus
CommItments

HFY95 ~FY96 HFY97 HFY98 HFY99+
PrIvate Sector WB Second Techmcal AssIstance Project USD12m HT-
Development PA-41971 9/96 - not yet effectIve Components Include

6162 ~ 57 893 1631 1950 1 30 PrIvate Sector Development (USD 3m)
Totals 990 090 ~ 50 195 325 320 MaIntaIn the umt for the ImplementatIOn of the prIvate sector
Canada 1600 480 800 partICIpatIon program (SEDU)
France Formulate and execute a publIc InfOrmatIOn campaIgn In
Germany support of the prIvate sector partICIpatIOn program
Japan Implement facIlItatIng legal and regulatory reforms to
Netherlands facIlItate competItIon and the strengthenIng of regulatol)
SWItzerland 1479 069 140 575 ~ 50 350 agenCIes
USA 17 00 300 14 00
European Dmon 1140 010 379 050 ~ 70 ~ 31 WB 2071-HA USDll 4m IndustrIal Recovery and
IDA Development Project Techmcal and FInanCIal AssIstance to
IDB SME IndustrIal enterprIses EffectIve 8/90 Closes 6/98
IMF 153 039 074 036 K> 05 75% undIsbursed
UNDP
UN Orgns 100 050 050 IDB Investment Sector Loan (HA-0046) BuIld upon
Other BIIaterals eforms, IncludIng taxes and custom's awmmstratlons, legal

framework for secured transactIOns Lower rIsk and
Itransactlon costs Focus on macroeconomIC stabIlIzatIon,
ifInancIaI sector reform, reform of basIc Infrastructure
~nterprIses, espeCIally In the energy sector, and support to
[prIvate sector economIC InItIatIves In the real sectors
IUSD52 7m PrIvate sector partIcIpatIon In the
lmanagement/ownershIp of the electrICIty sector

1mB BankIng Sector TA (990/SF-HA)

IrMF - Enhanced Structural Adjustment FacIlIty

!rOB MultIlateral Investment Fund PotentIal areas
mtIatIves to attract prIvate Investment and assIst In

[prIVatIzatIon, Support to NGOs, Development of
~mcroenterprIseand small bUSIness sector
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lSector

DecentralIzatIOn

Totals
Canada
France
Germany
Japan
Netherlands
Switzerland
USA
European UOIon
IDA
IDB
IMF
UNDP
UN OrgamzatlOns
Other Bdaterals

~ndlcatlve IDlsbursements
!commitments

IuFY95

PrOjections

IHFY96 IuFY97 HFY98 IHFY99+

Major Projects or Focus

Inter-AmerIcan Investment CorporatIOn Screenmg
IInvestment proposals, Energy sector IS of great mterest,
FmancIaI sector

!European UnIon - Indicative Program Concentration 2 
Infrastructure Improvement ofroad mfrastructure m the
Iwestern part of the southern penmsula, CondltlOuahty
mcludes participation of pnvate sector and commuDltles III

oad works, FmancIaI management of roads

~
uropean UnIon - IndicatIVe Program Outside of
oncentratlOn - Pnvate Sector There IS now a prIvate secto

pecIahst at EC SME and mlcroenterpnse, Increase access
o credit, ProfeSSIOnal trammg

lOB Potable Water m Secondary Cities Program (HA-OOI4)
and related teclmlcal CooperatIOn USD35m

IDB TechnIcal CooperatIOn for DecentrahzatlOn (HA-0060)
USD3m Prepared III early 1996 Not ratified as of March
1997

lOB MUnICipal Development Program (HA-0040)
USD40m

WB Two TA and Institutional Development Projects
TAP2, Pubhc Sector Modernization

lOB Investment Sector Loan (HA-0046) USD52 7m

RehabIlitate ports through PURE II (HA-0050)
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Sector

Tourism

Totals
Canada
France
Germany
Japan
Netherlands
SWitzerland
USA
European
Umon
IDA
IDB
IMF
UNDP
UN
OrgamzatlOns

IIndlcatlve IDlsbursements
lCommltments

IHFY95

!ProJections

IHFY96 IHFY97 IHFY98 IHFY99+

Major Projects or Focus

Rural Roads Program (HA-0075) USD40m

European Umon - Indicative Program Concentration 2 
Infrastructure Improvement of road Infrastructure In the
western part of the southern penInsula, ConditionalIty
mcludes partIcIpation of private sector and COmmUnitIes m
road works, Fmancial management of roads

European Union - IndIcative Program InterventIOn 3 
Governance Reform decentralIzation - communal law,
PublIc sector reform, PriVatIzatIOn, Local development funds,
Judicial system reform, Local development programs that
mtegrate the communes (especIally the Mames) decentralized
mInIsterial structures, NGOs, cIvil populatIOn, etc

IDB DecentralIzation (HA-0060) USD3m Prepared m early
1996 Not ratIfied as of March 1997

WB Forest and Parks ProtectIOn TA Project 2920-HA
USD21 5m Not yet effectIve Approved 9/96

European Union - IndIcatIve Program OutSIde of
Concentration - Tourism BasIC mfrastructure, SpeCIfic
actIOns can be defined
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AppendIX H Infrastructure Conditions

1 Infrastructure Deficlencles

Throughout our mtervlews With busmesspeople and other m HaIti, a common theme was the
contractIOn of busmess activIty, over the last 10-15 years, because of lack of or severely
degraded mfrastructure ThIs theme was raised by vIrtually all sources With respect to both Port
au-Pnnce and the regIOns

PartIcularly m the regIOns, busmesspeople referred to earlIer times, when mfrastructure was
located on a decentralIzed basIs specIfically to take advantage of decentralIzed economIC
resources and opportunIty In many mstances, relatively efficIent Infrastructure served a thrIvmg
commerce that extended to many rural areas of the country

EXlstmg mfrastructure

The mam mfrastructure m HaIti that Impacts pnvate sector development mcludes1 mam roads,
rural roads, ports, aIrports, telecommunIcatIOns, mtemet, and power

Transport -- Roads

HaItI'S road Infrastructure compnses 4,545 kIns ofroads2, clasSIfied as

NatIOnal 590 kIns
Departmental 1375 kIns
Rural 2470 kIns

ThIS network mcludes

Paved Road 580 kIns
Gravel Road 1495 kIns
Earth Road 2470 kIns

The World Bank regards thIs as a small network for a country of HaIti's charactenstIcs

TransportatIon Infrastructure has suffered from a decade ofneglect2 In 1995, less than 7% of the
mam road network was m good condItIOn Accordmg to the World Bank, IDB and people
IntervIewed, most of the rural network IS In extremely poor state The condItIOn of the roads has
detenorated greatly SInce 1991, the date of the last major surveyl That survey reported 34% of

1 Quoted by IDB Project Document, Secondary and Tertiary Roads Rehabilitation and Mamtenance
Program, Approved March 5, 1997 (HA-0075)



road network to be III fau condItIOn, 72% of the paved network III fau condItIon, 51% of gravel
and 87% of dIrt roads III poor to bad condItIon The system prOVIdes poor access to rural areas

Port-au-Pnnce streets suffer acute traffic congestIOn, resultIng m htgh vehtc1e operatIng costs and
transIt tImes

AccordIng to the World Bank, capaCIty for InternatIOnal traffic was concentrated m Port-au
Prmce on the baSIS of a Transport Master Plan prepared In the late 1970s Local and transIt
traffic were to be developed through expanSIOn and upgradIng ofroad network and coastal
shIppmg facIlIties SubstantIal expansion ofPort-au-Pnnce port and aIrport took place The road
network was upgraded and expanded However, the Transport Master Plan was never upgraded
nor Its assumptIOns mOnItored It dId not foresee the extent of migratIOn to CIties, especIally to
Port-au-Pnnce

Transport -- Razl

40-km ofpnvateiy-owned raIlway (for transport of sugarcane)

Transport -- AIrports

2 InternatIOnal aIrports (Port-au-Pnnce and Cap HmtIen) Both aIrports are m need of sIgmficant
Improvements

Cap Haltlen can accept large planes such as 727s UntIl recently, Cap HaltIen had regular DC6
connectIOns to the U 8

5 domestIc aIrfields (restncted to small craft)

AIr travel IS pOSSIble from Port-au-Pnnce to the mam proVInces

Transport -- Ports

HaItI has 40 moonng POInts These mclude

2 mam seaports Port-au-Pnnce and Cap HaltIen
12 mmor ports

7 of HaItI's 9 largest CItIes are ports The Infrastructure vanes m condItIon, and a pnonty should
be to make ImmedIate use of mfrastructure that can be rendered useful The wharf at Jacmells
near collapse, and the ports at Les Cayes and Jacmel are heavIly SIlted The port at 8t Marc IS
functIOnal, but swamps m heavy seas Contamer storage for the port IS at a dIstance, and reqUIres
tranSIt through the CIty'S mam thoroughfare Gonalve's port IS functIOnal, but lacks customs
faCIlItIes A pnvate mvestment In a port near Gonalve IS not yet operatIOnal



Cap HaItlen's port IS the closest Haltlan port to the US It IS a large facIhty, With large storage
areas The Cap HaItlen communIty has been trymg to attract a Canbbean shipper, TropIcal
ShIppmg, to make regular, scheduled stops at Cap Haltlen

All of these port have been the tOpIC of dIscussiOn for new mvestment Jacmel Port could be
rehabIhtated and dredged, or rebUllt at Cote des Freres, nearby Les Cayes cold be Improved and
extended However, a pnvate group has advanced plans to bUlld a major port facIhty at St
LOUls-du-Sud, about 30 kms from Les Cayes 2 The new port at Gonaive offers good potentIal,
but blockages to ItS operatiOn need to be settled

APN IS the State Authonty overseemg the country's ports Port-au-Pnnce IS the pnncipal port
It has a roll-oniroll-offfacIhty, a 3D-ton gantry crane, and a 50-ton mobl1e crane Port-au-Prmce
IS responsIble for 90% of the revenues and taxes generated by HaItI's ports Its Apnl1995 cargo
was an annuahzed 500,000 tons (50% of pre-embargo level), and this was expected to nse to
more than 800,000 tons dunng 1995 (70% contamenzed) 6 pnvate termmal operators operate
withm the port ofPort-au-Pnnce

The Port Authonty, APN, has tanffjunsdictlon over all publIc and pnvate ports, termmals and
wharves Port charges are the same for all ports Changes m tanffs reqUIre a Presidentlal order
APN has operatIOnal jUnSdictIOn over all pubhc ports regulates vessel traffic, proVIdes
longshore labor for termmal cargo operatIons, rents pubhc warehousmg, open storage areas and
cargo handhng eqUlpment to the ports' users, proVIdes water and electncIty, and proVIdes for the
safety and securIty ofport operatIOns (OperatIOnal control over pnvate wharves IS restncted to
vessel traffic control) APN IS responsIble for the development and mamtenance ofport
mfrastructure

Accordmg to the IMF, IFC and several mtematIOnal agencIes and domestlc busmesses, the Port
Authonty suffers from mefficient port handlmg operatIons and mappropnate management
structure that combme to make Port-au-Pnnce the most expenSIve port m the Canbbean RegIOn
Per the IFC

The commercIal port at Port-au-Pnnce has hIstoncally been the most
expenSIve m the CarIbbean regIOn when compared to competItor ports m
the DomiIDcan Repubhc, JamaIca and others Industry sources m HaItI
have suggested that this IS pnmanly due to mstltutIOnal corruptIOn, an
under productive workforce, onerous work rules, madequate facIhtIes and
lack of appropnate eqUlpment As a result, HaItI'S Imports may be
overpnced m the domestIC market and exports uncompetitIve m world
markets, thus affectmg the overall economIC development of the country

2 At first appearance, tbls private mvestment would seem to offer potential reportedly an excellent Site,
room for storage and adjacent mdustrlal parks, tbe pOSSibility of servlcmg mucb of tbe soutbern pemnsula by
road or cabotage, and proximity to sblppmg lanes Tbere IS concern about Impacts on nearby beacbes



Wharfage tarIff rates per ton ofcontamenzed cargo are between 2 and 8 hmes more expenSIve
than m the US and other Canbbean ports

Bahamas
MIamI
BaltImore
Costa RIca
Venezuela
Aruba
ColombIa
Panama
HaItI

Contamer Wharfage TarIff (USD/ton)
1 02
125
1 56
200
320
331
450
571
10 00

Cost per Vessel Call (USD)
6540
4792
5788
6337
9660
28110
16155
18943
60774

Per the IFC, standard contamer vessels may have to pay between US $30,000 and US $60,000
more per vessel call at Port-au-Pnnce than any other competmg port m the regIOn

A SImIlar companson ofPort-au-Prmce's wharfage tanffs for break bulk and bulk cargo WIth
those at competItor ports m the regIon mdIcates an even greater cost dIsadvantage to HaItI
Break bulk cargo at APN faCIlItIes IS charged at a tanff of US $10 00 per ton compared to an
average of US $2 50 per ton at competmg regIOnal ports, whIle bulk cargo tarIffs at APN
facIlItIes are US $6 00 per ton compared to a competItIve market tarIff of less than US $1 50

The IFC CItes several other grave problems WIth respect to the port ofPort-au-Pnnce

• Vessel handlIng IS mefficlent marItIme agents are reqUired to hIre longshore gangs of
double the SIze necessary (and reqUired at other mternatIOnal ports), MantIme agents are
mVOIced for overtIme ofadmImstrative staff, when thIs staff IS neIther avaIlable nor
requIred to work overtIme

• ProductIvIty of adrmmstratIve staff IS low

Port-au-Pnnce

US West Coast Ports

458 tons/employee In 1994
751 tons/employee In 1989 (peak)
15000-60000 tons/employee/yr

• Port management IS poor Secunty WIthm the port premIses m non-eXIstent, port
facIlItIes are overcrowded WIth unneeded people, affectmg effiCIent movement of cargo
and creatmg safety hazard, APN IS about 800% overstaffed, there IS ImmedIate need to
ratIonalIze the labor force (as has been done m MeXICO, Venezuela and ColombIa)

• The management structure IS mappropnate Overly complex and mefficlent

• PhySICal facIlItIes are In need of Improvement and reqUire conSIderable mvestment Open
storage space IS madequate, Cargo traffic WIthIn the port and outSIde the port IS heaVIly



congested, causmg severe tIme delays, Cargo handlIng eqUIpment IS frequently unusable
because of lack of spares, the port has no room for expanSIOn, unless currently leased
land IS re-acqUIred (The land adjacent to the port IS occupIed by squatters)

Publlc Power Supply System

The table below compares energy costs m HaItI to several other locatIOns

Cost of EledncIty

Type of
Consumer

HaItI DomlDlcan JamaIca MeXICO EI Salvador Chma
RepublIc

ResIdentIal
CommercIal
- Large
CommercIal
IndustrIal
- Large

Industnal

$0101
$0133

$0102 $014

$0135
$0132
$0113

$0132
$0 113

$0022 $0082

$0031

$0062 - 0 125

The electncIty supply IS managed by a parastatal, ElectncIte d'HaItI (EDH), under supervIsIon of
the MPWTC EDH has a natIOnal monopoly on the generatIOn, transmIssIon, dIstrIbutIOn and
commerCIalIzatIOn of electnc power

EDH supplIes about 132,000 customers Electnclty servIce IS unevenly dIstrIbuted and IS
avaIlable to 45% of the populatIOn m Port-au-Pnnce, but only 3% m the rest of the country
Even m Port-au-Pnnce, power supply IS unrelIable (18-24 hours per day m most neIghborhoods
durmg the ramy season), and consIderably more unrelIable dunng December-March FaIlures
due to eqUIpment faIlure are frequent, and blackouts are common m the provmces Many areas
outsIde ofPort-au-Prmce are effectIvely WIthout power

The maIn gnd covers the MetropolItan Area ofPort-au-Pnnce It was expected to have a
guaranteed capacIty of95MW (up from 33MW m Oct 1994) and maxImum wet season capacIty
of 133MW Peak demand was estImated to be 84MW at end of 1994, but reached 100MW
durmg ramy season of 1995 The IDB belIeves that Improvement m supply has apparently
caused pent-up demand to be revealed

Based on prelImmary figures from an IDB-financed consultant's study, the needed addItIOnal
capacIty for Port-au-Pnnce are

• 3 addItIOnal 10 MW dIesel unIts by 1997,
• 1 addItIOnal 10 MW dIesel urnt m 1998, 2000 and each year thereafter,



• A 10MW gas turbme peakmg urnt wIll be needed m 2001, and
• System mterconnectIvity after 2005

OutsIde ofPort-au-Pnnce, EDH proVIdes madequate servIce to the general populatIOn, especIally
m rural areas GeneratIOn m the last 6 months of 1995 was 28 Gwh, well below demand
CapaCIty was also well below peak loads The SItuatIOn has lffiproved lately m the Cap Hmtlen
area, smce an Independent Power Producer recently started generatIOn 3

Durmg the second semester 1995 m Port-au-Pnnce, energy generatIOn was 273 Gwh, willIe
BIlled energy was 133 Gwh - so total energy losses were 51 3% The electnc sector has shown a
downward trend

Losses m 1980 (27%) were htgh by mternatIOnal standards
In 1989 40%
In 1993 435%
In 1994 50%+ (637% m 9/95)

BIllIng and collectIOn are also very defiCIent B less than 50% ofbIllmgs were recovered Thts
Imphes that <25% of energy produced IS paId for EDH has had net operatmg losses smce 1989
It also suffers from numerous other technIcal and managenal problems

Smce July 1995, EDH has receIved conSIderable techrncal aSSIstance from EDF-HQI (financed
by CFD and CIDA) Scope and operatIOnal autonomy ofthe TA IS hmited Some Improvement
m electncallosses and collectIOns smce the TA became mvolved

An IFC study recommended that the sector adopt a "vertIcally disaggregated structure" -- to
vertIcally separate generatIOn, transmISSIon and dIstnbutIOn, and honzontally disaggregate
generatIOn and dIstrIbutIOn Under tills scenano, there would most hkely be one transmISSIOn
company, one hydro generatIOn company, and two vertIcally disaggregated UtlhtIes, WIth pnvate
sector ownershIp, m the generatIOn and dIstnbutIOn busmesses

IDB comments that Hmtian market may be too small to forego SubstantIal economies of scale
that are stIll pOSSIble, and that more and larger companIes are hkely to be needed to proVIde
effectIve competItIOn m the HaItIan market Therefore, the IDB supports a conceSSIOn or lease
contract The IDB added, m later mtervIew, that conSiderable pnvate sector power generatIOn
was pOSSIble B but that power dIstrIbutIOn and bIlhng were the mam Issues Thts, It was saId,
would prOVIde ratIOnale for regIOnally-based electncity comparues

) Given that EDH barely recovers Its operatmg costs with Its revenues, delivery by thiS IPP may soon
run mto difficulty as there IS a very high rISk of default on payment on the part of EDH (per IDB
Report)



ConsIderatIOn IS also bemg gIven to shared ownershIp comparnes (publIc-pnvate), WIth pnvate
operatmg and management control ThIS type of mvestment IS bemg dIscussed m Jacmel

The prmclple that electnclty generatIOn should benefit from pnvate sector mvolvement has been
accepted by the government, and the modalItIes are under study

For the purposes ofpnvate sector development, several pnnclples are deSIrable

• DramatIcally Improved servIce accessIbIlIty and delIvery
• DramatIcally Improved cost effectIveness
• Pnvate partICIpatIOn m prOVlSlon of power
• Commumty mvolvement m pannmg servIces

TelecommunIcatzons

HaItI suffers from very madequate domestIc coverage HaItI has 8 telephones per 1,000 people
(DoC CommercIal Gwde says 6 per 1,000) whIch IS about the same coverage as poor AfrIcan
countnes The connectIOn completIOn rate IS also madequate Costs for mternattonal
connectIOns are very hIgh

Many busmesses m the capItal area use 2-way radIOS for commumcatton The country has no
cellular operators LIcenses have been applIed for (One firm has reportedly mvested US $2
mIllIon, but has not been permItted to proceed)

Only 2,000 hnes serve areas outsIde ofPort-au-Pnnce 600 are reportedly not workmg
Throughout the country, telephone servIce IS mterrupted when lInes become wet dunng heavy
rams

The cost of telephone servIce IS hIgh, and users look for alternatIve means of commumcatton 4

4 One Cap HaltJen busmessman Cited a cost of US $2 50 for a I-mmute call to the Umted States The
same call from the US costs $0 43
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Cost of Telephone CommuDlcatlOn (USD)

Country Operator assisted Automatic Calls
OrdIDary(1) SavIDgs(2)

First 3 AdditIOnal First 3 MIDutes AdditIOnal First 3 MIDutes Additional
MIDutes MIDutes (1 mID from US) MIDutes (1 mID from US) MIDutes

From USA to N/A N/A 1 89 132 1 14 085
Haiti
To USA from 600 166 233 166 200 133
Haiti
To ArgentIDa 600 166 233 1 66 200 133
ToChde 600 1 66 233 1 66 200 133
To El Salvador 500 1 33 200 1 33 166 133
To France 600 166 233 166 166 133
To Jamaica 400 1 00 166 1 00 1 33 080
To MexIco 500 1 33 200 1 33 166 133
To DomlDlcan 400 1 00 166 100 1 33 080
RepublIc

(1) Ordmary Rates (2) Savmgs rates
Effective 0600- 2259 (1600- Effective 2300- 0559

2200 from US) (2200-0700 from US)



Internet servIce IS offered by two compames -- ACN and Amenca Onhne New Internet
provIders are waltmg for lmes e g MCI, Comparet, and an mvestment by the Mevs faml1y
Internet lmes are currently very congested (only 20 lmes, 5 not workmg, are reportedly
aval1able), connectIOn speed IS slow, lme quahty IS poor, and costs are high Only 400 to 500
people are saId to be connected to the Internet

Responslblhty for telecommumcatlOns rests With a parastatal, Teleco PnvatlzatIOn IS planned,
but Will hkely meet With slgmficant government OpposItIOn Pnmary needs are bemg undertaken
wIth assIstance from the World Bank, the Inter-Amencan Development Bank, the European
Umon, and others

GoH and the donor and lendmg commumty have recogmzed Improved mfrastructure and related
servIces as bemg of vItal Importance to the growth ofHaItl's economy The IMF descnbes
HaItI's mfrastructure pnontles as bemg

• Integratmg margmal regIOns through rehablhtatlOn of eXlstmg roads, ensunng adequate
mamtenance of eXlstmg roads, and Improvmg accesslblhty through extensIOn of rural
roads,

• Provldmg coastal cIties With adequate port mstallatlOns to encourage mantlme transport
of VItal products and take pressure off the road system burdened by large transport
vehIcles, and

• Takmg advantage of eXlstmg mstallatlOns through maxlmlzmg then use

About 45% of the Pubhc Sector Investment Program IS devoted to basIc mfrastructure The
planned phySIcal, managenal and operatIOnal Improvements, If carned through, Will proVIde
HaitI With the basIc mfrastructure and servIces on which sustainable pnvate sector growth can be
based

Some of the most slgmficant Improvements WIll mclude

MamRoads

The Overall Road RehablhtatlOn Program (IDA and IDB, EU, KFW) mcludes3

• RehablhtatIOn of250 to 395 kms ofmterclty roads B Most detenorated parts of
RN1,2, 3

• RehablhtatlOn of 31 kms of Port-au-Pnnce Streets
• Maintenance of2000 kms of InterCIty Roads

1000 kms by contract
750 km by local commumtles



250 kms by force accountS
• InstItutIOnal strengthemng
• Transport Master Plan
• Study on the promotIOn oflocal enterpnses and the settIng up ofan eqUIpment rural agency

It IS expected that the entIre mam road system WIll have been rehabIlItated by end of 1999 (WIth
the pOSSIble exceptIOn of 75kms ofRN3, stIlI unfinanced) 6

Rural Roads

The IDB Secondary and TertIary Roads RehabIlItatIOn and Mamtenance Program mcludes

• RehabIlItatIOn and mamtenance of 200 kms of secondary road (14 5% of secondary
network)

• RehabIlItatIOn and mamtenance of300 kms of tertIary roads (11 6% of tertIary network)

• The Improvements are estImated to serve 750,000 rural reSIdents

• Commuruty development aSSIstance to local stakeholders for the management of the
tertIary network

• TA and traImng for pnvate companIes and commurutles Involved In the rehabIlItatIOn and
maIntenance ofworks

Other Road Mamtenance Issues

There has been lIttle maIntenance of the roads network In recent years, and the network has, as a
result, been extenSIvely degraded

The World Bank and IDB have focused attentIOn on the Issue of roads management and
mamtenance The GoR has accepted the follOWIng courses of actIOn

• (WB) Create a separate Central Roads DIrectorate for mtercIty roads

• (WB) Strengthen the 9 regIOnal departments, as well as a speCIal MetropolItan
DIrectorate for Port-au-PrInce

SForce account constructIOn or maIntenance IS carned out dIrectly by government staff
and eqUIpment

6mB



• (WB) OrganIze DTP mto a Central Urban DIrectorate, With specIfic uruts WIthm each
department

• (WB) Sffift mamtenance activIty from Force Account to pnvate sector and local
communIties IDB says underway

The capabIlIty of the pnvate sector to carry out road maintenance IS conSIderable The World
Bank cItes 3 firms as being capable ofundertakmg major works, and 28 small and medIUm-sIzed
firms With the capaCIty to carry out penodic and routine maintenance The growth In the
constructIOn mdustry as a whole has been fueled by housing construction demand, and the IDB
has IdentIfied about 15 major firms

Road mamtenance by rural commurutIes was started m the late 1970s under a USAID-financed
program USAID ended support for the program m the mId-1980s, and performance and qualIty
have dImInished conSIderably smce that time Nevertheless, m 1995, about 55 communIties
mamtamed about 600 kms The mvolvement of communIties m maintaIning rural roads should
be an InitiatIve that can be greatly extended

The IDB states that "external pressure cannot replace a local constItuency for maintenance
programs, stemmmg from a strong contractor's sector With ffigh stakes m such programs and
better lInkage and supervlSlon from road user revenues m road mamtenance and expendItures "
Thus, for contmued road servIce delIvery on well-mamtamed roads, the IDB advocates local
responsIbIlIty, lInkage to road user charges, and thnvmg pnvate contracting of road mamtenance

The decentralIzatIOn of responsIbIlIty to murucipalitIes or communes IS a pnonty MurucipalitIes
have the responsIbIlIty for rural road constructIOn and mamtenance, but they do not have the
necessary resources The IDB Techmcal CooperatIOn Loan IS deSIgned to help redefine the
mstitutIOnal and fiscal framework oflocal governance and strengthen the capaCIty of the
murucipalIties However, It was severely delayed because of delays m approvmg the budget

Accordmg to the IDB, the mam ImpedIment to the effiCIent provlSlon of local servIces IS the
excessIve fiscal centralIzatIOn The pnnciple of establIshmg a road fundmg mechamsm based on
earmarked user charges -- a NatIOnal Roads Mamtenance Fund -- has been accepted by GoH

Power

The GoH has mcluded EDH amongst the publIc enterpnses to be pnvatIzed The IDB IS
assIstmg the ImplementatIOn of management and operatmg Improvements at EDH, and IS
assIstmg the pnvatIzatIOn process, through a technIcal asSIstance program -- IDE ElectriC Sector
Reform (ATN/M.T-5334-HA) Private Partzczpatzon and Legal Regulatory Reform ofthe Electrzc
Sector

Per the IDB Project Summery



The mam ObjectIve of the TechnIcal CredIt IS to asSISt the GoH m the
reorganIZatIOn of the electncIty sector and the estabhshment ofa
framework for the prOVISIon of electncIty m condItIOns of economIC
(ProductIve and allocatlve) efficIency by means of an mcreased
partICIpatIOn of the pnvate sector and ItS capacIty to manage and operate
the sector more efficIently, and to bnng needed finanCIal resources for ItS
growth and development

The techmcal assIstance mcludes

• ProvlSlon ofTA to the umt responSIble for ImplementatIOn of the electncIty reform
program for analYSIS and chOIce ofoptIOns for the reorgamzatIOn of the sector

• Preparatory studIes for a sector reorgamzatlon plan and bIddmg documents for pnvate
partICIpatIOn m the reorganIzed sector

• FormulatIOn and elaboratIOn of a legal and mstItutIOnal framework adequate to the chosen
optIOn

The Planned Investments In Infrastructure Will have Slgnzjicant Economic Impact

The plannmg Improvements m power and commUnICatIOns are baSIC reqUIrements for mcreased
busmess actIVIty ProvIdmg relIable servIce - removmg eXIstmg constramts - should faCIlItate
mvestment throughout the economy ProvIdmg areas outSIde ofPort-au-Pnnce WIth these
servIces IS CruCIal to busmess mvestment, busmess actIVIty, and employment generatIOn

The mvestments planned for the transport sector should have enormous Impact, partIcularly IS
accompanIes by Improved port operatIOn The Improved mam road network WIll slash travel
tIme, vehIcle operatmg costs, and losses and damages due to poor roads ThIs alone WIll
encourage mcreased and decentralIzed busmess actIVIty, and WIll permIt greater agncultural
productIOn (by provldmg access to markets and reducmg the costs of reacmng markets) An
Improved mam road network also opens up pOSSIbIlItIes for greater mdustnal productIOn outSIde
ofPort-au-Prmce, as domestIC markets, ports and aIrports WIll be more acceSSIble An Improved
mam road network WIll connect Hmche and other locatIOns to the transport network, and WIll
permIt Hmche to become a more sIgmficant commerCIal center It WIll enable the agncultural
productIOn of Hmche and ItS hmterlands to reach domestIC and mternattonal markets

Of perhaps most stnkmg sIgmficance WIll be the Impact of the mvestment m rural roads A
usable rural roads network WIll prOVIde rural access to market towns, small urban areas, and
secondary CItIes Tms can be expected to generate very large mcreases m agncultural
productIOn, rural commerCIal actIVIty, and rural employment It also WIll faCIlItate a VIrtuOUS
cycle ofprovldmg rural populatIOns WIth greater access to SOCIal servIces and mformatIOn, wmch
should encourage greater and mgher-value rural productIOn



Planned Improvements wIll still Leave Important Gaps that are a Priority for the Private
Sector

Rural Roads

The planned Improvements WIll not address the rehabIlItatIOn and ongomg mamtenance needs of
much of HaItI's rural road network It WIll also not address the expansIOn and denslficatlOn of
the road network Thus, m the absence of addItIonal resources, much ofHaItI's rural populatIOn
WIll remam Isolated, and unconnected WIth market centers

ConsIderable attentIon IS needed to achIeve a sustamed, adequate rural roads network the
sustamab1e USAID programs can contnbute to thIs road rehabIlItatIOn and mamtenance
objectIve -- TItle 3 programs are partIcularly well-SUIted for thIs Other efforts can mclude
support to local communItIes for decentralIzed road mamtenance and commumty-based road
mamtenance, expanded use of contract mamtenance, and use and management of road user
charges

The GoH accepts the need for a major restructurmg and pnvatlzatlOn ofport operatIons The
modalItIes for thIS are under conSIderatIOn and need to be concretIzed and Implemented An IFC
Report presents several ObjectIves for the restructurmg ofports operatIOns at Port-au-Pnnce (and
other ports)

• EconomIC growth asSIsted by a productIve and competItIve ports system B allows trade
and busmess,

• InstItutIOnal/busmess structure that msulates the port from polItIcal mterference Import
governance and finanCIal management,

• EstablIsh a secure and relIable tax base,

• Attract foreIgn technology, expertIse and mvestment, and

• AVOId concentratIOn ofwealth

The IFC speCIfically mentIOns the need for popular support and consensus relatIng to the port
pnvatlzatIOn, and proposes a focused plan and publIc mformatlOn campaIgn

The IFC presents 2 basIC optIOns for the ports

• Restructurmg ofport operatIOns WIth some pnvate sector prOVISIon of servIces APN
undergoes a complete reorgamzatIOn ThIs solutIOn would not remove several constraInts or
attract Investment



• ConceSSIOn (lFC recommendatIOn) Under the conceSSIOn arrangement, all port operatmg
functIOns would be pnvatIzed and concessIOned out to pnvate sector mvestors (foreIgn and
domestIC), who undertake all above-ground port mvestments APN would become a landlord
responsIble for planmng and Implementmg capItal developments, regulatIng secunty and
safety, and creatlOg an attractIve and competItIve busmess enVlronment

Contmued aSSIstance IS needed to realize the pnvatIzatlOn of the Port-au-Pnnce port, and to
properly conSIder and proceed With opporturuties for other HaItian port facl1Ities

Alrports

OutSIde ofPort-au-PrlOce and Cap Haitien, airport facIhties are baSIC However, aIr traffic IS less
of a pnonty than ports or roads

Cap HaitIen and Port-au-Pnnce aIrports are 10 need of maJor upgrades Pnvate lOterests have
expressed lOterest 10 managlOg these faCIlItIes 7 A pnvatIzatlOn process IS underway for HaitI'S
aIrports

General Comments on Service and AffordabIldy

Infrastructure-based servIces 10 HaitI are generally expenSIve and of poor quality, when they are
avaIlable The GoH has accepted that these servIces must be pnvatized and costs recovered
through user charges However, the pnvatIzatlOn process IS slow and uncertalO, fraught WIth
vested lOterests

WhJ.le emphaSIS IS stIll needed on pnvatIzatlOn, and every effort should be made to ensure that
pnvatIzatlOn IS Implemented eqUitably and rapIdly, other avenues should also be pursued as a
means of fumishlOg lOfrastructure and related servIces

In partIcular, competitlOn should be permItted 10 the lOfrastructure sector Several attempts have
been made by pnvate HaitIan lOvestors to lOvest 10 and proVIde servIces ports, electncIty,
commurucatlOns, etc Plans are belOg dIscussed for many such lOvestments Some efforts are
entIrely pnvate 10 nature Some are very Innovative 10 the HaItian context, and lOclude
comparues With shared (stock) ownershIp, comparues With part of the ownershIp shared amongst
reSIdents of the communes, and projects 10 WhICh the State has part ownershIp

Until now, such attempts to lOtroduce pnvate servIces that compete With parastatals -- or that
offer servIces that parastatals are not providlOg -- have met With blockages at the level of
Government approval Such lOvestments offer great potentIal, and step around the contentious
Issue of pnVatIzatIOn

7 AmeTlcan AIrlmes expressed mterest m managmg the Cap Raltlen Arrport AIr France objected to thiS

InformatIOn avaIlable m the "1995 Caribbean Cruise Shoppmg Study"



Another mitIatIve would be the estabhshment of local oversIght boards for servIce provlSlon In
the Haitian SItuatIOn, where servIce IS shoddy, expenSIve and non-responSIve, the parastatal
provIder has no dIrect responsIbIhty to customers or to stakeholders

Local management boards, representmg communIty stakeholders (busmess, populatIOn, local
government), should be mandated to lobby and advocate for Improved servIce prOVISIon and
mteractIve plannmg Tills should also be the case for any pnvate monopoly (concessIOn, for
example) prOVIder of a pubhc servIce The servIce prOVIder should be reqUIred to seek pubhc
mput, and mecharusms mandated for thIs

It IS true that m cases of shortage -- of electncity or water for example -- some restnctIon of
servIce IS reqUIred However, CItIzens complain that cutoffs and outages are not announced m
advance, and are unpredIctable m locatIOn and nature Jomt planmng, to maxImIze benefit to
busmess and the population by provIdmg servIce m optimum areas at optimum times, can be
useful

Argument IS made that Improvements should be made m parastatal servIces prOVIders
restructurmg, provlSlon oftrammg, and Improved performance mcentIves WhIle such Ideas are
laudable, they also would be partIal measures when compared to alternatives of mtroducmg
competItIOn and pnvatIzmg WhIle some hmited Improvements can be useful -- for example,
provIdmg mechanIsms for servIce prOVIders to engage stakeholders m the plannmg and
management of servIces -- devotmg efforts to traImng and restructuring would dIvert attentIOn
from the mam goal of mtroducmg competitIOn, pnvate servIce prOVISIon, and pnvatizatIOn
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AppendIX I Tourism SWAT

Strengths, Weaknesses, OpportunIties & Threats

Separate SWOT analyses are presented for CruIse tOurIsm and for tradItIonal (non-cruIse) tOurIsm
because then charactenstlcs are qUite dIfferent

SWOT ANALYSIS - CrUlse Tourism

Strengths - Internal

The success of an eXlstmg operatIon at LabadIe -- The resumptlOn of operatlOns by RCCL has
been relatIvely problem-free [despIte the recent vIllager dIsturbance bnefly mterruptmg
operatlOns] and IS bemg watched by possIble new operators

HaIti's good locatIOn -- It IS located m the center of the cruIse mdustry's most mtenslvely used
area of actIVIty, the Canbbean sea

A pOSItIve track record pre-1985 -- Pnor to 1985 several operators made regular calls at Port-au
Pnnce, Cap HaltIen, St Marc ports, Port-au-Pnnce alone handled up to 160 calls per year

The avaIlabIhty of SUitable new 10catlOns -- Several vIrgm Islands and remote coastal locatIOns
are SUitable for development of enclave cruIse destmatlOns (hke Labadee shores, Mole St
NIcolas, Tortue & Vache Islands)

The strong appeal of the exotIC HaItIan culture -- In the mterest ofproduct mnovatlOn, cruIse
operators could market numerous shore excurslOns tailored for the mternatlOnal travelmg
publIc's CurIOSIty about thIS umque culture

SupportIve pOSItIOn for cruIse tourIsm m the tOurIsm master plan -- The plan strongly
recommends actlOns by the government to expand the mdustry

Pnvate sector mterest -- Senous mterest m cruIse projects by pnvate developers was reported at
Mole St NIcolas and at LabadIe Shores

It IS apparent that there IS deflll1te pnvate sector mterest m expandmg this actIVIty mto addItional
pomts m HaitI

Strengths - External

The mnovative dnve of the cruIse mdustry -- Most of the mdustry's leadmg operators, all of
whom operate m the Canbbean, are seekmg new locatIons to promote, and appear to look
favorably on HaItI as an eventual exotIC destmatlOn



Limited Infrastructure needs of ports ofcall -- Cruise lIners can use eXistIng cargo docks, and can
operate satisfactonly In shallow offshore areas by use of tenders and remote anchorage (as at
Labadie)

Rise In populanty ofenclave destmatIOns -- These are usually located on remote Islands or
coastallocatlOns, that can be operated by a pnvate entity In an easIly controlled environment,
Investments valued at millIons of dollars have been made at several POInts In the Bahamas

HaIti's mld-Canbbean location -- Vessels operatmg on east CarIbbean or west Canbbean routes
can make calls at HaitI on theIr CirCUits

RestnctIOns on cruIse operatIOns -- At some Canbbean ports ofcall, because of techrncal port
hmitatlOns, or m an effort to mamtaIn a balance between cruIse tOUrIsm and land based
tOUrIsm, some governments are puttIng hmlts on the number of operatIOns, and are startIng to
ratIOn capacity

The cruIse Industry IS forced to develop new ports In the regIOn, and IS clearly aware of HaItI's
possible re-emergence as a cruise destInatIOn The Flonda Canbbean Cruise AssocIatIOn
(MiamI) an Industry trade group, has Indicated a WillIngness to assist In the rebUIldIng of the
country's cruIse Industry

Weaknesses - Internal

InattentIon of Haitian Government -- The government has not developed any strategy to relaunch
the Industry In Haiti To the contrary, some claIm that the Mole St NIcolas cruIse port
project IS stalled because of total government InactIOn

Lack of clear legal procedures -- AuthontIes at both the local and central government levels are
unsure whIch authonzatIons and procedures are m fact necessary for port development on
state land or on pnvate land

Unfamlhanty WIth land leasIng legalIties -- The agenCIes responSIble for publIc lands appear to
lack famihanty With the legal and finanCIal envIronment In whIch commerCIal land leases or
sales contracts are negotiated for the purpose ofpnvate development

OccasIOnal labor related SOCIal disruptIOn -- RIvalnes among potential stakeholders (umons,
stevedores, artisans, taxI dnvers, vendors, foodservlCe staff, etc) who lack expenence With
open and faIr competitIOn can lead to COnflIcts at or near ports as happened m Apnl 1997 at
LabadIe

Two of these Issues relate to the lack of preparedness of government to lIcense such operations at
new locatIOns, the ongmal RCCL lease at Labadee was negotIated many years ago (and
successfully renegotIated In 1996), and the government has no recent expenence In transfemng
land for pnvate use by the cruise Industry Poor Infrastructure IS not CIted as a major weakness,



because m the perceptIOn of some operators, remoteness of locatIOn IS a benefit and not a
drawback, If It shields the locatIOn from local problems and If It facIlItates the protectIOn ofan
environment of great natural beauty (either marIne or land envIronment)

Weaknesses - External

There are no apparent external weaknesses that the CruIse mdustry faces whIch might Jeopardize
HaitI's efforts to expand ItS cruise mdustry

OpportunItIes

An eXIstmg port at Cap HaItlen -- With a purpose bUIlt cruise dock SUItable for upgradmg for a
rapId resumptIOn of service Wlthm 3 months, cruise shIps could serve the strategic functIon of
reopemng Cap HaltIen at a manageable pace, to mternatIOnal tOUrIsm WIthout need for
expanSIOn of hotel capacity The successful resumptIOn of cruise actIVity at Cap HaItlen
would greatly Improve the mvestment environment for hotel expanSIOn m the northern part of
HaitI

The Jacmel dock -- Jacmells a town of high tOUrISt potentIal, and It could be outfitted WIth a
cruise dock WIthIn a year, to comclde WIth the completIOn of the rehabilItatIOn of the
mountam road Jacmel could then develop as the country's southern tOUrIsm focus m the
short run

ResumptIOn of cruises at Port-au-Pnnce -- WhIle thIs may be the most problematIc port for
cruise resumptIOn, (because of the CIty'S SOCIal pressures and woefully madequate road
system) a plan to resume service WIthIn a 2-3 year tIme frame may be workable If the proper
phySIcal and legal enVIronment can be created Port-au-Pnnce could be developed as a
marketable culturally onented port of call, WIth great benefit for the country's arts and crafts
mdustry

PromotIOn ofpublIcly owned coastal areas and Islands -- If the HaItIan government develops a
clear process for negotIatmg ground lease terms for pleasure ports or tOUrIst developments of
coastal areas or Islands, thIS WIll be a major advance worth publIclzmg to the busmess
commumty It wIll lIft the constraInt of uncertamty regardmg land holdmg and faCIlItate
evaluatIOn ofremote locatIOns for port development

Threats

Contmued government mactIon on land -- If the government does not clanfy the land SituatIOn, It
WIll be dIfficult for new ports to open up to CruIse tounsm Investment may be lImIted to
pnvately owned property, whIch excludes HaItI'S Islands

FaIlure to open multiple-user ports -- Ideally the country would offer several marketable ports
that are open to different operators, as opposed to the Labadie operatIOn whIch IS used solely
by one operator (RCeL, the developer)



SuspenSIOn of servIce because of socIal unrest -- In the event of vIOlent socIal unrest at or near
port locatIOns, as a safety measure, operators may reduce or fully cancel servIce to HaItIan
pomts If they perceIve any threat to hves or property This posslblhty IS less hkely m the
case of remote ports that are well away from major population areas (such as the enclave
ports)

The emergence of Cuba as a cruIse destmatIOn -- WIth Cuba's SIze as the largest Island m the
Canbbean, It also could offer a number of locatIOns as ports of call Once US operators gam
permISSIOn to operate there, they wIll be able to expand mto several new locatIOns It IS not
clear If other operators WIll open any regular servIce mto Cuba on a sIgmficant scale before
hftmg of the embargo

The first threat hmders development of new ports, but can be addressed by hmlted government
actIOn The second can be addressed by adoptmg a strategy to favor multiple-user port operatIOn
over sole use operatIOn However, even If only a few smgle-user ports are developed mstead of
the CIty ports, thIS IS partIal success

On the Issue of Cuba, the rIse of this newcomer as a cruIse destmatIOn may take tIme smce
operatIOn of Itmeranes hnkmg Cuba WIth any US terrItory IS strIctly prohibIted, as ships calhng
at Cuba are demed penmSSIOn to call at any US POInts, which mcludes the major ports m US
Vugm Islands, Puerto RIco and ofcourse, FlOrIda Once the trade embargo on Cuba IS finally
hfted, It IS not clear If the new entrant WIll dIvert trade from competItors, or stimulate addItIOnal
growth m the cruIse traffic Any effect on HaIti's tourIsm cannot be known now

SWOTANALYSIS - Tradztzonal TOUrism

Strengths - Internal

The strong appeal of the umque Haitian culture -- The travel trade recogmzes that the theme of
blendIng Afncan, French and Creole elements mto a umque culture can once again be
effectIve In marketmg HaIti abroad

A pOSItIve pre-1985 track record -- Pnor to 1985 the country had a groWIng tounst trade, which
had been bUllt up startmg In the 1950s At the entrepreneurlallevel there IS a clear WIll to
reVIve HaItI as a destInatIOn, many In the country's travel trade successfully marketed the
country pnor to the collapse

HaItI'S proXImIty to market leaders -- It shares a land border WIth the Domimcan RepublIc, one
of the regIOn's most sIgmficant destmatIOns, It IS also close to two other Industry leaders,
Jamaica and Cuba

Growmg Investor mterest m hotel & resort projects -- Some modest hotel expanSIOn IS under way
at Port-au-Prmce and Cote des Arcadms, and there are projects proposed at vanous locatIOns,



projects under way are financed by retamed earmngs and by local debt There are reports of
mvestor mterest from resort developers operatmg elsewhere m the regIon (JamaIca,
Dommican RepublIc, AngUilla)

A collective w111 at the commUnIty level to restart tOurIsm -- ThIs seems apparent at Port-au
Pnnce and Cap HaitIen , pomts whIch used to have thnvmg tOurIst busmesses, hotehers,
restaurant owners, craftsmen and art dealers clearly see a major stake m tOurIsm and are
attemptmg lmtIatIves to reVIve the mdustry

A master plan for tOurIsm development -- The completIOn m 1996 of the thts plan (UNDP
fundmg) IS understood by many m both government and the pnvate sector, to slgmfy the hIgh
pnonty that the government asSIgns to tourIsm, m a general sense the document serves to
reveal some potentials and to focus government and mvestor attentIOn on the many
mfrastructurallmprovements essential for expandmg tOurIsm

WIth the onset of relatIve calm and order m HaItI, some hotels are already upgradmg and
expandmg capacIty so that the lodgmg stock SUitable for foreIgners, currently 850 rooms
natIOnWide, could rIse to the vlclmty of 1,000 rooms durIng 1998

Strengths - External

A thnvmg Canbbean tOurIsm market -- Over the first halfof the current decade, tOurISt amvals
to the regIOn rose an average 697,000 each year, mdlcatmg contmued expanSIOn m lIne With
prosperIty m the source markets (North Amenca and Europe), amvals to HaitI'S four
neIghbor countnes have been expandmg at a rate of 8% annually (248,000 tOurISt amvals)
durIng the 1990s

Changes m North Amencan demography and tastes -- In VIew of populatIOn agmg trends, of the
nsmg awareness of the health rIsks ofsunbathmg, the nsmg populanty of actIve and
ennchIng vacatIOns, HaIti should market Itself to defmed groups seekmg cultural stimulatIOn
and not requmng the IdyllIc beaches that the regIOn IS famous for

Travel trade readmess to support new destmatIOns -- Huatulco (MexIco), Guanacaste (Costa
RIca), Roatan (Honduras), Turks & Calcos, and Marganta (Venezuela) are examples of
emergmg destmatIOns now competmg alongSIde the establIshed ones m the regIOn, through
the standard travel marketmg channels The mcremental cost to the mdustry to market a new
destmatIOn IS mlmmal

A WIllmgness to "gIve Haiti a try" -- Because of the Widespread awareness of the country's
extreme poverty and turbulent past, and because of the uruqueness of Its culture, some
mdustry leaders are qwte dIsposed to consIder operatIOns m Haiti once secure condItIOns
permIt

The marquee value of the Cltadelle -- In the Canbbean regIOn, and partIcularly m the
Francophone world, thIs stnkmg edIfice IS well known as a symbol ofHaItI's past, It IS a



major 'magnet' attractmg a small but growmg flow oftounsts who are vlsltmg the
Dommlcan Repubhc There IS a great CunOSlty among French speakers and among the people
of the CarIbbean natIOns to tour It and the nearby San SOUCI Palace

HaItI has the advantage ofproXImIty to expandmg destmatIOns m the Canbbean, and of not bemg
perceIved as a threat to any of them

Weaknesses - Internal

InactIOn of the HaItIan Government for mfrastructure upgradmg -- The fallure to Improve the

most baSIC road and aIrport mfrastructure thus far deters any major development m remote
areas as well as m the establIshed areas

Lack of an mvestment code -- TIns appears to be more of a hindrance for foreIgners than for
locals already famIlIar With busmess condItIOns m the country Factors relatmg to permlttmg,
Import duty exemptIOns, mcome tax exemptIOns and the lIke are not well defined at present

UnfamilIanty With land leasmg legalIties -- The agenCIes responsIble for publIc lands appear to
lack famIlIarIty WIth the legal and finanCial enVIronment m which commercial land leases or
sales contracts are negotIated for the purpose of pnvate development

OccasIOnal labor related SOCIal dIsruptIOn -- Rivalnes among potential stakeholders (umons,
artIsans, taxI dnvers, vendors, foodservlce staff, etc) who lack expenence With open and faIr
competitIOn can lead to COnflIcts at or near tounst locatIOns as happened m early 1997 at
LabadIe and on the Cote des Arcadms

An uncertam busmess market for hotels -- Once the UN troops and other agenCIes and NGOs
reduce operatIOns and depart the country, It IS totally unclear If a legItImate busmess demand
for hotel space m Port-au-Pnnce and Cap HaitIen Will ever develop to fill this gap In these
CItIes, hotel feaSIbIlIty IS less speculatIve If a combmatIOn of busmess and tounst segments
can support hotel mvestment, tounst demand IS more senSItIve to CIvIl unrest than busmess
demand, which wIll tolerate some msecunty smce It has commerclallmks mSIde Haiti to
protect

Further degradatIOn of the land & manne enVIronment -- The extenSIve deforestatIOn not only
has created unusually barren and m some areas, unSIghtly landscapes for the Canbbean, but
also has caused high topSOIl effluent mto the coastal seas cloudmg some areas contammg
partIcularly beautIful manne lIfe As a result, the potential for forms ofeco-tounsm IS
senously JeopardIzed

Weaknesses - External

An acutely negatIve Image m the USA -- The general market for the Canbbean IS a mass market
beach-onented one denved from the US mIddle and upper class maInly from the East Coast,
because of the extenSIve medIa coverage of the hIgh mCIdence of AIDS, of the lengthy



pohtlcal turmOIl m HaItl and waves of boat people, only a costly PR campaIgn can correct
thIS severe Image damage (Image massacre) PossIbly because of the relatIvely less attentIOn
m the European medIa, the Image damage suffered m Europe does not appear to be acute or
to be deterrmg European amvals to HaItI

Substandard Au Lmks to Europe -- A major handIcap for HaItI IS the lack ofaIr servIce to
European pomts, With the sole exceptIon of Pans, France (a weekly Au France flIght)
Amencan AIrlInes, the sole major US aIrlIne m the regIOn, does operate a major European
network, but IS not structured to carry Canbbean-Europe traffic for vanous reasons, one of
which IS the typIcally low yIeld (revenue) oflong-haul tounst traffic ThIs IS a senous
handIcap for Haltlan tourIsm

These weaknesses can all be effectlvely addressed and overcome through speCIfic actIOn Jomt
government and community InItlatives can address the mternal ones exceptmg the last one The
negatIve Image problem can be dealt With by use of a market strategy that targets other segments
oftounsm

OpportunItIes

The extensIOn markets from nearby destmatIOns -- There IS a way to CIrcumvent the Image
obstacle, by combmmg HaItI WIth marketable, "proven" destmatIOns Haltl can draw m a
share of the 3 7 milhon foreIgners (Europeans, CanadIans and Amencans) vlsltmg ItS
nelghbormg countrIes, and spendmg 39 mllhon tounst-days m the 79,000 rooms (1995
StatlStICS), extenSIon tnps from the DOmIniCan Repubhc, JamaIca, Cuba and Turks & CaICOS
can be easIly marketable With effiCIent road and aIr lmks

The francophone markets -- These have several advantages they are already knowledgeable
about HaItI from theIr educatIOn, are already vlsltmg the DOmIniCan Repubhc, Cuba and the
French AntIlles m SIgnificant numbers, are less demandmg ofphYSIcal comforts than
mamstream Amencan travelers, and are more culturally senSItIve and demandmg than the
mamstream Amencan market IS m the Canbbean Improved aIr lmks are needed to
MartInique & Guadeloupe, Montreal & Toronto, and to Pans and Brussels

CultIvatIOn of several speCIfic niche markets -- These mclude the Dlaspora m the US and
Canada, Afro-Amencans, Germans and ItalIans, arts & crafts amateurs and dealers from
everywhere, the culturally motIvated shoestnng traveler, and the Widely-traveled SOphistIcate
repelled by crowds and drawn to "undIscovered" destmatIOns Well focused and cost
effiCIent PR outreach can effectIvely draw these groups

AvailabIhty of pubhcly owned property -- If the HaItIan government develops a clear process for
negotIatmg ground lease tenus for tOurISt developments of any kmd (resorts, auberges,
country clubs, crafts workshops & gallenes, etc) m small towns, coastal areas or Island
locatIons, this Will be a major advance worth pubhclzmg to the busmess commumty It Will
lIft the constramt ofuncertamty regardmg land holdmg and faclhtate evaluatIon ofnon-urban
locatIOns for dIfferent types of tooost development



Accordmg to thIS scenarIO, HaItI would emerge m the short-medIUm term pnmarIly as a cultural
destmatIOn offenng some beach resorts and drawmg a mIxture ofdIfferent market segments

Threats

Contmued loss of secunty and further Image damage because of SOCIal unrest -- A resumptIOn of
CIVIl unrest even If localIzed and not Widespread, would rapIdly deter mvestors and tounsts
ahke, and If prolonged, could erase any expansIOn m tounsm

Contmued government mactIOn on land -- If the government does not clarIfy land holdmg
legahtIes, It wlll be dIfficult for new tounst busmess to develop on the publIc lands
Investment may be hmited to pnvately owned land, whIch doesn't mclude HaIti's Islands and
much of ItS coasthne

Government fallure to adopt an mvestment code -- Fallure to offiCially adopt a clear code wlll
prolong the uncertamty now surroundmg procedures and mcentIves relatmg to tounsm
mvestments In the absence oftechnIcal aSSIstance addressmg the mvestment enVIronment,
capItal mvestment m tounsm can expand at best only slowly

InabIhty to raIse suffiCIent nsk capital-- Smce the constructIOn of the 350 room Club Med m
1980, no other such major project has been bUIlt m the country NeIther HaItian nor foreIgn
mvestors or lenders have any expenence m evaluatmg the nsks mvolved m hotel
development, espeCially where resort projects are concerned, whIch have no busmess market
to rely on

Loss of Club Med WIthout a replacement hotel company -- Should thIs French firm choose to
close ItS operatIOn and Ifno other capable firm takes over ItS facIlIty, the country would loose
ItS sole resort WIth an mternatIOnal affilIatIOn, wmch at 350 rooms IS by far ItS largest hotel
(However, should Club Med depart and another mternatIOnal operator amve, Club Med's
departure may pose no problem at all)

In all but the last case, government can to some extent address the problems and remove the
serIOUS constramts lundenng mvestment In tounsm

IdentIficatIOn of MaJOr OpportunItIes and Constramts

CrUise TOUrIsm

From the SWOT analYSIS, one clear OPPOrtunIty IS the avallabIhty of an undetermmed number of
coastal or Island locatIOns scattered across HaItI, that may be SUItable for more enclave port
operatIOns such as RCCL's LabadIe operatIOn It IS Important not to mIsunderstand the term
enclave port, whIch refers not m the economIC sense to a self-contamed actIVIty havmg no strong
hnkages With the local economy, but rather refers to the mtended phySIcal separatIOn of the area
from local towns or VIllages, for full the purpose of control over the enVIronment (for both



securIty and aesthetlc/ ambIance reasons) HaIti has the opporturuty to entice one or more new
operators to estabhsh enclave ports mto wmch they Wlll plan to smk capItal mvestment on an
extended baSIS

A second opporturuty IS the reopemng ofthe CIty ports at Cap HattIen and Port-au-Prmce to
cruIse tounsm, and the mtroductlOn of cruIses to additlOnal pomts such as Jacmel and JereInle
Because of the potential for excurslOns at each of these 10catlOns, Wlth proper preparatory work
and promotIOnal efforts, HaIti should be able Wltilln the short run to lure one or more operators
mto one or two of these pomts, thereby denvmg valuable lInkages for local busmesses

A further opporturuty IS denved from broad government ownersmp of Islands and coastlIne By
VIrtue of tms fact, the government IS m an Ideal positlOn to promote to the cruIse mdustry a
vaned selectlOn of SItes, m a well conceIved effort to bulld up cruIse operatlOns, at a time when
m some Canbbean Islands, cruIse operatlOns are undergomg restrlctlons by local governments
A promotIOnal effort m 1997-8 should produce results by the 1999 sallmg season and perhaps
even m 1998

A final opporturuty IS HaltI'S use of the cruIse mdustry as a stimulus for a reVIval m tradltlonal
stayover tourIsm whIch reqmres hotel capaCIty and uses a full range of servIces The successful
expanSlOn of mternatlOnal cruIse actiVIty to Haltl Wlll sIgmfy persuasIvely to the mvestment
communIty the government's hIgh pnonty for tounsm, It Wlll also Illustrate the market appeal of
Haltl for tounsm, and m so domg, to some extent reduce the hIgh uncertalnty assocIated Wlth
hotel and resort development

The constramts that are mndenng the expanSIOn of the cruIse mdustry are not speCIfic to that
mdustry, but are rooted m systemIC problems of government mactIOn The past success HaIti had
m the 1970s and 1980s as a cruIse destmatIOn IS proof of Haltl' s competltIveness The reVIval of
the mdustry mnges on overcommg the natlOnWlde constramts ofproblematIc land tenancy,
unclear mvestment procedures, and local and central government mertla, condItIOns wmch
durmg the Duvaher era, dId not eXIst If effective reforms relatmg to land tenancy and foreIgn
mvestment are enacted, WIthout any speCIfic reference to crmse projects, that WIll be suffiCIent to
hft these constramts blockmg mvestment

Stayover TOUrism

The travel trade can acmeve some synergy by creatmg marketable packages comblmng the
umque culture ofHatti Wlth one or more other destmatIOns m the Canbbean, for the benefit of all
the pomts mcluded These are combmatIOn "lsland hopper" packages that Wlll nse m populanty
as road hnks to the Dommican Repubhc Improve, and as the short haul aIr lInks to the
neighbonng Islands also Improve CollaboratIOn between the HaItian travel busmesses and those
m neighbonng countnes IS mdispensable to acmeve tills mutual benefit Tills IS the opportumty
for HaltIan tounsm to stop bemg bypassed, to Improve theIr competitIveness, and dIrectly share
m the expandmg tounsm all around It



The fact ofbroad publIc ownershIp ofcoastal propertIes and Islands can also be used to
advantage for resort development, as well as for port development (see precedmg subsectIOn)
The government has an opportunIty to clanfy Its ownership ofareas sUitable for hotel and resort
development, and the condItIons through which It can transfer lands to pnvate partIes for
commerCIal development purposes The government has an opportunIty to mtematIOnally
publIcIze ItS clear and fau condItIOns makmg lands avaIlable for tOUrIsm developments

The constramts of government mertla, the lack of an mvestment code, and ofthe msecure legal
enVIronment regardmg land holdmg m HaItI, have already been explamed m precedmg sectIOns
WIth respect to crUise port development, and are equally relevant to hotel and resort development
as well Hotels and resorts are forms ofcommerCial real estate development requmng a long
term, Immobl1e capItal 1Ovestment, unlIke the crUise 10dustry where ship Itmeranes can be
changed from season to season, hotel development has no such flexlblhty, rals10g the relatIve
rIsk Therefore, these constramts 10 the general busmess envIronment hinder hotel development
even more than crUise development

The mfrastructure madequacles are also substantial constramts, Just as they are for other
economIC sectors The defiCIencIes of the natIOn's roads, aIrports and seaports are all blockmg
easy access to varIOUS parts of the country, and furthermore blockmg access between other
countrIes and HaItI To regam competItIveness, easy access from tounsm generatmg natIOns to
HaItI's regIOns of tOUrIst mterest, IS essentIal

The OppOrtulllty of Integrated Resort Development

There IS currently dISCUSSIOn of development of a fully mtegrated resort destmatIOn of several
thousand hotel rooms, pOSSIbly combmed With manna and aIrport projects, such as has been
done m numerous locatIOns m MeXICO, at Puerto Plata m the DomIlllcan RepublIc, and at a
number of MedIterranean pomts The latest such development m the Amencas mclude Huatulco
and Guanacaste, both paCIfic coast locatIOns respectIvely m MeXICO and Costa Rica The tourIsm
master plan for HaitI IdentIfies a large tract at Fort Llberte as the country's Ideal locatIOn (for
10,000 rooms) Because of the extenSIve planmng reqUired for such ventures, which rely heavIly
on foreIgn mvestment and sometImes on large support from development agenCIes, the present
tIme IS not too early to evaluate this type of development

However, at this Juncture, m the short run It IS mdlspensable to 11ft the constraints of msecunty,
poor busmess envIronment, and poor mfrastructure for the cntIcal purpose ofcreatmg an
enablmg enVIronment for mvestment ofany scale, m tOurISt busmesses anywhere m the country
Only once thIS IS accomplIshed can large scale resort development based on heavy pnvate
1Ovestment, be serIously conSIdered The tlmmg for such a development 10 HaitI may be good,
smce With the exceptIOn of Cuba, there does not appear to be any major mtegrated expanSIOn of
this k10d gettmg under way, although capaCIty next door m the DOffillllcan Repubhc Will
contmue to expand As condItIons m HaitI Improve, the government can let pnvate sector
mterests take the responsIbIlIty to evaluate such projects at locatIOns that they Judge to be the
most SUitable, and at an appropnate scale and tIme frame There are candIdate SItes on both the
north and south coasts, and even on a few ofHaItI's Islands As the road system Improves over



the next 2-3 years, openmg up addItional areas m the south and north, developers WIll be able to
choose from a WIder chOIce of sItes the most sUItable locatIOns for theIr projects The SET must
promote mvestment across the country, and not focus ItS efforts at Fort Llberte
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Appendix J DecentralizatIOn Issues and Approaches

Tlus report has addressed already the basIs for considenng an approach to pnvate sector
development that IS In sIgmficant part based upon decentralIzed economIC clusters Tlus type of
approach would be based upon two thrusts

• EconomY-Wide actIOns that Will encourage decentralIzed Investment and bUSIness
activIty, and

• ImtIatIves focused on specIfic decentralIzed economIC clusters

What condItions are needed for decentralized economic clusters? These become crIteria
for selectIOn of clusters on which to focus

Primary Criteria for Program Focus on Particular DecentralIZed CIty Economies

Factor DescnptIon

Viable, competitive busmess potential The cluster economy (or Its actors) should
have effective lmkages WIth foreIgn
markets and/or domestic markets There
should be few ObVIOUS crucial factor
disadvantages that cannot be overcome

Potential for sustamable employment Impact Potential sectoral economic base should
have the potential for sustammg
considerable employment

Presence of effective and capable entrepreneurs The cluster should have an eXIstmg pool of
proven entrepreneurs

BaSIS for effectIve publIc-prIvate collaboratIOn The mUnICipalIty (or communes) and the
at the decentralIzed level prIvate sector should have or be able to

develop a shared VISIon of the economy=s

future PublIc and prIvate sector should be
able to collaborate m mUnICIpal/regIOnal
plannmg and ImplementatIon A local
revenue tax base should be developmg



PotentIal for strong commercial lInkages WIthin The cluster should have (or should soon
the regIon (between the CIty and Its hmterlands) have) effectIve transport and possIbly

commumcatIons hnkages to Its hmterlands
InstItutIOnal lInkages wIthin the regIOn
should be supportive of economiC hnkages

SpecIal local resources/advantages AvaIlabIhty of umque productIve resources
would be an advantage

Low (or correctable) Internal and external The City and region should have a
Infrastructure constraints mInimUm oftransport, communicatIOns or

power constraints, or should be the pnonty
focus of Infrastructure upgrades A
developIng local revenue tax base should
be emerging to guarantee small
mfrastructure mvestments and
maIntenance CommUnICatIons and
transport Infrastructure should faCIlItate
trade lmkages withm Haiti and/or wIth
foreign markets

EnvIronment condUCIve to pnvate mvestment Pubhc opmlOn and secunty should be
supportive of pnvate busmess and
Investment

What other crltena are Important to USAID?

USAID wIll wish to conSider other CrIterIa 10 defirnng a strategy based on encouragmg growth of
decentralIzed economIC clusters In an mltIal or pIlot stage, speCIfic clusters may be selected for
PrIOrIty focus CrItena whIch would be relevant m the selectIOn of the pIlot clusters mclude

• The selected focus WIll not remforce or encourage SubSIdIzatIOn or skewmg of
resources, and

• The selected pIlots proVIde geographIc dIsperSIOn

How do the potential economic clusters In Haiti compare accordIng to these crltena?

The Study team VIsIted 5 mam locatIOns outSIde of Port-au-PrInce The mtervlews and on-SIte
observatIOns, supplemented by some data and reports, permIt a tentatIve companson of the
clusters VIsIted accordmg to the above cnterIa ThIs companson IS presented below

A more detaIled companson should be undertaken before makIng final Judgements Also, other
locatIOns should also be conSIdered These mclude the other major populatIOn centers Verettes,
Jeremle, Port-de-Palx, Hmche and LImbe



City BusIness Cluster

ConstraInts to RealIzatIOn of Effective City BusIness Cluster OperatIOn - 5 Examples

Key CompetItIve Factors Constramts (RelatIVe City Busmess Cluster
Importance)

Cap Gonalve 8t Les Jacmel
Haltlen Marc Cayes

Lmkages with hmterlands Road mfrastructure (l ) H H H H H
InstItutIonal weakness(2) L M L L L

Shared PublIc-prIvate VIsion, Poor understandmg/vlew of M H M L L
planmng and ImplementatIon busmess by the publIc(2)

Lack of publIc-prIvate sector M H M L L
dmlogue(1)

Lmkages with foreign markets Busmess commumty M H H M M

knowledge of foreign
markets(l)
Current/recent foreign M H H H M

presence(3)
Easy Access to InformatIon(2) M H M H H
Port access(l) L H H H H
Airport access(1) L H H M H

CommumcatIons( l) M MIH MIH H MIH

Lmkages with domestIc Busmess commumty L L L L L

markets knowledge of domestic
markets(l)
Easy Access to InformatlOn(l) M M M M M
Port access(3) L H M H H
Road access( l) M M L H M
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AIrport access(3) L H H M H
CommumcatlOn(1) M M/H M/H H M/H

AvadabIlIty of needed Busmess management M H M M M
professIOnal and techmcal skIlls(l)
skIlls

TechmcallProfesslOnal M H M/H M M
SkIlls(2)
SkIlled labor(2) M M M M M
SkIlled MumClpaVCommunal M H H M M
LeadershIp(2)

Entrepreneunal Leaders Pool of proven L H M L L
entrepreneurs(1)

Local revenue/tax base Current breadth of tax base(3) H H H H H
System m place to collect M/H H M/H M M
taxes(l)
SufficIency of Local H H H H H
Revenues( I)

L = Low Constramt 1= Very Important Factor
M = MedIUm Constramt 2 = MedIUm Important Factor
H = HIgh Constramt 3 = Less Important Factor



OptIOns for USAID ActIOn

ActiOns dIrected towards pnvate sector development In general and towards decentralIzatIOn of
economIC actIVIty WIll, of course, benefit the decentrahzed economIC clusters These are
dIscussed elsewhere In thts report, and Include actIOns dIrected towards

• Improved natIOnalmfrastructure and Infrastructure management,

• Pnvate sector prOVIsIon and management of mfrastructure and related servIces,

• LegIslatIOn to Improvement ofmurucipal revenue generatIOn capabIlIty, and to transfer
funds to decentralIzed entItIes,

• DecentralIzatIOn of government servIces,

• DeclaratiOn oftounsm development areas,

• Improved publIc-prIvate dIalogue and Jomt planmng,

• Improved PUbIC awareness and CIVIC educatIOn, and

• Improved securIty and JudICIal system

ActIons can also be bundled to proVIde development focus on speCific decentrahzed economIC
clusters USAID could thus select, on the baSIS of the cntena presented above, pIlot clusters on
whIch to focus SpeCIfic actIOns dIrected towards speCIfic clusters can Include

• Packages of these same types of programs to encourage bUSIness growth, but dIrected
towards IndIVIdual economIC clusters

• ActIOns to faCIlItate the processes of strengthenmg speCIfic clusters, such as Jomt pubhc
pnvate planmng mechanIsms, strengthenIng of urban management and servIces,
development of trammg faCIlItIes and programs, strengthemng of murucIpal finance, etc

• Focus mfrastructure and servIce Investments on partIcular clusters partIcularly ports and
atrports, power, commUnIcatIOns, rural roads, bUSiness servIce centers GeographIc co
locatIOn of donor programs FacIhtate Intennodal hnkages and servIce hnkages on a
cluster-speCIfic baSIS


