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PREFACE

This poverty assessment was prepared to assist the Government of Haiti, donors,
and civil society to improve their understanding of the causes and characteristics of
poverty in the country and to identify priority areas for addressing it. Chapter 1 discusses
the living conditions of the poor, chapter 2 examines issues of political stability,
government, and growth, chapter 3 looks at the important role of the public sector in
addressing poverty issues, chapter 4 outlines issues critical to investing in people, and
chapter 5 looks at transfers and safety net issues. Technical papers that provided the
analysis for much of the information included in this report are available in volume II. The
paucity of data in Haiti limited the analysis in some sectors, demonstrating the need to
strengthen the base of information for future analytical work on poverty in Haiti. In
addition to this report, the World Bank public expenditure review carried out in March
1997 provides complementary information in some sectors.

Many individuals contributed to the preparation of this report. It was task-
managed by Judy Baker with critical inputs from Edgardo Favaro. Background papers
most which appear in the Technical Annex were prepared by: Garry Charlier (emergency
programs), Maria Correia (gender issues), John Currelly (microenterprise), Edgardo
Favaro (governance and growth), Gerard Gagnon (food security), Lora Iannotti and James
Levinson (nutrition), John Panzer (public investment review) Miriam Schneidman and
Ruth Levine (health), Jamil Salmi (education), Thomas Wiens and Carlos Sobrado (rural
poverty), and Andy White (rural poverty, social capital). Alice Morton task-managed the
NGO sector study. Input was also provided by Robert Ayres, Maria Elena Castro, and
Glen Smucker. Deborah Trent, Gladys Guerricagoitia, and Anne Pillay provided
assistance in the final production of the document. The director is Orsalia Kalantzopoulos,
the lead economist is Edgardo Favaro, and the lead specialist, poverty, is Norman Hicks.
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EXECUTIVE SUMMARY

Haiti is the poorest country in the Western Hemisphere and one of the poorest
countries in the developing world. Its per capita income--$ 250--is considerably less than
one-tenth the Latin American average. About 80 percent of the rural Haitian population
live in poverty. Moreover, far from improving, the poverty situation in Haiti has been
deteriorating over the past decade, concomitant with a rate of decline in per capita GNP of
5.2 percent a year over the 1985-95 period.

The staggering level of poverty in Haiti is associated with a profile of social
indicators that is also shocking. Life expectancy is only 57 years compared to the Latin
American average of 69. Less than half of the population is literate. Only about one child
in five of secondary-school age actually attends secondary school. Health conditions are
similarly poor; vaccination coverage for children, for example, is only about 25 percent.
Only about one-fourth of the population has access to safe water. In short, the
overwhelming majority of the Haitian population are living in deplorable conditions of
extreme poverty. In the face of this daunting reality, Haiti's population continues to grow
at a high rate estimated at almost 200,000 people per year.

What accounts for the dire extent of poverty in Haiti? Over time, numerous
observers have given many and diverse answers to this difficult question. This report
points to a number of key factors:

* Political instability, woefully poor governance, and corruption. Fundamental to the
pervasive problem of poverty in Haiti is the long history of political instability and the
lack of governance. Corruption and misuse of public funds have resulted in a decline
in the quality of all public services, including such fundamental areas of traditional
governmental responsibility as the police, the justice system, and the provision of basic
infrastructure. While the restoration of democracy in Haiti is a highly welcome
development and one which has resulted in some encouraging progress, the basic
problems of governance remain and are at the core of the country's poverty problems.

. irnadequate growth, a result of distortions at the macroeconomic level and
inadequate levels of private investment. The political factors just enumerated have
had a severely negative impact on private investment, both domestic and foreign. The
investment/GDP ratio in Haiti is only about 10 percent--on the order of one-third, for
example, the ratio in Chile. This report estimates that Haiti would require annual
gyrowth rates of at least 5 percent to achieve significant progress in poverty reduction.
Instead, as noted above, the country has experienced negative growth of about that
rnagnitude in recent years and prospects for meaningful improvement on the growth
front are not in sight.

* U7nderinvestment in human capital and the poor quality of the expenditures that
are made. In the public sector, still only 20 percent of resources go to rural areas,
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where approximately two-thirds of the people live. Per capita health spending, both
public and private, is about $21, compared to $38 in Sub-Saharan Africa and $202 in
Latin America.

A "poverty trap. " The interaction of these various factors, including high population
growth, produces a downward spiral, a "poverty trap" from which there frequently
appears no exit nor hope. Some aspects of that trap discussed in this report include:
high unwanted fertility; rampant environmental degradation, especially in rural areas;
an increase in crime and violence; systematic abuse of human rights; and outward
migration from the country to escape a life of misery. In short, the lack of good
governance, the low levels of growth and investment, the lack of attention to basic
human needs, and a set of understandable if lamentable behavioral consequences which
interact in numerous and complex ways, all with one outcome: an increase in poverty
and associated human, physical, social, and environmental degradation.

If the foregoing are the causes of the Haitian poverty dilemma, what, if anything,
can be done to alleviate matters and improve living standards for the general population of
the country? The report that follows lays out the elements of a recommended approach
but in doing so urges modesty and caution. Poverty will not decline in Haiti overnight.
There is no "magic bullet." The road ahead is paved with innumerable pitfalls and
progress will at best be incremental and slow. Nevertheless, the return of democracy, the
manifest aspirations of the Haitian people for a better life for themselves and their children,
the lessons learned from a number of program and project initiatives already underway, as
well as the determined and sustained support of the external donor community and non-
governmental organizations offer grounds for guarded optimism concerning the prospects
for poverty reduction in Haiti.

The challenge for all those concerned with Haitian development is to identify a
coherent, mutually consistent set of priorities around which efforts can be planned and
effective implementation pursued. Among the priorities discussed, none is more important
than reforms aimed at overcoming the historically endemic political, institutional, and
governance obstacles to a better life for the Haitian poor. In the absence of such
fundamental reforms, the other proposed reforms--important as they are in their own
right--are likely to prove ineffective and inadequate.

What, then, is to be done?

* Strengthen essential public sector institutions, improve coordination and
consultation within government, and reestablish and consolidate political stability.
Given the limited capacity of the state, a refocusing of government's role to areas
where it is critically needed is urgent. Among these areas are maintaining public order
and economic stability, securing property rights, building a regulatory role for some
sectors, and designing a framework to help increase provision of primary health and
education and for investment and maintenance of infrastructure. The modernization of
the Central Bank, and the achievements in the creation of the Haitian Police Force
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with improvements in the penal system can serve as reference points for the
modernization of the state. The latter will also require enhancing the role of the
private sector in providing services and ensuring the full integration of civil society in
sector planning and policy making. On that front good progress is being made through
the Government's education strategy. Achieving political stability will require an
improved dialogue and more open communication between the executive and
parliament, and a genuine will to succeed.

* Strengthen macroeconomic stability and reduce distortons in order to encourage
private sector investment and increase productivity. Boosting private investment will
provide the underpinnings of Haiti's future economic growth. A first important step
will be the implementation of the capitalization program, in particular of
telecommunications, electricity, water sector, ports and airports. Privatization of these
sectors would increase the productivity of the economy, and provide a clear signal as
to the Government's commitment to redefine the role of the state and set the economy
on a modern course. The Government has made significant efforts to maintain
macroeconomic stability, which need to be continued and strengthened.

3 Improve the quality of government spending, invest in the provision of basic
human needs, and raise the level of human capital. A huge challenge for the
Haitian state will be increasing resources allocated to the finance of social service
provision. In education, health, water and sanitation, and family planning,
Government should continue to leave the delivery of these services to the private
and/or NGO sectors to the maximum extent possible, while the government itself
strives to improve the regulatory framework, facilitate coordinated efforts among its
own activities, those of private actors, and the poor themselves. Limited government
resources should be directed at programs that are targeted to the very poor,
particularly those in rural areas which have been neglected in the past. Until the
beenefits of these longer-term investments in human capital are felt, the existence of
t,argeted transfers and social safety net programs will continue to be important to the
survival of the Haitian population.

* Rationalize the assistance provided by external donors. External support remains
crucial to Haitian economic recovery and efforts at poverty reduction, accounting for
about 15 percent of GDP in 1997. But there are serious problems of donor
coordination that hinder the effectiveness of the aid provided. The multiplicity of
donors and programs in almost every sector complicates both government and donor
efforts to coordinate planning and implementation. In some sectors donors have
formed working groups that can contribute to harmonizing the provision of external
assistance, yet these groups have not been very active since the onset of the June 1997
political crisis. Moreover, it is doubtful that these efforts will be effective in the
absence of a stronger coordinating role from Government.
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THE LIVING CONDITIONS OF THE POOR

Haiti is the poorest country in the western hemisphere and among the poorest in the
world. Its per capita income of US$250 compares unfavorably with that of many African
countries and is far below the Latin American average of US$3,320 (see table 1.1). In rural areas,
about 80 percent of the population falls below the poverty line.' Haiti's poverty is linked directly
with poor economic performance: per capita income failed to grow during the past four decades
and, in fact, fell at an annual rate of 5.2 percent in the 10 years between 1985 and 1995 (World
Bank 1997).

Haiti's poverty is reflected in its social indicators, which are substantially lower than those
of other countries in the region. Life expectancy is only 57 years compared with an average of 69
years in Latin America. The total fertility rate is 4.8 percent compared with a regional average of
2.8 percent. Infant mortality is higher than 72 per 1,000 live births, almost twice the regional
average. Maternal mortality, at 6 per 1,000, is among the highest in the world. Malnutrition
affects about half of children under the age of five, and approximately half of Haitian adults are
illiterate.

Table 1.1. Comparative Social Indicators in Latin America and the Caribbean, 1996

Per Human
capita Life Adult Infant Total development

Country GNP expectancy illiteracy mortality fertility index
rate

Haiti 250 57 55 72 4.8 0.338
Nicaragua 380 68 34 46 4.1 0.530
Honduras 600 67 27 45 4.6 0.575
Bolivia 800 60 17 69 4.5 0.589
Dominican Republic 1,460 71 18 37 2.9 0.589
Jamaica 1,510 74 15 13 2.4 0.718
Latin America and the 3,320 69 13 37 2.8 0.876

Caribbean average

Source: World Bank 1997; UNDP 1997.

Two-thirds of the population (4.8 million people) live in rural areas, and 80 percent of
them are poor.2 Living conditions are slightly worse in rural than in urban areas. For example,

A mnajor problem with the analysis of poverty in Haiti is the lack of good data. More efforts need to be made
to strengthen the Statistical Bureau's ability to carry out periodic surveys of living conditions that can identify
who the poor are, why they are poor, and the impact of government programs.

2 This estimate is based on data from the Rural Livelihood Sample. The poverty line is based on the local cost
(at .March 1996 prices) of reaching the Food and Agricultural Organization's minimum nutritional standard
of 2,240 calories with a diet that matches the average sample household's expenditures on food, plus
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under-five chronic malnutrition is 35 percent in rural areas, 30 percent in urban areas outside of
Port-au-Prince, and 20 percent in the Port-au-Prince metropolitan area. Similarly, childhood
mortality is 144 deaths per 1,000 live births in rural areas, 135 in urban areas excluding Port-au-
Prince, and 131 in Port-au-Prince. The gap between urban and rural conditions is a major cause of
Haiti's rural-urban migration and is exacerbated by the inequitable distribution of public
resources, which favors urban areas.

Rural Poverty

Rural Household Profile. Rural households are large, often have adults who migrated at
some point in their lives, and are predominantly-78 percent-headed by men.3 The average
household has 5.8 members, where the head and companion account for 1.7 members, children
account for 3, and other relatives account for the rest. The average size of the household ranges
from about 6.9 for the poorest quintile (quintile 1) to 4.4 for the richest (quintile 5; see table 1.2).
Almost all the difference in household size across quintiles is due to differences in the number of
children.

Table 1.2. Average Household Composition, by Quintile

Relation 1 2 3 4 5 Average

Household head and companion 1.74 1.71 1.68 1.71 1.61 1.69
Sons and daughters 4.07 3.45 3.01 2.69 1.85 i3.02
Parents and grandparents 0.05 0.07 0.10 0.07 0.05 0.07
Other relatives 0.95 0.96 0.99 0.94 0.84 0.94
Other members of the household 0.07 0.06 0.09 0.06 0.06 0.07

Total ~~~~~ ~~~~~6.89 .6& $ 5,87 5.146 .42 5.78
Dependency ratioa 1.58 1.43 1.29 1.14 0.85 1.26

a. Children to adults.
Source: Rural Livelihood Survey, 1995.

The average number of adult migrants is similar across quintiles and so is the importance
of remittances. However, female-headed households receive more than twice as much from
remittances as male-headed households, in part because the majority of migrants abroad are male.

Rural Household Assets. The endowment of human and physical capital is low. Some 58
percent of household heads do not read or write, 34 percent have six years of schooling, 6 percent
finished high school, and 0.4 percent have a university degree.

expenditures on nonfood commodities, such that the percentage of food expenditures in total expenditures
matches the average for poor rural households (71.8 percent). This is equivalent to G3,321 (US$220). Haiti's
currency is the gourde.

3 The average rural household has 0.4 adults who have migrated at some point.
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The heads of poorer households are more likely to be illiterate and to have less education
than those of richer households. For instance, the level of illiteracy is 65 percent for household
heads in the poorest quintile but falls to 49 percent for those in the highest quintile. Only 8
percent of adults in the lowest quintile have more than six years of schooling, compared with 14
percent of adults in the upper quintile.

Land is the most important physical asset owned by rural households. Some 93 percent of
households have access to land, with an average holding of 1.78 hectares (table 1.3). Although
the size of area either owned or cultivated varies little across quintiles, there are significant
differences in the number of quality-adjusted hectares per quintile. For instance, the poorest
quintile averages 0.95 hectare of cultivated area, while the richest quintile averages 1.64 hectares.
However, the quality-adjusted number of hectares of land cultivated by a household in the poorest
quintile is 0.54 hectare compared with 2.51 hectares in the richest. In addition, the farm plots of
households in the poorest quintile are nearly twice as far from the homestead as those of
households in the richest.

Table 1.3. Land and Land Quality, by Quintile

Indicator 1 2 3 4 5 Average

Total area (hectares) 1.31 1.61 1.79 1.81 2.39 1.78
Area owned (hectares) 0.90 1.06 1.21 1.27 1.58 1.20
Area cultivated (hectares) 0.95 1.11 1.20 1.27 1.64 1.23
Distance of plots (kilometers) 4.17 3.54 3.41 2.72 2.56 3.29
Index of land quality relative

to average 57 76 87 96 153 100
Total quality-adjusted land

cultivated (hectares) 0.54 0.84 1.04 1.22 2.51 1.23

Source: Rural Livelihood Survey, 1995.

Rural Households: Poverty, Income, and Consumption. Table 1.4 reports the incidence
of poverty and extreme poverty in rural areas. Poverty is measured by a headcount indicator of
persons below a poverty line based on nutritional adequacy with an allowance for nonfood
expenditures. The extreme measure is based on a level of consumption sufficient only to buy a
minimum standard of nutrition. On this basis, about 80 percent of rural households are poor, and
two-thirds are extremely poor. The highest levels of poverty are in the North and Northwest
departments, where 91 percent of households are poor, and 81 percent are extremely poor. These
are some of the highest levels of extreme poverty found anywhere in the world.
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Table 1.4. Estimates of Rural Poverty, by Area
(percent)

Agroecological area Extreme Poverty
(and corresponding NGO data set) poverty (cumulative)

Gonaive and the Northwest (Cooperative for Assistance 81 91
Relief Everywhere)

South and the Grand Anse (Catholic Relief Service) 56 74
West and the Central Plateau (Adventist Development Relief 64 77

Agency)
Total sample of rural Haiti 66 81

Source: Rural Livelihood Survey, 1995.

Table 1.5 reports detailed information on sources of income and expenditures per quintile.
Income is the sum of (i) agricultural and nonagricultural salaries, (ii) remittances sent by family
members working outside the region, and (iii) net income from production and trade, excluding
commerce and income from fishing. Expenditure on consumption is the sum of (i) food
consumption, including all food produced and consumed at home and all cash expenditures on
food, and (ii) nonfood consumption, excluding most consumer durables.

Table 1.5. Composition of Income and Consumption
for Rural Households, by Quintile
(percentages unless otherwise noted)

Rural Haiti
Characteristic 1 2 3 4 5 average

Household size 6.89 6.25 5.87 5.46 4.42 5.78

Source of income
Wages 32 30 27 20 18 23
Migrant transfers 9 6 5 5 4 5
Production and trade 59 64 68 75 78 72
Total income 100 100 100 100 100 100

Food consumption 65 67 67 68 66 67
Self-produced 13 16 16 16 23 19
Purchased 52 51 51 52 43 48

Nonfood consumption 35 33 33 32 34 33

Total consumption 100 100 100 100 100 100

Source: Rural Livelihood Survey, 1995.

Production and trade are the most important sources of income for rural households
across income quintiles. Surprisingly, while wages as a percentage of income fall with income, the
importance of self-produced food increases. The average propensity to spend varies little across
income quintiles, which indicates that poverty is widespread except for a small fraction of
households in the top quintile.

Table 1.6 reports more detailed information on wages and cash sales, excluding commerce
and income from fishing. Wages and cash sales, excluding resales, represent 47 percent of net
income on average. The importance of agricultural wages in total household income falls as



income rises, while the importance of nonagricultural wages in total household income rises with
income. The large gap between non-wage income in the fifth quintile and in the other quintiles is
explained partly by the higher level of education of the average worker in the highest quintile.

Table 1.6. Wages and Cash Sales, Excluding Resales, by Quintile

Indicator 1 2 3 4 5 Average

Agricultural wages
Gourdes 531 639 628 511 532 568
Percent 28 19 16 11 8 14

Nonagricultural wages
G6urdes 435 1 200 1,574 1,673 2,502 1,477
Perent - .23 36 40 35 38 36

Artisanal income
Gourdes 180 339 310 775 664 454
Percent 10 10 8 16 10 11

.Charcoaland wood sales
GJourdes---'- :-.. .... 522 676 652 785 761 679

Percent i28 20 16 16 11 16

Other income
Gourdes 227 503 804 1,029 2,171 947
Percent 12 15 20 22 33 23

Tofal '''' ;
Gourdes, 1,896 3,357 3,968 4,774 6,629 4,125
Percent 1100 00. 10 :: 100- '100 100

Source: Rural Livelihood Survey, 1995.

Rural Productivity. With the exception of a few relatively large farms, Haiti's agriculture
is characterized by highly traditional methods of production, with low inputs from outside the
sector and low levels of human capital. The production per hectare across income quintiles varies
as the result of differences in the average quality of land and in the use of higher-quality inputs
(table 1.7). The difference in total production is 9.42 times greater for the highest than for the
lowest quintile. This can be broken down into three factors, including greater area cultivated,
better quality of land, and other factors. The first two factors account for about 40 percent of the
difference; other factors, such as human capital, use of inputs, and better technology, account for
the rest.
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Table 1.7. Agricultural Production and Productivity, by Quintile

Indicator 1 2 3 4 5 Average

Cultivated area (hectares) 0.95 1.11 1.20 1.27 1.64 1.23
Index relative to mean 77 90 98 103 133 100

Agricultural production (gourdes) 1,710 3,901 5,329 8,070 16,114 7,026
Index relative to mean 24 56 76 115 229 100

Productivity per hectare (gourdes) 1,800 3,514 4,441 6,354 9,826 5,712
Productivity per quality-adjusted

hectare (gourdes) 3,167 4,644 5,124 6,614 6,419 5,712

Source: Rural Livelihood Survey, 1995.

Education is one of the "quality inputs." Productivity on farms with an illiterate head of
household is approximately 88 percent of the average for other farms. Teaching farmers to read
and write would presumably raise productivity 14 percent, if other factors are held constant.
However, going beyond basic education does not make a measurable difference in productivity, a
result similar to that obtained in studies of the rate of return to education in traditional rural areas
elsewhere. This analysis should be interpreted cautiously. Although the value of education is low
when traditional agricultural practices persist, it is high when the intent is to modernize
agriculture. Educated farmers can understand and adapt new technologies that uneducated
farmers find difficult.

Literacy rates are significantly higher among household heads of successful farms, and
both adults and children are slightly more schooled. Cropping patterns vary significantly between
successful and less successful smallholders. For instance, successful farmers produce more
crops-4.0 crops per farm compared with an overall average of 3.3 and an average of 1.26 crops
per parcel compared with 1.06 for other farmers. They also grow a higher proportion of cash
crops than less successful farmers.

Rural Property Rights. Although land tenure is often cited as a serious problem in Haiti,
some two-thirds of rural households own their land, regardless of quintile status (table 1.8), and
no measurable differences in productivity are associated with farming one's own land. 4 This
finding should be interpreted cautiously: although land tenure may not be a problem in the context
of traditional agriculture, it can deter new investment and modernization of the sector, as shown
by the experience of other countries.

Share cropping, a form of tenure under which the tenant splits any incremental production with the landlord,
is, however, associated with productivity levels 28 percent below those of other farms. It is usually regarded
as posing disincentives to more-intensive methods of production.



7-

Table 1.8. Forms of Land Tenure, by Quintile
(mean percentage of farm size)

Type of tenure 1 2 3 4 5 Average .

Purchased 29.4 28.7 36.1 31.4 34.6 32.4
Inheritecl 40.5 32.5 31.7 35.7 28.6 33.1
Rented (fixed rent) 5.1 8.6 9.3 7.8 10.0 -8.4
Share cropped 17.9 15.5 12.9 9.6 7.2 11,9
Joint property 2.7 8.1 4.6 7.9 11.8 7.5
Others 4.5 6.6 5.4 7.5 7.8 6.6
Total 100.0 100.0 100.0 100.0 100.0 10Oo-

Source: Rural Livelihood Survey, 1995.

Social Capital and Rural Informal Institutions. The relationships among extended
family members and neighbors form an important informal social safety net for sharing assets,
responsibilities, and risks. Peasant farmers also seek out and nurture other ties and obligations,
including patron-client relations, fictive kinships, and special interpersonal relationships. In so
doing, peasants actively manage their networks as personal assets-a domain of social capital
based on transaction and reciprocity.5 These relations can be organized into two broad and
overlaplping categories-those that are defined by vertical linkages, essentially between individuals
with dissimilar access to power, and those that are defined by horizontal linkages between
individuals with similar access to power (this categorization follows Putnam 1993).

Vertical forms include the extended household, the lakou, patron-client relations, and
fictive-kin relations (such as being a godparent); they exist primarily to ensure the individual's
survival and family's reproduction. The extended household shares assets, family responsibilities,
and risks. The patron-client and fictive-kin relations are safety net mechanisms through which
asset-poor individuals request relief for exceptional emergencies. For this reason, the poor
frequently seek to develop fictive-kin relations with economically successful individuals and
members of the clergy.6

Traditional forms of social capital serve individual or private functions but also important
social finctions in rural areas. Labor and credit exchange groups are common institutional
mechanisms for dealing with uncertainty. They have often been a useful point of entree for
innovations in rural governance. Women's groups, in particular, have successfully managed
sizable funds of rotating credit for investment in marketing. Field studies show that males who
participate in rotating labor groups are more likely to adopt new technologies, to participate in

5 Managing these relations is complicated. This process is fraught with ambivalence and negotiation, as
expressed in common parlance through Creole proverbs: zami Iwen se lajan sere, zami pre se kouto de bo
(distant friends are money in the bank, nearby friends are double-edged knives), or sd t ki bay, sot ki pa pwan
(stupid to give, stupid not to take it), or men ale men vini ki fe zami dire (give and take makes friendships
endure).

6 Nurnerous ethnographic and cultural studies of Haitian peasants include Bastien 1985, Comhaire-Sylvain
1961, Courlander 1960, D'Ans 1987, Herskovits 1971, Metraux 1951, Mintz 1961 and 1974, Price-Mars
1928, SACAD and FAMV 1993, and dissertations by Conway 1978, Lowenthal 1987, Murray 1977, Smucker
1983, and Woodson 1990.
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other collective actions that supply public goods, and to provide leadership in community affairs.
In general, rotating labor exchange and credit groups in the informal sector often precede the
development of formal community development groups.7

Towards a Rural Development Strategy. Given the poverty, small landholdings, and
dependence on nonfarm income in rural areas, what kind of rural development strategy could be
pursued in the following four areas?

* Infrastructure. Because rural Haiti is extraordinarily deficit in all forms of infrastructure,
investments in infrastructure can generate employment, alleviate poverty in the short term, and
facilitate local investments in farm or nonfarm activities. In particular, investments are needed
in roads, communications, community centers, and schools.

* Land. Nothing can be done about landholdings in Haiti, because there is too little land and too
little concentration to merit redistribution and because most farmers, even the poorest, "own"
most of their land. Yet insecure tenure is still be an issue, because it discourages investment in
land or consolidation of tiny farms into more viable units. A viable legal framework and more
effective judicial institutions are needed.

- Finance. Low levels of farm productivity are closely related to the low level of purchased
inputs, which in turn is related to the lack of adequate working capital. Expanding working
capital means expanding rural finance, but in the absence of a viable legal framework, effective
judicial institutions, and the ability to use land as collateral, this is not likely. Failing an
increase in credit, the only remaining options are to combine conservation techniques, which
raise farm productivity substantially without increasing the cash cost, and boot-strapping or
self-financing, which occur to the extent that activities are found to be profitable. The relevant
technologies are known and basic; the objective is to get them adopted widely.

* Human capital. As in other activities, productivity in rural areas is stunted by the low level of
human development. Basic literacy clearly is linked with farm productivity. To have a short-
run impact, rates of adult literacy need to be improved. Moreover, the teaching of adult
literacy should be combined with the promotion of productive technologies in integrated
programs.

Urban Poverty

As a result of the limited opportunities and poor living conditions in rural areas, migration
to the cities, particularly Port-au-Prince, has been extensive. The population in Port-au-Prince was
estimated at 507,000 in 1971, 720,000 in 1982, and approximately 2 million in 1995.8 Because

7 See White and Runge 1994 and 1995 and White 1997 on labor exchange and the role of labor in collective
action and management of social capital and Smucker and Dathis 1996 on rotating credit and labor exchange.

8 See Haitian Institute of Statists 1971 and 1982. The figures for 1971 and 1982 are from the census of
population; the figures for 1995 are imprecise in the absence of an updated census. The data are from
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urban infrastructure and housing services have not grown at the same pace, the average quality of
urban life has deteriorated considerably. The flow from rural areas to urban bidonvilles,
particularly in Port-au-Prince, has been steady, with 13,000 people arriving every year from all
regions of the country.

Migration from rural to urban areas reallocates the country's endowment of human
capital. Migration is a means of improving welfare, given the state of the economy, job
opportunities, and amenities in rural and urban areas. It also may result from policies that-favor
urban areas and a heavy bias in the regional allocation of government spending. In that regard,
allocating government spending so that it does not neglect secondary and tertiary towns and does
strengthen the capacity of municipal governments to deliver services more effectively could
significantly reduce the flow of migrants to Port-au-Prince.

According to a microsurvey of three urban areas (Tokio, La Saline, and St. Martin), about
two-thirds of the population live on less than US$25 a month, making Port-au-Prince one of the
poorest cities in the world. Urban slums and low-income areas such as Cite Soleil and La Saline
are characterized by extreme poverty, crowded and unsanitary living conditions, and violence.
While the secondary towns, Cape Haitien, Gonaive, and Les Cayes, have been growing more
slowly than Port-au-Prince, they also suffer from shortages of housing and lack basic urban
services. The 22 smaller urban centers that are dispersed widely about the country suffer problems
similar to those found in the secondary cities and so far have received no attention from the
central government.

The rapid and unplanned growth of the low-income population in urban areas has created
high-density settlements and exerted extreme pressure on the scarce basic services and limited
infrastructure of the cities. Less than 40 percent of the residents in Port-au-Prince have access to
potable water, with this ratio likely to be similar in secondary cities. Drinking water is
contarninated with infectious micro-organisms and contributes to more than half of all infant
deaths and to the chronic malnutrition that affects about one-third of all children under five.
Wastewater sewerage systems are extremely limited in Haiti, and a large portion of the population
does not have access to pit toilets, which are generally overused and poorly maintained. Drainage
channels typically carry human excreta and other waste through the open environment, where they
are ultimately discharged without treatment into the watershed, contaminating potable water
sources. In most urban areas, solid wastes are left to accumulate in the streets, marketplaces, and
drainage canals, creating breeding grounds for vermin and other disease vectors and contributing
to severe flooding during the rainy season. The poor road infrastructure in Port-au-Prince also
creates massive traffic congestion, which can exact high costs in terms of time lost, sometimes
hours per trip, to travel short distances within the city.

Housing conditions are dilapidated, unsafe, unsanitary, and overcrowded. Most families
live in one room, often with six or more individuals and few possessions. Squatting is highly
prevalent, and weak public institutions and lack of an official register of land make it very difficult
to support legitimate owners or protect public lands.

Cayemittes and others 1995 and are based on a 1986 United Nations Development Programme project that
used aerial photos and household surveys to estimate population figures.
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In urban areas, the linkages that build social capital appear to be weaker because the
population is more transient and people are more reliant on the cash economy, diminishing the
need and opportunity to exchange labor. The weak social norms and civic organizations in urban
areas combine with urban problems to create conditions that spawn crime and violence, especially
juvenile crime. In the past, crimes generally were targeted and limited to the odd burglary, but
today car-jackings, armed robbery, and murders are common, even in the wealthier areas of
towns. Children are now involved in their own crimes and are used to carry out crimes
perpetrated by adults (car theft, burglary). Weak capacity to enforce the laws together with the
gradual erosion of social capital, easy access to guns, and presence of the drug trade have
engendered violence, particularly in urban slums.

A final dimension of the poor quality of urban life is related to women. Prostitution has
become a major concern and is linked to sexually transmitted diseases (STDs), teenage pregnancy,
and maternal mortality and morbidity. In spite of the availability of contraceptives, the maternal
mortality rate remains very high (600 per 100,000) and is believed to be related to clandestine,
unsafe abortions.9 The incidence of sexually transmitted diseases in urban areas is high-about 50
percent of the women of Cite Soleil have had at least one STD, and 8.4 percent are infected with
the HIV virus. 10 Forty-four percent of females between the ages of 10 and 19 have suffered sexual
or physical abuse (Comit6 Inter-Agences Femmes et Developpement Systeme des Nations Unies).
And although school enrollment rates are similar for females and males, illiteracy levels are greater
among women, especially in older age groups."

Few people earn enough to support themselves and their families. Of those in the labor
force, the majority-about 90 percent-work in the informal sector in some type of
microenterprise activity such as construction, public transportation, small retail trade, domestic
help, or agriculture.

Haitian microenterprises tend to be small, with one principal and a few employees. The
employees are usually family members, short-term labor, apprentices, or full-time labor. Wages
for microenterprise activities vary widely: for example, G738 per household per year ($50) for
agricultural producers, G2,100 per participating household per year ($140) for artisanal
producers, and about G4,600 per household per year ($306) for fishermen (fishing is practiced by
only a very small percentage of households).12 The skill level in the informal sector is, on the
whole, low. Various nongovernmental organizations (NGOs) run microenterprise development

9 Many of the programs that have made impressive progress in increasing contraceptive prevalence (from 10
percent of women in 1989 to 18 percent in 1994) have suffered from recent cutbacks in support.

10 Data recorded by U.S. Bureau of the Census, HIVIAIDS surveillance database. Haitian numbers are from
1992, estimate HIV-1 and -2 seroprevalence, and are based on a small sample. Comparable data are not
available though prevalence rates tend to be higher in poor urban areas.

School attendance in the 6-15 age group is 73.6 percent for males and 73.5 percent for females; EMMUS-Il
1994/95.

12 Haitian Development Foundation. Many microenterprise lending institutions include questions about the size,
type, employees, gross revenue, and so forth of the business in the loan application. These could be mined for
statistics easily and inexpensively.
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programs in Haiti that focus on credit, information, and training. Evaluations of these informal
lending programs have, however, been quite negative (see technical paper 4).

Many factors constrain the growth of informal firms: the poor state of the economy, which
inhibits most economic activity, inadequate infrastructure, low capacity to use assets as collateral,
and a weak judiciary.

Migration

Migration has long been an important safety net for many Haitians. Most migrants leave
their homes in response to Haiti's severe economic problems and political instability. The high
levels of migration come despite the uncertainty of finding jobs, the lack of guaranteed entry to a
host country, and the risk to physical well-being related to dangerous means of exit (such as those
faced by boat people).

Haitianr migration both from rural to urban areas and to other countries is significant. In
1995 roughly 1.5 million Haitians were living abroad, mostly in the United States and Dominican
Republic.13 Migration peaked after the coup against Aristide in 1991 and then declined after 1992
following a change in U.S. policy toward Haitian immigrants. Within the country, there has been a
steady flow of migrants from rural areas to urban bidonvilles, particularly in Port-au-Prince, with
estimates as high as 13,000 people arriving every year from all regions of the country. Many poor
Haitians blame the difficult conditions in rural areas-cyclones, droughts, lack of land, lack of
diversification with nonagricultural activities, and lack of food security-on the migration to
urban areas (Rural Livelihood Survey, 1994/95). The strong social networks in urban areas can
make it relatively cheap to migrate to cities.

Although data are limited, something is known about the characteristics of migrants.
Migrants from Haiti to places abroad tend to come from all income groups except the very
poorest, who cannot afford to migrate. Migrants from rural to urban areas within the country also
include the poor. Migrants tend to be young, with approximately 70 percent of internal migrants
between the ages of 10 and 29 (UNICEF 1994: 47). Women tend to migrate more frequently to
cities, whereas men tend to migrate abroad. The predominance of women in rural-urban flows is
attributed to their limited employment opportunities in rural areas and the fact that the type of
urban employment available in small-scale commerce and domestic service consists of activities
typically associated with women (Plotkin 1984). Also, women are preferred for assembly work in
urban-based manufacturing, and migration abroad is viewed as being dangerous and safer for men.

The high levels of migration affect the economy, labor market, and poverty in several
ways. As a safety valve, it likely keeps the total number of poor down and provides relief to many
families through remittances. With regard to the labor market, it may contribute to a shortage of

Of the estimated 1.5 million Haitians living abroad: 650,000 live in the United States (500,000 in New York,
60,000 in Mianmi, 55,000 in Boston, and 30,000 in Chicago), 55,000 in Canada, 800,000 in the Dominican
Republic, and more than 40,000 in the Bahamas. See Baez, Evertsz, and Franc 1991.
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skilled workers. Over the years, the brain drain has left Haiti with a low level of skills and created
a high number of female-headed households, particularly in urban areas. Approximately 36
percent of all households are headed by women; this is similar to the percentage in other
Caribbean countries (44 percent in Jamaica and 28 percent in Guyana), but somewhat higher than
that in other Latin American countries.

The biggest impact of migration is likely to be the remittances, which are estimated at
between US$250 million and US$350 million a year, equivalent to roughly 10-15 percent of
Haiti's gross domestic product (GDP).1 4 Most houses receiving remittances are located in cities,
and only a very small proportion are in rural areas where the poorest live. Female-headed
households receive larger remittances than male-headed households, perhaps because it is the men
who have emigrated and now send remittances home. Estimates are, however, thought to be
somewhat unreliable, because many households underreport remittances for fear of owing taxes,
being the target of theft, or causing problems for the individuals sending rernittances, who may be
living abroad illegally (Fass 1991: 29-30).

Population Pressures and Environmental Consequences

The high birth rate, particularly among the poor, exacerbates Haiti's poverty. High birth
rates make it more difficult to reduce poverty, invest in human resources, and pursue sustainable
economic development. Demographic pressures have forced the cultivation of increasingly
marginal lands and accelerated deforestation and soil erosion, ultimately resulting in declining
agricultural production. Moreover, large families require additional income for basic nutrition,
limit the amount of time a woman has for income-earning activities, and can pose grave health
risks.

With approximately five births per woman of childbearing age or a total population
growth rate of 2.3 percent a year, the Haitian population is expected to double from 1995 to
2025.15 The fertility rate of 4.8 is high, falling only slightly below the 5.7 average for Sub-Saharan
Africa and well above the 2.8 average for the Latin America and Caribbean region and
neighboring countries such as the Dominican Republic (2.9) and Jamaica (2.4). An estimated 25
percent of births are closely spaced (less than 24 months apart), placing the health and nutritional
status of both the mother and child at risk and raising the probability of premature death. Because
many of Haiti's government-funded family planning programs have suffered cutbacks recently,
family planning could be a high priority for donor assistance.

14 This is calculated assuming that roughly 872,500 legal migrants to the United States send US$200 each as
they did in 1986 and then doubling that amount to include remittances from illegal migrants and nonformal
channels. Other estimates suggest that each migrant remits between US$200 and US$1,000 per year. These
remittances include cash and in-kind transfers such as cars, food, clothing, furniture, and appliances. See
Tsilikounas 1996.

15 See Preeg, Ernest, 1996. There are large urban/rural differentials, with fertility rates nearly twice as high in
rural zones as in urban areas.
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The population pressures have contributed to deforestation, which has now reached an
alarming level. Trees are cut down to plant food crops or to use for firewood or charcoal, and the
tree cover has been declining at a rate of 15 million to 20 million trees each year. Deforestation
accelerated further during the embargo, when both the rural and urban poor became desperate for
any form of income and as imported fuel supplies were curtailed. The once-abundant forests are
now thought to be 97 percent depleted, and 25 of the 30 major watersheds are almost devoid of
cover. Forests are reduced to small and isolated patches and associated with steep ravines, high
mountain peaks, and coastal mangrove areas. As a result of the environmental degradation, per
capita agricultural production has been falling steady since the 1970s. With the continued rise in
population, the pressures on the land will only increase.
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2
WHY POOR PEOPLE STAY POOR:

GOVERNANCE, STABILITY, AND GROWTH

Haiti has never had a tradition of governance aimed at providing services to the population
or creating an environment conducive to sustainable growth. Instead, a small economic elite has
supported a "predatory state" that makes only negligible investments in human resources and
basic infrastructure. At the same time, pervasive repression through army, police, and paramilitary
groups has created deep-seated distrust between civil society and the state. A ready potential for
violence continues to weaken the prospects for overall stability and reform. Moreover, the
absence of a culture of democratic decision making and peaceful consensus building at the
national level has generated tensions between the executive and the legislature and hampered
Haiti's rehabilitation effort.

The political system in Haiti is struggling to emerge from the crisis that has lasted since the
fall of the Duvalier dictatorship. Since 1987, the country has had 12 governments, an average of
about one per year (table 2.1). With the return of civilian rule in 1994, Haitian governments have
tried, with limited success, to redefine the traditional role of the state and to decentralize
government. In 1991 and in the years since 1994, Haiti has held a series of local and national
legislative elections. In 1995 the Aristide government dismantled the army and created a national
police force. In 1996 the leadership passed successfully from one democratically elected president
to another.

Despite the restoration of democracy, governmental leadership is absent, and the level of
confidence among the population is low. The reestablishment of civilian government has been
slow as a result of bureaucratic in-fighting, an executive and a parliament that lack support and
experience, a lack of communication between these two, unresolved issues of justice, insecurity,
economic hardship, and budgetary crisis, and the difficulties associated with bringing about
change. Charges of corruption, abuse of power, and human rights violations exacerbate the
situation.

Historically, Haiti's state has been essentially a personalized system of authoritarian rule
based on vertical power relations centered on the chief executive. There has been only limited
institutional development and few functions beyond the maintenance of power, patronage, and the
extraction of wealth (World Bank 1997).

Haiti's social structures remain polarized and stratified by class. Despite recent
innovations in governance and massive popular support for fundamental changes in the system,
the underlying character of the state persists. Overall, its solid base of vertical power has been
remarkably stable for the past two centuries. Certain features of the traditional system-
intermittent crises of political succession, absence of checks and balances, urban dominance in
decision making, political intolerance, a predatory state and weak public institutions, and absence
of personal security in the political process-persist and hinder change in local forms of
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governance (see technical paper 9). Without a strong central government, efforts at
decentralization will not bear fruit.

Table 2.1. Haiti's Governments, 1957-97

Administration Position and name Period served Time served

1 President Franqois Duvalier 9/1957 to 3-4/1971 14 years
2 President Jean-Claude Duvalier 3-4/1971 to 2/1986 15 years
3 President Henri Namphy (niilitary junta) 2/1986 to 2/1988 2 years
4 President Leslie F. Manigat 2/1988 to 6/1988 4 months
5 President Henri Namphy (military 6/1988 to 9/1988 3 months

govermnent)
6 President Prosper Avril (military 9/1988 to 4/1990 20 months

government)
7 President Herard Abraham (military 3 days in 4/1990 3 days

government)
8 President Ertha Pascal Trouillo 4/1990 to 2/1991 10 months
9 President Jean-Bertrand Aristide 2/1991 to 9/1991 7 months in Haiti

10/1991 to 10/1994 2 years in exile
Prime Minister (1) Rene Preval 3/1991 to 8/1993 29 months
Prime Minister (2) Robert Malval 8/1993 to 11/1994 15 months

10 President Joseph C. Nerette 10-11/1991 to 5/1992 7 months
Prime Minister Jean-Jacques Honorat 10-11/1991 to 5/1992 7 months

11 No defacto president
Prime Minister Marc Bazin 6/1992 to 9/1993 15 months

12 President Emile Jonassaint 6/1994 to 9/1994 3 months
No prime minister

13 President Jean-Bertand Aristide 10/1994 to 2/1996 16 months
Prime Minister (3) Smark Michel 11/1994 to 10/1995 11 months
Prime Minister (4) Claudette Werleigh 10/1995 to 2/1996 5 months

14 President Rene Preval 2/1996 to present 2 years
Prime Minister (1) Rosny Smart 4-5/1996 to 6/1997 14 months
No prime minister since 6/1997

A reliable justice system is not only important to the basic security of the population but
also key to economic development. To prosper, economies need institutional arrangements to
resolve disputes among firms, citizens, and governments, to clarify ambiguities in laws and
regulations, and to enforce compliance (World Bank 1997). The judicial system in Haiti is the
single most important hindrance to development of the private sector. Currently, the system is
outdated and irrelevant to commercial applications. Specific problems relate to deficiencies in
criminal law and civil law for agricultural, environmental, and private property rights. The legal
sector would benefit from investments in institutional development aimed at the Ministry of
Justice and from efforts to involve civil society in the process, so that individuals understand,
accept, and support the application of the rule of law. The executive and parliament would also
benefit from technical assistance and from improved dialogue and communication.
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Determinants of Economic Growth

Table 2.2 illustrates Haiti's dismal economic growth over the past four decades. After
some modest annual growth during the Duvalier years, per capita income fell during the 1980s
and plunged in the 1990s. In turn, the ratio of investment to GDP remained at a modest level
before 1990 and fell abruptly during the rest of the period.

Table 2.2. Growth and Investment Ratio, 1967-97
(percent)

Average rate of growth Average investment
Period (percent) ratio (percent)

1967-85 2.50 13.31
1986-90 -0.03 15.53
1991-97 -1.76 9.45
1986-97 -1.04 11.99

Source: International Financial Statistics, IMF, 1997.

Comparing Haiti's rate of growth in per capita income with that of other countries in the
region and elsewhere sheds light on the determinants of Haiti's poor economic performance. The
analysis is based on two propositions. First, that given an initial level of per capita income, the
rate of growth of per capita income will be related to the level of education of the people (+), the
level of the fertility rate (-), the level of distortions in the domestic policy environment (-), and the
strength of the rule of law and governance (+). The second proposition is that given the initial
levels of education, fertility, and the policy environment, the rate of growth of per capita income
will be higher the lower the initial level of per capita income.16 That is, poorer countries will
benefit from their ability to catch up to richer countries (convergence).

The detailed results of this study are shown in annex I. The estimates provide insights as
to what policy changes would be critical to increase per capita income and reduce poverty. For
instance, (i) one more year of average male educational attainment would increase per capita
economic growth about 1.3 percent, (ii) a 1 percent lower fertility rate would increase per capita
economic growth about 1.1 percent, (iii) 1 percent of GDP lower government consumption would
increase per capita economic growth 0.8 percent, (iv) a one-step improvement in law and order-
from the current level to the next in an index that goes from one to seven-would increase per
capita economic growth 0.5 percent, and (v) a one-step improvement in the democracy index-
from the current level to the next in an index that goes from one to seven-would increase per
capita economic growth about 0.5 percent of GDP.

16 The model uses specifications originally present by Barro (1991 and 1997) to estimate the determinants of
average per capita income.
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Economic Growth and Poverty Reduction

Haiti's economic stagnation and widespread poverty cannot be changed overnight.
However, living standards could be significantly improved and poverty reduced-within a
relatively short time span-if there were political stability, an environment favorable to private
investment in physical capital, and human development. Rapid increases in living standards in
what were formerly low-income countries in Asia support this view.

For instance, in 1960 Korea's per capita income was US$883 (purchasing power parity adjusted),
similar to Haiti's at $871.17 By 1985 Korea's per capita income had grown to US$4,267, while
Haiti's remained a mere US$860, and over the past twelve years the gap has widened even more
dramatically. This radical difference
in economic performance is due in B _ o
large part to Korea's favorable 1g
policy environment, whichpr eepen Cpe Dvlpmn
encouraged investment in physical
and human capital. The average ti 388 ,.c - 22 0.3X
ratio of investment to GDP was 03 8 0.718
23.1 percent over this period, and .Tha a 170. v ..
the increase in average schooling Kor ...e . ..... .......... .a.2....................8-
attainmient for men was nine years. GPCpt n18 esatU olr
In contrast, Haiti's unfavorable R
policy environment discouraged m e .a. ... s.t.
investmnent in both physical capital pm~ eulc hiad n oe.Hwvr
and human beings. The average edato,eatadacesobscsrieswe
ratio of investment to GDP was it
about 5.8 percent, and average culdwt eeegvrac rbestdt
schooling attainment for men t fe e in e et_mX
increased only two years. v th next a5 yer

Countries such as Indonesia and Thailand reduced poverty 30-40 percent during a 20-year
period in which annual aggregate growth rates were close to 5 percent. These countries invested
heavily in human capital development. Because of the scope and severity of Haiti's poverty,
strong growth rates of at least 5 percent will be needed to reduce poverty. A rough calculation
based on growth simulations reveals that a 3 percent aggregate growth rate would only reduce
rural poverty from 81.1 to 76.7 percent in 10 years.'8 Yet a 5 percent growth rate could reduce

17 The estimates on per capita income and investment to GDP ratio are from Summers and Heston (1991).
While based on national account information, the estimates are purchasing power parity adjusted so as to
make the cross-country comparison meaningful. Unless explicitly stated, per capita income and investment
figures used elsewhere are not purchasing power parity adjusted.

18 These rough simulations use data from the Rural Livelihood Survey (for rural areas only). They are based on
per capita consumption expenditure (proxy for income) growth rates of 1 and 3 percent and assume a 2
percent population growth rate and even distribution of income. This would imply an economic growth rate of
3 and 5 percent of the country.
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poverty to 67.7 percent, which, although still very high, would pull approximately 650,000 people
out of poverty in rural areas alone (see figure 2.1). On a national basis, this reduction in poverty
would even be higher.

Achieving this economic growth rate will not be easy, but it is possible. During the 1970s,
Haiti grew consistently at annual rates between 5 and 7 percent. This growth came largely
through private sector dynamism in exports of agricultural crops and assembly manufactures,
supported by public sector investment in infrastructure. 19

Figure 2.1. Projected Reduction in Rural Poverty
Based on 3 and 5 Percent Growth Rates
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Attaining higher economic growth rates would require a dramatic increase in private
investment to complement the public sector investment program now being financed by external
assistance. Examples from other Latin American countries indicate that with current investment
rates of 10 percent of GDP, Haiti cannot grow at an annual rate of 5-7 percent. Again, Haiti's
recent history reveals that substantially higher ratios of investment to GDP are feasible. Toward
the end of the 1970s, the ratio of investment to GDP was about 19 percent, the ratio of private
investment to GDP was about 9.2 percent, and one-third of public investment was financed
through public savings.

In addition to maintaining a stable macroeconomic framework, implementing the
capitalization program, in particular of the telecommunications, electricity, and water sector and
of ports and airports, would boost private investment from its low level of less than 3 percent of
GDP. State control of these and other services has derailed private sector development and

19 This spurt in growth was, however, short-lived because the govermnent increasingly intervened, albeit
moderately, by imposing fiscal and trade policies that were restrictive of the private sector and biased against
exports.
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imposed large economic and social costs, because state enterprises have been mismanaged and
failed to provide adequate services. Privatization of these sectors would make the economy more
productive. It would also signal the government's commitment to redefining the role of the state
and modernizing the economy.
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3
THE PUBLIC SECTOR AND POVERTY REDUCTION

The return of civilian government created a new opportunity for the Haitian economy. The
government embarked on an emergency economic recovery program, cleared its arrears to
multilateral and bilateral donors, and initiated critical economic policy reforms. It eliminated
petroleum subsidies, canceled public sector wage contracts signed with the military government,
abolished nontariff barriers on imports, reduced import tariffs to the 4-19 percent range,
eliminated ceilings on interest rates, and began to privatize state-owned enterprises.

But this auspicious start soon stalled with the resignation of Prime Minister Smarth in June
1997. The subsequent political crisis jeopardized foreign aid, delayed implementation of public
sector reforms and privatization, discouraged private sector investment, and ultimately aborted
economic recovery.

A program to reduce poverty in Haiti should start by creating the conditions for sustained
economic growth. The first prerequisite is to strengthen institutions and reestablish political
certainty. This is the project that would give Haitians the highest social rate of return. Without
political certainty and rule of law, there will be no economic growth, and without economic
growth, poverty will deepen. The second prerequisite is to strengthen macroeconomic stability
and reduce distortions to encourage private sector investment and increase productivity. The third
prerequisite is to improve the quality of government spending and improve human capital.

To meet these challenges, the government has very limited resources, and the civil service
is too weak to make efficient use of them. Thus it is important to assess realistically what the
Haitian state can and cannot do and to redefine the role of the state in society. A reassessment of
international donor support is also needed. The donor community provides significant resources
but also pressures an already stretched public sector. The multiplicity of forms under which
support comes and the variety of counterparts, including a strong NGO sector, the composition of
support (most aid is not balance of payments support), and the mismatch between the agendas of
donors and the government place significant demands on the public sector's limited capacity to
administer and coordinate scarce resources.

Improving Government Effectiveness

Haiti's government has limited resources and faces daunting development challenges.
Measured by yardsticks such as the ratio of tax revenue collection to GDP or of government
spending to GDP, the Government of Haiti has very limited capacity to deliver even modest
services.
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Table 3.1. Economic Indicators in Select Lower-Income Countries
in Latin America and the Caribbean

GDPper As a percentage of GDP Annual GDP Government

capita (U.S. Government growth, revenue per capita
Country dollars) Investment revenue 1990-95 (US. dollars)

Haiti 250 8.0 8.0 -6.5 20
Nicaragaa 380 18.3 21.3 1.1 81
Honduras 600 23.2 18.0 3.5 108
Bolivia 800 15.5 23.0 3.8 184
Guatemala 1,340 17.6 9.0 4.0 121
Ecuador 1,390 19.7 18.7 3.4 260
Dominican

Republic 1,460 20.5 14.8 3.9 216

Source: World Development Report, World Bank 1997.

Table 3.1 compares Haiti's situation with that of other countries in Latin America. At
about US$20 per capita (per year), government revenue is 25 percent of that of Nicaragua-one
of the poorest countries in the region-and about 11 percent of that of Ecuador. Government
revenue as a percentage of GDP is half that of Honduras. A minimum health package would cost
Haiti about US$12 per capita per year, roughly 5 percent of GDP.

Redefining the Role of the State. After years of neglect, Haiti's public sector is extremely
weak: iits staff is poorly motivated and equipped, procedures do not support a modern market-
oriented economy and society, planning and budgeting. capacity is weak, and objectives are poorly
defined. These deficiencies have hindered the delivery of basic services to the population, the
implementation of aid projects, and the maintenance of peace and justice. In determining a reform
agenda., it is useful to look at two lessons learned from the experience of other countries: the need
to match the state's role to its capability and, in selected areas, the need to raise state capability by
reinvigorating or modernizing public institutions (World Bank 1997).

In the case of Haiti, the state's capacity is weak, and, therefore, how and where the state is
involved should be reviewed carefully. With limited capacity, a narrow focus on the scope and
effectiveness of activities could have the biggest impact. The government's involvement is
critically needed in maintaining public order and economic stability, securing property rights,
building a regulatory role for some sectors, and designing a framework to improve the provision
of primary health and education, encourage investment, and maintain infrastructure. It makes little
sense fir Haiti's state to continue its involvement in electricity generation or telecommunications
when it can hardly maintain public order and justice or enforce property rights.

Modernization of the state will enable agencies to fulfill their most fundamental functions
in an efficient manner. This means conducting policy and strategic planning, establishing norms,
maintaining quality control, coordinating and monitoring activities, evaluating performance, and
trainingr staff. The modernization process should include enhancing the role of the private sector in
providing services and ensuring that civil society is integrated fully in sectoral planning and
policynmaking. Privatizing key basic infrastructure services, such as water and sanitation,
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electricity, and even health and education, should be considered as a means to improve their
efficiency while reducing the administrative burden on the government.

Haiti's situation is unique in that a large number of NGOs and international donors are
involved in the delivery of public goods and services. A guiding principle in designing future
government interventions must be to resist substituting public for private provision of public
goods. The government and the private sector carry out complementary activities, and bold,
innovative arrangements are needed to facilitate collaboration.

Improving the Quality of Public Investments. The government and the donor community
have made a significant effort to build a public sector investment program, which has been
accompanied by budgetary support and significant technical assistance to strengthen basic
institutions. Disbursements from international assistance reached US$415 million in fiscal 1996
and US$388 million in fiscal 1997. During these two years, the externally financed investment
program disbursed US$217 million and US$193 million, respectively, an amount equivalent to
roughly 7 percent of GDP. Moreover, in 1997 the Haitian government's self-financed investment
program reached US$34 million, making a total investment of about US$227 million, or about 8
percent of GDP-the highest public investment ever recorded.

Notwithstanding this large investment, annual GDP growth in the past two years was only
about 1 percent. This raises two important concerns. First, on the strength of the public
investment program alone, which at 8 percent of GDP is high by international standards, growth
should have been higher. Second, with waning private sector investment and ensuing lack of
growth, it is becoming increasingly evident that the current public investment program is not
consistent with the overall macroeconomic environment and may need to be reduced. Simply put,
the economy will not be able to support the recurrent costs these new investments will demand in
the future.

The lower than anticipated impact of public investments can be traced to two elements:
(i) because of delays in the implementation of key public infrastructure projects, the ongoing
depletion of the capital stock for lack of maintenance has not been detained, and the net result has
probably been a very minimal increase -if any-in capital formation; and (ii) a significant part of
public investments are still directed to low return activities, such as inefficient public enterprises,
which have little or no impact on economic growth.

Despite these difficulties, there is reason for some cautious optimism. There is a core
public investment program focusing on road rehabilitation, basic infrastructure, and the
environment that provides a good base. While programs for education, health and family
planning activities are developed in conjunction with the non-public sector, the fast
implementation of the above-mentioned existing programs could help build the capital stock
needed to support an annual economic growth of about 4% to 5%. This, however, will require a
stronger focus on fewer priority activities. Unfortunately, the political crisis prevented much
improvement in the capacities of the ministries of planning and finance, which were expected to be
working on many of these issues.
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Modernizing the Public Sector. Modernization, particularly of the ministries of
finance and planning, could help to ensure policy planning and an efficient allocation of the
important public sector investment program. Countries with effective public sectors have been
characterized by strong central capacity to formulate macroeconomic and strategic policy; by
mechanisms to delegate, discipline, and debate policies among government agencies; and by
institutional links to stakeholders outside the government. In addition, as evidenced in table 3.1,
the modernization of the tax and customs administration processes could improve the state's
capacity to collect additional taxes so that some public savings can be generated to implement a
gradual transition toward some self-financing of the investment program.

The task ahead is to develop institutions capable of ensuring the delivery of services
througyhout the country, including rural areas. Initiatives aimed at establishing capacity at the local
level of government so that many functions can be decentralized, working with existing local
organizations, and maintaining one of the most valuable assets of Haitian society-its social
capital-will contribute to achieving the goal of good governance.

Coordinating Donor and NGO Efforts

Donor efforts in Haiti are large, with annual aid disbursements amounting to almost 15
percent of GDP in 1997. Much of this goes through the public sector investment program, with
national and international NGOs heavily involved in service delivery. The heavy involvement of
the private sector in carrying out traditional government activities is somewhat unusual and,
despite shortcomings, is critical to making basic services available throughout the country.
Notwithstanding the substantial contributions that the donors and NGOs have made in Haiti, poor
coordination among agencies and between agencies and government seriously hinder their
effectiveness.

The Donors. About 20 major donor agencies are active in Haiti, each with large
undisbursed balances, overlapping sector involvement and projects, and often diverse objectives.
Assistance has come through the public sector investment program, balance of payments support,
humanitarian assistance, and direct provision of security. In 1997 there were 269 individually
identified technical assistance or investment programs funded by bilateral or multilateral agencies:
43 in the area of governance, 39 in agriculture, 31 in education, 29 in water, sanitation, and urban
development, and 27 in health. Of these, 101 programs had total commnitments of less than US$2
milliorn.

The multiplicity of donors and programs in almost every sector complicates the efforts of
both government and donors to coordinate planning and implementation and may be one of the
most important reasons that the investment efforts have produced weak results. In some sectors,
donors have formed working groups, but these groups have not been active since the onset of the
political crisis in June 1997. Although each donor agency must adhere to its institutional
mandates, taking a more focused approach would help to reduce the overlap and coordination
problems and to ensure the sustainability of projects. Standardization of procedures and greater
exchange of information through regular consultations would also make projects more effective.
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The NGO Sector. The large role that NGOs play in service delivery was born out of
necessity during Haiti's various economic and political crises and reinforced during the embargo.
Although NGOs have been providing relief, charity, and social sector services since the 1950s,
their involvement has increased significantly over the past two decades. During the 1992-94
crisis, NGOs administered an estimated $100 million of official development assistance. That
trend has continued, particularly in the health, education, and water supply and sanitation sectors,
as well as in the construction and rehabilitation of small-scale infrastructure.

In many remote rural areas, the Government of Haiti has extremely limited delivery
capacity, and NGOs have been responsible for meeting the needs of the population. Their services
are also important among the urban poor. In health, NGOs deliver about 50 percent of primary
and curative services. In education, either NGOs or private, for-profit institutions run almost 80
percent of all primary and secondary schools. And in water and sanitation, almost all interventions
are funded through NGOs.

NGOs in Haiti range widely in size, administrative structure, and capacity (see technical
paper 8). The quality of services varies considerably, with problems of institutional and technical
capacity, overlap among activities, and diminishing funding. On the whole, however, there is
evidence of the existence of a critical mass of large, medium-size, and small organizations that
have better-than-average track records and could absorb more funds and use them more
efficiently and effectively if they were to receive technical assistance and training. The gaps and
overlaps in activities could be reduced if they were coordinated by umbrella organizations that
already play an important role in this area. Umbrella organizations could assist member NGOs by
providing better information to members and coordinating activities with economies of scale such
as technical and management training and fund-raising.

For the future, increasing the supply and quality of services will require strengthening the
overall institutional and technical capacity within the public and NGO sectors and integrating the
delivery of services by NGOs more fully into sector strategies such as the national education and
health plans. In addition, more formal relationships are needed between the public sector, donors,
and NGOs through better collaboration and contractual arrangements.
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4
INVESTING IN PEOPLE

In addition to a policy environment that promotes the efficient allocation of resources,
investment in human capital is critical for sustained poverty reduction. Investments in the
education, health, and nutritional status of the population contribute to a productive labor force,
better living conditions, and higher per capita income. Improvements in the delivery of potable
water supply, the evacuation of human and solid waste, and the creation of drainage systems for
runoff and wastewater also reduce serious health problems and improve health and productivity.

The most important challenges for the new Haitian state are to increase the amount of
resources allocated to social service provision and to design a regulatory body that works with
existing NGOs and the private sector to expand the quantity and quality of these services. This
chapter discusses issues specific to each sector that will eventually need to be addressed in order
to improve access, quality, and efficiency.

Education

Both the quantity and quality of education services is low. Less than half of the population
can read and write, and only 63 percent of children ages 6-12 are enrolled in school. In rural
areas, the coverage is much lower, at 23 percent. At the secondary level, the gross enrollment rate
is 22 percent, and 55 percent of all secondary school students are in the Port-au-Prince
metropolitan area. By comparison, the average illiteracy rate for Latin America and the Caribbean
is 15 percent, and the primary and secondary gross enrollment rates (including over-age students)
are estimated at 107 and 52 percent, respectively.

Structure and Equity. Most education services are provided by the private sector. Private
education now represents about 75 percent of primary school enrollment and 82 percent of
secondary school enrollment largely because decades of weak government involvement have
fostered strong involvement of the NGO and private sector.

There are substantial differences in the quality of education services provided. A small
group of elite private schools are at the top, offering the best schooling, public schools occupy the
middle range, and the vast majority of private schools are located at the bottom of the scale. Only
10 percent of Haiti's private schools are licensed at the primary level, and not more than one-third
are licensed at the secondary level. Two-thirds of private schools are religious, with the majority
now belong to the umbrella organization, FONHEP (Fondation Haitienne de l'Enseignement
Prive). Formed in the late 1980s, FONHEP channels external funding, conducts in-service teacher
training, and provides school furniture and instructional materials.

Most education expenditures are financed privately. In 1995-96 private spending in
education services amounted to 12.5 percent of GDP, while public spending was about 2.5
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percent. Private expenditures include registration, tuition, and examination fees, uniforms,
textbooks, school lunches, and other supplies (see Rodd 1997).

Public spending on education demonstrates an urban bias. Of the total 2.5 percent of GDP
spent by the government on education, only 20 percent goes to the rural areas where 70 percent
of the population lives. The average direct cost per student varies significantly by region and type
of school, which reflects vast inequities in educational opportunities. Annual direct costs per
student in 1993 were G68 in rural areas and G256 in urban areas (see tables 4.1 and 4.2).
Although public schools are supposed to be free, in the absence of regular budgetary allocations
for nonsalary expenditures from the Ministry of Education, principals often require parents to
make a financial contribution.

Table 4.1. Annual Direct Cost of Education per Student, by Type of School
(1993 gourdes)

Catholic Protestant Nondenominational
Province schools schools schools

Artibonite 75 83 125
Centre 43 41 55
Grand Anse 56 59 53
Nord 170 89 111
Nord'est 67 64 105
Nord'ouest 76 86 129
Ouest 226 191 341
Sud 76 79 75
Sud'est 49 64 74
Total 108 100 167

Source: FONHEP 1994.

Table 4.2. Rural-Urban Differences in Annual Direct Cost per Student
(1993 gourdes)

Area Annual cost per student

Rural 68
Urban slums 213
Urban 256
National average 128

Source: FONHEP 1994.

Quality and Efficiency. The quality of education in Haiti is alarmingly low. An indirect
indicator of poor quality is the low internal efficiency in primary and secondary education and the
resulting high proportion of over-age students. Only 43 percent of students entering first grade
ever reach the fifth grade, and only 29 percent make it to the sixth grade (Ministry of Education,
1995: 29-31). Only 38 out of 1,000 children who enter the first year of the primary cycle finish
secondary school. Repetition rates are around 12 percent per grade, and dropout rates are
between 10 and 15 percent per grade. Half of the primary school students are over-age; the
proportion is as high as 89 percent in fifth grade, where the average age is 15.3 years compared
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with a theoretical age of 11. Internal efficiency is also poor at the lower and upper secondary
levels

Poor quality results from the large number of unqualified and unmotivated teachers, lack
of textbooks, uncoordinated development of curriculum and instructional materials, and poor
facilities. A recent French language test revealed that one-third of the primary school teachers did
not klnow how to rank words alphabetically.20 Eighty percent of the teachers could not use the
passive form in French. Only 41 of the 1,200 teachers (3.5 percent) were able to perform basic
arithmetic operations from the fourth-grade program (Ministry of Education data). With such
poorly qualified teachers, it is hardly surprising that less than 20 percent of the candidates passed
the baccalaureate examination in June 1996. The lack of important inputs such as teaching
materials also limits learning at schools.

Strategic Issues. The challenge is to increase the quantity and quality of basic education.
Yet increasing the quantity of public sector resources allocated to education does not mean
increasing the quantity of publicly provided educational services. In fact, given the remarkable
involvement of the private sector in education, the use of vouchers, subsidized loans, and direct
transfers to poor families could be a powerful mechanism for increasing the quantity and quality
of educational services. Government could focus on undertaking planning for the sector, setting
objectives for improving quality, providing training, fostering collaboration with NGOs in the
delivery of services, and ensuring that services reach remote areas. Improving the quality of
services does not, however, imply setting minimum standards that only a very few existing schools
could meet. In fact, diversity in the quality of services delivered must be accepted as fact, with
efforts targeted toward improving quality at the bottom through carefully designed incentives.

Health and Nutrition

Health conditions in Haiti are among the poorest in the western hemisphere. The adverse
effects of poor health conditions, poor nutritional status, and high fertility raise particular concern
for children and women of reproductive age. Other public concerns relate to the burden of disease
from communicable and infectious diseases, such as malaria, tuberculosis, AIDS, and sexually
transnnitted diseases.

While health conditions in Haiti have historically been poor by most standards, the
situati.on has deteriorated as a result of the recent political upheaval and the embargo-induced
economic crisis. For example, between 1990 and 1993, following the imposition of sanctions,
infant and child mortality rates in the Maissade region increased about 32 percent (Harvard
School of Public Health 1993). Another study reported that the percentage of children classified
as severely malnourished increased from 2 percent prior to the coup to 16 percent during the time
of the embargo (Nutrition Center 1995). The challenge facing the health sector today is to
improve the availability and quality of services.

20 The test was given to a representative sample of 1,200 public and private school teachers was designed by a
team of the Ministry of Education and administered in March 1996.
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Health and Nutritional Status. Child health and nutritional status in Haiti is generally
very low, as reflected in high levels of child mortality. Despite a marked improvement in infant
.mortality during the 1977-92 period, the proportion of one-year-olds who die before reaching
their fifth birthday has risen since the late 1980s. The principal causes of death for children age
one to five are diarrhea (37 percent), malnutrition (32 percent), and acute respiratory infections
(25 percent). This rise in juvenile mortality is linked to the recent deterioration in economic and
environmental conditions and to the precarious nutritional situation of most households,
particularly in the post-coup period. Other critical problems, discussed in chapter 1, are the high
fertility rate and prevalence of malnutrition.

Access, Coverage, and Quality of Services. Low access, poor coverage, and inadequate
quality of services characterize the health care system in Haiti. Only about half of the population
has access to health services, as reflected in the low coverage rates. Although vaccination
coverage has increased in recent years, it remains one of the lowest in the world, at about 25
percent of children. The quality of services is generally poor, particularly in public facilities.
Physical infrastructure is dilapidated, and shortages of essential drugs, equipment, and materials
hamper the provision of services. Expenditures are on the whole inadequate, with available
resources used inefficiently. The geographic distribution of facilities, and of human and material
resources, favors the urban population, although health conditions are, on average, worse in rural
areas than in cities.

Together, public and private health spending totals about US$150 million or US$21 per
capita. By comparison, per capita health spending averages US$38 in Sub-Saharan Africa and
US$202 in Latin America. This level of spending is low and exacerbated by inefficiencies inherent
in the system: the lack of complementarity among inputs and the poor match between mix of
services and health needs.

Other problems in the health sector relate to the inadequate regulatory framework, which
prevents systematic planning to address the critical needs of the population, and lack of
coordination in donor-funded activities, which results in duplication and waste.

Strategic Issues. The challenge is to increase the quantity and improve the quality of
primary health services delivered by (i) reallocating resources from other health programs to
primary health, (ii) establishing matching grant mechanisms to encourage local service delivery by
municipalities and NGOs, and (iii) strengthening the regulatory role of government. Detailed
recommendations are discussed in technical paper 5.
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Water and Sanitation

Access to safe water-a critical determinant of the prevalence of infectious diseases-is
extremely low and has actually declined over time, from an estimated 60 percent of urban
residents in 1985 to somewhat less than 30 percent during 1990-95 and from 30 percent of rural
residents to less than 25 percent. This has occurred largely because investment has not kept pace
with migration. The time and financial costs of obtaining water are high, with implicit effects on
productivity. Wastewater sewerage systems are limited to major urban areas, and a large portion
of the population does not have access to pit toilets, which are generally over-used and poorly
maintained. The lack of access to latrines contributes substantially to water pollution and related
diseases, threatening the health of the population.

Service Provision. The formal, centralized structure of public water supply, sanitation,
and solid waste services has generally provided insufficient and unreliable services, and in poor
urban neighborhoods, public entities rarely provide services. As in the health and education
sectors, donors and NGOs have responded with myriad projects. The groups form any number of
collaborative relationships with one another and with public officials to finance, plan, and
implement new investments in the sector or perform one-time maintenance of existing facilities.
As withl other sectors, investments in projects tend to be rather arbitrary in terms of location,
specific type of works and services put in place, and level of services provided. Typically, projects
are implemented without even a broad outline of goals, priorities, or standards for the region, the
sector, or the community itself Sponsors generally provide temporary grant financing with no
cost-recovery mechanisms. The resulting projects are not sustainable over time, although this
pattern is changing where NGOs implement grants involving fee-for-service together with
neighborhood associations.

Legal Framework. An additional problem in the sector relates to the legal framework,
which relies primarily on centralized agencies to make decisions about planning, investment, and
operations and maintenance at the local level. Central government agencies decide what to
produce, where to produce it, and how much to charge for the product (or service). Although
municipal governments have responsibility for solid waste collection (and are nominally allowed
to provide basic sanitation), they have no resources to invest, inadequate operating budgets, and
no authority to collect and manage user fees or local benefit taxes.

Strategic Issues. For the future, the challenge is to decentralize service provision and
reform the current legal framework to allow local government to charge user fees or local benefit
taxes.
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5
TRANSFERS AND SAFETY NETS

In addition to a macroeconomic framework that encourages economic growth and
investments in improving the quality of people, a poverty strategy may also include well-targeted
interventions and income transfers to the extremely poor.

Following the return of constitutional order in 1994, the international community stepped
up efforts to assist the Government of Haiti through emergency safety net and income transfer
programs. To address problems created by the long period of lost income and jobs and the severe
deterioration of basic infrastructure, these programs have generally sought to generate
employment, rehabilitate social and economic infrastructure, strengthen institutions and
organizations at the local or community level, and distribute emergency food aid (see technical
paper 7). Some of the key issues related to implementation of these programs are discussed
below.

Employment and Income-Generation, Infrastructure Rehabilitation, and Institution-
Strengthening Programs

Employment- and Income-Generation Projects. Since 1994 at least 10 emergency
rehabilitation and employment projects have been designed and implemented. During 1994-97,
approximately US$300 million was allocated for these programs. Many of the programs in place
focused primarily on generating employment through labor-intensive works. These programs
generated about 1 million person-months of short-term jobs for unskilled or low-skilled laborers
and benefited approximately 3 million people, or about 42 percent of the Haitian population.2 '
Because most of the individuals employed in these projects were employed elsewhere before, the
net jobs created as a result of donor financing are much less clear. Daily wages varied over the 40-
month implementation period from US$1.30 to US$2.40, reflecting an increase in the official daily
minimum wage in May 1995 to G36 (US$2.40). This is equivalent to approximately US$48 per
person a month. On average, about 20 percent of the jobs benefited women. Women were
primarily involved in activities such as carrying water and other construction materials, sometimes
serving as supervisors and performing other activities.22

Feedback from beneficiaries indicates that the income earned was used to purchase food
for school-related expenses, make home improvements, buy farm animals, start a small business,
and repay debts. In a few cases where community organizations are strong, savings from HIMO

21 This figure is based on the assumption that one laborer per household has worked an average of two months,
benefiting some 500,000 households (with average household size of six people) and receiving approximately
US$72 (about 50 percent of the estimated rural GDP per capita).

22 Implementing NGOs admitted that they monitored only the number of women who signed up rather than the
number of women who actually worked.
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(Haute Intensite de Main d'Oeuvre) incomes enabled groups to initiate community projects such
as the construction of a community school (Goyavier/St. Marc). However, the short working
periocl apparently accounted for only a limited, and in some cases temporary, improvement in
living conditions. In most cases, the opportunity costs involved were low compared with those of
other income-generating activities given the generally low levels of income. However, concems
were raised that the employment projects reduced agricultural production by luring farmers away
from their fields and that the high wages paid (relative to farm wages) not only increased labor
costs in rural areas but also interfered with volunteerism in long-term community development
activities.

Table 5.1. Jobs and Income Generated, as of 1996

Allocatedfunds Person-months Total paid wagea

(millions of U.S. Committed or (millions of US.
P'rograms dollars) Projected delivered Percent dollars)

JOBS 32.4 492,500 505,570 103 21.7
PCE 50.0 487,000 472,000 97 24.3
IIMO 14.2 n.a. 25,600 - 1.5

PRECJ 3.6 13,636 13,779 101 0.8
F7UREC 3.6 36,364 19,623 54 1.1

rotal 103.8 1,029,500 1,036,572 101 49.4
- n.a.: Not available
a. Estimated figures.
Source: Program's documents and various progress and assessment reports.

The proportion of expenditures in these employment programs that is spent on wages
averagged 55 percent of total expenditures, 30 percent on construction materials and equipment,
and 15 percent on administrative costs. Two of the projects, PRECJ and HIMO, spent 30 percent
or less on wages.

Infrastructure Rehabilitation Projects. The implementation of infrastructure projects has
rehabilitated a large number of social, productive, and economic infrastructure (see technical
paper 7). This has included the rehabilitation of roads, the construction and rehabilitation of
schools, health centers, and water supply and sanitation systems, the protection of numerous
watersheds and severely degraded slopes, and the rehabilitation of irrigation canals. These works
have given farmers access to markets, facilitated access to basic services, and recuperated some
60,000 hectares of farmland through irrigation.

A major concern in the implementation of some of these projects has been the pressure to
move quickly and not necessarily within the context of an overall rehabilitation plan. As a result,
limited time has been dedicated to ensuring the proper participation and involvement of
beneficiary communities and local authorities or to ensuring post-project operation and
maintenance. In addition, the technical quality of some works has been low, limiting further the
sustainability of the infrastructure rehabilitated.

Institutional Development and Technical Assistance Projects. The emphasis on building
institutional capacity has been seen as critical to the sustainability of projects. This has been
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accomplished by training numerous community organizations, NGOs, and local governments in
the management and administration of projects. In the case of the Communal Governance Project
(CGP), for example, institutional support to elected officials and local leaders led to the creation of
25 community improvement comrnittees, which now meet to discuss their priorities for community
development.

On the whole, however, the attempts at institutional development have fallen short of
expectations due to the pressure to implement projects quickly. Such pressure has not always
allowed time for the demanding task of institution building. As a result, the process of identifying
projects and setting priorities has often mirrored the preference of the implementing agencies or
well-connected community groups.

The projects also have sought to improve the image and perception of the state and
provide credibility to the new democratic institutions. Many local governments have participated
in implementation activities at various levels (either as implementing organizations or as
beneficiaries). Nevertheless, the fact that the programs' management has been often attributed to
large, well-known NGOs, and the quasi-absence of technical governmental agencies such as the
Ministry of Public Works, Transport, and Telecommunications or the Ministry of Agriculture,
Natural Resources, and Rural Development, has cast a shadow on the government's role. In
addition, these local investment-oriented programs have increased competition and engendered a
power-sharing struggle between local elected officials (mayors and casecs) and regional
authorities (senators and deputies) with different, if not conflicting, political interests. The desire
of Parliament to micro manage the technical planning of such programs, as well as the recent
difficulties to obtain credit approvals should be considered an additional and important constraint
when planning infrastructure programs with investments targeted at the local level.

Equity. Although the data are limited, subprojects appear to be reasonably well-targeted
to the poor. By geographic department, West and Artibonite have benefited from the largest
number of subprojects, with Northwest and Southeast receiving the least. On a per capita basis,
Northeast and Center come first, while North and West come last. On a subproject dollar amount
per capita, Northeast and Center are the major beneficiaries, while North and Grand Anse receive
the least (see table 5.2).
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Table 5.2. Project Distribution, by Department

Number ofprojects Cost per
Population per Total per population capita (US.

Department department subprojects (thousands) dollars)

1. Artibonite 1,013,779 516 0.51 25.4
2. Centre 490,790 374 0.77 28.7
3. GrandAnse 641,399 337 0.53 21.2
4. North 759,318 218 0.29 16.7
5. Northeast 248,764 223 0.90 29.3
6. Northwest 420,971 157 0.37 22.6
7. West 2,494,862 884 0.35 25.2
8. South 653,398 381 0.60 25.1
9. Southeast 457,013 205 0.45 27.8

Total 7,180,294 3,355 0.47 25.5

Source: Technical paper 7.

Financial and Time Considerations. Disbursement of emergency-type programs (JOBS,
PCE, CGP) have generally reached 70-75 percent of initial targets, with average monthly
disbursements as high as US$6.5 million. In the case of projects focused on rehabilitating
infrastructure, such as the PRH/EU, disbursement levels have been substantially lower, at 30-40
percent. Operating costs have been reasonable at around 8-10 percent, with the exception of the
CGP, where they were 20-25 percent.

Lessons Learned Lessons learned from past experience in Haiti-and other countries-
show that to maximize the benefit of these programs and have a sustained impact on poverty
alleviation, the design and implementation of projects should be related to their longer-term
impact on development. While projects based on labor-intensive public works and infrastructure
rehabilitation are extremely relevant for poverty alleviation in the short to medium term, it may be
time to move from the emergency assistance phase toward a more long-term approach focusing
on increasing productivity, rehabilitating infrastructure with more planning for operations and
maintenance and more involvement of beneficiaries, and generating more lasting employment
opporttnities.

Second, beneficiaries and local authorities should be included at all levels of the project
cycle, including identification, prioritization, implementation, and post-project operations and
maintenance. Strengthening the capacity of local government and project beneficiaries should be
addressed in the early stages of project design and planning. This in turn will require improved
coordination between central and local levels of government.

Food Aid

The nutritional deficiencies of the Haitian population are significant and have a far-
reaching impact on children and pregnant and breast-feeding women. Chronic malnutrition affects
approximately one-third of children under five, with children between 12 and 24 months of age
being nmost severely affected. Acute malnutrition (ratio of weight to height), an indicator of recent
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nutritional deprivation, has been estimated at 8 percent, suggesting deteriorating conditions and
signifying a problem of national concern. By comparison, acute malnutrition levels are 2 percent
in the Dominican Republic, 3 percent in Honduras, and 6 percent in Guatemala (UNICEF 1996).
Iron-deficiency anemia affects 35-40 percent of women and 40-50 percent of preschool-age
children nationwide. Geographic disparities are striking, with the North and Northwest
departments and urban slums suffering the highest levels of malnutrition. The impact of the
nutritional deficiencies are felt at all levels-through low productivity, learning difficulties, and a
low return on investment in social programs, particularly education.

Donor Assistance. To address the problems of poverty and malnutrition, many donors
have provided humanitarian assistance through food aid. During the period 1993-95, the United
States Agency for International Development (USAID) contributed an average of 68 percent of
total food aid flows, the European Union contributed 19 percent, and the World Food Program,
Canada, and France contributed approximately 4-5 percent each. In 1995 the most important
food products were bulgur wheat, wheat flour, pulses, and rice. Approximately 30 percent of this
aid was monetized, with the rest distributed on a humanitarian basis. In 1995 food aid reached an
estimated 1.3 million direct beneficiaries or 16 percent of the Haitian population (USAID 1995).
This figure probably represents a peak, as USAID aims to reduce the number of its food aid
beneficiaries to 375,000 by the year 2000.

Distribution of food is carried out through four types of programs: maternal and child
health, school feeding, food for work, and general relief The food aid programs financed by

23USAID and the European Union are distributed through various NGOs. Most of the food aid
from France is monetized at below-market prices in food-deficit areas, and the proceeds are used
to finance small infrastructure projects. Nonmonetized food is distributed through school feeding
programs (both programs are administered by Action Contre la Faim). Food aid from Canada is
also monetized (beans and vegetable oil) in order to buy local food considered more adapted to
Haitian needs. The local food is then distributed through school feeding programs by the Canadian
Centre for International Studies and Cooperation, which also contracts with Haitian farmers to
grow cereals in exchange for food aid to avoid depressing local production and prices.

There is clear consensus that food distribution and other relief efforts implemented during
the 1991-95 period significantly reduced the negative impact of the embargo. However, several
concerns are related to food aid in Haiti: (i) the high proportion of Haitians who depend on food
aid rations for a relatively prolonged period of time could create dependency and shift the
production behavior of households; (ii) nonmonetized food aid is administered through
bureaucratic decisionmaking instead of being channeled through markets at prices reflecting
supply and demand and may result in market distortions; (iii) the impact of food aid on local
production has not been assessed fully, although it may lower the price of food in Haiti; and (iv)
lower food prices may reduce the incentive of local producers to invest further in agriculture.

Lessons Learned. As extreme poverty continues to be a major problem in the short run,
the most effective food aid is targeted to extremely poor families and provided for specific

23 Cooperative for Assistance Relief Everywhere, Catholic Relief Service, and Adventist Development Relief
Agency for USAID and Bureau de Nutrition et du Development for the European Union.
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achievable objectives and limited periods of time such as between harvests. Monetization of food
aid, including the payment of tariffs, taxes, and customs is recommended so as to minimize market
distortions. Specific recommendations are discussed in technical paper 3.
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ANNEX I
DETERMINANTS OF HAITI'S GROWTH PERFORMANCE

Pooling Haiti's rate of per capita income growth with that of other countries in the region
and elsewhere sheds some light on the determinants of the country's poor economic performance.
The analysis is based on two propositions that have received strong support in empirical studies
conducted in recent years. The first proposition is that, given an initial level of per capita income,
the rate of growth of per capita income will be higher the higher the initial level of education of
the people, the lower the fertility rate, the less distortionary the domestic policy environment, and
the stronger the rule of law and governance. The second proposition is that given the initial levels
of education, fertility, and policy environment, the rate of growth of per capita income will be
higher the lower the initial level of per capita income.

Table I. 1 reports the results of the study.2 4 The lower half of the table provides
quantitative estimates of the contribution of initial human capital, fertility rate, distortionary
domestic policies, weak rule of law, and democracy on the rate of growth of per capita income for
three periods. 25 These estimates provide insights as to what policy changes would be critical to
increase per capita income and reduce poverty. For instance, (i) one more year of average male
educational attainment would increase per capita economic growth about 1.3 percent, (ii) a 1
percent lower fertility rate would increase per capita economic growth about 1.1 percent, (iii) 1
percent of GDP lower government consumption would increase per capita economic growth 0.8
percent, (iv) a one-step improvement in law and order-from the current level to the next in an
index that goes from one to seven-would increase per capita economic growth 0.5 percent, and
(v) a one-step improvement in the democracy index-from the current level to the next in an
index that goes from one to seven-would increase per capita economic growth about 0.5 percent
of GDP.

The upper half of the table illustrates how successful the model is at explaining Haiti's per
capita income growth rate and how different economic growth would have been if Haiti had
adopted policies such as those adopted by some other countries. The second row reports Haiti's
actual rate of per capita income growth, and the next two rows present the model-predicted
growth rate of per capita income for the selected periods. The comparison reveals that the model
is successful at explaining per capita growth in the first two periods: actual and model-predicted

24 The model uses the specification originally presented by Barro (1991 and 1997) to estimate the determinants
of average per capita growth rates. The estimates reported in the lower half of the table are based on statistical
analysis of a cross-country panel. The predicted growth rates result from using the estimated parameters and
the actual values of the independent variables for each of the subperiods. The data used in the study are
updated from the original data set prepared by Summers and Heston (1991). The selection of the subperiods
was largely determined by the availability of data.

25 The analysis is based on the statistical results for the first two periods-first two columns in the lower half of
the table. The point estimates are based on averages of the parameter estimates for these periods.
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growth rates are close for 1965-75 and 1975-85. But the model is not very successful at
predicting per capita income growth in the period 1985-90. There, the actual per capita growth
rate was -1.7 percent, and the model-predicted growth rate was 1.4 percent. This difference
indicates that some factors critical to explaining actual growth performance during the period
have not been included in the model. Two strong factors that are missing in the model's
specification are low governance and political uncertainty in the transition from the dictatorship of
the Duvalier period to the current democracy.

Rows 5 to 7 present cross-country comparisons. For instance, if Haiti's initial conditions
had been the same as those of Dominican Republic, per capita income would have increased 0.2
percent annually in 1965-75 rather than fallen 0.6 percent, would have increased 2.5 percent in
1975-85 rather than only 0.8 percent, and would have increased 3.5 percent in 1985-90 rather
than fallen 1.7 percent. Also, if Haiti had the initial conditions of the average of the Latin America
and the Caribbean region, its per capita income would have increased 1.6 percent annually in
1965-75, 4.3 percent in 1975-85, and 3.4 percent in 1985-90.
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Table 1l. Real Growth Rate per Capita, 1965-90
(percent)

Indicator and estimated coefficient 1965-75 1975-85 1985-90

Growth rate per capita
Actual, as measured by Summers and Heston (1991) -0.59 0.78 -1.70
Estimated using Haitian state variablesa -0.38 -0.29 1.35
Estimated with schooling, life expectancy, fertility rate,

democracy index, and rule of law from
Costa Rica 2.00 5.33 4.12
Dominican Republic 0.18 2.47 3.47
Average of Latin American and Caribbean,b excluding 1.60 4.27 3.35

St. Kitts and Nevis and Belize
Estimated coefficient
Constant -0.03568 0.150483 0.493987
Log (GDP) -0.047679 -0.08863 -0.088759
Male schooling 0.008225 0.018173 0.008919
Life expectancy 0.1261 0.100474 -0.07498
Log (GDP)*male -0.022583 -0.033715 -0.009411
Log(fertility rate) -0.0153 -0.065274 -0.119526
Government cons. <<spell>> ratio -0.104687 -0.038028 -0.239226
Rule of law index 0.004662 0.005707 0.006828
Terms oftrade change 0.120481 0.180564 -0.030847
Democracy index 0.002682 0.00056 0.009145
Democracy index squared 0.0000977 0.00027 -0.001004
Inflation rate -0.030301 -0.013017 -0.00209

a. Change in the terms of trade is missing in 1965-75 and 1975-85 and included only in 1985-90.
b. Latin American and the Caribbean countries are Argentina, Bahamas, Barbados, Bolivia, Brazil, Chile,

Colombia, Costa Rica, Dominica, Dominican Republic, Ecuador, El Salvador, Grenada, Guatemala, Guyana, Haiti,
Honduras, Jamaica, Mexico, Panama, Paraguay, Peru, St. Lucia, St. Vincent, Suriname, Trinidad, Uruguay, and
Venezuela.
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