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BASIC SOCIOECONOMIC DATA

The basic socioeconomic data for Haiti is available on the Internet at the following
addresses:

http://ops.iadb.org/idbloans/
http://www.iadb.org/res/index.cfm?fuseaction=externallinks.countrydata
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English

Communal Section Assembly
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Section

Community-based organization
Community development plan
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Canadian International Development
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Department of Administration and
Finances
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United Nations

United Nations Development Programme

United Nations International Children’s
Emergency Fund

United States Agency for International
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World Health Organization

French
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ITSITC

IDB LOANS

APPROVED AS OF AUGUST 31, 2003

TOTAL APPROVED

DISBURSED
UNDISBURSED BALANCE
CANCELATIONS
PRINCIPAL COLLECTED

APPROVED BY FUND

ORDINARY CAPITAL
FUND FOR SPECIAL OPERATIONS
OTHER FUNDS

OUSTANDING DEBT BALANCE

ORDINARY CAPITAL
FUND FOR SPECIAL OPERATIONS
OTHER FUNDS
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AGRICULTURE AND FISHERY

INDUSTRY, TOURISM, SCIENCE AND TECHNOLOGY
ENERGY

TRANSPORTATION AND COMMUNICATIONS
EDUCATION

HEALTH AND SANITATION

ENVIRONMENT

URBAN DEVELOPMENT

SOCIAL INVESTMENT AND MICROENTERPRISE
REFORM AND PUBLIC SECTOR MODERNIZATION
EXPORT FINANCING

PREINVESTMENT AND OTHER

US$Thousand

748,636

586,535
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29,146
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0
742,304
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457,012

0
456,592
420

55,608
22,882
0
211,162
53,979
189,405
0

0
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Percent

78.34 %
21.65%

3.89%
17.30 %

0.00 %
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0.84 %

0.00 %
99.90 %
0.09 %

742 %
3.05%
0.00 %
28.20 %
7.21%
25.29 %
0.00 %
0.00 %
20.63 %
6.76 %
041 %
0.98 %

* Net of cancellations with monetary adjustments and export financing loan collections.



INTERAMERICAN DEVELOPMENT BANK
ITSITC

HAITI

STATUSOF LOANSIN EXECUTION
AS OF AUGUST 31, 2003

(Amount in US$ thousands)

APPROVAL NUMBER OF AMOUNT AMOUNT
PERIOD PROYECTS APPROVED* DISBURSED
REGULAR PROGRAM
Before 1997 2 77,000 60,915
1997 - 1998 4 145,900 0
TOTAL 6 $222,900 $60,915

% DISBURSED

79.11 %
0.00 %

27.33%

* Net of cancellations. Excludes export financing loans.
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Borrower:

Executing
agency:
Amount and
source:

Financial terms
and conditions:

Objectives:

Description:

LOCAL DEVELOPMENT PROGRAM
(HA-0079)

EXECUTIVE SUMMARY

Republic of Haiti
Fund for Social and Economic Assistance (FAES)

IDB (FSO): US$65.0 million

Local: US$ 7.2 million

Total: US$72.2 million

Amortization Period: 40 years

Grace Period: 10 years

Disbursement Period: 5 years

Interest Rate: 1% during the first 10 years and 2%
thereafter

Supervision and Inspection: 1%

Credit Fee: 0.5%

Currency: U.S. dollar, Single Currency Facility

The overall objective of the Program is to improve the quality of life
and income-generating capacities of the poorest and most
vulnerable segments of the population.

The specific objectives of the Program are to: (i) increase the
number of households with access to basic social services, and
expand social assistance to specific vulnerable population groups;
and (i1) increase and diversify the income of poor communities. To
succeed in those specific objectives, the Program will also aim at
strengthening the capacity of communities to plan, formulate and
manage projects, and improving the national capacity to foster
social and economic development at the local level.

To accomplish the stated objectives, the Program will finance
activities in the following three components: (i) social development
and assistance; (ii) productive and rural development; and (iii) local
governance and institutional development.

Component 1 will finance social development and assistance
projects for poor households and for specific vulnerable groups in
the following areas: education, water and sanitation, primary health
care, nutrition, assistance to children and adolescents at risk, and
other social projects. Projects on education, water and sanitation,
and primary health care will include management plans with
maintenance schemes, as well as training in technical, managerial
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Bank’s country
and sector
strategy:

and organizational skills for the beneficiaries. Nutrition projects and
projects providing assistance to children and adolescents at risk will
be executed through specialized organizations that possess advanced
methodologies, proven competency and established experience in
the field. (See paragraphs 2.4 - 2.12)

Component 2 will finance productive and rural development
projects aimed at increasing and diversifying the sources of income
in poor rural and peri-urban communities. Projects suitable for
financing will primarily derive from community development plans.
The component will also place special emphasis on sustainable
agriculture and environmental management as a critical force for
improving the basis for agriculture, nutrition and livelihood in rural
areas. (See paragraphs 2.13 —2.19)

Component 3 will finance technical and operational assistance
related to local governance and institutional development, which
represent two major pillars in social and economic development.
Technical assistance will serve to strengthen the capacity of
communities and local governments to identify, assign priority,
systematize and present their demands for services and support in
response to their basic needs, basically through the elaboration of
community development plans and the formulation of specific
project proposals (paragraph 2.21). In addition, the Program will
support FAES’s institutional capacity to finance projects, de-
concentrate its functions, and improve the effectiveness of targeting
towards the poorest and most vulnerable segments of the population
(paragraph 2.22). This component will also finance the evaluations
of the Program, including the impact evaluations (paragraphs 3.38 -
3.41). Finally, the Program will cover maintenance costs of
infrastructure projects under a set of special circumstances as
specified in the Manual of Operations, so as to secure the
sustainability of investments (paragraph 2.23).

The proposed Program is consistent with the Bank’s country
strategy in Haiti in that it will: (i) invest in human capital through
the provision of education, health and nutrition services in poor
communities; (ii) invest in social and economic infrastructures
through the use of specialized service providers and local labor;
(ii1) increase income and employment through local productive
initiatives; and (iv) promote community-based participation,
planning and governance, involving communities, local
governments, civil society and line ministries.

The new transitional strategy of the Bank in Haiti regards the
proposed Program as a key operation. The Program will
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complement, and its preparation was coordinated with other Bank
programs in execution or preparation in Haiti (see Annex III).

In addition, the Program is in line with the Eight Replenishment
mandate of the Bank, which emphasizes social investment funds
(SIFs) as a way of addressing critical poverty problems. At the same
time, the Bank’s experience shows that greater sustainability of SIFs
can only be reached if: (i) local participation throughout the project
cycle is reinforced, particularly as regards to community planning
and the maintenance of infrastructure; (ii) inter-institutional
collaboration with line ministries is strengthened; and (iii) sound
monitoring and evaluation activities are implemented. In addition, a
planning of investments in the priority areas according to targeting
tools, intense promotion and technical assistance to poor
communities are necessary in order to counterbalance the dynamic
of demand-driven investments.

Coordination During the preparation of the Program, the Bank’s project team
with other held working sessions with various international agencies involved
multilateral in the social sectors in Haiti, such as CIDA, GTZ, USAID, and
development diverse agencies of the United Nations (see paragraph 1.32).
institutions:

In addition, the Bank is regarding the potential of synergies on the
productive development component with the Program to Support
Productive Initiatives (PAIP), which is financed by the
International Fund for Agricultural Development (IFAD) and
executed by FAES. The Program and PAIP Program will share
institutional and operational schemes.

Finally, it is recommended the selection of the United Nations
International Children’s Emergency Fund (UNICEF) to implement
an integrated project to assist children and adolescents at risk (see
paragraphs 2.9, 2.11 and 3.31).

Environmental The Program will adopt a broad participatory approach, supporting

and social communities to elaborate development plans, identify and

review: formulate their project priorities, and engage fully in project
implementation and management. The methodologies to be adopted
in FAES are built on a set of experiences that have been validated
by various international development organizations in eight
communes in the country, and further distilled for the Manual of
Operations of the Program to ensure full applicability. In addition,
the Program places special emphasis in mainstreaming gender
approaches (see paragraph 4.9).

No significant adverse environmental impacts are envisaged. Projects
will generally be of small scale and will be required the necessary
provisions to avoid or mitigate potential negative impacts on the
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Benefits:

Risks:

Special
contractual
clauses:

environment. The Manual of Operations includes various
environmental criteria and requirements (see paragraph 4.10). In
addition, Component 2 is particularly responsive to the poverty-
environmental links in Haiti and, therefore, supports sustainable
agriculture and environmental protection activities, among others.

The main benefit of the Program is the anticipated positive impact
on the living conditions and income capacities of the beneficiary
population, and in the general environmental quality in the
beneficiary communities. Among the beneficiary population,
women, children and the rural poor will be prioritized. It is
anticipated that women and children will constitute a large majority
of the beneficiaries of social assistance projects. Productive and
rural development projects will benefit many self-motivated
productive groups and communities. Furthermore, the Program will
consolidate a new participatory model for local development,
allowing communities to plan, prioritize and channel social and
economic investments.

The sustainability of the impacts generated under this Program
could be threatened by a lack of coordination between FAES and
line ministries. This risk is minimized by the ongoing establishment
of formal working groups, and the Program’s requirement that inter-
agency agreements are updated. Furthermore, the tendency to
respond to demand may perpetuate FAES’s concentration of
activities in the least remote communes or in those with greater
project generating capacity. The Program has mechanisms designed
to ensure pre-allocation of resources to the most needy communes,
and to support project planning and formulation in the poorest and
weaker communities.

Prior to the first disbursement, the Government of Haiti and FAES
shall sign an agreement that stipulates the transfer of loan resources
to FAES and the commitment of FAES to assume the obligations as
executing agency, among other relevant provisions (paragraph 3.1).

Prior to the first disbursement, the Manual of Operations of the
Program, previously agreed upon with the Bank, shall be approved
by FAES’s Board of Directors (paragraph 3.22).

Prior to the financing of activities under a specific sector in
Component 1, FAES shall present to the Bank the updated
interagency agreement with the pertinent ministry or agency
governing the sector (i.e. education; health; and potable water)
(paragraph 3.18).

Prior to the disbursement of resources for an integrated project
providing assistance to children and adolescents at risk under
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Poverty-
targeting and
social equity

classification:

Exceptions to
Bank policy:

Procurement:

UNICEF’s co-execution, FAES shall submit to the Bank the
evidence of an agreement with UNICEF (paragraph 3.31).

Prior to disbursements to finance investments under components 1
and 2, FAES shall hire at least 10 new core professionals across its
departments, as needed to initiate activities (paragraph 3.13).

This operation qualifies as a social equity enhancing project (SEQ),
as described in the indicative targets mandated by the Bank’s Eighth
Replenishment (document AB-1704). Furthermore, this operation
qualifies as a poverty targeted investment (PTI).

Given the extremely weak fiscal stance of the Government of Haiti
and the fact that impoverished communities are often unable to
mobilize the financial resources necessary to maintain service
delivery, the loan will finance maintenance and recurrent costs
when deemed necessary, making an exception to the Bank’s policy
on maintenance (OP-707) and to the Bank’s recurrent cost financing
guidelines that specify that project financing of recurrent costs
should decrease over the life of the Program (AB-1704).

See procurement below.

Acquisition of goods and related services, and contracting of civil
works financed with the project resources will be subject to Bank’s
procurement procedures and policies. International public bidding
will be required for works that are equal or exceed US$1,000,000;
for the acquisition of goods and related services when equal or
exceeds US$200,000; and for consulting services that are equal or
exceed US$200,000.

All procurement below these limits will be done following national
legislation and, in view of particular needs of the Program, the
Government of Haiti and the Bank may mutually establish specific
conditions and procedures, provided they are consistent with the
Bank’s procurement procedures and policies.

As an exception to the international public bidding procedure and in
accordance with the criteria established in the Bank’s Procurement
Manual (GS-403), FAES could directly contract the services of
UNICEF to implement an integrated project providing assistance to
children and adolescents at risk (see paragraphs 2.9 and 2.11). The
direct contracting of UNICEF is recommended on the basis of
technical and institutional comparative advantages (see paragraph
3.31).
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1.2

1.3

1.4

I. BACKGROUND

General description of Haiti

The Republic of Haiti, located in the Caribbean region, extends over 27,750 km?
and has a population of about 8 million people. It is a mountainous country with a
very variable climate. Haiti is the poorest country in the Western Hemisphere and
one of the poorest countries in the world. Most of its population and sources of
livelihood are rural. The country is administratively organized into 9 departments,
133 communes (municipalities) and 564 communal sections. The demographic
structure indicates a young population (40% of the population is below age 15).
These geographic and socio-economic features shape the options for
development.

In Haiti, about 65% of the population and 80% of the rural population live below
the absolute poverty line (US$1 per day). Half the population is undernourished.
The country ranked 150 of 175 countries in the 2003 United Nations (UN) Human
Development Report. In fact, life expectancy at birth is below 50 years, adult
illiteracy rate at age 15 and above is around 50%, and more than half the
population lacks appropriate access to water. The gaps that need to be filled to
reach the Millennium Development Goals (MDG) are wide.

Haiti’s Gross Domestic Product (GDP) per capita (US$461 in fiscal year 2000-
01) is less than 10% of the Latin American and Caribbean (LAC) average.
Despite a relatively modest population growth rate (1.9%)' compared to other
countries with similar GDP per capita, Haiti has experienced negative per capita
GDP growth averaging —2.5% in the last decade.

Population’s access to basic social services

Education. More than 50% of the population in Haiti cannot read or write (by
comparison, the average illiteracy rate in LAC is 15%). Gross enrollment in
primary education is just above 50% at the national level and 30% in rural areas
(without any significant differences between boys and girls), compared to a LAC
average of over 105%. The vast majority of the education services are provided
by the private sector (over 80% of schools are private). While public spending on
education totals 2.5% of GDP and is biased towards urban areas, private spending
is estimated to be 5 times greater. Even poor households allocate a
disproportionate amount of their income to education expenditures (15%). In
remote rural areas, where net and gross enrollments are dramatically low, access
to public primary schools is very scarce. In these areas, the unsatisfied demand for
public basic education services is large for two reasons: (i) private costs of
education (mainly fees) are considerably lower for children attending public
schools than private schools; and (ii) quality of public schools is on average better

1

In part due to emigration flows.
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than that of most private schools. Publicly subsidized private education services
basically do not exist.

Water and sanitation. Access to safe water is extremely low (less than 50%,
both in urban and rural areas), leading to a high prevalence of infectious diseases.
Access to sanitation is 27%, which is significantly below the Latin American
average of 71%. A large portion of the population lacks access to pit latrines and
is thus exposed to water pollution and related diseases. In response to the
insufficient and unreliable services provided by the centralized structure of public
water supply and sanitation, donors and non-governmental organizations (NGOs)
have created a wide spectrum of collaborative arrangements. Nevertheless these
tend to ignore cost recovery mechanisms to ensure sustainability.

Health. Health conditions in Haiti are among the poorest in the world. Life
expectancy is 49 years, compared to a regional average of 70. Maternal and infant
mortality rates are extremely high: maternal mortality is around 523 per 100,000
live births and infant mortality is about 80 per 1,000 live births. The health status
and burden of disease have deteriorated in recent years, particularly due to the
increasing prevalence of HIV/AIDS. The principal causes of death for children
aged 1 to 5 are diarrhea (37%) and malnutrition (32%). Only about half the
population has access to health services and the quality is generally poor. Physical
infrastructure is dilapidated due to the low level of investments and the inadequate
or absent maintenance of existing installations. Shortages of essential drugs and
equipment further hamper the provision of services. Expenditures are inadequate
— together, public and private spending totals US$21 per capita compared to
US$38 in Sub-Saharan Africa and US$202 in LAC. About 40% of the per capita
spending on services and drugs is private. Health services in Haiti are provided
through 650 health facilities, 30% of which are public and most of which are
located in urban areas. NGOs provide 70% of health services in rural areas, and
the coordinating and supervisory role of the Ministry of Public Health and
Population (MSPP) is weak. However, as a strategy to confront these institutional
weaknesses, the MSPP has set out to restructure the country’s health facilities into
networks of locally integrated public and private health systems.

Vulnerable groups and social exclusion. Among the most vulnerable groups in
Haiti are the children and adolescents who either: (i) work as unpaid domestic
servants, known as restaveks; (ii) depend on the streets for survival; or (iii) fall
victim to international networks of human traffickers. There may be as many as
250,000 children working as unpaid child servants, 80% of whom are girls.
Households where children are placed seldom uphold the agreement with the
child’s biological parents to provide nutrition and schooling. Although
widespread, there are no reliable estimates on the number of street children in
Haiti. At least 2,000 children are every year victims of trafficking into the
Dominican Republic, where they are used as prostitutes, beggars, shoe-cleaners,
agricultural workers, and domestic servants. All three groups are exposed to
violence, labor and sexual exploitation, and HIV infection. There are no formal
governmental programs to protect these children, which generally lack access to
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basic health, education and proper nutrition. The only major initiative to reach out
to these marginalized groups is spearheaded by the United Nations International
Children’s Emergency Fund (UNICEF) and its network of local NGOs.

Poverty and development in rural areas

Although poverty affects the entire country, it is more accentuated in rural areas,
where over 65% of the population lives, and where the average income is below
USS$100 per year. Living conditions in rural areas are particularly harsh because
of the absence, low quality or lack of access to basic social services, as well as the
lack of basic infrastructure, the geographic isolation and the levels of socio-
political exclusion.

Rural people depend largely on a depleted agricultural sector for subsistence. The
productive potential of land is low due to environmental degradation, the
mountainous geography, limited availability of agricultural land, and deficient
technical assistance. Income sources are restricted. Productive associations have
weak organizational, technical and financial capacities.

In rural areas, income is derived from different activities. Agricultural production
(crops and livestock) is the most important livelihood activity. It varies across
geographical areas, households and the availability of agricultural land. In the
smallest farm holdings, the main activities among men are agriculture, artisan
work and services. Women are frequently engaged in small-scale commerce,
which many consider their critical income source, yet they also devote significant
time and efforts to farming. Rural women largely suffer the poorest living
conditions, and diverse factors impair their productive and income activities, such
as poor infrastructure, limited access to credit and training, disproportionate land
access insecurity, and overall gender inequalities. Female heads-of-household
manage about a third of farm holdings. Moreover, the high levels of maternal
malnutrition are the result of social exclusion, food insecurity and the short
interval between pregnancies. The most vulnerable rural groups are frequently
engaged in remunerated work as their livelihood base, such as in agriculture and
transport. An additional income source among the rural poor is the temporary
migration to more economically dynamic areas such as Port-au-Prince and the
Dominican Republic.

Haiti has a significant food deficit. Average food needs in cereal equivalent (CE)
are about 240 kg per person annually. On these premises, global food needs in the
country are estimated at 1,9 million tones CE annually. The average national
production is about 730,000 tones CE annually, which accounts for about 38% of
national needs. Commercial imports and food aid represent around 24% of the
national needs (300,000 and 150,000 tones CE, respectively). Consequently, there
is a deficit of about 700,000 tones CE annually, which represents more than 35%
of the national food needs. As a result, an important part of the population has a
food consumption level below average needs, as food security and nutrition
indicators already suggest. Therefore, investments in agricultural production and
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environmental protection are required to address the urgent food security and
nutrition needs in the country, particularly in rural areas.

Local development and community planning

Local development has evolved in conceptual and practical terms into a process
fully rooted in community participation, from planning to project management.
Development experiences reveal that community participation is indispensable for
the success and sustainability of projects. The Government of Haiti (GOH) is
currently engaging in a participatory approach to local development, and has
already prepared and endorsed a participatory methodology based on their
experiences and on those of international donors in the country.

Social investment funds (SIFs) worldwide are often accustomed to a purely
“demand-driven” approach, consisting in the appraisal and financing of projects
submitted by any public institution, NGO or community-based organization
(CBO) without necessarily requiring much reference to priorities determined by
the beneficiary community itself. This approach has proved to be efficient and has
produced some social benefits, yet not always in accordance with the priority
needs of the beneficiary population and its poorest segments. It also neglects the
importance of systematically inserting community planning in the project cycle.

Community planning provides an improved approach to local development,
enhancing democracy and local engagement in the development process. It is a
critical instrument for identifying and assigning priority to local projects, which
could then be submitted to, or addressed by the myriad of international, public
and NGOs interested in local development. Community participatory planning
relies on adequate and practical methodologies, as well as specialized guidance, in
order to ensure the democratic, autonomous and well-targeted deliberation of
local collectivities. The main actors are community representatives, who are only
those individuals whose livelihood relies significantly on the territory of the
represented community. In addition, local governments should play a supporting
role; in the case of Haiti, that would include municipalities, Communal Section
Assemblies (ASECs), Administrative Councils of the Communal Section
(CASEC:s), and other élus locaux (local leaders).

The Fund for Social and Economic Assistance (FAES)

The Fund for Social and Economic Assistance (FAES) is the primary and most
active governmental agency to foster anti-poverty efforts in Haiti. It was created
by Presidential Decree in June 1990 and placed under the oversight of the
Ministry of the Economy and Finances. It is an administratively and financially
autonomous institution that engages in the financing, but not in the
implementation, of small-scale projects designed to provide low-income
communities, both urban and rural, with basic social and economic infrastructure,
and social services. Given the weaknesses of line ministries, the GOH relies
significantly on FAES for executing small social and economic projects targeting
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the poor and reaching the most remote communities. In the last decade, FAES
received financing from the Bank, The World Bank, the UN and the Italian
Cooperation, among others.

FAES channels investment resources in response to demands from public sector
institutions (central and local), NGOs and CBOs, after due technical appraisal.
For project implementation, FAES contracts diverse specialized service providers
(SSPs), which may consist of individual contractors, private firms, appropriate
non-profit organizations, and international development institutions. FAES relies
on the professionalism of its staff, the operative versatility in place, and the
accumulated experience to address pressing social and economic demands of poor
communities across the country in reasonable time and ensuring minimum
standards of quality.

FAES’s targeting performance can be deemed satisfactory but should be
strengthened. Despite deficient transportation infrastructure in most of the
country, lack of regional offices and the absence of an adequate targeting
mechanism, FAES succeeded in concentrating more than 40% of the resources of
the Bank’s loan 983/SF-HA in the 4 poorest departments. FAES’s targeting
mechanism needs to be strengthened by using the intermediate Poverty Map, and
by improving this map with data from the 2002 national population census. The
use of the intermediate Poverty Map will come at no cost for FAES, and will
allow FAES to better channel resources towards the poorest communes and
communities within communal sections.

FAES’s financing of social infrastructure (primarily education and potable water)
represented more than 70% of its total investments under the 983/SF-HA loan
(Table I-1). These investments increased the access to basic social services but
encountered sustainability problems. Although coordination with line ministries
was intended to ensure service provision, the implementation of maintenance
plans by communities or line ministries was often inadequate. In the potable water
sector, infrastructure investments met required technical standards but provided
limited technical training for local management committees, follow-up activities,
maintenance plans, and enforcement of financing arrangements for service
provision (e.g. service fee charges). In summary, FAES needs to improve
maintenance plans, inter-institutional arrangements, community training,
technical supervision, and follow-up activities to allow sustainability of the
benefits provided by social infrastructure investments.’

This evidence is drawn from the following reports: “Ebauche de rapport préliminaire d'évaluation du
programme de financement d'infrastructure et d'équipement scolaires - FAES II” (Charles Tardieu,
2003); “Evaluation report for a new phase of FAES” (Michael Olivier, 2001); “Technical project
auditing” (Aissata Traoré, 1999); and “Social evaluation of FAES” (Calixte Clérisme et al., 1998). In
addition, the project team conducted field visits to different communities in the western and southern
areas of the country in July 2003. A new assessment of investments in the water sector is currently
under way to strengthen FAES’s future investments.
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Table I-1. Number of projects financed under the 983/SF-HA loan

Education | Health | Potable water | Sanitation | Transport | Agriculture

Infrastructure 143 5 103 1 2 42
Social assistance 54 30 - - - -
TOTAL 197 35 103 1 2 42

During the past five years, FAES also financed economic infrastructure projects
in agriculture and transportation (see Table I-1). FAES is further expanding its
activities in the rural economic sector through the Program to Support Productive
Initiatives (PAIP Program), which is financed by the International Fund for
Agricultural Development (IFAD).

To strengthen community participation and enhance the impact and sustainability
of investments, FAES is adopting a participatory planning methodology based on
the experience developed during a pilot program financed under the 983/SF-HA
loan, as well as on lessons learned from participatory planning initiatives
undertaken by various donors in recent years. This methodology is already
available and is endorsed by the GOH, which collaborated in its development.
Moreover, FAES is committed to increasing the share of projects for CBOs in its
investment portfolio by gradually expanding the participatory methodology.

Social investment funds (SIFs): lessons learned 3

The Bank’s experience shows that greater sustainability of SIFs can only be
reached if: (i) local participation throughout the project cycle is reinforced,
particularly as regards maintenance; (ii) inter-institutional collaboration with line
ministries is strengthened; and (ii1) sound monitoring and evaluation activities are
implemented. In addition, a planning of investments in the priority areas
according to targeting tools, and intense promotion and technical assistance to
poor communities are necessary in order to counterbalance the dynamic of
demand-driven investments. Finally, the experience of SIFs with productive
projects implemented through a top-down approach and consisting on the mere
distribution of inputs does not produce enduring impacts, notably due to the lack
of adequate planning, technical assistance, and ownership by the beneficiaries.

The assessment of SIFs suggests that FAES needs to enhance the sustainability of
projects in order to improve the development impact of its interventions.
Accordingly, the Program will strengthen the technical and administrative
procedures for the identification, feasibility analysis, approval and execution of
projects. In addition, it will require that projects develop financially and
technically sound maintenance plans and service provision arrangements on the
basis of shared financial and institutional responsibilities between FAES, sectoral
governmental agencies, local governments and community organizations. Finally,
special emphasis will be placed on strengthening: (i) community participation at

For further details see Note on Social Investment Funds: The IDB experience and proposed guidelines
for future support (2002).
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all stages of the project cycle; (i) community training plans to operate and
maintain works; and (iii) supervision (including compliance with maintenance
schemes and service provision agreements), monitoring and evaluation.

In addition, the Bank’s experience with SIFs shows that, in order to channel
resources towards poor communities and increase their welfare impacts, active
steps should be taken to improve pre-allocation of financial resources to priority
areas and sectors, and strengthen local capacity and participation. The Program
will use the intermediate Poverty Map elaborated by the GOH to plan investments
and guide promotion, participation and training activities. In addition, the gradual
de-concentration of promotion and supervision activities to regional offices or
specialized organizations should enhance FAES’s targeting and impact
performance.

Country’s social and economic development strategies

A major tenet of the GOH’s social sector strategies is achieving sustainable
development with better standards of living for the population. For example, the
MSPP has formulated a Plan of Priority Health Actions aimed at increasing the
delivery of basic health services through the existing network of community
health councils (UCS). Similarly, the Ministry of Education (MENIJS)
emphasizes, in its National Plan for Education and Training, which enjoys Bank’s
support, the importance of expanding access to basic education in depressed areas
by building, repairing and expanding schools. Furthermore, the national potable
water agency (SNEP) aims to improve water access in poor communities while
minimizing adverse environmental effects.

Within this framework, FAES catalyses government development activities,
rapidly responding with the provision of basic services to the poorest segments of
the population. In addition, FAES is the only government agency seeking to
systematically promote local participation in planning and project management.

Bank’s strategy in Haiti

The overarching goal of the Bank’s strategy in Haiti is poverty reduction,
emphasizing: (i) investments in human capital to improve the standards of living
and increase the opportunities of the population to participate in economic
growth; and (i) private sector development to increase employment opportunities,
the provision of critical infrastructures and the supply of basic services. In
addition, the new transitional strategy under preparation introduces the issue of
governance as an essential element of the Bank’s interventions in the country.

The proposed Program is consistent with the Bank’s country strategy in that it
will: (i) invest in human capital through the provision of education, health and
nutrition services in poor communities; (ii) invest in social and economic
infrastructures through the use of SSPs and local labor; (ii1) increase income and
employment through local productive initiatives; and (iv) promote community-
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based participation, planning and governance, involving communities, local
governments, civil society and line ministries. In addition, the Program is in line
with the Eight Replenishment mandate of the Bank, which emphasizes SIFs as a
way of addressing critical poverty problems, stating that “the harshest aspects of
poverty can be mitigated through social investment funds and targeted assistance
programs that offer protection for the most vulnerable segments of the
population”. Finally, the new transitional strategy of the Bank in Haiti regards the
proposed Program as a key operation.

A number of Bank programs in execution and/or preparation in Haiti are related
directly or indirectly to the target population or investment sectors of this
Program: Organization and Rationalization of the Health Sector (1009/SF-HA);
Basic Education Project (1016/SF-HA); Potable Water and Sanitation Sector
Reform (1010/SF-HA); Basic Infrastructure Program (HA-0093); and
Agricultural Intensification Program (HA-0016). The proposed Program will
complement these other loans (Annex III).

Program’s strategy and justification 4

Haiti needs to increase access and utilization of basic social services by the
poorest segments of the population and improve the whole set of indicators
related to the MDGs. For this purpose, FAES has been already successful in three
major aspects: (i) an unmatched inter-sectoral executing capacity within the
country in terms of number of projects funded; (ii) an ability to work in
coordination with central and local government authorities, and with civil society
and community organizations; and (iii) the introduction of a model of financing
and delivering social infrastructure and services through private or specialized
service providers. Furthermore, the Program will pay special attention to the
lessons learned in SIFs (see paragraphs 1.21-1.23).

Greater emphasis is needed on integrated investments and participatory
approaches at the community level to maximize the impact of interventions. Up to
now, project identification has rarely been part of a community micro-planning
exercise. The Program will support the gradual introduction of simple
participatory planning instruments in accordance with the methodology endorsed
by the GOH. Additionally it will promote social auditing as part of the monitoring
and evaluation process.

To enhance the sustainability of social infrastructure projects and the population’s
access to basic social services, income generation capacities of communities need
to be improved. Consequently, the Program will support initiatives to raise and
diversify income sources, particularly among the rural poor.

The frame of reference described in previous sections, the partial assessments of the Program 983/SF-
HA, and the lessons learned by the Bank in similar operations shape the design of the proposed
Program. This section provides a summary of key considerations and actions for the Program.
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Donor coordination

During the preparation of the Program, the Bank’s project team held working
sessions with various international agencies involved in the social sectors in Haiti:
Canadian International Development Agency (CIDA), German Agency for
Technical Cooperation (GTZ), United Nations Development Programme
(UNDP), UNICEF, United States Agency for International Development
(USAID), World Food Programme (WFP), and World Vision, among others.
These sessions facilitated the exchange of information and laid the foundation for
continuous coordination in the various areas of FAES’s interventions.
Furthermore, these meetings allowed for the identification of existing intervention
methodologies that have proven to be effective in addressing some of the
country’s social problems, and upon which FAES can build.

The Bank is regarding the potential of synergies with the PAIP Program, which is
financed by IFAD and executed by FAES, on productive development. The
Program and PAIP Program will share institutional and operational schemes. That
will represent a novel collaboration of international donors in Haiti and may set
the grounds for further donor coordination under the government framework for a
common poverty reduction goal.
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II. PROGRAM DESCRIPTION

Objective

The overall objective of the Program is to improve the quality of life and income-
generating capacities of the poorest and most vulnerable segments of the
population.

The specific objectives of the Program are to: (i) increase the number of
households with access to basic social services, and expand social assistance to
specific vulnerable population groups; and (i1) increase and diversify the income
of poor communities. To succeed in those specific objectives, the Program will
also aim at strengthening the capacity of communities to plan, formulate and
manage projects, and improving the national capacity to foster social and
economic development at the local level. Indicators of expected impact are shown
in Box II-1 and in the Logical Framework (Annex I).

Box lI-1. Selected indicators of expected impact

* 400,000 beneficiaries from the three bottom quintiles of the community distribution
have at least one fewer Unmet Basic Need.

* Consumption among beneficiary households of small and micro productive projects
increases by 6% with respect to the control group and the base year.

* Atleast 70% of economic and productive projects profitable and continuing to
function one year after technical assistance has stopped.

* In the beneficiary communities, compared to the control group, a statistically
significant improvement in the following indicators will be verified: (i) infant mortality
rates; (ii) primary school enrollment; (iii) incidence of water-born diseases; and (iv)
malnutrition rates among children 0-5 year old. All data will be disaggregated by sex
and by urban-rural location.

Structure and contents

To accomplish the stated objectives, the Program will finance activities in the
following three components: (i) social development and assistance; (ii) productive
and rural development; and (ii1) local governance and institutional development.

1. Component 1. Social development and assistance (US$37 million)

This Component will finance social development and assistance projects for poor
households and for specific vulnerable groups in the following areas:
(1) education; (ii) water and sanitation; (iii) primary health care; (iv) nutrition;
(v) assistance to children and adolescents at risk; and (vi) other social projects.

Education. This line of projects includes: (i) construction and rehabilitation of
pre-primary and primary school infrastructure, including school refectories,
school playgrounds, water installations and sanitary equipment; (ii) school
equipment for primary and pre-primary schools and school refectories; and
(ii1) the provision of teaching, pedagogical, and school library materials.
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Water and sanitation. This line of projects includes basic water and sanitation
projects — tailored to the population density and geomorphologic features — and
related training and maintenance activities. In particular, the Program will finance
water supply projects, including the construction, expansion and rehabilitation of
residential distribution systems (such as rainwater collection systems, community
connections, and public taps systems). In addition, the Program will finance
sanitation projects, such as: household and community latrines; solid waste
collection, recycling, and adequate disposal; and organic composting initiatives
with sanitation and agricultural purposes.

Primary health care. Projects in this sector may finance the following:
(1) rehabilitation, construction, expansion and equipment of primary health care
centers with maternity beds in poor communities, providing an estimated 90%
preventive and 10% curative care; (i) provision of basic medical supplies,
emphasizing mother and baby packages in accordance with MSPP guidelines;
(ii1) provision of medical supplies for reproductive health services, stressing
prevention and control of HIV/AIDS and sexually transmitted diseases (STDs);
and (iv) training in maintenance. As regards health services provided through the
centers constructed or rehabilitated through the Program, FAES will enter into
agreements with the MSPP. These agreements will stipulate either that: (i) the
MSPP will finance the service; or that (ii)) FAES will finance for a predetermined
period the private provision of services (selected in coordination with the MSPP)
with the stipulation that the MSPP will take on the financial responsibility
thereafter.

Nutrition. The Program will finance nutrition activities intended to: (i) educate
families about care and feeding practices, emphasizing adequate nutrition for
pregnant women and children; (ii) promote and support exclusive breast feeding
for the first 6 months of life; (iii) deliver vital micronutrients and supplementary
feeding to children under five and lactating and pregnant women; and (iv) provide
school nutrition packages, including food supplements, micro-nutrients, de-
worming, and education on hygiene.

Assistance to children and adolescents at risk. The Program will finance
integrated projects offering social services to the most vulnerable children,
including street children, children that are victims of human trafficking, and
children kept as unpaid domestic servants (paragraph 1.7). The projects will
support the prevention, rehabilitation and social reintegration of these high-risk
groups. Health services will be given priority, and will include general and
reproductive health services, HIV/AIDS and STD education and treatment, as
well as psychological attention. Other activities may include the provision of non-
formal education and life skills training, cultural activities, and family
sensitization.

Other social projects. Other types of projects besides those described above will
also be eligible for financing under the Program, provided that FAES submits to
the Bank for approval the specific criteria for their eligibility, selection and
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supervision. The criteria will be based on experiences with a proven success
record evaluated by FAES, in coordination with the agency governing the
respective sector. The Program will not finance infrastructure primarily used for
religious, political or law enforcement purposes, and related activities.

The formulation, appraisal and execution of social development and assistance
projects will follow two main modalities. Education, water and sanitation, and
primary health care projects will be required to: (i) derive from a community
development plan, or clearly demonstrate consistency with community priorities
through a social validation process; (i1) contain a management plan for the
operation and maintenance of investments, stipulating the sharing of financial and
institutional responsibilities between FAES, sector government agencies, local
governments, and community organizations; and (iii) include activities to support
beneficiary communities in technical, managerial and organizational skills, in
order to ensure operation and maintenance. Nutrition projects and the project for
children and adolescents at risk will be executed through major specialized
organizations. In the case of nutrition projects, thi