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Haiti after the Earthquake: 

A Vision for Haitian Growth and Recovery 

Manchester Trade is pleased to circulate for your consideration, a vision for Haitian reconstruction and development.

The initiative is intended to be used as an in input to the economic reconstruction discussion process currently underway.  

We strongly support prompt passage of legislation to extend CBPTA and to improve the HOPE provisions as a preliminary palliative measure.  However, an economy-wide program must be instituted which goes well beyond textiles.  

This Strategy Memo argues that the vision for Haiti’s development must be based on trade and infrastructure support. Modern infrastructure, combined with Haiti’s existing work force and a duty-free environment, are key facets which would drive economic growth for the island.  By focusing development efforts on the commercial potential of Haiti, we believe Haiti could become the workshop for the hemisphere and possibly for Europe.  Such a step would not only be in the interest of Haitian reconstruction but would enable Haitian neighbors, including the United States, to better compete with Far East competitors.

We specifically argue that any assistance for Haiti include a distinct infrastructure component.  Funding for this initiative should be determined base on Haitian needs—not on what is left for such activities after humanitarian and human development programs are stripped out.  Although there should be done on an international level with each donor assuming the appropriate burden, there must be a master plan to assure an modern infrastructure network is in place. 

We would be interested in your views on this approach as we contemplate next steps.
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Haiti after the Earthquake: 

A Vision for Haitian Growth and Recovery 

· the workshop for finishing hemispheric and third country components
· a hemispheric export Platform capable of competing with china 

· duty free entry available for Haitian exports with minimal formalities

· duty elimination allowing the whole country to be an export processing zone
· Special Tax Incentives for private investments into haiti 

· a seamless 21st century infrastructure
I. WHAT TO DO:

1. The United States leads in the establishment of an Infrastructure Fund for Haitian Economic Development to finance required infrastructure for Haiti to become a world class manufacturing center.  The fund can also compensate Haiti for loss customs revenue from making the whole country into an export processing zone.  Although each donor would have their own responsibilities, the Haitian Government would supervise a master plan.  World Bank procedures will be followed to guard against corruption.    
2. International community agrees on trade preferences for Haiti (and possibly sub-Saharan Africa (SSA) countries) under which all imports from Haiti enter duty-free provided the product incorporates at least fifteen percent Haitian value-added.  The US would transform current concessions for Haiti under the Hemispheric Opportunity through Partnership Encouragement Act (HOPE), Caribbean Basin Trade Partnership Act (CBTPA) and Dominican Republic - Central American Free Trade Agreement (DR-CAFTA) provisions into a simple comprehensive preference program with a minimum of formalities for entry.

3. Haiti would become a manufacturing paradise following the example of Hong Kong, Singapore and Mauritius by eliminating import duties.  This would not only eliminate costly and often corrupt practices at the border but would also reduce prices to consumers thereby increasing the purchasing power of Haitian workers and their families.  
4. Countries develop investment incentives perhaps modeled after the US 936 laws which exempts corporate income from taxation until repatriated back to the US.  Countries could also follow the US government/business lead in promoting Haitian imports through such programs as matching third country purchases of garments with purchases from Haiti.
II. INTRODUCTION

Haiti’s recent catastrophe has brought the country to the forefront of the international policy, aid and development agenda.  While the devastation is regrettable, a new opportunity is presented to the international community and Haiti.  Like sub-Saharan Africa (SSA), Haiti is entrenched concerted aid, trade and incentive program to help our neighbor.  Haiti’s potential, with its strong and able workforce, its regional proximity, and its historical relationships to the U.S. and her neighbors, must be captured.  Haiti can be rebuilt to support its own population, and the commercial activity of her neighbors; Haiti can become a world-class, export processing zone supplying its population with employment and our commerce with competitive, and nearby labor and excellence.  Development programs must be focused on ensuring Haiti’s potential is met. 

Some may question how realistic is this vision given the current levels of devastation and daily emerging pandemics.  Destruction, whether wrought by war or a natural disaster, calls for a comprehensive approach to reconstruction.  Over the last 75 years, there have been some notable examples of such recovery.  Three striking examples are Germany at the end of World War II, South Korea in the aftermath of the Korean War, and Vietnam following the Vietnam War.  Although many specifics in each of these situations differ, two vital and common elements emerge: 

A) Trade became the engine of growth; and
B) Rebuilding and upgrading infrastructure was a priority.  

The proposal below to implement the Vision for Haiti is based on the same 

The program envisioned for Haiti may serve, even, as a pilot for our aid and assistance programs to our partners in sub-Saharan Africa, who suffer many of the same challenges. Like Haiti, single initiatives, no matter how promising or sincere, (such as the US African Growth and Opportunity (AGOA) program and the EU’s Everything But Arms Initiative) are not working due to the absence of a concerted approach.  

III. THE PROPOSAL 
The basic proposal in the paper is that Haiti emulate a number of entities, particularly Hong Kong, Singapore and most recently Mauritius by eliminating duties on imports, the international community provide duty free access for Haitian imports, there be sufficient international commitment for the establishment within Haiti of a world class infrastructure, and donor countries complement their assistance with investment incentives for their national investors in Haiti.  Although there must be other elements to this rebuilding, these factors should be treated a separate component with full assistance and not be lumped with the others.

No one of these components alone could propel Haiti forward--market access without world-class infrastructure would not be transformational.  This is what happened when HOPE was enacted which was only limited apparel and did not have accompanying measures.  However, as a group these measures can create a prosperous world class competitive country.  
1. Market Access: The Presidents of the three countries most committed to Haiti—Obama (US), Chirac (France) and Lula (Brazil), must work together to replace current duty-free schemes with ones that are uniform among donors, comprehensive and simple to administer would go a long way towards promoting investment in Haiti.  Currently. such schemes, where they exist, are complicated by excessive paperwork requirements, complicated origin rules, insecurity about the continuation of concessions and delayed staging of duty reductions.  Fast growing advanced developing countries, of which Brazil is the most important potential market for Haiti, are not yet committed to provide Haiti, duty-free treatment.  Haiti could work with its sister republic on Hispaniola, the Dominican Republic, which needs a low-wage partner. y.    
This paper suggests international efforts by donors to provide duty-free treatment for all   Haitian products.  There would be a minimum of import formalities with the only prerequisite being a minimum of 15 percent Haitian value-added being incorporated in the product.   
For the United States, this would mean combining duty-free provisions for Haiti currently contained in CBPTA, HOPE and DR-CAFTA into a single simple comprehensive program. Duty-free entry would require Haiti to contribute no less than 15 percent of the value-added   of a product for the product to qualify for duty-free entry into the United States.
2.
Capacity-building and Infrastructure: An Infrastructure Fund for Haitian Economic Development should be established.  The size of the fund will be determined by World Bank and Haitian agreement on what is necessary for 21st century communication, airport, road, port, water and power facilities.  The figure will not be determined by what is left in the package after assistance and human developments are factored out of the total pledged.  The World Banks’ procedures will be used in disbursement to guard against corruption.    
Stakeholders in Haiti will require infrastructure development, and investment fund initiatives patterned on current OPIC, EX-IM Bank, and donor efforts to strengthen and invigorate the investment-production-export supply chains across sectors and across-island. USAID, TDA, and MCC programs can play critically important roles, alongside efforts from multilateral agencies like the World Bank and IADB, as well as the international donor community. 
3.
Making the Entirety of the Island into an Export Processing Zone (EPZ):  Haiti should follow the example of Hong Kong in the last century by eliminating duties on all imports into the country.  By foregoing the levying of duties, the island would become available for competitive production.  In this circumstance, there would be no need for complicated bureaucratic procedures to establish and manage separate EPZs. Opportunities for corruption would be significantly reduced as the free market, not governmental decisions, will be determinative, one cannot bribe the market and there would be no need to bribe customs officials since the duties were no longer assessed.  Also by foregoing duties, manufacturers in Haiti would have access to low cost raw material and components to incorporate into products its produces.  The absence of import duties being factored into consumer prices would allow Haiti to retain competitive wage rates while increasing the buying power and standard of living of its workers.    
The Infrastructure Solidarity Fund for the country supported by the international community could compensate Haiti for any short-term loss of government revenues from the collection of customs duties.  Over time, it is expected that this loss will be made than made up increased tax collections within Haiti as overall economic activity increased.

The Commerce Department could assist Haitian export promotion efforts.     
4. Investment Incentives: The international community should agree to provide tax incentives for export investments in Haiti.  Its industries require investment and fiscal incentives to ensure stable and sustainable competitiveness in the regional and global markets. This can be effectively achieved by allowing for tax incentives and credits for investments made in Haiti by companies from any of the donor supporting countries.

The result of these steps would be transformational for Haiti’s economy.  With international support, there is likelihood of world class infrastructure - competitively priced transportation (including port facilities), power and communications and IT.  When combined with the competitiveness of its labor, the results would be transformational for the Haitian economy. 

The major responsibility still falls on having a working Haitian government. Haiti cannot reemerge from this catastrophe without functioning institutions.  An international presence to fight crime would have to remain for some time until the organs of government are able to provide police protection and locally-driven employment opportunities.
V.  Conclusions 
This paper is concerned that in the trade area, instead of this vision, only technical measures are being considered which would only provide quick fixes in a single sector. Great attention is being focused on changes to US trade law to improve access for apparel under Haitian Hemispheric Opportunity through Partnership Encouragement Act (HOPE) and Caribbean Basin Trade Partnership Act CBPTA.  Although improvement of HOPE could be a good first step, it must be followed by a more comprehensive approach that goes well beyond access to textiles if one is to propel Haiti into a world class competitive country.    

A concerted effort in capacity-building is an absolute need for Haiti to take advantage of any proposed initiatives and to diversify its manufacturing base outside of apparel industry. Congress should enact a meaningful program with international support by the end of the year.

Manchester Trade urges the U.S. policy community, the Congressional Offices and the Executive Office of the Obama Administration, along with our international partners, to apply the same concerted approach to Haiti that benefited Germany and South Korea.  Our recommendations press for a trade-based recovery, with concerted attention to infrastructure and capacity-building measures.  In the USG, such assistance must focus on USAID with strong support from the Department of Justice for Governance and the Department of Commerce for business promotion. 
Other than the perennial opposition from a weakened textile sector, there should be no serious U.S. opposition to this policy; in fact there should be overwhelming support for the initiative.  The    entry production in which Haiti will be engaged has already emigrated from the U.S. to China and other Far East locations.  In fact, Haiti’s proximity to the U.S. will increase the opportunity for the U.S. companies to participate in modernizing infrastructure, supplying capital goods and sending components and other inputs to be incorporated in Haitian exports.  Finally a prosperous Haiti would be less likely to provide breeding grounds for terrorism, crime, and immigrants. 
The paper does not state that the infrastructure fund is all that is needed for Haiti. A concerted approach involving education, health, governance, etc as well as infrastructure is all required. However, if infrastructure is not prioritized with separate funding, it is likely to be underfunded since there is much more public support for humanitarian concerns.  

One must act quickly before the sense of urgency disappears.  The images of Haiti are engraved in the US psyche due to the unprecedented coverage of the aftermath of the earthquake specifically the dedication of the reporters to the story.  The time for action is now.
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