Chapter 5

Globalization, the Haitian Economy and the Failed State

Much has been written about globalization, by which we mean, in part, the transformation of previously state-bounded economic organizations, such as banks, securities markets and industrial firms, into extra-territorial entities through delocalization, transnational integration of work processes and financial deregulation. Furthermore, globalization entails greater fluidity and rapidity in the flow of goods through freer trade and faster transportation technology. In addition, globalization implies greater exposure to foreign cultures through media and other communication technologies (e.g., Internet). Finally, a less heralded dimension of globalization is the rapid movement, and often permanent settlement, of people across borders, but with continued strong links between the “host” country (henceforth hostland) and the “home” country ( henceforth homeland).


When protagonists on different sides of the debate manage to reduce the decibel with which they express their views, the difference between advocates and critiques of globalization essentially boils down to whether one believes that a country’s interaction with the outside world enhances or threatens its economic growth, and whether globalization is the harbinger to a “clash of civilizations” or greater understanding of, and appreciation for, “otherness.” Less often the object of attention is the impact of globalization on weak states, how it is redefining notions of citizenship and community, and what this may portend for “domestic” politics. 


In sum, globalization is a multidimensional construct, involving the economy, culture and politics; to be somewhat more academic, it is the transformation of hitherto formal and informal institutions as they are transmuted from the national to a world stage. But like most social phenomena, globalization is also an ideology, for the transformation of institutions is not taking place haphazardly. Rather, it is following a particular trajectory whose end-point, as envisaged by ideologues, is a market-friendly world, which, by definition, will be prosperous, “free” and good for all mankind. Neo-liberalism is the ideological foundation of globalization, some of whose supporters speak with the certainty of inevitability (e.g., New York Times columnist Tom Friedman). There is no point in fighting it, and those who do are irrational and doomed to fail.


The organizational conduits of globalization ideas and policies in the Third World have been the international financial institutions, namely: the World Bank and the International Monetary Fund (IMF). They have been responsible, so to speak, for whipping up developing countries into shape by conditioning financial aid to the implementation of a host of pro-market policies. In the 1980s and 1990s these policies were embedded in so-called Structural Adjustment Programs, which, almost invariably, included: currency devaluation, price reform, trade liberalization, privatization of state-owned enterprises, reduction in the size of government and cost recovery for government-provided services. 


This chapter examines the connection between globalization, underdevelopment and the Haitian failed state. It is in keeping with North’s challenge (from chapter 3) to students of institutions to determine “If poor countries are poor because they are the victims of an institutional structure that prevents growth, is that institutional structure imposed from without or it endogenously determined or is it some combination of both?” Much of the effort in the last two chapters has been devoted to a synthetic analysis of the impact of domestic and international institutions on the Haitian failed state and economy. 


In this chapter, the attention is turned decisively toward international institutions. In particular, the chapter examines International Monetary Fund and World Bank policy toward Haiti from 1986 to the present (2006). Once again, we see these international financial institutions (IFIs), along with the newly created World Trade Organization,
 as the architects of globalization, or capitalist expansion, since World War II. In other words, they are the instruments of imperialism of capitalism, even though their actions are also often supported by core states. In the same way the state underdevelops by omission and commission, so too do international institutions underdevelops and causes states to fail by omission and commission. We argue in this chapter that although international institutions may not have singlehandedly underdeveloped Haiti and caused the Haitian state to fail, they certainly have not helped in the resolution of these problems; on the contrary, they may well have exacerbated them.  


Globalization, as we remarked earlier, is not simply an economic phenomenon; nor are some of its aspects always consciously engineered. New technologies of communication and transportation, along with population growth, environmental degradation and economic stagnation in poor countries, as well as labor shortages in some industries in rich countries, have resulted in the migration of people mostly from South to North.  


However, whereas migration in the past led to a more or less complete break with the homeland in the course of one generation, the new migration is, in many ways, keeping, if not to say reinforcing, transnational links through a variety of mechanisms, such as money transfers (so-called remittances), dual citizenship, multiple residences, Non-Governmental Organizations, cyberspace, etc. In some cases, in fact, old identities are the bases for the construction of new ones in the hostland, even while they are also used to stake out claims in the homeland. This, as stated earlier, is redefining citizenship. No longer can one state lay exclusive claims on every citizen, for the “imagined community” increasingly has a split personality; citizenship has become a shared experience, in which civic responsibilities are divided between states or communities.  


Transnational citizenship can be used constructively or perversely. The transnational citizen can be a source of human and financial capital that may be sorely lacking in the homeland. Potentially, she could be the modernizing link that is missing for the consolidation of democracy in some transition countries. In addition to the role of the transnational citizen in politics, her contribution to development is only beginning to be understood. In any given year, remittances to Haiti by overseas Haitians are greater than foreign aid from all sources combined. 


But practically all cash transfers by Diaspora Haitians currently go toward consumption, instead of being used for investment in physical and human capital. If only a fraction of this sum were used for capital investment, Haiti could, at long last, grow its economy, create jobs and recover its sovereignty. At the same time, countries are unloading on others undesirable transnational citizens, who, in an earlier time when citizenship was more bounded, they might have been compelled to keep. This is creating havoc in failed states. The deportation from the U.S. of Haitian gang members back to Haiti, often without prior notification to Haitian officials, has been one of the causes of crime in urban Haiti, which of course has adverse effects on development.    


In sum, it should be readily apparent that globalization is a complex process that defies easy caricatures. Globalization can be visualized as a bag that contains a variety of products, some harmful to countries, others useful to their development, and yet others whose net impacts are not well understood. Countries vary in terms of their ability to reach inside the bag and extract the products they desire; in other words, they do not possess the same capacity to respond to globalization in ways that are of benefit to them. The poorest countries often experience globalization as an imposed phenomenon, with deleterious socio-economic consequences.  Our goal in this chapter is to use Haiti to highlight the multiple, often contradictory, effects of globalization on a failed state. 


The chapter is divided into three unmarked, but clearly distinct, parts. Part 1 peruses the Haitian economy roughly from 1986 to 2006. The status of Haiti as the poorest country in the Western hemisphere is stated so often in the media that the specific pathologies of the Haitian economy are given short thrift. It is as if once the poverty of Haiti is headlined, there is no need to examine its concrete manifestations and deeper meanings. A study of Haitian underdevelopment cannot afford to be so cavalier, especially in light of the next chapter, in which concrete solutions to the Haitian dilemma are proposed. This chapter, therefore, lays bare, in numerical and analytical terms, the poverty of Haiti.  


Part 2 explores in detail World Bank and IMF policy in Haiti in the past 20 years, including Bank and IMF cooperation with the Latortue government (2004-06) through the Cadre Intérimaire de Coopération. Here the main argument will be that Bank and IMF lending overemphasized policy-based lending, at the expense of institutional capacity in the 1980s, the 1990s, and even now. The net results have been the failure of policy-based lending to improve the performance of the Haitian economy and further weakening of the Haitian state. In spite of recent rhetoric about economic governance and meeting the UN Millennium Development Goals, the overall capacity of the Haitian state to deliver even the most basic of services (security) has been greatly reduced at the same time that the Bretton Woods institutions have intensified their cooperation with various Haitian governments. The drive to liberalize the Haitian economy has superseded other considerations, including improving the lives of ordinary Haitians through human-centered development and making Haiti safe through a state that maintains internal order and polices its borders.


Finally, Part 3 examines the role of the Haitian Diaspora in the country’s politics, though the concept of transnational citizenship, which we argue is one of the manifestations of globalization. We have already drawn the reader’s attention to the contribution of overseas Haitians to the Haitian economy, and, how, under the right conditions, remittances could play an even bigger role not only in helping Haitians meet their consumption needs, but in upgrading the capital stock. A well-functioning securities market, for example, might allow the central government of Haiti to issue bonds that can be purchased in the money wiring agencies where Haitians go to collect remittances sent by their relatives and friends. Instead of collecting all of the latter in cash, they could be encouraged (even required) to purchase modest amounts of government bonds to be redeemed at some future date. 


In this way, the Haitian government would be able to raise millions of dollars every year to invest in infrastructure, education, health, and the like. This would also facilitate savings by recipients of remittances, and quench their thirst for easy consumption. But for the Haitian government to be able to do this, it would have to have the credibility of its commitment. Citizens invest in collective action only when they have trust in government. When government cannot provide the most elemental of services, and cannot be counted upon to be honest, they lose credibility. When this happens, citizens will self-insure against risk and demur from pooling their resources for the commonwealth.  


Since the fall Jean-Claude Duvalier overseas Haitians have entered the maelstrom of Haitian politics, in spite of constitutional strictures that, as of the time of writing, do not recognize double citizenship and therefore prohibit naturalized Haitians from participating in “high” politics. The role of overseas Haitians is not limited to the returnees, who have ran for office and taken up posts in the civil administration in Haiti. Haitian-Americans in the U.S. and Haitian-Canadians increasingly are using their clout to influence the Haiti policy of their respective government. They are acting, in other words, as pressure groups (groupes de pression) to shape policy, even though physically they remain separated from the homeland. In their role as interlocutors, they make frequent allusions to the success of more established groups (e.g., Jewish Americans, Cuban-Americans) in influencing the policy of the U.S. toward the homeland. We come to grip with the globalization of Haitian politics in part 3.  
Sick Old Man of the Caribbean: The Haitian Economy


To assert that Haiti is the poorest country in the Americas –– as foreign observers of the Haitian drama never tire of repeating, even if the topic of their interest has little to do with the economy –– is to make a composite statement about disparate facts, which, ultimately, need to be pulled apart and examined carefully, suitably one by one, if one is to make sense of the totality of the Haitian miasma. 


In 2004, Haiti had a Gross Domestic Product (GDP) of 3.9 billion USD and a population of 8,439,799, resulting in a GDP per capita of 467 USD. This may be the figure behind the designation of Haiti as the poorest country in the Americas, for it represents the lowest GDP per capita in the Western hemisphere by a wide margin. In the neighboring Dominican Republic, for example, GDP per capita was 1,600 USD.  In fact, one would have to go all the way to sub-Saharan Africa to find GDP per capita as low as Haiti’s. Two caveats may be necessary here, however. 


The Gross Domestic Product typically reflects the sum total of goods and services produced within the borders of a country in its formal economy; it does not include activities in the informal sector, which even casual observers of Haiti would admit is very large. Furthermore, by definition the GDP does not include wealth produced outside of a country’s territory, but that its residents may nevertheless share in the form of remittances, which, once again, loom large in the Haitian context (650 million USD in 2002). While we do not dispute that Haiti has the lowest GDP per capita in the Americas, which makes it ostensibly the poorest country in the region, we stress that this figure should be taken with a grain of salt. We seriously doubt that even the poorest of Haitians really live on 467 USD per year. 


Nevertheless, two features of the Haitian economy are undeniable: its structural transformation from agriculture to services and the poor performance of these sectors. Tables 5.1 and 5.2 address these issues respectively. 





Table 5.1





Structure of the Haitian Economy

	Sector (GDP percent)
	1984
	1994
	2003
	2004

	Agriculture
	N/A
	34.7
	27.9
	26.9

	Industry
	N/A
	22.5
	17.0
	15.9

	Services
	N/A
	42.9
	55.1
	57.1






Source: World Bank, Haiti at a Glance, Country Statistics, 2005


Table 5.1 shows that in 2004 agriculture accounted for 26.9 percent of the Haitian GDP, industry 15.9 percent and services 57 percent. In most other countries, these figures might provoke cheers among economic analysts, as they seem to show that Haiti is moving toward “industrialization.” In fact, the statistics are highly deceptive, for in spite of agriculture’s declining contribution to the Haitian economy, it still employs 66 percent of the labor force. This suggests that Haitian agriculture suffers from low productivity, and the services sector, ostensibly the most dynamic sector of the Haitian economy, is not creating employment. 



Table 5.2



Average Annual Growth Rates of the Haitian Economy by Sector

	Sector
	1984-93
	1994
	2003
	2004

	Agriculture
	0.4
	1.2
	0.3
	-4.4

	Industry
	-4.9
	-7.2
	1.0
	-6.0

	Services
	0.7
	4.4
	0.4
	11.5





Source: World Bank, Haiti at-a-Glance, Country Statistics, 2005.


Table 5.2 confirms what many Haitian specialists today already know, namely: the lackluster performance of the Haitian economy. From 1984-93 the average growth rate in all three sectors of the Haitian economy was negative. This period is significant because it covers the last two years of the Duvalier dictatorship, the “transition” years (1986-1990) and the coup d’état years (1991-1993). One may make the case that these were turbulent years and are not representative of economic activities in times of peace. Discounting the fact that turbulence is the norm, not the aberration, in Haitian politics, one may consider 2003, when there was relative calm. Table 5.2 shows growth rates to be, on average, less than 1 percent among the three sectors. Furthermore, in 2004 the table shows a robust growth rate in the services sector, but this was almost offset by declines in industry and agriculture (respectively, -4.4 and -6.0 percent). 


Haitian growth rates have been consistently low in the past 50 years. Under François Duvalier, for example, in the 1960s growth rates were, on average, 0.5 percent per year, less than annual population growth rates, which hovered between 1.5. and 1.9 percent. Under Jean-Claude Duvalier, from 1978 to 1983, growth rates were 1.9 percent on average, in spite of relatively generous infusion of foreign aid (see tables 3.1 and 3.2 in chapter 3). 


Economic growth rates are of course arithmetic figures. They have social meaning only when juxtaposed with other figures, such as population growth rates. Table 5.3 shows Haitian population growth rates during the period covered by tables 5.1 and 5.2. 
Table 5.3

Haitian Population Growth Rates

	Years
	Population Growth Rates

	1985-1990
	2.28

	1990-1995
	1.47

	1995-2000
	1.43





 Source: http://earthtrends.wri.org

Table 5.3 shows population growth rates to be consistently in the positive. When tables 5.3 and 5.2 are compared, what is clear is that population growth rates in Haiti in the last 20 years have tended to be greater than economic growth rates, in spite of apparent moderations in population growth rates from 1990 to the present. When an economy is not growing as fast as its population, the net result is, inevitably, greater misery or poverty intensification, in the absence of pressure-releasing measures (e.g., mass emigration). Haiti, as we suggested in chapter 2, may well be confronting a crisis of Malthusian proportion, where the carrying capacity of the Haitian physical environment is exceeded by the population. But this is putting the proverbial cart before the horse. More statistics are needed to further substantiate the thesis that the Haitian economy is the sick old man of the Caribbean.  


The poor performance of the Haitian economy is illustrated in the worsening terms of trade. Haitian export earnings have been declining while imports have been rising, thus causing balance of trade deficits. This is shown in Table 5.4. 
Table 5.4

Haitian Trade (1984-2004)

	Exports
	1984
	1994
	2003
	2004

	Coffee
	46
	10.3
	3.4
	4.2

	Sisal and Strings
	13
	1
	1.5
	1

	Manufactures
	125
	89
	330
	317

	Total Exports
	230
	108
	361
	366

	Imports
	1984
	1994
	2003
	2004

	Food
	80
	67
	268
	325

	Fuel and Energy
	61
	46
	N/A
	N/A

	Capital Goods
	81
	8
	N/A
	372

	Total Imports
	352
	183
	1,116
	1,164


Source: World Bank, Haiti at a Glance, Country Statistics, 2005

Note: The figures do not add up to the totals (in bold-faced), because only selected traded items may have been reported. All figures are reported in million USD.


Table 5.4 shows that Haiti has consistently imported more from abroad than it has sold. In fact, in 2004 Haiti imported almost 4 times more than it exported. One possible ray of hope is the manufacturing sector, which, in spite of the vicissitudes of Haitian politics from 1984 to 2004, consistently recorded strong export earnings, except in 1994 when Haiti was under a trade embargo for much of the year. Properly calibrated (i.e., if spread throughout Haiti and provided that workers are paid decent wages), light manufacturing could offer a way out of the Haitian morass, although it is no panacea.  


Table 5.5 shows Haiti’s trading partners, among which the U.S. is, by far, the largest. The value of annual Haitian rice import from the U.S. alone is estimated at 100 million USD, which makes Haiti one of the largest markets for U.S.-grown rice. Thus the travails of Haitian agriculture are not entirely internal to Haiti. External trade has had a major impact on Haitian rice farmers, who, unlike their American counterparts, lack the most basic of agricultural inputs and subsidies from government, and therefore cannot withstand international competition. Table 5.5 also shows that Haiti has a negative trade balance with all of its partners. This is in line with Table 5.4, which showed Haiti buying considerably more from abroad than it sold. 




Table 5.5




Haitian Trading Partners in 2005

	Country
	Exports
	Imports
	Balance

	U.S.
	256
	674.7
	-347

	Japan
	1
	44
	-43

	France
	8
	35
	-27

	Netherlands
	1
	22
	-21

	Germany
	2
	17
	-15

	UK
	1
	15
	-14

	Canada
	3
	15
	-12

	DR
	N/A
	38
	N/A





Source:http://www.nationencyclopedia.com/Americas/Haiti-Foreign-Trade




Figures are in million USD.


The Haitian agricultural economy, is virtually in a state of collapse. Table 5.6 shows Haitian agricultural production and import in the last decades of the 20th century.
Table 5.6

Haitian Agricultural Production and Import of Major Cash Crops

	 *Exports
	1979-1991
	1989-1991
	1999
	2000
	2001
	2002

	Cocoa
	6.9
	4.3
	10.3
	9.2
	17.6
	28.0

	Mangoes
	1.3
	14.0
	29.4
	34.5
	26.3
	27.4

	Coffee
	76.6
	60.3
	38.1
	33.8
	28.2
	17.2

	**Imports
	1979-1991
	1989-1991
	1999
	2000
	2001
	2002

	Rice
	6.2
	16.1
	21.3
	22.2
	18.8
	20.8

	Wheat
	26.9
	9.3
	3.0
	4.5
	5.5
	8.7

	+Sugar
	0.0
	1.0
	5.2
	7.6
	6.6
	6.3


Source: FAOSTAT, Food and Agriculture Indicators (2004).

*Exports refer to the top three traditional cash crops expressed in percent share of agriculture. They exclude essential oils.

**Imports refer to selected agricultural commodities, excluding meat products, expressed in percent share of agriculture.

+ Sugar refers to raw centrifugal.
The most astounding data in table 5.6 concern coffee, which historically in Haiti was the number one export and in some years in the past provided as much as 60 percent of government revenue. Between 1979 and 2002, coffee production as a percentage of agricultural production dropped by 450 percent.  We know of no major disaster in the coffee sector in the last 20 years of the 20th century (e.g., pest infestation, hurricane, etc.) The decline was offset by a rise in mango and cocoa production, but, most likely, not enough to fully compensate for reduced coffee production. 


One could not make a plausible argument that Haiti shifted from cash to food crop production during the period, in which case the data may not have been as abysmal as they seem at first glance. In all likelihood Haiti did not shift to food production, because import of basic foodstuff increased during the period. This is especially the case for rice import, a major staple of the Haitian diet, which increased by more than 300 percent between 1979 and 2002. Further evidence of the decline of Haitian agriculture is provided by the fact that, even though a majority of Haitians (60 percent) live in the rural areas, a majority now derives their income from non-farming activities, such as charcoal production, sand extraction and handicrafts,
 in sum, activities that, in the main, threaten Haitian agriculture and the environment. Haiti produces 44 percent and imports 49 percent of its food needs, while receiving 7 percent in food aid.


Economic performance is of course always related to geography, which determines the quantity and quality of natural resource endowments, although geography is not necessarily destiny. In perusing the Haitian economy, therefore, it is important to physically contextualize economic activities. Haiti has a total area of 27, 750 square kilometers and 1,000 kilometers of coastline. Over 80 percent of Haiti’s landmass consists of mountains, leaving less than 20 percent of the land suitable for agriculture. Haiti is, in fact, the most mountainous country in the Caribbean, with some mountains rising as much as 1500 meters above sea level. In the high mountains of the Southwest rainfall may be more than 4,000 mm per year, but in the drier Southeast and Northwest it may be less than 500 mm annually. Thus, in spite of the compactness of Haitian territory, ecological conditions widely vary. It is not unusual for rainfall to vary considerably in the same ecological zone, which rural Haitians historically attributed to supernatural forces (loa). In theory, ecological variations should make for diversity in crop production and enable peasants to weather hard times, but, alas, this does not obtain in Haiti for reasons discussed next.  


Perhaps the biggest challenge facing Haitian agriculture, if not to say Haiti period, is environmental degradation. Less than 2 percent of Haitian territory consists of dense forest cover,
 and even this could soon disappeared in the absence of drastic and sustained measures to stop deforestation. As we tried to demonstrate for the reader in the opening chapter, it is an eerie sight to fly over Haiti from any direction in the Caribbean, but the contrast between Haiti and the Dominican Republic is especially poignant, given that the two countries share the same island (Hispaniola). It is extremely important, however, to understand the nature and genesis of Haiti’s environment problem. 


A major cause of environmental degradation in Haiti is deforestation, the reasons for which are multiple and have varied throughout Haitian history. During colonial times trees were cut and exported as timber. They were also used as firewood for the furnaces of sugar plantations. In response to the coffee boom that began after 1730, French planters decided to establish plantations on the cooler elevations of the colony. At first this meant settlements on the foothills, but as land became scarce and foreign demand for Haitian coffee increased, upland plantations were established, which necessitated the befalling of trees on the mountain slopes. Large indigenous mountain trees, such as akajou and mapou, that spread rainwater were cut down to make way for coffee cultivation. By the end of the 18th century deforestation had occurred at elevation between 800 and 1,400 meters of altitude, which means even Haiti’s tallest mountains were not spared the axe and slash-and-burn technique. Even pro-slavery publicist Hilliard d’Auberteuil lamented the impact of coffee on the ecology of Haiti when he exclaimed in a poem: “O caféier (coffee tree) poisoned gift of Arabia…you have devoured everything.”
 And Moreau de Saint-Méry speculated in 1797 that Haiti’s forest would be gone in sixty years.
 


When insurrection began in 1791, one of the first acts of the slaves was to burn the sugar and coffee plantations before fleeing to the mountains. The apparent logic of the slaves was that if slave owners were deprived of plantations, they could not possibly have any need for slaves. Slave owners and the colonial state, on the other hand, reasoned that if the fields of marooned slaves were cleared (burned), they would have no means of independent subsistence and hence would be compelled to return to the plantations. Both camps had their own rationale for despoiling the environment. Colonialism contributed to environmental degradation for economic reasons, revolution did the same for political reasons. 


Within two decades after independence (1804) the Haitian economy was completely transformed. Haiti became a country of subsistence producers as the former plantations were broken up and divided, at first among members of the new elite. But because the Haitian elite had no interest in agriculture, and because of Haitian inheritance practices, which dictated that land be divided equally among the heirs of the deceased, legitimate or not and regardless of gender, eventually practically all Haitians in the rural areas ended up with some land. Demographic pressure and the brutal commercialization of timber from the 1830s onward, especially valuable species such as mahogany –– Emperor Faustin Soulouque was one of Haiti’s biggest timber exporter –– meant that deforestation continued unabated throughout the 19th century. Finally, the decision to indemnify France in 1825 in exchange for diplomatic recognition added pressure on Haiti to generate the foreign exchange earnings with which to pay the “debt.” This meant using trees as a “cash crop.” The point is, anthropogenic causes of the destruction of the Haitian commons are longstanding, and the early villains were as likely to have hailed from Dunkirk as Dahomey. 


Deforestation in the 20th century was the result of demography, accelerated erosion of  the land that had been in use and reduced water retention, which killed the trees that had been left standing. After 1950 rural-urban migration created strong demand for charcoal, which Haitian peasants were loath to ignore, mired as they were in extreme poverty caused by declining land fertility. It is astonishing that, even today, wood accounts for 70 percent of Haiti’s energy consumption. As any reader who is intimately familiar with Haitian middle class life can readily attest, even the most lavish villa above the hills of Port-au-Prince typically has an improvised, outdoor “kitchen” where charcoal is burned, while the modern, gas- or electricity-powered stove inside stands idle, effectively serving as a decorative item.  


The inability of Haiti to find a reliable and cheap source of energy to replace charcoal is now perhaps the main reason why peasants continue to cut trees, for where there is demand, supply is usually not far behind. In this regard, efforts at tree replanting are unlikely to bear fruit, unless there is a successful energy policy that reduces demand for charcoal (we discuss this issue further in chapter 7). In other words, the most important areas for action to stop the literal slide of Haiti into the sea lie outside of the forestry sub-sector. In addition to a credible energy policy that does not rely on fuelwood, they include reducing population growth and intensifying agricultural production at a faster rate than population growth. Given the topography of Haiti, this can only be done through achieving greater productivity on existing farms (jading), which requires capital, which, alas, most Haitian farmers lack. 


The ecology of deforestation is well known. Trees provide cover for the soil and help to scatter rainwater. The fertility of any soil depends on a delicate balance between sunshine and shade, on one hand, and water, moisture and dryness, on the other. Thus when trees are cut, the soil becomes exposed to the sun and rainwater. The above-mentioned balance disappears. The soil can now be the target of “direct hits” by the sun and rain. Erosion occurs when heavy downpours carry off topsoil and deposit it in waterways, which causes silt (which explains the brownish color of much of the Haitian coastline). Sediment deposits are shortening the lifecycle of drainage systems and port facilities, as well as destroying shoreline eco-systems and beaches. It is thought that Haiti loses between 10,000 and 15,000 hectares of fertile land every year to erosion. 


The political economy of deforestation cum soil erosion is declining agricultural performance, low income and therefore poverty, which forces Haitian farmers to engage in the behavior that puts them in the predicament to begin with just to survive: tree cutting to make charcoal. Until this cycle is broken, there can be no question of improving the lot of the Haitian peasant. We return to an earlier theme: ecological variations do not make for diversity in crop production in Haiti because, thanks to deforestation, the Haitian countryside is being hollowed out, thus creating ecological disaster everywhere. It is the entire agricultural production system that is collapsing or has collapsed in some regions. This explains why today a majority of Haitian “peasants” do not list farming as their primary source of income. Many rural Haitians are simply not interested in farming, because the returns on efforts are so meager. 


It is not only agriculture that has been in decline in Haiti. Outside of the farming sector, there are serious problems. We now examine the industrial sector. As shown in table 5.1, even though industry accounted for almost 16 percent of GDP in 2004, it only employed 9 percent of the work force. At least 70 percent of the Haitian workforce is estimated to be unemployed, although it is reasonable to conjecture that a significant number of the unemployed are absorbed in the informal sector.



The development of an industrial sector in Haiti began at the turn of the 20th century under the presidency of Nord Alexis (1902-1906). Spurred by the construction of railroads, early industrialization was aimed at processing agricultural products from the hinterland in the coastal towns. There were cocoa and coffee-processing plants in Petit-Goâve (South), banana plantations and a packaging plant for export near Cap Haitien (North) and electricity was brought to Port-au-Prince (West) under the government of Antoine Simon (1908-1911).


The American occupation of 1915-1934 did not bring much in the way of industrialization for two reasons. Firstly, the Americans seemed content in using Haiti as a classically dependent country, that is, as a producer of agricultural commodities for export and importer of industrial goods. If anything, the Americans sought to “modernize” Haitian commodity production by encouraging the development of plantations (such as Plantation Dauphin for sisal) and some agro-processing plants (such as the Haitian American Sugar Company, or HASCO). Secondly, American capital, which would have been necessary for large-scale industrialization, essentially shunned Haiti in favor of much larger investment markets in South America (e.g., Brazil and Argentina). The size of the urban consumer market, as well as low per capita income overall, simply did not make Haiti an ideal candidate for advanced industrialization. 


The 1950s may be considered the “golden age” of Haitian industrialization. Industries were established across a wide spectrum of economic activities and ownership of industrial assets was divided between the state and private (at first, mostly foreign) capital. This was of course the period when the strategy of import-substituting industrialization was widely accepted among development experts. Since many developing countries lacked the requisite private capital for large-scale industrialization, the strategy also advocated the formation of state-owned enterprises (SOEs). In Haiti SOEs were involved in the production of cooking oils, sugar, flour and cement. Their aim essentially was to satisfy the domestic market.


Assembly manufacturing for export began in the early 1960s when the US Tariff Code was amended to exact duties only on the value-added of goods assembled overseas. U.S. manufactured quickly realized that higher profits could be had by assembling products in nearby countries where labor costs were low and shipping them to the U.S. market. In Haiti there were light assembly plants in such areas as apparels, toys and the stringing of baseballs, almost all of which were located in Port-au-Prince. However, tension throughout the 1960s between the U.S. and the François Duvalier dictatorship precluded growth in this sector. 


After the death of Duvalier in 1971 assembly manufacturing in Haiti grew. The number of companies increased from 13 in 1966 to 67 in 1973 and 127 in 1978.  Assembly manufacturing peaked to 200 firms in 1980, employing a total of 60,000 workers (more if cottage workers, mostly women, are included). If one adds the parastatal sector and small firms in the informal sector (e.g., car repairs, cinder block making, handicrafts, etc.), it is not unreasonable to surmise that 100,000 Haitians worked in the industrial sector in the early 1980s. In the recent economic history of Haiti, the years from 1973 to 1980 were years of relative prosperity, but it is probably not accurate to term this period one modernization, or even beginning thereof.


The driving force behind assembly manufacturing expansion was the low wage rate. The minimum wage was set at just over 1 USD per day in the 1970s and peaked at 3 USD per day in 1989. This was much less than the daily wage in any other Caribbean country, but in fairness workers in the industrial sector probably earned more, at least in nominal terms, than their counterparts in other sectors.  Textiles were the basis for the activity of the largest assembly plants in Haiti, but there were also plants in electronics, sporting goods, toys and footwear. For a time in the 1980s Haiti was the world’s largest “producer” of baseballs, even though few Haitians played the game. 


Assembly manufacturing did not turn Haiti into the “Taiwan of the Caribbean,” as some United States officials had hoped for a variety of reasons, and the tale of assembly manufacturing may portend important lessons for any strategy that relies on this sector as the engine of future Haitian economic growth. Our point here is that, even though  assembly manufacturing, if properly calibrated, may be of much benefit to Haiti, it is not a panacea. At best, it represents a partial solution. 


Assembly manufacturing under the Jean-Claude Duvalier dictatorship did not improve the conditions of the Haitian masses because, in the first instance, the wage rate and the number of jobs created may have been too low. A simple calculation reveals that at the peak of assembly manufacturing performance in 1987 (as measured in the value of exports) the total wage bill for ordinary workers (without overtime) may have been 46,800,000 USD ($3x5x52x60,000) in a 3 billion USD economy. Put another way, the wage bill may have been only 13 percent of the value of assembly manufacturing exports, and 0.02 percent of GDP. Without knowing the non-wage portion of production costs and corporate taxes to the Haitian government, the latter of which were probably very low, it is safe to surmise that much surplus value was being appropriated by capital rather than shared with labor. Also at its peak, assembly manufacturing only employed 3 percent of the Haitian work force.
 


Even though many urban Haitians were (are) willing to work in the assembly sector, this was more a reflection of historically high rates of unemployment than the attraction of the remuneration being offered. Indeed, on average the wage of assembly manufacturing workers supported four people, who were either too young to work or unemployed. In addition, workers were responsible for their daily transportation and meals. If inflation is factored in, as well as the fact that the gourde was devalued after 1986, when the military junta (KNG) was pressured into allowing the currency to “free float,” one can make a strong case that real wages had decreased by 1987, even though the nominal minimum wage had increased to 3 USD per day. 


Practically all of the assembly manufacturing firms were located in Port-au-Prince in four industrial parks near the airport and not too far from a private port operated by one of Haiti’s richest families (the Mevs). What benefits assembly manufacturing provided were too concentrated in the capital city to have a discernibly positive impact on Haiti. If anything, the benefits to the rest of Haiti were largely negative as light assembly activities attracted thousands of poor rural Haitians to Port-au-Prince in search of work, thereby swelling the rank of the unemployed and choking the capital. 


Assembly manufacturing failed to play the role of an engine to the Haitian economy for other, more structural, reasons. Practically all of the inputs used in the assembly process were imported. Thus there were no forward or backward linkages to the Haitian economy. Some plants did use Haitian-made inputs, such as thread, twine and glue, but most chose to import all of the inputs they needed, because they were of higher quality and could be supplied in much larger quantity than what Haitian producers could deliver. In some cases assembly plants were buying inputs from parent firms in the U.S. in what be called vertical transnational integration of work processes. Also, the poor infrastructure of Haiti limited expansion and often slowed down production in the existing plants. 


Electricity generation, for example was always a problem. Electricité d’Haiti or Ed’H (the state-owned monopoly) operated the Péligre hydroelectric plant, Haiti’s largest source of electricity with a nominal capacity of 47 megawatts, the 22-megawatt Guayamouc plant, the 42-megawatt and the 38-megawatt thermo-electric plants at, respectively, Varreux and Carrefour. Even if all of this electricity capacity were allocated to Port-au-Prince, it would have amounted only to 147 megawatts, perhaps enough to operate the assembly plants and other industrial enterprises, but not enough for a capital whose population had exceeded 1 million in the 1980s. 


As blackouts were frequent, assembly plants had to rely on their own generators; phone lines were often down, which impacted communication with suppliers and buyers abroad; and, as usual, customs officials at the APN demanded bribes to load and unload cargoes –– all of which increased production costs. After February 1986, when Jean-Claude Duvalier fled, Haiti would be plunged into chaos. By 1989, the number of assembly companies dropped to 150 and the number of workers they employed 41,000. By 1994, fewer than 100 assembly manufacturing firms had remained, employing fewer than 25,000 workers, and the number of firms, as of 2001, stood at 86.  


Graph 5.1 shows the tortuous path of assembly manufacturing in Haiti. 
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Assembly manufacturing in Haiti grew significantly from 1973 to 1985, with export value peaking at 367 million USD in 1987. 
 There was a precipitous decline in the value of export after 1987, such that 10 years later in 1997 export value was 138 USD. Undoubtedly, this was due to the political instability that followed the fall of Jean-Claude Duvalier, which crystallized in five governments in 4 years, the coup against Aristide in 1991 and 3 years of economic embargo. The sector rebounded fairly quickly, however, after 1997. There has been steady growth in the value of export, although the sector is still playing catch up. From 1991-1994 many firms relocated to the Dominican Republic and China and are unlikely to return, even if political stability is established, although new firms could always enter the Haitian market, especially with the passage of HOPE. 


Indeed, as table 5.8 shows the number of assembly manufacturing firms operating in Haiti in 2001 was well below the peak of 150 reached in 1989. It also shows that most of the firms in assembly manufacturing (56 percent) are in the textile and apparel sub-sector, which uses very little local input. Most of the textile companies are sub-contractors to U.S. firms. Indeed, a 2001 survey of 27 textile and apparel companies in Haiti showed that 9 (or 33 percent) had contracts with a single U.S-based, parent company. This means that Haitian companies are very vulnerable to management decisions made in the U.S. A shift in the perception of Haiti by American executives can result in the cancellation of contracts, which, in turn, may throw thousands of Haitians out of work.

Table 5.8

The Haitian Assembly Manufacturing Sector in 2001

	Sub-Sector
	Number of Firms
	Percent of Total

	Textile and Apparel
	46
	56

	Industrial Arts/Crafts
	9
	11

	Electronics
	8
	10

	Others
	17
	21


                             Source: Institut Haitien de Statistique et d’Informatique


The lessons here should be clear. If Haiti is to ever become another “Taiwan,” there will have to be serious rethinking of the assembly manufacturing strategy in the following areas. Firstly, firms in the sector will have to be more evenly spread throughout Haitian territory so Haitians will not have to migrate to Port-au-Prince to find work. Secondly, the wage rate will have to increase somewhat, not necessarily to match prevailing wages in other Caribbean countries, which are much richer than Haiti, but to enable Haitians to live above subsistence level. Thirdly, when assembly manufacturing is not connected to the rest of the economy in some fashion, all that obtains is an enclave economy, which, no matter how dynamic from an export standpoint, does not lift the national economy out of poverty. 


In fact, this type of development often accelerates poverty rather than reduces it, as, in order to attract capital, host countries may deploy scarce resources, which are not necessarily put back in by foreign investors through taxes. In Haiti the assembly manufacturing firms enjoyed generous tax holidays and duty-free imports, rather than filled state coffers with corporate income taxes. Under Jean-Claude Duvalier employers could also rely on the regime to put down workers’ attempt at organizing unions, which kept wages and benefits from rising. Even at the heights of the assembly manufacturing “boom” years, government taxation never exceeded more than 10 percent of GDP, which, ironically, limited the capacity of the Haitian state to provide the public services (roads, harbor expansion, electricity) that the assembly manufacturing firms needed to maintain and expand production. Fourthly, there is always a connection between direct foreign investment and political instability: the two are inversely related. Ceteris paribus, the more stable the political environment, the higher the level of direct foreign investment. In Haiti precipitous decline in assembly manufacturing activities very closely coincided with the period of rapid changes in government, the coup d’état and the embargo (1987-1997). 


Unless the state in Haiti ceases to be a source of disorder, there can be no question of reviving the assembly manufacturing sector, or for that matter, any other sector. Thus the state in Haiti must be strengthened first, before market reforms can be successfully implemented. With these limitations being so obvious, one would have thought that the Haitian business elite, foreign capital and the international financial institutions would have long ago pushed for reforms in the aforementioned directions, but as the reader shall see later in the chapter, the strategy by donors for reviving the Haitian economy since the fall of Duvalier has been more of the same, that is to say, forcing Haiti to adopt market-friendly, neo-liberal policies that do not necessarily address the basic needs  and concerns of Haitians. We shall have another occasion to examine the role of the multinational agencies, the agents of neo-liberalism, in contemporary Haiti and how they may have they have contributed to the failed state. For now, we examine the last but largest sector of the Haitian economy. 


In theory, the services sector is the most important sector of the Haitian economy today. In 2004 services accounted for 57 percent of GDP, up from 42 percent in 1994 (table 5.1). It would seem to follow, therefore, that this sector represents the Haitian economic future, but does it? What are the characteristics of the services sector in Haiti, and how does it compared with that of other countries in the Caribbean region?  


The services sector in Haiti encompasses a wide range of industries among them: banking, telecommunications (especially mobile telephone services), transportation, construction, education and increasingly private security. It also comprises a host of activities mainly in the informal sector, such as hairdressing, money changing, car repairs, cooked food, etc. Banking and telecommunications are probably the most important sub-sectors in the services sector. Table 5.9 provides a list of the largest corporate taxpayers in Haiti.

Table 5.9

Top Ten Corporate Taxpayers in Haiti in 2005

	*Comcel

	Compagnie des Tabacs

	Moulins d’Haiti

	*Haitel

	Texaco

	*American Airlines

	*Sogebank

	Ciment d’Haiti

	*Citibank

	La Couronne


 



   Source: Le Nouvelliste, 2 juin 2006.





   *Services companies


The table shows that of the top 10 corporate taxpayers in Haiti in 2005, 5 were in the services sector with the telecommunications company Comcel ranking at number 1.
 The spread of telecommunications technology and the inability of the land-based, state-owned telephone company TELECO to satisfy consumer demand for telephone services are the factors behind the growth of the telecommunications sub-sector in Haiti. As of the time of writing, there were fewer than 100,000 land-based telephone lines in all of Haiti, which otherwise translated means that Haiti has a combined fixed and cellular telephone penetration of 5.7 percent.  Yet, the Haitian market for telephone services is probably at least 1 million-strong, or one of the largest in the Caribbean. If one considers that Digicel, the largest mobile telephone operator in the Caribbean, entered a partnership with Unitransfer in 2006, whereby Haitian immigrants in North America can purchase handsets and call credits for family members and friends in Haiti, then the real Haitian telephone market should encompass overseas Haitians as well, which means that it is larger and wealthier than the Haitian “home” market.   


This explains why Digicel made a cantankerous entrance on the Haitian scene after an initial capital investment, it says, of 30 million USD, which is probably the largest sum ever invested at one time by a private firm in Haiti. But the telecommunications sub-sector has created fewer than 10,000 jobs, although these are probably on the “high” end of the Haitian pay scale. Thus telecommunications is not a job creator. Haitians should not look to this industry to reduce the 70 percent unemployment rate. Its contribution to the Haitian economy probably lies in improving communication between manufacturers in Haiti and their foreign partners, as well as improved access to telephone services among ordinary Haitians. 


Banking is another pillar of the services sector in Haiti. Of course, the financial system, of which banks are one among many institutions, is the lubricant of any modern economy. When it ceases to grease the wheels, the economy grinds to a halt. The importance of a financial system stems from the fact that a good many investments, whether by privately owned firms or government, require capital that cannot be garnered internally. A good financial system does two things:  mobilize capital (i.e., savings) and direct it unto areas of high return on investment (ROI) and low risk. In reality, because the two conditions pertaining to investment seldom obtain perfectly and proportionately, the managers of a good financial system, in their fiduciary capacity, are expected to make “reasonable” judgments in trading off (and balancing) profit and risk. 


Banks virtually make up the bulk of the Haitian financial system, as there is no securities exchange (or stock market) in Haiti. Haitian firms that wish to sell bonds or equity shares must now do so on the New York over-the-counter market. The Banque Nationale de la République d’Haiti (BNRH) is the central bank of Haiti. It is the sole bank of issue and government depository, as well as a depositor with the IMF and the World Bank. In 2002 there were 9 commercial banks in Haiti, two of which were state-owned: Banque Nationale de Crédit and Banque Populaire Haitienne. Privately-owned commercial banks included: Sogebank, Socabank, Unibank and Promobank. There were two foreign-owned banks: Citibank and Bank of Nova Scotia. 


In addition to banks, financial institutions in Haiti include insurance companies, credit unions, micro-lending institutions for the informal sector, which increasingly is attracting the attention of the commercial banks, and an extensive informal savings and credit system, which recalls those that exist in West Africa (e.g., essussu in Ghana and tontine in Cameroon). Some foreign non-governmental organizations also provide lending, typically small loans to farmers to buy seeds and fertilizers.


According to the IMF, currency and demand deposits –– or what is known in financial economics as M1 –– totaled 434.3 million USD in 2002. M2, which includes M1 plus savings deposits, short-term deposits and money market mutual funds, amounted to 1.4 billion USD. In banking, however, the size of M1 is generally considered the more accurate index of the capital strength of a country’s banking system, as it represents the amount of liquid capital that is more or less available for immediate transactions, such as lending. Using this criterion, Haiti’s banking system is small compared to its immediate neighbors. In 2001, Jamaica’s M1 was 1.2 billion USD and the Dominican Republic’s  2.4 billion USD. 


The banking sector in Haiti is beset with a number of problems that limit its ability to play an optimal role in the Haitian economy. We have already hinted at some of these problems. Firstly, Haitian banks are vastly undercapitalized. On average Haitian banks have a capitalization of just over 72 million USD, which means that they cannot make very big loans to large numbers of customers. In addition, the BNRH does not audit the commercial banks; instead it requires them to maintain a relatively high reserve requirement (49 percent), which further limit their ability to make loans. The paucity of finance capital means that existing Haitian firms cannot easily expand through borrowing, and there are significant financial barriers to the entry of new firms on the Haitian market. These factors inhibit job growth and competition. Most firms in Haiti are relatively small, family-owned or sole-proprietorship enterprises. Criticisms of the Haitian business class as despotic and exclusivist may well be misplaced. The simple structure of business organizations may be conditioned by the institutional financial environment, among other factors. 


Secondly, it is widely accepted that the informal sector represents at least 70 percent (some have estimated it as high as 90 percent) of the Haitian economy. By definition transactions in this sector are informal, which are often based on verbal agreements, social networks and trust. Actors in the informal sector may not keep the accounting records that would be necessary for banks to determine their creditworthiness. The same problem even besets the largest firms in the formal sector. In the absence of a paper trail and valuable collaterals, which can be auctioned off in case of default, banks will always be reluctant to make loans to borrowers.  


Thirdly, the culture of banking in Haiti is overly conservative. Haitian banks essentially manage consumer deposits and withdrawals, issue credit cards, hold government (i.e., BNRH-issued) bonds, mediate remittances between overseas Haitians and their relatives and friends in Haiti, exchange currencies and make loans to the small number of customers, who they deem are qualified. There is no systemic mortgage market,
 nor is there a market for financing education. Yet, construction has been among the fastest growing sub-sectors of the Haitian economy since the 1970s, and Haitian parents are known to incur great sacrifices to pay for the education of their children.  The conservativeness of Haitian banking can also be seen in its spatial distribution; there is hyperconcentration of banks in Port-au-Prince, and the near-total absence of these institutions in rural Haiti, where most Haitians live. On the positive side, at least one commercial bank in Haiti (Sogebank) is now involved in micro-lending. 


Fourthly, widespread poverty inhibits the banking sector. Seventy five percent of Haitians officially live on less than 2 USD, and at least 70 percent of the workforce is  unemployed.
 Under these conditions, savings, which are the lifeblood of banks, will necessarily be low (2 percent of Gross National Income). Poverty has the further perverse effect of insuring that the poor, which is to say most Haitians, do not own valuable assets that could be used as collaterals, thus limiting their eligibility to borrow. 


In addition to the above, according to the Inter-American Development Bank, “The factors that are contributing to the deteriorating condition of the banking system are an inadequate legal framework, limited financial sector oversight capacity, ineffective use of prudential standards, and the shaky condition of financial institutions -- particularly as a result of problem loans, low profit margins and insufficient reserves.”
 In sum, the Haitian banking system suffers from a lack of institutional capacity, stemming from weaknesses inherent to the banking sub-sector in particular and the Haitian state in general.
 


Increasingly, investment is constrained more by risk factors exogenous to the financial sector, such as rising insecurity. In addition, insecure property rights and a weak judicial system that cannot adjudicate contract disputes raise the transaction costs of financial intermediation in general and constitute a significant barrier to entrepreneurs, who cannot meet extremely risk-adverse guarantee requirements. Banks in Haiti, as in much of the Third World, simply take no chances, even reasonable ones. Finally, the lack of adequate infrastructure, communications and public services creates an unpredictable level of risk in the business environment, especially for the emerging entrepreneur. 

A relatively simple solution to the lack of financial capital in Haiti would be the creation of a securities exchange (or stock market). But this would require the kind of regulatory capacity that the Haitian state lacks. It would also require Haitian firms to keep better books and share information with the public. On the other hand, it is reasonable to speculate that such an institution would initially be comprised of a small number of firms, which would be qualified to sell shares or issue bonds, thus making state oversight easier.
 


In summary, for the foreseeable future the government of Haiti will likely have to rely on Official Development Assistance (ODA) to finance development projects, and private Haitian firms, if they want to expand through borrowing, will likely have to team up with foreign-owned firms that have access to private capital overseas. A final alternative would be for the Haitian state to create the conditions for the use of remittances  as a source of private capital (see earlier discussion). 


Tourism is being touted by the Préval government as one industry, whose revival could potentially pull the Haitian economy out of its succor. It used to be a major component of the services sector. It reached its peak in 1980 when 302,000 tourists visited Haiti. Tourism soon declined for a variety of reasons: the AIDS scare, which unjustifiably stigmatized Haiti and Haitians, political instability and competition from the Dominican Republic, Jamaica and eventually even Cuba. Few foreign tourists venture into Haiti anymore, although Haitian émigrés could form the basis for a new kind of tourism: Diaspo-tourism. 


The problem of the tourism sub-sector in Haiti is captured in one statistic: the number of hotel rooms registered in the industry that meet international standards declined from 3,000 in 1981 to 1,500 in 1987; meanwhile the number of such rooms in the Dominican Republic more than quadrupled.
 Even Cuba, which has been under a U.S.-imposed embargo, far surpasses Haiti in terms of the number of hotel rooms and tourists who visit the island (over 2 million per year). Given the state of the tourism industry, insecurity, crumbling infrastructure and regional competition, tourism is unlikely to jump-start the Haitian economy soon. Whatever comparative advantage Haiti used to enjoy in tourism has been lost. Exoticism, real or imagined, is unlikely to be a sufficient attraction to tourists in light of other (perceived) dangers.


We think we largely substantiated the point that the Haitian economy is the sick old man of the Caribbean. Table 5.10 compares Haiti with the Caribbean and Central America on various indices. It confirms our diagnosis.

Table 5.10

Selected Indices of the Haitian and Caribbean and Central American Economies
	Indices
	Haiti
	The Caribbean and Central America

	GDP (in million USD)
	2,923
	475,273

	GDP per capita (in 1995 USD) 
	359
	3,025

	Average GDP Growth (91-00)
	-1
	2

	Exports as percent of GDP
	13
	32

	OAD per capita (98-00) 
	37
	14

	DFI (in million)
	13
	17,828

	Gross National Savings (as percent of Gross National Income)
	2
	19


Source:http://earthtrends.wri.org

Table 5.10 shows Haiti lagging, in some cases far, behind the Caribbean and Central America in virtually all economic categories, except foreign aid or ODA. Haiti’s per capita GDP, for example, is more than 8 times smaller that the region’s; its Gross National Savings is a paltry 2 percent compared to 19 percent for the region. Haiti participates in the world economy less intensively than the Caribbean and Central America. It does not get much Direct Foreign Investment (DFI) and export is a mere 13 percent of GDP, compared to 32 percent for the regional average. This is of course because Haiti faces an acute crisis of production, especially in the sector in which it historically enjoyed a comparative advantage: agriculture. The aforementioned indicators of economic performance underpin the social indicators in table 5.11.

Table 5.11

Haiti Social Indicators in Comparative Perspective

	Indices
	Haiti
	LAC1
	LDC2

	Population (million 02)
	8.3
	540
	2,615

	Life expectancy at birth  (in 2003 years)
	51.6
	71.9
	58.4

	Incidence of poverty3
	56
	8.9
	--

	Literacy  ratio
	51.9
	89.6
	60.8

	Infant mortality rate4
	76
	27
	80

	Child mortality (per thousand, 2002)
	118
	32
	124

	Maternal mortality rate5
	680
	194
	682

	Access to safe water (% of population)
	71
	89
	77

	Prevalence of HIV/AIDS6
	5.6
	0.7
	2





             1Latin America and Caribbean.




             2Least Developed Countries (LDC).




             3Percent of population below 1USD per day poverty line.




             4Per 1,000 live births in 2003.




             5Per 100,000 live births in 2000.



        Source: International Monetary Fund, Haiti: Interim Poverty Reduction Strategy 


        Paper, IMF Country Report No. 06/411 Washington, D.C., November 2006. 


Table 5.11 confirms what ought to have been expected from the preceding table, namely: Haitians enjoy lower, in fact much lower, social standards than any other nationals in the western hemisphere. One would have to go out of the region to find  living standards as low as Haiti’s. Of note is the wide discrepancy in the incidence of poverty between Haiti and Latin American and Caribbean countries: whereas 56 percent of Haitians live below the poverty line, only 9 percent of the population in the LACs live below the poverty line. Anyone from Latin America and the Caribbean born outside of Haiti can expect to live 20 years longer than someone born in Haiti. 


In summary, there is a dearth of areas of optimism in the Haitian economy, based on performance in the last 25 years. In fact, Haiti has been moving backward. Real per capita GDP in 2005 was only 70 percent of 1980 GDP. This is the result of a 12 percent drop in production while population growth has grown by 60 percent during the period.
 One sector that holds out some hope is assembly manufacturing, but, as we have shown, it is no panacea. If the approach to assembly manufacturing adopted under Jean-Claude Duvalier is revived –– extremely low wages, excessive tax breaks to foreign companies as an incentive to invest, lack of public investment in basic infrastructure, little synergy between assembly manufacturing and the local economy, etc. –– this somewhat promising sub-sector will likely have a fate similar to the others. 


If the picture of the Haitian economy presented thus far mainly suggests an economy that is being hollowed out in practically all sectors, in the context of a physical environment that is degrading at an alarming rate,  it is an incomplete picture, for there are areas of some optimism. They include remittances from overseas Haitians, which are estimated to be between 600 million and 1.3 billion USD, or greater than all sources of foreign aid and direct foreign investment combined. In addition, Haiti is close to the huge U.S. market, with its 1 million-plus community of Haitian-Americans and many more people of African descent, who might have some affinity toward Haiti because of its historical role in the struggle against western imperialism.
 Above all, there is the resiliency of the Haitian people, who probably have endured more hardship longer than any group in the hemisphere. However, it is unlikely that Haiti will be able to take advantage of these assets, as long as there is no working state that can provide a minimum of services, such as security. 


Haiti also lacks the capacity to take advantage of the larger process of globalization or capitalist expansion, which therefore means that globalization is likely to be imposed on Haiti to its detriment. Haiti cannot pursue the neo-liberal model of development advocated by the World Bank and IMF and ostensibly employed successfully by the early industrializers (United Kingdom and the U.S.), nor can it adopt the more interventionist developmental model of the late industrializers in southeast Asia and now China. A neo-liberal political economy requires a state that can protect property rights and defend against market failures, a developmental political economy requires a state that can not only protect property rights but also coordinate economic activities among various sectors and sub-sectors. On any given day, a few hotheads armed with light weapons can pose a serious challenge to the Haitian state and commerce in almost any city, village or hamlet in Haiti, even with the presence of MINUSTAH, the UN-sanctioned force. 


External borrowing and “humanitarian intervention” have been used as palliatives for Haitian underperformance. Potentially, the former may further stifle Haiti, if it has to make interest payments on debt to remain in good stead with creditors. Haiti’s external debt stood at 1.3 billion USD in 2005, with a net present value (NPV) or 932.9 million USD, or over 1/3 of GDP.
 In 1980 Haiti’s debt was 302 million USD, which means that  debt more than quadrupled in 25 years, underscoring dependence and the near collapse of the Haitian economy. The statistics also indicate that more than 25 percent of the external debt was incurred by the Duvaliers, which represents what some in the development community call “odious” debt. Also in 2005, Haiti spent more than 70 million USD on debt payments.
 The entire budget of the ministry of education is 90 million USD. It is not hard to see how Haiti can meet one of the Millennium Development Goals.


It is readily apparent that, where Haiti is concerned, there is an inverse relationship between aid and economic performance. Haiti, as table 5.10 shows, receives more per capita ODA than the other countries of the region. The World Bank alone funded 20 projects during the 1970s and 1980s at a cost of 300 million USD.
 We argue that economic reforms in Haiti since 1986 have been framed mainly by donors, in particular the World Bank, IMF and USAID. We further argue that economic policy has been heavily tainted by the ideology of neo-liberalism and the reality of globalization, whose aim is to integrate Haiti into the world economy as a producer and exporter of certain agricultural commodities (e.g., coffee and mangos) and labor-intensive goods.
In the absence of a state, however, the pursuit of neo-liberalism can do serious harm to countries.


Unfortunately, the dependence of Haiti ODA (2/3 of the national government budget come from aid) has meant that Haitian leaders have been in no position to resist donor conditionalities, even when they have been harmful to Haiti. Indeed, we demonstrate in the reminder of the chapter that the neo-liberal policies pursued in Haiti since the fall of Jean-Claude Duvalier have been largely deleterious to the Haitian economy and have further contributed to the Haitian failed state. Finally, we argue that Haiti cannot take advantage of globalization, or for that matter ODA, as long as it is a failed state. Thus ODA should go toward strengthening the state (chapter 6 shows how), not be conditioned on opening the Haitian economy. In this way, we think we have responded to North’s challenge in one country, namely: to determine whether Third World woes are due, at least in part, to external institutions.
The World Bank, IMF and Haiti since 1986

The Bretton Woods institutions became heavily involved in Haiti in 1986, after the departure of Jean-Claude Duvalier. Before that, their involvement was arguably secondary to that of USAID (see table 3.5). The policies of these institutions are not designed and implemented in a vacuum. Instead, the World Bank and IMF are part of a private-public coalition of what McMichael calls “Global Managers” of the “Globalization Project,” by which he means the process of dismantling national economies and integrating them into a world economy based on market principles.
 


But it is important to point out, however, that the Bank and IMF do not necessarily operate in a cabal. Even though the two institutions often present policies that they favor with the certainty of wise men, in fact, these policies are often the products of internal debates, negotiations with borrowing governments, pressure from powerful states,  development activists and other international development institutions, etc. It is possible to examine Bank policies since the 1950s and identify specific time periods when significant policy shifts have occurred.  Furthermore, the Bank and IMF are not totally insensitive to poverty reduction. Thus a critique of the two institutions must be nuanced, lest it risks being polemical –– and wrong. As we have demonstrated elsewhere, Bank and IMF policies go in cycles.
 Therefore, they must be historicized, if they are to be understood. 


In the 1980s World Bank and IMF policies toward borrowing countries were heavily framed by neo-liberalism. Consequently, developing countries like Haiti were compelled to adopt, at least officially, a host of neo-liberal policies. Unfortunately, these policies  weakened borrowing states further, as well as failed to improve the economy. In the 1990s and the first half of the first decade of the new Millennium, Bank and IMF policies seem to have shifted to poverty reduction, but this “new” emphasis takes a mechanical approach to poverty reduction and does not go to the root cause of poverty: the failed state. Also, the impact of the Bank and IMF is not limited to policy. Even when the right policies are chosen, the modus operandi of the two institutions, among them, cumbersome procedures for aid disbursement, may preclude success. The World Bank and IMF are quite capable of embracing pro-poor policies, but their implementation of them may be wanting. Failure in development may be due as much to process as it does to policy.  That is the argument about to be made in this section.  First, Bank and IMF policies in the 1980s and 1990 are sized up, meaning they are placed in an analytical framework; second, they are minituarized in the Haitian context. 


From the Bank’s and IMF’s perspective, what hails the Haitis of the world? In the 1980s these institutions saw recession and depression in poor countries as prima facie evidence of inherent structural, local pathologies that must be exorcised if sustainable growth is to be experienced.
 In nearly all cases these pathologies were (are) identified as “profligate” government spending (including on social programs that benefit the poor), “bloated” bureaucracies, “distorted” pricing, “irrational” trade policies, “overvalued” currencies and “inefficient” and “financially” burdensome state-owned enterprises that bled the national treasury, produced low quality but high priced goods and were prone to seeking shelter from international competition through state-imposed tariffs and quotas on foreign made products.
 (The reader should notice the negative adjectives that pointedly precede each alleged pathology. Curiously, some of these adjectives are often used in reference to the female gender. Thus a market economy is a more masculine economy apt at generating growth, while the mixed economy with strong state intervention is given an effeminate spin tending toward decline.)


Once the ostensible illnesses of poor countries are diagnosed, the next step, then, is to help them cure these illnesses through a combination of the carrot of financial aid (disbursed in tranches to monitor compliance) and the stick of conditionalities, which are the actual policies that countries must implement to be become well again.  In the 1980s these conditionalities were embedded in Structural Adjustment Programs (SAPs), which should be seen as the policy manifestations of neo-liberal ideology, which in turn undergirds the globalization project. In Bankspeak, “Structural adjustment loans (SALs) have generally supported programs designed to increase efficiency economy-wide through changes in pricing and trade policies, in the size and structure of government expenditure and in the extent of the government’s controls on productive activities.”


In plain language SAPs involved: reduction in government spending, privatization of state-owned enterprises, deregulation of financial markets, which entails currency devaluation and relaxation on currency controls, liberalization of trade policies, cost recovery of government provided services and overall withdrawal of the state not only from activities best carried out by market forces but wholesale rethinking of how goods historically delivered by the state, or regulated by it, because of market failure, can be provided by private actors. These policies mirrored almost exactly the ten basic principles of the Washington Consensus: fiscal discipline, concentration of public expenditure on public goods, tax reform, market-determined interest rates, competitive exchange rates, trade liberalization, openness to direct foreign investment, privatization of state-owned enterprises, deregulation and legal guarantee for property rights.


The economic rationales of these policies are examined in turn. Profligate government spending creates budget deficits, causes a rise in inflation and has “crowding out” effects, that is to say, the more capital government borrows to support its activities, the less capital is available for entrepreneurs. The theory makes the further leap that entrepreneurs are better at using capital than government. Thus not only does government borrowing have “crowding out” effects, it has efficiency misallocation effects. Reducing government spending, therefore, reduces budget deficits and inflation, as well as frees up capital for private actors. 


Privatization of state-owned enterprises is closely connected to reducing government spending. In fact, it is a means of shrinking government through the liquidation of commercial assets rather than reduced spending on social programs or the bureaucracy. The idea behind privatization is that many SOEs in the Third World operate in the red, because their production and cost structures tend toward inefficiency. For example, many SOEs are alleged to hire on the basis patronage rather than normal employment practices. The staff is bloated and salaries consume a disproportionate share of the firm’s budget. Furthermore, SOEs have “soft budget constraints;” they know the treasury will cover yearly losses, therefore, they have no incentive to be efficient. 


Finally, SOEs are prone to seek state protection from international competition through tariffs and quotas. These trade barriers encourage the production of low quality goods and high prices for local consumers. Privatization of state-owned enterprises stop the financial hemorrhage of the treasury, and create leaner, more efficiency conscious firms. Here there is also the further leap of faith that such firms will produce goods of better quality than SOEs, although many economists consider a private monopoly just as harmful as a public monopoly. 


Deregulation of financial markets is intended to infuse foreign capital into the local economy, which makes up for any dearth in local capital. With this infusion firms are able to expand, since they can borrow more easily from financial institutions (e.g., banks). An important component of any financial market is the currencies market. Countries are encouraged to devalue to stimulate exports while reducing imports. 


Trade liberalization is intended to stimulate competition between local firms and their foreign counterparts. Greater competition, in turn, leads to goods of higher quality and low prices. Consumers are usually presented as the beneficiaries of freer trade. There may be job losses, as a result of trade liberalization, but this only proves that firms or industries where such losses occur were not efficient to begin with, and the market does not reward inefficiency. Besides, new jobs will be created elsewhere. All workers have to do is to retrain for them. 


Cost recovery of government services is intended to make these services self-sustaining and less dependent on budgetary allocation. Thus cost recovery reduces government deficits. It also makes providers and consumers of government services more cost conscious, thereby compelling them to use resources with greater efficiency.  


A more extreme version of market ideology envisages the state exiting even those areas in which market failures are so significant as to justify state provision of services. Public choice theory has been very influential in propagating this view. According to this theory, there are government failures just as there are market failures. In addition, government is not a disinterested party without goals of its own. Bureaucrats, for example, are interested in their self-aggrandizement and larger budget for their bureaux. Self-interest may lead government to make decisions that are harmful and costly to the public but may benefit narrow interest groups, in the same way that private firms may make business decisions that benefit stockholders at the expense of society. 


Thus public choice theorists are equally dubious of government monopoly as they are of private monopoly. Consequently, they recommend that, wherever possible, and that’s nearly always, competition should be introduced in those areas in which government is a provider. Ideally, competition should be between private actors; therefore also, wherever possible, government should make way for private actors. The ideas of public choice theory inspired World Bank and IMF policies in the 1980s and 1990s in areas historically associated with the state, such as road building and maintenance, water, electricity, telecommunications, in sum, public utilities. 


All of the aforementioned policies have one thing in common: they evince a marked bias toward market-based solutions to economic problems and skepticism, if not to say latent hostility, toward state intervention. Taken together, market-based solutions are at the core of the economic worldview, or ideology, known as neo-liberalism. This is different from globalization, whose economic variant is the application of the neo-liberal worldview on a planetary scale. Thus globalization is also capitalist expansion, or to use a familiar idiom: imperialism of capitalism. From a Braudelian perspective –– namely, the concept of the longue durée –– globalization is not new. Its origins date back to the 15th century.
  


As stated at the outset, the Word Bank and the IMF play a leading (double) role in articulating neo-liberalism and turning its ideas into policies intended to foster globalization. Where these institutions are most efficacious, potentially, is in the Third World, where the combination of weak states and poverty makes the overt adoption of neo-liberalism in exchange for aid irresistible. But borrowing governments are not completely at the mercy of the World Bank and IMF and do not always do their bidding. The repertoire of resistance to Bank and IMF lending conditionalities may range from outright rejection (Tanzania under Nyerere in the 1970s) to selective compliance (Russia in the 1990s) to dissimulation and dilatory tactics. 


The Bank and IMF may be powerful, but their power is neither absolute nor omnipotent. Nor are the Bank and IMF completely oblivious to poverty reduction, improving access to health and education and raising agricultural productivity. Bank funding of projects in these areas in the Third World, especially in agriculture, was not insignificant in the 1970s under MacNamara, and is not now (2006).  The Bank plays (or can play) a more positive role in the Third World than some of its vociferous critics have allowed, even as it pursues its primary objective of capitalist expansion. The challenge is to understand what makes the Bank (and by the extension the IMF) tilt this way or that, hence, once again, the importance of historicizing Bank policy. 


We make three points here. Both neo-liberalism and globalization stimulate powerful anti-theses, one of which is nationalism, which can act as counterweights to these phenomena. Even weak states in need of donor funds have domestic constituencies, whose voices they must heed. Consequently, the willingness of state elites in the periphery to accept neo-liberal policies is limited, especially if such policies imply serious social costs, as they often did in the 1980s, which may usher in regime change. Secondly, when states are unable to resist neo-liberal policies, application of these policies often produces the opposite of what is officially intended. In other words, the weaker the state, the more counterproductive market reforms are likely to be. 


Finally, and this point would seem to directly contradict the preceding one, but it really does not upon closer examination, globalization, or capitalist expansion, is not all bad. States can prosper under globalization, but, typically, not those states that are too weak to implement neo-liberal reforms. For such states, the priority is strengthening public institutions rather than those connected to the market. As a general rule of political economy: no state, no economic development, and also: no state, no market economy, for a complex market economy especially requires a property rights system that is enforceable by the state. 


Unfortunately, the World Bank and the IMF paid excessive attention to macroeconomic policy in the 1980s and 1990s and practically none to the political context of policy. In many countries disagreements over specific (pro-market) policy reforms poisoned relations between the Bank and IMF and borrowing countries, and much valuable time was lost, when consensus could have been reached over arguably more important matters (restructuring the state, restoring the rule of law, improving bureaucratic performance, protecting property rights, investing in people, etc.)


We focus on the second and third point from an analytical perspective, challenging the economic rationales of the neo-liberal policies discussed earlier, and then turn our attention to Haiti as a case study, to confirm the failure of neo-liberal policies. First of all, in many Third World countries governments can hardly be called profligate, for there is no “optimum” level of government spending. How much government spending is too much or too little ultimately is a value judgment based on national priorities. From a comparative perspective, governments in developing countries do not spend more than  those in developed countries. For example, there is no industrialized country where government spending is less than 20 percent of GDP. Even in the U.S., the self-appointed advocate of liberalism, government share of GDP is about 25 percent. 


The reality is that in many developing countries government spend “too little” overall, although they may spend “too much” in areas of questionable utility (defense in peacetime).  The donor community implicitly accepts this when it insists that funds made available by debt cancellation should go toward meeting the UN Millennium Development Goals or investing in physical infrastructure. This is a de facto admission that if there is profligate government “spending,” it is because many countries face crushing debt that must be financed through interest payments. For Africa between 1982 and 1992 debt financing amounted to the transfer of 1 billion USD every month to creditors. 


When governments that are not high spenders are forced to cut spending, as if they were high spenders, the net result is, more than likely, a reduction in overall government capacity and fewer government-provided critical services. In this way, neo-liberal policy hurts both state and society, particularly those who make intensive use of social goods: the poor. That popular opposition to Bank and IMF policies turned into deadly riots from Monrovia to Lusaka to Lima in the 1980s is clear indication that these policies are not universally accepted and can at times be pushed back, if only temporarily. As one author succinctly put it: “The poor get less of everything provided by the state, just as they get less of everything provided by the market.”
 Unless, there are social safety nets, reduction in government spending very often accelerates poverty, especially in countries like Haiti where the poor represent the overwhelming majority. 


More importantly for this chapter and book, a reduction in government spending may well result in the underfunding of “pure” public goods such as security. In other words, it may reduce state power. When public services are underfunded, the rich may convert their wealth into influence over the activities of government. They do so even in some wealthy countries, where wealth may be deemed free speech (e.g., the U.S.). Once they capture the institutions of government, the rich may insist on certain policies that are of benefit to them but not to society, such as selective enforcement of property rights, exclusive import licenses, access to foreign currencies, selective subsidies, rigged bidding and procurement processes, etc. 


In the political realm, when security is compromised in the name of reduction in government spending, citizens are forced to self-insure, that is to say, to provide their own security. But one reason for state-provided security is the economies of scale that obtain with this method, because costs are spread among the entire citizenry. When security is informally privatized, the per unit cost of delivering security increases. Individual investment in security is not necessarily underinvestment, but it is certainly inefficient investment in the sense that a cheaper method of delivery (through the state) is being forgone for a more expensive one (through the market). 


Privatization of state-owned enterprises does not necessarily lead to more efficient firms providing higher quality and cheaper goods. Indeed, if privatization of SOEs merely entails a change in ownership, from the state to entrepreneurs, but does not foster competition, it can be argued that a government-run monopoly is better than a private monopoly, inasmuch as the former can be brought to heel by public scrutiny. The decisions of a private monopoly are more likely to be regarded as business, therefore private, matters than those of a SOE. In Haiti, for example, HASCO, the former state-owned sugar producing company was brought by one of Haiti’s richest family (the Mevs), whereupon it was shut down and had its facilities used as warehouses for imported sugar! There was practically no popular protest.


Unless carried out under conditions of transparency and fairness, privatization of SOEs can also exacerbate socio-inequality and with that social tension. Russia in the early 1990s was a textbook case of privatization gone awry. Formerly state-owned assets were deliberately undervalued so friends of the Yeltsin regime could buy them at bargain-basement prices. The net was result was that communist bosses became oligarchs overnight and thousands of ordinary Russians lost their jobs and pension. Perhaps only a dramatic increase in the price of oil and natural gas from the late 1990s onward saved Russia from another revolution.


An important component of Bank and IMF-recommended monetary policy reform in developing countries was currency devaluation. The logic behind this policy was that developing countries maintained overvalued currencies that discouraged export while encouraging import. In the 1980s and 1990s interest in using monetary means to resolve development problems was underwritten by the rise of the school known as monetarism in some core countries, especially the U.S, in the 1970s. The thrust of monetarism is adduced in the equation: MV = PQ, where M is the money supply and V its velocity. P is the average price level and Q is the quantity of goods and services produced during a given period, say, one year. 


According to monetarists, as the money supply increases with a constant V, one can expect a corresponding increase in Q, with P remaining constant or going upward only if there is no increase in the quantity of goods and services produced. In other words, a change in the money supply directly affects production, employment and inflation levels. One need not be an economist to uncover the policy implication of monetarism: counter-cyclical fiscal policy, as advocated by Keynesianism, was wrong. The economy could be managed by monetary authorities, i.e., central banks, according to monetary rule, rather than the political instruments of deficits spending in times of contraction and fiscal restraints in times of expansion. Besides, argued the late Milton Friedman in A Monetary Policy of the United States, by the time fiscal measures are put in place any way, they are usually too late.
 They had no impact on business cycles. 


In developing countries, once again, monetary policy reform essentially entails currency devaluation to stimulate export and government restraints on the money supply to tame inflation. However, currency devaluation is always a two-edged sword: it not only makes the goods of a country whose currency has been devalued more competitive on the international market, it also makes imported items more expensive, therefore, there is always an inflationary side to devaluation. Currency devaluation is a gamble wrapped in a blessing: whether its effects are beneficial (or harmful) depends on whether the gains from increased sales abroad outweigh the higher prices that must be paid for important items, assuming that demand for such items remains constant. The potential gains from increased export earnings made possible by currency devaluation can also turn into significant losses, if devaluation leads exporters from various countries to produce so much as to put downward pressure on world prices. Where developing countries are concerned, the combination of devalued currencies and commodity saturation is the quintessence of a buyer’s, rather than a producer’s, market.


Trade liberalization was perhaps the most common feature of neo-liberalism in the 1980s and 1990s. To our knowledge, it is the only area of neo-liberal ideology that created its own institution: the World Trade Organization. Developing countries were compelled to reduce, if not eliminate, alleged barriers to trade. Often this meant reducing tariffs and quotas on imported goods, which may be the most visible barriers to trade but not, by any means, the only ones. At the risk of being overly blunt, trade liberalization can destroy key domestic industries. Furthermore, inasmuch as taxes on trade are an important source of revenue for government in many developing countries, trade liberalization can also result in a reduction in tax receipts, which then undermines the ability of government to provide critical services.  


Finally, cost recovery of government provided services can seriously affect, once again, those most in need of such services: the poor. It can also reduce the legitimacy of the state, which in many developing countries stakes its right to rule on its ability to deliver basic services. It is true that under some circumstances cost recovery can cause both the quality and quantity of government services to increase, but even in such cases their negative distributional effect remains. Optimal cost recovery may well entail subsidies, or discriminatory pricing schemes that allow the poor to purchase services below market value. In truth, in some countries cost recovery is not an issue because government provides very little in the way of basic services.


Haiti became a de facto laboratory for experimentation with neo-liberal policies in after 1986, following the departure of Jean-Claude Duvalier. Haiti may have been a propitious ground for the World Bank and the IMF, given the extent of the dependence of the Haitian state on foreign aid and the fact that after February 1986 the country was led by a military junta (KNG), which may have been thought strong enough to implement unpopular policies. Obviously, these policies, to the extent that they helped to further impoverish Haiti and weaken the Haitian state, are examples of underdevelopment by commission by international institutions. 


Among the first policy reforms that Haitian officials were “urged” to implement was currency reform. As stated in the last chapter, since 1919 the Haitian gourde had been pegged to the U.S. dollar at a ratio of 5:1 (5 gourdes for 1 USD). From the Bretton Wood institutions’ point of view, the gourde was overvalued, which therefore stifled Haitian agricultural exports. But instead of advocating simple devaluation through adjustment in the exchange rate of the two currencies, the World Bank and IMF counseled then-finance minister Leslie Delatour to allow the gourde to free float. Here we return to a familiar theme. In the last chapter it was the depredations of the Duvalier regime, in particular the theft by some officials of remittances sent through the Haitian postal system, that led to major changes in monetary policy. In this chapter, it is the policies supported by external institutions that are the culprit.


The results were entirely predictable. The Haitian gourde immediately plummeted from the historical exchange rate of 5:1 to 7:1 in 1987 and 12:1 by 1989 (as of the time of writing the ratio was 40:1). Thus the gourde was devaluated by more than 100 percent within 2 years. Not surprisingly, inflation rose from an annual rate of 6 percent in 1986 to 13 percent in 1987. Meanwhile, wages remained stagnant at 15 gourdes per day, which in an earlier time would have been 3 USD. Thanks to devaluation, however, the real wage of Haitian workers was slightly more than 1 USD per day. 


In principle, the devalued gourde should have stimulated Haitian agriculture exports. This was, in fact, the rationale behind the policy. However, there was one problem: by 1986-87 had ceased to become a major exporter of any agricultural commodity with the possible exception of mangos.
 Performance in the coffee sector was emblematic of what had gone wrong with the strategy of currency devaluation to stimulate primary commodity exports. The heyday(year) of coffee production in modern Haiti was 1955 when production reached an all-time high (even including the colonial period) of 740,000 bags. There was a steep decline throughout the François Duvalier years, but production peaked again in 1973 at 660,000 bags. From 1980 to 1987 coffee production fell once more from 42,900 tons to 30,088 tons.
 


In other words, the World Bank and IMF sought to revive Haitian coffee production precisely when it was at its nadir. The decline was due to multiple factors, not just an (ostensibly) overvalued gourde; in fact, currency overvaluation was the least of the coffee sub-sector’s problems. Of greater importance were demographic pressure, environmental degradation, deterioration of rural infrastructure, lack of capital to upgrade production facilities and foreign competition (in particular from Brazil), which simply overran Haitian coffee producers with superior technology and government assistance. Furthermore, because of the price and demand elasticity of coffee, competitive efforts by coffee producing countries to increase their output through greater acreage or higher productivity often result in market saturation, which depresses world prices. Such an outcome results in less, rather than more, foreign exchange earnings and therefore higher trade deficits. 


The attribution of declining performance in coffee production, or for that matter agricultural production, to an overvalued gourde was a simplistic way of looking at a very complex problem in which property rights, inheritance practices, the environment, population growth, technology (or lack thereof) and globalization were interwoven. But it is not hard to guess where the idea may have come from: the Berg Report of 1981, which set sub-Saharan Africa on the path of Structural Adjustment Programs.
 That report adduced that Africa suffered from low, to negative, growth rates because of overvalued exchange rates and low producer prices maintained by African governments. Its solutions were simple: devaluation of African currencies and higher prices to cash crop farmers. The World Bank and the IMF may have simply considered Haiti an extension of Africa.  Both were expected to export their way out of poverty by specializing in primary commodity production, which was supposedly their area of comparative advantage. 


The second neo-liberal reform insisted upon by the World Bank and IMF was trade liberalization. Until 1986 it had been the policy of Haiti to protect certain industries and local producers, including rice farmers. Taxes on trade were a major a source of revenue for the Haitian state; they also protected Haitian industries from unfair competition with foreign producers, many of whom often received subsidies from their government. Thus as late as the mid-1980s Haiti was largely self-sufficient in the production of rice, a major staple of the Haitian diet. In the late 1980s, however, the IMF forced Haiti to open its market, by adopting some of the lowest tariff regimes in the Caribbean. Highly subsidized rice from the U.S. (so-called Miami rice) began to arrive in Haiti en masse at about this time. Meanwhile, the Haitian government was counseled to remove the little assistance it had given Haitian farmers in the forms of seeds and fertilizers. They never had a chance. 


Exports of U.S. rice to Haiti rose from virtually zero in the early 1980s to 100,000 tons in 1989 to 200,000 tons in 1999, thereby making poverty-stricken Haiti the fourth largest market for U.S. rice after Japan, Mexico and Canada.
 But it was not just rice. Trade liberalization brought to Haiti most parts of the chicken anatomy: wings, legs, thighs, necks, even gizzards. The only missing piece was the breast (white meat), which, by custom, Haitians consider inferior meat. The widespread importation of American poultry destroyed the traditional Haitian poultry industry, in which chickens were raised on a free-range basis rather fattened through hormone injection and round-the-clock feeding. 


Once again, Haitian chicken farmers could not compete. U.S. chicken farmers could produce more chickens more quickly than their Haitian counterparts. The economies of scale of mass production insured that they could undersell Haitian producers and still make a profit, even on the latter’s home market and even after accounting for shipping costs. It should be pointed out that the chicken parts “invasion” took place barely five years after the mass culling of the Haitian Kreyòl pig, which we discussed in the last chapter. Systematically, the Haitian diet was being Americanized.


Thanks to the World Bank and IMF, Haiti has the most liberal trade rules in the Caribbean. This has not improved Haitian trade, because Haiti produces next to nothing and, therefore, has next to nothing to sell to the rest of world. Free trade benefits those who produce, not those who depend on charity. One would think that these simple truths would be obvious to the international institutions, but ideology can act as a powerful blinder to common sense. 


Finally, liberalization also brought the phenomenon of the pèpè, second-hand clothes from the U.S., which destroyed the artisan shops that until the late 1970s dressed middle class Haitians on a custom-made basis. Older readers familiar with Port-au-Prince can probably recall two or three Haitian master-tailors (boss tayè), who had no professional reason to envy even the most popular designers of North America and Europe (e.g., El Gallo, Hypollite, LeGros Viau). Custom-made clothing became a lost art in the late 1980s, as the pèpè were often sold at improvised stalls, sometimes right under the patios (galleries) of the artisan shops. Indeed, they would transform Port-au-Prince into one huge open market for used clothes, making vehicular traffic impossible in many areas (e.g., Boulevard Jean-Jacques Dessalines). 


In truth, trade liberalization was not all bad. Prices of basic items, including food items, did drop, thereby putting them within reach, at least some of the time, of poor Haitians. One seldom encounters Haitians dressed in rags, even in the worse slums of Port-au-Prince, although the violation of clothing etiquette can sometime provoke comical laughter (as when a Haitian dons a heavy winter coat in 90-degree weather). Liberalization may have had salutary effects on the Haitian economy, if Haitians displaced by trade could be redeployed to areas where they enjoy a comparative advantage. But such a transition is always costly, in time, information and resources, and neither the international institutions nor Haitian governments were interested in investing in people in the 1980s. 


In sum, it is extremely doubtful that in Haiti the gains from trade liberalization have outweighed the losses in industries, jobs, Haitian economic self-sufficiency and even cultural identity. This is one of the paradoxes of globalization in the Haitis of the world: goods from core countries essentially wipe out domestic industries in the periphery, but the low cost per unit of these goods, because of the economies of scale occasioned by mass production, make them affordable for the poor in the periphery, thus saving them from starvation and other wants, even as their jobs are eliminated by the same process.  


The third policy area that attracted the attention of the international institutions involved the state-owned enterprises. From 1986 to the present (2006) the privatization of the SOEs has remained an issue of contention between Haitian leaders and donors. State-owned enterprises played a major in that part of the manufacturing sub-sector not connected to export. They produced such items as vegetable oil, tomato paste, pasta, sugar, flour and cement. In the services sub-sector, state-owned enterprises were involved in telecommunications, electricity, water and banking. From 1982 to 1985 losses by SOEs reached more than 4 percent of GDP. It was in this against this background that donors began to press Haitian state officials in 1986 to divest from some of these ventures. It must be conceded that there may have been well-founded reasons for privatization as a concept. 


But instead of proceeding to detailed analyses of each company’s assets and liabilities, as well as considering types of reform that fall short of privatization but may have been just as effective in returning the SOEs to profitability, the international institutions adopted a scorched-earth strategy. They advocated privatization across the entire spectrum of Haitian state-owned enterprises. Among the first to go was the Haitian-American Sugar Company (or HASCO) in 1987, an entity that dated back to the first American occupation and whose silhouette (chimney) could be seen from the most elevated points in Port-au-Prince.
 


The lack of transparency in the privatization process meant that Haitians were not always sure who the prospective buyers of the SOEs were, how much they were offering in tender and what was the market value of the assets proposed for sale. Soon pressure from the street, including from a young firebrand priest by the name of Jean-Bertrand Aristide, would force the Haitian leaders to declare an informal moratorium on privatization. Thus, few state-owned enterprises were privatized between 1987 and 1994. Those that the state could no longer afford to keep open were simply closed. But privatization would return in force in late 1994 with the restoration of Aristide to power, three years after the coup of September 30, 1991.  


Economic policy formulation in Haiti in the mid-1990s was truly an international undertaking. It is not an exaggeration to suggest that the government of Haiti, both the one in exile as well as the one that was returned to power on October 15, 1994, was essentially a bystander in the crafting of policy regarding Haiti’s future, although it would play a significant role in pushing back those policies it found objectionable (e.g., privatization). This is one aspect of the game of chicken between dependent countries and international institutions. The former may not be able to say no to problematic policies, because of the withdrawal of aid this might entail. Still, they may decide not to execute those policies, or prevaricate in their implementation. 


The following international institutions were involved in drafting the blueprint for the economic recovery of Haiti in the mid-1990s, a sign of the internationalization of the Haitian crisis, or viewed alternatively, an indication of the failure of the Haitian state to take the lead in setting the future course of the country: Inter-American Development Bank (IDB), World Bank (IBRD/IDA), United Nations Development Program (UNDP), Food and Agriculture Organization (FAO), United Nations HABITAT, United Nations Economic, Social and Cultural Organization (UNESCO), United Nations Family Planning Association (UNFPA), United Nations Fund for Children (UNICEF), United Nations Industrial Development Organization (UNIDO), World Food Program (WFP), European Union (EU), U.S. Agency for International Development (USAID), Organization of American States (OAS), Pan American Health Organization (PAHO), World Health Organization (WHO), and Canadian International Development Agency (CIDA).


Jointly the aforementioned institutions penned the Emergency Economic Recovery Program (henceforth EERP), which was a roadmap for the economic reconstruction of Haiti. Details of the EERP were supposed to be adjusted according to the progress of the program. The Executive Summary and the section entitled “Macroeconomic Conditions: A Statement of the Problem” captured the enormity of the Haitian challenge in the mid-1990s. There was a dramatic decline in economic and social conditions. From 1980 to 1991, real Gross National Product per capita fell by about 2 percent each year. Between 1992 and 1993, real per capita income dropped at a multiple of this rate, or well below 250 USD, which made Haiti by far the poorest country in the Western Hemisphere.  Gross Domestic Product (GDP) had declined by 20 percent in 1992 and 1993, and by an additional 10 percent in 1994, Inflation, which had averaged 25 percent a year in 1992 and 1993, was estimated to have more than doubled to 52 percent by the end of 1994.
 


The years of the coup d’état had adverse effects on public finances, as Haiti reeled under an international embargo. Tax revenues as a percentage of GDP were cut in half to 4 percent in 1994.   Government deficit increased from 0.5 percent of GDP in 1991 to 4.7 percent of GDP in 1994. Because of the fiscal deficit, Central Bank net credit to the public sector increased by an average of 65 percent a year between 1992 and 1994. Total exports fell by over 40 percent in 1994 to $47 million, which was about one-third their 1991 level. Total imports declined by 20 percent in 1994, and by about 66 percent, excluding food and supplies imported for humanitarian reasons. 


Finally, state institutions were in total disarray. Even the most basic services were not provided to any degree approaching acceptability by the de facto government. Mountains of garbage rotted under the Port-au-Prince sun; the capital was plunged in total darkness sometime for days. The army (FAD’H), ostensibly the guarantor of peace and order, was a major source of violence and disorder, along with paramilitary forces such as the Front pour l’Avancement et le Progrès d’Haiti (or, more ominously, FRAPH, or hit).  


What did the international institutions propose to remedy the aforementioned situation? The EERP broke down the Haitian economy by sector, highlighted the problems in each one and proposed strategies (and costs) for addressing these problems. While the EERP did not remove the government entirely out of the economy, there is no doubt that the overwhelming orientation of the report was toward the private sector. The bias would be one of the reasons Aristide would fall out of favor with the “international community” in late 1995. Among other institutions, the EERP suggested the privatization of ports, the telecommunications company TELECO and the electricity company Electricité d’Haiti. A total of 9 state-owned enterprises were to be privatized. 


The EERP saw the usefulness of the state mainly in instrumental terms: “Government must assume leadership of the strategic development efforts that the international community will support in Haiti.”
 In other words, donors would finance Haiti’s economic recovery but needed government to cheer on (take ownership). Nowhere is it mentioned in the report that in the mid-1990s the Haitian state had essentially collapsed, and therefore needed to be revived. The EERP, in the end, was a wish list of what needed to be done in Haiti, but an incomplete one at that, for it mainly left out the most important item (reconstruction of the state). 


When it became clear in late 1995 that the Aristide government would not go along with the proposed neo-liberal reforms, at the heart of which was the privatization of the SOEs, the international institutions began to disengage from Haiti. This was in direct contradiction to the EERP’s own counsel, which enjoined donors to commit to “long-term development objectives and to the continuity of aid flows.”
 A Stand-By Agreement with the IMF, expected to be reached in December 1995, never materialized and by 1997 aid to Haiti by the international institutions, as well as government donors such as USAID, essentially came to an end.  De facto, aid was based not on Haiti’s needs, much less strengthening the state, but implementation of neo-liberal reforms. 


Indeed, the international institutions abandoned Haiti at a time when it was most in need of external help. It would be another 10 years before the World Bank and IMF seriously engaged a Haitian government again. The World Bank stated its reasons for disengagement in Haiti from the late 1990s through the early 2000s in the manner of a angry teacher justifying the punishment of an irreverent pupil: “The International community has established three conditions for re-engagement in Haiti: a resolution to the political crisis, macroeconomic stability, and a commitment by the government to undertake sectoral reforms (meaning probably SOE privatization, among other measures). These conditions have not been met. Even once they are met, the Bank should approach re-engagement in Haiti with extreme caution.”
 This was part of a pattern: massive international intervention followed by abrupt withdrawal, mutual bitterness and  finger-pointing. Graph 5.2 shows the precipitous decline of external aid (ODA) from the mid-1990s through the early 2000s.
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    Source: Republic of Haiti, IFC, July 2004, p.3.


Sadly, the breakdown was unnecessary, for there was much the international institutions and Haitian officials could have agreed upon, such as expanding and further professionalizing the newly-created Haitian National Police, modernizing the justice system, disarming civilians, improving tax collection, funding for public works projects –– in sum, strengthening the state. These steps might have imbued the state with credibility in the eyes of ordinary Haitians, who might then have lent their support to more controversial policies. But donor preoccupation with “getting policy right” led to skewed priorities and inverse sequencing. 


The Haitian failed state and underdevelopment were exacerbated in the 1990s and early 2000s not so much by the implementation of neo-liberal policies favored by international institutions –– the coup d’état and ensuing embargo probably had greater effects –– but by the fact that these policies were allowed to take center-stage and given a virtual veto power over other priorities. Of what effect would it have been be to most Haitians if TELECO were privatized? Yet, privatization and other neo-liberal policies held other vital issues hostage. This was an example of underdevelopment and state failure by omission rather than commission by the international institutions. 


The reentry of the international institutions into Haiti occurred after February 2004, following the second overthrow of Aristide and his replacement by an interim government headed by erstwhile Florida resident and former UN official Gérard Latortue. The terms of their latest engagement were set in the appropriately named Interim Cooperation Framework (Cadre de Coopération Intérimaire). 


It should be recalled that World Bank and IMF policies are not made in a vacuum. Instead, they are made in a complex environment involving not only Bank and IMF officials, but also borrowing government; core states that are also important “shareholders” in both institutions; development activists, including celebrities; other multilateral institutions (e.g., the UN and its specialized agencies); major world events and even perhaps prevailing intellectual ideas about development.
 This is why it is unwise to generalize about Bank and IMF policy behavior. The agencies are undoubtedly committed to neo-liberalism and globalization, but this commitment can be jettisoned to incorporate other goals. After all, even the most hard-nosed of neo-liberals and globalization advocates are in favor of poverty reduction; they just think that it can be  better achieved by markets through economic growth and free trade than by states. 


At least three important events occurred from the late 1990s to 2001 that may have occasioned a shift in Bank and IMF policy, which may, in turn, explain the change in tone and orientation in the Haitian ICF, which was written in close consultation with the Bank and other donors. In 1998 there was the Asian Financial Crisis, whose immediate cause was a sudden recall of loans from foreign creditors, which created a liquidity crisis in private Asian banks and firms that depended on those loans to, respectively, lend and borrow for expansion. But the deeper cause of the Asian Financial Crisis was that East Asian countries, especially Thailand and Indonesia, had been encouraged by the IMF to liberalize their capital markets before they had had a chance to put in place the kind of regulatory safeguards that might have instilled foreign investor confidence in their economies in hard times. 


The lack of transparency in market transactions occasioned by weak rules, as well as the expectation by private firms that they would be rescued by government in case of trouble, fostered moral hazard; specifically, banks made loans to high-risk projects they might otherwise demur in making had state regulation been stronger. Once the Thai Bhat fell to relentless attacks by currency speculators, there ensued the herd behavior of foreign investors anxious to recover their loans from other Asian countries. It is interesting to note that the one country that did put limit on capital repatriation, Malaysia, was able to avoid the worse of the crisis, and China was not affected at all, because its success had been based on direct foreign investment in fixed assets rather than borrowed movable capital that could be recalled at the whims of foreign investors. 


In any event, the Asian Financial Crisis demonstrated the limits of neo-liberalism, even in countries that had hitherto been regarded, and justly so, as success stories. It also underscored the need for a continued role of the state in the economy. The Asian Financial Crisis in 1998, in spite of its short duration (most of the countries recovered within 2 years), was a watershed in that it was a spectacular example of market failure, and whenever markets fail the corrective instrument is typically the hierarchy of state. 


In 2000 the UN convened the Millennium Summit at which the Millennium Development Goals were launched. These were 8 goals that essentially focused on quality of life or human development rather than growth rates, the centerpiece of the neo-liberal policies of the 1980s and 1990s: eradication of extreme poverty and hunger, universal primary education, gender equality and empowerment of women, child mortality reduction, improvement in maternal health, combating HIV/AIDs, malaria and other diseases, environmental sustainability and creating a global partnership for development.


The World Bank was an enthusiastic supporter of the MDGs. Indeed, World Bank president James Wolfensohn had made poverty reduction his priority since his appointment in 1995, at least rhetorically.
 In 2000 the Bank issued its annual World Development Report, which put poverty reduction at the center of Bank lending policy. Wolfensohn was characteristically blunt: “Our motto is a world without poverty.” The Bank had an expansive view of poverty, which was more that just low income. Poverty also entails social and political forms of deprivation, as articulated by Amitai Sen.
 But perhaps the biggest shift in the Bank’s approach to poverty was this: Poverty reduction would not be achieved unless it is underpinned by inclusive institutions that allow people to participate in, and take ownership of, development efforts. Based on this idea, the Bank and IMF would henceforth insist that countries seeking funding would have to produce Poverty Reduction Strategy Papers (or PRSPs). 


PRSPs have four components: a poverty diagnosis; priority actions spanning a three-year time horizon; goals, indicators and monitoring regimes; and a description of a country’s plan for public participation. Like SAPs in the 1980s and early 1990s, PRSPs would be the basis for development assistance by the Bank and the IMF in the new millennium, as well as the requirements for debt reduction under the two agencies’ Heavily Indebted Poor Country (PIPC) Initiatives. But there was one huge difference: whereas SAPs stressed, once again, export-led growth, PRSPs emphasize quality of life or human development that recalls the “basic needs” approach of the 1970s. The Bank and IMF seemed to have pulled back from the orthodox, pro free-market policies of the 1980s, thereby implicitly conceding that these policies had either failed or the time for imposing them on developing countries had passed.   


The last Bank and IMF policy-framing event was the triple attack on the U.S. on 91101. The events of September 11, 2001, was at least a temporary setback for globalization for two reasons. Firstly, the ease with which the terrorists implemented the operation –– for example, using legitimate financial institutions to move funds around the world –– underscored the dangers of unfettered capitalism and the need for state control of financial systems. Secondly, the fact that the terrorists had used a failed state (Afghanistan) to train for the mission showed that there were challenges in the post-Cold War worth addressing other than the expansion of capitalism (globalization). September 11, 2001, brought to the U.S. in very sharp relief the reality that non-market institutions, especially states, still mattered. Thus an administration that had heaped scorned on its predecessor for so-called nation building found itself in Afghanistan and later Iraq as the driving force in, the reader need not guess, nation building (a misnomer, for what is really meant is state building).  The lesson could not have been lost on the World Bank, IMF and other international institutions.


I believe that ongoing donor policy toward Haiti has been informed by the above-mentioned factors. A reading of relevant documents since 2001 confirm this. They include the World Bank’s Haiti Country Assistance Evaluation of 2002, the Interim Cooperation Framework (ICF) of 2004, which still guides policy toward the democratically elected government of Préval/Alexis and the IMF’s Haiti: Interim Poverty Reduction Strategy Paper of 2006. Of the three documents, the most important is the second: the ICF. 


Produced jointly by the interim government of Haiti and donors, including the World Bank, the Inter-American Development Bank, IMF, the European Union and the UN, the ICF, like the EERP of 10 years earlier, was a blueprint for economic recovery, whose recommendations were to commence immediately under the interim government of Latortue/Alexandre but were expected to continue under a permanent, democratically elected, regime. What is interesting with the ICF is its tone and orientation.  This is also true of the other documents. The tone is a somber assessment of the Haitian situation and the orientation is clearly toward remaking the Haitian state so development can be realized. In these documents, it could be said that, finally, the international institutions and Haitian elite have gotten their priorities straight. Such a judgment, however, is tempered by the knowledge of a seasoned student that the road to development is littered with promises, or lofty rhetoric, that are often betrayed by the reality of policy and bureaucratic habitude. 


The ICF identifies these priority domains: political governance and national dialogue; economic governance and institutional development; short-term job creation and social protection (later called social appeasement); protection and rehabilitation of the environment; local development and decentralization; education; agriculture and food security; infrastructure development; private sector development. The first two objectives are essentially connected to state making. Under political governance, for example, were subsumed these activities: security, policing, and a program called Demobilization, Disarmament and Reintegration (DDR) of members of armed groups into society. Political governance also included improving the quality of the justice system, upgrading prison facilities and protecting human rights. All of these were attempts to (re)assert the supremacy of the Haitian state. 


Economic governance entailed crafting a credible government budget, fighting corruption and improving the quality of the civil service. The issue that had been the thorn on the side of donors and Haitian government officials remained (i.e., privatization), but was given a new name (passation de marchés publics). In addition, the ICF speaks of modernizing the management of public enterprises in key sectors, which suggest that donors and Haitian officials were now willing to consider reforms of SOEs other than privatization.


All of the other items after political and economic governance, except the last, were really about improving human lives through increasing access to basic services, as envisaged in the Millennium Development Goals, and providing public goods. It is interesting to note the last item, which is private sector development. It had clearly been downgraded since the publication of the last major document produced by a Haitian government and donors (i.e., the EERP of 1994).


The emphasis on security (a component of political governance) underscores the deteriorating insecurity that prevailed in Haiti in 2004. In the urban areas, especially in Port-au-Prince, armed groups linked to former president Jean-Bertrand Aristide had established virtual “no go” zones for the Haitian National Police (e.g., Cité Soleil). In the countryside, remnants of the “rebels” who had taken up arms against Aristide continued to operate, because the PNH was too small and ill-equipped to establish a credible presence throughout Haitian territory. The ICF envisaged augmenting the operational capacity of the forces from 3,000 in 2004 to 6,000 and eventually to 20,000 by 2015.


The interim government had estimated it would need 1.3 billion USD to finance the ICF from July 2004 through September 2006. It had 137 million USD on hand, plus 315 million USD in external aid already in the proverbial pipeline. Thus 924 million USD were needed in fresh funds. Of this amount, 145 million USD were to be spent during July –September 2004, 426 million USD during fiscal year 2004-05 and 353 million during fiscal year 2006-07. In July 2004 a donor meeting was convened in Washington D.C. in which Haiti, somewhat surprisingly, received in pledges, more or less, the amount suggested by the interim government. Of the 1.3 billion USD, 956 million USD would be disbursed by early 2006, but there would be little visible improvement in the lives of most Haitians, as the ICF had sought to achieve.


In the IMF’s own words in late 2006, “Haiti stands no chance, with the public policies adopted so far, of reaching the Millennium Development Goals by 2015. Out of the seven groups of indicators used internationally for measuring progress made. Haiti is likely to meet only two of the Objectives, namely gender equity and the fight against AIDS and other infectious diseases. More troubling is the fact that instead of poverty reduction in recent years, some indicators ––e.g., regarding forest coverage and infant malnutrition ––have deteriorated.”
 What happened to the ICF? More importantly, many Haitians have asked, what happened to the 956 million USD disbursed by donors in support of the ICF?
 Such a large sum, along with internal sources of state revenue and remittances by Diaspora Haitian, should have made a difference. 


The Haitian experience with the ICF underscores why skepticism of international institutions is warranted. At least 4 factors seem to have doomed the fate of the ICF, preventing it from fulfilling its lofty goals. 


Firstly, much of the money pledged went toward helping Haiti catch up with arrear payments to creditors. A portion of what the international institutions were giving with one hand, they were taking back with another. Aid in this instance was more of an accounting procedure, whereby entries were moved from one column to another with no consequences on the ground. All the earmarked funds were not necessarily being injected in the Haitian economy, which is where they were sorely needed, not in the coffers of the international institutions. 


Secondly, having recognized that the Haitian state needed strengthening, the international institutions, instead of funneling resources through Haitian ministries, decided to funnel them through their representatives in Haiti, NGOs and other non-state actors. The net result was that the Latortue/Alexandre government often found itself having to go to donor officials in Haiti to petition for money, or being simply a bystander in the implementation of projects. The clearest example of this was the February 2006 presidential and legislation, which was delayed four times before it was finally held. 


The Conseil Électoral Provisoire (CEP) was in charge of running the logistics of the election but funding was entrusted to the UNDP and security was given the MINUSTAH. Haitian election officials would announce the need to do X, Y, Z, but in the same breath confirm that X, Y, Z could not be done because the funds were at UNDP, which itself would sometime assert that a specific donor had not delivered on a pledge and that it, too, lacked funds to disburse to the CEP. 


In the end, the February 2006 election cost nearly 80 million USD, the most expensive in Haitian history, and still nearly ended in fiasco as the outcome of the presidential poll was decided by negotiation rather than voting results. It is probable that the election would have been much cheaper, but for the foreign hordes of democracy “experts” and election “specialists,” who were retained at much higher levels of remuneration than their Haitian counterparts and had little at stake in Haiti. 


Failure here was (is) two-fold. In spite of the manifold weaknesses of the Haitian bureaucracy, one of which is undoubtedly corruption, non-Haitian development specialists and non-state actors (NGOs) are not necessarily better at providing services than the Haitian civil service. The fact that conditions in Haiti deteriorated under the interim government, in spite of the apparent injection of millions of dollars (though not as much as claimed) managed by non-Haitians is clear proof of this assertion.  A “lesser” failure here was (is) one of coordination. Each donor had its pet projects and NGOs it wanted to protect, and these projects were not always in harmony with the ICF, neither in spirit nor letter.  It is not too far afield to suggest that international institutions have ran de facto parallel governments in Haiti, in the forms of NGOs and other organizations working outside any state supervision.  


Thirdly, the ICF failed because the international institutions lack the bureaucratic creativity and policy imagination necessary to the Haitian milieu. Simply put, their cumbersome procedures and rules were too slow to make difference in an environment in which urgent action was needed on a variety of fronts. They recognized that Haiti was,  euphemistically, a LICUS (Low Income Country Under Stress, or failed state), but their actions betrayed this recognition.  Soon after the interim government was sworn in Haiti needed an immediate shot in the arm to give the new authorities credibility. Even though the ICF was produced in record time, aid disbursement was slower, and, as stated earlier, occult (i.e., opaque). This would be repeated in 2006. Simply put, the international institutions were designed to deal with the stable environment typical of working states. They cannot make policy quick enough in the unstable and therefore uncertain environment of failed states.


Fourthly, and perhaps more importantly, the failure of the ICF to improve the conditions of the Haiti masses was due to the fact that, in spite of the rhetoric of poverty reduction, international institutions continue to focus on the macroeconomics of development policy rather than the Millennium Development Goals. Their agenda for growth still stresses physical and human capital accumulation in a stable macroeconomic environment, but, as economists increasingly recognize, the institutional framework for growth greatly matters. It includes “reforms that expand opportunities for households (especially the poorest), improve the climate for doing business and improve the accountability of elected officials,”
 and, one might add, providing basic security to property and person. 


The interim government, the World Bank and IMF would later concede, performed some macroeconomic tasks admirably. In the two years it was in power, it reduced inflation from 20 percent to about 12 percent. It increased Haitian import reserves from 20 million USD to 120 million USD. It created a unit to fight corruption (Unité de Lutte Contre la Corruption). It held down government spending and relaunched the process of privatization of the SOEs. One of the perverse effects of aid is that it often leads government to undertake policies that are intended to have aid released, rather than policies that benefit ordinary citizens. Aid in this instance becomes the raison d’être of government, rather than the creation of an enabling environment for development. The interim government may have fallen into this trap.


In sum, the Latortue government was a technocratic success but an utter development failure. Ordinary Haitians benefited very little from the 956 million USD ostensibly released by the international institutions. Perhaps the most glaring failure was in the area of security and policing. The IFC had promised to increase the size of the PNH to 6,000 officers by 2006. There was nothing of the sort. New police recruits were graduating in classes of 250, at which pace, according to one expert, Haiti would have an adequate police force somewhere around 2050.
  


However, the interim government was not entirely to blame. The international institutions, after all, held the purse strings. The problem with the World Bank and IMF is that they think they know how to build economies, which is a debatable proposition, and they do not know how to build states. The experience of Haiti under Latortue suggests a prototype of internationally induced state failure and underdevelopment nestled somewhere between commission and omission that may be called: state failure and underdevelopment by temporization. 


That this part of the chapter addresses the experience of Gérard Latortue at the pinnacle of Haitian state power provides a good transition to the next and final part of the chapter, which is a relatively neglected dimension of globalization: how population movement is changing the face of domestic and international politics.  
The Transnational Citizen: The Role of Diaspora Haitians

Economic globalization, that is to say, the ways in which transnational corporations and other institutions have facilitated the movement of capital and production processes, has dominated scholarly discourses on globalization. Yet, economic matters are only one aspect of the globalization phenomenon. As suggested earlier, globalization has social and cultural dimensions. The rapid movement of goods, services and currency across borders in “real time” is only slightly ahead of that of people. 


The point may seem trite, but capital goods are not self-produced, nor do they move themselves. Behind them lurch people, capitalists and workers. One of the geniuses of Marx is that he never lost sight of the social character of capital. Viewed from this angle, globalization is really the dislocation of class struggles from domestic spaces arranged and managed by states and their transmutation unto a world space arranged and managed by international institutions with the (sometimes) consent of states. We do not mean to suggest that class struggles cease to occur locally; of course they continue, but in the age of globalization, they have transnational implications, for they take place in more than one locale. Likewise, politics, which often reflects class struggles, has become transnational. 


Globalization does not just seek to deploy non-human capital where return on investment is most optimal, it also compels human capital to do likewise. Absent various forms of social prejudice, the market for labor is no different from the market for the others means of production. Ceteris paribus, differences in the returns on labor, which is to say essentially wage differentials, will always induce rational responses on the part of workers. Perhaps chief among these responses in an age where distance is no longer an insurmountable barrier is migration, whose attraction stems not only from labor market conditions but also transportation technologies. Ease of travel has given a decisive advantage to exit over voice and loyalty, not only to highly skilled workers but, increasingly, lowly skilled workers as well. Furthermore, in an age of media conglomerates transmitting news all over the world (the so-called CNN effect), the “West” is “imaged” to the “rest” in ways that make the former irresistible, especially as conditions in the latter continue to deteriorate for the masses.



Here it is necessary to provide definitions of some key concepts. Transnationalism may be understood as the sense of loyalty, or “fellow feeling,” that one feels toward two or more states. Transnational citizenship is the political manifestation of transnationalism. It is expressed in various ways, including the maintenance of formal citizenship in, as well as active participation in the politics of, two or more states. Transnational citizenship need not involve the physical presence of the transnational citizen in two separate realms, at least not for extended periods of time. A transnational citizen may establish a permanent presence in the hostland but engages in civic and collective actions aimed at benefiting the homeland. It should be readily apparent that it is possible to be a transnationalist without being a transnational citizen, but it is not possible to be the latter without being the former. 


The migration of Haitians has been long standing, and, it can even be argued, has been connected to globalization (viewed here from a Braudelian standpoint) from the beginning. The first en masse migration of Haitians took place from the late 1790s through the early 1800s when Haiti was in the throes of the struggle for liberation. The Haitian revolution, which lasted 13 years (1791-1804), was a reaction to the cruelties of slavery wrought by early globalization, which it should recalled is (in part) about expansion of the capitalist mode of production. As CLR James astutely points out, the plantation system was the precursor to the modern factory, except of course that in the former labor is compulsory and non-remunerated while in the later it is “free” and compensated by wages. 


The first wave of Haitians emigrants landed in Louisiana, specifically New Orleans. The reason should be obvious: Louisiana was the closest French territory to Haiti outside of the Caribbean. According to Alfred Hunt, “5,574 St. Domingan refugees entered the territory –– approximately 1,887 whites, 2,060 free Negroes and 2,113 slaves” in 1800.
 It should be noted there were more slaves in this group than free people, which suggests that not all slaves in revolutionary Haiti chose to fight their masters. It is safe to say that most of these refugees probably did not return to Haiti after the revolution. They became permanent emigrants.


A second wave of Haitian emigration began in the late 19th century and lasted  through the 1930s. These Haitians may have been compelled to leave Haiti by the push of population growth and the pull of employment opportunities in the neighboring islands, particularly Cuba and later in the period (i.e., 1920s) the Dominican Republic. It has been estimated that the revolution may have reduced the population by as much as one-third, that is, from 550,000 to between 300,000 and 350,000. If so, it is understandable why Haitians did not emigrate en masse for much of the 19th century. Land was abundant, while labor was scarce. This may well explain why efforts to restore the plantation system failed. Ordinary Haitians were not only scarred by the horrors of slavery; since land was aplenty, they also preferred to be independent producers rather than work for some else. 


By the late 19th century the population of Haiti had exceeded the prewar population. The practice of dividing land equally among children of the deceased had become an institution. Deforestation throughout the 19th century had reduced forest cover by almost 50 percent. The Malthusian prediction had begun to take its toll, that is to say, population growth combined with reduced carrying of the land and natural resources in general. Emigration was one way to handle the dilemma. The lack of resources by Haitian peasants acted as a break against the mobility of emigrants. Emigration (more accurately, migration) to Cuba and the Dominican Republic became the most suitable means of relieving Haitian demographic pressure. 


With the onset of the Great Depression, migration to Cuba essentially ended but movement to the Dominican Republic continued. This, too, would come to an end after 1937, when Dominican dictator Raphael Trujillo ordered the massacre of tens of thousands of Haitians. Emigration renewed apace after 1957, the year François Duvalier came to power. From now on, we refer to post-1957 emigration as modern emigration, to be distinguished from old emigration, for the patterns between the two are different. Whereas most Haitians from old emigration were really migrants, that is to say, people who left Haiti temporarily for the sugar plantations of Cuba and the Dominican Republic and were expected to return after they had saved enough capital for a jadin (garden or farm), the people in post-1957 emigration really met the definition of emigrants.
 Most left Haiti permanently, or at least until Duvalierism was over, or so they rationalized. Also, Haitians from old emigration were mostly peasants. Haitians from modern emigration were at first mostly educated urbanites, followed later by peasants, although the latter had always practiced internal migration. 


In the Haitian context, international migration, or modern emigration, has typically followed a number of tracts. In the first instance, there are those Haitians who migrate overseas legally. This entails obtaining authorization to do so from the embassy of the host country in Port-au-Prince, or that the requisite legal papers have been obtained through a family member (e.g., a spouse) already living there. In any event such a person is leaving Haiti legally and may do so for a variety of reasons, but the overwhelming majority of Haitians have probably emigrated for economic reasons. This was so, I would suspect, even at the height of the François Duvalier tyranny. 


Still, the Haitians who left Haiti in the 1960s tended to be professionals and artisans, in short, people with skills that could be deployed in their new home at relatively high levels of remuneration. The principal barrier to the upward mobility of these early Haitian emigrants was language, especially for those who emigrated to English- or Spanish-speaking countries. Scores of doctors, nurses and teachers left not only for North America but more distant places such as Senegal, Ivory Coast and Congo. 


In the second instance, there are Haitians who become emigrants, although formally they may not have started as such. These are typically Haitians who leave Haiti legally for temporary reasons and then choose not to return. The rationales for their leaving run the gamut: to study, visit relatives, seek treatment for an illness, accompany a minor, who is joining her parents permanently overseas, etc.
 Sometimes these reasons are mere subterfuges for permanent emigration. Haitians in the 1960s and 1970s showed great creativity in this area, until immigration officials in the U.S. and Canada, for example, caught on. It should be noted that a person who has traveled legally, for whatever reason, becomes an illegal emigrant once her visa expires. Hence an illegal emigrant may have had legal status before become an illegal emigrant. 


In the third instance, there are Haitians who seek relocation overseas without the requisite authorization of officials from the targeted host country. In other words, they are illegal emigrants from the beginning.  Almost invariably illegal emigrants in this category who are leaving Haiti for destinations other than the Dominican Republic do so by boats, hence the pejorative “boat people.” 


There have been different paths to illegal immigration. Some Haitian would-be illegal emigrants leave their rural homestead for Port-au-Prince, whereupon they travel overseas. In the 1970s, employment in the assembly manufacturing sector was a means for these would-be emigrants to save enough for the fees charged by the smugglers (in those days, usually around 1,000 USD). Port-au-Prince, therefore, served as a home for migrants as well as a launching pad for emigration. Thus one may speak of rural-urban-overseas migration.  The targeted host countries were usually the U.S. and the Bahamas, which acted as both a transit point and a final destination. 


In the early 1980s a new pattern emerged: direct emigration from rural Haiti to overseas. This coincided with the Kreyòl Swine Eradication program discussed in the last chapter and the general decline of the Haitian rural economy, which is caused in part by environment degradation. In sum, modern Haitian emigration is inextricably linked to economic globalization. Smugglers would sometimes arrange for would-be emigrants from Port-au-Prince to assemble in the rural areas (e.g., Jean Rabel and Port-de-Paix in Northwest department) for embarkation overseas, in which case one may speak (somewhat tongue and cheek) of urban-rural-overseas migration. We are concerned primarily in this chapter with what becomes of the Haitian emigrant once she reaches her overseas destination. 


For a large number of Haitian emigrants, legal or illegal, the decision to leave Haiti is a collective decision based on economic considerations similar to those of a private  investor. The process works approximately as follows, although there are variations. A family decides that one of its members should emigrate, or perhaps more common, an individual decides to emigrate and then lobbies family members for support. Whether chosen or self-chosen, almost always this person will be the most “entrepreneurial” family member, as evidenced, for example, in the number of years of schooling, among other factors. However, when it comes to who emigrates, Haitians do not seem to discriminate against women, as women in the U.S., for example, make up 51 percent of the Haitian emigrant population.
 


Having decided that one of its members should seek opportunities elsewhere, the family then pools its resources, perhaps even including those of non-family members, to provide the aspiring emigrant with the means necessary for the trip and for settling in the new environment. It is one of the greatest fears of a Haitian family that one of its emigrating members will forget those left behind, or experience a misfortune abroad (e.g., an illness, or worse, death) that precludes the honoring of familial obligations. 


The most entrepreneurial family member gets to emigrate, probably because she (or he) is thought likely to provide a higher return on investment than a less well-endowed individual. For it follows that a skilled emigrant is likely to find work more quickly and with better pay than an unskilled one, especially if language is not a barrier in the host country. Among the first things that a Haitian emigrant will do once she (or he) starts working is to pay back those who may have pooled their resources in Haiti to make the trip possible. Typically, there is no set interest associated with this “loan,” although the emigrant may be expected to make payments several times larger than the original amount in the form of “gifts” in the course of a lifetime. Furthermore, repayment need not be monetary; it can be in kind involving a wide range of gestures (e.g., clothes, household electronics, a letter of invitation to yet another aspirant emigrant to come to the host country, etc.).  


It has been observed that Haitian emigration, particularly illegal emigration, to the U.S. tends to rise when conditions in Haiti go from bad to worse, as happened in the aftermath of coups d’états, or when the Haitian economy turns further south. Emigration can therefore be seen as a way for a family in Haiti to self-insure against risk. In an environment of continuous economic decline, wrought in part, once again, by economic globalization and, just as importantly, the failed state, families will try to achieve optimality from the human capital stock by spreading it over several economic “zones,” with a concentration of members in the most promising ones (hence the preference of Haitians for the U.S.). In this way, downturn in one area may be compensated for by continuing prosperity in another. Thus it is a rare Haitian family that does not have family members in more than one country beside Haiti.  


The typical Haitian emigrant, of whatever generation and legal status, maintains close ties with Haiti, which are expressed in a variety ways. Kinship ties are expressed through remittances, letters, telephone calls, visits, support for NGO, etc. Non-ascriptive links to Haiti are maintained in more subtle, but not less significant, ways. Haitian emigrants to the U.S. tend to relocate where there are other Haitian emigrants. In fact, four states are home to 80 percent of Haitian emigrants: New York, Florida, New Jersey and Massachusetts. In Canada one province is home to 80 percent of Haitian emigrants: Québec. 


The decision to relocate where there are other Haitians can be attributed to practical reasons, such as greater ease by a new emigrant in finding housing and, more importantly, work. But it can also be seen as an attempt to (re)recreate community and  maintain ties with Haiti. Proof of this may be found among emigrant Haitians who have moved outside of areas of high Haitian concentration in the U.S. (e.g., moving from Queens to Suffolk County on Long Island, New York). These upwardly mobile Haitians will often travel to the heavily Haitian populated neighborhoods on weekends (Flushing and Cambria Heights in Queens) to partake in various activities, even as they privately boast of their success in finding residence elsewhere. 


Non-ascriptive ties to Haiti is also maintained through more impersonal means, such as the telephone and Internet. There are round-the-clock Kreyòl- speaking radio and television stations in south Florida, as well as scores of Haiti-related websites on the Internet, where Haitians from all over the world can get news about Haiti, buy travel tickets and even make dating arrangements. In other words, the information and communications technologies associated with late globalization are helping to create community among Haitians.


The Haitian emigrants of the 1960s had what may be called a bunker mentality. Many did not expect to settle overseas for the rest of their lives. Even though most may have left Haiti mainly for economic reasons, they attributed their plight to political factors. They bolted Haiti for the U.S., Canada, Mexico, France and countries, but expected to return once the Duvalier regime was no more. Consequently, many of these modern Haitian emigrants (like the author’s father) never became naturalized citizens, especially if they had left Haiti with permanent resident status (the “green card”). Those who did become citizens of the host country probably did so more for practical reasons, such as sending for their spouse, children and even adult siblings left in Haiti. According to Michel Laguerre, after 1996 many Haitian emigrants in the U.S. became U.S. citizens to qualify for social benefits.


These emigrants generally maintained a strong interest in Haiti; they even evinced a certain disdain toward some hostlands, especially the U.S., which had given strong support to the Duvalier regime. It is these emigrants, now approaching the twilight of their lives, who have proven the most willing to return to Haiti and take part in Haitian politics. They include some very famous names: René Préval (the current President), Gérard Latortue (the last interim prime minister), Leslie Manigat (former president), Yvon Neptune (prime minister under Aristide), Marc Bazin (former finance minister and de facto prime minister), the late Gérard Pierre-Charles (head of the Organisation du Peuple en Lutte, OPL), etc. 


Inasmuch they eschew political participation in hostlands, as reflected, for example, in their maintenance of Haitian citizenship, these emigrants cannot be considered transnational citizens. On the other hand, they often participate in the civic affairs of the Haitian community in the hostlands, reserving formal participation in politics for Haiti. In this sense, even these “old timers” can be said to be transnational citizens, although their formal citizenship is not split between two states. 


The emigrants from 1960s gave birth to a generation of Haitian-Americans, that is to say, children either born in the hostland or who joined their parents at a very young age. These individuals, unlike their parents, are what may be called the roots of the tree of transnational citizenship. They identify themselves as Americans, look and sound “American” (speak English with a slight or no Haitian accent), but at the same time also partake in Haitian culture. They understand, if not speak, Kreyòl, eat Haitian food and are aware of the latest twists in Haitian politics. To their parents, they are the bridge between the hostland  and the homeland. Consequently, they may be called upon to perform a variety of tasks, such as writing a letter in English to U.S. immigration authorities, filling out tax returns and helping a newly arrived Haitian emigrant adapt to the U.S. milieu. 


These Haitian-Americans have a sense of bifurcated loyalty between the U.S. and Haiti probably very early in their teenage years; in other words, they are transnationalist, but this development is not automatic. It depends, in large measure, on the extent to which “otherness,” which in this case means “Haitian-ness” is reinforced at home so that it can resist pressure to comply with “American-ness” outside (especially in the schools). Some Haitian-American teenagers go to great length to deny their Haitian heritage (such as making their names English-sounding, as when Michel becomes Michael or Mike), because of peer pressure and the lack of support for that heritage at home. 


Haitian parents may have practical reasons for not wanting their children to admit to outsiders they are Haitian-Americans. For example, if they are in the U.S. illegally, they may fear being uncovered by immigration authorities. Consequently, they may counsel their children not to reveal any tie to Haiti. Overtime, this denial can be the source of a deep sense of shame in young Haitian-Americans, especially if they are “outed” and become the objects of constant teasing by non-Haitian-American peers. To prove their “American-ness” these young people may engage in all manner of behaviors characteristics of U.S. teens, including joining gangs and embracing the entire repertoire of hip-hop culture.


The Haitian-Americans who manage to keep their Haitian roots during the crucial teenage years typically can expect to have their transnationalism reinforced in early adulthood, especially if they go on to university, for if K-12 education in the U.S. emphasizes compliance with so-called American values, post-secondary education encourages individuality within sub-group (usually ethnic and racial) identity. Thus, on college campuses Haitian-Americans may find that there are funds available to support a student union of Haitian-Americans. This is likely to solidify their transnational identity, in addition to providing it with practical support. They are certainly likely to come into contact with students with similar background, including other Haitian-Americans, which may reduce any sense of isolation in a multicultural milieu. 


In sum, the emphasis in higher education on multiculturalism and diversity reinforces transnationalism. I would hazard to guess, given personal experience, that the undergraduate experience gives transnationalism its formative content. In other words, it is during the first four years of university education that transnationalism makes the tremendous leap from being rooted in parental approval, therefore confined to the private sphere, to political identity formation, becoming, as it were, public. The transformation may or may not lead to transnational citizenship later on, but it certainly helps to erase whatever doubt one had earlier about carrying a split identity. It should also be stressed that the consolidation of transnationalism does not preclude the acquisition of other related forms of identity (e.g., Pan-Africanism).


Transnational citizenship among Haitian-Americans comes in many varieties. Perhaps the most common entails holding a position in the hostland from which to advocate Haitian causes, which may have to do with Haiti itself or Haitian emigrants in the hostland. Such positions are often in the public sector but need not be so, nor do they necessarily involve elected officials. However, it is probably true that Haitian-Americans who have been elected to office, at whatever level, or are otherwise appointed to public office, have received greater attention than those who have chosen other routes. In any event, we are talking about transnational citizenship, which involves political acts that span more than one state. It is, therefore, inevitable if the focus is on public officials, but, for the record, it should be stressed that transnational citizenship is not limited to those who partake in formal politics. 


Clearly, the most obvious form of transnational citizenship is when individuals maintain legal citizenship and participate in formal politics in more than one country. An example would be when they can legally cast votes in elections in the hostland as well as homeland. Currently, a Dominican-American can leave New York City on a chartered flight in the morning of Voting Day, cast her vote in a suburb of Santo Domingo and return to the Big Apple to resume life as an American –– all in the same day. This is perhaps the quintessence of transnational citizenship in the age of globalization: the fusion of civism and technology in bifurcated space in real time. 


But it is possible to be a transnational citizen without physically straddling between states, or for that matter, taking part in formal politics. Haitian-American office holders can be transnational citizens, if they maintain some informal ties to Haiti and try to use their influence in the hostland for the benefit of Haiti (see first example). In Florida one Haitian-American councilman was able to have a retired fire truck repaired and retrofitted by his city and then shipped to the Haitian city of Cap Haitien for use by firefighters there. In this way, the elected official was able to earn valuable political capital in his heavily Haitian-American Florida constituency while earning perhaps significant social capital in Haiti. 


Here Laguerre has one interesting insight.
 Transnational citizenship can be a double-edged sword for the transnational Haitian elected official. On one hand, the presence in the hostland of a constituency of Haitian background gives the transnational elected official (or office seeker) almost an organic bloc of votes (although not necessarily an automatic one). On the other hand, since the constituency is likely to be comprised of non-Haitian voters, the transnational Haitian elected official (or office seeker) must strive hard to present an image of inclusiveness or cosmopolitanism. 


An overwrought sense of commitment to Haiti may earn one the label of a “single issue” public figure, which may cost the support of non-Haitians. Obviously, if the constituency is overwhelmingly Haitian, this is relatively small price to pay. But if the constituency is truly mixed, or voters of Haitian background represent a minority, this can be a formula for repeated defeats. At the same time, perception of neglect of Haitian issues, as they are connected to events in Haiti (the homeland) or those in the diaspora (the hostland), can lead to a transnational Haitian elected official being labeled a “sell out,” which may cause the loss of (Haitian) votes. Thus this person must walk a political tightrope. 


A common example of transnational citizenship among Haitian-Americans entails their accepting public office in Haiti while keeping formal citizenship in another country. Interestingly, this is illegal, for the 1987 Haitian constitution does not recognize dual citizenship and ban “non-Haitians” from holding important positions in the Haitian state. The decision may seem opportunistic, which it no doubt is on the surface, but is not necessarily underwritten by crass self-interest-seeking. As stated earlier, many Haitian emigrants became formal citizens of another state for practical reasons, not because they wanted to permanently bid adieu to Haiti. Consequently, such Haitians may truly desire to help Haiti, so much so that they are willing to leave relatively well-paying positions in the hostland to serve the homeland. 


Should those who send remittances to family members and friends in the homeland  be regarded as transnational citizens? In my view, the answer is no, for transnational citizenship entails acts that are political or civic, according to the definition provided earlier. Sending remittances to the homeland makes one a caring and responsible family member but not necessarily a transnational citizen, although it is probably true that a remittance sender is more likely to have an interest in the politics of the homeland than a non-sender (on account of the rationale that the former is more likely to receive news from recipients in the homeland and therefore to be more attuned to politics there). 


On the other hand, supporting a NGO that operates in the homeland, funding the campaign of a candidate who is running for office there and even supporting a candidate in the hostland who is well disposed toward the homeland would qualify one as a transnational citizen. It has become a common practice by Haitian politicians to visit the “10th department” (overseas Haitians) when they campaign. But many, perhaps most, Haitian emigrants would like to be more than the “piggy banks” of Haitian politicians.  They want to use their economic clout –– at more than 600 million USD in 2002, remittances exceed all sources of foreign aid to Haiti combined –– to acquire transnational citizenship.
 Specifically, they wish to see the constitution modified, to allow for dual formal citizenship. “Viewed more broadly, in the logic of the theory of diasporic globalization, cosmopolitan diasporic politicians are agents who constitute the global circuit of diasporic engagements, contribute to the maintenance of transnational relations, and operate both at the local and international levels. These varieties of practices indicate that this global process is not uniform, has multiple beats, with a peak season and less intense periods of border-crossing interactions, and has been made routine because of its ongoing performance.”


Even without dual citizenship, Haitian emigrants have played an important role in the country’s politics. Since 1986, the “10th department” has given Haiti three prime ministers (Marc Bazin, Gérard Latortue and Yvon Neptune), arguably two presidents (Leslie Manigat and René Préval), and many more deputies, senators and civil servants, even though many have served illegally, according to the constitution.
 The experience of Gérard Latortue is emblematic of how globalization is shaping politics into a transnational phenomenon. 


Latortue of course had worked for the UN for many years. In the late 1980s he served in the government of Leslie Manigat as foreign minister, but when Manigat was overthrown by the military in a coup, Latortue quietly slipped out Haiti and eventually ended up in South Florida. There, he hosted a Haitian television talk show, which would also become a platform for him to prepare for his reentry in Haitian politics. After Aristide returned to power in 2000, Latortue, according to Aristide, lobbied for the job of prime minister but was turned down.
 Latortue continued to be a regular fixture on Haitian cable television in South Florida until March 2004, when he was handpicked to become Haiti’s interim prime minister. 


Four observations should be made here, which underscores the transnational character of politics in the age of globalization. Firstly, in order to get the job Latortue had to campaign, not in Haiti, where he was essentially unknown, but in South Florida. In effect, Latortue was the diaspora’s man.  


Secondly, it is precisely because Latortue was an “outsider” that he got the job, the other two contestants (former commerce minister Smarck Michel and general Hérard Abraham) having been found wanting for one reason or another.
 In 2004, at least, it seemed that being in politics in Haiti was a disadvantage. One may even go so far to suggest that Latortue’s tenure as prime minister was a defining moment in the politics of Haitian transnational citizenship, for it signalled that overseas Haitians had finally “arrived.” If so, his disappointing performance in office was very significant, because it may have set back, albeit temporarily, efforts by Haitian emigrants to play a more direct role in Haitian affairs. 


Thirdly, Latortue was handpicked because of his experience at the United Nations. Indeed, in campaigning for the position in South Florida, Latortue had (over)emphasized his UN and international experience, which he argued he could use to bring quick international aid to Haiti. Here one of the pernicious effects of foreign aid should be underlined. Haiti has become so dependent on the manna of foreign aid that one of the qualifications of Haitian aspirants to public office in the homeland has become their ability to had aid delivered. 


Fourthly, and we admit that we are in the realm of conjecture here, it is not impossible that Latortue became prime minister because he was the resident of a state, whose governor happened to be the brother of the president of the U.S. It cannot be excluded that the Bushes may have felt that having a former resident of Florida as the prime minister of Haiti would earn them the support of a portion of the large community of Haitians in a key electoral battleground state, even though it might also earn them the ire of Aristide supporters. In any event, there is no question that, since 1986, Haitian politics has had a transnational character, and as globalization brings Haitians in Haiti and Haitian emigrants together, this is likely to continue. 


Finally, it is interesting to note that Latortue does not meet the definition of the transnational citizen, still, he could “play” transnational politics. Yes, the rules of globalization are very elastic, permitting for greater participation than when state borders effectively defined the limits of politics.


Euphoria is not necessarily to be waxed on this development. Although greater participation in the affairs of Haiti by diaspora Haitians is by most indications a good thing that should be encouraged, it also has its dangers, foremost among which is the possibility that Haitian emigrants could just be one more faction that will make Haitian politics more divided and polarized than it already is. The divisiveness of Haitian politics also has the potential of spilling into the Haitian community overseas, thus impeding the progress of Haitian emigrants in hostlands. On any given day, the vitriol on radio talk shows in south Florida between supporters of former president Aristide and critics has nothing to envy the virulence with which the two factions denounce each other on Haitian airwaves. The division has even led some Haitians to call on others to support non-Haitian candidates against their compatriots, thus stymieing the progress Haitian-Americans have made in achieving representation in American institutions.


Furthermore, Haitian emigrants’ greater access to resources could give them a degree of power in Haiti without the responsibility that normally comes herewith. Again, the experience of Gérard Latortue is instructive. After two years as interim prime minister, during which scores of cronies were appointed to the various ministries (especially the ministry of foreign affairs), Latortue, under the guise of coming to the U.S. for medical treatment, quietly departed Haiti and left the current administration saddled with all manner of administrative problems. 


Transnational citizenship because it is very everywhere can, in effect, be nowhere, thus diluting accountability.  On the other hand, it gives poor countries like Haiti a pool of human and financial resources that would otherwise be unavailable in a less globalized world. In the end, whether transnational citizenship as one consequence of globalization ends up harmful or salutary to Haiti will probably depend on whether there is, once again, a working state that can define and enforce the terms of participation of overseas Haitians in the country’s politics –– in short, whether there is a state that can assign and enforce political rights. We suggest how this, and other measures, could be undertaken to rescue Haiti in the next chapter. 
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