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Il.  GENERAL JUSTIFICATION AND OBJECTIVES

2.1 Socioeconomic context. Haiti has an estimated population of 11.4 million

inhabitants, of whom 1.9 million live in the northern region, the fastest-growing
region in the country (2020 figures?'). Haiti is the poorest country in the Western
Hemisphere, with a Gross Domestic Product (GDP) per capita of $870 in 2018
and a Human Development Index ranking of 169 out of 189 countries in 2018. Over
6 million Haitians live below the poverty line on less than US$2.41 per day, and
more than 2.5 million people fall below the extreme poverty line of US$1.23 per day.
The country has experienced rapid currency depreciation (close to 30%), high
levels of inflation (close to 20%), and a contraction in GDP (projected at 0.5%)
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during fiscal year 2019. The fiscal deficit narrowed compared to the previous year
and is projected at 2.9%.

The Government of Haiti has defined the development of the northern region as
one of its top priorities?. To promote economic growth, generate local jobs, and
increase overall productivity in the region, the Bank’s strategy is to provide favorable
operational conditions to attract and retain private investment and increase the
region’s manufacturing base and export capacity. The growth pole strategy for the
northern region focuses on the establishment of industrial parks and key
infrastructure projects.

Parc Industriel de Caracol (PIC). The PIC is the result of an agreement, signed
in September 2008 between the Government of Haiti, the United States Department
of State (US-DOS), and the Bank, to establish an industrial park at the core of the
northern region. The PIC seeks to address key obstacles for private investment by
providing: (i) a modern infrastructure and manufacturing facilities; (ii) reliable utilities
(water, sanitation, and electricity); (iii) a logistics support and safe road access for
importing and exporting activities; and (iv) a secure, professionally managed,
operated, and well-maintained industrial park. The PIC opened in 2012 and today
counts with six tenants® and is the largest employer in Northern Haiti with over
14,000 people (62% women). and concentrating a part of the apparel industry in
Haiti. PIC exports and domestic sales have continuously increased from 2012 and
are valued at US$21.5 million for 2019. Total payroll for the first three quarters of
2019 totalized an amount of US$19.9 million*. Additional demands for new buildings
were confirmed during 2019, coming from current tenants® and new firms.

Challenges. Despite its success in job creation and income generation, PIC
management must improve. The Société Nationale des Parcs Industriels (SONAPI)
has the responsibility for developing, promoting and managing industrial parks®. Its
management of the PIC didn't allow the adoption of international standards for
planning and risks purposes. A number of issues need improvement: (i) inadequate
collection, transport and storage of hazardous and non-hazardous waste; (ii) the
transport system of the Sae-A’'s workers’ lacks a proper management and is
unsafe; (iii) the water distributed is heavily colored, requiring a treatment to reduce
the Iron and Manganese ions; (iv) the current food vendor system is not appropriate;
(v) there is no site maintenance plan; (vi) emergency responses are not conceived
in an integral manner; (vii) PIC management does not ensure all entities operating
in the PIC follow the rules and regulations, resulting in non-compliance with some
safety, health and labor items of both international normative framework and Haitian
Labor Law; (viii) lack of an integrated training plan for workers®; and (ix) the security
needs to be enhanced. There are also specific gender related issues, among them:
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Action Plan for National Recovery and Development of Haiti (March 2010); Plan d’Aménagement du
Nord/Nord-Est (December 2012).

Tenants industries currently include apparel, paints, services and sisal.

2019 Q3 PIC Report, Mark D’Sa, November 2019.

SN&H Group, MAS Arkensyel.

Law establishing and regulating in the territory of the Republic of Haiti the fenced areas known as
Industrial Parks, Official Gazette "Le Moniteur" No. 77 of Thursday 26 September 1974, pp. 549 — 551.
Sae-A’s transport system was managed by SONAPI and now UTE whereas the other tenants have
mobilized private sector.

Adam, C. Cahn, D. Improving the ability of pic tenants to meet requirements of the Haitian Labor Code
and the needs of stakeholders. The Cahn Group. June 2015.



25

2.6

2.7

2.8

(i) although women are the primary employees at PIC, only 39% have middle or
supervisory positions; (i) lack of solutions for women’s general health needs and
for lactating women; and (iii) insufficient proactive approaches to addressing gender
discrimination, women'’s safety and gender-based violence®. This non-compliance
is the result of poor management of SONAPI and its lack of proactivity to remedy
the weak management situation.

In 2019 the GoH decided that PIC management would revert to the Technical
Execution Unit of the Ministry of Economy and Finance (UTE/MEF)!°. UTE has
been tasked with completing the corrective action plan of PIC pending management
and safeguards issues, building additional factories and operating the park to turn
it into a modern and efficiently managed industrial park. UTE has extensive
experience with the PIC since it was the executing agency of the previous
operations funded by the Bank from 2011 to 2015 responsible for the construction
and from 2012 to 2014 for its management.

To-date, the Bank has approved US$241 million in grants for the PIC:
(i) 2552/GR-HA (US$55 million) approved in July 2011 and fully disbursed;
(i) 2779/GR-HA (US$50 million) approved in September 2012 and 94% disbursed;
(iii) 3132/GR-HA (US$40.5 million) approved in December 2013 and fully disbursed;
(iv) 3384/GR-HA (US$54 million) approved in December 2014 and fully disbursed;
and (v) 3623/GR-HA (US$41 million) approved in December 2015 but cancelled in
February 2019 due to non-completion of eligibility conditions related to
management and safeguards issues.

Lessons learned. Based on the Bank’s experiences in the previous five operations
in PIC’s support, the following lessons can be drawn: (i) the management of the PIC
needs to be professional; (ii) the organization put in place for the management must
be clear and enforceable; (iii) the project should emphasize the establishment of a
monitoring system and the empowerment of a specialized team responsible for
environmental, health and safety aspects in the park; and (iv) adequate on-site
technical support and supervision by the Bank is essential to the success of a
complex project such as the PIC.

Program strategy. The overall strategy of all PIC related operations is to create
favorable conditions to attract private investment to Haiti's Northern region, thus
generating employment opportunities for the local population. The present grant is
aimed at helping the PIC achieve international standards in operation and
management and continue job creation with the construction of additional factories
and facilities. This operation is complemented by HA-L1140 Improving Electricity
Access in Haiti, approved in November 2019, which includes a component for
installing solar energy at the PIC, thus providing clean energy at lower costs. Finally,
this program will be developed in coordination with HA-L1133 Project to support
private sector development through investment promotion, approved in 2019, which
aim at strengthening CFI*! to attract private investments in the country.

9  See note 6.

10 Protocole d’accord entre le Ministére de I'Economie et des Finances et Ministére du Commerce et de
I'Industrie délégant a 'UTE les compétences d’aménagement et de gestion du PIC, 5 Juillet 2019.

11 Centre de Facilitation de I'lnvestissement.
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Objective. The general objective is to contribute to the sustainable economic
development of Northern Haiti by providing the necessary conditions for the
establishment and expansion of firms in the PIC. The specific objectives are (i) to
improve the management of the PIC in as sustainable manner and in line with
international standards; (ii) to expand infrastructure to meet growing demand; and
(i) to improve labor-force readiness by fostering skills development to match PIC
tenants needs, and to foster a safe and inclusive working environment. The
program’s direct beneficiaries will be the workers employed at the PIC and the firms
established there, with benefits spilling-over to the surrounding communities of the
North and Northeast departments.

Component I. A PIC Sustainable and Modern Management (US$7 million). The
objective is to modernize PIC services to its tenants while bringing it to the
international safeguards’ standards. This includes: (i) a professional and
independent management of the PIC and its services (water and wastewater
system operation and maintenance, new food-vending system, an improved
employee transportation system, waste management?!?, recycling, improved public
spaces for workers and landscaping). These services will be directly operated by
UTE/MEF or delegated to the private sector; and (ii) specific activities to comply
with the environmental, social, health, and safety regulations, updating the PIC
rules and regulations, and taking in due time the appropriate mitigation measures.

Component Il. Provision of infrastructure in the PIC (US$50 million). This
component will finance further PIC expansion (buildings and related infrastructure)
to respond to the expansion plan of the anchor tenant and accommodate the
demand. Current tenants in the PIC*® have already requested four additional large
buildings to expand their businesses. UTE is also receiving requests from new
investors. A procedure for screening and vetting already exists. The component will
finance the following: (i) six large (12,000 to 20,000 m?) and two medium-size (5,000
m2) industrial buildings, workers toilets, warehouses, hangar for solid waste sorting
and recycling, canteens, boiler rooms and dormitories; (ii) expansion of the park’s
infrastructure and equipment (internal roads, expansion of the bus fleet, bus depot
and bus repair station, fuel reserve, extension of electrical, water and wastewater
networks, a hazardous waste storage facility, upgrading of the potable and
industrial water treatment plant, a health center and a multipurpose space for
workers); (iii) works for the protection of the Trou-du-Nord River embankments at
its crossing of the PIC; and (iv) civil works supervision. The PIC Master Plan
(Figure below) shows in red infrastructures already implemented and in green the
planned infrastructures®.

12 The long-term solution identified through the Solid waste management program (HA-L1106) with
Mouchinette site as a first controlled treatment center is subjected to a public utility declaration that is still
pending. The actual site used to deposit solid waste from the PIC is overloaded and constitutes a clear
bottleneck for new investors and a reputational risk for the Bank. To respond to this situation, the
UTE/MEF is working in order to (i) recondition the site of Madras and (ii) identify an alternative site in or
outside the PIC.

13 Sae-A and MAS Arkansyel.

14 As preidentified with actual tenants and potential additional ones. To be confirmed during the preparation
process
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Component lll. Empowering employees and enhance occupational mobility
(US$5 million). The objective of the component is to provide skills for current and
future jobs for PIC employees and to create a working environment free of gender
violence and discrimination. The component will finance studies, training and
investment on: (i) identification of skills needs and barriers for training; (ii) develop
relevant curricula for training based on those needs and barriers as well as learning
pathways; (iii) set quality assurance for workplace training; (iv) delivery of high
quality relevant job readiness and professional training; (v) develop vocational and
career guidance as well as labor intermediation services with specific actions to
support women; (vi) design and implementation of policies and grievance
mechanisms to alleviate gender wage gaps, sexual harassment in the workplace
as well as enhance women'’s safety in commuting to/from work; and (vii) develop
training on violence against women and girls, gender bias and gender
discrimination. The training will be offered to all PIC supervisors, garment workers
and transport operators and drivers. All activities will be coordinated with UTE/MEF
and tenant firms.

Administrative costs (US$3 million). The program will fund administration,
monitoring, and auditing activities responsibility of the UTE/MEF.

Key results indicators. The present operation’s results include: (i) a PIC
management complying with international social and environmental standards in
particular in the areas of water and sanitation including solid waste management;
(if) 6,000 new workers to the PIC; (iii) 3,500 of these 6,000 direct jobs by women;
and (iv) the generation of US$35,5 million annually in salaries paid to workers.
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Strategic alignment. The program is consistent with the Action Plan for National
Recovery and Development of the Government of Haiti, in particular with its
priorities of employment generation and environmental protection. The proposed
program is also consistent with the IDB’s Country Strategy in Haiti (2017-2021)
(GN-2904), through the emphasis in promoting private sector investment and
contributing to the development of Haiti's Northern region (1.1 and 3.1 of the CS).
The program further promotes the dialogue with the GOH on supporting the
continuous development of the PIC. The program is consistent with the Bank’s
Updated Institutional Strategy (UIS) (AB-3190-2) and is aligned with the
development challenges of Social Inclusion and Equality, Productivity and
Innovation and Economic Integration by intervening in Haiti, creating jobs and
fostering growth through the private sector. It is also aligned with the cross-cutting
issues of: (i) Gender Equality and Diversity, by including gender specific activities
in trainings, management, among others; and (ii) Climate Change.

I1l.  TECHNICAL ISSUES AND SECTOR KNOWLEDGE

Program Execution. The program will be implemented by the UTE/MEF, which will
be responsible for all activities relating to construction, management and operation
activities in the PIC. The UTE/MEF team in charge of the execution will include a
project manager, engineers, fiduciary specialists and environmental and social
specialist. The protocol between MEF and MICT?® designating the UTE as the
responsible for the PIC will have to be extended to cover the entire period of the
program execution. This will be a condition to fulfill prior to presentation of the
project for Board approval.

Sustainability. The Bank will support the constitution of the PIC into an
autonomous public entity with proper legal personality, financial autonomy and the
capability of professionally managing the PIC after the period of UTE/MEF
administration. This public entity will be set up on the basis of the UTE antenna at
PIC so as to ensure the continuity of the administration after the completion of the
program. A comprehensive institutional and legal analyses on the feasibility of
creating the PIC as an autonomous entity will be carried out in order to define:
(i) its mandate; (ii) the procedure to be followed for its creation, (iii) the governance
structure; and (iv) its organizational design and staffing.

Management of the PIC. In addition to securing the extension of the protocol
between the MEF and MCI so that the UTE manages the PIC for the entire
implementation of the project, a study will be conducted to analyze and propose
alternative management models based on the legal and institutional context in Haiti
as well as the PIC environment.

Retroactive financing. The Bank may finance retroactively under the grant, eligible
expenses incurred by the Beneficiary prior to the date of grant approval to resolve
major issues at the PIC such as the construction of a fuel reserve (in case of an
emergency to ensure workers transportation), up to the amount of 13 million (20%),
provided that all the requirements substantially similar to those set out in the grant
agreement requirements are met. The GOH will provide all the adequate

15 Ministére du Commerce et de I'Industrie.
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documentation when requesting the reimbursement. These expenses must have
been incurred on or after the approval date of this PP, and under no circumstances
shall expenditures incurred more than 18 months prior to the grant approval date
be included.

Risks. The main risks are: (i) political instability that may discourage private
investors that could lead to a lack of demand for new buildings to be funded by this
operation; (ii) logistical problems for exporting goods may also discourage private
investors; and (iii) political interferences that could hamper the professional
management of the PIC and the establishment of adequate systems, procedures
and staff for professional management, resulting in discouragement of companies.

IV. COORDINATION WITH OTHER DONORS.

The Bank has a strong collaboration with the US Government through the State
Department for the development of the PIC since 2008 and will continue to support
the PIC jointly with this institution. USAID is also an important partner, especially in
the energy sector for the PIC and the surrounding areas. Safeguards and Fiduciary
Screening.

Environmental and social impacts and risks. In accordance with the Bank’s
Safeguards Policy (OP-703) and as with previous grant operations (HA-L1076,
HA-G1035, HA-L1081 and HA-L1091) this operation is classified as category A,
due to its significant indirect and cumulative environmental and social impacts,
including increased waste volumes, deterioration of water quality and availability,
and ecological degradation of the mangrove system. Further impacts include
emissions and other environmental factors through an expected increase in the total
number of workers by 6,000. Said increase will further trigger several different social
impacts, which are mainly related to the expected influx of workers in the nearby
communities (Caracol, Terrier Rouge, Trou du Nord, Limonade, and Quartier
Morin). These could therefore include impacts on community dynamics, increased
burden on and competition for public service provision, a local inflation of prices and
increase in traffic and related accidents. As of today, these communities are
ill-equipped to cope with these kinds of impacts and will require dedicated support
in adapting to the new circumstances. To fully understand the current situation and
liabilities, an environmental and social assessment/audit for the previous operations
will be carry out. Nonetheless, important environmental and social milestones have
been pre-identified and must be completed prior Board approval?®: (i) Improvement
of overall PIC Management (including PIC rules and regulations, functioning EHS?’
team, Security, Emergency response, Food Management); (i) Better
communication and Stakeholder Engagement (Communication, kiosk system,
stakeholder engagement, gender); (iii) Rehabilitation and improvement of Solid
Waste Management, Water and Wastewater; and (iv) Fixing transportation
management and erosion control. In addition, an Environmental and Social Impact
Assessment (ESIA) will be prepared to identify construction and operation EHS

16
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Note that this preliminary list might change as a result of the Environmental and Social Audit mentioned
above.
EHS: Environmental, Social and Health and Safety.
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impacts and risks and mitigation measures (as part of the Environmental and Social
Management Plan) of the new operation and the growth of the PIC from currently
14,000 workers to over 20,000 workers. The Environmental Social Strategy (ESS)
is presented in Annex Ill provides more details including the timeline to prepare the
environmental and social studies.

Fiduciary aspects. Based on the results of the PACI realized in 2019 for operation
HA-L1140 that will be executed by UTE/MEF, an action plan will be elaborated by
the Bank fiduciary team to ensure an efficient and transparent execution.

V. RESOURCES AND TIMETABLE

The following timeline is expected: distribution of the Proposal of Operation
Development (POD) to the Quality and Risk review (QRR) on June 19", 2020;
approval by the Operations Policy Committee (OPC) on July 14™ 2020 and
presentation to the Board of Directors on September 2", 2020. The administrative
budget and timeline are presented in Annex V.

Intersectoral coordination. The program required a multisectoral approach, the
project team is made up of members from different sectoral divisions of the Bank
(INE/WSA, INE/TSP, INE/ENE, SCD/HUD, SCL/LMK and SCL/GDI). Coordination
will be guarantee through bimonthly meetings of the team and joint missions to Haiti
for the preparation. During the execution phase, a pool of specialists and
consultants will supervise the execution from the Country Office of Haiti.



	PP post ERM - HA-L1143.pdf
	2.1 Socioeconomic context. Haiti has an estimated population of 11.4 million inhabitants, of whom 1.9 million live in the northern region, the fastest-growing region in the country (2020 figures0F ). Haiti is the poorest country in the Western Hemisph...
	2.2 The Government of Haiti has defined the development of the northern region as one of its top priorities1F . To promote economic growth, generate local jobs, and increase overall productivity in the region, the Bank’s strategy is to provide favorab...
	2.3 Parc Industriel de Caracol (PIC).  The PIC is the result of an agreement, signed in September 2008 between the Government of Haiti, the United States Department of State (US-DOS), and the Bank, to establish an industrial park at the core of the no...
	2.4 Challenges. Despite its success in job creation and income generation, PIC management must improve. The Société Nationale des Parcs Industriels (SONAPI) has the responsibility for developing, promoting and managing industrial parks5F . Its managem...
	2.5 In 2019 the GoH decided that PIC management would revert to the Technical Execution Unit of the Ministry of Economy and Finance (UTE/MEF)9F . UTE has been tasked with completing the corrective action plan of PIC pending management and safeguards i...
	2.6 To-date, the Bank has approved US$241 million in grants for the PIC:  (i) 2552/GR-HA (US$55 million) approved in July 2011 and fully disbursed;  (ii) 2779/GR-HA (US$50 million) approved in September 2012 and 94% disbursed; (iii) 3132/GR-HA (US$40....
	2.7 Lessons learned. Based on the Bank’s experiences in the previous five operations in PIC’s support, the following lessons can be drawn: (i) the management of the PIC needs to be professional; (ii) the organization put in place for the management mu...
	2.8 Program strategy. The overall strategy of all PIC related operations is to create favorable conditions to attract private investment to Haiti’s Northern region, thus generating employment opportunities for the local population. The present grant i...
	2.9 Objective. The general objective is to contribute to the sustainable economic development of Northern Haiti by providing the necessary conditions for the establishment and expansion of firms in the PIC. The specific objectives are (i) to improve t...
	2.10 Component I. A PIC Sustainable and Modern Management (US$7 million). The objective is to modernize PIC services to its tenants while bringing it to the international safeguards’ standards. This includes: (i) a professional and independent managem...
	2.11 Component II. Provision of infrastructure in the PIC (US$50 million). This component will finance further PIC expansion (buildings and related infrastructure) to respond to the expansion plan of the anchor tenant and accommodate the demand. Curre...
	2.12 Component III. Empowering employees and enhance occupational mobility (US$5 million). The objective of the component is to provide skills for current and future jobs for PIC employees and to create a working environment free of gender violence an...
	2.13 Administrative costs (US$3 million). The program will fund administration, monitoring, and auditing activities responsibility of the UTE/MEF.
	2.14 Key results indicators. The present operation’s results include: (i) a PIC management complying with international social and environmental standards in particular in the areas of water and sanitation including solid waste management;  (ii) 6,000...
	2.15 Strategic alignment. The program is consistent with the Action Plan for National Recovery and Development of the Government of Haiti, in particular with its priorities of employment generation and environmental protection. The proposed program is...
	3.1 Program Execution. The program will be implemented by the UTE/MEF, which will be responsible for all activities relating to construction, management and operation activities in the PIC. The UTE/MEF team in charge of the execution will include a pr...
	3.2 Sustainability. The Bank will support the constitution of the PIC into an autonomous public entity with proper legal personality, financial autonomy and the capability of professionally managing the PIC after the period of UTE/MEF administration. ...
	3.3 Management of the PIC. In addition to securing the extension of the protocol between the MEF and MCI so that the UTE manages the PIC for the entire implementation of the project, a study will be conducted to analyze and propose alternative managem...
	3.4 Retroactive financing. The Bank may finance retroactively under the grant, eligible expenses incurred by the Beneficiary prior to the date of grant approval to resolve major issues at the PIC such as the construction of a fuel reserve (in case of ...
	3.5 Risks. The main risks are: (i) political instability that may discourage private investors that could lead to a lack of demand for new buildings to be funded by this operation; (ii) logistical problems for exporting goods may also discourage priva...
	4.1 The Bank has a strong collaboration with the US Government through the State Department for the development of the PIC since 2008 and will continue to support the PIC jointly with this institution. USAID is also an important partner, especially in...
	4.2 Environmental and social impacts and risks. In accordance with the Bank’s Safeguards Policy (OP-703) and as with previous grant operations (HA-L1076,  HA-G1035, HA-L1081 and HA-L1091) this operation is classified as category A, due to its signific...
	4.3 Fiduciary aspects. Based on the results of the PACI realized in 2019 for operation HA-L1140 that will be executed by UTE/MEF, an action plan will be elaborated by the Bank fiduciary team to ensure an efficient and transparent execution.
	5.1  The following timeline is expected: distribution of the Proposal of Operation Development (POD) to the Quality and Risk review (QRR) on June 19th, 2020; approval by the Operations Policy Committee (OPC) on July 14th, 2020 and presentation to the ...
	5.2  Intersectoral coordination. The program required a multisectoral approach, the project team is made up of members from different sectoral divisions of the Bank (INE/WSA, INE/TSP, INE/ENE, SCD/HUD, SCL/LMK and SCL/GDI). Coordination will be guaran...




