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R o m: mm AND SIGNIFICANCE OF FOREIGN INVESTMENTS IN HAITI

| Haiti ga,‘.l.nad 1ta indepsndence from France in 1805, French recognition was
:not obtained until 1825 » and then only on the condition, inter alfa, thet an
indemity of 150 million franos be paid to the French Government in five egqual
1lnstalments so that the former French property owners in Hait.i could be
indemnified. A loan of 30 million france ‘floated 1in France was uded to pay the
first instalment, After Haiti had f'a.iled. to meet subsequent inatalmente and
defeulted on 1nterebt' pa.yments on the loau ra.iead. in Franoe, 1te 1iability ves
reduced by an amngement vrlth Frence in 1838

Three government loans vere raised between 1875 -and 1910. The first loam, of
26 million francs, was floated im Parls in 1875 to meet. current obligations of the
Government; the debt was written down to 21 -million framce in 1876, A 50 millien
franc losn was floated in Paris in 1896 for the sams purpose. Finmally, &
syndicate of French, German and United States bankers arranged a 65 million gold
franc lcan in August 1310 for the purpose of (a) liquidating the Governmentts
short-term obliga.tione to the Na.t.ional Bank, (b) ca.rrying out .a monatary reform
and (o) refunding a portion of the internal dabt This loen vas secured by a tex
on the export of coffee and a surcharge on import tariffs, Between 1311 and 191k,
several internal bonded loans were ralsed, secured by recelipts from customs duties,
Many of the bonds were acquired by Germen merchante residing in Baiti, Short
term debts were also incurred to English and French merchents, Feilure on the part
of the Haitlan Govermment to meet the obligations in question led to repeated
earmed interventions by the Buropean powers concerned, The fiscel situation of the
Haitian Govermment in 1914 was precarious and service on the externel and intermal
debt abaorbed four-fifths of the Government revenue.y ‘ .

An {nterventiecn by the United States naval forces, undertaken '_wit.h a view to.
forestalling further interference by Buropean powers, resulted in a treaty with
the United States, proclaimed on 15 November 1915 and retified by the Ugited
States Senate on 28 February 1916. The treaty established & "financial
protectorate", with wide powers exarcised by & Financlal Adviser and a Recelver.
General appointed by the United States. The Recelver General was put in oharge
of the collection of customs dutles and thelr use for meeting the foreign

1/ United Netions, Missich to Haiti . _July 1943, p. 297,

/finencial
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{inenelsl ¢ 'gations of the Haitia.n Government One of their £irst teske owas

" the settlement end liquidation of all forelgn finanolal cleims, It vas esimated

that on 3L ‘August 1915 & total debt of 122 miliion frarcs, including accumilated
1'ﬂtereﬂt awe&ra , vaa o.ztsta*xding on - the three I‘rench loans., In addltlom,
Mtevae‘ bonds hn:l.d lergely by foreigmrs vare estimated ab roughly $2.4 mil].ion.—/
In Cc’&gba. | 919 y tne Amerir-an Financia.l Ad.viaer authorized the Ealtien Government
tip reise up to-$L0 million by issuing bonas in tae United States for refunding the
old Freuch debts and. 'fa'" paying all otlﬂer forelgn claims as approved by &
epecially os ebliehe& C:.a.ims Commiea* on. The f‘irat. portion of the btond lssue vae
lod:nxl in 1922 end a._*ou tad to $d.6 m,;...lion. 'T.""ié' a_bunt' we.8 sizf‘ficient to refund
tha thisee ‘?'“euch loana, primarily becat.ae \he French frano had depreclatsd in terms

of doliars vl ":g World Iw:'.r 1, o'-rever inny holders o*‘ tha 1.93.0 bonds 1zststod

on poyment in gold f‘re:zr-s and rofussd to accept payment in cur“ent fv'ancl offered
by the Hailtlan Governpment, Out cf a total of €5 million French frenca of bonds
origim..}ly ir-:sued in 1910, about 25 million ﬁ‘é.ncs remeined outstending. Although
the Ealtlan Go Tornmant after 1922 aid not cons;.der t.zis loan ou*stanéing, it
of“'er?-‘i in 'f,'j?'38 326 1n non 1nterest baaring scrip for each outsmnling boad of’
1, 000 “mu“ T fig" o3 ome aval lab‘e as ta ‘mw many o? tha 1310 bonda were
e:ccn:' .,gsf‘ ir a**cr:"ﬂnﬂa w*th that o erggf :
.31 .n.u’ﬂ"_r a cer WE; \and lo..»t) po *o“ of tl:a bond. issue au’r,horived. 1n 1313,
a.immtmg ;o'$:_ 7 il mﬁ s Was f’:ioa.ted 1n Nsw ;0'*!{ for the purnoss of rsdeaming
ths e—,o**emav*f-muarmus:\a mn\,;s oF' tae *"ormgn-cwned Eaitisn Fational Pallroed

ish ws thsraupon ':ﬂké) over by the Haltizn Government, Both these loans were

- fully maws -*.aau Frvhoii rﬁwmytion except from 2 938 to 3.91+l vien amoritization

pﬁymzzzs wore suspanded with une a'opr:vsl of the Unlted States Goverrment, The
Pinsmetal past tifm of Falbl m*:rc* &l greatly uxri";g end alftexr Worid Wer II, and
the Govm*nznent ret‘_rml G..Ll ontatn ‘.L,.ng doller Jbonda in 1947 ~With tha pa.yment of
the 6Lle% boula 5 t0 m,:. 1"*\'_1.‘5:1.’;&;.\63 e,.t;arvis‘c,n of the Euls laa cnotond revenus
oniweld and Haltl regained full f nancml Independsnce,

Oz the sublect of Haiti®s foreign dsbts, the report of the United Nations

3/ Artzur G, M‘l;}-"-paug’n sk Aa! Uré.n" -me"'irﬂn Control, 131 Q;}?O {n oston, 1931},
Fau28e _ . o

?.,/ o trelegn EO"M‘”"S.G&“’G ‘?rcbccti“e Council, Inc., Renort 13;-6 .,.L“’mg;l akg,
(Tow fork, 1;,9}, 2. 235 -
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Mission to Haltl contains the following statement:

."For many decades, the primary obJjective of the Haitian fiscal system, apart
from that of providing for the eesential needs of the public administration,
has been to assure the service of forelgn debt of the past, rather then to

" 'help promote the economic development of the country.  This orientation has
been -determined in the main by extraneous political factors imposing certaln
limitations on the Government!s own cholce in the matter. The foreign debt
1iquidation effected in 1947 implied in practice an emancipation on the part
of the Haltian Government from these limltations on ite fiscal policy, in

- which, therefore, groater emphasis than in the pagt may now be pleced on
fostering expansion of the national economy.' E/

The veport adds that "The policy of the past has been criticized in certain

" quarters-as having involved unduly rapid amortization, it being alleged that
 slower smortization would have made it possible to allocate funds to productive

- p:blic investment while prices were still relatively low, and that such lnvestment
‘would have been capable of increasing Haiti's capacity to pay."-/

Since 1938 Haitl has obtained from the United States Fxport-Import Benk
~redits totelling $24.5 million.a/ The first credit of $5.5 million was granted
in June 1938-for the purchese of construction material needed for bublic works,

As of 30 June 1350, &1l but $%70,000 of this credlt had been repaid. A loan of

$5 willion was granted in May 1941 to fhe_governmsnt-owned‘ievelopmeﬁt company,,
ths Seridtd 227 lano-américaine de développement agricols. This enterprise, -
organize& at that time to promote the productlon of strategic egricultural
materials, cbtained the loan for the development of rubber and other tropical
products needed in the United States., By Jun9319505 ébout $1 million of this loan

"ad been repaid cut of earnings. In December 1348, a loan of $4 million was .
s«pproved for & comprehensive development project in the Artibonite Valley. .
Another $70 =113119n yme suthorlzed for the same project on 23 April 1951.

' Torelgn business investments in Haitl, almost entirely of United States
orlgin, have been of importance dnly'iﬁ‘railwaya and agriculture. The most
recently published figures of United States "conttdlling interests” in enterprises
‘n Haitl relate to 31 May 1943 and ere as folloﬁb'}- ' '

1/ Unite. Mettons, op. clt., p. 275;
2/ Ibid., p. 297.

31 Erport-Imnort Bank of Washington, Tonth Seml -annual Report to Congrees for the
foriod Jamiary-June 1950, washington D.Cc., 1950, P. 32, and the New York
Times, 2k April 1951

&/ United States Treasury Dvpartmant, Consus of American-owned Assets in Foreign
Covngrien, (vashington, D. C.,1947 ), P. [0,

Mi1lions of
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‘Millions of
US dollars
Agriculture 7.5
Finance 3.0 ‘
Public utilities and ' ;
transportetion 2.3 o
Miscellenesous 1.k

Totel = Ih2

Since then there has probebly been a moderate incresse in investments in
agriculture due to reinveetment of earmings, but there does not appear to have
been any appreciable 1nflow of fresh capita.l from private sources,

The flgures shown &bove relating to the distribution of business 1nvestment.a
in 1943 do not reflect the past importance of foreign 1nveatments in railways in
Haiti, The National Raillroad, est.ablished. in 1304, was a private enterprise
Pinanced largely by bonds issued with the guarantee of the Haltlan Government,
According to one estimate, all foreign capitai invested in Haltian railways '
reached a peak of $10.4 million in ‘19114 and declined to $2.3 million in 1923
and $1,0 million in 1935.'1-'«/ Tae figure for 1914 presumably includes the bonded
debt of the National Reiiroad redesmed in 1923. The finmancial history of the
National Railway has been dascribed in the fo‘llowing' terms:

"From the financial point of view, participat_idn by the Haltian Government
in the Natlonal Railrcad of Halti was one of the most disastrous ventures
in the history of the Goverument, The rallroad wee a feilure from the

beginning; misfortune ani mismenagement added to the difﬁculé}ee both of the
government and of the individuals interested 1u the project.

A large portion of the Unlted States direct investments in Halti 1e

accounted for by the Haytlan American Suger Company, S. A, This company was '
ncorporated in 1943 and in 1549 took over most of the assete of the Haytian
3orporation of America, vhich was diaaolved This company now owng or leases
:Pbout 23,000 acres of sugsr cene land near Port-au~Prince and operates & sugar
ﬁuill & suger refinery and & distillery for alchol and rum, In addition, it owne

following three subsidiaries: (a) Compagnie des Chemins de Fer de le Plaine

Cul de Sac, vhich operates 55 miles ¢: railways; (b) Compagnie Heltiemne du
:,; rf de Port.au-Prince, vhich under e government consession ovms and operatos

‘?/ Cleona Levis, Amorica’s Stake in International Investments, Broold.ws
/ /é/ Institution, (Washington, D, C., 1938).
“

"Report of the Financial Adviser-General Receiver, 1923-2&" as quoted in
Millepeugh, Haiti Undor Americen Control, 1915-1330 (Boston, 1931), rp.2l-22,

/the
r
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the wherf at Port-au-Prince-and collects & fixed charge of $1 per tog and a

" ‘service charge on all goods imported and exported through that port; (o) Hatti
Leet Indles Company, which maintains warehousing mcilitiea a.nd. operates a
banking businese in Haitil, ,

Aside from the investment.s of the Baytian American Suger Company, foreign
i;mstments in agriculture and other bdranches of the Haltlen economy eare amall.
Tew mineral deposite have been found in the country. The Reynolds Metal Company
sme obtained a concession for the mining of bauxite but opsrations were suspendsd
in 1943 because the bauxite was not of & type easily handled in smelters in the
United States. . oo .

- Forelgn investments in banking were substantial until 1335 vhen the National
' Rank, owned by the National City Benk of New York, was sold to the Haltian
Government, The Natiomal Clty Bank had acquired ownership of this bank in 1322
_fwom the Bangue de L'Union Perisienns of Paris, Frence, The Royal Bank- of. Ca.ua.aa.
iz now the ouly forelgn bank which maintains & brench in Haiti,

The only relatively complete officlel estimates of Haltl's balance of .

. ysymeuts avallable refer to the early 1930's and apart from merchandise trade a.nd
¢ificial debdbt trensasctions little is Imown, The following unofficial partial
. o3 'I;in‘i'atey for two recent years excludes information on the yleld of businees.
- irsrestments, which 18 likely to amount to several million dellars anmually, the
low of privat.e :I.ong-term capital and various other items: '

Imm:'d (+) or mt.ward. (=) Payments
In millions of US dollare .
Year ending 30 September

*  Merchandise:: Exports (f.o.b,} - +31.5° o #30.9
o Importe (c.1.2.) | -27.2 . -32.2
Interést on government debt _ _ = 0.5 - = 0.1
' Fepayment of government debt o - «-L4k.B8 s I 4
: Short-tem oa.pit.al ' ' ¢ 3.5 T BB
‘Balance of above 1tems : 425 ) ' 0

""'—"—'-m

2/ Inited Na.tiona, Miaaion to Haiti, I_.ake Suc.cess, July 191&9: P, a3.

/It 18 possible
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It ie possible that the balnnoe on acocount of the items shown in the yeer ending
September 14T reflecte not only net outward payment of yield on foreign

| "lnveetmente but also eoms flight of capit.e.l believed to have ocourred in comnexion
) wlth intexnal political disturbances of 1946, Y There i some indication of an

outward movemsut of capital also in the following years. The net income in
recent years of the Haytian Corporstion, the major foreign enterprise in the

oountry, ‘wae ae followa .?,/
| Millions of
- 7 United Statee Dollars .
1945 . 0w |
1946 . o 1.0
Wb | 18

The ecouncmic development of Halti has been slow, T!_;e situation was
desoribed by the United Nations Mission as followe: | |

“Situated 1n the economic problem erea of the Caribbean, vhose
 relative contribution to world production and commerce has diminished on
‘the whole over the past century and a half, Haitl lags in respect of
.economic developmant even more markedly than-other countries and
_territories of the region with which 1t mey be compared. 3/

: "New bases for the legal, social, and ecomomic institutions were laid
during the early decades of the nation'e independence. A syatem of small
hcldings succeeded the plantation system of colonlal times., The population
would appear to have increased at a raspid rate during the succeeding. :
century, but the economic development lagged as agricultural methods came
- %0 be enveloped in the treditionelism of an illiterate peagentyy.

Independence was meintained, but mistakes were made in the intermal .
management of the State, Chronic political inetability, lnefficiency in
the financial administration of the country and in the organization &nd
equipment of 1ts economy, and the unylelding pressure of a too-heavy
externel debt burden militated againet the creative development efforte
‘of earnest leaders." L/

]_.j ﬁﬂiﬁed Nations, op, cit,, p. 212,
2/ Moody'e Industrials, New York, 1948, p. 189.
3/ United Na.tionn, Mission to Halti, La.lte Succeaa, July 1943, p. 21.

4/ Ind., p. 26.

/II. GOVERNMENT
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II. GOVERWMENT POLICY AND FORLIGN TIWESTMENDS . . =

Ehere is relatively little Jegieleticn in Haiti epegifically conoerned
~ with foreign inveetmen 8 or. enterprieee es such, Certain laws, hovwever, provids
Afor different treatment oP foreign and domestic enterprises and nationale
"in ndnor reepects. o o - o R

There ie o exchange control and the transfar of: foreign oepital and
.income thereon 18 not superviced by e government . For a-generation:Haitl
,has been relatively lmmne from forelgn éxchange shortege of the type that is
ueualij:referred to a8 "pressure on the balence of payments". This is the result
of'tﬁe fact that the-Eaitien monetary and banklng system has linked the domestic
money supply #ery closely wlth the country's forelgn exchange position, Rigid
provisionag fo; cevefage of the note issue by foreigu exchenge exiet.1 While -
under this system the deterrent to foreign investments that exchange control
may involve is avoldsd, the resulting lack of flexibility in the domestic money
suprly may tend to reuder the domestic economy vory eensitive to fluctuations
in the price and volume of exporte and hence to prodnce a. domeatic economic
'climete whic in some reavects '1s fafoureble to domestic and foreign inxeetmente
ellke. FeGOmmPnﬂations to introduce greater ol exibility {n the monetary gysten
hevs been sl by the Uﬁiteﬁ hatione Nieeion to Haiti, These would allow the
'*oreign exchange reeernec within limite to fall or riee without affecting the

Subject Lo ge“eral li"eﬁsing *eqnireme te atplicable to all bueineee

tertriees, fo*eiga inee*eaua have't“e right, not reetriceed by any Law,
engago in eny kiw of an*iv;t other than trode, The Haitian law:fixes no limit

on tha norcnntaga of fo"e .2n capital that may be Invested in industrial or
commerciel enterr“ieee. Beenite the abaenne of: general laws on the entry of
foreign capitel, bovever, 14 would eprear that in practica. ‘the ‘establishment of
any slzeadls foreign exnterprise ie subject tc specific approval, since any
- enteryrise, doxestlc cr feoreiga, having e pald.up capltal of one million dollara
or mTre way nobt cngage in busiasss w1+bout obtaining previous authorization by
the President of the Ropublic. &

3

;/ For deteils, soe United FYaticns, Eissien'to Haitl, Leke Success,. July 1943,
PP. 227-27%, -
2/ Inter-Amsrican Devalapmsut Corzvisailon, Lews of Haltl, Washington, 1347, p. 3.

/There ere
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There are no specific laws pertaining to the natiomality of directors,
officers or employees of enterprises operating in Haiti., In practice, however,
when the Covertment has negotiated certain concession contracts with forelgn-owned
enterprises, auch contrects have frequently contained provisions that a i_sp'ecified
proportion of the employees of the enterprise be Haitlan nationals, For example,
one such contract provided that during the firét year of operatiomns 75'@92‘ cent,
and by the end of the second year 30 per cent, of the offiee employeea nmat be
K&itian.l-'/

‘The Constitution of 1346 provides that only native-born Haitlans may engage
in retall trade, direct the operation of "small industries"” and devote themselves
to professional activities, It is reported, however, that numerous foreligners
carry on retall trade in Haltl t-and.r-t.hat this provision of the Constitution has
not been enforced, 2/ There eppesrs to be no officiel definition of the acope
of "emall industries" but it is belleved that the term is intended t.o apply to
the eimal and the mahogeny handicraft indunstries. =1

Article 10 of the Comstitution of 1546 provides that forelgners maey own
landed property needsd for a@".l.cultural, commercial, industrial or other
enterprises, but this right ceases within two years after the foreligner leaves
the coﬁntry or the operations of the company have ended, Forelgners are
- prohiblted from renting real estate to others.

The Comstitution {Article 7) containa & genersl clause establishing the
right of the Government to expropriate private property for reasons of publlc
‘necesslty or utility, provided the owner 1s promptly and fairly compensated. It
is also stipulated thet the use made of land must be in the public interest and.
that & landowvmner has & duty to cultivete and develop the soll; penaltlies ere
provided by law 1f this obligation 1s not fulfilied.

HEeitian law contalns no speclal restrictlons on foreign enterprise in mining.
Hoﬁever, regulatione applicable to both domestic and foreign mining enterprises
‘are contained in a decree law of 1943, According to this all minerals other

1/ United States Departmsnt of Commerce, Esteblishing a Business in Haitl,
Waehington, 1548, p, 4

g/ Ibid., p. k.

/than those
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than those that can bte exploited by open surface operations belong to the ate
Provisicn 1s m2lds f61 cxploitation of minera.l dsposite through the extension :

. ~concésston- contracts , and the ‘terms of such contracts acccrding to foraign and
- domestic enterprisés could presumedbly differ. It is reported that employment :

foreign ocotcessionaires of foreign téchnicians or ‘skilled workera mst be
authorized: by tie Government and that the contracts ueually specify the
percentage of employoes that must be of Haitia.n nationality.

-The Baitian Government’s main sources of ravem.te are customs duti.ea, expa
taxes and, esince 1348, a genersl incoms tax,

. ‘The expdrt tax ca coffee sontridutes heavily to the Government's revenue.

- -0f secondary imrortance ere ‘oxport taxes on banapas, at.gar, cotton, sisal,
. esgential olle and goatekine. -The main purposs of import duties is to ralse

reveniue for the Govertment. However, in order to encourage new industries, tt-

‘-‘:_Gavermzem has f‘:egumxhlv concluded cont*acts exempting the enterprlaes concer:.

The income tax is levied on peraoml and corporate lncomss and profits
earned in Faifl; 1% io progressive; rising from S per cent on taxable income of
3,000 gourdes {300} o less, to' 20 per cenb on taxable income of over -

200,000 gourdes (440,000},  Thie tax applies to Poreiguners ‘and Haitians without

discriminaticn. Iv 12 an eetabllehed faature of Haitian fisocal -policy to grant
tax exemptions o newlye-ceieblished busineeses, In order 1o attrach ‘new’
invectmente contrasts hava been concluded by the Haltlen Government -exempting
new enterprises, toth demmstic and for elgn, {rom certain or all taxes or '

. guarantseing the new euterprize against en incrcase in texés. These contracts
“run from fiva Yo sixiy ysers., There is also.a provision under which 75 per cent

of met incomss not exceeding 100,600 gourdes ($20,000) may be dedicted as -
n-taxable whan reinvasted 1n the tusinees in certain .'éircumstances'. " This

,_,pmvteion 1, however; appesrs d=signed to enconvege cmall domestic enterprises
_rgther then foreign estermrises, ' - '

_.The Ealtlan Gevernment hoe establiished moncpolies of domestic trade in
tobacco, sugsy a;:d-bana.mu and of producticon of cement. The tobacco monopoly was

' 75(:513}._’1_.91‘1‘6:‘1.11.'1 .‘E;E?i.tS Az exder to wngure a falr price to tobacco producers &né. 0o

pmv!.ds reteme for the {overw :x,; it is in chavge of the purchase and sale of

»’/-’c.obacce. The gugar monopoly handlss the vholeuale distribution and sale of suger

for intermal copmumption ot fixed prices. The Govermmernt grants specific

Jooncessions to
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concessions to Ealtlana for the purchase of bananas from the peasants in given
ereas and at fixed prices, The cement monoroly, eatablished in 1548, is engaged
in the production of cement which private capital had not found profitable. It

15 the intention of ths Govermment to sell the facilities to privete enterprise
if opportunity should arlee,



