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This PES summarizes and consolidates the findings of a number of
evaluations and studies of the Small Farmer Improvement (073) and
Small Fermer Marketing (083) projects. Both projects were designed
to increcase small farmer income via improvements in the quantity and
quality of coffee production. These projects are reviewed together
to facilitate the development of a Mission strategy concerning future

involvement in the coffee sector and acristence to the smell farmer.
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I. Introduction

Small Farmer laprovement (Coffee Production). The Small Farmer lu-

provement project (073) started in June 1974. The grant element ($1,%05,000)
is scheduled to terminate June 24, 1980. The loan compunent ($6,000,000) has
8 present TDD of May 1, 1981.

The project was designed to increase the productivity and income of small
coffee farmers, In order to accomplish this objective the project, as

originally designed, provided for several categories of inputs:

~ Commodities (primarily fertilizer);

- Technical Assistance;

~ Training, extension and research;

- Credit; and

- Inirastructure development (rural roads and coffee

centers).

The design also cclled for a delivery system to provide these inputs in a
timely and efficient manner. Two Haitian organizations and two donor organizations
have been involved in managing the project delivery svstem. From the Hzitian
side, the Institute Haitien de Promotion du Cafe et des Denrees d'Exportation
(IBRPCADE) was given the responsibility for the development znd extension of an
appropriate coffee farming technology, for the procurement of commodities, and
for infrastructure development; and the Bureau de Crédit Agricole (BCA) was
given the responsibility for +“he provision of credit. Both these organizations
are semi-autonomous, operating out of the Department of Agriculture (DARNDR).
From the donor side, FAO was to provide technical assistance to
IHPCADE on such matters as coffee farming technology, fertilizer formulae and
extension; the USAID provided technical assistance in credit operations to
BCA through a contractual arrangement with the Credit Union National Association
(CUNA) and in infrastructure development to IHPCADE through the services of

a contract engineer.
The project design anticipated the staged occurence of a number of other

s:ztivities which were designed to facilitate the delivery of the technolegy/
credtt/ fertilizer package. Coffee centers were to be built and equipped, and



about 100 miles of rural roads were to be constructed and improved. Farmers,
extension agents and other key project personnel were to be trained in coffee
techmology, in cooperative formation and in management. In addition, the
possibility of establisning a stabilization fund to‘protect coffee prices
against severe aeasonal and ... .l fluctuations was to receive thorough study
in the first yvear of the project. The project was in its (hird year of

operation when the Small Farmer Marketing project was developed.

Small Farmer Marketing (Coffee Marketing). The Small Farmer Marketing
project (083) started August 29, 1977. The PACD for the $2,200,000 gmant is

August 30, 1952, The project was designed to establish a marketing netwcrk
composed of local cooperatives and a national coffee processing center to
export washed coffee under a Haitian specialty brand. The grant was supposed
to finance technical assistance and training to strengthen the institutional
capabilities of THPCADE and the Agriculture Cooperative Service (ACS) in

order to provide coffee marketing services to the small farmer. It was also
to be used to finance constructf‘on and equipment for three small coffee pro-
cessing plants for the new cooperatives with technical assistance and training
for participating farmers in processing washed coffee and managing a cooperative.
A major objective of the grant was to disseminate washed coffee technology

for the purpose of up grading the quality of Haitian coffee, thereby in-

creasing farm gate prices and rural incomes.

Pgst Evaluations. There have been a number of evaluations and special

studies of the coffee production and marketing projects. The first full
evaluation of (073) was done by Development Associates, Iuc. (DAI) in May/June,
1977. Special studies of the BCA Credit component were completed by CUNA in
November, 1976 and in April, 1979 (Attachment #1). A socio-economic impact
study was undertaken by PCI in January, 1979 (transmitted to AID/W via TOAID
A-7, dated 3/6/79), an evaluation of cnff~e road construction was done by
Croup Seven Associates in October, 1979 (Attachement #2), and an evalmation

of the extension, research and training components was completed by MASI in
November, 1979 (Attachment #3). The only external evaluation of the marketing
project (083) was a special study of the Haitian marketing system entitled,

"Analyse du Projet de Commercialisation Caféiére", Ly Alvaro Jimenez Castro



in January 1979 (Attachment #4). The major findings and recommendations of

the above evaluations are cited in Part III of this PES.

A summary of
conclusions and program

implications drawn from these evaluations

follows,
Aanex 4 eosntains & rureary of USAID doedsinng regarding chunzes 4n ‘ha iand e and
implementation of the two coffre rrofeects reauliing from a resfouw 2f
evaluation findincs keld on Murek £, 1020,
BEST AVAILABLE COPY:
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TT. Conclusions and Precrarm Innlicatinms

"

Yost of the macro-cconomic und technicsl ar-uments for the developnirnt
of coffec 1n Taitd which provided the inftial justification for thc ecnffes
rroaduction project reradn valid,

The usual ecenoric arsumcnts are that enffea 45 a mirjor carner of £

refern enchanpe, a sicnificant contrikuter to (5% revenues and fe 158 oS BISREE T e

duced hy small farmers, The madnr technfcal arenmants are that ~nffen 4a

n labor-intensive erop, that =~rriral fpnroverente 4r rnlturad aridetdnne
w111 reap sipnificant 1nerear © °  preductdion, that 1t {e a Y11144dp rre-
theve =ost of the sm1] farmer tareet populatien 1{ves, anl that enffpe
nlantations help to stald14ne snf' and rrevent erosion. ™hasr are 4monsin~
arruments which would he difficuls *n eounter {F tha dgens warn the enls ot
0f a2 ef=~le commndity ae 2 focus for acefstance. Dt that {e not the {ssur.
™e fasuc ig rather, hov do we assist the erall farrer, who is the oo i

- -9

producer (harvester) of coffee in lHaitd, to improve his econoric woll=he i,

and alse increase the production and nuality of coffec as a contributin

I“ICLor,

fince the beginning of the Soall Tarner Teproverent project, dooennsiotoy

hody of Information liis bheen develened alont the Baltian peasant A

atout structural and policy constraints affvetine enflee nroduc=ion.
information supports a broader approach to the srollen of inereiain:
cArrer Income, and with respect to coffee it clearly dictates the nece Lo

confront the issuves of price policy and markoting inefficiency,

The findings of the evaluations cited in the Introduction are detaijes
in the next section of this PES. “he salicent information containcd in thosc
findings has heen summarized below to facilitate Jecisions concerning pro-

gram nodifications and project design.

1- Coffee production in Haiti has remained stagnant in the face of ar
upvard trend in world market prices. This sftuation is primariiv dus to t

followiny factors:

(a) excessively high taxcs on enffec exports,

(L) dnefficiencies in the 1 irheting process resulting in Lieh costs

BEST AVAILABLE COPY i
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(c) absence of credit supported by sound technical assistance
to the farmer.

2= The majority of the small farmers in Raiti are not coffee 'pro-
ducers"., They are subsistence farmers who, in addition to food crops which
they raise primarily for consumption, have some coffee bushes which grow in
a semi-wild state which they harvest to provide a cash supplement for their

basic needs.

3« The small farmer is an economic man who makes decisions which
advance his self interest. He knows, for example, that fertilizer can in-
crease his production and he uses it on those crops from which he

anticipates the best return,

4~ The Loan Agreement for the Small Farmer Improvement project states

that, "the fertilizer will be used exclusively for coffee production...".
In view of the size of the plots of land involved, the practice of inter
cropping, the absence of a tested technical package for coffee, and the
relative price advantage of other crops, this requirement is impractical
and unenforceable. This problem was pointed out relatively early in the
project. The DAI evaluation report (June 1977) expressed this view "....
the complementarities between technological change and socio-economic

factors affecting the farmers total farming system have not been fully

appreciated or integrated into the planning and implementation of the

project."” (p. 13)

5~ Fertilizer is not being used exclusively for coffee. There is
some evidence from recent BCA surveys that fertilizer is being used

primarily, if not exclusively, for food crops.

6~ Credit Societies (SACs) organized for receipt of loans under the
coffee project have an aterition rate of 80Z, while small farmer groups
organized to receive traditional (non-coffee project) loans have an

attrition rate of only 9Z.

7- The loan recuperation rate for traditional, crop-production loans

is 527, while the recuperation rate for coffee loans is only 57%.
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f= Technical assistance to tie small farmer 4s veal and unsunnerted
by basic appiied coffec research. o resenrch in coffee is currencly b jar

conducted.

G= The coffee marketing svsiom consists of lncal speculiiters wio bus
cofice from the small farmer and nrovide lir with informal credit semotipe s
in alvance of harveet, There are a numter of exnort agents wiw buy fror o
speeulator and a small number of cuportors who process and cxponrt eoffoe

Ahout 927 of the llaitian coffec exported In drv processed,

1N~ Vet processine produces the highest quality coffec, Onlw €7 57

the coffee in Hafti is vet processed. ‘lost processing facilitics 1n T'niti

-
-

operated by the exporter, are anticuatcd an.l inefficient, Littic is
done tu nodernize processing plants becanse of the larse capital investris

required and the ahsince of the necessary price incentive.

11- Vet processing starts with the rive cherry which must be transper

to the processing center within 24 hours or the Lean 1s spoiled, Roads

the farr to the procuessing center must he 11 o condition to peralt auick
transpert.  Uhere distances are great, velidcular access is vsauential.

17~ The small farmer is not oreanined and has no controel over L

price he receives for Lids eoffec,




L major constraint to increasing coffee production is clearly the low
price received by the producer. The main factors contributing to the low
price are the high export tax and the high cost of marketing. Thus the first
and most obvious policy action . »uld seem to be a lowering of the taxes on
coffee exports. One of the Covenants of the Small Farmer Improvement loan
called for the GOH to carry out a study of the impact of coffee tax rates
and world market prices on producer prices and the need for the estahblishment
of a coffee price stabilization mechanism, including possible means of

financing the capitalization of a coffea price stabilization fund.

In April 1976, JWK Intl. undertook a coffee policy study which indicated
that, whereas lowering the export tax on coffee is a desireable long-term
goal, an immediate tax reduction would be ineffective because of the
extremely low price elasticity of supply in Haicei, implyirg that in the short
run production would not increase significantly in response to a tax

reduction, and government revenues would fall significantly.

The study proposed that instead of reducing taxes the GOH should use the
revenue to improve coffee productivity and transport, and identify alternative
sources of revenue so that it might eventually reduce coffee taxes. One use
for coffee revenues suggested by the study was the estabiishwment of a price
stabilization program. There is little evidence that the GOl has responded
or intends to respond to any of these suggestions to improve returns to the

producer.

The Small Farmer Marketing project was designed to address marketing
inefficiencies. It ignores the tax question except for the following state-

ment in the social analysis.,

*The Haitian coffee export tax 1s currently the highest in the world and
must be constdered a disincentive to the f.rmer to increase production. If,
however, the total value of exports of Haitian coffee can be increased as
projected, it will be péssible to maintain or increase the present revenues

even with a recommended reduction in the ad valorum tax."



Thus the designers of the marketing project apparently chose not to
confront the tax question directly, but rather to focus on improving the
quality, and thus the value of coffee, by modernizing coffee processing, and
assuring better returns to the small farmer through the development of pro-

ducer coops.

On the production side the major failings were due to the absence of
applied coffee research and extension of a cultural package which included
fertilizer application recommendations based upon regionalized, applied
research findings. Production increases did occur, but the farmer learned
that returns on his investment were greater with crops other than coffee for
the reasons already discussed. The Daine s study measured an inevitable
physical result, namely that fertilizer and some simple cultural practices
such as pruning and adjusting shade will increase production of cofiee.
but when this finding is combined with other information such as low coffee
loan recuperation, SAC attrition, and stagnation, if not reduction, of
national coffee production, a completely different picture emerges. The
project helped teach participating farmers about fertilizer but did nothing
to break the major constraints to increased coffee p-oduction. GOH fiscal
poelicy remains inimical to the goal of the Small Farmer Improvement and
Marketing projects, VIZ., to increase coffee production, improve the
balance of payments through increased exports of coffee, and increase
revenues from coffec. Nevertheless, the poal of increasing small farmer
income is probably achievable, if not constrzined by the single commodity

focus of the coffee projects.

The: program implications which logically folluw [rom these findings
that USAID/Haiti should not invest further in attemptiny to achieve coffee
"production” goals unless and until the GOL provides tangible evidence that

it intends to improve the policy climate for that commodity.

Assistance to the samll farmer should be provided within the context
of institutional development of public and private organizations (coops)

whose mandate or past performance demonstrate a2 concern for that target group.



Yajor investments already made Iin infrastructurc (roads and centers)
should of course be protected. This would involve assuring that therc is
a continuing institutional responsfh{ility for maintenmancc, {nterraticn and
expanded utilization of these vestipial assets.

The nenetration road construction component of project 077 might lig=—r~
{

roads, Since the road construction component ig financed from Title T, tV.

integrated inte TPTC 10 only to improve the prospeet of nmalntenance ol thc

cornletion and expansion of that system, providina farm-to-parliet access
irrespecctive of commodity, 1is a natural candldate [or labor-intensive Liri-

rades heine developed under the asricultural feeder roads nroject.

The so called "coffee" centers micht he developed further as multi-pur-
posc, farmer service centers, for dissemination of technical informatien,
credit and other preduction inputs, for colleectinn, processins, staraec and
shipnine points, as headquarters for cooperatives, etc. TInstitutienal
roeponsibility for utilization and maintenance should probably rest vwithi=

NARMDL,

Tn spite of the policv constraints te coffee production, n rresernt
focus on coffee nrocessine and the develorment nf cconeratives holds somn
nromise of contrihutine toward the roal of incrensin~ small farper incerec,

Thore 12 ne overridin~ reason at this time tr interrunt the nrorpss of raen

nreanization, As a matter of fact the marbetine projent desion does
anticinate that, whereas the orininal immetus for orcanization was coffon,
the conns will probahlv exnand their role ae thev gain manarerial and firarcial

strennth and will hepin providing production and narhoting services for oile
i . J -

crops ‘as vell, This precese sii nld Ve encourags's  Sone rodesipnand o
Jircetion ofs the markitioeiarojoctiniaht il mliS o thas in e it
Mipsfon 15 to deenphasize coffoe and barive The srad 1= aviie oo [ ane tlibes L

into clearer focus.
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ITI. Zvaluation Tindin:-s and ecormendstian:

Dviluation of 177 bv DAI, T DAT cvaluation repory fmiicatimd Lisis 10
preject as originally lesirned and implonented, sunld nee gehidoo its o' -
Jeetives, It recomrmonded a revision of the 1oy, entending the T8reof Lu
rojeet te the end of TVAN, and the PENTHION O O e a e L e -
areas of managenant, ontension am’ resuirch, The Ppop revislon vas asarny,:

une vear luter in August, 1077, Althougl tic Junuet 1677 Prejest oasreerent
revislon was desipned to meet mest of the cvaluat fon recurinendat iong, L
enly actions taken subsequently verce the transfer of cetive production i
IPICADE to DAREDR, thus strengthening project manavement on the Bafcion sive,
and the stepped up usc of the Fond=des=!lecres center as the princival train-
ing site, The inportant element af tertintel Gnaistance adviscrs for re-

search, eitension, and managenent, hoie‘, w8 nut acte:d uno,

“valuation of DCA. The Credit Unidea Mitional Association (CI7TA) repard

r

of Anril 1070 pointed out that the Lurcau di Crédit Apricole (L€YY defleit
orew as lending activitlies increased, and thar there was no pPrvdictalbile
breali=cven point as lone as the loan recuperation trends continucd te be
adverse. Torrower drop-out rates from year to yvear alse wore discourapgin: .
The wenkness of DCA's capital structurc wias anothoer obstacle to sound Jond-
Ing totivities, Peliulle research results and offoetive vRtension servic
were dre-requisites of any credit proyram, hut these wer:« nonesistent or
Inadequate, The CUNA report warned, "There should be a Ecrivus concern abogt
the use of the BCA to deliver credit for production proprams that are not
based on field tested technologics and reliable cost/return analvsis, Snch
BCA participation places the institution in the position of ristina its
credibility with clients and sufferine reduced revenues throush delinquency

anc reduced loan demand."

The CUNA report indicated that in contrast Lo pay back rates of
only 5% with the coffoc project, recuperatlon of traditionnl, food pro-
duction loans was as hish as o7 and demand for traditionsl loans wns

strong and increasing. This information corrobariates the finding of the
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PCI Impact Study (discussed below) that 2 significant percentage of the pro-
duction increases achieved by small farmers utilizing credit supplied by
the coffee production project, was due to increases in the production of non-

coffee crops.

A number of recommendations were made in the areas of loan portfolio
management, Agriculture Credit Society (SAC) development, financial management,
coordination of agricultural support services, BCA organization and manage-

ment and alternative credit delivery systems. These recommendations are:

1. The BCA should imple--nt a redesign process which will, by
December 31, 1979, result in a reduction by at least 507 in the documentation

currently required to process a society loan.

2, The BCA shouid immediately implewent Article 33.2 of the Revised
BCA Manual, or s revised version of this Article, which would allow Regional
Directors to approve annual lines of credit for established clients cou-

sistent with adequate system of control and essential information requirements.

3. The BCA should receive technical and resource assistance that will
enable them to establish radio communication with its field operations by

December 1979,

4, The BCA should integrate the improved loan portfolio management pro~
cedures adopted in 1977 into the revised "Operational Manual" and prepare a

plan of action to assure strict compliance by all field ctaff.

5, The BCA should temporarily reduce the rate of formation of new
Societies and focus more immediate attention on the institutional strengthening
of their existing network of Societies. However, it is recommended that the
development of such a BCA Society strengthening program be based on a sound
understanding of the causes behind the current high rate of Society attrition
and poor lending performance. This might best be done through the excecution
of a short, but thorough sample survey of a limited number of BCA Societies

along the lines of the draft study model presented to both AID/H and the BCA
by CUNA in May of this year.



6. The BCA should prepare a realistic long-term capitslization
strategy whiclh incorporates mobilization of a suitable mix of grant funding,
equity capitcl, concessional and hard loans, and substantially-expanded levels
of client savings such that (a) the net rate of return on seid savings is in-
creased; (b) the BCA specifies how the serious proiected post-project cash
flow problem is to be resolved, including implicztions for continued
fertilizer purchases and necessary adjustments in the fertilizer subsidy
levels;and (c) a seasonal.interregional funds transfer program for short-
terr: lending to clients is adopted to decrease levels of idle funds, also
increasing the BCA's overull gross rate of return on invested capital. The
strategy should, furthermore, be consistent with the stabilization of BCA's

operating deficits,

7. The BCA's financial reporting system should be improved so that

a) revenues and expenses of all bureaus can be controlled un a timely basis;

(b) detailed income and expense statements for each bureau are generated
monthly;and (¢) burezu directors can be held accountable for compliance with
budgeted figures (those within their discretion), prompt disciplinary action
taken when unecessary, and bureau direcfors compensated according to results
attained. Initially, this would entail generation at headquarters of monthly
income &nd Expense Statements for each bureau and would require some modification
of existiag central bureau accounting procedures, in turn implying the need

for technical sssistance in this area.

8. The ECA should develop a revenue strategy, perhaps requiring increase:
in 1its charges to Societies, such that projected GOH subsidy requirements do

not exceed a level the GOH 1s wiliing to commit itself to over the long-term.

9, A change in the cénditions that regulate disbursement of the $5
million PPC fertilizer loan should be negotiated to : a) permit current and
pipeline stocks of fertilizer to be used for food production and storage;

b) permit a portion of remaining loan funds to be issued in cash.

10. Collaborating organizations should alter their strategy in regard to
the BCA, focussing attention on: a) maintaining and expanding the traditional
loan program; b) undertaking a systematic prograr of BCA institutional develop-

ment; c) suspending production technology-oriented credit programs until
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such time as concurrent efferte to strengthen rescareh, extension, inpur-

supply and marketing support services have proved successful,

11. Technical assistance should be provided to enable the BEA to co: -
rlete 2 function/task analysie of the orrantr=ation with the puipese af 1)
reducing work duplication, and 2) desipnine a4 manacement svaten which

delepates areater reshonsibility and authority to seleeted TOA stalfl,

12, Technical assistance be provided to the BCA to develop an effeet 2o
personnel system that will, anonp other thines, a) attract and retais cop-
petent staff, particularly 4n the arcas of financial maracement, 1) 1dened o
and develop trainine proframs that address deficiencics In stafe 8141 T'etang
attitudes, and ¢) result in an emplayee performance appraisal’ that cn-

sourtzes atcountahility and sunerinr serforrance.,

12, Technical assistance rhould te provided to the POA ta Adovelon
oreanizntional plannine cnpabilieips that v411 vesult in 2) an dnstirntian-
develeonent plan, h) annua? aperatiar plans, and ¢) resfonal an? seorin--1

action plans,

o

. Technienl assistancr shanld he providad to the ROA o Asct v .
erueri=ontal finld prodcet +o rost the feasihiV Ity 0f anc oy mrre Alf peadie
eredit delivery systerme; The dpefan vould 1eprtdfar ad e binimadnls tallve

tested, b) the eriteria for evaluation, c) potentinl projoct arrns, R

rethodolosy of inplanentation, o) required chepvas Inothe BEGS AN E s

-
—

financial and teelinienl resources roouly o

Imoact Tvaluation., The study undertaten by Practical Goneents,: i,

(TCT) artempted Lo men s the dnpact of i Projeet on smnll farnose S
amiproductiitl ty, The 'studs wae also intendid tuoestablish o Laseline for
coal Jevel indicators and nethodology for future replication. Tl TR jor

findinits of the study veroe:

1. That ahaut 707 of ‘the farmers participating in the projeet achive

sehstantial fhereuses (21 - 377) in dincome.  Stont half of the inecronso -
in the form of increascd profits and helf in the forn of fncreased cimpndon -

ment apporcunity for dahsorbine under-utilizod familv Talor,
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2. That project partici,ation had a fundamental impact on increasing
the productivity of land on participant farms and also increased the pro-
ductivity of smaller farms in comparison tc larger ones. Estimated pro-
duction increases were as high as 80% on farms of three hectares or less.
Two thirds of the production impact was attributable to increases in

coffee.

3. That coffee production increased by approximately 407 on
participant farms os a result of the project. Fertilizer use iucreased
dramatically, but other technical inputs such as introduction of new coffee
vaerieties were found to be insignificant. Technical assistance from ex~
tension agents reached 99% of th~ participants and 86% felt that the ser-
vice had increased their coffee inceme. Farmers indicated that additional
fertilizer is the most importent wav to increase coffee income, followed
by pruning coffee bushes and reducing shade. Improved varieties, co-
operative marketing and increased plantings to reduce the age of the stand

wvere all seen by farmers as of lesser importance.

4, That 91% of the participants indicated a need for additlonal
funds in ihe coming agricultural yezr. It is significan: to note, however,
that when asked what use would be made of the loan, the three most important

were non-coffee uses.

5. That non-ccffee lending has had no income impact and only very
slight production impacts. Note: This finding is qualified by subsequent
analyses undertaken by BCA which suggest that farmers have used the in-
kind credit (fertilizer) provided through the project for food crops rather

than coffee to a much greater extent than previously thought?



Fvaluation of the Coffee Toad e woiee t, The evabwition o the

penetration road conponent of praject 772 Tx Croup Seven (10/70) was i ree
view of construction mutheds and practices it & discussion of iunlicat fons
for other rural vorks projects in liniti. Croup Seven 2lso undet tool a stail
survey {50 villavers in Tond Jean loel) as o preliminary sten in the deveion-
ment ef indicators for neasuring the socio=cconomic imnact of the coffce
roidis on local communities, and develoned n Lentative metiindolney for o fall

™

baseline study to be undertaken in T A0,
“he major findings of the coffee road cvaluation are:

1. The roads are 437 completed e at a cost of 5453,090 vhich is 767 of
the Tunds oripinally budgetted (8§675,000)., The ultimate cost will excend
the original budget by 647 (8675,000 to $1,110,000),

-

<. GOH did not make the roads element of the coffec proiuction pro-
Jject one of its rural development priorities. Counterpart encincers were
net made available jor o vear and a half., 1™hen they were (July 1°7%), e
.8, paid for the:.

The 1.6, consulting cnuincer left in June 1077, Thus, ATH consultis

-

services will not be avallahle to help in sctting up a commun ! (s =1

system of road maintenance, as called for in the design.

-

Ao Althoupl varions committees have boen cot up to provide "eoordin o
of DARYDR, TTHCADT, BOA and AID with regard to coflfoo roads, Dene Ve

effcetive,

4. Location of tlie roads is in Lasic conformity vith the purpese of

the project and the requirement to maxizize use of labor-fntensive radhods

P
ik

s met,  Communities supplied lalor hut not as a voluntary contribution e
the project,
5. Lanpguage fn the CA? notwithstanding, IPICADE did not ond does not

presently have the capabilitv to adrinister tlie coffoe production nrefeet,

1 Hethod of compriation of "perceontage copnletion” 1s found on P28t e

Group Seven rernrt (Attachment #2)
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Tne law creating IPHCADE in 1968 ¢ave that organization a role in
coffee production and authorized it to comstruct or finance the construction
of "penetration routes' to centers of production of coffee and other export
commodities. In spite of this legislation IPHCADE's primary role, as its
name implies, has been promotion and marketing. There has been no
subsequent ravicion of the responsibilities and modes of operatiun of IPHCADE
to enable it to handle the radical changes in volume and character of work
load imposed by the coffee production project. The project added unprecedent-
ed activity in coftee production, as opposed to "promotion" and
"ccmmercialisation", road construction, and massive and unfamiliar programs

in credit and fertilizer, which ealled for close coordination with the BCA.

In late 1978 the project was transterred from IPHCADE to a unit in the
Department of Agriculture. i Group Seven was unable to identify any clear
consensus as to why the move was made at that time. Road construction
management, never was an integral part of IPHCADE and 1s not now an integral

part of the coffee project.

6. Completion of worl: presently planned will require that attention be

given to the following matters:

a2) GOH budget commitments to the project's roads clements should be
clarified. Some $200,000 of the GOH's roads commitment for the five years
nowv enced remains unspent. The GOH has transferred or withdrawn some of its
local currency project suppor.. This matter, which involves inter-
governmental agreement, affects not only the roads, by the success of other

project elements to the extent that they depend on roads.
b) Reliable arrangement should be developed for paying labor on time.

¢) Provision should be made for local community involvement in road

maintenance.
Group Seven evaluation recommendations are:

1. That laborers be supplied with adequate hand tools at the earliest
practical date and that provisions be made for stocking and issuing replace-

ments as required. Once properly supplied, additional distribution could be

1l At the time of this writing anothcr reorganization is underway to re-

turn the project to IPHCADE.



-17 -

on a replacement bagis with broken tools or handles repaired by a loecal

craftsman.

2. That USAID exert maximum pressure to meet coffee road payroll ob-

ligations within & reasonable time following the obligation.

3. That a policy be adopted and implemented which recognizes varying
subgrade conditions and adjusts pavement thicknesses or corrects subgrade

to insure uniform pavement support.

4, That greater emphasis be placed in providing drainage, both longi-
tudinel and transverse, at the early stages of construction. (Suggested:
At least rough longitudinal ditching where indicated at the 3-meter phgse,
esseut.ially complete -- though not paved =~ ditching at the 5-meter

stage, prior to peving,

5. That consideration be given alternate paving materials for the
roadway where such moterials exist, are more easily obtained, or can be more
economicelly placed, than the existing standard. This would necessitate

alternate standard pavement designs to reflect the use of other moterials.

6. That the present intent to ¢oat all macadam surfaces with a mixture
of lime, bagasse and soil be re-examined to determine if it offers any

significant advantage over selected soils alone.

7. That road maintenance be recogniz. d as a need immediately upon com-
pletion of any segﬁent of road (1 m) and that it be formally assigned.
Whether maiateined directly by SEPREN or through community sction, we suggest
serious consicd:ration of the system whereby one or two individuals, pre-
feraily ones previously involved in the road comstruction, be provided with
hand tools and assigned responsibility for routine maintenance for a
specific short section of road (1 - 3 Kms). Unusual maintenance conditions

would require appropriate additional support from SEPRRN.

8. That an analysis be undertaken to determine the various elements of
construction to permit rational consideration of alternative materials or

alternate methods.



9. That USAID focus promptly on what its position would be if the GOH
favored a continuation of the Coffee KRoads Program, both for completion of
present plans for 105 Kms approximately (together with maintenance arrange-
ments) and for additional sections totalling a possible 155 Kms., Arguing
!g; it, among other things, is the value it may have in further development

of the labor-intensive method,)

10. That 1f the present 105 Km project is to be the beginning of a
larger, programmatic effort, responsibility for roads be shifted to 7PTC.

Concerning the application of labor-intensive spproaches in other

Haitian rural works, the following recommendationfare made:

11, Consider how to structure & possibl: coffee road extension program
in crder to maximize its value in reiinement of labor-intensive methods

(e.g., a pilot test of payment per unit of road achieved rather than per day).

12. Contrary to the coffee road experience, l-hnr-intenni-c poti=''7

3 e

¢ k2 previded high quality, well designed hand tools which will not
only permit getting the job done facter and better,but perhaps more im-
portantly, may correct somewhat +thc deficit in prestige

and statue vis-a-vis equipment based approaches.

15, Cerry out a literature search on labor-intensive work here in Haiti,
vith supplement from Washington sources. AID experience with labor-intensive

work is greater than the present personnel of the Mission may realize. The

various cases should be looked at for possible lesson value and for
"literature' thev may have produced (project reports, end-of-tour reports,

etc.).

14, AID, with GOH cognizance, should begin to "codify" its ideas as to
2 stratepy of the labor-intensive method, covering such things as: the
optimum role of Goverrment and of technical assistance; standards in various
design matiers; cost guidelines; position in regard-to scheduling of given
projects, and, phasing of sector programs, and so forth. This could serve
irnortant archival, as well as future project design, functions. Conscious
and systematic communication on the topic should be maintained between the
USAID and the GOH (at present, the Plan Department, plus selected other

LAEEE
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services mainly in TPTC and Agriculture;. USAID might also initiate con-
tacts on the subject with other international agencies. Within the Mission,
a single person should not be given the labor-intensive assignment (except
perhaps as an information resource depository) since it may touch on every-
one's work. Rather, everyone should be invited to consider the topic in

their analytic and planning .,,.oach to any potential project.

15. The labor-based method should be counted as an element of both
nationel and rural sector goal strategy in all future high-level policy

deliberations.

Evaluation of Research, Extension and Training. Multinational Agri-

business Svstems, Inc. undertook an evalmation of the research, extension

and trzining components of the coffec production project
The major findings of this evaluation were:

1. Delays in beginning adoptive research in coffee have jeopardized

the long-term success of the coffee production effort.

2. Extension work in the coffee sector can never be fully effective
until adequate rescarch has been performed and translated into useable
practices for the farmer. Nevertheless, extension activities under the
project appear to have picked up momentum during the past year after

assignment of an energetic Extension Director.

3. There has been far less formal training for PPC leaders and
agronomists than was planned under the project and tiere has been more

training of extension agents and farmers than previously reported.

4, PPC project management in general has improved considerably over
the past year since the transfer of the coffee production functions from

IPUCADE to DARNDR. Top managers appear to be competent and knowledgealtle.

5. A very real constraint to the svrress of theccffee production
effort is the motivation of project personnel. Posts are isolated; pay

is low; there are few amenities for families.
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6. The Coffee Operations Centers are being used increasingly -- but
they have not reached their full potential use, especially since the re-

search function has not yet been developed.

7. Most of the Coffee Centers appear to have been over-designed in
t2rms of the buildings. Low budgets have affected their proper functioning.
They could serve z broader functicn 1if they were to be used as full farm

service centers.

8. The sheer number of =small holdings of uncertain land tenure
(minifundia), and the number of small farmers is a severe constraint to pro-

ject implementation. This compounds the extension problem.

9. Marketing, storage, and transportation problems still are
substantial constraints from the small farmer's viewpoint. Stronger co-
operatives are probably the only reasonable course open to this group if
they are tc be expected to produce more, and reap benefits from increased

production.

These and other findings of the evaluation led the evaluator to

conclude:

"We doubt that a pure '"coffee'" project can be successful
in the immediate future because of the engrained food-
first attitude at the small farmer level =~- he is
basically a subsistence farmer; he is not a coffee

farmer."
Re&commnendations of the MASI report are:

1. Before the U.S. gets into further long-term, expensive projects,
the question of whether coffee really is an area for comparative economic
advantage for Haiti should be examined from the macro-level of world markets,
coffee quotas, etc,, and from the micro-level of how responsive the Haitian
small farmer ic likely to be to further assistance, especially in light of

his options of producing other crops.

If a hard look at the coffee sector indicates a positive picture, then



AID must get down to the bedrock decision as to what it can do to assist
Haiti.

2. USAIT should not do piecemeal project evaluations; projects should
be treated as units of management, or be disaggregated, and reviewed

accordingly.

3. The fertilizer subsidy to the farmer should be discontinued.
Fertilizer could be provided without charge, however, for the Coffee Center

activities and for adaptive trials purposes on cooperating farmers' plots.

4. Deobligote the unused balance of the loan when the current FCD ex-
pilres; this large balance increasingly will become a target for the over-

sight agencies.

5. A Coffee Research Adviser should be brought on board sounest to

help get the laboratory at Damien set up and operating properly.

€. A Coffee Production and Extension Horticulturalist should be re-

crvited to help PPC rationalize extension education and methodology.

7. The Extensicn Specialist should help design visual zids equipment
and materiels such as flip charts, flip books, etc., so that these may be

provided to the Centers &and through them to the farmers.

8. A preventive maintenance program snould be set up at each Coffee
Center., Otherwise all of these new buildings and appurtenances will become
eyescres. Wall cracks, improperly installed equipment, etc., need atteation.

All equipment, such as generators, should be kept ir operable condition.

9. USAID should make a special effort to persuade PPC to -ttack the
weed problem at the Coffee Centers. Not only do these plants give the
stations an untidy appearance around the buildings and in and among the

plots, they draw soil médsture and nutrients unnecessarily.

10. A survey by PPC and USAID should be made at the Centers to
determine what zelatively simple tools and labor savings devices would im-
prove operations. For example, grass whips make a good tool for con-

trolling weeds and may be a more efficient alternative to the machete.

11. VUSAID should order a supply of Handbook of Tropical and Sub-




Tropical Horticulture, 1968,. E. Mortensen and E.T. Bullard. This is an

AID publication, with English and French editions. Although the last print-

ing was 1968, the information on coffee culture still obtains.

Evaluation of the Small Farmer Marketing Project, (083). A special

study of project N83 was undertaken by Alvaro Jimenez Castro in January,

1979.
Major findings were:
1. 1In recent vears coffee production in Haiti has decreased.

2, The reduction is due to low profits obtained by the small farmer
who produces the coffee, high taxes on the exportation of coffee (197 ad-
valorem for washed coffee and 247 for dry processed coffee), equally hiph
costs and excessive profits to micdlemen in the marketing process, and

the lack of technical assistance and credit for the producer.

3. Only about 87 of Haitian coffec is processed by the wet method,
vhich produces a superior quality and demands a higher price, while 927 is
processed by the dry method., This is due to the lack of wet processing
facilities and inadequate roads to permit quick transport of the coffee
"cherries'" to those facilities, which must occur within a 24 hour period

from harvest.

4, All the efforts of the GOH, USAID and other international or-
genizations to increase the income of the small coffee farmer by meane of
improving production practices or methods of processing, will be of no
avall if the present system of marketing coffee, involving the speculator,

exporter agent and exporter, is not addressed.

5. A new marketing system involving producer cooperatives, and

processing centers for producing washed coffee should be developed.

The Jimenez report makes a number of recommendations on marketing
relationships and operations which assume that the marketing project will

be implemented essentially as designed. These recommendations follow.
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Recommendations:

A. Market Information

The Small Farmer Marketing Project (SFMP) will need to improve in-

formation on the worlc coffee market.

1., The farmer does not need information about the world coffee market.
Information that he recelives from the private sector, cooperatives and

IPHC*ME are enough.

2, Cooperatives should have better data on the world coffee market
provided by the CNCC and IPHCADE. The data must be simple but enough to
allow them to decide, together with IPHCADE and CNCC, about:

a) the price to pay to farmers (reviewed periodically)
b) selling opportunities
¢) coffee selling price.

3. The CNCC should have day-to-day data on the coffee market so they
can make marketing decisions. (The Jimenez Report lists a number of sources,

pp.28,29-)

B. Marketing Relationships and Operations

1. Farmer -~ Cooperative Relutions

a) Purchase period. The cooperative must be able to buy coffee at

the best time for the farmer. For "caf¢ cerise” the purchase period lasts
about 7 months, from August to March. The opening date must be notified in
advance. The purchase period must not last longer than necessary in order

to cut down operating cost.

b) Purchase price. The cooperative should establish the purchase

price for "café cerise, café coque and café naturel" during the purchasing
period. These prices are subject to change depending of the world market.
Price variations should be avoided as much as possible because it is dis~
concarting to the farmer. Some price modifications on the world market can
be absorbed by CNCC. In any case the purchasing price established by co-

operatives should not be less than that set by the private sector. The farmer
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(member of a cooperative) must be aware of the "surplus" he will receive
when cooperatives share the refund (ristourne). It is understood that one
part of the'"surplus" will increase the capital of the coop and the other

will be distributed proportionately to all members.

The purchase price to the farmer set by cooperatives will be
in accordance with prices agreed to by CNCC. 1If higher prices are paid by
the private sector the CNCC should be immediately notified so steps can be
taken (i1f require by market conditions). If stuZies indicates that

oligopsonistic conditions exist, remedial steps should be suggested to GOl.

¢) Coffee quality zt buving time. In determining purchasing price

to the farmer it is nccessary to give incentive for the best prepared coffee.
Inferior coffee and coffee which has & higher percentage of humidity than
ordinary coffee should be paid less, but not below prices paid by the private

secter,

d) Difference in price. The GOl should compensate cooperatives for

extre costs in promoting these policies. The GOH may take steps to stimulate

coffee farmers by paying a superior price in the following cases:

~ In pllot areas where new varieties and practices are
being introduced.

- 1In "rezoned" areac.

- 1In areas where it is desireable to accelerate rural

development projects such as "Ilots de Développement d'Haiti."

e) Tunding. The farmer is trapped by the speculator long before
the harvest time because the speculator advances funds for the crop. A
fund should be set up to institutionalize this credit function. Cooperatives

might received advances from CNCC or loans from BCA for this purpose.

2. Cooperative =~ CNCC Lelations

a) Purchase period. CNCC should keep its purchasing posts open all

vear long, except if farmers or cooperatives don't have any more coffee.



b) Purchase price. CNCC should establish purchasing prices for

cafe coque, cafe naturel pile, cafe lave en parche and lave decortiqué all
year long. They might review the price periodically according to the

world market.

¢) Coffee quality. Incentives must be given to the best washed

coffee or coffee that is processed best. Prices shoulc be reduce for

inferior coffee or coffee with more humidity than 1s reasonably acceptable.

d) Protection apainst price variation. Protection against price

variation 1s one of the most important services the project can provide to
the small farmer. Although farmers are used to keeping their "cafe coque,
or cafe naturel pilé" in stock until the price rises, Cooperatives and CNCC
should never tryu to speculate in this way. Two systems can be used by
cooperatives and the CNCC to protect iuems2lves against price variation:

(1) selling for future deliveries, and (2) hedging.

(1) Coffee selling for future deliveries. At the same time co-

operatives purchase coffee they should sell it for future deliveries, so the
purchasing and selling prices will be correlated. Cooperatives should sell
their coffee to the CNCC within a two week period and at the same time
indicate the date for future delivery. On the basis of coffee purchases

for future delivery by cooperatives, the CNCC should be protected from a
possible fall in prices bv selling a certain quantity of coffee, close to the

quantity it purchases, for the eariiest shipment,

(2) Hedging against N.Y. Coffiee and Sugar Stock Exchange Contract.

The CNCC must export large quantities of "standardized" coffee to obtain the
best prices and protect itself against loss by a hedging operation. It is
recommended to work against a contract of the N.Y. Coffee and Sugar Stock
Exchange. The New York firm which is the agent of coffee purchaser from the

CNCC would cover these transactions,

During the period between purchasing of coffee by the CNCC

selling by contract and export, the price might go up or down.
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If the price goes up between the time the CNCC has bought and
sold the coffee, the CNCC would make a profit. But in the case ot the con-
tract sold by the CNCC to the stock market the CNCC will loose, because the
rrice at delivery was higher than the price at contract time. Under these
circumstances the profit on the transaction between thc coop and the CNCC

will compensate the loss on the contract.

If the price goes down between the time the CNCC has bought
and sold the coffee, the CNCC would take a loss. But in the case of the con-
tract sold by the CNCC to the New York Stock Exchange, the CNCC will make
2 profit, since the prices at delivery were lower than the price at contract
time. Therefore the loss on the domestic transaction will be affset by

profits. obtained on contracts sold to the Stock Exchange.

Purchasing or selling operations may be settled without
receipt or delivery of coflee by using a clearing-~house. The hedging
operation is complex and should only be started when trained personnel are
available. Tire insurance should also be purchased by the CNCC to cove:r

coffee storage in cooperatives or in CNCC's Warehouse.

3, CNCC -~ Importer Relations

The CNCC will play the role of coffee exporter and will establish business
relationships with importers. 1In some case it may sell its coffee to
Haitian exporters. At first the CNCC, will deal with Haitlan coffee im-

porters and later reach other markets to improve prices.

With regard to the CNCC =~ Importer relationship the following factors

should be considered:

- Large quantities of standardized coffee should be available

for export.
- Packing should be improved (clean bags, machine stitched, etc.)
- Establishment of "import marks'" for special coffee and for some

markets (especially European markets),
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- Export of .uffee on consigment should be forbidden.

C. Ouotas bv the International Coffee Board (0IC)

The SFMP was initiated on the assumption that the Republic of Haiti would
not have coffee export limitations imposed by OIC. With the Agreement of
1976 1t is pessible that in one year or two a quota for export will be
established. 1In that case Haiti will have to keep its coffee from one year
to another and regulate its exportation every three months. By Article 31
of the Agreement of 1976, Haiti's export contract was 383,000 bags for 1976/
77 and 399,000 for 1977/78., For 1978/79 they will give a basic quota
different from the export quota. The annual export quota will represent a
percentage of the basic quota which is still not set. When the informarien
is available, adjus*ments will be made in the SFMP, ba: ~n the experience

of other countries in the quota administration area.

D. Permanent Analysis of the Local Market

The SFMP should adopt the practice oi permanent analysis of the private
sector. A system of periodic tabulation of prices paid by the private
sector to small farmers for café cerise, café coque and café pil€ in
different areas should be established, Thase studies will be the basis for
reviewing policies of the CNCC, SFMP evaluations and to detect commercially

unfair practices.

E. Marketing of "Cafe Naturel"

1. Only farmers within easy reach of the mill (usine) can deliver
"café cerise" because processing of "cafe lave" must begin 24 hour after

gathering.

2. Policies of increasing the percentage of '"café lave" to be ex~

ported (now 87) must continue as a medium ard long-term measure.

3. The quality of "café naturel" should also be improved by in-

troducing mechanical depulpers.

4, Marketing of washed and natiral coffee will allow increases tn

marketing «nd quickly reach the ''point d'équilibre".
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S. Marketing of "café coque" among farmers-cooperatives - CNCC
should be sponsored so that '"cafe pilé a la main" (907) i€ increased and

machine hulled coffee increescu ""cafe naturel” quality.

F. Administrative Aspects of the CNCC

1. The SFMP is not precise enough on the administrative statutes of
the CNCC, nor does it take into consideration its dependency on IPHCADE.
The CNCC must be coordinated with other governmental agencies which are in
contact with coffee farmers and cooperatives. The CNCC must be connected with

iPHCADE but with sufficient authority to make decision in Coffee Marketing.

2. Generally the offer for purchase and the sale of coffee should be

concluded within 24 hours.

3. CNCC policies for the medium and long-term may be set by the
Minister of DALNDR and by the Conseil Consultatif de 1'IPHCADE. Policies
for short-term marketing must be established by a committee composed of the
General Director of IPHCADE, the head of the CNCC and the Director of the
SFMP.

For practical reasons IPHCADE is the only organization authorized to
conduct commercial transactions with coffee importers. The CNCC is ad-

ministratively a part of IPHCADE, is not.

G. Personnel Training and Technical Assistance

Through the CNCC, IPHCADE will assume new functions in the area of ex-
porting (purchase, coffee processing, quali~ control, selling, hedging,
shipment and collecting money). Its persornel must be ready te undertake
these new functions. The CNCC should receive technical assistance to pre~-
pare for the assumption of these activitics. Personnel should be assigned
to specific tasks concerning export and should be able to make themselves

understood in English.
Training suggested:
1. Knowledge of documents concerning market information.

2. Training in the Stock Exchange area: one week training in New York
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Coffee and Sugar Stock Exchange (special interest on Contract C); another
week in Basic Products Stock Exchange in Chicage (Merill,'Lynch, Pierce,
Ferner, and Smith, Inc. suggested) p.47.

3. Two weeks training on all aspects of export, in a coffee export
firm (Fédération de Coopératives de Cafeculteurs de Costa Rica). During

the same period training should be provided in quality control (tasting).

4, VWhen export is initiated IPHCADE should promote visits by coffee
importers to Haiti for discussions with people in charge of coffee export

activities.
5. Visits to agents and buyers of haitian coffee should be encouraged.

6. Personnel should be trained in the field with the help of an
Baitian with knowledge in cofiee export. M. Cond€ is the expert chosen by
TPHCADE.

7. It does not seem necessary to hire a specialist in Coffee Marketing
for a period of 36 months, because the project needs more than one specialist
It would be better to hire several technicians for short periods that are

able to cover different aspects of the export area.
Technical assistance should include:

a) a technician specialist in coffee export.

b) a technician in coffee processing for export including
ciassification, typification aind standization (2 months).

c¢) a technician in management including external funding or future
exports (2 months).

d) & technician in coffee marketing. (3 months distributed over

the life of the project.)
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Reviev of Cvaluatien Tindincs, (3/4/89)

19 Tew
- L OT

srmer Tmnrovenent (N73)
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Crang

l, Yo extensien of project beyvond June 1001 PACDH.

2, TNalance of coffort will foeus on tho resenrceh component of the

nroiect.

a) Recruit a short-term Research Specialist tmmediately,

b) Turchase raterials and equiprent fdentificd by the Posearel:
Specialdist for carrving out the Coffee Tescnreh Prarram.

¢) Train apronomes already worliine in the project in researe))

techniques,

3. 1'SAID Director and ADD will present views to Minister of Aerdiculture

and obtain 2 commitment from him tn continue to provide resources

for coffee research after terminatinn of aesistanco,

4, Then commitment ig obtained a revised Tinanzial Plan w111 he nre-

pared and the 1=rarmitted balance nf fund« will he deoblrntnd

1. No extension 1s eontemnlated bevond the TCD (Nov 1, 80) or ™D
May 1, 81),

2. Fortilizer

]
a) Procure an additional 220N tons of fertilizer to cover needs of

all Coffee Centers for next prowing season. Order aow to avoid
increased cost.

b) Only fertilizer suitable for enffee will be orfered (No Armoniur
Sulphate).
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¢) The Minister of Apriculture will be adviscd of AIN's position and,

once there is arreement, a revised Yinancial Plan will! he -repared

and the uncommitted loan balance de-oblipated.

Coffec Centers

a)

h)

c)

d)

Coffee Noads

Coffee penetration rcads will be transferred to the Minlstry of Tohlic
Yorks (TPTC). Tunds will also le transferred tegether with tools once
both the Minister of Agriculture and the Minister of Pullic Voris N,
reached agreement.,

fnig )

Tarmer Marletine (

Completion of construetion at Thintte and Dondon and repairs to
Tond des Négres will be financed from PL 40 Tigle T resources,
The Reaumont Center will be financed from loan funds ind will b
a more modest facility than the centers already bullt.

Changieux will be completed from loan funds already committed for
that purpose.

The Ministry of Agriculture will be asked to present a plan to
USAID for the utiligation of the Centers. The idea of expandine
their use to become Farm Service Centers rather than simply coffe

centers should be explored.

1

AN

Go forward with the project as now bedng implemented focusalng on
coaperative developrent and impraved coffce processing. Tetailn the
project within DARNDL and aradually iInteprate with the coffee pro-

duction over the next vear.

. A revised project description and financial plan will be prepared,






