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A. MA3OR CONSTRAIINI'S AND PROBLiEM ARE-AS: 

The following factors are interrelated in explaining why the project 

especially t:he operations of CECOMLECA in Patzicia and Guatemala City - is not 

econonmically viable at this point in time. No one single factor can be cited 

as more irnportant than another in inhibiting project progress, as envisioned 

in the original Project Paper time frame. Toglether they have brought the 

project to the brink of disaster. 

1f lit. £rt, t fleo, t t 1.. AP,/f,.d't r o,,_ tlroh n r lo l,:r 

t,',,forcL acility co:;vt:ruction wa:; initiated at Patzicia. 

corl,* ]utaints to the Office o[ Rural Divolo'nent, USAID Hi.:;sl n to 

Cuat.cmala, July 9I 2. h r. Steelu I- an ,rployee of the Office of 

InteirntImi l Cooj e it Ion 'Ind)A, llev, lOjimlt r v; id(-n tmd o1 

asigcn ,ent to IIro iion 1. a w i Lh!.ID/llonnu. l'ir . i, con.s;ul tant 

AgLrculturl (Xpy: ,atlve DC'oc I omfi::t Irnternational, Wx.hi ni ton, [). C. 
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While the two federations subscribed the required Q90,000 capital and nupp]ied
 

affidavits from four local cooperative i:tating that 2,000 farmers had been 

were only done to satisfy legalregistered in the program, these 

.technicalities and to meet conditions precedent established by USAID prior to 

disbursement of funds. 

The point is that active growers did not join CECOtRERCA ncr subscribe 

Q10 each as evidence of thei r interest in the marketing entity (membership 

equity stands at Q175 as of this date; not Q60,000 as envisioned in the 

origina] project paper).Neither the federations nor USAID/G insisted on this 

imembership recruit,.C:it projra,'s completion before initiation of other projcct 

actIvit 1es, a tragic zistal:e. In effect an organization war created without a 

menbxrship buse to supply products to he market("d, and no producer memlners 

with jersonnel financial interest in the success or failure of it as a 

business cnterprize. 

2. Further evidence of the withholding of active support by the 

federations and their local coopcrative: is seen in the fact that the Q800,000 

of production credit available in the project at 6% Interest, to stimulate 

r~tart-ul, of coM-modity prodution by member/owneirs of CECOMEF1CA, wats never 

disbursed to farmer Ineahers,it iias not bcen utiJ zed to this date. This was 

to be used as another pow'ertul incw ntlve to st.innilate interest and new 
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ariipto in5444 providing4 raw prdc 
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prdcto by- membr/grwers upp 41 to 

the coprtvl an an*4 imoran link. 4 it blt o neoit ae4i 

contract with buer for truckloa quantitie of hig quality prouce 

pdd UStionb ider/ifyowerobem Whtiiato inworse, tne technidcl asitac 

cotractoeratoelpandMCand nobordy withli ths abiliyrie4nceoticatpabilty 

rcnrtd onit bterm, for nevrcame toagripis with hgeulproblm.Te Is 

thecbaified teir loat to th repciefdrtoste aefo n 

4.454~4 sspaM4Q4RA Zbt~hia wa n~etv n 

5
Thinea, ECM (oete~tona none3.oec otai management, CEOfR~~oneto-nld aily 

produce aiing
a surccesulfrmowe markets.Ti coopardivcrcAl touche UsucDcs 

houltrae tosihep thatte head nobocdy wihathisdexpesriete ocaability the 

http:markets.Ti
http:problm.Te


-4

should have been changed by
appropriate areas. Composition of the team 


team leader
USAID/G early in 1980 when the first Serviclos Tecnicos del Caribe 

left the project (not to be replaced for nearly one year, in effect leaving 

for this period), and it wasthe CECOMEPCA qenerai manager without an advisor 

evident that CELCCijECA iiad no membrship/producer supply base and no sales 

its procjram. Th[t; leads to the fourth mAjor corntraint.thrust to 

_
5. USAT D/.Ci -t f t ., its activities 

DI., -!'' c ]!rQ--hl qtt-,,o mrrod. One gets the feeling 

that once tile conditio .p . recedlent were -1,jlly (technically) met, the T.A. 

contract was awarded to Servicios 'Ieciir,.:os del Caribe, and first funds were 

its over,being di.-;burseJd, ULSA I)/G a:;sumed the po, tiite that reuT .nsihility was 

i.o, that the project w:u]d grc~w and be SUCC2S-JfuI without further AID 

I llut.lr r hiJ i ntly r , project probl,m;,teibhil.al r rl.,,ju % d. n'vi nuis 

as outlined aLove, were not brought to the attention of top USAID/G Mission 

viandgement in a ti::;ely manner. USAID exlr,iience with similar projects in 

scpe nd financial s ize in Latin Americ ,an indicate that they require 

monitoting and technical inputs of a qualified AID officer (at leat 25 percent 

of his ti-c) ill the first several yeats. 

In r;.Lr':Cary, C1XO}UIZCA had no Interest.d grower/u.'ner membership base, 

no active promotion and supi-ort from the federation.; and their local 

of local markets andcooperative:, no qualified sales personnel knowledjeab] c 

http:teibhil.al
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buyers in their management, ineffective expatriate technical assistance 

helping its management, and questionable project monitoring by the 

donor/loaner, USAID/G. It's a miracle that CECOMERCA Is still operating today 

at all, given these factors.
 

Further exacerbating the 5 factor's mentioned above have been: 1). the 

!Alitical and security instabilillties In the western highlands, and 2). 

political, econoiic and security in-tability in Guatemala's traditional export 

markets for temperate fruits and vegetables in El Salvador, Nicaragua and 

Cost. Rica. The forner's im[pact on CECO'.IM!JCA ha-; obviously be(:n negative, 

especially from an organizational and "fiedinen contact with growers" point of 

view. The latter hc .; been overplayed, in our opinion, since the populations 

or the three coun~r it. a st ill consu:i'ing 1lar.;o quantities of Guatcmal an 

p1 oduced ter:..pera te fruits a nd vrjetables daily. Obviously they are being 

supplied by Gutec-alan growers and marcet(:rs on a regular basis. 

.P 'COM 'B.* .P,1M,RYOP D... :;:; A..)" PPO S . C,. .,"" 

The consultarnis' recom:i:,endationn are shown in summary tabular form in 

Exhibits 1 and 2. It Is reccurendu. that U5;AID/GLi;atemala obtain the services 

of expert t.clini,,il , nt';istance bhisud onr the scopes of work provided, to 

develop a vi,ble ClODC) .IECA cooe rat ive ii,bership ba:;e In the production area:

most logicAl for te organizations ,;upply of produce. This is programmed at 



$145,000 for CY 1983, Exhibit 1, Item l.a. At the same time, expert technical
 

assistance in export and domesntic oale, and marketing improvement chould be 

contracted for CECO"TVCA by USAID/uatemala. Thin is projected as a two-year 

.t.aurk costlnu 1225,000, ba.i;ininq in CY 1983, Itom 1, b. 

Short term observational and work training should be provided Celected 

CECOM RCA personnel, as necds arise, and as identified and planned by the 

technical assistance consultants. A total of $60,000 has been programmed for 

this purpose in the reconmendations, Exhibit 1., Ite:n 2. Since at present 

levels of vales and costs, as projected through CY 1983, CFCOM.]lRCA will still 

not have rcached a break c ;en point in its opcr ations, the consultants have 

reco:nunded that sufficient WSX frnis be made avai].ible to cover total losses 

foL CY82 an] CIA. This is designated as working capital in Exhibit 1., Item 

S3., and will require "3S6,870. 

in cooperation wAth CECOMERCA management, the consultants developed a 

reprogra::ed table of expenditures: needed for ncw facilities and equipment, 

Exhibit 2. This was shown to cost a total of $777,00) to be financed from 

loan funds prees-n-LIy availiableP, but dLr.u sI'. as ncuJ.de in CY 1932 through CY 

1984, 5.U., Exhibi t I., Item 4. This relresents i :ignificant reduction frc',n 

original plans, Out i: in line with the xetrenchment explained c a lier in the 

text necessary until u[,rations, revenues and costs have Improved. 

In Exhibit 1, It ,m 5., fund i Js reconunended to complete Independent 

auditc of CECI A': financial ipcratlons yearly in CYs' 82, 63 and 84, at a 

total Wrtiratpd ci it of :;15,U00. 
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The consultants strongly recom.end that a concerted effort be made by 

com:pleteUSAID/Guatemala to have the two federation:s, FENACCAC and FECOAR, 

their financial commltiment ; to CECOITUA Q 1i Ovidinfg the remaininq equity 

capital of $60,000 origin.lly prvoised, Itemii 6. TI Lhe federations and their 

locally L filiated co,pe ,Itives join with ti techiiicl i ssistants proposed in 

a concerted mer,.etmship redc uitLnent ei fort, 1,000 Iona fide owner-mebers of 

CECOEMM.CA will he actively participatlng in the cooperative and Its business 

by the end of CY 1981. This w:ill provid., another $]0,000 of equity capital 

for CECO,'-RECA. One aspect of the membership dove I:..',.t effort will be the 

timely release of $800,000 in production credit, alr.,-ajy pro9rTmred in the 

project but as yet mit released, to provide ,,:.ber-growrs funds for financing 

the inputs necessary to supply products for sale by the organizations. 

If the federations- and their locally affiliated cooperatives do not 

enthnusi wtically sulqwit the timely dcvelolurL'.nt of ;tronj nQ'berr hip 1),1:e for 

CECOM RIA, USAID!Gantemala will have to :oeek another institutional basis for 

the continuat ln of the projnct and the orgacnization. 

FINANCIA,, N .,.';;y:>',u to.:. 

Despite the ct),i, traints and problem:s Identifled in A. above, C MCOEL.CA 

i 6 still operat.Ionl o:11, Indicaticn of the ag ilty of Its present 

mnigement. w ?owever , it cannot continue for l on a:i pr t.;ently operated. 

http:MCOEL.CA
http:dcvelolurL'.nt
http:CECOEMM.CA
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Sales volumes are' too low, coot of sales In too high as are operational 

costs. Fixed administrative overhead at itn pres;ent level cannot be 

justified, at the current, volume of business and must also be reduced. 

The folio-,ing changes in project plemlntation and financing are 

reco-nended in zn effort to place the organILation and project in a viable 

opeiational and financi-l mode in the next thi ,u years. 

r_ .*. . , _' tcf.V ' 2 :I2 . "'vur, hundred fi ty bona fidef 

MI:AbW I !J' U..1 11 10 ,.:Cwh in [ i t.i :.t c'Ik i:; t "hemi xi mu;x jo 1 illl Lought 

the fii:;t year of. organi-:ati-onal activity, and another 250 subscribed in t.e 

ecrod year, or a total of 1,000 paid in mernlurs by the end of the second year. 

Total Organi;:ational Cost $145,U00
 

(New Xemb-LshWp Euity) $ loCOO
 

torl- : CLCc.Fi CA does not now have a member-grower supply base with which 

to vork to obtain a re]iable 7uppi y of tc'n-',erate produce in rex;p)onse to 

favorable r, demand. effect, C[ECOM!R-A rinagement is going onto thelakc t In 

-
i Lket 1l lI t ilg pur chIa , ! of ,cdn ill (11 re'ct c,)ripet it Ion with 

tr uc.r -. Uy,, an others. The original pro ,'t concept was to I ,vid, the 

mn :,:,.it '.1 Ia loyall, t(A,:p Iu) with whic: to worti, for 

iri.it-ov&d V',12t l02/n~rkt luj fJ,'xit, t, IViency a nd produrcIr prf its. 

Some ray amr gul that e,r,, hip cquity iutl,,L:L Iptiorlv of Q 0.00 each will not 
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Itself this may be correct; the objectivecreate much loyalty. In and by 

here, however, in to gather commitment to an o:gani-zitlon, to a progrm and Its 

obJectiv-es. The joinin~j with othe; 1y ne l,,..h l :juity s,;t:-.cription, though 

a modest financiil ccmmiitment, 'in jurAit othr joint eflocts; for the benefit 

of all. Such i sq ::rV;22 i.srYetfull .Li ,liy con(Ir 'tintj, unifo ;mplanting 

and harvcr;ting p.rogramf s, varietal and qtality standard control, etc., can only 

be Initiated by cooperativt rketing managomnt i.t it ha .i a known membership 

bane with which to work. The projPct wi1. fail ifI this i..mbership-owner base 

is not established as soon as .<s.ibie. 

2. Contract S -rf.li:.. l'ohnical Inisistypo to train a ni:1y-hired 

C .. :PcA c '2. : n.. r-ir.procp r dorePzti(.-, Leg ion 1r export and other export 

(i.e., U. N.a: EtoL ) sales Ietxatinn ,':hni,i.s and vales contracting 

proc.dures.
 

Estimated Cost, First Year $125,000 

Estimated Cost, Second Year 0lOpO 

~o t a I ~225_22o 

Ptt KA: hi Isn the most important side of a .,ycensfu ly operated business 

entity of any type. Without profitable market y -traition with a superior 

proiu2t - or ono- concefved a,; superfor becausqe of viable quantity and quality 

deliveiriv In a Aely manner - in effct. cord idorce in the sale:; pet soniwl 

and their beLa'ior as representativeS of the sellers, no cooperative, least of 
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all a new one like CECOEE*.CA in Guatemala, will r!Icceed. The original project 

.paper wai very specific about this Impoitant aspect of CEC MICA's managemnent 

needs. 

"The cent-al arketing facility will be the Ascociation's 

(cooperative's) hteadqcua rters and its vehicle for
 

etl,ta, h~,-I.;h a pesence an and:, oar ket as effective reliable 

large voliu: who ,'.: s.r t,f temii)c ate cl im.-tu fruit', and 

vCg t' , '... cUx fUr >n,:r-i Wr i:Lst(it) 1 a I.a:,I "ho be 

thoro:g!Ay K dgca W ', and .xpcri,.nccd iii tL.- field of 

who] crc ,,mar i :ultural rlrketi ng Ideal y, the rmanager 

should Le £o:onu with established connections in Guatemala 

Ci ty's wl rkar Two nes' . . Iule e t. sale raagerr. the 

individua-l: selected.. .as with the general ;ianagur, should 

have established market connoctien. ."/ 

Unfortunately this i m por tant guidarce has not been followed by 

CLC(?,TJA Psard of Directors, nor nsi;tLud on in organizational considerations 

by USAIL, project rnnitors. It cannot be ignored any lonser. The tech;ical 

C5;.f5,t,'A c' cul~tract fu il; 1w. tv:;ed to hi, a C . .fltii, fi iz with I, L. ,.r-, 

ffd..._ or Ip C- I L:C t.c tir, ,1,bi I ;ty in the Uni ted ;t it t, and i n 1, ti, tr.vrica 

(such a!; Central Ar.: ica 1'rod ce, Inc. , 6-1,':; pack i nq Co. , Inc. , Il uu Anchor, 

Inc., or Iiid A:i le, P OJUCt, Inc. - a ;,ubsldiaIy of C.;t le & Cooke). 

2/ U. AIDi/, ,A,uL;.l1 j10 ct t'aper number 520-023 8, Juiy 21u, 1977, 
pp. 32-33. 

http:CECOEE*.CA
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The general scope of work will be to: 1) Help train the nuw 

CECOMEr:CA nales maanager In Improved produce majko,ting saIes techniques for 

-institutional produce i..arket penetration; 2) Sales contracting in export 

markets (in Central American and Carib[dian countrles, in North America and 

Europe); 3) improving gr.adiing , packaging and toring to I.eet international 

standards and to capture higher-priced mrkets; 4) Improving location and use 

of market demaged and pr ice Inform t;ion and sales communications procedures 

with pot ential 5) .nd develop -e0'llar contacts selectedyors; "n]t with 

buyers and irt'.prters n i jyr i ite w.arkets ; 6) Otier sales techniques 

appropr i atee CLQQ. : iCA' o, at. i on.to c; 

The !,,oard of Directors of CECOMERCA must hire the t-yp,: of qualified 

individual from witl, iii Guatcmaia described in the rationale above as Sales 

Ianrqer for the Cooperative at the earliest possible time. Ideally this 

individ,:a1, an weil as the General Manager, the OperaticL ru Xanger, and all 

other top manage:ent executives of the coop,,rt ive , should be paid a 

.
Itn',..- by, as a bonus at the 

end of t, i-cal car, , f t .l i , (nt . iSIS) th,,y have helped the 

owner - :.l',.,r s ear n from t heir wnlhnt1.CLit or operatiorl:;. )tal pay, based on 

an I cntlvo synte.n which rewards producti'ity, :; fi. nuperior to a straight 

paynent under these circumstances. 

It ii; n~ot anit ilW1. d 1.iLhat the p:incipl ut i ter of the exp.rt pLoduce 

c 1es consult inj itm wil L take ij) re.idcnc, in CuaUmnli,. Mitheu', he will 

organize and luloe his tch:iirai r :;sini;tance utilizing periodic Ghort-trm 



ae aaero eea	 In 
ist to Gutmaa wil trave wit th 

of :his: resident counr techncian....i~day-to-day-. ,contact .at CECOMERCA 

'sales: experience, full know his fir'm's " 
i::ndividual shal]l have proven prod]uce 

techniques and procedures, be a.Spanihsekn technianndhvte full 

totechaconfidence" of teparent expert-consultatilng i:f irm in hi ability 

a counterpart, the techniques and procedures to; CECO14ERCA management ::The ;i:ii 

consulting firm will also bring in specializedl talent to train CECOMERCA 

personnel in specific subjects as needs arise.
 

3. 	 Make available to the 750 newly subscribed • member-growers the full 

nd i BANDESA who have~s qing800,000 of production credit nresently rese~ve
 

of their •fruit and
full-L.pzlysacscontracts. with CECO!,'.RCA to deliver all 


vegetable production for the current productioin year.
 

will be sufficient to fund anRa~tionale: This amount of production credit 


year, hectarea'.
additional two vcegetable cycles in the first each of 375 In
 

the 750 will able to borrow production
effect grower-members be sufficient 


credit to cover costs of procuring all inputs for the first crop (say a cole
 

crop), harvest and sell it to CECOiERCA, repay the loan and/or reuse the
 

production credit for a seiond crop (say a tuber). The creditwill tel ot
 

over" after sale of the second crop, and repayments of the loans, to be
 

available for the nvxt crop cycle7
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If this recruitment of rnembern Is rucctws,,ful, and if they c'pply their 

total revenue will increasefull production to the Cooperative, (OM:J2A' 

year by betv,:'en $l,800,CD and Z2,400,000, dependingafter the first full on 

prices, etc.the mix of co:::.di ties grown and :;old duringj the cycle,;, market 

ard 0:-rat n:u :n::1v!i s4. CECO-.!:FA - Fi:A.cia] 

in establi,;hi ng anFunda!,renta I to the progress of CI:COMLERCA 

econo:nic .lly viiLle r,arketing organization ;s the rational utilization of 

be keenly
project 1.esoutecs in the day-to-d-ay opt,rations. ag.ert mu.t 

aware of a.)rupt or subtle changes in the market place i:,order to be able to 

dUC(iS I('12 whih Wil L(2 of be£efit to C .......kU C> t sinot al g 

ill admir ir : ti'n and i C.v1,g cieratiig r esultLz should greatly
Flexibility 

, .o. ,C': ofL .oncernsL I3cz -irectors7 and MInrie 1ent /A-i analysis in 

and Joi ,Iti n'; act ivi t it2 ()t CL... 1. for CY--81I aI ItlLui:.7 ry for.i of e t i:, 

and the fir-,t" i ;e mcnth; of operatton cding X~y 31, 1932 is presented 

bcluw. This anlysis CoL Id have been 1more comprehensivo had an objective 

audit report of C,D i ,C-.s financial and operating status, for any period, 

been availlible. 

a. B1alance Shoot 

1)Ca:-h and in lanks 

http:co:::.di
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nt, cashIn the Cirront t , , iLre' on hands and der osits in 

banks appear excessive for the cu rat ij.V tivities,. The ca.h balance should 

include the ass::t. 1c t i fii O in the fwl, :. ;hiet as Investment.s; that is 

actually a :; av S a<. unt i' BACAI/T '.arninrg ?{ . intert:;t. At th, end of 

CY-1981 total cn.Ih ai] t.Lnk detijWt amouat(,: to 1:453,939 and the balance 

chbet of Hay 31, 192 show's $410,314 in this cutret asset account. 

Obsnrv i,: 

Assuming th.ot a cash balance is maintaincd equal to the 

current liabilities, c:::;h re'uir,,ent.s for the 5 z:onths ended 14ay 31, 1982 

would aipjycr to average s;ome $60,000, freeing $372,000 for alt,-rnative 

investments in produce mark:eting. 

ivib]2) Accour In-Pw _. 

The acc,,unt.s receivable pose a More serious problem to 

CECOMERCA ia their coZ[:Csition, collection and amounts relative to sales. 

Accounts have J-'fcr cased as folows: 

.r.ce 1 .Amnuot Aof _ or Sile_; 

12 ronths ended 12/31/81 $100,073 191 

5 months ended 05/31/81 209,537 37% 

5 7',;,tiC:; rVl,'i /31/12 289,90 11 )04% 



__ 
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An ageing of the customer accounts as of 12/31/81 shows the 

quali ty of the accounts as follows:
 

tccount Amount Qv.r I Z. days %of Sales 

local clients $ 1-,372 $ 13,636 89%
 

Pbporters 76,691 56,488 74%
 

Produce[ Advances -J 4 5 3_7'.8% 

7-3J1 65%
 

If the exporter deposits held by CECOMERCA to guarantee
 

payment of out-of-country c.]ients amountincj to $14,530 were applied to the 

exportcr zeceivables, the Ipercentage ovier 120 dXys wC)LIld still be more than 

50%. 

Obse r vat (Th 

The deterioraton of the accounts receivable should be one of 

the principil concern.; of the 01one.r at ,inger t; nce it redu-e:; one of the most 

ir. porta:,t :;uoir, worki-I in Additionally, it reflcct.;nf IIIajit.CEIT,,IT.CA. 

the of Cfh liJI(negatv(v,_ly' n qual ity L.1,,. ,: v;,l t 111d htjhliJht,'-

def ici(.nc , :;. CL." >C Is t devel,1p an Intel II i, nt Eredlt p licy and 

collvctiion proc'dure that don :1 not allow a buildup of badI,2count!; 

http:CEIT,,IT.CA
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b. a0Perat ng Statrment s 

A suumary of the results of operating activities for thl, first 

full year 1981 is shown in exhibit A comparison of the first 5 months of 

operation:, ending 05/31/82 with the same period of CY 1981 is also shown. To 

measure inure accurately the relative ch.inge.' for the different periods, costs 

and results are expressed as a percent of sale;. Additionally, since a yearly 

budget is piepared in great detail on a monthly b:isis, the first 5 months of 

1982 are shown with the actual. 5 months of operation. 

1) Sales
 

An analysis of SALES for the first 5 months of CY 1981 ending 

flay 31, and for the sari;e porioJ in 1.982, indicate.; that 95% of total sales for 

both were co prir~ed of 3 products, potatoe:;, calbbage, and garlic. The 

g:c.;!; r I de each :;contribution to .,-r ,, d by i Lc':LK.:,)cita lc) :Ac','n below. 

1981 5 o I Iont hs- 192 

SaIes _ Gross_ Macgin MCro;_..r an 

Potatoes 237,692 4,310 62,606 $ 6,895 

Cabbage 247,421 30,927 64,843 16,119 

CG11lic 0 2 22112 13S 1 6h7 6 

545,439 28,879 265,016 $59,849 

All Other 112 2 1 ___30. 11 2,3B7 

wtell 5011,130 29, 110 279,420 162t236 
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- While the gross margin In the first 5 months of CY 1982 Improved to 

22% of sales versus 5% for CY 1981, the volume of sales was a very 

oor 36% of budgeted sales and only 49% of sales for the same perio-I 

Jn 1981. (See E l:hibi t 3). 

Exhibit 4 shows the gross; margin contributions by unit of the sales of 

potatoes, cabbage and gaLrlic for the same 5 month pericds 1981-82. 

While cabbage seemingly did rnot improve it:; gross margin contribution 

($30,927 vs. $16,119), or on a per unit basis (:0.48 vs. $0.39), the 

cost of sales dropped significantly from 87 1/2% in 1981 to 75% in 

1982. 

The increase in gross margins in the first 5 months of CY 

1982, if maintainel], i,:vdicaItes; that management is maikiwn progress in acquiring 

the necessary skills to conduct a viable comiraercial operation. 

2) costs 

Control of operating and adminiistrative costs still indicate 

that manahu crt has an alo; total disregird of the effect of costs on 

oprations. This Is quite evidcnt from a study of the monthly operating 

ntate'erit o[;:,It thflt pro: idvs four pages of statisticA information on buying 

and reillw s.ta ftl; an, no detail of the o[peratinrg co';t.u and expenses. The 

Lnttteriu;t be brotlght under control as ioori as po.-,sible. 
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Xn Exhibit 3, C1 1981 resulted In a loss of $198,132. The 

gross margin from sales was $9,908 or 1% of sales. Total operating and 

administrative costs amounted to $229,352 or 23% of sales. Certainly the 

Bales strategy was a failure. If tile gross imargin generated from sales in the 

first 5 uonths of CY 1982 (22%) and the operating aind administrative co;ts of 

CY 1981 had pr:evailed, 1982 could have reached. breakeven point: Further by 

adding CECOYM2r1CA's other income, a small profit could have been realized 

(983,287 x 22Z = 216,323 " 21,312 - 229,352 $8,283). 

The gros:s mdrgin from operations for the first 5 months of CY 

1982 was an encouraging 22%. As noted sales volume was less than half 

compared to the same per.iod in 1981. The drop in sales volume is directly 

attributed to loss the mrke In 1981.the -f. 1-a C June, Sales 

plummeted from conthly average of $11 ,,0 for t fji rst 6 ncnths of CY 1981 

to $48,000 in the last half of Lhit yrar, ill effect a drop of 5O% in sales 

volume. SJ les volume for the fiI st 5 months of CY 1982 averaged $55,884 per 

month. 

However, with the satisfactory gro;', margin posted and a 

budget of 22!% for all uorating co';t ; anl admini!,t rtive .;,ie , a1-xp,bteakeven 

should have been the re;ult. (Sale; $2,794.20 x fl. dgetd expeoersu of 22% -: 

$61,472). Ac-tual zosLi for the 5 mnonths wete $186,740 to $1.25,268 over budget 

(204%).
 

http:2,794.20
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Phservat io: 

It has been made clear to the general manager that costs must 

be cut drastically and :ubsequcnt:ly control1i'd. Management further agrees 

that the monthly statenerit of operating results in its present form does not 

provide the pertinent financia] and operating information for timely and 

-rational mranagerial decisions. 

CECOIIERCA has developed monthly budgets for the following cost 

centers:
 

1. Administration co5ts 

2. Procurement c-Osts 

3. Sell ing expen:e 

4. 1,nanclal cots 

5. Cash Flow 

6. Product Procur ement 

7. Sales
 

The budget, in general, appears adequate in form and content. 

1lowoever, a procedure i.; la'king for routine cuspariz: with actual operating 

figureai and perlcklic revl:;'n: when neces:;::ry. 
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Nag P-rva tJon 

management 

planned to 

ai1 d to 

CECOMERCA's budgets should provide the board of directors and 

a powerful tool to mcasure performance and to control costs. It is 

correct the b.,djcet once opeiating costz are brought under control 

utilize them to comipare with actual operating results. 
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SY.-MApY CF Qpy'.vr 'co - CY ql121 5M:T S OF 1982 TO 05/31/82 
. : C':' ?f.:lZU' :,..A PEPC£?E7 tO5 .SALES 

'2 " .' . 
. ... 'y 

CY 19RI  3 n 
end!-, 05/ii/p 

$ %$ s 
A C 2.. . "C 

S 
7 L A n 

SA/L 983,287 100 769,692 100 279,420 iCo 568,231) ico 

'F SALE:; 973,379 77 5519 99 217,!2 78 539. c51 

2,Z A908 1 _10,163 1 62,23.r 22 29,180 

C STS --- 49,557 6 36,243 13 -

,c3 £::; 19,787 2 45,712 6 42,424 15 5,348 1 

7 20,143 2 12,407 2 14,691 5 5,616 1 

-. C-' .__,Tl, COSTS 39,930 4 309,076 14 93,358 33 10.964 2 

z:.:Z.-LA;:: s:pA:IS IvE 165,130 17 46,351 5 81,493 29 69,C46 12 

- : -*24,2n2 2 13, O 2 11, 3 4 7,4 

TOT'-- ::;k:'TIO Zxp 'SE IS9,422 19 59,131 8 93,352 33 76,930 13 

.220,352 23 167,207 22 186,740 66 87,894 _5 

2 --- 20,635 --- 6,652 1 

K2:1Z :-,-.: $(197 ]32) (20)% $157,444) • 21%) S(!03,F57) (37 ( 52,C52) 9 
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CON.R!-:. SS 

CFC 

PGSS:AP: 

..PCA 

CF PPINCIPAL CROPS SALES 

FTRThF. : T . .":[- CF VY! ? & 9 

Sales 'roduct _ _ _ _ __ 

. t 

_ _C? 

..-.e [; it 

?z: 

-: 

the 5 -c-.nths ended C5/31/82 

tL.e 5 cths ended C5/31/81 

S E2,. S 6,E79 

24C 

$ 9.10 

1__-._-_:2.41 

S 53,711 

24,2C1.5 

G_rl__ 

All O--her Sales 

Total A.l Sales 

1982 

98i 

1 S, 

1931 

1932 

1981 

1982 

1981 

-,4 

24_. 

3,L4 

22,7 

S27.422 

556Z,220 

41, 9 

:,534 

-,47.3 

--

...... 

....---

1.57 

3.81 

1.24,,C34 

---_1 

43,724 

216,494 

,34.53 

1, 

n__ 

522,84 

$39.050 

Ex.ibit 4 

SALFS GCSS MkS:N 
Per ." -n tV t U i 

S 9 .C S 6,895 3 1.CO 

(4,34C) rO.23) 

1.19 16,119 0.39 

7.35 3-927 2.43 

36,835 12.55 

22.25 2,292 .19 

---.. 2,387 

--- $62,235 -

--- $29,180 -
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5. PROJFCT r:pI ;IWPP( YvM i u,-:I'C '!bCA 

The rcrSchcdul i Iij and modification of Aill) Loan 520-T-030 proposed 

by CIX0:.',l'CA Ond .:ppioVC'd 1,y Al In ad tihe GO-) ha& two basic pur jises. To 

f I forl; wo i capi t1I and t.chnicI-provd ' 0. .L. 1 -A c! It i,_, Il 

ass i taii nce -nd tO ".od if y the phys i aa 1 f Lic i1. it i ind r, ,.;chrdule Lh! i r time of 

ConrtruC LiO:I or kin c,:;,ital and trchnic,,] a:;w;iitaiici wil be rrad_ available 

ZIs follow:: 

Source: 

1st. Phase Capito-l Costs:
 

R,2171:i9eLaticn $ 40,000
 

1quI pen t 457, s10
 

Iuilding D2901 (2l!
 

TOTAL, $306,870 

2nd. 'L:ise Capital Costs: 200LOl:
 

TIOTAL FUNDS P'ROWDIMD 0O6V0I
 

Use : 

Cost of Organization $356,070 

Technical A:;stance0000
 

TOTAL IUTILEArlON $506,070
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The COG will asru:,e the repayment respronsibility to AID for the 

$506,870 in loan Fumnls and, In turn, will provide the f:um to CF.COMEPCA on a 

basis. Exhibit 5 show the status off' AID and GOG project funding andgrant 

disbursement as of June 17, 1982 and prior to the reprogramming plan.
 

a. rl jectd Stat,:"nt of Or,, tinn fr'r 1 ;wR?t]1nd 3 

In the reprogramming of project activities the estimated
 

results of operation:; for CY 1902 and 1983 show net operiting ]or.zes for both 

years, Exhii t 6. Since custs; have not ber analyzed and a d,.termination miade 

of their '.w riabl] and fix, d natUM z an arbitrry division has been made to 

eNtt- a break-yvpoi point. An atteenj to arriv' at a hreakevn point for 

1982 was not po:;in.,_ :;inte CL:: owted total variablv cost; were greater than 

a les for that year. For 1t83, esltmnte, breac'ven saleE volume is $6.4 

ril lion dollars or 2 1/3 times the projvct' 1983 sales figure. Following the 

projcct ed growth trend 1982/83, the breakeven point would be reached sometime 

in 1985. 

Rrpr9r,-minq of Proji ct l'nd i nq 

1) 1)9P?-Ilr3 Proicrt rd Toseps; frE2 OLratienn 

In CECOM:ECA 1n rprogramming plan the total funds made 

available from AID loa.n 520-T-030 were to be utillzed au followo: 
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Organization costs 1356,870
 

Technical Assictance .10t000 

TYTAL 506,S70 

Actually, the orgonizatiom cost portion of the funding, 

$356,870 will be utilize! to cover the estimated operational losses for CY 

1992 (5200,220) and CY 19S3 ($156,650). 

On the basis of the first 5 month:; of operations in CY 1982 

Pnd the rising trend in oprat inrn:,l and admini str, tivc costs, losses could be 

greater than projected for 1932 and 1983. If a surgical cut in costs is not 

undertLnun immediately, cnqplcd v, th an eflective cost control discipline, the 

could be greater by seone 15% or $140,000. Thislosses for both years 

aditiu'" loss is entiraatd considering the imrpr..ehnt in the gross margin 

gencratc'd in the first 5 i, sths of operations in 1982 (22% versus 14% gross 

r3lgin [.:ojected for 3982 a'd 1983). 

b. Re ro(gr,r ,', f phv, icil fa.rilities ronst ru:tion 

An intlicat ,cl in Exhibit 7, CEC0,'11WiCA plans for construction 

and acquisi tion of n;upy<crting equil :ent in 1902-983 will recuire fund. in 

be n t that. th, vol un:, and valt,, o. theexcess of 3900 ,00]. Yet it should 

nPoe than uoule themarketing actlvity in the first 5 mnihth: of CY 1981 wr,, 



- 26 -


It conceivablevs. 3279,420). appears
comparable period in 1982 (3568,231 

could be held In check 
that the building of additional facilties as scheduled 

the run.without affectlng marketi ng' activity in short 

it is cog.ge;ted that the balance of CY 1982 u;erve as a 

to concentrate on the follo;ing
retre-'h,ent period permltting CECIR&A 

courues of action: 

1) Have a professional audi ting firm perform an audit of the 

books for the 18 month period ending Jun1e 1.982. Cot $5,000. 

performing the2) Lationalize its cost structure for 

by reducing operatinij and adiniristrative expenses in line
narketing activity 

and budgeted figure-s.with historical costs (CY 1981) 

it has become proficient in3) Specialize n crops that 

or wore (garlic,
:,arketing and t.hit are contributing a gross margin of 20% 

cabbge, C"0l ifluwr , and cAon2). 

of paying for the garlic processing4) Oi, olve the problem 

line in ratzicia. 'Thrcugh! a gross ininunderstanhi ng or ignorance of AID's 

equ i t.nent procurc. -fnt pr( cedurc CECOM!.CA allow,-d a Puerto P1can expurter ()f 

garlic (Jirenez) to order and purchase garlic pro :.c.;-I ! eqa iemnt LLCi 

Spain. The machinUtQ ha: been I n CECOT'_A':; u.ndoiy and u:,r for months 

MA.iM.A.withoot much hn:pe of e inbursee;vnt fro:m AlD or t m (oXn 
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It R; recommerided that thI, GOG or the parent Federat-ion be 

requested by AID a. part of the reprcgrraii:igj, to provide fulld5 to allow 

CCOME''CA to obtain owneti.;ti ip of the eqU ,imentaid end the irpa:s : Cost: 

.17,000. 
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Exhibit 6 

CECOM F.(A 

p~ro.Jvcterd , aft',f, n' ( r,i - on 

CY Y 'r, I , I , 

8982 T'OTA 1]903
Descr Ipt ion 


1,582.3 300 2,715.1 100 4,297.4 100Sale; 
CoLt of Sales ]t361. -, ? I -, 3,7fl 59 

(R0IS lltAXlGIll 220.4 14 371.1 14 591.5 14 

Cos;t of G1.,:,rati,_s: 

I,oU11C:.nt 127.2 8 143.1 6 270.3 6 

,;ai, J.09.7 7 115.3 4 225.0 5 

l),pr.c:tiCf 29.8 3. B 3 111.6 3 

608.9 14
TOTAL 266.7 17 34 .2 13 


d=,ini:;:,t i n .I:rc,nseS 

iZ..,n 112.. 3 7 318.0 4 2?0.3 5, 


rtc .:;t : . , s4l.6 3 10 .2 3 

I0Ti%1I 153.9 10 185.0 7 339.i 

wj'OTAI, All ,.:;t. and Expenses 420.6 ?7 r, 7. t 20 q48.4 2. 

NeL M:rgin (I ';) (S200.2) (13) $ 1_ .i) (6) ($356.9) ( 8) 

ALES
-S 


,
-'i:W,
Vari. , ,
 

Co!t of ;-,CwJ sold 2,343,962
 

S 1l ing ixi;,,n ,'e; 115,298 

'roc~ru2r(.: t_ C'. ,,;t-:; 143,083 
n:' '-...,11.8,051t i~nAd::':{pi , i:.. r 


Fl nar ni ,: EE ;e 67,591.i , i 
I)X2I)t'i i ct i,)n _______ fl _77j 

ToL,-, V r 1i,1,le C,' t 2.,I02 3.11 

Total 1'i.:('d Co.t) 26 1,417 

2,715,110Totll ....lc 

11/E (Cow' U, ,9 (t 

U/Bi/L 7 - 2(.L9LA12 .IL_ 141 ( '1 
"2,41 


1 _ -- " 1- ?K!:U}.J. .042 
S;AlIX!; 2,71 5,110
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Exhibit 7
 

C. Cons, t ir-tion of P ihy'-1cil ',r'I1It I 

The reprogrammirlg of building Aci!ities as, projected by CECOMEMCA 

follows: (In ].utujn12 of !-)Ili rs) 

I),,;(.ri")1, 19n2 1.98 3 ]fl4 ,and P ylo d 

Iuehueten'rw jo - i rv .t~tion 100.0 ---

QJItz, t ; Iirii' ,, Ion-- 25L).0 - -

Cuateala - Officcr Iw,,I ,t:iofl/o 20.0 100.0 330.0 

P'atzicla - I:frijercdtior,/I'ic;ingliwe 80.0 --- -

Eq u i pe n t 110.10 75.0 ---

Veb icles 30.0 50.0 -

Offices --- 25.0 25.0 

C ';flmtiCMion8ystem --- 30.0 --

"ui(J!) 111,1 r!1p.LVision- 63.0 39.0 

Otlr - - 274.0 

TOTAL 340.0 543 .0 668.0 
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6. Short Torn 	 l and1 W;nrk ']'riingt:-,nin,2 


A total of '60,000 should be re,;crved for use in 1982 and 1983 to 

provide total funJing fror up to 10 per.;on-Lonth~; of short-term observational 

CI:'-M.''!.,A 5; fundS 	 totralning fur 'r:,r ,mJ. Th(':;0 Wi I I he u';ed defray the cost 

of sending selec.tc adIminifstatlv, or technical jlersonnel of the cooperative 

on location to stLudy and rucrive informal train ing in very subject-specific 

activities which wi l hel) them improve the operational efficienhcy of 

CjCOu.::;ICA up). the ir ieturn. ''he funds will be used to defray the costs of 

in* ernational travel, lod(inlj dnd subsi.Stcfle, Iocal tranp:,ortation, study 

waterials supplies, etc. 

Although the funds being reprcgrammed above include significant 

i&mounts to prr viIe technical assistznce on a substaining basi:; for 

admirij 5tratics ,n ticcd ni.:a I i ople i n CEC'O.'I:EC'A , there wi"2. be 	set i zed 

rsonne 1t.r1a Iw ne,s t t cin; ot be proi dd for the CeECO s,eC in 

IIa. '0,rc Cf0" ,:, IIU I VC(I perinit typeCuaItc' fo (dI 1 (.'oI Which this of 

obse I v.'a t i1.11 Lra in ing to be CO1(LI Cte! for the cooper at ive personne I oi 

locaotin outs ide of G;uateMIla. 

E:ach obse,,itional training program must be closely tailored to the 

that per.son more effective inneeds of the Individnal recipIent so an to make 

his work at CI:(.'>-U:I CA Liu):, return. Some e xample, of the tyIpes of 

http:selec.tc
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observational training trips, by way of 
illustration only, that 
this funding
 

could prcovide are presented below.
 

They are not necesosarily the ones to be selected, nor are they 

corplete as to content. 

a. How Cooperative Managers Use Financial Documents as planning and 

Control Instru;:;cnts. 

1) The Genera] Manager travels abroad viorkto with successful 
produce marketing ccoperative managers in two different organizations for two 
weeks each. 
 fie studie.-, each coopVrative 'B; par ticular set of financial
 
statements (profit and loss, ilnventcry and inventory control, 2iles and 
revenue 
jour n15 , C:Ost coutro] jouLI :];, halmce shr'ets, etc.) and observes 
how ranagers use them for p.i "n buiir .,; activities, and for other business 

decision i.Laking purposes. 

b. Packing Vegctabjcs to meet USDA Grade Standards. 

1) The pcking house operation:3 manager spends one inweek each 
of two packing rheds in the U. S. where he In taught by UISDAa grade inspector 
the banic ctanda rd,; and ob'eL ,es fresh produce bheing -,-icked and repacked to 

acccptab;. riarkt rader;. 
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c. Improving Produce Handling to leduce Breakage, Bruising and Damage.
 

1) The Transportation Foreman is sent to Costa Rica to observe 

the use of new types and sizes of cirdb ard -hipping containers used by fruit 

and vegetable cooperatives. lie spends one week studying their packing and 

handling techniqCues ald how they have significantly reduced losses due to 

damaged nerchancise in the past two yezr-s. 

7. FENACO.2t V!ECCAz ,":'.V;C'?CA P"1 atnn~hjp 

The two cocir:tiv- foderationiv have, early in the organization of 

CECOMERCA, provided $19,00L, (.-45,000 cach' of equity capital for the marketing 

They arc pledg-d Lo provide a t.ot 1 , of $150,000. Thus eachentity. 


ccu ity c:jpital to CFCO"EPICA. Thefeder.tion: is still to provide *3C,000 of 

General Mnaiez of CLC'CMU2I'A has requcst, d these; additiona.l funds through 

IIro J d],d it a . ofcf re c. , thu- iCL CCECCM:,1CA' Pard D hut I :t.IO LIve not 

Irs i ndi, it that thei.r presentthin date. The f1,,e :'at cns 1;ancq hive d 

V diw funjds the cocpc:rativefinancial cod tiois preclude p[{r( thL, to at this 

time. 

The consultants feel that USAID/Guatemala should make a strong 

to have the fedoiations provide this final equity capital subscriptioneffort 


to CECOC1ERCA as ,soon aLS po.-AI ble for two rca;of9.
 

http:FENACO.2t
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a. CECOMERCA badly needs the funding to provide It with working 

capital to asslt It mee t itG o;urationa] needs in a timely manner. 

b. It wil1 serve ;..one Iniicator of the serlousn(u;s with which 

the Individual LC'dczat ions are willing to suj[pKtt CV:'CO,'-1EICA at this crucial 

financial cross road in its hintory.
 

tonalet i 


The ea:lier discussions of specific CECOMERCA financial and 

operational proble:,v are self-explna tory and do not need further 

amplification nere. There is, how,-vei , a -crious concern on the part of the 

cons;ultants that the fuderations and their local ccoi .ratives have not united 

behind the marketing organi z::.t ion to help it t ow and accomplish its 

Cbject ivc5. The original itnt of the proje ct was to have the local 

prc0uci 0I:,dt,couperativu's of cad W,ir.tion who had moerr r the t(. fLuits 

and vegetoL :';to In L.1 0ktd 1 y C,.K M PA'A '1' a[nd fai'ilit-ItC thU!;e 1rer L.C:;S 

to join it ,nd to p'y Q10 fur an on rn:hi, :,hire ,.,oi. Evidunre tHot this has 

not hapi nned is the meahership :ubucri ed !uity Lalance of Q175.00. The 

or ic inal piroject inii't[ antici pated that Q50,000 wuuLId b: p~id in by the 

pre'sent date (from 5,000 m..mbhcrs ), and another Q50,000 by th eAd of phase 2, 

or a total of 10,000 me:mber-ower-users. 
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USAID/G needs to seriously examine why this support for CECOMERCA has 

not come from the tvo federations and their local cooperatives. The original 

intent and ubjectivu wir; correct in that the piocict plan anticipated the use 

L:.eLurs u1,;cr :hai newof m hi, suis ,d ty ,as a iwen uf recruitinrv far ,.r 

membrs fur both CLEAWTiA a:nd the local. co.per, Lives affiliat,-d with either 

FLNACOAC or FIAIA.. 

'Memberfs will be eligible to receive patronage dividends 

paid fr= the profits of the Association (CECOMERCA) based 

on the value of produce sold to the Association. 

'o.-:u.brn, i"e farver:: who are not cur :ntly meh..bers of 

pirt ui.ci|.[ ti;g n>o !: ,tiv ', il be frwWe to s-.] to the 

14;5ocik.tion on the same basis as mumbers except that a 

rcervice cLarge (anticipated at 1 of sale; price) will be 

lev i" cc]2 cu non- rumber s will not be (]igihle to purchase 

c;hares, they will not teceive patronage dividends. The 

differentiation between members and non-,,.-mbers ,;hou Id 

Ul. ,.at,, gro:th in cooperative member ip... at the Lame 
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time, the system perm it, participation by non-me:nbern 

thereby expandi ng the number of target group farmers who 

could benefit from the project ao. well as ensuring higher 

volumes. "./ 

It It a my5tery why the federations and their local cooperatives have 

not joined forces to vjgot. ,usly pcoimotu CECC;:P1CA r..rehil) anu activity for 

the benefit of all. it could he a fear by local cocqirtives, affiliated with 

one fderation or the othe'r that there will be a UHifL in membersnhip because 

of CI:CO.iRI:RCA affiliation and ri owth in a. given production zone. There are 

other o:': ible explahiaticins 'U;AID/G nunst determin:! why th is has happc-ed and 

find a v to crrect it. CLCOLAA's ord tiIon:il in tejrity, growzth and 

flnar,:. IWcltfl are all sfcring. Lczai e of the present i::;";e 

Finally, if in USAID/G's opinion the two tederationa and their local 

coopeiatives will not participate in a vigorous CiC.MERCA organizational and 

developmert effort, or if one withhold:. sujpott, the ownershi p ]ir ectorship 

ar rangr:er t n will have to be altered foEr the bnefit of ClCO-hI CA':s long run 

fInac iIl 11a].th and suc en;a. 

1/ Cuatemala ,Small F'ar ,er Marketing Project Paper 520-0238 dated July 21,
 

1977, pa'j'. 36. 


