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PROJECT REGPROGRAMMING CONSIDERATIONS
GUATEMALA SMALL FARMER MARKETING PROJECT
520-030/0238
by
Roward L. Steecle

Herman G. Obregon 1/

A. MAJOR CONSTRAINTS AND PROBLFEM ARIAS:

The following factors are interrelated in explaining why the project -
especially tlie operations of CECOMERCA in Patzicia and Guatemala City - is not
cconomically viable at this point in time. No one single factor can be cited
as more important than another in inhibiting project prodgress, as envisioned

in the oriqginal pProject pPaper time frame. Toucther they have brought the

project to the brink of disaster.

1. Ho sustaincd effort wis wade hy FRECOAR, FENACOAC, or their locally

affilicted covperatives, to cutively vecruit vegetable/froit growinag peirbers

dnto CRCOMENCA before facility construction was Initiated at patzicia.

- - o cm - —

L/ Consultants to the Office of Rural Development, USAID Missicn to
July 1982. br. Steele fs an employee of the Office of
reastdent

Cuatemala,
International Cooperation and Developnment, USDA, on
to USAID/Honauras, Mr. Cbregon 1o a consultant witlh

(AN

assignment
Agriculturl Cooperative Development Imternational, washington, D. C.



while the two federations subscribed the required 90,000 capital and supplied
affidavits from four local cooperative stating that 2,000 farmers had been
registered in the program, these were only done to satisfy legal

technicalities and to meet conditions precedent established by USAID prior to

dicbursement of funds.

The point is that active growers did not join CECUMERCA ncr subscribe
Q10 ecach as evidence of their interest in the marketing entity (membership
equity stands at Q175 as of this date; not QG0,000 as envisioned in the
original project paper).Neither the federations nor USAID/G insisted on this
nermbership recruitment progjran's completion before initiation of other prouject
activities, a tragic mistake. In cffect an organitzation war created without a
membership base to supply products to be narketed, and no producer members

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

business c¢nterprice.

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

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

of production credit available in the project at 6% interest, to stimulate
start-up of commodity prodution by member/owners of CECOMERCA, was never
dicbursed to farnmer mesbers. It nas not been utidized to this date. Thisc was

to be wuvsed as another powerful Incentive to stimulate interest and new
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appropriate areas. Composition of the team should have been changed by
'USAID/G carly in 1980 when the first Servicios Tecnicos del Caribe team leader
left the projcct (not to be rcplaccdvfor nearly onc year, in effect leaving
the CECOMERCA general manager without an advisor for this perlod), and it was
evident that CECCMERCA had no membership/producer supply base and no scales

thrust to its program. This leads to the fourth major constraint,

5., USAID/G did not cffectively monitor the vrofect, its activities

and problers during the crocia) 1970-51 ctart-ao neriod. One gets *the feeling

that once the conditicus preccdent were - 1lojally (technically) met, the T.A.
contract was awerded to Scrvicios Tecnicos del Caribe, and first funds were
being disburced, USATID/G assumed the pocture that its responsibility was over,
f.¢, that tnc project would grow and be successful without further AID
technical fnputs or reguiar monitoring.  Evidently serious project problenms,
as outlincd alove, were not brought to the attenticn of top USAID/G Mission
panagement in a timely manner.  USAID experience with similar projects in
gcope and financial size in Latin American indicate that they require
ponitoring and technical inputs of a qualified AID officer {at leat 25 percent

of his tire) in the {first several years.

In suncary, CECOMERCA had no interested grower/ovwner menbership base,
no active promotion and support from the federations and  thelr 1local

cooperatives, no qualitied sales personnel knowledgeable ol local markets and
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buyers in their management, incffective expatriate technical assistance

helping 1{ts management, and quecstionable project monitering by the

donor/loaner, USAID/G. 1It's a miracle that CECOMERCA is still operating today

at all, given these factors.

Purther cxacerbating the 5 factors mentioned above have been: 1). the
molitical and security instabililities In the western highlands, and 2).
political, ecconomic and security instability in Guatemala's traditional export
rmarkets for temperate fruits and vegetables in El Salvador, HNicaragua and
Costs Pica. The former's impact on CECOMERCA has obviously been negative,
especially from an organizational and "ficldmen contact with growers®™ point of
view. The latter has been overplayed, in our opinion, since the populations
of the three countries ar: still consuning large quantities of Guatewmalan

produced temperate fruits ond vegetables daily. Obviously they arc being

supplicd by Gutemalan growers and marketers on a reqular basis,

B. SUMMLRY, OF RECOMMSNDATICNG AND PPOPOSED CHANIES,

the consultants' recommendations are shown in summary tabular form in
Exhibits 1 and 2. It s recceunendea that USAID/Guatemala obtain the services
of expert technical aseistance based on the scepes of work provided, to
develop a viable CLQOUMERCA cooprrative menbership base in the production areas

moat loglcal for the organizations supply of produce. This Is programmed at
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8$145,000 for CY 1983, Exhibit 1, Item l.a. At the same time, expert technical

assictance in export and dorestic sales and marketing improvement ghould be

contracted for CECOMILCA by USAID/Guatemala. This is projected as a two-year

tagk costiny 3225,000, begianing iIn CY 1983, Item 1, b.

Short term observational and work training chould be provided selected
CECOMERCA personnel, as needs arisce, and as identified and planned by the
technical assistance coasultants. A total of 560,000 has been programmed for
this purposce in the recommendationc, Exhikit 1., Item 2. Since at present
levels of cales and costs, as projected through CY 1983, CECOMERCA will still
not have rcached a break o¢ven point in ity operations, the consultants have
recouncnded that sufficient ULS fnnds be made available to cover total losses

for CYB2 and C:23. This is designated as working capital in Exhibit 1., Itenm

‘3., and will require $356,8670.

1n cooperation with CECOMERCA management, the consultants developed a
reprogranted table of expenditures needed for new facilities and equipment,
Exhibit 2., 7This was shown to cost a tolal of 5777,000 to be financed from
loan funds preaently available, bot dictursed as needed In CY 1932 through Y
1984, 5.bL., Exhibit 1., Item 4. Thils reprecents o significant reduction frea
original plans, btut is in lince with the retrenchment explained carlicr in the
text nececssary untll operations, revenues and costs have Improved.

- t

In Exhibit 1, Item 5., funding {s recommended to complete independent

audits of CECOMLECA': [fnancial oporations yearly in CYs' 82, 63 and B84, at a

total entimated cont of 515,000,



The consultants strongly recommend that a concerted effort be made by
 USAID/Guatemala to have the two federatfons, FERACCAC and FECOAR, comrplete
thelr financial commitments to CECOMERCA by providing the remalning equity
capital of $60,000 originally proniscd, Item 6. TI{ che federations and their
locally wifiliated cooperatives join with the technical assistants proposed in
a concerted memberchip recruitment effort, 1,000 bona fide owner-members of
CECOMERCA will be actively participating in the coouperative and its business
by the end of CY 1984. This will providoe anothe:_S]0,000 of equity capital
for CECOMURCA. One aspect of the membership dovu];pmwnt cffort will be the
tinely release of 5600,000 in production credit, already programmed in the
project but as yet not released, to provide sewber-growers funds for financing

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

1f the federations and their locally affiliated cooperatives do not
enthusiactically support the timely development of strong nemberchip base for
CECOMEETA, USAID/Guaatemala will have to seck apother institutional basis for

the continuation of the project and the oryanization.
DICoproa Iy s RO npn (ANGES TN PROOECT  TMPLEMENTATIC AND

C. PLTAITED R R TR DA AL 2 AT A AL

s e A b A o e

FINANCTAL PIrANG NUEDED Nl

Desplte the coastraints and problems fdentified in A. above, CECOMERCA
{8 ostill operationaly some  dndication of the agility of [ts present

management., liowever, [t cannot coantinue for long as prosently operated.
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Sales volumes arce too low, cost of gales ip too high as are operational
Fixed administrative overhead at Its present level cannot be

costs.

justified, at the current volunme of husiness and nust also be reduced.

The following changes in project implementation and financing are
recoznended in an effoert to place the organltration and project in a wviable

operational and financial mode in the next thiee years.

1, Contract specialjcoed techniesl aocictance to ororole oraanizatlinong
of producer-or g, orenrs s bera cf (O ECAL 0 Seven hundred £ifry bona fide

penbers sebocribing 010 exch in capital stock Is the minimun goal sovght in
the first year of organizational activity, and another 250 subscribed in tue

gecond year, or a total of 1,000 paid in members by the end of the sccond year.

Total Organizational Cost $145,000

(New Memberchip Equity) $ 15,000

Rationale: CLCOOMERCA does not now have a menber-grower supply base with which
to work to obtain a reliable supply of temperate produce in response  to
favorable marhket demand,  In effect, CECOMERTA management {s going ontQ the
open market  collelting purchases of  preduce  in direct  competition with
trucher-huyers and others. The original project concept was to jrovide the
penagoaent with oo loyal, Interented wemberstap quoup with which to worsn for

frproved prodaction/marketing flesibtlity, etticiency and producer profits,

Some ray argus that membership cquity subocciptions of 010,00 each will not
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create much loyalty. In and by {tsclf this may be correct; the objective
here, however, io to gather commitment to an organization, to a progrﬁ and its
objectives. The joining with othern by membershty equity sebsceription, though
a modest financitl commtiment, can perait other joint efforts for the benefit
of all. Such marketing programs as full cupply contracting, unifori planting
and harvesting programs, verfetal and quality standard control, etc., can only
be fnitiated by cooperative marketing management if it has a known membership
base with which to work. 7The project will fail if this moembership-owner base
s not established as soon as possible.

2. Contract Sveciazliced Technicael Assiztaner to train _a nowly-hired
Py - — L et . »

N
. oo

CLCOMVECA _Salen Minnaer in proper domestic, regional export and other export

({.c., U. &. and Burope) nales penetretinn techniques and cales contracting

procedures.

Estimated Cost, First Year $125,000
Estimated Cost, Second Year $100,000
Total $225.000

Eatdonale: Whils 1s the most inportant side of a-anccessfully operated business
entity of any type. Without proufitable market - -tration with a superior
projuct - or on. concelved as superior because ot viable quantity and quality

dediveries {n a  imely manner - in effect confidence in the sales personanel

and thelr behavior as representatives of the sellers, no cooperative, least of
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all a new one like CECOMERCA fn Guatewala, will ruccced. 7The original project

paper was very specific cbout this {mportant aspect of CECOMERCA's managcment

needs.

*The cent-al marketing facility will be the hscociation's

(cooperative's) headquarters and its vehicle for

a2

cutabliching a market presence as an effective and reliable

-

large voluve wheleooler of  temperate climate  fruits and

vegetatiese. . (1t) calls for a general manager who must be

thororghly knowledgeabtle and cexperienced in th~ field of
wholesale agricultural markctiné. ldeally, the manager
should be somcone with establiched connections in Guatemala
City's wholesele market. Two sales  managers...the

individuals sclected...as with the general manager, should

have established market connecticas."l/

Unfortunately this important gquidarce has not been followed by

CLCOMERUA Board of Directors, nor insisted on in organizational considerations

by USAIL project ronitors. It cannot be ignored any lonser. The techiical

assistance contract furds will be used to bhire a connulting fipn with o proven

PR S

ecord or predece warwneting ability in the United States and in Latin Arerica

-t - ——

(guch as Central Anerica produce, Inc., 6-L's packing Co., Inc., Blue Anchor,

Inc., or Bud Antle, Produce, Inc. = & gubsidiary of Castle & Cooke).

1/ USAID/Guatcmala Progect Paper number 520-0238, Juiy 21, 1977,

pp. 32-313.
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The general scope of work will be to: 1) Belp train the new
CECOMEICA sales manager {in improved produce marketing sales techniques for
dnstitutional produce narket penctration; 2) Sales contracting in export

markety (in Central American and Caribbean countries, in North America and

Furope); 3) Improving gruading, packaging and storing to meet international

standards and to capture higher-priced markets; 4) Improving location and use
of market demand and price Information and sales comuunications procedures

with potenticl !luyers; 5) Moo and develop ceqgular contacts with selected

huyers and importers in spcopriate warkets;  6) Otner sales techniques
J . L -4

appropriate to CECOMERCA's operation.

The Deard of Directers cof CECOMERCA must hire the type of qualified

~

individual from within Guatemasla described in the raticnale above as Sales

Manager for the Cooperative at the earliest pogsible time. Ideally this

individual, an well as the General Manager, the Operaticns Manager, and all
' !

other topr mnanagerment exccutives of  the cooperative, should be paid a

peasenable b oalarvy plun o oot perccntarie o cirsisg, asoa bonugs at the
end of th~ fiscal year, of toal profits (et covings) they have helped the
1 SR UBAETL I NS S S L 0 4 .

owner-:.cinbers earn froa their wanagewcnt ob eperations.  %otal pay, based on
an Incentive systea which rewards productivity, s far superior to a straight

paynent under thece circumstances.

1t fo not anticipa‘ed that the principal olifcer of the expert produce
gales consulting firm will take up resldenc: In Guatemalu.  Rather, he will

organlze and gulde hin techindcar asslstance utilizlng periodic whort-term
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1f this recrultment of members s successful, and i{ they srpply their

full production to the Cooperative, CLCOMERCA's total revenue will increase

4}

after the first full year by betwoen $1,600,0¢7 and $2,400,000, depending on

the mix of comxeditics grown and sold during the cycles, market prices, etc.

st

hnolyein

4. CECOMEECA - Finoncial ard Operating

FPundamental to the progress of CLCOMERCA in  establishing an
econonically viable marketing organization is the rational wutilization of
projcct resources in the day-to-day oprrations. Managemont muot be keenly
aware of awvrupt or subtle changes in the market place i order to be able to

AUARE ATl

make tre short and long tor. decisions which will be of bonefit to CLCOMERCA.
Flexibility in administration and icproving operating results chould greatly

0 COCOMLLCA's Doard of birectors and Managerent.  An anelysis in

concern bo

gunzary form of (o financial and opuvrating activitics of CLUCMERTA for cy-81

and the firct fise months of operation ending Miy 31, 1932 is precented

This analysis could have been wore comprehensive had an objective

bQ lL)“j .

audit report of CHCOMERCMA's financlal and operating status, for any period,

been available.

a. Ralance Sheet

1) Cash and in Nanks
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In the Current Marcets Reecount, cash on hands and deposits in

banks appear excessive for the cop-rrating activities., The cash balance should
include the ascot identificd din the balance sheet as Investments  that 16
actually a savings acvount I+ BANCANE ecarning Fe dinterest. At the end of
cY-1981 total coch and bank deposits amounted to $453,939 and the balance
gheet of May 31, 1962 shows $410,314 in this current asset account.

Ohcoerv ition:

Assuming that o cash balance is maintainced equal to the
current llabilitics, cush reculrements for the 5 wonths ended May 31, 1982
would appear to average some  §$60,000, freeing $372,000 for alternative

investments in produce narketing,

2) Accounts Poceivable

The accounts receivable pose a more scrious problem to
CECOMERCA {4 their conposition, collection and amounts relative to sales.

Accounts have {-creasced as follows:

period amoupt As of ¥ of Siles
12 ronths ended 12/31/81 $188,073 19%¢
S montha ended 05/31/01 209,537 378

5 nmohtan ended 69/31/7082 209,900 JC4%



- 15 -

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

quali‘ty of the accounts as follows:

Account Amount Over 120 days t of Sales

Jocal clients $ 15,372 $ 13,636 89t
Exporters ' 76,691 56,488 743
pProducer Advances AN 3,775 Lleg

£113,518 $.73,899 _65%

If the exporter deposits held by CECOMERCA to guarantee
payment of out-of-country clients amounting to £14,580 were applicd to the

exporter receivables, the percentage over 120 days wouald still be more than

502,
Observations
N i R

The deterioration of the accounts receivable should be one of
the principal concerns of the Gencral Manager since it reduces one of the most
irportant sources of working capltal in CECOMERCA.  Additionally, it reflects
negatively n the quality of  Uhe cales effort and highlighty wanagerial

deficlencins, CECuMERCA  mast  develop an Intelligent  credit  policy and

collection procedure that does not allow a bulldup of bad accounts.
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b. Operating Statements

A summary of the results of operating activities for th: first
full ycar 1981 is shown in exhibit A comparison of the flrst 5 months of
operations ending 05/31/82 with the same period of CY 1981 is also shown., To
measure more accurately the relative changes for the different periods, costs
and results are expressed as a percent of gales., Additionally, since a yearly
budget is piepared in great detail on a monthly basis, the first 5 months of

1982 are shown with the actual 5 nonths of coperation.

1) Sales

An analysis of SALES for the first 5 months of CY 1981 ending
May 31, and for the same period in 1982, indicates that 95% of total sales for

both were conprised of 3 products, potatoes, cabbage, and garlic, The

contribution to gross margin made by cach cemnodity 1s aloo shown below.
1081 5 months - 1982

_§aies $ Gross Margin $ Grous Marain
Fotatoes 237,697 4,340 62,6006 $ 6,895
Cabbage 247,421 30,927 64,843 16,119
Garlic _60,326 L 2,292 138,367 36,035

545,439 20,879 265,816 359,849
AL} Other 22,291 .01 13,604 2,307

1otal Salen 561,230 29,100 279,420 362,236
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- While the gross margin {in the first 5 months of CY 1982 improved to
22% of cales versus 5% for CY 1981, the volume of sales was a very

poor 36% of budgeted sales and only 49% of sales for the same perioil

Jn 1981. (See Exhibit 3).

Exhibit 4 chows the gross margin contributions by unit of the sales of
potatoes, cabbage and yarlic for the same 5 month pericds 1981-82.
While cabbage seemingly did not improve its gross margin contribution
(330,927 vs. §16,119), or on a per unit basis (30.48 vs. §0.39), the

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

1982.

The increace in gross margins in the first 5 months of CY
1982, if raintained, indicates that management is making progress in acquiring

the nocessary skills to conduct a viable commercial operation.

Control og operating and administrative costs still indicate
that ranagement has an alwosT total disregard of the effect of costs on
operations.  This 1s quite evident from a study of the monthly operating
ptatement format that prosides four pages of statistical information on buying

and seiling statistics and no detail of the operating costs and expenses.  The

latteryust be brought under control as soon as possible.
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In Exhibit 3, C¥Y 1981 resulted in a loss of $198,132. The

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

aédninictrative costs amounted to §229,352 or 23t of sales. Certainly the

gales strategy was a failure. If the gross margin gencrated from sales in the
first 5 vonths of CY 1982 (22%) and the opcrating and administrative costs of
CY 1981 had prevailed, 1982 could have reached. breakeven point: Further by
adding CECOMYRCA's other income, a esmall profit could have been realized
(963,287 x 222 = 216,323 % 21,312 - 229,352 = 55,283).

The gross margin from operations for the first 5 months of CY
1982 was an encouraging 22%. As noted' sales volume was less than half
conpared to the same period in 196l.  The drop in sales volume is directly
ﬁttributod to the loss ni the Nicaraguan, market in June, 1981. Sales
plusmeted from wonthly average of §1165,400 for the first 6 nonths of CY 1981

to $48,000 in the last half of that vrar, in effect a drop of 58% in sales

volume. &ales volume for the fiist 5 wmonths of CY 1982 averaged $55,884 per

nonth.

However, with the satisfactory gross margin posted and a
budget of 22% for all operating costs and administrative expenses, a breakeven
ghould have been the result. Sales $2,794.20 x bLudgeted expenses of 22% =
$61,472). hctual costs for the 5 months were $186,740 to $125,268 over budget

(204%).
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Ohservationz

It has been made clear to the general manager that costs must
be cut drastically and cubsequently controlled. Management further agrees
that the monthly statement of opecrating results in its present form does not
provide the pertinent financial and operating information for timely and

cratiopal managerial decisions.

CECOMERCA has developed monthly budgets for the following cost

centers:

1. Administration costs
2. Procurement costs

3. Selling expense

4. Financial costs

5. Cash Flow

6. Product Procurcment

7. Salea

The budget, In general, appcars adequate in form and content,
However, a proccdure 1s lasking for routine compariscens with actual operating

figures and periodic revislons when necescary.
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Obﬁnrvatgon:

CECOMERCA's budgets should provide the board of directors and

management a powerful tool to measure performance and Lo control costs. It is

planned to correct the hbudgets once opciating costs are brought under control

and to utilize them to compare with actual opecrating results,
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CECCMERCA

CONTRIZUTIONS 79 GROSS MARGIM OF DPRINCIPAL CROPS SALES
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5. PROJLCT FUNDIHNG REPROGEIMMING - creothben

The rescheduling and modification of AID Loan 520-7-030 proposed
by CLCOMEKRCA and approved by AID and the GOS han two basic purposes. To
cprovide  Cheortor”A additional funds  for working capital  and  technical
assictance and to rodify the physical facilities end reschedule theic time of
working capital and technicel assistance will be made available

conntruction.

as follows:
Sourco:

1st. Phase Capital Costs:

Refrigeraticn $ 40,000

Equipment 457,508
Building 180,c37)

TOTAL $306,870

2rnd. llase Capital Costs: 200,000

TOTAL FUNDS DROVIDED $506,£70

Uses

Cost of Organization $356,870
1Technical Assistance 150,000

TOTAL UTILIZATION §506,070
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The GOG will ascui.e the repayment responsibility to ALD for the
$506,870 in roan Funds and, in turn, will provide the sum to CECOMERCA on a
Exhibit 5 ghows the status of AID and GOG project funding and

grant basis,

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

a, Projected Staterent of Operation for 1982 and 1983

In the reprogramming of project activities the estimated
results of operations for CY 1982 and 1982 show net operating losses for both
years, bxhibit 6. Since costs have not been analyzed and a determination nade
of thelr variﬁblc and fixed nature, an arbitrary division has been made to
estizate a break-coven point.  An attenpt to arrive at a hreakeven point for
1962 was not possizle since corputed total variable costs were greater than
iales for that year. For 1983, es*imated breakeven gales volume is $6.4
million dollars or 2 L/3 times the project's 1983 sales figure. Following the

projected growth trend 1982/83, the breakeven point would be rcached sometime

in 1985,

Reproqrawming of Project Funding

1) 19£?2-1983 projected losses fron Operations

—

In CECOMEKCA's reprogramming plan  the total funds made

avaflable from AID Loan 520-7-030 were to be utilized au tollows:
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Organization costs - 8356,870
fechnical Asaictance 150,000
TOTAL $506,870

nclually, the orgonization cost portion of  the funding,
$356,870 will be utilized to cover the estimated operational losses for CY

1982 (5200,220) and CY 1983 ($156,650).

On Lhe basis of the first 5 months of operations in CY 1982

and the rising trend in operaticnal and administrative costs, losses could be

s

greater than projected for 1932 and 1983. If a surgical cut in costs is not
undertahen immediately, couvpled with an effcctive cost control discipline, the
locses for beoth years could be greater by scae 15% or $140,000. This

additions' loss is estimated considering the imprevement in the gross margin
gernerated in the first 5 wouths of opcrations in 1982 (222 versus 14% gross

rargin projected for 1982 and 1983).

b. Reprocramuiing of phvsical facilities construstion

An indlcated ia Exhibit 7, crcostichA plans for construction
and acquisition or supporting equipment in 1982-1983 will require funds in

excess ol 39%00,000. Yet it should be noted that the volume and valu . ot the

morketing activity in the first 5 months of CY 1981 were moce than couble the
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comparable period in 1982 (3568,231 vs. $279,420). 1t appears concelvable

that the buliding of additional facilities as scheduled could be bheld in check

without aifecting marketing activity in tihe chort run.

1t 1e rcuggested that the balance of CY 1982 serve as a
retre.chnent  period permitting CECOMERCA  to concentrate on the following

courtes of action:

1) Have a professional auditing firm perform an audit of the

books for the 18 month period ending Juuce 1982. Cout $5,000.

2) PRationalize its cost structurce for performing the
parketing activity by reducing operating and administrative expenses in line
with historical costs (CY 1981) uand budgeted Ligures,

3) Specialize in crops that it has become proficient in

4

marketing and that are contributing a gross margin of 20% or wrore (garlic,

cabbage, ceuliflower, and calonz).

4) Resolve the problem of paying for the garlic processing
Jine in ratzicia. Thrcugh a gross misunderstanding or ignorance of AlIDL's
cequipnent procurenient procedure CECOMERCA allowed a Puerto Rican exporter of
garlic (Jircnez) to order and purchas garlic processing equirment  trea
custody  and use for months

Spain. The machiner; has been in CLOOMERTA'S

without much hope of rednbursement from AID or from CECOHERCA.
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It is recommended that the GOG or the parent Federation be
requested by AID ac part of the reprogramaing, to provide funds to allow

CECOMERCA to obtain ownership of the cquipment and end the Inpasce:  Cost:

$27,000.
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CRCOMTRCA

projected Statement of Operations

CY Years 152 e

ool s

{In Thousanas ot Dollars)

Exhibit 6

Description log? 19821 TOTAL
3 Y S t $ 3
Sales 1,582.3 100  2,715.1 100 4,297.4 100
(ot of Sales 1,361.9 26 2,754.0 _R&__3,705.9 86
GROGS  (ARGIN 220.4 14 371.1 14 591.5% 14
Cost of Cperations:
I'rocurcont 127.2 8 143.1 6 270.3 6
Sales 109.7 7 115.3 4 225.0 5
Depreciation 29.8 2 n3.n 3 113.6 3
TOTAL 266.7 17 34 .2 13 608.9 14
hdministootion Zxpenses
Auinictration 112.3 7 118.0 4 220.3 5
Intecreot Fxioense qal. 6 3 h5.6 3 100,27 3
XOTAL 153,96 10 l1u5.0 ) 339.5 3
170TAL 111 Coots and Expenses 420.¢, 27 527.% 20 948.4 2z
Nel Margin (loos) ($200.2) (13) GISG.) (6) (8356.9) (8)
eonnn SALES
Varinbl: YR
Corct of Good cold 2,343,962
Selling Exponses 115,298
Procurcment Costs 143,083
Adviniotraticon kExpenses 116,051
Yinancial rspense 67,591
Depreciation - e L B83,775
Totz1 Varidplc Cot 2,607,343
Total Piced Costs 2(»‘?(417
Total Sales 2,715,110
R/E Corputation:
B/L = _1C u 269,417 " 269,417 u B/E = §6,414,690
1- VO 1- 2,002,343 042
SALYS 2,715,110
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Exhibit 7

C. Conatruction of vhveical #.cflities

The reprogramming of building {acilities as projected by CECOMERCA

follows: (I1n Thousands of Dollars)

Descript fon 1902 1943 1984 and hevond
Kuchuctenanjo - bBuying Station 100.0 ——— ——
Quetzaltenan jo — liiying Station --- 25u.0 -—
Cuatemala = Offices Refrigeration/o 20.0 100.0 330.0
vatzicia -~ nhefrigeration/backing line 80.0 —— —
Equipment 110.0 75.0 ——
vehicles 30.0 50.0 ——
Officces —— 25.0 25.0
Curunicalion Systen - 30.0 -
Design and fupervision — 63.0 39.0
Others. -en -—- 274.0

TOTAL 340.0 593.0 668.0
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6. Short Term Observational and Vork Training

“A total of 560,000 should be recerved for use in 1982 and 1983 to
provide total funding for up to 10 person-tonths of short-term observational
tralning for CLCONELCA personnel. These funds will be used to defray the cost
of sending sclected administrative or technical perconnel of the cooperative
on lozation to study and receive informal training in very subject-specific
activitics which will help them  fnprove the operational ecfficiepcy of
CRCOMLICA upo. their return.  The funds will be used to defray the costs of
international travel, lodging and subsistence, Jocal transportation, study

(¥}

waterials supplies, etc.

. 3

Although the funds being reprcgrammed above include significant
smounts to provide technical assistance on  a  substaining basis for
adninistraticn and tcchnical people in CECOMERCA, there will be specialized
training needs that  cannot  be  provided  for  the  CECOMLERCA fersonnel  in
Guaterala. ntherofore, funds must be reserved which permit  this type of
observational training to be conducted for the cooperative personnel on

location outside of Guatemala,

Each observational training program must be closely tallored to the
needs of the individual reciplent so an to make that person more effective in

his work at CECOMERCA upor  return, Some  examples  of  the types of
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observational training trips, by way of 1{lluctration only, that thig funding

could provide are presented below,

They are not necessarily the ones to be gclected, nor are they

corplete as to content.

a. How Cooperative Managers Use Financial pocuments as Planning and

Control Instruments.

1) Thé General Manager travels abroad to work with successful
produce marketing ceoperative managers in two different organizations for two
weeks  each. He studices each cooperative's particular set of financial
statements (profit ang losc, inventory and inventory control, cales and
revenue journals, cost control journals, balance sheets, ete.) and observes
how managers use them for plarning businens activities, and for other business

decision making purposes.
b. Packing Vegetables to meet U3SDA Grade Standards,

1) The packing house operations Mmanagrr spends one week in each
of two packing cheds in the U. S. where he in taught by a USDPA grade inspector
the basic ctandards and observes fresh produce being packed and repacked to

acceptabic market grades,



c. JImproving Produce Handling to Reduce Breakage, Bruising and Damage.

1) The Transportation Foreman is sent to Costa Rica to observe
the use of new typcs and sizes of cardboard shipping contalners used by fruit
and vegetable cooperatives. He spends one week studying their packing znd
handling techniqﬁns and how they have significantly reduced losses due to

damaged merchandise in the past two yecors.

7. TFENACOLC, PLCCAR, CECOMERCA Relationship:

The two coopurative federations have, carly in the organization of
CECOMERCA, provided $99,0u. (545,000 cach] of eguity capital for the marketing
entity. They are pledg~d to provide a total of $150,000. Thus cecach
foderation is still to provide $3C,000 of cquity capital to CFCOMERCA.  The
General Manager of CLECGMERZA  has requestrd thesoe additional funds through
CECCUERCA's Doard of Directo.c, but the federations have not provided it ac of

this date. the  federations managers  have  indicated  that  their  present

financial conditions preclude providing these funds to the cooperative at this

time.

The consultanis feel that USAID/Guatemala should make a strong
effort to have the federations provide this [inal equity capital subscription

to CECOMERCA as coon ag possible for two rcasons,
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a. CECOMERCA badly nceds the funding to provide it with working

capital to assist it weet {tos ojerational needs in a tfwely manncr.

b. It will serve s one {ndicator of the serlousncss with which
the individual federations are willing to support CECOMERCA at this crucial

financial cross road in its history.

rationale:

The earlier discussions of specific CECOMERCA  financial  and
operational problens are self-explonatory and do  not need further
amplification here. There is, however, a cerious concern on the part of the
consultants that the foederations and thelr local cooporatives have not united
behind the marketing organizition to  help it ¢row  and  accomplish  its
chjectives. The original intent of the projeict was to have the local
couperatives of cach feleration who had menberse producing the terporate fruits
and vegetables to Le narketed by CLUGHEECA nzge and facilitate thege membors
to join it and o pay Q10 tor an ouwnerthip share cach,  Evidence that this has
not hap;eoned s the mewbership subceribed cquity balarce of Q175.00.  The
original project paper anticipated that 50,000 would be prid {1 by the

l

present date (from £,000 members), and another Q50,000 by the cad of phase 2,

or a tota) of 10,000 nember-owner-users,



USAID/G nceds to seriously cexamine why this support for CECOMERCA has
not come from the two federations and their local cooperatives. The original
{ntent and objective was correct in that the projoct plan anticipated the use
recruiting rew farnmer

of renbership subscrited conity chares asoa means of

perbers for Loth CECOERCA and the local cooperatives affiliated with either

FLNACOAC or PECOAK.

*Membere will be eligible to receive patronage dividends
paid frem the profits of the Ascociation (CECOMERCA) based
on the wvalue of produce sold to  the ssociation.
on-wonbers, i.c. formers who are not currently menbers of
patticip ting cooparatives, will be f{ree to aell to the
Associution on the same basis as  weimbers except that a
rervice charge (anticipated at 1% of sales price) will be
levied. Since non-wmenbers will not be eligible to purchase
rshares, they will not 1receive patronage dividends. The

differentiction  between wenbers and  non-wembers should

stimulate growth In cooperative menbership... at the same
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time, the oystem permlts  participation by non-meinbers
thereby expanding the number of target group farmers who

could benefit from the ﬁrojcct as well as encuring higher

volumes, "1/

1t i a mystery why the federations and theic local cooperatives have
rot joined forces to vigoreusly promote CECCHERCA meunbership ana activity for
the benefit of all. It could be a fear by Yocal cooperatives affiliated with
one federation or the other that there will be a shift in merbership because
of CLCOMERCA affiliation and g:dwth in a.9given production zone. There are
other possible explanations USAID/G must determine why this has happerned and
{ind @ way to crrrect it. CUCOMERCA's organizatlional integrily, growth and

{inarcic]l health are all suffering hoecause of the present inpanse.
s i

Finally, if{ in USAID/G's opinion the two tederations and their local
cooperatives will not particlpate in a vigorous CLCOMERCA organizational and
developoent effort, or if one withholds support, the ownerchip directorchip
arratgenents will have to be altered for the benefit of CECCHMEKCA's long run

financial health and success,

1/ cuatemala Small Parmer Macheting Project Paper 520-0238 dated July 21,

1977, paye 36,



