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Initially, this PES was due to be rendered to USAID/Washington
on November 1980. Because of the dynamic nature of certain
developments (i.e. pending ratification of Amended Agreement
of PCC and scheduled Bi-monthly and PES Reviews of this proj-
ect), it was felt that, for the sake of completeness, it would
be better to delay delivery of this PES in order to incorpo-
rate the findings of these activities and their impact on the

project within the scope of this report.



Introduction

This paper is organized into three parts. The first summa-
rizes the major recommendations of Dr. Alvaro Jiménez Castro,
who evaluated the Small Farmer Marketing project (083) and
rendered his report to USAID/Haiti on August 15, 1980. The
second reviews the status, design and implementation of the
project as of Decembexr 10, 1980, in light of the amended
Agreement and an internal IHPCADE evaluatinn. The third con-
sists of a Status Report of the project, as of January 26,

1981 identifying achievements, constraints and recommendations.

Part I - Summary of Major Recommendations

(1) Effectiveness of Coffee Cooveratives - The evaluation
recommended that USAID should continue with the core idea of
the project to set up an alternate coffee marketing system for
the small coffee producers through a system of cooperatives:
producer cooperatives, Committee of Coffee Cooperatives (CCH),
and the planned Federation of Coffee Cooperatives (FCC).

Central to the success of the project is the viability of the
coffee cooperatives. With regard to cooperative development
two issues were of specific concern: economies of scale and

diversification of activities.

The cooperatives need to buy and sell substantial volumes of
coffee, and have sufficient funds to manage operations effec-
tively. The ideal level of operations to achieve economies
of scale was not specified, but it is apparent that the eval-
uator considered present levels to be below par, in both

instances.



To go hand-in-hand with increased volume of operation, it is
desirable that the cooperatives diversify their economic
activities, given the fact that coffee production is seasonal.
Accordingly, processing equipment at the cooperatives would
generally lie idle for several months of the year. To remedy
this situation, it was recommended that the equipment be put
to use to process other crops, such as corn, for example.
Other possible activities include the setting up of bazaars
and utilizing CCH idle personnel to sell tools and domestic
products in areas of operation.

It should also be mentioned that management officials in the
CCH and the cooperatives need to be well-trained in order to
effectively manage their respective organizations. In this
regard, the evaluator indicated that the PCC should provide
whatever technical and managerial support that the CCH or
cooperatives might need. i

(2) Marketing Information -~ Administrators of the PCC should
become familiar with the techniques of getting and analysing
data on world-wide coffee market conditions, in order to make

informed decisions on the buying and selling of coffee. Such
information should be made available to all of the project's
cadre. '

(3) Revolving Fund - This refers to the funds that are to
serve the credit needs of the CCH in its coffee buying, sell-
ing and processing operations. At the time that the evalua-

tor was writing his report, negotiations were taking place
between USAID/Haiti and the CCH, concerning the setting up
of the $500,000 fund., Dr. Jiménez urged that the fund become



operational as soon as possible. It was also indicated that
the Bureau de Crédit Agricole (BCA) might increase its credit
to CCH and coffee cooperatives.

(4) Transfer of Functions from CNCC to CCH - The evaluator
underscored his concern that the Centre National de Preparation
du Café (CNCC) might develop into a quasi-governmental buresau-
cracy, with all of the concomitant adverse consequences that
such an eventuality might entail. To circumvent this poten-
tial danger, he proposed that the functions and responsibil-
ities originally given to the CNCC, be transferred to the CCH
and eventually, to the FCC.

The two latter organizations have, by design, the capability
to function more independently than the former, since they

are cooperative organizations. Under this scheme, the CCH
would buy the coffee from the coffee cooperatives, process it
according to standards of quality, and sell it to the world
market at the most profitable price. The construction of the
pilot center and installation of egquipment should be acceler-
ated so that it could begin performing its processing, packing
and exporting functions. ‘

Because of its increased importance, the evaluator stressed
that extra care go into the selection of CCH officials, espe-
cially that of the commercial agent. The latter will be re-
sponsible for buying and selling coffee on behalf of the CCH,
so a system of checks must be developed to make sure that he
does not become involved in extra-legal activities. Measures
to be taken were not identified.



(5) Relations Among the PCC, CCH and Coffee Cooperatives =
Regarding relations between the PCC and CCH, Dr. Jiménez stated

it was the duty of PCC personnel to render technical and admin-
istrative support to CCH. This should be done, however, with-
out a paternalistic attitude on the part of the former, which
might stifle the development of the latter. It should be kept
in mind that the faster CCH attains operational autonomy, the
better. In hierarchical structure, the evaluator noted the

PCC has overview authority on the CCH, but in what capacity

and to how great a degree were not made clear. '

As concerhs relations between the CCH and the coffee cooper-
atives, he underscored the importance of a modus operanci
agreement among those organizations. He is of the opinion
~that such an agreement should obtain at the outset, and that
the terms should be clearly spelled out . 1In the event of
conflicts or disagreements between these units, the PCC should
arbitrate.

(6) GOH Tax Policy on Coffee - It is the contention of the
evaluator that the taxes levied on exported coffee by the

GOH are too high. This,with the accompanying high rate of
inflation in Haiti, and the recent decrease in the price of

coffee on the world market, serves as a disincentive for the
coffee producers to increase production.



Part II - Comparative Analysis of Project Implementation in

Relation to Evaluation Findings

(1) Technical assistance and Training - Although Dr. Jiménez
did not address himself at length to training in his report,
the success of the whole project depends a good deal on its
realization. The key to the whole project is the viability
of the cooperatives as autonomous, thriving eatities. This
goal can hardly be achieved without a knowledgeable and well-

trained staff.

In the original Project Agreement (1977), substantive provi-
sions were made for technical training and assistance for all
of the institutions created by the PCC: cooperatives, CCH,
CNCC, and CEPEC (Article 4, section 4.2 and 4.3). In the
amended version (1980), such provisions were deleted, although
there was mention of technical training on a more modest scale
elsewhere (Amended Annex 1, c~l1 and c-2). Table I compares

the original with the amended Agreement with respect to funding
for training and technical assistance.

While echoing the evaluation's emphasis on cooperative viabil-
ity in the general sense, the amended Agreement actually under-
mines it by cutting more than half of the funds allocated for
technical assistance and training in the original Agreement.

(2) Marketing Information - In the area of making PCC offi-
cials proficient in marketing technigues, the 1977 Agreement
had earmarked $303,000 for that purpose, while the 1980 ver-
sion's corresponding amount is $144,000, resulting in a de-

crease of approximately 47%.



Table I

Comparison of Financial Tables of 1977 and 1980 Agreements

(1) (2)
Category 1977 Agreement 1980 Agreement Difference )
Technical Assistance $985,000 $280,000 $-705,000
Technical Training $110,000 $ 72,000 $-~ 38,000
Total $1,095,000 $352,000 $-743,000
(1)1977 & 1978

(2)1980 & "Anticipated Future years Obligations"



(3) Revolving Fund - As concerns the Revolving Fund, GOH input
of $500,000 is called for in both 1977 and 1980 Agreements to
serve the credit needs of the CCH in its coffee buying and
selling operations.

(4) Transfer of Functions from CNCC to CCH - As for the trans-
fer of CNCC activities to the CCH: referring to October 1980
Bi-monthly Report (PCC-083/Morales), section 3(a) states that
-1t is expected that the "Inaugaration of the provisional
coffee processing facilities at Dikini z2nd their transfer to
the Provisional Management Committee (CCH)" will take place
within the next two months. It has more recently been con-
firmed that the transfer is now scheduled for January 1981.

(5) Relations Among PCC, CCH, and Coffee Céooeratives - The
amended Agreement did not address itselfe¢specially to the issue
of organizational relations. Nevertheless, the following

comments can be made.

In its October 27, 1980 evaluation report of PCC (083), the
GOH administrative institution of that project, PCC-IHPCADE
(hereinafter referred to as "PCC -I") noted apathy and lack

of cooperation on the part of CCH in some instances. For
example, several meetings were held between officials of these
two groups during February-March 1980 to discuss joint opera-
tional working plans on the administrative up-grading of the
CCH, as well as on the organization of the CEPEC. PCC - I
charged that CCH failed to follow-through, for it submitted

no such plans.



PCC - I likewise charged that the management officials in
almost all of the cooperatives governed as they saw fit,
without consultimg . the rank-and-file. In addition, it was
noted that management rarely held general meetings with the
rank-and-£file.

(6) GOH Tax Policy on Coffee ~ The Mission is greatly con-
cerned about the high tax rate imposed on exported coffee by
the Haitian Government (about 26% ad valorem), and has tried
to persuade the latter to reduce it,but without success to

date. Nc.ietheless, it is an on-~going concern, as evidenced

by its mention in the Mission's long-range planning document,
(USAID/Haiti Country Development Strategy Statement, FY 1983-87,
pp. 14, 16 and 20), and will be expressed to the Haitian au-
thorities in the appropriate context. ‘

In summary, the scope and scale of the project has been made
more modest. AID's original grant was reduced from $2.2 million
(1977) to $750,000 (1980). The obvious gquestion to be asked

is: can the objectives of the project still be realized with '
available resources?.

Part III - Update Status Rewort, as of January 26, 1981

A PES Review of the Small Farmer Marketing project (083) was
held on January 26, 198l. Discussion revolved around five
objectives that were to be achieved in FY 80: 1) improvement
of management and accounting capabilities in the 25 existing
coffee producer cooperatives; 2) improvement of the quality
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of the cooperative prepared coffee; 3) reinforcement of the
Provisional Management Committee or the Cooperatives (CCH) to
assist it to become a Federation of Cooperatives (FCC);

4) reduction of coffee taxes; and 5) organization of coop-
eratives around the Coffee Centers.

The progress assessment was overwhelmingly negative. ¥No prog-
ress was recorded for objectives4 and 5 at all, while only
partial progress was reported for the other three.

Achievement of Objective No. 1 was to be indicated through the
assignment of management trainees to each of the existing
cooperatives. While 23 were trained, only é have been actually
assigned. Even if trainees were provided to each cooperative,
very little would be accomplished in the short-run, for moest

of the . cooperatives exist in name
only. The majority are plagued by management, administrative
and accounting deficiencies. In addition, equipment and facil-
ities are run-down, and the membership is generally not consul-
ted in decision making.

It is the USAID project manager's position that this objective
is unlikely to be achieved within the proposed time period.

It is estimated that a period of eight to ten years would be
needed before the cooperatives could function effectively.

Objective No. 2 was to be realized through various means, in-
cluding rehabilitation of old facilities and equipment, distrib-
ution of new machinery (hand operated hullers and depulpers),
and the establishment and operation of the CEPEC facility at
Dikini. While some machinery has been distributed, many

planned installations have not been accomplished. CEPEC has
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not yet started to operate. The consequences of this is that
the cooperatives have started to lose faith in the project's
ability to help them, through repeated failure to deliver on
promises on time.

On the positive side, the distribution of the hullers and
depulpers did have some positive effect on the quality of
the coffee in the rural areas.

Objective No. 3 was to be achieved through the organization
and operation of a Provisional Management Committee (CCH)
elected by the member cooperatives. A committee of three is
actually in place, but it has done virtually nothing to realize
its stated purpose. The prinéipal reason for this inaction is
lack of motivation on the part of the committee members. They
had interpreted their position as a sinecure, entitling them

to monetary and prestigious benefits. When it became clear
that this was not the case, they lost interest in the whole
affair.

Three major reasons for failure to achieve project objectives
thus far were identified:

1) Lack of support and commitment on the part of the GOH:

The Haitian Government has not provided the administrative and
fiscal control and support necessary to ensure the success of
the project. An indicator of this was the inability to deter-
mine where the project would be administratively located for
nearly two years: at IHPCADE or at DARNDR. According to

latest information, the latter is now administering the project.
Such indecision has bred an attitude of apathy throughout the
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ranks of project cadre, and lack of effective supervisory con-

trol of personnel . and fiscal irresponaibility have
msulted In° increasing annual expenditures .

2) Lack of cooperative development: The cooperatives are
still in a rudimentary stage of development. It was pointed
out earlier that it would probably take eight to ten years for
them to become independent and viable entities. Consequently,
in their present feeble condition, they have been unable to

assume the responsibilities that they have to bear in order to
adequately assist their constituents.

3) Failure to establish CEPEC: This has further contributed
to the lack of consolidation of the cooperatives. As envis-
aged, an effectively operating CEPEC would stimulate the coop-
eratives by providing the latter with the necessary marketing
outlets for their coffee.

Actions to be taken: Further USAID support to the project will
be contingent upon the CEPEC facility becoming fully opera-
tional by March 30, 1981.

A joint evaluation will be made three months after the pilot
facility commences operations to determine if there is a like-
lihood that sufficient volume will be generated and that con-
struction of a permanent facility, as planned, is practical.

An implementation letter will be prepared to notify IHPCADE of
USAID's position and the proposed deadlines.



