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EXECUTIVE SUMMARY
 

This evaluation assesses in detail the performance and
 
impact of the Small Farmer Marketing Project (PCC). The
 
evaluation also reviews the history and impact of the
 
interventions of the U.S. Agency for International Development in
 
the coffee sector, including the Small Farmer Improvement Project
 
(PPC) as well as PCC, and draws on the assessments of these two
 
projects to provide recommendations for the proposed coffee
 
technology transfer project.
 

PRINCIPAL FINDINGS AND CONCLUSIONS
 

The overall objective of both PPC and PCC was to increase
 
small farmer income. PPC, which began in 1974 and was terminated
 
in 	1981, aimed at achieving this objective through increases in
 
smallholder coffee production. PCC, which began in 1977 and will
 
terminate on August 30, 1984, was designed to complement PPC by

providing small farmers with an alternative coffee marketing

network. Specifically, PCC aimed at:
 

" 	Creating new and strengthening existing coffee marketing
 
cooperatives;
 

" 	Improving the quality of coffee processing (even creating
 
a new brand) by emphasizing washed coffee and providing
 
the cooperatives and regional centers with coffee
 
processing equipment;
 

* 	Creating a national coffee processing center, which could
 
directly export coffee on behalf of the cooperatives; and
 

e 	Strengthening the project implementation capacity of the
 
Government of Haiti's executing agency, the Office of
 
Promotion of Exportable Commodities (OPRODEX [formerly
 
IHPCADE]).
 

Both projects sought to influence government policy with respect
 
to the tax on coffee exports.
 

The Small Farmer Improvement Project
 

PPC did not accomplish its objectives. Although some
 
temporary increases in production were recorded among farmers who 
availed themselves of the project's subsidized in-kind 
(fertilizer) and cash (for labor) group credit scheme, the 
project was not able to halt the steady decrease in coffee 
production that has afflicted Haiti for the last 30 years. The
 
elaborate input, extension, and credit delivery mechanisms of
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this project did not function well during its life and ceased
 
functioning altogether once AID financing was withdrawn. The
 
principal reasons for the failure of PPC were its:
 

* 	Strategy of creating local organizations (agricultural
 
credit societies [SACs]) to receive the inputs and credit
 
rather than working through previously existing
 
organizations;
 

o 	 Failure to test the coffee production technological 
package for acceptability to small farmers before 
extending it; and 

e 	Reliance on multiple, fragile, and inexperienced
 
government agencies to coordinate a complicated input,
 
extension, and group credit delivery mechanism.
 

Small Farmer Marketing Project
 

PCC, in contrast, has succeeded in achieving most of its 
objectives. Cooperatives have increased in number, membership, 
and coffee sales, and most are socially and financially viable. 
Cooperative coffee marketing competes effectively, albeit on a 
localized basis, with private exporters and "speculateurs"; most 
farmers receive a higher financial return from marketing coffee 
through cooperatives than they would by marketing through 
speculateurs. A national cooperatives center for processing and 
exporting coffee -- the Pilot Center for Cooperative Coffee 
Exporting (CEPEC) -- has operated since 1981. It has increased 
its export volume every year and, with subsidies, operates 
profitably. No new brand has been created, and the emphasis on 
washed coffee has been abandoned, but an effort has been made to 
improve the quality of natural coffee marketed by the 
cooperatives. For most project components, OPRODEX has carried 
out its implementation responsibilities effectively. No action 
has been taken toward modifying the coffee tax. 

Cooperatives
 

PCC's strongest achievement has been to strengthen the
 
cooperative movement. Over the life of the project, the number
 
of coffee marketing cooperatives and pre-cooperatives has
 
doubled, and membership in these organizations has tripled. With
 
the exception of some of the older, mainly single-purpose coffee
 
cooperatives, most of the cooperative organizations respect
 
established cooperative principles, such as open membership,
 
democratic procedures, and member participation. Coffee
 
marketing in all the full cooperatives is profitable on a cash 
flow basis and would also be profitable for most of them even if 
no costs were subsidized. (The coffee marketing operations of
 
the one pre-cooperative analyzed is unprofitable as a result of
 
low volume.) Several of the multi-purpose cooperatives sustained
 
overall operating tosses in 1982-83 because of the
 
unprofitability of enterprises other than coffee marketing.
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vii
 

Coffee Marketing
 

In general, cooperatives are able to compete effectively
 
with exporters and speculateurs. This is not due to the
 
cooperatives' taking advantage of alleged inefficiencies -
including collusion, price-fixing, and exorbitant profits -- in 
the exporter/speculateur system, for which the evaluation team
 
found no hard evidence or sound inferential arguments. Instead,

it results from economies of scale that permit most cooperatives
 
to pay quality bonuses and patronage refunds to farmer members.
 
When these payments are added to the base purchase price, farmers

marketing coffee through cooperatives were found to receive a
 
return that was 8-26 percent higher than those who sold their
 
coffee to speculateurs.
 

Coffee Processing and Exporting
 

The key to the success of the cooperatives' coffee marketing
 
was the creation of CEPEC. In its first year, it purchased

coffee from 15 cooperatives and exported 2,224 sacks (266,880

pounds); last year, it purchased coffee from 36 cooperatives and
 
exported 10,299 sacks (1,235,880 pounds), a volume that slightly

exceeded the target set in the original PCC Project Paper.

CEPEC's financial records show a net operating profit of 703,567

gourdes ($140,713) for 1982-83. If the subsidies that CEPEC is
 
receiving from PCC are costed, however, profits are reduced to
 
nearly zero. (Subsidies include personnel support, rental of
 
facilities, equipment purchases, and a grant of $440,000 used 
as
 
a revolving fund to purchase coff.e from cooperatives.)
 

CEPEC is now operating in temporary rented facilities. In
 
1984, PCC will finance the construction of a permanent coffee
 
processing and exporting plant for the cooperatives. The plant

will have an initial capacity of only 20,000 sacks. However, a
 
calculation based on current CEPEC financial statements plus

projected fixed costs for the new plant reveals that the new
 
plant will have to export 24,200 sacks (2.9 million pounds) to
 
cover its costs without subsidies.
 

PCC is currently financing the construction of a pilot

washed coffee processing plant at Marbial, with a capacity of
 
2,000 sacks. However, farmers have not responded well to
 
incentives to produce more washed coffee (including a lower
 
export tax on washed coffee that presumably could be passed on to
 
the producer). In contrast, farmers have responded well to the
 
incentives, represented by CEPEC's quality bonuses, to produce

better quality natural coffee. PCC has distributed more than 100
 
items of processing equipment, mainly hand-cranked depulpers and
 
hullers, to cooperatives and regional coffee centers. However,
 
jurisdictional disputes within the Haitian government have so 
far
 
kept the coffee centers, which were built under PPC, from
 
becoming operational under PCC.
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Institutional Roles and Performance
 

OPRODEX has done a creditable job of planning, monitoring,
 
and evaluating PCC activities. Its most notable accomplishments
 
have been to strengthen the cooperatives and to create CEPEC.
 
Its greatest weakness has been its inability to secure financing
 
for CEPEC or for the cooperatives from public or private banking
 
facilities. This problem was created in part by banks' distrust
 
of farmer groups, stemming from their previously weak repayment
 
performance under PPC; the problem is exacerabated by the
 
disadvantages inherent to any government agency attempting to
 
broker financing between third parties.
 

Midway through the project, the coffee marketing
 
cooperatives established the Union of Haitian Coffee Cooperatives
 
(CCH), which was intended, among other things, to assume
 
operational control of the cooperatives' national processing
 
facility. A 1981 revision of AID's grant agreement formalized
 
this expectation and added that PCC staff should be integrated
 
into the new organization. CEPEC has begun to turn its profits
 
over to CCH, and the land for the new plant has been acquired in
 
the name of the coffee cooperatives. However, OPRODEX has
 
resisted ceding operational control of CEPEC to CCH, which, in
 
any case, does not yet have the financial or management capacity
 
to assume this responsibility. Moreover, it is not realistic to
 
expect that PCC staff, almost all of whom are government civil
 
servants and whose salaries are now topped off (sometimes more
 
than doubled) by PCC, would give up the security of government
 
jobs to accept employment, probably at a much reduced salary, in
 
a new organization of uncertain financial means.
 

Tax Policy
 

Both PPC and PCC sponsored studies of the coffee export tax.
 
In general, these studies have found that the tax is regressive,
 
economically inefficient, structurally irrational, and probably
 
acts as a disincentive to increased production. Recommendations
 
have ranged from some modification of the structure to outright
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Institutional Roles and Performance

OPRODEX has done a creditable job of planning, monitoring,
and evaluating PCC activities. Its most notable accomplishments
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into the new organization. CEPEC has begun to turn its profits
over to CCH, and the land for the new plant has been acquired in
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RECOMMENDATIONS
 

The Cooperative Movement
 

1. The Government of Haiti, AID, and other donors should
 
continue to help strengthen the cooperative movement in
 
Haiti to provide a participatory and pluralistic
 
foundation for local development activities. Care should
 
be taken, however, to work only with organizations whose
 
existence is based on local interests and ties rather
 
than with those based solely on the need to attract
 
external resources.
 

2. 	Coffee marketing cooperatives should be encouraged to
 
diversify their activities but should consider
 
eliminating activities that are not financially viable.
 

3. Membership in cooperatives generally mirrors the
 
distribution of power and resources in the local
 
community. Thus, cooperative leadership is often made up
 
of local elites. However, donors should not support or
 
work through cooperative organizations whose membership
 
:s effectively limited to local elites.
 

4. Subsidies 	are probably necessary and should, therefore,
 
not be ruled out for nascent cooperative organizations.
 
However, subsidies should be extended to an organization
 
only after a determination has been made of the
 
conditions and timing necessary to eliminate them as well
 
as of the probability that the organization will be able
 
to achieve those conditions.
 

5. Mature cooperatives should look to the Agricultural
 
Credit Bureau (BCA) for working capital to purchase
 
coffee from members. AID may wish to consider
 
establishing a special credit window within BCA to enable
 
it to respond to cooperatives' needs.
 

6. The development of regional cooperatives, modeled after
 
the Regional Cooperative for the Southern Region
 
(UNICORS), should be encouraged. However, they should
 
not be superimposed on weak or nascent organizations, but
 
should develop from the natural growth of mature
 
cooperatives.
 

Coffee Marketing
 

7. The Government Of Haiti, AID, and other donors should
 
continue to support the marketing of coffee through
 
cooperatives.
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8. The operation of the new plant should be subsidized until
 
it reaches a volume of 25,000 sacks a year. Plans should
 
be drawn up for the gradual withdrawal of subsidies as
 
volume increases.
 

9. The Haitian government, with the assistance of AID,
 
should renew its efforts to secure increased working
 
capital funding for the new plant, preferably through
 
BCA.
 

10. 	AID should sponsor a study of coffee processing in Haiti,
 
with particular attention to the relative advantages of
 
peforming certain processing functions (both wet and dry)
 
at local, regional, or national levels.
 

The Role of Institutions
 

11. 	In the short term, AID should continue to work with
 
OPRODEX as its principal partner to develop the coffee
 
and cooperatives sector.
 

12. 	AID should work with CCH to determine what is needed to
 
strengthen its financial and management capacity.
 
Technical assistance in management and financial planning
 
is probably indicated.
 

13. 	CCH should draw up a plan by which patronage refunds to
 
cooperatives are distributed on the basis of the quality
 
of coffee that the cooperatives sell to CEPEC.
 

14. 	CCH, with the assistance of AID, should determine the
 
internal CCH conditions, such as adequate staffing,
 
tested procedures, and financial capacity, that will be
 
necessary for it to assume operational control of CEPEC.
 
CCH should then draw up a plan, including a timetable, by
 
which it intends to satisfy those conditions. The plan
 
should justify any required subsidies from the government
 
or AID ds temporary. This plan should then be used as
 
the basis for negotiation of a new project with AID and
 
OPRODEX.
 

Coffee Production and Government of Haiti Policies
 

15. 	The proposed new project should include a production
 
component, with cooperatives serving as the local
 
organizational basis for certain production activities.
 

16. 	A condition precedent to first disbursement under any new
 
project should be some modification of the coffee tax.
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17. 	AID should work with the advisers on the new Tax
 
Administration Project to determine how fiscal revenues
 
from sources other than coffee can be raised to
 
compensate for any decrease in revenues from a
 
modification of the coffee tax. Particular attention
 
should be given to the possibility of levying or
 
enforcing the collection of taxes on property; on the
 
export of bauxite, sisal, or sugar; and on luxury
 
imports.
 

THE COFFEE TECHNOLOGY TRANSFER PROJECT
 

AID should build on the accomplishments of PCC and the
 
lessons learned from PPC in the development of the proposed

coffee technology transfer project. The project should be
 
developed collaboratively with appropriate government and
 
cooperative institutions and should consist of the components
 
discussed below.
 

Marketing
 

Despite the success of PCC, much unfinished work remains to
 
be done. The most importint work includes:
 

o 	Continued assistance to the new processing plant;
 

o 	Assistance with securing working capital credit for the
 
purchase of coffee, both by local cooperatives and by'the
 
new plant; and
 

o 	Examination of how coffee processing through cooperatives
 
can be rationalized with respect to the relative
 
advantages of processing at the local, regional, and
 
national levels.
 

Production
 

There is a clear limit to the income transfer benefits that
 
cooperatives' marketing can secure for small farmers. Sustained
 
increases in income can occur 
only through increases in
 
production.
 

The new project's production component should learn lessons
 
from the failure of PPC. The most important is that extension
 
education and credit should not be proffered to small farmers
 
through artificially created groups. For this reason, the mature
 
cooperatives that have participated in PCC are logical candidates
 
for constituting the local organizational basis of the new
 
project's production component.
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The technological package for the production component

should be developed and extended through the use of a farming
 
systems approach. This means that a certain amount of applied

research on farmers' fields should be carried out to test the
 
technical feasibility and acceptability of proposed

interventions. The participation of cooperatives in the
 
development and testing of interventions should be encouraged.
 

Institutional Development
 

AID should use the development of the new project as a forum
 
to bring together key institutional actors, including OPRODEX,
 
the National Cooperative Council (CNC), and CCH to negotiate

their respective roles in the project. The government may want
 
to include other organizations in this discussion, including the
 
Department of Agriculture, National Resources, and Rural
 
Development (DARNAR). The logical candidate for the lead
 
institution in the new project is OPRODEX. 
include in the project resources for 
strengthening of CCH. 

However, AID should 
the insitutional 

Government of Haiti Policies 

The coffee tax question has been studied enough. It is time
 
for AID to decide whether it wishes to use project financing

leverage to require the Haitian government to act on this issue.
 
AID should insist at least on a modification of the tax,

including some reduction and a rationalization of its internal
 
structure as a condition precedent to first disbursement on the
 
new 
project. Subsequent action could be made conditional on
 
uncovering ways to obtain compensating fiscal revenues.
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INTRODUCTION
 

The Small Farmer Marketing Project (PCC) represents the
 
second major attempt by the U.S. Agency for International
 

Development, since its return to Haiti in 1973, to assist small
 
farmers through interventions in the coffee sector. The first
 

attempt was through the Small Farmer Improvement Project (PPC), 
which began in 1974 and was terminated in 1981. PCC began in 1977 
and will terminate on August 30, 1984. A third project, the 
coffee technology transfer of project, will be designed in 1984.
 

The focus of both PPC 
and PCC was on the small coffee
 
farmer. The principal objective of both projects was to increase
 

small farmer income. In PPC, greater coffee production was to
 
increase income. In PCC, cooperative coffee marketing was to
 
result in the transfer of income from exporters and
 
tspeculateurs" to 
small farmers. Although the objectives and
 
strategies of both projects were sound, most observers agree
 
that PPC failed whereas PCC has succeeded. This evaluation
 

explains the reasons for the failure of the one and the success
 
of the other and thereby provides guidance for the design and
 
implementation of the third project.
 

The evaluation was undertaken by a four-person team, three
 
from Development Alternatives, Inc. (DAI), the fourth a Haitian
 

national under direct contrast to AID/Haiti. ITne team spent two
 
weeks (December 4-17, 1983) gathering data and conducting
 

interviews in Haiti. Team members visited 10 cooperatives and
 
pre-cooperatives in three different parts of the country (the
 
southwest, southeast, and north) as well as the cooperative
 

processing plant in Port-au-Prince. (Annex B provides the team's
 
itinerary and a list of cooperatives visted). The team also
 
studied documents and files and conducted interviews at the
 
offices of the project's principal institutional actors: AID, the
 

Office of Promotion of Exportable Commodities (OPRODEX), the
 
Regional Cooperative for the Southern Region (UNICORS), the Union
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of Haitian Cooperatives (CCH), and the National Cooperative
 

Council (CNC). Oral debriefings were provided to AID and to
 

OPRODEX before the team's departure from Haiti. This report was
 

prepared at DAI offices in Washington, D.C.
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CHAPTER ONE
 

PROJECT PERFORMANCE AND DEVELOPMENT IMPACT
 

The Small Farmer Marketing Project (PCC) was conceived and 
designed during the second and third years -- 1975-1976 -- of 

implementation of the Small Farmer Improvement Project (PPC) to 
complement and build on its achievements.[l] The origins and 
purposes of PPC will therefore be reviewed to understand the 

origins of PCC. 

THE SMALL FARMER IMPROVEMENT PROJECT
 

PPC was designed to increase the productivity and income of
 
Haitian small coffee farmers. To accomplish this objective, two
 
technological packages were conceived. One involved
 
regeneration, that is, the replacement of senile coffee trees
 

with new plantings. The second involved the rehabilitation of
 
younger plantations through improved cultural practices and,
 

especially, the use of fertilizer.
 

These packages were to be developed and refined with the 
assistance of advisers from the Food and Agriculture Organization 

and extended to farmers through seven regional coffee centers 
operating under the auspices of the Office for the Promotion of 
Coffee and Exportable Commodities (IHPCADE) and the Agricultural 

Credit Bureau (BCA), both semi-autonomous agencies of the 

Miristry of Agriculture.F2] IHPCADE was responsible for the 
development of the centers, the procurement of commodities, and 

the extension of improved production techniques. BCA was 

responsible for the administration of the project's group credit 
scheme, which involved in-kind (fertilizer) and cash (for labor)
 

loans to agricultural credit societies (SACs).[3] SACs,
 
consisting usually of 7-15 members, were seen as pre

cooperatives. In addition to their group credit function, SACs
 

were also to form the basis for group extension education and,
 

later, under PCC, group coffee marketing.
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PPC had two other important components. One involved the
 

construction of approximately 100 miles of rural roads to
 

facilitate the marketing of coffee. The second was a study of the
 

impact of coffee tax rates and world market prices on producer
 

prices and the need for the establishment of a coffee price
 

stabilization mechanism.
 

THE DEVELOPMENT OF THE SMALL FARMER MARKETING PROJECT
 

AID and the Government of Haiti agreed that PPC was not
 

addressing a number of constraints to increasing small farmer
 

income. PPC dealt almost entirely with production. A new project
 

was seen as necessary to address problems in coffee processing
 

and marketing. 

With respect to coffee processing, AID and the Haitian 

government felt that a much greater effort was needed to improve 

the quality of Haitian coffee. This meant creating facilities
 

and incentives that would result in a higher percentage of wet

processed rather that, dry-processed coffee. (At the time, only 8
 

percent of Haitian coffee was wet processed.) It was felt that
 

the higher quality coffee resulting from wet processing could
 

more than double the price that Haitian coffee was fetcning at 

the time on world markets. Improvements in quality would be all
 

the more important, moreover, since PPC was expected to result in 

production increases that would attain, even surpass, the 

International Coffee Organization (ICO) quota. It also meant 

improving roads so that beans could be transported from the farm 

to the processing center within 24 hours of being picked. 

Concerning marketing, the biggest constraint was seen as 

oligopsonistic marketing practices resulting in excess profits 

reaped by a small number of private coffee exporters who worked 

with licensed "speculateurs" to suppress artificially the 

farmers' share of the world market price.[4J To break the 
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stranglehold of the exporters and speculateurs, an effort would 

be made to organize farmers into marketing cooperatives and to 

create a processing and export plant that would be owned by these 
cooperatives. SACs, created by PPC, were to form the basis of 

the coffee marketing cooperatives.
 

Impetus for the project development process, as well an
 

organizational model for the project itself, was provided when a
 

group of key personnel from IHPCADE and AID visited Jamaica in
 

January 1976 to study that country's transition from private
 

sector to cooperative marketing of coffee. The group found that,
 

until 1945, the coffee trade in Jamaica was controlled, as it is
 

today in Haiti, by private exporters and middlemen. Following the
 

close of World War II, a National Coffee Board and regional
 

washing factories were established in Jamaica. By 1976, five of
 

these factories were operating, and all coffee was exported
 

through the National Coffee Board. This transition resulted in
 

improved quality of Jamaican coffee and increased income to
 

coffee farmers.
 

The Original Design
 

As described in the project paper (submitted November 15,
 

1976) and the original grant agreement (dated August 29, 1977),
 

the purpose of PCC was to develop a coffee producers' cooperative
 

marketing network that would parallel and eventually compete with
 

the private marketing system. The principal components or
 

activities of the project are discussed below.
 

The Organization and Development of Producers' Cooperatives
 
and Pre-cooperatives
 

This activity would involve mainly cooperative education and
 
the training of cooperative managers, and it would be carried out
 

by a PCC unit to be established in IHPCADE. The IHPCADE
 

personnel who would 
make up the PCC unit would receive training
 

in cooperative education from the Agricultural Cooperative
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Service (ACS). Three person-years of technical assistance in
 

cooperative management and extension methodology would be
 

provided to ACS to strengthen its capability to carry out this
 

training and supervisory responsibility.
 

Construction of Physical Facilities for the Cooperatives
 

The grant would finance the architectural, engineering, and
 

construction costs to establish washing plants for three
 

cooperatives. (These three cooperatives would be organized from
 

SACs that had been established at the three existing coffee
 

centers established under PPC. Up to nine additional plants
 

would be financed under the terms of a loan that would be
 

negotiated at a later date.) The capacity of each plant would be
 

1,000 sacks (each sack is 60 kilograms) per year.
 

Establishment of a Working Capital Fund
 

To provide the cooperatives with start-up funds and the
 

working capital that would be necessary to finance the initial
 

year or years of processing and marketing transactions, IHPCADE
 

would establish a financial management section that would secure
 

credit for the cooperatives from local banks. A follow-on loan
 

would provide three years of technical assistance to this
 

financial management section.
 

Establishment of a National Coffee Processing Center
 

The grant would provide financing for the architectural and
 

engineeering services necessary for the planning of the National
 

Coffee Processing Center (CNCC); a follow-on loan would provide 

financing for construction. CNCC would finish the processing
 

(grading and bulking) of the washed parchment coffee received
 

from the cooperatives equipped with washing facilities, as well
 

as dried (natural) coffee received from these and other
 

cooperatives. The capacity of the proposed CNCC was left vague,
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but the range discussed was 10,000-50,000 sacks per year. CNCC
 

would also be responsible for directly exporting the processed
 
coffee on behalf of the cooperatives. CNCC would receive long
term technical assistance in coffee processing and industrial
 

management under the terms of the follow-on loan.
 

Internal Project Evaluation
 

The grant would provide short-term technical assistance to
 
help IHPCADE establish the capability to provide continual
 
monitoring and evaluation of project progress.
 

The successful implementation of these components was
 
expected to result, by the end of the project, in at least 10,000
 
sacks of a higher quality brand of coffee marketed through 12-15
 
cooperatives. In addition, it was expected that the average
 

price paid by cooperatives to farmers would be 25 percent higher
 
than the price offered by speculateurs, and that farmers would be
 

receiving 60 percent of the export price.
 

The total cost of the project was $3,205,000, of which
 
$1,005,000 was to be contributed by the Haitian government. AID's
 
contribution was to be provided in increments. The original
 

grant agreement committed only $750,000; subsequent increments
 
were to be provided subject to satisfactory progress in project
 
implementation and to mutual agreement of AID and the Haitian
 
government. The anticipated project assistance completion date
 

(PACD) was August 30, 1982.
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INITIAL IMPLEMENTATION AND PROJECT RE-DESIGN
 

The First Two Years
 

Project activities began in February 1978. 
A PCC unit was
 
established within IHPCADE with separate sections responsible for
 
planning and evaluation, cooperative education, and 
finance.
 
Objectives were 
set, and a work plan was established.[5] A base
line study was conducted to determine the number of cooperatives
 
and pre-cooperatives already in existence, their membership and
 
other relevant information, and the potential membership by area
 
as estimated through 
census data. A decision was made to
 
concentrate initial 
activites in the Jacmel/Fonds-des-Negres and
 
Changieux/Camp Perrin/Maniche areas, both of which are in Haiti's
 
southern coastal region. 
Cooperatives and pre-cooperatives in
 
these areas were inventoried concerning their needs for coffee
 
processing equipment (including drying floors, depulpers,
 
decorticators, and storage rooms.) Plans were laid to use PPC 
coffee centers in these areas for training and cooperative 

education. 

The results of the base-line survey revealed that 19
 
cooperatives and 4 pre-cooperatives were potential beneficiaries
 
of project assistance. (The project strategy was to increase
 
this number through the regrouping of SACs into pre
cooperatives.) 
 During the first year, initial contacts were made
 
with all of these groupings to explain the project. Two formal
 
seminars in cooperative formation 
were held in Fonds-des-Negres.
 
Each cooperativ..e and precooperative was then asked to nominate a
 
person who could be trained in the management of a coffee 
marketing operation. Accordingly, 23 candidates received a
 
three-month course in the management of marketing in Port-au-


Prince in summer 1979.
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From the beginning of 1978 to the end of 1979, the number of

pre-cooperatives increased from 4 to 14, and the total membership

in coffee cooperatives and pre-cooperatives grew from 5,840 to

9,675. Equipment orders had also been placed, and by the end of

1979, one hand-cranked decorticator had been delivered to a

cooperative.

With respect to other project components, little or no

progress was made during the first two years of implementation.

No action was taken to begin construction of the three coffee

washing facilities or on the architectural and engineering design

of CNCC. No long-term technical assistance was provided to

IHPCADE or to the National Cooperative Council (eNe), a

government agency under the Ministry of Planning. And no funds

had been secured from the Haitian government or from private

sources for the constitution of the revolving fund needed to

finance cooperative coffee processing and marketing.[6]

The lack of progress in these project activities resulted

from the difficulty encountered by IHPCADE in enlisting the

operation of other government agencies for such thinis as

authorizations, engineering support, and allocations of credit;

difficulties encountered by AID in identifying competent French

speaking long-term advisers for the project; and AID's second

thoughts about the disadvantages of the follow-on loan.

Re-Assessment

~he period 1979-1980 was marked by a slowdown in project

activities and a re-thinking of the desirability or feasibility

of certain project components. Three factors combined to

influence this re-thinking. One was the record of project

accomplishment. The second was a consultancy to pee effected by

the President of the Costa Ric:an Coffee Office, Dr. Alvaro
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Jimenez Castro, in January 1979. This consultancy was followed by
 

a visit of a delegation of PCC staff to Costa Rica in August-

September 1979. The third was the convening of the first Congress
 

of Coffee Cooperatives in October 1979.
 

The record of the first two years revealed that a large
 
number of cooperatives already in existence could be quickly and
 

effectively mobilized to channel their sales of coffee through a
 
cooperative network. It also revealed that the PCC staff in
 

IHPCADE were able to carry out project tasks related to
 
cooperative formation and education with little or no technical
 

assistance.
 

The consultancy of Dr. Jimenez resulted in a number of
 

recomniendations. Among the most important that:
 

* 	 IHPCADE and the project would benefit more from short
than long-term technical assistance;
 

* 	The cooperatives should be allowed, indeed encouraged, to
 
market natural coffee, not just washed coffee, to expand 
their volume;
 

* 	The cooperatives should grow coffee on their own
 
cooperative-owned plantations (perhaps 50-100 hectares 
for each cooperative) for which land would be allocated 
by 	 the state; construction of a centrally located pilot
coffee processing facility should be accelerated; and
 

* 	The creation of a federation of coffee cooperatives,

,linked to its member cooperatives and to the central
 
processing facility by a formal agreement, should be 
encouraged.
 

An 	 important step toward the creation of this federation took 
place in October 1979, when 23 coffee cooperatives sent 48
 

deleqates to a congress in Port-au-Prince. At this congress, it 
was decided to move toward the cre3tion of the federation by 
establishing a permanent secretariat of the congress, directing a 
committee to draw up federation statutes, and creating a 

cooperative bank. 
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With respect to the central processing facility, PCC did
 

attempt begining in 1979 to provide a temporary processing and
 
exporting facility for cooperatives, while awaiting AID funding
 

for the architectural and engineering studies for the permanent
 

facility. PCC rented an existing facility; provided certain
 

equipment; and hired an experienced plant manager, who had
 

previously worked for one of the large exporters, to manage the
 

facility. It became known as the Pilot Center for Cooperative
 

Coffee Exporting (CEPEC).[7] Some sales and processing occurred
 

in 1979, but contractual difficulties with the plant manager led
 

to a halt in activities for most of 1980.
 

The Project Amendment
 

By mid-1980, the Government of Haiti and AID had agreed on
 

certain shifts in project emphasis and a reallocation of
 

resources to reflect these shifts.
 

First, given the difficulties encountered by the finance
 

section of IHPCADE in obtaining working capital for. the
 

cooperatives from the private sector, it was decided that the
 

project would establish a revolving fund, to be capitalized at
 

$500,000, from the Haitian government contribution to the
 

project.
 

Second, long-term technical assistance was eliminated, but
 

funding was maintained for 35 person-months of short-term
 

technical assistance in such areas as cooperative organization,
 

marketing, financial management, and evaluation. In addition, 

provisions were made for up to 15 person-months of short-term 

training for PCC and cooperative members in such areas as 

commodity training, coffee processing, accounting, and 

cooperative organization and management. 
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Third, consonant with the Jimenez report, processing washed 

coffee was de-emphasized; the revised grant would provide funding
 

for the procurement by PCC of small coffee processing units that
 

could include dry as well as wet processing.
 

Fourth, it was decided not to proceed with the follow-on 

loan but to finance certain project components that were to be 

financed by this loan through the revised grant. The most 

important of these was CNCC, with a capacity of 10,000 sacks per 

year. The revised grant would provide full funding for the 

center, estimated at $460,000. (Land for the center would be 

purchased by the Haitian government at an estimated cost of 

$60,000. ) 

These changes were formalized in an amendment to the project 

grant agreement in December 1980.
 

Beyond those sections of the revised agreement that led to a
 

reallocation of resources, certain changes in wording reflected
 

shifts, sometimes subtle but nonetheless important, in project 

thinking. The original purpose, for example, stated that the 

small farmers coffee marketing network to be established by the 

project would "eventually compete with the existing private 

coffee marketing system."
 

In the revised agreement, the annexed project description
 

makes no reference to the network's competing with the private 

sector. Instead, emphasis appears to have been shifted toward 

the strengthening of the cooperative movement. This is reflected 

in a new clause in the revised agreement by which the government 

agrees to draw up plans for the eventual integration of PCC staff 

into the coffee producers' organizations and for the transfer of
 

control. of the coffee centers that had been established by PPC to
 

these organizations. It is also reflected in the rather modest 
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capacity proposed for the new coffee processing center. An
 

exporting capacity of only 10,000 sacks per year would not pose a
 

great threat to the private exporters whose combined capacity
 

exceeds 400,000 sacks per year; on the contrary, it would compel
 

cooperatives with excess supply to sell to the private exporters.
 

ASSESSMENT OF PROJECT PERFORMANCE
 

As of December 1983, PCC had been under implementation for
 

approximately six years from initial start-up and three years
 

from the effective date of the project amendment. This section
 

assesses the extent to which the project has achieved its
 

internal objectives. The following section examines what
 

difference the project has made for Haitian development.
 

Coffee Marketing and Farmer Incomes
 

The project's original purpose was to create a small
 

farmers' coffee marketing network that could compete effectively
 

with the existing private sector and would increase the effective
 

income of small farmers from coffee sales. Table 1 lists some
 

indicators of success for this objective, as set out in the
 

original design, juxtaposed with recent measures of project
 

performance.
 

It is clear from these data that PCC has achieved, in large 

measure, most of its objectives with respect to the creation of 

the small farier marketing network. Although no new brand of 

coffee has been created, largely perhaps because of the de

emphasis on washed coffee, the farmer cooperatives have succeeded 

in directly exporting a volume of coffee that slightly surpasses 

.he planned target. The share of the export price received by 

farmers is not substantially higher than at the beginning of the 

project, but compares well with the share -- about 46 percent -

received by farmers who sell to speculateurs. Although neither 

the share of the export price nor the price paid by ccoperatives 
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TABLE 1
 

PCC PERFORMANCE IN CREATING A
 
SMALL FARMERS' MARKETING NETWORK
 

Success Measures 	 Performance Indicators[a]
 

Small farmer coffeecooperatives In1982-83, CEPEC
 
exporting at least 10,000 sacks exported 10,299 sacks of
 
per year through cooperative- coffee.
 
owned exporting facility.
 

Price paid to farmers Price paid to farmers
 
increases from 50-60 percent ranges from 50 percent to
 
of export price. 58 percent of export
 

price.[b]
 

New brand of Haitian coffee No new brand has been
 
being exported. created.
 

Average price paid by coopera-	 Average price is 8-26
 
tives to farmers is 25 percent percent higher than
 
higher than price paid by exporter/speculateur
 
exporters/speculateurs. price, depending on the
 

cooperative and the
 
location.[b]
 

Notes:
 

a 	 The source of these data are CEPEC and PCC financial
 
reports.
 

b 	 Calculations based on following 1982-83 per pound figures: 
average export price = $1.24; average price paid by specula
teur to producer = $0.57; range of average price paid by
cooperatives to producers = $0.62-$0.72. Complete calcula
tions and assumptions are provided in Chapter Two. 
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compared with the price paid by exporters/speculateurs has
 

attained the original target, it is nevertheless clear that the
 

farmers who sell their cofree to cooperatives receive a better
 

price than those who do not.
 

The cuestion of whether farmer marketing organizations are
 

competing successfully against the pre-existing private sector
 
must be analyzed at two levels: local and 
national. Some
 

cooperatives, such as COSAR in Rendel, report that they have 
so
 

many members and have captured such a large share of the market
 

that local speculateurs are forced to raise their prices or to 
purchase coffee only in marginal areas. Other ccoperatives, such
 

as AUDECADH in Thiotte, have a smaller, virtually closed
 

membership, with the leadership often made up of larger coffee 

farmers. 
Farmers who are not members of these cooperatives must
 

sell their coffee to speculateurs, many of whom may be among the 
leadership of the cooperatives, at prices that are inferior to
 

those received by cooperative members.[8]
 

At the national level, it is not likely that the
 
exporters, at least 
not the larger ones, are greatly affected by
 

the small volume that CEPEC is exporting. (The 10,000 sacks
 
exported by CEPEC represents only 2.5 percent of Haiti's 400,000

sack annual ICO quota.) Even if CEPEC or its successor were to 
double its volume of exports in the near future, the most that is 
likely to happen is that one of the two dozen or so smaller
 

exporters would be forced out of business.
 

Farmer Organizations and the Cooperative Movement
 

During implementation, the project's purpose evolved toward
 

greater emphasis on the development of farmer organizations,
 

almost as an end in itself, rather than focusing exclusively on 

the marketing objective. This was reflected in: 

e The decision to proceed with the construction of a more 
modest coffee processing faciLity;
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" The allocation of a gre; : er amount of resources to 
cooperative formation and education; and 

" The involvement of the Union of Haitian Coffee 
Cooperatives (CCH) in project activities. 

In 1982, a PCC logical framework planning document stated that
 
the project purpose 
was "to arrive at the creation of an
 
association of coffee cooperatives grouping all co-ops in the
 
country that want to join together to market their coffee."[9J
 

The project's original output target for cooperative
 
formation seems modest compared with what has actually been
 
achieved. The original end-of-project output target was that 12
15 coffee cooperatives would market their coffee through CNCC.
 
However, at the beginning of the project, 22 farmer organizations
 
were marketing coffee. Eighteen of these organizations were
 
listed as cooperatives, although it is not clear how many of them
 
were fully registered at the time; four were listed as pre
cooperatives. 
By 1983, PCC was working with 18 cooperatives and
 
23 pre-cooperatives, 36 of which were marketing at 
least some of
 
their coffee to CEPEC. In 
addition to these local cooperatives,
 
PCC assisted in the creation of the country's first regional
 
coffee cooperative, the Regional Cooperative for the Southern
 
Region (UNICORS), as well as CCH.[10] (See Annex 
C for
 
description of UNICORS.)
 

Membership in the cooperatives expanded over the life of the
 
project even more impressively than did their number. 
 In 1978,
 
membership in the 22 existing organizations was 5,840 (of which
 

291 in the pre-cooperatives.) By the end of 1982 (the last year 
for which these data exist), total membership was 16,317 (of 
which 3,345 in the pre-cooperatives.) (See Tables 2 and 3.) 
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• The allocation of a gre;: er amount of resources to
cooper~tive formation and education; and

• The involvement
Cooperatives (CCH)

of the Union of Haitian
in project activities.

Coffee

In 1982, a PCC logical framework planning document stated that

the project purpose was "to arrive at the creation of an

association of coffee cooperatives grouping all co-ops in the

country that want to join together to market their coffee."[9J

The project's original output target for cooperative

formation seems modest compared with what has actually been

achieved. The original end-of-project output target was that 12

15 coffee cooperatives would market their coffee through CNCC.

However, at the beginning of the project, 22 farmer organizations

were marketing coffee. Eighteen of these organizations were

listed as cooperatives, although it is not clear how many of them

were fully registered at the time; four were listed as pre

cooperatives. By 1983, PCC was working with 18 cooperatives and

23 pre-cooperatives, 36 of which were marketing at least some of

their coffee to CEPEC. In addition to these local cooperatives,

PCC assisted in the creation of the country's first regional

coffee cooperative, the Regional Cooperative for the Southern

Region (UNICORS), as well as CCH.[lOJ (See Annex C for

description of UNICORS.)

Membership in the cooperatives expanded over the life of the

project even more impressively than did their number. In 1978,

membership in the 22 existing organizations was 5,840 (of which

291 in the pre-cooperatives.) By the end of 1982 (the last year

for which these data exist), total membership was 16,317 (of

which 3,345 in the pre-cooperatives.) (See Tables 2 and 3.)
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TABLE 2
 

EVOLUTION IN THE MEMBERSHIP OF COFFEE COOPERATIVES,
 

1978-1982
 

Membership Growth
 

Name of Cooperative 1978 1982 %
 

AUDECADH 18 232 1,189
 

COFUMO 50 151 202
 

COOPACVOD 35 90 157
 

NOCAT 30 199 563
 

NOUHA 43 132 207
 

CACEM 110 112 2
 

CACGAVA 143 355 148
 

COSAITEC 198 225 14
 

AUDMAJAC 192 257 34
 

CATI 215 750 249
 

CATOUL 183 800 337
 

CACVA 500 1,000 100
 

COCAM 540 650 20
 

CACRAN 300 554 85
 

CADA 700 900 29
 

COCAES 695 2,700 288
 

CAVDAC 840 1,030 23
 

COSAR 757 2,835 275
 

TOTAL 5,549 12,972 134
 

N.B.: Not all of these cooperatives were legally registered in
 
1978, but by 1982 all were fully registered as coffee co
operatives.
 

Source: PCC.
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TABLE 2

EVOLUTION IN THE MEMBERSHIP OF COFFEE COOPERATIVES,
1978-1982

Membership Growth

Name of Cooperative 1978 1982 %

AUDECADH 18 232 1,189

COFUMO 50 151 202

COOPACVOD 35 90 157

NOCAT 30 199 563

NOUHA 43 132 207

CACEM 110 112 2

CACGAVA 143 355 148

COSAITEC 198 225 14

AUDMAJAC 192 257 34

CATI 215 750 249

CATOUL 183 800 337

CACVA 500 1,000 100

COCAM 540 650 20

CACRAN 300 554 85

CADA 700 900 29

COCAES 695 2,700 288

CAVDAC 840 1,030 23

COSAR 757 2,835 275

TOTAL 5,549 12,972 134

N.B.: Not all of these cooperatives were legally registered in
1978, but by 1982 all were fully registered as coffee co-
operatives.

Source: PCC.
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TABLE 3
 

EVOLUTION IN THE GROWTH AND MEMBERSHIP
 

Name of 

Pre-Cooperative 


Paillant 


Aux Pins 


Virgile 


Nippes 


Camdec 


COCAMUC 


Palmes 


COAk 


CRUDES 


Nan Patate 


Colin 


COCAB 


Bortrand 


COLAME 


COCPAP 


COCAPEC-8 


Haut Fougue 


COCAFU 


COCAFON 


MANAM 


CONALD 


CAVDVAS 


La Montagne 


TOTAL 


Source: PCC.
 

OF COFFEE PRE-COOPERATIVES
 

1978-1982
 

Membership
 

Year First Growth Since
 
Founded Year 1982 First Year
 

(%)
 

1981 32 29 -9
 

1981 46 202 339
 

1981 52 52 0
 

1981 60 202 237
 

1981 71 202 185
 

1981 80 106 33
 

1981 177 202 14
 

1980 238 903 279
 

1979 35 63 80
 

1979 40 58 45
 

1979 30 60 100
 

1979 40 127 218
 

1979 55 75 36
 

1979 62 96 55
 

1979 67 29 -57
 

1979 67 101 51
 

1979 80 122 53
 

1978 67 180 169
 

1979 60 68 13
 

1978 42 75 79
 

1978 129 300 133
 

1978 53 53 0
 

1981 40 40 0
 

1,623 3,345 106
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TABLE 3

EVOLUTION IN THE GROWTH AND MEMBERSHIP
OF COFFEE PRE-COOPERATIVES

1978-1982

Membership

Name of Year First Growth Since
Pre-Cooperative Founded Year 1982 First Year

( %)

Pai11ant 1981 32 29 -9

Aux Pins 1981 46 202 339

Virgi1e 1981 52 52 0

Nippes 1981 60 202 237

Camdec 1981 71 202 185

COCAMUC 1981 80 106 33

Pa1mes 1981 177 202 14

COAl' 1980 238 903 279

CRUDES 1979 35 63 80

Nan Patate 1979 40 58 45

Colin 1979 30 60 100

COCAB 1979 40 127 218

Bortrand 1979 55 75 36

COLAME 1979 62 96 55

COCPAP 1979 67 29 -57

COCAPEC-8 1979 67 101 51

Haut Fougue 1979 80 122 53

COCAFU 1978 67 180 169

COCAFON 1979 60 68 13

MANAM 1978 42 75 79

CONALD 1978 129 300 133

CAVDVAS 1978 53 53 0

La Montagne 1981 40 40 0

TOTAL 1,623 3,345 106

Source: PCC.
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Another indicator of the strength of the cooperative
 

movement is in the diversification of cooperative activity. Most
 

of the pre-cooperatives 
(all but three) were single purpose
 

coffee marketing organizations; most of the full cooperatives
 

(also all but three), however, were multi-purpose. Some of the
 

strongest cooperatives, 
 such as those in the UNICORS
 

confederation, had as 
many as 10 different activities, some of
 

which were even more profitable than coffee marketing. (See
 

Table 4.) By definition, all the cooperatives and pre

cooperatives marketed coffee for their members. 
Following coffee
 
marketing, the most frequently observed secondary activities were
 

processing and storing food products (grains, potatoes, etc.) 
and
 

managing cooperative stores and farms.
 

As one might expect, the pre-cooperatives and some of the
 

younger cooperatives were on shaky organizational and financial
 

footing. But most of the older cooperatives that the team
 

visited were financially sound, even when the various subsidies
 

that most were 
receiving were factored out of the calculations.
 

Most of these older cooperatives were also active and dynamic
 
organizations, as indicated by regular meetings with large
 

attendance, regular elections, a rotation of leadership, and a
 

high percentage of paid-up subscriptions. Whereas some of these
 

organizations leaned heavily in the beginning on outsiders for
 

guidance and leadership, most now are able to function without
 

outside assistance. (A detailed analysis of cooperative
 

organization and financial viability is presented in Chapter
 

Two.)
 

Perhaps PCC's most active role has 
been in cooperative
 

education and training of cooperative leaders. Table 5 shows
 

that since 1978 PCC has organized 13 seminars on cooperative
 

education or cooperative management for 782 cooperative leaders 

or 
members. In additior, the project has sponsored two courses 

in cooperative management and marketing for 46 individuals who 
were nominated by the farmer organizations as potential 

cooperatives managers. PCC has employed eight of these
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Another indicator of the strength of the cooperative

mov~ment is in the diversification of cooperative activity. Most

of the pre-cooperatives (all but three) were single purpose

coffee marketing organizations; most of the full cooperatives

(also all but three), however, were mUlti-purpose. Some of the

strongest cooperatives, such as those in the UNICORS

confederation, had as many as 10 different activities, some of

which were even more profitable than coffee marketing. (See
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marketing, the most frequently observed secondary activities were

processing and storing food products (grains, potatoes, elc.) and

managing cooperative stores and farms.

As one might expect, the pre-cooperatives and some of the

younger coopera ti ves were on shaky organizat iona 1 and financial

footing. But most of the older cooperatives that the team

v isi ted were financially sound, even when the var ious subsidies

that most were receiving were factored out of the calculations.

Most of these older cooperatives were also active and dynamic

organizations, as indicated by regular meetings with large

attendance, regular elections, a rotation of leadership, and a

high percentage of paid-up subscriptions. Whereas some of these

organizations leaned heavily in the beginning on outsiders Eor

guidance and leadership, most now are able to function without

outside assistance. (A detailed analysis of cooperative

organization and financial viability is presented in Chapter

Two. )

Perhaps PCC's most active role has been in cooperative

education and training of cooperative leaders. Table 5 shows

that since 1978 PCC has organized 13 seminars on cooperative

education or cooperative management Eor 782 cooperative 1euders

or members. In additioll, the project has sponsored two courses

in cooperative munilgement ilnd marketing for 46 indivicluLlls who

were nominated by the farmer organizations as potential

cooperatives managers. pec has employed (~ight of these
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TABLE 4
 

DIVERSIFICATION OF COFFEE COOPERATIVE AND
 

Activity 


Coffee marketing 


Farm 


Store 


Transportation 


Processing 


Woodworking 


Beekeeping 


Sewing 


Livestock 


Education 


Storage 


Blacksmithing 


Crafts 


Marketing of
 
other products 


Source: PCC.
 

PRE-COOPERATIVE ACTIVITIES 

Number of Number of 

Cooperatives Pre-Cooperatives Total 

18 23 41 

8 - 8 

10 2 12 

3 1 4 

10 10 

1 1 

2 2 

7 - 7 

- 1 1 

2 - 2 

8 8 

1 1 

3 3 

1 1 
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TABLE 4

DIVERSIFICATION OF COFFEE COOPERATIVE AND
PRE-COOPERATIVE ACTIVITIES

Activity

Coffee marketing

Farm

Store

Transportation

Processing

Woodworking

Beekeeping

Sewing

Livestock

Education

Storage

Blacksmithing

Crafts

Marketing of
other products

Source: PCC.

Total

41

8

12

4

10

1

2

7

1

2

8

1

3

1



TABLE 5
 

PCC TRAINING ACTIVITIES, 1978-1982
 

Number of 

Date Nature of Training Location Training Trainees 

April 1978 Cooperative Education Fonds des Negres Extension Agents 30 

April 1978 Cooperative Education Fonds des Negres Pre-cooperative Leaders 90 

June-August 1979 Cooperative Management Port-au-Prince Cooperative Manager 23 
and Marketing Candidates 

February 1980 Cooperative Management Changieux Cooperative Leaders 31 

March 1980 Plaisance du Sud 54 

March 1980 Marigot (Macary) 51 

March 1980 Fond Jn-Noel 90 

March 1980 Marbial N 55 

March 1980 Ravine Normande 20 

March 1980 Fonds des Negres 90 

September 1980 Fonds des Negres Cooperative Leaders 48 

July 1981 Dondon Cooperat.ve Leaders 90 

April-July 1981 Cooperative Management and Port-au-Prince Cooperative Manager 23 
Marketing Candidates 

September 1981 Cooperative Education Fonds-des-Negres Cooperative Leaders 23 

August 1981 Cooperative Education Beaumont Pre-cooperative Leaders 110 

TOTAL 828 

Source: PCC records. 
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June-August 1979 Cooperative Management Por".:-au-Prince Cooperative Manager 23
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March 1980 Plaisance du Sud " 54

March 1980 Marigot (Macary) " 51

March 1980 Fond In-Noel to 90

March 1980 • Marbial • 55

March 1980 • Ravine Normande " 20
'"~

March 1980 Fonds des Negres 90

September 1980 Fonds des Negres Cooperative Leaders 48

July 1981 Dondon CooperaLve Leaders 90

Apl:il-July 1981 Cooperative Management and Port-au-Prince Cooperative Manager 23
Marketing Candidates

September 1981 Cooperative Education Fonds-des-Negres Cooperative Leaders 23

August 1981 Cooperative Education Beaumont Pre-cooperative Leaders 110

TOTAL 828

Source: PCC records.
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individuals to help manage nascent cooperatives, or to serve as

regional pee representatives or in other project-related

functions. Several other participants in these courses have been

engaged directly by the cooperatives, usually to assist with

cooperative bookkeeping and accounting.

Two events occurred during the life of the project that

catalyzed and strengthened the cooperative movement. One was the

establishment of CCH in 1979. The other was the revival of CEPEC

under new management in 1981. The establishment of CCH

represented the first time that coffee farmers were organized on

a national basis, giving them the potential to represent their

interests with one voice. Moreover, the revival of CEPEC occurred

with the understanding that the processing facility would be

controlled eventually by CCH, thus giVing the national

cooperative a great deal of potential economic power. The

importance of CEPEC to the project and to the coffee cooperatives

is reflected in the rapid increase, in just three years, of the

volume of its processing and exporting of coffee. In its first

year of renewed operations, 1981, CEPEC exported 2,224 sac1;ts of

coffee; two years later, CEPEC exports had risen to 10,299 sacks.

(A detailed analysis of the operations and financial viability of

CEPEC is presented in Chapter Two.)

Thus, coffee marketing cooperatives are much stronger, in

terms of numbers, organization, and financial viability, than

they were at the beginning of the project. To the extent that

this strengthening is a result of project activities -- it is

difficult to determine how much of this strengthening would have

occurred without the project -- it represents the most salient

and positive accomplishment of PCC.



--

i 

23 

Processigq Facilities
 

~The project as~ revised in 1l981 de-emphasized washing 
facilities,-but budgeted 147,0OOO (of hich $20,000 was fo h 
Haitian govYernmen~t contribution)forprocessingeqimnfo 

4ndividu~al cooperatives. IIn particular, hand-crankedj de'pulpers > 

~$%~and hullers were mentioned.~ By the end" f l'982,'lOO0hand cranked4 
I~hullers an 23 hand-cranked deupes 'plusl17motor-~driven 

hullers or depulpers, had beerk"distributed~by- the ,project to
1
 
4various cooperatives. In adiinthe architectural and 
eninerngwrkha be completed, and construction had $begun4~ 
on a regional'processing facility at Marbial. hQyc 

At- the, time, of the- evalutitiori, the, architectural and 
engin igwork shad also been 'Cmlee for the new central 

prcesigfacility in ;Port-au-Prince.- Proposals had beenz-~h 
~2~requested - from six 1pre-qualified construct7ion firms .for thw 

construction of the factory.' According to the, PCC engineer in~, 
the 0office oQf Promotion o'f Exportable Comm~odities (OPRODEX), the 
factory will be, built, in> seven months following selection of the 4 ~~' 

contractor.[113 

Other Project Activites and Accomplishmnents -. 4-4,< 

To date, no progress has ben made 4in securing privte~'I44 i
fudn o CEPEC or fo h oprtvs Howevert the-4 

>4,4''V~governmnent has released $460,000 of the $5O00O budgeted for 

CEPE wor--king capital. -The release of these funds, which< 
ocre in two inrmnsin 1981, and 1982o, was. criti~cal in 
enabling141CEPEC topurchase and process_ coffee from the'~4
 

co-~'--~'"operatives,- - ' -~ ~ -'I ~- ~-~---- 4 ' "4 ~ ~ 4 

14Plannin and evaluatio'n for PCC within OPRODEX appears to 

have functi3.oned1 rea~soal well withu tehia sitne A 
study 'of OPRODE,4'PCC files revealed1 that 1 workpln had been
 

dan up for most project years and thtana seset of
 
woracop~ished had been carried out at the end 1of thie year.
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Processing Facilities

The project as revised in 1981 de-emphasized washing

facilities, but bUdgeted $147,000 (of which $20,000 was from the

Haitian government contribution) for processing equipment for

indi vidual cooperatives. In particUlar, hand-cranked depulpers

and hullers were mentioned. By the end of 1982, 100 hand-cranked

hullers and 23 hand-cranked depulpers, plus 17 motor-driven

hullerd or depulpers, had been distributed by the project to

various cooperatives. In addition, the architectural and

engineering work had been completed, and construction had begun

on a regional processing facility at Marbial.

At the time of the evaluation, the architectural and

engineering work had also been completed for the new central

processing facility in Port-au-prince. Proposals had been

requested from six pre-qualified construction firms for the

construction of the factory. According to the PCC engineer in

the Office of Promotion of Exportolble Commodities (OPRODEXl. the

factory will be built in seven months following selection of the

contractor. [11 J

Other Project Activities and Accomplishments

To date, no progress has been made in securing private

funding for CEPEC or for the cooperatives. However, the

government has released $460,000 of the $500,000 budgeted for

CEPEC working capitaL The release of these funds, which

occurred in two increments in 1981 and 1982, was critical in

enabling CEPEC to purchase and process coffee from the

cooperatives.

Planning and ovaluation for PCC within OPRODEX appears to

have functioned reasonably weLl without technicaL assistance. A

study of OPRODEX/PCC files revealed that work plans had been

drawn up for most project years and that AnnUAl dssessments of

work accomplished had been oarried out at the end of the year.
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There .appears to be, no formal<mechan~ism by which4 .. imppr~t nt 
infrmaionpases romonesection of PCC to the other. h 

Sstaf f is small, however,4 and it may be that informal channel&s of 
communication sand decision-making work bests within tLhis type of 
~office. ~-
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confront) concerns the mechanisms and timetable for the passage ofi 

,~45,4N'<---control of cooperative cof fee mark~eting, in particular, control '~~ 

of the, new processing facility, from OPRODEX/>PCC to CCi. At 
44 least two dates were mentioned in various pang oumentso but
 

both have p'assed by. -At'present, the prjc ishavl 
subsidizing CEPEC operations;4 the extent to which the' new factory 
will require subs'idization is uncertain. The objective in the' 4 4 

Brevised design that PCC staff eventually be' transferred from 
AOPRODEX to CCII seems untenable. The k~ey staff of PCC are also<~ 

the key staff of OPRODEX, so that this transfer would in effect 
- 4remove senior department heads from OPRODEX. :These department. 

heads, moreover, are,all civil servants whose remuneration under
 

PCC represents *a su plmn oternormal cvlsevc
 
4salaries. 
 These individuals have little incentive to abandon. 
the secu~rit~y of civil service employment to work full-time fori A 
CCII.
 

4, 4Project Finances
 

$3,429,000O. Of this total, $1,200,000 was to be provided as 
a 
,:'41444,4grant-from 
 AID. The remainder,.$2900, ws to, be'poieby-
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There appears to be no formal mechanism by which important

information passes from one section of pee to the other. The

staff 1s small, however, and it may be that informal channels of

communication and decision-making work best within this type of

office.

One of the biggest issues that the project has yet to

confront concerns the mechanisms and timetable for the passage of

control of cooperative coffee marketing, in particular, control

of the new processing facility, from OPRODEX/PCC to eCHo At

least two dates were mentioned in various planning documents, but

both have passed by. At present. the project is heaVily

subsidizing CEPEe operations; the extent to which the new factory

will reqUire subsidization is uncertain. The objective in the

revised design that PCC staff eventually be transferred from

OPRODEX to CCH seems untenable. The key staff of PCC are also

the key staff of OPRODEX, so that this transfer would in effect

remove senior department heads from OPRODEX. These department

heads. moreover, are all civil servants whose remuneration under

PCC represents a supplement to their normal civil se~vice

salaries. These individuals have little incentive to abandon

the security of civil service employment to '"ork full-time for

CCH.

Project Finances

The project budget as revised in the 1980 amendment was

$3.429.000. Of this total. $1,200.000 was to be provided as a

grant from AID. The remainder, $2,229,000. was to be prOVided by

the Haitian government from the local currency generations of

P.L. 480 Title I commodity sales.

Table 6 compares the grant budget with the actual amount of

grant expenditures as of June 30. 1983. Only $124.000 of the

total grant budget had actually been spent 8S of that date.

Expenditure shortfalls can be eeen in every bUdget category, but

the largeet one is In construction. ~ocording to the ~ID PCC

http:shoni.rf
http:44M.93.ol
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TABLE 6 

AID GRANT: BUDGET AND EXPENDITURES 

Item Budget[a] 

Technical Assis

tance $280,000 

Training 72,000 

Equipment 127,000 

Vehicles 180,000 

Coffee processing 
Facility 460,000 

Contingency infla
tion 81,000 

Total $1,200,000 

Expenditures[b] 

$41,000 

45,000 

-

33,000 

5,000 

-

$124,000 

Remaining 

$239,000 

27,000 

127,000 

147,000 

455,000 

81,000 

$1,076,000 

Notes: 

a Grant amendment 12/2/80. 

b As of 6/30/83. 
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TABLE 6

AID GRANT: BUDGET AND EXPENDITURES

Vehicles 180,000

Training 72,000

Equipment 127,000

Item Budget[a] Expenditures[b] Remaining

$41,000 $239,000

45,000 27,000

127,000

33,000 147,000

5,000 455,000

81,000

$124,000 $1,076,000$1,200,000Total

Technical Assis-
tance $280,000

Contingency infla-
tion 81,000

Coffee processing
Facility 460,000

Notes:

a Grant amendment 12/2/80.

b As of 6/30/83.
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project manager, the cost estimate for the construction of the 

new coffee processing factory is now $480,000. Another $242,000
 

has been earmarked for equipment and $100,000 for vehicles for
 

the factory. Total new expenditure requirements to PACD are
 

estimated at $842,000.
 

Table 7 compares the budget for the Government of Haiti 

contribution to PCC with the actual amount of expenditures 

through September 1983. The total amount so far spent is 

$1,829,000, leaving $400,000 for the remaining year of the 
project. Since average government project expenses for past 

years have been below $300,000, this remaining total should be 

sufficient to cover normal expenses until PACD.
 

Table 7 also shows that the largest single government budget
 

category is for project personnel. About one quarter of the
 

personnel line item is used to salaries at CEPEC.pay Most of 

the rest is for salary supplements for the government civil 

servants who make up the staff of PCC in OPRODEX. In some cases, 

these salary supplements actually exceed the individual's.base 

salary. The salience of these salary subsidies and top-offs
 

within the project budget raises difficult questions about the 

ability of the project to sustain itself after PACD. This issue 

will be treated in more detail in a subsequent section.
 

DEVELOPMENT IMPACT
 

The preceding section shows that PCC accomplished many of 

its objectives. However, the accomplishment of the internal 

objectives of a project may not necessarily lead to development.
 

In fact, it may at times even have an adverse effect on
 

d velopment. Conversely, it is possible that, through unfo-eseen 
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project manager, the cost estimate for the construction of the

new coffee processing factory is now $480,000. Another $242,000

has been earmarked for equipment and $100,000 for vehicles for

the factory. Total new expenditure requirements to PACD are

estimated at $842,000.

Table 7 compnres the budget for the Government of Haiti

contribution to PCC with the actual amount of expenditures

through September 1983. The total amount so far spent is

$1,829,000, leaving $400,000 for the remaining year of the

project. Since average government project expenses for past

years have been below $300,000, this remaining total should be

sufficient to cover normal expenses until PACD.

Table 7 also shows that the largest single government budget

category is for project personnel. About one quarter of the

personnel line item is used to pay salaries at CEPEC. Most of

the rest is for salary supplements for the government civil

servants who make up the staff of PCC in OPRODEX. In some cases,

these salary supplements actually exceed the individual's.base

salary. The salience of these salary subsidies and top-offs

within the project budget raises difficult questions about the

ability of the project to sustain itself after PACD. This issue

\V ill be trea ted in more de ta i lin a subsequent sect ion.

DEVELOPMENT IMPACT

The preceding section shows that PCC accomplished many of

its objectives. However, the accomplishment of the internal

objectives of a project may not necessarily lead to development.

In fact, it may at times even have an adverse effect on

dC'velopment. Conversely, it is possible that, through unfo ~eseen
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TABLE 7
 

HAITIAN GOVERNMENT CONTRIBUTION:
 

BUDGET AND EXPENDITURES
 

Item Budget(a] Expenditurestb] Remaining
 

PCC Staff $1,426,000 $812,852 $613,148
 

Revolving Fund 500,000 460,000[c] 40,000
 

Equipment 20,000 172,359 (152,359)
 

Land Cost 60,000 57,927 2,073
 

Contingency/Infla
tion/Other[d] 223,000 325,659 (102,659)
 

Total $2,229,000 $1,828,797 $400,203
 

Notes:
 

a Grant amendment 12/2/80.
 

b As of 9/30/83.
 

c Was not listed as separate line item but was assumed to be included
 
under real property (immobiliers).
 

d Mainly travel, office equipment, rent, and electricity for CEPEC.
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circumstances, a project can contribute a great deal to
 

development even if few of its internal objectives are achieved.
 

AID's two major projects in the coffee sector, PPC and PCC, have
 

not been without development consequence.
 

Production
 

The principal objective of PPC was to increase coffee
 

production. This was to be achieved by the introduction of
 

improved coffee production techologies to small farmers. In PCC,
 

increased production was to be an indirect outcome of the
 

project. An increase in the producer price would, it was hoped,
 

provide an incentive for farmers to grow more coffee.
 

These production objectives have not been achieved. While
 

coffee prices were at record highs, some farmers took advantage
 

of subsidized credit packages to adopt temporarily PPC's
 

productivity-increasing technologies. This explains why one
 

evaluation, conducted while PPC was being implemented, recorded
 

substantial increases in production among those who adopted the
 

technological package.[12] But PPC did not create the conditions
 

necessary to sustain extension, credit, and input delivery
 

services. As a result, when prices fell and external assistance
 

was withdrawn, all but a handful of farmers discontinued the use
 

of fertilizer and the application of other components of the
 

improved package.
 

Several explanations can be advanced for the failure of PPC:
 

First, the technological package itself, while generally
 
sound for the production of coffee, was not particularly
 
well suited to Haitian farmers, for whom coffee growing
 
is only one among a number of agricultural and non
agricultural activities.
 

* 	 Second, the technology delivery mechanisms, involving a
 
complicated coordination of input procurement and
 
delivery, extension, and group credit, placed too great a
 
burden on fragile and inexperienced government service
 
organizations.
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e 	 Third, there existed no local organizational base among 
farmers for receiving, evaluating, and utilizing the 
inputs and services proffered; the project's top-down 
attempts to create these types of organizations (SACs)
 
could not be expected to outlast the project itself.[13]
 

There are several possible explanations for the ahsence of
 

an observed production effect in PCC. One may be simply that PCC
 

farmers have been receiving the benefits of cooperative coffee
 
marketing for so little time (three years or less) that the
 

supply-side effects of their increased income may not have had
 

time to occur. Another reason may be the recent decrease in the
 

producer price of coffee relative to the producer price of other
 

agricultural commodities, especially beans; 
this may have caused
 

some farmers to switch land or labor inputs away from coffee. A 
more likely explanation, however, is that most farmers are 

already producing coffee at optimal levels given their knowledge 

of improved practices, their access to inputs, and the 
opportunity costs of a greater investment of time or resources in
 

their coffee plantations; until these conditions change, no
 

increase in production can be expected.
 

One important caveat to the preceding observation should be
 
introduced. The evaluation 
team observed that some cooperatives 

were interested in, or had already begun, cultivation of coopera

tive plantations. Many of the cooperatives the - visited were
 

of 	sufficient financial and organizational soundness that they 

might well serve as effective vehicles for receiving and
 

utilizing production-increasing technologies. The use of these 
technologies could subsequently spread to the members' individual 

plantations.
 

Income Distribution
 

Since PPC had no lasting effects on production iii most 
areas, it also had no 
lasting effects on the distribution of 

income. One exception to this probably occurred in Thiotte, 

where, even before PPC began, coffee was grown on relatively 
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large plantations using improved techniques. PPC, however, made
 
fertilizer and knowledge of improved cultural practices available
 
to farmers who, by Haitian standards, were relatively wealthy.
 

The team observed that some of these 
farmers were continuing to
 
use 
fertilizer and to enjoy increased output and, presumably,
 

increased income. A probable negative 
effect of PPC, therefore,
 
was to increase the 
income disparity between relatively wealthy
 

farmers and poor farmers.
 

In contrast, 
PCC has had a direct effect in reducing income
 
disparities. A principal outcome of PCC has been the 
transfer of
 
profits from exporters and speculateurs to farmers. This has
 
occurred through the payment by CEPEC of 
quality bonuses to
 
cooperatives, which can increase the price farmers receive up 
to
 
14 percent above the average price offered by speculateurs, and
 
through the patronage refunds of cooperative to their members. So
 
far this effect has been localized and has not had a significant
 

impact on a national scale. But the success of the system on a
 
small scale would seem to indicate that it can be replicated and
 

expanded throughout Haiti.C14]
 

Institution-building and Human Resource Development
 

The experiences and outcomes of PPC and PCC provide valuable
 
lessons in what 
constitutes effective institution-building stra

tegy in a country such as Haiti.
 

In a smallholder production project, 
it is vital to channel
 
inputs and extension activities through viable farmer
 
organizations. PPC attempted to create farmer organizations 

where none existed. This top-down approach is almost always 
bound to fail.E15] PCC, in contrast, worked largely with 
existing farmer organizations that participated in 
negotiations
 

concerning the extent and type of assistance they desired and the
 
terms of that assistance. 
 PPC offered a standard technological
 
package in a uniform manner to farmer groips that were created by
 
the project and whose only raison d'etre was to receive project
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inputs. Neither in the design nor during the implementation of
 

the project did PPC farmers have any role in deciding what the
 

contents of the technological package would be or how it would be
 

extended.
 

PCC farmers, in contrast, have been able, through the
 

strength and influence of their cooperatives, to participate
 

directly in decisions that affect them. Cooperatives selected
 

from among their communities, for example, the individuals who
 

received PCC training in cooperative marketing and management.
 

They chose the types of coffee processing equipment they obtained
 

from the project. And they decided whether to market their
 

coffee and other commodities to CEPEC or to speculateurs. The
 

price at which CEPEC purchases coffee from the cooperatives is
 

still established by OPRODEX. When control of CEPEC passes from
 

OPRODEX to CCH, however, coffee farmers will, through their
 

national cooperative, be able to set their own internal sales
 

prices as well.
 

Because PPC farmer organizations were created by. the
 

project, most disappeared with the withdrawal of its external
 

financing. However, because most of the cooperatives that PCC is
 

working with existed before it began, there is no reason to
 

believe that cease exist when PCC ends. On
they will to the
 

contrary, most should be strengthened by their participation in
 

PCC activities.
 

Government Policy
 

An assumption was made in the design of both PPC and PCC
 

that certain changes in government coffee pricing and tax poli

cies might help achieve project objectives. Specifically, it was
 

felt that elimination or reduction of the government export tax
 

on coffee would cause producer prices to increase, thereby
 

creating an incentive for greater production. It was also felt
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that the establishment of a price stabilization fund could
 

mitigate the severe seasonal and annual price fluctuations that
 

constituted, it was perceived, a disincentive to increased farmer
 

investment in coffee.
 

Two major studies of these subjects were sponsored, one each
 

under PPC and PCC.[16] The first study, carried out in 1976,
 

found that lowering the export tax would be desirable in the long
 

run, but that an immediate tax reduction would be ineffective 

because of the low price elasticity of supply for coffee in 

Haiti. The 1976 study did propose, however, that a larger share 

of the government coffee tax revenues be used to assist coffee 

farmers by, for example, creating a price stabilization fund. 

The second study, carried out in 1982, recommended that the 

coffee tax be eliminated on equity grounds; it did not address
 

the price stabilization issue.
 

The Haitian government has taken no action on either of
 

these policy issues for a number of reasons. First, the coffee
 

tax is a lucrative and administratively convenient source of
 

government revenues. Elimination of the tax would decrease
 

government revenues by 10 percent. Until it is determined how
 

this loss in revenue can be compensated, at no increase in
 

political or administrative cost, the government can be expected 

to turn aside suggestions for tax reform.
 

Second, the establishment of the stabilization fund would 

entail creating a new element in tie government bureaucracy and 

thus would increase recurrent costs. At a time when the 

International Monetary Fund is pressuring the government to 

reduce costs, it is not likely to look favorably on the creation 

of the stabilization fund. Third, AID has not attempted to use 

project financing as leverage to force consideration of these 

policy changes. The projects required study of the issues, but 

did not tie project funding to any specified set of changes. AID 
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has held periodic discussions of these issues with government

officials, but it seems clear that the government will not move

on either of these policies until the ~ight combination of policy
alternatives and incentives is established.

NOTES

1 The acronym pee, which shall be used throughout this reporc,
derives from the French title of the project "Pro jet de
Commercialisation Cafeiere." PPC refers to "Projet de
Product ion Cafeiere."

2 IHPCADE was transformed in 1981 into OPRODEX, and its parent
ministry was changed to the Ministry of Commerce. eeA is a
semiautonomous financial institution, under the Department
of Agriculture, Natural Resources, and Rural Development
(DARNDR). eeA has been mandated by the Hait.ian government
to make credit available for rural and agricultural develop
ment.

3 SACs are groups of
the guidance of
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from farmers and sells it to a processing plant or an
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who lends cash to a farmer in return for a promise of future
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exchange for a promise to deliver coffee, at a future date,
to the processor or exporter. Because it does not translate
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8 ceSAR has the largest membership -- 2,800 -- of any coffee
cooperative in Haiti. In 1982-83, it sold 106,000 pounds of
coffee to CEPEC. AUDECADH membership is only 232. In 1982
83, it sold 211,000 pounds of coffee to CEPEC. Data are not
available on total production or sales in the COSAR or
AUOECADH areas.

9 In French: uArriver a Ia creation d'une Association des
cooperatives cafeieres groupant toutes les co-ops du pays
qui voudraient s'y affilier pour commercialiser leur cafe."

10 UNICORS is composed of seven cooperatives or pre
cooperatives; it is the first registered regional coffee
cooperative in Haiti.

11 OPRODEX is a semiautonomous agency of the t-1inistry of
Commerce; it is directly responsible for the implementation
of PCC.

12 See Samuel R. Daines, "Impact Evaluation of the Haiti Small
Farmer Improvement Project, to USAID contract no. AID/otr-C
1377, Washington, D.C., 1979.

13 A more detailed analysis of the failure of PPC is provided
in Annex A.

14 The potential impact of cooperative coffee marketing on the
revenues of large exporters has not escaped the attention of
at least one of these exporters whose pseUdonymous article
in a 1982 issue of a Haitian daily newspaper virulently
criticized AIDts decision to finance the construction of the
cooperative processing and exporting plant. See ttSoyons
Serieux," by Resnet Tetnneb.

15 See Elliott
Development.

lo1orss, et al. Strategies for Small Farmer
(Boulder, Colorado: Westview--Pres~--1976T~---

16 JWK International, "Agricultural Policy Studies in Haiti:
Coffee," September 1976: and Capital Consult S.A., "An
Analysis of the Haitian Coffee Sector: Towards New Pollcy
Directions." July 1983.



CHAPTER .rWb0
 

ISSUES-ANALYSES
 

~THE VIABILIITY OF HAITIAN COFFEE COOPERATIVES K
 

~Historical Perspective 
, 

The lfirst cooperative~ enterprises in Haiti were established
 
P~in the 190,a result of church influence. Most of the early
 

coopratves ereproduction or credit' organizations-. For a 
varity ofraosrel~ated to the Haitian eooy oiiin 

and ultremostof he arly cooperatives did not surviv
 
those that did had little impact on Haitian life. -In moerecen
 

~~years, tw ye o opraie -credit unions4 and marketing 
coopraties-b-- have :come into existnce.~ Many ofthe~ mark~eting 

coperatives~ weeo dfo h emesi fpeeitn 
credit unions, and the tw4o 4are often found work~ing together. ~In 
1982 CNC estimated that ther~e were i60 credit unions i.n Haiti. Of 
4the nine coffee cooperatives the evaluation team visited, sixi 

had 2some type of credit union activity'iavailable to membersIn
 
~several instances, such as the coopeLratives at ~Pilate and Rendel,


V,4 

Sthe credit unions played 2a criti&cal role in developing the 
coeratives of which'they,,are now an integral L .part. 

4The--first. coffee marketing cooperatives appeared in Haiti in
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CHAPTER TWO

ISSUES ANALYSES

THE VIABILITY OF HAITIAN COFFEE COOPERATIVES

Historical· Perspective
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drying and create revolving £unds. As a result of financial

management difficulties, however, the former remained in debt to

seA from 1961 until 1977, while the latter is still repaying its

early loans from SeA.

The Origins of Cooperatives and Their Influence on Development

A distinction can be made between coffee cooperatives formed

in the 1950s and 1960s and those officially formed in the 1970s.

The earlier cooperatives received little assistance and support

from outside sources such as the church or international

organizations. In contrast, the later cooperatives were assisted
for long periods of time by donors and benefactors. (See Table

8. )

Strong local leaders formed and continue to control the

cooperatives established in the 19508 and 19605. Frequently,

these leaders held or still hold government positions, such as

magistrates and school officials, or remain dominant figures in

the local community. The formation of these cooperatives in the

time of President Francois Duvalier further suggests that the

local leadership of these cooperatives was not viewed by the

government as a threat. Many of them still exist and effectively

market coffee for their members. However, the older cooperatives

are characterized by a lack of development of new leadership,

restriction in the services offered to members, and difficulty in

tapping or utilizing outs~de resources. Most of the older coffee

cooperatives have few activities beyond the processing and,
marketing of coffee.

During the 1960s, ~atholic priests became directly involved

in development efforts in local parishes. Their efforts to

organize small groups for community action slowly evolved into

developing multi-purpo8t cooperatives. In general, the priests'

approach allowed for a long gestation period, stressed the
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SOURCES OF ASSISTANCE 

TABLE 8 

TO SELECTED COFFEE COOPERATIVES(a] 

Cooperative 

CACVA 

COCAES 

COSAR 

CAVDAC 

AUDECADH [f] 

CAGAVA 

CATOUL 

COOPACVOD 

COCAMUC 

UNICORS 

AID/PCC[b] 

x 

x 

BCA[c] 

x(e] 

x 

CIDA 

x 

x [g 

CNC[d] 

x 

x 

x 

FAO 

x 

x 

, 

x 

IAF 

x 

ILO 

x 

OXFAM 

x 

x 

UNDP 

x 

x 

x 

WFP 

x 

x 

'C 

x 

Notes: 

a The table does not include indirect support such as that received fran PPC. 

b Does not include AID assistance to CEPEC through PCC. 

c BCA is currently receiving assistance fron AID. 

d CNC is assisted by ILO advisers and receives same support from UNDP. 

e No BCA assistance since 1977. 

f 

g 

Received no direct support. 

CIDA assistance is pending. 
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education of members, encouraged the development of non
traditional local leadership, and helped mobilize resources 
(both
 
internal and external) to support group and cooperative-style
 

activities.
 

Because the priests were interested in the development of
 
the whole person, it is not surprising to find that almost all of 
the church-assisted cooperatives are multi-purpose. Cooperatives
 
that fall into this category include UNICORS and the two
 
cooperatives in Pilate. Multi-purpose cooperatives have
 
generally experienced a sustained period of pre-cooperative 
development. The initial effort frequently came from local 
priests working over long periods of time with small 
groups.
 
Eventually, these groups felt the necessity 
to become larger
 
entities. 
Table 9 shows the activity spread for the cooperatives
 
the team visited and other cooperatives for which information was
 
available. The table also includes the dates of official
 
registration as cooperatives with CNC.
 

Some observers of Haitian cooperatives have expressed the
 
belief that the heavy involvement of local priests would
 
eventually stultify the independence of the cooperatives. Il The 
evaluation team, however, observed that as local leadership 
developed the priests generally removed themselves from the day
to-day operations of the cooperatives and became advisers. 

In 	addition to the influence of the priests, several other
 
factors influenced the development of coffee cooperatives. These
 

include:
 

* 	External assistance for key areas of operations such as 
accounting and marketing; 

" 	 Actual and perceived benefits by those who have become 
members; 

" 	The decentralized system of representation and operations
that these cooperatives follow; 
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TABLE 9
 

ACTIVITY SPREAD FOR COFFEE COOPERATIVES AND
 
DATE OF REGISTRATION WITH CNC
 

Activities
 

Date of Single

Cooperative 
 Registration (Coffee) 2 3 4 5 6 7 Multipurpose 

CACVA - Vachon 1961 x 

COCAES - Pilate 1973 x [a) 

COSAR - Rendel 1976 x(c] 

CAVDAC - Chardonniere 1976 x(c] 

CADA - Les Anglais 1976 x(c] 

AUDECADH - Thiotte 1975 X 

CACGAVA - Dondon 1956 x (b] 

CATOUL- Pilate 1973 x 	 [d] 

COOPACVCOD - Dondon 1980 x(b] 

COCAMUC - Camp Perrin [e) x 

COCAM - Damasin 1977 x[c] 

CATI - Tiburon 1976 X 

Notes:
 

a 	 Coffee cooperative operates under MODECOP umbrella. MODECOP is the "Mouvement de 
Developpement Econcmiqe Comunitaire de Pilate." Its activities include fisheries, 
small business enterprises, soil conservation, and credit unions.
 

b 	 BCA provides credit. FADIP is the "Fondation de Developpenent Integre de Pilate." It 
supports activities such as the work of local artisans, coffee processing, 
establisrnent of credit unions, and extension for agricultural crops. 

Members of UNICORS. 

d Coffee cooperative operates under FADIP uznbrella. 

e 	 Still in pre-cooperative status. 

c 
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small business enterprises, soil conservation, and credit unions.
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c MEmbers of UNICORS.

d Coffee cooper~tivo oper~tes under FADIP umbrella.

e Still in pre-cooP0r~tive st~tus.
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* The attractive world market prices for coffee during the
 
critical period of cooperative formation, which made
 
participation in coffee cooperatives of high interest to
 
coffee farmers; 

* The local nature of the cooperative in which few members 
live further away than 10 kilometers from the
 
headquarters. This concentration of cooperative

membership makes local participation easier to foster.
 

In addition, PCC has contributed to the formation of
 
cooperatives. The project has trained and pays the 
salary of
 
eight people who are attempting either to establish cooperatives,
 

for example, COCAMUC in Camp Perrin, or to improve the management
 
and operations of existing cooperatives, such as CACGAVA in
 
Dondon. PCC's efforts at cooperative formation still tend to be
 
top-down. Some cooperatives also have hidden political agendas,
 
as in the case of COCAMUC, which has spun off as an alternative
 

and potential rival to the older and 
more established CACVA.
 
However, to the extent that PCC agents are engaging only in
 
technical assistance or training, the project's operations should
 
help to improve operations and increase cooperative development.
 
Whether PCC/OPRODEX should be involved in 
this type of activity
 
or whether other organizations would more appropriate is a
 

question that requires further exploration.
 

Social Viability
 

The viability of a cooperative is generally analyzed in
 
terms of certain cooperative principles. These include
 
voluntary and open membership, democratic procedures, and member
 

participation.
 

Of the nine full cooperatives that the evaluation team
 
visited, at least five were operating with a high respect for
 
these principles and could therefore be considered 
socially 

viable. The other four were violating one or more of the 
principles frequently enough that their social viability would 

have to be questioned.
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Voluntary and Open Membership
 

People become members of cooperatives for reasons of self
interest. In the cooperatives the team visited, two types of
 

self-interest were evident. First, members expected a greater
 
return on their investment in coffee production. In general, the
 
cooperatives fulfilled this expectation. Largely because of the
 
return offered coffee growers by cooperatives or ore-cooperatives
 

in the early and mid-1970s, when world market prices were high,
 
interest in joining coffee cooperatives increased. This
 
appeared as true for multi-purpose cooperatives as for single
 

purpose coffee cooperatives.
 

The second reason for interest in membership is the
 
protection and prestige in rural Haiti attached to being a member
 

of a large organization. Often the cooperative serves to protect
 
its members and their interests in what would otherwise be a weak
 

group in society.
 

Membership qualifications are the most restrictive in the
 
single purpose cooperatives. In three of the nine cooperatives
 
the team visited (AUDECADH, CACGAVA, and COOPACVOD), ownership of
 
coffee production land was a prerequisite to membership. COCAES,
 

however, has purchased land on the open market and then sold it
 

to landless farmer-members.
 

One can view the difference in approach to membership
 
between the single purpose and multi-purpose cooperatives as
 
protecting and promoting self-interest in the former as opposed
 

to using the cooperative form, in the latter, to undertake larger
 
development efforts. In large part, the church has advocated and
 
supported this latter approach.
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Membership in coffee cooperatives can be expected to
 

decrease if such economic incentives as fair market prices,
 

bonuses for quality, and patronage refunds are reduced or
 

eliminated. Similarily, membership in coffee cooperatives can be
 

expected to increase as long as the economic incentive exists.
 

Democratic Procedures
 

In Haiti, the more decentralized the cooperative, the more
 

likely it will adhere to democratic principles. Conversely, the
 

emphasis given to normal democratic procedures associated with
 

cooperative functions is diminished when power is centralized in
 

the president and other officers.
 

The model of centralized control leading to less than normal
 

democratic procedures was most easily seen in the cooperative
 

located at Vachon, CACVA, in which elections for officers had not
 

been held for 15 years. Pressure from CNC has now resulted in a
 

meeting of a general assembly once a year and in the election of
 

officers. It is no surprise that there has been virtually no
 

change in officers even with current elections. The importance
 

of the status and control of those local leaders who became the
 

first and only officers of the cooperative, coupled with the
 

apparent satisfaction of members with their economic return from
 

coffee marketed through the cooperative, resulted in the members'
 

considering democratic procedures to be of little importance.
 

This appears to be generally true in the single purpose coffee
 

cooperatives the team visited.
 

In contrast, the multi-purpose cooperatives support efforts 

to involve members democratically at the grassroots level. In 

UNICORS, general assemblies are attached to each geographic 

sector. These assemblies elect delegates to the executive and 

administrative committees, which in turn control activities of 

the cooperative. In COCAES, 180 "groupements communautaires 

agricoles" (GCA) are organized into eight sections, each with its 

own "caisse populaire." Each GCA and each section have elected 
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officials as well as elected delegates from the sections that
 

make up the COCAEs' General Assembly. From it are elected
 

members of the administrative committee, an oversight committee, 

and a credit committee. 

Member Participation
 

The greater the possibility of casting a meaningful vote,
 

the greater will be member interest and participation in
 
cooperative affairs. If the 
interest and participation are
 

strong, it will be easy to carry out meaningful education for
 

members. The team's analysis of nine coffee cooperatives confirms
 

that where the possibility of democratic involvement 
was the
 

high, participation was high. Participation was weak when
 

leadership changes were few and difficult to achieve, a large
 

general assembly was the only forum for member participation, and
 

activities offered by the cooperative to its members were few and
 

depended on the season.
 

Thus, among cooperatives that have an underlying interest in
 
developing the whole person, participation and the availability
 

of the means to ensure this participation received considerable
 

attention. In addition, participation of women was much greater 
in the multi-purpose cooperatives than in the single or limited 

cooperative. 

Financial Viability
 

This section examines the financial performance of coffee 
cooperatives. It first analyzes in detail the cijffee marketing 

operations of two cooperatives and one pre-cooperative. It then 

compares the results of coffee marketing operations with those of 
other cooperative activities. Finally, it compares the returns 

to farmers who sell to cooperatives with the returns to those who 

sell to speculateurs. 
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Analysis of Three Coffee Marketing Operations
 

The evaluation team obtained detailed revenue and cost data
 

from several cooperatives and pre-cooperatives. Results of the
 

analysis of these data for one pre-cooperative and two
 

cooperatives are presented in Tables 10-12.
 

The pre-cooperative and cooperatives were selected because
 

they differ both in purpose and in financial performance.
 

COCAMUC is a single purpose (coffee marketing) pre-cooperative
 

whose costs are heavily subsidized by PCC. CAVDAC is a multi

purpose cooperative whose costs are partially subsidized. 

AUDECADH is a single purpose cooperative that has no subsidized 

costs. 

For COCAMUC and CAVDAC, two separate costs and returns
 

analyses are presented. The first, presented in the left-hand
 

columns, shows the results of operations with only the direct
 

costs of the organization included. (This is the method used by
 

the organizations themselves.) The second presents the results
 

when subsidized costs are included. For AUDECADH, only one
 

analysis is presented because this cooperative paid all its own
 

costs at what appear to be true market rates.
 

The three cooperatives each sell coffee to CEPEC at the
 

price fixed by OPRODEX. They buy coffee from their farmers at a
 

0.26-0.58 gourde per pound less than the CEPEC base price; part
 

of this margin is used to cover costs, and the remainder is
 

returned to the farmer as a dividend or is retained by the
 

cooperative for working capital.
 

Table 10 reveals that the pre-cooperative, COCAMUC, had a 

subsidized operating profit of about 4,500 gourdes ($900), or 

about one-half gourde ($0.10) per pound of coffee in 1982-83. 

However, when subsidies are costed, COCAMUC would have an 

operating loss of nearly 9,900 gourdes ($1,980), or about one 

goirde ($0.20) per pound. The difference between the subsidized 
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gOllrde ($0.20) per pound. The difference between the subsidized

http:0.26-0.58
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TABLE 10
 

COSTS AND RETURNS ANALYSIS FOR COCAMUC
 
(Cooperative Cafeiere des Mains Unies du Camp Perrin)
 

Basic Data: [a]
 

Period of analysis: one-year, 1982/83
 
Members: 80
 
First year to market coffee: 1981
 
Quantity coffee sold: 9,062 lbs.
 
Avg. coffee sale price: 3.07 0/lb.
 
Avg. coffee purchase price: 2.50 0/lb.
 
Approximate speculateur price: 2.50 0/lb.
 

Costs and Returns:
 

* 	 Income 

Sales revenue 
Quality bonus 

Total Income 

" Cost of Goods Sold 
(price paid to farmers) 

" Variable Costs 

Sorting/hired labor 
Sacks [b] 
Motorcycle fuel/repairs 

Total variable costs 

" Fixed Costs 

Salary of manager 
Motorcycle depreciation 


Total fixed costs 


• Total Costs 


Analysis without 

Subsidies Costed 


24,920 2.75 
2,900 .32 

27,820 3.07 

22,655 2.50 


272 

425 


-


697 .08 


-
 -

-
 -


0 0 


23,352 2.58 


Analysis with
 
Subisidies Costed[d]
 

24,920 2.75 
2,900 .32 

27,820 3.07 

22,695 2.50
 

272
 
425
 

1,700
 

2,397 .26
 

11,640
 
1,000
 

12,640 1.39
 

37,692 4.16
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TABLE 10

COSTS AND RETURNS ANALYSIS FOR COCAMUC
(Cooperative Cafeiere des Mains Unies du Camp per~r~i~n~) _

Basic Data: [a]

Period of analysis: one-year, 1982/83
Members: 80
First year to market coffee: 1981
Quantity coffee sold: 9,062 lbs.
Avg. coffee sale price: 3.07 ~/lb.

Avg. coffee purchase price: 2.50 ~/lb.

Approximate speculateur price: 2.50 ~/lb.

Costs and Returns:

• Income

Analysis without
Subsidies Costed
(~) (~/lb.)

Analysis with
SUbisidies Costed[d]

(~) (~/lb.)

Sales revenue
Quality bonus

Total Income

• Cost of Goods Sold
(price paid to farmers)

• Variable Costs

Sorting/hired labor
Sacks [b]
Motorcycle fuel/repairs

Total variable costs

• Fixed Costs

Salary of manager
Motorcycle depreciation

Total fixed costs

• Total Costs

24,920
2,900

27,820

22,655

272
425

697

o

23,352

2.75
.32

3.07

2.50

.08

o

2.58

24,920
2,900

27,820

22,695

272
425

1,700

2,397

11,640
1,000

12,640

37,692

2.75
.32

3.07

2.50

.26

1. 39

4.16



46
 

TABLE 10 -- Continued
 

e Operating Profit
 
(total income minus
 
total costs) 
 4,468 .49 	 (9,872) (1.09)
 

* 	Distribution of Profits
 
(refund to farmers) [c] 4,803 .53 
 -

0 	 Retained Earnings 
 (335) (.04)
 

Notes:
 

a Financial data are from interviews with manager at COCAMUC and
 
examination of cooperative records. Prices are from interviews
 
with farmer and cooperative personnel.
 

b Sacks=15 0/sack 4-year life, 80 lb./sack
 

c Refund to farmers: It is 	 to
not clear how more was refunded 

farmers than was earned by the cooperative. The likely cause is
 
an error in the data.
 

d Subsidies: The manager's salary and his motorcycle costs are 
paid
 
for by PPC.
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TABLE 10 -- Continued

• Operating Profit
(total income minus
total costs)

• Distribution of Profits
(refund to farmers) [c]

• Retained Earnings

Notes:

4,468

4,803

(335)

.49

.53

( • 04)

(9,872) (1.09)

a Financial data are from interviews with manager at COCAMUC and
examination of cooperative records. Prices are from interviews
with farmer and cooperative personnel.

b Sacks=15 ~/sack 4-year life, 80 lb./sack

c Refund to farmers: It is not clear how more was refunded to
farmers than was earned by the cooperative. The likely cause is
an error in the data.

d Subsidies: The manager's salary and his motorcycle costs are paid
for by PPC.
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operating profit and the unsubsidized operating loss is that the
 
salary of the COCAMUC manager and the costs of his motorcycle are
 

paid entirely by PPC.
 

For COCAMUC to break even 
without subsidies, its volume
 

would have to increase to nearly 41,000 sacks of coffee per year,
 
or more than four times its current volume.[2] If the refund to 
farmers is included as a variable cost, it becomes 
impossible to
 
attain a break-even volume because the costs of goods sold plus
 
variable costs per unit exceed the 
sales price per urit.[3]
 
Since COCAMUC is still a pre-cocnerative with only 80 members, it 
should be able to increase its membership and, therefore, its
 
volume of coffee sales substantially. (Average 
coffee
 

cooperative membership is 
about 720 -- see Table 2.) Selling 
coffee through COCAMUC must clearly be attractive since farmers 

are now earning approximately 21 percent more from selling t:o the 
cooperative than they would by selling to speculateurs (3.03 
gourdes per pound versus 
2.50 gourdes per pound). COCAMUC may
 

also be able to reduce its fixed costs by hiring one of its
 

members as manager. (The subsidized salary of the cur-rent 
manager is considerably higher than the salaries of managers who
 

are paid directly by the cooperatives.) However, COCAMUC will
 
have to remain subsidized until its volume becomes much larger. 

The figures in Table 11 reveal a much brighter picture for 
CAVDAC, which is a large multi-purpose cooperative operating 

within UNICORS. The subsidized per pound operating profit is 
about the same as for COCAMUC -- one-half gourde ($0.10). But 

when subsidies are costed, CAVDAC still shows a healthy operating 
profit of about one-third gourde ($.06) per pound. Moreover, 

CAVDAC was able to distribute profits equivalent to about 0.4 
gourde ($.08) per pound. This raised the returntotal to the 
farmer to an average of 2.86 gourdes per pound, which is 14 
percent higher than the nrevaiLing price paid by speculateurs in 

the area (2.5 gourdes pur pound.) When all subsidies are costed 
and if CAVDAC wished to retain 0.06 gourde per pound as 
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farmer to an average of 2.86 gourdes per pound, which is 14

percent higher than the nrevailing price paid by speculateurs in

the area (2.5 gourdes p~r pound.) When all subsidies are cos ted

and if CAVDAC wished to retain 0.06 gourde per pound as



48
 

TABLE 11
 

COSTS AND RETURNS ANALYSIS FOR CAVDAC
 
(Cooperative d'Achats et de Vents des Denrees Agricoles de
 

Chardonnieres) Coffee Marketing Section
 

Basic Data: [a]
 

Period of analysis: one-year, 1982/83
 
Members: 1,500 active
 
Quantity coffee sold: 98,012 lbs.
 
Avg. coffee sale price: 3.04 0/lb.

Avg. coffee purchase price: 2.46 0/lb.
 
Approximate speculateur price: 2.50 0/lb.
 
Recognized as a cooperative: 1973
 

Costs and Returns
 

Analysis without Analysis without
 
Subsidies Costed Subsidies Costed
 

(0) (0/lb.) (0) (0/lb.) 

* Income from Coffee Sales 298,035 3.04 298,035 3.04
 

* Variable Operating Costs
 

" Costs of Goods Sold
 
(first payment to
 
farmers) 241,496 2.46 241,496 2.46
 

Sorting/hired labor 2,757 
 2,757
 
Sacks [b) 1,000 1,000
 
Bank costs 
 182 
 182
 
Interest [c] 2,262 
 14,000

Miscellaneous 
 582 
 582
 

Total variable costs 6,783 .07 
 18,521 .19
 

* Fixed Costs
 

Salaried persons-coffee 3,639 3,639
 
Portion of general sala
ries [d] 1,100 1,100

Building depreciation [e] 
 - 1,433
 

Total fixed costs 4,739 .05 6,172 .06
 

" 
Total Costs 253,018 2.58 266,189 2.72
 

" Operating Profit
 
(income minus total cost) 45,017 .46 31,846 .32
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TABLE 11

COSTS AND RETURNS ANALYSIS FOR CAVD~C

(Cooperative d1Achats et de Vents des Denrees Agricoles de
Chardonnieres) Coffee Marketing Section

Basic Data: [a]

Period of analysis: one-year, 1982/83
Members: 1,500 active
Quantity coffee sold: 98,012 Ibs.
Avg. coffee sale price: 3.04 ~/lb.

Avg. coffee purchase price: 2.46 ~/lb.

Approximate speculateur price: 2.50 ~/lb.

Recognized as a cooperative: 1973

Costs and Returns

Analysis without
Subsidies Costed
(~) (~/lb.)

Analysis without
Subsidies Costed

(~) (~/lb.)

• Income from Coffee Sales

• Variable Operating Costs

• Costs of Goods Sold
(first payment to
farmers)

Sorting/hired labor
Sacks [b]
Bank costs
Interest [c]
Miscellaneous

Total variable costs

• Fixed Costs

298,035

241,496

2,757
1,000

182
2,262

582

6,783

3.04

2.46

.07

298,035

241,496

2,757
1,000

182
14,000

582

18,521

3.04

2.46

.19

Salaried persons-coffee 3,639 3,639
Portion of general sala-
ries [d] 1,100 1,100
Building depreciation [e] 1,433

Total fixed costs 4,739 .05 6,172 .06

• Total Costs 253,018 2.58 266,189 2.72

• Operating Profit
(income minus total cost) 45,017 .46 31,846 .32
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TABLE 11 -- Continued
 

" Distribution of Profits
 
(refund to farmers) 39,205 .40
 

" 	 Retained Earnings 5,812 
 .06
 

* 	Net Returns to
 
Farmers/Coop. 
 286,513 2.92
 

Notes:
 

a 	 Financial data are from UNICORS and cooperative records and from
 
interviews with UNICORS' accountant and ILO adviser. Number of
 
members and approximate speculateur prices are from interviews
 
with 	co-op officials and farmers.
 

b 	 Sacks: 400 sacs/4 years at 10 % per sac
 

Interest: UNICORS' rate is 3 percent/year. Market rate is
 
estimated at 20 percent/year.
 

d 	 Portion of general salaries: based on the percentage of coffee
 
revenue to total cooperative revenue.
 

e 	 Building depreciation: 57,340 0 over 20 years, assuming half of
 
cost goes to coffee activities.
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TABLE 11 -- Continued

• Distribution of Profits
(refund to farmers)

• Retained Earnings

• Net Returns to
Farmers/Coop.

Notes:

39,205

5,812

286,513

.40

.06

2.92

a Financial data are from UNICORS and cooperative records and from
interviews with UNICORS' accountant and ILO adviser. Number of
members and approximate speculateur prices are from interviews
with co-op officials and farmers.

b Sacks: 400 sacs/4 years at 10 ~ per sac

c Interest: UNICORS' rate is 3 percent/year. Market rate is
estimated at 20 percent/year.

d Portion of general salaries: based on the percentage of coffee
revenue to total cooperative revenue.

e Building depreciation: 57,340 ~ over 20 years, assuming half of
cost goes to coffee activities.
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additional cooperative capital, 
it could distribute to its
 

members profits equivalent to 0.26 gourde, making the total 
return to the farmer equivalent to 2.72 gourdes per pound, still
 
9 percent higher than the speculateur price.
 

The major subsidy received by CAVDAC is in the form of a
 
low-interest loan from UNICORS for 
working capital. The interest
 
on this loan is 3 percent per year, compared with an estimated 
market rate of 20 percent per year. But CAVDAC would operate 

profitably even if this and other subsidies were removed, mainly 
because of its very large volume 
-- 98,012 pounds per year of 
coffee marketed -- which is 10 times that of COCAMUC.
 

The analysis of the financial data from AUDECADH (Table 12)
 
reveals a per pound operating profit (0.17 gourde per pound) that
 
is much smaller than for COCAMUC or CAVDAC. This is explained 
mostly by the high price the cooperative pays for coffee to its
 
members (3.22 gourdes per pound.) AUDECADH does not distribute 
profits to its members, but simply calculates the price that it 
can pay on the basis of projected profits. The price received by
 
AUDECADH farmers is higher than the combinatinn of initial price 
plus distributed profits received by COCAMUC and CAVDAC farmers 
(See Table 10 and 11). No data were available on speculateur
 
prices in the AUDECADH region, so it was not possible to compare 
cooperative with speculateur 
prices. However, this type of 
comparison might be spurious since some of the members of the 
AUDECADH cooperative, which has by far the largest volume of 
coffee sales of any cooperative in Haiti, themselvesare 
speculateurs who buy coffee 
from non-cooperative members and
 

resell it to AUDECADH.
 

AUDECADH capitalizes itself from members' dues and retained 
earnings. It receives no direct assistance from PCC and has no 

other apparent subsidies. 

50

additional cooperative capital, it could distribute to its

members profits equivalent to 0.26 gourde, making the total

return to the farmer equi valent to 2.72 gourdes per pound, still

9 percent higher than the speculateur price.
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because of its very large volume -- 98,012 pounds per year of
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TABLE 12
 

COSTS AND RETURNS ANALYSIS FOR AUDECADH
 
(Action Unie de Cooperative Agricole d'Haiti)
 

Basic Data: (a]
 

Period: one-year, 1982/83
 
Members: 198
 
First year to market coffee: 

Quantity coffee sold: 194,762 

Avg. coffee sale price: 3.50 


1981
 
lbs.
 

0/lb.
 
Avg. coffee purchase price: 3.22 0/lb.
 

Costs and Returns
 

" Income from Coffee Sales 


" Costs of Goods Sold 


(price paid to farmers)
 

" Variable Operating Costs
 

Transport 

Other operating costs 


Total variable costs 


" Fixed Costs 


* 	 Operating Profit 

(income minus total
 
costs)
 

* 	 Distribution of Profits 


Retained Earnings 


Notes:
 

(0) 

681,960 3.50 

627,973 3.22 

4,061 .02 
17,219 .09 

21,280 .11 

0 0 

32,707 .17 

0 0 

32,707 .17 

a Data are from cooperative records and interview with cooperative
 
manager. Data on costs are subject to revision as the cooperative
 
has not yet assembled its cost data for 1982/83.
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TABLE 12

COSTS AND RETURNS ANALYSIS FOR AUDECADH
(Action Unie de Cooperative Agrico1e d'Haiti)

Basic Data: [aJ

Period: one-year, 1982/83
Members: 198
First year to market coffee: 1981
Quantity coffee sold: 194,762 1bs.
Avg. coffee sale price: 3.50 ~/lb.

Avg. coffee purchase price: 3.22 ~/lb.

Costs and Returns

(~) (~/lb.)

• Income from Coffee Sales 681,960

• Costs of Goods Sold 627,973
(price paid to farmers)

• Variable Operating Costs

3.50

3.22

Transport
Other operating costs

~otal variable costs

• Fixed Costs

• Operating Profit
(income minus total
costs)

• Distribution of Profits

• Retained Earnings

Notes:

4,061
17,219

21,280

o

32,707

o

32,707

.02

.09

.11

o

.17

o

.17

a Data are from cooperativ~ records and interview with cooperative
manager. Data on costs are subject to revision as the cooperative
has not yet assembled its cost data for 1982/83.
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Overall Performance and Role of Coffee 
Marketing in Coffee
 
Cooperatives
 

Tables 13 
and 14 present data on the overall performance of
 
eight coffee cooperatives and the importance of coffee marketing
 
in these cooperatives in 1982-83. Table 13 shows that coffee
 

revenue as a percentage of total revenue ranged from 43 percent
 

to 96 percent among the six multi-purpose cooperatives.
 

Table 14 shows that other enterprises generally do not
 
perform as well as coffee marketing. Coffee marketing was
 
profitable in all eight cooperatives; but in four of the six
 

multi-purpose cooperatives, other enterprises, taken together, 

operated at 
a loss. Coffee marketing profits compensated for the
 
losses in 
other operations in two of these four cooperatives.
 

Thus, six of the eight cooperatives were profitable overall.
 

The eight cooperctives operate 37 enterprises other than
 
coffee marketing; 11 (30 percent) of these enterprises are 
unprofitable. It would appear that cooperatives need to be more
 

discriminating in 
the operations they pursue, eliminating or
 
improving those that do not perform well. For example, in the 
Rendel cooperative, the trucking enterprise is responsible for 
most of the losses. COSAR officials maintain that the trucking 
operation is a critical service to the other enterprises and to 
the members themselves; what is not clear is why the rates 
charged are below rates of privateweLl the truckers. 

In any case, coffee marketing is the most important and
 

profitable operation in the 
coffee cooperatives. To a certain 

extent, coffee marketing subsidizes the cooperatives' other 

activities. 
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Overall ~erformance and Role of Coffee ~arketing in Coffee
Cooperatlves

Tables 13 and 14 present data on the overall performance of

eight coffee cooperatives and the importance of coffee marketing

in these cooperatives in 1982-83. Table 13 shows that coffee

revenue as a percentage of total revenue ranged from 43 percent

to 96 percent among the six multi-purpose cooperatives.

Table 14 shows that other enterprises generally do not

perform as well as coffee marketing. Coffee marketing was

profitable in all eight cooperatives; but in four of the six

multi-purpose cooperatives, other enterprises, taken together,

operated at a loss. Coffee marketing profits compensated for the

losses in other operations in two of these four cooperatives.

Thus, six of the eight cooperatives were profitable overall.

The eight cooper~tives operate 37 enterprises other than

coffee marketing; 11 (30 percent) of these enterprises are

unprofitable. It would appear that cooperatives need to be more

discriminating in the operations they pursue, eliminating or

improving those th<1t do not perform well. For eX<1mple, in the

Rendel cooperative, the trucking enterprise is responsible for

most of the losses. CaSAR officials maintain that the trucking

operation 18 a critical service to the other enterprises and to

the members themselves; what is not clear is why the rates

charged are well below the rates of private truckers.

In any case, coffee marketing is the most important and

profitable operation in the coffee cooperatives. To a certain

extent, coffee marketing subsidizes the cooperatives' other

activities.



TAnLE 13 

GROSS INCOME FROM COFFEE MARKETING AND OTHER ENTERPRISES 
SELECTED COOPERATIVES 1982/1983 [a] 

(qourdes) 

COCAMUC, Camp Perrin 

CAVDAC, Chardonnieres 

CADA, Les Anqlais 

COCAM, Damasin 

COSAR, Rendel 

COAP, Port-a-Piment 

CATr, Tiburon 

AUDECADH, Thiotte 

Coffee Income 

27,820 

298,035 

117,644 

77,873 

606,001 

87,506 

45,747 

681,960 

Total Income from All Enterprises 

27,820 

397,013 

144,705 

179,079 

1,194,627 

91,222 

59,355 

691,960 

Coffee Income as Percent 
of Total Income 

100 

75 

81 

43 

51 

96 

77 

100 

Ln 

LW 

a Data are from cooperative records. 

TAOLE 13

GROSS INCOME FROM COFFEE MARKETING AND OTHER ENTERPRISES
SELECTED COOPERATIVES 1982/1983 la)

(gourdes)

Coffee Income as Percent
Coffee Income Total Income from All Enterprises of Total Income

COCAMUC, Camp Perrin 27,1'120 27,820 100

CAVDAC, Chardonnieres 298,035 397,013 75

CAOA, Les I\nqlais 117,644 144,705 81

COCA!'!, Ddmasin 77,873 179,079 43

CaSAR, Hendel 606,Oll1 1,194,627 51 (Jl

w
COAP, Port-a-Piment 87,506 91,222 96

CA'rl, Tiburon 45,747 59,355 77

AUDECAOH, Thiotte 681,960 61'11,960 100

a Data are from cooperative records.



TABLE 14 

OPERATItX;, PROFITS FROM COFFEE MARKETI AND OThER ENTERPRISES, 
SELECT EDCOOPERATIVES 19 8 2 

/83 [a) 

(gourdes)
 

Coffee Profits
Operating Profits: Number of Enterprises
Operating Profits: 
 Total Operating as Percent of 
 Total Number Operating
Coffee Other Enterprises Profits 
 Total Profits of Enterprises at a Loss
 

tC2CAMLC, Camp Perrin 
 4,468 
 - 4,468 100 
 1 
 0
 
CAVDAC, Chardonnieres 
 45,017 
 4,269 49,286 
 91 
 6 
 0
 
CADA, Les Anlais 11,931 
 16,035 27,966 
 43 
 8 
 0
 

COCAM, [Vn4asin 1,739 
 (14,214) (12,475) 
 - 6 
 3
 
COSAR, Rendal 
 9,702 (57,331) (47,629) 
 - 13 
 4
 
COAP, Port-a-Piment 18,178 (140) 18,038 101 
 6 3 
CATI, Tiburon 
 2,863 
 (871) 1,992 144 
 4 
 1
 
AUDECADH, Thiotte 
 32,707 
 - 32,707 100 1 0 

Speculateurs 

Notes:
 

a CTrAI.C, CAVDAC, and AUDECAD11 data are fron Tables 10-12. CADA, CCAM, C(IcAR, COAP, and CATI data were provided by the UNICORS accountant. 

COCAML~, Camp Perrin

CAVDAC. Chdrdonnleres

CADA, Lcs I\n] la is

COSAR, Ren<.l~l

C'OAP, Por t -.:l-P lInent

CAT I , Tiburon

AlJOOCADH, Thiotte

Spec'Ulateurs

Notes:

Operating Profits:
Coffee

4,468

45,017

ll,931

1,7J'J

9,702

18,178

2,863

32,707

TABLE 14

OPERA'rIt~ PROFITS FRO'! mFFEE MARKE'rnJ:: AND OTIIER ENTERPRISES,
SELErTED COOPERATIVES 1982/83(a)

(gourdes)

Coffee Profi ts NlJ11ber of Enterprises
Operating Profits: Total Oper<lting as Percent of Total Nunber Operating
Other Enterprises Profits Total Profits of Enterprises at a Loss

4,4&3 100 1 0

4,269 49,286 91 6 0

16,035 27,966 43 8 0

(14,214) (12,475) 6 3

(57,331) (47,629) 13 4
lJ1

(140) 18,038 101 6 3 A

(871) 1,992 144 4 1

32,707 100 1 0

a cn::A.'1£, CA'Jl.)AC, arrl l,UO&:AD1I data are fran Tnbles 10-12. CADA, a:x:At1, ~!.R. mnp, arrl CATI data were provided by the UNICORS accountant.
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Farmer Returns
 

The coffee marketing operations of all cooperatives are
 

doing well. However, what economic benefits do the cooperatives'
 

coffee marketing activities offer their members? 
In all areas
 

that the team visited, farmers reported that cooperative prices,
 

including the quality bonuses and dividends, are superior to
 

those offered by speculateurs. Table 15 compares speculateur
 

prices and cooperative prices. In general, speculateur prices
 

are competitive with the initial cooperative purchase price. In
 
fact, in some areas, such as within the UNICORS zone, the
 

cooperatives act as a price setter; UNICORS farmers claimed that
 

speculateurs peg their prices at the cooperatives' initial price.
 

Table 15 shows that the cooperatives' initial price in December
 

1983, plus the quality bonuses and dividends paid to farmers per
 
pound of coffee sold in 1982-83 (1983-84 data are not yet
 

available), amount to 
12-31 percent more than the speculateur
 

price. The table does not include in the farmers' price those
 

dividends that are reinvested in the cooperative; if these were
 

included, the returns to 
the farmer would be even higher.
 

Table 16 presents the average absolute value of the extra
 

return accruing to farmers as a result of selling to three
 

different cooperatives. Average additional returns from selling
 

to the cooperatives rather than to speculateurs are 
29 gourdes
 

per farmer in Rendel, 76 gourdes per farmer in Camp Perrin, and 
418 gourdes per farmer in Thiotte. As in the above analysis of 
prices, returns retained by the cooperative are not included. The
 

increased returns, although modest, are therefore significant. 

Thus, the returns to coffee marketing in the cooperative sector 
are profitable for both farmers as individuals and for the 

cooperative as an organization. 
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that the team visited, farmers reported that cooperative prices,

including the quality bonuses and dividends, are superior to

those offered by speculateurs. Table 15 compares speculateur
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Table 16 presents the average absolute value of the extra
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per farmer in Rendel, 76 gourdes per farmer in Camp Perrin, and

418 gourdes per farmer in Thiotte. As in the above analysis of

prices, returns retained by the cooperative are not included. The

increased returns, although modest, are therefore significant.

Thus, the returns to coffee marketing in the cooperative sector
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TABLE 15
 

A COMPARISON CF COOPERATIVE COFFEE PRICES WITH
 
SPECULATEUR COFFEE PRICES[a]
 

SELECTED COOPERATIVES, DECEMBER 1983
 
(qourdes/pound)
 

Cooperative Price 
Total Margin Between 

Speculateur Initial Quality Dividend Paid Cooperative Cooperative Price 
Prices Price Bonus to Members Price and "Speculateur" Price 

COSAR, Rendel 4.00 4.00 .31 .15 [c] 4.46 .46(12%) 

COCAMUC, Camp Perrin 3.5-4.0 3.75 .32 .53 4.60 1.10-.60 (15-31%) 

AUDECA011, Thiotte 3.5-3.75 3.75 .31 (b] .00 Id) 4.06 .56-.31 (8-16%) 

CAVDAC, Chardonnieres 3.5 4.00 NA .15 (cl 4.46 .96 (27%) 

Notes:
 

a 	 Speculateur price and initial cooperative price are for December 1983. Cooperative prices are from cooperative
 
record., ind speculateur prices are from farmer interviews. Quality bonuses and dividends paid were from the
 
previous year, 1982/83, since data for the 1983/84 year were not available.
 

b 	 Estimate based on euantity of each qrade marketed in 1981/82 and current bonus rates.
 

Dividend paid in Rendel and Chardonnieres last year was 0 .40/pound, based on a cooperative margin of 0 .50/lb. 
between sale and purchase ptice. This year the initial price is based on a gross cooperative margin of 0 
.25/lb. Thus ( .25/lb. has been subtracted from the dividend paid to members, since the larqe dividend 
resulted from, the large gross margin. 

d 	 AUDECADH decided to retain its dividends in 1982/83 to build up its working capital.
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TABLE 16 

FARMER RETURNS FROM SELLING COFFEE TO THE COOPERATIVE 
VERSUS SELLING TO SPECULATEURS 

Avg. Quantity Gross Returns (() Gross Returns (0)
Coffee Marketed if Sold to if Sold to Percentage 

per Member (lbs.[a]) Speculateur[b] Cooperatives[b] Difference 

COSAR, Rendel 63 252 281 12 

COCAMUC, Camp Perrin 113 424 520 23
 

AUDECADH, Thiotte 984 3,567 3,995 12
 

Notes:
 

a From cooperative records 1982/83.
 

b Prices from Table 15.
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COFFEE MARKETING THROUGH COOPERATIVES
 

This section tackles the issue of the efficiency of coffee
 

marketing in the private sector and through cooperatives. The
 

sec-;ion first reviews the arguments that have been made by others
 

on this subject. Then it examines the performance of CEPEC and
 

its impact on cooperative marketing and farmer prices.
 

Market Efficiency
 

Previous studies of Haitian coffee marketing have differed
 

significantly with respect to market efficiency. Girault, AID,
 

and Jaffee argue that Haitian coffee marketing is characterized
 

by collusion among exporters to fix prices and that significant
 

market inefficiencies exist.J4] These studies support an
 

expansion of the cooperative movement to break the oligopsonistic
 

power of the exporters, earn higher prices for farmers, and
 

increase efficiency in the sector. In contrast, Capital Consult,
 

JWK International, and Roe argue that coffee is already marketed
 

fairly efficiently in Haiti and that there is intense competition
 

among exporters.C5] Capital Consult concludes that little or no
 

economic rationale exists for promoting the cooperative movement
 

as an alternative mechanism to market coffee.
 

Arguments that the market operates efficiently are based on
 

market structure and price analysis. For example, Capital
 

Consult cites the high turnover of firms, instability in market
 

shares, absence ot effective barriers to entry, and strong
 

correlation between FOB and producer prices to support the
 

existence of a competitive market. The arguments are generally
 

inferential, that is, that structural characteristics of the
 

coffee marketing sector prevent firms from exercising
 

oligopsonist power. Nevertheless, the arguments are fairly
 

convincing.
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Arguments that the market is controlled by exporters are
 
based on an analysis of their costs and returns and of the
 
intermediaries' share of total coffee revenues. 
Girault, for
 
example, presents data estimating that the exporters' gross
 
margin for 1974-75 is $13.40 
per sack of coffee. He then
 

calculates the profit of an exporter of 40,000 sacks by
 
multiplying $13.40 by 40,000 
and subtracting taxes. He
 

calculated that this results in an exporter profit of about
 
$500,000. However, Girault 
fails to include in this analysis
 

many important costs, such as interest on funds extended to
 
speculateurs, depreciation, and defaults. 
For example, if an
 
exporter purchases half of his coffee 
with money advanced to
 
speculateurs, he would advance about $960,000 (4 gourdes per
 
pound, or 240 gourdes per sack). Assuming an interest rate of 30
 
percent per year, which is the estimated average return to
 
capital in the industrial sector in Haiti[6], and that three
 

months pass between the time the exporter pays out the money and
 

he receives payment for his coffee from an overseas buyer, his
 
interest cost on capital advanced to speculateurs totals $96,000.
 

A return capital of 30 percent should not be considered'high
 
for a country at Haiti's level of development. Capital is scarce
 
and, therefore, rationed by 
market forces toward its most
 

profitable uses. 
In fact, a normal profit in coffee production
 

may be even higher than 30 percent, to compensate for the
 
considerable risk in coffee marketing and the wide and
 

unpredictable fluctuations in price.
 

An analysis of the intermediaries' share of total coffee
 
revenue 
gives stronger, although still only inferential, evide2nce
 

of collusion among exporters. AID reported that the absolute
 
value of the intermediaries' (exporters and speculateurs) share
 

of coffee revenue increased by 275 percent between 1972-76 and
 

1977-81. 
But given the high rate of inflation and increases in
 
costs 
during this period, this increase in margin may be
 

justified. Unfortunately, da.a are not available to evaluate
 

this issue.
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There is also controversy over the role of speculateurs in
 
the marketing system. 
Some observers claim that speculateurs
 
exploit farmers by extending credit during the period before the
 
food-crop harvest in exchange for coffee at below-market prices
 
later in the year. On one occasion, a farmer was extended credit
 

in May in exchange for a promise to repay in coffee at harvest
 
time equivalent to a price only half of the market rate. In
 
fact, interest rates of 100 percent or more on an annual basis
 
are frequently found in the rural areas of developing countries.
 
Credit is extremely scarce in rural Haiti, especially during the
 
pre-harvest period. The high interest rates reflect the real
 
scarcity of capital, not the market power of speculateurs.
 

However, it is likely that speculateurs may exercise market
 
power in isolated circumstances. For example, where speculateurs
 
also hold important positions in a village, farmers may be
 
compelled to sell at least a portion of their coffee to these
 
persons, regardless of the competitiveness of the price.
 

In most cases, speculateurs are tied to a particular
 
exporter, but, in fact, the ties between individual speculateur
 
and a particular exporter appear to be weaker than was previously
 
thought. Most speculateurs have more than one source of
 
financing and often change their affiliation from one exporter to
 
another. Because interest rates have climbed steeply in recent
 
years, it appears that exporters are less willing to finance
 

coffee purchases by speculateurs.
 

Given the lack of concrete evidence of inefficiency or
 
imperfect competition in the coffee marketing sector, support 
to
 
the cooperative movement cannot be justified on the grounds that
 
cooperatives will improve the efficiency of the sector and break
 
the monopoly profits earned by exporters. However, cooperatives
 

can be justified on distribution grounds. Farmers are receiving
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better prices for their coffee from cooperatives because of a
 

transfer of profits from exporters and speculateurs to
 

cooperatives. Given the scarcity of capital in Haiti, these
 

profits are significant.
 

Cooperatives also appear to be making two additional
 

economic contributions in areas in which the private sector has
 

not performed effectively. First, some cooperatives are paying
 

their dividends to farmers during the pre-harvest period to help
 

them avoid borrowering from speculateurs when interest rates are
 

highest. Second, the cooperatives are paying bonuses for high

quality coffee; incentives to produce high-quality coffee for the
 

speculateurs are generally lacking.
 

The Pilot Center for Cooperative Coffee Exporting
 

CEPEC began operations in early 1981. Table 17 shows the
 

dramatic increase in CEPEC's volume of exports from its creation
 

until the present.
 

TABLE 17
 

COFFEE EXPORTED BY CEPEC
 
(sacks of 120 pounds)
 

1980-81 1981-82 1982-83
 

2,2224 6,730 10,299
 

Part of this increase is explained by the fact that the
 

number of coffee cooperatives and pre-cooperatives selling coffee
 

to CEPEC increased from 15 in 1981 to 36 in 1983 (See Table 18).
 

Most of the increase is probably explained by CEPEC's attractive
 

pricing policy.
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TABLE 18 

COFFEE SOLD TO CEPEC BY SELECTED COOPERATIVES[a]
 

(pounds)
 

Cooperative 1980-81 1981-82 1982-83
 

CACVA - Vachon 5,977 14,620 38,358 

COCAES - Pilate 55,302 7,032 161,866 

CACRAN - Jacmel 6,380 19,580 8,398 

NOVHA - Fds. des N. 10,900 8,398 5,386 

AUDECADH - Thiotte - 433,583 211,332 

CACGAVA - Dondon - 75,790 45,838 

CATOUL - Pilate 31,258 62,076 1,810 

COOPACVOD - Dondon - 63,316 11,562 

COCAMUC - Cp. Perrin - 3,489 9,062 

Other Cooperatives 176,020 349,035 916,088 

Total all cooperatives 285,837 1,036,919 1,400,834
 

Total number of co- 15 
 34 36
 
opertives and pre
coopertives selling
 
to CEPEC
 

Notes:
 

a 	 Source is CEPEC records. Weights shown include natural,
 
washed, and parched coffee.
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CEPEC's basic policy is 
to guarantee the coffee cooperatives
 
a price that is at least equal 
to that paid to speculateurs by
 
the exporters. In addition, during the last two years CEPEC has
 
paid a bonus to the cooperatives based on the quality of coffee.
 
A maximum bonus of 14 percent of the purchase price is possible
 
at present and is calculated on a formula that takes into account
 
size of beans, moisture of the beans, and presence of foreign
 
material; these conditions are evaluated when the coffee beans
 

arrive at the CEPEC facilities.
 

The bonus is passed directly on to the growers by the
 
cooperatives. In 1981-82, CEPEC paid out 543,737 gourdes in
 
bonuses, 
or 0.67 gourde per pound ($.134 per pound). In 1982
83, the amount paid in bonuses amounted to 0.29 gourde per pound
 
($.058 per pound), a sharp decrease due to CEPEC's stricter
 
control and standards and the fact that some 
cooperatives
 
probably put less emphasis on quality sent to CEPEC than the
 
previous year. Nonetheless, this represented an average bonus of
 
9.8 percent of the purchase price for the entire year.
 

Although members voiced 
some concern about the reduction in
 
the quantity of bonuses and thus in the 
final price the
 
cooperative producer received, CEPEC appears 
to be correct in
 
placing responsibility for quality control 
on the cooperatives.
 

Several of the cooperatives distributed bonuses during the
 
pre-harvest period. These bonuses often obviated the necessity
 
for producers to borrow f:om speculateurs, a system that
 
virtually guarantees that the producer would receive a low price
 
for coffee at market time. Cooperatives that are able to pay
 
bonuses when members most need them are 
in effect replacing one
 
of the traditional roles of the speculateur. This imaginative
 
use of bonuses should be studied by cooperatives that do not
 

follow this method.
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Certain cooperatives voiced a concern that the system by
 

which CCH distributes refunds to cooperatives (from CEPEC's net
 

profits) reduced the cooperatives' incentives to produce quality
 

coffee. This is because the bonuses, which are given directly to
 
the cooperatives by CEPEC and then passed on 
the farmers, are
 

based on quality; the refunds, however, which are passed on 
to
 

the cooperatives through the intermediary of CCH, are not. If
 
refunds are 
not at least in part based upon the quality of coffee 
delivered to CEPEC, the cooperatives' incentive to deliver 

quality is lowered. In 1982-83, the amount of money CCH 
distributed to the cooperatives as patronage refunds -- 476,819 

gourdes -- was larger than the bonuses CEPEC paid for the same 
period -- 337,743 gourdes. CCH should consider how refunds might 

be better calculated to reflect the quality of coffee delivered
 

by each cooperative in CEPEC.
 

Subsidies and CEPEC Profitability
 

OPRODEX/PCC created CEPEC and continues to 
subdize its
 
operations. Subsidies 
include the salaries of key personnel,
 

rent and utilities payment, 
and the purchase and depreciation of
 

processing equipment.
 

Table 19 shows the OPRODEX/PCC subsidies to CEPEC over the
 

last three years.
 

Included in the OPRODEX/PCC subsidy to CEPEC is the salary
 
of the CEPEC director. This means that CEPEC 
management is
 
accountable to OPRODEX, rather than to 
CCH and the cooperatives.
 

This fact troubles CCH, which belives that accountability of
 

CEPEC should be transferred to the coffee cooperatives.
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TABLE 19
 

OPRODEX SUBSIDIES TO CEPEC
 

(gourdes)
 

1980-81 1981-82 1982-83
 

Personnel support 85,225 139,400 143,100 

Rent of facilities 54,880 41,160 41,160 

Equipment 81,673 9,500 -

Purchase of land - - 227,375 

Revolving fund for 900,000 1,300,000 

buying cooperative
 
coffee
 

Miscellaneous 14,952 43,783 5,951
 

1,136,730 1,533,843 417,586
 

Source: PCC financial records.
 

CEPEC financi.al statements show that in its three years of 

operations, net profits were as follows: 

TABLE 20
 

NET PROFITS FROM CEPEC OPERATIONS
 

(gourdes)
 

1980-81 1981-82 1982-83
 

102,427 37,625 703,567
 

Source: CEPEC financial records.
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A comparison of Tables 19 and 20 reveals that only in 1982

83 could CEPEC have covered its operating costs without the
 

OPRODEX/PCC subsidies. However, even in 1982-83, if a 

theoretical interest rate of 12 percent were placed on the 

revolving fund of 2,200,000 gourdes, profit would have been only 

22,000 gourdes ([.12 x 2,200,000] + 417.586 = 681,586; 703,567 

681,586 = 21,981). If a more realistic figure for the cost of 

capital in Haiti of 25 percent is used, CEPEC would have lost 

more than 250,000 gourdes in 1982-83 ([.25 x 2.200,000] + 417,586 

= 967,586; 763,567 - 967,586 = - 264,019) or about broken even if 

the cost of the land purchase is not considered (-264,019 + 

227,375 = -36,664). Although CEPEC will not have to return the 
money in the revolving fund, these calculations should underline
 

the fact that continued financial assistance will be necessary
 

over the next several years.
 

The New Plant
 

It is clear that CEPEC must increase its volume if financial
 

viability is to be achieved. The construction of new facilities
 

for CEPEC should increase efficiency and help keep unit costs
 

down. However, the increased volume may require a much larger
 

revolving fund than now exists. In 1982-83, purchases by CEPEC
 

were often delayed due to lack of adequate capital. This created
 

a certain amount of animosity toward CEPEC by the cooperatives,
 

who themselves were strapped for capital during the coffee
 

marketing season. The new facilities are not expected to shorten
 

significantly the turnaround time within CEPEC. Thus, increased
 

volume will require more available capital for purchases on the
 

part of CEPEC.
 

Project personnel think that the new pldnt will break even
 

if it exports 25,000 sacks (120 pounds per sack) per year.
 

However, no calculations were available to verify this figure.
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Therefore, the team took CEPEC financial data for 1982-83, added
 

in PCC subsidies, and made certain assumptions about the fixed
 

costs of the new plant to perfc ., the following calculation:
 

P (sales price per pound) = 6.2108 gourdes
 

FC (fixed costs) = 522,333.5 gourdes
 

V (variable costs per pound) = 6.0307 gourdes
 

P Q = FC + V Q 

6.2108 Q = 522,333.5 + 6.0307 Q 

Q 2,900,241.5 pounds, or 

24,169 sacks
 

This calculation in fact bears out the assumption that a
 
volume of 25,000 sacks per year should be sufficient for the
 

plant to operate profitably without subsidies. However, a number
 

of assumptions have been made in calculating the fixed and
 

variable costs. Changes in these assumptions could appreciably
 

raise or lower the break-even volume. The basic data as well as 

all the assumptions on which this calculation is based are 

presented in Annex D. 

Although the private coffee marketing sector appears to be
 
efficient, CEPEC has been able to transfer what would have been
 

profit to the speculateurs and exporters to the cooperatives and
 

their members. Since CEPEC is performing an important economic
 

task for the cooperatives, it should be in the interest of the
 

coffee cooperatives sector to help capitalize CEPEC in the
 

future. This could be done through authorization to retain a
 

fixed percentage of earnings or make CCH share capital available
 

to CEPEC. The latter will probably not occur, however, until CCH
 

gains more voice in and control of CEPEC.
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Coffee Marketing through CEPEC and Speculateurs
 

In 1982-83, CEPEC exported coffee at an average price of
 
6.21 gourdes per pound. CEPEC used this money as follows:
 

TABLE 21
 

USE OF CEPEC'S PER POUND SALES REVENUE
 

(gourdes) 

Base price paid to cooperatives by CEPEC 3.12 

Bonus paid to cooperatives by CEPEC 0.24 
Patronage refund to cooperatives 0.50 
Tax to the government 1.39 

CEPEC operating costs 0.32 

Stock carryover at end of year 0.64 

TOTAL 
 6.21
 

Source: CEPEC financial records.
 

The average cooperative share of CEPEC's export price was
 
the sum of the base price, the bonus, and the patronage refund,
 
or 3.86 gourdes. CNC has been encouraging individual coopera
tives to distribute the entire bonus to members, but to keep the
 
patronage refund to help capitalize the cooperative. The average
 
base price offered the cooperative by CEPEC is the same as the
 
average price offered the speculateur by the exporter. A
 
speculateur usually pays a producer 0.25 
to 0.50 gourde per pound 
less than the price he receives from the exporter. Some coopera
tives, in contrast, pass on the entire base price to the 
producer, while others retain a certain margin, usually 5 
percent, to help cover costs.
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Under various assumptions, Table 22 compares prices paid to
 

producers by speculateurs with those paid to members by
 

cooperatives.
 

TABLE 22
 

COMPARISON OF PRICES RECEIVED BY PRODUCERS
 
FROM SPECULATEURS AND COOPERATIVES
 

(without patronage refund)
 

Speculateur Cooperatives
 

A B A B C
 

Base Price 3.12 3.12
3.12 3.12 3.12
 

Amount subtracted from 0.50 0.25 0.25 5%. None
 
base price to cover
 
costs
 

Price paid producer 2.62 - 2.87 2.87 - 2.96 - 3.12 

Bonus received for 0.00 - 0.00 0.24 0.24 0.24
 
quality
 

TOTAL 2.62 3.11
2.87 3.20 3.36
 

Table 22 
shows that it is the bonus from CEPEC that creates
 
most of the difference between the bottom-line prices. Without
 

the bonus, the total price advantage in favor of the cooperative
 

producer can be very small.
 

The patronage refunds that CEPEC pays to the coffee
 
cooperatives can be used in three ways: to cover cooperative
 

operating expenses; 
to pass on to the members as a cooperative
 

patronage refund; to retained help
or be to capitalize the
 

cooperative 
and pay for such costs as member education and
 
training. Cooperatives that do not pass on the refunds to their
 

members are in effect asking members to forgo individual income
 

to strengthen the cooperative. This forgone income can be 
substantial. A refund 1982-83 a who 250full in to farmer sold 

pounds of coffee to a cooperative would have been 125 gourdes 
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operating expenses; to pass on to the members as a cooperative

patronage refund; or to be retained to help capitalize the

cooperative and pay for such costs as member education and
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(250 pounds X 0.50 gourde per pound = 125 gourdes), or $25. Of 

course, producers who are not members of cooperatives would not 

be eligible for these refunds. 

If the cooperative and the speculateur both retain the same
 

amount as their margin from the price received from the exporter
 

or CEPEC, the advantage for a producer selling to a cooperative
 

lies only in the quality bonus and the patronage refund. Table
 

23 calculates the results if both the cooperative and the
 

speculateur retain 0.25 gourde from the price received from the
 

exporter and CEPEC, and if the cooperative receives and
 

distributes to its members a 0.24-gourde quality bonus and a
 

0.50-gourde patronage refund. When the cooperative producer
 

r-ceives both the bonus and the refund, his income is 26 percent
 

higher than the income received by the non-cooperative producer.
 

If the patronage refund is removed, the difference is 8 percent.
 

TABLE 23
 

COMPARISON OF PRICES RECEIVED BY PRODUCER
 
FROM SPECULATEUR AND COOPERATIVE
 
(with patronage refund; gourdes)
 

Paid by Speculateur Paid by Cooperative
 

Price paid producer 2.87 2.87
 

Bonus for quality .00 .24
 

Patronage refund .00 .50
 

TOTAL 2.87 3.61
 

A comparison of these prices with the world market price of
 

6.21 gourdes shows that the price received by the non-cooperative
 

producer is only 46 percent of the world market price, while the
 

price the cooperative producer receives ranges from 50 percent
 

without the patronage refund to 58 percent with the refund.
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INSTITUTIONAL PERFORMANCE AND ROLES
 

OPRODEX
 

OPRODEX, created by presidential decree on April 2, 1981, is
 

essentially IPHCADE with 3 new name, a new parent ministry, and 

somewhat different responsibility. The parent ministry was 

changed from Agriculture to Commerce. Concerning attribution, 

OPRODEX is not responsible, as was IHPCADE, for assistance in the 

production of exportable commodities. But the principal 

responsibility of OPRODEX remains the one assigned to IHPCADE: 

control of the internal and external marketing of exportable 

commodities. 

Control is exercised mainly through the issuing of export
 

licenses and certificates of quality and origin for up to 37
 

commodities that have been identified as exportable. As the
 

representative of the International Coffee Organization (ICO),
 

OPRODEX is also responsible for the issuing of ICO stamps, which
 

permit exporters to export, under the annual Hditian quota, to 

other ICO member countries.
 

OPRODEX has 175 employees, 75 of whom work out of 

headquarters in Port-au-Prince. The remaining 100 are assigned
 

to one of nine regional offices located in Port-au-Prince,
 

Jacmel, Jeremie, Les Cayes, Petit-Goave, St. Marc, Les Gonaives, 

Port-de-Paix, and Cap-Haitien. The staffing pattern of the 

regional offices consists usually of a director and messenger,
 

who work in the regional headquarters town, and from 4 to 21
 

"agents de controle," most of whom are assigned to outlying 

towns. The staff in the head office in Port-au-Prince is made up
 

of 25 professionals and 50 support employees (including 

secretaries, drivers, anI messengers). Most of the professional 

employees are civil servants.
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Within OPRODEX, PCC is not th separate unit it inwas 
IPHCADE. 
Instead, the personnel of PCC include regular OPRODEX
 
staff, who receive 
salary bonuses for performing PCC work in
 
addition to their normal OPRODEX duties, plus contract employees
 
who are assigned to the 
regular OPRODEX sections or regiona]
 
offices, or to CEPEC. 
 The October 1983 payroll lists 40
 
individuals who are receiving or
full partial salaries from jCC.
 
Of this number, 19 are paid full salaries by the project (5 of 
the 19 are assigned to CEPEC), and 21 
are permanent OPRODEX or
 
Ministry of Commerce employees who receive salary bonuses. The 
bonuses received by this latter group are important; they range
 
from at least 30 percent to as much as 
120 percent of the
 
employees government salary.
 

The 1981 decree establishing OPRODEX 
authorized and
 
established responsibilities for four 
departments plus the
 
regional offices. (See Figure 1). These four departments were
 
promotions, 
control and evaluation, marketing, 
and
 
administration. 
 However, the December 1983 payroll divides 
employees into four slightly different departments: 
administration and acounting, 
control and evaluaLion, promotion
 
and marketing, and customs 
control 
and taste testing. Promotion
 
and marketing is divided into five sections: information and 
documentation, interior marketing, export control, registration, 
and cooperative marketing. (See Table 24.) In addition, there 
exists a department of finance whose chief works directly for the
 
Ministry of Commerce rather than OPRODEX. 

PCC staff work in all departments except customs control and 
taste testing. Two units -- the cooperative marketing section 
and the deoartment of finance -- appear to have been created 
especially to respond to PCC needs. The other departments and 
sectio's cooperate with PCC but would probably exist even if PCC 

did not.
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TABLE 24
 

EMPLOYEES OF OPRODEX, BY DEPARTMENT
 
DECEMBER 1983
 

Department Number of Employees 

Directors Office 9 

Administration and Accounting 29 

Control and Evaluation 6 

Promotion and Marketing 18 

Information and Documentation 3 
Domestic Marketing 4 
Export Control 5 
Registration 3 
Cooperatives Marketinq 3 

Customs Control and Taste Testing 11 

Regional Offices 102 

Port-au-Prince 26 
Jacmel 6 
Jeremie 9 
Les Cayes 10 
Petit Goave 9 
Sz. - Marc 6 
Les Gonaives 7 
Port de Paix 6 
Cap Haitien 23 

TOTAL 175 
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3
4
5
3
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6
9
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9
6
7
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ona t 
nmely.b i defor laning and evaliatoi purpose. 

75

The cooperative marketing section has probably been the most

active and successful section of OPRODEX with respect to PCC

activities. It has been instrumental in:

• Doubling the number of coffee cooperatives and pre
cooperatives;

• Tripling the membership in these organizations;

• Carrying out an active campaign of cooperative education
and leadership training; and

• Helping establish CCH and CEPEC.

In December 1983, the CCH board of directors elected the head of

the PPC cooperative marketing section as the new CCH executive

director.

It was an explicit objective of PCC to strengthen the

capacity of IHPCADE (now OPRODEX) to provide continual monitoring

and evaluation of project progress. Accordingly, the control and

evaluation section was assigned responsibility for planning,

monitoring I and evaluating PCC activities. OPRODEX has car.ried

out this function well. OPRODEX files contain a rather complete

set of annual planning and evaluation documents and special

project reports. The content of these documents'demonstrate an

ability to identify and analyze Key implementation issuesr

however, the extent to which these decisions had been made based

on the information contained in these documents 1s difficult to

determine. On a formal basis, all information flows from the

departments to the director rather than horizontally between

departments. Bowever, the key OPRODEX/PCC staff is smal~ enough

in number that informal information sharing undoubtedly allows an
inf~rmed consensus to be established on key issues. In addition,

the person who was chief of the control and evaluation department

when PCC began is now general manage: ("dl.recteur-general") of

OPRODEX. Reports from the field ofeices do not appear in PCC

filee. Thu. it is not clear to what extent information (and

particularly problem identiCication) from the field was available
on a timely ba.ie for planing and evaluation purpoee •.
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The department of finance has encountered the greatest 

amount of difficulty in executing its responsibilities under the 

project. It has not been able to secure financing for CEPEC or 

for the cooperatives from any public or private banking facility. 

However, it was able, after much delay, to secure $460,000 of the 

$500,000 that the government had committed for CEPEC's revolving 
fund. It is likely that this type of problem is inherent to a 
govenment agency that is attempting to broker financing. As long 
as the agency is not legally liable for the credit it is
 

atempting to secure for a third party, sources of financing would
 
probably prefer to negotiate directly with the borrower.
 

National Cooperatives Council
 

CNC is a government agency under the Ministry of Plan. It 
was established by government decree on February 5, 1974, 

replacing a similar agency that had existed since 1954. The 1974 

decree was superseded by another decree in 1981 that raised CNC 

to the level of a Direction General from a General Secretariat. 
The director general reports to the minister of plan and works 
with a 12-person board of directors whose members represent
 

various ministries and organizations.
 

CNC's responsibilities include:
 

e 	Monitoring the activities and finances of all registered
 
cooperatives and pre-cooperatives;
 

* 	 Intervening in cases in which abnormalities are found; 

* 	Carrying out educational activities aimed at i'mproving 
management and activities within the cooperative sector; 

* 	Acting as an advocate of the cooperative sector in Haiti; 
and 

o 	 Registering new cooperatives that fulfil L legal 
requirements.
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The department of finance has encountered the greatest

amount of difficulty in executing its responsibilities under the

project. It has not been able to secure financing for CEPEC or

for the cooperatives from any public or private banking facility.

However, it was able, after much delay, to secure $460,000 of the

$500,000 that the government had committed for CEPEC's revolving

fund. It is likely that this type of problem is inherent to a

govenment a~ency that is attempting to broker financing. As long

as the agency is not legally liable for the credit it is

atempting to secure for a third party, sources of financing would

probably prefer to negotiate directly with the borrower.

National Cooperatives Council

CNC is a government agency under the Ministry of Plan. It

was established by government decree on February 5, 1974,

replaci~g a similar agency that had existed since 1954. The 1974

decree was superseded by another decree in 1981 that raised CNC

to the level of a Direction General from a General Secretar:iat.

The director general reports to the minister of plan and works

with a 12-person board of directors whose members represent

variouti ministries and organizations.

CNC's responsibilities include:

• Monitoring the activities and finances of all registered
cooperatives and p~e-cooperatives;

• Intervening in cases in which abnormalities are found;

• Car r y i r. g 0 uted ucat ion a lac t i v i t i ~ s aim e (} a t {m pro v i n g
management and activities within the cooperative sector;

• Acting as an advocate of the cooperative sector in Haiti;
and

oRe 9 J, s t ~:! r i n g 11 e w coo p ~ r ,) t i vest h c1 t f u 1 f ill 1 e 9 i3 1
requirements.
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I 175and 1976'', CNC conducted a major survey ofte'4 
~cooperatVG-sa-that were officially registered before l975. It 

~~~~~~~taony2weesiliexsence. This experience ledr 
~CNiC to stbswmore>'striigent§ &brfditions, for registration. 

Cooperatives applying for registry now haver to 'show that they.4~have fulfilled all lawful condiios ndta thmesar 
- '.- an4ta th men ae 

~ available to carry. out the objectives of: the, cooperative. 
Between, 197,6 and the enid of -.1982, CNC accorded official- registry 

Jtoa 22 new cooperatives. Of these, 21 are still' in opertinK 
Swith 12 of these being coffee cooperatives,. 

C1NC receives all of its operating funds from the Government 
of Haiti. Its budget has not been increased' during the last 
several years. However, CbNC has manage~d to spearhead efforts, at 
improving the management and operations of cooperatives through 
seminars and training courses. In addition, it has published a 
series of brochures on cooperative activities as well as a 

mnhybulletin. The latris an efr 
understanding of cooperatives within Haiti. 

toimprove th 

L 

CNC has been instrumental in gaining international donor 
support for the UN~ICORS cooperatives as well aS assisting the 
coffee cooperatives in improving their accounting practices. CNC 

currently has several advisers from the International Labour: 
Organization .(ILO) who assist in the developm'ent of training 
programs and materials. 

- a

* 

- Recently CNTC played a crucial role in. resolving aprbe 
between CCH andPROEX concernng ownership of the land for the 

-new coffee processing faciity. CNC believed' tro that the 
~'r~aa~aland-so 'l belong to 'the coffee cooperative sector, ~ 

e'~nabling the land and faoili1ties~to~ revert to the scoffee 
aa;~aacooperatives if CEPEC ceases to exist. CNC Jar a strong supporter 
''"'of CCH, which it hel.ped create, but 'harbors a certain-mistrust, of 

PCC and its involv eet inrte cooperative, sector. CNC as 
supot the iea~ &behind CEPEC, but distrusts current CEPEC 

-
4 

' 

4' 

management.
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In 1975 and 1976, CNC conducted a major survey of the 142

cooperativQs that were officially registered before 197.5. It

found that only 20 were still in existence. This experience led

CNC to establish more stringent conditions for registration.

I· Cooperatives applying for registry now have to show that they

have fulfilled all lawful conditions and that the means are

available to carry out the objectives of the cooperative.

Between 1976 and the end of 1982, CNC accorded official registry

to 22 new cooperatives. Of these, 21 are still in operation,

with 12 of these being coffee cooperatives.

CNC receives all of its operating funds from the Government

of Haiti. Its budget has not been increased during the last

several years. However, CNC has managed to spearhead efforts at

improving the management and operations of cooperatives through

seminars and training courses. In addition, it has published a

series of brochures on cooperative activities as well as a

monthly bulletin. The latter is an effort to improve the

understanding of cooperatives within Haiti.

CNC has been instrumental in gaining international donor

support for the UNICORS cooperatives as well as assisting the

coffee cooperatives in improving their accounting practices. CNC ~

currently has several advisers from the International Labour ~

Organization '(ILO) who assist in the development of training

programs and materials.

Recently, CNC played a crucial role in resolving a probleln

between CCH and OPRODEX concerning ownership of the land for the

new coffee processing facility. CNC believed strongly that the

land should belong to the coffee cooperative sector, thus

enabling the land and facilities to revsrt to the coffee

cooperatives if CEPEC ceases to exist. CNC 1s a strong supporter

of CCH, which it helped create, but harbors a certain mistrust of

PCC and its involvement in the cooperative sector. CNC also

supports the idea behind CEPEC. but dietruete current CEPEC

management.
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A,.~lthoug WC1NtCdoes not at-preset have thel means {and~ 
neesar saf t crr ot t mandate, the knowledge, work, 

4 
 and understaniding it-hasgained over the past 4 eight years is a 
Aresource that~should be 'called uointeplanning o n
 

Ssupport to the coffee cooperative secor 

The Union of Haitian Coffee Cooperatives -~-,-

CCH wa'sabihdOcoe 
 21j179 sa frtseptwr 

Sthe creation of~a. federation of coffee cooperatives in~Hal ;
 
The creation of4 CCH, as--'neitheriplanned nor foreseen under PCC.
 

SIt
 
4 is a. good 'example of 'an uniexpected and, in thi's case, 

' ,* fortuitous 4development that can profoundly effect thePA 
implementation of a development prjc. 

A The ev-nts that le'd up to the, establishment
4 'of CCH were: 

4 efirst 
oe l ,a 

event that received 'fina~ncia>l and 'org~anizational~ supporti 

A 44--' from PCC; 4  '4 

~eA visit by PCC and cooperative personnel-to Costa Rica to 
7 

observe the 'coffee cooperative structure and i ts 
relevance to Haiti; the visit was organized and6 supported 

with -PCC funds; and 

9 The strong recommendations and guidance. received from A 
"A'-'"- Alvaro'<Ji -menez .Castro du~ring two consultancies. to' Hafliti "'> 

4'A$-.4~.~- ~ in 1979 and 1980., 4 4 -  -4 4-- 4 (444A' 
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 act oeee 
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Although CNC does not at· present have the means and

out its mandate, the knowledge, work,

gained over the

support to the coffee cooperative

necessary staff to carry,

and understanding it has

resource that should be called upon in

sector.

past

the
eight years is a

planning of any

The Union of Haitian Coffee Cooperatives

CCH was established October 22, 1979, as a first step toward

the creation of a federation of coffee cooperatives in Haiti.

The creation of CCH was neither planned nor foreseen under PCC.

It is a good example of an unexpected and, in this case,

fortuitous development that can profoundly effect the

implementation of a development project.

The e~~nts that led up to the establishment of CCH were:

• The first National Congress of Coffee Cooperatives, an
event that received financial and organizational sup?ort
from PCC;

• A visit by pce and cooperative personnel to Costa Rica to
observe the coffee cooperative structure and its
relevance to Haiti; the visit was organized and supported
with PCC fund.; and

• The strong recommendations and guidance received from
Alvaro Jimenez Castro during two consultancies to Haiti
in 1979 and 1980.

As a result, CCH was charg~d with the f~nction8 foreseen for

CNCC, which was planned under PCC. It therefC're became necessary

~1 link the marketing and processing activities created and

supported under PCC with eCHo However, it was not until 1981

that CEPEC was able to secure adequate provisional facilitiee and

begin to serve CCH members.

After solving a series of organizational problems. CCH has
recently taksn the following stsps'



A. headquarters~ while waiting~ for" officsi h e EE-K'j 

-S -'Chose an executive director and an accountant; 

-------

0 Slecedeight: ,regional- supervisors to work at 
Sestabl'ishing links with membe'r cooperatives. These 

--- inrdiv'iduals~began, work ini Octb 1~983 after 
participating in~several training courses; anid 

~Carried out a survey among members. to ;define major
-problems and. areas in which CCH might play a'useful ,role.-

To date, CCH has operated without full-time personnel. The~ 
choosing of an executive director and an accountant .should mean 

I!that CCH will begin to operate on a~pemnn.addyt-a 

basis under the supervision of1 it ce~ordo'ietr and 
;overs-ght committee. No, organizational chart has been 

~$ ~~established. _Until the end of '193 all CCH decisions, weemd 
.~-andcarried out by the board.- -

CCH ha's received most if not all of it oprtn fnsfo 
PCC. CCrn has depended on these funds to carry, otits limited. 
but expanding. operations in support of its mebes C i 

reonze sa cooperative of coffee coeaisbyC and as-.~ 
such should establish its own -financial- vibliy Topdate, PCC 

-has financially supported-meetings and reunions of CCH as well as 
y made available funds for training personnel. It has also'made 

its~j~ personnel- avial t ep the operaions f CCH Ove 

~V T.the last three y'ears, PCC has- contributed 651000 gourde- to cover, 
- the icosts of meetings and. assemblies.. CCH's goal over -the next 

-several$ years shouldl be to break away from this ye'O 
dependence# 

-

il~n May 
I nitiative 

1983, 
fuds 

CCH received 
to be ~ue~~aiy 

$155,00 in Caribbea 
frloans 1 to 

Bain 
member-

copeatve ' to. esals reovn de~topurchase coffee from - i cqm 

... . ~
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• Found an independent physical location for its
headquarters while waiting for offices in the new CEPEC
facilities;

• Chose an executive director and an accountant;

• Selected eight regional supervisors to work at
establishing links with member cooperatives. These
individuals began work in October 1983 after
participating in several training courses; and

• Carried out a survey among members to define major
problems and areas in which CCH might playa useful role.

To date, CCH has operated without full-time personnel. The I

choosing of an executive director and an accountant should mean

that CCH will begin to operate on a permanent and day-to-day

basis under the supervision of its elected board of directors and

oversight committee. No organizational chart has been
established. Until the end of 1983, all eCH decisions were made

and carried out by the board.

CCH has received most if not all of its operating funds ,from
PCC. CCH has depended on these funds to carry out its limited

but expanding op~rations in support of its members. CCH is

recognized as a cooperative of coffee cooperatives by ONC and as

such should establish its own financial Viability. To date, PCC

has financially supported meetings and reunions of CCH as well as

made available funds for training personnel. It has also made

its personnel available to help in the operations of CCH. Over

the last three years, pce has contribut~d 65,000 gourdes to cover

the costs of meetings and assemblies., eCH's goal over the next

several years should be to break away from this type of

dependence.

In May 1983, CCH reoeived PSS,OOO in Caribbean Basin

Initiative funds to be used primarily for loans to member

cooperatives to establish revolving funds to purchase coffee from
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members .By December 1983, 20 loans to cooperatives had already 
~ -- been disbursed-, with additional- loans pending. Interest on 

s' sthese loans was'fixed at 12percent per annum.
 

RcnlCEPEC,has turned over more than 700,000, gourdes to 
80 

CCH s frm CPEC,operations for the fiscal year.
pofi 1982-83 
This is -the first time that:.CEPEC has made profits available to,. 

CC;it is unclear how or why this decision was ma'de. The 
general 1assembly meeting planned for late December 1983 was to 

-decide 
 on the division and uses of this money. The board of cH 

rproposed the following allocation of these funds:
 

TABLE 25 

PROPOSED DISTRIBUTION OF CEPEC's bETPROFITS, 1982-1983
 

gourdes)
 

Interest on shares 
 701
 
(11,685 G x 6%)
 

Capitalization from purchases 23,59
 

(4,717,874 G x .5%)
 

Legal reserve (10%) 
 -70,356
 

-Education
~j.- fund (10%) ; 
-70,000
 

Buying fund 621096
 

ti.Patronage refund to members 
 476,819
 

TTAL - - - - - 703,565
 

Source CCH. 
-

This proposed budget reveals tha-t te CCH board of, directors, 
S~-is attempting to balance its need fo t w prtn capital 

wh the more immedi~ate needs and interests ofits member 
coprtvs The creation of an' educational fund, increasePCC~ica ad u~j.~.flu i.€i1ia1i CC ca'pitalization, and the. 

,the 

iiii11111 buyingIl fund 
, 

• i~:.i' 
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members. By December 1983, 20 loans to cooperatives had already

been disbursed, with additional loans pending. Interest on

these loans was fixed at 12 percent per annum.

Recently, CEPEC has turned over more than 700,000 gourdes to

CCH as profit from CEPEC operations for the 1982-83 fiscal year.

This is the first time that CEPEC has made profits available to

CCH; it is unclear how or why this decision was made. The

general assembly meeting planned for late December 1983 was to

decide on the division and uses of this money. The board of CCH

proposed the following allocation of these funds:

TABLE 25

PROPOSED DISTRIBUTION OF CEPEC's NE, PROFITS, 1982-1983

(gourdes)

Interest on shares
(11,685 G x 6%)

Capitalization from purchases
(4,717,874 G x .5%)

Legal reserve (10%)

Education fund (10%)

Buying fund

Patronage refund to members

TOTAL

Source: CCH.

701

23,591

70,356

70,000

62,096

476,819

703,565

This proposed budget reveals that the CCH board of directors

1s attempting to balance its need for its own operating capital

with the more immediatu needs and interests of its member

cooperatives. The creation of an educational fund, the increase

1n CCH cap1talization, and the add1t1ons to the buy1ng fund



~indicate 
a,concern~for increased, independence and vibility.
 

&:sCCH 'sdistribution of the patronage ~refund is accompa ied by a
 
suggestion~to member cooperatives~that the refund be used to
 

~< increase capiLtalization of individual cooperatives. 

All parties agree in ~theory that CCH should eventually take 
ovrtotal control of CEPEC. An 'orderly plan should be 
established on how this can best be done. CCH's contribution to 
the future of CEPEC in improving quality control of coffee and in 
arranging for funds' be used in the 
purchase of coffee from
 
individual members is important to the growth and health of
 
CEPEC.~ That CCH is not presently reinvesting ~or supporting the 
financial growth of CEPEC, as seen through the division of CEPEC 
profits, should give forcause concern.,
 

Relations Among Ke Institutional Actors
 

v One of the key implementationr problems, with PPC was that two 
government organizations, IHPCADE and BCA,. shared project 
resources and project implementation responsibility. Neither of 
these organifzations was subordinate to the other; no project 
manager had the auth ority to control or coordinate their 
ectivities. The predictable consequence of this arrangement 
was
 
that project-related activities often proceeded on 
two
 

uncoordinated tracks, resulting in misunderstandings about 
project priorities, confusion about input delivery schedules$ 
and, ultimately, loss of confidence among beneficiaries. [71 

PCC has been spared this pr'oblem. With~the exceptionof 
certain inpuats thatAID provi.des directly, all poeteore 

-~4and 
 responsibilities have .been centralized in one oranzaio
 

~~OPODEX. Official project documentii contain vague references to-~ 
a ori~tn oethatwudbepa' y the AgriculturalI 

Cooperative Service 1(ACS) with respect to the cooperatives 
comiponent4 of the project.i-In fact, ,ACS has played norole in the 

im l m nt to of1 4P14CC I . -

v 
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indicate a concern for increased independence and viability.

CCH's distribution of the patronage refund is accompanied by a
suggestion to member cooperatives that the refund be used to

increase capitalization of individual cooperatives.

All parties agree in theory

over total control of CEPEC.

that CCH should eventually take

An orderly plan should be

established on how this can best be done. CCH's contribution to

the future of CEPEC in improving quality control of coffee and in

arranging for funds be used in the purchase of coffee from

individual members is important t~ the growth and health of

CEPEC. That CCH is not presently reinvesting or supporting the

financial growth of CEPEC, as seen through the division of CEPEC

profits, should give cause for concern.

Relations Among Key Institutional Actors

One of the key implementation problems with PPC was that two

government organizations, IHPCADE and BCA, shared project

resources and project implementation responsibility. Neither of

these organizations was subordinate to the other; no project

manager had the authority to control or coordinate their

r.ctivities. The predictable consequence of this arrangement was

that project-related activities often proceeded on two

uncoordinated tracks, resulting in misunderstandings about

project priorities, confusion about input delivery schedules,

and. Ultimately, loss of confidence among beneficiaries. [7]

PCC has been spared this pr~blem. With the exception of

certain inputs that AID provides directly, all project resources

and responsibilities have been centralized in one organization -

OPRODEX. Official project document'l contain vague references to

a coordinating role that would be played by the Agricultural

Cooperative Service (Acsl with respect to the cooperatives

component of the project. In fact, ACS has played no role 1n the

implementation of pac.



Strctraly iti oehtaoaosfor PCC cooperative , 

foon m at d ed c t on r s o 
 si i i i e o b e l c t e n a
 

~organization such as OPRODEX, which lacks an official mandate 
andprio''topCChad ad ittle experience in this field.
 

However, in view of the operational weaknesses and inexperience
 
of organizations that did have th coprtve adte uha 

SACS or CNC, coupled with the desirability'of centralizing project~ 
impleenatonauthority and resources,. the decision to-place 
thi compnoient.wt PRDXwsudutdysud This 
decision< looks particularly wise in~view o f the strong 

performance of OPRODEX's coo.peratives mar,%eting section. -


... The centralization of PCC resources and decision-making. 
authority helped PCC avoid many of the imlmnainobstacle 
that were encountered in PPC., However, even 'when this. 

centralization occurs, the favored implementing agency does not,' 
usually have complete control over its decisions and 

activities.[8J Aside frmtene olshecoperation'of 
o&ther organizations whose influence, poiymkn', oeo 
non-project resources may have to be mobilized to make4 .the, 

Wproject work$ other ognztnsfrequently make claims, 7 
leitmtely or illegitimately, on project resources ~'during t.he 

V V 
 course of implementation. 
.. 

Bot CN n.C a laim to parts of PCC turf that' now . 

belon to OPRODEX. Both organizations wield i funeon thej 
projectV eve though-neither has direct access t~o rjed 

~resources. (see Fiue2. Bthcn contribute positively to 

theachevman of -rojec~tobjectives, but collaboratio with 
QPRODE has frequently been hampered byits- reune to 

4reiqish Vcontrol' of discrete project activities 1and byV aVjV 

certai amun ofmta dsrs ha rie mn the 4treea 


orgaizatonsV
 

J _.V.4VV4.VVV 
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Structurally, it is somewhat anomalous for PCC cooperative

formation and education responsibilities to be located in an

organization such as OPROD~X, which lacks an official mandate

and, prior to PCC, had had little experience in this field.

However, in view of the operational weaknesses and inexperience

of organizations that did have the cooperatives mandate, such as

ACS or CNe, coupled with the desirability of centralizing project

implementation authority and resources, the decision to place

this component with OPRQDEX was undoubtedly sound. This

decision looks particularly wise in view of the strong

performance of OPRODEXfs cooperatives mar~:etin9 section.

The centralization of PCC resources and decision-making

authority helped PCC avoid many of the implementation obstacles

that were encountered in PPC. However, even when this

centralization occurs, the favored implementing agency does not

usually have complete control over its decisions and

activities.[8] Aside from the need to enlist the cooperation of

other organizations whose influence, policy-making, power, or

non-project resources may have to be mobilized to mak~ the

project work, other organizations frequently make claims,

legitimately or illegitimately, on project resources during the

course of implementation.

Both CNC and CCH lay claim to parts of PCC turf that now

belong to OPROOEX. Both organizations wield influence on the

project even though neither has direct access to project

resources. (See Figure 2.) Both can contribute positively to

the achievement of project objectives, but collaboration with

OPRODEX has frequently been hampered by its reluctance to

relinquish control of discrete project activities and by a

certain amount of mutual distrust that has arisen among the three

organizations .

.0
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FIGURE 2

RELATIONS BETWEEN OPRODEX, CCH, AND CNC

. ., .
WORLD

OPRODEX/PCc;., . .....
" .. ... ..... . ...., . ... . .... ...

". . ...., . . .... . ...., . ...
:.1..:1 •~

MARKET -<::-------------) CE~,EC ================> CCH

'" ~??
,. 7

'" ++
~

'~ It!-?
CCH MEMBERS

Legend:
..... Management Control
----- Payments for Coffee Purchase
___ Coffee Sold
.-.-.- Subsidies
===== Patronage Refunds

Although no role for CNC was foreseen in any project

document, CNC perceives that it should be responsible for the

cooperative education component of PCC. CNC believes that CEPEC

Buffers from management problems ~hat would be relieved once

control of CEPEC passes from OPRODEX to CCH. It is 1 ike1y that

the~e perceptions have been influenced heavily by eNe's long-term

advisers from the ILO.

The existence of CCH was not foreseen when the project WAS

originally designedr thus, no resources or responsibilitiss were

accorded it. By ths time ths grant agreement wao amended in

1980, however, CCH had been created. The grant amendmont

recognized this occurrence by stipulating that the project would

"integrate gradually the project's staft into th' new small

coffee produoers' marketing organization in order to eltablieh a
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~zbasis for independent operations by the, end of the project." In
 
'subsequent. documents it was also understood that CCH, 
as the 

"~'naionlcooperative of coffee cooperatives, would assume control<4 
A~f o'f the coffee processing plant., 

To date' little progress has been made in moving toward this
 
transfer of control.< OPRODEX retins complete operational 
authority over CEPEC. It hires, fires, 
and pays all CEPEC staff,

7' except the wage laborers.~ It'estabishes the price, that CEPEC 
pays for' cooperative coffee and approves all policies in such 
areas as quality premiums, refunds, transportation, and 
reimbursements. CEPEC negotiations' with overseas brokers and 
buyers are handled through OPRODEX, using its telex.' CCH has no, 
operational authority in this area.' Its claim to this 
authority i'
 
is not based on its presumed competence, but only on the fact 
that it represents the cooperatives whose coffee is being
 
processed and exported by CEPEC. Despite the 
lack of any CCH 
contribution to the 'management of CEPECt a large portion of CEPEC 
profits are turned over to CCH every year. 

On several occasions, timetables have been formally or 
informally established for the transfer of CEPEC from OPRODEX to . 

CCH. According to a 1980 OPRODEX/PCC planning document, the
 
transfer was scheduled to occur as early as October 1980. In 
* 

1982, a convention was signed between OPRODEX and CNC recognizing, 
-that OPRODEX/PCC would be responsible for the construction and 

operation of the new coffee processing factory, but that all' 
'parties would "work toward", the integration of, PCC staff into the 
new coffee miarketing organi±zation, in addition, the transfer of 
o perational authority1 to CCH would occur when CCH 'was "ed. 
More 	 recently# C1NCI intervening on beafo C1 a ugse 

aneih-step process by; wh'±ah'a gradual transfer would take 

mplanned fzor October-1I985,~'
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basis for independent operations by the end of the project." In

subsequent documents it was also understood that CCH, as the
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On several occasions, timetables have been formally or

informally established for the transfer of CEPEC from OPRODEX to

CCH. According to a 1980 OPRODEX/PCC planning document. the

transfer was scheduled to occur as early as October 1980. In

1982, a convention was signed between OPRODEX and CNC recognizing

t!\at OPRODEX/PCC would be responsible for the construction and

operation of the new coffee processing factory, but that all

parties would "work toward II the integration of pce staff into the

new coffee marketing organization. In addition, the transfer of

operational authority to CCH would occur when CCH was "ready,'1

More recently, eNC, intervening on behal f of CCH, has sU9gested

an eight-step process by which a gradual transfer would take

place. with the last st~P. representing tull control by CCH,

pianned for October 1985.
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In late 1982, CCH and Ot)RODEX were forced to deal with1 an
 
i
~ssue that illustrates the difficuities involved in the whole
 

trasfe problem. The issue involved ownership of the land, for
 
the new factory. CCH wanted the title to the land, which the
 

7government purchased for the project, to be in its name. 
 OPRODEX 
opposed this. A'compromise solution was that the land was 
purchased by "the Haitian State for and in the name of the coffee . 

cooperatives of Haiti." A opinion by an AID lawyer stated that 
this arrangement probably did not satisfy the requirement that 
"1clear title" be obtained for the factory land since the wording 
is unclear about whether the land belongs to the state or to the 
 ,, 

coffee cooperatives. The opinion added, however, that if all 
parties were satisfied with the wording, perhaps it should be
 
left alone. 

OPRODEX's position lately has been to avoid the 
transfer
 
issue. A transfer of control of project resources to CCH is
 
clearly not in OPRODEX's interest. For one thing, this transfer 
would remove the justification for the generous salary top-offEs 
that are now being received by most of the top OPRODEX staff.
 
The project objective'of integrating this staff into the
 
cooperatives' marketing organization, moreover,~ probably amounts 
to wishful thinking. Most of. the top OPRODEX/PCC staff are civil
 
servants who are'now receiving, in effect, two salaries, one from 
the government' and one It to
from the project. is difficult 

conceive of circumstances under which these individuals would 

give up the security of government employment plus one-half of 
their salary to accept employment, from a new organization of . 

uncertain~financial means,. 

Iseems unieyta h transfer problem or the larger, 
iss5ue of relations among 1CCHI CNCj and 0PRODEX/PCC will be~ 

-~~resolved~ 
 during the life of.AID assistance to PCC.{ Institutional 

'~I~nterests are too ~firmly eszbihdlnd htr calmistrust too 

' 

-

adane
far texpect that cooperation anid collaborationwill""'~ 
im~~lpr'ove greatly over 'th~e next eight mnonths. The closingi down of1"~~' 

th rojectand 1the~ withdrawal' of AID assistance, moreovero 
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In late 1982, CCH and O;RODEX were forced to deal with an

issue that illustrates the difficulties involved in the whole

transfer problem. The issue involved ownership of the land for

the new factory. CCH wanted the title to the land, which the

government purchased for the project, to be in its name. OPRODEX
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servants who are now receiving, in effect, two salaries, one from

the government and one from the project. It is difficult to

conceive of circumstances under which these individuals would

give up the security of government emploYr.1ent plus one-half of

their salary to accept employment from a new organization of

uncertain financial means.

It seems unlikely that the transfer problem or the larger

issue of rslations among CCH. CNC. and OPRODEX/PCC will be

resolved during ths life of AID assistance to PCC. Institutional

interests are too firmly established and historical mistrust too

far advanced to expect that cooperation and collaboration will

improvs grsatly ovsr ths nsxt sight months. Ths closing down of

the project and the withdrawal of AID assistance, moreovor,
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reduce AID leverage in~this' 'matter. What ADcndo, however, i s 
to use the .development5 of the proposed coffee technology transfer 
project as'a forum to,bring all interested-parties together. AID
 
should place as much responsibility as possible on the . 

participating institutions to draw up organizational arrangements
 
and. mechanisms for collaboration that will make the new project 
work. To the extent that this design process is truly
 
participatory, it should be possible to negotiate arrangements 
satisfactory to all parties concerning not only the issues 
of
 

institutional roles and responsibilities in the new project, but 
the current institutional issues as well.
 

THE FUTURE OF THE HAITIAN COFFEE SECTOR
 

This evaluation has shown that coffee marketing through
 
cooperatives, although not without problems, can be viable and
 

constitute for the small farmer a more reumunerative outlet than 
had been available through the speculateur. The Haitian coffee 
sector as a whole, however, will advance only if progress is made
 
toward the resolution of two other problems: 
 coffee production
 

and the coffee tax.
 

The Production Problem
 

Over the last 30 years, coffee production in Haiti has
 
stagnated. Available data 
indicate that for the period 1952-61,
 

Haitian farmers produced an average of 34,600 
tons per year; for
 

the period 1962-71, average annual production was 34,000 tons; 
and for 1972-81, production averaged 30,000 tons. During this 
same period, exports decreased approximately 1.5 percent per
 

year, from a level of 27,600 tons per year in 1950-54 to only
 
13,500 tons per year. Thestagnation in production and decrease
 

~in'exports appear to be a pause in a long-term decline that has 

beetaingplace'since before the turn of thecnuyf9
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This evaluation has shown that coffee marketing through

cooperatives, although not without problems, can be viable and

constitute for the small farmer a more reumunerative outlet than

had been available through the speculateur. The Haitian coffee

sector as a whole, however, will advance only if progress is ,made

toward the resolution of two other problems: coffee production

and the coffee tax.

The Production Problem

Over the last 30 years, coffee production in Haiti has

stagnated. Available data indicate that for the period 1952-61,

Haitian farmers produced an average of 34,600 tons per year; for

the period 1962-71, average annual production was 34,000 tons;

and for 1972-81, production averaged 30,000 tons. During this

same period, exports decreased approximately 1.5 percent per

year, from a level of 27,600 tons per year in 1950-54 to only

]3,500 tons per year. The stagnation in production and decrease

in exports appear to be a pause in a long-term decline that has

been taking place since before the turn of the century.[9]
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Reasons for Stagnation in Production
 

Many reasons have been offered to explain the stagnation in
 
coffee production. Overall agricultural production in Haiti has
 
been stagnant for a number of years; thus, stagnant coffee
 

production is a part of a larger problem affecting the entire
 

agricultural sector.
 

Second, the land/labor ratio is decreasing, causing a shift
 
toward more labor-intensive enterprises and an increase in culti
vation on more marginal lands.
 

Third, the price of coffee in real terms has declined by 4.8
 
percent per year during the post-war period. However, there is no
 
discernible downward trend in the relationship between coffee
 

prices and the prices of foodcrops. For example, the ratio
 
between coffee and bean prices remained at a level between 1.24
 

and 1.36 over the three five-year periods between 1962-66 to
 

1972-76, before rising to 2.28 during 1977-81.
 

Fourth, production projects, such as PPC, failed to have any
 
sustained impact coffee
on production, although some temporary 

increases in yields were realized. Principal shortcomings in PPC 
included an inadequate technical package, a weak extension 

program, and a weak link between the farmer loan program and
 

input supply.[10] 

Other important factors inhibiting growth in coffee
 
production include a declining resource base, that is, soil
 

erosion; land tenure arrangements not amenable to investment in
 

land improvement; and unsuitable macro-economic policies, such as
 
import quotas, which artificially raise the prices of foodstuffs,
 

and the coffee export tax.
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Approximately 180,000 Haitian farmers grow coffee. Average
 

coffee area per farm is about 0.77 hectare. Yields are low, about
 

200-250 kilograms per hectare.
 

Coffee is not always the most remunerative enterprise in
 
Haitian farming systems. In some areas, such as Thiotte and
 
Baptiste, coffee is more profitable than food crops. In
 

elevations below 300 meters, food crops seem to be more 
profitable. A survey of farmers in northern Haiti revealed that
 
gross returns to coffee production were about average among six
 
enterprises examined. Coffee ranked third among the six
 
enterprises examined on both returns to 
land and returns to
 
labor; compared with coffee, returns to land were higher for
 
maize, upland rice, and cocoa but lower for bananas and peas.
 
Coffee ranked third on returns to labor, lower than bananas and 
peas, higher than rice and maize, and about the same as 

cocoa. [11] 

But profitability is only one of several factors that
 
farmers consider in making their production decisions about
 

coffee.
 

0 	 In areas in which drought is an important threat to 
maintaining food supplies, coffee is an important 
insurance crop. As a result of drought, farmers in 
Chardonnieres experienced a failure in their production
of annual crops in 1983. Their coffee trees were not 
greatly affected, however, because they grow their coffee 
at 	a higher altitude. In addition, the shade cover that
 
characterizes most farmer coffee fields limits the
 
effects of drought on coffee production.
 

* 	Coffee production can also constitute a kind of savings

bank for the farmer; well-dried "coque coffee," that is, 
dried coffee cherries, may be stored for long periods

without losses; thus, farmers rely on their stocks of
 
stored coffee to meet incidental expenses throughout the
 
year.
 

a 	The market for coffee is generally more reliable than for
 
foodstuffs. Timely marketing is less important for 
coffee than for other foodcrops, since it can be stored 
more easily. Thus, coffee marketing presents fewer risks
 
to 	the farmers than food-crop marketing.
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Coffee ranked third on returns to labor, lower than bananas and

peas, higher than rice and maize, and about the same as

cocoa.[ll]

But profitability is only one of several factors that

farmers consider in making their production decisions ~bout

coffee.

• In areas in which drought is an important threat to
maintaining food supplies, coffee is an important
insurance crop. As a result of drought, farmers in
Chardonnieres experienced a failure in their production
of annual crops in 1983. Their coffee trees were not
greatly affected, however, because they grow their coffee
at a higher altitude. In addition, the shade cover that
characterizes most farmer coffee fields limits the
effects of drought on coffee production.

• Coffee production can also constitute a kind of savings
bank for the farmer; well-dr1.ed "coque coffee," that is,
dried coffee cherries, may be stored for long periods
without losses; thus, farmers rely on their stocks of
stored coffee to meet incidental expenses throughout the
year.

• The market for coffee is generally more reliable than for
foodstuffs. Timely marketing is less important for
coffee than for other foodcrops, since it can be stored
more easily. Thus, coffee marketing presents fewer risks
to the farmers than food-crop marketing.
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* Coffee yields are less affected by labor supply than are
 
annual crops. A shortfall in labor supply during the
 
peak labor period for coffee, the harvesting season, will
 
have a much less serious effect on coffee yields than on
 
fodd-crop yields.
 

Most small farmers do very little to manage their coffee 
plantations. New coffee seedlings -- "cafe rat" -- sprout from 

fallen berries and grow under heavy shade. Farmers generally do 
not weed, thin, or prune their trees. Most reports claim that 
there is very little scope for increasing production of cafe rat.
 

These reports are not based on interviews with farmers, however,
 

whose management strategies are complex. For example, these
 
reports criticize the shading of coffee plantations by small
 
farmers. However, although shading does decrease production in
 

good years, it may positively effect it during drought years.
 

In fact, very little is known about how Haitian farmers 
manage their farming system -- their objectives and priorities, 

their available resources and constraints, and how they manage 
their resources to meet their objectives in the hazar'dous 
environment they face. It is thus not surprising that problems 

have been encountered in assisting farmers to increase their
 

production.
 

The reasons that farmers do not adopt improved packages
 

poorly understood. PPC researchers and extension workers claimed
 

that their package was technically sound but that farmers were
 

too conservative to adopt it. However, the recommended variety,
 

Caturra, was more susceptible to disease, pest damage, and weed
 

damage than the farmers' traditional variety.
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The International Coffee Organization Quota
 

Concern has been expressed in some quarters about the 
desirability of increasing production in the face of the low
 

export quota that ICO has accorded to Haiti. The quota has been
 

about 400,000 sacks a year in recent years. The evaluation team
 

does not feel that this quota constitutes an important deterrent
 

to increasing production.
 

First, over the last 20 years, Haiti has attained its quota
 

only three times. Average exports over this period have been
 
less than 320,000 sacks per year. Thus, average annual
 

production could increase by at least 25 percent before attaining
 

the current quota.
 

Second, the increasing domestic demand for coffee plus the 

possiblity cf exports to non-ICO countries could probably 

accommodate a much larger volume of exports. 

Third, the ICO quota is set in part on the basis of
 
projected production. If Haiti demonstrates an increase in
 

production potential, there is reason to believe that the quota
 

could be negotiated upward.
 

Toward Increasing Coffee Production
 

The evaluation team feels that increasing coffee production
 

should receive high priority from AID. First, coffee is Haiti's
 
most widely grown crop; thus, even modest increases in production
 

can have an important effect on improving rural incomes. Second,
 

whereas PCC has increased small farmer incomes by tranferring
 
profits from middlemen to farmers, these gains are very modest
 

compared with what could be gained through a sustained increase
 

in production. For example, farmer producer prices, and thus
 
farmers' returns, have increased by 8-26 percent as a result of
 

sales to the cooperative; but further increases are limited by
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the absolute size of the intermediaries' margin. The potential
 

for increasing production, however, is considerable. Even if
 
yields per hectare were doubled, resulting in a doubling of
 

farmers' returns, Haiti would still find itself in the lower
 

range of yield levels among coffee producing countries.
 

Two other observations also support the argument for
 
emphasizing coffee production. First, there is no 
evidence in
 
agricultural development studies in the developing world that
 
export crop production must come at the expense of food crop
 
production. Instead, empirical evidence supports the opposite
 

hypothesis -- expanding export crop production is usually
 
accompanied by expanded food crop production. The principal
 
reason 
for this finding is that increased production in an export
 

crop has important spread effects that influence the entire
 
system. Thus, for example, improved inputs and infrastructure
 

contribute to increasing production throughout the system.
 

Second, the slow growth of world demand for coffee is not a valid
 
argument against increasing production as long as Haiti cannot
 

even maintain its share of the world coffee market.
 

The strategy that must be adopted to increase production
 

must inclvide:
 

" 	Reforming fiscal policies that are detrimental to coffee
 
production;
 

" 	Strengthening institutions that can play role in
a 

supporting increased production; and
 

* 	Developing technologies that increase productivity and
 
are acceptable to for Haitian farmers.
 

Cooperatives have an important role to play in the second
 

and third areas:
 

Institutional support. Cooperatives can contribute to
 
increasing production by marketing inputs essential to improved
 
coffee production -- improved tools and equipment for maintaining
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and processing coffee, production inputs, and information on
 

increasing production. Many cooperatives have proved themselves
 
adept at diversifying their activities; marketing coffee inputs
 

can be an important complementary operation to marketing output.
 

Contributing to improved production methods. This area is
 

considerably more complex than is the marketing of inputs.
 

Researchers know the principles of increasing coffee production
 

in Haiti; what is lacking is knowledge of how to apply these
 

principles to the systems of small farmers in ways that will be
 

acceptable to them. This, in fact, was a principal weakness of
 

PPC. It is beyond the scope of the cooperatives' resources to
 

support a research and extension program to develop new
 

technologies or even adapt existing ones to the conditions of
 

small farmers. For example, it is not likely that dssigning a
 

middle-level technician trained in modern coffee production
 

methods to a cooperative would contribute significantly to coffee
 

production among the cooperatives' members.
 

What is needed is a more broadly focused farming systems
 
research (FSR) program involving multi-disciplinary teams of
 

researchers diagnosing farmers' problems and carrying out
 

adaptive on-farm research, as anticipated in the Haiti FSR
 

project, soon begin. Cooperatives can play an important role in
 

supporting the activities of an FSR team, helping to organize
 

survey work in the diagnostic phase and to conduct and maintain
 

on-farm experiments, and mounting demonstrations of new
 

techniques of production. Cooperatives should not have to
 

perform these functions without being reimbursed for their
 

efforts, however. Some form of contract or protocol between an
 

FSR unit and a cooperative, explicitly stating the obligations of
 

each side, may be the best way to formalize cooperation.
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project, soon begin. Cooperatives can play an important role in

supporting the activities of an FSR team, helping to organize

survey work in the diagnostic phase and to conduct and maintain

on-farm experiments, and mounting demonstrations of new

techniques of production. Cooperatives should not have to

perform these functions without being reimbursed for theit'"

efforts, however. Some form of contract or protocol between an

FSR unit and a cooperative, explicitly stating the obligations of

each side, may be the best way to formalize cooperation.
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The Coffee Export Tax
 

Taxes on coffee exports have long been an important source
 
of revenue for the government of Haiti. Between 1977 and 1981,
 
coffee export taxes averaged 14.7 million dollars, 25.4 % of the
 
total value of coffee exported and 12.3 % of general government
 

current revenue.[12]
 

The coffee export tax combines a specific and an ad valorem
 

tax.[13] Instituted in 1973 and modified in 1977, the rate
 
structure is complicated, characterized by haphazard variation in
 
the actual rates of taxation (see Table 26). The system thus has
 
many peculiar and evidently unintended effects. For example, an
 
exporter selling a 60-kilogram sack of coffee at 285 gourdes pays
 
a tax of 77.2 gourdes and thus earns 207.8 gourdes. Curiously,
 

if the exporter sells the same quantity at 301 gourdes, he pays a
 
tax of 96.6 gourdes and thus earns only 204.4 gourdes. Thus,
 
within a certain range of prices, he earns less money when
 
selling at the higher price. Overall, the system has a slight
 
stabi].izing influence on total export revenue, since the tax rate
 
decreases when coffee prices drop to very low levels.
 

Despite the many calls for its reduction or elimination in
 
recent years, the coffee tax has remained an important source of
 
government revenue. 
From 1969 to 1972, coffee taxes averaged
 

$5.1 million per year, or 10.4 percent of total budget revenues.
 
From 1977 through 1981 they averaged $14.7 million, or 12.3
 

percent of budget revenues.
 

However, as a percentage of the total coffee price received
 
on the world market, taxes have decreased in recent years, due to
 

the tax reform of 1973 and the rise in coffee prices in the late
 
1970s. Table 27 
shows that whereas taxes accounted for 33.6
 
percent of the value of exports during the 10 years before the
 

reform, 1963 through 1972, they accounted for 24.9 percent of the
 
value during the 10 years following the reform, 1979-82.
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TABLE 26
 

TAXES ON UNWASHED OR BROKEN COFFEE
 

FOB Price
 
Gourdes/60 kg. Sack Actual Tax Tax Rate
 

(0) (0) (%) 

200 43.0 21.5
 

230 45.3 19.7
 

235 47.7 20.3
 

285 77.2 27.1
 

300 88.0 29.3
 

301 96.6 32.1
 

375 96.6 25.8
 

400 102.6 25.7
 

480 121.8 25.4
 

481 128.4 26.7
 

700 181.2 25.9
 

900 235.8 26.2
 

960 250.2 26.1
 

961 256.8 26.7
 

Source: Abdel Rahman and Byrne, La fiscalite en Haiti, Table 8,
 
p. 100. 
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TABLE 27
 

DISTRIBUTION OF RETURNS FROM COFFEE EXPORTS
 

Share of Taxes Intermediaries' Share Producers' Share
 

1953-62 27.9% 18.5% 53.5%
 

1963-72 33.6% 24.2% 
 42.2%
 

1973-82 24.9% 24.5% 50.6%
 

Source: Calculated from annual data presented in Capital
 
Consult (1983).
 

The share going to the intermediaries remained about constant
 
during this period, at just below 25 percent, while that going to
 

producers increased from 42 to 51 percent.
 

In examining the effects of the coffee tax, observers have
 
focused on four issues: equity, efficiency, revenue
 
generation, and the structure of the tax. These issues are
 

outlined below.
 

Equity
 

The coffee tax is extremely regressive, because it heavily 
taxes the income of coffee farmers, who make lip one of the lowest 

income groups of Haitian society. Whereas taxes make up about 
one quarter of total coffee export revenue, the actual tax rate 

that farmers face is significantly higher. Capital Consult 

calculates the effective tax rate to be: 

value of tax x 100
 

value of tax + producer price
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The formula assumes that the tax is passed on to the producers, a 
reasonable assumption according to the discussion in the previous 

section. Thus the effective rate averaged 43 percent over the 

1964-71 period, and 32.4 percent from 1973-77. In fact, these 

figures cannot be directly compared with income or corporate 

taxes, since the coffee tax is a tax on revenue earned, whereas 

the latter are taxes on net income or profit. If the costs of
 

production were subtracted from the denominator of the above
 

equation to calculate a tax on net income from coffee, the actual 

tax that coffee farmers face would be even higher than the 

effective rate calculated above.
 

Thus on equity grounds it seems clear that the coffee tax
 

should be eliminated. However, is there any assurance that the
 

benefits of reducing the tax would be passed on to the producer?
 

On theoretical grounds, there are two reasons to suppose that
 

benefits would filter down. First, since the exporting and
 

speculateur sectors are relatively competitive, these sectors
 

would be unable to keep the benefits for themselves. That is,
 

with the removal of the tax, they would bid up the price of
 

coffee by an amount equivalent to the tax. 

Second, in theory, the less responsive the output of
 
producers to changes in prices, the greater the proportion of the
 

taxes (and tax reductions) that is passed back to the producers. 

Empirically, these hypotheses are confirmed by the available
 

data. During the 1970s, a combination of two forces, the 

modification in the structure 1973 and the in coffee
tax in rise 

prices, led to a significant decrease in the tax burden to 

farmers. From 1963-72, taxes decreased from 33.6 percent of the 

value of exports to 24.9 percent during the period 1973-82 (see 

Table 27). Virtually all of the tax reduction was passed on to 
the farmer through higher producer prices, while the share of 

export value going to intermediaries remained constant at just 

below 25 percent.
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Efficiency
 

The coffee tax also distorts the efficient use of resources
 

in the economy away from coffee production toward other less
 

profitable uses. Economic theory instructs that an increase in
 

producer prices, as would occur with a reduction in the coffee
 

tax, would lead to more investment in coffee and thus higher
 

levels of production. Thus, some have claimed that the export 
tax is the main disincentive to increasing coffee production in 

Haiti. 

JWK International and Capital Consults are more cautious,
 
pointing out that there are several reasons why higher prices
 

would not automatically translate to higher production.[13J
 

First, coffee has a low price elasticity of supply, that is,
 

coffee production does not respond quickly to changes in prices
 
because of the long period (three to five years) required for a
 

coffee seedling to bear fruit. Second, farmers lack the means to
 
increase production; neither the land for planting coffee nor the
 

inputs and techniques for improving production are usually
 

available. Indeed, the modest increase in producer prices and
 
the reduction in the tax burden in the mid-1970s did not generate
 

an increase in production.
 

However, this is not to say that the tax reduction did not
 
have an effect; it is possible that without the price increase,
 

coffee production would have declined, especially given the rise
 

in the relative prices of food crops during the late 1970s. In
 

fact, studies done elsewhere show that low-resource farmers are
 
very responsive to changes in prices in tree crops, even in
 

economies in which technological change faces many institutional
 

obstructions.[ 14] For example, in Nigeria, price increases in
 

cocoa and oil palm led to significant increases in production.
 

Furthermore, the rapid increase in cocoa production in Ivory
 

Coast and decline in neighboring Ghana over the past two decades
 

have been tied to the countries' price policies; Ivory Coast
 
maintains high producer prices, whereas Ghana's are very low. A
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1982 AID report notes that countries with low export tax burdens
 

have greater success in increasing production than countries with
 
high tax burdens.
 

The evaluation team feels that an elimination of coffee
 
taxes would have a significant effect on coffee production. The
 

producer price increase associated with the 1973 reform amounted
 

to 20 percent; an elimination of the tax in 1982 would amount to
 
a 50 percent increase in the producer price. In the short run,
 
producers could increase their quantities marketed by more
 

careful harvesting, thinning, and pruning. In the medium and
 
longer run, regeneration of existing plantations and planting of
 

new trees would result.
 

Another important inefficiency resulting from the coffee
 
export tax is the implicit subsidy on the domestic consumption of
 
coffee. Coffee in Haiti sells at prices considerably lower than
 

world market prices and quantities marketed appear to be
 
gradually increasing, from 11,000 tons in 1959 to 16,000 tons in
 

1976. If the tax were eliminated, coffee exports would increase
 
because of the increase in production and the diversion of coffee
 

from the domestic market to the international market.
 

Revenue Generation
 

While acknowledging the ill effects of the coffee export
 
tax, many observers have claimed that the tax should be
 
maintained in the short run, given the scarcity of other sources
 

of government revenue. In fact, most developing countries rely
 
heavily on foreign trade taxes for revenue; these taxes are
 
convenient to collect and control, whereas direct taxes, such as
 
on, income, property, and sales, are exceedingly difficult to
 

collect.
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Nevertheless, opportunities do exist for replacing the funds
 

earned from the coffee tax, and these opportunities should be
 
exploited. For example, Haiti places a relatively low tax burden
 
on its foreign trade sector; taxes in this sector amount to 3.1
 
percent of gross national products (GNP), compared with 4.5
 

percent on average in 47 surveyed developing countries during
 

1969-71. Over the same period, taxes on income: and wealth
 

accounted for only 1 percent of GNP in Haiti, compared with 4.5
 

percent in the other surveyed countries. Most astounding is the
 

fact that exports other than coffee go almost completely untaxed
 
-- coffee accounted for 32 percent of export value during 1974

78, but coffee taxes accounted for 91 percent of all export 
taxes. Coffee is the only important export product in Haiti 

produced by small farmers; other items such as bauxite, sugar, 
and sisal are produced largely or exclusively by Haiti's 
corporate sector. It seems clear then that coffee taxes are high
 
relative to other taxes not only because of administrative
 

convenience but also because of political convenience.
 

Tax Structure
 

Two important issues relate to the structure rather than the
 
level of the coffee tax; action can be taken on these matters
 
without decreasing tax revenue. First, the tax structure should
 

to be revised to eliminate the haphazard variation in marginal
 
rates. These rates most certainly encourage corruption; if buyer
 

and seller can both benefit by a transaction at a price lower
 
than the world market price, it is in their interest to trade at
 
a lower price and share the difference. The International
 

Monetary Fund suggests a constant ad valorem rate of 26 percent
 
of export value, the approximate average tax rate over recent
 

years.[151 This change should be instituted immediately, pending
 

action on the level of the coffee export tax.
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Second, the tax advantage given to washed coffee should be
 

eliminated. Washed coffee is currently taxed at 20 gourdes per
 

sack 	less than unwashed coffee, amounting to a tax 30 percent
 

less, at 300 gourdes per sack. The purpose of this tax
 

differential is to promote the production of washed coffee, which
 

requires substantially more capital than unwashed coffee and
 

which fetches a higher price on the world market. The
 

combination of the price advantage on the world market and the
 
tax advantage has not been successful in promoting production of
 

washed coffee, which has remained at 5-10 percent of total coffee
 
exported over the past two decades. Evidently, farmers find it
 

more 	profitable to produce unwashed coffee, 
or they are unable to
 

afford the technology necessary for producing washed coffee.
 

Therefore, the tax differential should be abolished. The
 
International Monetary Fund notes that abolishing the tax
 

differential would allow a reduction of about 0.4 
percentage
 

points on all coffee without loss of revenue.
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CHAPTER THREE
 

CONCLUSIONS AND RECOMMENDATIONS
 

PCC has been a successful project. It has attained many, if
 
not all, of its original objectives. Its greatest impact has
 
been on the development and strengthening of Haitian
 

cooperatives. It has had a positive, albeit localized, impact on
 
farmer incomes. It has had no discernible impact on production
 
or on the government's coffee sector policies.
 

This chapter summarizes the most important conclusions and
 
recommendations under the headings of the cooperative movement,
 
coffee marketing, institutional performance, and impact on
 
production and GOH policies. A final section presents broad
 

recommendations on components of the proposed coffee technology
 

transfer project.
 

THE COOPERATIVE MOVEMENT
 

Conclusions
 

1. The project has had a positive impact on the development of
 
cooperatives. From 1978 to 1983, the number of cooperatives and
 

pre-cooperatives that are marketing coffee doubled and the
 

membership in these organizations tripled. Most of the full
 
cooperatives, as opposed to the pre-cooperatives, are multi

purpose. A major reason for the success of this component was
 

that PCC, for the most part, adopted a strategy of working with
 
existing cooperatives and other local organizations rather than
 

trying, as did PPC, to create local organizations.
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production and GOH policies. A final section presents broad

recommendations on components of the proposed coffee technology

transfer project.

THE COOPERATIVE MOVEMENT

Conclusions

1. The project has had a positive impact on the development of

cooperatives. From 1978 to 1983, the number of cooperatives and

pre-cooperatives that are marketing coffee doubled and the

membership in these organizations tripled. Most of the full

cooperatives, as opposed to the pre-cooperatives, are multi

purpose. A major reason for the success of this component was

that PCC, for the most part, adopted a strategy of working with

existing cooperatives and other local organizations rather than

trying, as did PPC, to create local organizations.
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2. 	Adherence to cooperative principles varied. In general, the
 
older, single purpose cooperatives, tended to violate cooperative
 

principles more often than the newer, multi-purpose cooperatives.
 

In the latter group were cooperative organizations whose develop
ment was frequently assisted by priests or by PCC.
 

3. Coffee marketing was a profitable operation in all the
 
cooperatives visited. Some of the multi-purpose cooperatives,
 

however, had overall operating losses, which meant that the
 
profits from the coffee marketing operations were subsidizing the
 

cooperatives' other enterprises.
 

4. Many of the cooperatives were receiving some type of subsidy,
 
usually in the form of outside payments for salaried personnel,
 

the free use of buildings, or low-interest loans. Some of these
 
cooperatives would be able to cperate profitably even without
 

these subsidies, whereas others would not. 
The most important
 
variable in determining unsubsidized financial viability was the
 

amount of coffee bought and sold.
 

5. UNICORS, the regional cooperative of cooperatives ini the
 
southwest, operates profitably and provides valuable services 
to
 
its member cooperatives in such areas as transport, accountancy
 

supervision, and planning projects for outside funding. 
It can
 
thus serve as a model for the development of other regional
 

cooperatives.
 

Recommendations
 

e 	The Haitian government, AID, and other donors should
 
continue to help strengthen the cooperative movement in
 
Haiti to provide a participatory and pluralistic

foundation 
for local development activities. Care should
 
be taken, however, to work only with organizations whose
 
existence is based on local interests and 
ties rather
 
than those based solely on need to attract external
 
resources.
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e 	Coffee marketing cooperatives should be encouraged to
 
diversify their activities but should consider
 
elimination of activities that are not financially
 
viable.
 

e 	Donors should not support or work through cooperative
 
organizations whose membership is effectively limited to
 
local elites.
 

e 	 Subsidies are probably necessary and should, therefore, 
not be ruled out for nascent cooperative organizations. 
However, subsidies should be extended to an organization
only after a determination has been made of the
 
conditions and timing necessary for the elimination of
 
the subsidies as well as of the probability that the
 
organization will be able to achieve those conditions.
 

o 	Mature cooperatives should look to the BCA for working
 
capital to purchase of coffee from members.
 

o 	The development of regional cooperatives, modeled after
 
UNICORS, should be encouraged. However, they should not
 
be superimposed on weak or nascent organizations, but
 
should develop from the natural growth of mature
 
cooperatives.
 

COFFEE MARKETING
 

Conclusions
 

1. Selling coffee through membership in a cooperative is
 
attractive to farmers mainly because the total financial return
 

(which includes the base price, the quality bonus, and, in some
 

cases, a patronage refund) is greater than the price at which
 

they would sell coffee to speculateurs. Part of the return is
 

sometimes received during the pre-harvest period, thus obviating
 

the necessity to rely on speculateur advances.
 

2. Cooperatives do not necessarily market coffee more efficiently
 
than exporters/speculateurs since that sector is fairly
 
competitive. Instead, financial benefits from marketing through
 

cooperatives represent a transfer of normal profits from what
 

would have been earned by the exporters and speculateurs to the
 

cooperatives and the farmers.
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3. In some localities, particularly in the southwest, 
cooperatives have taken over a large part of the coffee market 
from speculateurs. On a nationwide basis, however, the amount of 

coffee marketed through cooperatives is too small to pose a major
 

competitive threat to private exporters.
 

4. The continued existence and financial health of CEPEC is an
 
essential condition for the continuation of coffee marketing
 

through cooperatives. At present, CEPEC relies on subsidies to
 

operate profitably. A break-even calculation shows that the new
 
plant will require an export volume of nearly 25,000 sacks a year
 

to 	break even without subsidies.
 

Recommendations
 

e 	The Haitian government, AID, and other donors should
 
continue to support the marketing of coffee through
 
cooperatives.
 

e 	The operation of the new plant should be subsidized until
 
it reaches a volume of 25,000 sacks a year. Plans should
 
be drawn up for the gradual withdrawal of subsidies as
 
volume increases.
 

* 	The government, with the assistance of AID, should renew
 
its efforts to secure increased working capital funding

for the new plant, preferably through BCA.
 

e 	AID should sponsor a study of coffee processing in Haiti,

with particular attention to the relative advantages of
 
peforming certain processing functions (both wet and dry)
 
at local, regional, or national levels.
 

INSTITUTIONAL PERFORMANCE
 

Conclusions
 

I. 	OPRODEX has done a credible job of managing PCC, particularly
 

with respect to planning, evaluation, and cooperatives
 
development. It has had difficulty, however, in securing working
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• The operation of the new plant should be subsidized until
it reaches a volume of 25,000 sacks a year. Plans should
be drawn up for the gradual withdrawal of subsidies as
vo ll1me increases.

• The government, with the assistance of AID, should renew
its efforts to secure increased working capital funding
for the new plant, preferably through SCA.

• AID should sponsor a study of coffee processing in Haiti,
with particular attention to the relative advantages of
peforming certaill processing functions (both wet and dry)
at local, regional, or national levels.
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Conclusions

1. OPRODEX has done a credible job of managing PCC, particu lar ly

with respect to planning, evaluation, and cooperatives

development. It has had difficulty, however, in securing working
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capital financing for CEPEC and the cooperatives. The
 

consequence has been an unhealthy reliance by the cooperatives,
 

and particularly by CEPEC, on grants or low-interest loans for
 

working capital.
 

2. The creation of CCH was a fortuitous development for PCC
 

inasmuch as it constitutes an advocate at the national level for
 

the interests of all local coffee marketing cooperatives.
 

However, CCH is still developing an institutional identity and
 

management and financial capacity. Until recently, it has been
 

without any full-time staff. Accordingly, it should not be asked
 

to assume a great deal of responsibility too soon.
 

3. CNC represents an agency within the government whose influence
 

and resources can be judiciously tapped to assist cooperatives.
 

However, its staff and financial resources are limited.
 

4. Relations among OPRODEX, CCH, and CNC are strained, mainly
 

because OPRODEX controls, as intended, all project resources,
 

including, most important, management of CEPEC. Under the 

current project, OPRODEX has no incentive to cede control of any 

of these resources to CCH or CNC. 

5. It is not realistic to expect, as anticipated in the amended
 

project agreement, that PPC staff will "integrate gradually ...
 

into the new small coffee producers' marketing organization in
 

order to establish the basis for independent operations by the
 

end of the project." Almost all senior PCC staff are government
 

civil servants whose salaries are now topped off (sometimes more
 

than doubled) by the project. These staff cannot be expected to
 

give up the security of government employment to accept 

employment, probably at a much reduced salary, in a new 

organization of uncertain financial means. 
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Recommendations
 

e 	 In the short term, AID should continue to work with 
OPRODEX as is principal partner to develop the coffee 
and cooperatives sector. 

e 	 AID should work with CCH to determine what is needed to 
strengthen its financial and management capacity. 
Technical assistance in the fields of management and 
financial planning is probably indicated. 

o 
 CCH should draw up a plan by which patronage refunds to
 
cooperatives are distributed on the basis of 
the quality
 
of coffee that the cooperatives sell to CEPEC.
 

o 	 CCH, with the assistance of AID, should determine the 
internal conditions, such as adequate staffing, tested 
procedures, and financial capacity, that will be 
necessary for it to assume operational control of CEPEC.
 
CCH should then draw up a plan, including a timetable, by

which it intends to satisfy those conditions. The plan
 
should justify any required subsidies from the Haitian
 
government or from AID as temporary. This plan should
 
then be used as the basis for negotiation of a new
 
project (see below) with AID and OPRODEX.
 

IMPACT ON PRODUCTION AND GOVERNMENT POLICIES
 

Conclusions
 

1. 	Neither PPC nor PCC has had any sustained impact on the
 

production of coffee, although some cooperatives demonstrated
 

interest in production activities by establishing cooperative
 

farms.
 

2. Neither PPC nor PCC has had any impact to date on government
 

policies concerning the coffee tax or coffee price stabilization.
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3. The coffee tax is regressive, economically inefficient,
 

structurally irrational, 
and probably acts as a disincentive to
 
increased coffee production. It also, however, constitutes a
 
sufficiently important source of revenue for the government that 
it is unlikely to modify the tax without assurance of 

compensating revenues. 

4. 	The ICO quota does not constitute an important obstacle to
 

increased production.
 

Recommendations
 

e 	The proposed new project should include a production
 
component, with cooperatives serving as the local
 
organizational basis for certain production activities.
 

e 	A condition precedent to first disbursement under any new
 
project should be some modification of the coffee tax.
 

* 	AID should work with the advisers on the new Tax
 
Administration Project to determine how fiscal revenues
 
from sources other than coffee can be raised to
 
compensate for any decrease in revenues from a
 
modification of the coffee tax. Particular attention
 
should be given to the possibility of levying or
 
enforcing the collection of taxes on property; on the
 
export of bauxite, sisal or sugar; and on luxury imports.
 

THE COFFEE TECHNOLOGY TRANSFER PROJECT
 

It 	is recommended that the proposed new project consist of
 

the components discussed below:
 

Marketing
 

Despite the success of PCC, much unfinished work remains to 
be 	done. The most important work includes continued assistance 
to 	the new processing plant; assistance with securing working 
capital credit for the purchase of coffee, both by local 
cooperatives and by the new plant; and an examination of how 
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coffee processing through cooperatives can be rationalized with
 
respect to the relative advantages of processing at the local,
 

regional, and national levels.
 

Production
 

There is clear limit to the income transfer benefits that
 
cooperative marketing can secure for small farmers. 
Sustained
 

increases in income can occur only through increases in
 

production.
 

The production component of the new project should learn
 
from the failure of PPC. The most important lesson is that
 

extension education and credit should not be proffered to small
 
farmers through artificially created groups. For this reason,
 
the mature cooperatives that have participated in PCC are natural
 
candidates for constituting the local organizational basis of the
 

new project's production component.
 

The technological package for the production component
 
should be developed and extended through the use of a farming
 
systems approach. This means that a certain amount of applied
 

research on farmers' fields should be carried out 
to test the
 
technical feasibility and acceptability of proposed
 

interventions. The participation of cooperatives in the
 
development and testing of interventions should be encouraged.
 

Institutional Development
 

AID should use the development of the new project as a forum
 
for bringing together key institutional actors, including
 
OPRODEX, CNC, and CCH to negotiate their respective roles in the
 
project. The government may want to include other organizations
 

in this discussion, including DARNDR. The logical candidate for
 

the lead institution in the new project is OPRODEX. However, AID
 
should include in the project resources for the insitutional
 

strengthening of CCH.
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Government Policies
 

The coffee tax question has been studied enough. It is time
 
for AID to decide whether it wishes to use project financing
 

leverage to require action on this issue by the Haitian
 

government. AID should insist on at least a modification of the
 

tax, including some reduction and a rationalization of its
 

internal structure as a condition precedent to first disbursement
 

on the new project. Subsequent action could be made conditional
 

on uncovering ways to obtain compensating fiscal revenues.
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INTRODUCTION

'rhe Small Farmer Improvement Project (PPC). which began in

1974 and ended in 1981, was designed primarily to increase the

income of small farmers through increases in coffee production.

The project's strategy was to provide inputs, extension, and

applied research activities through coffee centers in areas

selected for high production potential.

THE CURRENT SITUATION

Most observers agree that the project did not achieve its

objectives. It did not increase production or small farmer

income. Coffee centers that the project built are no longer in

operation. Most eytension agents that were hired and trained by

the project are no longer working in coffee extension. In the

Jacmel Macary area, for example, only 5 out of 20 agents trained

by PPC are maintained on the Department of Agriculture's payroll.

lolost of the directors of the coffee cent~rs are involved in non

coffee activities. Most of the agricultural credit societies

(SACs) that were created to receive the technological package

(including credit, fertilizer. and new varieties) no longer

exist.

Thus. only two years after the end of AID financing of PPC,

there is no evidence of continuity in project activities. and

only a very small number of PPC farmers are curr~ntLy using

improved coffee farming techniques.
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THE TECHNOLOGICAL PACKAGE

The package, designed by the project, involved the

rehabilitation of traditional coffee plantations and the

introduction of new and improved varieties. Traditional coffee

plantations in Haiti are charac.:terized by heavy shade, high

density, non-use of fertilizer, and intercropping. These factors

all have an adverse effect on production. Yields are extremely

10\'/, averaging 200-250 kilograms per hectare. Virtually any

modification of traditional coffee farming practices would

promise an increase in production.

~he elements of the PPC technological package were as

follows:

• ~or existing plantations:
of fertilizer, and control

proper spacing, pruning, use
of shade .

• For new plantations: a new variety, adequate shading,
proper spacing, and fertilizer.

PPC has been criticized for its overemphasis on fertilizer

and, in particular, the use of fertilizer. 'In unproductive trees.

Extension agents were trained to use fertilizer only on

productive'trees. However, farmers did not always follow the

advice of extension agents.

l1any farmers were not ready to accept dod apply the whole

technological package. The problem WnS that partial application

was often no better and sometimes worse than no application at

all. For example, a farmer who reduced shade but diver-ted

fertilizer to food crops might actual'y suffer a decrease in

coffee production. However, farmers who adopted the entire

package did enjoy an increase i.n production. Yet the percentage

of those adopting the package was too small to have an impact on

national or even regional production.
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EXTENSION ACTIVITIES
 

The teaching of the modified coffee farming system was 
carried out by extension agents who reported to coffee center
 

directors. All coffee centers had demonstration plots and coffee
 

plant nurseries. Young coffee plants were distributed freely to
 

farmers.
 

The use of demonstration plots did not prove effective in 

changing farmers' attitudes and behavior. Some centers took the 

initiative to send extension agents to work on the farmers' own 

plantations in fertilization and new plantings. Where this
 

occurred, some successes were recorded. But, in general,
 

extension work in PPC had three weaknesses:
 

" 	 Lack of farmer participation; 

* 	 A work load that was too heavy for the local extension 
agent; and
 

* 	The limited knowledge of extension agents, particularly 
concerning the new varieties. 

The coffee centers distributed 200,000-300,000 small coffee 

plants annually. After two years, only 10 percent of the 

distributed coffee plants were still alive. Farmers and even 

extension agents lacked knowledge of the appropriate cultural 

practices for the new varieties. In addition, cultivation of the 

new varieties is ver labor intensive, and many farmers could not 

or did not put enough labor into the new plantations. 

PPC extension specialists were also responsible for creating 

SACs, the farmer organizations that were established to receive 

the technological package. However, SACs often did not last 

more than one or two years. Many disappeared even while the 

project was being implemented. 
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The teaching of the modified coffee farming system was

carried out by extension agents who reported to coffee center

directors. All coffee centers had demonstration plots and coffee

plant nurseries. Young coffee plants were distributed freely to
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A major reason for their short life span was the 

unwillingness of farmers to accumulate debt. But the lack of 
continuous use of the technological package, particularly the 
application of fertilizer, meant that there would never be any
 

lasting effect on production.
 

An overriding problem was that extension specialists lacked
 

sufficient understanding of traditional coffee farming systems 
to
 
adapt the package to the needs of individual farmers. Two years
 

after the project ended, the reasons for the non-adoption of the
 

package by small 
farmers are still not well understood.
 

OTHER LIMITIFG FACTORS
 

Slow administrative procedures and the centralization of all
 
decision making in the central office of IHPCADE also had 
an
 

adverse effect on project performance. Directors of coffee
 

centers could not resolve problems on the spot because of lack of 

funds. 

When the director requested funds, it took three to four
 
weeks for the request to be processed. Moreover, fertilizer was 
rarely sent on time to the coffee centers for delivery to 
farmers. Farmers did not receive their fertilizer during the 
proper period. The low salaries of local extension agents were
 

also a source of problems. Extension activities in the rural 
areas of Haiti are very demanding. The low salaries the 
extension agents received did not motivate them to carry out 

their work efficiently. 

CONCLUSIONS
 

PPC had some success in areas, such as Thiotte, already 
prepared to receive the package, and some isolated farmers did 

increase their yield per hectare. However, the project did not 

attain its initial objectives:
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* 	The current situation reveals the nonfunctioning of the. 
coffee centers and the disappearance of the SACs; 

* 	 Partial application of the technological package explains
 
the bad performance of PPC at the farm level; and 

* 	 The lack of knowledge about the equilibrium of
 
traditional farming systems and coffee growing, combined 
with bad administrative policies, weakened the extension
 
component of PPC.
 

A new coffee production proj- t should learn the lessons of
 

PPC. This implies that priority should be given to understanding
 

of traditional coffee farming systems. Extension activities must
 

include the participation of organized and stable local
 

organizations. Selecting areas with good coffee growing
 

potential must be the rule, and the project must have a long-term 

involvement.
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ANNEX B
 

EVALUATION TEAM AND COOPERATIVES VISITED
 

The Evaluation Team was composed of:
 

* Craig Olson, economist and team leader;
 

0 
 Kenneth Koehn, cooperatives specialist;
 

o Steven Franzel, agricultural economist; and
 

* Marc-Eddy Martin, agronomist.
 

Dr. Olson, Mr. Koehn, and Dr. Franzel are full-time
 

employees of Development Alternatives, Inc. (DAI). Mr. Martin is
 

employed by AID/Haiti on a personal services contract. Dr. Olson
 

was team leader on the 1977 DAI evaluation of the Small Farmer
 

Improvement (coffee production) Project. Mr. Martin served as
 

the director of one of the coffee centers established under that
 

project. Mr. Koehn and Dr. Franzel also had had previous
 

experience on short-term assignments in Haiti.
 

The team spent two weeks (December 4-17, 1983) in Haiti and 

visited eight cooperatives, one pre-cooperative, the UNICORS
 

regional cooperative, and the national cooperative of coffee
 

cooperatives.
 

Cooperative visited Location Visitors
 

CCH[a] Port-au-Prince Koehn, Franzel
 

CAVCA Vachon Koehn, Olson
 

COCAMUC[b] Camp Perrin Olson, Franzel
 

COSAR Rendel Olson, Koehn, Franzet, Martin
 

CADA Les Anglais Olson, Koehn, Franzel, Martin
 

CAVDAC Chardonnieres Olson, Koehn, Franzel, Martin
 

UNICORS[c] Chardonnieres Olson, Koehn, Franzel, Martin
 

AUDECADH Thiotte Franzel, Martin
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COCAES Pilate Koehn
 

CATOUL 
 Pilate Koehn
 

CACGAVA 
 Dondon Koehn
 

COOPACVOD 
 Dondon Koehn
 

Notes:
 

a The national cooperative of cooperatives.
 

b A pre-cooperative.
 

A regional cooperative of cooperatives.
 

Team members also visited the offices of OPRODEX and BCA and
 
the pilot coffee processing facility, CEPEC.
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Team members also visited the offices of OPRODEX and BCA and

the pilot coffee processing facility, CEPEC.
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'ANNEX C-

InAguist- 1979, fiv e' cooperativJ.es situated along tb e 
southwestL coast formeda union, - now commony~ referred t'o 4a's 

-UNICORS (Pt4, o des Cooperatives, de la Regio 'du Std). UNICOSN 
was 'official ly' recognized, inAgs 1980 by -CNC as the f'irst 
regional .agricultural.4cooperati~ve 4in Hlaiti. ~.its current members 
in4clude COSAR, CATI, CADC CAA COA, n CA4 

Eahmme copeaiv ofUIOSi eresented on its 
boar an comitee.UNICORS a ful-tme manager,ovesigt has 

and accountantto carry ouit the policy and actions etbihdby
 
.4the board, In total,~ UNI4CORS represents more than 6,O000
 
agicltra producers. ' 54 

~ The4 cooperatives formed UtNICORS as a means of eff~icently'
 
~harnessing resources (internal. 4and44externa). tasistin their
 
gj~rowth and developmnent. UNICOR's isolated location along the
 

~rsouthwest coast and-'4the relativly short.'distances etween miember 
Scooperatives 
 have provided the opportuanity to .plan and implement
 

e.4~jfforts fo h odo all mnembers.~ UNICORS ha~s .beensuccessful1 
' 

ingiigAssac fromn the FA,4,4 oldFo Porm 

OXAM and CIDA to help with such ~diverse efforts as transporting7 
comrnodies, repairing .roadls, planting new coffeefils 
establishing a revolving fund that members mayuse to miake coffee 
-and other agricultural pucae ro hi embers, and .running4 
a~guesthouseat.te UNICORe headquarters in Chardoniee.'''4 

4UNICORS currently maintais hree sections on-a cost center* 
basi's.' These arVe the guesth~ouse, trnprain an ad we 

'andaculivatedb1UWC0R, in 192-3 only the gesthouse made
 
oft~ with neo o shiowing a lose o some 30-000
 

"',gour a ;t e cuI tva 0n ofand~l magImI' amounoIn
o& ga
*hlattr will beg o as new cfee'an 

do gin tur a~~~profit 
nS ta e9n, odUCe:hsam S4U xrcsOfteonn. 
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ANNEX C

UNICORS

In August 1979, five cooperatives situated along the

southwest coast formed a union. now commonly referred to as

UNICORS (1 1U0100 des Cooperatives de La Region du Sud). UNICORS

was officially recognized in August 1980 by CNC as the first

regional agricultural cooperative in Haiti. Its current members

include COSAR, CATI, CAVDAC, CADA, COCAM, and COAP.

Each member cooperative of UNICORS is represented on its

board and oversight commi.ttee. UNICORS has a full-time manager

and accountant to carry out the policy and actions established by

the board. In total. UNICORS represents more than 6,000

agricultural producers.

The cooperatives formed UNICORS as a means of efficiently

harnessing resources (internal and external) to assist in their

growth and development. UNICOR's isolated location along the

southwest coast and the relatively short distances between member

cooperatives have provided the opportunity to plan and implement

efforts for the good of all members. UNICORS has been successful
in gaining assistance froln the FAO, UNDP, World Food Program,

OXF~M, and eIDA to help with such diverse efforts 4S transporting

commodies, repairing roads, planting new coff-.!e fielne,

establishing a revolving fund that members may use to make coffee

and other agricuLtural purchases from their members, and running

a guesthous8 at the UNICORS headquarters in Chardonnieres.

UNICORS currently maintains three sections on a cost center

basis. These are the guesthouse, transportation, and land owued

and cultivated by UNICORS. In 1982-83, only the guesthouee made

a profit, with transportation show1ng a loss of eome 30.000

gourdes and the cultivation of land losing a small amount. In

the futur~, the latter wlll begin to turn a profit 8S new coffee

plantinge begin to produce. This exercise of the owning

land and seeing a prof1t from its cultivation to su~port other

http:guesthouseat.te
http:cooperativJ.es
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operations is is at present being used by not only UNICORS but 

also all of its members. It represents an effort to become 

financially independent in their internal operations.
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TABLE C-I
 

COFFEE SOLD TO CEPEC BY UNICOPS MEMBERS
 
(in lbs.)
 

1980-81 1981-82 1982-83
 

1. COSAR/Rendel 69,276 26,869 106,294
 

2. CAVDAC/Chardon. 34,858 13,486 77,502
 

3. CADA/Les Anglais 21,846 21,961 73,474
 

4. COCAM/Damassin 33, 252 13,918 21,432 

5. COAP/P-a-Piment - 4,174 24,560
 

6. CATI/Tiburon 14,130 10,722 12,018
 

TOTAL 173,362 91,130 369,280
 

% of CEPEC Purchases 61% 9% 26%
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TABLE C-1

COFFEE SOLD TO CEPEC BY UNICOPS MEMBERS
(in 1bs.)

1980-81 1981-82 1982-83

1. COSAR/Rende1 69,276 26,869 106,294

2. CAVDAC/Chardon. 34,858 13,486 77,502

3 . CADA/Les Ang1ais 21,846 21,961 73,474

4. COCAH/Damassin 33,252 13,918 21,432

5 • COAP/P-Cl-Piment 4,174 24,560

6. CATI/Tiburon 14,130 10,722 12,018

T07AL 173,362 91,130 369,280

% of CEPEC Purchases 61% 9% 26%
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BREAK-EVEN ANALYSIS FOR
 
NEW COFFEE PROCESSING PLANT
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ANNEX D
 

BREAK-EVEN ANALYSIS FOR
 
NEW COFFEE PROCESSING PLANT
 

Basic Data[a]
 

Export Volume - 1983 = 10,299 Sacks or 1,235,880 lbs.
 

Export Revenues(b] - 1983 = 7,675,743.7 qourdes
 

Revenue/lb. (P) = 6.2108 qourdes
 

Fixed Costs (FC) [c] = 522,333.5 gourdes 

Variable Costs[d] - 1983 = 7,453,164.57 gourdes 

Variable Costs/lb. (V) = 6.0307 gourdes 

Calculation 

P Q = FC + V Q 

6.2108 Q = 522,333.5 + 6.0307 Q 

Q = 2,900,241.5 lbs, or 

24,169 sacks 

Notes
 

a. 	 Source of Basic Data: CEPEC financial records
 

b. 	 Includes sales and rebates (refaction)
 

c. 	 Fixed costs: CEPEC 1983 administrative costs (frais 
d' administration) = 72,335.5 gourdes plus salaries now paid
by PCC = 143,000 gourdes inflated to 200,j00 qourles plus 10% 
depreciation on cost of new plant = 2,400,000 gourdes 0.1 =
 
240,000 gourdes plus miscellaneous costs now paid by PCC = 
5,951 gourdes inflated to 10,000 gourdes: 

Current CEPEC administration = 72,333.5
 
Subsidized salaries = 200,000.0
 
Plant depreciation = 240,000.0
 
Miscellaneous 10,000.0
 

Total 	 522,333.5
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Notes'
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c. Fixed costs: CEPEC 1983 administrative costs (Erais
d' administration) = 72,335.5 gourdes plus salaries now pai~

by PCC = 143,000 gourdes inflated to 200,~00 gourdes plus 10%
depreciation on cost of new plant = 2,400,000 gourdes 0.1 =
240,000 gourdes plus miscellaneous costs now paid by pec =
5,951 gourdes inflated to 10,000 gourdes:
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Total
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d. Variable costs: CEPEC 1983 
cost of goods sold - (COGS) = 
4,791,946.65 gourdes plus CEPEC 1983 operating costs (frais
d'exploitations) = 2,095,073.00 plus 12% interest on amount 
of revolving fund used to purchase coffee = 4,717,874.30 x 
.12 (At present CEPEC pays no interest on the use of this 
money) 

COGS = 4,791,946.65
 
Operating costs = 2,095,073.00
 
Revolving fund interest = 566,144.92
 

7,453,164.57
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