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STRENGTHENING QOFFEE QJ)OPS (521-0169/2) EVALUATION

PROJECT EVALUATION SUMMARY (PES)

Tnis PES not only hignlignts findings and recommendations of tne attacned
evaluation report (DAI, May 1985), but also incorporates results of
independent assessments performed Dy tne Mission's DRE/EVAL Office statf,
particularly witn respect to tne management structure of CCH, and raisesv some
critical issues to be addressed in tne follow-on pnase of tne project, witn
CLUSA as the designated Grantee. A separate -economic analysis of the CCH
revolving fund is in the process of peing conducted and will be supmitted at a
later date. "

13. SUMMARY

Tne acnivvemant of tne project purpose - strengtnening tne existihg CCH
coffec cooperative network - fell snort of expectations. Indeed, tne
administrative structure that was supposed to be put in place’ :to direct
project operations (i.e., tne COCH Executive Committee) was never fully
estaplisned, necause all of the required personhel were not selected.
Accoring to tne OPG Agreement, tnhe Executive Comnittee was supposed to bpe
composed of tne following mempers: a Project Director, a Field Coordinator, a
Secretary General, a General manager (CEPEC) ana an Accountant. In fact, only
tne Project Director and the Accountant were on pboard py the end of project
date. Tne specific reasons and constraints leading to this situation are

discussed in detail pelow, in paragrapa 18 ("Purpose").

A fundamental proolem, critically atfecting project success was the delay
experlenced in completingy construction or the cotfee processing center under
tne Smull Farmer dMarketinyg project (0083) wnicn was to pe turned over‘ to CCH
management upon completion. Indeed, tne center remains unrinisned to date and
it remains unclear .wnetner OPRODEX will' pe willing to turn over title ot
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the center to CCH wnen it is completed. This issue, along with tne need to
guarantee annual coffee export license permits to CCH, needs to be resolved
prior to the appros.'ai and authorization of a proposed follow-on project
involving CCH and the processing center.

Another serious proolem encountered during tne two-year LOP period was
CEPEC's negative financial perrormance for FY 1984. Tne DAI report noted an
operating deficit orf $159,386 - increasing to a level of $266,5l6 atter
suosidies are costed out - for tne FY 1984 period. This compares unfavoraply
witnh the coffee céntex:'s reported profit of $140,713 for tne previous year, or
a deficit of only $13,204 witn supsidies costed out. CEPEC was thus unaple to
distripbute patronage repates to CCH cooperatives in FY 1Y84. Unless CEPEC
realizes windfall prorits for the current Fjscal Year, tne prospects of
passing on repates to tne cooperatives are not encouraging for FY 1335. As a
consequence, numerous cooperative rank-and-file members are discontent for not
having received the anticipated ponuses, and some coouperatives nave witnneld
coffee snipments to CEPEC pecause tney no longer nhave confidence in the coffee
center's management. Altnougn this situatibn has not had any significant
adverse impact on tne CCH cooperative movement up to now, it certainly calls
into question the viapility of CCH coffee exporting operations,, .unti.l. sucn
time as CCH taxkes up management requnsibilities_ for tne coffee E:énter. As a
result of these developments, OPRODEX nas commissioned tne .Locai brancn of
Peat, Marwick & Mitcnell to audit CEPEC operations to determine tne causes of

the cofree center's financial dirficulties.

14. EVALUATION METHODOLOGY

Tnis PES report draws neavily on tne results of a DAI assessment of tne
coffee sector in Haiti, conducted in April/May of 1985 - particularly their
examination of coffee cooperative performance wnicn makes specific rererence
to CCH project activity. In addition to tne apmove, several interviews were
conducted witn Key cotfee sector personnel to ascertain current concerns and
recommendations, as well as to gatner and assess current information and data

regardin) the status of tne Key activities carried out under tne project.
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The DAI study examined in-depth three Key areas of concern in the coffee
sector. These are identified below, along with tnhe methodology used to carry
out the study. A more detailed discussion of the overall findings of the DAI
study is to be found in Section 15, External Factors. Tne three areas studied

by the DAL report were:

a) tne role of coffee in tne farming system, Dy outlining tne resource
environment, enterprise pattern and economic opjectives of the farimors and
descriping tne role of coffee in meeting farmers' cojectives and priorities;

p) tne compatitiveness of the coffee market, Dy testing tne efriciercy of
tne coffee market and reviewing tne most recent literature writtan on the

subject to date; and

¢c) tne performance of the cooperatives, Dy focusing on tne financial and
social constraints affecting tne long-term institutional viapility orf tne
cooperatives. In addition, the economic performance of the coffee pilot
center, CEPEC, was also examined, as well as the role of the Union of Haitian
Coffee Cooperatives (CCH) in supporting the coffee cooperatives. !

)
LY

Research methods consisted of sérﬁple surveys of rural farmers,: cooperative
rank-and-file mempers and management officers, aé well as speculateurs or
middle-men. In deptn financial analyses were also conducted for a limited
numoer of cooperatives and CCH and CéP"C offices were also visited. Farmer
interviews lasted from 60 to Y0 minutes witn the emphasis put upon tne quality
of information generated, rather than on tne quantity of interviews
performed. Questionnaires were not used. Interviews were informal to induce
farmers to feel more comfortaple in expressing tneir opinions on the subpjects
discussed. Before the survey pegan, a list of topics to be discussed was
drawn up, "~ wnicn was modified supstantially during £ficld operations. In
general, only a few topics were covered witn any single farmer, since going in
deptn on a few supjects was preferable to getting bits of information or. a

large numper oL supjects.
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15. EXTERNAL FACTORS

The Mission nas been involved in !'he coffee sector since 1974, starting
out with tne implementation of the Small Farmer Improvement project (PPC),
1974-198L, followed by Small Farmer Marketing (PCC), 1977-1985 ard
Strengtnening Coffee Cooperatives (CCH), 1983-1985. Providing that certain
critical policy isues - identified in psragraph 13 apove ~ are satisfactorily
resolved, the Mission intends to rund a follow-on phase to the COCH project.
Over the years, tnree fundamental assumptions bhave shaped the Miss‘ion's
development approach and strategy to tnis supbsector.

The firs: assuies that coffee is a profitanle crop for farmers to grow,
provided tnat tney are given the appropriate mix of cconomic incentives (e.g.,
coffee tax reform) and inputs (i.e., technologies uppropriaie to their needs
and circumstances). Ironically, after the Mission nas finally prevailed upon
wne laitian Government to reduce the coffee tax by 10% (from 268 to 23%) - as
a result of intensive and protracted Mission negotiatiois with tne GOH - to
increase producers' income, this assumption has peen called increasingly into
quastion, in lignt of supstantial price increases in recent yea:rs experienced
by many food crops,' such as maizc ‘and beans,. that compete witq coffee. In
addition, since land is tne constriining resource in Haitian agriculture and
given tne fact that coffee is less labour-intensive tnhan most food crops, a
transfer of resources trom cotfee to fnod crops seems logical. In fact, there
are widespread reports that many farmers hnave replaced tneir coffee
plantations witn food crop tields.

Tne second assumption is based on the theory tnat tne coftee sector is
cnaracterized by inefficiency, cocllusion and exorbitant profits earned Dy
speculatcurs and exporters. Accordingly, PCC was developed on the supposition
that the creation of a garallel cooperative marketima system would preak tne
oligopsonistic paower of the exporters, resulting in nigner prices paid to
fatmers and greater efficiency 1in the coffee marxketing sector. Tnis
assumption, base'd'on a study conducted by Girault, 1982, is challenged in tne
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DAI attacned report. Drawing from analyses carried out by Mats Lundanl
(1983), and Capital Consult (1983), tne report concluded tnat altnough tne
numoer of exporters is relatively small and concentrated, there is no
demonstrated evidence that tney act together to f£ix prices and allocate
qguotas. Indeed, tnere exists some degree of competition among tnem, as
evidenced py {he hign turnover in firms involved in coffee exporting and the
fluctuaticas in murket shares among participants. Ho.ever, the competition is
far from perfect with some exporters being in a position to increase tneir
market shares by accumulating more export stamps and paying less taxes than
their competitors, by cultivating nign-level Government/social contacts.
Moreover, in individual markets in wnicn a few firms control most of tne
coffee | irchased, s me degr.e of tacit oligopsonistic beaavior likely exists.
This results in farmers receiving prices lower™ than they would normally

receive if thare were more competition.

Tne third assumption, related to the second, postulates that coffee
cooperatives provide real economic bpenefits to farmers. Financial data
compiled on six cooperatives irdicate tnat they all earned an operating profit
the year tney were analyzcd (see pages 65-67 of tne attached report). Profits
earned before distripution to t.né memoersnip ranged from $0.01 :3:9 $0.10 per
pound of coffee purcnas:d, or from.l to 20 percent of tne in_i\.tial price
cooperatives paid to producers, that is, tne local- or speculator price. Tne
unweighted average of earnings for the six cooperatives was $3,800, or $0.06
per pound. Tnis represents an economic benefit to tnhe farmer of Y percent
over prices offered Dy speculators. In tact, tnree of tne cooperatives
surveyed paid a patronage refund to their mempers, witn dividends ranging from
$0.08 to $0.ll per pound of coffee sold, or 10 to 20 percent hignher than tne
speculator price. As importantly, the data snow that three of the six
coop:rat:ives sampled earned operating profits, even when supsidies allocated
to the cooxeratives (e.g., training, equipment costs, salary support of
management pzrsoniel, etz.) were costed out. The average earnings for all six

cooperatives were calculated to e $1,912.

Thougn impressive, it should pe noted tnat tne findings are drawn from a
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limited sample (6 out of 6l cooperatives and pre-cooperatives, or 10%
sample) . Tne major conclusions of the data - that cooperatives earn operating
profitﬁs and that tney provide memoer producers more economic benefits tnan the
farmers would get from speculators - could epply to the great majority of CCH
cooperatives, inasmuch as the report concluded that the sample population is
representative of the universe. Nevertneless, additional researcn is needed
tc determine witn a greater degree of accuracy tne magnitude of operating
profits and the level of increased incomes accruing to cooperative memoers.

16. INPUTS .

According to tne OPG Agreement, training was to be provided to the members
of tne CCH Executive Committee and the regional. monitors in the following

areass:

- structure & organization of conreratives

- organization & management of cooperative enterprises
- coffee tecnnology

- coffiee marketing

- accounting D

- planning & analysis .
Tne monitors, acting as the field extension arm'of CCH, were in turn
supposed to train local cooperative management personnel in putting in place
sound financial and organizational management practices at the cooparative

level..

witn respect to tne Executive Committee, tne Project Director and the
Accountant were not surficiently trained: tne former attending only one
cotfee marketing conference last year in Costa Rica, and the latter
participating in only one ot tne tnree six-week training sessions at INAGHEI.
Tne Project Director needs additional training in coffee tecnnology ana
marketing inasmucn as these areas will figure prominently in nis scope of work

in tne proposed follow-on phase.



Witn respect to the regional monitors, the Vice-President of tne CCH Board
indicated in an interview that in addition to the six-week training sessions
held for the monitors evecy y2ar of the IOP period by iNAGHEI - tne country's
higher education public administration insti-ute - training was also provided
by tne Project Dirsctor, doupling up as tne Field Coordinator, to the monitors
2-3 days each month, usually in Port-au-Prince. As 1s detailed in paragrapn
17, below, the impact of tne training on the local cooperatives was ro‘lest.
Tne Project Director did not have sufficient time to supervise and train the
monitors in the field. Te Field Coordinator must assume full-time
responsipility supervising and training tne monitors in the field to train
local management personnel and implement the desired rew madagement practices.

P

Additionally, project manage ent could nave made more effective use of the
IIO cooperative expert assigned to tne CNC for training purpcses. In an
interview, tne IID official stated tnat ne felt ne was underutilized and that
he was disposed to provid:z additional training support to CCH, if reqnestéd.
He also announced that he is almost certain of reing provided with three UN
Volunteers to strengthen field monitoring capapility in th2 near,future. witn
tne opj:xctive of fully utilizing these free T.A. services, Nﬁ?sion and CCH
project management personnel are strongly encouraged to utilize wngre possiple
the IID expert in any follow-on activiy.

Anotner important input was tne estaplisnment uf a CCH administered loan
program to speed up marketing transacticns, by extending loans to cooperatives
to allow them to pay memper producers gquickly for tneir coffee ard
occasionally, to advance cooperatives money wnile aw:iting payment from CEPEC
for cofree delivered. The regional monitors were to play tne leading role in
administering tne lcan program in tne field: from evaluating the feasipility,
to preparing tne regquired documentation for tne lcan application and
monitoring kne repayment scnedule. Tnougn tne repaywment rate for FY 84 was
rign - as of Fepruary 85, 1Y cooperatives out of 23 have repaid their loans in
full, accounting for 87s of tne funds dispursed - only 83% of tne total
$250,000 pave peén lent out. Tne CCH Project Director justified tnis action
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on the pbasis of wanting to lend cooperatives relatively small amounts during
the first: years, because of their inexperience in nandling loans. At the san=2
time, CCH is already regquesting USAID to increase the amount of tne revolving
fund to take into account future demand growth. Such an action cannot be
Justified on the basis of curfent practice, nor in the absence 0Of realistic

future demand projections.

Daspite the high repayment rate, thc DAI report founi CCH management of
the fund to pbe less than optimal. Thne following constitute the deficiencies

identified: . .

a) records on loans were very disorganized;

-J

.

b) required signatures were missing in loan documents in several cases;

c) loan due dates were missing in s2veral cases or somefimes when they
were mentioned, tney preceded the dispursement datej

d) interest paynents were not made to CCH in several cases; .

\

e) loans were granted in some ‘instarces witnout completion' of all tne
required forms; and

£) poor performance in managing a loan appears to nave been rewarded, in
some cases. For example, QODENCEF, Fond Beron, repaid its 1983 loan 10 months
late witn no interest, and then received a loan tnree times larger on tne day

the loan was finally repaid.

Scarcity of manag ‘ment and supervisory cadre at tn2 CCH central office was
identified as a primary cause ftor tnls lackluster performance, as it was in
failure to fully implement tne required managemnt practices at tne
cooperative level. Increased supervision of tne monitors' field activities
and tne erfective integration of the ILO expert in the project's training
program could go a lony way toward redressing tnis situation.



17. OUTRJTS

Tne regional monitors were supposed to train and actively assist local
cooparative management cadre to implement more rationa_l..managément practices.
A good beginning was made in instituting the required changes, put a gbod déal
yet romains to pbe done. For example, thire was some unproven\enﬁ made in' tne
re=ora-Ke ping system of several c¢doperatives, put CACRON, Haut Cap Rouge, nas
four different ent~2rprises but 10 id2a about tne relative profitapility of
each. Furtnermore, the cooperative is stocking all of its coffee awan'mg a
nigner price rather tnan following the more prudent policy of selling cotte'_
througncut the season. At EFCJEM, Fond Jean Noel, columns were drawn up
snowing coffee purcnases per montn over tne past.year, but the colunns were
never summed up. This same cooperative had a loan outstanding for $1,000 on
which it was paying 1 percent interest par montn, even thougn it didn't
purcnase any cotfee during tne preceding six weeks ard was not lixely‘to
purchase any significant quantity until tne start of tne next season, six
montns away.

' ' .

witn respect to the performance of tne regional monitors, _'tpere is muen
left to be desired according to an Octoper 1984 project report v‘witten by the
CCH Project Director cum Field Coordinator, .smnmarizing tne‘\ results of
pecformance indicators developed to measure tne analytical, proplem solving
anct planning capatilities of regional monitors. Tnhe report concluded tnat
only tn:ee out of elgnt monitors pertored satisfactorily in tne area of
analytical skills, and four out of eight, in those of proplem solving and

planning.
18. PURPISE

Tne primary purpose of tne project was to stremytnen tne administrative
structure o CCH to allow it to assume increasing responsinility for project
implementation, especially with respect to the management of CEPEC. An

associate purpose was to reorganize the cooperatives and pre-cooperatives at
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tne local level by putting in place' more rational financial and organizational

management practices. - - ' S . L

These objectives were on;y partially achieved in botnh instances. Witn
respect to tne primary purpose, tne d:lays experienced in ccampleting the
coffee processing center, which CCH was to ultimately operate and manage
resulted in COCH's inapility to recruit a full contingent of Executive
Committee mepers as had been planned under tne project, as several of tne
positions were tied in witn tne center's operation. Additionally, CCH
pecsonnel claimed tnat qualified personnel could not be found to fill séveral
of the other Kkey positions, whicn resulted in a full time OPRODEX employee
taking on tne position of pboth Project Director and Field Coordinator under
the project. Whetner this individual was rocéibiric‘g remineration for all three
positions is not clear; nhovever, needless to say this was not an ideal
situation as tne Director's/Field Coordinator's full attention to project
activities was never realized under the project. Tnis kind of situation
should not pe allowed to develop under any future activity of this sort.

Likewise, tne causes for modest acnievements of tne sub-purpose were
dice ssed in datail in paragrapns 16 and )7, above. e

- "\

1Y. QOAL/SUBGOAL

No gcal was formulated for this pcoject.

29. BENEFICIARIES

The OPG Agreement estimated that 20,000 poor rural coffee producers would
pe the primary peneficiaries or the project. In addition, it was anticipated
that additional benefits would accrue to tne GOH in tne form of increased
revenues rrom corfee taxes. It is unforturately difficult to compute
accurately tne magnitude of penefits accruing to targetted peneficiaries,
inasmuch as sucn_data are currently unavailaple. Nevertheless, some estimates
can t2 derived. With respect to coffée producers, tne sample survey referred
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to in paragrapn 15 apove found that profits earned by six cooperatives, bpefore
distripution to the memoersnips, ranged from $0.0L to $.10 per pound of coffee
pucchased, or from L to 20 percent of tne initial pz:ice cooperatives paid to
producers, tnat is, tne local or speculator price. Tne unweighted average of
earnings was calculated to pe $3,800, or $0.06 per pound, representing an
economic benefit to tnhe farmer of 9 percent over prices offered by
speculators. In addition tnree of the six cooperatives surveyed paid a
patronage refund to tneir memvers, witn dividends ramjing from $0.08 to $0.1i
per pound of coffee sold, or 10 to 20 percent higner than the speculator
price. Thus, six cooperatives convincingly demonstrated their ability td earn
profits for their memoers. Since these cooperatives are said to be
representative of the general population, it could be said that the majority
of the CCH cooperatives and pre-cooperatives “do [';r:ovide economic benefits to

»

their 17,376 mempers.

With respect to QOH revenues, the value of coffee exported by CEPEC is .as
follows: $747,728 (1982), $931,933 (l983), $1,124,372 (1984) and $1,352,287
projected for 1985. Applying the 26% ad valorem tax rate on coffee for
1982-1984, and 23¢ for 14985, yields the following GOH revenues from coffee:
$194,409 (1982), $242,303 (1983), 292,337 (l984) and $311,026 (‘.1.7985). Thus,
GOH revenues from CEPEC exports rosé to about 60% in 1985 compaced‘ to tne 1v32
level, one year prior to the initiation of the project. It is questionable at
tnis point whetner tnis consideraple increase can pe attrinuted solaly to
project activities, for otner factors, such as the international coffee marrel

price, would have to pe taken into account.

21. UNPLANNED EFFECTS

One of tne unplanned effects of the prozect is the fact tnhat many, if not
most, cotfee cooperatives were founded py, and continue to be dominated by the
rural elite wno exploit the peasants on a regular pasis. Tne DAI study found
that poor rural farmers wno did not join the cooperatives, perceive these
institutions as another way for the rural elite - and by association, the

Government - to extend its power to yet anotner facet-of their lives.
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‘Tnis situation allegedly came apout because cooperatlve development did
not specifically focus on small farmers. Typically, seminars to develop an
interest in cooperatives were neld durmg f.ne .Late 19703 and early .1.9805 «n a
numper of areas, and rural el.ltes we'e mv:.ted to attend Tney then went pack
to tneir home areas to organize cooperatlves, w:.tn tne understanding tnat
money ard equipment would be made avallaole by tne Govemment and USAID to
nelp tne cooperatives get started. As it is a common occurrence in
development tnat a new tecnnology or institutimn me-nt primarily for small
farrers is mptured by tne rural elite, and smce no special effort was made
to direct cooperatlve devclopment at t:ne smaLl. farmer, it 1s understandable
that cooperatives would bpenefit those in tne oest posn:lon (soc1alLy and
economically) to taxke advantage of tne penerifs.” In some cases, tne founders
and leaders were speculators tnemselves and tnerefore nad a direct interest in
limiting mempership in tne cooperatives. In one area for example, farciwers
explained that joining tne cooperative was not an option for tnem, since they
sold their coffee directly to tne cooperative president. ‘

y . v

Fortunately, tnis situation does not nold across tne ooard’.‘ For example,
cooperatives formed witn the ass isterce of Catnollc priests m soutnwestern
Haiti, sucn as CAVDAC in Cnardonnleres, can legitimately be called popular
institutions. 1Intensive organizational and mopbilizing efforts over long
periods of time were reguired to dev‘elop' tne interest and participation of

snall facmers in the cooperatives.

witn regard to the CCH movement specifically, it is felt tnat in order to
pe institutionally vianle in tne long-term, CCH needs to focus on training and
on tne application of democratic decision-making principles in cooperatives
dominated by elite elements. Tne role of tne regional monitors will pe
critical in tnis regard. In addition, UNIOORS -~ tne reyional cooperative
organization grouping tne soutnwestern cooperatives - can also play a usetful
role in this context by participating in training activities and acting as a

sSNowN Case.
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Another unplanned effect is tne increasing challenge posed by certain
coffee exporters to tne long-term viability of CCH cooperatives located in
isolated regions traditionally recognized as the exporters' parocnial
domains. In a reported case, tne exporter substantially pusned up the local
coffee price in an effort to drive the cooperative out of business.
Fortunately, the cooperative was able to meet tne price, witn tne help of CCH
credit funds. But it is questionable wnether cooperatives can incefinitely
survive sucn determined onslauvgn:s. In tnat regard, tne ILO expert
recommended that an emesrgency fund be establisned either at the cooperative or
CCH level, to meet sucn eventualities. The Mission could support that effort
by allocating a part or the whole amount of the funds generated from interest
earned from the revolving fuma loans for tnat purpose. ,

The tnird unplanned etffect identified is CEPEC's virtual alienation of tne
cooperatives by failing to distripute anticipated repates over tne LOP period,
as was already discussed in paragrapn 13, anove. Beéause Oof tnis, some
cooperatives have witnneld “rom 25% to 50% Of the amount Of céffee tney nave
brought - according to various sources = and are marcketing i'i:: througn more
troditional marketirg cnannels. ' Accordiné " to project feports, tne
ccoperatives are so suspicious of CEPEC management that tney reportedly vow to

c.ntinue this action until CCH assumes management of the coffee center.

22. LESSON5 LEARNED

On2 of tne lessons learned from this effort is tnat follow-on activities
snould not be developed and approvea until the predecessor activities they are
pased upon nave pbeen fully completed and operational, i.e., in tnis case tne
estaplisnment of an Executive Committee peing tied in witn tne completion of
the cotfee processing center wnicn was a Key activity of tne predecessor
project.

Anotner lesson to be drawn from tnis effort is tne fact tnat activities ot
tnis sort need to D& more closely and carefully monitored, so tnat

aajustments/modifications can pe made as reguired during the lire of tne
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project. Efforts snould nave been made early on to a) locate a full-time
Projact Director and Field Coordinator, D) upgrade the training of regional
monitors and cooperative personnel and C) better utilize tne T.A. availaple in
Haici. : : . C e . .

23. SPECIAL QO:vENTS/REMARKS

None.



