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STRENGTHENING ODFFEE O3OPS (521-0169/2) EVAWATION
 

PROJE)C EVALUATION SUMMARY (PES)
 

Tnis PES not only nignhlignts findings and recommendations of tne attacned 

evaluation report (DAI, May 1985), out also incorporates results of 

independent assessments performed Dy tne Mission's DRE/EVAL Office staff, 

particularly witn respect to tne management structure of CCH, and raises some 

critical issues to be addressed in the follow-on pnase of tne project, with 

CLUSA as te designated Grantee. A separate -econOmic analysis of toe CCH 

revolving fund is in tne process of being conducted and will ne sunmitted at a 

later date.
 

13. SE)MMARY 

Tne acni!: vemant of tne project purpose - strengtnening toe existing CCH 

coffee cooperative networK .- fell snort of expectations. Ihdeec, tne 

adinistrative structure tnat was supposed to ne put in place' -to direct 

proje,'t operations (i.e., tne CCH Executive Committee) was never fully 

estaolisned, oecause all of toe required personnel were not selected. 

According to toe OPG Agreement, toe Executive Comittee was supposed to oe 

composed of tne following melDers: a Project Director, a Field Coordinator, a 

Secretary General, a General Manager (CEPEC) ana an Accountant. In fact, only 

toe Project Director and toe Accountant were on Doard Dy toe end of project 

date. Tne specific reasons and constraints leading to this situation are 

discussed in detail below, in paragraph 18 ("Purpose"). 

A fundamental proolem, critically affecting project success was toe delay 

experien,,ed in completing construction or tue coffee processing center uner 

tne SmrAll Farmer MarKetiny project (0083) wnicr was to oe turned over to CCH 

management upon completion. Indeed, tne center remains unrinisned to date ana 

it remains unclear wnetner OPRODEX will De willing to turn over title or
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tne center to CCH wnea it is completed. This issue, along with tne need to 

guarantee annual coffee export license peimits to CCH, needs to be resolved 

prior to the approval and authorization of a proposed follow-on project 

involving CCR and the processing center. 

Anotner serious problem encountered during tne two-year LOP period was 

CEPEC's negative financial performance for FY 1984. The DAI report noted an 

operating deficit of $159,386 - increasing to a level of $266,516 after 

sunsidies are costed out - for the FY 1984 period. This compares uafavoraDly 

with tne coffee center's reported profit of $140,713 for tne previous year, or 

a deficit of only $13,204 with subsidies costed out. CEPEC was thus unable to 

distrioute patronage rebates to CCi cooperatives in FY 1984. Unless CEPEC 

realizes windfall profits for the current Fisc4l Year, toe prospects of 

passing on rebates to the cooperatives are not encouraging for FY 1985. As a 

consequence, numerous coope .ative ranK-ana-file members are discontent for not 

having received tne anticipated bonuses, and some cooperatives nave witnneld 

coffee shipments to CEPEC because tney no longer nave confidence in the coffee 

center's management. Altnougn this situation has not nad any significant 

adverse impact on the CCH cooperative movement up to now, it certainly calls 

into question the viability of CCH coffee exporting operationS, until sucn 

time as OCH taKes up management responsibilities for the coffee center. As a 

result of these developmencs, OPRODEX nas commissioned toe local brancn of 

Peat, MarwicK & Mitcnell to audit CEPEC operations to determine tne causes of 

toe coffee center's financial difficulties. 

14. EVAUJATION METHDDOLOGY 

This PES report draws heavily on tne results of a DAI assessment of the 

coffee sector in Haiti, conducted in April/May of 1985 - particularly their 

examination of coffee cooperative performance wnicn makes specific reference 

to Cc project activity. In addition to tne above, several interviews were 

conducted witn Key coffee sector personnel to ascertain current concerns and 

recomimendations, as well as to gatner and assess current information and data 

regardirj the status of the Key activities carried out under the project. 
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areas in the coffeeThe DAI study examined in-depth three Key of concern 

sector. These are identified below, along withl the 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 DAI report were:
 

a) tne role of coffee in tne farming system, by outlining the resource 

environment, enterprise pattern and economic objectives of the fari;.rs and 

describing the role of coffee in meeting farmers' oojectives and priorities; 

the efficiency ofD) the compititiveness of the coffee marKet, Dy testing 

tne coffee marKet and reviewing the most recent: literature written on the 

suDoect to date; and 

c) the performance of the cooperatives, by focusing on the financial and 

social constraints affecting tne long-term institutional viaoility or tne 

cooperatives. In addition, the economic performance of the coffee pilot 

center, CEFEC, was also examined, as well as the role of the Union of Haitian 

in supporting the coffee cooperatives.Coffee Cooperatives (CCH) 

rural farmers,' cooperativeResearcn metnods consisted of sample surveys of 

and officers, as well as speculateurs orranK-and-file mermners management 

were also conducted for a limitedmiddle-men. In depth financial analyses 

and CF-EC offices were also visited. Farmernumoer of cooperatives and CCH 

to 90 minutes witn the emphasis put upon the qualityinterviews lasted from 60 

of information generated, rather than on the quantity of interviews 

performed. Questionnaires were not used. Interviews were informal to induce 

on the sunjectsfarmers to feel more comfortable in expressing tneir opinions 

list ok to be discussed wasdiscussed. Before the survey began, a topics 

drawn up, wnic-n was modified substantially during field operations. In 

witn any single farmer, since going ingeneral, only a few topics were covered 

deptn on a few subjects was preferable to getting bits of information or. a 

large numer of subjects.
 

http:fari;.rs
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15. EXTERNAL FACIORS 

The Mission nas been involved in mne coffee sector since 1974, starting 

out with the implementation of the Small Farmer Improvement project (PPC), 

1974-1981, followed by Small Farmer MarKeting (POC), 1977-1985 and 

Strengtnening Coffee Cooperatives (CCH), 1983-1985. Providing that certain 

critical policy isues - identified in pa.agrapn 13 arove - are satisfactorily 

resolved, the Mission intends to fund a follow-on phase to the 02H project. 

Over the years, tnree fundamental assumptions nave shaped the Mission's 

development approa:fn and strategy to this suosector. 

The firs-, ass~uiies that coffee is a profitable crop for farmers to grow, 

provided tiat they are given the appropri ite mix of cconomic incentives (e.g., 

coffee tax reform) and inputs (i.e., technologies :.ppropriat!e to their needs 

and circumstances). Ironically, after the Mission nas finally prevail.ed upon 

cne ilaitian Governent to rcduce the coffee tax Dy 10 (from 26t to 23%) -'as 

a result of intensive and protracted Mission negotiations witn the GOH - to 

increase producers' income, this iassumption has Deen called increasingly into 

qu stion, in light of substantial price increases in recent years experienced 

by many food crops, sucn as maize and beans,. that compete with coffee. In 

addition, since land is tne constraining resource in Haitian agriculture and 

gi 'en the fact that coffee is less lanour-intensive than most food crops, a 

transfer of resources from coffee to food crops seems logical. In fact, there 

are widesp:ead reports that many farmers nave replaced tneir coffee 

plantations with food crop fields. 

Tne second assumption is based on the theory that the coffee sector is 

cnaracterizud by inefficiency, collusion and exorbitant profits earned by 

speculatcurs and exporters. Accordingly, PCC was developed on tne supposition 

that tne creation of a farallel cooperative marKeting system would breaK the 

oligopsonistic power of the exporters, resulting in nigner prices paid to 

farmers and greater efriciency in the coffee margeting sector. Tnis 

assumption, based on a study conducLed Dy Girault, 1982, is cnallenged in tne 

http:prevail.ed
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DAI attacned report. Drawing from analyses carried out jy Mats Lundani 

(1983), and Capital Consult (1983), tne report concluded that altnough the 

numoer of exporters is relatively small and concentrated, there is no 

demonstrated evidence that they act together to fix prices and allocate 

quotas. Indeed, there exists some degree of competiti'on among them, as 

evidenced oy tbe niga turnover in firms involved in coffee exporting and the 

fluctuati:las in f.-CKet snares among participants. Hor..ever, the competition is 

far from perfect with some exporters eing in a position to increase their 

market snares py accumulating more export stamps and paying less taxes than 

their competitors, by cultivating nign-level Goverrmuent/social contacts. 

Moreover, in individual marKets in wnicrn a few firms control most of the 

coffee 1) rcnased, s ime degL, e of tacit oligopconistic be-iavior likely exists. 

This results in farmers receiving prices lower'tnan theY would tiormally 

receive if there were more competition.
 

Tne third assumption, related to the second, postulates that coffee 

cooperatives provide real economic benefits to farmers. Financial data 

compiled on six cooperatives ir.dicate that they all earned an operating profit 

the year tn-.y were analyzcd (see pages 65-67 of the attached report). Profits 

earned bef.re distrinution to the memnersnip ranged from $0.01 to $0.10 per 

pound of coffee purcnac:1, or from I to 20 percent of the initial price 

cooperativEs paid to producers, that is, thie local or speculator price. The 

unweignted average of earnings for the six cooperatives was $3,800, or $0.06 

per pound. This represen,:s an economic benefit to the farmer of 9 percent 

over prices offered Dy speculators. In tact, three of the cooperatives 

surveyed paid a patronage refund to their memrers, with dividends ranging from 

$0.08 to $0.11 per pound of coffee sold, or 10 to 20 percent higher than the 

speculator price. As importantly, the data snow that three of the six 

cooperat.ives sampled earned operating profits, even when suosidies allocated 

to the cooperatives (e.g., training, equipment costs, salary support of 

management porsoniel, etz.) were costed out. The average earnings for all six 

cooperatives were calculated to Le $1,912. 

Thougn impressive, it snoula De noted tnat tne findings are drawn from a 
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limited sample (6 out or 61 cooperatives and pre-cooperatives, or I0N 

sample). The major conclusions of tne data - triat cooperatives earn operating 

profits and tnat tney provide memoer producers more economic benefits than tne 

farmers would get from speculators - could apply to the great majority of OCH 

cooperatives, inasmuch as the report concluded that the sample population is 

re -)resentative of the universe. Nevertneless, additional researcn is needed 

tc determine with a greater degree of accuracy the magnitude of operating 

profits and the level of increased incomes accruing to cooperative memDers. 

16. INPUTS
 

According to tne OPG Agreement, training was to be provided to the members 

of the COM Executive Committee and the regional. monitors in the following 

areas: 

- structure & organization of coo.-eratives 

- organization & management of cooperative enterprises 

- coffee tecnnology 

- coffee marKeting 

- accounting 

- planning & analysis 

Tne monitors, acting as tne field extension arm of CCH-, were in turn 

supposed to train local cooperative management personnel in putting in place 

sound financi.i and organizational management practices at tne coop3rative 

level.. 

Witn respect to tne Executive Committee, the Project Director and the 

Acountant were not sufficiently trained: tne former attending only one 

cotfee marKeting conference last year in Costa Rica, and tne latter 

participating in only one or tne three six-weeK training sessions at INAGHEI. 

Tne Project Director needs additional training in coffee tecnnology and 

marKeting inasmucn as these areas will figure prominently in nis scope of work 

in tne proposed follow-on pnase. 
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Witn respect to the regional monitors, tne Vice-President of tne CCH Board 

indicated in an interview that in addition to the six-weeK training sessions 

held for the monitors every year of the IOP period by INAGHEI - the country's 

nigner education public administration insti ;ute - training war also provided 

by the Project Director, douling up as the Field Coordinator, to the monitors 

2-3 days each month, usually in Port-au-Pzince. As is detailed in paragraph 

17, below, the impact of the training on 'the local1 cooperatives was olest. 

The Project Director did not have sufficient time to supervise and train the 

monitors in the field. Te Field Coordinator must assume full-time 

responsiility supervising and training the monitors in the field to train 

local management personnel and imolemnnt the desired r.ew management practices. 
S.
 

useAdditionally, project manag( _nt could nave made more effective of the 

ILO cooperative expert assigned to the CNC for training, purposes. In an 

interview, the I10 official stated that he felt ne was underutilized and that 

he was disposed to provid: additional t:'aining support to CCH, if reqlested. 

He also announced that ne is almost certain of veing provided wim. thrie UN 

Volunteers to strengthen field monitoring capability in tni near,future. Witn 

the oD3_nctive of fully utilizing these free T.A. services, Mi spion and CCH 

project management personnel are strongly encouraged to utilize where possinle 

the ILO expert in any follow-on activiy. 

Anotner important input was the estaolisment uf a CCH administered loan 

program to speed up marKeting transactions, by extending loans to cooperatives 

to allow them to pay member producers quicKly for their coffee ar 

occasionally, to advance cooperatives money wnile awAiting pa:-yment from CEPEC 

for coffee delivered. The regional monitors were to play the leading role in 

administering the loan program in the field: from evaluating the feasioility, 

to preparing the required documentation for the loan application and 

monitoring the repayment scnedule. Tnougn the repayment rate for FY 84 was 

n:ign - as of Feoruary 85, 19 cooperatives out of 23 nave repaid their loans in 

full, accounting for 87t of the funds disoursed - only 83% of the total 

$250,000 nave Dedn lent out. Tne CCH Project Director justified tnis action 
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on tre oasis of wanting to lend cooperatives relatively small amounts during 

the first years, because of their inexperience in nandling loans. At tne sane 

time, OZH is already requesting USAID to increase the amount of the revolving 

fund to take into account future demand growth. Such an action cannot be 

justified on the basis of current practice, nor in the absence of realistic 

future demand projections. 

Despite the high repayment rate, thoe DAI report found CCH management of 

the fund to be less than optimal. The followirg constitute the deficierncies 

identified:
 

a) records on loans were very disorganized;
 

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

c) loan due dates were missing in siveral. cases or sometimes when they 

were mentioned, they preceded the disDursement date; 

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

e) loans were granted in some instanies witnout completion' of all the 

required forms; and 

f) poor performance in managing a loan appears to nave een rewarded, in 

some cases. For example, CODDECEF, Fond Beron, repaid its 1983 loan 10 months 

late with no interest, and then received a loan three times larger on the day 

the loan was finally repaid.
 

Scarcity of manag 'ment and supervisory cadre at tbie CCH central office was 

identified as a primary cause for this lacKluster performance, as it was in 

failure to fully implement tie required managemc nt practices at the 

cooperative level. Increased supervision of the monitors' field activities 

and the effective integration of the IO expert in the project's training 

program could go a long way toward redressing this situation. 



17. OUTPUITS 

The regional monitors were supposed to train and actively assist local 

cooperative management cadre to implement more rational management practices. 

A good beginning was made in instituting the required changes, out a good deal 
yet r,!.ains to ne done. For example, tncre was some improvement made in tne 

re7ora-Ke ping system 'if several cooperatives, Out CACRON, Haut Cap Rouge, nas 
four different enterprises nut uo idaa about tne relative profitaoility of 

each. Furt'nermore, the cooperative is stocKing all of its coffee awaiting a 

nigner price ratner than following the more prudent policy of selling coffee 
througnout the season. At EFEVT, Fond Jean Noel, columns were drawn up 
snowing coffee purcrases per montn over tne past..year, out the coluzins were 

never summed up. Tnis same cooperative had a loan outstanding for $1,000 on 
which it was paying I percent interest par month, even thougn it didn't 

purcnase any coffee during the preceding six weeKs cd was not liKely to 
purchase any significant quantity until the start of the next season, six 

months away. 

With respect to the performance of the regional monitors, 'there is mucn 
left to be desired accordtig to an Octooer 1984 project report written by the 

CCH Project Director cur Field Coordinator, summarizing the results of 
performance indicators developed to measure tne analytical, proDlem solving 

and planning capar lities of regional monitors. Tne report concluded that 
only tn.:ee out of eignt monitors -erforrea satisfactorily in tne area or 

analytical sKills, and four out of eight, in those of proolem solving and 

planning. 

18. PURP.JSE 

Tne primary purpose of the project was to strengthen the administrative 

structure of CCH to allow it to assume increasing responsioility for project 

implementation, especially witri respect to the management of CEPEC. An 

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

management practices.- .. 

These objectives were only partially achieved in botn instances. With 
respect to tne primary purpose, tne dlays experienced in copleting the 

coffee processing center, which CCH was to ultimately operate and manage 
resulted in CCII's inability to recruit a full contingent of Executive 
Committee me:noers as had Deen planned under the project, as several of the 
positions were tied in witn tne center's operation. Additionally, CCH 
personnel claimed tnat qualified personnel could not be found to fill sdveral 

of the other Key positions, wnicn resulted in a full time OPROJEX employee 
taKing on the position of both Project Director and Field Coordinator under 
the project. Wetner tnis individual was rccfving rervineration for all three 
positions is not clear; noqever, needless to say this was not an ideal 
situation as the Director's/Field Coordinator's full attention to project 

activities was never realized under the project. Tnis Kind of situation 
snould not oe alowed to develop under any future activity of this sort. 

LiKewise, the causes for modest achievements of the sub-purpose were 
dic' ssod in detail in paragraphs 16 and J.7, above. 

19. GJDAL/SUBMGAL 

No ge-al was formulated for this project. 

20. B.ENEICIARIES 

Tne OPG Agreement estimated that 20,000 poor rural coffee producers would 
be the primary beneficiaries of the project. In addition, it was anticipated 

tnat additional benefits would accrue to the GOH in the form of increased 
revenues from corfee taxes. It is unfortunately difficult to compute
 

accurately the magnitude of benefits accruing to targetted ceneficiaries, 
inasmucn as sucn data are currently unavailable. Nevertheless, some estlmates
 

can re derived. With respect to coffee producers, the sample survey referred
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to in paragrapn 15 anove found tnat profits earned by six cooperatives, before 

distribution to the memersnips, ranged from $0.01 to $.10 per pound of coffee 

purchased, or from I to 20 percent of tne initial price cooperatives paid to 

producers, tnat is, tne local or speculator price. The unweignted average of
 

earnings was calculated to De $3,800, or $0.06 per pound, representing an 

economic benefit to the farmer of 9 percent over prices offered Dy 

speculators. In addition tnree of the six cooperatives surveyed paid a 

patronage refund to their members, witn dividends ranging from $0.08 to $0.li 

per pound of coffee sold, or 10 to 20 percent nigner than the spe.'uLator 

price. Thus, six cooperatives convincingly demonstrated their anility td earn 

profits for their members. Since these cooperatives are said to be 

representative of the general population, it could be said that the majority 

of the OCH cooperatives and pre-cooperatives-do provide economic benefits to 

their 17,376 memners.
 

With respect to GO revenues, the value of coffee exported by CEPEC is as 

follows: $747,728 (1982), $931,933 (1983), $1,124,372 (1984) and $1,352,287 

projected for 1985. Applying the 26t ad valorem tax rate on coffee for 

1982-1984, and 23t for 1985, yields the following GOH revenues from coffee: 

$194,409 (1982), $242,303 (1983), 292,337 (1984) ana $311,026 (1,985). Thus, 

GOH revenues from CEPEC exports rose to about 60t in 1985 compared to the 1982 

level, one year prior to the initiation of the pi'oject. It is questionaDle at 

this point whether this consideraole increase can De attriouted solely to 

project activities, for otner factors, sucn as the international coffee iwar)et 

price, would nave to De taKen into account.
 

21. UNPLANNED EFFECTS
 

One of the unplanned effects of the pro-ect is the fact that many, if not 

most, coffee cooperatives were founded Dy, and continue to be dominated Dy the 

rural elite wno exploit the peasants on a regular oasis. 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 another facet of their lives. 
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Tnis situation allegedly came aDout because cooperative development did 

not specifically focus on small farmers. Typically, seminars to develop an 

interest in cooperatives were neld during tne late 1970s and early 1980s .n a 

tiumDer of areas, and rural elites we:e invited to attend. They tnen went oacK 

to tneir home areas to organize cooperatives, with tne understanding tnat 

money and equipment would oe made availaole by tne Government and USAID to 

nelp tne cooperatives get started. As it is a common occurrence in 

development tnat a new tec rinology or institution me-int primarily for small 

far.:ers is ciptured py tne rural elite, and since no special effort was made 

to direct cooperative development at the small farmer, it is understandaole 

that cooperatives would. benefit tnose in tne best position (socially and 

economically) to taKe advantage of tfe Denefis." In some cases, tne founders 

and leaders were speculators tnemselves and tnerefore had a direct interest in 

limiting membership in the cooperatives. In one area for example, fir;,.rs 

explained tnat joining tWe cooperative was not an option for them, since they 

sold their coffee directly to the cooperative president. 

Fortunately, tnis situation does not hold across the board. For example,
 

cooperatives formed witn the assistenrce of Catnolic priests in soutnwestern 

Haiti, sucn as CAVDAC in Cnardonnieres, can legitimately be calle popular 

institutions. Intensive organizational and mooilizing efforts over long 

periods of time were required to develop tne interest and participation of 

snmall farmers in the cooperatives. 

Witn regard to the CCH movement specifically, it is felt toat in order to 

De institutionally viaole in tne long-term, CCH needs to focus on training and 

on the applicaLion of democratic decision-maKing principles in cooperatives 

dominated Dy elite elements. The role of the regional monitors will oe 

critical in this regard. In addition, UNIQJRS - toe regional cooperative 

organization gcouping the soutnwestern cooperatives - can also play a useful 

role in this context Dy participating in training activities and acting as a 

snow case. 

http:fir;,.rs
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Another unplanned effect is tne increasing challenge posed by certain 

coffee exporters to tne long-term viability of CMH cooperatives located in 

isolated regions traditionally recognized as the exporters' parocnial 

domains. In a reported case, tne exportec substantially pushed up tne local 

coffee price in an effort to drive the cooperative out of business. 

Fortunately, the cooperative was able to meet the price, witn the help of CCH 

credit funds. But it is quesiionaDle wnether cooperatives can indefinitely 

survive sucn determined onslaugn's. In tnat regard, the IM expert 

recogmmended tnat an emer~gency fund be establisned eithler 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 t.e fLuds generated from interest 

earned from the revolving fund loans for tnat purpose. 

Te third unplanned effect identified is CEPEC's virtual alienation of tne 

cooperatives Dy failing to distrioute anticipated rebates over the LOP period, 

as was already discussed in paragrapn 13, adore. Because of tnis, some 

cooperatives nave witnneld :rom 2cA to 50! of the emount of coffee they nave 

brought - according to vrious sources - and ace marKeting it, througn more 

trAditional marKeting cnannels. According - to project reports, tne 

ccoperatives are so suspicious of CEPEC manage-ent that tney reportedly vow to 

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

22. LESSON3 LEARNED 

One of the lessons learned from this effort is tnat follow-on activities 

snould not Le developed and approvea until the predecessor activities they are 

based upon nave oeen fully completed and operational, i.e., in tnis case tne 

estaolisnment of an Executive Committee being tied in witn the completion of 

the coffee processing center wnicn was a Key activity of the predecessor 

project.
 

Anotner lesson to be drawn from this effort is tne fact that activities of 

tnis sort need to oe more closely and carefully monitored, so tnat 

aajustments/modifications can oe made as required during the lire or tne 
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project. Efforts snould nave been made early on to a) locate a full-time 
Project Director and Field Coordinator, 0) upgrade tne training of regional
monitors and cooperative personnel and c) oetter utilize tne T.A. availaole in 
Hai ti. 

23. 	 SPECIAL ik,.IAf/Jjg 

None. 


