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Preface and acknowledgments

This is a comparative study, sponsored by the Inter~American
Foundation, of four peasant cooperative associations in Bolivia.
From this experience, I have drawn some conclusions about rural
organizations, the contributions they can make to development, and
how donors can choose and relate to these organizations. The study
is part of a wider effort of the Foundation to evaluate its rural
projects, and to improve the ways it makes decisions about them.

I carried out the fieldwork for this study in Bolivia during
a three-week period in September and October of 1982. After completing
a first draft of the paper, I spent a week with the Foundation in
Washington, during which I was able to discuss the report with staff
members, and to learn how their experience with similar organizations
in other Latin American countries related to my findings in Bolivia.
The issues raised in the report were also discussed by the staff at two
long seminars that were extremely stimulating and had a strong impact
on my thinking.

I was accompanied most of the time in Bolivia by either Eveyln
Barron, Kevin Healy, Carol Michaels 0'Laughlin, or Marion Ritchey. I
am profoundly grateful for their presence, which made my work very
lively and productive, and for their constant questioning of my
interpretations, which made me think harder about things than I
otherwise would have. Kevin Healy made such excellent arrangements
for me to get to various groups, and had such fine relations with
them, that I was able to accomplish much more in three weeks than I
had expected. Carol Michaels 0'Laughlin's fascinating report of her
impressions of COINCA and CCAM was very useful for checking my own
facts and impressions, and for causing me to think twice about several
things. Before visiting the Bolivian groups, I was fortunate to be
able to read an excellent history of three of them, written by Kevin
Healy and based on extensive work by him in the IAF project files.
The paper, entitled "Campesino Cooperative Networking in Bolivia:
Initiatives from Below," was prepared as part of the evaluation
effort and was presented at the March 1982 meeting of the Latin
American Studies Association, in Washington, D.C.

I am most grateful to Peter Hakim, Kevin Healy, Albert
Hirschman, Sarah Hirschman, and Carol Michaels 0'Laughlin for
dedicating their scarce time to a detailed reading of the report and
to giving me a page-by-page narrative of their reactions and dis-
agreements. Sheldon Annis proved himself to be a fine and inventive
editor, and helped me way beyond the call of duty. Finally, this
whole effort would not have been possible without the unstinting

Support and challenging questioning of Marion Ritchey, Director of
the Andean Region. ‘
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Unfortunately, I have not been able to convert Bolivian peso
values into U.S. dollars because of the runaway inflation of 1982, the
year of most of the peso values cited, and the difficulty of finding
an exchange-rate series that would adequately reflect the value of
peso amounts in dollars. During the first ten months of 1982, the
value of the dollar increased ten times (from 20 pesos to 200), while
domestic price inflation for commodities bought and sold by farmers
seemed to have been about 400%. (In 1981, domestic price inflation
was approximately 60%.) The peso was officially quoted at 20 to the
dollar until February 1982, when it was devalued to 44. Subsequent
to that, the black-market rate of exchange moved to a high of 270
to the dollar in September of 1982, and the official rate was changed
from 44 to 200 in November. A tabular summary of these rates is:

Date ‘ Exchange rate
(Bolivian pesos to the U.S. dollar)
official black market
before 10/31/72 11.88 n.a.
10/72-2/82 20.00 n.a.
2/82-11/82 40.00 270.00 (high of 9/82)
11/82- 200.00 525.00 (4/83)

Luckily, I have had to use only four acronyms in this paper,
80 I can list them here:

ACLO - Accidon Cultural Loyola
CCAM - Central de Cooperativas Agropecuarias Mineros, Ltda.
COINCA - Cooperativa Integral Campesina
IAF - The Inter-American Foundation

Overview

I visited four peasant cooperative associations in Bolivia and
came away perplexed. On the one hand, the four groups—-which are
described below--were decidedly successful in certain ways. On the
other hand, they lacked some of the basic qualities considered vital
to this kind of success. In fact, they had various traits and
problems that we usually associate with failure. My puzzlement over
this strange combination of success and inadequacy, and my struggle to
reconcile the two sides of the picture I saw, were the inspiration for
most of what is written here.

A word, first, about the nature of the success I witnessed,
before describing the seeming mismatch between success and
inadequacy. The most obvious achievement of the Bolivian groups is
that they still exist, almost ten years after their creation. Though
they have not yet suffered fhe ending of outside donor funding, their
survival and active life are something of a record, when compared to
many other endeavors to organize rural cooperatives in Latin America.
A second category of achievements of the Bolivian groups is the

benefits they provided to peasant—-farmer members and, in many cases,
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nonmembers: (1) better prices, greater reliability, and honest weights
resulting from cooperative purchasing and marketing of their crops,
using coop-owned trucks; (2) better prices, honest measures and
weights, and unadulterated products available at coop stores supplying
consumer staples and agricultural inputs (the price differential
tended to diminish after awhile, in marketing as well as retailing,
either because coop prices drifted back toward prevailing prices or
because private merchants adjusted their prices downwards to meet the
coop competition); (3) savings in transport and other expenditures for
farmers who previously had to travel some distance to buy consumer
staples and inputs, and now could buy them nearby; (4) transport
savings to producers resulting from the establishment of coop
processing fécilities (rice mills, cacao-processing plant) where
before there were none; (5) availability of credit to those who
previously had no access to banks; and (6) new opportunities for
employment and apprenticeship in coop service operations, of which
agroprocessing created the most jobs.

In addition to these benefits, two of the coop associations
provided benefits to whole communities through community
infrastructure projects undertaken in their early years——-schools,
potable water, irrigation, road grading. Another association
initiated a campaign to combat cacao blight, which could have a

significant impact on grower incomes. And the agricultural
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equipment-rental service of one association allowed peasant farmers to

make the move from shifting to stable agriculture, and from

rice-growing to cane-growing, with corresponding increases in income.
Many of the benefits named here were reaped by nonmembers as well as
members.

These direct benefits of coop activity tended to diminish as
the groups struggled with the problems of running a business. Perhaps
more enduring than the direct benefits were some less tangible
results. In each region, the coop association represented one of the
few institutions voicing the economic interests of peasant farmers.

As organized groups, with one or another successful business ventures
to show for themselves, the associations were able to (1) make
effective claims on public—-sector goods and services available
previously only to larger farmers (official lines of subsidized
credit, agricultural research and extension services, favorable tariff
treatment for imported equipment, etc.); (2) gain entry to
private—sector industry associations (of rice-millers, rice

cooperatives, grape growers, grape distilleries), from which the coop

gssociations gained valuable information about prices and marketing,
and in which they could wield some influence on the side of peasant
:interests; and (3) set an example of how banks and public-sector

:3gepcies could relate to peasant groups, creating some confidence in

égge powerful institutions about the possibility of working with such



groups and giving both sides experience with what such a relationship
could be like. Again, these benefits were available to members and
nonmembers alike.

Viewed against this picture of benefits, the inadequacies of
the coop associations are striking. The most impressive inadequacy
was in the area of management and administration. Prices charged for
merchandise and services were sometimes too low to cover costs, credit
collection was casual, inventory and sales records were often not
kept, coop leaders were frequently the largest borrowers from coop
credit funds, and acts of malfeasance were common.

The second surprising inadequacy of the coop associations had
to do with membership growth. Membership seemed to stop growing at an
early stage, even when the associations were expanding their services
and income-earning activities. Each association had an average of 20
member coops with 17 members apiece, for a total of only 350 members.
At most, coop membership reached only 25% of the families in a
community, and a much smaller share of the population of the area
served by the association of coops. Given that each association group
had received roughly US$350,000 from the Inter—-American Foundation,
the small size of membership could be taken to mean an average
investment of US$1,000 per member family--in addition to significant
investment in the form of member and other donor contributions, and

IAF staff expenditures. Measured against the low-cost model of

development assistance aspired to by the IAF, these costs would appear
to be disappointingly high--an appearance that turns out to be
modified significantly when we take nonmember benefits into account.

The final shortcoming of the four Bolivian groups haa to do
with leadership. Leadership and management positions usually rotated
among the same few persons, who were from among the better-off members
of the community. Though entrenched and better—off leaders are not
necessarily incompatible with success, they are usually thought of as
leading to trouble--misappropriation of coop goods and services,
programs that benefit only a select few, and the corrupt behavior that
flourishes in an environment where there are no "democratic” pressures
to be accountable.

It is obvious why the first inadequacy I list, weak
management, would be cause for surprise. We are used to seeing this
problem singled out, after all, as the cause of coop failure. It is
not so obvious why we are bothered when coops have small and de;lining
memberships, little participation, and entrenched leaderships. What
does this matter, if they succeed in generating some significant
benefits? The problem, of course, lies partly in our vision of coops
88 participatory and democratic. If they turn out to do some good, it
1s hard for us to believe that they are low on participation.  In
Teaction to this contradiction, we tend to see more participation and

less control by entrenched leaders than actually exist or, more
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skeptically, we suspect that significant benefits for the poor have
really not been achieved. Also when we find that our favorite
qualities are lacking in coops, we tend to prescribe or fund remedies
for catching up--more training in cooperativism, more rotation of
leadership, more drives to expand membership.

Coops with entrenched leaderships, small and declining
memberships, and weak participation also cause us concern because of
the faith that we, as donors, have placed in them. We see coop groups
like the Bolivian ones as more desirable and genuine approaches to the
alleviation of rural poverty than many programs of the public
sector——-particularly in countries with weak and hierarchical
institutions serving the countryside, or with repressive regimes that
are unsympathetic to a more proportional distribution of public-sector
goods and services. If the membership of even the successful peasant
federations is so paltry after so many years of our support, then how
can we maintain our faith in these groups as a hopeful alternative to
the deficient public sector?

Finally, we are uncomfortable about an entrenched and
better—of f leadership because we think it leads to an elite~biased
distribution of coop benefits. This kind of distribution, after all,
is what has disappointed us so many times about the programs of the
public sector. If coops are to have an impact on the rural poor, in

other words, we expect to see them larger and growing, more democratic

and participatory, and with a leadership that rotates more vigorously
and reaches more broadly into the community.

My search for ways to see the inadequacies of the Bolivian
groups as more in harmony with their achievements led to four kinds of
explanations: (1) the inadequacies turned out to be not as problematic
as they are usually thought to be--or, resolving the problems was not
always a prerequisite for doing well; (2) some of the problems were

the side effects of improvements in management; (3) some of the

inadequacies were more troublesome when they occurred in combination
with certain crops, social structures, and tasks; and (4) certain
tasks were distinctly more vulnerable to management inadequacies than
others. All this is not to say that the shortcomings of the Bolivian
groups are not to be taken seriously. Rather, the causal link between
problems and failure——and between "prerequisites"” and success——turned

out to be looser than we are used to thinking it to be.

The cast of characters

Of the four groups visited, El Ceibo and Bella Vista are
incated in the same region. The Alto Beni is a subtropical region
where the government carried out large colonization projects in the
9508 and 1960s, after which the public sector virtually withdrew and
Orous spontaneous migration followed. Cacao, coffee, bananas,

e, and corn are the principal crops; cacao, introduced by the
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colonization project, is the only export crop produced by any of the
groups studied (coffee is marketed only domestically).

El Ceibo (Central Regional de Cooperativas "El Ceibo,” Ltda.),
a 350-member association of 18 coops located in the cacao-producing
area of the Alto Beni, was founded in 1976 by four small village
groups that banded together to market cacao. Ceibo now buys 607% of
the cacao marketed in the Alto Beni and, with its own ten—ton truck,
markets it in La Paz, an eight-hour truckride away. On the backhaul
from La Paz, Ceibo brings consumer staples that it wholesales to the
small consumer stores of its member coops. Ceibo also operates a

cacao-processing plant (a second drying plant is about to be

completed), where it ferments and dries about 40% of the cacao it buys
(it purchases the rest home-dried); it has a small chocolate factory
in La Paz, which absorbs less than 1% of the cacao marketed. Ceibo is
now embarking upon an agricultural extension program to combat cacao
blight, which has decimated much of the cacao plantings in the area.
O0f the four groups, Ceibo has taken on the smallest number of
activities, concentrating almost exclusively on cacao marketing. It
is the only one of the groups without a credit program, and the only
one without a retail consumer store operation; it is also the only one
to have succeeded at a wholesale store operation. Partly because it
attempted less, Ceibo seems to be the most successful of the

groups—-in terms of its finances and its impact on the region. IAF

support for Ceibo, starting in late 1980 and amounting to US$200,000,

was for (1) operating capital to purchase cacao, (2) construction of a

second drying plant, (3) purchase of a second truck, (4) cooperative
education, and (5) the salary of an administrator for the
cacao—-processing operation.

Bella Vista (Cooperativa de Ahorro y Crédito "Bella Vista,”
Ltda.), situated in the higher coffee-producing zone adjacent to El
Ceibo, started in 1969 as a savings and loan cooperative that was
closely guided by a Franciscan priest. Receiving outside funding in
the late 1970s, Bella Vista.expanded into the marketing of coffee and
rice, acquired a small rice mill, opened a large consumer store, and
continued its savings and loan operations. With about 200 members
dispersed throughout the area, Bella Vista is the only one of the four
groups that is a large single coop; the others are associations of
small affiliated coops based in communities of less than one hundred
families. Partly because of the geographic dispersion of Bella
ista's membership, it was the most precarious of the four groups; it
180 experienced a major loss of capital and in community confidence
ause of political repression resulting from its role in organizing
strike of the Alto Beni's farmers against increased trucking rates
ther policies of the military government. IAF support for Bella
insiarting in 1978, amounted to US$185,000, and was used for (1)

chase of a 1l4-ton truck, (2) operating capital for marﬁeting,
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(3) operating capital for a consumer store, (4) a fund to promote
eradication of coffee rust (a plan that did not materialize), and (5)
cooperative education.

CCAM (Central de Cooperativas Agropecuarias Mineros, Ltda.),
an association of 12 member coops with a total of 309 members, is
located in the eastern lowland region of Santa Cruz, a center of
Bolivian agricultural growth during the last 20 years. Growth was
stimulated by heavy government investments in colonization, transport
and power infrastructure, agroprocessing, and credit and other
subsidized inputs for commercial agriculture. CCAM's members produce
mainly rice and corn, with a better—off minority growing sugar cane
and occasionally vegetables. Founded in 1972 and assisted for many
years by a Maryknoll priest, CCAM was the most highly capitalized of
the groups, mainly as a result of various donations for equipment.

The association started out with rice marketing, and then acquired (1)
a large rice mill and, later, storage and drying equipment, (2) an
agricultural-equipment rental service (including a bulldozer and
motorgraders used for opening and maintaining access roads, as well as
land clearing), (3) trucks for a transport service, (4) a wholesale
and retail consumer goods operation, (5) an equipment-repair shop, and

(6) a credit fund for production loans. Of these activities, the rice

mill is the most profitable.
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Recently, CCAM became the only one of the four groups to
receive funding from a large donor (Us$500,000), the Inter—American

Development Bank. CCAM was also the only group to secure short-term

production credit from a local private bank for lending to its
members, which it succeeded in repaying. (From the same bank it also
obtained operating-capital credit for its rice mill.) IAF support to
CCAM, starting in 1974 with US$45,000, amounted to $206,000, which was
used for (1) operating capital for the consumer—store operation, (2)
grain storage and drying facilities for the rice mill (still to be
completed), (3) a revolving-credit fund for production loans to
members, and (4) the replacement of pontoon bridges washed out by
floods.

COINCA (Cooperativa Integral Campesina), a 400-member
association comprised of 20 coops in the southernmost department of
Bolivia (Tarija), was founded in 1975 by a Jesuit social action
agency, Accibén Cultural Loyola (ACLO)--the only one of the four groups
to have been created by an intermediary or “facilitator”
rganization. Tarija is a highland valley area of much older
ttlement than the Alto Beni and Santa Cruz, and suffers acutely from
twin problems of minifundization and soil erosion. Tarija's
nts produce potatos and corn; the better—off grow wine grapes,
rus, and vegetables—-mostly on plots of no more than a few

ires, in comparison to the 12— and 25-hectare average ploté in,
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respectively, the Alto Beni and Santa Cruz. Tarija's peasant farmers
are unique in their long use of chemical fertilizer (on their potato
crop), which made it possible for fertilizer supply to be one of the
mainstays of COINCA's activities.

COINCA operates a revolving loan fund for production credit to
members (severely decapitalized through inflation, low interest rates
and delinquency), an agricultural-input supply operation, and a small
winery (its most profitable operation), along with a technical
assistance and credit program for grape growers, who are a better—off
30% of members. COINCA succeeded in obtaining government credit and
assistance for a poultry-raising project for member coops, the outcome
of which is still in doubt, and is the only group to have sponsored
some collective production projects, many of which have not done well.
Partly because of the philosophy of its founder organization ACLO,
COINCA tried to undertake more activities than any of the other
groups, which perhaps contributed to its being less successful than El
Ceibo and CCAM.

IAF support for COINCA, starting in 1976, has amounted to
US$415,000, and was used for (1) a credit fund for production loans,
(2) operating capital for a consumer store operation, (3) construction
of a headquarters and store building in the capital city of Tarija,
(4) purchase of a vehicle, (5) administrative salaries (COINCA was the

only group with a paid, outside professional manager, agronomist, and
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accountant), and (6) an education program. (The winery operation was

funded by a German volunteer agency.)

Spillover and arrested growth

After almost ten years of life and several years of IAF
support, the Bolivian farmer associations were not only small, but
they did not seem to display much impulse to grow. By 1982, moreover,
all three of the associations had informally expressed a desire to
stop growing at about 400 members. Why this arrest in membership
growth, especially in the cases where coop income-earning activities
were expanding at a steady pace?

People did not join the Bolivian coops, or ended up leaving
them, for various reasons: (1) coop work obligations were burdensome,
(2) hopes for patronage refunds were not fulfilled, (3) episodes of
orrupt and incompetent leadership caused disillusionment, (4) it was
not always in the interests of leaders and members for membership to
row, (5) the agricultural-production services provided by thesé
ciations were largely irrelevant to people with little land or
at-all; (6) people did not have to join in order to reap some of
st important benefits of coop action——the so-called "free-rider
" and (7) certain improvements in management caused membership
=88 attractive, or actually led to the cutting off of
P growth. The last two reasons are the most important and

obvious, so I give them special attention here.



0-14

All the Bolivian groups engaged in agroprocessing, marketing,
and consumer stores. Each of these activities served nonmembers as
well as members, meaning that benefits reached far beyond the 350
member families. It was not benevolence that caused the coops to
allow their benefits to "spill over"” to those who did not join--but,
rather, the simple economics of their task: to achieve the volume of
business required for the economic operation of a rice mill, a store,
or a l4-ton truck, these small coops and their associations needed a
larger number of buyers and sellers than the membership provided.
Economies of scale, in other words, "forced"” the groups to allow some
of their benefits to be enjoyed by nonmembers.

In addition to economies of scale, three other "structural”
traits of certain coop tasks caused them to spill benefits to
nonmembers: (1) for activities that provided public goods (roads and
road maintenance, potable water, schools), limitation of use to
members or any other particular group in the community was not
feasible or customary; (2) for some activities, members could not
realize full benefits unless non—-members participated too (control of
contagious crop and livestock diseases); and (3) in some cases,

innovations had a propensity to spread by themselves (agricultural

practices that can be easily copied by observing neighbors, seeds and

other inputs that are commonly traded among neighbors, and improved
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pasture grasses and other plants that spread like weeds). In all

these cases, small and nongrowing memberships would not necessarily be
a cause for concern, since the activities engaged in assured the
spillover of benefits.

The "spillover"” activities of the coop associations contrasted
sharply with other activities like credit to individuals, collective
production projects, and paid jobs in coop enterprises. These goods
and services were not ruled by economies of scale, were ususally in
scarce supply, and hence were available to members only. Though this
exclusive access was good for attracting new members—-since it
handsomely rewarded those who joined——it did nothing to help spread

benefits the way the spillover activities did.

The free riders. Spillover may be good for reaching large) numbers,

ﬁat it is bad for the growth of members and their capital
ontributions. People won't want to contribute to a coop, that is, if
hey can get the benefits without joining. Cooperativism, like labor
nism, is quite familiar with this "free-rider problem” and has

13 épwn some basic rules for avoiding it. One such rule, a basic
of Rochdale cooperativism, is that purchasing and marketing
tions should provide benefits to consumers only in the form of
distributions or patronage refunds (which can be limited to

-and not in the form of better prices (from which all buyers
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will benefit, member and nonmember alike). In this way, the coop can

take advantage of the nonmember's contribution to business volume and

economies of scale, without having to provide him a reward through

better prices.
Why wouldn't the Bolivian groups have tried to cut down on

spillovers, and reduce their adverse impact on membership? First, the.

income-earning activities of these groups did not generate enough

profits to distribute——a not unusual outcome; when profits did

materialize, they were often commandeered to cover losses in other

coop activities, or to capitalize expansions. Second, and also

common, the Bolivian groups found it hard to charge prices that
covered their costs if those prices were as high as prevailing
prices--and even 1f they returned any profits to member—patrons at the

end of the year. To adhere to prevailing prices, they felt, was to

behave exactly like the "exploitative” middleman whom they were

supposed to replace-—and hence would stand them in bad stead with the

community. In this sense, the Bolivian associations were behaving

contrary to what one might expect of a small group with a better—off,
entrenched leadership: they were setting prices with a social
conscience. (Sometimes, unfortunately, these "socially conscious”
Patronage refunds and prevailing prices,

prices did not cover costs.)

in sum, do not always represent realistic policy choices for rural

groups like the Bolivian ones, even though they may be the best way to
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attract members and keep away the free riders.l

Success and dependence. Small membership is bad for coops because it

translates into very little self—geherated capital, which is éupposed
to form the basis of cooperative independence.2 Like many coops
assisted by outside donors, the Bolivian groups enjoyed the luxury of
not being dependent on member capital for their growth. Good
performance in their ventures earned them outside donations for
projects far beyond what they could have raised through increased
capital contributions from members. That the groups were financially
dependent as a result was not really a concern for them, or for their

coop promoters. Indeed, they saw their "dependence” on outside

éanations as allowing them to be independent of the public sector of
heir own countries.

In order to gain a different perspective on the financial
ndence of the Bolivian groups, it is helpful to remember th;t the
of an independent agricultural coop, financed out of capital
tions from members, is more descriptive of North American
2§1 experience than of current Latin American reality. In

merica, rural coops were formed mainly by medium and large

~9§ps tended to pay and charge prices that were closer to

knﬁiones as time went on—-in order to meet their

Yd gher costs or because prevailing prices of private
come down in response to coop competition.

‘2; ;he Bolivian coops were not too demanding of
'8 Lo pay in their capital subscriptions and dues.
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farmers with the capacity to make significant capital contributions,

whereas in Bolivia and many other Latin American countries, farmers of

these means often constitute only a better-off few. In Latin America,

in other words, the finmancially independent coop may be am

unrealizable goal—--if we expect these organizations to draw their

members from among the poor.

The acid test of the strength of donor-funded coops occurs, of

course, when outside funding stops. None of the Bolivian groups had

reached that point, even though some are almost ten years old.

Critics of the groups argue that they would be "nothing” without their

outside funds and patromns, while supporters argue that self-sustaining

success requires many years of outside support. Though the Bolivian

groups might indeed have collapsed or severely contracted if their

outside funding had been withdrawn, it is impossible to know what

strength and resources they would mobilize if this state of affairs

were actually upon them. Until the acid test takes place, moreover,

these "financially dependent" groups end up providing some important

services to the peasant economy over a long period-—as well as

building skills among the peasantry and the strength to deal with a

powerful, non-peasant world. The success of many such groups,

finally, is often crowned with their "adoption” by the local public
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sector-—at least in terms of financial support--so the acid test never

takes place. Some of the concern about financial dependence,

therefore, may be pointless.

Good management versus growth. 1In addition to the spillover dynamic,

there was another good thing about the arrest in growth of the
Bolivian groups. Some of the loss of membership and discouragement of
potential members was a result of certain attempts by the coop
associations to improve management. CCAM and COINCA, for example,
placed a moratorium on accepting new groups after the associations'
third or fourth year of existence. They did this in trying to reduce
the losses arising from delinquency in credit and store
operations—--two activities particularly vulnerable to management
finadequacy, for reasons discussed later. The associations had
hemselves contributed to these problems by being casual about
linquency, accounting, and the charging of interest. But they now
?ed to reform their ways, after witnessing the erosion of capitdl
ad by their laxness.
Growing memberships made it difficult for the Bolivian groups
k on these problems.l Because each new coop usually wanted a

nd access to credit, the only way for the associations to start

ement problems attendant upon membership growth were

 great f
‘below. or activities like processing and marketing, as
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t-caused problems was to refuse to accept new

reducing their credi

member groups or, at least, to not vigorously promote them. Also,

some would-be members and even old members lost interest in membership

upon learning that credit would no longer be so "easy.” From the

coop's point of view, of course, this loss represented a desirable

process of self-selection, whereby would-be delinquent borrowers were

discouraged from joining.
Given the credit problems of the Bolivian gfoups,

characteristic of most coop credit and store operations, it is not

surprising that E1 Ceibo was the only one of the four groups currently

showing an interest in expanding its membership: it was the only group

without a credit program, and the only one to operate its store system

under a unique barter relationship, accepting cacao in exchange for

merchandise. These differences meant that membership expansion was

not as troublesome for El Ceibo as it was for the other groups.
CCAM and COINCA. took a vigorous approach to the problem of
store credit by "de-linking" store expansion from the creation of new

coops. They centralized their store operations in one place under

their direct control; and they severed the wholesale relationship with

affiliated stores, or exercised greater control over the stores'’

prices, profit margins, and management practices. In that these

latter improvements involved less "local control” of the affiliated

store, they made the member coop look more like a buying and selling
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outpost of the association--at least with respect to .the store
activity--than like an independent and democratic community body. The
marketing operations of El Ceibo also resembled this more centralized,
less "democratic” way--with member coops seeming more like "buying
agents" for the association than genuinely participatory community
bodies. Though the cooperative as buying agent may not jibe with our
image of cooperativism, it may nevertheless be consistent with
achieving a broader reach for otherwise limited coop benefits.
It is not new to say, as I have here, that the growth of
high-spillover activities like marketing and stores can be choked off
by the need to create a new cooperative every time the association
ts to expand its service into a new community. In the late 19th
early 20th centuries, the coop movement in the United States
erienced considerable controversy over the question of "federated”
us "centralized" coop associations. Proponents of the federated,
t6m~gp" fqrm saw it as the only way to achieve truly democratic
izations. Proponents of the centralized, more "top—down”
ions pointed to the difficulties of creating numerous, capable
rganizations and of thereby achieving the volume of business
to obtain significant bulk discounts. Many of the more
ed associations, like the Grange, commonly sold through field
cal entities, and sometimes even private merchants. This

i

- way to achieve scale economies, they felt, without having
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their efforts unduly constrained by the slow process of creating

myriad affiliated organizations from scratch.

The Bolivian associations might also be able to expand their
services with greater facility, and benefit more people, if they
resorted to this more "centralized” approach in some activities——

training persons who reside in unserved communities, for example, as

paid field agents for marketing. And the centralized coop

association, though perhaps more "top—down" than the federated ideal,

still represents a highly decentralized and local institution in

comparison to the public sector and its "local" agencies. It is this

comparison to the state, in turnm, that is behind the argument of many

coop supporters in favor of coops as a "better"” approach to improving

the conditions of peasant farmers.
Barter is another way to reduce the management problems of

store operations, as illustrated by El Ceibo's combination of consumer

merchandising with the purchasing of cacao. Barter, of course, is
also the time-honored practice of many private merchants in rural

areas, who sell consumer staples on credit and receive payment in

harvested products. In the hands of private merchants, the barter

relationship is considered by many to be exploitative of the peasant.

A more drastic approach than barter to problems of store credit is to

ban credit completely and sell only for cash-—-as dictated by the

principles of Rochdale cooperativism. Though the Rochdale approach
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makes excellent management sense, the barter model of El1 Ceibo and the
"exploitative” rural middleman may be preferable on distributional
grounds: rural stores are often the only places where the poorest
community members ever get access to credit and, therefore, are their
lifeline to consumer necessities during hard times. Here is another
case, then, where the pursuit of good management and healthy
cooperativism is at odds with social equity~—and where donors,
therefore, should pay special attention to finding ways to preserve
the more equitable results.
To sum up, arrested growth of coop membership need not always
 $& a cause for concern. It may sometimes be a welcome sign of
iﬁproved management——as long as benefits spill beyond members and the
rowth of coop activities is not tightly linked to the formation of
coops. When growth is arrested by activities that are
‘ticularly vulnerable to management problems—-namely, stores and
it funds--donors might consider shifting their funding to other
vities that are less demanding of socially difficult behavior,
compelling of management skills, less vulnerable to management
uacies, or less linked to membership growth. In the following

I will discuss some of the activities that possess these
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The structure of tasks, society, and the economy

Entrenched and better—off leaders, living off coop spoils,
have been the bane of cooperative history——-both North and Latin
American. The principles of Rochdale cooperativism are designed to
prevent this: coop officials must be elected by the membership, new
elections must be held yearly, and elected officials cannot hold paid
positions in the cooperative. The leaders of the Bolivian coops and
their associations looked exactly like what these principles were
meant to avoid: they were the better—off members of the community, the
same few were re—elected year in and year out, and they or their
relatives held the few paid positions in the organization. If other
groups with leadership like this came to unfortunate ends, how were
the Bolivian groups able to do better?

We have already identified two reasons why entrenched leaders
are not necessarily a problem. First, if one views the member coop as
a local buying and selling outpost for the coop association, then an
entrenched person in charge is not necessarily so bad, and may even
have some advantages. Second, some activities like marketing,
processing, and stores force coops to spill their benefits widely.

For these activities, therefore, the reach of a coop's benefits will
be in some ways beyond the self-interested control of the entrenched

leaders. But why would an entrenched leader choose the spillover
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activities in the first place, if he and his cronies were only looking
after their own interests? This is where a strong influence will be

played by social, agronomic, and economic conditions——in conjunction

with the nature of the coop's task.

Fragmentation and leadership. The role played by the social

environment is the most obvious. Three of the four Bolivian groups
were comprised of member cdops based in small hamlets of 20 to 100
families. (The fourth, Bella Vista, was a large coop with no
3ffiliates.) Each association was headed by leaders who had risen
rough these member coops and continued to live in their home
aﬁmunities; even those few leaders who were exceptions to this
ntgrn maintained strong ties to their communities, continuing to
.ivate and live there part time. Like the other members of their
communities, these leaders were farmers—-—not the merchants,

Is, teachers, and shopowners who are often found at the head of

Though the leaders of the Bolivian groups were definitely from
Eﬁ.better-off members of their communities, they shared as

he same economic interests as their poorer farming

~the desire for better crop prices, lower transport costs,
duction credit, and consumer staples and agricultural

er prices. This contrasts with the merchant and trader
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of coops with headquarters in larger rural towns. As

leaders

businessmen, they would be not at all happy to see their coop charging

lower prices than their own for consumer staples, or offering higher

prices to growers, OTr introducing low-cost credit. The pursuit of

self-interest by this latter kind of coop leadership has, in various

instances, most certainly conflicted with the interests of farmer

members.

That an entrenched and better—-off leadership is less of a

problem if it is based in small and dispersed communities, where

mostly growers live, takes us back to the problem of membership

growth: putting together and running an association of 350 members

will be more difficult if 20 different coops in 20 different

communities must first be created, than if everybody can be put

together in one central town. Thus the success of the Bolivian

associations at avoiding a non-farmer leadership was partly at the

cost of a much more difficult organizational task.

Crops and their social character. The agricultural economy of each

coop environment will contribute to determining whether leaders define

their interests as consistent with those of the community. Of the

four groups, El Ceibo seemed to exhibit the most socially concerned

behavior and generated the greatest amount of spillover, even though

its leadership was as entrenched as that of the other groups. At

CCAM, in contrast, one heard criticisms of "elite dominance” and "rich

peasants looking only after themselves”; the leadership had motorbikes

or pickup trucks, and second houses in the busy cantonal capital where

association headquarters was located. Why El Ceibo did better than

CCAM at being egalitarian is revealed by the strikingly different

socio-economic structures of the two areas.

Unlike the Alto Beni, home of El Ceibo, CCAM's Santa Cruz

exhibited a strong socio—economic differentiation on the basis of

In Santa Cruz, poor peasant farmers grew rice and were usually

»

The better—off farmers, in contrast, grew

uated far from roads.

r cane and had good access to roads. Rice was grown under the

ting slash-and-burn system, requiring the eventual abandonment of

nd and the perpetual moves to new areas of virgin forest on

1
by frontier. Sugar cane was competitive only when grown on

eared of tree stumps, and with the use of mechanized

aring and land-preparation techniques. Cane also needed to be

d transport because of its perishability, once harvested, and

deal conditions of population density, slash—and-burn

sglffperpetuating and do not require abandonment,

30il regeneration during long fallow periods. But

ens%}ies in Santa Cruz, as in other rapidly growing

8, are beyond the "carrying capacities” of the land

W periods to be too short and leading to eventual ’

of s0il quality. In Santa Cruz, the problem is

a second growth of weed-grass (“"barbecho”) that makes
cultivation impossible under the slash—and-burn
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were the highest in Santa Cruz); (3) transport on which one could be
absolutely reliant (because of cane's perishability); and (4) access
to a cane mill (cane growers could not sell cane without buying a
quota from the mill). CCAM's activities were concentrated in
precisely these four areas: it was the only one of the three groups
that ran an agricultural equipment-rental service, obtained credit at
a private local bank for lending to members, and had a fleet of its
own trucks, which were used mainly for cane transport. (CCAM also
used a large amount of donated capital to purchase a cane quota.)
None of these activities had the forced spillover potential that
processing, marketing, and stores do.

Because the agro-economic environment of the Alto Beni defined
an "equalizing” crop and activity (cacao and its marketing) as the
most urgent need of farmers, El Ceibo was automatically drawn to a
high-spillover activity that brought benefits to better-off leaders,
poorer members, and poorer nonmembers alike. In Santa Cruz, in
contrast, CCAM was drawn to the low-spillover activities of credit,
agricultural equipment services, and transport dedicated to a minority
of peasant farmers—-as dictated by the region's high labor costs, the
possibility of improving peasant incomes by changing crops, and the
need for mechanization to bring about and sustain that change. CCAM's
éntrenched and better-off leadership also contributed to make things
work out this way, of course, but certainly not without the help of

these structural conditions.
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R
emarkably, this same set of structural conditions worked in

exactly the opposite direction in the case of CCAM's rice mill
’

despite t
p he association's cane-grower leadership. While the

difficulty of cane-milling excluded that activity as ga way for the

leadership to pursue its own interests, rice-milling presented itself

a8 a much
easier venture. Since the cane growers also grew rice
>

rice-milling was not an unlikely next step for them to take in the

tooperative venture. Though the rice mill would also benefit the

?oorer rank—-and-file and nonmembers—-and hence might not have been as

d
gsirable to the cane-growing leadership as the more focused

uipment~
quipment-rental, transport, and credit services~-the mill also turned

t
0 yield more profit and fewer problems than these other

rvi . ”
: ces. To sum up, four structural” factors in CCAM'

S environment

bi
ned to draw the association into successful rice-milling--a

ﬁ*spillover, and "equalizing" activity:

(1) the impracticality of

into
‘ cane-milling, (2) the widespread cultivation in Santa Cruz

_Centr
ality of this Crop to poorer—-farmer iﬁcome, in addition

=4
,ng cultivated by the better-off ctane-growers, and (4) the

t 88roprocessing was an easier task than the credit,
and equipment operations taken on by CCAM.

ther eéXample of the interaction of the agricultural
With social impacts comes from E1 Ceibo. In the Alto

igea
8e became go serious in the late 1970s that it
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reduced yields by more than half over a period of only four or five

Eradication of cacao disease therefore came to be an urgent

years.
ion techniques, and

concern of Alto Beni farmers; knowledge of eradicat
the ability to apply them, represented a conspicuous way to increase

grower income. Campaigns against contagious crop diseases, of course,

have high spillover effects because everyone has to participate in

order for anyone to be protected. In addition, demonstrations of the

new technique (mainly radical pruning) are like a public good——anyone

can attend, or can copy from his neighbor. Like the Alto Beni's
marketing problem, then, cacao disease was a great equalizer. It
attacked large and small producers alike and required participation by
small producers in order for the crops of better—off producers to be

free of disease. And because a contagious crop disease was such a

pressing problem in the Alto Beni, El Ceibo was,drawn into an activity

with inherently high spillover benefits.

Fertilizer supply is another example of how the agricultural
economy of a region and the economics of a particular task combine to

determine the benefit distribution of an association's activities. Of

the four groups, COINCA was the most involved in agricultural input

supply, particularly fertilizer. Fertilizer supply was the

centerpiece of its early success; in the beginning, it had sold

fertilizer at half the prevailing price and, even when that

differential disappeared, it still marketed a product with the rare

reputation of being unadulterated and honestly weighed.
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When coops supply fertilizer, there is a good potential for

spillover benefits because significant discounts can be obtained on

large wholesale purchases. The coop, as in the case of COINCA, will

want to sell to as large a number of users as possible. (Fertilizer
supply is also an easier management task in comparison to the supply
of consumer staples, as discussed later.) In addition, Tarija is one
of the rare places in Bolivia where peasants have been using chemical

fertilizer for quite some time on a traditional crop--potatoes.

Fertilizer was not used at all in the Alto Beni or in Santa Cruz, even

for the cane grown by upwardly mobile peasants. In these areas, there

_ were almost no crops with a yield response as high as for potatoes;
and the abundance of land, in contrast to Tarija, made it cheaper to
exhaust land and move on to new land than to invest in returning
utrients to the soil. Even though fertilizer was used widely for
otatoes in Tarija, moreover, it was not used in wine grapes, Tarija's
wardly mobile"” crop. Like rice in Santa Cruz, finally, Tarija's
tatoes are grown as a cash crop by better—off as well as poorer
ants.  This means that any improvement in the price, quality, and
ability of fertilizer would be in the interest of the better—off
adership as well as the poorer farmers.
~ The socio-economic environment of Tarija dictated that COINCA

fertilizer supply and that this activity could have a broad

mpact. The CCAM case was different: the socio—-economic
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environment produced a leadership that was distinguished from the rest
of the membership by the crop it produced, and by coop activities that
tended to increase the distance between leaders and poorer farmers.
Rice-milling was the significant exception. Structural conditionms,
finally, also led COINCA into making wine and providing credit and
technical assistance to grape growers, much as such conditions led
CCAM into rice-milling. As an activity, the task of wine-making had
the same desirable traits as rice-milling-—as explained later. But
the distributional traits of wine—making were just the opposite of
rice-milling: it kept benefits limited to a minority of better-off
grape-growing members, rather than spilling benefits widely.

In Tarija, in sum, two "easy” tasks were undertaken—-
fertilizer supply and wine-making--as dictated by the agro—economic
environment. One had highly desirable distributional qualities and

the other, just the opposite. The same kind of leadership produced

both activities.

Entrenched leaders and trouble. Though entrenched and better—off coop

leaderships are often a cause for concern, they are nevertheless what
one usually encounters in agricultural coops. That this kind of
leadership occurs whether or not coops are successful or socially
responsible suggests that we need to find other causes——as in the

examples above-—for the problems usually attributed to this
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phenomenon. Though donors have little power to change the nature of
coop leadership——and it may not be their place to try to do so——they
can exercise some control over the more undesirable effects of
entrenched leaderships. This can be done by choosing tasks to
finance, and environments in which to finance them, that will bring
out the similarity of interests between the better—off leadership and
the rest, rather than their differences.

Because we associate trouble with entrenched or elite leaders,
we have perhaps failed to notice a few distinctly positive aspects of
such leadership. First, entrenched leaders can provide continuity to
a coop as a service and income—earning enterprise—-a continuity that
is quite valuable, in light of what we have learned about the frequent
disruption of public-sector programs caused by high turnover of their

managers and staff. Second, better~off community leaders often have

considerable entrepreneurial experience and drive, which can make the
difference between success and failure of a coop business venture. In
this sense, the coop "exploits"” the skills and interests of its
entrenched leaders. Third, in many Latin American communities, a
community leader is expected to perform at least some socially
responsible deeds. The coop provides an opportunity for the leader to
#eet these expectations, as a way of achieving and maintaining status
in his community. By drawing on entrenched community leaders, then,

_the coop can be seen as hitching certain socially obligated persons to

its cause.
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OQur thinking about the problems of entrencﬁed leadership by a
few better—off persons has been confused somewhat by our concern about
"the bottom 40%." With some exceptions, the Bolivian groups provided
few direct benefits to that group—-the landless and near-landless
poor. But this was less a result of the coops being run by a
better-off and entrenched leadership than of their being organized
around the supply of services to agricultural producers——and thus
"irrelevant," as some of the Santa Cruz landless said, to their
needs. Agricultural coops, in short, are not the best way to reach
the landless, unless through the employment effects of increased
farmer incomes——a "trickle-down" approach to poverty that most
proponents of coops do not accept. If a criticism of coops 1s to be
made, then, it is not that a better—off entrenched leadership ignored
the poorest, but that donors chose to support an inappropriate

instrument for reaching the poorest.

Success and inadequacy

How were the Bolivian coop associations able to grow and take
on more activities while plagued by weakness in management? A clue
can be found in the four tasks undertaken by all the groups—-—credit,
consumer stores, marketing, and agroprocessing-—and the fact that
performance was counsistently better (or worse) at certain of these

tasks than at others. Agroprocessing ranked as the best-performed
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task-—followed, in descending order, by marketing (including trucking
operations), stores, and credit. Management inadequacies, in other
words, seemed to be partly related to the nature of the task.
Problems were consistently more prevalent in some activities than in
others, leading onme to suspect that some tasks were easier than
others, or less vulnerable to bad management, or more demanding of
good management. That might be why success and inadequacy could
coexist.

That agroprocessing would be the least vulnerable to the
_management problems of rural coops comes as a surprise. Processing
nd other forms of manufacturing have often been considered by coop
vigsers to be too difficult for struggling agricultural groups like
Bolivian ones--in terms of the technology of the task, the
plexity of the market, and the large investment required for fixed
ital. Credit programs and consumer purchasing operations, in

4Bt, require almost no such technological and market expertise,
ittle or no investment in fixed capital. But in terms of
Processing turns out to be remarkably "easier" than credit
In some ways, moreover, it is more tolerant of lax

and in other ways, it is more likely to induce good

In order to explain why, I outline briefly the major

eredit and stores.
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Credit and stores. The most striking management problems of coop

credit and store programs fall into three areas: (1) the setting of
prices for'herchandise and credit (interest rates), (2)
credit-repayment policy (most stores sold on credit, at least to start
out), and (3) accounting practices. Like many other coops, the
Bolivian groups frequently charged prices for their services that were
too low to cover costs. According to coop rhetoric, prevailing prices
reflect the machinations of "exploitative" middlemen, who will be
replaced by coops that charge lower and "just"” prices. This rhetoric
has invested coop prices with strong social symbolism, making it
difficult to charge prices that cover costs.

Two instructive exceptions to the problem of inadequate
pricing were the prices charged by CCAM for rental of its bulldozer,
and by E1 Ceibo for transport of cacao. The only piece of
agricultural equipment for which CCAM charged cost~covering rates was
its bulldozer; unlike CCAM's other equipment, bulldozers were not
available locally for rental from private suppliers. 1In setting its
rental price, therefore, CCAM was not constrained by a prevailing
bulldozer-rental price that it felt obligated to undercut, regardless
of cost. El Ceibo, in turn, was able to "charge itself” a full
cost—covering rate for truck transport when it bought the cacao and

incurred the transport cost of marketing itself (an "internal cost").

Ceibo felt obliged to charge‘an inadequate one-
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produce for Producers, without buying the product. 1Inp this latter

situation, the transport charge was quite direct apd visible, paid by

the farmer accompanying hig Produce. Byt when the transport cost was

internal,” it was less visible to the farmer, since it wag one of

several components ip the margin between Ceibo'g buying and selling

Price for cacao. With the more vigible "external" transport price
3

third less (and lower

C
asual repayment policy, as seen above, also contributed to

blems of credit and store Operations. Coops find it very

t
to be tough about repayment because it means being hard on

; people——particularly their leaders, who are often the

bor
Yowers and who play an important role in making decisions

Rigorous repayment policy spoils the

e and
and rewarding aspect of credit and store Programs~~the act
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of giving-—because delinquent borrowers must be denied new credit and

purchases. Together with the difficulty of charging adequate prices,

these repayment problems caused the operating capital of coop credit

1
and store operations to dwindle rapidly.
Whereas the difficulties of price—setting and credit policies

were partly social and political, those of bookkeeping and accounting

for store and credit programs were more a result of inadequate

skills. A store manager had to keep track of many small transactions,

with different units of measure and different prices; the same had to

be done with inventory (it rarely was) and for sales on credit. A

credit manager needed even more fluency with arithmetic in order to

make the various interest calculations for each repayment
installment. Though these accounting requirements do not
seemoverwhelming, they turned out to be so for groups with no

experience at it and with little training in arithmetic. As a result,

the accounting was often simply ignored; COINCA lent out credit from

an IAF-financed rotating credit fund for three years without recording

lcredit funds were afflicted more rapidly than store capital,
since the discrepancy between CoOOp and bank interest rates was
greater than that between coop and private store prices. Also, it
was hard for credit funds to keep up with inflation, unless
principal and interest payments were indexed to inflation——another
price policy that coops would have considered "evil.” Stores, in
contrast, could protect themselves better from inflation by
“indexing” the prices of merchandise on the shelf, though there was
some reluctance to do this on social grounds, as well as some
ignorance in the more remote areas about current price increases.

any of the transactions, and Bella Vista's large consumer store could

not take time out to record transactions or give receipts because

there were always "too many customers

walting in line.’

Agroprocessing and marketing. When viewed against these problems of

credit and stores, agroprocessing begins to look less complex—-but 1in

an administrative, rather than a technical, sense. In contrast to

stores, processing and marketing involve the simple aggregation of

units of a homogeneous product-—unmilled rice, cacao beans, wine
>

grapes——with a standard measure and price. This contrasts with the

consum !
er store’'s breaking down of things into small amounts, and its

myriad measures and prices—-—a more complex process that presents

’greater opportunities for graft. Graft is also less likely with

roprocessing because the product belongs to the farmers, and they

111 be directly affected if they do not get their return.

isa
pPpropriation of credit or store merchandise, in contrast, does not’

ec
t coop patrons directly--even though it is bad for the coop and
’

he 1
ong run, for its patrons. There are strong social pressures

n
St graft in agroprocessing and marketing, then, that are not

ent in store and credit operations.

S
etting adequate prices is easier when coops are engaged in

Toc :
essing and marketing. All growers, of course, will want the
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coop to sell their crop at the highest price possible. In marked

contrast to credit and stores, the marketing coop can charge what the
market will bear-—since the buyer is an impersonal outsider, or even
an adversary, for whom the coop has no particular concern. Similarly,
there is little social constraint on the prices charged by the coop
for the various components of its marketing or agroprocessing
services--transport, labor, fuel, depreciation of equipment,
overhead--because these prices are not directly in view; they are
aggregated into a total that is reflected in the margin between the
coop's buying and selling price, as seen in the above story of El
Ceibo's "hidden" price for transporting cacao. Though the coop's
marketing margin is clearly of concern to growers, and very much in
view, the costing of each item in that margin is less so. Prices

charged for credit and merchandise (and hauling and equipment rental),

in contrast, are more visible and more subject to invidious comparison

to prevailing prices.
Agroprocessing and marketing are in no way burdened with
anything similar to the difficult social problem of being tough about

credit repayment. Improvements in the management of agroprocessing

and marketing usually are "technical” tasks-—greater utilization of
capacity, better scheduling of buying and selling operations, and
arrangements for timely delivery of working capital. Though all of

these problems can be major, they are not politically or socially

difficult to handle.
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One of the most remarkable differences between agroprocessing

and credit or store operations is the effect of mismanagement on
capital. 1If stores and credit operations cannot deal adequately with
prices, repayment, and accounting, they will lose their operating
capital and jeopardize the very existence of the operation—-as
happened with CCAM and COINCA. But if the management demands of a
rice mill or a cacao—processing plant are not met, the coop will not
lose its capital. It will simply earn less income, or none at all,
while the plant stands idle or is poorly used. In this sense,
agroprocessing is more tolerant of lax management than credit and
stores, regardless of how easy or difficult it is.l Agroprocessing,
and its embodiment in equipment and buildings, is endowed with a
certain protective isolation from meddling. Decisions about plant
operation are less interesting or less within the understanding of
members than the topics of who gets credit, what kind of merchandise
should be bought for the store, what rates should be charged for
credit, and what prices should be charged for merchandise. The
separate and "unknowable” nature of a production task also

makes it easier for coops to justify handing over the

” 11f the fixed investment in the plant is financed with bank
;gzedit, of course, the capital may indeed be lost if the loan cannot
lik:epaid- This was not a concern for the Bolivian groups because,
most coops, their processing facilities were acquired with
Erants from donors, rather than with loans.
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activity to an outside technician. The four processing operations of
the Bolivian groups——two rice mills, a winery, and a cacao—processing
plant-—-were run as separate businesses, which members could "join"
without subscribing to other coop activities. The winery and the
large rice mill (CCAM's) were run by paid outside professionals——an
enologist and an experienced rice-mill operator——who kept an iron
control over the books. Agroprocessing performed better, in sum,
because the inaccessibility of the technology, together with the
inconspicuous nature of the prices charged for the various components
of the marketing margin, helped to keep meddling opinions and
disruptive political pressures at bay. Agroprocessing was desirable,
in other words, because it kept "participation” out.

Agroprocessing has another positive feature. Like any
construction project, coop processing plants usually elicit large
member contributions in labor and in materials such as sacks of
concrete or loaned tools and equipment. (This is in contrast to the
ongoing labor contributions required of members for collective ploté
and for storekeeping, which are often disliked by members and
potential members.) New coop members are frequently allowed to pay

their capital subscription in labor and materials—-—as occurred with

lThe "technological" insulation of agroprocessing versus credit
and stores is not unique to this coop activity. 1In general,
development projects and programs that are "technology—intensive”
are often less vulnerable to political meddling——for the reasons
noted above-—than are those where a knowledge of technology is not
required in order for someone to offer opinions and wield influence.

co
8ts are central and not overshadowed by capital costs
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the construction of B ' i
ella Vista's rice mill. Credit and stores, as

well as trucking and agricultural-equipment rental, offer no such
opportunity for member contributions——except for cases where the coop

constructs the store building rather than occupying an existing

structure. The membership, therefore, does not feel the same pride of

ownership for the credit fund and the store's inventory as it does f
or

th
e processing plant. Processing installations, finally, enable coop

associations to get credit at local private banks; both COINCA and
CCAM obtained commercial credit—-an unusual achievement fof coops

still dependent on donor financing——by pledging, respectively, their
s i

winery and their rice mill as guarantees.

A

nother way of expressing the above arguments is that

agro

groprocessing does better than credit and store operations because it

re
quires a project that finances capital, rather than operating
H

of pr
projects and neglecting the less glamorous projects where operating

In various

ay s
ys, however, the Bolivian agroprocessing plants were not the

tereotypi
’ ypical capital project. The technologies were "appropriately"”

usti
¢, the construction techniques were labor-intensive, and
3
erati |
on of the plants generated the most employment of all coop
tivities.

The plants also represented linkages forward from

ticul i
tural production, providing growers with the opportunity to
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appropriate more of the value added to their crop. In addition, the
profits of the processing operations were crucial to covering the
losses in the areas of credit and stores, allowing the coops not to be
completely undone by the costly learning process of these latter
activities.

The processing plants, in sharp contrast to credit and stores,
were more tolerant of lax management, because it would not necessarily
lead to a loss of capital. At the same time, lax management would
result in a failure to earn income from one's investment. In this
sense, the processing task contributed to eliciting good performance:
one could not utilize plant capacity fully and earn income from it
without good management. When donor funds are provided for budget
support and operating capital, in contrast, the recipient gets the
income and a first round of benefits without having to first perform.
All these qualities make the "capital-intensive” agroprocessing
project look more appropriate than it would seem——at least in
comparison to the less capital-intensive credit and store programs, Or
to general budget support. Given certain conditions, then, the donor
weakness for capital-intensive projects may not be all that
reprehensible.

Agroprocessing is not without its disadvantages. Along with
marketing, the agroprocessor runs the risk of making one large mistake

in judgment that can cause a tremendous loss. Bella Vista, for
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example, withheld its rice from the market in the expectation of a
large price increase, and ended up having to sell below the original
post-harvest prices. Similar tales of woe are a common theme in the
history of cooperatives, both successful and failed. With credit and
stores, in contrast, loss of operating capital through poor management
is gradual--perhaps one reason why it is tolerated for so long. The
agroprocessing (and marketing) accomplishments of the four groups did
not come easy, then, but these activities also did not suffer from the
problems and sustained losses that credit and stores did.

Whether or not a coop should go into processing will be
dependent on the crops its members produce, the nature of available
technology, and the market. Rice milling, cacao drying, and
wine-making were all accessible technologies, and their markets were
not difficult to enter. (Cane-milling, in contrast, was not; though
it would have been a "natural" step for CCAM's cane-grower leadership
to undertake, it was more complex and capital-demanding, and the
market was more formidable, than the rice-milling operation for which
CcaM settled.) Another example of accessible processing activities
omes from the history of U.S. agricultural coops in the late 19th and
arly 20th centuries, when coop processing was succesful only in dairy
roducts and fruit drying (raisins, figs, and nuts). As in the
livian case, rustic technologles were already available for such

To :
duction, and processing was already being carried out by farmers at
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In deciding whether to support coop proposals for processing
operations—-which sometimes seem frighteningly ambitious--donors can
learn to distinguish between the easily-mastered technologies (and
markets) and the more difficult ones. A cross-project look at what
has worked can also provide some help--with the Bolivia projects
suggesting grain milling and the initial stages of cacao (and coffee)
processing——and the U.S. experience suggesting fruit drying and, based
on the experience of many other countries as well, dairy products.
Each case, however, has to be judged on its merits. Processing will

not always be appropriate.

The problem of free capital. With our knowledge of the winning

qualities of agroprocessing, we can now understand better the problems
of credit and stores. Grant~funded credit operations do poorly, in
part, because the coop association does not have to pay the money
back. It is not forced, therefore, to take on the disagreeable task
of being tough about borrowing requirements, repayment, and interest
rates. Thus it was that CCAM started to get tough on borrowing
qualifications and repayment, and to charge prevailing interest rates,
only when its IAF-financed credit fund was so decapitalized that there
was no other alternative but to seek a private bank loan for more
capital. "Free" donor capital, then, seems to be a culprit in the

credit problem. But the agroprocessing projects also received free
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capital from donors, yet this did not create the same serious

problems—-except for some casualness, on occasion, about excess

capacity. Indeed, free donor capital for agroprocessing seemed to

facilitate rather than hinder improved management, by providing time

for the coop to make mistakes and learn the business.
How could it be that free capital was a problem for credit but

not for agroprocessing? The elements of an answer already have been

indicated above: in order to carry out the proper decisions about
price and collection policy, credit and store operations must behave

in ways that are socially costly and unpleasant. Agroprocessing has

’ no such problems. Either its cost components are hidden from view, or

the socially popular sales price for the marketed product (i.e., the

Or, decisionmaking is of a technical nature with no direct
impact on members and of little interest to them. Credit and

rchasing operations, in contrast, need the help of outside pressures
eyond their control;" The repayment discipline imposed by a bank

Ny, and the fear of losing assets or further bank credit if

ayment is not made, can help coop managers to carry out unpopular
neomfortable decisions.

Having to repay credit for loan funds and purchasing

tions also helps coops to make better choices about which

ities |
to take on. Coops tend to want credit, stores, processing
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plants, and marketing operations all at once--because that's what

coops are supposed to do. But credit, though it sounds very good, may

gervices. CCAM

actually not be as important for some groups as other

in Santa Cruz, for example, was the only group among the four in

Bolivia that actually went to the bank to obtain credit for lending to

members--charging a market interest rate to members, pledging its

assets, and repaying on time. This is a good test of how serious a

constraint credit was in Santa Cruz, in comparison to the other

regions, to the improving of farmer incomes. Compared to Tarija and

ni, that is, land in Santa Cruz was plentiful and labor was

the Alto Be
costly. This meant that credit was more crucial for increased
agricultural production, because the credit—-financed hiring of

additional labor and renting of agricultural equipment were necessary

in order to expand the area under cultivation. In the other areas,

where land expansion was less feasible and labor was less costly,

increased production would have to rely on improved inputs and

cultivation practices. These "land-augmenting” techniques would not

be as demanding of capital, particularly where labor was less costly.

When credit is not a prime constraint, coops may less

willingly take the plunge into bank credit.

coops as loans rather than grants, therefore, may constitute an

excellent mechanism of gelf-selection: those groups that are still

interested, even after knowing the conditions, may be more up to the

Providing credit funds to

difficult task ahead. Given that credit operations require such

strength of organizational character, it may be best to simply

eliminate credit from support to the groups that do not need it as

urgently as other services. It may appear cold—-hearted, of course, to

suggest that fledgling peasant coops be subjected to repayment

discipline in order to help them make some choices. But it should be

remembered that the complaint of most peasant farmers who want credit

is that the bank will not lend to them, will not treat them well, will

qugse them many costly trips back and forth, and will not disburse the

edit on time for clearing and planting. They are more concerned

out gaining access to the bank, in other words, than about getting

cial consideration on repayment conditions and interest rates.

learning, and change. Requiring repayment is not the only way

ovide coops with more outside support and guidance for the taking

ifficult steps. ’Well—timed donor warnings about suspending

sements on a grant—-—or refusals to consider grant amendments’or

nal grants—-can have the same effect. Two marked improvements

management of the studied groups occurred as a result of such

privations. COINCA received a highly unfavorable audit

me: years into the first IAF grant; the audit focused, not

ngly, on problems in the area of credit and stores. (The

elved ‘a clean bill of health.) Since COINCA believed that
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the IAF would provide no further disbursements or grants until it made
the audit-recommended improvements, the audit provoked a crisis that
resulted in certain improvements in management.

In an analogous sequence of events, Bella Vista found that it
could not complete its payments on an IAF-funded truck because of a
tenfold increase in the price of the dollar (in which the truck
payments were denominated) over an eight-month period. Previous to
the crisis, Bella Vista had been rather lax about charging adequate
trucking rates and using the truck to full capacity. With the
suddenly increased repayment burden caused by the devaluation, Bella
Vista decided in desperation to raise its hauling rates and embark
upon a new program to market bananas, a major crop of the area.
(Bananas are particularly appropriate for excess—capacity problems of
trucks because they are marketed throughout the year; previously,
Bella Vista had marketed only coffee and rice, both of which have only
three-month harvest periods, which partly overlap.) Though the IAF
did not actually suspend disbursement to Bella Vista-—the value of its
Bolivian-currency disbursement simply diminished drastically--the
effect was the same: Bella Vista would not be able to keep the truck
from being repossessed by the supplier unless it raised truck income
enough to cover its installments.

These crisis-induced improvements in management had one

feature in common: the coop associations knew exactly what to do to

Bolivian coop associations.

make things better once the crisis was upon them. COINCA had to stop

lending to borrowers who were delinquent on past loans, to keep better

records of loans made and payments received, to charge interest and

penalties on delinquent accounts, and to keep better records of store

inventory. Bella Vista had to raise truck rates and fill up the

excess capacity of the truck through more aggressive marketing

operations. It was not increased learning that brought about these

decisions, in other words, but markedly changed external conditioms.

Such “"reactive"” improvements in management are not unique to the

The reactions are like the "satisficing”

sehavior of private firms, portrayed in the recent economics

iterature as being more realistic than the "maximizing" model in

escribing how firms behave. The satisficing firms, like the coop

sociations, do only what is necessary to get by. They will even

w a "preference” for spending as opposed to profit-making--on labor

ts, management perquisites, and other ways of improving the work

ironment--unless jolted to do better by sudden competition or other

'nal events.

If certain management problems are the result of an

nding environment rather than a lack of knowledge, then people

necessarily have to be trained or convinced in order for things

ove. Instead, one may be able to reduce the problems by

the environment——-a power that donors often have, since they




s environment. The IAF sometimes

are an important part of a coop'

vironment for the good. It has a

ignores its power to change an en

distaste for intervention and is more preoccupied with the

vulnerability of coops to the uncontrollable parts of their

the shortfall in fertilizer

environment——the sudden price changes,
tion of powerful intermediaries,

supply, the failed harvest, the opposi

political repression.
For donors to exercise their power wisely requires two kinds

of knowledge. First, they need to know which kinds of project
anagement and allow time for

agreements are most conducive to good m

r example, agroprocessing

learning. When few strings are attached, fo
seems to do better than credit and stores. Second, they need to know
at which moments in a coop's development, and for what kinds of

activities and problems, will radical reductions in donor
permissiveness lead to constructive results. The need to make these
kinds of judgments suggests that donors devote more time to analyzing
as is usually the case, beforehand.

a projectafter it is underway than,

One final point about the ways that domors can

Easy successes.

constructively intervene and the best moments to do so. All of the
studied groups produced impressive early successes. El Ceibo quickly

ao market of an entire region, paid growers

captured 40% of the cac
and still earned a

almost twice the price paid by the large niddlemen,

hand
ndsome profit. COINCA succeeded in obtaining such a large bulk

disco
unt on a fertilizer purchase that it could sell fertilizer t
o

grower
s at half the prevailing prices. CCAM opened roads to distant

their firs
t consumer stores, trucking services, and reliable access to

markets. T
hese remarkable successes led to subsequent and m
ore

ambitiocus grants from a pleased IAF.

I1f
the groups had done so well with so little to start it
’

seems rea
sonable to have assumed that they could have moved forward

3 2 s t
u

to be
more difficult, with less impressive results, than the early

L
ones. Prices charged or paid crept closer to prevailing prices;
’

maintenance b
e
came more expensive; decentralized store operations

.

that fai ‘
ails (especially one with years of free donor funding) may have

liv
ed several seemingly healthy years before its

] h h ] g g 3 d
b

El C
eibo provides one of the most striking examples of the

1ifficult
y of holding onto a spectacular early success. As noted

ove, Cei :
N bo made a handsome profit with its first foray into
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1afge—sca1e marketing of cacao, but it had no experiénée:ﬁaﬁaging so

_much money. A good part of the profits were therefore unwisely

{nvested in urban real estate, another part was robbed (allegedly)

from the manager as he traveled with it in cash from the Alto Beni to

La Paz, and the rest was used to set up a small chocolate factory in

the nation's capital that made little contribution to coop or grower

income (though it had important symbolic value). Though the first

success had generated enough capital to sustain itself, the inability

to manage that capital resulted in two or three dark years for El

Ceibo. Even when things improved again, with Ceibo controlling more

than 60% of the cacao market in 1982, the association was still not

able to come up with the finance for its dream project (Us$20,000)--a

cocoa-butter plant in the producing region.

Though the reasons that coops have difficulty in maintaining

their early successes may seem obvious, they bear stressing here

because donors sometimes overreact to the first blush of success.

First, the early years are more successful because it is easier to

spend money than to earn a sustained return from it. Second, some

time will usually pass before management inadequacies take their

cumulative toll on the returns of a new organization. Third,

uncontrollable events in agriculture and marketing will bring some bad

years sooner or later, an

the early and subsequent good years.

d those costs must be covered by returns from
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If success 1is easier in the beginning, then donors should
exercise some control over their enthusiasm at these first signs of
success. They should not rush in with subsequent grants designed to
build more elaborate organizational structures on top of that first
experience. The subsequent grant might be better viewed as covering a
"settling"” period--rather than as a carrying of the torch forward to
ever larger operations and new activities. Restraint does not
necessarily mean doing nothing, but it does require using more
discretion to decide which combinations of activities sﬁould be
financed, and under what conditions. Instead of committing additional
funds to replenish or expand a grant—-funded credit operation, for
example, one might try to place it on a repaying basis. Or, new grant
funds could be used to improve coop access to local banks--e.g., by
providing technical agsistance, in the form of a local person or
organization with good connections, in the preparation of project
proposals for local bank funding. Or, instead of financing an
expanded marketing project, the donor might decide that the coop was
now capable of trying for its own bank credit and might want to
stead finance another activity--like agricultural extension, or land
ﬁiing‘-With high social and economic payoffs but lower probabilities
btaining financing elsewhere. Early successes, in sum, should be

d upon as more fragile than they appear.
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Conclusion

I have made various suggestions about how donors might improve
the way they make decisions about coops and other projects that seek
to improve the conditions of the rural poor. These suggestions, if
followed, do not necessarily require a cooperative as their
instrument. Sometimes, as we will see, the coops are a good form in
which to undertake the pursuit of our goals, though the form will not
always fit our image of what a good coop should be. Sometimes,
moreover, we will want to conduct the pursuit of our goals through
coops for a limited time only, after which the coop may tend to
stagnate, decline or limit its benefits. At this point we may want to
facilitate a transfer of the activity from the coop to the state (or
to another entity), or at least support some interaction between the
two. To do this would be to support a sequence of institutional
development of which coops are an early stage. This means that our

support of coops may not be worth its while unless the subsequent

steps in the sequence also take place.

Finally, our experience with coops can teach us a great deal
about decentralized community or regional initiatives. Sometlmes,
non—cooperative forms of these endeavors will be an even better

approach to the task. Normally, we tend to ignore or reject these
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other institutional forms because they do not have the "good"
qualities we associate with coops——they may be controlled by elites
>
they may be weak on management, they may involve only a few people.
But since our study has shown that coops themselves often have these
same "failings"--even when they yield substantial benefité—-then we
need not be so restrictive in our search for alternatives. At the

s
ame time, we will have to pay careful attention to the structural

factors that contribute to the good results, a central theme in this

study.

Unfortunately, I have not come up with a better description,
or term, for what "coops" actually are when they are doing the good
things that the Bolivian groups were doing. Though this kind of
naming would help us recognize the kinds of groups we want to support,
it would also be inconsistent with the findings of my analysis. What

d v v
etermined the various accomplishments of the Boli ian groups, that
b

of l
Structural factors—~the sequence in which activities were

unde
rtaken, the social Structure of the communities, the varying

char
acteristics of the principal crops grown, and the traits of the

vario
us activities undertaken by the coops. Since these combinations

are diff
erent for every group, the same organizational form can easily

give ri
8¢ to different results--some satisfying to us, and some not




1 - Introduction

I wrote this study in the course of puzzling over some striking
contradictions. On the one hand, the four Bolivian peasant groups 1
visited were decidedly successful in certain ways or for certain
periods of time--in contrast to many other coop ventures. The groups
had become a presence in the region where they operated, providing
peasant farmers with control over certain markets, and yielding them
benefits. On the other hand, the four groups were deficient in the
basic qualities considered vital to this kind of success. In fact,
they had various traits and problems that we usually associate with
failure.

The seeming mismatch between the coops' accomplishments and
their qualities can be divided into three areas. First, their member-
ships were small, did not grow and, in some cases, had even declined.
Second, leadership and management positions circulated among a few
better-off members of fhe community. Third, coop administration was
weak, or haa been for a long time after the IAF-financed activities
were started: accounting was poor, prices charged for merchandise
and services were often too low to cover costs, credit collecéion
was casual, inventory and sales records were often non-existent, coop

leaders and managers were frequently the largest borrowers out of

credit funds, and episodes of taking from the till were plentiful.

1 .
A description of each group can be found in the Summary and Conclusionms.




It is obvious why the last category, weak management, would
give us cause for surprise. Immediately previous to my study trip,
for example, an AID-sponsored evaluation of coops in Bolivia found
the groups to be largely unsuccessful, precisely because of the
management weaknesses we cited above--as well as shortcomings in
membership size and control by an entrenched and better-off leadership,
our first and second categories above (Devres 1982). If these management
inadequacies caused failure in the AID-financed program, then how do
we explain the partial success of the IAF-funded groups, with their
similar weaknesses?

It is not so obvious why we find it problematic that coops
have small and declining memberships, little participation, and
entrenched leaderships. What does this matter, after all, if they
succeeded in generating some significant benefits? The problem, of
course, lies partly in our vision of coops as participatory and
democratic. If they turn out to do some good, it is hard for us to
believe that they are low on these qualities. In reaction to this
contradiction, we tend to see more participation and less control by
entrenched leaders than actually exist or, more skeptically, we suspect
that significant benefits for the poor have really not been achieved.
When we find that our favorite qualities are lacking in the recipients
of our funding, we tend to prescribe remedies for catching up--

more training in cooperativism, more rotation of leadership, more

drives to expand membership.

Coops with entrenched leaderships and small memberships
are a problem for us also because of the faith that we, as donors,
have placed in them. We see coop groups like the Bolivian ones as
more desirable and genuine approaches to the alleviation of rural
poverty than many programs of the public sector--particularly in
countries with weak and hierarchical institutions serving the
countryside, or with repressive regimes that are unsympathetic to
calls for a fairer distribution of public-sector goods and services.
If the membership of even the successful peasant federations is so

paltry after so many years of our support, then how can we maintain

~our faith in these groups as a hopeful alternative to a deficient

public sector? Finally, we are uncomfortable about an entrenched

and better-off leadership because we think it leads to an elite-biased
distribution of coop benefits--which is what disappointed us so
about the programs of the public sector. If coops are to have an
impact on the rural poor, in sum, then we expect to see them larger
and growing, more democratic and participatory, and with a leadership
that rotates more vigorously and ;eaches more broadly into the
community.

The organization of this study reflects my attempt to put
together these seemingly contradictory findings in a more harmonious

way--though I stray from the contradiction problem throughout the



paper, covering various topics of little direct relation to it. First,

I attempt to explain why membership was low and declining, whether

this reflected a natural dynamic, and whether there might be a positive

side to this phenomenon. Second, I search for an explanation for

the successes of the studied groups at certain activities, and for

the benefits they generated, despite their small memberships and

their classic weaknesses in management. Third, I try to separate

out the expansion of membership from the expansion of income~-generating

activities and services. This leads to a mapping of some of the paths

to expansion, as well as the barriers along the way, as revealed in

each coop's story. And fourth, I explore the relationship between

control by the better—off and the distribution of benefits. The result

of all these attempts is to come up with some suggestions for the IAF,

based on the Bolivian experience, on how to make decisions about coops

and any other projects that seek to improve the conditions of the

rural poor.

My suggestions, if followed, do not necessarily require a

cooperative as their instrument. Sometimes, as we will see, the coops

are a good form in which to undertake the pursuit of our goals, though

the form will not always fit our image of what a good coop should be.

Sometimes, moreover, we will want to conduct the pursuit of our goals

through coops for a l1imited time only, after which the coop tends to

stagnate, decline or 1imit its benefits. At this point we may want to

facilitate a transfer of the activity from the coop to the state (or
to another entity), or at least support some interaction between the
two. To do this would be to support a sequence of institutional
development of which coops are an early stage. This means that our
support of coops may not be worth its while unless the subsequent
steps in the sequence also take place.

Finally, we will find that our experience with coops has taught
us a great deal about decentralized community or regional initiatives.
Sometimes, non-cooperative forms of these endeavors will be an even
better approach to our task. Normally, we tend to ignore or reject
these other institutional forms because they do not have the “good".
qualities we associate with coops~-they may be controlled by elites,
they may be weak on management, they may involve only a few people.
But since our study has shown that coops themselves often have these
same "failings'"--even when they yield substantial benefits--then we
need not be so restrictive in our search for alternatives. At the
same time, we will have to pay careful attention to the structural
factors that contribute to the good results, a central theme of this
study.

Unfortunately, I have not come up with a better description,
or term, for what "coops" actually are when they are doing the good

things that the Bolivian groups were. Though this kind of naming

wi
ould help us recognize the kinds of groups we want to support, it




would also be inconsistent with the findings of the analysis that

follows. What determined the various accomplishments of the Bolivian

groups, that is, was not only their organizational form, but a

combination of structural factors--the sequence in which activities

were undertaken, the social structure of the communities, the varying

characteristics of the principal crops grown, and the traits of the

various activities undertaken by the coops. Since these combinations

are different for every group, the same organizational form can easily

give rise to different results--some satisfying to us, and some not.

2 - What stops coops from growing?

After almost ten years of life, the Bolivian farmer associations

seemed remarkably small, with a total membership of from 300 to 400.
Each member group had 10 to 30 members, which represented about 15%

to 25% of the families in the community. (Communities had from 50

to 100 families.) Since each association had only 12 to 20 member
groups, the percentage of communities with coops was small;

COINCA's 400 members, for example, represent only 2% of the total
number of families in the area where it works.1 El Ceibo's members
represent 18% of the cacao growers in the Alto Beni region (350 out

of 2,000) and only 8% of the region's families.2

Why is a 350-member group 'too small"? In general, one would
say that 350 beneficiaries is a disappointing final result after several
years of IAF funding, at between US$200,000 and US$500,000 per group--
not counting the cost of IAF staff input. (IAF administrative costs
are estimated at 15% of the value of grant monies.) According to

very rough calculations, an average US$350,000 per group represents

1Kraljevic (1978) calculates a total rural population of 106,000 in
the COINCA area, and assumes a family size of five, to arrive at a
number of individuals in COINCA families (numbering 511 at that time)

of 2,557.

2The Alto Beni is said to have 3,000 families, and El1 Ceibo estimates
the number of cacao producers at 2,000; the difference is made up by
the landless and non-cacao producers who, growing only rice and corn,
cannot afford the investment in a perennial crop like cacao.




an investment of about US$1,000 per member, which would at least double
to US$2,000 if member contributions and other donor capital are included.
A per-beneficiaary investment of US$2,000 comes close to that for large

rural development projects.1 IAF claims, however, that it works in

the small and that its projects are more cost-effective than these
larger projects-—-a claim that does not seem to be borne out by these

per-member investment figures. If the membership were larger or

growing--making for lower investment costs per beneficiéry and a higher
percentage of the population reached--then the claim would have more
validity (as it would if non-member benefits were high, a point I

return to later). In light of our interest in achieving as wide an

impact as possible for the rural poor, then, the coop associations
seemed small.

Not only were the associations small, after
all those years of IAF support, but they did not seem to

display much impulse to grow. El Ceibo reached its peak of 19

lPer—beneficiary costs for the "very expensive" colonization projects
carried out in the Alto Beni were US$1,831 per family for an IDB

project, and US$2,500 for an AID-assisted project (Henkel, forthcoming:7).
Another estimate for these projects is US$6,221 for the first stage

of the IDB's Alto Beni project; and US$2,154 for the second stage

(Nelson 1973:90). Cost figures are from the early 1970 period and
uncorrected for dollar inflation.

affiliated groups in 1977, a number that did not grow thereafter.1

CCAM reached its peak of 12 affiliated groups by 1976, after which
it also stopped growing. COINCA actually experienced a decline
in the number of groups from a high of 32 in 1980, after which five
groups withdrew, to 20 at the present (seven more have either withdrawn
or are in bad straits). Bella Vista, the single coop, had 300 members
at its peak, and now has 30 who are active dues-payers. |
By 1982, all three of the associations had informally expressed

a desire to stop growing at about 400 members (Healy 1982:34). As
early as 1977, CCAM was showing difficulties in growing; the IAF
representative noted that whereas most project goals had been achieved
or surpassed, the goal of incorporating three to five new coops per
year had not (Oberg 1977:5). Though CCAM's patron priest had
encouraged the admission of more outside coops, the assembly preferred
to limit expansion to one--or, at most, two--per year. 1In 1981 and

again in 1982, the association finally voted to cut off all new
' ﬁembership.

These early peaks and stoppages of membership growth,

by the way, occurred independently of growth in the income-earning

1

?he 19 affiliated groups in 1977 were comprised of six groups with
Tlegal Status, 13 without, and one pre-cooperative. In late 1982,
El Ceibo had 18 affiliated groups. As pointed out to me by Marion
itChey, El Ceibo is now planning to try to grow again, with an
?ducational" campaign aimed at bringing in new communities--as
itnessed by Bella Vista's complaints of poaching on its territory
the area of influence of the two groups is overlapping).
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activities of the associations, and did not in any way signal their
slowdown--a point I return to later.

Along with the small and non-growing memberships, leadership
and management positions in the coops and their associations tended
to rotate among a few of the community leaders--—often part of the
same extended family--over long periods of time. Members, as well as
past members and non-members, would speak disparagingly of the control
of the coop by the ''same 01d" few; IAF field representatives, in some
cases, recognized the same faces in leadership positions as they
had seen from the beginning, many years ago. This phenomenon of a
small entrenched leadership did not seem to vary among the three
highly different regions in which the studied organizations operated,
nor did it vary with the different nature of their activities. 1In one
extreme case——the community of San Antonio in El Ceibo's area--the
cooperative could not even accommodate the existing community leaders,

let alone the broader community. Thus the community spawned three
coops with an average membership of 15 per coop--each with its consumer
store and its cacao-buying operation--all in the service of a community
of 153 families. (There were two private stores as well.) The
leadership of each group represented a different extended family,

and also corresponded to different communities of origin of these

settler families. Even with its three coops, San Antonio still had

a coop membership covering only 307 of the community's families.
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The circulation of coop leadership and management positions
among a few members of the community did not seem to be disrupted
by crises of mismanagement and embezzling. Continuity of leadership
through bad times and good, of course, does not necessarily imply
that leadership is continuously poor-—as we will discuss in a later
section. But it certainly is a sign of the entrenchment of a few
people in positions of coop leadership, and the absence of vigorous
community monitoring of that leadership. Though this is contrary to
our idea of how a successful coop operates, it does conform to the
histories of the studied groups, both the well-managed and the poorly-
managed ones. I bring up the entrenched leadership of the studied
groups at thié point not to say that it has caused their small size--
there are ample other reasons, as the rest of this chapter will show--
but as a necessary background to the discussion of size that follows,
as well as to my interpretation throughout of these groups’
accomplishments.

There are three reasons why the coops and their associations
stopped growing at an early age: (1) growth was not always in the
interests of the membership, as discussed in the following seétion;
’(2) incentives to join were low because some important coop benefits
; we;e available to members and non-members alike, while benefits for
ﬁe@bers only were less than hoped for--as discussed in subsequent

ect?ous; and (3) weak administrative and management abilities made
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it very difficult to grow, as discussed in a later chapter. Before

exploring these reasons for the "premature" peaking of coop growth,

I would like to discuss why an organization with "only" 350 members--

with associated groups of '"only

The folly of expansion

Some of the literature on successful coop ventures has pointed

to low and declining memberships as a sign of strength, not weakness—-

the result of a winnowing process whereby the group reaches a more

manageable size and a greater degree of social and economic homogeneity

(Eckstein & Carroll 1976:249). The winnowing, according to this

interpretation, will often depend on the coop's ability to free

itself of different or dissenting groups. This view of small and

declining membership is consistent with a more general literature

on the nature of collective action, which suggests that truly

participatory groups cannot really function at a membership size

larger than ten to twelve. Evaluators of Latin American coops,

moreover, often point to smallness as an explanation for success.

When comparing CCAM to a less successful coop association in Bolivia

with much larger member groups (100 to 300), the IAF representative

pointed to the small scale of the CCAM groups as being more "socially

efficient"——in terms of cohesiveness and exclusion of the non-farming

elites found in rural towns (Healy 1978:17). A study of successful

credit coops in Venezuela pointed to the importance of their small

" 10 to 20 members--is considered a problem.
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size (ten or less) in bringing about "congeniality...and effective
face-to-face sanctions" (Erasmus 1968:69). What I have described as
a problem, in sum, has been characterized by these observers as a
strength. Where does the truth lie?

Coop membership is low and declining, one could say in
extending the above observations, partly because this is in the
interests of the members who stick it out. A striking example of the
self-interest in not expanding can be found in the story of COINCA and
its collective poultry projects. Some members of one associated coop
(and some potential new members) wanted to participate in the coop's
new collective poultry project but not in the existing collective
production plot. Had such partial participation been allowed, the
"poultry members" would have contributed 15,000 $b. apiece in capital
to the poultry venture, along with work days for the care of the chicks;
they would have participated in the profits of the poultry project,
in turn, though not in those of the collective plot.

The proposal, one would think, would have appealed to the coop
leadership, since it would have increased member capital contributions
for the poultry project, and lightened the work load of each member.
But the leadership rejected the proposal on the grounds that members
were not allowed to participate in one coop project without participating
in the other. This reason was not particularly logical, since coop

associa
tions commonly allowed members to contribute to one coop
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activity--and share in that single activity's profits—-without
contributing to the other.1
A more logical reason for the COINCA coops to reject those
who wanted to join only the poultry project would be that the additional
capital contributions were not necessary to get the project going.
Project installations were well-funded with AID-funded bank loans
authorized by the public-sector agency CODETAR, and operating-capital
loans (later) from COINCA; and work demands were not that heavy, since
they did not compete in time with peak demands for agricultural labor.
Thus the additional capital and work contributions of "partial"
members might not compensate for the additional number of members
among which profits would have to be divided; the "total" members
did not want the "partial" members, in other words, because that would
leave less profits for each person. Why wouldn't this logic always
prevail? Why wouldn't it be against member interests to accept
willing new members and their capital in any coop business venture?
The experience with collective production in Latin America

suggests that the logic does prevail. As the collective production

1El Ceibo separates out its cacao-processing plant from other
activities in terms of capital contributions and profit distributions.
Bella Vista separates out its rice mill in the same way, allowing
members to "belong' only to the rice mill if they wish. Bella Vista
and COINCA have separate savings-and-loan operations to which one can
contribute and belong without having to contribute to the rest.
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effort becomes successful and starts to expand, members prefer to

meet the additional labor demands by hiring outside seasonal laborers
and not by recruiting new members. In fact, they vigorously discourage
membership applications from the seasonal labor they hire, and resist
attempts by these rejected laborers to organize unions--one of the

most frequently cited examples of the "exclusivist" or "exploitative"
behavior of successful coops. It would seem perfectly logical, then,
that coops would be uninterested in new membership and unconcerned
about withdrawalé of old members, when profits were in the offing

and member capital contributions sufficient.

The disinterest of coops and federations in expanding their
memberships beyond a certain point can be seen in the visions of
federation leaders as they themselves report them. All three
associations have set their outer growth limit at 400 members (Healy
1982:34), a level that they have been at or near for some time. Why
are only 400 members fitting for an E1 Ceibo that has captured 60%
of thevcacao market in the Alto Beni, representing 1,500 producers?
Or for a COINCA that plans to provide a market for all peasant wine-

grape production in the Tarija Valley? Or for a CCAM that is running

_a profitable rice mill and gaining more control over the mafket for

Peasant rice in Santa Cruz?

The most obvious reason for the self-imposed ceiling on

membership growth, as discussed later, is the organizational and
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managerial strain of working with more and more member groups. CCAM-

cut off admission of new member groups in 1981 because they felt that
they had overextended themselves, and could not handle the servicing
of the new groups; many members had been delinquent in paying for
credit, tractor and truck services, and consumer store purchases.

In 1982, the assembly decided again to accept no new members until

all these outstanding debts were paid off. The COINCA general assembly

expressed similar concerns in 1978; some feared that the group's small
capital base would not support rapid membership growth, and therefore
proposed to limit the number of member communities (Kraljevic 1978:18).
Though the suggestion was turned down at that time--on the grounds
that the exclusion of new groups would constitute a violation of
"cooperative principles'--the discussion shows that the administrative

constraints to growth were already being felt at that time.1

lln a study of ACLO's work in two other departments of southern

Bolivia (and of the work of another facilitator group, DESEC), Orlove
(1982:23) points out another important constraint on the growth of
community groups that are members of a coop association. Middle-level
staff of the facilitator organizations, he says, tend to avoid the
"costs" of beginning work in new communities; once a community has a
coop and a project, moreover, this "attracts" other projects and donor
funds. This results in a concentration of efforts in a few communities,
which leaves many peasants "entirely outside the framework of TAF
projects (and, quite likely, of other development agencies as well,
since these latter agencies also tend to allocate the bulk of their
resources to a relatively small number of areas popular to the develop-

ment community...)"
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Actually, COINCA's early membership growth had been so
successful that, by 1978, it had incorporated new coops at a rate of
five a year, more than doubling its goal of two new groups per year.
Ironically, COINCA's outside advisers considered this success to be
its "biggest problem"; administrative and technical abilities were
felt to be inadequate to accommodate the rapidly growing membership
and their demands for credit, consumer stores, and production projects

(Kraljevic 1978:1). By 1982, COINCA (as well as El Ceibo and CCAM)

felt that they could grow no further in membership if they were to

maintain "efficiency, popular participation and social equity in

service delivery" (Healy 1982:37). Though a constantly growing

membership was desirable with respect to project impact, in sum, it
might have been an unrealistic goal with respect to organizational
viability.

Even if membership growth was difficult, why wouldn't the
coop leaders have at least dreamed of an 'unrealistically" expansive

growth for their groups--along with all the other unrealistic dreams

about expansion of which they talked? If the practical difficulties

of expansion were indeed the reason for such modest dreams about
membership, then the practical difficulties of realizing some of the
other dreams would have wiped them out of existence too: one would
not hear E1 Ceibo talk of its dream of a large chocolate factory in

La Paz, nor COINCA of its hope for a tomato-processing plant in Tarija,
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nor Bella Vista of its hope for a second cacao~fermenting plant in

the Alto Beni, nor CCAM of a tractor in every member coop. I suggest
that federations show no hope for an expanding membership~--or for one
that stabilizes at a much higher level than is now considered desirable--
because they do not perceive an increased number of members as
particularly useful. Even if coops have high hopes for their
enterprises, in sum, this does not require that they have the same

hopes for their membership.

According to the literature cited at the beginning of this
section, small excluding groups with elitist tendencies are the mark
of success in coop history. They get portrayed as a problem, however,
partly because we are used to thinking about these groups in a
different way--that is, as community-minded groups with an all-
embracing membership, or the potential for it. The picture of a close-
knit discriminating group described at the beginning of this chapter,
in contrast, is akin to the "capitalist" stereotype from which coops
say they are so different. Elitist and non~growing coops are a
problem, then, partly because we wanted them to be something else.

We wanted them to be different from the other development projects
whose failings, we felt, was the kind of exclusivism that leads to
unequal distributions of benefits and control by a selected few.

Fortunately for our concerns, the exclusivity of small

memberships does not always spell doom for our distributional hopes.
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The interests of the small coop group will coincide, at times, with
those of tﬁe larger community and even its poorer and non-member
population. This will depend on the social structure of the community
out of which the coop is formed, and the nature of the activity that

it undertakes--as we will see later.

The free riders

Community members gave various explanations for thé limited
appeal of the coops, or their loss of membership. Many spoke of the
"bad taste" left by episodes of dishonesty and mismanagement in the
past. Some were bitter about these episodes and pessimistic about
the coop's ability to behave any differently; they had suffered losses
as a result of putting their faith in the coop--they sold their crop
to the coop and did not get paid (or had to wait a long time), they
lost their capital contribution due to mismanagement, promises made
when they joined were not fulfilled (the most common unmet promise
was that of distributing profits to members at the end of the year).
Since all coops seemed to go through at least one bad period, and
since the leadership from the bad period usually continued into the
good, people felt that was ample evidence to assume that coopé were
something to be stayed away from, at least in terms of one's own time

and money.1

lThese kinds of feelings are not unique to the Bolivian scene. A 1926
attitude survey of Minnesota farmers found that 18% would not join a
coop because they thought the management might be "untrustworthy”
(Miller & Jansen 1957:454).
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Just as important a reason for the low and non-growing
memberships of the coop associations was that non-members could
partake of many of the benefits of coop activities equally with
members. Benefits that were limited to members were valued less, or
did nof materialize as promised, or compromised the financial health
of the coop--as explained later. Because community members could
enjoy some important coop benefits without joining, they therefore
had little incentive to become members—-what economists call "the

free rider problem." In what follows, I refer to the benefits

available to non-members and members alike as “external" or "spillover"

benefits; those available only to members are called "internal."
The three most important "external' benefits provided by
coops were (1) marketing services, whereby coops bought from the
farmer in communities where no buyers, or only a few buyers with
oligopsonistic power, had previously operated; (2) the provision of
agro-processing facilities in places where before there had been
none; and (3) the making available of basic consumer necessities
and/or agricultural inputs in coop stores located in communities
where none had previously existed. Benefits to members and non-
members through the provision of these private-sector-like serﬁices,
in sum, were greater where there were no (or only a few) private

suppliers than where private firms were already present.
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In marketing, El Ceibo was buying cacao from everyone in
its member communities, and planned to start buying bananas as well;
Bella Vista was buying coffee and rice from members and non-members
alike, and planned to diversify into bananas. In processing, El
Ceibo was fermenting and drying cacao of both members and non-members;
similarly, Bella Vista and CCAM were milling rice, and COINCA was
pressing grapes into wine.1 All four groups had consumer stores in
places where there were none--at least at one point in their history.
The most important benefit of these coop activities was the increased
incomes to farmers resulting from reduced transport costs and the
related expenses of taking one's product to, or purchasing one's
goods at, a more distant place.

Where private buyers or suppliers did exist, other spillover
benefits of coop activities were (1) the paying of higher prices to
the farmer for his crops, and (2) ﬁhe charging of lower prices to
the consumer. Though coops and their advocates tend to give prime
emphasis to these price benefits, I found that they were not as

significantror as long-lasting as the savings in transport and related

1
COINCA's winery was too small to buy more than the production of

Tembers. But it plans to expand the winery, and is also acting as
ntermediary for the purchase by a large winery of a much larger quan-

tity of grapes than COINCA itself uses. Though COINCA's winemaking activity

dges not therefore have spillover benefits at this point, the expanded
whnery most certainly will, since it will need a larger grape supply
than member production in order to use its capacity fully.
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expenditures. The coops usually could not maintain the price
differentials between themselves and private operators and still
remain solvent, as discussed later, so that even though price
differentials may have been marked at the beginning, they gradually
diminished through time. Coops usually argue that the increasing
similarity of their current prices to those of private traders
represents the end of a process by which the private trader was

forced to reduce his price (or raise it, in the case of buying farm
crops) to meet the coop competition. Without empirical analysis, of
course, just as strong a case can be made for the opposite argument--
i.e., that the current similarity of coop prices with private-

trader prices represents the end of an upward adjustment of coop
prices to previously existing private levels. Clearly, the explanation
will vary from one case to the other--depending on the coop's share

of the market, the way its sets prices, its costs, and the "political"
sensitivity of any particular price.

More significant than the price benefits of coop services
were quality benefits in the form of honest weights, honest classi-
fication of purchased production (the moisture content of rice, the
sugar content of wine grapes) and the lack of adulteration of inputs

sold (unadulterated fertilizer and pesticide). -Such quality benefits,
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of course, can be expressed in terms of real price differentials.l
These and other spillover benefits--and the activities that generated
them--are discussed at length in the following chapter. I briefly
introduce them here to show that one of the weaknesses of the Bolivian
coop experience-~the free-rider problem and its contribution to low
membership--was also its strength. The spillovers increased the
impact of the coop beyond its immediate beneficiaries, while at the
same time taking their toll on membership. Indeed, given the
organizational difficulty of membership growth, the spillovers~-
with their reduction of the incentive to join coops--may represent
a blessing in disguise. |

In the following sections, we will see that the benefits
available to coop members only were nowhere as great as the spillover

benefits. This was reflected in the way members responded to questions

1Consumer behavior did not seem to support the claim by the coops
that there was a 107%-20% difference between the "dishonest" weights
of private sellers and the "honest" ones of the coop. With this
kind of differential, one would expect all consumers to take their
business to the coop store, even if its prices were no lower. But
this did not seem to occur. Despite the fact that nominal prices
at the coop stores were usually about the same as, or slightly-bélow,
those of the private stores, consumers showed indifference between
the coop store and private stores. It may be that some private
traders were able to compensate for their "dishonest" weights by
selling on credit (when coop stores did not), or by being open
longer and more convenient hours. Or, perhaps the private traders
had been forced by the coop store's competition into charging less,
ﬁg using more honest weights. Only a more careful historical study

the consumer stores and their competition could clarify these
Uestions.
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about why they belonged to the coop. Almost foutinely, they first
talked about the external benefits--the new availability nearby of
consumer necessities or agricultural inputs, the honest weights, the
nearby processing plant, the new marketing possibilities. Only when
one pointed out that these advantages were enjoyed by non-members

as well, did they think to mention some of the internal benefits—-
the hope of patronage refunds, the chance to take out a loan or buy
on credit, the small price discount for memger buyers. If the
advantages of coop membership were indeed not significant, and if
costs of membership and work obligations were not insignificant,
then why did those who joined the coops and stayed with them do so?
Perhaps we should not be asking why coop membership was low and
declining, in other words, but why it was not even lower, or declining

at an even greater rate. The answer to this question will become

clearer in the following sections.

One final word before proceeding. My impression of high
spillover benefits together with low internal benefits—-and their
role in keeping membership small--is quite different from the picture
of coops painted by those who criticize them on distributional grounds.
The latter critics argue that coops do not become community-wide
organizations because they are run by the elites and for the elites.
Coop services are either monopolized by the elites, according to

this critique, or are irrelevant to the needs of non-elites; landless

peasants, for example, can make no use of agricultural credit. Though

the services of the studied groups were indeed of little help to the

landless, this was not the case for the free riders, who could

benefit from the coop but did not have to join in order to do so.

When spillover benefits are important, in other words, the presumed

close correlation between elite control and an elite-skewed distribution

of benefits does not hold.

Working for the coop

Coop work obligations were significant in causing many members

to withdraw and non-members not to join. When the Bella Vista coop

called on its members (450 at the time) to work on the construction of

More problematic than these

a building for the coop, 200 withdrew!

once~for-all work obligations were the obligations to do ongoing

work. Most of the four coop groups had consumer stores, at least

in one period of their history. Members were assigned one-to-three

month work rotations as storekeepers; they were paid nothing, or a

1
small amount. In order to not make unrealistic work demands on these

farmer-storekeepers, many stores opened only in the early morning

and the late afternoon--allowing the storekeeper to spend an almost

In a few cases where the storekeeper-member worked full time, he
:as paid a monthly wage roughly equivalent to the official minimum
age.
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full day in his field.1 Though the store hours were complementary

with fieldwork hours, however, they still extended the farmer-

storekeeper's work day, and could require a considerable amount of

time spent walking from the field to the store and back.2

‘Collective plots were more important than stores in causing

disaffection of members.3 In contrast to the work obligations of

the store, the collective plot competed directly with the work

demands of the farmer's individual plot--a common problem with this

kind of collective production project. Peak labor needs for planting

and harvesting were the same for both the individual and the collective

plot, except for the rare case where climatic and agro-economic

conditions allow different crops with different cycles to be

cultivated on the respective plots. The collective projects in

1Though more compatible with the working hours of farmers in the
fields, these hours also made it difficult for the stores to compete
with private stores. The latter are usually attached to their owners'
houses, and are open from early morning until late in the evening;
even after closing, the resident-owner can usually be roused for

urgent purchases.

2Most farmers lived on their plots, so that the early morning and

late afternoon store hours meant two round trips a day from the field
to the store. Since the poorer farmers of the community tended to
have the most distant plots, the storekeeper obligation would be
harder on them--or would exclude the possibility of their joining

the coop.

3Collective plots were promoted only by COINCA in Tarija and, to

a lesser extent, CCAM in Santa Cruz.
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Bolivia were not capitalized, moreover, so as to pay their members
a wage out of operating capital; thus members had to wait until
harvest season--or years, in the case of tree crops--before receiving
any return for their labor. The poorer the farmer, the more compelling
was his need to work elsewhere than on the collective plot during
peak times--either because he was short of cash and had to work for
money, or because he could not afford to hire workers for his own
plot so as to free up his own labor for the collective one. Thus it
was that many of the first to leave the COINCA collective production
efforts were the poorest (Michaels 1982a:6).

In many cases, coop members ultimately received no return
at all for their work on the collective plot--because of weather
failures, plant disease or pests, or marketing problems. The Eighth-
of-August coop, a member of the CCAM group in Santa Cruz, tells a
tragic story of just such problems. 1In the early days of the coop,
members worked very hard to establish a collective rice and corn
plot, then rigorously weeded and fumigated it until the plot promised
to yield an abundant harvest. When it came time to reap the harvest,
the members were so short of cash that they had to work harvesting
other people's crops in order to earn cash. The collective plot
rgmained unharvested.
Not all collective production projects were as onerous as

_ the collective plots. Collective poultry projects in Tarija, though
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just starting, were less incompatible with the working needs of
farmers. The cycle of work demands was steady throughout the 60-day
period between receipt of the chicks and their sale as broilers, and
unrelated to the crop season. (During peak agricultural periods, one
could presumably arrange not to receive chicks.) Work was not as
physically demanding as work in the fields, and was not sex-typed;

it could be carried out by men, women OT children (in the San Isidro
member coop of COINCA, the paid job of caring for the poultry was
given to two of the grown daughters of a coop leader). Because the
work demands of the collective poultry projects were less demanding
than those of collective plots, some members of La Compania (another
member coop of COINCA) wanted to participate in the collective
poultry project but not in the collective plot. Since the coop would
not allow this, as discussed above, they withdrew. Though their
greater enthusiasm for the poultry project may have had to do with
their more optimistic expectations about its profitability, the work
demands of the poultry operations also created less of a problem for
them.

Coop work obligations, as seen above, were particularly hard
on the poorer farmers--i.e., those having to supplement their farm
income with wages, or those without land at all. The poorer farmers
had plots located the furthest from coop headquarters, they were

least able to hire labor to take their place in the fields, and they
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could least dispense with working for a salary during many days.

In this sense, the work obligations represented a regressive form of
member contribution, causing the poorer members to be the first

to withdraw, or to be discouraged from joining in the first place.
Seen in this light, the collective plot'is perhaps more a luxury than,
as was envisioned by ACLO for COINCA, a way out for those with

little land.l

Collective work traditions. In the highland communities of Bolivia,

there are longstanding traditions of collective labor for projects

like road maintenance, school construction, church building, irrigation
repair. These traditions often carry into the lowland communities
settled by Andean migrants; many feeder roads in the Alto Beni, for
example, have been constructed and maintained by the settlers (Kitt
1977:37). Contrary to what is often assumed, these traditions did not
transfer to the coop projects—-partly because the coop projects were
unlike the community projects in an important way. Whereas the
community projects were such that everyone had to contribute and

everyone would benefit, only some would have to contribute to the coop

Orlove (1982 and personal conversation) reports more favorable
%ﬁpressions of collective coop plots in the Cochabamba Valley.

angss plots had not yet produced a harvest when he saw them, however,
e ere much smaller than those of the groups I studied--half a

d~ are vs. several hectares--and thus would have been much less
emanding of participants' time.
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projects (the members) while a larger group would benefit--like a
coop store, which makes goods available to all community members, OT
a new rice mill, which represents a less distant place for everyone
to sell his rice. Even if only those who worked would benefit, as

in the éollective plots, it was not clear when and if the benefits
would materialize--given that production was often lost or might take
years to realize. or, in the case of patronage refunds, benefits
would not necessarily be in proportion to one's work: the coop store-
keeper would get a share of store profits, but in proportion to his
purchases and not his work. This would reward the better-off
storekeepers, whose purchases would be greater, as opposed to the

poorer storekeepers, whose purchases would be smaller but who would have

to work the same amount of time. Whether coop operations would even
have profits to distribute, finally, was also an uncertainty, given
problems of the market and mismanagement.

The strong Bolivian traditions of the collective use of
pasture, fishing grounds, and scrub land for firewood collection
(Orlove 1982:28) contrast sharply with the absence of collective
use of land for agricultural production (Ibid., and Hess 1980:13).
Though COINCA's founding organization (ACLO) blames this disinterest

in collective agriculture on the Bolivian agrarian reform, and its

emphasis on individual property rights (ACLO 1980:219), it is clear

that the collective use of pasture, fishing grounds, and scrub land

31

involves much less sacrifice, uncertainty, and need for organization
than does collective farming of the land. This may explain why one
of the CCAM member coops, Nuevo Mundo, was unsuccessful at collectively
farming its 35 hectares of communal lands--''some people didn't even
bother to show up for planting the rice''--but did much better when
they turned that venture into a communal pasture with ten cows owned
collectively (which now have seven calves).l

For most community projects around which collective labor

traditions have evolved, there is much more certainty than for coop

projects about the results of collective work; and there is less systematic

disproportion in the allocation of benefits. The school or the church
will definitely be in place when the work is over, the road will be
there to use (though it may wash out in the next rainy season and

have to be repaired again), the water channel will yield water.

In contrast to coop work obligations, these traditional community work
endeavors result in."public goods'--i.e., goods that are available to
all, no matter who gets there first, or no matter how much is '"consumed"

by a few better-off community members. Benefits, of course, may be

B : i
11322:§§k(1238é§§i-2§§) madeia similar distinction between collective
; ective agricultural production in hi
rural cooperatives in North Ameri i . e

‘ erica. Grazing coops W h y
exception to the general ob P e roteatos
o : -servation that farmers were 'refractory"
o n it came to participation in agricultural production coops.or}
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the rich than for the poor in these public-

proportionally greater for

goods projects--a large farmer will probably reap higher income

gains from the opening of a road than a small farmer with less produce

to market. But this disproportionality is not sO conspicuous or

predictable as in the case of the distribution of store profits

according to purchases, or marketing profits according to crop sales.

Even when coop projects partake of the quality of public goods--as

in the case of a coop store in a community where there was none-==

coop work responsibilities will fall only on some of the beneficiaries

of this public good (the coop members) and not on the others (the

rest of the community).

Contrary to what is often assumed, in sum, COOpPS cannot really

take advantage of the collective work traditions of the community--

at least for certain kinds of work--because the nature of the tradi-

tional community-wide tasks, and their expected benefit distributions,

are so different from those undertaken by the coop.1 This helps explain

why membership growth is short-1lived--even when a coop is successful--

and why coops do not appeal to the poorer members of a community.

eason why the traditions of

1Healy (1978:21-22) points to another r
t be applied to cooperatives.

reciprocity among Andean peasants canno

The reciprocity, he says, is "embedded in soc
and an atmosphere of conviviality'"--while cooperativism finds no such
Nash & Hopkins also comment on how

cultural and historical foundation.

traditional community customs are not conducive to the organization of
labor for collective production,
In Latin America, they say, coops never &
reflection of pre-existing social patterms,
(if not imposed) from without (1976:14) .

contrary to
merged spontaneously as a

but were always borrowed

ial relations of generosity

what was initially thought.
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Working on ponstruction. The work obligations complained about most
by coop members were those involving the stores and the collective
plots. They grumbled much less about the work required for coop
construction projects--a rice mill, a cacao-processing plant, a
store, a marketing shed, an irrigation channel, a potable water
project. The construction projects are once-for-all obligations that
terminate when the project is completed, in contrast to the ongoing
nature of the work obligations discussed above. The latter work

is not only ongoing but, in the case of the plots, the work time
required is unknown because of unanticipated problems like plant
disease, pests, and flooding.

The work demands of the oncé-for—all construction projects
are usually less conflicting with the farmer's individual work than
those of the ongoing projects. Work parties are organized on Sundays,
or the work is of a nature such that one can "drop by'" when one has
free time--in contrast to the ongoing work obligations, which are

| less accommodating. Those who want to join a coop and cannot afford
the capita; contribution can often make that contribution in the

form of wérk on a coop construction project--as occurred with -the

construction of the Bella Vista rice mill, for which new members

could make their capital contribution of 1,000 $b. in work on the

construction, as well as cash (60 persons capitalized the mill through

a combination of cash and work contributions). The construction




34

project, then, represents an opportunity to attract new

members, whereas the ongoing work obligations turn people

away. Coop construction projects, moreover, possess a

symbolism around which people can be mobilized because work on them
leads to a visible product in a short period of time. With the
ongoing work obligations, the product is either not visible (in the
case of the storekeeper's work), or it is not clear what the product

will be and when it will materialize, as in the case of the collective

plot.

Elusive profits

There were four ways in which the coop associations could
offer powerful benefits to members only--a share of the profits in
the form of patronage refunds, access to credit, rental of coop-owned
agricultural equipment (only in the case of CCAM), and employment
in coop enterprises. The nature of the activities associated with
these four "internal" benefits made it easy to limit them to members--
in contrast to the activities with a propensity to spill their benefits
beyond members. Coops do not distribute profits to non-members
(though there was an interesting exception in one of the spillover
cases described in the next chapter); credit is never in large enough
supply to provide to non-members (to require membership for borrowing

is also a way of charging a higher real interest rate, such as the

savings deposits required by credit unions); agricultural equipment

35

is subject to high peak demands that cause it to be extremely scarce
at these times, making limitation to members likely (again, with an
interesting exception told below); and jobs created by coops are few
and coveted, and easily limited to members. In each of these four
areas, non-member participation was in no way necessary or desirable--
in sharp contrast to the spillover\case——to make the activity work
well.

Though quite attractive in principle, the internal benefits
turned out to be rather paltry in comparison to the spillover benefits
available to non-members too--for reasons explained in this and the
following three sections. The hoped-for profits either did not
materialize or were not distributed. The coops could not run income-
earning activities as profitably as evefyone first thought, the
preference for selling at low prices (discussed later) made it
difficult to generate profits, income was often embezzled, and profits
were often reinvested in the coop or used to cover losses in other
activities.l Bella Vista has never distributed profits; though
the consumer store has always generated some profit (130,000 $b. in
1981), it has been used to cover losses in transport and, in some

years, coffee marketing. CCAM's General Assembly has always voted

Among the E1 Ceibo member coops, many of the coop stores did not

give patron
purchases, age refunds because they had not kept records of member
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to retain profits, which were used to cover losses in the transport

section, replace two old trucks and, mainly, to re-capitalize the

IAF-funded rotating credit fund, which had dwindled markedly because

of delinquency and inflation. COINCA has had only small profits and

has never distributed them, in accordance with the policy of the

manager and the teachings of COINCA's founding organization, ACLO.

The manager feels that profits should be reinvested in the business

(they have been used to pay administrative costs) and ACLO, a Catholic

social-action agency, feels that getting people to join a coop with

the promise of a share in the profits is to appeal to their "base"

motives for individual monetary gain.

In the few cases where profits have been distributed to

patrons, the amount received by each individual was low. In 1981,

for example, El Ceibo distributed 145,500 $b. in profits to the 650

growers from whom cacao was purchased. This amounts to an average

return of only 224 $b. (about one day's agricultural wage) per person.

According to the Rochdale principles of cooperativism, moreover,

profits are distributed in accordance with a member's patronage of

1500 of the growers were members who delivered their cacao home-
processed, plus 150, of whom only 30% were members, who delivered
cacao wet. For reasons explained in the following chapter, El Ceibo
distributed profits to non-member growers who delivered wet cacao

in order to encourage the supply of the raw material to their
processing plant, which was operating with high excess capacity.
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coo
P serviqes, so that a large share of the profits may go to a fe
W

better-
er-off members. In one of the most successful E1 Ceibo coops
L]

El Lit
oral, profits from cacao marketing and the consumer store h
ave

] 00 $b"

the share of the coop's president was 28% (15,000 $b.)--in accordance
with his share of cacao sales to the coop and purchases at the coop
store. Assuming (unrealistically) that profits were equallyldivided
among the rest, this left 2,500 $b. apiece for each of the remaining

15 members--
s--not a small amount, of course, at about 12 times the

daily agricultural wage.

M .
ost coop members did not receive significant benefits in
the form
of profits, in sum, because the amounts available for profit
distribut
ution were not that great, and because of the disproportion
s

of a
profit distribution that was based on member patronage of coo
P

services.
If membership were to grow, moreover, each individual'’s

]

market
ing and processing, profits and profit distributions could

still be
low. Thus the external benefits of coop activities could

not be "i
nternalized" through profit distributions so as to provide

an incenti
ve to join the coop. The failure of members to receive

profits fro
m their coop, in turn, led to disappointment and disaffectio
n.
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Credit: a vanishing act

In three of the four groups studied, members had access to
individual loans through coop credit funds--all financed at least
in part by IAF grants. (The exception was El Ceibo.) Since these
credits were not available to non-members, and since peasant farmers
had almost no access to institutional credit in the three areas
visited, the credit funds constituted a significant attraction of
coop membership--a rare internal benefit. But the difficulty of being
rigorous about credit collection in a community of peers, as discussed
later, caused coops to be casual about collection. Together with

negative real interest rates,l this led to a rapid decapitalization

of the credit funds, which was well under way when the coops tried to
start making credit decisions more rigorously. Some coop stores

sold on credit to members, another significant advantage to member-
patrons——especially the poorer ones--as opposed to non-member patrons.
But most stores came to feel that selling on credit and the resulting

problems of delinquency were too burdensome, and tried to cut back.2

lInterest rates charged by the coop funds were usually about half
commercial-bank lending rates, and usually less than rates charged
on subsidized government credits for agriculture. During most of
the period, interest rates on all coop credit were negative in real
terms; in the case of short-term credit (up to 90 days) to members
for consumer goods and inputs, coOpS charged no interest at all.

2COINCA is an exception; though it has also cut back on credit,
it still offers sales on credit for 50% of the value of fertilizer

bought by members at its input stores.

Credit may have been a significant attraction to new members

in the beginning, then, but its dwindling availability made it less

and less so. Indeed, when some of the groups started to become

rigorous about collection (COINCA and CCAM), this gave one more reason

for some members to withdraw, and for others to not join--for they

had thought that their coop was going to be '"understanding' about

o1
credit. As some COINCA members recollected nostalgically, one of

the most desirable features of COINCA was that it used to "allow

people to make tardy payments without penalty" (Michaels 1982a).

Like the patronage refunds, then, credit raised expectations that

could not be fulfilled, thus contributing to declining membership.

Though CCAM also experienced the dwindling of its credit

funds through delinquency and negative real interest rates, it was

unique in its fierce attempts to keep the supply of credit flowing.

As described in a later chapter, CCAM was the only group to obtain

bank loans for onlending to individual members--above and beyond

its IAF grant monies for a credit fund--and the only group to

abjure profit distribution in favor of using those monies to replenish

a credit fund. Though these moves were made while delinquency was ~

1

Cooperatives organized by the U.S. Grange in the last half of the
19th century lost members for the same reason. When the Grange

'Céop stores sold on credit, they sustained bad losses; when they
insisted on selling only for cash, members withdrew (Cerny 1963:204).
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still high (shortfalls on the repayment of bank loans were made up
out of rice-mill profits), they illustrate how attractive the access
to credit can be for potential members.1 This was particularly true
for the Santa Cruz area, where labor costs are relatively high,
which makes it difficult for farmers to expand their cultivation
beyond the two or three hectares that can be worked with only family
labor. Despite the attractions of credit, the delinquency problem
and the slow process of resolving it kept credit from exercising its
strong lure to potential members. As a result of the delinquency
problem, CCAM itself cut off further increases in membership, as
noted above.

An interesting aspect of the dashed expectations about
credit and patronage refunds is that they were caused, in part, by
improvements in the management skills of the coops--more serious
credit collection procedures, and decisions to reinvest profits in
a growing business rather than to distribute them. As the coop became

stronger, in other words, certain "false" attractions to join were lost.

lMost members could not receive credit directly from the bank because
they did not have land title.

2The hope for an "understanding' credit policy, of course, was less
legitimate than that for patronage refunds. Thus the loss of the
delinquent or would-be delinquent credit-seekers was, in a sense, ''good
riddance" for the coop--a wholesome natural selection process, like

the winnowing process mentioned in a previous section. But the false
expectations about credit and patronage refunds can both be seen as a
result of faulty cooperative promotion--which dwelled too much on the
prospect for patronage refunds and abundant credit and too little on
the responsibility of repaying credit.

41

All this means that credit (and stores selling on credit) is a 0
particularly difficult first task for a coop because the better one
becomes at management, the less generously one is able to treat
one's members. And by the time the coop gets good at credit management,
it has irretrievably lost a good deal of its operating capital.

Another internal benefit of coop membership was access to
credit and assistance for collective projects--collective production
plots in the case of COINCA and CCAM, and collective poultry projects
in the case of COINCA.1 Most of these collective production projects
were going poorly--with a few exceptions--as has often been the case
in Latin America. Even if the projects ultimately turn out well and
provide profits to members, a number of years will have been required

to realize these profits--during a time when members will have had to

The poultry projects were almost an "accident," caused by the
failure of a poultry-promotion project administered by a state
agency (CODETAR) with AID-funded investment loans, and involving
some COINCA coops. COINCA had guaranteed ten-year investment loans
made to the coops by the state agency through private banks, sirce
the‘member coops did not have independent legal status. Whén the
pProject started to fail, the state agency pulled out and COINCA
moved in to try to make it work--taking over the supply of poultry
feed to its coops as well as marketing of the broilers, in order
to prevent the banks from foreclosing on its assets, which it had

Pledged as a guarantee for the member-coop loans that it had
co-signed.
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make substantial contributions in unremunerated labor. At best, then,

the rewards to be gained from participating in collective plots would

be available only to those who were able to wait for some years,

while working many days for free. Thus credits for the collective
plots also lost the allure they may have held in the beginning, and
people withdrew from their coops because they suspected that the

collective plot would never pay off.

Agricultural equipment and accidental spillover

With its grants from donors, CCAM purchased a fleet of

agricultural equipment--a bulldozer, graders, threshers, tractors,

trailers, and implements.2 The equipment functions during only six

months of the year at most, because of the long rainy season and the

scarcity of all-weather roads in the region. For farmers who are
dependent on renting agricultural equipment to prepare their land,

the seasonal peaks in demand create problems of scarcity and

unreliability at peak times. For the coop, the peaks in demand

1One member coop of COINCA, La Compafiia in Tarija, reported that
each member had to work 20 days a year on the collective plot. All
had individual plots as well. Though this number of days spread
over a year does not seeml particularly burdensome, work demands in
agriculture tend to be bunched, and occur at the same time as those

for the individual plots.

2Since all such equipment is imported into Bolivia, some of it was
acquired directly from manufacturers or distributors as a donation,

through the efforts of CCAM's patron priest.
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create the problem of supplying enough equipment to meet peak demand
while, at the same time, finding a way to amortize the equipment over
the long periods during which it is not used. Though this problem

is no different than for any other industry operating under conditions
of seasonal peaks in demand (like electricity supply), it has special
implications for coops. Because CCAM's agricultural equipment could
hardly meet the needs of members during peak times, its use could be
limited to members without resulting in excess capacity. As will be
seen in a moment, however, this limitation would create other problems
in the financial management of the equipment.

The availability of agricultural equipment for rental
represented a major internal benefit to CCAM members. Though private
equipment-rental suppliers existed in parts of CCAM's area, they
preferred working for larger landowners because less time was lost
moving the equipment from one person's property to another; even when
the private operators agreed to provide service to the smaller
farmers, they would still give preference to their larger clients,
making it risky for small farmers to engageiin mechanized agriculture
at all. Knowing that CCAM's agricultural equipment would be available
for rent at crucial times allowed CCAM members to clear and plant
at the optimal time and thus increase their incomes. Causing even
more of an impact, this certainty had made it possible for some

mem
bers to shift from extensive slash-and-burn agriculture to a
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stable and more intensive cropping system. Many of the recently

"mechanized" CCAM farmers felt that this shift--and the reliable
equipment services that facilitated it--had enabled them to finally
stay in place, instead of having to continually move their homes
to the edge-of the frontier in search of virgin forest. The ability
to stay in one place, these farmers reported, represented a major
improvement in their lives.

If CCAM's agricultural equipment did indeed provide important
exclusive benefits to members, then its membership record should

have been better than that of the other groups with their more meager

internal benefits. But CCAM showed the same low and non-growing

memberships as the others, partly because many members were not well
enough off to make the jump from shifting to stable agriculture;
70% still did not work de-stumped lands, and many lived in areas of

such difficult access that mechanization did not pay off (five of the

12 coops were on the far side of a large river without access to a permanent

bridge). CCAM's agricultural equipment, then, could only be used
by the better off and, given its scarcity during peak times, was
predictably allocated in a way that gave priority to the more powerful
At the same time, the equipment represented a distinct

members.

opportunity for peasants wanting to make the shift to mechanized

lSee Appendix A.
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who had once been among the poorest.
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better management of the service. CCAM found that its equipment was

losing considerable time moving from one member community to another;

the dispersion of the communities and their difficult access meant

that the equipment would spend much time getting to and back from a

communif&, only to work on a few hectares on each of a handful of

plots. Since CCAM did not charge for time spent traveling to the

community, it could not recoup this lost travel time. The federation

decided to service small non-member farmers for a slightly higher

rate, therefore, in the communities where it had members. Though

this increased the revenues of the service per community worked,
it also "spilled” benefits to non-members--sometimes even to the

detriment of the members. Some of the better-off cane-growers,

that is, complained that they got poor service on their more distant

plots, where they grew rice (Michaels 1982b:8).

The spatial character of an agricultural equipment service,

in sum, caused the internal benefits to become externalized--if, that

is, one were interested in improving management. Improving management

in this way, in turn, reduced the incentive to join the coop. We

have noted a similar phenomenon in the area of credit, where improved

collection procedures also reduced the attractions of membership.

In the next chapter, we will discuss other cases like this, where

the structure of the activity was such that improved management led

to increased spillover benefits. Again, these results may have been

b
ad for the coop in terms of membership, but they were good for the

spread of benefits beyond the coop membership

Jobs for members

One of the most significant internal benefits for some coop

members w i
as access to paid employment in the coop, or the opportunity

f
or free training in apprenticeship positions or coop courses With

the exception of some truck drivers and other skilled jobs, the
s

associ
ociations and their member coops fiercely restricted paid employment

to members. When COINCA members discovered that their winery had

h -
ired some non-member workers, for example, the General Assembly

voted (in February 1982) that the non-member workers be let go and

that members be hired in their places.

CCAM was the largest employer. In addition to 12 permanent

member-
employees (manager, treasurer, transport manager, agricultural-

equ
quipment manager, four drivers, two rice-mill workers, and three

mech -
chanic-shop workers), CCAM employed 30 persons in the rice mill

L

12 extr y i
a truck drivers during the rice and cane harvests. (There were

al - i
so four non-member employees with skills that members did not have:

th -
e rice-mill manager, the master lathe-maker, the welder, and the

mech |
anic.) 1In addition, three sons of members were serving as

apprentices without salary in the mechanic shop
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i ur
El Ceibo was the next largest employer of members, with fo

- hifts)
workers at 1its small chocolate factory in La Paz (on one-year S s

i th
and 17 workers in the Alto Beni--including the two managers of the

er, two
cacao-processing plants, the president-manager, the treasurer,

llar
agricultural extensionists, three drivers, and other anci v

L]

loyees:
facilitator organization, had mostly non-member and urban employ

i ant, the
the agronomist-manager, the accountant and assistant account s

storekeeper, the enologist. Members filled the jobs in the winery--

i ies
two permanently, and 40 at harvest time. Bella Vista paid salar

the
to at least six member-workers——the treasurer, the promotor,

iver's
rice-mill administrator, the full-time shopkeeper, the truck drive

| aid
helper (the truck driver was not a member). Most of these jobs p

between 3,500 $b. per month (for the truck driver's helper) to

d
10,000 $b. (for truck drivers); rice-mill workers at CCAM earne

inimum
8,000 $b These salaries were somewhat below oT above the mini

i b.
Wage Of 6 000 $bo a month (the minimum wage was ralsed to 8,500 $
’

s
daily wage for agricultural labor in the regions where the coop

were located.

It is no wonder that the jobs in the coop were highly sought

i ccess to
after by members, and that members did not want to open &

ou .

49

to a high income relative to the annual income of an agricultural
laborer and others who work at the minimum wage--because the latter
workers usually are not able to find work the year around. Even the
part-time seasonal jobs in CCAM's rice mill, for example, were so

sought after by members that they had to be assigned by lottery--

an unusual demonstration of fairness in job allocation.

In general, permanent jobs at the coop seemed to be occupied
by the leadership or their families. At CCAM, the better-off cane-
growers occupied almost all the paid administrative positions, and
even two of the truck-driver poéitions (Demegret 1978:36). One of the
El Ceibo truck drivers was the treasurer of his member coop (his

literate wife was better at numbers than he so she kept the coop books

while he was away working). Two women members paid to take care of a poultry

operation at one of COINCA's member coops were daughters of the coop
president; they were paid 5,000 $b. a month, compared to a prevailing
agricultural wage of 3,500 $b.
Coop agro-processing operations created the most jobs--in

the rice mills, the cacao-processing plant, the winery, the chocolate
factory. Though the permanent and administrative positions séemed

to be occupied by the better-off members and their families, these
seasonal jobs were unskilled and seemed more accessible to the poorer
members.

Workers at CCAM's rice mill, it was said, typically were

members who had had a bad rice crop with little to har#est, or who
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had already harvested. The excess demand for these mill jobs is

impressive--given that they were offered at the peak of harvest
season, when labor supply is scarce, and in one of the highest
agricultural-wage regions of Bolivia (the daily agricultural wage in
Santa Cruz was 250 $b. a day in October 1982 compared to 130 $b. a day
in Tarija). The high wage paid at CCAM's mill (8,000 $b. a month
or 300 $b. a day) must clearly have contributed to the strong supply
of member labor. In addition to paid jobs, coop apprenticeship and
training programs provided rare opportunities for young coop members
or the children of members to learn skills (accounting, mechanics)
and gain experience that would increase their employability.

Though coop jobs represented a significant benefit to coop

members, people talked less of these benefits than of the others like

credit, patronage refunds, and equipment services. Since the jobs
were so few in relationship to membership, it may not have been

prudent to talk them up. Leaders may have wanted to preserve their

power to give the jobs to whom they chose, and jobholder-members would

not have wanted to arouse the interest or envy of members without jobs.

1From a social point of view, of course, even those coop jobs
available to poorer members were still not accessible to the stratum
of the labor force where unemployment is highest--the landless, who
were not coop members and who accounted for between 157 and 407 of

the inhabitants of the communities where coops operated. In the few
cases where the coops did hire non-members, moreover, they were for
skilled positions paying higher salaries than those paid to member-
employees—--an agronomist-manager, an enologist, an accountant, skilled

mechanics and truckdrivers.

_members,
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Leaders
and jobholders, in short, would feel more comfortable if memb
embers

familiar with the principles of cooperativism would also have not
wanted to play up the job opportunities because these principles

forbid the employment of coop members and their relatives in paid
positions--let alone the paying of a salary, as some of the groups
did, to an elected leader of the coop. p’

Th
ough the jobs provided by coops to their members were

hands v y
ome perquisites and a breach of cooperative principles, the
H

also
| represented a very low-cost way of providing a rural service

The minimum-
um-wage levels of the coop jobs were much lower than would 5e

the wa
ge costs of a private or public agency providing a similar

service. And
the coop workers required less costly logistic support
H

not onl
y because of their location in the countryside but because of

their t
astes. Farmer-extensionists were more willing and able th
an

urban-b
ased extensionists to walk or hitch rides to member communiti
es

and f
armer plots, as did E1 Ceibo's two agricultural promoters

(Unfortu
nately,Aat least for my argument, an outside donor agency

will now provide them with motorbikes.)

Jobs
s then, could be an important reward to coop members
?

and must h
ave been significant in contributing to the loyalty of s
ome

S
ince the jobs were much fewer than the total number of

Demberg--5
nd since the rules of access to the jobs were not clear
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( pt for the lottery at the CCAM rice mill)--the job opportunities
exce

1
probably did not constitute a clear-cut incentive for potentia

members to join, or for non-job-holding members to stay.

The donors squeeze out the members
the benefits offered by coops to those

I have suggested that

who
who joined were not as great as the spillovers available to those

ons more concerned

i
did not join. Why weren't the coop associat

f
about this, and why weren't they trying to figure out ways o

ternal benefits or reducing the spillovers to the

strengthening the in

Though all the groups had vivid dreams about expanding

free riders?
d no such dreams of expanding membership,

their economic activities, they ha

as a way of financing these projects.

ital supplied by outside donors to all four groups, from

anation of why the groups

Cap

b4

capi
n to returns on the effort to obtain

highly inefficient in compariso

After almost ten years of existence, for example,

ed only 2% of its

an outside grant.

the capital contributions of CCAM members represent

assets in 1982;1 the share of outside donations in total assets was

53% in 1977, 78% in 1978, and 65% in‘1979——five years after the

association's founding. In addition, many coop members paid in only

a part of their pledged capital, and the coops were lax about collecting

the rest--except during campaigns to raise capital for certain

construction projects. Of El Ceibo's 18 member coops, only eight

have paid in the entire capital subscription of 100,000 $b; the rest

are paying sporadically in increments of 60-80 $b., while high

inflation erodes the value of the amount owed. Bella Vista says it

has 140 active members, but accounting records show that only 30 have

paid in their capital subscription and are paying dues.

Low internal capitalization is not unique to the studied

groups. An evaluation of other coops in Bolivia, which received

much heavier doses of outside capital and technical assistance

(though AID funds) than these groups, found the same "lack of progress .

toward self-sufficiency," resulting In part from "very low levels of

member-share capital investment relative to external capital borrowing"

(Hatch 1982:39). These low levels of internal capitalization make

1Medina (1982:E.1.01). A rule of thumb for U.S. rural coops is that
50% of assets should be raised from the membership "in order to avoid
a heavy debt structure and give members a stake in the enterprise"

(Marshall & Godwin 1971:93).
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the Bolivian (and other Latin American) coops quite different from

the North American model after which they have been fashioned.

Outside sources of financing were not available to many of the

successful North American coops, that is, until they had gained a

certain strength of their own. Parts of the North American experience

itself, in fact, are closer to the Bolivian experience than the

North American model. Inadequate membership capital and over-
re one of the principal causes of coop failure in the

expansion we
centuries (Knapp 1969:67).

United States in the late 19th and early 20th

And various innovations in capitalizing these cooperatives—-1ike the

1imited liability bond and the retention of a percentage of coop
profits for a rotating capitalization fund--were devised precisely
e of the difficulty of raising capital and reserves from members

al funds" (Miller & Jansen

becaus

who were "already hard pressed for person

1957:457, Knapp 1973:158-159).

The more that coops think they can obtain outside capital,

the less incentive they have to recruit new members, let alone to

require old ones to pay up--especially in light of the management

problems brought on by an expanded membership. Outside capital can

also cause coops to be less concerned about their investments—--since

t their own. An evaluation of the CCAM consumer

the money is no

store——and its poor management and lax credit policies——pointed to

the fact that members were not more demanding of store management

their :
own (Medina 1982:3.09). Though coop promoters and evaluators

often bemoan coop lead
er " .
s for their "passivity" and "ignorance" about

a bett i i
. y,

indivi
ivisible. When large amounts of outside funding are available

th ili
ey do not see possibilities for dividing up their visions for th
e

f
uture into small sequential pieces, each of which might be

g

phase.

E ,

i
s a good illustration of some of the influences we have been

describi
cribing. Long before the presence of the IAF in the Alto Beni

Lit
oral was formed for the purpose of buying a small motor and

buildin
g a canoe, s0 as to break the monopoly of an outside boatma
n

o .
n the obligatory river crossing for all producers of cacao and

bananas. T i
he motor was acquired with the pooled contributions of the

L g :
a

would b
enefit from this lower-priced transport. Soon after the suc
cess

with it
s first motor and boat, Litoral was able to buy another mot
or

“and b
uild another boat. Ten years after the coop's first motor

purchas i
e, it was still thriving, having expanded into cacao-marketing




56

consumer sales through the opportunities provided by affiliation

and

with E1 Ceibo.

Litoral currently plans to take on banana marketing--the

obvious "next step" after river transport--and has appealed to the

IAF, now a conspicuous donor in the region, for a large grant to

cover operating capital and the cost of marketing installationms.

Despite the success and the bold dreams, however, Litoral has not
expanded its membership at all, which has actually declined slightly
1ies. Though the capital

to 16 active members in a community of 56 fami

required for the marketing project desired by Litoral was obviously

ns that an expanded membership might make,

larger than the contributio

it is still significant that the desire to undertake the project

panding its membership

did not elicit any concern by the coop about ex

and increasing its internal capital.
El Ceibo provides an example of donor financing for marketing

that enabled the federation to break a capital constraint that perhaps

could not have been broken with expanded member contributions. The

four founder coopé of El1 Ceibo started by marketing cacao directly

in La Paz, which required almost no capital because they paid

y after they received payment from buyers.

participating producers onl

oops of CCAM started the same way, marketing rice

(The two founder ¢

and paying producers afterward.) It was difficult for E1 Ceibo to
expand beyond this first and limited success because it could not get

more producers to participate unless it paid them in cash at the
moment of purchase, as private traders did. Getting oui of this
dilemma, which has faced all marketing coops at one time in their
history, would have required operating capital beyond Ceibo's means
It was not until the IAF supplied the operating capital that the
marketing operation was successful in terms of volume, and in
stimulating the formation and affiliation of member coops. (Whether

thi i
s success can be sustained without IAF funds is not yet clear.)

Ceibo's wholes
ale sales operation for agricultural inputs and consumer

in 1l i
n 1981, which allowed it to provide the merchandise to the member

store
s on credit. If the IAF grants for operating capital allow

D . .
onors may find, in sum, that the more support they provide

s e

1

E

inz::ﬂz?ezadizois cond%tion their grants to coops on increased
docgima tz t: Egntrlbutions, members may still find it more
ootrable t X emselves a higher amount rather than bring in
iatie tlflizolas not to have to dilute the "sure" profits to be
oo on this arge new undertaking. The decision to bear a heavier
marpon Wous Th?as;er to take, of course, the better-off the coop
reject offe;s fr;; sips explain why the COINCA coop was able to
Pragect potential members to join the collective poultry




58

closer these groups come to realizing good profits, the more

unenthusiastic or restrictive they may become about encouraging new

members, or discouraging old ones from resigning. This dynamic may

help to explain why the studied groups reached their maximum membership

quite early 'in their history--and why their internal capital, in

relation to the level of their operation, got smaller as they grew,

rather than larger. Although the low internal capitalization of the

studied groups is just cause for concern, finally, it may not

necessarily prevent these groups from becoming effective at providing

certain services. This brings us to the next section.

Surrogate for a growing membership

Coop promoters tend to chastise their flock when membership

starts to level off very early, if not to decline. The promoters

s in cooper-

prescribe strong doses of organizing activity and course

ativism, and communities get scolded for mot being loyal to the coop.

As the coop becomes more successful, and hence more exclusivist, the

chastisement increases-—along with the courses in cooperativism, and

the funds for them. Increased membership, however, may not necessarily

be the appropriate remedy--if the economic activities are spilling

their benefits properly. 1In judging organizations like the studied

groups, therefore, we must be careful to separate out what is
m what is

happening in their membership growth (or lack thereof) fro

happening to their income-earning activities and the benefits generated

g L4

in turn, we must think a little differently about coops than
used to, a point I take up again later. o

As outside supporters of coops, our task is to select coops
not necessarily for their qualities of membership, but for the
activities with the distributional characteristics we value. As
suggested later, for example, we may want to stay away from colleétive
production plots and poultry projects because the spillover benefits
are meager--a surprising suggestion, perhaps, because many coop
promoters look at collective production as the quintessential communit
minded project. (A more practical reason to stay away from the y
collective agricultural production projects is that they rarely work!)
For Fhe same distributional reasons, donors may also want to stay |
away from coop funds for relending to members, since only the members
get the benefits. (Again, we have even better and more practical
reasons than this to stay away from credit, as discussed later )
We can be more sympathetic, in contrast, to pProjects involving ¢
marketing, Processing, transport and, in some cases, stores--because

of their communit - i
y-wide benefits, even when run by a small group 1

In another stud

¥s I have applied .
spillo pplied the same kind f
Puhlicf:zcigi other distributional traits of Varzou:nziziii of
as between urbzrojects, and also suggested how these traiz tiss to
, n and rural project settings (Tendler 1982b§ change
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A note of caution should be introduced here about the spillover

potential of certain activities—-or lack thereof. Good or bad

distributional characteristics do not inhere in an activity regardless

of when it is undertaken. Certain activities will show healthy

spillover benefits at one stage of their history and not at another,

and the better-off will succeed in appropriating more benefits at

one point in a coop's growth than at another. A marketing coop, for

example, may initially offer a better price to producers in order to

get business away from the competition, as well as to fulfill its

image as being different from the "exploitative" middleman. In

this case, producers will benefit not only because of the coop's

higher price, but because of the middleman's likel

of an increased price. El Ceibo is a case in point. In the beginning,

it succeeded in outbidd

ing producers almost deuble the price for their cacao.

y the same competition

however, Ceibo is now being slightly outbid b

against which it had originally won its stunning victory-—even though

domestic cacao prices are doing much better at keeping up with

ijnflation than other agricultural prices.1 The spillover potential

se in cacao prices in the first
cultural prices increased by less.
tually been falling in the last year, but a
st year in the price of the dollar in

o (a 90% devaluation of the peso) caused
to increase more than the international

1Whereas there was a fourfold increa
nine months of 1982, many other agri
World cacao prices have ac
tenfold increase over the 1la
relation to the Bolivian pes
the domestic price of cacao
price decreased.

y response in the form

ing the few large cacao buyers in the region by pay-

Five years later,
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of Ceibo's marketing, in sum, was stronger in its early years than
in th
e latter ones--an evolution that is common in coop marketing.1
We have seen, in conclusion, that coop membership was small
jnd not growing partly because the coops were unable to cut out the
free ride'--and also had little interest in doing so. Ironically
this lack of ability to internalize benefits, or make membership m;r
attractive, also contributed toward an important donor goal-;that e

of reach
ching the greatest number of beneficiaries possibl
e.

El Ceibo would d
isagree, sayi
mark s saying that with
et, prices offered by middlemen for cazzg tzilgriiigce in the

drasticall:
y~-in which case th
activity are still strong. e splllover bemefits of its marketing
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3 - Forced spillover and coop performance

igins of
The previous chapter started as a search for the origins

» low
1ow membership in the studied groups and, presumably therefore

",
impact. We discovered, among other things, the "free-rider problem’:

i ortant
one did not have to join the coop in order to reap its most imp

i dest
benefits Because donors are interested in achieving the broa

lains
possible impact with their funding, this discovery not only exp

of
the problem of low membership but it also reduces the seriousness

the problem for us. If coops are low ©

i d.
benefits, in other words, donor objectives may still be achieve

The spillover benefits identified above were characteristic

i -members
of certain types of coop activities that required that non-m

i costs or
be served in order to attain a high enough volume to cover

.

. . dual
stores possessed this trait, while credit operations with individua

' ivities
members and collective production efforts—--the other major act

undertaken by the studied groups—--did not.

d marketing (but not stores) exhibited strong natural tendencies
an

vide a
to expand as will be seen in this chapter, and hence to provl
’

stream of benefits that was growing.

and credit, for

services, and their agroprocessing operations--or charge non

These questions are the subject of this chapter.

ship but much higher on |
n membership the answers lead us into another area:

various coop tasks affect their performance,

In this and the succeeding chapters, therefore,

discussion of the four activities most common to coops:

members because it is good business.

In addition, agroprocessing

The opposite was true of stores

reasons discussed in this and the following chapters.

Stores cannot obtain bulk discounts on the purchase of merchandise,

Why did coops and federations allow the fruits of their efforts

to spill over to the rest of the community? Why didn't they deny

access to non-members in their stores, their marketing and trucking

-members

Why didn't they concentrate on activities in which the member's

contribution could be more closely tied to a palpable return--1like

equipment services, collective plots and poultry projects?

Though we start

the chapter with questions about why coops let benefits spill owver,

how the characteristics of

and the implications of

this for how donors make decisions about projects and monitor them.

wWe present a comparative

agroprocessing,

marketing (including trucking), coop stores, and credit.

Coops are forced to allow benefits to spill over to non-

Marketing, processing, and

stores require volume in order to pay off because there are scale
economies in.all these activities--at least along the lower end of
the scale where coops would operate if they restricted their services
to members. It is not worth keeping a store open and paying a

Storekeeper to supply only 20 families; at this level of operation,
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i i it does not make product.
t near-retail prices.
to buy wholesale a
and have

The new plant would also allow E1 Ceibo to obtain a price

. -loaded with premium for its clients,
e to buy a truck for marketing if it is half-loade
sens

since central processing would produce a

1
. better-quality dry cacao. Finally, the plant would free producers
) ]
the produce of only members; in this case, restricting

d deprives from the "laborious"
jces to members burdens one with high fixed costs, an P
servic

task of drying their own cacao. El1 Ceibo's

e dream started to come true in 1978, when Catholic Relief Services
f the opportunity to gain some control over sales price by |
one o

tivities rovided a grant for the association to build its own plant.
i large supplier. Non-member participation in some ac p . :
becoming a

Ever

hat they have since the plant was completed, however only half of its capacit
i ential for coops, in sum, if they are to achieve wha v ’ | )
s ess

hey bu on the average, was utilized.
t out to do for members: lower the prices at which they buy ,
set o

If the cacao-processing plant had

. s. The been so ardently desired by El Ceibo's grower~founders, why could it
handise and raise the prices at which they sell crop

merc

lant not be fully utilized?
of the El Ceibo federation and its cacao-processing p
story

The low capacity utilization of the E1 Ceibo plant has three
illustrates these points.

explanations: (1) in the beginning,

El Ceibo did not have the operating
El Ceibo and the cacao-processing plant

l 1
2

later with a grant from the IAF;

( 4B 1976) : (2) E1 Ceibo did not have sufficient
ion (CCC .

-processing plant in the reg

establish the first cacao-p

transport capacity to pick up the unprocessed (wet) cacao at the
ide

- eight-hour truckri

in the city of La Paz--an

The closest facility was

various coop collection points; and (3) growers, surprisingly, preferred
i of
tain to allow the buying
n, too far and uncer
away in the dry seaso

to sell their cacao home-processed (dry) rather than wet,
The new

ked.
H

H] 3 “ter

g

lIn 1977 and 1978, the home-processed beans bought by E1 Ceibo were
rejected by buyers in La Pagz because of their "poor quality,"
Substantial losses to the association.

inaugurated, was meant to r

quality to result from cent

causing
The new plant, still to be
ectify this problem because of the better
ralized fermenting and drying.

g
b s

plant in the region had failed.
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with central processing, produce a better product that would fetch

a higher price. In the solutions to the latter problem, moreover,
can be seen the impulses toward spillover benefits emanating from this

particular agroprocessing activity.
In 1981 and 1982, only 30% of the cacao sold by growers to

E1 Ceibo was wet; if the remaining 70% had been sold wet rather than

dry, this would have provided more than enough raw material to keep

the plant working at full capacity. The grower's continued prefer-

ence for processing his own cacao after the initiation of the E1l

Ceibo plant, the only one in the region, was a surprise: home

processing requires additional work, for which there is no price
1 . .
compensation, and one runs the risk of sunless days, which reduce

the quality of the dried bean. Cacao disease, however, introduces

grower's decision about processing. Blackpod

another variable into the

disease has now afflicted all of the Alto Beni's cacao plantings,

ominally almost three times

1Though prices paid for dried cacao are n
in equivalent terms

higher than for wet cacao, they are the same
because wet cacao is converted to dry cacao at a ratio of 2.86 to 1l--
that is, 2.86 kilograms of wet cacao gives one kilogram of dry cacao

(or one kg. of wet cacao gives 0.35 kg. of dry).

been increasingly

the mid-1970s, and yields have fallen
from about 25 quintales per hectare in
The problem is a result
s) and

2The cacao plantations of the Alto Beni have

afflicted with disease since
drastically since that time--
the mid-1970s to 5-10 quintales presently.

of two fungal diseases——witches' broom (marasmus perniciosu
the latter producers the inferior

blackpod (phytophtera palmivera);
beans, whereas witches' broom lowers the number of pods produced per
tree. Until recently, almost no research or extension resources had

been applied to this problem in Bolivia.

and beans fr
om diseased pods can be more easily discerned b
Yy a buyer

before the b
eans are fermented and dried. Like any oth b
er buyers of

wet cacao, El Ceibo 1
mposes a price penalt
y on the grower acc
ording

3

it is difficult
to discern the dis
eased beans, so that
s the buyer

cannot so ea
sily impose a price penalty. The average g
rower can

i

availability of centralized Processing

.

dry cacao
great enough to ind
uce growers to sell
their cacao w
et,

rather than
process it themselves. Part of the probl
em, in other

words, was tha
t E1 Ceibo was not offering a price premium f
or wet

cacao that wo
uld compensate for the Price penalties applied
plied to the

diseased bean
S.
In addition, the cost to producers of home p
rocessing

may not have been
as high as was assumed, given that the hom
e-processing

the househ
old of
pProcessing cacao is near zero may also
contribute,

therefore, t
> to the fact that
producers are still
selling their cac
ao

it wet,
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The cost saving to producers of not having to do their own

gh to compensate for the price

processing, in sum, was not great enou

penalty of selling unprocessed cacao with its conspicuous diseased

beans. Since El Ceibo was not willing or able to pay a price for

wet cacao that would compensate for that penalty, the new plant was

shunned by the producers rather than welcomed. For the Ceibo plant

to have fulfilled the dream of its founders, the price paid for wet

cacao would have had to be higher, disease would have had to be less

important than it was, oOT the real costs of home-processing higher

than assumed.

El Ceibo also could not buy enough wet cacao to keep its

processing plant fully occupied because oné needs to have highly

versatile and reliable transport capacity in order to get producers

Even if producers want

to abstain from processing their own cacao.

to sell their cacao wet, that is, they cannot do so unless they can

be absolutely sure that transport to the processing plant will be

available within hours after the beans are harvested. For this reason,

those who sell their cacao wet tend to be found in areas of easy

access to motorized transport. El Ceibo has only one pickup truck,
which is inadequate for collecting the amount of wet cacao that would

tilize the processing plant; the truck also

be necessary to fully u

does not have four-wheel drive, which limits its effectiveness on

the difficult roads between the processing plant and the collection

points. In order to utilize the processing plant, then, E1 Ceibo
would have had to make a complementary investment in transport
vehicles—~for which it had requested financing from the IAF--as well
as to pay a higher price for wet cacao. Even w'th more vehicles, of
course, E1 Ceibo would not be able to overcome the unreliable quality
of much of the road infrastructure, and the required river crossings
in the Alto Beni. The processing plant, then, faced some obstacles

ability to surmount.

The virtues of excess capacity

El Ceibo's underestimation of the problem of running a
successful processing plant is a common failing. 1Indeed, even before
the unexpectedly low supply of wet cacao became a problem, the plant
lay idle right after its inauguration because of a lack of working
capital to buy cacao. No one had included plants for working capital
in the plant-construction project, funded by Catholic Relief Services
due to an "oversight of project design" (IAF files). |
Coop founders and funders are often dazzled by the large
margins they think they see between buying and selling prices, and
’

feel that those margins given them the slack necessary to live with or
:vercome the kinds of problems discussed above. Though this kind of
unseeing" planning always comes in for criticism, it is often the
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positive results. The unexpected emergence of excess capacity,

for example, has been behind many of the innovations in the history

of manufacturings, when the excess capacity resulted from a newly

discovered lack of complementarity between different machines in an

industrial process, OT between the machines and the materials worked

on by them (Rosenberg 1969). These mismatches were often caused by

previous inventions, which increased the capacity of one part of the

productive process, or changed its characteristics, leaving the

rest of the process OT the materials deficient in comparison.

In a way that was analogous toO these historical processes

of innovation, the excess capacity in E1 Ceibo's plant clearly defined

the precise steps that were needed for its resolution--an increase

in the price paid for wet cacao, a more flexible and reliable transport

capacity, and a program to eradicate cac

would increase the grower's incentive to sell his cacao wet. Before

starting in the business of processing and marketing cacao, E1 Ceibo's

founders might not have had such precise information about what to

do. Since there were no processing plants in the area, no one would

have known, perhaps, that producers would prefer to sell their cacao

dry even when faced with the seemingly more desirable option of

selling it wet. or, even if El Ceibo had been more knowledgeable, the

capital necessary to make the complementary investment in transport

would probably not have been available, or outside donors might have

ao disease which, if successful,
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plant by it
y self, then, may have been the only possible first
step,

a
nd was of course a very dramatic one

How did E1 Ceibo respond to these precisely defined problems
and suggested next steps? Unfortunately for my interpretationm
s
Cei?o was not responding as vigorously to the excess-capacity problem
as it might have--for reasons having to do with the structure of the
ma
rket for cacao and the nature of the financing for the plant.l

The latter
reason is particularly relevant to the role that IAF
can

play in helping these constructive sequenc
P q es to take place, so I

El Ceibo's cacao plant was made possible by a grant from
Catholic Relief Services, with no repayment or interest obligations
On the one hand, the freedom from concern about amortization gave |
Ceibo the chance to start slowly and learn by making mistakes, not

s

having to worry about meeting amortization payments. On the other

hand, this fr
eed
om mean that the 50% excess capacity of the pr
ocessing

1
El Ceibo's worries
moreover wer b
an increasi : , were absorbed by anoth
of cacao innfiz aggressive price competition bz a gewe;aprOblem-_
area, who were threatening to severely uzge buyers
ercut

E1l Ceibo's 60%
Z share of the .
its operating revenues. Alto Beni's marketed cacao--and hence
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. 1 . .
did not provoke a crisis. This contrasts with the extreme crisis

provoked in the neighboring Bella Vista group, when it suddenly

could no longer meet the payments due on its truck. As discussed in a

subsequent chapter, these and similar crises can force organizations

to make constructive responses to their excess capacity, and hence

to turn those problems into a source of organizational growth rather

than failure.
One "obvious" solution to El Ceibo's excess-capacity problem

would have been to increase prices or other coop benefits to non-

members, as well as members, in order to encourage them to sell their

cacao wet. A price premium for wet cacao would have been a

significant incentive to deliver cacao wet, and would have given all

sellers of cacao an increased income, given that 70% of the growers

from whom Ceibo bought wet cacao in 1982 were not members. And a more

comprehensive and flexible transport service would have allowed those

who wanted to sell their cacao wet to do so, instead of having to

dry and transport it themselves because of the lack of reliable

1Though income from the plant was enough to cover depreciation costs

at an annual rate of 20%
was calculated at histori
studied coops. Given annual inflation rates o
these amounts did not reflect current costs. 1In late 1982, coop
management was thinking about using replacement cost for depreciation,
instead of historic costs, because of the 400% inflation in domestic
prices since the beginning of the year, and the 1,000% inflation in
import prices. (Almost all equipment in Bolivia is imported.)

¢ costs—--a common practice among all the
f over 20% since 1978,

(as well as operating costs), the depreciation

transport. Both these solutions would be determined by the necessity
of the processing plant to return an income and by its excess
capacity-—and not by any particular desire to benefit the population
at large.
El Ceibo, as noted above, did not see the excess capacity of
its cacao plant as a crisis and was not planning to pay higher prices

for wet cacao, though it was looking forward to augmeniing its’

transport facilities somewhat.1 Not only was it unalarmed about

the excess capacity, but it was finishing construction of a second
processing plant in the member community of San Antonio across the
Alto Beni River, with funding from the IAF, based on a projection of

buying 75% of its cacao wet (11,400 qq. wet and 3,800 dry)--in contrast

to the 307 it is not now able to exceed at the first plant. (Though
the second plant would not resolve the problem of the producer's
preference for selling his cacao dry, it nevertheless opened up a
buying market for wet cacao where there was none; San Antonio was at
the edge of an area responsible for 40% of the region's cacao production,
which required a broad river crossing by canoe to gain access to road

transport. The river crossing made the transport of wet cacao--with

1
El Ceibo was scheduled to receive a second pickup truck through a

grant from the Swiss development agency, COTESU, but the first truck

%s sufficiently old that the second may simply have to replace thzC

iirs;. Because of the poor quality of access roads, Ceibo cannot use
s large trucks for picking up cacao at community collection points.
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its greater bulk and perishability--unfeasible, a problem that would
be resolved by processing the cacao in the producing area.)

El Ceibo did have its own less urgent approach to the excess-
capacity problem, which turned out to be a vivid example of the
pressures that are inherent in certain tasks to provide spillover

benefits. In face of its need to buy more wet cacao, Ceibo had taken

an action that was contrary to cooperative principles and was
equivalent to increasing the price paid to non-members for wet cacao.
It decided to distribute the annual profits of the processing plant--
which were calculated separately from those of the cacao-buying and
other operations--to non-members as well as members, with the express
purpose of encouraging non-member sellers of wet cacao to sell to

Ceibo. Redistributed profits for sales of wet cacao were set equal

to those for dry cacao--20 $b. per qq. vs. 60 $b. (2.86 qq. of wet gives
1 qq. of dry; the price ratio is 3:1 instead of 2.86:1 because of

an implicit charge for processing). Since Ceibo membership represented

only 257% of the cacao growers of the area, one would expect that the
benefits of the profits from cacao processing would not only spill

over to the non-members but, as the plant increased its capacity

utilization, would be reaped more and more by them. Even by 1982,

non-members accounted for 71% of the wet cacao bought by Ceibo

(1,516 qq. out of 2,123 qq.) and, hence,

the same share of the

Processing plant's profits.l

rather than dry it themselves,

had the potential for Creating an even

more i
mportant externality for the farmers of the Alto Beni
eni. To

r

combating blackpod disease.

Those with lesgs disease, that is, had

less to lose
(in the form of Price penalties) by selling their bea
ns

wet cacao. As noted above,

many producers preferred to sell their

available only recently,

new methods. (The program,

and the significance of Ceibo's participation

in it, are described later.)

Until
recently, the Alto Beni's cacao

g

disease—combating techniques

Various factors contribute to their

47 (] eibo S d caca
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lassitude: a heavily promoted previous campaign of the Ministry of

ation of fungicides, which

Agriculture, based on the intense applic

turned out to be ineffective; the cost of fungicides; and the

necessity of vigorous and frequent pruning. The pruning not only

increases the management and labor costs of cacao cultivation,

but the first pruning requires a year or two of waiting before the

tree is producing normally again. Cacao farmers in the Alto Beni,

moreover, look at cacao as desirable because of its "easiness."

cacao "gives little work" in comparison to annual

Like many tree CYopS,

crops, they say, once you are past the clearing and planting and

the first few years, when the trees start to give enough shade to

prevent weed growth. But vigorous and frequent pruning, along with

frequent application of fungicides, makes cacao much more demanding

than it "should" be, they say, so why bother?

That the adopter of the disease—-combating techniques has

a place to sell his wet cacao will surely constitute a significant

incentive toward adoption in the region. Given that E1 Ceibo is the

e only processing

only buyer of wet cacao in the area (since it has th

plant), and given the premium it pays to non-member sellers of wet
cacao in the form of patronage refunds, it has the power to offer a

strong inducement toward increasing the low productivity of the

region's most profitable cash crop and only export crop. Consistent

with this view is the fact that the Alto Beni's lar

gest cacao producer

(four hectares in cacao)--who uses the latest disease-combating
techniques and has the highest productivity in the area (10 qq. d
per hectare)--is the largest seller of wet cacao to Ceibo (130. ry
wet and 13 qq. dry in 1982). a
By buying wet cacao and paying a premium for it to members
and non-members alike, in sum, E1 Ceibo was not only contributing to
increased inc?mes to all its sellers, but it was also inadverténtly
providing an incentive for the adoption of major productivity-
increasing measures in the cultivation of cacao. Though Ceibo was
generally concerned about the problem of cacao disease, and interested
in the wellbeing of all cacao producers of the region, it was clear‘
that the most powerful stimulus behind its decision to pay a premium
to non-members, in the form of patronage refunds, was the problem of

a powerful one, because the distribution of profits to non-members
undercut one of the few claims El1 Ceibo (or any cooperative) could
make as to why one should join—-i.e., the promise of patr
refunds. o
Before moving on to some other examples of excess capacit
and spillover benefits, I want to note that the El Ceibo story i y
s
:ne of a series of cases in which the studied groups behaved contrary
o the principles of cooperativism--in this case
» providing patronage

refunds to non-
members. In most of these instances, the behavio
r
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i 1so
e appeal of belonging to the coop, but it a

ned th
e y than it might otherwise

cau e(l he coop l() l) ea(l l)e e[ tS more Wlde

have domne.

The rice mills of Bella Vista and CCAM

do better. The story of the excess capacity of Bella Vista's truck,
told later, is another example; the low utilization of truck capacity

as perceived as a problem only when the truck's revenues could not
wov:: its amortization payments. To raise the mecessary income to
c

]

s but also to start marketing bananas,

s well as utilizing the off-sea

rate -
benefits to banana growers, a . A
orce
ity of the truck. Yet another example of
excess capacilty i
acity of rice
fits can be found in the seasonal excess cap y
over benefits

g s s
1

1 is completely
is harvested over a three-month period, the mil
rice 1s .
during which Bella Vista and CCAM ran

occupied only for that time,

he rest of the year,
ifts a day. For t
at least two shi
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less than half time, or shuts down completely; during the off season
the Bella Vista mill operates only on weekends.1

Mill capacity at Bella Vista and CCAM was greater than member
production, thus causing the benefits of the mills to be reaped by
non-members as well as members. Though both mills were buying rice
at prices roughly equivalent to those paid by private millers,
substantial benefits to members and non-members took other forms.
The location of the Bella Vista rice mill saved small producers a long
trip to the mills that previously had been closest—-in Caranavi, three
hours by truck in the dry season and more than a day on foot. 1In
many instances, growers would have to spend a week in Caranavi waiting
for their rice to be milled. The elimination of the time and costs
of such a trip was equivalent to a substantial income increase for the
rice producers. The CCAM mill was closer to private-mills--there were
three other CCAM-sized mills in the region, in addition to wvarious
small ones--and therefore did not generate any transport-cost savings
for farmer-sellers. But its sheer existence was still of significance
to small producers because they were less welcome at the private
mills, which preferred to buy in larger lots. CCAM also provided

important benefits to small producers in the form of honest weights

the mill operates

1Bella Vista operates two shifts for three months, CCAM for four to
five months. (CCAM has more storage capacity than Bella Vista, and
the effects of bad weather on transport cause deliveries to be
strung out over a longer period.)
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es of moisture and quality; it allowed producers to witness

and measur

the measuring of moisture and quality, and explained to them how it

was done, thereby providing them with greater marketing skills.

1la Vista and CCAM mills would have excess seasonal

That the Be

as not perceived as a problem or even a challenge when

capacity w
d--just as the difficulty of obtaining

the projects were being planne

wet cacao was not thought about when El Ceibo's first and second

processing plants were being planned, and just as the seasonal excess
capacity of the Bella Vista truck was not an issue, even though the
e harvest lasts only three months. After the two rice mills

coffe
s seasonal capacity was still

were in place, mOreover, their exces
tly because the equipment was donated and

not seen as a problem, par

necessary for the mill to earn income to cover

hence it was not

1y because shortages

operating costs and pay off a 1oan2——and part
of excess capacity. In 1982, for

of working capital precluded the use

example, CCAM milled 20% less rice than in 1981, because a working-

that peasant producers wait
d determined its quality in a

lThe private mills would often require
sily falsified by using a

outside while they weighed the rice an

small booth. Excess humidity could be ea
damp hand to make the measure. The benefits of the coop mill, of

course, would accrue only to those who could sell their rice directly
to the mill--i.e., those who did not have to sell at the farmgate.

f E1 Ceibo's plant, an adequate depreciation
en (20% or 25%), but at historic rather than current

2As in the case O
used for operating capital in the

allowance was tak
costs; depreciation funds were
mill and other operations of the coop.

(Also,

c
apital loan from a private bank was not disbursed on time

the harves
t was smaller.) After a while, the coop did start to s
ee

the exces
s mill capacity as an opportunity to earn more income

because of th i
e obvious sequence of additional steps and investment
s

revealed b it. y ps
y 1t Acting upon any of these opportunities, as the coo
]

g

on a sounder financial footing.

For th
e two rice mills, seasonal excess capacity could be

b

that re
quire drying and are harvested at different times of the
year.

of small farm
ers in the region. Bella Vista wants to use its rice

H

La Paz.
This would allow it to hold the coffee for longer periods

g

rice mil
1 to dry coffee, however, would not provide too much use

is onl
y three months long and overlaps with the rice harvest fo
T

one or two months.
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The expansion of rice-drying and storage facilities is a

second way to approach the seasonal excess-capacity problem. When

unmilled rice is dried, it can be stored for several months and

milled throughout the year, as capacity becomes available. Neither

Bella Vista nbr CCAM had the capacity to dry and store enough
unmilled rice to spread their harvest load throughout the year.

Nevertheless, CCAM still had the capacity to dry and store more than

it was currently doing, because the ability to store is dependent

upon another resource that the coops did not have--large amounts of

working capital to buy the rice crop. This brings us to the third

way of coping with seasonal excess capacity.

Storing the rice crop, and thereby spreading the use of the

mill equipment throughout the year, is desirable not only for the

greater use of capacity that it enables, but because the seasonal

price fluctuations in rice are usually quite high. Millers with the

drying and storage capacity, and the capital to hold their rice for

some months before getting a return, can mill larger quantities of

rice in any particular harvest year and sell it at higher prices

than those without this capacity. Marketing coops without access to

IAF-type funding usually cope with the shortage of working capital

by paying their members fully only after they sell the rice (or other

produce) that they buy. This is not a feasible arrangement, however,

when the production of one's membership is not sufficient to fully

83

alSO nOt fEaSible WhEH thEIE are pIivate mlllers in the area who

customaril i
Y Pay in cash--and advance cash to growers for their
pre-

harvest need
s. Thus when coop mills have to compete with privat
e

millers, as in the case of CCAM and Bella Vista,1 they have to pay
in cash and cannot settle later. Haﬁing to pay in cash and having
little working capital, these coop mills find it impossible to hgld
unmilled rice in storage until mill capacity is freed up and prices

are better,

Because the CCAM mill had more drying and storage capacity
than it was using, the manager acutely felt the shortage of operating
capital; his hands tied, he helplessly stood by watching the large
profits made by private mills that bought early in the harvest and
sold late. (IAF had provided some working capital to buy rice, but
it was not sufficient.) As a result of seeing these profits just
out of reach, CCAM tried hard to obtain operating-capital credit
from the private bank where it deposited its funds, and succeeded

disbursed to
0 late in the harvest Season to enable the federation t
o

1
Private rice mills
already existed i
and B . . n the areas of
great:ilgizzzﬁa mills, though the latter's competitiggtSa;thCCAM
are seven millge__izrggAg?urs by truck, in Caranavi, where the:e
. S area, the ;
of the same size, and various sm;llerr;ii;: three other private mills
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buy when prices were low, it was still a significant first achieve-

ment. After repaying the credit, CCAM was now established

as a bank client, which might not have happened if the IAF monies

had been sufficient. The excess seasonal capacity of the CCAM rice

mill, then, had pointed it in the direction of intenstifying its

efforts to obtain operating capital from the banks. The aggressive

actions of its nearby private competitors, mOreover, served as a

demanding model to judge itself by, and as a justification for

pursuing profits more vigorously.

Whether CCAM and Bella Vista will want to or be able to reduce

the excess capacity of their rice mills, the solutions pointed to

by this excess capacity all involve increased benefits to members

and non-members alike--in addition to increased income’for the coop.

1f Bella Vista were able to dry coffee with its rice-drying equipment,

for example, it would be able to make a better return on the coffee

it sold, and hence pay a higher price to the producer for his wet

coffee. 1If CCAM and Bella Vista obtained the drying and storage

capacity necessary to buy more rice and hold it longer--along with

the operating capital--the resulting increased profits could lead

to increased prices paid to producers, perhaps even preventing

harvest-season prices from dropping as sharply.

ding form the Inter-

nt Bank's Small Projects Fund; part of that capital
the rice mill.

1CCAM has recently negotiated UsS$500,000 of fun

American Developme
will be used for operating capital for
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As 1in the
cases of the truck and the cacao plant, there wa
s | S
a strictl
y economic motivation for the rice mills to expand .
pand or *

S

case of the re
trenchment of the Coop store systems, discussed lat
er.

coop memb
ership. The spread of benefits beyond the membershi
P

reduced the
attraction of joining the coop and hence the ability of th
oI the
coop to i
nternalize the raising of funds to finance these servi
vices.

]

from experi
Xp encing the low membership, and their low capital
contri-

butions, as problems.

COINCA and the winery

The desire of coops to expand marketing and Processing
activities is ?Ot always stimulated by excess capacity or other
conspicuous incompatibilities between the factors of production
COINCA opened a small winery, with an annual production of 10 050
liters in 1981, supplied by grapes purchased from member producers
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grant funds from a German volunteer organization, including three years
of full-time technical assistance from a German volunteer enologist.

In contrast to El Ceibo's cacao plant, COINCA's winery would

be able to handle only a small proportion of the Tarija Valley's

peasant grape production, and could not even accommodate more than

40% of the production of its 130 grape-producing members. COINCA's

volunteer enologist had wanted to produce a quality wine, which
differentiated the COINCA product markedly from other Bolivian wines

of lower quality. COINCA therefore found a special market for its

wine, succeeded in obtaining exclusive contracts at high-class

hotels in La Paz, and was also able to charge more for its wine than

the other Bolivian wineries. (Some of the large distilleries in Tarija

actually produce a grape-based whiskey rather than wine.)

Because of its activity in the winery business, COINCA was able

to benefit a larger number of member-growers than those from whom it

actually bought grapes, by serving as the payment intermediary for one

of the five largest distillery-buyers of grapes in the Tarija Valley,

the SILS distillery. (SILS buys about 22,000 qq. of grapes per year,

out of a total grape production in the department of Tarija of

In 1978, COINCA and SILS worked out an arrangement
ILS,

120,000 qq.)
whereby the member grape producer sold his grapes directly to S

and took the receipt to COINCA for repayment. Previously, SILS had

been paying the growers only about 20% of the total price for their
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succeeding months. Wi
. th COINCA as the
payor, SILS would free 1§
itself

from havin
g to make successi
ve payments to man
y small growers
s as well

paid with great delay.1

By taking over SILS's Payments to COINCA growers, COINCA
benefited because it could deduct from the Payments it passed ;n to
member-growers the loan Tepayments owed by these growers to COINCA
for production credit. Since the recovery of credit had been
:roblematic for COINCA, as for many other cooperatives, this automatic

oan-collection mechanism was very useful, reducing delinquency and
the costs of collection. COINCA also benefited from the arrange;;;; |
:ith SILS because of the 40% of the total grapes delivered that it
ept for its own wine production, it selected the high
est quality

grapes and turned the
rest over to SILS Thus i
. 5 it did not have to

4 cost saving t
g to COINCA, it also meant that member-growers produci
a high-quality o
q 1ty grape were not being compensated for ttat qualit
ity--

COINC
A says, voted for this arrangement themselves.)

This problem wa
s particularl i
conditions of ¢t i y acute in 1982, becaus
wineries in cregi BO}IVian eéconomy and a previous oerZitthe'severe
t-financed expansions. In October 1982 egglﬁn of the
s INCA
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What were the benefits to the peasant growers of all these

arrangements, if any? First, the COINCA-SILS arrangement stipulated

a fixed price for growers (1,450 $b. per qq.), at a level that was
higher than SILS had originally intended to pay, and also made a
commitment éo pay growers in monthly installments of 20%--a distinct
improvement over the previous uncertain prices and payment periods.
In 1982, in fact, growers selling to SILS through COINCA had been
paid off months earlier than those selling directly to SILS. Second,
as in most marketing transactions where small growers sell to

large buyers, the SILS brewery had tended to cheat growers on
weights and, particularly, on the determination of the sugar content
of the grapes. As part of the arrangement with SILS, COINCA and its
enologist insisted that they be able to monitor the determination of
the sugar content at the SILS receiving station--a short distance from
the COINCA winery. Members were strongly encouraged to let COINCA
know when they arrived at SILS, so that the COINCA enologist coula

proceed there immediately. This assistance contributed to an increased

return to the smaller producer, and taught him how to defend himself
better in the future. By forcing SILS to reward producers more
accurately and consistently for appropriate sugar content, moreover,
COINCA's monitoring led to a premium for high-quality grapes (if

only in terms of sugar content). The latter achievement has signifi-

cant productivity implications, since the absence of grading systems
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s g L] s e

intermediary!

to represent a
case of exclusive b i
enefits to membe
rs--and to only a

and the Bel
ella Vista and CCAM rice mills, that is, the COINCA win
ery

gave 1t a s
trong taste for expansion: it expanded production f
rom

s g 1 1

s 1t S ann 3 1
h ed a BOI]Wf a enolo S ou ()I ‘S own u ([ a IOud 1
] 1

f
O service was to end by the beginning of 1983

1
Only five of COINCA'
these producers

accounting for only 20% of
Py A total membership (130
Shareeg;higahas currently dropped to 400 and 20 cgg;sof S;E ool
Sanitay rg u?i growers in the total reflects not only.the eater.
q ed for grape-growing, but also the fact thatgreazerf
most o

c g

s 28 member coops produce grapes,

suited to
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The capacity of COINCA's projected new plant would exceed
member production capacity, thus requiring that COINCA extend its
purchasing significantly beyond members, along with the benefits

this will bring to small producers: honest weights and sugar-content

determination, more rapid payment, better prices and, in general,

better and more respectful treatment from a buying operation that is

run by an organization of peasants like the growers themselves. If

successful, in sum, agroprocessing can provide spillover benefits to

non-members through expansion--even if it starts small and has no

excess capacity.

Agroprocessing: the foot in the door

Under certain conditions, agroprocessing generates external
benefits for peasant farmers whether the operation expands or not.
One of the greatest obstacles to the advancement of peasant producers
and their organizations is their difficulty in gaining access to the
state and private institutions that hold power over them——through
control over prices, taxes, imports or exports, Or through

provision of crucial production inputs like credit, fertilizer,

seeds, technical assistance. Any event or sequence of growth that

increases the power of peasants to gain access to these institutions

is therefore worthy of attention.
COINCA is a good example of the access to power that coops

COINCA joined the association of distilleries

can provide. As a winery,
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in Tarija; and as a cooperative with grape growers, COINCA joined the
grape-growers' association.l In both cases, it was the only entity
in these associations that spoke for peasant interests.2 Both
associations were comprised of growers and processors who were larger
and more powerful than COINCA and its growers. In that five large

dist
illeries dominated grape purchases in Tarija Valley, moreover

th
eir interests (the distilleries) were the opposite of COINCA's

as
(as grape growers) with respect to matters of price, honest weights

and quality measures, and import policy. (Tarija is on the Argentine
border, across from which cheap grape concentrate can be imported if
domestic grape prices are felt to be too high.)

In defending peasant producers' interests in the grape growers'
association, COINCA was defending a much broader group than its member-
ship, since only a fraction of the peasant producers in the Tarija i
Valley were COINCA members. COINCA's participation in these associations |
also gave its members new and privileged access to marketing information |

5
V |

rice millers and, in Sa
nta Cr i
of rice cooperatives. uz, CCAM joined the national federation
i

Some member-growers of CO
INCA already bel
association as individuals, prior to ZOIECZ?geZnEgythe grovers’
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grape concentrate from Argentina in 1981--when frosts caused a short-

fall in the harvest. vThe majority of the members of the grape—growers‘

association were independent producers (i.e., without their own

distilleries or wineries) and, along with COINCA, felt that the

importation of the Argentine concentrate was depressing the market

for fresh wine grapes in Tarija--a deliberate tactic of the distilleries,

it was felt, to bring the Tarija growers into line.

The independent growers in the association wanted to petition

the government to stand behind and enforce the existing protective
The powerful

legislation against importation of the Argentine product.

minority of large distillery-growers in the association, of course,

was in favor of continuing the importation. COINCA sided with the

independent producers and worked hard in the petitioning process;

it was even present at a meeting with the President of Bolivia, who

met with the growers' association over this controversial issue on

arija and, with much fanfare, signed a document reinforcing

a trip to T

the government‘s commitment to the protective legislation.
the new agreement was not enforced, partly because of the failing

presence of the state during the last months of the military government

But as the new civilian government was about to take over

in 1982.
association and COINCA were hopeful

in October of 1982, the growers'

about getting their signed agreement enforced.

Unfortunately,

COINCA's st
ance in the growers' association on the question

of the Argentine concentrate grew out of its desire to protect the
grape market for its producers and, less obviously, to protect the
pPrice of wine by making it more difficult for its competitors to
produce cheap wine.l In taking the same side as the independent
growers, COINCA was joining in a battle of the elites vs. the elites
growers vs. processors--strengthening the side of the independe;t
growers and, at the same time, partaking of the strength of a group
with which it might never have been brought together in common cause
As a member of the distillers' association, in turn, COINCA felt it |
obtained invaluable information about market conditions and purchasiﬁg
strategies of grape buyers--a very important gain, since marketing
coops often flounder
world.z o :::a:szz: unfamiliarity with the marketing

. winery was small, then, it still
served to classify COINCA as a processor, and hence to gain access for
it to privileged marketing information and contacts in the world of

Processors.

1
COINCA'S qualit

y wine, of cour '
lower-qual ’ se, does not compet
Probab§yaaigzn2iges. But the maximum price CO?ECAec:;riﬁziy With
the more abundant°2 of a fixed differential between its winge 2
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i.e., it would be :gagzsiligned with those of the inéependént grgéei

any acti §==

therefore the price, of cheag wineons that would lower the cost, and

2
The lack of "marke
t intelligence"
prObl g e"' was one of th .
Southems and failures among low-income marketin e major causes of
(Marshall & Godwin 1971:90) g coops in the U.S.
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COINCA's membership iIn an industry association put it together

with those whom it normally saw as adversaries, in a way that could

lead to positive outcomes. It created a forum for the introduction of

peasant voices in a world where they otherwise would have no influence.

COINCA says, for example, that SILS (the major grape purchaser and

distiller in Tarija) was at first quite distrustful of COINCA's

presence in the distillers' and growers' association; with time, however,

the large company became more and more accepting of COINCA as a force

to be contended with. SILS even says that it now has considerable

respect for COINCA and, because of the latter's influence, is treating

its peasant sellers better, and being less "sloppy" with them about

determining sugar content--a change that is confirmed by COINCA.

SILS reports, MOTreover, that COINCA's member-growers are much less

timid now about determining the conditions under which they sell

their grapes.
Membership in private-sector processor associations not only

allows coops like COINCA to gain more familiarity with the market

oducers sell, but it also provides a vehicle for

in which their pr
In the

them to become known and respected in the business community.
private- and public-sector world of Tarija, for example, everybody

knew COINCA for its winery, and much less for its other activities.

Indeed, one bank that thought COINCA had a "bad reputation'--because

as discussed later—-

of mismanagement in its non-winery activities,
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ng regional
jations do not have the same policial power or strong g
assoc

i H the links

ression that the private-sector associations do; or
expre
coops are

between the national-level associations and the member P
business

tenuous; oOTr the Organizations are not as influential as pI ivate
’

ass s

affecting growers.

Patrons vs. processor associations

Among the studied groups, there was only one other path--outside
the processor associations—-to the business and government world.
That was provided by the outside "patrons" of coops--facilitator
organizations like ACLO, and volunteers like the German accountant
at El1 Ceibo, the German enologist at COINCA, and the priest at CCAM.

The acce

d to
i atron ex-priest continue
after CCAM's founding, for example, its p

tions
write the proposals for funding, and to obtain valuable exemp

i sport
from the almost 100% tariff charges on agricultural and transp
tems from
ipment and spare parts, as well as donations of these ite
equipm
i the
U.S. firms CCAM was unable, and had never tried, to obtain

i its
! was also evident in
lThe ey ohy the ba its ngiogoi iﬁzeiice mill was disbursed
hy the bank credi bursed ¢
eXPlanatiOZeizithé in serious losses to the mill gigauzirﬁﬁ, ou s
ot 1a§i,1ng early enough in the harvest season;as nObogy Lo 1y get
Staiainez was "out of the country," so there w
exp ’
the money out of the bank.
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to be little transfer to CCAM of the patron's power of access.
Many codps supporters would not feel comfortable with my

portrayal of the opportunity that agroprocessing provides to peasant

Coops to join industry associations. They look at these peasant-

industry relations as consorting with the enemy, as a "selling out"

of the interests of the pPeasant class, as a first step toward losing

class identification. ACLO, for example, points to COINCA's membership

in the distillers' association as one more example of the "betrayal"

by COINCA of the community-minded goals of peasant union on which it

was founded--and of its "excessive" interest in doing business, as

opposed to organizing communities. El Ceibo, similarly, looks down

its nose at the Bella Vista leadership for having joined the rice-

millers' association--thereby "selling themselves out" to the very

intermediary whose power their rice mill was supposed to break.

(Similarly, El Ceibo points out the conflict of interest involved

in Bella Vista's having joined the truckers' syndicate in order to

1
carry non-member cargo and Passengers.)

1El Ceibo's disdain for Bella Vista on th

less a purer class consciousness than it does a longstanding rivalry
between Bella Vista and El1 Ceibo over political hegemony in the Alto
Beni region. With respect to Bella Vista and the millers' association,
El Ceibo was never faced with the same kind of choice because its
cacao-processing plant is the only one in the region. With respect

to the truck, E1 Ceibo succeeded in getting permission to carry non-
member passengers and Produce without joining the truckers' syndicate,
because it had a friend at the Ministry of Commerce; thus it did

not need the membership in the syndicate the way Bella Vista did.

ese two counts reflects

Bella Vista, finally,
interests, and at great political cost,

has quite vigorously defended peasant class
[continues on next page]
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There is a danger, of course, that agroprocessor COOpS will

sometimes identify with agroprocessor interests in cases where these

conflict with grower interests. When Bella Vista sits down with

the seven other millers in the region, what prevents it from agreeing
to pay an artificially low price for rice, or from charging a higher
price for milling?l Would COINCA have so adamantly objected to the
importation of cheap Argentine concentrate if it had been producing a
cheap wine like the others? Though the agroprocessor coops are

certainly in a position to take actions not in the best interests of

their member-farmers, there is some protection against this when the

coop leadership is made up of growers and not processors. This was
the case in all the groups studied, where there seemed to be no

evidence of such a conflict of interest emerging--in contrast to the

obvious benefits accruing to coop membership and other peasant

producers as a result of coop participation in the industry associations.

[continued from previous page] by organizing the farmer strike in

the Alto Beni against the truckers and the military government.
Ceibo, in contrast, abstained from official participation on the
grounds that politics and business should not be mixed. For this
reason, Bella Vista is just as contemptuous of E1 Ceibo's "lack of
class consciousness" as El Ceibo is of Bella Vista's.

El

lPart of the answer is that price-fixing collusion among a number of
producers as large and dispersed as this one rarely succeeds; Bella
Vista says it sometimes charges less for milling than the agreed-upon
price, without the Caranavi millers even hearing about it.
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4 - Selling to the farmer vs. buying his crop
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coops to enter processing have been cited as contributing to the
failures of many agricultural coops in the United States (Milier &
Jansen 1957:458). It should come as a surprise, then, that processing
would turn out to be "easier' than stores. Finally, it is important
to know why the spillover potential of stores is difficult to realize,

because donors may be in a position to encourage Or facilitate the

realization of that potential.

The North American case gives us a clue as to why processing
seemed easy in the Bolivian case. There were two marked exceptions

to the generally gloomy history of processing ventures among North

American rural coops: one was dairy processing (milk, butter and cheese)

and the other was the drying of fruits (grapes, plums, figs, nuts).

Coop ventures in these two areas were not only successful, but they

are the most outstanding cases of sustained coop success in U.S.
history--as represented today by the powerful cooperative dairy
manufacturers of Wisconsin and the fruit-drying associations of

California. For both activities, home-processing was already being

carried out by individual growers, and a familiar and rustic technology

was available. 1In Bolivia, simple technologies were also available
for at least two of the three processing tasks undertaken by the
coops—--rice milling and cacao-drying; and both were home-processed

by growers. El Ceibo, Bella Vista and CCAM could therefore install

lKnapp (1969:215—217); Taylor (1953:472).

101

assistance. Thou
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administrative task, not the technical one. In order to sell their

merchandise, for example, coop stores often have to finance the
consumer by allowing him to buy on credit--even though this is against

the basic rules of Rochdale cooperativism. In processing (or

marketing), in contrast, the coop has no such problem and can sell

to the outside buyer for cash. Even if one must accept delayed

payment from the buyers of one's produce--as the E1 Ceibo base coops

had to do in the beginning, when they sold to one of two large

processors in La Paz--there are usually only one or a few large

buyers to collect from, making collection much less of a task. (Ome

also runs the risk, of course, of suffering a delay on one large

payment owing.)

With marketing and agroprocessing, the coop sells one's

product to an outsider who is often viewed as an adversary. This
contrasts sharply to the coop store oOT credit operation, where
collection efforts not only involve many buyers rather than a few,

but where one must collect from among one's own. It will be much

easier (and enjoyable) to be tough about collecting from the merchant-

outsider than about collecting from one's own membership. The greatest

debtors in coop store and credit operations, moreover, are often the

coop leaders themselves--because they have the power to give themselves

credit and because, as the better-off producers, they buy larger

goods than the rest. The collectors,

amounts of inputs and consumer

103

then, will ofte
n be the same
persons a
s those to be collected from-- ‘WV

something that wi
will never happen with a coop's sales of i
agricultural o

Produce. Given i
that delinquent accounts have been a ma-
jor problem in

b

between st ’
ores
and processing-marketing is a significant
nt one.

Unfortunatel
Ys the problems of CoOp stores cannot always b
e resolved

by selling onl
g only for cash--as discussed in the chapter on st
» stores
Agroprocessin |
8 and marketing requi
quire the buying of m
any small

lots of a ho
mo
geneous product, which are then put togeth f
er for sale

1 g

of a variet .
y of different
products, which ar
e broken down for
re-sale

Process of dis i
aggregation of heterogeneous products mak
akes record-

keeping mor

g e complicated than for agroprocessing and mark

arketing--
where th g
ere is only one product, one si 1
i } size, and one price --and
ntroduces i
myriad opportunities for loss, pilferage and fal
n alse

g g g’ n
(] r S

There is usuall
y some price diff o

to quality: th ifferentiation, of
of qualitz andem;ice mill will have two or tﬁree ;sgz:e’ accorqing
the cacao plant OfS;ure content, the winery of sugar c categories
however, is still ean quality. The total number of ontent, and

. low compared to store merchandi categorles,

se,




104

g units of a homogeneous product is less demanding of

of aggregatin

honest.
management and accounting skills, and less tempting to the dis
tion.
It is not Jjust that coop stores are fertile grounds for misappropria
is

i b
They also represent a new activity around which leaders will be

exercise
expected to engage in traditional acts of largess, and to eX

their responsibility to support certain community needs. Visiting

v members, for example, will have

dignitaries and accompanying communit

to be served soft drinks and beer for free from the coop larder.

i i
The produce acquired by coops for their processing and marketing

operations is less suited to these acts of magnanimity.

i e
Social pressures against mismanaging the agr1cultural produc

i
purchased by coops are greater than the pressures against helping

i i ly true
oneself to the wares of the coop store. This is particularly

i d
when coops cannot pay the producer until they actually market an

—-so that his 1livelihood is, for awhile,

receive payment for his produce

p marketing operations cannot compete

in coop hands. Though most cooO

, the
with private traders unless they pay cash to the farmer y

t get
usually start without the operating capital to do so and must g
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the farmer to sell to them on faith.1 They can compete the farmer

away from the private trader only with the promise of a higher price

to be paid at an indefinite future date, and with the commitment to

deal honestly. Many coops without the benefit of IAF funds for

operating capital are never able to move to the stage where they can

pay completely in cash--as the IAF coops do. Before El Ceibo had

operating capital from the IAF to pay cash for its cacao, for example,

it paid either nothing or only partially in cash and the rest later,

which caused many members to prefer selling to middlemen. In this situ-

ation, the ability of a coop to get farmers to sell to it is dependent on

the faith it can inspire in its honesty, as well as its marketing talents.
Many marketing coops have been undone by their inability to

pay the member-producer in cash, to meet the price offered by the

middleman, or to advance credit before harvest. Much coop rhetoric

regarding member "loyalty'" is directed to this problem: coops exhort

members to sacrifice the middleman's immediate cash payment for their

crops, or his credit advances, or higher prices, out of loyalty to

the coop. Strong appeals of this nature are now being made by El

lAll the studied groups started out buying from growers "on credit'--

i.e., without paying until they marketed the purchased goods. Only
with IAF funds for operating capital were they able to pay in cash,
and expand their purchasing significantly. The only exception was
COINCA, which pays only 20% down for its purchases of wine grapes,
but COINCA is also the only group to operate in a market where the
private trader also does not pay in cash. In contrast to El Ceibo,
Bella Vista, and CCAM, then, COINCA would not lose sellers to the
competition by not paying in cash.




106

Ceibo; though it can pay in cash, thanks to IAF operating capital,

it is having difficulty meeting the middleman's price. In the late

19th and early 20th centuries, U.S. marketing coops also struggled

with the problem of "disloyal" member sales to non-coop buyers--
unsuccessfully, however, until they hit upon the idea of '"the
maintenance clause." According to this clause, members had to pay

a fixed charge to the coop, proportional to the grain they marketed,

whether they sold to the coop OT not (Knapp 1969:76, 94). (This would

not be too helpful to the Bolivian groups, of course, since a large

share of the farmers from whom they buy are not members. Thus the

Bolivian groups must meet a tougher market [as opposed to membership]

test, since they have no hold over non-member patronage if they

cannot offer a good price and good service. 1f they pass the test,

they do not have to WOTTY about a maintenance-clause arrangement,

since they can fina

and selling--to which non-members as well as members "contribute.’)

When coops cannot pay completely in cash, the farmer-seller

has to sell to them on faith. Having to inspire this kind of faith

is a hard taskmaster for the development of management skills--at

least with respect to controls and pressures against graft. With the

coop store, there is no analogue to this internal control. 1If

merchandise gets pilfered, or is sold at a loss, 1O particular member

or group of members will suffer.

nce the operation out of the margin between buying

167

Prices, healthy businesses, and social goals

Coop stores like to charge '"low prices," at least when they
first open. This also puts stores at a disadvantage in comparison
to agroprocessing and marketing. Prices that are lower than the
private merchant's are taken to be a symbol of socially responsible

bEha i - i i
E]

often th
e case in the stores I visited. The care taken by coops

not to behave 1 " i
ike the "evil" middleman places a significant

constrai i
int on their attempts to cover their costs--let alone on

their i i i
interest in doing so. When buying for the store instead of

sellin of
g, course, the coop has no such conflict between its business
objecti i i
i ves and its social concerns; both will dictate that it bu
y

store merchandise at the lowest prices possible.

Agroprocessing and marketing are different from stores in
that the social and business aims are highly compatible in both
buying and selling. As in buying for stores, the selling of agri-
cultural produce involves a transaction with an outsider--who is seen
as better-off, exploitative or just simply impersonal. There are no

lDes i
to cznzsmzzis(gfl%Ef’ as noted elsewhere, greater benefits accrue
products, and (2 in the form of honest weights and unadulterated

’ ) from the opening of stores in places where there

are none, even if full
prevailing prices are
larger transport savings to the consumer charged, because of the
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prices can translate into higher purchase prices for growers and at
the same time increase the returns to the coop business.1 All this
is in direct contrast to the coop stores, where higher selling
prices can also increase the returns of the business but at the cost
of store patrons and the coop's image as a benevolent force in the
community.

With respect to selling prices, then, marketers and agro-
processors do not suffer the same conflict between business and
social goals that stores do. This same conflict, however, would
seem to exist at the buying end of coop agroprocessing, as distinct
from selling. It will be in the coop agroprocessor's business
interests, that is, to pay the least it can to the grower, in order
to cover its costs better or increase its margins. Indeed, many of
those who criticize coops for being dominated by elites point to
just this kind of conflict of interest, arguing that én elite coop
leadership will opt in favor of the coop's business interests in
this kind of situation, instead of the good of the grower. Two

aspects of the structure of the marketing task can prevent this

1Even if the price paid by the coop to the grower is not higher than
the middleman's, the grower is still better off for the existence

of the coop-agroprocessor in the region--because of its honest
weights and quality measures, and because of the savings to the
producer in transport costs if the coop agroprocessor is the only
one around--as in the case of El Ceibo's cacao plant and Bella

Vista's rice mill.
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conflict from taking the shape suggested by the critics. One is that
coop members, as growers, will complain vigorously if buying prices
start to fall. As long as the coop leaders are growers and not
traders--as was the case in all the groups studied--then the leadership,
whether elitist or not, will have a strong self interest in not
pushing buying prices down. This in itself is an important reason
for the IAF to choose its marketing coops carefully, as it did in
the Bolivia case, avoiding groups with strong merchant representation
in the leadership.l

The price floor set by private traders, ironically, is also
important in preventing marketing coops from paying prices that are
too low to growers. If the coop wanted to increase profits or reduce
losses by setting its prices lower than private traders, it would
immediately lose its market to these other buyers. This rock-bottom
middleman's price would not seem to represent a significant constraint
to coop price-setting~-since coops usually characterize private-
trader prices as exploitatively low. But all the studied groups
turned ogt to be paying prices for grower produce that were as

" " :
low" as those of the private traders, at least some time after their

1

In organizing the COINCA base coops, ACLO deliberately chose small
villages rather than the larger rural towns as the focus for coop
organization--even though this meant a much more dispersed organizing
effort--because the towns were the base of merchant elites who had
tended to dominate coops organized there in the past.
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startup years. This was true of the price paid for rice by Bella
Vista and CCAM, for cacao by El Ceibo, and for grapes by COINCA.
Although the prices paid to the farmer by private traders
are sometimes no less than coop prices, this may reflect the end of
a process gf upward adjustment by the traders, in response to the
competition of the coop--as the coops themselves often argue.
In three of the four cases studied, however, the structure of the
market suggests that this was not the case, because the coops had
the capacity to buy only a small share of the market, and therefore
represented little competitive threat to existing traders. Only in
the case of El Ceibo might the argument be valid: though private
buyers now pay at least what El Ceibo pays for dry cacao, El Ceibo
buys 60% of the cacao marketed by producers in the region. (Another
30% is bought by'two or three large buyers, and the remaining amount
by various small buyers.) Yet the large buyers are now trying to
outbid E1 Ceibo, always keeping a little ahead of its price increases.

El Ceibo, in turn, lives in constant dread of defecting seller-growers,

1As a result of extreme devaluation of the Bolivian peso in 1982,
cacao prices were on the increase throughout the year, hav%ng‘
quadrupled in the first ten months of 1982. (All of E1 Ceibo's

cacao is exported.)
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even among coop members,1 feeling that it cannot afford to comstantly
outbid the price offered by the large private buyers. Without further
empirical evidence, then, it is just as plausible to assume thét the
private traders are forcing El Ceibo to keep its prices up, as to
assume the contrary.

CCAM in Santa Cruz also showed signs of running to keep up
with the competition in the price it was paying for rice. During
the recent rice harvest, CCAM reported, private mills had been paying
kickbacks to independent truckowners to bring the rice to their mill
rather than to any other's. (The kickbacks represented a response to
an unusual scarcity of rice in that particular harvest season, causing
mills to compete in this form for their raw material.) CCAM, which
does not have sufficient transport to haul all the rice it mills,
found that independent truckdrivers who had received such kickbacks
were refusing to carry rice to the CCAM mill, even when a member-
grower asked that it be sold there. Against its wishes, CCAM finally

decided it would have to pay kickbacks to truckers itself, a practice

1The wives of some coop members had argued with their husbands, over
this issue. The wives favored selling the family's cacao for the

best price, and some even secretly sold to private buyers behind their
husbands' backs. Because of this problem, E1l Ceibo suddenly became
aware of the fact that it had not paid any attention to women in its
programs of cooperativism, in which coop membership belongs to the
husband and coop courses involve only men. As a result, El1 Ceibo
decided, it had not "adequately educated" the women about the benefits
to be gained from being loyal to El Ceibo rather than the middleman.
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it held in contempt, in order to assure an adequate supply for its
mill. Under these conditioms, it would seem that part of the kickback
would have been translated into higher prices to producers.
Indirectly, then, CCAM was forced by private traders to pay more for
jts rice than it normally would have.

Even though a coop may decide against grower interests to
pay a lower price in order to earn a better income, in sum, it may
be prevented from doing so by the aggressive price behavior of private
traders——as in the examples of CCAM and El1 Ceibo cited above. The
“avil" middleman, in other words, may play a surprisingly constructive
role in keeping coop marketers from sacrificing grower interests to
pure business goals. Though I portray the private trader's upward
price pressure on marketing coops as a healthy discipline, finally, .
this is exactly opposite to the picture painted by the proponents of
coop marketing: coops will compete middlemen into paying better
they say, or force them entirely out of the business. A

prices,

more accurate picture, then, is one of the private trader and the coop

both being subject to the discipline of competition--which has been

1 rice was indeed high in 1982, due in part to a
sigilp;i§3e2£. As a result, rice became more profitable todzlaii
than sugar cane for the first time in Santa Cruz. .Some prg ce
even switched from cane to rice, an unusual gvent 1g a ;e% on
where cane and rice have characterized the distinction be ween

commercial and subsistence farmers for years.
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increased by the coop's arrival on the scene--and passing the benefits
of that competition onto the grower..

From the stories told above, it would seem that coop processing
and marketing operations are able to pay higher prices to producers
only for a brief time-—until costs catch up with them and middlemen
retaliate. The coop traders may therefore do better at providing
benefits to producers through mechanisms other than price--nearby
locations, honest measures, advice on how to sell to private buyers,
and respectful treatment. This means that paying a high price to
producers represents less a sustained benefit of coop marketing
activity than it does a way to get a coop started. The high price,
though perhaps not sustainable, makes for a dramatic beginning—-
attracting people's attention, getting them accustomed to selling
to the coop, and making them aware of other coop services and benefits.
The only danger of this sequence, of course, is that producers will
not get "hooked" enough by the other benefits or services during
those early high-price years to maintain their allegiance to the new
coop buyer, once the prices tend back toward middleman levels. 1In
a later chapter, we will have more to say about certain stéps'that
might be taken after the decline of price benefits.

Agroprocessing and marketing, to bring our discussion back
to its origin, are in some ways more felicitous activities for coops

than stores. When the marketing coop sets the price to be paid to the
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grower, the structure of the market limits the potential for

incompatibility between the coop's social and business goals. When

the price is set at which the product will be sold, there is complete

compatibility between the coop's social and business goals. When

stores have power over buying prices, of course, business and social

goals are also compatible. But in the setting of selling prices,

these goals are in direct conflict.

When small is better

Before closing this comparison of coop marketing and stores,

it should be noted that agroprocessing and marketing do not have

it over stores in every way. In comparison to stores, for example,

processing and marketing require large amounts of capital, not only

to establish the processing plants and to buy trucks, but to buy the

crop. (Coops cannot pay cash for the produce they buy withou

capital, and they cannot compete with private traders without paying

cash.) Though stores may also require operating capital, their

establishment costs will be much lower, as well as the operating

capital required. Stores can start tiny and build up their sales

and capital levels gradually, moreover, while marketing and processing

operations cannot begin so small.

Store purchases and sales are spread evenly throughout the

year, at least for consumer goods. Though sales will peak after

the harvest, and be low before, this variation will in no way create

t operating
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the concentrated capital and managerial demands of buying and selling
a crop during the harvest period. (Rice, coffee, and wine grapes

are delivered for marketing over a three-month period; cacao is

less demanding since it is harvested over seven months, and bananas
are least so because they are harvested all year long.) Coops with
modest capital and no access to outside funding, then, will be better
able to start a store than a processing or marketing operationm.

Marketing and agroprocessiné not only suffer from the

concentration of capital and managerial demands during certain times
of the year, but success can be very difficult to handle. A good
sale, with selling prices greater than anticipated, can flood a coop‘
with an overwhelming amount of money in a short period of time.
Though this kind of windfall ought to be a joyous event and not a
problem, young coops often cannot handle such sudden wealth This

is exactly what happened to El Ceibo, in its first years of marketing
cacao. Overwhelmed with cash after receiving an unexpectedly high
price for its cacao, Ceibo ended up losing a good part of this windfall
through unwise urban investments and theft. Stores, with their calmer
and more predictable streams of income, do not create these kinds of
problems.

In processing and marketing, one mistake in the timing of

buying and selling can wipe out the major part of a coop's capital
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weeks in expectation of a higher price, only to face a price that
complain, but they do not always recognize that every time they sell
s

was lower than that at which it had bought. Store operations are
the retail prices they charge can also be higher--if they raise them

much less vulnerable, because items are sold a few at a time, and
Coop stores, in sum, may sometimes compound the losses of

prices of inputs and consumer goods do not fluctuate as wildly as
a mistake in overbuying stock by not raising prices so as to reap

those of agricultural commodities. Managing a store operation,
windfall inflationar
y gains. I h
unlike marketing, does not require perfect availability of tramsport, n this sense, the large and brutal
los
ses that can be made in marketing are perhaps an advantage rather

or skill at split-second decisions to buy and sell. 1In the
t ,
han a disadvantage, in that the conspicuous presence of this large

inflationary environment of most Latin American economies today,

risk elicits extremely watchful behavior. With stores, in contrast
3

moreover, mistakes in overbuying for stores can be turned into
the loss is not so dramatic or so easy to visualize.

It happens

profitable investments, by selling the old stock at the inflated

d -
gradually--not as a result of doing something wrong, but as a result

prices. COINCA made just such a happy mistake: it ended 1981 with a
of not doing anything at all.

year's excess supply of fertilizer and other inputs, which was followed
Before leaving the subject of processing and marketing to

by a severe devaluation in 1982 that increased the prices of these

ex
plore coops stores further, I wanted to comment on one more

items by ten times.
important aspect of processing activities.

Many coop stores do not keep as abreast of inflation as they

might, and thus they lose rather than gain with inflation. They

are often ill-informed of recent price changes, particularly when
they are located in remote areas, l1ike the Alto Beni. Keeping
prices up with inflation, moreover, carries the stigma of behaving
1ike a private merchant, which coops are always trying to avoid.
Finally, the losses incurred by not marking up past stock are not
always understood by store managers. They understand that every

time they buy the wholesale prices are higher, as they frequently
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Except for some of the agricultural equipment, all the capital was
d coop strength
5 — Donor weakness an

acquired with donations from the IAF, Bread for the World, and various

U.S5. companies through the efforts of CCAM's patron priest. The
often criticized for being too lavish with capital o . p p
Donors are "over- agricultural and transport equipment do not make a profit because
j Bella Vista coop, for example, is said to be o
projects. The Be tore, two of low rates and the fact that they can function only six months of
capitalized" with a large headquarters building, a large s s

the year because of the long rainy season; the rice mill, though
t sets | |
trucks, and a rice mill--all donated by three differen
large trucks, an

holic Relief profitable, has excess storage capacity because of an inability to
£ outsiders (the IAF, Bread for the World, and Catho |
of o

g

Notwithstanding this largess, critics say,

Capital extravagance
cacao-processing plant. g

intensive ways of support. Our discussion of the virtues of agro-
excess cap

rocessin
keep track of sales. p ;

however, allows us to see some positive aspects of the
d with buildings--including ' . . . .
E1 Ceibo, similarly, 1s well-endove donor bias toward capital projects. This means that agroprocessing,
i itories--in addition to

ing hall and dormi

T e N and the capital installations required for it, is different from

i kup W - i p t and a | | .
a P c H]

i lant runs at
d one near completion. Though the processing P
secon

1 5 / a i s H] g
o

store, and a modest pickup truck; its only
unlike many of the other processing install
it works at fulil capacity.
with a new building,
winery.

ented headquarters and
"luxury" is a winery that,
ations, is so small that
COINCA is now building up its capital
financed by IAF, and a project to expand the

a g s g i

] s g g H
s

d-sized store.
ic's shop, and a goo
completely—equipped auto mechan ’
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processing facilities acquired by the studied groups, including the
IAF-funded acquisitions, were donated and therefore did not have to
generate income for debt amortization. Thus if the coop were slow
to use its processing facilities efficiently, or even let them sit |
idle, it would still not lose this capital. The investment would
always be there, ready to generate income, whenever the coop decided
to improve its management.1 Transport and agricultural equipment,
also donated, shared this quality. Though critics of donated or
subsidized capital projects point to this lax performance as an
adverse effect of not charging a market price for the capital, such
permissiveness also gives some crucial time for learning.

In contrast to capital projects, the poor management of stores
and credit operations will result in a dwindling of one's capital
right from the start--as happened to the studied groups. By the time
the coop starts mending its ways, a good part of its capital may
be gone. The learning period for the studied groups seemed to take
about three to five years, after which time (and inflation) the
original funds were almost completely lost. In some cases, the coops

e
were able to continue their store or credit activity only becaus

they had obtained new funds in the interim from other sources—-new

that
1Poor management, of course, also invgizes zhe Z;niz gi Zigiztizm
i se
in a piece of equipment. This no
:izhrthz cagital facilities of the studied groups, perhaps because
the equipment was not sophisticated.

121

IAF grants, profits from agroprocessing, bank credit. It is a
testimony to the importance of production credit to some of the
groups (CCAM and COINCA) that even after such a hard lesson in
decapitalization, they were still looking for ways to continue their
credit programs on an improved basis--particularly CCAM. The latter
even sacrificed the profits of its rice mill in order to recapitalize
the delinquency-ridden credit fund and to pay an unexpécted increase

in interest on credit taken from a private bank and lent to individual

1
members.

One would think that the higher penalty for mismanagement of
stores and credit operations would force coop management to shape up
with greater rapidity. Hirschman (1958:139-43) has made jusﬁ such
an argument in favor of high-penalty tasks, in the course of trying
to explain the surprisingly good performance of developing countries
in the maintenance of airplanes--in contrast to their laxness in
maintaining other kinds of equipment and constructioms. In contrast
to the airplane case, however, the penalties for bad management in

stores and credit operations come gradually and with a substantial

1
CCAM's loan contract with the Banco Hipotecdrio, made in late 1981,

stipulated an interest rate of 27%, indexed to the foreign exchange
rate. By the time repayment was due, the interest rate had risen
to 57% (as a result of devaluation and inflation) and CCAM felt

it was not fair to charge this unexpected interest increase to

member-borrowers. It therefore covered the 30~point differential
out of the rice-mill profits.
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lag~—in comparison to the suddenness, immediacy, and tragedy of an
airplane crash. Unlike improvements in airplane maintenance and the

management of processing facilities, moreover, the task of improving

the management of stores and credit is socially quite difficult: it

requires being hard on one's own friends, and changing oneself from

being a person who gives to one who takes away.
Donated capital facilities not only show greater tolerance
for learning, or just plain laziness, than does capital for credit

and store operations. In certain ways, capital facilities are also

more demanding of performance. When donors buy agroprocessing

installations and other equipment for coops, that is, they are providing

the coops with the capacity to earn income, but not the income itself.1

In order to actually earn income from the donor-provided asset,

the coop will have to perform as an enterprise. If it does not, the

donor's gift will have left it with nothing, except for the few months
of prestige one can get out of owning a shiny new piece of equipment.
Thus although the capital invested in agroprocessing or other physical
assets may be tolerant to a period of poor management, the income to
be realized from this asset is not. This is equiﬁalent to providing

grants to coops with substantial strings attached: the income can be

realized only through good management. With donor grants for budget

1
I owe this point to Albert Fishlow.
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support and non-revenue-generating programs, like training and
agricultural extension, the coop does not have to perform first in
order to get the income. Ironically, it is these latter kinds of
activities and their recurrent expenditures that have recently been
pointed to as more deserving of donor support than capital projects—-
or, at least, as having been neglected in the past because of the
greater attraction to donors of capital projects. Thev"lavish"
capital projects of donors, then, turn out to have their redeeming
side.

Agroprocessing and transport, in sum, can be carried out
for some time before adequate management and accounting skills are
in place. Laxity in the management of a rice mill or a truck will
simply result in the failure to earn income from these investments-—-
a high penalty, of course, but still much less than losing one's
capital in addition to one's income-earning capacity. Because capital
facilities will not yield their potential income and benefits without
better management, they emit strong incentives for coops to improve
thei?‘management, as well as giving them a laboratory setting in which
to practice. Stores and credit operations are different: éhe
administrative skills required are greater, and the '"grace period"
during which one can go without them is shorter. Without proper

management, the capital of the stores and credit operations will

dwindle to nothing.
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Collective contributions and capital weakness

The donor indulgence in capital projects has another positive
gide to it. The ease with which coops can mobilize capital contributions
in the form of labor for their construction projects--as described
in an earlier chapter--is complementary to the "capital weakness" of
donors. Construction of a coop processing facility provides an
opportunity to mobilize capital in a community where cash 1is scarce.

The construction projects, in addition, are a good way for coops to

get started, because of their immediate results and their value in

mobilizing membership and community support. Though it might make

better sense to get managerial and accounting skills into place first,
this more modest kind of a.program is so much less appealing than a
construction project that it would probably leave the fledgling coops
with no adherents at all! (Also, it is difficult to teach managerial
and other such skills without having an activity around which to |
teach them.) Construction projects, finally, provide an opportunity
for coops to accept outside funds in a dignified way——because it
allows them to make a substantial capital contribution of their own,
in the form of labor. The pride of ownership resulting from having

contributed to a capital project, in turn, can cause coop members to
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exercise more responsibility in making decisions about the management
of the operation.l

When completed, construction Projects show only their
"extravagant" side. One sees only the equipment and the physical
Structures--sometimes lying idle, and almost always looking more
substantial than the coop's administrative skills. But one does not
see the embodied capital contribution in the form of lébor, the
memberships that were elicited, and the sense of dignity and mission
that the construction imparted to the coop's first days. Seemingly
less extravagant projects--~like funds for operating capital or
credit Fo individual farmers--require no such sacrifice by coop
members. The wasteful use of these latter types of funds, moreover,
will be less conspicuous in the community than will equipment that

stands idle.

Equipment and construction, then, may indeed exemplify the

propensity of donors to finance the wrong kinds of projects, but

th
ese projects also represent the strength of the community in

i ,
Co;p:::tzzethsf:tgfounds that an IAF evaluator criticized a proposed
poopera mategi : o-storage project in southern Bolivia (Orlove 1982:11)
rather crater als and labor for the silos were to be purchased . .
o rigte oo g?ated, the evaluator said, members would have less of
Pt g thz ue?ce the management of the storage operation.
pointan bone e;a uator of CCAM's problem-ridden store operation
Theed Lo e fact that members were not required to contribute to
re's capital as causing them to feel little responsibility

or concern for the st !
enane 1962.3.095. orekeeper's excessive use of store credit
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1
mobilizing for something it wants.

In trying to reform their ways, f : 6 - The proverbial store

i ipment and
T less about their weakness for equ
donors might worry My casting of coop stores in an unfavorable light in previous

construction--which perhaps will never be overcome--and more about
chapters, in comparison to agroprocessing and marketing, would seem to

d
the ways in which to "force" the linkage to better management an

be inconsistent with the fact that many coop stores prosper. Almost all

use of the constructions, once they are in place. I will look at

the studied groups, after all, had a store operation that had at one
some of these possible linkages later. time or another turned at least a small profit. 1In 1981, E1 Ceibo made

a profit of 47 on its wholesale merchandise operation (16,000 $b. over
sales and inventory of 386,000 $b.), and Bella Vista made 5% on its retail
store (130,000 $b. over 2.4 million $b. in sales).l Despite the profits,

however, most of the store operations had undergone serious problems,

and had reduced the span of their operationms.

Success and retrenchment

COINCA's store started out as a wholesale-retail operation in
the city of Tarija, selling inputs and consumer goods directly to the public
and wholesaling these same goods to 18 affiliated stores of the member
coops. COINCA eventually abandoned the consumer goods, partly because it
could not compete with private merchants, who were buying low-price contra-~

band goods from across the nearby Arginetine border. (COINCA continued

lThe income figure includes 131,000 $b. in profits carried over from
1980, roughly equivalent to the profit earned in 1981. Profit

1Not all extravagant capital donations have this positive side:
figures were not available for CCAM's and COINCA's retail stores.

equipment not housed in a construction, like trucks and trac;zii;
quuires no labor input to acquire and therefore no opportun
to attract membership and capital contributions.
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to provide short-term loans to some member stores, however, to acquire or were expelled by COINCA for non-payment. By late 1982, only one
b

their consumer merchandise directly.) Supplying consumer goods was of the stores was considered to be viable in the opinion of COINCA

difficult, COINCA also reported, because of the variety desired by staff, and the input program was gradually decapitalizing, because
’

of delinquency and failure to keep prices abreast of inflation.

the member stores, each one asking for different goods and brands.

Keeping up with this demand was difficult, and would have required CCAM reacted even more vigorously than COINCA to similar

the stocking of a large variety of goods and brands, many of which problems of wholesaling to its member stores. In 1977, it started

would sell slowly. Actually, the availability of "relatively out retailing inputs and consumer goods in the rural proVincial

abundant” donor funds for working capital had caused COINCA to over=- capital of Mineros, and wholesaling these same goods to nine member

stock the member stores, "leaving scarce capital tied up on the store stores (with a goal of expanding to 12 stores). (Mineros has 8,000
s

1 ,
shelf." inhabitants and 36 similar retail stores.) After four years of

By 1981, COINCA was supplying its member stores only with problems and losses with the member stores, CCAM had to abandon its

agricultural imputs, farm tools, and animal drugs. Despite this wholesale operation completely and continue only with the retail

retrenchment, it still had problems with member stores that did not operation in Mineros. Established bookkeeping methods had not

pay within the liberal 90-day period; the member stores suffered from been followed, nor did the cooperative councils of the member coops

problems of mismanagement and graft, inadequate bookkeeping and and the association demand them. When IAF funds for operating capital

management skills, difficulty at recouping payments on sales made arrived, the central store allocated stocks to the member stores without

to consumers on credit, and political pressures to charge low prices. the least requisites and without attempting to train the members of

For these reasons, six of the 18 member stores had failed by 1982, the coop committees that would be monitoring the stores Both the

central and the affiliated stores sold on credit without any written

lhealy (1982:20-21). Medina (1982:3.09) reported such overstocking by record or additional charge; storekeepers, who were member-volunteer
> - ers

CCAM when it received its IAF funds, spending them "without much
regard for sales volume or knowledge of it." El Ceibo's wholesale
operation may be suffering from the same problem; the 1981 financial
report shows a level of merchandise inventory at the end of the year
that is 70% of the value of sales for the whole year--167,000 $b. vs.

236,000 $b. (E1 Ceibo 1982).

working on a rotating basis, had complete control over credit decisions,
and could leave their tour of duty simply by indicating the list of

debtors (including their own debt), without having to repay their own
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debt within any particular period of time. The two alternating
shopkeepers of the central store distrusted each other so much that
they failed to carry out their-task of monitoring the substores,
because each did not want to leave the store to the other. (For the
Same reason, neither trusted the other to work alone, so that both
‘worked at the same time instead of alternating, as they were meant
to.) Finally, ccaM leadership displayed little interest in these
Problems, their attention being absorbed by the rice—milling and
marketing activity, which involved much larger sales volumes and wag
more profitable. By 1982, seven of the nine existing stores had gone
bankrupt or had been expelled by CCAM for non-payment; the remaining
two stores continued to operate autonomously, after repaying their

loans to CCAM. The central store in Mineros had also done poorly,

Was not possible for CCAM. Fertilizer accounted for the largest share
of sales of the COINCA store because fertilizer had been
used for almost a decade by Tarija's peasant farmers on their tradi-

tional cash Crop, potatos. In Santa Cruz, in contrast, fertilizer
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is not used for the crops grown by CCAM's members--rice, sugar cane,
and bananas. For CCAM to wholesale agricultural inputs in Santa
Cruz, then, might not have involved a large enough volume to make
the operation worthwhile, and also might not have been of particular
interest to member communities.l

El Ceibo took its own approach to the problem of wholesaling
consumer goods. Rather than giving up completely on consumer
wholesaling, Ceibo decided to stock only a limited list of 10 to 15
essential consumer goods-~-sugar, rice, flour, noodles, salt, cooking
0il, matches, coffee, soap, and kerosene. Kerosene alone accounted
for 59% of sales in 1981~-138,000 $b. out of 236,000 $b. (E1 Ceibo
1982). (This select list compares to the Bella Vista store's stock of
520 items!) Ceibo's policy forced the member store to buy whatever

else they insisted on having on the local retail market. The latter

lGiven the image of Santa Cruz as the only center of dynamic and
"modern" agricultural growth in Bolivia over the past two decades,

it is ironic that a modern input like fertilizer would have been
better business in an area like Tarija, with a traditional crop like
potatos and a sleepy history of agricultural development--at least

in comparison to Santa Cruz. The difference, of course, is due to
the more favorable ratio of fertilizer to crop prices in potatos than
in the new Santa Cruz crops, and the fact that the Pressures to use
land—augmenting techniques like fertilizer are much greater in Tarija
than in Santa Cruz. The latter region is at the edge of a constantly
advancing agricultural frontier, which causes labor (and credit to
hire labor) to be perceived as scarce, rather than land. Tarija, in
contrast, is a long-settled and stable region, afflicted with the twin
Problems of increasing land exhaustion and minifundization resulting
from inheritance practices. This contributes to the high value of
land relative to labor.
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purchases, of course, would be at higher prices, since any single
store would not be able to buy enough to obtain the bulk discounts
enjoyed by Ceibo. In that member stores would therefore be able to
sell essential goods at relatively cheaper prices than the other items,
this form of retrenchment was also desirable on distributional grounds:
by concentrating on high-volume essential items, Ceibo obtained bulk
discounts and passed on lower prices to consumers only on goods that
were essential for the poorest. This left prices relatively higher
on the less essential items, consumed in greater proportion by the
better-off members of the community.

El Ceibo, then, was the exception to the other groups in that
its store operations had not contracted markedly, its purchasing
was limited to a small list of basic consumer staples, and it had
moved from retailing to wholesaling rather than vice versa, like
the others.1 In the next section, I try to explain why Ceibo turned
out so unusual.

Running through these stories of improvement is the theme
of the increasing simplicity of the purchase and sales operation:
the stores reduced the variety of products sold and/or switched to

products that were by nature more homogeneous. Homogeneity of products

1Bella Vista has no member coops and therefore has never sold wholesale
to other coops (except in a few cases). Though it originally planned
to have 18 member stores, it has always had only one retail store,
selling agricultural inputs and consumer goods.
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sold was also important in determining the success of various types of
rural purchasing cooperatives in the United States. For a long time,
the only purchasing coops that were successful were those specializing
in the purchase of petroleum products used by farmers. Students of
U.S. coop history attribute the singularity of this success to the

fact that (1) all farmers used some kind of petroleum products (those

without tractors used grease for horse-drawn machinery and kerosene

for lamps); (2) the distribution of petroleum derivatives--oil,
gasoline, kerosene, grease--was a fairly simple business operation;
(3) management had to deal with only a few products; and (4) capital
requirements were relatively low (Fite 1965:14). |

For the Bolivian coops, agricultural-input supply had some of
the same desirable qualities of petroleum derivatives, at least in
comparison to the supply of consumer merchandise. Hence COINCA could
improve its store operation not only because it tightened up the payment
conditions between itself and member stores and direct Buyers, but
because it was accidentally forced to drop consumer merchandise owing
to maert conditions unrelated to the question of homogeneity, which
caused it to specialize in agricultural inputs. Though E1'Ceibo
sold mainly consumer merchandise, with agricultural inputs playing
a minor role, it limited itself to a small number of homogeneous
consumer staples. Like the U.S. rural cooperatives, moreover, petroleum
derivatives played an important role in El Ceibo's merchandising
operation{ representing more than half the value of merchandise wholesaled

by Ceibo in 1981. (Since tractors and motorized vehicles were not used
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by Alto Beni farmers, most of these petroleum-derivative sales were
for kerosene for home lighting.)

In conclusion, coops seemed to improve the management of their
purchasing operations when they placed limitations on the variety of mer-
chandise handled, and specialized in "simple products." 1In the preceding
chapter, I made a similar point about the relative ease of agroprocessing
and marketing as opposed to stores—-the former activities involved homo-

geneous products whereas the latter involved much greater heterogeneity.

Expansion beyond reach

Almost all of El Ceibo's member stores had passed through a
period of mismanagement and graft, out of which some stores had miracu-
lously emerged--though the period since their emergence had in many cases
been less than a year. Why some of the stores succeeded in surviving
these dark periods and others did not is a mystery to me. What is
clear and surprising, however, is that almost all the successful stores
had experienced the same mismanagement and graft in the past that had
put the unsuccessful stores out of existence. The commonness of these
bad periods to almost all store histories gives some clue as to why
store operations did not grow as much--even the more successful ones,
like E1 Ceibo's--as marketing and agroprocessing operations did.

Systems of coop stores tend to contract, or at least not to

e in
expand, because expansion of sales usually requires an increas

the number of stores. Each store operates in a small community (about

30 to 150 families), and the market for each is quickly saturated.
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The opening of each new store, in turn, results in a proportionate
increase in the need for scarce accounting and management skills,
as well as in the opportunities for graft. The more member stores
there are, then, the greater the sales and the problems.

Coop groups do not usually have access to the resources and
skills that allow an increase in monitoring and training in proportion
to the increase in stores; the problem of graft may not yield much
to training and monitoring. More constraining, the small capital
base of coops cannot withstand an extended period of learning-by-
doing, during which mismanagement and graft result in a depletion of
the capital advanced by the central store to the member stores in
the form of merchandise. This explains the withdrawal of COINCA and
CCAM from servicing member stores, and the moratorium placed by E1
Ceibo and CCAM on the entry of new member groups.

The tendency of Coop systems to withdraw to a large central
retail operation makes obvious business sense: it reduces the demand
for scarce accounting, monitoring, and training, as well as the loss
from mismanagement and graft. At the same time, unfortunately, this
retraction reduces the social benefits of the store operations'markedly.
The most desirable and largest benefits to be obtained from coop
stores, as noted above, accrue when they are located in places where
there were none before. The central retail operation toward which

coops tend, however, is usually located where private stores are in
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abundance--as in Tarija (a departmental capital) and Mineros (a
provincial capital).l In these places, of course, the existence of
the coop store will bring the least benefits--no reductions in
transport and associated expenditures for consumers, and minimal
price benefits, because the coop store will represent a small share
of the total market and therefore have little power to bring down
the prices charged by other stores through competitionz—-and because
coop prices will tend toward the same level as those charged by
private merchants. Donors might therefore want to avoid financing
the expansions of these well-established central stores, if it

is clear that they bring no increase in social benefits.

The problems that lead coops to retrench in their store
operations might be reduced by treating the community store as an
outpost of the central store--rather than as an outgrowth of community
participation and organization. The storekeeper, for example, might
be chosen and trained by the central store and placed directly under
its supervision; bookkeeping practices and pricing policies would be

centralized too. This would be directly contrary to cooperative

lMineros had 36 stores similar to that of CCAM's, 26 market stands,
and 11 street stands.

2CCAM's store accounted for only 5% of the volume of sales in
Mineros, though its share was higher in basic goods like rice and

sugar (Medina 1982:3.21).
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principles, of course, whereby a store's procedures are determined
by the member coop. Adherence to these principles, however, may be
contrary to what is required for the success of a decentralized
retailing operation--i.e., the use of standardized procedures for
pricing, bookkeeping, wholesale purchase, and buying on credit.

If stores were less "cooperative" and more centrally managed, this
could also alleviate some of the problems of mismanagement, graft,
and the political pressure to charge low prices. If the availability
of goods is what community members value most, finally, then the
supplying of communities in this way would be a response to the
community's needs and wishes, even though it did not take a cooperative
form.

My ideas about the virtues of greater centralization of coop
purchasing operations are not new. In the first quarter of the 20th
century, the U.S. coop movement was wracked with debate over precisely
this issue (Knapp 1969:67, 410-11; and 1973:207). Some groups,
like the Alliance and the Pacific Cooperative League, took a strong
stand)in favor of a more centralized approach to cooperative purchasing,
as weil as marketing, for the reasons discussed here: the tortuous
process of creating and federating competent and autonomous coops,
and the need to achieve economies of scale in order that such operations

be financially viable and generate benefits. Thus the Pacific

Cooperative League gave little independence to its affiliated coop
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stores; though the store could declare its own dividends, the League
kept control over buying, management, financing, bookkeeping and
educational work. The Alliance explicitly rejected the "bottom—up"
Rochdale approach to organizing cooperatives, on the grounds that it
was too slow and limiting. In the U.S., in other words, a more
centralized approach to coop purchasing was adopted by an important
group of coop associations as a way of overcoming the kinds of
problems encountered by the Bolivian groups today.

If Bolivian central stores resolved some of their problems by
retrenching from the member stores, then why would they want to
expand again? Mainly, the successful and "retrenched" store operation
now has some better ideas about how to more successfully manage a
relationship with member stores, and will have more power to impose
its will. CCAM, after living through the failure of its member stores
and its wholesaling relation to them, is now training its members to
think about community stores 'the right way'--e.g., selling only for
cash or in exchange for harvest products. E1l Ceibo is also moﬁing
in a centralized direction by providing member stores with its
itinerant bookkeeper, who trains the local storekeeper to keep books
according to a standardized system. And COINCA now requires that
member stores accept a quarterly visit from its accountant to review

the books.
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Barter and capture

El Ceibo's wholesale merchaﬁdising operation neatly complemented
its cacao marketing, a complementarity that had no parallel in the
other groups. Member coops received their store merchandise on 15-day
credit from Ceibo and could repay with the cacao they collected for
delivery to Ceibo; coops repaying immediately in cash or cacao would
receive a discount. The stores, in turn, sold merchandise on credit
to buyers, who could also repay in cacao (within 15 days)--a barter
system that was viable during the seven months that cacao is harvested.1
Ceibo's wholesale merchandising also fit in well with its cacao-buying
because of the truck it owned for marketing cacao. Because the
truck usually returned empty from its eight-hour trip to La Pagz,
the real cost of bringing back consumer goods on this return trip
was almost zero. The wholesaling of consumer goods, then, made
Ceibo's cacao-marketing and trucking operation more profitable.2
By trying to exploit complementarities between the marketing

of crops and the merchandising of consumer goods, El Ceibo was acting

just 1ike the large private traders of cacao in the region. They also

Recently, El1 Ceibo has also made cash advances to coops (out of
IAF funds) for the purchase of cacao above and beyond that which
is used to repay the mercandise advanced.

2.

This kind of complementarity also existed for Bella Vista, though

it sold store merchandise only for cash. Bella Vista's truck carried
coffee to La Paz and returned with merchandise for the store.
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had their consumer stores, where they sold goods on credit and
received payment in cacao. As with the private traders, the "barter"
relationship between Ceibo and its member store, and that between
the store and final consumer, locked the stores and consumers into
supplying cacao to Ceibo--and thus helped to guarantee it a share of
the cacao grown in the region. Because the cacao harvest was spread
out over a seven-month period, moreover, the barter system could
work during a substantial part of the year. In 1981, for example,
Ceibo bought 9.6 $b. million worth of cacao during the year, 23
times the value of the merchandise it retailed to the member stores,
plus inventory--more than enough, in other words, to cover the value
of the merchandise advanced to the stores by El Ceibo.1

The consumer store of E1 Litoral, one of El Ceibo's member
coops, represented an even better-working case of complementarity
between the marketing of crops and the merchandising of consumer
goods. El Litoral is located at the edge of the Alto Beni Rivér, at
the only crossing point for produce to be marketed in the more heavily

populated areas on the other side of the river, where the region's

only through road exists. Litoral monopolized this transport service

1In 1982, store sales were 236,000 $b. and inQentory-was 167,000 $b.
(E1 Ceibo 1982).
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with its own motorized canoes, the acquisition of which had been the
reason for organizing the coop ten years ago. Bananas as well as
cacao were transshipped at Litoral. Since bananas are harvested all
year long, they represent a perfect form of delayed and barter
payment for a coop store; and Litoral's control over transport gave
it the power to exact repayment for merchandise bought on credit.
It is no surprise, then, that Litoral's consumer store—-recéiving most
of its payments for merchandise in bananas--was the most long-lived
and most profitable among the coop stores belonging to El Ceibo.
(Litoral's store operation was so financially sound that it was able
to bounce back surprisingly rapidly after a devastating fire that |
destroyed the store and all its inventory.)

The potential for complementarity between marketing and
consumer retailing was not as great for COINCA and CCAM as it was for

El Ceibo and Litoral. COINCA's plans involved only the provision

\ of inputs and consumer supplies, but not the marketing of agricultural

produce--for reasons discussed later. Though it did go into grape
purchasing, the grape growers represented only 30% of COINCA member-
ship. Cacao, in contrast, is not only grown by all Ceibo membé?s,

but by almost all peasant farmers in the Alto Beni. Given that the
grape harvest lasts only two or three months, any complementarity

that might exist for COINCA between marketing grapes and merchandising

consumer goods would still not endow COINCA with power over a large
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part of merchandise payments owed to it from a store operation.
COINCA, finally, did not own a truck to carry member grapes Or other
produce, meaning that no backhaul advantage was to be gained by
delivering inputs or consumer goods to the member communities.

.For CCAM in Santa Cruz, one would have expected to see a
strong complementarity between crop marketing and consumer merchan-
dising. More like El Ceibo, CCAM had its own transport, a majority
of members grew one crop (rice), and CCAM processed that crop with
its own rice mill. And for grower-members who delivered their rice
personally to the mill, CCAM deducted any production credit owing
from its cash payment to the member for his rice. But most of the
rice milled by the CCAM mill was delivered by private truckers,
partly because of the concentration of the federation's transport
services on the better-off cane growers--who represent about 12%
of the membership--and because of the difficulty of access to many

of the rice~growing communities. Since the independent trucker would

lCOINCA did have a barter opportunity with respect to the production
credit it had made available to its member grape growers. When members
delivered their grapes to COINCA's winery, COINCA deducted this credit
owing from the cash payment made for the grapes. Since member repay-
ment of production credit advanced by COINCA was an ongoing problem,
the power provided to COINCA by the grape-marketing mechanism to exact
"forced" repayment was a very important one, even though it could
touch only some of the credit accounts.

2COINCA owns a pickup truck that is used, among other things, to
carry wholesale inputs to the community stores, but not for grape

transport.
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himself buy the rice from member growers in outlying communities, and
then deliver it to the CCAM mill, there was no opportunity for CCAM
to "capture" the member and exact credit repayment at the point of
sale. It was therefore easy for some members, in debt to CCAM for
production credit, to sell their rice to private mills in order to
avoid repayment. The control of transport, in this case would have
been helpful to ensure credit repayment. Unlike cacao, finélly,

rice has a short harvest season (three months), which also would
preclude a year-round complementarity between marketing and
merchandising.

Among the four Bolivian groups, then, the structure of Ceibo's
economic environment was unique: all farmers in the region produced
the same crop, the market was far away, and private transport services
to farm communities were sufficiently underdeveloped to make it easy
for Ceibo to become a primary buyer in these communities, with the
help of only one or two pickup trucks. This caused Ceibo's store
operation to also be unique, in that it was a side activity of a
major marketing operation--involving only a small fraction of the sales
volume of the marketing operation. Ceibo's unique approach to'Eonsumer
stores through marketing repeats the pattern of development of some

of the more successful purchasing operations in the history of
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U.S. coops.1

El Ceibo was like many private rural stores, in sum, which

are part of a larger complex involving the buying, selling and

transporting of agricultural produce. Even if this kind of store is

not profitable, it can still make sense as part of this larger

operation: the store provides cargo for the otherwise empty backhaul

of the merchant-owned truck, and the merchant's selling of store

wares on credit provides him with a guaranteed supply of agricultural

produce at a price over which he has some control. Most coop stores,

we have seen, are not integrated in this way with the buying and

selling of agricultural produce. This is one reason why they find

that the margins in retailing turn out to be not as high as everyone

expected.

Credit, the key and the trap

Some coops simulate the private merchant-trader by integrating

their consumer merchandising with the marketing of agricultural

products, as El Ceibo has done. Although this integration makes the

store operation more efficient, it is also more demanding of

1At the end of the 19th century, the number of coop sFores and ?upply-
purchasing coops was small in relation to coop marketing groups;
experience with purchasing was gained by these marketing grogpi,
however, through the purchase of farm supplies as a side activity

(Knapp 1969:94-95).
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management, because it requires selling to the consumer on credit

and collecting from him. If the consumer does not buy on credit,

he is not locked in to selling his agricultural produce to the

merchant-trader, and the latter therefore holds less control over

the supply of produce he wants to buy and the setting of its price.

Coops find it difficult to reap the gains of the complementarity

between stores and marketing because of this vital credit connection.
Selling on credit is a much more difficult management task than

selling for cash: (1) it introduces the need for increased book-

keeping--to keep track of those who owe and the amounts owed, and

to calculate interest owed, if it 1is charged;1 (2) it introduces a

new price, the interest rate, that is even more politically difficult

to set at cost-covering levels than are merchandise prices;

(3) it introduces additional opportunities for misappropriation

of store capital, through non-payment of credit;2 (4) it creates

another opportunity for meddling in store operations by coop leaders

lThe difficulty for peasant coops of calculating interest charges
is strikingly illustrated by a study of credit unions in rural ]
Tanzania. These groups decided, when starting, to charge a fixed
amount for interest, regardless of the size of the loan. Despite
the obvious inequities of such a policy--larger borrowers pay less
interest in percentage terms--the unions felt that the necessity of
making individual interest calculations for each borrower would
complicate accounting considerably, putting it beyond their reach
(Dublin & Dublin, forthcoming).

2An evaluation of delinquency in the credit accounts of the CCAM
Store operation found that almost half the delinquent credit (47%)
had been taken by the two storekeepers of the central store itself
(Medina 1982).
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who are asked by delinquent debtor-friends to allow them to have more
credit; and (5) it requires two totally new and difficult management
skills--the ability to deny new credit to those who are delinquent,1
and the ability to collect from those who are delinquent and are

not seeking to make new purchases.

A marketing-merchandising operation based on consumer credit
can also create problems for coop marketing programs. The debtor-
producer who wants to avoid his debt at the coop store can do so by
not selling his produce to the coop--as happened with some debtor-
members of El1 Ceibo and CCAM, who deliberately sold to private buyers
to avoid having to repay their credit. This will cause the coop to
lose the credit it extended, and deprive it of the produce it needs

f)
to buy for its marketing operation.” The private merchant-trader,

1Even the paid professional manager of COINCA--an outsider--was
alleged to be lacking in this ability, according to various COINCA

employees and advisers.

2The only case I ran across in which marketing and credit were
integrated and the grower had absolutely no way to escape delivering
his goods to the creditor-marketer was in Santa Cruz. CCAM and other
cane growers received credit for inputs from the private sugar mill
where they sold their cane. The mill would deduct the debt from
payments made to the grower when he received his cane. In this
sense, the relationship seemed no more binding than that between
CCAM or El Ceibo and its credit-receiving growers. But a quirk of
the cane market locked growers into selling at a certain mill:

every seller of cane had to obtain a license to sell, and a quota

at a particular mill--as part of a government system set up to
control the marketing of sugar. (CCAM had bought a group quota at

one particular mill, and divided it among its cane-producing members.)

Cane producers with debts to the mill, then, had no other place to
sell if they wanted to avoid paying their debts.
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of course, faces the same problem; unlike the coop, however, he has
no difficulty being tough on delinquent borrowers and choosy about
who gets to borrow in the first place.

The problems of selling on credit have not been unique to
the Bolivian coop stores. They have plagued coop stores everywhere
in Latin America, and caused the failure of many coops and their
stores in the history of North American cooperatives from thé 19th
century onwards. In the United States, the Central States Cooperative
Wholesale Society, formed in 1919, eventually failed because of a
"careless expansion of credit'-—in addition to poor management and
reckless expansion of operations (Knapp 1969:403, 406). Similarly,
the Right Relationship League, formed in the mid-1890s to serve as
a coop buying agency for retail stores around the Chicago area,
foundered on the credit problem, which it resolved only by cutting
out credit completely (Knapp 1969:399). In fact, selling on credit
was recognized early on as so ruinous for coop stores that rigid
aherence to cash transactions became one of the major principles of
Rochdale cooperativism (Cerny 1963:196). Why did the Bolivian coops
have to learn this lesson on their own, when it had already beeﬁ
learned more than a hundred years earlier--and transmitted through
the years as a principle of the model on which they were based?

When coop stores decide that credit sales are creating too

many problems--as COINCA, Bella Vista and CCAM did--it is still
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difficult for them to decide to suspend credit, because credit is

what coops are expected to provide. Also, people are used to buying

on credit from private merchants, which means that the coop will

have difficulty in competing with private stores if it is not willing
to sell on credit. In members' eyes, the coop store will not look
like an improvement over the 'capitalist" s;oreowner, if it does not
even offer the service that the latter does. As CCAM leaders reported,
many member coop stores had to close down because '"there's just not
much money in the countryside and you have to sell on credit."

Though coop stores may retreat from store credit for good management
reasons, then, this can also put them out of business.

Private storeowners often dislike selling on credit, but feel

impelled to do so in order to stay in business. The studied coops also

”
ended up disliking credit sales, feeling they had beep "burned" by the

practice; they therefore progessively limited their offering of store
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credit, despite their concern about cultivating a bad image. The
General Assembly of COINCA voted in March 1981 to limit store sales
to cash, except in the case of fertilizer. Even with fertilizer,
only members could buy on credit, 50% still had to be paid in cash,
and repayment would have to take place within one month. The
Assembly also decided that member stores could not get new merchandise
until they had paid for previous shipments, and that payment would
have to be made within three months. CCAM took even more drastic
steps against store credit, eliminating it completely (along with
its wholesaling operation to member stores). Not selling on credit,
of course, deprived the coops of one of the few exclusive benefits
they could offer to members, since most stores selling on credit did
S0 to members only. The tendency of the coop stores to eliminate
credit sales, then, may have also contributed to the low and
declining level of membership in the studied groups.

The credit problem, in sum, put coops in a double bind:
either they suffered the losses of selling on credit and the resulting
greater needs for working capital, or they suffered the competitive
handicap of not selling on credit and the corresponding tarnishment
of their public image. One way out of this bind would be to open
stores only where there were none, so that one could sell only for 3
cash without any credit-supplying private competition to undermine

one's efforts. Opening stores where there are none, as noted above,
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Coops and federations continue to endow their stores with

great social significance after the period of high social benefits
has long since passed. The dramatic first moments of the store--—

its opening, its low prices, its memorable battles with private
merchants—-come to symbolize the first taking of power by the coop
over its environment, the mastery of a task that everyone thought

was easier than it turned out to be. Unlike other coop activities,
like credit and certain kinds of marketing, the store is a conspicuous
physical sign of this mastery.1 The symbol continues on, even

though the current store may be a pleasant money-making operation
with little social daring and differentness. That the coop store is
"only" a money-making operation and nothing else, of course, is no
reason to belittle it. Given the problems of establishing such an
operation, it represents a fine accomplishment for a group that
started out with no experience in this area at all. And store profits
can be used to finance more socially significant activities, as in

the case of COINCA and Bella Vista, where store profits helped cover

losses in more socially significant operations--particularly trucking.

lThis proud vision of the store, it should be pointed out, may be
limited to the coop leadership. Many members, as well as non-members,
often see the coop store as just one more store in town. The social
symbolism of the coop store is not limited to these particular groups.
Among the farmers of Northwest Canada, where the cooperative movement
was strong, the coop store (along with the grain elevator) was the
"core of emotional loyalty'" of farmers to the coop (Lipset 1971:199).
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Why should it be a problem that stores do not expand? Is

it not sufficient that they give a certain presence and stability
to the coop itself, as opposed to any significant social benefits?
These questions bring us back to one of the issues raised at the
beginning of this study: how do we justify support for coop groups
that may be successful as organizations but whose members represent
only a small share of the persons and the communities where tﬁey
are located? Our response to this query focused on the spillover
traits of certain activities, including stores, and the potential
of a subset of these activities to expand and create a broader impact.
Though the stores have the potential to spill benefits, they cannot
fulfill that promise because expansion brings on management problems,
whereas agroprocessing and marketing thrive on expansion. Given the
low membership of coop groups, then, the stores are difficult to
justify unless they lead to, are associated with, or subsidize other
activities that generate higher social benefits. I will explore the
possibilities of such sequences in a subsequent chapter.
The’difficulties of expanding coop store systems may also
trammel the organization of new member coops, and in this way 1iﬁit
the expansion of social benefits resulting from other coop activities.
Because coop stores maintain their dramatic symbolism independently
of their actual results, that is, communities without coops are often

mobilized into organizing by the vision of the store held out to them
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by coop promoters. It may be difficult to elicit interest in
organizing a coop if the group is to have, say, only marketing or
agricultural extension services, but not the hallowed store. There
is some evidence that stores actually became a kind of bottleneck
to growth: both COINCA and CCAM, as told above, suspended the
admission of new coops because of the difficulty of handling new
member stores. And a consultant's report on COINCA identified the
rapid early expansion of the community coops, along with their stores,
as the greatest challenge facing COINCA, and asked whether the
association could cope with that rapid a growth (Kraljevic 1978:1).
The problems of store expansion, in sum, may set limits on
the growth of coop associations and other activities with a
high potential for spillover benefits. This constraint on system
expansion helps explain why all the studied groups reached an early
peak in membership and in the number of communities served, and then
stopped growing or declined. Stores, of course, do not deserve all
the blame for constraints to system growth. Collective and individual
credits to coops and their members were at least as problematic as

stores and store credit, and also contributed to the leeriness

about expansion.
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7 - What are coop federations?

If coop marketing and processing thrive on expansion, then
why don't they just expand to non-member communities without going
through the tortuous process of creating member coops there first?
In thinking about this question, we find that the leader of a member
coop acts as a kind of trusted buying agent for the federation--to
whom the federation can safely advance cash in exchange for his
buying and handing over of agricultural produce to the federation
for processing and marketing. The federation, in turn, provides
status and legitimacy to this local leader, giving him the power to
buy produce, handle large amounts of cash, distribute credit and,
in some cases, buy and sell consumer merchandise.l‘ In return for
this greatly enhanced status, the leader is more than willing to
serve as the federation's "buying agent"--and for free. The leader,
of course, will always have the opportunity to take some financial

compensation for himself through misappropriation.2 But the federation

1

From interviews with Bolivian community leaders, Dandler (1973:
344-5) reports their persistent concern for showing their effective-
ness by means of "some concrete delivery of resources or services

to their own communities or their followers in other villages."

2Misappropriation may be more difficult in the buying of agricultural
Produce, where a given amount of cash advance must be returned to

the federation in the form of a given volume of homogeneous product.
Any shortfall would be obvious and immediately verifiable.
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also holds considerable power over him if he betrays its trust: it
can take away his newly enhanced legitimacy in the community--as
occurred when COINCA expelled some coops whose leaders had pocketed
operating-capital advances for the coop store.

- Who would these trusted agents be if the federation were to
expand into communitigs without coops? How could the bond that exists

between the federation and the leader of the member community be

simulated in non-member communities? It might be difficult and

costly for a federation to arrange for such trusted agents in non-
member communities--at least at the low costs at which a cooperative

leader serves as agent, not being dependent on the federation for

his livelihood or daily direction. But would it actually be more

costly and complicated to train and pay a few buying agents than it
is to organize a coop from scratch and train its leadership in
cooperativism? |

The history of the U.S. rural cooperative movement shows us
that there is considerable precedent for the use of paid or volunteer

local buying agents to expand a coop service--as opposed to full-blown

affiliated coops. In the second half of the 19th century, for example,
the U.S. Grange ran its input-purchasing operation through community
representatives who, like the Bolivian coop leaders, were ''volunteers"

(RKnapp 1969:48) . Through this network of local agents, the Grange

assembled orders and placed them with wholesale merchants and
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manufacturers. By the mid-1870s, the volunteers had evolved into
local and state business agents (not cooperatives), working on
commission or salary. (To protect against dishonesty, agents who
handled cash were often required to furnish bond.) 1In a similar
arrangement, the cotton, tobacco and other commodity marketing coops
of the 1920s engaged "field men" to represent the coops in making
contacts with new members and in obtaining delivery of commo&ities
under marketing contracts (Knapp 1973:210). The "poolers" of the
Virginia Seed Service played the same role, being farmers who
assembled seed orders from their neighbors and, for a small commission,
delivered the seed to them; at one point, the Service had 300
pooler-farmers performing this function (Knapp 1973:153-154). As
the Service expanded to providing feed and fertilizer in addition

to seed, it replaced the poolers with local dealers. The U.S.
Grange-League Federation Exchange, finally, turned to local dealers
in the 1920s to retail its feed, after finding that local coops could
not be organized rapidly enough to create a viable cooperative feed-
supp ly operation (Knapp 1973:152). The Exchange enlisted the
dealers (referred to as "agent-buyers") on a franchise basis, aiong
with any existing local coops.

The U.S. coop moﬁement, in sum, made substantial use of

local agents--volunteer or paid--to obtain economies of scale,

and
to overcome the constraints to expansion of their services to
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more communities. Though the Bolivian groups did not resort to
coops are seen as buying agents of a strong central organization
s

this agent system, the affiliated coops and their leaders looked .
then their fragility in relation to their federation is not so

more like agent-dealerships, in some ways, than community organizations; 1
perplexing. Weak as they are in relation to our image of them, the
b

the federations, nevertheless, still had to go through the process b
member coops may be doing a more than adequate job of fulfilling

of helping them organize as coops, and thus could in no way expand their " "
elr “agent” role. Though this picture of coop leadership may not

their services as easily as an agent-based system. b
e an emnobling one, it nevertheless is the picture of an organiza-

Viewing coop leaders as part of a decentralized system of i 1 ‘
onal arrangement that can be highly effective in bringing benefits

buying agents for the federation is different from the way these
to peasant producers.

leaders are usually portrayed-—that is, as spearheading healthy Viewing the fed
coop rederation as an effectively decentralized

grass-roots organizations, which participate vigorously in the .
service system helps us to deal with the quandary posed at the

development of their federation. This latter view is difficult to begi
eginning of this paper. The studied groups achieved some impressive

reconcile with my observations of these systems, according to which benefi
enefits for peasant producers, that is, yet the processes supposed

power, skills and fervor are concentrated in the federation, while to lead )
0 lead to this kind of success were weak: membership was low, coop

the member coops are fragile--in terms of their participation in leadersh
: ership was entrenched, and management was deficient. How could

institutions, the participatory nature of their own decisionmaking rhetoric of participation was in the air (among Teaders. at 1o ;
. s as N

processes, and their competence at managing income-earning activities. peas
ants were benefiting from the federation's existence, but the

How can such a strong head (the federation) be supported by key to all this was not in its place? Viewing the member o
: pPs as

such a weak body? One possible answer is that the metaphor is buy1 ) '
uying and distribution agents--and the federation-coop complex as

wrong: if we look at the head as not being dependent on the body for an i "
—_— nnovative and "appropriate" institutional form for providing

its strength, then the contradiction disappears. If the member servi
Ceés to peasants--helps to reduce these contradictions.

1There are always one or two impressive exceptions in each federation;
they are often the founder coops.




Elites, entrenchment, and company loyalty

If federations and their coops are viewed as decentralized
service institutions, when effective, how does this resolve some of
the disharmonies of seeing them as participatory organizations? What
difference does it make to us as donors?

The "agent" view of member coops allows us to be less
concerned about the monopolization of leadership positions and (some)
coop benefits by the few. Being better off, the entrenched leaders
are usually better versed than the rest in buying and selling, in
contracting transport, and in storing produce. For a federation to
have at its disposal a loyal corps of such entrepreneurs can be very
valuable to its operations. And the more decentralized the federated
system is--the smaller the base community, and the larger the number
of base coops--the greater this pool of entrepreneurial talent will
be. The smaller, more numerous and more rural are the base communiti
finally, the more one can get away from the "wrong" elites--i.e., the
non-farmer merchant and professional elites found in rural towns.

Another advantage of an entrenched and elite leadership
relates to the extreme scarcity of administrative skills in the coop
environment, and the severe constraint this represents to the estab-

lishment of successful coop enterprises. Coops and their promoters,
aware of this problem, invest considerable time and resources in

training, always providing courses to leaders and members in
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es,
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cooperativism, management, and accounting. Though this effort may
have a significant impact on changing community perceptions about
the possibilities for comstructive change, it at the same time seems
to contribute little toward transferring the skills needed to manage
coop enterprises. Frequently, the courses are too brief, they

lack meaning out of a context of actual problem-solving, and they
are highly general or irrelevant; an evening course for young coopera-
tivists at Bella Vista, for example, offered a slide show about an
Israeli kibbutz that manufactured cosmetics. Coop members often
complained about the "philosophical" nature of the courses, saying
they would prefer to learn more "technical" information. An
evaluation of a set of AID-financed coops in Bolivia noted the same
dissatisfaction, which it attributed to the coop promoter's 'tendency
to confuse technical assistance, which members desire, with coop
education, for which members show little interest."1 When training
for coop management was significant, it often involved much longer
courses given to a select number of people. El Ceibo, for example,
gives a six-week course in accounting spread over a six-month

period, which means one full-time week per month.

1

Devres (1982:113-4). My judgments about training are based only
on superficial observations, impressions from previous field work
and comments of other evaluators like those of Devres. A serious,
study of the impact of the many courses offered by coops has yet
to be made, and is a subject worthy of future evaluation efforts.
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The most significant training provided by coops may occur
outside the courses and on the job--provided, often, by outside

advisers who spend months '"walking' a coop leader or employee through

the most mundane details of work. This has been the role of the

German volunteer in El Ceibo, the Maryknoll priest in CCAM, the

German volunteer-enologist at COINCA's winery and, less comprehensively,

a Bolivian accountant-consultant at Bella Vista. Though these outsiders

are ostensibly contracted to work with a specific person, or impart a
particular skill, they usually end up exercising considerable control

in the organization and imparting knowledge and skills to almost

everyone there. This kind of influence is sometimes excessive, of

course, leading to dependency as well as learning. But when it works
well, it happens over a long period of time--months and years, rather
than the days or weeks of the standard coop course.

In addition to the on-the-job training provided by outsiders,

coop leaders and others who are active in the federation accumulate

an immense amount of learning-by-doing. If these leaders were

constantly rotated out in order to allow the democratic infusion of
"new blood," the investment in training and in learning-by-doing
would be lost. Though the continuity of the entrepreneur~leaders

in their coop and federation positions may violate the canons of

democratic and professional coop management, then, this continuity may

also contribute to creating and running an effective service institution

for peasants.
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El Ceibo provides an interesting example of how leadership
entrenchment works. Not only do the elected positions of the
member coops rotate among the same few persons, but this select few
rotates in and out of leadership and paid positions in the federation.
The long-term leader and current president of E1 Litoral, one of the
strongest member coops of Ceibo, is now being trained by the current
federation treasurer to take over the latter's job for the’coming
year; the latter, who was trained by the German volunteer, will
return to a leadership position in his home coop, just as the ex-
Litoral president will g0 back to his home coop, at the end of his
year of service as federation treasurer. Similarly, the son of omne
of the leaders of the Villa Prado coop, whose family was well enough
off to put him through a secondary boarding school nearby, is now
taking E1 Ceibo's six-week training course in accounting and management.
Afterwords, he will be employed by the federation for a year (perhaps
as manager of the processing plant), and plans to return to his
community, where he has already bought land, arranged to marry a
woman from a neighboring village, and hopes to follow in his father's
footsteps as a leader of the coop there. The ex-president and current
treasurer of the Flor Andina coop, finally, has a full-time job as
driver for El Ceibo at a year-round salary that is 50% higher than
the minimum wage. He can continue as treasurer of his nearby home

coop b
P because his wife, more schooled than he, maintains the books in

his absence.
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Though these stories show how coop and federation positions
are restricted to a small group--as complained about by non-members
or the excluded members themselves—-they also have their positive
side. Looking at El Ceibo as a service enterprise with various
buying and selling "outposts,” one can see this rotation of leaders
between the coops and the federation as familiarizing the "outpost
agents' with "headquarters" and the business in general. It provides
the federation with links into the communities where it does business,

and sends back the agents to their communities with an experience that

has turned them into loyal and well-trained representatives of El Ceibo.

Merging the manager and the directors

Coops and federation, according to the book, are supposed to

acquire managerial and other services through paid employees--

particularly a manager and a bookkeeper. Elected leaders, in contrast,

are meant to play an advisory and monitoring role, for which they are

not paid. Many coops and federation are indeed set up to operate

that way, like COINCA with its paid professional manager and its
bookkeeper. 1In practice, however, there is an almost complete
blurring of lines between elected leaders and paid management and

staff. CCAM's paid manager is also its elected president; he has been

rotated into that position from the presidency of a base coop and has

also occupied other elected positions in CCAM. EI1 Ceibo has no

manager, and is run by its elected president; who receives a salary
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and is usually rotated into the presidency from other elected positions
in the federation; the treasurer is also elected and paid. (Next year
s
the current president will rotate to another position in the federation
s
in charge of coop education.) As noted above, the new treasurer of
Ceibo for the coming year is the ex-president of the member coop, El
Litoral. Each federation, moreover, offered a variety of emp loyments,
usually in its Processing plants. With few exceptions, thesé jobs
were limited to members.

One or two of the elected leaders of a federation usually
becomes deeply involved in daily management decisions. The board of
directors and any othér monitoring bodies tend to play a passive rolé
as formal bodies, going along with the de-facto leader-manager, to
whom bookkeeper-accountants are also subordinate. When there is a
paid professional manager from the outside--COINCA being the only
case--distrust of the "outsider" by the elected leaders provokes
these bodies to play a more active role as a group; but even then,
only one or two of them becomes involved while the others go along.
Whatever the case, the management and leadership functions are not
distinct in the studied groups, and hence the entrenchment of tge
elected leaders provides an important element of stability to the
running of the enterprise--whether for good or for bad.

The blurring of distinctions between elected directors and

m,
anagement, it should be noted, is completely contrary to the
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principles of cooperativism on which the studied groups are based.
Not only are management and elected directors supposed to be separate
individuals, according to the principles, but elected leaders and their
relatives are not supposed to occupy paid positions. I point out this
divergence from the model not to criticize the studied groups, but to
stress the importance of understanding that they are quite different—-
as are many Latin American coops—-from what cooperatives are "supposed"
to be.

A final and worrisome aspect of entrenched coop leadership
is that at one point, in each coop's history, some member of the
leadership has had his hand "in the till." Though all the groups had
gone through a period of graft and mismanagement, as noted above,
many emerged into better times, but often with the same leaders.
How could the organization have reformed itself if the unreformed
leaders were still in place? The continuity of these same persons
in leadership positions, one would haﬁe thought, would have doomed
the organization to failure.

Part of the early mismanagement in coop histories was perhaps
a result of ignbrance rather than malice aforethought. The leaders
did not so much reform themselves, that is, as they learned more
about how to run an organization and how not to make mistakes. Or,
those with their hands in the till may have perhaps experienced a

change of heart, when they saw that they might be destroying the very
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entity that was creating the opportunities for graft (and prestige).
Or, the mismanagers may have started to worry that the public
knowledge of what they were doing would embarrass them——a risk that
would increase as monitoring bodies learned more about how to do their
job and people took coop rhetoric about participation more seriously.
Whatever the explanation for this change of heart, the perplexing
persistence of the mismanagers into good times suggests that the
entrenchment of coop leadership may not be as bad for long-term coop
performance as one might have thought.

A final word about entrenched leadership and cooperative
training courses: the coop leaders I met with seemed to talk in a
strangely predictable way about their community's problems and how to
deal with them, using standardized words and phrases. This "patter"
was distinctly different from the way non-members talked, or members
who had not been exposéd to, or were skeptical about, the message
of cooperativism. Initially, I saw this standardized talk as a
somewhat naive and hypocritical view of how the world could be
improved-—coming as it was from the mouths of the better-off persons
of the community who, while espousing participation, had held on
tightly to their leadership positions for years.

After a while, I came to see the cooperative "patter" for
its motivational value as well. It presented a ﬁoble view of what

coops and federations can do for society--regardless of its accuracy--
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and thus made them more appealing to community leaders as a vehicle
through which to enhance their power and prestige. From this viewpoint,
I found it a little easier to understand the interminable preaching
about cooperativism and the persistence of courses in it--despite the
skepticism about their value, the disparity between their rhetoric
of participation and actuality, and the complaints from members about
their being too ''philosophical.”" The courses, that is, were a way
of providing potential coop leaders with a socially purposeful way
of thinking and talking about the institution that was drawing them in.
The coop "patter," then, may not be of much practical value
and may not convince the rank-and-file to join coops and make
sacrifices for them; but its vision of doing good may be quite
attractive to community leaders, giving them something to sacrifice
their time and their money for. That the vision does not really
represent what is happening, and perhaps "turns off" the wider

population that it seems meant to attract, may be of secondary

importance.

The federation as appropriate technology

In the form cast above, the federation-coop system could be
described as an alternative to the attempts by state entities or
facilitator organizations to provide certain services. By tapping
community leaders for its "staff," the system draws on local entre-

preneurs experienced in buying and selling, who can afford to work
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for free.l By basing the federation "outposts" in the smallest
administrative units--communities of 30 to 80 families--the system
brings in leaders whose main livelihood is farming, and who therefore
share more of a common interest with the rest of the farming community
than would the merchant, trader, or professional elites of the rural
towns. The federation system comes wrapped in an "ideology" that--

no matter how inaccurate or self-serving--motivates local leader;

to contribute their time, money and skills to building the organization,
and to learning how to run it. The federation system, finally, builds
Up a management and a staff whose status derives from the small
communities they lead. This contrasts sharply with private facilitator
and public-sector organizations, where management and staff more often
look to faraway places, usually in cities and high up in a bureaucracy,
for prestige and power.2 At its best, then, the entrenched leaders of
the coops and their federations can be seen as part of an "appropriate"
organizational technology for proﬁiding development goods and services

to peasant farmers.

Those leaders who work on coop matters for free or for a small per-
giem never reported any time conflict with the management and labor
emands of their farm; being better off, they were accustomed to hiring
outside agricultural labor, or to relying on extended family networks

in which the less better-off members trade their labor in exchange for
Services from their better-off kin, like the free use of land or housing.

egzizvii(IQBZ) comments perceptively on this particular problem in his
ACio ation o? progFams sponsored by the Bolivian urban organization,

» a Jesuit social-action agency. (ACLO was the founder among
other groups, of COINCA in Tarija.) ’
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If the main contribution of member coops is to serve as agents
for the federation's service activities, then why do federations have
to create a new member coop each time they want to expand their
service to another community?--a question that was posed at the start
of this chapter. Wouldn't it be easier for the federation to expand
into new communities simply by selecting, training, and compensating
a community member there? Wouldn't that break the constraint on the
growth of healthy federation activities, which cannot expand because
of the demanding chore of getting a member coop started and running
for each new community? Although the substitution of a paid agent
for a new coop might compromise the principles of cooperativism, it
would also serve one of cooperativism's main goals; or, at least, it
would serve one of our reasons for supporting coops--to reach as large
a segment of the poor as possible, rather than to stop when the
organization is well-grounded and successful, but reaching only a few.
Coop federations, in sum, can perform important services for peasant
populations that do not necessarily participate in them. And coop
training, in turn; may be more significant in getting local leader-
entrepreneurs to dedicate themselves to these endeavors than in
socializing people to the arts of participation and self-management.

Implicit in my argument are certain guidelines for donors
on how to decide which coop proposals to support, and on how to

monitor projects. The guidelines fall into two categories—-
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(1) choosing the activities with a greater propensity for spillover
benefits, and (2) having the "right" kinds of elites in control, as
determined by each particular coop's social and economic environment.
Our ways of orienting and controlling coop leadership, in other words,
do not have to be limited to participatory forms of organization or
intensive donor monitoring.

These suggestions should cause relief and worry to supporters
of coop projects. It should be a relief that the entrenched leaders
and low memberships, such a frequent finding in evaluations of coops,
are not as bad as everyone thought. Other mechanisms can be at work,
promoting on their own the same goals of increased income and power
for the rural poor. It should be worrisome, howe?er, that participation
is not as present as we ha&e assumed it to be in groups called coops--
and that even when it does exist, it will not always help coops to
manage their activities successfully. This means that we will have to
pay more attention to other variables--like the structure of the

activity and its socio-economic setting--to giﬁe the desirable social

impacts we are looking for.
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8 - Taking the next step

So far, we have seen that some operations with a potential
for high social benefits will run up against a natural constraint to
their growth: the number of member stores declines, the marketing
system does not grow, and the processing plant does not expand to
capacity. These slowings-down of enterprise growth reflect not only
the exclusivist tendencies of successful coop systems, but also
inherent barriers to expansion in the nature of the operation itself.
The rice mill does not expand because it is too difficult to obtain
working capital on a reliable and adequate basis; the cacao plant does
not expand because it would have to pay a higher price in order to
secure an adequate supply of unprocessed cacao; the store system does
not expand, even though it may be covering its costs, because the
management problems involved in adding new stores are too great.

In face of these problems, donors may want to learn more about the
bottlenecks to expansion, and encourage coops to take these problems
on--in a way that severs the link between expanded activities and
expanded membership.

A few suggestions along these lines have emerged so far.
Instead of buying agricultural produce only in ﬁillages with member

coops, for example, the coop may want to pay a buying agent to work

in villages without coops. Or donors might want to encourage a reversal

of the trend toward retrenchment of coop stores, by supporting

innovative ways of placing stores in new communities that reduce

the management problems of such a system--as mentioned in a previous

chapter. I have no particular commitment to these suggestions about

stores and buying agents, but make them to illustrate how coops

can provide greater impacts in a way that builds on their strength

as businesses and without placing unrealistic demands on their

capacity to grow. This kind of expansion, again, will not necessarily

bring more members and may even be associated with less participation

in coop decisionmaking, as decisions become more complex and the need

for flexibility is correspondingly greater.

In some cases, attempting to expand coop enterprise may be

imprudent, and may endanger the coop's viability--regardless of the

amount and wisdom of donor support. In these cases, the donor has

three alternatives, which are the subject of this chapter. One is to

facilitate the expansion of the state into this area, by intermediating

a collaboration between the coop and the state. A second is to support

the taking on of a new activity by the coop, in addition to its stable

or retrenching business--an activity that has higher spillover benefits

than the original one now has. If neither approach is feasible, a

third possibility is to terminéte one's support completely.

Bridge to the state

As time goes by, a coop's services may become less significant

to peasant farmers because of the intervening growth of the region--
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the building of a road, for example, may end a monopolization cof from the Service to construct a large headquarters building

transport and trading--or because the public sector has become more expresses the same contempt. In Tarija, the staff of the public

active in providing services originally available only at the coop. sector development agency, CODETAR, had worked with COINCA people i
® n

Or, the coop enterprise may be unable to expand its services to cover the field on various projects involving irrigation, poultry, and
4 s

a broader population even though it has developed a very effective fruit orchards. CODETAR had the financing and COINCA had the

model for doing so. Coop performance may nevertheless catch the community contacts. Interestingly, however, the two organizatio
s ns

attention of a newly active public sector, setting an example for it; had never "officially" met. When asked about "cooperation" with

a public-sector agency may even ask the coop for some advice and CODETAR, COINCA talked disparagingly about CODETAR 1 and both claimed
. ’

contacts. Donors should be watchful for opportunities to encourage that they did not work together at all Similarly, COINCA's founde
L] ’ r—

this form of collaboration, particularly when a coop does not seem facilitator organization, ACLO, had contempt for the state extensi
on

capable to expand certain high-benefit services on its own. and research agency, IBTA, but turned out to have collaborated

Coops tend to turn their noses up at public-sector agencies, successfully with IBTA agents at an informal level in various

even when they have pleasant and even collaborative relations with communities. As part of an IBTA campaign against peach blight, for
b

these agencies at an informal 1eve1.1 In 1980, for example, El Ceibo example, ACLO and COINCA brought the fungicide to certain communities

and explained how it was to be applied; in order to facilitate an

obtained a US$12,000 grant from the public-sector National Community

Development Service (SNDC), to be used as operating capital for its new and IBTA program to improve sheep herds, ACLO introduced IBTA to

under-utilized cacao-processing plant. Despite this unusual instance communities where it had contacts. Though IBTA, CODETAR and SNDC

of public-sector largess to Bolivian coops in the Alto Beni, Ceibo certainly left much to be desired as service agencies, it was

nevertheless refers to the agency as the "National Calamity Development

1
bNot without justification: at the time of my visit, CODETAR had
ei? intervened by the government because of various reports of
Malleasance and graft--involving, among other cases, the poultry
ﬁ;ggect in W?Z;h COINCA coops participated. One year earlier,
ver, an —-sponsored audit of COINCA had f
as reprehensible a state. ound it in almost

Service." The nearby Bella Vista coop, which had received 1Us$10,000

11 have written about this phenomenon in Tendler (1982a:76-104).
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difficult to assess the degree of collaboration, or potential for it,
by talking to the coops--almost as if they had a vested interest
in showing that collaboration was not possible.

El Ceibo provides a model of the fruitful collaboration that
can talk place between a coop and a state agency--as well as an
example of the disdain that the coop will express for the state even
while friendly relations are occurring in the field. Ceibo had little
of good to say about the IBTA agricultural research station in the
Alto Beni, but turned out to be engaged in a small and innovative
joint program with IBTA to eradicate cacao disease. Ceibo had
selected two of its peasant leaders for a week of training in the new
techniques of eradication at a course in Colombia; working in conjunction
with IBTA, which was building up its own eradication research, the
Ceibo extensionists demonstrated the new techniques in their communities,
with considerable success. Ceibo was planning to expand the program,
with financing from the Swiss development agency, COTESU. Despite
the high marks that the IBTA agronomist gave to Ceibo, it spoke
disparagingly of IBTA as a group of status-conscious urban professionals,
and hoped that the COTESU financing would enable it to some day take

over the eradication program for itself.l

1The largess of the planned COTESU project did much to feed that
hope, as well as the disdain for IBTA by Ceibo's German volunteer,
who was brokering the project for Ceibo with COTESU.
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The budding relationship between Ceibo and IBTA represents
a moment when donor financing for one activity and not another can
have significant impact. If one sees coops as a preferred way of
organizing communities and their social endeavors, then one might
choose 'wisely, I think) to help cement the distance between
Ceibo and IBTA. But to support the retreat of Ceibo from IBTA at
this particular moment--when IBTA is starting to concentrate‘funding
on research in cacao--would be to forego the opportunity for an
innovative relationship between the two, with the potential for
drawing IBTA research and extension closer to peasant agricultural
needs and for bringing about major increases in farm productivity
in the region.

The aversion of the Bolivian groups and others like them to
public-sector agencies is understandable. Their past experiences
have often been bad--such as the ill-fated Ministry-of-Agriculture
campaign against coffee rust in the Alto Beni, when extension
agents arrived unannounced at farmers' fields and started spraying
indiscriminately--to which the surprised farmers responded angrily
with machetes in hand. Frequently, the time, cost, and humiliaﬁion
it takes for these groups to get something out of public agencies
is not, in the end, worth it. Coops fear, moreover, that if they
obtain goods and services from public agencies, this will make them

Vulnerable to political meddling and undermine their autonomy. This
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kind of apprehension caused the Cooperativa Integral de Santa Cruz
del Norte, one of a group of AID-funded Bolivian coops, to take "a
conscious decision to avoid links with public agencies which could
impose reciprocal obligations..." (Devres 1982:32). The coop even
eschewed publicity about what it was doing, since it feared that
this "might invite politically related requests from government
agencies." For somewhat similar reasons, COINCA has stayed at arm's
length from the local rural labor syndicate, because of its fear of
being manipulated by ward-healer-type bosses. (This, notwithstanding
the fact that everyone agrees that the Bolivian rural syndicates

are quite effective at brokering for peasants in La Paz--mainly with

respect to land titles.)

A final reason that coops prefer to stay away from government
agencies is the difficulties of collaboration with any outside entity,
the dependency it entails, and the organizational rivalries that it
stirs up. COINCA tried to get the Ministry of Agriculture to provide
potato seeds at its experimental station, but this did not work.
(Potatos are widely grown by peasants in Tarija, seed is a significant
percentage of cost, and available improved varieties degenerate after
a few years of use.) COINCA planned to import and sell three million
metric tons fertilizer in conjunction with another coop federation,
CERCAT. (COINCA normally buys fertilizer from local distributors.)

With financing from the IAF, this direct importation would have

179

brought about a major decrease in wholesale costs (about 50%),
entailing significant benefits for Tarija's peasant farmers,

all of whom usg fertilizer in potato cultivation. CERCAT, the

weaker of the two groups, feared that the fertilizer arrangement

gave too much power to COINCA. Because of this and other "personality"
problems between COINCA and CERCAT, the fertilizer importation never
took place. CERCAT, of course, is not a public-sector entity, and thus
is not the best example of the collaboration problems that cause

coops to stay away from public-sector organizations. But the bureau-
cratic rivalries and the dependency that makes collaboration difficult
are characteristic of collaboration with any outside entity, not

just public ones.

There is good reason, then, for the coop aversion to working
with other entities, or seeking funding from them. But this represents
only one side of the picture. Even when public agencies are "good,"
or become more sympathetic than they used to be, the coop judgment
of hopelessness usually remains in force. Assuming hopelessness,
that is, becomes a bad habit--among coop benefactors as well as among
the coops themselves--and results‘in an ignoring of opportunitiés
when they present themselves, as well as in an unrealistic view of
8 coop's ability to achieve certain things on its own. And, as
Smith (1982:57) points out in describing church-government hostility

in
Chile under Pinochet, the lack of communication between the church-
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sponsored social programs and the government makes it "highly unlikely
that the ideas and strategies" elaborated in these programs will

have an impact on the values and strategies of leaders in the public

sector.

Our willingness to believe the coops' allegations of hopelessness

about public-sector assistance or collaboration is helped along by the
feeling, among proponents of "grass-roots" development, that links to
national bureaucracies ruin many of the good things about country life.
Bennett (1973:209, 227) argues that this negative view of relations

to national institutions, as reflected in the work of the "impact
theorists," has gained currency almost to the complete neglect of

the opposite side of the picture. The rural community, he argues,

is not always "at the mercy of the national bureaucracy," but just

as often will manipulate it for its own end or, at least, avoid its
undesirable features. Members of rural communities, he says, often
desire "closer contact with the urban national society and culture,
and...their institutions were formed with this contact in view from
the beginning" (p. 209). New ties to the nationél bureaucracy, in

other words, can result in a "continuation of desired trends" and

1The case of Chile under Pinochet is an extreme one, of course, where
relations were, indeed, impossible. But the effect that Smith
describes is just as likely to take place in countries where the
potential for relations is better and the aversion--together with

the "crutch" of outside donor funding--keeps it from being realized.
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not 11 "
just a "loss" of autonomy. One positive result of donor support
to rural coops and otheﬁlz;z;nizations can be the establishing of
the
se new ties, and the de opment of the capacity of local groups

to manipulate them.

If rural
communities desire "closer contact with urban national

society,"
ty," as Bennett says, then why do rural coops express such

aversion to one of its principal institutional forms--public-sector
agencies? We have seen already that part of the explanation is to be
found in the accuracy of the aversive view, and the fact that coops and
other "independent" rural organizations prize their autonomy above

all else; if they get something from a public agency, they fear, they
will have to give something they don't want to in return. But there
is another important reason for these expressions of aversion: in
order to get funds from outside donors, coops feel they must prove
their case about the hopelessness of going to the public sector.

They prefer funding from small donor organizations outside the country
because this relgtionship is perceived as less threatening to autonomy,
and as having almost no reciprocal obligations attached. Though the
Telation to the outside donor may be ideal in terms of autonomi,
however, it may not be ideal in terms of program success or in terms
of achieving more significant impacts--both major goals of the donor.
It is incumbent upon donors, then, to be particularly careful about

assessing the protestations of hopelessness vis—a-ﬁis the public
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sector that emanate from the organizations they are supporting--and
to disprove coop assumptions that successful links to national

bureaucracies will be punished with less support from the outside.

The ease of early success

The spillover benefits of the Bolivian coops and federations
peaked early in their histories, and then leveled off and started
to decline--as the following examples will show. This impressive
early performance often inspires donors to make subsequent grants to
the young coops, on the assumption that growth in membership and in
the number of coops will continue automatically, carrying the
performance and the benefits with it. If the coops could have
accomplished so much with so little experience at the beginning,
it is natural to imagine how much more they will be able to accomplish
after they have gained some sophistication. This seemingly logical
assumption turns out to be wrong because early successes are often
easy, in comparison to the task of carrying them into the future.
Donors, understandably impressed with the early successes, become
disappointed and perplexed a few years and a few grants later, when
the easily mastered things suddenly start to come apart.
There are various explanations for the relative ease of the
first successes of coops, and the disappointments that come later.
First, as we have already seen, it is often in the interests of

coop members and organizational health that coops do not expand.
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Certain i
activities, moreover, may be possible for peasant groups to

carry out at a low level but not at a higher one. And even with
growth, as we will see in this section, the high initial spillover
benefits of certain activities can diminish markedly after the first
few years. This will be particularly true of initial accomplishments
in the prices charged by coops in their input and consumer store
operations, and paid by coops to farmers in their marketing and

Processing operations.

M
0st coop leaders have a fascinating tale to tell about how

th
ey brought about a dramatic change in price. With great nostalgi
ia,

COINCA tells of bursting into existence by making fertilizer available
to farmers for half the Price at which private vendors were selling

El Ceibo likes to talk about those heady first years when it paid
peasant producers of cacao twice the Price that the private traders
were paying, and could still sell the cacao at a handsome profit in

La Paz. CCAM tells Proudly of how it sent its trucks into member
communities of sgch difficult access that private truckers would not
go for any price. All the groups tell similar stories about their
consumer goods operations: how they dealt a stunning blow to pfivate'
merchants when they first opened, with significantly lower prices,

or how they opened up in communities where there were no stores, and
where residents had had to walk miles beforehand to make their

Purchasges.
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Some years after these dramatic breakthroughs, one often
finds that private intermediaries are paying or charging approximately
the same as the coops. In some cases, these converging prices will
represent a meeting of coop prices by the private merchants, rather
than a rise of coop prices to pre-existing levels; the former
case will not represent a decline in social benefits at all, since
the coop's presence is helping to keep private prices in line. 1In
many cases, however, it seemed that coop prices were rising to pre-
existing levels, as noted above. Or, just as common, the coops were
having a hard time meeting the competition's price, as was particularly
apparent in the case of El Ceibo, which hung slightly behind the
prices offered by private traders for the purchase of cacao.

The most consistent inroads on spillover benefits occurred
with the consumer stores, where problems of mismanagement and credit
abuse caused federations to centralize their store operations or
to clamp down on the growth of member stores. This meant fewer or
no stores located where previously there had been none. The closeby
availability of goods and the reduced transport costs brought by
the "pioneer" stores were of greater value to consumers than any
price discount relative to private stores; as one group of communities
in the Caranavi hinterland said to the coop federation, "Just help
us to set up and operate stores in communities where now there are none,

and we won't care what price you charge us for the goods." The
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decline of stores in communities without them, in other words, reduced
the social benefits of this activity substantially.

The first price victories for coops usually followed disburse-
ment of an IAF or other donor grant, which was used to purchase
merchandise or agricultural produce. The lump-sum availability of
this operating capital created a euphoric sense of new freedom and
power; with a handful of operating capital and a simple decision about
a price, one could make dramatic improvements in people's lives.

At these first moments, the costs of management were not really known,
and the experience with costs that did exist did not yet reflect

the cumulative effect of the mistakes and misfortunes that plague any
business.l Eventually, however, the coops could not undercut and outbid
the private merchants and traders on a sustained basis, and still

cover their costs. Also, pPrivate traders sometimes moved into the
market spaces opened up by the coop, which had demonstrated that

a certain volume of demand existed in a given area. The largest

Private buyer of dry cacao in the Alto Beni, for example, decided to
start buying unpfocessed cacao and 1install his own processing plant

only after witnessing the success of El Ceibo's first plant in that

1

An evaluation of the AID-financed Cooperativa Integral del Gran Chaco
in Bolivia found the same sequence of events. '"While on the financial
side, the coop began quite successfully, problems arose immediately

gg)the management side. These problems still exist..." (Devres 1982:
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area, and after observing how such a plant works by visiting the of affairs as characteristic of "all movements that develop rapidly"

Ceibo plant itself. When private operators move in this way into (Ibid.), and as following an early "eycle of pioneer expansion”

the areas "monopolized" by a coop, their price will represent a new (1957b:472). With success, he says, the driving force of the movement

floor (or ceiling) beyond which coop prices can not stray. In seems to lose its vigor and complacency takes the place of enthusisem.

adjusting to these more rigorous market conditions (and to emerging He quotes one coop manager as describing these post-expansion

costs), coops may be mo longer able to generate the high benefits in doldrums as the coop having "

the world by the tail on a down-hill pull”

the form of price and other spillovers that they did in the beginning. (Ibid.). In this phase, he says, coops dislike criticism and teﬁd

Though this kind of competition will be disliked by the coop, it to justify their actions by past successes.

nevertheless represents a wholesome development for all those affected The Bolivian groups seemed to be following this historical

by prices in a region. (The coop, of course, does not see the pattern. Even when their prices showed little difference from prevailing

enhanced competition this way, fearing that the new competition is private prices, they continued to endow the store and marketing operations

out to "break' the coop enterprise and will ultimately succeed.) with great social significance.

When initial events create such dramatic

In telling the histories of U.S. purchasing cooperatives, Knapp first impressions, it is easy to fail to notice cubsequent and more

(1957b and 1969) notes a similar evolution from first easy successes to mundane signs that the first impressions no longer hold. For this

later more difficult and less impressive times. By the first decade reason, it is sometimes difficult for the outsider to discern chac

of the 20th century, he writes, private stores had responded coop activities with high initial impacts may be contributing very little

competitively to the lower prices of coop stores so that the latter of the same today. To point out the similarity of coop prices to

could no longer show social benefits in the form of lower prices prevailing prices, moreover, seems almost a sacrilege—-a showing

(1969:408). And as in the case of the Bolivian groups, it started of disrespect for people with a proud past.

to become apparent that "insufficient attention had been paid to |
From business to service

. . "
the maintenance of capital and the conduct of business operations,

What do donors do about the discovery that high initial

causing many stores to fail as a result of overextension of store .
spillover benefits, particularly in the area of price, no longer
credit and incompetent management (1969:408). Knapp sees this state

exist? One certainly would not want to blindly recommend a return
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to the early years of dramatic price differentials, because in many
cases it was better management that contributed to the decline in

price benefits. At the same time, one cannot necessarily resort

to increasing social benefits by breaking the bottlenecks to
expansion and increasing the scale of coop activities, because an
expanded level of operation may be beyond a coop's capabilities.
What, then, is there left to do? The above story about El Ceibo and
agricultural extension provides an example of one way out.

Though certain of the Bolivian coop activities no longer had

the golden impact of their first days, they nevertheless had evolved

into moderately successful businesses. This in itself was an

impressive accomplishment in institutional growth, given that these
enterprises were started from scratch by a handful of peasant leaders

five or six years ago. Though these businesses may now provide less

social benefits than they did at first, the success at business was
significant in causing the federation to be accepted as a presence

in its area of operation. If it later took on other activities

with broader social benefits, then the less socially significant

but prestigious business operations contributed to making those other
activities and their benefits possible. it is important to ask,
therefore, not just whether the coop's business activities are
benefiting only a small membership, but whether the whole gamut of

coop activities includes some socially significant pieces, or some
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movement in that direction. In some cases, these latter activities

may be financed out of the profits of the business activities-~which

is even more reason not to criticize a coop for an excess of enthusiasm
about business. Here is where E1 Ceibo's agricultural extension Project
comes in.

Over the last five years, as noted above, cacao yields have
fallen drastically in the Alto Beni, from 20 quintales to 5-10 quintales
per hectare, because of two fungal plant diseases--witches' broom
and blackpod. Because of the disease, the Bolivian state agricultural
bank (Banco Agrfcola de Bolivia) has not financed new pPlantings of
cacao for the past six years. Effective methods of combating cacao
disease have been developed only recently, mainly because the
government has not allocated funds for research in cacao; the local
government research station has worked on cacao only since 1978.

(As an export Crop, cacao was introduced by the Bolivian government's
colonization Projects in the Alto Beni only ten years ago.) For
witches' broom, the new disease~control technique requires drastic

and frequent pfuging——which increases the labor costs of this tree

_ Crop, but does not require large outlays for purchased inputs, unlike
Many other improved agricultural Practices. (Pruning is not effeétive
for blackpod disease, which attacks only the fruit and requires the

use of fungicides.)
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Promoting the new disease-control practices will have high

spillover benefits to non-members. Anyone can attend the Ceibo

extensionist's demonstration of the technique, carried out at a
centrally located farm in the community, or learn by watching his
neighbor. The nature of cacao disease, moreover, is such that a
member who has properly pruned and fumigated his stand of cacao will

still be vulnerable to the diseased trees of a neighbor. It is in the

interests of members and Ceibo, then, to promote adoption of the new

techniques by non-members. Because the pruning does not require

purchased inputs, finally, the adopter is not dependent on the coop

or the extension service for any part of the technique except its

explanation. This is a significant advantage of the new practices,

since problems of input supply and credit have plagued many programs

attempting to improve productivity in agriculture.

The new disease-control techniques are also desirable because
they help preserve the small-farm landholding structure of the Alto

Beni—-an old colonization area where the largest and most modern

producer of cacao owns 24 hectares, and where plots average 12 hectares

in size.

that is, without requiring an increase in the size of the area planted.

Given the tendencies of many colonization areas like the Alto Beni

to lose their egalitarian land structures, this characteristic of the

technology is an important one.

The new techniques enable production to increase substantially,

[\
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higher
g than those of today, the adoption of the new practices could

a

operations an
d consumer stores. Just as important, the large incre
ases

in
production that would follow adoption of the technology would
robabl
P ¥y not result in the usual price declines that increases in
agricultural production often do--because the Alto Beni's
cacao

is al
almost completely exported, and Bolivia is a marginal suppli
er

to the world market. E !
. 1 Ceibo's proposed extension program, in sum,

could i i
be a spillover activity par excellence. Unlike the stores

t
o be preceded by the formation of new coops, in order to yield

benefits.

El Ceibo' i j
eibo's extension project is an excellent example of an

a .
PPropriate path to take after the decline of benefits in other

H]

Ceib
o had itself financed the extension project out of its own

COTESU - i |

(for which it also used IAF funds).
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Business comes first

Why couldn't El Ceibo have started out with its high-benefit
work in eradication of cacao disease from the start? Do cooperatives
always have to start with business activities that bring rapidly
declining social benefits and built-in constraints to expansion?
After all, tasks like agricultural extension (or land titling) certainly
seem easier than running a business; they do not require timely decisions
about buying and selling, and are not fraught with the dangers of losing
one's capital completely through a mistake in timing or judgment. Then
why shouldn't the high-impact activities precede the business operations

rather than vice-versa? The most obvious answer is that coops engage

in business activities first because that is what people want--a
desire that is based on expectations that, in part, cannot be fulfilled
on a sustained basis.

Business activities make "natural" first tasks for other reasons.
El Ceibo, for example, became a presence in the Alto Beni, a force to
be contended with, by marketing cacao. Though combat of cacao disease
might produce impressive results, it would never be a war against
powerful persons with crushing economic power, the way marketing was.
Success in the marketplace, in other words, created awe and respect
in a way that the less adversarial activities like extension never
could. Correspondingly, business activities possessed concrete
symbols to celebrate their successes—-the coop truck returning to

town dusty after a victorious sale in La Paz, the rice mill with its
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shiny equipment and its thick walls enclosing large spaces, and the coop
store, shown off proudly to visiting outsiders. Agricultural extension
or land titling possess no such concrete symbols. The drama of the
successes in marketing, processing and stores, in other words, allowed
the coop to move on to other activities which, though promising higher
social payoffs, were not as glamorous and not such a sure sign of power.
Activities with high social benefits, like the agriculturél—
extension example above, often involve more dependence by coops on
other institutions than do coop businesses. 1In El Ceibo's case, agri-
cultural extension required a relationship with the state's agricultural
research agency. Land titling, initially taken up by COINCA and CCAM,
was dependent on the action of the government land agency, which caused
the securing of individual titles to take several months or years--
and the groups to abandon the programs.l For similar reasons of
dependence on others, COINCA abandoned a potentially high-benefit health
project; funds were insufficient, qualified personnel were lacking, and
difficulties were created by the government health agency that was
supposed to collaborate (Kraljevic 1978:21). A final and tragic
example of dependence on outside entities comes from the history of

Bella Vi !
Vista's attempts to mount a campaign against coffee rust in

ogzziiegesions for abandonment of titling were involved. Titles were
desiring the;?cgﬁssfully in process for the small number of coop members
the tirg.t (é erehwere pr?blems w?th the lawyers retained to assist in
vas enterig -8.s the charging of side fees to applicants); and the coo
ng an area already occupied in Bolivia by the labor syndicates?
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the late 1970s. Before Bella Vista could get anywhere, the Ministry
of Agriculture started its own campaign in 1979, sending its agents

to spray the affected areas without a previous educational campaign.
When the peasant farmers of the area came upon the agents destroying
their crops without warning, they became enraged and chased away

the agents brandishing machetes. The Ministry never came back.

Though Bella Vista tried to put together its own campaign, and obtained
financing from the IAF, it never succeeded (partly because the coffee
rust mysteriously disappeared in some areas). Service~type

activities may have a potential for high social benefits,

in sum, but they also can require an uneasy dependence on outside
institutions that enterprise activities do not.

Success at business allows coops to prove their mettle in

the eyes of the community by beating the "capitalists" at their own
game. When people speak in awe of El Ceibo, they talk first about

its market power--its 60% hold on cacao production in the Alto Beni--
rather than its price policy, its honest weights, or any other humane
and non-capitalistic behaviors. That growers were willing to pay
attention to the Ceibo extensionists' advice on radical pruning,

it would seem, was dependent on this image of El1 Ceibo as a powerful
and savvy operator. Similarly with COINCA: both members and outside
observers alike spoke with great respect of its ability to produce a

good wine and to sell to the best hotels in La Paz. This success
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agricultural agencies in Tarija to consider COINCA as a conduit for

some of their funds, and to think of working together with COINCA

in th
n the future. 1t ig as if the coop had to prove itself as a tough

capitalist, ip other words, before it could settle down to work on

some gentler things,

Beyond market power

th
ey will not necessarily do so. With their comfortable businesses

and d
reduced memberships, they may simply live out the Stereotype of

the elitist coop,

others.

has passed?

The direction that coops take is, in part, a function of

.

dise ‘ d P (o]
ase had become SO preSSing, fOr elites an oor alike that it
E]
was avw 9 Y W V -]

Stru
Cture of thig particular task had very high spillover benefits

In Sap
ta Cruz, in contrast, the "obvioug" next task after consunm
er
Stores gz i i
nd rice milling was mechanization of agriculture--the purchas
e

£




196

benefits were almost non-existent for this particular activity; even

within the coop, the service was beyond the reach of poorer members

with lands too distant to make mechanized plowing economic. (Tractor

rental services, of course, do not cause benefit distributions to
be as concentrated as would credit for individual farmers to buy
tractors; CCAM's approach to the task was therefore less income-
concentrating than it might have been if credit had been made avail-
able for individual tractor purchase.)

The direction taken by coops after doing moderately well at

business will also be determined by their own image of the kind of

institution they are. This is where their anti-capitalist rhetoric

plays a constructive role--regardless of how accurate it is, or what

difficulties it causes for the taking of sound business decisions.
Coops preach so much to their members and the community about how
community-minded they are, and about how hard they are fighting on
the side of the downtrodden against the forces of the rich and
powerful, that they can become quite nervous about acting

like the very capitalists they have so criticized. We refer later
to the problematic features of this behavior--most important, the
reluctance of coops to raise prices to cost-covering levels
because of the fear that they will be accused of behaving "just

like capitalists.” This self-inflicted fear also causes coops to

want to engage in some "do-good" services in addition to their buiness

M
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activities. In fact, the more successful the business becomes--
and the more coop prices converge with private-trader prices--the
more vulnerable the coop starts to feel about being accused of
"capitalist" behavior.

A final influence in the direction that coops take is what
donors say. Donor influence was the most important determinant of
the new activities taken on by the studied groups, much as I would
like to show the contrary. Though E1 Ceibo moved into agricultural
extension, for example, it was only with comprehensive financing
provided by an outside donor, COTESU, together with planning and
intermediation by Ceibo's resident German volunteer. CCAM created
its own equipment-repair shop on the advice of its priest adviser,
who obtained all the equipment through donations. COINCA, starting
out in consumer and input sales operations, moved on to a winery
because of availability of a German grant for the equipment, which
came with a completely trained volunteer German enologist. E1 Ceibo
went on to build a second cacao-processing plant--despite the
difficulty of buying sufficient unprocessed cacao to keep the first
Plant fully occupied--because of funding from the IAF. Bella Vista.

s
finally, decided to build a rice mill after starting to establish
itself in coffee marketing, because of free equipment donated by
Bread for the World. All these decisions about new activities were

eith
er determined by donor preferences, or influenced by the avail

ab
ility of donor funding for capital expenditures.




198

I am not saying that the above decisions, or the donor

- ew
influence on them, were bad. In most cases, the donor financed n

i t
activity turned out surprisingly well even if it did not seem to

make good sense. The point of the examples is that donors do have

considerable influence on the unfolding of coop activities—-if not
in an active sense of expressing preferences, then in the passive
sense of approving what coops present, and of financing capital

projects with greater relish than operating expenditures. Coops with

junctures
successful businesses, in sum, can go either way at certain j

in their growth. And donors exert considerable power at these

points, whether they want to or not.
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9 - Induced management

When the Bolivian groups embarked upon their IAF grants, none
of them possessed the management and accounting skills necessary
to carry out the grant-funded activities. In some cases, they still
do not have that capacity today, several years later. Stores do
not keep track of inventory, credit is provided to those who are
delinquent on past loans, sales are made without receipts. How have
these organizations continued to function, if the "requisite" skills
were not and still are not in place? The most obvious answer is
that all the groups received subsequent grants, which kept them from
experiencing the penalties of poor management. But did the additional
grants simply take these enterprises off the hook, or did the continued
SUpport represent a crucial "grace period" during which learning and
improvement were taking place?

The above question is difficult to answer partly because
the coops were usually good at some things and not at others, using
the profits of the successful activity (along with subsequent IAF
grants) to cover for the losses in the others. Under the subsequent
grant, the strong activity would continue to get stronger, even though
the weak might continue weak. Ultimately, the drain of the weak
activities on the strong one may cause the leadership to force some

improvements in the weaker areas. This seems to be what is happening
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now with CCAM, whose rice-mill profits were used to cover the losses
on delinquent loans to members. As CCAM leadership sees the profits
of its rice mill increasingly lost to paying off delinquent member
loans, it has started to revamp its credit-granting and collection

procedures, which will require less generous treatment of member-

borrowers than in the past. In this story, would one say that IAF

funding allowed the continuation of the lax credit procedures, or
that it facilitated the strengthening of the rice mill? The latter
activity created the profits to cover the credit losses which, in

turn, caused dissatisfaction among coop leadership at seeing the
increasing drain on their mill profits, and hence to the reform of
credit policies.

Because most of us regard certain management skills and
procedures as prerequisites (including myself, before going to Bolivia),
we are surprised when we see organizations without them, which never-
theless have succeeded in carrying out various income-earning and
other activities for many years. Instead of re-evaluating our concept
of prerequisites when faced with such evidence, we often settle for
explanations that allow us to maintain the concept. One can easily
explain the Bolivian case, for example, by saying that the successive
IAF funding masks the toll that poor management would normally take,
and allows the organization to keep functioning--a view that allows

us to continue believing that certain management skills and procedures
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are pr
Prerequisites. But the experience with the Bolivian coops also
allows {
us to try out angther hypothesis--i.e., that certain skills

]

rath 1
er than the prerequisite. Or, more practically, the desired

skills are so difficult to acquire--particularly when there is no
concrete activity on which to Practice them--that we really have
no choice but to start without them. If this is true, then doﬁors
have a greater responsibility to see that they are acquired after
the project is under way.

One of the ways donors can exercise their responsibility
to induce the acquisition of the requisite skills and procedures
is to support activities that show more tolerance for learning by
doing, and for which the social difficulties of improving management

are mini i
nimized. As discussed in Previous chapters, agroprocessing

Often, i

see such alternative views. Cersun cpo Ll PTOJects that one can
o s e success will so i
wer?ogttazof2§§hze associated with one of its "prerequiggtzz?ﬁ When
re 2o pre_eXiStiss,iZe tend to éscFibe the reasons for the failure
to oo ghree Withgf i;as or prejudices, because that is what occurs
that did cor oo ailure, mo?eover, we are explaining something
exist, aoiot b Epen as a function of a prerequisite that did not
This explanatione a;e ?xcused fFom having to present evidence for
about ostias at.f t is ?or this reason that I was not unhappy
the tar 0t our projects that were considered successful b

. § successes, it was clear that they would give more rzbust

evidence and be more d
emanding, in t
effect relations, than the fafiurzs.erms of postulating cause-and-
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and marketing are desirable on both counts, when compared to stores

and credit operations.

Advisers, patrons and saints

Another way for donors to meet their responsibility of inducing
the adoption of necessary management practices, after a project is
under way, is to provide ongoing technical assistance and even exercise
some control for some years. Though this kind of intervention is
against the IAF's style of operating, it was distinctly present in
three of the four projects studied, but supplied by other donors:
the German volunteer at E1 Ceibo, the priest at CCAM, and the German
volunteer-enologist at COINCA. Bella Vista, the least successful
of the four groups, had a variety of patron-advisers along the way,
though none with the longevity, charisma, or control of the persons
working with the other groups. Though a part of Bella Vista's problems

can be attributed to its political militance and subsequent repression,

I think another part is attributable to the absence of such an outsider--

with the dedication, bossiness, and skills of those attached to the
other groups. The Bolivian projects, then, are not necessarily a
testimony to the non-interventionist IAF style, because the onerous

task of intervention was taken care of by others.

The outside advisers of the Bolivian groups functioned not
only in a technical capacity but also as powerful patrons. They

brokered for the coop with state agencies and other donors, playing
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<7

a crucial rol
e in gaining access to other resources and to favorabl
e

of CCAM i
» the brokering was Probably even more important to the

federation'
S growth than any management skills that were imparted

by its patron priest. Does this mean that brokering is mor
e

indispe
pensable to coop success than good management--at least f
or

the first years?

T
hough the value of the brokering role of resident coop

advi
sers is generally understood, it is easy to forget that it ajl
also

3

continue to
do so in the future. Thus it was that the adviser-patrons

exerci
ised considerable control in their groups, usually a sour
ce

of di i
ssatisfaction to coop leadership itself at one time or anoth
er,
or to outsid
side observers like myself, who are surprised and disappointed
nte

to s
€e more dependence on outsiders than was expected

Coo i
P resentment of the outside adviser seemed greatest at

El Ceibo.
o O0f the three groups, El Ceilbo's adviser-patron was the

sy an al

the most
power over decisions. At COINCA, in contrast, the outside
r—

enologi
81lst was less resented. This was probably because the coop

Manager
ger, unlike all the other groups, was also an outsider--a paid
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university~trained agronomist--and the "outsider-resentment' was
focused on him. Also important, COINCA's volunteer enologist was
responsible for énly a small and well-defined part of COINCA's
operations--the winery--which she was allowed to rule with an iron

hand. Her specialized skill as an enologist did not give her the

license to control decisions in any other aspect of the organization--

in contrast to the more generalist, promoter backgrounds of the
other advisers. Wine-making, moreover, was an activity that, if
run well, could produce immediate results and income~-if, as in
COINCA's case, one could sell the wine before aging. The‘almost
immediate profits of the winery operation, and the successful
placing of the wine in the La Paz luxury market, provided evidence
to COINCA's leadership that the yielding of control to the enologist
could pay off handsomely.

The control of El Ceibo's adviser-patron was more diffuse,

covering various activities. It would therefore have been difficult

to attribute any one success to him--without attributing disappointing

performance in other areas to him as well. Because the broader

skills and involvement of the El Ceibo adviser were less task-specific

than those of the COINCA enologist, they were not as conducive to
transfer to a coop member or a local paid professional. COINCA's
wine-making, as noted above, was a task for which an outsider could

come in and leave a trained local replacement in a relatively short

could come second, but that a they

of wh
ether IAF funding was facilitating poor management
L]
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eriod i
P of time. To replace Ceibo's adviser with a Bolivian professional

in con
trast, would have required entrusting too much power over the

whole organization to an outsider.

Resentme 's |
nt to CCAM's patron-priest also was low, probably

because h
is power as a broker was much greater than that of the other

two outsiders: he arra
nged for all CCAM's outside grants, managed

the R
acquisition of most of their equipment and spare parts (much

of i
t, for free), negotiated tariff exemptions for equipment import
S,

and i
nd arranged for the credit they received from the local banking

system.
ystem. At the same time, his lack of experience in management and

account
ing, anq his role as a promoter rather than a technician
L]

did i
not give him the formal authority or the taste to get as deeply

involved in
e
veryday management matters as a professional manager
or

accountant would have.

Though the IAF did not intervene with the studied groups

or exercise i i
control over their decisions, in sum, somebody else from

the outsi - i
side did~-and, in many ways, to their ultimate benefit This

means no '
t only that management skills were not a prerequisite and

-know-how approach to the acquisi-

ti
on of the skills does not really describe what happened

Deprivation and learning: a chronicle of crises

We i
are now in a better position to cope with the question

or giving
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coops the time needed to learn. When the studied groups experienced
a threatened loss of funding, this proved to be a powerful force

in getting them to improve their management--as the examples below
will tell. Failing to provide additional funding while management

is still poor, then, will sometimes be just as powerful an incentive
to improve management as providing funding so as to extend

the learning period. Whether refusal or concession is

best will depend on the particulars of the case at hand, and the
conditions under which the funding is granted (or refused). The rest
of this chapter provides some sense of what these particulars are.

A donor's first decision to fund an organization should require
less consideration and interaction with the recipient than the sub-
sequent decisions. This might seem illogical, since one has to learn
from scratch about an organization the first time it requests funding.
But the first encounter will not be the appropriate one for inducing
improvements in management: what is needed will not be obvious, the
"laboratory" in which to work out the improvements will not yet exist,
and leadership will not be aware of the cost to them of not improving.
Only the second time around will the donor be able to learn how the
socio-economic environment of a particular coop interacts with the
nature of the tasks it undertakes, to produce successful results

in some areas and problems in others. Only at this later point
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will the donor really know whether it is wise to support thi
s

organization, and how it should be done

If i
donors give additional funding without understanding the

power of the inducement mechanism they hold in their hands th
s then

g g

.

the contin i
uation of weakness. Some subsequent grants to weakly

will .
not. The following stories should make thisg point clear

Bella Vista and the truck.

In 1981, Bella Vista bought a l4-ton

the ¢
ooperative had purchased a truck larger than that approved b
y

b4

3

operations were prpjected to be adequate for the successive 18 monthl
installments. y

Bella Vista's plans for meeting the quarterly truck payments
were unexpectedly upset by a more than tenfold increase in the price
of the U.S. dollar in Bolivian pesos during 1982, from 20 $b. to the
dollar to 270 $b. at the height of the truck crisis in October
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November of 1982.) Payments on the truck were tied to the dollar,
as are all purchases of imported equipment in Bolivia, while the
IAF disbursements were calculated in pesos.l In that spare parts for
Bolivian trucks were also completely imported, including tires, these
costs also increased more than tenfold, during a period when the
prices of agricultural products sold by the coop (mainly coffee)
increased by only four times at most, while hauling rates increased
only twice.2 (The life of a tire for a truck making the Bella Vista-
La Paz run is three months.)

The devaluation forced Bella Vista to take some decisions

that caused the truck to be operated more soundly than in the past:

1Though the IAF grant was actually denominated in dollars, the IAF
was drawing down Bolivian pesos from its IDB account, which was
comprised of local-currency funds with which Bolivian and other Latin
American borrowers pay back credits from the IDB's soft-loan window.
The value of the grant proceeds, then, decreased pari passu with the
devaluation.

2Freight and passenger rates charged by trucks in Bolivia are set

by the government, which is in turn highly constrained by the intense
popular protests that have accompanied increases in transport rates
in recent years in Bolivia. Though protests against increased trans-
port costs in Latin America are common in the cities, the protests

in the Bolivian countryside are more unusual in their intensity.
Bolivian peasant farmers have on more than one occasion shut down the
country's highway system in response to increases in hauling and
passenger rates and general dissatisfaction with the military regime.

Because of the combination of strong public pressure and government
enforcement, the low administered hauling rates actually seem to

be observed, not resulting in '"black-market" pricing that approximates
free-market levels. One sign of this is that the successive devalua-
tion of the peso in 1982 resulted in a marked decrease in the number
of vehicles for hire--both in the countryside and the cities--mainly
because of the high cost of replacing a tire.
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it decided to raise its low hauling rates, and to use the truck's

capacity better by taking on the marketing of bananas. The importance

and difficulty of both decisions will become clear from the following

Bella Vista had wanted to buy a truck in order to transport

and market dry coffee in La Paz. Though the coffee bought by the

coop (or carried for third parties) was enough to £i1l the truck’
and keep it working constantly during the coffee harvest (two round
trips to La Paz a week), the harvest lasted only three months. This

left the truck with little to carry during the majority of the year

except passengers and third-party cargos.1 In contrast to coffee
’

bananas are harvested throughout the year, and are produced widely

am ,
ong peasant farmers in the region; as a steady source of truck

cargo, therefore, bananas are ideal.

In order to engage in thi

had to register tﬁe truck siiﬁttﬁz EzgskzisPUSiness,
de Transportistas"). Without such registrati
considered a private vehicle and therefore no
for non-member cargo and passengers.

reg%stration as a painful political co
their interests as opposed to those of
they (the farmers) went out on strike w

the coop had
association ("Sindicato
on, the truck was

t allowed to charge

The coop looked at its truck
mpromise, because farmers saw
the truckers, against whom
hen hauling rates increased.

?sg:;;riiiﬁnogf thebcooperative truck also subjected Bella Vista

strikes sonis tno; eing able to market its produce during any future

Ll tf st the truckers, when only private vehicles would be

repiotarss piss. El Ceibo, in contrast, was able to get out of

for allowgd :s truck (for reasons explained above) and was there-

vho o o‘get its cacao through, as it proudly likes to tell
armer strikes closed the roads to all others. ’
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Bella Vista's decision to face the truck crisis by taking
on more marketing--rather than seeking more third-party cargos-—was
also a good choice. Because trucking is fairly competitive in the
Alto Beni, and because rates are controlled, truckers often make
their profits on buying and selling the produce they transport,
rather than on transporting the cargo of others. The buying and
selling of bananas, then, would provide more income to the coop than
would have the transport of the same amount of cargo for third parties.
The new coop activity in the marketing of bananas, of course, would
also bring income benefits to the banana producers. As a way of
resolving the devaluation crisis, then, the decision to go into

banana marketing was a constructive one.

A second constructive outcome of Bella Vista's truck crisis
was the decision to raise hauling and passenger rates (within the

limits allowed by government ceilings). The coop's comparative

calculation of pre-crisis costs and returns showed that even at that
earlier time the truck was not quite paying its way, if depreciation
were allowed for. Thus the devaluation crisis made Bella Vista aware
of the need to raise its rates, and provided the coop with a public
justification for charging more. This kind of justification was
extremely useful, because coops and their promoters tend to define

their social commitments in terms of charging lower prices than

lIncome to the coop can also be higher because it is not constrained
by administered rates in setting the rate it "charges" to itself for
products that the coop buys and sells. This is exactly what El1 Ceibo
did, as told in preceding chapter.
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ri
private merchants, whose price levels and constant price increases

d ,
uring inflation are looked at as exploitative. The increased truck

rates, in short, would have been difficult to come by without the crisis

Before the truck crisis, in sum, Bella Vista was not setting
its hauling and passenger rates at cost-covering levels, and was
not too concerned about keeping the truck working for income outside
the three-month harvest season. The devaluation and Bella Vista;s
resulting inability to meet the truck payments--a kind of simulated
loss of IAF funds already granted--resulted not only in desperate
appeals to the IAF to readjust the grant to its original dollar value,
but also in a plan to increase its rates and move aggressively into
the marketing of bananas. (It also searched hard for and obtained
a small grant from a Bolivian donor agency to help cover the immediate
payments due.) Though a withholding of IAF funds did not occur,
then, the effect was the same.

The sequence of events unleashed by the devaluation, it should
be noted, would not have taken place if the IAF had financed the full
amount of the Fruck and disbursed the funds in one lump sum, enabling
Bella Vista to buy the truck outright. Actually, this had been the
original plan, but Bella Vista decided to buy a larger truck than
IAF was willing to finance, and hence had to make the purchase on
installments, and rely on truck income as well as IAF funds to meet

th
€ payments. The healthy results of the truck crisis, moreover
’
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were contingent upon Bella Vista's not being 'rescued" by the IAF--

at least to the full amount of the payments owing. As in the case

of Bella Vista, donors are often asked to bail out their grantees

from such crises, and it is important that they first find out what
constructive actions are likely to emerge without their rescue
effort--as the IAF did with Bella Vista--or how additional assistance
might be limited so as not to abort the unfolding of these constructive
actions.

The "excess capacity" of Bella Vista's truck can be compared
to that of El Ceibo's cacao-processing plant, as discussed at the
beginning of the paper. The excess capacity at the Ceibo plant
provoked no crisis: the plant was donated and did not have to generate
income for amortization, so that the coop would not lose the plant
if capacity were underutilized. The Bella Vista truck crisis, more-
over, was provoked by sudden events outside its control--the
devaluation and the prior decision by IAF to allocate peso funds
for purchases to be made in dollars. This contrasts to the endogenous
and less sudden character of the excess capacity problem at E1 Ceibo.

Not all crises, finally, point conveniently to the obvious
steps, which can be taken immediately, that the Bella Vista crisis
did. Another Bella Vista crisis is a perfect example, which was

caused by political activism leading to severe political repression.

There was no obvious constructive solution to the capital losses
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ca 1
used by the repression, or the lingering trail of fear in the Bella
Vista region about associlating with the cooperative. The truck
crisis, unlike the repression, gave Bella Vista a chance to avoid

th
e capital losses by taking certain steps beforehand. And it gave

Bel
ella Vista a chance to emerge a victor in the eyes of the community

and not a symbol of fear.

COINCA and the audit, Another example of the sequence of poor

management, threatened loss of funding, and an improvement in
management is the IAF-sponsored audit of COINCA. Started in July
1979, -the audit was not completed until September of 1980 because of
the large number of missing and inadequate receipts for large expen-
ditures. Also, COINCA stopped the audit for long periods because it
"froze" in fear of the coming reports, which would jeopardize
COINCA's chances for disbursements on further IAF funding. The
auditors found gross mismanagement, particularly in the area of
stores and credit, and made specific recommendations for improvement ,
in a report avai;able to both the IAF and COINCA. The IAF suspended
disbursements until a second audit was made to see if the first
audit's recommendations had been adopted.

Obviously, the audit caused a crisis at COINCA. The credit
Program was suspended temporarily, the sole paid agronomist resigned,
moves were made toward hiring a professional accountant and estab-

lishi
hing a new accounting system, and the Board of Directors started

1

Cszgnﬁezaréous actions, a local military unit "investigating" the

eloeady Esadigself to much of the store inventory and prohibited the
truck from hauling its undried coffee to La Paz causing

th ] . .
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on
to exercise more control over the manager (after putting him

one-month obligatory vacation).l Independently of the IAF's actions,

the uncomplimentary findings of the audit became known in Tarija,
because of the open nature of COINCA as a cooperative federation,

and because of COINCA's involvement with ACLO--an outside institution
with a gripe against COINCA, and therefore happy to make common

cause with anybody else finding fault with the federation. Because
of this public airing in the small departmental capital of Tarija,
the audit discredited COINCA among the private and state institutions
upon which it was hoping to get support--particularly the private
The discredit, in

banks to which it was appealing for financing.

turn, also scared COINCA into making some of the recommended

improvements.

Capital to buy grapes.

1
of financial deprivation on coop management. COINCA's winery, as

noted above, was not included in IAF funding. Though the equipment

and the technical assistance were paid for by the German volunteer

es, or to even
agency, COINCA had no operating capital to buy grap

lDespite this stir, COINCA's salaried ac?ountant (and ACL?) g:lzate
that the IAF started to disburse again w1thou§lividigceizinz Szore
he manager was st author

improvements--for example, t L rarnat mew
bers who were delinquent on pas » aga

C;iiit ggdngainst the auditor's specific recommendations handft?:t

Ehe IKF'S unusually powerful leverage at that moment was therefo

not being used to COINCA's advantage.

COINCA provides another example of the effects

>
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make a 20% down payment to sellers, as private distilleries were
doing. COINCA therefore applied to IAF for operating capital, some
months before the harvest season; COINCA, some months later, found
itself almost on the top of the harvest season with not even an
initial reply from IAF, let alone operating capital. Since grape
growers would not sell to COINCA unless they received at least the
amount of cash that the private distilleries were paying, COINCA
would have had to let the winery sit idle for a full year if it did

not acquire operating capital by the start of the three-month

harvest season.

Waiting in vain for a reply from the IAF, COINCA applied
in desperation for credit from a private bank, which was managing
a special Central Bank line of credit for operating capital to agro-

Processing industries (the AID-funded "Warrant Credits"). The bank

granted the credit, the grape purchases were made (for 20% down),
the wine was bottled and sold, the debt was repaid, and COINCA was

able to pay off the rest of the amount owed to growers sooner than

the private wineries--thereby establishing a reputation among peasant

growers as a buyer to be trusted. Thus the IAF's inadvertent financial

deprivation of COINCA--in the form of not responding to a request

for a grant that COINCA assumed would come through--forced COINCA

to gain access to and establish a credit record at a major private

bank in Tarija.
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Though this story does not really tell us about an induced
improvement in management, it does show the impact of financial
deprivations on forcing coops to go to banks, rather than rely on
the IAF, when they are at the stage when they can gain access.
Elsewhere in this report, I have commented on the tendency of coops
to overdo their contempt for banks and other entities in charge
of development services, and to eventually suffer from their self-
imposed isolation. COINCA's "forced" entry into the Tarija banking

system, then, was an important and difficult step in the development

of its ability to survive on its own.

CCAM and the credit problem. Another example of forced improvement

in management resulting from the withholding or inadequacy of IAF

funds comes from CCAM in Santa Cruz. As with the other groups, CCAM

was lending out its IAF grant monies to individual producers at
excessively low rates of interest--which, along with inflation and
delinquency, made it impossible to maintain the value of these credit
funds, let alone cover the costs of administering them. The coop

set interest rates low because, as the argument always runs, it would

be "unjust and usurious” to charge more, and because farmers would

"never" take credit at such higher rates. When the credit funds

dwindled and member demand continued high, CCAM had no other choice

D
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but to seek more loan capital from the banking system.1 It succeeded

in obtaining financing from a private bank in Santa Crugz and had no

trouble passing it along to member farmers at the prevailing interest

rate (27%), which was more than double what it had been charging for

d 2
credit on its free IAF monies. (With inflation rising from 20% to

400% during this period, all these rates were negative in real terms. )
CCAM suddenly found, in sum, that it was willing to charge higher |
interest rates when this was the only way for it to replenish its
credit fund--and that members would indeed show no hesitation about
taking credit at these higher prices.

Another example from CCAM of the effects of loss (actual or
expected) is that of the rice-mill profits noted above, which the coop
had to immediately surrender to cover delinquent payments on

bank credit re—lent by CCAM to members. When CCAM saw its rice-

mill profits disappear in this way, it embarked upon a more
d .
isciplined program of credit allocation and collection. This

co i
ntrasts with its lack of reaction to the erosion of its IAF

It h
to coizrszgzittedha second grant application to IAF, but for fundin
IAF denfed thpurc ase ;f tractors for sale on credit to member coopg
€ proposal, not on mana i
t . gement grounds, b i
hat mechanized agriculture was not appropriate. ZSe:tAEEZEEiz zt)believed

It d
rate igszo£5e27;ow§ver, as ixplained above, when the indexed interest
: A 5 a result of the d
it de s evaluation of the pe
rice ;;iiésto cgver the differential between 27% and 57Zp03:’o?nghe
oan ar a flz;:iigs; tEver.l t?o?gh it had knowingly contracted the
PR ate, it felt it was unfair to re-lend
vidual members at one rate and then end up charginznangzher
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rotating-credit fund. Because it did not have to repay the IAF, it

did not experience this loss as a real ome. .

Overnight changes and forced interactions

Two aspects of the above stories of financial deprivation
merit comment. First, the financial deprivations led to improvements
in management almost overnight. This suggests that poor management
in these particular areas was not necessarily a result of inadequate
training or skills. »People knew exactly what steps they would have
to take, that is, but had not done so earlier because it was easier
not to.1 Going to the bank for operating capital rather than to the
IAF cost more and required the mortgaging of coop assets; marketing
bananas was more work than letting the truck sit idle during the slack
season; raising hauling rates was more politically difficult than
leaving them at levels that did not cover costs; being hard-nosed
about credit collection took more work and was more socially
distasteful than the easy and pleasant task of giving out credit
and helping your friends; and charging low interest rates to member-

borrowers was a friendlier deed than charging higher ones.

1Leibenstein (1966 :404-405) made a very similar point: "Not every
change in technique," he says, "implies a change in knowledge.
The knowledge may have been there already and a change in circum-
stances induced the change in technique."
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In al i
1 these cases, financial deprivation changed the relative
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sense i
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deprivation, that change the relative costs of improvements in

management.

A second theme that emerges from the stories told above is
the importance of relations with local commercial banks in bringing
about the desired improvements in management. In each story, the
coop was either forced to go to the bank for the first time, or forced
to improve its management in order to repay an existing debt. The
bank relationship had wholesome effects on management practices because
the coops usually had to pledge their assets in order to obtain the
loan; they therefore became more concerned about practices that might
threaten their ability to repay--such as charging prices that were
too low or being slack about credit collection. The chronic problem
of not being able, or not wanting, to charge reasonable interest
rates was also resolved in one fell swoop when coops suddenly had
to get their loan capital from the banks, paying market rates of
interest, instead of from the IAF with no repayment responsibilities
at all. This helped the coops learn that their members would gladly
take credit at market rates.

Having to obtain credit from the bank also made it easier
for the coop to charge for its administrative costs, since a few
points of commission charged by the coop on 27% interest stood out
less than a few points of commission charged on 10% or 127 interest.

Getting credit at the bank also forced coops to be more careful and
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selective about the kinds of activities they were going to undertake,
and their phasing. With free money, coops tended to plan and ask
for the world--and then think about how to draw down the monies later
Having so much money around--with no urgency associated with spending
it or paying it back--facilitated the casual attitudes of the studied
groups about giving money out (in credit) and getting it back.1 Being
forced to go to the bank, finally, helped coops overcome the gu1£
that they themselves often created between themselves and the institu-
tions dispensing development goods. Given the alleged hopelessness
of peasant coop attempts to deal with banks and other institutions,
I myself was surprised that CCAM and COINCA had been working with
private banks for some time, particularly in light of the obvious
questionability of some of their management practices.2

Gaining sustained access to the national banking system,
in sum, will be essential for any coop enterprise, if it is to even-

tu
ally stand on its own without IAF support. As long as these groups

v
coi;i?;s IAF;staff members reported similar attitudes in other
fount ?s. {lember ?o?ps, or individual borrowers, knowing that
ation was receiving credit funds "for free" from the IAF wa 1d
s> Wou

argue that there was no reason
that
back if the federation didn't. at they should have had to pay

In di ’
pOint:sigszigghggesgiszgzz ong.S. ;ooperatives, Knapp (1973:217, 404)
errect of the relationsh
A ationship with banks.
Sﬁ:::zzntznkih%nsisted on proper audits and informative finaizizl
s is forced coops to establish and maintain such systems

and to raise their aud
ettty iting and financial-reporting standards
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can obtain monies from the IAF they will do so, since it is less

costly and less risky than going to the banks. This does not mean

that the IAF must withdraw completely in order to force the coop to
the bank. After the first round of IAF financing has established

the coop's credibility and provided it with assets that can serve as

bank guarantees, the IAF may want to continue financing some

activities, such as those that do not generate income--and send the
coop to the bank for the more obviously bankable projects, like

operating capital for marketing.

Infants and the IAF

If bank credit is such a desirable taskmaster, why should

the IAF finance coops with grant monies in the first place? Why

shouldn't they be sent to the bank from the start? Clearly, this

is not possible because the first IAF grant provides the coop with

two basic ingredients for getting a bank loan: (1) a pool of operating

funds with which to open a bank account and keep a large balance,

which will serve as the compensating balance required of borrowers;

and (2) assets against which the loan can be pledged--the coop

headquarters, the store and its inventory, the agroprocessing

installations, and the agricultural and transport equipment.1 In

lI was struck by the fact that the first bank loans obtained by CCAM

and COINCA were obtained from private banks, rather than the state
agricultural bank. Private banks, after all, are supposed to be even
more hard-nosed about lending to peasants and coops than state banks.
But the private banks at which these coops took their first loans
were the same banks at which they helf large deposits in the form

of checking accounts for their IAF funds.

At these moments, therefore,
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Corruption: a cautionary note

All of the studied groups seemed to have experienced a chronic
and low level of malfeasant deeds by one leader or another, mainly
in the form of taking from the till. Though some coops passed out
of existence as a result of these depredations, others seemed to be
able to survive perfectly well with them or, at least, continued to
limp along. Coop leaders and members seemed somewhat tolerant of
this bad behavior, at least in terms of not denouncing or removing
the leaders whose self-serving actions became known.

When corruption and greedy actions do gain attention, it
is sometimes because the accusers are dissatisfied about other issues,
but the charge of corruption is a more vivid way of venting one's
dissatisfaction and discrediting one's opponents. Accusing someone
of corruption rather than bad judgment is more satisfying, moreover,
because the ethical standard on which the charge is based cannot
be challenged. Accusations of bad technical judgment can always
be counteracted with arguments based on different technical criteria:
the "wrong implements bought for a coop store were perhaps available
at a better price and better than the traditional ones, or the
"overbuying" of inventory was pehaps justified by a very desirable
bulk discount that more than compensated for the loss of capital

tied up in inventory. When accusations of malfeasance are made,

moreover, it is usually in one-to-one conversations, behind backs,
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and

nd not in groups. Thus they do not get transformed into action
L]

as evidenced by the fact that the malfeasant leaders and managers

always seem to remain on the scene.1

The case of COINCA. The atmosphere of COINCA was filled with

accusations of corruption. As the only one of the studied groups
with a non-peasant manager, COINCA is somewhat of a breeding ground
for distrust. The manager is not one of their kind, the peasant
leaders feel, and the coop is therefore out of their control, no
matter how enlightened the manager's judgments might be. They
criticize him, however, for having his hand in the till--a pithier
attack than to say, as did one disgruntled ex-leader, that "a peasant
doesn't want to go into his own coop and have to sit down and be
talked to by an intellectual!™

Complaints about bad judgment easily shade into accusations
of graft. When Pressed for specific examples of misconduct, the
COINCA leaders usually cited instances of bad judgment rather than
graft--buying too much stock of one item (which, however, might be
a result of kickbacks), not knowing what implements farmers like

most, etec,
s c. This is not to say that the peasants' characterization

1
I
41;_228§ug{n3§ g?igszgtstrawberiy coops in California, Wells (1982:
' ) : accusations of corruption-- .
tﬁg:ésmg and "anti-cooperativism." She attributes iiewzii 3:n2f f
charges to the tension between the egalitarian ideolggy oz °

Cooperativism and the realit
of
leaders and salaried emploYeZs. unequal authority held by elected
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of their manager was untrue, but only that malfeasance is an all-

purpose accusation because it is effective and satisfying. Thus
it will be used in some cases where there actually is malfeasance
(often on top of other faults) and in others where there is nomne,

or very little. The indiscriminate use of the accusation numbs our

ability to find out if malfeasance actually exists when we hear

about it.

Accusations of malfeasance at COINCA also came from the

federation's founder-facilitator, ACLO. As noted elsewhere, ACLO was

dissatisfied with COINCA's "oxcessive" interest in its income-earning

activities, as opposed to community and class issues. In ACLO's eyes,

the manager and the peasant leadership were "on the take' together.

Similar accusations were made by COINCA's part-time professional

accountant, who works full time in the public-sector development

agency of the department of Tarija (CODETAR). He sees COINCA's

accounting practices as unprofessional, and feels that the manager

and the leaders are breaking sound business rules and are on the take.
Finally, COINCA's German volunteer-enologist also puts a plague on
both houses--judging both the professional manager and the peasant
leadership to be up to deeds of no good. (The manager seems to be
such accusations--

the only one not anxious to unburden himself of

whether out of discretion or complicity, one does not know.)
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Evaluators should take great care in gauging such denunciations
of malfeasance because they may reflect a level of corruption that is
longstanding and tolerable. The corruption may be denounced at a
particular moment because of people's dissatisfactions about other
things--the social distance between a university-trained manager
and a peasant leadership, the accountant's distaste for sloppy books,
the Catholic-action agency's disappointment over a coop's lack of
class militance, a German enologist's desire to run a tight operation.

Though the accusations of malfeasance came thicker at COINCA
than at the other studied groups, I was still not sure whether
malfeasance was actually worse there. The greater intensity of the
accusations, it seemed, might also reflect the much greater socio-
economic heterogeneity at COINCA. In contrast to the homogeneity
of the other groups, there were three different groups of actors at
COINCA and two different institutions: the three actors were the
peasant leadership, the urban professional employees (the agronomist-
manager, the accountant, the bookkeeper), and the urban and Catholic
social activists of ACLO. The two institutions were ACLO and COINCA.
The other studied groups involved peasant farmers only. If outsi&ers
were involved, they were in an ancillary capacity and formally sub-
ordinate to coop management (the German volunteer at E1l Ceibo,-the

Maryknoll priest at CCAM)--and they came to the coop group as

individuals rather than as organizations, like ACLO.
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The unique social heterogeneity surrounding COINCA could
have upset the social consensus around low-level malfeasance that
might exist in a homogeneously peasant group--a consensus that would
reflect the acceptance of certain behavior as socially acceptable,
and the ability to discern acceptable malfeasance from the more
crippling variety. The urban professionals, in contrast, would be
judging what they saw according to criteria of how a modern organization
should behave; taking from the till is malfeasance no matter how
mild and under control it is--and hence these professionals might

not have the ability or inclination to discern harmful malfeasance from

the acceptable variety. When pushed, in fact, urban critics of the current

level of malfeasance at COINCA admitted that it probably did not have a

significant impact on the operation of the organization. The social

structure of COINCA, in sum, may have generated more accusations of
corruption, but not necessarily more corruption itself.

Though COINCA's unique social heterogeneity should temper
one's interpretations of the grumblings about malfeasance, the mix
of activities engaged in by COINCA does seem more vulnerable to
corruption, as compared to the mix of the other groups. 1In relation
to COINCA, the other groups have a much higher proportion of processing
and marketing activities, along with transport and agricultural
COINCA has little processing, marketing or transport

equipment.

activities, and thus the management of credit and stores plays a
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relatively greater role. Agroprocessing and marketing, as noted

elsewhere, have some built-in protections against malfeasance, while
’

cred
it and stores are the opposite. 1In fact, the accusations of

malfeasance at COINCA always related to the credit and store

operations, and never to the grape buying and pProcessing

For various reasons, then, we are handicapped in trying to
disc
over malfeasance in coop organizations, and even more so in

t
rying to understand its impact. Our understanding of corruption is

1
opsided because we never look for chronic malfeasance in successful

organizations, so we do not know what it looks like when it does not

cause problems. We only hear about it when serious problems arise--

whether related or not to corruption--so we come to associate

corruption with problems. But if corruption also exists in successful

or i
ganizations, then the correlation between corruption and problems

is
spurious or, at least, less direct than is assumed. We are not

5

we do not usually look for or hear about corrupt deeds in the

successful groups. When we do hear about it and the group is still
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10 - The well-tempered capitalist
successful in some ways, as in the case of COINCA, we have no way to o 5

judge the case.l Those who criticize the choice of cooperatives as instruments

of development argue that, when successful, these organizations tend
to become self-serving “capitalist" enterprises that benefit a small
elite membership, and often end up exploiting the poorer members of
the community. A frequently-cited example of such selfishness
is the way production coops treat their seasonal labor: as soon as
these coops start to do well, they close their ranks and shift their
work obligations to outside, low-paid laborers, whom they will not
allow to join the coop, let alone to unionize.

There is no question but that a narrowing of the benefits
of coop activities often takes place as the coop becomes more
successful as an enterprise. But this phenomenon is not necessarily
inevitable. And the collective production endeavors, most frequently

cited by the critics, actually seem to have a built-in tendency to

i 1
my colleague Ruth Dixon, when she was help;ng me with iosititiﬁzsgizi
ject. She was struc
lysis of data on a previous projec
:gzty:: are immediately suspicious of the quality of our iizdeEen
they do not show the trend, or lack of trend, that we exp Ste
thiiking we may have made calculation errors, or th?t th; ti adata
bad But we are not equally suspicious ﬁf the guaiit{azk Ofeit 2
. how the trend, s
he calculations when they do s :
:Zde;chted We have good reason to be suspicious, :'am 2§§u;2§£1ems
. between corruption s
he seemin attern of association .
gic;uze of thg zystematic (though inadvertént) way our observation
process excludes the cases of corruption with success.

tendencies in the opposite direction. In previous chapters, we
Saw some examples of these natural tendencies toward desirable
benefit distributions, and how the attributes of coop tasks helped

to determine whether benefits would be narrow or broad. In this
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chapter, we will look at the attributes of the social and economic
environment, and show how these influences can temper the tendencies

of entrenched coop leadership to act only in their own interests.

Crops and their social character

Some activities undgrtaken by coops, including the studied
groups, obviously exclude the poorer members of a community: services
benefiting farmers exclude the landless (though they may increase
employment opportunities for the landless); access to credit may
exclude those without secure title to their land; investment credit
for agriculture (often for establishment of perennial crops) can
exclude poorer farmers because only the better off can afford to
wait several years until the returns of such an investment materialize.

To what extent did the entrenched leadership's control of the studied

groups cause such exclusions to take place-—and to what extent were

other factors determining? 1In some cases, as the examples of this

section will show, control by the better off together with structural

factors caused the exclusions to occur and to escalate. In others,

structural factors worked in the opposite direction. COINCA is a

good example to start with.
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COINCA: grapes vs. potatos. COINCA's winery is its only marketing
and processing activity. The 130 grape—growing members (out of

400 total), are the only ones to receive regular technical assistance
from COINCA, all necessary inputs, and an assured market. Since
investment costs for establishing a vineyard are high, the grape-
growing members are a better-off minority.1 COINCA pays considerably
less attention to the annual crops grown also by the poorer farmers
of the area, the most important being the potato. (Its fertilizer-
supply operation is a significant exception, since fertilizer is used
mainly on potatos in Tarija.) No attention at all is paid to corn,
the cultivation of which is a sure sign of poverty because it is
grown disproportionately by those without irrigated land.

COINCA's emphasis on grapes was not only the result of elite
self interest. The steps necessary to do something for grape growers
were easier and more obvious than they were for potatos and otﬁer
important annual crops. Grapes pointed to a feasible processing
activity, which represented a Ccompact project appropriate for donor
financing——equipment and technical assistance for a winery. With

wine grape
grapes, moreover, one could realistically aspire toward complet
e

1
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vertical control of a production process that would provide considerable
added value--from cultivation of the grape to marketing of a processed
product that can be stored easily and indefinitely. The grapes
themselves, of course, required no storage capability of COINCA--

in contrast to table grapes, as well as potatos--because they have

to be processed within hours after harvesting. The wine-making
process, finally, reduces the volume of the product markedly;

together with the need for only one central processing facility,

at which the final product can also be stored, this means that the
physical requirements for storage capacity are not great.1 If

grapes had not had such desirable characteristics, the self interest of

the grape-growing leaders may not have been sufficient in itself to direct

coop activities toward grapes and to generate successful results.

1To market table grapes is much more difficult than wine grapes,

of course, given that table grapes require both refrigerated storage
and fairly rapid sale to final consumers. It is interesting that
COINCA is now exploring the possibility of taking on this more
difficult marketing task, as complementary to its wine-making
activities. It plans to sell the grapes it does not use for wine-
making for direct consumption, which would free its grape-buying
from the limitations of its wine-making capacity, and thus extend
the benefits of this new and better market to more peasant producers.
As a second step after wine-making, the marketing of table grapes
probably has more of a chance of succeeding than if it had been
taken on from the start, and not in conjunction with the wine-

making operations.
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Unlike wine grapes, potatos offer no neat project--even though
they would have been a desirable investment in social terms. Not only
were potatos produced by most Peasant farmers in Tarija, but they were
one of the few profitable Peasant crops in the region (in addition
to some fruits and vegetables). Potatos were also one of the few
peasant crops in Bolivia for which fertilizer use was economically
feasible and, partly for this reason, were second only to wheat iﬁ
productivity increases during the 1963-1972 period.1 Though the storage
and marketing of potatos would therefore have been an obvious step for
COINCA, it was a difficult one. Peasant farmers in the Altiplano of
Bolivia traditionally store potatos in the ground, where they
freeze, and put them through a thawing and freezing process that allows
them to be stored for long periods. This is not possible in the
highland valleys of Tarija, with their lower altitudes and warmer
temperatures. The storage and marketing of potatos in Tarija would
therefore be a major infrastructural and marketing task——organizationally

complex because of the need for many decentralized,storage facilitijes,

and requiring cgnsiderable marketing skill because of the need to

Zer,
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decide when it 1is best to sell.1 The stored product, moreover,

would still have to compete with the Altiplano potatos that are

marketed in Tarija. The forward integration of potato production,

then, was in no way as feasible as that of wine-grape production.
In deciding how grapes came to receive more attention from
COINCA than potatos (or corn), one finds it difficult to separate

out the structural aspects of the two crops from the self interest

of the better-off leader-growers. The role of self interest,

moreover, is even more diffused by the fact that only five of

COINCA's 28 member communities had soil quality and drainage

conditions suitable for grape cultivation. This weakens further the

"elite explanation” as the sole reason for COINCA's attention to

grapes.

CCAM: cane vs. rice. CCAM provides another example of the inter-

action of leadership self-interest and structural factors in

determining how a coop behaves. CCAM is run by a minority of better-

off cane-growers (12% of the membership), who are distinguished

from poorer members who cultivate upland rice. Cane is competitive

1COINCA actually did make a small effort to market potatos and corn,
but was unsuccessful because of its lack of capacity to store and
because of the reliance on producers to sell their own produce at

" stalls in the capital city's central market, something they had
never done before. ACLO is now planning a potato storage project,
to be presented to the IAF for financing, which would involve the
COINCAs of Chuquisaca and Potosi, as well as Tarija.
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of the rainy season. In none of the other coop environments was there

such a marked distinction--in cropping systems and geography~~between
the poorer and the better-off farmers.1 The influence of CCAM's
better-off leaders, then, was clearly reflected in the federation's
first steps.

Most of CCAM's founder-leaders were not growing cane when the

coops were formed. Because they had accumulated some capital,

however, they were "on the verge" of making the transition from
shifting agriculture to stable “mechanized" land.
CCAM gave them the means to make the move and sustain it

through (1) the purchase of a cane quota at a nearby sugar mill

out of donor funds,2 (2) the acquisition of trucks, tractors and

trailers to transport member cane to the mill, and (3) the estab-
lishment of an equipment-rental service for clearing and cultivating.
Unlike the processing of wine grapes, cane milling was not a

natural" next step for the federation, because the investment in

1This distinction is described more carefully in Hale (1978:13-16)
and Maxwell (1980:164-168).

21n 1976, CCAM bought a 12,000-ton quota at a local mill for 100 S$b.
a ton, with a donation from Bread for the World. It was impossible
for small farmers to purchase these quotas individually even if they
had the resources. The mill quotas are the result of a government
program that allocates quotas to the various mills, and requires that
the producer buy a right to sell a certain amount to the mill by buying
a proportionate share of equity in the mill. The donation received
by CCAM for this purpose was large enough to buy a quota that the

federation has never filled.
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There are various other examples of this public sensitivity. side of the river sold their cacao to Litoral, as the agent of E1

i hold the 1i th i
When E1 Ceibo felt it could no longer ho the line on the price Ceibo. Concerned that the yearly distribution of profits from cacao

d i h il
of its truck services, it felt it could not raise the rate unt buying to its small membership (15 persons) would provoke criticien

" . n
it first held a series of community meetings "educating the people by non-members, Litoral devised the following antidote: it planned

to th it f this act. Bella Vista also spoke of havin
as o the mecessity © P 8 to set aside a fund of "non-member profits," to be calculated on the

to explain its truck crisis to the community in order that it would .
Xp ¥ same basis as member profits--i.e., proportional to the seller's

. i f relief
understand the need to raise rates. And it breathed a sigh of relie share of total cacao bought by the coop. When the time would come

for having a strong external justification for the action—i.e., for the annual distribution of profits among members, the non-member

i he 1 installments, the
without increased truck income to pay the loan installments, shares would be announced but put aside in a fund for community

. . . [ . . t
coop would have to give back the truck. E1l Ceibo's decision to projects, such as the building of a school, a church, or a soccer

i - -memb
distribute the profits of its cacao-processing plant to the non-members field., If non-members did not want to "lose" their share of the

h ken i t so
as well as members from whom it bought cacao, was taken in par Profits to community projects, they would have to join the coop,

- ' ! i ff them."” , )
that the non-members "would not say we're making money o em making the same capital contribution that members had made. 1If they

i king thei d
El Ceibo charged lower hauling rates to farmers taking their produce gave up their profits, of course, the commnity would bemefit. In

it was marketing itself: the
to market than to those whose cacao i s g either case, Litoral would be spreading its good fortune outside the

latter rate could be higher because it was '"hidden" in the margin existing membership

1 : d
between Ceibo's buying and selling price, whereas the rate charge Litoral's idea was an ingenious ome. By committing a share

as low. . .
to farmers was explicit, and therefore had to seen as of its profits to projects that would benefit the whole community,

it
The most interesting example of concern by a coop over s the coop was spared of the criticism that it was behaving like a

! £ E1l Ceibo.
community image comes from E1 Litoral, a member coop o eibo "greedy capitalist.” At the same time, this commumity-minded offer

i ' hich had to b
Because of Litoral's position on the Alto Beni River, which ha e constituted an incentive for non-members to join--that is, so as

crossed in order to market cacao--and because it provided motorized boat .
P not to "lose" their profits to the community. No matter what the

transport service at low prices--all the cacao producers on that individual non-member's decision, the coop could not lose: it offered
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profits to non-members in a form that they could not receive unless
they became members--and if this offer was rejected, the coop was
still beyond reproach because these unclaimed profits would be
selflessly spent on projects of benefit to the whole community.
Litoral's offer, finally, removed one of the major risks of joining
and contributing to a coop--that one would get nothing in return.

Tt allowed the non-member to take a wait-and-see attitude, until the
receiving of benefits was a certainty. Though this would not be a
successful approach to getting a coop started--since everyone would

prefer to wait and see--it certainly might be good for expanding

1Note the difference between Litoral's and Ceibo's form of sensitivity
to being looked upon by the community as exploitative. Ceibo offered
its profit distributions to non-member sellers of cacao without
requiring anything in return, and thus removed any incentive for

them to become members. Ceibo, of course, had a lot more to worry

about than community image: it was trying to secure a supply of
unprocessed beans for its processing plant, so it could not afford

the risk that non-members would not be attracted to join by a Litoral-
type offer. Also, it needed to pay the equivalent of a price premium
for this non-member supply--a premium that might have been canceled

out by membership charges.

Note also that Litoral's offer appeals to the "individualism"

that many coop supporters rail against--by encouraging the non-

member to take his profits, rather than let them revert to a community
project. ("If you join, you'll get your money; if you don't and
the community gets a school, you lose.") It is this kind of "individ-
ualism" that coop promoters like ACLO and other church-affiliated

action groups find disappointing.
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a successful one like Litoral.1

There are other examples of coop sensitivity to pressures
to.behave with a community conscience, even when responding to these
pressures‘might not be particularly good for the coop. The Bella
Vista coop owned a small plot of land that it planned to use in the
future for agricultural experimentation. One day, the community
was looking for a site to build a new school, took note of the‘
empty coop site, and pressured the coop to donate the plot to the
community. The coop did so grudgingly,'feeling it had no other
choice. A similar story can be told about El Ceibo, which owned a
small truck that it felt obligated to lend to the community school
on occasion for free. Though Ceibo had agreed to do this long ago,
in return for the donation of a used truck from a donor, the donor
had long since departed from the scene and Ceibo would not necessarily

have had to continue respecting this obligation. But it felt that

1 )
SE:e pe;roleum—purcha§ing coops of the U.S., which were the most

rogiss ul of the agricultural purchasing coops there, had the same
Et E? as Pitoral and resorted to a similar mechanism to overcome
Se. ' ke'thoral, they needed non-members to patronize their -
thrv1c§s in order to achieve economies of scale. As an incentive
Cr:git sreforﬁ gavefpatronage refunds to non-members in the form Sf

n a share of stock in the coop. Wh i
: . en the credits built
wgtﬁhihzaizgh:fta shaﬁe o§ sgoc%, the non-member became a sharehggder
0 cash refunds (Fite 1965:14) This same ic
: . tacti

was used by the Farmers' Alliance Exchange of Texas (Knapp 1969?64)
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it could not deny the truck to the community for this purpose, if
it were to behave as a "responsible community institution." Finally,
El Ceibo was very proud that its truck had been allowed to carry
produce to market in La Paz when farmers had shut down the roads to
truckers in protest against increases in transport costs and other
national policies. Ceibo felt that its past behavior as a
"responsible" community institution--and the fact that it had not
"gouged" its truck passengers—-had accounted for its being viewed
as‘on the side of the peasants, even though its truck was crossing
their strike lines.

In some situations, then, coops feel constrained from

behaving in a self-serving or exploitative way in the communities

where they operate. Indeed, among the groups studied, financial

management problems resulted just as much from excessive concern
about the displeasure of members and the community as from excessively

self-serving behavior. This could be seen in the reluctance of coop

leadership to be rigorous about credit collection; in the difficulty
that consumer stores had in not selling on credit, even when it was
known that this tended to cause their ruination; and in the fear

of raising prices of coop services and goods to near-market levels,
even though not to do so would cause losses and even though buyers

were already being provided with substantial non—price'benefits.
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Controlling the leadership

How do we explain the deference to community opinion by coops
that were run by an entrenched leadership? Part of the answer lies
again, in the nature of the activity: many of the examples of sensi;ivity
to community perceptions come mainly from the "spillover" activitieg—-
trucking, marketing, input and consumer merchandise, sales and agro-
Processing. In these activities, the coop is dependent on non-members
for a large part of its purchases or sales, and the activity and its
Prices are out in the open. Activities with spillover benefits force
@ certain community-minded discipline on the coop, in other words,
more than do activities that involve only members, like credit or
collective production Projects. The anti-capitalist rhetoric of coops
and their promoters also contributes to community-minded behavior
Though the rhetoric may not always be accurate, and though it some-
times causes Coops to make unsound decisions, it Provides the community
with a solid description of how a "bad business" behaves. The
rhetoric, then, gives the community a specific guide as to how to
judge the coop's future actions as an enterprise.

A coop's concern about how it looks in the eyes of the community
also has to do with social norms about a leader's responsibilties
s
and the extent to which individual wealth should be shared. Orlove
(1982) and others have commented upon the unusual senge of communi ty

and d i
egree of work-sharing in the highland communities of Bolivia
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Though none of the studied groups was located in the highlands, three
were made up of migrants from those areas (Bella Vista, E1 Ceibo, and
partly CCAM)--who had often resettled as communities, continuing to
maintain their traditions in the new homeland. Coops with entrenched
leaders and low membership in these kinds of communities may have
been less prone to self-interested or exploitative behavior than they
would have been in less homogeneous and close-knit social settings. .

The location of member coops at the lowest political-
administrative level--the community--also contributed to the influence
of community norms on coop behavior. The focus of coop organizing
efforts on small communities rather than towns might be looked at
as overly decentralized; it requires a large investment in forming
and servicing each coop, which will have only ten to twenty members.
In order to reduce the high cost per organization formed, it would
seem to make more sense to create fewer and larger groups at higher
administrative levels. But these cross-community organizations would
lose the benefit of the close-knit social fabric of the small
communities, and the influence that these social norms exert in
channeling coop behavior in community-minded directionms.

ACLO, the facilitator organization that founded COINCA, was
very aware of these advantages of organizing in small communities.
It explicitly avoided rural towns as the home for its coops, because

experience had shown that the merchants, traders and professionals
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of the town elites usually captured coop 1eadership.1 The town
location would set the stage for a conflict of interest between the
leadership elites and peasant farmers--with the farmers wanting the
coop to help reduce prices of marketing, transport, and merchandise,
and the merchants and traders wanting the opposite. In small
communities away from the towns, ACLO believed, non-farmer elites
would not be around to take things over; the smallness of the area to
be organized, with its greater social and economic homogeneity, would
be more conducive to community-wide membership and participation.2
Though the coops of the studied groups were in fact located
in communities away from merchant and professional elites, the leader-
ship was still in the hands of better-off farmers and membership was
low. ACLO, however, was not completely wrong: though the better—off

were just as much in control in the communities as they would have

1

H?aly (1982:16-17). H?aly cites the case of another peasant associ-
ation in southern Bolivia--Agrocentral in Chuquisaca--where member
coops and their consumer stores were located in towns, and where

membership was open to all, resultin " ;
: g in "instant . "
by town elites (1978:9) . ’ social domination

ACPO'S concern and experience is not particularly unique to southern
Bolivia. 1In a study of organized community life in rural Saskatchewan
in Canadé, Lipset (1971:246-7) stresses the importance of the fact
that positions in community organizations were held by farmers, and
we?e closed to members of the urban middle class. He contrast;
this to many other rural North American areas, where community

institutions serving farmers are controlled by the middle class of
the rural towns.




248

been in the towns--and membership just as limited--the small-community
leaders had more interests in common with those of the rest of the
community, since all were farmers. Also, the smaller size of the
communities would have been more conducive to the perpetuation of
traditions of the better-off taking care of those less well-off.

The more decentralized location of the base coops, then, made for a
greater community of interests between the better-off leadership

and the rank-and-file, though not necessarily for a more participatory
or all-embracing membership.

Understanding the community-minded forces to which certain
coops are subject helps us to describe the coop federations better.
The federations, that is, were led by various leaders who were all
grounded in community settings that exerted considerable social
control over them. The control was exerted through custom, in other
words, rather than participation.l Needless to say, 1 am describing

this system at its ideal, when coop leaders show community-minded

1ACLO would describe this community-minded behavior in a different
way: it says.that the newly enlightened community should act as a
unit, and not as a series of individuals, and that therefore the
coop leader acts for the community (in principle) in the councils

of the federation of member coops. This seems to be even further
from reality than the participatory view of what happens, since the
coop leader is elected by a membership that is only a small percentage
of the community, and therefore in no way represents its interests
as a whole. I am saying, in contrast, that though the coop leader
has been elected by a minority, which may even have played a passive
and clientelistic role in his election, he is sometimes forced by
social custom and the structure of the activities taken on by the
coop to act in a way that is in harmony with community interests.
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as opposedvto self-interested or exploitative behavior. That the
system can sometimes work this way--without much participation--

is attested to by some of the positive results found among the
studied groups. The likelihood of the social environment to produce
egalitarian results, in sum, is another criterion--more accurate,
sometimes, than "participation"-—by which donors can make a judgment

about the coops and the activities they choose for support

The Capitalists and the Christians

In looking back on this paper, we can see it as an attempt to
explain the persistent and perplexing differences betweeﬁ coop‘
rhetoric and reality: the rhetoric of participation vs. the reality
of entrenched leadership, the rhetoric of a coop working for the
good of the whole community vs. the reality of the excluded bottom
407, the "anti-capitalist" rhetoric of the coop vs. the reality of
its success (when successful) as a capitalist enterprise. How
could such striking differences between rhetoric and reality have
come about? Mugh of this difference can be traced to a strange
blend of two ways of thinking about cooperatives. One rests on the
North American experience with cooperatives in the 19th and early
20th centuries, and the other harks back to an early Christian
vision of cooperative society. This blend is best explained by

starting with a story about ACLO and COINCA.
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COINCA disappoints ACLO. ACLO, a Bolivian Catholic social-action

group that founded COINCA in Tarija, was keenly disappointed over the
way COINCA turned out. A cooperative, ACLO says, should be an
expression of the community, and not the sum of a particular number
of individuals, each out to improve his own lot through cooperative
action. In a federation of such coops, each coop delegate is meant
to represent the community as a whole, not the group of individuals
that comprise the coop, nor the faction that elected this particular
leader. Coop activities, in turn, should benefit the whole community,
not just some individuals. The distribution of coop profits to
members is undesirable, in this view, because it appeals to "selfish
individualism'" rather than concern for the community.

It is not surprising that ACLO came to spurn its own creation
when COINCA later became involved in a coop federation's typical
activities--credit to individuals, input purchasing, a winery, and
collective production projects-~-almost all to yield, hopefully,
profits for distribution to members. Though ACLO grudgingly
commended COINCA’s performance with the store and the winery, it at
the same time deplored the "capitalist" consciousness that brought
‘this success about; "COINCA cares less about the community,' ACLO
It was as if

complained, 'than it does about the price of grapes!"

ACLO had wanted COINCA to be successful at a business that benefited
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peasants, without having the "capitalist" qualities it takes to make
that kind of success--a kind of immaculate capitalist conception.1
In fairness to ACLO, it should be pointed out that it conceived
of COINCA as a second-best approach to organizing peasants under a
military regime that did not allow political organization among
peasants. Under these conditions, cooperatives were seen as the
only form of peasant organization that would be tolerated, givén
their "innocent" aim of going into business.2 With this view of
COINCA, it is not surprising that ACLO's greatest disappointment in
COINCA concerned the latter's failure to participate formally in the
nationwide peasant strikes against the truckers and the government.
(Though COINCA did not participate as an organization, many of its
leaders and members did as individuals; one of COINCA's principal

leaders, moreover, was a major organizer of the strike.) Creating a

1 '
ACIO's critical attitude about COINCA was held more strongly by its

igigezsglghthan its staff. Tensions of a similar nature arose between
Bolgue Ae other peasant federations it has created in southern

Gult th;t perhaps more important reason for these tensions is the

B ke o :vgnt;ally develops between many urban "broker" organizations
strong enounh E e peasant gro?ps they create, when the latter become
(1982 andgs 0 assert some’lndependence——as discussed in Orlove

Dt R " currah & Podest3 (1982). The latter discussion of this

em with respect to urban worker-managed enterprises and their

broker organization T r y
s i ini
° . S remarkably reminiscent of relations between

2

Aggé? zﬁgiizgt—organizing view of cooperatives is held not only by

représsi also sees its cooperative projects in countries with

o Ve regimes as the only politically viable form of support
ndependent Peasant organizations.
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cooperative federation as a second-best substitute for rural unionism,
it would seem, was bound to leave ACLO disappointed on political
grounds, no matter how successful COINCA were to become as an enterprise
and no matter how much this success was benefiting peasants.

Though ACLO's disappointment with COINCA can be understood
in terms of the specifics of the case, its position is common to a
general way of thinking in Latin America about cooperatives. Partly
because of the influence of the Church in organizing Latin American
coops, this way of thinking views the coop as taking the community
back to an idealized, pre-capitalist condition, where people lived
in harmony and worked collectively. Collective production efforts
represent a return to a '"matural state, which had been corrupted
by the advent of capitalism and its glofification of individualism.

Even the more reformist expression of the Christian view,
which admits to class struggle between peasants and others, usually
does not concern itself with differences of class interest within the
comnunity where the cooperative is organized--except, perhaps, for
the identification of a few '"bad" middlemen, whom the rest of the
community will be against. There is no room, that is, for
differences of interest between landholding peasants, landless
workers, tenant farmers of single mothers. A cooperative headed by
a peasant landholder, like all those studied, is supposed to be able

to orchestrate the harmony of the whole community. ACLO's emphasis
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on cooperative education, and its disappointment with COINCA's
seeming lack of interest in the subject, was consistent with this
view of the harmonious community; it was necessary to indoctrinate
people to the value of collective endeavor and the evils of
individualism, that is, if tﬁey were to undertake community projects

to which they would all have to make sacrifices, and from which they

would benefit only as a group.

The North American forebears. With U.S. development assistance to

Latin America starting in the 1950s, the "Christian' view of
cooperatives was put together with a cooperative form based on the
North American experience with agricultural and consumer coops in

the 19th and early 20th centuries. The organizational form, the
concrete goals, and the technical assistance came from the North
American experience, while the vision and the rhetoric were fed by
the Christian ideal. Therein lies one of the reasons for disappoint-
ment with cooperatives that are successful as enterprises. Except
for a few cases, the U.S. cooperative movement celebrated
individuaiisﬁ, and the possibility of buying into it through
collective action. The patronage refund is a good example: according
to the Rochdale model, coop stores were supposed to charge market
prices, even when the margins of private merchants were high, and

return the difference to member-buyers in the form of patronage
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refunds (Cerny 1963:205, and Knapp 1957:343). 1In this way, one would
give people a strong (and individualistic) incentive to join the
coop, instead of "losing'" the social gains in lower prices available
to the whole community, members and non-members alike.1

North American rural cooperatives did not presume
to represent any wider interest group but landholding farmers.
Farmers comprised a large share of the rural population, of course,
but nobody assumed that their interests were in harmony with those
of agricultural laborers, tenant farmers, craftsmen or others.
The U.S. cooperative movement had no combunctions about declaring
the tenant farmer--who represented a large share of poor U.S.
farmers in the 19th and 20th centuries--to be completely outside the
pale. '"Cooperatives grow [only] where freeholders live," it was said,
because tenant farmers always need immediate cash, don't have enough
to invest in coop facilities, and always are in the danger of having

N

to leave their farms (Miller & Jansen 1957:463).

1Another important reason for this tenet of the Rochdale model was

that price-cutting, it was feared, would provoke paralyzing retalia-
tions by private merchants (Knapp 1969:52, and Cerny 1963:205).

The Bolivian coops seemed to take just the opposite approach to this
eventuality: they loved the idea of charging lower prices and thereby
raising the private merchant's ire.

An interesting exception to the Rochdale rule of high prices and high
patronage dividends was the U.S. Farmer's Alliance, which believed in
selling goods at cost. The gain in reduced prices, the Alliance
argued, could "benefit the whole class, and not simply those who had
surplus money to invest in capital stock [i.e., the coop members]...."
(Knapp 1969:65-6). The Alliance, in other words, seemed to show a
greater social consciousness (though perhaps less political realism)
and an interest in providing spillover benefits.
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Even among landholding farmers, the North American progenitors
of the Latin American coops represented medium and large farmers,
while poor farmers were distinctly not included (Lipset 1971:201-205,
276, and Marshall & Godwin 1971:27). The highly successful cooperative
movement of Western Canadian wheat farmers in the late 19th and
early 20th centuries, for example, did not include the poorer farmers
of the region, who were the ethnically and religiously diffefent
Roman Catholic immigrants from Eastern Europe (Bennett 1973). The
established agricultural coops of the United States South gave little
help to coops organized among poorer farmers in the 1960s; they
refused membership to black farmers, would not employ blacks, would
not sell to the new coops, and would not lend to them through their
coop banks (Marshall & Godwin 1971:38).

The North American coops that were organized around
marketing and consumer merchandising--the main activities of the
Bolivian coops—--were in many cases either apolitical or comnservative.
Though the consumer's coop movement was "anti-monopolist," for
example, it was not anti-capitalist; supporters were not intergsted
in working toward changes in the country's economic and sociai
structure (Fite 1965:15, and Bennett & Krueger 1971:351). Though
farmers' movements and coops railed against exploitation by outside,
usually urban interests--banks, grain brokers, railroads—-they were

not interested in questions of exploitation within their own
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communities (Bennett 1976:2.6). 1In fact, the importance of these
external institutions in mobilizing farmer protest has been said to
have prevented the development of a class consciousness within
rural North America during this period (Lipset 1971:48-49).

Finally, farmers belonging to cooperatives were said to espouse
"cooperative-collectivist" principles only when they were in trouble,
but would vote "individualist-conservative'" as soon as they were out
of it (Bennett 1973:215-6). The North American coop movement, in
sum, did "not advocate a basic change in capitalistic institutional
structure," but sought simply to extend the benefits of capitalism
to a larger number of persons (Bennett & Krueger 1971:351).

These descriptions of North American cooperativism seem more
like the coops I visited than ACLO's vision of harmonious, all-
embracing community institutions. The descriptions are consistent,
for example, with E1 Ceibo's and COINCA's justifications for not
formally participating in the peasant strikes against the government
and the truckers. We're in business, they said, not politics; we
don't want to bring everything down on our heads. Bella Vista's
political militance and leadership in the strike, in contrast,
brought down a brutal repression and the destruction of its assets—-
a graphic example of the fears that lay behind Ceibo's and COINCA's

caution. The Bella Vista experience, then, suggests that a coop
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enterprise is perhaps a very poor alternative to a peasant union--
and not even a second best.

The North American coops would probably have disappointed
the holders of the harmonious, all-embracing vision of communities-—-
as well as those with hopes that coops could be an instrument of
class consciousness. Unlike ACLO, the North American cooperativists
did not envision a group ''that would represent women, landless
peasants, and small-farmer interests'--nor would they have been
disappointed, unlike ACLO, at having created an institution that
was '"more exclusive, with male members having the only voice or
voting power" (Michaels 1982a:1). That the North American
coops were individualist and comprised of better-off farmers,
of course, does not mean that they did not spill benefits over to
non-member groups. But it does mean that the North American model
on which the Latin American coop is partially based in no way
presumed an inherently collective community spirit.

The North American cooperative, then, makes a strange bed-
fellow for the Christian vision of a pre-capitalist, collectivgly—
oriented community--as does the more class-conscious or neo-Marxist
version of the Christian model. Clearly, the two models can
overlap, to the extent that landholding farmers represent an over-
whelming proportion of the community, or when spillover benefits are

high, or when membership is high. But people will not be interested
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in collective production endeavors; the landless, the tenants,

and the women will be excluded from coop membership and, sometimes,
even exploited; and even among the landholding farmers, the coops will
be joined mainly by the better off. Though these outcomes are
consistent with North American coop history, they are disappointing

and surprising to the holders of the Christian vision.

What does it matter to donors that Catholic action groups
are sometimes disappointed about the way Latin American coops turn
out? The subject is relevant to us as donors because we ourselves
have absorbed the Christian vision of the cooperative, at the same
time that we have been giving it the concrete form of the North
American model. It is we who are disappointed when the coops we
support look like their North American predecessors; we live in dread
fear that they will turn out, under close scrutiny, to be dominated
by elites. For this reason, it is important to see the difficulty of
the fit between our hopeful vision of the coops, and the historical
experience from which they are copied. And it is important to
understand that farmer opposition to powerful outside interests may
be a more powerful mobilizing force for Bolivian coops--as in the
North American case--than a perceived harmony of community interests.
To the extent that these outside forces are a more significant

cause of poverty than internal exploitation, the coop may be a
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fairly powerful mechanism for raising incomes community wide. But
this uniting against the "outsider" should not be interpreted as a
sign that the whole community is being benefited, or that strong
socio-economic differentiation does not exist within the community.
Because we want so much for coops to be something that they
are not, we tend to ignore the evidence that our coop ideal is not
the only way to achieve the kinds of distributional results we want.
Under certain conditions, as we have seen, the actions of the "selfish"
coops can lead to some of the same community-wide benefits that we
thought could emerge only from selfless community action. If our
ideal of cooperativism is not the key to why things are working out,
moreover, this means that some of the outcomes we desire may be
achieved through organizational forms that do not necessarily involve
cooperatives. We suggested earlier, for example, that coop federationms
might train and employ buying agents to operate in some communities
where there are no member coops. Or, certain decentralized public-
sector operatioﬁs might sometimes meet our objectives. Even private
groups of entrepreneurs--who are too remote from state institqtions
and town elites to ever get access to state-supplied de&elopment
goods and services--might be worthy of our support if the projects
of these entrepreneurs had the same spillover qualities

as those of some of the coop activities described above.
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11 - Conclusion

We have seen that coops, if successful, can turn into the
very monsters that they are supposed to slay. They may preach the
rhetoric of participation and community mindedness, while in truth
catering to a small and better-off portion of the population they
say they represent. Whether these coops will also engage in
activities with high spillover benefits, therefore, will often depend
on the characteristics of the task, and the socio-economic environment,
and not necessarily on a concern for social impact. Donors can take
some of the randomness out of this process by choosing to support
the activities that tend to have these more desired impacts.

Identifying the "good" activities and the coops that do them,
as seen above, will not be enough. Though the good qualities may
seem to inhe;e in an activity, they will often be present only at
certain stages of a coop's history, and only in certain social and
economic environments. Donors will therefore have to be alert to
changes in the benefit distribution of the activities they finance,
and be careful not to accept uncritically the dramatic historic
symbolism associated with the starting moments of these activities.
Donors should also stand ready to encourage the taking on of tasks
which, though "good," may not have been appropriate or feasible

at earlier stages of coop history.
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It is easy to overlook the opportunities for coops to move
into activities with greater social impact because the critics start
to get vocal about "capitalistic" and "elitist" behavior, and the
supporters get disheartened. In the fray, no one notices that the
"capitalistic" operations have set the stage for the new, high
spillover activities; and that coop rhetoric about exploitation has
become so familiar that the better-off leaders of a coop may be
quite interested in undertaking a beneficent activity that helps
their image; and that the donor, finally, can have tremendous
influence at certain moments by expressing a preference for one

activity over another.

Some readers may question the wisdom of encouraging coops
to move in directions that make them less like coops. In various
ways, however, I have shown how the studied groups already strayed
markedly from the principles of cooperativism——particularly with
respect to their entrenched leaderships, the dependence on outside
financing as opposed to internally-generated capital, the merging
of manager and elected director, the contracting of coop directors
and othér members as paid employees, the lack of patronage refunds,
and the tolerance for mismanagement and graft. Thus the achievements
that we witnessed in the studied groups were themsel#es not the
result of a faithful application of cooperative principles. If the

changes proposed above were to cause coops to diverge from cooperative
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principles, then, this should not worry us. We should be disturbed
only if the groups we finance do not provide the kinds of benefits
and benefit distributions we are looking for.

It is important to remember, in thinking about these questions,
why donors chose to support cooperatives in the first place: coops
could sometimes do a better job than the state and its large develop-
ment projects, it was felt, in improving the conditions of the rural
poor. In various instances, the studied groups in Bolivia did seem
to be the only institutions of significance working with peasant
farmers. Since the state was doing almost nothing at all--at least
in the Alto Beni--then it was perhaps not that difficult for the
coops to fulfill our criterion of "doing more than the state."
Whatever the case, our benchmark for judging this performance was
the public sector, its goals, and its performance (or lack thereof)
in meeting these goals. To the extent that we considered the studied
groups successful, it was because they were moving in the direction
of these goals, and not because they were particularly faithful
examples of cooperativism.

If the studied groups were not cooperatives, then what were
they? There is no handy name for what they are, which is probably
one reason why they get called cooperatives, and why we tend to

measure their performance in terms of cooperativism--or as deviations

from it. It has been the task of this paper to try to come up with
a more realistic description of what they are when, indeed, they

are achieving our expectations.
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Appendix A

The importance of CCAM's reliable and sympathetic equipment-
rental service has perhaps been overshadowed by the concern of IAF
and others over the generally adverse effects of mechanized farming
on soils in the Santa Cruz area. For this reason, IAF would not
allow CCAM to use its funds to buy an additional tractor. The CCAM
farmers I interviewed, along with some professionals, felt that the
alternative of animal traction--proposed by the IAF and others as
more sound than tractors in terms of ecological and employment aims—-—
was not economic for small farmers in the Santa Cruz area, given
the difficulty and cost of using draught animals in a tropical and
wet environment. The farmers' position, it would seem, was supported
by the fact that animal traction was nowhere to be found in the lowland
Santa Cruz region (except for a Mennonite colony) even though it was
common in highland Bolivia, where many of Santa Cruz's peasant farmers
had migrated from.

The traditional shifting agriculture of Santa Cruz peasants
has not evolved into more intensive stable cultivation partly because of
the perpetual availability of nearby virgin forest. Mechanization
is the only existing "next step" for peasant farmers who want to

stop moving.l This suggests that there may be little choice for

1Excellent sources on this problem are Wennergren & Whitaker (1975),
Boyd & Wennergren (1975), and Maxwell (1980).



265

the IAF and others between supporting the move to mechanized agri-
culture, desired by peasants themselves—--and supporting the traditional
system in which opportunities for improvement are little, and the
perpetual moving of community inhabitants in search of new land would
make coop organization difficult.

The soil-exhausting problems of mechanization, which are of
such concern to the IAF and others, may have been leading to their
own solution--at least among the recently mechanized CCAM farmers.
They expressed considerable sensitivity to the needs to alternate their
crops with nutrient-supplying rotations, forced to as they have been
by declining yields. Small farmers, in fact, may respond more rapidly
to this problem because, unlike large farmers, they do not have the
capital to start all over again elsewhere, when yields decline.

Yet our concern about the adverse ecological impact of mechanization
has been based on what happens when it is in the hands of the large
farmers, not the small ones.

When the IAF is approached with a proposal to finance a CCAM~
type tractor service in an area where everyone is mechanizing and
many peasant farmers want to buF cannot--because of their lack of
access.to equipment services—-the decision is not an obvious one.

One possible solution could be for the IAF to finance the tractor
and tie thé grant to complementary coop activities that would

facilitate the adoption of soil-protecting practices.
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