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FROM FIELD TO FACTORY
Vertical Integration in Bolivia

Kevin Healy

Fourteen years ago a handful of cooperatives joined forces to market their
cacao. This article maps the often tortuous route they traveled to become
one of Bolivia’s most effective campesino federations. A follow-up in the
next issue of the journal will explore how popular participation and self-
management worked hand-in-hand to fuel their empowerment through
organizational growth.

Night had just fallen when the string of flickering lights
began to thread its way through the darkness. Hun-
dreds of men, women, and children carrying candles inside
papier-maché cutouts were marching two abreast down the
dirt street of a remote hamlet in the jungles of the Alto Beni.
From the back of a pickup edging along at the rear, musicians
played traditional Andean panpipes. Glistening on the roof of
the cab, a miniature replica of an industrial plant, complete
with smokestack, floated high above the crowd.

The celebrants riding in the truck in this Bolivian Indepen-
dence Day parade were the peasant members and leaders of
the Central Regional de Cooperativas Agropecuarias Indus-
triales, El Ceibo. The newly washed truck was a reminder of all
that they had accomplished. The model factory symbolized
the future they were making for themselves.

Theirs is the story of an amazing organizational growth, of
5. how the seeds planted by a few colonists joining together to

¢ -\, ".,, ‘ Campesinos are using trucks and
Q chocolate to bring income back
to the Alto Beni.
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rent trucks and market their cacao eventually blossomed into a
nationally known federation of 35 cooperatives. Today El
Ceibo manages a fleet of 12 large trucks and 4 pickups to
transport a variety of cash crops to market. It also operates an
export business, a small urban industry, two rural plants to
ferment and dry cacao beans, an agricultural extension
division, and an education and training program to directly
serve 850 members and indirectly benefit thousands of other
small farm families.

El Ceibo buys and sells $1.5 million worth of cacao
annually. As the federation has grown and diversified, it has
had to learn how to work in two worlds, managing its farflung
activities through an 80-member staff divided between a
rural office and an urban headquarters. Rural activities are
coordinated from a site in Sapecho, a small town in the Alto
Beni jungle. From this complex of thatched-roof dormitories,
offices, processing facilities, warehouses, and a training center,
El Ceibo staff members schedule pickups of cacao harvests
from local farmers, monitor price changes in the national
market, and make assignments for work brigades. Business
managers purchase cacao from local coops, and peasant
extension agents bicycle out to farm sites for demonstrations
and training courses. Other workers rake cacao beans for
drying in the sun or load bags of dried beans into bags for
shipment by truck to La Paz.

When the beans arrive in La Paz, they are taken to a
federation warehouse for storage and marketing. The ware-
house is located in a modern, three-story brick building that El
Ceibo has built in Rio Seco, a slum district on the outskirts of
the city. The site also includes offices to coordinate marketing
activities, and a small plant to manufacture cocoa, baking
chocolate, and candy. The entire urban labor force—including
project planners, accountants, sales agents, radio operators,
drivers, and industrial workers — are youths recruited from
coops in the Alto Beni. Like the workforce in Sapecho, they
receive equal pay, and work for one or two years before
returning home. Some of them also receive scholarships to
study business management at universities during their job
assignments in the capital city.

The goal of all of these activities —from leadership training
to the manufacture of chocolate — is empowerment. For 14
years, the peasants of El Ceibo have struggled to master—one
by one—all of the steps that could add value to their cash crops
and make their business more competitive so that the lion’s
share of profits could be returned to develop the communities

of the Alto Beni. From the outside it might seem as though
progress has been steadily upward, but the actual journey has
been as winding and treacherous as the mountain roads
connecting those jungle settlements with La Paz and the
outside world.

THE REGIONAL CONTEXT

El Ceibo grew up in the midst of a 30-year effort to colonize
the sparsely populated Alto Beni region on the eastern edge of
the department of La Paz. The prospect of rich and unlimited
farmland, waiting to be carved out of virgin tropical forest,
lured thousands of settlers from Bolivia's highlands, where
Aymara and Quechua Indian families were being econom-
ically squeezed by overcrowding, land fragmentation, and low
prices for cash crops. Following the abolition of serfdom
through land reform in 1952, spontaneous peasant migrations
began to augment government-organized settlement efforts,
eventually bringing the population of the Alto Beni to its
current level of some 7,000 families.

The transition for settlers was not easy. Highland peasants
accustomed to wide-open spaces, cool temperatures, and
traditional crops suddenly had to shed their heavy, woolen
clothing and learn to deal with heat, insects, new diseases, and
an entirely different type of agriculture. Starting over often
meant starting from scratch. Land was plentiful, butit had to
be cleared by machete. Most farmers were only able to clear
two or three hectares of their 15 hectare plots. Furthermore,
the local sindicatos — uniquely Bolivian institutions that are a
cross between community councils and peasant unions —
required colonists to pitch in and help construct new schools,
roads, and water systems. In many cases, peasants found they
had simply traded one form of minifundia poverty for another.
More than half of the would-be pioneers gave up and left.

Those who stayed found that mosquitoes, heat, and the
relentless jungle vegetation were not their only problems. The
best markets for crops were far off in La Paz, 165 kilometers
away by a winding dirt road that was frequently blocked by
landslides or buried axle-deep in mud. The road started in
steaming jungle barely 300 feet above sea level and ended on a
cool mountain plateau 13,000 feet high. The journey took two
or three days (even with today’s improved roads, under the
best conditions, it takes 10 hours).

The difficulty of the trip meant that the truck owners who
were willing to make the journey had the Alto Beni colonists in
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From left to right: Coop member harvests cacao on his farm in the Alto Beni. After beirig unloaded in Sapecho, dry beans are transported to
La Paz; wet beans are sent to a fermentation plant. A former president of EI Ceibo takes his turn shoveling cacao beans for processing at a
new fermentation plant.

an economic vise. On the one hand, farmers had to accept
below market prices for their harvests or let them rot. On the
other, they had to pay inflated prices for goods trucked in from
La Paz or do without such staples as soap, cooking oil,
matches, and kerosene.

ORGANIZATIONAL TAKE-OFF:
EL CEIBO’S RISE DURING THE 1970s

In order to assist the Alto Beni'’s first cacao bean producers,
the national government opened a modest fermentation plant
in the region in the early 1970s, and organized four small
cooperatives to keep it supplied with cacao. The farmers,
however, were soon alienated by the plant managers’ au-
thoritarian style, financial corruption, and failure to make fair
and timely payments for crops. When the peasants withdrew
from the government enterprise, the processing plant went
bankrupt. What remained, however, were seeds: the tiny
coops that would ultimately grow into the El Ceibo federation.

Those seeds were nurtured by Caritas, a Catholic Church
development organization, which established a cooperative
development program in 1973 with Inter-American Founda-
tion financing. In addition to elementary courses in manage-
ment and administration, Caritas also offered a loan program
to support new transport and marketing activities.

As a first step, Caritas loaned $1,000 to each cooperative so
that private trucks could be rented to haul cacao beans directly
to markets in La Paz. When the beans were sold, the cash
was used to buy consumer goods that were then shipped
back in the same rented trucks for distribution among the
cooperatives.

The Caritas program vividly demonstrated the power of
self-help initiatives, and local groups were soon bubbling with
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new plans for action. This bottom-up process eventually led
the coops to seize an unprecedented but potentially lucrative
economic opportunity — the first direct sale by Bolivian
peasants in the international cacao market.

It was a grandiose vision for loosely affiliated coops to
undertake. Fortunately, leaders like Emilio Vilca were on hand
to turn dream into reality. A short, stocky, tenacious peasant of
Aymara descent, Vilca was the regional spokesman for
hundreds of new Alto Beni community sindicatos. Better
educated than most of the colonists, he had attended high
school and had taken nonformal education courses for
farmers. He was also the head of cooperative development for
the national peasant syndicate, and had recently traveled on a
government-sponsored tour to study Israeli cooperatives
firsthand.

Vilca formed a central committee to represent the coopera-
tives, gathered information about foreign buyers, and sent
packets of sample beans to prospective customers by interna-
tional mail. After receiving orders from firms in the United
States, the committee arranged a special loan from Caritas to
buy harvests throughout the zone, from members and
nonmembers alike.

One hitch remained. Export licenses for cacao beans were
difficult to obtain, since the government favored exporting
processed cacao. Eventually, the coops agreed to pay a fixed
percentage of their profits from any foreign sales to a private
Bolivian firm in exchange for the use of its export license.
Officials from the Ministry of Commerce approved the deal,
but only after being dragged to the makeshift coop warehouse
to see that there was a large surplus beyond the needs of
domestic cacao buyers.

Under this special arrangement, some 600 quintales
(1 quintal equals 100 Ibs.) of cacao beans were exported in
1976. The cooperatives grossed $25,000, part of which was

Photos by Wilhelm Kenning
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used as seed capital to open a small office and an artisanal
chocolate factory in the Rio Seco neighborhood of La Paz. The
economic benefits from the rustic facility were small, but this
first experiment in adding value to members’ crops had great
motivational impact. In signaling a direction for the future, it
bound the cooperatives more tightly together and provided a
small workforce of coop members with valuable training that
could be tapped when future funding made expanded
industrial production possible.

Unfortunately, the economic windfall brought unantici-
pated problems as well. The increased income came before
adequate accounting systems and investment plans were
established. Despite Vilca’s experience and Caritas’ manage-
ment courses, coop administrators lacked the skills to handle
their new funds. Consequently, more urban real estate was
purchased than could be productively used. The extra
property tied up capital, stalling other income-generating
activities and services. Other export income disappeared
through lost receipts and alleged misappropriations by some
of the central committee leaders. The final blow came when
word was received that the U.S. buyers were dissatisfied with
the uneven quality of the cacao they had received and the
Bolivian government was discouraging future export deals.

Despite this setback, the one-time sale had a lasting impact.
After years of barely breaking into the La Paz markets and
selling their beans short to truck-owning middlemen, the
export income provided small farmers with a new yardstick to
measure the true value of their crops. It fed a growing
awareness among coop members that cacao production was
their best option for development, and organization was the
key to harnessing that potential. The loss of the export contract
underlined the importance of improving the quality of their
crop if they were to take advantage of rapidly rising prices for
cacao on the international market.

This led to a new strategy, yet another twist of fate in the
road. The coops obtained a grant from Catholic Relief Services
to buy materials for a plant to ferment and dry cacao beans
and for a small pickup to collect harvests from local farmers.
Coop members pooled their own labor and savings to cover
construction costs.

Expectations soared. But once the plant opened, coop
leaders discovered that they lacked funds to pay farmers in
advance for the beans. The lack of operating capital, an
obvious oversightin project design, led to production delays as
the plant operated far below capacity. Coop members who
handed over their crops on consignment became demoralized
when nonparticipating farmers settled for lower prices from
truck owners but were paid promptly in cash or consumer
goods. Coop prospects began to dim again. It was becoming a
familiar story: two steps forward, one or two steps back.

Nonetheless, coop members kept pushing. By organizing
into a full-fledged federation, the ad hoc organization could

There was a growing awareness among coop

members that cacao production was their

best :)}}l)tion for development, and organization
e key to harnessing that potential.

acquire leverage — it would qualify for a bank account, loans,
government help, and international assistance. And perhaps
just as important, acquiring legal status would shelter the
coops from some of the bureaucratic harassment that can
befall informal organizations in Bolivia. At the moment of its
birth in 1977, El Ceibo consisted of 14 cooperatives, each of
which had 15 to 20 male members from rural communities of
50 to 60 families. All they needed now was working capital.

SHIFTING INTO HIGH GEAR

During the early 1980s, El Ceibo’s transporting, processing,
and marketing activities took off. A major boost came in 1981
from an IAF grant of $100,000 for operating capital, $12,000 for
another fermentation and drying plant, and $30,000 for a
truck to haul cacao to La Paz.

The administrative offices in Sapecho began to hum with
activity as federation leaders coordinated crop pickups from
small farmers along the back roads of the Alto Beni. El Ceibo
purchased both wet and dry beans, drying and fermenting the
wet cacao at the Sapecho plant.? After brief storage in an
adjacent warehouse, most of the processed crop was shipped
by truck to two companies in La Paz—one was Bolivia's largest
chocolate manufacturer, the other produced cocoa and as-
sorted products. By late 1981, El Ceibo was handling $1,200
worth of beans daily.

With new access to operating capital, the federation moved
to control roughly two-thirds of the Alto Benis cacao
production.? Since the zone produced 80 percent of Bolivias
crop, more than half of the national harvest was moving

Peasant families traditionally home-dried their own cacao beans.
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Top to bottom: At El Ceibo$ chocolate factory in La Paz, toasted
and ground beans are separated by a steam-powered press into
cocoa butter and tortas, or cakes, of hardened cocoa. Coop youth
breaks tortas into chunks for processing into powdered cocoa. The
powdered cocoa is packaged for sale to buyers in western

Europe and Bolivia.
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through the federation’s transport and marketing channels.
Breaking the transport monopoly and adding value through
agroprocessing had led to booming business that made the
federation the chief regulator of cacao prices in the Alto Beni.
By 1983, three trucks were needed to haul beans to markets in
La Paz.

And when those trucks returned home, they carried basic
consumer goods for distribution to 21 member cooperatives, 7
of them new affiliates. El Ceibo’s rapid economic expansion
during this period allowed its network of consumer stores to
expand their inventories to include 18 essential staples,
helping to regulate consumer prices in the Alto Beni.?

The federation’s rapid rise was a heady experience, but
maintaining its position was not easy Competing truck
owners from La Paz soon raised their prices for cacao to match
El Ceibo’s. That, in turn, meant higher costs for the industrial
buyers who had traditionally used the truckers to obtain a
steady and cheap supply of beans.

El Ceibo’s processed cacao was uniformly better than
previous supplies, but those benefits were offset among
company executives by concern over rising prices and the
prospect of a new rival. After all, if the federation could obtain
adequate capital and keep growing it might someday be able to
vertically integrate its operations from cacao field to chocolate
factory. Consequently, the major buyers undercut this em-
bryonic grassroots power whenever they could. One tactic was
to delay payments, hoping to disrupt El Ceibo’s cycle of Alto
Benibuying and La Paz processing during periods when small
farmers were strapped for cash. Another tactic was lobbying
the public banking establishment to block potential loans that
might help the federation to ride out cyclical shortages of
operating capital.

Despite the economic pressure and a deteriorating national
economy, El Ceibo maintained its solvency and fought back.
The federation built a new warehouse in La Paz to increase its
leverage during negotiations with buyers. The cool climate of
the capital city retarded spoilage for up to three months —
allowing El Ceibo’s sales staff to wait for higher prices.

But the key factor was the growing ability of El Ceibo’s
leaders to manage the federation’s farflung operations. Thanks
in part to an unexpected advisor, these peasant leaders were
becoming adept planners, bookkeepers, cost analysts, and
basic accountants. Bernardo Edenberger was a 36-year-old
economist who became disillusioned with his job at a West
German multinational cosmetics corporation, and left to work
with poor people in Latin America. He was the first in a series
of talented and committed volunteers from the German
organization Servicio Técnico Aleman de Voluntarios to
provide the federation with technical assistance in agronomy
and accounting. His four years of guidance were an incalcula-
ble asset for El Ceibo’s consolidation and economic growth.



/
AR
)

</

S

to coop crops.

WITCHES-BROOM, DECAPITALIZATION, AND
HOT CHOCOLATE

Ironically, El Ceibo’s ability to command a sizable market
share was enhanced by a precipitous drop in cacao bean
production in the Alto Beni from a blight known as escoba bruja
— witches-broom. The blight, which began in the late 1970s,
had a paradoxical effect. It stretched the reach of the operating
capital fund, allowing El Ceibo to buy a greater percentage of a
diminishing volume of beans. If witches-broom went un-
checked, however, soon there would be nothing to purchase.

In 1983 El Ceibo created the Cooperative Education and
Agricultural Extension Division (COPROAGRO) to help small
farmers fight the blight and improve their farming methods.
With financial support from Cooperacion Técnica Suiza
(COTESU), a foreign aid branch of the Swiss government,
COPROAGRO set up an office in Sapecho and hired a staff of
22 peasant paraprofessionals. An IAF grant allowed some of
them to travel to Ecuador and Colombia for specialized
training.

The payoffs were substantial. According to a 1986 evalua-
tion by Ecuadoran agronomists, COPROAGRO work teams
serviced 2,500 hectares —about a third of the cacao farmland
in the Alto Beni. Tree pruning and rehabilitation doubled
average yields from 5 to 10 quintales per hectare,* generating
an additional $750 in income per hectare. One major indus-
trial buyer underlined these accomplishments by saying,
“Without El Ceibo, cacao might have vanished from Bolivia.”

But even as the federation seemed to be winning the war on
the ground, the ground was slipping beneath them. Hyper-
inflation in the national economy was approaching 20,000
percent. By the end of 1984, the purchasing power of El Ceibo’s
operating funds had been slashed in half, forcing severe
cutbacks. When an industrial buyer held up a large payment
for three months, federation leaders helplessly watched while
their customer waited for inflation to pay the major portion of
his bill. Local coops also presented a gloomy picture, as the
shelves in branch consumer stores were increasingly empty.

Fortunately, the federation found ways to blunt the impact of
spiraling prices. The first major step was defensive. All
accounts were converted from Bolivian pesos to U.S. dollars.
Since the exchange value of the dollar rose in tandem with
inflation, that helped cut further losses.

Much irreparable damage had been done, but as El Ceibo’s
leaders became more adept at crisis management, they
cautiously decided to take the offensive. The only way to
survive inflation was to outproduce it by adding further value
to coop crops. After a Bolivian consulting firm agreed that it
made sense, El Ceibo used a $25,000 IAF grant to build a small
plant adjacent to their Rio Seco offices and outfit it with used
machinery to modernize their production of chocolate, which

The only way to survive inflation was to
outproduce it by adding further value

was absorbing only 1 percent of the federation’s cacao. The
new factory diversified production to include drink mixes,
cocoa butter, baker’s chocolate, and chocolate candy.

Some of these products became instant hits. El Ceibo’s
cocoa, for instance, caught on as a popular breakfast and

The factory site also houses El Ceibo$ urban headgquarters
and a truck garage.
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afternoon drink, and quickly found its way onto store shelves
and vendors’ stands in the low-income neighborhoods of La
Paz. During 1985, cocoa sales reached $7,000 per month, not
including shipments back to the Alto Beni for marketing in
affiliated coop stores. At the same time, chocolate sales
reached 1,800 kilos monthly, primarily to miners employed by
the state-owned national mining corporation, COMIBOL.

During its second year of operation, the factory set a
federation record for profits of 18 percent above costs. Some of
that money was reinvested to help rent a second factory from a
major client. By 1986, the expanded industrial capacity was
absorbing 10 percent of the federation’s cacao crop—an
increase of nearly 1,000 percent in less than three years.

And some of that production had further added value.
When El Ceibo began to make sales of powdered cocoa to the
Organisation Schweiz Dritte Welt (O.S.3.), a network for
assisting cooperative enterprises in the Third World, the
payments in foreign currency were inflation-proof. During
1986-87, El Ceibo exported a total of 35 tons of cocoa to O.S.3.
The federation also reentered the export market for cacao
beans for the first time since 1976, shipping nearly 2,000
quintales of beans to a West German buyer.

Despite the new export income, new products, and robust
sales, the federation made little headway in replenishing its
operating capital fund. The original $100,000 from the IAF had
declined in value to $50,000 and then stabilized far short of the

When the 10 enormous trucks — each worth
$53,000 — rolled into Sapecho, federation
members gathered for a huge fiesta.

$350,000 that would have been needed to channel all of the
cacao production of the Alto Beni to La Paz. Finding the road
forward temporarily blocked by hyperinflation, the federa-
tion’s leaders decided to search out a detour around the
avalanche.

A CARAVAN OF TRUCKS

The means to move beyond cacao and begin handling other
cash crops was already on the way In October 1982 a
democratically elected civilian government took office in
Bolivia after 16 years of military rule. Peasant syndicates
throughout the country were soon mobilizing to express their
pent-up grievances. During this period, the Federacion Espe-
cial de Colonizadores of the Alto Beni joined forces with a
similar small farmers union from the Yungas area to the south,
declared a strike, and closed the main road to La Paz. The
farmers wanted to break the transport monopoly of the
Sindicato de Volantes of Yungas, which represented some 60
truck-owning middlemen. El Ceibo had broken this commer-
cial monopoly with respect to cacao, but other local crops had
been unaffected.

Thousands of peasant men and women manned the road-
blocks, including one at Sapecho. To end the crisis, the
government changed freight and passenger rates in the zone,
and agreed to loan the syndicates money to buy 60 trucks. A

A local cooperative leader delivers a speech at the fiesta inaugurating the new transport section in Sapecho.
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Each member cooperative performed its own traditional folk dances at the Sapecho celebration. In addition to the newly arrived trucks in the
background, EI Ceibo cosigned for another 20 trucks to be distributed to peasant group in the Yungas region.

special peasant commission subsequently lobbied to keep
pressure on the government. When funds finally arrived two
years later, however, there was only enough for 30 trucks,
which the Empresa Nacional de Transporte (ENTA), a new
public transport enterprise, imported from Brazil.

After visiting federation offices in Sapecho and Rio Seco, the
minister of transportation chose El Ceibo as a broker for the
deal because of its infrastructure, its extensive administrative
and management experience, and the fact that it had physical
assets to offer as collateral. El Ceibo would purchase 10 trucks
for itself, and cosign for the other 20 trucks, which would be
distributed among peasant coops in the Caranavi zone of the
Yungas region. The downpayment was made with federation
profits and fixed assessments of cacao totaling $62,000, plus a
sizable government subsidy.

When the 10 enormous trucks—each worth $53,000 —rolled
into Sapecho, federation members gathered for a huge fiesta
replete with excited speeches and traditional Andean dances.
Then the trucks were driven in procession to a shrine on the
shores of Lake Titicaca, where a local shaman performed the
traditional challa ritual—a ceremony for blessing major
acquisitions such as houses and cars.

The new trucks were soon hauling bananas, grapefruit,
timber, watermelons, and rice to La Paz. Other truckers
operating in the Alto Beni were forced to meet the new
competition by paying more for crops and cutting transport
fees. The importance of this competition became quite clear
whenever a coop truck broke down and was temporarily out of

service. In one such instance, freight and passenger charges by
other carriers shot up by 60 percent.5

In addition to putting more money in small farmers’
pockets, the new trucks changed social relationships in subtle
ways. A coop leader offered the following observation:
“Previously, drivers would make us get down off the truck to
load and unload cargo, threatening to leave us behind if we
disobeyed. Since the coop trucks started running, other
drivers have stopped ordering us around, and show more
respect.”

Yet despite the rapid gains and El Ceijbo’s years of
experience with cacao transport, the fleet ran into problems
almost immediately. The trucks themselves were too big for the
narrow jungle roads that connected widely dispersed commu-
nities. Cutting through the administrative thicket was no
easier. With weak oversight and control, drivers sometimes
failed to collect freight charges from passengers who were
supposed to pay after selling their produce. Other times,
drivers simply pocketed the money. Shortwave radio com-
munication between Rio Seco and Sapecho was also ineffec-
tive, leading to confusing schedules for truck departures and
arrivals. El Ceibo responded flexibly and pragmatically. For
example, it set up roadside checkpoints through local coops
and used undercover investigators to prevent truck-driver
profiteering during the long trip to La Paz.

The federation has reorganized its transportation system
several times in search of workable solutions to its problems, in
some cases centralizing and in others decentralizing opera-
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A secretary proofreads documents in the La Paz business office. To broaden participation, El Ceibos urban workforce is recruited from local
cooperatives. When their job assignments are completed, members return home to the Alto Beni.

tions. But the debts from uncollected payments, which
amounted to $40,000 in 1986, continue to climb. This two-year
experiment suggests that the administrative burden of man-
aging 10 trucks may be overtaxing El Ceibo’s skills and
resources. It is therefore likely that the fleet will be reduced in
the future to ensure a more efficient operation.

El Ceibo’s truck caravan also encountered difficulties in La
Paz. It stirred up anxieties among local market vendors who
were often linked to each other and to truck-owning middle-
men by strong family and social ties. Together, they formed a
tough, tight-knit economic force.

The vendors and truck owners moved quickly, persuading
municipal transit authorities to issue a regulation that blocked
federation trucks from several commercial zones. When trucks
did enter market places, porters were pressured not to unload
their cargos.

The strong reaction hurt. El Ceibo lost agricultural produce,
valuable time, and member morale. Having to cruise for
several days with citrus rotting in the back of the truck was a
discouraging beginning.

Once again, however, El Ceibo fought back. Locked out
of some existing markets, the federation recently obtained
an JAF grant to help purchase a two-acre lot in La Paz for its
own marketplace. The site will also serve as the location for a
truck garage and for future projects. A peasant-owned
marketplace in the capital city is very unusual, and federation
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leaders recognize its symbolic importance. As El Ceibo’s
president Luis Cruz Mamani remarked, “We want to show the
people of La Paz that we are not dirty, that peasants
can own and manage a clean marketplace. And we want to
show other small farmers what organization and hard work
can accomplish.”

BLAZING A PATH FOR DEVELOPMENT

El Ceibo’s 14-year history clearly shows that empower-
ment is not merely a battle to acquire new skills and material
assets. It is also an ongoing struggle — with frequent rever-
sals —to manage these resources for sustained socioeconomic
development.

The federation has been unusually effective in bringing
opportunities to small farmers in the Alto Beni, while at the
same time galvanizing local efforts to develop the entire
region. As oneresult, El Ceibo s receiving increasing attention
from the Bolivian mass media. It is regularly visited by other
coop members from throughout the country and by develop-
ment professionals from home and abroad. What kinds of
lessons can be learned from its history?

El Ceibo’s pastis full of ironic twists, not the least of which is
that a seemingly hostile environment provided the freedom of
social space for peasants to build a cohesive and dynamic

Robin Bowman



organization. The lack of entrenched elites allowed leaders
with the grit and vision of Emilio Vilca to emerge, and the
relatively egalitarian social structure that grew out of Alto
Beni colonization led to broad-based cooperatives committed
to participatory management of programs and delivery of
services. The process of settlement itself tended to preselect
people determined to improve their livelihoods, and the
Aymara and Quechua pioneers who stayed proved to be
dynamic organizers when given the slightest opportunity.

Cacao’s comparatively favorable price and the promise of
value-added profits from export and processing made it an
ideal crop around which new coops could coalesce. Focusing
on cacao opened new windows of opportunity that allowed El
Ceibo to become a major economic player rather quickly. The
Alto Beni supplied 80 percent of the national harvest, and
competing commercial interests involved with the crop were
relatively new and lacked the political and economic clout to
throttle the new enterprise.

El Ceibo’s history also shows, however, that self-sustaining
development may require prolonged outside investment.
Indeed, that history underlines the vital role of being able to
broker and capture external resources on a continuing basis in
order to complement and galvanize local resources such as
land, labor, crops, and even cash. Recognizing this, the
federation has recently established a development projects
office. The tendency of its leadership to seek loan funds
instead of grants to maintain and expand program activities is
a promising sign of progress toward eventual self-financing.

In an economy as volatile as Bolivias, of course, even profits
may be a deceptive indicator of future success. For example, El
Ceibo has been earning enough money to pay off its debt on
time to ENTA for the fleet of 10 trucks. Because of depressed
farm prices and inadequate administration, however, the
federation has been unable to save enough money each month
to counteract depreciation. At the present rate of savings, it will
be able to replace only seven of the trucks when they
eventually wear out.

Other problems such as the growing intrusion of coca
production in some of the newest colonies in the Alto Beni for
processing into cocaine loom on the horizon. Nonetheless, El
Ceibo has shown a deft capacity for responding to each crisis
by pushing ahead on a new front. Its organizational history
even suggests that grassroots development on this scale has to
be multidimensional, that the whole is greater than the sum of
the parts. Diversified activities may create management
problems, but they may also usher in unexpected oppor-
tunities. One reason for El Ceibo’s ability to weather the
unrelenting storm in the Bolivian economy, the nation’s worst
in this century, may be the federation’s willingness to explore
new income-earning opportunities. Building on soft ground
teaches you to rely on multiple supports. Although the

El Ceibo’s organizational history suggests that
grassroots development on this scale has to be
multidimensional, that the whole is greater
than the sum of the parts.

federation has had to count on external financing from a
variety of sources, one wonders what could have been
accomplished if the state had been more effective in clearing
the way. Indeed, El Ceibo itself has led the way in pushing the
production and development of a potentially important
industrial and export crop.

This returns us to the point where the story began — the
candlelit model factory. Survival means pushing ahead with
plans forindustrialization. The market is there, as the order for
1988 from the European group O.S.3 for 40 tons of cocoa
powder demonstrates. The federation has already opened
communications with the government of West Germany for
the possible multi-million dollar financing of a large industry,
and has acquired urban property as its future site. This is El
Ceibo’s dream — to absorb all the Alto Beni cacao into
industrial production under peasant control and ownership.

The federation is ready to take the next logical step and
become a “chocolatier” par excellence. Considering the long
odds against what they have already accomplished, who is to
say they cannot? El Ceibo has broken into the world of export
markets that includes the Swiss, who are among the world’s
most quality-conscious consumers of chocolate. The Nestlés,
Hersheys, and other giants of world production may someday
have to take heed — these peasant upstarts are finding a way.

¢

KEVIN HEALY is the Foundation Representative for Bolivia. He is
the author of Caciques y Patrones, Una Experiencia de
Desarrollo Rural en el sud de Bolivia and of recent articles, in
several academic publications, about the impact of cocaine on
development in Bolivia.

ENDNOTES

1. See Judith Tendler, What to Think about Cooperatives: A Guide from
Bolivia, (Rosslyn, VA: Inter-American Foundation, 1983) for a
longer discussion of this process.

2. Again, see Tendler, 1983, for a fuller description.

3. The benefits were not restricted to El Ceibo members. As Tendler
pointed out, the economic benefits from El Ceibo’s central
transport and commercial role extended to nonmembers as well.
Tendler labeled these nonmember participants “free riders,” since
they enjoyed the best of both worlds — the services coop members
received, but none of the dues payments. However, it was to some
extent a two-way street. El Ceibo’s access to the crops of
nonmembers meant greater sales volume and greater economic
leverage for the federation.

4. These yields are still unimpressive by the standards of cacao-
exporting countries. Average yields in Brazil, for example, are 15
quintales per hectare.

5. Again, see Tendler for similar effects on the cacao market after
introduction of peasant-controlled trucks.
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ORGANIZING
THROUGH TECHNOLOGY

A Case from Costa Rica

Thomas E Carroll and Helga Baitenmann

A small research group finds that new technologies spread only as
far as local organizations can carry them.
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I n the remote corner of Costa Rica’s
Atlantic Coast near the Panama-
nian border, a small private develop-
ment organization called Asociacién
ANALl is pioneering new methodologies
for putting applied science to work for
small farmers. The obstacles have been
immense: a complex and fragile tropical
ecology, diverse ethnic populations
speaking different languages and scat-
tered across rugged terrain, lack of
community organizations to channel
development activities. Yet, with IAF
support, ANAI has recently helped 25
rural groups organize and manage their
own nurseries for introducing new and
improved perennial crops to local farm-
ers. During the past two years, more
than 1,000 peasants have planted some
one million seedlings on their own land.

For ANAI the means to improving
local agriculture was ending the depen-
dence on monocropping that had left
peasants economically vulnerable to
swings in world market prices or devas-
tation by a single plant disease. The
starting point was applied research on
ANALI’s two experimental farms to grow
and test new or improved varieties of
tropical trees and other perennial crops
that would thrive in the region. As

research progressed, it soon became
evident that the big question was not
simply finding new strains but devising
ways to distribute them to farmers who
lacked cash and lived on widely dis-
persed farms in a region with poor roads
and no effective community structure.
ANALI solved the problem by helping
local groups organize community tree
nurseries to grow the new varieties for
transplantation by local farmers. To
make this decentralized system work,
ANAI would not only provide exten-
sion services to nurture the seedlings
but organizational assistance to help
the groups run their own nurseries
and develop the skills to tackle new
problems.

The key to ANAIs achievement has
been its ability to combine technological
and institutional innovations. It bears
out the influential theory advanced by
Hayami and Ruttan that technological
discoveries become “engines of growth”
only when social institutions adapt to
make them widely applicable.

The three aspects of ANAIs work —
appropriate technology generation,
service delivery, and enhancing local
organizational capacity — are the basic
building blocks of success for a whole set



of private developmental groups with
which the Foundation is collaborating
and which we shall call “grassroots
support organizations.” Competence in
performing any one should be lauded,
but ANAI demonstrates that all three
are interlocked and mutually reinforc-
ing. Research without an effective ex-
tension system remains dormant, pro-
ducing little impact. Without the
practical experience of helping benefici-
aries apply new technology, researchers
lack the feedback to refine the tech-
nology and make it more efficient. Both
extension and feedback are unlikely
without effective local organizations.
And finally, if poor people are to orga-
nize, cooperation has to show tangible
benefits that justify to individual mem-
bers the cost of contributing time, labor,
and material resources. In this case,
those initial tangible benefits are the
higher yielding, disease-resistant plants
— such as hybrid cacao, spices, medic-
inal plants, exotic fruits, and fast-
growing tuber crops — that members
grow in their own nurseries.

Technical advisor Marco Lowenstein
demonstrates grafting techniques for cacao to
members of a vivero near Bambii and Bratsi.

All photos by Sergio Solano
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Representatives of the Bribri vivero arrive at Talamanca$ only high school for the monthly assembly of ANAI staff and members of affiliated

5" —

community nurseries. The meetings help leaders get to know each other and coordinate future activities.

THE SETTING

ANALI operates in Talamanca, Costa
Ricas largest canton (over 1,000 square
miles) but also one of its poorest. Fifteen
years ago there was no highway con-
necting Limén province, of which Tala-
manca forms a part, with either the
capital city of San José in the central
highlands or the rest of the country. The
United Fruit Company’s banana planta-
tions in the lower Sixaola Valley near the
Panamanian border, which were the
hub of a boom economy in the early part
of the century, were abandoned by 1930.
After the banana bust, most Talaman-
cans eked out a living by combining
subsistence agriculture with earnings
from cacao, a tree crop that can be
transported from isolated areas without
spoilage.

Talamanca’s isolation had some ad-
vantages. It enabled people to preserve
their environment in relatively good
condition and taught them the value
of community action. As one resident
of the area recalls proudly, “When
the banana company came in, we cut
down our cacao and planted bananas.
Then the company left. They were going
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to pull up the rail lines, but we would
not let them. We built little traincars
and pulled them with mules. For the
first time we had public transportation
along the coast — and we did all that
ourselves.”

In recent years, however, as the isola-
tion has diminished, the environment
has come under increased pressure. A
paved road now connects Puerto Limén
to the Costa Rican heartland, and it is
possible to drive from the provincial
capital straight through Talamanca to
the Panamanian border at Sixaola.
Communities not along the main high-
way are gradually being linked to it by
spur roads. The “Company” (now called
PAIS, S.A.) has returned to raise ba-
nanas and African oil palms, but the
reactivation of agribusiness plantations
has had minimal impact on the subsis-
tence economy of the region. The influx
of landless workers, the colonization of
one of Costa Rica’s largest frontiers, and
the continual arrival of displaced people
from other Central American countries
have tripled the population in the last
decade to about 25,000 inhabitants.

Talamanca may be roughly divided
into three zones. The most fertile land is

the alluvial lower Sixaola Valley, now
largely reoccupied by the banana com-
pany. It is separated from the Caribbean
by a range of low forested hills and a
narrow coastal plain. Inland, on the
other side, the Talamanca mountains
rise to nearly 13,000 feet on the Conti-
nental Divide, with numerous isolated
valleys enfolded among them con-
taining many small farms.

Talamancans are as diverse as the
local geography. The coastal commu-
nities are dominated by English-
speaking Blacks of West Indian origin.
The mountains are the home of many of
Costa Ricas remaining tribal Indians,
who still speak Bribri and Céabecar. Most
of the plantation workers and the newer
settlers from the highlands are Spanish-
speaking mestizos.

Since 1979, monilia pod rot has vir-
tually extinguished cacao production in
the area. The loss of their primary cash
crop and a deepening national economic
crisis have combined to make Tala-
mancas peasants poorer today than 10
years ago. In the meantime, the flood of
new settlers has undermined com-
munity identity, boosted crime rates,
and increased frictions among ethnic



groups. As squatters invade company
and private lands and the Indian reser-
vations, resident farmers often deforest
their uncultivated land to strengthen
their title claims and prevent usurpa-
tion. If increasing numbers of farmers
continue to invade the fragile and hith-
erto largely untouched hill lands, the
“slash-and-burn” system of subsistence
farming will become unsustainable.

Compared with other areas in Costa
Rica, public services in Talamanca are
extremely poor even where roads are
accessible. Outside Cahuita, the main
coastal settlement, there are only four
telephones, and few communities have
health posts or electricity. Agricultural
services for small-scale farmers are
limited.

In a number of ways, ANAI has
moved to fill the vacuum by acting, as
many other intermediary-level private
organizations do, to supplement and
extend what would normally be public
or business functions to help local
groups marshall resources and plan for
the future. How to conserve the region’s
fragile soils? How to protect the forests,
watersheds, fishery resources, wildlife,
and ecologically unique areas? How to
develop a diversified agricultural econ-
omy that is productive today and sus-
tainable for future generations? These
are the big questions ANAI has set out to
address.

ANAI AS A GRASSROOTS
SUPPORT ORGANIZATION

ANAI, which was formerly called
Asociacion de los Nuevos Alquimistas,
got its inspiration from the worldwide
ecology movement. However, ANAI
aims not for preservation per se, but for
the development of a sustainable and
economically realistic agricultural sys-
tem through the application of ecolo-
gical principles. In the words of its
founder, Bill McLarney, ANAI's projects
are “united by two beliefs.” First, there is
“no essential contradiction between
economic development and environ-
mental conservation.” Second, given
that the “most apt stewards of the
tropical lowlands are the small farmers
who have committed their lives to
them,” ANAIs task is to “capacitate
people to take advantage of new oppor-
tunities as their isolation diminishes”

ANALIs roots go back to 1975 when
two North American ecologists inter-
ested in tropical agroforestry decided to
establish an experimental farm on the

Atlantic Coast. The farm was located
at the easternmost tip of the coastal
plain, a two-hour hike from the nearest
road. Concerned with the life of the
community as well as agricultural diver-
sification and integrated farm manage-
ment, the resident ecologists worked
hand-in-hand with their neighbors,
eventually gaining their confidence. In
1976 the community members formed
the Asociacion Integral de Desarrollo de
Gandoca y Mata de Limén, which was
then given legal status. This enabled
ANAI, which functions as technical
advisor to the association, to serve as a
broker contacting foreign donor agencies
for assistance. Catholic Relief Services
responded by providing funds to estab-
lish experimental fish farms, which led
to a later IAF grant for an aquaculture
project and water pumps. USAID also
contributed to a pig farm project.

In the meantime, ANAI scientists
began research and testing on a series of
crops and cropping systems with com-
mercial and subsistence value. The first
new cash crop they tried to adapt was
red sorrel, which is used as a dye in
herbal teas. Later, with financial assist-
ance from the Dutch government, they
launched a more ambitious three-year
research project to diversify crops in
collaboration with one of the main agri-

cultural cooperatives in the region, Co-
operativa de Servicios Multiples de Ta-
lamanca, R.L. (COOPETALAMANCA).
Plantains and white yams were intro-
duced as cash crops. While plantains
became a major source of income for
many farmers, the yams proved to be
susceptible to fungus diseases and suf-
fered from erratic markets. When red
sorrel and several food crops also en-
countered problems, ANAI ultimately
concluded that the future direction of
diversification should be into farming
systems based on perennial crops.

In 1983, ANAI established a student-
operated nursery to grow the new crops
at the Colegio Técnico Agropecuario de
Talamanca, the only high school in the
area. This experiment worked out well
in terms of student involvement and in
gaining experience with plant multi-
plication. But shortcomings were also
revealed. The centralized nursery served
the Colegio and some nearby farmers
but did not benefit more distant settle-
ments. Students were often ineffective at
diffusing the new technology, and pro-
duction costs priced seedlings beyond
the reach of poorer farmers. This experi-
ence led ANAI to form a permanent
team of professionals who could work
full time and actively participate in
applied research, distribution, and com-

volunteers.

the past 15 years.

flexibility to changing conditions.

A Major Research Project

The ANAI story is taken from a collection of case studies that form part of a
major IAF-sponsored research project on indigenous grassroots support
organizations (GSOs) in Latin America to be published in Spring 1988.

Up to now these groups have been more commonly referred to as
“nongovernmental organizations” (NGOs) or “private voluntary organiza-
tions” (PVOs). However, while the IAF is reluctant to coin yet another
acronym, “GSQO” is preferred since “NGO” has a somewhat negative cast, and
“PVO” is confusing because such groups usually have more paid staff than

Whatever the name, these organizations — whose main function is to
promote and assist local development efforts and to provide services to
primary groups — account for a large share of the Foundation’s funding over

The research project will contribute to understanding how GSOs work and
will identify factors common to their success or failure. The study will explore
the characteristics leading to GSO effectiveness, such as their ability to reach
the poorest, mostisolated, and disadvantaged segments of society; delivery of
services based on knowledge of local settings and local needs; sensitivity to
the interests of the groups they serve or represent; willingness to work under
difficult circumstances and to tackle a variety of different problems; and

A typology of grassroots support organizations has been developed to
classify and characterize the IAF’s portfolio, and field-based case studies are
being conducted in Chile, Costa Rica, and Peru.

The study should also help identify an institutional niche for GSOs in
complementing the programs and services provided by public entities.
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Technical advisor Carlos Manuel Lynch Arce gives a brief talk to members of the Bribri
vivero on how to germinate seeds and transplant seedlings.

munity development. It also led to the
current community tree nursery project.

In August 1984, ANAI received a
grant from the Coalicién Costarricense
de Iniciativas de Desarrollo (CINDE),
and almost overnight the staff
blossomed from five to thirteen, includ-
ing three scientists, five agricultural ex-
tensionists, one farm manager, one edu-
cation coordinator, one community
worker, one agronomist, and one bi-
lingual secretary, most of whom are
Costa Ricans. The organization has a
five-member board of directors. A gen-
eral assembly of 13 members, 6 of them
campesinos, elects the board, which
meets quarterly and exercises overall
supervision.
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What the network of international
agricultural research centers does on a
worldwide scale, ANAI reproduces at a
microlevel in one small area of a small
country. The principle is the same: find-
ing and adapting superior plant vari-
eties for specific agroeconomic pur-
poses. Because the genetic pool around
the globe is enormous, the trick is to
locate species that do well in Talamanca.
ANAI staff travel extensively to sites of
promising seeds or cuttings and carry on
an ambitious international plant ac-
quisition program. In this process,
ANAI works closely with established
research institutions, especially with
CATIE, the internationally supported
tropical research station in Costa Rica.

Because many of these plants and
seeds are extremely perishable, the ac-
quisition program often faces problems
in arranging speedy and reliable deliv-
eries. For example, an ANAI staff mem-
ber asked a friend at the U.S. embassy to
have seeds from a cooperating scientist
sent through the diplomatic pouch.
However when the seeds reached the
embassy, the friend was on a mission,
and the package went undelivered.
When the package was finally located,
the germination period was over and the
seeds were useless. In a more successful
instance, scionwood (living shoots or
twigs used in grafting) cut from a set of
parent trees of a valuable species was
collected, transported, cleared through
customs, and grafted onto native root-
stock with such speed and care that 90
percent of the grafts survived. Finding
and preserving such parent stock is
expensive, but out of it will come new
options for the region’s campesinos.

To preserve local resources for future
generations, ANAI also performs a pro-
motional and brokerage role for broad
environmental concerns. It was instru-
mental in establishing a coastal wildlife
refuge that contains the nesting ground
of sea turtles threatened with extinc-
tion, the best preserved coral reef in
Costa Rica, and some of the most unique
natural forest ecosystems in all of Cen-
tral America. ANAI was able to obtain
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