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UNITED STATES INTERNATIONAL DEVELO .. MENT COO~E"ATION AGENCY 

AGENCY FOR INTERNATIONAL DEVELOPMENT 
WASI'4INGTON. DC 20523 

PROJECT AUTHORIZATION 

Name of Country: Honduras 

Name of Project: Small Parmer Coffee Improvement 

Number of Project: 522-0176 

Number of Loen: S22-T-044 

1. Pursuant to Section 103 of the Poreign Assistance Act of H!Sl, as amended, I 
hereby authorize the Small Farmer Coffee Improvement Project for Honduras (the 
"Cooperating Country") involving planned obUgations of not to exceed Nine Million 
United States Dollars ($9,000,000) in loan funds ('iLoen") and Five Hundred Fifty Thousand 
United States Dollars ($:)50,000) in grant funds ("Grant'? oyer a five-year period from 
the date of authorization, subject to th~ availability of funds in acco~dance with the 
A.I.D. OYB/allotment process, to help In financing foreign currency and local currency 
costs for the project. 

2. The project ("Project") will strengthen the capabWty of and expand the coverage 
of the extension service of the Instituto Hondureno del Cafe (rnCAFE) and will increase 
the availability of investment credit for Project beneficiaries who will participate in 
IHCAFE's coffee technification progl'am designed to mitigate the impact of spreading 
coffee rust in Honduras. 

3. The Project Agreement, which may be negotiated and executed by the officer 
to whom such authority is delegated in accordance with A.LD. regulations and Delega
tions of Authority, shall be subject to 1;he following essential terms and covenants and 
major conditions, together with such other terms and conditions as A.I.D. may deem 
appropriate: 

a. Interest Rate and Terms of Repayment (Loan) 

The Cooperating Country shall repay the Loan to A.I.D. in U.S. Dollc1rs within 
forty (40) years from the date of first disbursement of the Loan, including a 
grace period of not to exceed ten (10) years. The Cooperating Country shall 
pay to A.I.D. in U.S. Dollars interest from the date of first disbursement of 
the Loan at the rate of (i) two percent (2%) per annur.: during the first ten 
(10) years, and (if) three percent (3%) per annum thereafter, on the outstanding 
balance of the Loan and on any due and unpaid interest accrued thereon. 

b. Source and Origin of Goods and Services (Loan) 

Goods and services, includi'lg ocean shipping, financed by A.I.D. under the Loan 
shan have their source ana origin in countries that are members of the Central 
American Com moo Market or in countries included in A.I.D. Geographic Code 
941, except as A.I.D. may otherwise agree in writing. 



-2-

C!~ Source and Origin ot Goods and Services (Grant) 

Goode end services,· except for ocean shipping, ti..aneed by A.I.D. under the 
Grant shall have their source and origin in the United States and countries that 
1l1'e members of ~he Central American Common Market, except as A.I.D. may 
otherwise agree in writing. Ocean shipping financed by A.I.D. under the Grant 
shan, except as A.I.D. may otherwise agree in writi., be financed only on flag 
vessels of the United States. 

d. Conditions Precedent to Disbursement 

(1) Frior to any disbursement, or the issuanee of any commitment 
documents under the Project Agreement to ftnanee the credit fund, the 
Cooperating Country shan provide to A.I.D., in form and substance satis
factory to A.I.D., evidence that an administrative agreement delineating 
powers and responsibilities for credit fund adlBfnistration has been signed 
by the Ministry of Finance, the Central Bank, am mCAFE. 

(2) Prior to any disbursement, or the issuanee of any commitment 
documents under the Project Agreement to finanee the credit fund, the 
Cooperating Country shall cause to be provIded to A.I.D., in form and 
stbstance satisfactory to A.I.D., a detailed operational plan which indicates 
(A) the division of labor between each of the Baneo Nacional de Desarollo 
Agricola (BANADESA) and the Banco Hondureno del Cafe (BANHCAFE) 
and mCAFE and (B) the mechanism which wiD be employed to assure the 
linkage between the e>.tension activities of llICAFE and the credit activi
ties of BANADESA and BANHCAFE. 

(3) Prior to any disbursement, or the iss.ance of any commitment 
documents under the Project Agreement to rmanee the credit fund after 
March 1, 1983, the Cooperating Countr-g shaD cause mCAFE to provide 
to A.I.D., in form and substance satisfactory to A.I.D., evidence that 
mCAFE has cumulatively established and funded twenty (20) positions for 
credit extension agents. 

e. Special Covenants 

The Cooperating Country shall covenant that, unless A.LD. otherwise agrees in 
writing, it will: 

(1) make avaUable, or cause to be made aYaDBble, adequate crop 
production credit to Project participants tbrough the banking system. 

(2) make a capital contribution ot at leal $1 milllon equivalent in 
lempiras to the Central Bank for use in the speelll tine of credit established 
under the Project. 

(3) maintain the investment credit fund for a period no less than ten 
years at a level no less than equal to the amamt contributed thereto by 
A.I.D. and out of its own Treasury resources, returning all reflows of 



principal plus interest charges not otherwise allocated ~ereto, and allowing 
the banks participating in the program acce. thereto tor relending in 
accordance with the Project. 

(4) ensure that the investment credit for on-tarm activities 'will be 
allocated reasonably and equitably among farmers. 

g. Waiver (Loan) 

Thirty (30) 4x4 diesel engine, utility vehicles with nport warranty (Jeep CJ-S's 
or' CJ-7's) having f!rt approximate value of $240,000, may be purchased from a 
single source on a negotiated price basis. 

Acting Assistant AdminiStrator I 

Bureau tor Latin America 
and the Caribbean 

17 MAY 1981./ 

Clearances: I 
GC/LAC:BVeret: !k....date r /",,/,, , 
LAC/CEN:RGomez: ~date-:sJJilt, 
LAC/DR:CPeasley: ~~te !ii"if 
LAC/DR:MBrown: ~aate ~ I 

Date 

Dratted:GC/LAC::GMWinte~:5/20/81:X29182 
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I. ~y AND REClMtmNDA'IDNS 

A. Rec~endations 

USAID/Honduras recommends authorization of a $9,000,000 Development 
Loan and a $550,000 Development Grant for a Small Farmer Coffee Improvement 
Project. The Loan would be repaid to the United States Government in U.S. 
Dollars witl1in forty years from the date of first loan disbursement, includjng 
a grace period of not to exceed ten years, at a rate of interest of 2% during 
the grace period and 3% thereafter. 

B. Borrower/Grantee 

The Borrower/Grantee will be the Government of Honduras, which, in 
turn will use the funds to make a ~rant to the Instituto Hondureno del Cafe 
(lHCAFE). Credit funds will be admInistered through a tri partite agreement 
between IHCAFE, the Central Bank and the Government of Honduras. These funds 
~·Till then be made available through the Central Bank to the Banco Nacional de 
Desarollo Agricola (BANADESA) and to the Banco Hondureno del Cafe (BANHCAFE). 
The main implementing agencies will be IHCAFE, BANADESA, and BANHCAFE. 

C. Project Summary 

The increasing importance of coffee in the national economy is easily 
seen in the growth of the value of coffee sales. The agsregate coffee 
production of Honduras has grown fran 950,000 quintales m 1976/1977 to about 
1.65 million quintales in 1979/80. The value of coffee exported has increased 
from approximately $20 million in 1970 to $100 million in 1976 and $200 
million in 1979. It represented over 28% of the total value of agricultural 
exports in 1979, down from the 1978 share of 35', but is still close to 
equalling bananas as the mlIlber one export crop. Government revenues from an 
export tax on coffee have grown from $13 ndllion in 1976 to $35 million in 
1980 (est.) and now account for 9.9% of Central Govel11ment tax collections. 

Coffee production in Honduras is different from that of many other 
countries in that many thousands of small producers account for a large 
percentage of its production. Almost 80% of the land in coffee prouuction is 
in the hands of 93% of the farmers. 

In 1980, the presence of coffee rust in Honduras was confirmed. Rust 
constitutes a serious threat to the livelihood of small coffee producers. It 
can be controlled, but the required measures are costly. It is not 
financially feasible for small producers to incur these costs at their 
prevailing low yields. The costs can be absorbed and profits increased by a 
process of technification, which will increase yields by 3-4 times present 
levels. The small coffee producers effectively face only two choices: 
increase yields to meet the rust threat or slowly lose their income from 
coffee. 

Concerned with the welfare of the small coffee producers and the 
negative effects on GDP, the Honduran Government is determined to increase its 
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assistance to small coffee producers. It recognizes that without assistance, 
the first producers to drop out of coffee production altogether will be the 
"micro producers" - those farmers who have a bit of coffee but whose main 
source of income is not coffee. The second group which would be forced to 
abandon coffee production would be the smaller producers who have only a few 
hectares planted, but whose livelihood depends on the income they receive from 
producing coffee. Of the 47,000 producers in Honduras, approximately 25,000 
fall into this second category. 

The purpose of this Project is to enable as many as possible of this 
second group of small coffep. producers to maintain their coffee production and 
income in the face of spreading coffee rust. The Project seeks to do this by 
demonstrating the viability of technification of coffee production to increase 
yields to an extent that production in the presence of rust is still 
sufficient to be economical. Although the Proji ~ will work with 
approximately 3,000 small farmers, the Project's ~uccess should result in more 
farmers being willing and able to technify more I.ectares, thereby contributing 
to an overall goal of incr~~sing the income of the rural poor in Honduras, 
while maintaining GNP and foreign exchange earnings from coffee in spite of 
the presence of coffee -ust. 

In order to achieve the production levels necessary to maintain their 
incomes, small farmers need to improve their technology and gain access to 
capital. These needs are addressed by the Project's two activities: 1) 
establishment and operation of a special credit fund for target group coffee 
producers, and 2J improvement and expansion of the coffee extenslon service 
operated by the Instituto Hondureno del Cafe (IHCAFE). Whereas larger coffee 
producers have been able to finance technification out of their profits and 
credit from commercial sources, access to investment credit of the kind and 
quantity necessary is currently unavailable to small producers in Honduras. 
Under this Project, investment credit of $9 million will be provided through 
two financial institutions, the Banco Nacional de Desarollo Agricola 
(BANADESA) and the Banco Hondureno del Cafe (BANHCAFE). Small producer use of 
credit will be carefully supervised by IHCAFE tecr~icians, who will prepare 
investment plans and loan applications, ensure that appropriate inputs are 
obtained and correctly applied, and guide the producers in adopting the 
technology that will optimize their financial return. 

In order to adequately attend to 3,000 new clients, $1,000,000 of 
develo~ent loan and $550,000 of development grant funds will support a 
signiilcant expansion and specialization of IHCAFE's extension progrro I. 

Currently, IHCAFE's extensionists assist small producers with both tte credit 
and technological aspects of coffee production. Under the Project, IHCAFE 
will separate its technical and credit extension services by hiring and 
training a corps of credit extension workers who will develop farm investment 
plans and credit applications. This will leave the technical extension 
workers free to concentrate on technology transfer and training of farmers to 
initiate and manage technified farms. Both groups of extensionists will be 
aided by long term technical advisers who will guide the processes of division 
of labor and expansion of the coverage of the extension service. Technical 
assistance to IHCAFE will include two long-term contract consultants: one, in 
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extension for three years; and one, in credit for tt.'o years. In additio:'l, 
twenty-four person/months of short-term technical advisors will be r~uired 
for a variety of trainin~ activities. Grant funds will be used to finance 
this assistance as the Mlssion anticipates seekin~ highly qualified U.S. 
technicians for the majority of this work. Loan funds will finance a certain 
amount of equipment 11ecessary to the success of the Project's extension 
component including training expenses and vehicles. 

Honduran counterpart contributions will be provided from three 
different sources. The Government will make a contribution of $1 million to 
add to the capitalization of the Project's credit fund. IHCAFE's counterpart 
expenses include the costs of additional personnel required for the Project 
ana the increase in operat:ng costs. IHCAFE also will finance certain of the 
training (per diem expenses, etc.) and equipment costs. Management of the 
credit fund will also require certain increases in the personnel and operating 
expenses of the participating banks. In addition, the GOH will covenant to 
make available all necessary production credit to Project participants. The 
total Honduran contribution amounts to 33% of the Project costs. 

In summary, A.I.D. and Honduran funds will be used as follows ($OOOs): 

1. Extension Activities 

2. Credit Fund 

10TAL 
Percent of Total 

A. LD. 
Loan Gr211t 

1,000 

8,000 

9,000 
l63%) 

550 

550 
(4') 

Honduras 

2,480 

2,200 

4 680 
b3%) 

Total 

4,030 

10,200 

14,230 
(100') 
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II. PROJECT BACKGROUND 

A. Socio-Econanic Framework 

Coffee production in Honduras is an important source of income for 
about 45,000 small farmers. This coffee production not only generates $200 
million in foreign exchange earnings, but also distributes income to thousands 
of small farmers and rural laborers across the country. The recent appearance 
of coffee rust in Honduras is the most serious of several threats to coffee 
producers. 

Coffee rust is a pale yellow fungus which causes premature 
defoliation, and can eventually kill the coffee tree. The threat of the 
disease, however, is not so much biological as it is economic. Coffee rust 
can be controlled chemically but the cost of control is high relative to the 
total production costs on a small, traditional farm. Given the current farm 
gate price of coffee, it is generally considered that coexistence with rust 
would require a tripling or quadrupling of productivity from the 7-10 
quintales per rnanzana now common. It is also very likely that the smallest 
coffee producers, those with less than one manzana of production, will be 
unable to increase their productivity to generate enough income to employ 
chemical control. These micro-producers are, generally, not much more than 
coffee bean gatherers, and do not haVtl the technical skills to remain in 
coffee production. Large producers al"~ able and have already begtm to improve 
their coffee ~roduction techniques largely due to the success of IHCAFE's 
promotion of lts technification program. They' probably will be able to 
survive rust with little additional assistance. In between the micro-producer 
and the large producer are 25-30 thousand small and medium/small farmers, many 
of wham are technically capable of remaining in coffee production, but who 
need access to credit and technical assistance to do so. 

Without an effective assistance program directed toward these small 
coffee producers, coffee production on small farms would largely disappear in 
a very few years, both from the physical damage done to coffee trees and from 
the economic pressure brought with it. Assuming no dramatic increase in the 
price of coffee, the economic return would drop so low as to make it 
unprofitable to harvest and market the small production even before rust would 
completely eliminate a farmer's trees. Thus, the small farmer would abandon 
his coffee production, and either migrate from the area or revert to 
subsistence crops, thereby suffering a severe drop in family income. 

The situation of the small coffee producer is even more precarious 
because he has been largely ignored by Honduran and international assistance 
programs. The Ministry of Natural Resources remains oriented toward ba'jic 
grains and valley agriculture: thp, Honduran Coffee Institute (IHCAFE) has, in 
the past, delivered assistance primarily to medium and large producers; and 
the Agrarian Reform Institute (INA) does not work with these small traditional 
farms. 

Recognizing the importance of the small coffee produce:os in the 
Honduran economy, the Instituto Hondureno del Cafe (IHCAFE) - a semi-autonomous 
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government agency which provides technical assistance, research, and extension 
services to coffee producers - has begun to look for ways to direct greater 
assistance to them. The policy of assisting small producers, however, will 
require significant changes in IHCAFE's mp,thod of operations and a significant 
increase in available financing. Thus, to accomplish its ~oal of serving a 
broader range of producers, IHCAFE has actively sought addItional external 
financing in order to effect a restructuring of its extension service, hire 
and support additional extension workers and train them. Similar changes are 
necessary in coffee financing institutions. In fact, coffee producers, under 
IHCAFE leadership, recently have created the Honduran Coffee Bank (BANHCAFE) 
whose primary purpose is to assure the timely provision of an adequate supply 
of credit to coffee producers. Since BANHCAFE is a private bank with normal 
commercial credit practices and is capitalized by a special export fee paid ~y 
all coffee producers, it would be most likely to serve the larger producer. 
It has recognized in its charter, though, the importance of providing 
specialized services to the large majority of smaller coffee producers by 
creating a special programs branch of operations for activities targetted 
specifically toward this group. However, it will need assistance, primarily 
from IHCAFE, to achieve that purpose. 

B. Relationship of the Project to the GOH National Development Plan 

This Project responds directly to the main macroeconomic development 
goals of the Government of Honduras as expressed in its Five-Year Plan 
(1979-83) and the more recent Immediate Action Plan, developed in December 
1980, and Emergency Economic Plan, published at the end of April 1981. The 
prime objective of all three plans is to increase national production on a 
growing and sustained basis. Production oriented programs are given 
priority. A secondary objective is to increase exports. This Project 
re~onds to both priorities. All three documents also place highest priority 
on Increasing the share of development benefits accruing to the poor. 

Depending on the spread of coffee rust and the damage it causes, this 
Project mayor may net increase nationwide coffee production in the short 
run. In fact, it ~robahly will not. However, what it will do is assist 
Honduras to maintaIn its level of production and coffee exports, that way 
preventing the serious economic downturn which would occur if production were 
to fall due to coffee rust. 

While it might be assumed that larger coffee farmers could expand 
their production to make up for that lost to coffee rust on smaller farms, it 
is highly unlikely that they could do so given land constraints and the fact 
that large producers have already technHied much of their holdings. 
Furthermore, a macro-production strategy of this sort, blindly aimed at 
maintaining production and export lev~~s regardless of the social 
consequences, would be in diroct conflict with the GOH's stated income 
distribution policies and its commitment to th~ welfare of the poor. The 
government is fully committed to this Project. In a period of severe 
government budgetary stringency the Government is contributi~g counterpart to 
this Project in excess of that required. It is also guaranteeing the 
maintenrulce of the credit fund, and thereby the continuation of the program 
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beyond the uirect beneficiaries, by converting A.I.D. loan funds into grant 
funding for the executing agencies. Finally, it has committed itself to the 
future financing of production credit for the Project's beneficiaries. 

C. Complementary A.I.D. and Other Donor Assistance 

IHCAFE has identified three important constraints to the success of 
technification of coffee farms in Honduras: (1) the low level of technical 
expertise of both coffee producers and extension agents, (2) the lack of 
access to credit especially among small producers, and (3) the lack of access 
to transportation services, especially access roads. This Project, in 
combination with the activities described below, addresses all three of these 
constraints. In addition, the programs of A.I.D., other donors, and other 
entities of the GOH are helping to meet these and other related needs. 

1. Access Roads. IHCAFE currently is receiving direct assistance 
from the European EConomic Community for the construction of 247 kilometers of 
access roads in coffee growing areas. Several other donors are also financing 
the construction of access roads although they are not working directly with 
IHCAFE. For example, roads are currently being built in the coffee growing 
departments of La Paz, Copan, Ocotepeque, and Lemp;.ra under two IDB projects 
totalling $31.7 million. The eighth IBRD road project is financing the 
construction of roads in three areas, one of which is a coffee region. 
A.I.D., too, is financing the construction of rural access roads under its FY 
1980 Rural Trails and Access Roads Project. With total life of project 
funding of $11.2 million this project will construct access roads and trails 
in the coffee producing areas of Santa Barbara, Copan, Ocotepeque, Lempira, 
Intibuca, and La Paz, and it is expected that approxUmately 18,000 f~nilies 
will gain access to improved transportation services. In addition, this 
Project seeks to increase the capacity of the Ministry of Public Works to 
maintain the roads built. This A.I.D. activity clearly will provide access to 
transportation services to target beneficiaries of this prop0sed Project who 
reside in these areas. 

2. Trainin~. IHCAFE is constructing two training centers for 
extension workers wit loan funds from the European Economic Community. In 
addition, the Government of Great Britain is funding certain training 
activities within the Extension Service and the Research Department of 
IHCAFE. Among these will be scholarships at the Masters level in 
phytopathology, extension, coffee technology, entomology, and soils, and two 
month courses in coffee selection to be held in Brazil. II~E also will be 
a direct and indirect beneficiary of the A.I.D. Agriculture Sector II Program 
since under the human resources development activity of that program, IHCAFE 
is eligible to receive two scholarships for participant training, and some of 
IHCAFE's agents will benefit from in-service training in extension. In 
addition, the activities designed to strengthen the institutional capacity of 
the National Regional Agricultural lmiversity (CURLA) ultimately will benefit 
the coffee sector. These activities, although limited in nature, eventually 
will enable Ia~ to increase the capacity of its human resource pool. 
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3. Credit. IHCAFE has mounted a campaign to secure foreign loans 
at attractive terms for the purpose of relending them to Ibnduran coffee 
producers. At present, If-CAFE has made loan applications totalling $40 
million to a variety of foreign banks and applications totalling $10 million 
to the Governments of Mexico and '.'enezuela. Repayment periods of 20 years 
have heen requested on the bank loans, although interest rates will vary. 
IHCAFE has successfully secured such loans from commercial sources in Canada 
and West Germany (fertilizer credits). These funds although not targeted for 
use by small producers only, will be used to increase IHCAFE'. total coffee 
credi t portfolio, and will he managed by BANADESA and B.ANHCA.FE. IHCAFE 
estimates that even if it were to succeed in receiving the total $50 million, 
there would still be a shortage of credit necessary for the participation of 
both large and small coffee producers in its technification programs. 

4. Control of Coffee Rust. IHCAFE is in the process of acquiring 
from the Government of Great Britain rust control commodities (pesticides, 
fungicides, and fertilizers) and equipment (spraying devices and laboratory 
equipment). The totRl amolmt is not expected to exceed $3,400,000, and will 
be loan flmded. Great Britain also has provided technical assistance to 
support the program including one specialist in pesticide spraying who will 
train field personnel in the use of the equipment, and the assistance of a 
phytopathologist has been provided to the Research Department of IHCAFE. 

While IHCAFE' s programs are focused at the farm level, the 
Ministry of Natural Resources has mounted a national qu; .. mtine program 
consisting mostly of spraying at geographic checkpoints. This program, atmed 
at contro1l ing the spread of co - fee Ttl' may have had some suc\. ~ss at keeping 
rust out of previously uninfected areas However, it is not likely to be 
effective in preventing the spread of rust in the long run. 

1n addition to the effort comttm1plated under this Project, 
A.I.D.'S Regional Office for Centra; ,-\rnerica and Panama (ROCAP) recently has 
received AID/W approval to undertake a region-wide coffee pest control 
program. This project will complement the Honduran effort by providing 
expertise and carrying Ollt research on the problems of coffee rust throughout 
the region. Given the political situation in other countries of the area, it 
is anticipated that many of the activities will be carried out directly in 
Honduras. 

5. Crop Di versifirlltion. Recogni zing the fact that tcchnificCltion 
will not be an economically [~asjble alternative for a large number of very 
small producers, IHCAFE has begtul to look at options for those who have been, 
or are about to be, forced out of coffee production with the onslaught of 
rust. A crop diversification division recently has heen created within 
IHCAFE. The Government of Great Britain is assisting with some training in 
the cllltivation of crops requirilj>~ the climatic ,d1d agronomic conditions of 
coffee growing areas, but ..... hose i,·,troduc:tion would be new to Honduras. In 
addition, the Ministry of Natural Resources I research program has initiated 
studies in the area of crop diversification. 
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6. Coffee Processing. In its assistance package, the British also 
have included some international study tours, consultants' visits, and 
equipment designed to increase IHCAFE's ability to improve coffee processing 
procedures. In Addition, they have loaned IHCAFE $2.5 million for the 
establishment of eight centralized processing centers. 

Under the A.I.D.-financed Rural Technologies Project, the 
feasibility of solar dryers for coffee and basic grains is currently being 
tested. Solar dryers would serve further to increase the producer's control 
over the production stage at which his coffee crop is sold, therebr allowing 
him more control over the price he will receive. Representatives from the 
Center for Industrial Development, one of the executing agencies for the Rural 
Technologies Project, have had a meeting with IHCAFE representatives regarding 
the possIbility of testing the feasibilIty of several other coffee related 
implements under the Project. These include: low-cost fertilizer 
applicators, spraying devices, water catchment systems, and hydraulic rams. 
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III. PROJECT DFSCRIPTION 

A. Rationale and Project Purpose 

In Honduras, coffee is a small farmer cro~. Small producers work 
approximately 80% of the land planted in coffee. n addition to the 
importance of the crop as a foreign exchange earner, coffee production, 
structured as it is, has served an important social function in Honduras. It 
distributes income to small fanners who might otherwise be involved in less 
profitable agriculture. In a sense coffee represents the difference between 
living in poverty and achieving a modest standard of living fer thousands of 
rural families. Coffee rust threatens to erode this difference since smaller 
producers without access to the means either to prevent coffee rust or to 
coexist with it will be the first to be forced out of production. 

It is, however, possible for technified, highly productive coffee 
farms to coexist with rust. The better technified a farm, the less 
susceptible it is to disease, and the better able it is, economically to be 
sprayed with fungicides. Furthermore, since farms can be technified in 
phases, certain production levels can be preserved thereby mitigating the lost 
production that certain types of renovation imply. In short, technification 
has been determined to be the best long-run solution to the immediate 
problem. Furthermore, IHCAFE is committed to the idea that small farmers are 
able to technify and should be included in their technification program. 

The purpose of the Project, therefore, is to mitigate the impact of 
coffee rust on small coffee producers by assisting as many of them as possible 
to increase their yields so as to be able to afford rust control measures 
thereby allowing them to increase their level of real income. 

B. Project Strategy 

There are several constraints to successful implementation of a rust 
control/technification program aimed at the target group. 

First among them is the problem of access to investment credit. 
Technification is an expensive proposition for small coffee producers. It is 
impossible to undertake without access to investment credit at rea~onable 
rates and with an amortization period geared to the production payback period 
of technification. Access to this type of credit is, therefore, a 
prerequisite to the success of a technification program. 

Second is the dependence of the program on the success of the 
extension program in transferring technology to the small coffee farmer. New 
farm interventions and management techniques must be taught to the target 
population. The farmer's implementation of new practices will have to be 
carefully monitored, evaluated, and adjusted to guarantee success at the fann 
level. A strong extension service is, therefore, a prerequisite to the 
success of this Project. 



- 10 -

Although thIs Project has been designed in great part to respond to 
an immediate need to combat the spread of coffee rust in flonduras, it will 
also have important longer term development impacts. By the end of this 
five-year Project, the following conditions will have been achieved: 

1. Productivity per hectare will have increased from 7.9 to 25 
quintales on that area which has been technified as part of the Project by the 
end of 1983, with proportionately equivalent increases being realized on farms 
which enter the program later. 

2. The demonstrated success of the technification program will have 
induced small producers begin tec~U1ification on approximately 4,000 more 
manzanas by 1986. 

3. Reflows from the credit fW1d and additional sources will finance 
more farmers and more land in an expanded technification program. 

In order to reach the end of Project status, as described above, 
A.I.D. and counterpart resources will be used to finance activities which will 
result in the following: 

1. an expanded and better qualified IHCAFE extension service 

2. increased and improved use of technologies at the farm level 

3. the application vf better farm management techniques at the 
small farm level 

4. the establishment of a viable, self-sustaining credit mechanism 
for small producers. 

C. Detailed Project Description 

1. Extension Activity 

The objective of A.I.D. assistance to the IHCAFE extension 
service is to develop and institutionalize a method of working with small 
farmers. The IHCAFE extension service will require a significant 
reorientation to achieve any type of long range success in helping small 
producers, and the Project will focus on supporting this process. Extension 
agents will be freed of almost all credit responsibilities, and will be 
responsible for more farmer training and less supervision. The extension 
agent will become more of an agent of ~oci~l change, and less of a mere 
technology transfer agent. However, to obtain an immediate impact, support 
will be given, in early stages of the Project, to serving small farmers in the 
traditional way. As the Project progresses, extension methods will be 
refined, and a greater number of small farmers can be included in a program 
better tailored to their needs. The activities involved in the improvement of 
the extension service and its outreach to small farmers will include: i) 
development of a credit extension service, ii) in-service training, iii) 
production of area profiles, iv) promotion and farmer selection, and v) small 
farmer training and assistance. 
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Project activities will be coordinated nationally. All 
extension agents will be eligible to participate in in-service training 
activities, whether they work with participant farmers or not. It is not the 
intention of the Project to divide IHCAFE services into groups which serve 
traditional clients and groups that serve small farmers or Project 
participants, but rather to promote an integral shift in policy which will 
accommodate small farmers in the IHCAFE system. On the other hand, it is 
likely that Project activities will become concentrated in those regions where 
the small farmer population is most responsive to the technification program. 
This de facto regional concentration will be desirable because it will employ 
IHC\Ftiaamrnrstration most efficiently, will allow for a more intensive 
development of a method for serving small farmers. and will permit the 
distribution of resources according to need. In addition to improvements in 
the extension system, the Project calls for an expansion of staff-by 10 
extension agents and 20 credit agents. About 8 experienced extension agents 
and 4 credit agents will be assigned to the Project at the outset. In each of 
the next years, about 16 additional extension agents and 8 credit agents will 
begin work with Project participants. Exact estnnates are difficult, however, 
because Project participants will be integrated into regular IHCAFE training 
activities jn addition to Project activities. A.I.D. will finance the 
purchase uf thirty vehicles for the increased staff. 

a. In-service Training 

The success of all extension activities will depend upon how 
well extension agents are trained. Short courses, seminars, workshops, field 
trips, supervised work activities, and training courses in foreign countries 
will be designed and conducted under the guidance of the long term credit and 
extension advisors, drawing upon short term T.A. from regional sources as 
needed. MUch of the ground work for these training activities has been laid 
by work of PROMECAFE advisors. The Project will focus on expanding the amount 
of training and the content of courses. Courses will include: communication 
and extension techniques, rural sociology, campesino organization, group 
dynamics, area profiles, production economics, coffee culture, processing, 
marketing, small farm technology, etc. A special series of courses will be 
offered to credit agents, but many of the courses will be offered to both 
credit and extension agents. The ten extension agents hired in the first 
Project year will be the primary training recipients, while more experienced 
agents will be assigned specific project responsibilities. In support of this 
training, A.I.D. will finance the services of technical advisors and training 
costs such as materials, per diem allowances, rentals for 36 short courses, 
seminars and workshops over three years. 

b. Area Profiles 

One of the first significant activities involving the 
reorientation of extension work toward the small farm will be the development 
of area profiles by extension workers. 'This will be an important step in the 
process of learning about the special needs of the small farmer and planning 
detailed assistance efforts for him. The area profile will be a very 
specialized study designed to identify characteristics and attitudes of the 
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small coffee producer which will influence his participation in the program 
and ability to succeed in technification. The specific content of 
questionnaires and survey instruments will be designed under the close 
guidance of the long term extension advisor with the objective of providing 
information which can be used in the development of strategies for Project 
promotion, use of media, group formation, participant selection, and 
development of training materials. Short term technical advisors will assist 
in coordinating the development of area profiles with training activities and 
with regional program activities. Profiles will include agronomic practices, 
farmer characteristics, a community profile, an infrastructure inventory, and 
other relevant information. Area profiles will be initiated early in the 
second Project year, near the beginning of in-service training activities, and 
will be repeated annually. A.I.D. will finance short-term T.A.in rural sociology; 
and IHCAFE will pay all orerating expenses for this activity. 

Area profiles are useful not only for the specialized 
information that they provide about small farmers in a given area, but also as 
a training tool for extension ~~rkers. The process of designing a 
questionnaire and making contact with small farmers in a survey will be part 
of the extension agents' education. An objective of this activity is that the 
extension agents eventually adopt the practice of revising the area profiles 
annually, as they continually look for more effective ways to assist the small 
farmer. This information gathering process becomes the basis of the extension 
agent's reorientation from a mere provider of technical information to an 
agent of social change. 

c. Promotion and Farmer Selection 

The objective of this activity is to encourage participation 
in the Project by farmers who are within the target group and who are most 
likely to be successful in adopting technological change. In the first 
Project year, participants will be selected through traditional IHCAFE 
techniques and through informal communication. It would not, otherwise, be 
possible to provide the irranediate assistance needed by those small farmers who 
are now threatened by rust and who are actively seeking assistance. However, 
as the Project progresses, extension agents at a regional level will have to 
define better their objectives and strategy for delivering assistance to those 
farmers who are not early adopters. The development of a plan to promote 
Project activities and select participants will be a significant departure 
from traditional IHCAFE operations. This will be a primary responsibility of 
the long term extension advisor. Methods of promotion will be based upon a 
strategy developed through the area profiles, taking into account farmer 
characteristics, community organizations, media availability, and other 
systems of communication. 

Because participation in the Project will be limited by 
available credit funds, the process of selecting eligible participants is very 
important. Selection criteria will be based upon the conditions defined in 
area profiles and will be subject to A.I.D. review and approval. Traditional 
IHCAFE selection criteria will be changed significantly to accomodate this new 
Target Group. The responsibility of selecting those small farmers who are 
most likely to be successful belongs to the extension agent. Precise weighing 
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of selection criteria will be done after area profiles ar~ evaluated. All 
participants, of course, will fall within the general target group definition 
of having between one and ten hectares of coffee, productivity of less than 15 
quintales per hectare, and more than half of their income from coffee. 
Specific selection criteria will include: (i) soil ~~~s, (ii) slope of land, 
(iii) access to water, (iv) acccess to roads, (v) a .... ailability of family 
labor, (vi) education, and (vii) relative need (i.e. reliance upon coffee, 
availability of outside income). Again, development of selection criteria 
will be a primary responsibility of the extension and credit advisors. 

d. Small Farmer Training and Assistance 

The essence of the reorientation of the IHCAFE extension 
service toward the small farmer will be the change from a system of 
individual, on-farm supervisory visits to a system of farmer education. 
IHCAFE extension agents have traditionally provided intensive assistance in 
remedying specific production problems and in obtaining credit, but have done 
very little teaching or training to support their supervision. In this 
Project, the small farmer will receive more training, with individualized 
assistance in production related directly to this training. Individual 
assistance in credit procedures will be the specialized responsibility of the 
credit agent. 

Improvement of IHCAFE's farmer training methods will be 
accomplished by: (i) separating credit and training activities, (ii) 
developing an improved technological ''message'' or curricultnn, and (iii) 
introducing improved teaching techniques. Extension agents will perform a 
different function from credit agents. The credit agent will take 
responsibility for assisting the farmer with credit applications, input 
delivery, and loan repayments. The extension agent will dedicate full time to 
the responsibilities of technology transfer. 

Perhaps the most important part of the development of a 
small farmer training program is the development of the message to be 
communicated to the farmers. The IHCAFE technical models have to be 
transformed into messages which are understandable to the small farmer and 
which form part of the logical progression of a training course. Different 
technological ''messages'' will be developed for each different teaching media -
radio, group instruction, individual instruction, mobile video units, etc. 
These messages may he formal publications or broadcasts, or they may be 
informal programs of instruction for use by the extension agent in his visits 
to individual farmers. In all cases, the development of teaching messages or 
curricula will be a responsibility of the extension advisor, who will work 
with IHCAFE researchers, extensionjsts, and training personnel and will draw 
on short term assistance in cOlllflunications and in technical aspects of 
prodoction or publication. IHCAFE IlaS some limited capability in 
corrmunications presently, but will require considerable assistance. The need 
for short term TA will depend upon the long term extension advisor's own 
expertise in corrmunications. It is possible that funding for a cCJTllTlunications 
specialist will be shared with ROCAP, and that the specialist will be attached 
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to PROMOCAFE. This would allow close coordination of national and regional 
Project activities in the development of technological messages and 
instructional material for small farmers. 

Beginning early in the second year of the Project, extension 
agents will initiate new programs of farmer instruction. The primary activity 
from the second year on will be the instruction of fanner groups. Fram 15 to 
30 farmers will be organized into an instructional unit, and will receive 
formal instruction from extension agents on a regular basis (approxllnately 
biweekly). Additionally, extension agents will establish demonstration lots 
in cooperation with local farmers. One demo lot will be established for 
approximately every fifty farmers (or two to three groups), and where possible 
the cooperator farmer will be hired (and trained) as a para technician. While 
extension agents will rely increasingly on group instruction, each participant 
farmer will also be visited individually at key tUnes in the crop year. 
Individual assistance will be especially intensive at the beginning of 
renovation (March-June), and will, later, focus on key activities such as 
fertilization l pest control, and pruning. Both farmer training and in-service 
training courses will be concentrated in May-November, after principle 
renovation work and before harvest. Individual assistance will be in the 
nature of follow-up instruction rather than mere supervisory visits. Other 
complementary farmer training activities will include radio broadcasts and 
other mass media (as identified in area profiles), and mobile training units 
employing video tape or movies. The Project will provide short-term T.A. to 
assist in the supervision of group formation and instruction. Specialized 
short-term T.A. will assist with development and implementation of media 
programs. A.I.D. will finance the services of short term advisors and the 
purchase of specialized media equipment, such as videotape. IHCAFE will 
finance operating costs of training activities. 

e. Dev~ent of Credit Extension Service 

A primary change needed in the TIHCAFE extension system is 
the separation of responsibilities for credit supervision and farmer 
instruction. Under the present arrangement, the IHCAFE extensionist attempts 
both to supervise the farmer's credit and to advise him on technical 
problems. This system detracts from the extensionist's abi.lity to do either 
job fully; and, very importantly, it often creates a barrier between the 
farmer and his technical advisor. The instructor cannot be totally effective 
if he is also the person who is responsible for reminding the farmer to make 
loan payments. MOreover, the need for specialized credit in coffee production 
requires that small coffee producers be given more assistance than any of the 
banks are capable of providing. Institutionalization of a credit extension 
service in IHCAFE can ensure the effective distribution of credit to small 
producers under farm plans that realistically reflect the farmer'S technical 
needs and abilities. IHCAFE will, in the first year of the Project, establish 
a credit division and hire at least twenty credit agents. This may be a 
reorganization of the present technical credit assistance department, but will 
be an operational division parallel to the extension service. The credit 
agents may be new employees or they may be IHCAFE extension agents. If they 



- 15 -

are extension agents, IHCAFE will hire new extension agents to replace them 
(i.e. the net gain will be 20 employees). It-will be their responsibility to 
develop credit plans, assist in loan administration, assist in distribution of 
inputs to farmers, and monitor repayments. They will coordinate their work 
with both the extension agents and the lending banks' credit supervisors. 

Credit agents will work closely with IHCAFE extensionists in 
designing a program of credit and technification for the individual farmer. 
Thereafter, the extension agents will supervise the farmer training, and the 
credit agents will supervise the farmers' relations with the bank and the 
suppliers of inputs (fertilizer, etc.). TIle credit agents also will ensure 
that farm plans are based on profit maximization rather than on mere 
production technology. The establishment of the IHCAFE Credit Division will 
be assisted by an A.I.D.-financed, long term credit advisor. A.I.D. financing will also 
proyide.short-term ";A.in such areas.as rural Sgvipgs mobilizq.tio(l and group credit or
garuzatlOn. IHCAFE WIll pay operatu1g costs o.f the Credlt dlvlslon. 

f. Relation to Regional Activities 

The Project Identification Document identified the need to 
support research in resistant varieties and appropriate technologies for small 
farmers. This type of research is most appropriately carried out at a 
regional or international level. PROMECAFE and CATIE are currently active in 
coffee production research, and the proposed ROCAP project supporting these 
activities will augment their research capabilities considerably. Direct 
assistance to IHCAFEresearch has traditionally come from PROMECAFE, and 
IHCAFE prefers to maintain that relationship. To take full advantage of the 
existing regional/national relationship between ffiG1PCAFE and IHCAFE, the 
ROCAP and USAID/Honduras projects have been developed with close 
communication. While neither project is dependent upon the other, there is a 
great deal of complementarity which should increase considerably the 
effectiveness of hoth. 

In one area, especially, coordination of activities will be 
close and continuous. Both projects include components of development of a 
technology transfer mechanism. The complementarity envisioned is: i) 
PROMECAFE and CATIE will do basic research in tedmological packages, and will 
provide short-term T.A. to train UlOOS personnel in the transfer of this 
technology, ii) a PROMEC'.AFE advisor wi·il werl" with the IHCAFE Extension 
Advisor to coordinate these training activities with training courses 
developed for the specific purposes of the this Project, iii) training of 
extensionists and participant farmers tmder this Project will be directed at a 
specific Honduran target group, but results of these activities will provide 
feedback to regional workers in their (cvelopnent of new technological 
packages, iv) it is possible that one cornmunicatio~s advisor will be jointly 
funded by USAID/H and ROCAP, and that !le will work first in this Project, and 
L:1en assume responsibilities for dup' tcating the Honduran experience 
regionally. There is a strong need lor a continuous flow of information 
between the regional institutions and IHCAFE. The complementary ROCAP and 
USAID/H projects will reinforce that linkage. 
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g. Production of New Coffee Plants 

In order to ensure an adequate supply of new coffee plants 
of a highly productive variety, IHCAFE extension agents and researchers will 
assist about 50 cooperator farmers in a program of plant production. These 
cooperators will also be eligible for credit under the Project (at a term of 
one year). Plant production begins in April or May, the year before 
initiation of renovation activities. To be ready for renovation in 1982, 
!HCAFE has initiated this activity as of May 1981. The current research 
director, who will be Project coordinator, is responsible for this activity, 
and \vill supervise both researchers and extensionists who assist the farmers. 
IHCAFE supervision of production and quality control is very intensive, but 
the number of farmers involved does not create a large demand on staff t~e. 
IHCAFE extension agents will assist in the distribution of these plants to 
participating small farmers. 

h. Summary Budget 

A. LD. 
Loan Grant 

Extension Activities 
Techriical ASsistance 
Training/Education 
Operating Costs 
Equipment 
Other 

Sub-total 

437 
45 

256 
262 

1,000 

2. Credit Activitx 

480 
70 

550 

Honduras Total 

480 
12 519 

2,240 2,285 
7 263 

221 482 

2,480 4,030 

In addition to technical assistance and training, access by 
small produ:ers to another factor of production - capital - is indispensible. 
Furthennore, for a technification program of this nature to succeed, all 
necessary inputs must be in place at the proper time. Medium to large 
producers have been ahle to demonstrate the technical viability of the 
program, in part because they have heen able to finance the costs of 
technification by tapping cOOTllercial sources of credit and by reinvesting 
their profits. Because of the perceived high risk in lending to farmers with 
small holdings, banks traditionally have been unwilling to lend funds in 
qlmntities sufficient to the task at terms required to make technification 
feasible. The small producers currently have access to short-telm production 
credit at market rates or higher, depending on the source; but have little or 
no access to investment credit for financing the initial inputs for 
technification and providing maintenance until the new trees begin to produce. 

a. Nature of the Investment Credit Fund. The investment 
credi t ftmd \Vi 11 be capitalized hy A. LD. funds of $8 million and GOH 
counterpart of $1 million for a total of $9 million. Through this fund, 
investment credit will be made available to producers or producers' 
organizations. Part of the first increment of credit funds, not to exceed 
$500,000, may be llSed to finance the costs of establishing the nursery plots 
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necessary to cultivate the coffee plants needed as part of the technification 
program. Overall, the Mission anticipates that first round lending will occur 
at following rate: 1982, 17% of credit funds; 1983, 32%; 1984, 25.5%; and 
1985, 25.5%. By the last Project year, reflows will begin to finance new 
Project participants. 

Subloans will be made for up to seven year terms. 
Depending on the degree of improvement required to technify a given parcel of 
land, a grace period of up to two years will be allowed at which point 
produ:tion will be high enough to enable the farmer to start repaying the loan 
from production profits. Starting in the first year of production, yearly 
costs \\'111 be financed wi th follow-on production credit. By the fourth year 
of implementation, it is estimated that $10 million will be needed annually. 
The GOH will covenant to provide the production credit required by Project 
beneficiaries. This pro(luction credit may come from a variety of sources 
including, but not limited to, the participating banks, the regular Central 
Bank discount line for coffee, and a special fund capitalized by producers and 
exporters from earnings on coffee sales to new markets. IHCAFE will prepare a 
yearly estimate of nroduction credit needs well in advance of actual needs. 
This estimate will be based on the m.Dl1ber of IIl9nzanas under specific 
technification models vs. their stage of development from the previous crop 
cycle. The estimate will be used by the GO~l and the banks as the target 
amount necess~ry for satisfying the covenant referred to above. 

b. Participating Entities 

i. A.I.D. A.I.D. will loan $8 million to the GOH for the 
credit activity. Disbursements will be nmde by A.I.D. on a reimbursement 
basis to the Central Bank. 

ii. Central Bank. The Central Bank will be responsible 
for overall administration of the investment credit fund. It will make 
advances to BANCAFE and BANADESA, rejmburse them for subloans, request 
reimbursement from A.I.D. for eligible subloans, and conduct post audits of 
MM1CAFF. and BANADESA reimbursement requests. From the interest it charges to 
BANADESA and ~BlAFE, it will cover its own administrative costs, pay the 
Government the interest due on the A.I.D. loan, and pay IHCAFE an amount to be 
determined (probahly 3-4%) to cover the costs of the credit extension system. 
It's role in the Project will provide additional assurances that the 
independent judgement of a banker will be the final determinant of which 
farmers participate in the Project and will strengthen the probability of 
subsequent expansion of the Project on commercial terms. 

Ill. BANADESA and BANHCAFE. BANADESA and BANHCAFE will 
approve and administer the sl,l.)loans, providing all normal banking services. 

i v. HICAFE. lilCAFE wi 11 negotiate and approve an 
Acbninistration Agreement with the GOH and the Central Bank. Within the 
parameters described here, this Agreemenr will establish specific operating 
procedures. IHC'...AFE also will have a direct role in the management of the fund 
in that its credit and technical extension workers will identify, and prepare 
ini tial financial documents with potential participants. It is anticipated 
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that IHCAFE's role in the credit approval process will be formalized in a 
contract with both BANADESA and BANHCAFE, after their role is formally defined 
in the tripartite Administration Agreement. 

c. Credit Procedures. Although A.LD. will loan the 
$8,000,000 destined for use as credit funds to the Government of Honduras, the 
GOrl essentially will grant it for use in the Project, provided that the 
Project will pay the Central Treasury out of interest earned enough money to 
cover payment of the interest on A.I.D. loan funds used for credit. 

Upon signing of the Project Agreement and the 
Administration Agreement, the Central Bank will open a line of credit, 
initially capitalized at US$l,OOO,OOO in favor of BANADESA and BANHCAFE. As 
subloans to individual Project participants are authorized by these banks, 
certified lists of subborrowers and amounts of subloans will pass through the 
Central Bank to A.I.D. which will reimburse the Central Bank directly. To 
facilitate implementation, subloan authorizations will be subject to 
post-audit by the Central Bank. In this manner flexibility will be maintained 
as to which executing institution will receive what portion of the credit 
funds, and expeditious implmentation will be assured. 

More specifical]~', the credit flDld will operate in the 
following manner: 

i. Eligible Sub-borrowers. An individual producer will 
be eligible for participation in the techriification program if he has a total 
of no more than ten, but no less than one, hectare planted in coffee, earns at 
least 50% of his total annual income from coffee production, and has an 
average production per hectare of no more than 15 quintales. Furthermore, it 
is expected that sub-borrowers will only be located in those areas where 
agronomic conditions and access to marketing and processing services are 
developed enough to keep them out of the category of marginal coffee producers. 

Sub-borrowers will be asked to provide collateral or 
guarantees for their investment loans. At the beginning of the Project this 
will occur in two ways: U ~ sub-borrowers may pledge a portion of the value 
of their land if they have full title; (2) IHCAFE may guarantee the subloan 
directly with the hanks. No producer will be excluded from participation in 
the Project because of lack of land title. A decree recently introduced into 
the Constituent Assembly will, when passed, allow coffee producers to purchase 
the land they farm on a fee simple basis. It is estimated that almost all 
eligible lands will be purchased and titles granted in this manner. However, 
the lack of land title has not prohibited coffee producers from acquiring 
production credit through formal banking channels since both participating 
financ:al institutions accept harvest guarantees as collateral on short term 
loans. 

In order to qualify for short term credit to plant a 
nursery, the potential borrower must be a qualified producer and supplier of 
new variety plants recognized by IHCAFE. 
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11. Farm Financial Plans. In conjunction with IHCAFE's 
credit extension agents, each producer who meets eligibility requirements and 
other selection criteria as specified above will draw up a farm plan to be 
included with his formal application for credit. This plan will cover both 
the implementation requirements of the most appropriate technification model, 
specific to the parcel in question, and the costs thereof. Cash flows will be 
developed which cover the entire period of the technification process (up to 7 
years) which will be used as a basis for determining the farmer's total 
investment credit need and his financial capability for repaying the subloan. 

Given that those borrowing for nurseries will be 
experienced nursery operators, farm fill~ncial plans will not be required. 

iii. A~lications for Credit. The farm financial plans 
will be the basis for cre It applications which will be submitted by the 
producers, and reviewed and approved by the IHCAFE credit agents. Although 
potential borrowers will be eligible for subloans as long as they meet Project 
selection criteria (amount of land in coffee, percent of income attributable 
to coffee, etc.), their loan applications will be carefully analyzed and 
reviewed by banking personnel who will actually approve or disapprove the 
loans. 

In the case of nursery producers, applications for 
credit will be accompanied by a certification of eligibility from II~E. 
Bank approval or disapproval of credit will be based on its own examination of 
the nursery operator's creditworthiness and history. 

iv. Interest Rates and Terms of the Subloans. At the 
outset of the Project, the rate of interest will be in the 14-15% range. At a 
minimum, the interest rate charged on subloans will be high enough to cover: 

(1) paft of IHCAFE's costs of administering this program, 
especially as they relate to the expansion of the credit 
extension program (estimated at 2%); 

(2) the Central Bank charge for administering the discount 
line (not to exceed 1%); 

(3) reserve for bad debts of subborrowers (estimated at 
5%); 

(4) BANADESA/BANHCAFE administrative costs (estimated at 
4%) and; 

(5) repayment of interest on A.I.D. loan funds (2%). 

Any additional interest earned will contribute to the 
further capitalization of the fund. The actual split of intcres~ charges will 
be defined initially in the Administration Agreement. Interest rates charged 
for investment credit under the Project will be reviewed annually by ~~, 
BANADESA, Central Bank, and A.I.D. representatives for conformance with the 
prevailing rates charged for commercial agricultural credit in the local 
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market and for the effect of changing rates on the microeconomic viability of 
the Project. The interest rate charged may then be adjusted for subsequent 
Project entrants as this review indicates. 

Terms of the subloans will vary in the following manner: 

(1) For producers who undertake total renovation, the 
subloans will be repaid within seven years with a two year 
grace period during which interest will be capitalized; 

(2) For producers partially renovating their land, the 
loans will be repaid within four years with a grace period 
during the first year during which interest will be 
capitalized; and 

(3) For nursery operators producing plants for use in the 
program, loan will be repaid within one year without grace 
period. These funds will be available subsequently to 
finance required investment credit for second and third 
year entrants into the technification program. 

v. Administration of Subloans. Subloans will be made 
available through two financial entities: BANADESA, the public sector 
agricultural development bank; and BANHCAFE, a newly formed, private sector 
bank owned by coffee producers and exporters. Vis-a-vis the subborrowers the 
banks will perform a three-fo]~ role. The banks will determine the credit 
worthiness of the subhorrowers; they will determine the financial feasibility 
of the proposed subloans; and they will be responsible for the monitoring of 
the repayment progress of the subborrowers. Each institution has, or will 
have, adequate staff to perform this function. 

Subloans for farm technification will be received by 
approved subhorrowers in kind and in cash. For that portion of the loan 
receiverl in kind, the farmer will be required to draw down his approved 
commodity inputs from the nearest I~~ warehouse. Once the drawdown has 
been verified, the bank will reimburse IHCAFE the cost of the commodity. This 
procedure is designed to ensure that the technical relationship between 
producer and the IHCAFE extension service is reinforced at each step in the 
process. 

d. Uses of the Investment Credit Fund. Credit funds may be 
used by the producer to finance the following: 

i. Start up costs of goods and services required in order 
to technify a parcel of land. This will include, fOT example, the costs of 
physical inputs such as new plants and toolS, and labor costs such as clearing 
and preparing the land, planting, and transportation. 

11. Initial costs of maintaining technified parcels. This 
inclt~es the costs of goods and services required to control diseases, 
fertilize, control pests, and maintain proper shade during the first 

• 
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one-to-two years of the technification process depending on the degree of 
improvement required. 

Ill. The costs of agricultural inputs and services 
necessary to establish nurseries. These will subsequently provide new and 
stronger variety plants to participants in the technification program. 

e. Use of R~flows. All principal repayments will finance 
additional investment credit SU5Ioans. Over the longer term, the nature and 
procedures of the credit fund have been designed so that reflows will serve, 
at a minLmum, to provide resources to the fund at an annual level of $2 
million. 

f. Future Availabilit of Credit for Small Coffee Producers. 
Once this Project demonstrates t e VIa 1 1ty 0 en 1ng or Investment to 
smaller producers who demonstrate sizeable increases in production the banks, 
especially BANHCAFE whose constituency consists of over 20,000 coffee 
producers at present, will begin to aid in the expansion of the technification 
program on their own. This will occur in two ways: (1) a sizeable clientele 
will have been created who will have proven their credit worthiness and will 
seek to technify more holdings, and (2) having successfully lent on investment 
terms to smaller producers, the bank's perceptions of the financial risk 
involved will have diminished. 

g. S1.JYIIIan: Budget 
A. LD. 

Loan Grant Honduras Total 
Credit Activities ---

Credit Funds 8,000 1,000 9,000 
Administration 1,200 1,200 --

Sub-total 8,000 0 2,200 10,200 
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IV. PROJECT SPECIFIC ANALYSES 

A. Technical Feasibility 

1. Stmnary 

Rust is the most immediate of several threats to coffee 
production in Honduras, especially that on small farms. While rust and other 
natural pests, such as coffee borer (Broca), are biological threats, they are 
primarily economic problems. The small farmer, facing rising costs of 
production and relatively low current coffee prices, will not be able to 
afford the additional costs of disease control without a significant increase 
in productivity. Without systematic and effective fungicide applications, 
coffee rust will cause severe premature defoliation and a resulting decrease 
in yield (of 25-50%). Rust can eventually kill the coffee tree, but it is 
likely that the farmer would have abandoned his coffee due to poor return 
before the trees actually die. 

The recommended strategy for the small coffee producer is for 
him to adopt modern, highly productive coffee production techniques. This 
will allow him to survive the immediate threat of coffee rust, and will 
provide him a solid basis for his long run welfare. 

The primary constraints to this small farm technification 
prograM are the present lack of credit and T.A. Basically, the farmer needs 
to learn proper management techniques. Other technical constraints, such as 
the availability of water, labor, agricultural inputs, and new coffee plants 
are not significant problems. 

2. Alternative Strategies 

Possible responses to the threat of coffee rust in Honduras 
include: (i) eradication or quarantine, (ii) introduction of resistant 
varieties, (iii) introduction of alternative crops, and (iv) technification 
and chemical control. The strategy which is adopted for the Project is the 
last - technification of coffee farms to increase productivity and permit 
coexistence with coffee rust and other natural problems. 

Eradication of coffee rust is no longer considered feasible. 
Nicaragua attempted to eradicate rust in 1977-78; and, although the program 
was nearly successful, rust returned in two years to infest over 19,000 
manzanas. It is extremely difficult and expensive to establish the necessary 
detection system, and to destroy all traces of the disease. MOreover, if rust 
were not totally eliminated from every other Central American country, it 
\\Ould soon return to Honduras. Quarantine efforts can be of sane value in 
slowing the spread of the disease, but they are not effective enough to 
warrant significant investment. Quarantine programs typically involve the 
spraying of cars and trucks entering rust free zones, but they can do nothing 
against the most effective vectors - wind and man. The modest MNR rust 
quarantine program has not expressed the need for additional financing, nor is 
project assistance considered necessary. 

-
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The introduction of rust resistant varieties seems to hold the 
most promise as a long run solution for many small farmers. There are, 
however, several limitations to this strategy: (i) there are no rust 
resistant varieties which can be distributed commercially in the new future; 
(ii) rust resistance may not be permanent; (iii) rust resistant varieties do 
not, alone, respond to other natural problems such as coffee borers (Broca); 
and (iv) rust resistant varieties might not respond well to traditional 
cultivation practices. Research being done regionally and internationally 
could produce a commercially av~ilable rust resistant variety within ten 
years. Within that time, rust may have already caused severe production and 
income losses in Honduran coffee produc~ion. Mbreover, the resistant variety 
is not, alone, a solution to the small farmers' production problems. Other 
insect and disease problems or a new strain of rust itself, could neutralize 
the effectiveness of a resistant variety. Furthermore, it is very possible 
that the disease resistant varieties which are developed will be most 
responsive to technified cultiv~tion, and may not be suitable for traditional 
practices. In that case, they would be of limited value to the small farmer 
who has not learned modern, technified coffee culture. 

For many small coffee producers, the best solution to the 
economic losses caused by coffee rust will be to grow a different crop. Some 
farmers may be forced to return to subsistence production of basic grains on 
land that may not be especially suitable for annual cultivation. In the long 
run, it m&y be desirable to introduce alternative cash crops which offer an 
equivalent economic reward to coffee. It is not appropriate, however, to 
attempt to combine a strategy of coffee production improvement with a strategy 
of introducing alternative crops. They are different projects. There is, 
currently, no alternative crop with a better long run economic promise than 
coffee. MOst alternative crops would involve similar market fluctuations and 
complex production technology, but there is no institutional support or 
infrastructure for alternative crops. The costs of mounting a program of 
research, training and extension based upon an alternative crop would be much 
higher than a program of assistance in coffee production based upon existing 
knowledge, institutions, and infrastructure. IHCAFE is managing a program to 
explore the potential feasibility of alternative crops, and wo~, done by the 
MNR and regionally at CATIE in farm systems research may demonstrate new crops 
which are viable substitutes for coffee. The next step of transferring the 
technology of alternative crops to the farmer will require an entirely 
different level of institutional commitment and support. If IHCAFE is the 
institution to take responsibility for the introduction of alternative crops 
to small farmers in coffee producing regions, it is appropriate that they, 
first, take the step of directing assistance in coffee production to small 
farmers. 

The best response to coffee rust, both in the immediate future 
and in the long run, is technification. Technification is the process of 
increasing productivity through the introduction of improved varieties, 
increase in foliar area, and improvement of the plants environment. A 
technification program means that the small farmer can move beyond the margin 
of economic viability through intensive education in all aspects 9f coffee 
production, management and marketing, and through regular access to commercial 
credit. Technification accomplishes three goals vis-a-vis coffee rust: (i) 
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it increases the economic return to the farm, so that the farmer can afford 
the relatively high cost of disease control, (ii) it creates a more orderly 
environment where chemical control is more efficient, and (iii) it creates a 
more vigorous plant that is less susceptible to disease. A technification 
program is entirely compatible with long range research efforts in resistant 
varieties and alternative crops. As the farmer learns improved coffee 
production, he becomes much better able to adopt new disease resistant 
varieties (which may, in fact, require technified cultivation) and to learn 
the technology of a new crop. 

3. Characteristics of Coffee Rust 

Coffee rust is a fungus which causes premature defoliation, loss 
of yield and eventual death of the plant. Untreated, rust is expected to 
cause a loss of production of about 15% within two to three years of its 
appearance up to 50% within five to six years. 

The amount and timing of the damage caused hy rust will depend 
upon how rapidly it spreads. Rust has spread worldwide from Sri Lanka 
(Ceylon) where it virtually eliminated coffee production in the 19th century. 
It appeared in Nicaragua in 1976 and El Salvador in 1979, affecting about 
13,000 and 19,000 hectares, respectively. Rust has been reported in two major 
coffee producing regions of Honduras, near the El Salvador border and in the 
center of the country (Santa Barbara). The extent of spread will not be known 
until the dry season ends and the symptoms become more visible. 

4. Technification MOdels 

Technification includes a broad range of practices based upon 
certain agronomic principles. Generally, technification includes the 
introduction of improved varieties, increase in foliar area and improvement of 
the plants environment. Improved varieties have clmracteristics such as: 
broad and numerous leaves, many buds, an ample root system, and relatively 
erect branches. Increased foliqr area is accomplished by increasing the plant 
density. Improvements in the plant's environment include: (i) increasing 
disposable solar energy, (ii) increasing availability of water, (iii) 
increasing nutrients, (iv) reducing competition and disease, and (v) improving 
pruning and plant formation. The fanner needs to learn basic principles of 
improved production, but the specific technologies he applies can vary. The 
technification program, however, will not advocate the perpetuation of 
traditional, non-productive practices. If the farmer adopts even a modest 
level of technological change, his yields will be in the range of 35-45 
quintalcs per manzana. Yields of 80 quintales per manzana are currently 
obtained on some Honduran farms and experimental yields of 120-150 quintales 
are not uncommon. 

F~ch farmer will tcchnify according to his own needs and 
circumstances. However, for +-he purpose of analysis, it is necessary to 
reduce the possible technification schemes to two models - total and partial 
renovation. ·lhese models are based upon IHCAFE's best understanding of modern 
coffee production, and include all agronomic steps, fully costed. They also 
include the cost of transporting and processing the harvest. The full cost 
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approach to these models is considered to be appropriate for a reasonable and 
conservative economic analysis. Total renovation implies complete removal of 
all coffee and shade, and replacement with improved varieties of both. Total 
renovation is followed by a complete maintenance program. Total renovation 
may be the only solution for many typical small farms that have extremely low 
plant populations, poor varieties of coffee, overgrown coffee trees, and heavy 
shade. Partial renovation assumes that the farm has coffee trees worth 
saving. In this case the farmer interplants an improved variety to bring 
plant population to about 3,300 per rnanzana, reduces shade by trimming, 
radically prunes old coffee trees, and initiates a complete maintenance 
program. It is estimated that 80% of participating farmers will be able to 
undertake partial renovation and 20% will need to undertake total renovation. 

It is important to understand that each farmer will s~h:ct the 
amount and type of renovation best suited to his economic and physic~l 
circumstances. The farmer may very well reduce the area he has in coffee, 
still increasing this coffee production through technification, and use the 
remainder of his land for food crops. Even though there is a broad range of 
possibilities, for the purposes of analysis it is assumed that all farmers 
will follow one or the other of the technical models only. 

Total and Partial Renovation MOdels are presented in detail in 
Annex I, Technical Analysis. 

5. Technical Constraints to the Project 

The two primary constraints to technification on small farms are 
lack of effective credit and technical assistance to the farmer. In order to 
overcome these constraints, the Project places great emphasis on the training 
of the farmer. Getting the materials for technification is not nearly as 
difficult as learning how to use them. Additional constraints, beyond credit 
and T.A., could be availability of: (i) labor, (ii) new coffee trees, (iii) 
agricultura I input s, and Ci v) water. 

The labor needed for technification represents a small fraction 
of total coffee farm labor supply, and the demand for labor in technification 
comes after the coffee harvest - when there should be labor availability. 
Total labor requirements for renovating 2,000 rnanzanas would be equivalent to 
750 full time laborers for a ninety day period. There are approximately 
167,000 laborers participating in the coffee harvest. The labor problem 
likely to face coffee producing areas is an over supply due to production 
losses from rust more than a shortage. 

IIK:AFE has already initiated a program to increase the 
production of improved variety plants by three Inillion new coffee plants for 
the first Project year (of the Cat~.lrra and Pacas varieties). Thereafter about 
five million per yeClr will be nee·Jed. Cooperator farmerc; will receive credit 
for production of plants through the Project, and will have the incentive of a 
$.03 per plant profit for participating. A farmer can grow 100,vOO plants in 
an area SO mts. x SO mts. Plant production is an ongoing enterprise, 
supported by IHCAFE research workers. Currently, there are at least 10-12 
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million plants produced annually for replacement. Production, however, is 
limited only by demand. There will be little difficulty in finding 30 coffee 
producers willing to earn $3,000 on the management of an area 50 mts. x 50 mts. 

The most important agricultural input will be fertilizer. While 
the number of transactions will be significant, the amount of fertilizer 
needed for the Project is not overwhelming. Fertilizer will be distributed by 
IHCAFE through their system of warehouses. The Project's needs (26,000 
quintales per year) represents less than 10% of the amount currently handled 
by IHCAFE. Pesticides (including copper oxichloride) are available through 
IHCAFE and local distributors. 

Water is needed for use in fungicide spraying. Fortunately this 
spraying coi~cides with the rainy season, and water need only be collected. 
IHCAFE extensionists have a simple design for water catchment, requiring a 
roof of between two and four square meters. 

6. Conclusion 

The strategy of technification is the most feasible solution to 
the small coffee farmers' immediate problems, and is the best basis for his 
long term welfare. It will require, primarily, a significant commitment to 
training the small farmer and a reliable program of credit. With credit and 
training provided, the technical constraints to the program are manageable. 
The technified coffee production will be healthier and require less disease 
control, and it will generate a better economic return that will permit the 
farmer to take the immediate disease control measures that are necessary. 

~Rny farmers (about 20%) will have to adopt total renovation to 
achieve a technified farm. They may do this on a small parcel of land to 
reduce risk. Other farmers (80%) will have good enough farms that they will 
be able to technify through a less costly partial renovation plan. Both 
groups of farmers will be able to afford rust control as it becomes necessary, 
and will have solidified their technical and economic basis for the future. 

B. Economic and Financial Analysis 

1. StDTma ry 

The economic analysis will evaluate four principal areas of 
concern: (i) the financial feasibility of the project, (ii) the economic 
internal rate of return, (iii) the economic incentive to the potential small 
farmer participant, and (iv) the structure of the internal and world coffee 
markets. The financial feasibility of the Project includes an analysis of the 
internal rate of return to the farmer, the cash flow on the farmer's 
investment, and an analysis of the cash flow of the Credit Fund. The 
attractiveness of the Project to the farmer is evaluated in terms of: (i) 
return on investment, (ii) income sensitivity to variations in price and 
yield, (iii) risk control, (iv) annual cash income, and (v) impact of coffee 
rust. Generally, the Project should be feasible and attractive to the 
individual farmer without considering potential losses from coffee rust, and 
the feasibility analysis considers both cases - with and without rust. In the 
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aggregate, however, coffee rust will certainly reduce coffee production (by 
15-50%), and calculation of aggregate economic benefits to the Project 
includes as a benefit the potential losses of income to coffe rust which are 
averted by the Project. Economic feasibility is tested for sensitivity to a 
drop in world coffee prices. Additionally, the market structure is analyzed 
to determine whether Project participants will have equitable access to an 
outlet for their coffee and ~1ether the Project will possibly adversely effect 
the small producer's market position. The conclusion is that the Project is 
economically sound, and there are no significant market inequities that would 
diminish the Project's feasibility. 

2. Financial Feasibility 

a. Internal Rate of Return to the Farmer 

The principal measure of feasibility adopted in this 
analysis is the internal rate of return. This is the measure of the rate of 
interest at which the total stream of benefits would be exactly equal to the 
total stream of costs to produce those benefits. An activity is feasible when 
that rate of interest exceeds the opportunity cost of capital. This is 
considered to he an appropriate and descriptive gauge of feasibility for a 
Project such as this, where benefits are the value of agricultural production 
and costs are directly associated with that production. 

Tables 1 and 2, Annex J, d~nstrate the internal rate of 
return to the farmer under models of total and partial renovation. Both 
calculations assume full costs of renovation and production, and are adjusted 
to a current farm gate price of $70 per quintal. Each table includes a 
calculation of IRR for rust and no rust cases and at the farm gate prices of 
$70 (current average) and $50. The IRR for no rust is strictly a rate of 
return to the costs of renovating, or a financial IRR. The IRR for the case 
where potential losses to rust are considered actually measures the economic 
rate of return; that is, where benefits include the avoidance of potential 
losses. In all cases, the Project demonstrates an internal rate of return 
which indicates financial feasibility. 1he total renovation scheme, without 
considering avoidance of rust damange, has an IRR of only 27%. If a farmer 
has better conditions and can renovate under the lower cost partial renovation 
scheme, the IRR is 47%. In both cases, the economic rate of return, which 
includes benefits from avoiding rust losses, is higher - 36% for total 
renovation and 64% for partial. 

If the price of coffee were to decline by 28%, to $50, and 
remain at that level for the life of the Project, the rate of return would, 
~1tural1y, decline. A price of $50, however, would reduce the average income 
on a traditional coffee farm to about $60 per manzana (from $200), and the 
small coffee farmer would be on th0 brink of economic extinction. In that 
case, technificat ion would be a il1cans to survive in coffee product ion. 1he 
IRR to total renovation is about equal to the opportunity cost of capital, 
14%, if rust losses are not considered. The IRR to partial renovation remains 
considerahly above the cost of capital, at 26%. These figures are somewhat 
higher, 17% and 31%, if the appearance of coffee rust is considered. 
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b. Cash Flow for Farmer's Investment 

Table 3, Annex J, displays the cash flow for 100% financing 
of the total and partial renovation models. They assume a 5% annual increase 
in costs, and a 4.5% increase in the price of coffee the fifth and seventh 
year. The farmer pays off this renovation loan in 7 years, with 3 years grace 
in the total renovation model, and in 4 years with 2 years grace in the 
partial renovation model. Both assume a 14% interest rate on the initial 
investment. 

c. Cash Flow of the Credit Fund 

Table 4, Annex J, presents cash flow calculations of the $9 
million investment credit fund. The projections of the activity in the fund 
are based on the following assumptions: 

1. The A.I.D. and GOH seed capital will be disbursed at a rate 
which depends solely on IHCAFE's capacity to deliver the credit 
and technical assistance to the farmer. This includes an 
assumption that the demand for this cre,iit will be higher than 
the capacity to deliver. 

2. After A.I.D. and GOl1 seed capital is disbursed into fund all 
reflows of principal and capitalized interest will be 
immediately relent (rounded to nearest $100 thousand). 

3. All subloans will be repaid with the same terms; 14% inL~rest, 2 
year grace period and 5 year principal repayment period. 

4. The allocation of the 14% interest charged on subloans is as 
follows: 

a) 1 point - Banco Central administrative charge 
b) 3 points - 1I1CAFE administrative charge 
c) 3 points - tel's administrative charges 
d) 4 points - recapitalization of uncollectible principal 
e) 1 point - uncollectible interest 
f) 2 points - payment of A.I.D. loan interest 

l11e cash flow projection demonstrates the viability of this 
project to the extent that almost $2 million will be available annually for 
renovation of addjtional coffee plantations after the PACD. It is estimated 
that at this rate of annual subloan activity approximately 10,000 manzanas of 
coffee plantations will be technified in fifteen years and more than $27 
million will have been disbursed to the farmers. This estimate was computed 
assuming a 5% average annual inflntion rate in the cost of technification 
inputs over 15 years and a 20-80 ~)lit in full and partial renovation of the 
land. 

The assumption of uncollectible debt losses results in an 
annual charge of more than 20% of the principal repayments for any given 
year. This rate of uncollectible debt charges may be high given the 

• 
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demonstrated high rate of return for the activities of this project and the 
mechanisms contemplated for guaranteeing the subloans by the farmers. Also, 
IHCAFE will guarantee the level of the fund for any uncollectible debt losses 
surpassing the amount covered by the capitalization of interest income 
mentioned above. 

The assignment of the remaining interest income as 
administrative costs to IHCAFE and the banks is not expected to fully cover 
their costs of providing credit. The substantial additional costs will be 
borne by the institutions from their general operating revenues and have been 
included in the financial plan as cooperating country contributions. 

d. Estimate of Production Credit Needs 

The project participants will require a substantial line of 
credit to finance the inputs of production on the manzanas affected by the 
investment credit program. The GOB will be required to assure in a Project 
Agreement covenant that this production credit will be made available. Table 
7, Annex J, demonstrates that a maximum of $10 million will be needed for this 
purpose during the five year implementation stage of this project. IHCAFE 
currently provides $2.0 million in similar production I.redit and indicates 
that the $10 million can be provided by their program, by capitalization of 
BANHCAFE, by BANADESA, by special project loans (see other donor programs), by 
the GOH through the Central Bank, and by private commerical banks. The total 
credit provided to the coffee sector is currently about $50 million. An 
increase of $10 million by the time Project participants need production 
credit is feasible. 

3. Project Internal Rate of Return 

Table 8, Annex J, demonstrates the internal rate of return to 
the Project. Net Project benefits a,"e measured as the stun of net income gains 
to small farmer participants. Benefits of the Project include avoidance of 
rust damage that would cause the small farmers to eventually lose all 
production on unprotected land. Project costs include all direct A.I.D. and 
GOH expenses, and annual renovation and maintenance costs of the participant 
farmers. The Project has a very favorable IRR of 38%. Again, if the worst 
case is considered, and farm gate price is assumed to drop to $~~ for the life 
of the Project, the IRR is reduced to 21%. The Project is still very 
feasible, and the economic hardship caused by low price may be a greater 
incentive to participate. 

4. Economic Incentives to Participate 

The fact that the Project demonstrates 3 high rate of return is 
no guarantee that the potential benefits will be so perceived by the small 
farmer. The Social Analysis has shown that the small farmer is an adoptor of 
new technologies when provided credit and technical assistance, but that does 
not address the specific question of whether the potential small fanner 
participant is likely to find this particular program attractive. The 
principle constraints to participation would be: (i) reluctance to assume a 
long term debt, (ii) reluctance to initiate a process that increases annual 
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production costs and credit needs, and (iii) uncertainty as to the yields that 
the new technology will produce. Offsetting these constraints are: (i) the 
potential for a much higher family income, (ii) an immediate ~ource of income 
for increased personal or farrdly labor, (iii) the ability to control risk by 
renovating on a small parcel of land, and (iv) an effective way to avert 
potential lossp.s due to coffee rust. 

Table 1, below, denonstrates the ranges of income by price and 
yield that a farmer could expect from a technified manzana. His current 
income (at $70 per manzana) is approximately $200 (see Table 9, Annex J). At 
current prices, the farmer would need to produce only 27 quintales to be 
better off than he is with a traditional manzana. The expected yield of 40 
quintales will produce a higher income on one manzana than he currently earns 
an five manzanas ($1,100 as compared to $1,000). If the coffee price rises by 
$10 his potential income is $1,500 on a technified manzana, as compared to 
$270 on a traditional manzana. On the other hand, if market price drops from 
the already low level, the farmer could earn a reasonable income from a 
technified farm, but would be on the margin of viability with traditional 
cultivation ($700 income per manzana as compared to $130). 

1/ 

Table 1 
Net Income Per MBnzana By Price and Yield - Technified 1/ 

(0:8. DOllars) 

Yield 20 qq. 25 qq. 30 qq. 35 qq. 40 qq. 

$60 -500 -200 100 400 700 
$70 -300 50 400 750 1,100 
$80 -100 300 700 1,100 1,500 

Production costs are estimated to be $1,700 - including $200 
interest on production loans. 

in 

The potential for an increased net income per manzana definitely 
can be demonstrated to the small farmer. A more immediate concern of the 
small farmer, however, is likely to be his prospects for income during the 
renovation process. Again, the renovation program can be very attractive. If 
a farmer has 6 manzanas in coffee, at $200 per manzana income, his total 
family income is $1,200. If he totally renovateJ one manzana, he is losing 
$200 income per year for two full years. If that loss of income is a serious 
impediment, the farmer can earn all of that or more by investing more of his 
own labor in the renovation. Labor costs in the first year of total 
renovation are $600. (see renovation models, Technical Analysis). Most of 
this comes in March through June, when there is little other work to be done 
on a coffee farm, and the farmer should be able to supply ur to half of the 
required labor himself. The second year labor costs total $230, and are for· 
maintenance activities which are spread out through the year. Again, the 
farmer can maintain an income close to or even exceeding his normal income by 
investing his own labor in the project. In the third year, he will have costs 
of $1,092, with a production of only 15 quintales on the technified manzana. 
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This produCes a loss of $42; but again, labor costs represent over $230, and 
the farmer is able to maintain a close to normal income. In the fourth year, 
income from the technified production raises total income over previous 
levels, and by the seventh year, when all loans are paid off, income from the 
technified manzana is greater than income from the rest of the farm. 

The question of how large a debt burden the farmer will accept 
is very closely related to how much uncertainty he sees in the proposed 
technology. In any case, if the farmer is a technology adoptor (as indicated 
in the social analysis), he can control the relative debt burden and risk by 
renovating whatever part of his land he chooses. MOst of the target group 
farmers will renovate a parcel of land that produces only as much income as 
they are willing to forgo, weighing the risk of failure against the potential 
for a much greater income. 

Finally, although the renovation process is attractive to the 
small farmer on its financial merits alone, the presence or perceived threat 
of coffee rust will increase its attractiveness considerably. In addition to 
the fact that spraying costs would reduce income on a non-technified farm by 
$80 to $100 per manzana, the actual presence of rust would cause immediate 
plane damage that would lessen the farmer's reluctance to remove those plants 
and start again. The risk of losing an already marginal income to coffee 
rust, is considered by many small farmers much greater than the risk involved 
in learning improved production methods. 

4. Market Structure 

The above analysis indicates that the technification model 
maintains economic feasibility even under the assumption of a price to the 
producer of only $50 per quintal for the life of the Project. The average 
price to the producer in the current year (1980/81) has been $70. The world 
price has been declining since July 198C~ and has been below $120 in the first 
few months of 1981. The trend, however, has been upward for over ten years, 
and this long run up\~rd trend will most likely continue. If it does not 
continue, and the price remains low, the Project becomes even more urgent for 
many marginal producers. 

Two questions, however, remain concerning the marketing system 
for coffee. First, the existence of a quota system under the International 
Coffee Agreement raises the question of whether the imposition of export 
restrictions would affect the small producer disproportionately. Second, the 
success of the Project depends upon the small producer's having an equitable 
market outlet within the conventional market structure in Honduras. Will the 
Project have an effect on the producer's ability to market his coffee? 

a. The International Coffee Agreement Quota System 

Since February, 1980, there has been a system of export 
quotas for coffee under the International Coffee Agreement. 1~e majority of 
coffee producers are members of the roo and parties to the Agreement. All 
non- communist consuming countries except South Africa have agreed to enforce 
the quota. Generally, the quota system will tend to maintain base export 
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prices in periods of high world supply. When prices are high due to low 
supplies, the export limits are automatically removed. When prices are low, 
export quotas can be reduced. If a country produces more than its export 
limit in a period of low prices, the difference must be sold for local 
consumption, sold to non-ICO countries, or stored for future sale. All of the 
options imply sales at a lower price as compared to export to an lCO country. 
Two questions arise concerning the Project: (i) will increases in production 
on participant farms cause aggregate prorluction in excess of the quota?, and 
(ii) if there is production in excess of 4uota, who takes the loss? 

The Project is targetted to increase production on about 
6,000 manzanas by a maximum of 30 quintales per manzana. This would represent 
a total increase of 180,000 quintales. Current production is about 1.8 
million quintales. If rust causes only a 15% reduction by the fifth project 
year (when production would be carning in), the net change in aggregate 
production would sti11 be a decline of 90,000 quintales (5%). The clggregate 
losses to rust could easily exceed 15% in that time period. In an\' case, the 
Project is unlikely to create production in excess of the curreot level. 
IHCAFE's target is to maintain production so that Honduras does not lose any 
of its export allotment. 

If, however, the aggregate production does exceed 
exportable quotas, it is very unlikely that any individual producer will be 
foreclosed from the market as a result. There are about 28 exporters in 
Honduras. ~!one has enough market information or control to predict what is 
export allotment will be. The individual exporter buys as much production as 
possible, and is given an allotment by IHCAFE later (up to 3 months after the 
purchase). It is in the exporter's interest to continue buying coffee in the 
hope of being ahle to sell it, and uSlmlly with the security of being able to 
pass storage costs to the producer. Exporters wi11 continue to buy all 
production, hut at a price which reflects the cost to them of storing excess 
or selling it on a non- ICO market. The average price may decline, but the 
loss is horne by all producers equally. 

Internal ~1rket Effects 

The coffee producer lIsually has several options in the sale 
of his coffee, and a relatively large nLIDlber of buyers means that he won't 
ever be entirely closed out of the market. Two principle problems, however, 
make the producer's position in the market somewhat we:Jk: 0) lack of 
hargaining strength, and (ii) lack of financi.ll resources and/or ski11 to 
maintain ownership of coffee through more sta6es of processing. Producers who 
are ahle to overcome either of these constraints will receive prices in excess 
of the average. 

The Project wi n haVe a pOSIt J ve effect on the small 
producer's market position by: (1) organizing training groups and encouraging 
cooperative formation, (ii) increasing his access to credit, possibly allowing 
him to rr~intain ownership longer, and (iii) increasing his access to TA, which 
can eventually include training in on-fann coffee processing. 1hese effects 
are demonstrated in the Social Analysis. Farm gate price is also shown to be 
proportional to the degrees of technology adoption. In consideration of these 
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factors, and because it is IHCAFE's objective to assist producers in 
marketing, the renovation models used for this Project assume costs of about 
$250 per manzana for transport and marketing of the harvest. This would mean 
that the Project participant receives well over the average p~lce. For the 
purpose of conservative economic analysis, this increased price is not 
assumed; however, the Project will tend to promote a favorable market position 
for the small producer. 

C. Summary Social Analysis 

1. Description of the TaTget Group 

Small coffee farms in Honduras fall into three types. 
Micro-farms are primarily gatherers of coffee from small plots of land, 
typically with no technification. On these farms, coffee is a supplement to 
subsistence farming but is not a principal activity. Small farms, the second 
type, are distinguished from micro-farms in the use of a broader range of 
technological practices and in the importance of the crop to farm income. 
These are cash-cropping peasant farmers, rather than subsistence farmers, with 
a primary orientation to the coffee market. The average per capita income of 
these farmers in 1978 was $288. Medium-small farms, the third type, utilize 
improved technology to a greater degree: they tend to have seedbeds or 
nurseries, and they already plant improved varieties; and they do same 
repopulation, weed control, pruning, fertilization, and disease control. Their 
average per capita income was $386. 

The nature of coffee farming on micro- farms makes it unlikely 
that these will be able to participate 10 the Project. As discussed in the 
technical analysis, the area in coffee production must be one or more hectares 
for technical feasibilit)'. Furthermore, these subsistence farmers are not 
oriented to the market economy and are not already taking risks in coffee 
production. Small and medium-small farmers, on the other hand, are already 
risk-takers and therefore more likely to adopt the tecrulologies by taking 
long-term investment credit risks. 

According to data from a census of coffee fanners conducted by 
I~~AFE, a total of 81,162 hectares of coffee land are in small coffee farms, 
comprising 80% of total coffee land in Honduras, and accounting for 60% of 
total production. l~us, the Project target group is a significant proportion 
of the coffee production sector in Honduras. Over two-thirds of coffee farms 
within the target popUlation have between one and 35 hectares of farm land 
with between one and five hectares in coffee production. Table 3 in Annex G 
describes the distrihution of coffee farms hy size and area in coffee. 
Approximately three-quarters of the target group are primarily coffee 
producers, with an average per capita income of $288, more than 50\ of which 
is derived from coffee production. 

These target farms are typically independent small holdings. 
Eighty-two percent of the farmers do not belong to any type of cooperative, 
thereby placing them at a disadvantage in the receipt of technical assistance, 
credit, and in marketing relative to the larger producer. Moreover, only a 
small percentage express any desire to join one. This is not an unusual 
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finding in an agrarian social system characterized by small family holdings, 
as is coffee in Honduras, even when there are economic advantages to being 
organized. 

2. Feasibility of Project Interventions 

The Social Analysis in Annex D concludes that a good "fit" 
exists between small farm characteristics, because the Project design has been 
based on a good understanding of existing conditions. Credit arrangements 
will overcome the land tenure constraint. The hired labor constraint is 
addressed by providing labor costs as part of the investment credit amounts. 
Training approaches will address the constraint posed by a low level of 
organization. 

A key to understanding the social feasibility of the Project is 
the examination of risk-taking and motivation among small farmers. Since the 
Project is not introducing a new crop, target group farmers will not be 
confronted with a substantially new risk environment. The technologies to be 
introduced are not unfamiliar to most farmers. As demonstrated below, the low 
existing level of technification is related to access to technical assistance 
and credit. 

To elucidate the factors that lead to adoption of technology by 
coffee farmers, the social analysis contained in Anner. D examines two project 
assumptions: (i) that small coffee farmers will adopt the production 
technologies made available through the credit and technical assistance 
activities; and (ii) that farmer income will increase as a result of the 
adoption of these technologies, consequently providing sufficient incentive 
for farmers to participate. These assumptions are tested by analyzing data 
from the small farm surveys conducted in Honduras for the Agriculture Sector 
Assessment of 1978 and by IHCAFE in 1979. The analysis clearly demonstrates 
that as long as falTI gate prices do not fall below $65 per quintal, as 
detailed in the financial and economic analyses, the provision of technical 
assistance and investment credit will lead to the adoption of the desired 
production technologies, and that the increase in both the absolute and 
relative incomes of the target population is sufficient to provide an 
incentive for farmers to participate. 

Both the absolute and relative income gains to the producer are, 
however, constrained by the structure of the marketing system. The income and 
income share received is somewhat dependent on the state of the crop at the 
time of sale and on the type of buyer. Coffee sold as unprocessed berries 
(uva) gets a significantly lower price than dried coffee (pergamino). The 
prICe difference is large enough so that the investment credit package is not 
cost-beneficial to the farmer who sells "uva". Survey data indicate that 
approximately 7% of target group farmers ao-not have the technology to process 
coffee to the "pergamino" stage. I~· will be necessary for these farmers to 
acquire such technology as part of their investment credit package. The 
project credit fund provides enough financing for this. 

The project technical assistance and training activities will be 
delivered in such a way as to encourage independent small farmers to join or 
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organize cooperatives, as the price to the farmer who sells to cooperatives is 
significantly higher than the price paid by commercial middlemen. The 
difference in price is not as large as in the case of processing. Even at the 
lower price paid by commercial middlemen, the investment credit package is 
affordable. Thus, the advantage of cooperative membership is that it will 
increase the farmer's net profits. Surveys indicate that a sizeable group of 
farmers are not interested in joining cooperatives. Thus the Project cannot 
adopt a strategy which would require beneficiary farmers to join a 
cooperative. The strategy to be adopted is for IHCAFE to continue its work in 
organization of cooperatives where none exist, while promoting the advantages 
of cooperatives through the technical assistance and training components of 
the Project. IHCAFE is in the process of ohtaining financing ~or a network of 
cooperative ben~ficios to process and market coffee. Thus, small coff0e 
farmers will be educated as to the advantages to be gained through coop 
membership and they will he provided the opportunity to do so if they so 
choose. 

3. Project Spread Effects 

The Project design estimates that during the life of the Project 
approximately 3,100 to 3,200 small and medium-small coffee producers will be 
aided. 1bis represents apporximately 12% of the total target population of 
26,420 farms. If it is assumed that these farms are proportionally 
distrihuted by size class as presented in Table 3 of Annex D, tnpn 
approximately 9,833 hectares in coffee will be reached by the project. This 
respresents 12.1% and 9.7% of the area in coffee for the target population and 
the national total, respectively. It is expected that women will participate 
insofar as they contribute to fami 1) 1 abor on the fann, and henefi t fran any 
general economic improvement of the farm resulting from the Project. No 
adverse effects on women are anticipated. The Government of Honduras will 
covenant to continue providing credit to these same farmers and gradually to 
expand the effort to include additional small and medium-small producers. 
This augurs favorably for substantial and long-term spread effects within the 
target population. 

There are three main sources of spread effects anticipated in 
the Project's design. The first is within the target group itself. As the 
benefits of the Project hecome evidt:mt to the original participants, it is 
expected that they will gradually technify more of their existing coffee 
land. Second, the demonstration effects can be expected to influence 
neighboring farmers to attempt a technific~tion program on their own lands. 
Third, as IHCAFE develops, tests, and refines its technical assistance 
delivery capability, it will be able to include increasing numbers of the 
target population within a permanent on-going technification program. 

4. Impact on Women 

Women playa more important role in the production of coffee 
than in any other smal.! farm cash crop in Honduras. A significant proportion 
of the harvesting, processing, and sorting of coffee beans is carried out by 
women. Although comparable data are not available for Honduras, 
anthropological analysis of coffee production in southern Mexico has 
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demonstrated that women tend to participate to a greater degree in the 
production decision-making process in coffee than in traditional crops such as 
maize, because of the critical role of women's labor. This Project, by 
keeping small farms in production despite rust, will protect a source of 
employment for women and prevent a deterioration in the income position of 
small coffee farms and thereby protect family welfare in general. 
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D. Administrative Feasibility Analysis 

This Project involves three organizations; IHCAFE, BANADESA, and 
BANHCAFE. IHCAFE will assume major administrative responsibilities for the 
program while the two banking institutions will provide credit administration, 
including processing applications, making disbursements, receiving 
collections, and maintaining accounting records. The following analysis shows 
that IHCAFE is capable of managing this Project in addition to continuing its 
current on going functions. Further it is shown that BANADESA has the 
capacity to adequately administer the planned credit activities and that 
BANHCAFE, in due course, is expected to provide active support to the program 
including credit administration responsibilities. 

IHCAFE 

1. Background. During the 1960's the Government recognized the 
importance of diversifying agricultural production. Historically bananas were 
the primary export product; coffee and lumber were the other more important 
export products, each representing approximately 50% of the export value of 
bananas. In lS70 the Government initiated a program to improve the quality 
and quantity of coffee production. One of the more important parts of the 
program was the creation of IHCAFE, a semi-autonomous organization responsible 
for the development of improved coffee production. Over the past ten years 
IHCAFE has become recognized as one of the more successful and well organized 
agricultural institutions. Coffee production over this period doubled and, jn 
terms of export value, now ranks equal to bananas. Exhibit 1 presents an 
overview of the growth of the value and volume of coffee exports over the past 
twelve crop seasons. 

IHCAFE has a wide range of activities including control of 
coffee exports through the issuances of export permits, protection of the 
local domestic market through export restrictions, price stabilization for 
locally marketed coffee, provision of fertilizers and plants/seeds, and a wide 
range of technical assistance to producers throughout the country. In 
addition IHCAFE manages several special funds related to coffee production and 
processing. The 1980 year end balance of these funds approximated $23 
million, most of which were used to stabilize coffee prices for local 
consumption, and to provide credit for new or expanded coffee processing 
faci lities. 
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2. Organization and Function Analyses. IHCAFE is controlled by a 
Board of Directors conslstlng of key mlnlsters and representatives of the 
coffee producer associations. The organization has continued to expand its 
functions and operations and now employs approximately 525 persons most of 
whom are considered to have excellent qualifications for their 
responsibilities. 

An 0verview of IHCAFE's primary operating departments and 
organization plan is presented below: 

gncu tura 
Division Division 

DEiartments Departments 
- tension Services -Marketing 
-Research -Branch Offices 
-Training 
-Processing Services 

Adliiinistration 
Division 

Ditartments 
- mances 
-Budgeting 
-AccOlmting 
-Procurement 
-Maintenance 

Technical Credit 
Assistance 

The organizational sections critical to the program are the 
Agricultural Division and the Technical Credit Assistance Department. 
Currently the Technical Credit Assistance Department operates as a support 
activity; as a result of this program and the addition of 20 credit agents, 
IHCAFE management is considering a reorganization to give the technical credit 
assistance group the status of an operating division. This change would be 
advantageous because the role of credit to the small producers would become a 
permanent continuing activity with the natural bureaucratic tendency to 
increase its level of operation and responsibilities within the limits of 
available funds anJ human resources. MOreover, since IHCA}n is to guarantee 
most credit under this program it is important that there be adequate internal 
control within IHCAFE's operating procedures to ensure that credit activities 
follow established parameters and guidelines and to prevent possible abuses. 
There are two fundamental steps in the approval of credit - the development of 
a farm operating plan, and assistance to fanners on obtaining credit. It is 
envisioned that the agricultural division will be responsible for developing 
the farm plans and that the technical credit department will b~ responsible 
for assisting farmers to obtain credit and use it wisely. 

The operating capacities of the IHCAFE agriculture division and 
the technical credit assistance department are considered critical to the 
success of this program and are reviewed in detail below. The marketing, 
administration, and personnel divisions are of less importance and only a 
summary overview of their activities related to this program is presented. 
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a. Agricultural Division 

The agricultural division is the largest and most important 
in terms of evaluating IHCAFE's capacities to manage this Project. The 
division employees approximately 340 persons and consists of the following 
departments: 

i. Extension Services: This department. is responsible 
for IHCAFE's field activities with coffee producers and is possibly the most 
important to accomplishing IHCAFE's objectives of improving production. The 
department currently employs 85 extension agents in nine regions with 53 
agencies throughout the country. MOst of extension agents are high school 
graduates with training in agronomy and eight are graduate agronomists. These 
are high qualifications for personnel assigned full time to the rural areas. 

The functions of the extension services department 
involve a wide range of technical on site assistance including: 

development of farm plans and investment studies; 
applying for credit in conjunction with the Technical Credit 
Department; 
reviewing farm/plant construction projects, equipment 
installation and/or the operation of coffee processing plants; 
providing consulting services regarding fertilization, disease 
control, plantings, shade planning, replanting, soil testing and 
green house operations; 
training and mass education programs 

During 1980 the extension services department's 
operating statistics show that visits and technical assistance were directly 
provided to 5,243 individual producers, and technical assistance was 
indirectly provided through cooperatives and associations to another 2,240 
producers. In addition to these technical consultations the extension agents: 

distributed over 22,000 lbs. of seed; 
distributed over 4 million living plants; 
programmed fertilization for over 24,000 hectares; 
supervised cleaning for over 43,000 hectares; 
assisted in replanting over 8,000 hectares; 
assisted in disease control for over 6,000 hectares; 
supervised pruning and shade control for over 21,000 hectares; 
conducted 748 soil analyses; 
taught 96 formal courses; 
participated in 70 relevant conferences; 
assisted 30 coffee cooperatives; 
conducted over 5,600 demonstrations. 

A historical survey of the above statistics show 
steady annual increases consistent with the number of extension agents. These 
statistics compare favorably with the annual production of coffee where 
production approximately doubles over the 10 year period ending in 1980; refer 
to Exhibit 2. 
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Under this Proj~t IHCAFE will be assuming major new 
and additional responsibilities in developing small fanner investment plans, 
credit evaluations, and general credit application assistance. It is 
established that a field agent can effectively assist 100 producers, 
consequently, 30 additional agents will be needed under the project. Ten 
additional extension agents will be hired - an increase from 85 to 95. Twenty 
credit agents will be hired and will also be involved in on-site field 
activities. In sum, the project will require the assistance of the equivalent 
of 40 agents - about a third of IHCAFE's total field force - by the Fourth 
Project year. To serve present farmers in addition to new participants, the 
ratio of farmers to extension agent will increase from 60 to 85. This 
increase will be made possible by the addition of 20 credit agents and the 
more effective division of labor. Credit activities have been consuming an 
inordinate amount of the extension agents' time, partially because all the 
extension agents are agronomy specialists and not loan specialists. Under 
this Project credit agents will specialize in credit related activities which 
will permit the extension agents to more effectively utilize their efforts. 
This Project also provides for 30 vehicles required for the new 
extension/credit agents. 

11. Research: This department conducts various studies 
and investigations in order to provide technical recommendations and standards 
for coffee production. The department consists of seven sections including: 

Soils 
Cultivation Research 
Coffee Processing Systems Analysis 
Socio-Economic Studies 
Biological Studies 
Disease Control 

This department represents Honduras' most qualified 
coffee research resources. The staff includes graduate agronomists and 
scientists working in the areas of field prodl~tion and processing, plant 
pathology, plant propagation, disease control and fertilization plans. During 
1980 this department: (1) completed or continued 27 technical studies; (2) 
continued to monitor production on the experimental demonstration farms; (3) 
conducted 360 demonstration sessions on the experimental farms including 87 
extension agents; and (4) made 206 special purpose field visitations and 
consultations. 

111. Training and Education: This department's training 
responsibilities include: (1) the development of courses and materials, and 
providing the external training for coffee producers on farming techniques and 
management; (2) the development of internal training courses for IHCAFE 
extension agents; and (3) the development of mass education programs, using 
printed bulletins and radio progfanming. 

During 1980 the training accomplishments included the 
delivery of 73 courses with 2,523 attendees, as follows: 



- 43 -

67 producer courses in 8 locations throughout Honduras 
emphasizing cultivation techniques to 2,358 producers; 

4 extension agent courses covering the transfer of production 
lSchniques and providing credit application assistance to 
producers; 68 extension agents participated in these courses; and 

2 other special coffee cultivation courses were provided to 107 
attendees 

The training ohjectives for 1981 include 60 external 
courses on technical procedures for coffee producers and 6 internal courses 
for extension agents. By 1982, Project training activities will increase the 
scope of in-service training, as shown below, and assist in the increase of 
farmer training activities hy the extension service. 

The mass education programs consist of two major 
efforts including the preparation and distribution of technical bulletins 
covering essentially all phases of coffee production, and providing material 
for nine weekly radio programs that cover all major coffee producing regions. 
Additionally, as part of its social commitment, IHCAFE sponsored ten remedial 
courses to teach reading skills to coffee producers. During 1980 this 
department prepared nine major general interest technical bulletins covering 
coffee production and distributed over 17,000 copies. Additionally, a variety 
of other materials covering special topics were prepared and over 4,000 copies 
distributed. The 1981 program includes: 

(1) continuation of the technical bulletins based on the needs and/or 
conditions of the producers.; 

(2) increasing the number of weekly radio coffee reports to 12 radio 
stations to reach a greater number of rural producers having limited 
access to other sources of technical information; and 

(3) development of a technical coffee library and a mechanism for 
coordinating technical development information between Honduras and 
the other Central American countries. Several information exchange 
visitations are scheduled. 

Based on a Mission review, IHCAFE's training and education 
program needs to be strengthened. Under this Project the Training and 
Education Department's programs for the period 1982 through 1984 will be 
expanded to include: 

Training 

18 regional two-day courses, each of which is to be designed for 
30 participants; 
6 central workshop sessions, each of which is to be a four-day 
program for 30 participants; 
12 three-day field trips with 12 participants each; 
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increased in-service supervisory training, on a spot basis; 
2 international training courses for 6 participants; 

Education 

6 special bulletins covering this Project and 6,000 copies will 
be made available; 
expanding the educational scope of radio broadcasts, thus 
increasing coverage by 50%; 
equipping and putting into service two mobile training units. 

To assist this department in accomplishing the above, this 
Project provides technical assistance and training costs for improving the 
content of the training programs and meeting the objectives outlined above. 

iv. Processing Services: This department provides 
technical assistance in the design, installation, and operations of coffee 
drying and processing to improve the overall quality of produced coffee. 
During 1981 seven new processing centers are scheduled to increase coffee 
production by 43,000 quintales at an investment of approximately $1 million. 

b. Technical Credit Assistance Department 

IHCAFE created this department in 1974 in conjunction with 
a program to provide credit to coffee producers with from 1 to 5 manzanas. 
The funds were provided and the loans managed by BANADESA, I~~E acted as 
loan guarantor. These activities continued with only minor changes until 1979 
when IHCAFE initiated a new credit program with BANADESA. The new program 
provides replanting and/or rehabilitation credits to all producers using 
IHCAFE funds. The loans were 5 year term with a 3 year grace period; the Bank 
managed the loan and when the borrower had a poor credit rating, IHCAFE would 
guarantee the loan. At the end of 1980 the loans in this fund approximated 
$1.4 million, and IHCAFE has programmed an additional $1 million during 1981. 
(Note: The primary differences between the current credit program and that 
proposed in this Project is the emphasiS on the small coffee producers). The 
departmental staff consists of credit specialists working in Tegucigalpa who 
are responsible for: (i) the analysis of credit applications received frClTl 
the extension department; (ii) maintaining liaison with BANADESA on the status 
of the loan portfolio; and (iii) participating in negotiations with other 
financial institutions to acquire additional lines of credit. 

At the present time, practically all of the IHCAFE loan 
~larantee activities are performed by the extension agents. The activities 
include development of farm plans, credit applications, and approval of 
disbursements. The regional supervisors have authority to approve loan 
guaranties up to $1,500; loans over that amount are approved by the main 
office, personnel. The extension agents also follow-up on the loans and 
assist in collecting when loans become delinquent. BANADESA provides a loan 
status report to IHCAFE every three months. (Note: Based on BANADESA's 
experience, coffee sector production loans have one of the lowest delinquency 
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rates of any of their crop based loans and investment credits in the coffee 
sector are generally considered to be the highest quality of loans in the 
Bank's portfolio). 

The technical credit assistance department provides 
assistance in obtaining credits for the entire coff~e sector. IHCAFE is 
responsible for coordinating efforts through the Government and the Central 
Bank to assure adequate credit is provided from both public and private 
sources. Representatives of the Central Bank estUnate that total 1980 credit 
requirements for the coffee sector approximated $50 million from all sources. 
The technical credit assistance d~partment's 1981 objectives are to provide 
assistance in generating and/or participating in negotiations for $20 million 
of credit to the coffee sector as follows: 

$ M[llion 

IHCAFE/BANADESA general credits -- BANADESA funds 
IHCAFE/BANADESA producer investment credits -- IHCAFE funds 
General credits - private banking system funds 
IHCAFE fertilizer/equipment credits -- IHCAFE funds 
Coffee cooperatives credits -- IHCAFE and cooperative funds 

1 
1 
8 
2 
2 

20 

As noted above the organizational ~vsition and 
responsibilities of thi~ department are expected to be revised as a result of 
this Project. Currently it is a support department, however, in view of its 
expanded responsibilities in coordinating the small farmer loans under this 
program, IHCAFE's management will change the department to a line operating 
activity. The addition of 20 credit agents will change the operational 
capacity of this department and it is the Mission's expectation that an 
increase in II~AFE's ability to provide responsive assistance for obtaining 
producer investment credit will result in more funds being made available from 
the Asociacion Hondurena de Productores de Cafe and other sources. As more 
credit becomes available an increasing number of credit agents will be 
required etc., and this process will repeat itself lIntil the producers' demand 
for investment credit is substantially reduced. New operating procedures and 
practices will be developed during the initial start-up period with the 
scheduled technical assistance. 

c. Marketing Division 

This division is responsible for controlling the export of 
coffee, managing coffee allocations for local consumption, monitoring 
inventory levelS, certifying and/or verifying coffee quality gradings, and 
maintaining controls over fo~eign exchange earnings. The activities of this 
division generally will not impact on the implementation of the Project. 

d. Administration Division 

This division is responsible for obtaining the funds 
necessary for the programs, budget preparation, accounting, procurement, and 
maintenance activities. The accounting system utilizes three NCR 32 posting 



- 46 -

machines, and a special study is now in progress to determine alternatives for 
automating certain accounting functions using mini-computers. The Chief 
Accountant indicated that IHCAFE would begin transferring certain systems to 
an automated basis by early 1982. A Mission review of the IHCAFE accounting 
and information control systems did not reveal any major weaknesses, and it 
was concluded that IHCAFE's accounting capacities were sufficiently adequate 
to administer this program. 

The accounting department is also responsible for the 
administration of all fertilizer and other agricultural input sales. 
Purchases of the agricultural inputs are based on estimated usage as 
determined by the Agricultural Division. The accounting department has 
responsibility for receiving the goods and distributing them to the nine 
regional warehouses. Credit sales are made based on the written authorization 
of the extension agents; cash sales are made directly to producers. IHCAFE's 
1980 agricultural input sales approximated $3.8 million. The average 
agricultural input inventories approximate $4 million. It is estimated th~t 
the additional demand for agricultural inputs resulting from this Project will 
be 11% of the new credit available. Thus during 1983, the peak credit year 
when $2.5 million is scheduled for disbursement, the additional demand for 
agricultural inputs will approximate $275 thousand, or less than 8% of the 
current level of agricultural input sales. Mission studies show that the 
administration division has the capacity to satisfactorily implement this 
Project and, with the possible exception of only short term technical 
assistance, does not need additional support. 

e. Personnel Division 

This division is responsible for all personnel matters 
including employee relations, salary levels, etc. In comparison with other 
Honduran organizations, IHCAFE's pay schedules and benefits for field based 
personnel are excellent. This facilitates IHCAFE's attracting and maintaining 
qualified personnel in the rural areas. (Note: IHCAFE is an autonomous 
institution and it is not subject to the civil service pay scales. Starting 
extension agents, for example, earn $425 per month excluding benefits. This 
is more than double that paid by the Ministry of Natural Resources for 
qualified extension personnel). 

3. Financial Review 

At the end of 1980 IHCAFE's assets totalled approximately $23 
million. Approximately $5 million represented operating facilities, vehicles 
and equipment; approximately $10 million represented fertilizer inventories 
and receivables resulting from related credit sales; and another $8 million 
represented a variety of invested funds, receivables, and other deferred 
assets. Financing for IHCAFE's programs are largely provided by loans from 
the Government and other institutions; IHCAFE's capital at the end of 1980 
approximated $2 million. IHCAFE management is currently investigating sources 
of additional capital. 
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IHCAFE's annual operations basically are supported by revenues 
from the issuance of export permit fees and price adjustments paid by 
producers based 0n the quality of coffee retained for local consumption. 
IHCAFE's other revenue producing activities are: the purchase and 
distribution of fertilizers (approximately $4 million in 1980) and the 
purchase and distribution of coffee for local consumption (approximately $4 
million in 1980). Both are essentially non-profit activities. The 1980 
operating revenues approximated $15 million - $6 ndllion of this was from 
export fees and price adjustments, and the other $16 million was from 
fertilizer sales, coffee sales and other miscellaneous activities. The 
operating expenses for the programs described above, including the extension 
services, were approximately $8 million during 1980. IHCAFE incurred an 
operating loss of approximately $1 million for 1980; operating losses for the 
five years ending 1980 averaged $363 thousand per year. These losses are 
largely due the accounting treatment of expensing costs rather than 
capitalizing the costs as assets and subsequently amortizing over the life of 
assets. Also, management has attempted to control expenses but IHCAFE's 
consistent year to year growth has and probably will continue to produce 
operating losses. 

In addition to IHCAFE's normal operations, it also manages 
special funds approximating $23 million at the end of 1980. These funds are 
provided by other public institutions and private banks and are used to 
finance: (i) coffee processor equipment requirements, (ii) loan funds to 
BANADESA and related coffee cooperatives, and (iii) the coffee price 
stabilization program. This Project represents an additional $9 million of 
funds available for credit to IHCAFE which is an approximate 40% increase in 
assets. The necessary controls and management skills required to properly 
carry out this Project are to be provided to IHCAFE under the technical 
assistance program, and in the strengthening of the organization's credit 
administration activities. 

Although IHCAFE does not issue certified financial statements, 
the interrelationships between the various activities and the individual 
provider(s) of the funds assures a reasonable degree of control over the 
reported results of operations. Financial audits of will be required under 
this Project. 

4. Conclusion 

IHCAFE operations, as described above, demonstrate its capacity 
to manage this Project. The planned 1981 scope of its operations, especially 
in the rural areas through the Extension Services Department, is compatible 
with the additional activities of the Project. In fact, as noted, IHCAFE and 
BANADESA now have a small scale farm improvement loan program and this Project 
will build on that experience. The actions IHCAFE must take to adequately 
prepare for the implementation of this Project are within its ability and 
resources. 
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BANADESA 

1. Background and Financial Overview 

BANADESA was created in March 1980 as the national agricultural 
bank; it assumed the activities which previously were administered by the 
Banco Nacional de Fomento de Honduras. It is the primary governmental 
institution responsible for financing agricultural development and related 
production processes. BANADESA currentl:.' has 28 banking agencies now serving 
agricultural clients throughout Honduras. Currently BANADESA is the only 
banking institution with experience in working with small farmers. The bank's 
loan portfolio comprised approximately 40,000 loans totalling $84 million at 
the end of 1980, of which approximately 13,000 loans were classified as small 
farmer loans. 

BANADESA also has been one of the primary credit intermediaries 
for coffee production. At the enj of 1980 BANADESA's credit to the coffee 
sector approximated 12,000 loans totalling $17 million - approximately $11 
million to finar.=e trading activities and $6 million for farm improvement and 
processing equipment. Additionally BANADESA is beginning to implement revised 
credit administration procedures developed under a technical assistance 
program provided by A.I.D. These revised procedures are expected to simplify 
BANADESA's credit granting processes and should substantially improve the 
Bank's responsiveness to the total agricultural sector. 1he bank is currently 
developing a decentralization plan which it expects to implement during late 
1981. This plan should further improve the bank's rural operations and 
responsiveness because the decentralization plan will transfer many of the 
credit decision making responsibilities from the main office in Tegucigalpa to 
the agency level. 

2. Conclusion 

BANADESA's capacity to manage the credit activities of this 
Project is clearly demonstrated by its current position as the primary source 
of credit in rural areas and its ongoing pro~ram with IHCAFE to provide farm 
improvement credits, as described under II1CAFE above. AI though BANADESA is 
represented throughout the country there are potential advantages to the 
success of this Project by having alternative intermediary facilities for 
managing the loans. BANADFSA is committed to the total agricultural sector 
rather than to only coffee producers and the Bank's responsiveness to the 
credit administration needs of the small farmer will depend on existing 
priorities. Implementation for this Project has been designed to provide for 
an alternative mechanism for loan processing to include a competition element 
to better assure responsive intermediary action to IHCAFE' s request for small 
producer loans. The following section describes BAM~CAFE which may he an 
important financing intermediary for thi~ Project. 

-
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BANHCAFE 

1. BackgrolUld 

BANHCAFE was crea ted by Decree No. 931 on May 7, 1980. The 
Bank's objectives are to provide financial services to the coffee sector, 
specifically providing credit for production, industrialization, 
commercialization and the promotion of agricultural diversifications by coffee 
producers. Additionally the Bank will provide all normal commercial banking 
services and plans to participate in special development and/or social 
programs relating to the coffee sector. Bank management has indicated a high 
level of interest in this Project as one of BANHCAFE's initial special 
development programs. 

BANHCAFE's legal authorized capital is $25 million; four classes 
of $5 par value stock have been approved with the following basic subscription 
restrictions: 

Class A Stock: represents 60% of total authorized capital and 
may be issued only to coffee producers or coffee producer 
associations; 

Class B Stock: represents 15% of total authorized capital and 
may be issued only to coffee exporters or coffee export 
associations; 

Class C Stock: represents 5% of total authorized capital and 
may be issued only to coffee processors or coffee processing 
associations; and 

Class D Stock: represents 20% of total authorized capital and 
may be issued only to IHCAFE. 

No more than 5% of the classes A, B, and C stock may be 
subscribed by anyone entity in the respective categories. 

The Board of Directors consists of seven coffee sector 
representatives elected for two year terms. Class A stockholders elect four 
of the directors; Class B, C and D stockholders elect one memher each. 
Directors are limited to two year terms. The Board is scheduled to meet at 
least monthly to review the Dank's operations and provide policy guidance. 

Although the Bank is a private institution, its ownership 
structure is unique in that it is owned and governed by individuals and 
associations whose primary business interest is the coffee sector. 
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2. Organization 

BANHCAFE's organization plan is presented below: 

~erations 
- Ca~ nepartment 
- Accounting Department 

Stockholder 
General Assembly 

BOard of Directors 

I 
EXecutive ~nager 

I 
I' 

Services and 
Credit Administration 

- International Department 
- Credit Department 
- Credit Analysis 
- Processing 
- Collection 

AdIJlinistrative 
Services 

- Personnel 
- General Services 

The Bank's principal office is in Tegucigalpa, which is 
scheduled to be open to the public on May 4, 1981. The physical facilities of 
the Bank are modern and adequate. A NCR - Banker 80 system has been acquired 
and a review of the Bank's credit administration procedures indicated that 
management plans to follow generally accepted lending procedures for its 
portfolio administration. With the NCR system and the credit administration 
procedures, BANHCAFE's record keeping and information system should be 
reasonably well rnanaged and controlled. There are currently 25 employees 
supporting the Tegucigalpa operations and the bank management is currently 
negotiating for office space in San Pedro Sula. Bank management is also 
planning smaller agencies in three other coffee centers in Honduras; Santa 
Barbara, Copan and El Paraiso. The present plan is to develop a mobile 
banking uni t to serve other rural a,~eas. 

A Mission review of BANHCAFE personnel shows that the key 
operating personnel are well qualified. For example, the President served as 
the Acting President of BANADESA for two years and the Credit Manager is U.S. 
educated with a background in the coffee sector and experience with a large 
U.S. international company. 

Bank management has indicated an interest in providing credit to 
small coffee producers and for coffee nursery operations under this Project. 
In order to meet its responsibilities under this Project, BANHCAFE will 
initiate corresponding relationships with other banking institutions ~hat 
presently serve the rural areas. 

-
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3. Financial Overview 

Although BANHCAFE is a private banking institution, it is unique 
becau~e of special mechanisms for generating capital. There are currently two 
potential mechanisms that may result in significant cash inflows to BANHCAFE 
as follows: 

(1) The Association of Coffee Producers has imposed a special 
assessment fee of $2 per quintal of coffee exported; these funds are to 
represent paid-in capital by BANll:AFE and Class A shares will be issued to the 
respective producers. The Association of Coffee Producers plans to review the 
assessment activity and BANHCAFE's use of the funds on an annual basis. 

(2) IHCAFE and the Association of Coffee Producers is 
considering llsing the differences between: (a) the established price for 
domestic controlled production (20% of total production) which is currently 
$45 per quintal, and (b) the selling price of the excess coffee to new markets 
as additional credit funding for small coffee producers. This difference has 
been averaging approximately $10 per quintal and, based on 1981 esttmates this 
mechanism could conservatively generate an additional $1.8 million of 
available credit funding during the 1981-82 season. 

These arrangements demonstrate the coffee producers concern with 
the availability of credit to the coffee sector, and this arrangement provides 
a mechanism for developing a credit institution where the producers become 
owners of that institution and will be able to share in future profits. 

RANHCAFE's paid-in capital as of March 1981 is approximately $4 
million; Bank management estimate that paid-in capital will be nearly $7 
million at the end of 1981. Additionally, management is planning on 
attracting approximately $8 million in deposits from other private and public 
sources during the current year. 

4. Conclusion 

Although BANHCAFE is in a pre-operative stage, there are good 
indications that the Bank will have sufficient capacity to participate 
effectively in this Project. Another factor of equal importance is ~~CAFE's 
commitment to the coffee sector and, more specifically, its management's 
expressed interest in providing credit facilities to the smaller coffee 
producers. TIlis Project gives BANHCAFE a unique opportunity to rapidly expand 
its services in providing financial services to the coffee sector. 
Addi tionally, BANHCAFE I S successful implementation may be sufficient grounds 
for the coffee producers and IHCAFE to independently increase the amount 
available for credit. 
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b. Environmental Concerns 

The proposed technification program will pennit several thousand 
small coffee fanners to continue producing this cash crop rather than revert 
to the cultivation of subsistence crops. This will be beneficial to the 
conservation of soil in Project areas. Increased pesticide use can have a 
negative effect on watershed areas, but this will be minimized by farmer 
training in wise pesticide use, and by the use of highly degradable, low 
toxicity pesticides in compliance with A.I.D. and EPA regulations. All 
pesticides uses by Project participants will be purchased in compliance with 
the regulations of Handbook 3, Appendix 4 B, Section 216.3(b). IHCAFE is 
being assigned a resident pest control specialist under a loan from the 
Government of Great Britain , and will be provided with short-term training in 
pesticide residue analysis through the ROCAP Project. This Project will 
complement these efforts by providing in-service an~ farmer training in proper 
pest control techniques (integrated pest management), using short-term 
advisors from OIRSA, lCAlTI, ROCAP, USDA, and other sources. In addition, 
IHCAFE will train farmers in the use of low-volume sprayers which reduce 
considerably the volume at chemicals applied. Again, the Government of Great 
Britain is donating 5,000 such sprayers to Honduran Coffee Farmers (through 
IHCAFE). 

A negative determination in the I.E.E. was concurred with in the 
approved Environmental Threshold Decision; see Annex L. 

-
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v. FINANCIAL PLAN 

1his Project represents a $9.55 million assistance program to improve the 
small coffee farmers' production capacities. The total ~rogram costs over the 
planned five year implementation period are $14.230 millIon which includes a 
Government of Honduras contribution of $4.68 million. 

Exhibit I summarizes the overall financial plan for the Project. A.I.D. 
will provide 67% of the Project funding, as follows: 

USAIn (OOO's) % 
Loan $9,000 6! 
Grant 550 4 
Total USAID 9,550 67 

Total OOH 4,680 33 

Total Project 14,230 100 

Of the total A.!, D. contribution, $8 million, or 84%, will be used to 
establish a revolving credit fund. The OOH will provide an additional $1 
million bringing the total investment credit fund to $9 million. The 
remainder of A.I.D.'s contribution equals $1.55 million and is programmed to 
strengthen IHCAFE's extension service activities including assistance in 
Erocessing small farmer credit applications for the technification pro~ram. 
The grant funds of $.55 mallion are scheduled to provide technical assIstance 
and training advisors to IHCAFE. There is $1 million of A.I.D. loan funds 
programmed to provide vehicles and equipment, and to offset IHCAFE's costs for 
mass media programs, publications, demonstration farming and other operating 
costs. 

Exhibit II presents the planned disbursement schedule of the Project for 
the five year period ending in 1986. As is demonstrated in the projected 
disbursements, t!le initial year of the Project is essentially a start up 
period. The credit funds are to be disbursed as follows: 

$000 % 

1981 (500) (5.5) 
1982 1,000 11 
1983 2,850 31 
1984 2,300 26 
1985 2,300 26 
1986 550 6 

g;ornr TIm 

It is planned that the above funds will be used to technify approximately 
7,000 manzanas, excluding the roll-over of funds. The initial indications are 
that an estimated 80% of the land to be renovated will be only partially 
renovated and the other 20% will be totally renovated. Based on cost 
estimates, the average estimated cost for partial renovation is $968 per 
manzana and the average cost for total renovation is $2,337 pej' manzana. 
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It is planned that IHCAFE will establish loan administration agreements 
with the Central Bank, and directly with BANADESA and BANHCAFE. The planned 
loans to the farmers will be for a maximum of seven years at a market rate of 
interest (Mlich may be adjusted from time to time) with a two year grace 
~eriod; two sample formats showing r~ayment schedules including total 
lnterest charges are presented in Exhlbit III. 

The GOH inputs to the Project total $4.680 million and are to be disbursed 
as follows: 

1981 
1982 
1983 
1984 
1985 
1986 

$000 
---00-

452 
1228 
1245 
1245 
450 

4,08'rr 

, 
I 

10 
26 
27 
27 
9 

TIm 

The Project is designed to require only mininu.lll cOtDlterpart input during 
the initial Project years. Approximately $1.272 million (27\) of the 
counterpart contribution represents expenditures already in the IHCAFE budget 
and $3.407 million (73%) represent additional budgetary e~enditures. The GOH 
is to contribute $1 million to the credit fund and the other additional 
budgetary expenditures are to be incurred by IHCAFE. 

The foreign exchange requirements for this Project include $480,000 of the 
grant funds and $300,000 of the $1 million of loan ftDlds for assistance to the 
extension services activity. 

Exhibit I 
SMALL FARMER COFFEE IMPROVEMENT 

Financial Plan 
(U.S. Dols) 

AID LOAN AID GRANT roTALAID COONTfRPART roTAL PROJECT 
Technical Se¥P0rt 

Per sonne 1,386,000 1,386,000 
Technical Assistance 480,000 480,000 480,000 
Training 188,600 70,000 258,600 12,000 270,600 
Demostration Lots 140,220 140,220 140,220 
Publication 108,000 108,000 108,000 
Vehicles and 
Equipment 256,000 256,000 6,975 262,975 

Operating Cost 
Evaluation and 

44,500 44,500 854,000 898,500 

Audit 125.000 125 1000 l25 t OOO 
Sub-Total 862,320 550,000 1,412,320 2,258,975 3,671,295 

Credit Activita Credit FtDl s 8,000,000 8,000,0000 1,000,000 9,000,000 
Administration 1.200.000 1.200 1000 
Sub-Total 8,000,000 8,000,000 2,200,000 10,200,000 

Contingency 
and Inflation 
10% 137.680 137 1680 220.875 358.555 

TOTAL 9,000,000 550,000 9,550,000 4,679,850 14,U9,850 

• 
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Exhibit II 
g.w.L FARMER O>FFE IMffi.OVa.tlNf 
Planned Disbursement Schedule 

(SOOO) 

Descri]!tion 1981 1982 1983 1984 1985 1986 'IDTAL 

AID Loan Ftmds 
Tra1Illng 38 87 64 189 
Demostration Lots 28 56 56 140 
Publication 21 21 22 22 22 108 
Vehicles and ~uiJllleIlt 256 256 
Evaluation and Audit 40 15 15 15 40 125 
Operating Cost 4 9 9 9 9 4 44 
Credit Ftmd 1,000 2,500 2,000 2,000 500 8,000 
Cmtingency and 
Inflation 66 36 24 5 7 138 

Sub-Total 4" 1,458 2,724 2,190 2,051 573 9,000 

AID Grant Funds 

Technical Assist"UlCe 32 192 176 80 480 
Training 70 70 

Sub-Total 32 262 176 80 550 

(DI Counterpart Ftmds 

Personnel 39 170 292 354 354 177 1,386 
Training 6 6 12 
Vehicles and Equipnent 7 7 
Qperati11g Cost 14 99 159 232 232 118 854 
Credit Ftmd Adndnis. 150 375 300 300 75 1,200 
Credit Ftmd 350 300 300 50 1,000 
Contingency & Inflation 27 46 59 59 30 221 

Sub-Total orr ill I'm" rm m;- ~ 4,680 

'iOTAL PROJOCf 96 2,172 4,128 3,515 3,296 1,023 14,230 
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VI. PROJECT IMPLEMENTATION 

A. Host COlmtry Arrangements 

The Project Agreement will be signed by the Manister of Finance and 
Public Credit and by the Executive Directors of IHCAFE, the Central Bank and 
CONSUPLANB. Resources will be granted to IHCAFE which also will directly 
allocate its cOlDlterpart to the Project. The OOH and IHCAFE will make 
arrangements with the Central Bank for the capitalization of the special 
credit line to be opened between the Central Bank and the administering 
institutions, BANADESA and BANHCAFE. A.I.D. will approve this agreement. The 
Executive Director of IHCAFE will have primary Project management 
responsibility while day-to-day implementation responsibility will rest with 
the IHCAFE named and financed Project Coordinator. 

B. A.I.D. Arrangements 

Project management responsibility will rest with the Office of 
Agricultural Development which will be assisted by the Program and Ca~ital 
Resources and Controller's Offices. No increase in M[ssion staffing IS 
anticipated for this Project. 

1. Disbursement Procedures. For extension activities, A.I.D. will 
rellnburse IHCAFE for authorized expenses as detailed in the Financial Plan. 
For the credit flDld, the Central Bank will establish a discolDlt line and 
advance funds to BANADESA and BANfl:AFE. For credi t flDld drawdowns, A. I. D. 
will directly reimburse the Central Bank which will, in turn, make the flDlds 
available to the administering banks. A.I.D. will reimburse against a 
certified list of sub-borrowers and amolDlt of sub-loans. The Central Bank, or 
independent auditors, as required, will periodically audit the portfolio of 
each bank. 

2. Procurement and ICI Procedures. $8,000,000 of A.I.D. 
development loan funds will be disbursed as credit flDlds through two banks 
serving as intermediate credit institutions (ICls). Procurement of 
agricultural inputs by sub-borrowers will, therefore, follow the procedures 
outlined in A.I.D. Handbook 1, Supplement B, Chapter 19 (Intermediate Credit 
Institutions). The loan will be used exclusively for local cost procurement, 
and it is expected that no loan will total over $5,000. Since A.I.D. will not 
require prior approval of subloans and since the banks will not be involved in 
procurement, the procedures outlined in HB 1, Supp. B, Chapter 19 A 3a. will 
apply. 

A.I.D. development grant flDlds, totalling $550,000 will be used 
exclusively for technical assistance. The long-term technical assistance in 
extension and credit operations will be procured from the United States and 
subject to A.I.D. approval. Some short term technical advisors, however, will 
be procured within the region in order to capitalize on Central American 
technical experience and expertise. 
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$1,000,000 of development loan funds will be made available to 
IHCAFE in order to expand and improve its extension system. Of this total, 
same $ 500,000 will be used to procure commodities. Applicable A.I.D. 
procurement regulations and approval requirements for commodity procurement 
under loan funding will be followed. Host country procurement guidelines will 
be provided to IHCAFE which, as a semi-autonomous agency does its own 
procurement. 

The largest single procurement will be that of 30 utility 
vehicles, destined for heavy daily use in the extension component of the 
Project. These will need to be four-wheel drive utility vehicles with export 
warranties. IHCAFE has studied alternative vehicles and has concluded that, 
given terrain and road conditions in coffee areas and the mileage the vehicles 
must cover during a year, that only utility vehicles with 4 cylinder diesel 
engines are cost effective. Given the lower cost of diesel fuel and the 
superior fuel mileage possible with 4 cylinder diesel engines, it is not 
unreasonable to anticipate the possibility of cutting fuel costs in half. In 
these days of tight budgets, this savings can mean a great deal in terms of 
meeting implementation targets. IHCAFE has therefore determined to buy such 
vehicles for the Project. At present, only one US manufacturer, AMC, is 
making diesel engine, 4 x 4, utility vehicles with export warranties, and 
these are destined for export only. It is, therefore, requested that 
authority to procure these vehicles on a proprietary basis with a sole source 
justification be granted. The apprQPriate waiver appears in the text of the 
draft Project authorization, Annex D. 

3. Project MOnitoring. In addition to maintaining close contact 
with the IHCAFE Project Coordinator, A.I.D. representatives will hold 
quarterly review meetings with IHCAFE officials. The purpose of these 
meetings will be to monitor Project implementation and ~rogress and to make 
necessary adjustments in ~lementation. In addition, Independent audits of 
IHCAFE and the banks will be conducted annually. 
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C. Implementation Schedule 

1. 
2. 
3. 

4. 

5. 
6. 
7. 
8. 
9. 
10. 
11. 
12. 
13. 
14. 
15. 
16. 
17. 
18. 
19. 
20. 

Project Authorization Received 
Project Agreement Signed 
Project Coordinator and 
Secretary begin 
OOH, IHCAFE, Central Bank 
Credit Administration Signed 
Initial Conditions Precedent Met 
First Group (12) Extension Workers Begin 
Long Tenn Technical Assistance On board 
Vehlc1es Purchased 
Short tenn Advisors Begin 
Demonstration Lots Planted 
Extension Equipment Purchased 
Training Activities Began 
Area Projects Begin 
Second Group (24) Extension Workers Begin 
First Project Evaluation 
24 Demonstration Lots Planted 
Third Group (24) Extension Agents Begin 
24 Demonstration Lots Planted 
Final Project Evaluation 
PACD 

D. Evaluation Plan 

May 1981 
JlDle 1981 

JlDle 1981 

July 1981 
Aug. 1981 
Oct. 1981 
Nov. 1981 
Nov. 1981 
Dec. 1981 
Jan. 1982 
Jan. 1982 
Jan. 1982 
July 1982 
July 1982 
Dec. 1982 
JlDle 1983 
July 1983 
Jan. 1984 
Mar. 1986 
JlDle 1986 

This Project is in at least two respects a pilot effort. It is 
IHCAFE's first major effort target ted on smaller producers and it is a test of 
the impact of technification as a response to threats to coffee production and 
as a long nm means to improve small producer incanes. Thus careful 
evaluation of the success of the restructured extension service will be 
required as well as the impact of the Project on longer rang~ macroeconomic 
national goals of increasing production and exports. With these criteria in 
mind, the following evaluation plan has been developed. 

1be first Project evaluation will take place at the end of the second 
crop year, and will test the success of the extension program in meeting the 
needs of the small producers. The division of labor between technical and 
credit extension agents will be examined to determine the utility of this 
approach in providing assistance to small fanners. The quality of the 
extension agents will be examined vis-a-vis the training they received under 
the Project. An effort will be made to determine what the extension agents 
may lack in order to further their role as technological change agents with 
small farmers. In addition, the role of the banks as they support the 
technical aspects of the Project will be examined. The purpose of conducting 
this evaluation relatively early in the Project llDplementation period is to 
allow for necessay revisions in the Project management. 



- S9 -

The second evaluation will be undertaken during the final year of the 
Project's implementation. By this time, those coffee farmers who entered the 
Project in its first and second years will be into the fourth and fifth years 
of their technification program which is a sufficient amount of tnne to begin 
to record preliminary results. By this time, farmers who undertook partial 
renovation on a portion of their holdings should have begun to turn a profit. 
For all first and second year participants, productivity increases on 
technified land should be substantial by this time. Data will be gathered on 
the effects of coffee rust, in addition to other pests and diseases, on the 
farmers' coffee plantations, both on technified and untechnified parcels. 
Preliminary estimates also will be made of the effects of the Project on 
farmer income. Calculations of the Project's impact on national production, 
especially in the form of export earnings also will be made. 

Sufficient baseline data for this evaluation will be available from 
two sources. Farm level infonnation will be collected as part of the credit 
application and eligibility determination process. The area profiles will 
provide baseline data on a regional level. 

VI I. CONDITIONS, llVENAt'ITS, AND NFroTIATING STA1US 

A. Conditions and Covenants 

In addition to the standard conditions and covenants and in order to 
ensure tnnely implementation of the Project, the M[ssion recommends that the 
Project Authorization include the following: 

1. Conditions Precedent 

a. Prior to any disbursement, or the issuance of specific 
cammittrnent documents under the Project Agreement to finance the credit fund, 
the Cooperating Country shall provide to A.I.D., in form and substance 
satisfactory to A.I.D., evidence that an administrative agreement delineating 
powers and responsibilities for credit fund administration has been signed by 
the Ministry of Finance, the Central Bank, and the Honduran Coffee Institute. 

b. The Government of Honduras shall cause IHCAFE to provide 
to A.I.D., in form and substance satisfactory to A.I.D., evidence that IHCAFE 
has cumulatively established and funded twenty (20) positions for credit 
extension agents prior to disbursement for subloans from the special credit 
fund for new entrants in the second crop year; that is, prior to March 1, 
1983. 

2. Covenants 

The Cooperating Country shall covenant that, unless A.I.D. 
otherwise agrees in writing, it will: 

a. make available, or cause to be made available, adequate 
crop production credit to Project participants through the banking system. 
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b. make a capital contribution of at least $1 million 
equivalent in lempiras to the Central Bank for use in the special line of 
credit established under this Project. 

c. for a period no less than ten years maintain the investment 
credit fund at a level no less than equal to the amount contributed thereto by 
A.I.D. and out of its own treasury resources, returning all reflows of 
principal plus interest charges not otherwise allocated thereto, and actively 
promoting and allowing the banks participating in the program access thereto 
for relending in accordance with the Project. 

B. Negotiating Status 

This Project has been developed jointly with IHCAFE. Employees of 
the Research Unit have worked side by side for several months with A.I.D. 
technicians to produce the technical analyses and conclusions. The Executive 
Director has been at the service of A.I.D. representatives in designing those 
aspects of the Project which interface with other Ministries or entities of 
the GOH. The Project has been discussed in d~th with both BANHCAFE and 
BANADESA whose enthusiasm for the Project is hIgh. In addition, the Ministry 
of Finance and CONSUPLANE are up-to-date on the design of the Project. The 
terms and conditions as presented in this paper have been fully discussed 
with, and are acceptable to the Ministry. See letter of application in 
Annex E. 
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broader obj~~tive to which ~oal tarRet~: 
this project contribut,·s:· 

To incrCIIse tho incomes and 
quality of life of rural 
fatlll EMil ie=s "hi Ie 
increasing national 
production 

PROJECT PlUU'OSE: 

To mitiga=e the impact of 
coffee ruI! on small coffee 
producers by assisting as 
M3ny of thai as possible 
to increa.e their pcLds 
50 as to be aJle to afford 
rust control measur€s th~reby 
allowing ~~ to increase 
their re~ !ncOli1~ 

OOfPUTS: 

1. I1K:AfE" 5 .. bi Ii t)' to 
re~-pond to sr.u\l fan.ll!r 
nec<.ls stungtbcnC<!. 

Average inconc of fann families 
working less t~1n 10 has. of 
land increases from $ 
to $ (relll ll'""'ol"l-=a""u"""'" 
by 19_, 

Increase of 6.5' in real value of 
Q)P by 1985. 

Conditions that will Indicate 
purpose has been achieved: End 
of project status. 

1.1. Productivity per ha. increased 
fran 8 to a minimum of ZS quintals 
leaJing to a production incre=ase of 
3~,OOO qui~tals on 1,~OO mantana, 
,;hich eOlter the techr.iiication progrllll 
b)' the w~ of 1983, with co:rrnensurate 
incOlil~ Increases for producers. 

1.2 By 1986, a totnl of 6,000 
manZAn:lS "'iii experience sOIiIe 
increase in total production 
based tq>~n l'eJr of 
entry into the Proj~ct. 

1.3 Credit availa~ilities for 
smaa f3r:~er investment cease to 
be a constr~int for tcchnification 
of additionll land by 1986. 

1.4 Success of program wi 11 attract 
4COO m:l:anas into lin e'p:llldod 
technlficOlt Ion proKrnm by OOPS 

H.1gni tude of Outputs: 

Natl~'l Aarlcultural 
statlstlc:s. 
llI'.AFE Records. 

Project evaluation 
and records. 
UICAFI! record, 
and report'. 

1.1. $1'1.111 coffee f",,,,-; heinR Project rCI'orts 
sl!rvlceJ tw I!C\FE :\'Id acliLt anll eV.:Ilu.1tions. 
Insti rur ioi15 in.:rc:lsL'J 
to 3,000 JIlJ eont inlles to IIK'ME records. 
lncre.1s~ hy 10~ per year. 

1.2. 'of ~1n.111 f.1rmcr~ rflt:"lvlnp, 
trllininu fr~.:a IIko:.\l'J: eHcn~ Ion lIor~urs 
incre:lscJ b~ 3,000 O\'cr life 
oC Projc.:t. 

The worlrl market price of 
c:offel! remains ~I,fficienrlv 
hlRh to eO:lhle most ~~1l1 
c:offee farmers to incr~,,~e 
their prodt~tlon levels i~ 
view of coffee aRrecnl(,'lt~. 

The fllna !{ate Drice "~i/l 
for non' coffee crops rloc~ 
not filII below a'real lQ79 
level. 

Other Income·RCnp.ratine 
activities of all 
positively IIffect rurOll 
family income. 

AsSlIlIPtions for :lclJievinq 
purpose: 

No major natural or man-marll! 
dls3~ters other tho1a rll~t 
and hroc~ a~ver5clY OIffeet 
coffee production. 

The farm Rate price 
for non-coffee Norl'let, 
does not sl1stain 
itself at a price l\'o,iclJ 
gives a hetter rctl/PI to 'lop 

511\0111 flll1~e=r than coffer.. 

A.~~ll'1ntlons for i1clJievjn~ 
outputs: 

ClJII/IIIC.AfJ: cOl'ni t~lIc"t t·, 
sm.lll cl')ffl'r. rrodllcf'r .. 
rcm.1in~ h":". 

Relative mar~l'r "ric~. rn. 
tC.:!1I1i1:al I'ro.hlcr JOI1 

Inl'ut~ 11" nl')t 
c',a"'t~ ~lIh":"'tiallv. 

Proiect Inrll" .,r" rr,,\·i.!t·.' 
on :I t im'~l v ha~i~. 
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2. TI.'ClulOlollY Inqlrovcd' 
at f,,1'11 lcvcl. 

3. M.'lIulgernent 
c~pabllitles of small 
farmers strengthened. 

4. Viable, self-sllstaining 
creJit s)'stc~ for SII1311 

coffee farmers cstablishtd. 

INPlJfS: 

1_ Credit Fund establishcd 

2. Training ~rovided to 
coffee extension ",ol'kers 
and credit managers. 

3. Cc:xrmodi tics. 

4. Technic"l assistance 
for training, rcsenrch 
and credit activities. 

5. Extcnsion workers 

6. Evaluation "lid Audlu 

.' 
~ .1 

2.1. N •• dll:r 'of lIan:l1nall l1!1inll 
DlCrc prOtlllctivc V:1Tietics Incre3soo 
to 6,000 over life of Vroject. 

2.2. Nllnhcr oC .-"nz:m,15 
of Carmer coCCec Innd tr~1ted 
with Certllizers increascd by 
6000 mzs.by en~ of Project. 

2.3. Numbcr oC m.1n:ana!l pest contr~
practices Incrca~cd by 6000 mzs. 
by end of project. 

3.1. Ar.Iount oC (ann area anploylng 
ir..jJ\'o\'oo cui tl vat 1011 practlcDI 
I~rensc~ hy 6000 mZI. 
by end of project. 

3.2. Arnt. of area employing 
advance prunin~ techniqucs 
incrc·'1seJ by 6000 ClZS. by 
end of project. 

3.3. Al1It. of area 
incrcasing/decreasing s~de 
tree ca~~?y to optl~um level 
Increased by 60VO mzs. by 
end of project. 

3.4. Arnt. of area 
Increasing/decreasing per hectare 
plant pcpulation to opti~un level by 
6000 ~:s. by end of pr~ject. 

4.1 By 1!l8S, nflOliS bt:gin to 
fin~ncc credit Cor ~'111 coCfee 
grol.'Crs bllyond original putlclpllntt 

Impl~cntatlon Targets 
(T)1>e and ~ntity) 

1.1. AID $8,000,000. 

1.2. rot! $2,200,000. 

2. ). AID S 296,600. 

2.2. QJH S lZ,OOO. 

3.1. AID S 440,720. 

3.2. rot! S 6,975. 

4.1. AID S 550,000. 

5.1 GUH $1,386,000 

6.1 AID S 125,000 

'.' , 
! 

AID Dishurserncnt recorcls 
and audit reports. 

ANNEX A 
!'age 2 

,\.~~lrptlor.1\ for Provlr"nil 
Inputs: . 

- PrlJ,iecr nl)t"oori zeri ,1nrl 
:lmt's allotter'. 

- Proje;;t alZreCl'lenr cxt'cllteri. 
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HO'J THIS ?iW.1ECT n~Lf.1't.S (,\, -ro t!ttUP.O[R ia~SIU:j ~llD Gil" 
STHATEGIES fOil "Ginc~t:iuni:: SECTOil :.:10 fOn .il'1i'i:O 'J~~CI:T Of 
S:~AlL FMti.jlR OELI~~RY s,:,£n. :~~ . AULI un 10 "G Z:'CTO~ 1:. 
A(jRJCULjU:~E iiC::;:::~:ol.CH . AilO ::ii'!ALL il\nl1EH n:C);:iOLC.I,jY PMC'J:::CT'i. 
FOR EXtlH?Li::, TO '.:;IH Di::Gi(i::: WILl. fnOJ:..ct Il1t,;lli(i'u.l.Hi:: 
RE5t:AJ1Cl't/:::~ :t::l510 :1 ,\CCO:1t'LlSrt;',EfI::.i :J!li)r.rl IHE:;;" :::'lri£rt PIW
JEt,S. r.SPE~:.'LL\' C'~r;cEkt:I:;G FO\)~ ?riu';:J:::ll:)il ,V~TlVl:I't::'l c., 
PAi':'ilCU!..:.R C:);I C:::IIII IS OJU Oi!:lRt. "I'1l,\T pi:CJ!:C1 3£ Si:.:"11 ,\::. 
PART OF'LO/ic,n: TE:!iN E"UHT 10 1I'1f';.aVE Si'i.1LL F:.fli1En :::r.,)i1:. ... 
AIm tlOl {1!:nELY SHOrll.Ti::Il;'i "i::SPO::!>E ;0 1l1~::::r.l;.u CCfiLi: fl:.::;i 
i,tlERGt::ICY. .'~~3!.m: :j'j ltif\'j hiOJ"CI ;£ fA""T (: !..tJ ~iGi:.i1 If.l 
311~1\5, IT S:WJ LU Al'lW?T 10 DI:.V,-LCf ,', 5Y')jc:.", ':tll':: ;1 .;!!..t 
lA f{ t: p:1aCE.;,'; at:YO;jO S,eC);) O!HCT FnC.:t.:CT ::::"~ FICI':'ri!~: :-;. i~1 
Ont'Elt TO DE.11~:I.':iHuTE TillS U/tlG:'n T::.RI1 C:'P;.:::"t'I' . ?P :.;H:)LiI_i~ 

" SH(I'': IHI\T f\r.DITI0i4,\L C": (Cd, '.:1I ,L. D~ AV.\ILASl,:. AFH.~ ;'I,;I.'..:,-C1 
TE.RI':tIl'\T10~. pp F'lU;,t~CUL HAN ::'H..:ULD TH .. r.l:n:..,tt: ~t.' C"h:;:l!.! 

bHOtlO E,\:( fl'.IE OF' p~UJEC1. :.IE ·.'au!..!! t:X?I:.':! TO ~t.t. Ol)~: 
CONIHJJ'lUTla:IS 10 MEk:1 l- Ht:~i:: CH:.DIT itt:QU1R£.~i.rn~. 

f\. FEASI0ILllY. tIP UILL NlE() iO lIICL:Jl't. (l~l(I. I\..EU !.iC::i;.L 
A: I~ ECO;le!-i l': (I::f.LY~t.S 'J !IIC ti OEl·la~;S';~ATi. f::,\SltiL;l'! (I~' 
SUGG£:iTt::D ni.IIO\'!.TIO~ PkUCHVl . CI\:I A:W .... ILL :'\"i:.Ht,G~: ~,~I "L.L 
f,\~ ;'j t.H Ll\'l:h .. Ull ;·j;,HGIN ~F n tl AilCIAL v~r.::lt 1';\' {\C.C:.t'i h:::,. 
AllO IIlC lt COS'[ 0; hc.lIO·,'.1110:: TO ?Anl1C!i-/'\u. I~I F-110 .. : .. ;.:11 ; ;; 
lC:U;:0:11C A::.\:."~;IZ, 1I1S::I<J;: :';HOUL~' CUt::ill,r.h "'1.li:.f';:l;:';l\'· I.~ ~'; 
PiiOFIT ;1.\;-.!,'di:.-,'!IU:: l'llI.I:!. USrl' I:i PIU 10 ~"I\~l l'.::: ~ ·: : ·\LL 
'f\I!I.:ft-! ! lIC',iIV:::;;, N,\m.!..Y, i·'uU~I. :i ilf,;;,.!) ~1:1 t',, ;:.,; ~J.L;:''t i.; .:" 
itl~): ,'11111 :::U.l!O:: . AL~O, PIli It : IJl!.::.i~:o 1~ ,\'1 ~l:.:;'r ~;1:'I..L 
crn,[ rA ilo~i .• 1S I p H. J:i ~~'JlI1 ,H;hJtI~: , ISI" I :'i:.i.' l : :.:;i'J i. ~. pr 
SI ~ ~J~D UI!="O:J~:S :w. O ';in~ .. CIi hIOCULi1:i ',':L L :; ~ "'L~I;:,!"n 1\.1 
t:OI ' E vITIt iHI:; 1'1~:lt: !..i:I'I. 'A L:': O, I'i' ~ IIO;Jl.~· !J1:iCJ':':; ~'L.H~t~ 
10 'JII1CIt t;t.dd: C: f'All j'!!::HS f\H~ miCAtHZ";':. 

c . PI;CjVIS!G::~ TO £ :i~II!(r. WIUI:Srrei.AO U)$iH!b:JT10:1. ~~ IS:;jJN 
SH:):JL\I \.O\.:!- cr.IIt',':iLl.Y .,T ll ;II:.tT!S ,\1:\1 ~' 1,':; 1:> Jr rOl~1 
At'I-'IIO:";: }: ~ ! ; ;: 'J (i~;E~ i~ij !:: rill. ,·.~sC:::i~m~,ln 0;' u~. I:Ui1'i 1o '4\J 
r.,:'I~rs ~.ii;"JL!J i:::: i..'JUE '\'IM .. rSI~ Of TlCIi:i1t:M ... .,V.:.r.!AI 'l:.~ Cf 
Cll::r:i:::.1R!jilJ I;Or'iU; liiJ~l lar.,',ldt.':T~ ,\::1} Jt: ~1:1 'J '!I,~:I :,L 
Cf\I'i.CliY OJ.' I llCi,;'[.· - ~\'O f,\CTI.lH:: \,ItUCIl \"L Lt.t.IL~; ~·!I.L 
~ii(1J f\()"';'~~jf\l;t.!: N' G~:ocH"":i!C C:G:t',:~)l1il.'T1II:1 lii:rl:;';:: ',tli. 
:IECTI\Ut: :.1 ;11;;.11 11::,' 1I0 ... · ~ .. ,:,u, ,:1 U~Ut ; , ,'l,\A/:a:t. !:,:.:·:o:/
sT/lfilill~' t;;~, :;T ~~ . \'vJ {'!r,Y \1l~1I t;i:H,CUI\i(,\H: ,t; 

E.V~Iif\L 
nAll~:1.1IlAtI tNLY 0:4:' 111"11 !il~~ ;./iEl'l. 

.... Clti.Jil CO:'II UI:~ tn. 

~. Iii ~J",m !:l::£NT n~'\'ir.1f.I. Olrr1CII1.1J;;:~ ~:I;;{Jl hlTr,I' LU lIY 
S[VUIAI. "O;;Ullllr.~ Lf.JIl)ltll.i J m';)l l'Ul10I/S, ¥P 5httJI,D I t:CLUC;·; 

................. f""It"ITr.H!n 

-" 

, 

, , 

II 
,I 

II 

1 , 

I· 
I' II 
I' 
} 
I 
! 

.' , 

http:PROC8.0i
http:PHO(Ji.CT
http:foi~tlI.OJ


CJ.ASsmc:A lioN 
DET~ILtO FI~ANCIAL Ah~LYSIS -- ~Hilri~H lVEtlTUAL L~tlOE~ IS 
COrnE t;:\NK ~k nAtlAIJI::~A. ALSll, PP SHuULL SPI:.LL OJl IOTAL 
C~EDIT kEQU!RI::M~"IS OF CLFF£~ kE~u~ArluN PHOUrlA~ AuD 
PNOBA~LI:: ~~jRCES. SP~CIAL ATTE~'ICN ~Hu~LO B~ GIV~N TO 
'JORf.H:G CAP llAL k~a\JIHEr1iurs. " . 

~. PlO IUOICATE~ TH~T 20 PEHC~UT or SMALL COfFEE: FAkMEHS 
DO NOT ~A~£ LAND TITLI:.~ A~D THAT TrilS MAY IMPEDi iH~IH 

,.~lp:ct:,ss 10 CriE!'l To PI' SHO~LO SHi)'. HOO/ llll~ f'HCuLi::;1 'JIL.L L!i:: 
·~~CCJ,'jE. IJE '.Jl:..L :'XP£'C; flH,~ AG!Ii:.!:..~r::III ~IIH-;r.::' Gca 
ENSUiclllG i:ltli THL::p£ :'"tlkl'll:.KS'JILL 1:0T flt: AJTO:1:.11;::\LL.Y 
EXCi-ODEO f"rl:;:1 ?ilOtir:H", -- l.t., 1.'1:. I.'O~LO LlKk: I'P TO ~HO'J 
HOW p~OeL[MHA~ 8E~9 H~~CLV~O, ~ur ~IMPLY A STrleT~~Y 

fOR RESUL~TIO~. ANY ~QH PrlOVI:IOtl~ FO~ SPECI.L iITLE FOH 
SUCH FM::1E:i:£ Ort OBd SPf.CltlL lIilH.\NG£:1ErH5 TO £~IS;JnE 
lHEIH. PARTlCIPA!lOtl SKOI;l.U £II:. DISCU!:iSEO IN PP. 

5. COH'EE PiWD:JCTI 011 FOk SMALL f·ARMEH5, PP SHUULD 
-DISCUSS AD~~~ACY OF 5~?PO~! StSil:.MS F~R SMALL COFFEE 
rAHH~~S· -- E.G., CSE~:r, ~UrlS~rl:ES Fan NEIJ PLANTS, STORAGE 
AND ~r.YIt;O fACIUlIC:S, "C!L AI.:,,:,,y~!S, ArlD,MARKt:TING. ALSO, 
f'? SHO:,IL~ !HSC~ISS T:11:: p;rf\;;i I;(j Or r:Or"FEt: HEPLA:IlIrIG ON 
lUDJVIDU~L F~H~S. J~ L~OKI~G ~T Ti::Crl~ICAL A~D F~~SI~ILITY 
r~SUES, fl::co:l.':r/!~ 1'II:-'S:OIl D;:~'J ~POII ~Xr'EHIHCr.: ""l) CO:I:lJLT 
[VAL:!A1IIJ:i:) G: SII'lILA~ L':iAILJ/H~lT! PkOJt.CT, FOn :)i1HLL r~r.i1 
COFFEr. ?P'O~(IC:'R~. {Si,,~LL F :'\,~~::H Li::VELor:1~:I;r. 5;': l-Z:!7 3). 
A3 t.PFi,ui-X!l\ii::, Ii \"'OJL~ a:: JSU'''L fOf( PP TO CIT::: :-{O',J 
LES~ONS Lf~~~EO FRO~ Y~Ii! EXP~RIEGCi H~V~ bl:.£~ I~CO~POrl-
ATED INTO PkVJECI O£S:CN. ' 

fie '1F.LAllUIiS~:P 10 r.uCAP COFfEE ~U::;! Pr.vJI::CT. PP SH'JL'LD 
INCLUDE UI::TA!LEO DISSJ~SiO~ OF ~U8~1~~C~ ~~D T~~ING OF 
LlNY.?C:-S EliT\.'C:C::; IHC.I\Fi AIm I1I:.GIOI;~L COFFEE. jlt:~:'Ari~,~ 
PROOP.f.I'!S. 

" 
7. ~NVlhONi1~~T~L PH~:EClI0N. Prl~JEC! ~H0JLD 13C~UU~ 

ADEt;!UAH FRO',/l:;:CIlS iTA A~:O TRAINIt:G) TO HSURE .1:,iL>ICIOUS 
PESilClrE' IJ~£. S?Erl~L ATE~'TlO:1 SIIClJl.D E:: OlVE~1 Te 
STRC:CGiH~NI~n !HCAr:'s FA~~-LE~FL r~A!~J~G. PRIOR Tn 
PRaJ[CT AUTh0~IZ~iI0~. ~:~~JC~ S~~ULD SU~~IT AN E~VI~C~
r:EN".Al ,~SSi::;S~::~;T ~E:.) C~iI:RI t:::; At!.. p~()SAeL[ PE~T!CIDC: 
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SUBJECT: DAEC REVIEW OF REGIONAL COFFEE PEST CONTROL PID 

I.' SUMMARY~ THE UAEC REVIEWED AND APPROVED THE SUBJECI 
PID ON DECEM!3ER 19, 1980. SINC.r: ROC~P DOES NOT HAVE 
AUTHORITY TO APPROVE AGO AUTHORIZE A PROJECT OF THIS SIZE 
AT THE M1SSION LEVEL AND GIVEN THE FACT THAT THE SUBJECT 
PROJECT REPRF.SEtiTS A~ INITIATIVE,TIIAT COULD HAVE MAJOR BI
LATERAl. FIiNUING H1PLlCATIO::S IN TilE IlFGION, IT WAS CONCLUDC'D 
THAT PRIJ,JI::CT StiOUL.D BE REVI EWF.D M!D AUT HOR IZED IN -
WA!-iHIi;GTON. THE FRINCIPAl. ISSUES 
DISCYSSEO RELAi~U TO THE ECO~OMIC FEnSlD!LITY AND 6ENEFIT 
INCIDENCE OF TkE BROADER PROGRAM OF WHICH THIS PRGJECT 13 A 
PART ~ND TO THE RELATIONSHIP OF THE APPLIED RES~ARCH TO 
NATIuNHL PROGRAM$, PARtICULA~LY THE PROPOSED HONDUR~S 
PROJECT. 

2. ECONOMIC ANAL~SIS. FU~THER WORK WILL RE EXPECTED ON THE 
MACROKr"N~MIC A~ALYSIS THAT WAS PRESENTED III THE PID. ON 
THE cvsr ~HDE TliF mSSION SHOULD I)ETAIL THt: nASIS FOR THt: 
ESTIMAi~D lNVESTMENT CO~T PE~ MANZAN~ 1ECHNTFIEI). RECURRENT 
COSTS OF RUST CONTPOL ~EASUH~S ~11H AND WITHOUT IECHN1FI-
CATIONShJt:LD Be EXPl.lCliLY I::CLUDE;:;. ON T1IE BEN:::FIT SlCL~t 
corJC~i!ii Io'IiS Er.PRE£~i!.::l TH"I C(\MPL~TE PI1f.VENTION or PRODIlCTION 

1.0SSES IN THE RI::GIOtl, WAS INCLUDEC AS A BE~:E"'IT, wHERr.A~ 
ONLY 17 PE~CE~T OF COFFEE LANDS WO~LD BE T[CHNIFII::D UNQER 
PRESENT PLANS. THIS DOE~ NOT ACCO~D WITH OUR APPRECIATION 
OF THE InFFICULlY or L.lMITING RUST LOSSES. GIVEN THE 1.0:IG 
PI\Y (lACK Ft:RIOD AND THE HJCH I1HTlAL INVESH1ENT COS'iS, THE 
SE~SlTIVITY OF THE REVISED BIC. RATIO TO DISCOUNT flATES 
HIGHER THAN 10 PERCENT AND LEVEL~ OF EFFORT LOWER 1HAN 
THOSE rnOJECIED, SHOULD BE EXAMI~ED. A FARM-L~VCL MJCRO-
ECOI;OMIC A ~!"L 'fSI 5 \,' Ill. ALSO BE' EX;.';:CTE~. 1111 ~ AIlALYSI!i 
SHOULl> INDICATe: HE CCN[)ITIONS UtlUER ~'HICH lECiiNIF jCATIOI~ 
AND THE HIGHE~ COSTS of IWST CONTROL WOULD L1KEL.Y bE' 
ECONOMICALl.Y AND Fl~ANCIIILL~ FEASIBLE FOR THE PROJECT"S 
TARGET Gnour. 

~. BENEFIT INCI~ENCE. QUE5TION$ WERl RAISFn AS TO lHE 
LIKELY l~pnCT THhT THIS PROJECi ~OULD HAVE O~ SMALL 
COFFEE CHOWERS IN THE REGION. THE PROJECT ASSUM~S NATIONAL 
ElITENSJON PRCGRAMS WILL S~RVICE THE SMAll, GRO~FHS. AIm 1I1AT 
THEY CAN BE MOTIVATED TO tECHr!IFY. THESE ASSUMPT lO~!C; WILL 
NEED TO BE CAREFULL~' EXAMINED IN nE SOCIAl. AND Hcat/ICAL 
n NflLYSES. 

~!!!.-- 4 AD,;PTIvr RESrAHCH FOR HC1:N1F:Cf\1l0N. THE HONDURAS 
~;};-- AND ROCflt' PIDS APPI::AR TO OVERlflf' I.'ITH P.EGARD TO ADAPTING 

[IF.!.lVERY I'iETHOlJCJ!.OGIES Acjfj H.ClIl~OU)GY PACKAGES FOR TilE 
Ji,ijl-I,- SMf\LL FAR!'l,t'.k. IT iliA!; tiGrlEE[\ TlIf,T THIS PI',RTICLlLAR ACT1'!lTY iiriIj:,-, -
-,i,in-';- l~ O~' CRITlC"L HIPORTANCF.., CUT IT ~IAS UNCLff\H AS TO 
------ WHt:THEk IT 15 1t,0P.E APPROPRIATELY CAflRll::D OUT HEGIOIIALLY 01; 

IIG IlATIO:lALLY, on WHAT TilE AP?IiOPRIATE DIVISJON ~1I0ULn liE. IT 
.:1;(; IS f.Y.PECHD THA1 nOCAP WILL F.XPlO~t: THIS flOUn IN MORf: 

em,r-- DE111IL WITli THE MJSSiJllS. PARTICULARLY 1I0I,!JURAS. TI~E PP 
~R_ SHOULD lIJCLUOE A CI:lCU5SION OF HOW Tltl:: Rt-:CiIONAL ANDIIAlION-
~)C ____ i AL t'HOr:;RAM£ REI.ATE TO ONE ANOTHr:1'l WIlH HEar,RD TO ACllVITlF.~ 
'mn·)V~ TO BE DCJNt. IINDSIl EA{:~ ANtJ I)EGRE.E OF OVERLAP, IF' ANY. 
CII!lOll 
-p--- ,/ 
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'~. AVAILABILITY OF INPUTS. ASSUNING THAT TIlE NATIONAL 
GOVERNME~TS DO DEVOTE THE REQUIRED FINANCIAL RESOURCES TO 
~MBITIOUS TECHNIFICATION PROGRAMS, THE PP SHOULD EXAMINE 
~HETHEH OR NOT THERE ARE CONSTRAINTS ON THE OTHER INPUTS 
REQUIRED, SUCH AS FERTILIZERS, PESTICIDES AND SEEDS. ALSO, 
THE SUPPLY OF AND DEMAND FOR LABOR DURING THE VARIOUS 
PHASESOF TECHNIFIED COFFEE PRODUCTION SHOULD BE ANALYZED. 

6. RELATIONSHIP OF VERTICAL PEST CONTROL PROGRAMS. A 
VARIETY OF PEST CONTROL PROGRAMS ARE ALREADY UNDERWAY IN 
THE REGION. THE PP SHOULD DISCUSS THE RATI0NAL~ FOR 
CREATING ANOTHER VERTICAL PROGRAM VS. A MORE, INTEGRATED 
'PES.! CONTRO.L PROGRAM FOR .OTHER THAN JUST COHEE AND HOW 

THE VARIOUS VERTICAL PROGRAMS WILL RELATE OVER THE SHORT 
AND LONG TERM. 

7. PROCUREMENT WAIVER. PP SHOULD INCLUDE JUSTIFICATION 
FOR 941 WAIVER TO PERMIT PROCUREMENT OF ESSENTIAL GOODS 
AND SERVICES FROM PORTUGAL AND BRAZIL. 

8. fY 61 FUNDING. THE PID REQUESTS DOLS 400,000 IN fY EI 
FUNDING, UHEREAS THE OYB AMOUNT IS DOLS ~50,300. W£ 
UNDERSTAND THE ADDITIONAL AMOUNT,IF REQUESTED IN THE PP, 
WOULD BE TAKEN FROM ELSE~HERE IN THE OYB. 

9. PROJECT DEVELOPMENT. FOR SOCIAL, ECONOMIC A~D TECH
NICAL ANALYSES, IT IS RECOMMENDED THAT ROCAP AND HONOURAS 
MISSIONS COMBINE EFFORTS. IF NEEDED,TDY ASSISTA~CE FROM 
AID/W SHOULD BE ~EQUESTED AFTER BOTH MISSIONS HAVE 
DETERMINED WHICH PORTIONS OF ANAL~SES ARE TO BE DONE IN 
~OMMON. MUSKIE 
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SEORETARIA DE HACIENDA Y CREDITO PUBLICO 

REPUBLICA DE HONDURAS 

Tegucigalpa, D. C., mayo 8,1981 

Senor 
JOHN R. OLESCN 
Director Agencia para el 
D:!sarrollo Internacional 
Presente 

Sefior Director: 

N9 0 CP:-0480 0 • 0 0 

C&R~ 

En narbre del Gobierno 'de la Repablica de Honduras, por este medio 
solicito finan~i.amiento para U'1 Proyecto de Mejoramiento de los Pe
queiios Cafeta1eros por 1a cantidad de 1B$ 9.550,000.00 

Com:> es del conocimiento de 1a AID, la Roya del Cafe amenaza con r~ 
ducir severa:mente 1a producci6n de cafe en nuestro pais durante los 
pr6xirro3 aiios. E1 caf~ constituye el 27% de las exportaciones del 
pais y proporciona una fonna de sustento para 45,000 pequei'ios agri
cultores; por ende, su importancia a 1a eccn:xn1a nacional es signi
ficativa y una p&dida entre U'l cuarto y l.Il medio de nuestra prooU£ 
ci6n anual ser1a devastaoora. En' consecuencia, es de 1a mas alta -
prioridad para el Gobierno de lbnduras que se disefie y ej ecute una 
forma acertada de contro1ar 18 Roya del cafe. Es de particular irn
portancia, por razones socia1es en este m:mento de agitaci6r. en Ce!! 
troanerica, que e1 pequef¥:? agricultor, con una extensi6n de una a -
diez manzanas de cafe, sea inc1u1oo en U'l nuevo sistema de produc
ci6n, mediante e1 cool pueda mitigar los efectos de 1a Raya. 

E1. Instituto lbndureiio del Cafe, IHCAFE. ha desarrollacb un progra
ma para la tecnificati6n de 1a producciOO cafetalera basado en e1 ~ 
so de variedades rejoradas de cafetos samrados con mayor densidad 
por manzana. aunento en 1a aplicaci6n de fertilizantes y otros ins~ 
DDS acop1udos a1 control de 1a soobra y de ser necesario I rociado -
con c10roxido de cobre para contro1ar 1a Raya. Puesto que 1a Roya 
ya apareci6 en l-kmduras e inevitab1emente se propagar.1, no se puede 
depender de las medidas de erradicaci6n y cuarentena para proteger 
al sector de prodlXci6n cafetalera; ninooUn esquema mas que e1 sist~ 
ma de tecnificaci6n del lllCAFE parece 10 suficientanente proIretedor 
para as~gurar su inversi6n en este m:Jmellto. Por 10 tanto, e1 Gobier 

http:9.550,000.00
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no de Honduras se ha cooprometido con e1 programa de tecnificaci6n 
del lllCAFE. 

En vista de que los grandes prociuctores de caft! en l-bnduras tienen 
acceso al credito y la asistencia tecnica necesaria para tecnificar 
su produccWn, el programa. para el cual e1 Gobiemo de 1a RepUblica 
de Honduras por nuestro medio esta solicitando financiamiento por -
parte de 1a AID se c:oncentrara exclusivamente en 105 cafeta1eros pe 
quefus y medianos 0 sea aquel10s que tengan entre rna y diez manza=
nas de cafe y devengan por 10 IlElOS la mitad de sus ingresos de es
ta cosecha y que actualnelte est&! produciendo menos de 15 quinta
les por manzana. 

A fin de 10grar que el programa de tecni4=icaci.6n llegue a este gru
PO. se tendrA que atrnaltar y fCJrta1ecer al IHCAFE carro agencia de -
extensi6n para que sus extensienistas puedan rea1izar 105 contactos 
necesaries con los beneficiarios proyectacbs; adanas. 1a tecnifica
ci6n requiere de \.I'la inversi6n grande en 1a finca cafeta1era. y ti~ 
nen que pasar varies aflos antes de que e1 rendimiento correspondien 
te del cafe sea cosechado. En consecuencia. se requiere de una iri.=
versi6n en cr~ito para el pequeiio cafetalero durante \.m periodo -
hasta de siete afios con un periodo de gracia basta de tres anos pa
ra pennitir que este grupo se tecnifique. De no existir dicho cre
elito. el pequefxl produ:tor tendra que abandonar el cafe cuando 1a -
Roya ataque sus cafetos, am cuando la recompensa a1 esfuerzo de -
tecnificaci6n despu.l!s de los primeros aiios no productivos es bast8.!!, 
te alta. 

Se ha ca1cu1ado que 1a primera vuelta de recursos en prestarros con 
cargo a1 foncb de inversiones en tecn1ficaci6n del Proyecto benefi
c1aria a 3. 000 p~s cafetaleros en Areas afectaCas por 13 Roya, 
y que los nuevos prestam::ls con cargo a las recuperaciones del fondo 
de inversion • mAs las contribuciones adiciona1es a1 miSIlD, ade.nas 
del fortalecimiento y expansi6n de 1a capacidad de extensi6n del -
mCAFE pennitiran una movi1izaci6n de recursos mucro mAs amp1ia del 
Proyecto hacia otres benficiarios. 

Es imperat~vo que este programa de tecnificaci6n del IHCAFE comien
ce pronto para que las exportacLones y los ingresos del Estado no -
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sean disminuicbs durante los pr6xiIoos afios corm resul tado de 1a Ro 
ya del cafe. Por 10 consiguiente, e1 Gobierno de Honduras solici~ 
ta que el financiamiento de la AID par US$ 9.550,000.00 sea disponi 
b1e 10 mas pronto posible para este Proyecto. La. asistencia soli-
citada de la AID financiarA las siguientes actividades: 

Asistencia t~cnica extranjera a1 ffiCAFE l.S$ 550,000.00 

Apoyo al programa de extensi6n del ffiCAFE 1.000,000.00 

Cr~dito de tnversi6n en tecnificaci6n para 
pequefios cafetaleros 8.000,000 . 00 

US$ .9,550,000.00 

CaID contraparte del Proyecto, El Gobiemo de la RepUblica de Hon~u 
ras proporcionarc1 10 siguiente: -

CDstos adiciona1es del IHCAFE para e1 Pro 
yecto L. 4.600,000.00 

CDstos adicionales de proporcionar cr~di.-
to de inversi6n para caf~ C BANADESA Y -
BANCAFE ) 2.600 , 000.00 

Contrihuci6n del GobietlX) de Honduras a1 
fonck> de inversi6n de caf~ ( 1983-1986 ) 2.000..,-, 000 . 00 

L. 9.200,000.00 

AdaMs, el Gobierno de Honduras harA disponib1es los recursos del 
pr~staao de AID a las entidades participantes sin requerir el reig 
tegro del capital; sin Brbargo, en aquella porci6n de los fondos -
de AID utilizacbs para e1 programa de cr~dito. el inter~& cobrado 
por la AID se pagarA del inter~s cobracb por los prestaIIDs de in
versi6n. Por otra parte, el Gobierno de Honduras proporcionara, 0 
velarA porque se proporcione a trav~s de las instituciones partici 
pantes, cualquier cr~dito de producci6n a corto plazo que pueda ~ 
ser justamente solicitacb par los recipientes de los subpr~tarTDs 
de inversi6n del Proyecto para permitirles hacer uso de los misnos 
subpr~taroos de inversi6n. El cr~dito de producci6n puede derivar 

______________________________________________________________________________ 1 
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se de los cr~itos del Banco Central de Honduras, los recursos nor 
males de los bancos ~icipantes, 0 pr~stamos de otros donantes u 
otros bancos. 

Fina~te, el Gobierno de Honduras harA aquellas contribuciones a 
dicionales de capital al fondo de cr~dito para inversi6n en tecni=
ficaci6n que sean necesarias para mantener el fondo a un nivel no 
inferior al total de las contr~.buciones de la AID y del Gobiemo -
de Honduras, anterionrente rrent ~ionadas . 

Tmams la seguridad de que la legislaci6n actualr:1ente pendiente -
de aprobaci6n en la Asamblea Nacional Constituyente y que permiti
ra a los pequefios agricultores que ahora producen cafe en tierras 
ejidales 0 nacionales canprar dichas tierras y poseerlas en domi
nio absoluto, entrara en efecto y ejecuci6n a finales de este ru~o, 
ya que el proyecto de ley tiene el apoyo de los partidos politicos 
tradicionales y las Fuerzas Armadas de Honduras, tal legislaci6n -
proporcionara una soluci6n permanente al problema de t1tulos de -
propiedad para los cafetaleros; mientras tanto, la ausencia de di
cha legislaci6n no ve-.ndrA en detrirnento de 1a ejecuci6n del Proyec 
to. Los subpr~starros a ser realizados bajo este Proyecto seran m 
versiones favorables a largo plazo, para los bancos participantes-: 
en el pasado han dalDstrado que pueden encontrar y efectivamente -
mcootraran otros tretodos de adquirir seguridad colateral para sus 
inversiones; es mas se puede asegurar que el llICAFE esta dispuesto 
a garantizar los prestamos hechos por los bancos participantes a -
los pequefios agricultores sin t1tulos, de ser necesario corm se ha 
hecho con frecuencia en el pas ado 0 

Con respecto al monto del financiarniento solicitado. el Gobierno 
de Honduras, consciente del creciente costo del servicio de la deu 
da publica que enfrentara· en los afios venideros, solicita que la ::
AID haga disponible cuanto s~ posible de su participaci6n f~
ciera en el Proyecto con caracter de donaciones no reembolsables . 
Tma11Js entendido que las estipulaciones de prestam:> por parte de 
1a AID para Honduras, cerro ordena la ley, sefialan que la arrortiz~ 
ci6n se harA durante 40 afios a partir de la fecha del primer dese.!!. 
boIse con un interes anual de 3%, si~re que haya \.11 periodo de -
gracia de 10' afios para el pago del capital durante el cual se co-
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bra un inter~s del 2%. 

Aprovecho la oportunidad para reiterar1e las rnuestras de mi conside 
raci6n y aprecio 1MS distinguida.. -

/ream. 



BANCO HONDURENO DEL CAFE 
TEGUCIGALPA, D.C., HONDURAS, C.A.. 

IANHrAFE 

8 de abril, 1981. 

Senores . 
AGENCIA INTERNACIONAL PAM. EL DESARROLLO 
Embajada Americana 
Tegucigalpa, D.C. 

At.: Sr. Charles Oberbeck 

Estimado senor: 
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Como ya debe ear de su conocimianto, al Banco Hondurano del Cafe 
ha expre8ado inter's en participar en al "Programa de Credito para 
Contrarrestar el Problema de 1. Roya del Caf'''. 

Al respecto tengo el agrado de informarle que nuestra Junta Direc
tiva, en Sl sesion del d!a 7 de los corrientes, bajo e1. tema "0tros 
Asuntos", ratifico el intares de la institucion en participar en di
cho Prograrna. 

En vista de b anterior, por este medio est~Ds cornunicando10 oficia1-
mente a ustedes, poniendonos a sua apreciab1es ordenes para cua1quier 
informacion 0 ac1aracion relacionada con las actividades de este Ban
co. 

Sin otro particular, expreso • us ted la8 mua.tras de mi mayor consi
deracion. 

MUy atentarnente, 

BANCO HONDUREGO DEL CAFE 

... ROberto Valladares B. ~ 
Presidente Ejecutivo 

N'AIITADO POSTAL No. N~, TILl" No. 1271 IAHHCA,I HT. nu,ONOI: 2204210 2204211 
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Tegucigalpa, D. C. 
8 de mayo de 1981 

TII:GUCIQA .... "'. HONOU"AI, c."'. 
PRESIDENC:IA EJEC:UTIVA 
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D--j~! Senor . 
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,:'. :,'; , Director 
r.' ~JOHN R. OLESON 

(~.,.. ,=- . Agenda Intemacional para el Desarrollo (AID) 
" Embajada Americana 

---- Ciudad 
• 

H~> 
IC·.~~-= Estimado senor Oleson: 
T' • 
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F.EAD ::r. __ l/_ 

Como es de su conocimiento el 29 del mes de abril pasado tuvo lugar 
una reuni6n en las oficinas de este banco~ en 1a que participaron 
personeros de esa Agencia, del Instituto Hondureno del Caf~ (!HCAFE) 
Y de BANADESA, para discutir aspectos relacionados con e1 proyecto 
de pr~stamo para el Programa de mejoramiento de pequenas fincas de 
cafe, para el cua! se han iniciado negociaciones. SegCin westro en
tender, la participaci6n de Banadesa abarcaria los siguiente aspec
tos: 

= E1 banco recibiria las solicitudes de cr6dito y Ie daria el tr§
mite correspondiente. 

= Mantendria los registros pertinentes. 

= Se encargaria del cobro de los pr~stamos. 

= Rendiria los info~es que permitieran conocer el desarrollo del 
programa. 

Entendemos que Banadesa no tendria responsabilidad en el pago del 
pr~stamo, ni en 1a elaboraci6n de los planes de inversi6n, valua
ci6n de las garantias, control de las entregu,s u otras labores en 
el campo. 

Por su participaci6n el Banco percibiria una comisi6n que tentativa
mente se ha propuesto serra el 4\ sobre e1 monto de los prc$tamos ma
nejados. 



.;. -

BANCO NACIONAL DE DESARROLLO AGRICOLA 
T.GUC'GALPA, HONOU"A., C.A. 

PRESIDENCIA EJECUTIVA 

- 2 -
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Por este medio, estamos manifestando nuestra intenci6n en el senti
do de que en principio el Banco aceptaria participar en el programa 
en 1a forma propuesta. 

Sin otro particular, me suscribo del senor Director con toda consi
deraci6n, 

Mly aten 



ANNEX D 

DRAFr PROJECT AlJ'lHORI ZATION 

Name of Country: 

Name of Project: 

Number of Project: 

Number of Loan: 

Honduras 

Small Farmer Coffee Improvement 

522-0176 

522-T-

1. Pursuant to Section 103 of the Foreign Assistance Act of 1961, as amended, 
I hereby authorize the Small Farmer Coffee Improvement Project for Honduras 
(the "Cooperating Country") involving planned obligations of not to exceed 
Nine Million United States Dollars ($9,000,000) in loan funds ("Loan") and 
Five Hundred Fifty Thousand United States Dollars ($550,000) in grant funds 
("Grant") over a five year period from th~ date of authorization, subject to 
the availability of funds in accordance with the A.I.D. OYB/allotment process, 
to help in financing foreign currency and local currency costs for the project. 

2. The project ("Project") will strengthen the capability of, and expand the 
coverage of the extension service of the Instituto Hondureno del Cafe (IHCAFE) 
and will increase the availability of investment credit for project 
beneficiaries who will participate in IHCAFE's coffee technification program 
designed to mitigate the impact of spreading coffee rust in Honuuras. 

3. The Project Agreement, which may be negotiated and executed by the officer 
to whom such authority is delegated in accordance with A.I.D. regulations and 
Delegations of Authority, shall be subject to the following essential terms 
and covenants and major conditions, together with such other te~s and 
conditions as A.I.D. may deem appropriate: 

a. Interest Rate and Terms of Repayment (Loan) 

The Cooperating Country shall repay the Loan to A.I.D. in U.S. 
Dollars within forty (40) years from the date of first disbursement of the 
loan, including a grace period of not to exceed ten (10) years. The 
Cooperating CO~ltry shall pay to A.I.D. in U.S. Dollars interest from the date 
of first disbur~6U~"t of the Loan at the rate of (1) two percent (2\) per 
annlE during the first ten (10) years, and (ii) three percent (3\) per annum 
thoreafter, on the outstanding balance of the Loan and ~ .. any due and unpaid 
interest accrued thereon. 



b. Source and Origin of Goods and Services (Loan) 
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Goods and services, except for ocean shipping, financed by A.I.D. 
under the Loan shall have their source and origin in countries that are 
members of the Central American Common Market or in countrie~ included in in 
A.I.D. Geographic Code 941, except as A.I.D. may otherwise agree in writing. 
Ocean shipping financed by A.I.D. under the Loan shall, except as A.I.D. may 
otherwise agree in writing, be financed only on flag vessels of the United 
States or of countries that are members of the Central American Common Market. 

c. Source and Origin of Goods and Services (Grant) 

Goods and services, except for ocean shipping, financed by A.I.D. 
under the Grant shall have their source and origin in the United States and 
countries that are members of the Central American Common Market, except as 
A.I.D. may otherwise agree in writing. Ocean shipping financed by A.I.D. 
under the Grant shall, except as A.I.D. may otherwise agree in writing, be 
financed only on flag vessels of the United States. 

d. Reimbursement of Expenses 

Upon compliance ~ith the relevant Conditions Precedent to 
Disbursement by the Cooperating Country, A.I.D. may disburse loan funds ·as 
reimbursement for otherwise eligible costs of nursery credit provided that 
evidence that such costs were incurred subsequent to May 1, 1981 is furnished 
to A.I.D. in form and substance satisfactory to A.I.D. Loan funds as 
reimbursement for investment credit and other eligible costs and grant funds 
as reimbursement for technical assistance and other eligible costs may be 
disbursed subject to compliance with the relevant Conditions Precedent to 
Disbursehlent by the Cooperating Country, provided that such costs were 
incurred subsequent to the first date of obligation of funds. 

e. Conditions Precedent 

(1) Prior to any disbursement, or the issuance of specific 
committment documents under the Project Agreement to finance the credit fund, 
the Cooperating Country shall provide to A.I.D., in form and substance 
satisfactory to A.I.D., evidence that an administrative agreement deliniating 
powers and responsibilitiesfor credit fund administration has been signed by 
the Mlinistry of Finance, the Central Bank, and the Honduran Coffee Institute. 

(2) The Government of Honduras shall cause IHCAFE to provide to 
A.I.D., in form and substance satisfactory to A.I.D., evidence that IHCAFE has 
cumulatively established and funded t.wenty (20) positions for credit extension 
agents prior to disbursement for subloans from the special credit fund for new 
entrants in the second project year; that is, prior to March 1, 1983. 
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1be Cooperating Country shall covenant that. unless A.I.D. otherwise 
agrees in writing, it will: 

(1) make availab.e, or cause to be made ava:lable, adequate 
crop production credit to project participants through the 
banking system. 

(2) make a capital contribution of at least $1 million 
equivalent in lempiras to the Central Bank for use in the 
special line of credit established under this Project. 

(3) maintain the investment credit fund fer a period no less 
than ten years at a level no less than equal to the amount 
contributed theret~ by A.I.D. and Out of its own Treasury 
resources, returning all reflows of principal plus interest 
char8es not otherwise collected thereto, and allowing the banks 
partIcipating in the program access thereto for relending in 
accordance with the Project. 

g. naiver (Loan) 

Thirty (30) 4x4, deisel engine, utility vehicles with export 
warranty (Jeep CJ-S's or CJ-7's) haring an approximete value of $240,000, may 
be purchased from a sole source on a negotiated price basis. 



ANNEX E 

SC (1) • COUNTRY CHECKLIST 

A. GENERAL CRITERiA FOR COUNTRY 
ELIGIBILITY 

.BEST AVAILABLE DOCUMENT 
1. FAA Sec. lt6. Can it be 
demonstrated that contemplated 
assistance will directly benefit the 
needy? Il not, has the Department of 
State determined that this government 
has engaged in a consistent pattern of 
groBs violations of internationally 
recognized human rights? 

2. F~J\ Sec. 481 Has it been 
detercined that the government of tne 
recipient country has failed to take 
adequate steps to prevent narcotics 
drugs and other controlled substances 
(as derined by the Comprehenslve Drug 
Abuse Prevention and Control Act of 
1970) produced or processed, in whole 
or in ?art, in such country, or 
transported through such country, from 
being sold illegally within the 
juri5diction of such country to U.~. 
Government personnel or their 
dependents, or from entering the U.~. 
unlawfully? 

3. FAA Sec. 620 (b) If assistance 
is to a governmen~, has the Secretary 
of State determined that it is not 
dominated ,r controlled by the 
international Communist movement? 

4. F~\ Sec. 620 (c). If assistance 
is to a government, is the ~overnment 
Liabie as debtor or unconditional 
~u~rantor on any debt to a u.~. 
citizen for goods or services 
furnisncd or ordered wnere (a) such 
cit~z~n has exhausted available legal 
r~mcdies and (b) the debt is not 
denied or contested by such government? 

1. Yes. This Project is directly target
ted to the rural poor in the agricultural 
sector. 

2. No such determination has been made. 

3. The Secretary of State has determined 
that Honduras is not controlled by the 
International Communist Hovement. 

4. A.I.D. knows of no such cases. 
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5. There i. no evidenee of lueh action. 

-" " 1 . " 
, '-.... 

~ , j U 

6. Honduras is not a communist country 
nor will any assistance &e provided to 
any of the indicated countries. 

7. A.I.D. has no evidence of any subver
sion or aggression. nor plans for such 
Bction. 

8 . Thero has been no such incident for 
over ~leven years in Honduras. 

9. Tho Inv(>stment Guaranty Program is in 
op~ration in Honduras. 

10 . Honduras has not seized or imposed 
any penalties Of sanctions against U.S • 
vl!!:'lil!h because of theil' activities in 
illtC'rnntionnl waters in recent years • 

, 
I 
I 

Il))U@Iil@WU!!JimOO WIil®fm [j]~@'iI .11 

ill W illU1!.I!.l1il1lH @IilIPW 

• 

• 



• 

." 

• 

b. b£. CD=p~.te a.nial of 
~tJis:.~ce beea con.ioered by AID 
A::.inis ::'. to:'? 

11. FAA Sec. ~20: FY 80 ADO. Ac: Sec. 
!51£, i (I) ls ' :he lo·"c:':1:.enc of the 
rcci?ient cou~t:'y in ac!ault for ~ore 
:~.n s~x ~=n[bs on iete:-c.: 0:' 

?ri~ci?l oi soy AID loaD to tne 
::!o.l::::y: 

~ ~ , :! ;~~nt:y i~ ce!~ul: ex:~ecin~ 
O;1e ;'U:' .:In , in:.ti.:'u: o! j):,inei?Al on 
:.;.~. :oac ',l;1"' U' ?:,og:,a= for \,Ihlen ArP' 
AC: ~~r: ~;;iatt' ~~nQ'? 

~:. ?;.;,. :'e~. ~20(s). l! ::~.:~;::t!.ilao 
a!S:'t.:Ance-~!!~~'.:.·en: ::;a:. or !:,x 
:::::.nc~ :..: SUi'?O:-: :\.::'10. ':\ .lS :n~ 
~:=~~i. t:a:..o: :..a~en i~:o »::.:I~~: :~e 

: ... :,:! ~ :a6e 0: ::.I! ::I:"::3 ::'::"s :,-u:il:: ' 
~!'I!c:. is !::l:' ::.:":i:ary ex~-t!lc:':...l: es, 
: ',,: ::.''..I;} : 0: ::::'~~ir. ~~:,::. :-.6! S?~~: 

=- ~. ~::::. :.i.;-~ eo::; ·. :?::;e'O~ .l:l:: :ne :.=..,..:.r:: 
",.:-.: : ::- ~~.1!. .:. \..:-:::.o:5~ c: 
,:.;:-.• ~ : :': .:'1!.:l .. o!1;."ns s:...,.: ~:s ? (;.r. 
!: :: :-= a ::' ·,~ .. :-... .. ~:- ::e.y re:e:- :'0 :':-lE: 

:~.:::-c !": ::, !: . :-.:-::;.l ~ ":I.Y.:'!:i ::1:0 
:.:- !·. :'=:-i: : .Jr." :'!:::l::): "·!es. : .... er. ~; .. :: 
;. :: :).,;=:: ',~ :::l e } .:::;i:ns:;-,,:'':;- ,,: :~:'le 
:: l "~:- _''''i~ .:! . .:...!-!!=:.:::'; ;:,ys." :- r. :.! 
~;: ;: :;,:.; .. : ,:' : ;-,e ;,.::.::-.:i ::-I.:'':";' :: ::-.: 

: : ' !:~ :.:: .!:l .. :::.:-~::.",,! l:-.,.' ... t::- :: .... ~::-:It. 
: ~ t ~ _ .. :a: ye ~:- :;~i~5' s:.~~ ~!.:~r:: 

._, : •• , ! , 3-!!::. 6 ~ ·J(~;. has :1'1': .:.~~:l::'~ 

. _ ' -: ~':;T '::- __ • __ .. ; . ~ '';'' 
" ..... !: ... _.?.)c:!d . .... __ .l •• .Jns :.I.~:I .ne 

::-.: :":: :):.:es? L: so, havf: tno!y !).:o!~ 
~ r~':" c::' .1:"1e ;o;ave :le\.' oi~a:.u'al 
~:~ ~!o:jnc! a6";'t"~:.o!nt~ :).::en :"Iei.o::'.:ltc 
, :"I:: ~ :-.~C :!G ~:1 :c ,i:1ce such :-1!5:.:=?ti.:ll~: 

._. F;.;.. :)e: . ::O\l,: i . · .. -:,.: .u ::'c - _ ... _-- - --;--- , 
r "," :::'C:-:: 5:;;':'':! 0 : ::"1" ':::lI.j:::;')' S ;; . ; •• 

.:::::; .. : ::r.s: 

~: ~ ~~: . :~ ~~~~, ::"Ie ~.,;:-:~~t Al~ 

.: .: :.:.:: .:- n.11 ~· ... 3:- l'c ..: :" '&!:: i 

11 . (a) N~. 
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12. Yea, taken into account by the 
Administrator at the time of approval 
of Agency OYB. 

J3. No • 

14. Hondurlls is not in arrears to the 
extent described in Article 19 of the 
U.N. ·Charter. 
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1. a . Criteria for assessing progress 
in involving the poor in development 
have been set through 8ector and subsec
tor assessments in the agriculture, 
education. nutrition, and heal th sector s . 
Such criteria will be determined further 
through the Urban-Regional Sector ASS2S~
ment currently underway. 
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b. Over the long-term, improved 
economic conditions for the rural poor, 
promoted by agricultural production 
projects such 8S this one, are expected 
to ' tmpact positively on reductions in 
family size. 

2. ~ Applicable 
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1. A Congressional Notification will 
be transmitted by A. I.O. to Congress 
indicating funding requirements for this 
Project. ' 

2, Yes . 

3. No legislative action will, be 
required within Honduras. 

4, Not applicable. 

S. Yes. 

• 

• 

• 
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. P' 7 ' 

6. No; project necessarily must rely 
on host country government agencies to 
effectively implement the program. A 
related ROCAP Project, however, wiH 
provide support to Central American 
regional institutions who will cooperate 
with the Honduran Government agencies 
involved. 

7, This Project has been carefully and 
specifically designed to improve techni
cal efficiency of agriculture in lIonduras . 
In addition, it will encourage competi
tion arnonM coffee producers and enc.ourage 
the development and use of cooperatives . 

8. Must of the equipment to be purc.hased 
under the ProjC'l't is expected to be of 
U.S. oricin. 111 mldition, Mission nntici
pnteR mnjor prur.:urt.!ment of ngricllltllrDJ 
inputs by lllCAJ~ E from U.S. sources . 
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9. The Government of Honduras is contri
buting counterpart to the maximum extent 
possible for services and other project 
costs . 

10. The U.S. does not own such currenl!Y. 

11. Yea . 

12. Honduras is, a signCltoT of the 
International Coffee Agreement, one of 
the purposes of which is to prevent such 
world ltI,arket sUl'plus. The U.S. is not 
a producer of coffee . 

a. The Project is specifically 
directed toward promoting the pa rtic ipa
tion of the rural poor in the bene- fit s 
of development at the local level by 
disseminating approprinte coffee techno
logy to small producers. In addi tio ll, 
trnining activities and tp.chnical OI ssis
toncc sponsored by the Cxc(:uting n j:.\ clH~ y 
will encourage th~ formntioll o[ COOIlCI'il
tive groups. SinCe! wumen pIny a rru
portionntcly hi~h rol J in coffce pruduc 
tion, this Proj~·~: t \.J ill Jlro t~' ct no 
important SOll1:' cc of emp!uymc nt f il l" til l' nt, 

1i'll~©Ill®Wfl~li'llrnlir ~1ll®1i'll rnrn@'ii' 
&1'9&~M1lilll~ ©IiJI?W 
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(1) (103) Thia project is specifically 
d~signed to increase productivity on 
smnll coffee rams. With the resultant 
increAse in production, the income level 
of small producers will increase. 

1lll~®Ill(iJ~~IllliI~1iJ ~1il(iJ1lll ID~~'il 
IRIWIRl~I!Ji\IDIill @fil\ilW 
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c . Coffee production techniques being 
promoted are particularly labor inten
sive and suitable for small farms . 

r./ " 

d. Yea. The recipient country 
providing counterpart in excess 

is 
of 25% . 

e. Non~ of ~he grant funds will be used 
for capital assistance. 

f. The Project has been designed to 
meet the de'sires and capacities of the 
popula'ce of rural Honduras . 

hv,lfi~'I~m~lIn.lllIffi@ r~I!J®1ID mrn®'ii' 
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8. Ye.. The Project contributes to the 
productive capacity of a major crop. 

B. The Mission has determined 
that the loan is within the de&t
carrying capacity of the GOH • 

b. This does' not fund any enterp1'is e 
competetive with U,S. enterprises . 

3. ~ Applicable 

1. Yeti. Commod ities purchased will 
be compet i tivel y purch" sed. 

2 . Yes • 
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4. No auch procurement is contemplated. 

S. '!'he Project Agreement will provide 
for compliance with this requirement. 

6. Technical assistance to be finnn
ced under thC'l program will be furnished 
to the fullest extent practical by 
private organi1.8tions or individuals . 

7. Yes , 

8, YeH. 

r~lll©Iil@~~pm~[ID ~1il®JriI [j]~~'if 
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1. Not applicable. 

2. Not applicable. 

3. Not applicable. 

1. Yes. 

2. No international organization \-.'ill 
have administrative responsibility 
under this program. 

3. Yes. 

4. Yes. 

lliJ~@Ill00~~nRllmliJ ~Ill@[((] mmg)'jJ' 
!J\'17/MllJ.(jlilll~ @@I)JW 
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S. 'ies~ Project funds will be used ' 
only for specified purposes, precluding 
their use as described in paragraphs Sa 
through Si. 
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CIRTIFICATION PURSUANT 10 611(e) OF 1HE 

RJRBIGN ASSISfMI:E N:.T OF 1961, AS AMENJ)FJ) 

I, John R. Oleson, the principal officer of the Agency for 
International Development in Honduras, having taken into account among other 
factors the maintenance and utilization of projects in Honduras previously 
financed or assisted by the United States, do hereby certify that in my 
judgement Honduras has both the financial capability and human resources 
capability to effectively maintain and utilize the Project: SMALL FARMER 
COFFEE IMPROVBtENI'. 

o • eson 
ector, USAID/Honduras 

Date: May S, 1981 
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'fhe success of any project depends on a variety of factors within the defined 
scope of project activities and ~ithin the social-cultural environment. The 
social soundness analysis of a ~roject, then, is specifically concerned with 
how the interaction of this envIronment with project activities will effect 
the desired developmental outcomes. It is closely related to the economic and 
teclmical analyses as it DIlst demonstrate that project activities which are 
technically and econOOlicalltie sound will be feasible in the particular 
socio-cUltural context of t ir ~ecution. However it is not, as 
traditionally assumed, concerned primarily with the attitudes and motivation 
of the target group. Rather, these are same of many factors to be analyzed in 
the socio-cultural environment. 

This Project is baf.ed on the premise that coffee technification activities 
will result in an increase in farmer incane sufficient to finance rust control 
measures and to increase or maintain the farmer's disposable income. The 
Project strategy is for small and medium-small coffee farmers to adopt 
production technologies made available through the credit and technical 
assistance activities of the Project, thereby increasing productivity and 
consequently increasing fanner incane. These prendses are analyzed by 
examining three areas: (1) the general "fit" between the existing 
characteristic of coffee farms and the proposed project activities; (2) by t~e 
analysis of farmer characteristics; and (3) by a rigorous test of various 
hypotheses about the feasibility of the project. 

At the outset, it was clear that the methodology to be followed in this 
analysis was atypical for A.I.D. projects. An extensive data base already 
existed in computerized fonn, allowing a level of sophistication in the 
treatment of data which is not usual for social analyses. While the reader 
familiar with "typical" social analyses may be disappointed, it is believei 
that a rigorous scientific approach to the problems is DIlch more useful th~m 
mere description. Consequently, the discussion in this Annex will be 
maintained in fairly technical form and pres~nted in a non-technical form in 
the sunmary of the analysis (Section _of the Project Paper). 

2. TARGEl POPULATION SELECTION CRITIRIA 

The following typology of coffee producers was used to define the target 
population for this Project. As in most typologies based on a cluster of 
cammon characteristics, it should be recognized that one is dealing in reality 
with a continuum of farms and that the types are someWhat artificial 
constructs. Nevertheless, these types have a heuristic value as well as a 
basis in fact. 

The principal types are farm size strata, based on data fran coffee farms in 
Guatemala and Honduras. Micro-farms, the first stratum, rsnge up to 1 hectare 
(1.6 manzanas). Small farms, stratum 2, range from I to approximately 10 
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hectares, with 1-5 hectares of coffee. Medium-small farms, stratum 3, range 
from 10 to approximately 35 hectares, with 5-10 hectares of coffee. The 
medium and large farms, stratum 4, have more than 10 hectares of coffee. 

A study of coffee farmers in one municipality of Guatemala defines 
technological levels based on a technological index. This index measures the 
percentage of farmers using 11 improved cultivation practices. ~cro-fanmers 
typicallr are subsistence farmers who are coffee gatherers with an extremely 
low leve of technification. The farm has coffee bushes scattered in with 
other crops, little investment of resources (labor or otherwise), and less 
than 10% of them use shade control or some form of disease control. Small 
farms are distinguished from micro-farms by a broader range of technological 
practices, including some use of seedbeds and nurseries, a very limited use of 
prunin~ and fertilization, but somewhat greater shade and weed control. 
Approx1mately 20% of small farmers use some of these techniques. Medium-small 
farms use somewhat more seedbeds and nurseries, a significant amount of coffee 
varieties, some repopulation, chemical weed cantrol, and soil analysis, 
significant amounts of pruning, fertilization and disease control. Almost 
half engage in shade control, approximately 40% of all farmers in this 
category use some technification. 

Because of the coincidence of farm size and levels of technification, many 
observers of the coffee production structure in Central America have assumed 
that farm size is the cause of levels of technification. Consequently, the 
target group selected for most existing public coffee assistance program has 
been medium and large farms, on the assumption that it is difficult and not 
cost effective to technify small coffee farms. 

However, the starting point for selection of a target group for A.I.D. 
projects is existing levels of income, not existing levels of technification. 
In terms of income, both the micro-farmer and the small farmer currently fall 
within the AlD target population, typically earning less than the per capita 
income which defines the poverty group. The medium-small farmer is on the 
margin or somewhat above the poverty line; however, with a loss of trees to 
coffee rust he will quickly fall back into the target gro~. Thus, it is 
legitimate to consider these farmers in the target populatIon since, without 
external assistance, they would swell the ranks of the target group after 
coffee rust hits them. 

1be following selection criteria have been adopted in the Project design to 
identify the specific target group for this project: 

1. Total area in coffee production is greater than 1 hectare and less 
than 10 hectares; 

2. Average yield per hectare of coffee is less than 15 quintales oro. 

3. Dependency on income from coffee for subsistence--i.e. approximately 
50 percent or more of the farm income derives from coffee; 



.ANNEX "G" 
Page 3 of 28 

4. The zone has. sufficiently developed physical infrastructure, 
partic.ularly roads, to pennit access by Project personnel, inputs, and to 
facilitate marketing. 

5. Agronomic conditions are adequate for coffee production; 

6. At least 50% of the farms within the zone of concentration fall within 
the above definition of the target population; 

One of the basic aspects of Project design from the outset has been that the 
target group will be selected with both desirable and feasible criteria in 
mind. It is desirable, in terms of A.I.D.'s mandate to work with the first 
three strata of coffee farms because they are the actual and potential rural 
poverty group. The thrust of this analysis is to show that it is feasible to 
techniiy coffee production on small and medium small farm strata. It will be 
noted that application of the selection criteria eliminates the micro-farmer 
as well as the medium and large farmers. The rationale for this is that the 
micro-farmer is baSically, as noted before, a 8atherer. He has adopted no 
elf:'Ilents of technification and for him coffee IS not a principal source of 
income. His motivation to risk what little capital and land he has to go 
heavily in debt in order to technify will probably be min~l. On the other 
hand, it is almost impossible for national delivery systems to reach this type 
of farmer. When he loses his coffee trees to rust, he will most likely 
diversify rather thrul invest in coffee. 

Thus, the technification strategy is not likely to be a viable short-term 
solution for most micro-farmers, either in technical or social terms. 
Diversification, whether aided by public sector institutions or occurring on 
the farmer's own initiative, should be viewed as the most appropriate 
short-term strate~ to deal with coffee rust. However, when the new resistant 
varieties are a\ral1able to these fanners they may return to coffee, since 
these varieties require a much lower level of investment per hectare. Thus, 
in the medium and long term, resistant varieties will be a viable option for 
this category of the target group. Consequently, the outcane of ROCAP's 
Regional Coffee Rust Contra 1 Project will be of critical importance to these 
farmers. 

Following the above criteria one can est~te the approxtmate size of the 
potential target population of the Project. According to a coffee census 
conducted by IHCAFE in 1978, Honduras has approximately 48,700 coffee 
producers. About 54' of these (26,420 farms) meet the first two criteria 
established for the targ~~ population--i.e. they have between 1 and 10 
hectares in coffee and have average yields below IS quintales oro per 
hectare. Approximately three-quarters(20,343) of these farms can be 
characterized as primarily coffee producers, deriving relatively lesser income 
from other farm or non-farm activities. 

When the infrastructure selection criterion is applied, the size of the target 
population is reduced even further. A large proportion of all coffee farmers 
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are located more than 3 Kms from a road(28.7'). On the other hand, over 
half(51.6%) are located within 500 meters of a viable road. 

TABLE I 
PFRCENT OF FARMS BY DISfANCE FR(l.t USABLE ROAD 

On Road 
Less than .5 KIn 
.5 Km to 1 Km. 
1 Km. to 3 Ims. 
ltiJre than 3 Kms. 

30.1 
21.5 
11.S 
8.1 

28.7 

This distance criterion, it should be noted, does not discriminate against 
small farms. No significant differences are found in distance to road for 
farms of different sizes(Kendall's Tau C.0.03; a-0.34). Small farmers are 
just &5 likely to be found close to the road as large farmers. If one 
considers farmers within 1 KIn. of a road as a conservative estimate of the 
proportion of the target population within reach of adequate infrastructure, 
approximately 12,836 coffee farms currently meet the first four selection 
criteria. 

These four criteria alone will not be sufficient to narrow down tit.;; potential 
target group to the number of farmers which can be covered with the resources 
provided by this Project. Furthermore, this infrastructure selection 
criterion is relatively temporal, as IHCAFE has placed a high priority on the 
construction of penetration roads in order to increase access to small 
farmers. AlDIs Rural Trails and Access Roads Project represents another means 
for increasing spatial access of small coffee producers to the activities of 
the Project. The above figure represents more accurately the proportion of 
the target population that could be reached in the first year of the Project. 
This number can be expected to increase each year ~onstruction of 
adequate physical infrastructure. 

The Project strategy assumes that application of the agronomic and zone of 
concentration criteria will provide a relatively objective means to reduce the 
potential target group of 12,836 farms to the actual Project target group of 
3,100 farms. An attractive alternative is the selection of specific regions 
of the country, since this would also facilitate Project ~lementation by 
concentrating technical assistanceL credit, and supervIsion activities in one 
discrete geographical area. IHCAF~ is reluctant to apply a regional focus 
because of the probable outcry from farmers in other regions who will feel 
discriminated against. 

3. OJARACTERISfICS OF ~L AND MEDItItt-::NAIJ., OOFFBE FARMS 

'fhe level of technification on target gro~ farms has been described. This 
section will further describe these farms In te~ of relevant land, labor, 
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capital and technology characteristics. These demo-techno-economic factors 
are viewed as the basis for the ideological characteristics of small farmers 
described in Section 4. 

a. Land Tenure: 

Land tenure characteristics should be described because it is commonly 
believed in Honduras that these are a constraint to investment on small coffee 
farms. Consequently, it is often argued that provision of title is an 
essential pre-condition to credit schemes such as the one proposed in this 
Project. 'lbese views are not, however, supported by the data concerning land 
tenure. 

The average percentages of coffee farms falling into various land tenure 
categories is given below. 

TABLE 2 

PIRCOO OF FARM LAND BY LAND TIHJRE STAIDS 

TENURESI'AIDS 

OWNED 
RlM'FD 
SliARF.rn.OPPED 
omm 

PERCINI' OF FARM LAND 

90.5 
3.4 
1.4 
4.7 

Almost all of the land in coffee is owned by the farmer, with rather 
insignificant percentages falling into other land tenure categories. The 
definition of ownership in this context refers, however, not only to full 
title(daminio pleno) but also to legally recognized usufruct rights(daminio 
util) to farm eJldo lands. Ejido lands are owned by the lIltIlicipality, Wluch 
provides long-term use rights to individuals. Dominio Util land is a 
constraint to investment because it predisposes sane fall11erS against making 
long-term investments and because this type of land is not alienable and tht~ 
cannot be mortgaged for credit. This constraint is being addressed in two 
different ways. First. the Honduran government through an amendment to the 
land reform laws proposes to transfer full title to coffee farmers currently 
operating on ejido lands. Second, that lack of full title has not prevented 
all small coffee farms from acquiring credit. IHCAFE guarantees loans where 
the farmer lacks sufficient collateral, such as is the case with lands held in 
dominio utile LHCAFE does not have the resources to guarantee all investment 
loans plamed under the Project. However. BANADBSA and BANHCAFEliave both 
agreed to provide loans with the crop rather than the land as collateral. 

b. Farm Size and Area in Coffee Production: 

The target group for A.I.D. assistance programs in the agricultural sector was 
defined in the 1978 Agricultural Sector Assessment for Honduras. This group 
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includes, independent small farms with 1 to 35 hectares in land. This 
criterion has been refined considerably to select a meaningful target group 
for this Project. 

Of all coffee farms meeting the basic selection criteria, approximately 90\ 
have a total farm area of between 1 and 3S hectares, while only 10.1% have 
more than 35 hectares. Coffee farms with less than 10 hectares in coffee are 
distributed among the following size classes: 

TABLE 3 

DIS1RIBUI'ION OF TARGET FARMS AND AREA IN COFFEE BY SIZE CLASS 

ARPA IN No. OF , OF TARGET , TARGET , NATIONAL 
COFFEE TARGET TARGET AREA. IN ARPA IN ARPA IN 
PROOOCTION FARMS FARMS COFFEE(W) COFFEE COFFEE 
1 to 2 hectares 12,206 46.2 18,309 22.5 18.1 
2 to 5 hectares 10,938 41.4 38,283 47.2 37.8 
5 to 10 hectares 31276 12.4 24,570 30.3 24.2 
TOTAL 26,420 100.0 81,162 100.0 80.1 

The potential target group in terms of the size criterion accounts for 80% of 
all coffee land in the country. This project will improve approximately 5,030 
hectares of land, which represents 6' of the potential coffee target area. As 
described in Section 2, application of the additional selection criteria will 
be the basis for identIfYIng the actual project ~rovements versus the 
potentially technifiable coffee lands. 

c. Use of Production Technologies: 

A purely descriptive approach, as described in Section 2, shows an apparent 
relationship between levels of technification and farm size strata. rfhe 
referenced survey of small farms in Gua~emala supports the commonly held view 
that smaller farms tend to be less technified. However, a rigorous 
statistical analysis demonstrates that no statistically significant 
relationship is found between the use of various production technologies and 
the size of the coffee farm. All coffee farms falling within the target 
~opu1ation, have low levels of technification. Table 4 below provides 
Information on the use of various production technologies by farm size 
category. 



TABLE 4 
USB OF SELOCTBD 'J.'BlN)lDGIES BY FARM SIZB 

TJ:DiNOLOGY 

1. Mixed or improved 
varieties of coffee 

2. Fertilizer 
3. Weed control(chemical) 
4. Repopulation 
5. Disease/plague control 

PFRCFNI'AGB OF FARMS USING 
WI1HIN FARM SIZB CATBDRY 

1 to 5 ha. 5 to 35 ha. 

75.9 
32.8 
1.7 

79.3 
1.9 

68.1 
31.9 
4.3 

88.3 
5.3 

35+ ha. 

70.6 
47.1 
11.8 
88.2 
0.0 

.ANNEX "G" 
Page 7 of 28 

As can be seen from the distribution in this table, the proportion of 
technologies used is independent of fann size. T'~roved varieties are equally 
important in all three size categories. Fertiliz~r use, chemical weed 
control, and repopulation all show slight incrs..lls.l~ as fann size increases, 
but the variation within each farm size category is as great as or greater 
than that between ~oups. Consequently, these sli~ht increases are not 
statistically significant. 

As part of this social analysis, an attempt was made to scale the various 
technologies by their level of sophisticatipn. Using a Guttman scale 
analysis, it was fotmd that the use of production teclmologies is not 
scalable(coefficient of scalability=0.45). That is, it is not possible to 
assert from knowledge of the use of one technology on the fann that the use of 
other "lower order" technologies will also be fOlDld on the same fame 

d. Access to Credit: 

Half of coffee target fanns have never received formal credit. There is no 
significant difference in access to credit by farm size(Kendall's Tau C-0.05; 
az O.2S). There is a significant difference between the area of the farm in 
coffee production and access to credit (Kendall r-O.174; a-0.03l) for target 
coffee fanns. The most probable causes of this limdtation are that the 
private sources of fonnal credit have not looked on small fanms as viable 
credit risks and because lHCAFB has been concentrating its resources on 
medium-sized farms. IHCAFE's rationale is that its overridi~ concern in the 
last five years was to create a significant position for HondUras in the world 
coffee market, which could best be achieved on medium-sized farms with the 
greatest potential for a rapid and significant increase in production. 

e. Access to Teclmical Assistance: 

Approximately three-quarters of target farms have never received any 
assistance from either IHCAFB or other institutions. 

http:scalability&0.45
http:increas.ib
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As noted above, IHCAFE has deliberately stressed assistance to medium-sized 
fanns. This is seen not in the presence or absence of Il£AFE technical 
assistance, but in its intensity. There is a significant positive 
relationship between the area of the farm in coffee production and the number 
of technical assistance visits(r=0.2S; a-0.003 for IHCAFE; and r-0.17; a=0.05 
for total technical assistance from all sources). 

f. Income: 

The average coffee farm in the target population has a net income of $1,930. 
With an average family size of 6.7 persons, this tr~~slates into a ~ capita 
net income of $288. The average net PiE caPita income for non-cof~ 
producers is $141 representing a sign icant ifference in income due to 
coffee productionlt=-2.S0; two tailed probability-O.Ol). Were these coffee 
farms to be forced out of coffee production by rust they would lose 
approximately 5U of their current p~r ~ income. Moreover, within the 
coffee-producing group, there is a sl~I£ICant difference(ta -2.00; two-tailed 
prob.=0.05), in per capita incomes, WIth average net per capita incomes of 
$171.50 and $366 for farms with total area of under S hectqres and those with 
5 to 35 hectares, respectively. 

Differences exist in the degree of dependence on coffee as a source of income, 
though these are not related to the size of farm(Tau C--O.Ol; a=0.44). Table 
5 below summarizes information on the percentage of total farm income 
resulting from the sale of coffee. 

TABLE 5 
m.OPORTION OF FARMS BY pmCfNI'AGE OF lNC()fE RECEIVFl> FruJ.i OOFFEE SALES 

PfRCENTAGE OF INCCJ.fE ROCEIVPJ) FRCItf OOFFEE 

Up to 2S , 
2'5 to 50 , 
.'j0 to 7S , 
7S to 1001 

mTAL 

PFRCINfAGE OF FARM) 

20.1 
3.0 
4.7 

72.2 roo.o 
Over thre€:-quar1'.ers of the target farms receive fifty percent or more of their 
income frCl.ll coffee. By the same token, the amolDlt of off-farm income is 
negligible(m~dian=$O; mean=$36.50). Thus, the targetted coffee farms are 
relatively specialized producers, who depend primarily on coffee for their 
income. This description appears to be valid regardless of the size of the 
farm. 

g. Coffee Income Distribution: 

Income derived from coffee, as in any other commodity crop, is distributed 
among producers and various intermediaries. Target group farmers get varying 
proportions of the total export value of the coffee they produce. For the 

http:mean=$36.S0
http:prob.=0.05
http:dlfference(t--2.00
http:probability-0.01
http:production~t=-2.50
http:visits(r=0.25
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1978/79 harvest, the average value of the exported coffee was $173 per quintal 
oro. The distribution of farm gate prices for the same harvest is given below: 

TABLE 6 
FARM GATE AUCE pm (pINTAL rno RlR 1978/79 

VAUJE ($US) pm QQ ORO 
(percentage of export price) pmCENTAGE OF FARMS RECEIVING 

o to 50(0.0-28.9) 
50 to 75(28.9-43.3) 
75 to 100(43.3-57.8) 
100 +(57.8-100.0) 

roTAL 

7.7 
30.2 
46.2 
16.0 

Imr.D" 

A number of factors account for this variability in the distribution of coffee 
income. When these data were compared with farm size, no significant 
relationship was found (tan CzO.03, a-0.30). The most significant factors, as 
discussed in Section 5 below, are the level of processing of the coffee bean 
prior to sale by the farmer, and the type of relationship between the farmer 
and the coffee market. Farmers who have the teclmology to process coffee 
after harvest get a larger share of the export value in part because they can 
hold out their harvest until the price is favorable. Many small farmers are 
caught in a vicious cycle of dependency on intetmediaries who supply informal 
credit to meet farmer subsistence needs on the condition that farmers sell 
their crop at predetermined contract prices. This factor, probably more than 
any other, accounts for the variations noted in the distrlbution of export 
incane generated by coffee.· 

h. Labor: 

Coffee farming, as distinct from subsistence farming, is not solely a family 
endeavor. While the household is the principal source of labor on coffee 
farms, even small and medium-small ones depend en hired labor. This is 
par~icularly the case during the harvest, when coffee tends to employ large 
numbers of migrant workers. The percentage of wage labor used on the average 
coffee farm is given below in Table 7. 

TABLE 7 
PRORJRTION OF FARMS BY PIRClNI'AGB OF WAGB LAJl)R '10 'IOTAL LABOR 

pmCOOAGE OF WAGE LABOR 

Up to 25' 
25 to 50' 
over SOt 

10TAL 

PIRCINI'AGE OF FARMS 

48.3 
31.1 
20.6 

Imr.O' 
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At present, there is little data available on the canposition of the migrant 
worker class, or on the possible constraints that may exist in the 
availability of such labor for the present Project. Two factors are known: 
first, the level of rural underemployment is hlgh enough to provide an 
adequate supply at labor for the harvest; second, the demand for labor at peak 
harvest time is high enough in most coffee producing areas so as to inflate 
the cost of labor. The financial analysis for this project take into account 
this labor cost; thus, the project design adequately takes into consideration 
this aspect of the wage labor problem. 

i. Crganization of Coffee Production: 

The factors of land, labor, capital and technology are organized on family 
farms in Honduran coffee production. Thus, in c~arative terms, the social 
organization of coffee production is different from other Central American 
countries. In Costa Rica, coffee cooperatives are significant organizers of 
capital and technological factors. In Guatemala, El Salvador and Nicaragua, 
the bulk of coffee production is organized on large and medium-sized 
enterprises. Thus, Honduran family coffee farm is more akin to the Colombian 
structure of production than to neighboring countries. 

Coffee cooperatives are not Significant sources of credit, technical 
a~~istance or marketing assistance for most target gra~ farms. The 
overwhelming majority (82.0% ) of coffee producers do not belong to any type 
of cooperative. This is independent of farm size (Chi Square"Z.29; 1 DF; 
a=0.13). Coffee farmers as a group show little enthusiasurn for joining 
cooperatives; two-fifths (39.91) indicate interest in joinjng , cooperative, 
while a comparable number (41.81) are a~ainst cooperatives and the remainder 
(18.3') do not indicate an opinion. ThlS appears to be characteristic of a 
system of small holding farms (see: Pa~e, 1975, p. 45), where the cultivating 
class is dependent on land as its princlpal source of income, while the 
agrarian upper class is dependent on caDllercial capital and not land. Farmers 
in this context are usually "too divided by c~tition, internal wealth 
stratification, and structural isolation ••• "(ibld. p. 46) to be able to 
develop organizations of solidarity except where introduced or induced by an 
institutional structure outside the agrarian community. Rural sociological 
analysis conducted in southern Honduras, as well as a recent anthropological 
analysis conducted for A.I.D., support this explanation of the low level of 
organization among peasant farmers within an agrarian system of small 
holdings(see White, 1976 and Boyer, 1981). 

4. CHARACTFJUSfICS OF COFFEE FARMmS 

The description to this point has focussed on coffee farms, in order to set 
the stage for the description of the target ,roup farmers. In the 
agricultural project design process, a creatlve tension exists between the 
agronomic technology and the hllDllll dimensiCll. In sane projects, this is never 

http:Square=2.29
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resolved and one ends up with irrelevant social analyses which describe target 
group mentality in some detail but do not demonstrate its relevance to project 
design. In this project, however, social factors have played in integral part 
in the design process, and continuous feedback has existed between technical 
design and social analysis. This is because the social analysis has focussed 
on the farm as well as the farmer, while the technical design has taken into 
account the farmer along with the farm. 

a. Risk-Taking and Motivation: 

The problem faced by many A.1.D. agricultural d13velopment projects is how to 
incorporate ~easants with a primary orientation to subsistence production into 
a more technlfifed production systems. This is often conceived of as a 
problem of inducing risk-taking behavior among risk-averting peasants, which 
is primarily a question of motivation. Thus, it is concluded that the primary 
social sO\mdness consideration is provision of incentives that will motivate 
peasants to take the risks involved in technification. The fallacies in this 
line of reasoning have been sufficiently demonstrated but bear repetition. 
Peasant fanners are not risk-averters. They continually take risks, but the 
parameters of these risks are changed when technological changes are 
introduced. Peasant subsistence-orientation does not preclude motivation for 
technifying farms; rather, a subsistence orientation is a powerful incentive 
to increase production in order to tmprove the quality of peasant family life. 

The most common fallacy in this area is that motivation to take risks i$ 
distinct fran technical and econamic factors. Tlrus, it is sanehow the tl;:sk of 
the social analysis to analyze this problem in socio-cultural terms, which are 
distinct from the technical and economic. 

This social analysis is based on the premise that the socio-cultural 
characteristics of coffee farmers are an outcome of the interaction between 
techno-economic factors and farmer personal characteristics. Coffee farmers, 
then, are both a product of the techno-economic environment and agents in the 
transformation of that environment. In the specific Honduran context, small 
coffee farmers are a self-selected category of peasants with a strong 
entrepreneurial orientation, who are already oriented to taking risks in a 
production environment with a higher level of technification than basic grain 
production. Th).s is because of the particular historical context of Honduran 
coffee production. Up until 1974, coffee was only marginally important in the 
Honduran economy. The dramatic rise in coffee prices after the Brazil freeze 
created the motivation for most of the existing coffee farmers to go into 
coffee production in a significant amount. The artificially high world prices 
between 1976 and 1979 created a climate which induced thousands of peasant 
farmers to take the risk of devoting substantial amounts of land to coffee 
trees. This risk is substantial not only because coffee is a perennial but 
also because of the relatively heavy initial labor investment. 

This Project cames on at a ttme when these coffee farmers are caught in a 
squeeze: prices have dropped while the costs of production in a rust situation 
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will rise dramatically. The particular question for this social aIwlysi5 at 
this point in time are: (1) why have farmers not been motivated to technify in 
the past; and (2) will fanners be motivated to continue taking risks, and much 
heavier credit risks during the life of this project. 

The price structure in the pa~t five years has been a disincentive for coffee 
technification. Small coffee farmers were able to reap bllIlPer profi ts with 
average harvests, and therefore were not motivated to incre~se productivity. 
When one's target is a certain level of income, and this income is produced 
with minimal technification, there is no reason to technify. However, the 
current and projected price structure provides a strong motive for 
technification, since the only way to maintain the levels of disposable income 
to which farmers have became acustomed is to increase production. 

Whilp the above is by itself a sufficient motive to induce technification, the 
coffee rust threat is another incentive for technification. However, the link 
between technification ~,d rust prevention is probably not perceived b~ many 
small farmers. Thus, one of the principal tasks of the projer.t T.A. effort is 
to explain this strategy to coffee farmers, thus providing further incentives 
to technity. 

It should be noted that the question of motivation is not essentially 
different fram that of large coffee farms. A principal cause of 
technification in terms of fertilizer adoption on larg~ ~arms in Guatemala and 
southern Mexico in the last two decades has been the i Ilr.:reased cost of labor. 
Coffee rust threats in both cOlUltries !lTe only now begiming tc, impact on 
large farm technification. 

b. Coffee Farmers Knowledge 

Another widespread misconception is that small farmers do not technify because 
they do not know about higher levels of coffee technology. This lack of 
knowledge, it is thought, would be a constraint to the techndfication process 
proposed in this Project. 

In fact, the principal technological practices contemplated in the 
technification process are cammon Knowledge. Improved varieties, trep. 
pruning, shading, chemical controls, and fertilizers are all familiar elements 
with a commonly understood impact on productivity. 

The fanner knowledge problem lies in the gap between a nodding acquaintance 
and the detailed knowledge required for correct application of a technology. 
For example, fertiliIer is commonly misused, instead of two or three dosified 
applications, farmers tend to apply it once in heavy dose. Thus, the 
constraint to be addressed is one of detailed and practical knowledge of the 
technologies to be introduced. This observation i~ supported by the 
demonstrable relationship (analyzed in Section 5 below) between technical 
assistance and the adoption of technology. 
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The project design addresses this constraint by providing for technical 
assistance to small coffee farmers. Because of the low ratio of extension 
agents to farmers, and the need for detailed and continual transfer of 
knowledge to large numbers of small coffee farmers, the technical assistance 
component will develop and introduce training methods which go beyond the 
traaitional face-to-face approach used by IHCAFE currently. 

In this regard, literacy is not a major constraint to transfer of knowledge, 
as discussed below. Two-thirds of small producers are literate, with no 
significant differences between small and medium farms. 

c. Quality of Life Indicators 

While income data define the target group, same indic&tors of social 
conditions can be discussed in order to better understand the situation of the 
target group. The two indicators for which data are available arp, access to 
health services and housing condition. 

The technical assistance delivery system will need to take into account the 
literacy and reading levels of the tar~et farmers. Written materials of any 
kind l'lill be useless for at least a thud of the talget population. In the 
remaining cases, written materials will need to be designed to the reading 
skill level of the participating farmers. Consideration might be given to 
exp1rimenting with alternative information delivery systems such as 
radio(see: White, 1976). This latter would be particularly workable where 
technical assistance is provided to organized groups. 

Although among all coffee producers, one finds that the larger farmer reports 
more often(94\) than the smaller farmer that he is able tv pay for medical 
care, still fully 83\ of the smaller producers reported that they can afford 
medical treatment most or at least same of the ttme. This contrasts with the 
same data for non-coffee producers, where only 72.8' of the small and 88.4\ of 
the large farmers reported that they can afford medical treatment at least 
some of the time. 

Slightly over half(sl.3') of the coffee farms surveyed do not have a 
letrine.In terms of access to potable water there is no significant 
difference between farms of different sizeslTau C-D.OOj a-0.48). Farms hRve 
access to potable water as indicated below: 

TABLE 8 

pmCOOAGE OF COFFEE FARMS BY DISTANCE FR(!.1 POTABLE WATIR 

Less than 100 mts. 
100 to 500 mts. 
500 to 1000 mts. 
t-bre than 1000 mts. 

66.8 
18.8 
6.8 
7.6 

100.0 

http:letrine.In
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The above data indicate that the majority of coffee farms experience few 
problems in access to potable water. 

Approxtmately 80' of coffee producers have tile roofs, and another 13% have 
tin roofs. Thus, 93% of coffee producers have -!hat can be considered improved 
roofing. No signific~~t difference was found ~~~~een roofing materials and 
farm size(Tau C~O.OI; a~0.42). 

Regarding the use of flooring materials, however, a significant difference(Tau 
C=0.18; aaO.OOOS) was found by fano size. The percentage breakdown by farm 
size according to the use of various flooring materials is given in Table 9 
below. 

TABLE 9 
PERCIWfAGE OF COFFEE FARMS USING VARIOUS FLOORING MATIRIALS 

FARM SIZE 

I to S Ha. 
S to 3S Ha. 

FLOORING MATIRIAL 
DIRT 'VtOOD CIMINI' orum 

87.0 0.0 7.0 
67.3 2.7 21.3 

6.0 
8.7 

The major difference is that a relatively higher proportion of houses on farms 
with S to 3S hectares have improved flooring materials. 

S. RESULTS AND DISCUSSION OF SlCIAL FFASIBILI'IY ANALYSIS 

a. Hypotheses 

The purpose of this section is to examine the feasibility of achieving the 
Project's objectives with the ~roposed Project c~onents. This social 
feasibility analysis will examlne several related hypothes~s in order to 
assess the validity of the Project design strategy. These hypotheses were 
formulated in order to look beyond the straightforward linkages assumed above 
and demonstrate same more complex socioeconomic relationships to be found in 
the current coffee production system. The principal hypotheses exandned in 
this analysis are: 

1. Regardless of the size of area in coffee, technical assistance and 
credi twill result in an increased use of iq>roved ~offee production 
technologies. 

2. Regardless of the size of area in coffee} the value received per 
quintal of coffee will rise as a result of tne adoption of coffee 
production technologies. 
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3. Regardless of the size of area in coffee, the marketing system for 
coffee is structured so as to result in a cost/beneficial return to the 
farmer. 

In all these hypotheses, the effect of size of coffee farm was controlled for 
in order to demonstrate the relationships without the confounding effect of 
farm size as an independent variable. Thus, if the hypotheses are confirmed 
one will be able to state that all target group fal~, whether small or 
medium-small, will be favorably affected by Project interventions. 

To recapitulate, what is of interest here is whether the provision of 
teclmical assistance and credit will result in the adoption of production 
technologies and whether such a strategy will result in an increase in the 
income received. Such an analysis required an examdnatlon of the effects of 
technical assistance and credit on the alloption of technology and price 
received per quintal production (Farm Gate Price). The effects of technology, 
technical assistance and credit on productivity were assessed, as well as the 
effect of marketing factors (state of the crop at time of sale and type of 
purchaser) on the farm gate price. This latter set of analyses provides 
information on the effects of the social and economic organization of the 
production and marketing system of coffe~ on the farm gate pricp.. 

b. Data Sources 

The data for the analysis were tAken fram a survey of coffee farms in the 
Northwest Region of Honduras(IHr~, 1980a; ~CAFE, 1980b). This area of the 
country is a very important coffee production region, and is considered by 
IHCAFE to contain a representative sample of coffee farms under different 
conditions of size of area in coffee, productivity levels, and use of 
production technologies. The survey was carried nut for the 1979/80 harvest 
with a sample of 263 coffee farms selected randomly throughout the region 
under study. 

General descriptive information on the quality of life of small and 
medilJll-small coffee farm families, as well as general economic and social 
characteristics of small and medium-small coffee farm production was taken 
fran both the IHCAFE data and an AID financed survey of small farms 
nation-wide(see: AID Agricultural Sector Assessment and Annexes, 1978) This 
survey comprised a ramdamly selected sample of 2,073 small farms of up to 35 
hectares. Data were collected in March 1976 for the 1975 harvest in five 
regions of the country, and in March 1978 for the 1977 harvest in the 
remaining three regions. Of the total sample, those farms with more than one 
hectare and which produced coffee in the sF,mple years were selected for the 
general analysis of the target populatioo. This produced a sub-sample of 251 
farms distributed through~it all regions of Honduras. 
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The hypotheses in stated above were tested by analysis of covariance (No. 1 
and 3J and by analysis of partial variance(No. 2) in order to control for the 
effect of the covariate "Area in Coffee". The extent of farm land in coffee 
was considered potentially to account for extraneous variance in two dependent 
variables, "Adoption of Teclmology" and "Farm Gate Price". A decision was 
made early on to control statistically for this effect in order to pinpoint 
the effect of other independent variables. In all of the analysis presented 
below, the "Area in Coffee" is treated as a covariate and its variance removed 
fran the dependent variables so as to increase measurement precision of the 
independent variables. This provides an indication of the expected effects of 
Project activities for coffee farms of any size. Since the existing technical 
assistance and credit delivery system is oriented toward the larger coffee 
producer, a failure to partial out (or control statistically) th~ variance in 
the dependent variable "Adoption of Technology" or "Farm Gate Price" would 
produce misleading results for a predictive analysis. Confounding the effect 
of the "Area in Coffee" with the Project carponents would not penni t an 
assessment of the potential for the Project to effect similiar changes on 
small farms, which are not currently the focus of DiCAFE's technical 
assistance and of credit programs in general. 

This method of analysis allowed an examination of the effect of technical 
assistance and credit on the adoption of teclmology, the effect of the stage 
of coffee processing at point of sale on farm gate price received per quintal 
oro, and the effect of the type of purchaser of the coffee on the farm gate 
price. Analyses were conducted for all si~es of coffee farms in order to 
assess these effects on the target population of coffee farms, and to 
demonstrate that small farms are not at a disadvantage simply because of their 
size. In these cases the analysis of covariance is most appropriate since the 
covariate is a continuous variable while the research factors are nominal 
variables(Cohen and Cohen, 1975). The research factors were coded as dummy 
variables. The analysis of covariance was carried out with a DruUtiple 
regression approach in order to be able to test the normal analysis of 
covariance assumption of regression homogeneity, i.e. the assumption of equal 
slopes indicating the lack of statistically significant factor(s)-by
covariate(s) interaction. Where this assumption is confirmed, it indicates 
that all farms, small or large, would be equally 9.ffected by changes in 
categories of the Project intervention activities under study. Where the 
assumption does not hold. it means that the effects are differentially 
different for different size farms by activity category. The regression 
equations for each set of analyses were produced and graphed for greater 
clarity of presentation. 

Since all of the variables in Hypothesis 2 are continuous, an analysis of 
partial variance was performed(Cohen and Cohen, 1975). This allowed an 
examination of the effect that adoption of teclmology has on the farm gate 
price per quintal after partialling out of the farm gate price the effect of 
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area in coffee. This analysis tested the effect of adoption of technology on 
fann gate price "adjusted" for the area in coffee, or with area in coffee 
"held constant statIstically". 

The first step in each of the analyses presented was to test for the 
regression homogeneity so as to take acount of any significant interaction 
effects between the independent variabl~s of interest and "Area in Coffee". 
Where the interaction effect was found non-significant at the alphazO.OS 
level, then the interaction tenns were dropped from ~he analysis model and the 
sum of squares due to interaction effects pooled into the residual sum of 
squares. To simplify the presentation, only the final model of each analysis 
is presented, after havir~ dropped non-significant aspects(at alpha-O.OS) and 
having pooled the non-significant sum of squares into the residual(error) sum 
of squares. 

d. Effects of Technical Assistance and Credit on the Adoption of 
TeclDlology: 

The first hypothesis to be tested can be stated as follows: 
Can the provision of technical assistance and credit result in the 
adoption of prOduction teChnOlOgy independent of the size of the area of 
the fann In cOffee? 

nus hypothesis was tested by an analysis of covariance with adoption of 
technology(ADOPTEC) as the d~endent variable and technical assistance from 
IHCAFE(ATHIC) and credit(CRED) as the independent variables, controlling for 
the area in coffee(ARCAFE). The results of this analysis are given in Table 
10 below. 

These results indicate that each of the independent variables and the control 
variable separately account for a significant portion of the variance in 
Ado{'tion of Technology. The total amount of variance in the dependent 
varIable accounted for by the additive effects of the indep~~dent variables is 
2l.39%(as indicated by the R SQUARE figure in the table), and is statistically 
significant at a 0.01. 

To more clearly see the effects of technical assistance and credit on adoption 
of technology after controlling for area in coffee, a series of regression 
equations were c.a1culated fran the data. This information is slllllUlrized in 
Gra{'h 1. The positive slopes indicate that for any category of technical 
aSSIstance or credit, the more area the farm has in coffee the more technified 
it is likely to be. The lack of interaction(that is, the equality of the 
slopes for each regression line) indicates that the magnitude of the effects 
of technical assistance and/or credit on adoption of technology are the same 
for all coffee farm sizes(i.e. area in coffee). MOreover, the graph of the 
regression lines makes clear that the greatest gains in adoption of technology 
are realized by the provision of both technical assistance and credit. The 
effects of technical assistance are greater than the effects of credit alone. 

http:alpha-O.05
http:alpha0.05
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This latter finding is to be expected given the fact that while same 
technologies do require investment capital(such as fertilizers and new 
varieties) the successful adoption of any technology, be it labor or capital 
intensive, requires knowledge of its correct a~lication. Thus the analysis 
a ears to confirm the othesis that the rovi_:on of technical assistance 
by IHCAFE and of investment cre it will result in an increase adoption of 
cOffee productIon techriologies regardless of the size of the area in coffee. 

TABLE 10 
ANALYSIS OF COVARIANCE: 

AOOFI'ION OF TEaiNOLOGY WI1H TOCHNICAL ASSISI'ANCE FROM IHCAFE, 
ffiEDIT, AND nIB NUtmER OF MANZANAS IN ClJFFEE 

OOLRCES OF VARIATION SUMS OF S(JlARBS DEG. OF FRBEOOM F-TEST SIGNTFIr~,NCE 

1. SS due to ATHIC, 14770.397 3 23.502 0.01 
CRFll, and ARooE 

1.a. SS due to ATHIC 5326.969 1 25.428 0.01 
adjusted for CRID 
and ARCAFE 

1. b. SS due to QU!D 1859.531 1 8.876 0.01 
adjusted for ATHIC 
and ARCAFE 

1. c. SS due to ARCAFE 2639.273 1 12.598 0.01 
adjusted for ATHIe 
and QUID 

2. SS residual 54258.873 259 

mLTIPLE R 0.4626 
R~ 0.2140 
STANDARD FRROR 14.4739 

d. Effects of Technology. Technical Assistance and Credit an 
PrOducti vi ty: 

The average level of productivity for coffee farms in Honduras is 2.51 
quintals oro per hectare, with a standard deviation of 1.02 quintals. 
Approximately two-thirds of all coffee farms in the country average between 
1.49 and 3.53 quintals oro per hectare in coffee production. Of the target 
farms, 26.8% produce less than 5 quintals per hectare, 45.8' produce between 5 
to 10 quintals, and 27.5' between 10 to 15 quintals. The average target group 



ANNEX "G" 
Page 19 of 28 

coffee farm has a higher productivity level than the national average. This 
is because the micro-producers have ~een elUminated from the target 
population(see section on Target Population: Selection Criteria). These 
micro-farms characteristically have prOductivity levels well below the 
average, thus skewing the national average to the lower end of the 
productivity scale. The target population is still characterized by low 
levels of productivity which would make the use of rust control technology 
prohibiti.vely expensive. The observed differences in productivity per hectare 
for coffee farms of different sizes are non-significant(r-0.156; na 259; . 
t=1.577, not-sig. at a-0.05). The relationship between the area of the farm 
in coffee ~roduction and productivity is also non-significant(r-0.066). The 
factors whIch are positively related to productivity are: technical assistance 
from IHCAFE(r-G.174; a~0.042)· the use of fertilizer(r-0.263; a-0.002); plant 
repopulation(r-0.2l4; a=0.012~; and access to credit(r-0.206; a-0.015). ~ 
an increase in access to IHCAFE technical assistance, to credit; and the 
increased use of these selected technologies can be expectea to increase the 
prOductivIty of the coffee farm, regardless of the sIze of the area In coffee. 

f. Effect of Adoption of Technology on the Farm Gate Price of Coffee: 

The hypothesis to be tested here is stated as follows: 
Can the Farm Gate Price of coffee be exeected to rise as a result of the 
adgption of coffee prOduction tecnnologles ind~endent of the size of the 
area of the farm In coffee? 

This hypothesis was tested by means of an analysis of partial variance. This 
type of analysis is very swlar to an analysis of variance, and indeed the 
first part of tbe analysis is a conventional analysis of variance to assess 
the s~arate effects of the independent variables on the dependent variable. 
In this case, the dependent variable is the Farm Gate PricelFGP) measured as 
the value received per quintal oro of production. The independent variables 
are the Adoption of TecJ1nology and the Area of the Farm in Coffee. The 
analysis of variance results are ~iven in Table 11. 
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FARM GATE PRICE WIlli AREA IN COFFEE AND AOOPTION OF TOCHNOLOGY 

SOURCES OF VARIATION sm-5 OF SWARES DEG. OF FREEOOM F-TEST SIGNIFICANCE 

1. SS due to AROOE 90651.379 2 11.238 0.01 
AND AOOPTOC 

1. a. SS due to AROOE 40256.173 1 9.981 0.01 
adjusted for AOOPTEC 

1. b. SS due to ADOPTFC 25131.371 1 6.231 0.01 
adjusted for AROOB 

2. SS residual 1032519.811 256 

MlLTIPLE R 0.2841 
R~ 0.0807 
STANDARD ERROR 63.5081 

This analysis of the data indicate that both the Area of Farm in Coffee anti 
the Adoption of Technology each accotmt for a significant independent portion 
of the variance in the Farm Gate Price after controlling for each other. 
Together, in the full additive model, they accOlDlt for a significant 
proportion of the variance in the observed Fann Gate Price as indicated hy the 
significance level of the overall F test. This is the case even though the 
total variance accotmted for in Farm Gate Price is urner 10\. The fact that 
so little variance is explained merely indicates that there are other 
potential explanato~' factors affecting the Farm Gate Price which have not 
been considered here. It does not negate the demonstrated explanatory value 
of the factors tmder consideration in the present analysis. 

In order to more precisely examine the effect of the Adoption of Technology on 
the Farm Gate Price independent of the effect of the Area in Coffee, an 
analysis of partial variance was ~erformed(see: Cohen and Cohen, 1975, 
pp.363-367). This allows an exaDllnation of the relationship between Adoption 
of Technology on the Farm Gate Price adjusted for the Area in Coffee. That 
is, the dependent variable now becomes the Farm Gate Price after the variance 
in it associated with Area in Coffee has been partia11ed fran it. This is 
accomplished by combining the ~tandardized beta for Area in Coffee times its 
mean wi th the constant to form a new con.:;tant, while retaining the 
unstandardized beta for Adoption of T~dmo10gy fran the full additive model as 
the regression slope. Thus, the relation~hip examined is that between the 
Adoption of Technology with that portion of the variance in Farm Gate Price 
not accounted for by the Area in Coffee. Using the regression results which 
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were used to produce the analysis of variance information in Table 11 above, 
the relationship between Adoption of Technology and the adjusted Farm Gate 
Price is as presented in Graph 2. 

The fact that the slopes' of the regression lilj\~S given above are positive, 
indicates that one can expect the adoption of coffee production technologies 
to have a positive effect on the adjusted farm ~ate price given the present 
distribution of income. A visual Inspection 0I Graph 2 demonstrates this 
strong positive relationship between the percent adoption of technology and 
the adjusted farm gate price. Thus, it can be expected that coffee farms of 
all sizes will experience an increase in absolute iJ (cane through the adoption 
of production technOlogies. 

Since the Farm Gate Price of coffee fluctuates between harvests, this results 
in the above regression analysis being specific to the harvest year. It was 
decided, therefore, to convert the regression equation to a more general 
form. According to IHCAFE sources, the proportion of the export price 
received by the farm is more or less stable, while the absolute price level 
will fluctuate from year to year. Thus by converting the present data on Farm 
Gate Price into the Proportion of the Export Price received by the producing 
farm, it is possible to calculate the regression line which defines the 
relationship of the Adoption of Technology to the Farm Gate Proportion of the 
Export Price adjusted for the Area in Coffee. This relationship is given in 
Graph 3. 

This data indicate that after partialling out the effect of area in coffee on 
farm gate ~rice, thera is a significantly positive relationship between the 
latter varIable and the adoption of technology. This suggests that the 
adoption of coffee production technologies can have a positive impact on the 
relative income of the target population. 

In sum~ the results of this analysis a~ear to confirJJJ the second hyPothesis 
that t e adoptIon of prOduction techno ogy tends to lead to an increase m the 
farm gate price per tliintal of coffee. Moreover, both the absolute and 
relatlve lncomes of e target ted coffee farm can be expected to Increase as a 
result of the adoption of technology. 

g. e of Purchaser on Farm 

The price received for coffee, however, does not depend exclusively, or even 
primarily on the results of production teChnOlories. This is evidenced by the 
low, albeit significant, amount of variance exp ained by the regression 
equations. Sane of the marketing aspects of coffee which sean to effect the 
incane received by the producer are explored in this section. 

The first area to be explored is the State of the Crop at the Time of 
Sale(ESTADOVT). There are basically five different states of sale of the 
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coffee crop: Flor, representing the sale of the crop in the flowering stage; 
Uva, which is the sale of coffee immediately after the harvest and before any 
processing has taken place; Pergamino Humedo, which represents the sale of 
the crop after the coq>leti.on of the initial stage of processing; Pergamino 
Seco, representing the coffee in after an intermediate stage of processing has 
been completed; And Oro, the coffee bean after all processing has been 
completed. Each of these five states of coffee were coded as dummy variables, 
with Oro as the control group. The effect of the variable ESTADOVT on the FGP 
was then analyzed after controlling for the effects of ARCAFE. These results 
are given in Table 12. 

TABLE 12 
ANALYSIS OF COVARIANCE: 

FARM GATE PRICE WIlli Sf ATE OF COFFEE AT TIME OF SALE 
AND 1HE NUMBER OF MANZANAS IN roFFEE 

SOURCES OF VARIATION SUMS OF S<pARES DEG. OF FREEDOM F-TEST SIGNIFICANCE 

1. SS due to 
ESTAOOVT, ARCAfoE 

La. SS due to 
ESTADOVT adjusted 
for ARCAFE 

1. b. SS due to 
ARCAFE adjusted 
for ESTADOVT 

2. SS residual 

KlLTIPLE R 0.3874 
R SQUARE 0.1501 
S1~ ERROR 61.4248 

168602.07 

103082.78 

43451. 77 

954569.12 

5 8.937 0.01 

4 6.830 0.01 

1 11.517 0.01 

253 

1be data above indicate that both the State of the Coffee at the Time of Sale 
and the Area of the Farm in Coffee have significant independent effects on the 
Farm Gate Price. To more clearly see the relationship between the State of 
the Coffee and the Farm Gate Price, a series of regression equations were 
calculated to represent each of the various categories of ESTAOOVT. These 
regression lines were then ploLted across a range of values for ARCAFE. The 
results are presented in Graph 4. Since less than 1% of the farms surveyed 
sold their crop in oro, this category was dropped from further analysis. In 
addition, since the standard errors for the constants in the regression 
equations are rather large, these are presented in parentheses below the 
corresponding term. 

'fhe data in Graph 4 demonstrate that the more the crop is processed the higher 
the Farm Gate price received. Another important finding of this analysis is 

http:954569.12
http:43451.77
http:103082.78
http:168602.07
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the large degree of variability found in prices received for any given state 
of sale. However, the more the crop is processed, the less the variability in 
the price it brIngs to the producer, with this variability progressively 
decreasing as one moves from selling in flor(Lps. 90) to pergamino seco(Lps. 
64). This suggests that to the extent that the producer is able to sell his 
crop in a more advanced state of processing, the probability increases that 
his income per unit of production will be both higher and more stable. 

Turning attention now to a related aspect of the marketing of coffee, an 
examination is made of the relationship between the Purchaser of the Crop and 
the Farm Gate Price. The analysis of this factor follows the identical 
proceedure as that used above for analysis of the State of the Coffee and Farm 
Gate Price. However, unlike the former analyses, a si~ificant interaction 
was found between the category of Purchaser of the Crop(OOMPR) and the Area of 
the Farm in Coffee. The results of the analysis of covariance are given in 
Table 13. 

As this set of data indicate, both OOMPR and ARCAFE each contribute 
Significantly to the variance explained in the FGP. Moreoever, the 
significant interaction term indicates that the effect of ARCAFE on FGP 
differs from category to category of OOMPR. This latter effect is more 
readily perceived by an examination of the individual regression lines for 
each category of COMPR across ARCAFE. This infonnation is presented in Graph 
5. Again, as was the case wi th FSrAOOVT, the standard errors of the 
unstandardized regression coefficients are relatively lar~e, indicating that a 
great deal of variability exists in the Farm Gate Price WIthin each category 
of OOMPR. This information is given by the standard errors in parentheses for 
each equation represented on the graph. 
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FARM GATE HUGE WIm TYPE OF P'JROIASER AT TIME OF SALE 
AND 'lEE NUMBER OF MANZANAS IN OOFFEE 

somcES OF VARIATION SUMS OF S<pARES DEG. OF FREEOOM F-TPSl' SI~IFICANCE 

Saturated M>del 

1. SS due to 154462.53 7 5.717 0.01 
oom, ARCAFE 

and COMm. X ARCAFE 

Additive lttxlel 

2. SS due to COMPR, 122578.21 4 7.940 0.01 
ARCAFE 

2.a. SS due to 57058.91 3 14.784 0.01 
ESTADOVf adjusted 
for ARCAFE 

2.b. SS due to 20213.15 1 5.237 0.01 
ARCAFE adjusted 
for HSTADOVf 

Interactions 

3. SS due to 31884.32 3 2.754 0.01 
interaction 
of COMm X 
ARCAFE 

4. SS residual 968708.66 251 

MJLTIPLE R 0.3708 
R SQJARE 0.1375 
STANDARD :ERROR 62.1241 

A glance at the graphed regression lines suggests, however, that those farms 
selling their crop to cooperatives in general receive a higher price per 
quintal, although the price recieved declines slightly (as indicated by the 
negative slope) as the area in coffee increases. On the average, those 
selling to intermediaries tend to receive a lower price, with farms with less 
than 16 manzanas in coffee doing better with intermediaries on the farm 
(IFINCA) and farms with more than 16 manzanas in coffee doing better by 
selling to intermediaries in the town (IPUEBLO). Since all the targetted 

http:968708.66
http:31884.32
http:20213.15
http:57058.91
http:122578.21
http:154462.53
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farms for this Project have less than 14.5 manzanas (approximately 10 
hectares) in coffee, these farms tend to receive the highest price for their 
crop from the cooperatives, and the lowest price from the intermediary on the 
fu~ 

To aSsess the effect of ESTADOVT or COMP.R on the distribution of income 
generated by coffee, one need only convert the regression equations already 
presented to reflect their effect on the Fa~ Gate Proportion of the Export 
Price. This information is presented in Graphs 6 and 7 for State of the Crop 
at Time of Sale and Category of Purchaser, respectively. As is indicated by 
the data, those farms selling their crop at later stages in the processing 
receive a larger proportion of the export value of the crop. Also, as in the 
previous analysis, there is a significant degree of variability around the 
regression line for each category, which reduces relatively for categories 
closer to the state of final processing. 

What is particularly noteworthy in this set of data, is tt~t the farm gate 
proportion of the export value of the crop can be nearly doUbled simply by 
having the capacity to sell in pergamino rather than in either flor or UV3. 
The added value of the crop in pergamino is not solely due to its value added 
by processing, but also to the fact that coffee in pergamino can be stored 
when prices are low to be sold when market prices are higher. This is not an 
option when the crop is sold in flor (before the harvest) or in uva, which 
must be processed within a couple of days of the harvest or it will rot. Thus 
the price received for sales in either flor or uva appear to be more 
immediately suceptable to fluctuations in the commodity market, as well as 
having a lower initial value since the crop is completely unprocessed at the 
time of sale. 

An examdnation of Graph 7 indicates that those coffee farms selling their crop 
to cooperatives tend to receive the highest proportion of the export price per 
quintal oro. For those selling to intermediaries, coffee farms with under 16 
manzanas tend to do better by selling to intermediaries on the farm, while 
those with more than 16 manzanas tend to do better with intermediaries in the 
town. However, the difference between the intermediaries as a group and the 
cooperatives also appears to be significant. This would seem to indicate 
confirmation of the conclusions of other studies on the marketing aspects of 
coffee produced on small and medium-small coffee farms in Honduras, indicating 
that the intermediaries retain a larger share of the profits generated by 
coffee than would be warranted by applying cost and risk-taking criteria(see: 
Kawas and Zuniga, 1979, p.47ff). 

Although this would seem to argue favorably for the expansion of the 
cooperative movement among coffee producers, this is not likely to happen 
wuess these producers are organized by some organization external to 
themselves(such as the government) and providing substantial individual 
economic incentives(see: Paige, 1975, pp.45-48; and TARGET POPOULATION 
DESCRIPTION: Or~anization, above). One possibility for strengthening the 
coffee cooperatIve movement would be to encourage the farmers of a Department 
or other defined zone to form organizations or to join existing ones. This 
can be done if IHCAFE technical assistance and tralnin~ stresses the 
advantages of cooperatives. Thus, the Project design Incorporates this 
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approach, to be implemented throughout the project life. Such a strategy for 
Project implementation is in keeping with the overall goal of improving the 
economic conditions of the small and medium-small coffee producers. 

6. SPREAD EFFECTS 

1nere are three main sources of spread effects anticipated within the Project 
design. The first is within the target farm itself. As the benefits of the 
Project become evident to the original participants, it is expected that these 
farmers will gradually technify more of their existing coffee land. Second, 
the demonstration effects can be expected to influence neighboring farmers to 
attempt a technification program on their own lands. Third, as IHCAFE 
develops, tests, and refiLes its technical assistance delivery capability, it 
will be able to include inaeasing nllllbers of the target population within a 
permanent on-going technification program. Should a sustained effort by 
IHCAFE eventually reach al] of the target population, this would represent 
approximately 54% of all coffee ff tInS and 80.1% of the total area of coffee in 
Honduras. 

7. OONCWSIONS 

The Project design estirrates that during the life of the Project approximately 
3100 to 3200 small and medium-small coffee producers will be aided. This 
represents approximately 12\ of the total target population of 26,420 farms. 
If it is assumed that these farms are proportionally distributed by size class 
as presented in Table 3, then approximately 9833 hectares in coffee will be 
reached by the Project. This respresents 12.1\ and 9.7\ of the area in coffee 
for the target population and the national total, respectively. The expressed 
willingness of the Government of Honduras to continue providing credit to 
these same farmers and to gradually expand the Project to include additional 
small and medium-small producers augurs favorably for substantial and 
long-term spread effects within the target popoulation. 

The feasibility analysis supports the first two hypotheses: 

1. That the provision of technical assistance by IHCAFE and of 
credit will result in an increase in the adoption of coffee 
production technologies, regardless of the size of the farm area in 
coffee. 

2. That the Farm Gate Price per quiJltal oro will increase as a 
result of the adoption of the production technologies, regardless of 
the size of the farm area in coffee. 

1be confirmation of hiSotheses 1 and 2 indicate the soundness of the project 
design to effect the a ~tion of appr~riate prOduction technologies on small 
and medium-small coffee arms through~e provision of techriical assistance 
and investment credi t; and thr0i!h the adoption of techriology to effect an 
increase in both the absolut.e em relative incanes of the target population. 
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Both the absolute and relative income gains to the producer are, however, 
constrained by the structure of the marketing system as indicated by the lack 
of support for the third hypothesis. The income and income share received 
appears to be somewhat dependent on the state of the crop at the time of sale 
and on to wham the crop is sold. Based on the separate analysis of these 
factors, it was found that absolute and proportional income to the producer 
can be increased by increasing the crop processing capacity of the farm. 
Likewise, both absolute and relative income are increased when the crop is 
sold to cooperatives rather than to middlemen. Although these factors were 
not analyzed in combination, it seems reasonable to conclude that a coffee 
producer able to sell the crop in ~ergamlno seco and to a cooperative would 
tend to receive the best price, an realize a greater share of the profits 
from his production than other producers selling in other combinations. The 
project design incorporates these concerns. The technical assistance and 
credit will include appropriately designed technology for at least one stage 
of processing before the crop is sold. Appropriately low-cost hand operated 
depulpers are currently imported and marketed for under $500-$600. Also, the 
USAlD1Honduras Rural Technologies Project could be utilized to promote the 
local manufacture and distribution of the depulper, thus possibly reducing the 
cost of the technology to the coffee producer. 

Project training and technical assistance will promote the devel~ent of 
producer cooperatives, and through this, improve their market posltion 
vis-a-vis the intermediaries. IHCAFE has already begun same work in this area 
through the organization of the smaller coffee producers and in organizing a 
system of beneficios for processing and marketing the crop. 

The description of small coffee farm characteristics leads to the conclusion 
that the project design has taken into account the relevant factors. The land 
tenure constraint is dealt with through the proposed credit arrangements. 
Target group farms have sufficient area in coffee to permit the introduction 
and use of proposed production teclU1ologies. Credit is provided through the 
project to small coffee farms which have heretofore had limited access, and 
technical assistance will be provided as well. The constraints posed by 
de~endence on hired labor have been taken into account by the project design, 
whlch factors in labor as part of the cost of investment credit. The 
constraint posed by the low level of coffee farmer organization will be 
addressed by the technical assistance and training approach. 

&=~l farmer characteristics are, similarly, not a constraint to the project 
strategy. Small coffee farmers aTe already risk-takers and, given the 
conditions under which project financed credit will be provided, they will be 
likely to take the further risk of long-term investment credit. A motivation 
to technify already exists and will be strengthened by the training component. 
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EL PlQU%ta IE LA RO'/A DEL CAFE Y StS cnmxl.1EN:IAS 
IS EL l5EWEOO CAfiCOl"ltJR IE RCidJRAS 

ANNEXH 

'En el. case de Honduras, donde no se ha generalizado Un alto grado de 
tec::Dificac:ioo de cafetales, el problema de la Roya cobra importancia vital. por 
su alto poder para reducir significativamente la produccion naeiooal del grano 
y sus consecuencias en la econanl'a general del pars. La Roya l,Xldrla reducir 
la produceio'n en IIUlChos cases a la mitad, y en otros aeabar con la de muchos 
pequefios productores si no se taM las medidas adecuadas. 

r..oS efectoS de la Roya son maB severos cuanto menos tecnificada este'la 
PJ,.antacion de cafe. Por el nanento, 81 se mantiene la plantae ion en un nivel 
alto de tecnificacion, el problema de la Roya puede ser oontrolado aunque no 
erradieado, 10 que presup::me que el proc1ucter cafetalero hondureno tendra que 
aprender a eawivir con la Roya, mientras no surja una forma viable de 
erradiearla. 

En Honduras el proceso de tecnifieacion 0 mejorarniento de los cafe tales con 
miras a obtener mas altos rendimientos y mejor productividad, ha sido 
responsabilidad mayormente del Institute Hondurefio del cafe' com:> organisroc> del 
Estado, habiendo obtenic1o diversos logros en el canpo, especialmente con los 
mediaoos y grandes eafieultores que generalmente son los mas receptivos al 
cambio tecnol09iCO y los que consiguen con menor dificultad los recursos 
financieros para atender las necesidades de la finea. Sin embargo, el grado 
de tecnificacion alcanzado es considp.rado, por el propio Instituto, c::aro un 
mejoramiento parcial (semi teenif icado) de los cafetales. hondurenos. El 
siguiente cuadro ilustra brevemente la relacion entre area mejorada 
(semitecnficada) y area J'X) mejorada con los rendimientos pranedios respectivos. 

CXMPAR.~CN DE RESULTADOO EN FINCAS IE CAFE COO Y SIN l~IFIC1\CICN 

sistema Area , de! PrOduccidn ,ae! pranedio Tamano Nlinero 
TOtal TOtal 1979-80 TOtal produce. ~IaS cam:in de Agri-

de Cafe (miles qq.) por Mz. de Fincas cultores 
Mzs. (1979-80) (r>lzs. ) 

semi-
$. 

Tecni-
Ficado ~O.OOO 34 713 46 12 15-20 1,350 

NoTec-
nifieado 115,000 66 837 54 7 0-15 40,000-47,000 

TOtales 175,000 100 1,550 100 8.85 3.6 

FUente: (1) Estimacion del Impacto Eoon6nico de la Rays del cafe to en 
Hooduras, Febrero de 1980. 

(2) 'lSAID/S - Project Identificatioo Document. 
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La laoor de tecnificacioh del IHCAFE en los cafetales del pars no ha podido 
l.legar alin a un nGmero significativo <Ie agricultores por falta de mayores 
recursos de 'la pro,ia InstituciOn, J!C!r la infraestructura de las areas 
cafetaleras.y por la estrechez eooncmica de IIUlChos caficultores, por 10 que en 
el case de aquellas areas consideradas CCIIO mejoradas, el grado de 
tecnificacion alcanzado esta todavla por debajo de los pranedios normales de 
1:ecoologla del cafe de otros parses. El grade de mejoramiento alcanzado por 
el caficultor hondureno hasta el presente, y donde el Instituto ha tenido 
blena participacion, se lirnita a la incorporacion y adopcioo de algunas 
praeticas y,no a la aplicacion de todo un paquete tecnologic(). De ah! que en 
el caso de las areas semi-tecnificadas el rendimiento pranecllo de 12 qq. de 
cafe' por manzana se oonsidera roy bajo para la caficultura mcxlerna. LOs 
pequeoos productores, por el contrario, que constituyen la mayorla de los 
caficultores, tiene ante sf un panorama distinto. Los reooimientos de 7 qq. 
per manzana son extremadamente bajos. 

Las plantaciones de estos peqllei\os caficultores presentan las siguientes 
caracterlsticas 0 condiciones: variedad de cafe' P9CO productiva, ba)a 
densidad de arroles, sorrbra excesiva, poco 0 ningun control de plagas y 
enfermedades, deficiente control de malezas, ninguna 0 insuficiente 
fertilizacion, ausencia de t;:Odas periOdicas, poca 0 ninguna conservacicSn del 
suelo. Ante esta situacioo, el pequeno caficultor esta indefenso ante un 
ataque severo de la Roya. Solamente un vigoroso programa de n.:joramiento 
tecnologico es capaz de producir plantaciones sanas y vigorosas con 
reooimientos suficientes para resistir la inevitable reduccion en rendimientos 
que produce la Roya y aun derivar l. '1 beneficio razooable. 

RAZGCS IMPORTANl'ES DE UN PRXilW·tz\ DE CREDI'ro PARA EL 
NFJQIW.ll~'TO DE CAFEl'ALES PARA PE~OO AGRICUi"rom;s 

El prOI;X5'si to del programa de Hejoramiento de Cafetales es iniciar una 
estrategia de mejorarniento de cafe tales de pequenos caficultores, para 
derrostrar que aplicando un determinado paquete de tecnologla, en arm:xlla con 
otros elementos ba'sicos caro el credito, ~ede contrarestarse los ataques de 
la Roya del cafe .... e incluso transformar la unidad productora en una de 
rendimientos atractivos para el agricultor. 

Para lograr este propOsito, el prograrna tendra que contar con una organizacion 
agil y efectiva capaz de impacta el pequeno agricultor hasta lograr el cambio 
tednologic::>. El programa debera inoorporar los siguientes lineamientos 
pr incipale s: 

El cre<Uto debera'ser suficiente en cantidad, llegar oportlll'amente al 
agricultor a t~aves de una fuente confiable y los plazas para el page 
de la deuda deberan estar en estrecha arrronla con el flujo de 
ingresos que la plantacioo renovada genere 
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debera' exlstir una estrecha sincronizacioo entre' el credi to y la 
asistencia teenica, 1.liguiendo la roodalidad del' ncreaito orientado" 

la ~istencia te'Cnica se~a el elemento determinante para el exito del 
proyecto, por 10 tanto, la efectividad con que esta se ofrezca debera 
ser objeto de constante examen. y eValuacion 

la provision de los insUI1X)s de produccio'ij debe r a"" ser objeto de lD'la 
progrrnacioh cuidadosa asegurcindose que estos esten disponibJ.es en 
lugares accesibles, en calidad, cantidad y precios adecuados, as! 
CCII'O en las fechas oportunas. En ciertos casos el cr€dito podrla ser 
en especie para asegurar el uso de ciertos insumos. 

la disponibilidad de arbolitos de cafe para las siembras en cantidad 
suficiente y a precios razonables cobra importancia capital en este 
proyecto y debera ser objeto de cuidadosa progr~i6n por parte del 
mCAFE. 

el personal que maneje el cre'dito y la asistencia tecnica debera 
estar debidamente adiestr.ado, capacitado y muy rrotivado 

. '" en los casos donde el personal sea nuevo 0 carezca de la preparaclon 
adecuada, deberan ofrecerse cursos de capacitacion, seminaries y 
otros adiestramientos para superar las deficiencias Observadas 

las funciones del personal del programa deberan ser bien oonocidas y 
estar consignadas claramente en un l-lanual de Operaciones del 
programa, evitaiidose la duplicacion de funciones. 

serctconveniente concentrar el esfuerzo del programa en determinadas 
zonas seleccionadas y no dispersar en todo el territorio nacional 
donde se pr.oJuce cafe: Para seleccionar las zonas se deben tamar en 
cuenta entre otros: la concentracion del prototipci de agricultor que 
se beneficiaradel programai la infraestructura yaccesibilidad 
mfnima que perrnita la adecuada novilizacion del persooal del programa 
y de los ins\JlTOs que el agricultor necesitara transportr incluyendo 
sus cosechas; el grado de pdoridad de las zonas en base a los 
parametros de elegibilidad que se establezcan. Esto facilita un 
esfuerzo concentrado necesario para dernostrar los ~ritos y la 
factibilidad tecnica y econOmica de la renovacion cafetalera. 

http:disponib.es
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VIABILIDAD EXXNCMI~ Y FINA1ClERA IE POOIBLES ESaJEMAS DE ~oo 
W'i!iiW:ERA PABA txl'1i'RARE'Sl'AR IN fi'fi!J.I(i; IE IA ROYA 

Los ESquemas de Renovacion cafetalera 

El Di"CAFE ha disefiado varios esquemas de reJ'lOl18Cioo cafetalera con el 
proposito de representar las situaciooes que existen en el canp:> Y el nivel de 
esfuerzo teCnicoy ec:amico necesarios para lograr el mejoramiento adecuado 
de las plantaciones de cafe. Luego de exam1nar estos esquemas se recanienda, 
con el endoso del IHCAFE, adcptar doe eaquemas, uno de renovaciOn draitica y 
otro de renovacion parcial. . 

La renovacioo drantica (esquema 1) c:onteIrpla la elimiriacion total de la 
plantaci6n de cafe .... existente y el establecimiento de una nueva plantacion 
ccnteniendo aproximadamen~ 3,300 arboles de cafe per man~. 

La RencNacion r:mcial (esquema 2) consiste en mejorar la plantacioo lnediante 
la pcda y la te{X>blacioo de arboles para alcanzar un nGmero de arboles de cafe 
por manzana y rendimientos similares al esquema 1. 

CorID anexo a este inforrre se incluyen des cuadros describiendo las ~racti.cas 
agronc:inicas a realizarse, costos y rendimientos por manzana de cafe para cada 
wx> de los des esquemas propuestos. 
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JIetD (3,294) (1,380) 145 2,198 ., .. 2 
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IIajN8aB 1,300 3,575 5,005 
QI8tD8 1,937 1,747 2,299 2,735 
8atIIB (1,937) 447 1,276 2,270 

5 6 7 8 . 

45 45 40 40 

6,7Z1 6,7Z1 6,240 6,240 
3,.251 3,420 3,320 3,665 
3,476 3,307 2,920 2,575 

45 45 40 40 

6,71:1 6,7X1 6,240 6,240 
3,175 3,340 3,236 3,398 
3,552 3,387 3,004 2,842 
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late esquema requiere de una inversion de L 4,674 por manzana durante un 
per!odo de dos anos de establec~iento de la plantacidh,durante los cua1es no 
hay producx:ioi'i de cafe. En el tercer afao nlCAFE estima una produccion de 25 
qq/manzana, aumentando a 35 qq en 'el cuarto ano, a 45 qq en cada uno de los 
aftos quinto y Sexto estabi,lizandose luego en 40 qq. Estos rendimientos 
'proyectados son al'~:>s y sOlo podran lcgrarae por medio de un plan altamente 
tecnificado a nivel de finea.' 

Asumiendo un precio inicial de L 130.00 por quintal de cafe y aumentaixlo10 en 
un 10% en el tercer ano en 4.5% en el quinto y 4.3% en p.1 sePtiJro, asociado 
CXIl un aumento anual de un 5% en los costes por ~fectos de inf1acien, la 
inversion de los primeros des anos puede recobrarse en un perlcx:1o de cioco 
afios a partir del estab1ecimiento inicial, sin tamar en oonsioeracidh e1 gasto 
por e1 pago de intereses sobre la inversi6n. Aunque en e1 tercer afio 1a 
oosecha a obtenerse permite cubrir los gastos, en realidad es en e1 cuarto ano 
cuando canienza a haber un sobrante significativo para e1·agricu1tor. En ese 
afx:> se estiman gastos de operacion de L 2,807 por manzana e ingreses de L 
5,005 10 que significa un sobrante oe L 2,198 por manzana. Asumiendo que e1 
pago de intereses sea de L 461 a razeil ae 14% anual por 1a totalidad de 1a . 
inversion, 18 ganancia serra de L 2,346 que equiva1e al 83% sobre la inversion. 

En base al precio estimado para ese ano de L 143 por quintal de cafe, se 
requiere un rendimiento de 23 quinta1es por manzana para cubrir los gastos, 
inc1uyendo e1 pago de intereses. En arios subsiguientes se requieren alrecledor 
de 25 quinta1es para cubrir los gastos. 

AUn despues de deducir otros gastos tales caro uso de algun equipo, usc de 
terreno, etc., que, de hecho no serran de mucha cuantla en e1 case de pequenos 
productores, quedarla una ganancia significativa anual y una plantaciOn de 
cafe' con capacidad para proc1ucir ingresos IX>r un nmrero apreciab1e de anas. 

E1 cuadro 1 muestra 1a situacion oe gastos e ingresos anuales para los 
~squemas 1 y 2 sin considerar e1 gas to de intereses 10 cua1 se hace en la 
proxima seccion donc]e se analiza 1a capacidad de pago. 

capacidad de Pago 

En 1a ~eccion anter ior quedo denostrado que 1a renovacidn de p1antaciones de 
cafe/es una operacion rentable. Sin embargo, puede observarse que se requicre 
una inversion considerable por manzana que no esta al alcance de los pequenos 
y mediano? productores., 
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I.tea c50e factores ma8 el elemento de riezgo, sienpre prt~te, ccnstituyen 
una baxrera formidable que inpide 1& introduccioo y adopci06 ~el nuevo ptoceso 
p:oductivo que tiene el potencial· de incrementar los in<3resos de los pequenos 
y _ianal agr icultorel y centrar •• tar loa amenazantea elementos negativoa de 
1& ~a dll cafe(. 

I 

LO anterior lignifica que la invlrlic:ll a hac.rae para 1& rlnovacion de las 
plantacicn81 debera ser mediante 1& obtenciOn de creditoa 2'r parte de los 
productorea bajo teJ:minos y condiciones qv.e guarden relaci~ con 100 .. 

',rlqUe,rimientos del esquema de re~acioh bejo caaaid.racion y la condicion 
eoonanica de los usuariOl del crecUto. 

El cuadro 2 resume la situacioo proyectada por manzana de cafe renovada, para 
efectos de capacidad de pago para cada uno de los dos esquemas. Se as\lt'le 
que: (a) e1 100% de La inversion por manzar~ sera~financiada mediante 
cre~Uto1 (b) e1 100% de los ingresos generados serah aplicados para e1 pago de 
principal e intereses tanando en cuenta tanto 1a deuda inicia1 (credito de 
refSlCcion) aSl como del creaito de prcxluccion(avi'o) hasta que se haya sa1dado 
el 100% del crecU to de refaccion; (c) caro co10rar io de 10 anter ior no se 
estima aJ:X>rtacion de parte del prcxluctor de otros ingresos que e1 produzca, 
para cubrir intereses 0 hacer amortizaciones al ~apital J:X>r concepto de este 
creaito. Quiere decir asi mismo que e1 no recibira ninguh beneficio econcinico 
durante los ai10s en que esta pag~o el credito de refaccion. Naturallilente 
que en IIUlchos cases en que e1 prcxluctor 0 mi~!mbros de su familia trabajan en 
las larores de can-po recibiran e1 beneficio del pago por La mano de obra 
aportada, por cuanto este gasto se ha inc1u~\~jo en el nmto del credito a 
otorgarse. 

Los resultados mas sobresalientes It'Ostrados en e1 cuadro 2 son los siguientes: 

1.- Aunque en e1 tercer y cuarto aBo se estiman producciones de cafe'de 15 y 
35 quintales por manzana y se generan ingresos de Lps. 2,145 y Lps. 5,005, 
respectivamente, no es hasta e1 quinto afio que comienza a hacerse 
amortizaciones a 1a deuda por e1 credito de refaocion uti1izado durante 
los ,dos primeros afios. E1 pago de los intereses aClUiU1ados se realiza en 
e1 cuarto y quinto afio y la deuda acurnu1ada,se cancela en tres anos a 
partir del quinto ano y terminando en e1 septiJro. La dilatacion en el 
canienzo del pago de la deuda refaccionaria se debe a que se da 
preferencia al pago de los creaitos anuales de produccion (avio) e 
intereses tanto de este creaito como de los intereses acurnulados.. Los 
intereses se calculan al,14% anual. 

En e1 septilt'O ana se produce, por primera vez, un sobrante neto al 
productor de Lps. 1,678 por rnanzana. De ahl en ade1ante e1 productor solo 
paga e1 credito de produccion y los intereses correspondientes por 10 que 
los ingresos por rranzana son apreciab1es, alrededor de Lps. 2,000, 
asumiendo naturalmente que se materia1ice La estructura de oosbos y 
precios del cafe estimada. 

http:obtenc.on
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3,294 461 
4,674 1,l.lS 

1,865 280 2,145 4,674 1,769 135 
1.651 1.651 2,942 412 3,354 4,674 772 

1.!i95 1.426 3,021 3,251 455 3,706 3,079 
2.l!J7 431 2.828 3,420 479 3,899 682 

682 95 m 3,320 465 3,785 1,678 CoR. 
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2.- ES necesario u.'1 t:er{odo de gracia para e1 page del preStanD de refaccicn 
de tres ai'ice para intereses y de cuatro anos para Capital. La 
alternativa de ade1antar las arlQrtiJaciones depende de que e1 produ~tor 
aplrte un porcentaje de 18 inversion inicial requerida. E1 cuadro 3 
muestra e1 efecto de financiar 80lamente e1 80% de 1a inversion inicial y 
de las necesidades anuales para creaito de produccion. En este caso 1a 
deuda acumulada al iniciarse e1 tercer afio - prUner ano de producci6n -
es de Lps. 4,631 ~ps. 3,739 capital y Lps. 892 interases) que es Lps. 
1,158 mellOr que 18 deuda (Lps. 5,789) si se financ!a e1 100% de 1a 
inversion. E1 periCdo de gracia serfa de dos alios para enp!zar a pagar 
intereses y tres para capital. J:n e1 quinto ano se. produce un sobrante 
para e1 productor mientras que esto ocurre en e1 sept~ aho cuando se 
financ{a e1 100%. 

• ,. .. .,I 

Es muy poslb1e que un gran numero de los ~enos ag~icu1tores de cafe no 
puedan ap:>rtar e1 20% tanto de 1a inversi6n inicial oaro de los gastos 
anuales de produccion. ' 

E1 cuadro 4 muestra e1 efecto de financiar1e e1 100% de 1a inversic>n 
inicial y e1 BO% de los gastos anua1es cuando oamienza a haber 
ptoduccion. En este caso, e1 productor obtiene lID sobrante apreciab1e 
para su uso en e1 sexto ano, 0 sea, un ailo antes de 10 que tend ria que 
esperar si financla e1 100% (cuadro 2). La alternativa de financiar e1 
100% de la inversion y el BO% de los gastos de operacion es altamente 
recanendab1e para los pequenos productores. En cada caso, sin embargo, 
siempre debera ana1izarse 1a capacidad de pago del agricultor y e1 monto 
a prestarse debera'estar en estricta funcion,de esta capacidad de pago. 
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1 2,635 369 
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3 15 2,145 
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321 - 321 1,600 224 1,824 3,739 1,094 .. 35 5,005 827 1,617· 2,445 2,246 314 2,560 2,912 
5 45 6,771 2,912 40B 3,320 2,600 364 2,964 443 CR 
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3294 461 
4674 1115 

321 321 1600 224 1824 4674 1448 
343 2102 2445 2246 314 2560 4331 

3157 606 3763 2600 364 2964 1174 
1174 164 1338 2736 383 3119 2270 C.R. 
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Bate esquema solamente requiere una inversion de Lps. 1 ~937 por manza~ 
durante el' primer aiio. Durante el segLUldo ~':J se esti.na una produccion de 10 
quintales por'manzana, aumentandf') a 25' en e1 tercero. Canenzando en e1 cuarto 
aBo se estima que lad producciones igua1an las estimadas en el esquema No.1. 
La inversion del primer aiio se reoobra en un perlodo de dos cmos, tercero y 
cuarto, sin tamar en oonsideracion el pago de intereses sabre 1a inversion. 
La primera ~ha que se obtiene en e1 segundo allo, no alcanza para pagar e1 
cr€dito de avio de ese ano, segun puede observarse en e1 cuadro 5 que presenta 
la capacidad de pago de este esquema. . 

En el tercer ano se produce un sobrante significativo. En esc ano se estiman 
gastos de operacion de Lps. 2,299 e ingresos de Lps. 3,575 para un sobrante de 
Lps. 1,276 por manzana segUn se observo"en e1 cuadro 1. Asumiendo un pago de 
intereses de Lps. 271 por e1 credito de proc1uccion, e1 beneficio neto al 
productor seda de Lps. 1,666 por manzana, que aumentara'" en ailos sucesivos 
para igua1arse al esquema 1. En el tercer ano se requiere una produccion de 
18 quintales para, cubrir los gastos de produccioo mas intereses. En alios 
sucesivos se requieren a1rededor de 25 quintales para cubrir gastos. 

capacidad de pago 

Dado e1 caso de que 1a inversion inicial es solo por I,m ano y por una cuant{a 
nucho menor que en e1 esquema No.1, la capacidad de pago es JTUlcho 005 
atractiva, naturalmente. Solamente se requiere un perfcx'lo de gracia de dos 
afios tanto para capital como para e1 pago,de intereses asurnicndo que se 
financle e1 100% de la inversi6n inicial y de los gastos anuales de 
producci6n. E1 capital y los intereses se pagan en los arios tercero y cuarto 
adelantanaose un ana e1 inicio del pago de intereses y dos anos e1 inicio de 
arrortizaciones al capital anparado con e1 esquema No. 1 (Cuadro 2). La 
cance1acioo total de 1a deuda se logra en e1 aiio cuarto corrq;>arado con e1 ano 
sept:i..m:> en e1 esquema No. 1. 

Consideraciones sobre los ESqu~S 
,. 

1.- Es obvio que e1 esquema No. 2 es mucho mas atractivo, en igualdad de 
condiciones. Pero precisamente ahf' esta 1a clave. No tcx:1os los pequeiios 
productores e1egib1es para participar en e1 proyecto tienen sus 
plantaciones de cafe~en condici6n de pernlitir1cs aoogerse a este esquema. 
Es posib1e que en muchos casas los mejores predios de cafe'que tienen 
estes prcx'lucteres clasifiquen para e1 esquema No. 2 en cuyo caso e1 
agricultor estaria sanetiendo su rnejor p1antacidh, a un prcx:eso de 
renovacic>n parcial que puede deteriorar temporalmcnte su situacion 
ecx>OOnica. En este caso e1 s:aficultor tendri'a que aoogerse al esquema 
No.1 sametiendo a renovacion drastica 1a p1antacion de cafe~que·esta 
realmente en malas condiciones. 
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2.- La anterior iJrplica que sera necesar io una efectiva labor de pralDCion y 
m:)tiVACio."l para que los pequenos productores de escasos recursos 
eooucW.cos participen en el esquema 1 sabiendo que no obtendran ingresos 
para s,:! ~so hasta el ano sept~. Si la Roya ataca severamente, la 
p[antacion puede quedar destru!da y este es un poderoso argurnento para 
motivar a-estes productores para que inicien el proceso de renovaci6n de 
plantaciones de cafe: 

3.- Debido a que las amortizaciones a capital e inter~ses de la deuda 
refaccionaria dependeran exclusivamente de que se produzcan sobrantcs 
anuales' durante los afios de producciol) canercial es fundamental que: (a) 
haya una seguridad absoluta de financiamiento para creaito de produccion 
en los montes necesarios y en forma oportuna y (b) establecer un estricto 
control de la cosecha a obtenerse para asegurar que su valor se aplique 
lntegramente al pago tanto del creaito de aVlo caro a la deuda 
refaccionaria acurnulada. Ello quiere decir que la institucion que otorgue 
el creClito de refaccion deber ser la misma que provea el credito de 
produccion, por 10 menos hasta que la deuda sea canselada. 5i fueran dos 
fuentes separadas tendr[a que existir un acucrdo escrito muy formal entre 
las dos insti~uciones estableciendo la forma en que se aplicaran los 
fondos y la forma en que se tendra'" control sobre la cosecha. De 10 
oontrario existe el grave y teal riesgo de que la deuda refaccionaria 
caiga en mora 0 no llegue a cobrarse nunca, particularmente porque la 
~ . ~ -unlca garantla son las cosechas futuras por obtenerse y estas estaran 

gravadas con el creeito de produccion. 

Aqu[ se plantea otro aspecto rnuy importante y es cl siguiente: carro los 
participantes en el proyecto poseen otras plantacioncs de cafeno 
afectadas per. el proyecto, es de suponer se que muchos prcx:luctores y(J. 
tienen una fUtmte de financiamiento, ya sea institucional 0 informal que 
tambien esta"':lravanc1o la cosecha. pcx:lrfil d(J.rse el case de un prcx:luctor 
tener tres fuentes diferentes de financiamiento para su prcx:lucci6n de cafe( 
oon tcxlas lils conplegidades del caso. Esto sen(J.la aun rna's la vital 
importancia que una efectiva motivacion, organizacic(n, supervision y 
control de campo tiene para el exito de este proyecto. 

La asistencia tccnica agroncibicu, el credito y la comercializacian del 
cafe~deberan estar intimamente entrelazados. 



RENOVACION 
1 

PRODUCCION 
2 10 1,300 
3 25 3,575 

" 35 5,005 
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ereaito de Refacx:icil CrSiUto de Avio 
capi tal Intereses Total capi tal Intereses 

1,055 245 
44 910 954 2,299 322 

1,155 162 1,317 2,735 383 

'1'otal 

1,300 
2,621 
3,1l8 

er&Hto de RetaCCidl 
capital Intereses 

1,937 271 

1,937 542 
1,155 

570 C.R. 

cr&1lto Ado 
Capital .Int.enIIeS 

692 
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100% 
del Gasto 

2,000 
2,807 
3,251 
3,240 
3,320 

iOR rwtZANA IE CAFE 

- I.iQ-1pIRAS -

ES(JJE)f\ 1 

80% 
del Gasto 

1,600 
2,246 
2,600 

.2,592 
2,656 

100% del Gasto 

1,747 
2,299 
2,735 
3,175 
3,340 
3,236 
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ASLlniendo r-ecursos del pr~stano de L l6,000.0~.00 par~ crec31tos se podr1'an 
renovar 6,326 manzanas de cafe'durante el per lOdo de deser.I'Jolsos que se estima 
en tres anos tanando en cuenta la labor de rrotivacioo, programacion y 
pramocion que' sera'necesario realizar entre los pequenos productores. La 
distribucion 40-60 es tentativa p;:>r cuanto no es posible estimar con certeza 
la preferencia 0 la capacidad de los pequenos agricultores de participar en 
W¥) u otro esquema. 

El ru.Wero de manzanas que se incorporara anualmente al prcyecto se presenta a 
oontinuacion, t:aJrbien en forma tentativa. 

1\00 

1 
2 
3 

TOrAL 

ES(llEMA 1 

600 
770 

1,370 

ES~2 

1,400 
2,000 
1,556 

4,956 

Nec:esidades de cr~ito de proc1llCCi~ (Avi'O) 

2,000 
2,7'20 
1,556 

6,326 

En el analisis de capacidad de pago se inc1uyen las necesidades de credito de 
producciM para estab1ecer la capacidad de pago de 1a deuda refaccionaria. En 
e1 cuadro 6 se resume las necesidades especrficas del creaito de produccion 
para cada uno de los esquernas propuestos durante los anos en que se estara 
pagando 1a deuda refaccionaria. 

En e1 esquema 1 cada manzana de cafe' estara 2 anos recibiendo cre<lito y un ane 
en e1 esquema 2. 

Debido a 1a comp1egidad inicia1 del proyecto cle (enovacion de p1antaciones se 
recamienda que e1 area a renovarse por agricultor no sea muy reducida de maner~ 
que los recursos teenicos de que dispone e1 IHCAFE no se vean obligOOos a 
diluirse a tal extreme quese ponga en pcligro 1a capacidad de ofrecer una 
efectiva 1aoor de prcm:x::ioo, motivaci6n y 5(' bre de asistencia tecnica que es 
vital para el exito del proyecto en su fase inicial. A tal efecto se 
reoanienda establecer en des manzanas e1 area a J:'enovarse por agricultor. El 
agricultor y los teenicos del IHCAFE acordaran sobre el terreno cual de los 
des esquemas de renovacion se aplicara' en carla caso. 

http:16,000.00.9.00
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In base a eate criterio Ie beneficiar!an 3,163 pequefioa productores de cafe' 
di.tribuidce en 685 en el esquema 1 y 2,478 en el esquema 2. Tanto el nUmero 
t:Dtal de manzanaa cane ~e agricultorel que Ie beneficiaran sera" mayor que 
•• tu cifru debido a que las recuperaciones ~e loa creelitoa que canenzarah a 
recibirle en e1 tercer ana (0 finales del aegundo) Ie podr~ deltinar para 
inoorporar nuevoe agr1cultorel al procelO de renovacion ~e plantacionel. 

IISm00LSa3 y ~Iam IE LOS Femes PARA CREDI'ro 

E1 Cuadro 7,rruestra la forma en ~ se desembo1saran los fomes para cr~Uto y 
la forma en que retornar{an por vi"a de las recuperaciones. 'Se puede estimar 
que el 30% se desembo1sara durante e1 primer afio, 45% en e1 segundo y 25% en 
e1 tercero. 

Ocmenzando en e1 tercer afio (finales del afio) se empezaraa tener las primeras 
recuperaciones de los creditos otorgados bajo e1 esquema 2i bajo e1 esquema 1 
las recuperaciones canienzan en e1 ano cuarto 0 quinto. En e1 tercer ano 
venc::en L 3,878,000. Los L 16,000 ,000 vcncen a rawn de un 24% en e1 tercer 
am, 39% en e1 cuarto, 27% en e1 quinto y 10% en e1 sexto. 



DESEMBOLSOS 
~ema1 

VAlOr 
Esquema 2 

r-iariZinas VAlOr 
ANa ([, 000) ([, 000) 

1 600 1,976 i,400 2,711 
2 1,370 3,364 2,000 3,874 
3 no 1,062 1,556 3,013 

·4 
5 
6 

~ 6,402 9,598 
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Total valor 
Manzanas ([, 000) 

2,000 4,687 
3,370 7,238 
2,326 4,075 

16,000 

ANNEX H 

I9:UPERAClOOES 
(II 000) 

3,878 
6,194 
4,321 
1,607 

16,000 
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LeI recuperaciCl'les reales no seran igual a las cantidades vencidas porque debe 
uperarae un porcentaje de nora que no es necesariamente una pe'rdida. La rrora 
reducira e1 nonto del efectivo disponib1e para nuevos creaitos. para atender 
la posible perdida por saldos no recuperab1es se rec:anienda estab1ecer una 
reserva para cuentas il'lCX)brables para 10 cual. se propene utilizar parte de los 
ingresos por e1 pago de intereses sabre los cr«litos. Esto se trata mis 
adelante. 

11 Cuadro 8 nuestra una estimacia, de los fondos a recuperarse canenzando en 
el cuarto aHo basado en una recuperacion de un 85ta, 0 sea una nora de un 15%. 
Dada 18 supervisic:m y asistencia teCnica conteJTq?lada en e1 programa, debe 
esperarse que buena parte de los salCos rrorosos sean recuperac10s 
posteriormente. 

1\No 

TEIQ:RO 

,CmRrO 
(.UINl'O 
SEXro 

C{W)R) 8 - CANrIrwJES A VENeER Y REOJpERACI<ms EN I..EMPIRJ\S 

M::NIO A Wn:R 15% I-t:>ra la:UPERAClOO 
AaMJLruX) ACtlMlJLAOO Anual ACUl1U.1lada 

3,878 595.2 3,282.8 3,282.8 
10,072 1,510.8 5,278.4 8,561.2 
14,393 2,158.9 3,672.9 12,234.1 
16,000 2,400.0 1,365.9 13,600.0 

OlQNIZACICN INSTITlCICNAL DISl?CNIBLE PARA EL aroRG.l\t-umro 
IE Ul3 CREDITa) Y IA ASISTENCIA TOCNlCA 

El Insti tuto Hondureno del Cafe" (IHCAFE) 

El mCAFE ~s un organiSlTO serni-aut6norro rmly interesado en la bUsqueda de 
forwas de mejorar el sector cafetalero de Honduras. En los uJ.tiros aliOS ha 
estado traba;iarrlo, con exito, en el diseno e inplementacion de un prograrra de 
investigacion y extension cafetalera. su personal tanto de planta como de 
campo esta 'catalogado como oompetente y plenamente identificado con los 
problemas a los distintos niveles del sector cafetalero. COIl'O organiSTlO 
gesto.:' del quehacer cafetalero, es el que negocia la cuota de cafe' hondureno 
bajo el Acuerdo Internacional del Cafe y adeIl'lCi"s distribuye los permisos de 
exportacion del grano. 

Ha derrostrado habilidad y capacidad para establecer y rnantener buen equilibrio 
entre los suoocctores que bregan con el cafe" COJrpuesto por los productores, 
beneficiadores - torrefactores y exportac1ores del grano. La imagen que se ha 
producido sobre el nlCAFE por parte de los dif,erentes subsectores, demuestra 
ser la de un organiSJ'lX) de respeto, agil y dinamico, que se preocupa por su 
gente y hace el maximo de esfuerzo por servir eficienternente a su clientela. 
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En SU ~ por facili tar e1 financiamiento insti tucional a productores que 
no reunen los requisitos de "sujetos de cr~:Uto" ante organiSIIDs prestarnistas 
del pals, (falta de t!tulos de propiedad, etc.) ha ofrecido frecuentemente su 
ava! y se ha CCXIl'ranetido bajo acuerdos escr i tos con esos organisrnos, a 
ofrecer asistencia tecniea a los cafieultores y partieipar en funeiones ae 
creaito~ En 1977 e1 mCAFE cree 1a Unidad Te6niea Creditieia, dependiendo 
direct::mente de 1a Gereneia del Institute. Sus funeiones son apoyar 
financi~ramente al caficultor mediante la generaeion, coordinaeicm, vigilaneia 
y recuperacion del ereaito directo e indirecto que le permitan disponer de los 
recur60s necesarios para desarrollar en forma adecuada el eultivo del grano. 
Con este propcSSito se han concedido prestarros en fertilizantes, para 
construccion, anpliaeion y mejoramiento y funeioMbilidad de benefieios 
propiedad de cooperativas. Tambien se han otorgado fianzas mereantiles a 
caficultores para Obtener ereditos en la banea ofieial y en la banea privada y 
se han dado garantlas a diversos bancos para responder solidariamente por 
obligaeiones contraldas por e:cx,:,perativas del sector. En los ultilOOs 2-3 afios 
el IHCAFE ha venido partieipando en programas de finaneiamiento de cafe tales 
que adenas del ereCIito llevan el elemento de as~steneia teeniea. Los ereclitos 
bajo estes programas son otorgados por la banea privada del pars y por 
BANADE'.SA (Banco Naeional de Desarrollo Agr lcola) utilizando fondos 
provenientes de li'neas de redeseuento otorgadas anual.mente por el Banco 
Central. 

Para darle acceso a los pequenos productorcs, el !HCAFE ha entrado en un 
acuerdo con el BANAIESA mediante el cual BA.~A hace prestarros a 
caficultores a quiene~ el IHCAFE ofrece asistencia tecnica y esta dispucsto a 
cooceder avales en casos necesar ios. 

En adicioo, el IHCAFE tambien en conjuncion con el BANADESA, auspieia un • 
programa de credito conocido como progrruna de Repoblaci6n y Rehabilitacion de 
Fincas de Cafe~ que entro~en vigencia elIde septiernbre de 1979, donde 
BA.."lADESA administra los forilos (otorga el creai to, etc.) y el IHCAFE ofrece la 
asistenda t6cnica al prcx:luctor. lliCAFE provee los fondos pura creai to al 
BANADES1\ mediante un prestarro al 6% de interes anual y el BANADESA los presta 
al 12% anua;l. mas 2% de cOllision que se deposi ta a nornbre del nICAFE IX>r el 
aval conceclido. La seleccion de los clicntes esta a cargo del IHCAFE y cste a 
su vez avala toaos los creaitos del programa. LoS crc<iitos son de carta y 
rnediano plaza (hasta 5 alios con 3 arras de gracia) y cl IHCAFE no puede exigir 
al Bl\NADESA cl pago del prestaIro del IllCAFE mientras no sc puguen los 
prestruros concedidos por el B1\NAIESA a los caficultores. Mediante estc 
Aeuerdo el TIlCAFE ha facilitac10 fondos al MNAJESA por L 2.8 millones que 
estan oolocados en creditos. 

En la aetualidad, el Insti tuto cubrc alrededor de 40-50 mil manzanas de cafe-' 
donde esta ofreciendo servieios de extension cn general que incluye la 
asistcncia teenica acordada en los difercntcs programas de ereeito con otros 
organisrnos del palS. 
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Rare llevar a cabo esta labor de canpo y demU catpranisos (funciooes de 
cre8ito" investigacicS'n, etc., el Institute cuenta actualmente con '77 
extensionistas distribuidos en SS agencias que responden a 9 Oficinas 
Regionales segUh se ilustra en el organigrama y el mapa incluldos al final de 
ata seocioo. En cada 8gencia radica por 10 mElnOS un extensionista. 
Generarnente son pedtos 8gr6narDs de nivel rnedio que han adquirido experiencia 
en el oonjunto de practicas agronemicas relacionadas oon cafe~ (preparacicln de 
viveros, uso de fertilizantes, p1Aguicidas, etc.) y 8d~s JIUlChos de ellos 
tienen tambien experiencia en el proceso de ooncesion y administracion de 
pequef\oa creclites cafetaleros~ En cada Oficina Regional los trabajos se 
conducen bajo lA direccion de un Jefe Regional, que norrnalmente es un 
Ingeniero A9ronaro. Este cuenta con algun perBalal auxiliar adernas de su 
cuerpo de extensionistas distribuido en las agencias. 

La estructura y organizaci6n actual del Instituto del Cafe(y sus funciones y 
esfuerzos que realiza en beneficio de la caficultura indican que es el 
organisrro mclS indicado para asumir el pr incipal papel en una estrategia de 
mejoramiento y rehabilitacion de cafetales. Sin embargo, cualquier compromise 
adiciooal del nlC'AFE que represente mas trabajo en el canpo, requerira 
aamentar sus recursos teenicos y presupuestarios. 

La Federacion Hondurena de eooperativas Cafetaleras (Fpiax:AL) 

Este Federacion fue organizada el 3 de septiembre de 1969, siendo uno de los 
objetivos de su creacion procurar un mejor precio del cafe para los 
agricultores. Las funciones principales'son: adquisici6n, comercializacion e 
industrializacion, dentro cel rnercado nacional 0 internacional, de todo el 
cafe que posean las cooperativas afiliadas, para 10 eual se ha envuelto en 
operaeiones de elasifieacion, empaque, transporte, almacenaje, propaganda, 
venta y distribucioo del producto. Aderna's, sirve de rnecanisrro 0 recurso para 
gestionar y hacer llegar a sus cooperativas afiliadas un eonjunto variado de 
servicios'oomo: consecucicin de insumos (semillas, abonos, plaguieidas, etc.), 
ofrecimiento de alguna asistencia teenica (especialnlente en 10 relaeionaao con 
18 eamereializaci6n) y obtencion de financiamiento. 

Desde su ereaei6n en 1969 hasta el ana 1970, la Federaeicfn habia prarovido un 
total de '26 eooperativas con una rnembresia total de 5,908 socios, los euales 
en fiU mayorfa son pequenos caficultores con extensiones de menos de 5 
hec'careas de eafe'~ 

Hasta haee 3-4 ailos, la Fexleraeicil1 Iwbia vcnido exr:erimentanclo perlodos de 
crecimiento y mejoramiento en sus op:!ruciones generales. Los servicios que 
ofrecla con mayor intensidad a sus coopcrutivas afiliadas consistlan 
mayormente en la consecusion de financiamiento (ya fuera con parte de sus 
propios recursos 0 tornados de otras fuentes) r el ofrecimiento de alguna 
asistencia te6nica (especialmente para eamereializacic>n) y la venta de insumos 
para la produecioo.. Los beneficios obtenidos en esas operaeiones, mas los 
Obtenidos en la eXl)Qrtacion del eaf~ regresaban en parte a las coopcrativas 
afiliadas, principa1mente en forma de servieios. En su papel de exportador de 
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cafe, la Federacion ha llegado a ocupar hasta el segW1do lugar con un 23.4% 
(1974-75) del volumen total de caft! exportado. Aunque parece que la si tuaci6n 

de la Federacion nunca ha sido una de bonanza, ha tenido per(odos operative.s 
cuyos resultados entusiasmaron a. sus directivos y administradores, 10 que hi7J:> 
que la Federacion se envolviera en operaciones y compromisos mas complejos y 
de mayor riesgo ec:onclnico. 

En los Ultimos anos la situacion econamica de la Federacion se ha 
deteriorado. La Federacic>n contrato prestamos con diversos bancos del palS 
para pOder contiriuar operanc1o, pero la baja del precio del cafe"ligada a una 
aparente deficiente administracicin, han creado una situacion rnuy oornprametida. 

El Gobierno, p::>r conc1ucto del mCAFE, ha asurnido una deuda vencida de la 
FEHCOCAL de mas de L 20 millones (cifras del IHCAFE) que contrajo con varios 
bancos privados del pars y que de no pagarse a tiempo hubiese tenido 
repercusiones muy negativas aun a nivel internacional. 

La situacion actual de la FEH~ es muy lamentable y negativa para el 
pequeno productor. La produccion y comercializacioh de cafE!es uno de los 
rupros que mejor se adapta para un eficaz programa a base de cooperativas y 
federaciones que puedan ofrecerle al productor especialmente los pequenos y 
medianos, tres servicios clave: insumos de producci6n, credito y 
canercializacion. El cafepor 'su propia conclicioh y por tener un mercado de 
exportacion bien estructurado se presta muy bien para que los productores se 
organicen en cooperativas y se beneficien al maximo del precio de 
cxportacion. Restituir la capacidad financiera y operacional de las 
organizaciones cooperativas cafetaleras es surnamente importante. 

Banco N acional de Desar ro110 Agr [cola (El>.NAIJESA ) 

El BANADESA Eue creado mediante el Decreto No. 903 del 24 de marzo de '1980 p:lra 
suplantar al am.erior Banco Nacional de Fomento de Honduras. Bk"ZADESA tiene 
caro finalidad principal "canalizar los recursos financieros para el 
desarrollo de la produccion y la productividad en la agricultura, la 
gruladerla, pesca , avicultura, apicultura, montes 0 silvicultura y den~ 
actividades re1acionadas con el procesamiento primario de csa produccion, 
incluyendosu cOffierc:ializaci0l1". Puede realizar toda clase de operaciones 
bancarias. Es e1 organismo del Estado' hondurefio para el f inanciarniento al 
sector agropecuario. 

El Banco opera 2B Agencias Bancarias distdbuidas en el territorio rocional y 
una red de tier~las de venta de insumos agropecuarios principalmente. 
Actualmente csta en cl proceso de cleccntralizaL" las opcraciones Irediante la 
creacic>n de o[icinas regionales, segun se observa en el organigrama adjunto. 

El Bl\NADESA sigue la pol(tica del anterior banco de concentrar sus actividades 
entre pequenos y wedianos agricultores. Al incrc1OC'ntarse, par parte del 
(,,ouicrno, el pL:cxJra.m.:.l de Reforma Agraric1 el Banco ha sido requerido para 
o(rcccr financiamiento a este sector. Indudablemente el I3ANADESA es la 
instituciOn bancaria~ con mas experiencia en ofrecer credito a pequenos 
productores en el palS. 
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11 nuevo Banco ha iniciado sus operacionos hacienda cambios drasticos en los 
cuadros de persooal 10 cual repercute por fuerza' en las operaciones de la 
Institucion. Estos cambios, unidos a que 1a institucion no cuenta con un 
capital sd1ido, ni con suficientes fondos para prestar, ha estado afectando 
las operaciates globales del BANNlESA. Es de anticiparse que una vez super ado 
e1 proceso de reorganizaciOn 1a insti tuci6h surja cat mayor capacidad 
operaciona1 para atender las necesidades de credito de muchos rnedianos y 
pequ~os agricultores. Sin embargo, 1a disponibi1idad de'recursos sigu~ 
siendo'un obstaculo mayor que debera ser superado si el BT\NADESA va a cl.Iil"plir 
con e1 propOsi to de su creacic5n. El plan de reoganizacion contenp1a un 
sanemiento de su cartera de pr((starnos para eliminar cuentas viejas inoobrables 
que dan una imagen muy negativa y para 10 cual se han creado ciertas reservas, 
alD'lque no suficientes. pero este proceSO aun no se ha realizado. Al 31 de 
diciembre de 1980 1a cartera total de prers~osera de L 168.4 millones ae los 
cuales L 61 millones, 0 sea e1 36% eranprestarros rrcro50s, que consti tuyen un 
arrastre de muchos afios y en realidad un porcentaje alto tiene rnuy poco 0 

ningun valor real caro activo. 

El financiarniento para cafe, tanto en crEidito de av{o com:> de refacciOn es 
conocido por el Banco. Al 31 de diciernbre de 1980, el Banco tenla en su 
cartera de prestamos L 33 millones en creaitos de cafe. Alrec1edor de dos 
terceras partes eran credito de oamercializacion de corto plazo y el resto 
creCiitos de producci6n (avio) y de mediano plazo (refaccion). 

La fuente principal Je recursos que utili~a el BANADESA para creaitos 
cafetaleros de produccion proviene de la lfnea de redescuento para cafe que 
anualmente establece el Banco Central de Honduras y que hace disponible a tooo 
el sistema bancario nacional. 

Se estima (en conversacion con'funcionarios del Banco Central) que alr~edor 
de 100 millones de lempiras fueron otorgados por el sistema bancario nacional 
para cre<litos de cafe durante 1980. De estos, 32 rnillones de leJll)iras fueron 
recursos del Banco Central de Honduras, mediante 1a llnea especial de 
redescuento para cafe. 

En adicion a estos recursos, el sector cafetalero utiliza fondos externos que 
se canalizan al palS por medio de los exportadores de cafe. Estos recursos 
son depositados en las cuentas bancarias (cuentas de cheques, depOSitos, etc.) 
de los cxportadores y, naturalmente, no son parte de los 100 mi1lones 
mencionados anterionmente. El monte de este financiamiento externo varia con 
el tarrano de 1a cosecha, el precio de exportacidn, ctc., y su monto es 
considerable. Muchos miles de pcquerios y medianos proollctores dc care' que no 
tienen ac~so a las fuentes institucionalcs de crcdito deyenden de fuentes 
informales como la que ofrccen los beneficiadores de cafe e intermediarios 
quienes a su vez obtienen financia~iento de la Banca Nacional 0 de fuentes 
externas como La descrita anteriorrnente. 
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81 ~, de oontar con los recursos necesar 1os, esta en 1a capacidad de 
.tender las neceiidades de cr~ito de muchos miles de productores de cafe, por 
cuanto tiene experiencia en este tipo de financiamiento y cuenta con una red 
de 28 agencias banc:arias, nuchas de ·ellas en 0 cercanas a las zonas 
cafetaleras del palS. 

Banco Hondureno del Cafe (Br\NHCAFE) 

Con el incremento acelerado·rec1ente de 1a produccie>n y exportacion de cafe 
hondureno, surge 10 inquietuden el sector cafetalero del par~ de organizarse 
para conseguir mejor trato en 1a provisi6n de servicios especialmente en 10 
referente a financiamiento. Se avanza en la creacidin de cqoperativas 
cafe taler as y se organiza el proceso de producci6n-comercializacion del cafe~ 
donde el Instituto Hondureno del cafe tiene destacada participaci6n. 

SU Ley organica 10 faculta para realizar cualquier tipo de operaciOn bancaria 
autorizada en el palS. Su danicilio principal sera"la eiudad de Tegucigalpa y 
podra crear Sucursales y Agencias en el terri torio nacional y en el 
'extranjero. Operara con fines de lucro, y su finalidad principal sera"la de 
stender las necesidades financieras del sector cafetalero referente a la 
producci"n, industrializacion y camereializaci6n del cafe~ Sin perjuieio de 
Incursionar otros sectores en c:u:nPn{a con una sana pol{tica de r iesgos 
bancarios. Tendra un capital minimo de L 6 millones y un maxin'O de L 50 
millones, dividido en acciones nominativas de L 10 cada una. Los accionistas 
del Banco seran: Los productores de cafe~ (con acciones clase A)i los 
eXIX>rtac1ores de cafe (con acciones clase B); los torrefactores de cafe'" (con 
acciones clase C); Y el Instituto Hondureiio del Cafe'- (con acciones clase D) • 
Las acciones no son transferibles de una clase a otra, pero las acciones clase 
"A" p.1eden ser ac1quiridas por las Asociaciones de productores de Cafel las de 
,clase "B" por las Asociaciones de EXIX>rtadores de Cafe; y las de clase "c" por 
'las Asociaciones de Torrefactores. El total de acciones que estas 
Asociaciones pucden llegar a poseer no padra'-exceder del 15% de la respectiva 
elasc. El capital social del Banco estara representado en un 60% por las 
acciones clase "A", en un 15% por la clase "B: , en un 5% pC:r la clase "c" y en 
un 20% por la claRe "0" (pcrtenecientes al IHCAFE). El Danco esta" 
constitulido por los siguientes organos (vease organigr~l): Asamblea General 
de los i\ccionistas; Junta Directiva; ,Junta de Vigilancia, presidencia 
Ejecutivaj Gcrencia y Subgerencia General; y Auditoria Interna .El Organo 
supremo del Ranco es la Asamblea General de Accionistas. 

La J\clministracion del 3ance recaera principalmente en su Junta Directiva 
que abarca el conjuntn de [unciones del Danco COl'lO tal en los niveles mis 
altos de decision. Esta JW1ta se compone de cuatro micrnbros electos por los 
Accionistas de la cl~.se "A" I uno por la clase "B" , uno por la clase "c" ly 
uno por la clase "0" para un total de siete. Care puede observarse, este es 
un Danco privado, que estara gobernado por los propios productores y todo e1 
sector caf:ctalero del pa{s. El Banco ccxnenzara a operar desde la Ofieina 
principal en Tegucigalpa. 

http:Interna.El
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La Oficina principal de Tegucigalpa esta dotada de facilidades flsicas 
adecuadas y equipada con rnaquinas conputadoras nmernas para una mayor 
eficiencia, rapidez y econania. Inicialmente contara con un personal de 25-30 
eRfleados. Con un capital pagado de L 8-7 millones (15 de marzo de 1981) 
espera entrar en operaciones que sean rentables en primera instan~ia tcuentas 
de cheques, cuentas de ahorro, depOSitos a plaza fijo, prestamos personas a 
corto plazo, etc). 

Toda vez que el nICAFE forma pa;te de la Direccion de Bl\NHCAFE y 
viceversa, y tanando en consideracibn que el Insti tuto tuvo destacada 
act.uac~6n en la organizacion de dicho Banco, es de augurarse una estrecha 
relaci6n y coordinacibn entre ambos a diferentes niveles, especialmente cuando 
se trata de l?rogramas Especiales de, Creaito que conlleven algUn grado de 
asiat.encia tecnica para los beneficiarios. 

Para operar en esta primera etapa, donde aUn no cuen~a con una red propia 
de Sucursales 0 Agencias, el BANIiCAFE ha entrado en conversaciones con otros 
Banoos del pals para establecer un servicio de corresponsalla en las zonas 
cafetaleras. De hecho, l3ANIiCAFE no abrira sus puertas hasta que haya 
negociado y cuente con dicho servicio de corresponsalia. 

Los planes de expansion del Banco contellI'lan la apertura de una Sucursal 
en San Pedro Sula dentro de este primer a'no de operaciqnes. poster,iorrnente 
contempla proyectarse a Santa Barbara, Copan y El Paraiso. La FOlitica de ,. 
expansion del BAJHlCAFE parece irrlicar que ~eria la de lirnitar la proliferacion 
de Sucursales y Agencias. La utilizacion de oonca m6vil, para zonas donde no 
baya servicios de oorresponsal{a pero con razonable demanda de servicios, es 
oonsiderada por el BN~ICAFE como una alternativa posible para el futuro. 

Como puede observarse, el Bru~~CAFE es un organismo nuevo que aun no e~ta 
q;>erando, pero capuci tado legalll'lEmte para consti tuirse en un vehiculo para 
hacer llegar recursos de creoito al seclor de la producci6ry de cafe del puis. 
Su estrategia operacional a nivel de campo esta condicionada a que pueda 
cantratar un adecuado servicio con bancos corresponsa~es, 10 cual es una 
liIttitaci6n especialrnente en 10 referente a la concesion y adrninistracion de 
cre<litos para pequenos productores de cafe localizados en diferentes zonas 
cafetaleras y de dificil acceso., Sin embargo, el BANHCJ\FE ha expresado 
interes especial en participar en el prcxjrarna de Crroi to para e1 Hejorarniento 
de Cafetales de PC'C1\1crios A<Jr icultores auspici.1do por USAID/IHCI\FE, Y 
actuaimente bajo an61isis. 

I 

Para pod(~r participar en 1.:1 (LIse de croc:1ito de dic1lo programa, cl l3I\llllO~FE 
tendr{a que establcccr una capacidau opcrClcionesl que pucda garantizar un 
servicio adE~uado a los usuarios. Esto cs objeto de analisis mas adclante 
cuaOOo se examina la alternativa IHCAFE-DANHCAFE. 
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ANNEX H 

El Institute Hondureoo del Cafe sera el organiSlTO responsable del 
programa de Mejoramiento de ca.fetales para pequenos agricultores. 

par~ descargar las inportantes funciones que tendra en la ejecuci6n 
del proyecto, el Instituto utilizara su organizaci6n de cartp:) consistente en 
las Oficinas Regionales y Agerx::ias de Extensi6n y debera designar un Erx::argado 
del programa en 18 Oficina Central. 

I 
EL IHCAFE sera responsable de: 

. , " - Escoger la~ zonas 0 areas donde se concentrara el programa (siguiendo 
los parametros establecidos). 

Dotar a las agencias que atenderan esas zonas d~ los recursos 
necesarios para hacer la labor que les corresponde dentro del 
programa. Esto incluir418 seleccion de personal C<JrIl>Ctente y su 
correcta ubicacion, asi, el apoyo log{stico necesario. 

Planificar, organ~zar y conducir el proceso de disponibilidad de 
plantulas de cafe para los proyectos a financiarse con el programa. 
Tendrla que producir una decision a corto plazo para escoger una 
alternativa definitiva en cuanto a quien (0 quienes) van a producir 
los viveros y las pLantulas necesarias para el proyecto y establecer 
los indices de calidad, ubicacic>n de viveros, precios de las 
pla'lltulas, etc. 

Definir y bomar decisiones en cuanto al suministro de los insumos de 
produccion que se necesitara para el proyecto, estableciendo la 
mecanica y recamendando v adoptando los mecanismo? mas efectivos a 
tone con los fines del proyecto. 

Tomar 1a iniciativaj?8ra planificar y obtener 1a mejor coordinacion 
posib1e con las demas institucioncs que participan en el progran~ 
(ejemplo: cr~ito). 

Ofreccr la asistencia teenica necesaria a los beneficiarios del 
programa por medio de su cuerpo de extensionistas, independientcmente 
de cual sea e1 organisrro de credito, pero en estrecha re1acion con 
este. La asistencia t~nica ooITl?rendera ademas de las 
transferrencias de tecnologla para la produccicin, la orientacioo al 
usuario en La Obtencion de los insumos, en la cornercializacion de su 
cosecha ':I en la C9TPlernentacioo de las condiciones exigidas para 
formalizar los creditos. 

http:T1VCICMI.EN
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Esta asi'stencia tknica debera' ofrecetse sienpre que sea posible, 
mediante 1& formaci6n de grupos pequenos de beneficiarios (5-10) 
cuando se trata de pr'cticas bien espec:!fic83. El uso de la 
~~~nza a traves de giras demostrativas (para observar conjunbes de 
prk:tic~e) es recanendable para los grupos mayores (20-25). La 
a81stenci~ tecnica individual debera utilizarse sOlo cuando sea 
~1ble 0 diflcil utilizar la'metodologfa de grupo. 

, , I 
prano:wer y diw~ar el Programa (incluyendo el elemento de crecUto) 
entre los pequenos agricultores de las zonas escoqidas. 

preseleccionar los beneficiarios del programa (sujetos a aprobaci6n 
de su cr~i be) • 

Elaborar el plan de inversiones (en base a los esquemas 0 modelos 
tecnolcSgicos recarenda::icnes en el Prograrna) conjuntarnente con el 
agricultor y discutir el alcance del Plan y del ·prograrnu. Esta labor 
sera realizada por los Agentes de Extensi6n del IHCAFE. 

El ~CAFE tarnbien debcra 'realizar 0 participar en evaluaciones 
periOdicas del programa, acordadas entre las instituciones 
participantes. 

El Instituto, independientemente de cual sea la fuente de creaito 
para los caficultores, debera tamar las siguientes medidas: 

a) Crear una Unidad de Coordinaci6n para el Proyecbe; y 

b) Fortalecer el personal de Extensibn Agrlcola. 

Unidad de Coordinaci6n 

Esta Unidad tendra la rest~nsabilidad de velar por la buena marcha del 
programa de Mejoramicnto de Cafctales de pequenos Agricultores. Debido a que 
debera estar en estrecha cCID.micacion y colaboraci6n con las Unidac1es 
Operacionales del IllCAF'E que tengan relC1ci6n con 1a ejccucion del prograrna, el 
Encargado de la misma debcra responder directamente al Jete de la Division 
Agr lcola del nICAFE. La Unidad no debe cluplicar funciones sino que uti,lizara" 
La arganizaci6n existcnte, por 10 cual 5610 requerira de un personal minimo 
(un Encargado y una Secretar ia) • 

, , I 
Unldad de Extension 

para ofrecer asistencia tecnica a alrcdedor de 3,000 agriculberes 
participantes en 01 Proyecto, el nlCAFE debera asignar un n6mero,de Agentes de 
ExtensiOn a razon de 1 por cadn 100 caficultores. Esto requerira el 
reclutamiento de nuevo personal por parte del Instituto. 
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AlternativBs Concret:as de Arreglol Insti tucionalea 

para efectos de otorC;'t los ,cr&Utos B los agricultores, Be presentan dos 
posibles alternativBs. Escas Ba'\ IHCAFE,/JWmOOE, e IHCAFF/BANAIESA. 

Alternativa IHCAFE-BANHCAFE: 

Por las estrechas relaciones de trabajo que existen entre el IlICAFE y el 
~"tiCAFE (el IHCAFE posee el 20% de las aceiones del BANHCAFE), se produce un 
marc::'ido interes por J?arte de ambas instituciones de que el Bi\NHCAFE se ocupe 
de administrar el credito bajo el ooncepto de programas Especiales del 
BANHCAFE, el cual oontempla crear los mecanismos operacionales necesarios 
ajustados a cada programa Especial. La dificultad mayor consiste en que al no 
oontar con una organizaciOn de carrpo, el BANHC'AFE depende de los servicios que 
Ie pueda ofrecer el IHCAFE en todo 10 relacionado con el tramite de 
solicitudes de crecIito (funcion normal de una institucioo financiera), y de 
los servicios que pueda oontratar con Bancos corresponsales que operan en· las 
zonas cafetaleras. Aspectos importantes tales can::> la aprobaci6n de 
solicitudes de credito y la formalizaci6n de contratos de prestamos, los 
cUa1es requieren la participaci6n formal del BANHC'AFE, plantean situaciones de 
organizacion y loglstica de bastante complejidad que requieren el diseno de 
procedimientos especiales. Tanando en cuenta estas dificultac1es inherentes a 
la realidad actual del ~lCAFE, se presenta a continuaci6n una posible forma 
de operaI identificada can:> Alternativa IHCAFE/BANHCAFE. COnsiste en: 

1- Reorganizar y fortalecer sustancia~nte la Unid"ltJ Tecnica Crediticia del 
IHCAFE. 

2:- Crear en el Bl\NHCAFE el prograrna Especial de Cr~ito para el Mejoramiento 
de Cafetales de pequenos Agricultores. 

Unidad Tecnica Crediticia del IHCl\FE: 

El Instituto esta en vfas de reorganizar esta Unidad para servir 
mejor las funciones de crecUto en que participa la Institucion. Bajo la 
alternativa en discusion ser{a necesario fortalecer sustancialmente esta 
unidad en apoyo a las actividades de creoito que el BN~i~\FE no podrla ofrecer 
inicialmente. Se estima que serla necesario designar unos 20 agentes c1e 
crroito, a razon de 1 por cada 200 caficllltores en el pr99rama. El costo 
anual de este fortalecimiento se estima en L 600,000, milo una inversion 
inicia1 de otros L SOO,OOO para la compra de vehiculos. 

Las funciones principales del personal de crroito ser{an las 
siguientes: 

1- preparar la solicitud de cr&1ito, incluyendo la depurdcicn necesaria de los 
solicitantes como sujetos de credito, busado en la selccci6n,preliminar de 
caficultores hecha por el extensionista y el plan de inversion. 
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~ 
2- Preparar toda la doclInentacion necesaria del case y saneterla ccn sus 

recanendaciCl'les a las respectivas Oficinas Regionales del nICAFE. 

3- Informar a los solicitantes directamente '3 por conducto de los agentes de 
extensiOn, 18 aprobaci6n 0 rechazo del credito. 

4- Autorizar desernbolsos de los cr~itos~ s~rvisar los crecUtos, y realizar 
ge::;tiooes de cobro excluyendo la recepcion de fondos;' y 

S- Establecer estrechas relaciones de trabajo con los agentes de extensi6n 
formando equipos de trabajo. 

Un nGmero de estas funciones las real 1 zan actualmcnte los agentes de 
extensi6n dentro del Acuerdo nI~-BANADESA. 

Prograrna Especial de Cr4!dito en el BANHCAFE: 

El BANHCAFE tendria que prcx:::ec1er a nanbrar el personal necesario que 
~ responsabilize por la ejecuci6n directa 0 mediante arreglos con otras 
unidades de 1a Institucioo de las funciones que le corresponda realizar basado 
en el deslinde de deberes con el nIOOE. Las funciones principales del 
~ICAFE ser ian las sigl1ientes: 

1- Administrar los fondos del prograrna para los cr&Htos a los beneficiarios. 

2- Conocer y resolver las solicitudes de creaito de 10s,agricultores del 
programa. Para esto nanbrara varios oficiales de crroito que se 
trasladaran pericdicamente a las Oficinas Regionales del IHCAFE para 
CQ10cer y resolver las solicitudes de credito elaboradas por los agentes 
f]e crooito del IHCAFE. En esta funcion el oficia1 de creoito del Bl\NHCAFE 
ODntarla con 1a colaboraci6n de los agentes de credito y de los Jefes 
Regionales del llICAFE para ofrccer informacion adiciona1 necesaria 0 
aclarar dudas. 
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3- Las solicituc!lea aprobadll por el oficial ~e cr~itos del BANHCAFE ser!an 
enviadas a las Oficinas de loa Banco& corresponaalea respectivos ,PIra la 
debida. formalizaciOn (1). De8p\:1es de formalizado el credito sera 
desembo1sado en reUros parciales, BegUn el Plan de inversion, por el 
Banco'corresponsal, previa autorizacioo del agente de crooito. Del 
expedient.e de cr~Uto, una copia del Plan de Inversi6n debera' entregarsele 
al Gerente ce credito del IHCAFE para el seguimiento correspondiente; una 
copia de los documentos'mas inp:>rtantes del cr(;iQito (plan de Inversion, 
solici tud, etc.) debe quedarse en el Banco corresponsal, y el resto del 
expediente se enviarala Oficina Central del BANHCAFE para La 
ocntabilizacian del creaito. 

El cuadro 9 presenta un estimado del presupuestario de gastos del 
IHCAFE para la asistencia tecnica y crediticia necesarios indicando la 
8iX>rtacioo de la institucioo y lo que se espera oc:m:> aporte (donacioo del 
programa) • 

En el caso del l3ANHC'AFE el gas to anual ha sido estimado 
tentativamente por el BANCAHFE en unos L 130,000 - 150,000 anuales incluyendo 
los gastos relacionados con el nanbramiento de cuatro Oficiales de Cr€dito que 
se trasladar{an a las Oficinas Regionales del IHCAFE con la frecuencia 
requerida para la laoor de resolucion de las sOlicitudes de creclito y otras 
funciones inherentes al BANH~. 

(1) Esta forrnaIizacion de los cr~itos del programa en los Bancos 
corresp:>nsalcs a nombre del BANHCAFE, requerira~posiblerrente de la presencia 
de un AOOejado del Bl\NHCAFE, a 1l'e11OS que en el Acuerdo entre el 3anco 
corresponsal y el BANIICAFE quede estipuj.aclo de otro m:x:10. Toda Ia 
contqbilidad, controles y la preparacion de informes estadtsticos y 
financieros del Pr-:lgreso del programa, sera responsabilidad del Bl\NHCAFE. 
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Arreglos Financiercs IHC'AFE-BANlDft:: 

LOS faldos del pr~stam::» de la tSAID, podrlan hacerse disponibles al 
IHCAFE por parte del Gobierno de Ha1duras, media.'1te una donaci6n, 0 mediante 
~ cc:mbinacien de dalaciCn para el fortalecimiento instituc~ooal. y un 
prestanD para los cr~itos a los caficultores. Tan'bien cabria 18 posibilidad 
de una donacioo del Gobierno al IHOO'E Y un pr~stano al BANHCAFE. En 
cualquiera .de estos tres casos, se requeriran arr~los especiales entre el 
DlCAFE Y el BANHCAFE porque ninguno de los dos esta en capacidad de realizar 18 
total~ad de las funciones requeridas para administrar el cr6dito. 

En la presente alternativll IH~CAFE, 10 mas l6gico ~rece ser 
que el IHC'AFE reciba 108 tondoa del prestamo, ya sea mediante donaei6n total 0 
una canbinaci6n de dcnae!&' y prestarro. En cualquiera de los dos cases, el 
lIf""..AFE tendr!a que oontratar con el BANHCAFE la realizacien de fWlCiones 
crediticias iJrportantes tales cam las descritas en la secci6n anterior. 

ESto podr!a formalizarse mediante 18 CCI'lstitucioo por parte del 
mOO'E, de un f ideicaniso en el BANHCAFE. El BANHCAFE administrar fa 105 
fondos de credito a nombre del IHCAFE siguiendo las disposiciones establecidas 
pOr este. Par la administraci6n de los fondos en fideicaniso, se le 
reconoceda una pa.rticipaciC>n en los intereses cobrados de los prestarros 
hechos a los cafi~ultores. De adoptarse este esquema se recanienda que los 
servicios pre~tados por el BANHCAFE se remuneren tomando en cuenta su 
efectividad en la recuperaci6n de los cr6ditos y no s~lemente a base de una 
tarifa fija. 

Alternativa nICAFE-Bl\NADESA: 

La alternativa lHCAFE-BANADESA consiste b&sicamente de una 
oontinuaci6n de la mecanica operacional actualmente en vigor cntre arnbas 
instituciones. Esta establece que lila praroci6n y seleccion de los 
productorcs que podran acogerse a los beneficios del programa seran realizados 
por el IHCAFE por intermedio je sus extensionistas y je£es re9ionalesi pero 1a 
califaci6n del sujeto de cr~Uto, en todo caso, correspondera al Banco 
considerados los antecedentes crediticios del solicitante". 

En este caso el llICAFE no tendda que reforzar la Unidad Tecnica 
Crediticia caro en el caso de 1a alternativa IHCAFE-BANliCAFE~ ya que el 
BANnDESA se re5p9nsabilizarla por todas las funciones de credito y con 
seguridad tendr (a que aumentar su personal de canpo en las zonas cafetaleras. 

Arreglos Financieros llICAFE/BANAIES1\: 

En esta alternativa, por ser el IHCAFE y lW'U\DESA instituciones del 
Gobierno hondureno,·se facilitan los arreglos institucionales y el gObierno 
puede proporcionar los fondos para crooi tos a cualquiera de las dos 
instituciones, ya sea en forma de donacion 0 de pr~tamo. 
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ObaervaciCX1es SoIj>re las Doll Alternativaa Presentadasl 

Deade u9 punta de vista de relacicnea existentea y expe;iencias 
adquiridas~ lo mas razonabll! seda canalizar loa recursos de credito por 
CC!I1ducto dellWWlESA. ,Est' instituciOn ~iene una red adecuada de agencias 
bancarias, oonoce ~ creditl) agropecuario, ~ en particular al pequefSo 
agricultor hondureno, y mantiene una relacion de trabajo con el IHC'AFE que con 
lIllY pocos ajustes sirve los propOsi tos del Programa de Mejoramiento de 
cafe tales bajo oonsideracien. 

Por otro laOO, el MNHCAFE es una naciente institucioo financiera en 
14 cual los caficultores tienen un control mayoritario y en 1a cual e1 IHCAFE 
plSee e1 20' de las acciooes. Ambas insti tuciones han expresado un marcado 
interes en elPrograma de Mejoramienta de Cafeta10s de pequenos Caficu1torcs. 
para el BANHCAFE este programs constituye la primera oportunidad de organizar 
un programa de Cr~ito Especial y en este caso de un gran oontenido scx:ial por 
cuanto va dirigido al sector de pequenos productores de cafe. 

Baja esta alternativa existe una buena oportunidad de que los propios 
·productores de cafe caltribuyan directamente a increroontar e1 fondo para 
crecUto que se creada con los fondos del prestamo. La contribuci6n de los 
productores de caf~ proveooda del diferencial entre el preeio que reeiben los 
productores por el cafe que se exporta para "nUevOs mercados ll y e1 preC'~o real 
que pagan esos mercados. E1 12' de 1a cuota de exportaci6n va destinada a 
nuevos mercados, 0 sea pafses que no san consumidores tradiciona1es de cafe. 
Estos parses requieren cafe de buena calidad pero pagan un precio mas bajrJ que 
e1 ~gado por los pa{ses que son oonsumidores tradiciona1es de cafe. Po;. esta 
raz6n e1 precio que recibe e1 productor por este 12% de la cuota de 
exportacion es e1 rnisrro que recibe por e1 cafe (8% de 1a produccion nacional) 
destinado al consurro local. Este precio es de I, 90/qq. Se ca1cu1a que en 
prornedio hay un diferencia1 de L 20/qq entre los L 90 que recibe e1 productor 
p:>r este 12% de su cafe y e1 precio a que se vende on los rncrcadO!3 nuevos. 
Este diferencia1 en precio es depositado por los exportado~es de cafe en e1 
Instituto Hondureno del Caf~ y se supone que sea devue1to ~ los productores. 
Esto plantea una situaci6n muy diffei1 de hacer. Hay unos 40,000 productores 
y en realidad no se sabe caro deterrninar 10 que 1e tocc\ a eada uno porque en 
un gran n6mero de casas no hay registro de los productores individua1es, 
especia)~nte los pcquenas que venden su cafe a intermediarios, etc. En 
oonversacion sostenida con algunos representantes de los productores de cafe 
que £ion miembros de 1a Junta Directiva del IHCAFE, e110s expre!:laron que una 
forma do resolver es~a situaci6n es transferir el irrporte de este diferer.cial 
en e1 precio del cafe destinado a nuevos mercados a BANHCAFE para forta1ecer 
los fondos para cr€di to del programa de Mejorarniento de Cafeta1cs de pequeoos 
Agricultores. La gerencia del nICAFE no tiene objecion a esta idea. para ser 
efectiva tendria que ser aprobado por 1a Junta oirectiva del IHCAFE. 
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A base de una cosecha estimada de 1,500,000 quintales de cafe el 12% 
&erlan 180,000 quinta1es que a L 20 por quintal generan L 3,600,000. La 
designacioo del 12% de 1a cosecha para mercados nuevas surge de la i.JI;lqsicion 
de cqotas de eX};OrtaciOn caro parte del Convenio Internacional del cafe que 
entro en vigor en novielJ!Pre de 1980. Se anticipa que las cuotas continuen en 
vigor wa e1 pr6xi~ ana de cosecha y con toda probabilidad se extiendan aUn 
mas alla. Esto podda generar una cantidad de fondos de ,bastante 
signif!caci6n para fortalecer e1 programa de Mejoramiento de p1antaciones de 
caf6 de pequeb Agricultores, si se utiliza 1a alternativa IHCAFE-BANHCAFE. 

En base a todo 10 anterior, se recanienda e1 siguiente curse de 
aceia,: 

1. 

2. 

Se asign." a1 IHCAFE 1a responsabilidad por el programa en su 
tota1idad, recibiendo los fandos de prestamo de parte del 
gobierno en los mismos terminos y condiciones ~e los provee la 
MD. 

E1 nICAFE negociarc:( con el BANHCAFE y con el Bl\NADFSA para 
establecer unfoodo en fideicomiso en cad a una de estas 
instituciones en bas,e a 1a capacidad de cada una para ofrecer 
los servicios de credito requeridos por los agricultores 
participantes. 

En esta forma no se divide'la responsabilidad del prograrra a 1.1 
vez que se aprovecha la capacidad instalada del Bl~ESA y se le 
da una oportunidad al BANHCAFE de demostrar que puede organizar 
un programa Especial para participar siguiendo su polltica 
interna. 

Los t6rminos del fideicomiso deberan ser revisados anualmente de 
manera que el IHCAFE pueda hacer los ajustes necesarios basados 
en la exper ienci.1 que ambos bancos vayan adquir iendo. 

Uso de 10s'Ingresos Provenientcs del pago_de Intereses~ 

La recanendaciOn es que e1 agricultor pague una t;asa de interes del 
14% anual sobre saldos. Asumiendo que los rondos ~1ra crCdito los reciba el 
IllCAFE bajo los mLslTos terminos y corxlicioneo del Acuerdo de prestano entre 
gobiernos (lEl\-Honduras), habda que clc!3tinar cl tres !.=Or ci~ntl) para el pago 
de intercses de la deuda, qucdando una tilsa neta de llt disponible. Se 
recc.mienda que los foOO05 generados se utilicen para: 

1- ClIDrir parte ~elos altos costos de administracion del proyecto 
(asistencia tecnica y participacion en las funciones de credito) cn que 
incurrira el IHCAFE. 

2- Cubrir 103 gilGtos operacionale:.:; de las ,instituciones que administren el 
cr&Uto a los caficultorcs, lxljo los terminos aoordados con el IHCAFE. 

3- Crear una rescrv~ para prestamos incobrables. 
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Re!p!rimientos de A81stencia T'=nlca Externa: 

El IHC'A'm CXI1'O responsable de la ejecuc'iOn del Programa requerira 
aslstencia tecnica externa, principalmente en la alternativa nlCAFE-EANHCAFE. 
En este caBo el IHCAFE tendr~ que especializar un cuerpo de tecnicos de 
cr~ito con funciones oomplejas y ocmpartidas a la vez con Oficiale~ de 
Crectito del BANHOOE. Por otro lado, el BANHCAFE es una institucion que U'la 
no ha iniciado operaciones y tendr~ que organizarse y responsabilizarse por un 
prograrna de credito agropecuario para pequeii:>s agricultores con las 
ccmplejidades del casa. 

Se reoomienda ofrecer asistencia ~nica al IH~ para ayudarle en 
las siguientes funciones: 

1-

4-

I 
Establecer lall nortNl8 de credito a los caficultores. Incluye 
criterioa aobre pr0p6sitos, roontos, plazos, garant!as, etc. 

Establecer las relacio",s de trabajo entre el personal del IHCAFE y' 
las instituciones de crecUto participantes, y entre el personal de 
extensi6n y el de crecUto en cl IHCAFE. 

producir un procedimiento operativo para normalizar todo 10 
relacionado con el tr~te de solicitudes de credito desde la 
recepcio'n de las mismas hasta que el credito es pagado. Esto es de 
surna importancia y debe ser proqucido por teenicos con reoonocida 
experiencia en esta clase de credi to. Este c.:kx::uroonto incluye el 
diseoo cJe todos los formularios a usarse convirtie'ndose de becho en 
un Manual de proceclimientos del programa, que tiene diversos usos, 
incluyendo el adiestrar al personal. 

Adiestrar al personal de crEilito en las normas y procedimientos a 
utili zar se. 

Ljl asistencia tecnica [Xldr{a c9nsistirdc un asesor a tienpo cOli]?leto 
por dos anos hasta que los primeros creditos oomiencen a retornar por via de 
recuper aciqnes par a evaluar pr imeros r esul tados • 

El asesor debe ser un tecnioq especializado en creaito agricola, 
preferiblemente con experiencia en credito cafetalero. 
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, aJm¥) 9.- PRIIlSUPUl!'STO IE G\9Q PAM EL J!ORI'ALEX:IMIENro DEL IHCAFE 

1 Coordinador Nacional L 3,500 .,/mea 49,000. 49,000. 

1 Sec'retaria de Unidad L 600./mes 8.400. 8,400. 

40 Agentes de Extension L 850./mes 285,600. 190,400. 476,000. 

60 Veh!cu1os nuevos L20 ,000 ./c/u 720,000. 480,000. 1,200,000. 

20 Agentes de Cr6cli to L 850./mes 238,000. 238,000. 

Viaticos y zonaje dentro 
" TI,OOO. 108,060. 185,760. 'del palS 

Equipo de Oficina y 
IOObiliario 20,000. 30,000. 50,000. 

~ Equipo Agr lCOla 24,600. 16,400. 41,000. 

Combustible y 1ubricantes 55,072. 82,608. 137,680. 

'IDrALES: 1,240,372. 1,145£468. 2,384,840. 
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:fS~ No.1 ~Qt DRASTICA (3333 pl./Mz.) 

bIAS/ACrIV • difu)JJCRi\L suarrorAL iOl'At PM marJDlB 
1Cl'IVIDN) tNImO tm,/tmD. o WID. LPS. Im. Im. 5t1tRN. 

AN;) 1 

ESTABI..EX:I?-mNIO 

Arranque ~e y 9C.11bra Jcxn. 70 5.00 350.00 
Lir.pia terreoo .:;cxn. 75 5.00 375.00 
Corte estacas Jorn. 6 5.00 30.00 
Trazado Jcxn. 9 5.00 45.00 
~-ado !olil de plan~ 3 29.00 87.00 
Transporte Viaje 5 SO.OO 250.00 
Acarreo Jorn. 17 5.00 85.00 
Sie:i:lra Joen. 12 5.00 60.00 
c:arpra vivero Planta 3.333 0.40 1.333.00 2.615 
Subtotal 

!'a\.~~ 

Control de Malezas 
Mane de dlra jul..ag. 

noI1.ert. Jorn. 32 5.00 160.00 160.00 

Fertilizacicn 
Hano de obra ag.dic. Jom. n 5.00 55.00 
Materiales 
Fert. al suelo qq. 8.5 32.00 272.00 327.00 
Foliares 

Control, plagas, enf. 
!olano de obr'a jun.jul.ag.sep. Jam. 8 5.00 40.00 
Materiales 
Fungicidas Kg. 3.6 10.00 36.00 
Insecticidas Lts. , 20.00 40.00 

~ Adherente Lts. 2 8.00 16.00 132.00 
t>:I 

Herramientas 60.00 ><: 
:z: 

rorAL ~O 1 3,294.00 



-41-

OV>.S/lCr. a:mo/J~ SWJ>'OmL TDmL J!CR MII!Nl'O IE 
1\CrlVIIW) tNlDN). tm/tNID. o WID. LPS. LPS. IRS. S'ARM. 

m> 2 

~".IO 

Fertilizacioo 
l-lanO de obra jul.ag.l'lOI7 • Jam. 34 5.00 170.00 
Hateriales 
Fert. al suelo ~. 13 32.00 416.00 
Foliares Lts. 9 8.00 72.00 658.00 

Control, plagas, Y enf. 
!olanO de obra J.J AS.o.N. Jam. 3) 5.00 100.00 
Materiales 
Fungicidas Kg. 19.5 9.00 195.00 
Insect~cidas Lts. 3 20.00 60.00 
Adherentes Lts. 3 8.00 24.00 379.00 

COntrol ne:anico de 
maleza 
Mana de obra ag.l'lOI7.dic. Jom. 30 5.00 150.00 150.00 

COntrol qui'mioo de 
maleza 
~1anO de obra Jorn. 6 5.00 30.00 
Materiales 
Heroicidas Galen 0.5 75.00 n.so 67.50 

Herramientas 60.00 

'lUI'AL 1tR) 2 1,380.00 

5; 
:z: 
to:! 
X 

= 
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DIAS/lCr. CXSTO/JomAL 5tJ1Jl'OmL '!OrAL ~ JUIII1'O IE 
.l!CrIVm'\D tmDt\D tm/ONID. o lNID. LPS. LPS •. LPS. 5' AIIN. 

Aft> 3 

Costo de l-santen!miento 1.314.00 1.380.00 
Mis: 
Cosecha qq. 25 22.00 550.00 
Transporte y Beneficiad) qq. 25 13.00 325.00 875.00 919.00 

'lt1rAL Mb 3 2.819.00 2.299.00 

A!b 4 

Costo de ~ianteniJlliento 1.380.00 1.449.00 
Mas: 
Cosecha q;r. 35 22.00 770.00 
Tra."lSpClrte y BeneficiaOO 9:1. 3 13.00 445.00 1.225.00 1.286.00 

TOl'AL AID 4 2.605.00 2.735.00 

~~ 

Olsto de Mantenimiento 1.449.00 1.521.00 
MaS: 
Co6echa IJI· 4S 22.00 990.00 
Transporte y BeneficiaOO qq. 45 13.00 585.00 1.575.00 1.6501.00 

'rol'AL A.Qo '; 3.024.00 3.175.00 

Al't> f 

Costo de ~lantenimiento 1.521.00 1.597.00 
!Us: 
Cosecha q;r. 4S 22.00 990.00 
Transporte y Beneticiado 9:1. 45 13.00 585.00 
Pcda Jom. 17 5.00 85.00 1.660.00 1.743.00 

~ 
'rol'AL AR:> 6 3.181.00 3.340.00 z 

tz:l 
>< 
:: 
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0E'I07~ SUBrorAL '!urAL POR 
o tmD. LPS. LPS. LPS. 

"Nt:> 7' 

Costo de r-lantenimiento 1.597.00 1.m.00 
MaS: 
Cosecha <I). 40 22.00 880.00 
Transpxte y BeneficiaOO qq. 40 13.00 520.00 
PO:1a 17 5.00 85.00 1.485.00 1.559.00 

'rol'..l\L JIB) 7 3.082.00 3.398.00' 

http:3.398.00
http:3.082.00
http:1.559.00
http:1.485.00
http:1.677.00
http:1.597.00
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This analysis reviews the characteristics of coffee rust and its 
threat to coffee production in Honduras, alternative strategies to respond to 
the problems posed by rust, and the technical constraints to the selected 
strategy. A detailled defr,cription of "technification" is provided to serve as 
a basis for social and econanic analyses as well as the technical analysis, 
per see 

Rust is the most critical of several threats to coffee production, 
and especially to coffee production on small farms. A comprehensive program 
of assistance to the small coffee farmer would include both i~mediate 
assistace in technification of his farm and lon& range efforts to develop rust 
resistant varieties or other "packages" of technology. Mlny coffee producers 
will certainly be unable to improve their productivity to an economically 
feasible level, and will b~ forced to abandon coffee production entirely. A 
program of introduction of alternative crops is the best solution to their 
problems. This Project, however, is concerned with the small coffee producer 
who is capable of continuing in coffee production, by virtue of his land, 
technical ability, and motivation. The recommended strategy is to provide 
this small coffee producer the credit and technical assistance necessary for 
him to adopt JOOdern coffee cultivE,tion techniques. This is primarily an 
immediate response to the threat of coffee rust, out it is a re~nse which 
more than maintains the status quo; it improves th6 small farmer's long-range 
prospects as a participant in the commerce of coffee production. 

The primary constraints to a technification program are credit and 
T.A. When these are available, the secondary constraints become water, labor, 
seed (plants) and agricultural inputs (fertilizer and pesticides). Water can 
be made available easily. Fertilizers present a logistical problem which can 
be solved by IOCAFE. Pesticides are necessary only in the presence of a 
disease or insect problem, and, then, are available through IHCAFE or 
BANADESA. IHCAFE has already begun a program of plant l1II.lltiplication through 
farmer cooperators, who will have access to credit through the A.I.D. credit 
fund. Labor supply may represent a localized constraint; but, in the 
aggregate, the labor problem facing coffee producing areas is excess labor due 
to reduced production, not a labor shortaga • 

2. Charlie' ..:eristics of Coffee Rust 

'Coffee rust has been fotmd unofficially in two coffee producing 
regions of Honduras, La Paz, on the border with El Salvador, ana Santa 
Barbara, near Lake Yojoa, in the center of the country. The threat of rust 
has become immediate and serious because of the destructive potential of the 
disease and the existence of conditions favorable to its spread. It is 
impossible, ho:.;ever, to estimate the degree of spread of the disease in 
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Honduras at present. because it is the dry season. When the rains begin the 
typical fungal ~toms will appear more clearly. 

Rust is a Fungus (Hemileia Vastatrix) whose spores can be transmitted 
by any number of cODlDon agents. including man and wind. When rust invades the 
leaves of a plant, it causes pale yellow lesions which leads to defoliation 
and the resultant reduction of photosynthetic capacity. Yields of coffee 
beans are reduced, and the plant will eventually die. 

Rust was ~:rst discovered in Sri Lanka (Ceylon) in the 19th century, 
where it caused the virtual destruction of the coffee industry in ten years. 
It has since appeared in Oceania, Africa, South Am~rica, and most recently 
Nicaragua (1976) and El Salvador (1979). It is difficult to estimate the 
damage caused by rust in Central America because political turmoil has caused 
reductions in the harvest of coffee. Estimates are, however, that about 
13,000 manzanas are affected in HI Salvador, and about 19,000 manzanas in 
Nicaragua (despite a drastic eradication program in 1977-78). The amount of 
aggregate loss in production which it causes will depend on the amount of 
control practised. One estimate is that losses will amount to 15\ of 
production within 3 to 5 years of its appearance.* Another estimate is that 
regional losses will be equivalent to 50\ of production by 1987.** 

For many small farmers who do not have the means to canbat rust, the 
amount of loss is only limited by the speed with which rust spreads. The 
environment in HOnduras presents no natural barriers to the dissemination of 
spores. While there is some evidence, in El Salvador that rust does not cause 
as great of damage at very high altitudes, mountains have never, in the past, 
acted as barriers. With sufficient atmospheric ~isture (in all but about 4 
months, or year-round near Lake Yojoa) the coffee leaf is a very susceptible 
host, and the fungus spreads easily. 

3. Alternative Strategies to Respond to Coffee Rust 

Rust is primarily an economic problem, although a biologic threat. 
Rust exists in coffee producing areas worldwide. Technically, it can be 
controlled with little difficulty, and coffee production can continue in its 
presence. The problem confronting Central America is that rust is the first 
major natural problem to confront coffee producers, and coffee production is 
carried on in a traditional way which makes chemical control measures 
economically unfeasible. 

* Report of the USDA Coffee Rust Team St~mies in Central America, 1977 

** Informe Final del Grupo de Estudio Interinstitucional, para Evaluar la 
Situacion de la Roya ••• ROCAP, 1980. 
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Responses to the appearance of this major threat to coffee production 
could be: iJ attempt to eradicate it and return Central Ameri~a to a rust 
free environment, ii) introduc~ alternative crops to replace coifee, iii) 
introduce rust resistant coffee varieties, and/or iv) technify coffee farms to 
make chemical control feasible. All of these activities can be useful, to a 
degree, in a program of integrated pest management. The strategy which is 
considared appropriate for USAID/Honduras is the fourth - technification of 
coffee farms to increase productivity and.pe~it coexistence with coffee rust 
and other natural problems. 

Eradication and Quarantine 

Eradication and quarantine are considered together because they are 
basically aiming at the same objective - a rust free environment. 
Eradication is not considered practical. Quarantine can be of same 
value in slowing down the spread of rust. 

Nicaragua attempted to eradicate rust in 1977-78; and, although the 
program was almost successful, rust has returned in two years to 
infest over 19,000 manzanas. Rust would have to be eradicated in dry 
conditions beiore spores are released. The rust fungus passes the 
dry season as pustiles on the coffee leaf. Eradication has to be 
total, and total eradication would require an extensive dry season, 
perfect detection, and prompt treatment. Eradication would also have 
to be in regional cooperation, because rust respects no political 
boundaries. These limitations make eradication extremely impractical. 

Honduras has a quarantine program which essentially sprays vehicles 
as they enter rust free areas. 1his could help to slow down the 
spread of rust, and it serves as effective warning to the public, but 
the ease of transfer of rust by agents other than vehicles lbnits the 
usefulness of this type of program. 

Introduction of Alternative Crops 

For many farmers, the techn~logy and capital requirements of rust 
control will be prohibitive, and the only agricultural resourse will 
be to seek alternative crops. The strategy of cror diversification 
has merit both as a response to rust, and as a response to market 
fluctuations found in coffee. 

The small farmer could avoid the problem of coffee rust by simply 
growing something else. IHCAFE has completed agronomic studies of 
several crops which would broaden the economic base of coffee 
producing regions (including: cacao, allspice, cardamon, pineapple, 
macademia, hule, wood, platano, and orange), and a crop , 
diversification division will open in IHCAFB in 1981. However, crop 
diversification is not a realistic alternative to coffee production 
for the small farmer in the near future. There is no crop with any 
better economic promise than coffee for the present, and there is no 
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infrastructure or institutional support for alternative crops (i.e., 
trained researchers and extensionists, processing plants, marketing 
expertise). The cost to train extensionists in the production and 
marketing of new crops, to build processing plants, and to establish 
marketing channels would be prohibitive in dealing with the immediate 
coffee rust problems facing small farmers. The small, marginally 
productive coffee producer would more easily learn improved coffee 
production than the techniques involved in adopting a new crop. When 
IHCAFE has more experience dealing with the small coffee producer, it 
may be appropriate for them to assist small fanmers in coffee 
producing regions to grow other crops. For the present, a program of 
assista~ ~e to the small farmer in coffee production is sufficient. 

Introduction of Resistant Varieties 

The advantages of a program to introduce coffee varieties which are 
resistant to rust are that the need to apply chemicals is reduced, 
and the investment needed to replace coffee trees is relatively low. 
The limitations of this strategy are that: i) there are no rust 
resistant plants ~nich can be expected to be ready for commercial 
distribution in the near future, ii) reliance upon rust resistance as 
the only strategy creates a risk that a new rust strain will mutate 
out and attack the once-resistant plants, and iii) it does not 
respond to other natural and economic problems facing the coffee 
producer, and iv) it is possible that rust resistant varieties will 
not respond well to traditional cultivation techniques. 

Genetic material which demonstrates rust resistance is available and 
being improved and tested. One line, Hibrido de Timor, is resistant 
to all 32 races of rust. This type of horizontal resistance offers 
hope for the future for coffee producers. However, a great deal of 
work needs to be done hoth to increase the productivity of these 
resistant varieties and to multiply plant material with proven 
resistance. The risk would also he very great, at present, that 
resistance could be selected out in a program of plant multiplication 
on a commercial scale. 

IHCAFH is testing the productivity of a variety (Catimore) which is 
supposedly rust resistant, but, since rust is not present on 
experiment stations, its resistance is tmtested. The work that 
remains in developing a commercially useful rust resistant coffee 
variety would best be carried out internationally and regionally, 
taking advantage of existing institutions with experience in coffee 
research such as CATIE, PROMECAFE, and OIRSA. The proposed ROCA Rust 
Control Project includes assistance to PROMBCAFE and CATIE in the 
development and reproduction of resistant varieties. With these 
increasesd activities it may be possible that the ROCAP Project will 
have developed one or more resistant varieties which would be ready 
for field testing by 1986. 
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Technification and Chemical Control 

The best immediate response to the pi'oblems caused by coffee rust is 
technification of coffee production. This is not only the best short 
run response, but it is also the basis of any long run program to 
respond to many natural and economic problems facing coff~e 
producers. Technification is, simply, the improvement of 
productivity through the introduction of modern varieties, the 
increase of foliar area, and the improvement in the plant's 
environment. Technification achieves three goals vis-a-vis coffee 
rust: i) it increases the economic return to the fann, so the fumer 
can afford the relatively high cost of chemical disease control, ii) 
it creates a more orderly fann where chemical control is effident, 
and iii) it creates a more vigorous plant that is less susce~tible 
to disease. The most dramatic effect is the first - increasing 
economic return, and this is the most crucial reason for a program of 
technification. Central America has been fortunate to be isolated 
from diseases such as coffee rust; but the occurrence of rust in 
other parts of the world has, along with other natural and economic 
problems, forced coffee producers to improve their productivity; in 
this process, Central America has been left with a precariously 
outdated mode of production, which in addition to being susceptible 
to d~.sease, is increasingly on the margin of economic viability. 'lbe 
strategy of technification does not attempt to perpetuate 
traditional practices, hut rather attempts to bring Honduran coffee 
producers into a more competitive position relative to the rest of 
the coffee producing world. 

A program of technification can move the smaller coffee producer away 
fran the margin of economic viabil i ty into the cODJllercial main stream 
of the coffee market. His ability to survive coffee rust will be the 
most immediate gain, but his long range welfare is also best served 
by a technification program. In establishing contact with the 
Extension service and learning improved coffee production, the farmer 
is taking the first step toward overall improvement of his farm. He 
becomes technicRlly better able to adopt new disease resistant coffee 
varieties that may be available in the future, and he masters 
cultivation techniques which can be trrulsferred to new crops if these 
appear feasible in the future. His increased productivity can create 
the economic means for dealing with i'ust and with other natural 
threats such as coffee borer (broca) and it can provide him with a 
more solid financial base for entering the market, and surviving the 
typical price fluctuationf; which coffee experien~es. Technification 
gives the small farmer the means to solve his own problems, and that 
is his best long run soilltion to the immediate threat of coffee rust. 

4. Characteristics of Coffee Technification 

Technification of a coffee farm is, simply, the series of steps of 
improvements of cultivation and management pract.ice~ ~ich lead to a highly 
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productive farm. There is a strong relationship between several of these 
steps which makes it almost mandatory that they be initiated at the same time, 
and, theor6tically, the most successful way to technify a farm is to introduce 
all of the improved practices from the beginning. However, in practice, it is 
known that many coffee farmers technify in a gradual process tailored to their 
particular circumstances. Pour examples of the technification process are 
shown below in Tables 1-4. The first eX8J!1:lle is "total renovatlon" of a 
coffee farm, in which the farmer selects a parcel of land, removes all coffee 
and shade, and initiates a completely technlfied farm. The other examples 
represent a sample of the numerous agronomic alternatives open to coffee 
producers which can lead to a technified farm. 

The technology upon which "technification" is based has three 
fundamental aspects: i) increasing the foliar area per area of land, ii) 
introducing modern varieties of coffee, iii) creating an environment which is 
conducive to high production. 

The first aspect, increasing foliar area, is basic to increasing 
biological output. Leaves transform solar energy and nutrients into the 
cOll1polDlds which eventually form all parts of the plant, including the fruit, 
or coffee bean. The optimum relationship between land and foliage is 
considered to be 7:1 foliage to land. That is, one hectare of land should 
contain seven hectares of leaf area in order to achieve maximun yields. 
Basically, there are two ways of achieving the opttmum foliar area: i) using 
high standing varieties, and forming them into vines as is done in EI 
Salvador, and ii) using low standing varieties, with high plant populations 
(3,000-5,000 per hectare), and two to three main branches per plant. The 
latter is the most common, world wide, and is the practice which is being 
introduced in Honduras. 

The second aspect, introduction of modern varieties, is very 
important for the achievement of an increased foliar area, but also improves 
the coffee farm in other ways. There are several conmonly used Arabica coffee 
varieties with excellent productivity (including Bourbon, MUndo Novo, Caturra, 
Pacas, and Catuni). They have in connnon: brood and nunerous leaves, branches 
with many nodes, short internodular distance, high number of buds, a closed 
angle of insertion of the branches, and an ample root system. There are 
several instances of highly productive varieties with disease resista]~e, and 
it is likely that within ten to fifteen years there will be varieties with the 
above characteristics, high yields, and proven resistance to a significant 
number of races of coffee rust. However, such varieties do not currently 
exist. 

The third aspect of technification, iJJ1!>roved management of the 
plant's environment, comprises the practices which complement selection of 
plant variety and increase of foliar area. The first two aspects imply 
specific actions, i.e., selecting and planting new coffee plailts. The 
following management practices do not always require such a specific action, 
but are rather principles which should be tailored to the farmer's individual 
circumstances: 
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i) Increase disl'osable solar energy. The farmer can reduce the amolUlt 
of shade, orlent rows from east to west to maximize exposure, and 
select varieties with more erect branches. Reduction of shade can 
mean elimination of old shade trees and replacement with more 
appropriate varieties, or it can mean simply a thinning of the 
existing shade canopy. Optimllll solar exposure would require the 
entire series of steps from selection of variety to orientation of 
rows to planting of shade trees. 

11) 

iii) 

iv) 

Incr~se availability of water. The farmer can employ soil and water 
conservation practices such as contour planting and construction of 
simple ditches or reservoirs, he can irrigate, or he can simply 
reduce the number of other plants (especially types of ',hade) which 
compete with the coffee plants for water. 

Increased nutrients. Increased sunlight requires an increased amolUlt 
of nutrients, especially nitrogen and trace elements. Fertilization 
should be based upon a soil and foliar analysis, and should include 
foliar application of needed trace elements. However, conditins 
across Honduras have shown that a regimen of three aplications oif 
fertilizers in the soil can be very effective. The applic~tion~ 
coincide with the flowering, the appearance of fruit, and with the 
start of the rainy season. When new coffee trees are planted, extra 
phosphorous is incorporated in the soil. The third fertilization 
includes ex:~a nitrogen (urea). Otherwise, a common fOl1nUla is 
18-6-12. A manzana with 2,500 plants would require about 368 lbs. of 
nitrogen, 75 lbs. of phosphorous, 150 lbs. of pottasium, and 50 lbs. 
of magnesitDll. 

Reduced cmetitiOIi and disease. Weeds, insects, and diseases 
compete wit the coffee plant for nutrition and energy. Increased 
fertilization and slmlight will have to be accompanied by increased 
weed control. When the slope of the coffee farm is steep, it will be 
~ssible to remove all competitive growth because of the threat of 
soil erosion. In this case, weed control will be mechanical 
(manual), and selective. With flatter terrain, total weed 
elimination becomes feasible. When physical conditions are 
appropriate and the farmer is able to understand the principles of 
spraying and the potentical toxicity of herbicides, chemical weed 
control may be possible. Paraquat, 2-4D, and Gesatop would be used. 
Fungi which are foun~ in Central America, but which are not 
considered an immediate threat to coffee production include Ojo de 
Gallo (Mycena Citrocolor), Kolero a (Pellicularia Koleroga), and 
-cerco~ora. Fungi can be contro ed both by management and chemical 
control Shade reduction and weed control will contribute to a 
fungus free environment, and manual elimination of affected leaves 
can help slow down their spread. Chemical control would be disea5e 
specific, and could include the use of Difolotan, Cupravit, Lead 
Arsenate, or other fungicides. Coffee rust, of course, is the 
primary threat to coffee production. Healthy plants will be less 
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susceptible to rust, but chemica.l control will be necessary in many 
farms. While there is still renearch needed on the best system of 
chemical control, the current recornDlendation is six applications of 
copper oxichloride (in the six principle months of rain). Leaf minor 
is an insect which attacks coffee foliage. It is found in Central 
America, hut its populations are not excessive. Coffee borer (broca) 
is an insect which penetrates and ruins the coffee beans, and is-a-
serious problem in Central America, although it has not spread 
extensively in Honduras. Additionally, there are problems with 
rematodes, spiders, aphids, and other insects. Chemical control 
would depend upon the circumstances. 

v) Improved ~rlDling and elant formation. Coffee beans appear only on 
new growt. PrlDllng IS done to remove those parts of the plant ",jIich 
have lost their productive capacity, and to allow maximum generation 
of new branches. There are several ways of prlDling a plantation -
either hy plant, by row, or by lot; and there are different ways of 
prtming a plant-cutting it back to a few inches over the soil 
(recepa) or leaving about a meter of growth above the grotmd (rock 
and roll). Pruning systems can be applied in cycles to achieve a 
constant production per area, applying recel'a in one row and rock and 
roll in four rows, for example. While prunIng is a continual 
process, equally important is the formation of newly planted coffee 
trees. There are several techniques to increase the number of 
effective trtmks or branches per plant. IHCAFE is working with 
recommendations of benning young plants over to the grotmd to allow 
2-3 branches to grow vertically as trlmks or planting two or more 
plants together to grow as one. 

Technification, as described, includes a variety of practices. The 
degree of sophistication can cover a broad range. The farmer will 
have to learn some basic principles, such as the relationship between 
sunlight and fertilization, the desirable characteristics of plant 
formation, and the reduction of weed and insect competition. 
However, the actual technology which a farmer adopts will depend upon 
the relationship which is established between the IHCAFE researcher, 
extensionist, and the farmer. In the following analysis, it must be 
understood that the specific technologies which will be adopted are 
subject to a great deal of variation. 

5. Technification Mbdels 

Although technification is a continuum of processes based upon the 
above agronomic principles, and each farmer will technify his farm in a way 
consistent with his own circumstances, it is useful for the purposes of 
technical and financial analysis to describe models of technification which 
characterize conditions likely to exist in the field. It is important to 
recognize that these are models for analysis, and not hard and fast 
technological packages which can be applied to all farmers. It is equally 
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important to understPnd, however, that the participating farmer will be 
expected to take all of the steps necessary to improve his productivity to an 
economically viable level. While there will be room for flexibility in the 
way in which each agronomic improvement is made there will be no credit plans 
made which allow for the perpetuation of traditional practices which will 
negate the potential productivity and income gains of previous steps. 

A. Total Renovation 

For most farms with the following conditions, the most efficient 
way to technify the farm is through total renovation: 

1. Traditional variety (typica or Bourbon) 

2. Low plant density (l,OOO-l,SOO plants/~.) 

3. Excessive shade 

4. Old, overgrown or unhealthy plants 

S. Little or no use of agricultural inputs 

6. Average yi~lds of less than 10 qq. per hectare. 

Total renovation requires complete removal of coffee plants and 
shade, soil preparation (including conservation techniques), planting of 
llnproved shade trees, planting a high density of an improved coffee variety 
(3,300 plants per manz~na), and initiation of improved management (fertilizer 
and pest control). Specific activities and costs for total renovation are 
represented in table 1, below. 

B. Partial Renovation (pruning, interplanting, shade control) 

Farms with the following conditions may be in good enough shape 
to allow only partial renovation as a way of technifying: 

1. Improved coffee variety (Caturra, Pacas, etc.) 

manzana) 
2. Mbderate plant density (less than 2,000-2,500 plants per 

3. Excessive shade 

4. Overgrown plants 

S. Little or no use of agricultural inputs 

6. Average yields of between 10 and 15 quintales per hectere. 
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The response to these conditions could be a reduction of shade 
through trimming, pruning of existing pl~nts to increase productive growth, 
interplanting of new coffee plants to increase density to 3,300 plants per 
manzana, and Unproved management (fertilizer and pest control). Partial 
renovation is only possible when the existing plants are an improved variety 
and young enough to warrant sLlving (less than 10 years old), and when the 
shade is such that mere trimming will produce adequate light. The deci5ion of 
when partial renovation is practical is a matter of judgement between the 
farmer and extension agent, but, in general, there should not be a 
perpetuation of non-productive conditions. Specific activities and costs of 
Partial Renovation are found in table 2, below. 

c. Regulation of Shade and Radical Pruning 

When the following conditions exist, technification can be 
achieved through reduction of shade and improved pruning: 

1. Improved coffee variety 

2. Adequate plant population (2,SOO-3,300 plants/mz.) 

3. Excessive shade 

4. Overgrown plants 

S. Little or no use of inputs 

6. Yields averaging between 12-18 quintales per hectare. 

All that is needed here is a reduction in the shade, radical 
pruning (recepa) to return plants to a productive stage of growth, and 
improved fertilization and pest control. As in partial renovation, the 
overgrown coffee trees which are pruned back (recepa) will be out of 
production for one to two years. This pruning can be done by row or by lot. 
No interplanting is required because the plant density is adequate. 

D. Regulation of Shade and Improved Management 

Whereas all of the previous schemes have required either a 
removal of plants or radical pruning, which causes a temporary loss of 
production, there are also farmers whose conditions are good enough that 
technification would not imply an immediate loss in production. These 
conditions are: 

1. Improved coffee variety 

2. Adequate plant population 

3. Excessive shade 

4. Young and productive plants 
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5. Little or no use of agricultural inputs 

6. Yields averaging 15-22 quintales per hectare 

In this case, the farmer has planted an adequate density of 
nnproved variety coffee, but has not reduced the shade canopy sufficiently, 
and is not fertilizing and controlling weeds or pests adequately. In addition 
to shade reduction and improved plant ~~genent, he would begin a program of 
cyclical pruning when the plants grow tCI a point of diminishing productivity. 

6. Adoption and Impact of Technification Mbdels 

The four 3chemes, above, illustrate different basic responses 
possible under varying conditions. As mentioned, these schemes are taken from 
a continuum of possibilities based upon certain agronomic principles. 
Individual farmers' responses will be determined by their own needs and 
judgements as to cost effectiveness. Mbst fanoers will, moreover, adopt a 
variety of technification schemes, setting aside one parcel of land for total 
renovation, interplanting on another, and/or pruning on another. It will be 
through the farmer's own variety of experiments that his initial risk will be 
minimized and he will arrive at a technical scheme which maximi7.es profit for 
him under his individual resource constra:nts. To simplify the technical and 
financial analysis, however, two models will be chosen, and it will be assumed 
that each farmer adopts only one model, and that he follows that model exactly. 

A. Selection of Mbdels for Project Use 

Before evaluating the farmers' adoption of the above models, it 
is useful to consider them in light of the Project's objectives. The four 
models represent the gamut of conditions which the extension agents will find 
in farms that need to be technified. It is not necessary that all of these 
models be adopted in the Project. 

Mbdel D should clearly be elimin~ted because it assumes a yield, 
prior to technification, too high for inclusion in the Target Group. In this 
case, the farmer is producing between 15 and 20 quintales per hectare, short 
of the yields obtained on a fully technified farm, but high enough that he is 
probably already able to afford rust control or lacks very little to raise his 
productivity to a point where he can. Mbreover, the farmers' investment is 
only short run in this model, not requiring the temporary elimination of 
production or planting of new plants. He can obtain short run credit through 
other channels. 

Mbdel C represents a farmer who has taken similar steps as the 
farmer in Mbdel D, but whose plants are overgrown, or in bad enough condition 
to require that he prune them back radically to return them to productivity. 
This farmer will need medium term credit because he must temporarily eliminate 
production. His productivity may not be high enough that he can afford rust 
control, and he may be within the Target Group. This model is not considered 
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in the technical and financial analysis, though, because it is not considered 
representative of a significant number of farmers. Here the farmer has taken 
the two principle steps to technification - planting at a high. density for 
adequate foliar area and using an improved variety. This identifies him as a 
farmer who is receiving some type of technical assistance, but who has not 
followed a technification scheme well enough to achieve the high yields. 
While this represents an agronomic possibility, and such farmers may well be 
assisted directly or indirectly by the AID project, there are not considered 
to be enough such farmers for inclusion as a separate model. 

Mbdel A and B then represent virtually all the conditions to be 
dealt with in the Project. Both represent farmers with yields too low to 
permit economically viable rust control, and both will need medium term credit 
to mak~ the necessary changes in thei r farms. 

B. Adoption of Total and Partial Renovation 

The rate at which farmers adopt one or the other model will 
depend upon several factors, primarily: i) agronomic conditions, ii) his 
financial ability to remove land from production, and iii) the presence of 
coffee rust. As mentioned above, the most common situation will be the 
adoption of a variety of techniques. The great majority of farmers who adopt 
total renovation will do so only on a relatively small parcel of land in order 
to test productive re5ponse and potential economic return, or simply to limit 
financial losses in the renovation period. Many of these will introduce some 
degree of partial renovation at the same time, and will leave remaining 
production unchanged. Likewise, those farmers who do not adopt total 
renovation still, will probably adopt a variety of partial renovation 
techniques. 

The principal agronomic factor which will determine whether a 
farmer is going to remove his old coffee plants to initiate total renovation 
will be the condition of the existing ,lant. If a significant number are 
young and of an improved variety, he will be reluctant to totally renovate 
that land. An IHCAFE study in Santa Barbara and Copan indicates that about 
70% of small coffee farmers have some improved variety coffee plants, and 
about 80% practice regular repopulation. This would indicate that a 
significant number of farmers have coffee plants that they will consider worth 
saving. Other agronomic factors, such as the condition and type of shade 
trees or the pattern of the coffee plants (rondom, in rows, etc.) may indicate 
that total renovation is the best solution, and still others such as slope of 
land may indicate partial renovation. 

When agronomic factors are not clearly indicative of one or 
another of the models, the farmer may make his decision based upon his 
financial ability to remove land from production. Generally, total renovation 
will only be initiated on a small parcel of a farmers' total production. It 
is unlikely that a farmer will be willing to either forgo all (or most) of his 
income, or to rely entirely upon on unknown (to him) technology. It is for 
this reason that farmers with less than one hectare are not good candidates 
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for technifications; and, probably, farmers with more than five hectares are 
more likely to totally renovate (some portion of their land) than are farmers 
with fewer than five hectares. About 87% of the target group farmers have 
fewer than five hectares and about 13% have more than five hectares. 

Finally, the factor which makes the farmers' response most 
difficult to predict is the presence or absen~e of coffee rust in his 
vicinity. If ~J~t is actually infecting his plants or is perceived as an 
llnmediate threat, he is more likely to remove the plants and take the most 
drastic technification measures. Subjective evidence indicates a high degree 
of concern about coffee rust on the part of coffee producers. This is not a 
quantitative measure, nor is the degree of spread of rust measurable at 
present (during the dry season). Generally, however, the immediacy of the 
rust threat increases the probability of total renovation slightly, and would 
tend to predict an increasing percentage of total renovation over time as rust 
spreads. 

Based upon the agronomic conditions and the distribution of farm 
sizes, it is estimated that 20% of land will be totally renovated, and 80t 
will be partially renovated. 

C. DeSIgn of Specific 1tt>del Activities and Cost 

For the analysis of resource constraint.s, economic return, and 
credit fund management, it will be necessary to assign specific agronomic 
activities and costs to each of the ~bove models. As the models become even 
more narrow, the potential for misunderstanding their significance increases. 
The models are not a formula for application in the field. They are, instead, 
a representation of what IHCAFE technicians consider to be agronomically 
complete programs of total and partial renovation. They include all costs of 
a technically sound production program, including all costs of marketing and 
processing the harvested coffee. It is possible that all farmers will not 
adopt all of these steps. It is not possible, however, to eliminate steps a 
priori, and to predict the production response to the less complete model, and 
it would be misleading to do so. The ensuing analysis will be best served by 
representing the agronomic models as those which are considered complete and 
correct by IHCAFE (and most other) technicians. The economic analysis will, 
then, treat the question of what happens in those cases where the models are 
not followed completely. 
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ES~No. 1 RENOVACION IRASTI~. (3333 p1/Mz.) 

DIAS7ACT. OOST07JMNAL SUB10TAL MAL POR AtNiNIU DE 
ACfIVIDAD EPOCA UNlDAD USO/UNID. o UNID. LPS. LPS. LPS. 5t ANUAL 

FS'fABLOCOOENTO 

Arranque cafe y sanbra Jom. 70 5.00 350.00 
Limpia terreno Jom. 75 5.00 375.00 
Corte estacas Jom. 6 5.00 30.00 
Trazado Jom. 9 5.00 45.00 
Aboyado Mil de p~antas 3 29.00 87.00 
Transporte Viaje 5 50.00 250.00 
Acarreo Jom. 17 5.00 85.00 
Siembra Jom. 12 5.00 60.00 
Caapra vivero P1anta 3.333 0.40 1.333.00 2.615 
Subtotal 

MAN'l'mOOEmO 

Control de Malezas 
Mano de obra jul.ag. 

nov. en. Jom. 32 5.00 160.00 160.00 

Fertilizacion 
Mano de obra ag.dic. Jom. n 5.00 55.00 
Materiales 
Fert. al suelo qq. 8.5 32.00 272.00 327.00 
Foliares 

Ccmtrol, plagas, enf. 
Mano de obra jlD1.jul. 

ag.sep. Jom. 8 5.00 40.00 
Materiales 

Ftmgicidas Kg. 3.6 10.00 36.00 
Insecticidas Lts. 2 20.00 40.00 
Adherente Lts. 2 8.00 16.00 132.00 

Herramientas 60.00 

101m. ANO 1 32294.00 
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DIAS!ACf. CJ:Y5fO! Joo.NAL SUB'IDTAL TOTAL roR Al.IttfNl'O DE 
AcrIVIDAD EPOCA UNIDAD oro/UNID. o UNID. LPS. LPS. LPS. 5\ .ANUAL 

AM> 2 

MANTfNOOFNIO 

Fertilhacion 
Mana de obra jul.ag. 

nov. Jam. 34 5.00 170.00 
Materiales 
Fert. al suelo qq. 13 32.00 416.00 
Foliares Lts. 9 8.00 72.00 658.00 

Cmtrol, plagas, y enf. 
Mana de obra J.J.A.S.O.N. Jam. 20 5.00 100.00 
Materiales 
Fungicidas Kg. 19.5 9.00 195.00 
InsecLicidas Lts. 3 20.00 60.00 
Adherentes Lts. 3 8.00 24.00 379.00 

Control mecanico de 
mleza 
Mana de obra ag.nov.dic. Jam. 30 5.00 lSO.00 

150.00-

Control quimico de 
maleza 
Mana de obra mayo Jam. 6 5.00 30.00 
Materiales 
Herb ici das Galan 0.5 75.00 37.50 67.50 

Herramientas 60.00 

MAL ANO 2 12380.00 
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DIASJACI'. CDS1UJJORNAL SOB'IUTAL roTAL roR AtJMfit) DE 
ACfIVIDAD EPOCA UNlOAD U9J/UNID. o UNID. LPS. LPS. LPS • 5' ANUAL 

.AN) 3 

Costo de Mantenimiento 1.380.00 1.449.00 
Mas: 
Cosecha qq. 15 22.00 330.00 
Transporte y Beneficiado qq. 15 13.00 195.00 525.00 551.00 

1UTAL ANJ 3 1.905.00 2.000.00 

.AM) 4 

Costo de ~tenimiento 1.449.00 1.521.00 
Mas: 
Cosecha qq. 35 22.00 770.00 
Transporte y Beneficiado qq. 35 13.00 455.00 1.225.00 1.286.00 

1UIAL AI«) 4 
2.674.00 2.807 • 

.AN) 5 

Costo de Mantenimiento 1.449.00 1.521.00 
Mas: 
Cos~ qq. 45 22.00 990.00 
Transporte y Beneficiado qq. 45 13.00 585.00 1.575.00 1.654.00 

1UTAL NIJ 5 3.096.00 3.251.00 

http:3.251.00
http:1.654.00
http:l.S21.00
http:1.286.00
http:1.521.00
http:2.000.00
http:1.449.00
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DIAS/Acr. msro/ JORNAL SUB'IDTAL 1OTALPOR AIJMENTO DE 
ACfIVlDAD UNlDAD U9)/UNID. o UNID. LPS. LPS. LPS. 5\ ANUM. 

AN) 6 

Costo de Mantenimiento 1. 597.00 1.677.00 
Mas: 
Cosecha qq. 45 22.00 990.00 
Transporte y Beneficiado qq. 45 13.00 585.00 
Poda Jom. 17 5.00 85.00 1.660.00 1. 743.00 

1UfAL AM) 6 3.257.00 3.420.00 

}NJ 7 

Costo de Mantenimiento 
Mas: 
Cosecha qq. 40 22.00 880.00 
Transporte y Beneficiado qq. 40 13.00 520.00 
Poda Jom. 17 5.00 85.00 1.485.00 1.559.00 

1Ul'AL AK> 7 3.490.00 3.665.00 
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FS~ No.2 ROOVACION PARCIAL (RECEPA, REPOBLACION Y MANBJO DE PLANTACION: 3.333 p1/Mz.) 

DIAS/ACf. oosro/JORNAL SUB1UfAL mAL FOR AUMFNTO DE 
ACfMDAD F.POCA. UNIDAD U&)/UNID. o UNID. LPS. LPS. LPS. 5\ ANUAt 

AND 2 

ltWfiENOOmID 

Fel-tilizacion 
Mano de obra jul.ag. 

nov. Jom. 34 5.00 170.00 
Materiales 
Fert. al suelo qq. 13 32.00 416.00 
Foliares Lts. 9 8.00 72.00 658.00 

Control plagas y enf. 
Mano -Ie obra J.J.A..S.O.N. Jom. 20 5.00 100.00 
Materiales 
Fungicidas Kgs. 19.5 9.00 195.00 
Insecticidas Lts. 3 20.00 60.00 
Adherente~ Lts. 3 8.00 24.00 379.00 

Control mecanieo de 
ma1eza 
Mano de obra ag.nov. 

die. Jom. 30 5.00 150.00 150.00 

Control quimieo de 
maleza 
Mano de obra mayo Jom. 6 5.00 30.00 
Materiales 
Herbicidas Galon 0.5 75.00 37.50 67.50 

Herramientas 1.314.00 

Cosedla qq. 10.0 22.0 220.00 
Transporte y Benef. qq. 10.0 13.0 130.00 350.00 

rofAL ANO 2 1. 747.00 

http:1.747.00
http:1.314.00
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DIAS/Acr. oosro/ JORNAL SUB'IDTAL 'lUl'AL roR AIf.ffNID DE 
ACTIVIllAD EPOCA UNIDAD lm/UNID. o UNID. LPS. LPS. LPS. St AM.JAL 

.AN) 1 

FSTABLFCIMIFNro 

Poda (recepa) Jom. 30 5.00 150.00 
Trazado 
Ahoyado Planta 2.300 0.06 138.00 
Siembra 
Valor vivero Planta 2.300 0.40 920.00 
Regulacion sanbra Jom. 10 5.00 50.00 1.258.00 

MANTffiOOlM'O 

Control Maleza 
Mano de obra jul.ag. 

nov. en. Jom. 32 5.00 160.00 160.00 

Fertilizacion 
Mano de obra ago die. Jom. 11 5.00 55.00 
Materiales 
Fert. al suelo qq. 8.5 32.00 272.00 327.00 
Foliares 

Control de plagas y enf. 
Mano de obra jlDl. jul. 

ag.sep. Jom. 8 5.00 40.00 

Materiales 
Fungicida Kg. 3.6 10.00 36.00 
Insecticida Lts. 2 20.00 40.00 
Adherentes Lts. 2 8.00 16.00 132.00 

Herramientas 60.00 

roTA!. AND 1 1.937.00 

http:1.937.00
http:1.258.00
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DIAS/ALf. msro/ JORNAL SUB1UTAL TOTAL FOR .AlItfiNIU DE 
ACfIVIDAD EPOCA UNlDAD UOO/UNID. o UNID. LPS. LPS. LPS. 5% ANUAL 

AM) 3 

Cos to de Mantenimiento 1.314.00 1.380.00 
Mas: 
Cosecha qq. 25 22.00 550.00 
Transporte y Beneficiado qq. 25 13.00 325.00 875.00 919.00 

TOTAL Am 3 2.819.00 2.299.00 

AM) 4 

Costa de Mantenimiento 1.380.00 1.449.00 
Mas: 
Cosedla qq. 35 22.00 770.00 
Transporte y Beneficiado qq. 3 13.00 445.00 1.225.00 1.286.00 

TOTAL AOO 4 2.605.00 2.735.00 

AN) 5 

Costo de Mantenimiento 1.449.00 1.521.00 
Mas: 
Cosecha qq. 45 22.00 990.00 
Tr~sporte y Beneficiado qq. 45 13.00 585.00 1.575.00 1.654.00 

TOTAL ANO 5 3.024.00 3.175.00 

AM) 6 

Costo de Mantenimiento 1.521.00 1.597.00 
Mas: 
Cosecha qq. 45 22.00 990.00 
Transporte y Beneficiado qq. 45 13.00 585.00 
Poda Jom. 17 5.00 85.00 1.660.00 1.743.00 

TOTAL AID 6 3.181.00 3.340.00 
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nOO!Acr. OOfrrO! JORNAL SlJBTOTAL IDTAL FOR AIJ.fFNID DE 
ACfIVIDAD EPOCA. UNIDAD USO/UNIn. o UNIn. LPS. LPS. LPS. 5\ ANUAL 

M{) 7 

Costo de Mantenimiento 1.597.00 1.677.00 
Mas: 
Cosedla qq. 40 22.00 880.00 
Transporte y Beneficiado qq. 40 13.00 520.00 
Poda 17 5.00 85.00 1.485.00 1.559.00 

'IDTAL AN> 7 3.082.00 3.398.00 
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D. Estimating the Impact of the Technification MOdels 

Estimating the production that can be expected from a 
technification program is somewhat difficult. There are at least three good 
measures that can be used: yields actually achieved by farmers who have 
technified, yields achieved under experimental conditions, and average yields 
in areas which have undergone a technification program. Each has different 
implications. The last is probably the most accurate indication of what will 
occur in the aggregate, but does not indicate what is happening at the farm 
level. The first two indicate what can be e~ected as an agronomic response, 
but do not reflect aggregate economic and soclal conditions which will 
eventually deter some farmers from being successful in technifying and will 
lower the average productivity. Again, the ec~namic analysis will examine the 
question of farmers who are unsuccessful in technifying or who chose net to 
follow all steps. The problem here is to assign a value to the expected 
physical response from the chosen models. . 

For the purposes of predicting the expected yields for the 
proposed technification models, the experimental yields (up to 120 quintales 
per hectare in Costa Rica) are considered only as an e~ample of the ran8e of 
possibility. Actual yields under farm conditions in Honduras, on technlfied 
farms, range from 40 to 80 quintales per manzana. The Costa Rican average, 
however, for technified regions is closer to 25 to 30 quintales per manzana. 
Again, the regional average rePresents an aggregate response to a variety of 
"technification" schemes. The expected response to the complete models 
proposed will be somewhat higher. If a farmer follows all of the steps 
indicated, he should obtain a yield of, at least, 40 quintales per manzana. 

Another way of evaluating the expected yields to the models is 
simply to break down the response into response to increased number of plants 
and response to higher productivity per plant. A population of 1,400 plants 
which yields 8 quintales (Model AJ is averaging .57 lbs./plant. A population 
of 2,000 which yields 12 quintales (MOdel BJ is averaging .60 lbs./plant. A 
technified farm with 3,300 plants which yields 40 quintales is producing 1.20 
lbs./plant. All improved cultivation practices, including use of an improved 
variety, pruning, increased sunlight, fertilization, and reduction of post 
damage would need only to account for a doubling of yield per plant (or .6 
lb.per plant) to achieve the 40 quintales. This is a reasonable and 
conservative expectation. 

7. Technical Constraints to the Adoption of the Proposed Technology 

The technical constraints to a successful program of technification 
and rust control are: i) labor, ii) new coffee plants, iii) agricultural 
inputs, and iv) water. None of them presents a serious problem for this 
Project. 
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A. Labor 

Total renovation will require 189 man days of labor for the 
~rocess of establishing one manzana (See MOdel I). The work will begin 
lrnmediately after harvest (Dec.-Feb.) and last until May. If a farmer totally 
renovates two manzanas and family labor is half of the total, then he would 
need to hire day laborers to make up 189 days. Since the work could easily be 
done over a 90 work day period, the farmer would be hiring the equivalent of 
two full time laborers. In most areas, migrant workers handle the coffep. 
harvest and then return to their own land to plant subsistence crops. It 
should be possible to hire a small percentage of these laborers for an extra 
three months, without seriously hindering their subsistence enterprises. 
Estimating that 600 participant farmers will totally renovate two manzanas 
over a three year period (see Economic Analysis), the total labor demand would 
be about 400 laborers per year (i.e., 200 farms x 2 laborers), as compared to 
an estimated labor supply of 167,000 harvest-laborers (1973 census estimate) • 

. Partial renovation will require only 40 man days 0f labor per 
manzana for the process of establishment (pruning and planting), again during 
the period immediately after harvest. If there is a relative labor shortage 
in any area, a farmer would be able to rely on family labor alone to partially 
renovate two manzanas. However, estimating that each farmer would hire a day 
laborer for 40 days to partially renovate two manzanas, project activities 
would create a demand for about 355 additional men per year (800 farms per 
year, 40 days work per farm, 90 days work ~er man). Again, this is a small 
percentage of the labor force which is avallable after harvest. 

Labor requirements for maintenance activities is approximately 
90 days per manzana over a six month period. This would ~ost likely be done 
by the farmer himself or by a regular employee, and would not create a 
substantial demand for outside labor. 

B. New Coffee Plants 

Estimating that 600 farmers totally renovate and 2,400 partially 
renovate over a three year period, the number of new plants needed for the 
Project will be approximately 5 million per year. These will be of improved 
Caturra or Pacas variety. IHCAFE has a program of plant multiplication by 
cooperator farmers under the strict direction of Research personnel. This 
program will be expanded significantly in April/May 1981 to create an adequate 
supply for the first Project year. The farmers will be extended credit 
through the Project credit fund to produce the seed beds and grow plants at an 
approximate cost of $.14 per plant, which will be sold at $.20, for a 6 cent 
per plant profit. To reach the goal of 5 million plants, IHCAFE will need to 
enlist the services of about 50 farmers, each growing 100,000 plants (in an 
area 50 mts. x 50 mts.). IHCAFE's commitment to the program, the availability 
of credit, and the potential for a profit should ensure an adequate supply of 
high quality plants. 
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While the supply of i~roved variety plants is a crucial element 
to beginnin8 the technification program, a failure to meet the full demand for 
new plants In anyone year will not be detrimental to participant farmers, it 
will only delay implementing the program. That is, farmers will not begin 
land clearing or pruning unless they have a certain supply of plants. If the 
plants are not available, the farmer will begin technification the following 
year. This is not desirable, nor is it likely to occur, but it leaves the 
farmer no worse off. Moreover, once the farmer has completed technification, 
he is not dependent upon a continued supply of plants. 

C. Fertilizer and Pesticides 

The principal constraint relating to agricultural inputs is the 
need for farmers to learning their propel" use. S1;JPplying them to the 
participant farmer will not be as difficult. Herbicldes, insecticides, and 
fungicides are available through commercial outlets, including BANADESA, in 
all coffee producing areas. Copper oxichloride (rust fungicide) will be made 
avaiiable by IHCAFE, as needed for rust control. The size of ~ese items does 
not restrict their easy transport from towns to farms. Again, the principal 
constraint is learning their proper use, and that will be accal~lished through 
the Extension Program. 

The dependable and timpl.y supply of fertilizer to participant 
farmers is clucial both for initiating technification and for continued 
production. Because of the importance of correct application, fertilizers 
will be supplied by IHCAFE directly to the farmer. The farmer will receive 
Gredit for recommended formulas as part of his credit package, and will take 
delivery of the fertilizer from the nearest HEAFE warehouse. Famlers will 
need, at most, 13 quintales of fertilizer per manzana. This would mean a 
total demand for 26,000 quintales of fertilizer per year by Project 
participants, which represents less than 10' of what IHCAFB is currently 
distributing (over 300,000 quintales through over 2S warehouses in 8 regions). 

D. Water 

Water is essential for spraying insecticides and fungicides, and 
many farms do not have water accessible to the coffee plants. The solution in 
those cases will be to capture rainwater. The primary concern is having water 
for rust control. Rust control sprays are done in the six rainy months, 
requiring approximately 570 liters per manzana per month. To capture that 
amount of water, the farmer would need a roof of between 2 and 4 square meters 
(depending on rainfall), a few meters of gutter and pipe, and a barrel or hole 
for collecting the water. IHCAFE extensionists will teach the construction of 
simple water capture structures. 



Source: Cost and Production values from IHCAFE Renovation Models, Annex I, 
Technical Feasibility, yields average 35 qq. 1m2 after year 7. 

(aJ 

(bJ 

Cur~ent income calculated as 7 quinta1es production, with production 
costs of $290/manzana (IHCAFE estimate). 

Column (1): is calculated based upon current farmgate price of $70/qq. 
Column (2): is calculated based upon a price of $50/qq. 
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TABLE No.2 

Financial Rate of Return - Partial Renovation 
(U.S. Dollars) 

Costs Value of Income w/o Net Benefits 
YEAR Investment Maintenance Production(b) Project(a) without Rust(b) 

(1) (2) (1) (2) (1) (2) 

1 969 200 60 (1,169) (1,029) 

2 832 700 500 200 60 (332) 

3 1,094 1,750 1,250 200 60 456 
4 1,269 2,450 1,750 200 60 981 
5 1,444 3,150 2,250 200 60 1,506 

6 1,444 3,150 2,250 200 60 1,506 
7 1,400 2,800 2,000 200 60 1,200 

8 1,269 2,450 1,750 200 60 981 
to 20 1,269 2,450 1,750 200 60 981 

IRR 47\ 

Source: Cost and Production values fran lliCAFE Renovation Models, Annex I, 
Technical Feasibility, yields average 35 qq./m2 after year 7. 

(a) Current incane calculated as 7 quinta1es production, with production 
costs of $290/manzana (IHCAFE estimate). (See Table 9) 

(392) 
96 

421 
746 

.746 
540 
421 
421 
26\ 

(b) Column (1): is calculated based upon current farmgate price of $70/qq. 
Column (2): is calculated based upon a price of $50/qq. 
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Net Benefits 
wi th Rust (b) 
(l) (2) .'-

(969) (969) .1 •• - .. 
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(132) (332) 
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656 156 
1,181 481 
1,706 806 
1,706 806 
1,400 600 
1,181 481 
1,181 481 
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Year 

1 
2 
3 
4 
5 
6 
7 

Year 

1 
2 
3 
4 
5 

Value 
_ of 

Production 

1,072 
2,502 
3,363 
3,363 
3,120 

Value 
of 

Proauction 

650 
1,788 
2,503 
3,363 

TABLE 3 

CASH FLOW - roTAL REMJVATION - 100% FINANCING 
CU. S. OOLLARS) 

APPLICATION OF INC@ffi ro: 
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BALANCE 
Investment Credit Production Credit Investment Creait Production Credit 
CaEital Interest CaEita1 Interest Capital Interest CaEita1 Interest 

1,647 230 
2,337 558 

932 140 2,337 884 135 
826 1,471 206 2,337 386 

798 713 1,625 423 1,540 
1,198 215 1,710 440 341 

341 48 1,660 . 432 839 ffi . 

CAffi FLOW - PARTIAL RENOVATION - 100\ FINANCING 
(U. S. OOLLARS) 

Investment Credit 
CaEita1 Interest 

22 
862 

83 

455 
81 
12 

APPLICATION INCDtE W: 

Production Credit 
caEital Interest 

527 
1,150 
1,367 
1,625 

122 
161 
191 
228 

BALANCE 
Investment Credit Production Credit 
caEital Interest caEital Interest 

969 135 
969 270 
946 
83 

1,415 CR.. 

346 

Source Info~e Sobre un Posible Programa de Credito Para e1 Mejoramiento de Cafeta1es de Pequenos 
Agricultores de Honduras ••• , ServiciQs Tecnicos del Caribe, 1981. 



Ta!ll c ·1 

st.W.1. FAH ..... U-J{ OlFFE/: HIPRUVJ~lI:.""·r 
Investment Crccli t Funti~ PrnicctclfCasl1 Flolol 

Ur.s:--norl a r s ) 

r f; A J{ S 

1 2 3 4 5 6 7 8 9 10 
Sources of Cash: 
cash Balance-Begin. SO 133 307 734 528 143 113 287 196 
Seed Capi tal-AID 1,000 2,500 2,000 2,000 500 
Seed Capital-UOH 350 300 300 SO 
Prine. Reilows 190 422 842 1,270 1,55" 1,672 1,444 
Int. Received 123 487 786 1,060 1,201 1,300 1.356 1,387 1,417 

Total Sources 1,000 3,023 2,920 3,583 2,766 2,571 2,713 3,023 3,059 3,057 

Uses of (;ash: 
SUbloans made 950 2,800 2,300 2,300 1,500 1,600 1,700 1,800 1,900 1,900 
Interest to Qli 20 70 122 164 184 200 208 • 214 218 
Adnin. Costs 

BfMRAi.. 10 35 61 82 92 100 104 107 109 
Admin. Costs 

Itt:AFE 30 104 183 246 276 300 312 321 327 
Acbin. Co~ts ICl' 5 30 104 183 246 276 300 312 321 327 
Cash Balance -End. SO 133 307 734 528 - 143 113 287 196 176 

Total Uses 1,000 3,023 2,920 3,583 2,766 2,571 2,713 3,023 3,059 3,057 

11 12 

176 SO 

1,37.4 1,220 
1,47(, h SS1 

2,97fJ ~.R!l 

1,900 1,700 
22R 240 

114 1"0 

:l42 ~60 
342 360 

SO 41 . 

2,976 2,821 
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13 14 11\ 

41 2~ "7 

1,7.!U l,:n·1 1,~n~ 
1,614 1 ,liR1 1,743 

2,939 3,0?R :l,114 

l,ROO 1,ROO 1,900 
~48 25R If\R 

1~4 '''0 "U 

3n 3R7 407. 
377. '5R7 40~ 
2~ (,7 8 

2,93Q 3,028 3,114 
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"I':\liLt; 5 

S:,I,\LL F/\R;.u~R COFFI:(j T ~!mO\TJ~ U~'!T rno.J ECT 
ISVhSl}n~'fr CREDIT nJtm - mo.JI.CfEIl SIItHJ)A.\J PORTrol.IO ACfTVI'N 

(IJ.S.$ OOO) 

Vf;,\ItS 

1 2 3 4 5 6 7 8 9 10 11 12 n 11 11\ 

Loan Porttolio - Beg. -0- !JSO 3750 6050 8160 9233 9997 10,'27 1/l(173 11)901 11357 l1C)33 17.·1H 1?1l7.9 l1M11} 
Sub-Loans l-L1de 950 2800 2300 2300 1500 HIOO 1700 1.1100 I!lU() 1900 1900 17()0 1800 1!100 1:)no 
Interest Chared -0- 133 525 847 1142 L!93 1401} 14f10 H94 152'-\ 1590 1!i71 17JS 1 Ql0 1.R7'7 

Subtotal 950 3883 6575 9197 10802 12131 13097 131187 14067 14327 148.17 1 t;304 15!l1\'!. 1 r,qCl P1R~ 

Less: 

Principal Repayments -0- -0- -0- 190 750 1210 1570 1..970 2100 1880 17~0 1.700 1780 181() 1840 
Principal Unco11cctable-0- -0- -0- -0- (328) (369) (·100) (416) (428) (436) (Viii ) (4RO) ("91\) (5111) (I\JIi) 
Interested Fayments -0- 123 487 786 1060 !?01 1300 135G 1387 1417 1476 1St;1 Hi 1·' lllR1 174, 
Interested Uncollected~ 10 38 61 82 92 100 104 107 109 114 120 124 1 ~!l no{ 

Loan Portfolio - End 950 3750 6050 8160 9238 9997 10427 1O()73 10901 11357 11933 12~B 1.2929 1 '·~Ol\ 1.'JOO·1. 
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TAllI.E (; ----

Slo1.\I.L F .. \H,,\JEf{ CUI-"FlJ: ) ~ti'~O\ Dlr.,,'r PI{OJ EGl' 
A\{)RTEAT£ON OF '/OrAL OF Slllllll!\'.JS ~}E BY YE.\H 

(US$OOO) 

SUB-LUANS ~E 1 2 3 4 5 6 7 8 9 10 11 17. n 14 1.', 

YEARS 

1 950 190 190 190 190 190 
2 2800 560 560 560 560 560 
3 2300 460 460 460 4(;0 MiO 
4 2300 460 460 460 460 460 
5 1500 300 300 300 300 300 
6 1600 320 320 320 320 320 
7 1700 340 3~0 3"0 340 340 
8 1800 360 3tiO 3(,0 360 J!lO 
9 1900 380 3S0 380 380 
10 1900 3RO 3110 3Rn 
11 1900 380 380 
12 1700 3JO 
13 1800 
14 1800 
15 1900 

Total Payable 190 750 1210 1670 1970 2100 1RRO 17RO 1700 1780 lR40 1840 

Uncollectable -0- (328) (368) (400) (416) (428) (436) (456) (480) (4c)6) (1\16) (1\3'i) 

Total Collectable 190 422 842 1270 1554 1672 1444 1324 1220 1284 n74 nn4 
~ = ~~ 
~ 

~@ 
........,~ 
~~ = '.:-" u=2 
~ ~~-:..::. 

~ 
.. 

. -
..,..-
L-:-. 

e. 
~.:-;. 

~--

c-· 
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TABI.E 7 ---
SMALL FARMJ~ Q)FFEE IMPRUVB1EVr PRo.JF.CT 

ESTIMATED OF PRODUCTION rnEOIT Nf:Enr:D BY AFFHCTEJ> FARMFRS 
(L~piras) 

itEIGfITElJ A\'~ PROD. l'lEIGHr AVEv\GF. NEW (L. nnn) . (liS ,nnn) 
A."'~ mUD A'll'cUAL cosrs ANN. PROD. ANN. ruo t-l\NZANJ\S CUMJI..A. TIVE ESTIt-LA.TEO OF ESTI!>1ATEn OF 
msr , OF PROU. COST PARTIAL , OF COST PAR- Q)STS IN PROJ. MM'ZANAS BY NEEDS or NEEI1S OF 

YFJ\R FULL. ROOV. ffiOJ. RILL ROOV. ROOV. PROJ. TIAL RfNOV. PROJOCT YEAR PROJ. YEAR PROD. r.REOIT PRon. OHiIHT. 

1 -0- 20 -0- -0- 80 -0- -0- 766 766 -0- -0-
2 -0- 20 -0- 1747 80 1398 1398 1979 2745 3838 lQ1Q 
3 2000 20 40 2299 80 1839 2239 1426 4171 ~339 4I'i70 
4 2807 20 561 2735 80 2188 2749 1251 5422 14905 7453 
5 3251 20 650 3175 80 2540 3190 716 6138 19580 9790 
6 3240 20 648 3340 80 2672 3320 670 6808 22603 11307. 
7 3320 20 664 3236 80 2589 3253 624 7432 24171') 12088 
8 3486 20 697 3398 80 2718 3415 580 8012 2731'i1 J3(jR1 
9 3660 20 732 3568 80 2854 3586 537 8549 30657 lS32Q 

10 3843 20 769 3746 80 2997 3766 471 9020 33969 '.6985 
11 4035 20 807 3933 80 3146 3953 413 9433 3728Q 1.8645 
12 4237 20 847 4130 80 3304 4151 324 9757 40501 20251 
13 4449 20 890 4337 80 3470 4360 301 10058 43853 21924 
14 4671 20 934 4554 80 3643 4571 264 10322 47244 23622 
15 4905 20 981 4782 80 3826 4807 245 10567 50796 25398 



Year 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 

to 20 
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TABLE 8 

IN'ImNAL RULE OF RmURN m PROJECT 
(U.S. OOLLARS) 

Net Benefits-Partial 
J of Mamanas (wi th rustJa! 

Project Costs PartlaI Total (1) (21 

1,268 613 153 (594) (594) 
1,278 1,583 396 (1,615) (1,737) 
1,215 1,140 286 (912) (1,534) 

996 1,000 251 644 (805) 
472 573 143 2,976 546 

5,072 2,284 
7,060 3,133 
7,267 3,245 
6,873 3,008 
6,317 2,666 
5,923 2,429 
5,797 2,360 
5,797 ~,360 

~/ fran Table 2, multiplied by mlllber of manzanas 
hi fran Table 1, multiplied by number of manzanas 
Column (1) is based upon a farmgate plice of $ 70.00 
Column (2) is based upon a price of $ 50.00 

Net Benefits-Total Net Project Benefits 
(with rust)b! (wid, rust) 

(1) (21 (1) (2) 

(252) (252) (2,114) (2,114) 
(752) (752) (3,645) (3,767) 
(711) (757) (2,838) (3,506) 
(369) (595) (721) (:1.,"196) 
364 (135) 2,868 (61) 

1,213 444 6,285 2,728 
1,691 540 8,751 3,673 
1,819 819 9,086 4,064 
1,718 757 8,591 3,765 
1,579 671 7,896 3,337 
1,480 609 7,403 3,O~8 
1,449 590 7,246 2,950 
1,449 590 

IRR 38\ 21\ 



TABLE No.9 

Costs - Traditional Farm 
prIces - S Dollars 

Pest & Disease Control 
Labor 
Materials (fungicide) 

Weed Control 

Shade Control, Prining and 
Replanting 

Fuel 

Equipment 

Harvest, Transport, and 
Processing of Crops (7 quintales) 

TOTAL 

Without Spraying 
(No Rust) 

so 

4 

18 

218 
290 

With Spraying 
(Rust) 

30 
58 

50 

4 

6 

38 

218 
404 
== 

Source: IHCAFE: Estimacion del Impacto Econanico de la Roya del Cafeto en 
Honduras, 1980 
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YEAR 
1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 

TABLE 10 

SMALL FARMER OJFFEE IMPROVBfiNI' PROJOCI' 
OJMPl1rATION OF MANZANAS AFFOCI'ED BY INVFSIMINf 

rnEDIT FUND IN 15 YEARS (INVFSIMINI' INFIATFD BY 14t/YR 
(US$) 

INFiATID AvmAGE 
INVFSIMINl' PfR MANZANA 

1,241 
1,415 
1,613 
1,839 
2,096 
2,389 
2,723 
3,104 
3,539 
4,034 
4,599 
5,243 
5,977 
6,814 
7,768 

INVFSIMINf 
cmDIT AVAILABLE 

$ 950,000 
2,800,000 
2,300,000 
2,300,000 
1,500,000 
1,600,000 
1,700,000 
1,800,000 
1,900,000 
1,900,000 
1,900,000 
1,700,000 
1,800,000 
1,800,000 
1,900,000 

$ 27,450,000 

AvmAGE 
MANI-~ZANAS AFFH:TF.D 

766 
1,979 
1,426 
1,251 

716 
670 
624 
580 
537 
471 
413 
324 
301 
264 
245 

10,567 
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FINANCIAL PLAN TABLES 

SMALL FARMER COFFEE IMPROVEMENT 
DISIRIBtTrION OF IN KIND AND IN CASH 

GOH FUNDS 
($ 000) 

Description 
In cash Total 

In Kind 

Personnel 
Extension Agents 
Credi t Agents 
Support Personnel 

Sub-Total 

Training 
Abroad 

Office Equipment 

Operating Cost 
Office Supplies 
Per Diem: 

586 

239 
8Z5 

Extension Agents 138 
Credit Agents 

Vehicles Operation and Maintenance: 
Diesel 140 
Maintenance 169 

Sub-Total 447 

179 
382 

561 

12 

7 

50 

42 
90 

113 
112 
407 

Credit Fund Administration 
Contingen~1 and Inflation lOt 

22200 
220 

TOT A L 1,272 32407 

ANNEX K 
Page 1 of 10 

765 
382 
239 

1,386 

12 

7 

50 

180 
90 

253 
281 
854 

22200 
2zli 

42679 



DESCRIPITON 

Technical S'!'}?Ort 
Personnel 
Traini~g 
Operating Cost 
Office Equipment 

Sub-Total 

Credi t Acti vi ty 
Credit FlIld 
Credit Administration 15\ 

Sm-Total 

Continge~Inflation 10% 

; ... ::rnx K 
Page 2 of 10 

SMALL FARMm COFFEE IMPROVBffiNT 
FINMi:IAL PLAN 

GOH RINDS 
(U.S. OOLS.) 

CALENDAR YEARS 
1981 1982 1983 1984 1985 

39,150 170,100 292,500 353,700 353,700 
6,000 6,000 

14,100 98,800 159,100 232,000 232,000 
6 2975 

60,225 274,900 457,600 585,700 585,700 

350,000 300~000 300,000 50,000 
150 2000 375 2000 300 2000 300 2000 
500,000 675,000 600,000 350,000 

27 2490 45 2760 58 2570 58 S70 
150 2225 802 2390 12178 23150 12244 2270 99lS:270 

1986 10TAL 

176,850 1,386,000 
12,000 

118,000 854,000 
61975 

294,850 2,258,975 

1,000,000 
75 2000 1 2200 2000 
75,000 2,200,000 

29 485 219 2875 
399:335 lSz1578 2850 



Technical StJ?l?Ort 
Technical Assistance 
Training 
Vehicles and Equipment 
Publications & Broadcast 
Demonstration Lots 
Eva1u~tion and Audit 
Operating Cost 

Sub-Total 

Credi t Acti vi ty 
Credit FtDid 

Contingency & Inflation 10\ 

roTAL 

M~K 

Page 3 of 10 

~ FARMER OOFFEE IMPROVFMENT 
FINAN:IAL PLAN 
A.LD. RJNDS 
(U.S. DOLS.) 

CALENDAR YEARS 
1981 

32,000 

32500 
35,500 

1982 

192,000 
108,120 
256,000 
21,600 
28,044 
15,000 
10,000 

630,764 

1983 

176,000 
87,120 

21,600 
56,088 
40,000 
92000 

389,808 

1984 1985 

80,000 
63,360 

21,600 21,600 
56,088 
15,000 15,000 
9,000 

245,046 
9 2000 

45,600 

1986 TOTAL 

480,000 
258,600 
256,000 

21,600 108,000 
140,220 

40,000 125,000 
42000 

65,600 
44,500 

1,412,320 

__ -_ 1,000,000 2,500,000 2,000,000 2,000,000 500,000 8,000,000 

63 2076 38,980 24,504 4,560 6,560 137,680 

35,500 1,693,840 2,928,788 2,269,552 2,050,160 572,160 9,550,000 
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SMALL FARMER COFFEE IMPROve.reNTS 
SUPPORT PmroNNEL 

roH RJNDS 
(U.S. oors.) 

Description 1981 1982 1983 1984 1985 1986 TOTAL 

Central Office Personnel P!M 6 months 12 months 12 months 12 months 12 months 6 months 

1 Project Coordinator 2,000 12,000 24,000 24,000 24,000 24,000 12,000 120,000 
1 Administrator 500 3,000 6,000 6,000 6,000 6,000 3,000 30,000 
2 Secretary 300 3,600 7,200 7,200 7,200 7,200 3,600 36,000 
1 AccOlDltant 400 2,400 4,800 4,800 4,800 4,800 2,400 24,000 
1 Bookkeeper 250 1,500 3,000 3,000 3,000 3,000 1,500 15,000 
1 Messenger-Driver 150 900 1,800 1,800 1,800 1,800 900 9,000 
1 Janitor 75 450 900 900 900 900 450 42500 

23,850 47,700 47,700 47,700 47,700 23,850 238,500 

Field Persome1 
EXtension Agents (40) 425 10,200 81,600 163,200 204,000 204,000 102,000 765,000 
Credit Agents (20) 425 52100 40 1800 81 2600 102 2000 102 1000 51 1000 382 1500 

15,300 122,400 244,800 306,000 306,000 153,000 1,147,500 

TOTAL PfRroNNEL 39z150 17CzIOO 292 1500 353 1700 353 2700 176.850 11386 1000 



Unit 
Description Cost 

30 type C-J5 Jeep Diesel 8,000 

Equipnent: 
4 video tape machines 1,500 
2 16-~ movie proyector 400 
1 screen 100 
2 PA System 1,500 
1 copy machine(XEROX) 9,000 

Total Equipnent 
Sub-total A.I.D. 

10 desks 250 
10 chairs 100 
2 electric typewriters 1,000 
5 filing cabinets 175 
2 electronic calculators 225 
2 typewriter tables 75 

Sub-total GOH 

Total vehicles and 

equipment 
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SMALL FARMIR mFFEE IMPROVH4FNf 
VHIICLES AND ~~ 

(U.S. roLS.) 

CALENDAR 
1981 1982 1983 1984 

6 mos. 12 mos. 12 mos. 12 mos. 
240 2000 

EXTENSION FQJIPMeIT 

3,000 
800 
200 

3,000 
9,000 

161000 
256,000 

OFFICE BlJI~ 
2,500 
1,000 
2,000 

875 
450 
150 

6,975 

62975 256 2000 

YEARS 
1985 1986 roTA!. 

12 mos. 6 mos. 
240 2000 

3,000 
800 
200 

3,000 
9,000 

161°00 
256,000 

2,500 
1,000 
2,000 

875 
150 
150 

6,975 

262 2975 



Description 

Extension Materials 
Virgen Video Tape 

Sub-total AID 

Office Suplies 
Travel & Per Diem 
40 EXtension Agents 
20 Credi t Agents 
Vehicles Operation 
ana Aiiintenance 

Fuel (60 vehicles) 
Maintenance (60 vehicles) 

Sub-total OOH 

Total Operating Cost 
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~ F~ COFFEE IMPROVBmNT 
-w.ratlng COst 

U.S. Dollars) 

1981 1982 1983 1984 1985 

3,500 9,000 9,000 9,000 9,000 
1,000 

3z500 10z000 92000 9 2000 92000 

3,000 10,000 10,000 10,000 10,000 

2,400 19,200 38,400 48,000 48,000 
1,200 9,600 19,200 24,000 24,000 

3,750 30,000 31,500 75,000 75,000 
3,750 30,000 60,000 75,000 75,000 

14z100 98 2800 159 2100 232 z000 232 z000 

172600 108 z800 168 z100 241 2000 241 z000 

1986 TOTAL 

4,000 43,500 
1,000 

4z000 44 z500 

7,000 50,000 

24,000 180,000 
12,000 90,000 

37,500 252,750 
37,500 281,250 

118 2000 854 z000 

122z000 898 z500 



12 Demonstrations 
Lots $2337 c/u 
Aproximated 

24 Demonstration Lots 

24 Demonstration Lots 

10TALS 
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SMALL FARMffi mFFEE IMPROVFMENT 
nemonstration Lots 

(U.S. DOllars) 

CALENDAR 
unit 1981 
Cost 6 mos. 

1982 1983 
12 mos. 12 mos. 

2,337 28,044 

1.,337 56,088 

2,337 

28,044 56,088 

YEARS 
1984 1985 1986 

12 mos. 12 mos. 6 mos. 

56,088 

56,088 
- -

1UfAL 

28,044 

56,088 

56,088 

140,220 



6 thousand PUblications 
6 different types 
36 thousand in total 

fiiit 
Cost 

--3 
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~ FARMm COFFEE IMIROVBffiNT 
Publications and Broadcast 

(U.S. Dollars) 

CALENDAR 

1981 1982 1983 

YEARS 

1984 1985 

21,600 21,600 21,600 21,600 

1986 

21,600 108:000 



Description 

a) Evaluations: 
Til«) evaluations in all the 
life project $25,000 ea. 

b) Audits 
one audit per year begin 
1982 $15,000 ea. 

'IOTAL 
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~L FARMm mFFEE IMPROVBffiNTS 
Evaluation and AUdits 

(U.S. Dollars] 

CALENDAR YEARS 
1981 1982 1983 1984 1985 1986 

6 mos. 12 mos. 12 mos. 12 mos. 12 1OOS. 6 mos. 

25 1000 25 1000 

15 z000 15 1000 15 1000 15,000 15 z°:)0 

40 1000 15 z000 15 1000 15 z000 40 1000 

lOTAL 

501000 

75 1000 

125 1000 



Description 

2 visits 6 participants ea. 
6 months each 
($22 x 180 x 6) 

6 central work shops 
30 participants ea. (4 days) 
Per diem 
Materials and supplies 

18 Regional courses 
x 4 regions, 2 days each 

30 participants 
Per diem 
Materials and supplies 

12 Field trips 
3 days each 

12 participants 
Per diem 
Materials and supplies 

roTALS 
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SMALL FARMER OOFFEE IMPROVBiENTS 
Training 

1981 

(U.S. Dollars) 

CALENDAR YEARS 
1982 1983 1984 1985 1986 

Training Abroad 
23,760 23,760 

In ColDltry Training 

4,800 
500 

28,800 
2,000 

5,760 
500 

66,120 

4,800 
500 

28,800 
2,000 

5,760 
500 

66,120 

4,800 
500 

28,800 
2,000 

5,760 
500 

42,360 

47,520 

14,400 
1,500 

86,400 
6,000 

17,280 
1,500 

174 2600 
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ANNEX L 

BEST AVAILABLE DOCUMENT LAC/OR-lEE-80-13 

ENVlRONHENTAL TIIRESnOLD DECISION 

Project Location Honduras 

Project Title and Number Small Farmer Coffee Production 
522-0176 

Funding $9.0 million Loan 
$0.55 II Grant 

Life of Project Three years 

lEE Prepared by E. E. Trujillo, RPNS/ROCAP 

Recommended Threshold Decision: Negative Determination 

'Bureau Threshold Decision Concurrence with Mission 
recommendation 

Action 1) Copy to VSAID/llonduras j. 

John R. Oleson 

2) CoVy to E. E. Trujillo 

3) Copy to lEE file 

Robert O. Otto 
Chief Environmental Officer 
Bureau for Latin America 

and the Caribbean 

http:0rVtAOI'M.NT
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INITIAL EWIRO}'"}lE~;tAL EXA:-lIXATION 

PROJECT LOCATION: HOnduras 

PROJECT TITLE: S~ll Farmer Coffee Prod'Jction 

PROJECT NUMBER: 522-0176 

LIFE OF PROJECT: 3 years 

lEE PREPARED BY: E.E.Trujillo, RPMS/ROCAP 

DATE: November 13, 1980 

ACTION REr.OMHE~'DED: Negative Determination 

CONCURRENCE: 

!John Oleson. Director 
U"OndUras AID , 

, DATE: 4'\c.t..{ tnb,,, 2. J , I ~ fv 

" ; 
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The project goal is to increase incomes and quality of life 
of the small coffee producers in Hondur~s through a program of 
research, extension. and cr~djt designed .0 (ransfer to the smal I 
coffee producer improved technology and management practices. The 
program will emphasize replacement of varieties (with eith~r more 
productive or more disease resistant varieties), higher p1.jnt 
densities, improved pruning practices, improved (more uniform) 
shade, effective fertilization, lntegra~ed pe5t management, soil 
conservation practices, and crop diversification. 

The program will be implemented by the Honduran Coffee In
stitute (IHCAFE) in conjunction ~lith a credit institution (either 
the Coffee Bank, Coffee Cooperative Federation. or the Agricul
tural Development Bank). Grant financing will provide technical 
consultants to IHCAFE for research into improved production tech
niques which are appropriate to the smal I producer. 

'I. Project Area 

The project will be implemented in the mountainous coffee 
producing regions of HondurJs, primarily in the Departments of 
Santa Barbara, EI Paraiso, Comayagua. Copan and Lempira. There are 
approximately 45,000 coffee ~~:~~:e~~ ~Iith fewer :~an 5 hect~(~; . 

. They have about 72,000 hectares in production. The project goal 
will be to reach farmers on about 40,000 hectares over a 4 year 
period. 

Coffee is produced in regions ranging from 600 mts. to 
1,601") mts. in altitude, most commonly above 1,000 mts. Rainfall 
averages about ISO cm., with a range of from about 110 cm. to 
about 1.40 cm .• and is, of course, highly seasonal. Temper_tures 
depenj largely on elevation in all regions, with average miximum 
temr~ratures of about 26°C and minimum of about 18°C. The .errain 
Is mountainous with a broken topography, with slopes commonly in 
the range of 15 to 35 degrees. Soils are generally volcanic 
(Inseptisoles) or laterizados, with arcil lo-limosno or arcillo
arenoso textures, varying in depth of topsoil from several inches 
to several feet. and varying in permeability and resistance to 
erosion. There is virtually ~o irrigation of small coffee plan
tations. Virtually all small coffee production is in fore~t lands, 
primarily coniferous and liquidambar, and in regions where defor
estation and resultant erosion il frequent in the absence of 
coffee. 



III IMPACT·:tD~;rIFtcATION AND EVALUATION FORM 

Impact Areas and Sub-Areas 

A. lAND USE 

1. Changing the character of the land through: 

•• Increasing the population 

b. E~;tracting natural resources ____ _ 

c. Land clearing _____________________ __ 

d. Changing soil character ____________ __ 

2.· Altering natural ~efenses ___________ _ 

3. Foreclosing important uses _______________ __ 

4. J~opardizin& man or his works 

5. Other factors 

B. WATER QUALITY 

1. Physical state of water 

2. Chemical and biologica 1 states 

3. Ecological balance 

4. Other factors 

11 We use the tol1o~1a& ~ymbols: 
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ImF:lct 
Identification and 
Evaluatio:"! 11 

N 

N 

N 

N 

N 

N 

N 

N 

N 

N • ~ environmental impact 
L • Little environmcntal impact 
K • l-Iodcratc ~nvironmental impact 
H • ~t.!nvironnlcntal impact 

u • Unkn~wn envlronmental impact 
+ • BC!ncfi.cinl :.mpact 
- • Negative i.mpact 



UlPACT IDENTIFICATION A1~D EVALUATIO~1 'FORH 

C. ATMOSPHERIC 

1. Air additives 

2. Air pollution 

3. Noise pollution 

'4. Other factors 

D. NATL~L RESOL~CES 

1. Diversion, altered use of water __________ __ 

2. Irreversible,' ine fficient co:r.mitments __ ....-

3. Oth~~ factors 

Soil conservation 

E. CULTURAL 

1. Altering physical symbols _________ _ 

2. Dilution of cultural traditions __________ __ 

3. Other factors 

F. soc IOECONOmC 

1. Changes in. economic/emp Loyment patterns _ 

2. Changes in populacil)n 

3. Changes in cultura 1 patterns 

4. Other factors 
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N 

N 

N 

N 

N 

M+ 

N 

N 

N 

N 

N 



IMPACt IDENTIFICAtION AND EVALUATION FORM 

G.' HEALTH 

1. Changing a natural environment ____________ _ 

2. Eliminating an ecosystem element __________ _ 

3. Other factors 

Provide more bal~~ccdnutrition 

H. GENERAL 

1. "(nternational impacts 

2. Controversial impacts 

3. Larger program impacts 

4. Other factors 

1. arHER POSSIBLE IMPACTS (not listed above) 

1. Introduction of new plant species 

2. Agricultural chemicals 

3. Other factors 

., 
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N 
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IV. Piscussion ot I~pact' 

D. Natural Resources 
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Technification of coffee production at the small far~ 
levels is the only immedia~e alternative to counteract the effect 
of coffee rust in Honduras. The utilization of resistant varie
ties commercially adaptable to the area is no~ possible in the 
immediate future, because such varieties do no exist. Coffee 
production is in the hands of a large number of small far~era 
~nd most orchards are located in mountainous marginal sites with 
very pronounced slopes. All atte~pts to protect this crop tro~ 

the desvastating effects of rust will have a highly positive 
impact on the environ~ent as a whole. Changes from coffee far~i~g 
to other agricultural syste~s is possible, however most crops that 
could replace coffee are less suitable to the topography and the 
low fertility of the coffee growing region. This coupled with ?oor 
farming practices and torrential rainfall ~ay triger unsur~ountable 
problems in soil erosion and siltation of watersheds throughoct 
the country. The technification of coffee therefore is urg~nt and 
will have a highly beneficial iropact in the conservation of ~a~ural 
resources such as soil and water. 

G. Health 

Improvement in coffee production at the small fGrm level 
will benefit the rural poor by increasing inco~e through more 
effi;ic:.t p~~d~c:ivn and r.igh~~ yields. rhis in turn will cuab~c 
poor fa:mers to improve their casic diet and living conditions. 
Therefore the impact on health may be light to moderate. 

t. Other Possible Asoects 

Technification of coffee involves the renovation ot old 
plantings with improved co~~ercial varieties, increased pla t 
density, better site selection. contour planting, modification of 
shade. maximization of pruning to attain high yields, use 0_ 

fertilizers and agricultural pesticides. Most of: these i:np::'o'led 
technologies will have little or some beneficial effect to tr.~ 

environ~ent. Pesticid~ use in areas which can be considered as 
part of the watershed systems of the country will have a negative 
effect on the environment. However. the effects can be minimized 
by judicious use of pesticides and by an intensive practical 
training at the farm level in sound pesticide use and pract~ce. 
Pesticides with potential threat to the environment must be avoid
ed, only pesticides that are easily degradable and of low mammalian 
toxicity should be preferred. Since the project contemplates pro
curement of pesticides during its implementation phase a fu:ther 
environmental review will be required once the pesticides a~d their 
proposed patterns of use have b~en identified, and further ~eviews 
should be done in accordance with AID regulation,216.J(b), AID 
Handbook 3, app 48. 

http:practi.ce





