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SMALL FARMER LIVESTOCK DEVZIOPHET PROJECT 

Review of Beef Marketing and Pricing Structure in Honduras 

I. A REVIEW OF THE FLOW OF ANIMALS FROM PRODUCI TO MARKIT 

A. Existing Program of Re-Pasturing Cattle 

During the four years of 1979-1983 since the description of the livestock 

industry in Honduras in "Credito Agropecuario-Diagnostico y Recomendaciones" 

for the lanco Uacional do Fomento, October, 1979, there have been few or little 

changes in the production, calving rate, mortality rate of calves and ioitbre 

animals, and the time to reach lesirable marketing weight of cattle under the 

management of the small farmer. 

There have been a number of changes in both the marketing structure and the 

prices offered for both mature animals and for calves that the small farmer 

would like to take to toe market. 

One of the most notable changes in the marketing structure in Honduras is 

the number of times that an animal changes hands between its birth and the time 

that it reaches 600/700 pounds average slaughter weight by the commarcial 

slaughterhouses. Both in the public markets of the mnicipalities of 



and in the corrals of CoamrcLal slaughterTegucigalpa and San Pedro Sula 

of brands on the sides of an animal have decreased fromhouses, the number 

high of six to eight brands on an animal in 1979/80 down to as low as 2/4a 


farm orbrands in 1983. This is an indication that the animal has been on one 


in 1982/83 than
has been owned by each producer for a longer period of time 

was true in 1979/80. 

One of the important factors in this slowing in the changes of owvnership 

has been the quantity of animal& purchased by the mat packing industry to 

insure that they will have enough animals to utilize their packing plants more 

place in a program of re-pasturing, either
efficiently. Purchasing animals to 

through placing the animal with other selected growers by paying for the 

the time of taking theat tim of placing the animal anddifference iv weight 

animal for slaughter and/or placing on pastures either owned by the company 

and/or rented and operated by the company, has almost doubled in the last 

four years. 

been provided does not represent the ant' reThe informatIon that has 

do indicate
 uumoer of head that is in the re-pasturing program. These figures 

being changed in Honduras. The
that the marketing structure has been and is 

mnks an economic impact on the
re-pasturing program is of sufficient size to 


The packing companies have indicated that they had approximately
market. 


this number of cattle in their own program at this time (June, 1983). See
 

Table 1. 



TA LE I 

Approximte Number of Cattle in Re-pasturing Program 

in Honduras - June, 1983 

Pam of Comany Number of Head of Cattle 

11,000
Zmpcadora Alus, S. A., San Pedro Sula 


Eapacadora Cortes, S. A., San Pedro Sula 13,000
 

Grupo Ganadero 14,000
 

Oriente Industrial, Danli
 

Catacamse International, Catacams
 

5,000lmpacadora del Norte, Puerto Castilla 


43,000TOTAL 

These figures are approximte. They do not represent tha may private 

individuals, both large and mill operators, who are now carrying and are 

and/or November, 19F3.planning to carry all their cattle tbrough October 

It does serve as a guide or a firm indicaLiOfn thatbefore placing o the smrket. 

the mrksting structure of cattle in Honduras is changing, can change, &adwill 

In general, this indicatescontinue to change, through the next five years. 


tremd to mrket cattle of a heavier weight both vithin Honduras and for the 

purposes of export. 



All these companies indicated that there are more young cattle available 

(300 to 500 lbs.), and that there are more improved pastures available to rent. 

In addition, the companies indicated they have an additional capacity to stock 

20130. more cattle either in unused pastures of their own, or place in pastures 

they could rent, or place with either small, medium (up to 50/100 head), or on 

large scale haciendas. At the present time they are limited primarily by the 

availability of cvadit to purchase the animals or to reloan to producers to 

increase the number in the re-pasturing program. 

The existing progran of re-pasturing (purchasing light weight cattle and
 

placing on better and/or improved pastures until an acceptable slaughter
 

weight) is well established in Honduras.
 

The program, primarily fostered by the private-comercial sector, has made 

its impact on the market for 300/500 lb. animals ow'ned by the smell farmer. 

A vide range of prices is offered for these animals, but most farmers or 

producers owning only one or two animals are aware that L 0.60 per pound is 

the going rate. 

Unfortunately, the small individual does or nist @ell his animal to the 

trucker or entrepreneur who is either buying for himself or is purchasing for 

A =An in tia field ever7 day can come within 3 to 0% of judginq ana buyer. 

animal's weight. Unfortunately for the smll farmer, the buyer usually enters 

the negotiations not prepared to sell his animal at the existing market 



price. If they agree on the weight, it is usually at considerably below the
 

animal's real weight. In addition, the animal has usually beon held overnight 

in a dry lot, or walked to the nearest village or town on a selected day and 

bald without either feed or water until Rold. These two actions alone will 

cause the animal to lose a mininmun of 10 to 12% weight, representing a 30/36 lb.
 

weight loss, plus whatever else the buyer negotiates for the seller to pay as
 

transportation and commission cost. Finally, the buyer is purchasing on his
 

estimated weight batis, as that is the way he will be paid when he sells the
 

animal or collects his commission. The seller (small farmer or producer) sells
 

on a negotiated unit price for the animal. The normal loss on this type of
 

sale by a sm .ll producer represents a minimum of 25/30%of tho animal's actual 

worth on the day of sale. 

B. Finncing of Re-Pasturing Program 

The financing of the cattle industry through private banks in Honduras 

indicates the following: 

1. both banks that participated in the Interviews indicated that 

approximtely 20X of their portfolio was loaned for the purpose of 

financing the livestock industry in Honduras. 

2. The private banks loan the money to the livestock producers at the 

rate of 11% if the funds are from loan funds of the Central Bank of Honduras 

that was capitalized by the loan funds from the World Bank. 



3. If the Binks are using their own capital, then the loan rate to
 

the comercial slaughterhouses is generally at thi rate of 17%.
 

4. The cormmercial slaughterhouses reloan and/or actually purchase
 

and place the cattle with the small or independent operator for fattening
 

the cattle at the rate 18 to 21% dependinq on the size (number of cattle)
 

of the loan and condition of the pasture and facilities of the small producer.
 

5. The private banks indicated that of the 20% of their portfolio 

allocated to the livestock industry of Honduras, 80% of the allocated 

portfolio was loaned to the comsercial mot packing plants. As can be 

seen in Table I, most of those funds represent lirect investment by the 

mat packing industry either in animmls which Lney purchase ard place out 

for fattening, or which they purchase and place on their own haciendas.
 

6. Loans made by the banks directly to a livestock producer
 

represent 	only 20% of their livestock portfolio, and interest rates 

to the individual borrouer range from 10 to 20% 

7. both bank. have indicated that the rate of default or failure to 

pay by the coiwrcial mot packing industry has been zero. They also indicated 

that the rate of default by indivLdttal producers has been extremely low--less 

than loans for industry or mercantile loans. 

8. Neither of the comorcial banks are providing loans to the small 

foraer except from funds provided by the World Bank. These loans generally 

would tot coet AID criteria for smul farmers. 



C. Flow of Cattle to Market
 

1. Small farmers vith Few Cattle 

The flow of cattle to the market--when the cattle originate on 

a small farm--is primarily to either a buyer for the meat industry to place on 

a re-pasture program and/or to his neighbor who may purchase primarily for 

re-pasturing, then to a re-pasture program owned by a large scale operator, 

and then to the slaughter plant. Only a very few cattle (cows that have 

aborted, are too old or sick, or have been injured) are sold by the small 

producer. Naturally, cows from small prodcers in this condition are going to 

bring less than the going market price. In addition, the distance to the 

market, the buyer, the trucking fees, and the shrinkage experienced enroute 

to the slaughter plant should be considered.
 

2. The Flow of Cattle from the Farm to the Market: Dual Purpose Farms 

The flow of cattle to the market from almst any farm where the 

depends to a large extent on the type of operationowner has twenty or more cows 

he is trying to mintain. The owner who is operating a dual purpose operation 

"Beef/ilk" is qenerall7 restricted in his land area from 20 to 50 hectares and 

es not have enough land area to provide sufficient pasture and feed during thee' 


five c: six mnths of dry season to retain his calves after weaning. Generally
 

at the end four to six sioths. If he is trying tothe calves will be weaned of 
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secure more milk, he may wan earlier; but the custom or belief is held by 

this type of farmer that he must continue to give the calf part of the milk 

or the cow will not retain her milk flow and will go dry. 

Generally calves that are sold from this type of operation will pass 

through the hands o.f his neighbors and then through three or more other 

owners prior to moving to the slaughterhouses. Sales of calves by operators 

of dual purpose are generally negotiated on an individual basis and have very 

little real relationship to current market prices. Depending on the operator, 

he may secure higher value or lover value, reflecting conditions in the 

comuity and current demand at the time of sale more than prices in the market. 

D. Flow of Cattle to Market for Processing 

1. Export Processing Plants
 

Approximately 20 to 30% of the cattle purchased for processina bv the 

export processing plants have b-den purchased from one to two years before they 

are actually killed for slaughter. If credit were available, the export
 

processing plants would either purchase more cattle to place under their own 

management or would purchase the cattle and place them in a re-pasture program 

with both the small and the large farmers. 

Cattle weighing less than 700 lbs. cost the processing plant more to 

handle for the net amount of mat suitable for export than the hevier weight 

cattle.
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Generally in Honduras, the net amount of cwat suitable for export 

will vary in direct proportion to the weight of the animal. The following are 

some guideliness that have been developed from the written records of several 

of the slaughterhouses in Honduras. These guidelines will vary from animal to 

animal, but note in the t.bles for CORSA, S. A. of San Pedro Sula, and Table II 

'Cuadro de Libras Producidas, Reses Sacrificadas y Libras Exportadas en el Ano
 

'Cuadro de Libras Producidas, Res** Sacrificadas y Libras
1981, and Table III 


increase in weight of twenty-one lbs. provided a
Exportadas en el Aro 1982, 


one percent increase in the net amount of boneless meat for the year 1982 

over the yerr 1981.
 

In the case of ALUS of San Pedro Sula, an increase in average weight of
 

only four pounds brought about an increase in the net amount of boneless beef
 

by one percent. See Tablt. IV 'Cuadro Comparativo de Libras Producidas, Roses
 

There are other
Sacrificadas y Libras Exportadas en los Anos 1981 y 1982. 


factors that enter into this net increase in mat for export which are 

ioportant,,uch as the rercent of ,hrinknae the cattle have none throuah baforn 

slaughter (hours without food and water and the percent of shrinkaqe that th. 

carcass sustains in the overnight chilling prior to its processing in the 

packing plant.
 

Nevertheless, vr'tten records of groups of animals weighing the 

following are sore representative than the annual averages in the attached 

tables: 
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M"O4,477 1.014,425 90511 655 227 
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 i!i i ~ ~i ii ' ,~ ? i : ii iii ii i ,'ii' iX06,546 1.508o$73 1.349,5(5 663 230'',' > '' 
ii!~ii i 4i ii ~i! l!i~ ........
!iii l"!i 4 ,i!~ i~iiii !, iii!iiii ii!i~ iiii ...."'4 .. "'
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A05061.155,604 1.003,233 690 "31
 

SZFTIMAM 6,047 1.503,071 1.307,552 , 696 243
!iiii~i~~~~~i~i!:...i: !!~ ,iii:i~i~i , ~~i!"i,!'ii,~,i ~iiii~i
i!~i,ii~ii~. I iii! i~~i,'ii,:ii i!!4~~~
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:4. C'Ufl 5,276 1.269o666 1.223,916 6"6 240
 
NWIZDZ 4s704 1.139,75 1.055,566 614 242
 

D'I>ip 10000 230t434 593,336 $11 2)f
 

V7.l? 13,237,519 12.437sC~f 661 :).*35V; 

35.reproonta .1 porcencajo veto prosedio do eam deshutpada do 11wadt'
 

promesdo por bopmaars Cortiol 3. A. do C. V. to 193).
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TABLE V 

ALUS, S. A. -- San "edro Sula
 

BULLS
 

Average Live Weight of Animals Net Weight Boneless Meat Percent 

643.63 lbs. 205.77 31.9 

685.00 225.50 32.9 

34.2
729.91 	 249.83 


36.4
845.57 	 307.99 


averaum 3 tn Rt les boneless meat thanqenerallv speakino cows will 

bulls or steers. 

Killing cows veiehing loes than 700 lbs. will generally average only 

29 to 31% net meat for exvort 

2. Export Plants Marketing with:n Hotduras 

The 	 export plants of Honduras would have no trouble meting the 

of their edible meat productsrequirements of -mrketing at a mInimum of 107. 

within the country. Actually, most of them could exceed this quantity in 

bring a higher price ouLsideterm of hearts. tougues, and other cuts that uould 

Moduras. It is eay to place the responsibility for a mat shortage in the 

not the source of the primaryretail mrkst on the export plants, but they are 

problem in the intex.tal mrketinC of beef in Honduras. 



3. Flow of Cattle to Municipal Plants
 

The Municipal Plant of Tegucigalpa slaughtered 43,949 cattle in
 

At the time of review, the cattle being slaughtered in June, 1983,
1982. 


would have averaged less than six hundred pounds liveweight on foot. 

Nevertheless, the Tegucigalpa slaughterhouse was killing cattle averaging less 

than 600 lbs. which is considerably below the average weight of animals killed 

by the commercial export slaughterhouses. The Tegucigalpa slaughterhouse paid
 

a net return of approximately six percent on the investment made by the 

municipality, though it processed only two of the by-products (meat and bone,
 

meal and tallow).
 

The municipal plants of both Tegucigalpa and of San Pedro Sula
 

render a slaughter service to the community--primarily to the mercantile 

restaurants, institutions, municipal and private markets, including the
 

super markets. 

The municipal slaughterhouses have no control over the size, 

weight, or condicion of the animal; the animal is inspected by the Honduran 

Inspection Service, and if it passes inspection, it goes to market. These 

plants are able to process only a limited amount of the waste. See Table VI 

Ano 1982," Procesadora etropolitana de"Cuadro Coparativo de Ingresos: 


bone meal and tallow. ItCarnes (PROMDECA) which processes only meat and 

does not have the equipment to process blood meal. The blood is washed down 

Nor does it retain any of the by-products or offal.
the drain or se&wars. 



IIA 
TABLA VI 

EXPACAIXRA METROPOLITANA DE CARNES PRO]DWA) 

LUADRO COIPARATIVO DE INCRESOS ADO 1982 

B 0 V 
CANT 

IN O S 
VALOR 

t, E 
PO t C I N O 
CANT VALOR 

S IlA 

CANT 

R I N A 

VALOR 

S E BO 

CANT VALOR 
OTROS 

TOTAL 
INCRESOS 
_________ 

DEVOLUCIONES 
KEBAJAS 

INGRESOS 
NETOS 

cEKE .b9 66.474.OO 4.788 47,880.00 41.760 12.068.00 23.200 11,600.00 ;89.O0 138,811.00 210.00 138,601.00 

EAIEL) 3.638 65.484.00 4.929 49,290.00 42.520 12.096.00 24,800 12,400.00 263.00 139.533.00 274.00 139.259.00 

PRUZ0 4.031 72.558.00 5,387 53,870.00 33,300 9,970.00 27,200 13,600.00 594.00 150,592.00 119.00 150,473.00 

AZIRL 3.227 58.086.00 3,974 39,740.00 60,025 17,034.50 7,120 3;560.00 252.00 118,672.50 346.00 118,326.50 

NATO 3,490 62,820.00 4,364 43,640.00 13,530 4,059.00 11,600 5,800.00 362.00 116,681.00 ?94.00 116,387.00 

JUNIO 3,ebib 65,388.00 4,662 46,620.00 19,010 5,703.00 23,600 11.000.0 30t. 00 128,717.00 387.00( 128,330.00 

JvLIO 3,759 67,662.00 4,397. 43.970.00 64,140 19,242.00 23,200 10.500.00 716.00) 142,090.00 1,039.00 141,051.00 

ACOSTO 3,693 66,474.00 4,250 42,500.00 45.135 13,540.50 31,404 13,760.00 265.90 136,540.40 820).5t) 145,719.901 

SEPTIDEMBRE 2 %60 64,080.00 4.756 47,560.00 49.140 14.742.00 32,400 14.780.00 808.50 141.970.50 473.oo 141.497.50 

OCT*SIE 3,775 67,950.00 4,863 48,630.00 31,225 9,367.50 23,200 10,440.00 802.00 137,189.50 691.00 136,498.50 

WlOV ID(E 3,603 64,854.00 5,557 55,570.00 34,685 10,405.50 34,400 15,480.00 692.30 147,001.8t 703.00 146,298.81 

DICIIKIRE 3,864 69,552.00 6,835 68,350.00 42,950 12,885.00 37.60() 16,920.00 766.90 168,473.90 .920.00 166,553.90 

TOTALES 43,249 791,082.00 _58 762 _587_620.00. 477.420 141..113.00 299,724 139.840.00 6.617.60 1.66,27264 7.276.50 1.,658.996 

------- - -- ------- -- - ------------:::::::::: ----------- - - - - - -

PtI1MFDIO 3,662 65,923.00 4,897 48,968.33 39.785 -11,759.42 24,977 11,653.33 551.47- 138,856.05. b0t.38 - 138,24'9 

----------- ----------------- ------- -------

Ft IO DIA-
Rio 16.1 2,898 285 2,847.92 1.790 536.87 1,567 705.00 31.95 7,019.75 480.00 6,939.25 
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The Municipal Plant of San Pedro Sula provided only a limited
 

amount of records. The records indicated it killed or processed into dressed
 

carcasses animals with an average wei~qht of 600 to 700 lbs. on foot. These
 

animals average approximately 50 to 10 lbs. heavier than the animals killed
 

in the Tegucigalpa plant.
 

The Municipal Plant of San Pedro Sula does process tallow it does
 

not process the trinings or waste. It does wash the blood into a sump 

which is pumped into a tank truck and is sold to ALUS. 

The most important factor that these two municipal plants 

contribute to the livestock industry in Honduras is providing meat for the
 

internal market of Hnduras, primarily the two cities. Since the owner of 

the animal at the time it is delivered to the municipal slaughterhouse pays 

only a service fee, be is entitled to and receives all offal, heart, stomach, 

intestine, head, hides and horns, and all by-products except that which is
 

trimd off, and the blood.
 

Generally speaking, the animals are brought tc the slaughter house 

by a trucker or purchaser vho is buying for an institution, mast market, or 

supermarket; or he my purchase the animal and then market sides or quarters, 

or any part of the carcass on his own. 

The animal is generally slaughtered the day it is brought to the 

slaughterhouse. If the corials are empty, it is slaughtered immdiately. 

If brought in the afternoon, it is held over to the next day to kill. 
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Both plants reported that only large scale cattleman who are 

selling their animals under a specific contract to a meat market normally 

bing their own cattle, have it butchered, and sell the carcass and offal to 

the buyer but retain title to the hides. 

Very few of the small cattlemen who own only a few head of cattle 

bring these into the slaughterhouse and have thu animals slaughtered and then 

try to market their ovn mat. Both slaughterhouses reported less than 107 

of the cattle that they slaughtered are processed for owuer-producer.
 

More than 607. of the cattle slagh~ered at Tegucigalpa should have 

been placed ina re-pasturing program. At the San Pedro Sula the average 

weight of the cattle aesheavier, amd approximately 35 to 40% of the animals 

killed during the period of review should have ben returned to a pasture 

program inorder to gain more weight. 

Both plants kill more than 60 to AO,O00 beef animals a year at 

less than those killed by commercial exportweights that average 50 to 100 lbs. 


meet loss to internal market of
slaughterhouses. The minimum amount of 

Honduras is approximately 1,980,000 lbs. of bonleass mat. This does not 

include the loss of blood, meat and bone weal, hides, offal, and other 

by-products. 

in the flow of cattle from the farm to the market inFinally, 

iuder their present of operation areHonduras, the mnicipal plants method 


an asset to the cattle industry of Honduras, but a Liability. Certainly,
not 
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they perform a service much better than was provided four years ugo, but this 

service feature is in favor of the entrepreneur, merchant or person who brings
 

the cattle to the slaughterhouse, and not to the small farmer.
 

The smell farmer would or shnuld be in a much better position to
 

sell his animals at a minimum of 300 to 400 lbs. of weight to the buyer 
and/or
 

directly to the comrcial meat pecking companies to place in a re-pasturing 

program. 

4. Flow of )aat to the Consumer 

The consumer purchases his meat in the central market of the 

tom in which he lives, at the mest market, and/or a supermarket. The 

mnicipal slaughterhouaes do not perform services other than to prepare the 

carcass by stripping the hides, cutting off the bead, removal of the offal and 

drop, cutting off the shanks and horns, trimming the carcass, and washing 

it down. At the ownr's stated desire, the slaughterhouse either refrigerates 

it overnight and/ot delivers the hot carcass together with its hides and 

by-products to the owner. 

In mset cases when the animal has been purchased by the 

Lstitutioo. restaurant, market or individual, the carcass is refrigerated over

might mad delivered the following day in refrigerated trucks to its destination 

ebere it is broken dove and processed. Most of the carcasses are broken 

down by the supermarket, but those reaching the central market or small 

individual most merket shop break down the carcasses into their own cuts. 

The boes are generally retained in the cuts or soll as part of the cuts bought 

by the low inome sector. 
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U. S. - PUETO RICO - OVERSEASII. E1POR MARKETING -

A. quipmet, Cleanliness, and Sanitation 

mat packing plants comply with 	the regulationsThe six operating 

of the USDA as to their requiresants for the equipment requi ed to process 

the meat for export and for standards of cleanliness and sanitation. 

Generally speaking, the cleanliness and sanitation of the plants 
in Honduras 

not only equal but exceed that which is required from the same type of plants 

in the U. S. 

B. Quota 

there is no quota limitatiouUnder the preaeat regulations of 	USDA, 

and will continue to be advantageous
to merkatiag in the United States. It is 

for Hooduras to mrket as sich of their beef as possible in the 
U. S. in order 

securing the maximum quota, if it 
to establish a record for the purpose of 


should be re-establisbod.
 

U. S. by Six of the ExportLag PlantsC. Present Marketing Arrangements in the 

The mrkating arrangemnts for meat exported by Honduras is dominated
 

by two of the four principal companies:
 

1. Crupo G~aadero
 

Catacamsl Iltermational, Catacames 

Oriente Industrial, DonL
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These two plants are a part of a Cost& Rican holding company's 

lnvestment in Honduras. These two plants
 

a. 	have their own herds,
 

b. 	purchase animls fo: their own program of re-pasturing, 

c. 	loan funds and/or place cattle on private farms or
 

ranches for fattening, 

d. slaughter cattle from theL own holdings and from 

contractors who are fattening cattle for them,
 

0% of the cattl which the vla~t oroceou
e. 	 purchase 75 to 


from the open market in Honduras,
 

f. 	process the cattle completely--LncludiL by-products,
 

mat and bone meal, blood and tallow--which is
 

sold 	 in Honduras, 

S. 	could easily met their quota of mat to be sold in Honduras,
 

h. 	export their mat through United Deaf Packers of Miami, Fla., 

wtich is part of th,- rosta lican holding company,
 

to 20% of the hides they produce
i. sell approximately 15 


in 	 onduras, 

their hides to a shoe company notaell 	another 10 to 15 of 


owned by the holding company in El Salvado' 

k. 	sell the remaining hides prLmarily to the shoe company 

by the sam holding company.in Cost& Lica which is owed 
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2. Inpacdora Alus, S. A., San Pedro Sul& and Carnelandia, Choluteca
 

Thess companies are also limited vertical integrated companies. 

They "rchase more of the cattle they process than they hold or produce 

from their own holdings. Neverthelers, the companies are vertically 

integrated as follows: 

a. 	They have their own herds. 

b. 	They purchase cattle for their own program of re-pasturing. 

c. 	They loan funds/or place cattle on private farm for fattening. 

d. 	They slaughter cattle from their own holdings and from contractors
 

who are fattenin cattle for them.
 

e. 	'They purchase 85 to 90% of the cattle processed on the open market 

through a purchasing organization jointly owned with CORSA 

which is CORRAL, S. A. do C. V. of San Pedro Sula. 

f. Alus was the first slaughter plant to establish facilities for 

processing the cattle and the by-products completely. All 

meet and bone meal, blood meal and tallow are sold entirely in 

Noduras. 

S. These companies could "osily meet their quota of 10%of the 

mat processed to be sold in Honduras and they frequently exceed 

this limited a-.mtnt. 

h. 	 Thes two companiea mintain a mat broker's office in both 

)Mead and San Juan, Puerto Rico, with most of the most being 

shipped through their own brokerage office to Puerto Rico. 

i. They do not sell their hides directly to a processing company 

They usually secure bids from the U. S., Europe, and Central 

America and sell throuth an international broker. They do sell 

a limited omot of hides in Honduras. 
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3. Empacadora Cortes, S. A. de C. V., San Pedro Sula
 

This is perhaps the only company where the majority of the stock or 

shares is owned by Hondurans. It would not be considered as a vertically 

integrated company; but it is slowly moving in that direction. This company 

follows the actions, marketing, and pricing structure of ALUS and CARNELANDIA 

fairly closely, but not completely. This company does do the following:
 

a. 	The owners and the company have their own herds. 

b. 	The company purchases cattle at.J places them on its own or
 

on rented land for the purpose of fattening the animals.
 

or places cattle on private farms for fattening.
c. 	It ioans funds 

d. 	It slaughters cattle from its own herd and from contractors that
 

are fattening cattle for them.
 

of the cattle processed or placed in
 e. 	It purchases 80 to 9o 


the re-pasturing program through CORRAL owned jointly with Alus.
 

f. 	This company could easily met or exceed the governnmnt 

mandate to market 10. of its production in Honduras. 

g. It markets most of its mat through the same broker's office that 

ALUS uses, but supposedly does not own or participate in the 

returns from the earnings of the brokerage office. 

h. 	 It markets its hides through international bids from principal 

hide brokers of U. S., Europe, and Central America; but prices 

they receive my be less than the current market. 

1. This company has all the facilities to process the cattle 

completely, principally mat and bone meal, blood meal and
 

meat cuts or bile,tallow, but does not process all the minor 

hooves, lungs, and many other by-products that my be 

into the cooker.processed. These by-products generally go 
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4. Empacadora del Norte, Puerto Castillo
 

This is an individual owned company. It is characterized by its 

extremely lhmted vertical integration. 

a. 	The company does own a large ranch area near its installation 

at Puerto Castilla and rents or my own other land holdings
 

for the purpose of growing or fattening cattle, but this is
 

limited.
 

b. The company purchases the cattle itself or through local buyers,
 

both for the purpose of processing and for the purpo-e of
 

fattening.
 

c. This company carries on a limited re-pasturing program. 

d. It mintains its own brokerage offices in Puerto Rico, but it
 

exports more of its meat, or at least as much of its processed
 

to the United States and through its own brokerage office.
meat, 

a. 	 This company does not process moat and bone, meal, or blood. 

It does process tallow and trims the carcass more closely than 

the other companies, rendering more trim, from the sam class 

of cattle. 

f. 	 In reviewing the price list of those cuts processed and exported, 

sowm of the prices this company receives were higher and some 

yore lover than the current mrket. 

8. 	The company mrkets its own hides through the U. S., European, and 

a limited amount sold in the HondurasCentral American brokers with 


mnrket.
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h. 	In general the company buys heavier weight cattle and tries
 

not to purchase cattle below a miniamum of 700 lbs. and would
 

prefer to limit this minimum to 800 lbs.
 

1. 	The company plans on a program of expansion, including:
 

(1) 	 A rendering plant for meat and bone meal and blood 

meal, processing more of the by-products, 

(2) 	plans to install a tannery and anter into a program
 

of buying more of the hides from small municipalities' 

markets in the area. These plans depend on the 

availability of credit.
 

D. 	 Proportional Share of the Heat Exported from Honduras 

There are seven slaughtering plants equipped to meet USDA 

Standards for exporting meat to the United States. Industria Ganadera 

Hoodurena, S. A., is closed at the present time. IGESA operated for only two 

mouths !n 1983 and did not export any meat to the U. S. or to Puerto Rico. 

The other six plants are owned by four companies. These plants reported the 

following exports to the U. S. in 1982: 
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TABLE Vfl 

PROPORTIONAL SHARE HEAT EXPORTED FROH HONDURAS
 

Percent of
 

Comany Metric Tons Zxported Hat Exported
 

1. Orients Industrial 3,046 20
 

2. Catacamas Internacional 28644 17 

3. Empacadora ALUS 4,256 27
 

4. Carnelandia 1,119 7
 

5. E.mpacadora Cortes 4,387 28
 

6. Empacadora del Norte 177 1
 

Total 15,629 100
 

These figures indicate that & total of 15,629 metric tons were 

exporte'd from Honduras to the United States and Puerto Rico, vhich is only 

slightly lowr than the adjusted figure of the USDA Agricultural Attache 

of 15,754 H. T. 

As can be seen or deduced from the above figures, one company is 

exporting or brokering a minimum of 34% of the mat exported from Honduras by 

two plants (ALUS and Carnelandia). Empacadora Cortes (287.) my ship or broker 

a great deal of its mat through or in association vith ALUS, but it is an 

independent company.
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Crupo Ganadero, with Oriente Industrial and Catacamas International,
 

exports approximately 37% of the most from Honduras. This group (or the two
 

slaughterhouses) has & record of paying a slightly higher price ior the
 

catile produced in its are&, and more important, the average weight of 

animals that it slaughtered in 1982 was 727 lbs. on foot, providing it with 

a higher dressing percentage. 

All of thee companies aze subscribers to the "Yellow Sheet. All
 

of these companies have direct telex connections to their brokers. All are
 

aware of the daily change in prices and changes in effective demand in the
 

U. S. and Puerto Rico.
 

In diacuring the details of their packing and shipping of cut
 

that they pack and ship to the U. S. and to Puerto Rico, there was only
 

light variation in the prices they were being quoted, and from the prices
 

currently being quoted from processors of this type of mat in the U. S.
 

None o' the representatives of the compa-,y or comr -to& indicated 

received,interest in current prices from the U. S. (vhe: than what they hail 


even though volumevise.it would have been 4.1 could have made a significant
 

difference during an entire year.
 

The most significant difference in prices that was discussed was on
 

the question of salted hides. Telex cables received by the coapanies
 

indicated that they were currently aware of the demand and prices for hides on
 

the international market. The companies had the volume and quality of hides
 

for which international dealers were willing to pay top internationAl prices.
 

http:volumevise.it
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The current prices for hides was not reflected in the currtnt prices
 

paid for cattle for slaughter.
 

Finally, it will be extremely difficult to change the marketing of 

meat exported from Honduras. One group is well managed with a flexible 

approach on prices which they pay for cattle in Honduras. This group is 

vertically integrated and well managed, with its own market outlets. 

The second group is vertical integrated, but does not include as much
 

or as many products as the first group in its vertical integracea buying,
 

processing, and marketing of its products. This group purchases more cattle at
 

lower prices and lower weights, Nut markets a greater percentage of the
 

present tonnage of meat exported from Honduras.
 

The third individually owned company purchases heavier cattle, 

processes a good quality product, and has its own marketing facilities but 

is not at the present time a major factor affecting cattle prices in Honduras. 

III. A LEVVI OF THE FRICDlI STRUCTUREl IN NDURAS FOR CATTLE 

A. Current Prices for Live Cattle 

First and foremost, there is very little current information on the 

prices paid for live cattle on foot, except that which is passed by word of 

mouth. The local press, radio, and television only mention local prices as 

related to cattle when the prices refer to the price of mseat in the local 

market, mat market, and/or supermarket. 
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The commnercial export oriented slaughterhouses have price lists
 

which are released on request, but generally speaking, it is confined to a
 

leaflet printed and published for the specifIc company in which the
 

slaughterhouse is located.
 

The recent (last 12 months--June, '82 - May, '83) effective demand
 

.taASn
for lightweight (yearling or older calves) cattle weiahtinIL from 30n 

pounds has been constant, and such a large number has been placed on or in 

a program for re-pasturing that bull yearlings of this weight generally 

will bring very close to L 0.60 plus or minus L 0.05 depending on condition 

at time of purchase.
 

Fe-nle yearlings of good quality of similar weight will generally
 

bring L 0.50 lbs.
 

The small farmer with only one or two animals is generally exploited
 

and my or may not receive the above price which is explained in detail above.
 

Table VIII,'Precios Pagados an Honduras y Guatemala por Toros en
 

Pie," consists of prices taken from the price sheets distributed by the
 

The current prices
listed companies. This price sheet represents a guideline. 


listed have been reviewed with small farmers, individual cattle owners owning
 

from twenty to fifty cows, and with cattle owners owning from one hundred to
 

one thousand cows. The actual price the cattleman receives in Honduras has
 

little relationship to the announced public price list.
 

n the surface and from this price list that Guatemala
It would appear 


prices are higher and the Guatemalan cattlemen are benefiting from a better
 

price range.
 



24A
 

TA LK VIII 

1979 - 1983 

Precios Pagados en Hlonduras y Guatemala por Toros en Pi6
 

1983 1983 1983 	 19j83
 

Corral Toros Cdt.Ldlwla' L).iIl i 
1979 1979 1983 Toros ILur te Toros 

Peso Honduras Guatemala Guatemala San Pedro Sula C-.t i I la en H6 P tll L.1.1l V.IL.IS Ttjr,)% 
Vacas Toros 

400-500 .46 .68 - 1/ - .43 3/ .57 .53 175-2"1 I.it' 1.10 

500-600 .52 .70 .68 - .55 .58 .60 230-279 1.20 1.30 

600-700 .55 .72 .70 .72 .62 .58 .65 280-3119 1.36 1.37 

700-800 .57 .74 .74 .78 .65 .61 .68 350-399 1.38 1.40 

800-900 .60 .76 - 2/ .82 .65 .61 .70 400-up I.1lO 1.41 

900 + .62 .78 .83 .65 .63 .72 

± 	 Precios convertidos a Lempiras L 2.00 = Q 1.00
 

1. 	En los matoderos comerciales en Guatemala no se ofrecen precios por vacas de menos de 500 Lbs. ni pur tur ,h. ,as-.,,.te. 600Lbs 

2. 	En Guatemala muy pocas vacas se ofrecen por 900 Lbs o m5s. Arreglos para precios especiales puedeln hacel,-,v
 
para vacas de m~s peso.
 

3. 	 L 0.05 por libra puede ahadirse al precio dependiendo en la condici6n del ganado, distancia del tr.ii lportc y
 
la cantidad de ]a comisi6n.
 

4. 	Precios ofrecidos en canal por vacas y toros - dependiendo de )a calidad y la condici.6n putkidv t' us,.. ',a'i,., 
ganancia por producto.
 

http:condici.6n
http:as-.,,.te
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Essentially, there is no difference in the better quality animals
 

of Guatemala and Honduras at weights averaging 300/900 lbs. In the weight
 

range of 800/900, Honduran cattle averaged 36.4 net meat. At 900 lbs. and
 

above, cattle from Honduras would probably dress out from 37/38%. The
 

essential difference in the price structure inGuatemala and Honduras is not
 

in the difference in the quality of the animals, but in the weight of the
 

cattle brought to market. Note in the price Table VIII, that Guatemala
 

does not even list prices for cows below 500 lbs. nor for bulls below 600 lbs
 

In Table VIII, note that the plants located at Catacamas and Oriente
 

announce prices from L 0.03/.05 per lb. above those announced by Corral and
 

Norte. Here again, Catacamss and Oriente are more flexible. If the producer
 

sells his cattle on the hook, then the price my be closer to the Guatemalan
 

price. At the weights listed, cattle (bulls) 800/900 lbs. will dress out
 

carcass at 55/62%. Total net income to the producer will be much closer to
 

the Guatemalan prices. 

Essentially, the slaughterhouses of Honduras could met or at least 

increase their prices by 10% and approach the prices paid in Guatemala. 

Generally the slaughterhouses in Honduras are receiving only an extremely 

limited amount of cattle in this weilUt group (800/900 and up). 

Nevertheless, the weight of cattlo moving through the export oriented 

slaughterhouses is increasing. In addition, note that the net amount of 

boelets mt obtained is increasing. The prices paid by export slaughterhouses 

have not changed, with the exception of Ctacamas and Oriente which have 

announced a more flexible approach to offering the cattleman an opportunity to 

secure a higher net price for cattle with a higher dressing percentage. 

http:0.03/.05


26 

The small farmer with lightweight cattle will receive the lower 

range of prices. For lightweight cattle the farmer would or should choose 

to sell on foot, the dressing percentage will not be to his advantage. 

A detailed review of the purchase of heavier weight cattle has been 

made both in San Pedro Sula and in Tegucigalpa. Essentially, cattlemen with 

cattle weighing 800 lbs. or more are receiving better prices. See Table IX 

"Vacas Vendidas en Canal," 29 arzo, 1983. Tegucigalpa. 

VACAS VENDIDAS EN CANAL 

No. animales retirados (vaca) 33.
 

Peso total en libras (an canal) 15,309. 

Promdio peso/anLml (11 s. en canal) 464. 

Precio a pagar/libra 1.40 

Valor a pagar L 21,432.60 

Valor venta de cuaros L 556.60 

Ingreso Total L 21,989.20
 

http:21,989.20
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In conclusion, the cattleman sold his heavy weight cows very near the 

price he would have received inGuatemala, but he did not have to haul them to 

Guatemala. He also chose the price, "en canal' on the book, hauled the cattle 

to the slaughterhouse late in the afternoon (after the hot part of the day), 

the cattle were slaughtered early the next morning, and in addition, he 

received or retat&,nd ownership of the hides which he sold "green" (fresh) at 

the plant in Tegucigalpa. He also received an average price of L 16.85 

(U.S. $8.42) for hides averaging 50 lbs. green weight (fresh). iedid not
 

have to haul the hides, salt them, or find a buyer. The company buying the
 

cattle also paid him for the hides.
 

In suinry, the cattle market inHonduras has the following
 

characteristics:
 

1. 	Very little ready information is available to the public.
 

2. The small cattleman selling an individual animal does not have
 

readily available sources of information on:
 

a. 	current prices,
 

b. 	how to sell his animal, the importance of condition or
 

weight, and freedom from "Torsolo" (grubs).
 

c. 	how rapidly an animal will lose weight when moved,
 

d. 	the alternatives of selling by weight, on foot or on the
 

hook ( en canal), and how these alternatives can work
 

either for him or against him.
 

a. 	alternative markets: re-pasturLng, if light weight; or if
 

above 700 lbs. taking advantage of competitive pricing of
 

the slaughterhouses for export or the price offered by the 

iternal market. 



28 

f. trucking cost to market, time elapse, shrinkage, how 

it can be compensated for, or how/where shrinkage 

weight could be regained. 

3. In investigating the current price structure and marketing conditions,
 

even the medium size and large scale cattleman with more than 50 to 100 head
 

sold their cattle the way they had been selling cattle for years. Very few 

cattlemen in Honduras are aware of the cost or loss that occurs in moving 

cattle, the condition of the cattle at time of sale, the alternatives of 

choosing other buyers (packars, slaughterhouses), time of year, or the 

spread in prices and methods of selling. 

4. A series of seminars could be held which would include marketing 

cattle by the common or ordinary methods used in Honduras; and then showing 

the difference inweight and prices received by applying the knowledge that 

a wall trained Honduran uses in selling his cattle. 

5. Finally, participants In the Fondo Gsndero Program should permit
 

collective grouping of the animals to be sold to insure:
 

a. uniformity in weight, size, and condition at time of sale.
 

b. selling at the time of year that is advantageous to the 

producer. 

C. terms: 

(1) 	condition of pastures 

(2) 	availability of feed
 

(3) 	 mturity of animal (has it reached it economically-
top weight in terme of gain per day.) 
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IV. 	 REVIEW OF THE INSTALLED PROCESSING FACILITIES FOR BEEF AND THE 

PERCEIT UTILIZATION OF THESE INSTALLATIONS 

A. 	Capacity and Percent Utilization of the Export Slaughterhouses
 

and of the two Hunicipal Processing Plants
 

The 	capacity of the six comrcial slaughterhouses and the two 

mmicipal slaughterhouses and ,"1a present utilization of this capacity 

is as follows: 

TABLE 	X
 

CAPACITY AND PERCNT UTILIZATION OF SLAUGHTERHOUSES 

PLANT LOCATION RATED CAPACITY PERCENT 
UTILIZED 

1982
 

80Oriente Industrial Danli 	 100 

200 50Catacams International 	 Catacams 

IGHSA (Closed) Choluteca 	 200 0
 

lapacadora Alus 	 San Pedro Sula 300 53 

San Pedro Sula 300 55CORSA 


30Carnelandia Choluteca 	 150 

5
lmpacadora Del Norte Puerto Castilla 	 100 


MOPDCA Tegucigalpa 	 200 85 

60
San 	Pedro Sul& 200
San 	Pedro Sula 
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Honduras has far more capacity to process meat for export than the
 

prosent cattle population with its low rate of productivity justifies or
 

requires.
 

The two mnicipal slaughterhouses, with very little modification,
 

could increase their capacity by 507. At the present time, additional capacity 

of slaughtering animals only for carcasses is not required. 

Fondo Ganadero could use the municipal slaughterhouse at Tegucigalpa 

secure(PROKDECA) as an alternative method of marketing beef in order to more 

improved prices than are presently offered at the export slaughterhouses. 

There is a limited market for better quality meat in Honduras. Fondo Ganadero 

wi'll onlyhave or will be offering only 1,000 to 2,000 head of quality 
cattle per
 

year in the first two years of operation. This quantity is equal to only five 

to ten days of operation of PROKDECA, and even all of those cattle will not be 

coming into market at the same time. The marketing of even this limited quantity 

at better prices will demonstrate how, when, where, and most importantly, the 

price differential that may be secured by improved marketing procedures.
 

The Municipal Plant of Tegucigalpa will only need to increase its
 

facilities to break down the carcass and to increase its refrigeration facilities.
 

one alternative would be to request or to negotiate with Ken Johnson to break
 

down the carcasses into cuts acceptable to the market in Tegucigalpa; he has
 

the facilities, and perhaps, may be willing to take on this additional processing,
 

Under this procedure, the restricted number of cattle of quality and
 

heavier weight that are and will be available inHonduras could receive the
 

same price that is paid for the cattle of this type inGuatemala. This type of
 

marketing has been established and is being done by a restricted number of 

Hindurans and they have received prices close to that paid inGuatemala.
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The restricted number of heavier cattle available in PIonduras would, 

under ordinary marketing conditions, have forced the export-oriented slaughter

houses to meet or at least to pay the same price for the quality cattle 

processed in Guatemala. Unfortunately, the small farmer or very few cattlemen 

or any type have neither the know how, the long term credit, nor the information 

as to how, when, where, and what weight to market their cattle. Host importantl" 

they are not in the position to secure the information, nor is the information
 

published.
 

Because of the limited number of heavier cattle moving through the
 

national market, Fondo Ganadero will only have to divert a very small percentage
 

of cattle moving into the present market to secure a major change in the
 

marketing structure in Honduras. Establishing an open market and securing the
 

improved prices will assist in aking the necessary changes in the marketing 

structure in Honduras. 

V. RZVI OF THE OWNE SHIP AND CONIML OF SLAUGHTMIOUSES IN HONDURAS 

Due to the extremly limited amount of time to review the industry, the 

amount of information on the ovnership %ad control of the slaughter industry was 

limited; nevertheless, preliminary infurmtion provided the following information: 

A. Export Slaughterhouses
 

I. Crupo Ganadero
 

a. Orients Industrial - Danli
 

b. Catacamas International - Catacamas 

C. ICSA - Choluteca - Closed
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Sr. Jorge Diaz Coto, manager of the Grupo Ganadero, indicated that
 

the three slaughterhouses were part of a vertical integrated holding company
 

and were operated by a principal holding company in Costa Rica. These
 

installations are rated as vertical integrated as they own and operate the
 

following: ranches, cattle, and slaughterhouses that are completely integrated,
 

processing all the cattle, hides, and by-products. They also market their
 

beef products through a brokerage house and marketing agency in the United States
 

known as United Beef Packers of Miami and forward most of their hides to a shoe
 

manufacturing plant inCosta Rica.
 

B. Empacadora ALUS - S. A. - San Pedro Sula
 

Information provided indicates that this is a limited vertical 

integrated company owned by Honduran and U. S. citizens. It is a limited vertical 

integrated company, as itdoes own cattle, ranches, loans money to other 

cattle for them,and maintains offices in Miami
cattleman to produce or fatten 

This company markets its hidesand Puerto Rico to market their beef for them. 


through other brokerage offices in Europe, the U. S., and in Central America.
 

C. Carnelandia - Choluteca 

This is a small processing plant in Choluteca. The company has recently 

changed hands and information indicates that it is owned by the principal 

Information is incompletestockholders of Eupacadora Alus of San Pedro Sula. 


as time did not permit visiting Choluteca, nor was the principal stockholder
 

available during the tim period.
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D. Empacadora Cortes - San Pedro Sula
 

One of the principal stockholders indicated that this was a limited 

vertical integrated company of which Sr. Jose Andonie F., was principal 

stockholder and president of the company, and that Sr. Augusto C. Vargas, 

general manager of the company, was the other principal stockholder. These 

stockholders own ranches and cattle, but primarily purchase cattle either for 

fattening and/or for pasturing through the jointly owned institution known as 

"CORRAL" of San Pedro Sula. This company indicated that most of its beef 

was marketed through the sam brokerage company that ALUS uses in San Juan, 

Puerto Rico. 

E. Fpacadora del Norte 

This is a small privately owned plant which purchases most of its 

animals in an area that isnot competitive with the other plants in Honduras. 

This plant processes only one by-product--tallow--and does place a limited 

number out on contract for fattening, plus it does maintain and operate its 

own ranch. This company also markets its own beef and hides. 

F. Municipal Slaughterhouse of Tegucigalpa - (PROMDECA) 

This slaughterhouse was completed in 1980. It is modern, efficient, 

and well managed. The plant has been operated as an autonomous agency with its 

own board of directors. Though owned and by the Municipality of Tegucigalpa, it 

is separated legally and financially from the Municipality. 
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Table VI pr,vides the basic information on the operation of the plant in
 

1982. Additional information indicates that the plant earned approximately 6%
 

net return over and above its cost of operation, administration, and the
 

retirement of the capital invested.
 

G. Municipal Slaughterhouse of San Pedro Sula
 

Detailed data on the operation of the slaughterhouse of San Pedro Sula 

was not available. In reviewing the available data at the plant at the time 

of the visit, the data was incomplete, piecemeal, and did not represent any 

certain period of time that could have been checked. 

This slaughterhouse operates under the administration of the mayor of
 

San Pedro Sula (Alcalde). Though this plant vas completed in 1979, the plant
 

was in extremely poor condition; the building, equipment, and corrals had not
 

been maLntained. 

This plant could be rebuilt and brought up to its capacity. The
 

Central Bank of Honduras has offered to provide funds for the rehabilitation of
 

the plant, but was turned down by the Hunicipality of San Pedro Sula, as 

one of the principal conditions of the loan was the requirement to create a 

separate legal board of directors similar to the operation of the plant at
 

Teucigalpa.
 

VI. A Limited Oligopsonistic Market for Cattle and Beef in Honduras? 

A limited oligopsonistic market for beef and cattle in Honduras may be 

Lndiceted, but detailed investigation does not indicate that even a limited 
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controlled market exists. A limited market does exist, but this is primarily 

caused from the domination of one company in the market due to a compilation 

of a number of factors that have contributed to esLablithing a marketing 

structure almost unique to Honduras. Perhaps good management, coupled together 

with capital available for long term loans to cattlemare, and knowledge of the 

trends in the market has enabled one or more companies to capitalize on their 

advantages; but there are too many other companies working, loaning, purchasing 

cattle at different prices, and marketing beef to say that the Honduran 

market is a controlleJ market. 

The existing marketing structure of beef, cattle, hides, and the 

re.ultant by-products is limited by the number of people who have the market 

information, knowledge of haw to secure capital, the trends in the internatioal 

market, and how and where to market their products.
 

There are four companies purchasing cattle in Honduran for purposes of 

processing. These four c-apaniss control the seven export slaughterhouses. 

The four companies have a wide range of prices which they pay for cattle that 

are not shovn in their public price list. The information sectred In this 

review has shc.vn that there are only a fte cattleman who are aware o! how. when, 

and where t. sell their cattle. Most of the producars are unaware of the 

existing alternatives, methods, and companies that are willing to pay better 

prices than are annoAnced in the public price list. 

The private export sector of beet processing is dominant in the existing 

marketing structure. Thor. are severai Imp;ortant factors that Pal this dom4pant 

role extreomly important; 
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(1) The extremely limited amount of credit that isavailable for the 

livestock industry from the public and private banking sectors, with the
 

capital available from the private bankivg sector being channeled through the
 

export oriented slaughterhouses. Note that in section I-B, the two private
 

banks that were interviewed indicated that 80% of their capital allocated for
 

the livestock industry went to or through the export slaughterhouses.
 

Growing and producing cattle is a long term investment. The private
 

sector banks have rany other alternatives for their funds that are more
 

lucrative (net return) than a large number of small scale (amount) loans 

would earn, and it would require more staff to initiate and supervise than 

the private banks are interested in emplo,'ing.
 

(2) The private sector banks are not interested in long term
 

financing of small farmers. This forces the cattlemen to turn to the export 

slaughterhouses for funds, cattle, and financing. If the slaughterhouses loan
 

wney either for breading stock or for fattening, one of the requirements of
 

their loans is that the cattle should be sold to or through them.
 

(3) In the last four years, the amount of selected or improved pasture 

inHonduras has expanded rapidly, but the comn management techniques of 

breeding, worming, vaccination, use of salt and minerals, protein supplement 

during the -:y season, and control of torsolo (grubs) has not kept up with the 

program of pasture improvement. More grass is available, but weight of animals 

passing through the slaughterhouses is still low with very little improvement. 

(See Tables II, III, and IV).
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(4) The program outlined in the Fondo Ganadero offers to be an 

important factor which could contribute to changing the marketing structure 

for beef, cattle, and hides in Honduras. The following are a few of the 

essential points that Fondo Ganadero should consider: 

a. The Fondo Ganadero should enter into an agreement with 

the borrower that if and when the animal is to be sold, the 

borrower provides Fondo with an opportunity to have the animals 

sold along with other animals being sold with end for other 

borrowers from the Fondo. The Fondo should endeavor to market 

the cattle in groups, never as just a single animal for 

slaughter. The animals should be grouped from one or more 

borrowers as to type, weight, size, age, quality, condition, 

and sex.
 

b. Bulls and steers that are in the fattening program should
 

remain in the program until they reach a minimum weight of 750/800 lbs 

For most of the native animals under ordinary management in Honduras, 

this will also be at a time when the animal gain per day has 

dropped to an average of approximately one pound per day. The 

condition of the pasture, the management techniques, and the 

characteristics of the breed will contribute to the rate of gain. 

Maintaining the animal in the pasture at a lower rate of gain than 

cue pound a day man& a lower rate of return on the investment. 
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c. Market the animal under the best conditions that are
 

possible to obtain, keeping in mind the distance to market, time
 

of day, weather (heat), and water supply.
 

d. Consider any market available--internal market, Guatemalan
 

market--to see which export slaughterhouse will pay the best price 

and which price will pay the highest return considering liveweight, 

on the hook, the cost of transportation to the house, and net return 

with or without the hide. 

e. The National Office of the Fondo Ganadero should watch the 

"Yellow Sheet" and market the cattle on the rising prices in the 

United States. Generally, there are two periods of time when prices 

are rising in the United States for grinding moat. These are 

generally in the fall and again in the months of February, March, 

and April. 

f. Fondo Ganadero should appear on TV, radio, and in the press 

at least once a week with a review of prices on cattle for liveweight, 

on the book, and prices for yearlings for fattening, plus any 

changes in the internal and overseas market. 

X. The Fondo Ganadero should plan with the borrowers and watch 

the changing trend in the market, what cattle and weights are passing 

through the slaughterhouses, and above all, plan with the cattlemen to 

ell 	their cattle--with a minimum of 60 to 90 days ahead of when the 

cattle are going to be ready for market. 
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As shown in Table IX, Good management in the marketing structure in 

Honduras may insure as good a price for the animal that can be secured. Good 

planning and marketing will avoid both the existing marketing structure and 

the low prices that are comonly being paid. 

In the review above, the details of marketing cattle have been stated 

in order to indicate that a controlled market does not exist except where the 

borrower has been limited by borrowing from the export oriented slaughterhouses. 

Even in the case where the borrower may be fattening cattle for an export 

slaughterhouse, attention as to how, when, and where the cattle are to be 

marketed will contribute to a significant increase in income. 

The marketing structure in Honduras could be changed, with or without 

Fondo Ganadero, but the leverage that the Fondo Ganadero has, even though small 

in the beginning, will enable all cattleman to take advantage of the wide 

differences in prices. When even a small percent of the total cattle now being 

marketed changes from the present marketing system to the alternatives that 

are now available, the entire marketing structure will change. 

VII. A REVIEW OF ME GRADES, STANDARDS AND SANITARY CONTROLS OF THE PROCESSING 

A. Export Slaughterouses 

1. Grades and standards
 

The mat export industry of Honduras endeavors to respond to the 

effective demand for utility grade cattle and the beef it produces for the 
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All the export slaughterhouses
fast food industry in the United States. 


export the meat they produce primarily as 80 to 85% lean which is primarily 

used for grinding meat. The primary'cuts for this type of grinding meat 

In addition, the are clods, trimings, knuckles, cheeks, and other cuts. 


fast food industry, along with a number of the companies marketing meat for
 

hotel, restaurant, and institutional trade in the United States, uses 
this 

type of meat for the preparation of meals from cu:s such as eye-of-round, 

insides, rounds, tenderloin, boneless strips, flank, and many other 
cuts.
 

The fast food industry and the HRI trade in the United States is very
 

demanding and expects to purchase 80 to 90% of their meat through contracts
 

One bad shipment can effectively drop a meat
with brokers by telephone. 


packing plant in the United States and/or a company outside 
of the United
 

States.
 

In reviewing their marketing procedures, all the companies 
indicated
 

wouldtheir brokerage offices. These companiesthat they mrkated through 

normally or should now consider marketing directly to the pre-fabrication
 

plants of the fast food industry, to certain large restaurant 
chains,
 

and certainly to the larger institutions that are in the market every day. 

Past experience in marketing this type of plantsbeef from other overseas 

has proven that the gain or improvement in prices, though small, in term 

of thousands of pounds, can materially add to the net earnings of a meat 

packing plant. 

A second unusual factor, reported by all the companies, 
was that 

though they marked their shipping boxes as bull seat and/or cow meat, none 
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of the companies reported that they had tried or were trying to market 

their bull meat as a special product to the food industry in the United 

States. The U. S. Food Industry pays a premium price for bull meat. 

In mking jerky, bologna, salami, or other mixed meats, bull meat rill 

generally cause the product to have a longer shelf life (able to remain 

in the store's refrigerator or on the shelf of a store for a longer
 

period of time). 

Most of the cow mat or bull meat is shipped as utility grade, low 

fat content. It would be possible to upgrade some of the carcasses to 

higher classification. This would require the use of a wll trained 

inspector for meat classification by grade. The companies interviewed 

indicated that so few carcasses entering their plants would not justify 

providing a full time, trained inspector of an acceptable standard of 

expertise to meet USDA requirements. The companies indicated it would be 

too costly. Certainly, this is true at the present time in Honduras. 

This should not be overlook d if and when the number and quality improve 

to such extent as to deveiop an alternative to the present type of 

processing and mrketing. 

2. Cleanliness and Sanitary Control 

As stated earlier in this report, USDA requirements for cleanliness, 

sanitation, are mt inspection are mt. The requirements must be met 

in order to maintain their permit to inspect and ship meat to the United 

States. USDA requires that they maintain an extremely high standard of 
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cleanliness, adequate lighting, clean water supply, good equipment in
 

good working order, and that the equipment is kept clean and sterilized
 

and that the plants are cleaned and washed down at the end of the working
 

day. In the two export plants that were reviewed, both plants would have
 

passed inspection by a USDA team either during their working
 

(slaughtering) period or at the close of the day. The refrigeration rooms 

were clean and at the correct temperature range. The working tables were 

also cleaned and washed down with hot water and steam at the end of the 

working period. 

The USDA report--Meat and Poultry Inspection, 1982, Report of the
 

Secretary of Agriculture to the U. S. Congress, USDA, Food Safety Inspection
 

Service, March 1, 1983" indicated that Honduras infractions were minor in
 

type and number, none of which were serious enough to close down or
 

suspend a plant's operation.
 

B. Nkmicipal Slaughterhouses
 

1. Tegucigalpa
 

a. Grades
 

As reviewed above. The M4unicipal slaughterhouses prepare only 

carcasses. They do not break the carcass down into cuts; therefore, 

the mnicipal slaughterhouses are not concerned with grades. 

b. Sanitation
 

The Mnicipal slaughterhouse at Tegucilalp* had good equipment in 

good vorking order, and the plant and surrounding area were clean. 
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This plant would not have passed an inspection team from USDA
 

either during its working hours, and/or at the end of the working
 

day when the plant was cleaned. Nevertheless, the plant, equipment, 

and area were sufficiently clean and the meat inspection crew was
 

alert, clean, and capable. There is no question that meat slaughtered
 

in the Tegucigalpa plant would be safe to consume. 

2. San Pedro Sula
 

a. Grades
 

The Municipal plant or San Pedro Sula is not concerned with
 

grades. The San Pedro Sul& plant prepares carcasses only.
 

b. Sanitation 

The Sanitation and cleanliness would not moet any standards. 

Certainly, if the Health Department and/or the Ministry of 

Natural Resources inspected for sanitation or cleanliness, this 

plant would have been closed. The plant, the crew, and the 

equipment were dirty, and the surrounding environmu was dirty 

and ill kept. It is difficult to believe that two plants 

constructed within one year of each other could be so entirely 

different in standards of operation and maintenance. 

First, the plant &hould be closed down and cleaned up. Second, 

it would be to the advantage of the people of San Pedro Sula if the 

plant were operated under an autonomous agency similar to the 

operation of the plant in Tegucigalpa. The two major plants, 

functioning in a limited market, could contribute substantially 

to changing the present marketing structure in Honduras. 
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VIII. BRIEF ASSESSMENT OF THE LABOR SUPPLY, DIPLOYMENT, WAGE INCOME AND 

ORGANIZATIONS (UNION) OF THE PROCESSING SECTOR IN TERMS OF IMPACT 

ON PRICES PAID TO THE PRODUCERS 

Labor supply, employment, wage income, and the organization of labor through
 

the unions and/or without the unions have not been a factor contributing to the 

low prices paid for cattle in Honduras. Unemployment in Honduras is extremely
 

More than 60 to 70% of the employees working for the commercial. export
high. 


oriented slaughterhouses are long term (by Honduran Standards) employees.
 

If a vacancy occurs for any r~ason, an additional employee can be secured.
 

the number of pounds of matProductivity of the employees in term of 

processed in one day per man is low in comparison with similar employees for 

the same type of work in Costa Rica, Nicaragua, and Guatemala. Since the plants 

are operating at approximately 50 to 60% capacity, there are a number of factors 

contributing to the low productivity, such as equipment used, condition of the 

fact that of are working less than 60% ofequipment, the many the plants 

capacity, and that there is a tendency to slow down in order to work longer 

hours in the days when they do work. 

There is no question that the productivity per man hour could be improved
 

by holding a series of training seminars in the use of air driven knives and
 

fewer people, and by establishing a higher
equipment, by the employment of 

wage rate per man hour based on productivity (an imuediste threat to the unions 

and not likely to be considered). 
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Essentially, low cost of processing could or would materially contribute
 

to increasing the net return to the meat processing industry. It is extremely
 

doubtful under the present marketing structure that improvement in employment,
 

training, and processing methods would result in contributing to an improvement
 

in the prices paid to producers of cattle in Honduras.
 

IyC. 	 "WHAT TO DO AND HOW TO DO IT" IN ORDER TO IMPROVE MARKETING PROCESS AND 

PRICES FOR CATTLE IN HONDURAS 

First, the export slaughterhouses are a dominant factor in marketing cattle 

in Honduras. Second, they do not control the market. Cattle may be bought and 

sold at prices both below and above the prices they pay. The existing marketing 

structure in Honduras is changing and will change from year to year under any 

circumstances, but at the present time, attention to the details of marketing 

could be a mjor contributing factor in assisting the livestock industry to 

secure better prices for their cattle. 

A. 	'hat to do" and "How to do it"
 

1. Most important is to secure a long term 2/4 years agricultural 

economist -- marketing (cattle, bides, by-products), to work 

with the Fondo Gewdero. 

2. Subscribe to the 'Yellow Sheet", International Airmail Addition,
 

15 West Huron Street, Chicago, Illinois 60610, Telephone (312) 944-3380.
 

3. The economist should place himself on the USDA mailing list to 

receive the monthly tabulation of meat imported from overseas.
 

Generally, this data will be from one month to two months late, but
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it is an excellent guide as to what country and/or countries are
 

exporting to the United States, in what quantities, and what impact
 

is being made on the prices paid in the United States for imported
 

frozen beef.
 

4. Pay attention to the imports made by the Central American
 

countries--Note Table X, Frozen Heat.Impor ted from Central America,
 

1979-1982:
 

TABLE X1
 

Frozen Meat Imported into the United States from Central Amrica--1979-198
2*
 

(Metric Tons)
 

Year londuras Guatemala Nicaratua El Salvador 

1979 27,792 15,067 35,080 4,836 

1980 25,082 8,038 18,871 1,431 

1981 21,876 5,239 9,435 279 

1982 15,754 3,012 14,519 1,210 

*Data from USDA - Agricultural Attache - Guatemala. 

The data indicating the total amount of frozen imported beef by all countries 

having approved, inspected plants around the world my be secured from USDA. 

The important factor for Honduras is primrily the competition it has from 

its neighboring countries. The political unrest the countries are having viii 
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continue to have a factor in the prices paid for imported frozen beef. This
 

same problem, or series of problems, will continue to have an important role
 

in determining the supply of cattle within the respective countries, and how
 

much or how many of the cattle will be exported or walked across the border 

of a neighboring country. 

Many economists not watching the situation in Central America state that 

the primary problem for Guatemala was the low prices paid in the United States 

for frozen beef. Certainly, this was an important factor, but an equally 

important factor was that Mexico was paying higher prices for live cattle 

from Guatemala. As the world economy improves and international oil prices 

rise or lower, this will continue to affect the number of cattle that Mexico 

will import from Guatemala, and in turn, will determine how many cattle will 

talk across the border to Guatemala from Honduras to replace that supply of 

mat both for internal consumption and for export. 

The export of frozen beef from Honduras above 15/16,000 metric tons
 

represents to a very large extent the processing of Nicaraguan and El Salvadoran 

cattle. In 1982, Nicaragua exported 14,519 mtric tons to the United States. 

This represents approximately SO of the normal amount shipped before the 

It will take Nicaragua a long time
revolution. The cattle are not there. 


to recover and rebuild its herds. Honduras will continue to receive a number
 

of head walking across the border, but the total number will not be significant
 

in the quantity of mat processed inHonduras.
 



48 

5. Work with the slaughterhouses in Honduras, particularly the
 

meat processing industry:
 

a. First endeavor to secure a volunteer cooperative agreement
 

to stop slaughtering cattle at weights below 700 lbs. for
 

export processing. This is a limited immediate goal--750 lbs.
 

minimum weight would be a goal the program should try to
 

establish within three years. If a cooperative agreement could
 

not be obtained, then a Joint executive decree issued by the
 

HinLstry of Economy and the Hinistry of Natural Resources could
 

stop the slaughter of cattle below 700 lbs. As shown in Tables
 

11, 111, and rV, this limitation would not work a hardship on the
 

industry. The Grupo Ganadero-Oriente Industrial killed animels
 

with an average weight of 747 lbs. for 1982.
 

6. Work with the meat processing industry to secure heavier weight
 

animals, but to also announce to the public:
 

a. The export slaughterhouses are already paying batter prices 

than are announced to the public for heavier weL&ht animals. 

b. Work with the mat processing industry to purchase the
 

animals either on the hook or liveweLght. If the process of
 

purchasing anLmals on foot-lLveweight is going to continua, then
 

primarily and foremost, teach tha cattlemen how to prepare their
 

cattle for market. They should be taught:
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(1) selection as to the time of year 

(2) selection as tu the aniual's capacity to continue to 

again weight. (Less than a gain of one pound per day is 


money loser for the cattlemsn and for the processing plant.)
 

(3) selection and choice of how, when, and where to market
 

cattle (in terms of transportation cost, time of day, heat,
 

feed, and water supply).
 

(4) prior agreement with the suaj;hterhouses on the amunt
 

of shrink-loss in weight. Present marketing methods indicate
 

the animals are losing 12/15Z of their weight in the 12/24
 

hours before they are sold--a J/61 loss wo,.ld he normal and 

expected. 

(5) prior agreement on the price to be paid, including hides, 

offal, and by-products (except for the municipal slaughterhouses, 

this has been Ignored). This condition of markeating ts not 

goiL to t changed by the export slaughterhouses, but a cheane, 

both in prices to be paid and the weight of the animal at the 

time of slaughter, can be changed.
 

7. The normal tim for the native cattle to reach elaughterveight
 

.
The Yondo CanAdero could ar with the stllof 650/700 lbs. is three years. 


farmer on pasture iaprovement, breed, breading. w rmIng, srra)ng, vaccination,
 

and torsolo (grub) control. Most any program will Include these, plus the use
 

of salt, minerals, and protein s ippls.nt The time coild te cwt In half to
 

farmer used the proper program.
eighteen months or less it the 

http:ippls.nt
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Sr. Zdgardo A. Pascall M. of the Cia. Azucarera Hondurans, S. A., who
 

also represents the Sugar Producers Association of Honduras reported the
 

following: 

TOBLE XII 

Gallons of Molasses Produced by the Members of the Sugea ftoducera Assocation 

of Honduras 1981/82 

Sold in Honduras 

Production & Inventory Exported Livestock Industrial Liquor 

16,472,651 11,393,812 2,511,973 736,296 1,765,569
 

The use of molasses as a supplemental feed during the dry season in Honduras 

has been established. Fortunately, the Sugar Industry has subsidized the use 

of molasses by selling Industrial molasses to the livestock industry at L 0.42 

a gallon while selling molasses for export at L 0.50 a gallon, to the industrial 

sector at L 0.50. and to the alcoholic producing sector at L 0.80.
 

It is recommnded that the Fondo Ganadero program encourage the Sugar 

sell its molasses to the feed industry and to the livestock industryIndustry to 

at the world market price FOB Honduras. This price isapproximtely U. S. $0.25 

a gallou a. the present tim. 
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At L 0.50 a gallon, the cost per pound of molasses for feeding purposes 

at the Sugar Hills would be approximately L 0.0416 per lb. A standard ration 

of 4 lbs. of molasses, mixed with urea, salt, and sufficient water to place 

the ure into solutio" before mixing with the molasses, plus a mineral supplement, 

should still enable a farmer to use molasses during the dry season, provided that 

the cattle has a sufficient quantity of dry or green roughage available. A 

good supply of roughage, together with this supplement, should insure a weight 

gain of 1.5/1.75 lbs. a day. On better selected cattle with green pastures, 

weight gains of 2.0 lbs. per day have been established.
 

The small farmer does not have the facilities to make a standard molasses 

solution of this type, averaging 12/15% protein, but the Sugar Industry 

in.cated that they would place the product on the market provided there 

was enough effective demand. Certainly, a mixing plant could be established 

with the Sugar Industry in the North Coast area. Above all, where transportation 

is not too costly and a small farmer is close to a Sugar Hill, this possibility 

to develop a protein supplement should not be overlooked. 

8. Tha meat processing industry in Honduras has paid approximately 

the same price for cattle when trimmings (grinding meat) and other cuts have
 

been sold in Hiami for U. S. $0.98 per lb. and also when the price for this
 

type of meat sold for U. S. $1.50 a lb. and higher.
 

In 1982 the prices varied from a lov of U. S. $0.99 to a high of 

approximately U. S. $1.15. In 1983 it L s varied from a low of U. S. $1.02 

to a high of U. S. $1.16/.18. Processed mat prices will continue to rise 

http:1.16/.18
http:1.5/1.75
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and fall during the year, with prices tending downward until fall. The rise 

will start in September and will decline again during the Christmas season, 

before starting to rise again in January/February of next year to peek during 

April/Hay of 1984.
 

As mentioned earlier, the meat processing industry could improve its
 

marketing process, but this will take a considerable period of time and attention
 

as to where and how processed meat could be sold. Changing of markets, the 

marketing process, and brokerage are the other parts of this total process not 

intended to be included in this study. Unfortunately, better marketing means 

better pricing, and the meat processing industry has not indicated its willing

ness to enter into this process.
 

made in the pricing structure
Nevertheless, some adjustment needs to be 

for cattle sold in Honduras. The following are a few suggested guidelines: 

When the frozen meat prices for trimmings (85. lean) drop below 

U. S. $1.02 per lb., Miami, than the meat processing plants should 

consider closing down and/or storing their processed meat until prices 

rise higher. Most of the plants have continued their operations by
 

reducing the number of cattle they purchase, by purchasing at a lower price, 

in thisand by purchasing lighter weight animals. Under market conditinns 

price range, the producer has been taking the principal brunt of the low 

prices by taking or receiving less for his cattle. iote in Tables II, 11, 

seasonand IV, the lower weight cattle usually show up at the end of the dry 

(April, Hay, and the beginning of June). Tondo Gauadero my assist the 

small producer by not marketing in those months. 
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b. Flexible Price Guideline--Based on Prices in the Yellow Sheet:
 

The Fondo Ganadero could work with the Ministry of Economy and the Ministry
 

of Natural Resources and perhaps develop a flexible price guide line, paying a
 

higher price for cows and bulls weighing over 700 lbs.
 

TABLE XIII
 

PRICE 	GUIDE LINE - BASED ON YELLOW SHEET - 85% LEAN 

Miami Price 	 Lempiras Price for Lepiras Price for
 
Cows per pound Bulls per pound
 

U. 	S. $1.02 L 0.60 L 0.65 

$1.04 0.62 0.67 

$1.08 0.64 0.69 

$1.12 0.68 0.72 

This would not be an adjustment satisfactory to either the processor 

or the producer. Neither is it an attempt to follow the Guatemlan pattern. 

Five essential factors are important: 

(1) The variation in the price of meat in the U. S. is 

going to affect the prices paid by the processing plants 

in Honduras. 

(2) The varLAtion in the price of hides and by-products 

from the processing of animals is going to or should affect 

the price to be paid for the animals in Honduras. 

(3) When higher prices are paid in the U. S., a proportional 

share of that incrase in price should be passed to the 

producer in Honduras. 
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(4) The above price guideline is based on one class weight
 

(700 lbs.) Higher weights, with higher dressing percentage,
 

should 	obtain higher prices.
 

(5) Until the producers can grow and place better quality 

animals with more weight which will result in higher dressing 

percentage and more mat with less waste, it will be difficult 

to expect to receive Guatemalan and Costa Rican prices except 

for animals of equal weight and quality as those found in 

Guatemala or Costa Rica. Remember, producers growing and 

mrketing that class of animal in Honduras are already 

receiving prices close to that now. 

in9. 	 Cotmunication to the small farmer and/or livestock producer 

an The Fondo Ganadero should work with theHonduras is at extremly low point. 


Ministry of Natural Resources to establish a weekly Tarm-to-Harket News Report,
 

reporting on the changes in the prices of cattle, liveweight, by weight
 

classification, significant changes in the prices of frozen mat in Miami,
 

changes in prices paid by the slaughterhouses, what are the internal prices
 

being paid for mat from the mnicipal slaughterhouses, and the number of cattle
 

moving 	through the slaughterhouses both for export and through the mnicipal 

slaughterhouses each week.
 

orThese program should feature at least once a moth a movie video 

The
tape on TV of 	the weight, grade, condition of cattle going to mrket. 

include rainfall and the condition of pastures in various parts ofreport should 

This weekly report should include current prices being paid by thethe country. 

slaughter industry for feed and calves by weight. 
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The present market reports are sketchy or incooplete and are not
 

organized to explain the present or existing trend in the markets inHonduras. 

10. Finally, the Fondo Ganadero and the agricultural economist
 

marketing specialist should work with the slaughter industry to change the 

method of treating hiees, either for use within the country or for export. 

Green hides may be placed in 98% solution of salt (24.2 Bauam) for 18/24 hours, 

and dried. The dried hides then should be sprinkled with one or
taken out, 

two pounds of finely ground salt, wrapped, and shipped. Hides treated in this
 

manner my be kept for four to six months. 

Mr. Jim Mitchell, Morton Salt Company, Atlanta, Georgit. 30209, 

telephone (404) 394-6222 may be able to send or provide simple plans showing 

the type of construction that could be built in Honduras with native material. 

The Scientific Glass Instrument Company, P. 0. Box 6, Houston, Texas 

77001, is able to provide a saltometer for approximately $3.55 plus the cost 

of packing and mailing. The telephone number for this coopany is (713) 868-1481. 

Essentially, time is money. Treating hides in this manner shortens 

the time and improves the quality of the hide, with less loss or damage than 

the present system of packing hides in salt for three to eight weeks. 

Norma M. Ward 
Agricultural iconomist-Marketiug 
June 30, 1983 
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