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1. INTRODUCTION  

1.1 Background  

Coffee is one of the major crops produced in Honduras. This country is the world’s sixth largest pro-

ducer and the largest producer in Central America. Its contribution to the economy cannot be over-

stated: it accounts for 5% of the national Gross Domestic Product (GDP) and 26% of the agricultural 

GDP. It is also the second most important source of foreign currency after international money trans-

fers, bringing 1.165 million USD in the 2020/2021 harvest (IHCAFE 2021). Currently, up to 120,000 

Honduran farmers produce coffee, 95% of which are smallholder farmers that produce less than 5000 

pounds of coffee yearly (Christian Bunn et al. 2018). The sector employs an estimated 1,1 million peo-

ple directly. Many more depend on it indirectly (Mogrovejo 2020). Its production is geographically dis-

persed, being grown in 15 of the 18 departments and in 221 of the 298 municipalities (IHCAFE 2021). 

The Honduran coffee sector has made significant progress towards its modernization and, as a result, 

has increased both its aggregate production and farm productivity. Aggregate production measured in 

bags of 100 lb - known as quintals (qq) - has gone from 400,000 qq in 1972 to 7,700,000 qq in 2017, 

growing at a rate of 6.2% annually. Similar increases are seen in yield per unit of land: productivity has 

more than doubled, raising from 10.8 qq/mz in 2000 to 24 qq/mz in 2021 (IHCAFE 2021). Although it is 

difficult to pinpoint a single reason behind this positive change, most actors in Honduras and abroad 

coincide that IHCAFE’s push to modernize Honduras’ coffee park with high-yielding varieties, imple-

ment pruning practices, and promote fertilization has played a significant role (Wiegel et al. 2020). 

Yet, these positive metrics contrast with increasing concerns about the environmental and social sus-

tainability of the sector. Environmentally, Christian Bunn et al. (2018) estimate that 45% of the area that 

is potentially suitable under current conditions will become unsuitable for coffee production without ad-

aptation by 2050. A fifth will require substantial adaptation efforts to production systems. The remaining 

third will be less affected and will only require incremental adaptation to improve the resilience of the 

system. In terms of social well-being, indicators continue to worsen, for instance, rural poverty in-

creased from 70.6% in 2014 to 73.5% in 2017 even as the value of exports went from 800 million USD 

to just above 1.3 billion USD (INE 2020). In the face of these challenges, many farmers and workers in 

the sector fail to see the activity as a viable way of living. This has led to abandonment of plantations as 

coffee farmers and workers seek better income opportunities internally and abroad (Semple 2019). 

There is a myriad of reasons, both internal and external, that help explain such lackluster outcome; 

however, there appears to be a consensus around two main issues: upstream to downstream provision 

of consistent coffee quality, and downstream to upstream transmission of rents from coffee commercial-

ization (Ruben et al. 2018; Álvarez 2018). These problems, although present to varying extents in all 

supply chains, seem to be particularly widespread in the Honduran coffee supply chain. In terms of 

quality, Honduran coffees trade at prices consistently below their regional counterparts and more in line 

with inferior quality coffees such as Brazilian naturals. Honduran coffee farmers also receive a smaller 

share of the final price of their coffee, 60% of it, to be precise. To put this into context, Guatemalan cof-

fee farmers receive, on average, 92% of the indicative price. 

It is in this context that the initiative Rethinking Markets and Value Chains for Inclusion and Sustainabil-

ity conducts this scoping study. Its goal is to review the agricultural policy context and describe the cof-
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fee global value chain (GVC), identifying key constraints to reducing the costs of production and mar-

keting and making the chain more inclusive. It will explore where and why is transfer of value1 truncated 

across the Honduran supply chain. To do so, our analysis will look at two primary outcomes: quality of 

the coffee and prices paid as coffee changes hands between pairs of focal actors of the value chain. I 

have identified our focal actors as: workers, farmers, intermediaries (buyers/processors), cooperatives 

and other associations, exporters, and roasters. I still look at interventions by input providers, govern-

ments, subsectoral organizations, NGOs, certification agencies, and others, but only insomuch as they 

influence one or many dyadic relationships between the focal actors. I will also look at secondary out-

comes such as price volatility and quality traceability, and other outcomes such as gender/youth inclu-

sion and environmental sustainability. The information that feeds this study is the result of a systemic 

review of the literature and the analysis of secondary data on the coffee supply chain in Honduras. 

The review of existing literature identified 62 relevant publications comprising 20 theses (30%), journal 

articles (25%), 14 reports (21%), 13 working papers (19%), 2 conference proceedings (3%), and 1 book 

(2%). For each study I identified whether it mentioned a relationship between a pair of focal actors. 

Then, I classified the outcome of these economic relationships as either positive or negative. The re-

sults show that the worker-farmer and farmer-intermediary relationships have the most negative out-

comes, being mentioned in negative terms in 45 and 52% of the publications studied, and only posi-

tively in 3 and 8% of studies, respectively. On the other hand, the farmer-cooperative relationship has 

the most reports of positive outcomes, being mentioned in positive terms in 60% of studies, and in neg-

ative terms in only 8%. It also shows that few publications study “the hidden middle” of the coffee value 

chain in Honduras, in fact, only 13 studies mention links between intermediaries, coops, exporters, and 

roasters. 

1.2 Objective 

To diagnose problems in the Honduran coffee supply chain, defined as obstacles or constraints which 

reduce the earnings of participants, limit participation of women and other disadvantaged groups, 

and/or exacerbate the environmental impact. 

1.3 Methods 

I conducted a systemic literature review adapting the protocol proposed by Liverpool-Tassie et al. 

(2020). The selection of relevant papers was done through database screening and consultations with 

experts in the supply chain, see Annex A.1 and A.2 for more details. This review was conducted to 

identify relevant contributions to the understanding of the Honduran coffee supply chain and explore 

what the literature says about the dyadic relationships between the main actors in the Honduran coffee 

supply chain, specifically, workers, farmers, intermediaries (buyers/processors), cooperatives, and ex-

porters. The main goal was to understand which relationships could be cost-effectively improved so as 

to increase welfare across the value chain. 

1. Setting: Honduras. 

2. Population: Focal actors of the Honduran coffee supply chain: workers, farmers, intermediaries 

(buyers/processors), cooperatives, and exporters participating in the Honduran coffee supply chain. 

 
1 I define value as coffee quality flowing upstream to downstream and rents from coffee sales flowing downstream to upstream. 
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3. Intervention: This review focuses on the transfer of value - coffee beans and rents from the sales 

thereof - between pairs of actors. 

4. Research question: Within the Honduran coffee supply chain: where is value attrition (physical 

and/or monetary) highest, and what are the drivers behind it? 

5. Outcomes of interest: 

a. Primary: Upstream-downstream quality of coffee. Downstream-upstream transfer of rents. 

b. Intermediate: traceability and price volatility. 

c. Others: Gender/youth inclusion and sustainability, as defined in the Rethinking Food Markets 

and Value Chains Initiative for Inclusion and Sustainability Concept Note and Work Plan (Vos 

and Wiegel 2021). 

6. Study design/publication type: I included experimental studies and observational (quasi-experi-

mental, case studies, non-quasi-experimental survey-based studies, participant observation) stud-

ies. These studies came from peer reviewed articles, review articles, and high-quality grey literature 

(such as white papers and reports such as USDAID, Interamerican Development Bank and CGIAR 

discussion papers). 

2. THE HONDURAN COFFEE SUPPLY CHAIN 

The goal of the internal coffee supply chain is to deliver green coffee beans of exportable quality FOB. 

The main input for this process is cherry coffee beans picked from dispersed plots across the country. 

The process of transforming cherry coffees into green coffee beans is described in Figure 1. This pro-

cess entails the removal of undesirable layers, which include the fleshy pulp, the sugar coating (also 

known as mucilage), and the thin husk (also known as parchment). It is also necessary to dry the coffee 

beans to decrease their perishability, as moist coffee is more prone to quality degradation and microbial 

infestation (Pimenta, Angélico, and Chalfoun 2018). There are two alternatives to processing coffee: 

wet and dry processing. The main difference is whether the pulp and mucilage are removed when the 

beans are fresh or when they have been dried, respectively. Between 5.5 and 6 kilograms of cherry 

beans are needed to produce 1 kilogram of green coffee (Montilla et al. 2008). 
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Figure 1: Coffee processing from cherry to green beans 

 

The process above is carried out by the focal actors of the supply chain, which are vertically integrated 

to a greater or a lesser extent. Highly solvent and technologically advanced farmers own processing 

facilities for wet/dry processing and parchment removal and have commercial links abroad to which 

they export their coffee directly. On the other end of the spectrum are less advanced farmers that lack 

any sort of processing facilities who therefore sell their coffee in cherry to consolidators/processors. 

From there it can change hands several times before it is exported. Figure 2 shows the flows of coffee 

for the 2015/2016 harvest. 
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Figure 2: Flows of coffee in the Honduran supply chain. Adapted from Ruben et al. (2018) and 

Álvarez (2018) 

 

3. DIAGNOSIS OF PROBLEMS AFFECTING THE SUPPLY 
CHAIN 

The initial database screening identified 105 publications that met the search criteria. After removing 

nine duplicate publications, a further 36 publications were excluded following the criteria described in 

the research protocol (see annex 1 for the list of inclusion and exclusion criteria). After the inclusion of 

two papers suggested by experts, the final count comprised 62 relevant publications in which at least 

one link between the focal actors is discussed and assessed. These publications included 20 theses 

(30%), 17 journal articles (25%), 14 reports (21%), 13 working papers (19%), two conference proceed-

ings (3%), and one book (2%) (Figure 3.A). There was a steady flow of studies on the Honduran Value 

chain during the study period: the lowest number of publications in this period was six (2000-2004), and 

the peak was 19 (2016-2020) (Figure 3.B), showing that this is an active area of research. 
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Figure 3: A. Distribution of publications by type. B. Distribution of publications by year pub-

lished. 

 

There is a strong and growing environmental focus on the literature (figure 4). Roughly 75% of papers 

have some reference to the environmental sustainability of the Honduran coffee supply chain; 40% of 

those references were made during the last six years. In contrast, mentions of women empowerment 

and youth inclusion appear only in 42% of papers. However, there also seems to be a growing under-

standing of the relevance of this topic for the improvement of the value chain, as two thirds of those 

mentions have happened in the last six years. 
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Figure 4: Number of publications that included a focus on women and youth inclusion and 

sustainability, per year. 

 

For each study I classified the outcome of the economic relationships as either positive or negative. 

The results are presented in Figure 5. They show that the farmer-intermediary relationship has the most 

negative outcome, being mentioned in negative terms in 52% of the publications studied, and only posi-

tively in 8% of studies. Most studies identify the little bargaining power that individual farmers have 

when they sell coffee and the lack of incentives for intermediaries to improve either farmers’ income or 

quality upgrading. However, intermediaries are also seen as more stable partners that have built strong 

relationships with farmers over many years (Ruben et al. 2018). The worker-farmer relationship has the 

second most negative outcome, with 45% of cases being negative and only 3% positive. The majority 

of mentions point to informal labor relationships, lack of social protections, and worker exploitation as 

the cause for the negative outcomes. 

In contrast, the farmer-cooperative relationship has the most reports of positive outcomes, being men-

tioned in positive terms in 60% of studies, and in negative terms in only 8%. Cooperatives provide ser-

vices such as training, consolidation, processing, and marketing, among others, and often improve the 

commercial prospects of farmers selling coffees through them. However, they also carry a negative rep-

utation due to many of them having gone bankrupt, with negative consequences to associated farmers. 

Value judgements on subsequent links are sparser, which can be interpreted as evidence that these 

relationships are mutually beneficial, or that more research must be done on them. 
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Figure 5: Impact by dyadic link 

 

Based on this analysis, I have selected the following three problems to focus on: (i) informal labor mar-

kets particularly at production, (ii) unfavorable first-sale conditions due to local oligopsonistic markets, 

and (iii) limited high-quality contracting between international buyers and domestic sellers. The next 

subsections describe these issues in-depth. 

3.1 Problem #1: Informal labor markets particularly at production 

Between 800,000 and one million workers, permanent and itinerant, help produce and pick Honduras’ 

coffee harvest (Orellana 2022; Mogrovejo 2020). Despite this crucial role, the health and safety condi-

tions offered to them in exchange for their labor are scant (Ruben et al. 2018), and when existing, often 

fail to incentivize them in a way that ensures the sustainability of their work (J. U. S. Palma 2013; C. 

Bunn et al. 2018; Mogrovejo 2020; Hernández 2020). Multiple reasons have been posited for this fail-

ure, the most common being chronically low profits among smallholder farmers for whom state-man-

dated social provisions are a burden too large to shoulder (Donovan and Blare 2018). The pervasive 

consequences of this market failure are mostly felt by workers and employers yet have negative spillo-

vers onto other spheres of activity in the country and abroad. 

By and large, workers suffer most from this problem. For those willing to engage in the flawed labor 

market, monetary payments constitute the largest share, if not the entirety, of the benefits from being 

employed (Ruben et al. 2018; Augustin 2019). Health and safety benefits are rare, which pushes work-

ers to rely on the State’s weak social security network, known as the Honduran Institute for Social Se-

curity (IHSS). The outlook for those depending on this network is grim: given logistic and financial con-

straints, only major cities have health infrastructure, leaving 9 in 10 workers effectively not covered by 

the health service. 

For those too alienated by the poor employment standards, the alternatives are not much better. Deteri-

orating economic conditions in the coffee sector are linked to an increase in crime, as it reduces the op-

portunity cost of engaging in criminal activities (Dube and Vargas 2013). This phenomenon has been 

documented in Honduras: the economic recession brought by Hurricane Mitch had a negative impact 

on coffee exports and has been linked to a surge in gang membership (Aid 1999). Similarly, there is a 

link between poor economic performance in the coffee sector and international migration. Although emi-

gration was uncommon in Honduras before the 1980s, it became a growing trend accentuated by the 
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devastation brought by Hurricane Mitch in 1998. Ever since, emigration has been a coping strategy for 

impoverished coffee workers, who engage in temporary and permanent migration, usually toward the 

United States of America (United Stated Agency for International Development, FHI 360 2017). 

Second to workers, coffee farmers are the group most vulnerable to this problem. Labor accounts for 

43% of production costs in Honduras and 49% in Guatemala (Promecafe 2018). Sparse labor markets, 

driven by higher rates of emigration to the United States, have led to chronic labor shortages, especially 

among seasonal coffee pickers known as “corteros” (Piñuela 2016; Peña 2019; Wiegel et al. 2020). 

This situation is exemplified by ever-present calls of seasonal workers around harvest time, which have 

risen from 650,000 workers in 2020 (ElHeraldo 2020) to a million workers in 2022 (Canal8 2022). 

Those same calls show how challenging it is to find enough workers: in some regions, seasonal work-

ers only filled 50% of the need for coffee pickers (Canal8 2022). Some industry leaders in the region 

joke that if the caravans in recent months were “the laborer caravans,” the next wave will be “the 

grower caravans.(Sullivan 2006)” 

Yet the negative consequences of this issue are not circumscribed to workers and farmers: its spillo-

vers are felt at the national and international spheres. Nationally, it puts an additional burden on an al-

ready strained national health service (Donovan and Blare 2018; Mogrovejo 2020). Internationally, ex-

ternal migration has caused a humanitarian crisis, as workers travel from Central American boarders 

and are detained in the southern border of the United States. The upward trend of migration has put the 

issue on the top of the agenda of the US and Mexico and has been used as a pressure mechanism by 

tying foreign aid to the curtailment of external migration in Central America (Reuters 2019). Finally, ex-

ternal factors such as climate change and deteriorating economic conditions nationwide suggest that 

this problem, far from improving, is bound to get worse posing a serious threat to the sector’s sustaina-

bility if not addressed promptly (Semple 2019). 

3.1.1 Evidence that this is a problem. 

The issues in the Honduran coffee labor market have been documented extensively. In terms of remu-

neration, wages in the coffee sector are often lower than the national minimum wage (Ruben et al. 

2018; Mogrovejo 2020). Child labor has been documented independently by Ruben et al. (2018), Do-

novan and Blare (2018), and Mogrovejo (2020). 

3.1.2 Prevalence of the problem 

Statistics on the Honduran labor market are scarce, even more so for the coffee sector. Estimates point 

to a workforce of around a million people, 300,000 of which are employed in permanent positions. 

There are no estimates as to how many of these workers are affiliated to the social security services; 

however, it is believed that conditions within the coffee sector are worse than the national average 

(Mogrovejo 2020). Taking this statement at face value, it is possible to estimate a lower bound for the 

prevalence of this problem: if affiliation to the national health system is 20% among active workers, 

which would mean that at least 800,000 coffee workers are not affiliated to the social security system. 

Some estimates are more pessimistic: the International Labor Organization claims that social protection 

provisions are virtually non-existent within the sector. 

3.1.3 Policies or projects attempting to address the problem 

The issue of labor informality is being tackled by public and private stakeholders. Efforts in the public 

sphere have been reactive in nature, mainly to avoid sanctions by international labor authorities. For 
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instance, in 2016, US Bureau of International Labor Affairs included Honduras in the list of countries 

that use child labor in the production of coffee. Facing potential sanctions, the Honduran Government 

and IHCAFE, with the support of the International Labor Organization, designed a Code of Conduct to 

address shortcoming in collective bargaining rights, discrimination, forced labor, and child labor. The 

impact of this and similar initiatives is not clear. 

Private certification agencies have also made this issue a core tenet of their verification process. Rain-

forest Alliance, Fair Trade, UTZ, among other, require that no child labor is used in-farm and that work-

ers are provided with labor contracts that include social security guarantees. 

3.2 Problem #2: Unfavorable first-scale conditions due to local oligopso-
nistic markets 

The Honduran coffee supply chain is characterized by the production of raw coffee by a large number 

of spatially dispersed producers who act as price takers. Owing to lack of in-farm drying infrastructure, 

85% of the coffee is sold in perishable form, either as cherry or wet parchment (Ruben et al. 2018). 

This creates a series of logistic challenges for consolidation and processing to dry parchment (Álvarez 

2018). First, the costs of transporting coffee in its bulkier, perishable forms is high, a fact that is exacer-

bated by the chronically poor rural road infrastructure2 (Salazar et al. 2016). Those farmers that cannot 

own or rent a truck, are forced to sell to local intermediaries that in turn transport the coffee to local pro-

cessors (Solstad 2007; Smith and Loker 2012; Z. Romero et al. 2016; Ruben et al. 2018; Wiegel et al. 

2020). Second, there is a consensus that processing capacity has not grown at the same pace as pro-

duction, therefore, processing is done by few marketing firms that build relationships with local interme-

diaries (Donovan 2004; Silveira 2005; IICA 2011; Zhu 2012; Peligros-Espada, Sevilla-Palma, and Uña-

Juarez 2018). 

These conditions jointly suggest the occurrence of oligopsonistic markets across large swathes of the 

Honduran coffee region. Within those regions, private consolidators/processors capture rents that 

would otherwise go to the farmer if sturdier, more competitive channels for selling the coffee where 

available to them3 (Eakin, Tucker, and Castellanos 2006; Fromm and Dubon 2006; IICA 2011; J. U. S. 

Palma 2013; Piñuela 2016; Pérez 2016; Álvarez 2018; Peña 2019; Hernández 2020; Wiegel et al. 

2020; USAID 2019; Orellana 2022). However, this one-dimensional view of the role of intermediaries 

fails to capture the complexity of the relationship: first, intermediaries are in most cases the only agents 

willing to shoulder the transactions costs inherent to the sourcing of the coffee under the conditions de-

scribed above (Ruben et al. 2018; USAID 2019), thus providing a key service. Second, they provide fi-

nancing to cash-stripped farmers during lean months, in some cases being the only ones willing to do 

so 4 (Álvarez 2018; Ruben et al. 2018; Hernández 2020). As a result, they have built strong relation-

ships with farmers that few other actors in the value chain have (Ruben et al. 2018; Wiegel et al. 2020; 

Orellana 2022). The fact that they use these connections strategically to increase their utility is under-

standable. 

 
2 Road density in Honduras is 0.13 𝑘𝑚/𝑘𝑚2, well behind the regional average of 0.35 𝑘𝑚/𝑘𝑚2. 

3 This situation has been well documented in Honduras, for instance Álvarez (2018) found that the Return on Investment (ROI) for farmers 
belonging to producers’ cooperatives is 21%, compared to the ROI of independent producers which ranges from -8% to 8%. Similarly, Ruben 
et al. (2018) found that farmers selling to intermediaries could receive up to 700 lps/qq less that those selling to cooperatives. 

4 47% of farmers had access to credit in 2018. The main sources of it were intermediaries (31%), the formal financial system (21%), and coop-
eratives (21%) 
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There are two negative consequences from farmers facing oligopsonistic markets at first sale: first, the 

aforementioned reduction in the rents perceived by farmers, which has a direct impact on the well-being 

of coffee producers, their families, and employees. Second, these markets do not prioritize quality, and 

often times diminish it. Private consolidators/processors rarely pay price premiums for coffee quality at 

point of purchase mixing poor and good quality coffee in different stages of drying (IICA 2011; Ruben et 

al. 2018; Díaz 2018; J. P. Romero 2019; Orellana 2022). As a consequence, there is little incentive for 

farmers to upgrade their quality (Orellana 2022). The lack of processing facilities is also a threat for cof-

fee quality, as wet coffee can easily over-ferment and rot (Donovan 2004; Silveira 2005; IICA 2011; Zhu 

2012; Peligros-Espada, Sevilla-Palma, and Uña-Juarez 2018). Finally, given the prospect of tightening 

legislation on traceability, market fragmentation is also a threat for compliance to the new standards of 

due diligence (Wiegel et al. 2020). 

Oligopsonies can be broken if state-owned firms are engaged in the same line of business (Shleifer 

1985). That is the case of the Honduran Institute of Agricultural Marketing (IHMA), which buys basic 

grains to build the strategic grain reserve (Thiebaud 1985). The purchase price is approximately 20 per-

cent higher than the market price, which encourages national production, generation of decent employ-

ment, and strengthens the local economy. This policy of guaranteed minimum prices has made it possi-

ble to increase national bean production by 25 percent (CEPAL and FAO 2020). Due to several histori-

cal reasons that are out of the scope of this document, no counterpart exists in the coffee market. How-

ever, the calls for more involvement from the Government have increased in recent years. They ask for 

stricter controls for intermediaries including banning intermediaries without a trading permit and instat-

ing laws requiring intermediaries to pay for coffee according to quality (IICA 2011). Their success has 

been limited, although the National Council for Coffee published the Ordinance for Internal Coffee Trad-

ing, regulating the sale of coffee in different states, there is evidence that it is not always followed (IICA 

2011). 

Alternatively, horizontal integration in the form of producers’ cooperatives can also break local oligopso-

nies (Sexton 1990; Smith and Loker 2012; Margadant 2016; USAID 2019; O. M. Palma, Díaz-Puente, 

and Yagüe 2020). This model has been more successful in the Honduran coffee sector, and it is widely 

acknowledged that it bring important benefits to farmers, including transparency at point of purchase 

(Chacón 2015), centralized processing (Barbier, Hearne, and Gonzalez 2003; Eakin, Tucker, and Cas-

tellanos 2006; Lara et al. 2011; Piñuela 2016; Álvarez 2018; Augustin 2019; Orellana 2022), better 

prices through process and quality differentiation (Solstad 2007; Chacón 2015; Ruben et al. 2018; Al-

varado 2018; USAID 2019; Augustin 2019; Orellana 2022), training (Fromm and Dubon 2006; Silveira 

2005; Ruben et al. 2018; Alvarado 2018), risk management (Lara et al. 2011; USAID 2019), and gen-

der and youth inclusion (Chacón 2015; Ruben et al. 2018; Alvarado 2018), among others. Despite 

these clear benefits, cooperative membership has remained stagnant around 15%-20% in the past ten 

years (IICA 2011; Álvarez 2018). The lack of trust in cooperatives is the result of a long history of dam-

aging bankruptcies has been cited as the main reason behind this fact (Chacón 2015; Álvarez 2018; 

Ruben et al. 2018). Two additional factors help explain low membership, first, cooperative commercial 

edge is dulled when prices increase above Fair Trade price floor (Solstad 2007) and second, they often 

do not pay for the coffee immediately, so farmers prefer intermediaries that pay cash on the spot 

(Solstad 2007; Lara et al. 2011; Smith and Loker 2012). 

3.2.1 Evidence that this is a problem 

Figure 6 shows the price paid to Honduran and Guatemalan farmers as a percentage of the indicative 

ICO prices for both countries, in this case, the ICO group “Other milds”. Guatemalan farmers started 
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the century earning 80% of the ICO indicative price and have grown steadily to earning 92% of it by 

2019. Seldom have they earned less than 70% of it. In contrast, Honduran farmers started the century 

earning slightly more than 60% of the ICO price, and where earning about as much by 2019. Their par-

ticipation only increased between 2010 and 2013 when prices were at is highest suggesting that, when 

coffee is scarce, the seller power of Honduran farmers is increased. 

Figure 6: Price paid to growers in Guatemala and Honduras as a percentage of the ICO other 

milds composite price. 

 

The fact that Honduran farmers haven’t been able to reclaim a larger share of the rents from coffee 

sales over the last 20 years suggests that the buyers power in the local markets is still strong. As of 

2018, 85% of the coffee was still traded through the producer-intermediary-exporter channel, the re-

minder of it being traded directly between producer and exporter or through cooperatives (Álvarez 

2018). 

3.2.2 Prevalence of the problem 

Exact numbers on the extent of this phenomenon are hard to come by, yet it is still possible to get some 

sense of the prevalence. First, previous studies found that as much as 39% of coffee coming from 

smallholder farmers is sold at farm gate to larger farmers and local intermediaries (Álvarez 2018). The 

upper bound of the estimate can be as high as 85% of coffee traded as perishable. The true extent is 

somewhere in-between. 

3.2.3 Policies or projects attempting to address the problem 

In 2005, the National Council for Coffee (CONACAFE) published the first regulation for the commercial-

ization of coffee. The latest version, Agreement S.O. No. 136/2015, was published in 2015 (Wiegel et 

al. 2020). Among the provisions consigned in this agreement are the different types of coffee that can 

be traded in Honduras (cherry, wet, dry parchment, green, roasted, and ground) and the factors for 

converting between each of these types. There are also requirements for trading coffee, namely that 

producers, intermediaries, brokers, exporters, and roasters have to be registered in order to buy and 
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sell coffee. Finally, there are rules on how to weigh coffee, and the appropriate discounts for each con-

tainer, be it sack, tin can, or other. Although this ordinance was well received, there are still concerns 

about is enforceability, as for instance, many producers and intermediaries are still unregistered, there 

are still complaints about unjust discounts made by producers and ambiguity about what the qualities 

mean. Nevertheless, this agreement is seen as a positive step towards the formalization of the internal 

market for coffee. 

IHCAFE has also worked towards solving this issue. Their approach has been to transfer in-farm drying 

technologies and practices to farmers. The rationale behind this approach is that if coffee’s perishability 

is lessened, farmers can bide their time and seek more distant markets looking for better selling condi-

tions (Díaz 2018). Along with the Inter-American Institute for Cooperation on Agriculture (IICA), they im-

plemented a project that sought to offer producers better conditions to improve classification, drying, 

and storage on the farm, through investments in infrastructure and equipment and adoption of innova-

tions for post-harvest of coffee (IICA 2011). This line of work continues to this day and the number of 

independent farmers with adequate in-farm facilities for wet processing is 23%. However, the scalability 

of this approach is in question, given how costly it is to provide infrastructure and equipment to all farm-

ers in Honduras. 

Other projects have sought to strengthen cooperative organizations in Honduras (Cortés 2002). For in-

stance, the Spanish Agency for International Development Cooperation (AECID) implemented a project 

with the Café Orgánico Marcala (COMSA) and Western coffee coops. The rationale behind this ap-

proach is that producer organizations often lack the managerial and commercial skills necessary to 

consolidate their business. As a result of this project, the Managerial School for Coffee Enterprises and 

the Managerial School for Cooperative Business were inaugurated. By 2004, 73% of coops that partici-

pated in this project had financial statements. In addition to this, the project helped coops obtain Fair 

Trade, Organic, and other certifications. As a result, in 2004, 10000 qq were exported under these 

seals, fetching an average USD 15.45 per sack more. The impact of this project can still be seen today: 

in 2005 Marcala was awarded its own Denomination of Origin, and in 2018 the Honduras Western Cof-

fee Geographic Indication was awarded to the western regions of Copan and Opalaca. 

Finally, there has also been a push for sourcing directly from farmers bypassing intermediaries (Bonilla 

2014). Examples of this are: Maximizing Opportunities for Coffee and Cocoa in the Americas (MOCCA) 

Initiative, Olam Direct Marketing Program, Neumann Foundation/International Coffee Partners, Tech-

noServe MAS+, USDA, among others. 
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3.3 Problem #3: Limited quality contracting between international buyers 
and domestic sellers 

Figure 7: Lengthwise dissection of the Honduran coffee value chain 

 

Figure 7 shows a simplified lengthwise dissection of the Honduran supply chain. Most of the conven-

tional coffee moves through the intermediary channel, although some intermediaries have also started 

trading differentiated coffee. Most of the differentiated coffee associated with sustainable seals is sold 

through cooperatives, being an important tool of their commercial strategy for attracting more producers 

and offering them better prices. Some cooperatives also play an important role in trading coffees with 

Denomination of Origin, this is the case of the COMSA cooperative and the Marcala D.O., and the co-

operatives in Western Honduras. Finally, the producer-exporter channel of trade is where most of the 

gourmet coffee is traded. However, it is worth noting that this channel moves less tha 1% of the volume 

of coffee traded. 

The primary reason behind this configuration are contracting costs, in particular, the search and moni-

toring costs incurred by the buyers (Swinnen and Vandeplas 2015). The direct purchase channel and 

the cooperative-led channels are both examples of high-quality contracting, however, each channel 

deals with these contracting costs differently. On one hand, direct purchase channels rely on the quality 

of the coffee and its potential to fetch price premiums. These price differentials dominate search and 

monitoring costs making it feasible for buyers to source those coffees directly (Álvarez 2018). On the 

other hand, cooperatives’ approach of “meeting in the middle” decreases search and monitoring costs 

so that buyers are attracted by volumes they can buy that can be backed by more formal contracts with 

the cooperatives (IICA 2011). This outcome holds even for qualities of coffee that are inferior to those 

from direct purchases. Unfortunately, the search and monitoring costs of 85% of the coffee produced in 

Honduras are higher than the price premiums they can fetch, and therefore are excluded from high-

quality contracting. 

The first hurdle to enact high-quality contracting for these volumes of coffee is that they are geograph-

ically dispersed and heterogeneous in processing and quality, which means search costs are high. It is 

possible to get an approximation of coffee quality by geographic region taking into account environmen-

tal characteristics (Decazy et al. 2003; Mickle 2009). Yet this profiling only gives a broad idea on ex-

pected quality of coffee, ignoring that the realized quality depends as much on environment as it does 
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on agronomic, processing, and storing practices. To fill in the gaps, local buyers use anecdotal infor-

mation as well as their own experience to narrow the search even further. This information is costly to 

obtain, and constitutes the basis of their business, therefore they guard it zealously (Zhu 2012). Coming 

up with that kind of information as an outsider is even more expensive. 

Once high-quality suppliers have been identified, the issue of monitoring them remains. Coffee is a food 

product that must be handled according to adequate sanitary practices. Furthermore, high-quality cof-

fee must be processed such that the intrinsic characteristics of the product are not diminished. Some of 

the mistakes in handling are readily observable upon visual inspection, yet a number of more subtle de-

fects require tasting the coffee, also known as cupping. Ensuring that coffee meets the physical, biolog-

ical, and organoleptic standards can therefore be expensive, particularly with the volumes of coffee that 

Honduras produces. 

Therefore, contract breaches are not uncommon in Honduras coffee supply chain. Cooperatives are 

specially prone to contract breaching as they have faced a steep learning curve when trying to insert 

themselves in global markets. Initially, their limited marketing capacity meant they often failed to sell 

their coffee to exporters and had to sell locally at depressed prices (Smith and Loker 2012; Ruben et al. 

2018). Some of them have struggled to deliver the quality and consistency required, which led some 

coops to integrate into their operations the wet and dry processes. More recently, their reliance on sus-

tainability seals has become a double-edged sword: although it gives them an edge when prices are 

low, their operations are threatened when coffee prices surpass the price floors set by the Fair Trade 

seals. In those cases, intermediaries often offer better prices to growers, and cooperatives struggle to 

source the volumes they need to fulfill their commitments (Smith and Loker 2012). This hit and miss 

history of cooperatives partly explains why membership is low, and importantly, why the market share 

of cooperatives in direct exports is so low: in 2018, only 3.4% of exports made by cooperatives (Álvarez 

2018). 

3.3.1 Evidence that this is a problem 

Almost half of Honduran coffee - 46% to be precise - is still exported as conventional coffee. In 2022, 

these coffees fetched prices almost identical to ICE’s coffee C futures contract (ICO 2020). The remain-

ing 54% was sold under some category of differentiation, a market in which Honduras has been grow-

ing recently. These coffees fetched an average of 40 cents more than conventional coffees. However, 

important distinctions have to be made within differentiated coffees. For instance, quality and origin dif-

ferentiation accounted for barely 5% of differentiated coffees. These coffees were sold as Gourmet, De-

nomination of Origin Marcala, Project Origin, and Cup of Excellence. These coffees fetched upwards of 

five dollars more than the conventional coffees. The remainder 95% of differentiated coffee was sold 

through a combination of Rainforest Alliance, Fair trade, Organic, UTZ, 4C, C.A.F.E. Practices, and Lift 

Program seals (Donovan and Blare 2018). Yet it is important to note that the quality of these coffees is 

not different from conventional ones. The small volumes of coffee traded for quality are evidence that 

this market segment is still immature and, on average, fetch lower prices than their regional and group 

counterparts (See Figure 8). 
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Figure 8: Price of Guatemalan and Honduran coffee compared to ICO composites for other 

milds and Brazilian naturals. 

 

3.3.2 Prevalence of the problem 

The contracts for the sale of coffee are not made public, therefore it is not possible to know which cof-

fees are traded under what conditions. However, it is still possible to get some sense of the prevalence 

of this problem. First, it is safe to assume that conventional coffees are sold through low quality chan-

nels, making this the lower bound for this issue. . The upper bound would depend on the definition of 

high-quality: if sustainable coffees are taken into account, the estimate is narrowed down to 47-48%. If 

the goalpost is moved to mean coffee with superior organoleptic characteristics or an identifiable origin, 

then the upper bound for the prevalence of low quality contracting moves to 99% of coffee traded in 

Honduras. It is worth noting that Honduras has improved the quality of the coffee they sell over the last 

16 years, yet still lags Guatemala (Figure 9). 
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Figure 9: Coffee qualities exported by Honduras and Guatemala, 2005 vs 2021. 

 

3.3.3 Policies or projects attempting to address the problem 

IHCAFE has made an effort to increase the share of coffee exported as gourmet. Their focus has been 

on increasing the number of quality laboratories where coffees can be cupped and scored following the 

Specialty Coffee Association guidelines. Currently, all six research and training centers have a quality 

lab. Other organizations have also helped farmers sell their coffee better, these include: IICA, 

SOCODEVI, Solidaridad, among others. As a consequence, the share of coffee old as gourmet has 

double in the last 5 years (IHCAFE 2016, 2021). 

4. CONCLUSION 

In conclusion, the Honduran coffee value chain is a complex and dynamic system that involves a vari-

ety of actors, including smallholder farmers, intermediaries, and cooperatives. They are responsible for 

the production and sale of coffee, and their interactions and relationships have a significant impact on 
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the overall performance and competitiveness of the value chain. Smallholder farmers are the backbone 

of the Honduran coffee industry, as they are responsible for the majority of coffee production in the 

country. However, they often face numerous challenges and constraints, such as limited access to 

funding and technology, which can impede their ability to increase productivity and profitability. Many of 

them are also weakly linked to the value chain through oligopsonistic local markets where they sell their 

coffee under disadvantageous conditions. Effective action on in-farm drying facilities, improved road 

infrastructure, and improved centralized processing facilities can help break these imperfect markets. 

Cooperatives also play a key role in addressing these challenges by providing smallholder farmers with 

support and services such as access to markets, finance, and training. They can be a powerful tool for 

smallholder farmers to improve their competitiveness and bargaining power in the value chain. By pool-

ing their resources and working together, smallholder farmers can gain access to markets, finance, and 

technology that they would not have access to individually. Additionally, cooperatives can also provide 

smallholder farmers with training and support to improve their production and marketing skills. How-

ever, they carry a reputation as unstable organizations, given that many have gone bankrupt over the 

years. A potential line of action to improve their impact on the value chain is to strengthen their associa-

tive, managerial, and commercial capacities. 

Intermediaries, such as domestic traders and exporters, also play an important role in connecting small-

holder farmers to international markets and providing them with the necessary support to improve their 

production and increase their income. However, their work is often vilified: they are seen as capturing 

unduly large shares of the rents from selling coffee, which has turned them into the scapegoat of many 

of the issues in the Honduran value chain. Nevertheless, they are often the only agents willing to shoul-

der the transaction costs inherent to sourcing small volumes of coffee from geographically dispersed 

producers. In such cases, the question is: can their activity be improved such that they provide socially 

optimal benefits, while still satisfying their incentive compatibility constraints? If so, how? 
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ANNEX A 

A.1 Eligibility criteria: 

For an article to be included in this study, it must meet all of the following inclusion criteria: 

► Study includes explicit reference to interactions between the focal actors of this study as defined in 

this protocol. Where this is not clear during abstract and title screening, papers are kept in and this 

criterion is applied during full text screening. 

► Study was published in 2000 or later given that the study focuses on the Honduran coffee supply 

chain. The study period should also be 2000 or later. 

► Study type: e.g. experimental studies and observational (case studies, survey based studies, partic-

ipant observation) studies. These studies can come from peer reviewed articles and review articles 

and grey literature. I will include only English and Spanish-language articles. Following the full text 

screening, additional papers may be solicited from experts in the field that were not captured in the 

process or which might have not yet been published. 

 I will include studies with a clear and well-accepted methodology but not necessarily in peer-

reviewed journals. This is to avoid publication bias for statistically significant effects. By accepta-

ble methodology, a study must have clear objectives linked to the study analysis and conclu-

sions. For quantitative studies, the study must have at least 100 respondents or a clear justifica-

tion for why there are less than 100 (for example, if 100 is the total universe). For qualitative 

studies, there should also be a clear justification for the sample size and/or methodology used. 

► The paper must make clear reference to a link/interaction or potential link/interaction, in terms of 

exchange (physical and/or monetary) between the study’s focal actors (i.e. workers, farmers, inter-

mediaries, cooperatives and other associations, and exporters). When government programs are 

involved, there should be a marketing/exchange component to it exclusively on the output side. 

Thus, I exclude papers that focus on government provision of inputs at market or subsidized rates, 

extension services or the development of information systems, as well as those about cooperatives 

that have been established by governments. However, I will include studies when the NGO and/or 

government enable a relationship between farmers and focal actors that results in relevant out-

comes for farmers. 

► The paper must focus on (or explicitly mention/evaluate) one of our outcomes of interest; either pri-

mary, intermediate. Where the paper is about “processing” it must be related to the coffee value 

chains. 

► For technology-focused studies, there should not be a focus on efficacy of the technology or ser-

vice. 

A study will be excluded from this scoping review if it meets any one of the following exclusion criteria: 

► Study does not include explicit reference to the supply/value chain as defined in the Initiative’s Con-

cept Note and Work Plan. 

► Study was published prior to 2000 and the study period was also prior to 2000 
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► Study type is not an experimental study or observational (case studies, survey based studies, par-

ticipant observation) study, and is not in English or Spanish. 

► Study methods are unclear. 

► Study area is not Honduras. 

► The study does not include reference to an interaction or link between focal actors. 

► The paper does not mention any of our outcomes of interest. 

► The study is focused on efficacy of a technology or service. 

► The study focuses on any government and/or NGO program/activity that involves an exchange of a 

good or service for free or at a subsidized rate. I also exclude government programs that provide 

inputs at market rate, extension services or the development of information systems, as well as 

those about cooperatives that have been established by governments. 

► Studies that focus on changes in perception, confidence or attitude, but with no reference to the fo-

cus outcomes, will be excluded. However, studies that focus on changes in perceptions of one’s 

own higher income, more stable prices, or other focus outcomes, will be included. 

► Studies that do not have sufficient information to enable us to characterize the mechanisms regard-

ing the link between our focal actors and smallholder farmers will be excluded. 

A.2 Search strategy: 

I conducted a search of the following bibliographic databases, using the Publish or Perish app: 

► Google Scholar 

► Scopus 

Additional searches will be conducted in the following databases and websites to capture additional 

peer-reviewed research, non-peer-reviewed research, and gray literature: 

► AgEcon Search (https://ageconsearch.umn.edu/collections/) 

► Gardian (CGIAR) (http://gardian.bigdata.cgiar.org) 

► Escuela Agrícola Panamericana - Zamorano’s Wilson Popenoe digital repository 

(https://bdigital.zamorano.edu/home) 

► Centro Agronómico Tropical de Investigación y Enseñanza - CATIE’s digital repository 

(https://repositorio.catie.ac.cr/) 

Row Title search string English Title search string Spanish 

 'coffee' AND 'Hondura?' 'café' AND 'Honduras' 

 Keyword search string English Keyword search string Spanish 

https://ageconsearch.umn.edu/collections/
http://gardian.bigdata.cgiar.org/
https://bdigital.zamorano.edu/home
https://repositorio.catie.ac.cr/
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Chain 'value chain' OR 'supply chain' OR 'market' 
'cadena de suministro' OR 'cadena de 

valor' OR 'mercado' 

Efficiency 'efficien*' OR 'price' OR 'premium*' 'efficiente' OR 'precio' OR 'prima' 

Inclusion 

'inclusion' OR 'wom?n' OR 'youth' OR 

'young' OR 'smallhold*' OR 'LMIC' OR 'de-

velop*' OR 'poor' OR 'poverty' 

'inclusion' OR 'mujer*' OR 'joven*' OR 

'pequeño*' OR 'desarroll*' OR 'pobre*' 

Sustainability 

'sustainab*' OR 'voluntary' OR 'certif*' OR 

'standard*' OR 'due diligence' OR 'environ-

ment*' OR 'deforest*' OR 'services' OR 

'degradation' 

'sostenib*' OR 'voluntario' OR 'certif*' 

OR 'estandar*' OR 'debida diligencia' 

OR 'ambient*' OR 'deforest*' OR 'ser-

vicios' OR 'degrada*' 

Digital digital OR information OR trace* digital OR informacion OR traza* 
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