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1.- THE MARKET FOR SAWN TIMBER

Honduras produces both pine and hardwood lumber with the former accounting
for over 95% of production and exports, in terms of volume. Pine lumber

fs graded according to the Southern Pine Lumber Bureau's grading rules. i
Top grade Honduras Pitch Pine receives a premium in the international mar-
kets because it can be produced in up to 10" widths and in lengths as long
s 15'. Such grades can bring as much as U.S. $350 per thousand board feet

fob Honduras, in the premium markets in Furope.- Premium grades such as ths !
se are not normally available on the local market where by far most common
grade sold is second grade, planed or rustica.

A wide variety of dimensions are sold on the local market depending on the
need of the Industry concerned. One to three-inch thick pine lumber in
widths from four-inch to eight-inch is common among the manufacturers of
doors and moldings. - The furniture manufacturers can require thicknesses of
up to 10",

Hardwood \umber produced in Honduras is graded according to the standard
grades of the National Hardwood Lumber Association of the U.S.A. Mshogany,
Cedro, Granadilio, Teak, Laurel, San Juan and Guanacaste are the most com-
mon specles sold in the local market. The Teak does not occur naturally,
and is cut from stands planted by Standard Fruit many years ago. The dimen
sions sold for hardwood are similar to those in the softwood market.




2.,- LOCAL MARKET END-USES

Contrary to most countries, the construction Industry [s not a major usar
‘of wood products In Honduras. Traditlionally, store has been the major
building material, both because It {s readily avallable at a low price
and because of cuitural traditions which have empiuzzed stona rathar then
wood working. Stone houses, therefore, have a status value and other
than very low cost housing in the 'barrios'' and those prcvidad by the ba
nana companies to their employees, there are very few houses made of wood
or containing s large wood component., There are no (nstitutionsl arran-
gements which have encouraged an effective demend for low cost housing
which could be made uf wood. The high level of population growth and the
low standerd of housing In urban "barrios' Indicate that a large latent
demand for low cost housing exlists.

The major wood using industry In Honduras Is the furniture manu -
fecturing iIndustry, Table |. This Industry is largely concentrated in
San Pedro Sula and Tegucigalpa, and Is dominated by six large menufactu -
rers. In addition to the large manufacturers, there are numerous small
"carplnterfa;" and furnlture shops which in total make up @ significant
part of the market. The majority of furniture manufacturers produce cus-
tom made furniture from hardwood for sale to middie and upper class Hondu
rans. One large manufacturer in Tegucigalpa speclalizes In offlice furni-
ture which is normaily made of pine interiors and wood substitute over
lays although custom high-grade hardwood office furniture can also be ma-
de on request.
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ESTIMATED MONTHLY CONSUMPTION UOF LUMBER IN
TEGUCIGALPA AND 5AN PIDRD SULA

(thousand board feet)

o of User

Togucigolga

FSbrica de Interiores de Madera

CAHIL Members

Yojoa

Galicia

fabrico de Fuvries y Venwanas ifital ivies
(offin Manufacturers

Total Tegucigalpa

San Pedro Sula
CONTESSA

Maderas Industriales

Solex

ideal

CIDA Members
Herrera

Capr i

Coffin Manufacturers

Total San Pedro Sula

Total

Source: Estudio de Recursos Forestales astimates.

Hardwocd Lumber

6.0
100.0
5.0
10.0

o
o
o

70.0
35.0
20.0
5.8
25.0
20.0
10.0

195.0

321.0

Pine Lumber

1.0
70.0
1.0
3.0
19.5
20.0(")
105.0

77.0
15.0
20.0
25.0
12.5

3.0

5.0
2.5

170.0

275.0

. g

(1) On the basis of approximately 40.000 dcaths per year in all Honduras and an
average of 50-60 board feet per coffin it is estimated that some 2 to 2.4
million board fcet an rough pine lumber are required in this end-use per annum.




There are a large number of small fectories that specialize in meking pine
coffing .~ According to the 1968 Industrial census, there are three wooden-
box factories and one broom hendle factory. Recently a crate component

plent, & plant which makes squares for mouldings and an additlions! broom

handle plant have been opened. All of these sell exclusively In the export
market.

Several factorles speclalize In Interlor work for houses and offices, su
pplying the construction Industry on a mede to order basls. This segment
of the Industry Is d>minate4d by Maderns Industrisles of San Pedro Sule,
rebose-=tlos most of the larger constructlon companies with deors, clo
sets and window framing and s also active In the expart market.

3.~ WARKETING CHANNELS AND PRICES

"»r purposes of analysls the market has been devided Into thres geographic

wvas ~ Teguclgalpa,San Pedro Sula and the rest of the country. Eech will
be consldered In turn below.

| The market In Tegucigalpa |s marked by the lack of Intermedlaries between

lumber producers and wood users. The merket In Teguclgalpa is epperently

“ of sufficlent size and is too homogenous In terms of product requlre
m™nts to warrant the establ ishment of lumber yards selling both directly
to the publlic and the wood using industries. Historlcally, sawmills have
been located within the city iimits and In some cases very near to res!
dential areas thereby offering easy access to lumber purchasers.
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The only intermediary operating in the market is CAHIL, the local coopera-
tive of furniture makers and carpenters. The CAHIL cooperative markets a-
bout 60 thousand board feet of lumber per month. Their main sources of su
pply are Maderas Preciosas de Honduras (Casanova) for hardwood and the com
pinies of Sansone and Lamas for pine., Only about 30% of the 107 members

of the cooperative buy through its facilities, as the cooperative does not
receive a wholesaler's discount and their prices, including handling costs,
are higher than mill gate prices for direct purchases.

The majority of hardwood lumber users buy directly from Maderas Preciosas
de Honduras (Casanova) at their yard located within the Tegucigalpa city 1i
mits. Uncommon species, however, are sometimes bought from small producers
in the producing regions and transported to Tegucigalpa. One madium -sized
factory was found to purchase the majority of its requirements by this me -
thod. Pine lYumber is bought by users directly from Sansone and Lamas.-

The end products manufactured are normally sold directly to consumers by
both the large and small factories. The 1arge factories maintain their own
retail outlets and in addition sell to other retail outlets. It was not po
ssible to obtain information on profit margins in this part of the trade.

There are no large sawmills operating in San Pedro Sula and the channels of
distribution differ accordingly. The large furniture companies buy their
hardwood directly from small producers in the producing regions which usua-
Ily cut and hew logs for sale. Only a small proportion of the large furni-
ture makers' supply come from large sawnmills outside of San Pedro Sula and

as a result, they maintain small sawing facilities for breaking down timber
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to their required sizes. Small furniture and carpentry shops meet their
wood requirements through puichases from CI1DA (the San Pedro Counterpart

to CAHIL), which buys almost all of its hardwood reguirements from one

medlum=sized producer in the Progreso area. small carpinterios and fur-
niture shops, whlch are not CIDA members, buy their lumber from small in
dividua! producers in the producing regions or through a small yard that
has recently been established and which offers some resow facillties.

The yard has a turnover of from 3.000-5,000 board fect ner month.

All users meet thelt pine requircments by purchasers from one of the ma-
ny assembly and treatment yards located In the San Pedro Sula/Puerto Cortés
arca.

MarketIny channcls for end products are similar to those of Tegucigalpa.
Marketing of wood products In the rest of the country 15 similar to that
practiced by the small furniturc and carpontry shops in Tegucigalpa and
San Pedro Sula,

b,- PROBLEMS IN THE LOCAL SANNVOODN MARKET

None of the existing hardwood producers in the country produce driled lum-
ber for salce in the loca! market., Most lurmber Tor export is alr drled
for a minimal period of time and shipped, wilth kiln drying taking place
in the recipicnt country.  Lunber for sale on the lucal market is sold
with only minimal air drying ond oo result, all wood users must establish

thelr own drying facilities. h

The large furniture manufacturcres anid other large plants have inatalled
their own modern diying facilitics to meot thoir minlpum dricd Tumber re=

quirements.  However, all of the major users point out that the drying of




lumber is not their busine.s and they would prefer to buy properly dried
lumber. The installation of & drier represents a considerable capital out
lay and drain which could be better used in their regular endeavours. All
recoanized that drying a variety of different types of wood is a difficult
operation and they admitted that their losses, due to waste, were signifi-
cant. Small wood users must also dry their lumber to some extent and do
so in their own small drying wood yards. The small producers recogni;e
however, that such drying is not adequate for the export market and feel
cut off from this potentially larac market as a result.

CAHIL in Tegucigalpa, has installed a drier with a per charge capacity of
60.000 board feet which on o four 1o five day charge basis would provide a
maximum of 360.000 board feet per month which should be more than adequate
for the Tegucica'pa market.

The situation Is not being remedied in San Pedro Sula however. There are
currently only two driers in the area, one at the Yodecco vard and one at
the yard of Potreriilos. Both of these are operating at full capacity and
are nnly drying pine lumber for export. CIDA currently has an application
before the Banco Nacioral de Formento to obtain financing for a drier.
Their membership, howcver, is not as large as CAHIL in Tegucigalpa and the
larger wood users are rot members. The lack of drying facilities will the
refore, continue to be a problem in San Pedro Sula.

There are ample quantities of second cuality pine Jumber in the local mar-
ket on a continuous bucis. Prime quality pine is difficult to buy as it
s almost entirely sold in the export market. However, the end-users for

pine do not require first grade material so this does not represent a pro-
blem.




There are serlous problems of supply in the hardwood market.- Honduras hard
wood forests are relatively Inaccessible and the we!l known specles are sca
ttered throughout the forest. Logning operations are haltad during the N
rainy season because most oF the operators are undercapitalized and are re-

luctant to establish all weather logging roads in view of the uncertainty

surrounding the granting of cencessions.

Because supply Is so unrelfable, most wood users are reduced to "taking
what they can get'' and to muintaining Inordinate and costly Inventory le
vels. Unusual amounts nf time are spent .In making contacts for supplles
of wood. It should be emphasized that the shortage of hardwood In the lo-
cal market is to be exoectzd. Therc are very few compan'es operating In
th

the annual cut of pine. Local buyers are relvctant to pay high prices for

fleld and the annual cut of hardwood Is very small In comparison with

hardwood and producers generally cear thalr operations to the export mar
ket. Nevertheless, It cannot be denied that a continuous readlly avalla
ble supply of hardwood (umber to the local Industry would simplify the in-
dustry's problems and iikely lead to its marked expansion,

As noted above, the end users of pine iumbar are not particularly stringent
th thelr quallty requiremznts. Thus, second class lumber that {s avallable
Is adequate for most end-users and In cases where flrst grade [s required
this can te made avallsble if the cusctomer Is willing to pay the price.

Hardwood lumber is unseasoned and in many cases s cut irom the forest by
hand and delivered In the form cf rough squares. Dlmension requlrements
ere very seldom met and thus resavirg facllities are standard equipment
amongst all the users. Wastage Is substaniial and factory owners complain
thet thcy are really 'a number of factories In one' and therefore, cannot

spacialize in the aspecis of the busineze that they know best and which are
rost profitable.
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