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Coping with the “Coffee Crisis” in Central America
The Role of the Nicaraguan Social Safety Net Programme

Linking Research and Action

Low coffee prices and their contin-
ued downward trend have had

adverse effects in coffee-producing
countries in Central America. Though
only limited rigorous empirical evi-
dence at the micro level exists regard-
ing the magnitude and nature of these
effects, the perception is that poverty is
rising, particularly in rural areas. Even
less evidence exists regarding the
potential for social safety net pro-
grammes to protect poor households.

This study explores these issues
using household-level data collected as
part of an ongoing experimental evalu-
ation of a conditional cash transfer pro-
gramme in Nicaragua. It assesses the
effects of declining prices on some of
the poorest rural regions in Nicaragua.
In particular, it examines the role
played by a social safety-net pro-
gramme in protecting well-being and
its effect on labour market supply and
activities. The paper considers (1) how
households in coffee-growing areas
without the programme fared over the
period 2000–02, and (2) whether
households in coffee-growing areas
with the programme were better able to
protect household expenditures and
other outcomes than their counterparts
in coffee-growing areas without the
programme.

Insights from IFPRI Research
The Red de Protección Social
The Nicaraguan Red de Protección
Social (RPS) or Social Safety Net pro-
gramme is designed to address both
current and future poverty via cash
transfers targeted to households living
in extreme poverty in rural Nicaragua.
The transfers are conditional, and
households are monitored to ensure that
they are undertaking prescribed actions
intended to improve their children’s
human capital development. RPS’s spe-
cific objectives include supplementing
household income for up to three years
to increase expenditures on food,
improve the health care and nutritional
status of children under age 5, and
reduce school desertion during the first
four years of primary school.

Data and methodology
Data. The data come from an annual
household panel survey implemented
for the evaluation in both intervention
and control areas of RPS in 2000, 2001,
and 2002. The survey sample is a strat-
ified random-sample at the comarca
level, half of which were randomly
selected for the programme. The areas
represented comprise a relatively poor
part of the rural Central Region in
Nicaragua, but the sample is neither
statistically representative of the six
municipalities nor of Nicaragua as a
whole. Overall, 90 percent of the sam-
ple was interviewed in the first round,
yielding 1,581 successfully completed
interviews. For the follow-up surveys
in 2001 and 2002, just over 90 percent
of these were reinterviewed.

Econometric methodology. The
empirical approach exploits two key

features of the data: the randomized
design of the evaluation and the panel
structure. The analysis estimates a
series of reduced-form specifications
that essentially estimate programme
effects, differentiating them for house-
holds residing in coffee or noncoffee-
growing areas. The methodology is
based on difference-in-difference tech-
niques. Household- and individual-
level data were collected before and
after RPS was implemented in both the
intervention and control comarcas.
This enabled the use of the double-dif-
ference method to calculate average
programme impact. The resulting
measures can be interpreted as the
expected effect of implementing the
programme in a similar population
elsewhere.

Results
Control group. Expenditures de-clined
over the period while work effort inten-
sified. The changes were, on average,
larger in coffee-growing areas. Primary
enrolment rates improved modestly
over the period—somewhat more so in
coffee-growing areas—and the inci-
dence of child labour for young boys
declined in all areas. The decline in
expenditures was sharper for the less
poor, who may have been better able to
withstand reductions. Households in
coffee areas started out with somewhat
higher expenditures, but this advantage
was reversed over the period. Total
hours worked in the last week by
household members increased modest-
ly in 2001, and substantially in 2002.
Average hours per worker in the last
week increased in coffee-growing areas
in both 2001 and 2002.
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In 2000, children 7–12 years old
were more likely to report having
worked in the last week in coffee-
growing areas than in noncoffee-grow-
ing areas. Possibly reflecting these dif-
fering work patterns, net primary
enrolment rates for the same children
were substantially lower in coffee-
growing areas.

Effect of the RPS on households
in coffee areas. RPS positively and
significantly improved per capita total
annual household and food expendi-
tures. Overall, the programme had lit-
tle significant effect on either total
number of hours worked last week or
hours worked per worker, but within
coffee-growing areas, it had a negative
effect on both. This effect reflects the
substantial increase in hours worked
by coffee region counterparts who are
not beneficiaries. In the absence of the
programme, then, beneficiary house-
holds in coffee-producing regions
would have had to devote substantially
more time to work.

RPS reduced the total number of
hours dedicated to agriculture for cof-
fee-producing areas. Nonetheless, con-
sidering the fraction of labour hours in
the household dedicated to agriculture,
the RPS effect was negative for house-
holds in noncoffee-growing areas in
2001, but positive for households in
coffee-growing areas in 2002.

If getting out of agriculture was
equivalent to getting out of coffee, the
evidence would suggest that house-
holds in coffee-growing beneficiary
comarcas may actually be intensifying
their involvement in coffee—an
“incorrect” adjustment, considering
coffee market trends.

Transitions into and out of the
coffee sector. While participation was
lower in 2001 and 2002, at first glance
there does not seem to have been any
effect of RPS on overall household
participation in the coffee sector. When

participation was split into those par-
ticipating as labourers and those as
producers, however, programme
effects were significant—but opposite.
Participation of coffee labourers
decreased, but for producers, it
increased. Programme beneficiaries in
coffee-growing areas are less likely to
have been working in coffee as labour-
ers and more likely as producers.
Considered with the results on the
share of work in agriculture, this sug-
gests that households that are not cof-
fee producers are intensifying activity
in other agricultural activities.

Safety net programming
A major cause of the intergenerational
transmission of poverty is the inability
of poor households to invest in the
human capital of their children. Merely
increasing the availability and quality
of health and education services is
often ineffective, as resource con-
straints preclude poor households from
shouldering the private costs associat-
ed with these services. Programmes
like RPS attack the problem by target-
ing transfers to the poorest communi-
ties and households, and conditioning
the transfers on attendance at school
and health clinics. This effectively
transforms pure transfers into human

capital subsidies for poor households.
While not designed as a traditional

safety net programme, RPS has per-
formed like one, protecting more those
who were most affected by the down-
turn without abandoning its condition-
ality. It provided a cushion for per
capita expenditures and muted addi-
tional labour effort for beneficiaries in
coffee-growing areas. The pro-
gramme’s ability to scale the transfers
up during crises is a sign of pro-
gramme flexibility. It also protected
investment in child human capital.
Thus, RPS appears to play an impor-

tant part in household risk-coping
strategies. Lessons learned from pro-
grammes like RPS include the ability
to target assistance to the poorest
households, to condition transfers on
participation, and to shoulder the pri-
vate costs associated with health and
education. Because the levels of trans-
fers within programmes like RPS can
be responsive to short-term shocks,
they can also play a social protection
role, a feature that could make food
assistance programming more effec-
tive.

John A. Maluccio (2003) “Coping with the Coffee Crisis in Central America: The Role of the Nicaraguan Social
Safety Net Program,” International Food Policy Research Institute, Washington, D.C. Contact author at
j.maluccio@cgiar.org.

INSTITUTIONAL CONTACTS:
Food Consumption & Nutrition Division, International Food Policy Research
Institute (www.ifpri.org), 2033 K St., NW, Washington, DC 20006-1002 USA, 
Tel: +1-202-862-5600, Fax: +1-202-467-4439 Email: IFPRI-FCN@cgiar.org

World Food Programme (www.wfp.org), 68/70 via Cesare Giulio Viola,
Parco dei Medici, I-00148 Rome, Italy, Tel: +39-06-65132628,
Fax: +39-06-65132840 Email: Allan.Jury@wfp.org

This IFPRI/WFP brief is based on preliminary research results. Copyright © 2004 International Food Policy Research Institute and World Food Programme. All
rights reserved. Sections of this document may be reproduced without the express permission of, but with acknowledgment to, IFPRI and WFP.

RPS helps households that have been hit the hardest—in

coffee growing areas
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