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“Coconut Is the king of vegetables with its sap,
Fruits, leaves, stem, root and all parts to feed, appease,

Shelter, cure and carry mankind”

Joes Maria de Silva (LISBON)



PREFACE

The Directorate of Marketing and Inspection made reverend effort by publishing first
report on Marketing of Coconut and Coconut Products in India, in the year 1943, to ascertain the
role of coconut and its products, played in the agricultural economy of the country. Since then
the production and marketing of coconut in India witnessed a significant development with
regard to domestic production, consumption and industrial utilization of coconut and coconut
products. Subsequently, the first report was revised and updated in the year 1962 to make
appraisal of changes that had occurred in the plantation crop pattern, development of coconut
trade and industries in the country. Subsequently, abundant research and development activities
taken up by the Government and non-governmental agencies have not only resulted in increased
production and productivity of coconut, but also made the beginning of development and
diversification of coconut products and by-products for better marketability of coconut.

The coconut is a benevolent tree, a nature’s gift to mankind, as it is a source of food,
beverage, oilseed, fibres, timber, health products and also associated with mystery and omen in
the life of people. The coconut tree provides clothing utensils and dwellings, therefore, is an
important source of earning livelihood to the people of coconut growing states, especially in the
coastal areas. The coconut tree therefore, is eulogized, reverently as “Kalpavruksha” or tree of
life by the people.

The coconut crop is grown in 12.5 million hectares of land which constituted about 0.7
per cent of net crop area of the world. The crop is grown in the coastal lowlands of continental
South Asia and spread along the Indian and Pacific Ocean, the cultivation is mostly done by
small and marginal farmers. According to FAO statistics 2007, about 57.9 billion nuts were
produced, which was equivalent to 7.3 metric tonnes of oil. The coconut oil ranks sixth among
the eight major vegetable oils of the world. India contributes about 15.46 per cent in area and
21 per cent in terms of production of coconut in the world. The coconut crop is grown in
eighteen States and three Union Territories covering an area of 1.935 million hectares of land,
with a production of 12,833 million nuts in the country. The major coconut crop acreage is
concentrated on the West Coast region of the country comprising the states of Kerala, Karnataka
and Maharashtra, followed by East Coast of Tamil Nadu, Andhra Pradesh, Orissa and
Pondicherry. The coconut cultivation areas also traditionally located in the coastal region of
Gujarat, Goa, West Bengal, Islands of Andaman & Nicobar and Lakshadweep. About 90 per
cent of the area of coconut cultivation and equally the same per cent of production of coconut
are from the four Southern states, viz. Kerala, Karnataka, Tamil Nadu and Andhra Pradesh.
Kerala is considered as the land of coconut and holds the key for the development of coconut
production and marketing in the country.

In the present scenario the trend in processing of coconut products is slowly setting in the
country, but the domestic market is not ready to lift the coconut in product form. Moreover, the
coconut processing industries have to compete with the international market players in the world



market. Consequent to the globalization of Indian economy, the domestic coconut market
economy has also been pushed towards a situation of competition, where coconut oil had to
compete with the other low price vegetable oil and fats in the international market. In spite of the
changes in international and domestic market, the price of coconut oil has been steadily
increasing since 2002, and reached to record level of Rs.7224 per quintal at Kochi market, the
price of milling copra in Alleppy market was also recorded at the premium price of Rs.4893 per
quintals and the price of ball copra was at Rs.7500 per quintal in Tiptur market in the month of
December, 2004. This favourable market behavior appeared to have been due to culmination of
concerted efforts of the implementing agencies, developmental policy of the Government to
provide minimum support price to copra and coconut oil and the future trade.

Since, the production and marketing scenario of coconut in the country has witnessed a
phenomenal development, particularly in the field of production such as development of
improved high yielding dwarf varieties of crossbred coconut palm, traditional, non-traditional,
commercial and industrial coconut product, it was decided to study the current status of
developments that have taken place on production and marketing front of coconut and its
products in the country. Therefore, a fresh survey on production and marketing of coconut and
coconut product in India was undertaken. This report attempt to study the present scenario of
coconut industry and the problems faced by the producers and traders involved in the marketing
process of coconut and to focus on the inadequacies prevailing in the marketing system of
coconut and coconut product in the country. The finding of the study may benefit producers,
traders, consumers and other developmental agencies involved in formulating better strategy for
development and transformation into a meaningful and rational marketing system for coconut
and coconut product in the country.

The completion of the report has been possible due to whole hearted cooperation of the
field officers of the Directorate, Coconut Development Board, Kochi, State Governments and
Private agencies engaged in production of marketing of coconut and coconut products. The field
survey and drafting of the report was carried out by Dr.R.V.Kothe, Senior Marketing Officer
and Dr.R.R.Karpate, Marketing Officer under the guidance of Late Shri H.P.Singh, the then
Jt.Agricultural Marketing Adviser and the report was finally completed under the guidance and
supervision of Shri Har Prasad & Dr J. Shanmugam, Jt. Agricultural Marketing Adviser, Branch
Head Office, Nagpur

The Government of India should not be regarded as assuming responsibility for any of
the statements contained in this report.

Faridabad Sd/-
Agricultural Marketing Adviser
Dated :02" February 2009 to the Government of India
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However, in the existing marketing system the functionaries, except the
institutional agencies, have not fulfilled the objectives of effective marketing system,
towards remunerative price realization, through sale of coconut and coconut products.
The price realization reported to be lower than the direct sale by farmers or through
farmer’s institutions. Even though every addition of marketing functionaries results in
widening of the price spread, the dominance of marketing functionaries in the marketing
channels of coconut and its products cannot be denied, due to certain limitations which
directly or indirectly affect the farmers and producers / manufactures.

Majority of the coconut farmers have small and marginal holding and have dearth
of holding capacity due to financial crisis, lack of credit facilities from the financial or
cooperative institution against coconut trees, compel them for forced sale. The coconut
farmers are the worst sufferer in the present marketing practices as they need short term
credit especially during off seasons and flush season i.e. during summer days. The
farmers thus borrow advances from the middle men / traders, especially those who raise
coconut palms in grove as monocrop even to meet their expenses for normal production
and consumption. Moreover, they do not have storage facility and holding capacity.
Fluctuation in prices of coconut forces them to sell these coconuts on farm immediately
after harvest. The farmers are unable to take up value addition activities to their produce.
This strikingly affects the effectiveness of marketing of coconut and coconut products.
The structure of coconut trade varies from traditional coconut growing states to non-
traditional coconut growing states and from one region to another, likewise the presence
of intermediaries, at different stages of marketing of coconut, copra and the coconut oil
(Annexure - VIIA & B).

5.8  Future Trading in Coconut : The centralized trading practice in coconut trading,
where operating agents practice contracts with standardized specifications with
flexibility in prices known as future trading and was in vogue till 1971. Futures’ trading
of coconut oil was carried out under two recognized association in 1950’s viz; the
Alleppey Oil Millers and Merchants Association, Alleppey and the Oil Merchant
Association, Cochin. At Cochin, four consecutive bi-monthly contracts were permitted
to recover concurrently according to the bye-law of the association for the purpose of
hedging, the due data of the 1% bi-monthly contract being the 15" of the month and that
of the second being the last day of the month. It was discontinued later to check
excessive speculation in trading activities.

However, it has been reintroduced in the last quarter of 2001 for coconut oil
under the first commodity exchange of India at Kochi, after a gap of 3 decades. This
brought about a sea-change in the coconut industry and trade. Copra crushing industry
which suffered a set back in the past decade also received a boost on resumption of
future trading in June 2002. National Multi-commodity Exchange, Ahmedabad, though
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started future trading in coconut oil during their initial months of operations. However,
there is not much activity in copra and coconut oil in this exchange, other commodity
exchange such as Multi Commodity Exchange (MCX) and National Commodity
Exchange (NCDX) are yet to start trading of copra and coconut oil.

The trading in the above markets is conducted simultaneously for three contracts
only. These contracts are required to commence three months in advance and the period
of hedging is four months. The trader who trades in the exchange are bound to pay
margin and special margin money as fixed from time to time by forward market
commission (FMC). Further, the members have to deposit a security with the exchange.
The limit on open position is fixed with the sanction of Forward Market Commission.
Trade in exchange is carried on line. The trading of coconut oil and copra is in two
tones and multiple there off. Minimum price movement for coconut oil and copra is 5
kg. / 100 kg. The maximum price fluctuation for a day is Rs.100 and as per bye-law of
the exchange delivery can be made any where in India.

The prices at Kochi in 2005 given in Table-14, revel that the future prices, vis.,
actual prices, vis., delivered prices of coconut showed using trends during January, 05 to
15™ half of March, 05. By the second half of March and beginning of April, 05 the
actual price showed decline with respect to future price in respect to the month of
January and February where the actual prices were much higher than that of the future
market. However, during May, 05 to December, 05 the prices on future market trading
were higher than that of the actual prices. However, it is seen that the actual delivery
prices were always less than that of actual and future prices except in case of the months
of January and February.

Table No.14
Future Price V/s. Actual Price V/s delivered Price of Coconut Oil at Kochi Market
(Rs.)
Jan Feb’ Mar’ | April May | June’ | July’ | Aug’ | Sept’ | Oct’ | Nov’ | Dec’
05 05 05 05 05 05 05 05 05 | 05 | 05 | 05
Actual 7280 | 7198 | 6199 | 5763 |5394 | 5539 | 5212 | 5154 | 5125 | 4862|4864 | 4765

Future 6767 | 6700 | 6417 | 6167 | 6043 | 5935 | 5709 | 5702 | 5517 5399|5217 | 4888
Delivered | 6920 | 6870 | 5650 | 5780 | 5240 | 5300 | 4940 | 4905 | 4700 |4720 | 4500 | 4560

Table — 15 shows the volume of coconut oil traded and delivered under future
trading it is clear from the figure that though the total volume traded had increased from
21,628 to 1,24,244 during the year 2002-03 to 2005-06. However, the quantity delivered
at the same time was very less, though it had also kept the increasing trend as per the
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volume traded. Though the contribution of the system is very negligible, however,
active involvement of farmers / traders will help to increase the trade in future market.

It was expected to avoid violent fluctuation in price to bring transparency in
marketing of oils and oil seeds, and provide option to farmers / traders to sell their
products at a favourable price, three months in advance. Future trading practice could be
used as a tool to stabilize price. However, contrary to this expectation from future
trading it was reported that in the year 2005, future trading in coconut oil has failed to
achieve the expected results due to alleged anomalies in the trading. It has been
observed that there was lack of transparency in trading and pricing in the spot market
and hence the future market was unable to perform its function. Unfortunately, the spot
markets of coconut oil were influenced by the supply and demand factors in particular
regions, and future prices were driven by a very small section of operators in the future
exchange which was not observed as healthy trend in future trading.

The spot market in coconut oil failed to meet the required conditions in absence
of proper dissemination of market information and fragmentation of markets in different
regions. It was observed that the speculators were responsible for wild fluctuations of
coconut oil prices. Some traders were manipulating the prices by taking comfortable
short position in futures market. This has resulted in default in payment amounting to
about Rs.2 millions thereby forcing the market to suspend trading for a few days in the
year 2005. This kind of artificial fluctuation is certainly detrimental to the coconut
farmers and consumers.
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Total Volume of Coconut Oil Traded and Delivered Under Futures Trading

Table No.15

Quantity in M. Tonnes
Value in Rs.per tonne

Month 2001- 02 2002- 03 2003- 04 2004- 05 2005- 06 2006- 07
Total Qty. Total Qty. Total Qty. Total Qty. Total Qty. Total Qty.

Volume | Delivered| Volume| Delivered | Volume | Delivered | Volume | Delivered | Volume | Delivered | Volume | Delivered

April - 362 0 2744 22 4606 24 6566 210 9780 44

May - 650 40 2168 48 3496 100 9752 126 9994 42
June - 698 54 1446 42 4214 26 12382 106
July - 292 6 2782 38 3300 72 12146 184
August - 1676 44 4108 50 4562 106 15256 162
September - 1540 22 1928 80 6186 54 13142 20
October 1614 80 3260 76 6950 68 11320 118
November 1730 8 3604 66 6424 28 10126 28
December 280 14 2350 20 4958 42 6876 142 3804 18
January 590 70 3812 68 2992 36 7880 34 9444 50
February 646 40 4056 20 3366 72 7754 22 9660 66
March 436 0 5848 50 3682 50 8072 74 10646 148

Total 1952 124 21628 412 37038 622 70320 750 | 124244 1236 19774 86

Monthly Average 488 31 1802 34 3087 52 5860 63 10354 103 1648 7

Estimated production of coconut| 240500 238550 229450 238550 238550
oil in Kerala

% to total production 0.812 0.052 9.066 0.173 | 16.142 0.271 | 29.478 0.314 | 52.083 0.518

On analysis of the transactions of coconut oil under future trading with reference to the production of coconut oil in Kerala revealed the
following facts. During the year 2001-02, against the estimated production of coconut oil at 2.405 lakh Tons, the volume transacted is only 1952
Tons which is only 0.812 per cent where as the delivery is only 124 Tons (0.052 per cent). The corresponding figures for production for the
years 2002-03, figures for actual 2004-05, 2005-06 are 9.066 per cent, 16.142 per cent,29.478 per cent and 52.083 per cent while the
corresponding quantity delivered are 0.173 per cent, 0.271 per cent, 0.314 per cent and 0.51 8 per cent respectively. This indicates the negligible
contribution of the system. Active involvements of farmers / traders are absolutely required for justifying the system.
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CIHAPTER = VI
PRICES

6.1  The classical function of price is to co-ordinate activities of independent business
concerns, involved in the marketing of the commodity, so that resources are used to
satisfy the demand of consumers as expressed in the market. While this role is still
important, it is being modified in many significant ways and the importance of getting
adequate information about market price is ever increasing. The study of marketing and
that of prices go hand in hand, and to understand marketing of any agricultural
commodity adequately, knowledge of fundamentals of pricing are absolutely essential.
The study of price behaviour is an essential requisite of successful marketing mix
represented by four P’s i.e. product, price, place and promotion. It has been observed
that marketing cannot be done inside the Boardroom, so the focus has been shifted to the
customer. The consumer now a day not only purchases the product, but the experience
that comes along with it. The marketing principles have changed and along with 4 Ps,
the 3Cs- i.e. control, convenience, choices, have come into the picture. This has led to
the emergence of concept such as experiential marketing, customized products for sale in
malls and innovative business models to constantly keep the customers engaged. The
prices furnish guidelines to indicate how resources should be utilized in an economy
governed by price mechanism under competitive conditions and they certainly
determine, what should be produced, how much should be produced and their
distribution. The price mechanism assists in allocating commaodities to different uses, to
achieve efficiency in production and distribution on the assumption of consumer’s
supremacy. In the light of this price mechanism it would be necessary to study and
observe the price, price situation, price behaviour, role of producer in determining the
price, price support scheme and various other aspects of price of coconut and coconut
products.

6.2 PRICESTREND:

6.2.1 Trend of Prices of Coconut : The prices of coconut and coconut products in the
country are mainly centered around two major coconut products viz., copra and coconut
oil. The price of coconut is usually influenced by the price of coconut oil prevailing in
the wholesale markets. However, the coconut oil prices are characterized by wide and
violent fluctuation and erratic price trends. The factors that determine the price of
coconut and coconut products are also associated with the growers, oil industry, and
consumers. The prices therefore, should be attractive to farmers so that they continue to
invest and undertake coconut farming for their prospective growth, and remunerative to
the product based industry for its survival.
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It has been observed that the prices of coconut in the country are integrated with
the price of coconut oil prevalent at Kochi market (Annexure-L). However variations
in quality of matured coconut, size of nuts, copra content, oil contents, marketing cost,
marketing methods of fresh tender coconuts and matured coconuts are also deciding
factors for the price received by the coconut farmers. The coconuts produced on farm
and gardens move through many agencies like farmers or producers, collectors,
middlemen, wholesalers and processors, before reaching the consumer in various forms.
The involvement of these agencies and number of agencies involved in the marketing
channels are also deciding factors of coconut prices.

Study of the price trend based on the wholesale prices of coconut at Ariskere,
Kozhikode and Kangayam markets for the period 1997 to 2006 (Annexure-VIII, IX &
X and Figure-6), shows that the price were higher in all the three markets during the
year 1997, which was attributed mainly to a reported decline in the production of
coconuts. The average Wholesale Price Index (WPI) of coconut at 118.2 during 1998
was 12.5 per cent lower than that of the corresponding period of the previous year
(148.3, 1997). Thus, the decline in the Wholesale Price Index (WPI) for coconut was
significantly larger than that of either copra or coconut oil. The month end position of
the prices of coconut during January-August, 1998, was in the range of Rs.3200-4000/-,
per thousand nuts at Kozhikode and Rs.3800-4500/- at Alappuzha of Kerala state;
Rs.3900-5300/- at Arsikere of Karnataka state as against the corresponding range of
Rs.4300-5200/-, Rs.4200-6100/-, Rs.4900-6200/- in January—August, 1997, in the
respective markets. It would show that the price of coconut fell significantly even in
Karnataka which mainly produces ball copra (Annexure— 111, IX, X & XI).

The index number of wholesale prices of coconut, which was at 147.4 in January,
Figure-5 1999, exhibited its usual seasonal decline
to reach 141.7 in July 1999 before
recovering at 147.7 in August and further
to 155 in October, 1999. At these levels,
the Wholesale Price Index (WPI) for
coconut work out to 8.8, 13.2 and 7.4 per
cent higher in January, July and October,
1999, compared to the corresponding
months of the year 1998. During the peak
marketing period of January-May, 1999,
the month ends wholesale prices of

Yearly Wholesale Price Index of Coconut
(1997-2006)

Index Value

[—e— Wholesale Yearly Index | coconut coated in Kerala were in the
range of Rs.3750-5000/- per thousand
Source : Annexure=XI1l & XXVII nuts, at Kozhikode and Rs.4800-5300/- at

Alappuzha. However, the prices in Karnataka at Arsikere market, were between
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Rs.4300-5500/-. The higher price rulings in all the major markets were mainly due to
decline in the production of coconuts and copra. Coconut output, after increasing
marginally from 13061 million nuts in 1996-97 to 13096 million nuts in 1997-98.
Moreover, the coconut production suffered a major set back during 1998-99 due to
infestation of coconut palms by the pest eriophyid mite.

In the year 2000 and 2001 the Wholesale Price Index (WPI) plunged to very low
level recorded at 109 and 94.3, Figure -6
i.e. about 25 per cent and 64
per cent less than the Average Annual Wholesale Prices of
Corresponding WPI in the year Coconut in principal markets in India
1999. The prices of coconuts 6000 g

in all the major markets ||~ 0%

showed similar trend within [/ & 355

annual average price of || & 2000 4

Rs.3504, Rs 3383 in Ariskere, 1000

Rs.3235/-,  Rs.1948/-  in 0+

Kozhikode and Rs.2887/-, &

Rs.2286 in Kangyam markets Year

in  the year 2000-2001, ‘—O—Ariskere —s— Kozhikode Kangayan‘
respectively. This decline in

January, 2000 in the major Source — (Annexure-VIll, IX & X)

markets was attributed to bumper harvest in all the major coconut producing states.
However, there was improvement in the behavior of prices in the mid of the year 2001-
2002. The major reasons for this advantageous situation was attributed to the synergic
and convergent efforts of coconut development board. The wvarious projects
implemented by the board in the field of product diversification and market promotion
which had given a dynamic push in the market.

The prices of coconut in the year 2004 ruled above the price levels of the year
2003. The index number of wholesale prices of coconut showed mixed trend. The
Wholesale Price Index (WPI) recorded at 146.4 in January and May, the peak months
and 148.6 in July 2004 was higher by 9 per cent, 10.4 per cent and 3.9 per cent than the
corresponding months of the year 2003. Wholesale prices of coconut were quoted at
Rs.4700-4950/- during peak period and Rs.4750 in August at Kozhikode and Rs.5700-
6000 during peak and Rs.7050 in August at Alappuzha in Kerala; Rs.3800-5000 during
peak and Rs.5300 in August at Arsikere in Karnataka were not only higher than the MSP
declared for the year, but also much higher than the prices of the corresponding period
of previous year. The increasing trend in coconut prices was attributed to short supply of
coconut due to shrinkage in area; drop in production and productivity and higher
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demand for the coconut products. Thus, the period 1997 to 2004 witnessed the prices
volatility on account of cyclical and seasonal behavior of production and productivity.

Table No. 16

Average Wholesale Prices of Coconut at Ariseakare, Kozhikode and

Kangayan Markets

(Rs.per 1000 nuts)

Year | Ariseakare | % of the | Kozhikode | %o of the | Kangayan % of the
1997 price 1997 price 1997 price

1997 5647 100 5309 100 4678 100
1998 4167 73.79 3684 69.99 3445 73.64
1999 4821 85.37 4468 84.14 4488 95.94
2000 3504 62.05 3235 60.93 2887 61.71
2001 3383 59.91 1948 36.69 2286 48.87
2002 3975 70.39 2818 53.07 2980 63.70
2003 4702 83.26 3663 69.00 4586 98.03
2004 5432 96.19 4988 93.95 4826 103.16
2005 5203 92.14 3306 62.27 4264 91.05
2006 4814 85.25 2850 54.00 3255 69.58

6.2.1.1 Price variation Due to Quality of Unhusked and Husked nuts : From the
Figure -7

Rupees

Average Annual Prices of Coconut in
selected states in India

5000
4500 -
4000 |-+ AL

3500 4

3000 ‘ ‘ \ \
1998-99 1999-00 2000-01 2001-02 2002-03

Year

‘—Q—Unhusked —a— Semi-husked —— Husked ‘

Source : (Annexure-XI1V, XV and XVI)
the prices of husked nuts were higher and that of un husked at Rajamundry, Palakat
(Andhra Pradesh), Dindigul (Tamil Nadu), while the reverse was the case in all other
markets (Annexure-XVI1).

data on prices during 1998-1999 to
2002-2003 of un husked, semi husked
and husked nuts prevailed in different
states of India, it could be seen that the
husked nuts fetched higher prices than
un husked nuts. In areas where the
retting facilities for husk exist, un
husked nuts fetch higher prices than
that of husked nuts. In land tracks
where retting was not done price of
husked and un husked nuts were almost
the same (Annexure-XIV, XV and
XVI, figure-7). The difference between
the price of husked and un husked at

important markets shows (figure-8), that
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The difference in prices of unhusked and husked nuts depends upon the price
obtainable for husk in different markets from time to time. A comparison of the prices in
coconuts with husk and without husk Figure — 8
at Thiruvanthapuram’ QUilon and Monthly Wholesale Prices of Unhusked and Husked
AIapUZZha markets (AnneXU re—=XVII |, Coconut in selected markets in India

Rupees

XIX & XX), showed that un husked 7000 1
coconut generally fetched higher prices 2000 15
except in Quilon market where it was 2000 1|
found that coconut with husk also | &
fetched good  price.  However,
comparison of the vyearly prices

prevailed in different states of India Markets
(Annexure-X1V, =~ XV and  XVI, onorcs neses o aaoss ke
Figure-7) showed only the marginal

difference between the prices of the Source : (Annexure — XVII)

husked, un husked and partially de husked or semi husked coconuts.

6.2.1.2 Size of nuts, tender nuts and Copra content : The size of coconuts matters
much in fixing price of matured nuts, as bigger nuts usually yield more copra. Therefore,
prices of coconuts, as a rule vary according to size of nuts. Nuts harvested in summer
being bigger in size usually fetches higher price than the nuts harvested in the monsoon.
The coconuts from the laterite soils of coastal tracts yield more copra therefore, fetch
higher prices. Coconuts from certain locality are believed to yield copra with a better
flavour and taste or to have better keeping quality as compared to other locality and such
nuts usually fetch a higher premium price.

Comparison of wholes prices of different varieties in the markets of Dharmapuri,

Figure -9 Kanyakumari, Dindigul, producing big,
medium and small size coconuts clearly

hl hol | i f d H H
Tender Coconutin selocted markets during revealed that the prices fetched by big
2002-03 size coconuts are higher than the prices

10000
9000 +——
8000 -
7000
6000 -
5000
4000 4+
3000 4-'-'
2000 -
1000

0

of the medium and small sized coconuts
(Annexure-XXIl). Harvesting of tender
nuts is necessarily of a localized nature,
usually fetches some what lower prices
‘ ‘ : than matured nuts. The difference may
Big Medium — Small  Tender vary depending upon the demands of

markers tender nuts, which is greater in summer
month  (Annexure-XXI,  figure-9).
Prices of matured nut differ according to
Source : (Annexure — XXI) the state they are being sold as fresh or
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after storage. In the producing areas the prices of dry nuts are generally higher than
those of fresh nuts (Annexure —XXI).

6.2.1.3 Comparison of Prices in different markets : Comparison of prices of coconut
in different markets becomes difficult owing to variation in size of nuts, the period for
which they have been stored and difference in the actual number of nut required to be
delivered Figure-6. The prices at Ariskere market Kozhikode, Kangayam market
generally took a similar course (Annexure=VIII, IX & X). It would be clear from the
Figure-6 that the prices of coconut in the different markets are not comparable, and also
appears to be largely influenced by local condition of supply and demand.

6.2.1.4 Seasonal Variation in Price : Unlike most other agricultural commodities
coconuts are harvested several times in a year and as such prices are not affected so

Figure - 10 much by the presence of supplies at any
one particular time of the year. However,

Seasonal Indices of Coconut Prices at selected centres in India -
(Based on the average monthly prices for the quinquennium the demand fOf COCOﬂUt fOI’ COpra maklng

2001-05)

slackens during the monsoon months.
Since, harvesting of coconut in different
seasons makes the difference in quality
and size of nuts reaching the market. The
copra content of the nuts harvested in
summer months is higher than the nuts
harvested during rainy season. All these
facts contribute towards variation in

September
November
December

Months prices of nuts in different months of the
[ Avkere —»—Korikode ——Kargpam —— Avroge year. In order to study the seasonal
Source : (Annexure — XXII) variation in the prices of coconut data on

average monthly whole sale price for the Quinquennium 2001-2005 in respect of three
centers viz. Ariskere, Kozhikode & Kangyam was analyzed. From the data, it was
observed that the seasonal indices fluctuated from 94.8 to 107.5, 95.8 to 106.9 at
Ariskere and Kozhikode markets respectively, the corresponding indices at Kangyam
was 87.5 to 112.7 showing a wide fluctuation in the market. Figure-10 shows the
seasonal impact which have been calculated by the method of moving average
(Annexure — XXII).
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The study of the average monthly wholesale prices of coconut in respect of
Arsikare, Kozhikode and Kangayam markets during the Quinquennium 2001-2005
shows the direction and speed of Figure —11

the price behaviour in long run
and seasonal fluctuations within
the same marketing year
(Annexure-XXIIl, XXIV &
XXV, Figure-11) it was also

Rupees

movement followed similar
trends and the seasonal
variations were alike without
much fluctuation in prices in all

6000
5000 -
4000 -
3000 |-
2000
1000

observed that the annual prices 0

Seasonal Variation of Prices of Coconut in differnt markets in

India

September
November
December

Months

‘ —e— Arsikere —s— Kozhikode Kangyam ‘

the three marketing centers.

Source : (Annexure-XXI11, XXIV & XXV)

The coconut prices tends to rise from October/November to March/April, this
variation in trend may be due to sustained demand for copra making which starts after
the cessation of monsoon rains by October/November. Large scale arrivals of coconut
starts in the season from January/February months only, the demand for copra making
pushes prices to higher levels. From February onwards arrivals of nuts increase and the
prices decline due to the presence of more supplies. After July though arrivals of nuts
are low, their quality is below average. Further the monsoon rains hamper regular copra
making and consequently the demand for nuts goes down.

Figure —12

Average Monthly Wholesale and Retail Prices of Tender
Coconut in selected markets during 2002-03
(Rs.per 000" nuts)
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Markets

‘—Q—Wholesale —a— Retail ‘

Source : (Annexure — XXVI)

6.2.1.5 Retail Price: The retail prices
of mature nuts vary mainly according to
their size. It has been observed that the
difference between the retail and
wholesale price varies in different
markets and for different transactions,
as visible from Figure-12, wherein
wholesale and retail prices of coconut
in different markets have been shown.

Figure-12, Annexure-XXVI, shows

the difference between the whole sale and retail prices varied from Rs. 1000/- to Rs.

3000/- in various markets of India.

Page 83 of 122



Production and Marketing of Coconut in India

6.2.1.6 Prices of coconuts in relation to Prices of copra & coconut Oil : The figure-
13, indicate that the trend of prices move in tandem with the coconut oil and copra
Figure - 13 prices(Annexure — XXVII). It also
shows that the price of coconut in
the country is dependent on the
prevailing wholesale prices of
150 - coconut oil and copra, which is
characterized by recurring violent
fluctuation. The coconut is sold
according to the price of nuts, the
0- experience of price formation of this
produce in the market shows that

Years there is clear in identifiable price
B COCONUT OIL B COPRA O COCONUT] differential between copra and
coconut i.e. while the price of
Source : (Annexure — XXVII) coconut in variably comes down
along with a declining prices of copra, this is not always true when the prices of copra
moves up. There is certain period in a year, particularly between May and June, the wet
months, when the prices of coconut do not move in the same direction of copra prices.
Figure -13)

Yearly Whole sale Price Index of Coconut Oil, Copra and Coconut

200

100 +

Index Value

50 ~
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On examination of percentage difference in yearly wholesale price indices of
coconut oil, copra and coconut shows that an increase or decrease in the wholesale price
indices of coconut oil and copra does accompany similar increase or decrease in the
wholesale indices of coconut also.

6.2.2 Copra Prices Trend : The dried kernel of matured coconut, known as copra, is
commercially classified into edible and milling copra. The edible copra is processed for
the market in the form of balls and cups; milling copra is processed in the form of cups
and chips. According to trade estimate only 40 per cent of coconut produced in major
coconut producing states, Kerala and Tamil Nadu, convert coconut to copra. About 65
per cent of copra, locally produced in Kerala is used by oil milling industry and 35 per
cent is exported to upcountry markets. Though copra is a basic raw material for the end
commercial products, the coconut oil but the ruling price of coconut oil is the yardstick
for determining the prices of copra and coconut in the market.
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6.2.2.1 Prices in International Markets : Analysis of a decade’s price on the
international prices of copra (Annexure-XXVIIl & Figure-14). It has been observed

that the average price of copra was at Figure — 14

$ 434 per tonne during 1997, which Monthly Average Price of Copra in
declined to $ 411 per tonne in 1998. The oo international Market

prices have however, been looking up w00 | e\ RN
since the last quarter of 1998 and the g =00 \\//
average price during January-July, 200

months of the same year, were quoted at 0

$ 484 per tonne. However, the prices o e e soo0 0 e e o
further dipped to $ 201 per tonne during [—— Philindo, Cif Europe]

2000-01. Though, after 2001 there was
some recovery in the international price of Source : (Annexure- XXVIII)

copra and in 2004 increased to about $ 450 per tonne and the trend continued in 2005 ($
471), but again declined to $ 403 in the year 2006.

Analysis of the data on the prices of copra for the quinquennium in four important
Figure — 15 markets of the world viz.,, Java-
Indonesia, Philippines, India and
Srilanka, it was found that the prices in
India and Srilanka were on the higher
side than that of Java in Indonesia and
Philippines. The prices in other two
countries were seen to follow the same

U international trend and were about in the

Vear range with that Cif Europe (Figure-15

—F Diermetional (Gl Burope) 8 Indian jonesia & Annexure-XXIX, XXX, XXXI &

e hibnes XXXI11). While Indian market Source :

(Annexure—XXVI-XXXII) showed the price trend on higher side

compared to the international price, it was even higher than that of copra prices in
Srilankan market.

Yearly Average Prices of Coprain various world markets

1200

1000 -0+
800 .7, .
600 1=
400 {e st

uss

200 H.7.". "¢
0

6.2.2.2 Price in India in relation to prices in Foreign Markets : The prices of copra
in viz., Kochi, Alappuzha, Alleppy, Kozhikode, Manglore, Kangayam markets provide a
fair index of copra prices in India (Figure-16 & Annexure-XXXIV to XXXIX). It
could be observed that the prices in Foreign and Indian markets, generally exhibits a
similar trend. It was observed that the Srilanka market and Indian market showed closed
affinity towards their price trend than the rest of the world market, which more or less
behaved in the same manner. The relative level of prices in these markets changed from
time to time. The prices in Indian markets were slightly higher than the prices of
Indonesia, Philippines and Srilankan markets (Annexure— XXIX to XXXII).
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6.2.2.3 Trend of Prices in India : The fluctuating price trend of milling copra, ball
copra and edible copra in different markets during the period from 1997 to 2006, could
be observed from the figure No0.16, and the data (Annexure-XXXII-XXXVIII), it
would be clear that he prices quoted for Figure — 16
milling copra were below the
Minimum Support PriceS (MSP) in the Yearly Average Pricemoaf”l\lil(ieltlsing Copra in selected
year 1996 and 1998 and the Wholesale

5000

Price Index (WPI) of copra during

January-September, 1998 was 10.4 per || 2822 |

cent lower than the average Wholesale | & |
@

Price  Index (WPI) for the

1000

corresponding  period  of 1997 oL
(Annexure-X1V & XXVII). It was 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006
also observed that the prices of ball Years

copra remained above the MSP, —+—Kozhikode —=— Kochi Alleppey
though the price of coconut fell ——Kanghyan ——Manglore —e—Alpuzha

significantly during the same period.
The copra prices were scaling to move Source : (Annexure-XXXII to XXXVIII)
upwards till the mid of 2000. However, the copra price plunged to lowest during the year
2001, but again recovered from September, 2002 and henceforth the trend was
increasing. Outwardly it would show that the return around in the price of copra in
December, 2001 and the subsequent uptrend during 2002 had been a consequence of
convergence of several factors, both on the supply and demand side. The first being that
the prices of copra, which had been declining since the beginning of 2000, reached
lowest by the end of November 2001. This would be evident from the month end
wholesale prices prevailed in the major market as shown in Figure-16. As a result, the
National Agricultural Cooperative Marketing Federation of India Limited (NAFED), at
the end of 2001 had to liquidate the entire stock it built up from its operations during
2000 and 2001. Secondly, the supply of copra reportedly declined considerably due to
drought during 2002. Apart from reduced supply, the cumulative effect of the
eriophyidmite infestation has reduced the productivity and shrinkage in the size of copra
in the major producing state of Tamil Nadu, Kerala and Karnataka, thus affecting the
price of copra.

It was reported that the harvesting of tender coconut for sale in all these states and
usage of coconuts for manufacturing of diversified product increased significantly.
According to some market observer, resumption in future trading in coconut oil in
October, 2001 helped to push the price of coconut upwardly resulting in increasing in
price of copra which were ruling at very low levels prior to the commencement of the
trading. Further the resumption of future trading in copra in June, 2002 has thus
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strengthened the market. The copra prices which were ruling in the range of Rs.1900-
2600/- quintal during January / October, 2001 stepped about Rs.2000-2500/- in
November / December, 2001 and gradually moved up to about Rs.3600/- quintal in
December, 2002 at Kochi market. The highest price increase in copra was recorded in
the year 2004. The price increased nearly by 115 per cent over the price of 2001. A
sudden crash in prices of copra and coconut oil generally causes heavy loss to copra
manufacturers, trader and coconut farmers. The fall in the prices during 2005-06 of
copra was due to combination of various factors such as, demand, supply, imbalances,
availability of cheaper substitute and introduction of Value Added Tax (VAT). As a
result of imposition of Value Added Tax (VAT), the production cost of copra also
increased in the state of Kerala. The copra purchasers moved from Kerala to the
neighbouring Tamil Nadu state and created an artificial surplus situation, which led to
price crash in other adjoining state in 2005-06.

The market for ball copra produced in Karnataka had relatively better demand
pull. The wholesale price was in the range of Rs.6203/- to Rs.8000/- quintal during peak

Figure — 17 months in the year 2005, which was
_ _ higher than that of Minimum Support
Yearly Average Price of Ball Copra in selected _
markets Price (MSP) (Annexure— XXXIX to
9000 XLI1). The prevailing market prices
oo = | || during the year 2005, showed a
«» 6000 : ial i i

§ 5000 | — = substantial increase over previous year
S 4000 — — prices. Unlike milling copra, the
* 3000 7 ices of ball ined insulated

5000 - prices of ball copra remained insulate
1000 from the prices of coconut oil because
° 1097 1088 1999 2000 2001 2002 2003 2004 2005 2006 it was not used by the miller for
Year extraction. The price of ball copra

[——Kozhikode —=— Tiptur Arisekere remained higher because of stagnation

in coconut production since 2000-01,
Source : (Annexure-XXXIX to XL1I) on account of recurring drought

situation and higher demand for tender coconuts.
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6.2.2.4 Price Variation due to Quality : The ball copra and the best quality of cup
copra are referred as “edible copra’, while all the other qualities of cup copra are
“milling copra”. Ball copra fetches the highest price, while in the cup copra, the edible
qualities commands a premium price  Figure — 18

over the milling qualities, the extent
of premium price paid depends upon
the respective qualities and the supply
and demand situation in different
markets for both types of copra. The
variation in prices of the milling
copra, and the “Dil pass grade™, the
Rajpur grades in different market
given in Annexure- XLII & XLIII,
could be seen from the Figure-18.
The edible grade invariably fetched a
premium, over the milling grade; the
“Rajpur grade” too fetched a higher
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price than the other grade. The

difference between the prices of the Source : Annexure- XLIT & XLI1I

two qualities varied from time to time. When the price trends during 1997 to 2006 were
compared, both grade shared the same trend as that of coconut oil and copra, thus
showing that different factors mentioned above may also influence the price of different

grades in the market.

6.2.2.5 Seasonal Variation in Prices : Seasonal variation in the prices of copra has

Figure - 19 been studied from the data on

qguinquennium average of monthly

e o e et || Wholesale price for the period from

- 2000-05 at Kochi, Alapuzha, Alleppy,

© 110 Manglore, Kangayam and Kozhikode

£ 100 & market and seasonal indices have been

% ° calculated by the ~ method of moving

e | | average (Annexure-XLIV, Figure-

L 19). The copra prices were usually

¥ TS T ¥ above the annual average from October

Months to February and below for the rest of the

—+—Kozhikode —=— Kochi Alleppey year at Alleppey, Alapuzha, Kangayam,

—<Kanghyam ——Manglore —e—Alapuzha Kochi and Kozhikode markets. This
might have been partly Source

(Annexure— XLI1V) due to the fact that copra produced in the monsoon
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months, is of poor quality, copra crushing activities get stacked and exports become
slower due to rains. It has also been observed that the prices were increasing steadily
from May-June onwards and reaching the peak in December (7 to 11 per cent above the
annual average). This was followed by a precipitated fall in January (5 to 9 points in the
index) and further declined in the subsequent months reaching the minimum in April-
May (5-7 per cent below the annual average). Though all the above markets had showed
similar trend in seasonal variations, some market to market variation was also observed.
In case of Manglore market the increase in price indices differ from the other markets.
The annual average index increased from November and maintained upward trend till
May. The price index dropped in May and continued till September and regained the
annual average index in October. The variation between the maximum and minimum
price index was about 7 to 8 per cent in the Manglore market. (Annexure- XLIV,
Figure-19)

6.2.3 Trend of Coconut Oil Prices : The price of coconut oil is influenced by its
supply and inelastic demand. The other factors such as end users of entire coconut oil
and their responsiveness to the prevailing prices, supply of other major vegetable oils
viz., palm oil, soybean oil, rapeseed oil and sunflower oil, dominating the world market
and lastly the different policies of Government from time to time do have bearing on the
price determination process of coconut oil. As such, the coconut oil is over priced in
both, domestic and word markets as well.

6.2.3.1 Prices In International Markets : Coconut oil is an important commercial
product of coconut traded with world wide demand and the price of coconut oil moves in
Figure — 20 close sympathy with that of
Comparision of Prices of Coconut oil with Other Vegetable Oils other Vegetable oil (AI’]I’]GXU re-

(Us $ Per Mt, Cif Rotterdam, Melay, US) XLV, figure—ZO). The coconut
I industry is always susceptible
to the pressure from low price
) oil seeds prices and increased
IH R 8 o availability of cheap oils like

1200

800 -

Uss

000 | .
oo0 ||
] d HI palm and soybean oils.
1 ]H Coconut oil being the source of
19057 1907-00 1996:90 1996.00 0001 200102 200209 2008:04 200405 206 200607 caprelic capric, Lauric acid and
vear myristic acid, which are
| Soyabean B Cotton O Sun seed O Peanut M Palm @ Conola B Coconut O Corr] considered as important items
for industrial application and
Source : (Annexure- XLV) always enjoys a premium
price. However, advances in petro-chemical engineering have restricted the growing
industrial demand for coconut oil, instead cheap benzene substituted it in the detergent
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industry. From the analysis of a decade’s data on the international prices of coconut oil
(Annexure-XLVII, Figure-21) and the annual average prices of selected vegetable oil
Figure - 21

International Price of Coconut (1997-2006) for the same periOd (Annexure—XLVI), it
(US $ per MT) could be observed that the international prices

800 of all vegetable oils were moving in an
600 ‘_’/\\ //‘\*\* oscillated manner with annual fluctuation. It
400 ~—" was observed that coconut oil had slipped
200 more sharply in the years 2000 to 2002 and
the fluctuation in the coconut oil prices were
shaper than other vegetable oils, except that of
palm oil which also declined sharply in the

Rupees

1997 1998 1999 2000 2001 2002 2003 2004 2005 2006

Year

—+—Price of Coconut Gil international market, thus affecting the
economy of many countries in Asia Pacific
Source : (Annexure-XLVII) regions. The declining trend continued till the

beginning of the year 2002, however, in the mid of 2002, the price witnessed recovery in
the international market. This decline in prices was attributed to a significant increase in
the supply of coconut oil from the Philippines and Indonesia and large stock of palm oil
as a result of with low demand from India and China. The unpredictable high and low
price on account of erratic price behavior of coconut oil, coupled with the availability of
substitute oils have been found responsible for the reduced use of coconut oil in soap
manufacturing industry which also cast its shadow on the overall price structure of
coconut oil.

Traditionally, the coconut oil enjoyed premium price over other oils, but during
2000-04, there has been significant change in the price structure of other oils, as a result
the advantage of being a premium oil deteriorated progressively. The golden era of
coconut Oil in the world market in terms of price during 1980-85, was the thing of past,
when annual average price was the highest ever at US$ 895/MT, moving within a range
of US$450-US$1080 (Annexure-XLVIII). The decline in coconut production in
Indonesia caused by the drought in 1982-83 and a significant rise in consumption in the
world market, as well as by impact of bullish prices of other oils were the reasons
attributed to this loss to the coconut oil industry. Since, the onset of significant
improvement in supply of Palm kernel oil in 1985-89, fluctuations in prices have
however been tempered, though some radical spikes in prices were still experienced
intermittently, particularly with average level of US$696 in 1995-99, due to
simultaneous lack of production of both Palm kernel oil and coconut oil brought about
by severe El Nino in Indonesia and the Philippines, and even Malaysia, in 1998-1999.
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Table No.17

International Price of selected Vegetable Oils (Quingquennial Average)

(Price : US $ per metric tonnes for the period from 1980-81 to 2004-05)

Sl Year Soyabean Palm Oil Sunflower Palm Coconut
No. oil Dutch Phillipines/ Oil Cif Kernel Oil | Oil Cif
Fob Indonesia Cif Rott Europe Cif Europe | Europe
1. | 1980-81 to 563 564 607 695 718
1984-85
2. | 1985-86 to 418 361 437 437 462
1989-90
3. 11991-92 to 497 405 565 488 492
1994-95
4. |1995-96 to 544 546 550 684 693
1999-00
5. | 2000-00 to 466 373 594 408 460
2004-05

Analysis of the Quinquennial average prices of coconut oil and selected vegetable
oils in the international market recorded during past five Quinquennium ending 2004-05
Figure — 22

WBHYMT

Quinquennnial Average Price of Selected

Vegetable Oils (1980-81 to 2004-05)
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Source : (Table 16)
the period ending 1999-2000. The reason attributed to this dramatic fluctuation was
improved supply of palm kernel oil and coconut oil. When the total world production of
coconut oil during the corresponding period was at the peak level of 3.42 million M.T.
and that of palm kernel oil was also improved to 6.95 per cent per annum during the
same period, which had depressed the prices down to US $ 492 per M.T. during the
period ending 1994- 95 in respect of coconut oil, and US $ 405 per M.T of palm kernel

shows the direction and speed
of prices in the long run during
the marketing years (Annexure
—XLVIII). It has been observed
that the prices hit the lowest
during the Quinquennium ending
1989-90 (US $ 462 per M.T.)
and 2004-05 (US $ 460 per
M.T.) compared to the
corresponding prices prevailed at
the peak i.e. US $ 718 per M.T.
during the period ending 1984-
85 and US $ 693 per M.T. during
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oil. Prices of other major vegetable oil were bearish as well, compare to the
corresponding prices during the same marketing year.

The world production of vegetable oils is dominated by soybean oil, palm oil,
rapeseed oil and sunflower oil. In the last five years the soybean oil grew at 28 per cent,
palm oil at 45 per cent, rapeseed oil 29 per cent and sunflower oil at 24 per cent. The
palm oil production has surpassed the production of soybean oil to become world’s
largest oil on account of high productivity of the palm oil crop in South East Asian
countries. But the growth of coconut oil during the same period was reported to be 0.46
per cent only in the world market. The productivity of coconut in the coconut producing
countries all over the world is not enough to compete with productivity levels of
competing oil seed crops like palm kernel oil, which is often considered as substitute for
coconut oil. The global production, trade and price scenario of coconut oil also has been
witnessing certain erratic trend and indeed was on a roller coaster in the recent past. This
phenomenon might possibly be due to a more volatile price behavior of competing
substitutes like palm oil in the world trade that highlight the prevailing uncertainty of
coconut sector in global perspective as well. Since the behaviour of coconut oil price is
relatively dependent on over all supply of oils and fats, the coconut oil is loosing its
premium position in the vegetable oil trade to other oils. However, due to special
characteristics of coconut oil, it has a minimum level of demand below which the
coconut oil market moves independent of general oil seeds and fat market. When supply
fluctuates around this inelastic level, considerable difference in price may occur.

6.2.3.2 Prices In India In Relation To Price In International Markets : When the
average price of coconut oil at Kochi, Alapuzha, Kozhikode, Kangayam for a decade
ending 2006 was compared with Figure — 23

the average price of Cif

ROtterdam’ It WaS Observed AVERAGE ANNUAL PRICE IN INDIAN AND INTERNATIONAL
that (Annexure_ XLVI I_ MARKETS OF COCONUT OIL

. . 2500
XLIX, Figure-23) the price of

coconut oil has always been 2000 | 1265

much higher in India than in
the International market l

233

1500 A

because of inclusion of the 10001 657

coconut oil in the list of o WW
restricted items of imports.

The world pI’iCG of coconut oil ’ 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006
declined to US $ 657 and $ YEARS

659 per tonne in 1997’ 1998 ‘—O—Ineter. Average. —l— Indian average‘
respectively and had increased

to $ 766 per tonne during Source : (Annexure-XLVII-XLIX)
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(January-July), 1999. The international scenario of the price of coconut oil when
compared to the domestic market during the same period, it was about 60 per cent higher
than the international prices. However, during 2001-2005 the international prices and
Indian prices didnot show much of the difference and the trend was same in both the
markets; though the prices remained over all higher in the Indian markets than that of
international market.

6.2.3.3 Trend of Coconut oil Prices In India : India produces about 4.5 lakhs tones of
coconut oil which is equivalent to about 6.9 lakhs tonnes of milling copra. It has been
reported that out of all coconut producing states, Tamil Nadu and Kerala accounts for 90
per cent of coconut oil production in the country. The average annual prices of coconut
oil in different markets of the country during 1997 to 2006 would indicate the prices
trend prevailed in the coconut oil markets (Annexure—-XLIX to LIII). According to an
estimate 40 per cent of the coconut produce is used for production of oil for direct
consumption and cosmetic purposes. The usage of coconut oil as a cooking medium is
confined to Kerala. It has been estimated that the overall demand for coconut oil as a
cooking medium has only increased by about one per cent per annum. About 1.6 lakhs
tonnes of oil is being used annually for direct household consumption and about two
lakhs tonnes of coconut oil per annum is used for non household purpose, such as
manufacture of hair oil, cosmetic and medicinal preparation and associate industrial
consumption.

The coconut oil prices are decisive factors in determine the price of copra and
coconuts. It has been observed that Kerala being coconut consuming state, coconut
prices are controlled in the wholesale markets of Kochi and Kozhikode in the state. It has
been observed since long that the prices of coconut oil always fluctuate, prices of
coconut oil has no relation between the movement of prices during the season and off
season sale in the wholesale market. The frequent, wild and wide fluctuation in coconut
oil prices during the season and off season upset the economic of all these stake holder
involved in the marketing channel of coconut oil. The high price of coconut oil has
widened the price gap between other edible oils. The palm oil and palm kernel are
principle substitute of coconut oil. The former competes with coconut oil in the edible
oil segment and later in the non edible oil segment. Limited consumption base of the
edible coconut oil and erratic prices situation in coconut oil market has led to a shift in
demand for cheaper vegetable oils, available plenty in the market. The palm oil prices
are globally cheaper than other major edible oil and they not only dominate the Indian
import scenario but also trend to transmit price signal to domestic edible oil and oil seed.
The traders opined that this shift in consumption pattern to cheaper vegetable oil would
result in a slump in demand and draw in price of coconut oil. Further, Kerala, no longer
holds the number one position as larger producer of copra in the country, but the
neighbouring state of Tamil Nadu has emerged as the consequent largest producer of
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coconut, which has resulted in an ease in coconut oil prices in the wholesale market of
Kochi. It would thus result in narrow gap in demand and supply in the southern coconut
sector in times to come. The price gap might not show a noticeable upward trend during
the lean period in Kerala, as demand might not improve in the face of increase
production in Tamil Nadu state and large scale import of edible oil in the country. The
average annual prices of coconut oil in different markets of Kerala and Tamil Nadu
during 1997 to 2006 (Annexure—XLIX to LII1) indicates the trend of prices of coconut
oil prevailed in the country.

The prices of coconut oils in India showed a declining trend from 1997 to 1998,
which again increased in the year 1999. The average price of coconut oil which was
found to decline by 10.1 per cent, from Rs. 5259 in 1997 to Rs. 4403 in 1998, had again
Figure — 24 started rising during 1999. The
average wholesale price indices

Wholesale Prices Indices of Coconut Oil

(1997-2006) (Annexure-LIV-LV, Figure-24) of

100 coconut oil which had declined by
170 ,\\ 10.1 per cent frohm 146.1 in 1997 tg

& 150 131.4 in 1998 have again gaine
5 130 SN // - during 1999. The index has risen
glgg ~ from 133.7, in January, 1999 to
= 143.4, in April, 1999. Afterwards,
50 — though the index has registered a

5 8§ 8 8 8B 8 8 8 8 8 || striking decline, it has again gone up

Year to 1433 in  August, 1999

(Annexure-LIV-LV). During
January-August, 1999, the month
Source : (Annexure-LIV-LV) end wholesale prices of coconut oil
were reported in the range of Rs.5000-5900 per quintal at Kozhikode market and
Rs.5000-5800 in Kochi market. The price had risen from Rs.4978 in January, 1999, to
Rs. 5565 in April, 1999. Afterwards, though the prices had registered a slight decline, it
had again gone up to Rs.5888 in November of 1999. The reason for higher price ruling
in all the major markets (Annexure—XLIX-LI11) during 1999 was attributed, mainly to
a reported decline in the production of coconut and copra. Coconut oil price was much
higher in India than the international markets (Annexure-XLVIlI & XLIX) and is
possibly that was because, in 1999 both copra and coconut oil were on the list of
restricted imports. However, India having lost its case for continuing with quota
restriction in WTO, the effect of competition from abroad was felt more than anticipated
earlier.

—e—indices
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The coconut oil prices fell by over 24 per cent during 2000, followed by a further
fall of 12 per cent in 2001. The wholesale Figure — 25

price index of coconut oil, however, R A AL PRICES O COCOMT 1L ATHOGH ALEFPY KOPIKODE
staged a sharp turn around in December, TR

2001 and registered an average increase 0000

of about 12 per cent || s

during 2002 (January-October).The || =i | ax = e
month end price of coconut oil, which || & s+ M{\ A o
ruled the markets in the range of || 2883 b o
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3400 in KOZhikOde, Rs. 2800-3000 in —e&— Kochi Market —:iit’-\leppeymarket

Kochi market, and Rs.3100-3600, in Kozhikode market *_Kangayam
Kangayam market, spurted to Rs.3400-

3750 and Rs.3650-4160 in November— Source : (Annexure—XLIX-LIII)

December, 2001, respectively, in the above markets. However, with some initial
hesitancy, the price of coconut oil gradually moved up during 2002 and the average price
quoted in October 2002 was Rs. 4637 in Kochi market, Rs.4600/- per quintal in
Alappuzha, Rs.4800/- in Kozhikode and Rs. 4800 in Kangyam market. The monthly
average market price of coconut oil in wholesale markets of Allapuzza, Kerala in 2003
ruled at Rs.6250 per quintal. The average index number of wholesale prices for coconut
during January-September, 2003 was 140.7 (Annexure — XLIX to LI11).

One of the reasons attributed to the above spurt in prices was the resumption of
futures trading in coconut oil in October, 2001, under the first commodities Exchange of
India Ltd., Kochi, after a gap of 3 decades. Secondly the net import of coconut oil,
despite very low international prices as compared to domestic prices, has been
insignificant in terms of volume in recent years. Apart from high tariff of 85 per cent,
coconut oil continued to remain a canalized item, to be imported only through an
authorized State trading organization. However, net import levels ofabout 9 thousand
tonnes in 2000-01 and 24 thousand tonnes in 2001-02 had also not materially affected
the supply situation of coconut oil. Thirdly, the industrial demand for coconut oil has
considerably been shifted to other vegetable oils, especially palm kernel oil in the sector
such as paints, soaps and detergents.

The price of coconut oil during 2004 also ruled above last year’s level. The
wholesale price index fluctuated between 166.3 and 175.7 during January-July, 2004.
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The average wholesale price index of coconut oil is estimated at 162.8 and 174.6 in the
peak season of coconut and 170.7 in July, 2004 were higher by 21.1 per cent, 28.8 per
cent and 23.8 per cent than in the correspondence months of 2003. The prices of
coconut oil have been reported in the range of Rs.5900-6800 per quintal during peak
period (January-May) and Rs.6975 in August at Kozhikode, Rs.5800-6500 during lean
period and at Alappuzza, Rs.6950 in August and Rs. 5800-6500 during peak period and
Rs.7025 in August at Kochi in Kerala. The import of coconut oil despite very low
international price (Rs.30447 metric tonnes), as compared to higher domestic price of
Rs.81249 per metric tonnes in Tamil Nadu and Rs.63906 in Kerala. The average index
number of Wholesale Prices Index (WPI) of coconut oil, with 1993-94 as base, recorded
at 172.8 during first seven months (January-July) of the year 2005 was marginally higher
than Wholesale Prices Index (WPI) of 172.6 during the corresponding period of the
previous year. The Wholesale Prices Index (WPI) of coconut oil during different months
of 2005 also revealed a similar trend as that of copra. The Wholesale Prices Index
(WPI) after remaining higher than the last year’s level by 9.2, 11.2 and 3.6 per cent
during January, February and March, fell below the last year’s level by 0.9, 6.3, 6.4 and
8.5 per cent in April, May, June and July, 2005. In consonance, the month end
wholesale prices of coconut oil remained higher than last year’s, level during first two
months (January and February) at Kozhikode, Alappuzha and Ernakulam in Kerala.
(Annexure- XLIX-LV)

The agricultural trade liberalization is apparently swinging the market equilibrium
against the interest of coconut oil prices. The import of cheaper vegetable oil with low
incidence of duty and more specifically to the import of palm oil and palm kernel oil has
increased the availability of cheaper substitutes for coconut oil. This has depressed the
demand for coconut oil, imparting its price in the market. The palm oil being cheaper
than other edible oils dominates the import basket of edible oils. The imports have
increased more than fifteen folds from 3.46 lakhs tones to 52.90 lakhs tones.

It has been reported that there has already been a consumption shift to cheaper
vegetable oil due to price advantage among the lower income strata of the society in
Kerala. Though, the Government authority had again increased the import duty from 65
per cent to 80 per cent for crude palm oil and crude palmolein, from 75 per cent to 90
per cent for RBD palm oil, RBD palmolein and other palm oil, but the gap between the
price of cheap imported substitutes and domestic produce still remained wide.
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6.2.3.4 Seasonal variation in prices : The production and consumption pattern during
various season in the country always affects the price structure of all the agricultural and
horticultural produce. The analysis of data on the average monthly wholesale prices of

Figure — 26 the Quinquennium 2001-
Seasonal Indices of Coconut Oil Prices for the Quinquennium 2001-05 2006 in respect of KOChi,

115,00 Alleppey, Kozhikode and

Kangayam market has
also revealed the
seasonality in coconut
oil prices (Annexure-
LVI & LVII, Figure-26).
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December. The main
reason attributed for the
Source : (Annexure-LVI- LVII) decrease is the peak
production period of coconut and copra. The increase of prices of coconut oil during
September to December is on account of shortage of raw material and the peak price
increase is due to the highest seasonal demand for coconut oil during the festival period
as there are different festivals like Onam, Deepawali, X’mas and New Year, when the
demand of coconut oil is at the maximum.

6.2.4 Coconut Oil Cake Price Trend : Oil meals are a rich source of proteins and are
used as cattle feed all over the world including India. Oil meals are obtained after the
extraction of oil from oilseeds whether by expelling or solvent extraction. Oil meals
from India are exported across the world in view of the heavy demand from many
developed and developing countries, as an ingredient of animal feed, where animal meat
consumption is high. The animal gains weight by eating more proteins through the oil
meals, which results in higher yield of meat per animal.

Coconut oil cake/meal is the residue left after extracting oil from copra. The yield
of coconut oil cake may be reckoned to vary from 33 to 36 per cent of the copra.
Traditionally it is used as cattle feed. The most important qualities of coconut oil cake as
observed by the farmers are its palatability to the animals and better results in terms of
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milk production as well as the improved quality of butter and ghee. Coconut meal is fed
mostly to dairy cattle. Though it is comparatively a moderate protein (20% to 22%)
source, it is highly palatable and its protein has a very high biological value. The copra
meal produces firm butter of exceptional quality if it is used in cattle feed preparations.

The dominant factor that affected copra meal market was the situation of other oil
meal, a surplus meal production especially, soybean meal and sunflower meal and
sluggish demand for oil meals from Asian countries. The market for oil meals in Asian
countries is still affected by monitory and economic crisis. It resulted in eroding
purchase power and decline in demand for meal. As oil meals are used as animals feed
and when the demand for oil meals decreases, the prices too decline. As the soy meal
being leader in oil meal sector, it brings bearish sentiments to other oil meals including
copra meal. In addition, the supply of copra meal from Indonesia and the Philippines
also a ffects the price of coconut meal in world market.

6.2.4.1Prices in International Market : The price of coconut oil cake was found to be

Figure — 27 in tandem  with that of
International Yearly Prices of Coconut Oil Cake international price of coconut oil
(Cif Hamburg) and copra. It has been observed
140 that the price of coconut oil cake
130 - which was about US $ 127 in 1997
120 - followed a recessive trend and
21;2 decline to about US $ 87 in 2000.
% | However, in 2001-02 the prices
80 gained some margin but in the
70 T T T year 2004 and 2005 again dip to
1997 1998 1999 2000 2001 2002 2003 2004* 2005* 2006 i
Vear US $ 85 & 86 respectively.
However, the price showed
\—*—Price of Coconut Oil Cake \ upward trend in the year 2006. It
was observed that the international
Source : (Annexure-LVIII) price and Indian Price for coconut

oil cake followed similar trend (Annexure — LVIII, Figure-27).

6.2.4.2Trend of Prices in Indian Market : The average price of coconut oil cake, in
1997 was above Rs.793 per quintal at Figure — 28
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markets, respectively. Thereafter, the prices showed a downward trend and almost fell
down to Rs.706 in Kozhikode market in the year 2001. During 2002, Source
(Annexure— L1X)

however, prices showed some increase and the trend continued till the end of 2004.
However, after 2004 the price once again showed recessive trends (Annexure—-LX, LXI
& LXII, Figure-29).

6.2.4.3Comparison of Prices in different Market : The comparison of yearly average

Figure — 29 prices of coconut oil cake
_ _ _ prevailed in the important

Yearly Average Price of Coconut Oil Cake at different R .
Markets in India markets viz; Kochi, Alappuzha

1500 o - and Kozhikode show that the
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market were generally higher
Source : (Annexure- LX to LXII) than those at Kochi and
Kozhikode markets.
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6.2.4.4Seasonal Variations in Prices : The analysis of the data on the price of coconut
oil cake for the quinquennium ending Figure — 30
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and the minimum range in particularly difference was above 3 to 13 per cent
(Annexure- LXII1, Figure-30).

6.2.5 Minimum Support Price (MSP) : The Minimum Support Price (MSP) with a
guarantee to purchase the copra at a pre-determined price for coconut was introduced in
1986. NAFED at the national level is the sole agency involved in the operation of MSP
through primary cooperative at the grass root level for procurer of copra (Annexure —
LXVII) show the per cent variation between the wholesale price and the Minimum
Support Price. From the table, it is clear that in the last decade the wholesale price of
coconut was found to be on the higher side than that of the Minimum Support Price.
Though seasonal variation can be seen, however, during 2000-2002 and 2006, the
wholesale price was seen less than that of the MSP otherwise, in all other years the
wholesale price was on the higher side of the price and was maximum during 2004.
Thus, the growing trend towards physical construction renders the MSP for copra
economically on infeasible proportion on account of heavy base. Though it was
essential to implement the programme to safe guard the coconut farmers from market
risk particularly during peak production.

6.2.6 Price Spread : Assessment of the efficiency of different marketing channels is
carried out by studying marketing cost and margins and producer’s share in consumer’s
price. It intends to find out the scope for improvements of various marketing functions
so that the farmers get remunerative price for their produce and consumers get produce
at reasonably fair price. The cost & margin is studied by concurrent method in which
the prices prevailing at successive stage of marketing are compared at particular point of
time. (ANNEXURE-LXI1V) (D. Behera et al., 1998)

Table N0.18

Marketing Cost, Margins and Price Spread of Coconut in
Requlated and Unregulated Marketing Channels

Particulars Channel-I Channel-IlI Average
Regulated Market Unregulated Market

A. Producers share in 53.64% 51.55% 52.59%
Consumers Rupee. Rs.2145.67 Rs.2063.33 Rs. 2104.59

B. Marketing Cost. 17.93% 17.91% 17.92%
Rs.717.23 Rs.717.10 Rs. 717.16

C. Marketing Margins. 28.43% 30.54% 29.48%
Rs.1137.10 Rs.1222.27 Rs.1179.68

D. Consumers Price. 100% 100% 100%

Rs.4000 Rs.4002.67 Rs. 4001.33

In a study conducted on price spread and marketing cost and margin of coconut
trading in the regulated and unregulated marketing channels of Orissa it was observed
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that the average producers’ share was 53.64 per cent in case of Sakhigopal regulated
marketing channel and 51.55 per cent through unregulated marketing channel. Where as
the marketing cost in both the channels was almost the same i.e. 17.93 and 17.19
respectively. The total trade margin was more 30.54 per cent in unregulated markets
than in regulated (28.43 per cent). However the average consumers price was almost
same for both the marketing channel Rs.4000 per 1000 nuts and Rs.4002.67 per 1000
nuts in unregulated marketing channel.

In an another survey conducted in central Kerala, it was observed that Coconut
are marketed through different channels viz.

Producer — Copra Maker — Oil Miller > Wholesaler —» Consumer.
Producer — Oil Miller — Wholesaler — Retailer — Consumer.

Producer — Oil Miller —» Consumer.

Producer —» Itinerant Merchant — Wholesalers — Oil Miller — Retailer
— Consumer.

A oA oA

However the most predominant channel had been the producer—Copra
Maker—Oil Miller— Wholesaler—->Consumer in the Kerala State. It was observed that
the price realized by the farmers was Rs.310/- per 100 nuts and price paid by consumers
for the same was Rs.512/- per 100 Coconuts. (Table No.19) implying a price spread was
Rs.202/- per 100 nuts.

Table No.19

Margins and Costs of various Intermediaries for Coconut Marketing
in Central Kerala

SI. No. Rs. Percentage
i) Price received by Farmer 310.33 60.58
i) Price received by Copra maker. 415.25 81.06
iii) Marketing Cost of Copra Maker. 33.60 6.56
iv) Price realized from by products by copra maker. 9.53 1.86
V) Net Margin of Copra Maker. 80.85 15.78
Vi) Price paid by Wholesaler. 431.00 84.14
vii) Marketing Cost of Qil Miller (Milling) 16.00 3.12
viii) Price realized from by products by Oil Miller. 25.25 4.93
iX) Net Margin of Oil Miller. 25.00 4.88
X) Marketing Cost increased Wholesaler. 00.50 00.10
Xi) Price paid by retailer. 459.00 89.60
Xii) Net Margin of Wholesaler. 27.50 5.37
Xiii) Marketing Cost incurred by retailer. 2.12 00.41
Xiv) Net Margin of retailer. 51.13 9.98
XV) Price paid by Consumer. 512.25 100.00
XVi) Price Spread. 201.92 39.42

Source : Journal of Tropical Agriculture
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The study reveled that the producer’s share in Consumer’s rupee was 61 per cent
of the price paid by the end consumer and the price spread was 39 per cent. (Santosh

et.al., 2004)
CIHIAPTER - WIT

COCONUT PRODUCTS /BY PRODUCTS: UTILISATION AND
DIVERSIFICATION

7.1 Major coconut production in the country primarily is in demand from consuming
states for traditional products viz. matured nuts, tender coconut water, coconut oil,
desiccated coconut, oil cake and coir products. Nearly 90 percent coconut production is
directed for traditional use in domestic markets. The most important traditional
commercial product traded in the country has been the coconut oil. Therefore, the
demand and supply of this single coconut product determines the price of raw coconut.
Moreover, the market share of coconut oil both in domestic and export market is
declining due to tough competition, especially from palm and soybean oil prices.
Diversification efforts made by coconut oil industries have yielded limited success. In
the process of diversification and product development, to bring new coconut products in
the market, strategic market research is essential. Besides, coconut oil and oil cake, the
coconut processing industry traditionally has been confined to copra production,
manufacture of desiccated coconut, coir and coir products only. Because, the coconut
processing sector remained confined to these traditional products, it has been observed
that inspite of commendable achievements made in enhancing the production and
productivity of coconut, the processing sector could not make much progress in the
direction of diversification and value addition to coconut products. The processing
determines effective utilization of harvested produce and the quality of the end product,
which ultimately affect the consumption and acceptance of the product.

7.2  However, with the advent of modern technology and for faster development of
coconut sector in the country, product diversification, value addition and byproduct
utilization have gained importance, to create demand for new products and byproducts in
domestic market, and to ensure their supply throughout the year. Further, the cost of
production of the traditional coconut products in the country has been so high that price-
wise, the Indian coconut products are less competitive in global market. Its contribution
to export market has therefore been insignificant except the coir and coir products.

In the process of diversification and product development, more than 50 value
added coconut products have been developed in Asian and Pacific Countries for
domestic as well as export market. Though actual data about these products could not be
obtained, some of the important products which have received consumer acceptance in
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the country are coconut cream, coconut milk, coconut water and nata-de-coco which has
also gained expanded market in Philippines and Indonesia. Pre-packed tender coconut
water in sachet is produced by number of countries and has gained popularity.
Philippines is even producing and exporting coco-chemicals viz. fatty alcohol, fatty
acids. These products could be promoted for wider and global acceptance through
concerted efforts and aggressive market strategies by APCC countries.

7.3 InIndia, product diversification of coconut was accelerated in late nineties due to
sustained efforts made by Coconut Development Board by employing technology
development through reputed Research Institutions in the country. The marketable value
added products includes packed tender coconut water, coconut milk and milk based
products, coconut chips, coconut based dairy products, desiccated coconut, coconut
water based products, snowball-tender-coconut, vinegar, coir based products, coconut
shell and coconut wood based products. Other products, which are being subjected to
research and development, are organic food, oleo chemical, bio-diesel, bio-lubricant and
cosmetics.

Some of these products viz. coconut milk, coconut cream, spray dried coconut
milk powder, vinegar, packed tender coconut water, snowball-tender- coconut and
virgin-coconut-oil have been produced on commercial scale. Besides, coconut biscuits,
coconut chips, coconut based sweets and coconut chutney like traditional convenience
products, using indigenous technology were already in the market. The Government of
India, through the Coconut Development Board made strategic efforts and motivated
entrepreneurs industrialist and artisans to exhibit their products in national and
international trade fairs and exhibitions, to get better access to up country markets.
Coconut shell and wood based products viz. handicrafts and utensils certainly have
aesthetic utility and value. It has been observed that these products have good demand
for export too.

7.4  Tender Coconut : In the development process of coconut, about 12 months
Plate — 18 period lapses between the emergence of inflorescence

1 and complete maturity of the fruits and at one point of
time palm carry 12 or more bunches of coconut at
successive stages of development, each representing
growth interval of about a month. In the development
process the fruit reaches it maximum size normally in
the 6 months and filled with nut water through out
this period. The water of tender coconut is technically
: called as liquid endosperm. The kernel starts forming
Packed Tender Coconut water as a thin soft layer in 6 months and increases in its
hardness and quantity till the end of maturity. With the increase in thickness of kernel
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the internal cavity gets reduce in size and decrease in quantity of nut water as the nuts
ripen. The chemical composition and volume of nut water changes during maturation.
The coconut water plays an important role in bio-synthesis of fat in the kernel and also
in the development of germination of the nuts.

Maximum volume of water has been found in 6™ month old nuts as reported from
many coconuts growing states. The immature nut of three months old contains small
quantity of water and maximum is found in the eighth months, there after, there is sharp
decline in water content as the nut ripens. The water of tender coconut is the most
nutritious, wholesome beverage that nature has provided. It has calorific value of 17.4
per hundred gms. with the normal PH between 4.9 and 5.2.

Sugars are important constituents of tender coconut water found in maximum
concentration of about 5 to 5.5 percent in early months of maturation and slowly reduces
to 2 percent at the stage of full maturity of nuts. In early stages of maturity glucose,
fructose and sucrose are found in the coconut water. In the fully matured nuts
approximately 50 percent of total sugar is sucrose. The composition of total sugar,
reducing sugar and non-reducing sugar in tender coconut water, vary from variety to
variety and from place to place, even at the same stage of maturity.

The tender coconut water contains most of the minerals such as potassium,
sodium, calcium, phosphorous, iron, copper, sulphur and magnesium. The tender
coconut water being rich in potassium and other minerals is of immense the rapeutic
value as di-uretic and is considered curative for hypertension. It is rich in vitamin C
(ascorbic acid) content and other vitamins of ‘B’ (Annexure-LXIX) group. Tender
coconuts are plucked, transported and sold in natural form which involves lot of
transportation cost due volume of the nuts so the answer lies in value addition and
establishment of processing units for manufacture of pre-packed coconut water in
consumer packs.

7.4.1 Snow Ball Tender Coconut : The snow tender kernel of tender coconut is a
delicious dessert. Traditionally, the kernel of tender coconut is sometimes consumed
after drinking the water by the consumer or Plate — 19

else the ball is thrown away. The tender
coconut water along with tender coconut
kernel without husk is produced and
named as snow ball tender coconut. It is
the tender coconut without husk, shell,
and testa which is in ball shape and white
in colour. This white ball contains tender
coconut water which can be consumed by
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just inserting a straw through the top white tender coconut kernel. Coconut of 8 month of
maturity is considered suitable for making snowball tender coconut. Snow Ball
Tender Coconut

The snow ball tender coconut can be individually packed and refrigerated under hygienic
condition, thereby increasing the shelf-life of this product, the snow ball coconut can be
stored for prolonged period and sold as ready to serve product.

7.4.2 Egg Coconuts : Eggs coconut referred to a form of product derived from tender
coconut where a whole around soft kernel is pulled out from its shell with tender water
Plate — 20 intact in it. Generally the small sizes of older bunch of tender
nut are used to make egg coconut and this generally
correspondto 8 to 9 month’s old fruits. In Malaysia the
commercial processor of egg coconut usually harvest the
Malayam Yellow Dwarf variety because the husk shell of MYD
Is softer and the nuts are smaller in size and easier to process.

Egg Coconut
7.4.3 Pre Packed Tender Coconut Water : Tender coconuts from the producing area
are transported and sold in their natural form involving a lot of transportation cost due to
volume of the material. Moreover, life of tender coconut water in the nut is short and
can not be kept for long duration. The shelf life of the tender coconut water can be
increased by packing it in flexible pouches or in alluminium beverage containers. The
optimum age of tender coconut for this purpose is around 6 months as tender coconut
water attains it optimum level of quantity and quality in respect of flavour, taste and
yield. The characteristic flavour of tender coconut water is contributed by heat sensitive
sugars and hence and partial heat treatment combined with preservative is employed.
The flavours of the tender coconut vary, in accordance with the agro-climatic conditions,
irrigation, nature of soil and level of fertilizers applied. Therefore, to obtain a uniform
taste some of the sweetening agents are added to bring it to the optimum level and
acceptability. The pre packed tender coconut water is well acceptable upto a period of 3
months under ambient condition and about 6 month under refrigerated conditions,
without any change in the flavour. The flavour retention is better in case of cans than in
flexible pouches.

7.4.4 Bottled Coconut Water : Matured coconut water can be marketed as natural soft
drink if preserved and packed in bottles as non-carbonated beverage. The process
involves collection of water, up-gradation, pasteurization, filtration and bottling. The
coconut water collected from copra processing units is immediately filtered through a
clean cheese cloth. Initial filtration at the collection centres reduces the bacterial load in
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the water. The pH of the coconut water is adjusted to 4.2 with citric acid and 0.1 — 0.15
per cent sodium citrate as the salt reduces the bitter taste that may develop on addition of
citric acid to stabilize the acidic pH. Sodium chloride at the concentration of 0.01 to 0.05
per cent found to have improved the taste in some formulations. The total soluble solid
content is adjusted to 8-10 per cent with refined sugars. Sodium benzoate is also added
@ 0.05 per cent to increase the shelf life. The formation is immediately pasteurized at
94°C for 25-30 minutes. Excessive heat treatment is avoided as it imparts cooked flavour
to the product. The protein starts coagulating at 70°C at this stage; rigorous agitation is
also avoided in order to prevent disintegration of protein coagulation into fine particles.
After pasteurization, the formulation is passed through a pressure filtration mechanism
and the filtered product is filled in sterilized bottles and sealed, when the temperature of
the product in the bottle ranges between 72°C to 75°C. The bottled coconut water can be
stored for three months at ambient temperature without spoilage.

7.45 Coconut Vinegar : Coconut water can be converted into vinegar by using
vinegar generator assembly which comprises a feed vat, an acidifier and a receiving vat
for collection of vinegar. The mature coconut Plate — 21

water consisting of about 3 per cent sugar
content is concentrated to 10 per cent level by
fortifying with sugar. The fortified coconut
water is then fermented by inoculating the
solution with Sacchaaromyces cerevieae.
After alcohol fermentation is completed for
about 4-5 days, the clear liquid is siphoned
off and inoculated with mother vinegar
containing aceteobacter bacteria. The
alcoholic ferment obtained is then fed into
vinegar generator where it is uniformly
sprayed over the surface of the porous packing Coconut Vinegar

medium (corn cobs). At this stage the alcoholic ferment is oxidized to acetic acid. The
product is recycled into vinegar generator and the process of acidification is repeated
until strength of 4 per cent is attained. This acidified vinegar is then aged before bottling.
Vinegar is used as preservative in pickle industry and flavouring agent in many food
products. It has been reported that the natural coconut vinegar enjoys consumer’s
preference over synthetic vinegar when available in the market.
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7.4.6 Nata—de—Coco : It is a gelatinous dessert delicacy produced by action of bacteria
Acetobacter, xylinium in culture medium of matured coconut water. The culture solution
Plate —22 is prepared by mixing coconut water with sugar and acetic acid in
prescribed proportion, which is inoculated with the micro-
organism Acetobacter xylinium through a culture liquid. It is
filled in glass jar covered with thin cloth and kept for 2-3 weeks
without disturbance. During this period a white or cream coloured
jelly like substance forms and flouts on the top of the culture
medium. It is harvested, cut into pieces and washed in hygienic
potable water to remove all acid. It is then immersed in flavoured
sugar syrup for 12 hours and packed in glass bottles. The product

I is used as a dessert and as an ingredient in ice-cream and fruit
Nata—de—-Coco mixes and has great export potential in South East Asian
countries. The recommended proportion of ingredients for production of Nata-de-Coco
are boiled, cooled and filtered coconut water 1 kg, sugar 65 g., glacial acetic acid 25 g.,
mother liquor 165 g. (Thampam-93)

7.5 Coconut Milk : Coconut milk is a product extracted from the endosperm or
kernel of coconut and constitutes into an emulsion of coconut oil in water, stabilized by
proteins and probably by some iron found in oil water interface. It is milk like liquid
obtained from the gratings of fresh coconut kernels after they are mixed with some
water, kneaded and pressed out. The coconut milk has a pleasant sweet and agreeable
flavour. The stability of emulsion is better in the pH range in which coconut proteins are
more soluble. Coconut milk is richer in fat, poor in protein and sugar content. It is an
important dietary component in the food of coconut producing countries; valued for its
characteristic nutty flavour and also for its nutritional values. It is an ingredient in many
household culinary viz., fish, shell-fish, meat, poultry and vegetable dishes
confectionaries, sweets and as substitute of dairy cream in beverage type milk,
evaporated sweet condensed milk, cheese, yoghurt and many other types of preparation.
Since coconut milk is extremely sensitive to processing, aseptic system of packaging of
low acid food products in consumer or bulk packaging could be the best to prevent it
from spoilage. Preserved form of coconut milk such as canned coconut cream or milk
and coconut milk powder are available in many coconut growing countries.

Coconut milk can be preserved by spray drying method and converted into spray
dried coconut milk powder. The coconut milk powder offers additional advantage such
as reduced storage space, bulk packaging at reduced cost and longer shelf life. The
spray dried coconut milk powder can be reconstituted to coconut milk by addition of
potable water. The Central Food Technology Research Institute, Mysore, has developed
the technology for commercial production of spray dried coconut milk.
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7.6  Sweet Coconut Chips : The product is developed from the matured coconut
kernel after removing the moisture content of the kernel through osmotic dehydration
using various osmotic pressures technics. The dehydrated coconut chip in ready-to-eat
form, can be used as snacks.

Fresh kernel of matured coconut containing reasonable amount of water is used
for preparation of sweet coconut chips. The important steps involved in the production
are dehusking, removal of shell, removal of testa, slicing of kernel, blanching of slices,
osmotic dehydration of slices, drying of the slices in hot drier and then packing in
aluminum foil. Cane sugar of commercial grade is used as sweetening agent. The
CPCRI, Kasaragod has developed this product and it has been reported that about 50 per
cent of chips by weight of the fresh kernel are obtainable. On an average, about 150 gms.
Chips can be obtained from matured coconuts. The sweet coconut chips are hygroscopic
in nature. If the relevant humidity is more than 75 per cent, it will absorb moisture and
loose it crispness. Hence, coconut must be packed in aluminum foil laminated with Low
Density Polyethylene (LDPE) pouches which will maintain its flavour and crispness
upto 6 months without affecting its microbial and bio-chemical qualities. To avoid the
breakage of chips during the transportation, it may be packed as blown packets using
inert gases like nitrogen or carbon dioxide.

7.7 Virgin Coconut Oil : Scientific research and studies have found out that Medium
Chain Fatty Acid (MCFA) which are predominantly present in coconut oil have
Plate — 23 neutriceutical effects similar to the present in mother’s milk, which
gives infants, immunity from diseases. Further, it has been
discovered that the MCFA in coconut oil with lauric acid and its
monoglyeceride form monolauric, are the most potent in
antimicrobial property. The beneficial properties of coconut oil
led to development of special type of coconut oil, known as virgin
coconut oil, which has high market value. The virgin coconut oil
is obtained from the fresh coconut meat (kernel) of coconut by
chemical or natural means with or without the application of heat,

- which does not alter the oil and its properties. Virgin coconut oil
Virgin Coconut Oil is edible in its natural state immediately after expulsion and
filtration. It is a pure form of coconut oil, crystal white in colour, with natural vitamin E
(Tocopheorl) contents. It has a mild scent of fresh coconut. Virgin coconut oil, greatly
by differs from traditionally produced copra-derived coconut oil, which has to undergo
chemical processing, bleaching and dehydration process to make it a suitable for human
consumption. The refined bleached coconut oil is yellow in colour, odourless and
tasteless. It does not contain vitamin E, as it gets lost in the process of thermal and
chemical processing. Virgin coconut oil can be produced either from the fresh
comminuted coconut meat, coconut milk or coconut residue. Fresh coconut meat can be
processed by different methods.
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7.8

Fresh Dry Processed / Wet Milling Route — Involves de-shelling the coconut
meat manually or by machine — splitting and slicing the de-shelled meat —
washing — grinding or wet milling — drying the particulated coconut meat —
extracting the oil using screw type press to produce virgin coconut oil. Virgin
coconut oil and food grade medium fat coconut flakes. The flakes are ground to
produce coconut flour.

Fresh Dry Processed / Desiccated Coconut Route — The processed involve all
the steps desiccated coconut viz., de-shelling, paring, washing, grinding blanching
and drying except sulphite treatment and then extracting the virgin coconut oil
using screw type press.

Fresh Dry Processed / Graded Coconut Route — It involves splitting the nut

grating — blanching and drying the coconut meat and extracting the virgin coconut
oil using screw type press.

Low Pressure Oil Extraction or Intermediate Moisture Content Method — It
involves splitting the nut — grating the meat to find particles — drying to the level
of moisture content of 10 to 12 per cent of extracting the virgin coconut oil using
a manually operated press.

Contents of Virgin Coconut Oil

Total Fats 96.46% Capric Acid 5.53%
Saturated 89.46% Oleric Acid 4.40%
Mono-unsaturated | 4.60% Others 14.20%
Poly-unsaturated 1.00% Cholesterol 0%
Lauric Acid 43.59% | Trans Fatty Acids 0%
Myristic Acid 17.08% lodine Value 4.94%
Caprylic Act 7.94% | Sodium (Na+) % | 9.46%
Palmtic Acid 7.26%

Coconut Products and By-products :

SI.

No.

Principal Edible Products by Products and Value Added Products
Products

2 3.

Products from Derivatives

Inflorescence 1) Sugar / Jaggery. ii) Beverage (Boiled sap) iii) Toddy
SAP. (Fermeuted sap) iv) Coconut wine V) Neera (Fresh sap) vi)

Vinegar vii) Confectionary Jelly

Products from Immatured Coconut Kernel in Syrup
Coconut Kernel | i) Coconut Jam ii) Puddings / Ice cream
(Meat) Matured Coconut
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i) Desiccated Coconut ii) Partially De-fated Coconut Powder
iii) Rousted Coconut Paste iv) Coconut Chips (Sweetened
Chips) (Sliced Coconut) v) Ball Copra  vi) Cup Copra
(Coconut flour) vii) Coconut Yoghurt / Ice cream viii) Fresh
Coconut gratings ix) Dehydrated edible coconut meat Xx)
Coconut oil / Virgin Coconut ol

3. Products from | i) Milk Powder (Dehydrated Milk) ii) Coconut Milk / Syrup iii)
Coconut Milk | Coconut Spread / Cheese iv) Coconut honey / candy V)
Coconut Skim Milk Beverage vi) Sweetened coconut skim milk
blend vii) Coconut protein viii) Low / high fat coconut jam ix)
Virgin Coconut oil

4. Production from Tender Coconut

Coconut Water | i) Fresh Tender Coconut Water ii) Tender nut Coconut water &
Coconut Meat shake iii) Canned or Pouched tender coconut
water

Matured Coconut
i) Coconut water concentrate (Syrup) as flavoured beverage on
dilution ii) Carbonated / non carbonated coconut water iii)
Nata-de-coco iv) Vinegar v) Toddy
5. Coconut oil i) Edible oil ii) Bio diesel / biofuel iii) Industrial oil iv)
Cosmetics

1. 2. 3.

6. Virgin Coconut oil i) Dietary oil ii) Body oil/ Baby oil (skin can) iii) Body
cream/ Lotion/ Shampoo iv) Soap v) Pharmaceuticals vi)
Nutriceutical Products

Non Edible Products
1. Coconut Husk i) Coir, Coir foam, Rubberized foam ii) Coir Carpets/
Mattresses iii) Coir geotextiles iv) Coir Composite V)
Coir pith briquette vi) High Value coir products safety
belts vii) Coir boards, Coir asbestos

2. Coconut shell 1) Charcoal ii) Activated charcoal iii) Shell powder iv)
Shell handicrafts v) lIce-cream & beer cups vi) Shell
gasified for alternate heat energy

3. Coconut palm wood | i) Furniture ii) Doors iii) Panels (Wall & Floor) iv)
Handicrafts
4. Coir pith i) Organic Manure ii) Ornament plant growing pot iii)

Coir pith briquettes iv) Coir chullah

7.9  Coir : India is the largest producer of brown coir fibre and its production has
been steadily increased during the last five years Coir is one of the important natural,
golden colour, hard fibres extracted from the husk or fibrous mass (mesocare) covering
the coconut. It is of great commercial interest and falls under the category of industrial
hard fibres such as hemp, abucca, henequen etc. Coir has certain unique qualities, such
as resistance to spoilage due to moisture and dampness. Coir fibres posses remarkable,
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durability to withstand physical strength and hence it is a renewable resource for
manufacturing various floor covering and other coir products. In India coir fibres is
extracted from coconut husk after retting in saline water and also by deploying
mechanical method using fibre extracting machines. Mechanical extraction of coir fibre
requires dry husk and is widely used in coconut growing states in the country owing to
better realization of coir fibre, cost effectiveness and overall inadequate retting facilities.

The white fibre sector has become stagnant over last few years, where as the
export requirement is mainly of white fibres products.

The coir industry is mainly concentrated in the coconut producing states viz.,
Kerala, Karnataka, Tamil Nadu and Andhra Pradesh in southern region and Orissa in the
eastern region. The industry’s strength lies in the export oriented coir products
manufactured in the country.

It has been reported that there were 6531 functional coir processing units in the
country. Out of which 5124 units in Kerala, 217 units in Karnataka, 262 in Tamil Nadu,
265 in Andhra Pradesh, 100 in Orissa, 75 in West Bengal, 5 in Maharashtra, 6 in
Pondicherry and 3 in Goa. Consequent upon mechanization in coir processing sector in
Kerala, production of brown fibre has increased many folds. A new retting process using
coir ret, a bacterial culture developed through research by coir board has become
popular in Karala. The fibre is called green husk fibre which is mixed with white fibre
to make coir yarn and other products.

7.9.1 Coir Pith : Coir pith commonly known as coconut peat is the by-products of coir
industry, which was hitherto considered as a waste material. Coir pith is converted into
briquettes for the purpose of easy transportation. It is easily composed to be used as an
organic manure and soil ameliorant. ‘Pith plus’ a product developed by the Coir Board
in collaboration with Tamil Nadu Agril. University, is supplemented with urea is added
to coir pith to make the manure.

Coconut Shell Products : The coconut shell can be converted into very useful industrial
products like coconut shell charcoal, activated carbon and coconut shell powder which
have a market all over the world especially in Japan, South Korea, France, United
Kingdom and USA. Coconut shell is a by-product of the coconut industry. It has been
estimated that ever one to seven million tonnes of coconut shell could be salvaged per
annum in the country but very small quantity of coconut shell is processed into useful
products.
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CHAPTER - Wl

STATUS OF FURTHER PROCESSED, VALUE ADDED
COCONUT PRODUCTS

8.0  Coconut In Ayurvedic Medicines : Coconut palm is of great importance in the
ayurvedic medicine as it helps to cure many diseases. The India system of medicines
prescribe coconut kernel, coconut milk, coconut oil, coconut inflorescence, tender shoot
(cabbage), tender coconut water, coconut neera, coconut jaggery and recommends the
consumption of these coconut products. The coconut products posses immense
medicinal properties and hence they are used in various ayurvedic preparations.

8.1.1 Coconut Cabbage
8.1.2 Coconut inflorescence
8.1.3 Tender coconut

8.1.4 Coconut husk

8.1.5 Coconut water

8.1.6 Coconut kernel

8.1.7 Coconut milk

8.1.8 Coconut oil

8.1.9 Sweet toddy (Neera)
8.1.10 Jaggery

8.2  Culinary Preparations with Coconut

Vegetarian Culinary Preparations :

8.2.1 VELLAYAPPAM.

8.2.2 PALAPPAM (HOPPERS)

8.2.3 SPICED CASSAVA DOSSA.

8.24 COCONUT DOSA.

8.2.5 APPAM.

8.2.6 TOASTED COCONUT CHIPS.
8.2.7 COCONUT LADOQO.

8.2.8 MAIDA DOSAL.

8.2.9 TENDER COCONUT PAYASAM.
8.2.10 IDIAPPAM (RICE SEMIA OR NOODLES)
8.2.11 COCONUT CAKE.
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8.2.12 VEGETABLE DISH.

8.2.13 GREEN GRAM DAL PAYASA.

8.2.14 DUFFILED PUDDING.

8.2.15 COCONUT COOKIES.

8.2.16 MUNTHIRI KOTH.

8.2.17 KERALA APPAM.

8.2.18 IDIAPPAM (RICE SEMIA OR NOODLEYS)

8.2.19 GREEN GRAM THOREN/KIANJI PAYAR THOREN.

8.2.20 BEAN LEAF OR PUMPKIN LEAF THOREN.
8.2.21 RAW MANGO CHUTNEY.

8.2.22 PLANTAIN CHUTNEY.

8.1.23 BRINJAL CHUTNEY.

8.2.24 TOMATO CHUTNEY.

8.2.25 COCONUT KOZHUKKATTA.

8.2.26 COCONUT HALWA.

8.2.27 COCONUT BALLS.

8.2.28 TENDER NUT PRADHAMAN.

8.2.29 COCONUT RICE.

8.2.30 DAL CURRY.

8.2.31 KERALA APPAM.

8.2.32 MUSHROOM COCONUT CURRY.
8.2.33 KOZHUKKATTA.

8.2.34 PANKI.

8.2.35 CHILLI CURRY.

8.2.36 COCONUT BURFI.

8.2.37 COCONUT MIX BURFI.

8.2.38 CHICKEN CURRY. (Non-Vegetarian Preparations)
8.2.39 DRY CHICKEN CURRY.

8.2.40 DEVILLED HEN.

8.2.41 FISH (SINGAN).

8.25 COCONUT MILK CURRY OF FISH.
8.2.6 FISH AND MANGO.

8.2.7 FISH CURRY IN COCONUT MILK.
8.2.8 MUTTON KURMAH.

8.29 BEEF SMOORE.

8.2.10 BEEF CURRY.
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CHAPTER = X

SUMMARY AND CONCLUSION

9.1 Coconut, ‘Cocus nucifera linn’, the most important, ancient and useful of the
tropical palms, has been cultivated in India from the time immemorial. Because of the
economic importance, this plantation crop is grown in more than 90 countries across the
world and India ranks third in production of coconut. Traditionally, the economic
importance of coconut was laid on its nourishing water, kernel, copra, oil and coir, but
laying emphasis on value addition and product diversification is widening the spectrum
of its economy.

9.2  Though, coconut originated from South East Asia including Australia, it dispersed
through out the world specifically in the coastal areas. The coconut plantation crop is
grown across the world in an area of 11.85 million hectares producing 57.514 billion
nuts equivalent to 10.52 million tonnes of copra. Among the Asian and Pacific coconut
community (APCC) mainly six countries i.e. Philippines, Indonesia, India, Sri Lanka,
Thailand and Malaysia together accounts for more than 80 per cent of the total area
under coconut cultivation and about 82 per cent of the worlds coconut production.
About 50 per cent of the coconut production in the world is processed into copra, which
varies from country to country depending upon the pattern of consumption. The
economy of coconut is mainly dependent on coconut oil and its price and is susceptible
to pressure from cheaper substitute like palm oil, soybean oil and sunflower oil. But
because of its lauric acid and myristic acid content, it is still considered as an important
oil for industrial application and enjoys a premium price.

9.3  The coconut occupies a significant position in socio-cultural needs of the Indian
society and is gaining considerable importance in the national economy as a potential
source of rural employment and income generation among the plantation crops in
coconut growing areas. The coconut palms grow under varying soil and climatic
conditions and hence gaining popularity for cultivation even in non-traditional areas of
the country. Coconut palms are grown in most of the zones except subtropical and
temperate regions, which includes 19 states and three Union Territories in the country,
but are favourably adapted to coastal agro ecosystem. The major area under coconut
cultivation in the country comprises of states of Kerala, Karnataka, Tamil Nadu,
Pondicherry, Andhra Pradesh, Maharashtra, Goa, Orissa, West Bengal, Andaman &
Nicobar, Lakshadweep Island, Gujarat, Assam and other parts of North Eastern States.
Nearly 48-50 per cent of the total area is under coconut cultivation in Kerala, followed
by Karnataka, Tamil Nadu and Andhra Pradesh which all together accounts for 90 per
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cent of total area under coconut in the country. Various bodies like the Indian Coconut
Central Committee (1945), Directorate of Coconut Development (1966) and Coconut
Development Board (1981) were established to carry out the organized and systematic
development of coconut and coconut products.

The improvements in the production and productivity of coconut had been on
account of continuous efforts made by all the agencies involved in the process of
integrated approach to improve the production and productivity of the coconuts in the
country. The foremost factors which determine the production and productivity of
coconut are the indigenous and exotic varieties evolved through selective breeding and
hybrids, through cross breeding. The important varieties are Tall varieties (WCT/ECT,
Lakshadweep ordinary / Benaunum Tall, Kamrup), Exotic (Philippine ordinary, Fiji
Tall, etc.). Indigenous Dwarf varieties evolved are chowghat orange, Malyam yellow,
Ganga Bandam, Gangapani etc., evolution of hybrid varieties certainly improved the
coconut productivity by crossing different types of Tall dwarf varieties. More than 80
hybrid combinations have been evaluated in India and so far eleven hybrids were
released for commercial cultivation and establishment of seed gardens, viz.,
Kerashankar, Godavari, Ganga, VHC-1,2, VH-3. Selection of appropriate varieties of
hybrids for plantation depends on agro-climatic conditions prevailing in the area.
Coconut being a mono crop does not utilize all the basic resources such as, sunlight,
groundwater and therefore, intercropping is economical to the farmer and gardeners,
crops grown in coconut garden are tapioca, ginger, turmeric, leguminous plants spices,
medicinal plants and various vegetable crops. The Central Plantation Crop Research
Institute (CPCRI), Kasaragod has evolved High Density Multi-Species Cropping System
(HDMSCS) to meet the diverse needs of the coconut farmers.

Like any other plantation crop, coconut is also prone to various pests and diseases
which directly affects the production of coconut palm viz., root (wilt) diseases, eriophyid
mite, stem bleeding, bud and leaf rots and basal stem diseases. Of late, the infestation by
the eriophyid mite, the deadly rot has been reported in traditional coconut growing areas.
The farmers in the country had therefore, adopted the integrated disease and pest
management control measure to save the coconut crop.

The harvesting practices of coconut depend upon the local economy of the
coconut growing state. In southern state, matured coconut are harvested for making
copra for oil and edible purpose and to obtain good quality husk for manufacturing of
coir product, where as in the state of West Bengal, Assam and Orissa, coconut are
mainly harvested for consumption of tender coconut water and matured coconuts for
religious and culinary purpose.

Page 115 of 122



Production and Marketing of Coconut in India

9.4  The coconut palm being a small land holder’s plantation crop grown in 1.89
million hectare area in the tropical belt of the country extending from Kerala, Karnataka,
Tamil Nadu, Andhra Pradesh in south, Gujarat, Maharashtra in west; Orissa and West
Bengal in the east, Assam and Tripura in the North Eastern region of India and is a
means of living for millions of people inhabiting in the traditional and non traditional
coconut growing states and union territories. The islands of Andaman and Nicobar and
Lakshadweep are other traditional coconut areas. It is predominantly cultivated in small
and marginal holding and as a medium of resource to poor farm environment having less
marketable surplus. It has been reported that the national average productivity of coconut
in India is very low i.e. around 40 nuts per palm per year. The low productivity of
coconut crop in the country has been on accounts of several reasons, i.e. lack of adoption
of scientific cultivation practices to enhance productivity; which helps in bringing down
the cost of production. In most of the small coconut holdings, the soil nutrients and
water are limiting factor in crop production. Kerala, the southern most state situated
along the West coast is a major coconut growing state. Except in Kerala and a few small
states and union territories, coconut is not grown contiguously but limited to only
congenial belts accounting to an insignificant portion of the total arable agricultural area.
Kerala, Karnataka, Tamil Nadu and Andhra Pradesh are therefore the four major coconut
producing state, sharing 90.8 per cent of the total area, whereas the contribution of other
States / Union territories is only 9.2 per cent.

9.5 Marketing of coconuts differs from that of other fresh fruits due to natural
durability of coconuts, which are sold as fresh tender nuts as well as matured water nuts
and dry nuts, though the marketing practices followed are similar in nature, they may
differ in accordance with the post harvest practices followed by farmers of coconut and
form of products consumed in that area. Coconut farmers in the country have adopted
indirect mode of disposal of their produce. However, rich farmers prefer to trade through
direct channel, as a result the role of intermediaries or middle men is seen prominently in
the marketing channels of coconut. Most of the coconut farmers have adopted leasing
their farms / gardens as the mode of disposal of the coconut, but absence of lease holder,
low productivity and uncertain farming conditions, always force coconut farmers to
adopt mixed marketing practices.

Since tender coconuts are marketed for drinking coconut water, the farmers prefer
to sell them immediately after harvesting without subjecting it for grading. Tender
coconuts have great demands in most of the towns and cities all over the country,
Kolkata, Mumbai, Chennai, Bangalore and Delhi are major consuming market for tender
coconut and the major assembling markets for tender coconut are located at Kolkata,
Maddurai and Mumbai. The assembling and distribution of tender coconut through out
the country is almost uniform and involves producer, contractor, itinerary merchants,
wholesalers, retailers and hawkers. Realizing the importance of tender coconut as a
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nutritious and refreshing drink, the tender coconuts are also marketed to the processing
unit for packing the tender coconut water in bottles, polythene satchels or aluminum
cans.

The matured nuts reaching markets are either partially husked or dehusked as per
demand and requirements in distant markets. The coconut meant for copra making are
sold fully husked by the farmers in near markets, similarly, where the coir industries are
located and retting facilities are available, the coconut are completely dehusked for
marketing purposes. In accordance with the demand the storage practices for matured
coconuts differ from place to place and from farmers to the traders depending upon the
requirement for the ultimate utility for the market.

Since the major portion of the coconut produced in the country is marketed
through indirect mode of disposal and to limited extent through direct channel, the
numbers of agencies involved in the marketing system are more or less similar through
out the country with exceptional number where direct sale is involved. The states where
copra making and milling industries are located, the agencies involved are village
merchant / or copra maker, middle men or copra merchant, trader / miller.

Though grading of coconut is an important marketing function to fetch a
remunerative price for the coconut but it has not been fairly adopted at the producer’s
levels, through out the country, whether for tender and or matured coconuts. However,
the wholesale traders adopts the practice of grading coconut and copra based on the
categories such as size, colour, freshness in case of tender coconut and size, weight and
kernel content in case of matured coconuts, while copra is graded, into edible and
milling as ball and cup copra. The grades and classification differ from the state to state
and depends upon the local nomenclature.

Since, Kerala is an important coconut trading centre the main centre for coconut
oil markets are located at Kochi, Trichur and Trivendrum, similarly Kanghayam and
Vellakovil in Tamil Nadu and Udipi and Mysore in Karnataka are main oil trading
centres.

The marketing practices followed in the coconut and coconut product trade, it has
been revealed that in-numerable intermediaries, channels, functionaries, brokers,
assemblers, traders, merchants, wholesalers, institutions and retailers are involved
directly or indirectly in the movement of coconut from the point of production to the
point of consumption, performing various activities in the flow process, enabling
movement of coconut and its products until placed in the hands of consumers. Though
the future trading in copra and coconut oil was discontinued due to excessive speculation
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in trading activities, in early 70’s it was reintroduced in 2001 for coconut oil under the
first commodity exchange of India at Kochi, to boost marketing of coconut oil and copra
in the country.

9.6  Since long the prices of coconut and coconut products in the country are mainly
centred around copra and coconut oil, the price of coconut is usually influenced by the
prevailing prices of coconut oil in the wholesale market. The coconut prices are
characterized by wide and violent functions with erratic price trends. The prices of
coconut at the important markets in coconut producing areas (viz., Arikere, Kozhikode,
Kanghyam) generally move in close sympathy with one another but at other distant
markets the prices do not show the sympathetic trend. The monthly wholesale prices in
the above markets followed similar trend and seasonal variations and moved alike
without much fluctuation in these three marketing centers. The coconut prices tend to
rise where there is sustained demand of copra making from the months of October,
November to March and April. The large scale arrival of coconut during the month of
January-February declines the prices of the coconuts in almost all the markets. However,
the prices remain low during monsoon period inspite of regular supply in the market due
to reduction in copra making.

The coconut prices vary in accordance with the quality of the nuts, the size of
coconut matters much in fixing the price of matured nuts, big nuts invariably fetches
higher price than the smaller nuts. However, the previous price trend had changed a lot
in case of tender coconuts in today’s market good quality tender coconut fetches higher
price or if not then equivalent to the price of matured coconut due to higher demand
from the consuming market. In areas where the coir industries are located, the unhusked
coconut fetches higher prices than the husked coconut.

Copra is a basic raw material for commercial end product the coconut oil, but the
ruling price of coconut oil is the yardstick for determining the prices of copra in the
market. The price trend in India showed that the ball copra generally fetched more price
than cup and milling copra. Similarly, the edible copra fetched even higher prices than
that of milling copra. Since copra prices is subjected to wide fluctuation Government
ensures the remunerative price to the farmers by declaring Minimum Support Price
(MSP) as a result some time it was observed that the price of ball copra remained above
the Minimum Support Price (MSP), though the prices of coconut declined in the market.
The other factor which affects the prices of copra in the markets are harvesting of tender
coconuts, increase in demand, resumption of future trading and or combination of
various factors such as demand-supply imbalancing, availability of cheaper substitute
and introduction of Value Added Tax (VAT).
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Since, coconut oil is an important product of coconut with world wide demand,
the prices of coconut oil moves in close sympathy with that of other vegetable oils. The
other features which affect the prices of coconut oil are the end uses of coconut oil and
their responsiveness to the prevailing prices, supply of other major vegetable oils viz.,
soybean oil, palm oil and different polices of Government in execution from time to
time, do effect the price determination process of coconut oil. The coconut oil as such is
over priced in domestic and world market, being source of caprelic, capric, lauric acid
and myristic acid, which are considered as important items for industrial application.

CHAPTER = X

RECOMMENDATIONS

10.1 Coconut Production : To increase productivity, it is necessary to take up systematic
replanting and under planting to replace the old, senile, unproductive and disease
affected palms, using quality planting material. Secondly, the integrated farming
system should be popularized. All the field models of inter / mixed / multicrop /
multistoried cropping and mixed farming integrating livestock farming such as dairy,
poultry, duck farming, aquaculture have to be popularized among the farmers. Breeding
of high vyielding varieties resistant to diseases, tolerance to biotic and abiotic stress
should be developed.
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Decreasing the cost of production of nut is the most important criteria for
increasing competitiveness. Cost effective management practices such as organic
recycling of coconut biomass and other farm wastes or converting them into
vermicompost, addition of need based in-puts at the appropriate level and time, adopting
drip irrigation by providing subsidy for it, soil moisture conservation, basin management
with organic mulching or growing green manures and incorporating them, need based
plant protection measures using bio-control agents are also to be adopted for substantial
growth in production and to increase the productivity of coconut.

10.2 Integrated Pest and Disease Management : The integrated pest and disease
management approach allows pest and disease management without any adverse impact
on ecological sustainability of the Agro ecosystem. It is necessary that a massive and
concerted programme be launched involving research and extension backed by suitable
subsidy scheme. It is recommended that a massive programme should be launched to
weed out the old unproductive and diseased coconut palms and replanting seedling of
improved hybrid varieties of coconut palms as a measure of rehabilitation.

10.3 National Agricultural Insurance Scheme : Adverse weather condition and the
problem of disease infestation are the two major risk factors affecting coconut
production and productivity which result in low income to farmers. In the absence of
any effective mechanism for risk cover, the economy of coconut plants suffers severely.
Hence, the scope of National Agricultural Insurance Scheme should be extended to
provide risk cover to coconut farmers.

10.4 Trade in Coconut Product : Conventional trade in coconut product including
nuts and copra are characterized by the involvement of intermediary at different levels
of marketing due to which the farmers suffers a long. Thus, there is necessity of a system
that mediates between “the farm and the firm”. Adoption of farm level processing,
involving farmer’s groups / societies / associations should be encouraged. Bigger units
of copra making should be set up. Introduction of state of art warehousing facilities and
access to robust prices risk management instruments such as “future contracts for
coconut, coconut oil, copra and oil cake” should be encouraged. Organized transport
system involving number of cottage industry area should be involved.

10.5 Development of Market Intelligence System : It includes all the pertinent
marketing data about a product line from both external and internal sources and
assembles the data, thus helping in marketing decision making as it comprises of
collection and storage of data, analysis and interpretation of data and the dissemination
of intelligence. Thus, a competitive data base market intelligence system should be
developed to generate advance estimation of coconut production, copra with a view to
generate reliable and consistent estimates.
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10.6 Market Research : Market promotion is one of the key aspects for a better scales
outlet and better price. Market survey, market research and market promotion are
interlinked and should be a continuous process. These aspects need strengthening to
identify domestic and export market, identification of rich production and distribution
channels; thus linking the consumer, customers and public to the market. It is, therefore,
recommended that need based and problem oriented market research should be taken up
to find solution to emerging marketing problems.

10.7 Organic Coconut Product :The consumer for organic foods are increasing and
organic sales is growing by 20 per cent. Since consumer of organic food look for
absence of pesticides/herbicides/synthetic fertilizer, coconut is the best option to satisfy
all these preferences. Since coconut is largely raised in all the coconut growing areas
under natural farming it can be marketed as organic product.

10.8 The demand for diversified and value added product of coconut is increasing in
India and abroad very rapidly, Inspite this potential, its valuable wealth resources have
not been exploited to its optimum potential. Many circumstances have contributed to
diffidence in the value added sector of coconut viz., prices of raw materials,
technologies, fear of competition and non-attachment of quality standards, end product
price uncertainty, lack of investments are some of the factors which are hampering the
growth of coconut into diversified and value added product. Therefore, it is
recommended that the Government may play an active role in promoting the
diversification of usage of coconuts and its value added products like coconut cream,
spray dried coconut cream powder, coconut vinegar etc., by providing:

a) Institutional support system which will offer knowledge base as i) quality
concepts ii) Technology linkage iii) National and International Production and
Processing Standards.

b) Programmes for technology improvement, absorption, quality upgradation,
investment generation, product improvement.

C) Providing financial support and appropriate incentives in the form of soft loans,
tax holidays or cut down taxes, working capital and capital subsidy.

d) By providing adequate funds at liberal terms for processing and storage facilities
for copra.

e) Creating awareness and exposition of value added products among consumers.

f) Close interaction among coconut processors, traders, research organization and
Government by way of organizing workshops, trade fairs, exhibitions for the all-
round growth of processing industry is necessary.
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Thus it would help in brining down the cost of production of diversified and value
added product within the reach of consumers and also provide a better price to farmers.

10.9 Packaging and Labeling : Proper packing is as important as other aspects of
marketing. As this area has not received much attention in case of coconut based
products, it is necessary that this may be given good attention to attract consumers.

Proper labeling is yet another area that needs immediate attention. Consumers are
cautious of the product they purchase. Therefore, it should scrupulously followed in
India to increase trading in diversified and value added products of coconut.

It has been observed that coconut oil has great medicinal, cosmetic and industrial
application, therefore, all the market promotion efforts should be directed to promote the
coconut oil as basic and essential ingredient for medicinal and cosmetic purpose.
Accordingly, the research and development should be directed to explore, the
multipurpose use of coconut oil for industrial application and improve, its marketability
in India and abroad.
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