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Abstract

The State o f Kerala is entirely different from other Slates in India. The unique 'Kerala Model o f 
Development', resulted in the highest 'Human Development Index ’in the country. Kerala has the 
largest area under coconut cidlivation in the country but in terms o f production, it comes third 
Hence the Government o f Kerala has been encouraging entrepreneurial ventures, fo r the 
production o f value added products like desiccated coconut, beverages, shell based products, 
coconut cream, Neera etc. Under these circumstances, the Coconut Development Board also 
promotes coconut producers 'organizations to support the coconut farmers in Kerala. However, 
they face many problems and need strong intervention to streamline the functioning o f the 
system. This is an attempt to highlight the problems, faced by the Coconut Producer Companies 
(CPCs) in Kerala and to examine its prospects. It is an ongoing, funded project and six CPCs 
were considered for the study. Though the selected CPCs were engaged in production, processing 
and marketing ofcoconut products, they have not realised thefull potential still. Many federations 
and societies are non-functional. They mobilized equity share capital and borrowed monev to 
invest in plant and machineries. But they did not follow best practices as far as fund management 
was concerned. Many CPCs are in the debt trap and need bailout strategy by the Slate and 
Union Governments. The Government should train the management committee and other 
executives, particularly on financial management. I f  the CPCs are directed to move in the right 
direction, coconut farmers can double their farm income.
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1. I n t r o d u c t i o n

The State o f  K erala  is entirely different 
from other States in India. The unique ‘Kerala 
Model o f  Development’, resulted in the highest 
‘Human D evelopm ent Index’ in the country. 
Kerala has achieved the highest literacy rate, 
universal hea l th  ca re ,  and  e f fec t ive  public  
distribution system ensuring availability o f  food 
grains to the downtrodden. The State achieved 
cent percent financial inclusion. Kerala is known 
for its significant level o f  labour migration and 
depends mainly on repatriation. The State has 
s u c c e s s fu l ly  im p le m e n te d  d e c e n t r a l iz e d  
democratic governance at all levels. The Coconut 
Development Board (CD B) is a statutoiy body, 
establ ished under the Ministry o f  Agriculture. The 
Government o f  India has introduced the integrated 
development o f  coconut cultivation and industry 
in the country, with focus on productivity increase 
and p ro d u c t  d iv e r s i f i c a t io n .  T h e  C o co n u t  
Research Station, at Kasaragod, in Kerala was 
in itia lly  e s t a b l i s h e d  in 1916, by the  then 
Government o f  M adras and subsequently, it was 
taken o v e r  by  the  Ind ian  C en tra l  C oconu t  
Committee in 1948. Later on Central Plantation 
C rops  R e s e a r c h  I n s t i tu te  ( C P C R I )  w as 
established in 1970. as one o f  the agricultural 
research institutes in the National Agricultural 
Research System  (N A R S ),  under the Indian 
Council o f  Agricultural Research (ICAR).

2. Review o f  L iterature

Plantation crops and service sector play a 
pivotal role in the Kerala economy. Cropping 
pattern in Kerala  is dom inated  by cash crops. It 
constitutes 62 .46  per cent o f  the total cropped 
area while food crops, consisting ol rice, tapioca 
and pulses, constitute  ju s t  9.35 per cent Among 
cash crops, coconu t has the largest area under 
crop cover (30 per cent), followed by rubber
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(21.3 per cent), pepper (3.3 per cent) and coffee 
(3.28 per cent). Rice has the third largest area 
under crop cover (6.6 per cent). Year on year, 
there has been a drastic reduction in the area of 
food crops, area under rice, recording a heavy 
decline from 1.96 lakh hectare to 1.71 lakh 
hectare, area under pulses declining by half and 
that o f  tapioca declining by close to 1000 hectares 
(Economic Review - Government of  Kerala, 
2017). As the name suggests, Kerala is the land 
o f  ‘Keram’, which means coconut and it is the 
m ajor crop cultivated (7.81 lakh hectares). 
Coconut palm (Cocos nucifera linn) is one o f  the 
most useful palms in the world. It is also known 
as ‘Kalpavriksha’, meaning ‘Tree o f  Heaven’. 
Kerala has the largest area under the crop in the 
country, but in terms of production, it comes third. 
Hence the Government o f  Kerala  has been 
encouraging entrepreneurial ventures, for the 
production o f  value added products like desiccated 
coconut, beverages, shell based products, coconut 
cream, Neera etc. The Coconut Development 
B oard  (2 0 1 3 )  p ro m o tes  co co n u t  f a rm e rs ’ 
organizations, to support the coconut fanners in 
Kerala. The State o f  Kerala is a pioneer in 
establishing Producer Companies, under Section 
465(1) o f  the C om panies  Act (2013), Part IX 
A o f  C om panies  Act (1956).

3. S ta tem en t o f  the P roblem

Coconut Producer Companies (CPCs), its 
federations and the bottom organization, namely, 
C o c o n u t  P ro d u c e r  S o c ie t ie s ,  h av e  m ad e  
remarkable progress in terms o f  number nnd 
enrollment o f  members. However, they face 
many problems nnd need strong intervention by 
the State, to streamline the functioning o f  the 
system. This is, therefore, a humble attempt to 
highlight the problems faced by the Coconut 
Producer Companies (CPCs) in Kerala and to 
examine its prospects.
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4. Need o f  th e  S tudy

The coconut producer cooperatives quickly 
adop ted  the innovative  legul form with the 
support o f  both Slate and Coconut Development 
B oard  and  s ta r te d  m a n y  F a rm e r  P ro d u c e r  
Com panies (FPC s) throughout the State. The 
cooperative spirit, volunteerism, group dynamics 
and democratic  nature o f  Kerala community, 
found Farm er Producer Companies, as a new 
form o f  hybrid cooperative organization.

5. O b je c t iv e  o f  th e  S tu d y

The main objective o f  the study is to study 
th e  p r o b l e m s  a n d  p r o s p e c t s  o f  C o c o n u t  
Producer Organizations in Kerala.

6. H y p o th es is  o f  the  S tu d y

N H -1 :  There is no difference between the 
income o f  N eera  producers  before and after 
tapping.

7. M e th o d o lo g y  o f  the  S tu d y

7.1 S a m p le  Se lec t ion

In Kerala, as on date (23 ,J O ctober 2018), 
th e r e  a re  29  C o c o n u t  F a r m e r  P r o d u c e r  
C om panies ,  with 464 Federa t ions  and 7220 
societies, for the development o f  socio-economic 
condition o f  coconut farmers. In this study, only 
six C o co n u t  P ro d u ce r  C o m p a n ie s ,  namely, 
Kaipuzha CPC, Thirukochi CPC, ThrissurCPC, 
K o d u n g a l l o o r  C P C ,  P a l a k k a d  C P C  and  
Vadakara CPC were considered (Table-1). The 
required inform ation w as co llected  from 60 
farmers, by using the questionnaire.

7.2 S o u rce s  o f  D a ta

The authors had visited those CFPCs and 
discussed with the Presidents, Directors and 
em ployees. T he  authors  w ere  engaged, in a 
funded project, on evaluating the CPCs in Kerala 
and the study is still in progress.

7.3 P e r io d  o f  th e  S tu d y

The study wus conducted  in October 2018.

7.4 Tools  U sed

The percentage analysis  was used in the 

study.

8. Analysis o f  Data

The impact o f  farmers, on the changes in 
the level o f  income by com p ar in g  the farmers’ 
income before joining the society and after joining 
the society, was studied. Figure-1 shows the 
Organizational S tructure o f  C oconu t Producers 
C o m p a n i e s  in K e r a l a .  T h e  s u r v e y  w as 
co n d u c te d  (M a y  2 0 1 6 ) ,  w i th  60  random ly  
selected farmers in the E da th iru thy  Federation, 
which comes under the K C P C  Ltd. The sample 
included 30 Neera p roduc ing  farm ers and 30 
farmers, who did not p roduce  N eera . Before 
the form ation  o f  c o m p a n y  and  society , the 
farmers had income from nuts alone, which was 
sold at a rate o f  Rs.28/kg  to local traders. After 
the formation o f  the socie ty  and company, the 
farmers sold their nuts, at the rate o f  Rs.30/kg. 
F a rm ers ,  w ho  got the  a d v a n ta g e  o f  N eera  
tapping, reported an additional incom e (Neera 
at the rate o f  Rs.30/1). T h e  calcula ted  absolute t 
value was 16.602, at 5%  significant level for 29 
degrees o f  freedom. T h e  table  value for t-test 
was 2.05. The calcula ted  abso lu te  t-value was 
greater than the table  value. In o ther  words, 
there was significant varia tion in the income of 
N eera  p roducers ,  b e tw e e n  b e fo re  and after 
tapping. Hence NH-1 (T here  is no difference 
between the income o f  N ee ra  producers before 
and after tapping), was rejected. Neera producers 
earned an increm enta l  incom e  o f  Rs.16,100 
whereas the non-N eera  p roducers  earned an 
incremental income o f  Rs.200 only (Table-2).

Every CPC has adopted its own convenient 
methods o f  production and  technology, to suit
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their budget. Though the Kerala Agricultural 
University (K A U ) and Central Plantation Crops 
Research Institute ( C P C R I ,  1916) developed 
technology for the production o fN eera  and other 
byproducts, no uniform  pattern was followed. 
Hence the  p ro d u c ts ,  in the m arket w ere  o f  
different quality, packaging, price, brand and 
taste. Though there was market for the products 
of CPCs in Kerala, their market share was very 
less. Price o f  products like N eera  was relatively 
higher and attracted only elite consumers. Hence 
there is need for adopting  the A M U L  model, for 
better m arketing  o f  coconut products.

9. F indings o f  the Study

All the C P C s  p roduce  coconut oil and 
market it under  their ow n brands. Some CPCs 
have their ow n fully autom ated oil mills and 
others ou tsource  it. The  coconut oil produced 
and marketed, by the selected CPCs, was o f  
high quality and price was always less than that 
of market price. C onsider ing  the growing need 
for virgin coconu t  oil, all the selected CPCs 
produced and m arke ted  Virgin C oconut oil, 
which fetched prem ium  price and increase the 
profi tab ili ty  o f  the  C om pany .  Som e o f  the 
selected C P C s w ere  producing  Coconut Chips, 
Coconut balls (a food item which is a mixer o f  
coconut, sugar and rice flour). Coconut Cookies, 
C o c o n u t  V in e g a r .  C o c o n u t  H a ir  o i l ,  and

Medicinal Oils.

In the  s e l e c te d  C P C s ,  the b ase  level 
Coconut P roducer  Societies were either non­
functional or  engaged only in the identification 
of farmers for N eera  tapping. Only one or two 
federations, c losely  affiliated to the C ompany, 
were involved in the production process. ( )thcrs 
were literally dorm ant.  In the initial years ol its 
formation, cap ac i ty  bu ild ing  activities 
carried out but later on. it was dropped abruptly. 
Many r e s p o n d e n t s  felt that the change

Problems an d  Prospects o f  Coconut Producer

leadership o f  the Coconut Development Board 
was the major cause for the failure o f  this 
m ovem ent because the successors failed to 
comprehend the vision o f  their predecessors. 
The confederation o f  CPCs in Kerala was still 
in the infant stage, to lobbying w'ith the political 
pow er, to seek th e i r  a t ten t ion  for budget 
allocation and other support, both from the State 
and Union Governments.

T he  C o c o n u t  D ev e lo p m en t  Board  o f  
Government o f  India has identified Coconut 
Farmer Producer Companies as an institutional 
intervention, for the socio-economic development 
o f  coconut farmers and hence they promoted a 
three tier structure, namely, Coconut Producer 
Societies at the base level, Coconut Producer 
Federations at the intermediate level and CFPCs 
at the apex level. These federal organizations 
were managed democratically. Individual coconut 
producers (40 to 100 growers with a minimum of 
10 palms per person) were members o f  the 
Coconut Producer Society (CPS), CPSs (8 to 
10) were members o f  the Coconut Producer 
Federations (CPF) and CPFs (8 to 10) were 
members o f  the Coconut Producer Companies 
(CPC). Coconut Producer Companies (CPC) 
were registered.

Cost o f  labour, price given to the farmers, 
particularly for Neera were fixed very high at 
the initial stage, which resulted in the escalation 
o f  price o f  Neera in the market, and it affected 
its sale. All the sample CFPCs mobilized equity 
cap ita l  and  nlso bo rrow ed  from d if fe ren t  
so u rce s .  T h e y  a lso  ava iled  su b s id y  from 
N A BA RD  for their plants. Almost all CPCs 
tapped Neera and marketed the same in the 
nearby cities.

10. C on c lu s io n

To p ro te c t  the  a u to n o m y  nnd 
independence, the Government intervention in
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the affairs o f  the Producer Com panies was very 
limited. I lowever, Coconut Producer Companies 
presented a dismal picture. The  Confederation 
o f  C oconut Producer C om pan ies ,  in Kerala, 
defeated the vision o f  the founder o f  the concept 
o f  Producer Companies, by dem anded bail out 
by government. The fact is that the intervention, 
by  th e  S t a t e  a n d  U n io n  g o v e r n m e n t ,  is 
warranted  to keep the ball rolling. The special 
p r iv i l e g e ,  g iven  to the  C o c o n u t  P ro d u c e r  
F e d e ra t io n s  to n ff i l ia te  C o c o n u t  P ro d u ce r  
C om panies  for tapping Neera, gave it a unique 
status to control the production and marketing 
o f  Neera  in their respective jurisdiction. The 
vision o f  our Indian Prime Minister to double 
the farm ers’ income can be achieved, through 
increasing the availability o f  Neera, in the soft 
drink  m arket.  O the r  b yp roduc ts  have ready 
market and the CPCs have to explore the full 
potential through expansion and diversification. 
T he  G overnm ent should train the management 
committee and other executives, particularly on 
financial management.

11. S u g g e s t io n s

There is wide scope for marketing Neera, 
as a health drink and other products like virgin 
coconu t  oil, coconu t  oil and  N eera  Honey, 
throughout the country. The CPCs have installed 
h ig h  q u a l i t y  p la n t s  a n d  m a c h i n e r i e s  fo r  
processing N eera and other products. The labour 
p ro b le m s  can  be a d d re s s e d  by  e m p lo y in g  
domestic migrants. There is export potential for 
by products like coconut honey and Jaggery, 
s ince they are organic and having medicinal 
properties. There  are agencies such as Coconut 
D evelopm ent Board and CPCRI, to support the 
C PC s technically.

12. L im itations o f  the Study

T he study cons idered  only  six Coconut 
Producer C om pan ies  (C PC s),  out o f  20 CPCs 
in Kerala, for the study.

13. Scope for F u rth er  Research

Though certain  C F P C s  mobilized shares 
at the beginning and bo rrow ed  to install plant 
and machineries , debt serv ic ing  had become a 
hard nut to crack . T h e  technology , used for 
lapping and p reserv ing , d iffers  significantly. 
Interestingly, all C P C s  w ere  involved in the 
production o f  byproducts, namely, Neera Honey 
and  N e e r a  S u g a r .  N e e r a  p r o d u c t i o n  and 
marketing would increase the income o f  farmers. 
S tandardized techno logy  w ould  increase the 
income and prospects o f  farmers o f  all the CPCs 
and this could be studied  in detail, in future.
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Figure-1. Organizational Structure o f  Coconut Producers Companies in Kerala
As on 23rd O c to b e r  2018

Source: Developed by the Researcher (2018).

T a b l e - 1: T e c h n o lo g y  Used in the  Selected C o co n u t  P ro d u c e rs  C o m p an ies

SI.

No
C P C

Produc ts

N ee ra C oconu t Oil V irgin  Oil Honey Jaggery’

1 Kaipuzha Pasteurization Oil Mill

Traditional

Methods
Evaporation Evaporation

2 Thirukochi Pasteurization Outsourcing

3 Thrissur Chilling Outsourcing

4 Kodungalloor Pasteurization Oil Mill

5 Palakkad Chilling Oil Mill

6 Vadakara Pasteurization Oil Mill 

Source: Primary Data (2018).

Table-2: D eta ils  o f  AveraRC In co m e  V aria tion  P e r  P a lm  P e r  Y ear for the  R esponden ts

I n c o m e /P a lm /Y e a r A verage  Incom e (Ks.)

\  F a r m e r

C a teg o ry

Before the 

fo rm ation  of 

C o m p a n y

A fter  the form ation  

of C o m p a n y

Inc rem en ta l

Incom e

Neera producers
2300 18400 16100

Neera non- producers
2300 2500 200

Source: Primary 1 )ntn (201H)
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