THE COCONUT INDUSTRY IN PAPUA NEW GUINEA: POLICIES

L Introduction

The Government of Papua New
Liuinea recognizes the sigmificant
role coconul industry has plaved
in the development of coastal and
maritime areas in PNG before

and after Independence.
However, the coconut industry is
at a crossroad  as  copra

production  becomes fnancially
unprofitable on a cyclic pattern
for plantations and smallholders.

Hence, alternative approaches of

reviving the industry i PNG
have been under consideration
for some time by all relevant
stakeholders.

Total Area under Coconuls

Coconut  palms  accounted  for
245,000 hectares of land in PNG
in 197271974 (Wheeler el al.
1973). Kokonas Indastri
Koporesen (EIK) has estimated
that the actual area under coconut
s currently af 221000 hectares.
This is based on the following
factors: 15% of the land under
coconuts was lost to oil palm in
1980s and older coconuts in
abandoned  plantations  and
smallholder blocks have been
losl to pests/diseases and fire.

Fercentage of the coconut area
ax against the total agriculiural
land of the country

The total |an-;\l area of PNG 15
459854 km® or 45985400
hectares and 117,858 km® of
11,785,800 hectares (25.6%) is
used for agriculture while 22,465
krm® or 2,246,500 hectares {4.9%:)
15 land unsuitable for agriculiure
{Allen and Bourke, 2003). A
total  of 319531 km™ or
FL953, M hectaces (69.5%0) is
classified as unused land under
patural forest cover i PMNG.
KIK has estimated that coconuts
currently occupy 2200 km® o0
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220,000 hectares (1.ET3) of the
land used for agriculture in PNG.

Mumber of people employed or
dependent on  the coconut
industry

A total of 309417 households
were reported 0 be engaped in
coconut  cultivation  im PNG
secording to 2000 PMG national
census  (Mational Statistics of
Papua Mew CGuinea 2001). This
represents about 64% of the total
households: o the  coconut
growing regions and 3 1% of total
households in PNG. Currently, it
is estimated that a total of 1.5
million people are mvolved in
BIOWINE, PrOCESSInE oF
Eunsummg COCONLUES or cooonut

products in PMG,

Contribution of the coconul
indusiry to the national export
earnings

In terms of export value over the
period 2001 1w 2010, all the
major agoculture commodities
contributed a total of K13,543.5
million 1o the economy of PHG.
In terms of tofal exports, all
major agricultural commodities
accounted  for 124%%  while
coconut products {copra, coconut
oil and copra meal) cootributed
1%, Coconut producis ranked
fourth as imporiant agriculiural
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export commaodities behind palm
oil, coffee and cocoa.

A total of K1 billion has been
confributed to  the national
ecopomy of PNG by the coconut
industry from 2001 6o 2010
Despite  the challenges  the
industry has faced because of
deregulation in 2002, it has
continued to generate an average
of K30 million per yvear in the
past five years. This represents
73% of the amount penerated
before deregulation. In 2008,
exporl  revenue from  coconut
products reached its highest level
afl K247.8 million, dwe (o copri
producers’ positive response fo
the high copra prices that
prevailed in the first half of the
vear. The production of more
copra resulted in ncreased
coconutl o1l output and & record
high total revenue for coconut
products in 2008,

I Coconut Production in OY
2009, 2000, 2011 and
Forecast for CY 2012

I.1. Coconot Production

The estimated 1,742 million nutz
per annum from 2008 o 2009
{Tabhle 1% are based on the
assumption  thal  coconuls  On
221,000 hectares are productive,
Assurming il all the nuts were

Tabda 1; Anmﬂl Em:um.ﬂ Prn-durl.iun in Mut and Edpri Emiﬂhrl'l

1000 Ha m
2009 1 1,485
2010 g 1,495
201 | 1,495
iz bl | 1495

Mot =Diata bassd on 221,000 ha of coconu® =16, TRS nutsMahy )

PG corvensian Brclod g 5000 muls per MT
Timpsares method wag wsed o fomeas) 2011

# Timesaiing methond wees (ssd 10 fotecasl 2042 by avernging achisl peodycton from 2HKE- 011

Sowee Kokomas Indasti Kopomseg

avitaging adus peoduction from 2007 - 210
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processed  inlo  copra,  an
estimated 299 000 MT of copra
would have been produced per
annum  {Table 1) As  the
copraimproved towards the end
of 2010 and January 2011, it is

forecasted that 2010 and 2011

might have a shight increase in

the number of nuts produced.

a) Coprg prices, [n certain parts
of PNG coconul is one of the
important sources of mcome
for families in rwral arcas
where  there s no  other
allemative source of income,
Howewver, these rural farmers
do not entirely depend on
coconut for their livehhood
The farmers will continue o
make copra if the prices are
profitable for them in terms of
their tme commulments in a
day or a week, So when the
prices are high farmers will
Ensure o collectmore
coconuts, even from  gully
areas where they would not
normally cobkect nuls,

by Labour  infensity;  Copra
production 18 fairly  labour
imfensive and farmers often
have to hire labourers to pick
and cut the copra it they want
te harvest  their  entire
plantations. The following
SCERATIOS are common in New
Guinea Islands region:

» When the price of copra is
low farmers cannof afford
to pay the wages of the
fabourers.  and 83 &
propariion of their cocosmul
plantations are unharvested
and production is reduced.
This occurs because the
marginal costs of labour
required to pick, process
and camy more copra o
transport collechion pomnts
are too high when prices
are low,

* When the price of copra s
high farmers can afford to
hire  Iabourers and  stan
collecting larger
proporiions of  their
plantalions thus ncreasing
prodLCEon,

a [ PME, the
collectingeffort 5 quite
low — put s collected
after it has fallem: this
ConrEss %] India,
Indonesi and the

Philippines where the fruit

i5 harvested off the palmsa

c} Lew Econmomic Remmrm: An
analysis on the return on
labour for copra production

hghlighted that COpra
provides a relatively low
return o smallolders. For the
average  smallholder, this
return woold cover the costs
of!

# |abour involved 1]
collection: of nuts off the
ground

& fghour  imvolved i de-
hasking the put  plus

removing  snd  sun-drying
the kemel or the use of a
drier; and
o fransport of the copra fo a
baying point
& his process involves Tabour
and time that could be
devoted 1o other income
earming and  household
activitics
dy Clpporfunity cosfs, In certain
parts of PHG alfernative
employment  or  income
generation ppportunities  are
scarce that copra production

becomes an aliractive oplion. [
This option becomes viable =25

for islands or remote coastal
preas  provided  shipping
services are rehable and moad
links are accessible.

e} Agrononile  comditlons i
COCORNT  gErowing areas:
Eighty per cent of copra in
PNG 5. produced by
smallholders who prow the
crop on blocks ranging in size
from one to three hectares. In
general, these smallholders
practice  low-input  coconui
farming systems resulting m
low palm productivity per
hectare and substantial yeeld
declines aftributed to pests
and dizseases. KIK and PMNOG
Cocoa & Coconut  Institute
Limited {OCIL) will continue
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bo invesiigate  the  feld
production problems
encountered by the
smallholders  so  practical
long-term  solutions  are
developed.

) Serdlin: A cotical factor that
will affect the  future

production of coconut is the
senility stages of most of the
coconul stands in the main
coconul  growing  provinces
(refer to Section 11,33, The
stakeholders in the coconut
industry have long recognised
the aging issue of coconuls
but no real attempts have been
made o develop practical
ways of replacing the senile
palms. KIK is addressing the
senilily issue as a challenge
that neads the cooperation of
all  relevant  stakeholders
working together utilising the
public-private partnership to
identify  funding sources to
underake the national
coconut replanting  programs
over the next 10 years.

IL2. Area wnder Coconut by
Region

There are |4 provinees that grow
coconut and are grouped into
three  coastal amd  maritime
regions as shown below,

lalands:

Baugansiie and Macus
Waw Gulesa | Morste, Madang, East Sepk
Malntand: Bl Spedaun

Southam: Wosiorr, Gull, Condal, Mine

PMG reported in previous APCC
meetings  thai the area under
coconuls has decreased from
248 00 hectares f
271 (0hectares (Table 3), The
dechine was atributed 1o an
estimated [5% of land replaced
by oil palm developments in
Wesl New Britain, New Ireland
and Milne Bay provinces in
19805, Another |0 hectares
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has been lost 10 pesis, diseases
and bush fires. KIK has assumed
that no major chatges o land
arca coourred from 2008 — 20140,

It should be noted that Mew
Guinea Islands region has the
largest area  under coconuis
(T0%4), followed by Mew Guinea
Mainland (20%0 and Southern
region with (9% [t 15 also
assumed that no major changes
pocrred  in the  land  areas
deviored (o coconuts.

KIK plans fto undertake a
countrywide appraisal of existing
coconut blocks and plantations
PNG to verify the actual area
under coconuts. EKIK wall be
collaborating  with COCIL and
provinces  to conduct the
appraisals, which will be Tunded
by the Government over a four-

vEar period,

' mgmwﬁumm.
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IL3. Age Profile of Coconut

Trees

Mo surveys have been conducted
i defermine the age profile of

coconuts in the coconut growing
districts in last decade.

The age profile in Table 4 shows
that less than 1% of the palms are
[0 years or below while the 49%%
are bearing and 30% are senile.

[f i5 apparent thai coconur
senility is & major issue for PNG
to address wrpently through its
replanting programs in the next

10 years. Most Papua New
Cuneans  find it difficult to
replace  old covonul  palms

d. Copra

Sewercw Roplowial Pkarbey Kogere s

because these are used as land
marks
boundares in villages, There was
alsp po promotion for coconut
replanting in the provinces over

demarcating land

the vears.

1.4, Constraints ! Issues
Related to Coconul
Production and Farm
Productivity

The major constramts o coconut
production and farm productivity
are outhined below:

A Spil nuirient deficiencies; A

coconul  outrifion  sudy o
PMG revealed that there s
wide spread nitrogen, potash
and chlonine deficiencies in
the coastal and  mantime
prowvinces,  Smallholders  do
not apply fertilizers because of

finamcial consiTaints
Plantations may apply
ferfilizers when the copra
prices are high.

b. Low in-put forming sysiems

Currently  all  smallholders
practize low in-put farming
systems. Most farmers do not
noomally ke Hme w0 maintain
their coconut  hiocks  when
copta prices are low. The other
reason is related to the lack of
effective exiension  SeTviCEs
provided by KIK and OCTL.,
Lack  of  resowrces:  Most
smallbolders  fack  physical
{ep. tools and chemicals) and
labour resources o produce
and process pood quality
coconul products, This s due
to finzncial constraints as most
financial institufions  are
reluctant to provide credit to
coconul farmeers,
is o  mor-profitable
coconw prodect: The price of
copra i5 lower than that of

f.

crude coconut ol in the world
market. The mamn reason for
young people not interested in
miaking copra 15 because it
does not provide a viable
gource of income compared o
coffee, cocoa and rubber, KIK
and CClLare explorng ways
in which to make coconut
production a profitable
venture for smallholders
Bio-security  theats:  Two
major hio-security threats are
affecting the covonut industry
at this stage. Scapanes and
Bhinoceros  beetles,  have
destroved all hybrid coconut’
plantings in the Mew Guipza
Islands provinees, The recently
wentified  Bogia  Coconut
svodrome (BCS) caused by a
phytoplasmais also gradualiy
killing  coconuts. o Bogia
District in Madang Province,
KIK and CCIL, in
collaboration with other key
stakeholders, are monitoring
the progress of these threats in
the provinces throughout PRG.
The lack of funding support
from the Nanonal Govemment
from 2007 — 2010 has also
delayed  the comprehensive
delimiting survey of Madang
Province in order for 1t to be
declared az a BOCS province in
PMG.

Lack of capacily o produce
cocomd  seediings:  CCIL
currently  produces  hybrid

coconut seedlings but does not
have the capacity o produce
the required 13.5 million seed
nuts® for replacing the senile
palms in the coconut prowing
provinces over a period of 1D
vears, KIK and CCIL have

CCl cumently produces hybrid
coconut seedlings denved from
crossing Rennel rall (Solomon
Islunds origin) with Red Malayan
chorarf.

125 million seed mats were
derived in the follewing manner
22K hectares x 500 senile
coconuts x 123 palms/ hectare,
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promoted hybrid coconuts for
replanting, under-planting and
expansion over 1he fast decade,
However, the susceptibility of
hvbrid  coconuts 1o beetle
damage has  discouraged
farmers from planting hybnd
COCONULS

g Paor Extension Services: The
rafio of extension officers
farmers in a distncts 5 about
1:9,500. This reflects the
difficulty the provinces are
having in terms of providing a
decent extension service 1o
farmers. In the case of cocanut
crop, CCIL either has a single
officer (2. Manus Province)
or two officers to provide
extension - advise o coconul
farmers in a province. Due to
manpower constraints faced by
CCIL it 15 not able to assist
mamny cocenut farmers in the
districts.

1.5, Policies  to Promote
Coconut Farm
Productiviry anil
Increase Farmers®
Ineomes

Klk and OCIL in cossultation

wirth other stakeholders, has been
formulating appropriate  policy

guidelines to  address  issuwes ||
affecting coconut farm
productivity and  improving
farmess’ incomes  in the
following areas:

(a) Coconet Based  Farming

Svsfems: KIK and CCIL are
promoting the coconut based
farming svastems o address (i)
the =zoil nutrient deficiencies
and (i} low n-pul farming
systems, CCIL is developing

appropriate  coconut  based
farming  systerms oo ot
research staton.,

(b} Madltzation of Coconnul
Farmers aiel Credif
Facilities: Currently  most
firancial  nstitutons  are

refuctant to provide credit to
coconut  farmers:  smply
because coconut farmers are
not  organised into  farmer
cooperatives for pooling their

resources. As 4 consequence
most  smallholders  lack
phvsical  (eg.  tools  and
chemicals) and labiar
resources 10 produce  and
process good guality coconut
products, BIK and CCTL will
be working with relevant

poOvemnmment  agencies 1o
mobilize farmers Il iy
EMF:':TBIZH."C‘& 4] iil:-l'l]l:'l."t

economies of scale in their
coconut production.

{c) Developmg  an  appropriate
mix of coconsi products: K1k
and CCIL will be developing
a model for coconut farmers
to produce an appropriate mix
of coconul  products  which
will result 1 a higher income
compared to copra.  The
approach 15 1o explore wavs in
which to make production of
a mix of coconur products as
profituble ventures for
smallholdders,

() Management of Bio-security
Threars: KIK and CCIL are
working with refevani
govemment agencies (e
DAL, Mational Agncualture
Chmrantine &  Inspection
Authority (NAQIA), O3l Palm
Research Association
(OPRATY, Provincial
Agriculture Divisions, eic.) o
monttor the  bio-security
threats in the provinces, For
gxample, a Technical Steenng
Committer has been formed
o address the Bogia Coconnt
Syvndrome. This commitice
has  developed  effective
guarantine meeasures for pests
and  disezse  control  in
provinces e resirict
mowvement of coconuts within
and berween provinces) bur
need [unding support.

(e} Establishment  of  New
Coconw! Seed Gardens and
Disirict Nurseries: Four new
coconut  seed  gardens  at
strateric  locabions in PRG
have been established
between 20010 and 2011, In
addition to the two existing
coconil zeed gardens  amd
have so far established 13
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coconut seedling nurseries in
the provinces where the seed
pardens are for ease of access
by farmers, This is done in
order to facilitate the traning
of  coconut  farmers
undertake effective replanting
and under-planting coconuts
in their blocks, The
suscepnbiliy . of  hybnd
coconut  palms  fo  scapanes
and rhinoceros beetle amacks
has led KIK and CCIL o
promote the multiplication of
bocal tall vaneties in nurseres

for the rehahilitation and
replanting program.
(f} New planted  areas:  From

2006 — 20058, a wal of 1,338
ha has been planted. National
Cioconut {and COC04 )
Production Improvement
Project funded by the PNG
Ciowernment has been
responsible for rehabilitating
and replanting a (otal of (44
ha i 2010011 [35% hybnds
and 65% local tall varieties).
Hence, between 2006 and
2010, a total of 1,482 ha
planted, Based on demand
from stakeholders, the CCIL
forecasts that LRI
seedhings or an  eshmated
5000 ha w be planted in
2012,

{®) Effective Extension: CCIL has
comimenced identifying
suitable  partners  in the
provinces to undertzke
relevanl exiension programs
to- address the major factors
affectimg coconut productivity
on a per hectare basis (ep.
improved ol and  crop
huzbandry practces,
improved  technologies  for
producing allernative coconut
products, etc.).

M1 Coconul Replanfing / New

Planting, Hehabilitation
and  Farm  Productivity
Programs

LY. Coconut Replanting/™New
Flanting Program



The program was identibed |
through available information to |
KIK and CCIL on the number of |
smallholder hilocks and
plantations that are either in a
rindown or abandened stames, In |

order for the rehabilitation and |
replanting program (o be mapped |

out a physical inspection and
appraisal of each plantation and
smallholder project needs to he
conducted

Landowner groups in the vicinity
of the abandoned plantations
have shown interest o be
involved i redeveloping them.
Some land owrers have
physically  moved into  such
plantations and subdivided them
intd hlocks where they collect
nuts, which are either marketed
as whole nuts or made into copra
foir sale,

Some landowner groups and
communities bave been consulted
discussing the possibilities of
forming cooperatives o take
ownership of the sbandoned
plantations.

The smallholder and plantation
rehahilitation and  replanting
program s outlined in a proposal
submitted te  the  natonal
government this vear for funding
in 2012, Specifically, the
program 15 aimed at addressing
several 1ssues relating 1o the

rehabilitation of the coconul
industry;
a) Abandomed COC

blocks: There are many
plantations  throughout  the
coastal provinces n PNG that
Were abandoned when
expatrate plantation
managers left them. This has
been occuming since PNG
gained independence in 1975,
Most of these plantations
were left to private companies
amd national  individuals (o
manage, however, lack of
prudent management  skills
coupled with low copra prices

and high cost of production
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have  resulted in most
plantations and smallholder
prijects o rundown or have
been abandoned,

Dwver the years, many of the
abandoned plantations  have
been subject w land dispules
between various Landowner
Groups. Thus, there s 8 need
for land ttles of  these
plantations o be resolved so
that interested Landowner
Groups or individuals can be
given the opporunity o
redevelop them,
Hehabilitation cined
Replanting:  Many  coconut
plantations and smallbolder
blocks have either pone info
bush covered with dense
under growth or are covered
with thick tall grasses such as
kunai, elephant grass and
creeping plants due to lack of
interest by farmers.  In
addition most 1 oot all of
thess plantations have
coconuts that are s6ll bearing,
however, some have gone
senile and need replanting, An
inspection and appraisal of all
plantations  and  smallholder
blocks will be conducted
unider  the  rehabilitation
PrOgram,

Copra Processing Facilities:
[Due to the abandonment of

b)

)

sitallholder blocks and
plantations, processing
facilities  have deteriorated

bevond repair. Most of these
facilities have out lived their
operational slatus and
therefore require replacement |
with mew  techoology  on |
processing  of  coconut
products

The owverall objective of the
program is to identify and
appraise  all  mondown  and
abandoned  smallholder  blocks
and  plantations  and  facilitate
rehabilitation  and  replanting
programs. There are seven major
outcomves  expected  from  the |
planned program over a four year |
period and these include: i

I. Rundown and abandoned
smallholder  blocks  and
plantations are identified and
appraised  and  ownership
status verified and
development plans
formulated;

2. Three  Regiomal Coconut
Resource Centers and central
coconul nurseries established
and resourced;

3. Nine rundown plantations [i.e.

three plantations per region)

rehabilitated and replanted;

[istrict coconut development

pians formulated and district

coconut nurseries established;

5. Coconut ETOWETS farm
farmers”  cooperatives  Tor
pooling their resources for
extablishing market networks;

. Members of farmer
cooperalive frained i
replanting and under-planting
technologies; and

7. Farmers' cooperatives
produce value added coconut
products for domestic and
export markets,

The beneficiaries to this project
will he men, women and wvouth
provwring coconut an the fourteen
(14} coastal provinces and the
fortv-twao (420 districts.  Dhirect
henefits will go to communities
gndfor landowners or owners of
rundown or abandoned
plantations  and  smallholder
blocks. General population of the
area within the wvicinity aof the
plantations  and  smallholder

| blocks would benefit through
| employvment opportunilies and as

a result improve their livelihood.

Coconut has been grown in these
lecalities for many vears and thay
are of no threat to the
environment. o a recent study
coconut was shown o ke an
effective carbon sink provided
the crop was grown under
adeguate  growth  conditions.
Unlike forest ftrees, coconut
gllocates the bulk of the carbon
[(B3%%) in it perishahle pars (e.g.
leaves, nuts, peduncles, etc). It is
thersfore an important source of
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OFganic matter accurmulation in
s0ils where coconiils are grown,

KIK and CCIL have begun
addressing some of these 1ssucs
by codlating nformanon  on
rundown plantabions, Compiling
the fist of registered coconut
plantations n the three cocomul
growing regions has revealed that
very limited nformation s
available on these planiations,
Thus, there is an urgent need to
undertake an  appraisal o
eslablish amnd confirm the statos
of the plantations. In order to
conduct  the appraisals  and
execute the rebabilitation
programs KIKACCIL will require
Mational Governmenl  funding
support through. the Plantation
Rehabilitation Program becanse
of limited financial capacity.

This 15 based on the knowledge
that there is an wrgent need o
most SOCOmUT growing areas far
cotonul replanting programs o
be planned and implemented
immediately, The situation 15
more urgent for districts with
proJonged dry seasons of three —
four months as  the overall
productivity of older coconuts
declines earlier than areas with
adequate rainfalls.

M.l Coconwt Rehabilitation
by Intercropping and
Livestock Integration

Cocont
hecoming

a5
An

mMOno-Crop s
uneconanical

praclice n situations where land |

shortages arc  occurring  as
popeiation  increases  m rural |
communities such as in  the

Crapelle Pepinsular area in East
Mew Britain provinee,

The need to develop appropriate
coconul based Farming syslems
15 being recognised as a practical
way of addressing this issueg in
the long term (CCRI 2002},
However, KIk and CCIL have
vel o develop  appropriate
guldelines for promoting
inercropmng  and  livestock

integration under coconuts,
In Mew Guinea [Islands and
planted as a shade crop for cocoa.
hectares  under  coconub/cocoa

intercrop is based on land under
covonutivocoa from New Guinea

Islands  and  Mew  Guinea
Mainland (Table 5.
In PMNG smallholder ooconut

farmers. do nod radse livestock
under thewr coconuts. Currently
only Coconut Products Limited
(CPLY s practicing  livestock
imtegration with coconuts in East
Mew Bntain provinge, The
company  has  fowr  coconut

e

Table 5: mercropping amd I.}url-n-:k
htagmtim in Em:qmlt Farms

| wnroopien r

Eﬁ-—!l‘lﬂ

S DR el H Y

S Knkooas magetn Keyinsessn

plantations with cattle paddocks
and it had a total herd count of
2,919 in 2010 (Table 5). As of 23
MNovember 2011, the tofal herd

stze was 2811 cattle.

L3, Coconut Rehabilitation
by Fertilizer Application

For commsercial Cocont
production on a plantation basis
proper sml nutrient statuz of the
selected site necds to be assessed
| o determine the suitability of the

grea b be wsed for coconut
| production.

MMainland provinces, coconul was |

The estimated area of 95091 I

1

| A coconut nutrition  swody 0
| PNG revealed that there is wide
spread  mifrogen,  potash  and
chlorine deficiencies i the
coastal and maritime provinces
where  coconuf 15 currently
cultivated. However, no in depth
sudies on the agro-ecological
requirements  of  coconud  have
been conducted in the provinces.
KIK and CCIL will need 1o
develop a program on coconut
rehabilitation by fertilizer
application under the proposed

cocont rehabilitation and

replanting program,

IV, Performance of  the
Coconut Processing
Industry

I¥.l. Production and Export

of Traditional Caoeomut
Products from 2000 - 2011

The main fraditional coconut
products  produced o PRG
include copra, crude coconut oil
and copra meal, The production
and export data for these
products are shown n Table 6,
The following percentages of
copra were exported: 18% in
2009, 25% in 2010and 29% in
2001 from January to Seplember,
The bulk of the copra 15 milled in
the local copra ol mills. PNG
exports bulk of the crude coconut
oil (CNO) and copra  meal
produced each year, It i3
estimated that about 3 tomnes
{0.01%) of CMO s used as bio-
diesel by local  shipping
companies to operate their ships,
PHG doss pot produce  the

IhFinwing traditional  coconut

Tﬂtﬁm-ﬂﬁw‘thﬂMﬂhﬂn‘l Fm-dwhfrnmm HH

il5le]
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products on a commercial scale:
desiceated  coconut,  coconut
milkicream, charcoal, activated
carbon and coir fibre, CCIL will
be - assessing  the  economic
feasibility of producing VOO,
charcoal and activated carbon for
domestic and export markets

IV.2. Production and Export of
Son-Traditional or
Emerging Coconul
Products from 2008 -
20140

The only non-traditional coconul
product produced m PNG 5
virgin coconut ol (YOO) (Table
7). Itz produced on a small-scale
basis for domestic consumption,
especially for cooking and as a
food supplement. KIK and CCIL
are exploring practical ways of
increasing  the production  of
VOO

IV.4. Average FOB Prices of
Major Coconut Products for
CY 2009 — 2011

The average FOB prices of the
major cocobul  products from
200% — 2011 are shown in Table
. The FOB price trends show
that they were higher in 2009,

then declined in 2000  and
improved in  the first three
quarters of 201 1.

Like in other coconut producing
countries, farmers only produce a
lot more copra when the FOB
prices increases beyond
LIS$500.00 per tonne.

V.5 Number of Coconut

Processing  FPlants  and
their Capacities  from
4 — 20011

Tabin ¥ Production and Exports of Mon-Tradiional Ceconut Products Troen 2009 - 2014

*rher non- mdbons moonat
NEF demales "NeCommenisl Producion” in FHG

g 0 o Bl
¥oo Smail-gcais HIL | Smalkscals Nil | Seallscale Hil

Nulee: “The kind ol cleo-chermical may be tpadiied
peoducts may be speciiad.

IV.A Summary  of Coconut

Product Utilization in the
Country for 2011

A potential total number of nuts
produced  from  January  fo
September in 2001 is [,12]
million outs, Oul of these, 21%
was estimated to be consumed in
daily meals, 0.003%  was
converted o VOO while 64%
was. used for copra production.
Of the 720 million nuts used for
copra, 45% of the nuts were
milled into crude cocomut oil
(CHWOY) and 20%; of the nuts were
E:i'.pl.'.‘-ﬂ'.“'.d A% Copra. 0 OVEFSEas
markets. It should be noted that
about 3 tonnes (0.00%%) of the
N is used domestically as bio-
diesel by the local shipping
companies to operate their ships.

34

In PNG no new commercial
cocomil  processing  facilities
were commissioned for operation
froam 2008 2010, CCIL
commensed  constructing  one
WO plani amd ane
charcoalactivated carbon mill in
2009 and are expected to be
completedin 2011

Tabln & Averags FOB. Pricn of
Coconut Pm-chﬁ per Tonne in
CY 2008, 2010 & 2011

far

787

Copra 45 | as0

Cocanl 0l

Copra Meal

Tk 1.0

197 | 174 158

Sowroe; Kokonas Indastn Koporessn
Motas: KinafUis exchamge mees 515365

There are thres copra oil mills in
PN and these are sitwated in
East Mew Britain and Madang
Provinces {Table %) The largest
copra oil mill 15 in East New
Britain while the second largest
one 15 0 Madanpg., A medium
scale ol mill 15 also located in
Madang Province. CPL and
COPM continue  to expenience
problems with their old expellers
as parts of the expellers come
from USAL

V.6, Update Recently
Adopted M atiomnal
Quality Standards of
Coconul Products

KIK and CCIL with the private

sector  participants  recogmise

that the quality of copra
determines the quality of CNO
and copra meal, PNG currently
uses three grades of copra,
namely Hot  Air, Fair

Merchandise Standard (FMS)

and Smoke copra. KIK is

developing a national copra
quality standard and it 15 hoped

that 1t will be released in 2012,

of

gy | 'y I.-_. 1
Coconut Products L i
B e AL IEPLL | 3 expeters | 72000MT | 4ng28MT
Coconut 04l Production 2
Pristine Co. Lid, adang Texpellers | ANDOMT | ZADDMT 4
ates umnmﬂ«ummwml

AL denotes Acius! UiHization {Annuai)

Sourtd; Kokoers Indesfri Koporaisn
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KIK momiors the quality of
copra  exported overseas by
undertaking export inspections
before copra are loaded onto
ships. KIK works with NAQILA
ter ensure that the exportimpon
quarantine requirements of the
importers are complied with
before loading the copra onto
ships.

V. Marketing and  Product
Fromotiomn
V.l. Major Market
Destinations af
Traditional Coconut
Products

The major market destinations
for  the waditional  coconut
products are shown in Table 10
from 2008 - 20010, The main
desbinations for copra  exports
were Australia  and the
Philippanies. The mun  marckel
destinations  for CNO were
Metherlands, Germany, UK and
Singapore. Austraiim and New
Fealand are the main importers
of copra meal produced in PNG,

The Furcpean Union countnes
are becoming quality conscience
more than ever, The copra meal
must contain very low levels of
cedain  contaminants  such  as
aflatoxin and dioxin at acceptahle
levels a3 required by the
importing countries. In recent
tires, the European Linion has
imposed maximum  levels  of
contaminants such as dioxin and

aflatoxin.  Consumers  require
high food and feed safety
standards becanse these

contaminants affect both human

and ammal health, European
countries  do nol  accept  by-
products  fromm copra dried
directly owver fire using wasie
malerals. In order o avoid
aflatoxin  contamination, copra
must be dried 1o a moisture
content of &% before 1t 15

expelled o extract crude coconut

and copra meal,

V.1, Governmeni Policies
Related tn Coconut
Trade and Market

MNew Grovernment Policies

There have been new importent
Crovenmmet development
policies or snitiatives launched in
2000 that are expected o
enhance the coconul trade and
marketing in FMNG i the long
term. The main ones are as
foliows:

Papue New Guinea Vision 2050;
Wealth Creation 5 strategic
focus area twe in the Papua New
Guines Vision 2050
(Government of Papua New
Cuines 2000%, The focus 15 (o

develop  agniculiure,  forestry,
fisheries, tourism and
manutacturing ventures 4]

generale around T0% of GDP by
2050 with the balance coming
from mimmg, petroleum and gas
ventures n the non-renswable
sector, For agriculture, the vision
proposes (o establish two major
impact agricultural projects m all
D districts, expand production
volume of all major cash crops o
enable downstream processing,
provide two agriculture extension
officers per district, improve the

IS ol

Tabie 10: Major Market Destinations of Traditional Coconut Products
in 2008 - !m

Australia al'ldPﬂin-pil'H

Emdilr Coconut Cil {CNO)

Metherfands, Gﬂn‘nm UK and Singapore

Copra Mozl

Australia and New Zealand

Sowrce; Kokanes Ingesin Kepomeen

Mode:  NCF dencies “No Commercial Prodection” in PHG.

employment conditions of
agriculteral officers, and
establish 2 wmified agncultural
plan by 200 5.

KIK and CCIL need o identify
from the  forty-two coastal and
manbme districts where impact
coconul  development  projects
should be established and advice
the Mational Crovernment
accordingly.

Papeig New Gelned Developmen!
Srm.r-ryn: Plan (PNG DEP) 2010
203(°; The goal of Agriculture &
Livestock Sector under the PRG
DSP is that “A world class
agriculture  secior  that s
responsive o inkermational and
domestic markets for a diverse
range of products and provides
the best avallzble income and job
opportumiies” 1% developed in the
nexl fwenty vears.

Coconwl  mdustry  has  been
identified as an  important
subsector of the Agriculture &
Livestock sector under the
ecopormic sectodal sirategies. The
PR DSFP haz set an ambitious
production target of 440,000
tonnes for copra (o be reached by
2030. This is a challenge for
kI, CCIL and other industry
stakeholders have to  address
during the planning period,

Nasigral Agriculture
Development Plan (NADF) 2007-
20016 The NADP highlights the
importance  of  making  the
agriculiure sector more efficient
and competitive through private
sector development and growth
and mereased agriculiural expors
(DAL 2006). The NADPSs
priorities for the developmenl of
coconul industry are o promote
SCAName privduction for
domestic CoOnsuMmption,

Adapred {rom  Apziculoure &
Livestock, Part 5 Economic
Sectoral Strategies, Papua New
Guines Development Strazegc
Plan 2010 - 2030, pp. 89-92,

-
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downstream  processing,  value
addition and export

o 2001 DAL revised the NADP
with the assistance of ARDSF, an
Austraban Government AvusAlD
funded program of support using
the Apncultural Kesearch for
Development [AR4D} approach.
The eight components of NADP
were expanded nio ren { 10) new

thematic programs and  these
mcluded: (i} Enhanced
productivity and soale of

production; (i) Research  and
extension for development; (iii)
Matural resources and enerpy
management; (vl Food safety,
quality and nutrition; (v} Human
capacity  development  and
entrepreneurship; (v} Agro-
processing and marketing; (vii)
Information management  amd
commumnication,  (viii) Policy
analysis, advocacy and enabling
policies; (%) Institutional
capacity strengthening; and {x)
Fespurcing, management  and
coordinatton. KIK  thematic
programs have been scoped (o
contribute 19 the results in the
realigned MWADP.

Cocontid indusiry; KIK projected
to double coconut production to
200,000 donnes  of  copra
equivalent by 2015 under NADP.
However, KIK needs o mevise
their projecied COConl
production target for 2015 m the
light of ithe proposed copra
production of 440,000 lonnes
proposed in the PMNG DSP 2010 -
2030, KIK is working closely
with CCIL 0 ncrease the
production  of other coconut
products (Vicgin Coconut  Oil,
e0conut s0ap, coconut vinegar,
coir products, efc) for domesie
markels.

Coconut is both a cash crop and a
significant food source m PNG.
Coconut 13 & significant food
trade commodity 1 PG, with
growing significance especially
in the highland provinces. KIK
estimates that about 310 mllion

nuts (equivalent to 52,000 tonnes |

copraj are consumed ino daily
diets per vear.

Existing Export and Import
Tarill Rates

The  Government  currently
imposes export levies on  the
following coConit
products;Copra — US$17.00 per
MT: Crude Coconut Oil (TN -
US$22.20 per MT; and Copm
Meal - USE5.00 per MT.

KIK generates its annual hudget
by collectingthe above expont
levtes. The annual income is
dependent on  the volume of
copra, CHO and copra meal
export each vear. KIK relies on
these levies o fund s annual
regulatory operations.

Megotiations have commenced
between KIK and the Mational
Government to provide at least
T annual budget suppoit 50
that the export levies can be
reduced owver fime. Copra
producers and exporters have
argued that high export levies are
an additional cost to the overall
cost of producing copra  and
CNG,

There is a 25% tanff oncopra
imported e PG, KIEK s
negotiating (0 remove the tariff
becavse there 15 imsufficient
copra produced intemally o meer
the throughput of existing copra
mills,

Support for Coconmi Indusiry
MMarket Promotions

PNG Government support  for
coconul  indusiry markehog
promotions s subject o
availability of budget allocations.
V1. Coconot  Hesearch  and
Development Updates

R & D

Corrent  Coconuaf

activities

The current
activities  are

R&D
by

coconut
undertaken

CCIL  at  Stewart  Research
Station in Madang Province.

4} Coconut breeding: The main
research  activittes of  ithe
coconul bresding programime
have been conducting surveys
and  germplasm  collection
throughout PNG for coconut
breeding, The main research
emphases  were Lo attain
higher vielding palms, [asl
growth, canopy shade
precocity, adaptation 1o local
SNVINonments, and resistance
[0 insect pesis.

A review of research ophons
by DAL with the support of
ACIAR concluded  that the
only option was 1o introduce
msect pest tolerant planting
materials. CCIL is antempting
to develop insect pest tolerant
coconut varieties. The work
on screening for insect pest,
especially  beetle  pests, 13
progressing very slowly due
o financial constraints, This
i& amn mportant  coconul
breeding  component  that
needs urgent follow up work
o identify  the  resistant
coconut varehes to the beetle
pest  im PMNG. Both  for
smitllholders and plantations,
resisianl coconul vareties are
the most economical,
environmental and sustainable
method of controlling  the
beetle pest.

by Cocomur  agromoimy and
farming  susiems The
Coconut  Apronomy  and
Farming Sysiems - seclion

pddress  several aspecis of
coconul  cultivation  and
management. A parlicular
emphasiz is given o the
agronomic  requirements  of
coconut hybrids, which are
being developed by CCI, and
to farming svsiems research.

Two approaches are being
investigated to address the
coconul - senility  issues: (a)
Under-planting of  high-

L1
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e

yielding coconut hybrids in
old coconut groves, and {b)
Intercropping with alternative
cash crop species. Several
combinations of intercropping
gre being tested: coconut and
vanilla; coconut, banana and

pineapple; coconut  and
pineapple;  coconul,  cooo0d,
banwna and  kava; and

cOConul, cocod, pepper and
kava.

The project on  poverly
alleviation using the “coconut
baged farming and lvestock
integration approach: an on-

farm  intervention” s a
promising area for the
Cocomut Bgronomy and

farming systems focus. The
preliminary results  showed
that the farmers were willing
o adopl the coconut based
farming systems approach
because of the likely bencfits
they woukd be recerving in the
long term. Nonetheless, lack
of consistent  funding  for
operational  and  logistic
agpects of the project from
CC1 resulted m the non-
implementation  of  certain
components of the project

Coconut patholagy: There 1s
no separate program o on
coconutl  pathology at CCL
However, with the outhreak

d

—

Madang: KIK, CCI, DA&L, |
NAQIA, Oil Palm Research
Association (OPRA}  and
Madang Ddivizsion of Primary
Industry. CC1 has undertaken

preliminary field
identification of BCS
sympioms  in East  Mew

Britain and Bougminwille
20 HD.

Cocomet  entomalogy:  The
devastating insect pest attacks
by beetfes, namely: scapanes
beetle (Sroapanes  ausiralis),
thinoceros  beetle  (Ovpcies
shinoceros) and black palm
weevil [ Bhwchophoris
bilimeatus) contine fo limit
the eoconut expansion and
replanting programs in  the
Mew Guinea Istands

The entomology  research
pmgrammr 'FI.'EI' coconuts. o
investigate control  meastires
commenced 1n 1992 after the
establishmem of facilities in
199]. Cootinuing  senous
damage and loss of coconuts
Focussed the [nstibate’s
entomology section’s research
on new wiays of pest control,
Past atempis o control
Scapanes and  rhinoceros
beetle by conventional use of
chemtical. CCl has undertaken
some  strategic research on
effective control measures on

¢)

The data from screening local
coconul  populations Tor
resistance fo beetles has not
been collected so far due 1o
financial and staffing
constraints at CC1, This work
needs o be funded moorder to
establish the resistance of the
selected elite coconul
varieties before these can be
released to coconul farmers.

dawnsiream
pruna;siu% (COE’- PNG has
traditionally produced copra
from  coconut.  The Copia
Marketing Board (CMB, now
KIE) indicated that it would
support rescarch imto
downstream  processing  of
cocenut in-the late 19905, The
promotion of the coconul
valee additton  was  oan
important sirategy as certain
products of coconuts such as
coconut oil fetched a higher
price on the world market
than copra. By 2003, the
mection had developed o CTOP

Cocord

R&D  program  with  six
coamponenis: {a) Development
of  suitable  coconut ol
extraction  technmiques  for
small enterprises; (b}

Development of edible by-
products; (&) Coir and peo-
texfile prodect development
and coco Obre-wood-cement
boards; (d) Smdies on the

=
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of the DBogia Cocomul damaging insect pests  of utilisation of crude coconul
Syndrome (BCS) in Madang COCOnuULS, ol  as  bBo-diesel; e
af the end of 2007, there is an REelevant B&D work hag been Development of a sumable
urgent need o have a plant undertaken by CCI  in and affordable copra drier for
pathologist located ar  the collaboration with the smallholder farmers, and
Stewart Research Station o intermational oTganisations (%) Studies on domestic and
focus on coconut  diseases, wind other parhcipating infernational  marketing  of
The casual organism for BCS countrics o adent Y cooonut by products.
has been identified to be a synthetic attractant of  the
phytoplasma  and  delimating beetle  Scapanss  australiz.
surveys have been done in the The synthetic aftractant was
hot speot areas in 2008 — 2009, used in plasti:  traps

specifically  for  trapping
KIK has been coordinating all beetles in coconut blocks or
the matters relating to the farms. The beetle trapping i _ _
BCS under the direction of technology has not  been Background __ Anborrrion
the BCS Techmcal Steering developed to a stage wherns provided by KIK and  the
Commitice. The following CCl can release it o the Coconut Downstream
stakeholders are involved in coconut industry. Processing Section at Seewart
monitoring  the BCS  in Research Stuon, Madang

— m— — — — —



Various Coconut Products fram Papus New Guines

The progress of the above CDSP
R&» PrOEramns currently
undertaken at CCIL 15 slow due
mainly to funding consiraints,

Assessment of Selected Coconul
Technologivs

CCIL commenced constructing &
YOO plant, o Coconul  Shell
Activated Carbon  plant  and
facilities for processing coir (ihee
af its Stewart Research Station in
2010, The Mational Government 15
funding these two projects and 1 is
hoped that the two plans  will
operational by the end of 2011,
These two plants will be used as
demonstration plants for producing

WO and activared carbon from
coconut shell.

The data collected on processing
of YOO, shell activated carbon and
cont fibre products wath relevant
economic-analysis will assist CCIL
o develop appropriate  wiable
smabl-scale business enterprises for
COCONUE  coogeratives o venbare
into with suitable pariners o the
POV INCES.

Extension Approaches

KIK and CCI have realized that the
current  extensipn  apgproach s
ineffective and oo expensive o
mamniaan i the long term. The

rd
| reasons sugpested for the cause
foor this

CCl management haz commendead
the process of reviewing  the
current exlension approach with
the objective of developing =
bener extension stmlegy uzing the
cascading  logic  systems.  The
provincial program managers have
also been requested 1o idemify
exlension  service providers o
their respective provioces. This
should enable CCT to identify
sutlable partners it can link up
with  undertaking  extension
activities in the provinces.

The experience from a  few
provinces (e, Madang, Easl Mew
Britain and East Sepik) indicates
that ihe private sector playvers will
only focus their extension efforts
with cocoa and cocomut farmers in
areas with high accessibility and
not with those i remote areas.

Mot enotath information on varigus
coconut technologies released by
CCT is reaching cocanut farmmers in
village wards in distnctsand
financial (nsticutions (c.g. Savings
& Loans Societies, Mational
Development  Hank), KIK -and
CCIL will be addressing this issue
in 2011

In terms of extension literature on
eoconul production CCIL has not
produced any extension
publhcation on coconut production
and processing for smalllolders.
Thiz s a challenge KIK and CCIL
need 10 address as a mater of
urgency. 1t needs to be pointed out
that the information required by
financial institulions on  coconat
production i needed 10 assexs the
profuabality  of smallbolders and
plantutions  producing  cocoa,
coconul or both crops, CCIL needs
10 prepare appropriaie cost benefit
analvsis showing the profitabality
of producing eoconut on either
small- , medivm- and large-scale
enlerprises. -

My, Srephen Meva iy Secretary,
Deportment of  Commerce  and
Ingiustry, Minisiry of Commmerce and
ledusiry, Papee New Guinea. D
Eric £ Owiwryw ix dcling CEG,
Covcon & Coconet fnstinge, Fapua

MNew Guinea
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