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In the 1950s, around 55% of 
India's national income was derived 
from agriculture, 15 % from industry 
and 30% from the service sector. 
Later on this situation has drastically 
changed and by 2010, the 
percentage of contribution was 18, 
26 and 56 respectively. This shift in 
percentage is indicative of the 
economic scenario in advanced 
countries. But in contrast to the 
advanced countries, more than 50% 
of India's population depends on 
agriculture and their contribution to 
GOP is merely 18%. This state of 
affairs demand the cou ntry to 
undertake activities that enhance the 
income and improve the standard of 

living of people engaged in 
agricultural activities. Agricultural 
sector will prosper only if suitable 
systems are put in place which will 
ensure attractive and steady income. 
Pol icy decisions are frequently taken 
by the government to guarantee 
price stability. Stability of prices of 
agricu Itural prod uce ensures steady 
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sustainable price for their produce, 
no doubt wi II boost the confidence 
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of the farmers. Unfortunately, 
ensuring stab le price for agricultural 
produce has always been a mighty 
challenge. A host of measures in the 
form of support pricing, price 
stability funds, import-export 
restrictions etc. are regularly taken 
by the government for controlling 
the volati I ity of agricu Itural prices, 
but the desired result is seldom 
achieved. When we talk about th e 
volatility of agricultural prices, 
cocon ut and its products call for top 
consideration. The average prices for 
the preceding 10 years for copra and 
rubber, the main agricultural 
produces of Kerala is given in 
Table -I 

It can be seen that the prices do 
not cope up with the inflation index 
over the period and it was fl uctuating 
wildly. It is therefore, not a great 
surprise that the farmers find the field 

unattractive. 
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Table 1 
Price of Mi II i ng copra and RSS - 4 
grade rubber ( 2004-13) 

Year Milling Copra Rubber 
(Rs/Qtl. ) (Rs/Qtl.) 

2004 4462 5571 
2005 3686 6968 
2006 3258 8763 

I 2007 3184 9006 
2008 4012 10775 
2009 3362 9756 
2010 4014 16908 
2011 6054 21668 
2012 4278 18440 
2013 5440 16880 

Support prices - Not a support 
anymore 

The government, after giving due 
consideration to the significance of 
the coconut based economy and also 
the existence of the widespread 
small and marginal farmers , the 
pol icy of support price for copra, the 
major product from coconut was 
formulated. Whenever there is a 
crash in coconut prices , the 
government declares support price 
for copra and undertakes 
procurement. However, the desired 
results are not materialized due to 
various reasons. The proposal of 
procurement is an endeavour that 
needs huge infrastructural facilities 
that entai I heavy fi nancial bu rden on 
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Table 2 
Production and procurement of copra during last 6 year 

Copra Procurement 
Copra production of copra under 

Year 
Price at 
Kochi 

(Rs/Qtl.) 

MSP 
(Rs/Qtl.) 

procured 
under PSS 
(in M.T.) 

in the 
country 
(in M.T.) 

PSS 
(in % of total 
production) 

2007-08 3324 3350 
2008-09 4085 3860 
2009-10 3271 4450 
2010-11 4698 4450 
2011-12 5716 4525 
2012-13 4335 5100 

the government. Often the 
government retreat from this 
function after a feeble attempt at 
procurement. There is little logic in 
expecting any better performance in 
future. The details of the support 
prices declared and the procurement 
undertaken by the government is 
presented in Table-II. 

From the table it is understood 
that the government was not able 
to procure even 10% of the produce 
during those years when there were 
heavy crash in prices. It can be 
argued that the measures 
undertaken by the government was 
good enough to prevent further 
decline in prices. But there can be 

12010 714000 1.68 

490 753000 0.07 
61281 809000 7.57 

30600 890000 3.78 
343 860000 0.04 

59275 892000 6.64 

no claim that the intervention of the 

government actually led to an 
improvement in the prices. In fact, 
it can be observed that the decline 
in production in the subsequent 
year saved farmers from the ill 
effects of crash in prices of the 

preceding year. 

Price Stability Funds- No 
longer Effective 

Stabi I ity fu nds are in force for 
cash crops like tea, coffee, rubber, 
tobacco etc. from April 2003. The 
objective of the fund is to provide 
support and to protect the interest 
of the farmers engaged in the 
cultivation of the above mentioned 
crops. The fund amounts to Rs.SOO 
crores and is constituted by 
membership fees of Rs.SOO from 
each farmer totalling Rs.17.12 crores 
and the remaining amount of 
Rs.482.88 crores as support by the 
government. The scheme operates 
in such a way that when there is a 
decline in prices (i .e. when the 
average international price for the 
preceding seven years falls by 20%) 
the trust fund wi II deposit Rs.1 000 
to his account and the grower need 
not make any remittance. In years 
when prices pierces the lower bound 
the grower can withdraw Rs.1 0001. 
If the decline in price is within 20% 
both the government and the farmer 
remit Rs.SOO- each in the fund and 
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if the price increases by more than compensation at the rate of 
20% of the average, the farmer Rs.12000/- per hectare with a cap of 
remits Rs.l 000/- in the fund. At the Rs.60, 000/-. The fall in the rubber­
end of the point of operation of the price which is persisting, is an 
fund ie. 10 years commencing from indication that even the new scheme 
1" April 2003 the balance is not helpful in keeping the prices 
outstanding can be withdrawn by the steady. 
grower including the Trust Funds Due to globalization and various 
contribution and the interest regional agreements, the 
earn i ngs. Th is scheme was government finds itself unable to 
withdrawn on 31st March 2013 due exert any influence on the prices of 
to its unpopularity and a revised commodities through policy
Price Stability Fund was introduced. decisions. It is seen that the efforts 
According to the new scheme taken for maintaining price levels by 
introduced with effect from April promoting exports and by raising 
2013, the average of the prices for import duty do not achieve the 
the preced i ng five years is worked desired results. 
out and if the price falls below 15% It is normal to see great volatility
of this average, the farmer is paid in the prices of produce which have 

seasonal disparity in production. The 
crash in price will gain further 
momentum if the produce is sold 
merely as raw material. Naturally for 
the nominal and small farmers, who 
are unable to collect produce to 
bargain for higher prices collectively 
or to hold the produce ti II market 
conditions become favorable to 
them , the crash in prices will 
continue. In the case of coconut, 
these are the reasons that have led 
to crash in price. In order to 
overcome this fluctuating price 
trend, it is imperative that small and 
marginal farmers shall be organised 
together and collectively produce 
and market value added products . It 
is noteworthy that even when there 
was a price-crash for coconuts, the 

Table-III (month Iy price of RSS-4 
grade rubber from April 2013 to 
February 2014) 

Month Rs/Qtl 

April - 2013 16238 

May - 2013 16879 

June - 2013 17424 

July - 2013 19177 

August - 201 3 18994 

September - 2013 18313 

October - 2013 16331 

November - 2013 15600 

December - 2013 15500 

January - 2014 15269 

- -

February - 2014 14702 
I 
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corporate fi rms engaged in the sector 
did not reduce the prices of their 
products. We have already seen in 
the recent years that the corporate 
firms who were using coconut as raw 
material have made crores of rupees 
in profits even as the farmers lost 
crores due to fall in prices. Such firms 
will not only rake in huge profits at 
the time of low prices but also will 
intentionally create conditions so 
that the lower prices of raw material 
will prevail. If, the three tier system 
of Producer Societies, Federations 
and Producer Companies is formed 
by the farmers, they would be able 
to create a situation wherein they 
would be able to earn sustainable 
farm price. We already have a few 

good examples of such groups. 

Amul as model 
Amul is a model of three tier milk 

farmer collective established in Kaira 
district of Gujarat and was 
instrumental in delivering the poor 
farmers who were on the verge of 
suicide from the exploitation of 
privately owned companies . The 
ground level group consisted of milk 
societies. These formed Milk Unions 
and at the apex level is the 
Federation. A somewhat similar 
system is being formed in the 
coconut sector also. In the Amul 
model farmers keep for themselves 
the produce that they need for 
consumption and the excess milk is 
given to the milk society in which 
he is a member. Milk Unions collect 
the milk from the Societies and do 
necessary processing in order to add 
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va lue or create new products. The 
products are then marketed by the 
Federation. The success of the Amul 
model prompted other state 
governments to follow the suit. Thus 
Milma of Kerala, Aavin of Tamil 
Nadu, Nandini of Karnataka and 
Gokul of Maharashtra were set up. 
Thanks to such a sys tem , even a 
highly perishable produce like milk 
which has an extremely short shelf 
life is fetching a fair price 
consistently to the farmers. Uniform 
price for a produce in areas of 
abundant production as well as in 
areas of nil production will certainly 
be good proposition for both the 
producer and the consumer, as 
evidenced by the Amul model of 
G ujarat. 

To ensure that the small and 
marginal coconut farmers earn a fair 
and consistent income from their 
agricultural operations, it is essential 
that they shou Id opt for addi ng val ue 
to their produce by manufacturing 
new products. This is quite possible 
by procuring and processing 
coconut th rough Farmer Producer 
Organizations (FPOs). It has to be 
noted that as compared to milk, 
coconut has greater shelf life and is 

more amenable to value addition. 

Neera is promising 
Neera is a product that is 

expected to bring regular and high 
returns to the cocon ut farmer. It wi II 
be possible for the coconut farmers 
to earn regular income from Neera 
just like the dairy farmers are 
presently earning from milk in view 
of the fact that there will be no 
volatility in the price of the product 
either as a resu It of any change in 
climatic conditions or by any shift 
in production pattern. As the 
production of Neera is expected to 
be controlled by the farmers 
th ems elves through Producer 
Societies, there is no need for worry 
about any exploitation by 
middlemen. It is estimated that a 
farmer can earn at least Rs.l 00/- from 
a hea lthy coconut tree from Neera 

Globally available 
coconut product brands 

tapping. This will enhance the 
income of the farmer and will boost 
the economy of the state. 

Tender coconut is tempting 
Tender coconut is perhaps the 

next best alternative after Neera to 
offer the least volati Ie income to the 
coconut farmer. Coconut farmers 
can expect to earn regular and fairly 
high returns if they come forward to 
cultivate trees that are suitable for 
tender coconuts. lit will be desirable 
if farmers give consideration to th is 
factor when they go in for fresh 

cultivation or replanting. 

Value addition is 
enterprising 

Value added products will help 
farmers to obtain regular and high 
return s. Coconut chips, desiccated 
coconut powd er, coconut milk 
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powder, virgin coconut oil etc. are 
the products that have good 

domestic as well as export demand. 

Coconut husk, shell, coconut 
water etc. can be marketed as val ue 
added products. Governments are 
offering attractive schemes for value 
addition. A quantum jump in the 
manufacture and marketing of such 
products is promising. Proactive 
measures in this direction with the 
help of Coconut Producer Societies 
will certainly help to stabilize the 
income of the farmers. 

Conclusion 
Earning resonable, fai rand 

consistent price for the produce is the 
genuine right of the producer. 
Farmers are not optimistic in 
achieving price stabi I ity through price 
support mechanism or Stability Funds 
or through policy interventions by the 
government. Attractive and regular 
income for the farmers can be 
ensured only through innovative 
schemes initiated by the farmers 
themselves through their collectives 
wherein procurement, processing 
and marketing are directly done by 
them and not through intermediaries. 
It is encou raging to note that positive 
strides are all over India for such 
activities through the three tier farmer 
collectives. I 
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