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CHAPTER 2 

AN OVERVIEW OF THE COCONUT INDUSTRY IN SRI LANKA 

In this chapter the importance of the Sri Lankan coconut industry 

to the national economy and to the world coconut industry is discussed, 

following which the production, processing and marketing stages of the 

industry and its institutional framework are outlined. The chapter 

concludes with a discussion of past and present government policies 

affecting the industry, which provides a background for the subsequent 

policy analysis. 

2.1 Uses of the Coconut Palm 

Almost all parts of the coconut palm have economic utility. The 

trunk is used by the building industry to make pillars and rafters. The 

woven seasoned leaves provide cadjan, a material used in roofing. The 

ekles are used to manufacture brooms. The inflorescence can be seasoned 

and tapped to obtain sweet toddy which is an input for producing alcohol, 

vinegar, treacle, juggary and sugar. The water in the tender nut is a 

refreshing drink. But the major economic uses of the coconut palm are 

obtained from the matured coconut. The husks and the shells are inputs 

for fibre and shell products, while the kernel has a number of alternative 

uses. The fresh kernel is scraped, mixed with water and squeezed to 

extract milk for preparation of curries and sweets. The kernel can be 

dried to cure copra which is the input for oil. The extraction of oil 

from copra in turn provides a bi-product, copra meal (poonac). When 

the matured coconut kernel is seasoned, disintegrated and dried, the 



result is desiccated coconut. Because of these many uses coconut palm 

is popularly known as Kap Ruka (tree of life) in Sri Lanka. The present 

study is limited to the four major uses of the coconut kernel, namely 

for fresh/food nuts, copra, oil and desiccated coconut, which accounts 

for about 90 per cent of the total economic value of the coconut palm. 

2.2 Importance of the Sri Lankan Coconut Industry 

2.2.1 Domestically 

The coconut industry is an important part of the Sri Lankan economy 

in terms of land utilization, government revenue and export earnings as 

well as a staple food item. 

The Mahawansa - the ancient chronicle in Sri Lanka - has recorded 

the existence of coconut palms in the island as far back as 196 B.C. 

Until the British regime, where large-scale plantations were encouraged 

by enacting the Crown Land Encroachment Ordinance of 1840, coconut palms 

remained a part of the subsistence economy. As with the other plantation 

crops, the area under coconut expanded rapidly when the low-country 

(especially Western Province) crown reserves were alienated for coconut 

cultivation, until the Land Ordinance of 1840 was repealed and replaced 

in 1936 by the new Land Ordinance of 1935. Under the latter ordinance, 

crown land was no longer to be alienated for the expansion of plantation 

crops and the area under coconut virtually remained static (Table 2.1). 

The most recent data on crop acreage in Sri Lanka dates back to 

the 1962 Census of Agriculture, which estimated the area under coconut to 

be 1,152,418 acres, or 29 per cent of the total cultivated area of the 

island (Table 2.2). Two thirds of the coconut area is concentrated in 

three administrative districts north of Colombo, which is popularly 



TABLE 2 . 1 

A R E A UNDER COCONUT IN S R I L A N K A , 1860 - 1962 

Y e a r Area (in 1000 Acres) 

1 2 

1860 250 

1893 650 

1903 650 

1 9 2 1 820 

1929 1076 

1946 1 0 7 1 

1962 1152 

Source: (1) 1860 - 1929 Ferguson (1893) 

(2) Census of C e y l o n , 1946 

(3) Census of Agriculture, 1962 

TABLE 2.2 

UTILIZATION OF AGRICULTURAL LANDS - 1962 

(in 1000 Acres) 

Plantation Crops 2350.4 

Of w h i c h Tea 570.9 

Rubber 566.6 

Coconuts 1152.4 

Cocoa 29.4 

Cinnamon 31.1 

Paddy 1135.2 

O t h e r Food Crops 168.3 

Grasslands 32.6 

T o t a l 4040.9 

Source: Census o f Agriculture - 1962 



referred to as the 'coconut triangle'. The coastal belt south of 

Colombo through to Hambantota district ranks as the second most important 

area, adding a further 14 per cent (Table 2.3 and Map 2,1). 

TABLE 2.3 

LAND UNDER COCONUT CULTIVATION 
BY ADMINISTRATIVE DISTRICTS - 1962 

District Acreage Percentage 
1 2 3 

SRI LANKA 1,152,418 100.0 
Colombo 219,988 19.1 
Kalutara 37,652 3.3 
Kandy 20,931 1.8 
Matale 21,503 1.9 
Nuwara Eliya 1,441 0.1 
Galle 37,090 3.2 
Matara 37,278 3.2 
Hambantota 51,667 4.5 
Jaffna 30,543 2.7 
Mannar 3,352 0.0 
Vavunia 3,847 0.0 
Batticalo 15,946 1.4 
Amparai 7,737 0.1 
Trincomalee 4,259 0.1 
Kuriinegala 387,026 34.0 
Puttalam 145,579 12.6 
Anuradhapura 13,273 1.1 
Polonnaruwa 6,809 0.1 
Badulla 1,267 0.1 
Monaragala 7,120 0.1 
Ratnapura 28,179 2.5 
Kegalla 63,931 6.0 

Source: Census of Agriculture - 1962 



FIGURE 2.1 

DISTRIBUTION OF MAJOR COCONUT AREA IN 1962 

Major Coconut Area 
District Boundary 
Zone Boundary 

Source: The Ceylon Economic Atlas, 1969 



10 

Fresh coconut is the second most important food item consumed 

in the country, after rice. In 1919, Rutherford estimated the per 

capita consumption at 130-145 nuts per annum.^ More recent estimates 

are available from surveys conducted during the last two decades, 

according to which per capita consumption has remained at around 125 nuts 

per annum with little variation over the years.^ The increase in 

production has apparently been less than the growth in population, 

resulting in a gradual contraction of the exportable surplus. Table 2.4 

shows the actual nut equivalent exported, which when added to apparent 

domestic consumption of 125 nuts per head gives an estimate of total nut 

production each year. 

Coconuts and processed coconut products are the third biggest 

export earner after tea and rubber, providing not only foreign exchange 

but also an important source of export tax revenue. The latter accounted 

for 5 and 1 per cent of the government budget during the periods 1948-52 

and 1970-75 respectively (Table 2.5). 

2.2.2 Internationally 

In the world coconut economy Sri Lanka holds a relatively less 

important position in terms of both area under cultivation and coconut pro-

duct exports. In 1973 the area under cultivation in Sri Lanka accounted 

for only 7 per cent of the total acreage of coconuts, and coconut oil and 

copra exports from Sri Lanka accounted for 12 and 2 per cent respectively, 

1 Cited in the Agricultural Plan, 1958, Ministry of Agriculture, Colombo. 
2 Family Budget Survey - 1950, Central Bank of Ceylon, 125 nuts per 

annum; Consumer Finance Survey - 1953 & 1963, Central Bank of Ceylon, 
122 & 125 nuts per annum respectively; Socio-Economic Survey - 1969/70, 
Department of Census and Statistics, 12 5 nuts per annum. 
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TABLE 2.4 

ESTIMATED COCONUT PRODUCTION, CONSUMPTION AND EXPORTS 
IN SRI LANKA 

(In million nuts) 

Year Apparent 
Domestic 

Consumption 
Exports Estimated 

Production 
1 2 3 4 
1948 889 979 1868 
1949 915 953 1868 
1950 943 1039 1982 
1951 968 1270 2238 
1952 993 1462 2455 
1953 1019 1269 2288 
1954 1044 1180 2224 
1955 1074 1542 2616 
1956 1116 1429 2545 
1957 1146 962 2108 
1958 1174 935 2109 
1959 1203 1140 2343 
1960 1237 976 2213 
1961 1271 1360 2631 
1962 1305 1537 2842 
1963 1331 1216 2547 
1964 1363 1626 2989 
1965 1396 1279 2675 
1966 1430 1029 2459 
1967 1463 950 2413 
1968 1499 1103 2602 
1969 1532 905 2437 
1970 1564 880 2444 
1971 1600 1019 2619 
1972 1637 1258 2895 
1973 1595 351 1946 
1974 1534 495 2029 
1975 1671 914 2585 
1976 1236 1094 2330 
1977 1257 564 1821 
1978 1279 928 2207 

Note: Domestic consumption is assumed to be 125 nuts per person per annum. 

Source: (1) Coconut Statistics of Sri Lanka, 1945-73 
(2) Coconut Products Annual Review, 1973-78 



TABLE 2.5 

CONTRIBUTION OF EXPORT DUTIES ON COCONUT KERNEL PRODUCTS 
TO GOVERNMENT REVENUE 

(In Rs Million) 

12 

Period Total Government Custom Revenue 3 as a 
Revenue From Kernel Per cent 

Products Exports of 2 
(1) (2) (3) (4) 

1948 540.6 32.1 6 
1949 576.1 36.7 6 
1950 623.3 36.7 6 
1951 835.9 47.6 6 
1952 875.3 28.2 3 
1953 871.4 32.8 4 
1954 941.0 35.5 4 
1955 1068.5 33.9 4 
1956 1160.5 28.7 2 
1957 1158.7 18.8 2 
1958 1186.5 16.3 1 
1959 1225.2 26.2 2 
1960 1293.6 23.9 2 
1961 1402.2 31.6 2 
1962 1507.6 32.7 2 
1963 1451.5 29.9 2 
1964 1620.0 44.5 3 
1965 1675.6 53.6 3 
1966 1726.9 25.3 2 
1967 1796.8 23.5 1 
1968 1952.5 75.7 4 
1969 2536.0 41.9 2 
1970 2736.7 52.3 2 
1971 2817.7 53.4 2 
1972 4125.6 25.0 -

1973 4034.0 32.6 -

1974 4786.7 161.8 3 
1975 5083.5 65.1 1 

Source: (1) 
(2) 

Statistical Abstract of Ceylon 
Coconut Products Annual Review 
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of international supplies between 1969 and 1972. (Since 1974 the Sri 

Lankan government has restricted copra exports to limited quantities of 

edible copra.) Thus in these two commodities Sri Lanka is a 'price taker* 

in the world market. However, in the case of d.c. exports, Sri Lanka 

contributes about 40 per cent of the world exports, sharing the international 

market with the Philippines in the proportions 4:6. Sri Lanka is therefore 

a 'price maker' to some extent in the world d.c. market, as it is with 

respect to the world market for edible copra, to which Sri Lanka contributes 

about 95 per cent. 

2.3 Coconut Growing 

Coconut cultivation in Sri Lanka has the characteristics of a dual 

economy. Being a staple food, coconut is grown as a subsistence crop in 

home gardens. With the economic transformation following the introduction 

of commercial plantations, the centuries-old barter system was replaced by 

a monetary economy. To acquire the benefits of the new economy the 

indigenous people expanded their area under coconut to produce a marketable 

surplus. However, due to limited land and capital resources most coconut 

plantations were mainly medium-sized {2h to 50 acre). Hence three forms 

of coconut cultivation are now clearly visible. As shown in Table 2.6 

the cultivations below 2h acres - which amount to 20 per cent of the total 

area - are predominantly subsistence home gardens. On the other hand, 

only 27 per cent of cultivations are in the large plantation sector, while 

the balance (53 per cent) belongs to the group which produces a marketable 

surplus in addition to family subsistence requirements. 

Coconut production during the period 1948-78 averaged 2,365 
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TABLE 2.6 

SIZE STRUCTURE OF COCONUT PLANTATIONS - 1962 

Size of Holding Percent of the Cumulative 
(In acres) Total Acreage Percentage 

1 2 1 
0 to h 1.9 1.9 
-a to 1 3.6 5.5 
1 to 13.7 19.7 
2h to 5 15.5 34.7 
5 to 10 15.4 50.1 

10 to 25 14.0 64.1 
25 to 50 8.9 73.0 
Above 50 27.0 100.0 

Source: Census of Agriculture - 1962 

million nuts per annum. The production gradually increased from 1948 

until it reached a peak in 1964 (Table 2.4), a trend which has been 

attributed to increased fertilizer application and replacement of senile 

palms. The yearly fluctuations in production, arising from climatic 

factors, are evident from the production data of Table 2.4. 

2.4 Processed Coconut Products 

Nearly half the annual coconut crop is utilized by the copra and 

d.c. processing sectors (Table 2.7). Most of the copra produced is 

further processed to extract oil, and nearly half the oil produced is 

consumed domestically in the form of cooking oil and industrial inputs. 

All the d.c. produced is exported, as is the remaining half of the oil as 

well as a small proportion of the copra. The utilization pattern of 

coconuts is illustrated in Figure 2.2. 
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TABLE 2.7 

PATTERN OF COCONUT UTILIZATION, 1972 TO 1978 
(per cent of total production) 

UTILIZATION Year 

1972 1973 1974 1975 1976 1977 1978 

To food nuts 40 61 60 48 53 69 58 
To copra production 48 26 26 39 34 20 29 
(of which to oil) (40) (25) (26) (37) (33) (19) (29) 
To d.c. production 12 13 14 13 13 11 13 

100 100 100 100 100 100 100 

Source: Coconut Products Annual Review, 1973-78. 

FIGURE 2.2 

UTILIZATION PATTERN OF COCONUTS, 

Domestic Consumption Exports 
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2.4.1 Copra 

The kernel of the coconut is cured to produce copra by sun-drying, 

kiln-drying, or a combination of both methods. In addition to the large 

estates and copra dealers, who acquire their nut requirements from small-

holders, d.c. mills also produce copra from nuts rejected in the process 

of d.c. production. From information obtained by the Coconut Marketing 

Board (CMB) which is based on the copra dealers and estates registered 

with the CMB to participate in copra auctions, it appears that there are 

more than 700 copra curing units in Sri Lanka. 

During the 1948-78 period, copra production averaged 218,000 

metric tons (MT) per annum (Table 2.8). However, due to the further 

processing of copra into oil, the quantity available for export is the 

residual and averaged 30,000 MT per annum during the period 1948-52 and 

reduced to an average of 900 MT for the period 1974-78. The restrictions 

on copra exports since 1973 have allowed only limited exports of high 

valued edible copra to markets in Pakistan and the Middle East. 

2.4.2 Oil 

Oil is extracted from copra through a mechanical process. About 

70 mills are involved with an estimated total capacity of 280,000 MT per 

annum. This includes two public sector mills with a total capacity of 

40,000 MT per annum. The quantity of oil produced in Sri Lanka which 

averaged to 122,000 MT per annum during the periods 1948-57 and 1958-67, 

declined to 100,000 MT during the period 1968-78, The volume exported 

also declined from 87,000 MT per annum during the period 1948-57 to 49,000 

MT by 1968-78 (Table 2.8). The gradual increase in domestic oil consumption 

has reduced the exportable surplus in recent years. 

2.4.3 Desiccated Coconut 

Desiccated coconut is manufactured from the white meat of the 
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TABLE 2.8 

PRODUCTION AND EXPORTS OF THREE MAIN KERNEL 
PRODUCTS - 1948-77 
(In 1000 Metric Tons) 

Year Production 

Copra 
2 

Oil 
3 

D.C. 
4 

Exports 

Copra 
5 

Oil 
6 

1948 230, .9 107, .9 12, .1 55 .5 76 .9 
1949 223. .4 122, .1 15. .9 25 .0 90 .6 
1950 200, .1 109, .9 45. .6 21 .5 76 .9 
1951 256, .0 145. .4 40. .4 19, .7 115 .5 
1952 274, .0 143, .2 56, .5 41, .4 108 .4 
1953 234, .1 130, .7 58, .2 21. .7 95. .1 
1954 219, .9 106, .5 56, .1 46, .8 70. .0 
1955 290, .9 136, .3 58, .8 69. .5 98. .8 
1956 262, ,2 125, .3 64, .8 58. .7 86. .3 
1957 189, .8 95, .1 49. .7 35, .3 54, ,9 
1958 170. .7 87, .7 57. ,6 28, .1 45. .0 
1959 226. .4 112, .7 53. ,3 43, .3 70. ,6 
1960 192. ,4 100. ,2 55. ,3 29, .6 56. .9 
1961 279. ,9 93. ,3 49. ,1 55, ,9 93. ,3 
1962 316. ,7 149. .6 49. ,8 73, .5 104. .0 
1963 253. .2 128. .9 51, ,6 43, .8 82. .4 
1964 330. ,1 166. .8 50, ,9 59. ,0 119. .4 
1965 264. ,5 137. ,2 54, .3 41. ,6 88. ,3 
1966 222. ,8 124. ,0 48, ,0 21. ,2 74. .0 
1967 211. ,3 120. ,2 47, .8 16. ,1 67, ,8 
1968 210, ,8 116, ,5 71, ,1 21. .6 64, .1 
1969 197, .6 109, .7 55, ,5 19. ,4 56. 1 
1970 198, .6 112, .6 54, ,9 15, ,5 57. 9 
1971 222. .9 126. ,4 54. ,8 17, ,5 79. 8 
1972 282. ,2 146, ,4 49. ,1 44, ,3 81. 8 
1973 118, .7 71, ,4 37, ,7 2, ,8 9. 9 
1974 125, ,2 77. .1 42, ,6 ,4 25. 5 
1975 196. .8 120, .3 59. 3 1. ,4 68. 9 
1976 164, .1 100. .2 46, 0 1, .3 59. 0 
1977 65, .0 39. ,9 30. ,4 ,3 2. 1 
1978 130. 0 80. 1 41. 6 9 28. 3 

Note: The method of estimation in production date are given in 
Section 3.3. 

Source: (1) 1948-56 estimates based on the above method 
(2) Coconut Statistics of Sri Lanka, 1945-73 
(3) Coconut Products Annual Review, 1973-78 
(4) Ceylon Custom Returns 
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kernel by a process of disintegration and drying at 60-70 C to a moisture 

content of less than 2.5 per cent. Sri Lanka's share in the international 

market for d.c. which averaged to 46,000 MT per annum during the period 

1948-57, increased to 52,000 MT by 1958-67. However, this declined to 

49,000 MT per annum during the period 1968-78 (Table 2.8). In contrast 

to the Philippines, where the entire production is concentrated in 7 large 

mills, Sri Lanka's production originates from about 70 mills with an average 

processing capacity of 3.5-4.5 MT per day. Of the total, seven mills are 

owned by cooperative societies, and the Coconut Processing Board (CPB) 

manages another mill for the purpose of d.c. research and development. 

The entire d.c. production is exported. Both production and exports come 

under the stringent control of the CPB. 

2.5 Marketing of Coconut Kernel Products 

The marketing of coconut products can be considered under two 

categories, namely the domestic and export markets. 

The marketable surplus of fresh nuts amounts to approximately 85 

per cent of total production, a substantial portion of this surplus 

originating from estates. The marketable surplus is disposed of in one 

of three ways, namely for domestic food nut requirements, to produce copra 

or d.c. 

Economies of size enable larger estates to cure copra at the 

point of nut production itself. When they sell nuts to the d.c. sector 

or to the domestic food nut market, however, they use the services of 

auctioneers and brokers of whom there were 55 in 1972. Smallholders sell 

their nuts either directly to d.c. mills, to cooperative societies (if they 

are members) or to village-level dealers. 

2.5.1 Food Nuts 

Although public sector institutions such as the Department of 
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Marketing, co-operative retail outlets and the Coconut Cultivation Board 

(CCB) have more recently engaged in retail marketing food nuts are pre-

dominantly in the hands of private dealers and retailers. 

2.5.2 Copra 

As shown in Table 2.7, about one-third of the coconut crop is 

used to produce copra, much of which is then used by the oil milling 

sector, the balance being exported. The oil millers buy their copra 

requirements directly from the estates or through brokers. In an attempt 

to ensure a fair price to copra producers, the Ceylon Coconut Board (CyCB) 

in 1960 made it a requirement that oil producers purchase their copra 

requirements at the copra auctions held by the Board. However, millers 

bought at auctions only the quantities of copra equivalent to the oil 

production they planned to export, while still obtaining their requirements 

for the domestic market from other sources of supply. The copra export 

trade is in the hands of the private sector. 

2.5.3 Oil 

Nearly half the oil produced in the country is consumed domestically 

either directly as cooking oil or indirectly as margarine and soap. The 

domestic oil trade is solely in the hands of private sector wholesale and 

retail dealers who purchase their requirements from oil millers. Between 

1948 and 1972, the oil export trade was operated by private sector export-

ers whose export prices came under the scrutiny of the CyCB. In 1972, 

however, the CMB^ became the sole buyer from millers of coconut oil for 

export under the Price Stablization Scheme, while using shippers as export 

agents. 

1 The functions of CyCB were taken over by the CMB after the reorganization 
in 1972 under the Coconut Development Act of 1971. 
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2.5.4 Desiccated Coconut 

All d.c. production in Sri Lanka is exported. The d.c. shippers 

normally sell forward to foreign buyers for a period varying from three 

to six months, and to cover these transactions they buy forward from millers. 

The brokers in the Colombo market act as intermediaries in the buying and 

selling operation between millers and shippers. About 30 shippers operate 

in the d.c. export trade and this includes one public sector institution 

(Consol-Expo). With the imposition of quantitative restrictions on d.c. 

exports in November 1976, the sale procedure was modified in an attempt 

to raise international prices and thereby enhance foreign exchange earnings. 

To achieve this objective, the CMB initiated an auction system to sell 

limited quantities. With recent improvements in coconut production, the 

normal sale procedure was resumed in 1978. 

The internal marketing structure is illustrated in Figure 2.3. 

2.6 Institutional Framework 

The coconut industry comes under the purview of the Ministry of 

Coconut Industry (MCI). The MCI is a portfolio established in September 

1978, outside the cabinet, and is linked to the cabinet through the 

Ministry of Plantation Industry (MPI). With the establishment of the MPI 

in 1970, all public sector institutions concerned with the coconut industry 

were brought under one roof. Prior to this, the Ministry of Agriculture 

and Ministry of Trade shared, respectively, the production and trade 

aspects of the industry. There was a lack of co-ordination as well as 

overshadowing of the main functions of these two Ministries. Despite this 

the industry was placed under the apex of a central authority - the 



FIGURE 2.3 

MARKET STRUCTURE OF COCONUT PRODUCTS 
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Coconut Development Authority - which was responsible for co-ordinating 

and centralization of the functional boards as sought by the establishment 

of the MPI. 

The CDA is responsible to the Minister as the policy advisor 

for the industry as well as the policy implementation agency. The four 

boards - Coconut Cultivation Board, Coconut Research Board (CRB), Coconut 

Processing Board, and Coconut Marketing Board - come under the direct 

purview of the CDA. 

The CCB is responsible for the development of the coconut growing 

industry through programmes aimed at increasing coconut production and 

productivity by popularising modern input utilization and replacement 

of old palms, maximizing economic utilization of lands cultivated with 

coconuts, training of cultivators, extension and demonstration. 

The role of CRB is scientific research in respect of the growth 

and cultivation of coconut palms, prevention and cure of diseases and 

pests, experimentations on associated crops and animal husbandry in 

coconut plantations. 

The CPB bears the responsibility of research and development 

as well as the regulation of processing industries, while the CMB's role 

is to regulate the coconut trade for the benefit of the producers as well 

as the country as a whole. The institutional framework of the coconut 

industry is illustrated in Figure 2.4. 

2.7 Government Policies 

Since 1948 the Sri Lankan coconut industry has been subjected 

to various and extensive government intervention measures. To simplify the 

1 The functions of the CRI are taken over by the CRB after the re-
organization in 1972 under the Coconut Development Act of 1971. 
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FIGURE 2,4 

INSTITUTIONAL FRAMEWORK OF THE COCONUT INDUSTRY 

M I N I S T E R OF COCONUT INDUSTRY 

C . D . A . 

I — , , ^ 
C - C . B . C . P . B . C.M.B. C.R.B. 

a n a l y s i s , these intervention measures are broadly grouped into domestic 

policies aimed at increasing production and productivity in the industry and 

trade policies aimed at assisting domestic consumers and raising 

government revenue. The input and production subsidies and price 

stabilization scheme belongs to the former while copra auctions, bans or 

restrictions on exports of k e r n e l products and export duties are grouped 

in the latter. 

2.7.1 Domestic Policies to Assist Producers 

The lack of growth of the area under production and of yield p e r 

acre in the face of expanding domestic demand has led to a f a l l in 

exportable surplus which caused the first national government in 1949 to 

o r d e r a R o y a l Commission to recommend a strategy to re-vitalize the 

coconut industry. The Commission concluded that the potential for 
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expanding coconut acreage is limited so it emphasized the need for 

increasing productivity in the existing plantations through encouragement 

of widespread applications of fertilizer and replacement of senile palms 

with vigorous seedlings (Coconut Commission 1949). 

a. Fertilizer Subsidy Scheme: In order to encourage the 

widespread use of fertilizers in coconut cultivation, the government in 

1956 started a fertilizer subsidy scheme under which fertilizer was supplied 

to the coconut cultivators at half cost. A dramatic increase in fertilizer 

application was subsequently experienced, until the mid 1960s when 

fertilizer prices increased sharply. The price of fertilizer in 1976 

was 600 per cent higher in current terms than in 1956. Between 1956 and 

1977, fertilizer issued under the subsidy scheme has averaged 45,567 MT 

per annum, which was sufficient to fertilize 231,239 acres or 20 per cent 

of the acreage if the recommended dosages were used ^ (Table 2.9), 

b. Coconut Seedling Subsidy Scheme: In 1948, even before the 

submission of the recommendations of the Coconut Commission, the CRI of 

Sri Lanka launched a scheme to supply selected coconut seedlings to 

coconut cultivators at a subsidized rate (charging only half the cost of 

production from private cultivators and a quarter the cost from co-

operative societies), as an attempt to replace the senile low yielding area 

reported by the Census of Ceylon, 1946. (Census of Ceylon, 1946 reported 

10 per cent of the coconut acreage to have palms over 60 years of age.) 

1 The recommended dosages are as follows: 
Up to 1955: lb/palm per annum; 
1956-67: 7 lb/palm per annum; 
1968-to date: 9 lb/palm per annum. 
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TABLE 2. 9 

FERTILIZER ISSUES AND PRICES UNDER THE 
SUBSIDY SCHEME: 1956-1977 

Year Quantity Area Average 
Equalent Subsidized 

Price 
(Rs/MT) 

1 2 3 4 
1956 32,514 160,000 131 
1957 35,562 175,000 148 
1958 39,047 192,150 136 
1959 44,707 220,000 139 
1960 42,853 210,880 134 
1961 39,423 194,000 132 
1962 45,705 224,915 134 
1963 49,469 243,435 154 
1964 47,153 232,040 156 
1965 50,907 250,510 163 
1966 54,818 269,760 171 
1967 50,384 255,965 168 
1968 64,224 245,813 232 
1969 61,879 236,837 247 
1970 63,359 242,503 246 
1971 60,098 230,020 228 
1972 45,556 174,362 237 
1973 50,142 191,917 457 
1974 39,942 152,876 452 
1975 24,856 95,133 649 
1976 30,683 117,437 814 
1977 29,184 111,701 580 

Source: Coconut Statistics of Sri Lanka, 1945-73 
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The seedlings distributed under the subsidy scheme are not 

exclusively for replanting.^ Some of them are used for supplying 

vacancies and a few for new planting. By leaving an allowance for 

seedlings obtained from private nurseries, it would appear that 449,269 

acres or 39 per cent of the total area under coconut was replanted 

between 1948 to 1977, which amounts to 15,000 acres or 1 per cent of the 

total area per annum (Table 2.10). 

c. Coconut Rehabilitation Subsidy Scheme: This scheme came 

into operation in 1974 to: (i) financially assist the rehabilitation of 

existing coconut lands by establishing contour drains for the purpose of 

soil and moisture conservation; (ii) fill vacancies and; (iii) remove 

excess palms. It was expected that this measure would partly counteract 

the.adverse effects of the declining trend in fertilizer application. 

At the end of 1977 the expenditure on this subsidy package amounted to 

Rs 2.26 mn. 

d. Subsidy Scheme for New Plantings: The limitation of the 

area for expansion has been known since the days of the Coconut Commission 

in 1949. According to a survey conducted by the CRI in 1951 and 

reported by the IBRD Mission in 1952, out of about 183,000 acres investi-

gated, 110,000 acres were thought to be 'probably or possibly' suitable 

for coconut cultivation. This is, however, stated to be marginal. The 

Land Utilization Commission (1968) reported the area suitable for new 

plantations to be only 50,000 acres. 

As a measure of achieving full production potential, a subsidy scheme 

for New Plantings was started in 1976 to cultivate coconut in all suitable 

1 The term 'replanting' also includes 'under planting'. 
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TABLE 2.10 

AREA EQUIVALENT OF SEEDLINGS ISSUED UNDER THE SUBSIDY SCHEME 

Year Acreage Cumulative 
Acreage 

1 2 3 
1948 ^ 6030 6030 
1949 6172 12202 
1950 6316 18518 
1951 6750 25268 
1952 6840 32108 
1953 6790 38898 
1954 6728 45626 
1955 9402 55028 
1956 10520 65548 
1957 13673 79221 
1958 14760 93981 
1959 17431 111412 
1960 23317 134729 
1961 27690 162490 
1962 20090 182518 
1963 23715 206233 
1964 17240 223473 
1965 16006 239479 
1966 18003 257482 
1967 18876 276358 
1968 21520 297878 
1969 19623 317501 
1970 20458 337959 
1971 19948 357907 
1972 18800 376707 
1973 14139 390846 
1974 14206 405052 
1975 17434 422486 
1976 13112 435598 
1977 13671 449269 

Note: 64 seedlings are planted per acre on average, 

Source: Coconut Statistics of Sri Lanka, 1945-73 
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lands. The scheme consisted of two groups. Under one:group,rsiibsidies 

were granted on a per acre basis (Rs 2,OQO),tWhile under the other, the 

subsidy to" be dispersed on a per:palm basis (Rs 23), for newhplantings-in 

home gardens. The subsidies covered about three-quartersdof the-estimated 

cost of establishment. 

e. Incentives for Associated Crops: A notable change in 

government strategy towards the coconut industry took place in the early 

1970s. As evident from fertilizer and seedling subsidy schemes, the 

emphasis lay solely on increasing coconut production. The drawback 

in this emphasis was the lack of consideration of the profitability in 

pure coconut cultivation. Under the average conditions during the 

period 1948-69, the net income from an acre of pure coconut amounted to 

Rs 320 per annum or Rs 26.66 a month.^ This amounted to Rs 4.84 per 
2 

family member per month. 

The profitability in pure coconut cultivation could be supple-

mented by associated cropping in coconut lands, which enables the per 

acre income to be increased. On average 64 coconut palms per acre are 

planted at a distance of 21' x 21', leaving a substantial portion of 

land between rows for associated cropping. 

Hence in the 1970s, while continuing to increase the productivity 

of the coconut palm, the government also attempted to increase per acre 

income in coconut plantations by providing input subsidies for the 

cultivation of pasture and selected perennial crops. The pasture scheme 
1 (Average yield per acre) x (Price per 1,000 nuts - Cost of production 

per 1,000 nuts) = Net income, i.e. 2,000 x (224 - 64) / 1,000 = 320. 
2 By taking the average family size as 5.5, i.e. (26.66/5.5) = 4.84. 
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which had the objective of supplementing the income of coconut 

cultivators through the establishment of pasture and fodder in coconut 

lands, started with a cash subsidy of Rs 120 per acre in 1973 and 

which subsequently increased to Rs 300. Research conducted by the CRB 

revealed that pasture does not compete with coconut palms for moisture 

or soil nutrients when interplanted in coconut lands. The CRB thus 

recommended its establishment in areas where the rainfall is favourable. 

By the end of 1977, Rs 0.77 mn had been dispersed under the pasture 

subsidy scheme. 

The impact of the pasture subsidy scheme is limited not only by 

climatic factors but also by economic factors. The demand for pasture 

is a derived demand for dairy and livestock products, thus the expansion 

of area under pasture is mainly dependent on the spread of livestock 

industries. The relative stagnation in the pasture subsidy scheme 

recently could be attributed to the slow growth rate in the dairy and 

livestock industry. 

The dependence of the associated cropping programme in coconut 

lands on the dairy and livestock industry was to a greater extent 

emancipated with the introduction of the subsidy scheme for selected 

perennial crops in coconut lands in 1976. Under this scheme, three 

perennial crops were promoted: cocoa, coffee and pepper. These crops 

are interplanted in areas where soil and climatic conditions are favour-

able, and three-quarters of the cost of establishment is provided by the 

government as an outright grant. 

f. Price Stabilization Scheme for Coconut Oil: The world 

market price of coconut o i l is treated as the major determinant of the 



30 

internal market price of coconut products. During the period January 

1971 to October 1972, the world market price of coconut oil varied from 

€158 to i76 per ton, with a corresponding fluctuation of Rsl,525 to 

Rs875 per ton in the domestic market. As a result, the average 

domestic price of fresh coconuts fluctuated between Rs200 to Rs90 per 

1,000 nuts during the same period. A price stabilization scheme 

financed and launched by the government in 1972 can be regarded as a 

package to ensure a stable and 'fair' price to coconut producers. 

Under the scheme, the CMB purchases oil for export at the 

'stabilized' price from oil millers, and the oil so purchased is made 

available to exporters at prices determined by the world market. The 

average market price prevailing in the previous ten years is taken as 

the stabilized price. Once the stable price is fixed for coconut oil, 

it is expected that it will pass on to coconut producers, via the copra 

auctions. To ensure that smallholders benefit from the scheme as much 

as estate owners, the CMB launched a scheme to organise smallholders 

into co-operative societies so they could bypass private copra dealers 

who may not have passed on the scheme's benefits. 

The consequence of the scheme is that the CMB acts as a buffer 

between the world market and the domestic market and absorbs all the 

price variations in the world market. 

2.7.2 Trade Policies to Assist Domestic Consumers and Raise 
Government Revenue 

A number of trade policies have been introduced since 1948, with 

the objective of assisting domestic consumers and raising government 



31 

revenue. In this section, however, only four schemes will be considered: 

the Copra Auctions, the ban on oil and copra exports, restrictions on 

d.c. exports, and export duties, all of which are still in operation. 

a. Copra Auctions: With the objective of ensuring a 'fair' 

price to producers, the government in 1960 started regular copra 

auctions under the supervision of the CyCB. The copra produced by the 

registered copra producers and copra producing co-operatives are put up 

for auction under this scheme. Table 2.11 is a statement of the trans-

actions taking place at the auctions during the period 1960-73. 

The objectives of the copra auctions were not fully realized 

because of collusion amongst buyers or insufficient number of buyers to provide 

adequate price competition. So from time to time the government inter-' 

vened at the auctions to keep the copra prices at about what was judged 

to be the perfectly competitive free market level. The Department 

of Commodity Purchase entered the copra auctions in 1969 with a view to 

stimulating the price which had reached very low levels at that time. 

It continued to participate until the end of May 1970. By 1972, the 

government realized that the lower prices fetched at the auctions resulted 

from the price leadership of the BCC, hence it acquired that organization 

to use its power to influence price. (The BCC has since withdrawn from 

the copra auctions.) 

b. Ban on Copra and Oil Exports: In 1973 Sri Lanka experienced 

a very poor crop, producing only 1,946 million nuts which represented a 

drop of one-third over the previous year and about 25 per cent less than 

the average level of production during the period 1963-72. As a result, 

the exportable surplus dropped to 30 per cent of the 1972 level - from 
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TABLE 2.11 

COPRA SOLD AT THE AUCTIONS (In MT) - 1960-73 

Year Quantity 
1 2 

1960 111,949 
1961 162,487 
1962 185,798 
1963 165,859 
1964 191,315 
1965 157,060 
1966 123,475 
1967 95,111 
1968 90,335 
1969 107,796 
1970 91,544 
1971 119,735 
1972 143,613 
1973 24,582 

Source: Coconut Statistics of Sri Lanka, 1945-73 

1,232 to 370 million nuts. The government therefore decided in February 

and March 1973 to ban copra and oil exports, respectively, to ensure 

that sufficient quantities were available for domestic consumption. 
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With a more normal level of production in 1974, some restricted overseas 

sales for oil were allowed and exports of copra were restricted to edible 

qualities ( a relatively minor portion of total copra production). This 

pattern is still continuing. 

With a more normal level of production in 1974, 

some restricted overseas sales for oil were allowed and exports of 

copra were restricted to edible qualities (a relatively minor portion 

of total copra production). This pattern is still continuing. 

c. Restrictions on d.c. Exports: In 1977, coconut production 

was estimated to be 1,821 million nuts, even less than the 1973 pro-

duction level and the lowest ever recorded in the history of the coconut 

industry. Due to competition from the processing industries for the 

limited coconuts available, the price of food nuts reached record levels. 

The average retail price in the Colombo market rose to .92 cts per nut 

in 1977, compared with an average of .41 cts in the preceding 5 years. 

On this occasion the government intervened by banning again the export 

of fresh nuts, copra and oil (where limited quantities were exported) 

and imposing quantitative restrictions on d.c. exports, with the objective 

of protecting domestic consumers from rising nut prices and ensuring 

sufficient quantities of coconuts for domestic consumption. 

Under the quantitative restrictions the export of d.c. was 

reduced to nearly two-thirds of its normal levels. Export sales 

quotas were apportioned weekly and sold to the highest bidder(s) at an 

auction conducted by the CMB. 

As a result of these quantitative restrictions, production at 

the factory level was brought under a quota system which resulted, on 

average, in employment being reduced to about 3 days of work per week. 
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To compensate workers engaged in d.c. production for the resulting loss 

of wages, a scheme was introduced to maintain weekly wages at previous 

levels. This scheme was financed by imposing a tax on d.c. production. 

High export prices for d.c. - due in part to d.c. export 

restrictions - resulted in large super-normal profits for exporters, 

so the government formulated a scheme to acquire part of these profits 

by imposing a further export tax, based on f.o.b. prices realized. 

d . Export Duties: Duties from coconuts and processed coconut 

product exports account for only 1 per cent of the present government 

revenue. 

A scheme of ad valorem duties based on f.o.b. prices prevailed 

at the time of independence (1948) until 1963, with the exception of the 

years 1951-53. During those two years and subsequent to 1963, a scheme 

of sliding scale export duties operated. Under the latter scheme, 

duty in a given week was at first calculated on the basis of the previous 

week's average London c.i.f. price of Straits (i.e. Singapore) coconut 

oil. The basis was subsequently changed to weekly averages and then to 

a four weekly moving average of the Philippines' copra price in the 

London market. The sliding scale scheme had a number of short-comings, 

the reliability of the reported prices and the basing of the duty on the 

main competitor's product prices being of major concern. These short-

comings and the strong position the CMB held in the coconut product 

market led the government to re-introduce, in June 1975, ad valorem 

duties based on more accurately recorded Colombo f.o.b. prices for kernel 

products. 

These ad valorem duties were in operation only for a few months 
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before being abolished in November 1975 when producers were receiving 

low prices. In November 1978, after a period of duty-free exports, a 

new scheme of ad valorem duties (combined with production and development 

taxes) were introduced for the export of coconut and processed coconut 

products. 

2.8 Summary 

The coconut industry in Sri Lanka is important to the country as 

the major land user, an important source of government revenue and 

foreign exchange earnings and as a staple food item. Nearly two-thirds 

of the coconut produced is consumed domestically in the form of food nuts 

or oil and the balance is exported in the form of copra, d.c. and oil. 

The coconut industry is managed by the Ministry of Coconut Industry, 

through functional boards established under the apex of the CDA. The 

important position held by the coconut industry in the economic life of 

the country has resulted in much government intervention, the effects of 

which are analysed in the following chapters. 


