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Summary
The Malaysian coconut industry is gradually showing signs of
recovery after experiencing slow growth for the last few years. The
successful development of the oil palm and rubber industries, provided
Malaysians the necessary experience towards reviving the
competitiveness of the coconut industry. The National Agricultural
Policy clearly spelt out the direction of the industry up to year 2010.
Financial incentives to encourage the downstream activities were
introduced. Improving the quality, quantity and the reliability in supply
of coconut milk powder and desiccated coconut that has been
successfully marketed internationally, has been taken to make them
remain competitive. Publicity, campaign and promotion through the
mass media within the country has never been neglected, as demands
for coconut products locally is also high. Good potentials in young nuts
as well as oleochemicals are being exploited. New uses from coconuts
are also being developed. Overall, a more competitive coconut industry
is in the making for Malaysia and the world.
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Introduction
The coconut industry in Malaysia has been neglected for far too
long. It is now, however, no longer considered a sunset industry.
Recent developments taking place nationally and internationally has
created the road for revitalization of the industry clearer and
achievable.
Internationally, several positive changes have been observed in
the 13 member nations of APCC, which account for about 85% of the
coconut production in the world (Table 1). During a 24 year period
from 1969 to 1993, significant increases were observed in both
planted areas (66%) and production (81%) from about 6.1 to 10.1
million hectares and from 4.4 to 7.9 million metric tons in copra
equivalent, respectively. In terms of exports, significant increases were
observed in shell charcoal (223 %), copra meal (103%) and desiccated
coconut (68%). Two 'new products' that created initial impact on
coconut exports in some APCC countries are cocochemicals and
activated carbon. The same period also saw the sharp increase of 290%
in export value, from US$278 to US$1,086 million.
Nationally, the coconut industry has in the past played a
nominal role in the Malaysian economy vis-a-vis other economic crops
such as rubber, oil palm, cocoa and paddy (Annas, 1994; Tan, 1994;
Tey, et. al, 1995). The country produces about 2% of the world supply
of copra and coconut oil. The export volume of coconut oil for 1993
was about 56,800 mt (Anon, 1994). Compared to other major coconut
countries, Malaysia's coconut productivity is low; and at the same time
has a high cost of production (Table 2). Improved national economy,
increased population together with the drive for industrialization
resulted in far more companies and industries going into downstream
activities in the processing of coconut products.
The positive development in greater export volume in addition
to larger and new usages augurs well toward making the industry more
competitive world-wide. In this paper, the experience Malaysia has had
in developing a competitive downstream industry for oil palm and
rubber is outlined. The rapid development of the Malaysian oil palm
and rubber industries, both directly and indirectly influenced the
strategies prepared for the revitalization of the coconut industry.
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Table 1. Coconut industry in APCC countries (1969-1993)

Area ('000 ha)
Production1 (mt)
Export value
(US$'000)
Exports (mt)
Coconut oil
Copra meal
Desiccated coconut
Shell charcoal
Copra
Coir & coir products
Oleochemicals2
Activated carbon

1969

1993

% Change

6096
4,374,000

10127
7,934,896

66 (+ )
81 ( + )

278,337

1,086,001

290 (+ )

342,200
413,000
109,121
20,827
935,200
142,470
None
None

1,382,057
839,538
183,535
67,332
173,989
98,058
884,701
40,226

304 ( + )
103 ( + )
68 (+ )
223 ( + )
81 (-)
31 (-)
-

-

1 In copra equivalent
2 Consisting of methyl ester, fatty acid and fatty alcohol from the
Philippines
Source:APCC

Table 2. Production cost and coconut productivity of
coconut producing countries
Country
Malaysia
Philippines
Indonesia
India
Papua New Guinea
Sri Lanka

Production
(US$/ha)
304.22
237.76
217.84
194.05
125.55
75.87

Source : APCC (1986)
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selected

CostProduction
(m. ton/ha)
1.13
1.55
1.33
1.60
1.24
1.22

Support from government
The current government is fully committed towards the
revitalization of the coconut industry, based upon several reasons
including social and political considerations. The industry involves
about 140,000 farm families and covers an area of about 320,000
hectares. The industry is basically smallholders (92%), supporting
0.5% (100,000 people) of the population.
The National Agricultural Policy (NAP) from 1992 to 2010
clearly states the coconut industry as ... to maintain its status quo by
satisfying domestic consumption as well as providing raw materials for
downstream activities.... This is in line with the policy of not
expanding the cultivated area under coconuts beyond the present
320,000 hectares but to fully exploit to the maximum the productivity
of this land size. Recent developments within the country shows that
the price of matured nuts are getting more expensive and that there is
a threat that there would not be enough nuts to support the
manufacturing industries, nor would there be enough for domestic
consumption.
This long term and total commitment is further eminent as
Malaysia had attracted more than 3,000 international companies from
over 50 countries which have invested in this country, (Anon, 1994),
especially in the manufacturing sectors. Political stability in the country
is perhaps the most important investment decision factor for the
potential investor.
Two Ministries are working closely together at the national
level to improve the status of the growers and processors. The Ministry
of Agriculture basically promotes and encourages the planting,
replanting, rehabilitating, research and development, marketing and
processing of coconuts. The Ministry of Primary Industries, on the
other hand, is involved mainly in downstream processing and
promotion of the products, internationally and locally.
The coconut industry must go commercial to be competitive, in
all stages of its development. This is the current thinking of the
leaders, especially in making the coconut as competitive as rubber and

oil palm. More farmers are now planting superior hybrids with modern
technology. Integration, especially with cocoa or livestock, has been
encouraged. Small farmers are now grouped together through
associations and cooperatives for greater efficiency in production and
processing activities. The Federal Agricultural and Marketing
Authority (FAMA) has been allocated RM4 million during the period
1986-90 to help improve the marketing of smallholders' coconuts and
its products. During the same period, MARDI's research activities has
been allocated RM1 million (Tey, et. al, 1995).

Infrastructure
A good and developed infrastructure facilities within a country
is vital for any industry to remain competitive. Malaysia believes in
investing in infrastructural facilities to provide a conducive
environment for investors. About RM26 billion has been allocated to
finance the upgrading of transport and communication infrastructure
during the current Sixth Malaysia Plan period 1991-1995. The NorthSouth highway linking Singapore to Southern Thailand has been
completed in late 1994 which caters about 90% of passenger and cargo
movement. Currently, there are five international airports in the
country of land area of 330,000 square km (127,000 square miles).
The major seaports are Port Klang, Penang, Pasir Gudang and Kuantan
in Peninsular Malaysia and Bintulu Port in Sarawak. Other facilities
such as gas, electricity, water and storage facilities are also readily
available.

Tax incentives
Investments on downstream activities on processing coconuts
into products other than copra and coconut oil has been given
incentives by the government as contained in the Promotion of
Investments Act, 1986 and the Income Tax Act, 1967. They include
the Pioneer Status and Investment Tax Allowance which grant relief
from taxes and are provided to companies undertaking new projects,
expansion or diversification. Other incentives in the form of tax
deductions are also provided to encourage exports, research &
development and training. From the 'Eastern Corridor' concept, higher
and better incentives are given if industries are located in the states of
Sabah, Sarawak, Kelantan, Trengganu and parts of Pahang and Johore.
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Improved products from coconut
The Malaysian economy is fast improving in line with the
growth of the Pacific Rim region. The population is on the increase,
having reached 18 million people in 1993. All this means that there
will be a steady increase in demand for food, including coconut-based.
Adinan et.al. (1994) has summarized the food products from coconuts
that are Malaysia (Asian) in nature, that has good demand locally and
overseas. The authors have also grouped all the products based upon
the commercial potentials. One good example which has not been
commercially produced is 'kerisik'; which is prepared by drying and
roasting the 'grated' coconuts, then grinding it finely before being used
in the preparation of popular local dishes such as 'rendang' and
'curry'.
A factory capable of producing 250 kg of 'kerisik' per day is
estimated to cost about RM 140,000 in initial capital investment. Such
a factory will require a supply of about 1,900 nuts a day. Assuming
that the product is retailed at RM 1.50 a bottle (170 g each), such a
project is estimated to give a return on investment of about 29% a
year. The break even point is about 15,200 bottles a month. Although
this is considered small scale, it can be easily upgraded when there is
an increase in demand (Adinan, et. al, 1994).
Processing of desiccated coconut is a relatively new and fast
growing downstream industry in Malaysia. A modem desiccated
coconut factory with a potential production of between 1,200 to 1,500
tonnes per year has been in operation since 1988. There are now many
small factories doing the same business. T.iese smaller factories usually
buy their raw materials in the form of semi-processed coconut meat or
kernel.
Another good example where a Malaysian coconut product
which has been successfully marketed internationally is coconut milk
powder (cmp). Where the processing factory was initially small-scale
and labour intensive, it has now become an integrated, modem and
competitive business. The major importing countries currently are
Asia, Middle East and Europe, with China. USA and Australia having
good market potentials. The rate of growth of this product in the Asian
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region is forecasted to grow by 10% annually over the next five years
(Table 3).
Table 3. Asian market growth forecast (tonnes) of coconut milk
powder
Year
Demand

Total
Supply

Total

1994
1995
1996
1997
1998

8,363
9,200
10,121
11,133
12,246

5,120
6,980
7,620
8,520
8,520

Under
Supply
3,243
2,220
2,501
2,613
3,726

Source : Market Research
With such a high demand for this product internationally, it is
not surprising to observe lately of the existence of many processing
industries in the country (Table 4). The concern among the producers,
at least in Malaysia, is the possible insufficient supply of coconuts
locally to meet this ever-rising demand. Statistics has shown that the
hectarage of coconut land in the country is slowly diminishing,
especially in the plantation sectors from 354,500 hectares in 1980 to
320,000 hectares in 1991-92 (Anon, 1994). The fact that the majority
of the trees were old (over 60 years) and urgently needed replanting,
further aggravated the situation. In addition, with the profitability of
planting oil palm at a higher level than coconut, much plantation land
has been converted to oil palm.
' Thus, it is only natural that certain companies have already
started to source their supply from neighbouring countries. Farmers
and growers should be informed of these recent developments, so that
steps could be done to improve local farm productivity and
profitability. Now too, lies the opportunity for some companies that
have their own supply of raw materials to further invest in a total
integrated coconut manufacturing business; given the comparative
advantage that they have against other companies that do not have a
ready supply of raw materials.
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Table 4. Several major producers of coconut milk powder, desiccated
coconuts and other coconut products in Malaysia
Coconut milk powder

a)
b)
c)
d)
e)

S&P Food Industries Bhd, Johore
S&P Food Industries Bhd, Bagan Datoh
Yeo Hiap Seng, Sarawak
Kapar Coconut Industries
Linaco

Desiccated coconut

a)
b)
c)
d)
e)

Great One Product Ind., Tanjung Karang
Thai Lian Sdn Bhd. Sabak Bernam
Cocomo Sdn Bhd., Johore
Leota Coconut Products, Sarawak
Sabang Industries Sdn Bhd Johore

Various products

a)
b)
c)
d)

M&S Food Industries Sdn Bhd, Ipoh
Gan United Cannery, Johore
A. Clouet & Co., Kuala Lumpur
Johore SEDC

Investment in the coconut manufacturing business can involve
any one of the coconut products, ranging from the simplest high fat
desiccated coconut to cream, powder and consumer items such as natade-coco. Thus, it is highly probable and most logical that a company's
main business should be to produce a mix of products, such as coconut
powder as the main item and the others as second-line products,
depending on the market demand.
The strongest argument for this is that coconut milk powder
(emp) represents perhaps the highest value added industrial product,
hence the most profitable option available to a company. It is
considered that an integrated processing plant would be the most viable
option, that would fully utilise the raw materials and help counter any
drastic price fluctuations of any product at any given time.
In terms of investment, a factory with the capacity of 3,800
kg of coconut milk powder per day can be set up with the initial capital
of about RM 14 million (Adinan, et. al., 1994). This includes the cost
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for building, machineries, other related facilities and working capital.
A factory of this capacity will require about 50,000 nuts per day and
will provide employment for 180 workers. A financial analysis done
on such a project estimated that the internal rate of return is about
25%, with a net present value (at 10% discount rate) of about RM 8
million. The payback period is estimated at bout 3.5 years from the
start of operation.
In view of the environment conscious policies now, a
company could also venture into the processing of the so-called waste
from coconut, e.g., the shell could be manufactured into activated
carbon.This could generate further income.

Young nuts
The cultivation of coconut trees for the sole production of
young nuts has never been fully exploited in Malaysia. There is,
however, great potential in this business. Young nuts fetch a better
price than matured ones, RM 0.50 compared to RM 0.07 - 0.15 per
nut. Young nuts are also available all the year round. Their production
cycle is also much reduced, since the nuts are harvested immature.
In the early 1990's, the Ministry of Agriculture, Malaysia
went all out campaigning for 'drink young coconut water'. The country
was suddenly exposed to this newly-advertised drink. Established
hotels and restaurants also took part in promoting the young coconut
drink. Unfortunately, the campaign was not fully successful, as the
present coconut trees were too tall for plucking young nuts. As a
result, young nuts especially the aromatic green dwarf from Thailand,
were imported in large quantities, even though Malaysia is the main
exporter of young nuts among ASEAN countries (Figure 1). Much of
it goes to Singapore initially, before being shipped again to third
countries.
Young coconut water is nutritious (Table 5), but has never
been promoted internationally as a 'health food'. More and more
Malaysians, Asians and the world at large,are getting more health
conscious nowadays, and this trend should be collectively exploited,
especially by APCC member countries. Besides consumed fresh, it
could also be canned for longer shelf-life.
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Table 5.

Nutritional, value of coconut water
100
94.4
22.0
16.0
6.0
5.1
0.2
0.3
0.2

Edible portion, %
2. Moisture, %
3. Food Energy, Calorie
4. Calcium, mg
5. Phosphorus, mg
6. Total carbohydrates, g
7. Fat, g
8. Ash, g
9. Iron, mg
10. Protein, thiamin, riboflavin,
niacin, ascorbin acid, mg
1

.

traces

Source: Food composition table, 4th Edition, Food and Nutrition
Research Centre, NIST, NSDB, Manila, 1968, pp.27, 28, 29
N on-food p ro d u c ts fro m coconuts

The 'zero-waste' and eco-friendly concept practised by several
major plantation sectors in Malaysia when replanting oil palm with oil
palm, should be followed and practised for coconuts as well. The main
'body' of the coconut trees, i.e. the trunk, which has been ignored in
the past by Malaysian growers and industrialists, should be seriously
studied for new potential uses. Currently, a cut-trunk is fetching RM
150 per trunk (1995 Figure). Experience from the Philippines and
Indonesia in utilizing the timber for furniture and building materials
should be looked into. Malaysian manufacturers are successfully
producing furniture from rubber wood now. It is possible that the
available technology could be easily modified for producing coconut
fibre products. The anti-tropical wood campaign by certain sectors in
the West, should be looked at positively as it gives us a chance to push
the idea that the environmental-friendly coconut trunks should be
utilized.
Two types of coir fibre could be obtained from the coconut
husk. The coarse variety known as bristle fibre is usually for brush
manufacturing, while the mattress fibre is currently used commercially
for mattresses and upholstery. Curled fibre is a partially-processed
mixture of the two, made into rope form for the preparation of
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rubberized coir. There are 3 factories located in the Kuala Selangor and
Hilir Perak areas which turn coconut husks into fibre. About 25% fibre
could be recovered from husks (Tey, et. al, 1995).
In Malaysia ,it is estimated that 70% of the coconut shell is
used as fuel to dry copra in kilns. There is also a factory producing
coconut shell flour for industrial use. Coconut shell flour is used as
phenolic moulding powders in the thermoplastic industry, as filler or
extender in glues, and in the manufacture of mosquito coils and the
dilution of potent insecticides. The use of shells for ornamental
purposes has not been fully exploited.
Certain coconut varieties, such as Malayan Yellow Dwarf
(MYD) and Malayan Red Dwarf (MRD), have good potentials in
landscaping buildings, hotels, highways, gardens and resorts. When
properly managed, these trees could give revenue besides beauty. This
aspect has been practised to a certain extend in Malaysia, but the
potential has not been fully exploited. Another unexplored territory is
the planting of dwarf coconuts in golf courses for fresh consumption
in between 'tee-ing' off between holes.
Publicity and campaign
The general public should be constantly made aware of the
latest information, development and technology on the industry. In this
respects, publicity through the mass media has been found to be
beneficial in generating interest among growers and industrialists.
One good example on this aspect was the organisation, for a
second time of an 'International Coconut Festival' in May 1994 at the
legendary island of Langkawi, situated north of Penang. The fact that
the Prime Minister himself officiated the opening indicates the
commitment and support by the leaders of the country towards the
coconut industry. During the festival, a coconut-tree climbing
competition was held with international participation. An exhibition on
both upstream and downstream activities by public and private sector
were shown to the visitors.
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A one-day International seminar on 'Present and Future
Development of the Coconut Industry' was held on the 29th May 1994
in conjunction with the festival. This effort augurs well not only with
the government endeavour to revitalise the industry, particularly in the
areas of product development and processing; but also the need for
international cooperation in this area. The active participation of some
major coconut producing countries in the seminar and other related
activities has also facilitated the exchange of ideas and experience
necessary for the development of the industry. Professional and
commercial linkages between the different coconut-producing sectors
were generated, thus benefitting the industry globally.
Coconut oil in oleochemicals
Oleochemicals are basic chemicals derived from natural oils
such as coconut oil and fats. The main products are fatty acids,
methylesters, fatty alcohols and glycerol used in a wide range of
industries. The main utilization currently is in the production of
detergents, soaps and cosmetics.
Going further downstream into coconut-based oleochemicals
would ensure the cutting-edge competitiveness of coconuts even
sharper. In Malaysia, it is forecasted that by year 2000 there would not
be enough palm kernel oil as raw materials for the oleochemical
industries. Currently, there are 15 plants, majority of them are joint
ventures between local plantation companies and overseas oleochemical
producers mainly from Japan, USA and Western Europe. The
complimenting role played by coconut oil would be a good proposition
for the local industries, especially for the production of products for
niche markets, since the C configuration of coconut oil is the C 12 C14 group of fatty acids.
Use of coconut oil in oleochemicals is not new to ASEAN. In
fact, the first oleochemical industry is in the Philippines, using coconut
oil as the raw material in the early 80's. It's development has been
rapid since, producing products beyond the ASEAN requirements. In
1991, about 90% of the oleochemicals produced in the ASEAN region
was exported to outside countries, with world demand reaching 4.5
million tons by the year 2000.
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C onclusion

To achieve competitiveness for the coconut industry, experience
in Malaysia shows that all effort, be it from the private or public
sectors, must be coordinated and strategically engineered. It is
important to ensure that the products from coconuts should not in
anyway compete with oil palms. One example is the use of palm oil for
cooking purposes, which is widely accepted in the country. Coconut
products complementing that of oil palm such as in oleochemicals
should be taken advantage of. Communication between affected parties
should take place regularly to discuss common problems and
implement solutions collectively. Coconut producing countries should
get together, perhaps through APCC, to follow the initiatives taken by
the oil palm industries of Malaysia, to promote aggressively the
beneficial properties of the coconuts to the major consumer countries
especially China and the West.
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Figure 1.

Export of Fresh Coconut Major Suppliers
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