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Abstract

Coconut industry is viewed by Government as an important means to promote its
overarching goal of equitable distribution of prosperity and has made appropriate policy
commitments to boost copra production and thus the income of the farmers. To improve
income from the copra, the oil mill has been establish to add value to the commodity
producing crude oil and copra meal for export and coconut oil based products for import
substitution in products like soaps, cooking oil, perfumed body oil etc for the. There are
also intended government projects and initiatives to develop other coconut based industries
such as timber, virgin coconut oil production and other by products with the latter being of
interest with non-government organizations. In recognition of the need to boost production.
Agriculture operational plans and strategies puts as one of its emphasis, increasing coconut
production.
With its given location and distances from export markets and between the islands,
Kiribati continues to face challenges: high costs in oil export operations, internal efficiency
and productivity issues in the current copra industry set up posing the need to improve
efficiency in the transfer of copra from outer islands, the need to rationalize the industry set
up for cost effectiveness and efficiency in decision making purposes. There presently exist
structural, infrastructure, financial and transport impediments that need to be addressed and
with late study by an FAO funded expert there is anticipation that government will look
closer at the issues with expectation to resolving them amongst which is the urging need to
improve copra transfer that currently impinge on oil production.
Given the export and marketing issues for crude oil and ever-increasing price of
fuel, total utilization of oil for the domestic market is the most logical approach. Current
worldwide moves towards use of vegetable oil as substitute of fossil fuel presents a viable
alternative for Kiribati. There are on-going efforts towards this direction recommending
production for domestic consumption, bio-fuel/bio-diesel and new on the agenda is the
power generation using 100% coconut oil as fuel for electricity production.

1.

Introduction

In Kiribati Coconut is the largest cash earning crop for the majority of population
living on the outer islands, and is also the main staple food crop for them. About 80% of the
total land area is covered by coconut trees. For subsistence living, home consumption and
small cash income, other parts of the coconut tree are used to make handicrafts for the small
domestic markets in the urban area including mats, toddy, brooms, timber, local medicine
and many more. To date more than 60% of the i-Kiribati people are still engaged in the
copra cutting industry in spite of the declining world market price. For reasons of
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maintaining people's engagement in this economic activity, government, for decades,
closely follows this declining copra price and sets a subsidy adjustment to maintain the
reasonable price of copra to locals.
For very long time Copra has been the only coconut based commodity produced for
export. In the early 1980s, Kiribati government, in understanding that it could not depend
long on just copra, was coerced to explore other means of utilizing its rich coconut
resource. That was when the first coconut timber-milling project was designed with the
kind assistance of the Government of New Zealand. In 1981, the first mill was installed in
one of the islands. In the second year, it moved to two more islands but only to close
abruptly due to poor management and marketing. Though the venture collapsed.
Government knew well that coconut wood still possesses great potential. So in 1999, the
Kiribati revisited the coconut wood idea and approached the Canadian Government to
conduct a feasibility study on how to set up the Coconut saw milling project on one island
nearby to Tarawa, the capital. Further and more recently Government set up of the new Oil
Mill and a Soap Plant to do further processing of copra into coconut oil and copra meal and
to make value added products like soap and the likes.
Coconut industry is viewed by Government as an important means to promote its
overarching goal of equitable distribution of prosperity and has made appropriate policy
commitments to boost copra production and thus the income of the farmers.
2.

Coconut Development in Kiribati

2.1.

Growth in area

Except for Kiritimati Island, the largest atoll island and the biggest in Kiribati has
50% due to its swampy condition, 70% of each of the remaining 32 Islands in Kiribati is
occupied by coconut. In every square kilometer of land there are 14,721 palms. 46% of
this 14,721 is considered senile. This is equal to 6,771 senile palms in every square km.
Taking all land area of Kiribati, 70% of it is occupied by coconut while 46% of coconut in
every sq. km in that 70% area is occupied by the senile coconuts
Total Palm
Population

Senile Trees
Population

Sawn Timber Volume
[m3] = 25% of senile
tree

Northern
Central
Southern
Eastern

547,620
607,700
1,174.670
3,789,190

251,905
279,542
540,348
1,743,027

62,976
69.885
135,087
435,756

Total

6,119,180

2,814,822

703,704

Kiribati
Group

2.2.

Growth in production & productivity

The Kiribati Coconut Industry Project (KC1P) is a new concept that puts together
coconut industry potentials: coconut wood is not the only target but its dried nuts, its fiber
and the virgin coconut oil plus all its useful and other commercial parts. Costing of the
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proposal falls within the vicinity of AU$6 million, as most cost would go to the replanting
program to be conducted by the Agriculture Division. It is envisaged that each nut planted
will earn the farmer AU$2 while in each following year, for three years, another $1 will be
paid to meet maintenance cost of the planted seed. After four years, when the seed is
growing well, the farmer has received $5 in total for one successful seed. The great thing
about this project is in its emphasis on regenerating the productive coconut trees and
increasing copra production in years to come. Remaining cost of project (from the
$6in i Ilion) will have to go to coco-wood milling and production of other by-products.
The milling would only focus on the senile trees and not the productive trees. KCIP
would cover all of Kiribati rather than just one island as in the 2000 report. The proposal
stated that copra, which is still currently harvested, is the fruit of trees planted in the 1970s.
It also stressed the fact that now Kiribati people have lacked interest in planting more
coconuts. This is the most worrying part as the economic benefit now still widely enjoyed
by the people would soon be short lived as the 1970s trees would soon go senile. These
proponents through their religious convictions have decided to play the consultancy work
on the project for the period of four years before it could be handed over to locals, who, by
such time, have gained skills to continue rolling and expanding the project.
Cabinet readily embraced the proposal and endorsed the establishment of the
National Task Force to further ascertain the proposal before Government could seriously
deliberate in sourcing funds, which is quite a big amount.

3.

Developments in Processing of Coconut Products and Value Adding

Tito Government decided in 1994 to centralize the oil and soap project drawing all
equipment etc from outer islands to Tarawa and in 1997 approved that the project is further
developed. In 1999, the project was approved as a $4.1 million project with a capacity to
process the entire country’s annual copra production of 8,500 MT. With a number of
revisions done during implementation, the cost had increased to around $4.4 million. The
Copra Mill project became a Company owned by Government in June 2001 after
incorporation under the Company’s Ordinance of Kiribati, as the Kiribati Copra Mill
Company Ltd.
KCMC is established to carry out business with, the main following objectives:
•

Processing copra into refined and cooking oil and manufacture of soap, powder
soap, bathing soap, shampoo and other copra/coconut oil based products as well as
by-products;

•

Maximizing profit to the company and generate a sustained income earning
opportunities for Copra Cutters to as many Island as possible and to maximize
foreign exchange earning from the export of Coconut refined oil, soap and other
copra by-products;

•

Sell the products locally and abroad; and

•

Import from abroad special/required materials for the production of the
copra/coconut oil based products.
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The mill has the capacity to crush 30-40mt/day copra to produce 58-60% coconut
oil and 33-34% copra meal. Production in 2005 as in Table I below reveals that crushing is
yet to reach full capacity. Major drawback in achieving maximum production capacity is
due to inefficiencies in the current structure of the industry at the moment and the need to
improve transportation of copra from outer islands to Tarawa. Shortage of copra in the main
island where the mill is located is the continued problems experienced since the beginning
of the oil mill.
3.1.

Oil and copra meal production

Table 1. Monthly production statistics 2005
Oil

0/
/0

Crushed

Produced

Change

(MT)

MT

fin last
month

Jan-Jun

2305.48

1305.74

628.41

Jul

301.73

191.23

90.72

Aug

831.95

461.99

269.34

Sept

86.54

47.21

35.43

Oct

348.40

178.03

91.44

Nov

0

0

0

Dec

0

0

0

Jan-Jun

2305.48

1305.74

628.41

Jul-Dec

1568.62

878.46

503.31

Total

3874.10

2184.20

1131.72

Year 2005
Month

3.2.

Copra

Meal
Produced

% Change
fm last month

(MT)

Value adding of coconut oil

Value added products such as toilet soap, laundry bar soap, perfumed body oil are
all for the domestic market only whilst copra meal and crude oil are not only for export but
also for domestic consumption. The market demand for the value added products of
coconut is quite large and compared against production, there is still big potential in the
domestic arena. Product performance is as in fig 3 below.
Fig. 3
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i)

Soap production

Soap production includes toilet bath soap, laundry bar soap, and washing powder
soap. Production of toilet bath soap came on later than bar soap and to date is still in the
stages of improvement for mass production using the new mould ordered that was
purchased 2004. Sale of the new bath soaps is yet to proceed. The production of washing
powder soap has yet to get underway, awaiting commencement by the production division.
At this stage, production is at experimental stage. The production and sales of the laundry
bar soap commenced with the new mould and commenced sales during second half of 2004
however there are still improvements to be made in relation to quality (feel, fragrance and
others). Price-wise the soap is competitive. Specifically, improvement needs as per the
feedbacks from users include:
•

Improvement to the formulation (i.e alterations to ingredients) to give better texture
and feel of the product

•

Improvement in fragrance - perfumes on the soap do not last unlike the B-20
imported bar soap, the current preferred standard by consumers

Nonetheless, production continued to supply the ‘willing' side of the market. Soap
expert is a requirement as well as need for attachment training for local staff and will be
happy to hear at this meeting what possibilities can be available to this effect.
Improvement in packaging is also a need and will look forward to organized exhibition to
see what is there for this need.
ii)

Body oil production

Body oil production with packaging in 100ml transparent plastic bottles continued
to progress well largely due to highly accepted fragrances although packaging had
previously been reported to need further improvement. A wide range of fragrances is
available and generally the public reactions have been favorable. Faced with competition by
imported products (late 2005) new packaging are provided to improve its competitiveness
in the domestic market.
We need to continuously make improvement in the packaging as well as in the
fragrances and hoping that in this meeting and during visits and exhibition, shall be able to
see more for this area.
iii)

Cooking oil production

Cooking oil is one of the products for the domestic market. Further refinement to
the oil changed the smell but there is still resistance in the market. Several reasons could be
cited for this: wide choice of imported cooking oils most of which selling relatively
cheaper, greater availability of imports at retail outlets, lack of awareness on quality and
health aspect of coconut oil, general preference of public for imports, and packaging of
product. As was the case in 2004, only on occasions when there is shortage of imported
cooking oil, that the product gets consumer attention.
Ridding the copra smell is a need and shall be grateful to learn from this meeting.
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iv)

Bio fuel

Given the nature of the market for the commodity, there is urgent need to look at
other viable options and the best alternative will be to consume a large part of it by our
domestic market to overcome the issue of oil price and high export operations costs. Use of
coconut oil as fuel has been proven viable as alternative to straight fossil fuel on either
straight coconut oil fuel or on a mixed basis (diesel/coconut oil) and whilst are being made
towards the use of the oil as fuel and policy support from higher levels will be required.
KCMCL makes its own fuel using mixture of coconut oil and diesel as well as
mixture of coconut oil and kerosene. Some further technology needs are required such as
fdtration system to clean the coconut oil and rid of the moisture. It will be great to see what
is available in the market for this area.
4.
4.1.

Coconut Oil and Copra Cake Export
International

Crude coconut oil is the main export product of the Company and the copra meal is
the by-product that also gets exported to overseas markets. The major issue in the
international marketing of oil is the persisting shipping aspect. The non-availability of a
tanker to transport the oil to overseas markets remains a big challenge. The non-availability
relates to the distance from markets, the relatively low volume of production, and our port
infrastructure. All these mean KCMCL having to involve in expensive packaging (through
use of flexi bags) and having to transship the commodity at appropriate ports at extra costs
resulting in having to bear relatively lower prices than what other Pacific or other coconut
oil producing countries are getting. Not only are the flexi bags expensive, they also do not
have heating facilities to stop the oil from solidifying at temperatures below 22 degrees
Celsius.
4.1.1. Crude coconut oil export shipments

Figure 4 below illustrates KCMCL's half yearly parcels of crude oil exports and the
fob prices obtained for 2004 to end 2005. Exports undertaken in the second half of the year
went both to Europe with some to Asian markets.
Figure 1
Crude O il Export S hipm ents, 2004/5
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4.1.2.

Copra meal export
Figure 2
Half Yearly Copra Meal Exports, 2004/05
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5.

Domestic Consumption

Crude oil and copra meal whilst most of them are exported, there is also domestic
consumption. Table 2 below shows domestic consumption value of crude oil and copra
meal.
Table 2. Crude Oil and Copra Meal - Monthly Domestic Consumption 2005
Litre
Crude oil

293.83
Jan
863.96
Feb
376.25
Mar
1,034.15
Apr
732.48
May
Jun
836.88
664.42
Jul
Aug
789.96
Sept
422.75
560.92
Oct
Nov
538.17
295.42
Dec
TOTAL
7,409.17

6.

30 Kg bag
C/mcal

116.60
79.20
63.71
68.20
52.07
54.67
45.20
103.36
42.40
47.00
51.00
26.00
749.40

Significant Initiatives and Policies to Promote Development of the Coconut
Industry

Coconut Tree been accepted as forest by FAO.
Comprehensive proposal on coconut development (KCIP) by Agriculture Division
of MELAD. Study on Copra Industry initiated by Min of Commerce, Industry &
Cooperatives
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7.

Constraints Faced in Developing the Coconut Industry (Policy, Technology,
Infrastructure, Financial Resources)

- Coconut growing - landownership system & cultural barriers
- Copra - lack of port infrastructure on outer islands to facilitate efficient collection and
shipment
- Coconut oil - lack of necessary infrastructure for efficient oil export/transfer & financial
resources. International trade policy limitations
- Coconut industry - fragmentation in policy towards coconut industry
- fragmentation in structure for managing the industry
- lack of technology & financial resources
- lack of expertise
- Quality control (lack of analysis/testing facility)

8.

Conclusion

For Small Coral Atoll Island Countries such as Kiribati Coconut is really a Tree of
Life. The physical set up and characteristics allow only for coconut to survive without
needing much care and attention. Other crops cannot compete in the harsh climate and soil
condition. For many generations, coconut has been the only sustainable resource and being
the only one Kiribati indeed cannot afford not to develop.
At the outset, what is needed is strong policy support towards developing the
industry. Also technology, expertise, finance etc are needed to facilitate progress in
developing the coconut industry.
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