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Abstract: Arecanut is an important commercial crop of Kerala. During the past three decades, the arecanut
cultivation underwent significant increase in area and production due to area effect and the yield effect. The
input wise cost of arecanut cultivation in Kerala indicates increase in the cost of production by size of farm.
Marketing system in Kerala include different type of markets, marketing channels and method of sale. In earlier
times trade in arecanut was monopolistic in nature and has changed since the establishment of CAMPCO. In
the state arecanut growers follow different methods of sale; majority of the farmers follow the method of selling
arecanut to the traders in the village immediately after harvest. Arecanut marketing channel includes a number
of market intermediaries like village traders, itinerant merchants, private wholesalers, retailers, co-operative
depots, etc. Co-operative marketing is efficient in Kerala due to lower price spread and better price to the
arecanut growers.
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INTRODUCTION quantity stored is very small. The wholesalers store the

Arecanut is an important commercial crop of Kerala analysis of the trend, costs of production and method of
and is grown in different climatic and soil conditions. In sale of arecanut in Kerala. 
India, among the arecanut growing states, Kerala,
Karnataka and Assam account for 95% of the total area MATERIALS AND METHODS
and 90% of the total production [1] In Kerala, arecanut is
cultivated in all districts. The proportion of area under The materials used in this paper were from secondary
arecanut in the state is very high when compared with data sources collected from various publications of
other states [2. In terms of income, arecanut occupies an Government of Kerala and India. Primary data were
important place in the economy of Kerala. collected from the arecanut growers of the state. For

The land use pattern of Kerala shows that, in the measuring the growth trends of area, production and
state arecanut is a dominant crop [3]. It is mainly a small productivity of arecanut crop in Kerala Compound Growth
farmer’s crop. More than 75% of the arecanut  holdings Rates [7] of area, production and productivity was
are of less than two hectare in size. Any change in its estimated from 1960-61 to 2010-11 considering five sub-
cultivation either in terms of area, production or periods with the following exponential model. 
productivity would seriously affect the weaker sections of
the agriculture population [4]. The cost of production and Y = ab
returns from arecanut cultivation are very important for
the sustainability of this crop [5]. The growth rate (GR) has been computed using the

 Arecanut growers usually sell their produce formula:
immediately after harvest or after dry in the sun. But
certain growers stored ripe arecanut in pits or stepped in GR = (Antilog b-1) 100
water for consumption during off-season [6]. In Kerala
there is no scientific storage facility at the  producer  level. The  F-test  has  been  applied  to  test  the
Though warehouse facilities are available in the state, the significance  of  b. 

produce in their own go downs. The present paper is an

t
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RESULTS AND DISCUSSION Table  1   also   revealed   that   between   the  periods

Arecanut is used by all sections of the people as observed  in  the  production  and  productivity of
masticator either alone or in combination with betel arecanut [11]. 
leaves, lime and tobacco. It is an essential requisite for  The trends in area, production and productivity of
several religious and social ceremonies. In olden days it arecanut crop in Kerala over the years from 1960-61 to
was used as a human and veterinary medicine [8]. With 2010-11 is shown in Fig. 1 and Table 2. 
the development of modern medicine, its medicinal value
steadily began to wane. The arecanut palm grows in Cost of Production of Arecanut Crop in Kerala: The cost
different climatic and soil conditions and is grown in of arecanut cultivation in Kerala is estimated under three
India, Bangladesh, Srilanka, Malaysia, Indonesia, different concepts of cost [13]. The result is presented in
Philippines and Myanmar [9]. According to the recent Table 3. 
data on area and production of arecanut in different
countries, India stands first both in area and production Cost  A:  The important items of Cost A are
of arecanut [10]. seed/seedlings,   hired  human  labour,  farm yard manure,

Table 1 shows the area, production and productivity chemical fertilizers, irrigation, depreciation, plant
of arecanut in Kerala from 1960-61 to 2010-11. In 1960-61 protection,  interest  on  working  capital  and  other
the area under arecanut was 54.26 thousand hectare and expenses (Karunakaran. N., 2013). Among the different
it increased to 99.83 thousand hectare in 2010-11. In all the cost components, hired human labour is the major
decades except 1970’s and 1980’s, Kerala experienced component of cost A and it accounts for 39.65%, 40.15%
significant  increase in the area under arecanut cultivation. and 41.35% of the total cost. 

1960-61 and 2010-11, significant increase was also

Table 1: Area, production and productivity of arecanut crop in Kerala
S. No. Year Area (in ’000 hectare) Production (in million nuts) Productivity (in nuts/hectare)
1 1960-61 54.26 7737 142601
2 1963-64 56.69 8522 150310
3 1967-68 76.04 11473 150873
4 1970-71 85.82 12738 148427
5 1973-74 90.70 13459 148390
6 1977-78 62.47 10548 168957
7 1980-81 61.24 10805 174220
8 1983-84 59.61 8318 139564
9 1987-88 60.50 10665 176281
10 1990-91 64.80 13074 201759
11 1993-94 69.20 15357 221922
12 1997-98 73.30 87038 1187422
13 2000-01 87.36 84527 967571
14 2003-04 93.38 105490 1129685
15 2005-06 108.20 119309 1102569
16 2007-08 99.79 114690 1149000
17 2008-09 96.78 124623 1288000
18 2009-10 99.22 127893 1289000
19 2010-11 99.83 99909 903921
Source:-Computed from (i) Statistics for Planning (various issues), Department of Economics and Statistics, Govt. of Kerala, Thiruvananthapuram. 
(ii) Economic Review (various issues), State Planning Board, Govt. of Kerala, Thiruvananthapuram

Table 2: Compound Growth Rates of Area, Production and Productivity of Arecanut in Kerala in Different Periods
Item Period I Period II Period III Period IV Period V Overall Period
Area 5.789 -4.849 0.065 2.529 *** 1.436 0.691
Production 6.072 -2.633 1.269 25.775 5.025 5.575
Productivity *0.585 2.329 1.133 2.267 3.183 4.835
 *-Significant at probability level 0.01
 ***-Significant at probability level 0.05
 Period I (1960-61 to 1969-70), II (1970-71 to 1979-80), III (1980-81 to 1989-90), IV (1990-91 to 1999-00), V (2000-01 to 2010-11), Overall Period (1960-61
to 2010-11).
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Fig. 1: Trends in Area, Production and Productivity of Arecanut crop in Kerala (1960-61 to 2010-11).

Table 3: Cost of production of Arecanut crop in Kerala (Rupees ha )1

Size of arecanut farm
-------------------------------------------------------------------------------------------------------------------

Sl. No. Particulars Small Medium Large

1 Seed/seedlings 1520 (3.56) 1464 (3.31) 1352 (2.93)
2 Hired Human Labour 16902 (39.65) 17757 (40.15) 19062 (41.35)
3 Farm yard manure 5832 (13.68) 6204 (14.03) 6840 (14.84)
4 Chemical Fertilizers 1592 (3.73) 1596 (3.61) 1612 (3.49)
5 Irrigation 2532 (5.94) 2792 (6.32) 2912 (6.32)
6 Depreciation 1280 (3.00) 1112 (2.52) 964 (2.10)
7 Plant Protection 1565 (3.67) 1785 (4.04) 1805 (3.92)
8 Interest On Working Capital 2380 (5.58) 2564 (5.79) 2792 (6.06)
9 Other Expenses 1244 (2.92) 1572 (3.55) 2004 (4.35)

Cost A 34847 (81.74) 36841 (83.33) 39343 (85.34)
10 Rental Value 1858 (4.36) 1852 (4.19) 1848 (4.00)
11 Interest On Fixed Capital 2532 (5.94) 2404 (5.44) 2476 (5.37)

Cost B 39237 (92.04) 41097 (92.96) 43667 (94.72)
12 Family Labour Charges 3393 (7.96) 3114 (7.04) 2436 (5.28)

Cost C 42630 (100.00) 44211 (100.00) 46103 (100.00)

Figure in brackets indicates percentage to total cost.
Source: Primary Data.

Cost B: It includes Cost A, rental value and interest on arecanut farm. The proportion of total costs on hired
fixed capital. Table 3 indicates that the estimated cost B human labour, farm yard manure, irrigation, chemical
includes more than 92% of the total cost. fertilizers, plant protection, interest on working capital and

Cost C: It is the totality of Cost B and family labour farm; whereas proportion on total cost on seed/seedlings,
charges and is estimated by adding the imputed value of depreciation, rental value, interest on fixed capital and
house hold labour to cost B. Table  3 gives the household family labour charges exhibited negative relationship with
labour charges for different size group estimated at the the size of farm. 
value of hired  human labour  and revealed that the Among the small farmers, hired human labour charges
estimated family labour charge per hectare is highest accounted for the highest share of the total cost followed
among small farmers. by farm yard manure, rental value, family labour charges,

The estimated cost of arecanut cultivation under irrigation and interest on fixed capital. In the case of
various cost concepts given in Table 3 indicated that cost medium farmers also hired human labour charges
A, B and C exhibited positive relation with the size of accounted  for the highest share of the total cost followed

other expenses indicate positive relation with the size of
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Table 4: Method of sale of arecanut in Kerala

Sl. No. Method of sale of arecanut Number of farmers Percentage to total number

1 Short term contract sale of Arecanut garden 6 8.33

2 Long term contract sale of Arecanut garden 4 5.55

3 Sale to the traders in the village after harvest 27 37.50

4 Sale to the wholesalers in the market by the producers 21 29.17

5 Sale to the co-operative societies 11 12.58

6 Direct sale to consumers by the producers 3 4.17

Total 72 100.00

Source:-Primary Data

by farm yard manure (FYM), rental value, irrigation, family Sale to the Traders in the Village after Harvest: Under
labour charges and interest on working capital. The large this method arecanut growers harvest their produce and
farmer’s hired human labour charges accounted for the sell it in the village itself to the village traders or itinerant
highest share of the total cost followed by farm yard merchants in the form of semi ripe, fully ripe, fermented
manure, rental value, irrigation costs, interest on working arecanut, de-husked and dried out. In the case of ripe and
capital and interest on fixed capital. fermented arecanut price is settled based on the number

Method of Sale of Arecanut in Kerala: Arecanut of nuts. After settling the price, goods are delivered on
growers in Kerala are following different methods of sale the spot and payment is made in cash. After the purchase,
(Table 4). They are: the trader sale it to the wholesalers in the market centres.

Short-Term   Contract   Sale   of   Arecanut  Garden: method of sale. One advantage of this method is that the
Under  this  method,  the  arecanut  grower  enter  into producer gets better price than the first two methods. 
short  term  oral  contract  with  village  traders  or  the
itinerant  merchants  for  the  sale  of  the  whole of Sale to the Wholesalers in the Market by the Producers:
arecanut  produce  of  their  garden  for  one  year  at a Under this method the producers harvests the produce
price dictated by the traders depending upon the and transport it for sale in the nearby market to
prospects of yield in the season and previous years’ wholesalers. Marketing of this include mainly the husked
price.  Harvesting,  transport  and  sale  of  arecanut  are dry arecanut. Harvesting, transport and sale of arecanut
done by the traders. Traders generally give advance are done by the growers. From the Table 4, it is revealed
amount to the growers to the extent of 50% of the total that about 29.17% of the total growers are following this
amount. The rest is given to the growers after one or two type of sale. This method gives them still a better price
months of the initial harvest. The main advantage of this than the earlier three methods. Since arecanut is a small
method to the producer is timely availability of money farmer’s crop, individual arecanut growers’ marketable
before harvest and relief from harvesting, transportation surplus is not large enough to benefit from the economies
and sale of the product. It possesses an important demerit of bulk sale in transport, handling, bargaining, etc. 
that the producer gets much less price for his product. In
the state, only 8.33% of farmers are engaged in this Sale to the Co-Operative Societies: Under this method
method of sale. producer sells their product to the co-operative societies

Long-Term Contract Sale of Arecanut Garden: This established by CAMPCO in different parts of the state.
method is similar to that of the first method. But the only Marketing of this include primarily the husked dry
difference is that instead of short term agreement, it is a arecanut. Under this method the producer gets better
long term oral or written contract between the growers price than the other methods of sale. Table 4 shows that
and the itinerant merchant or village traders for two or 12.58%  of  the  total  farmers  are following  this  method
more than two years. But the main disadvantage of this of  sale.
method  is  that  the  price  given  to   the   growers is
much less than that of the first method. Table 4 reveals Direct Sale to the Consumers by the Producers: In this
that only 5.55% of the total farmers are engaged in this method the producer sells his product directly to the
method of sale. consumers   in   his   village   or  in  the  primary  markets.

In Kerala majority of the farmers, that is, 37.5% follow this

in the market. This is through various purchase depots
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Table 5: Major Marketing Channels for Arecanut in Kerala

Channel-I Producer  Village Traders or Itinerant Merchants  Private Wholesaler  Retailer  Final Consumer

Channel-II Producer  Private Wholesaler  Retailer  Final Consumer

Channel-III Producer  Co-operative Societies (CAMPCO)  Retailer  Final Consumer

Channel-IV Producer  Final Consumer

Source:-Primary Data

Table 6: Price spread of arecanut through the major marketing channels in Kerala (Rupees kg )1

Major Marketing channels FP RP GPS MC MM NPS GPS as a percentage of FP GPS as a percentage of RP

I 70 135 65 30 35 35 92.85 48.15

II 75 133 58 27 31 31 77.33 43.60

III 80 132 52 26 26 26 65 39.39

Source:-Primary Data

FP-Farm Price MC-Marketing Cost

RP-Retail Price MM-Marketing Margin

GPS-Gross Price Spread NPS-Net Price Spread

Under  this method  usually  fully  ripe  arecanut  is  sold. CONCLUSIONS
In this case price is settled based on the number of nuts.

The observations revealed in Table 4 show certain Even in the 21  century, agriculture is the chief
major marketing channels for arecanut in Kerala which is economic activity of the people of Kerala. The agricultural
presented in Table 5. The operation involved in the economy of the state has been showing signs of
movement of arecanut from the producers to the stagnation in few and most of its important sectors. One
consumers could be grouped under two phases: important feature of the agriculture sector is that of
assembling and distribution. Since there are many change in cropping pattern, particularly in favour of
intermediaries in the marketing channel for arecanut, commercial crops. In this change, plantation crops
producers normally get only a reduced share of the increased considerably.
consumers price depending on the distance between the The growth trends of area, production and
assembling and the distributing centres, various market productivity of the major crops during the last five
charges and margins and season of disposal. decades give the result that arecanut is one important

Among the different marketing channels as shown in crop registered significant compound growth rates.
Table 5 for arecanut, the first three are very important. The During the study period arecanut achieved highest
price spread through the first three marketing channels for growth rate in production and productivity. Arecanut
arecanut is shown in Table 6. The gross price spread cultivation is one of the main economic activities of the
through the first channel is Rs: 65/= of which Rs: 30/= is state and is an important source of income and
the marketing cost. The rest Rs: 19/= is the margin employment to the people. Therefore, an analysis of the
retained by the intermediaries. The price spread come cost of production of this crop is a real necessity. The
92.85% of the price received by the producer and 48.15% analysis of the cost of cultivation of arecanut by size of
of the price paid by the consumer. The price received by farm did not indicate any specific relation between the
the producer through the second channel is Rs: 75/= per total cost of cultivation and the size of farm. 
kg, which is greater than through the first channel. The In commodities like arecanut where production is
gross price spread through the second channel is less concentrated in a few states and consumption spread all
than the gross price of first channel. The primary producer over the country, the system of marketing assumes great
received the highest price through the third channel. It is importance. Marketing of arecanut product is influenced
found that the gross price spread is very low through the by the trends in area and production of the crop over a
third channel and is less than the gross price spread period, imports, exports and domestic consumption,
through the first two channels. The gross price spread as structure of the market, storage and transport facilities,
a percentage of farm prices and gross price spread as a availability of market information, marketing inspection,
percentage of retail prices are also less through this research, training, etc. The analyses of arecanut marketing
channel compared to the first two channels. revealed six different methods of sale and marketing

st
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channels  in  Kerala.  Among these channels, “producer 5. Singh, R.K., K.S. Bhat and M. Vijayarajan, 1982.
co-operative societies (CAMPCO)  Retailer  Final Profitability of Arecanut cultivation in Dhakshina

consumer” is an efficient marketing channel. This is due Kannada district (Karnataka), Arecanut Research and
to the reason that this channel provides better price to Development (Ed), by K. Sharma Bhat and
the arecanut producer than any other marketing channels Radhakrishnan     Nair.    C.P.,   CPCRI,   Kasaragod,
and price spread is minimum. Lower price spread and pp: 220-222.
better price to the arecanut growers in co-operative 6. Gopal Naik and V.R.S. Arora, 1986. Marketing pattern
marketing channel than any other marketing  channel  in and price efficiency in Indian Arecanut market, Indian
Kerala indicate higher efficiency  and  establishment of Journal of Agricultural Economics, 41(2): 172-180.
more co-operative markets including CAMPCO 7. Narain, D., 1977. Growth of Productivity in Indian
throughout the state. Agriculture, Indian Journal of Agricultural

Notes: Size of arecanut farm was determined on the basis 8. Bhalerao, M.M. and R.K. Singh, 1985. Profitability of
of area cultivated and the holdings selected were grouped Arecanut cultivation in the Jalpaiguri area of West
into small, medium and large according to the criteria Bengal: A sample study, Arecanut Research and
presented below: Development (Ed), CPCRI, Kasaragod, pp: 217-218.

Size of arecanut farm Criteria
Small < 0.20 hectare
Medium 0.20 to < 0.80 hectare
Large = 0.80 hectare
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