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Introduction 

Location:   Southeast Asia, archipelago between the 
Philippine Sea and the South China Sea, East of 
Vietnam 

 

Land Area:   30 million hectares 

Agricultural Land Area:   12 million hectares 

Coastline:    36,289 kms. 

     

Population:    107.6 million (July 2014 estimate) 

  

Agriculture: constitutes 11.2% of GDP and  

employs 32% of the workforce 
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Coconut production in the Philippines 



Aim of the research 

To improve small 
grower access to 

quality premiums for 
copra in the 

Philippines‘ domestic 
coconut oil supply 

chain 



Literature review 

• Complexity of agricultural food chains (Bhattarai et al., 2013, Sporleder 
and Borland, 2011, and Ahumada and Villalobos, 2008) 

• Smallholders exclusion from supply chains (Blandon, et al., 2009) 

• Participation of producers/smallholders (Giovannucci & Ponte, 2005) 

• Increasingly stringent requirements for food safety (Dabbene, et. al., 2013) 

• Farmer organisations, agricultural cooperatives , and transaction cost 
economics  (Gadzikwa, et.al, 2007, Williamson,1979) 

Literature on 
theoretical 

propositions 

•Briefer on coconut industry (Philippine Coconut Authority, n.d.) 
•Coconut oil sold to public markets or supermarkets (Pabuayon & Medina, 
2009) 
•Importance of the coconut oil industry in the Philippines (Dy & Reyes, n.d.,) 
•Smallholders incentives and constraints in coconut production (Warner et 
al., 2007) 

 

Literature on 
Philippine 

context 



Research  questions 

RQ1: How is the coconut oil supply chain organised? 
 

 

RQ2: Is there a premium for high quality copra? 

RQ3: How can small growers of copra take advantage 
of such premiums? 
 



Methods 

Strategy 

Qualitative, in-
depth to answer 
‘how’ and ‘why’ 

questions 

Inductive, open 
questions, case 

studies 

Interview 
approach 

Semi-structured 
interview 

Producers, 
traders/consolidators, 

millers, sellers 

Unit of 
analysis 

Unit of analysis 
– the chain 

Embedded 
Supply chain 

actors 

Analysis of 
data 

Pattern 
matching to test 

propositions 

Explanation 
building 



Area of study 
Location:   Region V, Southeastern region of 
Luzon, about 450km south of Manila 

 

Land Area:  5,266.8 square kilometers 

 

Population: 1.82 million residents (as of 2010) 

 

Climate & Soil: Tropical, Volcanic 

 

Economic Activity:  Agriculture based  

*29 out of 35 towns produce rice, corn, 
feedmeal, freshwater fish, livestock, coconut, 
sugar, abacá, and water-lily 



 

Supply Chain Actors # of interviewees 

Producer 7 

Consolidator 6 

Miller 1 (3 times) 

Dealer/trader 1 

Public market seller 3 

Supermarket 2 

Consumer 2 

Philippine Coconut Authority 1 (2 times) 

United Coconut Associations of 
the Philippines 

1 

Camarines Sur 



Research  questions 

RQ1: How is the coconut oil supply chain organised? 
 

 

RQ3: How can small growers of copra take advantage 
of such premiums? 
 

RQ2: Is there a premium for high quality copra? 



Export market 

Small producer 

Big producer 

Consolidator 

Miller 

Miller outside  
Cam Sur RBD big dealer 

Small dealer 

Public market 

Supermarket Household 
consumer 

Packager and distributor 
outside Cam Sur 

Philippine Coconut Authority United Coconut Associations of the Philippines 

Coconut farm 

Oleo chemical 
manufacturer 

Industrial 
consumer 

CNO big dealer 

Coconut fruit Copra Crude oil 

Miller 

Refined, bleached and deodorized oil (RBD) Branded edible oil 

Copra meal 



Results and Discussion 

RQ1: How is the coconut oil supply chain organised? 
 

 

RQ2: Is there a premium for high quality copra? 

RQ3: How can small growers of copra take advantage 
of such premiums? 
 



Measurement and enforcement of 
standards 

Asymmetries in power and 
information along the value chain 

The non-trivial cost of collective action 
in lobbying and marketing activities 



• Copra quality is measured by its moisture 
content because excessive moisture encourages 
moulds that produce aflatoxin 

• Aflatoxin does not affect the quality of coconut 
oil but it does affect animal feeds produced 
from copra meal  

• Copra quality standards are relevant to the 
sustainability of the chain because feed 
contaminated with aflatoxin compromises food 
safety in livestock chains 

•  The PCA? publishes guidelines for premiums 
(discounts) applied to prices paid for copra of 
low (high) moisture content 

 

Measurement and 
enforcement of standards 



However, small growers have little 
incentive to deliver quality copra 
owing to information and power 
asymmetries in the chain. This 
situation has arisen because: 

(a) Individually, smallholders cannot 
verify the moisture content of 
their copra. Moisture content is 
measured by consolidators and 
not by a credible third party  

 

 

Asymmetries in power and 
information along the value chain 



(b) Producer organisations established 
by the PCA for small growers did not 
create incentives for member 
investment and were unable to 
finance the storage, drying and 
testing equipment required to earn 
quality premiums 

 

Consequently, small growers do not 
benefit from the prescribed quality 
premiums. 

The non-trivial cost of collective 
action in lobbying and marketing 

activities 



Results and Discussion 

RQ1: How is the coconut oil supply chain organised? 
 

 

RQ2: Is there a premium for high quality copra? 

RQ3: How can small growers of copra take advantage 
of such premiums? 
 



Fundamental problems: 

• Small farmers cannot sell directly to millers 
owing to high unit transaction and 
marketing costs, nor can they verify the 
moisture content of copra sold to 
consolidators 

• Even if small farmers pool their copra and 
sell it collectively to millers, it is unlikely that 
millers will bear the cost of assessing the 
quality of each grower’s product separately 

• Small farmers have little incentive to deliver 
high quality copra. 



Possible solutions: 

• Create viable marketing organisations 
for small growers that reward equity 
capital invested by members and 
strategic partners 

• Ensure that there is fair treatment in 
the measurement of the quality of 
copra at the point of sale to the 
consolidators  



• PCA is a government agency that has a mandate to  ‘oversee the 
development of the coconut industry in all its aspects and to ensure 
that the beneficiaries and direct participants of such growth are 
coconut farmers’ 

• In the short-term, PCA should at least monitor consolidators to 
ensure transparency in the measurement of copra moisture content 

• In the longer-term PCA should lobby the Department of Agriculture 
to consider hybrid marketing cooperatives for small producers 

Recommendations 



Questions from audience 



Maraming Salamat! 
 

(Thank you very much!) 


