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Alappuzha Coir-BDS Diagnostic Study

Executive Summary

With exports growing at about 12% a year, the coir cluster is doing well. However, this growth also masks some worrying trends. The cluster is feeling the bite of increased competition, both within the cluster and from substitute products. This is leading to a downward pressure on prices, further exacerbated by recent declines in product quality, driven by increasingly poor quality coir fibre. 

Falling price trends are making it increasingly difficult to absorb rising labour costs, largely a result of high demand for labour from other industries. However, organizational change to shift the composition of labor and introduce new technologies is particularly difficult due to what the industry refers to as ‘labour militancy.’

Market access – particularly in exports – is also largely dominated by a few big firms, who account for 70% of total export earnings. Despite that fact many of the larger firms do have strong production linkages, outsourcing much of their manufacturing to smaller firms, many SME are eager to increase their direct access to markets. However, few know where to begin. 
However, despite facing such fundamental business issues, it is uncommon for coir SMEs to look outside their business for support. Increasing the flow of business services that can address and resolve coir SMEs’ top business barriers will be key to building their competitiveness.

There are a variety of business development service (BDS) providers in the Alappuzha area, providing services across a range of functions. Most are private, for-profit firms; however, some public agencies are also active. However, many are still young, and with limited expertise in areas that matter most to coir, such as international market access and technology-related organizational change. Addressing gaps in BDS supply capacity, in combination with concerted efforts to encourage SMEs to seek external expertise to address their most pressing business barriers, will do much to build the competitiveness of the Alappuzha coir cluster. 
A number of high-impact initiatives can be undertaken to cultivate a BDS market and deliver real value to the coir cluster, initially focusing on input quality, technology adoption, and market access. These initiatives will be elaborated on in a BDS market development business plan that follows on from this diagnostic study, with the over-arching objective of “building a skilled and dynamic BDS sector to play an instrumental role in driving innovation and profit growth in the Alappuzha coir cluster.”
Alappuzha Coir-BDS Diagnostic Study
· ‘Building a skilled and dynamic BDS sector to play an instrumental role in driving innovation and profit growth in the Alappuzha coir cluster’
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Project Background
SMEs play a vital role in the Indian economy, and are therefore receiving increased public attention and support. The Small Industries Development Bank of India (SIDBI) is leading the implementation of a multi-donor project to increase the flow of credit and related support services to SMEs.
The objective of the project is to “improve market-oriented business development services (BDS), thereby fostering SME growth, competitiveness and employment creation.” Specifically this will entail developing interventions to address constraints in the supply and demand for BDS, such as, awareness raising, product development support, capacity building, and targeted transaction subsidies. 

This will include:

· Building the capacity of BDS providers and financial institutions to effectively meet the needs of SMEs

· Supporting networking and collaboration among BDS providers (both private and public, such as those from business associations) 

· Facilitating business linkages between SMEs and larger corporations, working through business associations and cooperatives

· Developing high quality, practical entrepreneurship and management training

· Improving access and adoption of new, appropriate technologies among SMEs.

Such activities are being targeted at SMEs in a range of clusters, one of which is the Alappuzha floor covering cluster. The project will run for 4 years, fostering the growth of a skilled and entrepreneurial BDS sector that will create a self-supporting loop of improved innovation and competitiveness in Alappuzha’s coir industry. 
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A. The Alappuzha Coir Cluster

Overview
Product

Coir products are made from fibre from the husks of coconuts, using for the most part production techniques that barely changed in the past century. Traditional products have mainly revolved around the production of mats and matting:   
· Mats. Largely door mats, mats are made from a mix of coir yarn (as the base) and rough fibres (as bristles).  

· Matting. Woven matting from coir yarn is done on handlooms and used in interiors of houses, commercial spaces, and ships. Semi-automated and fully-automated (or ‘power’) looms have been more recently introduced.

Traditionally a cottage industry, the coir sector has more recently been undergoing substantial changes as more capital intensive products are coming on-line. Non-coir inputs are also increasingly being used, with coir accounting for only 60% of the total product. New products include: 
· Geo-textiles. Similar to coir matting, geo-textiles have a looser weave and are used outside for erosion control (‘pre-vegetative protection’). 

· Rubberized coir. Using another important Kerala commodity, ‘rubberized’ products include products that combine coir and rubber (such as a coir mat with a rubber trim or backing) or blend the coir fibre itself with rubber (such as coir-rubber composites for car seat stuffing).

· PVC mats. One of the latest changes in coir production, PVC are mats are made from coir fibre brushes adhered onto a PVC base (or ‘seat’). 

· Mixed products. The Alappuzha floor-coverings cluster is increasingly incorporating non-coir inputs into its products. Aside from rubber and PVC, inputs also include jute, sisal and cotton.

Production Processes

Many coir production processes have not changed in over a century. However, increased mechanization is happening, particularly with regard to fibre extraction and weaving.
  
The process begins with the coconut seed being stripped of its hard outside layer skin and a 2-3 inch intermediate layer of fibrous pulp, the husk. Fibres from the husk form coir. Extracting the fibres initially requires that the husk is broken down through a process of ‘retting.’  This is a curing process, during which the husk partially decomposes, allowing it to be separated into coir fibers and a residue called coir pith.
 This used to take 6-9 months, but is now accomplished in less than 10 days. The fibres are then separated through beating. This used to be done manually, but is now done mechanically. 

The fibre is then spun into yarn, using labor intensive techniques that have experienced little mechanization in Alappuzha. The yarn and raw fibres are then bleached or dyed (if necessary) and used to make both mats and matting. These are usually woven on hand-operated looms, though recent years have witnessed increased automation. The final coir products are then sold in both domestic and international markets. 
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Value Chain

The coir value chain includes a wide variety of SMEs, from micro-enterprises and women’s self-help groups that spin yarn, to small-scale businesses that weave matting, to large exporters who sell to global retailers.

The diagram below depicts the main actors involved in the production process, that begins with the coir fibre producers (and, of increasing importance, non-coir suppliers) and ends with both global and domestic retailers. 
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Key Markets and Trends
Exports

Reaching almost $130 M in 2006, India’s coir exports have been growing at a healthy 12% on average. However, growth in value has trailed growth in quantity over the past few years by an average of 5%. This is largely a result of: 

· downward pressure on prices from increased competition both from within the coir sector and from similar/substitute products

· migration of the coir product mix towards lower priced products such as geo-textiles and PVC mats.
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The US remains India’s top export market, where India dominates with an average market share of 95%. India’s exports to the US have grown at an average of 9% a year, accounting for most of the US market’s growth. Other countries averaged 1% p.a. in comparison. 
However, there are some new-comers to the market that are growing fast, notably China, whose exports to the US grew at over 50% a year (albeit from a negligible base).
Export Product Trends 
Mats dominate India’s exports and are continuing to rise fast in terms of total value. In particular, mats developed using new technologies which enable high volume-low price production, such as tufted mats where raw coir fibre is adhered to a PVC seat/base . Matting, while previously a strong product, has been declining in sales.  

The diagram below shows the share of total export value of a variety of coir products, as well changes in value and quantity over the past 5 years.
 As the diagram shows, different produces have been enjoying different growth experiences over the past few years, not all of them good: 
· Sales of mats are growing well, in particular mats developed using new technologies that enable high volume-low price production. Tufted and power loomed mat exports have grown well, driven by higher output (over 2 times) and lower price-points. However, hand loomed mat exports continue to dominate in terms of export value. 

· India has seen an increase in the export of raw fibre, implying that other global producers are also enjoying good growth in their sales of processed coir products.
· As a new product, coir pith has experienced the strongest export growth (but from a small base). 

· Although a relatively prominent product in terms of export value, matting exports have not performed well since 2001, regardless of whether they are hand loomed or power loomed.
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Growth Compared to Market Share for Key Coir Products


The Domestic Market 

Though there are few reliable estimates available on the size of the domestic coir market, it is estimated at $275 M – more than twice the value of exports. 
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 Similar products are sold domestically as are exported, with certain variations in color and design. (“The Indian market prefers more colors. Exports tend to be in more natural tones.” – Mats and matting exporter). 

Despite its size, the domestic market is of limited interest to the coir cluster, often perceived to be for low quality products. Few producers interviewed thought it to be comparable to the export market in terms of total value. Yet new opportunities are growing with changes in Indian retail, led by firms such as Reliance Industries and Wal-Mart. However, these buyers are more demanding of quality and are establishing supplier criteria not dissimilar to foreign buyers. 
This may help to turn around negative perceptions of the local market and its attractiveness, while also serving as a good platform for entering export markets. Increased market knowledge of the domestic market will be required to take advantage of growth opportunities in India. 

The Coir Value Chain

Overview 

The coir cluster has been growing well over the past decades. However, there is room for considerable improvement, particularly among SMEs. In spinning and marketing, the cluster is particularly weak. 
The diagram below depicts relative areas of competitiveness of different actors in the value chain.   
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Inter-actor Dynamics 

There are a variety of production scenarios in Alappuzha’s coir industry, most of which contain a high degree of linkage among all types of firms, small, medium and large. 

Four scenarios are depicted in the diagram below: 

1. Large exporters outsource the majority of their spinning, and use a mix of in-house and outsourced production (often to medium-sized firms) for manufacturing. They manage finishing and sales themselves, and dominate exports. 

2. Agents (or ‘bulkers’) are common in coir, often supplying yarn to small-scale manufacturers and then storing semi-finished goods. They then sell on in larger quantities to the large exporters. They have few investments, but high working capital requirements. 

3. SMEs that focus on manufacturing form the majority of the cluster, often producing for the larger firms. Some also do basic finishing to supply the local market. Many of such medium-sized firms are interested in breaking into direct exports. 

4. Some medium-sized firms focus on finishing goods produced by smaller and some medium-sized firms. They both supply larger firms or to sell directly to buyers, both domestic and international. 
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Value Distribution 
Like many manufactured goods, inputs form a large part of the coir industry's cost structure. Traditionally, the coir cluster’s competitive position has been to a large extent dependent on access to relatively cheap labour and raw materials, as demonstrated by the example of a semi-finished handloomed doormat below. However, new products, such as PVC mats (also below), are shifting the cost composition of the industry to include inputs other than coir, while increased mechanization is leading to reduced labor use. 
Therefore, the coir cluster’s competitive advantage is shifting, becoming defined less on its ability to access cheap labor and more on its ability to source a variety of high quality raw materials, at a good price.
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Inputs 

While coir quality has declined in recent years, this trend has been off-set by a reduction in the percent of coir fibre used by the Alappuzha floor covering cluster. Labor issues are both an advantage in terms of good skill levels, as well as a hindrance in terms of local ‘labour militancy.’   

Raw Materials

Kerala was previously India’s most prominent coir fibre producing area; however, now approximately 90% of coir husks are sourced from Tamil Nadu. Coir is nonetheless relatively easy to access in Alappuzha, but the industry complains of declining quality: almost 90% of survey respondents rated access to coir as good or average; but almost 80% rated the quality to be medium-to-poor. 
 

Lower quality fibre – primarily in terms of shorter fire length – leads to increased shedding and a product that does not last as long. But due to the fact that fibre comes from out of state, the Alappuzha industry feels that it has little ability to influence quality.
With increased blending of other products, the issue of coir quality is declining in relative importance.  However, increased integration between coir fibre producers and coir product manufacturers will be required to address recent trends in falling quality.  

Labor
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Few businesses complain about access to the necessary levels of skilled labor, with over 80% rating worker skill levels as ‘good’. However, what is referred to by the industry as ‘labor militancy’ is often cited as a problem: 70% of surveyed SMEs have experienced labour-related stoppages, leading to an average loss of 20 work days per year.
 
More importantly, labour relations are perceived as a barrier to organizational and production innovation (more below). 
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Technology Adoption 

The majority of coir production technologies in Alappuzha have changed little over the past century and continue to dominate the industry’s output, with handloomed mats continuing to account for over 50% of total coir export value. But recent changes have included considerable automation that allows for production output increases of 2-3 times over traditional methods at often much lower costs. 

A number of new technologies have been introduced that allow for such increases in production output:

· Semi-automated looms. The weft is fed manually while the warp and completed matting are rotated using a motor. 

· Powerlooms. These are fully automated, allowing for faster production and also more varied designs. However, they require reliable electricity supply and high quality yarns. (Breakages in yarn cannot be repaired on the fly; production has to be stopped and the yarn re-fed). 

· PVC tufting. This allows for rapid production of mats by adhering coir fibres to a PVC seat. From this a number of shapes and sizes can be cut out. (In comparison, traditional production methods require that a base be produced in the specific shape first, which is more complex to do). Aside from much lower production costs, PVC also allows for cheaper transportation, fitting 50% more mats into the same container than traditional handloomed mats.
	Handloom-Powerloom Comparison

	
	Handloom
	Powerloom

	Quality
	Less uniform
	Uniform

	Design
	Simple/ traditional
	Greater variety (twill, jacquard, etc.)

	Investment
	Rs. 10,000
	Rs. 250,000

	Output
	--
	3x times handlooms

	Labor
	5 persons (incl. preparatory)
	1 person

	Production  cost
	-
	Par to 20% more than handlooms


Therefore, while traditional technologies continue to dominate production, it is the new technology products that are experiencing the highest growth. Supporting the ability of SMEs to take advantage of new production techniques is key to ensuring the wider dispersion of technology-led innovation and growth.
Public R&D Support

The Coir Board is active in supporting coir sector research and development through the Board’s research institutes, CCRI and CICT. Based in Alappuzha, CCRI is an active institution. Below is a summary of activities that it conducted between 2004-05: 
· Coir fibre extraction and processing

· Training on new coir retting and pith producing methodologies

· Machinery development

· Metallic handloom Anugraha designed, fabricated and tested, receiving a national technology award by the government

· Designs of Anugraha Loom transferred to 12 machinery manufacturers

· Trials conducted for new coir spinning machines.

· Product development and diversification

· New product trial manufacturing, such as mats, ropes and window blinds

· Piloting of geo-textiles in road construction

· Piloting mixed coir-sisal products used as greenhouse covers

· Application of vegetable dyes in a number of coir products

· Testing product break load and light-fastness (generating over Rs.1,25,000 in service fees)

· Coir pith and geo-textile demonstrations.

However, as is common with many research institutes, the linkages between CCRI and the business sector needs strengthening, with some businesses expressing concern that the institute develops products that are not commercially viable. As one coir SME owner put it, “CCRI comes out with good products, but the price is higher than other similar products in the market.”

Barriers to Innovation
A number of firm-level barriers to technology adoption exist, primarily in terms of market knowledge and human resource flexibility to re-engineer production processes. 

· Market knowledge. A number of coir producers are not confident about future trends for new products that require capital investment. For example, some are concerned that an environmental back-lash against non-biodegradable PVC products may lead to a collapse in that market. They require more market knowledge before investing.

· Labor. Labor negotiations are often cited as a barrier to adopting new technology. Coir business owners complain that technology investments that lead to increased output are negated by labour demands that business owners maintain the same wage-to-output ratio (leading to a higher wage bill).

· Finance. Unusually, access to finance does not feature as a major barrier to innovation. Instead, businesses need to know more about market opportunities for new products before undertaking any sizable capital investment.  

· Power. Limited electricity coverage and irregular supply limits the ability to adopt more mechanized production methods, particularly for small-scale producers. 

Addressing market knowledge and labor issues will be critical to improving innovation in the sector. From this base, existing institutional capacity in terms of R&D that already exists can be better leveraged. However, the outputs of such research institutions will need to become more market relevant. 
Product Development and Market Linkage

Despite limited changes in production techniques, new products are commonly being developed by the coir cluster. Much of this new product growth is being fueled by mixed input products, which have seen have seen more robust growth in recent years than only coir products: 80% of mixed product lines saw sales increase over the past few years, compared to only 50% of coir-only products.

Some producers are relatively active in developing new products, with over a quarter of those surveyed having done so in the last 6 months. However, while a number of firms develop new products with their customers, too many do not (see highlighted data at bottom). This is partly a product of a lack of direct access to end-market customers, as many manufacturers supply agents or exporters, far removed from the final user (see Inter-actor Dynamics above). However, it is also a product of a lack of awareness of the importance of understanding market needs. For example, when an exporter of geo-textiles was asked what his  customers used 700g quality for compared to 1200g quality, he responded that he did not know – he simply produced whatever they asked for. 

Therefore, building product innovation capacity requires considerably more knowledge of buyer needs, which will come through a mix of both formal research and increased direct access of SMEs to end-market buyers. However, it will also require a mind-set shift, whereby SMEs become acutely aware of the importance of such information to the product development process. 
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Competition 
India dominates international coir product trade by a long way. While Indonesia has the greatest number of coconuts (33% of world output in 1991/93) and Sri Lanka dominates trade in coir fibre (almost 75% of exports in 2005), India dominates international trade of coir floor coverings.
 
However, other countries are active in non-coir products that can be used for virtually identical functions. For example, sisal is increasingly being used for geo-textiles which, according to the International Fibre Journal, “may well become the largest potential market for sisal fiber in the near future.” 
  
Synthetic substitutes, another major source of competition, have recently lost some of their competitive edge, with higher oil prices pushing up the cost of polypropylene. (Polypropylene prices increased nearly 20% in 2005 and 10% in 2006).
 However, they continue to offer tough competition to coir, with some products, such as Bolon, being manufactured to resemble natural products. (Bolon is a woven product that is “designed to closely resemble natural fiber flooring yet be impervious to moisture, easy to clean, and very slip resistant.”)
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Branding and Differentiation 
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Coir is being positioned as a hard wearing, all natural product, that combines “modern minimalism” with “rustic charm”. However, it is not alone in the market. Many coir product attributes in terms of natural appeal, biodegradability, and strength are shared by most other natural fibre products. In addition, many non-coir naturals are considerably softer.

The challenge for the coir industry is to develop a brand that separates coir from other synthetic substitutes as well as similar natural products.

	Product description

	Price/m2 in US$

	“Seagrass is possibly the best known of the natural floorings; hard wearing with a unique appearance.”
	22

	“Coir is rustic, rugged and offers excellent wear at reasonable prices.”
	24

	“Jute is one of the most luxurious natural flooring ... allowing fine texture, care with heavy wear areas.”
	30

	“Sisal is the hardest wearing of all the natural floorings … [which] accepts dyeing well giving the best range of colours of all the natural fibres.” 
	40

	“Papa produces a range of floor coverings which are both extremely durable and also moisture resistant.”
	100


Institutional Infrastructure 
There are a two lead institutions for the coir sector, the Coir Board and the Coir Directorate. In addition, there are a number of business membership organizations (BMOs) and active cooperatives and consortia. 

Coir Board

The Coir Board mainly focuses on product development (through two research institutes, CCRI and CICT) and market access (through supporting in- and out-bound trade delegations, and a India-wide network of shops). 
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The Coir Board leads the Alappuzha Coir Cluster Development Society (ACCDS), a Rs. 56 Cr. Ministry of Commerce scheme that covers 75% of upfront investment costs for new projects. The ACCDS is implementing projects across the coir value chain.
The Coir Board also provides quality certification services for all products, and has recently secured geographic indication for Alleppey Coir.

Coir Directorate

The Coir Directorate predominantly targets small-scale producers and cooperative societies, and like the Board has a network of shops in India. Similar to ACCDS, the Directorate-led Coir Project supports new investments with matching grants.   

The Directorate is leading two key initiatives focused on raw materials: CoirFed is a raw material bank that supplies small scale producers and cooperatives with raw fibre; the recently launched Alappuzha Natural Fibre Infrastructure Development Corporation (ANFIDeC) is focusing on improving the volume and quality of white fibre developed in Kerala.

As the diagram below portrays, both the Coir Directorate and the Coir Board are active throughout the value chain. However, gaps remain in terms of coverage and depth of intervention.
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Business Membership Organizations (BMOs)

There are a variety of BMOs that cover the coir sector. Many medium-sized businesses interviewed by the project mentioned being members of multiple associations. However, many BMOs are not very active, mainly serving as meeting places to discuss issues but with little formal infrastructure to address key concerns. 

Key coir sector BMOs are:

· Travancore Coir Mats and Matting Association

· Coir Shippers’ Council

· Indian Coir Association

· Indian Coir Exporters Chamber

· Small Scale Coir Manufacturers Association

Currently the BMO landscape is undergoing some substantial changes. Due to multiple organizations and overlapping memberships, there are efforts underway to consolidate the various BMOs into a single All India Coir Federation. The Federation has just received official backing from the Coir Board and is in the process of developing its organizational structure. 

Initial discussions with the Federation indicate that it may require certain support in strategy development,
 and then in developing an integrated set of business-relevant services for its membership. Many of such services are likely to fall within the BDS sphere  (though certainly not all). Depending on how the Federation chooses to structure itself, some of these services may be developed internally and delivered by its staff, or outsourced to independent BDS providers. 
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Social and Environmental Issues 
With over 400,000 people involved in coir production in Kerala, the social impact of the cluster is a highly politicized issue.
 

Socials Issues

Estimated to account for 85% of total labor, women are actively involved in coir production, both at a micro/household level (primarily through yarn spinning) as well as in larger production units (though women are seldom on the looms).
 However, the incomes they earn are low, with yarn spinning earning the average woman little more than Rs. 50 per day. 

As mentioned above, social concerns, primarily in terms of labor, are at the top of the industry’s agenda. The freedom of the industry to embark on a number of technology-driven changes in production is in large part dependent on its ability to manage the social costs associated with such shifts. 

Environmental Concerns

With the near-ending of coconut retting and coir fibre production in Alappuzha, concerns with the environmental impact of coir production have diminished. However, some environmentally harmful production practices continue, primarily with small-scale fibre/yarn bleaching and dying, from which the waste water goes largely untreated. However, a common treatment facility is planned.  

Yet, environmental concerns are likely to increase, particularly as the Alappuzha Natural Fibre Infrastructure Development Corporation’s activities expand. (However, the scheme does incorporate common waste water treatment plants).  Furthermore, as coir products are increasingly positioned in the market as largely natural products, the environmental impact of their production will take on increasing relevance to consumers.

Coir Cluster Summary

· As an established industry at almost $130 M in exports (in 2006), and growing at a healthy 12% on average, the coir cluster as a whole is relatively competitive. 

· However, growth in value has trailed growth in quantity, implying a downward trend in price. 

· Mats dominate India’s exports and are continuing to rise fast in terms of total value. Matting, while previously a strong product, has been declining in sales. The domestic market is of limited interest to the coir cluster, despite its large size. More needs to be known about the opportunities that it presents. 

· Like many manufactured goods, inputs form a large part of the industry's cost structure. Traditionally this has been raw coir and labor. This is now shifting to include inputs other than coir, while increased mechanization is leading to reduced labor inputs. 

· The majority of production technologies have changed little over the past century. However, recent changes have led to considerable automation. Yet, a number of barriers to technology adoption exist, such as:

· Limited knowledge of market trends for new products 

· Limited labour flexibility to re-engineer production processes.

· Coir is being positioned in the market as a hard wearing, all natural product. However, most natural fibre products are similarly branded. Building a unique brand that helps to better differentiate coir products will be key to turning around the commoditization trend of coir being defined solely on price.

Strengths, Weaknesses, Opportunities, Threats 
The Alappuzha coir cluster is enjoying good growth, but is facing increased product commoditization and falling prices.
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Key Concerns and Use of BDS to Date 
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Polypropylene Prices (US$/ton Raffia grade)

The coir cluster is feeling the bite of increased competition, both within the cluster – in particular from products developed using new technologies, such as PVC mats – and from other countries. This is leading to a downward pressure on prices.

A decline in prices also reflects a decline in product quality, driven by increasingly poor quality coir fibre. However, few SMEs know how to improve the quality of fibre and yarn that they use.

Declining price trends are making it increasingly difficult to absorb labour costs, which are rising with high demand for labour from other industries. However, organizational change is particularly difficult as a result of ‘labour militancy.’

Market access – particularly in exports – is largely dominated by a few big firms. There is considerable interest among SME manufacturers to increase their direct access to markets. Aside from increasing opportunities to capture greater value, this is also key for ensuring that new products are market-relevant. Increased knowledge of market and product trends is also a key pre-requisite for the industry to confidently undertake major investments in new technologies. 
However, despite facing fundamental business issues, only 40% of surveyed coir SMEs have looked outside their business for support.
 Increasing the flow of business services that can address and resolve coir SMEs’ top business barriers will be key to building their competitiveness.

B. Business Development Services

Overview
Support Throughout the Value Chain 
Business development services (BDS) are central to the development and growth of private enterprises, from small firms to global corporations. They cover a range of services that firms require across their value chain, and for which they look externally to third party providers. 
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Specifically, BDS are  business-related services provided from one business to another. While these services are numerous in terms of what they entail, and vary considerably from one sector to another, they can generally be grouped into four high-level support functions: financing; production; organization; and marketing (see diagram below). Positioned on either end of the value chain, access to financing and access to markets often tend to be among the most prominent.
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A Private Market for BDS 
In advanced economies, BDS is a business-to-business service provided by private firms. Government BDS delivery is commonly focused on disadvantaged groups or groups that are underserved by the market. In developing economies, the market for BDS is generally less mature, with BDS supply often undertaken by public institutions. This may be due to:

· Weaknesses in demand, due a low recognition of need for BDS among businesses and/or a low willingness to pay for services. 

· Weakness in supply, whereby BDS providers have limited skills/technical capacity to add value to businesses and/or providers have limited visibility.
 

Growing consensus points towards BDS being most effectively delivered by private providers. Spurred by profit incentives, private providers will be motivated to actively pursue new clients and expand their reach; challenged by competition, they will be forced to offer a high quality product and continuously innovate to maintain market share. 
Therefore, BDS interventions are focused less on the direct delivery of BDS to SMEs, but more on developing targeted interventions to support the development of a self-sustaining private market for BDS. 
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Public vs. Private Roles 
While there is a role for public provision of BDS, it should be undertaken such that it does not distort the growth of a private BDS market. While the role of public entities in supporting BDS varies depending on the needs of the sector and the strength of private BDS providers, in general, public entities focus on playing the role of a broker between private firms and BDS providers, providing for the most part a market linkage function. This may entail:

· Introductory information on different types of BDS services and what they entail 

· Basic training on different types of BDS

· Directory of BDS providers with contact information (potentially with customer ratings as well).
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The Alappuzha BDS Sector 
Overview

The Alappuzha BDS sector
 covers a wide range of services, providing support across SMEs’ value chains from finance, through production and organizational management, to marketing. However, there is a particular leaning towards finance-related business services. 

Most are BDS providers are private, for-profit firms; however, some public agencies are also active. The majority of BDS providers surveyed by the project serve a full range of clients, from small to large firms. Two-thirds have worked in the past with businesses from the coir cluster. 

While 60% have been in existence for more than 10 years, most are firms of under 20 staff. 60% bring in revenues of under Rs. 1 Cr. a year, but most have seen business grow over the past few years at almost 30% a year.
  

Those surveyed felt that their major business barrier was the size of the client pool – Kerala does not have a big enough private sector for them to grow faster. 
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Examples of BDS Providers in the Alappuzha Area

	Organization
	Function
	Focus client size

	Finance

	Thomas Cherian & Co.
	Business & financial planning, raising capital and taxation
	SMEs

	Antony Malayil & Co.
	Business & financial planning, raising capital and taxation
	SMEs

	Abdul Rahim & Co.
	Business & financial planning, raising capital and taxation
	Full range

	G. Joseph & Co.
	Financial Planning, project development
	Full range

	Production and Business Organization

	KITCO
	Business process re-engineering, technology adoption, infrastructure development
	Full range

	CCRI
	Design and new product development testing
	Full range

	Pulse Eng. Pvt. Ltd
	Machinery sourcing, technology adoption
	Full range

	Resource Hunters
	Human resource management and training
	Full range

	Marketing

	ProMart Solutions
	Marketing and market entry
	SMEs

	Vani Printers
	Brochure design and printing
	Full range

	Digital Point
	Marketing material design and printing
	SMEs


Access to Finance 
Finance-related BDS is the most common service offered, with most BDS providers offering a full range of finance-related services. While some are originally auditors that have expanded into project planning and business plan writing, others are business consultants who specialize in finance.
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Migration of Financing Responsibility from Public Agencies to the Market


Most surveyed firms described raising capital for their clients as either ‘easy’ or ‘very easy’, with some highlighting SBI and Canara Bank as preferred banks to work with.
Production and Business Organization 
Production and business organization-related BDS feature less prominently than other service groupings. However, both will be particularly important in light of technological shifts occurring in the coir sector. 

Production

There are relatively fewer firms involved in offering production-related BDS support. Some are linked to machinery manufacturers, acting as sales agents and offering after-sales support. Additional or further advisory services have to be paid for separately by the clients.

Two public agencies are relatively strong. The Kerala Industrial and Technical Consultancy Organization (KITCO) has over 150 engineers with expertise in a wide range of industries – including coir – while the Central Coir Research Institute (CCRI) is fully focused on the coir cluster. 
Business Organization

Like production-related BDS, there are comparatively fewer BDS providers involved in business organization consulting. Most firms offer this as additional to their core service offering. For example, production-focused firms that also advise on business processes, or finance-focused firms that also perform management audits.
As the coir sector shifts to greater mechanization, the importance of human resource consultants s to manage labour issues and re-training of personnel will be key. This will similarly be the case with firms that aspire to moving into direct exports, learning to work for the first time across cultures with foreign buyers. 
Marketing 

Most firms that support SMEs in marketing are involved in conducting limited market surveys, and providing support with regard to designing and developing marketing materials, such as brochures and catalogues. There is limited support available to SMEs with regard to international marketing, with no consultant interviewed by the project having any experience in this area. This is a substantial gap in light of a strong interest among coir SMEs to enter into direct export trade. 

However, the Coir Board has substantial experience in international marketing, and regularly leads trade delegations to international trade fairs. It has previously held an international coir fair in India (in 2001), and is planning to do so again towards the end of 2007. It has also recently lunched a geographic designation for Alleppey Coir to support sector-level branding efforts. However, at the individual firm level – in terms of individualized, tailored support – there are no service providers with international marketing experience. 
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Summary 
In the spectrum of BDS services, finance-related expertise is more readily available, while a number of government agencies are involved in providing production and business organization support. There is an expertise vacuum in firm-level support to access international markets.  
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BDS Sector Summary

· BDS is central to the development and growth of private enterprises, from small firms to global corporations. BDS covers a range of services that firms require across the value chain, and for which they look externally to third party providers.

· There is increasing consensus that BDS is best provided by private actors. While there is a role for public provision of BDS, it should be undertaken such that it does not distort the growth of a private BDS market. 

· There are a variety of BDS providers in the Alappuzha area, providing services across a range of functions. Most are private, for-profit firms; however, some public agencies are also active.

· Finance-related BDS is the most common service offered, with most BDS providers finding accessing financing for their clients to be relatively easy.

· Production and business organization-related BDS feature less prominently than other service groupings. However, both will be particularly important in light of technological shifts occurring in the coir sector.

· There is limited support available to SMEs with regard to marketing, in particular international marketing. This is a substantial gap in light of many coir manufacturers’ interest in entering direct export trade. 

C. BDS Support for the Alappuzha Coir Cluster

Project Focus Areas 
A number of high-impact initiatives can be undertaken to cultivate a BDS market and deliver real value to the coir cluster. BDS initiatives will initially focus on three main areas of concern to the coir cluster:

1. Input quality 
Improving the quality of coir fibre is key to counter the decline in price as a result of lower quality end products. The SME survey showed input issues to the number one business barrier faced by coir SMEs, with 80% of surveyed SMEs finding input quality to be medium-to-poor. Developing BDS interventions focused on inputs will also help to support the over 10,000 small-to-micro scale units involved in coir spinning. However, while this will be important, developing the right business model to sustainably deliver BDS to such units will be challenging.  
2. Technology adoption
Introducing new production technologies throughout the vale chain is central to managing competition from lower cost, competing products – the second highest business barrier faced by surveyed SMEs. While the coir industry has barely changed production technologies in a century, it has been undergoing a technological sea change in the past decade. Increased mechanization is allowing SMEs to produce mats at lower costs and much higher volumes, changing the industry’s competitive position. Both increased market knowledge and the ability to manage labor are key for SMEs to be able to undertake the required shift in production techniques. However, due to the contentiousness of labor-related issues, it is unlikely that such BDS interventions will be among the first that the project addresses.  
3. Market access
Demonstrating good market opportunities to SMEs (through both increased forward integration and new market access) is a prerequisite before they will invest into new technologies and products, with marketing coming as the fourth highest business barrier. BDS services that bring new market opportunities to SMEs – both international and, of increasing importance, domestic – will be key to enabling substantial business changes upstream in the value chain. 

Finance will often form an integral component of all of these initiatives.  

Potential BDS Initiatives 

The project will initially focus on initiatives that deliver ‘quick wins’ to the coir cluster. This means that complex technology and related organizational change issues will be addressed later in the project cycle. A strong emphasis will also be placed on market opportunities at the start, so as to create a good case for production change and investment further upstream. 
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The choice of initiatives that the project can develop will strike a balance between speed of delivery and impact generated. The list below highlights potential high-demand, high-impact initiatives, and an assessment of the strength of existing BDS supply in each area.
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Potential initial interventions


The diagram below shows three initiatives that the project may initially pilot, and how they relate to the coir value chain. They are all in areas where partnerships can be leveraged, and early successes demonstrated. It is probable that the project will initially pilot the input quality and market access initiatives. The demonstration of clear market opportunities will likely raise SMEs demand for finishing facilities (and related BDS project finance services), after which the third project can be launched.
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Partners/champions: Coir Board; IITF, IIFC, 

new consortia; BDS providers

 

Input quality: Develop a public-private 

partnership between the Alappuzha Natural 

Fibre Infrastructure Development 

Corporation and private BDS providers to 

improve input quality.

 

Partners/champions: ANFIDeC; KITCO; 

Win Center; spinner self-help groups 

 

Finance & Production: Support SMEs in developing 

business plans to guide investment in finishing 

facilities. These will enable SMEs to engage in direct 

sales with local and foreign buyers.

Partners/champions: Banks, SMERA, consortia estd. 

by Project Uptech


Who Pays? 

Currently most BDS functions are undertaken by public agencies, with private providers focusing on limited transactional services. As the sector matures, the BDS functions will likely become more complex, and private firms will take more responsibility for payment (particularly as consortia). However, there is likely to remain some role for public support, for example in R&D and certain collective action efforts. 
	BDS Function
	Who does?
	Who pays?
	Payment mechanism

	Finance: Business plan development
	· CAs
	· SMEs

· ACCDS                                               
	· Direct

· Subsidy

	Finance: Auditing
	· CAs
	· SMEs                     
	· Direct

	Production: Product devt.

& design
	· CCRI

· Clients (IKEA, Target...)
	· CCRI  

· Clients
	· Public subsidy

· Embedded

	Production: New technology research
	· CCRI
	· Coir Board                      
	· Subsidy

	Production: Industrial parks & common facility infras.
	· Coir Directorate

· ACCDS  
	· Coir Directorate

· ACCDS
	· Subsidy

· Subsidy

	Organization: Technical skills training
	· Coir Directorate

· CCRI                                                                                                                                                                     
	· Coir Directorate

· CCRI                       
	· Subsidy 

· Subsidy

	Marketing: Sector-level branding
	· Coir Board

· Coir Directorate    
	· Coir Board

· Coir Directorate           
	· Subsidy

· Subsidy

	Marketing: Trade fair logistics
	· Mktg. BDS (e.g. D&B)

· SMEs
	· Coir Board                                                   

· SMEs                   
	· Subsidy 

· Direct

	Finance: Raising capital from multiple sources
	· None
	· N/A                                                  
	· N/A

	Production: New technology analysis
	· None                                                                                  
	· N/A
	· N/A

	Production: New technology adoption
	· Machinery manuftr.

· SMEs – None                                                                                  
	· Large firms

· N/A
	· Embedded/direct

· N/A

	Organization: Consortia formation
	· Coir Directorate
	· Coir Directorate                              
	· Subsidy

	Organization: Patenting                                                                                                                                                                               
	· Law firms (for large firms)

· SMEs – None                                                                                  
	· Large firms

· N/A
	· Direct

· N/A

	Organization: HR redeployment
	· None
	· N/A
	· N/A

	Marketing: Research                                  
	· None
	· N/A      
	· N/A

	Marketing: International market access                                  
	· None
	· N/A      
	· N/A

	Marketing: Product branding
	· None
	· Market Access Initiative / MOC       
	· Subsidy

	Marketing: Website                                  
	· IT consultants 

· SMEs - None
	· Large firms

· N/A      
	· Direct

· N/A

	Marketing: Packaging
	· None 
	· N/A
	· N/A

	NOTE: While many of the above BDS functions are listed as being currently undertaken, the cases are few. BDS is not widely consumed by coir SMEs. Furthermore, the above table does not reflect on the quality or market-relevance of the services that are provided.


The Role for Bridge Financing 
BDS providers in the Alappuzha area have limited skills and experience in areas that matter most to the coir cluster. At the same time, the coir cluster has limited experience with the benefits of BDS. Supporting the market for BDS services will likely require initial bridge financing as BDS providers build their skills and coir SMEs build their trust/confidence in BDS.

This financing will be used to:

· Reduce SMEs’ perception of risk in acquiring an untried service.

· Subsidize the learning of BDS providers who will be learning-through-doing on BDS initiatives led by the project. 

Furthermore, such financial involvement will enable the project to remain involved in relationships between BDS providers and SMEs, playing a key monitoring, support and quality assurance role. However, as both supply and demand for BDS grow, such public financing will phase out.


Establishing a BDS-Coir Work Group 

The project will be guided by a public-private workgroup comprised of individuals and institutions that support the growth of a BDS market, and who are able to play a key advocacy role for the coir cluster. The work group will comprise coir sector firms and institutions, as well as BDS providers (both existing and aspirant). 

The workgroup will validate the fundamental premise of the diagnostic and provide guidance with regard to the key activities set out in the business plan. It will continue to then guide subsequent implementation. 

The work group also will serve as a key means by which the project will conduct outreach with both coir and BDS sector members, serving as representatives and advocates of the project. Members will actively support the growth of a BDS sector as a positive agent of change in driving the coir cluster’s competitiveness. The work group will also serve as a vehicle for advocacy on key issues faced by the coir cluster, leveraging its unique public-private composition to represent the cluster’s interests  with key public agencies.

Below is a list of potential BDS-Coir work group members. The proposed membership covers a range of public and private organizations, various firm sizes, and interests across the coir value chain.
	Institutional seat
	SIDBI
	Lead Bank and client

	Institutional seat
	State Bank of Travancore
	Lead Bank

	Institutional seat
	Coir Board
	Govt. of India

	Institutional seat
	Coir Directorate
	Govt. of Kerala

	Jacob Neroth
	All India Coir Federation
	Coir BMO

	George Varghese
	Coco Palm
	Coir SME 

	Tom Joseph
	Cocotuft
	Coir SME

	Sr. Alice Lukose
	Win Center
	Spinners and NGOs

	George Rajan
	Bureau of Business Consultants
	BDS

	TBD
	New or aspirant BDS provider
	BDS

	 
	Cluster Pulse / OTF Group
	Facilitator


Annex 1: Select Coir Cluster Interventions 

A number of important initiatives have been undertaken in the recent past to build the competitiveness of the coir cluster; many interesting new ones are underway. These will be built upon and incorporated into the project approach as embodied in the BDS business plan (which will be undertaken following the diagnosis).

Technology Upgrading

· SBI’s Project Uptech was implemented between 2000-04, with a primary focus on technology upgrading, disbursing approximately $1 million in lending. 

· The project’s success was inhibited by insufficient attention to market access and by issues with labour unions.                                 

· In 2004 the project introduced a consortia-based approach. 

Consortia formation

· The Coir Directorate followed with a strong focus on consortia development, supporting the creation of >220 consortia across the value chain, including raw material banking, technology upgrading, and market access.

· While many consortia initially formed (partly as a result of a cash payment for initial funding), the vast majority folded within 6 months. Three strong consortia have flourished, and are well organized (Venice Consortia, International Carpet Consortia, and Greenways).

· The Directorate plans to develop a common husk collection facility – using over 110 women’s consortia as a base – that includes a waste water treatment facility. 

Market Access

· This year will see the launch of the second International Indian Coir Fair, organized by the Coir Board. 

· The Board recently launched a formal Geographic Indication for Alleppey Coir. 

Industrial Parks

The Coir Directorate is leading the development of three of industrial parks: 

1. Coir Park A, Alappuzha 

· 21 acres allotted to 14 entrepreneurs

· Expected investment: Rs. 9.5 Cr. 

2. Coir Park B, Cherthala

· 17 acres allotted to 4 government firms 

· Expected investment: Rs. 15 Cr. 

3. High Tech Coir Park, Perumon

· Expected to develop a wide range of eco-friendly products based on coconut fibre. 

· Expected project cost: Rs. 17 Cr.

Geo-Textiles

· The Coir Directorate is developing Rs. 865 lakhs investment for the popularization of geo-textiles

· Main activities: 90 state and national projects; 10 exporter-based projects; support to 50 geo-textile production units.

Annex 2: Coir “Cluster Quotes”

Inputs

· “Strikes are a major problem with ‘just-in-time’ manufacturing!” – Mat exporter

· “The coir sector is not coir alone. When you talk of coir you are actually talking of jute.” – Coir association secretary

· “Kerala cries that there is a shortage of fibre. Yet India is exporting fibre!” – Mats and matting exporter

Production and Technology

· “No one has invested in R&D. Actually, there has been no innovation in the last century.” – Coir association secretary

· “CCRI comes out with good products, but the price is higher than other similar products in the market.” – Mat exporter

· “The Coir Board research is not linked to the market. They produce new products that are too costly.” – Mat exporter

· “I haven’t gone for upgrading because of labor. It is tough… Stoppage is more than working time!” -Mat & matting exporter

· “New technology requires a big investment. Yet we are not sure about the market.” – Mat exporter

· “I have my doubts about PVC mats. Can you help me? We usually think foreigners are environmentally friendly. PVC is not. So is there a good future for this product?” – Mat exporter

· “Handlooms are on their way out!” – Mat exporter

Marketing and Branding 

· “The quality consciousness has gone. Buyers only care about price.” – Mat exporter

· “Price is the number one factor.” – Mat exporter

· “This product [mat] is secondary for the house. We need to find a way to distinguish it.” – Mat exporter

· “Big firms have US offices. They have interaction with the buyer every day … every second! We don’t have this.” – Mat & matting exporter

· “Some guys demand a tighter weave, others don’t. I don’t know why.” – Geotextile exporter

Competition

·  “When you sell your mats in the US, you see other mats from China and Indonesia that are very cheap. How they do it, I don’t know.” – Mat exporter

· “Now there are so many exporters, you have to accept whatever price your buyers offer.” – Mat & matting exporter

· “Competition from China is big. The Chinese are using seagrass. People just want to clean their feet, they don’t care on what.” – Mat & matting exporter

· “Competition from other countries is high – China, Vietnam, Philippines, Sri Lanka. And their product price is very low, lower than our cost of production.” – Mat exporter

· “Coir cannot survive against alternative products.” – Mat exporter

Regulation

·  “Export expenses are very high. Addressing this can reduce our costs by as much as 10%.” – Mat exporter

Annex 3: A Brief History of Coir

About A.D. 60, a Greek sailor wrote about a coconut-producing East African village whose boats were made of planks sewn together with coconut fibers. By the eleventh century, Arab traders were teaching people in Sri Lanka and India how to extract and process coconut fibers. 


In 1859 James Darragh and Henry Smail established the first coir manufacturing firm in Alleppey, that led other to follow suit, primarily from Britain and the Netherlands. 

1947 saw the dissolution of a number of large factories, with laid-off workers being given machinery as part of their retrenchment package. This was the start of the coir cottage industry, that continues to dominate the production model today. 

Coir production changed little until efforts to mechanize it began in the middle of the twentieth century. In India, a defibering machine was invented in 1950. Because mechanization would eliminate a significant number of jobs, it is being introduced gradually.

In the past decade, coir processing in Europe and other developed countries has largely stopped, with most manufacturing now being undertaken in India. However, though India continues to dominate the global coir market, competition is on the rise from South East and East Asia. 

Annex 4: List of Interviewees
	
	Company Name
	Interviewee
	Category

	1. 
	Rangamani & Co.
	Sanjeev
	BDS provider

	2. 
	DIC
	Abdul Latif
	BDS provider

	3. 
	ProMart Solution
	Joseph Cherukara
	BDS provider

	4. 
	Rajan George
	Rajan George
	BDS provider

	5. 
	Project Solutions
	Mr. Babu
	BDS provider

	6. 
	Pulse Eng. Pvt. Ltd.
	P J Thomas
	BDS provider

	7. 
	Krishnamurthy & Co.
	Krishnamurthy
	BDS provider

	8. 
	G. Joseph & Co.
	George Joseph
	BDS provider

	9. 
	KITCO
	Biju John
	BDS provider

	10. 
	Vani Printers
	Ajith
	BDS provider

	11. 
	Digital Point
	Nagaraja
	BDS provider

	12. 
	Abdul Rahim & Co.
	Safeeq
	BDS provider

	13. 
	P C Cherian & Co.
	Thomas Cherain
	BDS provider

	14. 
	M/s Antony Malayil & Co.
	Antony Mathew
	BDS provider

	15. 
	BBC
	George
	BDS provider

	16. 
	Kerala Productivity Council
	Jose
	BDS provider

	17. 
	Resource Hunters
	P Mohanan
	BDS provider

	18. 
	Resource Hunters
	K Balakrishanan
	BDS provider

	19. 
	KCM & FCS
	P.R. Sudheendran
	Coir Cluster firm

	20. 
	Jovial Export
	Harold
	Coir Cluster firm

	21. 
	Tomco Coir
	Tom
	Coir Cluster firm

	22. 
	--
	Pradip
	Coir Cluster firm

	23. 
	KSG Iyer & Co.
	Gangadhar Iyer
	Coir Cluster firm

	24. 
	Jose Coir Mill
	Joseph
	Coir Cluster firm

	25. 
	Foam Mattings
	D Ramarajan, Managing Director
	Coir Cluster firm

	26. 
	Alleppey Company
	N Vishwanathan
	Coir Cluster firm

	27. 
	Alleppey Company
	Ashok, Managing Director
	Coir Cluster firm

	28. 
	Naranji Coir Ind.
	Kunju
	Coir Cluster firm

	29. 
	Tomco Industries
	Tom
	Coir Cluster firm

	30. 
	I C C
	Tom's collegue
	Coir Cluster firm

	31. 
	Santosh coir Works
	A T Salas
	Coir Cluster firm

	32. 
	Arackal Coir Factory
	Samson
	Coir Cluster firm

	33. 
	Venice Coir Consortium
	Samson
	Coir Cluster firm

	34. 
	Coco Palm
	George Verghes
	Coir Cluster firm

	35. 
	Wallace Langford &Associates
	K A Joseph
	Coir Cluster firm

	36. 
	Jovial Export
	Harold
	Coir Cluster firm

	37. 
	NCJ John
	John Chako
	Coir Cluster firm

	38. 
	National Coir Mill
	Sony
	Coir Cluster firm

	39. 
	Shaji Coir Factory
	Shaji N S
	Coir Cluster firm

	40. 
	Dhanlakshmi - SHG
	--
	Coir Cluster firm

	41. 
	Maggi Coir Works
	Mariama Joseph
	Coir Cluster firm

	42. 
	Liso coir Tex
	Sony Francis
	Coir Cluster firm

	43. 
	J R Exports
	Jacob Neroth
	Coir Cluster firm

	44. 
	Pooppally Coir Mills
	Dilip Cherian
	Coir Cluster firm

	45. 
	Alleppey Coir Cluster Dev Society 
	Mr. A.J.Thomas
	Coir Cluster firm

	46. 
	Coir Cluster Dev Society
	Mr. Sivan
	Coir Cluster firm

	47. 
	Poppally Coir Mills
	Mr. Dilip C. Thomas
	Coir Cluster firm

	48. 
	Tomco Industries
	Mr. Tom Joseph
	Coir Cluster firm

	49. 
	Eastern Rug Mills
	Mr. Jacob Neroth, President CSCI
	Coir Cluster firm

	50. 
	Travancore Coir Mats & Matting Manuf Association
	Mr. Madhavan
	Coir Cluster firm

	51. 
	Coco Palm Products
	Mr. Gorge Varghese
	Coir Cluster firm

	52. 
	Seven Seas Trading Co.
	Mr. S. Ponmambalam
	Coir Cluster firm

	53. 
	Siverstar Cable
	Md. Rafiq
	Coir Cluster firm

	54. 
	TCMMA
	Mr. K.S.G Iyer
	Coir Cluster firm

	55. 
	Charankattu Coir Manuf.
	Mr. N.C. Devaraj M.D
	Coir Cluster firm

	56. 
	Duroflex
	Mrs. Solly Sunoj
	Coir Cluster firm

	57. 
	Duroflex
	Mr. Abraham K.A
	Coir Cluster firm

	58. 
	Indian Coir Exporters Chamber
	Mr.N.A.M Kunju, President
	Coir Cluster firm

	59. 
	Liso Coir Tex
	Mr Francis V. J
	Coir Cluster firm

	60. 
	Matex Carpet
	Mr.  Lalji
	Coir Cluster firm

	61. 
	N.C.J John & Sons
	Mr. John Chacko
	Coir Cluster firm

	62. 
	Venice Coir Consortium
	Mr. Samson
	Coir Cluster firm

	63. 
	Central Coir Mills
	Sony Joseph
	Coir Cluster firm

	64. 
	State Bank of Travancore
	Mr. Balasubramaniam
	Bank

	65. 
	State Bank of Travancore
	Mr. K.P.Sunil
	Bank

	66. 
	State Bank of Travancore
	G Ravi Kumar
	Bank

	67. 
	Federal Bank
	Rajasekharan Nair
	Bank

	68. 
	Cathelic Syrian Bank
	John T V
	Bank

	69. 
	SBT
	Ravikumar
	Bank

	70. 
	Indian Overseas Bank
	Mrs. Mini
	Bank

	71. 
	Union Bank
	TSB Pillai
	Bank

	72. 
	Coir Board
	Mr. Kumararaja, Secretary
	Other

	73. 
	Coir Board
	A.C. Jose, Chairman
	Other

	74. 
	Coir Directorate
	K. R. Muraleedharan
	Other

	75. 
	Coir Directorate
	N.K. Mohanan
	Other

	76. 
	Coir Project
	Puthli Bai
	Other

	77. 
	CSRI
	Sunil Dutt
	Other

	78. 
	Coir Shippers Council
	Mr. K.C. Eapen
	Other

	79. 
	CCRI
	Dr. U.S. Sarma, Director
	Other

	80. 
	COIRFED
	Mr. Sunil, Marketing Manager
	Other

	81. 
	COIRFED
	Mr. Sunil 
	Other

	82. 
	District Industries Centre
	Mr. Abdul Lateef – GM
	Other

	83. 
	President – ACCDS
	Sony Kalyankumar
	Other














BDS Provider Profile: 


Rajan George Consulting





Rajan George has been a marketing consultant for over 20 years. He believes that “when you market, you have to tell stories.” He therefore thinks that the coir cluster is not taking advantage of an opportunity of positioning itself in terms of being a product that comes from Kerala, and linking the product with the state’s rich history and current tourism profile. 


He believes that more can be done to market coir in the Indian market. He thinks that plans to open coir product show rooms in different parts of the country are a good idea, but not enough. He supports a more aggressive approach to marketing in the domestic market, such as developing a network of independent sales agents (much as banks do). 


He sums himself up as: “More than a marketing consultant, I am salesman. If I can’t sell your product, there is something wrong with your product!” 





�


The correct composition of workgroup membership is key to ensuring that it serves a useful purpose. This requires striking a balance between public and private sectors, small and large firms, established and new interests, and the coir and BDS sectors. 


However, all members must be open to considering change and embracing innovation. 








Producer quotes


“The coir sector is not coir alone. When you talk of coir you are actually talking of jute.” – Coir association secretary


“Kerala cries that there is a shortage of fibre. Yet India is exporting fibre” –Mats and Matting exporter


“Strikes are a major problem if you are interested in ‘just-in-time’ manufacturing.” –Mat exporter




















Where is the BDS product?





In developing solutions to address and resolve the coir cluster's competitiveness challenges, the project needs to focus on 2 key elements: 


Is the issue being addressed of critical importance to coir SMEs?


Can a replicable – and profitable – BDS product be developed around this issue? 


Identifying the first is often quite easy. SMEs face many issues on which they would appreciate external support. However, not all issues lend themselves to easy ‘BDS productization,’ whereby a third party can earn a good living developing and selling a service that addresses the issue. 


Some business-critical issues that the coir sector needs fixed may not fulfill the second criteria. This may be the case with one-off interventions, or with services that cannot be delivered in a profitable manner for a BDS provider. If either is the case, they will be considered beyond the scope of the project’s ability to address. (However, the project work group may chose to tackle them).   





BDS Provider Profile: 


Resource Hunters





Resource Hunters is a 5-year old firm of 7 full-time and 22 part-time staff. Their job-placement service accounts for 40% of their business, with 60% coming from their training service.  


They have previously worked with coir businesses (however, only large ones) in staff training, focusing on building formal business etiquette among client-facing staff.





BDS Provider Profile: 


KITCO





KITCO is a public BDS provider that offers a wide range of solutions to both public sector clients and private firms.


Its management consulting arm is predominantly made up of engineers, one of whom was previously seconded for a work assignment to a large coir business.    





BDS Provider Profile: 


Project Solutions





M.V. Babu has been in the finance business for his whole career. Recently retired from the SME banking world, he established Project Solutions 14 months ago with a partner to consult to SMEs.


In his opinion, the coir sector needs to focus on building consortia. This will allow BDS providers to more effectively channel their services to smaller firms. 


Looking back to when he was a banker, he noted that “few consultants could prepare a project report according to the standards of the financial institutions. They didn’t know enough about the institution’s requirements.” 


But when asked whether his bank explicitly laid out what they wanted to see in a project report for a loan application, he stated that they did not.





Definition of BDS 





“All those services which small enterprises in developing countries need to survive and grow, such as training, advice and information.” 


– International Labor Organization





A variety of mats and mattings are woven, and sold across the world  





The fibre is extracted  and spun into yarn 





Coconut husks are separated from the seed





Coir Board Product Standards





The Coir Board states that: “Standards are the key to quality.” Therefore, it has developed in-depth, product-by-product quality prescriptions in partnership with the Bureau of Indian Standards. 





In some cases the standards are quite general, such as: “Mats shall be firmly and evenly woven. Pile tufts shall be well secured and the shearing of the pile shall be uniform and level. Mats may also be supplied without shearing of the pile if so required by the buyer.” 





However, the Board also specifies a number of ‘tolerances’ for main products, which are categorized according to a mix of fibre used, weight, weave, etc. Yet, strict compliance with these rules is only necessary for suppliers to the Coir Board’s own showrooms. For all other clients, such tolerances are to be taken as guidelines, and it is ultimately up to the manufacturer and their buyer to determine the specifics of each product. (Therefore most guidelines are prefaced by the phrase: “Unless otherwise agreed to between the buyer and the seller”). 





There are some compulsory product designations; however, they are simple: the product’s size or dimensions and the manufacturer’s name, initials or trade mark.








Cluster Perceptions of the Domestic Market





“Coir has been degraded in the Indian market. What is sent abroad is beautiful, but that product is not marketed in India.” – Marketing consultant 


“Good quality products are not being sold in India; all that is sold in India is defective quality.” – Mat and matting consortium member





Common descriptions of coir products





“… simplicity and intrinsic strength … complement all styles of décor, from modern minimalism to rustic charm.”


“… minimally elegant and full of texture and personality” 


“… like roots to our past … nature's own handprint” 


“Coir’s many shades of golden illuminate beautifully in sunlight. Its rustic magnificence and stylish country appeal.”




















The newly launched logo for Alleppey Coir’s geographic indication
















































































































































































� Coir Board and “How Coir is Made”, http://www.madehow.com/Volume-6/Coir.html.


� There are two main types of coir fibre: brown coir, from fully ripened coconut husks; strong and resistant to abrasion, it is used in brushes, floor mats, and upholstery padding; white coir, from husks of coconuts harvested just before they ripen; softer and less strong, it is spun into yarn, used for ropes and mats.





� Source: Production unit estimates compiled from: Coir Broad export data (firm-wise); industry estimate of 10,000 units in production; A. Joseph “Diagnostic Study of the Coir Cluster,” SBI, 2002; T. Sarkar (ed.), “Working Together: Cluster Case Studies,” MSME Foundation, 2006. Large firms defined as exports >Rs. 10 Cr. Thicker arrows indicate dominant flow of goods and services; dashed arrows indicate minor/sporadic flows.  





� Share of exports based on value in 2004/05 (data gap for geo-textile exports in 2005/06); growth % from 2001-2006. Data from the Coir Board. 





� CCRI estimates the Alappuzha coir cluster’s domestic sales at Rs. 700 Cr. Industry experts estimate total national coir sales to be at Rs. 1100 Cr. 





� OTF-CP Alappuzha coir cluster survey. 


� Ibid.


� “Performance of Central Coir Research Institute for the Past 50 Years”, Coir Board document. 


� Alappuzha coir cluster survey, July 2007.


� Coir Board and TradeMap data. 


� International Fibre Jourbal, “Brazil Sisal Producers Aim to Recapture Market Share Lost to Synthetic Fibers,” February 2006


� FAO Consultation on Natural Fibres 2007.


� http://www.wholesalecarpets.co.uk/whol_nautralflooring.html. 





� The project may work with the Federation in providing high-level strategy development support and conducting training in association management and service development. To date, the Federation is leaning towards an outsourcing system for delivery of BDS for its members, and has expressed an interest in working with the project to develop their BDS capacity, such as through a sub-contract exchange.  


� Figures on total employment vary from 380K-450K.


� The Hindu, “Coir welfare board moots modernization of industry,” May 2006.


� The impact of environmental concerns on consumer purchase behaviour will be tested through an in-depth market survey. 





� OTF-CP Alappuzha coir survey. This number is considered to be relatively high, and not indicative of general use of BDS. As the Alappuzha coir survey respondent base is increasing, this number has been found to fall.  


� From “Designing BDS as if Markets Matter”, Field, Hitchins, Bear, 2000, DAI/USAID.


� The Alappuzha area is defined to also include Kochi city. This is because Kochi is a key commercial center and only 60 km from Alappuzha (and only 30 km from Cherthala, where the coir cluster is primarily concentrated).


� OTF-CP industry interviews and BDS provider survey, July 2007, n=10.


� From “How Coir is Made”, http://www.madehow.com/Volume-6/Coir.html and A. Joseph,, “Diagnostic Study of the Coir Cluster,” SBI, 2002.  
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