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FOREWORD

Cashew nut was brought to India primarily as a soil conservation crop. Slowly India
realized the commercial relevance of the nut and emerged as the largest producer of
cashew. India plays a major role in the international trade on cashew nuts and kernels.
Orissa holds a strong position in the cashew economy of the country by accounting
for nearly 14 per cent of the area as well as production of cashew nuts in the country.
The cashew sector has immense potential for income and employment generation in
rural and tribal India. Cashew plantations have been used an instrument to reduce
poverty by distributing cashew plantations among the poor households.

The present study makes an in depth analysis of the issues relating to the production,
processing and marketing aspects of the cashew nuts in Orissa with reference to the
primary data collected from Koraput district. It also attempts to put forth suggestions
to overcome the rigidities and inefficiencies associated with the cashew sector in the
state.

Cashew cultivation is a viable plantation crop with net annual income of Rs.11,750/-
and Rs.33,325/- per ha. from the traditional and grafted varieties of cashew plantation
respectively. In Orissa most of the plantations are of seedling origin from unknown
varieties. Commercial plantation of graft varieties is still at a nascent stage in Orissa.
Cashew processing is another prime activity that generates ample income and
employment. The study estimated that one cashew processing unit employs on an
average 389 people everyday and a labour earns between Rs.50 and Rs.70 in a day.
The annual net income of a cashew processing unit was estimated to be around
Rs.39.79 lakh on an average. Jaipur in Koraput district has turned out to be a
commercial hub for the cashew processing in south Orissa.

Cashew is an important foreign exchange earner in the agriculture sector in our
country. As per the estimates, Orissa has the potential to export cashew worth Rs.300
crore in the next five years i.e. 2008-2013. Orissa, which produces around 60
thousand tonnes of raw cashew nuts annually, has the potential to produce more than
double this amount. Ganjam, Khurdha and Koraput districts have the potential to
become major cashew hubs in the coming years.

The advantage of cashew is that the crop provides employment and income to
thousands of rural and tribal poor particularly during the slack agriculture season.
Cashew sector in Orissa however is more of unorganized in nature. A large share of
the plantations is owned by the public sector. Maximum of the existing plantations
have crossed or at the verge of the end of the economic life. Seldom any care is taken
for the plantations. Efforts on development of infrastructure like nurseries, and
extension services in the sector can pursue the cashew growers to accept the cashew
as a commercial plantation crop. Unregulated raw cashew market allows a few traders
take the control of the cashew sector. Often the gap between the farm gate price and
the price the processors pay for the raw materials is pretty wide. A regulation of the
cashew price can control the cashew price. Establishment of ‘Cashew Clusters’
among the processors would facilitate the expansion of market linkage, improvement
of the quality of kernel, and development of a Brand Name of Orissa Cashew. Cluster
approach will encourage the establishment of the other ancillary units like the Cashew
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Nut Shell Liquid extracting units and units producing jam and pickle from the cashew
apples.

I hope this report will be useful for all those concerned with the development of the
cashew sector in the State of Orissa.

S.A. Kareem

Chief General Manger
NABARD

Orissa Regional Office
Bhubaneswar
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BASIC DATA SHEET

SI. No. | Particulars Details
1 Name of the District Koraput
2 Reference Year 2005-06
3 Economics of Cashew Plantation - (per hectare)
Traditional Varieties
A Cost of Plantation (for first three years) Rs.9,195
B Stabilised Gross Income (14" year onwards) Rs.13,500
C Stabilised Net Income per annum Rs.11,750
(from 14" — 30" year)
D FRR 23 %
4 Economics of Cashew Plantation - (per hectare)
Improved Varieties
A Cost of Plantation (for first three years) Rs.19,515
B Stabilised Gross Income (10" year onwards) Rs.37,800
C Stabilised Net Income (from 10"-25" year) Rs.33,325
D FRR 38 %
5 Economics of Cashew Processing
A Investment Cost Rs.54.92 lakh
B Operating Cost (per annum) Rs.386.15 lakh
C Sales Proceeds from Cashew kernel (per annum) Rs.416.79 lakh
D Sales Proceeds from Cashew Nut Shell (per annum) Rs.9.16 lakh
E Total Sales Proceeds (per annum) Rs.425.95 lakh
F Net Income (per annum) Rs.39.79 lakh
G FRR > 147 %
7 Economics of Cashew Nut Shell Liquid
Extraction Unit
A Investment Cost Rs. 95.00 lakh
B Operating Cost Rs. 184.00 lakh
C Gross Income (per annum) Rs. 302.64 lakh
D Net Income (per annum) Rs. 118.64 lakh
E FRR 137 %




foaeT AriT

HN] Th GE-STANT hIOwEl | 3O YEAW € i WEHA ¥ el § al
o= wegol fave # e Wi & B T ¥ gr & 1 fave & e 28
[ B OHN H SARA A W@ ? 1 F Sw ulnem, SmWEvhl qeun wfed
s & faf= &&f # hal g § | HIg kT T SiEAd SR S
500 fRUT Wid BFSI R | H/® < H fARTE TEE wROT W 3@ % s
SARA U GIHAT Bt € | YRA W TEHT A9 giifes oIk enffe med g,

Fhifer 3@ H 0.3 fafeed @ Tord ® qeT wIN TEEHR I W ST 0.3

fufeed ot 1 USIR SUGSY HA@l € | TH &N % N W Th gEg

qen T8 ¢ fF W% AQ HfY WiEem & SNE UK YSH war ¢ foew et
aiffer wqg froe urfor 9 enfeard &5t = nfgemd €

TRd fava ¥ Fed kN B HOH dgT SARE € o fF fava § A &
IAEA HT TH fagr © ot wifue SR wear € | SHeh ofoiel, WRd fave

H TEH I Fod HI§ SARE TH F WY T AT TR FN T wT way
ag1 frafas off @ 1 5@ &3 H af 2005-06 H UEE AnET fAvE & ey
TN & wwEr ofdfed w@ faen fSww st 7 asf ® arEmt woet &
SR HI TGP AT B HT A € | I M@ fIRH T FN R T
I ®Od % &9 4 Afufteif@ fEer mm @

TRA ® HIS 9T, If 2005-06 H 855 TFCA ofH W fegg & | 3@ I &
A H HT HA SARA 573 AR A o SR Wfd R oiigad Scargehn

815 M off | I & |A FN SORH J-9FT AT IARA H IRA & T
Jeadt T, AA-HIA, AFYYTT, AT, HERTE, Hlesh, qHOMTg TH Sifgem

w1 feear 95 wfaea © |

¥ 2005-06 & BN 120 TR TFEW &3 T 78 BAR TH.29 IO & WY

siifeen &1 feomn <91 & |A HI9 SR &4 qAT IARA § 14 UfAwd em |
T H @ ® 9 FFCR USER 860 fwum eft w1 fF s SRm o815 R
yfq TFeR Afgd R WX 9 S oot

xi



AT W A

Ty fafte sterm w1 foqa sEvE offewm @ @ % SARd SRTSTRT
yehfa, ®fedl R oY TSI ewdrel, WHEH, fquuM, qed AeER iR o
gEft-gd Teqstt & Ted faemm w o qen fafa=m wfgar (sEweh) w1 [
1 ®G GEd oA AT |

R U RN

ST & frwd Siifgem & & & 9 UG feu U wgthe qem wwefw
Airel i foeemT W oemeiRa € | Wiefhe e Uh qa-Tiia weeed @
WA ¥ hIS] HURI, ARG, H§ dFH & TTHRE, HIS THEHBI

Fafell, TEEOT e W HE O ael ufgRl o ot fadarstt s @
JEHRT F U el ¥ s T T oo | wafiw oemg ofifewm @
Fge ol # wiesdd o=qUd THAG fFT MU g | HRYE w1 weH, T W

HIS] & SR qAT TEEHOT W THE oMUY & HRO fEAr TRm em | gnelw

3he Bfher (M) faum, av fauvm, sifeen s= fowm fm, sifesm

T e faewm frm, ot @ew fqum, aRdE W©e o, Sohd UM S,

S SUm &g Tonle ¥ U ey U 9 | semeE H o9 2005-06 W
el gg fom o e 1 frwd ufqued qam oviwel & faveww ¥q WA
qiftemeh i deie! SH-3iEd, wiaer foear, foem stedd o fifthe To=eym
H AR TR TR er |

AT F Y@ TRe

BT ST
eq 1954-55 ¥ of wEm faum g sifewn ¥ wF W wEA & w9 H

HIS] TTET HT AR A T o | FeiaR ¥ T U aq faemr qen
sifeen a9 fowm fm swefir a9-9yff & qF&fE Tq ®N-arEE ® OHA @
oY | aifofee TR W oW * faw@ ?g a9 1979-80 H effevm @
fowmE f7m & TG T F HN BHA F OSSN B TH BIAHR Bl
off | oS Sfgenm § i YR & N ScAh § FUT SR fgum S ofh
e faum, o faum iR Senfeel favmn, wRONe d@eUmw S9 o osifewn T

xii



#r9 fowm frm, sifeenm == fowm frm qo st 9 | T ¥ &N
AT BT TR agT fEE @ o frm % Tw @

T % &9 & § M FReAl &1 Wl g geRiuu H YT § |
T R W P TR § R ovEd S Sevm Hfere (weeEf) (6-7
Td), @ H BRI AHR (4-6 UM), T A IAREHA (12-14 I9 F Hared
SRS TR O3-4 fRW) ¥E ¥ 1 W& fF @ Pwm o® wedt det &
FARTT § AR 4 ¥ H @ YR & W g, 10-12 96 & ¥H d% WA
981 ST 6-8 TR ¥ ST ® qUT LE w1 AN Wl (6-8 UH) B B

CHN AFTHI & TWERFT 1| fhem ¥ ufd SFaR ofWitia arffes 3 11750
®IC T | W TREw faum 4 e enfeantaE i TS W@ ¥ SW A wq
a URER e A ThE HIN GFEN # faaw fEEr ®@ 1w R S
fFerdt & ol oM ¥ WRA ®FCIR 33325 ®YU HI Ak F @ Tehdl T |

T Y AENE T W HQud & S fREAr w1y fEmer S @

TH HRO GE B R TH W o= UEan det qei @l qEt@ Ann W
UG T T HUE § |

el e fosfa 7 ¥ TH AVHN aEE WO ® | GO Ugid 9
FJART A & AEA B faca ufarad ® 23 ufavd et Sefe w®
A/ USfd & HEer ¥ 38 Uawd off | A9 T W ®I O HAdl
ool it onueIiRar i SR RYaT ® | kol die i srgafw emgfd & wwROn
I fredi &1 W e i 9 W W R

eHS H HHA] W AMHA G AWE w1 FEET W fF e diem
(drg Wem) ® € e kN BT GUEU qOT YUSRU #X od ¢ | GEshd W
10 9fqer @] @ WY TRl ¥ yHeROmaisl 96 WeW U@ ® | e
#T9 H AGd TeA 30 ®UC Y 48 ®YC UG fRI. & = g € |

|1, RIS FEERIO
o AT WHEHU g I AT @rE 54.92 @@ ®9C o fEd ufn, hered o
Yo qUT W 9 TN h An WA €

xiii



o AT JEEHTOT gfeH Wia o oftead 818 e Y 1 WEERW #X W il
d THEAl TH a9 H e 287 faA @ W W oot | weft yEwer s
T HN H TEHW TG FA USfA (SAEfET BU€) w SR 7

Agq IREmeq @ 386.15 W@ ®YT off | T ke WA HI AN
70 wfaed ¥ oifusk, oW AW (16 Wiaww), fomt #X (4 wfaww) ok et |efi
FgeT ® AN 10 faerd ot |

«fiTt = 34N, Fed H HF 30 U off | Falch= HNMAT Tl T 180
off el ®H @ W fo@t W 270 T WM fF W o | B oER T
dfed ft #1 #md &9 oft | I9k A T8 T % F9 A & T AW H
s fear e on den s #wm oft ewfyre W& em

e JUTHIT THREHT I R foIB! AT 425.95 @@ ®9¢ ot foud @ i &
fomt ¥ W A (¥.416.79 @ME) qAT N HA & fOadt & fowr 9 oww
A (¥.9.16 @M@) IHA o |

e H fadm dawd W O(TEARAR) 147 WfAv@ BM ¥ 9®
foca &1 9 ™ ot |

«UE STTHM T T fF FN WA % UF AT % FEERW Y 312 ®IC H
foct Widhel oI 8T 8@ S SfiEd YEERIO @nTd T 8 Havid € | wfdfed
EdT 35 G HT YULHU FHlh Tk JHGHW TR 503 T & ufErew o
ey eremy it frafq (S-3o) W TEW gl €

cHN] FHERU I UH WU s § FA fh R wEeRw & wy g

(Fgett) fohem ST B 1T WEEROT g 0 gfdafed fEifta wfieet @ eied

T 389 o |

ey H YA & WH Al fud weigdt 55 ®9U oo W o & pfu &
¥ @ Ol ® F FE Sl Aegd § e off |

39 AOgY, dgdX HE-IM@ER, AH-SM T UREed qdl I THEA &
fafgs ofEmem ot ®RU THNS & FESIR dee i #iedl UfHRT &
SHISAl W h1d H & fau deafed fwam |

X1v



ygTRd T &1 10 e & foA # 9. F@ W AR, O, fReel, TR,
foemame™ s sl & e iEl § s W @

e I fafres (@ @ W W@ aEw)  gfe
(FFA & @A § TA dd oA Dl THTE)

T AE HEed g SO T &% gUH a9 # ufafed 16 o we@e
frerer @ et qur gfqad @meE 300 foAt & fau wE W @ ot | @@ 9
dd A H W 19.4 Ffawd@ ot | HwEwa d@ e w1 frawr ara 95
o ®Y off qen oftHd ufEred o Ufdad 109 @@ ®9C e | gfie
foBt oM™ 141.41 @@ ®IC o1 9 @ ™ T T da q @eit w1 fowt
Y U 3 BT €.139.68 @ F ®.1.73 W@ A1 | e & facia ufawd
T 137 gfavd B ¥ ¥ facia w9 ¥ e off |

wrs] ferqur

cFe] K TN MM I F IR ok famaet g fEfm @ oS
Al qur Tfed qde ¥ oMy YEem % s W e Wd ® | WG
TR ke FNEA & TH a9 T w1 Wuw AmfEt & wem ¥ sl ©
| T i g fRuEl ol USRI geeal ol dreft famt @t swmfa W
A R S SIYEl B AMNEl g FgFd TS #RgE qen gge o
Y P THEHH W T I OGS AN TS TS qUT BIINIG,  STRHIUSTT,
TR, #Xd R gifesd ¥ off #] ®d THH B & | TWH ST o
AN TSl & AW G w9 K A oft wd g 1 wRge fel ¥ =mfa 10
MR & U TAd AREH o Wfhd W ¥ e off WY s T’ W
@I o |

eI a1 & JUEHIWT THEAT HI GHEHOT gHAT 20000 fHEA gfmed  qerm
el o7 ofEd Sared 10000 T2 wiaed o | TEE werl fNei 9 o S

Y HE F AEUN H I & FHed ke A B SEHH GUEETE B

e A i G oft oIfk W G keI KN KT AN KW T OFTEH AT 85
I ¥ e T

XV



F &7 F AFET W
HN & AR qel JEEHO FHESHATd <A W oSh WO h AR
% o =muer gurerard U9 #Rar € | hqe fel W geidur srEehelrdl o

U I AT | THHRI BRU AT AT TR wN B US W@ GO w TRed W

TN MW I qen Ufigerd 9rH TR 9fiErt # faaf@ ) few oo g 1 faeh
FAROU & Fq fREE o fawm dw @R, s st & W & fe
@ OURE H AT FR W Y | SR Fg WA o R ow & Ust i T
@ WE H AETIRAT & et |

Jdfch THRIOT THIEAT I g HEAMIG FIA & WII-HYT Fed w9 Fd
% WU ®q WS WM § TRE e Savashdl el ® | o bl ¥ @Efg WO
% UG HEvie ISl ¥ KU WW K Ghd € | SRl gRT AEAT e
TOEHR THE T FEAmTEn siEd wefy WO ®.35.2 @ O | WHERIOT Heisdt
T =EAY T WM YEER % fau wiw e o vder W o e wrivia
ISt & A 9T o Wt ot | UAvY, WHER TRE & SMYfRT X, fawr
qo ol erHAr % SN ¥q SAfANerd ol i SIEveshal gl ® |

Y

eSifeen @ Haw 10 W (Vewmand) € fEe w7 St &9 qw 3wt
g4 U 2§ | IT9 UGS O ol W Sced i diell 31 W
S GHAT TS W JEREU H AT kT wadd 10 Whed @ % 1 gfF HRge
ot % & diepmer € @ sofau ufg Jom wom gERadt TSEr Fer TWer qen
TN ¥ WM W 2 | gHd Uil kg W o ST § fSEs o
FNGE e & WOy T F 3T kAR FIN F OJAREE Hoewufed wofa
S B B

cHNYE e 0 SRR I 30 o g ot ofuss g qen ommd fReRt & @
| T SFTHT R WRER o %W ? 1 3 i Wew fawm g fawfaa
F e § faaia RO W T | oW T wifaw T OEH qun staefuq
ST % SviEsR & fou =g fafad €

TSR sHEdl fafd aRsg e % aEsg ot o fafd aeR W
Fooll T F T T

xvi



« THEHRROT THEAT Tl HeY’ H TWE TEF T SWNEE SNR § TE g
Se AW w onft % fokfam W W TR T 1 w=fu R W@ oS AW %
fokh@ 3 W@ oEER T, UMY FETHM! THEAT 94 AW Y AR H I
it # omgfd At B SRR SO TS qO SFRNEE AR H OASEd T6S
T T TAfdeey die TE Tenfud @ uem €

cFHed HNHA H THEHW, TG ORI wREAA USt % faw wor @t wgd
reTTehar off |

il ¥ hvFHE qA ‘BT TWA F SRl K faked T R W1 w@r oem
1%vg Td, TEE god HaeH dur USRS % guremar gkl ® Sd
fam oty & @ e fEEr S

eHTS MG H TH gd & HIHAGFd BHA € | T@H UM TS & fau
A FAT ISR God k1 T W T | THY SoRyfE qem Hiw|
Jfa # IURE dhE U SWEr fFA S GRAT ¥ | O Tequ € Kl 3Ed
T W, wiikftoafqes qon wEfexor Werft & oy € 1 qenfd wSw #
H T i Werw W T | @ fawm frm o weifaa @ @ & % fawm
% fau #E ww war  F fF o sue uw wd & ff g e wd
AR 1 A 1 i Eerwr fgum, Senfet faumn, e= faum, edfewm
T fawrm frm, (ST %9 o/ Sf®d & Sid 3@ WA % JeTRdo Wi
FEd HW B), & A9 wE GHOF W T 1 @ @HF oM T ® %
fodt w fauam g0 3@ wEA wT AYedA, fREw, gweR qum stiget @
SRV T S |

FRIT

T F FN] A H GER AW T T arEr fiRE % o ®E WA
fau o1 ® % R = wEl ¥ wNE A # wE oW om 1 Ee
AT TH &S H GUR oM 'q o9 WA ot fRw ST wed |

T IR foal & fau orwifad we fREmt % faw demarenstt w1 wemOAr

FH HY H A H GGEAT T Ghdl T |

xvil



fEfg aNR W S W W wE & faw e oest % s dearenstt w6t
TGN hl STl & | Tl & 4 drewTenstt § oo Wred Yurerdr ofeavd

g =fen |

«HS FHAH (WHS) Sl Afed RAE TR W HKA HI9 &3 & 30 Ufae am
¥ Ufyq few o 2, @@ oifewnm # WE g wH daw 10 WAvM & © |
F F Iq FREA & AT ®H %A ¥ gfg ¥ T & w9 Hw SR
ot oSt w faw g

«HNYe Tl # Tt 9 ISR 71494 TFEA, USRI I oA 9000 TEFE,
TH Tl AR e HfT sfummo 19500 TEST B 1 T AW SUNE & S
Hel 100000 BFeR off € F@® W o 30 wiawrd & W kI SWEET @
ST oHwdl ® 1 aq fgum, st faam, gfn wew faam qen eifgen T
w9 fowm o & WeEm W T &E W N IE % T dM &
fau @t e () # O O9E@ ?

framt ®1 gff ¥ fuhdd @I W wE TG SRAX H/T dRAIE ST
% fau grfed w7 H SMEvERAr § 1 oF & W kWA % AU Tq
TIFT o YeuA GRS Tfed qen Uiedifed R ST wWeRdr ®

cHNYS qAT qeadl & & o od Tl S kA, FARR, g " oo
IS SNEH hT Gl €

«FHYe o # Ifcd ffw W ol ®§ § HE THEfE @R TE SR
H WA T R ST ® iR T ‘eriifR &vg’ (S ) HEAT ST Hehdl @
IR B A | 1 W B A 1 B T [ B
SAqfEd hIS] 1 YHITOTG A H1 MEvashdl ¥, o & UdE qon srauda

e § de@ & () i w& |

ofaUUR TR W ST FEm U uegwdi &t qriR ¥ s 9 =y ey
fFamEt #1 w9 @Y & 99R 8 9% | feeeite 9NR ¥ AffAd SR &
a9 TH WU TUMC I WRENed A BN qUT AU &% GEN] HIeSTh
Tt & g o9k It w ST wifew | THY 9 hdd  SAMMIAT  qen

xviii



TEEIh! % THIMYUGR H ded ¥ #eg fiert o fhaml &1 &9 &1 ogaX

g ot foa s |

e TIEHIT TERRAT & FEfa aiErer, Sue ISR gEred 99 ige o #®
TOEHRR ¥ HEA ST H WA % U H SR ® TH AU WEH FH B
TR T T |

TS e H YUEH THEAT ® RS GRETed @l 3 § T@d g RN
et # hIY TR FOEH hl Th ogd oS W ® | T ¥ SRR
JEERURAT TR § A9 W HEud 8M % BRI, §he HI FE] H TH TW
F HerEdl & fAU oW o WM ¥ | UH AeRT H Uk Fol&l H T G
T feEw, aemR @M & f9@R, T o TIfd g e SN @i
Ed § gUR dF § werEar fhert |

cTEY TUEAl GUR SR UM, TR % &% W e uwd faww, Sifaw
YHOTOS  qOT RAE HMeh Wed (STE.UH.ST), ¥eme UAfared e fefewd
FIA @ (WLHHELW) ufear qon TR THEAT B qehArR!  HHATE]
H WTfd wE ®ooft e faert |

¢ 3 TE B FAR Y I FHN THEA SH - HYFR Td fafFes A
THE qOT HNHA ¥ WH, AEN AR K el THEAT S H TG H
Yregred faerm | 39 ArT Sl ISR 9T SIS % SR oft SuoTsy ©l
TR |

Xix



EXECUTIVE SUMMARY

Cashew is a versatile nut. Beginning as a poor man’s crop, it ends up as a rich man’s
favourite snack food all over the world. There are around 28 countries in the world,
scattered around Asiatic zone, African zone and Latin American zone, involved in
production of cashew. The average global productivity of cashew is about 500 kg. /
ha. Location specific reasons facilitate some countries for higher yields as well. The
crop involves wider social and economic significance in India as cashew plantation
engages around 0.3 million people and cashew processing provides employment to
another 0.3 million people in the country. One heartening point about this sector is
that it gives employment in the lean agricultural season and mostly to women from
economically backward strata of rural and tribal belts.

India is the largest producer of raw cashew nuts in the world, accounting for more
than one third of the global production. India is also the largest importer of raw
cashew nuts and the largest exporter of the processed cashew kernel as well. The
cashew sector has received additional impetus after introduction of the National
Horticulture Mission in the country in 2005-06 with an aim to double the production
of horticulture crops in seven years, in which cashew has been identified as a potential
crop.

During 2005-06, the cashew plantation in India occupied 855 thousand hectare of
land. The total production of cashew nuts during the same year was 573 thousand MT
and the average productivity was 815 kg. per hectare. Seven states in Coastal India i.e.
Kerala, Andhra Pradesh, Goa, Maharashtra, Karnataka, Tamil Nadu and Orissa
accounted for around 95 per cent of the area and production of cashew in the country.

With an area of 120 thousand ha. and production of 78 thousand MT during the year
2005-06, Orissa accounted for 14 per cent of both area and production of cashew nuts
in the country. The productivity of cashew nuts in the state at 860 kg. per ha. was
higher than the all India level of 815 kg. per ha during the year.

Objectives of the Study

The broad objective of the Commodity Specific Study was to make an in depth
analysis of the nature of production conditions of cashew nuts in Orissa, rigidities &
inefficiencies connected with it, processing, marketing, price behaviour and other
related aspects of cashew nuts and to suggest recommendations to remove the various
rigidities.

Sample Selection

Inferences are based on the analyses of secondary as well as primary data collected
pertaining to cashew sector in Orissa. Primary data were collected through pre-
designed questionnaires from cashew farmers, cashew traders, leaseholders of cashew

plantations, processors of cashew nuts, labourers working in processing units, and
wholesalers, retailers and importers of cashew nuts. Primary data were collected
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under a field survey in Koraput district in Orissa. Koraput district was purposively
selected for its dominance in production and processing of cashew nut in the State.
The secondary data were collected from the Horticulture Department, Forest
Department, Orissa Forest Development Corporation, Orissa State Cashew
Development Corporation, Soil Conservation Department, State Bank of India, Utkal
Gramya Bank, District Industries Centre, etc. The reference year of the study was
2005-06. Simple statistical techniques such as mean, percentage distribution, growth
indices and graphic presentations were used for analysing the data and arriving at
conclusions.

Major Findings of the Study
I. Cashew Plantation

* In Orissa cashew plantation started by the Soil Conservation Department in 1954-
55 mainly as a cover crop. Later on, the State Forest Department and Orissa Forest
Development Corporation were involved in the cashew plantation for
rehabilitation of degraded forestlands. The establishment of Orissa State Cashew
Development Corporation in 1979-80 for development of cashew on commercial
basis was a major niche in the history of cashew crop in Orissa. Now there are
three sets of cashew growers in Orissa, i.e. Govt. Departments like Soil
Conservation Department, Forest Department and Horticulture Department;
Corporate bodies like Orissa State Cashew Development Corporation, Orissa
Forest Development Corporation, and individual farmers. A major portion of
cashew plantations in the state are with the Cashew Development Corporation.

* The plantation through the seedlings of unknown varieties predominate the
cashew area in the state. Such plantations are featured with high gestation period
(6-7 years), small sized nuts (4-6 gm) and low yield (3-4 kg on peak yield at 12 —
14 years). On the other hand, plantations through grafts of improved varieties start
production at the age of 4 years, reaches its peak production of 6 — 8 kg. per tree
at 10-12 years and nuts are of large size (6-8).

* One hectare of cashew plantation of traditional unknown varieties reaps an
estimated annual income of Rs.11,750. The Soil Conservation Department thus
distributed cashew plantations of around two acres each to the poor tribal
households to lift them above Poverty Line.

* The improved varieties of graft plantation of cashew nuts can yield a net annual
income of Rs.Rs.33,325 for one hectare of plantations. Despite this advantage
improved varieties are seldom adopted in the state because of non availability of
adequate and quality grafts.

e (Cashew nuts is a financially viable plantation crop. The Financial Rate of Return
in case of the plantation by traditional method was 23 per cent and in case of the
improved / grafted method was 38 per cent. This clearly indicates the profitability
of grafted varieties. Improved varieties are picking up slowly owing to inadequate
supply of grafts.
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e The large traders who collect and stock the raw nuts during the harvest season
mostly control cashew price. Hardly ten per cent of the cashew reaches directly to
the processors from the growers. The average price of the raw cashew nuts varied
between Rs.30 and Rs.48 per kg.

II. Cashew Processing

* The average investment cost of the sample processing units was about Rs.54.92
lakh, which includes cost of land, cost of factory and building, and cost of plants
and machinery.

* The sample processing units were processing on an average 818 MT per annum.
The units run about 287 days in a year. All the processing units adopt boiling
method for processing the nuts.

* The average operating cost amounted to Rs.386.15 lakh, of which the cost of raw
materials was more than 70 per cent, cost of labour (16 per cent), sales tax (4 per
cent) and the other items taken together 10 per cent.

* The yield of kernel was 30 per cent of raw nuts. The best quality of cashew kernel
produced was WW 180 and was sold at Rs.270 per kg at the farm gate. The
smaller size and broken pieces fetched lower price. Interestingly, each and every
part of cashew nuts were sold and there was no waste as such.

e The total sales proceeds of the processing unit was Rs.425.95 lakh, which
comprised of proceeds from sale of cashew kernel (Rs.416.79 lakh) and proceeds
from the sale of cashew nut shells (Rs.9.16 lakh).

* The FRR of the unit was estimated at more than 147 per cent making the unit
financially viable.

* It was estimated that processing one bag of cashew nut yields a net return of
Rs.312, which is 8 per cent of the average processing cost. With an average
processing of 35 bags in a day a processing unit can break even in 503 days of
operation.

* (Cashew processing is highly labour intensive since the processing work is mostly
done manually. The average number of labour employed in one processing unit
was 389 everyday.

e The average labour wage of Rs.55 per day was higher than the wage paid to the
agricultural labour in the district. The higher wage, better working atmosphere, to
and fro transportation and regular operation of the units encouraged the female
labour from the weaker strata of the society to work in these units.

* The processed cashew kernels are packed in tins of 10 kg. and sold to traders in
Nagpur, Pune, Delhi, Raipur, Vishakhapatnam, etc.
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Cashew Nut Shell Liquid (CNSL) Oil unit

The only CNSL unit in its first year was shelling 16 tonnes of cashew shells every
day and working for about 300 days per annum. The extraction of oil from the
shell stood around 19.4 per cent. The investment cost of the CNSL oil unit was
Rs.95 lakh and the annual average operating cost was Rs.109 lakh. The total sales
proceeds of the unit were Rs.141.41 lakh, which comprised of proceeds from sale
of CNSL oil (Rs.139.68 lakh) and proceeds from the sale of cake (Rs.1.73 lakh).
The FRR of the unit was estimated at 137 per cent making the unit a viable one.

Cashew Marketing

The market for both the raw cashew as well as cashew kernel is controlled by
wholesalers who center around the supply chain in a coordinated and organized
fashion. The processing units procure major portion of raw cashew nuts through
the traders. The farmers are not allowed to sell directly to the processing units by
these traders. The agents employed by large traders or the petty traders collect
nuts from the farmers in Koraput and neighbouring districts. The large traders also
collect cashew nuts from neighbouring states like Chattisgarh, Andhra Pradesh,
Maharashtra, Kerala and Pondicherry. Apart from, they also import cashew nuts
through their agents. In Koraput district, even though 10 traders were having
import license, no one was importing directly.

The processing units in Koraput district have a processing capacity of 20,000 MT
per annum and the average production in the district was 1,000 MT per annum.
This leaves the scope for procuring raw nuts from neighboring districts, other
states like Andhra Pradesh, Maharashtra, etc; and also through import of raw nuts.

India imports raw cashew nuts from more than 20 countries, out of which, Ivory
Coast, Guinea Bisseu, Mozambique, Tanzania, Indonesia and Benin supply almost
85 per cent. Almost all of the entire import comes through the Tuticorin and
Cochin ports.

V. Banking Aspects in Cashew Sector

The cashew sector offers wider potential for deployment of bank credit both in the
plantation and processing activities. In Koraput district, the bank credit for
plantation activities was nil as the cashew trees were planted under initiatives of
the Govt. Departments and mature plantations were distributed among the poor
households. Under individual plantations, the farmers were planting the seedlings
with out much of land development work and application of manure, fertilizers,
etc. The farmers believed that cashew trees did not require any maintenance.

The processing units on the other hand require huge amount of funds for
establishment of the units as well as procure raw nuts. They avail both term loans
as well as working capital from the banks. The average Term Loan by banks to
sample cashew processing units was Rs.35.2 lakh. The processors maintain the
stock of cashew sufficient for processing for at least three months, thus there is
demand for working capital by the processing units. Further, expansion,
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modernization and the full capacity utilization of the processing units require
additional capital.

Constraints

* There are only 10 nurseries in Orissa, out of which 7 are in private sector and 3
are in public sector. The capacity of these nurseries to produce quality grafts of
cashew is only about 10 per cent of the demand for plantation in the state. Since
there is no nursery in Koraput district, the seedlings and grafts are procured from
far off states like Goa and Maharashtra. This increases the rate of mortality for
which plantation of improved cashew grafts is not taking off in Koraput district as
well as in the state.

* Most of the plantations in Koraput district are older than 30 years and of unknown
variety. Yield of such plantations is very low. These gardens were developed by
the Soil Conservation Department and distributed among the poor. The owners are
now apprehensive about rejuvenation of these old and depleted plantations.

* The export market has not yet been tapped by the processing units eventhough one
unit has already obtained the export license.

* The processing units have not yet been able to develop a common brand name in
the national and international market in the line of ‘Palasa Cashew’ although there
is scope for developing the same. However, the units supply the cashew kernel to
the market with their own brand name. But this does not lead to the establishment
of areputed brand to have a stronghold in the national and international market.

e There was huge requirement for credit, especially, the working capital for
processing of raw cashew nuts.

» The exploitation of by products of cashew nut and apple, etc. were not undertaken
in the district. The cashew apple, which has value added and employment, income
generating potential, is being thrown out without any processing.

e (Cashew is a potential crop in Orissa. It has immense potential for income and
employment generation in rural areas. It can productively use the wastelands and
marginal lands. Above all, the crop has soil conservation, ecological and
environmental benefits. However, there is not a single patron to the crop in the
State. Cashew Development Corporation has its own area and plans for auction
and income generation seldom looking forward for the development of the sector.
There is little coordination among the Soil Conservation Department, Horticulture
Department, Forest Department and Orissa Forest Development Corporation who
take up plantation of the golden crop under some or other programmes. It is high
time that the crop should be monitored, regulated, promoted and statistics are
maintained under direct supervision of a single Department.
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Strategies

* Several initiatives have been undertaken under the National Horticulture Mission
to improve the cashew sector in the state and Koraput district has been in the
forefront of the initiatives. Apart from that, other interventions can be made to
improve the sector.

e The area under cashew can be increased by establishing nurseries to accommodate
the nucleus material of variety of cashew recommended for the state and also the
districts.

* Small nurseries in the private sector need to be established for catering to the
export market. Nurseries do have bankable potential in the district.

* Since cashew grafts are planted in only 30 per cent of the area under cashew at
the all India level and the same in Orissa being very low at only 10 per cent,
cashew sector in the state will grow stronger on increasing the area under
improved varieties of cashew plants.

» Koraput district has the culturable waste area of 71,494 ha., degraded forest land
01 9,000 ha. and shifting cultivation and other agricultural encroachment of 19,500
ha. The total land under these three heads amounts to one lakh ha., of which,
around 30 per cent can be brought under cashew plantations. Govt. initiatives
through the Forest Department, Horticulture Department, Soil Conservation
Department and Orissa State Cashew Development Corporation are warranted to
bring this area under cashew plantation.

e The farmers need to be encouraged to adopt better farming technique to get
maximum benefit out of the land. The Joint Forest Management Groups may be
formed and encouraged to plant cashew nuts in the forest areas.

* Apart from the coastal belt and also the Koraput district, some other districts like
Dhenkanal, Keonjhar, Sundargarh offer potential for cashew plantation.

* The cashew nuts produced in Koraput district, do not use any chemical fertilizer
and pesticides and can be considered as ‘Organic Cashew’. There is demand for
organic cashew in the national and international market. The cashew kernel
produced in the district need to be certified so as to fetch better price in the
national as well as international markets.

* Involvement of large number of intermediaries in the marketing stage need to be
avoided and farmers should have direct access to the cashew market. A collection
system from hinterland market to terminal market has to be encouraged and bulk
quantity should be sold through public auction after standardization. This will not
only break the monopoly of the traders and leaseholders but also offer better price
for the cashew plantation owners.
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In view of the huge employment potential and the regular operation of the cashew
processing units and greater demand for working capital for processing in Koraput
district, the banks have better avenues for lending.

There is a very good scope for the establishment of Cashew Processing Cluster in
Koraput district in view of successful operation of a large number of units. A
majority of processors belong to one clan and come to the rescue of one another at
the time of crises. A development of a cluster in such an environment may
facilitate control over price fluctuation, expand market linkage, establish brand
name and improvement of quality of kernels. It may also facilitate in Research and
Development in the field of quality analysis and packaging, processing, organic
certificate and the Indian Standard Organisation (ISO) / Hazard Analysis and
Critical Control Point (HACCP) procedure and training the technical staff of the
processing units.

Such a cluster will also encourage the establishment of the other ancillary units
like the Cashew Nut Shell Liquid extracting units and units producing jam and
pickle from the cashew apples, etc. These will provide both the employment
opportunities to the people and generate income.
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CHAPTER-I

CASHEW : THE GOLDEN CROP

The Cashew tree is a native of Brazil in South America. The term ‘cashew’ has originated
from the Brazillian word 'acaju'. It became 'caju' in Portuguese, 'cashew' in English, 'cajuil' in
Spanish and 'acajou’ or 'darcassou' in French. From Brazil the species came to South Africa.
Madagascar, Mozambique, Indonesia, West Indies and India.

1.2 In India, the Portuguese traders during the 16™ century first introduced cashew as an
anti-soil erosion measure to the Malbar Coast. The attributes of the tree made it suitable and
popular throughout the southern part of the country in the subsequent years. Cashew
plantations have been raised widely from Goa on the West coast to Mahanadi delta on the
East Coast in Orissa. It is named as Kappamavukum, Kasumavu and Parangimavu in Kerala;
Andimaram, Mundiri in Tamil Nadu; Jeedi Mamidi, Muntha Mamidi in Andhra Pradesh;
Kaju, Cashew in Maharashtra; and Kaju, Caju in Goa. In different parts of Orissa cashew is
known as Lanka Amba, Lanka Bhalia, Bhalia, Kaju and Veluan Amba.

The Cashew Tree

1.3 The cashew tree belongs to the genus Anacardium Linn. Carl Linnaeus, the Swedish
botanist placed it under the family Anacardiaceae and coined its botanical name as
'Anacardium Occidentale L'. This family of the tropics and subtropics is composed of about
60 genera and 400 species of trees and shrubs with resinous bark bearing alternative leaves.
The cashew tree is a fast growing and low spreading evergreen tree with a height of 10 to 15
metres. Its stem is erect and often tortuous. It grows in symmetrical, conical and umbrella
shaped canopy, depending upon the growing conditions. The plant usually branches close to
the ground and the low lying branches generally tend to trail. The tree normally has a wide
canopy cover. Its leaves are alternate, simple, smooth, obovate, rounded, relatively thick,
pale-green in colour and often notched at the apex. The leaves are tapering at the base and
have short petioles of 1 to 2 cm long and are commonly crowded at the end of the branches.
Its leaf size varies from 6 to 24 cm in length and 4 to 15 cm in width having about 20 pairs of
prominent reticulated veins. Cashew is mainly propagated by seed. The plants, which are
raised by seed, develop both lateral roots and taproots. The wood that cashew plant produces
is moderately soft and light having density of 0.50. It looks reddish-yellow in colour and
mostly used as fuel wood.

1.4 The cashew trees bear flowers throughout the year. However, panicles bearing both
male and hermaphrodite flowers are only produced during the major flushing period
according to the seasonal periodicity of the climate. Cashew flowers are small, whitish-green
or red in colour and sweet scented. The ratio of bisexual to male flowers is generally six to
one. In cashew tree female flowers have also been observed. It is observed that even one year
old cashew plants bear flowering. Generally the tree starts flowering after two years and
regular cropping starts after five years. The trees yield good crops for about 30 to 35 years,
after which they begin to decline. It is stated that the tree substantially does not grow after 40-
50 years. The flowering starts during dry season. The wind and insects facilitate pollination
of cashew.



The Cashew Apple

1.5 The cashew apple, often mistaken for
fruit, is, in fact, the swollen stalk. It is the
pseudo fruit of the tree, to which the nut or
the real fruit is attached. The peduncle is |
unique in several ways. Yellow and reddish- |
yellow are the common colours of the ripe =
cashew apple. It is fleshy, juicy and has a
pear-shaped appearance. The apple is sweet
but astringent and is rapid microbial spoilage
in nature. It is 10 to 20 cm in length and 4 to
8 cm in width and weighs on an average 75
grams. Usually, the cashew apple is, about 10
times the weight of the nut.

The Cashew Nut

1.6  The cashew nut is kidney-
shaped and greyish-coloured. It
dangles to the apex of the cashew
apple. The nut measures about 3 to
5 cm in length and 2.0 to 3.5 cm in
width. It has two shells, which is
about 2-3 mm thick. The outer shell
is smooth, thin and of olive-green
colour until it matures. The inner
shell is harder and is cracked like Laminating Resins
the shell of other nuts. The two St

Rubber Compounding Resins
layers are separated by a honey- {,undry chemicals
comb like structure and that
contains a viscous liquid, which is reddish-brown in colour and has a blistering effect on the
skin. The inner shell encloses a slightly curved white kernel, covered by a thin reddish-brown
skin known as cashew testa. The cashew kernel is edible and comprises approximately 20-
30% of the whole nut. The tender nut reaches its maximum size, in about four weeks. The
peduncle starts swelling after the nut attains its full development. Both the cashew apple and
the nut ripen in two to three months. The entire fruit falls when it is fully ripe.

The Cashew Lacquer

Insulating Varnishes

Electrical Conductors Windings

Epoxy Resins
Cashew Cements

Nature of the Crop

1.7 In India, cashew has been accepted as a high value plantation crop though it was
introduced as a tree crop for soil conservation. Area as well as production of cashew in the
country is steadily increasing. The cosmopolitan habit of cashew adapts itself to a very wide
range of ecological conditions. It is a drought resistant plant, thriving under a variety of soil
and climatic conditions. But it is very sensitive to frost and extreme cold. Usually, high
temperature and too much of rain affects the fruiting of the trees. Cashew can be grown in all
types of soil, from the sandy seacoast to laterite hill slopes, up to an elevation of 700 m above
sea level. It grows in areas where the rainfall is 600 mm and above. Temperature is very
important for good growth of cashew. The best crops of cashew have been reported from
areas with maximum temperature of 35°C, However, the optimum range for cashew is 24°C



to 29°C. Pure sandy soils to sandy loam, laterite soil, deep loam and red latosoils are the best
soils for cashew crop. It cannot flourish in bad drainage, water logged lands. It abhors to
alkaline soils. It comes to bearing faster in red sandy loams and light coastal sands.

1.8 The lateral root system makes the cashew plant a good soil binder. Its tap-root
penetrates deep into the soil and enables the plant to thrive soon and conserve the soil. The
cashew crop is effective in stabilising sand dunes. The profuse litter fall of the plant
facilitates improvement of the fertility of the soil.

Pests and Diseases

1.9  Cashew like other crops is attacked by pests and diseases during different stages of
development. The crop is ravaged by 196 arthropod pests. The stem and root borer
(Plocaederus ferrugineus L.), tea mosquito (Helopeltis antonil S.), leaf and blossom webber
(Macalla moncusallis Walker) and shoot-tip caterpillar (Cheleria hebgramma M.) are some
of the pests that attack cashew plants. The most important and most damaging among them
are the stem and root borer and the tea mosquito that are capable of killing the tree outright.
The cashew plantations also suffer from a few diseases. Die-back or pink disease, drying up
of shoot and inflorescence, apple rot, leaf spot and seedling blight are some of the important
diseases which attack cashew tree. The intensity of damage caused by pests in comparison to
diseases is very high in cashew.

Economic Uses of Cashew

Cashew Tree

1.10  The properties of the cashew tree make it ecologically and economically significant. It
is a good soil binder and has wide canopy cover. It is drought-resistant and suitable to a wide
range of edaphic condition. The dried tree though do not have any timber value due to its
softness, it forms a quality fuelwood.

Cashew Kernel

1.11  Cashew kernel is the main commercial product of the plant. It is popular as a dry fruit
and has a delicious and delightful taste. From kernel, cashew milk and curd are prepared.
Cashew kernels are used as an ingredient in Chocolates, biscuits, cakes and sweets. In the
cashew growing areas the green kernels are used in the preparation of curries. The kernel is a
nutritive and valuable food. It contains magnesium, phosphorus, protein, iron and vitamin-A.
Cashew kernel can be taken for loss of appetite, general depression, nervous weakness,
scurvy, anaemia, urinary, liver disorders and diabetes. It is also taken to check infant
mortality. Cashews have a lower fat content than most other nuts. Approximately three-fourth
of their fat is unsaturated fatty acids. About 75 per cent of this unsaturated fatty acid content
is heart-healthy monounsaturated oleic acid. Studies show that oleic acid promotes good
cardiovascular health, even in individuals with diabetes. Studies of diabetic patients show that
monounsaturated fat, when added to a low-fat diet, can help to reduce high triglyceride
levels. Triglycerides are a form in which fats are carried in the blood, and high triglyceride
levels are associated with an increased risk for heart disease, so ensuring you have some
monounsaturated fats in your diet by enjoying cashews is a good idea, especially for persons
with diabetes. The nutrient profile of Cashew is given in Annexure 1.1.

Cashew Nut Shell Liquid



1.12  Cashew Nut Shell Liquid (CNSL) is another important economic product of the plant,
which is extracted from the shell of the raw nut. It is a rich source of phenol and has
numerous industrial applications. It is used in preparation of wood preservatives, type writer
rolls, drying enamels, water-proof coating for cement and brick flooring, oil soluble dyes
used in hair oils and linoleum cloth, in manufacture of printing inks, paints, varnishes,
bakelite and plastics. It is used in smearing native canoes and boats to facilitate easy gliding
over water and to make wood, waterproof. Usually the fishermen rub the net with the oil to
make the net strings strong. Like cashew kernel, the CNSL is also used as medicine. It is
applied in healing certain kinds of leprosy and cracks of the feet. The liquid is sprayed with
kerosene or high speed diesel as an anti-mosquito measure.

Cashew Apple

1.13  Cashew apple, the false fruit of the plant, has a fibrous flesh and is full of juice. It
possesses an exotic flavour with fine and pleasing aroma. The juice of cashew apple is a
valuable source of sugar, minerals and vitamins. The vitamin-C it contains is five times as
much as in the citrus fruits. Palatable drinks like juice, squash and fenni and various food
products such as candy, pickle, jam, chutney and syrup are prepared from cashew apple.
Cashew juice has medicinal and alcoholic properties. It is taken for the ailments like
diarrhoea, dysentery, cholera and post-natal treatment of women and as an anaesthetic in
leprosy and as a blister in warts, corns and ulcers. The cashew apple residue after juice
extraction is utilised as cattle feed after drying.

Cashew Leaves

1.14  Cashew leaves have medicinal value. Young leaves are used for flavouring rice and.
Dry leaves are useful as domestic fuel. Green manure and compost are prepared from
decomposed cashew leaves.

Cashew Gum

1.15 The sap of the cashew tree is useful in preparing indelible ink. The gum, popularly
known as 'Cashew gum' is used in book binding and in tanning industries. The root of the tree
is considered as an excellent purgative. The different parts of the cashew tree have numerous
economic uses, which have been summarised in Table 1.1.

1.16 Cashew is an important commercial crop in India. Since it is a versatile nut with no
cholesterol, its potential for exports is very high. It is, in fact, a poor men’s crop but the
favourite snack of the rich all over the world. Though cashew is indigenous to Brazil, it was
India, which nourished this crop and made it a commodity of international trade and acclaim.
India is among the largest producers, processors, exporters and consumers of cashew in the
world.

Table 1.1 : Uses of Different Parts of the Cashew Plant

SI. | Part of Product (s) prepared Use (s)
No. | the tree
1 Root -- Excellent purgative.
2 Wood Charcoal, tool handles | Fuel and packing materials.
3 Bark -- Dyeing fishing nets.
4 Sap -- Preparation of indelible ink and gum for
book binding.
5 Leaves -- Flavouring rice, fuel, green manure and




as medicine.

Apple

Fenni, syrup, jams,
jellies and chutny.

Juice taken for diarrhoea, dysentery,
cholera and as an anesthetic in leprosy.
Cashew apple residues (after extraction
of juice) used as cattle feed.

CN.S.L

Phenol

Waterproof coating for cement and brick
flooring, preparation of printing inks and
varnishes, smearing native canoes and
having medicinal uses.

Testa

Used in leather industry and as poultry
feed.

Kernel

Cashew milk and
cashew curd

Used against loss of appetite, general
depression, scurvy, anaemia, diabetes, to
check infant mortality and preparation of
curries. It is used raw, roasted, fried and
salted.




CHAPTER - 11

AREA, PRODUCTION AND YIELD OF CASHEW NUTS

Cashew plantations in India occupied 855 thousand hectares of land as on 2005-06 and
produced 573 thousand tons of raw cashew nuts with an average productivity of just 815 kg
per hectare. In India, cashew is grown mostly in Southern States. The six states in Southern
part of India i.e. Kerala, Karnataka, Maharashtra, Tamil Nadu and Andhra Pradesh occupy
more than three fourth of the area under cashew plantation in the country. Cashew is
cultivated to some extent in Chhatisgarh and North-Eastern States like Assam, Manipur,
Tripura, Meghalaya, Nagaland and in Andaman Nicobar Islands. Area, Production and yield
of cashew nuts across states in India between 1993-94 and 2005-06 is given in Annexure 2.1.
Area under cashew plantations in India has steadily increased over the years from 565
thousand hectares in 1993-94 to 855 thousand hectares in 2005-06 (Table 2.1).

Table 2.1: State-wise Area under Cashew Cultivation in India
(Area in ‘000 Ha)

Year/ Kerala |Karnata| Goa | Maha-| Tamil | Andhra | Orissa | West |Others (Toral

Sta ka rashtra| Nadu |Pradesh Bengal

te

1993-94 156 75 46 51 97 72 60 7 1 565
1994-95 156 75 48 58 97 73 61 7 2 577
1995-96 119 84 50 67 77 118 102 9 10 635
1996-97 119 85 51 80 79 121 105 9 10 659
1997-98 120 87 52 104 80 121 109 9 16 701
1998-99 122 89 53 119 83 101 114 9 16 706
1999-00 122 91 54 121 85 103 84 9 17 686
2000-01 100 91 55 121 86 130 90 8 19 700
2001-02 100 90 55 143 90 135 110 9 18 750
2002-03 100 92 55 148 92 136 120 9 18 770
2003-04 101 94 55 148 95 136 124 9 18 780
2004-05 102 95 55 160 105 150 126 9 18 820
2005-06 98 100 55 160 121 170 120 10 21 855
G (-37) 33 20 214 25 136 100 43 - 51

G = Percentage Growth between 1993-94 and 2005-06.
Source : WWW.cashewindia.org

2.2 Area under Cashew in all cashew growing states in India but Kerala has steadily
increased during past a few years. Kerala was the leading state in growing cashew. However,
the old cashew plantations were replaced with other high value plantation crops like rubber,
coffee, pepper, etc. The increase in area under cashew was fast in Maharashtra. From 51
thousand hectares in 1993-94 it increased to 160 thousand hectares in 2005-06 (320 per cent).
The growth was 236 per cent in Andhra Pradesh and 200 per cent in Orissa during the same
period. Government interventions for plantations in wastelands, watershed areas and subsidy
support for private plantations were the major reasons for increased area under cashew
plantations in these states.
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2.3 Figure 2.1 portrays the share of

area under cashew plantations of major
cashew growing states in India during 2005-
06. In terms of area under cashew, Orissa with
120 thousand hectare (14 per cent) stood

Figure 2.1 : Area under Cashew
Plantations in India (2005-06)
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fourth in the country after Andhra Pradesh, Kzr/;a Przald o, "
Maharashtra and Tamil Nadu. Andhra Pradesh 1%

was having maximum cashew area (21%) of Maharashtra
the country. Share of Kerala reduced from 28 Karlnza;fka 19%
per cent in 1993-94 to only 11 per cent in

2005-06. With 100 thousand hectares, Orissa Tamil Nadu

Karnataka has 12 per cent of country’s 1 14%

cashew area. Goa, known for its cashew and
fenni holds 6 per cent of India’s cashew area.

2.4 Production of cashew nuts broadly depends on cashew area, with a little variation
according to the yield rate, area under fruit bearing trees, age of plantations and breed of
plantations. The Cashew Development Board, the Cashew Export Promotion Council and the
Agricultural Universities across the states have been continuously intervening for the
development of high yielding varieties of seeds, grafts and planting systems for augmenting
the production of quality cashew nuts in our country. Cashew nuts production increased
steadily from 348 thousand metric tons in 1993-94 to 573 thousand tons in 2005-06 (Table
2.2) with intermittent variations on a couple of occasions. Rainfall and hailstorms during the
flowering stage i.e. between January and March, which is common in Indian coastal belt,
affect the production of cashew nuts. As discernible from the pie chart in Figure 2.2,
Maharashtra was the largest producer of cashew nuts among Indian states and accounted for
31 per cent of cashew nuts produced in India followed by Andhra with 15 per cent and Orissa
with 14 per cent during 2005-06.

Table 2.2: Production of Cashew nuts in India

Year l)‘l(;(:)((i)ul\c/lt,ll? n Figure 2.2 : Production of Cashew nuts in

( ) India (2005-06)

1993-94 348
Others
1994-95 322 30
1995-96 418 West Bengal
1996-97 430 2% Kerala
1997-98 360 . 0
Orissa 12%

1998-99 460 14% Karnataks
1999-00 520 Andhra Goa
2000-01 450 Pradesh °
2001-02 470 15%
2002-03 500 Tamil Nadu Maharashtra
2003-04 535 10% 31%
2004-05 544
2005-06 573

Source : WWW.cashewindia.org



2.5 Cashew production in India over the years has increased in all the states but Kerala.
As can be seen from Table 2.3, Cashew production in Kerala, as a result of fall in area under
cashew plantations, reduced drastically from 140 thousand tons in 1993-94 to only 67
thousand tons. Maharashtra, on the contrary, has shown astonishing increase in production,
from only 47 thousand tons in 1993-94 to 183 thousand tons (389 per cent) in 2005-06.
Increase in area as well as productivity has resulted in this growth in cashew production in
Maharashtra. New plantations and plantations of improved varieties with better yield rate,
accounted for the increase in cashew nuts production in Maharashtra. In Orissa too cashew
nuts production has increased from 43 thousand tons in 1993-94 to 78 thousand tons in 2005-
06 (81 per cent).

Table 2.3: State-wise Cashew Production in India

‘000 Metric Tons)
STATE | Kerala |Karnata] Goa |Maharas] Tamil | Andhra| Orissa | West | Others |[TOTAL
ka htra Nadu |Pradesh Bengal
1993-94| 140 32 16 47 19 47 43 4 0 348
1994-95| 119 26 17 38 22 59 37 3 0 322
1995-96 | 140 38 18 69 31 72 43 7 1 418
1996-97| 134 52 20 80 30 60 40 6 8 430
1997-98 | 100 35 25 60 30 50 45 6 9 360
1998-99 | 130 40 20 85 35 80 50 8 12 460
1999-00| 100 60 30 125 45 100 40 8 12 520
2000-01 76 42 25 98 59 75 59 6 10 450
2001-02 87 40 30 103 46 86 59 7 12 470
2002-03 90 40 30 110 50 90 70 8 12 500
2003-04 95 46 32 120 51 95 71 9 16 535
2004-05 64 43 26 174 53 88 74 8 14 544
2005-06 67 45 27 183 56 92 78 10 15 573
G (-52) 41 69 289 195 96 81 150 - 65

G = Percentage of Growth between 1993-94 and 2005-06.
Source : WWW.cashewindia.org

2.6 The yield of Cashew nuts in India was 815 kg. / ha in 2005-06. As can be seen from
Figure 2.3, it varied across the states with the maximum in Maharashtra at 1300 kg per
hectare followed by West Bengal (950 kg/ha), Kerala (900 kg/ha), Andhra Pradesh (880
kg/ha) and Orissa (860 kg/ha). The average yield in small producers also was high at 960 kg.
The yield of cashew nuts depends on the age of plantations, variety of plants, maintenance of
plantations, soil conditions and agro-climatic conditions. Further, the yield of plants shows an
inverted ‘U’ trend indicating lower yield rate at early and late stages of the life of the tree.
The yield in grafted variety of plants is more in comparison to seedling varieties. The
seedling varieties bear fruits up to forty years with peak producing years ranging between 10
and 30 years while the grafted varieties bear fruits up to 30 years with peak producing period
ranging between 10 and 25 years.
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Figure 2.3 : Yield of Cashew Nuts in Various States of India (2005-06)
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2.7  Depending mostly on the climatic factors, the yield of cashew nuts also varied over
the years. The average yield in India recorded an increase from 694 kg/ha in 1993-94 to 815
kg/ha in 2005-06, reaching the peak of 900kg/ha in 1999-2000. Hailstorms and cyclones
during the fruiting stage reduce the yield of cashew nuts. Table 2.4 gives an account of yield
of cashew nuts of various states during 1993-94 and 2005-06.

Table 2. 4 : State-wise Yield of Cashew Nuts

(KG per ha.)
State | Kerala |[Karnata| Goa | Maha- | Tamil |Andhra| Orissa | West | Others | Total
ka rashtra| Nadu |Pradesh Bengal

1993-94| 925 | 500 | 370 | 1246 | 203 | 723 | 812 | 596 | 299 | 694
1994-95| 781 | 400 | 390 | 1100 | 232 | 880 | 679 | 490 | 250 | 631
1995-96| 1000 | 550 | 410 | 1440 | 330 | 1000 | 720 | 870 | 560 [ 720
1996-97| 1140 | 690 | 430 | 1570 | 390 | 830 | 670 | 870 | 870 | 835
1997-98| 850 | 460 | 530 | 1500 | 390 | 690 | 750 | 860 | 610 [ 740
1998-99] 1100 | 500 | 420 | 1500 | 460 | 800 | 750 | 890 | 860 | 800
1999-00] 850 | 700 | 610 | 1470 | 540 | 1100 | 670 | 900 | 800 [ 900
2000-01] 765 | 500 | 500 | 1050 | 750 | 650 | 700 | 900 | 750 [ 710
2001-02| 870 | 470 | 590 | 880 | 570 | 720 | 570 | 780 | 760 | 710
2002-03] 890 | 470 | 660 | 1000 | 570 | 740 | 810 | 890 | 760 [ 760
2003-04| 890 | 500 | 690 | 1100 | 600 | 750 | 850 | 760 | 790 | 800
2004-05] 900 | 680 | 660 | 1200 | 610 | 840 | 810 | 800 | 800 [ 810

2005-06| 900 700 690 | 1300 | 640 880 860 950 940 815
G (-3) 40 86 4 215 22 6 59 214 17

G = Percentage Growth between 1993-94 to 2005-06.

Source : WWW.cashewindia.org
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Pricing Trends of Raw Cashew Nuts in different States

2.8 The price of raw cashew nuts in wholesale market was varying across region and over
years. During 1998-99 and 1999-2000, it remained at the peak in almost all the states except
Orissa (Table 2.5). Factors like domestic as well as international production of cashew nuts,
volume of import of raw nuts, speculation and hoarding by traders, etc. were determining the
market price of cashew nuts. Price of cashew nuts in regional market also varied depending
on the size and quality of nuts, demand from the processing industries, etc. The average
wholesale price of the raw cashew nuts in major cashew producing states during the period
from 1993-94 to 2005-06 is given in Table 2.5. Cashew prices in Goa were observed to be
higher as compared to other states because of its large size of the nuts as compared to the nuts
of other states. The fluctuation in cashew nut price was relatively low in Orissa. On the
contrary, there was a steady increase in the price except for a couple of years.

Table 2.5 : State-wise Wholesale Prices of Raw Cashew nuts

(Rs. per kg.)
Year/ Kerala Karnataka Andhra Tamil Goa Orissa
State Pradesh Nadu
1993-94 20.50 21.50 23.20 22.80 29.50 20.75
1994-95 25.00 26.00 25.50 27.50 32.30 25.00
1995-96 29.00 29.00 29.00 29.00 30.15 25.00
1996-97 26.40 21.50 30.00 24.00 33.10 27.00
1997-98 30.60 25.00 30.00 24.00 33.10 29.50
1998-99 42.30 NA 33.75 NA 47.00 29.50
1999-00 42.00 47.00 34.50 36.20 46.50 32.00
2000-01 26.75 29.90 28.25 29.60 33.50 28.50
2001-02 25.00 28.00 27.75 29.14 34.10 32.50
2002-03 29.50 33.00 30.00 34.60 35.50 27.00
2003-04 30.00 30.00 28.70 36.25 35.50 32.00
2004-05 37.88 35.20 37.10 47.75 45.20 32.50
2005-06 NA NA NA NA NA 35.00

Source : WWW.cashewindia.org

Cashew Nuts Plantations in Orissa

2.9  The cashew tree came to Orissa in the later part of the 16™ century. Until the mid-50s
of Twentieth century, cashew remained as a minor, neglected crop in the state and was grown
by the cultivators, mostly in the poor soils and marginal lands without proper care in the
undivided districts of Ganjam, Puri, Balasore and Koraput. Systematic cultivation of cashew
as a plantation crop has been reported from the year 1949-50 when some private growers
raised cashew.

2.10 The year 1954-55 was a turning point in the history of cashew plantations in Orissa
when the State Soil Conservation Organisation started cultivation of cashew as a cover crop
in the degraded soils, watersheds and wastelands. Little attempt was made for collection of
raw nuts and to maintain cashew as a horticultural crop until the later part of the 1960s. Later
on, the state Forest Department and the Orissa Forest Development Corporation became
involved in raising cashew plantations for rehabilitation of the degraded forestlands. The
establishment of Orissa State Cashew Development Corporation (OSCDC) in 1979 for
development of cashew on commercial lines is a major landmark in the history of the crop in
the state. Now cashew is grown in almost all the districts of Orissa.

10
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Extent of Cashew Area in the State

2.11  There are three sets of growers viz., the State Sector including Department of Soil
Conservation (DSC), Department of Forests (FD), Horticulture Department, Revenue
Department (RD), etc.; Corporate Sector like Orissa State Cashew Development Corporation
(OSCDC) and Orissa Forest Development Corporation (OFDC); and Private cultivators
involved in cashew plantations. Development of cashew plantations in Orissa by these sectors
over the years is presented in Table 2.6. Development of cashew plantations include fresh
plantations, replanting by uprooting old and non-yielding plantations and rejuvenation of
degraded plantations. Initially DSC was taking the lead in development of cashew plantations
but later on OSCDC took over the plantations from DSC.

Table 2.6 Development of Cashew Plantation in Orissa by Various Sectors
(Cumulative Area in ha.)

Year State Sector Corporate Sector Private Sector* | Total
DSC FD RD | Total | OSCDC* | OFDC | Total

1950-51 -- - -- -- -- -- -- 1484 1484

1960-61 | 4433 8 -- 4441 -- -- -- 3089 7530

1970-71 | 11858 117 -- 11975 -- -- -- 3089 15064

1980-81 | 36813 | 11568 | 5023 | 54204 25761 11378 | 37139 59001 150343

2005-06 | 1650 | 11568 | 5023 | 18241 30620 18705 | 49325 74000 141566

* Area includes replanting and rejuvenation of existing cashew plantations.

i) Department of Soil Conservation (DSC)

2.12  The first pioneering effort to grow cashew in the public sector in Orissa as a
plantation crop was initiated by the Department of Soil Conservation during 1954-55. First of
all, DSC raised cashew in eroded watersheds of two major river valley projects, namely the
Hirakud (Sambalpur District) and the Machkund (Koraput District). Subsequently, it
expanded plantations of cashew to other eroded areas and wastelands of the State. Protection
of the eroded areas of the watersheds, reducing the silt inflow to the reservoirs and prevention
of sand casting on agricultural lands along the coastline are some of the main objectives of
raising cashew by the Department of Soil Conservation. By the end of 1999-2000, the DSC
had planted cashew over an area of 81,787 ha in Orissa (Table 2.6).
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Table 2.6: Cashew plantations by the Soil Conservation Department in Orissa

(Area in ha.)
Period Cashew Transferred Distributed Area with SCD at
Area to CDC under ITDA & | the end of the Period
Raised ERRP
1954-1960 3573 -- -- 3473
1961-1970 4872 -- -- 8445
1971-1980 30887 252 -- 39080
1981-1990 34805 17099 22982 36804
1991-2000 7650 9469 17650 --
2001-2005 -- -- 14335 1650
Total 81787 26820 54967

2.13  While the total area under cashew plantations increased very fast, the progress over
the years was unsteady because of non-availability of funds for plantations under a number of
soil conservation schemes. Moreover, raising cashew was one of the ways of protecting the
soil. SCD raised cashew under as many as 20 soil conservation schemes / programmes and
only two schemes operated for 20 years or more than that. All other schemes made sporadic
provision for cashew plantations and had frequent interruptions.

2.14 Matured and new (raised from 1981-82) plantations were distributed under the
Integrated Tribal Development Agency (ITDA) and Economic Rehabilitation of Rural Poor
(ERRP) Programmes among the people below the poverty line. The beneficiaries were given
around two acres each. After establishment of the Orissa State Cashew Development
Corporation (OSCDC) in April 1979, the Soil Conservation Department transferred the
matured cashew area to the OSCDC for commercial operation. Currently, the DSC is having
around 1650 ha of cashew plantations under its control. With a view to promote
environmental and soil conservation measures, the SCD takes up plantation of cashew in the
wastelands of farmers and after three years’ maintenance hands over the plantations to the
farmers.

ii) Forest Department

2.15 The Orissa Forest Department raised cashew plantation from 1956-57, basically as an
anti-cyclone and forest conservation and rehabilitation measure. Cashew has been raised
under various Five-Year Plan Plantation Schemes such as creation of coastal shelter-belt in
Cuttack, Puri, Ganjam and Balasore districts, Drought Prone Area Programme (DPAP) in
Kalahandi and Phulbani districts and rehabilitation in the tornado affected areas of Keonjhar
district. In the initial Plan periods, cashew plantation by Forest Department was rather slow.
The Department geared up its efforts during the Fourth Five-Year Plan (Table 2.7). The
tempo, however, did not continue during the subsequent plan periods. Explicit plantation of
Cashew in Forest areas was stopped from the Seventh Five-Year plan beginning from 1985-
86 as it was decided to continue cashew plantation operations mixed with other important
forest species such as Teak, Bamboo, Casuarine and Eucalyptus, etc.
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Table 2.7: Cashew Plantations by the Forest Department of Orissa

(Area in ha)

Sl. | Period Area Cumulative
No. under Cashew Cashew area

1 Second Plan (1956-61) 8 8

2 Third Plan (1961-66) 65 73

3 Three Annual Plans (1966-69) 44 117

4 Fourth Plan (1969-74) 4928 5045

5 Fifth Plan (1974-78) 697 5742

6 Two Annual Plans (1978-80) 2042 7784

7 Sixth Plan (1980-85) 3784 11568

iii) Revenue Department

2.16 The Collectorate, Dhenkanal, which is a part of the Revenue Department of the
Government of Orissa, raised cashew in 1981-82 under a plantation scheme, which intended
to give employment to the people belonging to the weaker sections of the society and to
expand cashew area in the State. It raised cashew over 5823 ha. of Government land and
12857 ha. of private land in 16 blocks of the district during the year. Plantations in
Government lands could be done only in 96 per cent of the targeted area. But in case of
private lands, achievement exceeded the target by 974 ha. The ‘Massive Cashew Plantation
Scheme’ (MCPS) was discontinued thereafter.

iv) Orissa Forest Development Corporation (OFDC)

2.17 The OFDC was established in September 1962 with the prime objective of
undertaking scientific exploitation and marketing of forest produce and resources. As an
afforestation measure, OFDC took up cashew plantation in the forest areas mixed with other
crops as well as explicitly cashew in certain pockets. There were irregularities in plantations
due to funds constraints and expiry of tenure of ad hoc cashew plantation programmes.
Cashew Plantation by OFDC was completely stopped from 1992-93 onwards due to funds
constraints. The maintenance of existing gardens was also hampered and very irregular due to
want of funds. Cashew plantation programmes were implemented in Berhampur and
Bhubaneshwar Divisions and both the division have about 18,705 ha of cashew plantations.
In the year 2005-06 OFDC received Rs. one crore under the National Horticulture Mission
for rejuvenation of the cashew plantations. Development of cashew plantations raised by
OFDC is given in Annexure 2.2. For harvesting the nuts, the OFDC leases out the cashew
gardens every year through open tender. Since 2004-05, however leases were given for three
years. The lease is only for harvesting the nuts with out any maintenance and rejuvenation of
the gardens. With out proper maintenance and care, the yield in such plantations is relatively
low.

v) Orissa State Cashew Development Corporation Ltd. (OSCDC)

2.18 The Orissa State Cashew Development Corporation limited (OSCDC) is the major
cashew grower in the State's corporate sector. It was established in April 1979 mainly to
implement the corporate component of the Multi State Cashew Project (MSCP), which
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operated in four States including Orissa to extend necessary promotional thrust to the cashew
sector in India. While the project was time-bound, the corporation was created as a permanent
institution with the following main objectives:

* To develop land and raise cashew plantations.

* To maintain, manage and develop existing cashew plantations by adopting
recommended package practices.

* To organise business of cashew and its products.

* To render technical assistance to the cashew growers.

* To popularise the importance and usefulness of cashew and conduct research on it.

2.19 The corporation has two categories of cashew plantations viz. new self-grown
plantations and plantations transferred from DSC. Non-availability of land was a major
obstacle for bringing more area under cashew plantations. However, rehabilitation and
rejuvenation of old plantations are being undertaken in old and unproductive plantations. The
OSCDC owned around 26820 ha of cashew plantations. The OSCDC does not have cashew
plantations in Sambalpur, Phulbani, Sundargarh and Bolangir districts. Harvest of nuts is
undertaken through lease of the plantations for harvest of nuts only. The lease is given
through open tender basis for each patch of plantation.

2.20 Cashew development in Orissa has been a project-programme-scheme based activity.
Huge amount of financial and human resources have been deployed in cashew through as
many as 55 programmes operated by the Department of Soil Conservation, Forest
Department, Orissa State Cashew Development Corporation, Orissa Forest Development
Corporation and Horticulture Department. The State and Union Governments have assisted
and sponsored the programmes through development plans and programmes.
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CHAPTER - 111

OBJECTIVES AND METHODOLOGY

Cashew occupies a prominent place in the agriculture, especially, in the Coastal and Southern
districts of Orissa. The sector provides substantial income on a sustainable basis to the
farmers from the less fertile and waste lands. It also provides employment opportunities to
the farm labourers in the slack season through cashew harvesting and processing. The
significance of cashew in supplementing the rural poor in their employment and income has
however remained in dark and this study attempts to throw some light on this. This Chapter
outlines the objectives of the study, design of sample and the methodology adopted for the
study. The rationale behind the selection of the district, block and the sample as a whole
along with the collection of data are briefly analysed here.

Objectives of the Study

3.2 The broad objective of the study is to make an in depth analysis of the nature of
production conditions of the cashew nut, rigidities and inefficiencies connected with it,
processing, marketing and price behaviour and other related aspects. The specific objectives
of the study are as follows :

(1)  to make spatial and temporal analysis of area, production, yield and price of cashew.
(i) to analyse the economics, constraints / issues in production at farm level in terms of
input availability, extension, etc.

(iii) to get an insight into the availability of infrastructure for post harvest management
and practices followed including grading/processing/packing, value addition, etc.

(iv) to analyse the extent and method of processing, economics of processing units,
bottlenecks faced, etc.

(v) to throw light on the marketing channels, their efficiency, price spread, etc.

(vi) to comment on the credit aspects covering mode of financing activities, access to
institutional credit, its adequacy, constraints and potential for extending institutional credit to
each segment of the supply chain.

(vii) tolook into the scope and constraints for export of kernels.

(viii ) to explore the scope for organic farming, biotechnology, etc.

Selection of District

3.3 The district-wise area under cashew nut in Orissa over a period of years has been
indicated in Annexure — 3.1. Four districts i.e. Koraput, Ganjam, Nawrangpur and Khurda
occupy around 59 per cent of the total area under cashew nut plantation in the state (Table
3.1.) while among other districts Denkanal and Gajpati together have another 10 per cent
areas. Sonepur and Bargarh districts do not have cashew plantations. Map 3.1 portrays
density of cashew areas in different districts of the State. Interestingly, cashew area in
Koraput district has declined from 18.39 thousand hectare in 1997-98 to 14.19 thousand
hectares in 2003-04. The situation is just like that of in the state of Kerala. The old
plantations were replaced with high value plantation crops like coffee, pepper and other
spices. Some areas were also diverted to plantation of bamboo and eucalyptus which are used
as a raw materials for the paper mills in Koraput District (Ballarpur Industries) and the
neighbouring Raygada District (J K Paper Mill).
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Table 3.1 : District-wise area under Cashew Nuts in major districts

(Area in "000 ha.)
Districts 1997-98 2002-03 2004-05
Area % Area % Area %

Koraput 18.39 22 14.19 16 14.29 16
Ganjam 11.25 14 13.69 15 13.69 15
Nawarangpur 9.05 11 13.13 15 13.13 15
Khurda 10.68 13 11.10 12 11.27 13
Others 32.92 40 36.88 41 37.01 41
Total 82.29 100 88.99 100 89.39 100

NB. Differences in percentage figures to total is due to decimal adjustments.

Map 3.1 : Cashew Map of Orissa
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3.4  Koraput district has the maximum area under cashew nut plantation in the State of
Orissa. Due to the strategic location of the district adjacent to Andhra Pradesh, the major
cashew growing and trading state in India, the marketing of cashew is more organized and
vibrant in Koraput district. The district is also a major player in cashew processing industry in
Orissa. Cashew nuts produced in other districts and states and imported from other countries
also come to Koraput district for processing. Keeping in mind the dominance of Koraput
district in the cashew nuts scenario of the state, it was chosen for an in depth study of cashew
nuts.

Collection of Data
3.5  Both Primary and secondary information have been used for drawing inferences in the

light of objectives of the study. A sample survey was conducted during October and
November 2006 to collect information on economic parameters of cashew plantations,
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processing and marketing in Koraput district. Cashew orchards belonging to the government
sector, corporate bodies and private growers, traders engaged in marketing raw cashew nuts,
processing units engaged in producing cashew kernel were extensively visited and the owners
were contacted to know about the concerned aspects. Pre-designed questionnaires were used
to collect the required data.

Sample Design

3.6  The primary data relating to plantation, trading, processing and marketing of cashew
nuts were collected from farmers, traders, leaseholders, processing units, wholesalers, etc.
spread over eight out of the fourteen blocks in Koraput district. The blocks covered included
Boipariguda, Dasmantpur, Borigumma, Jeypore, Koraput, Kotpad, Lamtaput and Nandpur.
The sample design is indicated in Table 3.2.

Table 3.2 : Sample Design

Sample Number
Farmers owning Cashew Plantation 35
Traders collecting Raw Cashew Nuts from Individual Farmers 5
Leaseholders of Cashew Plantation under Cashew Development 5
Corporation

Cashew Processing Units

Cashew Nut Shell Liquid Unit 1
Labourers working in Cashew Processing Units 25
Cashew Traders including Wholesalers, Retailers and Exporters / 5
Importers

3.7  Apart from that, the secondary data was collected from the various agencies
connected with cashew sector in the state i.e.

1. Cashew Development Corporation Limited
ii. Soil Conservation Department

iii. Forest Department

iv. District Industries Centre

v. State Bank of India

vi. Utkal Gramya Bank

vii. District Horticulturist

Methodology for the Economic Aspects

3.8 Economics of cashew plantations of Orissa was examined with secondary data
collected from published documents and unpublished materials recorded in official reports
and files of concerned government departments and corporate bodies. The data collected
from the secondary source were supplemented with primary information obtained from field
surveys. Materials relating to the nature of plantations, volume of output, cost of
maintenance, income and employment generated in each of the 35 sample plantations were
collected with the help of a questionnaire-cum-schedule. Information on 5 cashew processing
units collected through a separate questionnaire-cum-schedule. The working of one Cashew
Nut Shell Liquid Oil extracting unit was also recorded. Interactions were held with a host of
operators in the cashew supply chain including the traders, wholesalers and leaseholders so
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as to get an idea about the intricacies involved at each level. The response of all of them
were recorded in the specific questionnaire devised for the same. The data meticulously
collected from the primary and secondary sources were collated, processed and tabulated
with reference to the different elements of the work. Simple statistical techniques such as
mean, percentage distribution, growth indices and graphic presentations were used.

Limitations

3.9  Non-availability of certain data acted as a drag. Information on the following could
not be collected from any source :

* Fruit bearing cashew area

* Tax and non-tax revenue earned by the State Government from cashew

e Contribution of cashew to the State Domestic Product of Orissa during the last two
decades

* Soil and water conservation potential of the cashew plant

* Inter-regional trade in cashew

3.10 The inferences were drawn on the basis of primary data collected from a limited
sample. Utmost care has been taken to collect the correct or nearest to correct data through
the pre-designed schedule and crosschecking while interrogating with the respondents.
However, bias in revealing certain information may affect the data collection and inferences
on such data.

3.11 These limitations notwithstanding, the study team has done its best to arrive at
conclusions by ensuring correct interpretation of information available. Though, no attempt
has been made to go into the minute details of the aspects covered under the study, all the
relevant information and possible data have been brought together to examine the various
aspects related to cashew sector in the state.
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CHAPTER-IV

CASHEW PLANTATION PRACTICES IN ORISSA

Cashew Plantations in Orissa is mostly done under the Government Departments or
Corporations like the Department of Soil Conservation (DSC), Department of Horticulture,
Cashew Development Corporation (CDC) and the Orissa Forest Development Corporation.
The Horticulture Department has recently introduced in to cashew plantations under National
Horticulture Mission (NHM). Cashew plantation in Orissa is still limited to the marginal
lands and commercial cultivation of the crop has not yet taken off in the State. Over 95 per
cent of the plantations in the state are of seedling origin of unknown varieties. Cashew
Plantations in Koraput district is of no difference.

Agricultural practices - propagation and culture

Sowing

4.2 Cashew plantation is done with planting seeds directly on the field or transplanting
the seedling or grafted plants. Under direct planting method, the seeds on the field, only dry
and clean cashew seeds, which are free from insect or fungal attack, are put in soil at the
place where the trees need to be grown. Usually large sized and mature cashew nuts are
selected for seed and stored in a dry place till it is sown. Sowing of seeds is generally done
during the months of June and July with onset of monsoon. In climates with irregular rainfall
and short rainy seasons, seeds are soaked in water before planting, sown relatively deep and
the site is covered with mulching material in order to minimize the risk of drying out the
germinated seedlings. Farmers generally do a water test (floating test) to the Seeds prior to
planting. They choose only those seeds that sink in water. The seeds that sink are more
mature and density of the nut is relatively high and treated as of good quality. These seeds
give high success rate and tend to germinate quickly. Seeds are planted at a depth of between
5 and 10 cm depending on the soil conditions. Germination usually takes place in 15-20 days.
The advantage of sowing method is, unlike the transplanting method, damage to the delicate
root system of the plant is avoided. However, under this method the rate of germination is
low. Farmers seldom take care after sowing, watering the plants, protecting the field from
stamping by animals, etc. as the fields are far away from residential area and since the
plantations are done in marginal lands. Moreover, unknown seed varieties are used as seed
materials as the seeds are chosen by the farmers themselves and from locally available crops.
This variety usually has longer gestation period and yield lower than other varieties. In
Koraput district, farmers also transplant the naturally grown seedlings from the nuts falling
on the soil in the cashew plantations. Though the gestation period of such plants is long and
yield is less, farmers transplant these seedlings since these are available free of cost.

Seedlings in a nursery

4.3 Cashew Seedlings are also raised in nurseries. Nurseries generally use good and
known seed varieties for development of seedlings. Seeds are preserved in good condition
and treated well before sowing. Seedlings are raised in small polythene packets under
controlled temperature and humid conditions. Nurseries are maintained by skilled and expert
workers and hence the success rate is usually very high. Seedlings are transplanted within a
week of their emerging in order to ensure successful transplantation. This method of course
requires utmost care while transplanting from the nurseries to the field. The Cashew
Development Corporation and Department of Horticulture raise seedlings in ad-hoc nurseries
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raised by them near the plantation sites and plant them under various Cashew Development
Programmes. Private nurseries also raise seedlings and supply to these Departments.
However, there is no large nursery existing in private sector in Koraput District.

4.4  Before transplanting the seedlings, pits measuring from 30 cm x 30 cm x 30 cm to 60
cm X 60 cm x 60 cm are dug and left to weather for a month or two. They are then filled with
soil which has been mixed with rotting manure about two weeks. Seedlings are planted
before monsoon. Watering the plants at regular intervals in case of failure of monsoon or
short rainy season is essential. Seedlings are also planted using plastic bags as containers. The
seedlings are lifted into planting holes in the plastic bags, which are then carefully slit with a
sharp knife and removed.

4.5 The major problem under seedling method in Koraput district is the absence of
nurseries in the district for which the seedlings are procured from outside the district and at
times from other states also. The time for transportation of seedlings is often quite long.
Often the Govt. Departments procure the seedlings and distribute them to farmers under
various programmes. It takes long time from nurseries to reach at the farm. Loading and
unloading by unskilled labourers also take a toll. These factors cause high mortality of
cashew seedlings.

Grafting

4.6  Grafting is an advanced technique of preparing planting material in ago-horticulture
sector. Various grafting techniques are applied to produce planting materials of cashew nuts.
Plantation of grafting variety cashew has been introduced in Orissa since past one decade or
so. However, it was not well accepted despite its high productivity, because of high mortality
rate, more cost and non-availability of planting materials. Under NHM, of course, cashew nut
grafts are supplied to farmers at a 75% subsidized rate. Grafts are purchased from the
registered nurseries within and outside Orissa. Cashew plantation has enough potential in the
state and supply of grafted materials from all corners to the state is yet to match the
requirement.

Land preparation

4.7 Since cashew plants are mostly grown in marginal lands and sloppy regions, much of
land preparation work was not done for cashew plantation in Koraput district, except for
deweeding the land. Cashew seedlings are very sensitive to competition from weeds. But
weeds at places, especially on sloping land and soft soils, protect the soil from erosion by
water and wind. In sandy soils where wind blows strong, clearing the land clean may result in
severe wind erosion. In these areas, the lands are cleared in strips, which are perpendicular to
wind direction. Once the cashew trees are developed to a stage to withstand the wind, the
weeds are cleared. Plantations under NHM and Soil Conservation Departments are
maintained for initial three years before being handed over or distributed to the farmers, who
thereafter seldom do any kind of maintenance or treatment to the plantations.

Spacing
4.8  To promote maximum development and reduce competition for available moisture,

cashew seedlings are planted at a distance of about 7 metres (200 plants per hectare) in the
district under all govt. sponsored programmes. This is considered to be a productive spacing
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for mature trees. However, cashew plants under private plantations are planted more closely,
up to 400 plants per hectare. Farmers think that more plats may yield more nuts. But they do
not understand that if maintenance of plants is not taken care through cutting, pruning,
deweeding, etc. then dense plantations may not yield to its optimum. The farmers are
unaware of the planting norms and the need for scientific practices of cashew plantation and
maintenance. However, cashew plantation by farmers under private land in Koraput District
is very less.

Fertilizer use in Cashew

4.9 Cashew is grown in Orissa as a casual crop and as a result, its fertilizer requirements
are often overlooked. The trees are long standing and are mostly grown in marginal lands,
wastelands and soils of poor quality. As each season passes, the soils become more depleted
and productivity gradually declines. Yield in such plantations is much lower than the
potential that could be gained if fertilizers were applied. Regular application of the major
plant nutrients (nitrogen, potassium and phosphorus) is beneficial for healthy trees and
increased cashew yields. In addition, application of magnesium to cashew is beneficial. Two
separate mixtures of fertilizer, based on the combination of nitrogen (N), phosphorus (P) and
potassium (K), have been recommended according to the growth stage of the plant. The
mixture recommended for cashew plants from field planting up to 5 years of age contains
N:P:K in the ratio of 4:3:2. The adult plant mixture recommended for cashew plants from 5
years onwards contains N:P:K in the ratio of 4:3:4.

4.10 Application of fertilizers to cashew plantation is almost nil not only in Koraput
district but also in the entire Orissa. A majority of cashew plants under private ownership are
distributed by the Soil Conservation Department to landless farmers. These farmers only
enjoy the fruits and seldom take any care of the plantations. The Cashew Development
Corporation also does not apply any fertilizer, irrigation and plant protection measures once
the plantation becomes three — four years old. Application of fertilizer to cashew plants is
considered as a subsidy component under NHM. But subsidies are given for three years;
thereafter the farmers do not apply any fertilizer. Plantations by individual farmers also do
not get any fertilizer. Farmers have a misconception that cashew nut plants can withstand any
adversity and does not require any fertilizer. Whatever yield they get from the trees is a net
return. But farmers do not realize that application of fertilizer, manure, irrigation, etc. can
give them a far better yield and return.

Harvesting

4.11 Harvesting of cashew is highly labour intensive. It generally involves collecting the
nuts once they are dropped to the ground after maturing and plucking mature fruits. Workers
scour the area under the plantations and fringes for fallen fruits and nuts. Nuts are easily
traced in the surface free from weeds. In some places, the whole area under the tree is swept
free of dry leaves. The nuts are generally collected in baskets or sacks. Cashew nuts are
generally left to fall to the ground before being collected, as this is an indication that the
kernel is mature. If fruits are picked from the trees, the cashew apple may be ripe, but the
kernel often remains immature. Farmers usually prefer collecting ripe fruits fallen from trees.
This is the easy harvesting process. Climbing the trees or using long hooks to pluck fruits
from top of trees are avoided. The persons collecting nuts go early in the morning to collect
fallen fruits and finish the job in a couple of hours or so. Also the nuts are mature and fetch
good price. But the risk in this method is the harvest prolongs for weeks together and the
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plantations need watch and ward otherwise chances of illicit plucking are always there. The
leaseholders on the other hand employ labour to harvest the nuts by plucking method where
the labourers pluck all the fruits in the tree in the same day. The immature nuts are plucked in
this process. The nuts are detached from the fruit.

4.12  Cashew is harvested in Koraput during April and May. During early April one can
harvest around 20 kg per day as maturity of fruits was less at this time. Collection of nuts
increases slowly as peak maturity attains towards the end of April and early May and then
declines rapidly. One can harvest around 50 kg a day during the peak harvest season. Daily
harvest also depends on density of cashew trees, intensity of fruit bearing, distance of plants
from residence of the nut collectors, etc. Collecting nuts is a labour intensive and time
consuming activity. Generally, women and children take up this job.

4.13  Cashew apples are used for processing into products such as jam or juices. But in
Koraput district little effort has been made for value addition to cashew apples. Usually the
apples are discarded at the time of collecting the nuts. Further, since the nuts are collected
after the fruits fall on maturity, at that time the apples are not in usable condition. On falling
to the ground, apples get damaged. Once damaged, the apples may ferment and deteriorate
quite rapidly. The riper the apple, the sweeter the taste. The cashew apple can be kept only
for 24 hours after it has been picked. Transporting large quantities of apples is difficult for
this reason. When stacked in layers, apples may burst and lose their juice because of the
weight on top of them.

Drying of the raw material

4.14  The farmers or harvesters usually do not dry the nuts, rather try to sell it at the earliest
after collecting them from the field. The traders, who hoard the nuts for speculative purpose
so as to get higher price later and the processors who store them for processing in near future,
definitely dry the nuts before storing. Cashew nuts are dried in the sun to reduce the moisture
content. Nuts dried to reduce the moisture content to eight per cent or below can be stored for
12 months, provided they are packed in sealed polythene bags and stored under dry and
proper storage conditions. Drying the nuts immediately after harvesting is essential in
preserving their quality, but this process is often neglected.

4.15  Sun drying of cashew nuts is done on specially prepared drying floors or mats made
of bamboo or palm leaves. The cashew-nut layer on the drying floor should not be thicker
than 10 cm, thus allowing for about 60 kg of nuts per square metre. Drying may take between
one and three days depending upon local climatic conditions. As soon as the nuts are dry,
they are stored and protected from rain, moisture.

Storage

4.16 Technical requirements for storage are dependent on weather conditions. As cashew
nuts are usually produced in climates with a long dry season, simple buildings with concrete
floors and walls and roofs of corrugated metal, should provide adequate storage. Certain pre-
requisites like waterproof and dry floor, firm and secure roof, well ventilated room must be
satisfied to ensure safe storage. The processing units in Koraput district were having large
stores where they can keep around 8 — 10 thousand bags. The cashew industries of course
construct stores according to their processing capacity. Generally, the store can easily hold a

22



stock for around three moths’ requirement of raw nuts. The processing units also maintain
separate storing place for the kernels.

Infestation of harvested nuts

4.17 Raw cashew nuts, stored in sacks, sometimes in the open awaiting shipment and
without protection from rain, are subject to infestation through the stem-end and this may go
undetected until damage has progressed to the point of heavy loss. Thus the traders and
processors are vigilant about it and frequently inspect the store. If needed, they put the nuts
under sun for a day or two.

Cashew Plantation in Koraput District

4.18 Cashew plantation in Koraput district was mostly undertaken by the public sector.
The cashew nuts are planted by the Forest Department, Orissa Forest Development
Corporation, Soil Conservation Department, Horticulture Department, etc. under various
programmes. The plantations are mostly done in traditional way. There is high mortality of
trees and rejuvenation often does not take place. Further, the Forest Department and Orissa
Forest Development Corporation have planted cashew trees mixed with other trees. The
exact area under cashew in Koraput district is thus very difficult to estimate. However, as per
Orissa Agriculture Statistics 2004-05, Koraput District had 14.24 thousand hectare under
cashew nuts, which accounts for 16 per cent of the area under cashew in the state. In the
district, cashew occupies 54 per cent of the area under fruit crops.

4.19 Individual plantation of cashew on a commercial scale is yet to catch the fancy of the
farmers in Koraput district. Few farmers have developed cashew plantations on their own.
The Department of Soil Conservation however has taken up cashew plantations in the
privately owned marginal lands and wastelands and maintain them for three years free of cost
to the farmers under various govt. sponsored schemes. There was no additional cost involved
in the process. The farmers were not spending anything for their maintenance. The whole of
the income through harvest of such plantations thus is considered as the additional income.
Of late, people have realised the potential of cashew and started planting improved varieties
of cashew nuts.

4.20  During the course of the field visit, interactions were held with 35 cashew farmers, of
whom, only 5 had undertaken the plantation of improved varieties of grafts of cashew nuts.
The remaining 30 farmers had traditional seedling varieties of cashew on their land. A
comparison between the traditional and improved method of cashew is presented in the Table
4.1.
Table 4.1 : Comparison between the Traditional and Improved Varieties of

Cashew Plantation

SI. Particulars Traditional varieties

No.

Improved Varieties

1 | Planting Material

Seeds of unknown origin.
Long gestation period.
Unknown nut quality.

Grafts of known origin.
Short gestation period.
Plants of better quality.

2 | Spacing No specific spacing method. 7mx7m.
400-600 plants per ha. 200 plants per ha..
3 | Manures and No manures and fertilizers | Recommended doses of
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Fertilisers

applied to the soil.
Dried leaves become manure
with natural decomposition.

manures and fertilizers applied
in the initial years of planting.

4 Pests and Disease
Management

No major pest and diseases
found in the area and hence
farmers do not spray any
pesticides and insecticides.

No major pest and diseases
found in the area and hence
farmers do not spray any
pesticides and insecticides

5 Gestation Period

6 — 7 years

4 — 5 years. Fruiting starts in
the second or third year. But
yield is discarded.

6 Infrastructure

No cost involved in
infrastructure  like  fencing,
irrigation  facilities, = water
distribution  system,  farm

equipment, etc.

Young cashew plants are
protected by fencing with
locally available thorny plants.

No cost involved on
infrastructure like irrigation
facilities, water distribution

system, farm equipment, etc.

7 | Yield

The cashew nuts start bearing
after 6-7 years and thereafter
the yield gradually increases
and reaches a peak at about 16-
17 years.

The productive life of the tree
is 30-40 years.

The yield potential is 3-4 kg. of
nuts / tree.

Small sized nuts.

Cashew nuts start bearing on
within 3-4 years and the yield
reaches a peak at about 10-12
years.

Productive life of the tree is
about 25-30 years.

Yield potential is about 8-10
kg. of nuts / tree.

Large sized nuts.

8 | Farm gate Price

Rs. 28-35 per kg. of nuts

Rs.35-45 per kg. of nuts

4.21

* Local availability of seeds / planting materials
* Less expensive planting material

* Less chance of pilferage

* Less planting / maintenance cost

* High mortality rate of plantation
* Long gestation period
* Low economic yield

* Small size of nuts and hence low price of nuts

Cost of cultivation per ha. under Traditional Method

24

The traditional method and unknown varieties were practiced by the Departments on a
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4.23  The cost of cultivation of the cashew nuts per ha. under traditional method was
collected from the sample farmers. The planting details per ha. involved the following :

* No specific spacing norms

* Approximately 200 plants

* Nondescript variety

* Mortality Rate : 25 per cent

* Economic life of plants : 35 years

e Labour Cost @ Rs. 55/- per day

* Farm gate price of nuts Rs.30 per kg

The details of the cost of cultivation estimated on the basis of data collected from sample
farmers in Koraput district are indicated in the Table 4.2.

Table 4. 2: Cost of Cultivation Cashew in one ha. under Traditional Method
(Amount in Rs.)

SI1. | Item of Work 1 2m 3Yr. 4 st 6-14" 14 -
No. Yr. Yr. Yr. Yr. Yr. 35" Yr.
1 | Cashew seedlings @ 1000 200 - - - - -
Rs.5 per seedling
2 | Land development / 660 - - - - - -
Cleaning of Site
4 | Digging of Pits and 495 110 - - - - -
transplantation
5 | Two times weeding & 440 440 550
Soil work
6 | Cost of Fencing 1000 200 - - - - -
7 | Watch & Ward Services 800 1200 1200 1200 | 1200 1200 1200
@ Rs.100 pm
8 | Irrigation, manure and 500 200 200 - - - -
Maintenance
9 | Harvest - - - - - 440 550
Total 4895 2350 | 1950 | 1200 | 1200 1640 1750

Income from Cashew Plantation — Traditional method

4.24  As revealed by the sample cashew planters, approximately 200 plants are planted in
one ha. of land. The mortality rate being around 25 per cent nearly 150 plants survive per ha
for fruit bearing. The fruit bearing starts from the 6™ year onwards. Though in case of some
plants, the fruit bearing starts from the 5™ year onwards, the farmers do not harvest them as
the yield is very low i.e. around 0.5 kg per plant. From the 6™ year onwards the yield goes on
increasing and reaches a peak at 3 kg. per tree from 14™ year onwards (Table 4.3). The total
production increases to around 450 kg per hectare from the 14™ year onwards and it continues
up to the 30™ year. The size of the nut being very small fetches around Rs.30 per kg at farm
gate. The plants give a net income of Rs.11,750 per ha. from the 14™ year onwards.

4.25 Under traditional practices cashew was planted on the wasteland and marginal lands
where no agricultural practices were carried out. There was thus no pre developmental
income and hence the whole of net income was considered as incremental income for
calculation of the IRR (Table 4.3). At the end of the 30 economic life, i.e. 30 years
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considered in the IRR exercise in Table 4.3, the salvage value of the trees are not taken in to
account because cashew trees do not have timber value and the sale proceeds of the trees may
be equal to the labour put to cut the transport the trees. The IRR from the plantation of the
cashew nuts of unknown origin in a traditional manner comes out to be 23 per cent as
indicated in Table 4.3.

Table 4.3 : Yield and Income from the Cashew Plantation under Traditional Method

Year / Yield 1-5* 6 7 8 9 10 11 12 13 14-35#
Per Tree (kg) 0 0.5 0.75 1.0 1.25 1.50 1.75 2.0 2.5 3.0
Per Ha. (kg) 0 75 112.5 150 187.5 225 262.5 300 375 450
Gross Income 0 2250 | 3375 | 4500 | 5625 | 6700 | 7875 | 9000 | 11250 13500
(Rs.)

Cost Per Ha. 11595 1640 1640 1640 1640 1640 1750 1750 1750 1750

(Rs.)

Net Income | - 11595 610 1735 2860 3985 5110 6125 7250 9500 11750
Per Ha.
(Rs.)

IRR 23 %

* Total for first five years.
# Particulars pertain to every year between 14™ and 35" year. The particulars shall remain
same on attainment of saturated yield level in the 14" year.

Improved Methods of Cultivation

4.26  Under the improved methods of cashew plantation, the hybrid-grafted varieties of
cashew are planted with the spacing norm of 7 m x 7 m.. The grafted materials are usually
purchased from the Horticulture Department or other authorized dealers outside the District.
The cost of cashew graft is around Rs.15. The farmers as per the guidance of the Horticulture
Department prepare the land by cleaning weeds, leveling the land, digging pits in March —
April. Planting is done in the month of June-July with the onset of monsoon.

Cost of Plantation of Grafted Cashew Plantation

4.27 Since grafts are usually not available in Koraput District, the Cashew Development
Corporation or Horticulture Department procure cashew grafts from approved nurseries and
supply the same to interested farmers. Grafting needs highly skilled workers and it is a costly
affair to produce grafts. Unless there is assured market, the nurseries do not produce cashew
grafts. A few small nurseries in Koraput district produce cashew grafts to a limited extent to
meet the local demand. Grafts, though not well accepted in the district still have a potential
because of its higher and better quality yield. The Horticulture Department plants cashew
grafts of known varieties only under National Horticulture Mission. The details of the
approximate cost of plantation of the grafted varieties of cashew have been estimated on the
basis of the data collected from the sample farmers and Horticulture Department. The same is
presented in Table 4.4.

Spacing : 7mx 7 m

No. of Plants per ha. : 200

Specified varieties

Mortality Rate : 10 % in the first year and replaced in the second year
Trees giving economic return 90% (180 trees)

Economic Life : 25 years

YVVYVYVYYVY
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» Farmgate price of nuts Rs.35 per kg

Table 4.4 : Cost of Plantation of Grafted variety of Cashew
(Amount in Rs.)

SL. | Particulars Yr-1 W23 Yr4 | Yr-5 Yr-
No. 6-25
1 | Land Development 990 0 0 0 0 0
2 | Planting Materials @ Rs.15/- per plant 3000 300 0 0 0 0
3 | Digging of pits 1100 | 220 0 0 0 0
4 | Labour charges for planting 990 220 0 0 0 0
5 | Manures @ Rs.150/- per tonne 450 450 300 300 300 300
6 | Fertilisers 250 325 450 650 650 650
7 | Irrigation / Watering 1000 500 0 0 0 0
8 | Watch & Ward 1000 | 1200 | 1200 | 1200 | 1200 | 1200
9 | Plant Protection 150 250 450 450 450 450
10 | Labour charges for application of Fertilisers 550 485 685 875 875 875
and Manures
11 | Harvesting 0 0 0 200 600 | 1000
12 | Fencing 3000 0 0 500 0 0
Total 12480 | 3950 | 3085 | 4175 | 4075 | 4475

Income from Graft Variety Cashew Plantations

4.28 The grafted varieties of cashew nuts are planted by maintaining line and spacing,
following proper agronomic package and practices, etc. Due care is also taken in applying
manure, fertilizers, deweeding and plant protection measures at regular intervals. For this
reason about 90-100 per cent trees provide economic return. Fruiting starts in the third year
itself but the farmers generally pinch or remove the flowers for facilitating the plats for
vegetative growth. Economic yield usually starts from the fourth year and slowly reaches the
peak or saturated level on the 10" year. Yield and income from the grafted variety of cashew
nuts are indicated in Table 4.5.

Table 4. 5 : Yield and Income from Improved Variety of Cashew nuts Plantation

Yea 1 2 3 4 5 6 7 8 9| 10-25*

r -
Yield
Per Tree (kg) 0 0 0 1 1.5 2 3 4 5 6
Per Ha. (kg) 0 0 0| 180 | 270 360 540 720 900 1080
Gross Income 0 0 0 | 6300 | 9450 | 12600 | 18900 | 25200 | 31500 37800

Rs.

éost) Per Ha. 12480 | 3950 | 3085 | 4175 | 4075 | 4475 | 4475 | 4475 | 4475 4475
(Rs.)
Net Income -12480 | -3950 | -3085 | 2125 | 5375 | 8125 | 14425 | 20725 | 27025 33325
Per Ha. (Rs.)
IRR 38 %

* Particulars pertain to every year between 10" and 25" year. The particulars shall remain
same on attainment of saturated yield level in the 10" year.
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4.29  As can be seen from the Table 4.5, the improved variety of cashew nuts plantation can
yield a net income of Rs.33,325/- during the peak period between 10" to 25" years of
planting. The yield starts from the fourth year onwards but it is around one kg. per tree.
Gradually, the yield picks up and reaches the plateau at around 6 kg. per tree during the 10"
year and maintains that level up to 25" year. The grafted cashew variety fetches an average
price of Rs.35 per kg. as against Rs.30 per kg. for the traditional variety of cashew because
the nuts are larger in size than the nuts from traditional varieties. The IRR for the cashew
plantation was estimated at 38 per cent.

4.30 The harvesting period of cashew nuts in Koraput district starts from April and
continues till end of May. The important to harvest the matured nuts so as to produce good
quality kernel. Under the private plantations, the owners collect the nuts mostly with the help
of family members before the final harvest. The final harvest takes a day or two and one to
two labour are hired for this purpose. The harvest from the forest plantation is given on lease
and the leaseholders employ labour to collect cashew nuts. Mostly, the women and children
collect cashew nuts from forest areas.

431 The next stage is the marketing of harvested cashew nuts for which two types of
marketing systems are followed.

i. Auction system

4.32  The Cashew Development Corporation, Orissa Forest Development Corporation and
the Forest Department follow auction system for collection of cashew nuts from their
plantations. The contracts are given to the leaseholders through the auction. The notification
of lease is done in the month of November / December and auction process is complete
before 31* March. The highest bidder is invited to collect the cashew nuts from the areas.
The contract includes only collection of cashew nuts, not other activities like pruning,
deweeding, etc. The lease is given for one season only. However, since 2005-06, the OFDC
has resorted to a leasing plan for three years. The leaseholder is allowed to enter the cashew
area inside forest jurisdiction and collect cashew nuts up to end of June. The lease is effective
only when the lessee pays 20 per cent of the auction amount as the security deposit and 40
per cent of the auction amount as the caution deposit.

4.33 The leaseholders are generally financially sound people and hailed from well off
businessmen group or civil contractors or so. In Koraput district, owner of one cashew
processing unit also had leased in some cashew plantations of Cashew Development
Corporation while other lease holders interacted during the study were petty contractors. A
group of four unemployed youths also leased in some cashew areas under the Corporation for
harvest. In fact, there was demand for auction for the areas with high density of cashew plants
and with better yield. On the other hand, areas where trees are sparsely populated and cashew
yield was low, Corporation seldom got a leaseholder. In such cases, leaseholder of previous
year was awarded to harvest such plantations. Auction process however remained sensitive in
certain areas, especially in the Gajpati, Ganjam and Khurdha districts.

ii. Individual collection
4.34  Cashew nuts grown on the private orchards are harvested by the individual growers

and nuts are sold to the processors or to the traders. The traders in turn sell the nuts to the
processors. The farmers mostly sell the produce to the traders who often pay the lowest
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possible rates on the plea of small size of nuts, immature nuts, etc. The small traders go to
each village and contact the farmers for buying their cashew nut produce. In some cases, the
leaseholders of the forest plantations force the small individual cashew planters to sell their
produce to them. The usual argument is that since they hold the lease for the govt. land, the
farmers have to sell their produce to them. The ignorant farmers in many cases succumb to
the pressure. There is a difference of Rs.2-3 per kg. between the price purchased by the
processing units and the price offered by the traders to the farmers in the harvest season.
Once harvest is over, the cashew nut market is entirely controlled by the large traders who
hoard and speculate huge stocks of raw nuts. The traders / leaseholders hoard the produce to
jack up the price up to Rs. 36-42 per kg at some point of time.

4.35 As per the estimates on the basis of data collected from sample cashew farmers,
traders and processing units, nearly 90 per cent of raw cashew nuts in Koraput district was
captured by the forest leaseholders and traders. Only 10 per cent of the produce in the district
was sold directly by the growers to the processing units. The traders apply various techniques
to buy the produce from the growers at lowest possible price. They hoard the nuts and in the
process the price increases by Rs.8 to Rs.10 per kg. Under these circumstances, both the
cashew farmers as well as the processing units suffer losses whereas the traders and
middlemen earn handsome.

436 Cashew plantation involves extensive socio-economic dimensions. The plantations
raised by the Soil Conservation Department are distributed among poor households around
two acres each. Such plantations could earn them a net income of around Rs.10,000 in a year.
This has enough potential to push them up above the BPL category. Similarly, the harvesting
of cashew nuts also generates enough employment and income for the landless and
agricultural labourers. More important is harvesting of cashew nuts is usually done during the
months of April and May, which are the lean agricultural season. During this period the
agricultural labourers usually sit idle; cashew harvest provide them employment and income.
Further, the processing of cashew nuts also provides employment opportunities to the
workers, who hail from poor families, for about ten months in a year. Moreover, the labourers
in the processing units work in a better condition unlike farm work. The year round
employment opportunities and income from this sector are adequate enough to help the poor
workers to remain well above the poverty line.
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CHAPTER -V
PROCESSING OF CASHEW NUTS

Cashew kernel is the main product of cashew nut processing. Cashew kernels, commonly
known as cashew nuts, are one of the scrumptious dry fruits of the world. Cashew nut is
unusual in comparison to other tree nuts as the nut remains outside the fruit. After separation
from the fruit, the nut is processed to extract commercially important kernel. Cashew kernel
ranks first among the export-oriented horticultural commodities in India. Though cashew nuts
processing industries first started in Mangalore in Karnataka during the first half of 20"
century, it extended to other coastal states later on due to availability of cashew, cheap and
skilled labour, market linkage and above all due to the initiatives of a few entrepreneurs.
Cashew processing reached Orissa mainly through the entrepreneurs in this sector in the
neighbouring State of Andhra Pradesh. The growth of the cashew industries in Orissa
centered around Koraput, Ganjam and Gajapati districts, which are bordering to Andhra
Pradesh.

5.2 Cashew Processing in India as well as Orissa, continues with its traditional manual
operations. Processing is of course a separate economic activity than the plantation of
cashew nuts. In fact, processing is an industrial activity mainly taken up by the entrepreneurs
who procure the nuts from the growers through traders and process it. Cashew processing
involves Cleaning, Soaking, Roasting, Shelling, Separation, Drying, Peeling, Grading,
Packing and Marketing. Though mechanization is introduced in Cashew Processing,
complete mechanized or automatic processing is yet to be established. Availability of skilled
and cheap labour in India and better quality of Kernel under manual processing with
minimum cost, limits the scope for extensive mechanization in the cashew processing.
Therefore, a majority of the processing work is done through manual labbour. Factories in
general have mechanization in roasting / boiling and packing. Predominance of manual
labour continues in the processes like shelling, peeling and grading. Different stages of
cashew processing are described as below:

Procuring

5.3 After harvesting from the plant, cashew nuts are separated from the apple and sold to
the traders or processors who bring them to the processing factories. Usually, around ninety
per cent of raw nuts are purchased from traders and the rest ten per cent are bought from the
farmers. During the initial harvest months i.e. March / April, price of nuts remain slightly low
i.e. between Rs.28 and 35 and after that, it slightly shoots up. This is so because initially the
nuts contain more moisture and weigh more and gradually it dries up. Again, cashew harvest
lasts for a couple of months and usually the price remains low during harvest when it is
available with the farmers. Once the harvest is over and the traders take control of the stock
they start regulating the price and it slowly shoots up. The price of nuts however remains
volatile and fetch the price that prevails on that day. There is no price difference according to
size of nuts. This is because grading of raw nuts is not done and all sizes of cashew nuts are
mixed and sold by the growers. Since the local nuts are available only for a couple of months
after the harvest, the processing units try to procure most of their requirement during this
period. Procuring a stock for the entire year involves a huge amount of investment also it
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requires ample storage space. In view of this, the processors maintain stocks adequate for at
least three months of processing. Apart from that, the traders also procure raw nuts and
supply the same to the processors throughout the year.

Cleaning

54  Raw cashew nuts soon after reaching the processing units are cleaned from foreign
particles like sand, stones, dried leaves and cashew apples. For cleaning the raw nuts, it is
generally sieved by hand using 3-4 inch mesh sieve. Male labour are usually employed for
this work. Then the nuts are sun dried for a day or two till the moisture level comes to almost
nil and stacked in a low moisture storing place.

Soaking

5.5  Raw cashew nuts are generally soaked in water to avoid scorching while roasting /
boiling. Soaking is done by placing raw nuts in 40-45 gallon drum or vat filled with water.
After 10 minutes, water is drained via the plug at the bottom of the drum. The nuts are then
left for 4-5 hours to get the moisture absorbed from the water particles on the surface of the
Shell. The process, based on requirements is repeated until raw nuts have moisture content at
the recommended level of below 10 per cent. This item of work is also carried out by male
labour.

Roasting

5.6  Cashew kernels are extracted from the nuts by removing the shell of the nut. This is
done either by roasting or boiling the nuts and breaking the shell to extract the kernel from
inside the nut. Under roasting method the nuts are burnt which makes the shell brittle so that
it can be broken to extract the Kernel. Open Pan Roasting, Drum Roasting and Hot Oil Bath
Roasting are the 3 popular methods of roasting. Most of the medium and large factories
prefer Hot Oil Bath Roasting with better equipments for quality Kernel and optimum
extraction of Cashew Nut Shell Liquid (CNSL). Only male labour is deployed for roasting.
The procedure in case of each of these three methods of roasting is explained in the following
paragraphs. There are opinions that kernels extracted under roasting method are tastier than
the kernels extracted under boiling method. Further, storage or shelf life of kernels extracted
under roasting method is longer than the kernels extracted under boiling method. but the risk
involved in roasting method is chances of breaking the kernels while extracting is very high
thus it requires more skillful hands for removing the kernel from the roasted nuts. Again,
roasting of kernels emit obnoxious smoke and thus invite objections from the residential
areas in the vicinity. Of late, the Pollution Control Board has stopped permits for establishing
cashew processing units under roasting method. The existing units also slowly switch over to
boiling method where such smoke is emission is not there.

Open Pan Roasting

5.7  Mild Steel Pans of 60 cm in diameter are generally used in small units. This is kept on

ordinary earthen fireplace. Small quantity of raw nuts are kept, heated and constantly stirred
till Cashew Nuts Shell Liquid (CNSL) starts to exude and then ignites. The process produces
long flames and thick black smoke. After couple of minutes, the pan is dowsed and the
charred, swollen and brittle nuts are ready for shelling on moisture evaporation.
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Drum Roasting

5.8  In this method raw cashew nuts are fed to a rotating drum kept over fire. A light
horizontal slope in the mounting of the drum ensures the downward movement of the roasted
nuts through the drum. The drum will have numerous pierced small wholes through which
fire touches the raw nuts and the smoke generated is led out through a hood and chimney. In
improved versions, the heat from the burning CNSL is also harnessed to roast the nut, thereby
reducing fuel cost. Generally, such roasters also contain helical screw, which moves the
burning nuts at a controlled rate.

Hot Oil Method

5.9 Oil bearing raw nuts, when immersed in hot CNSL, will let loose its oil, thus, adding
to the oil in the container. In this process, conditioning of the raw nuts for roasting becomes
sensitive. The equipments required in this method are simple such as an iron tank consisting
heated CNSL to a temperature of 180° — 190°C by a furnace and a wire basket to immerse the
raw nuts in the tanks. The depth of the basket should be sufficient so that the rim remains
well above the oil during the roasting. Immersion time can range from one and half a minute
to four minutes based on requirements. In such methods about 50 per cent of the CNSL is
extracted. By overheating to 200°C, polymerization of the CNSL can take place and therefore
temperature is controlled through careful and continuous firing to meet the required level.
The tank is cleaned before use.

Shelling
(a) Manual Shelling

5.10  Shelling of cashew nuts is a skilled manual job. In India, this job is mainly done by
women labourers. Manual skilled labour is mainly employed in roast method of cashew
processing. In the manual shelling process, roasted nut shells are placed on a flat and hard
stone or piece of wood and skillfully cracked with a wooden mallet. A skilled sheller can
crack on an average 10 nuts per minute, or 600 nuts per hour and 4,800 nuts during 8 working
hours, approximately 8 - 10 kg. per day. Expert shellers can increase the quantity up to 12 kg
in a day. Further, breakage of kernels by a skilled labour is very less; around 10 per cent as
compared to 25-30 per cent by the unskilled labourers. As CNSL from the roasted cashew
nuts has burning effect on skin, hand gloves are generally recommended and currently
insisted for their use. Earlier, women belonging to lower caste were taking up this job.
Presently with improved working conditions and better wages, women belonging to lower
income strata take up the job irrespective of caste.

(b) Mechanical Shelling

5.11 A pair of knives each shaped in the contour of half a nut is used to cut the oil roasted /
boiled raw nuts. A worker standing on his feet operates the knife through a paddle and a
chain. Average shelling can be at 12 KG kernel per day for a worker. A rotatory paddle
projects the shells against the solid cashing and the impact cut over the shell without breaking
the kernel. Under this method, all sizes of nuts can be processed with suitable grading, say 3
or 4 groups based on their size. Outcome of whole-kernel under this process is around 75 per
cent. Mechanical shelling is widely used in boiling method of cashew processing, whereas
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majority of the shelling operations under roasting methods still continue under manual
processing with the participation of female labour.

Separation

5.12  After shelling, kernels are separated from the broken ones. Often blowers and
shakers are used to separate the lighter shell pieces from kernels. Small pieces of kernel
sticking to the shell are separated manually.

Pre-grading

5.13  Pre-grading is done before or after drying the kernels. This reduces the work involved
at the stage of final grading. Pre-grading also can be done mechanically when large quantity
is available. At pre-grading whole ones are separated from the broken ones and often, whole
kernels are also graded based on their size to meet the recommended International Trade
Standards.

Drying

5.14 To separate the testa, the brown cover on the kernel, the shell is dried in scientific
manner in a hot chamber. This also helps in reducing the moisture to the recommended level
of 3 per cent and to protect them from the attack of fungus and pest. During monsoon and
humid days drying takes a long time. Therefore, the roasting and shelling process have to be
scheduled to adjust with the long time required for drying. Artificial drying in a hot chamber
is done by all large processors. Only a few small processors opt for sun drying, which has
high risk for contaminated with sand, dust particles, etc. Also hot sun may not be available all
the days especially during the four monsoon months, which are the peak season for cashew
processing. Drying through hot chambers generally takes 6—8 hours; temperature is regulated
at 70°C. The cashew shells after shelling the nuts are used as fuel for heating the hot chamber.
A uniform temperature is required to avoid under drying or scorching the nuts. Generally,
tray dryers, drying rooms and moving trawlers are used in this activity. At the drying stage,
utmost hygiene is ensured to avoid insect infestation. After drying, peeling is attempted
quickly when the kernels are still at the bristle stage. Both male and female labour participate
in the above process.

Peeling

5.15 When kernels are at the brittle stage, testa attached to the kernel will be loosely
connected and it is easy to peel off from the nut. Manual peeling is done by gentle rubbing
the kernel with fingers or a small knife or a bamboo split. However, those parts sticking to
the kernel are detached carefully by skilled labour. A skilled labour can peel on an average
12-15 kg. kernels per day. Only female labourers carry out this job. Mechanised peeling
includes air blasting, suction, a freezing operation and a system of rubber rollers. Compared
to manual peeling, mechanized peeling has low efficiency due to the difficulty in removing
the sticking testa and incidence of breakage can be as high as 30 per cent.

Grading

5.16 Grading ensures quality control of the kernels. Most of the grading is carried out by
skilled female labour. A few mechanical grading aids are also available. However, their use

33



has limitations. Power driven rotary sieves and outwardly rotating rubber rollers aligned at
driving angle are often used for grading. For Export purpose, grading is done strictly to meet
the recommended international quality standards. The main grades of cashew kernel are as
follow :

. White Wholes, which are subdivided into counts
I WW 180 - King of cashew, large in size and very expensive
2 WW200/210 - Popularly known as jumbo nuts
3 WwW220/240 - Attractive grade and reasonably priced
4 WW300/320 - Most popular and largely available
S5 WWwW400/520 - Small and Cheap
.6 WW500/520 - Smallest and Cheapest white whole kernel
il. Butts - Wholes with small pieces chipped off
iii. White Splits - Kernel Halves
v. LWP Size - Large white pieces of size lower than 60 mm
V. SWP - Small white pieces of size lower than 40 mm

Vi. Scorched Grade

Showing discolourtion due to over roasting
Rehumidification

5.17 Through rehumidification, moisture content of kernels is raised to 5 per cent. The
kernels can be made less fragile, thus, minimising chances of breakage through handling and
transportation. In humid climate, kernels absorb enough moisture during peeling and grading
and rehumidification can be avoided after careful assessment.

Packing

5.18  As per International standards, cashew kernels need to be packed into airtight tins of 8
kg each. Standard tins are supplied by manufacturers. Large cashew processors have their
own tin factories. As it involves sizeable investment, small cashew processor purchase tins
from suppliers. After filling and weighing, the air from the tin is removed and instead an inert
gas, often Carbon Dioxide (CO,), is filled in. Carbon Dioxide prevents survival of any
leaving organism in the tin. As CO; is soluble in Cashew Oil, it takes form of a solution after
sealing the tin. This causes a decrease in inside pressure and tin is drawn inwardly from both
top and bottom and kernels are held tight inside the tin preventing movement and breakage.
Carbon Dioxide, being a heavy gas causes upward displacement of air and will remain in the
tin after the filling process.

5.19 The air in the tin is pushed out by feeding in CO, through a small whole at the bottom
of the tin. When all the air is replaced through a small whole at the top of the tin, wholes are
sealed first at the bottom and then at the top. This ensures proper filling in of the inert gas
and replacement of air from the tin. A large machine can fill 6 tins at a time, creating vacuum
in each and then filling with inert gas. Packing is mostly done by male workers.

Infestation
5.20 A good processor takes utmost care to avoid incidence of infestation so at to keep up

the faith and reputation of the Company by meeting international stipulated standards. At all
the above stages, direct involvement of both the skilled and unskilled labour and the
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supervisor are required to maintain quality and to minimize production losses. Both male and
female labourers are employed in supervision and administration.

Economics of Cashew Processing

521 At the time of the field study, there were 29 cashew processing units in Koraput
district, of which 26 were in operation. The remaining three units were closed down due to
personal problems of the owners. The detailed list of the cashew processing units in Koraput
district is indicated in the Annexure 5.1. For studying the economics of the cashew
processing units, data on cost and benefits were collected from 5 randomly selected cashew
units concentrated around Jaipur (3) and Borigumma (2). Based on the processing capacity,
ability to procure raw materials and employment of labour, management efficiency in selling
the processed outputs cashew processing units can be broadly classified into three categories
i.e. Small, Medium and Large Units. Large units generally employ more than 800 labourers,
Medium units employ 400 - 800 labourers; and Small units employ less than 400 labourers.
Capacity of a cashew factory is also assessed in terms of the number of bags of raw cashew
being processed in a day. A bag of raw cashew weighs 80 kg. In full capacity, a large factory
can process around 100 bags a day. However, for the sample units it ranged from 13 to 83
bags in a day. In normal working days, a factory worked for an average 8 hours per day. The
sample units were working on an average 287 days in a year. However, two sample units had
reported working days of 300 per annum. The operation period generally depends on
availability of labour, stock of raw cashew for processing and of course the demand for the
produce. Since cashew kernels have a limited shelf life of about three months, the processing
units were generally processing only after confirmation of an order for a particular quantity of
kernel.

5.22  For studying the economics of production, data on both cost and return components
involved in cashew processing were collected from the sample processing units and analysed.
The costs incurred and returns realised by the sample units during the last 3-year period,
2003-04, 2004-05 and 2005-06 were collected from factory’s Books of Accounts and also
through interacting with responsible persons involved in various stages of the cashew
processing. Both costs and returns were brought to reference year’s price i.e. 2005-06, with
suitable price indices. Details of the same are given in the following paragraphs.

Cost Components

5.23 Cashew processing is a cost intensive industrial activity. The investment cost of
sample cashew processing units involved the use of various types of plants and machineries,
which were purchased mainly from Andhra Pradesh and Karnataka. A few entrepreneurs
locally manufactured some of the equipments like boiling tank, hot chamber, etc. with the
help of local technicians. The cost of such equipments was much lower than the branded
ones. Further, small size machineries are not easily available in the market. Hence, the
entrepreneurs manufacture them according to the scale of the processing unit. However, the
locally manufactured machineries are often observed to be not as efficient as the branded
ones. The average investment cost of the sample cashew processing units at the reference
year price is presented in the Table 5.1.
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Table 5.1 : Investment Cost of Sample Cashew Processing Units
(Rs. in Lakh)

SI. No. | Particualrs Amount
1 Land (one acre) 3.32 (6.1)
2 Building & Factory
a Packing House 2.50
b Grading House 2.94
c Peeling House 2.39
d Cooling House 2.33
e Office including Security 2.97
f Cashew nuts Store (for 250 mt) 4.40
g Packing Material Store 1.91
h Product Store 1.92
1 Borewell 0.56
] CC Roofing with Iron Angulars 0.88
k Total Building and Factory 22.80 (41.5)
3 Machinery and Equipment
a LPG Boiler 2.65
b Water Softner 2.25
c Stem Piping from Boiler to Cooker 1.05
d Cashew cooking vessels 1.35
e Cashew cutting Machines 1.60
f Cashew cutting Tables 2.85
g Boiler Section Machine including Heat Exchanger with 11.60

Chimney and insulation, HP motor, Blower, Trolleys,
Aluminium Perforated Sheets, etc.
h Humidification Section 2.68
1 Packing Section 2.77
j Total Machinery and Equipment 28.80 (52.4)
4 Total Investment Cost 54.92 (100)

Note : The average processing capacity of the units = 818 tons per annum
Figures in brackets represent percentage to Total Investment Cost.

524 The investment cost of the processing units comprised of three major cost
components, i.e. land, building & factory, plants & machineries. The value of the land was
estimated on the basis of its prevailing market price. The factory and building of the
processing units consisted of separate stores for raw cashew nuts, cashew kernel, packing
material, etc. Two of the sample units had constructed separate floors for different activities.
The shelling and peeling were done on one floor and peeled nuts were graded and packed in
different floor. Some other units had constructed halls with separate area and elevations for
different activities. In all the sample units the processing was done in a very hygienic manner
so as to maintain the quality aspect. The average investment on factory and building for the
sample units amounted to Rs.22.80 lakh. However there was variation among the sample
units. The highest investment on the same was Rs.32.00 lakh whereas the lowest investment
was Rs.20.00 lakh.

5.25 The machinery in the sample processing units included LPG boiler as the units were
following the steam boiling method of processing. Several other machineries like water
softner, stem piping from boiler to cooker, etc. were also used by the units. The cashew
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cutting machines were usually a spring cutter with a pedal mounted on tables. All the sample
units had their own packing section where the cashew kernel was packed in tinned packs of
10 kg. each. The average cost of machinery and equipment for the sample units amounted to
Rs.28.80 lakh. The actual cost of the units, however, varied in the range of Rs.18 lakh to
Rs.45 lakh for the sample units. The average investment cost of the sample units was
Rs.54.92 lakh. The cost varied between Rs.41.60 lakh and Rs.82.00 lakh.

Operating Cost

526 The major items of operating cost in case of the sample cashew processing units
included the cost of raw materials, transportation of the same to the processing units, salaries
of the administrative / maintenance staff, labour charges, expenses on packing materials,
electricity charges, sales tax, depreciation, etc. The miscellaneous cost included various types
of hidden cost associated with the processing units and other incidental expenditure. The
operation cost of the sample cashew units is indicated in the Table 5.2.

Table 5.2 : Cost of Operation of Sample Cashew Processing Units

(Rs. lakh)
SI. No. | Particulars Average Cost Range
Minimum | Maximum
1 Raw Cashew Nuts 286.30 (74.1) 105.00 700.60
2 Transportation 8.18 (2.1) 3.00 20.00
3 Salary of Administration / 2.52(0.6) 0.90 4.50
Maintenance Staff
4 Labour Charges 59.97 (15.5) 22.02 140.60
5 Electricity 1.74 (0.6) 0.62 3.98
6 Packing 1.96 (0.5) 0.72 4.80
7 Maintenance of Machinery 1.44 (0.4) 0.95 2.25
8 Maintenance of Plant 1.14 (0.3) 1.00 2.25
9 Sales Tax @ 4 per cent 16.66 (4.3) 6.11 40.76
10 Miscellaneous 6.24 (1.6) 2.29 15.25
11 Total Operation Cost 386.15 (100) 142.61 934.39

Note : The average processing capacity of the sample units was 8.18 tons per annum.
Figures in brackets represent percentage to Total Investment Cost.

5.27 The operation cost for the sample cashew processing units was calculated on the basis
of their processing capacity. The annual processing of the units varied between 300 MT to
2000 MT. The average annual processing of the sample processing units was about 8§18 MT.
The units run abut eight to ten months in a year depending on the availability of raw nuts,
labour and market for kernels. The average working period of the sample units was estimated
to be 287 days per annum. Again, depending on the availability of labour and raw nuts the
units process a particular volume in a day. The average processing of nuts by the sample units
was calculated at 35 bags of 80 kg per day. The average daily quantity of processing ranged
between 13 bags to 83 bags for the sample units.

i. Raw Cashew Nuts

5.28 The processing units were procuring the raw cashew nuts from various sources at a
rate ranging between Rs.30 and Rs. 45 per kg. Three of the sample cashew processing units
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were holding the import licenses and were importing raw cashew nuts from African countries
like Guatemala, Zambia, Ivory Coast, etc. The imports were being made through the agents in
Vishakhapatnam in Andhra Pradesh. The other two processing units were procuring cashew
nuts from neighbouring states of Andhra Pradesh and Chattisgarh, apart from procuring the
same from the local areas. The big units had better bargaining power and enjoyed the
economies of scale. They were getting the raw cashew nuts at Rs.33 per kg. The average
price of raw cashew nuts for the sample units was Rs.35 per kg. The price of the locally
produced cashew nuts was often influenced by the price and availability of imported ones. As
a large portion of the raw cashew nuts collected are marketed in bulk quantity by established
traders having hoarding capacity, they also take advantages of the prevailing market situation.

ii. Transportation

5.29 Raw cashew nuts are voluminous and heavy. They are also collected from hinterlands
generally far away from the processing units. Often the processing units collect nuts from
outside the district and even from neighbouring states. The processing units on their own
initiatives try to collect quality raw nuts and at low price. Often the units arrange for
transportation of the raw nuts procured by them. Traders, since have an edge over the
processing units in bargain, often transfer the transportation charges to the processing units.
Some times the transportation charges of kernels are also borne by the units. All the
processing units have their own trucks, which they use for transportation at nearby places. On
the basis of the primary data collected from the sample processing units and traders it was
assessed that the transportation charges would be One Rupee per kg. of nuts, on an average.
This was considered for estimating the Financial Rate of Return (FRR) of the sample
processing units.

iii. Salaries

5.30 The processing units had employed several people for managing various processes,
supervision, machine operation, caretaker, etc. The sample units employed 8 persons on an
average for handling these activities. There was however variations among the units, as one
unit had employed only 3 persons where as another had employed 15 persons. The salaries of
these persons varied in the range of Rs.2,000 to Rs.3,500 per month, with the average salary
per employee being Rs.2,625.

iv. Labour Charges

5.31 The labour charges constituted another major item of the expenditure of the sample
processing units. The average number of labour employed by the sample units was 389 per
day. The actual employment varied between 143 and 913 in one day. The wage earned by the
workers ranged between Rs.50 to Rs.70 in a day. Wages are normally paid according to the
quantity of processing by a particular labour. Skilled works can process up to 12 — 14 kg in a
day. Further, wage rate ranges between Rs.5 and Rs.6 for one kg for different activities like
shelling, peeling, etc. The labourers engaged in peeling were getting a little higher wage
(Re.1.00 per kg more) than the labour engaged in shelling. This was due to the fact that
peeling requires better skill, as any breakage of nuts would reduce its grade and finally its
price. The number of skilled workers in the sample units was relatively less. One develops
the skill in cashew processing after continuously working for three four years. Some of the
units are new, two or three years since establishment. Again, the young girls who work in
cashew factories move to other places after marriage. It was observed during the field visits
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to the sample units that only about twenty per cent workers were adequately skilled. The
average wage per day for the daily workers was calculated at Rs.55 approximately.

v. Electricity Charges

5.32  The electricity charges of the sample units amounted to Rs.1.74 lakh per annum. The
actual electricity charges varied between Rs.0.62 lakh to Rs.3.98 lakh. Since the units mostly
use the cashew shells as fuel for boiling and heating, electricity is not at all used for most of
the processing work. It is mainly used for lights, fans, running the motor attached to the tube
wells, etc. The automated hot chambers in large units however were using electric heaters.

vi. Packing

5.33 The cashew kernels were packed in tins of 10 kg. each. Three of the units had their
own packing units whereas two of them were procuring tins from outside. The average
packing cost of one tin of cashew kernel was calculated at Rs.10. The average packing cost
was Rs.1.96 lakh. The actual cost varied in the range of Rs. 0.72 lakh to Rs. 4.80 lakh for the
sample units.

vi. Sales Tax

5.34 The sample cashew processors were paying sales tax at the rate of 4 per cent of the
cashew kernel sold. The average tax amount paid by the sample units was Rs.16.67 lakh,
whereas the lowest amount paid was Rs.6.11 lakh and highest amount paid was Rs.40.76
lakh.

vii. Miscellaneous Expenditure

5.35 The miscellaneous expenditure incurred by the sample units included various hidden
costs associated with the processing activity and the incidental expenditure at various stages
of operations like insurance, cess, charities, etc. The average miscellaneous expenditure was
Rs.6.24 lakh and the actual expenditure varied between Rs.2.29 lakh to Rs.15.25 lakh.

ix. Maintenance of Building and Machinery

5.36  The maintenance of building and machinery was calculated at 5 per cent of their cost.
The average annual maintenance expenditure on building was Rs.1.14 lakh and machinery
was Rs.1.44 lakh respectively.

5.37 The total operation cost of the sample units was Rs.386.15 lakh. The operation cost of
the smallest unit was Rs.142.61 lakh whereas the same for the largest unit was Rs.934.39
lakh. The cost of raw materials constituted around 74 per cent of the overall cost of
production. The labour charges accounted for 16 per cent of the cost of operation. The other
major item of cost was the sales tax, which was imposed at the rate of 4 per cent of the sales
proceeds.

Returns

5.38 The proceeds from the cashew kernels constitute the major component in benefit /
income stream. Kernels were sold within Indian Market. Though one processing unit had an
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export license, it had not started exporting the cashew nuts directly. The cashew nut shells are
the other item which are sold by the processing units. The shells were used by the Cashew
Nut Shell Oil producing units. One such unit was operating in the district.

5.39 Though the testa or the bran, shell residue and often the shell ashes can be sold, the
units generally were not taking up value addition of these items as a part of their regular
income. Sometimes, periodical sales are done with the purpose of cleaning the factory
premises. In such cases, workers themselves purchase these products at nominal price. As
sale receipts are small, sometimes it is used for the welfare of the workers and other staff
within the factory.

Sales Proceeds

540 The processing of cashew nuts yields around 30 per cent of the kernel, out of which
80 per cent is yielded as dried kernel. The average price of the kernels vary from Rs.27,000
per quintal to Rs.16,000 per quintal. The average annual capacity utilization of the sample
cashew processing units was 818 mt. of raw cashew nuts. The average annual production of
dried cashew kernels in the sample units was (8180 qu x 0.30 x 0.80 ) 1963.20 qu. The
details of the quantity of each category of kernel along with its price and the total sales
proceeds is indicated in Table 5. 3.

Table 5.3 : Average Sales Proceeds of Sample Cashew Processing Units

SI. | Variety Proportion Quantity Rate per | Sales Proceeds
No. (%) Produced (qu.) (Rs./qu.) (Rs. Lakh)
1 WW 180 5 98.16 27000 26.50
2 WW 200/210 20 392.64 24000 94.23
3 WW 220 /240 14 274.85 23000 63.21
4 WW 300 /320 15 294.48 22000 64.79
5 White Splits 20 353.38 20000 70.69
6 Butts 14 314.11 19000 59.68
7 LWP 12 235.58 16000 37.69
Total 100 1963.20 21230 416.79

541 The percentage of yield of cashew kernel as indicated in the Table 5.3 reveals that
around 20 per cent of the cashew kernel were WW 200 / 210 and white splits fetching a price
of Rs.24,000 and Rs.20,000 per quintal respectively. The WW 180 was only 5 per cent of the
total kernel and was sold at Rs.27,000 per quintal. WW180 otherwise known as the Jumbo
Nuts yield less mainly because the small size of nuts. Again, a majority of the large kernels
break during various stages of processing. Among the other varieties, WW 300 / 320 was of
15 per cent sold at a price of Rs.22,000 per quintal. The grades like WW 220 / 240 and Butts
were 14 per cent of the total kernel produced and were sold at Rs. 23000 and Rs.19,000 per
quintal respectively. The Large White Splits were 12 per cent of the kernel produced and
were sold at Rs.16,000 per quintal.

Sales proceeds from the cashew kernel
5.42  Among the various grades of cashew kernel, the highest sales proceeds was obtained

from the WW 200 / 210 (Rs.94.23 lakh), followed by White Splits (Rs.70.68 lakh), WW
300 / 320 (Rs.64.79 lakh), WW 220 / 240 (Rs.63.21 lakh), Butts (Rs.59.68 lakh), Splits (Rs.
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37.69 lakh) and WW 180 (Rs.26.50 lakh). The average sales proceeds from the cashew kernel
for the sample units was Rs.416.79 lakh per annum. However, there was variation among the

firms depending on their quantum of cashew nuts processed, with the lowest being Rs.168.57
lakh and highest being Rs.954.95 lakh.

Sales Proceeds from Cashew Nut Shell

5.43  Another byproduct of the cashew nuts processing is the cashew nut shell. The
processing units were using 20 per cent of the shells as fuel for boiling and drying purpose.
The rest 80 per cent were sold at the rate of @ Rs. 2 per kg. to CNSL units. The average
sales proceeds from the sell of cashew nut shells by the sample processing units was Rs.9.16
lakh per annum. The minimum was Rs.3.36 lakh and maximum was Rs.22.40 lakh.

Incremental Income and Net Return

5.44 The processing units expressed the opinion that in their initial years of establishment,
the capacity utilization was 60 per cent in the first year, 70 per cent in the second year and 80
per cent from the third year onwards. Uncertainty, low risk bearing capacity, huge capital
investment, inadequate skilled labourers and new entrants into the cashew processing sector
were the reasons for which the units were not able to achieve capacity utilization. In fact, the
processing activity depends on the orders for kernel from traders and the availability of
labour. All the factories had provided wage plus facilities to the workers like free
conveyance, bonus or incentives to the labourers, during festive occasions like Makar
Sankranti, rest shed, fan, music, first aid, over night stay arrangements in case of necessity,
etc.

5.45 The calculation of Financial Rate of Return (FRR) of a cashew processing unit is
based on the average costs and returns of the sample processing units in Koraput district. It is
assumed that the unit operated at 60 per cent of the installed capacity in the first year, at 70
per cent in the second year and 80 per cent from 3™ year onwards. The estimations of returns
of the processing units in the previous paragraphs represent at saturated level of processing
i.e. 80 per cent of capacity utilization. The economic life of the unit has been taken as ten
years. The FRR has been estimated to be 147 per cent (Table 5.4). The average net profit for
the sample processing units was negative during the first year of operation due to the huge
amount of investment made in the fixed costs and also the units operating at 60 per cent of
their capacity. From the second year onwards, the net profit was positive. It was Rs.34.82
lakh in the second year and Rs.39.79 lakh from 3™ to 9" year. In the tenth year, due to the
addition of the salvage value of the factory and building, the net profit increased to Rs.47.79
lakh. Cashew processing units bring in all the costs in two years and start reaping net profit,
which indicates the strong economic viability of the sector.

Table 5.4 : Incremental Income and Rate of Return of the Sample Processing Units

(Rs. Lakh)

SI. No. | Particulars 1% Yr. 2"Yr, | 3“-9"Yr, | 10" Yr.

1 Capital Cost 54.92 0 0 0

2 Operation Cost 289.62 337.89 386.16 386.16

3 Total Cost (Row 1+2) 344.54 337.89 386.16 386.16

4 Sales Proceeds from Cashew | 312.59 364.69 416.79 416.79

kernel
5 Sales proceeds from Cashew nut 6.87 8.02 9.16 9.16
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shell

6 Salvage Value of Land & 0 0 0 8.00
Building

7 Total Sales Proceeds 319.46 372.71 425.95 433.95
(Row 4+5+6)

8 Net Returns (Row 7-4) - 25.08 34.82 39.79 47.79

9 FRR > 147 %

Break Even Analysis

5.46 For a micro analysis, we can estimate that the processing units are earning average net
income of Rs.389 from processing of one bag (80 kg) of cashew nuts (Rs.39.79 lakh for 818
tons of raw cashew. This is however inclusive of interests paid to the investment costs and
working capital. Alternatively, the total expenditure for processing and the income from the
proceeds of one bag (80 kg.) cashew profitability of the cashew processing activity is
attempted in the Table 5.6.

Table 5.6 : Cost Structure of Processing One Bag (80 Kg) of Raw Cashew Nuts

(In Rs.)
SL Cost Components Amount % of
No. Cost

1 Raw Cashew Nuts 2800 74
2 Transportation 80 2
3 Salaries 25 <1
4 Labour Charges 587 16
5 Packing Materials 19 <1
6 Electricity Charges 17 <1
7 Misc. Expenditure 61 2
8 Maintenance 25 <1
9 Sales Tax 163 4
10 Total Operating cost 3777 100
11 Depreciation of Building and Machinery 25
12 Interest on Working capital 25
13 Interest on term loan 27
14 Total Processing Cost 3854
15 Sales Proceeds of Cashew Kernel 4076
16 Sales Proceeds from Cashew Shell 90
17 Total Sales Proceeds 4166
18 Net Value Addition 312

5.47 From Table 5.6, it may be observed that the operating cost for processing one bag (80
kg.) of raw cashew amounts to Rs.3,777 for the sample units. The cost of depreciation at the
rate of 5 per cent of plant and machinery was also taken into consideration. Further, the
interest on term loan @ of 12.5 per cent and working capital @ 20 per cent was added to the
overall processing cost. The sample units were borrowing capital from various informal
sources by paying an interest rate of 18 to 24 per cent. Sometimes, the processors were
borrowing for one to two weeks so as to meet the immediate processing needs. The rate of
interest at such times was much higher than 20 per cent. The average cost for processing one
bag of cashew nut estimated to be Rs.3,854.
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5.48 As against this, the sales receipts realized by the sell of cashew kernel from raw
cashew nuts of 80 kg. amounts to Rs.4,076. The shells of cashew nuts earn Rs.90. Hence, the
total receipts from processing of 80 kg. of raw cashew nuts amounts to Rs.4,166. The value
addition per bag of raw cashew nuts thus amounts to Rs.312, which is 8 per cent of the
operating cost. The input-output ratio comes to 1 : 1.08.

5.49  On the basis of the estimated net profit from cashew processing at Rs.312 per bag the
Break Even volume for the sample cashew processing units was calculated by using the
following formula :

Break Even Volume = Total Fixed Cost/ Net Profit per bag of 80 kg. each
=54,92,000 /312 = 17,603 bags of 80 kg. each
No. of Working days required to achieve the Break Even Volume of output =
Break Even Voulme / No. of bags processed per day
=17603 /35 =503 days

Thus, the sample cashew processing units could break even by processing on an average
17,603 bags of raw cashew nuts in 503 days. Since the units operate on an average for 287
days in a year, the unit can break even in the second year.

5.50 The cashew processing units have introduced better professionalism into their
management. These units extended benefits to their employees and provided employment
opportunities for almost ten months in a year. There is better work environment as the
workers are provided with shade and sheds for taking up the job, unlike in agricultural
operations. The units have provided fans and music systems inside the factory so that the
workers would not feel fatigued. Free conveyance to commute to and fro to the factories is
also arranged by the processing units as the tribal ladies hesitate to come to the factories on
their own. Payments of wages are made weekly, the day before the weekly haat in the
locality. The prevailing wage rate for the agricultural labour in the area was Rs.35 to Rs.50
per day. But the women employed in cashew processing factories were earning Rs.50 to
Rs.70 per day on an average. This coupled with the better working atmosphere encourages
the ladies to work in these units. Agricultural work lasts for 30 to 40 day in the district. Those
who have agricultural land and want to work for agriculture during the prime farming season,
take leave from the cashew units and attend to the agriculture work.

Employment Generation
5.51 The sample cashew processing units employed labour in shelling, peeling and grading
at an approximate ratio of 3:2:1. In order to estimate the employment generation in cashew

processing sector the labour required for the above activities for processing one bag of raw
cashew has been worked out in Table 5.5.
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Table 5. 5 : Employment Generation in Cashew Processing
(No. per processing of one bag of nuts)

SI. No. | Activity Male Female Total
1 Boiling 2 2
2 Shelling 4 4
3 Peeling 3 3
4 Grading 1 1
5 Adm. & Others 1 - 1
Total 2 9 11

5.52 It may be observed from Table 5.5 that on an average 11 labourers are required for
processing one bag of raw cashew nut to the marketable stage. Among them, 9 are females
and remaining 2 are males. Various support services are required for optimizing local
production and for perfecting the processing along with improved market skill for raw
cashew procurement from International Market.

Interface with the Labourers working in Cashew Processing Units

During the course of the field visit, interaction were held with 25 labourers (5 male
and 20 female) working in the sample cashew processing units. The male labourers
were engaged in roasting and drying activities, whereas the female labourers were
engaged in shelling, peeling and grading activities. The female labourers mostly
tribals, preferred to work in the cashew processing factories mainly on account of
the following reasons :

e The work in the factories involved lesser physical labour in comparison to
agricultural and other types of labour like construction work.

e The wage given by the cashew nuts factories was much higher than the wage
paid for agricultural labour. The payment in case of former was Rs.50 to
Rs.70 per day in comparison to Rs.35 to Rs.50 per day in case of the latter.

e The units provide free conveyance to the labourers to commute from the
villages to factories and back home at the end of the day. In case of other
jobs, they have to either walk a long distance or pay for the travel.

e Cashew processing provides them employment almost through out the year
whereas in other sectors employment is temporary and for a few days.

e The labourers also enjoyed to work in the processing units as there was a
relaxed atmosphere with music system playing in the background.

e The young girls and ladies sometimes showed interest to work in the
factories as their mother / sister / some family member was also working
there.

Cashew Nut Shell Liquid Qil Extraction

5.53  Cashew Nut Shell Liquid (CNSL) is a value added product to the by-product of
cashew nut processing. The cashew nuts in Koraput district are processed under the boiling
method, which keeps the oil content of the shell intact unlike the roasting method where the
oil content gets depleted. The CNSL extraction is a completely different process from cashew
nut processing and hence the unit is entirely a different processing unit. Koraput district was
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having one CNSL unit, which was in operation and another was under construction. During
the course of the field visit, the study team visited the CNSL unit ‘Janaki Krishna Industries’
in Jeypore. One of the proprietors (an M.Tech. from IIT, Mumbai) had designed the structure
and engineered the unit.

5.54 The unit was crushing about 16 tonnes of cashew shells every day, which was
producing about 3.10 tons of shell oil. The extraction of oil was about 19.4 per cent of the
cashew shells. In an ideal condition, the oil extraction can go up to 29 per cent. The oil is
mainly supplied to the traders in Kolkata at a price of Rs.15 per litre. Cashew shell cake is
another by product of the CNSL unit and was sold as a fuel. This was sold at Rs.60 per
quintal. The whole unit unlike the cashew-processing unit was run by electricity. The
monthly electricity charge was around Rs.30,000.

5.55 CNSL processing was done more mechanically because of its irritant effect and the
extraction as well as processing involves high temperature, boiling, drying, filtering, etc.
Therefore, involvement of labour unlike the cashew-processing unit was very less. Only 13
people were working in the unit. The details of labour employed and payments made to them
is indicted in the Table 5.7.

Table 5.7 : Labour Deployment in Cashew Nut Shell Liquid Unit

SI. No. | Type of Labour Number | Payment per Labour
(Rs.)
1 Skilled Labour 3 4500 per month
2 Unskilled Labour of which 10
a Male 6 75 per day
b Female 4 60 per day

5.56  Full utilization of capacity of the unit was not realized because CNSL processing is
new in the region and the scarcity of raw materials also affects the functioning of the unit.
Cashew processing units in Koraput district produced cashew shell of about 12500 tons in a
year and saleable shell with them was around 9000 MT. The CNSL unit can process upto
15000 tons of cashew nut shell in a year. However, since the unit was in the first year of
operation it was processing around 4800 tons of cashew shell. The unit was crushing about 16
tons of shells in a day. It was operating for about 300 days in a year. The unit was operating
for one shift of 8 hours a day and trying to scale up the processing capacity slowly. It is
estimated that the unit can process 6000 tonnes of shell in the second year and 8000 tonns of
shell third year as it is in growing stage. This may be its saturation level since one more
CNSL unit is coming up in the district.

Economics of the CNSL unit

5.57 The assessment of cost and returns of the unit reveals that the investment cost for the
establishment of the unit was approximately Rs.95 lakh. This included land, building,
machinery and two trucks for transportation of raw materials and finished produce. The
operating cost per annum amounted to Rs.109 lakh. The major items of the operating costs
were the cost of raw materials, electricity, packing material, labour payment, maintenance,
etc. The details of the cost of the CNSL unit are indicated in Table 5.8.
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Table 5.8 : Investment and Operating Costs of CNSL Unit

SI. No. | Particulars Amount
(in Rs. Lakh)
1. Investment Cost 95.00
a | Land 5.00
b | Building 25.00
¢ | Machinery 55.00
d | Vehicles 10.00
2. Operating Cost 109.00
a | Raw Materials 96.00
b | Electricity 3.60
¢ | Packing Materials 2.00
d | Wages of Labour 2.10
e | Salary of Permanent Staff 1.80
f | Maintenance & Others 3.50
3. Total Cost 204.00

5.58 The cost of raw material i.e. raw cashew shells constituted around 88 per cent of the
operating cost, followed by electricity and maintenance at 3 per cent each, wages (2 per cent),
and packing materials (2 per cent).

5.59 The gross receipts per annum from the unit was estimated to be Rs.141.41 lakh per
annum which comprised of Rs.139.68 lakh (98.78%) from sale of oil and Rs.1.80 lakh from
the sale of shell cake. The income over operating costs in the first year was Rs.32.41 lakh per
annum. In the subsequent years, the processing capacity of the unit is presumed to increase
and consequently income over operating costs to Rs.62.09 lakh in the second year and to
118.64 lakh third year onwards. The economic life of the unit is presumed to be ten years and
after that the unit can fetch salvage value of 10 per cent of the fixed costs. The financial Rate
of Return (FRR) of the unit was estimated to be 137 per cent, which makes the activity a
viable one. The details of the economics of the unit are presented in Table 5.9.
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Table 5.9 : Incremental Income and Rate of Return of the CNSL Unit
(Amount in Rs. lakh)

Particulars / Year 1yr 2yr 3-9yr | 10yr

COST FLOWS
Fixed Cost 95.00 0.00 0.00 0.00

Operating Costs
Shells - Volume Tons 4800 6000 8000 8000
Shells - Cost Rs.2000/ ton 96.00 120.00 | 160.00 | 160.00
Electricity Per annum 3.60 4.50 6.00 6.00
Packing Materials 2.00 3.00 4.00 4.00
Wages 2.10 3.00 4.00 4.00
Salary of Permanent Staff 1.80 2.50 3.00 3.00
Maintenance & Others 3.50 5.00 7.00 7.00
Total Operating Costs 109.00 138.00 184.00 | 184.00
Total Cost 204.00 138.00 | 184.00 | 184.00
INCOME FLOWS
Production of CNSL % 19.4 22 25 25
Production of CNSL Tons 931 1320 2000{ 2000
Income from sale of CNSL Rs.15000/ ton 139.68]  198.00 300.00[ 300.00y
Production of saleable Shell Cake % 60 58 55 55
Production of saleable Shell Cake tons 2880 3480 4400, 4400
Sale proceeds from Shell cake Rs.600/ton 1.73 2.09 2.64 2.64
Total Sales Proceeds 141.41] 200.09] 302.64| 302.64
Salvage Value of Fixed Costs 10% 0 0 0 9.50
Gross Receipts 141.41] 200.09] 302.64| 312.14
Net Income - 62.59 62.09 118.64] 128.14
FRR % 137

5.60 Thus the CNSL extraction has good scope in Koraput district and one more CNSL
unit was being established in the district at the time of the field visit. There is also scope for
processing of other by products of cashew such as cashew apple. However, any entrepreneur

in the district has not yet started processing the same in a commercial scale.

Risks in Cashew Processing

5.61

operation and the processing units took steps to mitigate most of them.

The cashew processing activity involved a number of risks at various stages of

* One such risk was related to the procurement of the raw cashew nuts. The stock of
raw cashew nuts had to be sufficient to run the units on a regular basis. The sample
units made all out efforts to keep adequate stock. The raw cashew nuts were
purchased at the time of harvest from the local market, procured from nearby districts
and states and were also imported.

* Second risk related to the day to day processing volume. The cashew processing
involved a number of sub processes which required prior planning. The raw cashew
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nuts have to be soaked in water over night, so that the processing can be done next
day. The supervisor / manager / owner of the unit had to ensure the availability of the
labour for the next day so as to make arrangement for soaking the requisite amount of
raw cashew nuts. Once the soaking is done, the supervisor / manager / owner had to
ensure the engagement of requisite number of labour to carry out the processing work
next morning. Any discrepancy / gap in these two process would result in huge loss
for the unit.

Third risk is associated with the cutting, shelling and peeling of cashew kernel. Any
lapse in any of these activities on the part of labourer would result in low grade kernel
and hence, fetch lesser price. To mitigate these risks, the experienced labourers,
mostly female, are engaged in these activities. The wage paid to them are relatively
higher than that paid to other labourers.

Fourth risk pertains to the storing of the cashew kernel. Any contact with moisture
would spoil the quality and pronounce heavy loss for the unit. The kernels are
generally stored in clean and dry place with sufficient protection and packed with
utmost care in tins to preserve their quality.
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CHAPTER - VI

MARKETING ASPECTS OF CASHEW

Cashew nuts production takes place mainly in the Central and South American Zone, Asia
and Oceanic Zone and African Zones. At present, there are 28 countries involved in the
production of cashew nuts. India is the largest producer of cashew accounting for around one
third of global cashew nut production. India is also the major player in the international trade
of cashew. The international trade on cashew involves trading of both raw cashew nuts as
well as cashew kernels and other processed produce like CNSL. In the global trade on cashew,
only 24 per cent consists of cashew kernel while 76 per cent consists of raw cashew nuts.

6.2  The American Zone consisting of USA and Canada is the major consumer, importing
over 50 per cent of the total cashew traded in the world. The consumption of cashew kernels
in East European region has recorded a decline of late. On the other hand, there has been a
steady increase in it in the West European countries. This gives an indication that European
markets still remain to be tapped by the cashew producing and exporting countries. A similar
trend is also seen in South East Asia, Far East and other Asiatic and Oceanic Zone where
there has been a 40 per cent increase in imports, giving rise to the hope that cashew exporting
countries can further expand their markets in such areas.

6.3 The Indian cashew sector caters to both the domestic as well as the international

market. The cashew supply chain of cashew nuts in the country is presented in the Flow
Chart given in Figure 6.1.

49



Figure 6.1 : Supply Chain of Cashew nuts in India

Cashew Supply Chain
Domestic Market International Market
Farmers / Lease Exporters in Cashew
holders Growing countries RAW
CASH
EW
Small Traders / Importers from India NUTS
Middlemen / Agents
Wholesalers Traders / Wholesalers
Processing Units
Wholesalers Wholesalers
CASH
¢ ¢ EW
KERN
Retailers Exporters ELS
Consumers Importers in Foreign
Countries

6.4  Cashew markets for both raw cashew as well as kernels is more or less controlled by
leaseholders / wholesalers who center around the supply chain in a coordinated and organized
fashion. The cashew growers seldom have any control over the market because of absolute
absence of coordination and integration among themselves. On the other hand, the processors
have a Cashew Processors’ Association at the national and local level in different cashew
processing zones in concerned states. The local Chapter, consisting of cashew processors in
the undivided Koraput Districts meets every month and discusses the issues, problems and
constraints regarding procurement of raw cashew and marketing kernels and related issues.
The Association at national level also meets at least once in a year and arranges for national
and international conferences to highlight various aspects of cashew. The situation varies
from state to state. In some states like Kerala and Tamil Nadu, the Association is more
organized and active in comparison to Orissa.
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Domestic market
Raw Cashew Nuts

6.5 The cashew cultivators in Orissa, having smallholdings under cashew crop, do not
enjoy much bargaining power in the raw cashew nut market. They are at the mercy of the
small traders and agents, who act on behalf of the large traders and sometimes processing
units also. In the absence of organized marketing channels in Koraput district, the farmers are
compelled to sell the produce to the traders who often offer lower prices for the nuts on the
ground of nuts being immature and soiled. The farm gate price offered by the traders is
usually Rs.2 to Rs.3 less than those offered by the processing units directly. Some farmers
residing within a distance of 10 — 15 km. sometimes come to the processing units and sell
directly.

6.6  In some cases the leaseholders of the forest land force the small farmers to sell their
produce to them. They hoard large quantity of cashew nuts and bargain with the processing
units. In some cases, the processing units purchase the raw cashew nuts from the farmers at
much cheaper rate through their agents. Because of lack of regulated market system for
cashew nuts trading, a handful of traders monopolise the cashew supply and price in the
district.

6.7  As per the data collected during the field study, only 10 per cent of the cashew nuts
processed, reaches the processing units directly from the farmers whereas nearly 90 per cent
reach through traders in different channels. The price generally shoots up from about Rs.30 in
month of April to Rs.45 and above in the month of May / June. Thereafter, it fluctuates
between Rs. 35-38 per kg. This rate is largely determined by the large wholesalers who hoard
cashew in huge stocks. The traders gain a margin of Rs.10 to Rs.15 per kg.

6.8  The cashew industries in the district have processing capacity upto 30 thousand MT
whereas the production of cashew nuts in the district is around one thousand MT. As per a
rough estimate based on the field level information, processing of one bag (80 kg) of cashew
fetches the entrepreneurs an average net return of Rs. 312 /-Thus the processing units try to
maximize the processing. Marketing of kernel is not a problem since the kernel traders from
all over the country are putting orders for Koraput cashew. Another major advantage of the
cashew processing units in Koraput district is that all of them were processing cashew by
using the steam boiling method. The roasting method, which was widely practiced in the
neighbouring Andhra Pradesh, has been gradually abandoned and banned because of the
environmental pollution. Therefore, the cashew nuts grown in neighbouring districts of
Andhra Pradesh are also processed in Koraput district.

6.9  The processing units in Koraput district procure raw cashew nuts both from the local
areas, neighbouring districts and also from neighbouring states like Chattisgarh, Andhra
Pradesh and other states like Maharashtra, Kerala and Pondichery. Nearly 10 processing units
in the district have import license and were importing raw cashew nuts. However none of
them were importing cashew nuts directly. The imports were coming through the agents
stationed at Vishakhapatnam, Mangalore, and Kochi ports.

6.10 There are wide price differences between local and imported varieties of nuts. The
local variety was offered a price in the range of Rs.25 to Rs. 45 per kg. The size, quality of
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the local variety was considered to be the best by the processing units as they were larger and
whiter. Next in the line comes the ‘out of state variety’, which was offered a price in the
range of Rs. 32 to Rs. 40 per kg. The imported variety of cashew nuts was offered the lowest
price in the range of Rs. 22 to Rs. 30 per kg. as it was considered to be the least preferable,
being small in size and producing scorched small sized kernel.

6.11 Though the policy framework for import of raw cashew does not give monopoly
rights to any particular agency or farm, there are several traders who coordinate or import the
cashew nuts directly. The processing units from Koraput had liaison with these traders. The
method of ascertaining the consignment was to sample test 30 per cent of the raw cashew
nuts for processing. If the outcome is below the requisite level, the price of nuts is reduced
proportionately.

6.12  The processing units usually keep the stock up to maximum period of three months.
The processing units admitted that keeping huge amount of stock blocks their capital. After
increase in opportunity for importing cashew nuts, the units have brought about a balance
between keeping huge stock and imports. Moreover, maximum stocking is done during the
harvesting season of March and May and used when the harvesting period is over. The
imports are resorted to during the later period when the local stock gets depleted.

Cashew Kernel

6.13  The cashew kernel is packed in tins of 10 kg. and sold to traders of Nasik, Nagpur,
Pune, Delhi, Raipur, Vishakhapatnam, etc. The traders sometimes contact the units or the
units themselves contact the wholesalers, retailers who purchase the kernel. Even though one
processing unit has the export license, it was not directly exporting the cashew kernel. The
units preferred to sell them to the traders who were selling it either in the Indian market or in
the international market. The cashew kernel was being transported through Chattisgarh and
Madhya Pradesh. The units had given their own brand name to the kernel. But no common
brand name like Palasa Cashew as developed in Palasa, Andhra Pradesh, has evolved so far.

6.14  Usually, after getting the order from the traders, the processors start processing the
cashew nuts and once or twice in a month the traders lift the produce from the factories. The
traders in turn supply the same to other parts of the country or export it to different countries.

INTERNATIONAL TRADE IN CASHEW

6.15 India, with cheap labour, has established a good number of processing industries, but
domestic production has been insufficient to meet the requirements of the country’s
processing capacity through hundreds of small and medium-scale processing outlets. A
majority of the units, at the all-India level were operating seasonally for a period of six to
seven months in a year, which was not economically viable. Keeping the labour force intact
was a big problem for the cashew processing units. In the absence of continuity of processing
activity; a majority of them were migrating to other urban sectors. Therefore, import of
cashew was resorted to in order to run the units at least ten months in a year. International
trade in raw cashew nuts has traditionally involved shipments from East Africa to India. The
imports of raw cashew from East Africa generally took place from December to May, which
complemented the national harvest. This enabled Indian processors to operate over a
prolonged period without having to maintain large stock of raw nuts. Import of raw cashew
nuts declined in the early 1980s when East African production reached low levels and Indian
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importers had problems with access to foreign exchange. Since then, import levels have
increased due to greater supply, particularly from South East Asian countries i.e. Vietnam
and Indonesia and African country like Tanzania. Cashew from Tanzania used to command
premium prices over other suppliers, but recent years have seen a growing uncertainty about
the quality of Tanzanian shipments, resulting in the loss of premium grade.

Import of Cashew Raw Nuts

6.16 Import of raw cashew nuts has increased from 191 thousand MT in 1993-94 to 569
thousand MT (296%) in 2005-06. The annual growth rate in the volume of cashew import
was positive, except for a few years during the past one decade. There has been considerable
increase in the imports especially after 2001-02. India had imported almost equal quantity of
raw cashew matching her domestic production during the last couple of years. During 2004-
05, as against the domestic production of 544 thousand MT, the import was 579 thousand
MT, while during 2005-06, India imported 565 thousand MT as against the domestic
production of 573 thousand MT. A fluctuating trend in average import price was observed
which ranged between Rs.25,230 in 1993-94 and Rs.46,779 in  1999-2000 per tonne of
cashew. The value of import obviously recorded an increase from Rs.483 crore in 1993-94 to
Rs.2163 crore in 2005-06. Table 6.1 indicates import of raw cashew during the period from
2001-02 to 2005-06 along with the price per MT.

Table 6.1 : Import of Raw Cashew nuts into India during 1993-94 and 2005-06

Year [Quantityl Growth | Value | Growth | Average | Domestic | Import as %
Over Over Price [Production| of Domestic
Previous Previous Production
Year Year
(000°MT) % (Rs. Crore) % (Rs./MT) | (000°MT) %
1993- 55
94 191 41.74 483 28.27 25230 348
1994- 71
95 228 19.23 691 4314 30290 322
1995- 53
96 223 -2.32 760 10.01 34112 418
1996- 50
97 213 -4.47 688 -9.54 32302 430
1997- 69
98 247 16.12 770 11.93 31135 360
1998- 52
99 241 -2.44 958 24 .48 39726 460
1999- 49
00 254 5.15 1186 23.82 46779 520
2000- 55
01 249 -1.68 961 -19.00 38539 450
2001- 76
02 356 42.61 950 -1.11 26719 470
2002- 401 12.78 1236 30.10 30849 80
03 500
2003- 452 12.72 1403 13.51 31012 535 84
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04

2004- | 579 28.10 2191 56.17 37848 106
05 544

2005- | 565 2.42 2163 -1.28 38255 99
06 573

Source : www.cashewindia.org

6.17 A comparison between the domestic production and import of raw cashew nuts
indicates that the dependence of the Indian cashew industry on the imported cashew nuts has
increased since the 2000-01. As per the estimates of the Cashew Export Promotion Council
of India, the processing capacity of cashew industries in India during 2005-06 amounted to
12 lakh MT, whereas the raw cashew nuts available both through domestic production and
imports was 11.40 lakh MT, indicating a gap of 0.60 lakh MT of raw cashew nuts.

6.18 Raw cashew nuts have been imported to India from more than 20 countries. The
important among them were Ivory Coast, Guinei Bisseu, Mozambique, Tanzania, Indonesia
and Benin. During 2001-02 and 2003-04 these six countries, taken together, supplied 86 per
cent of the Indian Import of raw cashew. A major portion of cashew nuts imports come from
African countries as can be seen from the Table 6.2 and a few Asian countries like Singapore,
Philippines, etc. also supply cashew nuts to India. High cost involved in processing cashew is
the major reason for African countries to export raw cashew nuts. More over, consumption of
cashew kernel in these countries is also low. On the other hand, India has a long tradition and
good reputation as a high quality processor of cashew. It also enjoys the comparative cost
advantage in processing the cashew nuts. A number of countries, therefore, prefer to export
their raw nuts to India for processing rather than to process themselves and produce lower
quality kernels.

Table 6.2 Country-wise Import of Raw Cashew nuts into India (2001-02 to 2003-04)
(Qnty in MT and value in Rs. Crore

$ Country 2001-02 2002-03 2003-04 Average of 3 years
Qnty. | Value | Qnty. | Value | Qnty. | Value | Qnty. | Value | Value (%)

Ivory Coast 68875 | 166 | 84006 | 237 | 83448 [ 226 [ 78776 | 210 15

? Tanzania 82539 | 231 | 82431 | 264 | 80730 | 280 | 81900 | 258 18
3 Guinea Bissau | 70685 | 194 | 65751 | 241 | 73229 | 249 | 69888 | 228 16
4 Benin 32239 78 36905 | 107 | 45168 | 137 | 38104 | 107 7
% Indonesia 42920 | 136 | 45334 | 155 | 44198 | 155 | 44101 149 11
6 Mozambique 25655 67 38767 | 101 | 34682 | 102 | 33035 | 270 19
T Ghana 3745 8 6039 17 33070 96 14285 40 3
8 Nigeria 9511 20 17619 40 22725 55 16618 38 2
) Kenya 9481 27 4288 12 8389 26 7386 22 2
| Senegal 5448 13 7759 26 7881 26 7029 22 2
Gambia 2012 4 6361 21 5867 18 4747 14 1
Burkina Faso 0 0 0 0 4167 11 4167 11 1
| Togo 0 0 0 0 3568 9 3568 9 1
| Gunea 0 0 382 1 2434 4 1433 3 0
Madagascar 0 0 2328 5 1433 4 1881 5 1
Philippines 0 0 279 1 689 2 484 2 0
El Salvador 249 1 341 1 320 1 330 1 0
Singapore 200 1 159 1 238 1 199 1 0
| Others 1997 4 1910 6 164 1 1037 4 1

Total : 355556 | 950 | 400659 | 1236 | 452400 | 1403 | 408968 | 1394 100

(9]
AN
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Source : www.cashewindia.org

6.19  Cashew nut import into India is also controlled by large traders and importers based in
South India, particularly in Kerala and Tamil Nadu. The Cashew sector in these states is
relatively old and organized. Major Ports through which cashew imported from East African
and Asian countries are located in these states. Almost the entire import of cashew nuts to
India comes through the ports like Tuticorin and Cochin in Kerala. The volume of import
through Cochin is slowly increasing over the years, as can be seen from Table 6.3 whereas
the same was declining in case of Tuticorin port since 1994-95 until 2001-02. A small
portion of raw cashew nuts reaches through Madras (Chennai) Port.

Table 6.3 Import of Raw Cashew nuts Through Different Ports in India

(1991-1992 to 2001-2002)
(Quantity in M.T. ; Value : in Rs in Crore)

Year Cochin Tuticorin Madras Others Total
Quantity [ Value|Quantity| Value [ Quantity | Value | Quantity| Value | Quantity Value
1991-92 2 42 101 2525 4 99 - - 106 2667
1992-93 11 390 124 3373 - - - 135 376
1993-94 21 526 167 4198 3 102 - - 191 4827
1994-95 6 153 221 6720 1 36 - - 228 6913
1995-96 6 19 207 713 - - 10 28 223 760
1996-97 60 185 151 496 - - 2 6 213 688
1997-98 79 261 167 506 - - 1 3 247 770
1998-99( 110 449 126 486 - 1 5 22 241 958
1999-00f 156 737 97 452 - - 2 10 255 1198
2000-01f 153 553 94 399 - - 3 10 249 961
2001-02f 192 502 164 447 N.A. NA. 0 - 356 950

Source : www.cashewindia.org
The Cashew Kernel

6.20 India has long been the world’s largest supplier of cashew kernels with its volume of
production and processing of cashew, prices and quality of kernels, setting the standards for
the industry, etc. In Europe, India has been the preferred supplier, with long standing trading
relationships based on confidence in product quality and fast & regular deliveries. India has
more than 150 cashew kernel shippers, many of whom have offices in Europe and the United
States.

6.21 Most cashew kernels exported form India are plain kernels packed in four gallon
prime cans, flushed with carbon dioxide, and having a net weight of 11.34 kg (25 1b). These
cans are encased in cardboard cartons.

6.22  The United States is the largest importer of cashew kernels, accounting for over half
of world imports. Other importers include the Netherlands (ten percent), Germany (seven
percent), Japan (five percent) and the United Kingdom (five percent). The former Soviet
Union was previously a major importer of cashew kernels, but with recent economic changes,
trade to this part of the world has diminished. Other emerging markets include the Middle
East, South East Asia and Australia. Since India is the largest producer and exporter of
cashew kernel, these countries also import most of India’s cashew kernel. As can be seen
from Table 6.4, India exports cashew kernels to USA, Europe, Africa and East Asian
Countries. An analysis of three years average between 2003-04 and 2005-06 reveals that
about 45 per cent of India’s exports of cashew kernel goes to USA alone.
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Table 6.4 : Country-wise Export of Cashew Kernels during 2003-04 and 2005-06
Quantity in MT, Value in Rs. Crore)

Countries 2003-2004 | 2004-2005 | 2005-2006 Average of three Years
Qnty (Value| Qnty |Value| Onty | Value | Qnty % Value %
U.S.A 48504 | 882 | 61546 |1288] 43149 | 958 [51066| 44.84 | 1043 44.51
Netherlands | 12237 | 215 [ 15693 | 346 | 18736 | 409 [15555| 13.66 | 323 13.79
U.A.E 6239 [ 102 | 6690 | 148 | 8274 | 184 | 7068 | 6.21 145 6.19
U.K 5392 | 96 | 7108 | 158 | 6238 | 141 | 6246 | 5.48 132 5.62
Japan 5522 [ 102 | 5047 [ 111 | 4685 | 110 | 5085 | 4.46 108 4.60
France 2444 | 44 | 3329 | 66 | 3470 | 76 | 3081 | 2.71 62 2.64
Saudi Arabia | 2011 | 33 | 2998 | 62 | 2827 | 60 | 2612 | 2.29 51 2.19
Spain 2198 | 41 | 2870 | 65 | 2648 | 61 | 2572 | 2.26 56 2.38
Belgium 1769 | 34 | 2497 | 53 | 2378 | 54 | 2215 | 1.94 47 2.01
Germany 1574 | 26 | 1966 | 42 | 1991 | 42 | 1844 | 1.62 37 1.58
Russia 1413 | 22 | 2331 | 43 [ 1990 | 39 | 1911 | 1.68 35 1.48
Greece 830 | 16 | 1511 | 34 | 1859 | 43 | 1400 | 1.23 31 1.31
Canada 1354 | 23 | 1540 | 31 | 1558 | 33 | 1484 | 1.30 29 1.24
Italy 986 | 18 [ 1119 [ 24 | 1236 | 25 | 1114 | 0.98 22 0.95
Australia 275 4 873 | 18 | 1114 | 25 754 | 0.66 16 0.68
Norway 890 | 16 | 1318 | 29 | 873 20 | 1027 | 0.90 22 0.92
Kuwait 847 | 15| 574 | 13 | 863 20 761 | 0.67 16 0.68
Hong Kong 477 | 10 | 719 | 18 | 788 17 661 | 0.58 15 0.64
Israel 508 | 10 | 964 | 23 | 752 17 741 | 0.65 17 0.72
Singapore 513 9 510 | 12 | 694 14 572 | 0.50 11 0.49
Lebanon 561 11 | 655 | 15 | 470 10 562 | 0.49 12 0.51
Bahrain 439 7 362 7 393 8 398 | 0.35 7 0.31
Korea Rep. 311 6 213 5 255 6 260 | 0.23 6 0.24
New Zealand | 332 6 201 4 204 5 246 | 0.22 5 0.21
Malaysia 40 1 62 1 191 4 98 0.09 2 0.09
Others 3162 | 57 | 3973 | 91 | 6505 | 134 | 4547 | 3.99 94 4.01
11387
Total 100828|1804(126667|2709(114143| 2515 9 (100.00] 2343 | 100.00

Source : www.cashewindia.org

6.23  Quality of Cashew kernel is of utmost importance in the international market. India
worked hard to ensure high quality of the processed kernels. India’s cashew industry was the
first to use quality control for improvement of performance. Quality control is administered
via the Cashew Export Promotion Council (CEPC).

6.24 Members of the Cashew Export Promotion Council of India, the manufacturers and
exporters of cashew kernels, are the major sources for cashew export from India. There are
regular shipping facilities from India to all ports of the world. Major shipments from India
take place through Cochin port. Other ports through which kernel shipments take place are
Tuticorin, Mangalore, Madras and Bombay. Regular services of container ships are available
from Indian ports on India-USA, India-UK / European Continent, India-Australia, India-
Japan, India-Middle East and India-Singapore routes.
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Grades

6.25 In order to safeguard and guarantee the quality of kernels, producers and exporters
have introduced quality standards, which must be met by cashew exporters. The ISO 6477
standard was introduced in 1988 in order to unite the Brazilian and Indian classifications and
to give one single classification scheme for quality control. Standard specifications for Indian
cashew kernels for export have been laid down by the Government of India under the Export
(Quality Control and Inspection) Act 1963.

6.26  Cashew kernels are selected on the basis of the number per unit weight, generally per
one pound of weight. They are also classified either as wholes, chips, splits, butts or baby
bits, in accordance with the integrity of the kernel. White or ivory kernels are preferred over
brown ones. There is a maximum permitted moisture level, 5 per cent (both for raw cashews
and cashew kernels) and the product must be free from insects, mould, rancidity and
extraneous materials.

6.27 World prices of cashew kernels vary according to the size, class and composition of
the product. The highest price is paid for best quality kernels of the WW 180, which is
popularly known as ‘King of Cashew’ and WW 210 grades, which are known as ‘Jumbo
Nuts’. They are the largest and heaviest of all the types of kernel. WW 320 (320 kernels per
pound weight) is the category in highest demand and is the reference point for pricing.
International prices for cashew kernels are influenced by the behaviour of market operators.
There is no fixed market price and the market is highly speculative.

6.28 Cashew Kernels are graded into white / scorched wholes, pieces, splits, butts, etc.
depending on the shape, size & colour of the kernel. The Govt. of India Act prescribes 33
different grades of cashew kernels. Only 26 grades are commercially available and exported,
the detailed particulars of which are given in Annexure 6.1 and Annexure 6.2. The Broad
categories are :

1. White Wholes, which are usually whole nuts and whitish in colour without any
scorch. These are mostly demanded in the international market and categorized according to
the number of nuts per a unit weight of one pound.

W -180 They are larger in size and very expensive. Known as the ' King of
Cashew '

W- 210 Popularly known as 'Jumbo' nuts

W -240 It is an attractive grade which is reasonably priced

W -320 This is the most popular variety among cashew kernels and highest in

terms of availability, worldwide.

W -450 These are the smallest and cheapest white whole kernels and hence the
favorite among low priced whole grades
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il. Scorched wholes are another grade of cashew kernels, which have a slight brown
colour due to longer roasting. They have all the other characteristics of white kernels and
have the same nutritional qualities. These are seldom produced in Koraput district since
cashew is processed under boiling method in the district.

iil. Butts, splits and pieces are priced low and are ideal for cooking, preparation of sweets
and savoury snacks.

Quality Control and Pre-shipment Inspection

6.29 Exports of cashew kernels from India are normally subject to voluntary quality
control and pre-shipment inspection. Inspection of cashews is being conducted consignment-
wise. It is ensured that the product is processed and packed as per the standards prescribed,
by drawing samples from the finished product. Export of roasted and salted cashew kernels
are also normally subjected to voluntary quality control.

Packing and Standard Weight

6.30 Cashew kernels in bulk are packed in four-gallon prime tins with a net weight of
11.34 Kg (or 25 1bs) in each tin. The filled tins are then vacuumized and filled with carbon-
dioxide gas and sealed. Two such tins of the same grade are packed in a carton for export.
The net weight of each carton is thus 22.68 Kg. (50 1bs.). Some manufacturers also pack in
tins of 10 kg. net to suit the requirements of buyers in certain markets. Recently, some
exporters have started using flexible packs instead of tins as many buyers opt for new
generation flexible packs.

Shipping Specifications

6.31 The overall dimensions of a carton are about 49 cm Length, 24 cm Breadth, 350 mm
Height and 0. 041 Cu. M / Carton Overall volume. Cashew shipments from India are mainly
done in 20 ft. containers, which carry about 650-700 cartons. Requests for less than a
container load are also accepted by exporters in India. Freight is charged per Cubic Metre on
volume basis. Freight for full container load is fixed and the same is cheaper than the freight
for part container load (LCL).

Cashew Nut Shell Liquid

6.32 The Cashew Nut Shell Liquid (CNSL) is the other major item exported from India
under Cashew Sector. Export of these items during the period 2001-02 and 2005-06 are given
in Table 6.5.

Table 6.5 : Export of Cashew Nut Shell Liquid from India

SI. Year Quantity Value
No. (MT) (Rs. Crore)
1 2001-02 4178 5.93
2 2002-03 7215 9.26
3 2003-04 6926 7.03
4 2004-05 7474 791
5 2005-06 6405 7.09
Average of 5 years 6440 7.44

58



The per annum average export of CNSL was 6440 MT during the five years from 2001-02 to
2005-06 and the average value of the same was Rs.7.44 crore. The country-wise export of
CSNL is indicated in Table 6.6.

Table 6.6 : Country-wise Export of CSNL from India during 2001-02 to 2005-06

SL Country Quantity Value % Share
No. (MT) (Rs. Crore)

1 United States 5551.0 5.86 85

2 Korean Republic 653.6 1.19 10

3 Japan 112.8 0.21 2

4 Zimbabwe 12.8 0.02 <1

5 Indonesia 100.2 0.14 2

6 China 6.4 0.01 <1

7 Mexico 3.2 0.01 <1

Total 6440 7.44 100

6.33  The export of Indian Cashew Kernel and CNSL have exhibited increasing trends in
the Export Market. A large number of countries demanded these products and relatively rich
countries had a major share in their import. Developing countries which are on higher
growth path emerged as new buyers and this trend gives increasing scope for cashew
processing. Efficient production of raw nuts and cashew processing will enable the country to
increase its trade both within the country and abroad. With suitable support system for
increasing crop productivity, processing skill and market access, ample opportunities can be
explored. This will enable the basic producers to get better prices and processing labourers
better wages and benefits. Suitable policy, financial and support facility are required for these
achievements.

6.34  As regards to Orissa, as per the estimates, the state has the potential to export Rs. 300
crore of cashew in the next five years i.e. 2008-2013. Orissa, which produces around 60,000
tonnes of raw cashew nuts in a year has the potential to produce more than double this
amount. Three districts of Orissa i.e. Ganjam, Puri and Koraput have the potential to
become major cashew hubs in the coming years. Ganjam processes about 24,000 tonnes
cashew nuts per annum whereas Koraput processes around 30,000 tonnes. Jeypore with
around 29 cashew industries within a distance of 4 square km. is an ideal choice for the
development of the cashew Cluster. The factors such as good quality of local cashew nuts,
availability of fertile land and low labour cost provide Orissa a competitive edge over other
cashew producing state. However, the biggest drawback in the realization of this potential is
the fact that the major land holdings are with the tribal people. The govt. has gifted those
land to the tribal people with the condition that they can not sell them. Since no major
production is being taken up in these lands, a major opportunity to increase production of
raw cashew nuts is lost.
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CHAPTER - VII

BANKING ASPECTS OF CASHEW SECTOR

Credit plays a crucial role in the whole process of development of agriculture. However, the
dimension of credit changes along with the stages of development. Initially, agriculture credit
was used to meet the needs of the subsistence agriculture, consisting mainly of essential
foodgrains production. In recent years however, agriculture became commercialized,
supported with marketing, trading, processing, value addition, etc. As a result, the credit
requirement in agriculture sector has shoot up.

7.2  The cashew sector needs both the short term as well as long term credit. The
individual cashew planters need term loans for cashew plantation and inter crops. Similarly,
the processing units require short-term credit for operating the unit and long-term credit for
establishment / modernization / renovation / expansion, etc. of the unit.

Cashew Plantation

7.3 Cashew no doubt is a highly profitable plantation crop. It covers 24 per cent of the
area under various fruit crops in the State and largest area under any fruit crop only after
mangoes in the state. However, institutional credit unlike other fruit crops has all the way
remained far from cashew plantation. There was no institutional credit flow for cashew
plantation as such. Most of the cashew plantations in Koraput district in particular and Orissa
in general are developed under Govt. initiatives. Individual farmers have taken up plantation
of cashew in small patches as per their convenience in the marginal lands only. Rarely any
systematic plantation was done in this sector. Cashew plantation usually taken up by the
individual farmers was involved with low input cost. The individual cashew plantation in a
big way is yet to take place in the state. Among the individual plantations, the traditional
variety is still preferred in the tribal belts of Orissa. However, in the coastal belt, the cashew
planters have started planting the improved variety. With the growing extension there is a
increasing need for credit support for commercial plantation of cashew.

Potential for credit for Cashew Plantation

7.4  The financing of cashew orchards is a bankable business opportunity for the banks
due to the following reasons :

* The cashew plantation both under the traditional and the grafted varieties are
economically viable with a Financial Rate of Return (FRR) of 23 and 38 per cent
respectively as estimated in Chapter IV in this report.

* Huge potential for cashew plantation exists in Koraput and neighbouring districts.
Farmers are gradually realizing the potential and profitability of the cashew. Some of

them have admitted that the cashew nuts are in true sense of term the ‘Golden Crop’.

* Better return from the improved varieties and better maintenance of plantations encourage
the farmers to cultivate cashew crop in a more commercial fashion rather than as a
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neglected plantation crop. In view of this, there is want of Cashew orchards in Koraput
district.

* Successful operation of the cashew processing units in the district has made people
conscious about the economic potential of the crop. The farmers do not face any problem
in marketing the produce. The increasing trend for cashew plantation in the state offers
the banks the scope to enter into the fray.

* Cashew plantation has been included in the Action Plan of the National Horticulture
Mission in the state of Orissa and in Koraput district also. One intervention to be taken up
in Koraput district is the establishment of nurseries both in private and public sectors.
This opens up additional opportunities for the bankers.

Cashew Processing

7.5 The processing of cashew nuts, on the other hand, premeditates bank finance. The
banking aspects were studied with respect to the sample cashew processing units. The
average bank loan availed by the sample units was Rs.35.2 lakh, out of which, Rs.12.8 lakh
was taken as working capital under cash credit limit and Rs.22.4 lakh availed as term loan.
The working capital was required for meeting the recurring expenses such as procurement of
raw materials, payment of wages, salary, repair of machinery, payment of electricity, etc.
Apart from the bank loan, the units had used substantial amount of their own funds and
borrowed from informal sources at 18 to 24 per cent rate of interest, especially, for meeting
the short-term working capital needs. Cashew processing was mainly based on credit. Hence,
the processors preferred to use their own funds in the business than to rely on overdraft
facility extended to them by the banks.

Potential for credit for Processing

7.6  The processing of cashew nuts entails greater opportunities for the bankers as can be
inferred from the following points:

* The operating cost of the cashew processing units was quite high because of huge
procurement of raw materials. The seasonal availability of the nuts made it necessary for
the units to procure the raw cashew nuts in large quantity. Though, the easy import has
lessened the burden for the processing units, still there is requirement for bank credit. All
the sample processing units were of the opinion that the bankers should increase the
working capital limit given to the processing units.

* Apart from that, the cashew processing units require heavy investment on plant and
machinery. Separate stores have to be constructed for storing the raw cashew nuts, the
processed cashew nuts, the packed cashew kernel, etc. Similarly, separate chambers /
work areas have to be earmarked for cooling, shelling, peeling, grading activities where
quite a large number of labour are to be accommodated. Since all of the units were using
steam-boiling technique of processing which require investment on various types of
machinery in the boiling section. All these increase the credit requirement of the
processing sector.

* At the time of the field study, only two cashew nut processors in the district had obtained
the export license. Three processors were interested in availing the export license, which
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is provided by the Directorate of Foreign Trade through its State Level Office at Cuttack.
In case the units export their products directly, there will be stringent quality
specifications. Various quality norms like HACCP (Hazard Analysis and Critical Control
Point) will be applicable to the products. The processors have to spend more on proper
maintenance of their premises and also adopt some advanced techniques in grading and
sorting etc. This requires additional investment on machinery and equipment and opens
up new avenues for deployment of credit by banks.

The cashew processors in Orissa in general and Koraput district in particular have not
been able to diversify much into other value added products from cashew except the
extraction of Cashew Nut Shell Liquid (CNSL) oil. One CNSL unit had already started
operation in Koraput district and another was on the verge of completion at the time of
the study. But there is scope for two more CNSL oil extraction unit in the district keeping
in mind 26 processing units operating successfully in the district and cashew processing
in the district and neighbouring district is in growing stage.

Another product of cashew tree having high potential for value addition, but which has
been neglected till now, is the cashew apple. The beverage like ‘Fenni’, squash, juice, etc.
can be made out of the cashew apple and there is potential for such units in the district.
Establishment of such processing industries will require heavy investment on machinery
as well as the cold chains and also involve advanced technique of production. However,
demand for such kind of drinks has not yet been ascertained at local, national and
international level. For this reason no such unit has been established in the district. But
along with the current trend of diversification, there are chances of such types of units
coming up and the banks have greater scope for extending credit to those units.

Cashew apple can also be used for preparing candy, pickle, jam, chutney and syrup, etc.
The local ladies can be trained in these activities and the banks can finance them through
SHG Bank linkage programme. Banks can also arrange for entrepreneurship / skill
development training programmes for processing and value addition to cashew apple. The
technique for extracting cashew apple juice at low costs has already been developed by
Orissa University of Agriculture and Technology (OUAT), Bhubaneshwar. Banks have a
major role to develop the entrepreneurship among SHGs.
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CHAPTER - VIII

CONSTRAINTS AND STRATEGIES FOR THE
DEVELOPMENT OF CASHEW SECTOR IN ORISSA

8.1 The cashew sector comprising the cashew cultivation, processing and trading in India
provides employment to more than 10 million people. Processing sector creates bulk of the
employment opportunities. The plus point is that the cashew sector brings in income and
employment opportunities to the people mostly in rural areas and when there is almost
nothing to do any agricultural or other operations. Cashew processing units centre around a
few patches in Kerala, Tamil Nadu, Andhra Pradesh, Karnataka and Orissa. The processing
units procure raw cashew nuts from within the country for which scores of people are
involved in its growing and collection in the hinterlands. The domestic production hovers
around 5-6 lakh MT of raw cashew nuts. An equal quantity of raw cashew is also imported
from over 20 countries especially from African countries. Presently, on an average 11.50 lakh
MT of raw cashew nut is processed in India every year, when the industry can process about
12 lakh MT, entailing a shortage of around 0.50 lakh MT. The market has an effective
demand for the processed kernels and CNSL. Thus, the industry, in respect of cashew
cultivation, processing and trading work at a sub-optimal level in our country.

Constraints in Cashew Sector

8.2 The major constraints affecting the Cashew sector can be analysed from three view
points i.e. Plantation, Processing and Marketing. The problems and prospects of cashew
sector for Orissa in general and Koraput district in particular are described in the following
paragraphs.

1. Plantation

* The individual cashew plantation is still in nascent stage. A lot of misconception prevails
among the farmers about the planting of hybrid varieties of cashew plants. The farmers
are gradually beginning to realize the profitability of the cashew nuts plantation.
However, they do not use improved varieties of seeds in a big way and hence the yield is
much lesser.

* There is no cashew nursery in Koraput district for which grafted varieties are not
adequately available in the district. The Cashew Development Corporation and
Horticultural Department supply the grafts by procuring from other districts and
sometimes from other states like Goa and Maharashtra. Due to the differences in soil and
agro climatic conditions and problems emanating from transportation, handling, etc. the
mortality of such grafts is quite high. Further, cashew grafts are comparatively costly,
around Rs.25 per graft. Thus often cashew plantations resort to the traditional seedling
varieties.

* A major part of the plantation in the district is more than 30 years old and their yield is
very low.
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Horticulture Department has included Cashew Plantation under National Horticulture
Mission. However due to non-availability of grafts, cashew plantations under the Mission
is yet to take off in the district.

Since cashew crop is highly susceptible to bad weather conditions and hailstorms
especially during fruiting stage, its production shows a fluctuating trend. Erratic supply
due to production variations destabilize the prices in the absence of a price regulation
mechanism.

Processing

The processing units in Orissa were hesitating to sell their produce within the state as they
had to pay high Value Added Tax (VAT) to the tune of 12.5 per cent on the sale of
cashew kernels. The VAT in Andhra Pradesh was 4 per cent and in Maharashtra was 2.5
per cent.

The working capital requirement of the processing units is much higher than the term
credit support provided by the banks. In such cases the processors have resort to outside
and non institutional sources often at a rate of interest ranging between 60 and 120 per
cent per annum.

Huge amount of money is required for the raw cashew nut inventory. The units have to
maintain raw cashew nuts stock adequate for two to three months.

To compete directly and successfully in the international market, the processing units
must maintain standard, branding and marketing strategies of international order. There
are complaints from importers of cashew kernels from India regarding poor quality nuts
(Appendix 2). This sort of incidents shatters the international market for Indian Cashew.

Exploitation of by-products require technique which may be difficult to obtain and can be
expensive also.

Trading and Marketing

Traders and middlemen dominate the market for raw cashew nuts and also the cashew
kernels. They mostly regulate cashew prices. In some cases, the traders hoard a large
amount of cashew nuts and strike a bargain with the processing units for a higher price.
Since procuring raw cashew is the largest component of the operating costs in cashew
processing sector, a slight increase in cashew price adversely affects the entire economics
of cashew processing.

The individual farmers are in a disadvantageous position as they were forced to sell the
produce at a price determined by the traders / leaseholders. Being small producers, they
are only the price takers.

Strategies for Development of Cashew Sector

The cashew sector in Orissa is slowly taking off as more and more areas are brought

under the cashew cultivation and scientific methods of cultivation are also being adopted by
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the individual as well as govt. plantations. The Govt. of India has launched the National
Horticulture Mission (NHM) in April 2005 for a period of seven years to double the
horticulture production by 2010-11. The NHM is being implemented in Orissa from 2005-06
onwards and cashew has been identified as one of the potential plantation crops in the state.
For implementing the programme in the state, a Special Purpose Vehicle (SPV), namely,
Orissa Horticulture Development Society (OHDS) having branches in all the districts has
been created. The OHDS has a general body headed by the Minister, Agriculture and an
Executive Committee headed by the Chief Secretary. There is a project implementation
committee headed by the Agriculture Production Commission (APC) to take day-to-day
decisions.

8.4  The Agriculture Promotion and Investment Corporation Limited (APICOL) has been
entrusted with promotion of processing units and private sector investment in the plantation
and Horticulture sector. The Orissa State Agriculture Marketing Board (OSAM Board) plays
a significant role in creating marketing infrastructure under the mission. The Orissa Seed
Corporation (OSC) and Orissa State Cashew Development Corporation Limited (OSCDC)
play important role in supplying planting material and seeds. The major intervention under
the NHM include the following:

a. Production of Planting Material

8.5  Four model nurseries (three in Public sector and one in Private sector) are proposed to
be established under the NHM. These nurseries would accommodate the nucleus material of
varieties of cashew recommended for the state and build up sufficient infrastructure for
irrigation and nursery activity to propagate clones of such varieties in the form of soft wood
grafts. All India Coordinated Cashew Improvement Project conceived by ICAR since 1972,
resulted in evolution of many high yielding varieties conforming to the export specifications
of international acceptance, out of which two i.e. BPP 8 and Bhubaneswar have been found
suitable for Orissa.

b. Development of Nurseries

8.6 At present there are only 10 nurseries in Orissa, of which, 7 are in private sector and
the rest are under Horticulture Department, Orissa State Agriculture University and Orissa
State Cashew Development Corporation. As the market absorbability continues to be strong,
there is a scope for establishment of nurseries in the private sector to cater to the export
markets. The financing banks have greater scope in this area.

c. Area Expansion

8.7  Atpresent, only 30 per cent of the area of cashew is under clones at the all India level.
The percentage of the same is much less in Orissa. Since the shift is taking place in favour of
non-traditional tracks, the area expansion under NHM is limited to clones. Therefore, the
NHM proposes 5000 ha. for new orchards although potential is there for 25000 ha. fresh area
coverage. This cautious approach aims at increasing productivity.

d. Rejuvenation

8.8  Declining productivity of cashew falling under senility stage with least economic
advantage is a big concern. This potentially senile area amounts to 50000 ha. in the state. The
NHM aimed at rejuvenation of 2000 ha. of such plants for rejuvenation during 2005-06.
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e. Post Harvest Infrastructure

8.9

Pack house for cashew consists of collection, drying floors, manual splitting and then

making it ready for processing unit. It also caters to the needs of other crops as well. Five
such pack houses were proposed to be set up in Orissa during the 2005-06. Four of them will
be in general areas and one will be in tribal area. Further, two processing units, one each at
Khurda and Koraput will be established to cater to the processing needs of the cashew nuts.

8.10 The details of intervention for cashew nuts in Orissa under NHM are indicated in
Table 8.1. Keeping in mind the plan of action initiated by the NHM, a few line of action may
help cashew sector grow fast to reach its optimum and augment the area, production and
productivity of cashew nuts in Koraput district as well as in Orissa.

Table 8.1. : Interventions under NHM in Orissa

(for 2005-06)

S Component / Location / District Rate of assistance / | Total Cost
1 Activity Unit (Rs.) (Rs. in
Lakh)
N
0
1 Production of Planting Material
a| Model Nursery - 4 Cuttack, Puri, Public Sector - Rs. 18 63
(4 ha. each) Koraput, lakh each
1 | Public Sector - 3 Rayagada Private Sector — Rs. 9
i | Private Sector - 1 lakh
i
b| Small Nursery — 4 Khurda, Nayagarh, Rs. 3 lakh 9
(1 ha. each) Gajapati, Malkangiri | Rs. 1.5 lakh each
i | Public Sector —2
i | Private Sector - 2
i
2| Plantation of New | Cuttack, Puri, | Rs. 11250/- per ha. 562.50
Orchards ( 5000 ha.) | Khurda, = Nayagarh,
Gajapati, Rayagada,
Koraput, Malkangiri
3| Rejuvenation of old | Cuttack, Puri, [ Rs.15000/- per ha. 300
Orchards (2000 ha.) | Khurda, = Nayagarh,
Gajapati, Rayagada,
Koraput, Malkangiri
Post Harvest Infrastructure
4| Pack Houses Cuttack, Khurda, | Rs. 2.5 lakh each. 3.32
i | General — 4 Puri, Nayagarh, | Subsidy @25% for
1| Tribal - 1 Gajapati general area and
i @33.33% for tribal /
hilly areas.
5| Processing units Khurda, Project
i | General Area — 1 Koraput based

66



— .

Hilly / Tribal Area - 1

assistance
to be

Total ST e

Cashew Plantation

A

Koraput district is having around 9 thousand ha. under unutilized and degraded
notified forest area and another 19.5 thousand ha. of forest land under agriculture
encroachment. Out of the latter, around 30 per cent i.e. 9 thousand ha. can be brought
under cashew plantation. The Forest Department may initiate action in this regard by
bringing this land under cashew cultivation.

Koraput district has, as per the estimation of ORSAC, around 71.5 thousand ha. of
land with or without scrub under private as well as govt. ownership. Out of this, nearly 30
per cent i.e. about 21.5 thousand ha. can be covered with cashew plantations.

The Village Forest Development Committee or Joint Forest Management Groups
may be roped in for cashew plantation in the denuded forest areas. This shall not only
maintain the canopy but also fetch income to the villagers.

The banks may design farm models and come forward to finance cashew
plantations under ICDP with provision of suitable credit facilities to the farmers. Cashew
plantation is an economically viable and technically feasible plantation crop.

The farmers may be educated about the potential of cashew sector and be
encouraged to adopt advanced farming techniques so that they can earn maximum
benefits out of the land.

The NGOs and other voluntary agencies may be promoted to encourage the
farmers for cashew plantations.

Cashew can be grown in almost all the corners of the state. Coastal Orissa and
districts namely Dhenkanal, Keonjhar, Sundergarh, Gajpati, Koraput, Nawrangpur and
Sambalpur are more suitable for commercial cultivation of Cashew.

Koraput is one of the districts identified for the implementation of the National
Horticulture Mission programme. The programme covers a wide variety of activities like
production of planting material, promotion of IPM and INM etc. This opens up new
opportunities for the cashew sector.

To bring new areas under cashew cultivation, the State Government may lease out
the available wastelands under public sector for long-term to commercial cashew
cultivators. Similarly, for encouraging cultivation in private wasteland, incentives may be
extended for cultivation by the Commodity Development Board / Cashew Development
Corporation. Moreover, there should be adequate extension services for cashew nut
plantations.
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10 An integration of the present employment generation programme with cashew
cultivation can also bring in better results. As the cultivation, processing and trading are
employment-oriented activities, government may extend suitable incentives to the farmers
for cashew plantation as is presently done for promoting other plantations as Tea and
Rubber.

A1 Of late, there is a growing shift towards organic food items as a result of greater
awareness about both health and environment. This has led to the growth of organic
farming and India being the leader in the world cashew trade has the potential for organic
cashew farming. Though most of the cashew produced in India as well as Orissa are
organic as very less / no fertilizers are used in the plantations, they need to be certified as
organic. The certification can be done only by the designated bodies.

A2 No initiative has been taken in cashew plantation under the contract farming
arrangement in Koraput district. Since, the cashew plantation till recently was an initiative
of the various Govt. Departments, the individual plantation of grafted variety of cashew
in a commercial scale has not gained popularity among the farmers. Further, the cashew
processors were procuring the raw cashew nuts from other states and were also importing
them from abroad for which the contract farming arrangement has not entered into the
system. There is scope for contract farming of cashew nuts in the district keeping in mind
the preference of the processing units for the local cashew nuts, which is whiter, and
larger in comparison to imported varieties. But to make the arrangements operational, a
number of initiatives have to be taken including the plantation of grafted varieties,
following proper package and practices, etc. Since the cashew plant owners are basically
small and marginal farmers having 1 to 2 acres of land under cashew and have no
bargaining power, they are paid less price for the produce. In this case, the contract
farming arrangement will not only ensure better price but also assure the supply of
cashew nuts for the processing units, which will help them in optimizing their capacity
utilization.

Cashew Processing

* There were about 26 cashew processing units operating in Koraput district with installed
capacity of processing 20 thousand MT. Further, the procurement of raw cashew nuts
both from within as well as outside the statre indicated the potential for another 6 cashew
processing units in the district.

* The banks in this regard have a greater role to play, as the working capital requirement
for stocking of raw cashew nuts during the harvesting season is very high. The cashew
units also require block capital for renovation and modernization indicating the demand
for term loan. Since cashew processing is an economically viable and technically feasible
agro-processing industry, the financing banks have relatively low risk for non-recovery of
the credit.

* The cashew processing in Koraput district in particular and Orissa in general is confined
to production of cashew kernel only. The processing of cashew apple has not been
attempted. A variety of products like juice, soft as well as hard drinks, pickle, and toffee
can be produced from cashew apple. Some of the techniques regarding this are available
with the Research Institutions and private parties. The SHGs working in the area can be
trained in these activities so that income and employment generation can take place.
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Koraput district has a very good potential of turning into a cashew-processing cluster. The
easy availability of good quality cashew in requisite quantity, presence of enterprising
people ready to venture into processing, availability of tribal labour, proper marketing
channel, etc. offers better scope for the processing units in the district. The establishment
of cluster with all the requisite infrastructure would help in making the processing units
stronger to withstand the pressure from the traders. Subsequent introduction of improved
processing technique would help in developing a brand for the Koraput Cashew in the
line with Palasa Cashew.

As the import of raw cashew nuts account for almost 40 per cent of the current
processing, there is a need to further augment local production to make processing
industries less dependent on cashew import. Heavy dependence on cashew import is
likely to offset our processing sector due to the increasing international competition
taking place in raw cashew nut processing, especially, by the African countries.

Cashew processing still continues as a labour-intensive activity in India. The kernel
processed through skilled labour has high quality standards and fetch better price in world
markets. Availability of skill and cheap labour helps India to dominate in Cashew Trade
in world market. The cashew processing has generated substantial mandays of
employment in Koraput district as well. Though the exact data of the labour employed in
processing units was not available, the employment potential of the activity cannot be
diminished. Among the sample processing units it was estimated that on an average 389
people work every day in one cashew nut processing unit.

The contribution of female labour in cashew processing and raw cashew collection and
cashew cultivation are widely acknowledged. About 90 per cent of the labour involved in
cashew cultivation and processing is contributed by female labour. In the processing
industries cleaning, soaking, shelling, peeling and grading are their domain. The labourers
are engaged both in organised and unorganised processing sectors. In organised sector,
though they are eligible to get minimum wages and other benefits, they often get only less
number of working days; whereas, in unorganised sector the temporary nature of their job
deny them labour welfare support systems like ESI, PF, Leave with salary, etc. Female
labourers suffer maximum under unorganised sector due to their lack of mobility, family
responsibility and limited scope for alternate job opportunity near their domicile.

Processing factories perfect their management talents to optimize profit through various
cost-saving methods. As they have lesser control over raw cashew prices, taxes and
levies, different methods are used to minimise processing costs.

The value-addition through processing activity averaged 8 per cent for the sample
processing units. The processing of a bag of raw cashew nut (80 kg.) with an average cost
of Rs. 3854 resulted in value addition of Rs.312. Of this, more than 95 per cent was
realised through the sale of kernels and the remaining due to the sell of CNSL oil.

A few sampled factories attempted value addition of cashew kernel and CNSL by refining

them. However, most of the factories did not attempt value addition of the main or sub-
products.
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* A good number of processors depended on larger export houses for getting raw cashew
nuts and also to sell their products, cashew kernels and CNSL. As these houses had
business relations with bulk buyers and brand name built over a period of time, they could
source larger orders and also meet the international quality standards. There was a cartel
among a few dominant processing units.

* For a healthy competition among the cashew processing industries, the supply side of the
raw cashew nut needs basic strengthening. Presently, irregular availability of raw cashew
nut, especially through import make the industry confused and the situation is exploited
by a few strong industrial houses who has developed better access to raw cashew
procurement both within the country and through import. The present raw cashew
collection system in the country provides less remunerative prices to the basic producers.
The state-run Cashew Development Corporations can play a major role to ensure better
prices for the basic producers. Involvement of large number of intermediaries needs to be
avoided. Farmers’ direct access to cashew market is warranted for the promotion of
cashew sector. A collection system from hinterlands to the terminal market has to be
encouraged and bulk quantity should be sold through public auctions after grading /
standardization.

Cashew Trading

* Price fluctuation and seasonal nature of cashew nuts are major problems for the cashew
processing units. The processors usually purchase bulk of their requirement for the year
during the harvesting time. This forces them to borrow from the informal sources at
higher rate of interest as own funds and bank credit are not adequate for meeting the
financial need to procure raw cashew.

* In order to break the exploitation of the processing units by the traders, a marketing body
may be appointed by a committee consisting of the District Administration, DRDA,
ORMAS / DSM, District Horticulturist, representatives of cashew nuts growers, cashew
nuts processing units, etc.

* NGOs / SHGs / Federation of SHGs may be appointed as the marketing body. The
marketing body may be appointed for one year during the month of January / February. It
would provide a common forum to the cashew growers and processing units to sell and
buy their produce. The marketing body may be given a nominal service charge by buyers
and sellers. The marketing body will buy the left over from the growers.

* The financing banks may provide short-term credit to the marketing body for this
seasonal business. In this way the processing units can directly buy at least 50 per cent of
the cashew nuts produced in the district. The farmers can get better price while the
processors can buy cashew nuts at a lower price. The margin taken by the exploitative
traders can be shared among the farmers, traders and marketing body.
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Concluding Remarks

Cashew is a potential crop in Orissa. It has immense potential for income and employment
generation in rural areas. It can productively use the wastelands and marginal lands. Above
all, the crop has soil conservation, ecological and environmental benefits. However, there is
not a single patron to the crop in the State. Cashew Development Corporation has its own
area and plans for auction and income generation seldom looking forward for the
development of the sector. There is little coordination among the Soil Conservation
Department, Horticulture Department, Forest Department and Orissa Forest Development
Corporation who take up plantation of the golden crop under some or other programmes. It is
high time that the crop should be monitored, regulated, promoted and statistics are
maintained under direct supervision of a single Department.
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