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Executive Summary

The Agricultural Market Intelligence Centre undédretNAIP Component |,
attached to Kerala Agricultural University, Trichunade the first price forecast on
cardamom on 17-12-2009, which highlighted the poktsi of cardamom price crossing
Rs.1000/ Kg range after Christmas 2009, when tleepmwere ruling at Rs.650/ Kg. The
forecast had therefore, urged the cardamom fartoerstain the crop beyond December
for better price realizations. The cardamom marketserala and the neighboring Tamil
Nadu witnessed unprecedented price volatility thkee. The speculators and the traders
started spreading the news that such record brggkiltes would not last, and urged
producers not to retain their stock. In its sectordcast released by the Centre on 12-04-
2010, it was made explicit that the firming up priwas not a temporary phenomenon as
apprehended, but cardamom prices would continuentain volatile till the fag end of the
2009-10 season due to limited supply of cardamodnrabust demand. The present impact
assessment is an attempt to capture the impahesétprice forecasts made by the Centre.
Personal interview was held using a pre-testedctired schedule of enquiry among 30
cardamom growers selected at random fiempadumpara and Kattappana villages in
Udumbanchola taluk of Idukki district, the majordamom growing tract in Kerala. The
farmers were asked to specify the actual quantifried cardamom that was retained and
carried over from December to January or subseqomths in anticipation of better
prices after coming to know about the possibledase in price after Christmas of 20009.
The incremental value of this quantity was worked at the pre December and post
December price realizations. This is taken asrigact value of the information provided.
It is estimated to be Rs.13.19 Lakhs, which on Iperbasis works out to Rs.13,814/-.
Assuming a modest coverage of 10 per cent of tta¢ ¢oopped area under cardamom in
Idukki alone, the benefit of the information undensideration is found to be in the range
from Rs.3.29 — Rs.4.54 crores at a per unit increéatédenefit of Rs.10,000 — Rs.13,814
per ha.



Introduction

Small CardamomH]ettaria cardamomum) occupies a unique position in the global
spice trade. It is no exaggeration that the traidpepper (the “King of spices”) and the
aroma of cardamom (the “Queen of spices”) had @dkecrole in the search for a short
“spice route” to India, and thereby far reachingseguences not only in the commercial
relations with the Arabs, Portuguese, Dutch, Fresoth the English but also in redefining
the socio- political destiny of the country for ngyayears to come.

The world production of cardamom is estimated toabeund 35,000 MT. India
was a leading producer of cardamom until Guateroadatakes India in 2000-01. Nearly
two-third of the total global production of cardamas attributed to Guatemala and hence
Guatemala’s cardamom production sets the trenthioglobal prices of this commodity.
Among the Indian states, Kerala has a dominant asl@ cardamom producing area. It
accounts for 59 per cent cultivated area and 7&eet of total production in cardamom.
Idukki district in Kerala accounts for 79 per ceardamom area (32850 ha) and 90 per
cent of total production (9080 MT).

The major cardamom consuming countries are Saudbidy India, Pakistan,
United Arab Emirates, Norway, Sweden, Denmark, &id| Germany, Russia, England,
United States and Japan. A broad consumption patietepicted in Fig. 1.

Fig. 1. Percentage share of cardamom consumption
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Cardamom’s reputation as a spice is unmatched,tamas a variety of uses as a
flavouring agent in tea and dishes, processed fdodics and perfumes and as a
therapeutic agent. It is a low volume, high valemmodity in domestic as well as

international trade. It is one of the highly pricaad expensive spices and rightly called as
the “green gold”.

Pricing of cardamom

Though cardamom is a major Foreign Exchange edandndia, it is not a free
traded commodity. As per the Cardamom (Licensing/&rketing) Rules, 1987, all the
producers of cardamom should sell their producg timbugh a licensed auctioneer/dealer
and the auction system came into existence siree fthe cardamom auction centers are
organized by the Spices Board (the erstwhile CaosarBoard), who issues License to the
cardamom traders. The auctions followed an “open-@y” system before it was
converted into an electronic auction system in Atd007 at Bodinayakkanur in Tamil
Nadu, followed by Vandamedu in Idukki District oekKala in December 2007. The major
cardamom trading centers in Kerala are Vandanm®@ditady, Puliyanmala, Kumily,
Thodupuzha and Cochin.

Fig. 2. Trendsin Cardamom Prices at Vandanmedu
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Cardamom as an internationally traded commoditgubjected to considerable
price fluctuations (Fig. 2) based on crop prospactadia, Guatemala; domestic as well as
global demand; carry over stocks with the consuntogntries; as well as seasonal
elements like Diwali and Dusserah festival seagddarthern India, the onset and severity
of winter, and Ramadan period in the gulf counfreespecially in Saudi Arabia, Kuwait
and UAE. For instance, the coefficient of variatiof prices from January 1995 to July
2010 showed that the price of cardamom was stdgjdo an instability of more than 46

per cent.

Statement of the problem

It was against this background that the NAIP ontdBishing and Networking of
Agricultural Market Intelligence Centres in Indiahder Component 1 attached to the
Department of Agricultural Economics, College of rifrulture, Kerala Agricultural
University, Trichur made two price forecasts fordaamom during the production year
2009-10 (both the forecasts are reproduced as Almpérand Il). The first price forecast
released on 17-12-2009 highlighted the possibditcardamom price crossing Rs.1000/
Kg range after Christmas 2009, when the prices weliag at Rs.650/ Kg, and urged
farmers to retain the crop beyond December foebgttices. The price of AGEB grade of
cardamom was Rs, 999/kg on 24-12-2009. There wamarlket transaction on 25-12-
2009, being the Christmas day. The price of AGE&dgrwas Rs. 1000/ Kg on 26-12-
2009. The price of non graded (bulk) cardamom atessed Rs.1000 on 03-01-2010.

The cardamom markets in Kerala and the neighbofiagil Nadu witnessed
unprecedented price volatility thereafter. The sgaors and the traders started spreading
the news that such record breaking prices wouldasdt and urged producers not to retain
their stock. The second forecast released by th@r€en 12-04-2010 clearly indicated
that the firming up price is not a temporary pheeoon as apprehended, but cardamom
prices would continue to remain volatile till thagfend of the 2009-10 season due to
limited supply of cardamom and robust demand. Thesgnt impact assessment, being
carried out by the Agricultural Market IntelligenGentre, Kerala Agricultural University

is an attempt to capture the impact of price foseceeleased.



M ethodology and sampling design

Udumbanchola taluk, the major cardamom growing tract in Idudigtrict was purposively
selected. A total of 30 cardamom growers were tdeat random fronPampadumpara and
Kattappana villages in the taluk (the name and address offdhmers are furnished in Appendix
lll). The information required for the study waslleoted from the sample farmers through
personal interview, using a pre-tested, structeartbdule of enquiry (Appendix-1V). The primary
data under investigation pertains to the agricaltyear 2009-2010. Simple tabular analysis was
carried out to arrive at the estimates. The farmene asked to specify the actual quantity of dried
cardamom that was retained and carried over frogeBéer to January or subsequent months in
anticipation of better prices after coming to knavout the possible increase in price after
Christmas of 2009. Only this retained quantityaisen into consideration to quantify the impact of
the price forecast. The incremental value of thiardity was worked out from the pre December
and post December price realizations.

Background of the study area

Idukki lies between 9 degree 15' and 10 degre®f2iorth latitude and 76 degree
37" and 77 degree 25' of east longitudes. It immbdan the East by Theni district of Tamil
Nadu, Ernakulam and Kottayam districts in the WPstthanamthitta district in the south,
and Trichur and Coimbatore districts in the Nofg.3 a and b).

Fig. 3 a Location of Idukki District Fig. 3 b Map of the study area
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Idukki is the biggest district in Kerala with anearof 5,087 sq.km. The district
consists of Devikulam, Udumbanchola and Peermetilkda About 97 percent of the
geographic area of the district is covered by rdggeuntains and forests. There is only a
strip of Middle land (3%) in the western part oé ttistrict, with virtually no low land.
More than 50% of the area of the district is coddog forest. The district receives plenty
of rains from both the South- West monsoon duringedAugust and the North- East
monsoon during October - November. The normal adling 3265 mm.

Agriculture is the main occupation of the peopldha District. The agro-climatic
conditions are ideally suitable for the cultivatiohcash crops like cardamom, pepper, tea,
coffee, rubber, coconut, etc. The Tea Gardens @neentrated in the north while major
hilly areas have Cardamom plantations. The croppattern of the district is depicted in
Fig.4.
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Fig. 4. Cropping Pattern of Idukki District



Pepper is the major crop, occupying 27 per centhef total cultivated area.
Cardamom accounts for 13 per cent of the cropped &2850 ha). The rest of the
cropped area is occupied by Rubber (17 per cery,(T0 per cent), Coconut (8 per cent),
Coffee (5 per cent) and the remaining crops acsodot 20 per cent. Pepper and
Cardamom together accounts for 40.47 per centeotdtal cropped area. Idukki District
alone produces around 7800 MT cardamom annuallichnil 91.40 per cent of the total
production in the state. Hence, the district ilyagnown as the "Spices District’ of
Kerala.

Impact of the Price Forecasts

The sample consisted 8f marginal farmers (<1ha), 11 small farmers (1-
2ha) and 11 large farmers (>2h@he average operated holding size of the sampheciiar
was 3.18ha. Though 9 farmers only (30 per cent)ilnggtion facilities, 50.05 per cent of
the cardamom areas were under irrigation. The mtomiu and price related information
pertaining to the respondent farmers are present€dble 1.

Tablel. Production and details of retention ofsample farmers

SI.No Particulars Value
1 Average Land Holding Size 3.61 ha
2 Average operated holding under Cardamom 3.18 ha
3 Total Production during 2008-09 85450 Kg
4 Average Price received during 2008-09
4a. Prior to December Rs. 443.33
4b. After December Rs.473.33
5 Total Production during 2009-10 81065 Kg
Average Price received during 2009-10
6a. Prior to December Rs.671
6b. After December 1093.53
7 Quantity retained beyond December’09 2543 Kg
Income realizable at the pre December’09 prides  Rs.1774350
9 Income realized at the post December’09 prices .30R2920
10 Total Incremental income realized (9-8) Rs.13.4knhs

11 Incremental income realized on per ha basis I_i4A.25




The average price during the agricultural year 2098vas fairly stable. It varied
within Rs.443-Rs.473 per kg. The situation durihg agricultural year 2009-10 changed
drastically due to the supply constraints. As aulteshe prices reacted sharply. The
average price realized during the harvest seas68-20 in the period prior to December
was Rs.671 per kg. The average price realizedasedtto Rs.1093.53 per kg in the post
December period, registering an increase by 6269 ¢gnt.

Once the price forecast by the Agricultural Markgelligence Centre of Kerala
Agricultural University indicated a possible hikeprices due to mismatch in the demand-
supply position, farmers started retaining the dst@d crop in December’09 to subsequent
months. It may be noted from table 1 that 2543 lgg wetained in such manner by the
sample farmers alone, anticipating higher pricedanuary’10. The incremental income
realized was estimated at the pre December andOQmxstmber price realizations on this
retained quantity. It amounts to Rs.13.19 Lakhsjcwlon per ha basis works out to
Rs.13,814/-.

Fig. 5. Impact of Cardamom Price For ecast
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Assuming that a modest 10 per cent of the cropped ia Idukki were benefited
due to the information under consideration at @lleanging from Rs.10,000 — Rs.13,814

per ha, the incremental benefit is reckoned at.R3.3 Rs.4.54 crores.



The source of accessing price forecast by the sangsipondents during the crop
season 2009-10 is depicted in Table. 2.
Table.2. Source of accessing price intatigeby the sample farmers

SI. No | Source of Informatior No. of farmers

1 News paper 18
(33.96)

2 Radio 0

©)

3 TV 19
(35.85)

4 Traders 12
(22.64)

5 Others* 4
(7.55)

Note: - Figures shown in parenthésédate percentage to respective totals
*Others include the Cardamom Growers Associatioends, neighbours and relatives.

It may be noted that most of the farmers dependednass media like regional
Television channels and news papers for accesdieg price forecast. Once this
information was available, the farmers shared asdudsed among, friends, neighbours
and relatives. The Cardamom Growers Association disseminated this information to

their members.



