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EXECUTIVE SUMMARY

The coir industry represents a significant opportunity for sustainable industrial development in the North Western
Province (NWP). This document provides comprehensive guidelines for entrepreneurs, government agencies, and
development organizations to maximize the potential of coconut fiber processing and value-added coir product
manufacturing.

Sri Lanka produces approximately 3 billion coconuts annually, with the North Western Province (Kurunegala and
Puttalam districts) accounting for approximately 40% of national production. The coir industry can create
employment, generate export revenue, and drive rural industrialization.

Key Objectives:

Transform coconut waste into value-added products

Establish integrated coir processing clusters

Create rural employment opportunities

Develop export-quality product lines

Promote environmental sustainability

1. COIR INDUSTRY OVERVIEW

1.1 Definition and Scope
Coir (coconut fiber) is the fibrous material derived from the husk of coconuts. The coir industry encompasses:

Primary processing (extraction, drying, cleaning)
Secondary processing (twisting, spinning, weaving)

Value-added manufacturing (ropes, mats, geotextiles, carpets, brushes)

1.2 Global Market Dynamics

Global coir market size: USD 1.2 billion (2024)
Projected growth rate: 5-7% CAGR (2025-2030)
Key markets: EU, USA, India, China

Growing demand for sustainable, eco-friendly materials

1.3 Sri Lanka's Position

Sri Lanka ranks as the world's 2nd largest coconut producer
Annual coir exports: USD 150-180 million

Traditional products: coir fiber, rope, and mats



Opportunity gap: Untapped potential in value-added products

2. NORTH WESTERN PROVINCE CONTEXT

2.1 Coconut Production Profile

Annual coconut production (NWP): ~1.2 billion nuts
Primary districts: Kurunegala, Puttalam, Matara (southern fringe)
Farmer base: ~45,000 coconut farming households

Land area under cultivation: ~135,000 hectares

2.2 Current Industrial Base

Existing coir processing units: ~180-200 small/micro enterprises
Employment generated: ~2,500-3,200 direct jobs
Dominant product: Traditional fiber and rope

Technology level: Predominantly manual/semi-mechanized

2.3 Growth Opportunities

Estimated market potential: 500-800 additional processing units
Potential job creation: 5,000-8,000 additional direct jobs
Value-addition opportunity: 2-3x current production value

Export revenue potential: USD 40-60 million annually

3. COIR VALUE CHAIN ANALYSIS

3.1 Primary Segment: Husk Extraction & Retting

Activity: Separation of fiber from coconut husk

Technology: Water retting (traditional) / mechanical processing (modern)
Duration: 3-9 months (water retting) / 1-2 days (mechanical)

Output: Dried coir fiber, coir pith (coco-peat)

By-products: Husk charcoal, shell, activated carbon

3.2 Secondary Segment: Processing & Value-Addition
Twisting & Spinning: Convert fiber into yarn/rope

Weaving & Braiding: Produce mats, carpets, geotextiles
Manufacturing: Brushes, door mats, upholstery, handicrafts

Finishing: Dyeing, chemical treatments, quality assurance

3.3 Market Access & Distribution

Domestic Markets: Retail, hospitality, construction

Export Markets: EU (Germany, Netherlands, UK), USA, India, Middle East
Distribution Channels: Direct export, trading companies, e-commerce

Price Range: USD 0.40-2.50 per kg (raw fiber) to USD 5-15 per unit (finished products)

4. BUSINESS OPPORTUNITY MATRIX



4.1 Tier 1: Primary Processing (Low-Medium Entry Barrier)

Venture Type: Husk extraction & fiber drying facilities

Capital Requirements: LKR 2-5 million (mechanical system) / LKR 500k-1M (traditional)
Timeline to profitability: 12-18 months

Margin: 15-25% on processed fiber

Key Success Factors: Reliable raw material, quality control, consistent supply

4.2 Tier 2: Secondary Processing (Medium-High Entry Barrier)

Venture Type: Rope manufacturing, mat production, twisting mills

Capital Requirements: LKR 3-10 million (small-scale) to LKR 20-50M (medium-scale)
Timeline to profitability: 18-24 months

Margin: 25-40% on finished products

Key Success Factors: Quality machinery, skilled labor, market connections, product innovation

4.3 Tier 3: Value-Added Manufacturing (High Entry Barrier)

Venture Type: Geotextiles, specialized textiles, designer products, eco-packaging
Capital Requirements: LKR 15-40 million (initial setup)

Timeline to profitability: 24-36 months

Margin: 40-60% on specialty products

Key Success Factors: R&D investment, international certifications, brand development, export networks

4.4 Tier 4: Circular Economy (Emerging High-Impact)

Venture Type: Coir pith-based growing media, biochar, activated carbon, compost
Capital Requirements: LKR 5-15 million

Timeline to profitability: 12-20 months

Margin: 35-55% (premium for sustainability positioning)

Key Success Factors: Environmental certification, supply chain partnerships, sustainability narrative

5. INFRASTRUCTURE & SUPPORT REQUIREMENTS

5.1 Industrial Infrastructure

Designated coir processing clusters in Kurunegala, Puttalam, and Matara
Common Facility Centres (CFCs) for fiber testing, quality assurance, product development
Husk storage facilities with proper moisture management

Warehousing facilities for finished products and exports

5.2 Technology Upgradation

Mechanical retting systems (vs. traditional water retting)
Automated twisting, spinning, and weaving machinery
Standardized production monitoring equipment

Sustainability-focused processing (water treatment, waste recycling)

5.3 Quality Assurance Systems
ISO 9001 (Quality Management) certification pathway

ISO 14001 (Environmental Management) for eco-credentials



Product-specific certifications (OEKO-TEX for textiles, ASTM for ropes)
Testing laboratory access for fiber quality, tensile strength, durability

6. SKILLS DEVELOPMENT & TRAINING

6.1 Priority Training Programs
A. Technical Skills (60% focus)

Fiber extraction and quality grading

Rope and mat production techniques

Advanced machinery operation and maintenance
Quality control and standardization

Product innovation and design basics

B. Business Management (40% focus)
Production planning and inventory management
Financial management and cost analysis

Export procedures and documentation

Digital marketing and e-commerce basics

Supply chain management

6.2 Implementation Roadmap
Partner with technical colleges and NCVT (National Craft Council of Training)

Establish demonstration units for hands-on learning
Conduct quarterly skill certification programs
Provide trainer-of-trainers programs

Target: Train 500+ entrepreneurs and workers annually

7. EXPORT DEVELOPMENT & MARKET ACCESS

7.1 Target Export Markets

European Union (Primary):

Germany (engineering-grade fibers), Netherlands (horticulture substrates), UK (novelty products)
United States:

Sustainable packaging materials, eco-tourism products, landscaping supplies

India & SAARC Region:

Traditional products, bulk fiber supplies, regional craft exports

Middle East & GCC:

Premium home furnishings, construction materials, landscaping

7.2 Export Support Mechanisms

Trade finance facilities through SMIB Bank and other financial institutions
Export-Import (EXIM) credits with preferential rates for coir products
Buyer-seller meets and international trade exhibitions participation

Market intelligence reports and buyer database access

Tariff incentives and duty drawback schemes for exporters



7.3 Certification & Compliance Requirements
Phytosanitary certificates (plant-based materials)
OEKO-TEX certification (for textiles/finished products)
CE marking (for EU market construction materials)

Fair trade certification (optional, premium positioning)

Organic certification (for compost/growing media products)

8. ENVIRONMENTAL SUSTAINABILITY & CIRCULAR
ECONOMY

8.1 Waste Valorization

Coir Pith (Coco-peat): Growing media for horticulture, soil amendment
Shell & Charcoal: Activated carbon, heat energy, biochar

Processing Residue: Compost production, animal bedding

Wastewater: Treatment systems, reuse in processing

8.2 Environmental Best Practices

Wastewater Treatment: Install settling ponds and bio-filters

Emission Control: Odor management (lime treatment), dust control
Energy Efficiency: Solar drying, biogas from waste, machine optimization

Water Conservation: Rainwater harvesting, wastewater recycling (60-80% reduction achievable)

8.3 Circular Economy Opportunities
Integrate coir waste into agricultural value chains (soil health, organic farming)
Develop bio-conversion projects (fish waste + coir waste — organic fertilizer)

Establish collection centers for waste coconut shells and husk

Partner with horticulture sector for coir substrate supply

9. GOVERNMENT SUPPORT & INCENTIVE FRAMEWORK

9.1 Financial Incentives

Investment Tax Holiday: 5-10 years (for medium/large enterprises)

Capital Allowance: 50-75% of initial capital expenditure (machinery, buildings)

Export Promotion Subsidies: 2-5% of FOB value for first 3 years

Technology Upgrade Grants: Up to 25% of equipment cost (max LKR 1-2M per unit)
Green Industry Certification Rebates: 50-100% subsidy for ISO/environmental certifications

9.2 Non-Financial Support

Industrial Parks: Developed cluster zones with common facilities
Quality Testing Facilities: Government-subsidized lab access
Extension Services: Technical advisory and market information

Trade Facilitation: Export documentation support, trade show participation

9.3 Financing Options
SMIB Bank: Dedicated SME Credit Lines (Interest rate: 6-8%)



IDB (Industrial Development Board): Medium-term loans for capacity building
Microfinance Institutions: Small enterprise startup financing

Guarantee Schemes: Credit guarantee corporation backing (80% coverage)

10. STRATEGIC IMPLEMENTATION ROADMAP (2026-2030)

Phase Timeline Key Actions Targets

Phase 1 2026 (Q1-Q2) * Cluster site identification & Planning complete;
acquisition 50+ units engaged
* Industry consultation workshops
* Technology assessment

Phase 2 2026-2027 * Infrastructure development 3 clusters operational;
(CFC, storage) 200 trained; 20
« Skill training program launch certified
» Export certification support

Phase 3 2027-2028 » Market linkage programs 300+ units; 100
* Technology dissemination exporting; USD 15M
* Value-addition pilot projects export

Phase 4 2028-2030 * Scale-up & sustainability 500+ units; 250
* International market expansion exporting; USD 40-
* Circular economy integration 50M export

10.1 Key Performance Indicators (KPIs)

Number of active processing units: 500+ (by 2030)

Direct employment: 8,000+ jobs

Export revenue: USD 40-60 million annually

Production value increase: 3x current levels

Cluster efficiency: 40%+ cost reduction through shared services

Environmental compliance: 100% of units with waste management systems

11. RISK MITIGATION & MANAGEMENT
11.1 Identified Risks

Risk: Inadequate raw material supply

Mitigation: Establish partnerships with coconut farmer associations; develop supply contracts; incentivize husk
collection

Risk: Environmental compliance challenges

Mitigation: Mandatory EIA, wastewater treatment systems, monitoring; environmental officer support from ISB
Risk: Export market volatility

Mitigation: Diversify markets; develop domestic value-added products; forward contracting

Risk: Skill gaps & labor shortages

Mitigation: Robust training programs; wage incentives; mechanization strategy

Risk: Capital constraints for small enterprises

Mitigation: Access to credit through SMIB/IDB; guarantee schemes; cluster financing models

12. CONCLUSION



The coir industry represents a transformative opportunity for sustainable industrial development in the North
Western Province. With a strong coconut production base, existing industry expertise, and growing global demand
for eco-friendly materials, the region is positioned to become a global coir hub.

Success requires coordinated effort across multiple stakeholders:

Government: Infrastructure investment, policy support, regulatory compliance

Private Sector: Technology adoption, value-chain integration, market development

Academia & Training Institutions: Skills development, R&D, innovation support

Development Partners: Technical assistance, market linkages, financing

By implementing this strategic framework, the North Western Province can create 8,000+ jobs, generate USD 40-

60 million in annual export revenue, and establish a globally competitive, environmentally sustainable coir
industry by 2030.

The time to act is now. The coconut resources are here. The market is ready. Let's build a thriving coir industry
together.

APPENDIX A: INDUSTRY CONTACTS & RESOURCES

Government Agencies:

* Board of Investment (BOI) - Investment promotion

* SMIB Bank - SME financing

* Industrial Development Board - Industry development
* Department of Export Agriculture - Export support

Industry Associations:

* Sri Lanka Coir Board - Industry body

* Federation of Chambers of Commerce - Business advocacy

* Sri Lanka National Chamber of Commerce - Trade facilitation
Training & Certification:

* National Craft Council of Training (NCVT) - Skills training

» Kurunegala Technical College - Technical education

* National Institute of Business Management (NIBM) - Business training

APPENDIX B: KEY REFERENCES & STANDARDS

Technical Standards:

* IS 4860: Coir Rope - Specification (Indian Standards, adopted by SLS)
* ISO 1158: Coir Fiber - Grading and Classification
* ISO 9001: Quality Management System Certification

Environmental Standards:

* ISO 14001: Environmental Management System

* OEKO-TEX Standard 100: Textile Safety

* Sri Lanka Environmental Impact Assessment Guidelines (CEA)
Export Documentation:

* Certificate of Origin (COO) requirements

* Phytosanitary Certification (for plant-based materials)

* Invoice, packing list, and bill of lading templates



APPENDIX C: FINANCING CONTACT INFORMATION

SMIB Bank:

SME Loan Products: Fixed & floating rates 6-9%
Collateral requirement: 50-75% LTV (Loan-to-Value)
Processing time: 4-6 weeks

Microfinance Institutions:

Loan limits: LKR 100k - 2M

Interest rates: 12-18% (lower for group lending)
Processing time: 1-2 weeks
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