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ABSTRACT

THE WOOD=-USING INDUSTRIES OF KERALA
AND THEIR IMPLICATIONS FOR FOREST LAND USE
AND DEVELOPMENT

By
Chandrasekharan Cherukat

The wood-using industries play an important role
in the economy of Kerala State, Republic of India. But
the forest area of the State has been fast dwindling due
to pressure of population. The potential wood supply-
requirements gap presents a problem, which calls for
government decisions regarding the forest policy of the
State.

The purpose of this study, therefore, is to
appraise the requirements and supply outlook for wood in
Kerala, to identify the policy issues on which the
Government need to take decisions, and to provide infor-
mation on the results and implications of the policy
decisions,

The social and economic development goals for
Kerala and the current status of its wood-using industries

and forest resources provide the framework for this study.
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Several differopt estimates of.consumption and supply
gutlpok for wood in the State dur;ng the next.three
decades have been made, adopting different models and
parameter aq.umptiona.

Wood requirements have been estimated separately
for the different wood products. The official consum-
ption targets based on certain minimum social goals with
respect to standards of l1living have been accepted as one
of the estimates. Alternative estimates have been made
adopting projection models defining time-consumption
relationship and income-consumption relationship,

The projections indicate that the total wood
requirement in Kerala is expected to range between 7.9
and 9.2 million cubic meters in 1980 and from 10.2 to
14,8 million cubic meters in 2000, Labor and capital
requirements of the wood industry sector and its contri-
bution to the gross state product of Kerala have also been
projected. |

The wood supply outlook has been projected .
corresponding to the estimates of future forest land
availability, in co;bination with the assumptions regarding
future standards and intensity of management, While the
official target regarding forest area has been taken as
one of the estimates, the alternative estimates use mathe=-
matical functions correlating forest land availability with
the levels of population and time period. The future

availability of forest land in Kerala has been estimated to
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range from 7,500 to 8,500 square kilometers in 1980 and
from 4,500 to 7,850 square kilometers in 2000.

Depending on the combinations of assumptions
regarding forest land availability and short and long=run
management measures, the 1980 wood supply has been
projected to range from 6.7 to 9.0 million cubic meters
and the 2000 wood supply from 5.6 to 12.3 million cubic
meters, The wide range of supply possibilities and the
related assumptions point out the policy issues on which
decisions need be made by the Government, They ares

(1) To what extent will the Government control
forest land withdrawals?

(i1) To what extent will the Government pay the
costs for increasing output by improving
harvesting methods and practices?

(i11) To what extent will the Government invest in
timber growing?

These issues and the possible alternative
decisions on each give a number of policy options to the
Government. Depending on the decisions the wood supply
will range as indicated above, The cost of each of the
policy alternatives have been estimated. The impli-
cations of the decisions in terms of capital requirement,
budget cost, employment and contribution to gross state
product, and its impact on the wood-using industries of
the State have also been examined.,

In spite of the indications of consumption pro-

Jection, the level of activity in the wood=-using industries
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will be controlled by the actual availability of wood,
Therefore, wood supply and requirements have to be con-
sidered togcther to assess the impact of the policy
decisions.

Assuming harmonization of the objectives and
policies of the forestry and wood imdustry sectors, the
total requirement of capital investment will range from
757 to 2,872 million rupees during the 1965 = 2000 period.
The t;tal contribution to the gross state product will
range from 227 to 625 million rupees, and the employment
of labor from 37 thousand to 93 thousand, by 2000, Con=-
sidering the 1965 level to be 100, the index of change
will be from 132 to 364 for gross state product and from

78 to 198 for employment,
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Chapter 1

INTRODUCTION

This chapter gives a brief statement about the
research objective, the framework, the approach and the

policy findings of the study.
THE RESEARCH OBJECTIVE

The objective of the study is to examine the
economic conditions and outlook for the vood;using
industries in Kerala State, Republic of India, and the
implications of these projections for forest land use
and development,

The socio-economic environment of Kerala is
dominated by economic underdevelopment and unemployment,.
The characteristics of forestry and woodeusing industries
render them a potential catalyst for economic development
since they provide an excellent means of alleviating the
problems of underdevelopment and unemployment,

Timber is a dominant source of economic activity
in Kerala. But, while the wood=-using industries have
Played an important role in the economy of Kerala, the
forest land area of the State has been fast dwindling.
The future groyth of population and the socio-economic

goals of the State are expected to cause a steady increase



in the consumption of wood and wood products, But, the
pressure of population on forest land for subsistance
farming lends an amount of uncertainty to the supply
outlook. The threat of a severe gap between future
requirements and supply of wood makes it necessary to
identify the policy options and to examine the possible
outcome of government decisions regarding wood supply.
The purpose of the study, therefore, is to
appraise the requirements and supply outlook for wood in
Kerala, to identify the policy options for forestry de-
velopment and to provide information to the Government on

the results and implications of policy decisions.,
THE FRAMEWORK

The framework for the study is provided by the
social and economic development goals for the State and
by the past trends and current situation with regard to

forestry and wood-using industries in the State.

Goals of Development

The development goals are to a great exteant
influenced by the current economic situation and the
expectations about economic growth, Major social and
economic goals pertain to employment, income, education
and housing. The social and economic development goals
for Kerala during the next three decades have been identi-

fied with specific reference to expected population



growth,

Kerala is the most densely populated state of
India. With 1,27 percent of the land area of India,
Kerala accounts for 3.89 percent of India's population.
Population of Kerala in 1971 was 21.3 million. The
projected population for 1980 is 26 million, and for
2000 it is 33 million,

One of the severe social problems of the State is
unemployment, In 1965, the labor force of Kerala was 32
percent of the total population and only 24 percent were
fully employed. Only about 15 percent of the employed
persons worked in the industrial sectors., From six
million in 1965, the laboxr force of Kerala is expected to
increase to 8.3 million by 1980 and to 10.5 million by
2000.

Even though, Kerala contributes about 3.5 percent
of the Indian national income, the average per capita
income of Kerala is only about 90 percent of the Indian
average. The goal for Kerala is to bridge the gap
between the average per capita income of the State and
the Nation, within a period of about 15 yearl.. From the
1965 level of 285 rupees, the planned per capita income
of Kerala is to rise to 492 rupees in 1980 and to 1,735
rupees by 2006, in real terms.

Kerala State is the foremost in literacy in
India, with a literacy percentage of 60, as against 29

percent for India, 18 percent of the population of



Kerala attend schools as against 8.3 percent in India.
Kerala State is expected to keep up the lead by maintain-
ing growth in the rate of literacy.

Kerala State also plans to accelerate construc-
tion activities to provide more adequate housing for the
pepulation,

Achievement of these goals depends on the
resources of the State and its management, Forests and
forest-based industries of the State are very important
in this regard, and planned development of forestry and
wood-using industries can make a significant contribution

to the economic welfare of the State,

Current Status of Forestry
and Wood-using Industries

Forests form a valuable natural resource of the
State, The wood=using industries occupy an important
pPlace in the industrial scene of Kerala, even though the
contribution of the industrial sectors to the economy of
the State is rather small. The important wood-using
induatrio- of Kerala are sawmilling and plywood, fiber-
board and particleboard, pulp and paper, and match manu-
facturing,

The output of the wood=using industries of Kerala
accounted for ten percent of the nafional output of wood-
using industries in 1965, The employment in the wood-
using industries of Kerala was about three percent of the

total industrial employment of the State and about eight



percent of the employment in the wood-using industries

of Indie, The value added by manufacturing in the wood-
using industries of Kerala was 8.5 percent of the total
value added by manufacturing of the industrial sectors

of the State and about 9.5 percent of the value added in
the wood-using industries of India,

The total wood consumption in Kerala in 1965 was
5.7 million cubic meters of which 1.5 million cubic
meters were industrial wood and the rest fuelwood. or
the total industrial wood, sawlogs formed 53.5 percent,
The per capita consumption of wood in Kerala, in 1965
wvas 0,32 cubic meters. The production of wood in Kerala
amounted to 6.5 million cubic meters, with some wood
being exported.

The extent of forests in Kerala in 1965 was 9,770
square kilometers, which represents 25.1 percent of the
total land area of Kerala and 1,25 percent of the forests
of India. The forest area in the State has progressively
decreased from 12,850 square kilometers in 1940 to 9,400
square kilometers in 1970, as a result of the extreme
pressure of a growing population on the land, particularly
for subsistance farming.

Due to the climatic and other natural advantages
the productivity of Kerala forests has always been much
higher than the rest of India. The estimated growing
stock in the forests of Kerala is 6,6 percent of the total

forest growing stock of India, In spite of this, Kerala
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forests are not producing as much wood nor generating as
much income and employment as they could,

Together, forestry and wood=using industries
provided employment for 47,000 persons in Kerala and
contributed 172 million rupees to the gross state product
in 1965, In other words, one out of every hundred fully
employed persons in Kerala was engaged in some phase or
other of timber production and processing and one out of
every 33 rupees of the gross state product was accounted
for by forestry and wood-using industries.

While the current status of forestry and wood-
using industries in Kerala is of some importance, the
outlook for the future depends on the factors influencing

consumption and supply of wood,

THE APPROACH

In the approach to accomplish the study purpose,
projections of future wood consumption and wood supply
have been made, These projections clearly present the
nature and extent of the problem of wood supply-require-
ments gap in the future, and help to identify the policy
issues with regard to wood supply, on which the Government
must make decisions, For each of the issues, different
decisions are possible, Combinations of the possible
decisions give a wide range of policy options to the
Government, In this study, the effects of the various

pelicy options have been projected and analysed.



The Consumption Outlook
for Wood

Several different estimates of the consumption
outlook for wood have been made adopting different models
and parameter assumptions, Wood requirements have been
separately estimated for the different wood products or
product groups. Estimated future consumption of fuel-
wood is also included in total requirement, It is not
possible to disassociate fuelwood from any study on wood
use in Kerala as most of the wood produced is consumed
in this form,

The different estimates of future wood con-
sumption give rough orders of magnitude of requirements
under the different situations that may be encountered.
Therefore, from the range of estimated values, two levels
have been selected to represent the low and high esti-
mates of the possible future consumption levels.

The projections are as follows:

Total wood rqquirouent
1980 2000

e===millions of
cubic meterse=ee

Alternative estimates

Low 7.9 10.2

High 9.2 14,8

Considering the 1965 wood consumption to be 100,
the index of change in the total wood requirement will

range between 138 and 160 in 1980 and between 178 and 258



r"

in 2000

cated t
nost im
1 small
total v

in the

the pro,
{avolve

tillion

Using {;
iy mil})
tdded by
1965 o
W1l be

lovey, o

|

| | E



in 2000.

The detailed projections by product have indi=
cated that in the future pulp and paper will become the
most important wood-using industry, that there will be
a small decrease in the percentage of fuelwood in the
total wood consumption, and that there will be a shift
in the pattern of consumption of wood products,

The development of wood-using industries to meet
the projected levels of consumption of the products will
involve an investment ranging between 794 and 2,014
million rupees during the 1965 - 2000 period.

The value added by manufacturing in the wood-
using industries has been estimated to range from 229 to
479 million rupees by 2000, Considering the value
added by manufacturing in the wood industry sector in
1965 to be 100, the index of change in the value added
will be between 277 and 582,

The employment of labor corresponding to the two

levels of future wood consumption is indicated below:

Employment of labor
1980 2000
-=pnumber of employees-=-

Alternative estimates

Low 29,310 34,760
High 41,030 64,100

Considering the 1965 employment in the wood

industry sector to be 100, the index of change in the



employment of labor will range from 109 to 153 in 1980
and from 129 to 239 in 2000,

Growth of population influences wood requirements
and wood supply differently. While wood requirements
increase with increasing population, the extent of forest
land will normally decrease due to the pressure of popu-

lation.

The Su Outlook
for Wood

The supply outlook for wood in Kerala has been
examined with two assumptions regarding forest land
availability, two assumptions regarding wood yield as a
result of short-run measures (more efficient logging and
utilization), and three assumptions regarding wood yield
as a result of long-run measures (1nvostment. in timber
growing), giving 12 different combinations of assumptions,
These combinations of assumptions give a wide range of
supply possibilities. (These combinations are policy
options for the decision maker and decision on the policy
affecting wood supply would automatically affect the

future of the wood-using industries,)
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The range of supply possibilities is shown below,
At the low level of effort the supply outlook indicates a
decreasing trend, while increasing supply will result at

the high level of effort.

Wood supply
1980 2000

=e=millions of
cubic meterse-

Alternative estimates

Low 6.7 506
High 9.0 12,3

Considering the 1965 wood production to be 100,
the index of change in wood supply ranges between 103
and 138 in 1980 and between 86 and 189 in 2000.

Given the assumptions underlying the estimates of
wood supply outlook, the requirements for capital invest-
ment during the 1965 = 2000 period will be between 594
and 1,364 million rupees,

The contribution of wood supply to the gross
state product has been estimated to range from 128 to 227
million rupees by 2000, Considering the contribution of
forestry to the gross state product in 1965 to be 100,
the index of change in the contribution to the gross

state product will be between 143 and 254,
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The employment of labor corresponding to the range

of supply possibilities is indicated below:

Employment of labor
1980 2000

«-pnumber of employees-—-

Al ternative estimates

Low 15,500 15,900

High 31,180 4o,110

Considering the 1965 employment in forestry to
be 100, the index of change in the employment of labor
will range from 77 to 154 in 1980 and from 79 to 199 in

2000.
THE POLICY FINDINGS

Forestry and wood industry sectors are closely
linked, and the changes in wood supply will have a direct
impact on the wood-using industries. The various pro-
Jections of requirements and supply of wood have indi=-
cated the range of future possibilities, But the actual
‘lituation will depend on the decisions of the Government
on certain forest policy issues.

From the wide range of wood supply possibilities
and the related assumptions, few major policy issues are
clear, The policy issues are these:

(1) To what extent will the Govermment control
forest land withdrawals?

(11) To what extent will the Government pay the
costs for increasing output by improving
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harvesting me thods and practices?

(111) To what extent will the Government invest in
timber growing?

The first issue has both short and long=-run
aspects, whereas the second issue primarily concerns the
short-run and the third one is of long-run significance,
Decisions on each of these issues are of great importance
to the economic and social progress in Kerala,

Different decisions are possible omn each of these
issues, and the alternative supply estimates correspond

to the various combinations of policy decisions,

OQutcomes of
the Policy Decisions

The decisions on the policy issue regarding
forest land withdrawals, assuming all other factors to
remain constant at the 1965 level, will result in wood
supply ranging between 6.7 and 7.0 million cubic meters
by 1980 aﬁd between 5.6 and 6.8 million cubic meters by
2000, The combinations of decisions on policy issues
regarding harvesting methods and practices and forest
land withdrawals, assuming the investment on timber grow=-
ing per hectare of man-made forest to remain constant at
the 1965 level, will result in wood supply ranging from
6.7 to 8.4 million cubic meters by 1980 and from 5.6 to
7.4 million cubic meters by 2000. Relaxing the assum-
ption on investment in timber growing, the annual wood

production reasonably attainable for the various
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combinations of decisions will range between 6,7 and 9.0
million cubic meters by 1980 and between 5.6 and 12,3
million cubic meters by 2000.

The future status of forestry and wood=using
industries in Kerala will depend on the decisions made
by the Govermment on each of these issues, The factors
influencing the policy decisions are the costs and bene-

fits of the policy options.

Annual Budget Cost
and Profit

For the various levels of future wood supply,
corresponding to the various policy decisions, the annual
budget cost has been estimated to range from 80.6 to
131.8 million rupees in 1980 and from 70.1 to 189.3
million rupees in 2000, Correspondingly, the average
budget cost per cubic meter of wood will range from 13,42
rupees to 16.47 rupees in 1980 and from 14,10 rupees to
18,00 rupees in 2000, The average budget cost per unit
of output is comparatively high for all the alternative
supply levels under the high assumption regarding forest
land availability. This is due to the additional cost
involved in controlling forest land withdrawals, For
the same reason, the percentage of annual profit is com-
paratively low for these alternatives,

Depending on the policy decisions, the annual
profit from wood supply is expected to range between 84,6

and 110,6 million rupees in 1980 and between 70.6 and
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130.5 million rupees in 2000, at the future price
assumed on the basis of compounded cost per additional
unit of output for plantations. (At the 1965 price
level the érofit will only be between 10,9 and 27.8
million rupees in 1980 and between 2,3 and 24,9 million

rupees in 2000.)

Effects of Policy Decisions
en the Wood Industry Sector

The level of activity in the wood industry sector
depends entirely on the wood supply. Therefore, it will
be realistic to assume that the outlook for the wood
industry sector will be commensurate with the future wood
supply.

Total Effect of

Policy Decisions on
Employment and Income

In assessing the total effect of the policy
decisions on employment and income, forestry and wood

industry sectors are considered together,

Employment., The total effect of the various
policy decisions on employment of labor in forestry and

wood=using industries will be as follows:
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Total employment of labor
1980 2000

-=enumber of employeesew-

Alternative estimates

Low ko,360 36,680

High 71,320 93,380

Considering the total employment in 1965 in
forestry and wood-using industries to be 100, the index
of change in total employment will range from 86 to 151

in 1980 and from 78 to 198 in 2000,

Contribution to the gross state product. The

total contribution of forestry and wood industry sectors
to the gross state product by 2000 will range between
227 and 625 million rupees, Considering the contri-
bution of these sectors to the gross state product in
1965 to be 100, the index of change will be between 132
and 364,

The projections of the total effect of policy
decisions on employment and income assume harmonization
of the objectives and policies of the forestry and wood

industry sectors.



Chapter 2

SOCIAL AND ECONOMIC DEVELOPMENT GOALS
FOR KERALA STATE

This chapter presents and examines the social and
economic development goals for Kerala during the next three
decades, considering the special situation of the State

with respect to its geography, history and economic state,
SITUATION

Bordering the Arabian Sea, Kerala sprawvls along
the west coast of India, towards the southern most extre-
mity, It is a narrev belt of coastal plain, and forms a
distinot region delimited on its eastern side by the moun-
tain range of Western Ghatg, sandwiching as it were, an
undulating tract in between, Land area of Kerala is
38,855 square kilometers, representing 1.27 percent eof the
land area of India. The length of the coast lime of
Kerala is about 3580 kilometers and the width from the
esoast to the hills varies from 32 to 120 kilometers.

As a political unit, Kerala came into existence in
November, 1956 at the time of reorganisation of states on
linguistic basis, through the integration of the erstwhile
princely States of Travancore and Cochin and the Malabar

District and Kasargode Taluk of Madras State.

16






17

HISTORY

Politically, Kerala was under feudal rule in the
past., In Travancore and Cochin it was centralised pater-
nal despotism of the rulers and in Malabar it was highly
decentralized semi-feudal suzerainty, Under British
supremacy (1729 = 1947), Kerala was governed as three sepa-
rate administrative units, While Travancore and Cochin
were ruled by their respective rulers, Malabar was annexed
by the East India Company, who directly assumed its govern-
ment in 1792,

Ancient Kerala had extensive commercial and cul-
tural contacts with the countries of the outside world,
History records that teak timber was exported to the
countries of Persian Gulf region as early as from 18th
century B.C, (Ayyar 1966, pp. 1=30).

The establishment of foreign rule in India des-
troyed the economic order in the country, and resulted in
the decline of Indian handiocrafts. Towards the latter
half of 19th century two new forms of indusirial activities
were introduced - 't;rct wvas the plantation, a form of
industry to be found extensively in most of the tropical
pessessions of the Burepean countries and the other the
factory industry, the peculiar product of the latest eco-
nomic transition in EBurope® (Gadgil 1954, p. 45). Some
of the earliest plantations of tea, coffee and rubber were
established in Kerala.

Kerala society, in the past, was not based on
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principles of social freedom and oquality, The caste
system was prevalent. A unique feature of the social
system of Kerala was Marumpkkgtteayan (a matrilinial family
system) and the social convention abhorred revolution
(Ayyar 1966, p. 6). The rigidity of the social order
eased during 1930s and it bhas undergone considerable
change during succeeding years.,
INDEPENDANCE AND ADVENT OF
ECONOMIC PLANNING
India became independant in August 1947, The

constitution adopted by free India clearly laid down the
policies for economic development and social reforms.
Article 39 of the Constitution declares that -

“the state shall direct its policy towards securing

(a) that the citisen, men and women, equally have
the right to an adequate means of livelihood,

(b) that the ownership and control of the material
resources of the community are so distributed as
best to subserve the common good,

(e) that the operation of the ecomomic system does

not result in the concentration of wealth and
means of production to the common detriment,"

and article 41 gtipulates that -

"the state shall within limits of its economic capaci-
ty and development, make effective provision for secu-
ring the right to work, to education and public as-
sistance in cases of unemployment, old age, sickness
and disablement and in other cases of undeserved want'

To implement the policy of economic development
and social change, the Government of India launched the

first of its Five Year Plans in 1950, The main objective
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of planning, as declared by the Govermment of India, are
esesean increase in national income, a sustained increase
in employment opportunities, a substantial rise in the
standard of living of the people, a reduction in regional
imbalances and correction of excessive inequalities in

income and wealth®” (Government of India 1960, pp. 5=9).
DEVELOPMENT STRATEGY

Adelman and Morris (1968) have identified the
degree of modernisation of outlook, extent of leadership
commitment, extent of dualism, level of adequacy of physi-
cal overhead capital, size of traditional agricul tural
sector, degree of improvement in financial institutions,
extent of literacy, rate of improvement in human resources
and so ferth, as th, variables of socio-economic develop-
ment in underdeveloped counffio..

India is an undexrdeveloped country, An under-
develeped country is one characterised by (1) mass poverty
which is chronic and not the result of some temporary mis-
fortune and (ii) obsolete methods of production and social
organisation which means that poverty is not entirely due
to poor material resources, Some of the other characte-
ristics listed by various economists ares lack of consis-
tancy in approach, lack of probity in publioc officials,
emphasis in public sector for industrialisation and eco-
nomic development, paper targets for private sector,

interest in spectacular projects, a multiplicity of
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contrels, and lack of clearly defined priorities (Kusnets
1966, Chandrasekhar and Hultman 1966, Adelman and Morris
1967, Bhagwati 1969). All these characteristiocs may not
be evident in Indii. but some of them surely are present,

The economic develepment of an underdeveloped
country is impeded by the different problems of specifioc
goals and approach, For example, in India a question
often arises as to vhether the Five Year Plans should aim
primarily for more output or for more employment, And
these objectives some times eolash, It has now been
accepted generally that an ecenomy which is solely employ-
ment oriented may not turn out to be a developing economy
at all (Metha 1960).

The strategy adopted for economic development in
India is one of balanced growth, to attain growth with
stability. It envisages a co-ordinated and balanced
development of scientific agriculture, village and small
scale industries, medium sised industries as wvell as heavy
and basic industries. The pace of development should be
rapid and much in advance of the rate ef growth of the
population,

The economic development of an overpopulated
underdeveloped country is normally associated with the
progressive transfer of population from agriculture to
industry, or in other words, in the process of industria-
lisation, In view of the smallness of the market for

consumer goods, underdeveloped countries have te bring
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this about deliberately (Dhar 1960). As industriali-
sation takes plaéo, per capita national income will rise
by the transfer of surplus labor to industries., Increa-
sed agricultural production is also vital from the point
of view of raising the standards of living of the 70 to
80 percent of the population liviné in the villages and
of ensuring a proper balance between the growth of rural
and urban incomes,

The model for Indian planning was developed by
the Indian Statistician-Economist Mahalanobis. Mahala=-
nobis recognizsed that the rate of growth should be consi-
dered both in terms of capital capacity and in terms of
the absorption of a growing labor supply. He also recog-
nised that the productivity of labor and effectiveness of
capital use are the immediate factors in economic growth
but that ultimately they depend on the scientific, educa-
tional and organisational apparatus of the country (Bhatt
1965)., Mahalanobis (1956) has expressed the view that
the rate of development over a long period is inevitably
connected with the pattern of development,

APPRAISAL OF THE ECONOMIC AND SOCIAL
SITUATION

Nearly four percent of India's population resided
in Kerala, wvhile the State has only 1,27 perxrcent of the
land area of India. Per capita land area is about 0,19

hectare.
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The economy of Kerala State is primarily agrarian,
The proportion of net area sown to the total area of the
State in 1967 - 68 was 55 percent, against about 40
percent for India, Per capita land area under cultie
vation was about 0,11 hectare.

A notable aspect of the State's agricultural sec~
tor is the existance of a highly enlightened peasantry,
much receptive to the modern techniques of agricultural
management, Kerala tops the list of states in India
both in respect to met output per hectare and met output
per agricultural worker (Masumdar 1964), Similarly
labor input per hectare in agriculture is also highest in
Kerala,

There are no modern industries worth the name in
Kerala to relieve the intensive pressure on land,
Although the industrial sector in Kerala absorbs a high
proportion of the working force compared to all India
average, the majority of them are engaged in jobs of low
productivity. Industrial concerns are mostly agro-based
and are technically backward, As a result, productivity
of labor in the industrial sector (both factory and mone
factory) in Kerala is low. The industrial sector in
Kerala does not create any siseable reinvestable capital
surplus and the process of capital formation is badly
hampered, The type of industries in which Kerala predo-
minates (coir and cashewnut), also have not aided the

development of entrepreneurial talent (National Council
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of Applied Economic Research 1962, pp. 139-146), An
unexpected feature of the development in the recent past
has been that while the share of agriculture in state in-
come, measured at constant prices, declined from 54.5%
percent in fiscal 1956 to 52.8 percent in fiscal 1968,
the share of industry also declined from 17 percent to
16.4 percent over the same period.! In other words, the
tertiary or services sector increased at the expense of
both industry and agriculture, in terms of relative share
in the state income, But the most important thing to
note in this recent history is the lack of any signifi-
cant change in economic structure,

| Per capita income in Kerala in fiscal 1969 wvas
304,50 rupees at constant prices (fiscal 1961)., The
average monthly consumption expenditure in Kerala is
lower than the average for all India, 1ndi§at1ng a some~-
wvhat lower standard of living. Nearly 60 percent of
total household consumption (.nd 85 percent of the commo-
dity consumption of houaoholdo) is comprised of agriocul-
tural products or manufactured goods dbased principally on
agricul tural rawv materials.

In short, across the two decades of planned deve-

lopment, the economy of Kerala has remained relatively

stagnant and the major economic problems retained their

1rigcal year is from April to March and fiscal
1956 refers to the period April 1955 to March 1956,
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intractability.

Specja] Problems

Kerala is often described as a problem state,
The special problems of the State can be summarized ass
(a) a very high density of population,

(b) prevalance of a significant number of unem-
ployed persons,

(c) a lack of heavy industries,

(d) a shortage of social overhead facilities,

(e) a shortage of food,

(£) political instability,

All these have resulted in low wages, poor standard of
living and low per capita income.

A high density combined with a fast growth of
population has been responsible for the most acute pro=-
blem of Kerala, namely, the abnormally high rates of un-
o-pléy-ent. Unemployment might not have been so severe
had there been a .correspondingly rapid development of
industries ov§r the past two decades. But such develop-
ment was sadly lacking.

ECONOMIC STATE AND GOALS

The social and economic development goals for
Kerala have to be examined against the background of the
general development pattern for the whole country and

considering the special problems confronting the State.
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Population

In 1971, the population of Kerala was 21,30
-1ilion persons roprooenéing 3.89 percent of the popu-
lation of India. Density of population was 548 persons
per square kilometer as against 182 persons per square
kilometer for India, During the period 1901 - 1971, the
population has increased about 233 percent in Kerala as
against the all India increase of only 132 percent. The
rate of growth of population in the State has shown an
increasing trend since 1901 except for two breaks, one
between 1911 and 1921 and the other between 1931 and 1941,
The annual rate of population growth was 2,25 percent
during 1951 = 1961 and 2,30 percent during 1961 - 1971
(Table 2.1).

A rapid increase in population retards economic
development, Rapid increases in populations with high
birth rates imply an age pyramid with a heavy base,

41 percent of the population of the State is below 15
years qf age. Continued increase in this unproductive
segment of the population for a prolonged period results
in heavy expenditure on public health, education, mater-
nity and child care, It also worsens the unemployment
and underemployment situation. It is therefore essential
that the growth of population of Kerala be effectively
controlled,

Compared to the other states of India, increasing

emphasis is given in Kerala to programs of family planning
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Table 2.1 Growth of Population in Kerala

Decinnial Rate of growth
Year Population growth of of population
population per annum
==millions-= e=porcont-- ==porcent=«
1901 6,40
1911 7.15 +11,75 +1,12
1921 7.80 + 9,16 +1,00
1931 9.51 +21,85 +2,01
1941 11.03 +16,.04 +1,5%0
1951 13.55 +22,82 *2, 14
1961 16.90 +24,76 +2,25
1971% 21,30 +25,89 +2,30
*Provisienal.

Seurce sGovernment ef India, Registrar General, %ggz‘liggll

n T
Delhi s 1971),

1
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in order to reduce the birth rate. The natiomnal birth
control target suggests a reduction in birth rate from
about 40 per 1000 in the Fourth Plan period (1969 - 1974)
to below 20 per 1000 in the Seventh Plan period (1984 -
1989) (Government of Kerala, Demographic Research Cemtre
1965).

According to the Registrar General's projections,
the total population of India would increase at a rate of
around 2,5 percent during the Fourth Plan (1969 = 1974).
The rate would fall thereafter reaching 1,7 percent per
year by 1980 - 81, Important in this projection is the
assumption that there will be a decrease in the birth rate
from 39 per 1000 of population in 1968 to 26 in 1980 - 81,
on the basis of active family planning programs now under=-
wvay, and a decline in death rate from 14 per 1000 of popu~
lation to nine, over the same period. If population
grovth is brought down to 1.7 percent by 1980 - 81 and
averages about 1,2 percent in subsequent years, the popu-
lation in India by 2000 will be 870 million (Govermment of
India, National Planning Commission 1969, pp. 30-31).

Projections for Kerala, adopting the assumptions
made by the Registrar General of India, give the popu-
lation estimates for the years 1980, 1990 and 2000 as 26
million, 30 million and 33 million roapootivoiy
(Pigure 2.1).
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a Force an ent

The labor force includes persons falling within
the age group 15-59, who are engaged in any productive
work and those who are unemployed but are seeking and are
available for work. Those out of the labor force include
students, rent receivers, pensioners and past savings
holders, house workers, the infirm and disabled, and those
either too young and too o0ld to work, The labor force
includes all those who are engaged in any productive work,
irrespective of age, however,

A state wide sample survey of employmeant conducted
during November « December, 1965 by the Bureau of Econo-
mics and Statistics, indicated that in 1965 the labor
force in Kerala was 6,02 million or 32 percent of the
population (Govorn-ont of Kerala, Bureau of Economics and
Statisties 1966). According to this survey the number of
empleyed persons was 5.47 million, out of which 1,21
million were available for additional work, if such work
was forthooming.

It is interesting to compare the results of the
1965 sample survey with that of the surveys dome in 1957
and 1962 (Table 2,2)., Vhile the laber force increased by
0.36 and 0.54 million between 1957 = 1962 and 1962 - 1965,
the increase in equivalent full employment was 0,18 and
O.45 million,

The increase in the labor force imn Kerala during

the last 45 years has been on the order of four million.
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Table 2.2 Results of Sample Surveys of Employment
in Kerala

Year of sample survey

Item
1957 1962 1965
ccccecsemillion persongecccccas
1. Total employment L, b7 h.iz 5.47
2, Unemployment 0.66 0.76 0.55
3. Labor force (1 + 2) 5.13 5.48 6,02
Change in labor force +0.36 +0,54

4, Partially employed
under (1 1.52 1.89 1.21

5 Mull employment
equivalent of (") 0.93 1.23 0.75

6. Equivalent full
employment 3.88 k,06 k.51

Change in equivalent :
full employment +0,18 +0.45

Source: Government of Kerala, Bureau of Economics and
Statistics, Trivandrum,
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At the same ti-g the employment participation rate
(1e. the percentage of employed to the total population,
irrespective of age) has been steadily decreasing as can

be seen from the following tabulation,

Percentage of employed

Year persons to total population
1901 Li.5
1931 42,9
1961 33.3

Seyrces Gevernment of Kerala, Bureau of Economics and

Statistics, Fact Book on Man Power (Trivandrum 3

1965).

WVhile only about a third of the State's population
was engaged in gainful activities in 1961, the proportion
for India was 43 percent, In 1961, of all employed per-
sons in Kerala, 47 percent worked in primary sector, 19
percent in secondary sector and 34 percent in tertiary
sector as against 72 percent, 12 percent and 16 percent
respectively for India.2

The employment pattern for the 1951 and 1961 cen-

suses and the 1965 sample survey shows that there has not

27he primary sector comprises agriculture, plan-
tations, animal husbandary, forestry and fisheries. The
secondary sector covers mining and industry, The tertiary
sector comprises the various service activities like com-
merce, banking, transport and communication, arts, and do-
mestic services.






32
been much employment generated in the manufacturing indus-
tries of the State., On the other hand, there seems to be
a growing reliance om agriculture, in spite of the con-
gestion already existing there, The following tabulation

illustrates the point,

Percentage distribution
of employment

1951 1961 1965

Primary sector 56 by 53.75
Secondary sector 19 19 14,90
Tertiary sector 25 34 31.35

The sectoral distribution of workers 1n'xorala
presents a paradox, Clark (1940, p. 7) has gemeralised
that a high proportion of the working population engaged
in tertiary production and a law percentage in primary
production is associated with a high level of income.
Kerala offers an example of a low income economy with a
tortinrj sector wvhich employs a large proportion of the
working population. As Kusnets (1959, p. 45) points out,
such situations occur “"only because population pressure on
the land, and the limjitations of employment opportunities
in the manufacturing sector, drive the surplus laber into
low paid service activities." Panicker (1964) and Kurup
(1967) have also argued that the situation in Kerala only
reflects the rapid growth of population and the arrested
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grewth of the economy.

Unemployment

Unemployment has been considered to be the meost
serious problem of the State, As shown by the sample
survey conducted in 1965, the number of persons totally
unemployed in Kerala was 0,55 million, which formed 9,1
percent of the labor force (or 2.9 percent of the popu-
lation)., This unemployment was in spite of the fact that
O.43 million persons had migrated for work away from
Kerala,

The number of unemployed persons has been increas-

ing in Kerala during the last few years as shown in this

listing,
Year Number of unemployed
persons

cocceethousandgeecccn

1956 530

1961 760

1965 550

1966 620

1967 710

1968 780

Seurces Government of Kerala, State Planni Board,

Fourth ® 1969 = 1974 (Trivandrum
i970§.

The shape of things is not expected to improve in
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the immediate future, The birth rate has been, and con=-
tinues to be, very high (about 40 per 1000). It is expe-
cted to fall to about 26 per 1000 by 1980 = 81, and to
about 20 per 1000 by 1989 - 90, There fore, a steady
increase in the labor force is expected up to 1985 with a
declining trend beyond., And, if the employment partioiQ
pation rate remains the same, the lower age group (0=14)
and the upper age group (60 and up) can be expected to be
excluded almost completely from the working population,

The Expert Committee on Population appointed by
the National Planning Commission has made projections of
the labor force in Kerala for(l971-nnd 1976 at 6.9 million
and 7.8 million respectively, Adopting the same assump-
tion (ie. a falling participation rate) I have estimated
the sise of the labor force at 8.3 million by 1980, 9.6
million by 1990 and 10,5 million by 2000 (Pigure 2.2).

A worsening of the unemployment gsituation due to
new additions to the labor force can be prevented by sett-
ing up a large number of small scale industries which are
labor intensive, by rehabilitating traditional industries
and by rural industrialisation (Government of Kerala,
Bureau of Economics and Statistics 1970). There is also
a scheme to rehabilitate the rural unemployed by providing
cultivable lands, cleared from forests. Tho‘loncbrnngo
plan is to clear about 100 to 120 thousand hectares of
forest land for agriculture, of which 22 thousand hectares

are presently being cleared,
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Zpceme

During the fiscal period 1961 to 1969, the annual
rate of income growth of Kerala in 1961 rupees was 3.5
pexcent as against 2.6 percent for India (Table 2.3).

The contribution of Kerala to the national income
(met national product) is abous 3.5 percent.3} In spite
of this, the per capita income of Kerala lags behind that
of India (Table 2.4), The reason for it is that Kerala
has accounted for an increasingly larger proportion of

Indfa's population.
As in the case of employment, the distribution of

state income by the sector of origin indicates a dispro-
Portionate growth of the services sector im Kerala, In
fiscal 1967, the percentage share of the industrial sector
in the net domestic product of Kerala was only 16,7
Porcent as against 23,5 percent for India, Distribution
of the net domestic product by sector of origin for Kerala

is given in the following tabulation.

. 3Net national product (NNP) is obtained by deduct=-

d"C the net income from abroad from the net domestic pro=-

t::t (NDP). To get gross national product (GNP) we add

Ine allowance for depreciation to the net national product.

of :-O from abroad does not come into the income account

proah. State and therefore, state income and net domestic
ot of the state will be the same.
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Table 2,3 Growth of State Income of Kerala

State income of

Fiscal State Rate of growth Kerala
year income of income in relation to
Per annum national income
millions of ewporcente- ewpeércente«

1961 rupees

1961 4620 3.4
1962 4676 1.2 3.4
1963 4852 3.8 3.3
1964 5107 5.5 3.4
1965 5280 3.8 3.2
1966 5390 2.4 3.5
1967 5614 4,9 3.5
1968 5895 6.1 3.5
1969* . 6103 3.5 3.6

Annual greowth rate

for the fiscal peried 3.5

1961 = 1969

'Provi.ional.

Sgourcess Government of India, Ministry ef Finance,
Department of Economic Affairs, Egonomie Survey,
1970 - 71 (Delbhi s 1971),

Government of Kerala, Bureau of Economics and

Statistics, m oW - Ker [
(Trivandrum 1970’.
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Table 2,4 Growth of Per Capita Income of Kerala

Per capita income
of Kerala

Rate of growth of in relation to

Fiscal Per capita per capita income

year income per capita income
per annum of India
«=1961 rupees-- eepercente= | eepercente
1962 272,h0 ~1.4 86.1
1963 275.50 1.1 87.8
1964 282,80 2,6 87.3
1965 285.30 1.0 84,1
‘966 28’&.‘50 -O.h 900’
1967 289.40 1.8 92,3
1968 297,10 2,8 92,5
1969* 304,50 2,5 <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>