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FOREWORD

Tha Economic Review is a much awaited document as it provides valuable,
balanced, comprehensive and ftimely information aboul Kerala's economic
performance in the past year. This account is set against the context of global trends,
national irends and the Stale’s own performance in the recent past. it involves
collection of dala from innumerable implementing agencies at state, district and local
body levels and putling the data together to give a meaningful interpretation of the
state of the economy. Avariety of stakeholders, including planners at the Central and
State level, civil sociely, researchers, non-resident Keralifes, madia and informed
citizens use this document, both Io increase their awareness as well as 1o further
their research, The book is published in the print media in English and Malayalam, An
a-vargionis alsouploaded onthe Stale Planning Board websile www. spb kerala. gowin,
We are paricularly prowd of the e-book we have introducad this year, which apar
fram bedng heghly interactive in tarms of links, also has voice clippings on important
developments in the siate. The e-book can be downloaded in its entirety and used by
readars whenever required. This is part of the Planning Board's endeavour 1o make
the Raview more relevant and user friendly.

The international environment was favourable for India as there was a substantial
reduction in global prices of various commodities that form a major part of the
country’s import bill. The substantial reduction in oil prices, however is a nol as
good news for Keralites as it is for the rest of the country, since il is likely to have
an adverse impact on employment opportunities for non resident Keralites in the
Gulf region, which might impact remittances adversely and worsen the already high
unemployment within the state. The fall in rubber prices has been another major
concern for rubber planters in Kerala.

At the national level, 2014 brought abouwt some significant changes including the
dismantiing of the Planning Commission with an assurance for an enhanced role for
States in the co-operative federal regime; the emphasis on "minimum govemment-
maximum governance”, the satting up of an Expenditura Commission 1o rakonalize
publes expenditure; an all round aflort to improve the mvastment scenano including
Foreign Direct Imvestiment, especially in manufacturing and infrastructure and a
nation — wide drive for financial inclusion, cleanliness and guickar anvironmantal
clearances. Other reforms included desegulation of diesel prices, replacement of
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cooking gas subsidy by direct transiers, coal sector reforms and a greater locus on
salf sufficient smart cities and urban infrastructure. Government of Kerala is activaly
engaging in a dalogue with the Union Governmant on state specific developmental
CONGCAMSs.

Some of the major achisvemeanis in the stale include identifying a sel of high priority
projects to be taken up on a Mission Mode (Mission 678), special attention 1o the
tribal sector by providing additional funding { ATSP) and sefling up a High Lewvel
Tazk Force under the Honourable Minister for Scheduled Tribes, the successful
completion of stale of the ant infrastructure for the 35th Mational Games, obtaining
"in principle” Viability Gap Grant Assistance for Vizhinjam Port { the first port project
in the couniry to get such assistance from the Cenirg), launching of State Initiative
on Disabiliies and many others. The Government ook a seres of inifiatives to give
an impetus to the agriculture secior by giving a thrust fo organic farming, through a
Global Agro Meet, increased focus on soil health and infegraled pest management
and development. The establishment of an Indian Institute of Information Technology
{liT) is a long standing dream of the people of Kerala. A detailed project report for
satting up T in Kerala was prepared and submitted to the Unlon Government. The
Kochi Metro is likaly o be completed on time, thus promoting mass rapid transport
in the state.

The Government, with the axpertise of the Kerala State Planning Board, has
introduced a series of Initiatives, which are likely 1o have a long term impact on
Kerala's development. One such initiative was the Kerala Perspective Plan 2030,
which has been approved by the Government of Kerala. it sets oul goals and
sirategies for the siate to achieve significant economic growth, high human standards
of living,grealer social inclusiveness and better environmental protection. Another
major initiative approved by the Government is the sefting up of a Consortium of
Retired Experts{CRED) to supplement the much needed skills that the Stale needs,
By invalving a variety of stakeholders, the Planning Board brought out a draft Scientific
Mining Policy and a draft Infrastructure Bill, which are under consideration of the
Government. An Empowered Task Force provided a series of recommendations to
improve entrepreneurship opporiunities in the state. As a consequence Government
has set up a Mission on Employment Generalion. Various sysiemic reforms were
introduced to make Plan allocation, implementation and monitoring process more
scientific and robust. These include the effective use of an on-line real time plan
axpenditlure monitoring system Planspace and incentivization through awards to
wall parforming Deparmeants/implementing Agencies and Local Bodias.

This yaar, as is the norm, tha latest available data has been included on Govarnmeant
policy, planm priosities and on-going major programmes’schemes and projects to
provide a clear picture of how Kerala's economy has performed during the XIth Plan
(2007/08-201112) and the first few vears of the Xlith Plan (201213 and 2013/14).
Information upto September 2014 has been caplured and in some cases, information
upto December has been made available, Accomplishments as well as challenges
faced by Implementing Agencies in achieving their cbhjectives is brought out sector-
wige in Violuma | and corresponding data is provided in Volume I In addition, a
theme paper on Employment in Kerala, a major concern for the State, is included in
this year's Economic Review,
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Introauction

Kerala is a unique state, quite unlike the rest of India in many ways. It has a dense and rapidly ageing
population, which is characterized by high literacy and social indicators on par with developed
economies . However unemployment. over dependence on the servica sector, inter-district inequality,
pockets of extreme deprivation, a rapidly decreasing farm sector and a large fiscal and revenue
daficit are some of the concams that Government of Kerala is grappling with. Rapid urbanization
also calls for greater attention on housing, trangport, wasle managerment, drinking water and 5o on.
All this calls for systematic improvements in planning and implementation, so that optimum resulls
arg attalmad with the imited resources available.

Section 1
Demography

Population is ona of the important drivers of economic growth. It helps to determine the size of work
force as well. As per the final data published by the Direclorate of Census, Kerala's population as
on March 2011 was 3,34,06,061. Out of this 1,60,27 412 (48 per cent} are males and 1,73,78 649
(52 par cent) are females. When the last census was taken, these figures wera 3,18,41,374 total,
1,54,68,614 (48.6 per cent) males and 1,63,72,760 (51.4 per cent) females.

1.2 Tha growth rate of Kerala's population during the [ast ten yaars is 4.9 per cent, the lowest rate
among Indian states. Fig, 1.1 shows that the national rate of growth of population during the last
ten years is 17.6 per cent. The population growth frend shows that Kerala is moving lowards zenp
population growih or lowards negative growth, Among the districts Malappuram has the highest
growth rate of 1.3.4 per cent, while Pathanamthitta has the lowest growth rate (- 3.0 per cent), kukki
also has a negafive growth rate (-1.8 per cent). it reveals that the growth rate of six southemn districis
{ldukki, Kottayam, Alappuzha, Kaollam, Pathanamthitta and Thiruvananthapuram) is lower growth
rate .
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Fig 1.1
Decadal Growth of Population in India and Kerala 1901-2011

LSaurce: Census of indiag 2071

1.3 Child population (0-& years) in Kerala shows a declining trend. Census data reveals a negative
growih rate of the child population in the state [-8.44 per cent). Kerala's total child poputation in 2011
is 3472855, It was 3793146 as per 2001 census data. The child population consists of 10 % of
the tofal population, It was 12 % as per 2001 census, Figure 1.2 shows a comparative visual idea
of percentage of child population in Kerala as per 2001 and 2011 census. The highest propartion
of child population is in Malappuram district and lowest proportion is in Pathanamthitta district. The
proportion of child population has decreased from 12 % to 10% in Kerala, and all the districts are
showing almost a similar pattern of decrease. The southemn districts in Kerala show 2% decline
except Kollam which has a decline of 1 % in the proportion of child population, while the northern
districts in Kerala show 1 % decline in the proporion of child population except Wayanad which has
a decling of 2 9. It shows that new addition to population in northern districts Is faster, while in the
southern districts i is slower. Details are in Appendix 1.1

Fig 1.2
Child Population in Kerala { % )
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1.4 The share of urban population in Kerala is 47.7 per cent of the total, representing a decadal
increase of 21.74 per cent since 2001, As many as 1,59,34,926 persons in the state are living in
urban areas, while the rural population is 1,74,71,135 representing 52.3 per cent of the total. The
highest per cent of urban population (68.07per cent) is in Ermnakulam district and the lowest (3.86 per
cent) is in Wayanad,

Literacy

1.5 Kerala has the highest literacy rale of 34 per cent among Indian states. it was 20 per cent during
2001 census, Kottayam tops in the literacy chart with 7.2 per cent and Pathanamthitta is just behind
with 96.5 per cent. Wayanad has the least literacy rate of 8% per cent and Palakkad is just above with
B89.3 per cent. Even the lowest lteracy rale of Wayanad (83) is higher than national rate of lteracy
(72 per cent), All districis have a score above 90 except Palakkad (89.3) and Wayanad (89). The
difference between the lowest and the highest value is just 8.2. When compared with the literacy rate
of 2001, all the distncts are showing better performance, Details are in Appendix 1.1

Sex Ratio

1.6 The sex ralio { number of females per thousand males | of Kerala according to census 2011, has
improved by 26 poinis to reach 1084.The sex ratio of Kerala was 1022 in 1961. After 1971 it started
maving o more favorable levels. Sex ratio of India is 943,

1.7 Among the districts, Kannur has the highest sex ratio (1136) followed by Pathanamthitta (1132).
While ldukki has the lowest score (1006), Ernakaulam is just above with 1027 All the disfricts have
the index above 1000, In 2001, only Wayanad had the index score bebow 1000 (994). The difference
batwean ihe lowest {[dukki- 1008} and highest (Kannur-1136) is 130 points. Details are in Appendix 1.2

Child Sex Ratio ( 06 Years)

1.8 Child sex ratio in Kerala is 964 as per the 2011 census data. it was 960 in 2001, Pathanamthitta
has the highest score (976) followed by Kollam (973) and Kannur (371). Thrissur has the lowest
scorg of 950, Alappuzha is just above with the score of 351, The distance from lowest to highest |s
just 26 points, All the districts have the score below 1000, This is alarming as it indicates that there
is a change in the general trend of more females than males in the overall population, Further
gxamination is required to study the reason behind this fall in child sex ratio. When analysing the
dacadal change, the highast gain is for Kollam (13) and Kozhikode followed with a score of 10. All
other districts have the score below 10 points, Thrissur (-8), Idukki (-5) and Alappuzha (-5) hawve
negalive decadal change in sex ratio. Details are in Appendix 1.2

Density of Population
1.9 Kerala's density of population as per 2011 census is BED persons / 5g. km. 1T is much higher
than that of India (382). Thirvwananthapuram is the most densely populated district (1508) while,

Idukki is the least densely populated district (255). Density of population has increased in all districts
compared 1o 2001 census but for Pathanamthitta (-16) and Idukki (-4}, it has declined. Details are in

Appendix 1.1
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Age Group Distribution

1.10 Around 64.1 per cent of population is in the working age group of 15-59. The remaining 36 per
cant of the total population is the dependant group. Amang this 12.6 per cent are old dependants and
23.3 per cent are young dependants (Fig 1.3)

Fig1.3
Porcentage Share of Population in different Age Groups- Kerala 2011

e of

Agelronp | Sopulmton
o4
55

13
Th
1234 L
15-5% 1
[ 16

Source: Census of India 2011

Section 2
Urbanisation in Kerala

1.11 The Urban Secior of Kerala consists of 5 Municipal Corporations and 60 Municipalities, As per
2011 Census the Urban population of the state is 1,58 crore which is 47.72% of the tolal population,
The hisiory of population growth in Kerala shows that the growth rale of urban population has
always been greater than that of the tofal population. Kerala has undergone the highest level of
urbanization in its history during 2001-2011 with a percent increase of 83.82 over the previous
decade. Kerala was positioned in the 15th rank in the level of urbanisation among the states of India
as per the 2001 Census. But in 2011 Census data, Kerala was ranked 9th. The urban content of
population of Kerala has reached 1o 47.72% in 2011 frem 13.48% in 1961. Emakulam (68.1%) is the
most urbanised district of Kerala and Wayanad (3.9%5) is the least urbanised district. Details of urban
and rural population in Kerala are given in Appendix 1.3.

1.12 The trend of urbanisation in Kerala shows marked peculiarities. Generally, increase in the rale
of urban population is the result of over concentration of population in the existing cities especially in
metropalitan cities. But in Kerala, the main reason for the growth of urban population is the increase
in the number of urban areas and also urbanization of the peripheral areas of the existing major
urban centres. The Urbanization in Kerala is not limited 1o the designated cities and towns, Baring
a few Panchayaths in the Hilly fracks and a few isolated areas here and there, the entire state depicts
the picture of an urban - rural continuum. I is very difficult to demarcate the urban and rural areas
in the state since the features in rural and urban areas are almost alike.

1.13 In Kerala the population has seftled all along the transporation routes in non- nucleated
settlements with the conjuration points wherever community facilities such as schools, administration
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and market centres etc. have been created. The geographical features, availability of sub soil waler,
climatic factors, easy access 1o fransporiation cormidors and the socio economic faciors etc. have
contnbuted to the development of a dispersed seftlement pattern spread all over the state. The
effectiveness of investiments in infrastructure development is considerably reduced since the scarce
resgurces are spread too thinly throughout Kerala.

1.14 The high density of population and higher rate of urbanization together cause several problems
which are inherent to the process of urbanization. In order 1o mitigate the hardships of urbanization
policy lowards planned urbanization taking care 1o reduce the problems faced by the urban
population should be adopted. A detailed account on ongoing schemes may be seen in section 3 of
chapter 5.

1.15  The Gross National Income (GMI} at factor cost at 2004-05 prices is estimated at ¥ 5673857
crore during 2013-14, as against the previous year's estimate of T 5416659 crore (Table 1.2). In
terms of growth rates, the gross national income is estimated to rise by 4.7 per cent during 2013-14,
in comparison 1o the growth rate of 4.1 per cent in 2012-13. The GNI at factor cost at current prices
is estimated at ¥ 10344507 crore during 2013-14, as compared to ¥ 9272110 crore during 2012-13,
showing a rise of 11.6 per cent. The MNei National Income (MMI) af factor cost at current prices is
estimated al ¥ 9171045 crore dunng 2013-14, as compared 1o ¥ B255978 crare during 2012-13,
showing a rise of over 11 per cent. Details are given in Table 1.1

1.16 GODP at factor cost al constani (2004-05) prices in the vear 2013-14 is estimaled af
T 5741791 crore showing a growth rate of 4.7 per cent over the Estimates of GDP for the year 2012-
13 of ¥ 5482111 crore. The GDP at factor cost at current prices in the year 2013-14 is astimated
at ¥ 10472807 crore showing a growth rate of 11.5 per cent over the estimates of GOP for the year
2012-13 of T 9388876 crore. The per capita GOP at factor cost in real lerms, i.a. at 2004-05 pricas, |5
estimaled al T 46568 for 2013-14 as against T 45046 in 2012-13, registering an increase of over 3.4
par cant during the year. Tha per capita GDP at factor cost at curent prices s estimated at T 84338
im 2013-14 ag agamst ¥ 77148 for the previous year depicting a growth of 10.7 per cent,

Table 1.1
HNational Income , Domestic Product & Per Capita Income at factor cost [ All India)
[Tin Crores)
o1 ] At 2003-05 Prices Al Current Prices
Mo Item at factor cost 201213 2013-14 201112 201213 201314
(P) (Q) (F) (Q)
1 | Gross Maticnal 5201163 | 5410650 | 5E73857| 8314861 | 9272110 | 10244507
Income (GNI) (4.1) {4.7) (11.5) {11.8)
2 | Net Maticnal In- 4573328 | 4728776 | 4920183 | 7434965| 8255978 | 9171045
come (MM (3.4) {4.0) (11.0) {11.1)
3 | Gross domestic 5247530 | S482111| 5741791 | B391691| S93B8RTG
product (GDP) (4.5) (4.7) (11.9)
4 Met domestic prod- | 4619695 | 4794228 | 49B8116| 7511795| B372744 | 9299345
uct (MDP) (3.8) {4.0) {11.5) {11.1)
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5 | Per capita Gross 43657 | 45046 46568 eas1a| 77148[ e4938
domestic product (3.2 (3.4) (0.5  (10.1))
]

& Per capita Met 38433 Ja394 40455 G24594 BETIE 75420
domestic product (2.50) (2.69) (10.09)| (9.63)
)

Hofe, The Dgures in Pareniiess SHows T8 DErcerians change over (evious pear,
O-Ouick Esfimare, P- Prowvisional Esfimale Source: Central Stalistical Organisation

1.17  The detalls of GDF, NDP, GMI and MNMI at current and constant [2004-05) prices from 2004-
05 1o 2013-14 with percentage change over previous year arg given in Appendix 1.4 to 1.7, The
sectoral distribution of GDP at constant (2004-05) prices and current prices with percentage change
over previous year is given in Appendix 1.8 and Appendix 1.9

State Income

1.18 The guick estimate of Gross State Domestic Product (GSDP) at factor cost al constant
{2004- 05) prices is T 22620850 lakhs during 2013-14 as against the provisional estimate of ¥
21285853 lakhs during 2012-13, registering a growth rate ol 6.27 percent in 2013-14 compared
fo nearly & percent in 2012-13 (Figure. 1.4}, At current prices the Gross State Domestic Product is
estimated at ¥ 39628246 lakhs (quick estimate) during 2013-14 as against the provisional estimate
of T 34784078 lakhs during 2012-13 showing a growth rate of 13.4 per cent.

Fig 1.4
Growth Rate of GSDP al Conslant (2004-05) Prices — Kerala
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1.19  The quick estimate of Net State Domastic Product (NSDP) at factor cost at constant prices
{2004-05) is T 19947798 lakhs during 2013-14 compared 1o the provisional estimate of T 18732729
lakhs during 2012-13, recording a growth rate of 6.5 percent in 2013-14. Al current prices the NSDP
is estimated at ¥ 35124459 lakhs (guick estimate) in 2013-14 compared o the provisional estimate
of ¥ 30827173 lakhs during 2012-13. The growth rate of NSDP at current prices is 13.9 par cent in
2013-14 compared 1o 11.2 par cent in 2012-13 (Tabla 1.2).
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Table 1.2
State Domestic Product and Per Capita Income of Kerala

Income (T Lakhs) Growth Rate [Percent)

201314 201213

2001112 201213(F) = o) @ 201314(Q)

1 Gross  State Domestic Product
a) At Constant 20095773 | 21285953 22620850 552 G627
(2004-05) prices
b} At Current 12687716 | 34784078 | 30628246 11.24 1392
prices

2 Met Siate Domestic Product
al At Constant 17691461 18732720 | 19947798 5.88 6.49
(2004-05) prices
b Al Current 2Y723315| 30827173 | 35124499 11.19 13.94
prices

3 FPer Capita GSDP (T}
a) At Constant coags g3227 BEEG2 540 575
(2004-05) Prices
b) At Current 53332 103321 117132 10.70 13.36
Pricas

4 Per Capita NSDP (T)
a) At Constant L2808 55643 LEo61 536 Los
[2004-05) Pricas
b) At Current B2753 91567 103820 10.65 13.38
Prices

Sowrce! Depadrmant of Econormics and Slalisiics
P Prowishonal Exhrmhs, O Ouick Estimats

Per Capita State Income

1.20 As per the quick estimates in 2013-14, the per capita Gross State Domestic Product at
constant (2004-05) prices was T 66EEZ as agansl provisional estmate of T 63227 n 201213,
recording a growth rate of 5.7 per cent in 2013-14. Al current prices, the per capita GS0DP in 2013-
14 was T 117132 registering a growth rate of 13.36 per cent aver the previous year's estimate of ¥
103321, The best indicalor of per capita stale income is NSDP (which indicales value added within
the stale) divided by the population. At constant (2004-05) prices, the quick estimates of per capita
Met State Domestic Product in 2013-14 was T 58961 as against provisional estimate of ¥ 55643 in
2012-13, recording a growth rate of 5.9 per cent in 2013-14, The Fig. 1.5 shows that during the period
2007-08 1o 2013-14, the per capita state income at constant prices was higher than the per capita
national income.
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Fig 1.5
Per Capita State Income at Constant Price
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Sectoral Distribution of Gross State Domestic Product

1.21  Dwring 2013-14, the confribution from primary, secondary and tertiary sectors to the GSDP at
constant prices (2004-05) was 9.2 per cenl, 19.9 per cent and 70.9 per cent respectivaly. At current
prices, the primary, secondary and tertiary seclors confributed 14.2 per cent, 19.7 per cent and
66.1 per cent respectively o the GSDP during 2013-14 (Fig. 1.8). This difference in sectoral share
between constant and currenl prices shows that inflationary trends In the primary sectors are much
higher than in the secondary and tertiary sector.

Fig 1.6
Sectoral Digiribution of GSDP 2013-14

sectoral Distribution of GSDP at Sectoral Distribution of GSDP at
Constant Price Current Price
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1.22  While analysing the sectoral distribution of state income for the year 2013-14, il iz seen
that the contribution from primary sector and secondary sector are decreasing. But tertiary sector is
showing an increase of 70.9 percent from 63.1 percent. The analysis of annual sectoral growth rate
af Gross State Domestic Product shows thal terfiary sector recorded the highest rate of growth 8.95
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percent in 2013-14 at constant (2004-05) prices followed by secondary sector (1.34 percent) and
primary sector showed a negative growih rate of -1.36 per cent. The driving factor for the growih of
the tertiary sector is mainky the growth in the transport, storage and communication sector which is
showing an increase to 16.78 percent in 2013-14 from 12.69 percent in 2012-13. Negative growth in
agriculture is generally because of the decrease of production in some of the cash crops like pepper,
turmeric, cashew, lea and coflee. At current prices, the tertiary secior recorded a growth rate of
1768 parcent, secondary seclor 17.68 percent and primary sector with 7.5 percent in 2013-14.
The details of sectoral distribution of GEDP with percentage during the last three years is given in
Appendix 1.10 to 1.12 and the details of GSOP, NSDP at constant and current prices during 2004-05
to 2012-13 ara grien al Appendix 1.13 1o 1.16.

District-wise Gross State Domestic Product

1.23 District wise distribution of Gross State Domestic Product at factor cost at cumrent prices
shows that Emakulam District continues: 1o have the highest income of T 5409716 lakhs in 2013-14
as against ¥ 4800385 lakhs in 2012-13 registering a growth rate of 12.7 per cent. At constant (2004-

05) prices, this amounts o ¥ 3264509 lakhs during 2013-14 compared o ¥ 3076050 kakhs during
2011 2-13, The details are given in Table 1.3 below.

Table 1.3
District-wise Distribution of Gross State Domestic Product
Gross State Domestic Product at Factor Cost (7 Lakhs)

District Namea Al Current Prices At Constant Prices
2012-13 2013-14 Growth 2012-13 2013-14 Growth
(P (Q) Rate (%) (P) (Q) Rate ()
1 Thiruvanan- 3807422 | 4386584 1521 | 2389896 | 2557684 7.02
thapuram
2 Kaollam 2622357 | 3068738 17.02| 1568503 | 16383013 787
3 Pathana- 1415868 | 1801475 1310 87ranan 834826 6.34
mihitta
4 Alappuzha 2265121 | 2611265 15.28| 1401763 | 14994509 6.97
57 Fottayam 2462601 | 2706144 9.89 | 1499584 | 1561907 4,186
G bdukki 1414976 | 1523375 7.66 TBTT25 TIE133 1.10
T Eranakulam 4800385 | 5409716 12.68| 3076050 | 3264509 6.13
8 Thrissur 2256733 | 3755258 15.31 | 2086372 | 2220384 745
o Palakkad 2649788 | 3033803 14.49 ] 1552401 | 12A8606 6.04
10 Malappuram 2707112 | 3083776 13.91 | 1584353 | 1684887 568
11 Kozhikode 2976151 | 3426518 15.13| 1826511 | 1554414 7.00
i2 Wayanad 730448 231919 13.89 412519 438137 5.73
13 Hannur 2520570 | 2840500 1268 | 1526722 | 1610524 5.52
14 Kasaragod 1154444 | 1249136 16.86 623464 737916 7.97
GSDP 34784078 | 39628246 13.53 | 21285953 | 22620850 6.27

urce; Department of Economics and Stalistics
P: Prownsional  Q:0wick
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District-wise Per Capita Income

1.24  Growth rate at curment prices does not eliminate tha inflationary impact. Whean district lewvel
growth rate at constant prices, is compared the “real” NSDP growth rate may be observed as the
inflationary impact has been aliminated. Table 1.5 reveals that the districls of Kasargod, Kozhikode,
Thrissur and all the souihern districls viz. Thiruvananthapuram, Kollam, Pathanamthitia, Alappuzha

o had higher real growth in NSDP than the State Avarage. However, the districts of Wayanad, Kollam,
= Palakikad and kdukki showed lower growih in per capita incoma than the state average.

LS. 1.25  The analysis of district wise per capita income shows thal Emakulam district stands first
with 1he per capita income of T BE267 al constant (2004-05) prices in 2013-14 as against ¥ B1557
in 2012-13. The district wise par capita income with corresponding rank and growth rate is given in

Table 1.4
Table 1.4
District-wise Per Capita Income at constant (2004-03) Prices

1 Thiruvananthapuram 63003 4 67209 “ 6.82
2 Kollam 51834 10 55960 B 7.75
3 Pathanamihitta 64930 3 BA518 3 7.07
4 Alappuzha ATa41 7 G2006 B 7.02
5 Kattayarm BE5I1 2 89565 2 4.54
& Ik H3058 5 BOZES i 2.05
7 Eranakulam 81557 1 BE267 1 5.78
B Thrissur 58429 G G2554 5 7.06
9 Palakkad 48879 1" 51561 11 5.49
10 Malappuram 33685 14 35230 14 4.59
11 Kozhikode 52176 L 56474 10 6.32
12 Wayanad 43690 13 46113 13 5.55
13 Kannur 53536 8 Bear2 8 5.30
14 Kasaragod 45TET 12 49041 12 n

STATE 55643 58961 5.96

Souvrce: Dapartment of Economics and Stalisiics P: Provisional O:0uwick

1.26 Table 1.4 reveals that the districts Ernakulam, Thrissur, Kozhikode, Pathanamthitta,
Thiruvananthapuram, Malappuram, Kannur and Kasrgod had a much higher growth rate than
the average growth in per capita income in 2013-14, However, the districts of Wayanad, Kollam,
Palakkad and ldukki showed lower growth in per capita income than the state average.

1.27  District wise and sectorwise analysis of GSDP reveals that Kollam district showed highest
confributions in primary sector and Ermakulam district confributions in secondary and teriary sectors
are highest. Districi-wise sectoral distribution of Gross State Domestic Product from 2011-12 o
2013-14 at current and constant (2004-2005) prices are given in Appendix 1.17 1o Appendix 1.22.
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NSDP - Southem States of India

1.28 In 2013-14, Kerala recorded 6.49 percent econamic growth rate, the second highest amang
Southern States and above the national average. Tamil Nadu growth rate of 7.48 during 201 3-14 was
the highast among the southern slates. Kamataka posted 5.73 percent growlh rate; Andhra Pradesh
5.97per cant. The all-India averags was 4.04 percent, according to provisional figures available with
the Central authorities (see Table 1.5 ). i may be seen thal all the southern siates have shown a
higher growih in 2013-14 than in the previous year.

Table 1.5
NSDP of Southern Stales of India at Constant Price (Base- 2004-035)
(¥ Crores)
State Name 201112 201213 | 201344 UrINLITHN | CGHOWNI SN

Andhra Pradesh 362808 | 382633| 405482 5.46 5.97
Karnataka 248040 | 259500 274531 4.62 5.79
Kerala 176915 | 187327 199478 5.89 6.49
Tamil Nadu 386508 | 397471| 427182 2.84 7.48
India 4619695 | 4794228 | 4988116 3.78 4.04

Source: ; Hamd Book of Staistics on the Indlan Economy RBI (2013-14)

1.29  An analysis of the growth pattern of NSDP reveals that the Services sector continues to
dominate the economy. Segments such as Transpor, Communication, Trade, Holels, Banking &
Insurance and Real Estate performed relatively well, Compared fo 2012-13, the secondary secior
recovered marginally in 2013-14,

1.30 The Ministry of Statistics & Programme Implementation has released the new series
of national accounts, revising the base year from 2004-05 to 2011-12. The base year of national
accounis was last revised in January 2010. However, income astimates of the changed base year of
various states are yet to be worked oul. Kerala's income will also undergo changes as it gels aligned
to the new accounting standards followed by the Central Government.

1.31 There is visible evidence of inequality within Southemn India. One reason could be thal as
IT companies have entered the economic arena, their high level of pay has raised the economic
standing of young and educated professionals, while the poor have become less able to afford basic
necessities. Inclusive growth has to ensure that wide inequalities in income and wealth are reduced
through a concerted effort at improving the income eaming opportunities for farmer, fishermen and
other vulnerable sections of the population.

1.32 Poverty may be defined as a state or condition in which a parson or cammunity lacks the financial
resources and essentials to enjoy a minimum standard of life and wall baing. Poverty, food prices and
hunger are inextricably linked. MilBons Fve with hunger and mal nourishment because they simply
cannot afford fo buy encugh food. The poor are those who are unable fo achieve basic facilities
like food, safe drinking water, shelter, access to information, education, health care, social status,
political power or even have the opporiunity to develop meaningful connections with ather people
im the society. This condition is absolute poverty, while relative poverty refers to the inadequacy of
income when compared to the average standard of living,
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Muiticdimensional Poverty Index

1.33 Estimating poverly on the basis of per capita income or per capita monthly expenditure along
will not give a clear and accurate indication of multi-dimensional poverty. There have been efforts in
recan! years o measure multidimensional poverty ratos. Keeping this in view the Oxford Poverty and
Human Devalopment Initiative and the United Mations Development Programme have devebiped a
Mulidimensional Poverty Index (MPI). Multidmensional Poverty is made up of several factors that
consiiute people's axperence of deprivation = such as poor health, lack of education, inadequate
living standards, lack of income, disempowerment, poor quality of work and threal of viclence, The
Multidimensional Poverty Index (MPI) for Kerala shows that there were 5.6 million people living in
poverty in Kerala in 2010, The challenge Is 1o pull this vast population out of poverty. it also shows
that Kerala ranks 169 among 673 provinces of 104 countries across the world in terms of the head
count ratio. The State’s position (128) is slighily better on the intensity of deprivation (Perspective
Plan 2030 - Kerala).

1.34 The Planning Commission, in June 2012, constituted an Expert Group under the Chairmanship
of Dr.C. Rangarajan io review the methodology for the measurement of poverty. The repor published
in June 2014. The Expert Group (Rangarajan) has considered an alternate view in estimating the
poverty line by referance fo the ability of households to save. The Methodology developed and
adopted by the Expert Group (Rangarajan) and some of the results based on these are outlined are
given in Bax 1.

Box No 1.1
Suggestions of the Expert Group (Rangarajan) for measurement of poverty

= Tha poverty lina should ba based on cartain normative levels of adequate nounshment, cloth-
ing, housa rent, conveyance and education, and a behaviorally determined level of other non-
food expenses.

» Tha Expert Group (Rangarajan) computed the average requirements of calories, proteins and
fals based on Indian Council of Medical Research (ICMR) norms diferentiated by age, gender
and activity for ail-India rural and urban regions o derive the normative levels of nourishment.
Accordingly, the energy requirement works oul to 2,155 keal per person per day in rural areas
and 2,090 keal per parson per day in urban areas.

The protein and fal requirements have been estimated on the same lnes as for energy. These
requirements are 48 gms and 28 gms per capita per day, respectively, in rural areas; and 50
gms and 26 gms per capila per day in urban areas,

In India, the new poverty line works out o monthly per capita consumption expenditure of
T 8972 in rural areas and T1,407 in urban areas in 2011-12. For a family of five, this franskates
into & monthly consumption expenditure of ¥ 4,860 in rural areas and T 7,035 in urban areas.

* In Kerala, the rural poverty line stands at T. 1054.03 per capita per month in 2011-12 and
7 1353.68 for urban areas. (Appendix 1.23)

* State-level poverty ratic was estimated as weighted average of the rural and urban poverty
ratios and the national poverty rafio was computed again as the population-weighted average
of state-wise poverty ratios.

+ The Experl Group (Rangarajan) therefore astimates that the 30.9% of the rural population and
26.4% of the urban population was balow the poverty line in 2011-12. Tha all-India ratio was
29.5%. In rural India, 260.5 million individuals weare below poverty and in wrban India 102.5
million were under poverty. Totally, 363 million were balow poverty in 2011-12.
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= According to this report as far as Kerala is concerned 11.3% of the population (38.3 lakh
person) is Below Poverty Line in 2011-12. 26 lakh urban people (15.3% of urban popula- =
tion) and 12.3 lakh rural people (7.3% of rural population) are Below Poverty Line. e

* The poverty ratio has declined from 39.6% in 2009-10 to 30.9% in 2011-12 in rural India and
from 35.1% to 26.4% in urban India. The decline was thus a uniform 8.7 percentage points
aver the two years. The all-India poverty ratio fell from 38_2%: to 29.5%. Totally, 91.6 million
individuals were lifted oul of poverty during this period. Stale wise comparison is given in
Appendix 1.24. -

= In Kerala, the rural poverty ratio has declined from 39.7% in 2009-10 to 7.3% in 2011-12 LJ
and from 23.7% 1o 15.3% in urban areas. The total poverty ratio has declined from 16.0%
to 11.3% during the same period. b

1.35 Various schemes on Poverty Reduction have been deall with in other chapters of the Raview. _'f'., >
While Kerala is batier off than most other siates in terms of average poverty estimates, there ane Y i
siill several pockels of deprivation in the state, for example among tribal population and fishermen
communities, Greater central assistance and appropriate livelihood programmes in these pockets
are required to ensure that poverty ks reduced throughout the state. Unemployment, lack of access
io drinking water, landlessness, marginalization, disabilities — all these are corelated with poverty in
the Kerala context.

1.368 In the Indian confext, upward fuctuation of prices of essential commadities s a common
phenomenan, which in um adversely affects common people and their purchasing power. Faciors
influencing inflation are the prices of primary food aricles and manufactured food products, fuel &
power. Among manufactured products, chemicals & chemical products, basic metals, alloys and
metal products are included. Rapid increasa in cost of farm input is reflected in rising cost of tha food
prices. Food articless manufactured food products together account for a significant portion of overall
inflation, The Wholesale Price Index (WPI) of primary articles, fuel and power and manufaciured
products was at 4,1, 4.4 and 3.6 percentages respectively in the first half of 2014-15, and the overall
inflation of all commodities declined to 3.9 percent in the first hall of 2014-15 from 6.6 percent in
the same period of 2013-14. On the other hand, price of the Petroleum products declined in the
domestic market in recent months. This is because Crude oil price plunged by 63 percent from $86.1/
bbl in October 2014 to $52.7%bb1 in February 2015, The sell-off reflects expectations of a continued
market surplus owing o weak demand, large supply growih, higher stocks and little indication from
QPEC that it will cut production to stem the price slide.

1.37 Kerala being a consumer state, major chunk of vegetables, rice, meat and other lood articles
are imparied from neighboring states. The important reagson for high food prices is exorbifant cost of
producton of food commodities and high logistics cost, This was due to rapsd increase in farm input
prices, low productivity, fragmenied land holdings and dedlining investment in agricultura seclor,

Price Indesx

1.38 Consumer Price Index (CPl) of Agricultural and Industrial Workers in Kerala increased to 261
during 2014 from 242 of the previous year. Consumer Price Inflation was less in 2014 compared to
2013, Food inflation was the main reason for increase of price index in Kerala, State wide inflation
based on CPI was 19 basis points between 2013 and 2014. Percentage variation of Consumer
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Price Index in the stale during 2013-14 was 7.85 against 14,69 during 2012-13.Cenire wise analysis
revealed that, CPl of Thiruvananthapuram reached 266 during 2014 from 143 in 2007, Year wise
analysis shows that CPI in Thiruvananthapuram has increased by 22 basis points in 2014 over
the previgus yvear, [9.02 percent which was higher than the state average of 7.85 percent)in Kollam,
the inflation was 8.57 in 2014. Pathanamithitta registered highest rate of inflation in Kerala, where
CPl registered at 142 in 2007 and it jumped to 259 in 2013 and it hiked to 281 in 2014. On the
other hand, Meppady (Wayanad) registered lowest CPI at 245 in 2014, Inflaction is relatively low in
Thrizssur whare CPl was 198, 228 and 246 in 2012,2013 and 2014 respectively. Emakulam, Thrissur,
Palakkad, Malappuram, Kozhikode, Meppady and Kannur has recorded price increase lower than
the slate average (Appendix1.25).

1.39 On an average, from January 2014 to October 2014 and compared with previpus year, prices
of essential commedities went vp considerably, Price of green gram has increased 25 percent in
Cclober 2014 over corrasponding period of previous year. Moreover, price of black gram and cocanut
oil have also Increased about 36 percent and 62 percent respectively on October 2014 in compared
with the same month of last year (Appendix 1.26).

1.40 Wholesale Price Index of Agricultural Commaodities in Kerala increased by 1543 points from
6099.12 in Sept.2013 io 7642.59 in Sept.2014, It is observed that wholesale price index went up
about 25 percent during the pericd of 2014, Altogather wholesale price of the food crops  increased
by 13.2 percent as on Sepl.2014. [Appendix 1.27).Among the food crops, prices of condimenis and
spices showed an all time increase by 55.2 percent during the year 201 4_As far as whole sale price
of Non- food crops is concarned, price increased about 59 per cenl as on Sept.2014 compared (o
the same period of the previous year. Exorbitant price rise of Qil and Qil seeds was the main factor
for increasing of Man-food crop price in Kerala. The month-wise wholesale price index of agricultural
commodities in Kerala is given in Appendix 1.28. Month wise price fluctuation index during the year
2014 is shown bn Flg. 1.7,

Fig 1.7
Month wise Price Fluctuation Index in 2014
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Price Parity
1.41 The Index refers to the relationship between price received by farmers through the sales of their

products and cost incurred by the farmers for producing their output. The index is a function of cost
of farm cultivation, domestic expenditure and market rate of farm products. Over the last len years,
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farmers suffer more owing to high cost of farm input and transportation cost and its consequence
was that price paid by farmers increasad manifald and prices received by them for their producis are
found to be less than what they pay (Appendix.1.29).i.e Price of rubber has declined drastically
to Rs. 110 kg in December 2014 from Rs 180/kg during the same period of last year, But their farm
expenses hiked substantially. This badly alfecied the rubber growers in Kerala. The index of Price
paid by farmers has increased by 815.29 from 10478.42 in 2013 to 11283.71 in 2014 (upto July),
conirary, price received by farmers has also increased to B1B8.57 in 2014 from 6008.5 during 2013,
bul the increased level was lower than whal they paid during the period under review. However,
during 2014, farmers” turnaround situation 1ook place and their loss also reduced.

Wages

1.42 The average daily wage rates of skilled workers ncreased considerably sinog 2004-05
(Appendix 1.30]. In the effect of price rise of essential commaodities, real value of money Is reduced
and wage rate increased accordingly. On an analysis, Average Daily Wage Rate of canpenter and
mason has increased about 13percent in 2013-14 over the pravious year. Likewise, an average daily
wage rate of unskilled Workers in the agricultural sector has also increased in 2013-14. The daily
wage rates of male unskilled workers in Agriculiural sector showed an increase of Rs.60.59 (13.8%)
over 2012-13. Meanwhile for the female workers it was ¥ 38{11.7%:) (Appendix 1.31).

Measures Taken to Control Inflation

1.43 Al the Mational level, Govarnmemt manitors the price situation regularly as confrolling inflation
Is a key policy priorty. In view of govemment policy, government imposed stock limits under the
Essential Commodities Act in respect of onion and potalo pulses.edible odl, edible oilseeds
etc. Minimum Expart Price (MEP) for polato was fixed al USD450 per MT woel 26-06-2014 and
at UsSD 300 per MT for onlon w.e.f.21-08-2014 as part of price control measures of polato and
onion, Government of India has advised 1o Slate Governments to allow free movement of fruits and
vegetables by delisting them from their respective Agricultural Produce Market Committee (APMC)
Acts, Stale Governments were also instrucied o lake concered action against hoarding & black
marketing. Other steps include a) Raising of minimum support price of rice (kharif) and wheat(rabi)
during 2014-15 crop season by about 4per cent. b) Allocation of additional 5 million tonnes of rice to
EPL and APL families in States and ¢} Allpcation of 10 million tonnes of wheat under open marked
sales for domestic market for 2014-15.

State Gout's initiatives
1.44 Strong market intervention activities have been done by the Government of Kerala to prevent

the price hike of essential commoditites. SUPPLYCO is strongly inferening the market o supply the
essential commodities at the subsidized rate.

— i Fo
T T
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State Finances

1.45 Though the national economy shows signs of macro-economic stability, recovery from economic
recession is still feeble and signs of having achieved a steady growih frajectory are yet to be
perceived. This scenario has adversely impacted the buoyancy of State revenues. The Kerala Fiscal
Respansibility Act was enacted in 2003 by the State Government with the objective of bringing in
fiscal consolidation through prudent fiscal management and greater fiscal transparency, The revenue
and fiscal deficit targets set by the Stale government for 2013-14 in Mid Term Fiscal Policy was at
0.54 percent and 2.82 percent of GSDP. The State Government could not achieve the targets due to
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non-realization of revenue at the estimated level, This shortfall was natural fallout in the context of
persistent macro-economic pressures. There has been considerable shortfall in the bevel of buoyancy
aof State taxes as well as share of Central taxes, The pressure on State finances is further aggravated
by increased expenditure committed by the State in social and developmenial activities. A shrinking
fax base particularly in the commaodities sector, especially rubber which had been the mainsiay of
the ecanamy in tha regions of the State producing that commodity contributed detrimantally to thea
State's afforis to mitigate the affects of economic slowdown.

146 In the years lollowing the enactmeant of Kerala Fiscal Responsibilty Act, thera has bean an
improvermeant in key fiscal indicators. Howewver the State’s fiscal consolidation efforts were affected
adversely in recent years due o vanous external and domestic compulsions. The revenus deficit
which was 4.37 per cent of GSDP in 2002-03 came down to 1.39 per cent in 2010-11. In 2013-14
revvenue deficlt was 2,81 percent of GSDP against 2.68 percentage of 2012-13. Fiscal Deficit which
siood at 5.28 per cent of GSDP in 2002-03 significantly improved 1o 2.93 per cent in 2010-11. Fiscal
deficit GSDP proportion during 2013-14 was 4.20 percent whereas it was 4.29 percent in 2012-13.

1.47 Dwring this perod commitied expanditure on account of salaries, pensions, and debt charges
increased considerably owing to inflationary pressures. Increased devolution to LSGs and enhanced
payments for weifare schemes and subsidies has also added strain on State's finances. Fiscal
constraints created by rise in revenue deficit impacted growth in capital expenditure during 2013-14,

1.48 The major deficit indicators of the State for the period from 2008-089 to 2014-15 BE is shown
Table 1.6
Table 1.6
Major Deficit Indicators
(T Crore)

Primary Deficit{-}
Surplus{+)

Revenus Deficlt Flscal Defick

S5l Mo.
% o % o %o 10
Amount GSDP Amount GSDP Amount

2008-08 | 371167 1.83% B3d6.21 3.13%| -1686.52| -0.83%| 20278278
200910 | 5022897 217% FATIE0| 33%c| -2578.012 1.11% | 231958.67
2010-1 3673.87 1.368% Tra0de | 287 -2040.80| -0.76% | 269473.78
2011-12 | B034.26| 261% | 1281477 4196%| -652147| -2.12%| 307906.00
2012-13 | 9351.45] 2.68% | 1500247 4.29% 779766 2.23% | 349338.00
201314 | 11308.56| 281%| 1694413 4.20% BETE.T4 2.15% | 402973.00

2014-15 | 713169 1.53%| 14389846 3.10% 4800.32 1.03% | 465073.00
BE

Source: Finance Daepariment, Gowl. of Kerala

1.49 In terms of Effective Revenue deficit, State’s fiscal performance gives a relatively stable picture,
This fiscal indicator denctes revenue deficit net of the revenue expandilure by way of grants for
creation of capilal assels. In the State’s context, a significant porion of State’s devolution to LS3Gs
and grants to various autonomous bodies are intended for creation of capital assets of durable
natura, The revenue deficit in 2013-14 was T 11308.56 crore, When the espandilure of T 3815.11
crore incurred for providing grants for creation of capital assels is deducted, the Effective Revenue
Daficit will be T 7493.44 crore in 2013-14, which is 1.86 percent of GSDP. The important financial
indicators for Government of Kerala for the period from 2004-05 10 2013-14 BE are given in Table
1.7
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Table 1.7
Financial Indicators for State Government
(T Crore)

2004- 2007- 2008- 2009- 2010- 2011- 2012- 201314
Particuiars 05 08 08 10 11 12 13 BE
Balance from cument Revenue | -1496 | -2749 | <2306 | -2155| -910| 4873 | 4866 | 2414.24
{BCR) (7 Crore)
Interest Ratio 027 0.21| 0.19) o20| o0.18| 0.17| D16 0.13
Capital Qutlay’ Capital receipts 0.15| 0.24| 0.27| O.26] 043) 0.31| 0.29 0.9
Rieturn ol Ireestmenl itk 0.013 | 0.011 | 0.012 | 0.008 | 0.020 | 0.016& MNA NA
Outstanding Guaraniees 091| 039) 031] 0.29| 0.24 0.22 MA NA
{imcluding interest)/Revenue
Receipts
Assets’ Liabilities 0.40| 0.40| o040| 0.40| 040| 040] HNA NA
Sowrce: Finance Department, Govl. of Kerala
NA » Not Avallahie
Revenue Receipts

1.50 The revenue receipts consist of State’s own tax and non-tax revenues, share of central taxes
and grants-in-aid from Centre. The total mvenue collection during 2013-14 was ¥ 48176.894 crome.
The revenue receipls of the State in proportion to GSDP decreased marginally to 12.20 per cent in
2013-14 from 12.63 per cent in 2012-13. Growth rate of revenue also showed a downward
trend in 2013-14 with a decreasa to 11.42 per cent from 16.12 parcent in 2012-13 and 22.65 percent
in 2011-12. The buoyancy of the revenue receipts was widely impacted by the sluggishness in public
consumption and weakening of core sectors like construction sector, real estales and automobiles,
as the recovery of the State economy from the recent slowdown is still not encouraging. The trend in
Revenue Receipts from 2008-09 o 2014-15 BE s ghven in Fig. 1.8

Fig 1.8
Trends in Revenue Receipls
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1.51 State’'s own taxes are the main sourca of revenue recaipts of the Stale. In 2013-14 contribution
from State's own taxes was 7 31995.01 crore (65.06%). Confributions from the share of central
taxes was ¥ T468.68 crore (15.18%). State’s own non-tax revenue in 2013-14 was 7 5575.02 crone
{11.34%) and Grants in aid received from Centre was 7 4138.21 crome (8.419%).
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1.52 The details of Revenue Receipts from 2008-09 1o 2014-15 BE is given in Appendix 1.32.

State’s Own Tax Revenue (SOTR)

1.53 The main sources of Slate's Own Tax Revenue [SOTR) are Sales Tax including Value Added
Tax (VAT), Stamps and Registration fees, State Excise Duties, Motor Vehicle Tax and Land Revenue.
The receipt from State’s Own Tax Revenue in 2013-14 was T 31985.01 crore, which was B2.53 per
cent of the targeted revenus., Receipts from Sales Tax and VAT (7 24885.25 crore} contributed
around T8 parcent of the tolal SOTR, followed by 8 per cent from Stamp dutles and registration fees
(¥ 2593.29 crore), T per cent from Taxes on Vehicles (¥ 2161.09 crore), & per cent from State Excise
Duties (¥ 1941.72 crore), and 0.3 per cent from Land Revenue (¥ 88.78 crore).

1.54 The receipts from Sakes tax including VAT showed 11 percent growth in 2013-14. In 2011-12 and
2012-13 it was 19.62 and 18.86 percent respactively. The growth rate in Motor Vehicles tax achieved
in 2013-14 was 1228 percent. In 2013-14 the receipts from siamp duties and registration fees,
state excise duties and land revenue recorded a negative growth of 11.74, 16.09 and 27 percent
respectively, The delails of Stale’s Own Tax Revenue (S0TR) from 2008-09 1o 2014-15 BE is given
in Appendix 1.33.

State’s Own NorrTax Revenue (SONTR)

1.55 The major shares of State's own Non-Tax Revenus (SONTR) are from the State Lofteres,
Forest revenues and receipts from various social developmental services. Receipts from SONTR
reqistered perceptible increase in the last three years, In 2013-14, T 5575.03 crore was realized
as SONTR, recording growth of 33 percent over 2012-13 (T 4198.51). As percentage of GSDP, the
recaipt from State's own non-tax revenus increased to 1.38 par centin 2013-14 from 1.20 per cant in
201 2-13. Significant growth in non-tax revenue is expected in coming years in the context of revision
of fees and fines for the services rendered by the Government,

1.56 Substantial increase of 42 percent in revenue was recorded under State lotteries in 2013-14,
Receipts from forest produces and from dividends and profits had also shown considerable growth
of 39 percent and 109 percent respectively.

1.57 Out of the total State’s Mon-Tax Revenue receipis of T 5575.03 crore realized in 2013-14,
T 785,70 crore was from lotleries. This constifutes B8 per cent of the total non tax revenue of the
State. This was followed by ¥ 630.05 crore from Social Developmental Services (11.30 per cent) and
T 330 crore from Forest revenue (B per cant). In 2013-14 receipts from debl services and dividends
and profits was T 250 cr. (4.48 percent). The delails of State's Own MNon - Tax Revenue [(SONTR)
from 2008-09 to 2014-15 BE is given in Appendix 1.34.

Central Transfers

1.58 Central Transfers comprizes of Share in central laxes and Grants in aid from Centre. The share
of States in the net proceeds of shareable central taxes during the 13th FC period from 2010-11 o
2014-15is 32 per cent, Out of this, Stale’s share is 2.34 per cenl. In 2013-14 the central fransfers by
way of share of central taxes and grant-in ald received was ¥ 11606.89 crore. This was 81 per cent
of the Central receipls eslimaled in the budget, The considerable fall in the transfers from Centre
affected the performance of Slate finances to a great extent in 2013-14, Growth rafe recorded in
Central government fransfers in 2013-14 was 17,69 percent.
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1.59 The share of Central Transfers in otal revenue receipis shows a declining trend in the kast few
years. it was as high as 29.51 per cent in 2007-08 which came down to the level of 23.60 per cent in
2013-14. The central fransfers as percanlage of GSDF during 2013-14 was 2.8 percent. Oul of the
todal ceniral fransfers of 2013-14, the receipts under share in ceniral taxes and ceniral granis were
T 7468.68 crore and T 4138.21 crore respectively. In 2013-14 the share of central taxes witnessed
growth rate of 9.18 percent only. The growth rate during 2012-13 was 14.19 parceni. The raceipi
frem central grant in aid showed considerable moreasa in 2013-14. I increased o 36.96 parcani
in 2013-14 against the negative growth rale of 18.54 per cent in 2012-13. The details of Central
Transters from 2008-09 to 2014-15 BE iz given in Tabla 1.8,

Table 1.8
Central Transfers: 2008-09 1o 2014-15 (BE)
(¥ Crora)
Grant-in-ald and other
E.r::;i; E?;::I receipts from Centre Total Transfers
for Plan and Mon-plan
Annual Annual Annual
Growth Growth Growth
Rate Amount Rate Amount Rate
(%) (%) (%)
2008-02 427652 5.52% 2BAT.19 23.46% BOG2.T1 11.79%
2009-10 4398.78 2.88% 2233.38 «16.89% G6632.16 w2 TH%
2010-11 5141.85 16.89%: 2196.62 -1.B5% Tax8.47 10.65%:
201112 59480.36 16.50%: Jr0a.22 B8 BB S6599.58 32.17%
2012-13 684065 14.19% 3021.53 -18.54% 286218 1.68%
2013-14 T468.68 0.18% 4138.21 36.96% | 11606.89 17.69%
2014-15 (BE) Q365,36 25.40% BaT2.02 61.23% | 16037.38 38.17%

Source. Finance Deparimeni, Govi. of Kerala

1.60 Central Transfers in Kerala and neighboring states during 2013-14 are given in Table 1.9

Table 1.9
Comparative Position of Central Transfers to Nelghbouring States -
2013-14 (BE)

(T Crore)

. ] g:
Andhra Pradesh 24131.36 15803.30 3093466 .30
Karnataka 150565.99 16428.11 3148410 4497
Tamil Nadu 172B5.66 B463.T1 25749.37 4.06
Kerala 8143.79 6221.42 14365.21 2.27
All States 2406577 | 290006.16 634071.93 100.00

Source: Stale Finances: A Study of Budgets (2013-14) by RBI

Economic Review 2014



Revenue Expenditure

1.61 The revenue expenditure of the State is mainly comprised of expenditure on salaries, penskon,
debt charges, devolutions o the Local Self Government and subsidies. The operational and
maintenance cost for the upkeep of the completed projects and programmes are clagsified under the
revenue account. Grants provided by the Slate to meel salaries and pension liabilities of employees
in the Universifies and Stale autonomous bodies and also the pension liabllities of employees of
Panchayat Raj Institutions are classified under revenue expenditure. Major portion of funds devalved
1o local bodies from the revenue account of the State government is utiized for the creation of capital
assels of durable nature. A significant share of grant-in-aid set apart for universities and autonomous
ingtitutions are now meant for creation of capital assets. Non-developmental expenditure of the State
mainly constifutes the committed expenditure consisting of debt charges, expenditure on pansion
payments and administrative sarvices.

1.62 The growth in revenue expenditure in 2011-12 was relatively higher al 32.83 percent. It was
mainly on account of larger commitment for implementation of Sth pay commisskon recommendation.
Subsequeantly It came down to 16.17 percent in 2012-13 and in 2013-14 it dropped 1o 13.08 percent.
Total revenue expenditure in 2013-14 was T 60485.50 cr. OF this, plan expenditure was T T073.66
cr and non-plan expenditure ¥ 53411.84 cr. The ratio of revenue expenditure relative to GSDP has
shown signs of stabilization during the last few years and this trend continued in 2013-14 also. This
was in the ratio of 1531 and 15.01 per cent in 2012-13 and 2013-14 respectively. The trend in
Revenue Expenditure from 2008-09 to 2014-15 BE iz given in Fig. 1.9,

Fig 1.9
Trends in Revenue Expenditure
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Souwrce: Finance Department, Govl. of Kerala

1.63 Expenditure on committed labiliies on salaries, pension, interest payments, subsidies and
devalution to LSGs constitutes 70.24 per cent of revenue expenditure in 2013-14. During this year
86.40 per cent of the revenue receipis of the Stale was used for meeting the above committed
expanditure. Expenditure on market infervention operations to contain price rse of essential
commoadities, inclusive policy initiatives fo bring all weaker seclions of sociely under social securily
net and governmant's efforts 1o impart quality services in haalth and education seclors woare atso the
imporiant factors contributed for increased revenue expenditure.

1.64 In 2013-14 salary expenditure as proportion of tolal revenue expenditure was 31.88 per cent

whereas it was 32.26 per cent in 2012-13. Pension expendilure as percentage of tolal revenue
expenditure was 16,49 per cent in 2013-14 compared to 16.58 per cent in 2012-13, Interest payment
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as percentage of iotal revenue expenditure increased o 13,67 percent in 2013-14 from 13.47
percent in 2012-13. The details of Revenue Expenditure from 2010-11 to 2013-14 are shown in the
Table 1.10.

1.65 The delails of Revenue Expendilure (item wise) from 2008-09 o 2014-15 BE is given in
Appendix 1.35 and 1.36 and expenditure an interest, pension and salary from 2008-08 to 2014-15
EE is given in Appendix 1.37.

Table 1.10
Trend in Revenue Expenditure from 2010-11 1o 2013-14

i. Salaries | 11031.97 | 31.82| 16028.82| 34.81|17257.41 J2.26| 19270.78 | 31.88
il, Pension | 5767.49| 16.64 8700.3 18.9| 886689 1658 | 9971.27| 16.49
iii. Interest 56B9.66 | 16.41 6293.6| 13.67 | T204.81 13.47| B265.38| 13.67

iv, Devolu-
tions to0LS- 297887 B.54 2896.76 846 | 4735933 BB&| 497148 822
Ghs

V. Subsi-
diees

Committed
Expandifure | 26081.69 Th 27| 35833.91 TE.O04 | 39333.63 7354 | 4376687 | 7236
total (i0to v)

Others 857312 2473 1011071 | 21.96| 14155612 2646 | 2247714 | 3716
Total 34664.81 100 | 4604462 100 | 53488.75 100 | 504855 | 100.00

Source: Finance Department, Govt. of Kerala

623.7 1.8 1014.43 221 126518 237 1278.86 211

Capital Expenditure

1.66 Investment in infrastructure sector is essential for the long term development of an economy.
The State has already framed policy initiatives for atiracting long term investment in infrastructural
projecis. Infrastructure financing is becoming difficult due to deficit in resources, The use of bormowed
funds for bridging the resource gap for meeling revenue expendifure diminizhes the scope of investing
in capital projects. State is looking at alternative sources for financing major infrastructural projects
of the State. The share of government spending on capital projects has increased during receant
years. In 2010-11 capital axpandifure was ¥ 336369 cr_ In 2011-12 and 2012-13 #t has increased ta
the level of T 385292 cr. and T 4603.29 cr. respeciively. In 2013-14 it was T 429434 ¢r. In 2013-
14 Capital outlay - GSDP ratio was at the level of 1,07 percent with a marginal decrease from 1.32
parcent in 2012-13. The trend in Capital Oullay, from 2008-09 to 2014-15 BE is given in Fig. 1.10
and in Appendix 1.38.
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Fig 1.10
Trends in Capital Expenditure
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1.67 The public works confinued to remain the major segment of capital oullay with 32,68 per cent of
the total capital outlay in 2013-14 followed by Imigation (7.98 per cent), Industries (7.97 per cent) and
Agriculture and alled activities (4.90 per cant). The expenditure an loan disbursaments increased to
T1464.17 crorein 2013-14 from T1136.15 cr. of 201 2-13 with a growth rate of 28.87 percent. The capital
expendifure and tolal expenditure from 2008-09 to 2014-15 BE are also given in Appendix 1.39.

Debt Profile

1.68 Borrowings which are repayable and on which interest accrues are classified as debt. Debt of
the State comprizes of intermal debt, loans and advances from Central Government and liabilities
on account of Small Savings and Provident Fund Deposits, ete. Increasing gross fiscal deficit has
led 1o increasing debt Habilites of the State. The debt GSDP proportion has shown perceplible
improvement in recent years. The annual growth rate of debt has come down to the level of 14,92
percent in 2013-14 from 15.82 percent in 2012-13, Quistanding debt liabilities of the State at the
end of 2013-14 was ¥ 119009 crore. The Debt-GSDP ratio in 2010-11 was 29.83 percent. It declined
consistently and reached the level of 29.53 percent in 2013-14, Howewer the ratio of debt-in terms of
revenue receipts increased o 242 percent in 2013-14 from 234,63 percent in 2012-13. The debt of
the state from 200&-08 to 2014-15 BE is given in the Table 1.11.

Table 1.11
Debt of the State
(T Crore)
L] 2l CF e X
2008-0 | 3881400 | 14.10% 18447.00 | 16.33% 6009.00 | B8.60% | G3A2T0.00 | 14.19%
20010 | 4336800 | 11.73% 21266.00 | 15.44% pA0500 | &£63% | TOSGEO0D | 1217
2010-11 | 48528.10 | 11.90% 23TBE.06 | 11.69% BI59.08 | O0B8% | TBETI.24 | 10.88%
2011-12 | 55397.38 | 14.16% 2TE25.10 | 16.14% 639569 | O0.58% | BO41B18| 13.686%
2012413 | 65628.41 | 18.47% J1310.65 | 13.34% B621.78 | 3.54% | 103560.84 | 15.82%
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2013-14 | TEB04.35 ) 17.03% 3554251 [ 13.52% B662.21 | 0.61% | 118000.07 | 14.82%

2014-15 | 90023.00| 17.21% 33763.00 | -5.01% 7793.00 | 16.97% | 131579.00 | 10.56%
{BE}

Source; Finance Lepartment, (sovi. of Kerala )

1.68 Market borrowings and loans from financial institutions mainly constitute the internal debt of
the State and it constitules major share of the State’s debt liabilities, Central government loans and &
accruals from State Provident fund deposits are the other sources of State's debl. The share of =
internal debt in the total debt liabilities of the State comes to 65 per cent in 2013-14, The growth (@)
rate of internal debt in 2013-14 was 17.03 per cent. Qutstanding deb! under infernal debt increased

o T TEE04.35 crore in 2013-14 from T 65628.41 ¢r. in 2012-13. The liabiities under small savings,

PF, elc. comes {0 around 30 per cent of the iofal liabilities. The liabilities wunder Small savings, PF,

elc at iha end of 2013-14 was T 35542.51 cr. i showed an increase of ¥ 4231.86 cr. over 2012-13.

The outstanding liabilities under Loans and Advances from the Cenire at the end of 2013-14 weare

T 6662.21 cr. The gross and net retention of debt in 2013-14 was $15448.24 cr and 715466 cr
respectively. The debt profile of the state from 2008-09 to 2014-15 BE is given in Appendix 1.40.

Contingent Liabilities

1.70 To overcome the cellings on fiscal deficits and revenue receipts set by the Fiscal Responsibility
Act the Slate Government is giving guarantees to the borrowings of public secior undertakings and
other institutions instead of funding them directly through the budget. These contingent liabilities
alzo become the debt obligation of the state in the evenl of default by borrowing public secior unils
for which Government is a guarantor. The Quistanding Guarantees during 2013-14 is ¥ 12275.21

crore, The outstanding guarantees of the State Government from 2008-08 to 2014-15 BE are shown
im Table 1.12.

Table 1.12
Outstanding Guarantees

(T Crore)

Maximum Amount Amount outstanding

Year Total

Guaranteed Principal Interest
2008-09 11385.54 6912.65 690.67 7603.32
2009-10 10225.78 GEge.22 605.78 7485.00
2010-11 12625.07 T425.78
201112 1133211 B27T .44
2012-13 1148225 9099.50
2013-14 12275.21 a763.36

Sourca. Finance Department, ovt. of Kerala
14th Finance Commission Award

1.71 The Memorandum presented to the Fourteenth Finance Commission by Kerala had emphasized
the diverse patterns of development of the State, their increased fiscal needs and severe cosi
disabiliies. The differentials in growth and composition of GSDP giving rise to differing fiscal
capacities and differing fiscal needs calling for equitable and large devolution of resources from the
divisible pool had also been highlighted. It had submitted that close to 300 of the geographical area
of the State falls under forests; the State incurs costs of conservation and also loregoes revenues.
The posifive externalities of consarvation are a global good and hance any distributional scheme
shauld not be ignaring it
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1.72 The Memorandum also noted the large and vared investments in physical and social infrastructure
made by the State ower the long period aimed at the spread of health and educational services (o
reach all sections of population. The State has been making efforts to maintain the infrastructure by
devoling large part of the revenues but the running deficits have ofien put a break on this process
and a way has to be found oul of this scenario for befter upkeep of the infrastructure. These siructural
constraints have severely stressed the finances of the Siate despite tha valiant efforts, such as
implementation of VAT system, made by the State o garmer resources. The running deficits wera
more structural than a result of financial indiscipline or laxity and call for just consideration by the
Commission,

1.73 Kerala had made afforts in making the local governments ruly self-governing institutions by
devolving functions, funds, and funclionaries 1o them. Decentralisation has resulted in creditable
oulcomes in terms of reduction of poverdy and the provision of public services, Bul decentralization
involves additional costs for capacity building at the local level. As regards financing disaster
management, the State had argued that it faced diversity of disasters in the form of coastal erosion,
flocds, droughts and Bghtning and the last two Commissions had allecated inadequate resources,
The demand was for raising it,

1.74 The Fourteenth Finance Commission has taken due note of most of our submissions and the
awards address many of them. While Kerala along with many other States had demanded vertical
devolution of 50 per cent of the divisible poal, the Commissions award has seen a ten per cent jump
from 32 per cent {13th Finance Commission) to 42 per cent which together with grants adds up to
48 .44 par cent of the divisible pool. Our emphasis on the nead 1o take due nole of the conservation
of foresis has resonated well with the Commission as the horizontal devolution formula for the first
time gave a waight of 7.5 per cant to the forest area. The demand for the dropping up of tax effort
and fiscal discipline index has also been mel with resulling in the share of the state increasing from
2.341 1o 2.5 per cent.

1.75 The Fourteenth Commission has moved decisively away from sector specific and stale
specific schemes arguing that there has been no continuity between Commissions, their overap
with Plan schemes, the lack of an allocation formula and lack of flexibility in use putling states in
difficulties in running the schemes, The grants have been confined to just three areas, all of which
have addressed our concems. The three areas are: local govermnments (53.49 per cent), inancing
disaster management (10,25 per cent) and revenue deficit (36.26). The local government grants
are formula based with 90 per cent of the weight being camied by population and ten per cent by
performance, The 20 per cent weight for population makes the award criterion simple and equitable
without unnecessarily complicating it with indices of decentralisation and so on. The performance
criterion also favours Kerala, as the Kerala Local Government Service Delivery Project over the last
four years has already prepared the Siate to face the reguirements. The grant allocated io the Stale
under State Disaster Responsa Fund seems low bul it must be appreciated that it is on the basis
of a simple and clearly worked out formula which takes into account the expendilure booked under
the relevant head during 2006-07 1o 2012-13, the distance of the stale from the average per capita
GS0DP and rate of inflation.

1.76 Granls to meet post- devolution revenue deficit has been a long standing demand of ours
which has been ignored by previous commissions. But the Fourteenth Commission understood our
concerns well and allocated grants o meet the need. Among the major states {excluding Andhra
Pradesh for special reasons) only three have the benefit of receiving such grants, namely West
Bengal, Assam and Kerala, In the first year, Kerala will be recelving close to 10 per cent of the total
and in the second year around 8 per cent of the total coming down to 4 per cent in the third year and
zero in the last two yvears of the award, These are large sums which would considerably reduce the
need for borrowing to meet deficits and make awvailable larger funds for meeting maintenance and
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imvestment expendilures. However this recommendation has been accepied by the Government of
India only in principle and is tied to raising imternal resources by the State and fiscal consofidation
tor which the Central Government will put in place an institutional mechanism.

1.77 An imbalance pointed io by Kerala {and many other states) in the Memorandum is the
centralization of the allocation of plan funds and a secular decline in the share of State plans. Such
raduction has come about owing to the proliferation of centrally sponsored schames (CSS). Further,
many of these schemes are not suitable for the States. Kerala had strongly urged the Commission
to take a view on this to curb these tendencies. The Commission has taken a comprahensive view
of the fiscal relations bebwean the Union and the States, reviewed the exisling arrangements for
transfers and alzo the views of the varous committees and commissions. Recognising the need
for transfer of funds from the Union to the States, which go bevond tax devolution and grants from
the Finance Commission, the Fourteenth Finance Commission has recommended that the existing
system be reviewed and necessary instilutional changes be considered. The Commission is of tha
view that the Union Govermnmaent should continue to have fiscal space to provide grants to States for
functions that are broadly in the nature of "overapping functions' and for area-specific inferventions.
But “the existing arrangements for transfers between the Union and the Stales need io be reviewed
with a view 1o minimising discretion, improving the design of transfers, avoiding duplication and
promoling cooperative federalism, insofar as such transiers are required 1o be made oulside of the
recommendations of the Finance Commission™. The suggestion is fo expand the present role of the
Infer-State Council fo include the functions, such as to design schemes with appropriale flexibility
in overlapping areas, address economic and environmental concerns, and inter- state infrastructure
schamas. in the Morth Eastern States. The Imter-State Council in this new form will go a long way
towards opening a new chapler in co-operative federalism.

1.78 An imporant recommendation made by the Commission as parl of the changes in FREM
mechanizsms is the constitution of a Fiscal Council to "act as an autonomous body reporting to the
Ministry of Finance, which would, in lurn, repor to Parliament on matters dealt with by the Council in
accordance with current Constilutional provisions™. The Commission states that “there is increasing
recognition globally that the conduct of sustainable fiscal policy by governments and imparting
greater realism to the forecasts (including lesting their consistency with the fiscal rules) calls for the
establishment of an independent fiscal institution which could underiake ex-ante assessment of the
impact of iscal policy and the fiscal implications of budget proposals®,

1.79 Owverall, the Fourteenth Finance Commission has come oul with new and innowative
recommendations with greater flaxibility to States to transform themselves and chart out new paths
of development and fiscal and expenditure managameant,

oecton f
Barking

1.80 Financial sector initiatives directly influence the growth of the economy, since capital is an
imporant pre-requisite, The recent trend in macroeconomic indicators shows economic recovery
and the economy is on growth path, The banking infrastruciure in the State is well developed and
financial literacy is high. Owver the vears Commercial, Mationalized, Co-operative banks and a large
number of Grameen banks have sprung up within the State. Although, Kerala has only 1 percent
of the total land area, it has 4.84 percent of bank branches, Kerala has largest number of bank
branches among the semi urban areas in the country. At the end of March 2014, Kerala had fofal
5602 branches and there was an increase of 385 branches compared to March 2013. As on June
2014, total no of bank branches has increased to 5707, Despite Kerala's small size, this is on par with
large states like Bihar, Madhya Pradesh and Rajasthan (Appendix 1.41).
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1.87 Deposit mobilization Is an inevitable activity of all banks for augmenting credit flow to the
development and priority seciors of the state. Owverall Bank deposits in Kerala increased by 18.675%
from ¥2,34,217 crore in March 2013 to 2,77 940 crore in March 2014. Scheduled Commercial Banks
in Kerala accounied for 3.46 % of deposits of the country (Appendix 1.42). As on June 2014, Bank
Deposits have increased 1o ¥2,81,184 crore. As on March 2014, deposils in Kerala grew by 22.04 per
cent from 2,29, 148 crore 1o ¥2.79,655 crore (SLBC).

1.82 Az on March 2014, there has been 3.62 per cent increase in disbursement of advances lo
71,888,243 crore from ¥1,71,712 crore compared (o the previous year. Maharashira is the topmost
slate in disbursing advances in the couniry while Kerala stands at Bth position [Appendix 1.43).
The major advances financed by Scheduled Commarcial Banks increased by 10.98 per cent from
1,75,087 crore to ¥1,92,010 crore as on March 2014{SLBC). In real terms, the advances dropped in
2013-14 compared to the previous fiscal. Thal Is the percentage of advances disbursed decreased
from 3.12 percent to 3.01 percent in 2013-14.

Pradhan Mantri Jan-Dhan Yojana

1.83 Financial inclusion is an inherent aspect of inclusive growth, and a top national priority, A
miuli-prolonged approach has been launched to achieve financial inclusion for all our citizens, The
Pradhan Mantri Jan Dhan Yojana (PMJDY) is a powerful instrument for financial mainstreaming of
all citizens. PMJDY aims at providing universal access o banking facilities with at least one basic
banking account for every household, access to credit, insurance and pension facility, Through this,
the Govarmnmeni seaks lo provide to all people, universal access to all services of a modern financial
syslem, ranging from banking to credil lor economic activities and insurance, pension atc. for social
security. This will facilitate, direct and more efficient transfer of various benefits and subsidies. The
beneficiaries of the flagship programmas of Rural Development viz. MGNREGA, NELM, NSAP and
1AY are the major stakehalders of the Mission. Under PMJDY, in a record time, bank accounts have
been provided to 11.08 crore households with 100% coverage in 601 districts.

Box 1.2
AEBl - Recant Announcaments

Payments Banks

The objectives of setting up of Payments Banks will be to further financial inclusion by providing
(i} small savings accounts and (i) payments/remittance services to migrant labour workforce,
low incomea households, small businesses, other unorganised sector enlites and othar usars,

Small Finance Banks

The cbjectives of setling up of small finance banks will be to further financial inclusion by
(a) provision of savings vehicles, and (i) supply of credit 1o small business units; small and
marginal farmers; micro and small industries; and other unorganised sector entities, through
high technology-low cost operations, The small finance bank shall primarily undertake basic
banking activities of accepiance of deposits and lending lo unserved and underserved sections
including small business units, small and marginal farmers, micre and small industries and
unorganised seclor entities.
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R Deposit

1.84 Kerala has been the hub of NRI deposits in the country. Flow of deposits from non — residents
(MR} has been significant in 2013-14. NR deposits increased by a marked 41.84 per cent during
the year, from the level of ¥ 66,190 crofe [o T 93,883 crore. This rend of NR deposits increasing
their share in the tolal deposit basket had actually begun in 201112, It became more pronounced
in 2012-13 and furher continuad in 2013-14. Thus the NR deposits now account for mone than a
third of the total deposits in Kerala's commearcial banking system (Appendix1.44).The private sacior
banks have mobilized major chunk of the NRI deposits ollowed by the Siate Bank of Travancore
(Appendix 1.45). Fig.1.11 shows the growth of Bank Deposits in Kerala including NRI deposit,

Fig 1.11
Bank Deposits in Kerala
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Credit Deposit Ratio (COR)

1.85 In early 2000, Credit Deposit Ratio (CDR) of the Public Sector Banks in Kerala was very low.
During this peripd, banks were reluctant to disburse loans for education, housing, self employmeni
efc for fear of growing Non-Perorming Asset (NPA) in the Banking Sector. In view of effective
interventions by the Ceniral and State Governments, bank managements were encouraged 1o extend
lpans to needy groups by relaxing their policies, As per RBI dala , credit of Public Sector Banks in
Kerala grew by 54.67 percent as on March 2014 (1,88,243 crore), while aggregate deposits weni
up to B7.34 per cent during the same period reflecting a fall in CD ratio from 82.03 in March 2013 to
B7.73in March 2014 (Appandix 1.46). & { Fig:1.12). On the other hand, Credil Deposit ratio is low in
Kerala (67.73), unlike Tamil Nadu and Andhra Pradesh where the CD ratio is above 1, indicating that
banks in Kerala have idle funds for which there is inadequate demand. CD ratio in Kerala has been
increasing over the last three years. Despite that, during the current fiscal year, Kerala’s GO ralio is
lower than All India average. Tha fall in CD ratio was not only due to drop in advances by banks due
to fear of MPAs alone, but also signifies inactive absorption of cradit by the economy.
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Fig 1.12

Credit Deposit Ratio of the Public Sector Banks in Kerala
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Credit Flow to the Priorty Sectors

1.86 Priority sectors are those sectors that impact large sections of the population, the weaker
sections and the sectors which are employment-intensive such as agriculture, and tiny and small
enterprises. The calegories under pricrity sector include agriculture, micro & small enterprises,
education, housing, export credil and athers.

1.87 Dwring the financial year 201 3-14, Prigrity Sector Advances increased by T14,237crore as against
713,712 crore added during the corresponding period of previous fiscal, Against the mandatory norm
of 40% under prigrity sector advances, as at 31st March 2014, 59.14 percent of the tolal advances
of the banks in the State were (o priority sector. The priority sector advances to total advances of the
State have recorded an increase of 242 bagis points from March 2013 to 2014(SLBC: 2014),

Housing Loans
1.88 During 2013-14, banks in Kerala including private sector banks sanctioned an amount of

28,426 crore to 7,52,152 beneficianies as housing loan against T26,633 crom to 7,115,797 banafi-
ciaries during 2012-13 {SLBC: 2014) showing 6.70 percent growth in total housing loan sanctoned.

Educational Loans

1.89 In order to support students from economically weaker sections of the society, Department of
Education, Minisiry of Human Resource Development, Government of India has launched an interest
subsidy scheme, The MoHRD has appointed Canara Bank as the Modal Bank for the Scheme, At the
end of March 2014, 9,199 crore was sanctioned to 3,90,237 students and the percentage increase
of education loan and beneficiares during March 2013 was 10.9 and 2.61 respectively over the
tast year (SLBC: March- 2014}, The Ministry of Finance has finalized the modalities of the Credit
Guaranteg Fund Trust ({GGFT) for Highar Education to be set up with a corpus of T2500 crore. The
high paint of the cradit guarantes trust initiative is that the students (with annual family income bedow

T4, 5lakh) will be able io avail education loans up to ¥7.5lakh without giving any collateral security or
third party guarantee,
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Advances to \Weaker Sedtions and SC/STs

1.90 During 2013-14, an amount of 743,437 crore has been disbursed to 45 84 421 beneficianas of
weaker sections in the state. Cormesponding figures in 2012-13 was 735,935 crore to 41,22,926 ben-
eficiaries indicating 21 percent of growth in the amount sanctoned. During 2013-14 the advances to
SC/STswas ¥ 6014 crore to 4,85,378 beneficiaries against 74155 crore to 3,54,048 benaficiarias
in the previous yaar, Thare is 44.7 36 and 37.1% increase in the tolal amount sanctioned, and numbear
of baneficiaries comparad 1o the previous year.

Micro finance

1.81 Micro finance indicates financial services for people who have no access to typical banking
senvices, [t generally fargets poor women, Micro finance programmes send a message o households
aswell as fo communities by providing access to financial services through making women responsible
tor loans, ensuring repayment through women, maintaining accounts for women, providing insurance
coverage through women, In Kerala, there were more than 5.08 lakh Self Help Groups (SHGS)
maintaining their savings bank accounts with ¥ 1,091 crore in various banks as on March 2014,
against 2,397 crore in 2012-13{SLBC:2014). During 2013-14 there is a decrease of 54.5 percent
in tha amount of SHGS Savings Account white the number of SHGs has an increase of neary15.5

parcent.

District ~wise andlysis of Banking Statistics

1.892 The districi-wise details of banking stalistics in Kerala (Fig:1.13) reveals that Ernakulam district
with 872 branches holds the largest number of branches followed by Thiuvananthapuram with 632
branches. In Wayanad and Idukki districts, the credit intake exceeded the deposits (Appendix 1.47),
The disbursement of credit against deposit in Pathanamihitta district was very low with the C.D ratio
of 30.13 percent,

Fig 1.13
District Wise Bank Branches in Kerala
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Finanaa Indusion Flan (FIP) 2014-16

1.893 The first four-year financial inclusion plan of banks for the perod 2010-2014 has ended. Al-
though there has been reasonable progress in the penetration of banking services and opening of
basic bank accounts, the number of ransactions through ICT-based Business Gorrespondent (BC)
outlats is shill very low. To confinue the process of ensuring access o banking services to the exclud-
ed, banks have been advised 1o draw up a 2-year Financial Inclusion Plan for the period 2014-16.

1.94 Annual Plan 2014-15 is the 3rd year of the 12th Five vear Plan (2012-17). Several systemic
improvements were made during 2014 to ensure that the Annul Plan is holistically impiemented,
Annual Plan for the year is formulated based on specific guidelines, While formulating the plam,
critical review of the performance of ongoing schemes was held. For the first time so far, before
the formulation of Annual Plan, stakeholder consultations were held on different areas of critical
importance 1o the state, with a bottom up approach, to capture information on the ground realities
of various development sactors. The recommendations of the respective Working Groups were
also considered for formulating new schemes. In order 1o avaid proliferation of schames, attempls
have been made to reduce the numbear of schames and wherever possible schemeas having similar
nomenclature have been grouped togethar under a single head as an ‘umbrella’ scheme. Aiming at
a qualitative improvement in plan implementation, an Award Systemn for the best performers in Plan
implementation has been introduced from 2013-14 onwards. Under this initlative, the awardess will
ba selected on the basis of thelr performance in plan implementation using a 100 point Weighted
Index. Awvard will be given to thies top perfarmeds each under five calegories depending on the size
of their Annual Plan outlay. The award for the year 2013-14 is being finalized. It is also a notable
achievement that a Summary Document on Sector/Sub-Seclor’Scheme wise Officer responsible
for the implementation of each of the schemes in the Annual plan 2014-15 fumished lo the Stale
Legiskature along with the Budget documents for 2014-15.

1.95 Major sector wise comparative statements of the outlays of Annual Plan (2012-13), (2013-14)
and (2014-15) is given in table 1.13 below. The total cutlay for 2014-15 is ¥ 20000 crore, reflecting an
increase of 17 65 percent over the previous financial year's outlay of ¥ 17000 crora, Out of the outlay
of ¥ 20000 crore, T 4700 crore is for assistance to LSGIs and the remaining 7 15300 crore is for State
sector schemes. This includes mandatory provisions such as Other Central Assistance, One Time
ACA. EAP, NABARD, XIll Finance Commission Award, Power, SCP/TSP, 55 o G55 and MLASDF.

Table 1.13

Annual Plan 2012-13, 2013-14 and 2014-15- Sector wise Qutlay Comparative Statement
(¥ crore)

I Agriculture and Allied activities 1236.41 | 1400.51| 1864.02 18.06

I Rural Development 46769 o444 32 617,23 13.39

I Special Area Programmes 284,30 265.70 41376 E5.72

W Irrigation and Flood Controd 465,80 505.14 749,64 48,40

W Enargy 1165.41 1222.70 1370.04 12.05
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Wi Industry and Minerals 547.70 575.36 B39.40 10.36
Wil Transport 119581 114516| 118087 312
Vil Secience, Technology and Envi- 446.52 534.43 621.45 16.28
ronment
X General Economic Services 27656 121724 165140 35.67
X Social Services 4650.13 | 58527.77| B334.44 14.59
A General Sarvices 4587 48,67 57 .66 18.47
Teddal - 11a X1 10782 13000 15300 17.68
Xl LSGD 3228 4000 4700 17.50
GRAND TOTAL 14010 17000 20000 17.65

Source: : Annual plan 201415 document

Box 1.3
Highlights of Annual Plan 2014-15

Kerasamrudhi - A scheme for distribution of quality coconut seedlings

Govardhini — Calf Support and heifer adoplion programime

Drinking Water supply Schemeas

Housing schama for Fishermean

ASWAS (Arls, Sports, Work Experence and School) — New Scheme

Setting up of infrastructure Facilities in G.V Raja Sports School, Thiruvananthapuram
Establishment of Production and Training centre in Polytechnic Colleges

Technology Business Incubation Centres in Polytechnics and Engineering Colleges
Arogya Kiranam for the treatment expenses of all children up to the age of 18 years for all il-
ness

Dizeased organ transplantation unit in Medical College, Thiruvananthapuram,
Upgradation of regional Institute of Ophthalmology in to a Centre of Excallence

State Initiative Programmes on Disability

Establishment of NGOs managed 14 old age homes

Cochlear implantation of hard hearing children

Model Anganwadies and Kerala State Commission for Protection of Child Rights
Selting up of Indian Institute of Mass Communication al Koltayam

Shalter Homes for wamen who face with violence al homa

Mew Flagship scheme — SEED fund to youth under MSME

Intermational Furmiture Hub at Emnakutam

Technology Innovation Zone al Kochi

Establishment of Modern Slaughler Houses in selected Municipaliies/Urban Local Bodies

Oriline Plan Monitaring Systern - Planspace

1.96 As part of strengthening plan monitoring and evaluation mechanism, an onlineg plan monitoring
system planspace was devaloped by tha Stale Planning Board with the lechnical support of IITM-K.
PLANSPACE s a wab based management information system for monitoring and evaluation of
the progress of implementation all plan schemeas in the State. The system is designed (o capture
relevant details aboul a plan schema/project, ils varous components, physicalfinancial progress and
implementation stalus at different levels. Dynamic and customized reporis for various slakeholders
are available in the system, PLANSPACE has been integrated with the Treasury Information System
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(TIS) so that plan expenditure could be captured real time. This faciltates comparison of figures
reported by Departments with Treasury figures of expenditure. The system will be extended o
Districts and, later on, to the Sub District level. This will enable implementing officers at District and
Sub District levels io direclly input data into the system, thus further enhancing its accuracy and
timefiness. Al present 213 plan implemeniing Departmenis/As are inpulting information lo planspace
on a real time basis. As per the information available on planspaca, during the current Financial Year
the tolal plan expendifure is  37% percent as on 315t December 2014 which is axpecied to improve
substantially by the end of the Financial Year.

1.97 As a further step towards making the monitonng mechanism more effective, it has been decided
1o introduce digitized documentation of assets created in the Annual Plan. Photographsimages of
physical assets created with geographécal cordinates will be uploaded o planspace using GPS,
NITM-K [a Govermnment of Kerala undertaking al Technopark, Thinsvananthapuram) has developed
an Android based mobile application for this. In the first phase, this will be introduced on a piio! mode
in Departments viz, Agriculture, Forest and Wildlife, PWD, Industries and Healthand family welfare.

\Viecro Economic Outlook Tor Kerala

1.98 Fiscal indicators of the State have suffered setbacks recently due lo widening gap between
revenue receipls and revenua expenditure. The fiscal instability in recent years is the result of the
State economy baing exposed o persisient macro-economic pressures. Stale’s revenus buoyancy
was severaly impacted by the slowdown in all sectors of the economy. Al the same time, the State
had to raise its public expenditure for the revival of the economy, Much will depend on good fiscal
management in the state in the coming years, Careful prioritiszation of key public sector projects,
which could stimulate the economy by crowding in more investiment from the private sector will be
required. This will help in crealing more employment opportunities and in enhancing the ability of
the Government to collect both tax and non tax revenues in future. This will create the fiscal space
for Kerala to further improve capital asset creation as well as provide for new and emerging health,
education and soclal justice concerns.in Kerala, the major problems that need focussed attention
include ageing population and their weifare; high density of population, rapid urbanisation and related
concams such as adequate housing, waste management, transport and employment opportunities,
These have been deall with in subsequent chaplers. The State already enjoys high fimancial lleracy
and can be encouraged to save and invest more if there are more value enhancing opportunities
in the state. The Perspective Plan 2030 envisages Kerala as a highly knowledge intensive State
where economic prosperity and high quality of life can be ensured along with equitable distribution of
income, waalth and opportunity and where our eanvironment and cultural haritage is protected.
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AGRICULTURE AND ALLIED SECTORS

Introduction

The agriculture sector in Kerala has undergone significant structural changes in the form of decline
in the share of GSDP, indicating a shift from agrarian economy fowards service sector dominaied
economy. The confribution of agriculture in the GSDP of the state has been steadily declining from
36.88 percent in 1980-81 to 8.95 percant in 2013-14, The seclor sufiered a setback in recent years
and the slowdown had several struciural consequences including agrarian distress. The agricultural
performance is subject to vear o year fluciuation due to vagaries of nature as well as high degree
of price valatiliy mostly due to international market price behawvior of the commeodities. It is a greal
challenge and formidable task to arrest the decline and reverse the slowing growth of agriculture
sector in the state.

Section 1
Agricutture
Performance of Agriculture

The share of agriculture and allied in total GDP of the country declined from 15.2 per cent in the
Eleventh Plan to 13.9 per cent in 2013-14 (PE}. However it still provides employment for maore than
half of the population [54.6 per cent as per 2011 census), The resilience of the sector is evident from
the fact that the sector last  posted negalive growth rate in 2002-03 and a remarkable growth rate
of 4.1 per cent in the Eleventh Plan period, During 2013-14 the growth rate has been 4.7 per cent as
per the provisional estimales. Also India has emerged as one of the leading producers of rice,
wheat, milk fruits and vegetables with record production in food grains,

2.2 With regard to Kerala, the growth performance of the agriculture and alied sector has been
fluctuating across the plan pericds. It withessed a positive growth of 1.8 parcant in X™ Plan périod bul
a negative growih rate of -1.3 percent in XI* Five Year Plan . In 2012-13, contrary to the quick estimate
which showed a 4.39 per cenl growth rala, the provisional estimate now indicales a downward
revision of growih rates to 1.38 per cant. In 2013-14 also, the performanca of the sector has baan
bleak , it clocking a negative growth rate of -1.36 percent for agriculture & allied sectors together. This
is apparently due to the lack luster performance of agriculiure which recorded a negative growih rate
of -2.88 par cent while the other two sub sectors under agriculiure & alled sectors recorded positive
growth rales of 3.4 per cent (forestry and logging) and 5.43 per cent (fishing).
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2.3 With regard 1o share of the sector in total GSDP, it has declined from 9.51 per centin 2012-13 o
8.83 per cent in 2013-14. However, the importance of the sector cannof be ruled out considering the
agrarian nature of the state amd the role that it plays in providing food and Ivelthood to the people
of the siate. The annual growth rate of agriculivral income and share of agriculiural GEDP for the
last five years are shown in Table 2.1,

Tabla 2.1
Annual Growth rate in Agricultural Income and share of
agricultural GSDF in Kerala
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Rate of change over WL 18 D ore i
previous year GSDP

1 2008-09 208 12.7
2 2009-10 -3.01 11.5
3 2010-11 «7.28 10.1
4 201112 015 8.1

5 2012-13* 1.46 8.51
B 2013-14™ -2.88 8.53

“Provisional - CQuick
Source; Directorale of Ecomamics amd Slatisics

The Situation Assessment Survey 2013

2.4 The Situation Assessment survey of Agricultural Households conducted at national level in NS30
70" round (January-December 2013} published in 2014, as a repeat of The Situation Assessment
survey of Farmears (2003} to collect information on vanous aspects of farming, such as farming
practices and preferences, availability of resources, awaraness of lechnological developments and
access to modem technology in the field of agriculture and level of living( measured in terms of
consumear axpanditure, incoma and indebiedness from the agrculiural housahalds n rural India)
have been released .The survey was conducted in 4,259 villages across India and covered 35,200
households in agrcultural year July 2012- June 2013, Apart from 1he cantral sample most of the
siate governmenis also participated in this survey. From Kerala, 159 villages ware surveyed covering
1236 households in visit | and 1217 houwsehobds in visit 1l In this survey, considaring the fact that
significant agricultural activity can be conducted without possessing any land, possession of lamd
as an eligibility criteria was dispensed with and replaced by the concept of ‘agriculiural production
unit’ as one which produces crops , livesiock and the products of any other specified agricultural
activities. The major findings have been summarized betow . The findings of the survey actually pose
a question on the agrarian nature of the state as the number of agricultural households in the state
as a percentage of rural households i3 mere 27.3 per cent and out of the agricultural households
nearly two — third of them eam income from activities other than agriculture. i is o be noled that for
the purpose of Situation Assessment Survey (SAS) of NSS 70" round, an agricultural household was
defined as a household receiving some value of produce from agriculiure activities (e.g. cultivation of
field crops, horicultural crops, fodder crops, plantation, animal husbandry, poultry, fishery, piggery,
bee-keeping, vermiculture, sericulture, etc.,) during last 365 days. However, household which were
entirely agricultural labour household were excluded from the coverage. In contrast o the definition
of farmer used in 58" Round, the necessary condition of ‘'land possession” had been dispensed with
in this round.
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Major Findings of the Situation Assessment Survey, N33O0, 2013

= 90.2 million households ie; 57.8 per cent of the total estimated rural households are agricultural
households . Kerala had the least percentage share of agriculiural househaolds in the country
ig; 27.3 per cen

= With regard to source of income, 63.5 per ceni of the agricuktural households reporied
agriculture as the principal source of income, while 22 per cenl reported wage /salary as the
principal source. In Kerala 81 per cent of the agricultural households reported to have sarmed
income from aclivities other than agricultural aclivities . Mere 16 per ceni reported cultivation
as main source of income and 0.6 per cant reported livestock as main source of incoma.

= Source of iIncome was determined by the extent of land possession. Household with
i, Less than 0.01ha of land-wage /salary and lvesiock was main source of income
ii. Greater than 0.40 ha —cullivation was the main source
iil. Batween 0.01 ha 1o 0.4 ha land- wage salary as well as cultivation main sourca

= All the major states excepl Kerala reported agriculural activity {cultivation, livestock and othier
activity) as principal source of income,

= 93 per cent of the agricultural households in the country possessed some other land other
than homesteads. While less than 7 per cent possessed only homesleads. With regard to
slates except Kerala, Punjab, Tamilnadu, Gujarat and Harvana, 90 per cent of the agriculture
households had both homesteads and some land other than homesteads. In Kerala, 12.3 per
cent had only homestead.

= More than 65 percent of agricultural households of Andhra Pradesh, Chhattisgarh, Madhya
Pradesh, Rajasthan, Tami Madu, Telangana and West Bengal had MGNREG job card al the
time of the survey while in Kerala it was 42.9 per cent.

= With regard foindebtedness of agricultural households 52 per cent of the agricultural househaolds
in the couniry were estimated 1o indebted, the average amount of kan autstanding being
T 47000/~ Shockingly for Kerala 77.7 per cent of the agricultural households were found 1o be
indabted, the average amount of lcan 1o be a massive ¥ 213600/, the highest in the country.

= At all india level, about 60 percent of the outstanding Ioans were 1aken from institutional
sources which included Government (2.1 percent), Go-operative society (14.8 percent) and
banks (42.9 percent). Among the non  institutional sources, agriculturall’ professional monay
lenders (25.8 percent) had the major share in terms of outstanding loans. Share of institutional
loans increases with increase in land possessed.
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The finidings of the survey could be considered in developing stralegies for agricultural
development in the stale for the revitalisation of the seclor,

Monsoon 2014

2.5 The pre monscon rainfall which is received in Kerala during March to May was normal this year
with a departura of -4 par cent from normal. The actual rainfall in Kerala during pre monsoon season
was 364.4 mm. Among the districts, Thiruvananthapuram and Wayanad received excess rainfall
during this perod and Thrissur experenced deficit rainfall. Lakshadweep showed a scanty condition
in 2014 with per cent departure of -67 from the normal.

26 Monsoon current advanced over the Andaman 3ea two days earlier than its normal date of
20™ May. However, it set in over Kerala on §"June, 5 days later than its normal date of 15t June
and covered the enfire country by17* July, 2 days later than its normal date of 15% July. Withdrawal
of monsoon from west Rajasthan commenced on 177 Seplember against its normal date of 1st
Sepltember. Out of the total 36 meteorological subdivisions, 23 subdivisions constituting 673 of
the total area of the couniry received normal season rainfall and 12 subdivisions (30% of tha lotal
area of the couniry) received deficient season rainfall, One subdivision (South Interior Karmnataka)
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constituting 3% of the iotal area of the couniry received excess rainfall. The actual rainfall received
in Kerala during southwest monsoon season (1% June to 307 September) was 2163.3 mm as against
the normal rainfall of 2039.7 mm in 2014 showing +6 per cant departure from normal. There was an
axcess of 26 per cant in the southwest monsoon rainfall during 2013.

This year all districts in Kerala receved normal rainfall for southwest monsoon season.

Fig 2.1
South West Monsoon Rainfall recelved from 1 June = 30 Sept 2014
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2.7 During north east monsocon season the actual rainfall recaived in Kerala was 461.4 mm as
against the normal rainfall of 464.2 mm. Among the districts Palakad (-22%) received deficient rainfall
whereas Emakulam (+21 %) and Koltayam [+26%) received excess rainfall during this season.
District wise rainfall distribution in the state during 2014 is given as Appendix 2.1.

Fig 2.2
North East Monsoon Rainfall received from 1* October to 17™ December 2014
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Land Use Pattem

2.8 Kerala is one of those states in India where land resources are pul to more intensive use than
anywhere glge, mainky because of the low percapila avaidability of land in the state. Data on land use
pattern for the year 2013-14 is given in Appendix 2.2. Out of a lotal geographical area of 38.86 lakh
ha, litthe above one fourth was under forests, and one tenth of it was put to non agricultural use, Also,
while the net sown area which accounts for 53 percent of the total area, did not record any significant
changes , area sown more than once which accountad for 15 percent of the total gecgraphical area
recorded a notabla increase of 4 parcent from 5.4 lakh ha in 2012-13 10 565 lakh ha in 2013-14. As
a rasult, contrary 1o the previous year the gross cropped area registered an increase of 1 percant.
Ancther notable feature is the decling in the area of barren and uncultivaled land by 17 per cent, of
parmanant pasturas and grazing land by 33 per cant and the area under current fallow by 8 per cant.
The land use pattern is shown in Figure 2.3,

Flg 2.3
Land Use Pattern Of Kerala 2013-14
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Trend in Area, Production and Productivity of Crops

2.9 Data regarding the area, production, productivity of imporiant crops grown in Kerala are shown
in Table 2.2 . Qut of a gress cropped area of 26.1 lakh hectares in 2013-14, food crops comprising
nce, pulses, tapioca occupy only 10.32 per cent. In 2013-14, food crops in general showed an
increasing  trend in production as the production of rice  as well as tapioca increased while that of
pulses recorded a marginal decline, This could be more on account of increase in productivity than
bacausa of an increase in acreage as the arga under nce has recorded only a marginal incraase
while that of tapioca has in fact declined. In the case of spices pepper showed a drastic fall in
production mainly due 1o a productivity decline, while production of ginger and turmeric all showed a
dawrward frend in production. In the case of plantation crops, collea, tea and rubber have shown
a decline in production while cardamom has shown an increasa, With regard to fruits banana and
other plantaing as woll as coconut recorded an increase in production because of an increase in
acreage whereas the cashew oulput largely declined.
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Area, Production and Productivity of Principal Crops

Table 2.2

I

1 Rica 197277 199611 | 508293 564325 2577 2827
2 Tapioca 69586 67588 | 2458515 | 2479070 35331 36673
3 Pulses including Tur 2048 2989 A246 3019 111 1010
4 Cardamom® 41600 38730 10222 14000 246 352
5 Coffea™ 85359 B5369 BB1TS 65645 a9 781
& Tea% S0205 J0205 2562 62037 2085 2084
T Rubberi 539565 | 548225 758840 B4E220 1481 1182
g Pepper B4TOT 4065 46293 28408 o7 350
9 Ginger 4505 4538 22064 21521 4898 4742
10 | Turrmeric 2628 2430 G204 B253 2827 2573
11 | Arecanut 10775 | 100008 118233 100018 1162 1000
12 | Banana 61011 62261 | 515607 531288 8451 B533
13 | Other Plantains 48859 4512 351315 362385 7190 GE48
14 | Cashew nui 52086 491056 37919 33375 7o8 680
15 | Coconut 798162 | B80BB47 5793 BO21 7265 Taz2

Proguction of Coconut in Mithon Nuls, Produethdaty in nembers.

Source; Direclorale of Economics and Slatistics.

# Rubber Board, “Spices Board .** Colfes Board . £Tea Board

Crop Wise Analysis
Rice

2.10 Rice is the staple food of Kerala and forms an inevitable part of an average Keralites' diet.
Unfgritunately, the area under rice has been dedining consistently since  the last three decades.
Today rice occupias only third pasition in area under cullivation way bahind rubber and Goconut.
However, after a period of confinuows decling the area under rice has shown an increase in 2013-14
albeit marginally (Appendix 2.4}, Accordingly, the production has also increased though this could
be mare on account of increase in productivity rather than increasa in acreage. Bul unforiunately,
productivity of the crop in the stala is very low (2827 kg/ha), although its higher than nalional average.
There has only baen a manginal increase in the productivity of rice In the past four decades China
which is the major producer of rice in the world has more than three times the productivity of (BT44kg'
ha) rice in Kerala. The productivity of rice in Egypl is the highest in the world (3088kg/ha) which is
nearty fourfold of our productivity.

2.11 Meanwhile at the national level, there has been 2,57 per cenl increase in area and 1 per cent
increasa in production of rice in 2013-14 over the previous year.

2.12 Season wise production trends reveals that the increase in production of rice is mainly due to
an increase in the mundakan crop, as the other two crops have not shown significant changes with
ihe puncha crop increasing marginally and the virippu crop infact declining (Appendix 2.5). The
increase could be mainky attributed to increase in area as well as increase in yviekd per hectara,
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2.13 District wise area under rice cultivation shows that area under rice has fallen irespectively for
all the disiricts of the state in the period 1996-97 to 201 2-13. However, the decline has bean sharpest
for Kollam (23%32) followed by Ernakulam (92%), Thiruvanathapuram,(86%) and Malapuram (78%).
Cin the positive side, in Koltyam and Alapuzha, the major rice growing districis the decline has been
much less{13 and 12 per cent respectively). Contrary to previous year whan majority of the districts
recorded a decling in rice growing area [ excepl Thrissur, Wayanad, Kannur and Kozhikode], in
2013-14, majority of them have recorded an intrease in area under rice cultivation. Emakulam which
showed sharpest decling of 49 per cent in 2012413, recorded an increase of 2.8 par cenl in area and
B per cant in production. However, the districts which showed an increéase in area in 2012-13 have
showed a decling in area and production in 2013-14 (ie; Thrisssur, Kannur and Kozhikode). ldukki
has shown the sharpest declineg in the area as well as production in 2013-14 to the tune of 43.5 and
434.7 per cant respectively. (details as given in Appendix 2.6 & 2.7).

Fig 2.4
Percentage change in area and production of rice in major districts of
Kerala during 2013-14 over 2012-13
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2.14 The decline in area indicates that area under paddy has been increasingly converted into other
crops as well as for non agricultural purposes. This is mainly due to low profitability as a result of
Increasing costs (caused by rising cost of human labour as well as seasonal shordage of labour as
well as relative price change in favour of competing crops. Inspite of focussed intervention through
state plan and REVY along with enhancing per hectare assistance from As.1500 1o Bs. 4500 in 12™
plan and introduction of procurement in all districls, rce production is nol responding positively.

Cooonut

2,15 ARlhough one of its principal crops Kerala's share in area as well as production of coconut in
the country is declining over time While it accounied for 69.58 per cent of the area and 69.52 per
cent of the production in the country in 1860-61, the cormesponding shares declined to 40.2 par cani
and 42,12 per cent respectively in 2011-12, However the area and production of coconut in the siate
has been increasing, From 29.88 per cent of the Mel Sown Area in 1980-81 the share of coconut
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has increased to 41.96 per cent in 2000-01. Althouwgh it declined to 37.19 per cent in the start of
the next decade, i was made good by 2011-12 {0 40,24 per cent .This could be because part of
the paddy fields were reclaimed and planted with coconut during the period, The production also
increased concomitant to increase in the area during this period. From 3220 million nuts in 1960-61,
the production increased 1o 5536 million nuis in 2000-01. After that the production plateaved and was
more or less stagnant in the next decade. Thus the increase in output is more on account of increase
in acreage as the productivity of the crop is very low in the state. In 2013-14, there was a marginal
increase in the production from 5799 million nuts in 2012-13 10 5921 million nuts. Area, production

and productivity of coconut in Kerala as well as India are given in Appendix 2.8.

2.16 The main causea for falling productivity is the prevalence of root wilt disease, poor managament
and existence of senile and unproductive palms. Hence massive replanting of root will palms by
glite palms and elimination of senile palms, setling up of nurseries for production of quality seedlings
and thair subsequent distribution is required for increasing productivity. Restructuring of the cluster
development programme is also essential for more effectiveness. The attempt made by the Depart-
ment of Agricutture and Cooperation to restructure two coconut development programmes through
convargence approach at the panchayath level during 2014-15 coupled with price advantage is
expecied Io revive coconut production in the state. The isclated attermpts of production of dwarf
coconut seedlings and hybrids need to be scaled up substantially with the support of Research and
Development institutions,  Entrepreneaurial ventures for the production of value added products like
desiccated coconut, beverages, shell based products, coconul cream, neera etc has to be promoted
with appropriate the up with credit and marketing agencies. The coconut procuremant systerm through
Krshi Bhavans in association with Keraled was introduced in 2012-13. The iniliative taken by Gowt.
in promoling neera in 2013-14 is expected io revive coconut economy of the stale.

Pepper

2.17 Pepper production in the country recorded a decling from 55 thousand tonnaes in 2012-13
1o 45 thousand tonnes in 2013-14 It is reportedly due 1o a prolonged monsoon session resulting
in adverse crop production. Concomitantly, pepper production recorded a decline in Kerala | from
46298 MT to 29408 MT in 2013-14. Fallling productivity could be the reason for faling outpul as
there has not been much decling in the area under cultivation.
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2.18 There has been a rally in pepper prices singe 2012 with price realization being a record high
T 609.70 per kg in January-June 2014 compared to ¥ 370,33 per kg in the corresponding period in
the previgus year,

2.18 This stagnani nature of pepper production in recent years is mainly due io low produciivity and
diseass affected pepper gardens. In order to revive spices development in the state, the deparimeant of
Agriculture has initiated comprehensive pepper development in Wayanad, Malappuram, Kozhikode,
Kannur and Kasargod disinicts.  An integrated action plan needs 10 be prepared for the revival of
the crop in the State, covering recrieniation of planting material production, expansion of grafting
wherever possible, area wide disease management, living and nutrients management and revival of
pepper samithies.

Cashew

2.20 India continued 1o be the largest producer of raw cashew nuts in the workd, The other main
producing countries are Vietnam , Brazil, Tanzania and vory Coast. The production of raw cashew
nuls increased from 728 thousand MT in 201213 to 736 thousand MT in 2013-14. The area under
cashew cultivation also recorded an increasa from 882 thousand hectares to 1006 thousand hectares
in the respective years.

Kerala State Planning Board
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2.21 Onthe contrary in Kerala im the last one decade, there has been a confinuous and considerable
decline in both area under cultivation as well as production of cashew. s alarming to note that the
production which stood at 60 thousand MT in 2004-05 declined to 37.9 thousand MT in 2012-13 and
to 33.3 thousand MT in 2013-14, While area dwindled from 81 thousand hectares to 52 thousand
hectares and o 48thousand hectares during the same period Productivity of the crop which was
around 800kg per hectare during the late eighties also dwindled o 680 kg per heclare in 2013-14
Details are given in Appendix 2.9

2.22 Area and production are increasing steadily in olbher producing states in the country. Eventhough
the major share of area under cashew comes from Andhra Pradesh (18.3%), Maharashira is the
leading producer with 32.9 percent share in production during 2013-14 whose share was only 10
par cent in 1990-91.

Flantation crops

2.23 Planiation crops in general are gither export oriented or import substifuting and therefore assume
special significance from the national point of view. It is estimated that nearly 14 lakh families are
dapandant on the plantation sector for velihood. Each of the four plantation crops of South India

has its distinct characterstics and economic problems. Consequent to the removal of quantitative
restrictions on impor, plantation crops in general are facing the threat of low quality imporis.
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2.24 Kerala has a substantial share in the four planiation crops of rubber, lea, colfes and cardamaonm.
These four crops togother occupy 7.04 lakh ha, accounting for 26.88 percent of the gross cropped
area in the state. Kerala's share in the national production of rubber is 72.02 per cent, coflee is 22
per cent and 6.3 percent in tea during the year 2013-14. Delails are given in Appendix 2.10.

Rubber

2.25 India produced only 8.44 lakh tonnes of natural rubber (MR) during the year 201 3-14, significantly
lower by B3.7 thousand tonnes from 9,13 lakh tonnes in the previous year. The severe summer in
Kerala during April and May 2013, interruption of lapping caused by unusually continuous monsoon
and lossinvield due to leaf diseases contributed to the severa fall in production. Morsover, low rubber
prices and high wages have compelled small holders o reduce application of inputs and adoption of
recommended farm management practices. Consequently, the average yield measured in terms of
production per hectare of yielding area declined during the year to 1629 kg from the previous year
1813 kg . Although vielding area expanded during the year by 14000 ha it could not fully offsel the
decling in production resulted from the low average yield, The consumption of natural rubber though
sluggish was higher than previous year, As a result India imported 325.2 thousand tonnes of natural
rubber during 2013-14 significantly higher than 217.4 thousand tonnes in the previcus year. If was
not different in Kerala also, as the total production dwindled from 798840 MT in 2012-13 1o 648220
MT in 2013-14 despite an increase in area of 1.6 per cent in 2013-14.

Detaits are given in Appendix 2.11 to 2.13.

2.26 With regard to rubber prices, it has baen volatile in both the national and international markets.
Driven by concermns about domestic availability of NR against the backdrop of the unusually severe
Monsoon raing in Kerala | the domestic markel (ASS 4 at Kottayam )sharply rose from T 167.5 per
kg at the baginning of the year (1 Aprl, 2013 to towch T 196.0 par kg in mid July 2013 with shor lived
dips in between . However prices fell sharply beginning from mid August 2013 to hit T 142 per kg
on 30 January 2014, After a marginal recovery, it ruled around ¥ 150 per kg by 31 March 2014 Also
its interesting to note that the domestic market ruled above the international markets throughout the
year with very few exceptions,
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.27 The declining rubber production in the year has affecied India’s ranking internationally as it has
been pushed to the fifth position with countries like Vietnam and China occupying the third and fourth
position respectively. Thailand confinues to be the lop producer followed by Indonesia in the second
spot in the global rubber scena.

2.28 The declining price of rubber is a cause of concern. A revival of rubber prices is expected
consaguent to the revisicn of import duty and other measures announced in 2013-14 by Governmant
of India. However, lo a large extent the price depends on global supply and demand of natural rubber

and the price of synthetic rubber.

Coffee

2.29 Domestic coffee production for the year 2013-14 was estimated at 304.5 thousand tonnes
which represents a decline of 13,7 thousand tonnes compared to the previous year. The long period
of drowght followed by extremely harsh monsoon coupled by the onstaught of While Stem Borer
{(WSB ) dizease led to this drastic decline in the crop. As per FAD estimates, yield in India is 837.8
kg per hectare much below Vielnam (2187.9 kg per heclare) and Brazil (1256.7 kg per hectare),
Interestingly, 8 comparizon of the productivity levels in 1971 vis —a vis 2011 suggests that India
{-2.7%) and Indonesia (-13.15) are the only two countries who have reported a decline in vield levels
in last 40 yvears. Lower productivity in India iz due fo limited mechanization, pest infestation, and
labour shorage.
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2.30 With regard to Kerala the production of colfee registered a slight decline from 88175 MT in
2012-13 to 6BE45 MT in 2013-14. The share of Kerala in 1otal coffes production in the couniry is
around 22 per cent during the year. Major variety grown in Kerala is Robusta with a share of 37.1 per
cent in planted area. Productivity of the crop in terms of bearing area in Kerala is 808 kg/ha which is
lower than the national level of 852 kg'ha during 2011-12. Among the States, Kerala stands next o
Kamataka which produces 70.4 percent of tolal coffes  production.

Tea

2.31 As one of the largest tea producing countries, India accounts for 24,8 percent of the tofal world
production. In 2011, domestic tea production breached the one billion mark and was placed at
1126.3 mkag.

2.32 Kerala accounts for 5.03 per cent of the area and 6.3 percent of the total domestic production
of tea in the country and it has been consistently falling for the last three years. Thara was some
raspite from this in 2012-13 as lea production recorded an increase of 5053 MT as compared 1o the
previous vear despite a decling in area of 18 per cent , mainly on account of increase in productivity.
Im 2013-14, thare has not bean much change in the area production and productivily of tea rom the
previous year. Delails are given in Appendix 2.14.

2.33 The major issues plaguing the tea indusiry are stagnani productivity, acute labour shortage,
high cost of machines, and lack of indigenous machinery,

Cardamom

234 India is the second largest producer of small cardamom and plays an important role in the
international trade of cardamom . Cardamom production in the country during 2013-14 was estimated
at 14.5 thousand tones compared fo 14 thousand fonnes in 2012-13, an increase of 500 fonnes.
Cardamom prices has dropped during 2013-14 1o 652.54 per kg. As a result the exports recorded a
drastic decline of 52 per cent in 2013-14,
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245 Meanwhile in Kerala, cardamom production has increased 36 per cent desplte a decline in area
of 4.5 per cent .

Collective farming through Kudumbashree

2.36 Collective farming is an important area of Kudumbasree which aims at food security both
at household and community level. The major crops cultivaled are paddy, vegetables, banana,
pineapple and tubers. In 2003-14  area brought under cultivation of paddy was 15078.60 ha,
vegetables contribufed i 12555.60 ha and 2247620 ha of area was coverad by other crops (banana,
pineapple and tubars), Datalls of area covered are depicted in Appendix 2.17. More hand holding

suppor including facilitation with banks and lechnology support are essential for improving Fvelihood
of the women groups involved in farming.

Intermational Year of Soils

237 UN has declared 2015 as the Internalional Year of Soils .The current rate of soil degradation
threatens the capacity to meet the needs of fulure generations. The promotion of Sustainable soil
and land management is central io ensuring a productive food syslems, improved livelihpods and
healthy environment. Soil is a non renewable resource iis preservation is essential for food security
and our sustainable future. The key objectives and key activities proposed in the international year
are shown in Box 2.1 below.

Box No: 2.1
International Year of Soils =Healthy Soil for Healthy Life

Key Objectives:

= To create full awareness of all stakeholders about the fundamental role of soils in human
life.

= To achieve full recognition of the prominent contributions of soils for food security and nutri-
tion, climate change adapiations, effectual ecosysiems services

= To promote effective policies and actions for the sustainable management and prolection
of soil resources

= Tosensitize decision makers about the nead for robust investment in sustainable soil man-
agemant activities o ensure healthy soils

= To advocate rapid enhancement of capacities and systems for soil information collection
and maintaining at all levals

Key activilies proposed

Mainstreaming 5ol issues into various events

WinterfSummer schools to deal with different and regionally specific aspects of solls
Regicnal demonsirations fworkshops of suitable soll conservation practices in degraded
areas.

Regional pilols for resioration of degraded soils

Compost frials in public places fo demonsirale the imporance of soil organic matier and
the use of residues

Farmer field schools on soil health management

Demonstration , campaigns, conferences, exhibitions release of postage slamps
Production of movie on soil manageament

Promation of simple kits for assessing the status of soils to be used by farmers

Initiation of soll doctors programme

Sowrce: FAQD 20714
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