CHAPTER 4

AGRICULTURE

Introduction

Economic liberalisation - induced demand-
based agricultural production necessitates moving away
from astable price support system towards exposure
and adjustment to unstable international prices. The
decreasing trend in family participation in the farm
operation with growing incidence of fragmentation and
conseguent declinein the average size of land holding
and subdued growth in yields and dominance of per-
ennial cropsmake Keralaagriculture morevulnerable.
Being the major cash crop producing state in the coun-
try, Keralais perhaps the most affected by agriculture
related trade policies adopted by Government of India.
The import of pepper from Sri Lanka under the Indo-
Sri Lankan Agreement affecting pepper farmersinthe
Stateisan example. Steps haveto betakentoimprove
productivity and quality.

4.2 Therisein internationa prices of some of the
commodities since the second half of 2002 and 2003
was reflected in the domestic prices also. However,
long run series of international prices show cyclica
movements. The prices have atendency to risefor 4-5
years and thereafter decline for about same number of
years. Such behavior implies that high level of inter-
national prices could largely be a part of cyclical
behavior. International pricesof agricultural commodi-
ties are characterised by high volatility, which is the
crucia factor for the trade policy and strategy. An
appropriate and suitably strengthened mechanism in
the state needs to be put in place urgently to influence
Trade Policy formulation in the dynamic context.

4.3 Thedomestic agricultural products haveto com-
pete with cheaper imports due to increasing liberalisa-
tion of import regulations. Quality standards have sev-
eral dimensions like adherence to global environmen-
tal and health standards and proper certification. A
thorough review of adequacy of institutional arrange-
ments in quality control, certification and trading in
the agriculture sector should be a state priority to take
advantage of global opportunities particularly in spices,
marine products, organic agriculture, horticulture prod-

ucts and medicinal plants. The Sanitary and
Phystosanitary (SPS) norms are gradually becoming a
weapon of trade discrimination. Greater awareness on
guality consciousness across the value chain through
appropriate extension support, improved post harvest
technology and infrastructure support could help in-
crease agricultural exports from the state.

4.4 The Medium Term Export Strategy 2002-07
(MTES) setsout aroad map for the export sector which
would be co-terminous with the Tenth Five Y ear Plan
period. TheMTESaimsat increasing India' s sharein
world tradeto one per cent by 2006-07 from the present
level of 0.67 per cent. The modified EXIM policy
would continue to lay focus in the direction of further
export facilitation measures already initiated with a
view to ensuring increased country’s share in world
exports.

45 Agricultura extensionisthekey to augment pro-
ductivity of cropsto agreat extent and extension should
begin to broad baseits programmes by utilising afarm-
ing systems approach, and suitably address marketing
and value addition. Wider use of electronic mass me-
dia through optimising the strengths of public-private
sectors has to be adopted.

Farming System

4.6 It is expected that future agricultural growth
would largely accrue from improvements in produc-
tivity of diversified farming systemswith regional spe-
cialisation and sustainable management of natura re-
sources, especially land and water. It isimportant to
explore frontiers in technology focusing on evolving
location specific and economically viable technologies
by capitalising developments in the field of biotech-
nology, information technology crop and water man-
agement. Effectivelinkagesof production systemwith
marketing, agro processing and other value added ac-
tivities would play an increasingly important role in
the diversification of agriculture.
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4.7 The major strength of the mixed cropping
pattern traditionally followed in Kerala was the
high degree of resilience for meeting the adverse
conditions emerging from the lossin revenue as a
result of thefall in prices of agricultural commodi-
ties. Fluctuationsin the prices of agricultural com-
modities normally do not adversely affect a cross
section of the commodities concurrently and the
mixed cropping system thus acts as a cushion for
absorbing the shock through cross subsidisation.
However, the extent of coverage under mixed
cropping system has become quite low in the state.
Eventhough the strategy has been advocated for
thelast oneand ahalf decades, especially inthese
Reviews, the adoption rate as well as success sto-
ries reported are far below the potential. Mixed
cultivation has to become the general pattern in
all farmsin the state as was the case once.

4.8 Diversification of agricultureneedsto en-
compass subsidiary farm activities such as api-
culture, dairy, agroforestry, piggery, fisheries
and poultry and appropriate marketing strate-
gies need to be designed to make these prod-
ucts internationally competitive. Diversified
agriculturewill need much more complex com-
mer cial linkages between thefarm and the mar -
ket.

4.9 Theresults of thetrialsin CPCRI indicate
the feasibility of several crop combinations in
coconut gardens. The major findings of experi-
mental trials are shown in BOX 4.1. Perennial
crops like coconut which occupy the land solely
and continuously for several decades neither re-
sult in realisation of the full potential of the land
nor in protecting the sustainability of the land.
More focused attention is needed to promote multi
species vegetation not only as an income security
strategy in combination with supplementary en-
terprises, but also to optimise biophysical and
socio economic resource use. Thisstrategy is also
relevant in the WTO context of reduced protec-
tion.

4.10 The experiments conducted at CPCRI in
root wilt affected coconut gardens with mixed
cultivation also revealed improved performance

of affected palms.

4.11 The diversification of the farming system
also offer opportunities to boost nutritional secu-
rity of the small holders. The introduction of nu-
tritionally rich crops in the farming system could
safeguard the nutritional security of the people.

Income

4.12 Thetrendsin agricultural incomein Kerala
during the last ten years is shown in Table 4.1.
Eventhough the sector has recorded positive trend
in growth performance in nineties, it has not been
consistent. Food crops in general have suffered
a set back in area and production despite a size-
ableinvestment. The earlier indication as per the
provisional estimate by the Department of Eco-
nomics and Statistics was that the growth rate in
agricultural income would be around 1.70 per cent
in 2001-02. However, the final figures indicated
adecline of 1.52 per cent in growth and the provi-
sional figure for 2002-03 shows a further decline
of 5.54 per cent. The dismal performance could
be attributed to decline in crop production cou-
pled with low prices of major agricultural com-
modities. The deficient rainfall especially SW
monsoon in 2002 also had contributed to the de-
clinein crop production. The contribution of ag-
riculture to State income has been on the decline
as the other sectors registered higher rates of
growth.

Rainfall

4.13 The South West monsoon of 2003 was
marked by near normal rainfall over the country
in general and the total South West rainfall in In-
dia was 102 per cent of its long period average.
However, in Kerala, the rainfall was only 2288
mm in 2003 (upto 31 October), against the nor-
mal of 2742 mm. in this period, indicating a de-
viation of 17 per cent from the normal. Highest
deviation from normal was recorded in July and
shortage of South West Monsoon was to the ex-
tent of 24 per cent from the normal (Table-4.2).
In Kerala the highest departure from the normal
in the last two decades was recorded during the
Southwest Monsoon of 2002. This adversely af-
fected agricultural production in the state. How-
ever North East Monsoon was above normal (32%)
in 2002. The figures are -24 and 4.9 per cent re-
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Major Findings of Studies on Farming Systems

A. High Density Multi species Cropping System

> Inthe coconut based high density multi species cropping system, the coconut yield ranged from
122 nuts/palm/year under /4" of the recommended fertiliser dose to 144 nuts/palm/year at full dose
of the recommended fertiliser - while net returns was the highest with 1/4 recommended dose of
fertiliser. Microbia bio mass and enzyme activities were highest in one fourth dose of fertilizer
recommendation.

B. Coconut based farming system under Coastal ecosystem

» The experiment was started in 1999, to study the profitability of coconut based system with
fodder, dairy, poultry and pisciculture.

» The plant nutrient status indicated improved NPK due to beneficia interaction of palms and
improved soil fertility status.

C. High density multi species cropping system model for coconut root (wilt)  affected
garden

» Coconut 112 nos. (adult), 152 coconut seedlings, 45 adult nutmeg, 25 nutmeg seedlings, 26
pepper plantsin coconut and another 82 pepper in the inter spaces, 500 banana plants, 1920
pineapple, 100 amorphophallus, cassava 75 plants and 100 Vanillaplantsin 1 ha. area arein-
cluded in the system.

> Apparently healthy and disease early palms produced higher number of nuts.

» Overdl there was decease in the yellowing and necrosis of the Palms indicating improvements
in growth character due to management practices.

E. Result of afield Survey

» Result of afield survey in 100 holdings in Kannur district on coconut based farming system
showed that the average net income varied from Rs. 20,000 to Rs. 40,000 /ha under rainfed condi-
tionsand Rs. 40,000to Rs. 60,000 /ha under irrigated conditions.

Source: CPCRI
Table4.1:
Growth of Agricultural Incomein Kerala
(at 1993-94 prices)
*
g Agricultural Rate of change Per_cent.age
Y ear over previous | contribution to
No. Income ear (%) Stateincome
(Rs.incrore) y
1 1993-94 6256 - 26.23
2. 1994-95 6897 10.25 26.62
3. 1995-96 6947 0.72 25.78
4. 1996-97 7115 242 25.39
5. 1997-98 6777 -4.75 23.67
6. 1998-99 6900 1.81 22.52
7 1999-00 7017 1.70 21.45
8 2000-01 5448 -22.36 16.23
9 2001-02 5365 -1.52 15.38
10 2002-03 5068 -5.54 13.72

*|ncludes Livestock sector
Source: Directorate of Economics and Statistics
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spectively in 2003. The deviation in rainfall, apart
from affecting production and productivity of an-
nual crops, also affects the productivity of peren-
nial crops such as coconut, rubber and pepper in
thelong run. Spatial and monthly pattern of rain-
fall and related data are shown in Appendix 4.3,

4.4, and 4.5.Maximum deviation from the nor-
mal was observed in Wayanad (-43%) followed
by Kozhikode (-32%) during 2003. During the South
West Monsoon of 2003, deficient rainfall wasrecorded
in 10 districts.

Table4.2:
Per centage Departure of Rainfall from Normal (1990 to 2003)
SI.No. Y ear Annual South W est North East
M onsoon M onsoon *
1. 1990 -28 -25 -4
2. 1991 -39 18 -21
3. 1992 -37 15 35
4. 1993 -08 -12 32
5. 1994 11 15 13
6. 1995 -06 -6 -22
7. 1996 -13 -8 2
8. 1997 3 6 31
9. 1998 0 2 30
10 1999 -8 -25 23
11 2000 -21 -18 -27
12 2001 -6 -13 0
13 2002 -14 - 33 32
14 2003 * - 17 - 24 4.9
o . Fig 4.1 . W Normal
District-wise Normal and Actual Rainfall, 2003 Actual
(up to 31 st Oct.) OActa
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Ground Water Recharge

4.14 Rainfall isthe major recharge source of ground
water, and the rise in water level in the Phreatic aqui-
fer is directly related to precipitation. A falling trend
in the post monsoon months indicates that the rainfall
is not sufficient to recharge the aquifer to the required
level. Thedatarelated to water level recharge and fluc-
tuation levelsin the State are shown in BOX 4.2

Major Findings of a Study on Water level
Fluctuations in Kerala

The data pertaining to 864 National
Hydrographic Network Stationsweremonitored for
water level during the month of April, August,
November 2001 and January 2002.

» During the year 2001-02, less rainfall was re-
corded in comparison with 2000-01, for NE and
Summer seasons except South West monsoon.

» About 20.5% of NHS have shownfall in water
level during January 2002 in comparison with April
2001 which are mostly located in the districts of
Malappuram, Wayanad, Ernakulam and
Thiruvananthapuram.

» During November 2001, the rise in the water
level is predominant in ailmost all the districts due
to higher rainfall received during North East
monsoon of the year 2001 in comparison with the
corresponding period in 2000.

» The comparison of the water level of 2001-02
with that of mean water level of 1991-2001, indi-
cates that the water level has not changed much
and water level fluctuation is confined to the range
of +2mto -2m. However in the month of August
2001, fall in water level is more predominant in
many districts except in the case of Kasaragod and
Kozhikode digtricts.

» Long term trend of data from 1981-2001, in-
dicatesthat in 72% of NHS, water level fluctuation
is negligible. 10% of NHS showed declining pre
monsoon trend in the range of 0.05 to 0.0 m/year.

Source: CGWB, 2003

415 Thefall in water level could be due to the fail-
ure of monsoon and due to enhanced development of
ground water. Most of the NHS which showed de-
clining pre monsoon water level have a steady post
monsoon water level trend. However, someof theNHS
in the district of Malappuram, Palakkad and
Pathanamthitta have shown falling trend in water level
during pre-monsoon as well as post monsoon periods
which need attention. Further shortfall of rainfall in
the State would affect the water levels in more dis-
tricts.

Need for Micro Irrigation

4.16 Inthecontext of water stressand scarcity, adop-
tion of modern irrigation technologies such as micro
irrigation systems which save water and improve effi-
ciency assume paramount importance. The recent
drought bringsinto sharp focusthe need for conserva-
tion of water resources. The Government of India ap-
pointed a Task Force on micro irrigation under the
Chairmanship of the Chief Minister of AndhraPradesh
to recommend measures needed to expand the cover-
age of area under such irrigation. The major recom-
mendations of thetask force are showninthe BOX 4.3

Major Recommendations of Task Force
on Micro Irrigation

» Rate of taxes on components of microirriga-
tion systems to be reduced to 2% from the exist-
ing range of 4-8%

» Reasonable assistance of 50% cost to be ex-
tended to all categories of farmers.

» Microirrigation should be made compulsory
in the Command areas of new irrigation projects.
» Extend coverage to 2 million ha which re-
quiresaninvestment to thetune of Rs. 9000 crores.
» Purchase of microirrigation systemsare al'so
to be considered as part of agricultura loan for
enabling farmers to derive the benefits of low in-
terest rates.

» In order to reduce high initial investment
needed, technological interventions like crop
geometry modification etc. has to be adopted.

» Promote demonstration units.

» Feasibility of low cost drip to be explored.
Source: Ministry of Agriculture, 2003
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4.17 Micro irrigation comprising of drip and
sprinkler become a pivotal element of integrated
water use system with many agroecological,
socio economic and environmental advantages.
Though the hectarage under micro irrigation in
the country rose from a meager 1500 hectaresin
1980s to near 5 lakh hectares in 2000, the tech-
nology adoption is confined to only few selected
areas. In Kerala also the scheme on populariza-
tion of drip and sprinkler irrigation is under im-
plementation. But the coverage is very low.
More focussed attention is needed to popular-
izemicroirrigation in the State. The salient find-

ings of an evaluation study on sprinkler irriga-
tion in Kasaragod district conducted by
NABARD are shown in BOX. 4.4. Apparently
there is no constraint in adoption of micro irri-
gation except the high initial investment which
could be addressed through credit.

4.18 The experiments conducted at CPCRI
have demonstrated the possibility of reduc-
tion of 50 per cent of fertilizer dose for co-
conut through drip irrigation. Detailed ac-
tion plan has to be prepared for populariz-
ing microirrigation in the state.

Major Findings of an Evaluation Study on Sprinkler Irrigation in
Arecanut Gardensin Kasaragod District of Kerala

» A sampleof 50 beneficiarieswasrandomly selected from each of theidentified schemes
financed by RRB and PCARDB. Further, acontrol sample of 15 farmers (non-beneficiar-
ies) was also selected for comparison purposes. All the costs and benefits were valued at

the reference year prices of 1999-2000.

» The cost of maintenance per acre ranged between Rs. 21841/- and Rs. 29132/- while
that of control (for irrigation) was above Rs. 64109/- the higher cost per acre for control
samples was on account of high cost of irrigation using manual labour. Thus the main
advantage of the installation of sprinkler irrigation in arecanut gardens was from the sub-
stantial reduction in labour cost. The financial rate of return for al the models worked out

to be more than 50 per cent.

> Sixty percent of the respondents of RRB were small farmers whileit was 24 percent in

the case of PCARDB.

» Erratic power supply was a major constraint in operating the sprinkler system. Hence
the farmers had to resort to keeping stand by diesel/kerosene pump.

» The sprinkler systemsinstalled in the beneficiaries’ gardens were functional in al the

cases.

» Themajor source of water for irrigation was streams. Scarcity of water was reported

during summer months.

» Though the scheme envisaged shifting type of sprinkler sets, thefarmersinstalled fixed
type sprinkler sets, as the installation of sprinkler was intended to save labour.

» The repayment performance of the beneficiaries were found to be satisfactory. Only
20 percent of the beneficiariesfrom RRB and 8 percent from PCARDB reported overdues.

All defaults were wilful.

Source: NABARD, 2002
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4.19 Dataon land use pattern of Kerala for the year
2002-03isgivenin Table4.3. Out of atotal geographi-
cal areaof 38.85 lakh ha. net sown area isabout 57 per
cent. Forest occupies around 28 per cent. Agriculture
and forest sectorstogether account for over 85 per cent
of the land area (see Fig. 4.3).

4.20 In the light of the newly introduced ordinance
on promotion of tree growth in non-forest areas, more
focussed action plan is needed to promote farm for-
estry to utilise the homesteads and other available land
for the promotion of tree growth.

There was no perceptible im-
provement in the extent of land
use for agriculture. Land un-
der non-agricultural uses was
9.10 percent in 1999-2000 and
has increased to 9.70 per cent
in 2002-03. There wasdecline
in the area under current

56.74%

Fig 4.3 Forest
Land use Patten in Kerala

(2002-03) @ Land put to non

27.83% agricultural uses

O Barren and
uncultivated land

[0 Permanent pastures
& Grazing land

fallows (8772 ha) and an in- 9.70% 0 Land under
crease in the area under fallow 0.77% miscellaneous tree
' crops
other thgn current fallow (7431 001% | mCulvable waste
ha). during 2002-03 over 2001-
02. The area under cultivable 0.13% [ Fallow other than
waste also increased by 11239 1.93% current fallow
ha and barren and uncultivated 1.81% —1.07%
B Current fallow
land by 50 ha.
Table4.3:
Land Use Pattern in Kerala (inHa)
Changein Area
2002-03 between 2001-02 &
Sl. Classification of Land 2000-01 | 2001-02 2002-03
No. % of Geo.| Actual %
Actual Area
1 |Total Geographical Area 3885497 3885497 3885497 - - -
2 |Forest 1081509| 1081509 1081509 27.83 0 0
3 |Land put to non agricultural 381873| 392352| 376751 9.70( - 15601 - 3.98
uses
4 |Barren and uncultivated 29318 29728 29778 0.77 50 0.17
land
5 |Permanent pastures & 164 233 451 0.01 218 93.56
Grazing land
6 |Land under miscellaneous 15409 13613 5186 0.13| - 8427 -61.90
tree crops
7 |Cultivable waste 59257 63771 75010 1.93 11239 17.62
8 |Fallow other than current 33988 34331 41762 1.07 7431 21.65
fallow
9 [Current fallow 77853 79270 70498 1.81| - 8772 -11.07
10 |Net area sown 2206126 2190690 2204552 56.74| 13862 0.63
11 [Areasown more than once 815556 801562 823671 21.19 22109 2.75
12 (Total cropped area 3021682 2992252( 3028223 77.94] 35971 1.20
13 ([Cropping intensity 137 137 137

Source: Directorate of Economics & Statistics
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Trend in Area, Production and Productivity of
Crops

4.21 Dataregarding the area, production and produc-
tivity of important cropsgrown in Keralaare shownin
Table 4.4 and Appendix 4.6. Out of agross cropped
area of 30.3 lakh.ha. in 2002-03, food crops compris-
ing rice, pulses, minor millets and tapioca occupy
only15per cent. Kerala state which had alow basein
food production is facing serious challenges in retain-
ing eventhismeagrearea. Kerala agricultural economy
is undergoing structural transformation from the mid
seventies by switching over a large proportion of its
traditional crop area which was devoted to subsist-
ence crops like rice and tapioca to more remunerative
crops like coconut and rubber.

4.22 The area under rice has come down from 3.22
lakh ha. in 2001-02 to 3.11 lakh ha. in 2002-03. Inthe
case of tapioca also the area has declined from 1.11
lakh ha. to 1.10 lakh ha during this period. The area

under commercial cropsin genera and rubber in par-
ticular has increased considerably during the last two
decades. The trend seems to have slowed down re-
cently. During Ninth plan average annual increasein
area under rubber was 1951 hawhile during 2002-03
the increase was only 1008 ha. compared to previous
year. The low price of rubber that prevailed during
the last two years might have influenced the slow rate
of area expansion.

4.23 Inthe case of coconut areawas at its peak dur-
ing 2000-01. During theyear 2002-03 area declined
by 20300 ha. from 2000-01and by 236 ha over 2001-
02. Thelow price of coconut coupled with the wide-
spread incidence of mandari pest might have influenced
thedeclinein area. Major commercial cropswhich had
recorded expansion of area during 2002-03 from pre-
vious year include cardamom (2900 ha) banana and
plantain ( 1163 ha). The major crops with consider-

Table4.4:
Area, Production and Productivity of Principal Crops

g Area(Ha) Production (MT) Pr(o‘gltélcit]g/i)ty
No Crops 2001-

2001-02 | 2002-03 | 2001-02 | 200203 | “ ;" | 2002-03
1 |Rice 322368| 310521| 703504| 688859 2182 2218
2 |Pulses 8191 7357 6281 5548 767 754
3 |Pepper 203956| 201037| 58240 59744| 286 297
4 |Ginger 10706] 10365 40181 39886| 3753] 3848
5 [Turmeric 3558 3388 7895  7598) 2219 2243"
6 |Cardamom 41336| 44237 8380 6480 203 146
7 |Arecanut 93103| 92589 84681 92039 909 994
8 |Banana 50871 51805 375903| 379884| 7389 7333
9 |Other Plantains 55183 55412 393182| 408649| 7125 7375
10 |Cashewnut 89718]  86623] 65867 63287 734 731
11 |Tapioca 111189 110297| 2455880 2504391 22087 22706
12 |Coconut * 905718 905482| 5479 5338 6049 5895"
13 |Coffee 84795 84139 66690 64425 786 766
14 |Tea 36809] 36821 66090 65800 1791 1787
15 |Rubber 475039 476047| 580350 594917 1222 1250
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ablelossin areaapart from coconut include cashewnut
(3095 ha) ginger (341 ha) and turmeric (170 ha).
Pepper (2919 ha), Arecanut (604 ha), Tapioca (892 ha),
coffee (656 ha) and tea (78 ha).

4.24 With respect to productivity, the tendency of
different categories of cropsisjust the opposite of the
trend in respect of areacoverage. The

the internal demand of food grains was estimated to
be around 50 percent during that period. Theincreas-
ing cost of cultivation and the disproportionately small
risein price has acted as adeterrent in rice production.

4.27 The average annual decline in area under rice
during the Eighth Five year Plan was around 22000 ha,

major crops with positive growth in
productivity levels are ginger 95 kg,
rice 36 Kg, Pepper 11 Kg, turmeric
24 kg, Plantain 250 kg, Tapioca 619
kg and Rubber 28 kg. The productiv-
ity declined in respect of coffee
(-20 kg) and tea (-4 kg), coconut (-
154 nuts), and Banana (-57)

4.25 Cropswhich havefailedto sus-
tain the production level of 2002-03

asin the previous year includerice (-
14645 MT), cashewnut (-2580 MT),

34491 Fig4.4
Annual Decdlinein Paddy Area ( ha.)
over the previousyear in Kerala
25087
11847
2857 2319
T T T
1998-99 1999-00 2000-01 2001-02 2002-03

ginger (295 MT), turmeric (-297 MT

), coffee (-2265 MT ), coconut (-141 m. nuts), carda-
mom (-1900 MT)), Tea (-290 MT ). Increasein pro-
duction reported during this period include banana
(3981 MT ) and rubber (14567 MT), Pepper (1504 MT),
Arecanut (7358 M T), lantains (15467 MT ) and Tapi-
oca (48511 MT).

Crop wise analysis

Rice

4.26 Theareaand production of ricewhich was stead-
ily increasing till the mid seventies had to succumb to
economic pressure emanating from other remunerative
crops like banana and coconut and the growth of the
construction sector. This resulted in the decline of
more than 5 lakh ha of area under paddy cultivation
during the last two decades. The twenty five year pe-
riod from the mid

whereas it has come down to an average of 13000 ha.
during the Ninth Plan period. During 2002-03, the re-
duction was to the tune of 12000 ha. from 3.22 lakh
ha. in 2001-02 to 3.10 lakh ha and rice production de-
clined from 7.04 lakh MT 6.89 lakh MT (Fig. 4.4).

4.28 The average productivity is stagnant at around
2.2 MT /ha(Table-4.4) Rice productivity at current
level issub optimal. Although the average productiv-
ity is higher than the national average of 1874 kg/ha,
it is lower than the levels achieved by the mgjor rice
producing states of Punjab, West Bengal and Tamil
Nadu (Fig 4.5). The consistent failure of the crop to
rise to the expectations has raised series of questions
about the policy to sustain rice production at any cost.
The enormous increase in the prices of fertilizers and
wages and non-availability of labour in peak seasons

seventies witnessed
large scale shift in
area under the crop.
Rice production
touched its peak
level of around 14
lakn MT in mid sev-
enties with a cover-

3545
\

3263

Kg./Ha.

intheMagjor States of India(2001-02)
2978

2514

age of 8.81 lakh ha.
The gap in meeting

Pujab  Tamil Nadu

Andhra
Pradesh

Wes Bengdl Kerda Uttar Pradesh
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in certain locations, the failure of theirrigation system
to serve the areas to the extent desired etc.are prob-
lems to be tackled to sustain this crop. The future of
rice production in the state lies in improving produc-
tivity through promotion of high yielding varieties un-
der scientific management. Strengthening of group
farming samithieswith the required facilitiesand gradu-
aly raising them to the level of self supporting institu-
tionsis perhaps oneway to circumvent these problems.
However past experience with the group farming pro-
gramme suggests that neither input subsidies nor in-
frastructure support per se can bring about substantial
changein areaand production. Instead of pumpingin
more money by way of additional incentives, appro-
priate ingtitutional arrangements for organising com-
mon services coupled with participatory irrigation
management, local water resources development and
selective mechanisation could improve the situation.
Applied research on emerging technologies and par-
ticipatory technology development are also equally
important.

4.29 Concerted efforts are needed to promote scented
rice cultivation in Wayanad, organic rice production
in Pokkali lands and medicinal rice in identified po-
tential panchayatswith necessary brand promotion and
marketing support in association with LSGs. Vaue
added products from medicinal rice could also be pro-
moted on SHG basis in collaboration with ayurvedic
industry.

Season wise performance

4.30 Season wise data on the performance of rice
during the last three years is shown in Appendix 4.8
Data shows decline in area in al three seasons with

relatively less reduction in Mundakan season. There
was 3.5 per cent reduction in areaduring Virippu sea-
son in 2002-03 compared to previous year and 6.3 per
cent reduction in Punjaseason. Areaunder Virippu is
gradually shrinking and about 45000 ha out of double
cropped land are remaining fallow during Virippu sea-
son. Group farming samithies should concentrate their
effortsin such areas with aview to bringing such areas
under double cropping. Mundakan season accounts
for highest share in production with 50 per cent fol-
lowed by 34 per cent in Virippu and 16 per cent in
Punjaseason. However productivity recorded in Punja
is the highest with 2723 kg. per ha. which was 14 per
cent higher than that in 2001-02.

High Yielding Varieties

4.31 The coverage of high yielding variety is given
season wise in Appendix.4.9 Inspite of sharp decline
in the area under rice, the coverage under high yield-
ing varieties remains steady and is increasing. The
coverage which was stagnating in the range of 1.65 to
1.77 lakh ha during the last decade, has registered
marked improvement in the last four years. It in-
creased from 1.77 lakh hain 1998-99 to 2.51 lakh ha
in 2002-03. Maximum high yielding variety coverage
was in Punja season with 98 percent. followed by
Virippu (88%) Mundakan (72%)and overall coverage
was 81 percent. (Appendix-4.9). The average produc-
tivity of high yielding varieties during 2002-03 was
2342 kg/ha. Thisimpliesthat the high yielding varie-
ties are not receiving the needed attention for scien-
tific management for securing optimal productivity as
there still exists awide gap between potential yieldsas
established in experimental farms and those actually
realised under field condition.

Table4.5:
Area, Production and Productivity of Ricein Kerala and India
S Area('000 Ha) Production(*000M T) Productivity(K g/ha)
No. Year Kerala India Kerala India Kerala India
1 2 3 4 5 6 7 8
1. | 1998-99 353 44598 727 85995 2061 1930
2. | 1999-00 350 44972 771 89680 2203 1994
3. | 2000-01 347 44710 751 84980 2162 1901
4. | 2001-02 322 44620 704 93080 2182 2086
5. | 2002-03 311 40410* 689 75720* 2218 1874

Source: Directorate of Economics and Statistics, Kerala, Ministry of Agriculture

* Advance Estimates as on 01-07-2003

Economic Review 2003




AGRICULTURE

4.32 Eventhough Mundakan season accounts for the
largest sharein coverage of areaunder riceitssharein
high yielding varieties is lower compared to Virippu
season. Thisismainly becauseof inadequate research
support to evolve varieties with multiple disease re-
sistance suitable for cultivation in different localities
in Kerala during Mundakan season.

Coconut

4.33 Coconut is cultivated in 12.8 million hectares
world wide with aproduction of 10.9 million tonnes of
copra equivalent. Coconut is grown in over 93 coun-
tries. Indonesiaisthelargest producer (28%) followed
by Philippines (23%) and Indid s share in world pro-
duction is 2 per cent , fourth being Sri Lanka with 6
per cent share. Countries of the Asia-Pacific region

2 per cent growth in eighties. Despite the deceleration
in the growth of yields, production of coconutsin the
country has increased by about 5 percent per annum
due to substantial area expansion at the rate of 3 per
cent per annum in Kerala and Karnataka and by 6 per
cent per annum in AndhraPradesh and Orissaand by 5
per cent in Tamil Nadu and 10 per cent in Maharashtra
during the nineties.

4.35 Keraa's share in area as well as production of
coconut in the country is declining over aperiod. The
share of area declined from 56 per cent in 1991-92 to
48 per cent in 2001-02 with a corresponding declinein
share of production from 46 per cent to 43 per cent,
while share of area in Karnataka and Tamil Nadu to-
gether increased from 29 per cent in 1992-93t0 38 per
cent in 2001-02. ( Fig 4.7)

Fig 4.6
Share of Coconut Pr%duction inthe World 4.36 With a coverage of 9 lakh ha, co-
conut occupies 41 per cent of the net cropped
21.6% 2~ Indonesia areaand provideslivelihood for over 3.5 mil-
lion families in Kerala. Production declined
E Philippines by 2.6 percent in 2002-03 compared to the
5.6% _ previous year. The widespread attack of
Bindia Mandari pest could perhaps be the factor re-
22 1% S Lanka sponsible for the decline in proglugtion. A
recent survey has reported the incidence of
=1 0thers mite at 55 per cent in Kerala, 37 per cent in
Karnataka, 44 per centin Tamil Nadu and 22

produce 86 per cent of the coconut in the world. The
major producers and exporters of copra in the world
are Philippines, Indonesia and Sri Lanka. Although
the share of Indiainworld production of coconut is 22
percent, the production of milling coprais around 12
per cent of the world output,

per cent in Pondicherry. The pest incidence
has a so been reported from many other coconut pro-
ducing countries. The chemical control though effec-
tive needs repeated applications making it not cost ef-
fective and eco-friendly. Biological control methods
seem effective, however further studies are needed to

while Philippines accounts

for 42 per cent and Indone-
sia 24 per cent.

4.34 In India, coconut is
growninanareaof 1.89 mil-
lion ha. producing 12822
million nuts with a per hec-
tare productivity of 6776
nuts. (Table 4.6) During the
nineties, all India yield

Area (Ha)

Area, Production and Productivity of Coconut

Fg 4.7

in the Major States of India

Production (M. Nuts )  Productivity ( nuts/ha)

growth decelerated signifi-

‘ @A Kerala ] Karnataka E

Tamil Nadu [JAndhra Pradesh ‘

cantly to about 1 per cent per
annum as compared to about
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develop alow cost biological control method in com-
bination with other management practices. The aver-
age productivity has dightly declined in 2002-03 by
2.5 per cent to 5895 nuts’ha compared to 2001-02.
(Table 4.6) The productivity levelsin Keralaare also
lower than other major producing states.

4.37 Apart from sizeable percentage of senile and
unproductive palms and the higher incidence of root
wilt affected palms, the share of younger non-bearing
pamsisaround 25 per cent as reported in the survey
of Department of Economicsand Statistics. Over popu-
lation of pams in holdings (231 Nos. per ha) is an-
other reason for low productivity of pams.

4.38 The International price of coconut oil (Philip-
pines) declined from $
737.08 per MTin 1999

stocks of oils and fats declined for the third consecu-
tive year on account of production shortfall caused by
weather. Palm oil imports rose sharply following the
reduction in customs duty. The import of edible oils
by India shot up from 1.06 million MT with avalue of
Rs. 2260 crores in 1995-96 to 40 lakh MT with a
value of Rs. 6465 croresin 2001-02.

4.39 Though Indiaisamong the leading producers of
coconut in the world, its relative share in the interna-
tional trade of value added productsisinsignificant as
compared to other major producing countrieslike Phil-
ippines, Indonesia and Sri Lanka. The value of coco-
nut products exported from Philippineswas US$ 1028
million, followed by Indonesia (US$ 525 million) and
Sri Lanka US $ 121 million) in 2001. Apart from the

to $ 318.08 in 2001
which recovered to
$421.00 in 2002 and
further improved to $
451in2003. Thein-
ternational price of
palm oil reached a

930

2860 791

21650 2 927
325 hgo12 —5# 19830
0 50 o1 263 759 10958 000
95 22

Price Trend of Copra
in Domestic & International Markets (Rs.per MT.)

Fig 4.8

34831 35060

2966 32040
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peak in 1998 with
$671.08 per MT; it de-

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002

clined to $ 285.67 in
2001, improved to $ ‘

—&— Domestic Market

—@— International Market ‘

390.25 in 2002 and

further moved to $ 430.60 in 2003. The recovery of
international prices of oils seems to have a positive
effect on the domestic price of coconut also. The price
of coconut in the state has started increasing from the
latter half of 2002. The International prices of vegeta
ble oils firmed up in the first half of 2003 as global

traditional products, technologies are available with
different institutions for desiccated coconut, coconut
cream, spray dried milk powder, pastured tender coco-
nut water etc. More concerted efforts are needed to
promote value addition in coconut. Promotion of
Hitech venturesin cooperative sector as well as micro

Table—-4. 6:
Area, Production and Productivity of Coconut in Kerala and India

g.. Area Production Productivity
no. | Year (‘000 ha) (Million nuts) (nutsgha)
Kerala | India | Kerala India Kerala India
1 2 3 4 5 6 7 8
1 1998-99 882 1755 5132 12536 5817 7145
2. 1999-00 925 1768 5680 12129 6140 63860
3. | 2000-01 926 1840 5536 12597 5980 6847
4, | 2001-02 906 1890 5479 12822 6049 6776
5. 12002-03 905 NA 5338 NA 5895 NA
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enterprises offer scope in the state.

4.40 However it should be recognised that mere di-
versification and value addition will not make the In-
dian coconut economy internationally competitive,
unless the cost of production of coconut is contained
and brought down in real terms over time. For thisthe
primary task isto raisetheyield of coconuts. Ina sur-
vey conducted by CPCRI, it was revealed that basin
opening and application of organic manuresarewidely
adopted while plant protection, spacing for optimum
plant density and cultivation of high yielding varieties
weretheitemswith low level of adoption. The present
level of adoption suggests the need for further inter-
vention to enhance technology adoption. Generation
of technologies for different agro ecologic situations
may improve the level of adoption. Integrated farm-
ing system with due emphasis on multi tier cropping
systems needs to be promoted in different agro eco-
logical situations.

Pepper

4.41 Indiais the largest producer of pepper in the
world with 25 per cent in share of production fol-
lowed by Vietnam with 23 per cent and Indonesia
with 16 per cent in 2002 and the world production was
3.24 lakh MT. World pepper production had regis-
tered asix per cent growth during 2002. In 1991, Vi-
etnam wasin seventh position with ashare of just 3.8
per cent of world production.  The projections for
world pepper production place Vietnam as the leading
producer with 80,000 MT followed by India with
65000 MT for 2003. There is concurrent increase in
area, production and productivity in Vietnam over the
period and productivity in Viethamisaround 1L.3MT /
ha.

4.42 The state continues to enjoy a near monopoly in
area and production of pepper, accounting for 95 per
cent each in the country. The productivity achieved
its peak level of 376 kg. per haduring 1998-99. The
productivity of pepper recorded during 2002-03 was
only 297 kg, per ha. The production increased from
58240 MT during 2001-02 to 59744 MT in 2002-03.
Pepper produced in Kerala fetches apremium pricein
international market in view of its intrinsic quality.
However consequent to the liberalisation of imports,
there are reports of low quality pepper arriving from
other producing countries. The import of pepper has
increased from 4028 MT in 2000-01 to 15750 MT in
2002-03 affecting the interests of pepper farmers of
the State. Thelndo Sri Lankan Free Trade Agreement
alowing free import of pepper has to be modified to
safeguard theinterests of Keralafarmers. Government
of Indiais now negotiating with Sri Lankafor a com-
prehensive Economic partnership Agreement and the
issue needsto be addressed in the proposed new agree-
ment. The country wiseimport of pepper into Indiais
shownin Table 4.7.

4.43 Indiacould export 42803 M T of pepper in 1999-
2000, which declined to 24000 MT in 2001-02. Ex-
port performance dissipated further and quantum of
exportsdeclinedto 20,000 MT in 2002-03. Thevalue
realization was also lower at Rs. 166.10 crores com-
pared to Rs. 211.93 crores in 2001-02 and unit value
realization declined from Rs. 88.30 per kg to Rs. 83.05
per kg. in the corresponding period. The unit value re-
aisation has dightly improved to Rs. 88.85in April to
July 2003 USA is the major export market for India
accounting for 45 per cent followed by Canada (11%)
in 2002-03. Vietnam is the leading exporter with 31
per cent followed by Indonesia with 22 per cent, Bra-

Table4.7:
Country-wise Import of Pepper into India

(Quantity in MT and Valuein lakh Rs)

2000-01 2001-02 2002-03

Sl.. | Country | Quantity | Value | Quantity Value Quantity Value
No.
1. Sri Lanka | 1759.31 2790.66 | 1240.54 | 1605.08 6373.61 5888.10
2. Vietnam | 666.90 689.88 | 2658.00 | 2197.92 7425.61 5090.41
3. Indonesia | 1188.76 1673.87 | 2010.35 | 1474.80 1631.73 1332.35
4. Others 412.78 528.85 | 419.27 358.46 319.05 210.57

Tota 4027.75 5683.26 | 6328.16 | 5636.26 15750.00 | 12521.43

Source: Spices Board
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Zil 20 per cent and India 13 per cent. Vietham exports
around 83 per cent of its production, while Indian ex-
ports account for only 32 per cent of its production.
The worsening export performance continued during
April-July 2003 also.

4.44 Government of India could build in adequate
safety mechanism and monitoring system to see that
the issue of certification of origin and the condition
relating to origin of the goodsare not violated. A quan-
titative limit has to be prescribed in respect of import
under the concessional duty route similar to the one
fixed for tea under the same agreement. Similarly in
respect of import for re-export of pepper which en-
joysduty free status, aminimum value addition needs
to be prescribed.

4.45 Price of pepper moved consistently upwards
from early nineties and reached a peak level in 1999-
00with Rs. 205 per kg. Sincethen declined to Rs. 125
per kg. in 2000-01, further down to Rs. 69 per kg. in
2001-02 and dightly improved to Rs. 78/kg. in 2002-
03. Pepper prices continued its declining trend since
2000.

4.46 The state hasto bestow specialised attention
for upgrading the productivity through an organ-
ised replanting programme. The productivity in
Indiaisthelowest amongthemajor producing coun-
tries. It isthe highest in Thailand with 4.3 MT/ha.
followed by Malaysia with 2 MT/hain 2001. Ap-
plication of soil conditioners, plant nutrientsinclud-
ing micronutrientsand biofertilizersunder aframe-

work of yield targeting in combination with plant
growth promoting bacteria and Trichoderma as
demonstrated by I ndian I nstitute of SpicesResearch
(I11'SR)could be adopted for enhancing productivity
of pepper. The major findings of research at 1SR
isshown in Box.4.5:

4.47 Thevarieta selection and improvement through
genetic upgradation is also important for stabilizing
and retaining its lead sharein global trade.

4.48 Thequality issuesreported in consignments ex-
ported from India include presence of pesticide
residues, mycotoxinsand microbial contaminations. In
the liberalised policy regime, exporters with the status
of trading house, star trading house or with in process
quality control system can export spices without
preshipment inspection and certification. Quality con-
trol is very important in the post WTO context to re-
tain the market share and the SPS norms are gradually
becoming aweapon to discriminate trade, and therole
of Spices Board assumes crucial, in enforcing quality
control norms. Spices Board may take further initia-
tivesto fix maximum pesticidelimitsat the codex level.

4.49 The pattern of global demand for the crop is
undergoing changes. The consumer preference is for
value added form of pepper such aswhite pepper, pep-
per in brine, oleoresin etc. Kerala could not take full
advantage of the emerging opportunities for want of
raw material of desired quality.

450 Emerging trends and market potential indicate

Integrated Plant Nutrient Management Strategy (IPNS)
and Plant Growth Promoting Rhizobacteria for Pepper

» Toattain atarget yield of 3 kg/vine from Wayanad, the nutrient requirement based on soil
test value, yield and nutrient uptake of the berry was N:P205:K 20 as 128:206:136 kg/ha.

> Adoption of IPNS reduced phytophthora disease incidence by 2%.

» 1ISR has also isolated a Plant growth promoting rhizobacteria compatible with biocontrol
agent Trichoderma. When inoculated together about 40% enhanced growth in black pepper

was recorded.

Source: 1SR, 2003
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that both supply and demand for organic spices are
growing throughout the world. India has developed
the national standards for organic production and pre-
scribed the guidelinesfor production of organic spices.
Accreditation criteria for inspection and certification
agencies are stipulated. Production programmes for
promotion of organic spices in collaboration with
Spices Board can go along way in exploiting theworld
organic spice market. A major portion of Wayanad
and Idukki could be brought under organic production

of pepper.

Cashew

451 India is the largest producer and exporter of
cashew in the world. India s share in world produc-
tion is 30 per cent with aproduction of 4.6 lakhMT in
2002. (Table 4.8)

452 Areaunder thecropinKerala, hasbeen declin-
Table4.8

ing steadily from 1.25 lakh ha. in 1988-89 to 0.87 lakh
ha. in 2002-03 and the production declined from 1.08
lakh MT to 0.63 lakh MT during the period. The
share of Keralain the areaunder cashew in the country
has come down from 23 per cent in 1987-88 to 11 per-
cent in 2002-03 and the corresponding declinein share
of production from 31 per cent to 12 per cent. Area
and production areincreasing steadily in other produc-
ing states in the country. Maharashtra is the leading
producer with 22 percent share in production during
2002-03, whose sharewasonly 10 per cent in 1990-
91. Areaincrease in Maharashtra was to the tune of
549 per cent during this period.

453 In spite of operating specia schemes for ex-
pansion of area under cashew, the coverage has been
steadily declining during the last two decades. The
declinein area from 1980-81 to 2002-03 was to the

Production of Cashewnuts Fig4.9
in different Countries during 2002 Production of Cashewnut in the World during 2002
SI.No |Country Production 16.76% A india
(in Lakh MT) oo |
1. |India 4.60 ' O Vietnam
2. |Vietnam 1.27 [ Indonesia
3. [|Indonesia 0.94 [ Western
4. |Western Africa 3.96 i
5. |[Nigeria 1.86 8.40% Others
6. |[Others 254
26.08% 6.17%
World 15.17
Source: CEPC
Table—4. 9:
Area, Production and Productivity of Cashew in Kerala and India
9. | Yer Area Production Productivity
No. (‘000 Ha) (‘000MT) (Kg/ha)
Kerda | India Kerda Inda | Keada| India

1 [ 199899 913 7320 513 460.0 562

2. | 199900 894 636.0 655 5200 73 78

3. | 200001 21 720.0 66.2 450.0 718 625

4. | 2001-02 89.7 790.0 65.8 470.0 A 710

5 1200203 | 86.62 770.0 63.29 500.0 731 760

Source: Directorate of Economics and Satistics & Directorate of Cashewnut
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tune of 51500 ha. Productivity of the crop, which was
around 900 kg. per ha. during late eighties has also
started declining from 1995-96 onwards, reaching 562
kg. per ha. during 1998-99 which improved to 734 kg.
per ha. during 2001-02 ( Table 4.4). and to 731 kg/ha
during 2002-03.

454 Indiaexported cashew kernelsworth Rs. 2006.40
crore during 2002-03 and imported raw nutsworth Rs.
1230.64 croreresulting in anet foreign exchange earn-
ing of Rs. 775.76 crore indicating 12.17 per cent in-
crease in rupee terms and 11.53 per cent increase in
dollar terms compared to 2001-02. U.S.A. isthe ma
jor export market with 55 per cent export share fol-
lowed by Netherlands (12%). The unit export price
of cashew kernels went down during the year 2002-03
by 13.42 per cent compared to 2001-02. Thetotal raw
nutsimported into Indiaduring 2002-03 was 4.01 lakh
MT. Around 22 per cent of total raw nutsimportedis
fromivory cost followed by Tanzania (19%). Indone-
siahasemerged asamajor supplier of raw cashew nuts
with a share of 16 per cent of total imports. Out of
imported nuts 54 per cent of imported raw nutsis bought
to Kerala during 2001-02 which was 46 per cent in

1998-99. Cashew processing industry isfinding it ex-
tremely difficult even to maintain the present level of
capacity utilization because of the lower availahility
of local raw cashew nuts. Concerted efforts are needed
to nurture this crop in the state with programmes to
promote high density planting with high yielding
cashew grafts. The recent decision of Government to
include cashew in thelist of plantation cropswill help
in area expansion under this crop.

Organic Agriculture
455 The size of global organic market is estimated
at US$11 billion, the equivalent of 2 per cent of the
total food market. The most important organic prod-
uct groups in the EU market are vegetables, fruit, po-
tatoes, beverages, spices, milk products and cereals.
Whilethe demand for organic foodsisincreasing, sup-
ply continuesto lag behind. Around 70 percent of or-
ganic food sold in the UK isimported. Organic pro-
duce imported by the EU originates from atleast 60
countries. In 2000, agricultural land under certified
organic agriculture averaged 2.4 percent of total agri-
cultural land in Western Europe, 1.7 percent in Aus-
tralia, 0.25 per cent in Canadaand 0.22 per centin US.
In most devel oping countries, agricultural land re-

Fig4.10
Export of Cashew Kernelsfrom India
during 2002-03 (by val ue)
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ported under organic agriculture is minimal and
less than 0.5 per cent of agricultural lands. UK
hasincreased budget of the organic farming scheme
to support conversion of organic agricultureto 20
million pounds per year. With 3 million ha, Ar-
gentina accounts for more than 90 per cent of cer-
tified organic land in Latin American countriesand
has the second largest area of organically man-
aged land intheworld after Australia. Theorganic
food salesin Germany is 3-4 per cent of total sales
while organic milk have covered 10per cent mar-
ket share. Organic coffee which accounts for 0.2
per cent of world coffee consumption, ac-

Fig4.11
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counts for 5 per cent of US coffee market. An
analysis of UK organic market is shown in BOX.
4.6.

4.56 Future growthin organic agriculturewill de-
pend more on supply constraints than on devel op-
ments in demand, at least over the medium term.
The supply of quality raw materials and rules gov-
erning organic production and processing might
limit the extent to which developing countries
could satisfy the demand in developed countries.

4.57 Organic farming is practiced in developing
countries have more out of economic necessity
than asalife style. Consumersin developed coun-
tries are reportedly willing to pay additional 10-
40 per cent for organic produce. Price advantage
may disappear in the long run and major market
would tend towards organic agriculture. Kerala
could exploit the growing international markets
especially in pepper, tea, coffee etc. Detailed ac-
tion plan to promote organic agriculture in col-
laboration with Commodity Boards and Non-Gov-
ernmental organizations would help in exploiting
the emerging international markets.

Analysis of Organic Market in UK

» Imports from India are dominated by tea,
nuts and spices

» 85% of organic teaisfrom India

» Themainimport from Mexico iscoffeeand
vegetables.

» Brazil’ sorganic exportsto the UK comprise
concentrated orangejuice, cashew nutsand cane
sugar. 70% of quantity imported from Brazil to
UK is Citrus based Products.

» 100% of organic banana is imported from
Egypt.

» China exports 14 different products to UK
market mainly rice, sunflower seeds, soyabean
and green tea.

EU isthe largest organic market in the world
and UK recorded annual growth in organic
salesin excess of 40%

Medicinal Plants

458 Theworldtradein medicina and aromatic plants
is currently valued at US $ 60 billion and India ac-
counts for anegligible share valued at about US $ 100
million only where as Chinaaccounts for about 40 per
cent of world trade. One of the major benefits of
globalisation has been the growing awareness about
herbal and aromatic plants. Global market for medici-
nal plants has been growing at a healthy 7 per cent
annually. Now the potential for exploitation of this
market has been recognized

4.59 Coordination of agencies involved in the pro-
motion of medicinal plantsin the state like forest De-
partment and Agricultural department is needed. In-
stead of promoting individual plants, aproduct oriented
approach by promoting the group of plants needed for
various products would be better from the commercial
angle.

4.60 Quality control iscritical in this business. The
herbal and medicinal market in Indiais still unorgan-
ised but has great potential if made systematic and
organised. Along with export market, domestic mar-
ket also could be exploited.

Plantation crops

4.61 Keralahasasubstantial sharein thefour plan-
tation cropsof rubber, tea, coffeeand cardamom. These
four crops together occupy 6.40 lakh ha, accounting
for 29 per cent of the net cropped areain the state and
43 per cent of the area under these crops in the coun-
try. Kerald s share in the nationa production of rub-
ber is92 per cent, cardamom 72 per cent, coffee 23 per
cent and tea 8 per cent.

4.62 Plantation crops in general are either export
oriented or import substituting and therefore assume
specia significance from the national point of view. It
is estimated that nearly 14 lakh families are dependent
on the plantation sector for livelihood. Each of the
four plantation crops of South India has its distinct
characteristics and economic problems. Consequent
to the removal of quantitative restrictions on import ,
plantation cropsin genera are facing the threat of un-
bridled inflow of these commodities.

Rubber

4.63 Glaoba natural rubber production at 71.10 lakh
MT in 2002 was below the record level of 72.10 lakh
MT in thepreviousyear. Theproductionin Thailand,
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the world’'s largest producer with a share of 35
per cent has been declining steadily from the peak
attained in 2000, mainly due to unfavourable
weather conditions and govt. efforts to manage
supplies in order to strengthen the prices. In In-
donesia, the second largest producer, 5 per cent
increase in output due to favourable weather con-
dition was recorded. The declining trend in pro-
duction in Malaysia over the past decade was re-
versed in 2002 with output rising at 8 per cent from
the 2001 level. The upward trend in production
in Vietnam continued with output rising by 20
per cent to 3.8 lakh MT.

4.64 Indiaisthethird largest producer of natural
rubber with a share of nine percent in the world
after Thailand and Indonesia relegating Malaysia
to the fourth position. The production of natural
rubber in the country was 6.49 lakh MT in 2002-
03, registering 2.9 per cent growth over the previ-
ous year. India is at the same time the fourth
largest consumer of natural rubber after China,
USA and Japan. The annual growth rate in pro-
duction in 2001-02 was the lowest (0.08 %) after
1982-83 while annual growth rate of consumption
was the lowest in 2000-01 after 1980-81, which
recovered to 1.07 per cent in 2001-02 and to 9 per
cent in 2002-03. Indian industry comprising 29
tyre manufacturing units and 250 medium scale
and 5500 small scale units
in the organised sector of-

84 percent of the areaunder rubber inthe country. The
coverage under the crop in 2002-03 was4.76 lakh ha,
higher by 1008 ha. over the previous year. The pro-
duction of natural rubber in Kerala during the year
was5.95 lakh tonnes. Theincreasein production reg-
istered during the year was 2.5 per cent over the previ-
ousyear. Being predominantly a small holder planta-
tion crop in Kerala, the average size of a small rubber
holding isaslow as 0.50 ha. The increasing trend in
productivity continued during 2002-03. It was 1190
kg. per hain 1998-99, which rose to 1250 kg. during
2002-03. In terms of tapping area, productivity re-
corded was 1635 kg. per ha during 2002-03.

4.66 Eventhough the domestic prices of natural
rubber were more or less comparable to interna-
tional prices during 2002-03 (See Appendx-4.23
and Appendix-4.24) the industrial sector still re-
sorts to imports in bulk quantities since the im-
port duty is only 25 per cent. The total quantity
imported was 26000 MT in 2002-03 which in-
creased to 40,000 MT in the first half of 2003-04.
The annual average growth of the domestic natu-
ral rubber industry for the period 1996-97 to 2002-
03, showed an annual average increase of 2.8 per
cent in production where as consumption had in-
creased at 3.7 per cent per annum while import of
natural rubber increased by 62 per cent.

Table4.10

Consumption of Rubber during 2001-02 & 2002-03

fers 35,000 diversified

products, put over 95 per Iﬂo ltem Consumption (in MT) Growth (% )

cent of the industry is out- 2001-02 2002-03

side Kerala. Thelong ex-

perience in the manufac- Natural Rubber (NR)

ture of such a large 1 |Auto Tyres& Tubes 304,425 353032 16.0

number of diversified 2 |Others 333,785 342393 26

products and the low cost |3y of NR 638210  695425] 90

man power available have -

to be considered as the Synthetic Rubber (SR)

relative advantages the 4 |Auto Tyres& Tubes 95,277 107483 12.8

country possesses on the 5 |Cthers 79,253 87367 10.2

promotion of rubber based | g |Total of SR 1745300  194850| 116

industries for export pur-

poses and steps should be NR& SR

taken to attract such units 7 |Auto Tyres& Tubes 399,702 460515 15.2

to Kerala. 8 |Others 413,038 429760 4.0
9 |[Tota of NR& SR 812,740 890275 95

4.65 Kerala accounts for

Source; Rubber Board, Kottayam
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Fig4.12
Price Trend of Rubber ( Rs. per Qtl.)
;% ] (April 2002 to November 2003)
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4.67 The world consumption of NR amountedto 7.2
million MT in 2002, 2 per cent higher than previous
year. Higher demand for motor vehicles and hencefor
tyres stimulated by the stronger economic growth in
severa key markets and the spike in oil prices which
resulted in higher prices for synthetic rubber contrib-
uted to the higher demand of natural rubber. 1n 2002,
Natural rubber consumption in Chinarose by morethan
7 percent and in India by 9 per cent. The import de-
mand for natural rubber rose by nearly 10 per cent
largely due to higher automobile sales influenced by
economic recovery. Since world natural rubber con-
sumption surpassed production in 2002, global stocks
declined. The year end stocks in producing countries
reached amultiyear low of 5.43lakh MT. After drop-
ping to below 1 million MT in 2001, importsinto US,
the largest importer of NR rebounded to 1.10 million
MT in 2002 and imports into Japan increased by 8 per
cent. These contributed to the revival of world natural
rubber prices. The higher prices in the international
market is reflected in the domestic market also. The
average price of RS34 in the domestic market at
Kottayam wasRs. 33.89 per kg. in April 2002 which
increased to Rs. 53.46 in November 2003,. Thein-
ternational price of RSS3, equivalent of RS$4 of
India, increased from Rs. 34.22 to Rs. 59.54 in the
corresponding period.

Coffee

4.68 World Coffee production reached 7 million MT
in crop year (Oct-Sept) 2002-03 indicating 5.6 percent
increase over the previous crop year. This growth is
mainly attributed to production growth in Brazil,
world slargest coffee producer with ashare of 41 per-
cent. On the contrary, in al major coffee producing

countries in Asia outputs declined in 2002-03. The
fall in output was prominent in Vietnam (-18%) which
ismainly due to unfavourable weather conditions. In-
diaisthe sixth largest producer of coffeein the world
with a share of 4.9 per cent. The top producers being
Brazil, Columbia(9%) and Vietnam (8%6), during 2002-
03. The share of Robusta production increased from
53.7 per cent in 1995-96 to 62.9 per cent in 2002-03
indicating a6.1 per cent annual growth while Arabica
production remained more or less static.

4.69 Accordingtothecrop estimatesfor 2002-03, the
area under coffee in Kerala was 0.841 lakh ha out of
3.47 lakh hain the country, which works out to 24 per-
cent. The share of Keralain production is 23.40 per-
cent. Major variety grown in Keralais Robustawith a
share of 95 per cent in planted area.  Production of
coffee during the year was only 0.64 lakh M T against
2.75 lakh MT for the country. Productivity of thecrop
in Kerala (766 kg/ha) is lower than the national level
of 793 kg./ha. Area under coffee registered substan-
tial increase during the last two decades with an an-
nual growth rate of over 2 per cent. The increasein
production recorded during the period was much higher
and registered an annual average growth rate of nearly
9 per cent. Coffee provides opportunitiesfor livelihood
to nearly one lakh families including agricultura la-
bourers. InKerala, coffeeisal so one of the small holder
plantation crops with nearly 75,000 holdings coming
under the category with an average size of 1.1 ha. Con-
sumption of coffee has remained more or less static at
around 55,000 tonnesfor the past one and half decades
inspite of growth in incomes as well as population.

470 Coffeeisahighly export dependent crop and more
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than 80 per cent of domedtic production is exported. The
unit valueredization hasdedlined dragticdly from Rs. 95.37
per kg.in 1997-98to Rs. 50.67per kg. in 2002-03. Thequan-
tity of coffee exported from Indiadso declined in 2002-03
to 2.07 lakh tonnes from 2.14 lakh tonnes in 2001-02. In-
creasing socksin consuming countries morethan offset the
contractionin stocksof producing countriesin 2002. Coffee
stocks declined in producing and consuming countries by 4
per cent and dready there is higher sock in 2001 whichis
morethan doublethe stock size of 1996-98 period. Netiond
production for the year 2002-03 was estimated at 2.75 lakh
MT comparedto 3.0 lakhMT in2001-02.

471 Worldcoffeepriceshedfdlentothelowestleve since
1973 in nomind terms. Thefal in Robugta prices has been
particularly pronounced andit declined from 67.53 US cents
per Ibin 1999 to 27.54 US cents per Ib in 2001. However
since October 2002 | CO indicator pricesshowed anincreas-
ing trend. The internationd price trend got reflected in do-
mesticpricesaso. Thepriceof Robugtacoffee in1999was
Rs. 58.86 per kg. which declined to Rs.. 28.54 per kg. in
2001. The ICO compodte price averaged 48 cents/l b in
2002, 5 per cent higher than the average in 2001 and the
price continued to rise dightly in 2003. The

gpecid coffee term loan announced earlier may have alim-
ited impact in the state consdering the severity of thecrids.
Thepilot project of Coffee Board onincomeinsurance pro-
posed to be implemented in collaboration with the World
Bank’s commodity group would be one of the effective
interventionsin the liberdized economy. However, cover-
age of farmers under the scheme from the State has to be
increased.

Tea

4.74 World teaproduction increased at an annud growth
rate of 2.8 per cent between 1970 and 2000 expanding from
1.27 million MT to 2.97 million MT. Mog of the growth
wasduetotheincreasein productivity rather than expansion
inaea. Prdiminary esimates indicate that world tea pro-
duction in 2002 reached 3 million MT. Black teaaccounts
for morethan 70 per cent of world teaproduction and 22 per
cent by greentea. Indiaistheleading producer and accounts
for 27 per cent of globd production. The output in Indiais
edimated to have fdlen by 3 per cent due to inadequate
monsoonrainsand duetolow prices. Theproductionduring
2002 was 826.3 Million kg. in the country.

475 Agangthetotd areaof 5.11lakh haunder teainthe

priceof Robustaislikely to stay dightly higher
in mgor Robusta producing countries during
2003-04 dueto smdler expected crop.

472 The average domestic price for ‘Plan-
tation A’ in 1999 wasRs. 80.21 per kg. which

declined to Rs. 55.35 per kg. in 2002 and the
corregponding pricefor Robustacherry AB was
Rs. 58.86 and Rs. 28.12 respectively. The
pricesimproved dightly to Rs. 60.14 and Rs.
35.08 respectivey during January to June2003.
Recovery of coffee prices is dill fragile and
uncertain. Though there appears to be some
evidenceof acydica recovery incoffeeprices,

FHg 4.13
Share of Tea Production in the World (2002) India
] Sri Lanka|
O China
7 Turkey
23%
o Kenya

the fundamenta problem of over supply remains. There-
viva of pricesdependsontheexpected productionfrom Bra-
Zil during 2004-05. The short term uptrend in prices have
semmed from market sentiments arising from the forecast
of declineinBrazil’ scropin 2003-04. However ahighfore-
cast of Brazilian crop a 43 million bags during 2004-05
makes the emerging Arabica coffee stuation quite vulner-
able. Indications suggest that risk of frogt in Brazil has dis-
gppeared and early flowering has dready arted.

473 Thenew packageannounced by theMinigtry of Com-
merce for coffee growers which is an improvement on the

country Kerda accountsfor only 0.37 lakh ha. Inrespect of
production do Kerdaocoud retainitssharedf dght per cat. Tea
plantationsowned by bhig compeniesemploy alabour forcedf over
84,000 in the organised sectar. Thereisfludtugtion in production
anditrangedfrom64.8 Million kg..in 199596, reechingto 69.1
Million kg. in 200001 which dedined to 658 Million kg. in
200203.

476 Aftertheramovd of quentitaiveresridionsin April 2001,
oned themgor thregts faoed by the teaindudry istheincressad
impoart of inferior qudlity tessinto Indiaparticulaty fromIndonesia
resuiting in further depresson in prices  Impoarts increesed from
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134Muillion kg.in2000to166Million kg.in2001 andfurther
increesed to 2L.9Million kg. in2002. Thedidurbingfatistha
mod of thecountriesareexparting to Indiaa low prices. Theunit
vaue of imported teaduring 2001 wias Rs 55.72 per kg, in 2001
which dedined to Rs 4595in2002. Around 55 per oat of the
quentity isimported from Viemem fdllowed by Indonesa (20%0)

477 Theaverageauction pricesfor 1999 a Kochi wasRs.
62 per kg. which dedinedto Rs. 47 per kg.in2002. Interna-
tiona FAO compodte priceaso declined during this period
by 10 percent. The FAO composite priceaveraged US$1.48
/kg. during 2002, being 6 per cent lower compared to 2001
level. The pricefdl isbecause of incressein supply aswell
asduetolargecarry over socks. Pricesof teawere buoyant
during 1998 but garted declining from 1999.

478 The Reserve Bank of India has announced a relief
packageto theteaindugtry on the bads of the recommenda:

tionsmade by theworking group under the Chairmanship of
Mr. Madhukar. Sdlient festures of the schemeareshownin
BOX. 4.7. Thepackagecould beavaled by theborrowersif
they liquidate a least 60 percent of the pesk hypothecation
outstanding.

4.79 Though the wholesde prices fetched by the produc-
ersa the auctions have sharply declined, there has been no
softening trend intheretail prices. Congderingthewidegep
between auction priceand retail priceof teas, the Commerce
Minigry gppointed AF. Ferguson’s& Coto sudy themar-
ket gtructure of teaand to suggest appropriate reforms, that
will lead to reduction in transaction cost besidesintroducing
greater trangparency. Based on therecommendations, Gov-
ernment of India has issued the Tea (Marketing) Control
Order 2003, with effect from 1% January 2003 in super =5
sonof the Tea(Marketing) Control Order 1984. Themgor
changesintheorder ascompared to previousoneareshown
inBOX.4.8:

Salient Features of Tea Relief Package announced by RBI
based on Madhukar Committee Report

» Theseasonal deficit of teaborrowal accounts (classified as standard assets) will be converted to
aterm loan repayable within a period not exceeding 5 years
» The period alowed to liquidate the working capital dues of last season extended upto a maxi-
mum of 6 months in such cases where the entire outstanding is backed by the stock of teaor by the
prompt (receivables) without affecting the drawing and the working capital limit of current season
Banks can fix the rates of interest upto two stages better than the rate as applicable to such
borrowers according to its credit rating by the individual banks subject to the condition that after
such reduction, the rate of interest should not be below PLR.

Salient Features of Tea (Marketing) Control Order 2003
» All primary buyers have to register themselves with the Tea Board.
» Apart from manufacturers of bulk tea, those who manufacture value added products like packet
teas, tea bags, instant tea etc. have also to get registered (subsequently amended, reported bel ow)
» Similarly, apart from primary buyers of bulk tea, primary buyers of value added products like
packet teas, tea bags, instant tea etc. have also to get registered. (subsequently amended)
» Enabling provision has been introduced to prescribe compulsory purchase of tea of a specific
percentage through the auction in respect of buyers.
» Enabling provision has been introduced for prescribing a reasonable price to be paid for green

leaf in terms of aformulato be specified.

Amendmentsintroduced by Government of India

» Manufacturers of hand-made tea have been excluded from the definition of the term ‘ manufac-
turer’ and only those who make tea in factories will come within the purview of the order.

Those purchasing val ue added tea products and secondary buyerswho do not source their teas either
from auction or from manufacturers have been excluded from the definition of ‘ buyer’

» Buyerswill berequired to file only quarterly returns with the registering authority.

The registration fee and fee for the issue of license has been reduced from Rs. 5,000 to Rs. 2,500
and for renewal of licensee the fee has been reduced from Rs. 1,000 to Rs. 500
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4.80 Government of India had appointed three sepa-
rate Expert Committees for a complete investigation
into the affairs of the closed tea unitsin West Bengal,
Kerala, Assam and Tripura. The Committees have
submitted their reports to the Ministry of Commerce,
and are under the scrutiny of the Government.  Gov-
ernment of Kerala also announced relief package to
the ailing plantation sector. A Committee was consti-
tuted under the Chairmanship of Chief Minister to ad-
dress the issues in the Plantation sector, and tax ex-
emptions were allowed for one year in the sector.

Cardamom

4.81 Thetotal production from India and Guatemala
was estimated at 22500 MT in 2002. The production
in Guatemala improved by 14.4 percent in 2002 over
the previous year while it declined by 21 per cent in
Indiaand estimated at 9000 MT in 2002. On an aver-
age, Guatemal a exported around 73 per cent of its pro-
duction, where as India’' s share of export in total pro-
duction isonly 8 per cent.

4.82 Productivity which was more or less stagnant
around 50 kg./ha. in the 1980s has improved to the
level of around 203 kg. per haby 2001 but declined to
146 kg/haiin 2002. Keralawas lagging behind the na-
tional level till 1992-93 but has improved its position
by raising its productivity from 50 kg. to 203 kg. per
haover the last five years. Consequently, the share of
Keralainproduction at the All Indialevel alsoincreased
from 28 per cent to 72 per cent in 2002-03. Whilearea
under cardamom in the country has declined from 0.96
lakh hato 0.72 lakh ha. inthe period, in Keralait has
come down from 65,000 ha to 44237 ha. On the ex-
port front cardamom has been facing competition from
Guatemala although the quality of Guatemala carda-
mom isinferior. The country could tide over the chal-

lenge by expanding domestic market through market
promotion. The average auction price during 2000-01
was Rs. 570 per kg. whichimproved toRs. 622.96in
2001-02 and further declined to Rs. 561.13 in 2002-
03. The early trends indicate that situation had fur-
ther worsened and reached arecord low at Rs. 358.34
per kg. during August 2003, compared to Rs. 743.94
during August 2002.The Indian export of cardamom
has increased from early nineties and reached a peak
level of 1100 MT in 2000-01 and then declined by 50
percent in 2002-03 to reach 5