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Abstract: A change in the policy gpproach of the Indian governmen! from providing protection o
capacily enhancement as aconsequence of globalization since 1991 has left its mark on all sectors in the
ceonomy. The rattan-based industry in Kerala, India which was initially the prerogative of the indigenous
pceple has become more organised and market-oriented. A cornparison of sclected variables numnely,
the stracture of capital, prefitability, value addition, and marketing of the products before and after 1991
has revealed some interesting trends. The study highlighted the inefliciency of the cooperative sector
during globalization because of its inability to withstand competition within the industry and to mobtlise
capital and also (o overcome administrative weakness. The globalization process brought about change
in the ownership pattern in the private sector. The cost of production indicated a reduction in the percentage
share of raw malcrials and eleciricity due o lay-off. It also showed vnly a marginal increase in the
percentage share of labour cost. In the marketing front. the industry has witnessed significant changes.
Before 1591, the marketing of rattan products was mostly conlined to within Kerala. But, at presemnt
4boul 53 per cenl units export their products to other states, of which 20 per cent of them ex port to other
counuics also, aiming o gel a higher price for the products. In addition, producl diversification, sales
promotion activitics, like publicity through the print and electronic media, and quality control arc heing
undertuken lo caplure the market. While globalization opens up new opporiunities for the ratlan
mdustrialists, it has had an adverse impact on the liveliheod security of the wearkers.
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INTROTHICTION

There has been a paradigm shift in the National Economic Policy in Tndia since 1991
towards liberalization and globalization and consequently, a change in the policy
approach from protection towards capability enhancement in the industrial sector
{Subrhamanian, 2004). Globalization refers 1o integrating economies around the world,
parlicularly through trade and financial Nows (IMFE, 2000). More specifically, it
narrows down geographic disiance and also leads 1o interaction and integration of not
only the different segments of the economy. but also econornies of the other countrics
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through international trade, exchange of labour and technology, capital flow. among
others. Ratlan-based industry in Kerala State of India is engaged mainly in the
production of furniture and handicrafts including baskets. the former accounting for
95 per cent (Muraleedharan ¢f ., 2002). This industry was a part of the feudal system
that existed in Kerala till the second half of the twentieth century. Since then
commncrcialization occurred slowly and production in the industry has become more
organized and market-oriented. Further, some units attempted to diversify the
production, adopted quahty control and sales promotion activitics to capture the
opportunities in foreign markets. thus reaping the benefits of globalization, It is
generably said that globalization affects all sectors in the economy cither negatively
ot positively. In this paper, an attempt has been made to trace the changes that have
occurred in the rattan-based industry during the globalization period, by comparing
some selected variables such as the structure of capital, profitability, value addition,
and marketing of products before and after 1991.

METHODS

Rattan resources in India arc mainly distributed in the southern region, northeastern
region and the Andaman and Nicobar Islands. Keiala, lying between 8° 18" and 12°
48" North latitudes and between 74° 527and 77° 227 East longitudes, is one of the
southern states in Judia, where rattan-based industry is concentrated. Of the toial
geographical area of 38,863 km?, natural forests in the state occupy an area of 787(
km?. Rattan is found mostly in the natural forests, particularly in evergreen and semi-
evergreen forests.

In the past, the Kerala Forest Research Institute had conducted studies on socio-
economic aspects of rattan-based industry in Kerala for which detailed surveys were
conducted during 1989-"90 and 1993-"94. To understand the nature of changes in the
structurc, marketing and profitability of the industry in the recent period, two socio-
SCONONMC surveys were also carried out in 2000-"01 and 2004-°03. During 1939-°9(0
and 1993-"94, socio-economic data were collected from 25 private and 10 co-operative
rattan processing (furniture) units which were randomly selected from units located
in different districts in the state.

In the latest survey during 2004- 03, it was found that nonc of the selected co-
operative unils was operating properly and thus data were collected from private
units which existed during carlier surveys. Data collected were also supplemented
with the information collected from forest officials. rattan traders, and workers. To
understand the changes during globalization period, data collected during 1989-"90
and 2H)4-"05 were compaied.
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RATTAN-BASED INDUSTRY

The origin of rattan-based industry in Kerala can be traced back to many centuries. In
the past, processing was done exclusively by indigenous people dwelling in the [orests,
wilh basketry as the main occupation. The rattan workers were, in most cases, bonded
lubourers attached 10 some Jandlords. Until the 1950s, rattan was available in large
quantities in the natural forests; the rattan workess, with the collected raitan, visited
customers at their houses and made furniture according to their requirement (Renuka,
1986).

The first organised rattan processing unil was established during the Second Five
Year Plan (1955-60) period (Muraleedharan and Shankar, 1994). But later on when
the state government offered fncentives by way of grants, training and subsidised raw
materials, a large number of units were established in the state. Another significant
development of the sector was the formation of co-operative socigties. There were
about 25 co-operative societies fully or partially engaged in rattan processing in 1984,
A remarkable growth in private sector was recorded, i.. from three units in 1955-'50
to 175 units in 198384 (Muraleedharan, 1995). Due to shortage of raw materials
since 1983-’84, there has been a gradual decline in the growth of the industry and
several units suffered a setback. This grave situation got aggravated further with the
Forest Department imposing a curb on harvesting rattan during 1983-"9(. The number
of units fell down 1o 10 co-operative and 50 private units in 1988-'89, of which most
were working below production capacity. This situation changed for the better when
some traders started imporling raw materials from northeastern region of the country
and the Andaman Islands coupled with the commencement of rattan harvesting in the
state during 1990s, resulting in establishment of new units. There are about 75 industrial
units functioning in the state of which a majority are working far below capacity due
to a variety of reasons such as non-availability of adequate raw materials and skilled
workers,

The household level and the cottage industry level production were two major systems
that existed m the rattan-based industry in Kerala before 1991. Generally, while
handicrafts including baskets were produced in households, fumiture making ook
place exclusively in cottage industry. The latest survey (2004-"05) highlighted that
there was shrinkage of activities in the household secter and basket production was
also taken to the coltage industry. Because of availability of substitutes and increasing
prices of rattan, baskets in small quantity are produced with unused/waste materials
in the {urmiture units.

The rattan-based industry in Kerala has some distinct features; Finy private units
carry oul processing and give employment fo socially and economically weaker
sections; these units employ labour wtensive methods of production and low
mechanisation. The rattan-bused industry is grouped under the unorganized sector
and is one of the worst-affected due to low avaiiability of raw materials.
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Raw material supply

The natural forests, sacred groves and imports are the three sources from which raw
materials are obtained 10 the industrial units/artisans. Kerala State Scheduled Caste
Scheduled Tribe Development Co-operative Federation {Federation) is the authorised
agency for collection of rattan {rom forests. Federation, being an apex body of
Scheduled Caste and Scheduled Tribe Service Co-operative Societics {co-operative
societies) in the state, supplies rattan ¢collected from the forests to the societies at a
subsidised price. In Kerala, rattan is collected from the forests only in certain years
owing to poor growing stock. For instance, in 1991-92 and 1992-'93, there was
extraction in some Forest Ranges in the state, but the next extraction took place only
n 1997-"98 and 2000-2001. Further, the total number of rattan extracted also showed
vantations; for instance, a total of 203,690 and 249.992 numbers in 1991-°92 and
1992-"93 respectively which dwindled t0 29,078 in 1997-'98 and further to 10,548 in
2000-2001 and after that there was no rattan extraction from the forests by the Forest
Department in the state.

The sacred groves are another source {rom where artisans collect rattan for their use.
But supply from this source is very meager (Mohanan and Muraleedharan, 1988).
Import, particularly from Assam and Arunachal Pradesh, two northeastern states in
the country, is the maip source of raw material. There are about 10 rattan traders in
Kerala of whom six import rattan regularly. Totally, they import nearly 160-200 truck
loads of rattan per year. Fach truck load contains abow 400 bundies of rattan, consisting
of 20 numbers each in a bundle (3.6 m long poles). The import price of one truck load
of rattan during 1988-'89 was estimated as Indian Rupees (Rs.) 150,000 (1US § =
Rs.45), which increased to Rs. 250,000 in 2000-'01 and Rs. 350,000 in 2004-°05.

A rattan furniturc unit generally requires rattan species with different diameters: thick
(> 2.5 cm) for frames, medium (1,5-2.5 cm) for support, smatl (0.6-1.5 ¢m) and split
rattan for weaving. A look at the average prices of different varieties of rattan (standard
length of 3.6 m) charged by rattan traders in Kerala in different periods (Table 1),
indicated a manifoid increase in the price during the period 1989-"90 to 2004-°05.
This increase is probably due to low availability of rattan from Kerala, high demand,
increased 1ax at collection centres and transportation charges, among others.

Ownership pattern

During 1989-'90, proprietorship was the major form of business organisation in all
units in the private sector in which the owner took decisions regarding all aspects of
business. Another feature of the private units during this period was that a number of
owners were craftsmen who actively participated in the production. However. during
the 2004-"05 survey. about 40 per cent of the private units were found to be partnership
firms. aiming to enhance the capability by moblizing capital and only very few owners
were crafismen. In the context of liberalization and globalization. co-operative units
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have become more inactive partly due to their inability to withstand competition within
the industiry and partly due to their inability to mobilize capital and procure adequate
raw material at fow price and other administrative weaknesses. Further, governmemntal
support oo reduced.

Structure and composition of productive capital

Structure and composition of preductive capital determine the viability of a unit. Two
major compenents of productive capital are the fixed capital and the working capital.
In the processing umits. the lixed capital constitutes lund, building, including furniture
and machincry. Total fixed capital employed per unit amounted 10 Rs. 16,550 and Rs.
119,650 in 1989-"90 and 2004-"05 respectively, whercas working capital constituted
Rs. 39.800 and Rs. 103,250 in the above periods respectively. Investrment in machinery
wereased moderately from Rs. 270 during 1989-"90 w Rs. 13,650 during 2004-"03.
The productive capiltal amounted to Rs. 56,300 and Rs. 222,90C during 1989-"90 and
2004-"05 respectively (Table 2). In 2004-"05 period. both fixed and working capital
registered significant rise due 10 increase of prices of land and raw materials.

Table 1. Average price {Rs.) of four varicties of rattan in Kerala

Tterms 198990 1993-°94 2000-'01 2004-'05
Thick rattand 1bundle-20 naos.) 142 460 ) 900
Mudium size(1bundle-20 nos.) 117 280 600 700
Thin size {1 bundle-100 nos.y 172 350 1200 1400
Splitrattanst Thundles-200 nos.) 122 290 700 800

(1USS = Ks. 45}

Table 2. Productive capital (Rs.) employed per unit

liems 1989.°90 2004-"05
Fixed capital
L 12264 (14) 56000 (47V°
Building 3996 (24} 48000 (400
Machinery 290 (2) {5650 (13)
16550 ¢ 100} 119650 { 100}
Working capital
Raw maicrial 34862 (88) 92000 (89)
Electricity 600 (1) 1350
Whaes 7302 3800 14
Salary - -
Non-wage benelits 250 (1) ERIASN!
Net halance of assets and {iabilities 235 ¢4 (8502
Miscellancous 1100 05 3500 ¢3)
30777 (100h 103250 ¢ L))
Productive capital {fixed plus working 50337 222900

Figomes in pareatheses 3¢ paeniieds b telal [55 S = Ks. 43,
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Table 3. Total cost (Rs.) incurred per unit

liems 19%9-"90 2004-705

Raw malerizl and clecirieity 35462 (75.0%) 03350 (62.901
Wages, salary, non-wage henetits 980 (2.07 4550 (3.0
Interest 1850 (3.91; 17030 (11.50)
Depreciation 210 (044 800 (0.54}
Rent 1200 12.54) 4500 (3.04)
Net profit 73060 {16,003 28000 (18.89)
Total 47262 (100} 148250 (100)

“ Figures in parentheses ale percentages to total.

Table 4. Constituents of Gross Qutput (Rs.) per unit

Items 1959-"99 2004-705
inputs {raw material and electricity) 35462 (73.77) 93350 (2.0
Wages, salary and non-wage benafits 981 (2.03) 4550 (3.07Y
Rel 1200 (2.50) 4500 (3.03)

Gross Profic
Total

10430 (21.70)
48673 (100)

43930 (3097}
148330 (100)

“ Figures in parenthoses are percentages to tolal,

Profitability

Closts of praduction incurred per unit during 989-"90 and 2004-"05 are presented in
Table 3. Except cost of raw material and electricity, ali other ilems showed an increasing
trend. The reduction in the cost of raw material and electricity was duc to frequent
laty-off of some of the units as a result of shortage of raw material and labour. Another
trend is that while gross profit increased significantly, the percentage share of cost on
labour tncreased only marginally, which is an indication of poor condition of workers
in the industry (Table 4).

This is further corroborated by the value added by manufacture (it is the difference
between the cost of goods purchased by an enterprise and value of the products it
sells and 15 worked out by deducting the value of raw materials, fuel and depreciation
from gross value of output). For instance, the sharc of labour in the valuc added was
not only low. but also showed a marginal decling during 2004-'05 {Table 5). The net
profit declined o 56 per cent during 2004-"05 from 73 per cent during 1989-"90
because of disproportionate increase of cost of production and sale prices of the
products,

Marketing

Marketing of rattan products takes place mainly: (i) within the state. (i) other states
and (ii) expont to other countries. Refore 1991, 80 per cent of the units marketed
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their products within the state and the remaining units both within and outside the
state, whereas these were 45 and 55 per cent respectively during 2004-"05. Of the
exporting units, 20 per cent exported to other countrics also. aiming to get a higher
price for their products.

Another interesting aspect 1s that most exporting units have gone for product
diversification and quality control which are essential for getting bulk orders. A recent
trend tn the mdustry is sales promotion through advertisement, participation in
exhibitions, public relations, efc. The cxporting units have their own web sites and
export licenses. All these lead to escalation of the cost of production over a period of
time. However, due to high competition, price reccived has been only marginally
higher than that of cost of production which causced reduction of net profit during
2004-05 over 1989-"90) (Table 6).

Although the percentage of net profit has declined, a reasonable profit 1s achicved
through marketing (including in other countries) and exploitation of labour. It is true
that market promotes efficiency and profitability through competition and division of
labour and global markets offer greater opportunitly (o lap it. Bul markets do not
necessarify ensure that the benefits of increased efficiency are shared by all, particularly
the workers in the industry (IMF, 2000). This is evident in the rattan-based industry in
the study arca. The owners arc often reluctant to employ permanent workers, but
resort o ‘hire and fire’ method as and when required, aiming to reduce non-wage
benefits and also to implement piece rate system of wages. This is beneficial to the
owners and disadvantageous to the workers. As a result, the percentage share of income
of the workers increased only marginally during the analysis period. One negative
impact of this policy is that some workers migrate from one unit to another secking

Table 5. Value (Rs.) added by manufacture per unit

Year Labour Ineerest Net protit Total
15849-2 90 G480 ( 9.44) 1850 (17.50) 7560 (72.76) 10390 (104)”
2004-2 45 4586 (9.24) 17030 (34.35) 27098 (5641 49636 (10

“ Iigures in parentheses are percentages Lo total,

Table 6. Average cost of production and sale price {Rs.) of selected finished rattan products
in Kerala

Products 198Y-"90 1992.°93 2000-"aL 20047035

_ Cost  Price  Cost  Price Cost Price  Cost  Price
Teapoy 143 170 170 328 A X 450 460
Easy Chair pER ERA) 281 4314 1100 1130 1200 1250
Dining Chair 113 205 278 417 615 a0 730 75
eluxe Cliai 195 263 20 254 a9 720 730 200

Round Chair 103 10 2130 3% 410 473 130 475
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better remuneration and this often Jeads 1o shortage of labour and lay-off in certain
units.

CONCLUSIONS

Taking advantages of liberalization and globalization, the rattan-based industry in
Kerala is in a take-off stage. The production has become more organised and market-
ariented and now more umts attempt to export the products cither to other states or to
other countrics. The awareness of the entrepreneurs about production methods,
management techniques and export market has increased. As part of this, many units
resort to product diversification, sales promotion and quality control which give better
products to the consumers and fetch higher price to the owners. On the contrary, the
government has redvced protection measuwres such as subsidy and supply of raw
materials at concessional prices which were offered to the small and co-operative
units until recently. This has significantly reduced their ability to face competition in
the industry. Because of the globalization, the workers in the industry are worst
affected and their livelihood has been threatened.
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