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CHAPTER I 

INTRODUCTION 
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Kerala's development experience is marked by the attainment of high levels of 

social development which indicate that people enjoy high level of physical qual­

ity of life in India. 1 This is reflected in the indices of higher literacy, lower infant 

mortality, higher life expectancy, etc., . But paradoxically, one finds a number 

of areas in which Kerala is lagging behind. The state experiences low rate of 

growth in agriculture and industrial sectors.2 It has a low percapita income and 

a high rate of unemployment.) The level of inflation in the state is so high that 

it erodes the living standards.4 Being a food deficit state, which produces cash 

crops, it has always been more monetised than the rest of the country. This has 

been very much more so, due to the foreign remittances of the migrant workers.5 

Kerala produces very few of the goods that it consumes. It has to meet much of 

its local demands by inter-state trade. 

Kerala economy has been predominantly agricultural. But a noteworthy fea­

ture of Kerala is that the proportion of work force engaged in agriculture is the 

lowest in the country. And interestingly, the proportion has declined from 50.6 

per Cl'lIt ill I ()X I to MI.7 ill 1991, accordillg to the CellslIs data.() Silllilarly, the 

share of agricultural sector in State Domestic Product (SDP) has been declining 

while the share of the tertiary sector has been increasing. Kerala is found to be 

one of the few states where the proportion of tertiary sector in both work force 

and SDP is relatively high. 

Kerala is an industrially backward state. This fact is refkcted in many indi­

cators. The real percapita state domestic product in the manufacturing sector in 
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Kerala was Rs.120 as against Rs.180.00 at all India level in 1994-'95. Further, 

the share of manufacturing sector in net domestic product in the same year was 

around 16% in the state as against 19% for all India'? Again, as against annual 

compound rate ~LLI~-per.£~n.L.llit1980-' 81 pric~stfor: aJLlmJia, Kerala has 

recorded a marginal.grgwth.rateoLonlyL89 per ~n! in value agded by. man-
____ • ___ ,, ____ 0·_· '_ •. -~- - - - '-._". 

ufacturing between 1982-'83 and 199~'95. Kerala's performance is also poor 

as cOlIJpared to the achievements of the neighbouring states; the manufacturing 

sector in Kerala showed a compound annual growth rate of 2.98% (at 70-'71 

prices) between 1980-'81 and 1994-'95. The corresponding figures are 6.25% 

and 7.01 % for Karnataka and Tami"l Nadu.8 

But the potential of industrial expansion is great as Kerala has i!!9-~~t~~.':l:L, 

~.I1!~.~eEi~~sU!()l}g!1Qf.~iffe"r~nt s~~t,~: forests, cash crops, ~tc. Kerala's hydro 

electric potential is one of the largest in the country. The infrastructural facilities 

that the state possess are also notable. Above all, the state has educated and 

intclligent workers who are prolitably employed in various parts of India and 

the world. In spite of all these advantages, Kerala is slow in exploiting these 

resources, when rapid industrialisation is so necessary to arrest the mounting 

unemployment. 

What causes Kerala's industrial backwardness - remains a puzzling ques-

tion. A close analysis of the causative factors clearly shows that apart from the 

general causes, some region specific factors are also responsible for the indus-

trial stagnation of Kerala. But it is not however, easy to identify them. Fol-

lowing conventional wisdom, one may list out some of them and it is found 
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that they include both demand and supply side factors. On the demand side, 

the relatively low percapita domestic product at first sight would present Kerala 

as an unattractive location for industrial investment. The supply side variables 

like raw materials, infra-structure, labour and other factors are found to be more 

strong. The state does not enjoy the locational advantage for mineral resources. 

This disadvantage gets compounded by the lack of "agglomeration economies". 

Again, Kerala is often cited as a typical case where industrial growth is con-

strained by a lack of adequate number of entrepreneurs. As pointed out by Raj 

(1960) there is no clear evidence yet of growth Qf entrepreneurship in Kerala 

except at fringes; this appears to be less due to the lack of necessary ability 

than to the other seemingly more attractive alternativesY In Kerala's context, 

the government has got a key role to play. Historical evidence shows that the 

level of private investment in the state has been very low. It is the public sector 

investment that sustains industrial activity in the state. Indeed, the state govern-

ment had made many daring attempts to boost the level of industrialisation in 

Kerala. Joint production ventures with private sector, industrial estates, etc., are 

some of the notable examples in this line . 
• 

One of the most important supply side variables is labour. A significant 

factor in the development of industries is efficient but also contented labour. 

There is a strong feeling among entrepreneurs, general public and the media that 

labour is more restive in Kerala than elsewhere. So they perceive that Kerala is 

a n.:gioJ\ lacking industrial peace. Whether this is only a simple perception or it 

has some factual basis has to be researched for. 
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Based on the classical 'least-cost' theory of location, one will be able to say 

that industries tend to be located on the basis of maximisation of profit and min­

imisation of cost. But there are several other factors which may have to be taken 

into consideration. These factors are pictured by the modern school of loca­

tion theories.1O In Weber's simplified world, three factors influence industrial 

location. These are the two general factors of transport, labour costs, and local 

factors of agglomerative or deglomerative forces. He illustrates that a place 

in which labour is relatively cheap is capable of getting the factory from the 

least transport cost location diverted. Following Weber, Palander, Hoover and 

Losch have explained the location theory by giving much significance to mar­

ket structure. Later Myrdal (1957), through his 'cumulative causation models' 

has argued that the play of forces in the market normally tends to increase rather 

than decrease the inequalities between regions with regard to industrialisation. I I 

Kaldor (1970) has later translated the Myrdal's model into a formal one and has 

made it in to testable hypothesis. 12 Schmenner (1982) through a survey found 

that the site and plant difficulties such as obsolescent equipments, high labour 

cost and unfavourable labour climate were the most frequently quoted factors 

guiding locational decisions. 13 Stoper and Walker (1989) have made it clear 

that it is not only the direct labour cost, measured in terms of wage rates but 

also the quality, productivity and managability of labour that are important for 

determining location of industries. 14 

It may be true that locational decisions of many small scale entrepreneurs 

are not made on a strict calculus of costs and returns. Some may prefer a 
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steady return to higher profit and some others may look for a peaceful indus­

trial atmosphere when compared to high profit. In his theory of industrialloca­

tion, Greenhut (1956) points out the peculiar nature of small firms. They seek 

a relatively small market area, and will move to a distant point of the market 

more rapidly than a large firm. They may want a location from which they 

can serve a major part of the market. In addition to transportation, processing 

costs and the demand factor, he considers 'personal consideration' as very sig­

nificant because it influences the precise choice of a location that provide the 

entrepreneur with 'psychic income'. Again, about this phenomenon, Richard­

son (1977) comments: "profit maximisation is an unsatisfactory goal for loca­

tion decision makers for several reasons. For most type of establishments, a 

location decision, once taken must stand for a long time because of heavy relo­

cation costs .... an entrepreneur may place a great deal of emphasis on security .... 

. There is increasing evidence, though much of it is impressionistic, that the 

location decisions more than most other managerial decisions, have to take in to 

account 'psychi<.: in<.:ome' influences and other personal fa<.:tors, which are not 

easily compatible with narrow definitions of economic rationality". 15 So before 

linalising the location decision, every wise entrepreneur tries to assess the mag­

nitude of psychic costs involved in his investment. In other words, even if there 

is prospect for a high return due to favourable location of many needed factors, 

the entrepreneur's perception of labour in a given region as trouble making may 

influence negatively his location decisions. 
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One of the most important requirements of development is the prevalence of 

a reasonable stable and peaceful industrial relations climate. The emergence of a 

mature and responsible unionism is regarded as quite essential for maintaining 

peaceful industrial relations climate. 16 Kerala is often described as a problem 

State in respect of industrial relations. It is one of the few states in India where 

strongly organised labour unions do exist. It seems that there is a correlation 

between trade union growth and growth of industrial disputes in the State. In the 

report of the High Level Committee of State Planning Board (1984), it is stated 

that "while employment creation has been slow due to low investment and low 

rate of growth, especially in industry, trade union movements backed by political 

parties, organised agitations and successfully pushed up wages and the other 

emoluments of the labour employed in the organised sector. For many years, 

the labour agitations in the State and the situations created in the industries as a 

result of such agitations was cited as one of the main reasons why industrialists 

both from with in and outside the state were shy to invest in the State". 17 It is 

in this context that we propose to conduct this study to examine the questions; 

whether labour in the State is more restive than in other States, whether they 

have been able to push up the wages and if so, what is the role of the trade 

unions in making them so. 

1.1 Review of Literature 

In this section, an attempt is made to review the available literature and to organ­

ise them in a chronological order. For the purpose of convenience, the studies 



8 

are classified into three groups; first studies on trade unions having international 

coverage, second, relevant studies in the context of India, and thirdly, studies 

relating to trade unionism and industrialisation particularly in the context of 

Kerala. 

The actual impetus for a comprehensive theorisation of the labour movement 

and the trade unions was furnished by Karl Marx. Subsequently, theories of 

trade unionism have been developed by various scholars all over the world. The 

most important question that these theories are trying to answer is "why do 

workers join unions"? 

According to Karl Marx 18, capitalism resulted in a free labour market where 

workers were forced to sell their labour to exist, in turn resulting in the emer­

gence of unions aiming at obtaining a 'fair' wage. Unions developed because 

as capitalism matured, increased capital would flow into plant and equipment 

and relatively less into wages. Since, in Marx's labour theory of value, only 

labour was capable of producing a surplus over costs, profits would necessarily 

rail, resulting in a decrease in wages as employers attempt to cut costs. Unions 

would emerge -in an attempt to slow down temporarily the Marxian process as 

well as to sharpen the struggle between classes with the eventual result of the 

over throw of capitalism and the establishment of communism. 19 

Sidney and Beatrice Webb2o, the leading British socialists, developed one 

of the most systematic, influential and comprehensive theories of the labour 

movement. Like Marx, they used the emergence of a separate working class to 
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explain the origin of labour movements. They considered the primary goal of 

labour unions as protecting the workers from the evils of industrial competition. 

Drawing on their examination of British trade unions, the Webbs developed an 

evolutionary theory of the trade union as an instrument to extend the principle 

of democracy into the work place and eventually the whole economic system. 

They formulated a series of stages characterised by regulations by which unions 

allelllpted to improve conditions in the work place. 

Following the paradigms of Marx and of the Webbs, J. R. Commons21 devel­

oped his theory of labour movements in U. S., which in turn formed a portion 

of his general theory of industrial development and used an empirical approach 

to labour as well as other economic problems. He felt that labour was a unique 

class with distinct interests that used unions as a means to furthering its interests. 

The working class emerged when the wage earner replaced the serf. Commons 

believed capitalism developed in three stages beginning with merchant capital­

ism that was followed by employer and finally banker capitalism. 

A protege of Commons, Selig Perlman formulated a theory of labour "from 

the concrete and crude experience of the wage earners" that included the "psy­

chology of the labouring man" formulated from the working rules, customs and 

practices of labour unions.22 Using a model, Perlman deduced that two factors 

emerged as basic in any modern labour situation. First, the degree of dominance 

over the labour movements by intellectuals' 'mentality', which regularly under 

estimates labour's will to radical change; and secondly, the degree of maturity of 
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a trade union 'mentality' .23 As opposed to Marx and Webbs, but like Commons, 

Per/man did not see the nationalisation of industry as the ultimate outcome of 

unionism, but rather the effective control of industry via workers' movements. 

John. T. Dunlop24 developed a more generalised theory of labour that inclu­

ded government in addition to workers and managers. Dunlop's modcl is insti­

tution (rule)-oriented. His purpose is to explain why particular rules are estab­

lished in particular industrial relations systcm and how and why they change 

in response to changes affecting the system. Dunlop believed that technolog­

ical characteristics (the production function) are important in that they go far 

to determine the size of the work force, its diffusion, the duration of employ­

ment etc. He further assumed that working conditions, wages and hours of 

work are influenced by market constraints faced by the firm. If the firm oper­

ates in a competitive output market, it enjoys less latitude with wages and other 

employee benefits than if the employer operates in a less than competitive mar­

ket. Therefore, market constraints affect the growth of trade unionism in that 

competitive firms are faced with failure if they provide a greater than market 

wage and benefit package. 

The movement away from primarily economic interpretations of union beha­

viour is found in Arther Ross.25 By criticising Dunlop's Wage- employment 

relationship, Ross incorporated three distinct but interrelated goals for unions. 

They are: 1. maximisation of economic welfare of the membership; 2. the sur­

vival and growth of the union itself, and (3) the enhancement of the power of 
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union officials in an attempt to insure their personal survival. Wallace Atherton26 

later incorporates Ross's three categories of union interests to explain and pre­

dict the objectives but not the results of collective bargaining. His model incor­

porates a synthesis of both political and economic variables affecting union 

behaviour and unlike Ross's, the variables in Atherton's maximas for leaders 

as well as members are subject to an employment-wage constraint recognised 

by union leadership. 

A relatively recent theory of unions has been posited by Richard. B. Free­

man and James. L. Medoff.27 Freeman and Medoff argue that current union 

behaviour is best predicted by a combination of a couple of traditional labour 

union theories; one believing in the role of unions' success in increasing labour 

productivity via an improvement in worker morale, increasing skill develop­

ment, etc., and the other in interpreting unions as monopolies on supply side of 

the labour market, the effect of which is increasing wages and decreasing effi­

ciem:y through the substitution of other inputs for labour. They further opine that 

although unions help their members in attaining a higher than competitive wage, 

there exists no one union versus non"-union wage differential among all socio­

economic groups. The effect of unions on wages is greatest in heavily organ­

ised and regulated industries. Also, Freeman and Medoff believe that unions 

increase the equality of income among workers, reduce the cost of worker' pen­

sions, accident, health and life insurance, increase the stability of the work force 

by providing arbitration proceedings and in many industries have a higher rate 

of productivity than non-union establishments. 
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In the light of the foregoing review of the leading trade union theories, it 

may be asserted that an important aspect of the study of trade unions has been 

their impact on wages. Generally, the motive of trade unions is to bargain with 

employers and try to improve the economic condition of their members. A high 

degree or unionism would mean that workers are in a heller position to hargain 

and hence increase the wages of the workers. Therefore, unions exert pressure 

and raise money wages if not real wages. 

In India, some studies have empirically tested the impact of unions on wages. 

The pioneering work was undertaken by A. J. Fonsecca.2H He studied the impact 

by testing the hypothesis that unions are a factor in raising money wages and 

analysed Indian data for the period 1939-' 56. In his regression analysis, money 

wages paid to workers was taken as dependent variable, degree of unionisation, 

cost of living index and productivity were taken as independent variables. His 

results showed that impact of unionisation is positive but not significant. 

Taking the same variables, C. K. Johri29 re-tested the theory for the period 

1951-'61. He used the correlation technique to study the relationship. The 

simple correlation between money wages and degree of unionism was found 

to be 0.75. When Consumer Price Index effect was singled out, it became-

0.04. He came to the conclusion that the principal determinant of earnings in 

the lIIanufacturing sector is the Consulller Price Index. 

Another study of the same type was done by G. K. Suri30 for the period 

1959-'69. The main findings of Suri are that changes in money earnings are 
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largely explained in terms of changes in cost of living index and productivity 

index. He also finds that there is no evidence of the degree of unionism having a 

positive influence on money earnings. But he has observed that the influence of 

unionism could perhaps be understood indirectly in terms of union pressure for 

neutralising the cost of living and there is reason to believe that an increase in 

the degree of unionism is accompanied by rivalry and factionalism and to that 

extcnt it reduces its effectiveness. 

Based on the studies of Johri and Suri, Ramjas31 attempted to study the 

impact of unionism on wages for the period 1960-' 80 in the manufacturing 

sector of the country. The ratio of mandays lost to industrial disputes has been 

used as a proxy for measuring degree of unionisation. The findings of the paper 

have rejected the hypothesis that trade unions positively influence the money 

earnings of workers in the manufacturing sector of India. 

There exists a number of studies on trade union movement of the production 

sector in Kerala. K. Ramachandran Nair32 attempted to examine the hypothesis 

that Kcrala's lahour and industrial unrest arc direct manifestations of the undcr­

lying deficiencies of the system of labour-management relations that prevail in 

the State. The study has concluded that the general view regarding industrial 

unrest is considerably exaggerated and that the record of labour management 

relations and practices in the state, properly interpreted, does not lend support 

to it, though there is considerable scope for improvement. 
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One may also refer to the work of A. V. Jose33 , undertaken in the late 70's on 

agricultural labour. In his paper, Jose has attempted to unearth the major condi­

tions leading to the emergence of militant labour organisation in the agricultural 

sector of Kerala till the beginning of seventies. He analysed the factors that 

led to the growth of agricultural, labour organisations in two selected regions 

of Kerala, where powerful trade unions among the workers were in existence. 

The study's major finding is that the rise of trade unions among thc agricultural 

workers in early forties to sixties is linked to the institutional and technological 

changes associated with the permcation of capitalism into traditional agricul­

ture. The other concomitant factor that promoted the growth of trade unionism 

in Kerala was the able and inspiring leadership of the pioneers and the active 

patronage rendered by the political parties. 

The study conducted by M. A. Oommen34 with a view to find out the causes 

for the night of small scale industries, both traditional and modern from Kerala 

to neighbouring states, especially to Tamil Nadu and Karnataka, found that "if 

anticipated flow of profits are high in a region due to availability of cheap and 

non-unionised labour which adds to 'security' as against the area of high wage 

and labour trouble, the mobility of entrepreneurs is likely to be high, especially 

if there are complementary factors which reduce the social distance even though 

there may be other compelling environmental and other attractions in familiar 

areas".35 The data used was based on a sample survey, covering the registered 

small scale units. The work could empirically prove the high labour cost hypoth­

esis in the context of Kerala. It was indicated that cheap labour and peaceful 
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atmosphere are the most significant factors influencing the entrepreneur's deci­

sions for locating the units outside Kerala. 

K. P. Kannan36 has tried to analyse the process of wage bargaining and its 

implications on the conditions of labour and the organisation of production in 

the cashew processing industry of Kerala. He has located the root causes respon­

sible for the emergence of trade union organisation among the Cashew workers 

alld dlicienlly mapped out its significant achievements in increasing wages alld 

improving the working conditions. According to this study, the out migration 

of the cashew industries from Kerala to Tamil Nadu is due to high wages (com­

pared to neighbouring states) and organised labour market (due to trade union 

activities) existing in Kerala. The study has concluded with a note that the exis­

tence outside state of a still cheaper and unorganised labour market threatens 

the prospects of employment to organised workers in Kerala. 

Thomas Isaac37 has studied the development of trade union movement in the 

coi .. weaving industry of Kerala. He has attempted to delineate the conditions 

th"t r"cilitated the growth or lIIilitant uniolls ill the slIlall scale coil" weavillg 

units and mapped out its consequences on the industrial structure. The impor­

tant factors that emerged are the general political atmosphere of the Alleppey 

country side and the historicallin~s of trade union movement in the small scale 

coir weaving units with the militant trade union movement in the large scale coir 

manufacturing units and the appropriate tactics of struggle that the trade union 

movcmcnts were able to forge in the informal sector. 
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The growing solidarity of Kerala's Coir workers (1930-' 40) was again stud­

ied by Robin Jeffry.38 Contradicting one strand of conventional wisdom about 

labour, JefTry found that the coir workers' unions grew in strength and militancy 

during a depression and the unions successfully sublimated the deep caste and 

religious anlagonisl1ls or Kerala society such that hy the 1940's it could fairly 

describe itself as a class conscious organisation. 

III their piolleerillg work, K. K. Subrahlllalliall alld P. Mohallan Pillai:N have 

advanced an alternative hypothesis to explain the industrial backwardness of 

Kerala. The study focused on examining the empirical basis of the alleged inef­

ficiency of Kerala's industrial system in terms of labour militancy, high wage 

cost and low productivity. They used the data from AS! for the factory sector 

and examined the phenomenon in the context of Kerala's large scale industries. 

The analysis brought forth the conclusion that "the high wage cost hypothesis to 

explain stagnation in industrial growth rate and its regional differentiation pro­

cess is devoid of cmpirical support in thc case of Kerala. If industrialisation in 

Kerala has not progressed, the root cause has to be searched not along the labour 

cost but in other dimensions".4o But the study has spotlighted the supply side 

factors, especially some degree of labour discipline and the creation of a climate 

of confidence for private investment as very crucial for rapid industrialisation of 

the state. 

C. Radhakrishnan41 , in his study on productivity trends in Kerala industries 

has tried to study the wage-productivity relationship in manufacturing indus­

tries of Kerala. Based on ASI data, the work analyses both Census and Sample 
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sector industries. The analysis points out that ten industries accounting for 26 

per cent of the total value added in Census sector in Kerala have higher wages 

while remaining 14 industries mark lower or same levels of emoluments per 

employee compared to rest of India. Contrastingly, in the sample sector, 12 

industries, accounting for 52 per cent of the value added have registered higher 

emoluments per employee. The study has spotlighted the fact that the relatively 

higher emoluments per employee observed in the case of sample sector (SSI) of 

Kerala may be mainly attributed to the bargaining power of trade unions which 

are dominant in the small scale industries than in their counterparts in other 

states. The work has come to the significant conclusion that the revalence of 

relatively high wage rate in the small scale industries of Kerala appears to have 

important implications for the industrial development of the State. 

Thomas Isaac and Michael Tharakan42 have made an enquiry into the his­

torical roots of industrial backwardness of Kerala. They have centered their 

study around Travancore region and the study has inferred that the last 15 years 

or the colonial era in Travancore were characterised by considerable industrial 

dynamism and growth of modern industries but by contrast, the first 15 years of 

the post independence period proved to be one of industrial stagnation. Lack of 

sufficient initiative taken by the new State Government in keeping up the pace 

of industrialisation due to fiscal crisis, administrative problems and political 

instability, scant attention that the needs of the state received from the Central 

Government due to inadequate political pressure, and the drying up of the inflow 
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of Tamil capital, were identified as the main causes for industrial backwardness 

in the state during the post independence period. 

Vijay Sankar43 has studied the development of trade union movement and 

its consequences on an important segment of the urban informal (unregistered) 

sector in Kerala. The focus of the study was the casual wage labourers in the 

urban tertiary sector namely the head load workers of Trichur. He argues that 

uniollisatioll constitutes the single must important dilTerence between the urban 

casual lahuur market in Kerala and the rest of India. The study has reached 

the cunclusiun that the unions were able to create barriers to entry in the labour 

market as a whole and prevent the free flow of labour in the labour market 

through extreme level of labour market segmentation. The hightened bargaining 

power has resulted in significant improvements in wages and the conditions of 

work. 

The study made by B. A Prakash44 on the economic causes of unemploy­

ment in Kerala is also relevant here. He has puinted out that the 'restrictive 

labour practices, imposed hy labour and labour organisations had distorted the 

labour market operations in Kerala. Based on the available literature on tradi­

tional and non-traditional industrial sectors of the State, the study has concluded 

that the unfavourable labuur atmosphere arising out of the frequent strikes, con­

frontations, bandhs, inter-union rivalries and prolonged closure of industrial 

units due to militant trade union activities have created a bad impression about 

the imJustrial climate of Kerala, which is onc of the major causes for the low 

pace of industrialisation in the state. 
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In his study, S. Mohanakumar45 has made a descriptive and empirical analy­

sis of the trends and patterns of industrial disputes in the organised sector of 

Indian Economy covering the period 1951-'85. The analysis is carried out 

not only at the aggregate level but also at varied levels of disaggregation viz. 

according to rcgion, industries, and puhlic/private sectors. The study has made 

the Iinding that the mandays lost ratio sharply increased from 1978 onwards, 

while the average duration of disputes, on the other hand, increased only during 

1980's. It is also found that the proportion of lock out to strikes has considerably 

increased over time, particularly from the late seventies. When compared to the 

private sector, the share of public sector in total disputes has been rising over 

time and the number of workers involved per dispute in public sector is larger 

than in private sector. It is also argued that the industrial deceleration and pre­

dominance of crisis-ridden and 'sun set' industries in West Bengal and Kerala 

arc rcsponsihle for the high incidem:e of disputes. 

Based on a Survey, the Task Force for review of implementation of plan 

schcllle under industries sector46 has made an important finding that the higgcst 

bottle neck in industrialising Kerala at present is the labour front outside the 

factory (i.e., construction, loading and unloading workers). 

K.K.Subrahmanian and P. Mohanan Pillai 47, in their recent study on modern 

small scale industry in Kerala, have made an attempt at reviewing the relative 

growth and structual change of small industry in Kerala compared to all India. 

The study, by using the data from the Report on Second All India Census of 
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Small Scale Industrial Units, has highlighted some of the major problems that 

the small scale industry in Kerala is faced with. Particular mention has been 

made here on the relatively small size, low capacity utilisation, low factor pro­

ductivity and unfavourable wage-productivity relationship. Among these prob­

lems, the wage-productivity relationship has been noted as specially relevant. 

"For average money wages was not what mattered in investments decisions, 

what would matter to the entrepreneurs was the wage-productivity relationship. 

The share of wages in the net value added would therefore be the relevant param­

eter for considering the wage-cost hypothesis. Thus viewed, it was disturbing to 

find from the Census data that Kerala was one among the few states with high 

proportion of wages in value added. The share of wages in value added in Ker­

ala was much higher than what it was in neighbouring states as well as in other 

industrially advanced states including West Bengal. In Kerala, the wage share in 

value added on an average (42%) was nearly twice as high that or all India (22(*J) 

level. Apparently, wage-productivity relationship in Kerala was found relatively 

unfavourable for prospective investment in the small scale industry".4H 

The foregoing literature review shows that already there exists a number of 

studies on the trade union movement in the formal and informal sectors of Ker­

ala. But none of these studies makes an indepth analysis of the interrelationship 

between trade union growth, industrial disputes and industrialisation of the state. 

Hence the proposed study is relevant and may fill in the research gap that exists 

in the area. 
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1.2 Objectives of the Study 

The study tries to probe into the inter-relationship between trade union growth, 

high labour costs and industrial atmosphere in the state and attempts to analyse 

the impact of these factors on the growth of small scale industries in Kerala. 

The major objectives of the study are: 

I. to examine the present industrial status of Kerala. 

2. to make an assessment of the growth and characteristics of trade unionism 

in Kerala. 

3. to analyse the industrial disputes in Kerala at both aggregate and disaggre­

gate levels. 

4. to study the extent of labour cost difference in the small scale sector of 

Kerala compared to neighbouring states and all India. 

5. to empirically verify the effect of trade unionism on the high labour costs 

in the small scale sector of Kerala. 

6. to examine the perception of entreprenuers on the industrial relations cli­

mate of the state and to find out whether their perception in this regard adds 

to their psychic costs. 

7. to examine whether the high labour costs - both wage cost and psychic cost 

- discourage small entreprenuers from investing in Kerala or encourage 

thClI1 to shift thcir ullits tu IIcighbouring states like Talllil Nauu. 
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1.3 Methodology and Data Base 

We have attempted to study the impact of trade unionism on the industrial devel­

opment of the state by making a detailed industry-wise as well as a firm-wise 

analysis. The industry-wise analysis was based on secondary (time series) data 

where as the firm-wise study was made using primary data collected through a 

sample survey. 

The main sources of secondary data are the Reports of the Annual Survey 

of Industries, puhlished by the Central Statistical Organisation, Government of 

India. The Annual Survey of Industries (AS!) was publishing two sets of indus­

trial data separately, one, on large scale industries (Census Sector) and the other 

on small scale industries (Sample Sector) till 1971. From 1971 onwards, it 

started publishing a new set of data covering the entire industrial sector (Fac­

tory sector) along with Census Sector and the publication of data on sample 

sector has been stopped. Again, the data on Census sector was available only 

till 1985-'86 at the time of our study. Hence the present publication of ASI is 

covcring the entire manufacturing sector and is known as the Factory Sector. 

But for the present study, we required the data regarding small scale indus­

trial sector (SSI) and they are not readily available. So they have been computed 

by deducting the ASI Census sector (which includes only large scale industries) 

from ASl Factory Sector (which consists of the entire industrial sector). Thus 

we have got the time series data for the small scale sector (SSl) covering the 

period 1970-'71 to 1985-' 86. 



23 

This has been supplemented by the reports of the Industries Division of the 

Directorate of Economics and Statistics, Government of Kerala. The trade union 

data for the study is collected from 'Indian Labour Statistics' and 'Indian Labour 

Year Book', two annual publications of Central Labour Bureau and from the 

onicial records of the Labour Department, Government of Kerala. 

The chief source of primary data is the sample survey conducted among 

small scale entrepreneurs. For getting a representative sample, we have decided 

to take 20 I small scale registered units49 representing modern small scale indus­

tries in Kerala. The traditional industries like Coir, Cashew, Beedi, etc. are 

purposefully avoided because they are already covered by certain studies.50 

Based on the number and concentration of Small Scale Units, three districts; 

Trivandrum, Ernakulalll and Palghat (the first two representing the two erst­

while princely states of Kerala namely Travancore and Cochin and the third 

representing Malabar, formerly a part of Madras Presidency) were selected for 

the Survey. Among the different modern industries, ten were selected for the 

study. This selection was mainly un the basis of the nature amI concentration or 

modern industries in the State. After locating the ten industries, we calculated 

the proportion of each group in the district to the State total and thus the number 

of units in each district were identified. By using the random number table, the 

exact sample units in each district were selected. Finally, the survey was con­

ducted through personal interview_of entrepreneurs with the help of structured 

questionnaires. 
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It is understood from the pilot Survey that a good number of SSI units of 

modern type have been shifted from Kerala to Coimbatore in Tamil Nadu during 

the last 15 years. So, as a second part of the survey, we covered Coimbatore by 

selecting a sample of 50 units at random covering the same ten industries. 

To collect more details in respect of working condition in the units, and the 

trade union activities, the workers and trade union leaders were directly con­

tacted hy the researcher for discussion. Supplementary information and materi­

als are collected from the published literature. 

Data collected from variuus sources were analysed by using statistical tools 

and techniques such as averages, percentages, regression and Scalogram. 

In this study 'Iabuur cust' is defined nut unly in terms of wages and welfare 

costs but also in terms of loss and inconvenience due to strikes and disputes and 

phubia about militant labour. Hence for operational convenience, 'labour cost 

hypothesis' has been split up into two; 'wage cost hypothesis' and 'psychic cost 

hypothesis' . 

For the purpose of our study, we have constructed a phohia index which 

is nut commonly used in industrial studies. Here, by phobia, we have meant 

the extreme fear of the industrialists to make investments mainly due to the 

fear of excess trade union activities in the state. As phobia relates to the psy­

chological state of the entrepreneurs, no direct measurement will be pragmatic. 

Hence we have made use of the Scalogram technique for quantifying the qual­

itative opinions given hy the entrepreneurs covered hy our survey. The scal­

ing is the process of ordering qualitative characteristics. The widely accepted 



25 

scalogramtcchniquc is the 'Cornell Technique of Scaling'51 developed by Louis 

Gutlman which mainly deals with a scalable unidimensional universe. Here 

Gultman considered an area scalable if responses to a set of items in that area 

arranged themselves in certain specific ways. In particular, it must be possi­

ble to order the items such that, ideally, persons who answer a given question 

favourably, all have higher ranks than persons who answer the same question 

unfavourahly. From a respondent's rank or scale score we know exactly which 

items he indorsed. 

The mcchanism of the technique is that first uf all a few questions arc put up 

in an intelligent way so as to catch the respondents' attitude to the problem under 

study. For each question, different scales are given. For eg: if we have selected 

a seven point scale, the values are given as 6, 5, 4, 3, 2, 1 and 0; strongly agree 

- 6, agree - 5, partially agree - 4, undecided - 3, partially disagree - 2, disagree -

I, strongly disagree - O. Then by adding the scale values for each question. we 

get necessary quantified data of a particular variable. 

1.4 Scope and Limitations of the Study 

The area of enquiry of the study is confined to Small Scale Industrial Sector 

(SSI)52 of Kerala and it does not cover the Large Scale Industries. This has been 

done because the latter has already been the subject matter of many studies.53 

Moreover, taking into consideration the employment potential, the development 

or Ihe SSI Sector is assulllillg grcatcr sigllilicallcc ill thc racc of gravc 1I11CIll-

ployment problem in the state. 
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The scope or the study is limited to the organised small scale sector (regis­

tered units) which is the formal sector coming under the perview of Factories 

Act of 1948. This is not because of the lack of relevance of the informal sector 

(unregistered units) in the Kerala economy, but because of the paucity of reliable 

data on it. 

The major source of secondary data for the study is the Reports of the 

Annual Survey of Industries (ASI). But the main limitation of ASl data is that 

while all units in the Census sector are enumerated completely, the sample sec­

tor (SSl) units are covered on the basis of a probability sample. Hence ASl 

data with regard to small scale units (Sample Sector) till 1971 may not be use­

ful for comparison. Moreover, The ASI data on Census Sector were published 

regularly only till 1985-' 86. Therefore, only the ASI data from 1970-'71 to 

1985-'86 were used for the present study. 

For outside State comparison, the primary survey covers only 50 units and 

that too only in Tamil Nadu (Coimbatore). 

1.5 Organisation of the Study 

The study is presented in seven chapters. The present introductory chapter pro­

vides the statement and significance of the problem, the review of literature, 

objectives, methodology and the scheme of the study. The second chapter anal­

yses the trends in industrial growth of Kerala covering both Census and Sample 

sectors. A picture of trade union growth in Kerala and its various dimensions 
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are given in the third chapter. The fourth chapter contains a period-wise analy­

sis of industrial disputes in Kerala along with an all India Comparison. This is 

followed by an industry wise and a firm-wise empirical analysis of the 'labour 

cost hypothesis' in the context of industrial development in Kerala in the fifth 

Chapter. The sixth Chapter deals with the psychic cost analysis of the Small 

Scale entrepreneurs. The last Chapter summaries the main findings and pro­

vides policy implications. 
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11.1 Introduction 

It is usually found that successful development of an economy is associated 

with structural changes marked by a sharp increase in the share of manufac­

turing industry in total output. To quote Kaldor "it is the rate of growth of 

manufacturing production (together with ancil1ary activities of public utilities 

and construction) which is likely to exert a dominating influence on the over­

all rate of economic growth, partly on account of its influence on the rate of 

growth of productivity in the industrial sector itself and partly so because it will 

tend, indirectly to raise the rate of productivity growth in other sectors"l. More 

generally as a process in economic growth, industrialisation diversifies the pro­

duction base, raises productivity of factors, accelerates the rate of technological 

change throughout the economy, and thereby expands the capacity of the society 

to meet its material wants2 . 

In this chapter, an attempt is made to look into the long term trends in the 

industrial growth of Kerala. It begins with a look at the rate and pattern of 

industrialisation in the State. This is followed by an empirical analysis of the 

evidence relating to the structural diversification that took place in the Kerala 

economy. We have also tried to examine the percapita income (NOP) at current 

prices and at constant prices (1970-71) with a view to understand the extent 

to which economic growth as a whole has occurred in the State. Finally, the 

4uestion of "Industrial Deceleration" in the context of Kerala economy is dealt 

with at length. 
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11.2 The magnitude of Industrialisation in Kerala 

The comparat ive picture of the Census sector (large scale) and the Sample Sector 

(small scale) with regard to the number of factories registered, gives us an idea 

about the nature of industrialisation in Kerala. Though both large scale and 

small scale units in the State increased in number during the period 1970-'94, 

the annual rate of increase was notably lower compared to the neigbouring states 

like Tamil Nadu and Karanataka and also with all India3 . In the year 1993 - '94, 

the number of registered factories in the Census Sector were 926, while that in 

the Sample Sector were 96,934 in Kerala. Based on the employment potential, 

cumpared to Census Sector, the Sample Sector of Kcrala occupies a prominent 

place4 . But in terms of investment, both sectors are far behind the national 

average) . 

Table 2.1 gives a district-wise break-up of the number of small scale indus­

tries in Kerala for the year 1994-'95. Among the different districts, Eranakulam 

tops the list, followed by Cannanore, Trichur and Kottayam. Alleppey, and 

Quilon which had traditions of industrialisation were found to be accounting for 

only smaller share of units now. Kasargod and Pathanamthitta, the new districts 

have only smaller number of small scale units. In terms of number of units reg­

istered, among the districts of Kerala, Eranakulam is the most industrialised and 

Wayanad the least. 



Tahle 2.1 

Small Scale Industrial Units in Kentla in 1994-95 
(District-wise) 

District No. of Units Percentage of 'Ihtal 

I. Trivandrum 7651 7.89 

2. Quilon 8925 9.20 

3. Pathanampthitta 29K9 3.0K 

4. Alleppey 7994 K.24 

5. Kottayam 92KO 9.57 

6. Idukki 2K75 2.% 

7. Ernakulam 14909 15.38 

8. Trichur 9879 10.19 

9. .. alaghat 7503 7.74 

10. Malappuram 4740 4.86 

11. Calicut 7218 7.44 

12. Wayanad 1363 1.40 

13. Cannanore 10197 10.85 

14. Kasaragod 1411 1.45 

Total %Y34 IOU 

Source: Directorate of Industries and Commerce, Govt. of Kerala, Trivandrum 1996. 

11.3 The structure of Growth 

38 

Table 2.2 shows a state-wise comparison of the overall growth pattern. The 

annual growth rale of pen.:apita SDP in Kerala hctwccn 1971 and 1991, in real 

terms has been as small as 0.5 percent as against 1.1 percent for all India. The 

annual rate of growth at current prices for Kcrala was only 7.1 % as compared to 

the national average of 9.5% per annum during the same period. 
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It is highly signiiicant to note that the proportion of the work force engaged 

in agriculture in Kerala is the lowest in the country. The percentage of workers 

engaged in agricultural sector has declined from 55.5 in 1971 to 41.2 in 1991 6 . 

It has been noted by early researchers 7 that the heavy decline in the proportion 

of agricultural work force in the State stands in contrast to the minute decline at 

the national level. Table 2.3 presents the composition of Net Domestic Product 

(NOP) in Kerala and all India. In terms of its share in the State income, the 

primaty sector in Kerala has been declining. The contribution made by primary 

sector has fallen from 56% in 1960-61 to 33(10 in 1993-94, when calculated at 

current prices. But it may be seen that the contribution by primary sector to 

NDP at the national scene has not been declining as fast as in Kerala. In fact, it 

improved especially during 90's. 
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The growth trends of industrial sector in Kerala. 011 the other hand. seem 

to be at variance with that of the country as a whole. Though there has been 

signilicant slow down in the growth of industrial sector in India after the mid 

sixties8, it did not happen in Kerala9 . Similarly when 80's showed signs of 

growth in the industrial sector for the country as a whole, Kerala presented only 

signs of deceleration in it's industrial economy. On the contrary, the tertiary 

sector in Kerala has been presenting commendable growth during the last three 

decades. 

11.4 Analysis of Kerala's industrial base 

Table 2.4 presents data on employment and value added in different industries 

in Kerala and all India for the year 1993-94. It reveals that Kerala's indus­

trial base consists of a set of interrelated and non-metalic mineral based indus­

tries. From the point of view of employment. industries such as Food Products. 

Electricity, Textiles, Chemical products. Wood and Wood Products and paper 

products arc illlPortallt. Whell value added is cOllsidered, Rubber Products alld 

Electrical Machinery get added to the list. Among the different industries, the 

share of electricity generation in employment and value added is, more or less, 

equal. Food products offers more employment but low value added. It may, 

however, be noted that industries such as Basic Metal and Alloys, Machinery 

and Machine Tools and Transport Equipments coming under the category of 

Engineering Industries do not have a fair share in the industrial structure of the 
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state. But for the country as a whole, it appears that the engineering industries 

contribute a much higher share in both employment and value added. 

From the above analysis, it is clear that Kerala lacks a balanced industrial 

base. The development of engineering industries in the region is rudimentary 

and domestic demand is largely met by imports from other states. Based on the 

experience of industrially advanced regions, one can see that as the process of 

industrialisation gains momentum, the industrial base of the region gets diversi­

fied and the share of agro-based industries starts to fall. In this sense, the trend 

in Kerala's industrial structure is nut very encouraging. 

A state - wise disparity in industralisation based on the share in value added 

in the factory sector from 1960-'61 to 1993-'94 is given in table 2-5. Kerala 

accounts for only 2.5 percent of the national industrial output from factories and 

ranks 12th among Indian states in 1993-'94. The data show that many states 

like Andhra Pradesh, Bihar and Madhya Pradesh showed signs of improvement 

especially by the beginning of eighties. But for Kerala, the performance has 

been poor throughout. In terms of industrial development, as reflected in per­

capita value added, Kerala remained below the national average in sixties and 

even today. 

11.5 Empirical evidence of Industrial Deceleration in Kerala 

A recent studylO analysing the spatial variations in the rate of industrial growth 

in some of the leading states of India, identified three broad patterns of indus­

trial growth and accordingly classified the states (12 states for which data could 
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be available) into three groups; (a) states in which industrial output grew by 

and large at a uniform rate (b) states which experienced a significant decel­

eration in growth rate after mid-sixties and significant rccovery after the mid­

seventies and (c) states which experienced a continuing deceleration in the rate 

of industrial growth LTable 2.6J. It is found that Kerala, Al1llhra Pradesh and 

Karnataka were the three states experiencing continuous deceleration till mid­

eighties. But extending the analysis from 1985-'86 to 1992-'93, we can see that 

Andhra Pradesh and Karnataka could better their growth rates from 6.03 to 7.05 

and from 6.76 to 7.62 respectively. Thus among these states of India, it is only 

Kerala that witnessed an unhealthy trend of continuing deceleration in the rate 

of industrial growth since the second half of the sixties. 

Analysing the trend of manufacturing in Kerala, one study" has noted two 

kinks over the period 1960-'61 to 1992-'93; one in 1973-'74 and another in 

1983-'84. Among the two kinks, the first one of 1973-'74 is found to be more 

significiant than the second one. The study has reached this result by fitting the 

kinked exponential curve. 

10gY = a+aD+ht+hDt 

where D is a dUllllllY variahle with values equal to zero for years up to kink 

and one thereafter. The kinks usually represent some sort of irregularity in the 

production and is reflected in sudden variation in the quantity of output pro­

duced. During the two kink periods and the period immediately following the 

kinks, we observe a sudden fall in both employment generation and net value 

added in the registered manufacturing sector of Kerala. [Table 2-7]. 
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Table 2.6 
Growth rate of Real Net Value added in Registered 

Manufacturing in t1iflcrent States 

State 
Relative weight Growth rate per cent per annum 

(70-71 ) 

Percentage IY60-61 1965-66 1975-76 IY85-R6 

to to to to 

1%5-()(, flJ75-76 IlJR5-R6 flJlJ2-lJJ 

Andhra Pradesh 4 6.84 6.71 6.03 7.05' 

Bihar 6.2 4.26 2.40 6.07 6.89 ../ 
Gujarath 10.1 4.57 J.RO 4.11 5.34 

Karnataka 5.7 8.24 7.39 6.76 7.62 

Kerala 2.7 10.RO 4.59 3.03 2,22 

Madhya Pradesh 3.6 9.62 6.95 7.43 6.81 

Maharashtra 30.6 5.81 5.53 5.98 6.72 v 
Orissa 2.2 7.17 3.35 9.84 7.91 

Rajasthan 1.9 7.32 3.95 5.80 5.94 

Tamil Nadu 10.1 6.49 5.67 5.73 6.34 

Uttar Pradesh 7.2 6.00 4.13 9.09 8.14 v' 
West Bengal 15.7 6.23 -1.53 1.88 3.57 

Suurce: adopted frolll Biswanath (iofdar and Vi.iay Scth - Spatial variations in the Rate of 
Industrial Growth in India, Economic and Political Weekly, vol. XXIV, No. 22, June, 
19R9 and Reserve Bank of India, 1993-'94. 
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Table 2.7 
Relative Share of Kerala in value added and 

Employment in Factory Sector 

Period 
Net value 

Employment 
added 

1970-71 3.43 2.86 

1971-72 4.51 3.10 

1972-73 4.29 2.85 

1973-74 4.20 2.70 

1974-75 3.25 UB .It 
1975-76 4.11 2'()9 

1976-77 4.29 2.82 

1977-78 4.22 2.80 

1978-79 4.31 2.89 

1979-80 4.34 2.79 

1980-81 4.89 3.13 

1981-82 4.73 2.96 

1982-83 3.68 2.91 

1983-84 3.17 2.82 

1984-85 2.80 2.01 

1985-86 3.10 2.68 

1986-87 3.21 2.72 

1987-88 3.27 2.64 

1':>88-89 3.65 2.62 

1989-':>0 3.75 2.79 
II)I)()-I)I 4.()l) 2.(11 

1':>91-92 3.61 2.67 

1992-93 3.84 2.59 

Source: Ca1culatuions based on data from CSO, ASI (various issues) 

11.6 Conclusion 

We have made an attempt to bring forth the different trends in the industrial 

growth pattern of Kerala. We have noted that the industrial sector in Kerala is not 
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showillg adequate growth. The lIulllber of lIew fa<.:lories registered has recorded 

only marginal increase. The analysis clearly shows that Kerala lacks a balanced ----industrial base. The development of engineering industries in the region is found 

to be rudimentary whereas it appears that the engineering industries contribute 

a large share in both employment and value added in the national scene. 

Kerala has been occupying only a very low position (12th rank) in the national 

scene of industrialisation; accounting for only a very low percentage of value 

added. Among the different states of India, it is only Kerala that witnessed an 

unhealthy trend of continuing deceleration in the rate of industrial growth since 

the second half of sixties. It appears that industrial development in Kerala has 

not gone hand in hand with all India pattern in different time periods. Strangely, 

when the country as a whole stagnated in industrial growth, Kerala prospered; 

whereas it showed signs of slow down when the country as a whole was r~ 

II1g. 
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B.A., Sage Puhlications, New Delhi, p. 217. 



50 

3. The data based on Annual Survey of Industries (ASI) and the data from 

Directorate of Industries and Commerce, Government of Kerala, Tamil 
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respectively during 1970-'94. In the case of the Sample Sector, while all 

India showed an annual rate of growth of 14%, along with 15% in Tamil 
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4. Based on the data from the Directorate of Industries and Commerce, Gov­
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and medium scale industrial units (formal sector) in 1994-'95 was 196,590 
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in large and medium scale industries was to the tune of Rs300 crores and 

on small scale industries it was to the tune of Rs250 crores. But the corre­

sponding figures showing investment in Karanataka was Rs2005 crores and 

Rs 1070 crores, in Tamil Nadu was Rs31 00 crures and Rs I 080 crores, and 

for all India Rs27000 crores and Rs 19000 crures (average figures: 1350 

alld (50). 

6. Census Data, 1981 and 1991. 
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explains the significant kink in 1983-' 84. See Nanda Mohan V., 1994, 

'Recent Trends in the Industrial Growth of Kerala', Kerala's Economy: 

Performance, Problems, Prospects, (cd) Prakash B. A., op cit. 
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111.1 Introduction 

In this chapter, it is proposed to examine the growth and pattern of trade union­

ism in Kerala. The exercise falls in two sections. The first section gives a 

historical account of the trade union movement in the state. The next section 

discusses the various dimensions of trade unionism in Kerala. This discussion 

is carried out, firstly by a quantitative analysis of unionisation in the state with 

special emphasis to the growth in number and membership of trade unions. Sec­

ondly, we discuss the political involvement in trade union activities. Lastly, an 

attempt is made to put forth a regression model for explaining the growth of 

trade unionism in Kerala. 

A. A historical account of Trade Unionism in Kerala 

111.2 Growth of Trade Unionism - Pre-independence period 

The trade union movement in Kerala has a fairly long history of growth and 

struggle. However there is still some obscurity regarding the origin of the trade 

union movement in Kerala. According to one version, attempts at organis­

ing labour in the coir mats and mattings industry in Alleppey began as early 

as 1920. t The organisation was known as the Travancore Labour Association 

(TLA). The post war prosperity of the industry came practically to end by the 

mushroom growth of uneconomic units and decline in the market for coir goods. 

Some uf these units were constrained to close down and wages paid to labour 

were deliberately reduced. There were also wide spread unemployment. It was 
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under these circumstances that the TLA was formed. Soon after it organisation, 

TLA gathered strength and its became the first to get registration under the Tra­

vancore Trade Union Act of 1937. On registration, TLA was renamed as the 

Travancore Coir Factory Workers Union (T. C. F. W. U).2 

It was this union which launched the first ever general strike in the coir mats 

and mattings manufacturing industry. The demands of the TCFWU induded, 

among other things, a wage hike of 25 percent, standardisation of wage rates, 

improvement in the working conditions, a guaranteed minimum earnings, abo­

lition of contract labour and prohibition of unauthorised deductions from wages 

by Moopans3 and labour contractors, recognition of the union and also labour 

representation in the legislature. The Dewan of Travancore had taken a personal 

interest in the settlement of this strike and the government appointed a Board of 

Conciliation. This greatly stimulated the union movement in the state. 

After the general strike of 1938, the TCFWU was revitalised. Factory com­

mittees were set up for each unit and operated virtually on the lines of the present 

day Works Committees. It also acted as a machinery of grievance settlement 

and promoted the spirit of collective bargaining at the level of the factory and 

joint consultations at the level of industry. The TCFWU instilled in its mem­

ber strong consciousness of their rights and privileges so that a contractor or a 

jobber (Moopan) was no longer able to abuse his powers.4 

The trade union movement that originated at Alleppey soon spread to the 

other parts of the state particularly to Quilon, the next biggest industrial cen­

tre in the state. The first trade union to emerge at Quilon was the Quilon 
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Labour Union (QLU).5 In contrast to the active unionism which was practised in 

Alleppey, Quilon offered a good model of "Sunday Unionism". Its early lead­

ers were drawn from the class of legal practitioners known as Vakils inspired 

with the spirit of selfless social service. The office of the QLU provided a COI11-

mon meeting ground for active social and political workers, particularly from 

the Travancore State Congress which was spear-heading the movement against 

the [)ewan and the Maharaja. The chief activity of the QLU was to hear the 

grievances of workers and help them to submit memoranda to the employers.6 

The QLU was registered as the Quilon Factory Workers Union (QFWU) 

in 1936 incorporating the workers from the cashew industry, cotton mills, saw 

mills, tile factories and engineering work shops in the Quilon area. For long, 

the workers had been demanding the prohibition uf the then prevailing contract 

labour system. They were quite fed lip with the miserable working conditions 

in the factories and the very long working hours which stretched from 6 a.m to 

6.30 p.m. with a half an hour lunch break. At the intervention of the union, 

the demands of the workers were met. The pitiable condition of workers in 

the Chavara Minerals attracted the attention of the QFWU. QFWU organised a 

one day hartal to express its solidarity with the Alleppey Workers who went on 

General Strike in 1937. 

The work force in the cashew industry was mainly consisting of women. It 

was difficult to persuade these women workers to join unions or take part in 

their activities; they were scared by the prospect of dismissal by the employers. 
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But when the organisation of workers gathered momentum, women workers too 

came forward and actively participated in various struggles. This trend was 

viewed wilh sllspicion and disapproval hy Ihe elllployers. They also resorled 

to every means to terrorise and check the activities of the unions. Leaders of 

the QFWU were harassed in their factories, beaten up by goondas and were 

subjected to extreme forms of humiliation.7 

Gradually for each centre of the cashew industry in Quilon district individ­

ual trade unions were started and they were federated into the All Travancore 

Cashewnut Worker's Union. Later it was named as the All Kerala Cashewnut 

Factory Workers Federation (AKCFWF). There was a general strike in 1945 for 

achieving the workers' rights, namely basic minimum living wages, adequate D. 

A, bonus, etc. During the period 1940-'45, individual strike activity was largely 

confined to the Punalur, Quilon and Chavara regions. To counter the QFWU's 

efforts in organising cashew workers, T. K. Musliar, onc of the biggest cashew 

processors, took initiative to form a union for his workers under the name All 

Travancore Cashew Workers Union (ATCWU). But it was a short-lived onc and 

was later captured by the workers through elections. 

Along with the Travancore area, Cochin and Malabar areas were also hav­

ing their own share in trade union activities.H The Toddy Tappers Union of 

Anthikad, established in 1936 and the Tata Oil Mill Worker's Union, registered 

in 1939, were the two stronger unions in the Cochin area. In the 1940's, indus­

trial strike activity in Cochin was largely confined to the Tata Oil Mill and a 



57 

few bricks and tile factories in and around Alwaye. The strike of Tata Oil Mill 

Worker's Union in 1940 brought to the workers the conviction that their legit­

imate demands could be satisfied without resort to violent strike activity and 

intimidation. Since then, contrary to the established characteristics of infant 

unionism, this union cooperated with the management in building up a strong, 

constructive and mutually beneficial system of collective bargaining.9 

Trade unions emerged strongly in Trichur particularly in a few plantations, 

bricks and tile factories around 1945. Two strong unions in the area were the 

Vellanikkara Thattil Estate Union (VTEU) and the Sitaram Labour Congress 

(SLC). The VTEU has some creditable achievements in the fight for the rights 

of plantation workers. In 1946, the union demanded that the plantations should 

be declared as an industry so that it could be brought under the Trade Disputes 

Act. Subsequently, it launched a strike lasting 36 days. At last, an ordinance 

was issued declaring plantations as an industry. 

The earliest unions in Malabar regions were the Cheruvanoor Cotton Mill 

Worker's Uniun, Cannanure Aaron Mills Wurker's Union and thuse in the Feroke 

Tile Factory, Common Wealth Tile Factory and the Beedi and Cigar Industries 

in Calicut. In organising some of these unions, the founding members of the 

cOllllllunists movement played a very significant role; union struggle nceamc 

part of the freedom struggle. 10 
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111.3 The communist influence 

The development of the trade union movement and the emergence of the com­

munist wing in it must be considered as part of the main stream of freedom 

struggle and the subsequent growth of political democracy. A number of Mal­

abar leaders of the communist party started a Youth League and carried its mes­

sage to Travancore. Meanwhile, a division known as the Progressive Group, 

emerged in the State Congress in Travancore. It particularly emphasised the 

need for mobilising workers for the freedom struggle and openly alleged that 

the State Congress was toying the line of Gandhism and non-violence and that it 

was not agitational enough. Subsequently, the rift in the State Congress between 

Left and Right came to limelight. 

The formation of the Progressive group and its activities came to the knowl­

edge of the Dewan of Travancore and he put the leaders in jail. Later, the 

Dewan released the leaders but he was determined to break the movement. The 

police and hlack legs were let loose on workers in Alleppey and the TCFWU 

office was raided. As a part of this development, there emerged the 'Radical 

Congress'. The young blood in the Youth League and State Congress consider­

ably enhanced the strength and popularity of the new Radical Congress. It really 

marked the emergence of Communist party in the state. At Quilon session of 

the State Congress, the communists decided to chalk out a separate path. 

These developments influenced the Trade Union Movement also. The All 

Travancore Trade Union Congress (ATTUC) provided a platform for all left 
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wing unions in the state. Following the stand taken by the communists in the 

Quit India Agitation, the union movement split into two; one led by the radical 

left and the other by left socialists. The operations of the communists concen­

trated on the working class and the student community. They widely spread 

the message of class struggle, violent agitations, sabotage and even mass armed 

revolt. Alleppey was the chief centre of communists. 

The Punnapra-Vayalar revolt of 1946 is considered as important landmark 

in the history of trade unionism in Kerala. The workers in Alleppey declared a 

general strike in September 1946. The police and the workers clashed and the 

police got the worst of it. On October 24, 1946 the bloodiest of armed conflicts, 

a battle between organised group of workers and the police took place. Though 

started as a trade union agitation, the Punnapra-Vayalar revolt was part or a 

political struggle for achieving freedom and responsible government.!! 

The Dewan's attitude to trade unionism and industrial relations was ambiva-

lent. Personally, he had a soft corner for the working class. He used to encour­

age the growth of unionism, by influencing employers to give recognition to 

major unions. He strongly held the view that industrial disputes should be set­

tled through joint consultations. He took initiative in setting up a tripartite sys­

tem and formed a labour department as well as Industrial Relations Committees 

(lRCs). But Dewan was strongly opposed to the mixing up of unionism with 

politics. Therefore, he held that Punnapra-Vayalar Revolt was a political strug­

gle against the established government. Considering the many aspects of trade 
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union involvement in politics, at last, Dewan had ordered the imposition of a 

ban on the communist party and pro-communist trade unions in the State. 

111.4 Trade Unionism-Past-independence period 

The objective basis for the trade union movement and the struggle by the work­

ing class of Kerala was provided by the extreme economic hardships and the 

poor and inhuman conditions of work particularly during the pre-independence 

period. But with independence of the country, the cause of the struggles reverted 

again to economic demands. 

In 194X, the han on 29 out of 35 unions that was imposed hy Dewan was 

lifted. Industrial unrest was revived. Unionism began to spread to new areas 

like plantations. agriculture and even to service sectors. The AITUC and INTUC 

made its roads into plantations. The United Trade Union Congress (UTUC) also 

emerged on the scene. The Hind Mazdur Sabha (HMS) was another late entrant 

into the trade union scene. The States of Travancore and Cochin were integrated 

in July 1949 and preparation for the first general election was being made when 

the industrial relations scene was turning turbulent. 12 

The emergence of an independent unionism in Alwaye, a fast growing indus­

trial town in 1940's is considered as a significant turning point in the history 

of trade unionism in Kerala. Modern industries and security of employment 

hrought a refreshing influence on the union movement at Alwaye. The new 

movement stood for two principles; (a) non-affiliation to political parties and (b) 
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one industry - one union. This new movement has checked the growth of pro­

communist unions. But very soon, it was realised that the independent unionism 

could no longer survive in the highly complex state politics and politically con­

scious working class. 

The first pupular ministry came to power ill 1949. Uut it was short-lived. 

Later, coalition politics became the order of the day. Industrial unrest followed. 

The need for trade union unity was felt by all. In this context, the principle of 

one union in one undertaking and the use of secret ballot to select representatives 

were suggested by experts. But this happened tu be a failure and it led the way 

for inter-union rivalries, especially among the left oriented unions. Industrial 

unrest appeared all over the state. 

The first Communist Ministry which came into power in 1957 introduced 

three controversial legislative bills; the Agrarian Relations Bill, the Education 

Bill and the Industrial Relations Bill. But this resulted in anti-communist unrest 

all over the state in the form of the (,Vimochana Samara,).13 The President 

of India dismissed the ministry. But political instability and industrial unrest 

continued. 

Generally, a new era uf trade unionism has emerged in Kerala. Following 

the split of the communist party in 1964, the AITUC led unions hegan to split 

all over the state. The trade union arena in Kerala has hecome completely politi­

cised. Each pulitical party furmed and nourished its own trade union wing. This 

resulted in unhealthy inter union rivalries and each union was concentrating on 
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capturing membership. Thus, trade unionism in Kerala has been entering into a 

new phase of growth which continues till now. 

B. Dimensions of Trade Unionism in Kerala 

111.5 Intensity of Unionisation - Present Scenario 

The trade unionism in Kerala saw a phenomenal growth since the formation of 

the State in 1956. Increasing industrialisation, expanding labour force, increas­

ing cost of living, growing trade union consciousness, increasing rate of literacy 

among the workers are some of the causes that led to a tremendous growth in 

trade unionism in Kerala. The trade unions have increased enormously both in 

number and membership during the period 195 I to 1993. Today, there are as 

many as 8730 registered trade unions in the state representing about 19% of the 

total 47213 trade unions in India [Table 3.1]. Looking at the index number, we 

will be able to see that the trade union number was increasing throughout the 

period. A very speedy growth in the number of unions occurred from the end of 

sixties till the middle or seventies. Though the growth in trade unions stagnated 

in the beginning of 80's, it again gathered momentum by 1985. with regard to 

union membership also, one can see an increasing trend in Kerala, except for the 

year 1967. The year 1966-' 67 is noted as an unusual year for the entire country. 

For the nation as a whole, the number of registered unions has also been rising 

during 1951-'93 period. But the speed or increase was less than that in Kcrala. 

Coming to union membership, it appeared to be increasing till the end of 70's. 
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But from the beginning of 80's onwards, it has been showing a downward trend 

except for the year 1987. 

Table 3.1 
Trade Union Growth and Membership 

Kcrala India 

Nu. Regd Index Nu. Uniun Index No. No. Rcgd Index Nu. Union Index No. 
Year 

Unions (Base-1951) Memhership (Ba~e-1951 ) Unions (B:l~e-1951) Membership (Ba~e-1951 ) 

I'I~I Wi lOO 55 I<K) <1(,23 ilK) I <)'J(, lOO 

1957 1213 2111 355 645 !l554 1115 2377 119 

1961 1650 297 321 583 11614 251 3977 199 

1967 1864 335 109 198 146116 317 3392 169 
1------ . . -_.- 1------

1971 2792 503 123 223 26788 579 6580 329 

1977 4446 801 179 325 30810 666 6034 302 

1981 6857 1235 183 332 36506 789 3727 186 -1987 7962 1434 294 534 45095 975 6368 319 

1991 8680 1564 300 545 46889 1014 5170 259 

1993 8730 1572 330 600 47213 1021 4910 245 

Source: Indian Lahour Slalislics. Simla. Lahour Bureau. Govcrnmcnl or India. Indian Labour Year Hook 

and office of the Labour Commissioner. Government of Kerala. 

It is seen that, during the period of four and a half decades, the trade union 

registration in Kerala has multiplied 15 times, while it has increased only by 10 

times at the national level. The rate of growth in union membership in Kerala 

has been much higher than that in the country as a whole. 

When we analyse the growth in trade union number and membership in Ker-

ala further, we find that during the four periods; 1957-'59, 1967-'77, 1980-'82 

and 1987-'89, when the communist ministries were in power, Kerala had ex pe-

rienced a remarkable growth both in trade union number and mcmbcrship. The 

trade union movement in Kerala has got suflicicnt nourishment and motivation 
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during the communist rule. 

The magnitude and intensity of trade unionism in Kerala may be better 

gauged from Table 3.2. The table presents the trade union membership a~ a per-

centage of employment in the state. Here we have made the calculations on the 
"-----.~'~ .. "",~-.. .--.~---- ... -.,.-._-,--",-

basis of the factory sector alone. The trade union membership in the factory sec-

tor of Kerala also has shown a rising trend throughout the period, 1951 to 1993, 

except for 1965-'66 (which may be considered as an unusual year for the whole 

country) A sudden jump in union membership can be noted during the second 

half of the fifties. This may be because of the reorganisation of the Kerala state 

in 1956 and due to the encouragement given by the first communist ministry in 

the state. Since 1970, Kerala's industrial sector has been experiencing a steady 

increase in trade union membership. From 1990 onwards, more than half of the 

industrial workers are effective members of different trade unions in Kentla. 
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Table 3.2 
Trends in the degree of Unionisation in Kerala 

Year 
Trade union membership 

as a percentage of employment 

1951 21.03 

1955 23.15 

1960 44.86 

1965 20.85 

1970 30.02 

1975 45.72 

1980 48.09 

19H5 49.72 

1l)l)0 53.Hl) 

1993 55.14 

Sourcc: Calculation hascd on data from Administrativc Rcports. (Jovefllmcnt of Kernla and 
Office of thc Labour cOlllmissioner. Governmcnt of Krala. Trivandrum. 

111.6 Inter-Industry and Inter-District variation in unionism 

This section attempts to analyse the inter-industry and inter-district variations 

in unionisation in Kerala. Table 3.3 shows that industry groups like Wood and 

Wood products, Machinery and Metal, FoodProducts, Textiles and Garments 

account for 14.9%, 13.7%, 11.6% and 10.7% of the total number of unions 

respecti vel y. 
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As for the performance of individual districts of the state, Ernaklllam emerges 

as having the highest number of unions. It accounts for more than 17% of the 

total registered unions in 1992-'93; Cannanore, QlIilon and Trivandrum fol­

lows. Kottayam and Alleppey are also having notable share in union numbers. 

But the least unionised district is found to be Kasargod. An interesting finding 

of this analysis is that Alleppey which was the magnet of trade union activities 

during the sixties and seventies has lost its significance and its role now has been 

taken over by Ernakulam and Cannanore. This is because of the remarkably low 

rate of industrialisation now found in Alleppey. 

111.7 Nature of political involvement of trade unions 

Trade unions in India are different from those in the west l4 in that they have 

close links with political parties. IS Trade union leaders see trade unions in a 

political context. They realise that their work as trade unionists is affected by 

political factors. Thus political activity can be seen as an extension of trade 

union activity and trade union activity is an extension of political activity.16 It 

is a notable characteristic of Kerala's trade union leadership that many of the 

trade union leaders are political leaders too. They successfully, carry on by 

simultaneously holding the two positions. On the basis of who is at the top 

of the trade union and tracing his political aniliation, one can easily identify 

the nature of political involvement. The trade union leaders not only belong to 

political parties, but also arc deeply involved in the conventional political game. 

It is hardly possible to draw a line between union and political activities. 
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One can also notice a two-way inter relationship between political parties 

and the trade union movement. In Kerala, the union movement has greatly nour­

ished the growth o/" the comlllunists party and the Revolutionary Socialist party 

and in turn these parties have championed the cause of the working class. In 

many cases, uniun struggles have been used as political tool. The party in oppo­

sition mobilises its followers in the union movement to stage demonstrations 

against the party in power. 

Most of the well organised trade unions in Kerala are affiliates of major polit­

ieal parties in the country and as such can be called 'labour-wings' of political 

parties. It is generally recognised that the Federations, namely, Indian National 

Trade Union Congress (lNTUC), All Indian Trade Union Congress (AITUC), 

United Trade Union Congress (UTUC), Hind Mazdoor Sahha (HMS), Centre of 

Indian Trade Unions (CITU) and Bharatiya Mazdoor Sangh (BMS) have close 

affiliation with the Congress, CPI (Communist Party of India), RSP (Revolu­

tionary Socialist Party), Socialist Party, CPM (Marxist Communist Party) and 

the UJP (Uharatiya Janata Party). Almost all political parties have attempted tu 

bring under their in·fluence as many workers and unions as possible. The policy 

pursued by the political parties is reflected in the policy followed by the unions 

that are sponsored by them. The unions and their members usually support the 

political agitations of their parent party. 

Table 3.4 gives the distribution of trade unions in Kerala according to their 

affiliation to the national federations in 1993. As shown in the table, the three 
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unions INTUC, AITUC and CITU are the leading trade unions in the state. 

More than 70 percent of the unions and members are under these organisations. 

Among the three, INTUC, which is affiliated to Congress I was holding the top 

position in both number and membership till 1986. But its position has been 

taken over by CITU, an aniliate of CPM, sillce 1l)l)O. It is also obvious from 

the d Ita that the trade union operations in Kerala now are dominated by the two 

communist factions namely CPI and CPI(M). 



T
ab

le
 3

.4
 

A
ff

il
ia

te
d 

T
ra

de
 U

ni
on

s 
an

d 
M

em
be

rs
hi

p 
in

 K
er

al
a 

19
79

 
19

86
 

O
rg

an
is

at
io

n 
N

o.
 

M
em

be
rs

 
P

er
ce

nt
ag

e 
N

o.
 

M
em

be
rs

 
P

er
ce

nt
ag

e 
N

o.
 

to
 t

ot
al

 
to

 t
ot

al
 

IN
T

U
C

 
18

50
 

50
76

5 
28

.0
 

18
78

 
71

23
0 

27
.0

 
17

50
 

A
IT

U
C

 
69

0 
24

41
5 

13
.5

 
93

5 
41

76
5 

16
.0

 
11

20
 

C
lT

U
 

98
3 

42
63

2 
23

.7
 

16
69

 
68

63
0 

26
.0

 
19

95
 

H
M

S 
42

5 
13

43
0 

7.
5 

41
5 

18
67

0 
7.

5 
54

2 

B
M

S
 

64
0 

12
26

1 
6.

8 
59

0 
19

36
8 

7.
5 

76
5 

U
T

U
C

 
82

0 
15

64
2 

8.
7 

83
5 

21
47

2 
8.

5 
94

2 

N
on

-a
ff

il
ia

te
d 

13
92

 
20

85
5 

11
.8

 
15

78
 

18
86

5 
7.

5 
16

16
 

T
ot

al
 

68
00

 
18

00
00

 
lO

O
 

79
00

 
26

00
00

 
10

0 
87

30
 

S
ou

rc
e:

 O
ff

ic
e 

o
f t

he
 L

ab
ou

r C
om

m
is

si
on

er
, G

ov
er

nm
en

t o
f 

K
er

al
a,

 T
ri

va
nd

ru
m

. 

19
93

 

M
em

be
rs

 

69
68

0 

52
78

4 

10
89

30
 

22
74

7 

26
63

0 

38
47

3 

10
75

6 

33
00

00
 

P
er

ce
nt

ag
e 

to
 t

ot
al

 

21
.0

 

16
.0

 

33
.0

 

7.
0 

8.
0 

11
.6

 

3.
4 

10
0 

-.
I 

o 



71 

The percentage share of membership of affiliated unions to total membership 

in the state shows the growth trend of various unions in the state over the last four 

decades. It is seen that the membership with INTUC was at the top till 1986, but 

has started declining afterwards. AITUC, on the other hand, was increasing its 

membership till 1986. But since then, it has been showing a stagnating tendency 

in its membership. CITU has an ever increasing record and it is now the most 

powerful single trade union in Kerala. Among the other unions, the growth of 

BMS, the trade union of BJP, in Kerala is remarkable compared to the growth 

of UTUC and HMS in recent years. 

The entire analysis Oil the nature of political involvement of trade unions in 

Kerala leads to the conclusion that the trade unions in the State are nourishing a 

particular culture which permits increasing political involvement in union activ-

ities. Since the union leaders are the party leaders also, the union activities may 

be easily brought in line with the intentions and actions of the party. 

111.8 Regression model explaining the causes for trade union 
growth in Kerala 

There arc two discernible schools that seek to explain the growth of unions; the 

first relates union expansion to the business cycle and the second relies on the 

pluralistic view of trade union, linking its growth to a multiplicity of causes. I? 

The exponents of business cycle school believe that union membership depends 

directly upon business activity. I H 
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In this section, we propose to seek an economic explanation for the growth in 

trade union membership by linking it with the components of business activities, 

namely industrial output, employment, income and cost of living for the period 

1963-'93. It is also necessary to relate industrial relations with the trade union 

growth prevailing in the state during the periud. llcncc the mandays lust due 

to work stoppages is taken as the indicator of industrial relations prevailing in 

Kerala. 

The model for explaining the causes for the growth of trade unionism in 

Kerala during the period 1963-'93 is specified as follows. 

TU= f (lG, N, C, W. U) 

where TU = Trade Uniun mcmbcrship 
IG = Industrial output 
N = Employment 
C = Cost of living 
W (;;; M~ney}vage index - .- .. --. --------.-- .... -

U ~ndustrial unrest or Mandays 
lost due to work stoppage 

In estimating the coefficient of the above model, the method of ordinary least 

square multiple regression technique is used. Various combinations of variables 

were tried and various forms of the functions such as linear and logarithmic 

forms were tried. On the basis of economic theory and statistical inference the 

following model is selected. 

log TU = -13.45 
(-0.71) 

+ 2.lllog C 
(3.51)* 

+ 0.761og IG 
(0.59) 

O.7log W 
(-1.96)** 

+ 1.35 log N 
(2.13)** 

+ O.081og U J' 
(1.67)** ~}_;r'-~ "J .. ___ , 
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* -Significant at 1 % level of Significance 

** -Significant at 5% level of Significance 

*** - Significant at 10% level of Significance 

lFigures in parenthesis represent t-values of the variables]. 

From the above model, it can be seen that the business cycle approach to the 

growth of trade union membership is valid in the context of Kerala. Kerala's 

experience in the past three decades shows that cost of living and average daily 

employment are the causal variables explaining the variations in the growth of 

trade union membership. Among them, cost of living appears to be the most 

significant variable (with I % level of significance). It is, however, interesting 

to note that growth is industrial output does not cause variations in trade union 

membership. With regard to money wage and mandays lost, while negative 

relationship has been noted in the case ~age an'd trade union growth, 

a positive relationship is noted between mandays lost and trade union growth 

with a 5% level of significance. Hence, we may conclude the analysis that 

cost of living and employment are the most inlluential factors responsible for a 

steady growth in trade union membership in Kerala. 

111.9 Conclusion 

We have tried to spell out the various trends in the growth pattern of trade unions 

in Kerala. The very type of growth and the mode of action followed by Kerala's 
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Irade unions assllme grealer significance as rar as Kerala's general growth and 

in particular industrial development is concerned. It is seen that Kerala's labour 

is highly unioned. In the regression analysis, we have found cost of living and 

employment as the significant factors responsible for the growth of trade union 

membership in the state during the past three decades. 
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IV.1 Introduction 

The focus of this chapter is on the trend in industrial disputes in Kerala from 

the sixtics. A period wise analysis helps us to discern certain broad phases 

in the movement of industrial disputes in the state. An analysis of inter state 

differences in the intensity and nature of disputes during these phases is also 

allcmpted in this chapter. 

The first section explains the theoretical base and the methodology followed 

in this chapter. In the second section, the trends in industrial disputes in Ker­

ala over a period of thirty years from 1963 to 1993 is taken up. A state-wise 

comparison of various indices of industrial disputes is also attempted to find out 

the comparative intensity and the nature of disputes in Kerala and to locate its 

position in the industrial dispute map of India. In the third section, we have 

analysed the industry-wise distribution of mandays lost ratio in Kerala's factory 

sector in the past four decades. We condude the chapter with a model to explain 

the trends in industrial disputes in Kerala. 

IV.2 Theoretical base and methodology 

One major approach towards industrial disputes relates the pattern and trends 

in industrial disputes to the broad phases of industrial development in an area. 

It has been held that the nature of labour protest undergoes drastic changes in 

the course of industrialisation and that it is possible to distinguish the character 

of workers' protest in the early and later stages of industrialisation. I Another 
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important approach to strike activity is the organisational political model which 

says that though the breaking up of traditional culture creates discontent among 

workers, the collective organisation of labour is a vital factor in labour protest.2 

There are other studies that have examined the cyclical fluctuations in the dis­

pute pattern and they have shown that there exists a direct association between 

strikes and economic fluctuations. 3 In the section that follows, we shall be mak­

ing tentative attempts to relate the industrial disputes in Kerala to certain impor­

tant economic variables such as changes in industrial production and the rate of 

inflation. 

Because of the non-availability of data regarding strikes and lockout in Ker­

ala seperately for the period 1963-'93, we had to take for our analysis the aggre­

gate data for strikes and lockouts. The three indicators of industrial disputes, 

namely number of disputes, workers involved, and mandays lost represent three 

dimensions of industrial disputes. These three indicators in their absolute form 

can be misleading. Hence, the different indicators of industrial disputes in a 

given year are standardised by average number of workers daily employed in 

the year. 

The number of mandays lost from disputes have been standardised as per­

centage of total mandays scheduled to work. The total mandays scheduled to 

work is obtained by multiplying the average number of workers daily employed 

with 300 (300 is assumed to he the normal availahle days of work in a year). 

The indicator thus obtained is called 'Days lost Ratio,.4 As a second indicator, 
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'Disputes frequency Ratio' has been calculated by dividing number of disputes 

by the total number of workers. The third indicator is the 'Workers' Involvement 

Ratio". This is the percentage of total number of workers involved in dispute 

to total number of workers employed. 'Mean Size of disputes' is the fourth 

indicator and it represents the number of workers involved per dispute. Finally, 

we shall also be examining the average duration of disputes. Here the average 

duration is defined as the number of days lost per worker involved in strikes. 

IV.3 Trends in industrial disputes between 1963-'93 - A state­
wise comparison 

An examination of inter regional variation in industrial disputes assumes special 

significance in the light of the contemporary debates on the inter-relationship 

between industrial growth and incidence of labour disputes. The industrial 

backwardness of Kerala and industrial decline of West Bengal have often been 

attributed to the deterioration of the industrial relations in these states. 

Our analysis of the trends of industrial disputes starts with a look at the 

difference in the percentage share in mandays lost in various states due to labour 

disputes during the last three decades. Table 4.1 shows that on an average the 

three states, West Bengal, Kerala and Maharashtra account for nearly 75 per 

cent of the total mamlays lost in India now. The percentage share of malldays' 

lost by itself is not meaningful unless it is related to mandays of employment in 

each of the state. It is seen from the table that West Bengal has a much higher 

share of mandays lost than its share in employment. But its share of mandays 
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lost has been registering a continuous fall between the three time points of our 

analysis. Maharashtra also accounted for a higher share of days lost but its 

share of employment has found to he increasing. Kerala presented a contrasting 

picture. In Kerala, the ratio of mandays lost to employment has been increasing 

throughout the period of analysis except eighties. Here it is worth while to note 

that its share of days lost has been increasing while its share of employment has 

been decreasing during the period 1963 to 1993. 

Table4.1 
Percentage share in Employmcnt and Mandays lost by Slales 

Stales 
Employment Days lost 

63-72 73-K2 HVn ()3-72 73-H2 

Maharastra 13'<)2 14.72 16.98 8.85 17.48 

West Bengal 12.14 I 1.40 10.92 47.93 42.29 

Ultar Pradcsh 9.lJK IO.6H I O.lJ I 4.12 3.92 

Tamil Nadu 7.29 8.78 8.86 6.85 7.97 

Bihar 6.12 7.35 7.12 5.2H 3.62 

Andhra I'radcsh 5.27 ().K() 7.5:' 3.05 2.lJ4 

Gujarat 4.9H 6.20 7.39 2.26 2.75 

Madhya Pradesh 4.61 6.78 7.04 2.89 1.98 

Karnataka 4.23 5.92 6.H5 2.3H 3.29 

Kerala 4.91 4.50 4.13 10.59 12.21 

Rajasthan 2.81 3.4H 3.65 1.12 0.69 

Punjab 2.28 3.85 4.2H 1.34 0.92 

Orissa 2.01 2.lJ I 3.23 0.6 I 0.72 

Hariyana 1.24 2.32 2.79 1.72 0.65 

Source: Indian Labour Ycar Book - Rclcvanl issues, 

Indian Employment Rivew - Relevant isslIcs 

HV)) 

21.72 

37.89 

3.05 

5.76 

3.81 

3.21 

4.09 

1.26 

2.69 

13.55 

1.32 

0.81 

2.25 

0.56 

The ratio of workers involved in disputes to total employment in the leading 

states of India unfolds a clearer picture of the intensity of industrial disputes 
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existing in the different areas of the country. The data presented in Tahle 4.2 

show that about 60 per cent of the proportion of workers in disputes to total 

ClllploYlllcllt ill IlIdia is with thc thrcc stales lIalllcly Wesl UCllgal, Kcrala alll! 

Maharashtra. Among the states, Kerala and West Bengal were occupying the 

top positions during the period 1960 to 1993. It is seen that the high ratio of 

Kerala till the beginning of seventies seems to be repeated in nineties. 

Table 4.2 

Proportion of Workers in Disputes to total Employment in States 

Stale 1960 1965 11}70 11}73 1975 19RO II}R5 191}0 11}1}3 1960-1}3 

Average 

(all the year) 

Wesl Bengal l) .1 6.7 12.5 25.H 16.7 14.3 24.5 21.H 20.52 16.HH 
Kerala 39.1} 25.2 11.4 20.7 3.1 H.I 22.1 13.6 IR.41 IS.05 
Maharastra I R.5 17.3 14.5 IH.H 5.3 !U 7.2 9.4 14.91 12.68 
Tamil NaJu 14.7 - 10.5 1}.7 8.4 13.9 8.9 9.R R.32 9.35 
Karnalaka 5.5 9.3 6.5 5.7 2.7 5.9 4.S 6.2 5.90 5.83 
Uttar Pradesh 2.7 2.R 5.6 4.9 2.5 6.4 3.7 3.1 2.8 3.84 
(iujaral .6 .9 2.5 4.5 1.4 4.9 4.9 5.3 4.R2 3.24 
Bihar .4 .3 .5 1.1 .4 1.25 1.11 1.13 1.25 0.82 
Andhra Pradesh .7 .4 .7 1.6 .5 1.71 1.81 1.72 1.98 1.23 
Madhya Pradesh .8 .9 1.1 1.3 .3 1.02 1.12 1.05 1.35 0.99 
Rajasthan 1.2 .8 .9 1.2 .7 I.R5 1.94 1.81 1.41 1.31 
Punjab .35 .41 .6 .8 .4 1.21 1.12 1.03 .89 0.75 
Orissa .29 .21 .3 .2 .1 .89 1.22 1.13 1.72 0.67 
Hariyana .12 .1 .2 .1 .1 .62 .89 .48 .35 0.32 
All ....... 8.00 6.4 10.5 13.5 5.8 7.4 7.6 6.4 6. t 7.96 

Source: Based on dala from ILYB and Employmel1l Review 

The aggregate trend in the ratio of days lost to total mandays scheduled to 

work in Kerala for the period 1963 to 1993 is prcsented in Table 4.3. It can be 

seen from the Tahle that the ratio has heen higher during 1963 and reached the 
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maximum (1.86 per cent) in 1973. But the ratio declined dramatically during 

the emergency year. After the withdrawal of emergency in 1977, the ratio once 

again went lip. The trend was disrupted in the late seventies and early eighties 

when there had been a deceleration in the indicator. This phase of stagnation 

came to a halt by 19H3 when the ratio began moving up further steeply. These 

three phases in the mandays lost ratio is presented in Graph 4.1. 

Graph 4.1 Days Lost Ratio 1963-93 
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Tahle 4.3 

Different Measures of disputes - Kerala 

Year 
lJays lost Frequent:yof Workers Mean Average 

Ratio Disputes Involvement Size Duration 

1%3 1.22 30.72 20.21 H05 2R 

11)65 1.71 33.05 I H.51) H2O 23 

1%7 .H4 25.42' 19.0H 7R9 24 

1969 .H9 20.10 16.53 H31 IR 

1971 .R7 16.93 14.HI 740 17 

1973 1.86 35.57 24.56 H93 31 

1975 .35 13.05 14.07 676 17 

1977 .59 18.8R 16.31 718 21 

1979 .47 16.29 IR.19 76R 21 

19HI .29 12.H4 12.65 773 21.5 

19R3 .58 12.91 19.09 5RO 22 

19H5 .60 17.74 17.66 667 22.9 

1987 .65 18.07 14.02 781 23 

19R9 .53 18.73 IR.22 726 23.H 

1991 '()H 19.19 2().37 73() 24 

1993 .H4 23.43 21.H9 796 26 

Source Indian Labour Statistics - relevant issues and 

Labour Department; Government of Kerala, Trivandrum 
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A similar trend may be found in the case of other variables viz., dispute 

frequency, workers involvement ratio, mean size and the average duration of 

disputes also. The ratio of dispute frequency is given in col: 3 of Table 3. After 

the initial rise in 1965, the indicator increased from 16.93 in 1971 to 35.57 in 

1973. This rising phase was followed by a relatively brief phase from 1975 to 

1983 when it tended to stagnate. The ratio has been rising especially from 1985 

on wards (Graph 4.2). Column 4 of the table shows the trend in the percentage 

of workers involved in industrial disputes to total workers. The ratio increased 
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from 20% to 24.5% during 1963 to 1973. However, during the period 1975 to 

1983, no specific trend could be discerned in the indicator. 

Graph 4.2 Dispute Frequency Ratio 1963-93 
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After a decline during 1984 to 1987, its started rising (Sec Graph 4.3). Now, 

with regard to Mean size and average duration also, more or less similar trends 

may be observed (Graphs 4.4). It can be seen that both the indicators were 

rising during the phase 1963-'73 and have peaked in the year 1973. But unlike 

the other indicators, the average duration of disputes has followed a gradual 

increase from 1977 till 1993 (Graph 4.5). 



Graph 4.3 Workers Involvement Ratio 1963-93 
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Graph 4.4 Mean Size 01' Disputes Ratio 1963-93 
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The foregoing analysis of the various indices of industrial disputes shows 

that there existed three distinct phases in the growth of industrial disputes in 

Kerala during the period 1963-'93. The first phase was an upward one during 

1963 to 1973 and the second one was a downward phase from 1975 to 1985. 

But during the period 1985 to 1993, the incidence of industrial disputes again 

increased. All the measures of disputes moved in close sympathy with one 

another. The year 1973 is noted as the peak year representing the maximum of 

all the five ratios of industrial disputes analysed. 
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IV.4 Distribution of Industrial Disputes across industries in 
Kerala 

An industry-wise distribution of disputes in Kerala will enable us to arrive at 

a clearer understanding of the nature and magnitude of the labour problems in 

various industries in the state. An analysis of the mandays lost ratio in the fac-

tory sector of Kerala covering the major industries (two digit) over a period of 30 

years from 1963 to 1993 is made in Table 4.4. The data show that the majority of 

industries like Food products, Textile Products, Wood and wood products, paper 

products, rubber and plastics, Basic Metal and alloy were keeping high average 

lIIalH.lays lost ratio during 1963-' 11)93. AllIong these, Ruhher and plastics was 

keeping the top position. 
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Table 4.4 
Mandays lost ratio in Kerala (Factory sector) 

Industry Code 1963-69 1970-77 1978-84 1985-93 1963-93 

20-21 Food products 1.21 1.68 1.04 1.32 1.32 

22 Beverages .35 .62 .11 .06 .08 

23 Cotton textiles manufacturing .H4 1.31 .70 .1)3 1.01 

26 Textile products 1.0 I 1.43 .84 .98 .85 

27 Wood & wood products .98 1.22 .91 1.45 1.50 

2H Paper & paper producls .53 2.(12 .lll .HO 1.68 

29-30 Rubber, plastic and coal products 5.71 6.29 2.78 3.35 5.02 

31 Chemical and clinical products .42 1.45 .54 .74 .95 

32 Non-metalic mineral products .85 1.49 .36 .74 .92 

33 Basic metal & alloy products .25 2.09 .62 1.02 1.28 

34 Metal products .58 .71) .28 1.19 .56 

35 Machinery & tools .1)8 .68 .30 .17 .39 

36 Electrical machinery 1.10 I.H2 .33 1.02 .1)8 

37 Transport equipments .68 1.29 .52 .32 .87 

38 Other manufactures 1.18 1.79 1.35 1.35 1.49 

42 Water & supply .4H JIl) .32 .32 .38 

97 Repairs .52 .71 .29 .29 .40 

Source: Indian Labour Year Book, The Labour Department of Kerala, Trivandrum. 

Breaking the period of analysis into four, it may be seen that during 1970-

'77, almost all industries were showing very high incidence of disputes. But 

the period 1978-'84 is noted for low ratio with all industries. Again from 1985 

onwards, the ratio has gathered momentum in the case of majority of industries. 

Among the different industries, Beverages, Machine Tools, Water supply and 

Repairs were witnessing very low disputes throughout the period of analysis. 

Ilcre it may he ohserved that Kerala's factory sector witnessed very high 

intensity of industrial disputes during the first half of the seventies. This may 
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be identified as the reason for the first kinks (explained in Chapter 11) noted in 

the case of the industrial production of Kerala. After a break in its momentum 

during 1978-' 84, the mandays lost ratio with regard to majority of industries 

has again started increasing from 1985 onwards. 

An analysis of industry-wise distribution of mandays lost in Kerala's sample 

sector helps us to understand the incidence of disputes in the small scale sector 

of Kerala during the past few decades· [Table 4.5]. Among the various industries, 

the small scale manufacturing units bear the brunt of the total mandays lost in 

Kerala. It varies from 35% in 1965 to 49% in 1993. The high incidence of dis­

putes during the mid seventies in Kerala is also renected in the data regarding 

mandays lost in small industries (62% in 1974). A special feature of the indus­

trial disputes in Kerala during the past decades is the high intensity of disputes 

with the head load workers. The percentage of mandays lost with head load 

workers has increased form 5.9 in 1965 to 36 in 1993. The other industries like 

Plantations, Road Transport, Shops and Hotels have experienced only moderate 

increases in mandays lost. On the whole, it may be seen that with regard to 

the sample sector, small scale manufacturing units and head load workers were 

highly prone to disputes in Kcrala during the past four decades. 
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Table 4.5 
Imlustry-wise list of mandays lost in Kerala (Sample sector) 

(percentages) 

1965 1970 1974 1980 1985 1990 1993 

Manufacturing Industry 34.9 43.8 61.7 40.9 41.2 41.5 48.7 

Plantations 28.7 - .9 .4 2.6 1.I .3 

Road Transport 6.4 12.6 11.1 10 6.98 18.5 10.7 

Shops & Hotels 12.7 8.6 3.5 12.5 16 4.2 2.3 

Head load workers 5.9 18.3 20.6 28.9 28.7 30.7 35.6 

Miscellaneous 11.4 16.7 2.2 7.3 4.43 4 2.4 

Total 100 100 100 100 100 lOO lOO 

Source: Labour Department - Government of Kerala, Trivandrum. 

Table 4.6 gives a comparative picture of reasons for work stoppages in Ker-

ala and All India in selected years. At the national level, the importance of 

wages and allowances is coming down while that of Bonus is rising over time. 

lndiscipline and violence as a reason of work stoppage is generally losing its 

significance at all India level. No marked change in other reasons such as per-

sonnel and retrelldullcllt call bc obscrvcd. Kcntla, 011 thc uthcr halld, presents a 

different picture with a gradual increase in many reasons responsible for work 

stoppages during the period 1960 to 1993. Reasons like wages and allowance 

and indiscipline are noted as the main causes of work stoppages in Kerala. Indis-

cipline, violence and others as the chief reason for work stoppage have been 

acquiring special significance through out the period. It reached the peak level 

in 1973-'74, showed a slight fall in the beginning of eighties and then started 

again to increase with the beginning of nineties. 



Table 4.6 
Reasons for work stoppages - All India & Kerala 

(pcn;cnlages) 

1960 11)65 11)70 11)74 11)80 11)85 11)1)0 1993 

Wages and Allowances K 23.5 30.8 31).1) 32.54 46.6 31.35 30.4 32.8 

I 37.2 33.S 37.1 32 26.1) 26.6 28.5 30.7 

Bonus K 31.6 26.S IS.9 9.21 7.76 19.10 II.S 12.6 

I 10.S 9.9 10.6 8 6.9 17.7 18.2 20 

Personnel K 4.8 3.1 - 3.52 11).12 26.2 28.6 22.3 

I 22 24.1 20.9 22 11).6 23.2 28.S 20.7 

Retrenchment K - 1.8 .4 3.85 3.88 - 4.2 3.6 

J 2.6 3.2 4.7 7.8 3.4 2.6 2.8 7.9 

Indiscipline, K 40.1 37.8 43.8 50.88 22.64 23.35 2S.3 26.7 

violence, others I 28.1 21).3 28.7 30.2 43.10 21).1) 22.0 20.7 

Total K 100 100 100 100 100 lOO 100 100 

I lOO lOO lOO 100 lOO lOO lOO lOO 
---

K - Kentla 1- India 

Source: Indian Labour Year Book, Statistics for Planning, Government of Kerala, 

Director of Economics & Statistics, Kerala. 
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IV.S Explanatory model showing the trends in industrial dis­
putes in Kerala 

Statistical studies indicate that institutional and econolllic variables influence 

industrial conflicts. Past researchers on the subject developed formal statistical 

lIIodels to explain the trends in and deterlllinants or illdustrial conllicts.() In the 

Indian context too, such analysis of the data have been attempted.7 However, no 

systematic efforts have been made to bring together the information on industrial 

conflicts and their explanatory power in the context of Kerala, especially in a 



93 

long term perspective. Hence, in this section, an attempt is made in identifying 

the economic and non-economic variables explaining the trends in industrial 

disputes in Kerala covering the period from 1963 to 1993. 

The attempted model emphasises the role of both economic and institu-

tional variables which influence the industrial conflict. The economic variables 

include growth in economic activity, wage rates, and rates of inflation. The 

institutional variables consist of the number of trade unions registered and union 

membership. All the three indicators of industrial disputes namely, number of 

disputes, workers involved, and mandays lost have been used separately in the 

model. The data on conflicts, covering the entire factory sector of Kerala, have 

been taken from Indian Labour Statistics and state Labour Department. The 

data relating to the other economic variables are provided by Annual Survey of 

Industries. We have worked out the model separately for three time points viz; 

1963-'93, 1963-'75, and 1976-'93. 

where, S = Number of disputes, workers involved, and 
mandays lost 

CPI = Cost of living index (consumer price index) 
W = Average Wages (Industry) 
V = Average Value added (industry) 
E = Industrial Employment 
T = Trade Unions registered 
It = Trade Union membership, 
a = Constant, and 
p = regression coefflcierit 
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In the proposed lJlodel, it is expected that sOlJle or the variables will have 

positive impact on industrial conflict while others should exert negative influ-

cncc. For instancc, the CPI is expected to have a positive impact since rising 

prices erode real wages and tend to increase connict. The money wages are 

expected to have negative relationship. Similarly the increase in number of trade 

unions registered and union membership may have positive influence. 

The regression results are presented below: 

1963-1975 

I. Disputes 

D - -2.75 + 1.11 CPl** 0.11 W** + 0.33V 
(2.77) ( -2.57) ( 1.97) 

+ .OO5IE + .051T + 1.08H* 
( 1.75) (1.04 ) (3.93) 

R2 = 0.92, F = 2.08, DW = 2.05 

2. Workers Involved 

W - 1.36 + 0.01 RePI** - 0.OO5W** + .0003V 
(2.55) (-2.t)1) (0.79) 

+ .2796E + .0015T + .004H** 
(0.62) (0.95) (2.94) 

R2 = 0.R3, F = 14.60, DW = 2.11 

3. Mandays lost 

ML - 13.36 + 0.049CPI** - .OO8W** + .005V*** 
(2.65) ( -2.R2) ( 1.95) 

+ .0OOOIE + .on 12T*** + .039H* 
(.It)) (2.15) (3.87) 

R2 = 0.77, F = 8.45, DW=2.09 



1976-1993 

4. Disputes 

D = 14.85 + 0.821CPI** 
(2.71) 

+ 0.0075E 
(1.01) 

R2 = 0.43, 

5. Workers involved 

- 0.20 I W*** + 
( -1.97) 

+ 0.035T + 
( 1.30) 

F = 9.81, 

W = -8.42 + 0.043CPI*** + 
( 1.89) 

0.003V 
( 1.23) 

O.049H** 
(2.53) 

DW= 1.98 

0.045V 
( 1.06) 

+ 0.009E + 
(0.94) 

R2 = 0.36, 

0.740W + 
(.09) 

.007IT + .0081 H*** 
( 1.98) 

DW = 2.01 
( 1.90) 

F = 6.09, 

6. Mandays lost 

ML = 29.53 + .941CPI** 
(2.49) 

- .029W*** + 
( - I.lJlJ) 

.055'1' + 
(0.81 ) 

+ .0041 E*** + 
(2.06 ) 

R2 = 0.29, 

1963-93 

7. Disputes 

D = 125.66 + 0.42CPI** -
(2.36) 

8. Workers involved 

+ .0003E + 
( 1.17) 

R2 = 0.72, 

w = 1.58 + .0051 CPI** -
(2.61 ) 

+ .0017E*** 
( 1.02) 

R2 = 0.57, 

F = R.RS, 

O.05W** + 
(-2.13) 
O.O(d' + 
(1..51) 

F= 17.92, 

.0041W + 
( .47) 
.215'1' + 

( -1.48) 
F= 11.55, 

.021V 
(.OSI) 

.053H** 
(2.46) 

DW = 2.14 

.02V 
(.27) 

1.03H** 
(2.96) 

DW = 1.97 

.0002V 
( .19) 

.91 H** 
(2.17) 

DW = 2.17 

95 
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9. Mandays lost 

ML - 4.18 + .091CPI* .005W * ** + .OO3V 
(2.93) ( -2.27) ( 1.54) 

+ .000IE*" .00051' + .1005H*'" 
(.04) (.36) (2.25) 

R2 = 0.67, F = 28.9, DW=2.24 

(t - values in parenthesis) 

Significance: *at 1 %, ** at 5%, *** at 10% 

The regression results for the period 1963-'93 suggest that the only vari-

abies which influenced industrial conllicts in Kerala were consumer price index, 

wages and trade union membership. The importance of the latter two variables 

ditlerred during the three time periods. They also varied depending on how the 

dependent variable is measured. 

IV.6 Conclusion 

In this chapter, we have made an attempt to portray the trend in industrial dis-

putes in Kerala during the past four decades. Analysing the period 1963-'93, it 

is seen that Kerala occupies a top position along with West Bengal in the indus-

trial disputes map of India. It is observed that Kerala has been showing high 

intensity of disputes throughout the period of analysis except for early eighties. 

All the indices of industrial disputes like mandays lost ratio, dispute frequency 

ratio, workers involvement ratio, mean size and the average duration show that 

Kerala's industrial sector has been highly prone to cOllllicts with the exception 

of the 1980-'85 period. 
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In the explanatory model, the significant determining factors of industrial 

disputes in Kerala are found to be industrial wages and trade union movement. 
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V.1 Introduction 

For long, economists have been debating the effects of unionisation of work­

men and collective bargaining, on the efficiency of business enterprises. I Since 

labour is the most important productive factor and trade union activity is the 

most powerful influence on labour, their roles in deciding the shape of indus­

trialisation cannot be over emphasised. However to specify the relationship 

between industrial growth and the nature of trade union activities is not an easy 

task. In this chapter we propose to make an empirical testing of the 'labour cost 

hypothesis'2 to understand, if region specific factors, like high wages and the 

nature of trade union activities can serve as a framework for explaining the low 

industrial development of Kerala. 

For operational convenience, we split up the 'labour cost hypothesis' into 

two; 'wage-cost hypothesis' and 'psychic-cost hypothesis'. The wage cost hypoth­

esis can be examined by comparing the trend in industrial wages and its rela­

tionship with lahour productivity in Kerala. relative to all India. An analysis 

of the share of wages in the value added is considered to be very relevant here 

because wage is believed to be the prime issue around which struggles develop 

and relative wages is one of the major considerations before employers make 

decisions on location of industrial units. 

In the succeeding sections of this chapter, we will be analysing the available 

evidences relating to trade union activities and industrial growth of the state; 

first, with the help of industry level data of small scale industries and second, 
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by using firm level data. As mentioned earlier, the data for the macro analysis 

is computed from the Annual Survey of Industries, (ASI) data for Factory and 

Census Sectors. The analysis falls into two sections. The first analysis consists 

of a comparative picture of wages and wage share in the value added in the small 

scale industrial sector of Kerala with that of all India. The next section shows 

the impact of trade union activities through their effect on industrial wages. 

V.2 Industry-wise Analysis 

V.2.0.1 Wages and Labour Productivity 

We begin this section with the basic assumption that if militancy of labour is 

a specific feature of trade unionism in Kerala, the wage rate and wage share 

would be pushed up to a level unmatched with productivity increases and hence 

divergent to the national pattern. Then, the region would be unfavourable to 

industrial location. An examination of the wage-productivity relationship in 

Kerala's industrial sector relative to all India and some industrially advanced 

states is attempted below. In Table 5.1, the data on wages and labour productiv-

ity arc presented for the years I !J70-'71 to I !JK5-' K(). It is seen that the average 

wage in Kerala has been ahead of the all India average through out the period. In 

1985-' 86, the average annual wage in the SSl sector in Kerala stood at Rs.548~ 

where as it was only Rs.4772 at the national level. Coming to value added per 

worker, the trend is just the opposite. Though during the early seventies, value 

added per worker in Kerala was ahead of the all Imlia position, from 1973-'74 
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onwards, it was lagging behind the all India average. Thus it is arguable that 

Kerala's small scale sector is characterised by lower labour productivity with 

higher wages as compared to all India. This trend may be understood more 

clearly by observing the share of wages in the value added in the small scale 

sector (Table 5.2). The share of wages in the value added in Kerala has been 

above the national average except in 1970-'71. 

Table 5.1 
Trends in wages and labour productivity in Kerala's SSI sector (in Rs.) 

Kerala India 

Year Wages per Value added Wages per Value added 

worker per worker worker per worker 

1970-71 1315 6213 1313 4783 

71-72 1492 5735 1365 5348 

73-74 1763 5679 1670 5977 
74-75 1l)05 5525 180l) 6266 

75-76 2217 5842 2021 6649 

76-77 2147 7624 2123 8254 

77-7'1'. 2474 8017 21lJ2 Y045 

78-79 2805 8463 2588 9756 

79-80 3354 9824 2l)54 1(471) 

HO-H I %H4 10079 1291 11401 
81-82 4202 I060l) 3534 11542 

82-83 4528 12034 3Y90 1406l) 

83-84 483l) 1271)7 4370 15486 
84-H5 5195 13292 4()40 16385 

85-86 5482 14141 4772 1 760Y 

Source: Based on ASI data for factory sector and census sector 

2. • \" ", 
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Table 5.2 
Share of wages in the value added in SSI sector (in %) 

Year Kerala India 

1970-71 21.16 27.46 

71-72 26.01 25.52 

73-74 37.67 27.1)4 

74-75 39.47 28.87 

75-76 39.94 30.39 

76-77 28.16 25.72 

77-78 30.85 24.23 

78-79 33.14 26.52 

71)-XO 34.14 2('.52 

HO-81 36.55 28.H6 

81-82 39.60 30.61 

82-83 37.62 28.36 

83-84 37.90 2H.21 

84-85 38.08 28.32 

85-86 31).76 27.(1) 

Source: opcit. 

In order to project the deviation in Kerala's position with regard to wages and 

value added per worker from the all India position. the relative change in both 

are calculated by keeping 1970-'71 as the base year. lL may be noted from Table 

5.3 that when compared to all India, the deviations in wages, especially during 

the second half of the seventies and the first half of eighties were substantial. 

The wages increased at a higher rate in Kerala, than in India as a whole. With 

regard to value added per worker, Kerala always lagged behind all India. 



Table 5.3 
Relative change in wages and value added per worker (SSI sector) 

(Base - 1970-71 = 100) 

Wages Value added per worker 

Year Kerala India Kerala India 

1970-71 100.00 100.00 100.00 100.00 

71-72 113.46 103.96 92.30 111.80 

73-74 134'<)6 127.18 75.30 124.96 

74-75 IM.8(, IJ7.77 88.!J2 1.\ I .00 

75-76 188.59 153.Y2 1)4.02 131).01 

76-77 163.26 161.69 122.70 172.56 

77-78 188.13 166.1)4 121)'<)( 189.10 

7H-71) 213.30 11)7.10 136.21 203.97 

79-80 255.05 244.98 15lU2 219.08 

80-8 I 280.15 250.64 162.22 238.40 

81-82 319.54 269.15 170.75 241.31 

82-83 344.33 303.88 11)3.69 21)4.14 

83-84 367.98 332.82 205.48 323.77 

84-85 395.05 353.38 213.93 342.56 

85-86 416.88 363.44 227.60 368.15 

Source: Computed from ASI data 
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In this context, we may compare the position of Kerala, with that of other 

leading states of India (see Table 5.4). The average wage ranged between Rs.991 

in Bihar and Rs.1953 in Punjab in 1970-'71. Over lime, wages went up in all 

States. But the rate of increase was higher in Maharashtra, Punjab, Haryana, 

West Bengal and in Kerala till 1974-'75. The rising trend in wages continued 

in the case of all States. During 1985-' 86, Maharashtr~ held the first position 

in keeping the highest average wage followed by Punjab and Kerala. But COffi-

paring the percentage increase of wages over years, it is seen that Kerala is next 
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lu Maharashtra. Coming to value added per worker, all the states except A. P, 

Kerala, Orissa and M. P., noted steady increases. Here also Maharashtra ranked 

first. In Kerala, both wages and value added were rising. But wage has shown 

a speedier rise. Looking at the percentage increase in wages and value added, 

while Kerala showed 316 per cent increase in wages, it had witnessed only 127 

per cent increase in value added in the small scale sector during 1970-'71 to 

1985-'86. 
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V.2.0.2 Some technical coefficients across states 

An analysis of some technical coefficients of all industries taken together in the 

small scale sector across states reveals certain interesting features. [Table 5.5]. 

In terms of value added per employee, Kerala is way behind many other states. 

Its rank is only 12. Among the major States, however, Kerala ranks high in terms 

of wages per employee as also wages per value added. Capital productivity is 

also lower in Kerala. 

Table 5.5 
Some technical coefficients in major states (SSI sector) - 1985 - '86 

Fixed Capital Net value added Emoluments Emoluments / 
ECN.added 

Stages per employet: per employee per employee V. addt:d 

Rs. Rank Rs. Rank Rs. Rank Ratio Rank Ratio Rank 

Andhra Pradesh 550l) 15 4743 15 6173 4 0.16 4 1.30 I 

Assam 11512 9 15937 6 4621 11 0.72 9 0.29 12 

Assam 12155 X 22913 I 5240 X 0.53 15 0.22 15 

Gujarat 15133 4 19636 3 5099 10 0.77 6 0.25 14 
Haryana 145(15 (1 11)013 4 5371) (, 0.76 7 O.2X 13 

Karnataka 14262 7 14765 X 5241 7 0.96 5 0.35 6 

Kerala 9074 12 12041 12 6477 3 0.75 8 0.53 2 
Madhya I'radesh (112K 14 11411 Il 3534 15 0.53 14 (UO 10 

Maharastra 14614 5 23182 2 7l)64 1 0.63 11 0.34 8 

Orissa 8074 13 12796 10 3!U2 14 0.63 12 0.29 11 

Punjab 10783 10 17656 5 6098 5 0.61 13 0.34 9 

Rajasthan 19958 I 12149 11 4539 13 1.64 I 0.37 5 

Tamil Nadu 18305 2 99l)5 14 5105 l) Ul) 2 0.51 3 

Uttar Pradesh 16028 3 13032 9 4613 12 1.22 3 0.35 7 

West Bengal 9915 12 15102 7 6507 2 0.65 10 0.43 4 

All India 11939 - I 45l)8 - 5X41 - 0.81 - 0.40 -

Source: Based on AS! data for factory and censlIs sectors in 19X5-86 

Generally, we find a positive correspondence between wages and labour pro-
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ductivity in an industrially developed region. Maharashtra appears to be satis­

fYing this condition. Among the industrially advanced states, only West Bengal 

presents a complex situation of high wages coexisting with lower labour pro­

ductivity. 

V.2.0.3 The Share of Labour Cost 

Table 5.6 presents an analysis of inter-state variations of cost structure in the 

small scale sector. The table indicates that Kerala is a region which accounts 

for very high labour cost. In the year 1985-' 86, Kerala ranked top next only to 

Andhra Pradesh in the share of labour cost. The supplementary emoluments too 

had been high in Kerala. This accounts for the lower than national average share 

of profits of small scale units in Kerala. The profitability of capital in.Ksllilla too 

had ~een low. The cost figures also show that the share of material costs was 

64.75% of the total cost. 



Table 5.6 
Industrial cost' structure in SSI sector of 1I1<~or states - 1985-86 

Stages 

Andhra Pradesh 

Assam 

Assam 

Gujarat 

Haryana 

Karnataka 

Kerala 

Madhya Pradesh 

Maharastra 

Orissa 

Punjah 

Rajasthan 

Tamil Nadu 

Uttar Pradesh 

West Bengal 

All India 

Materials Other Emolu-
Supple: 

Fuel I emolu- Rent Interest consumed inputs ments 
ments --

I 2 3 4 5 () 7 

2.95 66.64 8.10 14.75 .25 .40 2.72 
4.10 61.43 14.10 5.39 .29 .19 2.69 
2.95 MJ.2lJ IH.75 6.75 .20 .IH 1.51 
4.25 68.33 14.21 5.56 .39 .30 3.10 
4.15 69.15 13.55 6.75 .47 .27 3.21 
3.99 61.41 16.85 6.95 .57 .59 3.51 
2.95 M.7i 14.62 9.55 .92 .31 2.89 

-~.---. 

3.28 57.86 22.tl5 6.79 
-

.71 .49 3.06 
4.45 53.95 22.85 7.92 .H7 .57 2.99 
2.75 71.17 16.22 5.65 .31 .27 2.41 
4.11 60.55 21.78 4.95 .22 .29 2.36 
4.72 74.S7 l) .lJ7 4.12 .:'1 .22 2.95 
4.02 60.6H 19.06 (1.92 .(17 .46 3.19 
5.18 64.21 16.15 6.78 .39 .29 3.65 
5.10 6S.lJ7 13.92 7.IS .HI .59 2.53 
3.1)2 (IS. IS IS.70 (1.IH AlJ .19 2.9S 

Source: Based on AS) data for factory and census sectors 
(' Cost is calculated as % of value of output) 

V.2.0.4 Industry-wise Structural Ratios 
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Depre 
Profit 

ciation 

H lJ 

1.30 2.89 

1.92 9.89 

1.81 7.56 

1.68 2.18 

1.35 1.10 

2.18 3.95 

1.71 2.30 

1.65 4.11 

1.42 4.98 

1.22 -8.2 

1.89 3.85 

2.20 2.92 

2.16 2.H4 

1.28 2.07 

1.95 1.98 

1.68 2.H7 

The discussion on wage cost hypothesis will not be complete without looking at 

the problem industry-wise. Table 5.7, gives some structural ratios of industries 

(2 digit NIC) in the small scale sector for Kerala and all India. The capital-

labour (fixed capital per employee) rat.io shows that industrial system in Kerala 

~ 
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is duminated by less capital intensive industries compared tu all India and this 

accounts partly for the low labour productivity of Kerala. It may also be seen 

that all the industries in Kerala's small scale sector except chemical, repairs and 

other manufactures are noted for higher wages than similar industries at national 

level. Similarly, the ratio of emoluments to net value added in all the industries 

groups in Kerala except chemical, water supply, repairs and other manufactures 

is found to be higher. 
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Table 5.7 
Structural ratios in industries for small scale sector 

Kerala and India (I 9H5-H6) 

Industry code ECI N.V m.lded Emolumentsl 
Employee Employee Employee 

I 2 3 4 
-

Food products K I 224lJ 147HO 4%0 
I 10236 10539 4592 

Beverages and K 1227 6586 6706 
tobacco products I 1668 69H2 5774 
Manufacturing of K 31% I090l) 43l)H 
cotton textiles I 8587 10076 4140 
Textile products K 7286 14573 7511 

I 9554 23383 6550 
Wood & wood K H274 H705 5014 
products I 7697 19205 4571 
Paper and paper K 1350H 9677 7822 
products I 20444 19173 5441 
Rubbcr, plastic K 25209 23497 6703 
& coal products I 14712 15090 4854 
Chemical & K 15322 23452 5253 
chemical products I 26717 25456 7628 
Non-mctalic K 6HIH IOH44 7792 
mineral products 1 7351 7447 4469 
Basic metal & K 19923 7407 10217 
alloy 1 20334 20427 6114 
Metal products K 130H3 H416 6324 

I 13423 17169 4754 
Machinery & tools K 18565 13597 11619 

I 15952 IH541 7019 
Electrial machinery K 420HH 140H2 9810 

I I'JH'J? 21-111 (1')')1 

Transport cquiplllcn\s K lJ .N2 I ')HHlJ l)574 
& parts 1 17125 IH709 7H29 
Other manufactures K 5397 36507 6507 

1 16471 27665 9565 
Water supply K 4023H 23571 12142 

I 5H502 21625 130X3 
Repails K 9H29 5H26 8634 

I 1211H 26H71 11542 
All Industries K 9074 12041 6477 

I 11909 1459H 5841 

K - Kerala I - India 

ECIN.V 
added ratio 

5 

.82 

.97 

.18 

.23 

.29 

.85 

.50 

.40 

.95 

.40 
\.39 
1'()6 
1.07 
.97 
.65 

1.04 
.62 
.98 

1.84 
.99 

1.53 
.78 

1.37 
.86 

2.98 
.92 
.47 
.91 
.14 
.59 

1.70 
2.70 

.66 

.45 

.75 

.81 

Source: Calculation based on ASI factory sector and ASI census sector 

III 

Emoluments I 
N. V added ratio 

6 

.33 

.30 
1.01 
.82 
.40 
.32 
.51 
.28 
.57 
.23 
.80 
.28 
.28 
.22 
.22 
.29 
.71 
.60 

\.37 
.29 
.74 
.27 
.87 
.37 
.69 
.10 
.HJ 
.41 
.45 
.54 
.51 
.7H 
.64 
.75 
.53 V-J 
.40 

A summary of Tahle 5.7 is given in Tahle 5.R. The wage-productivity rela-
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tionship in small scale sector in Kerala is categorised into four. Higher wages 

and higher labour productivity are present in industries like food products, cot-

ton textiles, Rubber and plastics, etc. But a majority of industries, especially 

industries like Engineering, Wood and Wood products, etc., belong to the cate-

gury of higher wage and lower productivity. 

Tahle 5.R 
Wage - productivity relationship in slJlall scale sector ill Kerala 

Wage - productivity 

Relationship 

I. Higher wages rates and 

higher labour productivity 

2. Higher wage rates and 

lower labour productivity 

3. Lower wage rates and 

low Iahour productivity 

4. Low wages rates and 

high labour productivity 

NIC groups 

(20-21) Food products 

(23) Cotton Textiles 

(2lJ-30) Rubber, plastic & petroleulII 

(32) Non-metalic mineral products 

(37) Transport equipments & parts 

(22) Beverage & tobacco 

(26) Textile products 

(27) Wood & wood products 

(2R) Paper & paper products 

(33) Basic metal & alloy industries 

(34) Metal products & parts 

(35) Machinery & tools 

(36) Electrical machinery 

(31) Chemical & chemical products 

(97) Repairs 

(3R) Other Illanufactures 

(42) Water supply 

Source: Calculation based on ASI factory sector and ASI census sector 

The above analysis relating to wages ami wage share in value added shows 

that Kerala's industrial sector (SSl) is characterised by lower labour productivity 

with higher wages as compared to all India. Therefore, the available evidence 
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based on the macro level data stands to prove the high wage cost hypothesis in 

the small scale industry in Kerala. 

V.2.1 Impact Analysis 

The next issue is whether the trade unions in Kerala are in any way responsible 

for the high wages existing in the small scale industrial sector of the state. Hence 

we go in for an analysis of the empirical relationship between the trade union 

activities and industrial wages. 

Everyone knows that unions raise wages. The questions are how much, 

under what conditions and with what effects on the overall performance of the 

economy.3 Generally the motive of trade unions, inter alia, is to bargain with 

employers and try to improve the economic condition of their members. A high 

degree of unionism would normally mean that workers are in a better position to 

bargain and hence increase the wages.4 Unions exert pressures and raise money 

wages if not real wages.) 

Unions are shown to have a persistent effect, averaging I () to 15 per cent, 

on increase in wages of their workers over the non-unionised in the USA.(1 In 

Britain a differential ranging from 10 to 25 per cent was estimated.7 In India, 

a kw studies have empirically tested the impact of ullions Oil wages. H The pio­

neering work was undertaken by Fonsecca ( IlJ(4). Fonsecca tested the hypoth­

esis that unions are a factor in raising money wages and analysed Indian data 

for th period 1939-' 56. His results showed that the impact of unionisation is 
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positive but nut significanl. We are also following a similar methodology in this 

section. 

The analysis attempted here, tries to study the relationship between trade 

union activities and money wages. We have run two regressions; one, on all 

industries (time series) covering the period 1970-'71 till 1985-'86"and the 

other, on industry (cross section) at two time points, 1975-'76 and 1985-'86. In 

the regression analysis, money ~ages paid to the workers (Wl) h_as been taken 

as dependent variable. Independent variables are Productivity at current prices 

(PI) Consumer Price Index (CPI), Trade Union Index (TUI) and Fixed Capital 

per Worker (FCW). 

The basic source of data for productivity, number of production workers, 

and capital is ASI for Sample Sector. The data 011 trade unionism are frum 

the publications of Labour bureau. The productivity is taken as the gross value 

added per worker at current prices. Similarly, fixed capital per worker has been 

taken as another variable. For measuring·the degree of trade unionism (trade 

union index) the ratio of man days lost in industrial disputes to workers has 

been used as a proxy for union activities instead of traditional measure of the 

ratio of unionised workers to total unionisable workers. This decision has been 

taken hecause the data of union mcmhcrship suffer from many limitations. It 

is not obligatory on the part of trade unions to get themselves registered under 

the Trade Union Act 1926. A sizable number of trade unions fail to submit 

statutory annual returns, etc. Again, authors like Robert. W. Swidinsky,9 (1972) 
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has strongly advocated the use of "time loss per employee" as a measure of trade 

union activity instead of the index of fraction of labour unionised. 

The results for the whole Small Scale Sector in Kerala (Table 5.9) show that 

the coefficients of TUI and CPI are highly significant for almost all the industry 
. -- - - . 

groups. R2 is very high in all the equations. Labour productivity appears to be 

totally insignificant except in the case of Basic metal and Machinery. While the 

money wages in industries like Food products, Textile products, Wood products, 

Paper products, Ruhher and plastics, Chemical, Metal products and Machinery 

show significant positive relationship at I % level, that in Non-Metallic prod-

ucts, Basic Metals, Electrical Machinery, and other Manufactures are showing 

significant relationship at 5% level with trade union index. Again, 10 industries 

out of 17 are showing significant relationship at I % level between money wage 

<md consumer price index. 

'Ii,hlc 5.l) 

Results of regressin analysis of wages of all II1lJustries of slIlall scale sector in Kerala (Time 
series) 

Determinants 

Labour Trade union Consumer price Fixed capital 

Industry code Constant productivity Index Index per worker 

(PI) (TUI) (CPI) (FCW) 

20-21 Food products -I I.OX 0.13 17.0 1* Y.X6** -0.11 

(-2.34) (2.17) (2.94 ) (2.1 I) (-1.21) 

R2 =O.Xl) 
_1 

R" = (l.XX F = 2D.1 X LJW = 2.13 

22 Beverages & tobacco J.:H -D.17 -24.2 n.n 13* 0.36** 

products (1.1]) (-.XO) (-0.25) (4.YI)) ( 1.1}4) 

R2 = n.YX 
_1 

R- = (l.lJ7 F = 22.25 DW = 2.45 

23 Manufacturing of 1.76 -(Ll5 11.73* O.n2 * 0.06** 

cotton textiles (2.02 ) ( -2.lJ) t2.X I) 0.(3) (2.19) 
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R2 = 0.99 -~2 
F = 247.5 OW = 2.85 N =O.9H 

26 Textile products -5.25 -OJI4 19.78* 0.08** 0.29 
(-.29) ( -.20) (2.98) (2.30) (0.67) 

R2 = 0.95 -2 
F = 47.5 DW=3.01 R = 0.93 

22 Wood & wood products -5.25 0.34 4H.75* 0.011* -.24 
(-2.2) ( 1.(8) 0.(4) (3J)4) (- 1.2) 

R2 = O.9l) R2 =O.l)H F = 232.5 IJW = 2.27 
23 Paper & paper 57.39 -5.47 34.81 * 0.22* 4.40** 

products (O.H4 ) (-I.(, ) (1.0) ) (2.97) (I.HH) 
R2 = O.7l) R2=O.70 F = lJ.HH IJW = 3.03 

29-30 Rubber, plastic 6.67 -7.53 lJ3.14* H.62** -0.023 
products (0.49) (-O.IS) (2.S5) (2.27) (-0.91) 

R2 =O.91 R2 =O.H4 F = 25.27 DW = 2.01 

31 Chemical products -23.46 -0. ) () (,7.6* 0.05** 2.86** 
( -0.51 (-O.4l) ) (3.62) ( 1.97) (2.10) 

R2 = O.4H R? =0.27 F = 2.30 OW = 3.04 

32 Non-metalic products 4.51 -5.30 69.12** 0.012 -0.05 
(0.56) (-0.12) (2.42) (1.20) (-0.45) 

R2 = O.Y? R2 =0.95 F = SO.H3 DW=2.53 

33 Basic metal & alloy -14.4 0.146* 129.9H*** OJ)9* 0.088* 
(-2.61) (11.12) ( I.HO) (4.6) (7.2) 

R2 = 0.99 
-, 
R~ =O.9S F = 247.9 DW = 3.001 

34 Metal products 3.18 -(l.O5 16.72* 8.51 * 0.02 
& parts «l.70) (-0.66 ) (3.002) (4.95) ( 1.3) 

R2 = O.Hl) -2 
/( =O.H5 F = 22.5 IJW = 1.95 

35 Machinery & tools 5.50 0.34** )6.0 1* (U12 * 0.101 ** 
(2.70) (2.72) (2.Y5 ) (2.S8) ( I. 90) 

R2 =(l.70 
-, 
W =05H F== 5X~ )W = 2.23 

36 Electrical machinery 20.47 -3.96 20.25** 0.29* 0.75** 
appliances (O.IS) (-1.31) (1.91) 0.(5) ( 1.99) 

R2 =O.(,) 
-, 
W =0.45 F==3.lJ) OW = 1.79 

37 Transport equipments 9.37 -0.22 26.64** 0.01** -0.66 
& parts (2.0 I) (-1.25) (2.24 ) ( 1.(9) (-1.6 ) 

R2 = O.SH 
-, 
R~ =O.H3 F = ) H.33 DW =2.13 

3H Other manufactures -2.39 -O.ll H.l)5** 0.04* -0.72 
(-0.9) (-6.72) (2.36) 0.45) (-4.2) 

R2 = ().lJlJ 
-, 
W = O.lJS F == 241.33 f)W = 2.91 
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97 Repairs 

* -Significant at I % level 

** - Significant at 5% level 

*** - Significant at I D% level 

5H.1 

(3.47) 

R2 = D.9H 

7.95 

(D. 93) 

R2 = 0.72 

Study variable: Money wage rate (WI) 
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0.21) -41).56 0.056* 9.28 

(3.33) ( -3.46) (1.81 ) (1.31 ) 
_1 

W =().97 F = 122.5 DW = 1.50 

0.55 41.43 I.D06*** -1.085 

(1.67) (0.24 ) ( 1.77) (-.R I) 
-2 
R =0.60 F = 6.42 DW = 2.DI 

It values in parenthesesj 

We have also tried a second set of regression taking money wage as study 

variahle and, PI, TUI, and pew as determinants for all industries (cross section) 

at two time points 1975-'76 and 19~5-' ~6. This is done with a particular inten-

tion to locate the relationship between the variables at two time points; one with 

very high intensity of unionism (1<)75-'76) and the other with low intensity of 

unionism in Kerala (1985-'86). The results given in Table 5.10 show that trade 

union index is the only variable among the three, which is significantly related 

to money wages in the context of Kerala's small scale industries. In 1975-

'76, there is a very high positive relationship between money wage and trad~ 

unionism with t-value significant at I % level. However, in 1985-'86 there was ------
only a lower significance (at 10% level). Here it Illay be inferred that Kerala's 

industrial sector (SSI) experienced very high degrees of trade unionism during 

mid seventies and comparatively low intensity during mid eighties. This is in 

conformity with what we have seen in chapters three and four. 



Year 

-

1975-76 

Table 5.10 

Results of regressin analysis of wages - all Industries -
(cross scction) small scalc scctor in Kcrala 

Study variable Constant 
Determinants 

PI TUf 
... - .-_ .. 

Moncy wagc (WI) 10.27 o .Oh 21.H3* 

(1.92) ( 1.17) (2.71 ) 

FCW 
-~--.---

0.61 

( \.63) 

R2=0.91 
-2 
R = 0.H7 F = 22.52 DW = 2.05 

19H5-H6 Money wagc (WI) 5.04 O. I I 7.01 *** 
n.17) (O.H3 ) ( I.7H) 

J{2 = 1).47 
... 
Jr = n .. \() I' ~ 1') .1)1) 
'-----

* - Significant at I % level 

** - Significant at 5% level 

*** - Significant at 10% level 

!t valucs ill parcntheses! 

Study variable: Moncy wage rate (WI) 

O.H5 

(0.34) 

I>W = 1.99 
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The above analysis, throws light on the fact that Kerala's industrial sector 

(SSI) has been experiencing a positive impact of trade unions on its wage rates. 

This clearly shows that the trade union in Kerala, along with the influence of 

general inflation existing in the State, arc mainly responsible for the high wages 

prevailing in the small scale sector or the Stale which makes the sector unattrac-

tive to the investors. 

V.3 A Firm-Wise Empirical Analysis 

In this section, an attempt is made to locate an empirical relationship between 

trade unionism and industrial growth or Kerala with the help of Ilrm-wise data 

generated by our sample survey. The survey, as mentioned already, covers 251 

registered small scale units of modern type or which 20 I are working in Kerala 
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and 50 in Talllil Nadu. 1o Most of the units have cOllie up during the last 15 

years. The survey was conducted during the year 1990-'91, using structured 

4ucstionnaires.The units were selected at random. 

The analysis is done in two sections. The Hrst section is mainly concerned 

with the examination of evidences in support of the wage cost hypothesis in 

a comparative study of small scale firms in Kerala and Tamil Nadu. The sec­

ond, the impact analysis, on the other hand, attempts to sketch the association 

between trade unionism, money wage alld industrial investment in the small 

scale industrial units of Kerala and Tamil Nadu. 

V.3.0.1 Nature, Distribution and Performance of the Business Organisa­

tion 

Table 5.11 shows the industry wise distribution of sample units taken for the 

study from Kerala and Tamil Nadu. For the survey, we have selected ten cate­

gories of small scale industrialullits. 11 In Kerala, the three districts selected are 

Trivandrum, Ernakulam and Palghat representing 60, 100 and 42 units respec­

tively. Among the difICrent industries, Wood ami Wood products and Metal 

products are having the maximum representation. The least representation is for 

Electronics. In Coimbatore in Tamil Nadu, we have covered 50 units in total in 

which garments and Metal products number the maximum. 
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Table 5.11 

Industry-wise samples taken fnlm each district of kefala and Coimbatore 

Total 

Industry Trivandrulll Ernaku lam Palakkad Total Coimbatore 

(T.N.) 
---

I. Electronics I 2 - 3 3 

2. Chemical 8 9 3 20 4 

3. Food 6 II 10 27 4 

4. ( j:IIII1CIII~ 7 5 .\ 15 12 

5. Metal X It) X 35 X 

6. Machinery I 5 I 7 3 

7. Rubber & plastics 4 17 ~, 24 2 

8. Paper 10 10 3 23 4 

9. Engineering 2 3 I 6 5 

10. Wood & plywood 13 It) t) 41 5 

Total 60 lOO 42 201 50 

Source: Based on survey results 

The size-wise distribution of units in Kerala and Tamil Nadu reckoned in 

terms of investment in fixed assets and number and pattern of workers employed 

are given in Tahles ).12 alld ).11. More Ihan )(1% or Ihe Ullils under investiga-

tion in Kerala and 45% in Tamil Nadu had investment below R,s.5 lakhs. Tiny 

type of units arc only oelow 8% in Kerala ami below lO(fo in Tamil Nadu. So 

majority of the units surveyed oelong to typical middle category of small scale 

units. In terms of size of employment, about t)glYc) of the units in Kerala and 

94% in Tamil Nadu employed less than 50 workers. 
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Table 5.12 

Distribution of industrial units according to capital investments (SSI sector, Kerala and Tamil 

Nadu) 

Industry 
Below 50000 - 100000 - 200000- 500000 Total 

50000 100000 

K T K T 

I. Electronics I - I -

2. Chemical I I :\ -

3. Food () - 2 I 

4. Garments 2 I 2 -

5. Metal 3 I 4 -

6. Machinery - - - -

7. Rubber & plastics I - I -

8. Paper 2 I I -

9. Engineering - - - I 

10. Wood & plywood - I 4 -

Total 16 5 IH 2 

(7.9) ( 10) (K.lJ) (4) 

Source: Based on survey results 

Note: The bracketed figures arc percenrages 

K - Kerala, T - Tamil Nadu 

200000 

K T 

- I 

5 -

:\ -

3 2 

6 -

- -

2 -

4 I 

I -

3 I 

27 5 

1:'.43) ( 11) 

500000 above 

K T K T K T 

I - - 2 3 3 

( 1.5) ( 6) 

2 I lJ 2 20 4 

( 10) (8) 

6 2 10 I 27 4 

(13.4) ( R) 

2 I 6 8 15 12 

(7.5) (24) 

5 2 17 5 35 R 

( 17.4) (16) 

6 - I 3 7 3 

(3.5) ( 6) 

6 I 14 I 24 2 

(11.9) ( 4) 

H - 8 2 23 4 

(11.4 ) ( H) 

3 I 2 3 6 5 

(3) (10) 

14 I 20 2 41 5 

(20.4) (10) 

53 l) 87 29 201 50 

(2(1.16) (I K) (43.2R) (5R) ( lOO) ( lOO) 
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V.3.0.2 Capacity Utilisation 

The general performance of the small scale units investigated are studied by 

comparing their capacity utilisation during three years, 1989, 1990 and 1991. 

Table 5.14 shows that the capacity utilisation in Kerala's industries is much 

below that of industrial units in Tamil Nadu in aB the three years studied. It is 

surprising to see that majority of units in Kerala find it difficult, to utilize at least 

50% of their capacity. Among the various industries in Kerala, Electronics is the 

only industry showing commendable performance and all other industries espe-

cially, food, garments, metal, rubber and plastic paper and wood are showing 

very poor performance in terms of capacity utilisation. 

Table 5.14 
Capacity utilisation in SSI - Kerala and Tamil Nudu 

Capacity utilisation (in %) 

Industry Il)Xl) 1l)l)O 1991 

K T K T K T 

I. Electronics 52 60 6X 71 Xl) 79 
2. Chemical 4X 53 47 66 52 72 

3. Food 35 5X 31 69 45 80 

4. Garments 51 62 42 70 54 85 
5. Metal 41 70 37 74 47 91 

6. Machinery 1'7 (15 4X 7X 5X 83 

7. Rubber & plastics 42 55 34 62 45 75 

X. Paper 3l) 4l) 3() 67 44 77 

9. Engineering 50 65 55 X5 ()() 95 

10. Wood & plywood 45 57 3l) M 46 72 

Source: Based on survey results 
K - Kerala. T - Talllil Nadu 



124 

V.3.0.3 Wage and Wage share in value added 

An analysis of wage and wage share in the value added in the small scale indus­

trial sector of Kerala in comparison with Tamil Nadu will enable us to test 

empirically the wage cost hypothesis. The cost structure prepared on the basis 

of survey data (Table 5.15) gives a vivid picture of the comparative production 

costs illcuned hy the sllIall scale !inlls ill Kerala alld Tmllil Nadu. It lIIay he 

noted from the table that the share of wage cost in total production cost is much 

higher in Kerala than in Tamil Nadu. A break-up of industries again shows 

that not even a single industry is having lower wage cost in Kerala and in some 

industries like wood, paper and engineering it is more than 100% that in Tamil 

Nadu. 
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An industry wise mark-up 12 calculated for thc small scale industries in Ker-

ala and Tamil Nadu also unveils a similar picture (Table 5.16). The mark-up cal-

culation generally gives an idea of share of wages in profit and through that one 

can also view the performance efficiency of the business. The table shows that 

the mark up percentages calculated for the various industries in Kerala give a 

very poor comparative picture. While majority of Kerala industries are keeping 

very low mark-up, their counterparts in Tamil Nadu are showing considerably 

higher mark-up. In Kerala, the highest mark up may be noted with Electronics 

industry and the lowest with metal industry. 

Tahle 5.1 () 
Industry - wise markup of SSI (Kerala and Tamil Nadu) - IYYO- '91 

Industry 

I. Electronics 

2. Chemical 

J. hlOt! 

4. Garments 

5. Metal 

6. Machinery 

7. Rubber & plastics 

X. Paper 

l). Engineering 

I n. Wood & plywood 

Markup (pen.:entages) 

Kerala Talllil Nadu 

()~t I 70.5 

:n.o (17.X I 

23.5 50.50 

22.3 5X.72 

20.0 (IO.2l) 

54.7 () 1.(17 

30.7 4Y.02 

20.3 51.34 

3l).9 6l).73 

21.X 50.2Y 

Source: Based on survey results 

The structural ratios shown in Table 5.17 give LIS further understanding on 

the wage and wage share in value added in Kerala compared to Tamil Nadu. 

It llIay be notcd that thc clllolullIcnts pcr clllploycc in industrics in Kerala are 
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higher than those in Tamil Nadu. The net value added gives the upposite picture. 

The majurity uf industrics in Kcrala arc showing low value added compared to 

industries in Tamil Nadu. This means that while the small scale industries in 

Kerala are showing high wages and low productivity, their counterparts in Tamil 

Nadu are 'keeping low wages and high productivity'. This becomes clearer 

when we luuk at the cmululllcnts tu nct valuc added ratio. Higher ratios may be 

observed in the case of all the industry groups in Kcrala, whereas the industries 

in Tamil Nadu are showing only vcry low emolulllcnts to value added ratios. 

Table 5.17 
Structural ratios in SSI - Kerala, Tamil Nadu (1991) 

F.C per Net value added Emoluments per F.CINVA Emol.lNVA 

Industry 

I. Electronics 

2. Chemical 

3. Food 

4. Garments 

5. Metal 

6. Machinery 

7. Rubber & plastil.:s 

8. Paper 

l). Engineering 

10. Wood & plywood 

employee (Rs.) employee (Rs.) employee (Rs.) 

K 

15H30 

IH672 

1210X 

11671 

12722 

I OX!)!) 

2X(130 

13731 

YX7(1 

10376 

T K T K 

16735 16936 17420 3901 

20640 20H71 21302 3934 

15X72 9171) 1(1205 4275 

16635 H670 I H960 4374 

13645 74(19 14755 ()32(1 

12X7X 12(IX3 11472 4(1)X 

2131)4 17530 20010 5(1) I 

16476 HOl3 17632 7Xl)O 

14XYO Y232 I (IY72 3H50 

12681 7lJ30 134HO 511 X 

Source: Based on survey results 

K - Kerala, T - Talllil Nadu 

T 

2860 

3741 

3 l)(1 5 

3872 

4232 

2975 

37X9 

401l) 

2H70 

3431 

ratio ratio 

K T K T 

.93 .96 .23 .16 

.89 .95 .18 .17 

1.34 .97 A6 .24 

1.35 .87 .50 .20 

1.70 .92 .84 .28 

.H5 1.12 .32 .25 

1.63 1.06 .29 .18 

1.71 .93 .98 .22 

1.06 .88 AI .16 

1.30 .94 .64 .25 

As to the question to what extent the wages in Kcrala (SSl Sector) are higher 

than wages in Tamil Nadu, Table 5.18 presents the distribution of units accord-

ing to their perception. Alllong the ullits sllrveyed, 7')ly() of Ihe respondents arc 
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of opinion that compared to the indllstrial wages ill Tamil Nadu, small scale 

units of Kerala are paying wages higher to the extent of 40-50 per cent. About 

94% of the respondents are holding the view that Kerala's industrial wages are 

higher than that in Tamil Nadu by 30 per cent and above. Therefore, based on 

the survey data, it may be observed that Kerala's small scale industrial units are 

perceived to be incurring wage costs higher by more than 30% of what is paid 

by similar type of units in the neighbouring states. 

Table 5.1 X 
Number of indllstrialllnits according to relative change ill wage in 

Kerala compared to Talllil Nadll 

Nature of Extent of wage change as percentage otal 
T 

changes in wages 10 - 20% 20 - 30% 30 - 40% 40- 50% 

High 5 X 3X 150 201 

Low - - - - -

otal 5 X 3X 150 201 
T 

(2) (4) ( I\) (75) (100) 

Source: Based Oil sample survey 

V.3.0.4 Reasons for high wages and low productivity 

What are the reasons responsible for the persisting high wages and low labour 

productivity in the small scale sector of Kerala'! The reasons given by the units 

in Kerala are analysed in the following two tables. 

The obviate the problems of presenting answcrs to ohjective type questions, 

which we have asked in our survey, we have followed a different method of pre-

scnting data by mcans or quartiles. Firstly, the questions got answered through 
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the survey and then ranked according to the preferences shown by the respon-

dents. Next, we have calculated the three quartiles ami then the quartile devia-

tion i.e., 'Semi-inter quartile range', have been estimated by taking half of the 

difference between third quartiles and (irst quartiles (Q3; QI ) . Among these 

measures, we consider the median value (value of the response to second quar-

tile, Q2) as the answer having statistical consensus. Suppose the answers for a 

question are noted as I to 5 and Q2 when calculated is 1 for the answer 2 and 2 

ror answer 5, it means that the answer 2 hears the Illaximlllll consensus and the 

answer 5 bears the second maximum consensus and so on. For analytical con-

venience, we also consider the existence of consensus if the Quartile Deviation 

(QD) is less than or equal to 1.13 

Table 5.19 gives live reasons responsible for high wages in Kerala for which 

the preferences (ranks) are sought from the respondent firms in Kerala. Among 

the reasons, we find consensus among the respondents with regard to Trade 

Union Pressure, High Cost of Living, High Productivity and Industry specific 

reasons. Now to see the significance among these, we have to refer to the 

median. So the most important two reasons are found to be trade union pressure 

and High Cost or Living (22 values as I and 2 ami Q.D as .5]. Thus as per 

the survey results, the trade union pressure and high cost of living are the most 

relevant reasons causing high wages in the small scale industrial sector of Ker-

ala. This finding is in conformity with what we haw concluded in the preceding 

section based on industry-wise analysis. 
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Table 5.1l) 
Reasons for high wage in Kerala 

Reasons QI Q2 QJ QD 

I. High cost of living 2 2 3 .5 

2. Trade union pressure I I 2 .5 

3. Sympathetic government 2 3 4 I 

4. High productivity 4 5 5 .5 

5. Indllstry spedfic reasons :, 'I 4 .5 
---- ---

Source: Uased Oil survey n:slllts 
<)2 = Medium <)D = <)lIartile I kviation 

Table 5.20 presents the various reasons cited for low labour productivity in 

Kerala's SS! sector. Among the four reasons suggested, the respondents find 

no consensus with the reason 'lack of sincerity and commitment on the part of 

the workers'. With all other three reasons, there is consensus among the firms. 

It may be noted here that 'Restrictive Labour Practices' is having very strong 

consensus among the respondents (Q2= I, Q~=U) followed closely by is 'work 

to rule under the protection of trade ·union'. The ahove analysis shows that it is 

the restrictive labour practices and work to rule under the strong protection of 

trade unions which according to the percL~ptioll of tllL~ entrepreneurs, are mainly 

responsible for the low labour productivity in the slllall scale sector of Kerala. 
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Table S.20 

Reasons for low labour prouuctivity in Kerala's SSI sector 

Reasons QI Q2 QJ QD 

I. Workers are lazy 3 3 4 .S 

2. Only work to rule untler I 2 3 .S 

protection of Traue unions 

3. Lack of sincerity anu commitment 2 3 4 1 

on the part of workers 

4. Restrictive labour practices I I 1 0 

Source: Based on survey reslllts 

Ql = MediulII QI> = ()uarlile Deviation 

V.3.0.S Intensity of Trade Unionism and Involvement of 'Atti-marl' activi-

ties 

A firm wise analysis of the intensity of trade unionism in the small scale sector 

of Kerala along with the involvement of atli-Illari workers in the units will help 

in getting a clearer picture of the trade union activities in the State. The percent-

age loss of man days to total working days due to industrial disputes (strike) in 

the small scale industrial units of Kerala, calculated from the survey data during 

the year 1990-'91 is presented in Table 5.21. The percentage varies from 30 to 

2 over the various industries studied. Among the dirrcrent industries, the highest 

and the lowest man days lost percentages have been noted with paper and print-

ing and electronics industries respectively. Many of the other industries were 

also showing considerable loss in man days during (he analysis period. This is 
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in sharp contrast to the situation obtaining in Talllil Nadu where only 5 percent-

age of registered factories surveyed by us have unionised labour as against 70 

percentage in Kerala. Thus the analysis here substantiates the general conclu-

sion which we have made earlier (in chapters 3 and 4). 

Table 5.21 
Industrial disputes rcsulting in work stoppages in SSI SCl:tor Kerala (1990-91) 

Industry Malldays lost 

to total 

working days(%) 

Electronics 

Chemical 2.0() 

Food IO.!)O 

Garments 12.04 

Metal I X.I 0 

Machinery X.40 

Rubber & plastil:s Il).XO 

Paper .,0.60 

Engineering 4.30 

Wood & plywood 21.70 

Sourl:e: Based Oil surwy results 

One of the notable features of Kerala's trade unionism is the prevalence of a 

typical practice that exists alll()ng the I()ading and unl()ading workers known as 

"atti-mari practice". 14 Irrespective or party affiliations, it is widely practised by 

the trade unions in all fields of transportation and trading all over Kerala. In the 

context of small firms and their operations, the problem is more severe because 

the small enterprises have only less intlucnce and money power compared to big 

firms. Our Survey results show that many or the entrepreneurs of the small scale 
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firms in Kerala are very much scared of the 'Alti-mari' workers. According to 

the survey data, it is understood that the normal functioning of the majority of 

small scale units in Kerala are more affected by trade union activities outside 

the plant than strikes and other disputes inside. About 95% of the respondents 

are holding the view that atti-mari practices and general strikes, bandhs, hartals, 

etc., are the main exterllaltrade union activities which affect the normal working 

of their units seriously. Some of the units are even facing closure mainly due to 

the alti-mari problem and other humiliating actiolls or the trade unions. 

Table 5.22 gives a unit wise involvement of atti-mari workers. The atti-mari 

involvement l5 is calculated as atti-mari man days per month. It is clear from 

the table that almost all the units surveyed have the involvement of atti-mari 

workers in their units. Nearly hall' or the total ullits (50%) are found to be 

experiencing atti-mari activities between 20 to 40 man days in a month. The 

maximum involvement is in the wood and wood products industry and the least 

is in electronics. 
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Table 5.22 
Unit - wise involvement of Atti-mari workers 

Industry 
Atti-mari involrnent in mandays per month 

Below 10 10 - 20 20 - 40 40 - 50 > 50 Total 

Electronics 3 - - - - 3 

Chemical 2 I 10 5 2 20 

Food 2 \0 15 - - 27 

Garments I X 4 2 - 15 

Metal 4 12 17 2 - 35 

Machinery 2 5 - - - 7 

Rubber & plastics 2 X 13 I - 24 

Paper 2 6 12 2 I 23 

Engineering I 3 I I - 6 

Wood & plywood 4 11 2() 4 2 41 

Total 23 64 lJ2 17 5 201 

Source: Based on sample survey 

Now the related questions are how and 10 what cxtent the lirms are affected 

by the operation of alli-lIIari workers'! As we have already lIIentioned, the aUi-

mari workers are not the regular or casual workers employed in the firm but are 

the head load workers outside the li"rlll. They arc engaged in the loading and 

unloading activities. Usually they comc to the unit at the time of loading and 

unloading of materials. 

The extent to which the small scale firllls in Kerala are affected by the atti-

mari handling is presented by making a comparison between the loading and 

unloading charges paid to own workers (if it were) and atti-mari workers (Table 

5.23). We can note a very sharp contrast in the rates given by the firms to own 
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workers and atti-mari labourers for handling goods. The handling cost for load-

ing and unloading of 100 kg by the atti-Illari workers is more than 2 times than 

that by own workers. 16 Almost all the industries studied are invariably bearing 

high charges for loading/unloading activities. In the case of Engineering and 

Rubber and Plastics, whilc the own workers are givcn Rs.1.45 and Rs.1.75 per 

100 kg, the atti-lIIari workers are paid Rs.l.()() allll Rs.4.35 respeclivcly, bring-

ing in a percentage difference of almost 150. It may be noted here that since the 

atti-l11ari workers do nol allow the own workers to engage in loading-unloading 

activities, in the premises of the firms, the entrepreneurs are having no other 

way but to pay these high rates. 17 

Table 5.n 
Cost of loading & unloading 

Industry 
Loading & unloading charge (inRs.) for IOOkg. 

Own workers Alli-mari wokers Difference Percentage 

Electrollics I .()() .U5 1.75 

Chemical I.HO 4.00 2.20 

Food 150 1.50 2.0() 

Garments 1.55 1.35 I.HO 

Metal 2.00 4.1 () 2.10 

Machincry I 'c,5 .1.X5 2.2(} . 
Rubhcr & plastics 1.75 4 .. 15 2.('(} 

Paper 2.05 4.50 2.45 

Engineering 1.45 1.66 2.21 

Wood & plywood I.X5 4.10 2.25 

* Percenrage difference interms of the rates of own workers 

Source: Based Oil sample survey 

I I () 
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133 
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133 

14X 

119 

152 
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Among the variolls reasons showing Ihe draw hacks of todays trade unions 
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Tamil Nadu, based on the Survey data. Table 5.25, examines the reasons for 

reluctance in investment in Kerala. The most important reasons reported were 

labour trouble and hostile industrial relations climate (Q2=1, QJ)=O.5 (85% of 

the firms surveyed keeps the same opinion). The next one noted was high wages. 

So the two relevant reasons having maximum consensus among the respon-

dents were hostile industrial relations climate and high wages. All other reasons 

were considered not very significant. Thus, according to the perception of the 

entrepreneures, two important factors responsible for shyness in investment in 

Kerala's Small scale sector are the unfavourable industrial relations climate and 

high wages existing in the State. 

Tahle 5.25 
Reasolls for reluctallce (shYlless) ill illVl'still)! ill the state 

Reasons QI Q2 Q3 QD 

I. High cost and scarcity 4 5 6 1 

of raw materials 

2. High wages 2 2 3 .5 

3. Lack of govel'nmt;nt incentives 2 4 5 1.5 

4. Lahollt' trouhle alld hostile I I 2 .) 

industrial relation climate 

5. Corrupt hureaucracy 2 .~ 4 I 

(I. Iligh taxes 4 5 (J I 

Source: lJased on survey results 

Q2 = Medium QD = Quartile Deviation 

Now, we have to cross check this flnding with the reasons for shifting the 

industrial units from Kerala to Tamil Nadu. 19 Table 5.26 explains the reasons 
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for the shifting of small scale industrialullits from Kerala to Tamil Nadu., High 

wages and unpeaceful industrial relations in Kerala are again reported as the 

major reasons that have prompted most entrepreneurs of small firms to shift 

their units from Kerala to Tamil Nadu. Corrupt bureaucracy is another reason 

having consensus among the entrepreneurs (QJ)=.5). Less incentives, reasons 

related to raw materials have consensus but only less compared to the other 

three (QD=l). 

Tahh: 5.2(, 
Reasons for shilling the industrial units from Kerala to Tal1lil Nadu 

Reasons ()I ()2 QJ ()D 

I. High wages in Kerala I I 2 .5 

2. Corrupt hureaucracy 3 3 4 .5 

3. I,css incentives 1 5 5 I 

4. Unpcaccful industrial relations I 2 2 .5 

5. Reasons related to raw materials 2 4 4 I 

Source: Based on survey results 
()2 = Medium ()D = ()uartile Deviation 

Thus in the above scctioll, we havc attcmpted ill explaining the evidences 

collected from the samplc survey of small scale firms in Kerala and Tamil Nadu 

to support the wage cost hypothesis. Based on the survey data, it is found that 

Kcrala's small scale sector is characterised by high wages and low product iv-

ity compared to Tamil Nadu. It is also noted that the high wages and hostile 

industrial relations cl i mate of Kerala arc the prominent reasons for the reluc-

tance of entrepreneurs ill making new investments and this ultimately leads to 

decclcration in thc industrial growth or the Statc. 
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V.3.1 Impact Analysis 

In this section, an attempt is made to explain the relationship between trade 

union activities, money wages and industrial investment in the small scale indus­

tries of Kerala. The analysis is made with the help of multiple regression analy­

sis using industry cross-section data (1991) for Kerala and Tamil Nadu. 

In the regression analysis, money wages and investmcnts arc taken as study 

variables and labour productivity, index of unionisation, fixed capital, working 

capital, phobia, and profit are used as determinants.2o The data used are from 

the sample survey. 

The regression resulls lTable 5.271 show that in the small scale industries of 

Kerala, money wage has significant relationship with index or unionisation and 

phobia (at 5% level of significance). The other determinants exhibit significance 

only at 10% level. Now, we relate industrial investment with the above determi­

nants. And we note that index of unionisation and phobia are negatively related 

to investment with high levels of significance (5% and I (if) respectively). This 

means that trade unionism and phobia have very strong impact on the investment 

in the small scale industrial sector or Kerala. 
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Table S.27 
Results of regresion analysis of wages and investment - All industries of small scale sector 

in Kerala - (cross-section 1990-91) 

Study vairable Constant Labour 

productivity 

31.01 0.09 

Money wage (2.37) (O.5R) 

R2 =0.31 

177.49 0.007 

Investment (3S.IS) (0.46) 

R2 =0.62 

* - Significant at I % level 

** - Significant at S% level 

*** - Significant at 10% level 

Determinants 

Index of Fixed Working 
Phobia Profit 

unionisation capital capital 

2.79 0.17 0.03 0.0006 0.02 

(1.93)** ( 1.39)*** ( 1.6R)*** ( I.R7)** (0.69) 

n2 =0.29 F = 14.39 l)W = I.HS 

-0.064 II.OS 7.59 -2.00S 0.09 

(-1.84)** (1.94 ) ( I.4H)*** (-2.34 )* ( 1.17) 

R? =0.34 F = 9.16 DW=2.23 

It values in parentheses 1 

Now the same regressions are tried in the context ofTamil Nadu. The results 

[Table 5.28] show that index of unionisation and phobia have no significant rela-

tionship with money wagc. Labour productivity, flxcd capital and profit, have 

significant relationship (at 5% level of significance) with investment. Unionisa-

tion, on the other hand, makes no impact on investment. 
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Table 5.28 
Results of regresion analysis of wages and investment - All industries of small scale sector 

in Tamil Nadu (cross-section 1990-91) 

Study vairable Constant Labour 

prm]uctivity 

24.19 0.77 

Money wage (\,147) (\.479)*** 

R2 =0.2H 

413.07 \.35 

Invesllllenl (7.012) (O.!)O, ...... 

R2 =0.34 

* - Significant at I % level 

** - Significant at 5% level 

*** - Significant at 10% level 

V.4 Conclusion 

Determinants 

Index of Fixed Working 
Phobia Profit 

union isation capital capital 

0.69 27.01 0.74 0.0004 0.0007 

( 1.85) (2.94)* (\.81)** (0.25) ( \.91 ) 

JP =0.26 F= 12.61 DW = 2.14 

OJ'07 69.57 16.02 0.001 16.73 

(0.15 ) (2.IO, ... ,~ (0.71) (OA7) (2.11) )~. >t 

-2 
R =0.31 F =16.66 DW = \,77 

It values in parentheses) 

What we have done in this chapter is an attempt to find an empirical relation-

ship between trade unionism and industrial investment in Kerala with the help 

of im!uslry am! firlll-wise data on the small scale industries in Kerala. In the 

industry wise analysis, we have tried to examine the wage cost hypothesis in 

Kerala's small scale sector by comparing the wage rates and wage share in the 
ew-~:-~ 

value added with that of aIlJndi<~ It is found that Kerala's industrial sector (SSJ) 

is characterised by lower labour productivity with higher wages as compared to , 

all India. We have also noticed an empirical relationship between trade union-

ism and wage rate. It is seen that trade unionism and consumer price index are 

having highly significant positive relationship with money wages. 
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We have also tried to test the wage cost hypothesis by using our survey 

data. This has substantiated onc::~in that Kerala's industrial sector (SSI) is 

characterised by higher wages ~ low productivity. On comparison with Tamil 

Nadu, Kerala's industrial wage rate is higher by 50%. The average industry wise 

mark up in Tamil Nadu is higher by 35% than that in Kerala. Reasons for high 

wages in Kerala are the high cost of living and trade union pressures. Among 

the reasons for low labour productivity in Kerala, restrictive labour practices 

amI work to rule under the protection of trade unions are cited by the maximum 

number of units studied. Atti-mari problem has been noted as an important 

problem faced by the entrepreneurs of Kerala. The main reasons for shifting 

the industrial units from Kerala to neighbouring states are found to be the high 

wages and the lack of peaceful industrial relations in Kerala. 

Notes and References 

I. Dunlop. J. T. 1972. 'Political System and Industrial Relations', lnterna-

ti01wllllstitute (~rLllh(}ur Studies Bulletin, No 9, New york. 

2. 'Labour cost hypothesis' aims at covering the entire 'Labour cost'. Here 

'labour cost' is defined not only in terms of wage and welfare cost but also 

loss and inconveniences due to strikes and disputes. )knce for operational 

convenience labour cost hypothesis is split into two; 'wage cost hypothe-

sis' and 'psychic cost hypothesis'. The latter one is discussed in the next 

chapter. 
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3. Freeman, R. B. and Medoff, J. L. 1984. What Do Unions Do!, Basic 

Books, New York, P. 43. 

4. Ramjas, 1989. 'Trade Unions and V/ages- A study of selected manufactur­

ing industries in India' - lndian Journal of Industrial Relations, Vo!. 24, 

No. 3, January, P. 269. 

5. Some labour economists view wages as a function of demand and supply 

only and not as a function of unionisation. They view wage determination 

to he essentially an economic problem and unions have minimal impacl on 

wages - Dunlop J. T., 1957 'The Task of Contemporary Wage Theory' , in 

New Concepts in Wage Determination, (ed) George W. Taylor and Frank, 

C. Pcarson, McGraw Hill, and Clark, K. B. 'Labour's Income Share and 

Labour Management' - Source above. p- 295-296. 

It is possible, however, that trade unions can play a positive role in raising 

money wages rather than real wages, because real wages are largely deter­

mined by the cost of living over which trade unions have no direct control. 

Hence the actual battle is always fought by trade unions, among others, on 

the issue of raising money earnings and not on establishing or raising real 

wages. This theory has been tested by Freeman. R. B. and Medoff. J. L., 

1984, op cit, Lewis. H. G., 1963, Unionisation and Relative wa~es in the 

United States: An Empirical Enquiry, The University of Chicago Press, 

Chacago and in India by Fonsecca. A. J., 1964, ffilges Determination and 

()r~{/lIi.\'('d t(/hour ill I"dia, Oxford University Press, London and hy .Iohri 
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C K., 1967, Unionism in Developing Economy, Asia Publishing House, 

Bombay. This argument is also supported by Keynesian 'Money Illusion'. 

Hence we take money wages instead of real wages for our impact analysis. 

6. Lewis. H. G., 1963, op cit.· 

7. Pencaval. l., 1974, 'Relative wages and trade unions in the UK'- Eco­

nomica, 40, (162), Mulvey. C, 1976, 'Collective Agreement and Relative 

Earnings in UK Manufacture in 1973' Economica, 43, (172), Blanchllower 

Oavid, IIJH6, 'What effect do Unions have on Relative Wages in Ureat 

Britain', British Journal of Industrial Relations, vol. 24, No. 2, luly. 

8. Fonsecca. A. l., 1964, op cit, lohri. C K., 1967 op cit, Suri. G. K., 1970, 

Productivity, Wages and Industrial Relations, Affiliated East-West Press, 

New Delhi, Subrahmanian. K. N., 1979, lV£lges in India, McGraw Hill, 

New Delhi, Ramjas 1989 op cit. 

9. Swidinsky R. W., 1972, 'Trade Unions and Rate of Change of Money 

Wages in Canada, 1953-1970', Industrial alld Lahour Ue/atiolls Ueview, 

vol. 25. 

10. We have selected 50 small scale units in Tamil Nadu (Coimbatore) which 

arc rllll hy holh Malayalec nO) alld lIoll-Malayalce (20) cnlrcprcllcurs. 

This helped us a lot in gelling the general view of the entrepreneurs. More­

over, it is noted by the previous studies (Kannan, K. P., 1981 op cit, Oom­

men, M. A., 1981, op cit) that many of the small scale units of traditional 

and modern type in Kerala have been migrating to neighbouring states of 
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Tamil Nadu and Karnataka in recent years. Hence it is essential for us to 

include the units outside Kerala also in our study. 

11. We have selected ten categories of SSI units. The selection of these ten 

industries was based on the two digit classification of ASI (NIC code) 

and the classification made by the state Directorate of Industries and Com-

merce, Trivandrum for registered SSI units in Kerala. 

12. The terminology, namely 'mark-up' was coined by Mrs. Joan Robinson 

and it is the proportion of profit to output. 

Mark u - PIL _ ~ _ profit 
p- OIL - GorY - w+i+r+p 

As wages is a major component of income, which comes in the denomina-

tor of the mark up, in a high wage - developing economy the mark up will 

be low. It is true that profit in a concern is influenced by so many factors 

and wage is only one among them. But according to Mrs. Robinson, wage 

is considered as the prime factor in shaping the profit element in a business 

activity. I knce the increase inlahour strength reflected in high wages gives 

only a decrease in mark up and vice versa. See Robinson Joan and Eatwell 

John, 1973, An Introduction to Modern Economics, McGrow Hill, U.K. 

13. Hanushek, Eric A. and Jackson, John E., 1977, StatisticaL Methods for 

SociaL Scientists, Academic Press, New York. 

14. Atti-mari refers to the union influenced handling practice of goods (loading 

and unloading) which is now very common in Kerala. The Atti-mari, as 

defined hy trade unions, show two stages in handling things which bear 
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different rates. The alli-mari workers are not the workers belonging to 

the firm but usually head load workers outside the firm. They belong to 

different unions, controlled by the leading political parties. Since atti-mari 

problem is not familiar to the.f1rms of Tamil Nadu, the analysis is confined 

to Kerala firms. 

15. Alli-mari involvement in it firm is standardised as 'alii-mad' man days 

work' in a month. This is calculated as 

No. of hours of atti-mari work x No. of Workers 

8 hours 

16. Loading and unloading charges by atti-mari workers at the firm level are 

comparatively lesser. But in the context of domestic transportation of house 

holds articles by the house holds (for shifting residence, etc.) the head load 

workers are charging exorbitant rates compared to the existing normal rates 

in different areas. This varies between 10 to 15 times or more from place 

to place. 

17. It may be remembered that as per the Labour Laws by the Government, atti­

mari workers are not allowed to enter the premise of the firm by force and 

engage in loading-unloading activities. But, in effect, in Kerala, neither the 

trade unions controlling the head load workers nor the government itself 

exercise any effective control over this group of workers. Hence the firms, 

especially small firms are in a helpless position and have to accept and obey 

thcm if they want to continue thcir business. 
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18. Zachaira George, 1990m ProfiLe of IndustriaL Wr)rkers in Kerala, Ph.D. 

Thesis, Cochin University of Science and Technology, Cochin, page. 183. 

19. Among the 50 units taken from Tamil Nadu, (30 Malayalee entrepreneurs 

and 20 non-Malayalee entreprencurs) we have noted that 25 out or 30 

Malayalee entrepreneurs had first started their units in Kerala and then 

gradually shifted them to Coimbatore. 

20. In the regression analysis, the study variables and determinants are from 

the sample survey. Labour productivity is calculated as value added per 

worker. The mandays lost per worker is taken as the index of unionisa­

tion. Phobia (explained in detail in the forthcoming chapter) deals with the 

extreme fear or entrepreneurs to make invcstmcnts mainly due to lahour 

unrest and trade union activities. It is measured by using the phobia index 

constructed with the hclp of the scalogram analysis. 



CHAPTER VI 

THE PSYCHIC COST ANALYSIS 
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We have already explained in chapter V that the empirical testing of the 'Labour 

cost Hypothesis' requires the testing of both the 'Wage cost Hypothesis' and 

'Psychic cost Hypothesis'. As we have already covered the first one, we shall 

now go in for the empirical testing of the psychic cost. The exercise is done 

through an analysis of the phobia of the entrepreneurs. As seen earlier, the psy­

chic cost seems to be an important issue in any discussion on Keralas' industri­

alisation I. The perception that the labour force in the region is militant and 

trouble making has created a phobia resulting in high psychic cost2 among the 

entrepreneurs so that they are detracted from making new investments in the 

state.3 

Acording to 'International Encyclopedia of Psychology', Phobias are defined 

as a type of anxiety disorder characterised by a persistent, exaggerated, irra­

tional fear of certain objects or situations and by efforts to avoid the object or 

situation.4 Here, operationaly we define phobia as the extreme fear of industral­

ists to make investments due to their perception of lahour unrest and the troubled 

atmosphere created by the labour unions. 

As phobia relates to the psychological and mental state of the entreprenems, 

no direct measurement will be pragmatic. So we make use of proxy measures; 

first by using trade union data and second by using a 'Scalogram Technique'. 

The available data regarding the intensity and dimension of trade unionism and 

industrial disputes in Kerala have been examined in Chapters III and IV respec­

tively. We have reached the finding that Kcrala's labour is highly unionised 



150 

and that Kerala has earned in the past a reputation for a militant labour move­

ment. It is also found that Kerala has been showing high intensity of industrial 

disputes since 1960's except for early eighties. These might have lent support 

to the generalisation that Kerala's manufacturing sector experienced excessive 

labour unrest and this might have created a feeling of fear among the investing 

classes so that they are reluctant either to increase their investment or to make 

new investments. 

Next question is whether this phobia exists now or not. For finding the 

answer, the scalogram Analysis is used. 

The Scalogram analysis5 is based on the data collected hy our Survey among 

the sample of small scale entrepreneurs during the Year 1990-'91. [251 small 

scale units in total consisting of 201 units in Kerala and 50 units in Coimbatore, 

Tamil Nadu]. For the analysis, we have framed six questions relating to trade 

unions and industrial development of the State on a seven point scale- 6, 5,4, 3, 

2, I and o. and they are as follows 

I. Trade Unionism is the important causative factor for industrial stagnation 

in Kerala. 

Strongly Agree - 6. Agree - 5. Partially agree - 4. Undecided - 3. Partially 

disagree - 2. Disagree - I. Strongly disagree - O. 

2. Trade Unions in Kerala have not played a decisive role in raising the indus­

trial wages in Kerala. 

Strongly agree - O. Agree - 1. Partially agree - 2. Undecided - 3. Partially 

disagree - 4. Disagree - 5. Strongly disagree - 6. 
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3. Kerala's labour is highly unionised. 

Strongly agree - 6. Agree - 5. Partially agree - 4. Undecided - 3. Partially 

disagree - 2. Disagree - 1. Strongly disagree - O. 

4. The wage level in Kerala is low when compared to the neigbouring States. 

Strongly agree - O. Agree - 1. Partially agree - 2. Undecided - 3. Partially 

disagree - 4. Disagree - 5. Strongly disagree - 6. 

5. Excessive trade unionism in Kerala has created a phobia among industrial­

ists. 

Strongly agree - 6. Agree - 5. Partially agree - 4. Undecided - 3. Partially 

disagree - 2. disagree - 1. strongly disagree - O. 

6. Harrassment (like atti-mari) by trade unions does not kill the initiative of 

the industralists. 

Strongly agree - O. Agree - 1. Partially agree - 2. Undecided - 3. Partially 

disagree - 4. Disagree - 5. Strongly disagree - 6. 

By adding the scale values for the six different questions answered by an 

individual sample unit, we get the total score of the unit. The score values of dif­

ferent sample units provide the quantified data for the analysis. Table 6.1 shows 

the median and Quartile Deviation of the industry-wise scale values showing the 

different degrees of responses among the entrepreneurs towards various ques­

tions relating to trade unionism and industrial growth in the small scale sector 

of Kcrala. The mcdian value in each question in the case of almost all industries 

show the range of 5 and 6 (maximum scores in each question). This means that 
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the majority of the respondents are either agreeing or strongly agreeing to the 

various issues raised in the questionnaire. Among the various industries, Metal 

and Paper have all the values 6 except 1 in each industry, showing maximum 

unanimity of opinion among the respondents. Immediately following are the 

industries, Food products, Wood products, Garments, and Engineering. Now, 

measuring the inter-quartile range (QD), we can locate wood products, Metal, 

Paper and Garments as the industries having maximum consensus among the 

entrepreneurs regarding the various issues raised (QD-ranges from .5-0). Hence, 

the industry-wise analysis of scale values clearly shows the very high phobia 

existing among the industrialists in the small scale sector of Kerala with regard 

to the present functioning of trade unions and its influence on the performance 

of industrial units in the State. This high phobia of industrialists which is present 

in the industrial sector of Kerala ultimately stands as a causative factor for high 

psychic cost among the entrepreneurs. 



Table 6.1 
Scale Values (Industry-wise) 

Industry Questions 

Al A2 A3 A4 A5 

1. Electronics Q2 4 6 5 5 6 

QD I 0 .5 .5 0 
2. Chemical Q2 5 5 6 5 5 

QD 1 .5 .5 .5 .5 
3. Food Products Q2 5 6 6 5 6 

QD .5 0 0 0 0 
4. Garments Q2 5 6 6 5 6 

QD 0 .5 0 .5 0 
5. Metal Q2 6 6 6 5 6 

QD 5 0 0 0 0 
6. Machinery Q2 4 5 6 5 5 

Qo I .5 .5 .5 .5 
7. Rubber and Plastics Q2 4 5 6 4 5 

Qo 1.5 1 1 1 I 
8. Paper Q2 6 6 6 5 6 

QD .5 0 0 .5 0 
9. Engineering Q2 5 5 6 4 6 

QD 1.5 .5 .5 .5 .5 
10. Wood products Q2 5 6 6 5 6 

Qo .5 .5 0 .5 0 

Q2 - Median, QD - Quartile Deviation 
Source: Based on Sample Survey 
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5 

.5 
6 

0 

This argument is again substantiated by the analysis of scale values across 

industries [Table 6.2]. The table presents the answers to the six different ques-

tions asked to the small scale entrepreneurs studied across industries in Kerala. 

It is evident that all the six questions asked evoke almost unanimous answers by 

the respondents (Q2 is 5 or 6). In terms of quartile deviation, all the questions are 
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shown to be giving statistical consensus among the respondents (QD = 0 - 1). 

Answers to the questions 3, 5 and 6 may be specially noted for the very strong 

consensus by keeping its QD as O. That is, the entrepreneurs hold very strong 

view that Kerala's labour is highly unionised and the excessive unionism in Ker-

ala has created a phobia among industrialists. They also believe strongly that the 

harassment like atti-mari practices by trade unions does kill the initiative of the 

industrialists in Kerala. 

Table 6.2 
Scale Values (across industries) 

Questions QI Q2 {b QD 

Al 4 5 6 I 

A2 5 6 6 .5 

A3 6 6 6 0 

A4 5 5 6 .5 
A5 6 6 6 0 

A6 6 6 6 0 

Source: Based on Sample Survey 
Q2 = Median QD = Quartile Deviation 

Using the scale scores, we have prepared a phobia index for the Small 

Scale Industrial sector of Kerala [Table 6.3]. The entrepreneurs of the vari-

ous firms whom we surveyed are experiencing phobia which is mainly caused 

by the excessive labour unrest and the trade union activities in the State. Among 

the various industries studied, while wood products, paper, metal and garments 

show higher scores, the sunrise industries like electronics show lower scores. 

The mean score values for the wood products and paper products are the high-
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est in Kerala (35.5 and 35.3 while the maximum score value is 30). Thus the 

observation of the phobia index indicates that there has been a very high phobia 

existing among the entrepreneurs of Kerala. 

Table 6.3 
Phobia I~dex (Industry-wise) 

Industries Score value* 

Electronics 27.85 

Chemical 29.96 

Food Products 31.82 

Garments 34.02 

Metal 34.48 

Machinery 31.11 

Rubber and Plastics 30.10 

Paper 35.29 

Engineering 30.78 

Wood Products 35.50 

* - Mean Score value 
Source: Based on Sample Survey 

Another way of examining the problem is in terms of wages and its re1a-

tion with phobia. If labour unrest is a specific feature in a region, the general 

wage rate would be pushed up unmatched by productivity increase. This will 

undoubtedly add to phobia among the entrepreneurs in this region. We have 

tried to test this with the help of a firm-wise (cross section) regression analysis 

[Table 6.4] run for the year 1990-'91 using survey data. In the analysis, pho-

bia is taken as the study variable and Money Wage and Index of Unionisation6 

as determinants. The regression results show that among the two, the index of 

unionisation appears to be more significantly (at 1 % level) related than money 



wage (at 5% level) to phobia. 

Table 6.4 
Results of Regression Analysis on Phobia 

(Firm-wise, Cross-section, 1990-'91) 

Study variable 

Phobia 

R2=().H2 

Constant Determinants 

Money Index "I' 

wage Trade unionism 

78.52 2.946** 
(2.91) ( 1.792) 

R2=().70 r=21.5 

* -Significant at I % level 
... - Significant at 5% level 

** - Significant at 10% level 

3.817* 

(2.5OJ ) 

DW = 2.52 
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Our next attempt is to relate the phobia with industrial investment and to 

see whether there is any association between the two variables. This has been 

done with the help of a simple regression relating phobia and rate of change 

of net industrial investment; the latter being taken as the study variable. The 

regression, being run for the year 1990-'91, has used the firm wise data from 

the sample survey. 

The model is give as; 

Y = a+pX +U, 

where Y, being the study variable namely change in net industrial investment, 

X, the phobia and U, the uncertainty factors.? The regression output is given 

in Table 6.5. It has been found that phobia has a highly significant negative 

relationship with (at 1 % level) the net industrial investment in Kerala. 



Table 6.5 
Regression Result of Industrial Investment 

(Firm-wise - Cross section - 1990-'91) 

Study variable Constant Determinants 

Phohia 

Rate of change 98.812 -3.891 * 
of net industrial ( 1.980) (-2.451) 

R2=O.72 iF=0.69 F= 15.53, DW= 2.13 

... Significance at I % level 

... Signilicance at 5% level 
...... Significance at 10% level 
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The empirical analysis attempted here brings out the fact that the high wage 

rates and the high levels of labour unrest which persisted in Kerala's indus-

trial sector (SSI) during the past few decades have created a phobia among the 

entrepreneurs resulting in considerable slow down in industrial investment and 

ultimately causing a deceleration in the manufacturing. The phobia still per-

sists in the industrial sector of Kerala and influences negatively the confidence 

to invest. 

Conclusion 

In this chapter, we have made an attempt to locate an empirical explanation 

to the psychic cost hypothesis in the context of Kerala's small scale industrial 

sector. This has been done with the help of phobia analysis. From the scalo-

gram analysis, very high phobia has been observed with the entrepreneurs of 

the majority of small scale industries in Kerala. We have also prepared a phobia 
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index for the Kerala industries. In the regression analysis of phohia, high wage 

rate and trade union index are noted as significant determinants. Further by 

regressing phobia on investment, a significant negative relation has been noted. 

The emerging inference is that the high phobia, which reflects high psychic cost, 

discourages the investment in Kerala's small scale industries sector. 

Notes and References 

I. Mani Sunil, 1996, 'Economic Liberalisation and Kerala's Industrial Sec­

tor - An Assessment of Investment Opportunities', Economic and PoliticaL 

Weekly, August 24-31. 

2. Psychic cost is operationally defined as the psychological cost incurred 

by the entrepreneurs in investments due to the fear of militancy of trade 

unions and their way of functioning. Here, phobia is taken as an index of 

psychic cost. By phobia, we mean the extreme fear of the industrialists to 

indulge in investment in the manufacturing activities. Due to this fear, the 

entrepreneurs may he reluctant to make further investments. Phohia is USlI­

ally caused by a number of factors; labour unrest and troubled atmosphere 

created by the trade unions, high wages, input scarcity, governmental poli­

cies, environmental factor, etc. Phobia can be rational or irrational. It can 

be based on direct or indirect experience, ie., others' experience. It may 

again be caused due to past experience and need not be due to present expe­

rience only. For instance, the experience of the sixties and seventies about 
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the trade union activities in Kerala might be still lingering in the minds or 

the public. The role of the media for creating phobia may also be noted. 

3. Some studies have reached similar conclusions; Oommen. M. A, 1981, 

'Mobility of Small Scale Entrepreneurs - A Kerala Experience', Indian 

Journal of Industrial Relations, vol, 17, July, Thampy. M. M., 1990, 'Wage 

cost and Kerala's Industrial Stagnation - Study of Organised Small Scale 

Sector', Economic and Political Weekly, Vo!. XXV- No. 37, sept. 15. 

4. International Encyclopedia of Psychology, 1996, Fitzroy Dearborn Pub-

lishers, II Ralhbone Place, London. 

5. The Scalogram Analysis refers to a Scaling technique usually adopted by 

psychologists and social scientists for quantifying certain psychological 

variables that may arise in economic and social problems. Guttman H. 

Louis, 1947, I1w ComeLL Teclllliquesfor Scale and Illtellsity Analysis, Edu-

cational and Psychological Measurement, vo!. VII. 

6. Here the index of unionisation refers to the ratio of man days lost to work-

ers, the same as in Chapter V. 

7. In the phobia analysis, we have taken the rate of change of net industrial 

investment as the indicator of industrial development. For showing invest-

ment, we have taken Fixed Capital. Data regarding fixed capital have been 

obtained from the sample survey. We have standardised the rate of change 

in fixed capital as 

Change in F. C f1K 
-----'=----- or -

F.C K 
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The index is calculated for 10 industries in the small scale sector of Kerala 

(Survey covers only 10 industries) during three years; 1988-' 89, 1989-

'90, 1990-'91. Finally, the average of the indices for three years has been 

taken as the rate of change of net industrial investment. For data regarding 

phohia, wc have lIsed the phohia index from the scalogram analysis. 



CHAPTER VII 

CONCLUSIONS AND POLICY IMPLICATIONS 
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Kerala has been showing an industriaL~~cel~~~!!on __ ~in~~_~~rly sev~nties. It 

is often alleged that Kerala's trade unionism and its way of functioning has a 

significant relationship with its slow industrial growth. It was in this context 

that we attempted this study which seeks to analyse the association between 

trade union activities and industrial growth of Kerala. The exercise has been 

done through the testing of wage-cost hypothesis and psychic cost hypothesis 

in the small scale industries sector in the State. The wage cost hypothesis was 

tested with the help of both industry-wise and firm wise data. An inter-state 

comparison of industry wise data relating to small scale industrial units helped 

us to show that there exists high wages in Kerala's small scale sector. The State 

wise analysis of wages and their share in the value added showed that Kerala's 

industrial sector (SSI) is characterised by highe.r. \Vage cost and lower labour 

productivity. I 

In a time series analysis, it was observed that while average wage per worker 

in the small scale sector is ahead of all India, the value added per worker in 

Kerala was behind the All India average throughout the period of analysis. An 

inter-state comparison of wages and value added per worker brought to light 

that Kerala occuRied ~bjrd'plac~j.n industrial wages. The wages per worker was 

increasing at a greater speed than the value added in Kerala. Again, on the basis 

of inter-state comparison of the cost structure in the small scale sector, we have 

seen that Kerala is a region which accounts for very J1igh labour cost. The share 

of labour cost in Kerala's industrial cost structure appears to b~ very hi~,h when 

compared to all India average and also to many other neighbouring states. 



163 

. For locating the causative factors responsible for the existing high wages 

in Kerala, we have made use of a multiple regression model (time series). In 

the model, it is found that the trade union index and consumer price index are 

significantly related to money wage rate in the case of majority of small scale 

industry groups in the State. It seems that the general level of inflation existing, 

along with the strong trade union activities in the State are mainly causing a hike 

in money wages in the industrial sector of Kerala. 

The firm-wise analysis based on our survey also support the high wage cost 

hypothesis for the small scale industrial sector of Kerala. The industrial wage 

in the state is seen to be higher by 50% ~~_~n that in Tamil Nadu. The reasons 1/'. 

for high wages in Kerala are noted to be the high cost of living and trade union 

pressures. 

Among the reasons for low labour productivity in Kerala, restrictive labour 

practices and work to rule under the protection of trade unions are cited by 

maximum numher of units surveyed. The main reasons for shifting the industrial 

units from Kerala to Tamil Nadu are found to be the high wages and the lack of 

peaceful industrial relations in Kerala.2 

Wage increase is generally considered to be the most important target of 

every trade union. The labour disputes or struggles develop in an industrial con­

cern mainly when the labour organisations clamour for a higher wage. It is true 

that disputes may also occur due to other reasons like retrenchment, personnel 

policy, etc. However, wage is considered as the prime issue around which strug­

gles develop. l-lence in th~ context of Kerala, it will nol be wrong in arguing that 
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the peculiar nature of trade union activities in the State is the most important 

factor behind the industrial disputes which culminate into a hike in earnings. 

We may now relate this argument to the industrial growth of the State. The 

entrepreneur, who is the king pin of every industrial activity, is usually very 

shrewd in taking his decisions. He has to take into account many factors like 

availability of raw materials, infra-structural facilities, availability of funds, etc. 

But one of the most relevant factors seems to be the availability of cheap and 

efficient labour. Based on this logic, the high wages present in the small scale 

industrial sector of Kerala, appear to be retarding the industrial development of 

the State. 

The relationship between trade unionism and industrial development of Ker-

ala is also brought out with the help of the second set of analysis. As we have 

explained in chapter Ill, Kerala is considered as a state having a strong trade 

union tradition. The intensity of unionism and the organisational consciousness 

or the working class in the state arc quite high.Has the increase in number of -" 
trade unions and its membership in Kerala brought forth labour agitations? The 

answer is in the affirmative. The number of disputes and the mandays lost have 

beenQ high in the state especially in the fifties, sixties and the seventies. ' 

It seems that the bitter experience in the past with regard to the industrial 

disputes and the labour unrest in Kerala have shocked the entrepreneurs so that 

they exhibit a negative response to new investments. This has ultimately helped 

in generating a phobia among the entrepreneurs. The quantification of pho-

hia with the help of scalogram analysis has helped LIS in developing a phobia 
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index for the industrial sector of Kerala. It is established that this phobia of the 

entrepreneurs in making investment is still persisting with the industrial sector 

of the State. This ultimately add to what is called a 'psychic cost' incurred by 

the entrepreneurs. 

The difference in entrepreneur's psychic costs and incomes between regions 

are in the ultimate analysis dependent on their perception of a given region's 

secure and steady environment for business. Even if the strict calculus of costs 

and returns may indicate a given region's prospects for a high return due to cheap 

labour, availability of power, capital, etc., the entrepreneur's perception of the 

labour force in the region as militant or trouble makers adds to their psychic cost 

and hence distorts locational decision. 

To sum up, it may be said that the militancy of labour has turned to be a 

specific feature in state's tradition of trade unionism and has resulted in pushing 

up of wages unmatched with productivity increase in Kerala. This together with 

a 'phohia' among enlrepreneurs has acted as major causative ractor responsihle 

for Kerala's industrial backwardness. 

It should be emphasised here that what we have attempted is only a par-

tial explanation for the stagnation in Kerala's industrial sector. There are fac­

tors other than trade union pressures pushing up industrial wages in the state. 

The higher cost of living in the State explained partly by the fact that state 

depends on imports for meeting its daily necessities tends to push up the gen­

eral wage level in the state. The industrial wages cannot he insulated from the 

! 
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general price trend. Secondly, there are factors other than high wage cost and 

psychological costs that have stood in the way of industrial investment in the 

State. Some of these factors have been identified by contemporary studies'.3 

But among these, the high wage costs and the psychological fear (psychic cost) 

among entrepreneurs created by militant trade unions are considered to be the 

sigllilicant ones in retarding industrial investment especially in the small scale 

sector of the State. 

H is true that the labour relations climate in Kerala is showing visible improve­

mcnts recently. But labour unrest remains as a 'stigma' that makes the private 

investment shy away from the State. On this premise, it is only proper for the 

state to reformulate the labour policy that it is congenial to industrial devel­

opment. Also, the visible improvements in the labour relations should reach 

the minds of the entrepreneurs inside and outside the State. Hence it is high 

time, especially in the present liberalisation context, that the government and 

the mcdia of the State take initiative in publishing the Improved state of affairs 

widely and more effectively. 

Notes and References 

I. A similar conclusion has been drawn by Subrahmanian K. K. and Mohanan 

Pillai P., 1994 in Modern SmaLL Industry's in Kerala - A review (~lstructural 

chllnge lIlld growth performance, working paper, Centre for Development 

Studies, Trivandrum, page - 18. 
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2. Similar conclusion has been reached by Oommen M. A., 1981, 'Mobil­

ity of Small Scale Entrepreneurs- A Kerala Experience', ndian Journal of 

Industrial Relations, vol 17, July. 

3. The other main reasons identified by the following contemporary studies 

as the hurdles of industrial development in Kerala are, the high cost of 

land acquisition, and the worsening power situation in the State - See Sub­

rahmanian K.K. and Mohanan Pillai P., 1986, 'Kerala's Industrial Back­

wardness: Exploration of Alternative Hypotheses', Ecollomic and PoliticaL 

Weekely, vol21,No 14, April 5, NandaMohan. v., 1994, 'Recent Trends in 

the Industrial Growth of Kerala' , Kerala's Ecollomy: Performance, Prob­

lems, Prospects, (ed) Prakash B. A., Sage Publications, New Delhi, Mani 

Sunil, 1996, 'Economic Liberalisation and Kerala's Industrial Sector- An 

Assessment of Investment Opportunities', Economic and Political Weekly, 

August, 24-31. 
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