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INDUSTRIAL DISTRIBUTION OF WORKING FORCE IN KERALA

Introduction

Economic development brings about, with rising nationail
product and income per capita, certain broad changes in the
structure of production and industria; distribution of the working
force. It has long been recognised that owing to differences in
income elasticity of demand for different groups of goods .and
services, increase in per capita ineome leads to.increased demand
for manufaetured products and services of various kinds compared
to agricultural products like food. Colin Clark in his' elassic
work has brought out "the most important concomitant of economic
progress, namely the movement of population from agriculturg to
manufacture and from ﬁanufacture to aommerce and services"l
Making a éross section analysis of the data for a large
number of countries, Colin Clark has demonstrated the yalidity
of what he describes as "Sir William Petty's law”, viz,, that
with economic develoﬁment, the proportion of the working force
in primary production diminishes and, obversly, the proportion
in Secondary and Tertiary sectors'inereases. The analysis of the
time series data for different countries also yields broadly
similar results. Simon Kuznets, pursuing this question on a more

ambitious scale and with more refined tectinique of analysis, has

e

1. Colin Clark, "The conditions of Economic Progress", Mcmillan
and Company Limited, London, 1951, p.395.
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come out with similar results.2 The results of both the cross-
section analysis and time series analysis which he has carried onut
substantiate the hyﬁothesis that with cconomic development and
rising income per capita, the proportion of workers in agriculture
and allied activities fal;s markedly, and those in manufacturing
industrices and services rise correspondingly; these findings are

broadly similar to those brought out earlier by Celin Clark,

T. Empirical Verification of Clark-Fisher Hypothesis

Jayasankar Krishnamurty has attempted to verify the above
hypothesis regarding the relationship between per capita inéome
and sectoral distribution of werking force with réference to Indiaq
Union and the States.3 He has carried out both a cross-section
and time series-analysis on the basis of which he concludes that
there is a close association between per cdpita income and sectoral
distribution of workers in different states invIndia, in consonance
with the Clarii-Fisher hypothesis. Wec¢ shall now review'briefly
the method and findings of Krishnamurty, as they have considerable

bearing on the situation in Kerala.

(a) Cross-section view

Firstly, let us take the cross-seation view. The analysis
is confined to male workers oniy. The techniqus of analysis used

by him is the ‘'association method'. Xrishnamurty has put in

2. Simon Kuznets, Economic Growth of Nations' - Totzl Output and
Production Structuare, Harward University Press, Camnbridge, (Masq

1971 .

3. Jevasankar Krishnamurty, The Industrial Distribution of

tne
Working Force in India 1901-1961: A Study of Selected Asvectis.
Unpublished Ph,D. Thesis submitted to the University of Delhi. i



juxtaposition the 1960-61 per capita income in differcnt states
{as estimated by the National Council of Applied Econowmic Research
and published in their Distribution of National Income by States,
1960-61) and the percentage distribution of male workers in different
activities. The States are divided into two groups on tﬁe basis of
per capita income, Group A and Group 3. The ha;ie of this division
is not clear; Kerala is included in Group A, i.e., States with
higher per capita income, though Kerala is at the bottom of this
1ist and the Statc income per capita in 1960-61 is below the national
income per capita.

The following are the main findings of Krishnamurty:
(a) tuc proportion of male workers in "Agriculture", that is,
"cultivators", plus "Agricultﬁral Labourers", to total male working
force is lower in group A states than in Group B states; Group ..
ctates hA'e»a lower range of percentage share than the Grouw B States.
The lowest valuc of tne proportion of workers in "Agriculturc? in
Gronp B states is highexr than the highest value in Grmuxl§states.
(b) In the case of "Manufacturing", "Trage aad Ccermmerce", "Trancpcort,
Storize and Communications” and "ot?er secvines", the parcentoage
shar~ ¢f workers is positively associz’ad wilh the per capita incore,
since in each &f these branches of activity the ‘owest percen:.age
share in Group A states is higher thar. the highest percentage sharc
in Group B States. (c¢) In the remaining activities, i.c.,
"Electricity, Gas, Water Subply and Sanitary Services" and "Coast-u-
ction", there is no positive agsociatio" betwecn ner capita income

and p2rcentage share 2f workers. Though th= mean values ~f the



proportion of w?rke:s in these nctivitics awre higher in Group A
states, the ranges are overlapping.q "We may therefore conclude
thuat per capita income is positively associated with the shires of
"Manufacturing" and "Services" and negatively with the share of
"agriculture” (including allied activities). T is is consistent
with the Clark-+isher hypothesis which hnldsf%g an economy grows,
there is 1 shift of workers [rom agriculture to manufactuing and
services. The Clark-Fisher hypothesis would therefore suggest that
the shzares of manufacturing and services would be higher and th :t o
Agriculture lower in relatively advanced compuared to relatively bad

wards St .tes."5

It needs, however, to be pointed out that Kerala which hg
the lowest per capita income among Group A Stntes has also the low{
proportion of male workers engaged in agriculture and allied activi
among all the States. Tt -remains to be explained why the shnre QP
sector in total 1labour force in Kernala dis significantly lower than
thnt in Mahrrashtra, West Bengnl and Punjab whére the per capitn iﬂ
is substantially higher. At equally indigestible lump in the aboves
formul ition is tiu t the share of the Services sector in Keraln is °
out of all proportion to the level of per capita income here. The
percent age of male workers in Trade and Commerce, Tr-msport, Stor7i
and Communic ‘tions, and other Services to total m-le workers in t%
State is the aishest in Kgrala, viz., 26.5 porcent, as against 19W
per cent in Maharashtra, 2!.9 percent in West Bengal ad 16.3 per}
in Punjab, the threc hizghest per capita income States. In other
words, the tertiiry secior in Kcrala accounts for a higher proporﬂ

of workers than warranted by tho

4. Tbid, P.150; 5. Ibid. P.151.



level of economic development mecasured in terms of the estimated
per cépita income of the state. To this question we shall return

later.

(b) Time Series analysis

Next we shall examine the time series analysis which Xrishna-
murty nas attempted. He has presented the changes in different
activities in the total male working force in different Sfates over
the decade 1951-1961. In the country as a whole, — after allowance
is made for probable under-cnumeration of unpaid family workers in
agriculture, especialiy in a few Southern States, -~ the share of
Agriculture in the working force declined between 1951 and 1961,
nough the decline was not significant. In a few States such as
Rajasthan, Gujarat, Uttar Pradesh, Assam and Orissa, the share of
this soctor in the total working force registered an increase while
in others it declined. The decline in the proportioh of workers
in Agriculture to total working force came to 8,7 percentage points

: points
in Bihar, 5.6 percentage points in Kerala, 3.7 percentage/in Punjab,
1.9 percentage points in MadhwxPradesh, 1.5 percentage points in
Maharashtra and 1.4 percentage points in Andhra Pradesh as against
1.3 percentage points for India as a whole.6 The differential trends
in the proportion of wbrkers in agriculture to total working forcc
are explained by krishnamurgy in terms of differential rates of

growth of agricultural output in different states.

6. Ibid, Table 4.3 p.112
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He observes:

"There appears to be an interesting relationship between
the rates of growth of* agricultural output in the
different States and the changes in the percentage of
working force in 'Agriculture! over the period 1951-61.
By and large, States with agricultural growth rates
above 2.5 per cent per annum ¢xperienced decline in
the relative sharc of 'Agriculture' in the working
force, while States with crowth rates below 2.5 per
cent per annum cxperienced increase in the relative
share of 'Agriculture' in the work force'7

Krishnamurty explains the relationship between changes in
agricultural output and the share of 'Agriculture! in the working
force as follows:

"Rising levels of agricultural output usually lead to
rising incomes and as income rise, not only does
consumption rise, but the pattern of consumption may
also change. A rising demand for noneagricultural
products would stimulate their production, and greater
availability of food and raw materials from agricultural
seotor may facilitate increnased production. A rise
in agricultural output would then be a part of the
process of expansion in both the asricultural and
non-agricultural sector......¢.es....... Higher
levels of agricultural output might increase marketed
surplus, creating more work in that State in trade
and commerce and tramnsport, storage and communic ations
and other services — not merely in tramsport, sale,
etc. of agricultural products, but-also in handling
of the reverse flow of manufactured goods. Finally,
we should remember that the iMcreased purchase of
durable goods in rural areas may createa whole range
of repair and maintenance facilities within the
State itself.e.seccevsnceares

"What is being suzgested is that rapid agricultural
growth in one region could lead to a large increase
in employment opportunities in non-agriculture in
the same region. So the decline in the share of
"Agriculture" in the working force in.States where
agricultural output has grown by 2,5 percent or
more. per annum, could reflect increased employ-
ment in "Manufacturing" and Y"Services" in that

7. Ibid. P.111



State itself. Of coursa, somc part of the effect of
the incrcased demand m2y be exported to other States
or even go into the purchase of imports“.8

The above propositions are but an alternative version of
the generalisation ecariier rc¢ferrcd to as Clark-Fisher hypothoesis,
Vii;, that as a region's economy grows with attendant increase in
national and per capita income, the share of agriculture and allied
activities in total workins force declines while that in nom-
agricultural activities increasscs. At the same time, should a
moderate rate of growth in ;;tacultural output, say, 2.5 per cent,
nepéssarily led to a decline in the proportion of workers engaged
in egriculturé and allied activities? An dincrcase in growth in
agricultural output would conceivably be accompanied by stagnation
in mangfacturing, so that the national income per capita does not
rise by the same extent as growth rate in agricultural output, or
remains at the samoe level as before, or even registers a decline,
In the cvent of :ny of these, the impact of a modérate rate of
growth of output in agriculture on employment opportunities outside
agriculture eould be ncgligible or negafive. On the other hand,
a-rise in the_ouéput of agriéglture may be the raosult qf introduction
of new technology which is more labour-intensive 8o that employment
within agriculturé increases, though thce oppositce, -viz., labour-
diéplncing technology, is also possible, " 4 more rclevant or mean-

vie '

ingful variable :in this connection would be growth of national and

per capita inéome. Presumably, Krishnamurty has used this wvariable

8. Ibid. Pp.114-115



for want of data on growth of raegional income and per capita income'
in different states, but the relationship he has attempted to Eng
out is coxtremely tonuous.

Another sct of dquestions arising [from this analysis may also
be mentioned in pussing. What is the sanctity of the critical valu
of 2.5 per cent? Is it implied that 2.5 per cent ratc of growth of
agriculiural output is adequate enough to stimulate expansion in
other scctors and draw workers awny from agriculture? If gross
ngricultural output grew at the rate of 2.5 per cent, and givén
the rate of growth of populaition during the decade under review,
wogld not the rate of growth of per capita cutput in agriculture
b 50 nesgligible as to make very little impact on incowme and con-
sumption of the vast mjority of the population? Given the year
to year fluctuntions in agricultural output in this country, would
n linenr growth of output of 2.5 por cent or so pcr annum call for
2l1l the chain sacquences cenvisagaed by the zuthor?

Lct us now proceed to examine the facts. The Table preseny
ing the growth rate of agriculture nnd percuentage shava dia tha tof

working force in different states is reproduced bulow.(h.1h.)

Table 1 Rate of Growth ol Agricaltural OQutput and Share of
Agriculture in tie Work Force 1951 and i961 -
Statewise
LA SETAALLE T

Rate of growth Percentage share of agri- Absglutu r

State agricultural out- culture in the work force in % sa"rao

ates put (% per annum) (Malcs only) betwzcn 19

1951 1961 and 1961 |
1. Punjab 5.14 57 .4 63.7 -3.7
2. haebnadah L.07 77.3 75 .4 -1.9
3. Rajnsthan .20 71.8 73.9 2.1
4, Kerala 4,08 57.0 45.4 -5.6
5. Gujarat .53 5¢.7 64 .1 4.4
6. Maharashtra 3.07 61 .7 60.2 -1.5
7. Pihar 2,42 84.9 76.2 ~8.7
€. Ubttar Pradesh 2,20 74 .0 757 1.7
5. Assam 1,24 69.3 70.6 1.3
10. Orissa 1.05 79.2 81.7 25
11. W. Beaga 0.21 54 .0 56.3 2.3
12. Mndras 5.12 60,7 61 .1 0.4
13. Andhra Pradesh 3.05 A7 .1 65.7 AWk

14, Mysorc 4 .36 68.6 68.6 o

INDIA 3.57 69.3 68.0 1,3

-+ WA B 112



There are certain obvious incongruities in the relation between
the rate of growth of égriculturai output and decline in the
proportion of workers in agriculture between 1951 and 1961 The
interesting reiﬁtionship involved is that, by and large, States
with agricultural growth rates above 2.5 per cent per annum
experienced decline in fhe relative share of agriculture in the
working force.

States like Madras, Andhra Pradesh, Mysore, Gujarat and
Rajasthan do not fit into the pattern expounded by the author.
But three southern.States arc treated as a separate class by
itself, and the departure from the general pattern is explained
away by an assumed underenumeration of’househo}d workers in agri-
Qulture. But in the casc of Gujarat, the author throws up his
hand in despair.9 On the other hand, the highest fall in the
proportion of workers in agriéﬁlture in the intereensal period is
recorded in the case of Bihar where rate of growth of agricultural
" output.is slightly lower than the magic figdfé of:%.5 per cent.
in seven States, viz., Madras, Punjab, Gujarat, Mysore, Rajasthan,

N

Kerala and Madhya Pradesh, the annual rafe of ‘growth of agricultural
output cxceeded the national average of 3.57 per cent; of these
only in three States — Punjab, Madhya Pradesh and Kerala — a
decline in the proportion of worker§ in agriculfure w1s recoxrded,
and in the otner three Statés was a rise in the proportion and in

one State the proportion in 1961 remainad the same as in 1951 !

9 Ibid, p.113.
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(c¢) Secular Trend

Finally, Krisanamurty examines the secular trend in the
sectoral distribution of the working force. The analysis covers
male workers and the period, 1911-1961. He prefers 1911 to 1901
as the injtial period for "there is nadcquate reason to believe thal
1911 was farily normal year and that the 1911 census an effective
one"10 The percentage distribution of the male working force in
the different States among three sentors, Agriculture including
allied activities, Mnnufacturing, and Services which include
electricity, gas and water, trade ~mnd commerce, transport, storage
and communicnations, and other services is built up for a span of
fifty years from 1911.11 The main findings are as follows:

(a) It is only in 6 out of the 14 States ‘sustaincd 6hanges in the
distribution of working force ore discernible, the States being
Kerala, Madras, Mauarashtra, 0ris§a, Rajasthan and West Bengal.
In the remaining 8 States, viz., ‘Andhra Pradesh, Assam, Bihar,
Gujaraf, Madhya Pradesh, Mysore, Punjnb, =d Uttar Pradesh, no
long-term trend in the distributien of workers bhetween the thrce
major categories is discernibleo. ‘(b) Out of the six States in
which there are long-term trends, in four, viz., Kerala, Madras,
Maharashtra, and West Bcengal, there is a decline in the share of
"jgriculture” and a rise in.the share of "Manufacturing" and
"Services", while in Rajasthan and Crissa there is the opposite

trend, that is, a rising sharc of "Agriculture" and falling share

of "Services"l2

11, Ibid, Table 6.1, The Perccntage Distribution of the Working
Force 1911-61: The Indian Union and the States, pp.152-183.

12. Ibid. P.181
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Krishnamurty proceeds to relate these long-term trends with
the.resulfs of the cross-seétion analysis rcferred to earlier. It
may Se recalled that in tﬁe Group A, higher per capita income,
States,'"Agriéulture“ had a lower share and "Manufacturing" and
"Services" a highoer share of the working férce than the correspond-
ing proportions in Group B, lower per capita income, States.

In four out of the six Group A States, viz., Maharashtra, West
Bengal, iMadras and Keralé there is a2 shift away from agriculture,
the share of workers in agriculture falling by 6.2, 9.2, 9.1 and
10.2 percentage points respectively over 191121961, 1In the above
four States, the share of both Manufacturing and Services in the
working force registered an increase, In the other two Groups A
States, Punjab and Gujarat, té; share of Agriculture increased,
though slightly, and the shares of Manufacturing and Services
deercased a bit. In most of the Group B S_t'ates, one observes a

higher share of agriculture in 1961 compared to 1911, but only two

States show any clear trend.

True there is some association between per capita income
level and indusfrial distribution of workiné force, But can we
expect, as Krishnamurty scems to do, any relation bet;een per capita
income during a single year, 1960-61, and the sectoral distribution
of workers ovcr half a century? A comparison of the rate of growth
of agricultural output in different States during 1951-61 with
changes in the industrial Aistribution over 1911-61 should have
been analytically less objectionnble than the procedure adopted by
the author. Therefore, the assocination which is observed by the

author between per eapita income levels in 1960-61 and changes in
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the industrial distribution of workers during 1911-61 is apt to be

more statisticdal and illusory than based on any causal relationship

(d) rocus on Kerala

Coming to'the particulnr.case of Kerala, Krishnamurty obsery
"A remarkably low proportion eﬁéaged in tAgriculture! marks out
Keraln as a State worthfurther study.‘ It is a State which through
out the period has had a lower share of 'Agriédlture' in working
force than the rest of Indian Union and this share has itself

tended to fall over the period while the share of 'Manufacturing

13

and 'Services! tonded to risq“ It ié'argued that her unique
resource jendowments such a8 forests and fisheries, and agro-climaﬂ
conditiome favduring the cultivation of pidntation crops, etc.,
st;mulatud the growth of processing industries, foreign trnde, nnd
a varicty of service activities, thoroby expanding employment
Opporbun%tieh outsidea Sr agri.ultnre.1a I'hus, the decline in the
proportion of workers in agrieulture is induced by the growth 6f
manufacturing, tradd and commerce, transport and communication,

nd other services nceded by the industrialisation of the state

and commercialisation of her agriculture,

ITI. An Altcrnative Appraoch

We shall argue that in Kerala neither the share of agricult
in total working forcc is too low nor the share of manufacturing

too high. On the other hand, a remarkably high proportion of thJ

13. Ibid.,P.205
14, Ibid.,Pp.206-211
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working force in the services sector marks out Kerala froﬁ the

rest of India. Colin Clark and PFisher associated a high proportion
of workers in the tertiary sector with high real income per capita.
According to Colin Clark:

" Studying economic progress in relation to the economic
structure of different countries, we find a very firmly
established generalisation that a high average level of
real income per head is always associated with a high
proportion of the woerking population engaged in tertiary
industries.......¢« LOoWw recal incomec per head is always
associated with a low proportion of the working population
engaged in tertiary production and a high percentage in
primary production, culminating in China, where 75-8C
per cent of the populatian are primary producers. High
average real income per head compels a large proportion
of producers to engage in tertiary production'.

Fisher had observed that "the shifts of employment towards

sccondary and tertiary ppoduction revealed by the census are the

15

inescapable reflection of economic prograss".,

«

The share of the

servicz2s sector in the total working force in Kerala is higher

than warranted.ﬁy the Clark-Fisher hypothesis. And it is this

phenomcnon that calls for an explanations
() Formulnation of the Problem

(i) In the first place, Lhu share of agricrnlture in total

working force in Kerala is not very low, True, agriculture's share
of total workers in ¥erala is much lower than.the‘all-India average;

but this is not saying much, for India is an underdeveloped country

characterised by a high propcrtion of workers engaged in agriculture

15. Quoted by P.T. Bouer and B.S. Yamay, "ECUhomic Progress and
Occupational Distribution", The ZTconomic Journal, December 1951,

p-T47.
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and allied activities., As noted before, agriculture and allied
activities accounted for 55 ber cent of total male workers in
Kerala in 1961. If the total working force, including femalo
workers also, is comsidered, the share of agriculture in 1961
would work out to 46.90 per cent.16 The corresponding proportion
the share of the A(Agriculture) sector, in some of the presently

developed countries is given below:

Table 2 The Share of Agriculture in Total Working Force
in Selected Countrics

Percent of workers in the A Sector Absolute Charge

Country  Tritial period Terminal Period (%age points)
Great Britain 1801 /11 34 .4 1961 3.7 -16.0
"Franca 1856 52.7 1962 20.0 -31.7
Belgium 1846 50.9 1964 5.9 45,0
Netherlands 1849 5.3 1960 11.0 =34 .4
Germany 1852/58 54 .1 1964 11.3 -32.,9
swltzerland 1880 42,2 1960 11.2 -31,2
Denmark 1874-75 51,1 1960 17.8 , -25,3
Norway 1865 63.7 1960 19,6 -30.5
Sweden 1860 64.0 1960 13.8 -50.2
Finland 1880 71.2 1960 35.6 =35.6
ITtaly 1861 /71 57.5 1964 25.2 -33.2
Japan 1872 85.8 1920 54.6 -31.2
Canada 1871 © 52.9 1964 27.6 -27.0
United States 1839 64,3 1965 5.7 =15.7
Australia 1901 33.0 1961 11 .1 -27.6
New Zealand 1896 37.0 1961 14,5 -55.9

Simon Kuznets, Economic Growth of Nations, op.cit. Table 38,
PP.250-253.

It may be noted that the proportion of workers in agricult

to totalworkers in Kerala in 1961, viz.,h7 per coent’, was gs high 3

16. Census of India 1961, Vol.VII, General Report P.446
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or even higher than, the corresponding proportion in many of the
prescnt day developed countries before they entered the phase of
modarn economic growth. Comparison with other States in India,
on the basis of which it is asserted that Kerala has a remarkably
low proportion of workers in agriculture, is misleading. A better
perspective is.gaincd when thce share of agriculture in total working
force in Kerala is viewed in juxtaposition with the situation in
developed countries in their pre-take-off stage. When this is done,
we are led to the conclusion that the proportion of workers in
agriculture in Kerala is not too low after all..

(i1) The fall in agriculture's share of total workers in
Kerala over the decades may be censidered next. The rate of decline
in Kerala happens to be higher than that in all other States in India.
The following Table gives the propor£ion of male workers engaged in
agriculture and allied activities in different States dufing the

period 1911-1951,

Table 3 Propprtion of Male Workers in Agriculture and
Allied Activities, 1911-1961

Percentage of . workers in Agriculture and allid

State activities
1911 1921 1931 1951 1961
Andhra Pradesh 69.4 70.7 66.0 70.0 72.2
Assam 87.8 88.8 87 .4 82.2 85.5
Bihar 84 .1 86 .4 87.0 85.6 79.5
Gujarat 65.9 65.4 67.7 62.9 67.3
Kerala 6507 6300 60-3 57.5 5500
Madhya Fradesh 75.6 78.2 80.1 79.3 78.8
Madras 73.6 74 .1 72 .1 63.3 64 .5
Maharashtra 70.7 69.4 70.0 63.3 64.5
Mysore 74 .0 72.2 82,6 71.0 73.4
Orissa 81 .1 82,2 83.3 71 .2 84 .2
Punjab 62.2 63.8 66 .3 68 .7 66 .6
Rajasthan 65.3 65.7 69.1 75.0 78 .4
Uttar ‘Pradesh 77 .2 79.8 .78.0 75 .4 77 U
West Bengal 68.7 68.7 67.9 57 .2 59.5
India 73.6 Th L 4.0 717 71T

P2

Source: The Industrial Distribution of the Working Force in Indi=n
op.cit., Table 6.1, pp.182.183
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Judged in terms of the long period involved, viz., half a
country, or cohpared with the decline of agriculturet!'s share in
total working force in the advanced countries over a comparable
period, the decline in Kerala is not very impressive. In the
developed countries, the share of agriculture is seen to haVQ

\
registered a decline ranging from 16 perccntage points in Great
Britain to 56 per centage points in the U.S.A. But as noted earlieﬂ
the share of this.sector had already de¢clined to‘arouhd 50 per cent
even before these countries entercd the era of modern economic
growth, Against this backdrop, the fall in agriculture's share of
working fofce in Kerala, viz., 11 percentage points, is not very
substantial though a comparison with the trends in her sister Statef

gives a contrary, but misleanding, impression.

(1ii) The proportion of workers in manufacturing industries
to totai workers in Kerala in 1961 came to a little over 18 per
cent as against all India average of 11 per cent. As mentioned
garliexy, this is the highest among all States in India, The
proportion of male workers i; hénufacturing indgstries to total
male workers in Kerala has been estimated at 14 .6 per cent as
against 10.1 per cent for the country as a whole.17. The corres-
ponding proportion of Maharashtra,IWCst Bengal and Madras, which
also had comparatively high figures, was 14,7, 15.1 and 13.7 per

cent respectively, Kerala had a significantly:higher'proportion

of male workers in manufdcturing than in all other states, except

17. Industrial Distribution of Working Foce in India, op.cit,
"Tahle 5.4-p.156. '
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West Benzal and Maharashtra; e¢ven in the case of these two States,
the diffzrence was just marginal. Here again, comparison with

other states in India gives a false impression, viz:, that Kceraln
has recached a fairly bhigh level of industrialisation, which is not
raally true as we find on & closer sacrutiny. As Kuznets has shown,
alrc st all the presently developed countries had a higher proportion
of workers- in manufacturing before they entered the phase of modern
gconomic growth, Th<e share of- manufacturing in selcected countries
is given in Table 4.

Table 4 Share of ianufacturing in Total Working Force
(Adjusted) in Selected Countries

Percentage of workers

Country Period in Manufacturing
Great Britain 1851 /61 4o.6
rance 1856 23.0
Belgium 1846 32,6
Netherlopds 1849 21.5
Garmany 1882 29.4
Norway 1920 23.9
Italy 1936 22.9
Japan 1920 19.2

U.S.A. 1969/79 18.2

Kuznets, Economic Growth of Nations, op.cit, Table 39,Pp.259-260

Thus, the proportion of workers in manufacturing in sme
of the above countries by the'ﬁiddle of the last century ecxceeded
the proportion in Kerala as o? 1961. Viewed against this background,
by no stretch of imagination ?an one say that Kerala has even
started on the road to industrialisation nor that the share of

mmufacturing in the working feorce was any high in this State.
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(iv) Certain economic activities like mining and quarrying,
construction of buildings, electricity, gas and water supply,
transport and communication are closely related to manufacturing.
Hence the convention of grouping manufacturing with these allied
activities, as adopted by Kuznets under the rubric I sector, which
is broadly similai to Colin Ciark's secondary sector. The proportig
of' total working force engaged in the I sector in Kerala would work
out to 22,47 per vent in 1961, Of this, manufacturing accounts for
18.08 per cent; mining and quarrying, O.42 per cent; construction,
presumably including electricity, sas and water supply, 1.26 per cef
and transport and communication, 2.71 per cent. As against this, th
shiawre of the I sector for the country as a whole comes to 13.77 per
cent only., The share of all the subdivisions, except mining and
auarrying, which undeﬁstanda@ly has a slightly lower share, in totaj
:working force are highler in Kerala than the national average, Howe{
?1et us compare the relative size of the I sector in Kerala with the

.same in some other countries.

“Table 5 The Sharc of the I sector in Total Working
Force in Sclected Countries
Country Percent of workers in the I Sector
Tnitial period Terminal period
Great Britain 1801 /11 30.0 1961 55.0
France 1856 28.5 1962 43.6
Belgium 1846 37.1 1964 52.4
Netherlands 1849 29.4 1960 50.5
Germany 1852/58 26 .8 1964* 54 .6
Switzerland 1880 45.5 1960 55.9
Norway 1865 19,9 1960 48.6
Sweeden 1880 18.8 1960 5267
Finland 1861 /71 25,8 1964 46 .4
Itlay 1911 37 4 1965 41 .1
Canada 1839 16.2 1869/79  29.0
UG.S.A. 1869/79 29.0 1965 38.0
Australia 1901 33.9 1961 48.9
New Zealand 1896 4.5 1961 L6.8

Source: Economic Growth of Nations,

op.cit. pp.250-252

* Federal Republic of Germany.
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In the céuntries listed above, manufacturing accounted for
-~ lion's share of tue working force in the I sector both in the
‘nitial period and in the terminal period. it has already been
noted that the share of manufacturing in working force in the above
menticred couvntirics in the initial period was higher than that in

¥erala in 1961. “The chare of the I sector in most of the above

©
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cnvries was highej cven in the initial period than the correspord-
ing proportion in Kerala to-day.

Further, i% may be mentioned that the shares of thé sﬁb-
civisions lilke cons?ruction, transport and communication, eléctricity,
gas and water suppiy ware highrer inthe initial period than the
respective shares in Kerala in 1961. For instance, construction
accounted for A.7 per cent of total workers in Great Britain in
185:-61, 5 per cent in France in 1856, 2.6 per cent in Belgium in
‘846, 5.9 per cent in Netherlands in 1849, 6.4 per cent in Germany
in 1882, otec, Similarly, transport and communication, e¢lectricty,
ges ard water zbscrbed 5.4 per cent of total workers in Great Britain,

~.7 ver cent in letherlands, 2,9 per cent in Germany and so on

d\;rL.c PR T L Yy 18 A et = a-e | Mg

corresponding proportion in Xerala in 1961 were 1.21 per cent and

2,71 per cent recpectively,

(v) The share of the S sector, comprising 'Trade and Conmerce'!
and “"Other services", the industrial cntegories number VII and IX,

S the total working force in Kerala came to aﬁaut 31 per cent, as

18, Economic Growth of Nétioﬁp, op.cit, Table 39. Pp.259-60.



against 14.43 per cent for the countfy as a whole. The proportion

of workers in this sector in da.fferent Statés is given in Table 5

below:
Table‘é Share of the Service Sector in Total Working
Force in different States (1961)
State Percent of workers in the sector
Andhra Pradesh 13.56
Assam 11.85
Bihar 10.30
Gujarat - 14 .44
Jamma~-Kashmir 11 .51
Kerala 30.99
Madhya Pradesh 8.87
Mysore Akga*{ d73127 13.02
Orissa 15432
Punjab 18.55
Rajasthan 10,09
Uttar Pradesh 13.07
West Bengal 20,91
All India 14.43

Estimated from Census of India 1961, Paper No.l of 1962, op.cit.

It is noted that the proportion of workers in the services
sector in Kerala is more than twice the average for the country as
a whole., Further, even in West Bengal and Madras, which come
next to Kerala, the proportion of workers in the services secta
is only about two-thirds of that in Xerala. In this respect, the
difference between Kerala and ;ther states is not a maiter of degre
but of kind.

Significantly enough, the proportion 6f workers in the S sec

\

in Kerala is considerably above the same in most of the developed

countries of to-day on the eve of their entry into the era of moder



=21~

economic growth. Further, the share of the scrvices sector in total
working force in Kerala in 1961 is not far below the corresponding
proportion in the developed countries in recent periods. This may

be sezn from Table 6 below:

TableY¥ °~ Sharc of the Service Sector in Total Working
Force in Selected Countries

Proportion c¢f workers in the S sector

Country Initial period Percent Terminal period percent
Great Britain 1801 /11 35,6 1961 41.3
France 1856 19.8 1962 36 .4
Belgzium 1846 12.0 1964 1,7
Netherland 1849 25.2 1960 38.5
Germany 1852/58 19.1 1964 34 .1
Switzerland 1880 12.1 1960 32,9
Denmark 1911 27.5 1860 37 .7
Norway 1865 15.4 1960 31 .8
Sweeden 1860 17.2 1960 33.5
Finland 1880 1545 1960 26 .5

CItaly 1861 /71 16.7 1964 28,14
Japan - 1972 8.6 1964 35.0
Canada 1911 25.5 1965 494
U.S.4. 1839 19.5 1965 56.3
australia 1901 33.1 1961 LC.0
New Zenaland 1896 28.5 1961 38.7

Economic Srowth of Natiormns, op.cit.,pp.250-252

It méy be recalled that the'propo%tion of workers in the
A sector in Kerala in 1961 Qns as high as the same in the devcloped
countries on the eve of their entry into the era of modern econcmic
growth. On the otherhand, tue proportion of workérs iﬁ:the I scetor
in K%raln in 1961 was lower than the corresponding proportion in the
developed countrics a century or so before. a8 against thase, the

share of the S8 sector in Kernla in 1961 was higher than that in the
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developed countries during the initial period in the 19th century,

and is not very much below the proportion in most of the developed

countries for a recent period.

phenomenon.

This strikes one as

a curious

According to the analysis cf cross-section shares in labour

force in fifty nine selected countries carried out by Kuznets, the

share of the $ sector rises steadily with per capita income., The

results are summariéed in Table 7

Table ﬂ

elow:

Share of Production Sectors in Labour Force,

fifty

nine countries ‘grouped by 1958 GDP_per capita

about 1960

Groups of countrigs in increasing order of 1958 GDP per c¢

I 1T IIY Iv Vv VI VII VIiil
"Nuwnber of
‘countries 5 18 6 6 6 6
GDP per )
capita $ 72.3 107 147 218 382 588 999 15@
Shares of
Menor Sectors
[‘L 7907 63.9 6602 5906 3708 21 08 1809 110
I 9.9 15,2 16.0 20.1 30.2 Lo.9 L7.2 L8,
S 10.4 20.9 17.8 20.3 32,0 37 .3 33.0 4o,
Subdivisions
of I )
Mining and
quarrying 1.2 0.9 1.1 1.2 0.8 1.5 1.4
t".mufacturing 507 [ 9.0 11 .6 17.1"' 2’"’ 02 29.3 29.1
Construction 1.l 2.9 2.8 3.9 6.0 8.5 8.3 8.5
Blectricity, . .
g8, water 0.2 005 0.6 Ool'l' Co9 1 oh 008 101‘
Transport,
stormeze and
communication 1.4 3.1 2.7 3.1 4,7 6.0 7.3 7.5
Subdivisions
of S :
Comnierce L.7 5.9 8.4 7.4 11.8 14,5 13,7 17.8
Services 5.7 14.0 9.4 12.9 20,2 22.8 20.2 22.5

Economic Growth of Nations, op.cit. Table 28, p.200
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The share of the S sector in Kerala, viz., 31 per cent of the
working force, corresponds, to the proportion of Group V countriecs
with in average per capita GDP of $382 in 1960. The share of the
I sector for this group of countries is, on the average; 30 per cent
of total workers, as against 22 per cent'in Kerala. The proportion
of total workers in the A sector, on the otherhand, viz., 38 peor

cent, is considerably lower than that in Kerala, viz., 47 per cent.

In 1960-61, the per capita income of Kerala was estimated at
E.255.06 which at the then prevailing exchange fate would work out
to less than $70. The share of the S ééctor in the Group I eountries
with pe} capité GbPlof $72.3 on the average waﬁ only 10.4 per cent
of the total Qorking force. aAssuming that there.was.a'downward bias
in the estimate of Sfafe income, ;till it would‘ﬁot be as high =as
that of Group II COuﬂtries._’éven for these cpuntries, the share f
the S sector was only about 21 per cent. As against this, the sihare
of the S sector in Kérala came to 31_per‘cent.‘ Theréfore, we conclude
that Kerala has a far higher.share'of-Qorkers in the services sector

than found in countries with comparable level of econemic development.

(b) An Alternative Hypothesis

Bauer and Yamey have questioned the‘validity of the Clark-
Fisher hypothesis concerning the relation between the sbharc of the
tertiary sector in working force and per capita real income., According
to them there is neither a sound analytical basis nor a étrong empirical
foundation for the generalisation of Clark and Fisher. On the one hand,
there is no a priori reason to believe that as real income per capita

increases, a greater proportion of income will be spent on products
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of tertiary <activities; on the other hand, in countrics at an carly

stage of development, a large proportion of labour may be involved

in tertiary activities.

Kuznets also points out the possibility of a large propocrtiof

of the working force in low income countries being engaged in servid

activities.

"The pressure of population om land and the surplus
labour force in the less developed countries may
mean a movement into service activities since some
of them demand 1little capital and yet provide some
modicum of living (peddling, cart transport, personal
services of various description) and since the
employment of this surplus in the M sector is
inhibited partly by capital scarcity and partly by
competition of the M sector in the more developed
countries"19 '

Kuznets proceeds to elaborate this theme:

the

" In the developed countries, a rise in the share of
the 5 sector in the labour force may be viewed as
due largely to demand originating because of a shift
toward morce highly productive organisation in the
A and M sectors and is, in a sense, necessary for the
latter. In other words, the shift of the labour
force toward the S scector is an indispensable con-
comitant of the movement toward higher productivity
levels throughout the cconomy. In the less developed
countries, therc may be long periods of rise in
the sharc of the S scctor in the labour force, not
because it is a necessary complement to increasingly
higher levels of technology and productivity in the
A and M scctors, but alse because population pressure
on 1land and limitations of employment opportunities
in the M sector drive the surplus labour into iow-
paid service activities"20

The situation in Kerala seems to be n.copy book version of

foregoing hypothesis.

19,

20.

ﬂ\,‘.v\w
Sipdlaxr Kuznets, Six Lectures on Economic Growth, The Free
Press of Glencsa, Illinois, 1959, p.61

Ibid. p.63, see also Economic Growth of Nations, op.cit., p.226
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(c) Empirical Evidence

In the course of the present century the population of Kerala
has more than doubled. Per capita area of cultivable land has shrunk
from 0.61 hectare in 190{ to 0.23 hectare in 1961 ; by 1966-67 it wés
further reduced to C.11 hectare, as aga?nst 0.29 hectare for.the
country as a whole. _Ambng all the states, Kerala has the highest
proportion of the housecholds owning no land; the proportion of
househdlds neither owning nor operating nny land is, next to Madras,
the highést in Kerala. As noted before, Kerala has the lowest:
préportioh of workers in agriculture mand allied activities. Kerala
also has the lowest worker participation rate in India in 1961; the
participation rate has been falling over the years. Tﬁe low over-
all participation rate in Kerala, éompared_to other States, mﬁy_
perhaps be due to, among other factors, lower proportion of workers
in agriculture here - than in the rest of India;21 cultivators and
agricultural labourers together constituted 38.30 per cent of total
workers in Kerala as against 69.53 per cent in India. EQidently,
agricultural resources have been strained to the utmost. In conse-
quance, the share of agriculture énd allied activities in total
working force tended to fall steadily and more fapidly herc than
in other States.

A certain proportion of the new entrants‘into the labour force
turned to monufncturing, As of 1961, a little over 18 per cént cf
the total workers were engaged in manufacturing. Of this, nearly one-

half were in household industries; and 43 per cent of working force

21, P.G.K. Panikar, "Worker participation'Rates in Kerala", Indian
Journal of Labour Economics, Vol.X, No.3, October 1967f
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in manufacturing were females, as azainst 27 pexr cent i=n Indin a1
whole. Within manufacturing, the dominant activities werc 'Food
Stuff!, 'Tobacco and Tobacco Products', 'Cotton Textiles', 'Miscell
neous Textiles', 'Wood and Wooden Products' and 'Non-metalic minergy
products!, which together formecd 75.6 per cent of the male working
force in manufacturing. "If one examines these activity one findé
that 98% of the work.force in 'Tobacoo......" were engaged in_Eig}
production, 75% in 'cottoﬁ textiles! were engaged in Handloom wenavi
and 60% of Miscellaneous textiles were in 'coeir manuf‘.ncture'22 The
industries arec characterised by traditional téchnology, low productf
and meagre carnings. Daily earnings of factory employees in Kerala
are lower than that in all other States; the average daily ecarning
of factory employees (earning less than Rs.400 per menth) in 1961
came to B.2.89 as against an aver:age of h.h;79 for all States.23
The earnings in household industries were lower still, and often
comparad unfavourably with daily wages of agriculturai labourers.
The foregoing facts do not give the impression about manufadturing
industries in Kerala as a dynamic 'leading sector! with expanding
employment opportunities. As mentiocned beforce, the share of manufncy
ing in total working force has been fluctuating around a low figure,
According to current indicatbtions, the shuare of this sector, if anyti
is on the decline. The major traditional industries éf Kerala like
cashew, coir, handloom weaving, ctc. are in dolrums. Eﬁpioyment in

these activitics tends to be erratic md unremuncerative. From the

22. "Indutrial Distribution of the Working Force in India", op.cit

23. Indian Labour Journal, September 1971, quoted in Industrics ond
Infrastructure, Statistics for Planning, State Planning Board
and Bureau of Economics and .Statistics, p.5.
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point of view of cmployment, manufécturing sector in Kéerala had
remained stagnant and like sgriculture, reached saturation point
for quite some time.

Over the yeafs, the serviges sector in Kerala has grown
coensiderably, accommodating an_increasing number and proportion of:
working force. It may be argued that the.growth of tertiary actvivities
is the lozgic=al consecquence of tﬁe unique patfbrns of dévelopment
of the State's economy. The pfédominance of commercidl crops like
tea,rubber, Goffee, cardamom,lpeppef,dthér spices, coconut, arecanut,
cashew, etc., and forestry and fisher? in;the econdmy of Kerala has
1éd to the growth of tertiary sector.- Production of commercial crops,
forest and marine products snd growfh of exports have called forth
a network of agzencies engagea iﬁltheir colleétion, storaze, tramsporta-
tion and tradej; in the process, ;upporting institﬁtions like Warks,
conmission agents, hotels and restaurants sprang up:all over the
State. Therefore, the expansion ferfiaﬁy sector is but the
legitimate response to the particular-dirécfidn(i}gowth'of the
primary and secondary septors iﬁ Kerala. T6 be sure, there is some
truth in this reasoning.. But on a2 closer sbrutiny it ¢an bé_Seen
‘that the aboge developments.do not fully explain the growth of the
services sector,

The S sector, chprising 'Pfrade and Commerce'! and’ 'Other
Services! accounted for 31 per cent of'total workers in 1961, Of
this, the share of the former came to 5.72 per cent, aﬁd that of
'other services' to 25.27 per cent. Diring 1951-61, the share of
fother services! almost doubled; ﬁom 13.81 per cent in 1931 it went

up to 25.27 per cent in 1961. It is possible that the number of
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workers in this sector, especially fother services! is over
enumerated though in 1961 the 1 abour forée concept was used,
However, we cannot indicate the'extent of this ovéf.estiﬁate;
In the 1971 census, the proportion of labour force in other servig
is only 13.57 per cent.zu It is significant to ﬁoﬁe that dufing
this decade, the percentage share of the .\ sectof ih fotal.wofking
force dropped from 56,07 per cent t §6.96 per cent§ and that of tﬂ
I sector declined from 23.51 tc 21.54 ﬁer cent. ‘The shares of all
the subdivisions of the:I sector éuch as manufactdfing, construc tif
and transport and communications raugistered a deciihe, from 6.61
to 5.72 per cent. The combined fall-in the share of the.ﬂ and T
sectors,and of trade and commerce between 1951 and 1961.added upto
12 pgrcentage points. The rise in the poportion of workers in
tother services! came to éé much. In the light of the above it is
. difficult to believe that the remarkable growth of tertiary activﬂ
in ¥erala is in resp&nse to the growth of ﬁrimary and secondary
sectors in the State. On the contrary, as Panikar obser?ed in
an earlier article, "an errcrowded primary sectof”and a rudimenta
ﬁ;gggggﬁfg;e continued to accomodate substantlal nuribers of new
entrants; but they have begun to show signs of saturation. The
residue spills over intc the tertiary sector §hi¢h, somehoﬁ, aceon
increasing numbers withcut showing Symptom of saturation, because
entry into some of the acfivities im this sector is éompaxatively

easy, which can be organised on a small scale with modest investmd

24, See a forthcoming paper b} A.V. JOSP, Centre for Devolopment
Studies.



Retail distribution trade is a ty®ical coxample, Initial investment
necded for a panshop or teashop is small. "In Kerala the number of
independant workers engaged in such activities is quite large.
Personal and domestic service is another division which hgs been

25

developed out of all proportion" This fact is exemplified by
the level of earnings of the tertiary workers in the State.
Finally, let us compare the shares of working force and

domestic product among cifferent secters. The relevant estimates

are given in Table 8.

Table @ Sectoral Sharces in Working Force and Product and
Inter-Sectoral Differcnces (1960-61)

Percent of Percent of Net Sectoral Product
workers Domestic Product per worker
Kerala India KXerala India Kerala India

Major sectors
and sub-divisions

I 22.47 13.77 17.87 24,37 0.79 1.77

S 30.99 14.43 27.19 24,60 0.88 1.70

Sub-divisions of T

Mining and quarry

‘ ing o.k2 . 0,48 - 0.55 1.08 1.31 2.25
Manufacturing 18.08 10.81 12.18 13.89 0.67 1.28
Construction . 1.26 1.09 1.57 L,64  1.24 L ,.26

Transport, commu-
nication, electri-

city, gas and water 2.71 1.59 3.57 4,77 1.32 3.00

Sub~divisions .of O

Trade and Commerce 5.72 L.05 12.29 9.73 2.15 2.40
Other services 25.27 10.38 14.90 14.87 0.59 1.43
Intersectoral
ratios
(T s)/a 0.71 2.45
S/1 1.11 0.96
Trade/Services 3.64 1.68

Note: These ratios are derived from the estimates of National Income,
and State Income of Kerala, published respectively in Rusecrve
Bank of India Bulletin, August., 1971. "Estimates of National
‘Product (Revised Seri=zs) 1960-61 to 1969-70", and Government
of Kerala, Burcau of Economics and Statistics, State Income of
Kerala, 1660~61 to 1968-69.

25. P.G.K. Panikar,"The Tertiary Sector in Kerala",'Labour and

Industries Review, Labour and Industries Bureau, Januarv 196L.
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The foregoing Table_brings out many interesting facts. (a)
Keraia, the share of A scctor in working force is less than that
the State Domestic Product. Therefore, the product per worker (w]
is the ratio of the percentage sharc of product to the percentage
share of workersa) in the A sector is higher than the over=2ll prody
per worker in the regional economy. The product per worker in the
sector is considerably higher than that cf India as a whole. It {ij
a well-known fact that agriculture and allied activities in Kerala
H&ve a relatively bigh productivity, per unit ofiland or per unit
labour. (b) The share of the I sector in working force 1s higher
the share of State Domestic Product. The product per worker in-tm
T gector in Kerala is less than one-half:of the same for the .counti
18 a whole. (c) The sharc of the S ;ector in working force is 3ref
then the shafé-in State Domestic Product. The product per worker
in this sector comes to 0.88,‘as against 1.70 per India as a whclej
(a) Among the.subdivisions of the S sector also, the prodﬁct per
worker in Kerala is less than the national average. (ej The sectoj
product per worker in Yother services!' is only 0.59 here, as againd
1.43 for India. This is very much lower than the product per worl
in all the other subdivisions in Kerala; it is nearly one-third of
the corresponding ratio for the country ns a whole. (f) The prod{
per worker in the I sector in XKerala is lower than the same in the
A sector; this is a unique phenomenon, fcr generally, the product
per worker in the I sector exceads that in the A sector in most
countries irrespecﬁive of levels of cecouonomic development and incomg

per capita; The product pex worker in'the S sector in Kerala is
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higher than that in the I sector, again departing from the general

26

pattern observed elsewhere in the world.

Conclusion

The very low product per worker in the S sector in general|,
and that in 'other services'! in particular, is incomp&%ible with the
view that the growth of tertiary sector in Kerala is a natural
concomitant of the growth in the A and I sectors of the State's
economy. On the contrary, available c¢vidence reviewed in this section
appeargto conform to the obserwvation of Kuznqts that in some less
developed countries "population pressure on land and limitations of
employment opportunities in the M sector drive the surplus labour

into low paid service activities".

P.G.K. Panikar

27-2-1973 Grace Sunny

26. Economic Growth of Nations, op.cit, p.209.
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