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Boom in Kerala —

Causes and Consequences

or. G. GOPIKUTTAN

pept. of Economics
N. S. S. Coliege, Nilamel

The focus of the study is on the causes,
magnitudes and consequences of the

" sudden upturn of the {trend in the house

construction activities in Kerala economy
observed during late seventies and early
gighties. The following questions are ex-

' amined in detail.

k

E.- b
i
&

(i) genesis of the housing activities

in Kerala and the socio-economic factors

which underlay them;

(i) magnitude and dimensions of the
h_ousing activity ;

(iii) impact of the housing sector in-
vestment on the rest of the society and

(iv) linkage effects.

Abrief discussion of the impoitance
of house construction activities in modern

Societies, a .review of the literature on
Btonomics of housing and the formulation

of the approach. to be followed in the
Present enquiry are presented in the first
'Wo chapters of the dissertation. The
d:eterminants, magnitudes and the dimen-
Sions as well as the consequences of the
ecent housing boom in Kerala are analysed

N the ensuing chapters. A multi-disci-

2|l_na_ry approach is adopted for the discu-
_5'0“? guidelines have been drawn from

Guide : Dr. P. R. GOPINATHAN NAIR
Hon. Fellow

C.D. S5 TYM,

social history and political economy. To
supplement the sources of Secondary data,
information has heen collected through
a limited household survey conducted in
one of the taluks of the state.

The study brings to light the process
by which the housing interests of the
weaker sections used to remain uncared
for and even hindered till the early
decades of the twentieth century. A set of
factors—spread of education, emergence
and growth of radical socio-political
movements, migration of population from
rural areas to cities in. the rest of India
and abroad together with a few institutio-
nal reforms and policies of the government
tilted the social balance in favour of the
weaker section of the society and exerted

, a decisive influence on the housing sector

activities in the state. The massive emi-
gration of workers from Kerala to the
Arab countries from 1973 on and the in-
flow of large amounts of foreign remittan-
ces in consequence was a highly favoura-
ble factor which accelerated the growth
rate of housing sector activities. In

<addition, further stimulus came also from

incomes which accrued to cuitivators of

_ commercial crops and speculators in real

estate business
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The analysis of the survey data shows froni, falling supply of skilled labour c:!ue
that during the housing boom which to exodus to Arab countries and soaring
began in the mid-1970s, as households wage rates led to the inflow of‘construci-
moved upwards along the economic ladder tion workers from neighbouring Stat‘les:
the owner demand for housing also tended Into the place of traditional locally ava:an
to rise. While those at the highest ble materials, factory producedl moc:;
rings of the ladder assigned more Impor- type materials began to.come into 'ng;
tance to status, prestige and hence 10 The linkage *effects of the QFU‘:”;UE-
the luxury -elements of housing, those at demand for factory-rna@ materials ]tes'
the bottom struggled for securing even almost entirely leaked into other} fstlause«
the basic essentials of dwelling. The change In the pattern of matan:io ek

' ildi i led
' ' ' and the building process itself

Sustained increase in the __demand fcr hof an agency
housing pushed prices of factors of pro-
duction and construction materials in a
situation in which their domestic supply

was relatively inelastic. On the labour

emergence and the growt
specialised in the profession namely Ih:'
contracting system. The building WQ{“?F:
divarced from their traditional and inde

T ot A S A o
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- pendent functions began to unionise
~ themselves in defense of their economic
 interests,

- Passed its peak levels. It failed, by and
- ge, to provide the growth stimulus
. ©Xpected of it to the rest of the domestic
~ Production sectors since its linkage effects
;-'.__.weaked out to the neighbouring states.
L Thus the housing boom in | Kerala failed
. 'oProvide growth stimulus to the rest of
4 ﬁ}e domestic sectors and to satisfy the
. eler needs of the poorer group in
E ;?,?-Iety' The lack of an effective pub'lic
?f?'.-flmlwfg to manage and monitor the c_a;‘n‘tal
A-Jandtolfmo the housing sector activities
Sary fo O3ger ; the Industrial. growth neces-
With;  Catering to their requirements from

N the state jtself contributed in no

ma
T2l measyre 1o this result. ]

. Housing boom in Kerala has already
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cALCULATION OF INCOME TAX

ol SALARY

P. HARIDASAN, S.N.COLLEGE, KOLLAM

Previous Year 1995-96
Assessment Year 1886-97
Points to be remembered.

I. Deduction U/S 16.

. (i) Standard deduction - 33 1/3 9, of
salary or Rs. 15000 which ever is less. In
the case of women whose salary before
standard deduction does ‘not exceed
Rs.75000, the deduction shall be 33 1/39,
of salary or Rs. 18000 which ever is less.

(i) Profession Tax - Full amount paid

Il. Deduction U/S 80 DD and 80 U

(i) Payment of medical treatment of
handicapped dependents (Upto 'a maxi-
mum of Rs. 15000) | '

(i) Income of an individual suffering

from blindness or is physically or mentally
handicapped subject to a maximum of
Rs. 40000 for the AY 1996-97.

lll. Deduction U;s 24 (1) (vi).
Interest on House Building Loan

Any interest on money borrowed for
ac_quiring, constructing, repairing, rene-
‘Wing, reconstructing a house property is
deductible subject to & maximum
Rs. 10000, It is. not necessary, for this
PUrpose that the loan so borrowed or the
Infterest payable thereon is secured by a
Charge .on property. It should be remem-
bered that in ordor to enjoy this deduction

a cottificate In form No. 15 AA shouldl
have been obtained from the |TO

(See 197 (i) )

Rebate and Reljef
d) Rebate U)S 88

A rebate at the rate of 209, on total
savings (subject to a maximum of
Rs. 12000) shall be allowed from gross
tax payable.

(b) Relief U/s 83 (l)

Where an employee receives salary in
_ar'rears or in advance he shall be entitled
to the relief U/S 89 (i). He shall furnish
to the employer the relevant patticulars in
form No. 10 E. The employer shall com-
pute the relief on the basis of such parti-
cuiars and take it into account in making
deduction of tax at source from ths
employees salary.  This relief sheil be
allowed as a deduction from the amount
of tax payable (Sec. 190 (2A). "

Issuance of T.D.S. Certificate to
the employees

Every person responsible to deduct tax
from salary shall issue a centificate in Form
No. 16 to the employee. Such certificate
should be given to the employee within
one month fram the close of the financial
year in which such deduction is made.

17




Consoquoncos of failure to issuo
TDS Cortificato

I a porson responsible for isnuing o
TDS Cortificato fails to issuo such centi-
icate ho shall bo liablo to pay, by way of
penalty a sum, which shall not be loss
than Rs. 100 por day and which may
oxtent to Rs. 200 per day during which

the failure continues.

Rates of Tax for the A 'Y 1896-97

Amount of Taxable income  Rates of Tax
Upto Rs. 40000 Nil

Rs. 40001 to Rs. 60000 20%
Rs. 60001 to Rs. 120000 30,
Above Rs. 120000 40%

No Surcharge
Illustration |

(A woman whose annual income from
Salary does not exceed Rs. 75000)

Rs.
1 Gross Salary including all
allowances 75000
2 Contributior to P F 3750
3 Payment towards FBS and
GIS (120 - 480) 600
4 Subscription to NSC VI Issue 5000
5 Subscription to an approved
mutual fund 5000
§ Payment towards life insurance |
1200

premium
She is living in a house owned by hef

parents for which she does not pay any

rent.
Computation of Total income and

tax payable thereon

i Rs.
-1 Gross Salary income 75000
2 Less -deduction u/510
ECTMOCT (13 AY HRA NIL
" (She does not incur any expen-

~ “diture towards rent)
' - 75000

 Balance
~ Zess Standard ‘deduction 18000

}]
(1

f

10

11

12

13

Taxable income

lax on total income Yrg
Qualifying amount for rebate
Provident Fund 3750

86 and GIS 600

NGC VI Issua LA
Mutual fund 500

LI P 1404

‘ 15554 -

Rabate @ 20%, on 537ings 211

Tax payable (9—7) 296
| [lustration |}

(The person is residing in a
rented house and he has 2 physi-
cally handicapped daughter)

Basic Pay BO000
Dearness Allowance 56400
House Rent Allowance 8000
City Compensatory allowance 500
Interim Relief 1200
Contribution towards P F 13000
FBSand GIS (120 — 420) 600
Profession Tax paid 200
Postal life insurance premium

paid 3600
National Savings Certificate

(NSC VIIT) 15000

National Savings Scheme

(NSS) 12000
Expenditure incurred for the

treatment Support and main-

tenance of handicapped de-

pendent daughter 17309
J 18000

Rent paid

Computation of total income
and Tax payable thereon
5.

Gross Salary income
(Pay-{—DA+HRA-I—CCA+IR) 124500

Less deduction U/S 10 (13 A)-

HRA (Please See Note) 6000

57'3 fj{) s
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STATEMENT OF EXPECTED INCOME AND TAX.FOR THE
PY 1995-96 AND AY 1996-97 OF SRI;SMT. X

Taxable salary income- 103300

- Lesx expenditure on treatment

of physically handicapped dau-
ghter — Maximum allowed 15000
U/S 80 pp Re. 15000

8

e
SCHEDULE | Rs.

Gr: Salary 108000 HRA U/S 10 (13 A) NIL
Less Dedn (Sch. 1) 25150 Std: Dedn U/S 16 (i) 15000
Taxable Salary‘lncome 82850 Prof : Tax U[S 186 (iii) 150
Tax 10855 HB:’ (Int) U/S 187 (i) 10000
Less Rebate (Sch II) .7176, Total Dedn : 28150
Tax Payable 3679 SCHEDULE I
Less Tax already Paid 3000 PF 18000
Balance Tax Payable 679 LIC [ PLI 2400
Please Deduct Tax FBS ] GIS 480
@ Rs. 340/- PI\;;I NSC 2000
from my salary for the month of Mutual Fund /| NSS Etc. 3000
Jan. 96 and Feb. 96. ;

HBL (Princlpal) 10006

Any other Nil

T;Jtal. Savings 35880

Signature Tax Rebate 7176
S — —

Balance 118500 6 Taxable income 38300
Le"siitgr; T‘;id”‘:ti"” and Profe — 7 Tax on total income 13490

Qualifying amount for Rebat

PF 18000
FBS & GIS €00
PLI 3600

i
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NSC (VI Issue) 16000 :
NSS (Maximum allowed

Rs. 10000) 10000
h.'-'---‘—‘_-—--

47200 -

9 Rebite @ 209 on Rs. 57200 g, 8

10 Balance tax payable '

Note : Exemption on HRA

U/S 10(13A) is calculated as
follows.

Least of the following three

amount is allowed as exemption, -
(i) Actual HRA Received Rs. 6ogp 8
(ii) Excess of rent paid over g
109, of salary. Here salary
means basic salary only. ie
18000—6000 Rs. 13000
(iiiy  40% of salary Rs. 24000
Here Rs. 6000 js the least,
which is exempted.

[[lustration Il
(In the case of an employee
repaying House Building loan)

1 Gross Salary including all
allowances and bonus/Festival

5050ji

allowances 108000
Contribution to PF 18000 §

430

150

Profession Tax paid
Life Insurance Pr emium
6 NSC VIII issue
7 Apnproved Mutual Fund of UTI
8 Repayment of House Building
Loan
Principal amount
Ir.terest on loan

2400
2000 @
3000 §

2
3~ Group Insurance Sshen:
4
b

11000 .8
10500 21500

‘He is living in his own house- &8
H e has already paid an amount of RS 300" 88
towa rds Income Tax. Computation of ”’f" &
income and tgx thereon. (I am introdd (';!ng_;
a simplified proforma for the computanon.
of tax. Teachers are advised to M3T™&
use of the form, a s»ec imen of which
g iven in the Journal. —” 48



STATEMENT OF EXPECTED INCOME

Py 1995-96 AND AY 1996-

97 OF SrifSmt

AND TAX FOR THm

""""""""
................
.....

Taxable Salary Income

Tax

Less Rebate (Sch 11)

Tax Payable

Less Tax Already Pald
Balance Tax Payable

Please Deduct Tax

P - Y

from my salary.

Signature.

¢ UIS 16 (i)
Prof : Tax Ufs 16 (jii,
HBL (INT) U/S 197
Total Dedn :

SCHEDULE I

PF

- LIC | PLI

FBS |/ GIS

NSC

Mutual Fund / NSS etc.
HBL (Principal)

Any: Other ......os cveenieinns
Total-Savings

Tax Rebate

e
Schedule | As.
Gr: Salary HRATUIS 10 (13 4
Less Dedn (Sch. I Std:  Dedn

S ———— g - —
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GDVI—EHNMENT OF KERALA

Abstact

Public Services—Interim Relief—State Government Employees
and others—Orders Issued

FINANCE (PRU) DEPARTMENT

G. 0. (P) No- 822/95/(62)/Fin. _
Dated, Thiruvananthapuram, 3Cth November, 185,

Government are pleased to sanction the paymant of Interim Relief at the ratz of
Rs. 100 (Rupees one hundred only) per month w.e.f. 1-12-1995 pavable along with ¢he
salary due for the month of December 1895 to all State Government Employees. Staff of
Aided Schools, Private Colleges and Polytechnics, Full time employees borne on contin- |
gency and work-charged establishments, and employees of Local Bodies. The Expendi-
ure on payment of Interim Relief, to the Staff of Local Bodies will be met from the funds |
of the respective Local bodies.

2. The grant of Interlm Relief will be subject to the following conditions (—

(a) Interim Relief will be treated as monthly ad hoc addition to the total emolu- §
ment’s of the employees and it wil| be shown as a distinct item in the salary §
bills. Orders regarding the adjustment of Interim Relief, if any, will be issued
separately.

(b) Interim Relief will not be reckoned for the purposes of determinig any allow- §
ance amissibie on the basis of ‘pay’ or ‘emoluments” :

(c) Interim Relief at the appropriate rates will be payable in the leave salfer
admissible for periods of all types of leave with allowances including |
surrender of earned leave.

(d) Interim Relief sanctioned will be reckoned for the purpose of calculat
average emoluments for purpose of pension.

ing

3. Provisional employees are not eligible for the benefit of Interim Relief.

By order of the Governor

ALOK SHEEL, _
Special Secretary,

¥ Finance (Expenditure)
22



GOVERNMENT OF KERALA
Abstract ‘

Allowant;eTDearness Allowance— Revision with affect frcm
-1-1985 and 1-7-1995—0rders Issued

—
FINANCE (PAY RESEARCH UNIT) DEPARTMENT

c. 0 (P) No: 888/95/Fin. Dated. Thiruvananthapuram, 28:h November, 1225

IR

Read :—1- G. O. (P, No- 424/95/Fin. dated 6-7-1595.

2. OMF No.1 (3}/95-E-Il (B) dat:d 28-3-1995 of the Departmert of
Expenditura, Ministry of Finance, Govsrnmznt of Isdia.

3 OMF No. 1 (22)j95-E 1l (B)  dated 20-8-1885 of the Dzpariment
of Esxpenditure, Ministry of Finance, Government of indiz.

ORDER

Government are pleased to order that the rates of Dearnsss Allowance to Govemn-
Staff of Aided Schools, Private CoYleges and Polytechnics, Fuil-tima
d work charged establishmanis and employe=s cf
from 1-1-1995 and 1-7-1895 as shown below

ment Emplcyzges.
smployzes borne on the contingent ar
Local Bodies will be revised with effect

Rate ¢f DA psr month

Date from which - Paﬁ,} Rangs
Payable : [ R T L S
M (2) - i
i e B
I-1-1995 Basic pay up to Rs 3500

per mansem 1259, of pay

Basi above 949}, of pay <ubjct t0 3 minimum of
i . 4375 p. m

Rs 3500 and upto of Rs. 4375 p

Rs. 6000 per mensem ' "
' bov g1¢, of pay subject ‘0 @ iminimum
Basic pay abuve
; 5640 pm
Rs. 6000 per mensem of Rs 5 p



(1) (2) (3)

i 1-7-1995  Basic pay up to

Rs 3500 per mensem 1369, of pay
Basic pay above Rs. 3500 and 102° i 2

S st G . 02", of pay subjast to fiat
uptn Rs. 6000 per n.ensem of Rs, 4760 p mj. a minimum 3
Basic pay abcve Rs. 6000 889, of pay subject to a minlmyr
par mensem of Rs. 6120 p. m.

2 - The expenditure on this account in respect of Local Bodies will be met from the
funds of tho Local Bedies, :

| 3. The revised rates of D. A. wili be applicable to the part time teachers and pan.
time contingent employees also on the basis of pay drawn by them.

4. In the case of 2ublic Sector Undertakings/Statutory Corporations where lorg tem
agreement exists by which the pre-revised scale plus D A, iz acreed It the cnhancament
of D A. will be allowed with the approval cf the Bozrd of Directors subject to financial
viability till a fresh agreement is executed. '

§  In the case of those who remain in the pre 1.7.19¢8 scales,the pay for the purpose
of D. A. will be the pay in the pre-Tevised scale plus D 4. and Ad hoc D A, at €08 points ’
of All India Censumer Price Index as shown in Appendix Il of G O. (P 480/88/Fin.
dated 1-11-1989. For computing the amount of D. A, pzyabl: on the pay arrived at &s
abovs, as on 1-1-1995 and 1-7-1995 the principle Jaid down In para 5 of G, 0.(P)364/92/

Fin. dated 15-4-1992 will be followed,

6 The accounting ard drawal of arrears of D. A will be regulated as follows :-

(i} The revised rates of D. A. from 1-1-1995 for those drawing pay up to Rs. 3500
will be_paid in cach starting from fhe salary for the month of December 1995, The arrears
for the period from 1-1-1995 to 30-11-1995 will he drawn and credited to the P. E.
account'of the empolyees along with the salary bill fer December 1995, January, February
March, Apri! or May 19986 in relaxation of Rule 176 Kerale Treasury Code.

A. from 1-7 1995 for those drawing pay up to RS 3500 -
e month of April 1996 Tho arrears for

d credited to the p. F. account of
September

(ii)y The revised rates of D. _
wili be paid in cash starting from the salary for th

-7-1995 to 31-3-1996 will be drawn an
pril, May. June, Juty. Augustor

the period from 1
the employees aleng with the salary bill for A
1996 in relaxation of Ruls 176 Kerala Trecasury Code.
o Rs. 3500, tho three instalments of D.A- |

h effect from 1-7-1 991, 1-1-1992 and 1-7-1992 will continue to be credité

nd Acceunt. The DA amount that can pe drawn in ¢
ber 1995 and for April 1996 will be as follows :

.. (W) " In the cace of thoze drawing pay abov
~'ganctioned wit
_'_..'_g_a the Provident Fou
 the salary for Decem

ash by them from E




Pr, g8’ 0 o4 jec : |
. ” 70 of pay (subject to a minimum of Rs. 43756 pm.) - |

Rs. 3501 to Rs. 6000  minys ' |
e _ the amount being credited to provident fu ' |
account as indicated above. 5 l'
i above Rs. 6000 - subj int |
| A ; i_/.;, t‘t:a_f pay (subject to a minimum of Rs. 6640 p.m.)
nnus the amount being credited to provident f' .
account as indicated above, B

, . 1.7-1095 1020 o _
| (b 1 /o Of pay (subject to a minimum o - Ps.476¢ p.m

f 5501 6000 i '
pay Rs. 8501 to Rs. 6 minus Fllo amount being credited to provident fund
account as indicated above.

6000 -
pay above Rs. 39‘% of pay (subject to a minimum of Rs, 6120 p.m.,
minus the amount being credited to prrvident fund
account as indicated above,

(Vide Annexure)

() The arrears due for the period from 1-1-1995 to 30-11-1895 will be claimed in the
sslary bill for December 1995, January, February, March, April or May 1996 and credited
to PF account. The arrears due for the period from 1-7-1995 to 31-3-1996 will be claiined
in the salary bill for April, May, June, July, August or September 1996 and credited to

provident fund account.

(iv) Where the employee is not eligible to subscribe any provident fund before
20.11.1995 the drawal of arrears of D. A. shall be deferred, and as and when the provident

fund account is opened, it may be drawn and deposited to it.

(v) For claiming the salary for the month of June 1996, a certificate should be
| attzched to the salary bill to the effect that “the arrears as per D. A. revision from 1-1.1895
| 1020111985 have been claimed and credited to the provident fund account of the emplo-
| yee”. Similarly a certificate should be attached to thesalary bill for the month of October
1996 that “the arrears as per DA revision from 1.7.1995 to 31-83-19 96 have been claimed

end credited to the provident fund account of the employee”

e drawn and credited monthly to provident
0 p.m. may be shown separately in the
ct attached to the bill for each month

. (Vi) The enhanced amount of D.A.to b
,ro zccourt by those drawing pay above Rs. 350
f’loﬁ"'gent fund cchedule and oertificate to that effe
e already ordered in G.O. (P) 211/93/Fin. dated 16-8-1993,

ent fund account will accrue from the

wil) Interest on the D.A. credited to the provid
asuries.

fire : _
"“t month in which the bills are presented in the Tro
drawal, shall be made before the date
d to provident fund account.

! a%cF:iiif No withdrawal, other than final with
- ified below, from the arrears of D.A. credite

25




Date on which the amoung will b
permitted to be withdrawn ¢
Arrears for the period from 1-4-1 _997
1-1-1995 to 30-11-1995
Arrears for the period from
1-7-1995 to 31-3-1996
7. The procedure ment

1-10-1997

ioned under clause (viii) above will be applicable -

. s : : : ident fund also. In regarg atig
muttandis” to provident fund other than g_jonural prowdq 1s0. gard to gopy.
butory provident fund, however, there will be no matching contribution from the gw';fri-

ment, in respect of the arrears of D.A.
8. In the bill as well as in the provident fund schedule, the arrears ot p, 4 from

1-1-1995 ¢g 30-1i-1895 and from 1-7-1996 to 31-3-1906, as the case may ba, i“dicmg
separately. Accordingly the amount of arrears of D.A. to be credited to provideng f!]f;d
account should be shown as a separate entry in the provident fund schedule ag Shown
below :- '- _ '

" S-ubscription proper Refund of advance Arrears of DA%%mn

Amount  Monthto  No.of Amount  Monthto (i) From  (ii} From Totay
which it instal- which it 1-1-4995  1-7-1995 '

relates ments relates to to
30-LLo1995 31-3-1498

©) %) () (%) (10) (11 (1) gy
- (6+8+-11/13)

————— e —

¥ The following categories of employees will be paid arrears of D.A. in cash :-

Those who have retired since 1-1-19v5 : et
before 20-9-1996, - and those who will be retiring on or

(if)  Those who have op‘ed not to subscri
- : ; cribeto the P. F, ; s
year of their service prior to retirement. . F. account during the last ane -

(iii) ';hose,. in whose cases, it is not obligatory to maintain P. F. account.
(v art-time teachers and part-time contingent employees.

By order of the Governer,

. ALOK SHEEL,

Special Secretary,

: il
i ANNEXURE Finance (Expenditur

The amount to he - s s
ctloned with effect from 1-'?0-rfgg;tﬁdlt_°1 P. F. account being the instalments of D. A $30

above Rs. 3500. -1992 and 1"?‘1992 by those who are drawing p3
Pay range s

Amount to be credited to P, F, account

Rs. 3501 to 6000 [vide para 6 (iiis of this G. 0.] o
rbove Rs. 6000 44% of pay subject to a minimum of Rs: ii&a

219, of pay subject to 4 minimum-of Rs.

2¢
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R. No. 36025/81 Kerala Private College Teacher Reg. No: KLTV (N) 35
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