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SUMMARY

The existing cost-benefit methods addressed to the developing
countries are based on the premises of a growth strategy or its
variants, They are, therefore, unsuitable to evaluate projects in
the context of a basic needs strategy., This thesis attempts to
formulate a methodology suitable to analyse the impact of projects

on basic needs fulfilment,
A pre-requisite for the application of the methodology = basic

needs analysis = is the identification of a basic needs basket and
the corresponding basic needs income. Analysis of projects then
involves the construction of a goods balance sheet and an income
balance sheet,

The goods balance sheet highlights the effect of projects on
the social stock of basic goods, Social value of inputs and outputs
is derived from the market prices using goods-specific and use=specific
conversion factors. The value of the conversion factors varies from
O to 1, the extreme values representing luxuries and essentials
respectlvely.>fProduct mix considerations are thus taken into
account in the'goods balance sheet. (The effects on basic needs income
resulting from projects are measured by the income balance sheet{)

-~> Income changes above the basic needs level are given a social weight

of 0, whereas changes at or below this level are attributed a
weight of 1. Thus, income distributional considerations are
directly incorporated into the analysis., Opportunity costs of funds
and resources are based on the forgone basic needs benefits from
their alternative uses, Aggregation of costs and benefits over
time is carried out without resorting to discounting.

At the final stage, the two balance sheets are aggregated using .
weights which reflect the relative przorlty given to the objectives
of basic goods production and basic needs income generation,

The usefulness of the methodology is demonstrated by applying P
it to a forest land use problem in the tropics. /



INTRODUCTION

In most less developed countries forestry is a public sector
venture and it is often assumed that the 'public at large' are the
net beneficiaries from.forestry‘activities. On account of the
public goods characteristics of non-marketed goods and services from
forestry, they are assumed to accrue to society as a whole and
considerable emphasis is given to evaluating benefits such as
regulation of streamflow, prevention of soil erosion, conservation of

genetic resources, forest recreation etc., Such attempts, although

important, have often led to the inadequate consideration of the
distributional effects of forestry activities., Where income
distribution is highly unequal and development policies aim to achieve
a better distribution and fulfilment of basic needs, issues such as
who pays for and who benefits from forestry become important.,

Despite the popularity of the theme 'Forestry for People'
adopted by the World Forestry Congress, 1978, very little effort
has hitherto been made to examine its implications in formulating
forest management policies or in identifying programmes and projects.
There is no dispute about the validity of the theme; however, when
the limited resources are to be allocated among the different users, it
becomes necessary to identify the groups and classes whose requirements
need to be given priority. It is also important to identify the nature
of the requirements which need to be given preference in using the
resources. Owing to the differences in individual and group
preferences, a conflictless situation is a rarity in most social
decision-making processes. This study attempts to examine some of

these issues involved in choosing forest land use alternatives,



particularly in relation to the appropriateness of decision-making
techniques, For simplicity the scope of the study is limited to
the tangible goods and services.
Background

Although the fact that most tropical forest management problems
arise from the complexities of the soéiety rather than the
complexities of the forest has been recognised (Nowak and Polycarpou,
1969; FAO, 1973),discussions on the subject mostly deal with the
silvicultural aspects of growing trees or the technical problems
in tropical wood utilisation, generally ignoring the social, political
and economic aspects, Topical issues such as shifting cultivation,

rural energy supply etc., do deal with the above, but rather

superficially, stressing their environmental imp{ications (see,

Spears, 1979). The fact that a pure technocratic approach

to tropical forest management is inappropriate became evident to me from

my experience in managing forests in the state of Kerala in India,

which provides the background for-the present study. i
Kerala is the most densely populated state in India (654 persons/

5q. Km.) and adopting the conventional index of per capita GNP poorer

in comparison with the rest of the country. About 24% of the

geographical area of the state is classified as forests and they form an

important resource in terms of both their direct and indirect
contribution. The high population density coupled with the suitability
of land to grow a variety of crops have resulted in severe pressures

on forest land. Firstly, there are pressures for the extension of
agricultural crops - annuals and perennials as well as food crops

and non=food crops = to the forest areas. Land hunger is so acute

that governments have been frequently forced to dis-reserve areas and

L




to assign them to the landless, Encroachment by landless peasants
is a major problem in Kerala and despite the forest acts and rules
prohibiting this, effectively very little could be done, In one of
the divisions I worked there were a few blocks of forests wholly
under illegal cultivation., Remedies sought through legislation
often transform social problems into law and order problems and have
been found to be of no avail in the long run. Between 1940 and*

1970 the forest area in Kerala has been reduced by 27Z on account of

deforestation.

Secondly, on account of the diverse requirements of different
groups, existing forests have to satisfy mutually conflic;ing
demands and hence the problem arises of assigning priority to the
different uses. Forest-living communities and the villagers living
nearby are directly dependent on the forests for a number of products,
particularly fuelwood, Illicit removal of fuelwood is thus a major
problem, especially in the rice growing areas where the prpportion
of the gardenland is very low. There are cases where repeated
attempts by the forest department to restock degraded areas with
species such as teak and cashew have failed on account of the high
incidence of illicit felling of these trees to meet fuel needs.
Diverse uses for the same product create considerable problems in
identifying the priority groups. For example, bamboo is one of the
most important inputs in basket-making which provides a livelihood
for some of the economically and socially backward sections of the
population. It is also an important input in agriculture - for the
construction of fences, bunds, huts etec, Further, bamboo is the only
indigenous long fibre material available for the pulp and paper

industry. Evidently, a decision to allocate the available resources

among the different users is not a pure technical decision. The same




applies to plantation-grown species like Eucalyptus, which can be
used directly as fuelwood or as an input in'the pulp and paper
industry. I have also come across instances when wood from
Plantations ostensibly raised to meet fuel requirements has been
diverted for the manufacture of rayon pulp.

These instances clearly indicate that the distribution of

resources is much more important than the technicalities of production,
It is these problems which provided the stimulus and background for

the present study.

Cogt-Benefit Analysis and-Forest Land Use

Text books on forest management stress the fact that the forestry

production process is unique on-account of (1) the long production
period, (2) the preponderence of non-marketed benefits and (3) the
difficulty in separating the capital and interest element in wood
production, While choosing land use alternatives, especially when
it involves comparison with other forms of land use, it is poin}ed
out that these special features should be taken into account, With
the increasing use of cost-benefit analysis for choice of alternatives,
it has been argued that forestry require§ specific guidelines (Pant,
1975), particularly to tackle the problems arising from the use of a
discount rate when the production period is very long. There has
also been considerable emphasis on the quantification and evaluation
of non-marketed benefits for their inclusion in the analysis of
alternatives.

However, prescribing evaluation methodologies for taking into
account the specific features of a production process has inherent
drawbacks. A yardstick to judge acceptability should be based on

social priorities and not on the specific technical aspects of




production, because developing’a criterion based on the latter may

prevent any meaningful comparison.

Instead of developing a methodology suitable to deal with the

alleged peculiarities of forestry production, it is more fruitful

to examine the applicability of cost-benefit analysis for analysing

projects for specified objectives, With the increasing concern for

meeting basic needs, public sector forestry can play an important

role in achieving these objectives, Fashionable slogans such as

'forestry for people' become meaningful only when they are

translated into action, which would require a choice criterion

incorporating these social objectives. Currently no methodology 18

available to evaluate the contribution of projects towards basic

needs fulfilment. This work aims to fill this vacuum.

Objectives of the Study

Important objectives of the present work are:

(1) to examine the gppropriateness of existing cost-benefit
techniques under alternative development strategies and more

particularly when emphasis is given to meeting basic needs,

(2) to formulate a methodology useful for evaluating alternative

investment programmes when a government or such other agency adopts

a basic needs strategy, and

(3) to examine the applicability of the methodology in land use

decision=-making.

Structure

The thesis is presented in three parts. Part I (Chapters 1 and 2)
introduces the problem in relation to tropical land use with special
reference to the current situaticn that exists in India and Kerala.

A historical analysis of the evolution of forest management in India



and its distributional effects are described in Chapter 1. The
interaction between traditional agriculture and forestry as well as

the possible effects of the implementation of social forestry programmes
are also discu;sed in Chapter 1. Chapter 2 gives a review of the
application of cost-benefit analysis in forestry decision-making and
identifies the areas requiring further attention.

The methodology of basic needs analysis is presented in part II
(Chapters 3 to 10). Chapter 3 discusses the relationship between
development strategies and project appraisal and argues that the
method of analysis should be related to the strategy adopted. When a

basic needs strategy is pursued, a specific methodology is required

to assess the impact of projects on the fulfilment of basic needs.

A brief outline of the proposed methodology - basic needs analysis -

is given in Chapter 4. The procedure for estimating the direct and
indirect benefits in terms of goods production and income generation is
dealt with in Chapter 5, while evaluation of non-labour inputs - again
in terms of goods production and income generation - is discussed in
Chapter 6. Issues involved in the estimation of the social cost of
labour are discussed in Chapter 7 and the procedure proposed here is
compared with that followed in conventional cost-benefit analysis.,

Problems involved in the inter—-temporal comparison of basic needs
consumption are discussed in Chapter 8 and it is argued that the discounting

of future consumption has no ethical or economic validity under a basic
needs strategy. Important aspects related to the estimation of the
social opportunity cost of investment are discussed in Chapter 9.
Chapter 10 discusses the procedure for ranking the alternatives which

requires the aggregation of the goods and the income balance sheets.



Application of the methodology is illustrated in Part III where
the technique is applied to a forest plantation project currently

being implemented in Kerala state. Important {ssues involved in the

allocation of government forest land between different uses are

discussed in Chapter 11, and the analysis of an ongoing plantation

project illustrates how the methodology can take into account

alternatives covering product mix, input mix and institutional

arrangements.

The summary and conclusion from the present study are given in
Chapter 12 which also briefly indicates the unresolved issues as

well as directions for future work to make the present approach

more practicable.,
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THE PROBLEM




CHAPTER 1

FOREST LAND USE CONFLICTS IN INDIA

Management of tropical forests has focussed attention on wood
production and the technocratic approach to this has excluded the

consideration of other factors, particularly its impact on the different

sections in gociety, although they have directly and indirectly

influenced forest resource utilisation. On account of this, there is
considerable divergence between the theory and practice of forestry.

Most of the so-called contradictions in tropical forestry (Leslie, 1977)

can be traced to the failure of the theoretical models to interpret

societal interaction with the forests.

This chapter attempts to examine some of these issues in relation
to forestry in India and Kerala. Section 1 gives a historical
analysis, highlighting how various factors have influenced the management
of forests over time. Some of the distributional issues in
implementing the production and social forestry programmes outlined by
the National Commission on Agriculture (Govt. of India, 1972, 1973,

1976), are dealt with in Sections 2 and 3. The conclusions from the

discussion are given in Section 4.

1.1 Forest Management in India : A Historical Analzsis

For convenience of analysis two distinct periods can be identified
namely (1) the pre-independence period (prior to 1947) and
(2) the post-independence period (1947 onwards).

1.1.1 Pre-independence period

Information available on forest management during this period is

scanty, especially in the case of the principalities controlled by the

local rulers. Except in the case of the private hunting lands of the




kKings and local feudal chiefs, prOpertyﬁright over land was non-existent.
In other words, forests, like water, air, etc. were regarded as
god-given. With the limited demand for forest products and on account

of their free access, a market did not exist for the land or for the

- products therefrom. Development of property rights was iargely an
outcome of the development of externalmarketsl. The high value of
certain products necessitated the formulation of rules and regulations
prescribing the rights and responsibilities of individuals.

Legislation in respect of forests was initially limited to a few
products which enhanced the income to the state coffers. For example,

in Travancore in Southern India (now part of Kerala State), sandalwood,

teak, rosewood and ebony were royal trees and belonged to the state
wherever- they occurred.

Declaring forests as reserved, a policy adopted by the colonial
regime from the second half of the nineteenth century, was an extension
of the principle of reservation of trees. With the development of trade,
the number of trees that could be marketed in any given area increased
and then, from the point of view of exercising right over them, 1t became
convenient to define the right over the land rather than the right over
the trees. Understandably, most of the reservation in the early stages
of forest management was limited to the easily accessible and
exploitable land. In other areas, even when formally declared as
reserved, the local people continued to enjoy free access to the
products.

Under the British Raj initially the objective of management was
limited to the selective removal of valuable species such as teak to
meet the requirements of the ship building industry (Winters, 1975).

Although at a later stage this demand contracted very much, expansion

of the railway network and the defence needs increased the demand for
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large sized timber and forest management was almost entirely aimed
at meeting these requirements.

The forest policy formulated in 1894 was to a great extent
influenced by Voelcker's (Voelcker, 1893) report on the state of Indian
agriculture and there was considerable emphasis on meeting the needs of
the agricultural sector. The policy stressed the fact that a forest's
| claim for land can be justified only on the basis of its direct and
indirect contribution towards sustaining agriculture. Even in areas
suited to grow large sized timber, priority was to be given to meeting
the needs of the agricultural sector (FRI, 1961, p. 338). Absence of

a developed industrial sector coupled with the ease with which the

requirements of defence and railways could be met, favoured such a
forest policy. On account of the low total demand, the large resource

base could accommodate the needs of all sectors without any serious

conflicts.
1,1,2 Post-independence period:

During the post-independence period, the pattern of forest
management underwent considerable changes. For convenience of analysis

it is ugeful to divide this into three distinct stages as given below.

1. 1947-1960 period:

Immediately after independence and with the formation of the

Indian Union amalgamating the principalities, large tracts of forest

- land came under the control of the State governments. The formulation
of a new forest policy in 1952 was another major development during

this period. This policy stipulated that the country should aim to

have at least one third of its geographical area under forests, although
no explanation was given as to how this figure was arrived at.

A noticeable change from the earlier policy was the recognition of the
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conflicts between local and national interests. It was stressed that
local interests should be subservient to the national interests

and that the rights and privileges enjoyed by the local people should
in no way affect the general welfaﬁ:éﬁﬁ’

Under the Indian Constitution forestry is a state subject and
hence the national forest policy statement did not materially alter the
pattern of management. In spite of the declared objective of keeping
one third of the land under forests, there was a decline in the
forest area. Deforestation can be attributed to the coincidence of the
interests of three groups, namely (1) agriculturists (2) wood-based

industries and (3) the government., Large scale clearance of forest

land, in addition to providing raw material for industries, released
land for extending agriculture and enhanced government's income which
was badly needed to meet the increasing public expenditure.
Silvicultural practices evolved in the earlier period continued
with some minor alterations such as shorter rotations and regeneration
periods, more reliance on artificial regeneration etc. Industrial
requirements were being met almost entirely from.nafural forests and the

practice of mining trees continued. Although the extent of plantations
raised annually increased, still the traditional species with long
rotations = such as teak - were the favourites.

2. 1960-1972 Period:

Priority given to industrial development during the second
five year plan (1956-61), especially the emphasis on import substitution,
promoted the growth of wood-based industries, particularly the pulp and
paper industry. This influenced the pattern of forest management
significantly. At the early stages of growth of the pulp and paper

industry, it was totally dependent on raw material such as bamboos and
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reeds available naturally. The diminishing and unreliable supp1y2 of
these and the inability to increase their output to meet the expanding
capacity was an important factor in the introduction of fast growing

short rotation exotic species, particularly Eucalyptus and Tropical pines.

Encouragement given by the central government through specific plan

allocations for industrial plantations resulted in the Conversion of

extensive natural forests to man-made forests.

3. 1972 Onwards:

Industrial orientation of forestry in the country got an impetus
with the implementation of the recommendations of the National Commission
on Agriculture (Govt. of India, 1972). The Commission stressed the need

for a change from traditional conservation-oriented forestry towards

an 'aggressive man-made forestry programme linked to the projected
requirements of the wood-based industries' (Ibid. p.27). Two major
constraints in undertaking such a programme have been identified as

(1) insufficiency of investment funds and (2) impediments arising from
the existing pattern of organisation of the forest departments.,

Based on these recommendations, almost all states in the country have
established autonomous forest development corporations to undertake

forestry activities such as harvesting, marketing, regeneration and

related operations. Production forestry, primarily aimed at meeting
the requirements of wood-based industries, is expected to cover about
48,00 million hectares of the total area of 75.00 million hectares of
forests in India,

The Commission also made recommendations for undertaking social
forestry programmes (Govt. of India, 1973) for increased production of
fuelwood, small timber and fodder, and the protection of agricultural

fields against erosion. Solving the rural energy problem remains as
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the focal point of the social forestry programmes. Implementation of
this is the responsibility of the state forest departments.
The suggestions for forming district extension units and initiation of
a pilot scheme to cover 100 selected districts are parallel to the
strategy adopted in agricultural extension. Plantations are to be
raised primarily in village wastelands, railway and roadsides, canal
banks and in private lands as farm forestry. Forestry in the farms is to
be encouraged by providing incentives to farmers through subsidised
supply of seedlings, free technical advice through extension units etc.
It was also recommended that the val&e of trees standing on farmlands
should be excluded from the purview of wealth tax (Govt. of India,:
1976, p. 121) in order to encourage tree planting.

Although it is too early to appraise clearly the implications,

two factors seem to be rather striking. Firstly, it appears that

- T LN L) b e R = W

forest management is increasingly being ziéecteéhto fuifii“the
requ{remenﬁs of the consumers of products fromuﬁooé?ﬂased iﬁdustriés,
diﬁih&shing the share available to the agffﬁﬁitufaliﬁopuléfién;
Secondly, the recommendations of the Commission imply that even the
production of basic necessities like fuelwood are to be undeftaken

 primarily in the land outside the government forests and sometimes even

at the cost of reduced output of agricultural products. Often it may

appear that encouragement for social forestry programmes is given not
out of genuine concern for meeting the needs of the people but to
minimise the pressures on government forests so that they can be utilised

wholly for production forestry programmesa.






