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========================~--~--============================ -
CONSTRAINTS & P~OBLEMS OF SLPEs IN. WEST BENGAL --- A SURVEY 

==============-======:====================================--



2.1 Intrdduetion : 
-··- -

A beforehand -knOW'ledge of constraints and problems of 

SLPEs in west Bengal is essential in view of their distinct 
tOP t_kt2.. 

character andAevaluatioo of performance thereof. Such 

knowledge will help us, to judge their performance in right 

perspective and also to justify their prOfitability, either 

positive or negative 1n view Of their deficiencies and social 

obligations. Such exercise will aJ.so help to ensure fair 

degree of accountability at various levels. 

The management at the unit level can not be made 

accountable for· operating-inefficiency as majority of the 

policy decisions are taken at the governmental level, thus 

eroding· the aut en any of the enterprise. rut such a constraint 

is not felt in case of private sector enterprises where deci

sions are taken at the enterprise level itself. The severe 

ccnstraint of SI..PEs relates to arrangement .of finance for 

ruepansioo as well as for day to day operaticns. 'lbe manage

ment of SLPEs also feel tight handed so far personnel 
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management is concerned which is largely affected by the 

philosophy of ruling party. The various social obligations 

such as the role of model employer, subsidised prices, 

regional develo~ent etc. also stand in the way of carunercial 

profitability. In fact, in many cases social objectives 

daninate.the econcmic objectives and SLPEs are rather created 

for reasons of political expediency or necessity. 

The canposition of Board of Directors of most of the 

SL.PEs also imposes a severe ccnstraint on their functioning. 

The too much dependence en civil servants, who prefer to be 

procedure-conscicus rather than risk-takers to capitalise the 

bu-siness-opportunities also hinders the performance of 

commercial enterprises. 'Ihus, we find that some of the 

constraints are imposed by the institutional framework, 

political-appointments, political in.terference in management, 

low pay to executives, poorly defined objectives and surplus 

cap_acity. Similarly, fair business practices, (to which 

private sector enterprises do not much adhere to), heavy 

expenditure en provisioo of township and the uneconanic labour 

policy also imposes the .constraints. 

2. 2 .Problems at a Glance : - - -
The problems of State-level-public enterprises in west 

Bengal as observed are insurmountable and a pitiable state of 
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affairs prevails in all the areas of performance. Almost all 

St..PE:s are in deep financial trouble and financial management 

is in perennial strain. Froductivity of labour is alarmingly 

l0<.11 in quite a number of cases. 1 The most trouble some and 

loss making sector is manufacturing sector, having at least 

30 loss making SL.PEs out of a total of 35 units in this 

sector. Almost all the enterprises in this sector have a 

sales lower than their expenses oo rt:rt~ materials and wages 

and salaries which together accounts, in many cases for more 

than 200 per cent of their turnover. 'I'he bu,rden of huge 

interest oo loan capital and indirect overheads aggravate the 

situation and adds fuel to the fire. 

For sane Of the enterprises, the resource mcbilised for 

capital investment for revival of plants and machineries have 

been -diverted for meeting the cash losses which is increasing 

every year. Such losses are heavily subsidised by the State 

Gove,rnment. 'lbough reimbursement of such losses take place 

in the shape of loans, by the State Government, the sane 

along with interest due thereon rately get refunded. 

'Ihe tardy management of working capital waters down the 

bleak prospect of profit-earning, as all the SI..J?Es in manu

facturi,ng sector face stringency of working capital in day to 

day management. 'I'he cwnulative total for deficit in working 

capital is at a herculean figure of as._ 18980.42 la.k,hs. 'l'he 

laxity in the area of inventory and receivables management is 
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mainly responsible for such situation. The problem of work

ing capital is further aggravated ~ the refusal of commercial 

banks to operate the cash lirni ts. The WSFL, KSML and NISCL 

are a few exanple in point. '!he poor capacity utilisation by 

SLPEs in west Bengal is another important area of problems 

and issues. For exanple, D.PL is utilising 33.3 per cent of 

its installed capacity. en the· other hand, Lily Biscuits and 

Eastern Distilleries are utilising their capacity as law as· 

a.a and 21 per cent respectively. 

2.3 Functional Problems a 

If we functionally classify the proolems of all of the 

SW?Es in west Bengal, we can put them under four major heads 

such as canmercial, financial, technical and managerial 

problems in nature. The problems relating to policy of the 

enterprise such as pricing, labour-welfare, marketing etc. 

are in general far from commercial considerations. Canmer

cially these enterprises were characterised by low capacity 

utilisation, did not have coomercial. freedan to adjust their 

prices, could not i,mport to .the desired extent the raw 

materials for production schedules, suffered from an -inapprO

priate product mix and had mechanistic organisations devoid 

of any flavour for mark:eting. 2 '!he OCL could not push 

through its products because of periodic imports of a raw 

material. The WSFL depends totally on railways for market 
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which provides a very thin margin for them. The canpany used 

to operate in a mooopolistic market in the paat and could not 

adjust itself to a canpetitive market when the situation so 

demanded. The west Bengal Tea Developnent Corporatioo. did not 

take up new plantation and other develo~ent work. Most of 

the gardens are old and their yields are too 1011. Their 

sites and locatic:ns are also unecc::nQnical. 'lbe west Bengal 

Ceramic Developnent Corpcration utilises its capacity to the 

tuna of 35". It is distributing its output to entrepreneurs 

at a subsidised rate of as. 400 M. '1'. against a productioo 

cost of as. 1400/- M. '1'. The West Bengal Handicrafts DevelOP

ment Corporaticn is not effectively marketing its products 

and that markets have not been identified and developed. 

The financial problems includes blocking of funds in the 

canpcnents of inventory and other current assets, absence of 

timely release of funds by the State GoVernment, suspensicn 

of working capital financing by the CQn~rcial banks and lack 

of cost cootrol. 'lhe ~L has blocked huge money with sunclry 

-debtors including State Government undertakings. ln view 

of its dismal performance, the canpany can not generate its 

working finance. It has to solely depend on the State 

Government for working capital support but such support did 

not cane at the right time. '!he west Dinajpur Spinning 

Mills has huge losses and is not in a position to even pay 

interest to the financial institutions. The wages and 

salaries are on an average 25% of the total turnover. In 
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many companies wages constitutes more than 55~ of the total 

cost of producticn. In the case of KSML and west Dinaj:p.1r 

spinning Mills r..td. material consl.lnpt.1.on is mo.t'a than 56" of 

the total cost of producticn. 

The technical problems varies fran inapt site selecticn, 

inappropriate technology provided by the various suppliers, 

and wornout machinery to lack of quality and waste ccntrol, 

and absence of balancing equiiXDent etc. 'lhe technology 

provided by the foreign supPliers for the phenol plant is 

defective from the very beginning and it does not operate 

anywhere near the rated capacity in the case Of the :O::L. The 

KSML suffers fran low spindle capacity, lack of plant and 

equipnent, and wastage and quality control. 

The managerial problems relate to the way the enterprise 

executives are recruited, their salaries, their style of 

working etc. Most of SL.l?Es suffers. on account of managerial 

problems. They can not professicnalise their managerial 

cacires as the salaries offered are ridiculously low. 'lbe 

ccmpetent managers and technical personnel left the organisa

tions within short period of their services. ~e enterprises 

introduced frequent changes in the operaticnal strategies 

without any justification. 3 

'!he manufacturing SLJ?Es are characterised by soft Floor 

management, lack Of supervision, low prodUctivity, lack Of 

proper maintenance and absence of work-norms. 'l'his is 
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corroborated by the fact that SIITle units have considerable 

assets in the form of vacant land, they still run short Of 

working capital which they use to mobilise only through the 

government. Th~ appointment of civil-servants at the top 

positicns adds fuel to the fire as they went on shifting very 

frequently and do not cQmlit themselves to the developnent 

of organisation-specific culture and result-oriented 

performance. Training and management developnent are at bay. 

2.4 .Pre-natal and .Post-natal Problems 1 

--~~----------~--------
FUrther, we can sort out these problems as pre-natal and 

post-natal problems. 'lbeir pre-natal problems mainly relates 

to project mana9ement 1n case of manufacturing St,PEs. In a 

few cases site selection itself emerges as the major problem. 

In certain other cases, wrong demand analysis turns out to 

be the key contributory factor to losses. The defective 

plants and machineries hinders the working of many enter

prises. In sane cases the selection of inaPPropriate technO

logy ccnstitutes the main limitation. The case of I:Urgapur 

Chemicals Ltd. is an appropriate exanple. It was started 

with a high hope that the unit will be in a position to 

provide basic chemicals for growth of dO«nstrean chemical 

industries. 'lbe project management in the inception phase 

has not been effective. Time over-run in ccmmissioningthl!.pLa.nts 

coupled with nan-operability of some of the units causes 
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serious technical imbalances. The post-natal problems 

revolve round the operational deficiencies in these enter

prises which include lack of systems and procedures with 

regard to the purchase and upkeep of materials, recruitment, 

pranoticn and motivation of persoonel, foJ:tnulation of 

suitable credit collecticn and cash management policies and 

choice of appropriate product mix 4~~. 

2.5 Sanple-wise Id.entificatian of J?rd:>lems and Constraints , 

Let us now highlight the problems Of each of the sanple 

S.L.l?.C:s in west Bengal. This will help us to analyse their 

performance in the right perspective. 

OCL was set up with a abj ecti ve that it will provide 

basic chemicals to dCMnstrean chemic;:al industries. The 

problems and deficiencies of OCL as identified by the Task 

Force Committee, set up en the recommendaticn of Standing 

Advisory Committee on Government Corporations to find out 

ways and means to achieve viability in the lcng run are as 

fOllCMS 1 

(a) Ncn-availability Of required quantity and quality 

of raw materials at reasonable price. 

(b) Marketing constraints despite low selling price. 
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(c) EXcessive manpower. 

(a) Absence of work-culture. 

(e) Very low capacity utilizaticn/input-output ratio. 

(f) Consumption of power, salt and mercury is too high 

canpared to norms. 

(g) Management failure. 

(h) A proper management information system is not in 

vogue. k3 such, cost control and loss reducticn 

effort cannot be attempted on a scientific ba.9is. 

A study of the financial results of ICL clearly points 

out that it is in financial. doldrwns. The canpany has creaP

ed into a situation of negative contributicn implying •trnore 

production, more losses... 'l'he cash-loss of the ccmpany other 

than unpaid interest on Government loans has been made good 

by loans from the Government. 'l'he accwnulated losses of the 

company has eroded the equity base of the company and at 

present it is stranded with a negative net worth. In the 

year 1990-91, the whole production facilities were shut down 

due to critical and unsafe condition of most of the plants, 

civil structure and shortage of a few raw materials. 4 

II. Westinghouse Saxby Farmer Ltd. (WSFL) s 

WSFL is primarily engaged in manufacture of railway 

signals, railway brakes, and other railway equipnents. The 

present situation is so pitiable that the employees • cost 
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itself exceeds the total sale value of productioo by a sub

stantial figure. The problans and deficiencies of WSFL are 

as follows a 

(a) Total dependence en railways for market. 

(b) Margin provided in railway orders is too low. 

(c) Low capacity utilisation. 

{d) Idle labourforce. 

(e) Cash credit account with canmercial banks are 

inoperative. 

(f) Total dependence on State Government for working 

capital and cash loss financing which is not 

available in time. 

{g) Delay in the execution of the orders. Absence of 

escalation provision in orders resulting in 

uneconomic execution of orders. 

III. Kalyani Spinning Mills Limited (KSMhl_ a 

'lbe KSM.L was set up to produce cottoo yarn to feed the 

handl.oan weavers and others in the state. It earned sane 

profit for the first few years of its operatic:n. However, 

during the last 2 decades it has been incurring heavy losses. 

As per the analysis of an evaluating agency of State Govern

ment5 the prcblans and deficiencies of KSML are annotated 

below en a functional basis : 
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(i) ~ancial J2rcblems : 

(a) Canplete erosion of the working capital Of the 

canpany, arising due to its huge operating 

losses. 

(b) Erosion of the capital base, due to the accwnu

latioo of losses over the years. 

(c) Dependence on single source of financing i.e., 

fran State Government for loss financing and 

working capital. 

(ii) $scnnel J2rob1Eills : 

(a) Heavy absenteeism and excess labour resulted 

into a state of position· where employees' cost 

itself exceeded the sale value of production. 

(b) Adverse labour situation, leading to absence of 

shOP-floor di~cipline and occasional stopPage 

of work. 

(iii) ~gerial 12roblems ; 

(a) Soft shop floor management. 

(b) Jibsence of work norm. 

(c) Lack Of supervisioo. 

(d) Lack of planni~g. 

(e) Low productivity. 

{f) .Absence of personnel-planning. 

(g) Lack of preventive-maintenance. 



{i V) !!£!:!!£Cal P£.S?l2~ : 

(a) wornout machineries. 

(b) Lack of maintenance. 

(c) Lack of quality control. 

(d) Lack of wastage control. 

(e) Lack of balancing equi~ents. 

{f) Low spindle speed. 

(g) Low capacity utilisation. 

(v) EXternal Factors 1 

(a) Periodic recession in textile industry. 

(b) Frequent load shedd,ing. 

The main business of EMAIL constitutes productioo and 
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sale of X-ray machines, along with repairing jobs and services. 

The ccmpany has also carried on a low scale, certain key-trad

ing activities dealing in medical equignents, canpooents, 

cc:mpo.mds and chemicals. 'lhe problems and deficiencies of 

EMAIL are as follows 1 

(a) 'Ihe product-mix of the canpany is ill-conceived. 

(b) severe market constraints needing ccmprehensive 

market development programmes, and product diver

sificatic:n. 

(c) Being threatened with technology absolencence in 

near future due to rapid improvement in the produc

ticn of medical equipments wcrld-wide. 



v. 

44 

(d) Severe financial constraints for existing acti

vities as well as for diversifioatiQQ of proauc

tico. 

(e) Huge outstanding due with state hospitals, 

causing deep cash flow crisis. 

In~{.Q. 
Gluccnate ... Lim! ted (GL..) ' 

F( 

'nle ccmpany is manufacturing facilities for the produc

tion of capsules, tablets, inj ectibles, syrups etc. '!he 

canpany was running smoothly till 1970. '!hereafter it drifted 

into an acute liquidity crisis and started incurring cash 

losses. The undertaking was nationalised in 1987. lJpto 1986, 

the sale value of production increased in small proportion 

whereas the corresponding cost canpa1ents increased in a .· 

disproportionately high ratio. Both the cash losses and the 

overall net losses escalated. The losses of the canpany is 

subsidised by loans frQii state Government. '!he cumulative 

deficit has eroded the capital base of the ccmpany and the net 

worth of the cQnpany has reached a negative figure. Lo, 

capacity utilisation can be identified as a principal malady 

of the canpany. The other problems and deficiencies can be 

summed up as follows 1 

(a) Imbalances in productive capacity caused by equiP

ment s being rendered out of order. 

(b) Ccnstraints of working capitaJ.. 
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(c) Substantial idle hours and absenticism. 

(d) Lack Of proper infrastructural facilities at the 

present productive site in respect of 

(1) Dilapidated conditicn of factory building; 

(ii) Factory layout not in accordance with pro-

cess; 

(iii) Improper ventilation, poor lighting, 

unhygienic working conditicns; 

(iv) Insufficient storage space; 

(v) Inadequate supply of water necessary for 

continuous producticn. 

VI. ~o l>ipes -and Tubes Co. Ltd. (N~L) a 

The canpany is the continuity of the erstwhile National 

Pipe and 'IU.bes co. Ltd. which becane sick and closed in 

1978-79. Later en, the State Government nationalised it in 

1983. The canpany was c:nce a pioneer non-ferrous manufac-

turer of extruded semis of copper-based alloys like copper 

and brass rods, tubes, flats, various sectioos etc. I)J.e to 

age old wear and tear, the original annual capacity of the 

plant was derated frcm 3600 MT to 1500 MT. Inadequate 

working capital lead to a perennial and acute shortage Of 

materiais which affects timely delivery. The canpany has to 

"Off again and en again" custaner relation leading to constant 

threats of blacklisting, liquidated damages, risk purchase 

and cancellation of orders. 6 Even in the face of stiff 
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canpetitioo., the ccmpany could not serve its orders in time 

for non-availability of raw-materials. 7 The situatioo. is 

more dangerous because most of the canpany •s cu.staners l:>el.cng 

to the strategic defence sector. The prOblems and deficien

cies of the enterprise have been sorted out as follows s 

(a) ACute shortage of working capital. 

~) Poor utilisation of derated capacity. 

(c) Delay in execu. tion of orde.z:os, res u.l tin g black

listing etc. 

(d) Increasing price of principal rcrv~ materials. 

(e) substantial increase in labour cost due to 

• Engineering Wage Settlement•. 

(f) Unfilled vacancies lying as they are since lcng. 

vii. 'ltle Shalimar works (l2l!O) ~td. (Sw.L.). s 

'llle SWL is primarily engaged in repairing job of ships 

of various types, owned by private parties as well as by 

Government. It serves the need of defence department also. 

so far profitability is ccncerned, it presents a rather 

dismal picture with escalating net losses over the years. 

On an analysis of the working results of the canpany over the 

last few years, it is observed that apart fran the low acti-

vity levels an account of chronics shortage of working 

capital, the cc:ntributic:n on the jobbing nature of work exe

cuted by the canpany have not been adequate to meet rising 

fixed costs, particularly those of wages, po.o~er and other 
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services. 'I'he main problems and deficiencies of the enter-

prise have been sorted out as follows s 

(a) Chrcnic shortage of working capital. 

(b) Low productivity of workers c:anpared to other 

private concerns. 

(c) Lower uti lis a:tico of capacity. 

(d) Lack of essential balancing equipnents. 

(e) Age-old facilities needing immediate rnodifica-

tians. 

The huge burden of interest on Goverrunent loans alcng 

with cash losses sustained since incepticn for various 

reasons requires the loan capital to be ccnverted in to 

equity share capital. 

Sr-e.e. 
VIII. A saraswaty Press Limited (SWL.J.. s 

SWL was naticnalised by an Act of 1984. It is engaged 

in various lines Of p.rinting and allied activities viz. 

letter press, off-set printing, block~aking, type-founding, 

book-binding, manufacturing of polyurethane printing rollers 

and the like. Financial statements of the ccmpany reveals 

very lew value additions a few years back, - so 1011 that it 

<!oul.cl.not recover the operating costs. 'n"le position improved 

with the help of orders at a high price preference from the 

Government of west Bengal which accounts for nearly 90% of 

the total volume of its business. The abnormal price 
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preference has been given with the intension o.f keeping the 

wheels of the canpany moving. 'l'he Government's shield has, 

1n fact, robbed the company of its com pet i ti ve stat us and 

inclinaticn. The company is also {acing a liquidity crisis 

and is finding it extremely difficult to mc:::bilise necessary 

working capital to cater to increased production. The 

problems and deficienciencies of SFL have been sorted out 

and summed up as follows : 

(a) Absence of productioo planning, and central to 

get control over performance • 

. (b) Lack of synchrooisatioo of activities of the 

different departments, denying objective results. 

(c) I..ack of scientific planning, training and develop-

ment of work-force. 

(d) Absence of costing and cost cootrol methods. 

(e) No efforts for gainfaul marketing strategy. 

(f) Age old worn out machineries. 

(g) I..ast but not the least chrcnic shortabe of working 

capital. 

SJ?L is nor..~ under the process of modernisation and the 

management has taken certain steps to bril;lg about certain 

major improvanents in operationcil. efficiency. '!'here has been 

a substantial improvement in its functiooing. General motiva

tioo in workforce has resulted in improved productivity. 



IX. west Bengal Sugar Industries Developnent Corporation 

Limited (WBSIDCL) s 
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WBSIOCL had two sugar mills - ooe at Ahmedpur and the 

other at Beldanga. 'l'he Beldanga unit has been sold out and 

the Ahmedpur unit is being run with tremendoo.s crisis of 

sugar cane. The severe shortage of sugar cane in nearby 

places of the units has restricted the expansioo progranine 

of the enterprise frQn 600 TCD to 1500 TCD. Al. though the 

enterprise make all efforts to raise the production of 

sugar canes in nearby places, the severe shortage of working 

capital hinders the procurement process of sugar cane. 'nle 

growers thus channel their produce to gur-crushers and 

power-run crushers who, in addition to offering higher prices 

also pay in time. 8 The financial statements show that the 

enterprise is incurring huge losses annually. 'lbe accwnula

ted deficit has wiped off the capital base of the enterprise 

and it is in an unenviable· position now - stranded with· a 

negative net worth of~. 1055.35 lakhs in 1989-90. The 

problems and deficiencies of WBSIDCL have been traced out 

as follc:ws s 

(a) Severe shortage of locally available suga.,r cane. 

~) Chronic shortage of working capital. 

(c) Cost of production exceeding sales values. 

(d) Very poor sugar recovery rate. 



(e) lge old wornout machineries leading to fall in 

production and higher cost of production. 

(f) ·Delay in release of working fund and others by 

state Government. 
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Though old and inefficient machineries have been gradu

ally replaced using the plan assistance of the state Govern

ment, the Corporation has perennial shortage of working 

capital for cane purchase. Sanetimes fWlds are released by 

the state Government but much after the crushing time is 

over. DJ.e to shortage of locally produced sugar cane the 

enterprise has to procure it fran far off places leading to 

high transport cost and drainage Of sugar-juice cootents. 

X. D.lrgapur Projects L,Enited (D.PL). : 

DPL is in the core sector manufacturing pc:Mer, coke, 

coke-oven-gas, coke-oven-by-products, industrial and drinking 

water and spun pipe. This enterprise has all the potentia

lities of earning profits, but is incurring huge losses. 

Impr011ed performance of DPIJ will have a better impact on 

downstream industries and as well as the eccnomy of the 

State. The problems and deficiencies of this SIJ.PS may be 

sorted out and summed up as follows 1 

{a) Frequent hike in price of reM coal. 

(b) Frequent breakdown of the pc:wer plant. 

(c) D3fective capital structure~ 



(d) Failure on the part of major custaners to lift 

the gas, result~ng in flaring up of excess 

coke-oven gas. 
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(e) Lack of proper econany measures for waste control. 

(f) SI,:ml pipe factory of D.l?L had to be kept suspended 

due to higher cost of producticn exceeding market 

price. 

(g) 4ack of danand Of a few products of the company 

viz. Industrial U>rocessed) water etc. 

(h) .Huge recurring expenditure on maintenance af 

township, hospital, school etc. run by the 

enterprise. 

(i) .Plants like coal washery plant, Bye-products 

plants etc. are getting quite older and need 

eXtensive renovation. 

(j) High cost of financing resulting canpany • s fund 

being utilised for debt servicing only. 

XI. ~t Bengal Stat!_Warehou~ing Corporation Ltd (WBSWCL) ~ 

WBSW::L lets off the storage space mainly to bulk trading 

Corporations viz. Jute Corporation of India, Food Corporation· 

of India and State Trading Corporatic:n of India. Around 40% 

of total earnings of the enterprise cane fran bonded ware

houses. Since the objective of the er)terprise is to cater 

the needs of agricultural sector, it would have been better 
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if the warehousing facilities could be directly extended to 

farmers in the unorgan.ised sector. Although the enterprise 

is earning profit since long, it could have earQ~ higher 

margin of profitabUity, if it could have utilised near cent 

per cent storage capacity. A good percentage of storage 

capacity remains vacant in stead of good danand. Since the 

enterprise depends mainly on requirements of other PEs, any 

change in the policy or size of their business directly 

hampers the profitability of WBSWCL. For example in 1991-92 

due to withdrawal of guaranteed storage business in jute and 

considerable fall in warehousing of fertilisers, the occupan

cy rate of the enterprise fell to 48% from 60 per cent of 

total storage capacity. 9 More011er, the rising cost of 

establishment and other expenses hampers the profitability 

of the enterprises due to prefixed and agreed rate aE storage. 

XII. west Bengal Financial coreoraticn (WBFC_t a 

The obj active of this enterprise is to provide financial 

assistance to both small and medium scale industrial units 

in the State for the balanced growth of the econany. The 

management of the enterprise is of the view that perfoDnance 

of the enterprise in granting loans to units in 'No Industry 

Districts •, backward districts, small scale and tiny scale 

sectors has been notable. But the other side of the coin is 

not pranising. The total amount of the defaulted loan alcng 

with interest stood at ~. 2958.03 lakhs as on 31.3.88 out of 

which total principal default amounted toRs. 944.34 lakhs 
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and. inte.J:est being Rs• 2013.59 lakhs. It implies that loans 

in default account fo.J: a.J:ound 23.5% of the total dues on 

account of loans and advances - indeed a substantial figure. 

A further analysis confirms that defaults are persistent and 

cootinuing f·or ages, implying thereby the possibility of such 
·~, 

loans tutfng bad in due course - may be even in the near 

future. In fact, if the default interest is not realised, 

the cumulative reserves and surplus of the enterprise will 

be totally wiped Off and there will be a severe dent in the 

net worth of the enterprise. Simi.larly the accrual system 

of accounting helps the enterprise to register net profit 

every year but if the accrual system of account is switched 

over to cash basis which is logically required, the whole 

picture may change and the profits may turn into losses. 

XIII. ![est Bengal In~trial Deve1o2nent Corporation~~ 

(WBIOCLL , 

WBIOCL has been set up to provide incentives to prcmote 

private involvement in the ;industry sector in the State. The 

incentives to private entrepreneurs are provided through 

provision of loans, direct participation in share capital, 

provisioo of incentives ranging from refund of sales tax, 

power subsidy, capital investment subsidy, empl~ent subsidy 

etc. It also prcxnotes industries in joint sector. 'rhus, it 

helps in expeditious clearances regarding land, pcMer, 



finance, incentives, registration, letter of interest etc. 

The problems and deficiencies of the enterprise are 

summarised as follows a 

lhe enterprise is incurring losses since 1996-97 on 

accoWlt of switching over from accrual basis to cash basis 
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of accounting. Moreover, the enterprise ha to pay a higher 

rate of interest on borrowings fran the market as well as 

frcm IDBI. &lt the rate of interest chargeci to loanees 

remain$ the sana. The main problem of the enterprise 

centres round recCNery of dues. Prepcnderance of hard-core 

defaulting units in the loan portfolio 8l'e. mainly respcnsible 

for shortfall in recovery. Recoveries have been persistently 

lower than the targets set. we can not hope better since the 

units assisted by WBIO:L are in red. By the end Of the year 

1987-98, 61 units out of total of 240 units assisted., have 

been either closed or suits have been filed against them for 

recovery of dues. Even out of these 133 units which are 

running, only 55 units are healthy, As such, the chances of 

satisfactory recovery of dues seems to be bleak. 

XIV. west Bengal·Essential Com~ties SUPplY Corporat~ 

I..td. _!WBECSCL)_ 1 

This is the largest enterprise of the State Government, 

respcnsible for channelising the supply of essential ccmmo.. 

dities like cement, edible oil, sugar and other items. Though 
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it is in the serv·ice sector and primarily meant for trading 

activities, it also has edible oil refinery and packing 

plant. 'nle enterprise has a clean record of high profita

bility throughout its life by virtue of state administered 

mcnopoly, being conferred on it. It has all the advantages 

of aclninistered prices. Hence profitability cannot taken as 

an indicator of performance. 

The greatest danger which the enterprise faces today is 

the changing policy of the Central as well as state Govern

ment. 'nle less is the Government • s ccntrol over essential 

goods, the lesser will be the size of business of this enter

prise. For ex~ple, in the 1988-89, the Central Government 

lifted 'levy• on cement, as a result the enterprise had no 

business in levy cement. Similarly, a drastic cut in import 

of edible oil by Central Government and consequent reduction 

in State allocaticn hanper.ed the operation of the enter

prise.10 This led to lesser incane and as well as dealers 

and consumers' grievance. The shortage in storage and loss 

of goods in transit also affect the profitability of the 

enterprise. Similarly, the loss is caused due to deteriora

tion of quality in store and pilferage. 

2. 6 Swnmi9.,g~ J 

To sum up, we can say that most of SLJ?Es in west Bengal 

are suffering fran scxne common problems such as shortage of 
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working capital, accwnulation of inventory, excessive man 

po.r~er, under utilisaticn of capacity, age old technology, 

wornout machineries, low productivity of workers, excessive 

cost of production ,market ccnstraints etc. etc. Since 

one-third of the sample units a:;e nationalised units which 

hitherto were under private sector and were taken over by 

the goverrunent of west Bengal when they becsne sick in order 

to protect the employment, their deficiencies are naturall.y 

in born. However, the State Government failed to revive 

these naticnalised sick units en large scale. It is also 

strange to note that State Goverrunent is ~ying all the 

fixed cost and a part of variable cost whenever the total 

sale proceeds are miserably short of tc.>tal cost, by way of 

reimbursement of cash losses to these SI..EEs but the Govern-

ment is not caning forward to grant lumpsum to revive these 

units to minimum possible extent to enable them to over cane 

their deficiencies wherever possible. 

11 kl official committee, ccmprising sane veteran CITU' 

leaders and a State Cabinet Minister has, in a report 

submitted to the Chief Minister, pointed out that the west 

Bengal GoVernment is not doing enough for the revival of the_ 

languishing state-O<dned public sector undertakings. The 

committee, in what is being regarded as a balanced repc.>rt, 

has further observed that the role of the trade unions has 

not been conducive to the improvement of the public sector 
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units. Regarding the role of the management the veteran 

trade unionists held that : (i) Periodic productioo target 

are set cnly for the sake of it1 (ii) firm canmi'bnent to 

reach these targets is singularly missing; (iii) marsha.l.ling 

men and material to achieve targets are not planned property 1 

(iv) productioo capabilities are not properly assessed and 

(v) flowing excuses ar~ put forward for nonperformance or 

poor perfo.r:mance of the units. 

'lbe canmittee cited sane exc:rnples ·of lCitle execuses as 

put by the management for non-achievement of targets. westing 

house saxby Fa.oner Ltd. in its monthly report to the state 

Government, cited the ''D.l.rga 1\l.j a holidays' as being the 

reason for nonfulfilment of producticn target during October 

1991. Interestingly, in its report for November 1991, it was 

said that because of the "Kalipuj a holidays 11 , they were unable 

to achieve the production target. Regarding the role of la

bour and the trade unions, the CITU' leaders felt that in many 

units, "workmen were yet to adjust to new realities. They 

continued to remain oblivious to the threat to their very 

survival and existence of the organisatioo itself. 'l'he 

committee regretted that trade unions in many of state units, 

though coocerned abOJ.t the rights and privileges of employees, 

did not show similar concern for the well-being of the enter

prise itself. In a sharp critic ism of the way the government 



has gooe about managing these units, the report states 1 

11Frol:>ably at the first sight" the task to bring about a 

turnaround looked so formidable that the Government tended 

to accept the existing condition as a fait accQllpli. 1112 
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