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.CHAPTER • VIII, 

SU¥~JRY AND CONCLUSION. 

As tqe problem of excess capacity bears hard upon 
industrial' carrier of \'Jest Bengal and as ptospect suffers 

from it at poor industrial relation v1hich does heavy 

procuction losses. due, interalia, to strikes and , loclwuts,_ 

some thinking on radical line should be· done to take the 

bull by the horns. Our study for Registered Manufacturing 
-· 

sector of w·est Bengal shot<Is that while. capital co.;;effic1..ents 

rise at remarkably high rates, output grmvs at a slow rate.

Here capital deepening seemed to be the major influance 

b~hi.nd 'increases of·labour productivity. But increasing 

ca-p_ital co-efficie-nts have failed to produce labour produc

tivity accross the i:ndustries.o Continous capital deepening 

\'lithout adequate increases in productivity means low ·rate 

of growth and cost push inflation. This has been found 

tested in state own'ed manufacturing enterprises of \vest 

Bengal where they have grown in size, investment, coverage· 
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and expectancy. But their performance andprofitability has 

not yet;, been ShOtilO Up Very much. vJork:l.ng capita·l of many 

anterprises ·has beon loclted up largely in· heavy inventor tes 

and trade creditst creating a tremendous liqu1d1.ty problem • 

Many public enterprises are incurring heavy losses and 

overburdening '~ith. loans. What \<Jou;Ld b~ socialist substitute 
' 

for ·their bankrupt¢Y·?· If they t~ere carried through difi~Pit 
' . . . ' 

operation, who will b.ear.the burden?_The crisis is serious; 

the autboJJl.tias arid leaders are aware of direot load baaring 

on the public funds. They had .believed that join venture . - - . . 

would~ endorse savi:d .. r-fain'~ of private sector in feGble 

. m~nagement ·of public. sector •.. But it being a· ltind of 

· · enfeoffment of public sectot~ unit has failed desire capacity 

utlltsation. However, productivity_ under private sGctor units 

· in the state had drawn some dmvn as inc:reasing capital 

·. intensity was not accompanied by increasing capital deepening. 

Entrepreneurs :tn·tllis sector might ha~e avoided capital 

deepening at· the risk. of labour tr3uble Ln their units. Still, 

compare to public sector units,. privat~ sector units are 

v1prking better to~d~y. li'or this \·Je .f_'avou:r the following 

D:i.agonosis: . 

Privatisatl.on of St~lte Ot..rned Enterpr:l.~cas and Public 

· Sector Units for Commercial Viability and social 

Responsibility~ 
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If an entert?risey be it public or private, ensures 

greater value of output than the value of input employed, 

provides quality to consumers; pays reaso'nable wages and · 

salaries to workers and employees, contributes public 

exchequer through taxes and makes available fair return on 
the investment~ \1e recognise its .¢ommeccial viability & 

social responsibility. so, social responsibility is quite 

compatible with commercial viability. ·The public sector 

units and state vJOned manufacturing enterprises in We.st 

Bengal have ·fulfilled neither commercial viability nor 

·'· 

social responsibility. Tbey_ ru~ on high inp:ut output ratio\ .. ·:.:h 

and fail to gene.rate adequate r:eturn on the investment of 
public·money. By this, tney havE;} become a burden rather 

than being an asset to the Govt. and failed requirements 

of th<; economy mainly of empl<Jyment generation in the state. 

For these units \ve suppo.rt transfer of controlling interest. 

te.speclfic firms and p~rsons. VJ~ also support preferentl(il 

offer of share to workE!rs and employees· in the units_ they··.·: 

worked• <1) It t-Jill· inorea~e operational ef:fioienay, reduce_·_·_:-

·cost, improve. quality and productivity, 

For improving productivity and efficiency privatisation. 

is now-a global phenomenon; Even a Communist coun~ry like 

0hina is nol-l indicating its urget; emancipation from the 

bondage o·f controlled economy. The .developed countries had 

already passed dotvn_ their private pat·h experience over ne1.-t· 
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enterprises in their countries. Recentlit1 it has be€m put 

·forward as when we see the process of privatisati.on in 

'Britain began ( 1980) with 'British Aero-space Bill'• In 

¥ranee the 39 banks and 4 majo1• industries,; had nationalised 

in 1981, are expected to be privatised gradually. T.he 

Ita.lian Govt. has given the I.R.I's Chairman·a freehand 

regarding privatisation of I.R.I. The ·then vJest German had 

privatised 958 companies •. Other advanced countries namely 

Spain, sweden,. Japan and Canada have got down to .privatisation. 

The underdeveloped and developing coun§ries are also not 

lagging behind. In .·Gh~na, after Nkrumaht the new Govt. 

offered thirty state enterprises f'or sale·• .In 1982. Bangladesh 

had sold of:f:100 compan~es to private sector. And recently 

l?akistarl have denatiorialised 200 rural industrial units.' 

The other. cC?untries vJere ·;Malaysia, ·Singapore, Brazil, South · 

·Korea~· Il4:ext.co, Peru; Argentina, Ohi,le, . Venezuela and 

Senegal etc.-· {2 ) In India question of p:rivatisation assumes 

great.e significance and relevance as Central Government 

(1991) announced its intentions to divert·20 percent of 

stat.e investment in a few public sector units· and pass on . 

the same' to the private sector. (3) There 'is now a definite 

political trend to-wards privatisation as it not only. grants 

creation of eorripetitive environment to improve. efficiency 

· but. also endoi's U.tiiisation of private funds to relieve 

the·country from budgetary problem. 



... '' .... 
•,' ·. 

Greater Reliance on •Private Sector•· for 
Resource Mobilisati0n and Investment : 
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We have seen that·t.he private sector manufacturing un~ts 

in West Bengal were 113ft to their own. resources .• , Btit Govt. 

backe(} up "[lUblic sector units. notwithstanding their 

.. inefficiency an<i Gxcess capacity; •. · For \'JOrt.by motive they dld 

tnrn many private sector·. units into public-, but not a single 

public sector. unit into· privatth ;t:t is duE;) ao ;:m · ideblogical. 

bias. In West Bengalthe left front leaders' morale stand 

ts to create more ~nd more units under pUblic sector that · 

t-Iorkers can fall ih love with them; that the gen~ration of 

.l:lug~. black money can be .lessened; that the bias bigger· 

private ~ntrepreneurs caQn.'t threaten the smaller ones;. and 

that, as a. result the Laissez;o..f'aire economy cann.t t have an 

entry to Cfeate chaos and anarch~l.J.-) This So.cio-Political 

condition in the state has been putting the.private sector 

in fear of' death and. dried up the tJrend or growth. and 

development t>1hi.c.Q once had maintained through remarkable 

employment and output·. Nevertheless, the private sector 

manufacturing industries in the state were more efficient; 

·better administered and better managed than the i.nd1,1stries. 

under public ·sector'., It has been broke out through the 

analysis of excess capacity·,. For the country as a whole the 

picture. 'is not d~fferent-, lp support of this oon~ention it · 

has. been pointed that "ltihen public ·enterprises in the 

manufacturing sector .. recorded a growth rate of 7.,18% in their 
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pro'fit ·after tax, tti the year 1985-..86, th~ same in the oases> 
. '! 

' ,, 

of large public :limited comp.anies under v,rivate sect9r as 

studied by the Reserve Bank ofindia had been 27.t.'7G. This 

promising contribution of Private sector manufacturing 

enterpr't,ses in the economy suggests itself to encourage 

p:r'ivate path manufacturing development in India as ~'lell as 
' ·~ .. 

in West Bengal. 

vle k:nO\>I that t>rivate lndiv'iduals are free to run their 
;$if):; 

affairs ·as they see· fit• And for this competttion c.tsua~ly 
' ' ' 

.errs by selfishness and indefferenoe to the well being of 

others• Still, it would force businessmen to improve their 

products and keep their prices reasonable. The public interest 

would therefore· 'be served by competition. For. this compet.ition 

has now become deliberateness and n0t the selfishness at 
' ' . . 

modern age• \..Zhether the competition is good or ev.il it 

indicates the undisputed fact as Marshallian thesaurus ~lls 

us:-" ~1edern business is characterized by more self~ reliant 

habits; :more forethought• more deliberate and free choice •. 

There is not any one term adequate for this purpose: FREEDOM 

OF INDUSTRY All.lD ENTERPRISE, or more shortly, ECm~QMI.C FREJ:fl)OM, 

points in the right dlrect!;on and may be used in the absence 
•' . . ' . ' 

o:r .a better. n (5') Thls ·thirst has been, reflected Qn our 'Ne\~ 

Economic Policy ~(1991)' or popularly known as liberalisation 

policy 'VIhich laiding stress on restoration or competition, 

moderantsation of industries with high tech bias, smooth 
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functioning of market economy and integmation or:,domestic · .. 

· economy t>J1th the TtiOrld eeonomy. <6> It can be ach,t.vened 

o·nly througl{ a bigger role of private sector. 
' -:~ 

.Abateme~t of~ Activ~ty of Unions. 
-.. 'l 

In West Bengal the a.ctiv.lties of most. of the ;p~tvate 

:.· :-

' . __ -, 

. set!tor· maf)td'aoturtng· ·ep~erprises ·are·~ura~er, tinton.· 'lqaders ·. · · 

: surve1llari~e~ Mflny linion .leade_rs or rullJ.ng party are 
. . '.-;. '-'~ ·' . 

. formidable and rqugh for their demand and party catchwords~;::~ 

They p1ck .on quarrels,_. even tbose. might .. ha_ve been a local.;'.: 

with ·ot'>lners and stand out against duty. ·Some~itnes ;th,ese 

local quarrGls fortify against owners and g1~e off strikes:·:~. 
which get in vJ1th Government support. And entrepreneurs 

have been baok1ng down most quarrels by this way. This 

sit~ation is .closed in on the doQr of many private sector 

manui'aatturing units in the state and their l~Jbeels bave been 
-·· )· 

slowing down from late years or seventies. The ·industrialists 

are nOYt1 reluctant to set up net.; units in ~he state. As ·before 
. . 

starting any manufacturing unit a successful industrialist 

always ~e·e~, bt,s .i'ing~.r on; tqe pulse. of the troll,t1,.oo-eeonom1o 
~ - .~ .. ~: • - ~ ' :·- •• - ' - ,! - • 

condition. o.f tbe place9 011e ca~n•t llo,pe f:or i-Jest Bengal the 

grf.lwtll and e41)af:lsion of private sector units vJhich would 

have b.een able solve· a part of severe unamployment problem 

in tbe country. 
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:tn fact, so long our institutional frame work is concerr1eci 
. ·.·; ', .. 

and labour is dissociated from managemen·t, one should e.lqleti(- · 

'1rJar• and 'Peace' in industrial relation.: But battle by sci: 

called union leaders on all issues against entrepreneurs l'JQuld 

work for a false standariaztion of workers t consciousness. .. . . . . - . . ' . 

For the interest or sound industrial development "'e are -

eager for trade union leaders to come at the r~sk of omitti,ng 
- . ' 

haggler trade.unl3nism in West Benga1.• ... ~1They sbo~ld not_ forge.t 

the lesson o,f V.V~Giri, a famous trade unionist in .t)le country,, .. 

about their work culture:"-For the achievement_ of the.goal of 

progressively speedir;tg up productiQn; it is necessary 'that . 

workers should completely eschew indiscipline; stoppage'of 

production and indifferent quality of works and tor this it 

is necessary that they should build strong democratic- trade' · 

unions•• (?)so, we hope for removing the existing work culture 

'through the formation 9f autonomous wo;r:k ·gro~ps. For this the 

p·rocess of craft.ing awareness in the: mind of workers about 

future o.f their unit and acculturation would call forth a 

good work culture •. With this a sqqrt of trusteeship approach 

and collaboration are also necessary from the part of the· 

industr1.al le~:;tders~ We 9ann' t neg elect public open ion too.; 

Due to: stoppage of 'tll~rk' the loss of public cs~c.bor' units 

snifts on to tax payers and the same of private sector 

shifts on to cons~mers t~1ho are also tax payers in the society. 

\Their openion.based on sound economics somettmes should be an 

arbiter to the trade union leaders and entrepreneurs to 

split the difference. 



Qo_nsideration of ~1~J?gers;. A :Need for :Acti:ve:::garticip_ation 

in· Ii~s_ipg ~n.ternational ;r:4az:aket. 

·In West ·Bengal we have seen more explQltation of .labour 

arid lower wages in Small manufacturing enterprises than btg 

ones. l1i taliing.loans ~titd subsidies ·many new small units in 

the state have made themselves burdensome.which not only put 

back operational efficiency but also put the cart before the 

horse~ They carin ,·f ·take .. the full herietLts "of ·~cdnomi"es of· . 

scale and operate 'under ;greater a.Xoess capacity 'due" to a ia:ck:. . . 

of research and development. so,· they eahn•t"survive iriter.;;. 

national. eompeiatiori •. For this t-Je have 'to· permit bigger· flrms 

in the state. We also deem preferable·.me~gets . on industria'l 

ieaders i attention. 'The business houses will. find tt· wo·r:tb._ 

while to focus only . in a 'few areas. The rest. they t~ill- shad 

oi:i and 'in thetr main lines they vlill oonsolida te tb~'ir. 

business ·by acquiring ·more capacities.· This wiii make. 'the 

groups' more homogeneous. We give the example of the R~P;·G •. 
groups which have deo1ded to concentrate on tyres and tub~·s', 
electricity, elect'ronies and. chemicala~ Mergers hav.e n~w· ' 

become. the· order of the. day. (B) D. a. Pai Pi:madikar, a ._ ... , . 
b~~iness_)aconomi§ts~ says· "every month· aroUnd 15 ('fifte·e·n) · '· 

mergers 'take. place ~nd this ~iil iricrea'seh •. we'· believe that 

.;_. 

mergers will ~prove quality and speoia:iizat.Lori for. particular ' 

products . \'Jhich can be suppiied ln interne tidrial. market~ ., ' 
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· Amelior.a.~ion of t4auagement and Technology to: Learning 

Process by doing. 

. . 

To come through the export deflclencles or tae· cttun·;ry ~ 
. . . . 

tile 1ssne of~lmprou-ing quality of domestic manufacturing needs· 
~ ' . 

. amelioration decision· process far product line design, new . 

markets, new 'co-operation,. new thinking and new su1•v1val . 

strategies in changing course of time ahead. Accumulation 

of these invisible assets is the foundation of sustainable 

competitive advantage. The dream can•t be·realised without 

having new maehinartes •. so., we nead collaboration as well 

·as multinational ( foreign private investment) firms for · 

organisational learning. Theywill provide opportunity 

to build ·the work method, standard and belief as a blue 

print of e~rtainty.As our foreign fisca~ defiqit have :reached 

at such unworkable magnitude and foreign exahange.~eserve" 

depleted to such a ~evel that thelia could_be improve!! only 

by following a new policy. 

The Indian company can offer transantiobal ac.qess·to· the 

·lucre l~cal market by allov-:1ng a part, of" tlle equity •. , In retur:n · 
-

it can acquire vJell known brand na~e which can get part in 

rising world market. However, one may think differ.ently by 

pointing out . the transfer of resources . and encroachment ~n' .· .. 

. the huge local marttet through transnational firms wliieh .. may 

create problem for the country; but one can•t deny ·the gal,p 

r:rom export trade and employment· by this aaeess.<9) 
.. ~..;':--.~., 
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•we ·must recognise tbat the world .ts moving rapidly. to:..wards 

tradLng·bloek~, whose members enjoy pref'erential access to une 

·:another t s markets. Th1s large block-derined market be,comes . a 

major attraction for foreign investors, diverting investment · 

to· them from countries without such aecess•,(10) Without having 
' . 

membership of thes? block defined mar!tets VJe _can •t expe,(:t to 

safe-guard. oul;' internal economic interest in cutt.ing down 

industrial in~ff1eienP.y, excess capacity, u.namploym~nt a.nd 

regional disparity. -Jls now: in t11e eouotry, the. regional 

. disparity is .inereaslng regional polities. 

so,·· this new. po11ey suggests that. tie should CQange Ql,lr 

attitude to- new . t.eahnology and new market. In fact, w~ pave . 

·to do· every th~og to brtng. new industrialisation in l·Jest 
. ' . • I • ' 

Bengal to solve the problem of ·hunger., pover-ty' and unemployment.. 

. t.·" .. :_.. . 
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