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CHl~PTill\ - I. 

INDUSTRIAL GRm•JTH Oli' WE9:tt IJE.NGAL -

I:i?S HISTORICAL PERSPECTIVE • 

~HE NATURE OF "DECLINE". 

1.1: Introduction; The Continuity in·Industrial Development and 

.Economic Turnings: 

The mavels of modern science are results of a continous 

industrial. development and progress in technology which are 

brining m~re·and more new industries into existence and 

fundamentally. alte·ririg the structure of industry - its en<~rgy 

and raw material bases· Unprecedc;:nted opportunities have 

cropped· up before mankind for mastering nuclear pOtver, ocean

resources, outer space and laser power. l-1any modern major 

inventions are now commerciallf successful .. Present-day 

industrialisation in characteri~.ed by a rapid development of 

sophisticated branches of economy. 

Of enormous significance in. the lifeof man and in his 

struggle \~ith industrial inventions was creation of indus

trialised society - one in which a busy transformation is 
. . 

on rush in the way people work ·and liv·e. The society in 

vJhich economic laws express the ::essential aspects of relation 

' / 

', / 
-~,· 

./ 

'/ 

/ 
J 

•,\ 
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ot production and their inter-connection with- produc,ti.v.e 

forces. This society gave birth to an Industrial Revolution; 

rj,.se of capitalism; exploitation of worlters; slUms; and 

labour unions. The spontaneous workiQg~class movement brought 

· · ·· ~eoialism, social legt·slatLon and Govt~ regulations} 1 ) Then 

··$:· competi.tion between the two-world systems, the socialist .. ~- ·. . . . ... . •.;• 

apd the capitalist; has taken place• In the course· of this -

competition, the capitalist 1.11orld has approached production · 

· more ·.realistically • Having soma advantages in the sphere of 
p~oduction and circulation; the non-socialist t-30rld has 

been subjected to a contrast t>Jith itself in the form of a 

North•SOuth Dialogue ie• w~istl!ng of the developing 

·countries with the developed countries52 > 

. 
~During the past decade the developing countries have been 

fac~d with a series of severe external shocks ~ 011 price 

increases, Global price~inflationst recession, high interest 
• : .. t • 

rates and exchange rate instability, and most· recently 

interruption of supplies or accustomed external finance• 

•From 1979 on they were hit by the longest and most severe 

recession since the SecondWorld War and then by unprecedented 

increases in. interest_ rates, appreciation of u~s. Dollar ( in 

which most of-their external•debt is denominated), low price 

for exp:ort commodities ( except petroleum ),and from mid 1982 ';. 

on by sharp reduction in the inflow of commercial capital. '(3) 

;. 
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Their exports generally consisted of a few primary commodities 

vihioh tvere main 1ndustr1~.1 inputs for Northern - industries. 

But now the Northern-industrial inventions have gone up to 

such an extent that out ,',of 65 (sixty f'ive) chief industrial 

raw materials ( fro~ L~D.G ) 63 ( sixty three} have been 

substituted ( except Oil'"~ .,This has caQ.sed :the disruption of 

ma~k~t.s tor their products. The programme. for. 1ndustrial1sa-

. 'ti~n in d~y-elQ.ping cou,n.t~i~s ha$ emerged, frQm ~his. qritiof;tl 

$~tuat1oih i'b.ey need develQpi.ng_ impor.t-f)ubst1tutes and t1 

qual~ty propu~t1.c~m for· exporto Bllt sharp. and wide technology 

.. SaP$. e,x1E!t: be.tw:een . developed. an.d deVf.llop1ng · o.ou,~~ries.• . The 

· eap ita.l. ·lab.our rat:Lo• neoes~ar1:}.y .. ref leo ts, the .difference 

in· a~.aess· to .technology., ~he.1nd~atria11sed .. oountr1es~ arE) .. 
. ' . . 

naturally . far ~upertor ~o- .the develop~ng countries $0 far as 
; ' ' . .. . . 

produot.i.on .teopnology ts ¢onc~rned.• For 1ndust.rial,1sa~ion 

and .economic !ievelopment the develo.p~ng · co_un~rl.es have to_ 
' . . ·- '' ', 

. depend oq. t.eehnology .export fra.m t:b~- .deveJ.op~d .countries· v7h1oh 

are found verymuob umoJi.lling to transfer the latest technalogyo 

Consequently developing countries find themselve,s in 

d.isadvantegious posi~ion so .far ·t;):s. the.1r expor.ts are concerned 

and they are ·compelled to. bor~ow.~ industrial oapit~l .from · · 

the advanced. coun.trt.es .. ·-Things. have povJ c6m.e to· such. ·a · pass 

that these developing countries are so heavily: ·.1nd.ebted tllat 

they :aan hardly repay their debt ·.an~ service burden. ·To 

over•come these problems attempts helve been made in the· 



.' '·. 

1, ' 

developing countries to encourage export-oriente.d productt0 n .. 

and production or·. import•substitutes. This. results construe• 

tion pr plants less. than•e.fflcient"!'m1n:~Jn~-size. (lt) It leads 

to nagging problems of •e~cess capacity' in the. industries·~5') 

Excess capacity is barrier-to entl;'Y in an industry and 

hi~ders t~e growth of new uni'ts in the industry. It not. o~ly 

forestalls entry but also generates o11gopoi1stic or momopo ... 

listie mar.ltet structuref6 ) If industrialisation is followed 

by excess capacity then it will generate further crisis.-. 

Again·~ most of -the developing countries, during ·.tbe period 

o.f their planned development, experienced t enclav~ type • 

development because of the larger concentration of modern• 
. . !· ' 

secto.r activities in urban centers mainly mat'ropolies, 
' ' 

degenerating growth impul~es to their peripher1.es.(7) so, 

the problem or regiona1 intraiooindustry disparity in terms of 
. . . . ~ ' -

excess capacity has now become an acute prOblem in-the 

·industrialisation programme Of developing ~ountries. India, 

b':$,ing a developing co\}ntry, is no exception· to this crisis. ·: . . . . . . . 

Td India e,xperience or \'lest ,Bengal is conspeoious in this 
•,,. 

respect. 

1.2, The'Bygone.Glory' in. In(lustrial Activity _of Ben~ala 

The remintscences tell us.that the economy of Bengal in 

ancient peri<?d was.glo~ious in the sub-continent~ Since then 

Bengal has been.tamous for the high artistic skill of her 



· craftsmen. Her muslins, brocaded silk, Jamdani Sari and 

harmonious cot ton prints were famous in the world. · • The 

cc;>tton textiles and sillt fabrics were provinces' most famous 

industries and these had markets not only in other parts 

of r4ughal Court, \-1as one of 'the eonolsseu~s of 'the products 

but also in many countries tSB) Tbe '!rJOrld~·ng of· nietals and 

precious stones9 the preparation of essences,- and ivory. ~JC>rk:s 

attracted admiration of ·many travellers from Eur·ope and 

Far Ea13t~ Under suitable patronage art. and ·iridustry bl'Os.somed 
. -' .. .· 

at their exquisite delicacy and beauty .·· ·~ unrivalled by . 

. the product's: of any other nation. 'lhose glorious. days. lasted 
' '. ·.) . . ' . 

lorig through.hereditary transmission of skills. base'd on 

ca·sts ·and sub..;.casts. 
. ., 

Bengal maintain·eo. an ·active overseas trade with South 

Irid1a and cayion in the firs·t century !uD. {9) The important 
• • • • 1-

centers of t:rade ·and i~dustry were:. Pundra- Vardhana~. 
' . 

Lak:sJ:nrianavat1, Vikrampur~, Karnasuvarna, Triveni-, suvarnagram, 

Saptagrama and Tamralipti. 'Tw~ impOrtant overl~fnd trade

routes: t-lere po~uler; one connected Bengal through , Kamarupa 

'"ith China, the another pa:;;sed through the Himalayas accross 

Nepal, Sikk'im·a~d 9humbi-Valley to 'Tibet and China.(1o}. . 

Through trade .her \-iealth had been increased ~riormously. The 

wealth of .Bengal about a century before British conquest has 

beGri vividly de~cribed by Bernier .• The prosperity :Of 'Bengal 
) 

before: ;J?lassey (175'7 -).was ascfibed by Verelst to the 
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'oheapn·ess and quality end the prodigious traffic of f;het 

manufactures•. But the day of damnation came immediately 

after Plassey t·Jitll series elf events: 

1. · 'f,cquisi.tion of De\-iani by the Eost India Company in 1 tt77 

had opened the line of draim~ge of t-1ealtb frora Bengal. An 
. . 

estima~eby_ Late Dr. ;r.o. Sinha put the outflot>~ of resources 

.from Bengal betvJecn 1?57 and 1780 at nearly £38 million. 

It includes drainage of silver_ currency in ~ngland via China; 

. By this; funds fOr devel?prnent· of netv forms of cmtefpri.se 
.. . . ' . ' . . ·. . 

had beq,n .. drained off· to England 'Yihere industry and commerce 

t.Jere.'£J.~~~isb}.ng as never before. <11) - .... 
.. . ,. 

. . : - :~-

2~ 'Industrial Revoiuiiion ( t.Jith seri~a of invention~ ) 

oncour:~:ged .the. British industrialists· to ·CaptJ~e til~ marltet 

61· Beng·kl. for their ,products •. J • 0• Sini1a opined that the 
. ' . ' ~ ~ ' ' 

Industr'lai Revolution ·in ~ngland ·only hastened the.Bengal 

Ind~strles~ 

3• . •The policy ~~r-·s_t);~@-ln England to dl.sc6ul'!ag~~:- Indian 

ma~ufactures. (12 ) It .bad started the pr~cess .of de--indus-
. ' 

triaiiz~t.ton through British ·camp-f'ollot-Jers and fortune-

hunters. · 

4. The: fiiarathat I't1ughs and Portugese pirates. followed loots 

vJhich. brought uncertainties in the economy of Bengal "YJhereon · 

artisans were advem.ely affected in th.::ir trade and transactions. 

'.~·.;,·.· 

... ,, 

"' 



By ·this_ way in course of time decade from Plassay all 

i_l)dustries . in Bengal de.clined - cotton an(l. silk-spinning 

-and weaving, sugar; salt, iron"!'smelting, tool-making, dyes 

and ship•building were noted. <13) Ultimately Bengal became 

tl;le supplier of: raw materials for Briti.sh Industries and 

market for Briti!;;h manufactured goods~- People concentrated 

ou agriculture by le~ving traditional industries. The 

transfer of power.trom the company to the crown is another 
. .· 

phase to hit out Bengal•, Thent the Commercialisation: of 

'l 

agricuiture .began \'Jith the beginning of Civil War in· liforth 

America which diverted the British demand f".r raw cotton 

· d · · d • · ·· r u "''t d st .... - t -· r di ·· < 14 > -an :tn Jogo ·. rom n. e · a..,es · o n · a• ·- The best lands 
< 

of Bengal were i'orceiy thrown for indigo plantation; The 

non..,;food to food•crop output ratto began to rise -and self 

sufficiency of rural Bengal had brc>ken · doltm tremendously • 

Cockrell, enquired ·tn th·e famine, himself· admitted that

tone of the causes ( scarc·tty· Of food...,;grai:ns ) w_es the 

: !ncret:Lstng cultivation of indigo vrhich year by year ·absorbed 

large areas ·or lands vJhich otherwise would have':.·been devoted 

to the cultivation or cerealst~ 1 5} 

The accij'mulated capital ln private .. hands ·in.Britain 

started fld~ing ts ~ndia ~lu~Qugh 'push and ~ull effect. and • 

B~ngal·go~ localisatio~_of two ~ndustries as-Tea and Jute. 

· Fo;r ·jute the t'lorld•s h.igbest. localisation came into force 
.. ' f.' . . ..... . 

on ·the baoks of r:L~~r Hughleeo F~o~ 1854 to 1863 the grolv.th .· · 
-··: 
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of this_.;n·~ustry was· rapid, As Mr. B·O•KeJA~ had mentioned 

. the. roma~ce Of jute .. on·· the occasion· in bi·s report: •Jute was 

a mono~C?lY of India arid in this the Bengal industry had a· 

strong advantage•P 6 > In Bengal thetea was planted first in· 

the y.ear 1'856 and therev1:Lth fostered Fulbari T•·:m. (1877. )' 
I ·, • ,.: 

.washabari T.E. · (187'7 }, ,Damdtm ~·E ( 1'877.),· :Dal~mkot U:·E•: 

(1876 )~ Ma~abar1 :T~E····(1:a77l~ M~n$hope T•E~. (1'878}p ·p~t~bar1 
T.~-E~ (iS78) and futntahera T.·E·· (1a7s> etc.~ Upto l906 all: 

' ' . • ' -. ,. ' . . l. c., ' "' • : • • .. •• ' 

·l '. ' 

·waste latids of JalpaigU.ri -came und~r .tea .plantation.· ·By -this 

~ay·, there were. 150 te~ gardens in th~. year ·,1.9~~. D~rtng ·this 

. time· many tea gardens tiad fostered tn Darje·eling di'strict. <17) 

J:ndustrialisation in: Cal.outta-aowrah-Hughlee area. fO.lJ..owed 

· · a' oharaeteristi:~ reat.ure :which was· the presence or. ~arge .. 
' , 

··managing· ag'ency · rtrms unaer Europeans •. Thei. controlled th.e · 

majority of the' aotton jute, Tea and oth~r' mills• .The doa~r!ne 
. ~ . ' '. . - ' •, ' . . ~ 

of imperial prefer~~de 'did, 'at; tract many priva·te · inv.~s~ors to 

set 'up 'their ventcires in the area •. Men who ci:~verted .<='3if'rom 
" . .. ''. 

' .. · . . ' . 

faatori~s~ · ·trap for exp;lo1tation as they had. neve:r: be~~me a 

str~ng colleetive•butoge.~ne:v :Ln the factory syste~· +hus; s~ow 

growth of trade' uniori;fallipg wag~s; rising prices and ~~ge pro

fits did :abtraot agai~ few industrial units 'ror t-1hicb commeroi&l 
·''.( 

and. geogr~phical :advantages had already prev-ailed in the area•.· 

witli;~Bengal disa~·~tpat'ic;m fol:Low'ed by .British rulers~ 
•we ·sew ~iadrtis and BOtllbay had always sharing the, larger amol;l.nt 

,\' 

' 't . 
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than ~e~gal where it collected more.revenue than others. It 

accentuated the disparity. ~he inequality was enshrined in 

.the Govt~ ·of India Act.1935', and fifteen years thereafter 
. . 

in; the' ·constitution or 1950 ..... in a '\':orsen ro·rm. l~ny public 
. :,. . . - \ . 

. . The' B.engal famines rapeatedly famished millions of people 
' 

and mounted profits to 1ndustrial1sts •. And finally ,c:rttt~tLYJ 

violently disrupted· the econottiy of Hast Beogai vllth the 

exodus. of population from the then· East Pakistan. Jwoordingiy 

about 4.~3·: lal.ths of immigr~nts ·had been rehabilitated outside 

t·Jest · Bemgel up to date .from 19l•6 .to 15. 7.1970 and ·22. a lakhs 

t·11.thill tha. states~ ·( 19 ) Thus, the econom}t of ~~est·. Bcmgal was 

sllu~tered. 

1.3~'~he {!;xp~r.tv:mee -'With Centre: A Set Back· to-wards Development•· 

·. Discrimination \>11th \'lest Bengal started at the dawn of 

independ.~nce · •when \vest Bengal Govt. disco~ered that the 

· centre !.ad on the starke of 12 o•clock ·the previous night slash 

the stat~'s share of jut~ qxpo:rt duty. (20) Even during the first 

decade 'after J.ndepen~ence, t~est Bengal \-1as the most industrial 

state in India.· -I!'l the year 1955-56 '11\lest Ber~al had the higl:lest 

per capita NDP (Net Domestic Product) compare to £.1aharastra; 

Punjab, Gujrat and Karnatalta a~ s.hown 1n ·Table 1.1. <21 ) In the 

year 196~•63,the position pecame third. In 1976, the position 

had gone . do'l.tm to . the 7th·. !.n ol.,de:r of rank.; From 1962-6:3 to 1975 



'.:.·· 

1o - -

the per•c'apita N.D .. P. increased f'or \'Jest ;sen-gal Rs-. 460, for 

Maharastra Rs~ 678, for :Punjab Rs~ 934, for. Gujrat Rs. 513, for 
~ ' - . ' ,. -

I\arnataka lls. 573 and for Haryan·a Rs. 813., It is due to the 
' '. 

remenstrant planning by' which West Bengal had been pushed 

back to 'the·tail end·:Ln the ranking. Throughout the planning 
. . 

period· in India a picture of discrimination with \'lest Bengal 
' ' . 

i~ clear .·from table ( 1'• 1 ) • As in the 2nd Plan period the per-
. . . 

oapit~ state~plan expenditure was the lowest for West Bengal 

· (Rs. 59 ) compared to Maharastea, Punjab, Gujrat and Karhataka 
- . . 

in order of ra! .k. The ·same rank was observed in the 5th Plan 
. . .. 

period. From 2nd Plan to 5th ·Plan for West Bengal the per-
'. 

capita state plan expenditure increased by ns. 141 t for 

Maharastra ·lls. ]06f for ~njab Rs. 437; for Gujrat lls. ·. 286 and 
' ' ' 

· f~r Karnatalta ·Rs• 215. Amazingly . Haryana t s per~ capita income 

iric~ea~ed. treme~d()usiy· \'lith massive increase of per.;;;dapita 

state pl~n expenditure. At_the close of the 5th plan 1~ was 

found that West- Be.ngal, 1.-1as behind the states in the botll 

respect~: ~s· · -~efe~re;i~ . 

: Since ,the p·ltiuning allocation was not fa:votlred, the 

·income and expenditure detarioted as· shown in table (1• 2) 

vJllere·_ \.J~st Bengal -~ettled. at lowest rank in respect of per

cap·tta revenue. r_eceipts and per-capita development expenditure' 

.to. revenue rece·ipts. From the year 1982 to t9a.? per-capita 

revenue ·}:>ecei"pts increased for. West Bengal Rs~ 5a• 78' for 
' ' - : 

(Zujrat Hs~·"' 100~37, for. Maharastra Rs• 1-02•06, foi- Punjab Rs~6~·•91 t 

far Haryana Rs~ 97.83 and for Karnataka Rs•- 102~07. Hence, the 



• 
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c 

tUk..-1 
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-~ ..-Itt:! 

-· tU p. \..() 
.s.l <U .• 'lr\ 
Cll OP-.1 

• \r\ 
S..A'Ir\ 
(!) •"' -

·- At~~ 

* 
West· 449 

· Bengal 

:-:l·1abarastra 4o4 :·:. 

·' 

··pun·jab ~ 389 

Gujrat 379 

·' ._· . ..!.•"•,•t• 
•~,' - c" 

.Karnatt:Hta 308 
... 

Haryana 
I '·' .. . ' ~ . 

. -~\ ~. Table: . No. 1 ~ 1 .,-.. ··· :~t 

Per Capita Net Domestic Product-and Per Capita-State Plan 
Expenditure at Different- Plan Period in Some J4ajor states • . . . - ~·· 

c 
.. - :c c • ·- - '• (!) • 

«S ~- «S ~ (!) JB til 
r-1 . ....... -~- .-t 

(!) ll. c (!) ll. c (!) J:l c s:: (!) fl;e 

tUCk tUk..-1 tUCk alS:....-1 wCJ.tE-tw C:OJ.t..-1 ascs:.. 
4-3CU::I ~ ~o-· ~ro;:s ro· . ., ·o- ~ tU ::s-r-~ ~- 0"-' ~ tU ::s ..t: 
..-lri~ c o;-ffH' ..-fr-I+Jo ~ ....tCH ...... ,.....~ 0.. o,...rtt:t ..... r-1 +Jo ..-..+) ~-

p.llt ...... -C\l a.. ('I') P,fl.t ...... - rt1 a.. l.r\ Q,fl.t..-10\ - . p.. 0 P..f-':\4...... ...:t :' . 
C\1 'CJ •.. cu ·~ ro ra • ll1 ·~ ro · •t:S\0 r-1; ·• .: C\1 • ['.. C\:3 'V .• . 
0 a, c &H:o~ O~t O<UCr!2S.. OA;:j. OOJCttUm '.0 At • Q(!)ClB,~ 

~(!) (!) •0 .s.l (!) (!) 4.2 (!) -.a ::s- . :-.. ('. 4.2 (!) (J) 

s:..ro~cro kA-D 14 C\1 p. c 't:S ~A-D ~ .ll1 P...O c c s:..A..O k· ro o. c .-o 
Cl)..... ...... c (J) • "' 0>4-3~..-fC (!) • cr-. (l).P~O'-C..-1 (!) • ·Cl' Q)~l<.,..fCc 

AcrJ.l!%1-::::1 llt~~ A.Cil -;:s fl.t~~ P..CJl',-<4- p..:z;,... AcCJlf:tl-::S 

** *** **'** **>t' **** *** **** 

59 399 86 465 46 667 82 

66 .. 418 110 .478 98 686 . '199 
.. 

i : 

94 388 125 -'492 109 910 316 

90 4o2 115 462 101 66.7 ---·204 

-- ,: -. 

61 312_. 106 ',''373 81 552- 128 
' 

' .. ' . at45' 
. : 

1t1 810. 358 . 
. . 

. ·• . ro 
&! r-l 
c Q) p., 

tUS:..'*"' roc~ 
~o-- .f,3 ll1 ::s . ..t: 
..-1 CH . ...... r-1.~-.s.l 
p., l.r\ P..P-t...... l!'\ 
t\1 • !:"- cu·'"d·• 
OP.I -0GJC.§2~ 

•N·. 4.2 Q) (!) 
Sot A['..- s:..roo.cro 
(!) .a-- c.n .s.l ~-' c· 
At;;::;,- 'AcCIJ -::s. 

***** *-*** 

925. 200 

1156 -372 

1426 531 

975 .. 376 

946 276 
: 

1258 481 
. ' 

- . 

-~ · For the 2nd and 3rd Plan Punjab included ~ryana; Assam .and l4eghalaya. 

SOurces: 

* ** 
*** 
**** 
***** 

N-~A.E R -- t967 . 
State. Plan documents anci ·1951 census. 
Finance-. Commission- 1969;· :171, .··. ''73~ 
Based ·on State Plan documen.t and 1961 census.· 
c.s.o. (1979<). 

:, 

-~ 
~ 

I 

! 

I 



"·- States 

.. 

lrJest 
Bengal 

Gujrat 

l-1nharastra 

Punjab 

Haryana 

Karnataka 

.. 

Table No·. 1. 2 

.Per Cap~ta Revenue R~celp·ts and De,Jelopment 

Expenp.iture. _to Revei1u~ ~ecqipts ~n Some r-1ajor 
States.-. 

Per Capita neven~e Receipts Per Capita Development · ·:Per capita 
fin F.s. ) 

1982-83 . 1983•84 

244.64 . 261-.55 

381.69 ~ . 426.46 

.. 
'479.42 438.67 

450.97 486.62. 

. 455. '75· !.:-89;.24 .. 

33'h26 ' '370.91 

.• Expenditure to llevenue .. 

·• !lCcein ts ( 1n Bs ) • 
- .. 

t984-85 '1,982-83 1983-84 . . 1984-85'. 
., . . .. 

. ~-'.' 

·: 303.42 . ~00./3 . 206.97: 262.35 ... 

... 482.-·06 . 278.76 · .. 299.05 353.11 

. 5iiD. 73 
.·. 

264.25 313.05' 371.67 
-

.i 

··l'340.5·1 . '515.88 267.59 322.73 
... 

553.58. 316.77 . 328~ 91 393.07 .. 

' 
' 433.27 ' " 221.32 238.91 304•31 

- -·-. 

.. 

Source:, u neport pn Currency and Finance; 
Reserve Bank ·of India, in West 
~neng&l_. (Economic Hcv.tew) 1988, 
Page 192. 

.Development 
Expenditure 
increased bJt 

(in Rs•) 
. '1~82~85 

61;.62 ·. 

74.35 

107-.42 

72.92 

.. 76.30 

82.:99 ' 

Per capita · 
Revenue 
Expenditure 
increased bv . 

(in P.s~) 
j982-8t;: . ,I 

58~78: 
\ 

100~37 

102·.06 

' .64. 91 

97.83 

102.07 . 

~ 

1\) 



Per·· capita· :d~V:¢lopment. expenditl,lre to revenue recelpts for \vest 

Benga-l- :was,' :th(ii :lo\IH~S:t am()tlg the···sta:tes as snown tn the table. 

·.Th!a· d1sc.~.ijn~n~tion·started:,g.err~rctt:J.ng tll'e r'egional·-(.iispar1t_i6ls 
. . 

(e~ch sta t_e ,:>J:lS a reg:~9n ) and Wes~ Bengal receded, to, the b~ck-

groufid' ··in ·.'{;1· 'd6lve:;oping· economy., ·.$0. it i_s an easy: surrender on 

the· part Q.r ,'the{· Benga-li Pub.l'tc open ion to · tha'-· temptat:Lon or 

· -~tu.tt!ng·':the ent;tr~ 'resp_onsibil'tty o.f 'this· sor:ry stat:e of affal.rs .. 
'·, ·' . ' ; . 

-.A· very interesting vi.ew ~o.r: the Bepga-1 Chaniber ·o£· calnmerqe 
. . 

.(1:971) that •the .. ctH1tpe.ts dealings ·"1itP, w~:s'1?· l3$n~al and its 

· p:robiemf? · l~ad €o: ~he· broad oo~clus Lon that· while demanding 
. . '. . . . ' ~ . ' . . . . . . ' . 

· modtf'icf!t.i()n and. change·· in· certain pol.ictes anA .pra:ctles. 
' ' .. .. ·',.. . : ··. . ' . 

per.sua,cte by the .un.J::'G>n · Gov~., ai'f'ect that . state;, Wes.t Bengal· m~st. 

also ·take a long 'and hard se~:r.;.crtt·-ical look~ Bemoan$ng centre.• s 

attitt;lde·,,~·n every -form is Qetther jus·t-ifi'ed nor likely to 

prodl~_ce any. help~ul re_sult•.f23) 90,tl'le. di-sc~,i'inination and 

disparities cont-inu~d in planniri'g ·-periods. 

1.4: ·The -~~giona:l Disparity ,,_ A Crisis Process • . ·: _,,.. .·.. ' . 

. . The· northern five dis~rtcts or West BeQgal -• Darj eeli.ng, 

.ralpa1gtir1; COo¢hbehar, *West. Dinajpur, and 'Malda jointly hold 

---~-·--~---~----~~----------------------~---------------
• west D'inajpur is· now· divided tnt(!)' two districts viz$ 

Uttar. Dinajpur ·-and Dakshin Dinajpur~ 
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the identity of a Region ealled.North-Bengal. The remaining part 
. . 

comprises o.f eleven ~1str1cts !1olds the regional name as South 

Bengal •.. r~ortb Bengnl is agro-dominated and rural based edonomy 

vJbere t.he. five districts are more or less backvJard in every· 

rGspect• Limited infrastructure facilities stand in tbe viriy of 

creating atmosphere for manufacturing activities. ·In. agriculture 

sGctor ~lso: the outdat~d method is mostly follovJed ca:asing 

little improvement in pi'oduction. Except tea fmv other industries 

like tlmber1 plyt'lood, rice and flour willing are seen in 

Eli:tiasal of Jalpaiguri and Dabgram of Siliguri areao ll'ev1 'r'ice 

Nills are tvorlting in the district 'VJest Dinajpur vlheroin · Ralganj 

spinning mill and a small paper mill have be.en working for a 

fe"J years.·· Since, there presence· only. a fe\~. and .poor min oral· 
. . . 

resources, as copper in Darjeeling and line stone in Jal~aiguri, 

no big industrial units based on mineral resources yet started. 

In South Bengal the Calcutta-llo'~:a•ah-Hughlce industrial 

belt is the bi..gest; a region longing about 80 km. on tl:le ·banlt 

of Rivor-Huglllee, starts from North Triveni to South Birlapur. 

The nearness o.f t'Jalcutta port and its hinterlands .lilte Bihar, 

.Assam and Orissa make facilities of machines, men and raw

materials for industrial units. Coal from Ranlganj and electri

city .from D. V .c., Bondel and Soutalai mc.ke advent of many 

units like 'Jute, Cotton, Aluminium, Paper, t1atch, Engineering, 
.. 

Chemical, Glass and ma,nYother industries 1:1hi.ch t~c cannot 

classify bere.In this region we see a car making unit· 'ajj 
. . 

Uttarpara, ·a shoe-matting uni.t at Batanagar, a Railway coach 



'. 
,,. ·, .. 

making tmit at Kaehrapa.ra, a ship-building unit a't- :Khidirpur and the 

gun fact~y of K.ashipur~ Here many private conrpahies have extablished 
' .. ' ,. ·-

their manufacturing units as for their neeessary·lnputs other 

tndus,tri.al. outputs areavailable in the area. . 

The Asansole l.ndus:tri.al belt comprises of Raniganj, Bu.rnpur ,. 

Kulti1 · Baraltar, Rupnarayan and Chittaranjan wllere we see industrial 

units like !ron and· stacl,.cyele, alum.toium,.paper and l~eomotiv~ 
. . . 

manu.facturing.f"or wb.teh power produce mainly by. coal available 

:'in Ranlganj area. Adjacent to this the Durgapur industrial region 

where main industrial units are D.P.·L. Durgapur Chemicals., Mtn.tng 

and·Alloyed.Haehinaries Corporation etc. Bare a coke coal producing 

unit, a fertilizer manufacturing unlt and a speetical-glass 

manufacturing unit are impcn•tant among ot~er than hundred unit.s · 

in the ar.ea._.Theindustrialisation at Haldia is· made mainly by 

Govt. facilities. Total investment in Haldia area by State Govt., 

Government of India and the-~major private sector -C:mterprtses are 

to t)le .tune ·or. ns. 900 erores. The !mportan,t existing industrial 
··1',: 

··: 

,., 
._, 

units are; H~idia Doek Complex t~itn eomposit cargo,, Haldia Refinery' 
.·-. ~; 

Haldia Fertil,'~zerst Shaw, \'JB,1laee, fUndus tan Leaver, Chloride 

India· and P~·t:~o ·Carbon etc • 
. ; . ·. 

!'or mineral resources .. the 8Dutb is em:lot:led wlth coal, lime

sto~, Ulfrarn, f'ire-clay,- cyramic manganese" copper and iron-ore. 

f.t.UY~:;~dditl-onal amount of power as produced in the state brought ·. 
- _-- -. . ' 

.• 

\ ' 

a bo.rder allOtment for south as needed by its grow lng demand. '£he \ · 

draw.;.baclt .keeps North less ·prosperous. so, cU.versity and disparity 

are co~existing along witb.g_rowtla and development as sh()t-Jn in the 

114 318 -~.·.>WJ ___ -1···_-. ! r ''; 
~ wnr! 

,\ ...... 
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1 o 5: Forces of Divergence and Convergence batween Regions: As 

Backwash and spread_Effect. 

19 

The· tertiary sec_tor . is the most importa.nt employment 

provldiog sector in Urban areas Qf North Bengal.· One of the 
' ' . -. 

most' distinguishing features of the towns of North Be~gal is 

presence of large number of retailshop in the uDban areas. The 

small retail shops are pred6niinent in &11 the towns and 

villages of;·~orth. Kurseong remains an exception as there 

p~ople are engaged largely in transport and" constructt~n works~24) 
•The nature_ of occupational pattern in the urban areas of 

North B~ngal shows that ithas failed to achieve growth and 

so there is an excess population in retail trade•S25)' 

• ·The· degree of ur};,anisation for the· year 1961 ·ror North 

Bengal was 10.1, raised to 13.7 in the year 1981. <26 ) The 

degree of urbanisation of Siliguri, Alipurduar, English-Bazar, 

Old Malda and Raiganj are comparable as similar to some towns 

of South Bengal •. The peculiarity is tha·t the degree of 
urbanisatiori in North Bengal is the expression of agrarian 

c'~isis where as the degree of ubbanisation in South Bengel· 

(for comp~rable to1.rms ) • is the expression of industriali'satton• 

.Beoause · in 'agrarian seat·or North Bengal is ·rar behind ·any sample 

size of five dis'tri-cts of South Bengal regarding the distrt~ 

but ion· of' ground water· structure. The areas irrigated by. Govt •. 

Canal.s -in Nor.th Bengal .a-re: so i'ns-ignificant tbey are never · 

before Burdwan, Bi.rbhum and M:Ldnapore alone •. However, the 
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•:t'ista Project' has a good prospect for future J.l~rtgation 

facility in North.Bengal. The farmers of the South are 

advanced to commercialize their agriculture products as use 
. ' 

or fertilizer reflects their motive for commercialization of 

agriculture • .Lack:<Jf irrigation facll:i.tLos limits the use of 

fel"ti11zers and hence, unprofitab.Llity: diverts the farmers 

of I~o:rth to other occupation mainly 111 u:rba11 areas. The 

process lifted tile high degree of urbanisations in the NorthS2·7) 

Here analysis of Gunnar Myrdal requires special attention that 

'it appears to be generally true that urban, grOt1th in under

d~V'e'@oped regions is not a function of the expreston of 

!."ridiistrial base but £~n expression of the .severity of agrarian 

cri.sis. In soml\il tmvris of the south urbanisation is the result 

of. t Spread Effect' o:f lndustr iallzatlon. F'or this reason the 

'Back\.; ash .ii:ffeot • \vould be more for rural-narth than that of 

rurel .. south. <28> 

Regarding· income distribution tnc Lorenze curves of 

Siligurt;29) Durgapur-J~sansole (30) and Kursciong (31 >arc more 

or less the aame. The upper 10% families enjoy 33% tG 36% 

of· total income tl-]heraas the bottom tO% familiGs enjoy 1% to 

· 3%~ of total 1ncomelt The deff'ercmca is that the co-efficient 

of ;variation of income for Kurseong is first in rank v1h&reas 

Siliguri stands second and Durgapur•J.I .. sansole the third. The 

degree Of variability Of bUSineSS income for tbe fOI't!H3r LS 

more than the wage--income of the letters. lt'luctuation being 

settled t,Jith greater div:ergenca in rural areas of North, the 

. ' .. 
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·disparity bet~veen North and f~outh is not-J acute in recent years. 

Th({'problem _of- intra-industry disparity in terms of excess 

-- cs,pac·tty ·bet\..zeen regions is oot.; one of the crisis proc~sses. 

The problem retards the g.rov1th of n~t·J units· and .tndustrlali

zatipp in \·Jest Bengal . · reflects the fnclal features· of 
;,_-~ .... 

:;,conccmtration- in few specific places only .. · The Hegistered 

Manufacturing sector brought_ an evidence for this: 

·During· tile last decade the di.stri.c~s lii(e Coocllbehar, 

V.ie~t Dtnajp~r, 1·i:d.da, Nurshidabad., Purulla and· Bankura 

got little improvement in lnqustrial activity. Under these 

distl ... icts ·mE<ny units run into debt and uorlt at less,..than• 

- minimum-capacity ~;hi.ch. baffle the forthcoming entreprenGu:rs 

unless. they break fresh ground.. Pew entreprenurs ha,re tt="ken 
' , ·- ' -' . - ·-

a ~efip !.n _the dark since t4e observed a slight change in 

industrial activity. Many manafaaturing units in these.· 

districts l1ave come to terms \!f·tth loans and subsidies from 
~ - . . - . . . . 

public funq.t~ They have become loss -conc<:rns. ·. within few days 
! ; ' '- ~ '. •. . . 

of their birth. The industrial development in these di.st:rlcts 

have passed down on recourse froa1 Govt. only~ 

. . . 

The· growth· or Rc-glsts_eGd Working lraotories { E.:"cluding 
. . 

Defence F'actories) .in the·· state brings us an opportunity_. 

to. inVeigh against COOC011tl"Ution ViZ. UOit_S t ~IDploym~nt and 
'' •' 

,-::~ 

output in two specific places.only. 
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District '·· 1978' 
' 

. vJest . Bengal 5967'-

·Burdwan 325-, 
--

Birbh'Um ' ' ' 78 ' 

- Bankura 73 ' 

. l4'idr1apo_re · 86 ,. 

·Ho11rah ' 1274 

Hoo·~nly 169' 

21.l' Parganas . '28f1 

Calcutt13- 544 

Nadia 73' 

Mur shidabad 18 

West Dinajpur 31 

1'-ialda '7 . 

.Jalpaiguri 249 

Darj eeling ·• 161 

Coochbehar 1.3 

1 ~urulia . 55 

1979·-

61-44-
' 

347 -

80 

69 

83 

1326' 

. 205 

2861.-
' ' 

559 

8~' 

1,7 

'29 
'• 

. ~·.: 

253'' 

161 .· 

-13 

51 

' 

· Tahl;&? .... =~ Jit~· 
~ . . ·~ . 

Registered Worltlng Factories (Excluding Defence

Factories) in West Bengal by District •. Table No•1•3· 

. 19Bt 11982 " ' ' 

1980. 1S83 1984 .-. 1985''. - 1986 -·1.987 
~. ' . 

- __ . ' 

61.1-21 6548 6954 7324 7628' ·, 7864 8064 8:34,8' 

367 ·. 381' - ~97 '42,1 . 434 I 465 .4?7 491 

.82 .. ·.·, 83 '86 86 '88 ' 89 91 94 

66 69 ,-,·66 -, .65 '67 68 76 80 

92 . 101 -"1'01 91 11_ 9 124 126 134 

1394 l421 1541 1643 1'68?' 1728 1774 '1816 

221 231 238 248 251 '282. 290 301· 
'· ; 

2979. '3032 3209 3381 3504 3609 3684 3828 

591{. '596 671 715 757, 772 782 801 
.. 

91 96 101' 114 124 1-23 128 133 
' ' ., 

14 13 _13 15 15 15 15 17 .. 

30 29 30 2-9 34 '-'j4 34 36 

s. a: 9 10 12' ' '12 12 14 
'' 

-·. 

254 254 260 .. 271 289'. 294 312 '325 

. 166 172 176 ·; 1$0 
• 

'.187. 190 196· 200 

13 13 13 . 13 17 17 18. 18 

50 49 4a 42 : 43 47 49 51 
Source: Chief Inspector of F'actor.les, \vest Bengal. 

1988 

'·8573 

499 

95,; 

75. 

'134 

1841 

313 

3988 

!,313 

138 

18 

37 

15 

330 

201 

18 

54 

·'1989 

'8746 

508 

95 

79 

146' 
. ' ''" 

'1869 

324 

4087 

819 

1~8 

18 

37 

.17 

336 

201 

18 

54 

; 

I 
.! 

M 
1\) 
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1,6: The Poor Performance in Industrial Activity: The Registered 

~wnufaaturing Sector as a floferenoe; 

. Apart from regional problem tile industries of t~est Bengal 

stand back by mad1oace performanaeos The picture fO·i,. index 

nWQbcr of industrial produetion of trJast Bengal compare to tbe 

rest of India (li'ig. 1.1 ) sbows that the industrial activJ.t1es 

bad face~ a hard ti.me for the period from ·1990 to 1985 via a 

gult in the ye~1r 198t~o •. l?or India tbe gro\IIth of industrinl 

production continued at a rising 1a~end. HoHever, in \-Jest 

.Bengal there was a slight improvement in the following yoors. 

It is due to the small scale manufacturing units l~Jhich had 

been started. with aid and subsidies tor few y-ears. But their 

contiout.ty is questioned as most of them ought to be sick 

t..r ith.ln few y·ears .. 

The ex-factory "~~lue or output of' West Bengal. to India t>ms 

9.8% in the year 1980-81, than began to f8ll in the follo~ing 

years upto 1986-87 ~Jhen lt was 7.416 only. It is due to a stich:y 

grotoJth rate of output ln West Bengal •. The Lndex (tllith base 

1980•81 = 100 ) or exfactory value of output in West Bengal 

bad grovm to 16!}.1 irn the year 1966•87 t>.ihen India significantly 

notod at 217.8(3~) The day for damp growth of output is 

evidently causing a fsct th~t the ground once industrial t-Jere 

fabricated notoJ loosing robustness. 

~rom Di.rector.ate or Industries (Host Bengal) the source 

says that th~ period from 1980 to 1989 industrial licences 

;:, ' 
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issued ( granted_under Industries Development and Regulation 

Act. 1951 ) for 33 new undertakings, 52 licences issued to 

units for production of new articles and 2~ licences for 

substantial eXpansion.<33)Among them manufacturing of Rubber, 

Plastic, Petroleum and Coal products, Chemical products and 

Electrical Machinery are projecting the forepart of their 

succession. ,During the same period a pre-reo.ord from J:.iinistry 

of Industry,oGovt. of India, helps us to :perpend abQut letters . 

of inten~ and industrial licences issued to different states 

in India, where West Be~gal is behind the s·tates like Andhra, 

Gujarat, Haryana, Karnatl;ika, ·~dhyapradesh, t~barastra, 

Tamil Nadu mid Uttarpradesh. We:st ·Beng,al is only before Assam, 

Bihar, Kerala, Orissa, Rajasthan and Pun.)ab. Punjab was left 

behind for political crisis. But wha~ crisis· is inherent in 

\>Jest Bengal where industrialists are reluctant to get more 

industrial units? lvhy they reveal. their preference for M.P., 

U.P. Haryana, Andhra and Karnataka over West Bengal where they 

could have constructed industrial units ? Only industrialists 

can div~lge this retrogression. 

Here capital output ratio, output labour ratio and capital 

labour ratio are unfavourable in industrial scene when 

compared to 'those of tfabarastra, Gujarat, Karnataka and 

Haryana as shown in table ( 1.4 ). 



Table No •. 1.4 .. 

. , ·~he:,C~_p1ta1 Output Ratio, Outpu~ Labour 
·.· , . 

. ·.and C~ipita~ Labour Ratio tn Registered 
. :_·J4anufa:cturing Sector for Different 

st·a.tes in India. 

Year 1981-82 
. ~ ... '.) . 

S~ates- . ' C/O 0/l-l ' C/W 
·' 

Wes·t ·Bengal 0.72:10 
'·-.:·.,.' . 

0•9240 o.663 
. . 

_..I.•· 

Ma~arast.ra : o.5656. .::.:~: ~t~-7 >-.69. o. 9880. ... 

:f .. - .', 

Pilnjab 0.6765 1.4772 0.9993 
•. •. 

Gujarat .• 0.5487 1·5314 o.alto2 .. ' 

Karnataka 0.7220 1 ~0793 0.7792 
,. 

Haryana , . _0.6393 0.9756 1•0772 . -i··.' ' .. 

Uttarpradesh 0.9764 ' o.aa4o 0.8631· 
., 

'· 

Madhya_ Pradesh 1.2423. 1.2462. 1 .. 5482 

Andhra Pradesh 0.8375 0.5638 o.4722 

source: Data Calculated from Table No• 17•6. 
· t Statistical Abstract' West Bengal 
1978 to 1989 (combined) Bureoue 

·of Applied Economics and. statistics 
P. 482-494. (value~. in lakhs.) 

: 



In recent ·years for Registered Manufacturing Sector of 

West Bengal the picture of :. net profit is implying poor 

performance in &ndustrial activi.tios. we .kn~\.; that net vai~e 

added is equal to gross output minus total input and de~re

ciation. The net income is equal to net value added minus 
' rent and interest. From the information the net profit is 

equal to net income m:L.nus implicit earnings.·. For \.'Jest Bengal 

the net profit is negative. Side by side lower productivity 

• of labour vi itn high val~e of return~ to scale leads to the 

conclusion that the.lndustries !n West Bengal !lava been 

'trapped' at the problem of excess capacity. This problem· 

is to be .examined furthor~d. 

This .study evolves round the following objectives;-

1) l'o examine.'the structural anatomy of industries of 

Registered Manufacturing Sector of ltJest Bengal. 

2) ~o examine. the .reg.ional Lntra-industry disparity, and 

the rate· of disparity in terms of per-capita income and 

excess capacity in West Bengal. 

3) To examine the \rariation of e.-~cess oopacity in the 

~blic Sector ~nd Private sector units for same industry 

group or sub-group in t-Jest Bengal. 

27 
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4) To examine the respons~ of capital laboulaa~~o the. grot~?th rate 

of product~vity of labour. 

5) To·examine the c~use and effect of excess capacity. 

l I • 

The·· Registered :Manufacturing Sector in West Bemgal. has b~en 

selected asarea of this study.The Registered sector. is the· 
. ~ ' ' 

coverage ofA.S.I. extends to all factories registeredunder 

Factories Act~ 1948 with (1) ·10 or more workers and· using 

pot'.ler, or (ii) 20 or more workers and not using power.; In it 

.~he Censu13-Sec~or comprises of Factories employing 50.:()I' 
. ' ' ' . . ' 

mor~. :t~er~er~ and using ·PC)wer a~d 100 or more workers ?iDd not 

using·power• .. The remaining. factories go: to ·Non•census sector• 
. '. •'' 

4-C!C(;)rding ~o the. NJ:C- 1970 the. available industries (in 

census and·No~~Oensus:Sector) .f;rom the frames dfWest.Beng~l 

(1'978), ·amouritied·.to 269 (a· toted. of j..; digited' and lt-. dtgited 

· ··industries). The· National Industrial· Classification is made 
' . ,.. • ' • • I ' ' ' ,, ( . • '• 

;'-.: 

· by output cr,.teria i.e. · spf3cifying · a pJ:>oducit under· ~h~ 

.tndus'try group. Tha · 3~' digiteCi·; industry group belonglng 

to the. NIC Division 2 . and 3·, i~ related· to manufacture·. 
' . . . . . ' ; . . " . . ~ .. ' ' . . ' :. ' 

Th.e .4th ndiglt" . is under. 3rd. digit to. :specLfy a product .. under 

·the lrtdustry t-1hich produce-s it. For ·all' these industries we 
~ - ' . 

'. ' ' 

study. the .fun.c~ion · t~ unde.rstand the probl~;m· 

. 1 • 9; ~utvey o£ the L-it.ePature.· 
/ _From Marshall to such later economists as Khari(19351}~4) 

.. ' 

! 
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Har~od ( 1'934-35) <35) and J .M. Cassals (1936-37) (36 ) 
. · defined 

excess capacity in their ot>Jn respective ways. From what they 

have said:, it follows, that excess c;:apacity is the difference 

between the Ideal Output and the output actually attained i.n, 

the· long run. The "Ideal Output of firm was generally regarded 

as the output 'toJbich is associated with mi.nlmtitn long•run 

average cost. Chamberlin (1962) argued that excess capacity 
. ' . - . . '. 

arises· when free entry in coupled torith the absence of price . . ' . ' . 

competition •. (37 > Thereafter a serie's of ,.16rks ·had been done 
. •' -, . . ' . 

. on .this line. IDvall, C.A .Knox (1 968 ) \'10rked. on •·capacity 
. . 

Uflilizaticm and Production Function Estimation in Post .war 

American Manufactures 1 ~38 ) Wonders (1971) t·J·orked on 'Excess 

Capac it; As ~ Barries to Entry' f39). Shepared,: vJ.G. '(1979) on 

•Excess ~~paclty and Control of Prices•(~) Murry D. Bryce 

(1961)<41 'ldeflned excE:s~ :capacity in terms of u .Poor" 

perf.ormanae in unit as. to1ell as in industryo 

In India the performanc-e c>f industr .tes has been assessed 

by em~nent economists like· PoR •. Brabmananda (1982) <42->who in hi's 
. . 

studies· on •Productivity in the Indian Economy • found risin~ 

inputs' for falling outputs ·.tn Registered Manufacturing· secto·r 

\ilhere public sector units suffered from a rising degree of 

under \lti].,isation of capacity• . 

Prof. I .J Ahluwalia ( 1985) ~ 1.~3) through he:r studies on 

'Indus,trial GrovJth :Ln India 1 , found stagnat-ion in Indian 

industries sin,ce. ~he mid• sixties due to very poor performance 
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in terms of productivity gro111th. The points contributed to . 

~ndustrial stagnation were (i) slow grO\-Ith of agricultural 

incom~s and their effect in limiting thEf demand for indust:.. 

·rial goods; (ii) the slow down in public investment after 

.. the mid-sixties t-1itb its particular impact on infrastruc

t~ral investment, (iii) poor management of the infrastruc

ture sector leading to severe infrastructural constrains:, 

arid :(iv) the fndustrial policy frame Hork, including -both 

domest,lo industrial policies and trade policies and their 

effect in creating a high cost industrial· structure ·in the 

economy. 

. . . . . (44) 
:;tn, her later_ work (1991) she found growing trend c;>f· 

capital intensity with falling. trend of capital productiv~ty . : ' 

in India ~anufactu~ing during the period from 1965 to 1985~ 

Fo~ tpe same period the productivity of labour showed off 
. ~ r • 

insufficient growth. and some down in·· total faotor _product 1.~ 

vity gr~vlt~c- -w'hic)l reasoned out under utilisation ~f capital 

and excess91;!pacity. 

The _capital deepen1.ng and under utili-sation were aTs~ 

traced by A..K.. Banerjee (1975')( 45>.1n his v1ork on ·toapit~l' 
' ', I , . '\ 

' .\• 

' . . ~ .. \ 

Intensity and Productivity in Indian Industries. ~. Satya 
. ! 46 ' 

Narayan (1972) ( >also studied excess capaaity in IndLan• · 

manufacturing~ t:hrough the impact of IJicensing Policy on 

~ndust:ria+. a.utput. 
\, 
'"\.,\·\· •.. 

. ,, '-·' 

Apart from these :hildusbs ~~~e note down excess capacity 

-....... 

--~ 
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from our own· vle\'1 point. Operating and industrial enterprise 

·' ·.~ considerably below capacity -- one or two shifts when three 

t4ould be more ·econoD;Jic or toJithout great concern for cost 

control. or efficiency or _without any conce.rn regarding average 

productivi~y of labour ~- is an evidence of excess capacity. 

Fo:b this 't•Je use the production function parameters, e.g. 

returns to scale and technical efficiency to identify the · 
' ' . . 

problems o·f excess capacity. We also consider input output 

ratio, ca~ital output ratiO and oapital labour ratio for 

. realisation of' the .Pr~b1em. 

A gre_ater excess ·aapacity in an industry of a region 

compare to that of' another region ia observ.ed :when (I )
7 

a 

higher returns to scale is associated with lowe:r average· 

product' or.· (II)hi.gh~r. capital output ratio is associated 

_\aiith hi~her capital labo.ur ratio and ~igher-~friput o:U_tput~r~tio .• In 

.the same way we can tra."ce the excess capacity' higher or 

lower, in the public and private sector units in the same 

industry group.· For the· industries in Registered Manufac

turing Sector of \>lest· Bengal no work has. so far been done 

on excess capacity_to the best of our: knowledge. so, we 

pass down our task into deeper for :realisation of the 

problem. 

1.10: Research :aypotheses: 

1) The .index of industrial production of west Bengal \'las · 

at. a .slot-1 pao'e from 1979 to 1987 due to exogeneous and 
endageneous factors. 

'·',•. 



2.). Major ·industries like 4"ute, .Iron and st.eel, . Tea and 

Engineering showed a slO\oi rate of growth of production 

from 1980-1989. · Hov.Iever,. some other industries Cotton 

(Cloth), Salt;. Vanaspati and Chemical industries has a 

· slightly higher rate of growth. 

'3) . The figure for average daily number of 1110rkers employed 

·in. Regi.stered I..fanura~turing· Sector of \-Jest Bengal for the 

period rr·om 1978 to 1987 was stagnant. <47 ) 

4) ':rhe concen·tration of vacancies noti~i~d and placement 

effected .through employment exchange by public and private 

sector have gone dovm in \-lest Bengal since 1980 • . ·. 

5') The producttvity of labour 1.n Registered Manufacturing 

Sector of \<lest Bengal 1s the lowest when compared· with 

labour P.I'oductivity among t.he states as Maharastra, Gujara·t, 

Karnataka, 'Haryana, U~tP. and Madhya Pradesh •. ·.· .t 

6) The capital output ratio and capital labour ratio for 

industries were unfavourable in West Bengal in some sector 

as compared to the aforesaid states. 

7) In the same industry grmup, the.regional disparity in 

terms ~f productivity and returns to scale showed th~ 

variation of excesscapacity. Variation of excess capacity is 

in·exispence also in public sector units as well as private 

. sector. units in! same industry groups. 
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8) The working capital for many ventures in different industry 

groups·had been·weakened;as tbe'big volum of bank loans has 

been· increas·ing• 

1. 11 : The Nethodology: 

. ·.The study follO't-JS the sequences or Methodology:, 

1 ) . :We study the ·Location Quotients. and IDealisation 

oo.-eff'icients t>Iith the he1p· of Florence's formula to under• 

stan!l the p.~spersal o~ industries in West Bengal. 

2) We fit· K1menta Approximation to the dES in order to 

observ~ scale of. returns, elasticity or. substitution, 

distribution parameters and average productivity of labour. 

to study a comparatiV\3 view of excess capacity. 

3) We take·a suitable.approe.oh in order ·to observe the 

. different components of per-capita income causing the rate· 

.of intra• industry. disparity between regions, and among 

regions.· 

4) We· se.t the •variable Elasticity of Substitution 

Production Functtoni liJith the purpose to e~amine the 

response .o! capital labour ratio to theprodlictivity o:f 

labour to·understand the problem of excess capacity• 

5') We. select various samples (through circular systematic 

sa'mpling) to study the other reasons for excess capacity in • 

Re8istered Manufacturing Sector of vlest Bengal. 



1.12: The period and sources of Data: 

:. 

The period of study is mainly from 1977-78 to 1988•89 

with a view to Using the A.S.I. Data ~1vailable in different 

recol"'ds. In many cases He take a look at the act of dra-v1Lng 

·conclusion from the premises. 

1.13: Limitet.tons and Scope: 

In this study v1e t.ry to ·find intpa•industry disparity 

in the special .feature of' lndustl:'!'i.al:Lsation in li:est Bengal 

t-Jhere manufncturing act.Lv .Lty runs into greater. excess 
- ,• - -

capacity i.n .both -public and private SGCtor .unl:t.9e,._ Thoughc, 

Indian industries are allied to· this problem, yet the 

problem in Hest Bengal . .ls special due to its politico ... 

economic cond,ttion• On the -.,;ay of this study -many impon;..; 

derable things come to frustrate our csti1nation t-Jork~ 

Because paucity of data and inadequacy in tbe information 

system.· limit. full' vievJ of this \.Jork for uhich detail. study 

o'r many aspects 'coi.lld not be dr~nvne 

It opGns the ll.ne of scope for l"esearch vJorl~. P.n indepth 

~:§tudy ori the nature of rate o.f capacity utilisation ca.n be 

carried out for the industry groups .tQ identify the capacity 

·e}..-panding. industries \vhich can be better treated by finding 

ways o~ development• 

The work does not take·a quantitative study on ma~agor~~l, 

.. ··.-·· , .. 
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ability and trade Union 1 s activity vihi.ch are of crucial 

importance for productivity in any organisation especially 

in industrial sector. so, studies should come out to 

include managerial ability· and· trad@Onion's activity as inputs 

to produoti'?l'l function to distinguish the relative importance 

of public and private sector· units in the state. 

1 • 14: The t.Jork in Brief: 

The i:10l'k has been organised in tbe. foll0\4i.ng chapters 

in addition to the concluding chapteri 

Chapter I carries discussion on acquintEtnce-ship of 

i~est Bengal at her past and neoteric industrial activity. 

In this aftGrthough~ we diseuss forces of divergence and 

convergence between regions in the state where performance 
. . 

of industrial activlty specially in Registered 1-ianufa.cturing 

Sector stands back by greater excess capacity compare te 

those of other states in India. 

Chapter II bears a close examination of pro~pensity of 

dispersal of manufacturing industries by the ana~~my of 

industria,l Frame to reveal the existing nature and pattern 

of industrialisation in the state. Through tnis analysis 

we go in the nature of dispct•sal of industrial activity 

in complaince 'l.·lith Govt. PolLey and measut>es. 

·'·-· 
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Chapter III aJ,.iv:es to the consequences of Govt. policy and 

measu:r~s! ,.And,· ·t,ne· regi.onal intra-industry disparity be.t\'l~~n 
·:. I ' . ' 

· NortJ;l :and Soutb -:aongal. becomes an interesting analysis in 

terms of cap~ta;L: output ratio, output labour ratio; car>ital 

l?bour i,'atj_o 'and: rat_e of dispa_rity. 

''•.,· 

Chapter :rv establishes ti;w regional _·yai'.i?tio~ri o;t>:e·x~~ss 

capacity in $ame industry groups through the. -stt,l.dy· of 

product~on function and: average productivity. The greater 

excess capacity in- North stands as an agent_ of entry ba-rrier -

to keep the -area less industrialise. By this )tiler back~ 
' -

ward districts of West Bengal bear greater amount of excess 
' . 

, c~pacity. for thei?:" ··opei"E~ting units which establishes a 
. . ' ' . . . -

_. generating· crisis process of industrialisation programms~ · 
<.:,~· . • . 

,• .. 

Cl)apter V makes \tiiU'Y ·weigh of productive efficiency in 

t"E~rrus of e~cess capacity of public sector units with those. 

-- of private .sector. vJ~ find public sector -units re,ceive 

greater importance_ in· ·vJe.~t Bengal but creation of vac~ncies. 

does.wane and excess capacity gears up. 

Chapter VI falls in- .\'Jith a study of resp9h$e of capital-
. ' ' 

labour raf;io to the gro,~th rate in labour prod,uc~lvity to ~he\ 
,. 

pr6.ten_tial reduct lop of exc.ess c~pacity., In this ~tudy tve u_s~jibe VES 
' ... 

production'-·funotion a.nd ~see that higher product per man is .. 
' . 

obtained by ir:tcreasing. capital per \IJOrk and capital tntensi~~: 

method is preferred to seven out of eight industry groups·,_ .<-

.'\' 

~ -~ ·. .· 

. ~-.... _. ·:·-
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under Registered manuf'actu~ing scc.tor of' \~est Bengal. 
. ., - . 

. ' 

Chapter VII deals· Hith some conflicting considc~ation . 
'·' 

as market structure, bargatn~ng power of labou~ and nature 

of management as the cause and ef~ect of excess .. capacit·y. 

1;;~"e st~dy .response of t>Jsge to .labour p:roducti.vity through 

insturmcntal tTari.abie ~Gthod o£ VES production . function 

and find .that productiyity o.f labour. in the I'egistared 
. . . . . . . ' 
. . 

manufac.tur.tng sector does not _lie behind til~ nominal trJages. 

~,or same industry groups in public sector units wage~ raise·.m4re 

than tho!Se '6'£- private sector units; ho~H~ver to the. produc-
. ~ . ' ' . . . 

tiviti the p~bl1c.sector units stay behind.tbe.prtvate 

sector units. Fo.llovJing trends of strikes and lqck~outs 

'\>Je find higher share of loelt-outs than strikes in mandays ' 

lost. Through a survey on management and labour activity 

we arrive at rr,!a.sonable conclusion: there must ·be something 

. 11/l':i.mg i.n the ~olitdlco "!"Eaariomic situation l.n ·West 13engal 

vJhich .l'llt'ikes inroad in the industrial units and results 

industrial activity .t•l.i.th greatar excess capacity. 
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CHAPTER:* II 

LOCATION QUOTIENTS .AND LOCALISATION CO-EFFICIENTS · 

OF WEST BENGAL'S INDUSTRIES~A.STUDY OF. .. . . ' .. · . . 

OONCEN1'RA~I9l.'l .Alal) DISPERSAL• 

2o0i It is tbe characte:ristl.c or developing countries that .. 

t,ih~ir inqustri.al. development. renders centrali:sat.to.n Qf 

capital witll concentration of output 'and employment in · 
SQ~e Spfi!Qific. regions where of'f. thE!Il'l others. remain tridu~ .. 

• •••• · • • , • • ';' t f I · 

tJ>ially baok~1ard~. Their atypical dev.elppment, the p;rod:uct 

of ~urban•bi.sed strategy of development, .. crops up inter"'! 

regional. and intra• regional disparities ever and abov'e 'th~. 

problem of divergence in back\vard regions where oronic . . . 

unemployment .and underemployment are overwhelmed with o'ther 

(3risis p:rohess. For sa~vataon of depresseci :regions·, .the 

task of tndu·stria'l development through paakage· sf 'poliaie~ ··. 
... 

needs k:n:o'~Jledge about t prope~sity or industries tfor.:.di-sp~r~alt. 
Th~re are three measures which determine thelpropensity 

tor, dispersial' • · 

·• 
1) 

U.) 

;rpcalisation Co-efficient. 

ID~ation Qwobient. 

' ! 

l·. 

A close examination o.f these three aspects wouidi reveal. 

the existing nature and pattern o:f'; industrialisati~in in th(l)'. ·. 

state and would help in finding the way the planQ.el;'s shp_u~<f · 

move through. 

·.-,-:. 

"·· 



2.1 x Localisation Co•e.ffioient: :tt gives a general picture of the 

degree o£ loeal concentration of a particular industry 

compared.· \rii,th the distribution of the wor1t1ng population as, 

a .whole··· Through the Co•.ei'ficlent of localisation for a 

p~rticular industry tve study the nature of~ propc;msity 

far dispersal. The industries. vlhich shotv _low co-efficient 
-~ . . 

of location, have a propensity for·dispersal since they can 

flourish in widely differe~t environments• Broad malting,· 

bt'i.ck making and such otbe:r marltet controlled industries 
. ' . 

fall in this category. On tile other hand iron and steal and 

various metallurgical industries are ra\-J•materials dontrol' 

and hence have high co;.eff!.ciont of~ localtsotion ond one 
. . 

' . ' . . . 

cannot be capable of considerable dispersal .. Betweon_these 
. -

two extremes.are i.ndustri.Gs like Cotton, Jute, Paper, Natch 

and general c;mg!.neer.tng 'which have a Hide cholad of 

location. In.aase of these~iow.iuatl!i;·~t transport, labour and 
.· . ' 

agglomaration deoide the location~ 

The localisa't!on co•effictent in . the present study:, has 

been·. oomputed · ~J ith Flo :renee's ·formula< 2 ) 
. --. 

O~L = ~- !::. (vJij/ t_ \il;t-~ (~r?f-·. -~U.j l t t -Wij ) 
j=1 j=1 . ·::~<~1 . . 1=1 j=1 

. . ... 

t~llerc, t<lij = ·'~mploym13nt of' t~e lth _industry in the j th region. 

j = 1., 2, ......... n '= numbc;r of regions. 
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The val~es of CG~efficient of localisation {C~L) vary 

tn the intervals of { o, 1 ) and the relative magnitude 

of O.L. characterises the dispersal or looalized nature of 

the industry concernedo 

2.2: Location Quotient: 

It measures the degree of concentration of a particular 

industry in a particu].ar region· •. If an industry .. is evenly .. 

E?cattered=over the whole region, the location,quotient wi~l 
. . . 

be.more than· unity for that particu1a~ region or .so far 
. . 

others.-· The location quotient has been calculated bt· ---

following formula; 

·,; 

. n 
( vJij l · }:_. Wij > -- ,. . ~ 

. ~ -;.-,·, 

~~ ·~ ·. . j':i=1 __ · . L.Q. = ......, _______ ..._...._ ___ _ 
••• t •. (2.-2).- .' 

m ·, ttL . n 
( . -I: Wij I ·2: >::: Wij )' 

. _· 1=1 1=1 j=1 

Tlle notations. are identical.t-Jith the notations .used 

in the formul~ for localisation'.oo~efficient• Prof.·· 

D-T•. Lakdawala,- Atul Sh~rroa a:1d Y•K• Alagh .. had.vJOrke'd with 

this .protredurE} qn Indian indu$-tries • <2 ) • 

2.3: :tntra.-_In~_ustry .~i:n.ka'ge: 

It measures by tl'l.?._,l,Jeontief inverse l-1atr1x, (3) 
' .. . . ' .•' ' .. _. .. 

Constructing· ·the LEiC)ntief· Inverse ._· Matri· x the structure' 

'>·, . 

. '' .,~ 

I /' 
\ .· /' \.) 
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can be stated in the following form which is more useful for 

o.alcula ti.ng the backioJard and forward linkage: 

AX+F=X or (I • A ) X= F •••••• ,( 2.3 ) 

or X c (I- A )-1 F •.... ( 2~4) 

where X = Gross output Vect9r, 

F = Final demand Vector. 

·A = 'Technology 14a:brix·. 

If ( I "" A ) ... 1 be designated by 'B' then forward and 

backward linkage will be ; 

I 

Forward linkage 
n 

::: .i: Bij 
j:i::1 

....... -.... , 

= Total increase 1n outp~t uf 
j th sector for a unit · 
increase of output in all 
the sectors. 

Back\'IBrd linkage = .@--
'- Bij 
i=1 

= Total input requirement for a··· 
unit increase in the output of 

' •· 

the j, th sector!' 

n n 
Thu!3,· tho total linkage = L Bij + L Bij 

j=1 1=1 
41 • • • 

Higher forlvard linkage of a pa~t1cular industry g;'OUp 

. refe-rs to ,.more potential for other ind1,1str1es based on the 



2.4: 

:. I 
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.product ot that, industry group and vice versa; thus, a lQwer 

v.alue.~ refers to direc.t consumption Hithout. boosting up other 

indust.rial acttvitles .• f'''' 

The Higher the value of backward linkage ()f an ~ndustry, · 

more is the scope of ancillary units to· .feed that· particular 

· · industry ( high diffusion effect ) and vice versa; .thus, a 

lov1er· v~lue r~febs to those· industries vihich are principally 

based on the raw material inputs rather than ·input prochiced 

"by ancillaries •. "The Leontief tnverse Matrix ( I - r~ )"~ ,. ht;is 

been prepared by- the Directorate of Bure~u. of·Applied. 
. . . 

Economics.·and statistics, Go~t. of west· Bengal. <But availB:~' · 

b'ility of other information limit this analysis• A. full. ?':·~ew 

of this type of work has done by M.K. Chowdhury for Assam~~) 

The Nature of Dispersal:· in. Registered }1anufacturing Sector 
-· r-· 

of West Bengal: · · · 

\rle s.t~di the. locali.sation co.-ef.ficients and location· 
···~ 

quotients for industries in .aegistered Ma~ufactur:ing Sectqr 
,. . -.~_ . 

. ' . 
·_,of West Bengal "1here all 'unit~ are registered under sec. 

,. 

· 2ru(i.) and 2m(t.t) of Indian Factory ;Act, 1948. (5) In 

Register.ed :t-lanu·facturihg sector for A. s•!. t-Je have t'\<10 ' 

fr'ames, one for Censu~<6 > and another for Non-census 

. ' 

.. .. 

' ~: . 



f'~ctories,(7) w~ich enlisted units in pursuance of National 
-. : ' . ' 

!ndus.t;rial. Qlassi_f1catj_on, 1970. The Classification covers 

major-~tems produced.~y each 3-digit industry group 

belonging NIC Division ,.2• and '3' relating tQ manuf'acturing~a) 

'I'he i'lrst 2 digits of the Code indicate the NIO of industry 

.group under whiqh the 3 •.digi.ted industry groupsare 

classified. The l.~th digit of' .a 3 • digited industry indicates 

a sp·ectfic- product under the indus-try group<?> Through the 

classification of product 1:.1e find the following industries 

in Registered Manufacturing Sector of West Bengal<]O) 

Ma8jor Grou-g Group j Sub.,;Group 
( 1.) - --~(2::..c:) _____ _ 

20 ... 21 

201 

.202 

203 

201+.1 

204•3 

204.ol+ 

DESCRIPTION 

Manufacture of Food Products 

Manufacture Of dairy Products. 

Honing and preservation.of 
fruits and veg. 

Canning and preservation and 
processing of :fish,crustacean 
and similar foods• 

Flour Milling ( by pow.er 1-iachlne ). · 

Rice. l\lilling (by power machine) • 

Dal '~illing (by pcnver machine) • 

Proc:essing and grinding of 
cereals and grain manually •. 



.~e)or Groun 
(1)_ 

205 

209 

210 

211' . 

212 

215 

216 

21? 

207.4 

222.0 

(3) 

Other Grain l-1illi.ng, and 

Processing ~ctlvitLes. 

50 

Manufacture of Dakcry Products. 

· r4anufacture of other bakery 
produots. 

Product· of Common Salt. 

!.fanufaetu:re of Cocoa, Ci1ocolete 

and Sugar confectionery 
(including Swe0tmeats) 

. ' 

1-ianufactu:te of h_y-dronated Olls 
Vanaspati Ghee etc. 

Manufao.ture of other edible 
Oil ·and ftits, for example· 

Mustered Oil, Ground nut oil 
and Til oil etcti 

N.antlfacture of Ice. 

Nanufacture.of p~epared 
animal feeds. 

Other food processing activities. 

£4sanufacture of Benerarr,e~,, 

Tgb?pco .. & TobacgQ ProductsJ; 

Malt llquors and £-ialt 

Saft drink and carbonated t-tater 
industries. 



Major Jlroun. Group:,;/ SUbe.Group .:;D.::E:.SC,::::::· R::.:~I~-P~T::.:I::.::O:.:.:N:...-_____ ........,....._ __ 
.. (1) . . .... (2.) . ' . -~·<~3.4..2 --~---:--~-.--.-

228'·2 . . 
230 

231 

236 

' 
24b 

Manufacture of Garda. 

Manufacture of COtton Textiles. 

Cotton ginning, cleaning and 
.:) 

bailing• 

Cotton spinning,. \-.leaving; 

Shrinking, Sanf'or~ing, 

m~rcersing and finishing of 
cotton textiles tn Jl,Itlls-. ., 

l?rintil.1gt dyeing an'd bleaching 

or cotton textiles• 

Weaving and finishing of' cotton 
textiles in hand lpom other 
than khadi• 

\4eaving and finishing of cotton 
textiles in Pdw.er..;.ldoms. 

Cotton tL"{ttles not elsewhE;re 
cla•sified (n.e.c.). 

Manufacture of waol, silk and 
Svnthetic lribre Textiles. 

Wool cleaning~ bailing and 
pressing• 

Dyeing and bleaching of WodD.en 
textiles. 

Manufacture of WOol (n. e. c.) 

Printing' dying and bleaehing 

of s:ilk textiles •. 



Major Group Group /.·suo-u:roup =D_E_sc_··.R...-I;::.;:P~T~·I;.,;:O~N~-----........ ~-... fl) ' ' ... _' (2~ '.' ''' - ''_)3)_. ·_. ______ _ 

2~ I 

250 

259 

.26 

260 

261 •. 1 

261.,3 

261.9 

262 

' ' 

Spinning Weaving and .finishing 
of other textil~~ a::J SUnthetic 
fibres, :rayons and· nylons e't¢ •.. · 

Silk anq synthetic fibre 
textiles.(n.e~o•>• 

Manllfacture of Jute; Hemp an§ 
Mesta T~xtiles. · 

.Jute and· Mesta Pressing and· 
bailing. 

Jute ana Mesta spinning and 
weaving. 

Manufacture of Jute bags and 
other Jute· textiles (n~ e.c. ). 

Manufaature of Textile ·ProdllCts 

J;ncluding tveaving appareq 
other than foot~wear. 

Knitting Mills. 

Thread and Thread ball making~ 

IviEinuf'actu,re of other rope and 
cordage~ 

l~nufacture of other• 

Embroidel1y ·.and making c)f carpats 
lac·es and fringes.; 

Weaving carpets rugs arid other 
similar textile products• 



Hajor Group ·g,roup I SUb-Group. =D=E=-SC:.;R;.;::. I:.:P;;..:::T:-;:I~O;.:.::N~----------
. ( 1 ) .. (2) .· . ---~<3""'")'-------------

264 

266 

·~ ' . 

27 

.. 270· 

271·. 

265•1 

267,2 

267.3 

267•9 

269•2 

269.3 

Manufacture of all types or· 
textiles, Garments including: 
weaving appareal• 

Manufacture of umbrellas. 

Manufacture of made up textile 
' '· · . . ·.·····!·· 

goods (except garments) such as 
curtains mosquito nets. 

~~nufacbuee of Rubbarised cloth 

Manufacture of Tarpaulin• 

Manufacture of artif:Lca1 leather, 

M~nufacture of others. 

Manufacture of gas mantles. 

Manufacture made up cade of 
canvas goods (tents sails etc. )o 

Manufacture of others(n.e.c,) 

t~nufacture of Wood and Wood 
Products, Furniture and Fixtures • 

i~nufacture of Veneer Plywood 
and other products• 

Sowing and Planning of wood 
{other· than Plywood ). 

Manufacture of wooden and cane 
boxes, crates, drums, barrels, 
bamboo reeds etc. 

Manufacture of structural 
toJOoden goods such as beams 
posts, doors and vl:LndO\tJs etc. 



Major- ,Group Groun l 'Sub.;.Group '=D ... E;,;;;S,;:;;OR~I::e:P=t-0· T;;:;;I::.oO::.:N~---........ -----
. (.1) ' .. ' (2). -~-~!3~):;._· _______ ...;,._ 

275 

276 

28 

280.4 

280.5' 

280.7 

280.9 

281 

283 

284 

Manufacture of wooden indu$trial . 
. geods, su.oh as bobbins, blocks 

sadelling and simi equipment 
and fixtures·~ 

£.1anufacture of corlt and cork . 
products. 

l-ianufacture of \'JOod, bamboo 
and cane products not else\.Jhere 
classified. 

Manufac~ure Of paper and paj;)er 
~roducts and printing and 
allied industries. 

Manufacture o.f Packing paper 

(Machine made >• 
Manufacture of paoer Boards and 

· straw boards (machine made) 

Manufacture of hand made pulps, 
· paper boards etc. 

Manufacture Qf others. 

Manufacture of container and 
boxes of paper and paper board • 

. Manufacture of Paper and Paper 
board atricles not elsewhere 
classified. 

Printing aQd Publishing of 

News Papers. 
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· Major Grgpp. GrcnlR / §Ub•Gro.up .::oD.;::E-.S.CR:;.::;I:::P:..:T:;;I:;:;;:O~N:.-_____ _..~.....,.._ 
: • (1) . . . . (2).. . ........ __..._..;..l(._3.,_) .......__._..._ ____ ....._.~~ 

. J 

285 

286 

287 

288 

289 

29 

290 

291 

': ~-

293 

299 

Printing and Publishing ~·;t· ·::.'· 
Periodicals, books, Journ~J;s ~ . 
atricles; mops and sheet, 
music directories etc. 

Printing of bank notes, cur·rency 
notes, Postages stamps. 

: -· ... ~ • ' '· ·:, ! " •. 

Engraving, etching, block 
making etc. 

Bookbindi.f;!g·• 

Printi~g~ Publishing and ailied 
aotiviti~s n~t elsevJhere . class.i
fied like envelope printing,. 
picture; Post card Printirig. · 

embossing eta•· ': J 

Manufacture of Leather.and 
Leather and For Products 
&except Reoairl. 

~annin{St Cure;ingt finishing . 
G1JJ1liossing and japanning of 
leather. 

.. 

·Manufacture o·f footwear except 
volcanized or mould rubber or 
~lastie footwear.· 

Marfufaoture d'f le·ather consumer 
goods. 

Manufacture of leather and 
for products no~ elsewhere 
class1f1e(:h · 



. Maj~~ lGroup. Group / .. Sub•Group 
- - - .. ,2) - . . . 

30 

300 

301.1 

301.2 

301.) 

302.2 

302.9 

300 

305 

.307 

)1. 

310.1 

310.2 

56 .. 

DESGRIPTION 

YlBnufacture of Ru~ber, Plastlc 
Petromeum and Coal Products/ -· 

Ty:t'e and Tuoe ind~stries •.. 

~Ianufacture of Rubber footwear. 
~. ~ ':~:- .... 

Manufacture of Plase:J.C, and PVC 
• f .·• 

' ' . 

Manufacture of canvas cum rubber/ 
. . ' • ' l ' \ ~ ' <- : 

plastic_ footwear. 

Prophylastlcs (Robber contra
qeptives:~ 

Others -n. e.-c .. 

Manufacture of Plastic products 

Manufacture of products of 
' . ' .. ' 

Petroleum n.e.c. 

- . 

Manufac\;ure,ot other cote tar 
. products~· 

Manufacture of Chemicals and 
Chemical Pr'oduct:s ~xcep{ 

. ···' l 

· Pe.tiooj.eilln :and. Coal.: 

· Manufacture of Basic! heavy _ 

Manufacture of Bas,ic ,heavy. . ) 

organic ohemlcalse' .: 

Manufacture of inorganic 
Fertilizers~ 



Mal)or .Grot.m, Grou:eJ §!:tb!!!"Grgup 
.• . (1 t: : . ' . {2) . ': . • ' . . ' 
. . . 

311•.3 

311.4 

312;.1 

312.2 

312.3 

312.4 

31"4.8 

314.'9 

315•1 

Manufacture of OrganiQ Fer~ili.zers. 

Manufacture .of l.ftxed Fertilizers. '" . 

. .. 

Manufacture of Pestic~des 
(i~secticides, ·fungicides and 
Weadicides. 

Map~facpure of Pesticides 
fasonulations.; 

Manufacture of p~ints, varn~shes 

Lacquers·, .etc. 

Man'u;facture ·of Dye;...stuffs. 

l~nufacturs of indigo. 
' . . . 

Manufacture of ~za:xes and polishes •. 

Manufacture or others 

Manui'acture of' allop.ath'ic 
medicines. 

~lanufacture of Ayurvedio and 
Unani medicines •. 

Manufacture of Homeopathic 
medicines. 

ManufacturEf oJ: other medic i'nes. 

Manufacture of Detergent •. 

~~nufacture of others. 

Manufacture of vegitabTe oils 
including solvent·extraeted oils. 

Manufacture of Turpentine and 
Resin. 



···.·•·. 

Major Group 
. '! (1·) ·' 
·::: 

32 

Group I Stib•Groun DESCRil?WION 
. - .. ( 2) ·,_, . ::;.;;:;;:;:::.=.;,:;,~(3~)~'' ~-___,;;.~-------

318 

316~4 

316"9 

319~7 

319-.9 

.320~ 1 

320.4 

320~9 
" 

321,1 

323!1 

323,3 

Manufacture of Plastic materials. 

t~nufacture of o~hers. 

Manufacture of explosives and 
annunities and fire works. 

Manufacture of Drug inter-· · · 
mediaries. 

'i 

~1anufacture o..r shellac. 

~mnufacture qf others. 

· Manufacture of Non~Metallio 
· mineral products. 

· Manufactur~ qf l?ire Bricks_, 

Manufacture of Refractories. . . . : '. ; ;.. 

Manufacture of Tiles. . ·:. . .. , . 

. Manufacture gf others. 

.Manufacture of HQllow Glas.sware 
(bQttles jar@ etc.) 

Manufacture o.f Labrotary 
'Glass-t-1are--

'Manufactur~ gf qtber Glassware. 

l·1anufactur~ Qf Chinaware. 

Manufacture Qf Insulators. 

Manufacture of others • . ' - . - -



··.·'; 

\ . 

:14a,tor Groug Group I Sub~Group · ;D:ES:.C;::o.:·· R::.:.:I~P~.T:.;I:;:O:.:::N~_.....__...,......_--...;,_...:_._ 
.ft). , · · · ~2 >. · _............;~'~~:.1·.£-r· ..... ·----------.· ·;.;..,o.· • ...____ 

,,', 

33 

' ' ·' 

328 

324•2 

324+9 

326; .. 1 

329•2 

3.30 •. 1 

331·2 

331~3 

331'~9 

. Manufacture stone dressing arid 
stone. crushing •. 

Manufacture of others. 

··~1anufaature of asbestos,cement 
.and Oth~'~ cement products·;, 

~"..anufacture .of Hume p·ipes and 

·others concrate products'; slabs; 

Poles Fillers. 

Mallufacture -·or R~ c •. c. Bricks and 
~iles. 

Manufacture ·of' Grin ding Wheels 
and Abres Lvers • 

,.Basic ·liJ:etal .and Allots Industrie_p. 

Fanufacture of Iron and Steal. 

Manufactureof Special Steal. 

l'4anuf'acture of castings and 

:f:org ing s. 

:t-Ianufacture of structure. 
' ' 

l~anufaoture of pipes. 

~~nufacture of others. 



'."\, 

Major GroYn Group I Sub~Group 
(1) (2) 

332 

333 

334 

... ":1-
.:;)C):;J .. 

339 

340.1 

34o.2 
' ' 

340.3 . . ' 

34o.4 

34o~5. 

340.6 

DESCRIPTION 

Nanufacture of ferror allays 

Copper !4anufacturing. 

Brass Mannufacturing. 

Aluminium Manufacturing • 

Zinc Manufacturing. 

Other non~ferrous metal 
industries~ 

60 

Manufacture of Metal Products 

~nd Parts except Machinerz an'd 

Transport Eguipments. 

Manufacture of safes and· 'vaults 
and Almirahs• 

Manufacture of steel: Trunks. 

Manufacture of Dru111s., Tanks . 
Rail and mental Containers · 
n.e.c. ,,_-·, 

M~nufacture.of sanitary Plumbing 
fixtures and of met.al fittings 

.l4anufacture of stov~s. 
~: ·.,- ._. 

. ~lanufacture of Haricane Lanterns' 
& Oil Pressur·e La.mps_~· 

:Manufacture of Welding n. e.c. 

Manufacture of ~truq_tural 
Mental products~' 
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Major Groun Group j Sub~GrQUR DESCRIPTION 
" ( 1 ) . . (2) =.:~(.~3f )::-==-----,-.----....--

341: 

35 

'·350 

Man1l:factur~ of structural 
Mental p~~ducts. 

Manufacture Qf furniture and 
fix~ures pr:J.marily ~f metal. 

Manufacture of harid· tools and 
ge_r}e~al h~ndt-Ja~e 

Manufacture of agricultural 
handtools· and implements·. 

Manufacture of others. 

Enamelling ,Japanning, Laequrtng 
Ga;Lvani.zing planting and polishing 
of metal products. 

Manufacture of metal untensils, 
BQtlery and Kitchemware. 

l-ianufacture of metal products ' 
like ·type, Razer, blades, spring .. 

Manufacture of·agri.cultural 
machin~rv _and egui2ments anq 
parts. 

Manufacture of agriculture 
machinery a'nd equipments. 

_;-' 

~. . 

. . ; . 

Manufacture of Earth riloving,dril+.s · . . . . . 

coal cutting machines, lift, 
· hosting machinery,. cranes, \ 

conveyors and road rollars and 
other heayy Machinery and 
eqtiipments used by construction 
and mining industries. 



Major Group 
(1') .. Group/ {

2 
)ub-:-Groun.. _n_ms_c-:.~;;::i~)T-I::.:O;.:.:N~--------

35'2.9 

353,j 

35'3:4 

353w5 

353•9 . 

354~ 1_ 

354. )+ 

354.9". 

.355.1 

357.4 

355·9 

~funufaQture of Boilers and 
steam Generating plants. 

. . 

l4anufacture of othe~s. 

. ' ' ' 

Manufacture of Rice, Dal and 
flour Mills machinery_.· .. 

Nanufactur-e. of. Oil Mill 

tnachinery. 

Manuf~cture of Sugar machinery. 

Man_ufacture of Tea mach~nery. 

ManufaQt~~' of 'textiles ma~h:lile~y. 
Spinning, .. Carding ".l?o.-v1er looms. and 

I> <, • ' 

iexbiles ac~essotles. 
. . .. ' - ' . . ! . . l 

Manufacture of Jute machinery. · 
' ' . . 

Manufac.ture of others •. 

Manufact~re of Pharmaceutical· 
machinery. 

~- .' 

!Vlanufacture of mining machinery .. 

Manuf~cture of others~ 

l·1imufactur~ of Refrigeratpr 
a.ir-con¢1-,itio.ning plants· for 
Industrial & Comm~~cta;Luse. 

Ivlanufacture or fire l;tghting 
equipmq~t and engine.s. . ·~:;,\ 

Manui'~~ture.ofotHers. 
·\~--

·~ 
' '<:~ 

' 

,, 
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Ma~fi>r.' GroyJi Groutt /. Sub-:Group, l>ESCRIPTION,. ··.{f) > ••• <?) . ' u • -=~.'~(3~):.:,:.;:::;...._ _____ ....__.~ 

357 

356.,1 

356~2 

356,4 

358.1 

35'8~9 

359.1 

359,2 . 

Manufacture of :1 
.1 .· ·. · Re,du.cti. on ·· ·· s ze " 

equipment cr.ushers and conveying 
·equipment bUcket aleve~ors,, 

sbi.p•hoist! cranes, derr leks, 
etc. 

Manufacture of Mixers~ and 
' . ' . . ' 

Reactors. (t.urbo-mix~rs et~.) 

Man,uractu:re qf aentr ifugal 
maohines driers. 

Manufacture of power driven: 
pul:rlps rec1prqcat.~ng cent~~fugal 

etc.~ 

Manufacture o'f Airt Gas 
compressors and va<Juum pumps· 
(excluding el.eotrical f\lrn,f:1es). 

j • -' 

t·1anufacture. of Ball,Ro)..ler 

tap.ered bearings. 

Mahufaoture qi' others., 

M.a·nufacture of ma¢h1n~s too.ls 
part and accessories... . 

1-ianUfactur~ Qf weighting m'acihines. 

Manufact:ure o:r other.~ .. 

Manufacture of sawing machines .. 

Manufacture of knitting., 



36 

.361 

359.4' 

359.6' 

360,1 

360.2 

36d~·3 

360~4 

360.9 

36).4 

363.7 

36l•9 

6.4 

Manu:f'acttire of Arms & Armam·ents. · ·. 

' - ; . 
Ilfanuf'acture of Filteration and 
distillation equipments. 

Ma:.nuf'acture of others including 
sobbery engineering. 

Manu;tacture of electrical machinery 
ewaratus1 appliances supplies 
eng parts.· 

Manafacture of Generators.· 

l-1anu:f'aetmre of transformers, 
' 

Manufacture of switch gears. 

Manufacture of' electtic motors. 

·f4elnufactura of others. 

Ma!l~f'actur<;t or insulated wir.e, 
·ca~ies, d1•y and. wet batteries~ 

Manufacture of other's. 

Manufacture of ordinary eleat;ric 

lamps• 

Manufacture of l-ii.ni.ature lamps~ 

Manufacture of House h()ld 
appliaaces (like el~ctric irons 
and heaters etc. 

Manufacture of others~ 



Medor. ~rogp 
. (1) . 

:,; 

3'7 

'. 

65 

Grou'Q l Subo.•Group-. ,;;;D.-E:;:;;S~dR:.;:'"i.IP=-T:.::I=.;:O:.:N-._ _______ ......__ 
H(2) •' O ' ' • (3) 

. 364.9. 

369 

370o1 

370.8 

371 

372 

373 

374 

Manufacture of radios. 

Manufacture of Telavision .sets •. 

Manufacture of ~the:rs.(including 
pub4-io ~dd~ess equtpments).- . -

Mariufao~ure and repair of 
rad1ogra,ph1c, ~~Ray apparatus 
and tub¢s'and parts~ 

}1anufaoture. of electric 
components and accesso:bies 

Manufacture of electrioal . -· ,, 

Maobinery apparatus appliances 
• :- • j 

.anc:l. ~up~lies and P.arts n.e~e• 

Manufacture of transpor.t 
e,guiptments and parts,~ 

,'' 

M$-k:Lng·of ships and ather vessels 
drawn by power. 

Parts and aocesso:bies. 

Manufacture of' Locomotl ves· and'' 

parts~ 

Manufacture of Railway Wagons ·and 

Coaches and parts. 

Manufacture of Rai:J...;.Road 

equ~pments• 

Manufacture of Kotor .Vehicles 
and parts. 



376. 

379 

380~2 

381 

66 

'DESCRIPTI0N 
------~~~---------------------

~~nufacture.of Motor-cy~les and. 
Scooter and -part.s• · 

Manufacture of bicycles .cycle
riaksho"t>I and parts:• 

Manufacture ·or transport · · · 
equipment~ and parts ·n.e .• c. 

. ' . ' . ~ . 

Other Matnif~cturing: Industries. 

1-ia~uf'acture 0f surgicat and 
medical . instruments • 

Manufacture of laboratory and 
Scientif~c instruments·. 

. . . 

r~ntifac ture· . 9f mat;hema tic?il. 
instruments·. 

Manufacture of \·later•meters; 
steam meters and electricity· 
meters. 

Manufactu;r~ of instruments 
indicating recqrding and 

' . - . ' - . . 

regulating devices of pressu~~.,, 
temperature; rate of. fl:owweights 
and ~evels etc. 

Matmf'ae.ture of industrial 

instruments. 

Manufacture of Photographic 
and optical goods (excluding . 
photo-chemicals, sensitise4 

paper and film. 

. . - ~-

/ 

\, 

\ 



.382 

383 

385 

386 

42 

,, ' ,., -~. 

387~1 

387~'9 

389~·4 

420~0 

Manufacture of 't>latohes and Clocks. 

Manu·.fao ture. of' J"ewella,ry and 

~.anufacture. of spor'ts and 
athelatio goods addt pl~y , 
equipments. 

. ' 

Manufacture of musical Inst~uments. 
' ' 

~~nufacture of fountain pens 
and Ball pens• 

Manufacture of others. 

Manuf'a~ture Of NOn-'l~~chanical 
Toys~ 

Manufacture. of Bones, ivory' ' 
. ~·:' .· ' 

:Uornes and similar products' 

Manufacture of Wigs. 

Gas and Steam. 

Manuf'ac.ture of .Gas ~Jorks· of 
. ' ~ . 

eleetr:lcity and dist.ribution of' 
'' 

electric .energy to households 
industrial and commercial and · 
ether· users., 

\-Jater llor~s and Supplv. 

vlater supply .i. •. e~Colleoti.on · 
Purification and dl~trtbutlon 
of' water •. 



Major. GroUl) 
; -.<1) -. 

91 

96 

97 

. ,. ' ' 

68 

Group / SUb~Gro~p DESCRIPTION 
(2} . . , ' . ====-7.!.~32~----------

741 

910 

950 

961. 

971· 

972 

973 

979 

Storage and Wira•Hous~. 

Cole storage. 

Sanitary servic~. 

Sanit.ati.on and similar· services 
such as Garbage and Sewage 

•. .. . . 

disposal works collected 'tiJ~th p 

imblic Health• 

Recreational and Cultural 
Services. 

Mo.tion · P;tcture production. 

Personal·services; 

Laundri~s, Laundry~ serviqe·s & 
·' '' 

cleaning, dying.pl~nts• 
( ' 

Repair -services. ' 

Rapair -or· foottoJeari and 'other· 
i .· 

leather goods 

~lecrtical repairs 

" 

Repair of mqtor vehicles. and 

Mot'or Cycles. 

~epair of Watches, Clocks and 
Jeviellary ~ 

Repair of enterprises- not 

elset>Jhere classified• 

.. f 

' ~-. 

\:. 

·~ .,. 
. \ 
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. -; . 

The apove enumeration ·bears the evidenoe of industry•gap 

in tbe census and non-c.ensus sector as in every major .Lndus~r.t~r~up 

ttie~$k in· oont·inuity ·railed to form the. fyramidal 'picture. Obhe~ · · 
·,· 

little worth industr:ial· works have been carried by few~ units.·. 

· wJ:lich were not entered in the frames. We count them ~from the 

·source o:f' Inspector of Factories, ivest Bengal and s~.e that the . · 

g~otvth' of industrial units in these industries is uneven' iq· 
charaoter .as ·shown in. table 2~1 <J.1) 

From the year 1980 tq 198'7 there were ·growth of .new units 

':·,.,.-

~ , : ·- .. -· ,. . ·~·r 
·, in the ··'i:i1dustries like Leather, Chemioai, Ea'stc, Me:tal and 

alloy products;. Electrica:l ~1achineries and ·parts·~ stor.age and 

Wi:re Housing and Repair services. F&Xcept w•re. Housing and 

Repair services the growth tv ere· maiihly in Calcutta, 24 Parganas, 

·Howrah and Hooshly industrial belt •. As in the year 19.87 for 

Leather products there were 171 units of tr~hich 162 units' 

were in 24 -Parganas and 9 units in Calcutta; , fo;r. Chemical 

products there were 5'09 units of which 319t 47, 31: .. and 33 

units were in 24 :Parganast Hotr;rah, palautta and Hooghly 
.. . 

respectively; for Y(lanufaature of electrical machineries 
. . 

and parts ther.e were 4o1 units of t-lhich 96% unfts. war~ lri same· 

belt<1 ~) And there· is nothing \'Jorthy of re.;..mark at grovlf~h 

rate for other industries in Registered li~nufacturing Sector 

of wast Bengal~ Xhis information makes step .for a .St\ld.V about 

regional inter-industry as. well as intra~indus,try disparity 

in the state. 



Table : 2~ 1 
t• • • • ' • 

~ i 
1.· 

~nhme~ation of working :.Factofies. 
·.Progr~~ia:, 'ofJ·ian~fa~.~uring~ Indu·strie$· i~ lrlest Beng~l. · r 

t.• 
, .. 

~. . \ .. .i .·L 

·,·'i:·~·~·-

~·: .. ':• 

';rota~ 'lvqrking J'actories.: · '·: .. ·, .. I Code 
... 

. (\'·_ 

No .I: . Industry -~~------~~--~--~~--~--~~---~~-+ - ., 

I ~1 >1... ~2) ~-~·;-~:.:c, .. ,.- . 

·Total V!est BengaL · · .. :5967. · 61.44 ·. 6421 ·B06L~ · 83l}a: 
':"· "<,·' ~ -~, ".' .. ·,. ! 

20. l1anufacture of Fo6d Prod1.lct·s :"4a3 1 ~7;3J· .. 4i~:~:· l49o~; t:.>~-a41 t~64f ~5oo L 5161 ... 5341 ·546 

21. l4anufa«:ture of l?ooO. . Proq:uct:s .• ,_.434.-¥ 4~'2b' 439:. L 446 t: 449}· .462 I 472. I 477 1; 482 I 490 

. . 1: , ... r 
': 36:•·. i ;.;37 ' -.- .. , .. _,. . . 

32 -32 33 :32. · t 33 I: 32· .22~ Manufacture of nev:erages, Tobacco 
l 

~4 3~ ,__-+-.... a;.:on:,;:::d:..,..:T.:.ob.a ceo prod lie t s ~ · · 
il.·23. ·· lY~t~~facture· of' co·ttori .;T~xttles. ···~.:~ ·:~,24~-'::tc-:.2,53: ' .. 262.~;{,·):2§9 .[<26q::~~:.?6lt ... ~; :,~'iiJ : .. :.268: · ·,;.,2~lo'·,, ;27J ~· · · · 

.. . .. . ' . . . . ...... ,. i?'"' . '' ".· 

·. 24~J l·1a:rmfacture ot: tvd61, ~ Sl~k. and··,_·. ·; .. : :; .251}~_::.·25 '26 ' 2·6 · 26· 26 27 · 26 : ·28,:; '·30 
.... 1 SY:nthetlc li'ibre Textiles•· . ' · · · (·. :· · .•... : \•( / , · . · · · · . 1 

;1:25~ 
. ~ . . 

26. 

'~27e' 

28. 

Man1lfactur_e'0f~Jute,'B:~uip' .. arid··:.:>· .. ).13.·?·5
'-·:1:22. 1:25 13·q .'136 '139·>i~o.:145 ... :14q· ',j4QT 

Mesta Textiles. : · .:, · .·· · · ·.· .. · ·· .· .,. ··.': · ··. · ··· · · · ·. · · . 

Manufac~ur~ of T.ex.ti~~·s ,p-ro~uc~~~ · , ' ·.>:·-'13.3' ~·~·;7 :· 1lt-9. :!15~· 152.' 155 , ' 158 
. (lncludJ..ng Weavi·ng .Appa~el other . · , . ,, · · · · · · ·· · · · 15s I . 166. l ;1.70 

1 than Foott'!ear).,. . , ' · , .· · · · · · ' .. : • .,· · · 

Manufacture of~ood and :t-1od~· '' .. •· · .. · :::·284' l' 2s6 ,r 288 'l 296 
·tirc>ducts.Furnitu.re and' Fixtures~· ·" · · 

· I·1anufacture of ~a\"J;r-·and. pa~eii ·.· · l· lfo7 · 1 '418 'I 436 '1434 
products and Pr:~..n~:t.ng, Pl.lbLtshJ.ng. 
and allied Indust·rles.o '-. · ' 

30~-. ..l· '3o9· ·1· 32sl3,~1- .1,.341: l :~52,· 
'~447. .1 .459 467 .t.·'477 1·.: 1.~83 1';49~~ 

··; ;: 

29·· I Manuf&c·cure of Leather and Leatbe;'l 
for nrodu.cts ( exoal2Lr_~~il'1o · ·. · 129 I 13~7 '1150 1153 I 156 1160 I 163 I 161-r I :171 

/ 

)30. rJlanufacture of Rubber, Plastic:, 
Petroleum and coa~.products~ 

261 1279 3061 131s j4s91 641 j7o3 1745 1769 ·I s36 
"'!J 

contd~.· •• 2 
.o 



Table -: 2.1 (contd • .' ... 2) 

T1) (_2) C3) _ _L- __ Q±LL_0_l~L 1()) I <7J~T (s}__L_(__9_l_L_(1DJ_l_(11JT--( 12} 

31. !Manufacture of chemicals and 
chemicals products (except 
lx>Gt·J:'oJ)~_mn_rand __ Qo_a 1 -r:n·o_duc_t_§J_ 352 I. 362 1 379 386- I 4oa 426 I 45o 964 I 4st I 509 

225 I 235 I 24-h( I . 252 I 262 32• 1'-ianufactu-re of Non-Hetallic 
. Hineral roducts . r . .. I . . ~-' ' I ., ,_,__ 

:33. 'IBa~ic Hetal and Alloys Indus- 706 - ?.34-: 783 S:~1 
tr J.e s _ · - ~ ... 

185 192 I ·2o5 212 

828 I 853 I 877 t 899 · I 916 

273· 

939 
I 

34~ -Manufacture of Metal ~~8 I, 749 I ·-787 801 I 822 843 I .865 883 ·1 91o 92.5-' 
·· · Products and arts. · - _ . _,. _ 

:_35.jManuf~cture of· Machinery-~~-~,l~a I' :5·52 : _·574 · 579· ·600 612-1 '{)30 · 643 . · 654 669-

. J 238 124-3 .2'9 281 ' 291 311 !331 3)7 . .367 401 -, 36~ .. ,Manufacture o·f Electric 
-__ - , . -lliachinerv - . -. 

., 194. 200 !'. ~W7 }37_._l.~-ian11facture ·of 'transpc;>rt · · 
-I. _ .j et~uipments. 

- . I . . .... - .. - .. , . . 
89 92. 

·2o4 l 210 
I 

91 I 103 

212_ r 217 t 225- 1·22a· 1·2~s 
i 

106 ·1'-.107 109 I_ 114 

--·4o~ I~Jectrtcity · 

J.~?_·l Other ~J1anufacturdmg industr1e~~- .88 1 1 
.• .. ' '- . - - . ~: ' . I I' 'I - I ·:-- I : I . - I ' -:.I. 

69
1 

7<1 

1 
72 

1 
72

1 
72 1 73 

1 

75 1 75 , 76
1 

1?~. •· 

70 
-- . 

4 .4 I 4 4 4 4 . ' . 4 5 .: 6 I 6 l"i~1:~·1·a~s- and~St~~am . . . 

I·; ' . . ·· ... 
.-;- - · .. - -.. 
r·~~-2 ~ jltla ter · vlorkS .-and supply,. '1:3 15 16 16 18 20 20 1 9 ·I .. , 1 9 I 2o 

1,·50. Construction .· · . ..· ·1· 1 1·1 1 1 1 1: I 1 1 I 1 , 

170. ~n~ __ Tr~~sp~rt _· . .: -_ · ~4 :4: · · -4_ . _ . 4 . 4 4 _. · 4 1 4 · 5 !, 6 

171.jHater-Transport ·5 ·t; 5 5. I 5 I ·5- .· 5· I 5 5 I 5 
z3_.1 Service :inc,idental :to __ 'l'I'C1n~P_<ir~- t2__l___12 I 13.J 13 ,. 13 I 17 I 16 I 16 1- 16 ' 1 ~ 

- I . 

74.-lstora_g_e and \•Jare housing __ L 6Q_I_ 10l_LJ1S_I__1_~Z __ L131 l14o<J 144 I 160 I 164 I 171 
~2~::1-.-~~al_.Esta~e and J31js_iness __ j· · lll 5 1 .. s 1 8 1 .10 I 11' I 19 I 21 I 25 I 26 

!- ·: Serv ~ces 
r9l-.JSanit~lryservlc_es-- 1· Bl :a.l. Bl .8 1· 8 1-· 81:.8 I 8 I 8 I .8 

I. 9_2._,Edn.,Scienti-fic and Research 1 10 -1- 1o_l , 1.9 I 10 I ·'10 · -· 
: · services,. . · ·· -·• 

10 I 11 11 I 10 

!!~f'~:_:::-~!~to::;·:~:: ltu,~a L. s~ryrc I ~1__t_ 1 :- : 16 J 16 I 1 8 I 1 8 ! 21 I 22 
5 I 5 5 I 5 

11 

5 

91.1 Repair sC?_rvices~ I 167- I c loB 1-·ro~f 1170--1232 ' 307 -, 322- T3!+2 I 35li- • 372 1 

~ 
~ 

·~.1 
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so, l'1ith the -identification -of industry-gap the inter

industry disparity· in terms of localisation co-efficients and 

location quotients has been an interesting view of this -

.analysis. For this, the nature of· spread of these industrie·s 

h$s been observed in 16' districts which are by following codes;-

(1) -Darjeeling. (2) Jalpaiguri. (3) Ooochbehar. 

(4) West DinajpurQ (5) Malda. (6) ~adia. 

(7) Murshdabad. (8) Calcutta (9) ·Howrah •. 

' 
•t1o) 2~Parganas •. ( 11) _ Hooghly, (12) Burdwan. 

(1,3) Birbhum {14) Bankura. (15) ~1idnapore. 

(16) Purulia. 

.. ·By. the Frames of 1977-78 ·for census· and Non-census 

faatories, 'the· distribution of workers under different · 

'·industry groups • and _,sub-groups' ( 13) among dis~ricts or -
west Bengal are summed up to the majer ·_industry group 

and' ar:ranged in tables 2. 2 and 2.,3-~ Then we·. calculate the localisa,.. 

tion~ co-efficient: and location quotients for the l.ndu.stries 

-as presentlng :Ln the ~ables 2.2; 2.3. 2.4 and· 2.5.-

. Th~ough localisation- o.o~efficients ·the highly dispersal. 

* 24 Parganas is divided.· into ttoJO ·districts viz. 
Uttar 24 Parga.nas and Dakshin 24 Parganas • 

. ~ By Frames t:ew factories under Calcutta ent~red 
~ . -. ~. . - - . 

under dist:r ict 24- ·Parganas • 

..... 



Table : 2.2 

Localisation 8o-effi.cient based on the 

Distribution of Workers Under Different Major Industry Gr::~ups 

among Districts of West Bengal. (For Census Fact::~ries ) 

I - I Column Localisation ,c"~""."'-
) .In~ustry I District Co.de T tal Co-efficient .. 
; Co:le 0 -r·--_-
j --· 1 !2 3 4 5 16 7 I a 9 1 o 11 12 13 · 1 4 1 5 16. It~---_ 
12C-21 16203 24302 102 1281 181 1182 6461 1019 616 647 1216 3480 604 2429 . 49723 0.001 

! 22 1 122 22_41 · · 392 461 ·50 3266 1 o.13o· 1 ~ 
23 ' I· I I 921 3910 I 23997 . 8660 I . 13196 591 412 51E?87 r o.o4o 

.,.': .. 24 I I r I 180 I 4870 I 2875 . I 321 4821 8728 0.179 •.: --·--

"!~~-- 25 1 1 1 15o45a 59710 1 43747 1- 253915 o. 101 ~r-::-:--=~ . 
T= 26 i.. . _. 1279 1092 251 601 ·-- ·- -.. ·. . . . 3223 0.096 -~-:::-:: 

I 27 1319_ '445 571 I I. 64 207lj. 1103 741 I ! 3136,0.165 

I 28 I 179 I /101 I I i I 641 11078 I 3161 I 5660 I 1)48 I 2068! . I I 5621 I 23957 I 0.026 

[.~-~29 I ! I I ! I 11014 - - 11014 0.250 ·-----u 
F~~- 30 I I 59 8038 1581 . 5664 1033 . . 467 341 . 16783 0.245 I~: 
1 31 J 146 J 14471 1228 464 2070 1929 1s4 91 o 22002 a. 294 · ___ _ 

_ - 32 I I I I· l217/ I 193j 87311 7771 I 177315369 . - ---229 85 59 17433 0.031 

1 33 ! I 'l I I -1 I 5541 15oa4l17o44l 1oo1 3754146388,_ 388 83312 0.030 r. 34. 1 
1 

r 1 t . 1 1781 10726 · 5760 189 793 432 . 135T -721 . 18285 0.029 . T~~> 
!-- 35 ! I I I I t 686 23283 4911 125 :1829 ~474 '100 t - ., . . 354o8 .0.037 ;.::;: 

I 36 I c I 78 I 18117 32011. 318 135 1831 . 23690 0.043 5!· 
1 37 1 ! ! r . 553 29898 187571. 11057 9307 6556 . 571 -.. ., .. 
I I ·--· !----

1 38 ! 5:1/ I . I 6197 . . I 6258 I o. 24_5 

j_ 41 I ! I I I I 140 I 140 0.250 

76699 0.034 .·,.,.L;;t,.,...-o-.:. 

! 42 I I" I I . 590 I --~-- 'q-'49T " I I T . I . 804 I 0.136 I; 
)_74 I + I I 14 I ____L_~,_ .o.44z "" 

L__11 ! ' I I I 161 I E I I ~ 161 G.250 . +":C 
]_l£___L _ _}__I +--=r --_ _:_ . =i 156 L___j___22 ! I I 215 o. 24') fT::-:-:. 
1~2. I 11§.j_=tn~~ 605 15109 J-4:J~~3Q__ _lli1. _ __ _J 867 1912 ~2.2__:._-__ .. ~~; ~l~" __l2"_'•2 !_ 247~7j_5'5J 137~ ''75 1707 ,25o2'• 175 1"740~ s31::_ ~'4~l~574 E1 ~'_E_f 2o9'.J'.~~-. m~ ~tt _____ j' · 

1 :O:JU:'C0: r.SI I·J\1,~,!!..,1 :!77-78 

-'-3 w· 
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Table· : 2•~· 

-~ ,. 
Loeat'lon quot:ten~s b.:~~ed on the Di.strlbutton o.f Horkers under Different l'laJor 
Industry Groups. amore.Oistricts· of itiest Bengal (l~'or Census Factorie-s)• . 

Ind~str11~ 
: 

'· 

District bv.·code 
Code 1 2 3 •. 4:·- . 5 6 7 _.· ' ·8 . g .. . '10.' 11 '12 1_3 14 - ·1-5 16 
.2o-21 12;90 14 •. 40 13.67 1.55 2.~1 _: 1.Q9_ 

I 
2.;.51 0.26' 0.12 . 0&11· 0.23 ·-12.38 2.32 •z-e.95' '·. 

~-"- .... ·, 

-22 

~$1 

24 31.66 
2? -
26--. --
'27 10.5J 4.18 22.2? I 
28 0.77 5.o1? 

2t:J 
I ~0 I 

~1 o.61 

32 19.10 

33 ' 
' ' 

34 . ' 

35 I 

. I , J 
' 

36 5.os 
37 : I 

0.98 
I 

58 I 
I 

lt-1 ·. ' 

42 . ' 

7t:- I I 

91 
96' 

g7. o-.74. 2a''~46 2.58 J 

3.63 -. ,-17 -
· ·o·._9Z· 1 • .34 9.23· 

" ' 
1.3 · .. . ' 

. ' 

7.61 7.,35 0.93' (} •. g6-. 2.02 0.11 1.41 .. . ~ . ' ,. ' 
: 1~ 12.' 

' . 
3.33 .. 

. ' 2-.67. 22.16 
. I -.... : I . 

1 •. \15 1~1sl . t.4o ,. 
. ' 

,' ,I' ' 

0.'/CJ, 1'._94 6.:83 ~ . 1- • .5'1' 
--

. ' 'i 
.. ~ -'. -' ;. - ;· 

.. j ,i 

I' ·2 '8~: I ' 'I 
-, 

.1 •. 9a• .1 .• 32 0~22 ; . - '' . ' -·· -
o.•26· 0~93· 0.76 20~72' o. :i!;; 0.82 1.;.41 

. . ,. ,, 
.'' ~· ' 2.oo· \. ; .. ' " '. . ',' . . ' ' , ' . ·i 

0~96 0.54 
. . ' ' ' 

o.:34· 2.74 ·a. 59 1.68 ·'1.-88. 
-· .. 

1.B2 0._3_2· ... 1~85; o._z6. .0.83 O~'iO 1·6.o.a · 
·: , I --~ ·, . . ' 

1~08: 1.00 0 ~6 ' ' -- o.a2 .2.93 2.32 ·o.29 .1 .. 31· ., 
o.65, ' . 

0~36 :1.1.? ·o.11 0~'3·7. 5~30 o·.2s 
0~95 1~17 .. 1·.ao . 0~91:,,··0.~5· '0~22 l~.45 ·o~2t} 

1.88 1.31 OA9_ 0~~1'' 0.42 · .. 1.~~.9 1._7_0 

.. 1._53 ·0.'7_8 1-.18 ·0.02 0~74 - _5:.15_ 2.89 
' ' 

0~70 0•78 I 1.tt.o · 1'.17 1.16 - . 

i I 
1.'98 'I 

I I 
r 

2.00 
I ' : 

1.47 . ci.66 1.76 
: I ·9.52 

I . 
2.00 

i 
I 

1.45 24.06 
. 

13.511 .1.5:8 0.15. . 1.cql .. · o. 153 . t'l. 5.7 . . -
.- . 

... Source : ASI li'RAI~ - · 1. 977~78~ . '-1 
+ 



\~~~~~ ,,~~;co''"' ~, ~ - ~ " - - ' -' '' "'Table ' 2. 4 . ~- . .:::.: ;~:·~.:::7"·-

~iif(~~-:-_-.-. ---:,·.~:- .. . . - I.oc~l~~~t::n Co-efficient-? .bas(:d on t~.Distribution of Workers under DiffeNnt Hajor . 

. T",J!f: ·- ·-·· :· .. ----- ~- \ __ ''iriciustry"Groups' among :Disft:Lcf.S' of West:Bengal. (.For No;-Cci'nini_s_Factories)~ 

~ rl~·b= ~ ~.-~~· ~ .• '.~~~ ~ Distr~ct Code. ~ ;~.,- . I ~:~~1 ~,~:0~~ 
··-~~J;;"~--~··; 1-- --2 ·-"- ·J·-,----4----l--5·--··- 6 ""-- 7~'-'7---a-==:::,c· · 9 · 10 11 i 1 

.;s .. l;.- l !~~:~: __ · ! --,. . I . _'_ . ·_:: ~- ~-- --!.--- : : - _, .. ··: .. " . .":~~:_;:· , . -~ ~-I. . 

Us;;-~_r''· 11678 i 618 • <1~ -- - :~ : 3i9' • '""f~.:: 1 2242 ~" ~96 1';7914~ 
J~S~>:;; .·:·•·:·. I ; • ' ~~- ' •,:.j. • ; '.-c .: .. • •• . _•:·j ·' l ,·,.-' - . 1 
ncr:;:.::. c.--. , · · · --- · ... -'- .,._,-~---= . ' ·. - .• -::·'. . .,:·.c 86 · .2'9 : . .-_- 10 . 

-0 

.,;;;;~~~=~,-J··-----~T-47 ___ .... ,,,~·-:=::=:::•i:-~"··-~" ··,.:-,::.;:<~:~ .468"¥;""-2'i'52'1 12.'75--~- 155' --
, -- ! I --:;-;:;-! ...-- .. ~ 
! 24 ! l . 1 1 . 1 1 6 I - I I --L I 'J • •• ' 1 . 

----1='25 ! I. I. . I - '<-:-: -··.·· •••.. ··<·· • 46?. '1°0 I . I 3'5 I I I : I 690 I 0.1'13 I 
~~6'~'! , ! 14 I ... __ -' _ :~ .... __ , _ _ "· _· 10:11 ?12 6n :1? 12 46 -! 2263 j o.o3_g 

· J~_;;;~~=~-i- 83 · J60-';-- :--·---3';1- --· ----=---~ -·o:-:: ""j:O :•c ::'~ -· :::·":_:-lr-:-:: :--~~t;t · =26o . 132 27 1 46 L - 12 I 21 I 1 0-{-3646 I 0. 002 
·- _[1;-:::~a.t..r-' _5_9._l16·· ---" ::.,'"'::.·----,~;32:' "2'22 t'J0-··3Q26.__23 30 ·1 '!7581 o.o-16--L--='-

-1~-·2 I I -I I .. - I 21 '53 I I -r-;.l '53 I o. 249 

. ~F;- i ' 2)76 )21 I 867 I 7? I 23' ' 27 4119 I 0.042 - t:=:~ 4? I I I 29.74 6s_z · 1541 245 107 I 135 I 12 4'5 211 I 461'5 I o.o2o 1 

,-~,-;-~2 I 41 22. 1') .. -1~0. 1201 2B_2 t-· 8':\ 111 27 128 3'Z 14 60 221_3 J 0.013_ L-
! I - ! , 

.. ,~--;:.:.23~:'·'· l 17 l I 47 I ':\027 6144 9') 169 111 I 7_ :19 2o I 0702 I 0. 020 . -r~'" : : : 11: I 3b i'~ ;,; ~ '··:, I";:;~ ~;~~~ ~~ ~~ ~~: , cu <4 , I ~; I ~: ~~~---r--
·~-:.;;:~:;~~: I I I - .. -. . . -·- a9 2192 1 r.:zs '291 51 171 ! l I 32?6 ! o.o4o 
1~-?~"37 l . ' = 55 -1187 1026. 6; I l . I 18 2_32') I 0.059. I . 
~~~ <a I I I I 1 I 85 61 20 I 56= I 31 ; 4o I I I 1 54o J o. o46 I 
r--.-·.1+1 I 1 I ! I - l 16 · 14j I i 30 l 0.363 · 
~+2' j 1 .. ---- ----~-1-'--'-·"~--- . 78 ! 261 111 '581 I I 17~.12.3__1 

h - - I I 59 30 ~3 110 10:1 I 4o I 375 j 0. 168~ 
~3''91 ! ! I I .I < I 64 I -: I 11 : 4o I 115 I 0. 227 

";:2!,:95 I ! - 142t- ! __J_ - 1 42 I o. 249 -
. I I 1 1 I I I I 96 I j_ . I ,. 110 36 16 --r--162 0~42 I 

~-= ;.; -~~7 I ---- 1015 -~ !:22 L I 157 I 49 I __l_lli i Hi12 I 0.048 

r~}t;in 1953 1149~ 35 . - 59. l;Jt; .I 901 __ 3:239118928 I~ 7951 j_ 1412 11959 I 56'1 J_ 434 I 604 372 I 743381! 'I~ 
m~L''~-· Source: ASI FRJ.ME, 1977-78. 
~ ~--:::r.-~-

.. ...;:=:=... 



Table : 2. 5· 
wcatLon- Quotients based on the Dlstr_ib_u.tion o:f Workers under Different · 

·- Maj"qr··-Indus·t.ry-_(.}rouiis' .among· Districts of West Bengal. (For Non-Censu_s FactorL_es_ • .) 
. ---- - -·-· --·- --~- --.-- ..•. --- ---

· ._Industry
1
. - D-is tr ic.t ·By · Code. · . -

-- - -- -- -··· -- -- ..... -. 

Code. 1 . .. 2 3 . -4. ·5 ... 6. ?· 8 g· 10 11" . 12 13 . . 1"1+ 11j 

.20-21 8.19 4.or: . .. 8.;,33. 0.58 0.42 0.71 1.20 2.07 4~ 11. 7._53_ 2~_'13 
.. .. 22. .. .. . ." . 1.42 . 0~81 0.77" 
.... 2_3 .. - . . 0 .• 51. .. .... .8.97 1.02 1.38 t.9o· 1.23 0.5'4 ·-

24 1'.68 0.10 22.64 

25 ·- .. . . 1.3Ci 1.08 2.6_7 

26 o·.Jc 0.91 . 0.89 2.53 0.81 0.20 2.5'0 · .. ·. 
- 27 .. o.a6 . 8.2t: 20.39 -- 0.09 -1.27 - 0.28 0.34 . 0.39 1:.52 . 0.·56 0•?1 

28. 0.39 0.11 o.46 . 0.81 0.10 . 5.02 0.49 0.:20 .. 

29 -2.00 ... -

30 . --. 
.. 1.25 . o. 5'0 1.97 0.96 o.4g· 0.81 

31 0.37 1~29 0.5'8 0._31 2._7_9 "0.88 _3.8Q o..4'1 1 ~20 

~2 0;.9~ 16. 5'1 0;.07 5.59 1.08 o. 51 Oo35 2.64 . 0.98 ~?_. 66 2.86 0.?_8 

33 -· o.o~ - . -- : Oo4o . 0~62 ·2;,49 0.09 0.91 0.;. 51 0.10 0.49 

34 o.16 o.O':l 4.09 0.09 1;.06 1.50 0~39 0.36" . 1.01 .. 0 .• 45 -

32 0.24 Oo 7lt. .. .. 0.91 0.50 1.05 1.45 . 0.41 
.. 

o·.25 .0 ... 82 
.. 

36 ... ·2.26 1.34 o.7o 0.94 0.82 0.20 

. 37 1.93 1.01 1. 71 o.·27 0.94 

38. .. 
'· 1.11 0.13 3.42 1.06 0.99 

41 .. .- 2.09 24. rJ7 

42 .. ·o.9o 1.41 3_._35 12.72 .. 

74· ... .. o. 31 0.31 o.82l15.44 '10 •. 42 . 

91 1.11 I 5.o4 13.20 

95 
.. 

2.00 I .. . .. 

96 
- -· - - 6.~~ 8~43 

. . - . 12~"1"6 .. 

_·97 . .... ' .. .. 1.12 0.02 2~35' 3.29 8.50 
Source: ASI.FRAME~ 1977-78 

.. 
16 

1;.67 

0.;._55 

9.14 

5.42 

0.54 

' 

I 

I 
I 

'-1 
0' 
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industries are 20·21·, 23, 2a,: 32,. 33, 34, 35·; and 38 for 

C(i)nsus sector·. For Non-census :sector they are 20•21, 28; 27, 

349:32,33,34;35 and j6 •. vie obse'rve that the follotoJing indus_t:ri~s 

· uhd.er census and non-census sector v1ere less dispersal comp~re 

· to other industries in. major g_roup;r; 

Ma~or Industry 
Group~ 

29 

30 

31 

36 

37 

74 

29 

41 

91 

95 
96 

.High· Localisation Co-efficient for 

MaJor IndustrvGroops for 

Census Factories. 

Description 

Manufacture of' Leather and Leather l;'roduqts. 

Manufacture of Rubber, Plastic and Co?l Products. 
I r ' ' 

14anuf'aoture of Chemical and Chemical Products. 

Manufacture of Electric ·.r.1achinery and :Parts •. 

Manufacture of Transport equipments and .Parts. 

. storage: and Wir.e-house •. · ... 

{For Non•census factories) 

~1anuf'acture of Lather and· Leather Products. 

·Manufacture of- ·electricity and gas.· 

Sanitary Services. 

Recreational· Cultural services. 

Repair Services. 
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In the year 1978 almost all of ·them were concentrated in . 

the districts lik~ Howi'ah, H~oghly, Calcutta and 24-Parganas . 

and gradually they be·came dispersal as in the year 1987 tb~: 

distribution of total unit~ among district shows that there 

were. slight growth • o~ new ~hits in these industries in other 

distr~cts of West Bengal. t...re see that in the year 1987 except' 

for: manufacturing of leather and leather products most of 

them shot.1ed inclination .of dispersal as it will appear· ... 

in table ( 2.6), v1here few specific industries (added) bear 
' ' . ' ' . ' . . 

higbdegree·o;r·concentrati.on. 

To highlight spatial cluster of industries 1.~e have · 

calculated localisation. quotients •. Higher values are ooserved 

f?r major indl1s~ry group 20-21, 27, 28, 31 and 3~ for North 

B~ngal. Low val-q.es · are· obs.erved for· every ma_j or indus try · 

·. groups for Calcutta, Howrah, Hoogbly' 24Parganas and 

Burd~n;m ·districts~ •. In ternis ·or location quo·tii::mts the disparity 

· bet~1ee~ North an~ south is' evident as ·crisis process of' 

· concentration of employment~ It leads concentration· of capital 

· ·and output• ·For ·c.en$U:s and Non-census factories higher 

· . emplorment. isobservecl in HoloJrah, ·Calcutta; 24-Parganas, 

· . :_ ~odgl:lly and BUrdwan· :d-istrict. For North. B~angal sig~i.fi12~nt 

empl9y:ment: is observed in Darjeeling and Jalpaig'llri dlstr.tcts •. 

I.t is only bemiuse.· of tea gardens. But in the t~a gardens of , 

Darj eeling 'and Jalpaigur.t districts bee to rage under tea ha·s 

}?een stagn~t1ng or s~owly dec.aying between 1950 and· 1974. 

Aga~iri. emplqyment in· tea ind~s·tries has remained static over 
last twenty five years (11t) 

. 0 
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'~I~~~,- i. _ Table .: . 2'. 6 

"~~- . ". c:=.. localisation· Co-efficients based on l~actory \o/orkers Classified by: 
~-~$~: .. - ·::~·:·- ·.. . ' . . . 
_{:t;~-~: --- Industry ·at 2-digit Level by District in West Bengal, 1987. 

~~~~~ry 1 - ;_ . -·- '·: .. ' . , .-'. - ~---- -Localisation 

C21e;:-: . I··. ~ II I Co-efficients 
.£::.1!~~-. 1c. 1 14 

-2~ .!. 3721_Lgf>QQ __ s44l- 1211 o.obo 

l ~7::-;._.-,~- iJ.i! l6Q3_L 1~ Ls6_ LJ 147! . 

r;~~ .. 1_.3411 17- _t:Q __ jc,125~l-=·-4213l--:12 -796<::1-'~-33191--1075'3 -143<.1 3Q.~- I ·I 13491 29615' I 0.001 I 
I 29- I .- . . L ., ... - 2'.6 . . 1'.5''.9 ! - I I ---- L 1377?__ -0.227 I 
I . J;')! I .. ·: 86 · 25_ .! , .. • · .I _ •.911 t:J-.•:.C':'~I ---7-"":1 .c:-~452J"""12776 ':)602 8171 90 l 1 ':) I 1 ~ 1.:-41 2655'0 0. 004 1 
LJ'.i.U\. _.1_--:- 226i 49 ; I · 45_ :2S'61 -~,_. -1167. ';·:2~4- :21nz. ·--4o1s _n4-s 1 269 16 767 '795 j 35475' o.oo4 

~~~{ 'l "'' 80 i ~~! .. ' : a· I . ·:~~~1 «2-,lc ~~;I ~~:I c~ ~!~: !~~~ ,~;!~ l :~~ ~: ~__:~ i, :~;;~ I ~: ~~: l 
~ 34~-:· I 72, 25 I 34

1 
6831 . ,I 1169

1 
13021 22980 28~f--zo21 . I · 335 1 o4 42168 I o. oo7 

l 3\i.;::.. _., ... 60 161 - ... 'f1zzt _:_t. 61}- 6~3_6 . 226881 2§2+-2ru+---t=' 48_j____312,g ~1.2_ __ ~2222 0.006 j 
[ 3{_ ~ 16 1 • , 27oi .. - sn '5464 2842zl __ 1321 ~2 1__ I <.56 _ - 3.§3.QL o.oos I ~;;:.~." L I 8 i • I c "I mi r 1~95 ~"':'810l j'1480 l1~-s4G439~ ; 174 ---+-~;')04 0.016 I 

~8C· ·. I 132 I I I I 78' 41 1481 51':)01 1771 . .54! 12l I . ---.----n168 0.:..9}9- I 

1 Lo,.-_. l_313 184 I ;12 I 4ol .·· l16o3! 1 . Q2l_-46sa 2o1s 327..21 13Q9 1'282 1S931 o.o14 I 
i>ec i · c ••• 1. . . ' _,7 ! !· . , . ! I ;~~ .. ! - I l I~ ~~ ;~i ':~:; e- I _I ;~;~ I ~:~i: ~ 
H" . i I I I ! I ! =i 383 I I ' + 3§1_ o. <6E 
1 r;8 __ 0 , 1 1 16 1 1 66 1 o. 262 ' ci~l ,,:,-P 1l . 1 · ; 1 1 .J-~~ _ J _ +-,,.,.t-- , J_c_}< , n 1 o. J" 1 
~f;'l ·-. _L_ ! ···· · I· · · 1· I. 16j ' .::10 -~ .L__ 1--r- 266 I O.c57 I 
H-:f-.-i-- i - . j · J ' , 1 141 11 681 =:-_t3Qo 1 -~..--=-r-- 1130 0.107 

I r4-=:-: L 207 , 1'5-i 142, .--t-~1 26t1102' 164:rj 146§, _§}S11 t 642 _2ZJ.w_Q.003 
1 I 82::. I I I J --~--~5031 I 3m . _.1_~6 - T ____j . 6BO_t_Q_,_l_Z5" 

1 ?1 . 1 1 • • 1 1 6 . 2 _m_ _ _J___ 1 453 1 ~~z I 
I " ,;;-;;,I I I i I I 1081 64[ 543+- 68 161 11 '-'4----_:_ I 878 fo.~;;o4 ' 
1---i).;.~ ' I I ' I ~ 1r::~~- I L L ' 1 : O.c68 ___J t.-'-- _1_ - _ __!2 ----r I --, .__ --------1 

~:9.-~~::. · 1 ~~- . i ~_1QQ . . 20 27; __ .. ___ . . - o.1 ----< 

Ft:;~ 471! m i '"' '""! ..121 ;01 soo!.::uz,1 ass~§] ~~~~ z5 ~·:zj 4sa_ -"''l6-l-g:~---~ 
jg[~:_ J 1o1 1oj2o536jzz3 2733 j495~o6:tj3264!1a23:L154s4a1j4o8:to1~:;oa;~!1os475j 378~699 i 25357t 4936 ~79381 l ________ J ~ 

Btn Calculation; Source: il:c.:Jnocic Heview West Bengal , 1;)9:0. p, 517- 5~0. . 
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However, the over all picture of West Bengal does -no~t .sp~ak 

favourably of industrial development. As here_ during. the perlod 

fre)m 1978 to 1987 tpe average daily number of workers employed 

in registe~ed working f_'actories did increase from 8393:t6 to 

879~81 ~ ~t is only at the rate of o·.~% per year~ 1 5~For the same 

period ·average da-ily· number ·or tri~rkers emp1ofed in manufactmre 

of beveragej· tobacco arid tobacco products· has been reduced 

from 4789 to. 4458, for Cotton textiles reduced from 54343 to 

52705, for jute 'text.:f .. les re'duoed from 235286 to 22?319 arid for 

· MEinufacture:·Qf paper and paper produc.ts and prtntirig, publ.i.shing 

and al~ied ino.ustries reduced f'rom 32237 to; 29615. J.i'or ether ' 

industries the employment had increased at a very insigi'i:t.fioant 

rate as fer woqd p1.•o¢ucts 1•8%, for ieather products 0·•'%; for " · 

rubber and plastic 2~:7%; for Chemloal o. 8%,. :for bas,io_ metal and 

alloys· industrles ·1:~·4%, for: maiqlfacture af eiectrtc Me.cihtriery-

.· ·.·and parts 2% only·.- .And orily a significant rat·e ·of increase of 

. employment had found' ih 'storage and wire hoU:'sing. for \vhiah. 

average daily number of wo.rk:ers increased at the rate 'C.f 12% 

per year. The. generation o:f employment in oict unlts · eit.her in 

. public sector qr in'. private' seotor had practically beeri stoped 

"since 1978 and orily a few riew units come out 'through public 

• fun~ at the interest ~f' ne11-1 employment. As Govt~ made a 

pro~ise .. for industrial O.evelopme'nt ··1'n backward aret;tst Govt. 

allbv1ed publiCi' fund:s· for riew and old uriits even' made them hard 

to carry through. 
·i· 

. I 
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But swelling industrialisation of' an area needs povJer and 

rapid infrast,ructurel develbpment which are decisive indicators 

to me~t the iriterest_of the enterpreneurs. With this, available 

raw materials and markets follow ideological preference for 

manufacturing units to have a start. If' industrialisation 

programme does not follow this connotation, within short period 

the-new venture will enter into deep crisis for· capacity 

utilisation. Following under utilisation of oapacity _every unit 

inC!urs loss, .ruQs into debt and drysup through debt servic"ing 

burden. Then s.ickness and clqsure of units overthrough the. 

industrialisation programme. The programme for-industrialisation 

in back\>Jard a.reas of' \v_est Bengal have come at this juncture• 

Through the change or localisation co-efficients we 

observe tha.t industrialisation in West Bengal had followed 

the nature of dispersal in compliance withGovt~ policy and 

·:measures. From the year 1978 to 1. 987 there had C()tile c?.r a few 

industrial units.· in different districts which are industrial,ly 
. · thtough · 

back\vard in the state. As studies have been made co-efficient.· 

. of .var+~tion .for c;iifferent yea~s that the degree c;>f 

variability in industrial development among the districts 
,)· 

has, already been decreasing. t-Jhich may partly be attr~butecf to 

Govt;•s. effort in mitigating disparities among the r~gions~16 ) 
Aliv:e to the consequences the reglonal intra-industry 

. ,· ~ :, - . 

disp-arity; has become an interesting view for which we project 

an .ana~ysis in next _chap~er • 
.-: 

··-:. 
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O~TER • III. 

REGIONAL INTRA~INDUSTRY DISPARITY:- A COMPARATIVE 
' . . . . . 

STUD~ ': · .. ' IN TERMS t}F DIF!i'ERENT 

tCOMPONENTS 1 OF PER 

CAPITA INCOME 

3.0: The problem of. regional disparity, a common experience 

of the developing ~ountr:Les in their planning process for 

development, is tberet~1ith the problem of inter-regional intra-' 
' ' 

·industry disparity~· The problem of inter-regional disparity 
; ' .. ' . . 

at :the levels of development have been discussed by. many 

. economists .by· their theor1sat1on. According .to Will1amson}1) 

the· :regional disp.ar Lty may be there in the early , _ development 

but they will ultiiriately diminish and it is better to have 
regional balance at a high level obtained after a long period 
' . ., ·. 

()f regional imbalances than regional balance; at a low .level. 

In the· ·circular and Oumulative Baution ·Principles .Mtrdal <~) 

argued that· ' the tolay of forces in the market normally tends 

to increase, rather than to decrease, the inequalities. 

betvJeen ;regions '• Mar~et . fo~ces lead to the clustering ·or 

increasing teturns activitie~ ·ln certain areas of economy~ 
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Regardless of the initial location advantage (natural resources, 

transport facility etc.) this build-up becomes self sustaining 

because of increasing in,ternal and external economies at th~se· 

centres of agglorJeration. There are tw; kinds of effect: 

'sp~ead effect• {post:ttV'9) and ' bacltwash effect• (neg~t!.ve) 

· induced by the prospGrous areas which influence the rate of 

growth of lagging regions. ~ha spread effect includes for the 

primary prQduots of the lagging regions and diffusion of 

irmovation, :But those are outt-Jeighed by strong bacltwash effeqt-

partlcularly disequalibrat!ng flows of labours,capltal, 

goods and services from the poor regions to :rich regions and 
-. 

thus inhibits industrialisation and distort the pattorn of · 
. ' -~ 

production in tl'le poor regions • 
.... .. 

Th-e The6ry or .De1'elopmant Poles as ev:olved by Perronx <~.) 
Ls defived :tnductivoly from observatio~s of· the actual. process 

of economic·: development •. Based .on the observation and s~b~equent · 
- ~ . "·' " .· 

recognition: of the faot that ' development does not appeaz: 
. . . . ' . . 

. ' ·' 

everyl.i_~ere :; ~nd aJ.l .at once: it _appears in points on 
... . ' 

~ . ,• .. . '· . . . . 

developiJjopt :poles with variable intensities; it spreads along : ·. 

diverse o.hannels and has varying terminal effects for the -v1hole. . · ··--
' ·-~· . , __ ; ... .· . . . . ' :. : : ;, 

. o·r the· economy'. l?er:roux t·1as lead to consider development as 
., . - .. 

essen~lally· 'polarized ·in the sense· tbat forces inherent Ln the 
·,· .. 

deveiC>vment process. ·\<JOrlced .to•'\'Iards the c.lustering of. ~conomic 

actlvitLes and grOt-Jth to-\·1erds an imbalanoe bett<Ieeri industries 

and ~ograpbioal areas. 
. ' . ' 

·\:. 

'. ··: 
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. The Central Place Theories tvere develeped by Christaller<4> 
and Losch< 5) to explain the structure 'or spatial organisation. 

The Theories have been further developed by Beckmann(~) Von 

Boventer<7>and BerryS8> Through their finding spatial 

organisation becomes the identification qf the resulting spatial 

distribution Gf plants in production having different 

(a) transpo:rtation costs,· (b) demand functions and (c) possibi

lities of .exploiting ~conamies of scale. 

As localisation of industries emphasises on cost factor, 

demand and locat.ional inter-dependence~ Von .Thunen ( 9) argued 

that· localisation ·or industries in ce~tain regions is an 

important reason,for i'nter•regional differentials. According 

to Lampard·(~O) ·u·rbanisation is related with industrialisation • 

. Through industrialisation urban centres creat economies whicb : 

have a cumulative and.re-inforcing effect upon subsequent 

grow:tJh• R.P~·Mishra( 11 ) finds tllat spatial econOl!IY or·· India is 

marked with centralized concentration with a f.ew.metropolitan 

areas t-Ihich are exploitative in na.ture thz:ough disadvantages 

to the ·rural areas., 

3.1: Components of Per-Capital Income for Measurement of Disparity:. , \\· 

For the measurement of economic disparity methods have been 

offered by scholars llke Hanna (1959), Perloff (1971) and 

Auer (1971)• They mainly· consider. productivity in sectors as 

important explanatory factors for inter-regional differentials. 
. ';\. 

·, 

\~ 
•;,·,·· 



'The per.;..capita incomes- from different sectors are· linked wttb 

labour product.iyity in related sectors. The p·er-capita income 

for· a· reference perl:od ( one year) is ; · 

Value -of Output -·- • 
Tqtal number qf Population 

This measure can be specified wfth the consideration of 

differ~nt sectors ln th¢ economy. so, :th~ measurement is • 

· · Y' -· · \'l · t · wi • Yi 
T = T 1~1 w lir 

. ' . 

lo:• 

••••••• • . ( 3.1 ) 

' ,.·.: ! : 

Wi= Workers _in_ sector i (where 1=1, 2, •• n. ). 

Yi~ ·Nominal value of output in sector i. 

I1 ~Average productivity qf labour 
Wi in sector_!. 

This measurement can also be extended as : 

. ' . 

·y \;J _ ~- Hi • Ki ·y· J.. 
p = p t;1 l'l t=1I • Kt • • • • • • (3.2 ). 

Where, ·Ki = Amount of capital (nominal ~erm) 
iri sector .i ( wh~r~ 1=1,2, , •• n)~ 

The identity (3.2) shows that _the per-capita income is the 

function of total population in the area or economy, total main 

\ 
··.··.,. 

\ 

·~~ . 

\ 
,h 

: ~~ '\ 
'\. 

··-. 
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workers- from all sectors, the ratios' of workers in sectors to 

the _total, workers,· output capital ratios or aap:t.tal output· ra:tios 

o.f;' different. sectors. The main purpose- of this illustration 

is that through sampling if we can estimate independently the 

ratios vJhich are in right hand side in the identity (3.2), 

then we must have an estimated value of ~ • It is this very 

scientific way to estimate the per capita income in a region. 

Another purpose of this il·lustra tion is that we can identify 

the inter-industry disparity as \'lell as the disparity in same 

industry groups situated in different regions in terms of 

labour productivity, technology and capital output ratio. 

3.2: Attribute of a Region: 

For attribute of a region let us suppose that A and B are 

two regions< \.Zhich are very adjuo'ent but by geographical identity 

. they are separate· regions. Here the a·l?proach accepts t.Qe 

identification of a 'Region • t-Jhich emphasises on the facto·rs of 

homogeneity, nodality and administrative convenience for a 

planning region <1 2 ) A homogi;nGolis region bears dominant industry,· ··~ 
_specialised function, Per-capita income level, employmept 

lev.el etc. (13) A nodal region is homogeneous in that it combines . t 
areas dependent .1n some trade or functional sense or a specific 

centre. <14) Accordirig to N:algavkar. and Ghiara, Geographically, 

. it should be· a contigious units though it could be sub-divided·· 

· into plain, hilly track; coastal belt, lake area etc.(~ 5)The 

·people of the region should have cultural cohesiveness •. _ The 

/ 

\· 

\ 
\, 
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shoul:o: be separate unit .for data collection and analysis. The 

. region 'should hav.~. art. economic existence t.oJbich can be assessed 

from· ·stat:L"stical re.cords.· It should be under one administrative 

·agency~ There ·should be common appreciation of looa_l problems 

and commori .aspiratic;m and approaches to their sOlution. It 

shouid permit and .encourage competition but not rivalry on· 

apathy between the area and .the other. By this vJay Jl. and B 

have ·been identified as tllJO regions. Let us suppose that the:re 

!s an ins'J.gnificant tickle down process and absence of spill• 
. ' -

·over o The gap between lagging ltagiori and developed region 

goes· on widening and this generates the tension ·.vJhich may be 

st~ted to be three. 

a) historical growth base on ·natur~l. ad_vantages; 

b) non~unlforrri distribut_ion of natural· r'esources ·and 
' ' 

c) high concentration of recour.ces .• 

· . Following Nijkamp it is stated that regional disparities 

are .r.e.sult of' ·long .run developmen~ and not .. Of short-run 

cyclied fluctuation~. <16> 

3.3: Rate of Disparity: 

. For constructlon of rate of disparity .let us suppose that 

. the per-ca];>ita income of the ttoJO regions are uA· and· uB 

respectively. And the result is that uA>uB •. A,fter.a fetv years 

'for A and Bit is observed that per-capita incomes are at a 

':higher stage• supposing the result is uA > uB! From: this set 

·, -., 
·. ·, 

'-.'·',: 

\ ,, . 

·, \ 
'\ 
\ •' 

. ). 
L 

-,· 



of information the actual rate of' disparity in terms or. · 

per~ capita income· for· period t between r·egions is r. 

·It -can be presented in th~ following way: 

r = ----'(~· ~uA-·_' --.:::.UA~):..--_(~--_u_B_' ... __ u_B....,.)"--

(tf-uB) 

' 

< 1 + r ) ( uA- · uB > = uA '- uB • · 

_JJ.. __ JJ J11. B ..JJ t ~t~ 
u--~u-+ r ( u~~u ) = u-~ · .;. tJ-

._.·· .. (..Jl·.B, ·(~J..t_.-A) (--B•. -B). or,. r. u-:--u . ., = . u-- .... u-- - u- ... u...,.· 

or · r =· 
. . ' 

<uA'.;. u4> ... <if'*-uB). 
( .uA.- ,uB) 

. • ., • e e e e G C e e' e ( 3 ~ 3 ) • 

J 

If the. ra'te _O·f dtsparity is constant over the periods the 

·gap bet-vJeen the two t~egioris will be wider in terms o_f per-capita 

income. It leads to a dismal cqnception. If' r is zero or seems 

to be zero, the ·situation is not worseing at least. 

Now an expectation can be formed by ~he information· set 

· consists of C~:Pital output ratio, output-labour ratio,. capital 

labour ratio, worlters and ;population ·which are available for 

past and prese~t periOds.'Suppose r~ is the expected rate 

\ 
' 

. \ 
\. 



o£ ~:lisparlty for period ~ and rt is the aatual rat~ of 

dis?_arity_ ~or· the same period. Now, by adoptive: expectation 
. e . 

process for t~e formation of r through error adjustment, 

such that(14) 
. ' 

then 

.then 

an(l.i.f 

then 

i.e. 

rt •. re = k t " 

e e 
rt+1 >rt 

Where,_· 0 L b -'1· 

than the Seq~epces are that 

.. e 
rt+1 ~rt+1 •······· and so on. 

If this situation is running cater'is paribus the actual 

rate of disparity will be higher and higher vJhich will be ~ 

grave situation~ As ·because for next time expected as well 

as actu~l l'ate. of disparity t~ill be at rising trend•· The 

implication of this statemeri:t is that: 
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1.) The. capital output ratio for different sectors in region A 

will be lc:nver than that of region ~· It is result'tng the ·f~ct 

that.grow~h rate-of.output in region A :ls higher thau that of 
' . . . . . . 

region B. In this sense the marginal efficiency of capital is 

more in region A. 

2) Average productivity of labour for region A will be higher 

than that of region B. It means that the value added per labour 

·-will result the inequ~lity status. Higher return per labour 

will encourage add~tiqnal inve~tment ·in the sectors which · 

reflects the scope for employment opportunity. in region A~: 

3) .The capital labour ratio represents the technology of a 
. . :,•· 

sector or a unit. If the ratio differs for the same industry 

group be~ween · ttr~o. regionsf the explanation calls either for 

technology gap or for·under utilization of' capacity in regton 

B. In .this respect re~rton A is in· a better position _than the 

region B. · · 

4) ._ If' for, region A ·enierage p·roc~uctivity of! labour as well·. 

as. capttai-labour· ·r~tio a're more than those f'or B, 'then .'it 

is ciear to say that the un.der utilisation of capacity is 

existing in .the si~c~ors of ~eglon :a. The undet utilisation. 

or.' capacity may. be·. higher or lower in comparison to different 

sectors ( or indust_ry group· or ·units) in region ·B. .· 

. ' ; 

5) · · The concentration of .capital, output and employment will 

be higher in .region A, leaving B fQX' behind. It is resulting 

the further development of general crisis. 



6). The cot\]petitive un,its .from A "t-1111 push their product in 

the m~rk7ts -~f _ B. 'bY. th.e process of. na:rrov-1 ing the markets 

for. units in .B. The· . pro,c.ess will run to-wa.rds non•recipro

cit • .v • 

7) Unemployment_ and industrial sickness tvill be a serious 

vie'liJ in region B. 

8) Urban1sat1o'ri iri region A will be an expression of spread 

effect of industrialisation vJhere as unbanisation in region 

B t>Jill be the expression of the sevrity of agrarian crisis! 

Hence, forms of divergence (back-\rJash effect) will be 

accentuated in terms of rural crisis• 

9) 'Reverse transfer of technology i ( 1. e. immigratio·n of 

educated persons from - B to A ) t-rill be a common picture 

between regions. 

So_, the existence of rate of disparity is a very serious 

view betv1een, regions in any economy. 

3•4: The. Effipirlcal Result.s: 

We focus the above attention en- Hest Bengal where Northern 

five- districts -- Darjeeling; Jalpaiguri, Coochbehar, lrJest 

Dinaj-pur and ·1-'lalda ..; ... holds the identity of a region called i. 

North Berigal and the remaining part comprts·es of t\velve 

districts holds the regional name as South Bengal. The 

,~, 

' .-, 
> 



intra-industry disparity between these t\·Jo regions baa :been 

observed in Registered 1'1anufacturing sector vJith r0ference 

to- the· Census and l~on.;census factories. 

To make a statement about the cJ.?,.sparity bett<Jeen North and 

South in registered manufacturing sector a·· table ( No. 3.1) 

is drawn for censu~ factories from A.s.I. 1frame<17> Six 

different_lndustry gro~ps have been chosen through sampling 

to catch the dispa-rity· as· shown .Ln table. l.l"\or the industries 

the capital-output ratios of North Bengal are attvays ·more 

than'those of Soutb Bengal. On average for North Bengal one 

unit of capital P,roduces · th.r•ee units of output tvhere as for 

$outh one unit of capital prouuces six units of out·out, It· 

directs that grot.zth rate of output is higher ln South· Bengal than 

that of !~orth Bengal in· th~ referred lndustri'e.s~ . Average 

labour productivity ;Jnd cat>ital labourratio of South Bengal 

are always more than those of l~ortb Bengal. It is due. to the 

fact· chat t11e excess capacity lies in the factori&s of North 
. . 

Bengal.· ·Here na:rrO'toJ domestic market and limited infrastructure 

stand on the way of expansion of' qutp~t and· product tv tty •. 

Here the final disparity is refleeted in the per capita income 

enrned from diffGJ;<mt: l.ndustrles. so, in the ·census 

manufacturing -s_e{Jtor regional intrc::l•industry disparity is 

empirically evident; In non;..;census sector·f;rom the Friame; (1.B) 

we calculate another ,table (Ho. 3.2) and ,:find ·that 'there· 

also have the sa!lle trend o:r disparity bet<t11een regions. 
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Industry 
GJ."'OUP .. 
code.·* 

1 

270 <' 

' 

271 

27£>: 
. ' 

313:1 

973 

2o>.+;·-2~, ·-
•: " ... :. · .. ' 

·., 

. - . 

Table. : 3.1. 

The 'Disp1irities .i.n IH .. fferent Industry Groups of 
Census Sector of .Nort.h' J.ie~gal and South Bengal. 

;;'' 

·_ Capital output Ratio_:.( --Pt> . . ~: <-: < . . • ' _y i 
papital labour Ratio M Outp"!l~ labour Rat1.o WI 

I . . • ·. Wi 
--... . 

.. 

North Bengal South Berio:ai · North-Bengal South Bene:al North Bengal south Bengal 
2 3 . - 4-: - 5 6· 7. --

' . '·. 
'. 

0~-64· 0~02 - 17089 .. _98 . ' 3.83630.100 - 10935.617' . 7672 • .60? 

o.6o o.oa 
; ' 

... 19389~ 59'7 233930•920 11'633·•1'58 18714:.47~ ' ' 
'•, 

' ' 5~3~~:l~16 J o.o.s o.o6 13039.073 418•505 782.344 
' ·•''1',. 

0.10 0~30 35038~·:?56 71223.341' 
. ' 

3508.836 21367.000 
,. ' 

' . ' ' 

o.5o q.,tl{) 47002. 7lt9· 48477•736 23501.374. ' ; .. 19391. 094 
.. 

' ,. ' ' ' 

o~2o 0.10 ' 38922~524':. '4o752.200 . ' 7784··500 ·. ' 4075'-220 
- ' - -- _I_._ -- -----·= I .. , . ·, - ~ - - - ----

'· C :Contd. ,.: •• 2 ) 

,. 

-
I 

::;'·: 

"' 0\ 



Table : ·3.1 • e • • • .• (eontd ••.• 2) 

··: 
·=,:J 

pt~ \'.·Total. viorke~ of particu:La~<indtist~y····~'vil' 
• J /. Total 't-JOrkers of all main industry . - t>J. 

. 1:· 
·.:·' 

··-~·"'· ~-

· :~ ·:J. · -• • Uortb ·Benga-l· south-Bengal · .. [!' 

. •'· 

s· ···9··· 
·/ ... 

0 •. 00013· 
';';'. 

'·! . ,:_:; '. ,, / 
.. 0~00003 

o.oooo·7 o.oooo1·9 

0.00005' O.a0()003 

. 
,.r_"_ .. .,.. 
,. :. r r 

Oe00007· . o.ooo6 
'I , I 

0.000164 o.oao325 

o.ooo12 0 .. 00014 
I . • 

. \', 

~ 

TotaL workers· of all ·main industry = J! 
Total population of th~ region = P 

north Bengal South Bengal 

10 1,it::_ 

0.23 0~29 

0;.2~ 0•29 

0~23 o.29 

0.23' 0•29 

Oi.23 0.29. 

0.23 0~29 

·- ..... ;- .-· ... · 

per capita 
income (:i,;n Rs~) . 
by identi~y 
No• ·3-.1 abet · 

] ,3-~2 • 

·t~orth., Soti.tli·· .• 
Bengal -Bengal· 

',. ' . 

12• 1_3 i 

·····--. 

o-.51 3.34 

o-.31 · I 1:.29 

o.o6 I o.-~f1 

0•56 12.39. 

1•77 . I 4•57 

1.07 · I 1o.65 

'-!). 

"-:1 



source :-. Data calcul,ated rr.om '1977~78 A.s.I F~ME. (CEHSUS) 

Govt·o. of India (Frame used from 1977-78 to 1985,;,.86). 

* Industry Code. 

........ 

270 •- Manufacture :of Plyt-Jood; . Veener ·.and t.l1e1r, preducts. 

271 . -- Manufacture .of Sawing,. Planning 111ood (other than Plywood). · 

276 ·. -- Hanufacture of wood furniture and fixtures. 

· 3t3:l •- .tvlanufacture of Drugs and ~1edicins..o-

973 •- Repaar of r-1otor Vehicles.·· 

204• 2 • :fiice Mill~ng •. 

.... 

. ? 

,· 

'\0 •. 
()) 
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The serious vleu of disparity in the Non-census- sector 

is observed by the same model in the fol:i.Ot-ling table 3-.2. 

Table : 3•2~ 

.The Disparttles·lo Different Industry Groups of Non
cen~us Sector of l~ortll Bengal and South Bengal 

. 
_Industry , _ Capital output r:a tio ( ·~f) . YI CapJ.tal labour Rat~o K.t Out put labour Ratio ( ~> wr Group . . . ' v-Ji 

Code * North Bengal_ So~th Bengal north Bengal -South Bengal North Bengal South Bengal 

1 2 . ' _3_ lt· ' 5: 6 7 

204.1 :· 0.1'280084 0.~2827194 
.. .. 

' ' . . 
531663.93 3194147.24 680 57 .1.~}.~9 4o971•·94 

. 205. .. O.t09935? 0~0734803 41_727.50 . )q~£576. 138 ' . 4145-92 4017 .. 62 -
270 ; . 0. 4574963 o. 22lt-3lt97 32963.28 58889.71 15080.577 

' . ·' 
13211.89 

--~- ~71 0.4077451 1.694634·7 13927·95 47289•21- 5679.053 80137·94. - '' 

353.4 0.2129037 . 0._195532. 18~1·9.85 45930.574 .. . . 3921~q5, 1074o.696 
. . ' . . ~- . . ' -----. -. ·',!, ·• . 

.. 359-9. 0.3460458 0.3650245 17015"·35 . 39187.*5888,091 14304.53 

973 0.2133282 . 0.2l"32948 33043.93. ; . 50415.31"3· .. · 7049.20 1226$.78 
'--· 

.. 
----- --- - - ---- ------------------~---

· (CoQtdeo ••• 2) 

I 

I . I 

I 
I 
I 

: 
·- ;I 

I 

' 

l 

·'-!) 
'-0 
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Table : 3.2 (cant d ••••• -~ .. 2) 

... 

Total Worke~of particular Industr~~ ·~ 
Total Horkers q:f all main :tndustry · 

Total workers of ·all main industri _ ~ 
To~al popu.lation or the region - P 

..... .. 

'' 
No~th Bengal South· Benga 1: North Bengal .south Bengal 

I ~ • ' ·' . 

8 g 10 11 

o.oooooa . . .. 
0.00003 . . . . 0.23 . 

... . . 
·o~29 

0.000008 o.oooo6 0.23 0 .. 29 
··"' .... 

. ....... 
I ·o •. oooo5 .· 0.00007 0.23 0.29 

' ' .• , . 
. . 

0.00006' o •. oooo4 0.23 .. o.29 

.. 
o.oooo4 o.,29 o.oooo2 .. •. :.0.23.' . . . . . . 

o.oooo3 I o.oooos .0.23 .. 0.29 

"'0···0.0005 0.00008 I. 0.23 0.29 
.. ,.,. 

"''"'· ..... 1 ....... ~----"' .. 
-

., . 

.. ,, ' ' . 

Per c'apita 
lncome (in Rs • .) 
by identity no • 
3.·1 and 3.2. 

Nort!i South 
Bengal . Bengal. 

. 12. 1:'1' 

0.98' . 2 .• 78 
' . . " 

0~08 0.95 

0.38 1.20 

o.t9. . 0·55 

0·17 0.32 

0~'12 Oe91 

O.o38 1.17 

•;' 

I 
-to 
0 
0 



. ·:~·· . .,..._, 

Source:- Data calculated from 1977-78 Jr. S I RRA:t-1E OWN-CENSUS}, 
Govt~ of India• (Frame_ used frE>m 1977•78 to 1985•86 ) 

*Ind~stry-code:-

204.1 •-- Flour 1-iilllng ( __ bY: power Machineh 

205 .Hanufacture of bakery products-. 

270 ----- Manufacture of· Plyt<~ood. and Veener and their praducts. 

271 ---- Manufacture of' sawing planning of riood' (other than Plywood}. 

353.4 ---- Manufaeture o:f l'ea · 1-ieehinary-. 

359.9 ri.Ta_pufacture of I.fu~hinery n. e. c.· and parts-. 

973 ---- Repear .Of l'10tor vehicles. 

.\·., 

• ·a 
~ 
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The above study moyes to the proception about rate of . 

d'isparlty bettieen re.gi.ons. in te:rms of per•capita inc:T:ne. 

If the, task. 'extends to time series observations t>Jh:tch will 

enumerate Y ·(difference of per-capita income in each industry 

between regions)·, then flt:tng a straight_ line by least 

squire method will confirm the rate of disparityP9) For 

convenience, "t-le consider the ·per-capita income earned .in 
. . . I . 

, I 

Registered Manufacturing Sector,. of both regions for the 

period from .1980•81 to 1985..;86~ 

) .·· .... ·! .. \· 

~~ '!" 

· ·' ;:: · ' "pEa.;. CAPITA INQOl-iE: .BY REGIST llli.l.~ri,· MP..NtTJ.i'ACTtJB.ING 

· ~· · :, _:·,'S.t~CTOR IN NORTE · BmmAI,· AND ·souTH BENGAL. · · 
' ·:' .' \-\ . . . . ~ .. ·; .. ;> 

l. :, . ·, -· • .. :·,: '., 

Y,ea;r. · 
:d'tj .'-
'··1;. 

... 

, __ ... 
. ·. 

1 ~ae~·e1 
,', "!, 

t ' • 

198?o.i$3 

Per• capita 
. Income south 
·.Bengal. 
. (RS~) . 

315 •. 6~>. 
.... , ' : ; ' ... ~ .. 

. ; ,, 

1-98~85. . 296. 10 . · .. 

337•04 : 

Per-ci:q;>ita 
Inc·ome Uorth · 
·Bengal.· · 
(Bs ) •.. 

3 

Difference of 
per~ capita 
Income (Y). · (Rs).. . .. .. , ... 

256•59 

291• 43 

sources~ (1) Data calculated 'from t Statistical As tract* · 
tllest· ·Bengal, 1978•1989 (combln.ed)j Bureaue ••. · 
of J\.ppiied Economics. and statistics. Govt. ·• 

(2) 
of tjest Bengal, Table 17.,5, P• 476-481. 
Census .;;. 1981• 1991. 
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From this arrangement the simple rate of disparity by 

identity (3•3) is 179~ aproximately~ But. for a refine result 

we set a stra~ght l~ne as, 

y = 246.7 + 8.3 t 

And the rate of disparity is confirmed at 8.3. 

The result for remaining part of the model.is very difficult 

as the way of keeping long time-series data in different forms 

are not available. 

so, the regional intra•industry disparity in Registered 

Manufacturing sector of \>Jest Beng·al is a crisis process so far 

as the rate of disparity is concerned. A very interesting idea 

evolves round a fact that in almost all industries of North 

Bengal, there lies more excess capacity as far as the capital 

output ratio, labour value added ratio and capital labour 

ratio are compared w.ith those of South Bengal~ The things 

have now come to such a pass that in North Bengal poor 

performance in industrial activity i.s a nagging problem. It 

stands as an agent of entre barrier against net-J f~rms to 

meep the area less industrialise. This postulate has 

enouraged our deep driving desire for a new chapter .through 

. 1:1hich productive efficiency and excess capacity has been 

traced•, 



·'·' 
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CHAPTER - IV. 

THE PROBLEM OF EXCESS."CAPACITY IIi WillST BENGAL 

- A STuDY . OF . PRODUCTION lrUNCTION .AND 

NJERAGE PHODUCTIVITY. 

''·J .•. 

":. 

----------7.:-



CHAPTER - !V. 

()per{)ting an industrial entcr·~n·ise on full cspe.city 

asplreg aft;.-;r tllcoroticr:;.l phenomenon and precttcally 'dhat 

the opc:lr~ttitH'i docs, ts a dral-I .. bacl~ f.rom the iaaaJ: capacity. 

~o, . every industrtal ontcrpt·i.se is subject to bear m~.>re or 

lies W:-l excess c<:~pacity. /1-s i"or an entrepreneur dGgl"eo of 

monopoly rises the use o:t this lyinr£ capuc1.ty becomes 

•.rolit!.on::tl, haocd on the principle that letting deroand 

co:-!dltion on mar~wt the determination ot• out;pul:; and price 

ar~ rt::latige, l~:xcess cvpacli.ty •"';or·ks as a barrier t.o entry 

in en lndustrv ond £:r·u:::t:c~t~s the growth of net-J units in· the 
''"""" industry.\ l) Pashigian briefly alludes to tba possibility 

that excess capacity may bo usBd by ostablishad ftrms to 



forestall entry by threatening to lower pr1.ce and use such 

excess capacity to increase output if an entrant should 

appear. (2 ) 
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4.1; Returns to Scale and Productivity as a Measure of gxcess Capacity. 

In our assignment we are interested to iduntifr the regional 

variation of excess capacity in the same industry group rather 

than the estimation of excess capacity in an industry or 

industi'ial unit. Here vle call excess~, capactty tn terms of 

'Poor Per-formance'. As e~u~lier 1:1e bad mentioned that operating 

an industrial ente.:t .. prise considerably below copacity - on.e 

or t\·m shifts v;hen three would be more economic or without 

great eoncern for cost oon-t;rol or efficiency or, v7lthout any 

conccr·n regarding average prodv.ct.!.Yi ty of lal10l,A.:r - !.s an 

evidr;mce of excess cGpacl ty. '.!?here is a Vc)st difference bet.,;een 

this Id.nd of operation p.nd full capacit7 pr-oducti6tl at; high 

eff.tci.ency. Usually· it amounts to t.he dJ .. fferen(!e bet,.men 

subntantln,l losses and high profits., Ne deserve that a greater 

e.xc0ss capacity in an :tndustr-y of a region conr~)atc.~ to tlu'lt of 

an«Jthet' is observed '\tJhen a hi.gher returns co scale ls accompanied 

with a lm .. wr average pl'oduct. (3)For this 1>1c usr~ the production 

function, parameters e.g., returns to scale and technLcal 

efficioncy to identify the problem of excess capacity of a plant 

or an industry. 
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4.2: Studies or Returns to scale1 

In earlter \>JOfi\:s more often, tho Cobb-Douglas production 

function ( 4>had becc>me handy for testing the economies of 

sce1le. Through this function Dutta (5') (1955) found evidence in 

favour of constant returns to scale for Indian Nanufacturing 

on the basis of cross section data for 1946-lt?. ~iurti and 

8astry(1957)(6) estimated Cobb•Douglas production function 

\·11th cross .section data for the industrial sector as a whole, 

as \<Jell as for the same groups of industries for the years 

1951 and 1952. Dutu used was of 320 firms of 28 manufacturing 

indust:ries. The tl.rvothesis is that the sum of elastic:tt:tes of 

output with respGl"!t to labour and capital might differ from 

unity was rejected' indicating constant returns to scale 

·at o~o1 level of significance for ee1ch indu.stJ:•y groupi except 

f·or J·ute 1'ext.iles. Production function estimated for total . 

industry indi~atect tbe constant returns to scale 'as t11e sum of 

ttvo· ·elasticities vJas not statistically different fr0m 

unity • 

.Dut.ta ltlajumder (1966) (7) arrived at the constant returns 

to sce.le of industry, on the basis .of ~ time series study for 

.the period 1951 to 1961 .. Aggregate study of Dadi and Hashim 

( 1.~71) (B) also. found evtdence of constant :returns to scale 

in Indian lndustri~s. Narasimham and Fabracy (1974)(9) gave 

estimates of returns ·to scale for 28 Indian 'industries for the 

period 19lt6 to 1958 and shotved constant returns to scale in 

all 28 Indian industrles individually and. together. 
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Many studies had brought out increasing returns to scale. 

Yeong Her Yeh (1966)(10) used different specifications of 

Cobb-Dougl~s production function and showed that Indian 

industries to-gether enjoyed large economies of scale. His 

study covered the pc::riod, 1953~58 ~nd inf\~!'l'e<i increasing -

returns to scale. Diwan (1967)( 11 )also producedsupporting 

evidence of' increasing retuz•ns to scale for 1953--58• Banerjee 

(1971)( 12 )in "-,his study of Indian industries together for 

the per-iod.,1946-1958 observed the evidence of increastng 

returns to scale in estimation of Cobb~Douglas produ~tion 

funation. The estimation of returns to scale for 28 individual 

industries by Narasimham and l~abracy ( 1974) also showed 

cons_iderable vari~d;ion bet""eeo d.lfferent industries. 

Subramaniyan ( t980)(13)conducted an intorst.ete producti.on. 

function study alol' Indian Sugar Inclustry and found evidence 

of increasing·returns to scale in all India and Tamil Nadu 

and consta.nt returns to scale tn Bihar.., r-iaharastra, Uttar Pradesh& 

Andhra Pradesh on the basis of estimation of Cobb-Douglas 

production function for 1953 to 1969• But main defect or.· 

Cobb-Douglas estimation is that it assumes elasticity of 

substitution as unity and perfect competition in input and 

output ma1ket. 

fhe Constant Elasticity· or Substitution (C.E.s.) 

production function brought a new type of estimation for 

knowing about productive efflciencyo Arrow, Cbenery, Mih.has 

"\ 

\-··:_. ,, 

and Solo\'1 sho\.r the use qf CES in making international- comparison .. 
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r d ti it rf• • ·. ( 14) f:' 1 l I b o pro uc · v 1 e LCLency. oevera wor~s uave een done on 

estimation of CES for Indian Industries. Diwan and Gujarati 

(1968),.(~5) by CES, found the high economies of scale dufing 

the period t964-196a. Sanl~:ar (1970 ) <16)also found evidence 

of economies of scale on estimating the CES for 15 industries 

together covering the period. 1'953-1958. Similarly increasing 

returns to SC;~1le was observed by Sakong and ~rarasimham (1974 ).; 

This survey on production function studies of Indian 

industries is taken up in cletaili;;i b0cause v:;e are interested 

to provide a specific guideline for our research studies. 

Since the original form of CES production function carries 

some defects as to estlmate retul'ns to scale and restrictive 

assu..ml)iiion of perfect competition, ':10 take the superior 

K •menta approxination of CES production functic)n ( 17) necdfuly 

in our estimation• 

4.3: The 1-1 K•menta l~pproxlmatioh: 

J o K'menta suggests an approximation to ·the C~ production 

function in slightly differ·ent f(l)rrn as 

- 5 
-P p '!i'll 

) K + o L .. J p ... .,. .. (4.1) 

\'Jhere, 

<~ 1~.. = role of technical parameters, 

iP = substitution parameter~ 

0 "2:. ... 1 



· R = Heturns to so~ le. 

· .· L = labour 

or, 

- p • =A • L 

.. 

0 8 

- "' . ('! 

and t&king logarithims, gives 
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1. 
) 

. -·!! 
. K ... p . P 
> < R) + aJ 

> 

log <f> = log A + (H-1) log·+ ~,,! log l-1 - s ) <f> ... P,+ 6 J 

\ -~~> .-
··,'.,~<--· 



:: .,-

)I ,• "• '• 

·.· 
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The expression f( 5o· ) cari ·:pe approximated by the use of 

Taylor's expansion, 

2 
. . . '. p u 

f( ,o .> = f( o ) + pr ( o ) + 21 r (o) + • • • • • ••••• 

In the above form 

,. ·~· 

. . ~: .... > 

f( l:J > = 'log L . < ·1 

f ( o) ~ log L- 1 .. - 5 + .. o J = log 1 :::· o . 

t' ( p ) = 
1 X ( ·1 ":' o ) '(~)- ,0 • .log (~) X ( -1 ) 

<- 1 - ~ ) < E >- P + o L 
;.., 
~~: . 

·· .. · ... ··,·· 

. .· ~·: 

or, r'(o) -· 

- ( 1 -~ S )'log ( f ) 
-1· .;;.··.a·+ :-a 

f. 

not-J' 
.:.( 1 •.6 ) ( .K )- p• log ( ! ) I L 

r'(/.J ) --
r·P 8+ ( 1 8 ) ( K - L 

L- X .. Slnce for a ,. we 
have ax log a_7 

.·. 
--

.·:\ 

···~ 
\ ·, .· . 

'·. 
'lo ·--:- . 

·':~{:-
. ., ~-



. -. (' 1 "" 6 ) log , (- .K ) :, .. ·.· . L . 

IJ + . 
' ;o 

,. 
• ' \ ' ' < ' ' .·~ ' 

. . . 

( 1 ... ~ ) 

(. f ) ,0 

= • < 1 . ..; :a ) log ( f 1 • 

= a < .1 
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·, '-·. 

j i . 

1 
: . ):.) 

b<·f.··) .+ ( '1- 5) 
. ., -

d ·:· 



j, 

;· 
.: 

:.· 

' , 

i. 

1: 

'. 
.: •• • •• J 

i, 

'" 

115 

Since, log <t> = log A + fR - 1) log L - ~ t ( p ) • 

The expression made to 
. '- ·. 1\2 

log A + (R • 
. . R . ,_ 

1 )log:·:·L-,o L1<o>+ pr•<o>+ 21 t''<o)J 

· = }.og A +(R ... 1) log L-~ L-o- ,o(1 - o) lo-g (K/1 ) 

fJ2 
+ 2: • o ( f - : a ) t log • ( f ) 1 2:7 

Hence,·. 

log~f)=log A +(R-1) log L + R(1 .. 6) log( f ) 

' 2 
Clog (f) J · •••••• 4.2 

It is l~nea:r exJ.jression of the production function. Thus, 

nonlinear production functionturns· into linear production 

function. If \'Je have the informations about V, L and K \~e 

find the fo:lloltling: 

v log ( 1- ) 
f---:"---"'1--' 

I 

log -L log ( ~ ) 
L 

I 
Clog t K/L )j

2 
)• 

d 1: a b 0 
I 

I· .. 
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, v 
Now, 1.£' l<Te regre.sE;J log(L ) on log (L), log <f>. and 

2. . 
L-log ( ~>J '" \IJ.e find the aqua tion 4. 2 ~ This procedure will 

help to .. f+n.d all the parameters of function~ Th~ advantage 
_. ·· . . ·:-.'.'•.": 

of. this estimation is that without the assumption of perfect 

competition; parameters are determined and henceforward the 
··. 

returns···to·· :~scale. If' the function 1.~ Cobb~Douglas ~hen th~ 
j :; . i ' : : . ; ''2 ; . 

· . .,."estimated ·colefficient~ ·or L~· l?g <f>J ·should not be 
, .... : ., . • ! 

:~igntric~nfir diff~rent'. tr6~ Zero~ If this: co-·efficierit 1~ 
.-.: ..... ,.. .•• _., ... , "··'' •• '·,_ ....... '' .... ,, . ·.t• ', ••••••• -, ...... . ' . .. ~ . ~~ 

:significantly different from Zero the Cobb~Douglas form is .'·'. 

rejected. Bl.l.t since the approximation to the. C.$8 .. r.equ~,re~, .;0 
·' '•; . , ' \, , ' 'I.,: ''\: j ,.\• 

.... . . :-'·. 

·,_· .. ,,.-·· 

'.· ·{' ,.· ; .. , 
.. to o'e'• clos'e'! to ~zero' the 'appr.oximation. i:s ~valid·.· I ' ~ I, ' r ,,~ : • • ', '. : :; 

I, :I·. : ; '··.)' !1r.',''·;' 'i: ,·. ~.·.,·' 

' r • • 

4. t1- ;) :~li~: ·:~~Gi~·~i··:Ev·ici~~6·~: 'hr. Returns "t~ sc~ie~' .·~ : .. · · ., , 

}~e study this estimation for West Bengal wherein we 
A~.:.>·~.'>· ":)"I' I ••• ~ • I''' 

.: ,:;.,;ca:rry out. c·~rnparison of :~xc~ss capa~ity ·between North Bengal 
~.·- . 1 •• 

,:" ::'' .. , 
- · arid :,south BE;!ngal for. the same industry groups. Three groups 

···':"···' ,, •.••••.•.• · .... ·: •••... r •. ••• :.' _ 1 ••• '. ··::-··: (: ·~·. ', '· : • .~ ••••• '. ,·,:.~.· 

·~' ~ \ ~-. ~ ~ . ~ ~-

·· of, industries in Non-census sector have been chosen· ·as 

}'.:··:sample to catch the whole literature .in. this. respect. w~ 

. us~·the dat~ froin ~985- 86 A.s.I. Returns<1a) (Non-census) 
~-' 

·.:··· .··. 
·:·1',··.:;-··: 
'·.·., .: 

.. and ,f1nd .. the, following, results:-. 
. . -· ' . . . . •. ~ 

··.· 

··.- .. ·. 

(:1) · ,K'tnenit·a Approxlmatioi.t 'to· the GES' fo·r 'the· ·Industry Group 

• l ,,, 



log(v/ 1 ) = ~-894.29 + 10. 7'79 log L + 197·'74 log (K/ L ) 

2 
+ 11 .1 00 C log ( K I L ) J 

(1•8895 ) : 

t (-6.2752 ) (3.6150 ) (5~ 9672 ) · ·(~5.B744l 

(Good· fitness) (statistically) (A.C. negligible 

.as the d~ta are 
cross section). 

Here log A = ~ 894.29 

Hence A = .• 1950E-0894 

R- 1 = .b 

R - 1 = 10•779 

:a =. 11 i 779 

R (1 - .~) = c 

Since, 

a·= -894.29 

·. b = 10.779 

·c = 197.74 

d ·= -11.100 

or, 11.779 ( 1 ~ 8 ) = 197.74 
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Since-· 
' ,··' . ,, 

R P 5 ( 1 ... ., ) 
= 1-1.too - d• -

2 

p = Oo0071112 

By this the original funct~on is, 

11•'229 

' . '· .. 

(g) K;;1menta approxiJ!l~~ion to the C-_E.S. fo~ indu~try Group_ 

205 under: Sou.th Bengal is. 
I,' j 
' ' . 

1os<f ) ·= .o..1 ~82'3 '+ o~;ao5 log L +. 1.a44~ log (K/L ) ; : 

+ o.o))429 t" log' (K/
1

) ..J2
. 

,: . 

s.E. .( 1:altl+'78 ·) · (0•3472 ) (0.~196) 

t20 < 1.260'7 ) ' .('1.6719 ) ' (3,,479) 

,. (0.03.5,568) .· 

( ;..1•5584) 
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By.the above procedure the original function is; 

(3) K'menta' approximation to the· CES for the industpy group 

35.3• 4 under North· Bengal 1s: 

log(1/L .) = ,~8713 +' 3.1768 log L ~ 1e7182 log(K/L) 

... o.·o:a·a473 Clog(K/L) J
2 

SeE (0~9773· ') (0.9822) ( Oe7469 ) ( O~O,lt¢'78 ) 

t• (6.0078) (3.2343) (•3·1.419 ) ( 0·7036 ) 

v ~ 743500 l-. < 1.·.:..,. 1 .;411]67~ )K •0•·0~1·7o1 

. - 4..1768 .· 
+ 1•4113Q7, L •o•03170302J · O.o031701 
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(4) -K~roenta. approx41Uat1on to the CES for :f:ndustry Group 
· .. ; ;·,·-· ,, 

3?:3-~4 under .. south B_angal :Ls: 
. '. ~ 

.,,_ ., 

log(v/L) ='$.9229 + 0.2367 log L -0.7398 log(K/1 l 

- 2 
- o.o6430'7 L log(K/1 >J 

:r 
~.: 

s,_E-- ( 1~6524 ·:) . ( (l.$785' ) . (0.5033 ) . (O.o5a4a6 ) 

tY. . '(\. 3'· ~a~j '.) " (0~ 4o92 . ) . ( -1· ~ 4699•) . : (1 •. 0995 ) 
·,I· 

-~ · .. D · .= 1.0316 

. ''i 

' f ', 

From the apove form the 'original· _function .is' · 
. , . , ! ' ' . . . I 

v = sJ?3oo- C'< -~. • · 1.5'982049. )K 0 • 10877a~·:, 
. . . . . ' . 1· 2367· . 

·. ,, ' .•·, ,·. -+: 1-.. ,982049 L.
0•1087781J ·o:1os77 

(5) K'~enta approximation to the .CES,ror tpe industry groop 

204,1 under North Bengal is: · 
: i, ·,I I ' ' , . , 

1og(v/L)= o.3419 ~ .9926 log 1 +·1.3470log(K/1.> 

+ o.o34313 L-· log (K/1 '> J
2 

S.E ( 9.3449 ) ( 0~ 1180 ) (3··9835 ) (0. 4261 ) 

t· '{ o • .-o365B5) · ( •8.4153) (0.3382. > <-o.oao523) · 

a2 = o.'996291f3 - Fj, 1 = a9.55a a.-v1 = , .241o 

-.... 
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~he original function is : 

v ~ 2.·:-~.98 L-<' 1' + 0:.8202702 ) K -o.o621'103 

. .· ' ... . o.z4 I 

.. 0 • 8?0~702 1 •O. 06211 ~3J o. o6211 o~ · 

'· ·~ ··:- . .- "'·'·· 

(6)- KJmenta approximation to tbe· CES for the industry group 
I . . 

· 204,. 1. unde-r f?outh Bengal is c 

l.os <v~.; '* h 943ll + o·.a57a J.og L + 0'.28~a ·los (K/ Ll 
. ~ . 

. : ~ 
' 't~·} 

' -~· 

. . 2 
• o.oot62J9.· L-log(K/y) J . .. 

:S,E• --~!< 411'72~3 l ,(9jl2?61 ) ( 2.1686) ( 0•2490 )_ 

. ; ~ 

.. t* .. _~;.<o.··4t1o· > 
,· ,. ' '· ·. ·.~ . , . . . 

~ -:':-., 
t: · .. :.J 

- ~~ f: 
I • .·r;-: .. 

. ,, 

; ,. ' . : ' . ., _!,

' 
t .:;I . 

- '·' 

' .'-
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From the above analysis a table can ·be· formed by returns 

to scale with corresponding average productivity of labour in 

each industry group ·for bQth regions. The table shotrs that . . . . . . ' . 

mQre excess capacity is existing.i.n·the industries of North 
• ! ' 

Bengal. However, there \.ZOUld.bave been·oetter results if' 
' , . 

Coclirarie-Orcutt method would he f'ollGJwed for ·the data. 
. ' 

The: i~d~st~~-group 20~•1 s~ffers from decreasing retu~ns 
.to sca.le which stands· as· barrier to ne\'1 entrants. By role 
. -· . 

of· t~~hnical parameter~· the Southern··industries ·are more 
' • £ ~; ' ' • ' • , ' e • 

ef.fic!ent than thOse,, of Northern and it 'p~oves a regional 
•.. ,,· 

intra.-:industry dispa.rity in te~S ~f exce.~s· cap~ctty., 
' . ..... 

I , ' " " ': ~ ' ' ·'" 

Table ' 4~1. · · 

Excess Capacity in Different Industry 
Groups in.North Bengal and South·Bengal. 

Indust~Y >::Ret~rns to sca.~e .· ;A.:_er~age product , ·. Technical 
Gr~:mp · · · .; . · · · · · ·· .··. · . .of ·labour in: (Rs) .:· :Effic.ienqy _ 

• • ': •• : ' > ' ~ • • • • • •• • ' 

... . . 

. . North 
·. ;!(,'Bengal .. ., .. _.... . . 

South . North 
Beng~l • . . l3engal ... 

South: . 
Bengal·· 

- North 
·Bengal 

)Ol.lth 
·3engal 

. ~ . ~ . : 4 ' 5' 6 ...... , .. 
./ ... ·:··.:·· 

.· (' 

20,_ ;0·,;-,_.: .. ·~;.1.,77.9 1.580~1.: ).JQ3,438~-~7 161663.~~ .1950&-0894~ .q:6,~.§~ 

~· :· 

204.,1 . : o.74. · 1. 85'-'78 . 8'1~'76 i 

/. ' 

'* Average produ~:t c~:loulated from the A.-s.·I•· R~tU.rbs·, 
(Non-census) ... for. 198,~86• 

, .... · 

. ··,' 
r! 

.. 
'· . .., ,· 
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__ In North Bengal i'Or industry group 205 under Non•census 

sector faw units are_ producing som_e commo_n types_ of yeast 
... ' .. 

bread as wheat p_read, rye bread and biscuits._ 'lhe products 

have limited locai O.emand for whL~h the units use- their 
. . 

capacitY: as aoeortH.ngly. A t:e~J units like -_GleQary at 
• •' ' • • 1 

Darjeeling,- .I.i'erazzines Bakery at S11tgur1 and JEOIJ & Co.: 
' 

at Jalpa:Lguri produoe v-ariety of _produc_ts ,.,hi.ch have good 
.,1 •· ' ' . ' 

. ' ' 

. consume~s is_ to _se.lectt a gQod quality or ·items, the local --
. ' - . . . . : . . : ' :". ~ . 

, _ -_products are, inferr.1or to ti1ose ;:or outside. In the; town 
' . . . '~ ~ . ' . . . ' . . 

- -- \~ a-r,eas of .. Norti;l ~. la~ge pet'"eent ·ot people is. quality oonso1ous: · --
' .: ' ··:· ' . . . .· ' . . 

about ·.:the ·bakery products and -they do not use. the local . ' ',. . '' ·. ' . 

. product-s, instead of thi3se they use the quolit~ ·from outside. 
'· ' 

.By_ ~hi~· ·local: units ~o~se soma portion of thoir · marl~et and • · -

' inmce a' sttkyness o£ demand for \)heir product is ob~~rv.ed• _· 
: . . ' . . ·. . . -: . . ' . . . . ' . ~ . 

- .. ~For th.e J.ndustry the . units Ln the soutb produce .not only .. '.: ~ .·: 
' I ' '. •• t,i\:,: : ,' ." ': ,·, .' ·,··'<'~.:• •< • _. ~ •: • ... , •: • .,: ''~,~~~):'::'.>·~ 
:quality, but also va!'iety or- bakery products ·Of which biscult.s·. 
. . . ·, '. . ., . ' • • ' ·,· l . 

j :·.,' •· 

. ~re getting larg.e m~rkf3t "at outside the reglon.· 'In· Calcutla>: :· ,_._ 

. a~ea" ~st, J:ndia Eal~ery, santosh · Bi~o~citJ.s, ·l"ar1nn1 conti~e.ht~'t - >~~ 
.~kel'~• · ·rrince :sak~ry~· :~iet1- E~by .B.1scuLt~- Co. stand~~d ~i;~~its :; ,:/::: 

. ' . . . . . . '~ .. ; .. 

-. - and Solar Bakqry ar;td oOnfaationerv ar~ _ m~d.nt~ln.ing. the _, -· -· '"~ · ·_ , :--,--
• . .. ' : . I '. . ~ . . ' :' ,. ' . . . . ' .. . . . r •,. . :" .. ' ' ·, .' .. . . . ; : ·: ' I I . . .... • ' .. . ; . :· ·, _:,,:. ; .. ·~ ,· ." • . . ~ ~ • 

. viirie~y-ot products •. Tbe qualitY proauots·are·matot·a·intng·'J:>y:-_: ·--

Sencio ;<~' 'Bake;y ·- at, HG>Ogl:ily '.and PaJ?amol . .Ult ; -l,'ra(lors. at -Durgt1-~tif:.~\' .•. 
_ Here many .big -units in :census soc tor produce var.iqus .d.Leta_ri -

. . bteadsaod quick ·-breads which get a ~ood market s~are ·6utsf~c-
• ' j • • •• { -~ • • • 

the stet~·i·~tieJcapacit.V utilization of these units are li.nk~d: 
HLth ia~"ge market spat. · . / 
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For the industry group 204. i the flour mills in the northern 

region are· ruru:ling with hardship as the big market portion for 

their produots is at outside where supply comes mostly from · 
' . 

other thari the northern region:. A good quality_ of' input for 

output is not aba1lab_le in the area where factories are 
. . 

dependent on the imported wheat~~ Shortage or working capital, 

a common problem of the units, takes them tQ senile decay .or 
activity although the units are not so old. We see same type 
- ; . 

of problem in the units ltke National Flour Mill on Burdwan · 

Road, S:i.11guri. Flour Mill and Northern Flour Mill on Sevoke 

Road. The iosses in other units bring them to statemate. But 
\ ' ' . 

under South mainly in CalcUtta area many units are running 

on normal condition. These are Mahabir Flour lvlill; New India 

Flour Mill5 Biswana_th SWadesbi Mill etc. The mills· of ·Ghusur1 

area at Hq\lrrab as Food Products Qorporation, Bangabashi Roller 
- . 

Flour t-Ull and Mahakali Flour :Mill are running tvith poor 

capacity but regularly. The units of' other districts as · 

Madanmohlin Roller Flour i-U.ll of Serasol_, Ananda Flour 1'1111. in 

Bankura are running with good installed capacity. However~. 

the Murshidabad Roller and Flour Mill at Bengatia; Coss.imbazar, 

Srima Rdl-;Ler Flour Mill on Banltura Road in PUrulia have closed 

dQwn as the·working capital had been eaten by the servic:e burden 

of loans from bank and private sources.· 

· Betw~en regions, we are also interested to compare 

manufactur~ngof agricultural macbinery,equipments and parts 



in· Non~ census see tor. For this "1e· choose industry sub-group 

353.4 wherein units are producing tea machineries. Now, tea 

',. processing. needs modern machineries . to confirm perfect ton of 

varities for bldck and· g~een tea ..... as dust, blended, unblended, · · 

leaf' gradet to1aste and instant tea powder.·. For better quality 

better ·machineries a:re demanding f'or_ withering, . rol.ling, 
' • • ~ . ' ' I , ' 

fermenting .. and firing steps• In North. Bengal ·the· '1.\nits for 

producing'teamaohtnaries are mainly Economic Engineering 

Works, Associated Engineering co. at Siliguri and Northern 
' . 

Engineering Works ·at Gairkata, Jalpaiguri, For them the volume 

ot output in each unit is suffioiently low·as coTI,Ipare to ~he 

volume o·r output produced in each unit situated in Calcutta;.. 

Howrah belt· where ·un·its are producing a better quality~ It 

is true that the ~nits like James vJarr'en Hide t Samual ·osporn 

Ltd. Calco· Engineering \1orks, Nippa I~nuf'acturing CO'• (P) Ltd•, 

The General Industries eo-. and Sigma Engineering CO• are 'in 

right place f~r producing maohinaries which need many inputs 

from other.indust~ial units! Through this-~riv~ledge ~they 

produce more and significantly share the market in the tea 

bel-t of Northern region. 

Havipg'a greater privil.edge to min:tmiz~ the cost of 

pro'ductiq,ri. 'bY better sophisticated technology, . the· outer 

competitive un~ts push their produqts through supply agents· 

in the markets of the·backward areas where local units fl.nd 

themselves· in narrow pace. The fear of competition. then 

limits the: activity of running units and the· g;rowth of new 

units of the area• This is.the fact by which the existing 
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units in· NO,;;tn oper~te on greater exce'ss ·capacity than ·those 

of S:o1.1th • 

.. ' 

~he saiQe sort Qf' result seems· right for -our purpose. if we. · 

study :.the_· ~ariation _of excess capaci,ty for same industry. group 

among~d.itrJrent districts of west Beng~~l ~-Jhere. backward. districts 

·.bear ':the: greatGr excess· capacity for ~operating un:Lts. As. in 

reg:i.~~:er~d _m~muf'acturing. ·se~tor or· .back~ard districts· we . 
. ' '. ---~ . . . . •, 

observ.'e ·co~binat:Lon · of higher capita~~utput ratio vd.th iower 
. -'· : ... _,: ' . : . . 

' .. . ' ' : ~ .~~ ' -

value 'ad:deg labour ratio compare tG those· of Calcutta~Hot·1rah 

. .,.g~il'iiee. -i~dus.trial bel~<l9) Howe~er .. ; -·keeping in view the ·, 
-· . ;~ ·, 

overall pi9ture of productivity in reg~ster.ed manufacturing . 

. s~ctor of 'different industrial' st~te~ ~in. India, we clear up· 
l, • ' ~-- • 

' j'' 

. . 
~ percept~on of higher exoess capa¢1ty iri all industries :~f.: 

''. r" >• 

\'Jest Beng~i. ··Here generation· of· exc~ss capacity ts ·ebserved .· · . 
' . :·. ~ . /" 

ir•.any ohe:pay· attention to· the tabie (4.2h · 

.. 

' 
Year 

.Table : .. 4. .. 2. - .. 
'· 

·IPe. Producti.vLtY:. ··in. Resl.stered Manufaotllring 
: ·:sector of lflest Bengal. ··· 

.. 
_. 

Intensity Pro_c1ucttvity Productivity 
.. 

Input 
l 

•' of capital · () f labour::_~, of capital output· ' ' . . . -. \ . . 
·ratio ,. .,. -

~9-77;.7fJ :· o;.52~l ·a.761 
.. 

1•426 " 0•?2 ·. 
·' 

,. ~-~ . ; .. \' ... ,. . .. •· 
-~980•81: Oe·5o8 'O.o:-791 1•390 '0.-74· . ~~ < 

,,\' 
.. , .. 

1981~82'· 0.663 0•924o 1•386 '0~76 
,. 

1982..;.83 o•66a. Oe936 ··1·1.K}-1 0~75 

1984-B, o.asl.t- 1~248 1•412 0.77 

1985~86 1e110·_· 1.-504 1•355 ·. 0•7'l I . . . . 

* Value Rs. in lakhs~ · 
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·sources: 1) Data calculated from ASI Frames 

1977•78 for the year 1977·78. 

2) From 1980·81 to 1985•86 data 
calculated from Statistical 
Abstt>act, West Bengal (1978~ 1989), 
Table 17.5, Buraau,of Appl,ied 
Economics and statistics. P. 481. 

From the year 1977•78 to 1985 ... 86 the labour productivity 

h~d ·increased because capital intensity (capital labour rati.o.) 

attend.ed upon labour productivity. For the period productivity 

ofeapital and input output :rat:t.o had fallen through because 

.'of fallin~. grm·1th r.ate of output and rising inputs in the 

sector. Itsh0t-Js under utili~ation. of capital and hence a 

rising degree of excess capacity in Regist~ered Nanufactur~ng 

Sector of \-Jest Bengal( In addition to this, here in backward 

areas most. of the units are folloviing greater excess capacity 

ir11thin few days of their birth i~e. a generating crisis 

process· of industrialisation programme. Follototing this 

crisis pr~cess .we go through the function of public and 

private sector manufacturing units in the state. 
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CHAPTER • V 

A COMP~~TIVE STUDY OF EXCESS CAPAGITY .IN PUBLIC AND 

PRIVATE SECTORS IU WEST BENGJ~L ~-AN ANAI,X'SIS 

IN' TERMS·'TO RETURNS TO SCALE 

AND PRODUCTIVITY. 
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A ·COMPARATIVE STUDY OF EXCESS· CAPACITY I~T PUB1IC J1.ND 

PRIVATE SEOTORS 'IN WEST BENGAL-,. .AN .ANALlSIS 

IN TERMS TO RETURl~S :.CO SGALE 

,.oz ~he question of management of manufacturing enterprises 

either .Ln the hands of GoYt.> or private does reside 1n 

preference under an obligation on the economic problems and 

needs of a country •. The .objective for non•capitalist 

development sometimes encouraged some developing countries 

l<Jhere bad features of private and good of public form ·had 

been emotiona~ized through theoretical speculation• An 

unwillingness had developed to pay the price in profit that 

private ownership requi.red to establish and operate 

industrial enterprises. The idea generated as:. the new 

industrial venture will :mak.~ ~arge profit which will be 

used to furth~~ v1orth.v pub'lic activities; that it wi:ll 

· prod¥q'e at sucll low cost$ that prices Of the goods to the 
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consumer will be reduced; that it will pravide a marltet for 

the products of the raw material producers at prices bet~er.:~: 

than they ueceived before and finally, that labour will find 

working conditions more pleasant than hitherto, and that, as 

a result of having their own plant they w!ll al~o beni d.t 

through.higher earnings.< 1) BY this,transitton of the 

· ·eeveloping nation te the rpad of non•capit~list will be · 

achieved; inter-regional intigra~ion l-1111 be tied tl1rough 

natural extent1on of its function as an instrument for 

implimanting the nattc>nal economic policy.(2) 

5·1: Indian Experience With Pub.lic Sector Units:· 

\oJith the aforesaid expectation the pub:j.ic sector 

enterprises in India had so111e head tvay to provide spec tally 

for further dev·elopment of basic and strategic industries. 

·, .. ~ 

As up to 1-985•86 massive capital invested· (PtS• 58, t25' ·arores), 

number Qf people employed ( 17 • 60 Lakhs) in 221 public 

enterprises·• (]) In spite of this phenomenal growth the public 

enterprises have been in.curring heavy losses since 1977;.;78 

conttnously• In 1977•78, they incurred a loss of Rs. 91 crores; · 

in 1980•81, it was Rs. 203 crores; in 1983.;.;84 it was 

us. 1610 o·rores and ·tn 198~85 it was amounted to lls. 1819 

crores• In the matter of profitability they have lagged 

behind by far the expectation and hence not yet justti'ied the 

huge investments ·made from the public exchequer by their 



inefficient, below capacity functioning. Under;..utilisation 

of capacity is one of' :the main causes of lot-J profitability. 

During 1985-86 about 24% pl:lbl1c sector enterprises \'Jere 

operated in the utilisat.ion of 50% to 75% and 25~b were 

functioning below 50% utilisation of oapacity. The manufac• 

turing/producing group (excluding textile) are· riow so crucial· · 

to 'the country's economy that a fact is underlining the need 

·ror their efficient operation. <4
> For this Prime·· Minister 

rightly s&id 91 \<Je ~iere· unable to achieve .socialism; since 

we had laid emphasis on one aspect ignoring.the others. 

In stead of concentrating. on the condition of the·poor• we 

concentrated on the role of the public sector to achieve 

socialism. Jl.nd the country was unable to achieve· socialism 

as the public sector \'Jas eating up the wealth of the nation." 

5.2: vJest Bengal: ·The Spare for Public Sector Units:. 

The sector \>Jise distr~bution of estimated employment :in 

West Bengal shows that during the year 1970 private- sector 

had remarkable employment potential compare·to that of 

pub~ic_sector, as for the year the private sector had 1•38 

lakhs more employment .hban that of public sector (Table 5•1 ):.;.. 
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Table : 5.1. 

Sectorwise Distribution-of Estimated" 
.. · • , rl 

Employment In \-Jest Bengul 

+------.:."'1"'----.--..:...;..--t------~l.).;:l:;.:;~u:.:;m~b~ in ,~a.khs)-.. - .. 

Year ended 
December 

1 

1'.970 

. Public sector Private sector .. Total 
' . . ., 

3 4 

10.88 12-J.26 23~ 1.4, 
-... -

1975 ... . ·13~52 11.5a 25•10 
'! ·~-

1980 10l.84 26~64 

. -;' . 

. 1983. '-16~~68 .· . 9··9r:. .. -.,, 26~63 

. ' 
1984- .. 16-,93 

' '~ :~, '.' ~ ,•',_ •• : • ', I .> 

9'•41 '26.34 

';' . : 

; :1~7~~1 . 9·38 26•59 
. ' .. - . . . -~ ~ ' .. ' ~ .. ' 

, I., .. 

1986. ;, .. 6'"'94> - ... , ···: 9j.32 26.26 

1987 16~99 9·30 26.29 

1988(P·) 9·03 25~93 

1989(P) 8•92 25~76 

8•8'7 
I!. • 

I' 25.79 . I . . 
1 

1990(P) . 

i'l 

. \' 

··~' ' 

.; .. 

P=Prov.ision~i• ,'-sou~ce~:(1) National employment service, ltJ.;B • 
. . · ·. · · · .. (2) Bureau of Applied ~conomtcs and 

'··, .· ... : . Statistics, West ·Bengal• 
i. Note_;~,·Pri.•tate sector refers to organised. Ptvate sector.· 

' .. ' 
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From 1980 to 1990 the employment potentiality of private 

sector had t-llneed under tile blO\>J of. public sector, as some 

private sector units had turned into public and their 

employment counted under the Public Sector. During the period 

from 1970 to 1989 the share of employment of private sector . 

had came down by 3.·39 lalths ( volume of employment decreased 

by 27% ) on the other hand the share of public sector had 

elongated by 5.96 lakhs more employment. From 1975 to 1989 

the total employment had raised only 0_.1 ,-~~ ·by -~ile sectors. 
. . ~ ~- ... ·.~ 

The total number of employment had been remaining mor~ or 

less the same but tbc share of public ... sector w-sas favoured 

by transforming feH private sick units into public sector 

units. It implies in addition to the primary meaning that 

public sector had been espousing by the Govt.of West Bengal 

where private sector units Here left in lli£'ch or .out of 

liberty to act at pleasure. 

The concentration of vacancies notified and placement 

effected through employment exchange by public and private 

sectors have been gradually deteriorating l.n West Bengal since 

19aof5) For the year 1980, 13•5' thousand p-lacement ttJere 

effected against some notified vacancies by public sector 

\>Jllere as I.n the year_: 1989, only- 7 • 8 thousand placement v1ere 

effected. For tl'le same period the private sector offered 

1.2 thousand averege placement each year. The dissolute 

conduct of placernent·in public sector has been golng on 

the hope of future capacity expansion of the units 
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(\'Jhich has never been attained), so much so that. the excess 

capacity has been dominating to pull down the concentration·. 

of vacancies in public sectorq For as much as the public 

sector units had failed to yield of intended results, 

deterioration of total concentration of vacancies cleared 

up. Indeed f. public' sector has. been receiving greater importance 

. in West Bengal; but area tion of' vacancies has. t•Janed and 

excess capacity·· geared Upo 

However, ·ex-ae·ss capao·i:ty is a· .. dominat·ing feature in all 

.·' India:·n· indus·tries. like manufacturing, basic, capita~ goods, . 

intermediate goods and consumer goods industries ip. bo;th 

. public~ and ;private' sectors •. ·t The capacity utilization, in 

'manufacturing industries deolined steadily since, 1966, i.e. 

the ·beginning of the ·Third Plan• Fro.m: a 'level :of about 88 

percent during the Third Plan, it declined to 81 percent 

during the period of Annual 'plans and·further·declin~d to 

· · 79 percent during the ·fourth plan~ It fell .fu~ther to an 

average a·r ·about 75 p'ercemt · during 1976-78• ·.Among·. the various 

· groups of industries;: capacity utilisation was the .least in 

· ··the 6apital· goods· industries• <?> A study oarl'ied out ·by 

· USAID in ·Iridia noted· sub-stantial degree of excess capacity 

in~ Indu.'~try. {7)' Here. v1e ·s-tudY' the variation,of ~.xcess capacity 

'·in fin;e·: c-iassil'ied··manufacturing industry groups- unde~ public 

: .. and privat·e. seo·tors_· of Wes·t Bengal• 

·. ~ 
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5.3: The Variation of Excess Capacity in 3;.dig1ted Industry O:roups 

under -Public and Private Sector.sor West Bengal.: 

In an industrial mnit the excess capacity is meant output 

falling short of the capacity or non-utilisation of installed 

capacity. It tends ,to higher capital output ratio, lower value 

_.: added labour ratio and higher returns to scale of production(. 

'l'he same line of enqu~y follows to identify the trend of 
. . 

excess capacity in an industry.; For West Bengal we put this 
. ' . 

v1ork do'\>m in public and ·private sectors for fallowing. 

manufacturing industry groups: 

Industry · Description 
Group 

'231· Cotton Spinning, Weaving, Shrinking Sanforzing, 
mercerislng and fini~hing of Cotton textiles in 
l-iills•· 

280 Manufacture of packing paper, paper boards, strow, 
boa:t;>ds and pulps. 

313· .. 

330 

331 

Manufacture of Medicines.; 

Manufacture· of Iron and Steal •. 

Manufacture ofcastings, forging structure and 
pip9S• 

34o Manufacture of safes! vaults, steal trunks, Drums, 
tanks, Plumbing fixtures, stoves, Har'icane lantern 
& Oil pressure lamps 

Manufacture of hand tools and general hard~Jare 
agricultural hand tools and implements. 
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Description 

. · Manutactur~; ot CfUsher~, buckets, elevators; 
... cra~es,. d'e'~ricks, reactors, centrigugal machines 

·driers, pow-er driner pumps compressor· , ball, 
I'3ller. arid :bearii1gs • 

. 360 Manufac~~~e of, Generator~;· Transform~:rs sw.~tch gears 
and electric motors~ .. 

• '· I ';\ 

370 .. f-1:aking 'of' ,~hips and other· vessels drawn by power, 

. . 

parts. ~ml.~ccessori~s .for. vessels. :. ; ' .. 

;'' l,: ;, 
'· 

We may, mentiop .t~p:t 1lnder· the~e 3-digited industry groups 
' .. . ' ~ - . : .. ' ' . ''. . 

few· sub~groups hav~f b¢en ·added on, however to 'the. firH~~ 

c:lassification of industries these 4-digited industries 

(sub-groups) a;re .always counted in 3~digited indust.ry groups. 
j ' \ , • . • ; I ~ ' , ' ' 

; For the above· 11 , (eleven) industry gro~ps .. we calculate. the··. · ;~ . 
• •• • • " •• • < ' ' ' •• 

. oapit~·l 6utput ratio·· (~/0 ) , value· added labour ratio· (V/L) '.\ . 
. ' 

in public and private sectors 
I f • ' I' 

, and arrange them in table ~· 2 for compa.r ison.. We use tP,e ... 

· • A.S.I• :denpus· :Frame - 1977•7i3'8) far this purpos.e~ . ' ' "·' '. 

'' . 
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Table : 2~2 '" 

1 '' ' ' '•' -"';t' ' • ' ' 

Compai!ison in ·term's or -·c$bita1 output':Ratio1 Va,!ue Added. 
]Bbo~ Ratio. and. Cap-ita_~.;..Labour Ratl~ between Public -and·· 

-. Private ·sector _f.or· same· Industrr Groups~under Registered-_ 

: .-: 

: ~ " . 
'. \ ~ 

t·, 

I 

r.wnufacturing' se~to~.r:~f-YJ~s-t Bengal. - - -
~ .1" 

r, .. .r_ :· _,, 

;; .. i.~ I ..-•; 

I:pd~l'strt ::; -,-Pubii:d)-.~~~£~~y--- -----_--_ ~-- Priva·t~~~;~------,:,-., :·:, 
Group . · I . : - ·: ___ ·' _ . ___ -.. _ · · .. ., . 
' ' ' ~ '' ' : . K i ' :~ 1l I ' ' : ::; <1~ K v I ' K : ' . 

0. · .... I':: ·-:-:<>.fi::'. -·o L' ._>·r:· ,.- ,-
r,•' 

231-' ' I g.c)455294 I :,~255\2748 I.·:· ji959• 564 1.8651549 6s5ai291· I .12791.c.~75 ·: · 
;_;_ 

2.ao:. . I 2-.1ta45245 ·t·3s61.2~-3~-~-;;.J·, .:_83.510~642 2o.t63941 1 803•:9643 1 ~6375•029 '~--' ')' 

· ... · .. , 

-313:: ·I - 1.2?5?6s9l26529~·,a41:Y·]·' .:3~~5_1.252 - 1•7696051. t5626.:219:- I ~765·2.2:36 , , c ·' 

330· >11.~3.84615 , [2~175;·,9··+'J.·t:2-~6~o63•8 1'5365~'562 ·_: l;32179··~o~ ::"~ '2•094229 
··,·:,; 

.. :-'\.• 

331-. . 1~7511922 3b843~~tiJ · -:;5i;o12.3a: 2•0921783 117'2o~:326 ·. · -24521.-o-\t. '· ·· 
: ·, L : ' ' i•,'• : · .. •-'T~- ... :·· .. ·; .. ,~:I > ~,',:" • :·' 

'34o'. 1.618736. : 14187•3'74 >";2g965•613 1.08'71106 11541 ~788: -~ . 12525.1f5-7 ·.: 
' ,. ·• _-.,,;. . : ' ' 

...... 
;.-. 

'·' 

.·-· 

343: :I 3·$2Q2a261,1~y49~5a4-~:-l:;,~,,~~0.61~28~T.-.1~7222954-f1:441.3~Sa4.~ .1?48~4.9.66 .:~~-· 

-.$~,~ : ... -1 1•3:0_9~4a3 l3973lf.63~·: ··L·:.···-~~P3o-.445 -I a.2a52176 13239•;?74 :·· b·o969.o·26 
;. 

360 _· . _t 1. 7?8~346 .J1a542~2,99:.·.:r·<:32~8:l.683 .1 ~1.5121935 .. 17.o9·a~ ~s~ •_ -]'2676~. 1 H _ · ·· ~ 

37o· · J . ~-o9.5~96al21960.o92 ·. ,l·~~a99.35·551 :I o•:556~49 
f·· 3?2 ·-~ . 1•0~28224-li2~62.666n' ·'k'-)~494.85~ 0.9665'249 

t229<h656 : ·, ·_-. :·_683S• 5~1'2;-. I , . .·_: 

167o2.aa2 - t6143.751 :., l , ._i.- _ ,-------··-·-. __ ,-g~ ... ,. __ · 
Source;- Data calculated.from ASI~ Frame census, 1977-78• 

.· ., .. 
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Adherence to the work "t-1e are also interested in returns 

to scale for the industries. li'or estimation of returns to :. 

scale we carrY ba~k to the K•menta approximation of c. u:. s •. 

production function \'Jhieh bas made in the preceding chapter. 

~he function· is : 

. u- .- -- tO p R 
v = Ae L ( 1 - 0) K'- ' + a L '- J -: p ' 

- a. P l? < 1. -, a .> 
2 

. where R ~s tl'le- r.eturns to· scale. 

· Not-~, \'1e ·eerry out ·the estimation at least for 4· industry 

groups under public and private sector1as tollot-:s: 
', 

NIG : 331 

fublto Seotg_r. 

~~of obp. =~~u=a~.t~_l~o~n~--~------------~------------------

1' -2.4496 + o.6581 log L + 1'.1._699l~{K/1l ... 0'1624a C 
- 2 

log(K/L)J 

( 1.5146) { 0.1647) 

* t 11 (;.0.6634) (2.62566) (0.7724) (:...098638) 

tT = 1.796. R2= 0'.65 F(3, 11= 6,80 {j,11}= 3.59 
DTJJ= 2,4112. 



... -

so, A = .002816 

and R ~1 = 1~6581. ·so,. R =1•.6581 
' . ' . ' 

R(1 - ~)= 1.1699 so, (1 - 0 ) = 0.7055966 

and 8 = 0 • 2944334 

since 
J!P a < 1 - a ~ - c ... 016248 

2 

Hence · p = • 0. 9lt33967. 

By this the :.:runct~on .is; · 
. i', .. ,, ., ... . ··. 

' 

V ~ .Q02B1·6:LJ1. ·t 0.2944334)K •04i9433967 

\. ; 1. 6~81 
. :+·0;2944334 L ·0~9433967J- 0~9 33967 

.. 'S 

. ·_, i~_· .. 

We follow the above procedure and find the co~efficients 
- ' I 'I'·!, ' . . _, 

•,' •• '··· J' ' . ' • 

for the· fuhctiorfl·:: in other cases: 
• • •• • j _:. -~:: ' ' ' 

·, 
' 

NIG :.3~1. 

-Private Sector: 
i 

No •. of' obs. . --:E::;g~o.:;:u=a t-.:i;:;:o;..:,:ri:..;.. ---------------------..---.. >·> . . . . . . . K . : > ... 
2•4~~4 + 0,1938 log L + .235'8 log( /L) ... 019509·L 

' .,, ~;2 .· .. 

lOg~K/ L) J:·i .. 

32 

' ~. 
' . 

,. < 

t T 1 . 701 .. R. 2 0 . ~1·. F. * 3 ..,961 = -~ . • .· = ·~ . • (2, 28)' •.;J. 9 

,· 

Dw= 2•49 
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': ·.· 

v = 305~1 L- ( t• 0.8024795 ) K o. 2061679 
< 

1.1938 ' 
. + 0.8024795" L 0 •206167:9 J -. 0.2061679 

'NIC : 34o, 

PUblic Sector. 

No. ofobs. --~E~qu=a~t~iO~·n~------~----~----------~-

7~· -29o745 + 24.386 log t - 5.9314 log(K/L)-1{) •. 480? .C 

And, 

2 
log(K/L) J 

~.E. (24.849) (17~t748 ) ( 4•1'543 ) '{ 0.31:92 ) 

·t* (-1.1970) (1.374o) (-1.4278 ) (t.5062 ) 3 

2 R = 0.89. 

D''~= 1.79 

v = •5?~9:s-o29 L<. 1-1.2336327 l K -o• 13139B4 

; _ 25~is6 · 
+· 1.23~6327- L -0.1313984J . 0~ 1=,13'~84 
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No.of obs. __ .......,..___·=Eg::1..::u=a~t=1o=n=---- ----------

s.E. 

t• 14 

And, 

4.95'25 + 0,74354 log L •3.4286 log(K/L)+0.4459 (..-
2 

log(K/L) J 

. (3 •. 41;64) . (0.2957)· (1. 51.3,6 ) (o, 1781 ) 
~'):. 

i•' 

(2.; 9'1p1) (0.2515) (•2.265'2 ) (2.5039 ) 

v~ 81870 L-< 1 ~ >~.1913131 '> K ... o~:o62o584 
1 ' ;;; 1. 074354 

, ' :: . + 4•1'91.1131- -L•0.06205'87 0•0620~84 

Nid -: 343 
. Public Sector · 

No. -of obs. • Eguation . 

·9. · · · •1,48~4,+. o~6227 log L • 134•85 iog(K/ L)+6a,235· L-: 
:,: . 2-

log(K/L) J 

s •. Ee- . (0.5723) (0.1318) . ( 392•.11) · (196o1·2) 

'*' 't4' <--2 •. 5920). (3· 9662) (-0.3.439) (0.;3479 ) 

. tT = 2o'l32. R2= o.aa. F(3 ,l.:-)= 9.882' FTi::: 6.39. Dw= 2.357 
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NIC : 343 

Private Sector. 
··:·. 

No .• · of obs, -------==Eq:=~.:u~a~t~io:::..:n~---------~-

·1?. 1.1303 • ·4.2lK>1 log L ~ 2.2459 log(l{/L).+ 2o9563 L-:-
, . ·: . ' 2 

log(K/1) ;J 

• t13 .. (6.9075 ) {-1.41'09) (-d9491 } (2.6190 ) 

tT=.1•771 •. R2= .. o.44 •. · F~3• 13 )=3~.45.·_ F'l'=~-d'!!ltj-:. D'~~3= 2.18 

And·, 

V = 13•50 l';.( 1: · .. 0.30(,~424) K - 8.5797138 

· + 0•3068424 L - 8·579713~ ~:g~~13a 

Here R = .;.;3.24o1 .• 

NIC .i 360 

Public Sector• 

No. of obs. _ _,_ ____ E=··g:~.::u::;a..::.;ti=o~n:-------------

s.E. (7.1828} (0.3481) (3.0603) . (0.3296). 

t~ (0··65'03) (1.9710) (-0~7703) (1•2734). 

t~=1.91+3. R2=0.74. F~13 ,6)=5.70. FT=4~76. Dw= 1•74 

And, , 

v = 46880 C< 1-2.3980'784)K ... 0
•
1461881 

. '1.'6861 . 
+ 2 ~ 3980784 L -0.1461881. J ~ 0.1461881 
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- ··. ·. :··. 

: ; -. ' : : ~ . :. ' 
• ,· ',·,, ·r 

i','t 

1~6. 

NIC :. 360 

. Private. Sector. 

No~ of obs• Equation 

1.3 ~·4558 + •0072025. log ·L •489.37 log(K/L)+, 245 •. 01 L-

·.· K . . 2 
log( /L). J 

s.E. < o.3447 ) < 0,1394) < 22a.1o ) (114.10 ) 

And,· 

v ·= 2.a56 z-< 1 - 4s4.~7o51· > K - o • .oo2o65':t 

. 1.0072022 
+ 4a4.87051 L ~o.oo2o65 J - .O•·oo2o651 

The analysis brings ·int~J the ·open that out of 11 (eleven) 

industries,· pub:tio sector bears up greater excess capacity 

:than that of private sector in 7 (.seven) industries and· for 

remaining 4 (four) industries private sector falls behind 

the public. By K'menta approximation to the C.E.-s. every 

one in. the sampl~ of fov.r indus~ry grc:>ups u?der public sector 

brings out higher returns to scal·e than that Qf private 

sector. Higher r.eturns to scale does ~ake evidence that 

all. tbe·fou~ in~ustries under public sector fall into, 
. . .. , . . ' 

underutilisation of capacity. It also follows that:h~gher 



productivity of labour in public sector is maintained through 

higher amount of capital per labour which pushes back the 

productivity of capital and keeps up excess capacity in the 

industry under the sector. If' this situation arises, :Lt 

reflec~s in tne_falling tendency in the rate of profit. In 

other words labour productivity does not rise at such a high 

rate as to overcGme falling capital productivity. By this 

way highef capit;al output ratio does instil in production 

operation and excess ~apacity ~esults in the industry, 

Prof~ P.R! Brahmananda ( 1982 )(9)right1y-observed that 

E,agistered Manufacturing Industries.under.Public Sector of 

'India.• during the period from 1970•71 to 1980•81; had 

accounted falling rate of profit in. te·rms or (i) a rise in 
relative share of wages, (11} a rise 1~ capital int~ns·ity 

of labol1rt {ii:l) tlle ri·se of input output ratio. and (iv) the 

possible effect of a rising degree of under utilization of 

capacity. Our r~sults lighted on the same terms; ho\o~ever. 

to the interest' we went round fe\'1 units to know the 

difficulties _in the production operation. 

Under industry group 231 the capital labour ratio of the 
' . 

both st?ctors ·are more or less same; still productivity ·of-·. 

'labour in private sector is btghe:r than tha~ of publ~c sector. 

·It shows the under utilisation ·or capital in public· secto:t>.: 
. ' ' ~ ' .. . " . . 

wherein one unit ·or output needS 3 units of' capital and- on 

the other hand private sector needs less than t\<JO units or 
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capital to produce one unit of' output. In viet-~ of this 

situation we find that many units, like Vinod mextile Inds. 

Ltd. at Muragaahia a."t Jugbe:ria, Oriental Cotton Cultivation 

& Mills Ltd .• on south station Road a.t Agarpara, Jat1a Cotton 

Mills Ltd. on. Kendua llosti at. Mourigram and l.J!ayurakshi Cotton . 

. lUlls ~td. at Pancbra hat in Birb!lum, have been working 

.. to\-lards h1gl'u:lr input output rat1ot now have reacbefi at. 0.96 

. level, which. will set otf b1g negative figure for tralue added 

in these units tn no • time·. /1.lready tbe negativ~ figure in 

value added got struckwl.th the units like Textile processing 

unit R.I.e Ltd. at Bonlloogbly, ·sri Durga Spinning and Weaving 

Mills Ltd •. at Konnagar 1n Boogbly, Kesor~· Inds. & Cotton · 

t11lls Ltd!t at Garden Reaob, I\alyan1 Spinning l41lls Ltd. at 

N3:lyanl and recently tbe :tv1ayuraksll1 Got ton r.U.lls. Ltd. \'fe. nave 

seeo,a.low. input output ratio in the industry Group. under 

privat.e sector units lilte .royot1 Weaving F~y(P) Ltd. in 
• ' ' ' '·• • I • • ' 

Calcutta as o.42, ar1 Maha Laxrni.Cotton l·U.lls on Ghoshpara 
' ' 

. Road .at Palta as 0.55', Bowreah C9tton f-iills at Howra.q as 

o.61 and Bansa Laxmi Cotton I .. i1lls at Serampur as 0.62. 

Most.of the .units in privata sector nave brought out input 

ou~put ra~io less than o~7o,.but most of-the.publio seotor 

units have brought out the ratto above the point. so, bigber 

1npl:lt output-ratio in public. sector under the industry group 

, does make an affirmation that the units have failed in 

desired capac1~1 utilisation. 
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For industry group 280 the older factories t-Jere localised 

mo'st·ly in West Bengal \'Jhere proximity .to the coal fields and 

raw mater·ials -make advent of ne\rJ units i.n the state •. From 

early. years of Fifty to early ~ixties output,. Capital sto_ck 

a'nd ··employment showed substantial growth trend ,over the 

1.·. 

p·eriod}-10 )But n6t.r the industrial units. under private ·.-sector : · · 

ar~ y i~ld1ng diminishing returns lllh:lch has been cleared up 

.. 'Qy high dapital-output r?ttio and low value adc:ed labour ~atio 

in. the indu,Stry. We find very big. negative amount of value 

alided in three giant units like Titagarh Paper !-:ills OQ•. Ltd. 

(No, i) · and No·. 2. at Titagarh and Indian . Paper Pulp Co •. Ltd. 

at Halisahar. Under the sector two units as Ws •. Corrogatlng 

& Paper Processing Co.•· on B.T Roa.d in Oald.utta anp Satish 

Paper & Board M:\lls, at Barasat,·o.perate on high input output 

ra.tio.; Only 6 ( six) Bo.ard Mills. of the sector. ope,rate on 

inpu-t output ratio n_ear about 0.70• However, exc~pt. Tribeni 

Tissue the ·tmit~· under pub~ic sector do not·.~how any moderate 

.' inpll;t ·output ·ratio~ The overall picture of this in.dustry: is 

. tha.t· the utilisation .of capitai have. rema~ned bei1.1nd v1hen 

.. higher capital labour ratio attended upon labour pr.o_ductivity. 

The·manufacture of'·medici.ne.under industry gro.up 313 

included Allopathic; Ayurvedic and Homeopathic medicines~ 

·For manufacture o:i." ·allopathic medicines the unit$ both under 

public:: and ,priv'ate sectorS \JJOrked at relatively backward 

machinaries and :aquipments •. Demand for their pz·oduots have 

sl~akened off arid stocks started in Qn accumulating• We have. 



seen lO\oJ input-output _ratio in· the units like Govt. Quin.ton. 

Fey at Mangpoo as o-.56, Bengal Immunity Co. Ltd. at Baranag;ar 

as Oo47,. Indian Health Institute & Labratories Ltd~ at Dum Dum 

as O.t 48, G·•D• Pharmaceutical Ltd. in Calcutta as o. ~9 and. · 

Glucuna_te·!ttd ( ~1o.1) also in Calcutta as 0~47 .. The high 

input-output ratio:· have observed in the units like Smith 

Stanist·reet, Dey • s Medical store and Brit . .tsh Medicine & 

Pharma,c'eu'tical Co~.- In Calcutta. A very low capital intensity 

in many units under private sec~or has caus~d lOti productivity 

oi"' labour trJhiC'h has reflected upon e~cess capaci:~y .in the 

·industry·under the sector~ 

It is noticeable that capital deepening play,an j,.mportant 

role in the grot-Jtb of steel manufacturing {330) qf a country •. 

.But for public sector units of the· industry in \<Jest Bengal 
' ' . . ' 

ta1hateve~ deepnening the capital, none of them came upto the 

installed capacity. Here one unit of output is produced by 
. ~ - . 

133 units of capita·l in public sector t>~her(; hlg!l capital l~bour 

ratio is imputed to high productivity of labour. High input · 

output ratio is observ.ed in Durgapur Steel Pro.jeet EiS 0.70, 

AllGy steel Project as 0•63 , Burnpur sec. of Ils'co .. as 0~83, 

Bengal Rolling Mil.ls Ltd~ at Sodepur as 0;90,.Hind Wire 

Indus·tries Ltd. at SUkchar as o.s2·, Many units also in 

private sector are incuring losses due to a high input output 

ratio; the units are Bhagawati steel (P) Ltd. as o.s2, Asian 

Industries as·Or909 Swastika (P) Ltd• as 0•82 and Agarwal 

Hardware Industries as o,a7, at Liluah in Howrah. The steel 



manufaotur!.ng under public: sector units in the st~te have. 

barely· got through tbe production op'eration as except Alloy . 

Stee~ Plant of Durgapur., no Uuit in the state has coma tn on 
. . . 

J.itil.Lsation of remarkable pera(3ntage of installed capacity.~ · . . . . 

For percentage of.capac1ty utilisation Du:rgapur steel Plant 

· UiS.1%) has. fallen behind Rourkella steel Plarit(66.8%), 

BOli;aro Steel ·Ltd, (71 .•. 7~{,) a~d Bhila1 ·Stee.l Plan~ (84.6%)~11 ). 
' ' ' ',,. :• .. 

:tve look: ;back· on ·to the poor performance or the plant.. After 

· . compl~t1on: of the untt the retrenched construction workers 

could .r ... ot be provided with employment· in new plants and · 

installl)tions· and hence· the! trouble started. "EVen from 

the ·1ne~ptton ·the plant gave operational t'roubles. A coke 

·oven, had to be d':L'smantled. Rellnihg was done in. ·one of the 

blast furnaces,,. Overnaul'!.ng of the pig ,casting machine was 

. als~ neoe$sary.,, The ·blooming am.i i.?lllet mills had· to be 

overllauled.partially· beqauiSe also of·opera:tlonal difficulties. 

The Durgapur st~el Plant thus could never util1se·1ts full 

capacity and pr?~tl.Oed only about 50~~ of 1t~ oapaett.v.S12)u 
,. 

Recently. in oonn~~·t1on with modernisation programme· labou~ . 

trouble' has made. inroad the v1ork <mlture tn the plar1t~ 

However, in regard to 'l3hi1a1, l:lourkela, Dokaro and 

Durgap,,r .. ylants An the· public sector, no one will· be satisfied 

· · : with· their perf'orma·nce . compare to that of TISCOf a private 

s·ector plant pi"'O.duc!.ng m1ld stQel." •rxsco performance has been 

-
•• TISOO; Ta..ta Iror1 and ·steel Company,. a mild steel produotng 

uni.t at outside the state, \~est Bengal. 
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much b~tter than that.or· the-other intigrated steel plants; 

:Lt ·ha-s operated at ni~re. than 90% of capacity of saleable steel 

outpu~ itt many of thq years sinae "1969·70~ Its financial • 

r~suits ala(> ·compare very favourablY• Even in .the b~d y.ear 

1971"~"72· when the _three Hindustan steel Plants did only 59% 
or capacity tn saleal:)le steel, incurring a heavy lQss of 

Rs• 44~'8 cr!Qresi. TISOO did 92% util-isation making a profit' . 

of Rso. 12 crores ( before tax). S.e1ling prices .are equa111 

.· applieable to botn the sectors• It becom'es .obvious that 

TISCO profit is-due to high efficiency .in capacity utilisation 

and -to its lower depreciation cost per tonne of oapao:tty~'(t3) 

ClOsing upon steel, the industry group 331' shows a 

different picture•. For this industry \oTe infer from preduct1on 

functton more or ~ess s·ame returns ·to scale in both 'the 

sectors, .In ·reeard to labour prqduc'tivtty private sector has 

remained behind th~ public 1n l-lhich higher amount of c,apital 

per labour has brG>;U'ght out higher productivity of labour. 

Lower lftbour productivity in this industry und~r p·rivate 

sector:·was .not the result of underut1112:at1on of Utbotir ,po~er; 

it lJlaS the result of rel~ttvely back.tr1ard technology t<Jhich . 

die not -turn up the proauctivity·; However, with prtviledge 

of relatively bett.er technology publi:o ·s·ector units did 

not g"i.v~· the best· use of thetr capital in many ca'ses as 

we have: .an evidence for this : 



Nam? of. the Unit • 
' . ~ ~. 

1 •. Asiatic. Wires 
:L~d.: Madl'ly-am...-

· gram 
; : I;~ '' 

2it· Jeetmal 
. .. · J~:ichandlal 

(P} itt~.: •11iuah 

~~o ·or: 
~iorkers 

:Cnvested Input. 
capital 
· (Rs,.) {Rs.·.) 

153_. 

output lal~e ··
.J ddeci 

- . (lls ) . . -(Rs}. . 

2893646 c 82397.5'. ~470426 : 24862: 

~ .. .. 

iOBjOOi3~ '5'75988 ~681083 008946. 

Eel"e. the A·si.otic Wires,· a public sector unit,. ·inv~ste(i . 

'2•·67 times oap1.tal of the Jeetmai, a-private secto:r: unit-, 

and by less -·amo·unt: o:f' input Jeetmal not only made :more output 

•·· but· ~1s0 :m~de-more:~·valu~. ~dded. (appro~imatei.v dC)ul:>l~ ) . 
. . 

that~ those -~r Asiattc-.. Wires •. Like this we nave· fe\>I C,ther: 

information and we·make a-whole that underutilization o£ . . . 

capi~ai_· in. tbis industry. specially. under public- sectoi". is·· 

too mucin-

A.very high returns to scale with higher capitai iabouza 

ratio in indu.stry group 34o. und~r, public sector bas· keept: ·· 

up same appea~ano~s of underutilisation of capital and high 

exoeis$ ¢apacity~ We see compabitavely high input outpu-t . 

rati{.:)· th public sector units like Containers & Closures Ltd,. 

at Naihat1- as o.-~o· and. Industrial Container L.td.· at· Paha:Cpur 

in 'Calcutta :as o,·B9 :which :v1ould have been less than '0.-70 at" 



... 

ideal operation. Although, by capacity tbese units may come. 

up with export quality.Thei.r contribution is important like 

other private sector units in the industry. 

For manufacture of' agricultural tools and implements 

under industry group 343, the private sec.tor units show up 
. . . . 

decreasing. :returns to scale al_ld public ~be increasing. "l'ery 

lO\'J labour productivity .has ref4.Gcted up~n decreasing 

return·s·· to seale in the industry· under private sector. I1'ob 

capacity utilization tlle public sector f~Qually suffers frotn. 

· .... low procluct.i.vity of capital-. Higher prices or inputs, higher 

wage.bili·and shifting of market have made the manufacturing 
'· 

1/lOJ?k unprofitable in bo~h the sectors. 

The same result does accord with the industry groups 

360,. 3-70 and 372 in which public saot~r 1·stay behind the 
. . ' 

pr!:~ate • · Indus~ry group 3$6. remains exception to this 

statement. However, under this industr1 group the giant public 

sector unit Jessop & Co ltde is i.nourrtng heavy losses in 

recent·y~ars. From the Twenty Nineth Report on Jessop and Go. 
(1981.;.8~) we kno\~ the costs strueture which brings out 

cumulative losses in the company. The cost of production of 

the company was a.f':fliot~d with high overheads { about 51% of 
cost of production). THere was over-staffing to the extent 

ot 2000~' in certain categories, out of a total work: force of 

8000 •. :Uba worki~g capi~al \•Jas mostly financed through cash 

credit· from banks. Besides salaries and 't<Jafes the inter.est 



element of cost was the highest in this company.· li.Ud,lt' had 

observed· something t.vrong as follows: 

"There is a system for ascertaining idle time in labour. 

and machinery speci·fy ing the reasons thereof, bU:t due to 

appreher:£sion of disruption ia industrial relation such systems 

are·not being used.n 

"Fear ·or being declared surplus makes them take: longer 

time to do a job. By this productivity gets sacrifieed~ 

. In spite of this assurca1ca of the management that they will 

not be retrenched; workers's response to forward thinking and 

improvement of productivity is poor. Idle. labour cannot be 

bOOked and 1.vOrkers cannot be transferred from one area 00 

anotherlt Progressive measures like modern product documen.

tatio·n systems cannot be implemented. In general the v1orkers 
' . (14) 

resist all measures. to progtess", 

By this ·the productivity in- credibly had gone down. It 

was about 0~3 tonnes per month wne.raas in other private and · 

public sector plants it was around 3 tonnes:~ ·The workers in 

the co~pan.v were not putting in more than 2i to 3 hours or 
work a day. The value added per man month was 113 that qf 

BHEL over 19so~a1. Yet the overtime allOl'lancr; ( OTJ~) ranging 

from Rs. 59 lakhs to ns •. 129 lakhs had been paid annually ovei' 

the same year. The OTA expenditure could not be brought down· 

because ·under the agreement betvJeen the management and one of 

t.tle unions certain unproductive categories lilte SNeepers, 

drivers and crane opera tors were guaran t·ed payment of O';CA 
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;for· 2 hours' daily. The concession could not. be t-2ithdrawri 

because :·th~~e was a. l~t ef resistance. <15) ~ence the costt. : . . ; . . . . , 

of production had been higher than realisable Jalue of 

pr_oduetion•. Like 'Jessop &·co. Ltd. ·nlany. other pUblic sector 
. ' •" 

.units in Calcutta ai'.e suffering from similar prbblems and 

genera~ing '!ris1s process to excess capacity. 
'·. 

Notwithstanding the.greater excess capacity in public 

· manufaoturl;;ng units, the G.ovt.' of West Bepgal ddes n'ot give 

up all hope .of success; the Govt. moves rather to~ much in .· 
·on industrial activity. The joint sector activity ;;;tarted. 

. . 

~vith ste;te partnershiJ.)• Through partnership state shared 

decisiops and activity involved ·in equity control and output 

with the presumption that risk will be lowered that it -. . 

wou.ld be .if. they· startod the manufacturing unit all alone 

various development corporations come to grips with indust'X'lal 

programme of the state. 

5.4.1:The West Bengal. Industrial Development Corporation: (W.B;.I.D.C). 

The,West Bengal Industrial Development Corporation has 
' . . (16) 

set up number of industrial projects ~n joint-sectoro · · : · 

The Haldia Petrochem~cals Project bri'efs that a big greC?f} , 

field iddustr.Y' had been finalised under joint sec.tor partner..: 

ship in l{(aldia where among partners the· WBIDC would hold 
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26% of the share, the Tata Tea Limited 24.~99% and the 

remaining 49.01% or the-share would-be held in public<17l 

The-latest addition is Granulated Slag Cement Project 

commencing commercial production of ·Portland Slag Cement 

in the plant near Madhukunda in Purulia 'district. Apar·t fr()m 

this the Corporation has been implementing a number of joint 

seator projects e~g. Biaxially Oriented Polyperpyleme Film 

Project and Polyester Filament Yarn Project at Ba~jora in 

Bankur~~'; At Raldia ~n .. Midn_apor~ ~h~Y. -~'f:.e,, ~.l}ocrr.+ie :F;bre ?ro_j.e(!~ __ _ 
. ' . . . . . . . . . 

and Nitro•Chloro-Benzene Project. A project_for t!Janufaeture 

of toilet soap, Glycerine and s~nthetic detergent, at 

Kalyani ·in joint sector collaboration t'lith Tata oil' Mills 

Co. Ltd. is under consideration of the corporation. West 

Bengal Filaments and Lamps Ltd., a joint sector project of_ -

WBIDC ltd. with M/s. Andrew Yule Co;. Ltd., has taken up a 

project for manufacture of Digital Microwave Communication 

Equipmento 

The WBIDC provides financial assistance in various forms. 

Till the end of Dec.; 1989,_ 454 units tvith a total project 

cost of Rs• 498 crores t<~ere assisted by WBIDC.- From April, 

1989 to D~c., 1989 tne Corporation assisted 9 units with a 
' ' -

tot~l project co·st of Rs, 31.28 croreso. ~riqg ;,tb~:t period 

the Corporation disbursed an amount of Rs• 19•50 crores by 

way of financial assistance to industrial units including 

assistance under State Incentive s.cheme and Central Investment 

subsidy scheme. From 1st April; 1989 to 31st. Deoember,1989 
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the WBIDC sanctioned term loans amounting to ~.514oo lakhs 

to different industrial units which in turn is likely. to. 

catalyse:an investment or Rs. 31.28 c~ores. During 1989-90 

(Till Dec., '89 ); 15 industrial pr~jects assisted by . 

WBIDC involving investment or Rs. 56 crore.s were ,~mplernente~, 

the project mostly being locat_ed in the. backward district.s. 

It has assisted so far 25. units in North Bengal with a 

total project cost or about 35.80 crores. (ts) 

5.4.2:The west Bengal Electronics Industry Development Corporation 

Limited (WEBEL) : 

The ~\fEBEL is setting up one R and D centre jointly vJith 

Department of Ele9tronics at S'alt Lake Electronics Complex •. 

In Electronics Complex at Salt•Lake a n~ber of units h~ve 

started their production and 7 more units have started their . . . 

construction. Here one J;.SIC Design centre is being set up 

by Indian Telephone Industry in collaboratio~ vJith. Depa~tment 

of Electronics. WEBEL Telema~ilt Limited, a joint venture •. 

with Sielens Limited has started productlon of latest 

generation of electronic teleprinters• WEBEL Telecommuni

cation Limited' is. a joint v·enture with Pie~o~Electron1Qs 

and Electricals L~mited for manufacture of V.H.F• 

transreceiver sets and accessories. Another joint venture 

viz.WEBEL SL Energy S-ystems has recently formed \vhicb 
·.' 

implement the project for manufacture of solar PV Cells 
: : ! . 

Modules and Systems. 
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5'.4.3: The West ,Bengal Pharmaceutical and Phytochemical Development 

Corpor~tion ( WBPFDC ): 

The corporation has come to terms with the promotion of 

d~ugs anC4 ~harmaceutical .1nd1lstries in the state. A few 

productio~n units like 8 -~ydroxyquin oli.ne I Diodqhydroxyqui-
- - . . . .... ; . . ' . . . . . . . 

noline and Asprin C!.t ka~yani, etc., have been set up by the 
. . . . .. . ','. ' ' ' ; 

I ,•',; 

Corporat~on.• The commercial production and .sale of Aspirin 

st~r~e~--J~ing. the year. The labp~~t6~y of .the Corporation · : . :· . ·.: ~- ·:~ ·; ~> . ,, ' . . . ' : ,' : ' . 

at· Behciiti:· has e:KPanded. _At Tor~ipkra. in the. 9-i~tric~ ·of 
j • •·• -, ··.~.; :_~;r .. . . _t • • • ~ :. • • • • • • • • • • 

. JC1~paig~t, Construction or a b1lilding for starting .()leoresin/ 

Esse-ntt~i Oil from sp_~ce and N~'Triac9ntanol f'rom sugarcane 
·:~ .· ... : . . : <... . . ~.: ·:! ~r -~- . . . . .. . ... : . ,. . :. ~ 

pre_ss_ m~-~t, .:was comp,le~~~· T~e production. o~ the Infusions·. 

(I) -~t-~>;!is. now u~d~r the ~anag~ment of the Corporation. 

,., ! :.,·:Pi. . . . . , . ·.. . . . , 
The Corporation Ol'ini3 five ga#J.dens ;..._ three in Darjeellng .· 

· dl~tric·~:·~k~d: two" in.- Jal"Qaiguri district. 'l'he Corporation . 

als~ ~:~ri~ges two garden:s in Darje~ling district. The number 
' ' ~: . ' [ . ' ' . . .··• . . : ·; . . . , ' 

ot' Oto1nGd gardens' has increased by·~ one during 1989;.;90 as 'th~ 

. ·t~ the. od~pora tio'n . by t~e state G~vt-. i~ December.~ 1989. The : 

-~~-~po~a,~fb~ .. ~ill ~~n~~~~ct a fa~tory. in. the Hilla 'l'ea Esta·~~:· 
.for manufa~turing made tea for Hilla· an~:Mahua~ ·, : ;;:J>. 

;' .. ; . 
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$' •. 4 •. 5: The -\~est Benga~ Sugar Industries Development Corporat_ion :Ltd. 
. . '\' 

( ·:'!I'JBSIDG :) - : .. . ~. . ' . . . . ' -

. It takes cane crushing operations in -its sugav· Mills at. · 

Abmedpur. •. The CQrporation. organised cultivation on 2000 aer.es 
,, 

of land :.in :the mill command ar~a· c(>Ahmedp~ SUgar· Mill and·:-" 

on· 25'0 aeres ot captive form land -at Eeldangat · for erush:t,ng 

in :the Ahmedpur SUgar Mill, 

. . . . ,, ,, . , I . . ·. j < • ', ' • I ·. . 

5. 4. 6: Th·e lvef;lt Bengal Mineral Development and Trading. Oorperation 

. ( WBMDTC J; 

The Corporation is engaged tri the development or mines 

and trading of minerals., It has opened- new · quarry races and 

set up tvJO- addit1ona1 oru:shers in Paehami Hatgaeha area or' 

Birbhum·di.striet tor commercial-production of stone material$• 
' . ' . ' 

. . 

Corporation has resumed production of Dolomite at Hatipota · 

in .Buxadu~r, Jainti--area; Jalpaiguri. 

5'.1+.7: The. west Bengallndustr~allnfrastructure Development 

GQrpo_l;'a tion- ( WBJ:J;DO ) ; 

The Corporation is ~pgaged tn construction of Growth 

centr.es .in. different districts. lt had set up growth' centres 

in Haldi.a ;; 041dnapore)i Kalyani (Nadia), Kharagpur (Mtdnapore)- _· 
~.: 

and Dabg,r.p.m 'Jalpaigurih Works ~t Uluberia {H?l>lrah), 



Ra~:Lnagar: (Jalpaigur_i), Falta (South 2lr-Parganas) have 

.completed~ . ,:he Corporation bas started work at Bisl:lnupur, 

Coochbehar, Kalyani (Ph. II) and Malda. 

5. 4. 8: frogramme for Sick Un:tts: 

Tbe .Jut~ Modernisation Fund Scheme and the .special 
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Developme~t Fund .Scheme ( ·J.M-.F.s. and s • .r.D~F. ) have come 

to terms with the problems 9f sick units· in jute· industries. 

in ~be state. Till 31.1.1990 a ti:>tal or·ns·. 60•97 <Jro:re·s 

sanctioned to fifteen oases. The amount includes ns·. 5'8. 57 

crores under the JMFS and Rs. 24o crores under SJD;F• For the 

liew C~ntr~l Jute Millst a sick unit, the ~tate GO~t. agreed 

to- an equity contribution of Rs~· 4oo cror'es for the . purpose 
' . 

of rehabilitation: of t·he company. 

·, ·~! - .• . 

For MaYUrakshi Cotton Mil:ls ·Ltd~ another :~ick unit; th~"-' 

·stat'e Gov~~ ·has· released a substantial amount or fund for 

'.r~nova~iori ·of the Mill and commencement of production• The 
. .· , - - I . 

H1aldia un:L.t of th~ Hindustan Fe~tiliser Corporation Ltd. had . ' ' ' .. . - . 

· ,' ' oloseq. .down in August 1·966 and now under consideration of. 

heavy investment·. (m.ore than P.s. 500 crores ) for revamping· 

.. and .rehabilitation. 

5.tt.., 9:. subsidy an~ J,ncentiv~ Schemes~ for Private Sector Units: · 

· . Undexa, Central Investment Subsidy Scheme the . subsidY' on 
fixed oapitai had varied, depending on location, from 10% 



t '·1.;.,.; . 
. 0&. 

t~ 25% w~ th _·a cet.ling . :r:a,ng1ng. from lis~ 10 .lakhs to Rs. 25. l~khs. 

l]nder -the .. n~w sch,eme of 1noentives,. the rate of subsidy. ~as. 

be.en ·raisec;i, varying frqm 15% to 30% w~th a ceiling. ranging 

from Rs• . 15 .lakhs. to 30 lakhs, depe~ding on the l,ocation.. The 

\'lest :aengal .Incentive Scbeme1 1983 bad provis~ons. fo~ _Sales:.. 

_Taxes loans to entreprenurs. In the New Incentive_ Scheme· t~e·ref ·

afe. provision for de-ferred payment of sales•tax for periods. 
• ' • • • • • ' • ' ~ f • 

v:ar.ying fr9m. 5 to 7 years• depending on location. The ceiling_ 

in respect_qf total amo1,1nt of deferrc:ld tax will range ;from. 
' . . . . . . 

Rs. 2e50 croras to_ Rs. 10·50 cro~es in ~~·se' of --~·ew units and 
,, 

from Rs. 1• 75 crores to Rs. 7·35 crares in. case of expansion-

of existing. ones. 

The .. New Incentive, Bch~me ( 1989) ~ 1 9) com~s up t~rith 
pa_ckages ot beni,fl.ts. to entr~prenurs for setting_ up new 

il)dustt~a-1 :units a_s we~l as for e~a:~sion. of existing units .. 

in the state. The development subs:J.dy through-new scheme' · 

covers. 

(1) ·st~mp duty paid for puFchasing or taking lease . of land 

or rGgistration of documents; 

(11) O:barge;:J paid to WE!St Bengal State Electricity Board · 
. . . ~-

or , any .119ensed electric supply OO!Dpany in the stat·e · 

or Greater Calcutta Gas Supply Corporation Ltd:. for 
' '\ ~ ' ' I , : 

. ,drawi~g Ht/Lt power line or Coal Gas pipe l~ne·s; 
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<::barges paid to local body; nqtified authority etc.; · · 
' ·. ' . . . ~ ' . . ' 

! ' '.· 

.ror drawing _water and .sewerage lines; 
·- \•, ' • • • .. '-· ' .. : __ !_. ,' . ' 

.;:,: :_; 
' ' . 

. . ' -

50% of' 'tne fees paid for procurement of know•~ow, · 

_subject to .a ae~ling of Rs. 1 lakh; 

. <f~es paid for conversion of land use in certain cases. 
< < •• , ' J 

'·:J·; t. _,, 

. ' '· '.'' . 

iv:L.) _ an· incentive Q;f ~. 5 lakbs to the fi;rst three Pioneer 
:; •• ' .. ! -· • , • ., • ' r • ; ·_;~ ' 

~n;ts to be :s~t; .fn a new growth. centre (}~eloped by . 
~~ 

I •l ·',' 

, .. 

,, ,. · -t~~¢ .state Gdvt .; '· ·· < ', . ; 

' .·'I 
.. ·- ~- ; . '· ~ 

. r: 
. ' -· .' ~ ' ; 

(vii)· f~f antt.o.poilut~4n measures an incentive@qual to 2fi% 

of~ the investme~~ for conversion of furnace_s etci for 

,, 'switch~ov.e~ ·-rro~{~cQnventional ruiis~ to' piped ec>al.:ga.~ 
· .· ·. ~.~l>ject to ·8-· ~~iitng of Rs• 50 _thousand; . . - , 

'I '. " .. ' . .. • "'; . 

' .. _:-; ' .· ·' 

. ) ·_;. . r ~- ·, -

f. • . 

.(viii) 
'• ' r ' • ~ ' ' ,1 

incentives to Bi'?•Technology units, ~-olar Q..riented ; 
.'· ':':..· 

' ' ' 

leather- g~od~ ~puf'acturing units; too% EXport' 
' < i0 . 

··-oriented .j~Hell~~Y units and 100% Ex];>ort oriented· 
'' ' ' . . . . ~. '-. . ...... "l:~~-

g·~rments:&:'b()sie.ty goods units. 
·,,.,:·· ..• ,, ' .• .. !, ' •.. ' ' 

\ . ' l . i .•. : . • :~ . ' .. ~'; ' . . ..... . 

Fur·ther lib~ra11sat1on of st'ate incentive scheme obs~r-ved 
••• .:·. ,1 ·; • '.· . 

. ,... . ,·. :· ,.· .. 

· in budg~-~- ,_$peach '(1990•:9f) with reference tci' sales tax 

beniftts as:(IO) 
' > • • • 

I. • • 



.-··.'' 

·. :·.i 

(i). Sales tax holiday·~ for a period <lf l:'anging ·fr,om,: 3 to, ~·· 

years dapend:Lng. on the location of the he-W i!lcfus,trfa·l,; . 

units vJill be', available to the entreprenurs··· 

(11) The existing scheme. of def'erred sales tax t'lill be· · 

available as ·an alternative for an increased p(3riQd ·. ··· · · 
·· .. · ... ,, 

·(iii) The cumulative·· fin~noial liml,t 'imp()secf on the amo\lnt 

o~ · examption/ def?rred ·sales tax bas been :Lnc·re?rsed to 

a· maximum c>t Rs:. · l' c:rores and '-Jas linked toJith the. 

c::est of plant and machinery of thf) industri~l uni t• · 

In case of new industrial units having investment ·in 
plant and machinex-y upto Rs. 10 lakl:ls, the ·existing 

incent~ve scheme rela'ting. to sales tax hol~day will 

continue. 

(1v) · · Ill case of e~ansion of existing industrial units. the 

above faciiiti.es of examption/ deferred sales .tax. 'lriill 
' ' ' ' . . ' 

be available on a reduc:ed seale or 2, 3 and 4 ·yeaias .. · 

in· respect of exemption and~' 6 and 7 years _tn 

~aspect of defe~red depen~ing upon the loc~·t:Lon ot 
the indust;>i.es. 

the me.asures have reasoned out that the people who run 

the Govt. are biased tG-wl:lrds state intervention in industrial 

activity •: But, how long will the development c.Gnrporati.Qns . · 

carry on indus.tr!alisat~ion j()b by giving huge amount of money . 



ana· inacbtn·es to less-than•effi.alent minimum size units ~1bich 

all in future will fall 'through because of great13r e~cess 

capacity? Then, how long \.Jill these units await tor -',' . 

rejuvenation? As we ltnO~l ' for last 10· years ••• ·• · •• ~only :.: ,. 

10%: of: tile schemes· for rejmtenat1o:n of 1ndustr1es· has been· 
' (21) ' ' ' ' ' ' ' • ' 

.. , implemented·'. · · , Enteep~eneurs n·eard about state·· incent.tve. ·-·~ ·--' .~. 

so.l)emt?s 1~-. voluble talks that if- the; ·ceme at this moment the 

· , state- facility· tvt.U ·ser.v:.e then as lackey.,. Still the response 

ia very 1ns1gn1f'ioant, In· fact some members of development .. 
. •',I 

bOars tn·the industrial belts of th.G.state are unable to 

give ant explanation for the r·eluetanoe of the ·'entrepreneurs 

to invest tn ·their· areas. T\lere had been rio major investm~nt. · 

1n tllo Durgapur-.Asansole belt in past many years. But. many 

·units !n this ·bel:t ,.have closed down lil~e a paper ·m~ll, 

· alumin1mum factory.,. glass works, a foundry, a unit for·. 

manufacturing so;reen for_ eoal waslleries, a oycle rae tory, 

eeram1a units and a . wheel•mak.1ng unit •. The -latest to have 

closed down ·ts the Hi.ndus·tan Fertilizer Cotoporation in 

DUrgapur• In Du.."gapur•Asansole belt. 80% of· major industries 

are public sector undertald.ngs, 20$ are in· state sector 

. ·ami th.e ·rest ·.1.n prtvats' ·sector. All ·the public sector unt·ts .are 

·runn1ng at loss and all the units ·1n ·the state sector have · 

been los:d;;ng oonoc;:rns ·.from the time of .their commiss Loni.ng • 

.. ·The pathetic s.i.tuation is understood ·by the fact tha.t many 

plots eEu"inarlted for· industries in this zone are lyin~ vacant, 

In Durgapur, tbere are still 4oo acres awaiting accupa.tion 

· by Lridustries. <23) 



'. . ~ 

'·, -

. '. •, 

' -
In eonn(3ation with- modernisation unr~st ·is_ brew in~ here 

and there in W~st Bengal. As we see unrest over.issue of

app(j)intment of' w.Grkers· by tbe cont-ractors ~ngagecl in--execution 

of jobs under the modernisation programme Qf. D •. S•l?• The pr.inciple 
. \' ·: 

' ' that had bee~ framed earlier in consultation with' the state_ 
Govt. and the .different· central trade ·Unio'ns .to-avoid such: .. 

situation did not work -well .• -People were .. to be ~ecru! ted by , 
' 

con true tors from·· an 'agreed list• of workers with names from· ·· 
~ ' • . • . . ' .. . ' ' ' . ' . " .... · .I;:. / . . ~ 

' ' 

when their. supporters whose names t-Jere- on the •agl"eed· listi · 

. wer-e .hired.· ··They· hot-Jever• pr.otested l>Jhene\1er SUP,PO~tel's o.f' · .. •· 

the I~TUO were. to be g~V:.en appointmenti .Even a · _eeas~\'IOrk • 

.· w.as obs.erved by the CiliT Wnen INTUC worke_rs were allowed to · 

go the· si~e- and that impeded the progress of: w~rk• The· 
.' ' . ',, ' 

meeting to solve the deadlock recently proved to be 1n·e.ffeotlve• 

There we1•~ - . even clashes also between the supporters or 
two unions at the work ··sites. <24>Tnis- type of probiem pu'ts' -. 

strain U!)OO the Ol\mers · <l>f manufacturing units elsev1here in 

. west :aengal and the question of oapae1ty expansion turns~ · 
'' ., 

over fui;ure workers' trouble 1.!1 their upits.-. Being ':aware ~r 

.trouble· at length the entrepreneu!'s reveal their pre~erence .. , 

to ·add new technology without appointing men in th?ir unit_s'_. 
. . ·- / 

where only workers dQ not stand out against. tht·s. additiori.- . -
. . . ~~: . ' .· . ·. {.. . .~ . . ~" .. ~<·'::_ ... : 

So_,we go ahead ot the study for response of ~apital labol:lr '_ 
' \.~!~(<·-~: 

ratio to ·the growth rate of labour produet;1vitY • .. , . __ ....::_;,.;.;;._.~-' ----
·CITU: Union leaded·by Oommunist Paz?. 
INTUC: Union leaded by Congress Party~ 

:' 

\ ' 
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CHAPf.i!:$R • VI • . 

A Sl'OOY OF "RESPONSE" OF CAPITA~ LABOUR RATIO TO T,HE 

GROWTH RATE OF LABOUR PRODUCTIVITY FOR . 

THE POTENTIAL REDUCTION OF . ' 

EXCESS CAPACITY. 

6.o: Capital labour ratio represents the intensity of industry 

in the produotion operation. A higher amount· of' capital per · 

man may filiae the produQtivity or tnan not only by quantity . 

but also by qualitY ot production, It ls a going and needed 

test df every entr'ep:reneur to select an optimum combination 

o·r capital and labour :t:n ·production operation fo·r bett·er 

income tdlich highly encourage him to see the· use O"f capi~al: •· • · , · 

and capital. series corrected for t-ates. of capacity uttliza.~/ 

tion. ( t) so, the estimation of another production function, · 
. . . 

requires obsel'Vation on capital for capacity utilization.-

.As long as t932 Hicks noted that in. the absence of 

teahno·logical change an in areas ing capital/labour ratio might 



i'. ~ 

induce a tendency to-wards a diminishing elasticity of 

substitution, thereby at least implicit~ recognizing the 

possibility of a variable elasticity of substitution.<2> 
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This statement seems to have encouraged writers to introduce 

. the v·ariablE) Elastici~y of substitution_ (VES) prc;>duction 

function or one f'~rm or another.designat1og t~em homotheti.o 

or transcendental production function.<3) 

6.1~ The VES.Produotion Function: As a Measure of Intensity: 

The VES production function explicity permits the capital 
. ' 

labo\U' ratio tQ bean explanatory variable of produotiv:ity.<4) 

A com};>rehensive stl,l.dy by Hild~.brand and Liu has shown the 

weakness of the Cli:S Productie>nf'unotion in which efficiency 

parametet;' has, a downward bias because of om iss ion of the 

variable. ·(K/ 1 ) 9 for "t-Ihich ~t does not explain the productivity 

var~ation in a majQrity .Qf industries.(~) The VES produotio,n 

function overcomes this defect of the CES. The funation can 

be stated as: 

- . .;;. p <KI )- - ·,~ (1+ ,o ) p - 1 
V=A{_ ~ K · +( 1 • 6 ) L. . • L - J P •.• :. 6.1 

The function can be stated in stochastic ferm <?> Here ~ 
A, o and P are efficiency, distribution and substitution 

parameter respectlvely •. In this function ·i.L is important 

parameter which holds an important explanation as when u )G t 



a "blgher' product per man is obtained by increasing the capital 

per ;worker, or in t;>ther words by introducing a more 'capital 

intensive. ~roc ass of production .. (7) when u = o , w~ get 

identical ·results £rom #he CBS and the VES production function. 

The VES differs from CES in· one important. respect. The 

cBs requires that the elasticity of substitution be the same· 

at all points of' an iso-quant, independent of the level of 

output, heoee at all·points .of. the iso-quant map. The VSS 

. ·<· 

on the other hand, requires that this substitution parameter 

should be the same ·only \'Jllen on the ray f'rom the origin. (B)· .. 

In this analysis we are interested to through light on the . 

response of capitai. For·· this vJe break the runetton fo find 

out. IJ, and other parameters. We 'lllrite again the 'VES production 

functtori f'or ·steps tol>mrds mbdificatiori • 
. I' 

1 

v = AC:§ K- p + ( 1 - I} ) ( t )- I£ ( 1+ ,0 ) • L -: ,0 J - E 

For mbdification t>Je have, 

1 
V = A/:··L.:.>p-5. ~ ( f r··p + (1 .... 6 ){ f ·). u (1+P) JJ- p 

v =lt.L L-( t ) -.p i 6 + ( 1 - 6 )( 'f ) -- u ( 1 + p) + ,;p -) J 
1 

/0 p --, K .L,_ (1- !>!. )(. _LK )·- et.(1 +.) + J- P =A;L·t·. 0 + u 

1 -· 
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Taking log· of both sides, 

V - U{1+,o)+P 
tr · 1 - K log(r;) =log A +log(!)~ p log L o+ (1 .... a><t> J 

When r < £t , P ) = log L- o + ( 1 

vie have,. 

log (~):. = log A + lQ~,(~) · ... ) L- f( u, P )J. 

Now Taylor's ser.i.e~ expression of' two variables commited as 
u and p in the familiar form, ( 9) 

f( t(. + o, 
;:· 

o :+ n ) = f(o,o)+( u~ + p ~- ) ·rco,o)+ J:-2 (U ,.;Q. -+(JJl. 2 ,-.. ~u ov w: -::J~ ~> 
~ · au uV 

1 a . p· a 3 f(O,O ) + !! (4ou + . ai' ) f ( O,O)+ ·._ •••• eo ....... . 

taking f ( u , p ) as r ( u,v ) 



'·.··. 

... · 

·;; .. 
·-'· .. ' _.,,_ 

r· .. 

. : ' 

, ' 

': ,\, 

:· . .. 
. -; 
. . . . . ' 

. .... , .. 

.,_. ·. 

,, 
' ' 

-~ ····_J 
... > 
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so, 
·. K -u(1+v)+v 

f{u;v) = log L- fJ + .(1 • 6 ><t> . J 

,· 

·when u = 0 and, v = o ' } ·. 

Now L-utn +P ~· ~ ,r :<:~1~, ,v )' 
• • '.ol 

=L- u.·.~l.· +P. ~. "J .£.-log .... ~:.~··~.' .. (1 > '> ·~u·< 1 +v)+v 
. . o:L~. .~v· " .. ~ . . ·- 5 <t · · . '· . :JJ • 

'· · :, , · ·•u(1+v)+v T 

·~ L-ti '(1 .... a) i:·-.(1+v)'l <fl · . .'lo~·<t> + P · (1· • 9) .: 
·. _-, ... : '; 

; n , , K ~u ( 1 +v) +v. , E , 
(-u.+1)(L) _. .•• log(L) J , I, 

i.' .·· ·_ 
. i'- ·,: .-.· 

= 
. ! : , · , . · K ""' u ( 1 +v )~1-V '2 

· £ ;Q. + 'n· ·.;.. a > <t> . · 1 . 

• .. ~ J c 

When u = 0 and v = 0 i·~.e~ the expression fo,r 
. ' -~ . 

<ulu .~Jit .. :~ )f(o,o)= u. t· (1 ~ 6 )(-1) 1 log<f>+P(1 - ~··)log<f> 

= log (~ ) l JJ < 1 - a ) - tt < 1 - a ) 1 . 
,·_' . 

= {1 -·& ){,o -4) log{~) .. .-.·-

'·: 

,_.. J 

' ,~. ~. 

-. _j 
;'' ,·'-.· 
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Again i'ol" 1 - a a 2 
"'7 < 4ru + ..o _a;:_ > r < u, v >. 

for conveni,emce the. p~rt defferentiation is ~s~1gned here as for 

3rd. rorm • 

. ~ ~.. _ _ · 2 -K -u(1+V)+v 1 . .:. 2 
f.t L ( 1 - 6 ) { 1 +v) <t ) • ~ log ( L) l X f o + ( 1 - o ) 

T( . •u(1+v)+v . •u(1+v)+v (_ -t ) - ·.. j • (1 -. 0 ) ~ • ( 1 +V) } •- ( f> -
'' 

.log<t>x(1- 6 ) £-(1+v><f>-u(
1
+v)+Y'.log(t>J 

. a2 -c ~ J = _____ ........_ _______________ _ 

em - K <!!OU(1+V)+v 2 i: 9 ·+ _('l . - . If; ) <:r) .• ,) 

-· 2 --- - -· 2· K -u(1+v)+v K ? iu,p~v>+v:, 
.c:j ~ C(-1• a )(1+v)· <y;>- • ~log <y;)lF~X q. ~ +(1• ")(L) l 

. _ ~ -u(1+v)+v - _ 
-(1• e>2t ~1+v)2·< ~<t> !2 t log<f> s2J = __________________________ ....,... ·_,._:· 

!\ •u(1+v)+v 2 f o + <1 - 8 ) (L) J 
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K .-u(1 +v )+v. K •u(1 +v)+v · 
• < y;> ... < ·1 - o > < t > . . l J 

= ------~~----~~------K.-~-u~.{~1+~v~)~+-v __ 
2 
____________ __ 

to+(1:~'!.><1;> l 

' ''• 

= __ , _____ ....,.;_. .......... "+. '--i----...-........ __,....--
.• ; . K: ""u(1+v)+v .· ·~ 

' o <1 - a:> <r> r 
; . 

. . . ,·' 

,· ·;·:- ·.· 
" .. ; ·;._; 

'! ··' 

c . 

. ·.,:: 

. ; . · _ -u(1+v)+v . ·.. K •u~1:t~)+v ·. · 
. X' f ·6 +{1- 15 ) <f> . )"" (1~ · 0 ) (-u+1) {y;) ,~ ;''· . · 

-· ... : ·};. .·:. ~' . 

2 
For P! ~2 = ___ . .,_,·--i.;~ .. -------K-_-u_(_1-+v-.-)+-v--

2

-. ___ ..........,.·.~···_ ... _. __ 

. { o +< 1 e > <r > 1 

2 . 2 K· •U(,+v)+v 2.. K ... 2 -
~(1· 0 ) ~-u+1). { <y;J. . j. t leg(y;) ·'1 J 

\, ... 

•'. 

= ----------------------------~~~-----------------~~---
(
. K)-u(1+v)+v 2 · ;··> . 

{ 6 + . 1 - o ) ( L. l ' . 
,-,; '; .... 

',_: I • 
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K -u(1+v)+v 
- (1- 0 ).'(y;) l J 

= ~---------------~------------~---------------------
, K -u(1+v)+v _ ... 

i 0 +{ 1 - ~ ><r:> . } c. 

2 -· 2 r< -u(1+v)+v K 2 
P 0 (1 ~ 6 )(-u+1) <t> · • f log <t>J 

··- ·ur1..~..v )-...... K ~ ' • : "TCV . 2 
fo.+(1 •o><r> » . 

. K -u(1+v)+v K. .. 
2 X ( 1 ~ 0 ) £ - ( 1 +v ) ~ <y;) · • tog ( t) J 

F . • "' . . a - ---.-,--------'"---:-~..------------,or, c. fJ u- - ) Bucw ) K)-u(1+v +v . 2 
'a ~-, < .1 - ·o • <r: l 

; f 

. K -u(1+v)+v 2 
£o+(1-~o·h<y;> .. · ~ ~<1-o)- i -(1+v) J(•u+1) 

. K -u(1+v)+v . 2 
€ <r:> } { log <f> 1 2 J 

= ------------------------~~~----------------! ... u(1+v)+v 2 { o +( 1 ... o ) (L) l 



.';~ 

= --~--------------,-------------------------

= 

· " . K;,-u(1:t-v)+v 2 
{ .<) +(1• 0 ) <t> l 

· . ·~ ~u(1+v)+v · ·. · · 
2 p 4 0 (1• ·a) ( ~(1+v) ·i ~-u+t><f> f log<f<> 12 

I' t 
0 

( • : •, ! 

tak~ng u = 0 and vi::: o, Then arranging we have; 
~·-;' . 

. ;i.;,' 
' ... ::. 

·.::-·· 

= 'b z- tt 2 o . ~ . 1- Q. ? l;f?g<f) ~ 2 + P ' < 1- Q > t :Log <f> l 2 
J~;": . 

. '•. 

= t L- 0 (1• 0 )'·'(.·log<fi·} 12 :i:~~2 + JO'J.- 2 ~. ~ JJ 

' ' 

For fC:t.rth term we have;> 
. ;•· . 
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For <:onven!.enc~ tne part qifferent1.at~on i.s assign~ble as for: 

3 .,: · . 3 K •u(1+v)+v · K .':1 

u · L-:o_-(1 ·-t~ 0 ) f•'(1+v) ) · (-) · i log{--) 2 ~· · ·· ··.. . · . L · L ' '·.:-

; K -u(1+v)+v 2 . 2 K .-u(1+v)+v 
x fo~O ... o ><r~ 1 -a (1 -·a. )(1+v) (~) : 

l' 
. - ) . ~ ·. 

K -u(1 +v )+v l+ 
£ Q +( 1 ~. ,. ) <y;> . . l 

. . . . . 2 . K -u(1+v)~·v 
-2 6 <t-e) t 0 +(1 -o ><1> 1 t ;..(1+v) J 

, .. · :,;.;u(1+v)+v · . . 
r ., f> > . . ) 2 t log (f) l 3 J ''"'· 

= ----~-------~~----·---------------------------------
K -u(1 +v )+v 4 · ; · t· o7f" < 1. .-· o ) < 1 ) . } 

3. . . ·. . . . . 3 K -u(1+v)+v . K . (1 . )+ 
. (A; L~a(1•o) { •(1+v) j · (y:) X fa +(1..; 0 )(1)-u +v ""1 

. . K -u(1+v)+v, K ... u(1+y)+v 
r o +(1- o Hy;>. ·. -2(1-o >.<r:> . J J 

= ----------·---------~------------------~---------



' . ' 

-: '; 

When u = 0 and v = 0 we have, 
~) 

. . K -u(1+v)+v 2 . . . 2 · 
, X ~ Q (+ ( 1 .;; o ) • ( r;;). ' - l . -.. { ·6. .. (1.;; ,6 ) ( •u + 1 ) 
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-u{1'+i)+v .· · · •u(1+v)+v 
• <f> '· .. · t log(~)2X 2 t o +(1• 6 Hf> l 

:V,or --3 a3 
'fl ~v3.= ----~. --<~': --~-------,---------

u ;.;u(1,+v )+v ,, : 
1 J:. ) ( K ) . -~ ·. - " . .... ;. "t. i -.... L ,. s. , 

_ ,; K -u(1+v )+v K 
X ( <.1t: 6 )(-u+1 )(y;) • ~ log(r;) iJ 

. r! 

·:· · '> · . . · . · -_: ( · · "'"' - u ( 1 +~ ) +v · . ' · , 
p 3t,-o (1~o ·}(•u+t>3<t>" · .. , • l log<f> i3 

l (J-+(1~ o·;(f)~uq+v)+v j2 - 2 o (1 .; o )2 (.;ou+1 )3 X 
·::· 

i ' 

. K .•ui(1;+v )+v. 2 K 3 
-t <y;> f ·_ . . i £ log. (y;). f J 

-' '' ' ·' .· 

= --------~~-------------~---------
, . K -u(1+v)+v .,4 

.. f cS +{ 1: - 0 ) <t) ' 1 
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When u · = o and V: = 09 . t-1e have 
',\· 

I .:. 

·; 2 . .:_. . . 2 K -u(1+v)+v 
' 3 u·p. L 5 (1 ... o )(1+v) (.o.u+1 h (L) · 

'· 

j ... u(1+v)+V . . 
&.(1- a )(1+v)?<fJ .. .,. .... ~log(~) l 2 

. . ..··.., K •u(1+v)+v . . K ...,u.(1'+v)+v 
X 2 i a+(1~ o ){t) l X(1- 5 Ht> ·. · 

K . 
';\ for 3 fJ.2 p a2 ' = ______________ <_·u_+_1_>_~l_o_g_..::(y;~>_J..,.. _. -

. a· u2a v .· K .u{1+v)+V 4 H': 

·« a + < 1 ~ a . > <t > -. 1 

· _ · . -l.t(1+v)+v · 2 2 · · xJ:& +(1• a ><f> l - 2 B (1- a) (1+v)
2 (-u+1) 

.· . ~u(1+v)+v K -u(1+v)+v 12 
£ 6 +(1- 8 ) (~) : l ~ (1• 6 ) 1 l <t> 

~ log<f> 13 J 
=--------------~~------------------------_._ 

· K -u(1-fv)+v ~ 4 
( & +(1 • 6 ) <t> J 
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. . •u(1+v)+v · . -u{1+v)+v 
t·o+{1· o><f> . l i o+(1- a><f> 

. .-u(1+v)+v 
.•2(1• 6 ) <f) } J 

= 

t~hen u = 0 and v = 0 then \<Je have, 

.. 2. 2 _ . •u(1+v)+v 
3 U..o L. 0 (1 .. Q )( ... u+1 >2 t ... (1+v) j <f> 

. -u(t-t·v)+v . 
• ilog<f> J 3x·tt$+(1+.e. )(f) } 2-o(t- a )(-u+1·)2 

T ( · ) . .· -u(1'+v )+v 
• <j>-u 1+v +v. £ l()~i<f> l 2X2 ta+(1·o).(f> ') 

. . . . K -u ( 1 +v )+v . K _ 
2 . X ( (1- a) t- (1+v)' 1 • <t> ·. {log(t) L/ 

For 3Up2 0 . - = ---------------------
~v2~ ·u· . ~- ~u(t+v)+v . h 
u u t 0 + ( 1 .. 0 ) <t) \ ! . 
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3 up2- 2 K,-u(1+v)+v K 3-- - L o (1• a ><-u+1 > t -<1+v> 1 <r:> .t .log<y:> 1 

X-~ ,6 +(1'"!' 6)(t)-u(1+v)+v 12- 2 i (1- 6}(~u+1 )~ ( -(1+v) \ 

- '!"u(1+v)+v - -u(1+v)+va. 
X{ a+(1- 6 ><f> 1 ( <f> H log<f> 13 J 

= 

2 - 2 K -u(1+v )+v v 3 
3 1.t p L 8 <1- o ><-u+1 > t-<1+v> 1 <r:> • r log<t> 1 

. · K •ti(1+v)+v K -u(1+v)+v 
X t d +(1- o>• <t> J I o +(1- <i ). <1> 

. K -u(1+v)+v _ 
•2(1- 0 ). <t> J _/ 

= _ . · K •u(1+v)+v 4 
€ a +(1•o ><r;> J 

when u = 0 and v = 0 then we have 

=- 3 u IJ2L-o (1- o) flog(~) 13 r 1- 2(1· cS) 1J 

::: "" 3 u p 2L-o (1 - o )(2 6""1 > t log<t> J 3J 

Now, rearranging the forth term we have, 

t L-.,;P3 ~(1- o )(2 cS ~1) t log(~) 13 -3 p 2 f1.tr (1- 0 )(2 o -1) { log<f> '!3 

+3p u2 q {1• 0 )(2 6-1) £ log<f> }3- u30(1- a· )(2 6-1) flog<f> 1~J 



... 
•. 

= t L-:-o (1•o H2o -1 > f log<f> 13 £p3-3 p 2u + 3 p u2- u3jJ 

= t L-o (1• 6 }(2 6--1 )( ,o • u )3 {log<f> )3 J 
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Finally; .. 

log(~)= 16g A +lo-~(~)j(J"t:~ +<1- &)(JO- u )lo~<f>+ t.6.(t;; 0)(p~IJ.)2 
! , ,~' !' I : ', t ' 

. ' 

i log(f) 12 + t .o (1- o )(2 6 (~ 1 ) ( ,.o ;... t.q3 ·1 log<f> 13 J 

. . K·· 1 K 1 
=log A+ log(L~ -~ q • o)(,.o_.- U),,log(L)·~-2;o 6,(1~ o>: 

(/J- L£)
2 (l()~<f) l~ ... 6~-- ~( 1~ 6)~2 q.~_1)(j0- ~ )~ 

K 3 £ log <t") , ..• 

Hence, 

lo& <t> = log A + {1 ""; q~ o )( p ;... U )jlog<f> .~ ibo 6 (1.;. o )~ 

. ( p .• V. >2 ~ log <f> } 2 
- ~ o (1- 9 )(2 6 -1 .. H p ;.; IJ. >

3 

. f 

•••••• (6.2) 

The above expression of VES production function is verified with 

the expression· of CES production function by taking u = O.· The 
expression for CES production function is as follows: 

·. 6 ('- 6 2 
log(v/ ) = log A+ o· log(K/ ) ... P ·· 1 · l C log(K/ :Z . · L . · L 2 · L 

2 
- p (1 .cj6)- (2o .... 1)L-log(K/L)_I ••••• (6;3) 

Now we regress log(V)L? on log(K/1 ); L-iog·(K;1)J
2

and L-log(K/1)J
3 

and find out the co•effic-ients for the expression of VES production· 
0 I ... 

function a·SI mentio'ned in. equation 'No• 6·.2 • From the co-~fficients of 

the expression we find ·out the· value of the parameters for the VES 

prod~ction tqnction• 

.\ 



.··~ ·· 6•2: .. : The. Emptrioal Respon,se bfi th.e Function in Registered Manufacn~u'!" 
. ; 

ring Sector of West Bengal: 

We study this attention on West Bengal for Registered 

Manufacturing ·sector wherein 8(eight) .3•digited int1;1:1stry groups 
' . . 

. . 
of census sector have been chosen as sample to catch a literature 

' . 

on the •response• of capital. to the productivity of labour~· we 

use the data from the census factories in the ASI Frame which 

b·ears the records :for the y$er 1977•78•·(10)Through the cross 

section data we find the following results; 

Industry Group 251. 

Jute and Mesta spinning and Weaving. 

Equation for· mimber of ()bsarvations: 33· 
' 

(0.1383) (0•015120) 

t~29) (2~5901) (·2;,3053} (4,6321) (-3· 6289) 

From· the equation we have 

so, A = antilog 3,3701 = 5624. 

Again, ( by 2nd co•effielent) . 

1 . ' '· 1 - p (1 ... 6 ) (p .- u. ) =r-1· 65o.tJ 



so, 
. 1 ( 1 . . ) {.A. -· - . - o- ,..., -p • • • • • • • • • 

Another eo-efficLc.mt. (2nd.) 

- .-rl, 8 (1 - o > < JO - e.r. )
2 = o.64oa • • • • • < 6. 5) 

5 ( p - 4) = -:0.1207097 . • ••• (6.6) 

Again we have, ( from 3rd and 4th Co• effie Lent): 

or, ( 2 ~- 1) ( 10 - U ) = • · 0,.0285424 •••• ( 6.7) 

DlvtdLng ( 6.7);by ( 6•6) we 11ave, 

1 . 
2: - . ~- = o. 02.85424 6 '• 

' ' ' . 

Hence 0 = 0~5670396 
'. ·' 

tO ... u = -o. 21287'1 

,0 = - o. 034-7237. 

and lJ, = 0.1781533. 

Here we construct 'the VES. function by the parameters: 

v = 5624 L-0.5670396K0..034723'1 + (1•0.5670396} 

186 

' ' 

. . . , · ', . , . . . : . , ' I ~ 1·· 
• (K/!)•·0~ 17815~3(1·0~0347237) .L -0.034723?J ~0.~0:-:o3~47=2~37=-.-



. .- • .. " 

.. · ... 
. . :. -~. 

,'' '•' 

. '-~ -~' 

. ·~ 

,·.·:,_ ,\' 

t* 
11 

Industry Group 31.3. 

·' 

· ~anufacture· .of' Dr~s. and )ledlc.ines • 
. ·Equation for .nur.aber of observation :· 15. 

.. ; 

......... 

From the .co-effic~ent~ ... of the equati~n >.ve, find ·,put the · · 
:' 

parameters by previo'us Metnod; 

~. = 9. 900 ' .. ' 

~ =·0.502792 
p" = ·-~3•018431 

f); = !7-2 .. 36485'6. 

, .. · 
: 

By these parame:ters we· con·struct the VES production 
function for the Industry Group: 

. • . i . • • 

:_ ·.: 

.. ' :~ 

. ·.· .--

;··: 

.-__ ._ ., 

·. ~:- ' . 
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Industry Group 330.: 

·Iran.and·Stael Industries •. 

Equation for number of observations :21·• 
·:,· 

-6.ao7lt+4i4950l9g <~lr,>-o. 45a9Clog (K/ 1)J
2 
+e. ooo14996 L-log (K/ 1>.:/' :· 

' . . . - ' '· ' 
. . .~ ' 

(0.4113 ) 

:... .. 
.,.~ ; 

2 ·. 
R = o.43 w • D = 1.7038 

From the co .. efficients of the :,~ equation we find out the 

parameters as; 

A = .6418~05. 

& = 6. 5'004146 

JO = 0,0187,31 

t£ = 04!14994610 

By these parameters the production function is: 

· · ~o.o1a7531 · 
V = .6418E-O' L0.5004146 K . + (1 - 0.5004146 ) 

,· ;' 

1 
. K -o.1499lt61 (1+0.o1a7531 > • 0 •. 0187, 31 . - o·.o1a753t 
• < lr) .L J · 



!..:· 

<·->_~1;89 
,·.'' · .. 

:tndust~y Gr;oup 331. 

Fo,mdries for casting and forging iron and sbeel~ 

Eq1lati,on for. number of observations; : 15• 

_, .,... . -- .. •·. ~.:· .: 

- s.E. < o.?365 > < ~94,21 > < 11+7.35) (1.?42a > 
' . 

* _ F (,jjl1 )=- 4.?648 

2 ' ' 
R = 0•57 Dw = 2.74o3. 

' ' ' 

From the co-efficients o.f the equation the parameters are: 
' ' 

A = .1379 

Q =' 0•-.4995653 

' 

JO = o.ooo5479 

u = o-.,4992606 

By these parameters the production funot1Qt:t is~ 



'0.:. ·' 

' .. ·:-· 
·~ . -' . ,.· 

I· .• • 

. . : . .. -~~ 
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Industry Group: 31to. 

.-, · .. 

Manufacture of fabricated metal products such' as metal cans 

from tin•plate,. terne pl~te or enamelled sheet metal, metal · 

... shi~ping cont,ainer.s parrels, drums; kegs., pails, safes vault~, 

enamelled sanitary products. <1 1 ) . 

. Equatioil for number or observations : 1a. 
• , I • _;; , , '•'. ,. ", ' • ~ • , . , t 

l' ,:.J 

. - .I 

' . ' 

From thEr Co ... efficients Of the equatic:m the parameters arer ' 

A =. 5'325 

0 = '0•513'7303 
.. 

. p ;:: 1• 6235427 

u = 3.1597109 

Hence the VES production function for. the industry Group:· 

. . ' •1.' 6235427 
v = 5325 ·co.51373o3 K + <1 - o•5t37303 > 

1 



_;-
\ ·.-. 

Industry Group ; 231. 

Cotton spinning; \-leaving, shrinking, sanforizing 

mercerising and finishing of cotton textiles in mills-. 

The equation for number of observatio~s: 18,. 

2 . 
a = o,72 

From the co..i.effic:Lonts of the equation the parameters 

are as noted; 

A = 5'496 

0 
-::; o,J6237.i8 

,10 = •o.d:>oo,'31:'d9 

b = 0•227665'5' 

By these parameters the VES production function for the 

industry group • 

- . 0.0003139 v ::: 5496 L· 0•5'6237~8 K + ( 1 •0 .• 56237.38) 

•. (K/ )
-o •. 2276655 (1•o.ooo3139 .o.ooo313J9 • 

1
3139 o.ooo~ ·· .... · 

L . ,.L . 

.,, 

, .. ~ .· 



Industry group: 356 

M~n~fact:u.re altera.~ion and repair of general items 

·or 'ncm.-electri(:al machinery, components, equipment 

and acc~sso~ieSi · 

The. equation for number of observations~ ·6. 

t F = 19.2 (3,2). 

From the _Co ... effic.ient of the equation the follOwing 

parameters' are;: .. ' 

A = ; ~-2143' E ... 60 

6 = 0.:5610143 

;o = '0~{)020€316 

u = Ot~2241262. 

By this parameters the function :Ls: 

. ' ' .. ~0.0020816 
v = .2143:s-6oL~o.561o143 K · + <1 • o.561o143> 

Kl >""o.2241262(1+o.oo20816) 0 • 0020816 .J· - 0 • 00~0816~,. • ( . L ' ' ' .,.L . . . . 

... ·. 

... :' 



Industry, Group : 343• 

Manufacture of hand tools and genereal hardware. 

The equation for number of observations: a. 

:· l t 

(102.02 ) ( 1.0663 ) 

- ' 

(0.1449 ) ( •0.137~ ) (0.1426 ) 
·\ 

(o.1372 ) 

2 
R = 0 .. 39 

li't ,- . = 6~39 
(3,4) 

Since, the. co-efficients are statistically very 

insi.~nifi.cant, \'1e 'set·. the K1menta ap{Jro::~j.mation of the 
'' . 

CES produvtion function for the same number of observation. 

!:he equatio.n for K'menta appl"oximation is; 

s.E. (0.5723) ( 0.1318 ) ( 392.11} ( 196.12 ) 

* t4 ( -2•5920 ) (' J. 9662) ( -0'.3439 ) ( 0~3479 ) 

T~. = 2.1J2 * F (3, 4)= 9.8825 t 
F(3,4)= 6.39 

Dw = 2.3577. 

So, for the industry group 343 we are away from decision 

making as the numb~r of observations are oot sufficient to 

have a good fit multiple regression line. 

.·',': 
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From the results we find the fact that the VES production 

function.is consistent and dominant in some important homogeneous 

and finer cJ,.ass of 1ndustries under Registered Manufacturing 

sector of We'st· Bengal. It lends substantial support to the fact 

that the VES production function is a more relevant hypothesis 

for Indian industries compare to the homogeneous production 

function. The capital labour ratio variable is also an extreme~y 

important variable which cannot be ignorep. in explaining 

productiv1tyf1 2 > 

Most of' the studies relating to estimation of production 

function show a decline in the capital productivity and an 

increase in labour productivity, Mostly because of capital 

intensity in Indian Industries. (13>we find no excepticm for 

this. Here we have no answer for other place in India where 

inves·tors increase capital inten~l.ty and follO\'J labour displacing 

technology. when labour productivity is high. We have answer 

for · west Bengal,. 

Here for all these industrt'es since, j,·tt"Jt:l~ a higher product 

per man is obtained by· inc:t'easing the capital per workert so, 

capital intensive method ot pro.duction is preferred to all 

the seveD industry groups in West Benga~. Here more and more 

capital in need of higher productivity of labour is likely to 

:l,nduce the manufacturing unit to use more capacity in existence, 

It reveals that the investors of West Bengal industries increase 

their capital intensity in industry as here labour productivity 

is sufficiently low for which investigation may be of 

exp,lorE-:tory type. 
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6.3: The Exploration of Function of the Units under the Industry 

Gro'llps: 

... 

For jute: and mesta spinn+ng, weaving and finishing works 

(industz:oy group 2'1) :under factory system, ma:i.hiLy in Howrah 
.,;:. 

and hoog~ly area, we find tragj.c. suffer.ing of the industry.,· 

which onc:e .had a domin.~t ro~e. i.n .economic life of .Bengal• 
' ~:: 

" 

The compe.ti~1on from substitutes Vi()lently disrupted t,J;l~ 
,;. • J ' ·,. 

- ·industry 'afil jute manufactures are nol'J commanding uneconomic 
. ' • t 

prices iri the. international marltets• Besides s.et..;back here· 

'almost all faoto:r;-ies produce only cer.tain· type of goods 

requir~d traditionally so far, as in cert~in markets • ft4) 
' 'I ' ' 

. ' 

The recruitment· ~n jute industries has already been stoped 

for a o.eeade and in some. units the staffs a;re eager for 
' ' ;, '! 

·,. taking eariy retirement• Few jute mills are. engage¢! in 
'--., ~ . 

·,. 

sel·li·ng their land to building promoters~ 1.n al.mQ st all 

factories .. there exist old, \-Jorn~out and obs(jlete machinery. 

Only a few· J'u·te mills are running in well condition as• 
' ·, . . . ~ 

Calcutta Jute lv1fg•. Co• Ltd•, Anglo Indian Jute l-1ill, Aucland 

Jute Mills,. Kelvin c)"u.t'a·~,.co •. Ltd., HukumchanCJ. Jute lvlills, 

Birla Jut.e Mfg ~ co. Ltd• Empire s:ute and Baranagar Jute fey 

Co. ltd. JIJan.v are likely to be closed as lea~s a.nd subsidies 

\rlon 't pull them a long time~ These are Union Jute. (Jo~ Ltd.; 

(Cal),Khardh Jute Mill at· Titagarh,_Anglo Indian low Jute 

Mill at J~gatdal; Sri Ram ~ute l~ill, Sri Hanuman J"uf,;e Mill, 

Premclland J"ute Mill, Naskarpur Jute Mill Co. Ltd and \vell-i~gton 

Jute Mill at Rishra in Hooghly. 
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Now, .~esearch on jute is a positive endeavour tG·,diver~ify 
. .' 

productio·n. as it t·s sometimes combined with wool in carpets 

and with cotton, linen or silk in draparies or novalty dress· 
--.•.. ·.,·r·: ' • 

fabrics. The outcome of research has proved that the effect 

of capital for modern dyeing, printing bleaching and artistic 

lfle(lving is a fillip to the productit tty of labour. 

The pharmaceutical works, unde.r industry group 313, in 

Wes·t Bengal had been developed in early sixties-, 1r1hen many 

establishments an9, Cahoots· came into force, The then production 

of Ayurvadic medicines in the form of granule, Kejal; liquid; 

oil; powder; ointment and syrup have imposed impression in the 

minds of people through the establishments like Sadhana 

Auahadhalaya and Dabar• Homoeopathid medicines being the 

cheapest among all types of drugs and.medicines are now 

becoming popular in poor mass for which the Economic Homeo 

Pharmacy and National Hameo Laborat;ary wage into better days·. 

For the production of bio-chemic and chemical medicines many 

units set up modern machines which are although not ahead of 

their times for quality production but indispensable for 

labour productivity and·market. We observe modern set of machines 

in these units like Bengal Chemical & Pharmaceutical Works Ltd.? 

Smith stamistreett Albert Devid Ltd., Dey's Medical Store (Mfg), 

East India Pharmaceutical Works Ltd., Standard Pharmaceutical 

Works Ltd.&Rallis India Ltd.; ( Pharmaceutical Div. ) • Due to 

dessidence with labour organisation for modern machines few 

units lik.e Dy-SE Chems Ltd,,EMKE Pharmaceutical Ltd. BMG 

Pharmaceutical &Balahari Sarkar and Bros. have designed in 



·:themselves to create ill t-Jill as they can't ~o thro~gh .he~v.e 

after the hatchet.· 

Even ,greater efficiency and speed were achieved \'lith the 
' 

introduction of the continous casting method .in different steel 
•' ' ' , ' , I 

mills under industry Group 330 in West Bengal, the total produc~ 

tion in the year 1988 was not a cut above the production for the 

year 1978"' The causes for deberioration sf production in different 

units were surveyed;. The entrepreneurs from:the units like K.R• 

steel Uniouns Pvt• Ltd• at Nadia; Hind Wire Industries Ltd at 

Sukchart Bengal Steel Industries Pvtt~ Ltd• at Agarpara, Bharartya 

(Com) Co~ Pvt. Ltd in 24 Parganas, Chaliha Rolling Mills Pvt. Ltd. 

in Calcutta, swastika steel & Allied product, Bhagawati steel 

(P) ltd~.· and Chowdhury Iron co. (P) Ltd, at Howrah op~ned that 
' ' 

' ' ' 

.the producers from outside_ states regularly rig the market and 
0, ' I ! ' •, ,· 

brought them to a stalemate. By this~ many units at Howrah as 
' . ,._ . ' . : .· .. 

Aluminium cables & Conductors Pvt. Ltd., G & H Show Pvt. Ltd~, 
~~-' : I ; 

:aolden Steel Corporation Pvt. Ltd., Liluah S~eel Wire Co. Ltd._, 

-Grand Smithy Works, Kura~ Iron & steel Works and Rishi Rolling 
. . ' . . . 

· ~ills are likely to be closed within few days~ Many foundry 

units under industry ~roups 331 at Banaras Road of Howrah 
', !:, 

~eep their ~hop c;>pen to collect raw materials and sell the .. 
'l 

same at a premium outside the state·. About labour few entre.;;. 
' • I .. '. . > •, ,,. ,1: 

' ' ' 

, preneurs let the cat.out of the bag that qapital is the 
. ' - ' 

compromising factor for greater productivity in their units,· 
' - ~ _.: ' -· . \ 

· · But labour organisatio~s stand for pop~lar be117ve against 

modernisation. It comes into light when we see that IISCO at 

''.; 

.• <,':' ~, 



' ' ·~ 
.·· ,. 
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Bufnpur and D.S.P. at Durgapur modernil:iation schemes which· 

'\'IOUld· offe.r .vast opportunities for growth and development of 

small scale and ancillary industries in the state: , are now c:t 

bone of contention among trade unions. 

For fabricated metal ·productst under industry group 340 

. few . ,units are important for their contribution• Thes.e are-

.. containers. & Cloures Ltd. at Naihati, The Metal Box· Company of 

;India Ltd. in Calcutta, Industrial Container Ltd. at Paharpur, 
} 

·Jmnapurna .Metal Works near Bondel,Road Rly .. Crossing, Sri Iron 

Foundry and Engg. Works Pvt Ltd• at Liluah,. the Orientfil.metal 
. . 

. 'Industries Pvt• Ltd. ·at Agarpara, Pioneer Industrial i1orks 
'' 
:Pvto Ltd• and Dewaraqce & Macneill Co. Ltd .. in Calcutta. They 
{ 

:produce the quality but not as much as needful for export 
·, 

·.business. Few establisl)~d units did not make an effort to build 

~P: ftnancial str.eng.th·, even .during periods o:t good businesso · . 
! ··:,: ' 

It has been found tha·t the units. like Bal Gopal Bose Iron 

po •. (P) Ltd. at Kiddirpore, ._the oriental Metal· Industries Pvt •. 

Ltd. at Agarpara and India Industries (P) Ltd. at Salkia are 

hot interested to run their units.and wanting .to close them 

. - ·p.own to show sickness. \II+th the hope that they will get 

compensation for land, building and equipment at market prices. 

BY compensation they want to start either new business or a · 

new unit outside the state. Although for this type o:r situa·tioti 

the intere·st of labours is safeguarding by the working Group·· 

6f Central.Trade Unions~(1 5) 
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· ·-''Like o:ther traditional industries Cotton has been. afflicted 

with -·sic'kne'ss; although many units in west Bengal hav~ not been 

forma_lly declared, but have become sickness prone.-- For this we 

sta-te that- from 1980 to 1988 only one cotton mill entere.d in the 

industry-and with :this we count 42 working units in the state. 

For that period more or less 324 additional looms and 206 

thousand spindles have oeen installed with more employment in 

the J.ndustry.- But additional machine and men gave nothing-

as \llhen we se~ tha-t total production of piece goods- was- 124800 

thousand met,ers in the year 1980 and -73754 thousand ~eters in 

the·year 1988. So,also the total prop.uction of yarn was 

72164 thousand kgs. in the year 1980 and 66956 thousand kgs 

in-the year 1988. It Shows that the industry has failed to 

achieve the desire ~apacity utilisation as Productivity of . 

labour is sufficiently loHer than the productivity of labour 
' ' I . ' ' 1 

of same industry in Maharastra. In early- years of seventies 

marty-cotton textiles Mills in West Bengal had been fallen in 

labo.ur trouble; everywhere found ca' canny- vJhich was connived 

at ·union--leaders~ dream for socialism. Being hoplessly 

u'nsuitable 'for _compromise ' few owners milll:~d their enterprises 

dry, declared them closed,_ then handed _it over to the Govt. 
1 <16) 

In- such 'situation mationalisa.tion of units like Manindra Mills 

at Cossimbazar; Sri Anriapurna Cotton Mills at Shyamnagar_, 
- ' 

Fodder Pr<:;~ject·s Ltd'~ at Garden Reacht. Vinod Textiles Industries 

at J"ugberia, Basanti Cotton Mills. Ltd. at Panihati_, New Gujrat 

Cotton 1-tl.l~s. at Uluberia and Arati Cotton Mills at Dasnagar 

had been carried for interest of the labours. But what about 

·.·,-
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productivity l-1hen the free net-1 man?genient redesigned their 

units?.For improvement of quality and quantity of production to 
' ' . 

w~thstat:Jd c~mpetition in the market, the belief of the labour 

cirg~nisations on~modernisation/ rationalisation in state 

industries' is conditioned by. leftist politicians in power. Beihg 

in doubt on state Govt 1 s sincerity ;foJ: ovmers interest; many 

units thus cut back their production by deJ?icting the activity 

with greater excess capacity, 

One wonders why units under industry group 356 :_. produ~ing 

non-electrical machinery, compounds and ·equipments comprised 

or &ir I gas compress.or, ball-bearing, 'Booster pumps, centrifugal 

machines, cranes, crushers, ·derricks, foof~valves, w~rn gears 
' ' ' 

and mechanised j'ackets - have not been increased for a long 

time. I.t is true that the grot.;ing use of eleQtrical·niachineries 

expressed the demand for otl-engin'e and hence the' acc'essories 

for alteration and repair• The producers of Gujrat, Maharastra 

and Delhi ·are now in' market with well•flnished machinaries and 

equipments cheaper than those of Calcutta.;..Howrah \,Jhich once 

earned itself the name, Sheffield in India for experties in 

manufacturing machinery equipment. Only few units are 

relatively long in existence and advance in years as· Inter;.. 

national Combustio.n (India) Ltd~ at Hoogly; Johnstone Pump(P) 

Ltd• at Panihati, Flen_der Macnell Gears Ltd. and Garden Reach 

Workshop .Ltd., in Calcutta.- Many units are in bad shape as 

Viswa Engineering Works at Belurmath, Kusum Engg.· Co. Ltd• at 

sukchar, c .. Comers & sons Ltd. in Calcutta, Baroja Vegal Pumps 

(P) Ltd• at Batanagar and Tecalmit (Hind) Ltd. in.24-Parganas. 
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The high \.zage in }?1g · units .ts now an envy of wor~wrs in small 

units by turmoil t>Jhich turning t11e ontropronures to run thGir 

units at bclot-J the mediocre 1CV0l. It sets· in a chain of 

reaction et small and ·smaller units. 

· Industrial units in Host BQngal are now facing so many 

exog~neous and indegeneous problems vtbi.ch limit their function 

and finally force them to 1:un into the mediocre performance at 

be1.ot-J the leyel. Here not all but fevJ problems are out of the 

common. !•lay be manufac tur'ers would beset \•l ith difficulties of 

dlstribut·ion, fac,e the rig ·or market, get cllanges of p~ef'erence, 
s9e stortage of power, !'U\'l materials, transport and \-Jould 

e,xpariGmce detar:LoratLng industrial relation by many reasons 

and what may'\tie 't'lot say all these are descended from modern 

mamlfacturtng ·and business activity ,.zherein en'treprencurs arc 

to gain on some one· io a race to outlrH.;igh the rivals' reaction. 

BUt,if they are forced to bdnt on doing something, no one \11111 

be so callous. to suffet•ing. so, their preference reveal to run 

enterprises .,.,ith greater e){ccss capacity in which only addition 

of .techoology respcinds to productivity. 
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· · CHAPTER • VII. 

MARK~X STRUOTUREt BARGAINING POWER OF LABOUR AND 

·NA~URE: OF. ~~Ul.NAGE~NT AS THE CAUSE .AND 
. . 

EFFECT OF·. EXCESS CAPACITY 
- r • r. 

: A FIEI..JD SURVEY • 

7•0: Tbe mediocre performance of industrial.unit results from 

an Obligation to build mechanism against conflicting considera• . ' - . 

t:Lons for t-Jbicb compromise is unreasonable. If Govt;. : .industria~ 

lisation is politically dependent on organised labour and if. 

unions are doml.na~ing forces in tba Govt. party then for 

political r.easqn it cannot adopt a strong policy in negotiations. 

'l'be 1nevitableresults are 'concession·tn wage·rates, tr1:nge 

behefits, over.:, manning, absence of rapport among management 

and unions, f'§.:Ul:t)J -pl~nning which make an· adve1'se to capacity 

utili.sationo For private sector enterprises self tntere·st, 
i . . • 

sel.f-responsibility and unwillingness to face all maladies 

born from. ~oci.o-pol~tical culture limit the function and 

finally 'ltepp m~nagement away from maneov:r·e• May factors 

come to cease maneovre to pull down proljuction; but.few among 
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them are im-gortant for· toihich inference can be drawn through. 

ratiocination. In our assignment we work out follOwing 

factors as the causes and effects of excess capacity: 

(1) ~mrket Structure, 

(2) Bargaining Power of Labour, 

(3) Nat~re of Management. 

7.1: Market Structur,e: 

In a free-enterprise economy, . marketing activ~ties bring 

about ~ flow of goods and se~vices fro~ producers to users 

or consumers. Therefore, t~e pr~ncipal activity in marketing .. 

is·selling. The.producer sells goods to a wholesaler; the 

wholesaler .to a retailer; and the retailer to a consumer. 
'• I ! • 

For a pvoduct follO\IJing this channel, transportation and 

storage are generally arranged by 'tvholesalers. The product 

may be advertised and promoted by producer or wholesaler. 

Now a days may producers are quite. concerned 'tvith and involved 

in the full marketing sequence for their products. It is. 

becoming more and more common, particul:ar'ly 'toJith large 

manufactures, for a sales or marketing department to plan 

and· direct· the entire marketing effort. The practice of a 
. . ' ! -

producer planning or managing the marke,ting of .his. product . 

past an initial sale is ·often referred to as the marketing 
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concept~ 1 ) ·To develop a plan or strategy, the manufacturs' 

marketing department must estimate \'lhen; where and in what 

quantities a product will be needed or wanted.(2 ) The marketing 

department will prpbably also have a substantial voice in 

·iiuiklng· production and packaging decisions --...:. that ·is directiqg 

production tc}..t..rards the more salable products, styles and 

designs~· To· 'carry out a marketing st_rat·egy, the manufacturer 

must have_ the co-opera·tion of \!Jh~lesalers and" re'ta~lers. (3) 

so, . to: ruti the ~-·.tndus:tria'l enterprise th~ tnarke.~Lng knowledge 

has now 'hecome·essential for the'proprletor. <4> 

In our assignment we study the mark.et.ing. _through a .survey 

.. for different. pro.ducts. under Registered ~nufacturing Sector 

of W.est ·.Bengal and find the. follo-v1Lng ter~iary events .which 
' L. . • 

directly. or indireqtly have ·a.verted the perf9rmance of . 

industrial ttnit.s •. · 

7.1.1 i·· The iocltfrig up· working ·capital: A Liquidity Problem:· 

The purchasing input and selling output_pe~uliar~y affect 

the working capital of industrial unit. The wo:zoking capital(?). 

comprise~ ()f: 
. ' .~ ...... 

Cash in hand.± (Amount. receivable,;,.._ Amount :payable). 

+ Value of finished goods- in :stock + Value of unfinished 

goods + if·alue of raw rna terials ( inputs) in s\tock. 
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In the face of crisis for vlO~lting capital the entreprenGurs 

purchase raw-waterials on debit whiGh come through big whole• 

salers · ~oJho charge blgh prices for the items. Then after 

processing entreprene~fS sale the output to other wholesalers 

on credit vJhicb 'is likely receivable in· due time. But in 

pract:Lcca tlle traders use the sale-value as their wort~i.ng 
. ' ; . 

capital for a 'few days when a crisis generates ·-,for 'worktng 

c~rpital. in man.ufacturing units. so, tbc ·lots of amount· 

r·ecel.vable and amount payable. affect tbe production operation 

of industrial enterprise. 

In non ... cer)sus sector ma~y units for ·manufacture of bakery 

products, gralti milling, (311 mill:lng,flour milling end 

beverages suffer from the above peculiar event • For bakery 
. IJ 

products the units Floras Bakeryt Tower White Products, 

St~ndard Biscu1t·s, Earua Battery (P) Ltd. at Ca1¢utta, East 
~ . - . , 

Bengal Biscuits 17actory at Ultadanga,· Zehi.th Biscuits. eo. at 
Belgachia, Paramount Trader·s at Durgapur a.nd Paradise Bekary 

in Birbhum had reported the shortening of working capital 

through tho crisis of amount receivable and amount payable. 

tror 9il and :.flour mills He_ observed tl1at t·Jholesale traders. 

t.mnccessarily had put off time for payment against credit for 

which the producers were compelled to sit idle for sometimes; 

and they did not want to miss the ~·Jholeso.le trader.s as the 

producers from &hEr states proVide prJ..vi16dge to the tr.aders. 

for making payment. Pursuant to an enquary for.saft ~rink and 

carbonated t-uater industries the same type of problem had been 



. reported by ~encer Acreated Water Fey (P) Ltd. at En tally,· 

li'errimii Eleven Up, Sa.mbhunath Pandit. ;st. in Calcutta· and · · 

· \. Rose & ~histle at Calcutta in slight different view. 
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The t,.hol,esale traders play an important'· role to distribute 

a product to the retail traders, For a product they are key to 

make an ~clvent before the consumer• ·In non-cens1.1s sector many · 

entrepreneurs under industry grout> 'or \'leaving and finishing 

cotton textiles in powerlooms, and bleaching of '1.1/0ole.n textiles, 

spinning \'leaving arid finishing of synthetic fibres, rayons and 
. . 

~ylons eat their heart out over their failure to get favour from 

the \'Jholesalers who are al\'Jays engaged to know on which side 

· the, bread ·is butter~d·• we observed that the units like B~sak 

Textiles,Ranaghat, Sri Sita Ram co, at Agarpara, !?rabati 

Textiles at Dum Dum, Amar Bharat Textiles· at Cossipur, 

Siddeswari PO'I.verlooms-, Adharsha Powerlooms and Domjur Power~ 

looms at Howrah, or'iental Tape Ma'fg. Co• at Shibpur, :Ladak 

Ch~nd Yoras Cotton v1aste. Fey at Salk La and Kusum wool and 
' ' . ' . . . 

woolen at Belighata are· trembling in the balance• By few 

observations t'le &ver ·that the product of the Co-operative 

~oc1eties were abvays evaded by.· the wholsa,le traders·. 

7.1·.3: Discouraging Market f'or Few Products: 

The ,two main industrial products as Jute and Tea have. fallen 

in trouble due to a tough .competitidn and disruption of market 

',< 

.. \ -~ 

. ., 
',' 

. \' ' 
.. , ... , 
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. ~-broad. Many substitutes as plastic, paper and synthetic. fibr'e. 

bags have thr~atenc;d t.Qe demand for gunny bags 't•lh!.ch are main. 
'' ' 

produc,:ts of 6a jute mills .in \-Jest· Bengal. Jute res.earch had· 

developed many possible commercial decorative. products vJ!'licb 

may have,higb artistic value and market in home and abroad; but 

little effort have made to produc'e and sale them' in market. 

Ii'or tea a similar scene of market disrupti.on has recently been • 

observed as notv ~s· developed cquntries of ·EUrope and America 

Coca~ cola·· a.nd b'aar are -preferred to tea \'Jhiob reliventl.y 
' . 

change the" degree of capacity util~zation of domestic tea ·· 

producing'unlts. 

From f~w specific p].aces of!ridia different industrta'l 

products are na~1 suppling profusely i.n the market .where products 
. . . . 

of West Bengal are bring at bay through competition. sav.eral 

produ~ts as textiles, chemicals, perfume~, 'glass~ transport' 

equipments,cutlery and kitcnen ·ware, Razer, blade, springs, 

ril:S.cbines, machinery parts and accessories, electric g~nerators, 

switchgeai- and motors; p'hotographtc and optical goods,· arid · 

various nonmetalic m.eneral products from BOmbay, :Delhi~· Guj rat 

. and Madra.s have overfilled' the. markets v1here Bengal's ·.products 

annex to an insignificant amount to the stack • .Now products 

from few otner pla.ces as Hosiery products from Ludhiaha &=-K:anpur 

Glass from. :pune and· Chemical p~oducts from Vijoyara ,F'aridabad,, 

Borad~; and Kanpur, Engineering goods from Bangalore, Hydrabad, 
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Ranoht~ Raypur, and Ebupal, sports goods from 1\mrit'sar~san~tary 

(terns from Orissa, .Ahmedabad and Far1dabad llave become popular 

in the market· where Calcuttan products have never stolen a 

much on some one. 

, · 7.1.5: Little Bonoernment about. t;1ark(Gti:ng Knowleqge: 

V~~i.J..y, an industrial produot can be promoted and an 

entrepreneur can make the most or best of modern mar~eting 
' . . . . ~ ' . . . .· . ·. . 

l.tDO.\'IlSdge. But ~ere toJe observe that many of them bad little 

programme !'or· entire marketing effort as they did· never 

oonoede to ~he marketing concept. t-Ie study the promotion. 

effort fOI' few products and find foult \'Jitb follot·Jing items 

·as' Venear PlyttJood,. Leather and Plastic products, Footwear.l 

Petroleium and Coal products, Tiles •. Asbastos., ~anatary 

Plumbing . fixtures and pens. In A'1any instances,. o~~e the 
. . 

producers had sold his product to a wholesaler hehad'l1ttl.e 
~ . . ' . ~ 

or no :further concern t·1ith where it had gone,. t•Ih~ ,had retailed 
. . . 

it o.r \>1h0 __ jla_d- finally used it. 'lb~s ine!'f'ictent· marke~!ng 

praottoe~ haC. resulted in lost sales and ·J.ost pro.rits.:.~t~-,th~ 
' . •,.·_. . . 

pr.o.ducers • 
:·_._ ·. 

;.1.6: Unfavourable orders# 
.·- . 

' .. -\ 

Unfavoitrable orders from big units dismay· tbe sma~l ,units 
. . . . ' . 

under noo•aensus sector and ma~e Pl'Oduo1;ion op~rat.Lori,.more . - . ·-.. . . . - ' .. ··,_ . 

i- ' 
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tro~ Dtir.gapur ste~i Piant had gone putside the state. A very 
,, . ' ' 

smali perc;en:tage of orders between 17 to 20 percent had be~tl: 

placed with the l~Qal· units. At least 85'. _le)cal uni-ts were 

selected tor modernizatiOn. jobs in the D.S~P. and only 5'6 ·. 

units got toJork orders. Owners of' units under non•censu_s 

E:fector reported, that· the biggest chunk of the D.S~P's orders 

. ' ' had been ~iecured by a big . industt•ial . house ai1d some favourablE) 

companies whioh ·.had no. such capacity ·to d~l!ver the goods,., 

Then- they ·'did pass the . order to small units· at a very low . 

rate• ;;. sort or: guerilla war had been done among small units 

tc) saoure: those orders. That .. cut. throat compet'ition did 

further lowered 'the rates. Il' this continues, many units. 1n 

Durgapur•Asansole w1.11· close in no· time. (o)The Rur.h of ·-India . 

is nOW· failing· to· fulfil 1ts·purpO$e·to,cut·a ·dash ()D 

~~ndustri.al works.: 

?.1.7: Enhancement of .Pric~ thrQug,ll standariz.atien: 

H1gh~r price tor higher quality do~s not always ·rolio~ 

favour of ali consumeJ?s; on~y a small section does prefer 

to a gpod ·quality \!Jhat a higher price. of it. so produet'ion 

of a quality should be- tied \lith r·easobable cost and priQingl 

But here we h~ve few observations on the products of some 

·uni"ts "in different industx>y groups; as for machineS! tools 

partsand accessobies units are Elemch Engg.(P) Ltd•)Calcutta, 

Indian Too1.s Crafts at Dasnagar, Prooesston .TQol & Instruments 
,, 

(P')' Ltd-. at Narendrapur and B.s. Machine Toois Crpo• at 
. ' 

Jessore Road; ro.l" a.sbestos caramtc and pottary ·proqucts th~ ,. 
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. . 

~-units: are Asbestos· Cement. Ltd. at ?iaratola1 Techbo ·Ceramic·· 

'Ind-ia -at ·Pan1.hat1·, f4odern Art l?loor. Ltd•. at Hooghly and . 

Hin;dustari Pottaries of Liluab; for rubber a'nd. leather products 

th~ units ·are- India nubber goods 11fg• eo. i~r{ ·aalautta, 

K~p--Rub "(P) ·l,td.- a·t L1.luah emd Natio'nal Tannery· Co· •. , Ltd. 

• ('fo~t"1are Dv1n . ) in Calcutta. ti.ost of the ·units ~e~e ~ngaged 
in production of' quality which enhan~ed high pr.i<le b~side that . 

. • , . , ' • . ' , .I " 

a· _';siight belOw quality, the 'product of ·Delhi Gujarat and 

Matiatast~~. at lot1er pride had appeared in the market to 

da·sp'!.re dt tl~eir suoaees • 

· Of course, the west· Bengal industries htWE": failed to form 
. . ·. ' . ~ 

spaetaitsed products, the items for to-day's society·: and 
' :, ~ 

industries, for which producers of Bo~b~Y• Gujrab and-Delhi 

put their-best foot forward. No tndusti:ial units either·in 

census or. non~·aansus s·ector :have so far bee'n . set· up til ·t.t.ie 
. ' : ~ ~ ' :. \ . 

state to produce the foll(n;;tng specialized. i~ems i'or 'whi~~ a 

bLg. volume of ma.rke·t demand .is domineering· by :f'ew pt'odti~~rs. 
. . .· ' "· ' ,.; 

.... 

. in India.-· '£be products are in 4th- digLted form 1.:e•· in·.·.: ' 

Su~•groups~ (?) · ' ',_. ·· 

I '·~ \ 

~ '. 1 

~ub~Group}' ----------~D.e.s~a~r~ip~t~Lo.n~.--·-·-·------~--~~~--·~--~~ 

248.1 
', ' ' 

Printing, dyeing and bleaching· of syntbef:.1e ... 

Pr1nt1.ng,·dye1ng and bleaching of synthetic 
Textiles other -than by-hand. 

·, \ 
_;._ 
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268.2 

29~.3 
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: ~ '- . ; ' 
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~?~?~1 
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30~t~6 
• I• •,:.:~~::~l 
. ' . '-. :!. . ~ 

-~o3i~ 3 ... _ 

" !.3f4~~ ~,. 
' . (' .;· ~-\: ·-i[ 

'319cj 6 
.. · :·>.~:-:;s 

' . ·. ' ' .' '3g1J5 

. •• -' (!'; ,, 

' 1,' -· 

Manufacture eotr Hatting, Carpets etc·. 

ManufaotUl'~ of cotr ropes. and .twins. . . ... -" . ' 

· · Manuf.ac ture of.· ot~er · coir produc ts·• 

Manufacture flush doors and boards. , . ' ',' .. ' . . - . 

l\'.IS.nurc:~ctu~~ of. .~lp V~ch:i;t:Ie _ mad,eJ•· 

-· .. MElnufacture- o~ ·ladies leather purse -·arid hand bags • 
. , . ' . . 

-Mam.ifacture· of Foam.· Rubber Mattresse_s and oushiQns. 

A.orylic ?lastie Sheetso 

' 

- , I!Gin;fQrced al'ld laminated plaSti .. c· shee:;t.~:: 

- Manufa·cture Qf Glue and gelatine • 
~ . ;· ' . •. . 

Manufaotur~ ;qf' Syl~thetic' sweeteners.· . 

· · '-Manu:fac;tlire 6r optioe>.l glass. · ·. 
. ' .. ' . 

Manufactare.of ~lass.Berigles• 
. ; __ ; 

Nachines•. -- ·) -

··._ :'· '., > 

' • ; • ~ •• ' < 

· .. · 
,.· .. 

•.. ·. !_ ~· • 

. Mamifaa.tur~ ot M;J,ll.i:pgt Blani.ng, Shaping• Gear_ 
. auttin{J and --&iotting Machines'. ' ' 

. .· ~( ·' 

· lJlanurac~ur~ C):r Grinding, Lapping, Honi[lg and 
: _: ., .··. 

~ ·.". ~ .,; 

· Polishin~ Machines-, 
·' .. ; 

. Manut~cture ·of SOwing, <;ontour sOt-ling :Villiqg ·ada··_ 
·. -~ :_ . 

.. !-:. 

\ 
·\ 

. <· 
\. ·:: 
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sub~groups: Description 

'357,6 ·Manufacture of metal. :forming· Maohinesq 

~nufaoture of Pencil. 

387•6 Carbon & Type writ_er Ribbon• 

.·Following · the eipans16b of' industrial works in other 

speei:fio_ pla.ces of India1 _ as l~e hav~ mentioned earlier, ·the 

market tor indus.trial inputs tllhich are ·t,he produets of other 
. . ' '· 

indus·trie.s, have ·peaome wide open closely to the areas• ·For 

englneering and manufacturing of machines• Howrah, the· 

s;he'i'filed· o£ India, -is now experiencing .a dep;ress:tng demand. 

for": her product :i.n Iridla·. By this· Guest ·Keen William1Bridge 

& Roof, Hooghly Docking are :t.n bad shape~ The sl1Jall engtneering 

units around Bellious Road· are in a moribund state~ 1'\ll' - . ' '• ' .. 

·rou~dry units around Banaras RQad one. on the verge Of · . 

. :col~apee. ·J&: big ·engineGrlng units, "ihich had· :reop~n~a: a • 

· f'ew. years ago unde.r a n~w name., had alt:;tsed. dd,'ln again. {.S) 
··:-. 

7o2' · . BargainJ.ng ;fower .or Ie.bo.ur; 

·Bargail)ing be.tween_management and un~on represents a 

sit~a.tion where· ~ single s~ller. faces a single bl:.yer~9) In 

a.4eveloping economy the demand f'Qr.higher wages i:s'geared 
. ' . 

. up to. the :i.nf'iat:tonary situation as· nominal 11iages -hardly get 
'' .. -- ' . . . . . . ·. ' ' . . .. 

around ~ealwages •. Lilte a.developing country, India has been 
. . ;: ' . . . . ' . . . 

shocked at this set~ack since 1961. Between 1'961 and 1975 
·~ .,._. •""I , 

money wages rilse by. 107 percent ( Base 1961- = 100 ) :but· the 
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werking.olass· consumer pr;t.ce ind~.x had. gone up by 217 peroen~ 

· ·du~~ng . the same p~r~od~. As. a result, the· .index Of teal earnln'g 

deo~eased by 35 percent~ .. l..eaving a f'ew years~ the index· number 

of real earnings was lf;)ss·t;;han 1oo ( 196t = -'100) shQwing a 

.. deteriOration i.n 'tbe . stand~rd of li~ing of the mass~s. (10) 
1 

1 ' , I ' ' , \ • ' • I ! . . ' ' ' ' ' ' ' ' -' , ' ', · ·, 1 ~ ' ' , 

·This ~hows the extent of inflat~on a~d,its adverse.effect.'on 

t ,' ' \ ' 

:higbe~ t~an in mo~ey w~ges and real earnings had ~om_e dowri 

.· fo:t' ·all .1ndustr1S:l i'1orlters, demand forlligher 1jiag$s had become 

slogan in· every indtistrial units 111 which ma.nr1·rere hit· .out'.· 
' ~ ' 0 , I, , ' I , • ' ' ' ' • • 

at. iabo1lr· unrest~ There was no: exeeptiorf to ·th:i..s .for West 
~ . ' 

Benga~·;,:/::Bu·t here bargaining power of labours had;-· b·e·en put : . 

· f'o~·war<:\:h,, ru~li~g :political parties; and in :·tiddition -to 
' ~ . . . . 

~ ' : .... ~·} '- . ' ' .. . . . . . 

oomi'nal)wage'$ many' othi:ir privile;;ges ··had' tbrti'stecl 'a:t the 

. demarid~;:tl'Iigh'er viage doeE(·nob always .lead to liigller productivitf11) 
~>. ' 

oniy· g~~ning ·on pr6'ductivity. the cost oen'dit:i..on 'doe·s·· concede 

· .. :to· :Pat .::A·tgh'er l-1ages>for ··.iahdurs~ <12) · :tn west· Ben1gal: labour:: 
- ~ -

:.·: ·: ··p~q.duci£ivity had l'espQ~:ded ·.tO 'wages. Olllf · ':tn fe~T :.fndtiss:ries •. : :. 
,_ • ~- • 1 • • - - • • • • • • • • • • • 

·,. ··Folio~;trii& 'Instrument~l-·.\rartab1e:Netho·d to 'the VES .production 

·, :tunctioi~( 13).w·e ·s:tu'C!jion::the r~e~ponsi3·o:f'•wage· ~\~)·.and,·.;.-< ,~.:· 
- i . . . . . . . 

·. tacrinol:~gy· <Kl~J ··~tf·:Pt6ductivtty •tn soma···irtdiistries under ... :,: · 
' ,, '". ., . ; . '' ' 

· Regi~t~r.<;jci Ma~tif'acturtt1& S.e.ctor (jr· ·trJcs.t ·Bengal' ·:ror the·. pe~tod-
1~ -~ ~ ' ' . 

,from· 19?8 'to 1986 and find' inte,resting' result~~'. 
'.' ._ : 

.. ! Fbr :-~~t industrie~ \-1e se~: eight· equations;' and all Of ... · 

them satisfy the .test. o:r oveJ"ail significance' \'11th maximuin>· ' 
·.·. __ . __ .. :,_: .. . . , ... 

'· 

t. . 

. ':'-_;. 
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perc.e11tag~ .or variation of productivity explained by tne 

regr.Gsslon plane. • As through Durbin and Wasson test t\>JO of 
. ' 
them sufter from the problem of auto-correlation. The results 

reflect ~hat the p~oducti.vity responds to v1ages for only 4 
.... 

(four) industries· as 25., 31 9 35'. an~ .3,7 ;,; The calculated t values 

for. tbe :oo~eff.ioients of ~tbe variable w belng lllgher than 

those of :·ta•ble values-· we. accept. that. the . Co~effic.tents are 

signi.ficq,nt to e.x:pialn labour p:roductivi.ty·in those four 
. . . . 

industrl~s-~ For ttvo ·das~s· ·tne labour produc'tlvtty does 

respond' ~o te•chnology • Il'rorn the rGsults ·we reel off the fact· 
-?: 

. thc:ft product1.v1t:V of labour in tha· industri~s of \'JGst I3engal . 

does' not <Lie behind the nominal 'VJages. It does· ·corroborate 

' in table-''7•1 where ·i'or same period, wages in; i:niblio .. seetor 

'' imits 'ra~sed remarkably than those of pi•ivate soator units 
. ,_-:j. . - ' . . . . . - ' 

for. sam(;} ';industr.ies .. ·The bigher produativ ity in public sector 

· units· ts};not ·the · result" of higher· wages• ·As vJe have :·mentto~ed 
·that hfgi1er labour ·productivity ·in public sec:tor unit~ Is~. 
maintatried through· higher amount· of capital ·per labour whtch 

pushes ba.ok the p:roduotiv·!.ty of ·eapi.tal and l-teeps up the excess 

capacity .;tn the un·i.ts ·under: tho sector. It may be_, more 

gxplo.L.tat,'ion resulted in· higher· capacity utilization at private 
. 1~-; 

sector ·unita. But ·here bargaining pot1Jer ·of labours has gone 

to such· extr:emes ·that the· entz·epreneurs .·sometimes take the· 

lns~lt·lying downi sometimes ofell in .vJith di.spute:s \'JhlC'h ' 

carry through stoppage of. works i•e• strikes and lock-outs. 
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. .... (7.1 ) •. 

--- ,. r .. ._. • ___ ,_..__. .. _1''!"•-- ... ·- ......... R2 . * ·Dw 
F2,4 

21 

27. 

29. 

1 . -7.1833+0.rifS55log w·+~.0780~og (K/ L) 

s.c:tb. <'·7279) (0.4626) (1 .•. 6alt-~-) · 

'i 

'1 

t~4) (.1.2541) ('1.2008) (1.2336) 

t~ =. 2..132 

o:p . ; .. . 
t~·~ 2~920 2 

1. 5'961+1,.011810g 'W -0•32651og(K/1) 

s.E.(0.4311) { 0.,809) (0.4820) 

t* 4 (,3.6968) (1•7436) (-0•6774) 

X ~- . -
t4 =~:!.132. 

-2 •. 7444+\i 0841571og w+1.$222lcg(K/L) 

s •. E. (t.ooE>:~) (.057450) (0.2270) 

t~ (-2.7273) (1.4649) (6.7062). 

t~ =;2.132 

0•83 9.5051 2.0629 

. T 6 .~,; li' = .' •-'7.,. 

.o.aa, 14.110 '3.06 

I'll 

6.94 F... -2,4-

·o.9R 24~222 -2~46 
-m 
li'.lo -. ,., 4-

. ~, . 
6.94 
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):ndustry Obs. log(VfL) on log w and log(K/I) 
Code• .· · · · . . . 

2 R 

31 

34. 

35 

3'1 

7 . 3•77t0+2•9045log w•2i224210g(K/ L) 

S•E• (1 .• 1676) (0.5295') (0•6229) 

* .t4 . (3.229'7). (5.4~52) ( .. 3.5709) 

·t~·= 2.132 . 

. 7 o.1.956+o.5898.log '"+0•2937log(K/ L) 

. s.E,(Ch4o10) (0.4662) (0,5'748) 
,•:: ' ' , 

'i 

• t4 ; (0,48(8} (1.2951) (0•5f11) 

t~ = 2.132 

-O.S591+0.9272log W+0-.298]l~g(~/L) 

S;E. (0.)042) (.0{?2378) ·(0•093,769) 

t~: c""a~a241o> (14.s65) (3·1ato) 

T . . 
t4 = 2.132 

·:~~c· ' .•.. 
t4 (0.'6131') {6.6749> (-0.2921) 

t~= 2.132 

o.ao 7•83 

F~1 4= 6o94 

F~,4 = 6.94 

source·: Data prepared from statistical 

.Abstract, \-lest l)engal{1978-1989) 
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Industry 

Table = z.1 
Average Annual t~ages of Ehe Emp:}..oyees · 

Jlf...+ndust:r!.in viest pengal sln. P.s. _l 

For Govt. Factories I;or other li'actor ies 

220 

(in lls. 'J .:(in Rs;.J .· 
-------~--~~~~--~--~--~----~~--~~~--~----~ 

f981+ ·· 1'987 'Indes as ' f9al+· 1987 Index as 
1984=100 198l.t.::1 00 

20 

21 ; ·,·6~·70 6827 106 6318 6773 107 ' 
~--~--~~---+~--~-·~--~~--·~~~--~~-+·--~------~ 

22 .. ' ... .. 12508 140~i9 112 

2!} : 111 ?f 13012 11-6 11200 123)-'rS 11 0 

.... 

~~L---~~··-----r-----~··-·----.--~·~'g4? 6839 86 
..,._::2...,8._'_/_ .... ·· -~ 1.;;.:1·.3~15;.;;;;,2....,4_'...,_.1~5_.....,18;.c6""'-i_1..,._.1~ . 67'79 . W]s.-..48...._...._..,_---..13.-.:2._· -----· · • 

• :.·r~ 

29 - :... .. - 8357 9965 . 119 
30 '10442 .. ·16389 1'57 8362 11622 13_g. 

.. ·-· ' l • ~ 

14681 ' 1"9688 ' 134 -

~ Table prepa~ed from tbe source; Chief Inspector of li'actor Les, 
Wost Beogal.p529• '30 ·.r~ :10.5~ , 92. · · 
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Info:;.')mation qover ~fkers of registe;red t,ror!fing · 
factories <:trawiriif l~:~s than Rsii 1, 6oo per men~em~ . ·. ' . "' ' ' .. ' ~ ' -.. ~1~~-: , i' • 

\ •.· ~X . . , . 
(.ii;J ·.·Wages includ.e po11us ·~nd any sum payable to t1orkers 

by reason of te_rmina tion of. his e~ployment but · 
does tlet' include the ·vaJ.ue o.f any house acoomq ... 

. da.tion, supply of light, water, medic'al atten ~. 
denoe or othexa ameni5ty or of any: serviqe spee~al:Ly 
exctud~d .by the- sta-~e Govt• any travelling ; .. • 

' ' ' . -'\ . ' '; 

allowanc'e_'or. ·employe:.!·• s contribution. to any, 
.pension or: 'providen't., .. ;fund or any _gravity ,pay~bie· 

l - ·' • 

or discharg.e or any sum paid ~o employeG to: · : ,: . 
· defray $p~cial e:xpeases entailed or him by the· 
nature of hts employment. , 

) ·' ... ,_,-

. (iii) Information exc:J.ude hertain. industries returns. 
·ror whie.l::i ttJe:re not available: · 

--~.----~~~--~--~-----~~----------~------------~--

' .: .: ' 

t-Je worried our.selves about indus.trial disputes .ln West 

Bengali'!, that from ~he year 1982 they are at rising trend in . 
cotton, jute engineering and miscellaneous industries~ In 't~e 

year 1982 to·t,al 1lt6 disputes comprised of ·4 dispu1;es. for: 

cotton, 24 for jute, 39 f'or epgineering, 11 for plantati~n'··. 
,(Tea) and 68 far miscellaneous industries, had entered upbri 

the 1ndus.tria1 carrier o£ the state. In the year 1988 the total 

disputes had. come up. to 246. (i 4)In the year i988 an obser~atton 
. . 

ma.de by Labour aommissibner, West; Bengal, that most of tl;le 
--~ 

·:.\:: \-

',,. ' 
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ind.ustrie.l ·.disputes resulted strikes wet'e eonneoted w?~oth 

ciemand ;for higher• wages !51tld bUm.tSl but most of the irldustrial 

disputes r~sU:ited. ~ock9uts were connected l·Jith uneeonomio 

runn:J.ng; financial stringenoyt loss of economic viability.' and 

alleged labour dispute. (:15)Xhough the information vehemently . 

. claimed that ineU .. soipline_, rowdyism, violence and vel1toti.on 

wet•e n1.11 yet so~e cmtrapreneu~1 s have informed tbat they have.,.:. 

fallen upon evil days· as through union~ a~J't.tvity woirk~rs t1ave 

been over-seeuredday by day. In.tl'le year 1980 the number ot 

persons la3.d~i)ff and rctrenebed were 11,966 and 1043 resp'ec• 

tively; and the fig:ur~sha.d Qatne dcmn sl.gnifl.cantly in the. year · 

_1988 v1llan 15'72 persons were laid,.off and Qnly 74 persons '1ere 

rei:reneh~d• <16) ·Of course, unions have secured salutary :. 
. ~ . . ' 

service for t.he.workers. But from.t!:iis action side by si(ie· 

if it -~ays that the etitr\epreneurs· had not been eorrie:red ax1d· : , · ·· 

dep>~ived of.· strength to • direct their units then ~t ,,;ill 
lead to fake up a story• 

'FollO~Jing t.rends of strikes aod loak ... outs we puzzle out 

what have done wLt11· the bai'ga1ntng power or 'the entreprenettrs:· 
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Table-7.2: 

. st~.tkes · and f.Oclr:.;.o~ts in t.he ;tnduatries of West BengaL~. 
t', ~ 

Peried ·:Numb:er of ·"case·s Men in:V.olved Man days lost 
(in thousand) (in lakh) 

Strikes Iock~ Total strikes Lock- Total Strikes ~ock Total 

.. ' 
ou.ts outs . 1• uts 

1 2 3 4 5 6 7 ·8 
Tg ·.10 

.. ' .· 
' " '. 

1970 678 128 $'" 3?1'•:! 82o8 4,4.1 ~7.8· 36~5 94.3 . 'Q;, 
~ ·- '·. ··.· ... · .___.... .. 

:t980 . 7.8 130, 208 6s.::4 -85.4 ,15'3.8 ~4.8 47,0 61.8 .. ··;.· ,. 
' -.. 

1'985 39:· 1'·65- 20lf- 13,;5 l 13,. 9' _'149.4 2 •. 0 15t.1 153 •. 1 

. ~ '.~ 

'1986 29' 1'18 207 23.1 129.7 152.8 2.7 132.7 ·.· 13~--lf-
-•,· ,. 

; ·- . . " 
.. 

.198'7 39'• t97. 236' .. 92•5' 161 •. 6 25'~+.:1' ·6.4 214 •. 7. 231.:1 -~ ... 

1988 34 212 246 99•g_ 162.,, 262.1 33.2 284.5 . 317.'7 .. -~- ~ 

1989 16;, 207 . 223_.:.· 14.2 149.4 1'63~ 6 . 2•5'. 2'"'~ ~- ; ~78.\0 I .. 1/•J. .. , . 
.. . .. 

. .source; (1t) 4\bour Commissioner, 
' . West Bengal. 

(2) Labour in West Bengal. 

Note:•I.ock-out is inclusive of' cases of strikes following by Loc_k-out. 

In the early ye~rs of sevent,t6s the number of strik.es v1e1,e more 

. tnan that of late eighties; and reverse \'Jas for loclt-out cases•. As 

· in the year 1980 ·there we!e 208 disputes whioh had caused 78 strikes 

. and 130 lOC:k"!"OUts whereas in the year 1988 within 246 cases, 34 W_ere 

strikes and 212 were look~outs. The more frequent use of lock-outs 

by the employers had raised the number of man•days lost every year• 
> 

The relatively high share of lock•outs in inan•days lost suggests 
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-~·-· ·''- ... _;_ ~ 

that there have been a qualitative change in the character ot 

industrial disputes. Slacken off strikes have beeri born one .. 

evidence that there have b~en eased off utter enslavement. of. 

workers. But what· about lock-out? The traditiona-l believe on 
loe'k'!"out stems from socialist idea that it is a fol'm ot 

punishr:lent that the burgeois class· inflicts on workers·• 

Sincet in West Bengal the entrepreneurs are not strong enough· 

to punish workers, the dec is ion of many loclt.;..outs lie on other 

factors. Wtth this, manageUient cann•t take quittance ·rrom 
feebl~ .:functioning of some industrial enterprises. 

7.3.: Management: A Hope ~o-wards the Desire Goals. 

, ~n--malting decision, the function of'_ management is the 

' -
' ' 

(11) Inventory Goal, (111) Level of Sales Goal, (iv) Market-

share Goal and {v) Profit Goal. 
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The/ top management. makes ~arious payment to resolve the : . 

c'onflic.t· within the firm. The example of such payments ·are m9ney). 

payme:p§$'-' s+ae ·payment.s": and slack payments•· Money payments'· · 

-:.refer· ' ~0 the p~yments di' regular wages ~nd salaries etc·~·' ·on 
the .. other_hand side payments are in the form of' policy 

commitments by the top management to satisfy some demands o.f . 

. 'gtoup~, within .the firm• As to keep a good sc:J.entists ~mployed . 

in the ·rirm the mapagement: has. to allocateo. certain funds for 
t!le··· dev~iopment and cond1.1.et of the· research plans or the 

scientists· •. The slack payments or organisational slacks refer. 
. . 

to those payments made to the members of the coalition in 

exQess of what is required to maintain the organisation• 

~~ong them the managerial slaCk takes the form of higher 

salaries .or other perquisities that the firm provides to the-:<~' 

top management~ .T~e e:~tst.enoe of slack has a stabilizing 

. e~ree.t on ,the perfdrmetrce· ·~~· $lle firm 'to· pursue its. goal and.·· 

have a stea"y perf()rmance iri a· chang~ng env~ronment•·<1 ·~) !,'>> ~--·'~:.,:~ ~ 

'7•3·1: Tbe Ji,berrant Management. to set back Manoeuvre: 

our inelination- to study the role of decision maker had 

dealt with word of mouth as although many entrepreneurs did 

. never let the eat cut. <f>i' the bag, In many pub lie sector 

enterp~ises we observed the parental and pol.itical manageme.rits, 

taJbdse members belong to the dominant family groups and. \vhose 

mernbers.;are powerful in politics or connected with :l:nf'lqent.i~l 
.. 

persons~ Other qualifications of managers, ·such as leadership· 

'. · .. 
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and knowledge were or secondar-y .Lmportance. As stronghold of 

union had been Ct'lcouraged, ·by Govt. party through recruitm•.mt, 

an attitude was born (now in existence) ttiat the plant should 

be operated only for benif1t of the employees. With this the 

members of top management had snv~ioped in faui-ty planning, 

d<:41Y'ing bureaucratic exercise, . absence of experience and. 

e:Xperties, al1d many ·other ~rrati.c shooks tvh~ah fo~i~d up a 

good· vJOrking partnership in· many public sector units like 

Central· Ded.ry at· Belgaohiat SOdepur ·cotton iiills at Sodepm", . 

Oriental COtton Cult!.ve,tton & Nills on SOuth :Station· R9ad at 

J~garptira, -Encoply wood & saw Mill at 'Siligur1,-- Tr1ben1 Ti.s.s1les 

at Trib(;:ni ~n Hooghly, Hindustan Wire at Sukchar and Bengal 
. ' r ·' : 

·Tools in Calcutta. 

Hav~ng boen :f'tllly aware o£ the gravity of public sector · 
. . 

.. , ·Un1t anq erratic ·shock of management,_ Govt~. made effective 
-·-.-~·:,........ -~.~-~-"-' ~:..:11 ~ . . : -. : --~·--:_-. ·.·-- . . . '. • _.,- ~-- . '. ', -· ,_;-~ ·:•-~--"-····-;· '.·· 

contract "With joint a~ctor \<11th the ·hope that 1.t vtili GndoPa.t~::· _ 
. . . 

· · Sa\To1r-faire Of prirtate sector :i.n feeble management Of f.1Ubl1c 

secto,r. J3ut ·when we oome ac.cross th~ fuanagem~nt or f'ew .Jolnt 

sectol.~ units like Webel Teiematik Limited, Webel Tele 
. . . 

Co:inmunicat.t.on Industries L1m1ted, \'Jebel Sl· Energy Systems_-
·,, -

· Limited ·at Salt i.iaite, Blax1ally Oriented Pol~p.orpyle.ne li'ilm 

Projeets and Polyester ·Filament Yarn. Pl"ojeot a-t ~nk_~ra, , ~;e 
find taot ,i,:r enfeoffm3nt of public sector units~ These units 

have not d1reoted to-wards desire capacity ut.Li1zat1on;.-

'. 
societies durLng las·t decade 1s more than any other state in 
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India~ The state had got through ' the scope of service 

Co..O:operat1ve•(19) back off twenty years. But here in West Bengal 

~1e ·see painful and ·slow work effort of management of some ~nits 

under serV'ice co..:operat;Lve as DOoars co-operative Rice Mill. 

Society Ltd;. at Si11gur1,Arambag Co.-operative Rice Mill SOciety 

Ltd• at.Garbat1 in Arambag, West Bengal Appex;..Co-operative 

A~rlcultural lvlarketins. Society Ltd• 'Rice Mill sec•) at Memar:t 

Moutiswar Xbana Coo;;_operative I?roaessing Society. Ltd. at 

Bar.aiparat Saktigarh co.o;;operative Cotton Mill Ltd,. at. Agarpara, 

Vidyanagar Go~operative f.'lUltipurpose SOciety Ltd• at Behala; 

Ashokenager Cotton IVlill Co•operative society Ltd• at Ashokenagar 

and Siliguri PovJerlqom ·co-Qperative Society Ltd~ on Cusslpore 

Road in Calcutta •. 'In all these units management took the forms 

of Govt. department. He~e Govt• officials who supervise the 

units, were.not aw?J,re of the needs of' the U:ntta. Moreover, tha 

,.::~fi'ta~ ,bearers were ·.not 13t~1ct in getting· payment from tho_s~L 
' j : • • • • • ' ••• •• • ••• •,·· 

whom they gave theou~piit on credit' By. this .the working capital· 

or 6 inits out of 8 (ei&ht) .bad fallen int~ decline and gummed 

up the works • 

Under pri"ifate sector many a company has units il1. and outside ' .· 
' . ' 

the. state; and alike a: number Of coml?anies hav.e scaled ddwn 

their pr·o.quotive activity uni!et the units in· the statet hot-1ever, 

to the activity their u.nits at; outside the state have got into 

their stride. The wit and wishdom or management of these . . ' . . . . 

' ' 

companies have got abreast or state pQlitioo-social condition 
I , 

which kept: themselves away from step off on. wrong foot~ 

. \ . 

:. 
r\. 
·, \ 

· .. 
\ 

. ·.· .. 
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. In Br'itish perio_d the. social root of bustness entrepreneur-

· ship and· supply ofcapital b,rougllt.Pars1s andJain community 

to. the for~. <20) By .this the. entreprene~rial a·ctlvl.ties in the 

field. of. industry had concentra.ted in certflil1 religious groups 

for t-Jhich, -a dlscu~s~on would .be a purely sociological 

phenomenon~21 ) MaOY'·Of them had. come up and started industrial 

units in the ·state with no other motive than to horn in on 
I , . • . . 

loans and subsid~es whiqh might have invested in oth~r p~ofitable 

business· and the .un.its are not.; throwing out the baby with bath 

wat.er. We· try to. know the· difficult position .for some units• 
' 

General~y.thay. reported that (i) demand for thetr output bad 

slack:en~d off,(ii.) the working capital had fell_away to meet 

the amc;m~t payabl~ to bank• loans, {iii) partners had fe~i apart 

. :and (iv) family bad di~intigrated to put the· units in diffmcult 
. . 

positiqn 11 · ~otwttJ;lstanding tb.e, reason.s we stole ~ver their. cunning 

which get thems~~,t~s in~o a situation seems profitable.· FUrther..;. 

mo:r~ enquary· \'JOUld. p~ :t;ust bang 6l.l.r head against brick wall. 
• ·~· ' < • ' ~ - I 

···. . ' 

7.3.2: study on Manageriai slack and Side Payments: 

' 'we weht on 'to study. the manage~ial slack and side paymen~s 

in public.arid private sector under a :few groups as shown in table 

7.3 and 'g'et amazed at the fact that not a single private sector·' 

unit·had side pa.Yment as although they had payments fqr slaok 

amount to mlic~! Op the other hand public seceor units being 

allied to research· and development made side ·payment for many· 

cases. But sanction made at such long procedure that the 
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so.1ent1ests, t>Jhom tile had questioned 9 luid applied themselves 

less ent~us1ast1cally to the 1..rork t-~lllch v1ould have been pleasure 
:- ~-

task fcuf,;:them. As the management of public sector unit is tied 

witb aov:t• rules, the top official person's service conditions 

and priym'~nts are also subjected. to t hG1 deo.or~ms e>f Govt •. 
: -:·: .·· .' ... . ' . . •' 

... empioy~~.·- ·And their. dream. of. additional money •. litj:e extra . 
. . ' .. : .. ,~.:~ . " ... .. . 

.perqu1$~:~es.of.a .t•:>p manager in a private soQtor enterpriset ~ · 

. • i. ~ :. . :· :~;1_ ::· . ' ' • ' • ,... . . . ' . . ' 

fln~r:-·sorii~- illegal ways of am?sstng their ow:n capital. :ao,~ever, 
·. :_:· . . - .. 

. no qp;~~~~'t the employees· a.dm1t~ed th~t they --had additional . 
. '' . ---~~ .. ~ __ :._~;_·_s:;j_·, . . . . .· .,_' ' .. ·. . ... ·. . .. 

. sour.~&l:i:.\!O.f ·income from . the pre:q.tisQs ·in some ot}Jer. ways · · · . 

.. ,: .. oo~t;~·x'Qr!:~to,th~.iow .•.. v1e ~~tole~:ever th~ir .• ·r~e~la;,;and ~t would,·:. 
... . . ; : ·;·-.:~~~-~--~_;~:~'}:~.': ·. ' . . . . : . ·, '. . ·. ·. . .. ·.' ·. ·_·, ' .· .•. 

be· wo-rtb'Wbile .. to mention the corruption ha~a· weapped up Ln t~e · 

\iO:~lt:'_6::~·~t~e •. · Qn. the .problems .there ara. so mab·y_·· variables aQd .. 

' : •un~~i~;t~;i~tie.s ~ffeoting :thQ issue ·Of' Hage~ -.;~;~tion ravision· . 
. ·: . : . "·-__ : ... .. '_XD·i_:·. . . . . <·: . . . · ... , _·_ :· ·.. . . .J. • - . _· 

.. · ·: ~ or ·.d.?b~~nB .. nat1on· that ~any public and private sector untts_ · ·: 

.: '~!.'-. a~e.:·:ti6t~}~~~cceeded th thelr ~~i;fort ·at' co~p~ok'i~e·~ And the ..... -.~. 
·indu~r~f~i reial~1on's.· ill~ma't~ 'llav~. bedom·a: :·advefse ..• ~y unit's . : .... · . 

'· ..... ·, :.tf'·;-:.>~~~-'-ii~ • ,. ,· . ' ~, ... :: .·· .'• '-<.' ': ' ' 1 :,• •'. '1 • '•f ,ol''. ',_~ ~ • 

.. ··. are-):~l.&llng' 'dowrr and few ar~ reopening ,as sbowp in .tabla' ·7.,4: 
•\ ,., .... - -~~··;:~;:·! .. . .. . ·.· . ··-.· ·J~:t,·.· '·:' 

.' :: , : • I ; . ~ ,' •:..: : ;· •,_: _. ·:. ~· ~~~_. + : ' : 

•. '. : '·:\_; >-{~;:. < :~ei .~?.4· < • 

. ,. · .... ·:· ' ·~~dustrial Units :Olos~d and Re-op~nc4 in \'Jest Bengal.··· 
·:i ·.: ':.<::J.i'; .-·. ~.-;·. '' . ' '' ' . ·· .. ·,·· ; ' .· _! ', ~~·-~.. • . 

. Pertoa:: · · . -. · · · · Uri1t ·.olosed. .Units re-opened 
·.-,_ ... -, ~-;·!";):· ···: • • · :· · ··Number: . · ·.··Number · 

, .. ' •. "'·." . . !",;' ... :;>' . ·! : . .' 

'19?0. <:' • . . '260 . 170 
···1:980~ .. ,·· ' 63 . " 23 ' 

6 

. ' . . .. ' . ·1 ci~c=' \ :i .. .. . . .. . . ' 22' '11 . · : ~-~ ~--~-=z ..... ·a a:~. 

. . 'f986·. :. ' '27 
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No wonder, the situation was threatening since 1970 when 

260 units had· closed dotin and 170 units re-opened. In the 
·, 

year· 19801 63 units were closed and 23 units re-opened and 

by this in the following years mony units t-Iere closed but 

re-opened at a very ins.igniflcant rate. As generation ·of 

new units had slowed down* both the number of close and 

re•open had wineed in the latter years. Many units have not 

closed down; they have just opened with greater excess 

capacity. 

In this through working order we round many other 

imponderable effects which could not. be estimated were adverse 

to the capacity utilization of t~e units. And we found that 

many manufacturing units in West Bengal followed excess 

.,.-~.-- capacity .. ~.nd finally clc;)sed down where of re.;.opening did not 
. '. . . . ..... ~ ·-·~ . - . . . . : 

prevent the chain of deterioration which.had been borri 'from 

a number of weak links• Haggler tra.d~unionism is one of 

them .• As now in West Bengal, the practice of a part of 

working•class in manufacturing units. is misfeasance ioee doing 

of lawful tt!Ork: in wrongful manner 111hicb is difficult to 

subdue by entrepreneurs and it finally forces the function 

to remain on ·:tenterhook;s-Hen~e; it is reaaabanle to conclude 

that there must be something wrong in the econom~politi.cal 

situation in west Bengal which have made inroad in the 

industrial units and resulted industrial activities with 

greater e~cess capacity• 
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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. 
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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~ ., ' 



'. 

· 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) 
.. ~..;':--.~., 

~- ' 

··-··· 

\: 

' ' 



'· 

•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.·" .. :_.. . 

I' 

-~·' . 

'\. ' -<':: 
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