
CHAPTER - IV. 
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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 

\ -~~> .-
··,'.,~<--· 



:: .,-
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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, 

'" 
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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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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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· •• ,! .• 

. . .. " ~ 

·. '~ 

! :.-:·· ... 

1>.-

. ·.' l 

:. ··.· 
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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 



· .. '.:··.·--.· 

·:.·.'·I 

'1'26 

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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