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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.·.) 
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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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