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1.1: Intro&uction: The Cbﬁtinuity in Industrial Development and

~ Economic Turnings:

Ihe mawels of modgrn'science are results of a continbus
industrial development and progress in téchnology which are
brining mére'and more new induétries into existence and
fundamentailyfaltefing the»stéﬁéture of lndustry - its energy
and raw material basee Unpreéédgnted opportunities have

cpopped up before mankind fof méstering nuclear power, ocean=
resources, ouﬁer space and 1asér POWEr. Many‘modern ma jor
lnventions’are now commérciallg successful, Present-day
industrialisation in characteriaed by a rapid development of

sophisticated branches of economy.

Of enormous significance iﬁ:the 1ife-of man and in his
struggle with indﬁstrial inventions was creation of induse
brialiééd soclety — one in which a busy transformatlon is
on rush in the waynﬁeople work‘énd live. The society in

which ecofnomic laws express the?éssential aspects of relation



of prdductidn and their inter-connection with productive
forces. This soclety gave birth to an Industrial Reoolutlon;

rise of capitalism;exploitation of workers; slums; and

‘f'g lebour unions. The spontancous working-class movement brought

"5:~eocialismg social legislation and Govt: regulationss1) Then
'fgjpompetition between the two-world systems, the socialist
~and the capltalist,has taken places In the course of this

compefition; the capitalist vorld has approached production

‘more realistically. Hhving some advantages in the sphere of

' production and c¢irculation, the non~soclalist world has

beeh subjected to a contrast with itself in the form of a

North-South Dialogue ile: wristling of the developing

'countrles with the developed countrles( )

During the past decade the developing countries have beeén
faced with a series of severe external shocks - 011 price
increases, Global priceoinflations, recession, high 1nteres£
réhes and exchange reté instabiiiﬁ&, end moetlrecently.

vinberruption'of supplies of accustomed external fimance.

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

recession since the Second World War and then by unpreoedented

lncreases in interest rates, appreciation of U.S: Dollar ( in
vhich most of their external-debt is denomlnafed);low price

for export commodities ( except petroleum ),and from mid 1982 '

1(3)

on by sharp reduction in the inflow of commerclal capital.



Their exports generally consisted of & fow primary commodities
uhich were main industrial inputs for Northern - {ndustries.
But now the Northern—indusnr;al Lnéenpions have gone up to

_ such an exbent hhétﬁout of 65 (sixh} five) chief industrial
raw ﬁaterials ( fré& LeDiC ) 63 ( sixty“thr@e) have been -
substituted (,exéept ﬁilNQ«This has ¢aused the disruption of

‘ markgts for thgir:ptbduets; TheApﬁogramme.fbr.;ndustfialisa-
;tigh”tn dgyel@piﬂg‘eguqtries]héa.emérged_fEQE thils critical
situatibha They néeé ﬂevelqplng_impbntfsubébltutes:and a

:_qualiﬁy.proﬂu¢blgn,far}ezporba Bub sha:p,andtwide techinology

, _“gapa”exisb;betwéen‘éevelcpeé_and derlaping'céugtrieg;frhel_

‘Gapitél ¥ébbuPJP&ti0é nec@ssatilxﬁﬂeflects{the.differenqe

in aceéss to technology. ?he\indqétrialisedféaunﬁniés a£e._
naturally far superior £o the dev@lqpiﬁg'céﬁﬁbries 80 far-aé
prﬁduchionAheéhnqlagy[is généerned;AFbr Lndustrialisation
and cconomic development the develuping;eaaﬁtries,havé to |

4 depend.odﬁﬁechno;ogy.export from ﬁhé]déVe;oﬁed.countiles~which
are found verymuch unéilliug to transfer the,latest'ﬁechnélogy.
consequéntiy developlug countries find-thaméélves in
disadvanteglous position so far-as:bheir~eprrts:are concerned
and they arejccmpellea tovborrOWtiﬂdustrialvcapital,from---
the-aévanceﬁ.countries;»&hings‘héV@ n0w coume to such & pess
that these developing countries are so0 -heavily indebted that
they ‘can herdly repay thelr debt and service burden, To

oVerécame;bnése'problemsattempts have been made in the



"~ developing eountries to encourage export-oriented production.

and production of import-substitutee. This results construe~
tion of plants less than-efficient-minimum—size.(h) It leads
to nagging problems of 'excess capacity! in the industries(S)

Excess capaclty is barrier to entry in an 1ndu try and
hinders the growth of new units in the 1ndustry. It not only

forestalls entry but also generates oligOpolistic or momOpo-

listic market structure( ) If industrialisation is followed
‘by exeess capacity then it will generate further crisis..

_ﬂAgain, most of ‘the developing countries, during the perled |

of thelr planned development,experlenced 'enclave type'

develOpment because of the larger_concentration of modern= -

'eecto: ecﬁivltiee in urban centers mainly metrOpolies,

degenereting growth impulses to thelr peripherles.(7) S0,
the problem of regional lntra-industry dlsparity in terms of

.‘exeese capeeity has now become an acute probiem in‘the

1.2:

-1ndustrialieatlen‘programme_Of developing eountrlesQ‘India,

being a developing country, is no exception to thls crisls,
To Indla experlence of West Bengal is conspeeious in this

respect.

The 'Bygone . Glory in Industrial Activity of Bengalx
~ The reminﬂscences tell us that the economy of Bengal in
ancient period was glorious in the sub-continent. Since then

Bengal has been famous for the high artistic skill of her

3



“eraftsmen, Her wmuslins, brocaded silk, Jamdani Saril and
harmonious cotton prints were famous in the world. 'The
cotton textiles and gilk fabries were provinees!' most famous
industries and these had markets not only in other parts

of Mughal Court, was one of the eonoisseurs of the products
but also 1in many countrias'(a) The working of metals and
precious stones, the preparation of essences,'and ivory works
attracted admiration of many travellers from Europe and '

| Far East. Under suitable patronage art and industry blossomed
“at their exquisite delicacy and beauty g unrivalled by

;the products of any other nation. Those glorious days’ lasted
long through hereditary transmission of skills “based on

casts and sub-castsa

Bengal maintained an active overseas trade with South
India and Ceylon in the first cenbury A.D.(g) The important
centers of trade and industry were: Pundra Vardhana,
Lakshmanavati, Vikrampura, Karnasuvarna, Triveni, buvarnagram,
Saptagrama and’ Tamralipti. 'Two important overland trade-
routes-were populer, one connected Bengal through - Kamarupa
with China, the another passed through the Himalayas accross}

Nepal, Sikkim and Chumbi Valley to Tibet and China.(1o) .
Through trade her wealth had been increased enormously. The

'wealth of Bengal about a- century before British conquest has
been’ vividly described by Bernier. The prosperiby of Bengal
beforefPlassey (1757 ) was ascribed by Verelst to the



‘cheapness and quality snd the prodigious traffic of lher
manufactures's But the dey of damnation came immedistely

after Plassey wilth series of events:

- 1. ﬁcuuisltion of Dewani by the East India Company in 1777
had opened nhe line of druinmée of wealth from Bengal. 4An
esﬁlmabe by late br. J.G. Sinha put the outflow of PC@OUPCGS
_fram Bengal cetweun 1?;7 and 1780 at nearly £38 million.

It lncludes aralnage of silvor currency 1n England via China.
‘fo thla funds for developmeqt of new fbrms of entefprise
vhad beon ﬁrained off to. bngland vhere lndustry and comuerece

(11)

:were flouribhing as never bcfore

'2:: Inﬂustri&l Revolutlon ( wlth serigs af inventions )

encouraged the British industrlalibts to - cupture the maraet
oi B ngal fbr their products. J.b. Slnha oplned that the
'Industrlal Revolution 1n Lngland cnly hasten@d the Beﬁgal |

Inaustries.

3. 1The policy pérsuadein England to discourage Indlan .
manufactures.(12) It'had started the process of de419dus—
trialization through British cump-follouers and lOftﬂﬂ@'

' hunters.”'

b, The Merabha, Mughs and Portugese pirates followed loots
whmch-brought uncertainties in the economy of Bengal.wnereon

artisans vwere advemey affected in thelr trade and transactlons.



Bj~thié way in e¢ursa of time decade from Plassay:all
industries in Bengal declined - cotton and silk;éplnning 5
-and weaving,'sugar5 salt, lron-smelting, tool~makimgg dyeé.
“and Shipabuild;ng vere nqbed¢(13) Ultimately Bengal became
lthe,Supplie:‘qf raw méterials fgr BritishAIndustries-and
. market fot Br;tish manufacﬁured goodsa ?eéple concentrated
| on agriculture by.léaving‘traditional‘indusﬁries. The o
transfer of'pawe?.frém the'eampany to the crown is another
éhase.to hit out‘Bengalg Then, the éammérciéliéétiangof :
agriculture began with the beglnuing of Civil War in' North
fuérica which diverted the British demand for raw cotton
and'indigdifme Unitéd States to India§(1%),The best lands
of Berigal weré forcely thrown for indige plantatidn; Thé
non=food to fbodycrop output ratlo began to rise and self
sufficiency of rural Bengal had broken down tremendously.
Caekrell, enquirgd in the famine, himself admitted.that
~éon'e'df‘thé causes ( scarcity of food=grains ) ﬁésrthe
fincreasing cultivation of indigo which year by year absorbed
'large areas of landw which etherwise would have:been devoted

Abo_the cultivation of ce:eals?$15)

'Thé accﬁmulated'eépibal in private~hands in Britain
started flowing t& India through'push and Gull effect and -
Béhgal'goﬁ 1acaliSatléﬁ'of twé indusﬁries'éélTea and Jute.
':Por jute the world's highest 1ocalisation came into force

'  on the banks of river Hughleen From 185% to 1863 the grewth_?



of this. industry was rapld, As Mr. H.G.Kerr had mentioned
_the romance of jute on- the eecasion in his report. tJute was.
a monepoly of India and in this the Bengal 1ndustry had &
streng adventage'(16) In Bengal thetea was planted first 1n
‘the year 1856 and therewith festered Fulbari T.E. (1877 ),
KWashabari T.Ee 1877 ), Damdim T.E ( 1877), Dalimket T. E.
C1876 Yy Menabari T.E. (1877), Manihope T.E. (1878), Patabari
T‘L. (1878) and Eanichera TeE. (1878) ete. Upte 1906 all
1weate lanes of Jalpaiguri came under tea- plantetion. By this
way there were 1;0 tea gardens in the year 193#. During - thls
'time many tea gardens had fbstered in Daraeeling district «“ 7)-

Industriallsatlen in- Galeutta-warah~Hughlee area followed
a characteristic feature whieh was the presence of large
magority of the eetcon gute, Tea and other mills. The doctrlne
of imperlal preferenee did attraet many private investors to
set up their ventures in the areas MEn who diverted gxfrom
tradltional industries and land began to gather rcund
factories, trap fer expleitation as they had never became a

strong colleetiveaburgainer in tae faetory system. Thus, elew

grewth ef trade unlon,falling wages, rlsing pr ces and - huge»pro-, a

flits" did abtraet agaln fevw industrial unihs fer uhieh commercial

and geographleal advantages had already prevailed in the area.

w&tﬁ?Behgelﬁﬁiscfiﬁlhatiqn followed byiBrltlsh;rulerag L

AvweVSaﬁ7Madfas'and'BemBaj had always.sharinglthe‘larger amount
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than Bengal where it collected more revenue than ethers. It
aecentuated the dLspariby‘ The lnequality was enshrined in .
the Govt. af Indle Act.1935, and fifteen years ‘thereafter | '
in’ the const%bution of 1950 - im a worsen fbrm. Many public :
works had in restrietﬁd scale in Bengal than in Bombay and
Fadras (18)

| ’“he Benga‘ famlnes repeatedly famlshed millionsof people
and mounted proflbs to industriallsts, And finally eor *bitiem
viol nbly disrupted the economy of hest Bungal with the
exodus of nopulation from the then East Paklstan. Accordimgly
abautAhq53xlaKhs of immigrants had been rehabilitated outalde
West- Bengel upto date from 1946 £o 15. 741970 and 22.8 lakhs
within the ohates,( 2 ".us,the economy of West. Bengel was

shuttered. :

103500 égﬂéflgﬁ@ﬁhgigh Centre: A Set*Baak'tG-waéds Development;"
ff_DiScﬁiminatLon"wiﬁh West Bengal started at the dawn of o

indéﬁeﬁdénce"Whén West'Eeﬁgal Govk. discovered that the

" centre Lad on the storke of 12 O'clock the previous night slash
the sbate's share of Jute export duty.(zg) Even durin" the first o

f decgde after tadependence, West Bengal was ‘the most industrial |
staﬁe in India; In the year 1955=56 West Bergal had the highest
per capita RDP (N»b Lomestie Produet) cowpaﬂe to &aharastra,
Punjeb, Gujrat and Karnataka as shown in Lable 1. 1.‘21) In the
]682‘ 1')62-63,the posi.t:}.on became third. In 19?6, the position
had gone down to the 7tb Ln order of ranits from 1962~63 to 1975
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the'per-cepita N.D.P. increased for West Bengal n~héo, for
Maharestra e. 678, fer Punjab Bss 93h for Gugrat n. 513, fbr
Karnetaka Rse 573 and for Haryana k. 813. It is due to the
remenstrant planning by ﬂhich Wesb Bengal had been pushed
back to the tail end in the ranking. Thrcughcut the planning
.pefiodiin india'e picﬁnre of»discrininaticn withLWest Bengal .
1¢ clear from table (121)s 25 in the 2nd Pian period the per-
capita state-plan expenditure was the lowes» for West Bengal
'(%. 59 ) compared te Maharestea, Punjab, Gugrat ‘and Karnataka
in order ef re'k. The same rank was observed in the Sth P1an
period. Prom 2nd Plan to Sth Plan for West Bengal the per-
capita ‘state plan expenditure increased by fise 1h1, for
Maharaetra T 306 for Punaab Bse hs?,‘for Gugrat n..zeé and
ffor Karnateke Bse 215. Auazingly Eeryana’s per—capita income
increased tremendously with massive increase of per-cepita
stete plan expenditure. At the close of the Sth plan it was
found that West Bengal was behind the states in the both

respects as referred.

iSince ,ohe pleuning'allecation was nob faveured,-the
1ncome and expenditure deterieted as shown in uaole (14 2)
where. West Bengal settled at lowest rank in respect of per-
capita revenue. receints .ané pcr-capita development expenditure
';to revenue receipts. From the year 1982 to 1985 per-capite
revenue receipts increased for West Bengal Bs. 58 78, for -
Gujret n. 100437, for. Maharastra Rse 102 06, for Punjab %.6h 91,
far Heryene Bss 97 83 and for. Karnatake e. 102.07. Hence, uhe
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Table

- Per Czpita Revenue Recelpts and Developuent

Reserve Bank of India, in West
,;Bengal (Economic Review) 1988,

dxoendlture to Revenue Recelpts in Some M¥ajor
States.. -
States Per Capita Revenue Receipts | Per Capita Development ‘Per capita Per caplta |
e : B Y 2en , ; - - Developnent Revenue
{in & ) ,pgpgnditure to levenue  “Ezpendtture Expenditure
” S it Bgceipts ( In @5 ). _increased by | 1inercased bgyi.
1982-83| 1983-8%{ 198k-85 | 1982-83 | 1983-8% | 1984-85 |  (in Bs.) (In 3.) |
. : R B ' - 1982=85 1982-85
WeSt | T : s
Beﬂgal 2uh, 6k | 261.55 '3303.L2 1 200q73 - 206. 97 262.35 - 61,62 - 58,78
GUJ rat ‘ 381 .69 1 L2646 | ',’-?82; 06 4 2?8.76 - 299, 05 353.11 - 7].|.. 35’ 100‘37
Moharastrd 438.67 ‘%79,&24..}5ﬁg‘73 | 26%.25 313.05 | 371.67 | 107.h2 102.06
Punjab 450,97 | 486.62 515.88 | 267.59 322.73  |"840.51 72.92 64,91
Hargena | %55.75 | %89.2% | 553.58 | 316,77 | 328,91 | 393.07 | . 76.30 . 97.83
Kernataka | 331.26 -} 370,91 | 433.27 -} 221,32 | 238.91 | 30m31 | s2.99 102.07
Squrcé:;“" Heport én Curreney and Finance;

cL



;hputting the entlre rcsponsibility of this

‘Bengal: was; the' lowest among the-States as

| The discrimlnation started: generdting the

(eadh*ssétegésga.reg;bn ) and"weép-Bengal

gtouﬁ&»in]gvdéﬁe;dpiﬁg econémy. S0, ‘it Ls

ﬁhe?pérbldffﬁhé~Bengali Pﬁblicfopenidh to

on the shoulder of the Union Govt.(22>

A very lnterestlng vlew of the Bengol

13

;Peﬁfcapihéfdgvelopmeanexpenditune to revenue receipts f0r'wést

shown in the te ble.

,reglonal disparities

receded: to. the back-

an easy surrender on

ﬁhé?ﬁemptétion of

‘sdfry state of affairs -

Chamber of Commerce

3 (1971) thab'the centre's dealings with west Bengal .and its ‘

1ppoblem$;l¢qd3to pne&broad conclusion that while‘demanding

"1.‘&':

Pmﬁdifigaﬁiﬁﬁgand_éhangef1n‘certain~§§liciéS‘andxpracties

péfsuqdefby:ﬁhquhfthGpvbg affect thatlsﬁaté;'Westzﬁengalfhﬁst’

alSo‘takexa lbng*ahd”hard-sélf?critical looka Bemoaning centreisv

attitude on every form is neither Jusbified nor likely to

produce any helpful result'<23) SO ‘the discrimination and

disparities continued‘in planning perlods.

;ihesﬁegiqnal-Diépat;ty::- A Crisis Process.

v.ihe‘norﬁhégn five districts of West Bengal -- Darjeeling,

Jalpaigurl, Coochbehar, *West Dinajpur, and Malda jointly hold

* West Dlnajpur Ls now divided - inte two
Uttar Dinagpur -and Dakshin Dlnagpur.

dlstricts viz.
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the identity of a He gion called’ North-Eengal. The remsining part
comprises of eleven distrlct holds the regional name as outh
ngal. ﬂartb Bengal ls agro-ﬂominated and rursl based economy
where Lhe ;ch distr;cts are more or less backward Lo every
respect. gimitea infrastructure facilities stand in the way of
creating atmosphcre for meanufecturing activitles. In‘agrlculture
sector alsoﬁthe outdated method is mostly followed camsing
little»improvement in production. Except‘tea few other industrics
like hlmbér,_plywood, riceAgnd flour willing are seen in
Ektiasal of Jalpaiguri andiﬁabgram.of Siliguri area. PFew rice
Nills are working ln the dlstrict West Dinajpur wherein’ Ralganj
spinning will and & small peper mill have been working for a
fow years. Since, there presence only a few.andbpbor mincral
resources, as copper in Darjeeling and line stone. in Jalpaiguri,

no big industrial units based on alneral resources yet started.

In South Bengal the Caleutta-Howrsh-Hughlee lodustrial
belt ls the bigest; a reglon 1ongingrabéut'80 ka. on the bank
of River-Hughlee, sterts from North Triveni to South Biriapur.
The nearness of Calcutta port and lts hinterlands like Bihar,
Assam and Orissa muae facillitlies of wachines, uwen and PaW-

; materials for industrial units. Coal from Raniganj and électrl-
clty from L.V.Cs, Bondel and ‘Souta1§; make advént of mény
units like'dJute, @ottén, Aluminium, Peper, Match, Englnegring,
Chenical, Glass and many other industrics whiéh we cénhof*
classify here.In this reglon Qe'see a car msking unit"aﬁ

Uttarpara,ia shoe-making unit at Batanagar, e Railway coach



bS..
making unit at Xachrapara, a ship—builéing unit‘éf*ﬁhidlrpur and the
gun factg§y~ef Kashipur. Here many prmvate eampanies have extablished
their manufaeturlng units as for thblz neceosary lnputs other

;ndustrial autputs areavallable in the area.

' The Asansole industrial beit éomprises of Raniganj, Burnpur,
Kulti,‘Barskar, Rupnaragan and Chittaranjan where-ﬁe,see industrial
units like iron and stegl, eyele, aluminium, paoer and locomoflve
_manufacturing for which power produee mainly by ¢oal avaxlable
“iin»ﬁanigangtafea. Adjacent to this the Durgspur industrial region
- where maln industrizl uaits are D.P.L. Durgapur Chemicals, ﬁining
ang’ ATIded Machinaries Carparatien cte. ﬂere a eoke coal producing
_ unih, a fertilizer maﬁufaaturing unit and o speetical-glass
_manufacturing unib are important among ataer than hundred ualts” ‘
in the areas. Thp induutrzalisaticn at Haldia s mede maloly by 3?5
Gavt‘ facxlitxes. Tatal investmcnt in Haldia area by State Gavt., |
Government af Indla and the najor private sectar enterquses are
to the tune of Bss 900 Crorese The important exlstlng industrial

units are: ﬁaldia Dac&-“amplex with composit eargo, Haldia Reflnery,'~

-Haldla Fertii;ze Sy Shaw Wallace, Hindustan Leave r, Chlorlde

'fInéia}anleEE%a'Carhsn_etc.

Ibr miﬁeral resources. the south 1ls endowed uith coal, lime- ~ O

stoae, alfram,fire«el&y, cyramic manganese, cappe* and iran—arb.

‘  any additional amount of power as produced in the state brougﬂt
a barﬁer allatmcnt for Sauth as needed by iks growing demand. The
"éram~hack keeps North 1ess prosyercus.-&a, diversity and disparity

are co-existing along withgrowh and development as shown in the'
map fos 1ely, 1.2 and 1.3 | SORTH Bmnec, A

1 }14 3 ‘g 8 2 5} Jﬁ;?j i%i%j? E.va--re iy Library
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.Forces-of‘Divergence and Convergence between Regionsz.As

. Backwash and Spresd Effect.

The tertiary sector is the most important employment
providing sector in urban areas of North Bengal. One of the
most distinguishing features of the towns of North Bengal 1s

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

1 gmall reugil shops are predominent in all the towns and

villages of North. Kurseong remains an exception as there

people are engaged 1arge1y in transport and eonstruetion workssqh)
’The nature of occupational pattern in the urban areas of
Vorth Bengal shows that it has falled to achieve growth and

SO there s an excess ponuiation in ratail trade'(zg)

" The degree of urbanisation for the year 1961 for North
Béngal was 10.1, raised to 137 in hhe”yéariﬂ981.(26) The
degree of urbanisation of Siliguri, Alipurduar, English-Bazer,

0ld Melda and Reiganj are comparable as similar to some towns

of South Bengal. The pecullarity is that the degree of

ufbanisation'in North Bengal is the'éxpressidn of agrarian
crisis where as the degree &f ubbanisation in South Bengal

(fcr comparable towns ) is the expression of industriallsation.

'Beeause in agrarian sector North Bengal is Tar behind‘any“sample

size of five districts of South Bengal regarding the distri-
bution of ground water structure. The areasrirrigaﬁed.bnybvia_*
Canalslin North Bengal are: so ihsignificént' they -are never -

before Burdwan, Birbhum and Midnapere«alone;\However,nthe -
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'ﬁisca Project! has a good prospect for future iréigaﬁion
facllity in Horth Bengal. The formers of bthe South are
aéqanéed}ta commerciallze their agrieulture pfoducts as use
of fertilizer reflects thelr wmotive for conmercialization of
agricultures Lack of irrigation facllitlies limibts the usec of
fertilizers and’henee; unprbfitabillty'diverts the7faréers

of North to dther occupation mainly in urban arcas. The
pracess 1ifted bhe high uegree of urbaniSaﬁions in the NOrth(‘7>
Here analysls of Gunnar Myrdal requirbs spaeclal abhentien that
'it appears to be w»nerazly true thet urban growth ln under—
devepoped resions ls not a funct ion of the expreslon of
lndustrlal base bat an expr@ssion a? uhO seVGrLty of awrarian
crisis. In some touﬂs of the South urbanxsation is the Pcsulb
of,'Spread Bffeet' of industrizlizatlon. For this rcason the
'Backwash Zffect! would be wore for rural—north than that of

rural-south (‘8)

Regarélng-incdme distribution the Lorenze Curves of
(31)

Siliguri§29)'Durgépur-ﬁsansale(3g) and Kurscong arc wore
ér'less ;he”aémei The upper 10% familles enjoy 33% to 36%
of* total inc@me whereas the bottém ?0%'families.eﬁjby 1% to
'3%iof~tobél income, The defference is that the co-efficient'
of var. iation of lncome for Rurseong is first in raok whercas
siliguri stends second and Eurgapur-ﬁsansolé the tnird. The
dégree'of vériability 9f business ineame‘fbr the former is
more thén the wage-income of the latters. Fluctuation being

settled with greater divergence in rural areas of North, the
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" ’diSpérLty between Horth and South ls now acute in recent AT S,
The problcm of intra-industry disparity in terms of cexcess

B capacity ‘betveen regions Ls now one of the crisis nrocesses.
Lne problem retards the growth of new units: and lndubtriall- '
uz&tggg in West Bengal .~ reflects the faelai features of -
fﬁconéénffatian-in few speclific pleces only. The Reglstered

Menufacturing Sector brought an cvidencé for this:

jnﬁfing‘éhe last de¢adé~tbe’ﬁistrlcts likke Coochbehar,
We§t DlﬁaJpar?-Hﬁléa,uﬁurshldabad, Purulla énd‘Bankura
gat'little iﬁproyémentvin<industrial aétivity.lﬁhdeﬁ ﬁhése
'“diéﬁrictS'many ﬁniﬁs~fuh'lmt6 decbt and'ﬁork‘at less»thén-
f'anLmum—capaeity wnicr bafgle the zor?hcoang cntredfenéurs_
 uﬁles§ they bredk freeh ﬂroundv-rew enfruprenurs heve taken
a ;Gﬂ@,iﬁ the dark since we observed a slight‘change in
Lndustrs.él actlvity. Many menafacturing units in these .
,dispr§¢ts hévg come to terms with loans andysubsidiés from
publie fundg. They'have become loss concerns’ within fou Jays
af tnnir birth. The Lndustrial developmwnt in thcse dLstr?cbs

have 'passed down cn'fecourse from Govt., only;

‘The growth of. Ru@‘SbQEQd Lorking Pactories < dxcluding ‘
Defence actories) in the’ stﬂte brlngs us ati 0pportunlty.
to inveigh against conccncration viz. unlts ,employment and

utnut in two speciflc nlaces only.



idhlg;;ilaa-

Registered wOrking Factorles (Excluding Defence
Factories) in West Bengal by District. Table Nos 1.3

fbistrietjff" ‘19?8"'1979;:f1§éoc.~1981 | 1982 | 1983 | 1984 | 1985 | 1986 | 1987 | 1988 | 1989

| west Bengal 5967 | et | en21 | esus | 695k | 7324 | 7628 | 7864 | soek | s3us | 8573 | a7ue

Burdvan | 325 | 3w | 367 | 381 | 397 | u21 | u3uw] ues| 7 | w91 | w99 | 508

Birbhun .. .| 78 | 8 | 8| .83 | 8 |“ 8 | 8| s| 9| 9| 95| 95

- Bemkura | 73| 69| 66| 69 66| 65| 67| es| 76 | &0 75 | 79

Hidnapore 8 | 8| 92| 101 | 101 | 91| 19| 12| 126 | 134 | 34| 146

“Howrah ' {1274 | 1326 | 139 | w21 | 15w | 163 | 1687 | 1728 | 1774 | 1816 | 1841 | 1869

‘Hooghly | 169 | 205 | 221 | 231 | 238 | 248 | 251 | 282 ) 290 | 30% | 313 | 324

| 24 parganas | 2811 {2861 | 2979 | 3032 | 3209 | 3381 | 3504 | 3609 | 3684 | 3828 | 3988 | hos?

 Calcutta sud | 559 | 59% | o596 | 671 | 75 | 75y | w72 | 782 | s01 | 813 | 819

Nedta | 73| 8| 91| 96 | 10t | 1% | 12u} 123 | 128 | 133 | 138 | 138

| mirshigebad [ 18 | 17 { k| 13| 13| 15| 15| 5| 15| 17| 18| 18

West Dinajpur | 31 | 29| 30| 20| 30| 29| 3| 3| 3| 36| 37| 37

welda 0 | 7| &4 s s&| 9o 0| | 2| 2] w]| 5] a7

1 setpatgurs | 249 | 253 25% | o5k | 260 | 271 | 289 | 294 | 312 | 305 | 330 | 336

| Darjecling. | 161 | 161 166 | 172|176 | 180 | 187 | 190 | 196 | 200 | 201 | 201

Goochbehar | 13 { 13 | 13 { 3| 13| 13| 2| 4wl 8| 18| 18| 18

| Purulia 55 59 | 50 | 4o w3 | we | w3 | oW w9 | 51 | 5u 54

Source: Chief Inspector of Factories, West Bengal.
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1.6: Tha Poor Performance in Industrizl Activity: The Reglstered

panufacturing Sector as a Referonce:

“Apart from reglonal problem the Lndustries of West Bengal
stend back by wedliocre performange. The plebture for index
pumber of lndustrial production of West Bengal compare to the
rest of Indla (i'ige 1.1 ) shows that the industrlial activitles
had faced a hard time for the period from 1980 to 1985 via a

. gult in the yesr 198k. For Indie Ghe growth of industrial
production continued at a rilsing trend. However, in West
Bengal there was a slight iuprovement Lln the following veurs.
It is due to the small scale wnmanufacburing units which had
been started with ald and subsidies for few years. Bub thelr
continukty ls questioned as wmost of them ought to be slck

within fow years.

The exefactery value of subpubt of West Bengel to India wés
3,.,8% in the year 1980-31, then begen to fall in the following
yoars upto 1986-87 when 1t was 7.4% only. It Lis due 50 a sticky
grouwth rate of outpub ln West Bengal. The lndex (with base
1980<81 = 100 ) of exfactory value of output in test Bengal
had grown to 165.1 in the year 1986-87 when Indla glgnificantly
noted at 217s8‘3?> The duy ior damp growth of output is
evidently causing & foct that bhe grouﬁd once industrisd were

fabricated now loosing robustnaess.

From Tircctorate of Industries (Wost Bengal) the source.

says that the pericd from 1980 to 1987 industrial licences
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1ssued ( 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

(33)Among them manufacturing of Rubber,

substantial expansion.
Plastic; Petroleum and Coal products, Chemical products and
Electrical Machinery are projecting the forepart of their
succession. .During the same period a pre-record from Ministry
of Industry,oGévt. of India, helps us to perpend about letters .
of inten6 énd ihdustfial licences 1lssued to different states
in India, where West Bengal is behind the states like Andhra,
Gujsrat, Haryana, Karnaﬁ%&ﬁ;-Madhyapradesh, Maharastra,

Tamil ﬁédu and Uttarpradesh.IWesﬁhBéngal is only before Assam,
Bihar, Kerala, Orissé, Rajasthan gnd7Pﬁnjab; Punjab was left

" behind for political crisis. But what_crisisuis inherent in
West Bengal where industrialists are'féluctant to get more
indﬁstrial units? Why they revealjtheir preference for M.P.,
U.P. Hafyana, Andhra and Karnataka over wEst'Bengal where they

could have construected industrial units ? Only industrialists

can dlvulge thls retrogression.

Here dabital output ratio, output labour ratlio and capital
labour ratio are unfavburable in industrlal scene when
comparedlto'those of Mahafastra, Gujarat, Karnataka and

Haryana as shown in table ( 1.4 ).



Zzble No. 1.k

_“The Capital Qutput Ratio, Oubtput Labour
;and Capltal Labour Ratio in Regilstered

,?Manufacturing Sector for Different

States in India.

< Year 1981-82

2%

x Sta£es- : c/0 o/u c/w
West Bengal 0?7?39£a | oigzho ': 0,663
Maharastra {,0.56555 f&?%?£7§69“ 0:9880
punjab o.e6s | rz | 09993
Gujarat .0,5h87 : vj;531h ' 0.5“02
Karnataka 0.7220 1.6793 | 0.7792
;;gyana , gﬂo.6393 0;9756 1,0772

4 Uﬁﬁarpradesh fi ' 04976M | 0.8840 0.863%
Madhyahpfadesh7 oM 1{2%62. -~ 1.5482
indbra Pradesh 0.8375 0.5638 | 0.2

Sources

Data Calculated from Table No: 17.6.
18tatistilcal Abstract! West Bengal

1978 to 1989 (combined) Burcoue

‘of Applied Economlces and statlstics

P, 482-49k%, (value B+ in lakhs,)
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In recent years for Reglistered ﬁanufactﬁring Sector of

{jest Bengal the picture of . net profit is iamplying poor -

. perfbrmahee in &nduétrial pctivitics. We anw that net vaipé

added is equal to gross output mlnus total input and depre-
ciatione. Ene neb»income.is agual to net value added wminus
rent and Lnterest; From the inforwmation the het profit is
egual to net lhcome minus implicit carnings. For West Bengal

the net prdfit is negative. Side by side lower producbivity '

~ of labour with high value of returns to scale leads to the

conclusion that the . inaustrieo in West Bengal have bﬁuﬂ
‘trapped! at the probiem of excess capaclty. This problem

is to be uxamined furtbcrcd.

Objectlves of Studys:

This study evolves round the following objectlivess- -

1) To exemine the struetural anatowy of industries of

Registered Manufacturing Sector of West Bengal.

2) To examinc the reglonal intra-industry disparity, snd
the rate of dlsparity Iin terms of per-cspita income and

excess cspacity in West Bengal.

3) To anmine the variatlion of cxcess eapacity in the
Eubllc Beetor and Private Sector units for ssame industry

group or sub-group in West Bengal,
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L) To examine the reSponse of capital labour'%%Pthe growth rate

of productlvity of labour.‘

. 5) Tolexamine the cause and effect of execess capacity.

Tbe Area of the Study:

. The*RegLsterédimanufacturing Sector in West Bengal has been
selected as. area of this study.The Registered sector is the'
coverage of A.S.I. extends to all factories registered under

Paotories Act 1948 with (1) 10 or more worhers and using '

| power, or (ii) 20 or more werkers and not using power. In it

Jthe Gensus-Sector comprises of Factories employing 50 or

more. workers and using power and 100 or more workers and. not

using power. "“The . remaining ‘factories go' to ‘Non-census sector.

‘nAccording to the NIC- 1970 the available 1ndustr1es (in

ceasus and- Ncn-Census Sector) from the frames of West Bengal

(1978), amounted to 269 ( a total of 3~ digited and h— digited

”industries). The National Industrial Classiflcation is made
- by oubpub crlteria il.e.- specifying a product under the
industry group. The 3~ dlgited industry group belonglng i

,:to the NIC Division 2 and 3, is related to manufacture.

.. The. hth "digit“ is under 3rd, digit to spccify a product under

"f'the industry thCh produces it. For all these industries wé

;_study the function to understand the problem.

1 9 survey of the Ldterature. ;

.From Marshall to such later economists as Khan(1935Q§$h)



Harrod ( 193%-35)(35) and J.M. Cassals (1936-37)(36) defined
 excess capacity in their own respective ways. From what they
| have sald, it follows, that excess capacity is the-difference
between the Ideal Qutput and the output actually attained;in;
the‘iongfrun. The Ideal Output of firm was generally regarded
as the outnut which is associated with minimum long=run
average cost. Chamberlin (1962) argued that excess capacity.
arises when free entry in GOupled with the absence of price
competition.(37) Thereafter a series of works had been done
on this line. lovall, C.A Knox (1968 ) worked on'Capacity
Uhilization and Production Function Bstimation in Post War
American Manufactures'(Bs) WOnders (1971) uorked on uxcess
Gapacity As a Barries to Entry'(39) Shepared,: W.G. (1979) on
!Excess Capacity and control of Prices'(ho) Murry D. Bryce
(1961) 1)

performance in unlt as well as in industry.

defined excess .capacity in terms of " “Poor"

In India the performance of industries has been agssessed
>by eminent economists like P.R. Brahmananda(1982)(“2)who in. his
studlesvon 'Productivity in the Indian Economy ! found rising
:inputs for falling outputs in Registered Manufacturing sector
where public sector units suffered from a rising depree of

under utilisation of capacity.

» " (X | | '
Prof. I.J Ahluwalia (1985)(}3) threugh her studiesvon
4Industrial Growth in Indla’, found stagnation in Indian

industries since the mid-sixties due to very poor performanee
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in terms of productlvity growth. The poinﬁs contributed to .
industrial stagnation were (1) slow growth of agricultural
incomes and thelr effect in limiting the’ demand for indust- :
‘rlal goods, (ii) the siow down 1n public investment after-
‘the mid-sixtles with its particuiar impact on 1nfrastruc;
tural’invesﬁﬁent, (1ii) poor managementrof the infrastruc-

| ture sector leading to severe lnfrastructural constrains,
and (1v) *he industrial policy frame work, including both
domestlc industrial policxes and trade policies and their
effect in creating a high cost industrial structure in the

eConomYy .

~_In her later work (1991)(hh):she found growlng trend of
cabital intensity with falling. trend of capital product ivity
Alh'india manufacturiqg_during the.period from 1965 to 1985,
ng:thé same period the productivity of labour showed off
iﬁsﬁffieient growth and some down in total factor producti-
vity growth. yhich reasoned out under utilisatlon of capital

and excess capacity.

The capltal deepening and under utilisation were also
traced by A+Ke Banerjee (1975)(h5) in hils work on QGapital
Intensity and Produetivity in Indian Industries.: Y. Satya
Narayan (1972)(h6)also studied cxcess capacity in JTndian:

\\
manufacturing: through the lumpact of Licensing Policy on

Lndustria; output. -
\.
\\

Apart from these $ﬁﬂd$bs we note down excess capacity

-

s oo .
Yy A RE
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from our own vlew}point. Operating and industrial enterprise
jfconsidérably béloﬁ'capacity -= One or two shifﬁs when bhreeﬂ
'fﬁould.be wore ceonomic or without great concérn for cost
controi,or efficlency or without any'poncefn regarding average
pfodﬁcﬁiviﬁf of labour -- Ls an evidence of excess capacity.
' Pob this we use the production function parameters, e.g.;‘l
returns to sca1e and technical efficlency to Lldentify the
prdbiems of excess capaclty. We also consider input output
rétio; capibal output ratio and capital labour ratio'fér

_realisation of the problem.

A greater excess capacity in an industry of a region
‘cempare to that of another region is observed when (I),a‘”
.higher-returns to_seale is assoclated with louer average
'produéﬁ, or=(II)higher capltal output ratio 1ls associated
lwith hxgher capital labour ratio and hlgher 1nput output-ratio,In
'the same way ‘we can trace the excess capacity' hlgher or
lower, in the public.and private sector units 1n the same
industry group. For the industries in Beglstered Manufac-
turing Sector of WQsﬁ’Bengal no work has so far been done
on excess capacity to the best of otr'knowledge. So, we
pass down our task into deuper for realisation of the

problem.

= 1.10: Research Hypotheses:

1) The index of industrial production of West Bengal was

at a slow pacé from 1979'to 1987 due to exogeneous and
endageneous factors.



2) Major industries like Jute, Iron and Stecl, Tea and

Engineering showed a:slow rate of growth of production

A.fr6m 1980;1989.”Hnwever, some other industries Cotton

_Y(Cloth), Salt;lvanaspati and Chemical industries has a
'slightly higher rate of growth.

3) -The flgure for average dally number of workers employed
4n- Registered Manufacturing Sector of wQst.Bengal for the

period from 1978 to 1987 was stagnant.(h7)

%) The eoncentfatibn of vacancies notified and placement
effected through employment exchaqge by public and private

sector have gone down in West Benga1 since 1980.

5) The productivity of labour in Registered Manufacturing
Sector ef West Bengal Ls the lowest when compared wlth
labour productivity among the states as Manarastra, Gugarat

?

Karnataka, Haryana, U.P. and Madhya Pradesh,

'6) The eapltal output ratio and capital labour ratio for
‘industries were unfavourable in West Bengal in some sector

as compared to bhe aforesaid states.

7) In the same industry gfaup, the -regional disparity in
‘terms of producbivity and returns to scale showed the
variation of éxéess-eapaclty. Varlatlon of excess capacity is
in exlstence also in public seetor units as well as private

"~ gector unlits inﬁsame industry groups.
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8) The working capltal for many ventures in different industry
groups'hadLbeen‘weakened;as the big volum of bank loans has .

been- increasings

The_Methodologyé

" The study follows the seguences of Methodology:,

1) .We study the Location Quotients and ILocalisation

Comefficients with the help of Florence's formula to unders

stand the dispersgl of industries in West Bengal.

2) We fit K'menta Approximation to the GBS in order to
observe scale of returns, elastlcity of.Subétltutién,
distribution parameters and average praductlvitj of labour.

to study a comparative view of excess capacity.

3) We téke-a.Sﬁitableiapproach in order to observe the

‘vdifferent'components of'ber—@apiba income cauéing the rate

of iﬁtraeindustry,disParity'between regions, and among

reglons.

L) We‘set.the '"Variable Blasticity of Substitution
Production Function! with the purpese to examing the
response of capital labour ratio to the productlvity of

labour.tO'understénd the problem of excess capaclty.

5) We select various samplés (through circular systematic

‘sawpling) to study the ether reasons for excess capaclity in.

Replstered Manufacturing'Sector of West Bengal.
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1.13

3
The perlod and Sources of Datas

The period - of study is walnly from 1977-78 to 1988+83

with a view to uslog the A.8.I. Data available in different

' records. In many cases ve -take a look at the act of drawing

‘conclusion frow the premises.

Limitatlons and Scope:

In this study we bry to-findiincra—industry“dispaviti
in the special feature of industrizlisation Ln West Bengal
where_maqufactufing activity runs iﬁhO-greater excess

capacity in both publlc éﬁd privete sc etor unlts. Though

Indien industries are allled to this problem, yeb the B

. problen Ln west Bengal . LS special due- bo its politico~

economlc cond ition. On thc way of this study many lmnpon-
derable thlngs come to frustrate our estimation work.
Because paucity of dana and inadequacy‘in the Lnformation
system limit full view of this work for vhich detail study

of many aspects could not be drawn.

It opens the line of scope for ressarch work. An indepth
étudy on the nature of rate of capacit& utilisation ezdn be
éarried out for the industry groups t@'identify~theycépacity
'QXpaﬁding»industries' which can be better treated by finding

ways of developments

The work does not take a ghantitative study on managerial
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ability and trade Gnlon's activity uhich are of cruclal
importance for productlvity in any organisatbion ggspecially

in Industrial sector. So, studles should come dub o

include managerial abillity and tradeUnion's activiti as lnputs
to production function to distinguish the relative importancé

of public and privaete sector unlts in the stabe.

the Work in Brief:

The work has been organised Ln_the'following chapters

in addlition to the concludling chaphefé

Chapter I’cafries discussion on acquintancé-@hip of

uest BOﬂgal dt hcr past and neoteric Lndustrial activity.

In this afterthou z:ht we discuss forees of d1V»rgence and

‘convyrgonce betueyn regions in the sbate where performance

of industrial activlby speclally in Rugistered Manufacturing
Becbor stands back by greater excess eapacity coupare to

those of other states in Indla.

Chapter II beasrs a close examination of pro;pensity of
disperoal of manufacturlng industrles by the anatomy of
industrial Frame to reveal the existlng nature and pattern
of industrielisation in the state. Through this analysis
we go in the nature of dlspersal of industrlal sctivity

in complaince with Govt. Pollicy and measures.
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- Chapter III alives to-the'eon3equences of Govt. policyAénd

measures. And the regional intra-industry disparity between

‘ North and SQuth Bcngal becomes an Lnterestlng analysis in
~terms of capitaT output ratio, output labour ratio, capital

'labour ratio and reue of diSparity. O

Chapter IV establishes the reglonal variatien of exccss
capacity in same Lndustry grcups through the. study of
‘productien functien and average pfocuctivlty. The groater

- ‘excess capaclty in North stands as an agent of entry barrier
ko keep the ‘area Less industrialxse.'Bythis sther back-
| eefd distriets of west Bengal: bear—greater amoqnt ef_exceés ‘
cepacity‘fcretheirLOPQfeting units which;establiehes a

,generating'cnisis process of industrlalieation‘pfogremméf‘

;_ Chaptcr v makes wary ‘weigh of productive efficiency 1n
_'terms of excess capacity of public sector units with those
;of private scctor. We fina pubLic secetor units receive _
greatcr,impertancelin Wegt Bengal‘butccreation of vacancies.‘;v

does wané and excess capaclty gears up.

| Chapter Vi falls 1n with a study of reSponse of capltal- :
labpur ratio to the growth rate in labour productiVLty to the
protentiel reduction of excess capaclty. In this study we usethe VLS

production functlon and see that higher product per man is jg

obtained by lncreasing eapital per work and capital intensxveh

method is preferred to seven out of eight industry groups §?C' f
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under Heglstered manufactgg;ng scebor of test Bengal.

éﬁaﬁter JIE deqls-with some conflicting conéidefation .
as market structure, bargalning pouer of laoour and nature
of managem nt as the eause and effect of axecss capaclty.
ﬁve study response of wage to ‘labour producti vity through
vinsturmnntal variable mcthod of V85 production: function
_and find that product;vity of lﬂbour ln the revisterea |
manufucturing suctor does nat lle behind the nominal wages.
for sam» Lndustry Eroups in public sector units wages raise more
than those ef private seetor unitss however to the produc-
tivity th@ puhlic scctor units stay behind the private

tor unitb. Following trands of strikes and lock-outs
,we and hlgh“? share of lcek-outs than strikecs i mandays
‘1ost. Tbrough g survey on management and labour activity
we arflve at réasbnable éonqlusion: there must be something
- wrong in the Politdco -Economle situatlon ln West Bengal'-
whlch,éakes inroad in the industrial units and results

industrlal activlby.with greater excessAcapacityq‘
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