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It is, indeed, a privilege to be back once again at St. Xavier’s this afternoon and to share some thoughts with our young friends on West Bengal. Both St. Xavier’s and West Bengal are dear to me and while I am, indeed, glad that St. Xavier’s has continued its forward march with exemplary zeal and with the times, the State of West Bengal has, however, moved in discrete time zones. 

Let me also state that while we may like to describe West Bengal being at the cross roads, I am fairly certain that one can, perhaps, say the same about India as well! I do believe that being at cross roads should not necessarily conjure negative thoughts in our minds, but should be seen in a more positive perspective of looking at our strengths and weakness and trying to consolidate our competitive advantages. 

In fact, let me take the opportunity to congratulate Dr Sabyasachi Sen our most able Commerce & Industry Secretary for the excellent work that he and his colleagues are undertaking at the present juncture, that has transformed the industrial environment of the West Bengal within a span of couple of years. 

We need to acknowledge, while making a critical appreciation of the state of things, what a difficult job it is for administrators to rekindle what the legendary British Economist, John Maynard Keynes had described, “the animal spirits of the entrepreneurs”. 

Only a couple of days back I read that steel firms are “betting big on West Bengal” and more than Rs 100,000 crore worth of investments are in the pipeline making our state a prime location for the steel industry. It seems that the engineering glory of our past can once again be repeated in the future!

· The Backdrop

Let me make another qualification: I will today take a panoramic view of the state of West Bengal economy since the onset of economic reforms and try to share with you the lessons of economic reforms and what it implies for states like West Bengal. I must, however, stress that in the process of looking at the trends since the 1990s, we cannot wish away the historical baggage prior to 1991. To put it simply and crudely, the period from 1950 to 1990 were four vital decades when the “state” of West Bengal (and some would say in the whole of India) virtually frittered away the natural resources, the intrinsic strengths and the potential that the almighty had bestowed on us. When one looks back to those four decades now, it seems that we were destined to take our state and country backwards!

I must, however, add that the “rub of the green” to use a cricketing parlance, did go against our state. Take the Jute industry, which in colonial times was the mainstay of the industrial base of the Bengal’s economy. Partition lent a crucial blow to this industry and due to various reasons, life was never the same again for this industry in our state. 
In contrast, the Tea industry did rather well during these four decades but the break-up of the Soviet Union coupled with competition from Sri Lanka and Kenya has today left the tea industry in dire straits. 

It is, therefore, no wonder that agriculture flourished with the success of “Operation Bargadar”, the now famous land reforms in the state.  

It was at this juncture that a crisis loomed large on the Indian economy in the form of the Gulf War, which compelled our Government to mortgage our Gold holdings to tide over a balance of payment default in early 1991. The rest as they say is history. Moving fast forward, aided by dollar depreciation, India’s per capita GDP (in purchasing power parity terms) had climbed to around $ 4000 and the exchange rate per capita GDP of $ 880. India’s real GDP growth was 8.5 per cent in 2003-04 and 7.5 per cent in 2004-05. We followed it up with 9 per cent in 2005-06, 9.4 per cent in 2006-07 and now 9.3 per cent in the first quarter (Q1) of 2007-08. 

What about West Bengal? In 1980-81 West Bengal produced 9.8 per cent of the industrial output produced in India. This share fell to 4.7 per cent in 1995-96 and has since picked up to be around 6 per cent in 2006-07. 

Organized sector employment actually declined in West Bengal over the period 1980-97; in particular employment in the organized private sector went down from 10.84 lakhs in 1980 to 7.99 lakhs 1997. Currently, it hovers around between the 7 to 8 lakh mark. 

A similar pattern shows up when we look at foreign trade. In 1985-86 the Kolkata airport and port handled about 10 per cent of the country’s imports and exports while in 1998-99 that fraction was around 4 per cent. 

Or to take a measure of the vibrancy of trade, in 1999-2000 the value of cheques cleared in Kolkata was just 6 per cent of the value in Mumbai, compared to 38 per cent in 1980-81. 

Even in the mid-1960s West Bengal was the second most industrialized of the larger states. By 1995-96, West Bengal was a long way down in that list, behind Karnataka and just ahead of UP in terms of the share of output from industry.

What makes these numbers even more striking is the fact that this industrial meltdown happened in a period of relative peace and political stability in the state after the turbulent 1960s and the repressive 1970s. 

Most remarkably, all this happened in a period when the industrial growth rate in the country as a whole accelerated: This was after all the period of the software boom and liberalization; the period that put Karnataka, Andhra Pradesh, and Delhi on the industrial map of India. It would almost seem that West Bengal opted to step off the bus just as everyone else was getting on.

· State Government Initiates Reforms and the Challenges

But it would be wrong to say that the State Government in West Bengal did not see the shift that was enveloping the rest of the country. The Industrial Policy Statement of August 1994 announced by the Government of West Bengal acknowledged for the first time that “profit” was not a dirty word while the role of the private sector and foreign direct investment in “mutually advantageous area” was recognized. However, as I have just enumerated, it takes a while for the private sector to have confidence in the policies of the state government since it was the very same political combination that had once destroyed the private sector in the state and took pleasure when capital flight took place. 
There was another major challenge that continues to have a bearing on economic growth in the state. I am referring to the poor industrial infrastructure in the state and the concentration of whatever infrastructure there is in and around Kolkata. A study in 2001, for instance, put West Bengal 14th among Indian states in 1997-98 in terms of an index of infrastructure, as compared with 4th position in 1971-72. The index comprised of 

(a) roads, railways, ports, 

(b) irrigation, 

(c) electricity, 

(d) telephone, 

(e) loan-deposit ratios of banks and 

(f) tax collection of the state government. 

In terms of each of these individual items, West Bengal has fallen below the national average whereas in 1964-65 it either came first or second. These facts therefore suggest infrastructure to be a key factor explaining the decline of West Bengal’s industrial performance compared to the rest of the country.

So while in the 1990s, not much wealth creation was happening, it does seem in retrospect that a new dawn was close to us as our ruling elite realized that slogan mongering could not be a successful antidote to sealing one’s political power for all times. 

Also as Charles Darwin, the father of modern evolution had stated and I quote 

“it is not the strongest of the species who survive, nor the most intelligent, but those who are most adaptive to change…”.
 It is here that our current Chief Minister Shri Buddhadeb Bhattacharya, came in 2001 with a mission to adapt to the changing times. Buddhadeb Babu set the tone for reforms and realized that the key to successful implementation of a reform strategy is to change the mindset.

To give you an example, I remember a business conference which was addressed by our Hon’ble Chief Minister, Shri Buddhadeb Bhattacharya.  The Chief Minister mentioned that earlier, the slogan by the trade unions in the state was “dite hobe” and now it is time that trade unions should chant “korte hobe”! 

I am told that the Chief Minister’s remark caused considerable consternation in certain quarters. But importantly, it indicated to business and industry that the Chief Minister and the Government of the day wanted Trade Unions to concentrate on work rather than in slogan mongering. 

Lord Keynes, the distinguished British Economist had said that the 

“real difficulty in changing any enterprise lies not in developing new ideas, but in escaping from the old ones”.

What applies to an enterprise also applies to a state or a country, especially in West Bengal, where its turbulent historical legacy has played and continues to play a stifling effect on our path to realizing our potential. So while we have today an inspirational leader in Shri Buddhadeb Bhattacharya, who is acutely aware of the need to industrialize the state with a view to reverse the sagging employment opportunities in the state, one must realize that this is an unenviable task given that it takes time and tremendous patience to change the mindset.

· The New Dawn

Notwithstanding the challenges faced by the State Administration, the last five years has seen considerable revival of the industry in West Bengal. I mentioned to you the expected steel boom in the state. The state accounts for 6% of the total coal production in the country and the state government is committed to developing non-coking coal mines. Major steel manufacturers are, indeed, upbeat about the potential of the state indicating that the manufacturing industry has considerable growth prospects in the future. Further, let me also quote some of the achievements of the State that have been highlighted by the Commerce & Industry Minister Shri Nirupam Sen in his Budget Speech for the current fiscal year: Dr. Sen will bail me out if I have got any of these numbers wrong:
· During April 2006 to February 2007 Kolkata Port handled 49.80 million tones of traffic against 37.80 million tones in April to December, 2005, thus registering an absolute rise of 12.00 million tones. KoPT ranked first in respect of absolute growth of traffic among major Indian ports. The share of traffic of Kolkata Port among major Indian ports increased to 31.7% during April 2006 to February 2007 compared to 12.3% in April to December, 2005;
· Industrial Entrepreneurs Memoranda (IEM) is a major indicator for investment under way in India and particularly in individual States. The proposed investment in 295 IEMs filed by the entrepreneurs for setting up industries in West Bengal increased to Rs. 15,261.14 crore during 2006;

· During the year 2006 (January to December), the Government of India accorded approval to 6 FDI proposals in regard to setting up of projects in West Bengal involving investment of Rs. 78.40 crore. During the period from 2000 to 2006, projects involving investment of Rs. 15,321.70 crore have been implemented in West Bengal. During the year 2006, West Bengal received 1.13% of the total FDI received by India;
· The efforts of the State Government to create a congenial industrial climate of the State is evident by the fact that 214 projects have been implemented in the State during 2006 involving an investment of Rs. 3,410.70 crore where employment opportunities have been created for about 28,572. These figures exclude investment in the Power, Housing, Infrastructure, SME sectors. If all these sectors are taken into consideration the total investment will exceed Rs 10,000 crore, according to Shri Nirupam Sen. An analysis of the sector-wise investment shows that Iron & Steel Industries received maximum investment followed by food processing industries, engineering industries etc.

Friends this FDI has not come easily. I have myself seen Dr.Sen at Hannover, Germany last year promoting West Bengal.

Clearly, therefore, West Bengal has been able to break from its perilous past and has been able to sow new seeds of industrialization in the state. It is also evident that the State Government is looking at developing both social and industrial infrastructure in the State, though given the historical backlog, it is in many ways racing against time.

Issues for Consideration

I do, however, feel that we have much to do in a wide array of areas before the State Government can rest on its laurels. Some of the key areas that need consideration are:

Emphasis on Small and Medium Scale Units: Recently, the West Bengal Government has come out with a new Incentive Scheme for the Small and Medium Scale Units. This is a good beginning but I do feel that the State Government needs to promote the SME sector with greater vigour. This is because of a range of factors. 

First, the state is a relatively latecomer to the industrialization stage, with strong competition from rival hubs in the country. Hi-tech clusters are dependent on locations and numerous investors and skilled professionals. Also I do not think it would be wise for the state to place all its chips on the ITES sector only. 

Second, investments in large-scale industry, are fraught with a number of risks and uncertainties, as some recent events shown. Managing such a large joint venture between diverse stakeholders, and raising necessary finances has already shown significant strains. 

Third, and perhaps most important, even if hi-tech industry were to take-off, how would that ensure that the resulting benefits spread widely, in terms of employment creation and wage growth for semi-skilled and unskilled workers throughout the state? There is a big market potential for West Bengal small-scale units in the supply of cheap toys, stereos, watches and household implements to the rest of India. This is what China supplies to the rest of the world, and has formed the basis of their phenomenal industrial success in the past two decades. 

One can add to the list of high potential consumer products the following as well: garments, leather, food processing, spare parts and metal-working, industries all of which have had a long tradition in West Bengal. The Chinese strategy is particularly attractive in being labour-intensive and broad-based. Under what is sometimes half ironically referred to as people’s capitalism, a lot of China’s output is produced in relatively small firms located in small towns and villages. The reason is that the products have been so chosen that an entrepreneur with limited education, little capital, semi-skilled workers and no professional management can still achieve a high level of productivity. 

One also observes similar patterns emerging in Punjab, though with a different product mix. Indeed West Bengal also has a long tradition of successful small-scale enterprises. The engineering workshops of Howrah were once famous all over India, and even now the small garment producers in Metiaburuj and elsewhere in south Bengal have a substantial  presence in garment retail stores all over India. 

Training, Technical and Marketing Assistance: 

Supply of skilled and semi-skilled workers, the availability of technical and marketing assistance, and of credit to the organized sector is increasingly become major issues for the State of West Bengal. The government can take an active role in relieving each of these constraints. Even low-tech industries need skills, in the form of primary and secondary schooling complemented with vocational training. The experience of vocational training in West Bengal in the past has been rather inadequate. While there are some successful institutions, many others have foundered for the lack of adequate teaching staff and poorly designed syllabi. 

One solution may be to provide subsidies for apprenticeship in existing firms, Opportunities of providing technical and marketing assistance to small-scale units should also be provided by creating entrepreneur networks with easy access to information and extension services provided by the government. 

Getting a new business off the ground requires identifying a suitable product with a market niche either in the state or outside. Industrial expositions and trade shows both in and out of the state can also provide the required exposure. Cluster development programme can prove to be very useful.  

Support Export Efforts of the SME Sector: 

I cannot resist myself from talking about exports, Even though the State Government takes pride in the improved performance of the Kolkata port, export consciousness is low amongst the bureaucracy in the State. This is more so in case of SME exports. SME exports account for 40% of India’s total exports and employment 35% of the work force. Therefore, there is value for money for state governments in creating an enabling environment for SME exporters. Procedures need to be improved with regard to clearances, tax refund facilities as well as in giving incentives to export promotion units. The use of IT for providing services is very important and will reduce direct physical contact between the bureaucracy and the industrial units. 

Sir, here I would like to remind you about the announcements made in the Export Policy of the state. Sir I would request you to make the State Export Promotion Council operational so that we could resolve some issues hindering this very important economic activity.

· To Conclude….

Eminent expatriate economists from Bengal have suggested that the broad industrial strategy for the State should be based around three critical priorities: 
infrastructure, 

education 

and support for small-scale units specializing in light manufacturing goods. 

Above all, the guiding philosophy should be not to pick winners and pin hopes on a few select sectors, but instead be to create a facilitating environment for a broad-based and diversified industrial sector. 

I cannot but agree with this view completely. West Bengal is back in business though it will require pioneering leadership, foresight and conviction to carry forward this momentum. Industry will always support wealth creation and we all need to support the State Government in its efforts to realize the potential that exists in the soil of this remarkable state for an all inclusive growth.

Thank you.
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