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INTRODUCTORY NOTES

FirsT EbpITION

“Economic laws are the same in Asia as in Europe. If
India is poor today, it is through the operation of economic
causes. I? India were prosperous under these circumstances, it
would be an economic miracle. Science knows no miracles.
Economic laws are constant and unvarying in their operation,”

This conclusion has been drawn by India’s foremost eco-
nomic historian, Romesh Dutt, in his book The Economic
History of India in the Victorian Age. Published in 1903, the
book 1s a studv of the causesof the impoverishment of India
under the British.

The present publication is a collection of ten of my
articles, Nine of these were published in Hindusthan Standard,
the paper for which I work in Delhi, between February 14
and 25 this year in the series The Agony of West Bengal. The
tenth article is on the refugee problem. It was pubished in
my usgal weckly Political Notebook in the paper on November
11, 1970.

In these articles an attempt has been made to analyse how
the economic, fiscal and rehabilitation policies framed and
implemented by the Government of India since 1947 have
inevitably brought about a rapid economic decline of West
Bengal. Economic causes have been set in motion which could
not have led to anything else. Indeed, if, despite these policies,
West Bengal had prospered, it would have been an economic
miracle. Without a basic change in the Government’s policies,
a revival of the economic life of West Bengal is an impossibility.
Miracles do not happen.

New Delhi,
Tuly 12, 1971,

SECOND ENLARGED EDITION

I am grateful to the authorities of Ananda Bazar Patrika
and Hindusthan Standard for doing me honour by publishing
© ten of my articles on West Bengal as a book in November last
year, This is an enlarged edition of it. )

My object in writing the articles was to raise a discussion
on a subject about which much misconception prevailed. A
section of the Indian community was being subjected to
uninformed criticism. 1 wanted to focus public attention on
the uneven development of the States since independence. I
centred the articles on West Bengal because I was able to col-
lect some materials relating to the State. I hope someone better
equipped and qualified will undertake a more comprehensive
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study. Similar studies should be undertaken of all the States,
especially the States in the Eastern region which, despite their
natural resources, are falling more and more behind the other
States.

The Central Government's policies in the fields of public
finance, pricing and refugee rehabilitation have suffered serious
distortions. West Bengal is the principal victim of these
distortions. Other Eastern States have also been very badly
harmed. At their cost, some States in other regions have
prospered. These distortions must be corrected if tensions
between the Centre and the States. and between the States
are to subside.

The response the first edition received from discriminat-
ing readers encourages me to think that my effort has not
been in vain. A discussion has begun; it should continue,
Reviews of the book have by and large been most gratifying to
me. Only CPI and pro-CPI papers have condemned it as of
no value. In a three<olumn review, the CPI's official organ,
New Age (May 14, '72), has seen in the book no merit but only
“misconceived, if not wasted, effort,” The journal takes me to
task for pointing aut that the Centre has discriminated against
West Bengal, But, I know, many important leaders of the
party agree with my conclusion. For example, Ranen Sen,
CPI ' M.P, and former Secretary of the CPI's West Bengal Com-
mittee, in an article on the Centre’s treatment of West Bengal
in Weekly Round Table (Delhi) of April 23, 1972, has said :
“West Bengal's wealth was utilised not for the growth of the
weaker States but for the further enrichment of States like Maha-
rashtra, Gujarat and Madras. .. . It is high time the Centre reali-
sed how its policy has affected West Bengal adversely and rectified
its omissions and commissions.”

No one has disputed my facts and figures. In a letter to
Basanti Devi, widow of Chittaranjan Das, the Prime Minister
has said of the first edition that it “is a partial presentation
of the facts. Ours is such a complex country that evidence
can be found for any statement.” This is as much as admitting
that my facts cannot be challenged. The book has figured in
Parliamentary proceedings more than once. Chandra Shekhar,
Congress M.P, and Working Committee member, has told the
Rajya Sabha that in the book “a case has been made out that
consistently through fiscal and other measures the Eastern
region, that is, the old Bengal Presidency, has been exploited.
Is it not the responsibility of the Government to see that the
observations made in the book are looked into ?”

I came to Delhi as a reporter in October 1961. Having
lived my life in Bengal I had some knowledge of how grave
West Bengal's economic and social problems were. It did not
take me long to realise that the State’s problems caused no
concern to the Centre. Those days it was a fashion to malign
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the Bengali refugees who, it was propagated, preferred livin
in on Gg::crnment dole Z) r:ls;bilitalt’ion. Refugee%
from West Pakistan received all the plaudits. I investigated
what had really happened and discovered that there was harsh
discrimination against the Bengali refugees, Serious difficulties
were thereby created for West Bengal already beset with grave
problems, I recorded my findings in an article in The States-
man, Delhi, of January 29, 1962. Mehr Chand Khanna,
himself a refugee from West Pakistan, was then the Union
Rehabilitation Minister. His reaction was revealing. He only
wondered how I had come across my facts, and left the
problem there.

It is not that I drew attention to the discrimination in
diverse fields against West Bengal for the first time in the
artides in the series The Agony of West Bengal in February
1971. The present edition includes two articles, one on West
Bengal's economy and the other on law and order, written in
1966 when the Congress was in power in the State. After ana-
lysing some aspects of the Centre’s policies in one of these
articles (Article XI in the present collection), 1 posed the
question if there was any difference between Islamabad’s eco-
nomic policies towards East Bengal and Delhi's policies towards
the Eastern region.

The Centre’s lack of concern over West Bengal turned into
panic when the United Front ousted the Congress from power
in the State in 1967. This panic did not lead the Centre to
review its policies which had brought the State to the brink
of a precipice. It only prompted the Centre increasingly to
depend on its various armed units to keep the turbulent State
under control. The Central Reserve Police and the Army,
deployed for civil purposes, appear to have become a normal
feature of life in the State,

If even a fraction of the allegations about rigging of the
1972 election is true, there is reason to be gravely perturbed.
Some West Bengal AICC members, according to a report in
The Times of India, Delhi, of May 2, 1972, have submitted a
“note” to the Congress High Command, saying : “It would be
impossible to prove the rigging of the elections in a court of
law. Still it can be said without hesitation that the politically
conscious people of West Bengal are hanging their heads in
shame for being deprived of the right of franchise by terroristic
and other methods.” ]

In my Political Notebook in Hindusthan Standard and
Ananda g’azar Patrika of April 18, 1972, I said : “For some
years talk is going on of the need for a ‘committed’ civil
service. A charge has been made that the elections were rigged
in West Bengal and some other States. It may be that the
charge is widely exaggerated. What there should be no doubt
about is that, in these elections, the administratien, at the



4 THE AGONY OF WEST BENGAL

Centre and in the critical States where President’s rule pre-
vailed, acted as a totally ‘committed’ force and that this ‘com.
mitment’ was by no means to the cause of the non-Congress
parties, From this point of view, a wholly new dimension has
been added to the institution of elections in the country.”

A subservient Government in Calcutta, which will under-
write whatever Delhi dictates, is what the Centre will always
endeavour to have; the means employed need not be of the
kind preached by our national leaders in preindependence
days.

’ The present edition of the book has twenty additional
articles selected out of about a hundred I have written since
1965 on West Bengal's problems and Centre-State relations
affecting West Bengal in particular. All these, except for four,
were published in Hindusthan Standard and, in a Bengali
translation, in Ananda Bazar Patrika. Of these four, one
{Article XVII) appeared in Weekly Round Table, and another
(Article XXX) in Young Indian (Delhi). The third (Article
XXVIII), unpublished before, has been taken from my file.
Article'XIX was broadcast by A.LR. in its Spotlight programme.
The dates on which the additional articles appeared have been
indicated in footnotes.

The articles have been retouched for reproduction in this
edition. To avoid repetition of facts, which could not be
helped in articles written over a number of years, some dele-
tions have been made, but no fact has been modified or conclu-
sion altered, Efforts have been made to remove literary
shortcomings of the original articles.

Many friends, including several M.P.s, have suggested that
to add to the value of the book I should specify the sources
of my facts. This I have done. 1 have also added explanatory
or ilfustrative passages, many of them quotations, as footnotes.
Articles IV to X have received special attention in this regard.
The Postscript to Article III has been made a little more
elaborate, A Postscript has been added to Article X.

Part Two of the book consists mainly of articles on the
Centre's political policies and moves in relation to West Bengal
as seen from the vantage point of Delhi. The main sources of
my_information for these articles were those available to me as
a_ reporter—background talks with Ministers, officials, and
politicians, and official documents some of which were not for
general circulation, on events as they had developed or were
developing. It is hoped that these articles would help readers
refurbish their knowledge of the forces that were at play and
understand the significance of the major happenings in West
Bengal and the Government of India’s policies in regard to
them during a crucial period.

In collecting materials and analysing and interpreting
them 1 have received ready cooperation from my numerous
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journalist friends in Delhi. With them I have had discussions
on almost every point I have mentioned in the book. I have
also had, over a long Feriod, discussions on West Bengal's
political and social problems and the Centre’s policies towards
the State with many Ministers and officials. It is my duty
to acknowledge the help I have received from the West Bengal
Government, particularly its Statistical Bureau and Public
Relations Department, and some officials of the Government
of India in collecting statistics.

I am thankful to Pranab Mukherjee, Congress M.P., for
Poiming out that, in 1949, Sarat Chandra Bose was a candidate
in the South Calcutta by-election to the West Bengal Assembly,
not the Central Assembly. The correction has been made.

R. R

New Delhi,
June 2. 1972,

THiro Evrrion (With New Appendices)

‘The Minister of Planning, D. P, Dhar, told the Lok Sabha
on August 25, 1972, that West Bengal's industry had “a
colonial buse, a colonial orientation”. He held out a promise
that the Government of India would diversify the State’s
industrial structure and said that “from this promise the
Central Government is not going to backslide”. The admis-
sion that West Bengal's industry js colonially oriented even
in the twentysixth year of independence has thus come off-
cially from the Government of India. The whole truth is,
however, much harsher than what the Planning Minister's
statement indicates. For every aspect of the economy of all
the Eastern States, not merely West Bengal's industry, continues
to be coloniall{ afflicted.

West Bengal's industry “was better balanced than [bilingual]
Bombay's in 1948”. (See Bengal Chamber of Commerce, West
Bengal An Analytical Study, ﬁp‘ 10-12.) What has happened in
independent India is that the Centre’s policies and practices
have thwarted diversification and modernisation of industry in
West Bengal, stifled its growth in the other Eastern States, and
impoverished the entire region by causing a heavy wealth drain,
indistinguishable from a Colonial drain, from there to the few
privileged States which together control the levers of power at
;he lCemre at economic, political, administrative and military
evels.
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The results stare the country in the face. The Centre can
no longer hide the ugly truth. D. P. Dhar’s understudy in the
Planning Ministry, Mohan Dharia, announced in the Rajya
Sabha on May 12, 1972, that “the whole of West Bengal except
for Calcutta, Howrah and 24-Parganas districts is now being
weated as a backward area”. This is the fate in independent
India of the State which was the most advanced in industry,
agriculture, commerce and cultural activities and had the
highest per capita production and income in 1947.

The only historical parallel of the ruination of West
Bengal during the past quarter-century of independence is the
ruination of the old Bengal Presidency by the East India Com-
pany. The Company was not mealy-mouthed. It proclaimed its
objective to be to destroy industries in, and drain wealth from,
the Presidency. Times are different now. A gulf separates the
Centre’s practices from what it proclaims to be its objectives.
British colonial policies have been adapted to suit the interests
of the powerful States and applied against the Eastern region.

This book is a plea for a change in the basic policies of
the Centre which has many sins to atone for. Mohan Dharia
informed the Lok Sabha on December 13, 1972, that in prepar-
ing West Bengal's fifth Plan “due consideration will be paid
to various suggestions in the book The Agony of West Bengal”.
But there is no sign whatever that the Centre is reviewing its
policies which have done so much mischief to West Bengal and
the other Eastern States. The wealth drain from Eastern
India goes on unabated. If mere recognition of a State or an
area as backward was all that was needed, Assam, Bihar, Orissa
and Eastern U.P. would have made faster progress than Maha-
rashtra, Gujarat, Tamil Nadu, Punjab zmdP Haryana,

India must not ignore lessons of history. A colonial
economy fosters a characteristic political mood in its victims.
If the Centre's policies towards the Eastern States are not
cha from above, a revolt will well up from below. The

-1966 happenings in West Bengal should serve as a warn.
ing. It is also, unfortunately, a lesson of history that those
races and classes that benefit from a system are rarely able to
see the writing on the wall. The privileged States and the
exploiting classes will fight tooth and nail any move to change
the colonial orientation of Eastern India's economy. They
hold the Centre to ransom, That is where danger lies.

In this edition I have added two Appendices: (I} an
article dealing . with the refugee problem more elaborately
than in Articles IX and X, am§e (2) two West Bengal Govern-
ment documents, both rrepared in 1972, which are illustrative
of the Centre’s hostile policy and practice towards West
Bengal in the field of industry,

New Delhi, R. R
February 1, 1978.



PART ONE
THE ROAD TO RUIN



I

PROSPERITY THROUGH THE AGES

Two vyears after independence, in 1949, Sarat Chandra
Bose gave a stern warning about the future of West Bengal in
his manifesto for the South Calcutta by-election to the West
Bengal Assembly. He said : “The very existence of West Bengal
is at stake; her cconomy is in a perilous condition.” No
one—at any rate, no one in Delhi—heeded the warning, In
the twenty-two years since then not only has the State’s economy
gone to pieces; her entire social and cultural fabric has
started disintegrating. What happens in similar circumstances
everywhere is happening in West Bengal. A spirit of violence
and iconoclasm has seized the State. Life has become cheap,
and murder has almost become the chief sport.

The Bengali race as a whole has become an object of pity
and derision—and of fear—to its compatriots in other States.
There is supposed to be nothing good in the Bengali character ;
the Bengalis are perpetual malcontents, parochial, anti-national,
lazy, unenterprising and totally incapable of sustained effort.
This castigation of the Bengalis is, of course, nothing new.
Since my arrival in Delhi ten years ago I have repeatedly heard
this said in diverse circles. But it was never as sweeping and
strident as it is today. After the sedulously spread myth of
large-scale molestation of women at Calcutta’s Rabindra
Sarobar in 1969, the Benfalis have acquired an additional
notoriety of being a morally depraved people.

In history this is the lot of every race that is brought
down from its glory by circumstances which it cannot control.
The British, in their time, did that to India as a whole. When
the British first came to India British industries could not
compete with Indian industries. After seizing power they
systematically, as a matter of State policy, ruined India’s
flourishing industries and reduced the country into the agri-
cultyral hinterland of Britain. Having done that, they
proclaimed that “there is naught good in the Indian character,
that there is no capacity for administration or aptitude for
general ability in the individual Indian.” William Digby,
whose book ‘Prosperous’ British India was almost a Bible to
the nascent nationalist movement, lamented that the British
“take no steps, while in India, to test the accuracy or otherwise
of their opinion.”

Today, twenty-three years after independence, the Bengalis
are being similarly characterised, That many things have gone
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dangerously wrong does not need telling. The ghastly happen-
" ings in West Bengal are irrefutable proof of that. In industry
and commerce, the Bengalis are nowhere near some other racial
groups in the country. They have very little control over the
economy of, even their own State. In every sphere of life,
education and social services not excepting,  West Bengal is
falling more and more behind the other major States. As a
Calcutta newspaper wrote two decades ago, the Bengalis “once
swayed the destinies of India ; now they cannot even determine
their own.” .

What, indeed, is out of gear in West Bengal » What is the
truth or otherwise of the manifold charges that are being
levelled against the State and the Bengalis? What circum-
stances have brought the State to her sorry pass ? It appears no
one in the Government of India has time to: find an answer.
For well over a year, since before the imposition of the second
spell of President’s rule, I have been asking the Government of
India if a study has been made of the basic causes of the decline
of West Bengal. My mission has taken me many times to
many Ministers, to the Planning Commission, to various Union
Ministries, and to the Prime Minister's Secretariat. Every-
where I have got the same answer : There is no such study nor
is there an intention to undertake one.

Some time ago I wrote to the Planning Commission
asking for a State by State break-down of the country’s
economy since independence, a break-down that would have
enabled one to assess the causes and the extent of the decline
of one State and of the progress of another. I was told that the
Commission did not have “centralised statistics you have
mentioned State by State” and was advised to “collect these
statistics from various annual reports and sources.” If statistics
of this nature are not prepared, how does the Commission plan
at all > When anybody in the Union Government has anything
positive to say, he puts the blame on the United Front Govern-
ments in 1967 and 1969. This is begging the question, for the
Leftist parties rose precisely because of failures of the Congress
Governments in the State and at the Centre. Despite B. C.
Roy, the decline of the State began long before his death in
1962. .
"Notwithstanding the disinclination of the Union Govern-
ment to study the impact of its and the State Government’s
economic and financial ,policies on West Bengal, some im-
portant facts are known. In a few articles it is proposed to
analyse these facts and the decline of the State against
the background of these policies, Before doing that it may be
worthwhile recapitulating briefly what Bengal was like when
the British appeared on the scene and what happened to the
province m 190 years of British domination.

All ans, Indian and foreign, agree that, when the



PROSPERITY THROUGH THE AGES 11

British arrived in India, Bengal was the wealthiest province in
the sub-continent. Foreign traveflers in ancient and mediaeval
ages have left impressions of the province's flourishing agri-
culture, industry and trade even in those remote days. One of
rem wrote in the seventeenth century that “Bengal is of all
1e kingdoms of the Moghul best known in France. The pro-
igious riches transported thence into Europe are proofs of its
reat fertility.” The province, he said, “even exceeds that
ingdom [Egypt] in its products of silks, cotton, sugar and
wdigo. All things are in great plenty here, fruits, pulse, grains,
wslins, cloths of gold and silk.”

Coming nearer our times, when Clive marched triumphant-
¢ into Murshidabad, then capital of Bengal, after the battle
f Plassey in 1757, he was struck by the affluence of the city.
This city is as extensive, populous and rich as the City of
ondon with this difference that there are individuals in the
rst possessing infinitely greater property than in the last city,”
e wrote, Immediately after Plassey, Clive, one of the “birds
f prey and passage,” as Burke put it, started the British
lunder of Bengal which, through changing forms, continued
il 1947. 1In 1901, Digby wrote : “Time was, not more dis-
ant than a century and a half ago, when Bengal was much
nore wealthy than was Britain,” Sixteen years thereafter, the
iationalist leader, Lajpat Rai, spoke of Bengal as “the brightest
ewel” stuck on the British Crown in the eighteenth century.

The British did not come to Bengal first, They had earlier
stablished trading posts in Bombay and Madras, The British
verc attracted to Bengal by the wealth and industries of the
iwovince and her strategic position in international trade. It
vas from here and with resources wrung out of the province
hat they launched on wars on the independent or semi-inde-
rendent  principalities in India and on several countries
broad. To quote Digby again, apart from material resources
f Bengal, “it was only by the undaunted courage of Madrassi
md Bengali soldiers that we [the British] attained our supre-
nacy on the Indian continent.” :

What was the source of Bengal's prosperity through the
iges? Her wealth was the result as much of the bounties of
Nature as of the industriousness and adventurous spirit of her
seople, The fertile soil and the kindly monsoon made agricul-
ure thrive, Floods occasionally were destructive of standing
rops, but these also left heavy deposits of silt which made the
il richer, Cottage industries of a varied kind were run on
n_extensive scale, A perfect balance between agriculture and
Industries was in existence for centuries, There was a very
Hourishing, export trade which added to the prosperity of the
people. Cotton textiles and silk fabrics were  the province's
most famous industries, and these had markets not only in
nther parts of India—the Moghul court was one of the con-
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noisseurs of the products—but in many countries, “The fame
of the fine muslins of Bengal, her rich silks and brocades, her
harmonious cotton prints had spread far and wide in Asia as
well as Europe,” wrote a British historian in the nineteenth
century, These articles were exported to Rome and Egypt even
in the far-off classical days.

From the point of view of commerce both within the sub-
continent and with the outside world, Bengal was most fortu-
nately situated, In the olden days roads were of a rudimentary
kind and, in any case, road transport was highly expensive.
Waterways were the main and the cheapest highways of com-
merce. In foreigners' minds North India was the repository of
the country’s fabulous wealth. The Ganga was (and is) the life-
blood of the vast Gangetic Valley, Through it much of North
India’s trade flowed up and down. Much of the region’s
foreign trade had to pass through Bengal. The Brahmaputra
and a few other rivers were the chief means of communication
and transport of merchandise between Bengal and Assam, A
number of roads radiated from Bengal to different parts of
the country,

Bengal took full advantage of her geographical position to
become an entrepdt for a large part of India. Tamralipta and
Saptagram were busy Bengal ports for centuries. These were
also ship-building centres. Her sons built ships for both coastal
and sea-going trade and embarked on longrvoyages to take the
province’s produce to distant countries. The province, which
was largely Buddhist before the Muslim conquest nearly eight
centuries ago, contributed considerably to the spread of
Buddhism to South-East Asia. An urge for hard work matched
by a spirit of adventure and deep involvement in trade charac-
terised the people of Bengal until not very many centuries ago.
Against what is being said about them today, these facts of
history read like a fairy tale. .

The cotton spinning and weaving industry was evenly
spread throughout the province, The silk industry, though not
so widely dispersed, was carried on in some half a dozen dis-
tricts, Bengal not only grew her raw silk requirements but also
the bulk of the needs of raw cotton. To satisfy export
demands for cotton textiles she imported some cotton from
Surat in exchange of fabrics sent to Gujarat, now the main
centre of the cotton textile industry of India. Dacca muslin
was righfly famous all -over the world for quality not matched
anywhere at any time. For this muslin a special variety of
cotton grown only in a part of the Dacca district was suitable,
The dyes Bengal nceded were made from indigenous plants
and herbs, including indigo which was the cause of so much
misery to the province under the British,

Among Bengal's other major industries, whose products
were extensively exported, were sugar, salt and saltpetre, The
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ugar and salt industries were completely smothered during the
Jritish period as was the ship-building industry, The pro-
rince manufactured all her requirements of agricultural and
wusehold implements and utensils. Through the centuries she
:njoyed an export surplus which was paid for by the import-
ng countries in bullion, specie and jewels. Famines, which
secame frequent after the British established their supremacy,
wvere unknown. The efficiency of Bengal’s industries and the
kill of her craftsmen were acknowledged in every country she
nad trade connections with, No further evidence of this is
ecessary than that, unable to compete on equal terms with
engal silk fabrics even on British soil, the British prohibited
utright their import in 1701, fiftysix years before Plassey.



II
PLUNDER BY THE BRITISH

Salisbury was the British Government’s Secretary of State
for India in the 1870s. The noble lord made himself famous
in England by proclaiming in 1875 that “India must be bled.”
This had indeed been the policy of the British since the battle
of Plassey, By 1875, the british had been in control of
Bengal for 118 years and had emaciated the province beyond
recognition through a merciless and ceaseless “bleeding” opera-
tion. Other parts of India had also experienced a great deal
of it and were to suffer more but nothing compared to what
had been done and was still to be done to Bengal, which in
those days included Bihar. Bengal was the first victim of the
British predators who came in the guise of supplicating traders.
Many empires have risen and fallen in the world ; many nations
have been oppressed and exploited by foreigners, No other
people have suffered spoliation as thoroughly as the Bengalis
have under the British,

There had been ups and downs in the fortunes of Bengal
in ages gone by. Political power had passed from one hand to
another from time to time. The province had been subjected
to tyranny and exploitation by local rulers as well as by those
who came from outside and, having subjugated her, stayed or
and made the land their home, ~Foreign trade, on whict
Bengal's prosperity depended to a considerable extent, did no
have a smooth and increasing flow all the time. With the rist
of the Arabs as a world power centuries ago, Bengali anc
foreign traders found it hazardous to negotiate the high sea
and, for a time, trade declined, It revived later, Portugues
and Arakanese pirates came on the scene for some decades. Fo
a (tliecade Maratha incursions harmed trade with the rest o
India,

But at no time in Bengal's history before the arrival ¢
the British'was the province’s economy as a whole ruinec
Wars between contenders for power did not dislocate th
normal agricultural and industrial activities of the people e
cept during the Maratha depredations, These were, on the
contrary, encouraged and promoted. The province’s peace was
never disturbed for long periods. The technical level of her
industries was, at every stage of history, high by world
standards.

The Indian Industrial Commission, appointed by the
British Government, reported in 1918 after a detailed survey
of India’s industries: “At a time when the West of Europe,
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the birthplace of the modern industrial system, was inhabited
by uncivilised tribes, India was famous for the wealth of her
rulers and for the high artistic skill of her craftsmen. And
even at a much later period, when merchant adventurers from
the West made their first appearance in India, the industrial
development of the country was at any rate not inferior to that
of the more advanced European nations.” What was said
about India as a whole applied with great validity to Bengal.

It was left to the British to destroy, first, Bengal's indus-
tries, and then proceed to do the same in other parts of India.
“England,” Karl Marx wrote a few years before the Sepoy
Mutiny, “has broken down the whole framework of Indian
society, without any symptoms of reconstitution yet appearing.”
The destruction of Bengal's economic framework was carried
out through different means, all equally savage. The
results were apparent in a few years, Thirteen years after
Plassey and five years after the grant of the Dewani of Bengal
to the East India Company, the famine of 1770 occurred, kill-
ing off a third of the population, according to Warren Hastings.

Bengal was squeezed to supply the bulk of the money for
Britain to carry out her industrial revolution in the latter half
of the cighteenth century. Jawaharlal Nehru in his The Dis-
covery of India quotes a foreign authority, Brooks Adams, to
show how this happened. The quotation (in part) is this:
“Very soon after Plassey, the Bengal plunder began to arrive
in London, and the effect appears to have been instantaneous,
for all authorities agree that the. ‘industrial revolution’ began
with the year 1770." A series of machines—the flying shuttle,
the spinning jenny, the mule, and the steam engine—were
contrived in quick succession between 1760 and 1785, Coal
replaced wood in iron smelting to revive the British steel in-
dustry which was then languishing. The Bengal plunder
created the financial basis for these inventions and also the
basis for their application, Much of the primary capital for
British industries was drained out of Bengal. The bones of
weavers bleached the plains of the province.

On the outcome of Britain’s work in Bengal (and India)
Nehru wrote in 1944: “A significant fact which stands out is
that those parts of India which have been longest under British
tule are the poorest today. ... Bengal certainly was a very
rich and prosperous province before the British came. . . . It
is difficult to get over the fact that Bengal, once so rich and
flourishing, after 187 years of British rule, accompanied, as we
are told, by strenuous attempts on the part of the British to
Improve its condition and to teach its people the art of self-
government, is today a miserable mass of poverty-stricken, starv-
Ing and dying cop{e."

.. The East fndia Company set up its first trading post in
Rengal at Hugli in 1650. A quarrel with the Moghuls made



16 THE AGONY OF WEST BENGAL

it quit that place. It moved down to Calcutta and made the
then swampy place its base in 1690. The Company's luck
smiled when, in 1717, it obtained from the disintegrating
Moghul Court in Delhi a firman exempting its incoming and
outgoing merchandise from customs in consideration of a
lump sum payment of Rs. 3,000 a year. A dastak or pass from
the Company was all that was necessary to take the goods
across tols without inspection, The Company's English
servants, miserably paid and encouraged by the Company itself,
began misusing J,e privilege for their private trade, thus de-
priving the Bengal Nawab’s exchequer of substantial revenues.
This was a constant source of trounle between the Nawab and
the Company.

After Plassey, this misuse of the dastak was all but formally
enforced by the Company. Bengali and other traders, who
did not enjoy this privilege, were at a disadvantage. They had
to pay all the taxes. Gradually they yielded ground to the
British. Mir Jafar, Bengal’s Quisling of the eighteenth century,
was made Nawab after Siraj-ud-Daula had been defeated and
assassinated. The new Nawab let the British do whatever they
liked. But he was too weak and not considered efficient
enough. The British deposed him and installed Mir Qasim
in his place. Mir Qasim turned hostile and made a determin.
ed bid to stop the malpractice, Failing, he abolished all duties
and put all traders—Indian, British and others—on par, Soon
he was deposed, and the pliable Mir Jafar reinstalled.

On the day after Plassey, Bengal had a taste of what British
domination was going to be, Open plunder began, Clive
setting the example, Mir Jafar propitiated the Company's
officers with money, Clive, who took Rs. 23 lakhs for himself.
besides a jagir yielding Rs. 3 lakhs a year, estimated that
“altogether the Company and private persons netted three
million sterling [Rs. 8 crores].” When the loot arrived in
Calcutta, “ladies all got footsore with dancing.” A “gold-lust”
sized the English mind, “Bengal in particular,” says one
historian, “was not to know peace again until it had been bled
white.”

The Dewani of Bengal was granted to the British in 1765
and with it, in all but name, real State power. What followed
has been told by Romesh Dutt, famous for his writings on the
Indian economy under the British, in these words: “The
reople of Bengal had been used to tyranny, but had never
ived under an oppression so farreaching in its effects,
extending to every village market and every manufacturer's
loom. T%ley had been used ® arbitrary acts from men in power,
but had never suffered from a system which tonched their
trades, their occupations, their lives so closely. The springs
of their industry were the sources of their wealth
dried up.” Graft permeated the Company's and a century
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later the Queen-Empress’ administration, Every trader, every
craftsman, every farmer felt it to the marrow of his bones, The
legacy persists in independent India, though in a subtler form.

Immediately after Plassey, the Company embarked on a
determined policy to monopolise marufacture, particularly of
silk and cotton fabrics, by forcing craftsmen to work in its
factories, which sprouted like mushrooms all over the pro-
vince, or to work at home committing to buy raw material
from it and to sell the finished articles to it. The Company’s
servants, on their private account, also followed the same
practice. Mir Qasim wrote to the Company in 1762: “They
[the Company’s servants] forcibly take away the goods and
commodities of the Ryots, merchants, etc, for a fourth part of
their value ; and by ways of violence and oppression they oblige
the Ryots, etc., to give five rupees for goods which are worth
but one rupee.” An English merchant having firsthand
knowledge, recorded in 1772 how the weavers were made to
sign contracts, and tied in their girdles and flogged, and how
they were cheated of their due. “The roguery practised in this
department is beyond imagination ; but all terminates in the
defrauding of the poor weaver.”

Even this was not enough to kill the industries. As the
industrial revolution in England got going, that country began
looking for markets for her products. Bengal was clearly the
most lucrative one. for the Americans were on the war-path
and soon won their War of Independence. While machine-
made British goods were imported duty free or nearly so into
Bengal, heavy and often prohibitive duties were imposed on
imports of finished products from Bengal. In course of five
decades from Plassey all industries in Bengal declined—cotton
and silk spinning and weaving, sugar, salt, iron-smelting, tool-
making, dyes, and ship-building. Even during the last two
decades of the eighteenth century 56 ships and 93 snows, with
a total tonnage of 39,080, were built in Bengal. Soon this in-
dustry was also stamped out.

Weavers' thumbs were not probably literally cut, but worse
than that happened to them and to Bengal. Countless num-
bers of craftsmen, who had acquired their skill in different
trades over many generations, were left with no choice. Thev
overcrowded agriculture, often as labourers, The “unity of
agriculture and industry,” which Marx spokc of, was sundered.
British policy laid down by the Company's Directors in London
in 1769 fully succeeded.  Sitting in judgment in 1788, the
House of Commons Select Committee said that the Company
had laid down “a perfect plan of policy, both of compulsion
and encouragement, which must in a very considerable degree
Operate destructively to the manufactures of Bengal. Its effects
Mmust be (so far as it could operate without being eluded) to
Ch;nge the whole face of that industrial country, in order to
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render it a field of the produce of crude materials subservient
to the manufactures of Great Britain.”

Bengal was ruralised. Dacca, which once had a population
of over 200,000 living on its famous textiles industry and trade,
lost all importance. By 1820 the city’s population dwindled
to 40,000, This should give an idea of the extent to which
craftsmen throughout the province were rendered unemployed
and had to take recourse to agriculture as the sole livelihood.
The process continued unabated for a century more. Bengal
became a producer of raw materials for British industries and
a market for finished goods made out cf these materials by.
British industries. '



III

BENGAL FOR BRITAIN—AND FOR
BOMBAY AND MADRAS

The ruralisation of Bengal (including Bihar) was matched
by the industrialisation of Britain, one being largely the result
of the other. In 1779 the British began to change the face of
Bengal's agriculture too. Indigo plantation was started that
year, Farmers were forced, with the help of the whip and the
gun, to give up cultivation of food crops and undertake that
of indigo for British “planters.” The demand for dyes in
Britain and Europe was increasing fast, For full eighty years
the rapacious planter had freedom of the countryside to terro-
rise, maim, kill and cheat and rob the farmer, The ferocity
of the planters abated somewhat after the indigo revolt of 1859
which, in 1860, provided the theme for Dinabandhu Mitra's
famous drama, Nil Darpan. By the turn of the century, indigo
cultivation declined. Soon the chemical dye gave the death-
blow to natural indigo,

In the nineteenth century, the British found two alter-
native and even more fruitful fields—jute and tea. For jute
Bengal was the sole victim, and for tea, first Assam, and then
also Bengal. Jute became one of the principal resources of
Bengal, but neither the farmer nor the province was the gainer,
Because of manipulations of the market and of direct cheat-
ing, the farmer hardly ever got a price to meet his cost of
cultivation. The sole beneficiaries were the traders and, at a
later period, also the jute mill owners. In the tea plantations,
the British followed the practices of the American slave-drivers.
Labour was indentured and sweated. The profits were all sent
to Britain.

As, first, indigo plantation, and, then, jute and tea
cultivation came into being, cotton growing fell into disuse.
The British had found areas elsewhere in India for cotton.
Moreover, American cotton supplies had become normal after
the disruption caused by the War of Independence against the
British colonialists, Within four decades of Plassey the pattern
of cultivation in Bengal was changed to suit British interests.
In this, the British found a steadfast ally in the class of land-
lords whom Cornwallis’s Permanent Settlement created in 1793
and many of whom, like the British, made hay while the sun
shone, accelerating the process of impoverishment of the
peasantry, ,

After the acquisition of the Dewani by the East India
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Company in 1765, the British introduced budgetary methods
which had (and has) no parallel in all the world’s history.
Taxation now. became an additional and very substantial source
of profit to the Company. Henceforth, Britain did not have
to pay for her imports from Bengal. These were paid tor with
revenue savings in Bengal, which the Company counted as its
legitimate “profits.” Utilisation of the savings to buy merchan-
dise in Bengal for despatch to Britain was euphemistically
called “investment.” The money carned by selling this
merchandise in Britain was credited to the Company’s account
in London, and Bengal lost it for ever. To quotc Romesh
Dutt: “Taxation raised by a king, says the Indian poet, is like
the moisture of the earth sucked up by the sun, to be returned
to earth as fertilising rain; but the moisture raised from the
Indian soil now descends as fertilising rain on other lands, not
on India” Bengal was always the worst victim of this policy
which, in new forms, continues to this day for the benefit of
some other States.

Land rcvenue was increased steadily till the Permanent
Settlement was introduced. How mercilessly collections were
madc the following extract from a letter from the Governor
of Bengal, Warren Hastings, to the Company in London in
1772 bears witness: “Notwithstanding the loss of at least onc-
third of the population of the province (&in the 1770 famine in
Bengal and Bihar], and the consequent decrease of cultivation,
the nett collections of the year 1771 excceded even those of
1768. . . It was naturally to be expected that the diminution
of the revenue should have kept an equal pace with the other
conscquences of so great a calamity. That it did not was
owing to its being violently kept up to its former standard”.
Yes, “violently” was the word for it

How were the taxes utilised ? Except for policing to
facilitatc terrorisation and exploitation, the Company did
hardly anything. Public works, such as irrigation and road-
building, were neglected. During the first six years of the
Dewani (1765 to 1771) the total net revenue amounted' to
Rs. 13 crores and expenditure to Rs, 9 crores, which left a
“profit” of Rs, 4 crores to the Company, On the expenditure
side is included Rs. 68 lakhs a year which was paid as tribute
to the Moghul Emperor and as allowance to the Bengal Nawab.
After “a minute survey in 1807-14 of the conditions of some
provinces of Bengal and Bihar,” an Englishman, Montgomery
Martin, recorded : “The annual drain of Rs, 3 crores on
British India has amounted in thirty years, at 12 per cent (the
usual Indian rate) compound interest to the enormous sum of
723,900,000 sterling.” (The amount was equivalent to Rs. 724
croros at the then rate of exchange, two shillings to a rupee.
If it is counted in terms of the depreciated value of today's
rupee, it was equal to Rs, 14,500 crores.)
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At all times in the past, Bengal was a net exporter of
commodities, She got bullion, specie and jewels for the surplus.
With management of revenues in the Company’s hands, the
import of bullion etc. stopped. While Britain bought Bengal’s
goods with the Company’s revenue surplus, Bengal had to
buy British goods at prices dictated by British manufacturers
and traders. Huge amounts were also remitted on private
account, These represented salary savings of, and profits
carned through private trade by, the Company's factors or
servants and by the Company itself through its own trade. Part
of this money, including revenue savings, came back to India
in later years, at high rates of interest, for investment in rail-
ways or public works. The public debt of India piled up. The
pile was made bigger by the British practice of debiting India
for cxpenses incurred by them in many wars.

By the turn of the eighteenth century Britain's political
power was extending fast in Madras and Bombay. The
establishments, or Presidencies as they were designated, in
Madras and Bombay were always short of funds because trade
there was never very brisk and their earnings were low. They
had to incur heavy expenditure to run their administrations
and carry on operations to extend their sphere of political

ower.

P Bengal, the real “pagoda! tree,” was fleeced to help them
out. Bengal sent them merchandise of a varied kind—both
agricultural and industrial—which was always worth more than
the worth of Bengal's imports from them. The surplus in
favour of Bengal should have, according to the norms of trade,
been credited to Bengal, This was not done. The surplus was
credited to Bombay and Madras to enable them to meet their
“needs.”” Bengal existed for Britain—and for Bombay and
Madras. Bengal thus began suffering from the centralised
management of public finance in India. She continues to suffer
on this account,,

On top of this, Bengal's salt industry, which as late as the
1780s was big enough to meet the needs of the province and
neighbouring areas, including Nepal, was ruined in the interest
of British ship-owners and Madras. Madras salt, made by the
solar evaporation process, was cheaper than Bengal salt, made
by the boiling process. Importing Madras salt would encourage
the industry there and, what was more, enable British ship-
owners to earn greater froﬁts. While ships from Calcutta used
to go to Madras fully laden, on the return journey these had
to come empty or partly laden. The British ship-owners made
a representation to the Company. In 1793 Cornwallis, the
Governor-General, accepted their representation after receiving

1 Madras coin of the time was called *‘pagoda’.
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a strong note from the Madras establishment. The Madras
note said : “The trade [export of salt to Calcutta] being of
material assistance to the ;British] ship-owners the [Madras]
Board of Revenue on the latter account only regret its [the
Bengal salt industry’s] extinction,” In course of time, Bengal
forgot she ever made salt. The Bengal sugar industry was
smothered by Java sugar which the British allowed to be im-
ported, British ship-owners’ interest playing a part in the game.

Until 1871 British India’s public finance up to the lowest
level was centralised. The provinces were not entitled to
spend a pie without the prior approval of the Centre. They
were allotted funds according to “needs.” As a result, there
used to be a “scramble” among them for more funds and “the
most violent among them hag the most advantage.” As it
happened, the Centre helped some provinces, mainly Bombay
and Madras, whose “needs” were always larger than their own
resources, by regularly granting them more funds than were
given to Bengal, although Bengal had a larger population and
collected much more revenue than the others. This discrimi-
nation was initially introduced to help Bombay and Madras,
which came under British domination later than Bengal; but
it got stereotyped. On a number of occasions, during the
British period, the basis of public finance was changed and the
shares of the provinces revised. Each of these revisions, as an
authority on Indian public finance says, “accentuated the
disparities.” Bengal has always been the most suffering of the
provinces. The inequity was enshrined in the Government of
India Act, 1935, and, fifteen years thereafter, in the Constitu-
tion of 1950—in a worse form, .

To cite an instance. Fighting since 1921, when the
Montford Reforms were introduced, Bengal succeeded in get-
ting for the jutegrowing provinces “at least” half the revenue
from exports of jute and jute goods, a provision to which effect
was embodied in the 1935 Act. The Constitution of indepen-
dent India very loyally follows the pattern of public finance
set out in the 1935 Act. The major departure made from the
1985 Act in this respect has harmed the jute-growing States,
West Bengal most of all because she still happens to be the
biggest jute-growing and jute-manufacturing State. Thanks to
the British Indian Government’s generosity towards Bombay
and Madras, each of these two provinces always had a much
larger budget than Bengal's. During the years of independence,
the disparities have not diminished ~but have increased.
Throughout the British period, public works and services were,
as a consequence, on a much more restricted scale in Bengal
than in Bombay or Madras. Since 1947, the position has
worsened for West Bengal.

Britain's first big achievement in was the great
famine of 1770, the starting point of Bankim Chandra’s

*
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Anandamath. Britain's parting gift to the province was the
great famine of 1943. In this tamine 15 lakhs of people perish-
ed, according to the official Woodhead Commission, and 34
lakhs, according to Calcutta University’s Anthropological
Department, The secand world war was on, and, along with i,
profiteering which put to shame the “goldlust” of the East
India Company’s servants after Plassey. For every death in the
famine, an estimate made for the Famine Commission said, the
profiteers had made an illegal profit of Rs. 1,000. That gave
them a neat illegal profit of Rs. 150 crores, assuming that
the death toll was 15 lakhs, (At today’s value of the rupee, the
amount was equal to Rs. 1,500 crores). The legal profit made
by traders and industrialists during the war was also fantastic.
The jute mills earned nine times more in 1943 than in 1939
and the tea planters nearly four times more, The others did
not lag far behind. Commodities were taken out of the pro-
vince as from other parts of the country without giving any-
thing in return, Sterling balances accumulated in London to
be repatriated to India when Britain would be in a position to
pay after the war, Bengal suffered most for this, Speaking in
London in May, 1945, J. R, D. Tata said: “As a result of the
war and India’s contribution towards it, we have millions dead
in Bengal owing to famine.”

Bengal’s economy was shattered and her social and cultural
fabric shaken to its foundation. Some engineering industries
overworked. These had to fulfil war orders and had plenty of
raw materials, But lakhs of men, village artisans, making a
myriad articles of daily use for the people, were rendered idle.
They had no raw material for their work. K. C. Ghosh, in
in his Famine in Bengal, writes: “Small enterprises scattered
among villages and partly dependent on large factories from
which they received their raw materials were forced to close
down, as they could not be sure of a steady supply of these
materials.”” Those who perished in the famine mostly belonged
to the landless labour class. The poor peasantry sold its petty
holdings to become landless. The lower middle class used up
its reserves in the form of gold ornaments and savings bank
deposits. The upper middle class was brought one or two steps
down the social ladder.

And then came the partition, a gift of the British as much
as of our Muslim League and Congress leaders. Throughout
the British period many man-made calamities struck Bengal’s
economic and social order. Every time she showed resilience,
and recovered, thanks to the bounties of Nature and the
abilities of her people. But every time she was reduced to a
lower standard of living. She rallied soon from the aftermath
of the war and the famine, Once again, partition violently
disrupted the economy of the province. The unending flow of

refugees from Fast Bengal began, .
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Our national leaders praised the Bengalis for the sacrifice
they had made for the country’s independence, sympathised ,
with them in their dire plight and solemnly assured them that
the whole nation would stand by them and help heal their
grievous wounds, With faith in her future in independent
India, West Bengal, in the midst of great adversity, hopefully
embarked on a new journey on the midnight of August 14-15
1947.

POSTCRIPT

For reasons of space it was not possible in the article for
Hindusthan Standard to do more than briefly mention the fact
that, under the British, Bengal was fleeced to help Bombay -and
Madras out of their financial difficulties, One of the authoritics
on this subject is Holden Furber, an American Professor of
History. After extensive research, he wrote the book John
Company at Work in the Harvard Historical Studies Series in
1948. Pointing out that “in Bombay and Madras the Com-
pany’s income was insignificant in comparison to its regular
day-to-day expenditure either in war or peace,” Furber writes:
“In order to understand the situation in which the Madras
Government was placed, we must think of it as a business firm
hovering on the brink of bankruptcy and ill-served by a group
of employees who were engaged in cheating it at every possible
opportunity, Since the two sides of the Company's Madras
ledger could never come within measurable distance of each
other without the aid of a huge subsidy from Bengal, the
Madras Government's chief concern was the arrangement of thc
transfer of this subsidy, a task which could be accomplished
only with the facilities provided by the great agency houses.
During the trading season of 1786-87, for example, approxi-
matcly one crore of the Bengal Government's current rupees
were transferred to Madras, forty-four lakhs in Bengal Govern-
ment bonds, fifty lakhs in bills of exchange, and the balance
of six lakhs in rice.”

Furber goes on to say that “in spite of the regularity with
which transfers ‘of funds were received from Bengal, the Madras
Government was constantly in difficulties. . . . A paltry. 317,000
pagodas’ worth of piece goods were all the Court of Directors
[in" London] had received from Madras in return for an expendi.
ture of 5,000,000 pagodas in the year 1790-91. Of that
5,000,000 (fagodas, 167,900 came from London in silver, 244,781
from London in military stores, 1,511,175 from Calcutta in gold
and silver, 1,930,832 from Calcutta in rice and bills of exchan;e,
and 1,150,000 were borrowed in Madras, When the war [with
Tipu it;ltan] ended, Siin é&adm bond dzb:h:loa: stood aﬁ

3. of pagodas, Sir Charles Oakeley ‘Governor,
great credit to himself for reducing it to 6 lakhs at 6 per cent
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within a few years but not one pagoda of it was really paid off.
The Europeans who had poured money into the Madras
Treasury in order to defeat Tipu merely agrecd to exchange
their Madras bonds for bonds payable in London or Calcutta.”
[ A pagoda was Madras coin of the time worth eight English
shillings, Of the expenditure of 5,000,000 pagodas or
£2,000,000 sterling or 20 crores of Bengal rupees of the time in
1790-91, as much as 3,442,007 pagodas or nearly threefourths
were met by Bengal.]

As for the Company's Bombay establishment, Furber
writes:  “As a debtor Government, Bombay like "Madras
had to draw on Bengal to make up its deficit. . , . The Bombay
Government's finances necessitated huge transfers from Bengal
... . No one expected the Bombay Government to retire a
single one of its nine per cent bonds which had originally been
issued up to 212 lakhs of rupees, Some of their debt was repu- -
diated . . .. In 1788, a balance of 129 lakhs of it was cleared
from the Bombay books by being transferred into Bengal
bonds.”

Furber controverts the contention of Romesh Dutt and
other authorities that the British systematically looted India,
but he does say that European enterprise “promoted ‘drains’
from Bengal to other parts of the country”,

Furber's study covers the decade 1783-93. The norms of
public finance established by the East India Company in those
days persisted throughout the British period. Pramathanath
Banerjea, an acknowledged authority on public finance under
the British, has, in his books Indian Finance in the Days of
the Company and Provincial Finance in India, given details
of how year after year Bengal, which yielded the largest
revenue, was starved of finance for the benefit of the Central
Government and the Presidencies of Bombay and Madras.
Banerjea quotes a letter written in 1861 by Lt-Governor Grant
who said that it was “a practice handed down from the begin-
ning of the British Empire in India to make Bengal pay much
more than its share of the Imperial revenue, and to give it back
in return not a quarter of its share of the imperial funds grant-
ed for such objects as military protection, Police, roads, and
other public works”. (See Provincial Finance in India, pp. 23-4.)
Over a long Jxeriod. Banerjea says in his Indien Finance, “the
entire expenditure of the Central Government was charged to
this province [Bengal]”, but, “so far as the provincial accounts
Were concerned, an annual surplus was cstaglished by Bengal”.

(P.107,) In 1857-58, Bengal’s revenue amounted to £10,064,276

and expenditure to only £2,016,225, that is, no more than 20
Per cent of the revenue, The same year Bombay's revenue was
£4,277,282 and expenditure £4,826,660; that is, 13 per cent
more than the revenue. In Madras the expenditure (£5,388,458)
Wag 12 per cent more than the revenue (£4,580,978), (Seq ibid.,
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p. 110 footnote) The Select Committee of the British Parlia-
ment in 1809 made the following remark on the mounting
debts raised in Bengal: “Besides, as the charges of the other
Presidencies considerably exceeded their revenues, it is to be
presumed that a part of the loans of Bengal must have been
raised in aid of the wants of Bombay and Madras.” (Ibid
pp. 1145
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DECLINE IN THE YEARS OF INDEPENDENCE

From the battle of Plass une 23, 1757), the British
“bled” West Bengal for full czmg hundred ninlty years one
month and twenty-two days. The State surely had amazingly
large resources and vitality to be able to emerge from that long
dark period still buoyant, still full of optimism about her future.
The people had been oppressed, exploited and impoverished.
Yet, on the dawn of independence, she was producing, per head
of the population, much more than any other State in the
country. Considering her territory and population, she was
still the wealthiest State,

How that wealth was used and who enjoyed it and in what
proportion is another question. One of the things I have tried
to find out from the Government of India, chambers of com-
merce, economists and politicians is the pattern of utilisation
of the wealth produced by each of the States separately—how
much of it is consumed and reinvested in the State which pro-
duces it and how much is drained out and in what manner.
No, no one has so much as thought of such a study as an essen-
tial pre-requisite to understanding why some States have deve-
loped and are developing fast and why some other States are
falling behind. If a State, such as West Bengal, is losing the
race among the States for progress, the easy conclusion that is
drawn—and propagated—is that the fault lies squarely with the
State herself.

On August 15, 1947, West Bengal was the second smallest
State in area (Kerala was the smallest) and the fifth among the
major States in population, taking into account the reorganisa-
tion of States up to 1961. Her density of population was the
highest after Kerala and much higher than the all-India average.
The increase in population during the decade 1951-61 was
ilightly lower than in Assam but much higher than in the other
States and the allIndia average. The steep increase in West
Bengal is explained by the influx of refugees from East Bengal
ind movement of people from other States for livelihood, and
In Assam by illegal immigration and refugee influx, both from
East Bengal. The popugtion growth in some of the major
States in the decade 195161 was as shown in this table:
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_ Po- ulatiod
Area in % Increase Density
STATES thousand 1951 1961 per sq.
3q. km, ( in Iakhs) km, in
1961
West Bengal ... 886 263 349  32.80 399
Assam .. 1224 88 122 3445 97
Maharashtra .. 3063 320 395  23.60 129
Tamil Nadu .o 1299 301 337 11.85 258
Andhra ... 2147 3811 360  15.65 131
Bihar ... 1734 388 465 19.77 267
U.P. .. 2049 632 787  16.66 251
Gujarat ... 1840 163 206 26.88 110
Punjab and Haryana 1225 — 203 — 166
INDIA — - 4392 — 144

[y

In 1947, West Bengal had the highest per capita income.
In literacy she yielded place only to Kerala. In installed
electric power capacity and per capita consumption she had a
long march over the other States, not excepting Maharashtra
and Tamil Nadu. Social services in general had been starved
of funds before independence and, because of this, their stan-
dard was lower than in Maharashtra and Tamil Nadu, but it
was higher than in many States. She had easy access to indus-
trial raw materials and had business connections and an infra-
structure to make progress faster than any other State. Calcutta
was the busiest city, and the port there handled much more
cargo than even Bombay.

A comparative study® in 1967 by the National Council of
Applied Economic Research, New Delhi, of the progress of the
States under the first two Plans (1950 to 1960) shows that, in
the total production of all the sectors in 1950, West Bengal
was behind only U.P., but, then, U.P. was more than three
times as big in area and almost two and a half times as big
in population as West Bengal. Leaving U.P. aside, West
BmgAFs net domestic product in 1950 was higher than that of
every other State, even Maharashtra. The wealth that West
Bengal produced per head of population was considerably more
than elsewhere. In industrial production West Bengal was
slightly behind Maharashtra but more than made this up in
‘the field of trade and commerce in which West Bengal had a
preeminent position. West Bengal’s net output in agriculture
and allied sectors was 25 per cent higher than Maharashtra's

Y Estimates of State Income (1950-51, 195586 and 1060.61 at 19603%)
Prices). This is the only study of its kind so far. No such study has
been undertaken of the period 1960-70. .
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(Rs. 525.83 crores against Rs. 415.31 crores). In fact, no State,
other than U.P., exceeded West Bengal’s output in this sphere.

The economic picture of some of the States in 1950 will be
clear from this table:

Net Domestic % distribution
Product in 1950-51

STATES (Rs. lakhs) at

1960-61 prices
West Bengal 12,39,82 116
Maharashtra . 11,94,83 11.2
Tamil Nadu 787,13 6.9
Gujarat 6,19,64 5.8
Bihar 7,00,41 6.6
Punjab-Haryana e 6,52,54 6.1
u.pr. 17,10,22 16.1
INDIA . 1,06,57,64 100.0

If we look at the sector-wise distribution of State incomes,
we see the following picture (States necessary for purposes of
comparison are mentioned):

Net output (in Rs. lakhs) by sectors in 1950-51 at 196061 prices

Agricul-  Mining, Trade &  Trans. Other ser-

STATES ture &  Manufac- Commerce  port  vices inclu-
Allled  turing & etc. ding house
Construction property,

West Bengal 525,83 224,09 22841 61,11  2,00,38
Maharashtra 41581 231,83 2,0824 63,87  2,75,08
Tamil Nadu 357,69 121,11 10454 - 2741 12638

Gujarat 2,89,34 1,01,99 62,04 1946 1,46,81
Punjab-Haryana $,76,52 72.88 53,97 26,91 1,22,76
Bihar 42948 11832 59,49 20,15  7,00,41

According to the Government of India’s Census of Manu-
’acturing Industries, 1951, that year West Bengal had the
righest number of registered factories—1,493. She was follow-
:d by the composite State of Madras (roughly Tamil Nadu
ind Andhra—separate figures are not available) with 1,473
actories, and the bilingual Bombay State (roughly Maha-
rashtra and Gujarat) with 1,426 factories, "The number of
dersons employed in factories was 475,084 in West Bengal,
187,967 in bilingual Bombay, and 180,629 in composite Madras.
3ombay factories had a total fixed capital of about Rs. 79
Téres, the figures for West Bengal and Madras being Rs. 73
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crores and Rs. 31 crores, Bombay made use of working capital
to a much larger extent than West Bengal—Rs. 158 crore:
against Rs, 90 crores.

It is obvious that, if Maharashtra as she is constituted
today is considered, Bengal had an edge over that State ir
industry and trade arid commerce in 1947. But in West Bengal
where the legacy of the British methods of treating the ques
tion of the welfare of colonial labour persisted, the wage leve
was much lower than in Bombay in 1947. In Bombay, the
average yearly earnings of an employee (counting in thi
generalisation factory hands, office workers and manageria
personnel) were Rs. 1,408 compared with only Rs, 1,013 ir
West Bengal. (These figures have been worked out from th
total wage and salary bill of factories as given in the Govern
ment of India’s Statistical Abstract—1951-52.)

Having started from an advantageous economic positior
what has been West Bengal's fate during the Plans? Thi
most telling example of what has happened to the State is t
be found in the sizes of her four Plans. According to the fou:
Plan documents, West Bengal's First Plan (actuals) was of the
size of Rs. 154 crores and that of Maharashtra and Gujara
together (bilingual Bombay State) was of Rs. 224 crores. Com
pared to these two and many other States, West Bengal fel
considerably behind during the Second Plan (estimated) fo
which she had Rs. 145 crores (Rs. 9 crores less than in th
Firsty and Maharashtra and Gujarat together had Rs. 35!
crores (one and a half times more than the First), In th
Third Plan the position was still more dismal for West Bengal
which, after great taxation efforts made by B. C. Roy, had .
sanctioned Plan of Rs. 250 crores (the actual expenditure wa
about Rs, 300 crores), while Maharashtra alone had a Plan o
Rs. 390 crores and Gujarat of Rs. 235 crores, the two togethe
having Rs. 625 crores. The position has further deteriorate:
in the Fourth Plan for which West Bengal has a sanctione:
outlay of Rs. 322 crores, and Maharashtra (Rs. 898 crores) an
Gujarat (Rs. 455 crores) together have Rs, 1,358 crores, that i
four times as much as West Benﬁal has.

No other State has such a melancholy record to show. Th
per capita expenditure on Plans is the lowest in West Bengs
—

3 The average annual capita earnihgs of labour in manufactw
ing industries mst;in the ing:;ne rgiﬂge of Rs. 200 per month in 1964 wer
Rs, 1684 in Maharashtra and Rs. 1270 in West . Workers in We:
Bengal thus earned no more than 75.4 per cent of what their counte

rts in Maharashtra did. In order of labour earnings per head We
K:nglk:ltood fifth amopg the States. But the working class cost of livin
in tta being the' second highest in India (after Jamshedpur whe
lsbout earnings were higher), the *‘estimated minimum wage
in Calcutta should have been the second highest. (See, Report of i
National Commission on Labour, 1969, Tables on pp. 191 and 246.) Worke
in West Bengal are the most ill-nourished.
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oday® The first three Plans were by ‘Roy, and the
purth Plan, prepared while P. C, was in charge of the
itate, was fmSiscd, with inconsequential modifications, during
he second United Front Government. Long before the Leftists
ame to power, the State’s malady had gone deep and affected
very aspect of her life—economic, social, cultural and political.
The relative position of some of the*States at the end of
he Second Plan, 1960-61, according to the survey of the
Jational Couhcil of Applied Economic Research, was:

Net Domestic 9%, increase in
ATES Product (in 1960-61

Rs. lakhs) at over 1950-51
i 1960-61 prices
Vest Bengal w. 16,18,08 30.3
fdaharashtra o - 18,96,12 58.7
Famil Nadu v 11,58,12 57.1
‘unjab-Haryana e 8,96,16 37.3
\ihar v 10,31,37 47.3
sujarat 8,31,08 34.1
NDIA o 1474378 383

In 1961 West Bengal went down in literacy from the
scond to the fifth place (29.3 per cent), after Kerala (46.8 per
ent), Tamil Nadu (31.4 per cent), Gujarat (30,5 per cent), and

aharashtra (29.8 per cent), The rate of growth of literacy
as about the lowest in West Bengal.

In per capita income, West Bengal maintained her first
sition till 1955 but by 1961 came down to the second place,
e first place going to Maharashtra, Every State, other than
est Bengal and Assam, recorded an increase between 1950
d 1960, Tamil Nadu by 40.5 per cent, Maharashtra by 28.4
r cent, Bihar by 22.9 per cent, Punjab by 9.1 per cent, and
ujarat by 5.7 per cent, the all-India average being 13.7 per
nt. In West Bengal it declined by 2 per cent and in Assam
1.8 per cent. Every year thereafter West Bengal came down
place or two to stand seventh in 196566, after Punjab, Maha-
tra, Haryana, Tamil Nadu, Gujarat and Assam.*

3 From the second Plan onwards West Bengal's per capita Plan
penditure has been consistently lower than not only that in the major
tes but also the national average—Rs. 48 against the national average
Rs. 51 under the second Plan, Rs. 80 against Rs. 91 under the third
an, and Rs. 69 against R¢. 119 under the fourth Plan. (Sce Plan Outlay—
tement 11, mimeographed note prepared by the Planning Commission,
Administration Division, in December 1970.)

4In per capita income West Bengal, which went down to the eighth
ition among the States in 1966-67 under the Congress, moved up to
tixth ;ifon unda; thle first ;J;ipt:d;edh:nt tl3ovc;0erxunem in 1967-68.
statistics capita income Yy vernment of India,
mmJ" O:rrninﬂon.)
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_Maharashtra, which together with Gujarat, occupied the
second place in the number of registered factories in 1951,
scored over West Bengal in 1961—1,724 factories against 1,373
while Gujarat had 771. The growth of Maharashtra was even
faster in the 196165 period, number of factories there in
1965 being 2,834 against 2,036 in West Bengal. The relative
decline of West Bengal and the growth of industries in these
and some other States are reflected in their respective industrial
production and contributions to the revenues from corporation-
tax, income-tax, Customs, excise and other Central taxes,

The Calcutta Port, which is directly administered by the
Govesnment of India, has been allowed to deteriorate, QOther
ports have been built up or expanded and modernised and are
able to handle (and are handling) Yar of the cargo which
passed through Calcutta previously. In 1951, Calcutta)
was the biggest port handling 94 lakh tonnes a year
against 75 lakh tonnes handled by Bombay, the second
biggest port then. In 1964-65, before the two droughts and
the war with Pakistan disrupted the economy, Bombay handled
189 lakh tonnes against Calcutta’s 109 lakh tonnes. By 1968-69,
Calcutta (with 79 lakh tonnes) went down to the fourth posi-
tion, after Bombay (190 lakh tonnes), Mormugao (88 lakh
tonnes) and Visakhapatnam (80 lakh tonnes).

In West Bengal, the failure to make progress between
1950 and 1960 (and thereafter) was most appalling in agri-
culture, a sphere in which she was at such a vantage position
in 1950. During the decade the State’s output in this sector
increased by a mere 122 per cent, by far the lowest in the
whole country, During the same period, Maharashtra advanced
by 66.5 per cent, Madhya Pradesh by 61.2 per cent, Tamil
Nadu by 50.2 per cent, and Punjab-Haryana by 35.8 per cent.
These States made rapid strides also in the following years
while West Bengal dra her feet. In irrigation, especially
medium and smallscale, electrification of wells, fertiliser
utilisation, diversification of crops, yield of crops per hectare
road-bu%_ng, and co-operation she was far outstripped b

many States.

’ Thanks to the Union Government’s discriminatory polic
and the State Government’s uncertain stand the refugees hav
become West Bengal's most explosive social and politica
problem. To this has been added over all the Plan periods :
steadily increasing urban and rural unemployment which, b
the time the first United Front Government was in office, ha
reached much vaster ons than anywhere else in Indis
No wonder, West has fallen into what appears to

a perpetual and killing crisis. :
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NEW FISCAL SHOCKS

On the midnight of August 14-15, 1947, Jawaharlal Nehru
spoke in the Constituent Assembly ‘of India's “tryst with
estiny” in one of his famous speeches. “A moment comes,
which comes but rarely in history,” the late Prime Minister
said, “when we step out from the old to the new, when an age
ends and when the soul of a nation, long suppressed, finds
utterance. It is fitting that at this solemn moment we take the
FlCdge to the service of India and her people and to the still
arger causes of humanity,”

Bengal and Punjab were then bleeding. The two great
Frovinces had been “vivisected,” to quote a word our national
eaders had used in the years before 1947 to impress upon the
people the horrors that would befall India if the sub-continent
was divided into two sovereign countries. The sole comfort of
those parts of these two provinces that became part of India
was that the national leaders had given an undertaking to
stand by them in their distress,

On the very first day of independence the West Bengal
Government discovered, however, that the Centre had, on the
stroke of 12 o'clock the previous night, slashed the State’s
share of the jute export duty. East Punjab was unaffected by
it because that State did not grow any jute and was never
entitled to a share of the duty. New Delhi did not have the
courtesy of consulting West Bengal before taking the step and
further disturbing the already precarious finances of the State
Government.! The Centre had no time to wait to see what
the effects of the partition of Bengal would be on West Bengal.
The Centre appropriated the money it saved by depriving
West Bengal. This was surely not a very encouraging way for
West Bengal to “step out from tlre old to the new.”

A second blow was struck at West Bengal the same night,
Her share of the divisible pool of the income tax was re-
duced from 20 per cent to 12 per cent while Bombay’s share
was pushed up from 20 per cent to 21 per cent and the com-
posite Madras State’s from 15 per cent to 18 cent. The
money saved at the cost of West Bengal enabled almost all
the other States to get more, The partition of Bengal was, in

1 8ee West Bengal Government, Memorandum to the [First] Finance
Commission, 1951, p. 27

3
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respect of the jute duty and income-tax, turned into a windfall
for other States and the Centre.?

What P. C. Ghosh, West Bengal's Chief Minister for the
first five months of independence, did is not known, but B. C.
Roy did take the issues up repeatedly with the Central
Government. I am told, he raised them with Nehru personally,
Nothing availed, Nehry's hands were too full. He ﬁad bigger
matters to minister to, The jute duty and the income tax were
too small things to claim his attention. To arbitrate on the
allocation for each of the States of the divided taxes (i.e. taxes
which are to be shared between the Centre and the States), C. D.
Deshmukh, Maharashtrian patriot of I.CS. vintage, in 1950,
and five Finance Commissions since then, have come and gone.
The West Bengal Government pleaded its case with all the
earnestness in the world, As far back as 1951, it told the first
Finance Commission and, through it, the Government of India
of the communist threat the State was facing, and also of the
difficulties created by the long zig-zag border with East Pakistan,
“Taking advantage of the long suffering people in West
Bengal and also because of its geographical position, the com-
munists established a stronghold in this province,” it said.?
But West Bengal could make no impression on the Centre.

3 Niemeyer, who came in 1936 to fix, under the Government of India
Act, 1935, for individual provinces shares of the income tax, gave Bengal
and Bombay 20 per cent each, Madras and United Provinces (U.P.) 15
per cent cach, Punjab 8 per cent, and so on. The shares were revised by
the Congress rulers and their bureaucrat advisers on the midnight of
August 14-15, 1947,

On the award of Niemeyer and the decision of the new rulers, the
following comment by one of the foremost authorities on India’s public
finance, Pramathanath Banerjea, may be noted : ‘‘Niemeyer could not
have taken population as the basis so far as income tax distribution was

Bengal and Bombay yielded about equal amounts on this
account. But Bengal's population was three times that of Bombay. On
the basis of population Bengal's share should have been three times that
of Bombay. Ogvlomly, the sharing was decided upon on the basis of
collection.  After partition even on this basis West Bengal's share could
not have been much different from Bombay's. The Government of India
now took the plea of a reduction in West Bengal's ares.” (A Study of
Indian Economics, sixth edition, 1951, p. 270. Emphasis added.) Banerjea
has pointed out'that as a result of East Bengal going out of India West
Bengal's. contribution to the income tax fell by only 1/80th. Since the
collection ‘was then Rs. 30 crores, West Bengal's share should have been
cut by no more than a quarter of one per cent. The actual cut was of
40 per cent. )

In‘its Memorandum to the [First] Pinance Commission, 1951, the
West Bengal Government, commenting on this deprivation of the State
by the Centre, said : “West Bengal was done out of about Rs. 3 crores
ozmenueper year though at the same time she was faced with the
terrible effects of partition.” (P. 28.) )

3 West Bengal Government, Memorandum to the [First] Finance Com-

mission, p. 24.
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How far the State Government's anger went can be judged
from its assertion before the third Finance Commission in 1961
that what the Commission should do was not to assess the
needs of the States but those of the Centre and give to the
Tentre no more than what it needed. The West Bengal
>overnment’s memorandum, prepared under B. C. Roy as
Chief Minister, said: “In our view one of the major tasks of
he Finance Commission would be to assess the needs of the
Zentre according to the functions it is required to discharge
mder the Constitution and to allow it to retain so much, and
o much only, of the funds that are actually required for the
lischarge of those specifically Central functions in an efficient
nanner.’*

Ten years before this, the State Government had cxplain-
:d to the first Finance Commission how the Centre'’s fiscal
solicy was weakening West Bengal and then bitterly com-
mented : “An attempt to build a strong Centre on the founda-
ion of weak States is like an attempt to build a strong build-
ng on the foundation of sands. Strength means in this con-
text ability to perform adequately and properly the duties
1ssigned to each.” It approvingly quoted the recommenda-
iions of the Constituent Assembly’s Expert Committee on the
inancial provisions of the Constitution. The committee had
id: “The basic functions of a Federal Government are
lefence, foreign affairs and the bulk of the national debt.”®

The Expert Committee had also pointed out that “the
needs of the provinces are in contrast [to the needs of the
Centre] almost unlimited, particularly in relation to welfare
iervices and general development.” The committee recom-
mended that not only the income-tax but also the corporation
iax (tax on companies) should be shared between the States
ind the Centre and that the States’ share should be 60 per cent
ind the Centre's 40 per cent.’” A substantial weightage was
gziven to collection in determining a State’s share. If
this was accepted, West Bengal would have benefited, for the
bulk of these two taxes were (and are) collected in this State
and Maharashtra. The committee’s recommendations were
rejected and, in almost all essentials, the old British practice
was maintained, If Bengal suffered for this in the past, West
Bengal has to suffer after independence too.

West Bengal produces great wealth and the State Govern-
ment is required to provide services and the infrasstructure so

¢ West Bengal Government, Memorandum to the ([Third] Finance
Commission, 1961, p. 6. (Original emphasis.)

5 West Government, Memorandum to the [First] Finance
Commission, p. 38.

¢ Quoted in ibid., p. 10.

7 See ibid., p. 10. P
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that this wealth may be produced, but it cannot tax this wealth.
“This great disparity between wealth and taxability is the
biggest tragedy in the State,” the State Government told the
second Finance Commission in 1956,* and added: “This is at
the root of most of the malady from which the body politic of
this State suffers. This is the problem peculiar to West Bengal
and it cannot be solved without giving to the State Govern-
ment a commensurate share in the tax on industrial wealth
and industrial income.”*

How the fiscal policy of the British Indian Government
deprived Bengal of finances is borne out by the fact that, in
1918-19, the Government of Bengal, the wealthiest province,
had a revenue of only Rs. 7.54 crores against Rs. 10.01 crores
of Bombay, and Rs. 18.31 crores of Madras. These “imbal-
ances” have not been eliminated but accentuated in the years
of independence. Meston came from England in 1920 to re-
vise the Central and provincial shares of Centrally-collected
taxes and allocate the States’ share among the States, He made
Bengal a more bitter province. Niemeyer came in 1936 to do
the same job in preparation for provincial autonomy under
the Government of India Act, 1985, which came into force in
1937. He did at least one thing. He gave the jute-growing
provinces—Bengal, Assam, Bihar and Orissa, Bengal being the
biggest among them—62} per cent of the jute export duty.
The remaining 'i’(li} per cent was reserved for the Centre. Be-
cause Bengal produced about 90 per cent of the jute grown
in the country, she benefited from this decision. Bengal in-
sisted on a 100 per cent allocation to the States,

On August 15, 1947 the Centre reduced the States’ share
of the jute duty from 62} per cent to 20 per cent and increased
the Centre’s from 374 per cent to 80 per cent. In a few years
even this share of the States was abolished altogether, For
ten more years West Bengal was given a stipulated amount in
lieu of the duty,

If West Bengal's share of the jute duty was cut on the
ground of loss of the jutegrowing areas to East Bengal, her
share of the income-tax was reduced on the ground of the loss
of population and area as a result of partition, Population
was the principal criterion on which the shares of the income-
tax for the States are now decided, The position, as it obtained
in 1961, was that for every Rs. 100 collected in the State, West
Bengal got back the lowest amount, Rs. 16.2, while Bombay
got Rs. 194, Madras Rs. 48,6, Punjab Rs. 1089 and Bibar

s West Bengal Government, Memorandum to the [Second) Finance
Commission, 1956, p. 9.
¢ Ibid., p. 9.
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182.8.!* The incometax and other Centrally-collected but
divided taxes have been utilised as an instrument to pump
money out of one or two States for the benefit of the other
States in pursuance of the fictitious policy of equalisation of
development of the country. West Bengal has been the worst
sufferer.

Did not West Bengal have special problems, some of the
most acute ones created by the congestion of industry and com-
merce in the Greater Calcutta area, by the overcrowding of
agriculture and by the heavy refugee influx? Yes, she had,
the first Finance éommission gracefully admitted. The Com-
mission then deigned to recommend a grant-in-aid of no more
than Rs. 80 lakhs. Having lost several crores of rupees on the
income-tax and the jute duty, this was all that was thought
necessary for West Bengal to tackle her special problems !

At the time of partition, the acreage under jute in West
Bengal was 2,66,000. In a few years, the acreage was pushed
up to 11,44,000. The Centre urged West Bengal, and West
Bengal, in turn, urged farmers to divert paddy land to jute.
The shortage in the supply of raw jute as a result of the loss
of East Bengal to Pakistan must be made good with domestic
cultivation. If the farmer is not to lose by growing jute in-
stead of paddy, for every maund of jute he should get at least
three maunds of paddy.!* How much the farmer has lost can
be judged from the fact that, according to the Central Jute
Committee’s report, for every maund of jute in 194849, he
got 2.97 maunds of paddy; in 1952-53 he got a mere 1.81
maunds ; and in 1956-57, the latest year for which figures are
Euoted in the report, 2.24 maunds. In subsequent years the

isparity between' jute and paddy prices has increased sharply
to the detriment of the jute grower, thanks to the incentive
prices for foodgrains. West Bengal has to buy large quantities
of foodgrains from other States. -

According to statistics maintained by the West Bengal
Government, the price of a bale of 181 kgs. of jute in 1951
was Rs. 320 when the price of a quintal of medium-coarse rice
was Rs, 43, the respective prices in 1961 being Rs. 294 and
Rs. 56. The price of jute had fallen absolutely and also in
relation. to rice whose price had gone up. The Government
of India’s statistics also bear tiris out. According to the Gov-

10 West Bengal Government, Memorandum to the [Third] Finance
Commission, 1961, p. 7, and Statement I, p. B5.

11 The West Bengal Land Revenue (Fﬁmd) Commission reported in
1939 :  “If the price of jute were to remain at Rs. 7 or 8 per maund
and the price of paddy at about Rs. 2-8-0 per maund, we believe that
there would be little complaint from the ~agricultural community in
regard to prices.” (Quoted in Indian Central Jute Committee, Calcutta,
Jute in India—A Monograph, 1959, p. 311:) Three maunds of paddy is
equivalent to twq maunds four seers or 2.1 maunds of rice, the parity price
thus being—jute 1 maund =rice 2.1 maunds,
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ernment of India's figures, the price of a quintal of jute in
West Bengal in 1955-56 was Rs, 69,34 and that of a quintal
of rice Rs. 42.20. In 1969-70, the price of a quintal of rice
was more than that of jute (Rs, 125.51 against Rs. 103.49).?
The loss of the jute farmer is the loss of West Bengal and
other jute-growing States in eastern India, but the gain of the
country as a whole, The jute grower and these States are
suffering so that the country may earn more foreign exchange.

On the share of the jute export duty, Bengal, which claim-
ed the entire proceeds for the States and which had been dis-
appointed by the Niemeyer Award, wrote a thundering letter
to the Central Government in 1936, raising a very fundamental
issue in relation to India's fiscal and protection policy. The
Bengal Government told the Government of India that it “can
never rest content under a fiscal system which aims at protect-
ing, largely at her expense as a consumer, the products of other
Provinces, while taxing her staple product for the benefit of
the Centre, in other words for the benefit of other Provinces,™*

The reference was obviously to the cotton textiles industry
of Bombay (Maharashtra and Gujarat) which not only was be-
ing protected by heavy import duties on cloth but for which
raw cotton had to be imported with foreign exchange earned
through jute and tea exports for which Bombay had no contri-
bution to make. The cotton textiles industry is a net drain
on the country’s foreign exchange earnings. More exchange
has to be spent to keep it going than it earns through export.
Moreover, in a sheltered market, it can sell its products at
high prices. Jute and tea have never had the benefit of such
concern on the part of the Centre. The net foreign exchange-
earning States—West Bengal, Assam, Orissa and Kerala—are,
therefore the losers from every point of view. On the exchange
they earn, they have no control. A very large portion of the
earnings are utilised to finance industrial expansion in States
which do not earn these.

»

13 Central Statistical Organisation’s figures. In 1969-70, West Benga
farmers produced 611,800 tonnes of jute. If parity price prevailed, me'
price of jute would have been Rs. .71 per tonne, but the actual price
was Rs. 10349, The jute farmers thus lost Rs. 1600.81 per tonne or a
total of Rs. 97.88 crores. After 1947 there was only one year (1960-61)
when they got a slightly advantageous price. Every other year brought
disaster for them. The worst year was 1967.68 when the price per
tonne of rice was Rs. 1840.9 and of jute no more than Rs. QG;Q'FI::
State’s farmers lost Rs. 2878 per tonne or a total of Rs. 199.64 crores on
693,700 tonnes of jute they grew. The losses suffered by the jute farmers
are the losses of the State as a whole, for the State has'to buy food from
other States to meet her shortage caused by the diversion of paddy land
to jute. The pricing policy has been devised to bleed West ﬂp{ even
more mercilessly than before 1947, Asam, Bihar and Orissa are also
being made to suffer badly on the same account.

2 Quoted in B. R. Misra, Indian Federsl Finance, 1960, p. 121.
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CONTINUED WEALTH DRAIN

The jute and tea industries developed in India under
British auspices as export-oriented industries. Wages were kept
at the lowest possible level under the worst type of colonial
economy imaginable ta enable British jute mill owners and
tea planters to earn fabulous profits and send these profits to
Britain, These two industries set the pattern of wages in all
industries in West Bengal, If the level of wages in West Bengal
has always been, under the British, about a third lower than
that in Maharashtra, the reason is to be found in the circum-
stances in which and the purposes for which industries grew
in these two States before independence.

Workeérs in the jute and tea industries have always been
driven hard by their employers. If these were the biggest
foreign exchange-earning industries before independence, these
are so today. Their role in independent India’s economy is of
vital importance. In jute, West Bengal's contribution is over-
whelming. Despite her heavy deficit in foodgrains, she diverted
about a million acres of paddy land to jute in the interest of
the country but at a considerable cost to herself. In tea, she
accounts for about a third of the foreign exchange earnings
from the commodity, coming second only to Assam which State
accounts for well over a half of the total earnings. Jute and
tea are net foreign exchange earners, for very little or nothing
has to be imported to keep them going.

If the gross earnings of foreign exchange, commoditywise,
are taken into account, the cotton textiles industry comes third,
after jute and tea. But more has to be imported to keep the
cotton textiles industry, which is concentrated in Maharashtra
and Guiarat, running than it can sell abroad. As a consequence,
this industry is a net liability so far as foreign exchange is
concerned. The engineering industries, in which West Bengal,
despite her decline, still has great importance, are steadily
gaining in importance in the scheme of India’s foreign trade.
But these, too, have to depend on a large volume of imports
of raw material, machinery, know-how and all that.

Moreover, in one form or another, the cotton textiles and
the engineering industries have -to be subsidised to enable
them to export. Often these subsidies take the hidden form
of higher prices for the domestic market than for the foreign
market, The people of the country are, thus, madesto pay to
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enable these industries to export part of their products. The
best example of this is, however, sugar. The internal price
of sugar is much higher than the international price. Some
sugar is being sold abroad. The export price is being subsi-
dised to enable the industry to export at the international
price. The loss is not that of the sugar industrialists but of
the domestic consumers. The subsidy per tonne in 1970 was
Rs. 270.44.

These subsidies, whatever-form they may take, are called
incentives. Jute and tea had never had the privilege of getting
any incentive, In 1966 the Government of India took the step
of drastically devaluing the rupee. This, it was said, would
bring down the prices of Indian exports in foreign markets and
thus stimulate exports. Manubhai Shah, who was then Minister
of Commerce, bitterly opposed devaluation. His argument
was that the bulk of India’s exports was of “traditional”
commodities, jute and tea being the principal among them,
As a matter of fact, export duties on these two commodities
were pushed up almost to the extent by which the rupee had
been devalued. Obviously, devaluation was not necessary for
these two and many other “traditional” commodities, The
Government’s scheme was to help the cotton textiles and
engineering industries. On the exports of the products of
these industries there is no duty. Export duties are still in
force on most of the traditional items, including, of course,
jute and tea,

In 1901, Dadabhai Naoroji wrote in his book Poverty
And Un-British Rule in India that ““the foreign trade of a
country adds to jts annual income or production, But
unfortunately, the case with India is quite otherwise. The
present system of British administration not only 'sweeps away
to England the whole profits of foreign trade, but also drains
away a portion of the annual production itself of the country.”

How are the foreign exchange earnings of West Bengal
utilised ?¥ How much, indeed, does this State or, for that
matter, any other State earn by way of foreign exchange and
how much of these earnings are utilised in the State concerned?
If the Government of India maintains statistics of this kind,
these must be a top-most secret, Foreign exchange is of crucial
importance for the development of industries in a country
like ours. An idea of how West Bengal's foreign exchange
earnings have been utilised by the Government of India can
be formed from the relative industrial decline of the State and
the wth of some other States, such as Maharashtra and
Tamil Nadu, whose net contributions to the country’s foreign
exchznse earnings bear no comparison to West Bengal's, West
Bengal's wealth, -éxcept for a relatively small portion, does not
now-a-days go all the way to England. It finds its way to some
other States,
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The Central Government’s revenue policy makes a very
substantial contribution to the drain of wealth from West
Bengal. This is an issue over which B. C. Roy had a prolong-
ed fight with the Centre, but he could not mend matters. Al
though the burden of social services of all varieties is borne
by the States, these have been assigned inelastic revenues ex-
cept for sales tax. Independence and high-powered propaganda
from Ministerial quarters about socialism being built have
raised the hopes and aspirations of the people. It is the task
of the State governments to meet their demands. The hands
of the States are tied in respect of finance, The Centre has
appropriated to itself the elastic sources of revenue, such as
corporation tax, excise duty other than that on alcoholic
drinks, and Customs. Under the Constitution, the income-tax
has to be shared between the States and the Centre. In 1959
the tax on company incomes was separated from personal in-
come-tax and made the preserve of the Centre. Surcharges on
income-tax have become a permanent feature. These oo are
earmarked for the Centre.

The Constitution has two Articles providing for devolu-
tion of funds from the Centre to the States. Article 270, relat-
ing to the income-tax, lays down that a stipulated part of the
proceeds of the income-tax is to be earmarked for the States
and will not form part of the Consolidated Fund of India,
but will be assigned to the States within which the tax is
leviable, The rational interpretation of this Article should be
that a State is entitled to retain for herself whatever remains
of the collections within the State after giving to the Centre
the latter’s share. C. D. Deshmukh did not give his verdict on
this point, but the subsequent Finance Commissions have made
recommendations. According to the recommendations of these
Commissions, readily acceptcg and implemented by the Centre,
this income-tax sharing has been turned into an instrument to
divert funds from some States to some others. West Bengal
and Maharashtra are the main victims of this decision which has
been taken despite another Article in the Constitution which
provides for grants-in-aid by the Centre to “needy” States. This
type of sharing of the income-tax, based mainly on the size
of Eopnlation of a State, has been decided upon in the name
of bringing up the backward States, In material respects, pro-
ceeds of excise duties have also been treated in the same manner.
How far backward States have developed one can see for one-
self. The policy has landed West Bengal in neck-deep water.

The surplus of funds at the disposal of the Centre, which
arises not only because of the elastic sources of revenue it has
but also because of its monopoly of the security press to print
money, has enabled New Delhi to interfere in spheres speci
c“}){' earmarked for the States, such as education, medical and
Public health, road-building, house-building, agricultur?, and so
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on! The States are dependent on Central “aid” in the form
of grants and loaus. The States have to meet the stipulations
laid down by the Centre if they want either grants or loans.
The Mayurakshi Dam and machinery for the hydro-electric
project there came to West Bengal as gifts from foreign coun-
tries. But the money had to be credited to the Centre which
advanced it as loan, bearing interest, to the State Govern-
ment!?

The servicing of debts has become a nightmare to the
State Governments. These have piled up fast since the Con-
stitution came into force. On March 31, 1952, West Bengal's
debt burden was Rs, 43.18 crores, Within thirteen years, on
March 31, 1965, the debts jumped up to Rs. 471.97 crores.
In the olden days, the East India Company saved revenue as
profits, transferred them to London and later brought them
back as loans advanced to the Government of India. Now-a-
days, the Centre raises taxes in the territory of the States, takes
them to New Delhi, and sends a portion of them back as loans
advanced to the States!

This surfeit of money in the hands of the Central Govern-
ment enables it to play politics with it in relation to the States.
One or two instances affecting West Bengal may be cited.
During the first two Plans the State Government totally neglect-

1 Illegitimate Central interference in purcly State affairs was increas-
ing even during B. C. Roy's time when the Congress had monopoly of
power at the Centre and in all the States. The late Chief Minister angrily

ut this on record in 1956: ‘. . . whether in giving a direct grant or
in giving a grant through the State Government, the Central Government
have been increasing their intervention and control on purely State sub-
jects. The sharp increase in Union expenditure on State subjects shows
how Central control over State subjects is increasing in extent and inten-
sity, and how the State Governments are being correspondingly deprived
of the money to perform their Constitutional responsibility. .. . §uch
control over State schemes is now exercised in such great detail that the
execution of schemes is greatly hampered. . . . This is introducing diarcRyy
pure and simple, in the administration of State subjects. In fact, 4t is
worse than diarchy ; because, the Central Government does not assume any
responsibility in the matter which remains under the Gonstitution and
also in fact squarely on the State Government. The Central Government
only controls without taking any responsibility and for almost all diarchi-
cal deadlocks which are bound to develop under such circumstances from
time to time, the entire responsibility is thrown on the State Government.”
(West Bengal Government, Memorandum to the [Second] Finance Com-
miuio;:‘;‘ ;956. P” 15. Emphasis added.)

-3 1) . .

o West | Government, Memorandum to the [Fourth) Finance
Commission, 1965, p. 20, The State’s Memorandum to the Fifth Finance
Commistion, 1969, says: “The Planning Commission have indicated 2
Central ‘assistance of Rs. 220 crores for Fourth Plan for West Bengal.
MWMMWthemmnpmtwm&ml

‘to the tume of Rs, 284 crores in respect of principal and in-
terest changes of Central founs,” (P, 24) . - |
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ed development of Calcutta, and the Corporation was just not
good enough to do anything. B. C. Roy wanted to make a
beginning in the third Plan to improve the city. A World
Bank Mission and a World Health Organisation Mission went
there and made reports speaking of the imperative need to
undertake an all-embracing development programme for Cal-
cutta. Roy knocked his head in vain at the doors of the Central
Government for several years, After many efforts he persuaded
the Planning Commission to earmark some funds for the pur-
pose. P. C. Sen, after him, tried as much as he could to in-
crease the allotment. Then came the two United Front Gov-
ernments with Dharma Vira in between. They tried, too. But
the Government of India was adamant.

The second spell of President’s rule came in March last
year. Indira Gandhi was determined to make an. impression
on the people of West Ber:gz.l by undertaking a massive deve-
lopment programme for Calcutta, By the third week of May
the same year the Union Cabinet met and decided to earmark
Rs. 140 crores for the city. This was in course of time increas-
ed to Rs. 164 crores. When the allotment was pushed up
last—by an outright grant of Rs. 8 crores for slum improve-
ment—a very senior official told me that this was “conscience”
money the Centre was paying for the neglect of the past years.

Octroi is, of course, an obnoxious impost. But Bombay
and Delhi have been having it for a very long time. Octroi
has served as a tariff wall in these two cities against products
of other regions, especially West Bengal from where Bombay
and Delhi import a wide range of manufactured and semi-
manufactured goods. The vast Calcutta market had, on the
other hand, to be kept wide open for their manufactures.
Many other cities and towns realise octroi. Calcutta was dying
for want of funds and, from B. C. Roy's days, was trying to
zet the Centre’s permission to impose it. One should not for-
get that Bombay Corporation’s income from octroi alone ex-
ceeds the total revenue of Calcutta Corporation. No one in
Delhi would listen, In 1967 Calcutta Corporation once again
represented its case for octroi to the Centre, Permission was

In August that year I asked Morarji Desai, who was
then Deputy Prime Minister and Finance Minister, why Cal-
tHita was ot being allowed to have octroi. “Octroi in Cal-
cugta?  That will destroy the country’s economy,” he said. “But
lepite octroi, Bombay is flourishing industrially and does not
ssem to have harmed the country’s economy,” I said. 1 also
isked Desai why the American Government's offer of PL-480
‘unds for development of Calcutta was not being accepted.
Desai's reply was that “every pic in this fund has icen taken
credit of in the Union Budget. If any part of it is dgiveu t0
Calcutta, we will have to miake it good through additional
taxation or inflation. That we cannot and will not dg”" The
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Centre did not have any difficulty in setting apart in 1969
Rs. 105 crores from the PL-480 funds offered by the Americans
for rural electrification in India. What part of it, if anything
at all, will be available for West Bengal is not known. Desai
and the Government of India had also no difficulty in accepting
the American offer of Rs, 100 crores from PL480 funds for an
Indo-U:S, Education Foundation. The political storm that the
move created obliged the Government to back out of its commit-
ment. As for octroi, exigencies of the political situation com-
pelled the Centre to impose it in Calcutta in 1970.

Before concluding the article, I would mention another
instance of how West Bengal has been treated by the Centre.
It is a small thing in respect of money, but interesting from
the point of view of the attitude it reveals. In the four metro-
politan cities in the fifties, the Government revised the rentals
and charges for telephone calls. The revised rentals and call
charges, which were in force for about a decade, were: in
Calcutta, rental—Rs. 14 per month and call charge—eight to a
rupee ; in Bombay, rental—Rs. 12, call charge—ten to a rupee ;
and in Delhi and Madras, rental—Rs. 10, call charge—twelve
to a rupee. West Bengal has been the best area to fleece—
before and after independence.

4 The telephone rates
in 1960. The rental in Calcutta and Bombay now became Rs. 54 per quar-
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KRISHNAMACHARTI'S INDUSTRIAL REVOLUTION

During the Budget discussion in the Lok Sabha in 1957,
S. A, Dange, leader of the then undivided Communist Party,
accused T, T. Krishnamachari, then Minister of Finance, of
"not taking your work seriously.” The accusation was totally
undeserved. He took his work with dead seriousness and fully
enjoyed the confidence of Jawaharlal Nehru, Since 1952 he
held, in succession, charge of the economic Ministries of key
importance—Commerce and Industry, Iron and Steel, and
Finance. Most of the time he was simultaneously in charge of
more than one of these. He had to leave the Government in
1958 when the scandal of the Life Insurance Corporation's
Mundhra deal came to light. Nehru had unbounded faith in
1im. After the 1962 election, he brought Krishnamachari back
nto the Cabinet as Minister without Portfolio,

An astute son of Tamil Nadu and former peddler of Sun-
ight soap,! Krishnamachari had deep personal knowledge of
[ndia’s industry and commerce. He knew what locational
idvantage meant for development of an industry in a particular
irea, Speaking of the cement industry in the Lok Sabha in
April, 1956, he pointed out that “one of the factors deciding
he location of a [cement] plant is the availability of lime-
tone” Calcutta developed as an industrial city not merely
decause the British were there or because it had a great port but
nainly because of easy accessibility of basic industrial raw
naterials, such as iron, coal and a variety of other minerals,

' As Minister of Commeree and Industry and Iron and
el (he had simultaneous charge of both portfelies),
rishnamachari took a decision in 1956 to revolutionise the
‘ographical pattern of industrial development of the country.
[ equalised the prices of iron and steel and coal* all over the

! “T.T.K. decided to go into business. . . He had to begin the
imble way, as a salesman, peddling things in a suitcase, from house to
. . . Soon T.T.K. became Sunlight's sole distributor in South India.
€ subsequently told me with Xridc t he owed a great &n] to his time
ling soap.” (Taya Zinkin, Reporting. India, 1962, p. 135.)

*1t should be pointed out that coal prices were not equalised in the
nse that iron and steel prices were. at was done was worse. When
wrote the article I based myself on wrong information which was (and

1 however,  widely alent. Even B. B. Ghosh, when be was
incipal Adviser tq the Governor under Preiident's rule, s i that
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country and at one stroke negatived the advantaic.Wcst Benga!
and ort{er Eastern States had for industrial development, Anc
this was done at the cost of these States. :

Neither the Government of India nor the steel producer
and coal mine owners suffered for this. The Eastern State
were made to pay for this, The prices of these materials werc
raised for them steeply and those for the distant places, such a
Madras, Bombay and Delhj, brought down correspondingly
This was done through the mechanism of freight rates and i
other ways, consumers at shorter distances from the producin
centres being required to pay very much more and those a
longer distances very much less than they used to befor
Krishnamachari’s policy was enforced. Naturally, the polic
earned Krishnamachari high praise from industrialists all ove
India—except the Eastern States.

No other step has made the industrial prospects of Wes.
Bengal more bleak than the equalisation of iron and steel
prices, Hitherto industries were sought to be diverted from
West Bengal through informal pressure on industrialists and
through manipulation of industrial licensing. Now the eco
nomic basis was created for the development of some favoured
States. It took some tjme for the results of this policy to
become apparent, -

In 1956, Krishnamachari equalised the price of cement
also. Limestone and dolomite, the two materials on which the
cement industry is based, are cheaper in South India than in
the North, With coal and steel prices equalised, the cement
industry became more profitable in the South, Capital and
enterprise began moving away from the North, I have beer
told by one of the biggest North Indian cement producers that
leaving Madhya Pradesh aside, the South has accounted fo
about 85 per cent and the North about 15 per cent of the in
creased production of cement since 1960.

The policy has had the side effect of totally blocking deve
lopment of the cement industry in West Bengal, Previously
the State used to get cement from Bihar. The distance no
being vety long, transport charges were not very high. Toda
the State has to pay very high transport charges mainly becaus
of the pool freight rate. When Purulia came to West Beng?

coal prices had been equalised.  Addresing the annual general meetin
of the Bengal Chamber of Commerce and Industry on February I
1971, he said : “Bengal used to have some natural advantages, namel
availability of steel and coal at lower prices owing to proximity of tf
sources of supply. This was the base on which the industrial complt
was built here, A few years nngo, this advantage was taken away !
1 on of prices of coal and steel throuvhout the country.” (¥
8| Times, Bombay, February 13, 1971)
The correct position has been stated in the article captioned “‘Pr
blem Hate Number One” (Artlcle XVII). See p. 96 below.
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n 1956, B. C. Roy persuaded a group of industrialists® to in-
estigate the feasibility of a cement plant in the district. The
toup made a survey and prepared a project report. The
juality of Purulia limestone is somewhat inferior. To bring it
ip to standard, an additional expenditure of Rs. 5 per ton of
inished cement would have to be incurred. The Government
f India was approached to give a concession of Rs, 5 per ton
m the freight charge so that the plant might be operated at
ormal profit. The West Bengal Government backed the
woposal  strongly, Negotiations were on for a long time.
[hree or four years ago the proposal was turned down by the
>overnment of India,” West Bengal does not yet have a single
ement factory,

The country is, of course, one when the resources of the
lastern States are concerned. The foreign exchange they earn
s the whole country’s, There can be no incentive price for
ute and tea because that will affect our foreign exchange earn-
ngs. The basic industrial raw materials they produce are,
gain, for the whole country, and, indeed, they must pay a
ligher price so that the other regions may get them cheaper,

But, it appears, the country is not one for raw materials
vhich the other regions produce, ébtton and oilseeds* for
nstance, West Bengal has a sizable cotton textiles industry
ind a host of industries based on oilseeds. Those who control
he destinies of India have never thought of equalising the prices
f these materials or, for that matter, the price of any material
he other regions produce and sell, The cotton textiles indus-
ty in West Bengal may be dying ; the oilseed-based industries
here may be doomed. That is West Bengal's and nobody
Ise's concern.
| During these twentyfour years of independence, the

wernment of India has not taken a single step that may even
notely be interpreted as one designed to be of advantage to
est Bengal or other States of the Eastern Region. The
gion's principal advantages have bgen taken away without
‘Ing it anything in return, The policies of the Government
‘In;ilia have made the industrial decline of West Bengal in-
‘table.

In March , 1970, I asked T. Swaminathan, then Secretary
the Ministry of Industrial Development, why West Bengal
s declining industrially, “Because of the political unrest
d disturbed conditions there,” was his stock reply. “But
iy are not Bihar and Orissa, so rich in natural resources,
veloping?” I asked. His reply was: “Local enterprise is

—————t—

3 Sahu-Jain.

4 Some ‘details of how the freight structure for industrial raw materials
} been devised to the disadvantage of the Eastern region' hive been
‘ntioned in the article captioned ““Problem State Number One'.



48 THE AGONY OF WEST BENGAL

lacking there.” 1 persisted: “What, then, has happened to the
Industrial Policy Resolution which lays down that disparities
in levels of development between different regions should be
progressively reduced?” There was no reply, Three years
earlier an official of the Industrial Development Ministry had
told Parliament’s Estimate Committee that “we have no com:
pulsive means of attracting people to particular areas.”* The
result is that those States, which have the greatest pull with
the Government of India, have gained most.

Since long before 1956, the Government of India, through
its control over distribution, had been starving West Bengal'
industries not only of steel but also of all kinds of non-ferrou
metals, and it had become difficult for prospective enterprises
in the State to get industrial licences and foreign exchange
allocation. Immediately after independence, everybody ir
Delhi started talking about West Bengal being an industrialisec
State and about the need to foster industries in other States
For instance, in the name of refugee rehabilitation, Punjal
used to be liberally supplied with everything necessary, as i
West Bengal did not have an infinitely more difficult refuge:
problem to tackle.

No amount of pleafing by B. C. Roy was of help, Hi
argument in 1956 that West Bengal would have to “depend foi
its very existence on industrial development™ did no
melt any heart in New Delhi. Industries, small and mediun
ones in particular, were forced to work for a fraction of thei.
capacity, This, too, many of them did by buying at black-
- market prices permits for quotas issued in favour of industries
in some other States, But no industry can run on this basis for
any length of time,

The Bengal National Chamber of Commerce and Industry
organised a seminar in 1965 on West Bengal’s economic prob-
lem, A paper prepared by the Chamber for the seminar
pointed out that “the quota [of raw materials for small-scale in-
dustries] given to this State in either imported or scarce mate-
rials is neither adequate nor fixed on any rational basis.”
Take, for instance, copper. During 1956-61, Gujarat got 70 per
cent of her requirements and Maharashtra 28 per cent, but for
West Bengal it was not possible for the Government of India
to give more than 10 per cent. West Bengal was discriminated
against also in respect of steel supplies, and most blatantly in

8 Estimates Committee (1967-68), Ninth Report, p. 36.
¢ West Bengal Government, Memorandum to the [Second] Finance
Commission, p. 28. :
Ecomome p;mfx:ﬁm; vavl?;"mg:tf—rrmm“a ‘ot;d e Somier e
ic ms of We. the Sem Held in
March 1968, p. 113. The quoted mm':“wu by Sukumar Roy, 2
former President of the BNCCI. : ’
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respect of zinc, lead, tin, nickel and aluminium.* This policy
hurt Bengali enterprises most, for the Bengalis specialised in
small and medium engineering industries,

As for Swaminathan’s point about “lack of local enter-
prise,” it is known that, thanks to Prafulla Chandra Ray, the
Bengalis pioneered the chemicals and pharmaceuticals and
drugs industry in the country. By 1947, the bilingual Bombay
State too had developed a chemical industry, and she and West
Bengal were running almost neck and neck in this field. In
pharmaceuticals and drugs, West Bengal was way ahead of that
State, This industry in the State had stood stiff competition
from Britain and had the zeal of a pioneer, Its resources were
limited, but it carried on research to the extent its resources
permitted. During the First Plan, a Calcutta pharmaceutical
firm was engaged in research to evolve a process to manufac-
ture penicillin from a locally available material. By the time
the Second Plan was formulated, the firm had made so much
progress that a mention of it was made in the Planning Com-
mission’s publication Programmes of Industrial Development,
1956-61.

But the craze for foreign collaboration and import of know-
how had by then, under Krishnamachari's careful guidance,
seized West and South India’s industrialists, West Indian
industrialists, in particular, were allowed to enter into collabora-
tion arrangements® one after another, and the post-independ-
ence drugs industry soon became totally dependent on foreign
collaboration and import of - know-how and semi-processed
materials. To the best of my knowledge, the Calcutta firm’s re-
search was held up for want of funds, and ultimately the firm

$ Ibid., pp. 125 and 152. X

On the question of supply of steel for industries in West Bengal, the
West Bengal Governor's Principal Adviser told the Bengal Chamber of
Commerce and Industry’s annual meeting on February 12, 1971 : *“When
any complaint was made about steel shortage it was pointed out that the
users could import steel, but the difficulty was that the ;l:rice of imported
steel was higher. . . The engincering industry, particularly wagon-builders
and structural fabricators, had been hard hit by steel shortage. With the
available steel they could use only a small fraction of their capacity with
the result that their costs were high and they had become uncompetitive
with similar industries which had grown up in other States w the
shelter of price equalisation of steel.” (Reported in The Economic Times.
Bombay, February 18, 1971.) . .

S. 'N, Srivastava (of the BNCCI), speaking at the BNCCI's Seminar,
Charged the Government with practising *‘discrimination on State-wise
basis””, (BNCCI, Proceedings of the Seminar. p. 118.

% Replying to Unstarred Question No. in the Lok Sabha on
April 14, 1975, on “foreign capital invested in pharmaceutical companies
in the country”, H. R. Gokhale, Minister of Petroleum and Chemicals,
named 47 companies in which there was foreign capital participation.
Four of these companies had manufacturing units than one
State. Altogether number of units was 51. Of these, Maharashtra
alone had 81, Gujarat 7, and West Bengal 8.

4
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itself became a subsidiary of a2 Western Indian drug manufactur-
ing company which was (and is) in collaboration with a foreign
drug manufacturer,

Basic research in drugs in India was for all practical
purposes killed a long time ago, no matter what claims some
of the manufacturers are making about their work in this
field!* The geograpnical distribution of the drugs and
pharmaceuticals industry has so radically changed during
these twenty-four years of independence that the modern drugs
industry is now almost wholly concentrated in the Western
region. India, the poorest country in the world, pays the
highest price for the modern drugs she uses. The industry
yields the highest rate of profit in India.:

10 On the claim made by the Chairman of the Glaxo Laboratories
(India) of “‘increasing involvement of the pharmaceutical industry in
local research and development’, Economic and Political Weekly, Bombay
(November 6, 1971, p. 2262), points out that the company invested Rs. 36
lakhs in a research set-up after almost half a century of operation in this
country but paid ‘‘Rs. 57 lakhs as technical service fee to Glaxo (UK) in
a single year” and then criticises “‘the foreign-dominated drug companies’
attempts to misiead everyone on such subjects as their profitability or
their attachment to research and development in this country.”

11 An American Congressional Committec reported in 1961 : “India,
which does grant patents on drugs, provides an interesting case example.
The prices in India for broad spectrum anti-biotics, aureomycin and
achromycin, are among the highest in the world. As a matter of fact, in
drugs generally, India ranks among the highest priced" nations of the
world—a case of inverse relationship between per capita income and the
level of drug prices.”” (Quoted in a mimeographed brief for the Minister
of Health, “govemmcm of India, prepared hy the Secretariat of the Minis.
try in 1965.) Foreign drug monopoﬁlu, in’ collusion with the politically
more resourceful of their Indian collaborators, frustrated for 22 years the
Government's. decision to amend the patent law. The law, amended in
1970, remains to be enforced.

Two exarmples of how profitable the dominated drug companies
are may be cited. Ciba began operations in India in 1947 with a paid-u
capital of Rs. 200, which increased to Rs. 398.7 lakhs in 1969-70 in whi
year its profits before tax amounted to Rs. 412.77 lakhs and, after deduc-
tion of tax, to Rs. 186.42 lakhs. Parke Davis started operations in 1938
with 8 -up capital of Rs. 870,000 which increased to Rs. 105 lakhs
in 1969-70 in which year its profits before tax was Rs. 301.51 lakhs and
after tax Rs. 105.82. (Statement s the Minister of Company Affairs in
the Lok Sabha in reply to U Questian, No. 6388 on July 30, 1871.)
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LICENSING, COLLABORATION, AND
FINANCIAL INSTITUTIONS

Speaking at the New Delhi Press Club in June, 1970,
B. M. Birla held the Government of India mainly responsible
for the lack of growth of industries in West Bengal, The
Government, he said, would not give licences for West Bengal
on the plea that the State was already industrially developed.
His statement has gone unchallenged, The Centre has never
applied the same yardstick to Maharashtra in the matter of
industrial licences. At the time of independence the two States
were running a close race in industrial production, The parti-
tion had created problems for West Bengal, which called for
a faster growth of industries in the State. Maharashtra had no,
comparable problem to tackle.

In 1969 the Industrial Licensing Policy Committee made
a report which shows that during the period 1956-67 Maha-
rashtra was given a total of 2,741 Ficences and West Bengal no
more than 1,649 Maharashtra also had a larger share of in-
vestments. During the years 1959 and 1960, for which I have
been able to collect figures, industrial investments in Maha-
rashtra amounted to Rs, 236 crores compared to Rs. 184 crores
in West Bengal. In 1951, West Bengal had a larger number
of registered factories than Maharashtra and Gujarat combined
(bilingual Bombay State).> By 1965, the position underwent
a sea-change. That year Maharashtra alone had 2,834 factories
and Gujarat 1,196 against 2,036 in West Bengal.®

Under C. D. Deshmukh’s and T. T. Krishnamachari's
stewardship of the economic Ministries, the Government of
India squandered the sterling balances (which had accumulat-
ed during the war and at the time of independence amounted
to Rs. 1,560 crores) and the current earnings of foreign ex-
change. Until a severe foreign exchange crisis overtook us
half-way through the Second Plan, liberal licences were granted
for foreign collaboration in a host of luxury fields, cosmetics

! Government of India, Ministry of Industrial Development, Report
©f the Industrial Licensing Policy Inquiry Committee (Main RepBrt), p. 110.

* Government of India, Statistical ‘Abstract India—1952-58, p. 599.

3 Statistival Abstract Indie—1968, p. 124.
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among them, for which a poor country like India was not in
dire need and which, in any case, put at a serious disadvan-
tage existing genuinely Indian producers of similar articles.
Patent brand names were allowed to be imported indiscrimin-
ately into the consumer industries field, which involved an
outgo of foreign exchange. In the sphere of drugs, collabora-
tion became the craze. The States that benefited industrially
most from this were Maharashtra and Gujarat.

Later, there was a change in the Government’s attitude.
The emphasis now began to be placed on more necessary lines
of production, It is not known, nor has an attempt been made
to {:now, how much of the country’s foreign exchange resources
have been invested in each of the States. If British invest-
ments are still mainly concentrated in West Bengal and the
other States of the Eastern Region, it is a hang-over of the
pre-independence era. Since then the two countries which have
come in a fairly big way for industrial collaboration are the
US.A. and West Germany. Both these countries have so far
shown very little interest in industrial investments in the
private sector in West Bengal, This is not unrelated to the
Government of India’s policy.

The Germans have built the Rourkela Steel Plant, which
is in the public sector, They are aware of the advantages of
the Eastern Region. Their main interests are mrachine-build-
ing, electronics and chemicals. In January,1970, a veryhigh.
powered West German industrial delegation came to India,
The delegation visited several States. When it found that
West Bengal had been excluded from its itinerary, it expressed
a desire to its Indian hosts to visit that State. This was not
arranged. Some of the members then went to West Bengal
on their own. Whether as a result of this or not is not known,
but, after the visit of the delegation, the West Germans did
start showing interest in West Bengal. Between July and
September 1970 the Germans entered into three collabora-
tion agreements for manufacture of various kinds of machinery.
All these three agreements are for setting up industries in West
Bengal. Hitherto, private West German investments have,
except for TELCO in Jamshedpur, been concentrated in Maha-
rashtra, Gujarat, Mysore and Delhi, Maharashtra getting by
far the largest share.

West German investments in India totalled Rs. 62 crores
in 1967. At that time, American investments stood at Rs. 310
crores, No break-down of these investments, State-wise or in-
dustry-wise, is available. But, if the loans advanced by the
American Government for private investment in India from
the fund named after Harold D. Cooley are any indication,
we get a revealing picture. Of the 67 loans given to private
industrial enterprises between 1951 and 1970, 29 with a total
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of Rs. 11.52 crores were for Maharashtra compared with a total
of Rs. 4.73 crores for West Bengal.

What miracle the industrial licensing policy can perform
is borne out by the case of Philips India Limited. The com-
pany’s first radio manufacturing plant was in Calcutta. It
opened a factory with a licensed capacity of 12,000 sets a year
in Poona (Maharashtra) during the Second Plan. The Poona
factory’s licensed capacity has s,Been increased, step by step, to
700,000 sets a year without any conditions being attached by
the Government of India. When the company applied for
a licensed capacity of 300,000 sets for its Calcutta plant, a
condition was insisted upon by the Government that of the
sets produced in excess of the existing licensed capacity (60,000
sets), at least 75 per cent must be exported. Since the com-
pany does not think achievement of such a high export target
possible and is not able to accept it, the licence applied for
1s being held up.®

So far as West Bengal is concerned, the public sector finan-
cial institutions have moved in a parallel line with the Govern-
ment of India’s licensing policy, Except for the Industrial
Finance Corporation, all these institutions have their head-
quarters in Bombay—the Reserve Bank, the State Bank, the

4 USIS, Fact Sheet : United States Economic Assistance to India, June
1951-July 1970, pp. 32-5. One of the loans, for Rs. 2.16 crores, shown
for Union Carbide, Calcutta, was used for 2 plant in Bombay and,
therefore, has not been included in the figure for West Bengal.

& Philips set up a factory in Calcutta to manufacture telecommunica-
tion equipment for the Defence Ministry after the Sino-Indian war. The
Government of Indi3 has asked the company to close down the factory.
In a letter to the Government of West gal on August 26, 1970
(President’s rule was then in force in the State), the company said: “‘If
the Government cannot see its way to regularise our present level of pro-
duction in the Calcutta factory, we will have to close down our radio
factory altogether.” This, the company added, along with the ‘‘/gloom
outlook for our telecommunication factory” would ‘‘virtually mean an cmi
to our manufacturing operations in Calcutta, forced upon us by the pre-
sent attitude of officials in Delhi.”

A "rePort on unauthorised shifting of licensed capacity from Calcutta
by Philips”, prepared on February 12, 1972, by the Director of Indus-
tries, West Bengal, gives details of how the company, encouraged by the
Government of India, has shifted its production of a series of articles and
components from Calcutta to Maharashtra and how the Government of
India has declined to give the company licences for factories in Calcutta
for articles which have been readily given when applied for for factories
In Maharashtra.(See Appendix 1l for the full report.)

There are supporters of this policy of discrimination against West
Bengal in West Bengal herself. Writing on the refusal by the Govern-
ment to give Philips a licence for increased radio production in Calcutta,
the pro-CPI i weekly Saptaha said in its issue of March 10, 1972 :
wWe think that by refusing to allow Philips to expand {® activities in

est Bengal the Central Government has done the thing."” (Election
Supplement, pC) ¢ ¢
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Life Insurance Corporation, the Industrial Development Bank,
the Industrial Credit and Investment Corporation, and the
Unit Trust. B. C. Roy moved heaven and earth to have the
head office of at least one of these, particularly the LIC, in
Calcutta, He failed.

Life insurance companies were nationalised and the Cor-
poration was constituted in 1956. It may be taken for granted
that in 1957 the State-wise pattern of the Corporation’s invest-
ments remained more or less the same as that of the com-
panies before nationalisation. In 1957, the Corporation’s in-
vestments in West Bengal amounted to Rs, 37.74 crores and
those in Maharashtra and Gujarat combined to Rs, 45.03 crores.
Within ten years, in 1967 to be Precise, Maharashtra accounted
for Rs. 128.51 crores and Gujarat for Rs. 45.82 crores or
together Rs, 174.83 crores, which was more than double the
Corporation's investments in West Bengal (Rs. 82.58 crores).
Investments jn various forms made by the Industrial Develop-
ment Bank between 1964 and 1970 amounted to Rs. 118.80
crores in Maharashtra, Rs. 43 crores in Gujarat, Rs. 41.78 crores
in Tamil Nadu and no more than Rs, 4121 crores in West
Bengal* The picture is not different in respect of the other
financial institutions, Compared to ber industrial capacity.
West Bengal has been starved of finance by these institutions.

Productivity of workers in West Bengal is in general lower
than in Maharashtra, but so is the wage level, In the “general
and electrical engineering industries,” however, the produc-
tivity at least until a decade ago was higher in West Bengal.
In 1961, according to the Indian Chamber of Commerce, the
value added by manufacture per worker in these industries
was Rs. 8,700 a year in West Bengal against Rs. 3,300 in Maha-
rashtra’ The annual earning of a worker drawing less than
Rs, 200 a month was Rs, 942 in West Bengal Rs. 1,270 in
Bombay (Maharashtra-Gujarat) and Rs. 664 in Madras in 1951.
The earnings in 1964 were: West Bengal—Rs. 1,419; Maha-
rashtra—Rs, 1,762; Gujarat—Rs, 1,756; and Madras—Rs.
1,379 The cost of living is higher in Calcutta than in Madras
and Bombay, and if the estimate of the “need-based” minimum

-wages made by the National Labour Commission in 1969 is.
taken into account the workers in Calcutta are the most
undernourished.’

¢ All figures in this paragraph are those compiled by Government of
India, Mini of Finance.

7 Indian Chamber of Commerce, Calcutta, West Bengal A Panorama,
1964, Table oh p. 81. Value added by manufacture per employee has
been worked out by the author from other figures given in the table.

3 See Report of the National Commission on Labour, 1969, Tables on
Pp. 202 and 208.

¢ See ibid., Table on p. 246.
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Moreover, in assessing the productivity of workers, how-
modern or old the industrial machinery with which they work
is a question of basic importance. In modernising their plants,
industrialists in Calcutta are generally behind their counter-
parts in Bombay and Madras. I have been told by a senior
official of the Government of India that the owners of many
big industries in Calcutta would rather utilise their profits and
even, occasionally, part of their depreciation fund to start in-
dustries elsewhere than keep the machinery in their existing
factories up-to-date and properly cared fori® Until 1952,
bilingual Bombay had much more labour trouble than West
Bengal, as the mandays lost would show. Later, West Bengal
started lagging in industrial development and labour trouble
started becoming more widespread. Since 1958, West Bengal
has been losing mandays on an increasing scale. Maharashtra
also has been losing more and more mandays but in this re-
spect, has failed to keep pace with West Bengal,

Much talk has in recent years heen going on about flight
of capital from West Bengal. A flight of capital has been
taking place from the State for a long time., A member of the
Bengal National Chamber of Commerce told the 1965 seminar
organised by the Chamber that “there has been a continuous
fall in the number of industrial licences issued for enterprises
in West Bengal since 1960. While the situation thus looks
disconcerting there is the further ominous indication that there
has been going on all the time considerable exodus of capital
from West Bengal.”! B. M. Birla, at his Press Club meeting,
admitted as much when he said that, although factories had
not been dismantled and taken away, there was a tendency

10V, V, Giri in his Labour Problems in Indian Industry, 1959, quotes
the International Labour Organisation team, which visited India at the
invitation of the Government to study the causes of low labour produc-
tivity, to say that the team ‘‘demonstrated that substantial increases in
productivity of the order of 15 to 50 per cent, and occasionally even
more, were possible with the same labour and machines, but with atten-
tion to machinery and methods.” The causes of low productivity, accord-
ing to the team, were:' *l. A penny-wise, pound foolish policy; 2. A
lack of scientific knowledge of the industry ; 3. A lack of consideration for _
the workers and other employces; 4. A lack of pride in products or, in
other words, indifference to the quality of products; 5. A ‘grasshoper’
sales policy ; 6. An out-of-date autocratic policy in dealing with staff and
workers.” (pp. 168-9).

1:3; J. N. Sen Gupta (of the BNCCI) in Proceedings of the Seminar,
p. 167,

Oblivious of the deep industrial crisis that had already overtaken
West Bengal and about which industrialist after industrialist had ex-
ressed- concern, A. Chowdhury, Assistant Director of Industries, West
engal Government, ively told the Seminar that ‘“‘entrepreneurs
will always flock to Calcutta”. "(P. 186) He went further:, “If statistics
give a contrary picture then I should think that statistics should be re-
compiled according to the present information available with us.” (P. 155.)



56 THE AGONY OF WEST BENGAL

among industrialists to invest profits in new industries in other
States.

The industrial situation in West Bengal is altogether
dismal and has been made more so by the political turmoil
of the last four years. The crisis in agriculture is no less
deep. The burden of unemployment, which has been steadily
increasing during the past decade and a half, in both rural
and urban areas is much more back-breaking in West Bengal
than anywhere else. To cap it all, the State Government's
finances are in worse shape than ever before,

If a start has to be made to mend things, it will have to
be made by the public sector. And, most of all, the State
Government’s finances will have to be improved. Bhabatosh
Datta, the wellknown economist, in an article in a recent
special number of Capital, has pleaded for a “re-examination
of Centre-State financial relations.” As far back as 1965, he
submitted a minute to the fourth Finance Commission, of
which he was a member, saying: “It is now time to re-examine
the provisions of the Constitution with a view to ensuring a
more flexible devolution [of finances to the States from the
Centre] scheme than is possible now.” What is clearly no
less necessary is to ensure that the wealth that a State produces
is utilised for her own benefit by the State concerned.



IX
“BRITISH SAHIB'S PRINCIPAL HEIR"

In this series of articles the problem of rehabilitation of
East Pakistan refugees is not being discussed in detail because
that has been done on several occasions in the past in
Hindusthan Standard. A few salient points may however, be
reiterated. If economically, culturally, socially and politically
West Bengal is collapsing, the unresolved refugee problem is
one of the most potent causes of this, When what the Govern-
ment of India has done for the West Pakistan refugees is taken
into account, the discrimination against the Fast Pakistan
refugees exceeds anything any Government anywhere has done
against a group of its own people.

The West Pakistan refugees have been given free the
properties—and these were vast—left in India by the Muslims
who migrated to Pakistan. Moreover, the Government of
India has built properties for them at a huge expenditure to
itself. All these properties have been given to the West
Pakistan refugees as compensation for properties abandoned
by them in Pakistan, Numerous industrial townships have
been built for them, again at the Government of India’s cx-
pense, and they have been liberally given indigenous raw
materials and foreign exchange for imported machinery and
raw materials, They have, besides, been paid the money they
had in banks, life insurance policies, provident fund and
company shares in Pakistan, and also pension and money in
lieu of the leave employees of the Government and local bodies
were entitled to but could not take before partition,

Immediately after independence, the armed forces had to
be strengthened, The recruitment was confined almost wholly
to Punjab-Haryana and western Uttar Pradesh, The expendi-
ture on defence has, during the years of independence, multi-
plied several times, and has now reached Rs. 1,100 crores a year.
In the 1950s, Jawans in the armed forces sent to Punjab-
Haryana more than Rs. 50 crores representing savings of their
pay and allowances every year. Today, I am told on good
authority, the annual savings of the Jawans from Punjab-
Haryana exceed Rs. 200 crores a year. This money does not
lie idle, but is invested in agriculture and industry in Punjab
and Haryana! The Central Government has employed in its

1 The foll &mthedhryd(:my.cwmpflengnl, 19044-46,
Will throw some light on this question: “July 15th 194¢. One of the



58 THE AGONY OF WEST BENGAL

various offices more people from this region than from any
other State.

The East Pakistan refugees had to come to India leaving
all their properties behind. They have not been given any
compensation for these properties. For the first six or seven
years the Government of India did not know what to do with
them and, in the absence of a policy, those of them who sought
Government help were kept in relief camps. A majority of the
Bengali refugees were forced to fend for themselves. A vast
number belonging to the richer classes had not only lost their
incomes in East Pakistan but were now obliged to be a burden
on their relations working in West Bengal. As it was, the
sources of accumulation of Bengali capital were limited. Now
these slender sources shrank drastically,

Hundreds of thousands of the East Pakistan refugees,
deprived of Government help and having no one to depend
upon in West Bengal, squatted on other people’s land, built
shacks unfit for civilised living, and created unmanageable civic
problems in Calcutta and almost every district and sub-
divisional town, A relatively small number of the refugees
sought shelter in Government camps and in Government-
sponsored colonies. Whatever rehabilitation assistance has
been given to the East Pakistan refugees has been given in the
form of loans bearing interest.

As during the British days, the recruitment of the
Bengalis for the army is utterly insignificant. For all practical
purposes the Bengalis are stilz' branded a “non-marital” race.
West Bengal, which accounts for a very substantial portion of
the Central taxes, has to contribute more than her might to the
expenditure on defence. While in the name of rehabilitation
of West Pakistan refugees raw materials and foreign exchange
have been given liberally to Punjab-Haryana, even existing
industries in West Bengal—in Howrah, for instance—have been
starved systematically,

The Union Rehabilitation Ministry's clever propaganda
has always slurred over the basic difference in the treatment
of the two categories of refugees and succeded in creating an
impression that the West Pakistan refugees have rehabilitated
themselves satisfactorily through their own efforts while those
from East Pakistan, allegedly “lacking in initiative and self-
help,” have become a burden on the Government of India and

many differences between Bengal and a province such as the Punjab came
to light today, when I was told that the equivalent of £20,000,000 comes
into the Punjab each year by way of pay and pension for serving and
retired members of the fighting services, which must have an appreciable
effect on the prosperity of the Punjab. Practically nothing comes into
Bengal from this source, as practically no Bengalis serve in the fighting
services.”  (Personal Experience, 1962, p. 227.)
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he country. It should be noted that except for a brief period
n 1947, when K. C. Neogy was Union Minister of Relief, no
1e from West Bengal has been Union Minister of Relief and
chabilitation or Secretary to the Ministry.

West Bengal is reputed to be a highly politically conscious
ate. What were her political parties doing ? What was the
overnment of the State doing? No one can say that B. C,
oy was not a man of great personality or that he did not have
mtrol over the State Government or that as long as he lived,
e State Government was not stable. As, apart from everything
se, the memoranda his Government submitted to C. D.
sshmukh in 1950 and to the first three Finance Commissions
>uld show, Roy argued West Bengal’s case about her mani-
Id problems and needs in every detail. The Government of
dia could not have been unaware of these. But his memo-
nda and those submitted to the subsequent Finance Com-
issions, by P, C. Sen in 1965 and the United Front
overnment in 1969, made little or no impression in New Delhi.

How could it happen that West Bengal’s case has been so
atantly neglected all these years, and indeed, as the refugee
oblem would show, the State has been discriminated against
shamelessly ? The fact may be painful to a Bengali, but it
nevertheless, true that in the power structure of independent
dia, he has no place except as a _hewer of wood and drawer
water, Nirmal Chandra Bhattacharya, the eminent Calcutta
ofessor of Political Science, said in 1956 that “interest
oups” might be formed in New Delhi “to dominate the
untry.” In fact, “interest groups” had come into being even
fore independence. West Bengal has been and is outside
e pale of the interest groups that dominate the Government
India and the country’s economy and politics,

Until M. K. Gandhi came on the political scene during
: First World War, Bengal provided leadership to the
intry’s nationalist movement. British official records are
ar that Bengal was partitioned in 1905 to weaken the anti-
ltish struggle in the province and thereby weaken that
wement in India. After Gandhi’s emergence there were
Mlicts between him and Cbittaranjan Das and later between
n and Subhas Chandra Bose. Chittaranjan died in 1925.
bhas Chandra Bose was driven out of the Congress in 1939,
1 as a British historian has said, “Bose never recovered his
sition in the Congress, and with him Bengal.”?

In his The Discovery of India, Jawaharlal Nehru
dlained why leadership of the nation passed out of the hands
the Bengalis. The Bengalis, who, he said, had made their
tk in the liberal professions, “did not fit into the growing

——

?Percival Spear, Indis: A Modern History, p. %92.
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industry” of the country. “The result has been that whe
industry begm to play an important part in the country’s li
and to influence politics, Bengal lost its pre-eminence i
politics,” Nehru further said that the Gujaratis, the Parsis, tt
Kathiawaris, the Gutchhis, the Sindhis and “to some exten
the Punjabis, besides the Marwaris and the Chettys, had trac
tions of business, To the rising and dominant groups
industrialists and financiers, Nehru said, “Bombay became t!
centre and headquarters of Indian-owned industry, commer
banking, insurance, etc. The Parsis, the Gujaratis, and ti
Marwaris, were the leaders in these activities,” Calcutta, on t
other hand, “had been and continues to be the chief centre
British capital and industry.”* Arnold Toynbee, the famo
historian, has put the matter more precisely. After a visit
India in 1957, he wrote that “Bengal, with her wings brok
by partition, may resign herself to being eclipsed”, and tt
“the Gujerati industrialist is, in fact, the British Sahib’s prin
al heir.” He explained: “The liquidation of the British :
in India, like the previous liquidation of the Mughal raj, 1
been followed by a scramble for power. ... The twentie
century winner is the Gujerati with his business sense.”*

It is not surprising, therefore, that, although, followi
the. Moghul and British imperial tradition, Delhi continues
be the headquarters of the Government of independent Inc
everything has been and is being done to make Bombay, wh
is the headquarters of Gujarati and Parsi financial and ind
trial capital, the industria] and financial capital of the coun!
This explains why Bombay has been chosen as the headquart
of all but one of the many financial institutions in the pul
sector* and why Maharashtra and Gujarat, followed by Ta

3 See The Discovery of India, Indian edition, 1961, pp- $52-8.

4 Toynbee says: “The liquidation of the British raj in India,
the previous liquidation of the Mughal raj, has been followed b
scramble for fwm but the winning quality today is neither the Maratm
valour nor the Bengali's penmanship, which made the fortunes of the
two pedples in the eighteenth™ Gentury. The twentieth-century winner
the Gujerati with his business sense. The Gujerati industrialist is, '
fact, thé British sahib’s principal heir ; and Bengal, with her wings brok
by partition, may mlin herself to being eclipsed. But what about {
Maharashtrian, with his masterful character and his unforgotten pi
politial greatness? Shades of Shivaji, Gokhale and Tiak! Are th

insmen to resign themselves to becoming Gujerat's helots? Today, ¢
Maharashtrian is carrylngoa chip on his shioulder.” (East {6 West: A Jourt
Round the World, p. 100.) '

% Replying to Unstarred No. 121 Niren Ghosh in !
Rajya Sabha on November 16, 1971, why all these financial insti
tions had been headguartered in Bombay, Y. B. Chavan, the Maharashtri
Finance Minister of India, said that this had been done because ‘‘Bomt
is the principal commercial and financial centre in the country”.

Compare : “Calcutta is the largest and most important commen
city in India.”” (Government of India, Project to Save Caicutta, 1966, P.
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Nadu and Punjab-Delhi, have gained most from these institu-
tions, This should also go a long way in explaining the geo-
graphical pattern of the ggvelo ment of the country’s industry
and commerce in the postindependence years. The rate of
West Bengal’s industrial growth has been much slower than
that of Maharashtra, Gujarat, Tamil Nadu and Punjab-Delhi.
The Hindi-speaking States have not developed as fast as their
jeeming political hold over the country would have justified.
While domination of the country’s economy and hence, of the
Government’s economic policies remains with Gujarat and
Maharashtra, the South cannot be antagonised nor can Punjab-
Haryana be made hostile. Punjab and Haryana are very near
he national capital and have a preponderant share of the
irmed forces personnel, The Hindi States have been so far
ind will for some time more be happy if Hindi is popularised
s the national language of India. This is the present power
Eructurc in New Delhi, Assam and Orissa have never had a
y in the affairs of the Government of India. Partition has
aken away even the advantage of a large population Bengal
ad before.

Since the departure of Sarat Chandra Bose from the
nterim Government in 1946 and of Syama Prasad Mookerjee
fom the Central Cabinet in 1950, West Bengal has gone with-
ut a voice to be taken notice of in the Government of India

any basic policy issue. The Centre has always taken full

vantage of and encouraged schisms in the West Bengal
mgress and of antagonism between the WBPCC and the State
wernment, and ensured that West Bengal's voice was weak-
ed at the Centre. Since 1967, it has made the best use of
¢ bitter inter-party fights in West Bengal. At no time has
est Bengal been able to unite to confront the Centre.

Almost every State has a lobby in New Delhi; not West

ngal, The lobby operates at different levels—in the Cabinet,
the Secretariat and the Directorates, and in Parliament. In-
‘mation, especially in respect of industrial projects in the
ivate and public sectors, are passed on to the States by in-
ested officials as soon as proposals are initiated. The MPs
the States concerned are also forewarned. In regular course,
itations are started in the States, and the MPs from those
Utés raise cries unitedly, forgetting their party differences in
> Interest of their respective States, On all issues affecting a
ite ag such, the MPs concerned meet and decide their strate-
s ;zfether, irrespective of party affiliation. They get briefs
t only from their State Governments but, often, also from
histers and officials at the Centre,

hen interests converge, even MPs of more than one State

hands to put pressure on the Government of India, The
harastrians and the Mysoreans are fighting a bitter boundary
for fiifteen vears. But this did not prevent the MPs front these
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two States from combining to put pressure on the Centre ir
1970 to increase the price of sugar they produced. In fact, the
pretaced their representation to Jagjivan Ram, then Food Minis
ter, with the remark that “although we are fighting over th
boundary, we are one in our demand that the price of suga
produced in the Maharashtra-Mysore zone be increased.”

The West Bengal Government is unique in that, whethe
under the Congress or under the United Front, it never though
it necessary in all the twenty years of the Constitution to brie
the State’s MPs as a whole on any of the State’s problems an
needs, The West Bengal MPs of all parties have not me
together even once to see if they can press the State’s cas
unitedly in Parliament. Irrespective of party affiliation, thei
role has been most inglorious in Parliament, With a fe
hanourable exceptions, they have found vile inter-party fight
and shameful mutual attacks more engrossing than rising aboy
petty partisan interests and joining hands to press the State
case.

Before 1967, the fights used to be between the Congre:
on one side and the Leftists on the other. After the fir
United Front Government came into being, every party w:
against every other party. The MPs from other States enjoye
these attacks and counter-attacks with unconcealed glee. Tt
West Bengal MPs probably imagined they were furthering tt
cause of their own parties. What they in effect did was |
smear the name of the State and of the Bengalis as a race. T!
State’s case has always gone by default,

The revolting record of the two United Front Governmen
and their constituent parties and the shameful happenings :
the State during the past few years have completed the pictu
—brought total humiliation to the State and the Benngi's.



X

REFUGEES: THE PRIVILEGED AND THE
DEPRIVED

Indira Gandhi is too hard-worked a person, As Prime
finister, she has to take care of her Government, which is pro-
ably the world’s most onerous job today. As the undisputed
cader of the Congress (R), she has, in addition, to look after
ler party organisation which is by no means in good shape. She
annot be expected to be aware of the detailed functioning of
very Ministry. But, surely when she, in the name of Presi-
ent’s rule, took direct charge of West Bengal’s administration,
t was expected that she would study the State’s problems in
epth and find remedies for them,

Anybody who has the most fleeting acquaintance with West
lengal knows what havoc the failure of the Government to
ack%e the refugee problem has wrought to the State, It is
trange that after so many months of President's rule, one wing
f Gandhi’s Government—a vital wing for West Bengal—should
ontinue to put into practice Hitler's propaganda technique
"Never tell a little lie; tell a lie so big that people cannot
imply believe that you are lying!") and the Prime Minister
ould not pull it up,

The Union Rehabilitation Ministry, in a public statement,
as not merely challenged the fact that the Government has
ne “considerably less” for the East Pakistan refugees than for
e West Pakistan refugees, It has gone further to suggest, by
ndentiously citing certain figures of expenditure, that more
1s been done for the East Pakistan refugees than for the West
ikistan refugees.!

Lies of this kind are not of recent fabrication. These have
most been the stock-in-trade of the Rehabilitation Ministry
nce Mehr Chand Khanna, a refugee from the North-West
‘ontier Province, assumed charge of the Ministry in December
15¢. No one had even thought till then that the East Bengal
fugees, like the West Pakistan refugees, needed rehabilitation,
he problem claimed attention only in 1955. This was about
¢ time when, according to Parliament’s Estimates Com-
lttee, the  Government woke up and realised that the East

———

! See The Statesman, Calcutta, September 2, 1970, Letter to the Editor
om Information Officer, Press Information Bureau, Government of India.
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Pakistan refugees could not for ever be kept on dole? Asa
matter of fact, a fraction of them had qonc to camps and asked
for dole, Others depended on themselves or their relatives.

The question arose as to the basis on which the East
Pakistan refugees were to be rehabilitated and whether they too
should be compensated for properties left by them in East
Bengal. It should be noted that the Hindus were by far the
richer community in East Pakistan, It is admitted by every-
body, official or non-official, who has studied the problem of the
West Pakistan refugees that compensation was the key to its
solution.

In respect of the East Bengal refugees, the Government
took an unshakable stand that they were not entitled to com
pensation, The argument, even now repeated by the Rehabili
tation Ministry, was that, under the Nehru-Liaquat Pact of 1950
they retained their right over their properties in East Bengal
Has Pakistan honoured the pact? New Delhi’s answer is, “No
Pakistan has been deliberately flouting the provisions of the
pact.”* The only utility of the pact, so far as the Governmen!
of India is concerned, is to deny the East Bengal refugees the
privileges that have been extended to the West Pakistar
refugees.

The Rehabilitation Ministry's big lie has suceeded in mis
leading the people about the discriminatory policy of the
Government against the East Bengal refugees. Almost the
entire country, including many Bengalis, have come to believe
that the fault lies with the East Bengal refugees themselves,
Propaganda was (and isy being carried on that if only the East
Benga%arefugecs had agreed to go to other States they would
have found all arrangements ready for their rehabilitation,

3 The Estimates Committee (1959-60), in its Ninety-sixth Report, pagt
8. says: “It was only some time in 1955 and thereafter that the Govern
ment of India really settled down to tackle this problem of displacei
persons from East Pakistan on a rational basis.” (P.8.) In its annua
report for 1958-59, the Rehabilitation Ministry pointed out that “a stag
had been reached when it was possible to have a clearer vision of thi

hysical size of the problem” (see Introduction to Reporf) and that then
ad been a “shift in emphasis from relief to rehabilitaton” (P. 1 of th
report). Almost immediately thereafter Khanna initiated a move to dis
band the Rehabilitation Ministry, which was done in 1961 on the ple
that “the gigantic task of the t settlement of nearly- 9 millio
displaced persons has been m by and large, completed.” (Re
habilitation Ministry’s annual report for 1361.62. Introduction).

Khanna surely wielded 2 magic wand. Within a vear or two of hi
acquiring “‘a clearer vision'’ of the dimension of the problem of rehabili
tation of the Bengali refugees, he ““by and large completed” their “pe
manent sctthement” | (See Appendix 1 for a fuller discussion.)

¥1In & mete prepared for officlal use in November, 1968, the Extern:
Affairs Migistry pamed this verdict on the Nehru.Lisquat Agreement
{'Pakistan has of course all along viclated the Agreement.”
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It is sad that even a man of the standing of Arun Chandra
suha has lately written in a vein which suggests that most
iengali refugees have chosen to stay in West Bengal whereas
rore than half of the Punjabi refugees have sought and got
:habilitation in States other than Punjab-Haryana. Guha is
ice-Chairman of the Refugee Rehabilitation Review Com-
ittee for three years. As such, he may be supposed to have
ccess to all relevant official documents, These documents
row that his contention is just not correct.

The Rehabilitation Ministry’s annual report for 196162
tys that of a total of 47.40 lakh West Pakistan refugees, 27.37
tkhs have been rehabilitated in Punjab-Haryana, 5.01 lakhs in
lelhi, 4.80 lakhs in Uttar Pradesh, 4.25 lakhs in Bombay-
sujarat, 3.73 lakhs in Rajasthan, and 2.09 lakhs in Madhya
radesh, All of them have been rehabilitated on land and in
ouses of evacuee Muslims and shops and houses built by the
iovernment of India at its expense and given as compensation
) them. Evacuee Muslims left considerable land and houses
lso in Andhra, Kerala, Tamil Nadu, Mysore, Bihar, Orissa,
nd Himachal Pradesh, all of which have been distributed
mong the West Pakistan refugees,
| It may be assumed (exact figures are not available) that
me ten lakh people migrated from the West Pakistan
ovinces of Sind, Baluchistan and N.W.F.P, Of a total of
40 lakh West Pakistan refugees, about 37.40 lakhs were on
is basis Punjabis. Of these, 27.37 lakhs flocked to Punjab-
aryana and another five lakhs to Delhi. The East Pakistan
fugees had only West Bengal, Assam and Tripura to go to.
sam has her own problems and it is understandable why the
ngali refugees were not always welcome there, Moreover, in
arp contrast to the Central Government’s efforts to build in-
stries wherever the West Pakistan refugees have gone, virtual-

nothing has been done by it in this respect in Assam which
industrially the most neglected State. Dandakaranya* proves
w difficult it is to develop new terrain for cultivation, Where

———

. It Dandakaranya has failed to provide. for a much larger number
the Bengali refugees, the responsibilty ‘is the Union Rehabilitation
nistry's. Parliament’s Estimates Committee (1964-65), in its Seventy-
ond Report, p. 28, n{s that the Phase I Project Report for Danda-
anya envisaged rehabilitation of 35,000 families. For this programme
Government of India provided Rs. 17.70 crores to be spent by March
1961. The Ministry reduced the target to 12,000 families. Moreover,
Estimates Committee discovered on examining the Ministry’s officials
t. although it had all along been the intention to prepare a Master
n for Dandakaranya, “it has not been possible to prepare a plan so
aﬂue (ltgi dthe Iack of suitable pen:nnel andi inadequate data for the
. ., p. 28.) It was precisely during this that the Minist
incered propaganda that the Bengali refugees Pew:e refusing ty go fz
dakaranya for rehabilitation.
5
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could the Bengalis have gone? Despite a thousand odds, abou
ten lakhs of them have gone to other States. Of a total of 41.]
lakh East Bengal refugees (1960 figure), 31.21 lakhs have sough
shelter in West Bengal which does not compare unfavourabl
with the Punjab-Haryana figure,

What was the amount of Muslim evacuee property whid
the West Pakistan refugees have got? In Punjab alone ther
were sixty lakh acres of farmland and nearly seven lakh villag
houses, Property in land was available in considerable quar
tities in some other States also. In urban areas 305,000 shop
and houses were abandoned by them.* In addition to all thi
the Government built for them 221,110 houses and shop:
and 19 townships’ some of which, thanks to the encourag
ment given by the Government by way of credit facilities an
supply of foreign exchange, raw materials and technical aid o
a priority basis, have developed into flourishing industria] ce:
tres, At the same time, a place like Howrah, known for decad:
for the excellence of its medium and small engineering indu
tries, has been starved of foreign exchange and raw materials.

Numerous Indo-Pakistani conferences have been held ove
transfer of movable assets from one coumtry to another, Tt
West Pakistan refugees have been able to transfer their ban
accounts, safe deposits and contents of bank lockers, pensiol
provident fund leave salaries, security deposits of displace
Government and municipal employees, life insurance polici
and values of company shares, The East Bengal refugees har
had not only nothing for their immovable property, they ha
had to leave behind all their movable assets too,

The expenditure given in the Rehabilitation Ministry:
annual report for 1969-70 shows that, apart from all the com
pensation paid and land and houses built and given to th

~ Pakistan refugees, the Government spent Rs. 200 crores, of whict
only a small amount is in the form of loans, Even though
compensation in any form has been given to the East Bengi
refugees the expenditure for them amounts to Rs, 303 crores
much of it in the form of loans, Annual reports for differen
years would show that the Ministry has not refrained fron
manipulating budget figures to deflate the expenditugg for th
West Pakistan refugees,

Delhi, the national capital, is supposed to be a city o
which every part of India has the same claim. Go round th
city and you will find what a wonderful job the Governmen
has done for refugee rehabilitation. Seventy-three residentis

4 Ministry of Rehabilitation, Report 197071, p. 62,
¢ Ministry of Rehabilitation, Hi the Homeless, 1961, Appendix
. 1U. Bhaskar Rao, The Story of Rehabilitation,  (Government '
" Indix: publication), p. 61. ‘ .
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colonies have been built and numerous large modern market
centres have been set up. The expenditure incurred on refugee
rehabilitation in Delhi alone is Rs. 60 crores, Has any Bengali
refugee got a house or a sho? or anything out of this expendi-
ture? The plain answer is, “No.” For more than a decade a
colony for the Bengali refugees is being talked about, The
colony is now being built by the refugees on the same terms
and conditions as apply to any group of citizens forming a
co-operative. Delhi city typifies better than anything else the
attitude of the Centre towards the problem of the West Pakis-
tan refugees on one side and of those from East Bengal on the
other.*

The Government, if it is serious about the West Bengal
crisis, will have to consider the East Bengal refugee problem
de novo. When the country’s leaders gave assurances of a
varied type to possible migrants before independence, no dis-
tinction was made between one group of refugees and another,
The inoperative Nehru-Liaquat Pact is no substitute for rehabi-
litation, nor are blatant falsehoods a cure for the State’s major
ailment, The cancer has festered for 23 years and has now
manifested itself in what we are witnessing in West Bengal
Until this problem is resolved, West Bengal will continue to

harass the Centre, no matter how active and large the police
force becomes.

POSTSCRIPT

The total number of refugees from West Pakistan is 47.40
lakhs. Taking five persons to a family, the number of families
is 948,000. Parliament’s Estimates Committee (1959-60), in its
Eighty-ninth Report on the rehabilitation of these refugees,
gives a table on page 3 showing that a total of 13.08 lakh families
have received “rehabilitation benefits”, Of these, 5.68 lakhs, des-
cribed as rural refugees, have been given farmland the amount of
which has been mentioned in the article. Of the urban refugees,
435 lakhs have been given compensation in the form of
houses, shops, industries and business establishments of the
Muslims, who have gone to Pakistan, and those built by the
Government of India at a cost of Rs. 91 crores. A total of
2.02 lakhs have been found employment through employment
exchanges. Besides all this, 92,000 have been given vocational
and technical training, and 11,000 were, at the time the Com-
mittee reported, “expected to be employed in industrial estab-
lishments under Government schemes.” "Regarding the Bengali
refugees, the Rehabilitation Ministry's Report 1964-65 says :
“Up to January, 1965, the Employment Exchanges in various
States have registered 10,571 migrants and secured 204 jobs.”

-

§ See Ministry of Rehabilitation, Displaced Persons in Delhi.
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Apart from the evacuec Muslim properties and properties
built by the Government of India, the West Pakistan refugees’
claims for compensation for every kind of assets have been met.
The Estimates Committee (1959-60) lists the following items:

1. Claims of contractors of all types;

2, Security deposits on account of ration shops, food
grains syndicates, liquor shops, etc. ;

3. Securities deposited by treasury contractors ;

4, Claims in respect of court deposits, deposits of minors
and others under the guardianship of courts and deposits lying
with the courts of wards and the manager, encumbered estates
in “non-mass migration” areas and also in “mass migration”
areas where one or more parties interested in such deposits
is/are non-evacuee/s ;

5. Deposits of claimants in court and decree claims in
favour of claimants where the money is payable by or lying
with Government or quasi-Government bodies ;

6. Dues of claimants payable by cooperative institutions
including railway cooperative societies and also societies in
undivided Bengal and Assam, if they were catering for Central
Government employees ; ;

7. Pay, leave salary and provident fund, etc, of univer-
sity employees and dues of examiners payable by universities ;

8. Refund of examination fees due to claimants from
universities ;

9, Scholarships due to students;

10. Revenue deposits payable to claimants;

11. Provident fund dues and pension claims of ex-
employees of the Reserve Bank ;

12. Compensation to shareholders of the Reserve Bank;

13. Compensation for joint stock company property
acquired by Government and quasi-Government bodies in
Pa?(istan; and

14. Refund of the value of defective and damaged India
currency notes.’

Even the Estimates Committee could not get the full list,
The Rehabilitation Ministry’s publication, e Story of Re-
habilitation, gives this additional list of assets for which the
West Pakistan refugees have been compensated :

1. Government servants and employees of local bodies
from West Pakistan who had been allowed to retire prior to
their migration but whose pension had not been sanctioned ;

9. Government servants from Sind and the NWFP who
had been injured during the civil disturbances or the families

* » Egtimates Committee (1959-60). Eighty-ninth Report, Appendix II,
p. 47.
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of such Government servants who had been killed during the
disturbances ;

3. Victims of the Quetta earthquake (1935);

4. Dependents of former employees of the Governments of
Sind, the NWFP, Baluchistan, Bahawalpur and Khairpur, who
were entitled to disability pensions ;

5. Refugees who had post office savings bank accounts,
cash certificates and postal life insurance policies in Pakistan
but whose accounts had not yet been transferred to India;

6. Wards of courts; and

7. Former employees of the Punjab Library, Lahore.°

In every detail all assets or what might be stretched to
mean assets have been taken care of by a considerate Govern-
ment. _

For the Bengali refugees the only compensation the
Government of India has arranged is the Nehru-Liaquat Agree-
ment which, according to its own finding, has never worked!

10 The Story of Rehabilitation, pp. 134-5.

On page 66 there is an uncorroborated statement about the Union
Rehabilitation Ministry's manipulation of budget figures to deflate the
cxpenditure for the West Pakistan refugees. References, in support of
the statement, which do not occur at the right place, are given here.

The Rehabilitation Ministry’s annual reports carry tables giving the
progressive totals of the Centre’s expenditure, apart from compensation,
on relief and rehabilitation of West Pakistan refugees and East Bengal
efugees separately since 1947. These are supposed to be verified budget
figures. In 1964-65 (Report, p. 5) the progressive total of expenditure
‘or the West Pakistan refugees was shown as Rs 198.41 crores—Rs 4.39
Tores less, not more, than the expenditure of Rs. 202.80 crores up to
the previous year (Report 1963-64, p. 54). It is nowhere explained
why the progressive total of expenditure decreased. Coming to separate
1eads, the expenditure for the West Pakistan refugees under ‘‘Establish-
ment” was Rs 3.52 crores up to 1964-65 (Report, p. 5). This total,
instead of increasing year by year, came down to Rs. 8.28 crores in 1966-
57 (Report, p. 4) and has stayed put there since. The Ministry's work
‘or these refugees has by no means ended. It is still entertaining com-
vensation claims bv them, and the number of claimants is increasing year
bv year. In its Report 1970-71, p. xii, the Ministry lists the following
ofices under it still working for these refugees: (1) Settlement Commis-
Sioner ; (2) Central Claims Organisation ; (3) Custodian of Deposits; and
(‘? Chiet Accounts and Pay Officer, Rehabilitation. No one can run these
;fabmtc offices without incurring expenditure for ‘‘Establishment”. Part
in the Ministry's expenditure under *Establishment is clearly being

curred for the West Pakistan refugees, but is not being shown as ‘such.
-



XI
ALLOCATION OF PLAN FUNDS$

In Delhi, where the fortunes of the country and the States
are decided, propaganda, occasionally fed by people in autho-
rity, goes on incessantly against the Bengalis on the fabricated
charge of parochialism and laziness, There is disinclination to
1ecognise that West Bengal is faced with problems far deeper
than those in any other State.

Part of the blame for this sorry state of affairs must be
borne by West Bengal herself, She has allowed her case to
go by default at the Centre. It is a myth that B. C. Roy
wielded such influence that he could make the Centre give
almost anything he asked for. There has always been a
Bengali in the Central Cabinet; sometimes more than one.
Unlike many of their Cabinet colleagues from other States,
the Bengali Ministers have taken care not to create even the
semblance of an impression that they have a soft corner in
their hearts for the State they come from. Aimost every State
has a lobby, not West Bengal. These lobbies cut across party
loyalties and pressurise the Centre in the interest of the States
concerned.

It should not be surprising that West Bengal is falling
steadily behind in the race among the States for development.
It is more appropriate to say that not only West Bengal but
also the other three Eastern States—Assam, Bihar, and Orissa
—are falling behind. This is not because these States lack re-
sources or talent, This, to put matters bluntly, is because of
the economic and financial policies pursued by the Centre
during the years of independence.

The Eastern States have the largest natural resources for
industries and should have made faster economic progress than
any other State or combination of States, This has not happen-
ed because of the Centre’s professed policy of dispersal of eco-
nomic activities ; the “backward” or “less advanced” States, it
is said, are to be developed to achieve a uniform level of pro-
gress all over the country.

A laudable objective, no doubt, The snag is that the
policy has worked in a curious way. Asoka Mehta, Deputy
Chairman of the Planning Commission, is not actuated by
narrow regional considerations, whatever else may be said
about him. He has been having trouble with the West Bengal

1 Published in Hindusthan Standard, December 28, 1966.
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Government on the size of the State’s fourth Plan. Three
rounds of meetings between him and the State’s representa-
tives have failed to resolve the differences. His last meeting
with P. C. Sen, the State’s Congress Chief Minister, in Calcutta
was not exactly a pleasant one. Mehta will now probably seek
the Prime Minister’s authority to make Sen see “reason” and
prune West Bengal's Plan in the manner the Planning Com-
mission has suggested,

Mehta is a socialist, or once he was. Why he has taken
exception to the increasc in the dearness allowance of the State
Government employees, recently announced by Sen, passes one’s
comprehension, especially so because only the other day the
Centre was obliged to increase the dearness allowance of its
own employees. The rising price level, belying the assurance
given by Mehta, along with other devaluation enthusiasts,
may be sending shivers down his spinal cord. But that is of
no help to the State Government employees, who are less paid
than tﬁeir Central counterparts and who, too, have to balance
their budgets, On his part, Sen may have had an eye on the
impending 1967 electionin timing his announcement about the
allowance, but that does not make the addition to the pay
packets of the employees less urgent,

Has Mehta ever compared the rate of development of in-
dustries in West Bengal and Maharashtra, which were the two
economically comparable States at the time of independence?
If he makes the exercise, he will find how, despite lack of
natural resources, Maharashtra has made much faster indus-
trial progress than West Bengal during the past fifteen years
of planning and is poised, with continued benevolent attention
by the Centre, for a speedier growth How far backward States
hiave developed industrially is for everybody to see. There is
no dispute that Maharashtra has benefited most, Madras follow-
ing her closely. In 1947 West Bengal accounted for about
27 per cent of the gross industrial output in the country. If
Mal!:arashtra had cotton textiles, West Bengal had jute textiles.
Whatever pharmaceutical industries India then had were mostly
concentrated in Greater Calcutta. West Bengal had the most
extensive engineering industries and metal-working establish-
Ments in general, During the second world war the engineer-
ing industries of Howrah, fondly called by the Bengalis the
Sheffield of India, demonstrated what they were capable of.
Since planning began the Howrah engineering units have been
Passing through critical times while Maharashtra. Madras, and
Punjab have been forging ahead.

How radically the industrial situation has changed in
favour of Maharashtra may be judged from the survey for
196061, the last year of the second Plan, the National Council
of Applied Economic Research has recently made. The output
of industries in West Bengal as a percentage of the all India
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total has come down to 17.20 whereas in Maharashtra it has
moved up to 20.30.

“Maharashtra”, the survey points out, “is not endowed
with metallic and non-metllic mineral resources to the same
extent as States like West Bengal, Bihar, Madhya Pradesh and
Orissa.” Yet, metal based and chemical industries are coming
up faster there than elsewhere, and there has been a ‘“rather
sharp growth in recent years in engineering and chemical in-
dustries, Maharashtra has now a big lead over the other States
in the machine-building industry : many of the units are either
already in production or are under implementation. The exis-
ting and sanctioned capacities in Maharashtra for such indus-
tries form nearly 30 to 40 per cent of that for the whole
country.” ‘

Delhi is the political capital of India. Since indepen-
dence, Bombay has been, as a matter of Central policy, built
up as the commercial capital, After all, Bombay's business
magnates have been, since long before independence, the main
financiers of the Congress. As they say, he who pays the piper
calls the tune. The head offices of all major nationalised finan-
cial institutions have been located in Bombay. Politically as
well as economically West Bengal is being relegated to the
backwaters,

The two basic requirements of engineering industries are
steel and coal. Steel prices were equalised all over India long
ago while the transport of coal is subsidised to distant areas
like Bombay and Madras. Since nothing can be done without
getting licences from the Centre, much depends on lobbying
in which West Bengal is left miles behind by States like
Maharashtra, Madras, and Punjab. Not long ago this corres-
pondent suggested to ac{ournalist from Punjab that, if steel
prices could be equalised and coal subsidised for the distant
States, the prices of food, in which Punjab was surplus and
West Bengal deficit, should also be equalised. He reacted as
if nothing more absurd had ever been uttered. If Howrah has
stagnated, Ludhiana, not to speak of Bombay, has prospered.

A week after his brush with Sen, Mehta went to Bombay
where, presitmably following a pleasant exchange of views, he
sanctioned a Central aid of Rs. 261 crores to ehable Maha-
rashtra to have a plan of Rs, 951 crores or more than double
the State’s third Plan outlay of Rs. 418 crores.? Mehta's talks
in Calcutta had failed principally because he was not in a
position to promise West Bengal aid of more than Rs, 200
crores or to sanction a Plan of 520 crores. Maharashtra’s

pulation (40 million) is only 4.5 million more than West
gal's. Punjab and Haryana together have a population of

L]
3 The fourth Plan outlay of Maharashtra underwent some modifica-
tions when the Plan wps finalised in 1969. ‘
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20 million compared to 35 million in West Bengal, but those
two States together have a Plan of Rs. 455 crores with an assur-
ed Central aid of Rs, 193 crores. If this is not discrimination,
what is? Discrimination against West Bengal (as much as
against the other Eastern States) is, however, most ‘blatant in
respect of the treatment of the Bengali refugees.

East Pakistan, according to evidence readily accepted and
purveyed by Delhi, is being treated as a colony by West Pakis-
tan which 1s being built up with resources sucked up from
the former. Mehta might have a look nearer home and tell
the country how is Delhi’s treatment of theEastern  States diff-
erent, A Bihar Chicf Minister® once exasperatingly cried out
that, if the other States would not give Bihar rice, he would
stop the supply of iron, coal and other industrial raw materials
to them. Of course, he was powerless to carry out his threat,
but it is New Delhi’s responsibility to realise that it is dange-
rous to allow an impression to grow that with the resources of
the Eastern States some other States are being built up.

e t—
3 Kruhna Ballav Sahay.



XII
THE NIGHTMARE!

Jawaharlal Nehru used to describe Calcutta as a city of
processions, a mightmare. If this description was true in his
time, it is more so now, His daughter, Indira Gandhi, received
a great welcome during her recent visit to the city, but she also
had an idea of its turgulence. Of the four metropolitan cities
of India, Calcutta presents the most depressing picture today,
There are some very affluent patches, of course, but it is here
that the most primitive struggle for existence is to be found.
Every section of the reople 1s being consumed by discontent,
most of all the Bengalis whose city it is supposed to be. The
once-proud middle dlass, swelled by the large influx from East
Bengal after the partition of the country and ground down by
unemployment and poverty, is the angriest of all.

Calcutta, the nerve centre of the State, has always been
attracted by extremist politics and has influenced opinion in
the districts, The United Front was carried to power in the mid-’
term election in February 1969 by an unprecedented swing of the
people towards the Left. The idiocy of the Union Government
and a section of the Congress in 1967 was at least partly respon-
sible for the debacle of the Congress and the victory of the
Front,

The second United Front Government has been in power
for only seven months. Considering the immensity of “the
State’s problems, it would be too much.to expect the Govern-
ment to perform a miracle and remove the people’s difficulties
within this short period, People continue to be indulgent to-
wards the Front, but the Leftist Partics should not be unaware
of the rumbling of discontent with the manner in which they
are going about their work,

When so many parties constitute the Government, it is
understandable that there would be some inter-party trouble.
What is happening is truly atrocious. The main occupation
of these parties seems to be to fight amongst themselves not
only at meetings of the Front but also outside, Gruesome
clashes have occurred between partners of the Front on nume-
rous occasions, resulting in many deaths. In their party news-

apers they are levelling the vilest charges against one another.
Eetpitc repeated confabulations, the situation goes on worsen-
ing. The two parties—the CPI (M) and the CPI—which were

1 Published in Hindusthen Standard, September 24, 1069,
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xpected to give the lead to the Front are behaving as invete-
ite enemies and bedevilling the functioning of the Govern.
ient itself. The CPI(M) has been made the main target of
iticism by the other parties, One reason perhaps is that in
1e relentless race among these parties to spread their influence,
1e CPI(M) is succeeding more than the others,

Because of these congicts, Ministers belonging to each party
ork almost in isolation and there is very little exchange of ideas
:tween Ministers owing allegiance to ?iﬁerem parties. What is
orse, none seems to have been able to imbue the departmental
aff with a sense of responsibility. By and large, the staff works
isurely and discipline is at a discount. It is surprising that
iis should be so when the bulk of the employees are known
1 be supporters of the Left parties. No Government can
inction for long in such a situation or serve the interests of
« people, One of the most startling remarks this correspon-
:nt has heard in Calcutta is that only military rule will be
le to restore discipline. It should be added that those who
we expressed this feeling are by no means ill-disposed towards
e Left parties.

All this does not mean that the Government has no
%ﬁevement to its credit. In the rural areas land reforms left
iinished by the Congress are being completed at breakneck
eed, It is true that Harekrishna Konar is not always adopt-
g conventional methods for the purpose. The use of force by
e land-hungry peasants is being encouraged, which is having
t adverse impact on what is generally understood to be law
'd order. The abolition of land revenue on holdings of three
res or less and the legislation conferring permanent hereditary
ihts on peasants in occupation of homestead plots of up to
e cottahs are certainly measures of far-reaching importance
r a large majority of agriculturists.

In the industrial field, jute and tea workers have made
bstantial gains in their wages. It is said that the incrcases
reed to by the employers after shortlived strikes are the
rgest the workers have got at one stroke at any time before.
he United Front claims credit for this. Government
1ployees and certain other sections of the white-collared
Opllf have also had their emoluments increased in recent
onths,

While the Government has readily taken upon itself addi-
nal financial burdens, it has been shy of imposing fresh
%es to raise resources. The budgetary deficit is already huge.
d unless more funds are available the Government is bound
become bankrupt. Unlike the Government of India it cannot
Int money to wipe out its deficit. If it is putting its faith

the munificence of the Central Government, it is heading
¢ disappointment,

Whatever the future of the State exchequer, some*of the
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steps taken by the United Front Government have drawn large
masses in the countryside and in the Greater Calcutta area
closer to it politically, The Front parties may go on quarrel-
ling among themselves, but no danger to the Government is
yet in sight. There is at any rate little prospect of the Congress,
split into hostile factions as it is, taking advantage of the inter-
party bickerings in the Front to regain its old position in the
near future.

With her high density of population and acute shortage
of land, West Bengal can prosper only as an industrial State.
In this field, the State Government can do something but not
much, for industrial policy is laid down by the Government of
India. At the time of independence, West Bengal was the
premier State from the point of view of industry and commerce.
About a decade ago, it yielded pride of place to Maharashtra.
In a number of other States, the rate of growth of industrics
is much faster than in West Bengal., If the trend continues,
this State will be one of the most backward in another decade
or so. Much has been made of gheraos, but West Bengal began
falling behind in the industrial race long before the first
United Front Government took office in 1967.

The Government of India is supposed to be pursuing a
policy of dispersal of industries. It has equalised iron and steel
prices and is heavily subsidising coal transport to places like
Bombay and Madras. This made States like West Bengal,
Bihar and Orissa lose the advantages they had over the States
in the other regions. Assam has been left totally in the indus
trial backwaters, West Bengal alone earns a third of the
country’s foreign exchange, the four Eastern States together
contributing more than a half. Much of this foreign exchange
is used to import’ capital equipment and raw materials for
industries in other regions, Even under B. C. Roy, the West
Bengal Government could do little about it.

When Morarji Desai was in Calcutta a few weeks ago, he
was confronted with an inconvenient question about discri
mination against. West Bengal. He disputed this of course
While steel prices have been equalised all over India, West
Bengal's demand for equalisation of prices of commodities like
cotton and oilseeds, which would have benefited certain indus
tries in this State, has not been accepted. Even though until ¢
few years ago West Bengal was the premier industrial and com
mercial State, Bombay has been made the headquarters of 2l
financial institutions of the Government of India. Now tha
most industridlists have to depend very substantially on financ
advanced by these institutions, it is but natural that they should
display a tendency to flock to Bombay, Calcutta Corporatior
is chronically suffering from a serious lack of funds. Bomba)
earns about Rs, 10 crores from octroi, but the Centre would
not allow Calcutta to impose it.
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Unemployment has assumed menacing proportions. Not
nly are industries not growing, employment opportunities for
wcal people even in existing industries are shrinking, More and
wore people are being brought from distant States for employ-
lent in preference to people of the State. In many offices and
wdustries, most of which are owned by people from other
ates, the percentage of local people employed has gone down
nce independence, All this together has brought about the
iplosive situation in the State,

Like her father, Indira Gandhi has spoken with sympathy
sout West Bengal. In the past pretty little was done by the
entre for either Calcutta or the State as such. Gandhi will not
ave an easy task persuading her Cabinet to look more seriously
ito the problems of the State, But neither she nor the West
engal Government, whatever its composition, can probably do
1ything to reverse the industrial policy of the Government of
idia without which the problems of the State will continue to
orsen.



XIII

THE CROWN OF THORNS!

After dismissing the first United Front Government
West Bengal in November, 1967, Dharma Vira swore
Prafulla Chandra Ghosh? as Chief Minister of the State wi
this remark: “I am placing a crown of thorns on your hea
Within three months, Dharma Vira, as Governor under Pre
dent’s Rule, had to wear that “crown” himself. With wt
disastrous result for himself and the Congress he did this, t
mid-term poll in 1969 showed.

Circumstances have once again conspired to bring abc
the fall of the second United Front Government and its
placement by President’s Rule. But, politically, the proble
the Governor, Shanti Swarup Dhavan, has to face are radica
different from those of Dharma Vira. In 1968 the Uni
Government's hand in executing the plan to overthrow t
United Front administration was there for all to see. T
whole State revolted against the Centre and the Congress.

Having learnt its ?esson, the Centre played its part w.
finesse this time, Soon after the mid-term poll, Chavan t
Parliament that within two years the non-Marxist part
would feel the pressure of the CPI(M) so much that they wol
rush to him for protection. The Home Minister withsto
systematic pressure in Parliament for intervention in W
Bengal by saying that what was needed was a political solutic
That solution has been found, at least for the time being. T
CPI(M) is an isolated party today, All the major partners
the Front have become its enemies and quite a few of thi
are looking forward to forming a non-Marxist Governme
with Congress (R) support,

No one can take exception to what the Centre has do
publicly since the mid-term election. Whatever enouragem«
the Centre gave the non-Marxist parties to break away fi¢
the CPI(M) was given behind the scene. The United Fror
footsteps were dogged by internecine quarrels from the v
beginning, but its real crisis began about the last week
September. It so happened that this was preceded by Ind
Gandhi’s visit to Calcutta and by meetings between her
Ajoy Mukherjee and between Mukherjee and some senior C

1 Published in Hindusthan Standard, March 25, 1970.
H] mrpwnguedco C. Raj malac::ri alled P. C. Ghosh, who hex
a minority Government w from outside,
o Yoae o e . gress backing
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ders in Delhi, The CPI's role, in Kerala as well as in West
ngal, has pleased the Swatantra Party so much that M. R.
wani is now prepared not to ask for a ban on it. The
atantra insists on outlawing only the CPI(M) and the
xalites,

Surely, the CPI(M), however much it may have spread its
tacles in West Bengal during the past year, cannot be ex-
ted to do against the Centre or the Congress what all the
1-Congress parties combined did in 1968-69. Moreover, the
»paganda against West Bengal has undoubtedly been highly
«ctive. There are some people in parties having influence
side the State who, frightened by the growth of the CPI(M),
re concluded that the Bengalis are not fit to govern them-
/es. Voices are often heard that, whatever the verdict of the
»ple, no popular government should be allowed to function
re if the CPI(M) finds a place in it. Condescending people

the Bengalis are not, of course, “barbarous and uncivilised”
: they are puzzled when they hear day in and day out the
th that “in West Bengal even the honour of women is not
" The ground has certainly been well prepared for strong
atral rule to “restore law and order”.

From these points of view, Dhavan’s task is easier than
arma Vira's. Nevertheless, the present Governor too has an
aill job. The wheels of history cannot be turned back.
¢ United Front Government might not have been able to
much for the people, but that it has unleashed a wave of
wular unrest in towns and villages is beyond question, This
what has caused the greatest concern to the Centre. It is
lised that law and order can be maintained with the help
the Centra] Reserve Police and the Army, but only up to a
nt, Unless the State’s manifold economic and social pro-
ms are satisfactorily tackled, it will be very difficult for the
rdians of law and order to contain the CPI(M). The
I(M) itself is banking on the Centre’s inability to meet the
ssing needs of the people.

Dhavan himself pointed out at the National Development
incil that it was no use blaming the people of the State
:n their life was difficult and their problems remained un-
Jdved, Because of the existence of some industries in the
ater Calcutta region, West Bengal is counted among the
lest States in the country. But the vast bulk of the people
ta miserable life and are among the poorest in India,

Since the first United Front Government took office in
7, it has become a fashion to say that gheraos, strikes and
eral lawlessness are dissuading industrialists from investing
West Bengal and are, indeed, causing a flight of capital from

State. No less a person than Chavan went to Calcutta in
! to warn the State against the evil effects of gheraos.
Van comes from Maharashtra whose Chief Minister he was
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for many years. He should know that for a long period aft
independence labour troubles were more widespread in Mah
rashtra, where trade unions were under Leftist control, than i
West Bengal where the pro-Congress INTUC was able to ke
the extremists in check in the key industries and the plant
tions.

In independent India, West Bengal's decline started wi
“planning”, and, along with it or as a result of it, the oth
States of the Eastern region suffered, The Centre’s deliber:
policy began bearing fruit from the first Plan, The Congr
was in power in the State till 1967 and Bidhan Chandra R
was Chief Minister for most of these years. No one can s
that he encouraged gheraos or lawlessness, In fact, ideal conc
tions for a rapid growth of industries prevailed in the Stal
There were resources in abundance and trained men we
available, But Roy was powerless to make the Centre chan
its policy of divesting the Eastern region of its economic i
portance, except as an earner of foreign exchange and suppli
of cheap faw materials, in the high-sounding name of disper:
of industries and development of the backward States.

The chief beneficiaries of this policy are Mabarasht
Gujarat, Tamil Nadu and Punjab, whose pull with the Cen!
is greater than that of any other State. The financial and licer
ing policies of the Government of India have seen to it th
Maharashtra overtake West Bengal by the end of the First Pl
and that Gujarat be%in catching up fast. The outlays of the
three States in the four Plans bear testimony to the chang
that have been brought about.

Calcutta’s doom is now forecast by almost everbody. T
city started going down the drain from the time of the I
world war, Dhavan quoted Nehru at the National Develt
ment Council for assistance for the city. The Governor !
noted that the refugee problem continues to be serious
West Bengal, If this small State did not have to bear !
burden of over four million refugees, registered as such, besi
several other hundreds of thousands of the East Bengal Hind
who were working in the State before independence and stay
on, the plightof West Bengal might not have heen as serious as
is today. .

TlZe middle class unemployment problem, as the Goverr
surely knows, has reached dangerous proportions. Circu
stances have compelled large numbers of these people to
over to the extreme Left. Not merely is slackened growth
industry responsible for this, Even in West Bengal the Beng
are finding it difficult to get employment because others
being brought from distant States to fill vacancies. Indust
in West Bengal are mostly in the hands of non-Bengalis, Af
independence, many British firms passed into their hands. 1
Governor can with profit investigate how the proportion
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the Bengalis to the non-Bengalis employed in these industries
has changed during these twenty years or so.

If Dhavan is able to tackle these and other problems of
this State, he will earn the gratitude of the people and succeed
in making a dent in the hold of the CPI(M). Dharma Vira
made an attempt without any result. If Dhavan, too, fails, the
Centre will have to reap a bitter harvest again. The CPI(M)
will, in that case, not be the loser,



XIV

A DEBATE IN PARLIAMENT!

Parliament has now armed the President with law-making

gowers for West Bengal during the pendency of his rule in the
tate. No legislative forum of elected representatives of the

State will have the right to question the decrees he may issue.
But his powers are nominal, for he has to act on the advice of
the Union Cabinet. The fortunes of the State will, therefore,
be disrensed by the Central Government as long as President’s
Rule lasts, A parliamentary Consultative Committee will be
formed soon. Its recommendations will not be binding on the
Centre. What is Delhi going to do with all the powers it has
assumed to itself in relation to West Bengal ?

Six weeks are over since the introduction of President’s
Rule. Everybody now says that the problems of the State are
urgent and that something must be quickly done so that the
State does not go up in flames and cause incalculable harm to
India as a whole. There is no lack of talk on these lines in
the Central Government itself. But all that it seems to havc
been in a position firmly to decide so far is to equip itself with
powers more extensive than the Preventive Detention Act
which lapsed on January 1, 1970. It is law and order that
worries the Government most. There will be no dearth of the
Centre’s para-military formation known as the Central Reserve
Police for deployment in the State, The Border Security
Force, another Central para-military organisation, has for years
been stationed in the State in some strength. Whenever
required, the Army will also be available to maintain order.

What is being done to resolve or at any rate lessen the

avity of the economic and social problems of the State ? Well,

iscussions are going on. It is for the Governor's Advisers to
set priorities and confront the Centre with their proposals, Of
course, that requires time. Moreover, as a very senior official
of the Government of India told this correspondent, the
maladies of the State have accumulated over several decades
and no one has the magic wand to remove them overnight.

The debate in the Lok Sabha on the bill to delegate legis-
lative powers to the President was marked by many ardent
speeches on West Bengal's ills and equally ardent pleas that
the Centre must no longer neglect them, From Asoke gen of the
Congress (R) and Sharda Mukherjee of the Congress (O) to Samar

1 Published in Hindusthan Standard, April 29, 1970.
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Guha (PSP), Hiren Mukherjee (CPI), Jyotirmoy Bosu (CPM),
Deben Sen (SSP) and Tridib Chaudhuri (RSP), the basic argu-
ment was the same: Help West Bengal! Guha and Chaudhuri
sought to spur the Centre into action by giving a warning that
Calcutta and West Bengal were ripe for an “explosion.” “You
are confronted in West Bengal,” Chaudhuri said, “with nothing
short of a revolution.”

Did these warnings register with the Central Government ?
If the reply Vidya Charan Shukla, Minister of State for Home,
gave is an indication of thinking at the Centre, all these fiery
speeches were in vain. Y. B, Chavan, the Home Minister, did
not take pait in the debate at all. One thing was clear from
the debate ; West Rengal has now, according to some of the
MPs from the State, been reduced to a position where only help
from outside can save it. This, basically, is the disconcerting
result of the “planned devclopment” the State has been through
since 1951,

No one focussed attention on the elementary question of
the Centre’s economic policy. Sharda Mukherjce bypassed the
issue by merely saying that “if timely investment had been
made in Bengal and if employment opportunities had been
created we would not have made the foolish mistake we have.”
But, within the confines of the country’s financial and industrial
policies, was it possible for Delhi to do anything clsc > She did
not ask herself this question, for, if she had, the demand for
1 reversal of these policies would have become irresistible,
Deven Sen and Sushila Rohatgi (Congress-R) referred to the
discriminatory treatment meted out to the refugees from East
Pakistan vis-a-vis those from West Pakistan. But this is only
Dné asgect of the Centre’s policies from which West Bengal has
suttered,

.. N. G. Ranga, the Swatantra leader, was the only one who
did not think that injustice had been done to West Bengal by
the Centre. “It is,” he told the Lok Sabha, “no good saying
that India has not discharged her responsibility for West
Bengal, Did we not give West Bengal proportionately as much
35 we have given to Punjab ?” This also is the attitude of the
Central Government. There is no proposal before it to review
the industrial and financial policies it has pursued since
independence, It seems certain that only palliatives would be
tried in West Bengal and no effort whatever would be made
to discover the causes of the State’s maladies and find remedies
for them,

All real economic and financial powers vest in the Central

overnment, As Sharda Mukherjee pointed out, “Powers of
the State Governments in relation to the Centre are more or

& the same as those of the zila parishads in relation to a
tate Government.” The Centre has utilised its pewers to

ithdraw wealth from one State or region to be invested in
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another State or region, all in the name of development of
backward areas. In this process, which became pronounced
after planning began, the States that produce most of the re-
sources in industrial raw material and foreign exchange earn.
ings and which should have developed fastest, have suffered
most.

A look at not only West Bengal but also Bihar, Orissa and
Assam is enough to bring this point home, These four States
together account for much of the country’s industrial raw mate-
rials and foreign exchange earnings, Thanks to the policies
pursued by the Centre, these very States have gone down fast-
est in the scale of industrial and commercial development, As
a matter of fact, the licensing and raw material permit systems
have smothered some of the industries that once flourished in
West Bengal,

Leave aside West Bengal where the political situation
provides a handy explanation now for lack of growth of indus-
tries, Take Assam. If you ask the Industries Ministry why
the State is remaining industrially backward, the prompt answer
you get is the lack of communications there. Ask the Railways
Ministry why the railway network in the State is not being ex-
tended, the ready answer is that, because of her industrial back.
wardness, requisite traffic will not be forthcoming and new lines

- will have to run at a loss. About the minerally rich Chota-
Nagpur region, an official of the Industries Ministry told this
correspondent that lack of local entrepreneurship was a handi-
cap to rapid development of the region. The same argument
is ‘applied to Orissa,

Siddhartha Ray has raised the question of location of the
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