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CHAPTER ..:....1. 

INTRODUCTION 

Bihar is one of the most industrially underdevelop~d 

states in India. Among the major states it has the lowest 

per capita income. 1 In 1983-84 it had 50% of its population 
2 living below the poverty line. The level of urbanization 

is very low here. 3 In 1984-85 the per-capita value added 

by the industrial sector in Bihar was only ~.150 in comparison 

to the industrially advanced states like Maharashtra (~.649) 
4 and Gujarat {~.576). In 1981 non-agricultural workers 

constituted 13.5% of the total number of workers in Bihar 

against an all-India average of 31.24%. 5 

It iS said that while other states have 'sick industrial 

units•, Bihar has 'sick industries•. This can be illustrated 

by taking the case of sugar industry, the principal industry 

1• See "'ppe.Yldi~-1 

2 Centre for Monitoring Indian Economy(henceforth CMIE), 
Basic Statistics Relating ~he Indian Economy, 
Vol.2: States, Sept. 1988. 110-120 Kaliandas Udyog 
Bhawan, Worli, Bombayp25, Table 14.10 

3 See 1\l;ll>eYldix,... II 

4 CMIE, op.cit., Table 9.10. 

5 Bihar Industrial and Technical Consultancy Organization 
Limited (BITOO), ~ rt on Industrial Re uvenation 
2£ North Bihar, Part-I, Paper presented at 5em nar on 
Industrialization of North Bihar, sponsored by the 
Industrial Development Bank of India {IDBI), Patna, 1988. 
P• 81. 
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of North Bihar. During the 1930s government protection 

and patronage had led to its rapid growth. In the year 

1932-33 Bihar produced 44% of the total SUgar produced in 

the country.6 But in 1984-85 Sugar production in North 

Bihar, where all the sugar mills of Bihar barrihg three 

are situated, was only 1.44 lakh tons which showed a 

decline of 60% over the 1963-64 peak production of 3.63 

lakh tons. With this production, North Bihar • s share in 

the total all-India production of sugar came down from 

11.1% in 1963-64 to 2.3% in 1984-85.7 Presently, out of 

the total of 338 sugar factories in the country, Bihar 

has only 28 and these contribute barely 5% of the country's 

total sugar production.8 out of these 28 sugar factories 

the Bihar State Sugar 0orporation, established in 1974, had 

to take over 15 of them because these factories had grown 

sick and showed no sign of recovery on their own. 9 

6 Prasad K.N., The Economics of a backward Region in 
.s~ckward Econom~s A Case Study of Bih2£:, 
Scientific Book Agency, Calcutta, 1968, p. 45. 

7 BITCO, IDBI Seminar, Patna, 1988 op.cit., P• 34. 

8 Guru, D.o., Industrial Reconstruction of North 
Bihar, IDBI Seminar, Patna, 1988. op.cit., P• 9. 

9 Ibid~, P• 14 
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The cement industry may be counted as another 'sick 

industry' in Bihar. There are a total of six cement 

factories here out of which two are closed and the other 

four have been declared sick.1 0 In 1976 the state produced 

18 lakh tonnes of cement against the state • s total demand 

of 13 lakh tonnes. But in 1987 it could produce only 12 

lakh tonnes of cement against the total demand of 20 lakh 

tonnes. 11 

That Bihar lags behind the other major states is 

not the only worrying factor. What is even more alarming 

is the fact thdt the gap between Bihar and the industrially 

advanced States has been widening stecdily over the last 

four decades or so since India gained independence. While 

in 1960-61 the gap between the per capita income of 

-Maharashtra and that of Bihar was merely Rse194, in 1984-85 

it increased to Rs.1837. 12 

The dismal, State of the industrial sector in Bihar 

looks yet more depressing in the background of its vast 

. 1 s 13 m~nera re ources. Though Bihar has immense potentialities 

10 Rarnlakhan Singh Yadav, Member of Bihar Legislative 
ASsembly, Bihar Legislative Assembly Pebates, 
Bihar Legislative Assembly Library Collections,'Patna.J 
11.7.1988, P• 77. 

11 Ibid. 

1 2 See A~pe Ylct lY-. t. 
13 See /\ppeYiclix-1!( 



4 

for hydroelectricity and thermal power, its industries 

suffer from a chronic shortage of power. In 1986-87, 

the per capita power consumption by the indust~ies in 

Bihar was only 48.9 KWH in comparison to Punjab (203.9KWH), 

Gujarat(178.6 KWH), Maharastra{163.1 KWH) and other major 

states. 14 Presently there is a shortage of power upto 

40% in the state. 15 

The prevailing state of affairs in the country in 

which the rich states have grown richer and the poor 

states poarer is not because of the free play of economic 

forces but rather as a result of political forces at work 

which have distorted the very protess of planning and 

conspired in a way whereby the rich states because of 

their political clout have managed to corner the lion's 

share of the national resources at the cost of the other 

stateS which are politically weak and thus not in a position 

to articulate their demands and lobby effectively for 

them• · 

This dissertation seeks to make a systematic study 

of thoSe political factors which have led to the steady 

15 Lal, H.B., Power for Industries in North Bihar 
IDBI Seminar, Patna, 1988 op.cit., P• 12. 
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industrial underdeve~ment in Bihar. The basic argument 

of the present work can be stated thus: The nature and 

dynamism of industrialization in any region depends largely 

upon the strength of the Regional Bourgeoisie. 16 For 

different historical, geographical, political and cultural 

reasons the Regional Bourgeoisie has been rather weak in 

Bihar. It has little control over state-level politics 

which is largely dominated by the landlords. It is often 

critical of the State Govern;nent as well as the Central 

Government accusing both of neglecting the Regiona~ 

Bourgeoisie in Bihar and promoting the interests of the 

16 The term 'Regional BourgeoiSie' is applied to 
that st.,o,fu.'WL_ : of the large indUstrial capitalists 

4~which operates mostly on the state level and has 
generally some access to state administration. As 
it has neither the resources nor the contacts for 
influencing decisions at the central level, it is 
irked by the over-centralization of the political 
power in India and hence supports, in varying 
degrees, the demand for a greater autonomy for the 
states. But it is also closely dependant on the 
Monopoly Bourgeoisie for finance and other economic 
sustenance and has various contacts with the latter. 
Organised in various regional Chambers of Commerce 
and other district trade associations, it often 
voices its criticism against the domination of the 
Monopoly Bourgeoisie and of government policieS 
favouring the latter and militating against its own 
specific interests. 

Lower down, the small capitalists have access to 
neither the Union, nor the State Governmen-ts. They 
are starved of finance and the raw materials, are 
denied the patronage of the state which is enjoyed 
in generous measures by the Monopoly and Large 
Industrial Bourgeoisie". Roy, Aj it, Sharers in Indian 
State Power, in K.K. Kurian, ed., India-state and 
Society, orient Longman, Madras, 1975, P• 134 

In this dissertation the term 'Regional Bourgeoisie' 
includes the industrial capitalists, trading community 
and agricultural capitalists who operate on state level. 
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Monopoly Bourgeoisie17 and Regional Bourgeoisie in other 

states. At the same time, the Regional Bourgeoisie in 

Bihar has close links with the Monopoly Bourgeoisie. The 

Bihar Chamber of Commerce, an apex organisation of the 

business and indUstrial community of the State,has been 

dominated by the Monopoly Bourgeoisie directly or indirectly 

through its representatives. 

Till the Regional Bourgeoisie in Bihar is strong 

enough to have an effective say in the state politics, 

no meaningful industrial policy and its subsequent vigorous 

implementation can be expected from the State Government. 

Extending this line of argument further one can say th;=it 

as long as the Regional Bourgeoisie continues to be un-

represented effectively in the State Government, the latter 

17 The Monopoly Bourgeoisie with its immense 
and fast growing hold over industry, banking 
and other sources of finance, trade and services 
including the newspapers and other media of 
mass communications, long history and close 
association with politics including its role as 
financiers of the major political parties of the 
Right, has acquired a distinctly superior position 
and status in the socio-economic life of the 
country. 

The field of operation of this (Monopoly Bourgeoisie) 
•••• extends to the country as a wh~le and it is 
able through powerful lobbies, the so called 
'industrial embassies• and contact men in New Delhi, 
to influence and direct national policies. This 
(Monopoly Bourgeoisie) •••• is a firm advocate of 
high centralization of State Structure". · . 
Roy, Ajit ~· 
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would continue yielding to the policies of the Central 

Governnent ,_,,hich favour the Monopoly Bourgeoisie and 

stronger Regional Bourgeoisie in other states at 

the cost of the Regional Bourgeoisie in Bihar. 

Historically/ Bihar suffered from a number of constraints 

Which prevented the emergence of a strong Regional Bourgeoisie 

in the state. Usually, trade and agriculture have been 

two major sources from which su~lus came to the industries. 

But in Bihar neither of the two was in a position to 

generate an adequate surplus that could be invested in 

industries. 

The above was because of the fact that the eastern 

part of India witnessed a much greater domination of 

European capital in the field of trade and industry than 

the western part. This left little scope for the 

development of indigenous trade and industries in this 

region. NontheleSs, it was the Marwari Community, a 

business community from RajasthanJwhich took advantage 

of whatever little scope was there rather than the Bihari 

trading class. 

During 19th Century, the traditional business caste 
of Bihar remained far most part petty traders. When 
after mid-century the internal commerce between Bengal 
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and North-Western India e~anded, the north and 
west Indian business caste and not Bihari Baniya 
(Bihari Trading Community) captured the trade. The 
indigenous Bihari Baniya could not comp .ete with 
such a business group as Marwaris who had the 
advantage of a long established trading system, 
their own indigenous banking and credit arrangement 
and family organisation conduc ive to widespread 
trading operations. 18 

It was because of these advantages that when the 

outbreak of the first World War,which disrupted the 

existing British colonial economic linkages and thereby 

opened opportunities for the rapid development of indigen-

ous industries, it was again the Marwari rather than the 

Bihari trading class who seized the opportu~ity and 

started many industrial ventures in this region. 

Unlike its Bengali counterpart, the Suvarna banik, 

who had been able to assert itself to an extent against 

non-Bengalis,the Bihari trading class was too weak to pose 

a substantial challenge to the non-Behari trading community. 

Even today, the Bihar Chamber of Commerce 19 and the Bihar 

20 Industries Association, the two apex organizationsof the 

18 Gupta, Saibal, ~erchant Caoital and Indus~~~iz_ation 
ip l?~.'h~r; Some tt~stor~~51_l t!on::»tra!~!::s_, Journal of 
Social and Economic Studi es1 Vol. XI, p. 17 5. 

19 It was set up in 1926 as the Bihar and Orissa Chamber 
of Commerce. 

20 It was set up in 1913 'under the guidance of Shri Shanti 
Prasad Jain, a well-known industrialist of India' 
vide, Bihar Industries ASsociation Bulletin, 16.5:1989, 
Patna, p. 1· 
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business and industrial interests in Bihar are controlled 

by the non-Dihari businessmen and industrialists.21 A 

report by the Techno-Economic SUrvey confirmed the 

dominance of ~on-B~haris thus: 

''The shaYe of the residents of Bihar in the business 

capital in terms of both numbers of shares and amount of 

capital is small and the bulk 4>f business investment comes 

from external sources". 2 2 

The very same survey found th,:t the persons resident 

in Bihar held 8% of the total value of all categories of 

shares issued by companies registered in Bihar and 9% 

of the total \elue of all categories of shares issued by 

com)anies registered in west Bengal, but working in Bihar. 23 

As far as agriculture in Bihar was concerned, the system 

of Pennanent Settlement, introduced in 1793 by the British, 

came as a heavy blow on it. It meant that whatever surplus 

came from agriculture was by and large appropriated by the 

British Government, the Zamindars (landlords) and the 

21 Gupta, Shaibal, op.cit., p. 175. 

22 NatL)nal Council of Applied Economic Research 
(NCAER), Techno-Economic Survey, Asia Publishing 
House, New Delhi, 1959, P• 83. 

23 Ibid., P• 80 
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moneylender did not invest this surplus in any industrial 

activity. Instead, it was either reinvested by them in 

purchasing of land which offered a more regular, attractive 

and safe profit or was wasted on consp~cious consumptions. 

Moreover, the British Government did not take any effective 

step for improving agriculture. As a result agr1culture 

was based on primitive techniques and was not in a position 

to generate sufficient surplus. 

However, the worst consequence of the Permanent 

Settlement was that it gave rise to a powerful parasitic 

class of landlords. In Bihar, it was this class which 

came to dominate state-level politics in the past independence 

phase. This particular class with its own vested interests 

vehemently opposed the abolition of the Zamindaris, a 

major component of land reforms and did its best to delay 

and dilute the provisions of the Bihar Land Reform Act of 

1950.24 

Even today the agricultural sector in Biharis by 

and large unable to generate a substantial surplus that 

could be invested in industries or enlarge the size of 

the market for industrial products. Due to poor and 

24 GUpta, Shaibal and Sanjay Kumar, Agrarian Constrants 
to IndustrializationL A Historical View, Mainstream, 
January 11, 1986, pp. 17-18. 
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reluctant implementation of the land reform measures 

the remanents of feudalism still persist in Bihar, though 

in a different fo.on. 25 

The Green Revolution has not yet shown its face in 

Bihar. It is confined to Punjab Haryana and western part 

of Uttar Pradesh where it has helped to generate a 

25 The existing nature of production relation in 
agricultural sector is sometimes termed as semi
feudal production relation. This term can be 
explained thus: M Not only the forces of production 
in agricultural sector is backward but the existing 
production relation is higher historical stages of 
production relation and the exploration of poor 
pesantry is also qualitatively different from what 
is found in the c·apitalist countries. Here also 
the direct producer gets his sustenance but not 
necessarily in the form of wages. Part he gets 
in form of wage and part he gets as loan which 
he is unable to return and thereby he comes under 
the grip of an informal bondage. We term this 
set-up as semi-feudal. In this context it will 
be seen that the chronic deficit and consequent 
semi-feudal bondage is a crucial characteristic 
in the context of semi-feudal production relation 
because mainly on account of this, there emerges 
a class interest which is not only dominant in the 
rural belt but is also not enthusiastic to rapid 
development, leading to waste and inefficiency 
in agricultural sector". 

Prasad, Pradhan H. " A Strategy For Rapid Develppment 
of Bihar Economy. soCial and Economic Studies, 
Vol. V(li), 1977, P• 136, quoted by Gupta, Shaibal, 
and Sanjay Kumar, op.cit., P• 18. 
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substantial surplus in agricultural sector. 

Yet another important reason given for the weakness 

of the Regional Bourgeoisie in Bihar is that the caste -

system has prevented a cross-caste alliance of the Regional 

Bourgeoisie. This argument should not be streched too far. 

The 'Baniya' now is no longer a contemptuous term in Bihar 

as it happened to be in feudal days. Due to growing 

awareness about profit potentialities of trade and industries 

~90Y per5Qns from the upper caste and different walks of 

life are coming to indUstrial ventures. 26 

The main body of the diSsertation is divided into 

three chapters • 

The Second Chapter deals with the Central Government's 

policieS and analyses their impact on industrialization in 

Bihar. 

The Third Chapter deals with the State Government's 

industrial policy and its relationship with the Regional 

and Monopoly Bourgeoisie. 

26 This aspect shall be detailed in the Conclusion 
of the dissertation. 
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The Fourth Chapter is on the Bihar Chamber of 

Commerce. It is like a prism where one can see the 

Regional Bourgeoisie interacting with the State Gover

nment, the Monopoly Bourgeoisie and the Central Government. 
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CENTRAL OOVmNHENT'S POLICIES AND BIHAR~ 
INDUSTRIAL UNDERDEVELOPMENT 



CHAPTER - II 

CENTRAL GOVERNMENT'S POLICIES AND BIHAR'S INDUSTRIAL 
UNDERDEVELOPMENT 

In India's federal set-up the Centre is vested with 

overwhelming legislative, financial and administrative 

powers. A good number of subjects that play vital role 

in the overall development of a State are placed within 

exclusive jurisdiction of the Centre. The States are 

heavily dependent on the Centre for their financial 
1 

resources {At present, 35/.to 40j. of the State Plan outlays 

are met from the Central allocations}.. Also, the States 

have to work out their developmental strategy along 

guidelines set by the Centre in the national interest • 

In thiS Chapter, 'We shall mainly deal with the 

Central Government's certain important policies and study 

their impact on Bihar's industrial development. The issues 

to be studied are trends in Central financial allocations, 

the policy of railway freight equalization, fixation of 

of royalty on minerals, role of the banks and All-India 

financial institutions and licensing policy amongst 

others. 

1 Zaidi, Naseem A., Federal Transfe~s and Inter-State 
Imbalances in J. Mishra, ed., Planning and Regions! 
Development in India, Gaurav Publishing House, 
Jalandhar, 1985, p. 171. 
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on the eve of independence, the question of self

dependence was the most important concern of the political 

leadership of India. The ur9ency of the situation 

demanded preference to speedy completion of the projects 

already started and taking up such projects which could be 

. 2 
completed within a short period. To achieve quick 

results, development outlays were fixed according to 

the capacities of different states to spend and achieve 

physical targets. 3 Naturally because of this criterion 

already developed States got more favourable treatment. 

The gap between developed and underdeveloped Stat€s, thus, 

widened further. 

The Central Government came in a big way to build-up 

a self-dependent natiDnal economy. The selection and 

the location of the.projects, nevertheless, could not 

escape political considerations on many occasions. Different 

State competed among themselves to get those projects. 

In 1956, Bihar Government expressed its unhappiness over 

Central Government's decision to set up all the first 

iron and steel projects in public sector outside Bihar 

thuss 

The State Government is deeply disappointed 
over the fact that its suggestion regarding 

2 Thakur, B., Problems of Regional Development in 
a Developing Economy with Reference to India, 
in J. Mishra., ed., op.cit., p. 160. 

3 Ibid. 



the site of iron and steel plants in Bihar 
was rejected by the Centre(though it would 
have helped to have the cheapest cost of 
production there) and that the Government 
of India resolved to set up all the three 4 
iron and Steel plants outside the State.S 

16 

There were many other occasions on which the 

Government of Bihar felt that it was not given its due. 

A brief account of decision-1naking process at the Centre 

would help us to have better understanding of the fact 

that why Government of Bihar has most of the time failed 

to wrest even its most legitimate claims fxom the 

Central Government. The following passage describes 

it thus : 

Under the set-up of the present democratic 
planning, the decisions of the Central 
Government play a major part in the development 
of an industry. The different State Governments 
sponsor their case and that of their industries 
with the Central Government and impress upon 
it their requirements and views so that the 
industries in their states get necessary fillip 
and advantage for progressive development. It 
is here that Bihar Government is alleged by our 
(Bihari) industrialists to have failed to bring 
its weight to bear adequately on the Central 
Government. Either its views have not been given 
the hearing they deserved or it has not pleaded 
its case effectively •••• Due to this lapse the 
industries in Bihar are reported to have been 
adversely affected. 6 

4. These three iron and steel plants were set up 
at Durgapur (West Bengal), Bhilai (Madhya Pradesh) 
and Rotirkela (Orissa). 

5 Dr. Anugraha Narain Singh, Finance Minister, 
Government of Bihar, Budget f5eech 7.2.1956, 
Bihar Legislative ASsembly L rary Collection, 
Patna. P• 169. 

6 Prasad, K.N., op.cit., p. 39. 
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Many examples can be given where Bihar Government 

failed to convince the Central leadership. In December, 

1965, the Central Government decided to locate the 

sulphuric acid plant at Durgapur (West Bengal) • Bihar 

was not given the permiSsion to set up this plant at 

Sindri despite its persistent pleadings. In fact, 

Sindri was a more suitable place for the project. It 

is much nearer to Amjhore where pyrites deposits are 

available. There is already a super-phosphate factory 

at Sindri which is not running at its full capacity 

on account of the shortage sulphuric acid. It is getting 

merely 25-30 tonnes of the sulphuric acid daily against 

its total daily requirement of 100 tonnes. The above 

decision of the Central Government affected Bihar in 

two ways - firstly, it checked the possibility of emergence of' 

a fertilizer complex at Sindri and secondly, it forced 

Bihar to send its raw materials to another states and 

import finished goods from them as if it were a colony• 

though it could have easily set up a sulphuric acid 

plant itself.7 

Similarly, the~has been a persistent demand made 

by the State Government to set up a petro-chemical complex 

7 Ibid., PP• 39-40. 
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Qr Barauni. The Barauni refinery was set 

up in 1956. But till now the central Government did 

not agree to the proposal for setting up of a Petro

Chemical Complex. The Barauni refinery is processing 

about 33 lakh tonnes of crude naptha. 8 Naptha is an 

important feed-stock used in the manufacture of ferti

lizers and petro-chemical. But the bulk of naphtha 

produced at Barauni is sent to fertilizer units outside 

the State. Central Government has set up a complex 

in Gujarat at the cost of ~.360 crore based on the 

bye-product of the Baruani refinery.9 

It is, however, reported that recently the Central 

Government has agreed to the proposed for setting up an 

aromatic complex with an investment of around ~.600 

crores. 10 If this complex is set up, a number of down-

stream manufacturing units like plastic, detergent and 

synthetic fibres will follow. 

There is heavy Central investment in Bihar. But 

8 BITCO, op.cit., P• 232 

9 Ramdeo Sharma, MLA, Assembly Debates, op.cit., 
8.7.1976, P• 23. 

10 BITCO, op.cit., P• 232. 
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to 
it is mainly restrictedAhighly capital intensive large 

scale undertaking's which are confined to production 

of mineral and metallurgical goods e.g., coal, tr.3nsport 

equipment, heavy engineering, basic metal and alloy and 

non-metallic mineral products. As there are very few 

medium and small scale industrJes from Bihar linked 

to these large undertakings, the latter have hardly any 

spread-effect in the region. 

Trends in Financial Allocations by the Centre to 
states. 

In India, devolution of financial reso~rces from 

the Centre to States takes place on the basis of the 

recommendations of the Finance Corrunission and the Planning 

Commission. The Finance Commission is a statutory ad hoc 

body which is appointed every five years. It recommends 

before each Five Year Plan period the devolution of taxes, 

grants-in-aid for the revenue budgets. The recommend<:;tions 

by the Planning Commission, which is a non-statutory 

permanent body, are concerned with Central assistance 

to State Plans and assistance for Centrally-sponsored 

projects. This assistance is in the form of grants and 

loans. Besides, there is a third type of transfers also, 

commonly knovm as • discreticnary transfers • the quantum 

of which is fixed by the Central Ministries subject to 



20 

the approval of the Ministry of Finance. 

The policies adopted for the devolution of financial 

resources affected mdnly the poorer States 1 ike Madhya 

Pradesh and Bihar in different ways. Till the end of 

the11drd Five Year Plan \ 1961-66) the State were given 

assistance for· various schemes formulated by different 

ministries. The process by which the grants and loan 

components of the assistance were determined was more 

in favour of · financially stron.Jer states who succeeded 

to get a larger percentage of total assistance as grants 

by taking up a larger number of revenue account schemes. 

Thus during the Third Five Year Plan; the grant component 

out of total central assistance '"as 19'/o in the case of 

a poor state like Madhya Pradesh while it was 26% in the 

case of financially stronger State Maharashtra. 11 

To correct the anomaly in the Fourt Five Year Plan 

(1969-74) the system of blockloans and grants was introduced 

According to the new system e2ch State would now receive 

30% of the total central assistance every year as grant 

and the balance 7 O% as loan. 12 This system, which placed 

11 Zaidi, Naseem A. op.cit., ~"'P 171-76. 

12 Ibid. 
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the richer and poorer States on an equal footing, 

meant the over-burdening of the poorer States as they 

now received ,70% of the total central assistance in 

the form of loans Which they were in no position to 

repay. 

Upto the Third Five Year Plan the quantum of 

central assistance to states was decided in the light 

of the gaps in the resources of individual States in 

relation to the plan outlays decided upon. To bring 

some objectivity in the distribution of the assistance 

the National Development Council worked out a formula 

in September, 1968, known as 'Gadgil Formula•. 13 It 

sug9ested that the requirement of the 'Special Category 

States' should first be met out of the total pool of 

centrel assistance. The balance was to be distributed 

among the remaining States. By the Gadgil Formula 6~ 

of assistance was to be given on the basis of population, 

2~~ was to be distributed among the states with per capita 

income below the national average; 10;~ on the basis of 

ta~efforts and the remaining 10% was to be given 

special problems of individual States. 14 

13 Ibid P• 182 • 

14 Ibid. 

• 
Dtss 

338.954123 
" C3928 Po 
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But the Gadgil Formula suffered from four major 

defects, (i) since it did not provide any guidelines 

for the quantum of assistance to be given to special 

category States, a large part of the resources was 

drained off to areas which had low potentialities for 

economic development, (ii) there was negative correla~ 

tion of the assistance with per capita income of the 

States (iii) as substantial weightage (60%) was given 

to the population, the poorer States with low population, 

e.g., Madhya Pradesh, orissa, Rajasthan received compa-

ratively much lower share than the richer States with 

larger population, e.g., Mahara shtra; (iv) the 10% 

weightage given to tax efforts also penalized poorer 

States whose taxable capacity was extremely limited.15 

Bihar had to suffer particularly due to the second and 

the fourth defects of the fonnula. 

As far as special assistance is concerned, it is 

surprising that while the neighbouring States like Uttar 

Pradesh and west Bengal have been receiving special 

assistance under 'hill and tribal areas' scheme, Bihar 
has not been included for the assistance in spite of its hilly 

"and tribal 5ei~ of Chotanagpur and Santhal Paragana regions.1 6 

15 Ibid., P• 183. 

16 Sinha, H.K., Economic Backwardness, Causes and 
Remedy, in Sinha, R.K. Ed., Dyhamics of Economic 
Development in India: Economic of Poverty in 
Plenty, Deep arid DeeP Publications, New Delhi, 1986 

. P• 24. 
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Table -2:1 shows the allocation of per capita plan 

outlay to different States from the First Five Year Plan 

to the Seventh Five Year Plan. Among the 15 major States, 

Bihar received the lowest per capita plan outlay during 

the First (1951-56), Third (1961-66), Fifth (1974-79), 

Sixth (1980-85) and Seventh Five Year (1985-90) plans. 

I:Uring the Secon:~ { 1956-61), Annual Plans { 1966-69) and 

Fourth Five Year Plan (1969-74) it ranked 14th. The 

richer States like H2ryana, Punjab, Gujarat, Maharashtra 

have been enjoying maximum share in total Plan outlays 

in all Five Year Plans. The gap between per capita 

plan outlay of the relatively rich States and that of 

Bihar has steadily widened. Bihar's share in Plan outlays 

has always been much lower than all-India average of 

Per capita Plan outlays. State Government's helplessness 

on the issue of plan outlaysisevident in the following 

reporta 

Referring to the sickness in one of the major 
industrial complex he said that despite his 
best efforts he could not make Central Financial 
Institutions to arrange the fund for its revival. 
Financial Institutions refused to consider the 
matter as the unit concerned lost this credibility. 
This factor again created another problem for the 
Government of India to be convinced for larger 
allocation to Bihar during the Seventh Five Year 
Plan because the recovery position in the State 
had been in a very bad shape, taxes were not 
realized, etc. All these taken together created 



Table -'1·1 I ~CaQita Plan Outla~s i First Plan to Seventh Plan 

(Rupees) 

-·-·-·-·-·-·-·-·-·-·-·~·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·--·-·-First Second Third Annual Fourth Fifth Sixth Seventh 
Plans Plans Planss Plansa Plans Plans 1979- Plana Plans 
_1951-56 1956-61 1961-66 1966-69 1969-74 1974-79 80 1980-85 1985-90 

r "2 - 3- 41 5 5 7 g ~ 

MAJOR STATES 

Haryana * * * 91 358 481 176 1, 385 1, 871 
Punjab 175 146 212 90 316 531 155 1,179 1,685 

Gujarat 58 76 108 84 204 376 115 1,073 1, 485 
Maharashtra 37 57 103 83 199 372 121 983 1,434 

. Madhya Pradesh 34 48 84 44 114 254 87 687 1,146 
Tamil Nadu 28 57 98 71 134 201 63 651 1, 063 

Orissa 56 54 120 60 113 207 72 536 897 
Assam 29 57 103 61 136 190 78 626 850 

Andhra Pradesh 33 52 91 58 98 236 79 584 841 
Uttar Pradesh 25 32 72 53_, 132 237 62 535 8C3 

Karnataka 46 62 100 10 128 276 81 614 799 
Kerala 31 49 101 73 156 224 61 578 727 

Rajasthan 39 53 97 56 120 237 80 577 718 
West Bengal 54 48 80 39 82 200 82 600 653 
Bihar 25 40 67 40 85 155 51 456 626 

Others 
Sikkim * * * * • 1,163~ 596 4,067 5, 750 
Nagaland * * 280 400 747 1, 359 326 2,625 4,000 

Meghalaya * * * * 358 705 254 1,679 2, 750 
Manipur 17 86 100 72 290 646 221 1,500 2,529 

-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·~ 
N ... 

Table -2·1 contd •••• 



Table -"2..·1 contd •• 

-·-·-·-·-·-·-·-·-·~·~·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·~·-·~·-·-·-·-·~·-·-·-·-·-·-·-·-·~·~·-·-·-· 
1 2 3 4 5 6 7 8 9 

Himachal Pradesh 21 
Jammu & Kashmir 39 
Tripura 21 

64 
71 
94 

127 
166 
156 

119 
152 
82 

328 
351 
223 

467 
603 
320 

170 
197 
133 

1, 273 
1,429 
1, 114 

2,100 
1, 918 
1, 760 

All States 38 51 92 61 142 262 85 687 1, 026 

-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·~·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·~--·-·-·-·-·-·-·-·-·-

NOTESs *Was not a State during.this period 

8 Relates to period 1976-78 

Ranked by last column. 

SOURCES s 1.For columns (1) to (6) : D.T. Lakdawala, "Plan Finane s in a Federal 
Economy", the Dr. v.s. Krishna Memoraial Lecture, Visakhapatnam, March, 1979 

2.For column (7) and (8) : worked out by CMIE based on the 1981 Census 
population. 

3.For column (9): Worked out by CMIE based on the est~ated population as on 
1 March, 1988. 

Taken from s CMIE, Basic Statics Relating to the Indian Economy, Vol.2 : States, 
(Sept. 1988), Table 14.16. 



a lot of problems for him to convince the 
Planning Commission for greater allocation 
at par with the industrially advanced States • 
•• they (The Planning Commission) had an 
apprehension that the Government would not 
be able to recover the loans sanctioned. 17 

26 

Similarly, Table-2·2.Shows the per capita Central 

Assistance from the First Five Year Plan to the Sixth 

Five Year Plan. Among the major States, Bihar ranked 

14th, 13th, 12th, 10th and 12th during First, Second, 

Third, Fourth and Fifth Five Year Plans respectively. 

However, when during the Sixth Plan, special drives were 

taken for the backward States Bihar clim'Qed upto the 

6th position. For the first time, Bihar received a 

per capita/Central Assistance (~.224) more than the 

national average {~.208). The disappointing low per 

capita Plan outlay and Central Assistance forces the 

State Government to cut many of its proposed development 

projects. Thus with every Plan Outlay and Central 

Assistance the gap between the richer States and Bihar 

is further widened. 

The Government of Bihar had been persistently 

complaining over its very low share in the financial 

17 Annual Report of the Committee of the Bihar 
Chamber of Commerce (BCC) for 1984-85, p. 38. 



Table -"1·2 : Per Ca~ita Central Assistance 

(:In Rupees) 

-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·~·-·-·~·~·-·-·-·-·-·-·-·-·-·-·-·-·~·~·-·-·-·-·-·-Ist Plan 2nd Plan 3rd Plan Annual 4th Plan 5th Plan · 
STATES 1951-56 1956-61 1961-66 Plan 1969-74 1974-78 1978-79 1979-80 6th Plan 

1966-69 1980-85 

~--·~·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·~·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·--·-· 
Andhra Pradesh 19 

Bihar 5 

Gujarat 19 

Haryana 

Karnataka 23 

Kerala 17 

Madhya Pradesh 22 

Maharashtra 14 

Orissa so 
Punjab 152 

Rajasthan 36 

Tamil Nadu 14 

Uttar Pradesh 13 

West Bengal 40 

Source = 

28 58 40 53 75 47 

19 44 29 57 65 39 

26 so 31 57 73 24 

51 75 100 51 

30 63 40 56 70 28 

24 68 45 79 86 44 

31 63 38 60 65 37 

20 40 24 47 49 31 

40 74 40 70 103 47 

84 114 52 72 98 36 

31 76 50 81 90 35 

29 53 31 47 77 34 

17 46 33 61 80 45 

22 42 27 48 51 43 

Compiled from Planning Commission Reports and Finance 
Commission Reports by the Planning Department., Govt. 
of Bihar, May, 1984. 

39 208 

34 224 

30 225 

35 234 

27 184 

33 202 

35 243 

28 174 

59 301 

27 221 

35 243 

25 161 

38 218 

28 154 
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transfer made by the Centre. But it is ironical that 

on many occasions the State Government has been too 

inefficient to utilize even those meagre central outlays. 

This is evident from the fact that the State Government 

surrendered to the Central Government 16% of the total 

Central Plan Outlays in 1966-68 ; 11% in the Fourth 

Five Year Plan and 33% in the Fifth Five Year Plan.1 8 

Policy of Frei~ht Equalization; 

The Central Governments Industrial Policy of 1948, 

which was subsequently revised in 1956, aimed at promoting 

balanced industrial development of all regions in the 

country. The Freight equalization policy was one of the 

important measures taken in this direction. It sought 

to make basic industrial raw materials, viz; coal and 

steel available to the induStries all over India at 

uniform freight rates. 

The original motivation for introducing 
freight equalization was to promote industrial 
development of areas, located further away from 
major sources of raw materials and production 
centres, in an effort to promote balanced regional 
development. From this point of vie'\', freight 
equalization wos c:onfinedto industrial commoditiEis •19 

18 Chaturanan Mishra MLA, Assembly Debates op.cit., 
6 • 7 • 197 9 e 1 P • 7 e 

19 Report of the National Transport Policy Camnittee, 
Planning Commission, Government of India, New Delhi, 
1980, P• 114, quoted by Pandit, M.L., Industrial 
Development in the Punjab and Haryana, B.R. Publishing 
Corporation, Delhi, 1985, p. 112. 



This policy has some major implications for 

Bihar which is rich in coal and iron ore deposits. 

Before this policy came into existence, the industries 

based on coal and steel had to be set up closer to the 

coal mines and steel plants so as to minimize transp-

ortation costs. Location of such industries would have 

gre3tely promoted various ancillary industrial activities 

around the place. But due to the policy of freight 

equalization Bihar lost its relative locati::mal advantage. 

Such industries were now set up in industrially advanced 

States which offered better infrastructural and market 

facilities. A study on this policy has illustrated its 

ill-effect on Bihar thus; 

The freight rate for a ton of steel from 
JameShedpur to Bombay was ~.120 and to 
Howarah ~.30 only. The Railways, however, 
decided to equalize the rate at ~.75 per 
ton in 1956. Most of the iron and steel 
consumed by the industries in Bihar are dis
tributed from the Calcutta Yard. As a result 
of this policy alone, the price of steel in 
Bihar increased by ~.45 per ton. So, too, 
with coal. In the case of coal besides the 
freight rate, the policy of restricting the 
allocation of Railway wagons to points below 
a certain minimum distance virtually eliminated 
the movement of coal within Bihar by rail 
transport. Since Bihar does not have a good 
road system, the transport of coal by road 
remained a very poor subStitute for rail 
transport. Consequently, coal became costlier 

2 and sometimes even scarce to industries in Bihar. 0 

20 Hajra, s. Bihar and Punjab - A Study in Regional 
Economic Disparity, Economic and Scientific 
Research Foundation, New Delhi-1., p. 3. 
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This policy adversely affected Bihar's industrial

ization in yet another way. In the absence of an extensive 

railway network all over the State, a large part of Bihar 

could not avail at the facilities offered by this policy. 

For example, North Bihar Which constitutes 29.53% of 

the total area of Bihar has no mineral resources of 

its own. An efficient railway network, would have made 

it possible to set up industries in this area based on 

mineral resources of the Chotanagpur region of the State. 

But at present there iS only one railway bridge which 

is at Mokamah over the entire length of the Ganga which 

flows CNer a distance of 460 kms in Bihar. In the absence 

of an extensive railway network, most of the trAnsportation 

is done by road which means that coal and steel are much 

costilier in Bihar itself than other distant plac:.~s 

linked with railway network. 

The Government of Bihar has repeatedly demanded 

for either phasing out the policy of freight equalization 

or extending it to other raw materials like cotton. This 

view has been shared by other eastern States as well. 

If the policy is to be retained in the national interest 

then economically backward States like Bihar should be 

adequately compensated. The Marathe Committee on Inter

Ministerial Group on freight equalization, 1977 and the 
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Pande Committee on National Transport Policy advised 

~gainst the extending freight equalization to raw 

cotton. The matter of freight equalization is pending 

21 with the National Development Council. 

Issue of Royalty 

Among all Indian States, Bihar is the largeSt 

producer of minerals. Minerals like Copper, Iron, Pyrite, 

Beryland Graphite are exclusively found in Bihar. 75% 

of Kyanite, 35% of Iron Ore, 33% of Coal and Mica and 

50% of Bauxite are found in Bihar. 

Table-~)shows trends in the productio~ of principal 

minerals in Bihar, and table-4 shows the statewise 

contribution to National Income from mineral sector. Table-9.:'3 

shows the massive increase in production of the three most 

important minerals of the State viz., coal, iron Ore and 

Coppe between 1951 and 1983. However, the value of mineral 

production in Bihar as percentage to India has shown a 

downward trend as is clear from Table-2•4.Inspite of decline 

in its share, Bihar continues to be the principal mineral 

{excluding oil) producing State in the country, with 

14.8 per cent contribution to the national income in ~984-85. 

21 Bhagwat Jha Azad, Chief Minister, Bihar, Hindustan 
Times, Patna, Dec. 22, 1988, P• 13. 



Table-i.-)s Production of Principal Minerals in Bihar, 1951-82 

Mineral Uni t.s 1951 1956 1961 1966 1968 1974 1977 1978 1980 1981 1982 1983 

Apatite •oootonnes - 9 20 13 p 8 3 NA NA 

Asbestos '000 .. p p p p 6 2 20 3 ].5 1.5 1.4 

Bauxite lakhs " p 1 2 4 5 3 6 5 4.5 6 6 5.9 

Chromite •ooo .. 3 3 5 p 0.6 0.3 0.6 0.6 0.2 

Coal Million 11 20 27 7 2 35 41 42 44 51 53 53 
tonnes 

Copper Ore lakh ton 4 4 4 5 5 2 13 11 1'1 12 13 13 

Dolomite •ooo " 4 9 12 p 147 69 153 172 188 240 

Felspar •ooo •• 1 p p 4 1·1 o.2 0.1 o.4 

Fireclay lakh • 1 2 2 2 2 1-9 2.1 2.7 2.5 1.7 

Iron ores !akh .. 18 19 29 54 57 56 59 64 51 69 72 69 
Kyanite •ooo " 39 20 27 54 64 34 23 17 20 18 20 20 

Limestone lakh • 13 16 20 22 22 25 23 24 24 23 23 21 

Manganese 0 re lakh " p p p p p p p 0.4 0.4 0.1 0.4 0·01 
Hica Crude 3000 .. NA 1:5. 14 13 9 6.4 SiS 5.7 4.6 4.9 4.9 4.7 

Mica Waste 3000 .. NA NA NA 1 1 1 2.2 2.8 2 ·1 3.4 2 .3 2.0 

Ouartzs 3000 .. 15 4 48 24 48 so 65 ':43 28 10.1 NA 10.6 
c.tuartizite 
Statite 3000 .. 3 6 6 5 5 2 6 4 6 7.3 7.7 4.0 

Pyrites 3000 .. 1 14 35 31 57 83 72 56 53 

p = Production below half the units. 
Source = Indian Bureau of Mines. Dhanbad; Taken from Selected Plan 

Statistics 1956, Bihar State Planning Board, Patna. P• 218. 

w 
{\.) 



Table-'"(:4 : St2te-~ise Contribution to National Income frQm Mining Sectora 
1960-61, 1970-71, 1980-81, 1981-82 to 1984-85 

(At current prices Rs.crores) 

1960-61 1970-71 1980-81 1981-82 1982-83 1983-84 1984-85 -"share 
1960-61 1984-85 

MAJOR STATES 129.62 333.83 1t534.76 2.:444.40 3,231.25 4,780.33 5~ 5]4-54 2.2.d. ~ 
Andhra Pradesh 6.32 14.84 81.79 123.10 144.83 148.14 171.95 4.7 3.1 
Assam 3.31 18.79 30.38 206.54 269.03 506.19 498.85 2.5 9.0 
Bihar 48.41 106.58 ' 480.36 599.06 722.14 705.41 824.73 36.1 14.8 

Gujarat 1.67 20.13 7o.ss 160.31 190.67 380.52 418.28 1 .2 7.5 
Haryana (a) 1.31 1.93 5.47 7.27 9.20 9.47 o.2 
Karnataka 5.87 8.62 38.58 35.91 57.34 64.15 79.02 4.4 1·4 

Kerala ].53 1 ·11 3.09 4.23 5.40 5.55 7..06 '1•, 0.1 
Madhya Pradesh 16.36 48.45 259.46 330.96 405.19 455.19 567.01 12.2 10.2 
Maharashtra 4.07 8-37 59.07 67.82 90.67 99.09 142.19 3.0 2.6 

Orissa 7.31 18.21 79.57 95.43 1~0.14 136.80 161.34 5.4 2.9 
Punjab 0.14 0.48 Oe12 0.12 o.12 0.12 0.12 o.1 Neg. 
Rajasthan 4.45 10.85 87.91 114.72 124.48 179.17 198.78 3.3 3.6 

Tamil Nadu 1.]6 13.07 5o.11 .- 67 .sa 81.64 44.71 53.53 o.g 1 .o 
Uttar Pradesh 1.67 9.65 22 .go 72.62 115.68 89.99 99.48 1 .2 1.8 
West Bengal 27.35 53.37 169.05 213.87 240.43 243.19 298.57 20.3 5.4 
Bombay High 99.89 346.66 659.22 1712.91 1984.16 35.7 
(Offshore) 

All India 134.44 342.71 1557 .o6 2, 480.77 3,274.24 4,814.95 5,563.49 100.9 100.00 

a) Included in Punjab 

SOURCE 1 CMIE, Basic Statistics Relating to the Indian Economy, 
Vol.2 : States, (Sept, 1988), Table 3.2 

V-) 

u.J 



In minerals like coal, iron, copper, silver, kynite, 

mica and pyrites, the State has a major share in total 

production of the country. (f\PlJU"HJ.i)\-lU) 

Despite its large share in total production of 

minerals, Bihar has been getting a ;-linimum profit share 

in the production of coal, crude iron, copper ores and 

other types of minerals. These minerals are though 

located in Bihar are managed and administered by the 

Central Government. This discrepancy between the high 

contribution and low profit needs the highlighting 

up the basic issue of the fixation of royalty. 

Before 1950, the State's land revenue administration 

wGs responsible for framing rules and regulations regarding 

mines and minerals and the royalty \vas used to be fixed 

by the Zamindars. But Schedule 7 of the Constitution 

(of 1950) empowered the Parliament to make laws regarding 

mines and minerals. Under the Mines and Mineral Regulation 

and Development Act, 1957, the Central Government has 

taken away the right of royalty fixation on important 

minerals. AS a result the State Government has been left 

with very unimportant mineral resources like sand, brick 

kiln, stone chips, etc. The State Government wants that 
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the Act should be amended so th,:Jt the State Government 

. 1 h . 1 22 can 1mpose ess on t e m1nera s. 

The revision of the royalty rates (under the Act 

of 1957) should be done every four years. However, it 

has been found that many a times there has been delay. 

The royalty rates on coal was not revised even though 

five years had already passed since 1.8.1975,23 and 

even then, the criteria fixed for the royalty have not 

taken the interest of Bihar properly. In the present 

study we shall take the cases of four principal minerals 

namely coal, copper, iron and mica. Emphasizing the 

p1 ight of the State, Dr. Jagannath Mishra said: 

Till 1971, the royalty rate of coal used to 
be dete.onined on the basis of price. But from 
March 1, 1971, onwardsit iS determined on the 
basis of weight. Therefore, the State continue 
to lose the profit accruing from the rise in 
the coal-price. 24 

Ti 11 1971, royalty on coal was 5 per cent of its 

total price. Thereafter it continued to be determined 

22 Bhagwat Jha Azad, op.cit., p. 13. 

23 Dr. J. l1ishra, Chief Minister of Bihar, Budget 
Speeches, 1980-81, 1 ~0 June, 1980, p. 514• 

24 Ibid. 



on the basis of weight nevertheless the royalty 

rate never exceeded beyond 5% of pit head value. 
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The Government of Bihar's repeated requests to raise 

the royalty rate to 10% on an average, have not been 

paid attention by the Central Govern~ent, and it 

continued to be stagnant till 1977. Presently it is 

even lower than the earlier five per cent. This re~ised 

rate amount to 3.5 per cent. The Government of India 

has revised the rate of royalty of all major minerals 

except coal in May 1987. The revision of the rate of 

coal has become overdue since February, 1985.25 Bihar 

has to bear the loss of crores of rupees due to negligence 

of the Central Government in revising the royalty rate 

on the basis of the price of coal. 

It may be mentioned that Central Government has 

been adopting dual policy in respect of oil producing 

States on the one hand and coal producing States on the 

other. The royalty on crude oil was ~.61 per ton, whereas 

on coal it was 5.3Q(average) per ton. It implies thdt 

royalty on crude oil was 12 times more than that of coal 

but the valuable colorie price crude oil is merely two 

25 Bhagwat Jha Azad, op.cit., p.16. 
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26 times more than that of co~t • Thus, coal deserves 

more royalty not only because it is consumed by the 

large masses of people but also its utility value in 

comparision to oil is not very less. Therefore, the 

Act of 1957 should be amended in such a way that the 

royalbJ of the coal is based on its value of price and 

not on tonnage. Otherwise as the prices of coal increases 

the revenue from royalty becomes stagnant. 

In the production of copper also, Bihar is getting 

much lesser amount of royalty from the Central Government, 

tha n what it deserves. Since copper ores are not sold 

on the basis of pits mouth, the royalty is also determined 

on the basis of finished copper. Between 1968 and 1978, 

the increase in the royalty rate of Copper(during revision) 

was 25%(i.e. from ~.3.25 to ~.4.00 per unit percentage 

copper per tonne); whereas the price of copper had already 

ir~reased by 250 per cent •. The State Government's demand 

to fix the royalty rate of copper at ~.6.00 which was 

5 per cent of the cost of production at 1978 prices, 

was not accepted by the Central Government. Even the 1987 

revision of the royalty rate has been inadequate to meet 

the justicable demand of Bihar.27 

26 Atmanand, ~~neral Wealth of Bihar in Shaibal 
G.tpta and Alakh. N. Sharma, ed., Bihar Stagnation 
or Gro\\•th, oo.cit., p. 310· 

27 Ibid., P• 311. 
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Bihar produces more than forty per cent of iron 

ores in India. It occupies the second position in 

generating royalty income to the State. Earlier there 

was a provision in the preceding mineral rules that 

royalty could be obtained at the rute of 20 per cent 

of its pits mouth value, but subsequently it was removed 

from the rule itself. The Central Government has been 

following a differential royalty rate in different 

categories of iron ores, without considering the cost of 

production; which on the one hand makes it difficult 

for the State Government to collect royalty, and on the 

other hand causes less to the State e :xchequer due to 

faulty structuring of royalty. For example, there has 

been a tendency to crust lumps into fines in the use of 

production of iron and steel, becat.se of royalty rate on 

fines is less in comparision to lumps and the modern 

steel industries consume more of fines than lumps. 

Therefore, re-evaluation of royalty rates considering 

the difference in cost of production and maint2ining an 

uniform rate for all categories of iron ones is needed. 

In the case of mica too, the State has to suffer 

severe losses due to the present policy of the Central 

Government in not maintaining uniform criterion in 

royalty fixation. 



Thus, following conclusions may be drawn from 

the above facts on the issue of royalty -

i) The structure of royalty rates has not been 

viable so as to protect the interest of the 

State. Contrarily it went against the State's 

economic condition; 

ii) The re-evaluation of royalty rates has taken 

place after a gap of four years, which is too 

much in the face of rising inflation. It must 

take place after two years. 

Role of Banks, 
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Commercial Banks play a very important role in 

industrialization of a region. They provide working 

capital to the needy entrepreneurs. A gen~al complaint 

made against the banks by the local entrepreneurs in 

Bihar is that while the banks have been very successful 

in deposit mobilisation, they have not been enthusiastic 

about credit disbursement here. This is reflected in 

the low Credit-Deposit (C-D) ratio of the banks in Bihar. -rhe.. 

C-D ratio has either been stagnant at a low level or has 

declined over the years as shown in Tabl~6. The C-D ratio 

in Bihar was 34.9% as against 90.7% in Karnataka and 60.8% 

in India in 1987. The decline of the C-D ratio in Bihar 



Tabl~-6 I }Jeoosi ts and Credit of the Public Sector Banks1 1969,198Q 
.s~ng l~87. 

(As at June-end) 
(Rupees crore) 

State/Union 
Territories 

D!imQSitS Credit Credits De12QSit (Ranked by Raito 
deposits in 1969 1980 1987 1969 
1987) 

1980 1987 1969 1980 1987 

MAJOR STATES 

Maharashtra 903 5,614 16,956 911 4, 340 13,183 100.9 77.3 77.7 
Uttar Pradesh 337 2,919 10,289 154 1,255 4, 512 45.7 43.0 43.9 
West Bengal 456 3,287 9, 549 526 1,985 4, 558 115.4 60.4 47 .a 

Gujarat 401 2,386 6, 581 195 1,234 3,612 48.6 51.7 54.9 
Tamil Nadu 233 1,936 5,820 311 1, 744 5, 61-5 133.5 90.1 97.7 
Punjab 185 1,694 5, 758 so 652 2, 437 27.0 38.5 42.3 

Andhra Pradesh 121 1, 611 5, 596 122 1,135 4,296 100.8 70.5 76.5 
Bihar 169 1, 355 4,895 52 561 1, 709 30.8 41.4 34.9 
Karnataka 188 1, 519 4,628 143 1,195 4,195 76.1 78.7 90.7 

Madhya Pradesh 107 1, 055 3,859 63 542 2,324 58.9 51.4 60.3 
Kerala 117 954 3,369 77 652 2,152 65.8 68.3 63.8 
Rajasthan 74 647 2, 447 38 434 1, 523 51.4 67 ·1 62.2 

Haryana 49 555 2, 017 23 365 1, 221 46.9 65.8 60.5 
Orissa 29 344 1, 227 15 195 1, 008 51.7 56.7 82.2 
Assam 33 319 1,156 13 126 ::s96 39.4 39.5 51.5 

All India 3,897 30,245 97,663 3035 20,236 59,410 77.9 66.9 60.8 

Source = 01IE, Basic Statistics Relating to the Indian Economyl. 
Vol.2 1 States (Sept. 1988), Table 13.10· 

~ 

c 
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from 41•4% in 1980 to 34.9% in 1987, despite a big 

rise in the volume of deposits (from ~.1355 crore to 

~.4895 crore) has been attributed to the 'poor credit

absorption capacity • of the State by the commercial 

banks. According to Mr. N.G. Pillai' 

The C-D ratio is one of the many factors 
responsible for industrial development. 
But credit deployment should be preceded 
by development of infrastructure, availa
bility of powe~ transport etc. But 
unfortunately these factors are absolutely 
underdeveloped in the State. And until 
these develop, the credit, absorption 
capacity cannot be increased. 28 

Pillai further said that there has been a decline in 

viable proposals submitted to the banks. 

The term lending financial institutions like the 

Industrial Development Bank of India (lOBI), the Bihar 

State Credit and Investment Corporotion Limited (BICICO), 

the Bihar State Finanacial Corporation(BSFC) held the 

commercial banks as one of the many factors responsible 

for the sickness of industries, as they do not give 

proper and adequate working capital in time. However, 

the commercial banks, while confessing the delays due to 

procedural formalities, claim that they cannot give credit 

28 N.G. Pillai, Chairman, State Bank of India, 
Hindustan Times {H.T.), Patna, Dec. 26, 1988 
P• 14. . 
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without proper examination of marketability, credit 

protection measures and the proSpects of recovery. 

It is true that the infrastructure is poor in 

Bihar. Nevertheless, there is no reason why the commer

cial banks cannot extend loans for the development of 

infrastructure for that the bank will have to take up 

the decisions flexibly considering regional needs. When 

asked about thiS, Pillai said, ''The policy of the 

Government or the Reserve Bank of India {RBI) is to 

ensure protection of credits ••••• The credit policy is 

designed to ensure balanced regional growth. But the 

credit given must be adequately protected. After all 

our banks are national banks and we cannot frame policy 

on the basis of regional considerations." 29 

Apart from the above factors lack of co-ordination 

among different agencies like the finance ministry, the 

Reserve Bank of India, the Commercial Banks and different 

term leading institutions, is also responsible for low 

C..D ratio. 

29 Ibid. 
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Role of All India Financial Institutions; 

one of the major factors, that helps in the 

industrial development of any area is the role played 

by the All India Financial Institutions like the 

Industrial Development Bank of India (IDBI), Industrial 

Finance Corporation of India (IFCI), Life Insurance 

Corporation (LIC), General Insurance Corporation (GIC) 

and Union Trust of India (UTI). They help the regional 

financial institutions by providing refinance against 

loans, and through investments in different projects. 

In the case of Bihar, these institutions have adopted 

a step-motherly approach over the years as becomes 

clear from Table~~ while Maharashtra received 16.6% of 

the total assistance disbursed by these inStitutions, 

Bihar had to rest content with only 2.2% during 1986-87. 

All-India Financial Institutions• apathy towards Bihar 

is also obvious in the following accounta 

Besides, among the top 50 industrially backward 
districts specially funded by the financial 
institutions, there is not one single district 
from Bihar, though Bihar otherwise has some 
of the most backward district. A partial 
explanation for this situation is that backward 
districts in Bihar are ill placed to sustain 
industrial investment/activity of the nature 
and scale Which interest industrial enterprises 
for financial institutions. Part of the expla
natiuns also lies in the lack of projects 
specific to Bihar's backward district emanating 
from private/public sectors of the stat~ 30 

---····- -·· .... --- ------····-~ 

30 Jain, L.C., Strategies for IndUstrialization of 
North Bihat, IDBI Seminar~ Patna. 1988. on.~it. n.1n. 



Table -2·7 : Distribution of Assistance Disbursed by All-India Financial 
Institutions: During 1974-75, 1980-81 and 1986-§2 

~~·-·-·-·-·-·-·-·-·-·-·~·-·-·-·-·-·-·-·-·-·-·-·-·-·-·- _ (~. Crores) STATES • ·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-
Disbursement % to total 

197 4-7 5 1980-81 1986-87 197 4-7 5 1980-81 1986-87 

~OR ~ATE§ 

Andhra Pradesh 11.38 83.44 362.94 3.2 s.8 7.4 Assam 10.54 4.81 44.55 3.9 0.3 0·9 Bihar 9.88 28.33 106.32 2.8 2.9 2.2 

Qljarat 44.10 169.43 695.96 12.5 11.9 4.0 
Haryana 6.85 31.26 130.39 1.9 2.2 2.7 
Karnataka 35.46 127;~ 17 299.71 10.1 8.9 6.1 

Kerala 9.21 45.00 106.42 2.6 3.1 2.2 
Madhya Pradesh 4.63 44-10 245.09 1.3 3.1 5.0 
Maharashtra 75.16 317.77 810.20 21.4 22.2 16.6 

Orissa 6.56 31.56 148.32 1.9 2.2 3.0 
Punjab 6.64 49.31 146.97 1·9 3.4 3.0 
Rajasthan 5.99 76.33 225.49 1 .7 5.3 4.6 

.Tamil Nadu 46.24 153.23 445.68 13.2 10.7 9 ·1 
Uttar Pradesh 27.23 108.42 570-46 7.7 7.6 11.7 
West Bengal 32.17 89.26 268.73 9.2 6.2 5.5 

-·-·-·-·-·~·-·-·-·-·-·-·-·-·-·-·~·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·--~·-·-·-·-·-·-·-·-·-
All India 3 51 • 52 1 , 429. 37 4,879.93 100.0 100.0 100.0 

Data covered heee related to IDBI, IFCI, ICICI, LIC, UTI and GIC. 

Note : With the setting up of Export-Import Bank (Exim Bank), the export finance 
operations of IDBI were transferred to EximBank with effect from I March, 1982. 
Thus the all institutions figures given here include the export finance figures 
of IDBI upto the year 1980-81 but exclude them for/upto the year 1986-87. 

Source: CMIE, Basic Statistics Relating to the Indian Economy, 
Vol.2: States (Sept. 1988), Table 13.25. 
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The IDBI, as an apex organization is expected 

to provide refinance against loans granted to industrial 

concerns by other development banks like the IFCI, the 

State Financial Corporations (SFCS) etc. and rediscount 

their machinery bills. It also subscribes to the share 

capital and bond issues of the IFCI, the ICICI, the SFCs etc. 

As a coordinator at the national level, one of the most 

important function of the IDBI iS to ensure regional 

industrialization. But where its performance in Bihar 

is concerned has been far from satisfactory. The per 

capita assistance disbursed by the IDBI till June 1988 

in Bihar has been merely ~.65.31 as against ~.301.68 

for All-India. It is clear from Table)a that the cumulative 

assistance disbursed to small, medium and large sectors 

in Bihar till June 1988 was merely 2.21~ of the total 

assistance in India. Table29 gives a comprehensive 

picture of the IDBI in Bihar in relation to India. Bihar 

gets only 1·59% of the total direct assistance of India 

from IDBI. The direct assistance to backward areas in 

Bihar has been merely o.S~Io of that of All-India. This 

also reveals the lack of genuine interest of the IDBI 

in uplifting the backward areas of the State. 

The IDBI, by issuing a list of in eligible industries 

for refinance from time to time hinders regional industri-
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Table -c8 1 Cumulative ASsistance Disbursed to 5mall, Medium 
and Large Sectors till June, 12~-

Sectors India 

Small 

Bihar 

(Rs. Crores) 

Bihar as per 
cent of India 

Medium and Large 

6613.6 

14060.3 

203.9 

252.6 

3.08 

1.80 

20673.9 456.5 2.21 

source 1 HindUstan Times, Patna, December 26, 1988 

Table ~·9 ' ASsistance by IDBI till June( 1988 

(Rs. Crores) 

Name of the •Total ASsistance •ASsistance disbursed to 
Scheme • Disbu :rsed •Backw~rd Areas 

•India Bihar Share ol• India Bihar Share of 
Bihar (%) Bihar(%) 

-·~-~-~·-·-·~-~J~.-·-·-·-·~·~·-·-·-·~·-·J·-·~--·~·-·-·-·~·~·-·~·~·-·~·-
A. Direct 

Finance 
Sc:hmt~§ 

i) Project 6842 104 1.52 3943 20 0.50 
Finance 

ii) Bill 491 85 1. 70 671 6 0.99 
Counting 

iii) Technical 152 2 1·30 24 1 4 ·1 
Dev. Fund 

iv) Total 11985 191 1.59 4639 27 o.58 

B. Refinance 8689 266 3.06 4431 124 2.99 Scheme 

c. Total 20674 457 2.21 9070 151 1.70 
-·~--·~·~·-·-·-·~·~···-·-·-·-·-·-·-·-·-·-·-·~·~·-·-·~·~·-·-·-·-·-·-·-Source , Hindus tan Time,!, Patna, Dec. 26, 1988 
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alisation to a great extent, as this list does not 

necessarily concur with the Industries Department's 

banned list. To take an example, the current list of 

the banned industries of the IDBI includes items like 

baby food, beer, wine, alcoholic spirit, LPG cyclinders, 

alchol gased on chemicals, etc which have a great 

potential in Bihar. 

Further, the IDBI 1 s sanctioning of loans to the 

State Financial Corporations like the BSFC and the 

BICIOO depend on the prognosis of recovery of past per

formances, which is poor in States like Bihar. This 

is primarily because most of the ancillary industries 

donot enjoy proper patronage of the large public and 

private sector industries. Therefore the quantum of 

loans sanctioned by the Bihar State Financial Corporation 

is very limited. This is another big hindrance to Bihar's 

industrialisation. 

Although the sanct.lon and the disbursement of loans 

by the BSFC and the BICICO has been increasing over the 

year (Tabl~·10), the industrialists did not get proper 

benefits, because of the delays in sanction and disbursement 

of assistance. Also, the refinance limit to which the 

BSFC and the BICICO are eligible are low at ~.60 lakhs 

and ~.90 lakh, respectively. Since the BSFC and the BICIOO 



YEAR 

1983-84 

1984-85 

1985-86 

1986-87 

Table -L·10 1 

Sanction 

3367 

4941 

6250 

9000 

48 

Sag~gj and Disbursement of Tem Loa~ 
~£a ~Ihar State Financial Co;porat~n 
a Bihar State Credit and Inyestment 
Corporations-

BSFC 

Disbursement 

1575 

2092 

3200 

5000 

(Rs. in lakhs) 

BICICO 

Sanction 

651 

1062 

1634 

1880 

Disbursement 

602 

442 

760 

1200 

Source a !;!indus tan Times, Patna, Dec, 26, 1988 
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are not autonomous in policy-framing, and are dependent 

solely on the IDBI, the neglect of the interest of Bihar's 

industrialisation has little change of being corrected. 

sometimes, first generation enterpreneu~s growing 

from small scale to medium find it very difficult to 

fulfil 1.5% debt-equity ratio set by the BSFC and BICICO, 

Which is much h~gher than the IDBI guidelines. 

Thus while the role of the IDBI has not been found 

to be thut of a catalyst in Bihar's industrialisation, 

the lack of clear cut policy of the State Financial 

Institutions also hampers the process of industrialization. 

Mr. M.R.B. Punja, Chainnan, I.D.B.I. once told that 

Bihar had a meagre share of only 3% in the Industrial 

Development Bank of India for Which the State Government 

was to be blamed. He added that the State Government did 

not sanction the matching grant to the State Financial 

Corporation and as such, IDBI was not in a position to 

release the fund to the Financial Corporation. He was 

very critical about the slow recovery and disbursement of 

loan by the Bihar State Financial Corporati8n. 31 

31 Annual Report of the Committee for the Bihar 
Chamber of Commerce for 1983-84, P• 10. 
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The Issue of Industrial Licensing 

One of the major stumbling blocks in the way of 

industrial development of Bihar is the Central Government's 

policy and its implementation of industrial licensing, 

as envisaged in the Industries (Development and Regulation) 

Act, 1951. As regards the grant of licences for new 

industrial units, the Central Government's policy is not 

to grant licences for new industrial units if the installed 

capacity of the existing units satisfies the total require

ment of the country. How this policy affected industries 

in Bihar is illustrated in one of the Annual Reports of 

the Bihar Chamber of Commerce thuss 

••• while there were about 130 re-rolling mills 
in the country, there was none in Bihar which 
supplied raw materials to other States. It 
was estimated that consumption of building 
materials in Bihar produced by the re-rolling 
mills was about 300 tonnes per month and all 
of it was imported from other States. It was 
not understood Why the Central Government was 
persistently refusing permission, since Bihar 
could produce them at much cheaper cost due to 
low co t of transport of raw materials for a 
mill located in Bihar. 32 

The net result of the licensing policy is that 

Bihar has to supply raw materials to other States and 

import their finished goods. This is a major handicap 

in the way of industrialization. 

32 Annual Report of the Canmi ttee of the BCC 
for 1952-53,_ P• 13· 
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The centralised issuance of licences from New Delhi 

has hampered the development of industries in the State. 

Although the Act of 1951 identified only limited industries 

that were of vital and national inportance to be put in 

the first schedule. During the last forty years this 

act has been amended several times and more and more 

industries have been added tothe first schedule. It 

is surprising as to why the Centre has brought under 

its control items like razor.blades, hurricane lanterns 

and steel furniture among others. Again for 1 arge 

and medium scale units, lette.rs of intent/industrial 

licences or DGTD registrations are required. They are 

issued by the Government of India. But when an application 

is made, it is often turned down on the ground of capacity -

constraint. The question of capacity-constraint is 

questionable. The Central Government here falls into the 

trap created by the big monopolists or corporate sector 

entrepreneurs. The fact that there is a difference between 

capacity creation and capacity-utilization is often over

looked. If the capacity created is sufficient to meet the 

demand for a particular i tern, then no further letter of 

intent/licence is issued even if there are no such units 

in Bihar. Some entrepreneurs, often of the same holding 

company, having taken the letters of intent/industrial 

licences, implement them in phases. These phases may 
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be of long duration, and their implementation is deferred 

on· the plea of inadequate demand at that particular time. 

In the meanwhile if any entrepreneur from Bihar applies 

for getting a letter of intent, his application is liable 

to be rejected on the grounds of capacity constraints. 33 

Again, some states because of greater awareness 

and in expectation of demand for a certain good rising 

in time to come, manage to get the approval for capacity 

creation, which hinders late-comers like Bihar in their 

industrial development process. Thus, while the licensing 

policy of the Central Government creates regional imbalances 

at the same time it also benefits the monopoly bourgeoisie, 

who manage to get the applications from the late States 

for licenses turned down, by colluding with the h~ureaucrats. 

On the other hand, licenses granted to Bihari entrepreneurs may 

not be of much use to the local people or may not be 

profitable to the entrepreneurs. 

It becomes clear from Tablel•11 th::Jt from 1979 to 

1987, only 1.8% of the to tal 'letters of intent • and 

33 Gorelal Yadav, Industrial Scenario In Bihar, 
in Shaibal GUpta and Alakh N. Sharma, ed., 
Bihar Stagnation or Growth, _ _., p. 293. 



Table -2~1 : Letters of Intent and Industrial Licenses Granted: 1986 and 1287 

MAJOR STATES 

Andh ra Pradesh 
Assam 
Bihar 

Gujarat 
Hacyana 
Kama taka 

Kerala 
Madhya Pradesh 
Maharashtra 

Orissa 
Punjab 
Rajasthan 

Tamil Nadu 
Uttar Pradesh 
west Bengal 

All India 

Cummulative 1979 to 
1986 1987 Letters of 

intent 
Industrial licence 

LI LI 

1,031 580 

111 40 
20 5 
18 9 

105 86 
57 36 
76 42 

17 13 
55 34 

173 96 

17 12 
47 37 
54 19 

104 61 
135 69 

42 21 

1,130 618 

LI LI 

920 -
112 

12 
14 

70 
40 
84 

22 
51 

138 

18 
38 
52 

122 
108 

39 

989 

429 

38 
3 
9 

49 
25 
45 

7 
18 
86 

8 
19 
16 

41 
. 40 

25 

472 

Note: LT = Letter of intent 
IL = Industrial licence 

Num- % to 
ber total 

8,478 

778 
75 

169 

1,067 
525 
639 

193 
500 

1,443 

213 
380 
395 

714 
995 
392 

9,150 

92.5 

8.5 
o.8 
1·8 

11-7 
5.7 
7 .o 

2 ·1 
5.4 

15.7 

2.3 
4.2 
4.3 

7.8 
10·9 
4.3 

100·0 

truro
her 

5,484 

380 
62 

119 

682 
290 
393 

133 
206 

1,954 

103 
453 
186 

574 
475 
374 

5,807 

Source : CMIE, Basic Statistics Relating to the Indian Economy, 
Vol. 2 : ·States, (Sept. 1988), Table 9.22. 

%to 
total 

94.37 

6.5 
1.1 
2.04 

11· 7 
5.0 
6.8 

2.3 
3.5 

18.20 

1.8 
7.8 
3.2 

9.9 
8.2 
6.4 

100.00 
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only ~.04% of the total indtS trial licenses were issued 

to the Bihari entrepreneurs for industries to be set 

up in Bihar, while 15.7% of the total 'letters of intent• 

and 12.15% of the total industrial licences were issued 

for Maharashtra. 

Table~~3 makes clear that while only o.S% of the 

total letters of intent and 1.1% of the total industrial 

licenses were issued for backward areas in Bihar, the 

same for Haharashtra ·Here 10.8% and 10.1%. 

Table~·12 and Tablel·14 present evidences to show 

how much the entrepreneurs are reluctant to invest in 

Bihar. Tabl&-14 sho~ that between January 1, 1985 

and March 15, 1988, only 13 applications were received 

for licenc£s in Bihar in comparision with 198 application 

for Maharashtra. Thus, there is nothing much to blame 

the senior bureaucrats of the Central Government for. 

However, while Maharashtra has been issued 23% of the 

total letters of intent issued, Bihar's share w~s only 

,. ~"· 
The licensing policy of the Central Government was 

claimed to be one an important measure to ensure balanced 

regional industrial growth. But the Licensing Policy 



Table -~~2 s Share of Public Sector in the Total Letters of Intent and 
Industrial Licences Issued. 

MAJOR STATES 

Andhra Pradesh 
7\ssam 
Bihar 
Gujarat 

Haryana 
Karnataka 
Kerala 
Madhya Pradesh 

Maharashtra 
Orissa 
Punjab 
Rajasthan 

Tamil Nadu 
Uttar Pradesh 
west Bengal 

All India 

(Period: January 1987 to June 1988) 

Letters of intent issued 

Total Public 

1, 310 

146 
21 
20 

100 

56 
111 

32 
79 

205 
24 
60 
72 

162 
165 

57 

1,409 

Sector 

...122 
10 

5 
5 
9 

10 
21 
14 

18 
10 
22 
23 

13 
19 
11 

210 

% of 
total 

6.8 
23.8 
25.0 
9.0 

17 .g 
18.9 
43.8 -

8.o 
11 .s 
19.3 

14.91 

(In number) 

Industrial licences 

Total Public % of 

587 

49 
3 

10 
67 

37 
51 

9 
26 

128 
9 

29 
20 

48 
56 
39 

642 

Sector total 

86 

14 
2 
4 
6 

1 
14 

6 
5 

7 
2 
9 
2 

1 
6 
7 

89 

14.7 

29.9 
66.7 
4.0 
9.o 

2.7 
24.6 
66.7 
19.2 

5.4 
22.2 
31.0 
10·0 

2 ·1 
10·7 
18.0 

13.99 

Source = CHIE, Basic Statistics Relating to the Indian 
Economy, Vol.2 s States (September, 1988), Table 9.24 

CJ1 
Cfl 



Table -~·13 1 Letters of Intept and Inciustrial Licences Issued t,Q 
Backward Areas 1986 and 1987. 

MAJOR STATES 

Andhra Pradesh 
Assam 
Gu.j~ret.t 

.Biha.r · 
Haryana 

Karnataka 
Kerala 
Madhya Pradesh 
Maharashtra 
Orissa 

Punjab 
Rajasthan 
Tamil Nadu 
Uttar Pradesh 
West Bengal 

All India 
I 

1986 1987 
LI LI n. 

Number % Number % Number % Number % 

~ 

72 
20 
52 

3 
25 

29 
11 
48 
67 

8 

23 
32 
48 
79 
25 

621 

Notes 

Source 

87 ·3 lli 

11·6 22 
3.2 5 
8.4 46 
o.5 3 
4.0 11 

4.7 18 
1·8 8 
7.7 25 

10.8 28 
1.3 3 

3.7 6 
5.2 12 
7.7 23 

12.7 34 
4.0 9 

100.0 278 

2.l.!.Q. 4 7 3 

7.9 55 
1.8 12 

16.5 25 
1·1 6 
4.0 13 

6.5 37 
2.9 9 
9.0 44 

10·1 62 
1.1 8 

2.2 8 
4.3 42 
8.3 68 

12.2 59 
3.2 25 

100.0 536 

= LI = Letters of Intent 
= IL ~ Industrial Licence 

88,2 lli. 

10.2 22 
2.2 3 
4.7 26 
1·1 
2.4 5 -
6.9 14 
1·7 3 
8.2 12 

11.6 20 
1.5 4 

1.5 2 
7 .a 7 

12.7 14 
11·0 23 
4.7 9 

100.0 192 

85.6 

11.5 
1.6 

13.5 

2.6 

1;.3 
1.6 
6.3 

10.5 
2.1 

1.0 
3.6 
7.3 

12.0 
4.7 

100.0 

Backward districts include No- Industry districts. 

= CMIE, Basic Statistics Relating to the Indian Economy, 
VOL.2 : States, (Sept. 1988), Table 9e25 



Table -l·14 a MR'l'P Cosf Applications Received, Letters of Intept{LI) ~ 
Induatrial Licences(IL) Issued 

MAJOR STATES 

Andhra Pradesh 
Assam 
Bihar 

<bjarat 
Haryana 
Karnataka 

Kerala 
Madhya Pradesh 
Maharashtra 

Orissa 
J?unj ab 
Rajasthan 

Tamil Nadu 
Uttar Pradesh 
West Bengal 

All India 

(Period: 1985 to 1988) 

Application received(a) 
Number % 

Lis issued (a) ILs issued (b) 
NUmber i Nuitlbe r % 

49 
2 

13 

118 
29 
76 

5 
71 

198 

10 
22 
42 

86 
123 

57 

2.1•4 

5.0 
0.2 
1.3 

12.0 
2.9 
7.7 

o.5 
7.2 

20.1 

1.0 
2.2 
4.3 

8.7 
12.5 
5.8 

ill 
13 

1 
4 

43 
13 
32 

26 
80 

2 
5 

12 

32 
29 
24 

~~ 

3.7 9 
0.3 
1.1 5 

12.4 61 
3.7 15 
9.2 16 

2 
7.5 21 

23.0 94 

o.6 1 
1.4 11 
3.4 12 

9.2 27 
8.4 25 
7 .o 16 

2.7 

1.5 

18.1 
4.5 
4.8 

0.6 
6.3 

28.0 

0.3 
3.3 
3.6 

8.o 
7.5 
4.8 

987 100.0 348 100.0 335 100·0 

{a) = Period January 1985 to 15 March, 1988 
(b) • Period January 1985 to December, 1987 

Source • CMIE, Basic Statistics Relating to the Indian Economy, 
Vol. 2 : States ( Sept. 1988), Table 9.23. 
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Enquiry Committee, set up in July 1967 was very critical 

of the licensing policy as it worked in practice. As 

regards the regional dispersal of industries, the Committee 

pointed out that while the licensing policy seemed to 

have helped the developed States, nothing much by way 

of regional distribution of industry had been achieved 

through it.34 

The then Chief Minister Mr. Bhagwat Jha Azad said : 

The share of industrial licences granted 
to Bihar is neither comm~nsurate with its 
needs nor its expectations •••• the process of 
licensing is the result of interaction in 
which while the State Government must 
continuously endeavour to identify relevant 
industries and submit timely applications, 
the Central Government should consider the 
request of the State Government as well as the 
needs of the individuals states. 35 

To correct the anomaly 1 t was suggested by the State 

Government tlcl. t all the State capitals should have offices 

for issue of industrial licences and powers should be 

delegated to grant licences, finding and other support; 

only then it might be possible for a harmonious regional 

industrialisation to take off for all round development. 36 

34 

35 

36 

Desai, Vasent, Indian Industries; Profile and 
Related Issues, Himalaya Publishing Hou-se, Bombay, 1987, 
p.ao 
Bhagwat Jha Azad, op.cit. P• 16. 

Ibid. 
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CHAPTER- I II 

ROLE OF THE STATE OOVERNHE:JT IN THE INDUSTRIALIZATION 
OF BIHAR 

In a State like Bihar, where private capl tal has 

been shy to enter the arena of industries, the role of 

the State Government assumes gr·::at importance. The State 

Government has to provide the basic infrastructure as 

well as protectio~ and patronage to the local industries 

to accelerate the pace of industrialization in the 

State. 

The Government .•of Bihnr has taken many steps to 

industrialize the State. But these steps have been far 

from satisfactory. As a result Bihar is one of the 

most industrially underdeve~oped States in India despite 

its huge mineral resources. The present industrial 

underdevelopment of the State leads one to doubt the very 

sincerity of the State Governmeht's efforts to industrialize 

the State. All the tall claims and promises made by the 

State Government to usher in an era of industrialization 
tc.AJ 

in Bihar sound nonsen~ when one observes that on many 

occasions it has meekly surrendered to the arbitrariness 

of the Central Government, it has not been compelitive 

with other States in offering concessions and incentives 

to entrepreneurs, it has not followed its own rules on 

price and purcha~e preferences and it has taken many 
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decisions which are fatal to the gro,>Jth of the local 

industries. 

The State Government's failure to industrialize the 

State to a desirable extent is due to two main reasons, 

i.e., sometimes it has been lacking in strength and some

times it has been rather unwilling to act firmly. While 

its lack of strength is obvious in its dealings with the 

Central Government, its lack of will is evident from the 

poor ~plementation of its own policies and programmes 

like land reforms and price and purchase preferences. 

In this Chapter we shall analyze the nature of 

political leadership of Bihar, its equations with the 

Central leadership, Monopoly Bour·;eoisie and Regional 

Bourgeoisie, and their impact on industrial development 

of the State. 

But at first let us study the important steps taken 

by the Government of Bihar to industrialize the State. In 

Bihar, assistance to industries is proviJed by the State 

Government either directly or more often through the 

Industries Department, Government of Bi~ar. A part of the 

is given under the Bihar State Aid to Industries Act, 1956 

These are in the form of loans, guarantee of cash credit, 

overdraft or fixed advance with a bank, purchasing of 
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shares or debentures, guarantee of minimum return on the 

Whole or part of the capital of a joiht stock company, 

grant of favourable terms of land, raw materials or 

other property vested in the State, payment of subsidy for 

establishing or expanding small scale industries, ~he 

conduct of research, supply of machinery on hire-purchase 

system, supply of electrical energy at concessional rates. 1 

To provide the required financial assistance to the 

entrepreneurs in the State there are two State level 

financial institutions namely the Bihar State Financial 

Corporation{hencefo~th BSFC) and the Bihar State Credit 

and Investment Corpor<1tion {henceforth BICICO) • The BSFC 

extends credit facilities upto a limit of Rs.60 lakh for 

acquiring fixed assets such as land, bmildings, plants and 

machinery. The loans are given for new units as well as 

for expansion, renovation and modernization of existing 

units. The medium and small scale units can thus acquire 

these facilities. The BSFC operates through 18 branch 

offices and two regional offices in the State. 

The BICICO was initially set up as a pri~ te limited 

company, but was subsequently converted into a public sector 

1 Techno-Economic Survey by National Council of 
Applied Economic Research (NCAER) Asia Publishing 
House, New Delhi, 1959, p. 116. 



62 

corporation. The chief aim of the corporation is to provide 

direct assistance both promotional and financial to the 

small and medium industries and to bring about industrial 

development in the industrially backward areas of the 

State. The corporation functions from Patna and does not 
2 have any branches. 

Lack of entrepreneurship in Bihar is attributed 

partly to the legacy of historical constraints as outlined 

in Chapter I, and partly to a characteristic feudal outlook 

of its people towards business and industry. However, in 

our opinion the spirit of entrepreneurship in the State is 

blunted mainly due to the absence of an effective channel 

which could bring the surplus capital from other sectors 

of economy to the industrial sector. Inadequate basic 

infrastructure, poor facilities for managerial training, in-

adequacy /:Jof information regarding setting up of industrial 

projects act as severe constraints on the development of 

entrepreneurship in the State of Bihar. 

The State Government has taken a number of steps to 

develop entreprenea.rship among the local population. It 

has set up several institutions concerned with identification 

of entrepreneurs, imparting of t:r.·.:dning in industrial 

2 Ibid. 
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management to them, technical counselling, and followup 

implementation of the projects. 

In the State of Bihar management courses at the 

3 University level are offered at Muzaffarpur. Haster of 

Business Adrninisttation course is also offered at the 

Xavier Labour Relation Institute, Jameshedpur. 4 But it 

is rather surprising that in Patna, the State capital, 

there are no facilities avaialable for management training 

in the University. 5 

outside the University campus, managerial training is 

organized by the Small Industries Service Institute, Patna, 

and the Bihar State Agro Industries Corporation for the 

benefit of small entrepreneurs, 6 Recently, the business 

commu~ity and the Government of Bihar have jointly proposed 

to sett up the Bihar Institute of Entrepreneurship Development. 7 

The Bihar Industrial and Technical Consultancy Organi

sation (henceforth BITCO) was set up in 1974 to function 

as a coordinating agency to bring together prospective 

3. National Council of Applied ~conomic Research(NCAER) 
Perspective Plan of Industrial Development of Biha• 
(1979-80 to 1988-89) New Delhi, 1981, P• 94. 

4 Ibid. 

5 _Ibid. 

6 Ibid. 

7 Ibid. 
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entrepreneurs, project ideas, financial institutions, 

implementation agencies and other agencies in the interests 

of rapid and sustained industrialization of Bihar.8 It 

prepares project reports for entrepreneurs and serves 

as one of the agencies for appraisal of project reports 

submitted to the financial institutions. 

In 1974, the Department of Industries, Government of 

Bihar, set up the Directorate of Technical Development. 

This Directorate coordinates and guides the functioning 

of a number of corporations located in various parts of 

the State. It studies and identifies possibilities of 

industries in the State based on its mineral, forest and 

agricultural resources; identifies projects and arrange 

to pr pare project reports; initiates steps for obtaining 

lette~s of intent in large and ~edium sectors and sells 

project ideas to small scale entrepreneurs; studies the 

need of techno-logical and physical infrastructure; manages 

follow-up implementation of projects in the State for which 

letters of intent have been issued; counsels entrepreneurs 

in selection of peojects and facilities available for 

setting up industries in Bihar; formulntes Research and 

development programme for development of new processes 

8 Ibid P• 99. 
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for SSis and provides aid to SSl units in solving their 

technical problems,; carries out diagnostic surveys of 

sick SSis units and mills; studies incentives and advises 

the Department of Industries on formulating new incentives 

or rationalizing the existing ones to accelerate the pace 

of industrial development in the State and carries out 

market surveys of industrial commodities for identification 

of gaps in production capacity and demand in the State.9 

The State has also taken steps to develop technical 

manpower. There:=! =re seven state-owned engineering 

colleges besides several private degree engineering colleges.10 

However, there is a great regional disparity where the 

location of these colleges is concerned. In the North 

Bihar region the Muz8 ffarpur Institute of Technology is 

the only State-owned Engineering College established over 

twenty years back. •- .Lt is yet to start post-graduate 

courses. 

The State has 33 Industrial Training Institutes(ITis) 

These ITI's offer training facilities in engineering trades, 

e.g., fitter, turner, machinist, electrician, wrireman, 

motor mechanic, black smith, carpentry, radio and T.V. 

mechanic, etc. 11 

9 Ibid.,p. 96. 

10 BITCO Report on Industrial Rejuvenation of North 
Bihar Part-II, IDBI Seminar, op.cit., Patna, 1988, 
p.213 

11 Ibid. 



There are a number of State-level enterprises in 

Bihar. There are primarily of promotional nature. There 

can be classified in five broad categories, viz. (i) Pub~ic 

utilities, (ii) Promotional (iii) Hanufacturing (iv) Service 

and trading, (v) Non-banking financial institutions. 12 

Electricity, transport, water, communication came 

under Public Utilities. The Public Utilities enterprises 

account for more than 80% of the total investment in the 

State-level enterprises. 13 Two important Public Utilities 

in Bihar are the Bihar State Electricity Board and the 

14 Bihar State Road Transport Corporation. 

The promotional enterprises are concerned with 

providing raw materials as well as marketing facilities 

to the entreprenerus. The Industrial Area Development 

Authority, Bihar State Khadi and Village Industries Board, 

Handloom and Handicraft Development Corporation are some 

of the important enterprises. 15 

The primary aim behind establishing State-owned 

manufacturing industries is to create surplus for the 

12 Ahsan, Oamar, Working of the State-level Public 
Enterprises, in Shaibal Gupta and Alakh N. Sharma, 
ed~, 9p.cit., P• 299. 

13 Ibid. 

14 Ibig. 

15 Ibid. 
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State-plans. These are mostly engaged in the manufacturing 

of basic raw materials and consumer durables or in running 

sick units taken over in the larger publi~ interest. Bihar 

State Industrial Development Corporation(BSIDC}, The Bihar 

State Electronics Development Corporation, the Bihar State 

Leather Dev lopment Corporation, the Bihar State Textile 

Corporation and the Bihar State Sugar corporatir~n are sor1ie 

16 important State-owned manufacturing enterprises. 

The Service and Trading Enterprises aim to develop 

those areas which have been usually neglected by private 

capital. They also aim to protect the consumers against 

exploitation by vested inter~sts. The Bihar State Agricultural 
' 

Marketing Board, the Bihar State Food and Civil Supplies 

Corporation, the Bihar State Warehousing Corporation are 

some important enterprises in this category.17 

The Government of Bihar has set up a number of 

Industrial Estates, Industrial Areas and District Industrial 

Centres(DICs) to promote industrialization all over the 

State. 

ruring the Second Five Year Plan (1956-61) four 

Industrial Estates were set up at Patna, Ranchi, Darbhanga 

16 Ibid. 

17 Ibid p 
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and Biharsharif, their basic aim being to facilitate 

expansion of the Small Scale Industries and to create 

technological bases which were expected to grow rapidly 

because of the advantage of the large scale industries 

in Bihar. An Industrial Estate offers factory sites or 

built-up sheds with infrastructural facilities to small 

units. 

. 
The Government of Bihar enacted the Industrial 

Area Development Authority Ordinance in 1972 under which 

an autonomous and statutory organization, viz., Industrial 

Area Development Authority {IADA) was constituted separately 

for Patna, Adityapur, Barauni, Patratu, Bokaro and 

Muzaffarpur. The IADAS have been assigned the role of 

coordinating development activities with the major industries 

in the area so as to ensure the expansion and promotion 

of new enterprises. To achieve this, the IADA, have been 

authorized to offer package incentive schemes covering 

financial assistance allocation of scarce raw materials, 

allotment of developed plots, consultancy service for 

preparation of project re;'Jorts, supply of electricity and 

water, and quarantee needed by commercial banks for providing 

financial assistance to industrial units. At present 

there are -,6 IADAs in the State. 

In the mid-1970s the emphasis of the Government of 
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Bihar shifted to the gro\·:th. and development of ~all Scale 

industries and the tiny sector in rural areas to maximize 

employment, raise income levels in the rural sector and 

augment supply of the main consumption goods. For 

effective implementation of the schemes for the benefit 

of rural sector, the District Industrial Centres(DICs) 

have been set up as a first step to streamline the systems 

andprocedures in implementation of these programmes. The 

DICs keep under one roof all the assistance needed for 

production in small scale and rural industries. The Dies 

are the apex body for the overall industrial development 

of the district. 

Recently, the Government·of Bihar has introduced the 

'Single Window System• under the New Industrial Policy, 

1986 at different levels. It aims to achieve quick clearance 

of proposals received from entrepreneurs and removal of 

difficulties faced by them. At the level of the districts, 

a Committee has been set up headed by the District Officer 

with representation from Electricity Board, Commercial 

Taxes Department, Labour Department, ~inancial Institutions 

and Banks to advise and help the entrepreneurs. A similar 

committee has been set up at the level of IADAs, and 

finally there is a COmmittee at the State level with the 
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Chief Secretary as its Chairman. All promotional 

institute and bodies have been housed in the Udyog 

18 Bha\van, Patna. 

The above account of the steps taken by the State 

Government may look impressive. But there is a vast 

gap between their objectives and actual performance. 

The IADAs are entrusted with the responsibility of 

providing complete infrastructural f,Jcili ties to the 

potential entrepreneurs. But these have ignored faci-

1 ities like power supply, arrangement for discharge of 

water, workers• housing. They seem to be content with 

providing some basic facilitids like land, building, 

loans. These IADAs lack sound planning. Also the 

areas placed within their jurisdictions are often too 

large to be properly manage~ble, e.g. Patna IADA has to 

cover the whole of Patna, Bhaga).pur, Dumka divisions and 

partly Hagadh division too:., , 

While speaking to the entrepreneurs at Buxar Industrial 

Area one of them said off the record that besides the lack 

18 Bihar Industrial Policy, 1986, Governrilent of 
Bihar, Publication, Patna, 1986, P• 3. 
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of availability of raw materials, power supply, loans 

etc. another important f,Jctor which contributed much 

to the poor performance of the Industrial Areas wa.s that 

some unscrupulous businessmen f.rom outside the region 

managed to get loan in the name of establishing an 

industrial project in the Industrial Area and then left 

the region with the loan received. The State bureaucracy 

too cooperated with them. In Buxar Industrial Area 

more than 80% of the units are closed. Most of them 

have been closed because the outsider businessmen 

fled aNay. But the la:a 1 entrepreneurs too are not without 

fault. In fact, here are an~' er of cases where loan 

taken in the name of setting up an industry was actually 

utilized for other purposes. In some cases the larrl 

allotted for industrial purposes is captured by anti-social 

elements and misused for other activities. Thus, in 

short, a lack of p~oper planning, inadequate basic infra

structure, corruption in the bureaucracy have created an 

atmosphere where non-industrial activities seem to be more 

profitable. 

The reason for poor performance of the Industrial 

Estates is the high rent charged by them leading to high 

capital-output ratio. A number of sheds in Industrial 

Estates have been occupied by the State Goverrunent as 

entrepreneurs were not attracted in sufficiently large 
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number to them. Even among those sheds occupied, a good 

portion is used for non-industrial purposes, thus under

mining the very concept of Industrial Estates. 

As far as the State-level enterprises are concerned 

these have been incurring heavy losses. Profit and loss 

accounts of some major enterprises are given in 1\\?P~h.chx.·~ 

and Appe'ndix-;n9 But the poor performance of some of these 

major enterprises such as the Bihar State Electricity Board 

(BSEB), Bihar State Road Transport Corporation(BSRTC), 

the Water Development Corporation are due to certain 

constraints, e.g., they are operating in areas which are 

low-yielding as well as of long gestation periods; these 

have much greater obligation to fulfil social policies of 

the Govemment, which does not allow them large surpluses; 

these are closely held by the Government and major policy 

decisions like investment, pricing, etc are externally 

determined. Appointment of the member and the Chairman 

of the Boards of these enterprises is made political ground 

rather than on professional competence. All the important 

posts in these en erprises are filled by the officials of 

the Civil Services and the members of the State Legislature. 
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Frequent changes are made in the staff. As a result 

there is no consistency in the policies of the Boards and 

this opens doors for further political interference. 

State level financial institutions are not adequately 

feuded. As a result entrepreneurs get insufficient 

capital for their industrial venture. 

The performance of State level financial institution 

should be periodically reviewed. The system of joint 

appraisal of application forms by the Financial Institutions 

and banks should be made mandatory, and once loans is 

sanctioned, the working c:epital shou.ld also be made 

available simultaneously by the banks. 

The BSFC and the BICICO provide term loans to small 

and medium units but seldom the assistance sanctioned by 

them are made available to the units in time. At times, 

it has been experienced that sanctioned assistance is 

not made available for years , even in case of sick 

industries, jeopardizing thereby the very existence of 

the industrial units and subjecting them to great financial 

loss due to the insistance of compound interest for no 

fault of them. 20 

20 Annual Report of the COmmittee of the BCC for 
1984-85, P• S6. 
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A passing reference to the role of the bureaucracy 

in Bihar would not be out of context. As the proverb says, 

When the cat is away the mice will play, this holds good 

in the case of the bureaucracy in Bihar. The political 

leadership has been short of any vision of industrialization 

of the State. The result is chaos and confusion. All over 

the State the entreprenuers strongly blame the bureaucracy 

for its corruption, inefficiency, red-tapism, casteism, 

etc. The bureaucracy and the politicians are the biggest 

beneficiary of the mess. 

The degree of chaos is illustrated by a study team 

from A.N. Sinha Institute, P~tna. It mentions a case of 

decision-making by the Directorate of Industries, Government 

of Bihar in the following 'WOrds1 

A proposal was received f~om the Directorate of 

Advertising and Visual Publicity (DAVP), New Delhi, for 

the in~tallation of a hoarding board for publicity of a 

government programme which was directly relevant to the 

Directorate (of Industries, Government of Bihar). The 

DAVP had already invited the tenders and was to meet the 

cost of the installation. All that the Directorate (of 

Industries, Government of Bihar) had to do was to select 

a site, scrutinize the tenders, accept the suitable one 
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and report to the DAVP after the completion of the \-X)rk 

•••• The case took 55 steps. And the file till then was 

21 'somewhere in the pipeline•. 

The following account of the proceSs of planning 

in Bihar would complete the picture of the chaos mentioned 

above: 

Perhaps in our country, Bihar is the classic 
example of uncoordinated planning. The three 
documents were prepared by the three different 
organs of the State Government, viz., the 
•seventh Five Year Plan of Bihar: An Approach 
by the State Planning Board; the 'Draft Seventh 
Five Year Plan: 1985-90' and 'Annual Plan: 1985-86' 
prepared by the Planning Department and the 
'Financial Resources for the Seventh Five Year 
Plan 1985-90' prepared by the Finance Department. 
Although State Planning Boqrd is an organ of the 
Planning Department both are not working in 
close cooperation. In fact, they are working 
independent of each other ••••• Both the Finance 
and Planning Departments have tried their best to 
undermine the role of the State Planning Board. 22 

Who exactly is to be blamed for the State of affairs 

prevllent in Bihar ? The State leadership blames the 

Central Government, the bureaucracy blames the State leader

ship, and the entrepreneurs blame all the three. None 

of the four is however, innocent. Still, the fact remains 

that politicians and bureaucrats are the biggest beneficiaries 

21 Arif Hassan and JBP Sinha,Snakes and Ladders, 
Hindustan Times, Patna, Dec. 26, 1988, P• 13. 

22 Sinha, R.K., Whither Planning in Bihar, in R.K. Sinha, 
ed., QYnamics of Economic Development in India: 
Economics of Poverty irL Plenty, p. 322. 
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under the circumstances and the industrialists in particular 

and people of Bihar in general, are the worst sufferers. 

The constant refrain that the State leadership lacks 

political will and fOresight for industrialization, pre

supposes some distinct concept of industrialization in the 

Bihar. Our concept of a sound industrial policy as suitable 

to this State would encompass the following parameters. 

(i) The State Government must try to make maximum utilization 

of the available agricultural and mineral resources; (ii) 

it must provide adequate infrastructure for industrial 

gro\~h; (iii) it must·be competitive with other States 

while offering incentives and concessions to the entrepreneurs 

(iv) it ·must be assertive vis-a-vis Central Government 

to protect the interests of the local industries (v) it 

must protect and patronage the local entrepreneurs; (vi) 

it must provide an efficient administrative machinery for 

implementation of the industrial policy, and above all 

(vii) it must have a political will to industrialize this 

State. 

we Shall examine the weakness of the industrial 

policies of the State Government, adopted sinae independence, 

in the light of the points made above. 

Let us have a glance over available agricultural, 
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for-::st and mineral resources in Bihar. While North 

and South Bihar are primarily agricultural regions, 

the Chotanagpur region is rich in mineral resources. A 

sound industrial policy would have taken care to set 

the pace of industrialization along these available 

resources. However, there is very little evidence of 

agro-based, forest based and mineral-based industries in 

the State. The agro-based induStries like sugar and jute 

have been by and large, sick for a long time due to falling 

supplies of raw materials, leek of working capital, 

outdated technology, marketing problems and State policies 

apart from the difficulties pased by infrastructural 

inadequaciEs. only a dynamic agriculture with a reduced 

rate of fluctuation in its output can increase the demand 

and enlarge the base for mass consumptiongoods which 

alone can be the basis of rapid industrialization in 

Bihar.23 But the state of agriculture is very poor in 

Bihar mainly because it lacks irrigational and other 

infrastructural facilities and under the shadows of semi-

feudalism. 

The maximum irrigation potential in Bihar by major 

and medium irrigation sources has been estimated at about 

92 lakh hectares out of which irrigation facilities for 

24 26 lakh hectares has been created so far. The minor 

23 Prasad, Pradhan H., Dynamics in Rural Bihar, Times 
of India, New Delhi, 17 March 1981, p. 6. 

24 Ranchor.Prasad, Chairman, BITCO, at seminar on 
Industr ~al Grn'IA.>t:h Onnn r'M1 n; t- ~ "'"' ; ~ 0~ 'h--I,... ~'I.... - • -- .• 
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irrigation potential has been estimated at 59 lakh 

hectares, out of which facilities for 26 lakh he¢tares 

have so far been created. 25 

Despite land reforms, the State still remains in 

the clutches of a semi-feudal socio-economic set up. 

Though Bihar was the first state to initiate anti-zamindari 

legislation. The Land Reforms(Amendment) Act, 1953 enabled 

the Government of Bihar to takeover Zamindaris situated 

in any part of the State. And oy January 1, 1956, all 

Zamindaris excepting Manbhum Sadar, were claimed to be 

taken over by the States.26 Subsequently other Land 

Reforms were also taken up. But the situation did not 

seem to be improving much. A recent study by a team of 

researchers from the A.N. Sinha Institute, Patna and 

International Labour Organization (ILO)discussed that even 

as late as 1981-82 the~ was widespread practice of tenancy, 

particuJarly of share cropping type and usurious exploitation 

27 in North and South Bihar plains. 

43.19S of the rural households leased in land for 

cultivation. In the case of only cultivating households, 

25 Ibid_, 

26 A.N. Singh, Finance Minister, Government of Bihar, 
Budget Speeches, 17.2.1955, pp• 55-56. 

27 Prasad, Pradhan H. Political Economy of Economic 
Development in Bihar, Stagnation or Grmvth, oo.cit. 
P• 18 • 
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the percentage of those leased in land were 59.04. 

Among the households leasing in land for cultivation 

the terms of lease for 1.07% was cash rent, for 10.16% 

it was in kind, 11.76 and 77.07 respectively leased land 

on labour service and share cropping terms. The share 

of those Who leased land as share-croppers was 50% in the 

gross output in 99.31% of cases. 28 

In most of the cases of share-cropping system the 

inputs:- . ·are not sup:::>lied by the landlords. The fact that 

the bulk of leasing in involves very small areas shows 

feudal traditions in tenancy. More than half of the leased 

in holdings are of one acre or less. 29 

The survey revealed that 59.29% of households were 

indebted to traditional sources like village money-lenders, 

employers, landlords. Usury and tenancy, patticularly 

share-cropping, are the two important modes of appropriation 

of surplus value from the direct producers (i.e., the 

agri~;ltural labourers, poor middle and middle peasantry) 

The practice of bondage labour still existed in Bihar. 

28 Ibid. 

29 Ibid. 
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The condition of the agricultural labourers is 

described thus: 

From among the agricultural labourers, 
32.56% are attached to a particular 
employer. About 93.42% of the attached 
labourers must attend first to their 
employers• work, 12.16% cannot work 
elsewhere and in case of 5.40% their 
wages are deducted if found working elsewhere. 
2nd in case of 5.40% their wages are deducted 
if found working elsewhere. From among the 
attached labourers 17.86% will have to 
give up land leased in which are on share
cropping terms if they leave their employer. 
About 32-14% of attached labourers cannot 
give up working waters they pay back their 
debt to their employer. About 17.86% 
are bonded on both accounts - debt and share
cropping tenancy. About 18.97% of casual 
labourers also take land on lease on 
share-cropping basis from their employers. 

The labourers often take loans from their 
employers and the interest charged by the 
employers are often exorbitant. It was 
also found that the rate of interest charged 
from the casual labourers are higher than 
the attached labourers, sometimes as high 
as 120% per annum. Thus, it is not only 
that the mode of appropriation of surplus 
value from the direct producers in the rural 
areas of North and South Bihar plains, is 
dominated by tenancy and usury but that the 
agricultural labour is free in neither sense 
of the term. 30 

1'/idespread disparity in distribution of land 

too causes inefficiency in agriculture. In 1976-77 

the average size of holdings in Bihar was only 1.1. 

30 Ibid.,p. 19. 
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hectare against 2.1 hectare the all India average. A 

comparision of the 1976-77 figures with those of 1970-71 

shows further that there was a decline of 26% in the 

avera;e of holdings in the State over a period of only 

6 years. There is a preponderance of marginal and 

smell holdings upto two hectares in size and in 1976-77 

such holdings coriStitutecl 84.6% of the total number and 

37.7% of the total area of holdings in the State. The 

number of marginal holdings (below 1 hectare) has also 

been rising fast largely c~e to family partition of 

small and semi-medium holdings. In 1976-77, large holdings 

constituted less than 1~ of the total number of holdings 

in the State. Thus while the vast majority of holdings 

in the State are too small in size to support a family of 

5 persons, the distribution of land is highly skewed 

in some areas where a few large holdings still remain 

amidst a sea of marginal and small holdings. 31 The 

Techno Economic SUrvey pointed out that the number of 

large holders formed J.es s than one-half percentage, 

though the area covered by them was 32%. 32 

The net effect of all the factors mentioned above 

31 Ibid. 

32 Techno-Economic Sur~ey, op.cit. P• 31. 
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is that in Bihar the poor State of agriculture hardly 

leaves any scope for surplus which ccu ld be invested 

in industries. It also restrict the size of the market 

for mass consumption goo:is. It is our common e:xperience 

that the States where the Green Revolution had its impact 

were able to produce a surplus which was subsequently 

channelled into industrial investment. Bihar has remained 

outside the reach of the Green Hevolu tion. 

!n the field of fo~(~st based :tndustr.i es t:Y) the 

State has performed badly. There is no factory to produce.: 

medicines exploiting the herbs and medical plant found in 

vast quantities in the Chotanagpur forest. 33 

Though Bihar claims that it contributes more than 

40% of the total mineral production in the country, it 

behind in mineral-based industries too. In Bihar the 

growth rate of mining-based induStries was 2.5% between 

1959-60 to 1974-75, while for all India it was 3.21.. 34 

Thus we see that the State is unable to take advan-

tages of its agricultural, forest and miner:a 1 resources; 

33 Brij Kishore Singh MLA, Assembly Debates, 1~.7.1980, 

P• 18 

34 Ghosh, P.P., 'Abysmally Low and Positively Unhealthy' 
in the Hindw tan Times, Patna, Dec. 22, 1988, p. 13. 
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it is trapped in a -somewhat 'colonial ' situation. 

Bihar's import-export pattern shows that Bihar exports 

raw materials, semi-finished goods and imports finished 

goods produced from these semi-finished goods. For 

examples exports paper and paper products but imports 

products of the printing and publiShing sector; 35 it 

export jute but imports jute products from West Benga1, 36 

it exports iron and steel and non-ferrous basic metals 

but imports various metal products, 37 it exports mica 

and imports finishej mica-products, though Bihar is 

abu1dant in Bauxite yet there is no Aluminium factory in 

the State. 

The net result of this eXtJOrt-import trend is that 

the minerals, agricultural products of Bihar promote 

industrialization not within the State, but in the other 

States. The development of consumer industries which promote 

industrialization by their wide spread effects are 

conspicious by their near absence in Bihar. 

35 Ibid 

36 Moharnrned Mustaque, MLA, ASsembly Debates, 
17.7.1980, P• 21. 

37 Ghosh, PP., op.cit., p. 15. 
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Table- 3·\a Percentage Distribution of State Plan 
Expenditure in Bihar 

5;~t~;-·-·-·-·-·i·Pi;~-·ii-Pi~·-iii-Pi~·-iv.Pi;~-·v·Pi;~tlJ 

-·~·-·-·-·-·-·-·-·-·-·-·-·~·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-
Agriculture and 21.90 30.45 . 20.63 18.47 1~.10 
alliErl activi-
ties. 

Irrigation and 17.66 15.16 24.89 29.94 21.40 
Flood Control 

Power 12.91 17 .so 28.62 27.95 26.10 

Industry and 1.41 4.76 3.21 3.58 4.31 
minerals 

Transport and 14.71 8.51 5.31 7.33 9.60 
Communication 

Others 31.41 23.59 17.34 12.73 22.49 

Total 100.00 100.00 100.00 100.00 100.00 

Plan (ii) 
E:xpendi ture 73.28 177.98 328.52 485.76 1267.43 
(in Rs. crore) 

-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·--·-· 
Note a (1) Outlays; ( ii) Revised. 

Sources Bihar State Planning Board, selected Plan Statistics, 
1976, Table 14, PP• 78-79. 

Table - 3~ OUtlays and Expenditure for Industries and 
Mineral Sector 

-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·~·-·-·-·-Five Year Plans Outlays(% of total) Expenditure 
(% of tota 1) 

-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-I Plan 2.01 1.41 

II Plan 6.13 4.76 

III Plan 4.16 3.21 

Enhual P 1 ans 

IV Plan 

V Plan 

3.55 

3.29 

4.31 

2.73 

3.58 

3.92 

Source 1 From documents of Perspective Plan for Bihar, 
Bihar State Planning Board, Patna, 1976. 
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Since the State provides wide scope for industrial-

ization, the State leadership should have given adequate 

attention towards developing industries. But when we 

look at the percentage distribution of Sta~e Plan 

expenditure we notice that the industrial sector is 

the most neglected sector. The Government of the State 

seem to be more occuped with agriculture, irriyaticn and 

flood control and power ratht:r than with the industrial 

sector. The percentage share of the industrial and 

mining sector in the total State Plan expenditure was 

1·41 in the First Five Year Plan 4.76 ih the Second ?lan 

3.21 in the Third Plan, 3.58 in the Courth Plan 3.20 in 

the Fifth Flan. 38 Table.J·2shows that the actual expenditure 

has constantly remained far below the plan outlay. The 

process of industrialization in Bihar needed a big push 

by the State Government. K·eeping this in view, the NCAER 

(author of Techno-Economic SUrvey, op.cit) had recommended 

an investment of atleast ~.1081 crore in the industrial 

sector, but the State Goverment invested only Rs.19 crores 

upto Third Plan and Rs.14 crore in the Fourth Plan. 39 

39 Chaturanan Mishra, HLA, Assembly Debates, 
6 • 7 • 197 9, p • 19 • 
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The poor infrastructural facilities are the most 

formidable constraint on industrial development in the 

State. A comparison of infrastructural development in 

different State~~ has been made in A~p~Y'\d.ix.:W·It clearly 

shows that among the major states of India, Bihar's 

position is much below. A special mention shouLd be 

made by the power situation and tr0nsport the t\vo most 

important factors contributing to industrial development. 

Per Capital power consumption in Bihar is lower than the 

all India average {A~~e-Y~Gt.4x-'llli).Even within the State there 

is wide regional disparity in power consumption while the 

Chotanagpur region where industries are concentrated -

claims the lion's share in power, the agricultural regions 

like North and South Bihar plains starve. The aV<3ilabili ty 

of power in the State is much lo'.ver than the demarrl, and 

is usually marked by heavy losses during tr0nsmission frequent 

break downs and wide voltage fluctuations. The poor State 

of power supply costs the State yearly. It is the non-

availability of cheap electric po'·.'er which is mainly 

responsible for Bihar not have any Aluminium factories, 

though Bihar has about 40% of the bauxite ores of the 

country. 40 The bauxite deposits of the State feed the 

Smelters and Alwaye in South India and at Hirakud in Orissa 

where cheaper hydro-electric power is available. 41 The 

40 Techno-Economic Survey, op.cit.p.228. 
41 Ibid. 
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Techno-Economic Survey was also of the opinion that the 

prospects of setting up Smelter within the State were 

entirely governed by the availability of cheap electric 

42 power. 

Where railways are concerned Bihar • s seems to be 

better placed vis-a-vis the national average. 43 But 

when taken up separately many States have far better 

railway facilities. It must be kept in mind that the 

railways teo are mostlyconfined and the Chotanagpur and 

South Bihar region. There is only one railway bridge 

across the Ganga linking North Bihar with the Southern 

part of the State. As a result, the North Bihar region 

cannot take advantage of the vast mineral resources in 

the Chotenagpur region. Transportation of the minerals 

from-South to North Bihar by road is a much more expensive 

proposition. Thus in North Bihar there is hardly any 

scope of industries based on the mineral resources of the 

State. Until and unless the two regions the North and 

South are linked with a broad railway network. At present 

while the other States thrive on the mineral deposits of 

42 Ibid. 

43 The railways route length in Km. per 1000 Sq.Kms 
of area (in 1982-83) in Bihar was 30-81 as against 
the national ave~age of 18.67. 
Source 1 QUE, Basic Statistics Relating to the 

Indian Economy, vol.2, States, Sept. 
1988, New Delhi. 
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Bihar1 the State itself cannot feed its own industries 

across the Ganges. 

But while discussing the infrastructural facilities 

of a State we must bear in ~ind that the development of 

infrastructure in the State have been mainly financed by 

the Central Government. Therefore, part of blaime also 

goes to the Central Government for poor infrastructural 

facilities in Bihar. 

An entrepreneur is attracted by the incentives and 

concessic,ns a State provides to it. The Government of 

India too provides attractive incentives and concessions· 

to lure entrepreneurs to industrially backward regions 

so as to minimise regional disparities. However, we 

are concerned here only with the incentives provided by 

Bihar. DeSpite vast mineral resources Bihar has not been 

able to attruct entrepreneurs in sufficient number. The 

poor infrastructure, administrative complexities, irrational 

Sales Tax policies, non-availability of raw materials~ 

capital etc. under one roof are some of important reasons 

v:hich scare away the entrepreneurs from within and outside 

the State. The irrationality of the sales Tax policy of 

the State Government has been detailed in the Chapter on 

the Bihar Chamber of COmmerce. 



Some of the policies the State Government show its 

utter lack of concern with the r~luirements of industri-

alization. For example, under the Cane Act, which has 

been in operation since the days of the East India Company, 

ti1e Cane areas are reserved for the sugar Mills. 44 This 

Act is heavily tilted in favour of the monopoly companies 

like Narkatiaganj Sugar Factory, Dinesh Sugar Factory. 45 

This Act is a matter of surprise for nowhere in the rest 

of the country exists any such policy of reservations of 

any crop (e.g. Jute, Cotton, etc for particular factories. 46 

The Government of Bihar is less competitive against 

the other States When it comes to offer in incentives and 

concessions to the entrepreneurs. The Industrial Areas, 

DICs in Bihar have failed to act as a catalyst for indust-

rializ.:~tion for the reasons already explained. The record 

of the financial institutions like the BSFC and BICICO 

also has not been much satisfactory. These institutio:1S 

grant loans only for land and machinery and leave it to the 

commercial banks, which are often reluctant to trust 

the local entrepreneurs, to grant working capital to the 

entrepreneurs. This causes unnecessary delay and difficulties 

to the entrepreneurs. 

44 Dharmesh Prasad Verma, Assembly Debates, 11.7.1988, 
P• 86 

45 Ibid. 

46 Ibid. 



Similarly, the Government of Bihar hardly bothers to 

follo\-J its own policy of Bihar Purchase Preference Act, 

197 5 according to 1tlich the Government would purchase the 

products of its own corporations. To take an example, 

though the products of the High Tension Insulator Factory 

at Ranchi, worth~. 2.5. crores have accumulated yet the 

Bihar State Electricity Board (BSEB) makes its purchases 

47 from u .:tJ. and other States. the Sugar Corporation purchases 

jute bags from other States, though there are locally 

available. There are 59 Small Scale Units in Bihar engaged 

in producing concrete electric poles. Though there are 

ancillaries of the fiSEB, yet the Board prefers concrete 

poles from outside the State. As a result the debt burden 

on the Board has risen to about Fs.10 crore, apart from 

hitting hard the local industries. 48 

Without protection of the domestic market the local 

industries in a backward state like Bihar cannot hope to 

promote industrialization in the State. Till now the 

Government's policy has been to grant prefetence to the 

products of the Small Scale industries against those of 

the large scale ones, and those from outside the State. 

47 Rajo Singh, Assembly Debates, 11.7.88 p. 64. 

48 Ibid. 



The Government of Bihar has on certain occ·'Sions tried 

to persuade the large scale industrial undertakings 

si tu.C'ted in the State to purchase goods from the local 

industries. For example, Dr. Jagannath Mishra, twice 

the Chief Minister of Bihar, in an interview with the 

Hindustan Times said: 

In 1976 I wanted to promulgate an ordinance 
making it obligatory on giant industrial 
undertakings both in private and in the public 
undertakings based in Bihar, to buy goods that 
they neeQ from the Bihar-based ancillary 
industries. By the proposed ordinance they 
could buy from outside only if the Industry 
Department of the State certified that the 
concerned goods were not available or 
manufactured here or they were not of desired 
quality. This ordinance was intended to give 
a fillip to the local industries by protecting 
market for them \~en the draft of the ordinance 
was sent to the Government of India, they had 
some reservations. when I took up the matter 
with Mrs. Indira Gandhi, the Prime Hinister, she 
advised that thiS ordinance is not conducive to 
national integration.· She rather advised that 
the Bihar-based public sector undertakings should 
streamline their purchases more from Bihar. 
The purchases from the ancillary departments 
improved for some time but again things were 
back to the earlier situation. 49 

SUch an ordinance may not really be in the interest 

of national integration. However, the practice of the 

large induStrial undertakings of making purchases from 

outside the State restricts the scope of growth of the 

ancillary industries within Bihar. such giant undertakings, 

49 Dr. Jagannath Hishra, Hindustan Times, Patna, 
Dec 26, 1988, P• 17 • 
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thus, accelerate industrial growth outside the State 

at the cost of the local industrial development in 

Bihar. 

Apart from the sacrifices made by the State Govern-

menton the altar of •national interest', it also shows 

lack of political will to forge ;ahead with a programme 

of rapid industrialization. 

This lack of political will .rmy be explained in 

ter.ms of the nature of the political leadership and the 

relationship of the State leadership with the Central 

leadership. 

Bihar has most of the time been ruled by the Congress 

Party. The Congress Party in the State has been dominated 

by landlords. The Regional Bourgeoisie's effect on the 

political elite is negligible. The policies of the Gover

nment of the State often show prejudice in favour of the 

feudal elements. To take an example, the manner in which 

land reforms were taken up clearly showed the Government's 

reluctance to hurt the interests of the landlord class. 50 

Indu~trializati .n presupposes land reforms and modern methods 

of agricultural development as agricultural prosperity 

So See Das, A.N., Agrarian Unrest and Socio-Economic 
Change in Bihar, 1900-1980. 
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creates market and surplus for industries. There are 

still remanents of feudal system in the States as pointed 

out earlier. The State Government gave an amount of about 

~.150 crores to the ex-zamindars as compensation after 

their zamindaris were taken over. This amount could have 

been given in the form of shares and could have been 

invested in industrial ventures in the State. Though 

agriculture always remained the primary concern of the 

State leadership, no serious attempt was made to bring 

any structural transformation in it. AS a result 

agriculture remained primitive, yielding little surplus 

which could be invested in industries. Moreover, the 

leaders were satisfied with having some prestigious heavy 

industrial projects in the State. There was no systematic 

attempt to initiate growth of the medium and small scale 

industries. 

As in the State, so at the Centre too it is the 

Congress Party which has been ruling for a majority of 

the time except for a gap of nearly three years (1977-79). 

After the first Chief Minister of the State, Dr. Srikrishna 

Singh, we do not find any Congress leader who could speak 

to the Centre in an assertive tone. All the other congress 

Chief Ministers were dependent for their existence more on 

the pleasure of the Central leadership than on the people 
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of the States. As a result Staee leadership in Bihar 

was marked by frequent instability. By 1980 Bihar had 

14 CHief Ministers, out of which more than five did not 

complete term of even one year~ 1 

In such a situation of political instability where 

the Chief Hinister is al· ays uncertain about his own 

existence, the changes of any systematic apprca ch towards 

development of the State are very thin. 

M mentioned above, Bihar has not really produced 

any s~ong leader after Dr. Sri Krishna Singh, who could 

stand firmly for his State. An important effect of this 

weak State leadership was that while claiming a share in 

the allocation of projects or transfer of resources from 

the Centre to the State on huhdreds of occasions it simply 

submitted to the arbitrariness of the Centre, and other 

States walked away with the bigger shares of the national 

52 resources. 

51 The list of the Chief Ministers has been given 
in the Appendix.-lX· 

52 For example, there was a plan to set up large, 
medium and small .scale industries based on the 
bye-products of Bakaro Steel Ltd in the State, 
but finally these were set up in Maharashtra and 
Qljarat. Similarly, the trends of per capita 
central plan outlay and assistance also disfavour 
Bihar. 
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Finally, a mention of the nature of the relationship 

between the State Govern;:'lent and the Monopoly Bourgeoisie 

will round up our present discussion. State Government's 

helplessness vis-a-vis the Honopoly Bourgeoisie has been 

criticized on many occasions. To take an example, the 

State Government waa severely criticized for granting 

'No Objection Certificate• to the Tatas who proposed to 

shift their car project to Pune since the State did not 

have a favourable industrial environment. 53 This meant 

a loss of about 15000 possible jobs in Bihar apart from 

flight of huge capital from the state. 54 Similarly, in 

the matter of preferences either in employment or purchase 

from the State-based ancillary industries the State 

Gogernment stood helpless to the Honopoly Bourgeoisie. 

It should also be noted that the most of the giant public 

and private undertakings working in Bihar have their 

registered offices outside the State. This deprives the 

State of a huge amount (roughly Rs.110 crores annually) 55 

thc;t could have acct:ued to the State exchequer in form 

of taxes. The State Government has from time to time voiced 

i~s concern regarding the matter. But in the absence of 

53 Samresh Singh, MLA, Assembly Debates, 11.7.1988 
p. 92. 

54 Ibid. 

55 Radhanandan Jha, MLA, ASsembly Debates, 18.7.1977, 
p.27. 
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any legislation to compel a company to get itself 

registered within the State in which it is situated 

the State Government cou 1 d not do much in this regard. 

Any such legislation is exclusively within the purview 

of the Central Government. 

To recapitulate, in an underdeveloped region like 

Bihar, where priva+:e capital is too shy and too small 

to sustain a dynamic industrial growth, a 'Bigh Push' 

through massive investment by Government is urgently 

required. But withih the federal set-up of India the 

States have to act under certain constraints. Thus the 

role of the State Government as well as that of Central 

Govemment is of crucial importance. However, the strength 

and will of the political leadership in the State is 

determined by its relationship '~ith the Regional Bourgeoisie, 

landlords, Monopoly Bourgeoisie and with the Central 

leadership. In the case of Bihar, the State leadershi/ 

h2s been dominated by the feudal elements, Regional Bourgeoisie 

is too weak here toassert itself aga in.st the Monopoly 

Bo~rgeoisie and when it comes to sha~ the national resources 

Bihar is alv:ays amongst the losers. 
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THE BIHAR CHAHBER OF COMMERCE 

The origin of the Bihar Chamber of Commerce can be 

traced to the'Bihar and Orissa Chamber of Commerce' which 

was set up in 1926. The idea of starting a Chamber was 

first mooted in 1925. It gained momentum when the Board 

of Industries of the then Province of Bihar and Orissa 

passed a resolution on 1.5.1925 and appointed a SUb-Committee 

to find out ways and means. The SUb-Committee consisted 

of six members. Mr. M.s. Dass of Cuttack was one among 

them. The Memorandum and Articles were drawn up by the 

SUb-Committee and the Chamber was registered on 19.1.1926 

under the Indian Companies Act, 1913 without the word 

'Limited•. 1 Its_aims were stated thus; 

An organization which could speak with authority 
on the varied problems, affecting the industrial 
and commercial developments and expansion of our 
Province, is urgently called for and would be of 
great benefit to those engaged in these lin~s. 
Every trade and industry is organizing itself, and 
the merchants and manufacturers here should not lag 
behind. Questions of labour, transportation, ta~ 
ation, mining and other such matters affect us 
vitally, and there should be a central organization 
able to voice our views before proper authorities .2. 

1. Annual Report of the Committee of the Bihar a11d 
orissa Chamber of Commerce (BOOC) for 192§, 
Bihar Chamber of Commerce, Patna, P• 2. 

2. Ibid. 



The Chamber jointed the Federation of Indian Chambers 

of Commerce in November, 1926. After Bihar was separated 

from Orissa, the Chamber was renamed as the 'Bihar Chamber 

of Commerce• in 1936. 

In the Chapter on the Bihar Chamber of Commerce we 

shall examine the Chamber's position vis-a-vis Regional 

Bourgeoisie, State Government and Monopoly Bourgeoisie. 

The Chamber is an apex organization of the Regional 

Bourgeoisie. Therefore, an analysis of its composition, 

its representation on various important public bodies, 

its demands and Government • s corresponding respon:-=e, its 

views on the development of local entrepreneurship, etc. 

will tell us a great deal about the strength and weakness 

of the Regional Bourgeoisie. Industrialization of a 

region largely depends upon the strength of the Regional 

Bourgeoisie. The present Chapter seeks to assess the 

strength of the Regional Bourgeoisie in different contexts. 

It should be made clear in the very beginning that 

though the Bihar Chamber of Commerce is an apex organization 

of the Regional Bourgeoisie on State-level , it is not an 

exclusive organization of the Regional Bourqeoisie. Instead, 
I 

it h.,.,s among its members almost all the large indus tries 
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of a·ihar and large number of small industries and traders. 

Public sector undertakings are also members of the Chamber 

and this makes it representative of both the private and 

public sector.• 3 The very composition of the Chamber 

which claims to represent both the private and public 

sector, Monopoly Bourgeoisie as well as Regional Bourgeoisie 

has some major impleations. On many occasions there is a 

clash of interests of the private and public sector as 

well as those of the Monopoly Bourgeoisie and the Regional 

Bourgeoisie. It means that the Chamber is not a homogeneous 

organization. The resolutions passed by the Chamber, 

therefore, do not ah.rays conform to the interests of all 

its members. To take an example, the Chamber's demand 

for protection of the local market for the local industrialists 

is certainly against the interests of the Monopoly Bourgeoisie. 

we shall deal with these con radictions and their impact on 

the functioning of the Chamber later. 

Let us start with the Chamber's view on the absence 

of a powerful Regional Bourgeoisie in Bihar. It explained 

it thus: 

The system of PeDmanent Settlement coupled 
with predominantly agrarian character of 
Bihar's economy had its socio-economic impact 

3 Bihar Chamber of Commerce weekly Bulletin, 
Special Supplement, Patna, 11th July, 1987, 
Vol. XVIII, no.26, P• 2. 
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Although Bihar's economic resources attracted 
businessmen from outside, there was lack of 
business mindedness among the local population. 
AS a result, most of the private undertakings 
in our State(Bihar) were products of initiative 
of businessmen from outside the State. 4 

How the Zamindari system contributed to a scarcity 

of ehtrepreneurs was explained thus' 

Unfortunately the emergence of middle class in 
Bihar iS a matter of late and even now the 
middle class neither controls the economy nor 
the social environment. If we go to developed 
states like Maharashtra, Punjab and Haryana, we 
find that even Sixty years ago, a very solid 
middle class, forceful in social and politicAl 
life existed and they were the people responsible 
for economic growth of the region •••• In Bihar 
Zamindars cared less for economic gro\vth and the · 
Raiyat did not have the resourc~s, education or 
social status to act. There was another class, 
educated few, Who only believed in getting the 
white collar Government service in our state, 
however low. 5 

Thus the wo!st effect that the Pennanent Settlement 

hrld on the economic growth of Bihar was that it robbed a 

huge population of the Raiyats of surplus, prevented the 

emergence of a powerful Regional Bourgeoisie and encouraged 

concentration of surplus in the hands of Zamindars and 

moneylenders who used this surplus mostly for non-industrial 

purposes. 

4 Pande, R.S.(Resident Director, M/S TISCO, Jameshedpur) 
Bihar Businessmen's Convention, 6-8 November, 1965 
Bihar Chamber of Commerce, Patna, P• 36. ' 

5 Gupta, B.P., Sluggish Growth of Economy in Bihar, The 
BCC Weekly Bulletin, op.cit., p. 11· 
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Even today, as mentioned in the First Chapter, most of 

the trade and industries in Bihar are run by the entre-

preneurs who are originally non-Diharis. 

The Chamber's primary concern is to promote and 

safeguard the interests of its members. It maintains 

contacts with the Central Government as well as State 

Government and holds continuous dialogue between the 

Govemrnent and industry. It seeks to influence the 

decisions of the Government by publishing reports, orga-

nizing seminars and making demands for more and more 

important public bodies. 

From its very inception, the Chamber struggled to 

achieve effective representation for itself on important 

public bodies. Unless its representation was made effective 

it could not hope to have its voice heard in those Government 

institutions which influence the commercial and industrial 

interests of the State of Bihar. The Presidential address 

of Dewan Bahadur R.K. Jalan, the first President of the 

Bihar and Orissa Chamber of Commerce noted: 

The representation of commercial interests 
on all public bodies is a matter of great 
importance to all. Our province had been 
specially backward in this respect. In our 
legislatures and other public bodies such 
interests are nowhere represented or represe
nation is only allowed on sufference. I 



would respectfully urge the Government to 
remedy this State of affairs. 6 
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Gradually the Chamber came to gain representation on 

some important public bodies. A representative from the 

Chamber was invited to attend the opening ceremony of the 

Dhanband School of Mines in 1926. In the same year the 

Provincial Government invited the Chamber to send two 

representatives to the Board of Industries.7 In 1928, 

the Chamber obtained representation on the Senate of 

the Patna University.8 

In 1930, the Chamber approached the Government of 

Bihar to give it representation in the Council. The move 

was not accepted directly by the Government, nevertheless 

Rai Bahadur Ramran Vijay Sinha, the President, Bihar and 

Orissa Chamber of commerce got nomination to the Council 

to represent the commercial interests of the province.9 

In 1936, the Chamber was granted the right to elect 

a Member to the Legislative Assembly. 10 

6 Annual Report of the CQnmittee of the BOCC for 
1926, op.cit., P• 32. 

7 8olden Jubilee Sou ·venir, oe.cit., P• 1 • 

8 Ibid., P• 2. 

9 Ibid., P• 4. 

10 Ibid., P• 8 
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Thus we see that prior to independence the Chamber 

succeeded in gaining representation on some of the important 

public bodies. 

After independence the Chamber has been given 

representation 'on the Bihar State Planning Board, the 

Bihar State Export Corporation Limited, Bihar Industrial 

Development Council, Industrial Data Bank, etc. 11 These 

are important public bodies. But the Chamber feels that 

it iS deprived of many privileges regarding representation 

on public bodies which are being enjoyed by the other 

Chambers in the other States. The Annual Report of the 

Chamber for 1983-84 reportss 

Since the business community represent a 
sizeable and important sector of the society 
contributing its economic betterment, it 
must have due representation on various 
public bddies like Legislative Assembly, 
University senates, National and State Term
Lending Institutions and the Board of various 
Banks, both on the State and Headquarters 
level. 

It would be desirable if our own experience 
and talent is utilized to head the Financial 
Institutions as is being done in some States 
where the Chairman is always chosen from 
among the local industrialists. 12 

11 A comprehensive list of the public bodies where the 
Chamber is represented has been given in the Appendices 
X and XI. 

12 Annual Report of the Committee of the BOC for 1983-84~ 
PP• 42-43. 
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The above report of the Chamber indicates the 

relatively weak position of the Regional Bourgeoisie 

in Bihar. The Chamber does not have an effective say 

in the im~)ortant decision-making public bodies. That 

ti1e Chamber is weak in its political lobbying is also 

evident from the constant refusal by the Staee Govern-

ment to concede some of its long standing legitimate 

demands like rationalization of taxation, policy, 

protection of market, provision of adequate finance, 

etc. One of the Annual Reports of the Chamber comFlains 

thus: 

It 1t1ould be a cry in the wilderness to go 
in for industrialization without adequate avail
ability of critic,3l inputs, infrastructural 
facilities, finance, etc. some of the problems 
which are persisting since long were raised 
several times by Bihar Chamber of Commerce with 
no tangible result •••• The Chamber, therefore, 
reiterates the same problems once again. 13 

Bihar is rich in mineral resources with tremendous 

potentialities for indus trial development. Yet it is 

industrialjy underdeveloped. Lack of basic infrastructure, 

e.g, credit, power, transport facilities, inadequate 

regional market protection are some of the most important 

13 Annual Report of the Committee of the BCC for 
1984::85, P• 55. 
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factor responsible for this underdevelopment. Thus 

massive assistance from the State Government is sine-quo-

non if any significant industrial development is to take 

plClce. The State GovernMent must provide the infrastructural 

and promotional facilities to the local entrepreneurs. 

T:.:wards this end the Government has taken many steps. An 

account of these steps has been given in the Thiid Chapter 

in detail. 

Here we shall confine ourselves only to the Chamber's 

reaction to the steps taken by the State Govem ment. The 

main grievances of the Chamber against the State Government 

can be enumerated thus - the Sta·te leadership is not 

assertive vis-a-vis Central Government: there is a very 

poor infrastructural base provided by the St~ Government 

for industrial development: implementation of the industrial 

policies is even worse: the State Government lags far behind 

other States in offering attractive incentives: it has 

done little to ensure market for the local products. 

Let us now examine the Chamber's views on the State 

Government's policies on subjects of power, finances,taxation 

and market. These factors play the most significant role in 

industrialization of a region. Therefore, the policies 

adopted by the State Government on these subjects reflect 

the degree of willingness on the part of the Government to 

industrialize the State. 



lOG 

Power rates have always been much more expens ive 

in the State of Bihar than the other States. In 1954-55, 

s.P. Jain, the then President of the Chamber, complained 

about 'highly charged power•. 14 Again in 1971, the 

Committee of the Chamber drew the attention of the Elec-

trici ty Board to the fact that their rates ~7 ere the 

highest in the country. 15 High rates of power coupled 

with infrequent and inadequate supply hit the industries 

in the State very badly. 

As if. these were not bad enough, the Bihar State 

Electricity Board (henceforth BSEB) increased the power 

tariff applicable to all industrial consumers by 20% 

with effect from April, 1974. Again in 1975, the Board 

p~posed to increase the rate by another 59%. Unsatisfied 

with even this it levied fuel surcharge of 5 Paise per unit 

on agricultural and commercial service consumers who 

~ .. ·ere till then exempted from the said surcharge. 16 Because 

of pressure from various b:.::.dies including the Chamber the 

BSEB ultimately retreated and limited the increase in 

tariff to about 15-20%. Nevertheless, the way it had 

acted showed much about the lack of concern of the State 

14 Annual Report of the Committee of the BCC for 1954-55, 
P• 27. 

15 Golden Jubilee Souvenir,. op.cit., p. 57. 

16 Golden Jubilee Souvenir, op.c~it., p. 66. 
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Government with the problems of the industries in the 

State. 

In 1983, the Chamber presenting a picture of the 

general power position in the State pointed out that 

power planning in Bihar came much later in comparison 

to the other industrially advanced States. The gap 

between estimated rec}uirement and actual availability of 

power in Bihar wa~ between 35% to 40%. 17 There was no 

significant addition tothe capacity of Thermal generation 

from 1966 to 1982 whereas in many other States there had 

been significant addition to Thermal generation. 18 Bihar 

had one of the highest transmission losses in the country. 

In 1980-81, it was 21.31% as against 13.49% in the 

neighbouring State of west Bengal. 19 Similarly, as far 

as power tariff for industrial consumers was concerned 

Bihar had one of the highest tariffs. The Chamber presented 

the data which showed that while the tariff in Bihar was 

62.00 Paise per unit, it was only 50.35 Paise, 47.00 paise 

and 41.12 paise in West Bengal, Uttar Pradesh and Orissa 

respectively.20 

In Bihar power allocation changes frequently in a 

17 Annual Report of the Committee of the BCC for 
1982-83, p. 18. 

18 Ibid., 

19 Ibid., 

20 Ibid., 
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21 The allocation might range from 30% to 100%. 

Those frequent changes prevent a consumer from utilizing 

the better allocation whenever it is available. 

Delay in the commissioning of power projects is an 

important factor responsible for such grim power situation. 

The Sixth unit of the Barauni Power Station originally 

scheduled to be commissioned in December 1977 was incomplete 

even till 1983. Similarly, the expansion of Patratu Power 

Station consisting of two units of 2 x 110 MW capacity, 

originally scheduled for commissioning in September 1977 

and l1arch 1978 were not completed till ·1983. 22 

Again, the average capacity utilization is very low. 

It was only 30% - 40% at Patratu and 25% - 30% at Barauni 

in 1983.23 

In 1983, the Chief Minister of Bihar confessed that 

power development in Bihar had a very late start, i.e., 

only in the sixties and that per capita investment on power 

development was one of the lowest of all the States.24 

21 Ibid., P• 19· 

22 Ibid., 

23 Ibid., 

24 Ibid., P• 22. 
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The poor power situation in terms of generation, 

supply, co~t etc. acts as a major constraint in the 

industrial development of the State. The Chamber has 

come up with numerous suggestions to bring about 

improvement in the Situation.. Important among these are 

commissioning of power projects within the scheduled 

time-frame, representation of the industries on the 

State Electricity Board, participation of the private 

sector in the setting up. of power station, rationalization 

of the power tariffs, uninterrupted supply of power, 

non-realization of Minimum Guarantee by the BSEB unless 

there is an assured power supply as ,contractual demand, 

among others. 25 

State Government's apathy towards industrialization 

of the State is evident in its taxation policy too. To 

take an example, Sales tax in the State of Bihar has always 

been unusually high making the local industrial products 

costilier and thereby less competitive compared to the 

other States. The Committee of the Chamber reports that 

since April, 1950, the Government of Bihar has levied 

Sales Tax on raw materials used by the industries unlike 

25 Annual Report of the Committee of the BOC for 
1984-85, PP• 59-60. 
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the other neighbouring States where these raw materials 

were exempted from any Sales Tax. This created a problem 

particularly for the small scale industries in the State 

who had to compete with the neighbouring States. The 

units whose outputs were subjected to price-control by 

the Government of India were severely hit as they could 

not increase the selling prices proportionately. In 

general terms it pushed up the cost of production. On 

persuasion by the Chamber, in 1950 the Government of Bihar 

exempted Food, Mustard Oil, Shellac and Handloorn cloth 

industries from the payment of Sales Tax on raw materials. 26 

But this could hardly be called a warm response on the part 

of the Government of Bihar towards industries. 

Since then the demand for a rational Sales Tax policy, 

which often implies bringing it at least on par with other 

Stat·=s, appears regularly in the annual report of the 

Chamber. How the Sales Tax policy of the Government of 

Bihar affects the trade and commerce as well as industries 

there is illustrated by the levy of Sales Tax on Potato, 

Potato seed and Onion. The Government of Bihar charges 

5% Sales Tax on these items while there are no Sales Tax 

26 Annual Report of the Committee of the BCC 
for 19 50-51. p • 2 5. 
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on these in most of the States in the country. \'ihile 

these items coming from the other States are free of any 

tax those produced and sold within Bihar are taxable. 

Th f th . . 1' . B 'h 27 S' '1 1 ere ore ese ~terns are cost ~er ~n ~ ar. ~~ ar y, 

the continued levy of high Sales Tax on certain important 

industrial raw materials like tron and steel, coal, 

petroleum products, etc. act as great obstacles in the 

path of the industrial develop~ent of Bihar. In 1983 the 

Chamber noted: 

For industrialization, it is imperative 
that taxes should be at par with the 
neighbouring States while it is surprising 
that iron and steel is the costliest in the 
State(of Bihar) though it is being manufa
ctured here •••• The imposition of Sales Tax 
and other taxes make it costlier than other 2 industrially developed States of the country. 8 

The main demands concerning of the rotionalization 

of the Sales Tax policy raised by the Chamber can be 

enumerated thus, the multiplicity of Sales Tax, such as 

special Sales Tax or purchase tax, additional Sales Tax 

and surcharge should be unified to be levied at the first 

point, the Sales Tax charged in the State should be in 

27 Annual Report of the Commit tee of the BCC for 
1984-85, p. 63. 

28 Annual Rer)ort of the CQrunlttee of the BCC for 
1983-84, p. 44. 
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uniformity with the neighbouring States; the imposition 

of multipoint additional tax should be abolished; regulations 

and procedures should be simplified; raw materials like 

iron and steel, coal, petroleum and petroleum products 

should be made avai~ble on concessional Sales Tax, new 

industrial units should be completely exempted from Sales 

Tax both on purchase of raw materials and on Sales of 

finished products, at least for a period of seven years; 

and a Sales Tax Advisory Committee should be reconstituted 

with adequate representation of the Chamber. 29 

In 1986, the Government of Bihar introduced the 

scheme of Sales Tax Relief on purchase of Raw Materials 

whether processed or unprocessed. Large, medium, small 

as well as tiny industrial units going into production 

on or after 1·9·1986 were to have the option either to 

avail of total exemption from the pa~ent of Sales Tax 

on the purchase of raw materials or to get set-off of the 

amou:1t paid as Bihar Sales Tax on the purchase of raw 

materials against the amount of Bihar Sales Tax payable on 

the sale of finished products. 

29 Annual Report of the Committee of the BOC for 
1985-86, PP• 26-28. 
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The implementation of this scheme is yet to bear 

fruits. 

In an industrially underdeveloped state like Bihar 

unless massive financial help is forthcoming from the 

Government, industrial development cannot be expected to 

come far. Financial help for industries is provided by 

the banks all-Indian Financial Institutions as well as 

State level Financial Institutions. But the Chamber is 

not happy with their attitude towards industrialists in 

Bihar. The Chamber accuses the banks and all-India 

Financial Institutions of showing partiality and half

heartedness when it comes to help the local industrialists. 30 

Non-avai1ability of finance on tune is one of the most 

important irritant in the way of industrial development. 

The main demands of the Chamber relating to financial 

assistance comprise adequate funding by the State financial 

institutions so that industries are not starved of capital 

at the inception stage; sanctioning of loan and availability 

of the working capital should be simultaneous; the quantum 

of equity participation in industrial projects by State 

financial institutions should be improved; the Chamber 

30 This issue has already been studied in detail 
in the Second Chapter. 
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being the apex body of Trade and Industry should be 

represented on the Bihar State Financial Corporation 

(BSFC), Bihar State Credit and Investment Corporation 

(BICICO), Bihar State Industrial Development Corporation 

(BSIDC), Industrial Area Development Authority{IASA) 

and other Infrastructure Development Corporations and 

Organizations. 31 

The charges made by the Chamber against the all-India 

financial institutions overlook the difficulties of the 

latter. These institutions fec:=l that unlike Maharashtra, 

Punjab, Gujarat and other States there is no conducive 

climate for inflow of investment in Bihar. Poor recovery 

of loans is the major contributary factor that makes these 

institutions apprehensive and suspicious when it comes to 

granting assistance to the industries in Bihar. 

The State Government's stand on the protection of 

market for local industries also has not been satisfactory. 

The availability of market plays an important role in 

industrial development especially when industrial activities 

are in their primary stage. From its very inception the 

31 Singh, R.K. P.N., President, BCC, Points for 
9onsiderations of the Industrial Development 
Council, 1986, PP• 7-11· 
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Chamber wanted the State Government to take up measures 

in order to ensure markets so as to encourage local indu-

strialists. In 1929 it suggested that the Provincial 

Government set up a Provincial Stores Purchase Department. 32 

The market for local industrial products was to be 

ensured through preference in pricing and purchases so as 

to make them competitive with the other States, and by 

making it obligatory for Governmental departments and the 

large industries functioning in the State to make a certain 

percentage of their purphase from the locally produced 

industrial goods. This demand for ensuring market for 

local industrial products has grown more vigorous with the 

passing years. 

The Government of Bihar does have a Price and Purchase 

Preference Policy. But the Chamber is not satisfied with 

the way it has been implemented. In 1983, the Chamber 

complained: 

The existing price preferences are never 
adhered to. Similar is the case of purchase 
preference •••• Organized marketing facility and 
established trade can play a very vital role 
in the rapid development of industries. Central 
and State Government purchase in very large 

32 Annual Report of the Committee of the BCC 
for 1929, P• 9. 
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quantity of i terns which can be conven ien1ll,y 
produced and supplied by the local industries 
However, because of lack of ~stematic 
mangement and a clear perspective, the 
procedure for supplying goods to the Govern
ment Departments or Government owned organiza
tions, the industries are unable to have 
their share in such purchases. Thus it is 
imperative that Government should consider to 
make certain units ancillary to such organi
zations making obligatory to purchase at 
least 51% of their products, besides creating 
a Marketing Cell, and reserving items exclusively 
to be purchased from the local units. 33 

It has already been mentioned that the Government 

Departments in Bihar have preferred to make their purchases 

from outside the State, though such products are also 

locally available. In 1984, it was reported that while 

the total purchases made by all State owned Corporations/ 

Undertakings and Departments came to around ~.100 crores 

c:nnually, the Small Industries of Bih3r merely received 

orders worth ~.3 to 5 crores. 34 

The programme for promoting ancillarization was 

initiated by the Government of State in 1960 by setting 

up the Industrial Estates and later Industrial Area 

Development Authorities. Since then though a number of 

33 Annual Report of the Committee of the BCC for 
1982-83, p. 16. 

34 Annual Report of the Committee of the BCC for 
1983-84, p. 48. 
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large scale industries both in Public and Private Sector 

have been Set up in Bihar, the programme for ancillarization 

has not benefitted much from them. The Chamber satistics 

show that the major industries purchased 80% of their 

components from outside the State. 35 This helped ancilla-

rization in other states rather than in Bihar. 

The Chamber has not been able to acquire a share 

in local market for local industrial products to the extent 

it desires. This is evident from the Chamber's Annual 

ReDorts in which it regularity pleads for protection of 

market. The Chamber wants the State Government to help 

the industries in Bihar instead of competing with them. 

How the state came to compete with local industries 

iS illustrated thus: 

The Government of Bihar through Hesolution No. 7205 
dated 6.6.1984 issued instructi)ns to the Government 
Departments, Corporations, authorities, Council, etc 
making mandatory for them to make purchases from 
the joint sector industries of Bihar, State Leather 
Development Corporation, Bihar State Small 
Industries corporation, Bihar State Pharmaceutiaal 
and Chemical Corporation and Bihar State Textile 
Corporation, in preference to SSI(Small Scale 
Industry) units of the State. This is not only 

35 Ibid., p.26 
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discriminatory in nature but a measure to 
constrict development of SSI units under 
private sector. 36 

Again in 1987 the Chamber complained thus, 

One of the major problems faced by the Small 
Scale Industrial(SSI)Units of the Sta~ is 
marketing. They cannot afford large scale 
advertisement and appointing agents and 
distributors. Bihar has been made a dumping 
ground for the prodUcts of the rest of the 
country and serves as market only for other 
States. The State-owned various Industrial 
Development Corporations can play a vital 
role as 'Parents Industry• and the SSI Units 
(Small Scale Industries) as their ·~~cillary' 
But instead of helping the SSI Units these 
Industrial Corporations have in most cases 
established their own units and have become a 
formidable competitor to the SSI units •••• 
This practice violates the very basic objective 
on which these corporations were established.37 

The Chamber is of the view that creation of additional 

capacity in Pubic Sector should be stopped in those areas 

where adequate capacity exists in the private sector, such 

as leather goods, cattle feed, PVC pipes, etc. Further 

in the existing cases, the State Units should not get 

preference over Private Sector Units in getting orders 

from Government Departments and Undertakings. 38 

36 Annual Report of the Committee of the BCC for 
1983-84, p. 31 

37 Mishra, Gananath(Vice President, BCC), What 
Ails Industry in Bihar, Weekly Bulletin, 1983, 
op • cit • , p • 1 3 • 

38 Singh R.K.P.N., Op.cit., P• 10. 
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The Chamber has became assertive and aggressive 

over the years, While making its plea for markets for 

the local industrial products. In 1986, R.K.P.N. singh, 

the President of the Ch~er, placed 'Points for Consider

ation of the Industrial Development Council' which besides 

several other things stated: 

Apart from punitive measures that may be 
taken against Government Undertakings and 
Departments for non-implementation of the 
Purchase Preference Rules, some incentives 
such as ta~rebates, etc. should be given to 
them for implementing the Purchase Policy. 
Further, tenders for all Government purchases 
should be invited exclusively from industries 
in Bihar. Preference upto 15% in prices should 
be given to SSI(Small Scale Industries)units 
of Bihar over the goods manufactured by large 
and medium units of Bihar and by all Industrial 
Undertakings outside the State. Price 
Preference upto 5% should be given to large 
and medium units of Bihar over the prices of 
large and medium units of outside the State. 
In the use of goods manufactured by medium 
industries of Bihar it is suggested that 
preference may be allowed upto 10% over goods 
manufactured outside the State. 39 

The above statement has some important implications. 

It is a strong and firm stand taken by the Regional 

Bourgeoisie in Bihar which indicates the signs of conflict 

of interests of the Regional Bourgeoisie with those of 

39 Ibid., pp.S-6. 



the Monopoly Bourgeoisie, the State Government and the 

Regional Bourgeoisie in other States. 

Let us now analyze the relationship of the Regional 

Bourgeoisie with the Monopoly Bourgeoisie while dealing 

with this aspect certain points must be borne in mind. 

Firstly, in its reports, seminars, souvenirs and 

other publications the Chamber has seldom shown any 

sign of confrontation with the Monopoly Bourgeoisie. 

on the contrary, it has exhibited its willingness to 

cooperate and even to be guided and led by the latter. 40 

It is the State Government rather than the Monopoly 

Bourgeoisie which has been the main target of the Chamber's 

attacks on the issue of protection of regional market. 

The Chamber's stand on the Constitution (46th) Amendment 

Bill, 1981 which sought to prevent stock transfers between 

head offices and branch offices of commercial undertakings 

located in different states throws light on the Chamber's 

relationship with the Monopoly Bourgeoisie. The Chamber 

in a meeting on the 24th October 1981 decided to take 

'legal action•, 'educate the consumers by public media and 
41 

display of placardS' and 'consider the agitational methods' 

40 See the Statement of K.P. Jhunjhunwala on 
page 

41 Annual Report of the Committee of the BCC for 
1981-82, p. 36. 
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to protest against the Bill. 

In this regard it should be remembered that Bihar 

is being deprived of huge sums by way of unpaid Sales 

Tax because of the practice of 'stock transfer' by the 

large industrial houses. Therefore, any such move that 

seeks to check this practice should be welcomed by the 

local industrialists as it ~uld contribute to the State 

(of Bihar)exchequor. But the Chamber's sharp reaction 

to the proposed Bill showed the extent to which it was 

under the influence of the Monopoly Bourgeoisie. 

secondly, on several occassions the Chamber has 

been presided over the persons who either directly come 

f th M 1 B . . 42 b th h th rom e onopo y ourgeo~s~e or y ose w o run e 

ancilliaries of the Monopoly Bourgeoisie. 

77f-6.99 2-
Thirdly, despite expression of willingness on the 

part of the Chamber to cooperate with the Monopoly Bourgeoisie, 

the Chamber has raised many such demandS, e.g., protection 

of market, that if acted upon would be negative to the 

interests of the Monopoly Bourgeoisie. The clash of 

interests of the Regional Bourgeoisie with those of the 

42 The List of Presidents has been given in 
Appendix- _XII 



Monopoly Bourgeoisie may be shown in the way that there 

are many items like soap, oil, etc. which are manufactured 

by both of them. If the State Government accepts the 

demands of the Regional Bourgeoisie on price and purfhase 

preferences, it will certainly go against the interests 

of the Monopoly Bourgeoisie. 

Interestingly, the Chamber received hu:;re donations 

from the Monopoly Bourgeoisie like the Tatas, R.K. Dalmia, 

s.p. Jain for its bcilding funds. 43 s.p. Jain donated 

~.51,000 for the construction of the Chamber's building. 

The obliged Chamber named its main Hall as the •sahu Jain 

Hall'. 44 

The Chamber envisages a complementary concept of 

induStrial development. It wants local industries as 

well as those run by the Monopoly Bourgeoisie to flourish 

on the principle of complimentarily. It seeks guidance 

from the Monopoly Bourgeoisie for local entrepreneurs for 

updating their know-how with adequate Research and 

Development efforts, by patronizing their products and 

43 Golden Jubilee Souvenir, op.cit., p. 14. 

44 Ibid., P• 23. 
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by exhibiting the items with their specifications 

required by the former. 

The Chamber realizes the importance of the Monopoly 

Bourgeoisie in promoting industrial development in the 

State. In 1982 its Committee reported thus: 

He (U.P. Agarwal, the then President of the 
Chamber) was also appreciative of the positive 
measures initiated by the Tatas and its 
subsidiaries and other important industrial 

· houses towards the acceleration of the 
industrial development •••• He urged the represe
ntatives of larger houses to put up industries 
ih North Bihar, particularly in view of the 
connection between South and NorthBBihar through 
bridge over the Ganges and setting up of 
petro-chemical complex at Barauni in order to 
remove the imbalances of industrial growth in 
North Bihar •••• He also urged for integration 
of large with ~all ones in order to have 
quicker development of industries through a 
programme of ancillarization and requested 
for the structural linkages by providing them 
marketing, quality control, design and develo
pment, innovation of new product development 
as also to provide them with their Research 
and Development facilities ••• The consensus was 
that the large and medium industries should 
adopt a system to approach towards ameliorating 
the problems of small scale industries by 
ancillarization •••• It was assured that the 
major houses were prepared to give all possible 
help provided the quality, delivery and speci
fication are mentioned. With regard to providing 
leadership, it was assured that major houses 
~uld not be lagging in this regard ••••• K.l-1. 
Jhunjhunwala 45 ••• urged that in this changed 

45 The then Secretary Gene~al of the Chamber. 
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time, the role of the Chamber should also 
change according for which the leadership 
and guidance would be needed from major 
industrial houses like Tatas and others.46. 

Ever since its inception the Chamber has been aware 

of the weaknesses of the Regional bourgeoisie, its 

dominance by those from outside the State. On many 

occasions the Chamber has lamented over the fact that 

the sense of solidarity has been lacking in the Regional 

Bourgeoisie. One of its Annual Report notes thus: 

Unfortunately the business community are 
not well organized with the result the 
Government takes any action at its sweet 
will without considering the bnpact on the 
trade and industry •••• if it is hot found 
feasible for every individual to become member, 
such organizations who aD2 functioning in the 
Stat,, should get themselves affliated to the 
Chamber to make it stronger •••• long the other 
organizations are not affiliated to the 
Chamber as Member-Bodies, the Chamber•s efforts 
may not be very effective. 47 

Consequently, it took various steps, e.g., making 

demands from the State Govern~ent to introduce promotional 

and protective measures to give the local industri~=s an 

edge over those in other States and launching scheme to 

develop local entrepreneurship. 

46 Annual Report of the Committee of the BCC for 
1981-82, PP• 29-30. 

47 Annual Reoort of the Committee of the BCC for 
1981-82, PP• 36-37. 



To a great extent the responsibility for the 

industrial underdevelopment in Bihar also goes to 

policies of the Government of India, e.g., meagre 

allocation of funds, discrimination in granting lice-

nces to set up new industrial units, equalization of 

prices in key raw materials like coal, iron and steel 

and cement, telescopic railway freight rates to name 

just a few • These issues have been already in detailed 

in the Second Chapter. 

To recapitulate, the Bihar Chamber of Commerce 

represents the Regional Bourgeoisie. But it does not 

repreSent the Regional Bourgeoisie alone. Numerically 

the Regional Bourgeoisie is stronger within the Chamber, 

but by and large it is the Monopoly Bourgeoisie which 

controls the Chamber. It is because of this reason 

that the Chamber has not been able to take a firm stand 

against the Monopoly Bourgeoisie. These inh,:::rent contra-

dictions of the Chamber make it a weak organization. Its 

weakness is reflected also in its repe~ted failures to 

pursuade the State Government to concede some of its 

long standing demands. 
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CONCLUSION 

Lack of political will and vision on part of the 

State leadership has been one of the most important 

factors responsible for the present industrial under

development in the State of Bihar. Bihar's political 

leadership has been dominated by the landlords who have 

neither vision nor interest to industrialize the State. 

The State leadership lacks strength and instead of 

asserting itself it meekly surrenders to the Central 

leadership. As a result there are many policies pursued 

by the Centre which in name of •national interest'(which 

in practice~- often means the interest of the Monopoly 

Bourgeoisie and that of more powerful Regional Bourgeoisie 

in other States) deprive Bihar of its natural resources 

without granting an adequate compensation. Therefore~ 

unless the State leadership is strong enough to fight 
~ 

against the arbitrariness of the Central leadership and 

willing enough to provide protection and patronage to the 

local industries, Bihar will continue to lag far behind 

the indt..strially advanced States. At the same time, unless 

the Regional Bourgeoisie has an effective say in the 

State politics, the State leadership will continue to 

lack interest as well as political will to industraiize 

the State. 
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Here a brief study of the prospects of emergence 

of a powerful Regional Bourgeoisie, upon whom the 

prospects of industrialization of Bihar depend to a 

great extent, will be very much useful. The feeling 

of relative deprivation has given rise to strong regional 

forces in many parts of India. In the political field 

these forces have taken the form of regional political 

parties. Jfi:1 Bihar too has witnessed the emergence of 

regional forces, like Jharkband Movement. But the~ 

has never been 1Bihari regionalism• as such.This absence 

of a specific 'Bihari regionalism' or 'Bihari Sub-nationalism' 

has been explained by Dr. Shaibal Gupta thus: 

The most redeeming feature of our nationalism 
has been that it has been developing at two 
levels - one at the all-India level on the 
basis of pan-Indian cultural homogeneity and an 
anti-imperialism shared in common; and another 
regional (Marathi, Bengali, Oriya etc.) on the 
basis of cultural homogeniety. The economic 
component of the all-India level of nationalism 
was essentially to reserve the all-India market 
for the Indian middle class, consisting of 
Indian industrialists, traders, petty landlords 
and petty bourgeoisie to the exclusion of the 
foreign capitalist. The regional level of 
nationalism aimed at developing the regional 
market as an exclusive preserve of the regional 
middle class or classes. But the economic 
nationalism at the regional level was dependent 
on the extent and the success of the •swadeshi' 
movement which was the battlecry for industri
alization. 1 

1 Glpta, Shaibal, An Alternative Strategy, Hindustan 
Times, Patna, December 2:?., 1988, p. 13. 
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Bengal proper was the main battleground of the 

Swadeshi movement where a number of Swadeshi industries 

were set up. While in the wake of 'Swadeshi' movement 

Hadhusudan Das set up 381 Swadeshi branches in Oris sa 

through the Utkal Sarnmi !ani, the Swadeshi Hovement failed 

to find an echo in Bihar. It was, on the contrary, 

contemptuously called by the Biharis as 'babu tamasha' 2 

Thus Bihar failed to develop an econamic'sub-nationalism.' 

From the cultural point of view too Bihar is not a 

homogeneous State. Culturally and linguistically the 

tribal population of the Chotanagpur region is quite 

differet from other parts of Bihar. 

Bihar still has not been able to develop a distinct 

'Bihari identity•. On occasions slogans are raised for 

a separate Jharkhand, Kolhan, :-1agahi or Mithilanchal 

State but there has not been a single effective movement, 

either political or economic or cultural, which seeks to 

appeal to whole Bihar. In this regard, the 'Jan Jagaran 

Abhiyan• (People's awareness movement) which was taken 

2 Ibid. 
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up by the •--:::ro..Yl Vikas Manch' of Dr. Jagannath Hishra, 

the e~Chief Minister of Bihar in 1986 needs our special 

attention. The Nanch seemed to espouse the cause of the 

Bihari·s by demanding for larger Central plan outlays and 

protection of regional market among other things, But 

its very motive was to pressurize the Congressll)Party 

High Command to restore old recognition to Dr. Jagannath 

Mishra who was then being neglected by the former. when 

political constraints forced the Party High Command to 

restore old recognition to Dr. Mishra, the Hanch virtually 

lost its momentum, though it was yet formally allowed to 

exist. 

During Seventh Five Year Plan {1985-90) there were 

efforts made by the Central Government to extend Green 

Revolution towards eastern part of the country. If 

Green Revolution reaches to Bihar it is sure to give rise 

to a dynamic agriculture with immense potentiality for 

generation of surplus. This surplus from agriculture can 

play a major role in industrialization of the State. 

Green Revolution contains vast potentialities of emergence 

of a powerful class of agricultural capitalists. It would 

boost up the strength of the Regional Bourgeoisie in 

Bihar. 
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Lastly, the very warm response of the Biharis to 

the shares released by the Magadh Stock Exchange, which 

was set up in 1986 at Patna, shows their attitude towards 

industries. 3 •Business• and 'Industry• are no longer 

contemptuous terms as they used to be during old feudal 

days. Though the level of per capita savings iS low in 

Bihar, there are large 'pools of savings' in teDms of 

surplus incomes. These pools are formed by big landlords, 

ex-zarnindars, money-lenders, trading classes, professionals 

(lawyers, doctors, engineers etc.) and to an extent 

individual or partnership entrepreneurs in manufacturing 

industry. 4 The Magadh Stock Exchange provides a channel 

to the surplus money. The records of the Magadh Stock 

Exchange show that now the Bihari public iS investing in 

a big way in Bihar based cornpanies. 5 

In short, the pace of industrialization in Bihar will 

depend on the strength of the Regional Bourgeoisie and 

the support corning from the Central as well as State 

Government. However, if the Regional Bourgeoisie is not 

3 Raj Laxrni, Equity Cult Grips State, Hindustan 
Times, Patna, Dec. 22, 1988, P• 18. 

4 Techno-Economic Survey, oo.cit., P• 82. 

5 A.S. Verma, Hindustan Times, Patna, Dec. 22, 1988, 
P• 18 • 
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strong enough to have an effective say in State politics, 

the required support from the State Government as well as 

Central Government is less likely to come. 
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APPENDlX- I 

fer Capita Income at Olrrent Price~ 

(in Rupees) 

States 1949 
so 

1. Andhra Pradesh 228.8 

2. Bihar 

3. Gujar;st 

4. Haryana 

5. Kama taka 

6. Kerala 

199.8 

• 

• • 

186.1 

234.1 

7. Madhya Pradesh 255.4 

8. Maharashtra 272.6 

9. Orissa 188.1 

1960 
61 

275 

215 

362 

327 

296 

259 

252 

409 

217 

10. Punjab 333.7 366 

11. Rajasthan 172.6 284 

12. Tamil Nadu 229.0 334 

13. Uttar Pradesh 262 .o 252 

14. WeSt Bengal 353.1 390 

1965- 1970- 1980- 1982-83 
66 71 81 

387 585 

332 402 

498 829 

450 877 

448 641 

380 594 

298 484 

534 783 

329 478 

1358 

929 

1944 

2331 

1453 

1421 

1149 

2232 

1101 

562 1070 2760 

37 3 651 122 2 

403 581 1336 

373 486 1272 

532 722 1573 

1708 

1022 

2368 

2858 

1679 

1613 

1357 

2625 

1339 

3502 

1575 

1578 

1443 

1771 

1~2 

1983-
84 

2062 

1331 

2986 

3052 

2166 

2071 

1731 

3168 

1775 

3720 

1818 

1946 

1508 

2184 

~·-·-·-·-·-·-·~·-·-·~·-·~·-·~·-·-·-·-·-·~·-·~·-·-·-·~·~·-·-·-·-·~·-·-

• = Gujarat and Maharashtra combined. 

• • = Punjab and Haryana combined. 

SourcesColumn (2), Raj, K.N., Regional and Cost Factors in India's 
Development; Column (8) CHIE, Basic Statistics Relating to the 
Ihdie Economy, Vol.2; (Sept. 1988), Table 14.10. Other 
Columns, Geneaal Statistical Organisation, Government of India, 
Estimates of State Domestic Product, Nov. 1985. 
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!!.Q2anisations ]251. ]961. 1911 and 1281 

Urban Population Urban Population as% of total ( '000) PoEulation 
1951 1961 1971 1981 1951 1961 1971 1981 

~~~rE~-·~·~·~·-·-·~·~·-·~·-·-·-·-·-·-·-·-·-·~·-·-·- - ·- ·- .-. ·-- ·- ·- ·- ... ·- ... ·- ·- ·- ·- ·-
Maharashtra_ - 9,201 11, 163 15,711 21,994 28.7 28.2 31.2 35.o 

Tamil Nadu 7,334 8,991 12,465 15,952 24.4 26.7 30.3 33.0 
Gujarat 4, 428 5, 317 7, 497 10,602 27.2 25.8 28.1 31·1 

Karnataka 4, 453 5,266 7,122 10,730 23.0 22.3 24.3 28.9 
Punjab 1,989 2, 567 3,216 4,648 21.7 23.1 23.7 27.7 
west Bengal 6,282 8, 541 10,967 14,447 23.9 24.5 26.7 26.5 

Andhra Pradesh 5, 420 6, 275 8,403 12,488 17.4 17.4 19.3 23.3 
Haryana 968 1,308 1, 773 2,827 17 ·1 17.2 17.7 21.9 
Rajasthan 2,955 3, 281 4,544 7,211 18.5 16·3 17.6 20.9 

Madhya Pradesh 3,133 4,627 6, 785 10,586 12.0 14.3 16.3 20.3 
Kerala 1,826 2,554 3, 466 4, 771 13.5 15.1 16.2 18.8 
Uttar Pradesh 8,626 9,480 12, 389 19,899 13.6 12.9 14.0 18·0 

Bihar 2,626 3,914 5,634 8,719 6.8 8.4 10.0 12.5 
Orissa 594 1, 110 1, 845 3,110 4.1 6.3 8.4 11.8 
Assam 345 781 1,289 2, 041(~ 4.3 7.2 8.8 10·3 

-Ari-·india·-·-·g2~444-·7a;931-1o2:i14-js9;121-·-j7:3·-·-1a:o·-·-i9:2·-·-13;3·-·-·-·-·-·-
a = Projecte 

Source = CMIE, Basic Statistics Relating to the Indian Economy, Vol.2s States 
(Sept. 1988) Table 1.15. 
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. Mineralwise Value of Mineral Production -
Bihar and India,1982 

(Rs. in lakhs) 

Minerals Bihar India 

---------------------------------------------------------
1. Coal 88999 202369 
2. Lignite 9024 
3. Natural gas 843 
4. Patroleum 232996 

Puels 88999 445232 

5. Bauxite 185 1089 
6. Cromite 15 1925 
7. Copper ore 3886 2477 
e. Diaspere 31 
g. Gold 187 3062 
10. Iron ore 2984 14999 
11. Lead 699 
12. Manganese ore 3 3041 
13. Silver 342 380 
14. Tungsten 64 
15. Zinc 1550 

--Metallic 6179 30728 --
16. Apatite 45 
17. Phosphosite 2554 
18. Asbestos 10 113 
19. Keolin 104 554 
20. Dolonite 93 1041 
21. Fireclay 74 224 
22. KYanite 107 153 
23. Limestone 982 9557 
24. Magnesite 1247 
25. Mica 211 340 
26. Pyrites 207 207 
27. Others 31 3078 

None-metallic 1829 19093 

TOTi\L 97007 495683 

source I Mineral Statistics of India, 1983, 
Taken from Selected Plan Statistics, 1986, 
Bihar State Planning Board, Patna, p.222. 
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. INDUSTRYs PBR CAPITA POWER CONSUMPTIONs 1960-61 1 1970-71, 1980-81 and 1986-87 
(Utili ties Only) 

(KWH) 

~--·-·-·-·-·-·-·-·-·-·-·-·~·-·-·-·-·-·-·-·-·~·-·-·-·~·-·-·-·~-~·-·-·-·-·-·-·-·-·-·-·-·-·-
1960-61 1970-71 1980-81 1986-87 Annual rate of increase 

(%) between 

1970-71 
and 

1980-81 

1970-71 
and 

1986-87 
-·-·-·-·-·-·-·-·-·-·-·~·-·-·-·-·~·-·-·-·-·~·-·-·~·-·-·-·-·-·-·-·~·-·-·-·~·-·-·-·-·-·-·-·-MAJOR STATES 

: _ Punjab 32.0 (a) 104.9 112.0 203.9 o.7 4.2 
Gujarat 39.1 95.2 154.6 178.6 5.0 4.0 
Maharashtra 46.8 119.5 149.4 163.1 2.3 2.0 
Madhya Pradesh 9.3 38.1 7o.o 116.0 6.3 7.2 
Tamil Nadu 27 .o 74.9 98.0 114.0 2.7 2.7 

Andhra Pradesh 10·9 31.5 56.4 113.1 6.0 8.3 
Karnataka 31-0 83.4 105.5 101.7 2.4 1.3 
Orissa 26.1 68.6 85.4 96.1 2.2 2.1 
Haryana (b) 48.7 102.1 90.0 7.7 3.9 
West Bengal 51.8 86.8 79.2 73.9 -0.9 -1·0 

Kerala 23.5 60.3 78.8 70.1 0.3 1·0 
Rajasthan 1.7 27.2 45.7 62.2 5.3 5.3 
Bihar 16.7 41.7 44.9 48.9 o.8 leO 
Uttar Pradesh 6.8 34.7 38.0 38.2 0.9 0.6 
Assam 1·1 13.4(c) 25.3 25.6 6.6 4.1 

-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-
All India 78.5 2.7 2.7 

-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-
a) Includes Haryana and Punjab (b) Included under Punjab (c) Includes Meghalaya and 

Mizoram 
Ranked by per capita industrial power consumption in 1986-87 

Source = CMIE, Basic Statistics Relating to the Indian Economy~ 
Vol. 2: States (Sept. 1988) Table 5.10· 



Aecumulated Losses by Major Enterprises till 
1982-83 (Rs. in crore) 

-·-·-·-·-·-·-·-·-·-·-·-·-·-·~·-·-·-·-·-·-·-·-·-·-·-·-·-·-· 
Name of Enterprises 

Bihar State Electricity 
Board 

Bihar Road Transport Corpn. 

Bihar State Water Development 
Corporation 

Sugar Corporation 

Bihar Small Scale Industries 
Development Corporation 

Industrial Development Corpn. 

Total Capital 
Investment 

1251.00 

64.00 

-
34.00 

12.00 

31.00 

Loss 

107 .oo 

48.00 

34.on 

40.00 

s.oo 

s.oo 

SOUrce a Report of the Bureau of Public 
Enterprises, Bihar, 1982-83. 

APPEN't>IX. •it 
\·aL. . .. Profit Earned by State Enterprises in 1982-83 

(Rs. in crore) 

-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-· Name of Enterprises Total Capital Profit 
Investment 

Handloom and Handicraft 7.04 o.os Corporation 
Warehousing Corporation 2.00 0.30 

Food and Civil Supply 16.20 0.60 Corporation 
TextboOk Corporation 0.47 0.49 

Forest Development Corporation 1.70 o.o7 
Financial Corporation 16.75 1.90 
Credit and Investment Corpor- 2.63 0.55 ation 

Source a Report of the Buroau of Public Enterprises, 
Bihar, 198?.-83. 
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' CMIE's Index of Relative Development of Infrastructure: 1966-67 - . ~ 

to 1986-87 

Index of relativ.e development of Infrastructure around 
1966- 1976- 1978- 1979- 1980- 1981- 1Q82- 1983- 1984- 1<-l85- 1986- 1986-

67 77 79 80 81 82 83 84 85 86 87 87 

!:!sior States 

Punjab 201 216 208 217 215 212 213 208 212 218 216 
.Haryana 129 151 149 150 154 151 154 151 154 150 145 
Tamil Nadu 171 152 146 154 153 152 149 144 138 142 142 
Kerala 135 167 149 138 137 136 136 140 137 140 140 
Gljarat 111 122 125 126 125 126 128 126 128 132 132 

west Bengal 152 133 145 134 132 131 133 124 123 1 ?.3 123 
Maharashtra 117 111 119 116 118 117 118 115 119 119 118 
Uttar Pradesh 107 112 116 109 107 108 109 108 108 108 108 
Andhra Pradesh 93 97 94 98 98 98 0 98 100 100 105 104 
Kama taka 90 105 101 102 101 101 102 99 98 100 100 

Bihar 98 104 101 100 97 97 97 98 98 98 95 
ASsam 73 89 93 93 93 93 93 93 95 87 96 
Orissa 69 79 83 82 82 83 81 85 85 81 83 
Rajasthan 59 81 74 77 77 77 81 77 sa 79 79 
Madhya Pradesh 53 61 63 62 62 62 64 68 68 71 71 

All India 100 100 100 100 100 100 100 100 100 100 100 

-·-·-·~·~·-·-·~·-·~·~·~·-·~·-·-·-·~·~·-·-·-·~·-·-·-·--~--·~-~-~·-·-·-·~·~·~·-·-·~·~·~·~·-

Source I CMIE, Basic Statiscs Relating to the Indian Economy, 
Vol. II : States (Sept. 1988), Table 6.1. 

- 1 
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. ~ contd. 

utation 

This series of index numbers covers the sixteen indicators 
listed in the statement below. There is an apparent overlapning 
in the case of many of the indicators. However, this has 
been deliberately to cover different facets of the same 
intrastructure facility. 

It should be stressed that the weights indicated along
side are purely subjective and it is difficult to offer any 
universally acceptable basis in purely quantitative terms 
for these weights. All that can be argued in its favour is 
that in our view the weights seem to reflect, more or less 
adequately, the relative roles of different elements in the 
growth process. This view is further corroborated by a 
comparison of the index numbers of the infrastructure and the 
index numbers of per capita income in different states. 

Item Weight 

I • PO}@I 20 
1. Per capiita cionsumption of electricity {kwh) 10 
2. Per cap ta ndustrial consumption of 

electricity (kwh) 5 
3. Percentage of villages electrified to total 5 

number of villages. 

II. Irrigation . £Q 
4. Percentage of net/gross area irrigated to 

total net/gross cropped area 20 

III. Roads 
1. Road length in km. per 100 sq. kms. of area 
6. Number of motor vehicles per lakh population 
7. Length of National highways in km. per 

1000 sq. kms of area. 

IV. Rail ways 
a. Railway route length in km. for 1,000 sq.kms 

of area 
v. Post Offices 

9. Number of permanent post offices per lakh 
population 

10. NUmber of letter boxes per lakh population 

.12. 
5 
5 
5 

£.Q. 
20 

a 
2.5 

2.5 

-·~·~·~·-·-·~·~·-·~·~·~·-·-·-·~·-·-·~·-·-·-·-·-·-·~·-·~·-·~·-

Table 4 contd ••• 



.' contd. 

-·~·-·-·-·~·~·-·-·-·-·-·-·-·-·-·~·-·-·-·-·-·-·-·~·~·~·-·-·~ Item Weight 
-·~·-·-·-·-·-·-·-·-·-·-·-·-·-·~·-·~·-·~·-·~·-·-·~·-·-·~·-·~ 

VI. Education 
11. Literacy per~entage 
12. Schooling facilities (enrolment) 

Percentage of age group in 
(a) I to IV 
(b) V to IX 
(c) X to XI 

VII. Health 
13• Number of hospital beds per lakh 

population 

VI II .Banking 
14. Per capita deposits (Rs.) 
15. Per capita bank credit (Rs.) 
16. Number of bank offices per lakh 

population 

1Q 
4 

2 
2 
2 

4 

4 

6 
~ 
2 

2 



APPE Nbl X.- \ill] 

Regionwise Per Capita Consumption of Energy in ~ihar and India 

(iti KWH) 

Year North Bihar South Bihar Chotanagpur Bihar 

1951 0.42 7.96 71.37 19.80 

1956 1.09 11.12 107.43 29.74 

1960-61 2.53 24.52 141.41 41.09 

1965-66 3.96 30.73 166.76 57.70 

1973-7 4 11.02 36.94 200.58 71.03 

1977-78 15.25 44.23 240.04 87.32 

1982-83 18.55 62.21 257.31 85.00 

1983-84 18.42 46.26 267.92 91.00 

1984-85 (i) 
17 ·01 44.09 264.98 87.56 

(i) Provisional 

Source 1 Electricity Board at e Glance, 1984-85, Bihar State 
Electricity Board, Patna. 

India 

17.78 

26.40 

38.95 

61.33 

97.48 

120.73 

146.00 

154.00 

154.00 



APPENDIX - IX. 

1 t:" .• 
. . 01 

!he Chief Ministers and their tenures 

1. Dr. Srikrishna Singh 

2. Deep Narain Singh 

3. Vinodanand Jha 

4. Krishna Ballabh Sahai 

5. Mahamaya Pd. Sinha 

6. Bindeshwari Pd. Manda! 

7. Bhola Paswan Shastri 

8. Sardar Harihar Pd. singh 

9 • Daroga Pd. Rai 

10. Karpoori Thakur 

11. Kedar Pandey 

12. Abdul Gafoor 

13. Dr. Jagannath Mishra 

14. Ram Sundar Das 

2.4.1946 - 31.1.1961 

1.2.1961 - 18.2.1961 

18.2.1961 - 2.10.1963 

2.10.1963- 5. 3.1967 

5.3.1967 - 28.1.1968 

1.2.1968- 22.3.1968 

22.3.1968- 29.6.1968 

26.2.1969- 22.6.1969 

16.2.1070- 22.12.1970 

22.12.1970- 2. 6.1971 

19. 3.1972-2.7.1973 

2. 7.1973- 11.4.1975 

11. 4.1975- 30.4.1977 

21. 4.1979- 17.2.1980 

Source 1 Budget Speeches, Bihar Legislative Assembly 
Library Collections, Patna. 



APPENDIX - X 

The Chamber has representation on the following 

Public Bodies s 

1. Eastern Railway Zonal Railway Users• Consultative 
Canmittee. 

2. North Eastern Railway zonal Railway Users• Consultative 
Committee. 

3. Divisional Railway users• Consultative Committee, 
Danapur. 

4. Patna Junction Consultative Qormtittee. 

5. Lakhisarai Station Consultative Committee. 

6. Arrah Station Consultative Committee. 

7. Bakhtiarpur Station Consultative Committee. 

8. Mokamah Station Consultative Committee. 

9. Jehanabad Station Consultative Committee. 

10. Sekhpura and Nawada Station Consultative Committee 

Source 1 Annual Report of the Committee of the BCC 
for 1986-87, PP• 17-18. 
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The President of the Chamber is ex-officio nomlnated 

by the Government of State to the follo\-.'ing bodiess 

1· Bihar State Citizen's Council. 

2. Advisory Council on Trade. 

3. State Advisory Board for National Savings. 

4. I~dependent Board, Department of Labour and Employment, 
Government of Bihar, Patna. 

s. Bihar State Electricity Board Consultative Council. 

6. Bihar State Planning Board. 

7. Panch Pranali Parishad, Department of Labour and 
Employment, Government of Bihar, Patna. 

a. Coordination Committee for Development of Productivity 
Movanen t in Bihar. 

9. Bihar State Export Corporation Limited. 

10. Bihar Industrial Development Council. 

11· Advisory Committee for Equal Remuneration. 

12. State Apex Body. 

13. Bihar Standing Labour Committee. 

14. Standing Committee of Bihar Industrial Development 
COuncil. 

15. State Committee on Environment Planning and Co-ordination. 

16. Monitoring Committee for Implementation of Programme 
Concerning c.s.I.R. Activities in the field of Industrial 
Development. · 

17. Working Group of Industries for Preparation of Perspective 
Plan for Development of State over the next 15 years. 



18. Advisory Committee of theC.S.I.R. Polytechnology 
Clinic. 

19· Adult Education Board. 

20. Committee for taking oral interview of candidates 
under Bihar Factory Welfare Officer examination for 
Patna and Ranch!. 

21. Local Advisory COmmittee, Shrikrishna Science Centre, 
Patna. 

22. Bihar State Apprenticeship Council. 

23. Executive Committee of the Bihar State Branch of the 
Indian Red Cross Society. 

24. Audyogic Sampark Pnrishad. 

25. State Level Incentive Committee during Sixth Five 
Year Plan. 

26. Committee for Revision of Minimum Wages for Engineering 
Indus tries • 

27. Bihar Central (Permanent)Labour Advisory Board. 

28. High Level Canmittee for Comnercial Taxes. 

29. Data Bank for Industrial Development of State, 
Department of Industries, Government of Bihar, Patna. 

30. Monitoring Ce11 for speedy establishment and solving 
the problems of s.s.I. by Department of Industries, 
Gover!lnent of Bihar, Patna. 

31. Consumer-Protection Council, Department of Food, 
Supply and Commerce, Government of Bihar, Patna. 

32. Advisory Committee attached to S.I.S.I.(Appreciation 
not given), Patna (Ministry of Industry, Government, 
of India) • 

33. Standing Employment Committee {Department of Labour 
and Employment, Government of Bihar, Patna). 

34. Advisory Committee for Employment of Disabled Persons 
in Bihar.et 



1·5fJ 

35 Industrial Data Bank (Governing Body), Directorate 
of Technical Development, Industries Department, 
Government of Bihar, Patna. • 

et • Secretary General BCC is the ex-officio member in 
these bodies. 

SourceaAnnaal Report of the Committee of the BCC for 
1986-87. PP• 22-23. 
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APPENDIX - XII 

Presidents ( 1926 - 87) 

NAME - YEAR -
1. Dewan Bahadur R.K. Jalan 1926-27; 1929-30 

2. Rai Bahadur Banshidhar 1927-28; 1928-29 
Dhandhania 

3. Rai Bahadur Ram Rau Vijay 1930-31 
Sinha 

4. Raja Devakinandan Pd. Singh 1931-32; 1932-33; 
1933-34. 

s. Nirmal Kumar Jain 1934-35. 

6. Dewan Bahadur D.D. Thacker 1935-36. 

7. Rai Bahadur Shri Narain Arora 1936-37. 

8. Lala Gurusharan Lal 1937-38; 1948-49. 

g. Seth Ram Krishna Dalmia 1938-39. 

10. Rai Bahadur L.P. Ohandhania 1939 

11. Charkeshwar Kumar Jain 1939-40; 1940-41. 

12. Lala Balkrishna Das Khandelwal 1941-42. 

13 •. Shant! Prasad Jain 

14. Rai Bahadur Shyam Nandan 
&a hay 

15. Lt. Col. Sarangdhar Sinha 

16. B.p. Agarwal 

17. Rai Bahadur Harak Chand Jain 

18. Ram Dayal Joshi 

19. Chand Mull Rajgarhia 

20. Ashok K~mar Jain 

1942-43; 1943, 1945-47 7 
1947; 1953-54; 
1954-55; 1956-57. 

1944-45; 1945-46. 

1949-50; 1951. 

19 51-52; 1952-53. 

1958-59. 

1959-60. 

1961. 

1961-62; 1962-63. 



·1~~· 

21. K.L. Illandhania 1963-64 

22. K.N. Sa hay 1964-651 1965-66 
1969-707 1970-71. 

23. V. Poddar 1966-67: 1968. 

24. R.S. Pande 1968-69. 

25. D.P. Sharma 1971-73. 

26. K.C. Chaudhary 1973-74 

27. J.p. Saxena 197 4-751 1975-77 

28. Kamal Singh 1977 

29. G.s. Dalmia 1977-78: 1978-79. 

30. Sitaram Rurgta 1979-801 1981. 

31. u .p. Agarwal 1981-827 1982-83. 

32. B.P. Gupta 1983-84; 1984-85. 

33. R.K.P.N. Singh 1985-86r 1986-87. 

Source 1 Annual Report of the ComMittee of the 
BCC for 1986-87 • 
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