
 
 
MR. SPEAKER SIR, 

    With your permission, I rise to present the full Budget and the 
Annual Financial Statement for the year 2006-07. I am presenting the 
Budget at a time when the common people of this State has once 
again, and repeatedly for the seventh time, elected the Left Front to 
power and created a new record in the history of parliamentary 
democracy. Through this mandate, the people of the State has once 
again reposed their trust in the policy of the Left Front Government. 
They have, at the same time, a lot of expectations from this 
Government. This budget, prepared within the limitations of the 
State Government, is an attempt to honour these expectations of the 
people of West Bengal. 
 
1.  The National Background 

   1.1  The main question is: following which of the paths are these 
expectations to be honoured? One path is based on the policy of a 
particular type of one-sided globalisation, liberalisation and 
economic reforms, as advocated by the IMF and the WTO. The other 
path is based on an alternative approach of participation in world 
trade and economic reforms—an alternative which upholds the 
interests of common people of our country. 

   1.2  For the last fifteen years, it is the IMF-WTO guided policy that 
has been pursued from the national level. The main thrust of this 
policy has been to allow a liberalized entry of imports (most of which 
are by the multinational  corporations) through a hurried withdrawal 
of quantity restrictions and repeated reduction of customs duties, 
even without giving adequate time for preparation to the domestic 
producers. As a result of following this policy with undue haste, the 
domestic producers have been continuously placed at a position of 
relative disadvantage—a position of unequal competition. In 
consequence, the rate of growth of imports has been much faster than 
that of exports. As an overall effect of this policy, the gap between 
imports and exports which was only Rs. 3.8 thousand 
crore in 1991-92 has alarmingly increased by 46 times and reached a 
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staggering figure of Rs. 1.76 lakh crore in 005-06 (Ministry of 
Commerce & Industry, Government of India, 2006). That means, 
every year, the domestic producers are now losing, in the net sense, 
this large share of their market which is about 12 per cent of the total 
annual production (Rs. 15.1 lakh crore) in agriculture and industry in 
the country (Economic Survey, Government of India, 2005-06, Table 
1.1). It is apprehended, on the basis of the latest data for the current 
year (2006-07), that if this trend continues, then even within this year 
the domestic manufacturers may lose 15% of their market, with 
possibility of a more severe loss in future. As a result of loss of this 
significant share of the market year after year, farmers have been 
adversely affected, and industrial sickness has also increased. The 
year-wise data on the number of such sick industrial units in the 
organised sector registered with BIFR since 1987, indicate that this 
industrial sickness has increased particularly after the initiation of the 
so-called policy of liberalisation in 1991, and the total number of such 
registered  sick units has now reached 5,324 at the end of 2005. Out of 
this, the largest number of registered sick units is in Maharashtra 
(1076), followed by Tamil Nadu (521), Gujarat (504), Andhra Pradesh 
(503), Uttar Pradesh (344), Delhi (335), West Bengal (332), Karnataka 
(282), Punjab (242), and then more or less in each of the total 29 States 
in the country. 

    1.3  Moreover, following the path guided by the IMF-WTO policy, 
foreign direct investment has now also been permitted in the retail 
trade. As a result, the common domestic traders have been adversely 
affected in all the concerned States. 

    1.4  In consequence of this loss of markets of domestic producers in 
industry and agriculture, rise in industrial sickness and adverse 
impact on domestic traders, there has been a sharp increase in 
unemployment in the entire country. On the basis of data on 
unemployment published by the National Sample Survey, it is found 
that an additional number of nearly 1.57 crore has been rendered 
unemployed within the period from 1993-94 to 2005-06, and 
unemployment has become a burning socio-economic problem in the 
country. 
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    1.5  In the national-level policy, there has not been any concrete 
planning for a sustainable solution to this main problem of 
unemployment in the country directly through the structure of 
production and trade. Instead, a recourse has been taken through the 
National Employment Guarantee Programme to a scheme of 
providing 100 days of employment to persons, capable of manual 
labour, through creation and maintenance of infrastructure in rural 
areas. But even this scheme has not been considered for urban areas.  

    1.6  As a part of the economic policy of the Centre, along with 
reduction of subsidy for public distribution system, increase in the 
prices of petro-products, enlarge-ment of the scope of entry of foreign 
organisations in the financial institutions, new types of assaults have 
also been inflicted on the States in the Centre-State relations. In the 
sphere of Centre-State relations, not only have the major problems 
relating to the inadequacy of proportion of devolution of Central 
taxes collected from the States, the unjust burden of the Central loans 
on the States etc. not been solved, but new conditions are being 
imposed on the States in the name of reorganising the existing 
Central schemes. For instance, while the prevailing Megacity 
Programme has been transformed into JNNURM, new conditions 
have been added, such as the repeal of Urban Land Ceiling Acts in 
the States. This intrusion into the State subjects has been followed by 
withholding of the release of Central funds until compliance has been 
ensured by the State Governments. It is also a matter of regret that 
assaults have been made on the small savings programmes which are 
known to be significant for both the common people as well as the 
State Governments. On the other hand, encouragement has been 
given to the Private Mutual Funds, including the Foreign Mutual 
Funds. 

    1.7  It is a matter of further concern that of late, steps have been 
taken by the Central Government to initiate, in effect, the process of 
convertibility of  Indian rupee on capital accounts. As a result, 
following an increase in the interest rate structure in the First World 
countries, there has been reportedly sudden withdrawal of foreign 
funds invested through the foreign financial institutions. Moreover, it 
is apprehended that the resources mobilised through the Mutual 
Funds have been channelled into the share market without adequate 
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preparation resulting in an artificial upward trend in the share prices. 
It is held that as a consequence of all these steps, associated with 
the policy of liberalisation, there has been a crash as 
well as instability in the share markets. This problem may have the 
implication of a distant thunder, and it may cause adverse effect on 
the economy and the unemployment situation. 

    1.8  Following the path of IMF-WTO guided economic policy, no 
sustainable solution has thus emerged to the main problem of 
unemployment in the country. And it is due to the social situation 
created by the problem of unemployment that all the divisive 
forces—in the name of religion, caste, regions and terror—have 
started manifesting themselves. 

    1.9  Moreover, it needs mentioning that increase in unemployment 
has also meant a wide loss of purchasing power of the common 
people. This, in its turn, has adversely affected the expansion of the 
market and has also constrained the growth of production in 
agriculture and industry. It is, important, therefore, to note this self-
contradictory nature of the IMF-WTO guided economic policy. On 
the one hand, this policy, by liberalising imports, tries to capture the 
domestic market. On the other hand, by increasing unemployment, it 
assaults the same market and tends to stifle the over-all expansion of 
the economy. 

    1.10  Confronted with this situation, and within the limitation of 
existing socio-economic structure, the Left Parties, and in particular, 
the Left Front Government of this State has been for quite some time 
proposing, in the interest of vast majority of common people, an 
alternative approach to economic policy. The main thrust of this 
alternative approach is that the basic social objective of economic 
policy should not be only an increase in the Gross Domestic Product, 
but it should be an increase in generation of employment and income 
of the common people. To this end, enhancement of production in 
agriculture and industry, and expansion of services, should take 
place in a manner that the objective of increase in employment and 
income generation can be achieved. 
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    1.11  In order to cause this employment-oriented increase in 
production, there has to be, within the market structure, a lessening 
of monopolistic powers and a move towards more equal competition, 
so that larger number of common working people can participate in 
production and services. And, in the spheres where markets are non-
functioning or imperfect (such as, primary education, primary health 
and specific areas of infrastructure), there has to be the presence of 
social welfare role of the Government. While performing this role, 
there has to be, for similar reasons, a lessening of monopolistic 
powers within every sphere of the Government and involvement of 
common people in this decentralised functioning of the Government. 
In addition, there can be specific areas where the joint functioning of 
the Government and the private initiative would be necessary in 
consistence with the main social objective of employment generation 
and decentralisation. 

    1.12  It has already been mentioned that in the sphere of external 
trade, the IMF-WTO guided policy of libera-lisation of imports, 
without giving scope for domestic preparation, has created a 
situation of unequal competition and has effectively increased the 
monopoly powers in the structure of trade. In the alternative 
economic policy, emphasis has been placed on giving time and 
facilities for preparation of the domestic producers, on the basis of 
which the Indian agriculture and industry can reach a more 
competitive position. On the basis of this preparation and a core of 
self-reliance, it should be possible for us to participate in 
international trade in different specific areas and in terms of mutual 
advantage. This view should be effectively raised by the 
representatives of Government of India, in alliance with a large 
number of other developing countries at the WTO, and all efforts 
should be made to have this view accepted. Till such acceptance is 
possible, it would be essential to interact with other developing 
countries for building up an alternative arrangement of trade among 
these countries on the basis of complementary advantages. 

    1.13  In this alternative approach, there has to be lessening of 

monopoly powers within different spheres of domestic economy as 

well. Since, for instance, there are significant monopolistic elements 
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in the trading sphere within the country, it has been repeatedly urged 

in the alternative policy that the Central Government should, in 

coordination with the States, give a special emphasis on the 

procurement and public distribution of essential commo-dities, so 

that a situation of countervailing competition can be created for 

protecting the interests of both common farmers and consumers. In 

this role of the Government, there is again a scope of decentralisation 

by involving the self-help groups out of the members of family of 

working farmers and also the cooperative system at the ground level.  

    1.14  For creating once again this situation of counter-vailing 

competition, a particular importance has been attached in the 

alternative policy to the presence of viable and profitable Central 

Public Sector Undertakings in the socially significant spheres of the 

economy. It is again in the interest of competition, employment and 

income generation that it is essential to encourage, along with large 

industries, growth of medium and specially small-scale industries. 

For similar reasons of competition, employment and income 

generation, a special emphasis has to be given to land reforms and 

extension of credit and other facilities to the common farmers. 

    1.15  Finally, there has to be breaking down of mono-polistic 

interests within the Government itself, in terms of decentralisation 

from the Centre to the States, and then from the State level to the 

Panchayats in rural areas and municipalities in urban areas—and 

finally to the active involvement of the local common people. 

    1.16  So long, only we had been proposing this alter-native 
approach to economic policy. But now, a number of developing 
countries of Latin America and the working people of different 
countries have also started raising their voices strongly in support of 
such an alternative policy. It will be our efforts to organise the 
common working people across the States and raise the major issues 
of this alternative policy at the national level and have those acepted. 
Till we succeed in these efforts, we would try our best within the 
framework of the Central policy and limitation of the State 
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Government, to implement, as far as we can, different aspects of the 
alternative policy in the interests of common people of the State.  
 

2.  Alternative Policy of the State: Main Proposals for 

    Expenditure 

   2.1  This State budget has been formulated keeping in view the 
perspective of this alternative economic policy at the State level. 
Increase in employment generation and income of common people 
has accordingly remained the basic objective of this budget. For this 
purpose, steps have to be taken for increasing production in 
agriculture and industry, and for expansion of services in such 
manner that leads to effective employment generation and 
enhancement of income. It needs to be mentioned that the objective 
of reducing the number of people below poverty line and 
development of disadvantaged regions of the State has again been 
linked to a special initiative for employment generation and 
enhancement of income. Further, improvement of physical 
infrastructure (irrigation, roads, power,  etc.) and social infrastructure 
(education, public health, etc.) have also been linked to this increase 
in employment generation and income through increase in 
production. 

    The main pillars for implementing this fundamental social goal 
and the associated objectives have been a move towards equal 
competition by lessening the monopolistic powers in the market, and 
decentralisation and participation of common people in the 
Government. 

    2.2  Since the Farm Management Studies data obtained from each 
district of the State have repeatedly confirmed both highest 
employment generation and highest production per acre in the lands 
of the small and marginal farmers, land reforms have remained the 
main basis of employment-oriented increase in agricultural 
production. It needs to be noted further that the basis of a move 
towards equal competition by lessening the monopolistic powers in 
agriculture is again land reforms. In the alternative policy of the 
State, therefore, a special emphasis has been given to land reforms, 
and this emphasis will be continued. 
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    2.3  According to the latest State-wise data (March 31, 2006), West 
Bengal has been the foremost among all the States in implementation 
of land reforms. It is noteworthy that of the total number of 
beneficiaries of land reforms in the country as a whole, 53.2 per cent 
are from West Bengal itself. The total agricultural land distributed in 
this State (up to March, 2006) is 11.04 lakh acre with number of 
beneficiaries reaching 28.48 lakh families, 56 per cent of whom belong 
to the scheduled castes and the scheduled tribes. In addition, as other 
components of land reforms, the number of recorded sharecroppers 
has now reached 15.07 lakh and the number of beneficiaries of 
distribution of home-stead land has reached 5.54 lakh. Moreover, 
with a view to empowering women in the rural areas of this State, 
4.95 lakh joint patta and 1.42 lakh female patta have been distributed. 
Honourable Members would be happy to know that while in the rest 
of the country, the distribution of ceiling-surplus land has almost 
been stalled, in this State, an additional 30 thousand acres of land has 
been targetted for distribution among the farmers in the current 
financial year. 

    2.4  Along with acquisition of ceiling-surplus land and its 
distribution, a new initiative has been started in this State since last 
year, for the first time in the whole country, under which the State 
Government purchases land even from the persons, who own land 
within ceiling if they are willing to sell a part of their land, and 
distribute such land free of cost among the landless agricultural 
labourers and the rural poor. I propose to provide an amount of Rs. 
25 crore for this purpose in the budget of the current year. 

    2.5  The main objective of the agricultural policy of the State, which 
has its foundation on land reforms, is to increase agricultural 
production in such a manner that self-sufficiency in foodgrains is 
achieved at the State level. Then, after maintaining this self-
sufficiency, crop diversification would be undertaken so as to reduce 
the deficit in some major crops. And through all these steps, the basic 
objective of employment generation for common farmers is to be 
achieved. Along with this, priority has been accorded to increase in 
productivity, reducing the cost of production through the use of bio-
technology, post-harvest storage and improvement of marketing 
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facilities, so that, along with employment generation for farmers, 
there is also a sustainable increase in their income. 

    2.6  In order to move towards these goals of the agricultural policy, 
special emphasis has been given, after land reforms, on extension of 
irrigation facilities and use of improved seeds and fertilisers. As a 
result, the total net irrigated area as a proportion of the total net 
agricultural area has increased steadily from 32 per cent in 1977-78 to 
an estimated 68.3 per cent in 2005-06. In the use of improved seeds, 
specially in paddy cultivation, the coverage of improved variety of 
seeds in the total area under cultivation has also increased from 28 
per cent in 1977-78 to 95.5 per cent in 2005-06. To enhance 
productivity on a sustainable basis through use of fertilisers, 
application of a balanced mix of chemical, organic and bio-fertilisers 
is specially important. For this purpose, in the year 2005-06, steps 
have been taken to use, along with chemical fertilisers (13.61 lakh 
MT), enhanced quantities of organic fertilisers (137.92 lakh MT) and 
bio-fertilisers (4.29 lakh MT). The cropping intensity has also 
continuously increased and reached 180.0 in 2005-06. In consequence 
of all these steps, starting with land reforms, the Gross State 
Domestic Product from agriculture in the State over the period from 
1993-94 to 2003-04 has grown at an average annual rate of 3.64 per 
cent, which is not only much higher than the average annual rate of 
growth of Gross State Domestic Product from agriculture for all 
States taken together over the same period, but is also the highest 
among all States. (Source: Planning Commission and Central 
Statistical Organisation, Government of India.) 

    2.7  Honourable Members, due to excessive rains 
and the floods in September-October of the last year (2005-06), 
according to the latest estimates, agricultural crops in about 13.80 
lakh hectares in eight districts were damaged. Confronted with this 
calamity, the State Government, after due coordination with the 
concerned departments and the Panchayats, sanctioned Rs. 165.60 
crore for relief and reconstruction. In the matter of reconstruction, 
special emphasis was given on distribution of minikits, free of cost, 
among farmers with a view to increasing the production of Rabi 
crops. Even after taking these steps during the Rabi season, on 
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account of continued lack of rainfall during the Boro season, there 
was some further damage to crops. Honourable Members will be 
happy to know that although natural calamity struck the State twice 
in the year 2005-06, the total production of rice in the State in 2005-06 
has reached an estimated 148.0 lakh metric tonnes, which is higher 
than the total internal requirement of the State, and West Bengal has 
again occupied the first position among all States in production of 
rice. At the same time, the production of potato in the year 2005-06 
has increased to an estimated 80 lakh metric tonnes, which is higher 
than the requirement of the State (43 lakh MT), and in this regard, the 
State’s position is second as before. In addition, the total production 
of vegetables has increased to 117 lakh metric tonnes, which is higher 
than the State’s requirement (86 lakh metric tonnes) and in this case 
also, West Bengal occupies the highest position among all the States. 

    However, while talking about these achievements, it is also 
necessary to mention that there are deficits in the production of 
wheat, pulses and oilseeds in the State. 
    2.8  To consolidate further the self-sufficiency in the production of 
foodgrains and to reduce the deficit in the production of the crops 
mentioned above, targets have been fixed to increase the production 
of rice from 148.0 lakh metric tonnes in 2005-06 to 154.17 lakh metric 
tonnes in the current year (2006-07), production of wheat from 8.25 
lakh metric tonnes to 10.80 lakh metric tonnes, production of pulses 
from 2.00 lakh metric tonnes to 3.00 lakh metric tonnes and 
production of oilseeds from 5.50 lakh metric tonnes to 7.10 lakh 
metric tonnes. To achieve these targets and also to increase 
productivity, it is necessary to attain self-sufficiency in production of 
seeds within the State. After now attaining such self-sufficiency in the 
case of paddy and mustard, it is necessary to take similar initiatives 
in the case of other important crops as well. Along with this, in order 
to meet the challenges of globalization on the basis of alternative 
policy, it is also necessary, along with increasing productivity, to 
reduce the cost of production, with appropriate increase in the use of 
organic and bio-fertilisers and bio-pesticides through application of 
bio-technology. Keeping in view the objectives of production of 
improved seeds, along with research and applications of bio-
technology, I propose to provide an additional sum of Rs. 20 crore in 
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the budget of the current year for appropriate research in agricultural 
universities and agricultural research centres and for improved use of 
agricultural farms for this purpose. 
 
    2.9  As part of crop-diversification programme, steps have been 
taken to encourage horticulture and floriculture. As a result, the 
production of pineapple in the State has increased from 3.49 lakh 
metric tonnes in 2004-05 to 3.65 metric tonnes in 2005-06, and in this 
regard, West Bengal has remained at the first position among the 
States. The production of litchi has increased from 69.9 thousand 
metric tonnes in 2004-05 to 76.9 thousand metric tonnes in 2005-06, 
and here West Bengal has ranked second among the States. During 
this period, the production of mango has increased from 4.61 lakh 
metric tonnes to 5.85 lakh metric tonnes, and in this case, West Bengal 
occupies the first position. Keeping in view the importance of the 
increase in production in these three areas, as well as in potato and 
vegetables (as already mentioned), five special zones have been set 
up for the purpose of export of pineapple, litchi, mango, potato and 
vegetables, at the same time maintaining a balance with internal 
demand. Floriculture, industrial use of flowers and export of flowers 
have also been encouraged. To promote post-harvest storage and 
marketing in each of these spheres of horticulture, I propose to 
provide an additional sum of Rs. 5 crore in the budget of the current 
year. With additional allocation of Rs. 20 crore for agriculture and Rs. 
5 crore for horticulture, the total plan outlay for agriculture and 
horticulture, which was earlier raised Rs. 47.79 crore in 2005-06 to Rs. 
59.0 crore in 2006-07 is proposed to be raised further to Rs. 84.0 crore. 

    It is necessary to mention that in view of the increased target of 
production of each crop in agriculture in the current year (2006-07), it 
is estimated, on the basis of detailed data on employment generation, 
that at least 2.13 additional employment would be generated in the 
current year. 
    2.10  I have already mentioned the importance of the extension of 
irrigation facilities for increasing production in agriculture and 
generation of employment. Keeping this importance in view, target 
has been fixed in the current year to increase the total net irrigated 
area as a proportion of the total net agricultural area form 68.3 per 
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cent in 2005-06 to 71 per cent in the current year (2006-07). For 
achieving this objective, extension of minor irrigation facilities will  
have a significant role. In selecting minor irrigation  schemes, in view 
of arsenic contamination of ground water, caution will be exercised 
in the use of ground water, and special emphasis will be given on 
increased use of surface water through reclamation of ponds, lakes 
and other water bodies in each district. Towards this end, it has been 
proposed to raise the plan outlay of the Water Investigation and 
Development Department  from Rs. 56.50 crore in 2005-06 to Rs. 100 
crore in 2006-07. In addition, for further extension of minor irrigation 
facilities, additional loan assistance of Rs. 60 crore from NABARD for 
this department has been considered. For formulation and 
implementation of these schemes, the concerned department will 
work in coordination with the Panchayats. 
 
    2.11  In the case of large and medium irrigation projects, main 
emphasis has been given on speedy completion of important 
incomplete projects. Honourable Members are aware that the Teesta 
Project is a project of national importance. However, till now, of the 
total amount spent on this project (Rs. 1042.91 crore) about 76 per 
cent (Rs. 791.69 crore) has been borne by the State Government. The 
State Government has, therefore, justifiably raised its demand before 
the Central Government that this project be given the status of a 
national project. Again, keeping in view the significance of the 
Subarnarekha Project, the Central Government has been urged to 
include this project under Bharat Nirman Scheme. Along with the 
extension of the irrigation facilities, it is especially important for this 
State to implement, in a planned manner, anti-erosion and  
reclamation works relating to the Ganga-Padma river system and 
other major rivers of both North Bengal and South Bengal. Recently, 
the Central Government has taken the responsibility of anti-erosion 
works of Ganga-Padma river system in areas adjacent to Farakka 
Barrage in Malda and Murshidabad districts. In spite of this, in 
consideration of the inadequacies of the Central initiatives in relation 
to the severity of the erosion in Malda, the State Government had to 
take the responsibility of anti-erosion works at a cost of Rs. 54.64 
crore in the year 2005-06. As a result of erosion, rehabilitation of 
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families affected by erosion has become a severe problem. 
Honourable Members, for the purpose of rehabilitation of people 
affected by erosion, I propose to make an additional allocation of Rs. 
10 crore in the current financial year. Further, the reclamation works 
of various rivers have become critically important. In South Bengal, 
such relcamation works have already been initiated in Purba  
Medinipur and Paschim Medinipur districts. Although in 
consideration of the importance of the river Ichhamati, support has 
been sought from the Central Government for undertaking 
reclamation works of this river, no assistance has as yet been received 
from the Centre. In these circumstances, the State Government, on its 
own, had to start the reclamation of the works of this river over a 
length of 24.9 kilometre, using 12 dredgers and 43 cranes at a cost of 
about Rs. 25 crore. Honourable Members will be happy to know that 
more than 95 per cent of the reclamation works have already been 
completed and certain benefits have also been obtained from such 
works. But the reclamation works in the remaining stretch of the 
river Ichhamati (in Nadia and North 24-Parganas districts) are  now 
extremely essential. In this regard, along with raising legitimate 
demand for assistance from the Central Government, the State 
Government will have to make financial preparation towards 
shouldering the responsibility. In consideration of each of these 
priorities, I propose to increase the plan outlay of Irrigation and 
Waterways Department from Rs. 241.00 crore in 2005-06 to Rs. 322.50 
crore in 2006-07. Over and above this increase, an additional loan 
assistance of Rs. 70 crore from NABARD has also been considered for 
this Department. 
 
    2.12  In the case of pisciculture, with a view to attaining self-
sufficiency and increasing employment generation, the Department 
of Fisheries, in coordination with Panchayats has taken initiative for 
reclamation of water boides, increasing water areas, use of improved 
seeds and training of fishermen. The self-help groups have also been 
associated with this comprehensive initiative. As a result of these 
steps, the total production of fish in this State has increased from 
12.15 lakh tonnes in 2004-05 to 12.50 lakh tonnes in 2005-06 which is 
more than the requirement (12.31 lakh tonnes) for attaining self-
sufficiency. On the basis of this trend in fish production, the target for 
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production of fish for the current year (2006-07) has been fixed at 14 
lakh tonnes which will result in additional employment generation to 
the extent of 76.36 thousand. In order to encourage production of fish 
and resultant employment generation, I propose to make an 
additional allocation of Rs. 5 crore for remunerative pisciculture, 
training of fishermen and development of imfrastructure with active 
association of self-help groups with this additional allocation, the 
plan outlay of the Department of Fisheries, which had already been 
raised from Rs. 33.10 crore in 2005-06 to Rs. 39.32 crore in the current 
year is proposed to be increased further to Rs. 44.32 crore. 
 
    2.13  In the case of animal resource development also, the main 
objective is to increase the production of milk, eggs, meat, etc. for 
reducing the shortfall in relation to the requirement of the State and 
increase employment generation thorough this increase in 
production. For this purpose, along with improvement of necessary 
infrastructure, steps have been taken, in case of production of milk, to 
train unemployed rural youth as Pranibandhus for assisting the rural 
people in artificial insemination and health care of animals. In 
addition, in order to increase the production of eggs and employment 
generation, chicks and ducklings of improved variety have recently 
been distributed among about 1 lakh women belonging to self-help 
groups and special training has been imparted to these women. As a 
result of these steps, the total production of milk in this State has 
increased from 37.90 lakh metric tonnes in 2004-05 to 38.35 lakh 
metric tonnes in 2005-06. On the basis of this trend, the target for 
production of milk in the current year has been fixed at 40.00 lakh 
metric tonnes. In the case of eggs, the production during this period 
has increased from 288.8 crore to 293.4 crore and the target for this 
year been raised to 304 crore. In case of meat also, the total 
production during this period has increased from 4.75 lakh metric 
tonnes to 4.81 lakh metric tonnes, and the target for this year has been 
raised to 5.01 lakh metric tonnes. As a result of increase in production 
in each of these spheres of animal resource development, it has been 
estimated, on the basis of definite norms, that potentiality of 61.29 
thousand additional employment has been created in the current 
year. Keeping in view the importance of employment generation 
through animal resource development, I propose to allocate an 
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additional amount of Rs. 5 crore for the purpose of expanding the 
scope of involving women belonging to self-help groups in animal 
husbandry. The total plan outlay of the Animal Resource 
Development Department, which had already been increased from 
Rs. 11.96 crore in 2005-06 to Rs. 15.88 crores in the current year (2006-
07) is thus proposed to be raised further to Rs. 20.88 crore. In 
addition, in the current year, there will be a special initiative to link 
animal husbandry programme undertaken by the self-help groups of 
women with the mid-day meal programme in the primary schools so 
as to include protein-rich diet in the mid-day meals. 
    2.14  In the case of Forestry, as a result of involing local people 
through Panchayats in social forestry and forest production, the 
forest cover as a proportion of the total area of the State has increased 
from 14.97 per cent in 1991 to 15.52 per cent in 2004, and in the recent 
past, West Bengal has occupied the first position in the matter of 
addition to forest cover. Giving priority to forestry, in particular, 
social forestry, even after raising the plan outlay of the Forest 
Department from Rs. 23.00 crore in 2005-06 to Rs. 31.70 crore in 2006-
07, an additional loan assistance of Rs. 25 crore from NABARD has 
been considered. 
 
    2.15  The requirement of credit for agriculture and allied activities, 
consistent with the targets of production and employment 
generation, is to the tune of at least Rs. 10,000 crore, But in the year 
2004-05, the credit disbursed by banks in the State was only Rs. 1,962 
crore. In order to reduce this deficit in the disbursement of credit for 
agriculture and allied sectors by the banking system in this State, it 
was decided in a meeting with the representatives of the Reserve 
Bank of India and other banks that the disbursement of credit would 
be rapidly increased. In the year 2005-06, the disbursement of credit 
has increased to Rs. 2,970 crore. Recently it has been decided after 
fresh discussion with the representatives of the Reserve Bank and 
other banks that in the current year, the disburesment of credit would 
be further increased to Rs. 4,000 crore and at least 40 per cent of such 
credit would have to be disbursed to small and marginal farmers. 

    2.16  In order to ensure increase in the income of the common 
farmers along with increase in production and employment 
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generation in agriculture, it is specially important that the farmers get 
fair price for their produce. For this purpose, in the case procurement 
of rice, the State Government, the Food Corporation of India and the 
Cooperative Societies have drawn up a joint programme in 
coordination with the Panchayats so that the produce of the farmers 
can be procured from them at fair price and supplied to the common 
consumers and the poor people through the Public Distribution 
System and other social programmes. As a result of this step, the 
procurement of rice reached 9.75 lakh tonnes in the previous year 
Based on this experience, the target for procurement of rice for the 
current year has been raised to 17 lakh tonnes so that the entire 
requirement of rice for Public Deistribution System and other social 
programmes can be met out of the procurement from the districts of 
this State. This year, in this initiative, special importance has been 
attached to procurement of paddy at fair price directly from the 
farmers through the cooperatives institution such as BENFED, etc. 
Honourable Members would be happy to know that duing the 
current year, 13.29 lakh metric tonnes of rice has already been 
procured, which is the highest record of procurement in this State. It 
is specially important to note that out of the total quantity of rice 
procured, 9.71 lakh metric tonnes (about 73 per cent) has been 
collected through direct procurement of paddy from the farmers at a 
fair price. A new dimension of this initative is that in quite a few 
districts, the self-help groups of women belonging to the families of 
common farmers have come forward for such procurement of rice. 
This initiative of decentralised of procurement of rice and paddy 
through the Panchayats and the self-help groups of women is the first 
of its kind in the country. As a part of the alternative economic policy 
of the State, this initiative has the potential of increasing employment 
generation and income of farmers and women, supplying foodgrains 
to  the common consumers at fair price and a linkage with the 
midday meal programme of local schools. Honourable Members will 
be happy to know that, keeping in view these significant possibilities, 
in order to encourage similar initiatives in case of other crops, a loan 
assistance of Rs. 75 crore from NABARD has been considered for 
development and expansion of marketing infrastructure.  
    2.17  As a result of these comprehensive steps, based on alternative 
policy, not only production has increased in agriculture and allied 
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sectors, the economic condition of the common people in rural areas 
has also been improved. According to the data of consumption as 
available from National Samplel Survey, the common people in the 
rural areas of West Bengal are now spending about Rs. 19,540 crore 
on industrial goods per year and this internal market is growing by 
about 8 per cent every year. 

    2.18  As a result of the combined effect of a growing internal 
market and increasing purchasing power, the locational advantage of 
the State, availability of skilled workers, scientists and technologists, 
comparative advantage in power situation, social stability and the 
positive attitude of the State Government, West Bengal has, of late, 
become one of the main attractive destinations of the country for 
industrial investment. In this context, it is necessary to mention that 
while during the period from 1991 to 2004, a total number of 991 
industrial units with a realised investment of Rs. 26,680.14 crore had 
commenced production, at the end of the year 2005, the total number 
of such units has risen to 1,218 and the total realised investment has 
increased to Rs. 29,195.72 crore. According to the published data of 
the Ministry of Commerce and Industry, Government of India, West 
Bengal now occupies the second position in the country in respect of 
realised investment in large and medium industries. Further, the 
process of investment of about Rs. 7,985 crore in 106 industrial units 
including those relating to manufacture of trucks, PTA, met coke, 
sugar refinery has also started. In the days to come therefore, the 
scenario of industrial investment in the State will become  increasing 
brighter.  
    It is necessary to mention that during this period (1991-2005), 1.56 
lakh direct employment has been created from the total realised 
investment in the State, out of which 27,512 additional employment 
has been created in the year 2005 alone. Apart from increase in direct 
employment, this realised investment will also have a positive impact 
on increase in generation of indirect employment. 

    2.19  In regard to realised investment during the period from 1991 
to 2005, the industries which occupy the front positions are iron and 
steel, food processing, chemicals and petrochemicals, electricals, and 
electronics, jute and textiles, engineering industries, leather and 
rubber industries, gems and jewellery, etc. The investment in these 
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units will have a multiplier effect on overall production and 
employment generation. For this reason, in order to encorage 
investment in all these spheres, initiative has been taken to set up 
industrial complex, industrial parks or special economic zones. 
Production has already increased noticeably around Software Part 
and Manikanchan as focal points. The Calcutta Leather Complex at 
Bantala has also been completed and about 80 units have started 
production. Construction of industrial parks in other cases has also 
started. Special initiative has been taken for setting up of a chemical 
hub at Haldia. In order to encourage further the process of 
investment in industries, I propose to increase the plan outlay of 
Commerce and Industries Department from Rs. 68.53 crore in 2005-06 
to Rs. 175.81 crore in 2006-07. 

   2.20  A special feature of investment in large and medium scale 
units in the State is that of the 1,218 large and medium scale units 
which have commenced production in the State, 877 (72 per cent) are 
medium scale units in which the investment is less than Rs. 10 crore 
and in most of these cases, the investors are local entrepreneurs. 
Honourable Members are aware that in recent years, there has been 
significant development in information technology and informatin 
technology-enabled services. While in the year 2003-04, the rate of 
growth of software exports for the country as a whole was 36 per 
cent, the rate of growth of software exports from this State was about 
70 per cent. It is necessary to mention that among the investors in this 
areas, along with large reputed organizations, there are medium and 
small scale entrepreneurs, the latter constituting about 83 per cent. 
Keeping in view the specially positive atmosphere in this State in the 
case of information technology and information technology-enabled 
services and the scope of employment generation in this area, I 
propose to allocate an additional amount of Rs. 12 crore for the 
purpose of venture capital fund, thereby raising the plan outlay of 
the Information Technology Department from Rs. 17.12 crore in 2005-
06 to Rs. 47.20 crore in the current year (2006-07). 

   2.21  In the matter of industrialisation in the State, a distinct 
possibility has emerged for development of the medium, and in 
particular, small scale industries. Since greater scope of employment 
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generation lies with the small scale industries sector, development of 
this sector is particularly significant from the point of view of the 
alternative economic policy of the State. The progress of this 
employment-oriented growth of the small scale industries sector has 
been reflected in the data of the latest National Sample Survey (2000-
01). According to the data of this Sample Survey, the number of 
working small scale industries in West Bengal has increased from 
19.1 lakh in 1994-95 to 27.7 lakh in 2000-01 and employment 
generation during this period has also increased from 43.8 lakh to 
58.7 lakh, and in respect of both the number of working units and 
employment generation, the State now ranks first among the States. 

    2.22  In order to realise the full potential of the small scale 
industries sector, based on its pace of development, along with 
improvement of infrastructure and marketing, disbursement of 
necessary credit by the banking system is specially necessary. The 
progress of self-help groups and  self-employment programmes will 
play a significant role in the development of this sector with the 
support of these facilities. 

    2.23  Keeping this priority to small scale industries sector in view, it 
has been found, after the latest discussion with the representatives of 
the Reserve Bank of India and other banks that while the annual 
requirement of credit for small scale industries in the State is Rs. 3,000 
crore, the amount disbursed by the banks during 2005-06 has been 
only Rs. 1,138 crore. It has therefore been decided after discussion 
with the representatives of banks that in the current year (2006-07), 
the disbursement of credit for small scale industries will have to be 
raised to Rs. 2,500 crore, and an additional amount of Rs. 5,000 crore 
will have to be disbursed for the medium scale industries.  

    2.24  According to an assessment based on discussions with the 
representatives of the Reserve Bank of India and other banks, 1.13 
lakh additional employment has been    generated in this State in the 
year 2005-06 through self-employment schemes, with credit from 
banks and subsidy from the Government. There is much larger scope 
of employment generation under these schemes. Keeping this 
possibility in view, I propose to extend the ‘Bangla Swanirbhar 
Karmasansthan Prakalpa’, which is now applicable to urban areas, to 
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the rural areas also and propose to allocate an additional amount of 
Rs. 10 crore (that is, a total amount of Rs. 35 crore) as subsidy for this 
scheme in the current year. The newly created Department of Self-
employment and Self-Help Groups will implement this scheme in 
coordination with the Panchayats and the Municipalities. After 
discussion with the representatives of banks, the minimum target of 
additional employment to be generated during the current year 
under this special scheme as well as other self-employment schemes 
has been fixed at 2.5 lakh. 

    2.25  Of late, there has been significant progress of the self-help 
groups in the State, and at the end of the year 2005-06, the numbers, 
of self-help groups, has increased to 3.80 lakh, with nearly 38 lakh 
members, about 90 per cent of whom are women members. Of these 
self-help groups, 1.42 lakh have already been able to obtain loan from 
banks on the strength of their own savings and in more than 90 per 
cent of the cases, have also repaid the loan. According to data 
compiled by NABARD, at least 20 per cent of these 1.42 lakh self-help 
groups have already been upgraded to the level of micro-enterprises, 
with generation of employment. Based on this experience, it has been 
decided, after discussion with the representatives of banks, 
that during the current year (2006-07), an additional 1.5 lakh self-help 
groups will be formed and 1.5 lakh self-help groups will also be 
credit-linked on the basis of their savings. At the same time, the 
concerned department, Panchayats and Municipalities, banks and 
NABARD will collectively assist in the training of the self-help 
groups and the marketing of their products. As a result of these steps, 
at least 2.5 lakh additional employment can be generated through 
meaningful progress of self-help groups in the current year. 

    2.26  Having regard to this approach to the development small and 
medium industries and progress of self-employment schemes and 
self-help groups, I propose to provide, in the plan budget of the 
Cottage and Small Scale Industries Department, an additional 
amount of 
Rs. 20 crore for development of infrastructure in the industrial estates 
under that department. The total plan outlay, which has already been 
increased from Rs. 34.50 crore in 2005-06 to Rs. 49.50 crore in the 
current year is thus proposed to be raised further to Rs. 69.50 crore. 
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In addition, in order to promote growth in each sphere of small and 
medium industries, it has been decided to allocate, in favour of the 
West Bengal Small Industries Development Corporation, an 
additional sum of Rs. 50 crore to be obtained from the West Bengal 
Infrastructure Development Finance Corporation so as to facilitate 
the setting up of clusters for small and medium industries in the 
districts, eitehr directly or as joint ventures, in coordination with the 
Panchayats and the Municipalities. 

    Further, in order to set up marketing and training centres in each 
district for assisting the beneficiaries of self-employment schemes 
and the self-help groups in training and marketing of their products, 
a loan assistance of an additional amount of Rs. 100 crore from 
NABARD has also been considered.  

    2.27  Honourable Members, along with the setting up of new 
industries, revival of the traditional industries of this State is 
specially important. Towards this end, I propose create a special fund 
with a corpus of Rs. 20 crore for the purpose of modernisation of jute 
industries and diversification of jute products. In addition, for the 
revival of jute and tea industries, I will propose, in section 3 of this 
Statement, significant tax relief for these industries. 

    2.28  Honourable Members, I have already mentioned how the 
economic policies being followed at the national level have resulted 
in an increase in the industrial sickness in the State. As part of this 
national process, some industrial units in West Bengal have also 
become either sick or closed. Confronted with this situation, along 
with setting up of new industries, the State Government, with its 
limited powers, has been making continuous efforts for revival of 
closed and sick industries. By repeatedly placing its views before the 
BIFR in the interest of the industry and the workers and by granting 
subsidy and tax relief and also arranging soft loan, the State 
Government has initiated the process of revival of 79 units. Of these, 
revival of 19 units has also been possible and another 10 units are 
likely to be revived during the current year. Moreover, the State 
Government has been extending financial assistance at the rate of Rs. 
500 per month to each worker of factories and tea gardens which 
have remained closed for more than a year, a step which has not been 
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taken by the Central Governemnt or any other State Government. 
Honourable Members, this scheme of financial assistance at the rate 
of Rs. 500 per month will continue. In addition, the benefits of 
medical insurance and training will be extended to the workers of 
factories which have remained closed for more than one year. To 
meet the entire expenditure required for payment of premium for 
this insurance and for training of the workers, I propose to provide 
an additional sum of Rs. 6 crore in the budget of the current year. 

    2.29  Honourable Members are aware that for the first time in the 
country, a provident fund scheme was introduced, at the initiative of 
the Government of West Bengal, for the workers in the unorganized 
sector. Implemented on the basis of joint contribution from the State 
Government and the workers, the scheme has evoked marked 
response right from the beginning and till now about 6.88 lakh 
workers have been enrolled. Honourable Members, in the curent 
year, I propose to enroll an additional number of 2 lakh workers 
under this scheme. In addition, the benefits of the legislation which 
the State Government has recently enforced in the interest of 
construction workers will also be extended to at least 1 lakh 
construction workers during the current year. 

    2.30  Development of infrastructure, particularly improvement of 
roads and bridges and power situation, is essential for enhancing 
production and employment generation in agriculture and industry. 
Keeping this requirement in view, construction of 116 bridges and 
flyovers have been taken up over the last 5 years through the Public 
Works and Public Works (Roads) Departments. Out of these, 63 
bridges and flyovers have already been completed, 30 will be 
completed during the current year and the remaining ones will be 
completed during the next year. In addition, construction of 25 new 
bridges and flyovers will start during the current year. Moreover, 
during the last 5 years, work of improvement of 4,177 kilometres of 
road under the Public Works and the Public Works (Roads) 
Departments have also been completed and the work of 
improvement of further 450 kilometres of road will be taken up 
during the current year. Keeping in view the importance of 
impvrovement of roads and bridges, I propose to increase the plan 
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outlay of Public Works and Public Works (Roads) Departments from 
Rs. 550.19 crore in the last year to Rs. 601.14 crore in the current year. 
Over and above this, loan assistance of Rs. 150 crore from NABARD 
has also been considered for these Departments. This apart, 
concreting work of 11 kilometres of tram lines and tram line-
intersections has been taken up at a cost of about Rs. 69 crore through 
the Transport Department. Attaching priority to transport, I propose 
to increase the plan outlay of the Transport Department also from Rs. 
58 crore in the last year to Rs. 78 crore in the current year. It needs to 
be mentioned here that for the purpose of ensuring faster movement 
of traffic, introduction of Light Rapid Transit System for connecting 
Kolkata and the suburban area has also been considered. 

    2.31  In the case of power generation, in order to maintain balance 
between the demand and the supply of power at the State level, the 
State Government has taken steps to install an additional capacity of 
about 2,470 MW in the next two years through its own power 
utilities. Along with this, a special programme has been undertaken 
to raise the proportion of villages under rural electrification from 87 
per cent at present to 100 per cent in the next one year and a half. At 
the same time, emphasis has been given on sustained improvement 
of internal efficiency and financial management of the power utilities 
under the State Government. As a result, the plant load factor of 
these utilities has increased from 53.2 per cent in 2001-02 to about 
66.65 per cent in 2005-06. This apart, the aggregate transmission and 
distribution loss has also been reduced from 31.11 per cent in 2001-02 
to 25.37 per cent in 2005-06. Simultaneously, the revenue collection of 
the State Electricity Board has steadily increased from Rs. 2,438 crore 
in 
2001-02 to Rs. 5,294 crore in 2005-06. Honourable Members would be 
happy to know that while the State Electricity Board had sufferd a 
loss of Rs. 686 crore in the year 2001-02, as a result of the 
comprehensive measures mentioned above, there has been a net 
profit of Rs. 92 crore in 2005-06, an achievement which had never 
happened in the history of the Board. Keeping in view the special 
priority accorded to the power sector, I propose to increase the plan 
outlay for this sector from Rs. 2088.55 crore in the last year 
Rs. 2132.03 crore in the current year. 
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    2.32  For the purpose of enhancing production and employment 
generation, along with improvement of physical infrastructure, 
development of social infrastructure is essential. In particular, it is 
necessary to have expansion and improvement in quality in the 
spheres of education and public health and, where possible, to orient 
these services  towards more production and employment 
generation. 

    2.33  In education, a special priority has been accorded to 

universalisation of primary education. Towards this end, efforts have 

been made to implement the State’s own programme and the Centre-

State joint programme of Sarva Siksha Abhijan in a coordinated 

manner as a form of social movement. As a result, the net enrolment 

ratio of children of the relevant age group (5+ to 8+) in primary 

shcools has incrased from 88 per cent in 2001-02 to 99 per cent in 

2005-06. In order to enroll 100 per cent of the children belonging to 

this age group, I propose to set up pre-primary education centres 

within the premises of at least one Sishu Siksha Kendra of each block 

through required expansion of infrastructure and engagement of 

Siksha Sahayikas. This will help children develop the habit of going 

to school. The number of such centres may be increased subsequently 

after review. Along with ensuring enrolment of children in primary 

schools, it is necessary to reduce malnutrition among the students 

and also the incidence of drop-outs. To this end, the midday meal 

programme has been implemented in more than 97 per cent primary 

schools in the State, and Self-Help Groups of women have primarily 

been involved in the operation of this programme. As a result of 

implementation of this programme, not only has drop out rate come 

down from 33 per cent in 2001-02 to less than 20 per cent now, there 

has also been generation of employment for about 1 lakh women 

through participation of Self-Help Groups. In the current year, it has 

been decided to cover 100 per cent of the primary schools under the 

midday meal programme. At the same time, steps would be taken to 

include protein rich diet in midday meals, as already mentioned. 

    2.34  This expansion of primary education has made a positive 
impact on secondary and higher secondary education and expansion 



25

of ecudational opportunities at this level has, therefore, become 
extremely important. Honourable Members are aware that the State 
Government has already decided to upgrade all junior high schools 
of the State to secondary schools. I now propose to upgrade, in a 
similar manner, all junior madrasahs (130) to high madrasahs. At the 
same time, I propose to upgrade all Madhyamik Siksha Kendras 
(1,153) of the State from junior high level to secondary level. I furtehr 
propose to increase the monthly honorarium of Sahayikas and 
Samprasaraks/Samprasarikas atached to the Sishu Siksha Kendras 
and the Madhyamik Kendras by Rs. 500. 
 
    2.35  The State Government has already decided to upgrade 1,000 
high schools to higher secondary schools. I now propose to upgrade 
100 high madrasahs to higher secondary standard. 
 
    2.36  Honourable Members, while it is specially important to 
improve the infrastructure in secondary and higher secondary 
schools, there is also a need for monitoring the standard of education 
in the schools and giving incentives for improving this standard. For 
this purpose, after making a provision of Rs. 71 crore generally for 
improvement of infrastructure of secondary and higher secondary 
schools, I propose to allocate an additional amount of Rs. 15 crore in 
the current year. This amount will be spent on improvement of 
infrastructure of those schools which will be found successful in 
improving the standard of education on the basis of inspection from 
the State level. 
    2.37  In order to forge a linkage between education and 
employment generation, a new initiative to establish 502 vocational 
training centres at the block and municipalities levels for imparting 
appropriate employment-oriented training to students studying in 
classes VII to XII has been started in this State since the last year. I 
propose to set up 1,000 more such vocational training centres in the 
current year. In addition, in the sphere of higher education, I also 
propose to set up 30 new colleges in the current year. In these 
colleges, along with general education, emphasis will be given on 
introduction of engineering and management courses, so that 
stronger links can be established between higher education and 
developments in the field of industry, agriculture and services. 
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Honourable Members, in order to encourage improvement of 
standard in the sphere of higher education also, I propose to make a 
special provision of Rs. 15 crore in the current year. This amount will 
be spent on improvement of infrastructure of those colleges which 
will be found to have improved the standard of education on the 
basis of inspection from the State level. 
 
    2.38  Honourable Members, of late, with expansion of 
opportunities of education, many students coming from poor families 
are showing excellent results in school-leaving examinations. In order 
to assist them in pursuing higher education, I now propose to create 
a special fund of Rs. 10 crore in the current year. 
    Attaching importance to these priorities in the field 
of education, and after raising the plan outlay for the education 
sector from Rs. 622.15 crore in the previous year to Rs. 760.0 crore in 
the current year, I propose to add another Rs. 66 crore to raise it 
further to Rs. 826.0 crore. In addition, in order to encourage the 
expansion of the activities of the newly created Department of 
Biotechnology, I propose to make an additional allocation of Rs. 4 
crore in the current year. 
 
    2.39  In the sphere of public health, it has repeatedly been 
observed, on the basis of data, that it is possible to avoid most of the 
illnesses through preventive health care and a major portion of the 
remaining illnesses can be cured through decentralized curative 
health care. In the health policy of the State Government, therefore, 
main emphasis has been given on decentralized preventive and 
curative health care by involving the Panchayats and the 
Municipalities, and for treatment of severe illness, on the  
improvement of hospitals at the sub-divisional, district and State 
levels. As a part of this concern for preventive health care, special 
steps have been taken for providing safe drinking water. For this 
purpose, after ensuring one source of drinking water in every village, 
the goal now is to provide 40 litres of safe drinking water per capita 
per day in each habitation (91,020) in the rural areas of the State. It 
has already been possible to cover 78 per cent of the habitations fully 
and 16 per cent of the habitations partially. In the current year, it has 
been decided to cover 82 per cent of the habitations fully and then to 
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reach the target of full coverage in case of 100 per cent of the 
habitations as early as possible. At the same time, a number of water 
supply projects are being systematically implemented so as to 
mitigate the problem of arsenic contamination of ground water in the 
State. Keeping these priorities in view, I propose to increase the plan 
outlay of Public Health Engineering Department from Rs. 141.49 
crore in the last year to Rs. 296.0 crore in the current year. 
 
    2.40  This thrust on decentralised, preventive and curative health 
care is being followed not only in the case of provision of safe 
drinking water, but also in the entire sphere of health and family 
welfare sector. As a result, according to the latest State-wise data 
published by the Government of West Bengal (2004), the infant 
mortality rate in West Bengal has fallen to 40 which is much lower 
than the All India average (58) and third lowest among the major 
States, after Kerala (12) and Maharashtra (36). It needs to be 
mentioned here that due to the introduction of decentralized 
preventive and curative health care by involving municipalities in 
KMDA areas over a longer period (more than 10 years), the infant 
mortality rate in these municipalities has fallen to 14.5 and in some of 
the municipalities, it has fallen evern below 10. Keeping in view the 
significance of decentralisation in the sphere of public health and for 
the purpose of improvement of hospitals, I propose to raise the plan 
outlay of the Health and Family Welfare Department from Rs. 401.59 
crore in the previous year to Rs. 442.99 crore in the current year, 
including on allocation of Rs. 169 crore for improvement of hospitals.  

    2.41  For the purpose of promotion of sports, as a component of 
education and health, after increasing the plan outlay of the 
Department of Sports from Rs. 8.16 crore in the last year to Rs. 14.38 
crore in the current year, I propose to make a further allocation of Rs. 
5 crore. This additional amount will be spent primarily for providing 
nutritious meals and training to sportsmen, and in this regard the 
Department of Sports will act in coordination with the Panchayats 
and the municipalities. 

    2.42  Since tourism has, apart from general social significance, a 
special role also in generation of employment, I propose to allocate 
an additional amount of Rs. 5 crore in the budget of the current year. 
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The plan outlay of the Tourism Department which has already been 
raised from Rs. 7.11 crore in the lasr year to Rs. 8.0 crore in the 
current year, is thus proposed to be raised further to Rs. 13 crore. The 
Tourism Department will take necessary steps for improvement of 
infrastructure of the attractive tourist destinations in each district, so 
that, along with expansion of tourism services, there is generation of 
local employment as well. 
    2.43  Honourable Members, after making allocation of funds for the 
sectors mentioned earlier, I propose by giving priority to the welfare 
of backward classes of the society to increase plan outlay for the 
Department of Backward Classes Welfare from Rs. 124 crore in the 
last year to Rs. 147.28 crore in the current year, and then to provide 
an additional sum of Rs. 40 crore for extending old age assistance 
scheme for the old tribal people from the ITDP blocks and to other 
areas of the State as well. In order to expand the activities for women 
and child development and social welfare, the plan outlay for this 
sector is proposed to be enhanced from Rs. 154.25 crore in the last 
year to 
Rs. 253.41 crore in the current year. To widen the sphere of 
development activities for the minority communities, I propose to 
increase the plan outlay for the Department of Minorities 
Development and Welfare from Rs. 6.59 crore in the last year to Rs. 
12 crore in the current year and to provide an additional sum of Rs. 5 
crore to enhance  the plan outlay to Rs. 17  crore. Keeping in view the 
significance of rehabilitation of refugees, I propose to raise the plan 
outlay for this purpose from Rs. 6.65 crore in the last year to Rs. 7 
crore in the current year and also provide an additional sum of Rs. 6 
crore to increase the plan outlay further to Rs. 13 crore. With a 
concern for the need of prevention of pollution and improvement of 
environment, the plan outlay for the Department of Environment is 
proposed to be raised from Rs. 2.51 crore in the last year to Rs. 5 crore 
in the current year. For the development of North Bengal, 
Paschimanchal and Sundarban, I propose to increase the plan outlay 
from Rs. 77 crore to Rs. 104.5 crore, and provide an additional sum of 
Rs. 10 crore for development of North Bengal and an additional sum 
of 
Rs. 5 crore for development of Paschimanchal to encourage the 
activities of the newly created Department for Paschimanchal 
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Development. Furthermore, a sum of Rs. 50 crore each for the 
development of these three regions is being considered for NABARD 
loan-based assistance. 

    2.44  Even after increasing the plan allocation for various priority 
spheres, it is found that certain areas in rural and urban sectors of the 
districts remain underdeveloped. In order to intensify the 
development efforts centering on production, employment 
generation, education, training, public health and housing in these 
areas, by involving the Panchayats and municipalities, I propose to 
provide a special allocation of Rs. 50 crore for such rural areas and 
Rs. 25 crore for urban areas.  
    2.45  With the objective of employment and income generation in 
view, one of the main foundations of the alternative policy has been 
the decentralisation in the formulation and implementation of plan 
schemes by  involving the local people through the Panchayats and 
the municipalities. This State has a long tradition in developing this 
process of decentralised planning. Keeping this experience in view, 
every department will break up its total plan allocation for each 
district, and also for each block in the district in the current year. On 
the basis of this decentralised allocation from the Departments as 
well as plan funds allocated through the Departments of Panchayat 
and Rural Development and Municipal Affairs, plans will  be 
formulated from the level of every village and every ward in the 
municipalities. These plans will then be integrated to form the Block 
Plan, the District Plan and the overall State Plan. After such 
decentralised formulation, plans will be implemented at each level 
with coordination between the concerned departments, the 
Panchayats and the municipalities and by involving the local people. 
In order that the Panchayats and the municipalities, in formulating 
and implementing plan schemes, can accommodate more adequately 
the felt needs of the local people, I propose to allocate, as in the last 
year, “untied” funds to the tune of Rs. 278.4 crore and Rs. 71.6 crore 
for the Panchayats and the municipalities respectively. Since  there is 
no scheme from the national level on wage-employment for urban 
areas, the State Government has already decided in the last year to 
launch a scheme whereby the unemployed youths in urban areas can 
be involved in  development/improvement of infrastructure through 
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such wage-employment scheme. An additional sum of 
Rs. 17 crore has been earmarked so that a total outlay of Rs. 50 crore 
can be provided for the municipalities for implementation of this 
scheme. Keeping these overall priorities in view, I now propose to 
enhance the plan outlay for the Department of Panchayat and Rural 
Development  from Rs. 740.71 crore in the last year to Rs. 853.59 crore 
in the current year, and that for the Department of Municipal Affairs 
and Urban Development from Rs. 637.06 crore in  the last year to Rs. 
849.99 crore in the next year. In addition, a sum of Rs. 100 crore is 
also being considered as NABARD loan-based assistance for the 
development activities of the Department of Panchayat and Rural 
Development. 

    2.46  Honourable Members, if the plan allocations 
in all the sectors are added together, then the State‘s total plan outlay 
will increase from Rs. 6,726 crore in the last year by 24.5 per cent to 
reach the level of Rs. 8,374 crore in the current year—a level which 
has never been attained before.  

    2.47  In addition, under non-plan account, I propose to extend the 
coverage under the scheme of old-age pension, widow pension, 
disability pension, artisans’ pension, handloom weavers’ pension, 
farmers’ pension and fishermen’s pension by additional 50 per cent. 
In the sphere of public health, I also propose to enhance the monthly 
honorarium by Rs. 250 for the health workers and others connected 
with the programme of CUDP-III, IPP-VIII etc. 

    2.48  Honourable Members, I am also happy to announce another 
instalment of Dearness Allowance for the State Government 
employees, teachers and others concerned with effect from July 1, 
2006. The pensioners will also get a similar relief. 

    2.49  If the proposals for plan and non-plan expenditure for the 
current year are taken together then the total expenditure comes to 
Rs. 42,720.53 crore. On the other hand, the total receipt will be Rs. 
42,668.53 crore. In other words, if the proposals for receipt and 
expenditure are collected together, then an initial deficit of Rs. 52 
crore emerges.  
3.  Additional Resource Mobilisation 
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   3.1  Honourable Members, for the purpose of reducing this deficit 
and protecting the plan expenditure, there is a need for mobilization 
of additional resources. However, our goal is not simply to raise 
additional resources, we want West Bengal to grow further as the 
most important trading centre in Eastern India. There is a genuine 
need to encourage trade, as it is one of the most employment-
intensive service sectors. The State Government, therefore, feels it 
necessary to evolve a policy on trade, which will uphold the interest 
of common traders, and also protect the interest of common 
consumers and manufacturers. Simplification of the existing 
procedures relating to registration, payment of taxes, filing of returns 
and assessment will form the major component of this trade policy. 
Tax compliance will be made easier through introduction of modern 
and improved tax administration. These measures, together with 
other measures for additional resource mobilization, will lead to 
growth of revenue. 

    3.2  Honourable Members are aware that a major reform in the 
system of taxation of commodities was introduced in 21 States 
including West Bengal, by replacing the sales tax with State-level 
Value Added Tax (VAT) with effect from April 1, 2005. The industry, 
trade and common people positively responded to the introduction 
of VAT as it removed the distortions in the sales tax system. With 
introduction of VAT, the tax base has significantly increased with the 
number of registered dealers increasing from 1.30 lakh to 1.68 lakh in 
one year. The State Government is now committed to bringing about 
further simplification in the VAT Act and Rules for the benefit of 
trade, industry and common people. 

    3.3  It has come to the notice of the Government that due to 
occasional delays in disposal of application for registration, dealers 
face difficulties in issuing tax invoices, filing returns, etc. While 
departmental instructions have been issued for timely disposal of 
application for registration, I propose to introduce a provision in 
terms of which a dealer will be deemed to be registered if his 
application for registration is not disposed of within a period of 30 
days. At the same time, the provision regarding deemed cancellation 
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of registration of existing dealers due to non-submission of Form 2 
will be withdrawn. 

    3.4  Under the existing provisions of law, a dealer who became 
liable to be registered but who did not get himself so registered, 
particularly under the West Bengal Sales Tax Act, 1994, finds it 
difficult to obtain registration as the penal provisions act as a 
deterrent. I propose to give such dealers a one-time opportunity to 
get themselves registered on or before October 31, 2006 by simply 
submitting a self-declaration in respect of their past liabilities and 
paying the tax. The self-declaration will be accepted without 
verification. This measure will ensure better compliance on the part 
of the dealers and at the same time increase the tax base. 

    3.5  In order to relieve dealers of the requirement of  assessment of 
sales tax for the year 2004-05, I propose to introduce the system of 
deemed assessment for the year 2004-05, as was done in the year 
1999-2000. 

    3.6  We have received several representations from dealers, 

particularly small scale units, regarding the difficulties faced by them 

in obtaining declaration forms from closed public undertakings 

against concessional sales to such undertakings. I have considered 

these representations and I now propose to exempt such dealers from 

production of declaration forms in respect of sales to Government 

Undertakings which were closed on or before March 31, 2006.  

    3.7  Difficulties have been expressed by units enjoying incentives 

sanctioned under the West Bengal Sales Tax Act, 1994 and continued 

under the West Bengal Value Added Tax Act, 2003 on account of 

payment of input tax on purchases of raw materials. Under the 

existing provisions, this input tax is liable to be adjusted against the 

VAT payable by the units after the incentive period is over. In order 

to give relief to such units, I propose to introduce a provision under 

which these units will have the option to receive 75 per cent of the tax 

paid by them on purchase of raw materials and other inputs after the 
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end of each quarter in lieu of adjustment of such tax after the expiry 

of the incentive period. 

    3.8  The Industrial Promotion Assistance Scheme for local small- 
scale industries manufacturing certain selected commodities has 
played an important role in promoting such industries. The validity 
of the scheme expired on March 31, 2006. I propose to extend this 
scheme during the current year also. 

    3.9  The mandatory requirement of obtaining tax clearance 
certificate by works contractors for VAT liability for entering into 
works contract with Government, local authority, educational 
institution, corporation or body corporate established by or under a 
Central or State Act is proposed to be withdrawn. This will 
particularly benefit the small works contractors. 

    3.10  Since the VAT system has been introduced, I propose to 
withdraw purchase tax in all cases where goods are purchased for 
use in manufacture or for resale in order to avoid unnecessary 
duplication, while ensuring that there is no loss of revenue. Cottage 
and small scale industries, dealers purchasing commodities from 
farmers, dealers in pre-used cars, bullion dealers purchasing old 
ornaments from individuals, etc. will benefit from this measure. 
Purchase tax on raw jute will also be withdrawn. However, dealers 
opting for composition scheme will continue to pay purchase tax. 
 
    3.11  By an amendment to the Central Sales Tax Rules, quarterly 
submission of Declaration Forms (C Forms) has been made 
mandatory in case of inter-State transactions. It is now necessary to 
ensure that dealers do not find any difficulty in obtaining ‘C Forms’ 
from the appropriate authorities. For the convenience of the dealers, 
it has, therefore, been decided that information regarding issue and 
utilization of ‘C Forms’, details of application for ‘C Forms’ pending 
for more than one month and also details of applications rejected will 
be placed on the website of the Directorate of Commercial Taxes in a 
phased manner. This will ensure transparency and help State 
Governments as well as the dealers in making independent 
verifications. 
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    3.12  Honourable Members, the State Government attaches lot of 
importance to redressal of grievances of dealers. A consultative 
committee headed by the Commissioner of Commercial Taxes has 
been set up at the headquarters of the Directorate of Commercial 
Taxes for regular interaction with the dealers. Similar consultative 
committees are proposed to be set up at Durgapur and Siliguri. In 
addition, grievance cells will be made operational at the headquarters 
and the circle offices, which are located in most of the districts. This 
will help dealers resolve their problems at the district level. 
 
    3.13  Honourable Members, as part of a drive to improve the tax 
administration in the State, I have always given special emphasis on 
prompt disposal of litigations. In view of the large number of cases 
pending before the West Bengal Appellate and Revisional Board, I 
propose to empower, for a limited period, the Special Commissionrs 
and Additional Commissioners of Commercial Taxes to hear and 
dispose of such cases. Honourable Members may recall that a scheme 
of one-time settlement of disputes related to sales tax pending in 
vaious appellate fora was introduced in the year 1999-2000. The last 
date of making application for settlement of disputes under that 
scheme was extended up to December 31, 2001. A modified scheme 
of settlement of disputes with many attractive features was again 
introduced in the year 2003-04, the scheme evoked very good 
response from dealers. This scheme was in force up to December 31, 
2003 and was applicable to appeals and revisions pending as on 
March 31, 2003. I now propose to give dealers another opportunity 
for settlement of disputes. Dealers who have filed or will file appeals 
or revisions between April 1, 2003 and August 31, 2006 will now be 
able to settle the disputes by paying 40 per cent of the disputed tax 
and 5 per cent of the disputed interest and penalty. Other features of 
the scheme will remain the same as before. This measure is expected 
to yield an additional revenue of Rs. 14 crore in the remaining part of 
this financial year. 

    3.14  I also propose to introduce a new mechanism for settlement of 
certain types of disputes by setting up a Settlement Commission. 
Under this scheme, the Settlement Commission may settle a case 
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within a period of three months from the date of receipt of an 
application in this regard from the dealer, on such terms and 
conditions as may be agreed upon between the  Commission and the 
dealer and duly approved by the Government. Details of the 
mechanism for settlement under this scheme will be laid down in the 
Finance Bill.  

    3.15  Honourable Members, to give relief to the common people, I 
propose to exempt bed sheets, bed spreads, bed covers, pillow 
covers, towels and napkins from levy of Value Added Tax. I also 
propose to exempt incense sticks, commonly known as agarbati or 
dhupkathi, from levy of tax. At present, there is no Value Added Tax 
on deoiled cake, while oil cake is taxable at 4 per cent. I propose to 
exempt oil cake also from levy of tax. The rate of tax on vanaspati is 4 
per cent while that on ghee is 12.5 per cent. Therefore, I propose to 
bring down the rate of tax on ghee from 12.5 per cent to 4 per cent. 
The rate of tax on timber and adhesives, which are primarily used as 
inputs, is proposed to be brought down from 12.5 per cent to 4 per 
cent. Alluric acid, which is essentially used as an industrial input, is 
proposed to be taxed at 4 per cent instead of at 12.5 per cent as at 
present. To encourage film industry, I propose to exempt recorded 
cinematographic films from levy of tax. Raw cinematographic films, 
however, will continue to be taxed. 
 
    3.16  To give relief to works contractors engaged in dyeing and 
printing, which is a labour intensive work, I propose to increase the 
extent of deduction from contractual transfer price on account of 
labour charges from 30 per cent to 60 per cent. In case of works 
contracts of civil construction, I propose to raise the level of 
deduction on account of labour charges from 25 per cent to 30 per 
cent. 
 
    3.17  Honourable Members, a new concept of payment of tax on 
maximum retail price (MRP) at the option of the dealers was 
introduced in this State first under the West Bengal Sales tax Act, 
1994 and then under the West Bengal Value Added Tax Act, 2003. In 
case of payment of tax on MRP, resellers are not required to pay tax 
on their sales as tax has already been collected at the first point of 
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sale. At present, foreign liquor, drugs and medicines, fertilizers, 
pesticides, etc. are eligible to be taxed on MRP. Because of the 
inherent simplicity of this system, I now propose to include 
beverages, mineral water and lubricants in the category of 
commodities eligible to be taxed on MRP. I also propose to raise the 
tax on foreign liquor from 17.5 per cent on MRP to 20 per cent on 
MRP. This measure is expected to yield an additional revenue of Rs. 
20 crore during the remaining part of this financial year. 

    3.18  At present, lac and shellac  are not subjected to Value Added 
Tax. I propose to impose a tax of 4 per cent on these commodities. At 
the same time, I propose to increase the rate of tax on cigar and 
cigarette not manufactured in India and sugar not manufactured in 
India from 4 per cent to 12.5 per cent. 

    3.19  Honourable Members, in order to protect the interests of local 
traders, the West Bengal State Tax on Consumption or Use of Goods 
Act, 2001 was enacted. I now propose to include some additional 
commodities, namely, EDC machine, telecommunication 
transmission apparatus, currency note processing machine and all 
types of cameras in the schedule to the Act. 

    3.20  In the case of Profession Tax, I propose to give the enrolled 
persons an option to make payment of this tax for a block of years at 
a time instead of one year. The enrolled persons, who primarily 
comprise small traders and self-employed people, will be eligible to 
make payment of profession tax for 5 years at a time on or before 
March, 31st March, 2007. Such persons will not be liable to pay any 
additional amount in case of increase in the rate of tax during the 
remaining four years. Details of this scheme will be mentioned in the 
Finance Bill. An additional revenue of Rs. 10 crore is expected to be 
received on account of this measure during this financial year.  
    3.21  At present, registered employers paying profession tax above 
Rs. 3,000 per annum are subjected to compulsory assessment. I 
propose to raise the ceiling to Rs. 30,000 per annum. Registered 
employers paying profession tax above Rs. 30,000 per annum will 
also qualify for selective assessment if they furnish a  certificate of 
compliance issued by professionals such as practising Chartered 
Accountants, Cost Accountants and Company Secretaries. This will 
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reduce the hassles of registered employers and will also enable the 
assessing authorities to complete selective assessments in time, while 
ensuring better compliance of the provisions of law. The time period 
for completion is also being reduced. 

    3.22  Honourable Members may recall that to give relief to the tea 
industry, the agricultural income tax on tea was reduced from 45 per 
cent to 30 per cent with effect from April 1, 2003.  I now propose to 
exempt the tea industry from payment of agricultural income tax for 
three years with effect from April 1, 2006. I also propose to introduce 
a scheme of settlement of dues on account of agricultural income tax 
payable by the tea industry up to March 31, 2006. 

    3.23  At present, stamp duty is payable on deeds of conveyance at 

the rate of 8 per cent of market value for transfer of immovable 

property situated in municipal areas and 6 per cent of market value 

for transfer of property situated in rural areas. In addition,  

additional stamp duty at the rate of 2 per cent of market value is 

levied under the Calcutta Improvement Act, 1911 and the Howrah 

Improvement Act, 1956 on deeds of conveyance for transfer of 

immovable property situated in the areas to which these two Acts 

apply. Of late, the real estate prices have increased sharply. In order 

to give some relief to the registering public, I propose to reduce the 

rate of stamp duty on deeds of conveyance for transfer of immovable 

property to 6 per  cent for municipal areas and 5 per cent for rural 

areas. At the same time, the additional stamp duty now being levied 

under the Calcutta Improvement Act, 1911 and the Howrah 

Improvement Act, 1956 will be withdrawn. I hope that in spite of 

such reduction, the collection on account of stamp duty will remain 

unaltered in the current year as a result of better compliance.      

    3.24  I propose to revise the rate of luxury tax on restaurants and 

also introduce luxury tax on hotels outside the Kolkata Metropolitan 

Planning Area. The revised rates of luxury tax on restaurants will 

vary from Rs. 500 to s. 2000 for every 10 square meters or part 

thereof, depending on the location of the restaurants. In case of 

hotels, the rate of luxury tax will be 10 per cent of the daily charges 
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for an occupied room provided with luxury, irrespective of the 

location of the hotel. However, no luxury tax will be payable for 

rooms with daily charge not exceeding Rs. 500. This measure is 

expected to yield an additional revenue of Rs. 2 crore during this 

financial year. 

    3.25  The additional mobilisation of resources through these tax 
measures and simplification of procedures will be Rs. 46 crore during 
this year (2006-07). 

 
4.  Financial Situation of the State Government 

   4.1  Honourable Members are aware that the Government of West 
Bengal, along with other State Governments, started facing a 
financial crisis from the year 1999-2000. Four factors were primarily 
responsible for this crisis: (1) the impact of the revision of pay of the 
Central Government employees on the basis of the recommendations 
of the Fifth Central Pay Commission on the finances of the State 
Government together with non-availability of assistance from the 
Central Government in terms of the discussions in the meeting of the 
National Development Council (February 19, 1999), (2) increase in the 
burden of the Central loans on the States due to national policies, 
(3) shortfall in the State’s share of Central taxes in relation to the 
amounts estimated by the Eleventh Finance Commission and 
(4) shortfall in the collection of State’s own taxes. Of these factors, 
shortfall in the collection of State’s own tax revenue is the weakness 
at the State level, but all other factors are closely linked to the policies 
of the Central Government. 

   4.2  As a result of the combined effect of the factors mentioned 
above the financial cris is occurred for the State Government 
beginning from 1999-2000. The ratio of revenue deficit to revenue 
receipt which was 25.4 per cent in 1997-98 increased to 90.9 per cent 
in 1999-2000. The ratio of fiscal deficit to State Domestic Product 
(SDP) increased from 4.09 per cent in 1997-98 to 9.20 per cent in 1999-
2000, and the rate of growth of interest burden escalated from 24.2 
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percent in 1997-98 to nearly 41.3 per cent in 1999-2000, and the State’s 
plan expenditue came down to the level of Rs. 2529 crore in 2003-04. 

    4.3  Confronted with this situation, the State Government 
repeatedly raised, on the basis of data and analysis, a demand for 
solution to those problems which are linked to the policies of the 
Central Government, namely, shortfall in the States’ share of Central 
taxes and the burden of the Central loans on the State, before the 
Government of India and later the Twelfth Finance Commission. At 
the same time, in regard to issues where steps on the part of the State 
Government were necessary, such as increase in the collection of 
State’s own tax revenue and reduction of wasteful non-plan 
expenditure, it was decided to undertake necessary steps at the State 
level. 

    4.4  The Twelfth Finance Commission has submitted its 
recommendations and the Central Government has also accepted the 
same. However, none of the major problems of the State has been 
solved by these recommendations. The State had legitimately 
demanded, on the basis of the relative shares of the Central 
Government and all State Governments in the developmental 
expenditure of the country as a whole, an increase in the States’ share 
of Central taxes from 29.5 per cent to 50 per cent. But the Twelfth 
Finance Commission recommended increase in the States’ share of 
Central taxes to only 30.5 per cent, which was an insignificant 
enhancement. Moreover, in the matter of inter-State distribution of 
the shareable portion of Central taxes, the Commission has given 
relatively less weightage to the development performance of the 
States. This has resulted in fall in the relative share of West Bengal 
from 8.1 per cent  in the past to 7.1 per cent with effect from April 1, 
2005. Furthermore, the debt-relief package recommended by the 
Twelfth Finance Commission in respect of Central loans to the States 
has specifically excluded from its purview the small savings loans 
given by the Centre to the States from 1999-2000 onwards. In the case 
of West Bengal, the predominant component of the Central loans is 
the small savings-related loan. As a result, the main problem of 
Central loan burden on West Bengal has remained unsolved by the 
recommendations of the Twelfth Finance Commission. This apart, the 
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revenue deficit grant recommended by the Twelfth Finance 
Commission for West Bengal will be reduced to zero after the second 
year of the reference period of the Commission (2005-2010). 

    4.5  In these circumstances, the State Government has placed 
special emphasis on its own efforts for coming out of the financial 
crisis. Main thrust has been given on the increase in the collection of 
its own tax revenue, implementation of Value Added Tax and 
reduction of non-plan expenditure through better financial 
management. As a result of the efforts of the State Government for 
increasing revenue collection, the State’s own tax revenue has 
increased noticeably by about 118 per cent over the period from 1999-
2000 to 2005-2006. At the same time, steps have been taken for 
containing the rate of growth of salary component of non-plan 
expenditure within certain limits. The State Electricity Board, which 
used to receive significant amounts of subsidy from the State 
Government, now not only requires any subsidy as it has been able to 
generate surplus by improving its internal efficiency but has also 
started paying interest to the State Government on outstanding loan. 

As a result of these factors, it has been possible to restrict the growth 
of non-plan expenditure over the period from 1999-2000 to 2005-06 to 
64 per cent which is about a half of the rate of growth of State’s own 
tax revenue (118 per cent) over the same period. 

    4.6  The State Government has also been able to reschedule and 
restructure the loans taken from the HUDCO and the West Bengal 
Infrastructure Development Finance Corporation after detailed 
interaction with these organisations. The rates of interest on these 
loans have been significantly reduced. Honorable Members are 
aware that on the basis of the recommendations of the Twelfth 
Finance Commission, the Central Government has ceased to provide 
the loan component of Central Assistance for annual plan  with effect 
from April 1, 2005. The States have, however, been given the option 
to raise an equivalent amount through additional market borrowing. 
The Government of West Bengal, however, decided not to borrow 
any amount in the year 2005-06 to make up for the shortfall in the 
Normal Central Assistance due to discontinuance of the loan 
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component of such assistance, and met this gap out of its own 
resources without affecting plan expenditure. This was done to 
reduce the incremental accretion to debt and the corresponding debt-
servicing liability. 

    4.7  As a result of the comprehensive measures taken at the State 
level, the ratio of revenue deficit to revenue receipt which was 90.9 
per cent in 1999-2000 has noticeably fallen to an estimated 34.87 per 
cent in the year 2005-2006. At the same time, the ratio of fiscal deficit 
to State Domestic Product which increased to 9.20 per cent in 1999-
2000 has sharply come down to an estimated 4.67 per cent in 2005-06. 
Again, due to the steps mentioned in paragraph 4.6, the annual rate 
of growth of interest burden has also come down remarkably from 
41.3 per cent in 1999-2000 to 5 per cent in 2005-06. Moreover the plan 
expenditure which had fallen to Rs. 2,529 crore in 2003-04 is 
estimated to reach Rs. 6,877 crore in 2005-06 registering an increase of 
about 172 per cent over the last two years. In the current Financial 
year, as mentioned earlier, the plan expenditure will further increase 
to reach Rs. 8,374 crore. It needs to be mentioned in this context that 
the account of the State Government has not been in overdraft even 
for a single day since March, 2005. 

    4.8  In  view of this relative improvement in the financial situation 
of the State, the Government has taken a number of steps to ensure 
smooth and timely release of funds. All embargo on development 
expenditure has already been withdrawn. According to the system 
which was prevalent earlier, clearance from Finance Department was 
necessary in every month for release of fund for payment salaries of 
teachers, hostel grants and other assistance for students belonging to 
the scheduled castes and the scheduled tribes, subsidy for institutions 
for handicapped, grants for ICDS projects, etc. which occasionally 
resulted in delay in receipt of funds by the administrative 
departments. Honourable Members would be happy to know that 
the State Government has now dispensed with this requirement and 
authorised the respective administrative departments to release 
funds for these purposes within the budgetary allocation. As a move 
towards further decentralisation, similar authorisation has been 
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extended in case of release of plan funds also for approved projects 
except certain specific projects. 

    4.9  Honourable Members, even after taking all these steps for 
improving the financial situation of the State, the problem which still 
remains unresolved is the burden of Central loans on the State. It has 
already been mentioned earlier that the main component of this 
Central loan (nearly 72 per cent) is small savings-related loan on 
terms and conditions fixed by the Central Government. For 
protecting the interest of the common people, the State Government 
has repeatedly attached importance to small savings schemes, and 
West Bengal occupies the first position among all the States in respect 
of small savings collection. This emphasis on small savings will 
certainly be maintained. But, according to the terms imposed by the 
Central Government, 100 per cent of the net amount collected in the 
post-offices out of small savings from the people of the State is 
compulsorily thrust upon the State as loan at a high rate of interest. 
In case of West Bengal, the rate of interest on outstanding small-
savings-related loan is nearly 11 per cent. It has been repeatedly 
urged by the State Government, with full justification, that as in the 
case of other Central loans, the burden of this loan also be reduced 
and, in particular, the rate of interest be brought down to less than 8 
per cent. On our suggestion in the last meeting of the National 
Development Council a committee has been set up comprising the 
Union Finance Minister as Chairman and representatives of affected 
States like West Bengal as Members for reviewing this matter. The 
Committee has started its deliberations. But till now, no decision has 
been taken to resolve the problem arising out of burden of this 
predominant component of Central loan. 

    4.10  Honourable Members, despite non-resolution of this problem 
of unjustified burden of Central loan on the State, the State 
Government has once again started special efforts to increase the 
collection of its own revenue and also contain the growth of non-plan 
expenditure within a limit. In the current year such efforts have been 
made to increase the rate of growth of State’s revenue to a level above 
18 per cent, and restrict the rate of growth of non-plan expenditure to 
a level below 9 per cent, i.e., below half of the rate of revenue growth. 
On the basis of these efforts, it would be possible to enhance by 24.5 
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per cent the State’s plan outlay from Rs. 6,726 crore in the last year to 
Rs. 8,374 crore in the current year, as mentioned earlier. Honourable 
Members, if now the additional resource mobilisation of Rs. 46 crore 
is added to the primary deficit of Rs. 52 crore as mentioned earlier, 
the final total deficit in this year’s State Budget will fall to a limited 
level of only Rs. 6 crore. 

    4.11  As a result of implementation of alternative policy and the 
support of this increased plan outlay of Rs. 8,374 crore, the rate of 
growth of the State Domestic Product of West Bengal has been 
targeted at 8.5 per cent in the current year. Honourable Members, this 
targeted increase in the State Domestic Product is not an isolated 
phenomenon. Due to the continuity of growth of overall production, 
the average rate of growth of State Domestic Product of West Bengal 
over the last five years (2001-06) has been 7.38 per cent which is much 
higher than the average rate of growth of Gross Domestic Product of 
the country (6.71 per cent) over the same period. Moreover, it is 
further seen from the latest data published by the Central Statistical 
Organisation for the five-year period (1999-2004), that the rate of 
growth of State Domestic Porduct of West Bengal has also been the 
highest among all the States during this period. It is on the basis of 
this continuity of the growth of total production in this State that the 
rate of growth of State Domestic Product of West Bengal has been 
estimated at 8.07 per cent in the last year. It is again on the strength of 
this continuity of progress that the target for the rate of growth of 
State Domestic Product has been fixed at 8.5 per cent for this State in 
the current year. 

    4.12  Honourable Members, the issue is not simply one of fixing the 
target for rate of growth of total production. More importantly, it has 
been shown earlier in terms of analysis for each of the major sectors 
of the State economy, how the targeted increase in production in 
these sectors can create potentialities of additional generation of 
employment in each of these sectors. If we collect together the efforts 
in all these sectors, then a total target of at least 7 lakh of additional 
employment generation can be fixed for the State in the current year. 

    4.13  It is on the basis of our main concern for the generation of 
employment and income for the common people that we are 
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following, within the limitations of a State, the path which is 
alternative to the path of liberalisation of the IMF and the WTO. The 
contradiction and impediments on production resulting from 
unemployment and lack of purchasing power of common people in 
the policy of liberalisation (as mentoined earlier) are significantly 
lessened in the alternative path with its emphasis on employment 
and income generation. It is this alternative path which is socio-
economically sustainable and desirable. Despite all obstacles, we are 
therefore committed to travel along this path, for reaching as close as 
we can to the expectations that the people of the State have placed on 
us. 

    I conclude this presentation with gratitude to all. 

 


