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Abstract
Indian economy has undergone a significant structural change since Independence. This is highlighted by the
change in the sector-wise composition of income and workforce over the years. The decade of 1990s witnessed
major policy changes in the Indian economy and its State/Union territory economies. Each state of the Indian
union is different in terms of its natural, social, political and economic features. Therefore, the pattern of growth
of each sub-national unit is unique. Punjab is predominantly an agricultural economy. Keeping in view the
national food requirement, in the late sixties, Punjab followed a specific development model characterized by
agriculture. It provided the much needed food security but derailed the economy that had to culminate in to a
tertiary sector driven economy. The problem has further been compounded by the social turmoil of 1980s and
1990s which affected all the sub-systems of Punjab economy.

Introduction
Punjab economy, better known as grain basket of India is a prosperous agricultural economy. Per capita income in
the state is among the highest and the poverty ratio is among the lowest. In case of Human Development
indicators, it is also far ahead many states. It is being invariably placed at second rank (next to Kerala) in the
Human Development Reports of India (Planning Commission, 2002). Besides, though the magnitude of absolute
poverty is relatively less than in many other states. Punjab has been one of the most prosperous states of India, but
it is losing its prosperity due to various economic and non-economic causes. The decade of 1970s has been an
onset of green revolution and setting on of vibrancy in the system. Period of late 1980s and early 1990s, a period
of social turmoil, led to an uncertain future for the State. Punjab faced a dual problem in the new policy regime:
first being the recovery from dark past and the second being reorienting the system to compete, liberalize and
privatize.

After the ‘onset of Green Revolution’, years 1970-71 to 1979-80, in the State, the dominant share of agriculture
in the NSDP lead the economy (Table 1). In year 1970-71 share of primary sector in NSDP that stood at 58.36.
This share started sliding down and came down to 51.61 percent in year 1979-80. The space generated was shared
by the secondary and tertiary sector. During the seventies share of secondary sector improved from 15.31 percent
in the year 1970-71 to 17.10 percent in 1979-80. During the same period the share of tertiary improved from
26.32 percent to 31.29 percent. On the basis of overall trend based growth rate, total NSDP has grown at the rate
of 5.66 per annum. The primary sector has grown at the rate of 4.3 percent per annum, the secondary sector has
grown at 8.18 percent per annum and tertiary sector has grown at 7.52 percent. On the basis of whole table we can
say that during the period 1970's the secondary sector has grown at almost double of the compound annual growth
rate of agriculture, and tertiary sector has been just following the secondary sector, neck to neck. The take off
stage of Green Revolution Punjab generated conditions for growth of secondary and tertiary sectors. Both
industry and services sector were picking up high growth profile, when the state was at the verge of being
hijacked by the social turmoil. The end of 1970s decade was a period when economy was preparing to transform
from basically agrarian economy to industrial and service economy. This has been the time when long term vision
and social normalcy was required to develop the human resources and create an environment for this much
needed transformation; as the economy was fully ripe for this transformation at that time.
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Table No. 1, Sectoral Share of Primary, Secondary, and Territory Sector in Net State Domestic Product of
Punjab (Constant Prices,1970-71=100)

Year
Sectors

Total NSDP
Primary Secondary Tertiary

1970-71 58.36 15.31 26.32 100.00
1974-75 59.27 13.42 27.31 100.00
1979-80 51.61 17.10 31.29 100.00

CAGR (in percent for
1970-72 to 1979-80)

4.03 8.18 7.52 5.66

Source: Various Statistical Abstracts of Punjab, Govt. of Punjab.

During the ‘social turmoil period’ (Table No. 2), years 1980-81 to 1992-93, the share of primary sector was
nearly 50 percent, share of secondary sector was 18.30 percent and that of tertiary sector was 31.86 percent. The
share of primary sector, with minor variations, hovered around 48 to 50 percent; no major visible change has been
there. Share of secondary sector that was 18.30 percent in the year 1980-81, became 20.52 percent in 1986-87 and
touched the level of 23.23 percent in 1992-93. During the social turmoil period of Punjab, the CAGR for primary
sector has been 4.88 percent per annum and it was 7.38 percent per annum for secondary sector and 4.30 percent
for tertiary sector. So during the period 1980's the secondary sector has grown nearly at double the CAGR of
agriculture and tertiary sector. One important inference that emerges from the analysis of social turmoil period is
that in terms of growth, secondary sector started losing the pace and tertiary sector growth also slowed down
drastically. However, there was no impact on the growth rate of agriculture. The decade of 1980s was very crucial
for the future of the State. This was the period when the state had to develop the industry and create pre-
conditions for the development of tertiary sector. The state economy got derailed and during this period both
capital and labour flew outside the State and much needed investment climate suffered adversely.

Table No. 2,Sectoral Share of Primary, Secondary, and Territory Sector  in Net State Domestic Product of
Punjab  ( Constant Prices ,1980-81=100)

Year
Sectors

Total NSDP
Primary Secondary Tertiary

1980-81 49.84 18.30 31.86 100.00
1986-87 49.44 20.52 30.04 100.00
1992-93 48.60 23.23 28.16 100.00

CAGR (in
percent for
1980-81 to
1992-93)

4.88 7.39 4.31 5.22

Source: Various Statistical Abstracts of Punjab, Govt. of Punjab.

On the eve of launching of ‘new policy regime’, Punjab economy (Table No. 3) was fully devastated because of
the social turmoil. Industry was either shattered or out-migrated to neighboring states. There was out-flight of
capital and labour. Suppliers of other states stopped supplying goods and services to Punjab on credit. Even
buyers for Punjab-made goods and services from other states stayed away because of risky environment. For
industry and trade Institutional setup needed, for transformation of the economy to become a vibrant economy to
develop the industry and catch up the tertiary revolution, had gone out of order. Investment environment in the
State had deteriorated. Process of human resource development suffered a lot. In this kind of circumstances in
1993-94 share of primary sector in NSDP was 48.23 percent followed by tertiary sector (31.93 percent) and
secondary sector (19.82 percent). Over the years the share of primary sector has come down to 31.94 percent in
2008-09 as compared to 48.23 percent in 1993-94. Share of secondary sector has improved from 19.82 percent in
1993-94 to 28.68 percent in 2009-10. The tertiary sector share in NSDP improved from 31.95 percent in the year
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1993-94 to 41.29 percent in 2009-10. So tertiary sector share is picking up but the pace is too small as compared
to national level and some other states.

Total NSDP up to the year 2000-01 has grown at the rate of 4.70 per annum and thereafter it has grown at the rate
of 6.76 per annum. Overall growth rate total NSDP comes out to be 5.09 per annum. The lagged effect of social
turmoil in the state and adjustment process of the production system to the new policy regime is quite clear in the
lower growth rate of total NSDP in the decade of 1990s. Its worst effect is visible in agriculture because
institutional set up for supply of inputs and investments to agriculture went out of order in the previous decade.
Industrial growth rate came down to 5.79 percent, because of unhealthy business environment.  Service sector
picked up and achieved the growth rate of 7.38 percent per annum; the disaggregate sub-sector analysis is needed
to go into the dynamics of this growth.

In the post 2000 period primary and tertiary sectors just showed a marginal improvement but the secondary sector
has depicted a double digit growth rate. So the sub-systems of the Punjab economy which got derailed due to
social turmoil are gradually limping back to normalcy; the positive impact is visible in secondary sector but the
much needed tertiary sector has not registered a marked change.

Table No. 3, Sectoral Share of Primary, Secondary, and Territory Sector in Net State Domestic Product of
Punjab (Constant Prices, 1993-94=100)

Year
Sectors

Total NSDP
Primary Secondary Tertiary

1993-94 48.23 19.82 31.95 100.00
2000-01 41.82 20.93 37.26 100.00
2009-10 30.03 28.68 41.29 100.00

CAGR (in
percent)

Up to 2000
Post 2000
Overall

2.19
2.59
2.29

5.79
12.00
7.11

7.38
7.48
7.42

4.70
6.76
5.09

Source: Calculated.

Changed Consumption Pattern
Due to economic richness, the consumption pattern in the state has gone under change as expected. There has
been a shift in expenditure from food to non-food segment (Table No.4). In the rural area of the state, Share of
food items in the total expenditure has decreased from 57.56 in year 1987-88 to 44.23 percent in 2005-06. On the
other hand, during the same period the share of non-food items in the total expenditure has improved by 13.33
percentage points. As against it, at all India for rural area, the share of food items decreased by nearly 10
percentage points. Much of the decrease in the food items has been in cereals, milk & milk product, edible oils,
sugar and beverages. Much of the fall in parentage share of non-food items has been due decreased share of fuel
& lights expenditure.

The table clearly gives the picture that in 1987-88 people in rural India did more expenditure (63.77 per cent) on
food items than on non-food items than in rural Punjab where proportion of food items and non-food items was
57.56 percent and 42.44 percent respectively. Within food items group, approximately one fourth of the total
expenditure was made on cereals in rural india.as compared to only 10.99 percent in rural Punjab. Secondly a
major proportion was spent on milk and milk products (mainly considered as luxury) in rural Punjab as compared
to rural in India. Sugar was another major component of food group in Punjab as compared to India. Expenditure
on rest of the food-items was more or less same in rural Punjab as well as rural India. In noon-food items,
expenditure on miscellaneous goods and services, durable goods and foot wear gained more share in rural Punjab



Research Paper IJMSRR
Impact Factor 0.348 E- ISSN - 2349-6746

ISSN -2349-6738

International Journal of Management and Social Science Research Review, Vol.1, Issue.7, Jan - 2015. Page 165

whereas share of pan, tobacco, intoxicants was more in India as compared to Punjab. It is clear from the above
comparison that share of non-food items in total expenditure increased as compared to food items in rural Punjab.

In urban areas of Punjab, the share of food items that was 55.18 percent in 1987-88 went down to 35.53 in year
2005-06 and the non-food items’ increased by the same percentage (table 4.5). In case of urban area at all India
level the decrease has not been that pronounced as in Punjab. Thus, exactly in consonance with rural area, for the
period under consideration, the share of expenditure on food items has gone down and that on non-food items has
improved, but here the fall and rise is bigger respectively in food and non-food share as compared to the rural
counter part of the economy.

Table  No. 4,Percentage Expenditure on Various items in Rural Punjab and Rural India

Sr.
No.

Commodity
1987-88 2005-06

Punjab India Punjab India

1. Cereals 10.99 26.14 8.19 18.10

2. Grams 0.24 0.24 0.32 0.12

3. Cereal substitutes 0.01 0.13 0.00 0.07

4. Pulses & products 2.96 3.96 2.45 2.98

5. Milk & milk
products

18.36 8.62 14.62 8.43

6. Edible oils 4.79 5.61 3.22 4.60

7. Meat, egg & fish 0.62 3.23 0.44 3.29

8. Vegetables 4.39 5.20 4.33 5.82

9. Fruits fresh/ dry 1.57 1.62 1.29 1.74

10. Sugar 5.85 2.85 3.74 2.15

11. Salt 0.14 0.18 0.14 0.19

12. Spices 2.12 2.68 1.20 2.13

13 Beverages 5.46 3.90 4.24 4.31

14. Food total 57.56 63.77 44.23 53.93

15. Pan, tobacco,
intoxicants

1.94 3.18 1.95 2.41

16. Fuel & lights 7.24 7.06 11.55 9.59

17. Clothing 6.69 6.65 6.41 7.05
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18. Footwear 2.35 0.98 1.45 0.99

19. Misc. goods &
services

19.02 14.40 5.30 5.66

20. Durable goods 5.18 3.56 3.61 3.41

21. Non food total 42.44 36.23 55.77 46.07

22. Total 100 100 100 100

Source: Various NSSO Surveys, Ministry of Statistics, Govt. of India.

Table No. 5, Percentage Expenditure on various items in Urban Punjab and Urban India

Sr. No. Commodity
1987-88 2005-06

Punjab India Punjab India

1. Cereals 9.67 14.79 5.79 9.96

2. Grams 0.27 0.16 0.20 0.09

3. Cereal
substitutes

0.01 0.06 0.00 0.05

4. Pulses &
products

2.88 3.37 1.75 2.10

5. Milk & milk
products

15.68 9.53 11.24 7.83

6. Edible oils 5.70 5.29 2.54 3.54

7. Meat, egg & fish 1.02 3.54 0.43 2.63

8. Vegetables 5.37 5.24 3.42 4.18

9. Fruits fresh/ dry 12.47 2.50 1.96 2.21

10. Sugar 4.00 2.34 1.98 1.33

11. Salt 0.15 0.12 0.11 0.13

12. Spices 2.14 2.19 0.91 1.46

13. Beverages 5.77 6.75 5.17 6.13

14. Food total 55.18 55.92 35.53 46.4

15. Pan, tobacco, 2.50 2.61 1.10 1.55
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Source: Various NSSO Surveys, Ministry of Statistics, Govt. of India.

Conclusion
The take off stage of Green Revolution Punjab generated conditions for growth of secondary and tertiary sectors.
Both industry and services sector were picking up high growth profile, when the state was at the verge of being
hijacked by the social turmoil. The end of 1970s decade was a period when economy was preparing to transform
from basically agrarian economy to industrial and service economy.

One important inference that emerges from the analysis of social turmoil period is that in terms of growth,
secondary sector started losing the pace and tertiary sector growth also slowed down drastically. However, there
was no impact on the growth rate of agriculture. The decade of 1980s was very crucial for the future of the State.
This was the period when the state had to develop the industry and create pre-conditions for the development of
tertiary sector. The state economy got derailed and during this period both capital and labour flew outside the
State and much needed investment climate suffered adversely.

The lagged effect of social turmoil in the state and adjustment process of the production system to the new policy
regime is quite clear in the lower growth rate of total NSDP in the decade of 1990s. Its worst effect is visible in
agriculture because institutional set up for supply of inputs and investments to agriculture went out of order in the
previous decade.

So the sub-systems of the Punjab economy which got derailed due to social turmoil are gradually limping back to
normalcy; the positive impact is visible in secondary sector but the much needed tertiary sector has not registered
a marked change.
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