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INTRODUCTION

Punjab, located between the Indus and Ganges rivers, is primarily an alluvial plain irrigated
by canals. Punjab's arid southern border edges the Thar or Great Indian Desert. The Shivalik
Ranges rise majestically in the North. Four rivers Ravi, Beas, Satluj and Ghaggar flow across
the state in southwest direction. Several small seasonal tributaries branch out from these rivers.
Over 80% of Punjab is cultivated, and agriculture is the leading occupation. Since the
agricultural development in the State more or less plateaued out and further advances in the
State’s economy depend crucially on the growth of its industrial sector (Bhatia 1999).

Punjab is a latecomer in the field of industrialization because it has faced severe
setback due to partition in 1947 and again due to reorganization in 1966. Two Indo-Pakistan
wars gave a severe jolt to the industrial sector in the State. Further turbulence has not only
austerely hampered the growth of industry in Punjab also but has resulted in migration of
industry to other states. As compared to other states of India, industrial sector in Punjab has
made very slow progress because of locational disadvantage. Moreover, besides inherent
locational disadvantage the dependence of industry on outside raw material and product
market, unfriendly international border etc. are other reasons for slow growth of industry in
Punjab. Inspite of the previously mentioned impediments Punjab occupies a place of pride in
the industrial map of India. It has acquired a strong base in industry and the industrial sector
is the growing sector in the State, which is attributable to its predominant small-scale
enterprises. The major industrial centers of Punjab are Ludhiana, Amritsar, Jalandhar, Batala,
Pathankot, Phagwara, Gobindgarh, Rajpura, Mohali, Bathinda and Patiala. Punjab's small and
medium enterprises consists mainly of industries, which are especially active in the fields of
textile, yarn, knitwear, sewing machine, sports goods, fertilizer, scientific instruments, bicycle,
electrical goods, machine tools, pharmaceuticals, processing of sugar and pine oil.

A major policy initiative of the federal government in India, in the 1990’s has been the
introduction of wide range of economic reforms at multiple levels. Though first commenced
in 1985, the economic reform package was vigorously pursued only after 1991. In economic
reforms of 1991 industry – first approach was chosen with the notion that industrialization
plays a crucial and dynamic role in the development process. The state government in Punjab
has also rendered adequate domestic support in the wake of economic liberalization and
global trends. From time to time the state government has announced package of reforms,
aiming at creating conducive investment climate through infrastructure development, reduced
regulation and controls and general facilitation. The policy measures taken by the state
government has initiated the steps to rejuvenate and to make the existing industry competitive,
particularly in the small and medium scale sector.

Analysis of impact of liberalization on the growth of industrial sector is sharply
divided because the economic reforms raised the expectations about industrial growth in some
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quarters while there are apprehensions about its unpleasant impact in others (Venkataramaiah,
2003). At present the important question is: will liberalisation lead to positive impact on
industrial sector, especially small-scale sector so far as Punjab’s economy is concerned? In
order to understand the impact of liberalisation on the performance of the small-scale sector
of Punjab, we have examined the compound annual growth rate of number of units, fixed
investment, employment and production.

OBJECTIVES OF THE STUDY
The specific objectives of the study were:

1. To capture the changes in pace and pattern of growth momentum in number of units,
fixed investment, employment and production during pre-liberalisation and
liberalisation periods.

2. To analyse comparative picture of growth performance of number of units, fixed
investment, employment and production during pre–liberalisation, liberalisation and
overall periods.

DATA BASE AND ANALYTICAL FRAMEWORK

The study was based on secondary data for the period of 25 years covering the period 1977-78
to 2001-2002. The data relating to the number of units, fixed investment, employment and
production at aggregate level for 17 small-scale industries at two-digit level and total SIDO
units for the above said period were culled from ‘Directorate of Industries’, Punjab. The data
for the period 1977-78 to 2001-2002 was divided into two sub-periods: pre-liberalisation
(1977-78 to 1991-92) and liberalisation period (1991-92 to 2001-2002).

Compound annual growth rates of number of units, fixed investment, employment and
production were estimated by fitting an exponential function of the following form:

Yt = 0 1teUt … (1)

where Yt is dependent variable,  0 and  1 are the unknown parameters, and Ut is the
disturbance term. The equation (1) could be written in the logarithmic form as follows:

log Yt =log0 + t log1 + Ut …(2)

Above equation was estimated by applying Ordinary Least Square Method and
compound rate of growth (grc) was obtained by taking antilog of estimated regression
coefficient, subtracting 1 from it and multiplying the difference by 100, as under:

Λ

grc = (A.L. 1- 1) x 100 ...(3)

Λ
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where 1 is an estimate for 1. The significance of growth rates was tested by applying t – test,
given as follows:

Λ

1

t = ----------- ~ t (n-2) d.f. …(4)
Λ

s (1)

Λ Λ

where 1 is the regression estimate, s ( I) the respective standard error. All statistically non-
significant growth rates are treated as almost zero growth rates.

RESULTS AND DISCUSSION

The compound annual growth rates in respect of number of units, fixed investment,
employment and production for 17 small-scale industries at two-digit level and total SIDO
units are shown in Table 1 to 4. The results have been discussed in brief under the following
four sub-heads:

Number of units

Perusal of Table 1 indicates that total number of small-scale units has grown at 9.61 percent
per annum during the entire time period of 1977-78 to 2001-2002. The growth rate of total
small-scale units in the liberalization period sharply decelerated to 2.32 percent from 14.75
percent in the pre-liberalization period. Groupwise comparative analysis of growth rate of
number of units during pre-liberalization and liberalization periods revealed that for all the
industries, the growth rate has decelerated sharply during liberalization period. In case of
hosiery & garments (26), basic metal products (33), transport equipments & parts (37) and
non-metallic mineral products (32), growth rate showed marginal increase of 2 to 5 percent
from pre-liberalization to liberalization period. Whereas, in case of textiles (23-25), wooden
products (27) and leather & leather products (29), growth rate has shown catastrophic
deceleration from pre-liberalization period to liberalization period. Repairing & services units
(74-99) were the only units in case of which growth rate has witnessed maximum deceleration
from pre-liberalization to liberalization period (36.85 percent to 1.80 percent). Groupwise
growth rate of all the individual small-scale units have depicted significant increase during the
entire period of study.

Fixed Investment

Investment in small-scale sector over the period of time has increased substantially. It
has recorded growth rate of 13.40 percent for the entire period of study (1977-78 to 2001-
2002). Growth rate of investment in case of all the small-scale industries taken together
decelerated to 12.56 percent (liberalization period) from 15.34 percent (pre-liberalization
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period) (Table 2). In case of individual industries rate of investment captured soaring growth
during pre-liberalization period. Among the other industries during the pre-liberalization
period, repairing & servicing units (74-99) recorded highest rate of growth of 47.56 percent
followed by textile industry (23-25) with the per annum growth of 41.67 percent. Groupwise
relative picture revealed that growth rate of investment during liberalization period as
compared to pre-liberalization has registered marginal acceleration only in case of hosiery &
garments, rubber & plastic, chemical and basic metal products, whereas in case of all other
groups growth rates have shown steep decline. It could be further analyzed from the
comparative growth rate exercise (Table 2), as compared to other industries beverages (22)
and repairing & servicing (74-99) industries have received severe set back in terms of
investment during liberalization period.

Employment

Perusal of Table 3 indicates that in case of total small-scale units, employment has grown at
7.27 percent per annum during the entire time period of 1977-78 to 2001-2002. The growth
rate of employment in total units during the liberalization period sharply decelerated to 3.14
percent from 10.60 percent in the pre-liberalization period. As compared to other industries
textile, food, wooden, leather & leather products and repairing & servicing units recorded a
very high rate of growth in employment during pre-liberalization period but this high rate of
growth could not be sustained during liberalization period. Groupwise comparative profile of
small-scale units during pre-liberalization and liberalization periods has revealed that as
compared to pre-liberalization period, growth rates of employment during liberalization
period in case of all the groups have steeply declined. In case of leather & leather products
(29) and repairing & servicing units (74-99) have depicted turn down in growth rates more
than fifteen times during liberalization as compared to pre-liberalization period. This is clear
from the above with the advent of liberalization growth rate of employment in small-scale
sector has sharply decelerated.

Production

Production in small-scale sector grew at the annual rate of 15.99 percent over the period from
1977-78 to 2001-2002. In case of pre-liberalization period production increased at the rate of
14.45 percent per annum and further accelerated to 19.38 percent during liberalization period
(Table 4). During pre-liberalization, among the other industries, textile and repairing &
servicing units registered highest rate of growth of 47.27 percent and 41.33 percent
respectively, whereas, during the same time period lowest rate of growth of 9.68 percent was
attained by miscellaneous industries (38). Groupwise comparative profile of growth
performance has depicted two different impacts. In case of hosiery & garments (26), chemical
(31), rubber & plastic products (30) etc. growth rate of production has accelerated
significantly from pre-liberalization period to liberalization period. On the other hand in case
of food products (20-21), beverages (22), textile products (23-25) etc., growth rates resulted in
sharp deceleration during liberalization period as compared to pre-liberalization period. From
the above analysis, it could be concluded that liberalization has resulted in positive impact in
some quarters, whereas, in others it was negative, but the degree of these two impacts was
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widely divergent in case of individual groups Among the other industries, paper & printing
industry (28) growth rate has depicted marginal acceleration from 17.39 percent (pre-
liberalization) to 18.67 percent (liberalization period) whereas, transport equipment & parts
(37) industry has resulted in highest acceleration from 11.25 percent to 29.72 percent per
annum. On the other hand, electrical machinery & parts (36) industry resulted in meager
deceleration from 17.89 percent per annum to 17.09 percent from pre-liberalization period to
liberalization period, whereas, in case of repairing & servicing units (74-99) has depicted
steep deceleration from 41.33 percent per annum during pre-liberalization period to 12.19
percent in liberalization period.

CONCLUDING REMARKS

No doubt, Punjab is an agro based state but it has also carved out a niche for herself as an
industrial economy, especially in the small-scale sector. The policy of liberalization,
privatization and integration of the world economics was expected to provide fillip to the
small-scale sector, in terms of increased investment, more employment opportunities and
strong marketing network. But the analysis of the performance of small-scale sector has
depicted a different story. In absolute terms over the period of time, number of small-scale
units, fixed investment, employment and production has increased. But the analysis of growth
performance of above mentioned four variables during pre-liberalization, liberalization and
overall periods has revealed the true state of small scale sector in Punjab. During the entire
period of 1977-78 to 2001-2002, all the four variables have depicted significant growth in
case of individual groups as well as all the small-scale units taken together. The comparative
picture of pre-liberalization and liberalization periods demonstrated that the economic reforms
and liberalization process has resulted in slow growth of small-scale sector. During
liberalization period group wise fixed investment and production has resulted into two
different impacts. In certain industries growth performance resulted in positive impact,
whereas, in others it was negative.

In case of total small-scale units, except production the other variables have depicted
deceleration in growth performance during liberalization period as compared to pre-
liberalization period. On the front of employment individually group wise as well as small-
scale industry as a whole, growth rate of employment have shown steep deceleration during
liberalization period. It could be envisaged from the analysis that liberalization has resulted in
jobless growth because along with acceleration in growth of production, rate of growth of
employment has gone down drastically. Keeping into consideration the dismal picture of
small-scale sector of Punjab our policy maker will have to take strategic measures for further
strengthening the base of small-scale sector. In this regard, serious endeavor should be made
to attract private and foreign investment, harnessing the synergies in agriculture and industry,
rejuvenating and strengthening the existing small scale sector, creation of adequate
infrastructure and marketing support. To sum up, all-out, concerted efforts are required on the
part of the State Government to map Punjab as an industrially advanced state.
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Compound Growth Rates of number of units during Pre-Liberalisation, Liberalisation,

and overall periods
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Note: All the growth rates are statistically significant at 5 percent level of significance

TABL
E 2

Comp

ound

Growt

h

Rates

of

Fixed

Invest

ment

durin

g Pre-

Liber

alisati

on,

Liber

alisati

on,

and

overal

l periods

2-digit code Name of Industry group 1977-78 to
1991-92

1991-92 to
2001-02

1977-78 to 2001-
2002

20-21 Food Products 17.90 2.91 12.59

22 Beverages 13.71 .59 8.55

23-25 Textile/Dying/Weaving 24.83 3.75 14.58

26 Hosiery & Garments 10.00 4.40 8.80

27 Wooden Products 19.35 1.64 10.90

28 Paper & Printing 13.89 3.28 8.81

29 Leather & Leather Products 21.97 .71 11.10

30 Rubber & Plastic Products 11.16 3.19 7.36

31 Chemical Products 10.57 2.76 6.80

32 Non Metallic Mineral
Products

10.35 2.26 7.43

33 Basic Metal Products 7.84 3.54 5.99

34 Metal Products 10.02 2.19 6.41

35 Machinery & Parts except
elect.

9.76 1.93 5.96

36 Electrical Machinery & Parts 16.25 3.05 9.82

37 Transport Equipments &
Parts

8.33 2.78 5.50

38 Misc. Industries(Sports etc.) 12.78 3.52 8.71

74-99 Repairing & Servicing Units 36.85 1.80 21.32

Total SIDO units 14.75 2.32 9.61
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Note:
All the
growth
rates
are
statisti
cally
signific
ant at 5
percent
level of
signific
ance

TABL
E 3

Comp

ound

Growt

h

Rates

of Employment during Pre-Liberalisation, Liberalisation, and overall periods

2-digit code Name of Industry group 1977-78 to
1991-92

1991-92 to
2001-02

1977-78 to 2001-
2002

20-21 Food Products 17.74 12.94 14.00

22 Beverages 22.30 9.31 14.90

23-25 Textile/Dying/Weaving 41.67 27.93 33.34

26 Hosiery & Garments 11.22 12.92 12.21

27 Wooden Products 22.41 11.05 16.85

28 Paper & Printing 16.56 14.44 13.95

29 Leather & Leather Products 23.27 7.37 15.34

30 Rubber & Plastic Products 14.68 15.25 14.97

31 Chemical Products 16.68 19.57 16.72

32 Non Metallic Mineral
Products

16.08 13.78 15.32

33 Basic Metal Products 11.44 14.53 11.49

34 Metal Products 15.97 9.20 12.12

35 Machinery & Parts except
elect.

12.23 9.34 9.70

36 Electrical Machinery & Parts 18.97 11.62 15.36

37 Transport Equipments &
Parts

11.96 10.37 10.84

38 Misc. Industries (Sports etc.) 17.62 16.49 18.98

74-99 Repairing & Servicing Units 47.65 12.10 29.84

Total SIDO units 15.34 12.56 13.40
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Note:

All the

growth

rates

are

statisti

cally

signific

ant at 5

percent

level of

signific

ance

TABL
E-4

Comp
ound
Growt
h
Rates
of

Production during Pre-Liberalisation, Liberalisation and overall periods

2-digit code Name of Industry group 1977-78 to
1991-92

1991-92 to
2001-02

1977-78 to 2001-
2002

20-21 Food Products 15.65 4.53 10.56

22 Beverages 14.88 1.61 9.31

23-25 Textile/Dying/Weaving 25.65 8.31 17.68

26 Hosiery & Garments 8.43 2.84 5.90

27 Wooden Products 16.71 2.47 10.06

28 Paper & Printing 13.37 4.76 9.08

29 Leather & Leather Products 18.00 0.98 9.47

30 Rubber & Plastic Products 9.23 4.56 7.20

31 Chemical Products 10.23 4.96 7.72

32 Non Metallic Mineral
Products

12.22 3.51 8.68

33 Basic Metal Products 6.96 5.83 6.14

34 Metal Products 8.19 2.19 5.26

35 Machinery & Parts except
elect.

9.13 2.26 5.96

36 Electrical Machinery & Parts 13.43 4.36 9.05

37 Transport Equipments &
Parts

5.70 2.54 4.03

38 Misc. Industries (Sports etc.) 9.93 3.62 7.35

74-99 Repairing & Servicing Units 34.19 2.99 20.47

Total SIDO units 10.60 3.14 7.27
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Note: All

the growth

rates are

statisticall

y

significant

at 5

percent

level of

significanc

e

2-digit code Name of Industry group 1977-78 to
1991-92

1991-92 to
2001-02

1977-78 to
2001-2002

20-21 Food Products 20.37 14.88 16.64

22 Beverages 21.63 10.94 15.85

23-25 Textile/Dying/Weaving 47.27 29.28 38.72

26 Hosiery & Garments 11.96 20.03 15.23

27 Wooden Products 16.86 12.79 14.53

28 Paper & Printing 17.39 18.67 17.36

29 Leather & Leather Products 11.72 9.02 9.64

30 Rubber & Plastic Products 14.50 23.68 18.64

31 Chemical Products 13.07 20.55 15.17

32 Non Metallic Mineral
Products

16.28 14.97 15.50

33 Basic Metal Products 12.60 21.29 16.80

34 Metal Products 13.17 18.59 14.95

35 Machinery & Parts except
elect.

10.95 14.68 11.20

36 Electrical Machinery & Parts 17.89 17.09 17.32

37 Transport Equipments &
Parts

11.25 29.72 18.41

38 Misc. Industries (Sports etc.) 9.68 25.36 13.69

74-99 Repairing & Servicing Units 41.33 12.19 28.58

Total SIDO units 14.45 19.38 15.99


