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Abstract 

 

Agro based is defined as set of techno-economic activities, applied to all the produces, originating from 

agricultural farm, livestock, aquacultural sources and forests for their conservation, handling and 

value-addition to make them usable as food, feed, fibre, fuel or industrial raw materials. Agro based sector 

has experienced expansion during last 5 decades, starting with a handful of facilities which were mainly 

operating at domestic/cottage level. The paper provides a summary of the growth history of the agro based 

industrialization and problems. 

 

 

Introduction 

Economic development has always been an area of intense debate in academics, a challenge for planners as 

well as policy makers and a subject of serious research for economists. Every economy consists of several 

distinct sectors that are functionally related to one another. Agro-based industries assume great significance 

in the context of developing economies like India. Even after six decades of planned development 

agriculture still accounts for about 15 per cent of our national income, 58 per cent of our working 

population as well as about 70 per cent of our people are residing in the rural areas. It is not only due to of 

their being labour-intensive and capital-saving in nature but also because of the fact that these industries 

generate better gainful employment opportunities to the surplus agricultural labourers during the lean 

agricultural seasons. Agro-industries have been given high priority in India due to their significant potential 

for contributing to rural development. The emphasis on village-based agroindustries was initiated by 

Mahatma Gandhi in the 1920’s as a part of India’s independence movement. However, even today the 

development of agro-industries is a central part of the national development strategy due to their significant 

role in bringing value-addition to agriculture’s output, increasing rural incomes and employment and 

alleviating poverty in the countryside. Mahatma Gandhi’s approach of village agro-based industries was 

founded on a strong economic, social as well as political ideology (Goyal, 1994). However, later it failed 

because it was used as a blanket argument by ultra-nationalists to favour lessefficient techniques of 

production and to oppose modern industry. Thus agro-based industries became incompatible with market 

preferences. After independence, up to early 1980s, agro-industrial policy was dominated by the thinking of 

Nehru-Mahanalobis 

model that was based on the argument that India needed large number of industries for the capital goods 

sector, while the consumer goods sector should be reserved for smallscale, agro and rural industries which 

were labour-intensive and required less capital. 
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Concept of Agro-Based Industries 

 

Agro-based industries develop on the basis of agriculture-industry inter-relations. Agriculture and industry 

sectors are integral components of the development process due 

to their mutual relationship. The term agro-industries connotes different meanings to different writers, 

institutions and agencies. In fact, this concept is shrouded in vagueness. 

There is no unanimity as to which industries can be classified under this category.  According to United 

Nations Industrial Development Organisation (UNIDO), the term agro-industry signifies those industries, 

which use raw materials from agriculture as  main material from that manufactured goods are produced on 

commercial scale. The term 

also applies to those industries, which are contributing for the development of agriculture 

including agriculture produce. Thus, agro-based industries can be broadly defined as those industries that 

are dependent upon agriculture for their raw material and other basic 

inputs.Agro-based industries may be classified into two categories namely food processing industries and 

non-food processing industries.  

 

Food processing industriesmainly deal with the preservation of perishable products and utilisation of 

by-products for other purposes. These types of industries include the processing of wheat, rice, maize, 

barley, pulses, meat, fruits, vegetables, etc.  

 

Non-food processing industries mainly satisfy our need for shelter and clothing. These industries produce 

such items as wool, cotton, rubber, leather, etc. The feasibility of agro-industry can be judged from their 

vast employment potentials. At the output level, agro-industries are more labour-intensive and create more 

employment opportunities. These industries have locational advantage near the source of their basic raw 

material. Thus, these industries play a vital role in decentralisation of economy and promote agricultural 

development in those areas from which the raw materials are drawn. 

 

Types of Agro-Based Industries 

The classification of industries is explicitly shown below: 

 

INDUSTRIES 

 

1. Demand Based 

2. Resource Based Skill Based Ancillary 

3. Forest Based Marine Based Agro-Based Mineral Based Animal Based 

4. Agro Produce Processing Units 

5. Agro Produce Manufacturing Units 

6. Agro Inputs 

7. Manufacturing Units 

8. Agro Service Centers 
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Agro-based industries may be classified into four categories: 

 

1. Agro-produce Processing Units 

Those industrial units that merely process agricultural produce fall under this category. They do not 

manufacture any new product; they merely process the raw material so that it can be preserved or 

transported at lower costs, e.g., rice mills, dal mills, groundnut decordicating mills, etc. 

 

 

2. Agro-produce Manufacturing Units 

These units manufacture entirely new products based on agriculture produce as the main raw material. The 

finished goods are entirely different from the original raw material, e.g., sugar factories, bakeries, solvent 

extraction units, textile mills, straw board, etc. 

 

3. Agro-inputs Manufacturing Units 

Those industrial units that produce goods either for the mechanisation of agriculture or for increasing the 

productivity of agriculture come under this category. These units are directly linked with agriculture; they 

support agriculture at various stages, e.g., industries manufacturing fertilizers, pesticides and insecticides, 

all types of agricultural implements, pump sets, etc. 

 

4. Agro-service Centres 

Agro-service centers are workshops and service centers which are engaged in repairing and servicing pump 

sets, diesel engines, tractors, and all types of farm equipment. 

 

An Over View of Agriculture and Agro-based Industries in Punjab  

 

Punjab agriculture has registered spectacular progress since the country became independent in 1947. At 

the time of independence, the Punjab agriculture was reeling under the prevalence of fragmented and 

scattered unirrigated holdings under zamidari system, indebtedness of farmers, outmoded farming and 

fluctuations in crop output. It  was only after independence that an era of planning began when the first 

five-year plan was started in 1951. 

The main industrial centres in Punjab are Ludhiana, Jalandhar, Amritsar, Mandi Gobindgarh, Batala and 

Mohali districts. Ludhiana district is known for the production of hosiery and readymade garments, 

bicycles and components, sewing machines and parts, machine tools, auto-parts, industrial fasteners, 

electrical and electronic goods. About 21 per cent of the total industrial units in Punjab are located in 

Ludhiana district. Famous for hand tools, pipe fittings, valves and leather products, Jalandhar is 

well-known for its sports-goods too. Mandi Gobindgarh, popularly known as the ‘Steel-Town’ of Punjab, 

hosts more than 300 steel re-rolling mills despite being situated far from the sources of raw materials. 

Batala is famous in the country for its castings and machine tools, while Amritsar is known for food 

products, paper machinery and textiles. Mohali near Chandigarh, which attracted a number of ‘sunrise 

industries’, thanks to its locational advantages and infrastructure, seems to have lost its momentum for 

growth in recent years. District Ludhiana leads Punjab in industrialisation. More than 28 per cent of the 

industrial output of Punjab comes from Ludhiana, which has the highest number (166) of large and medium 

units. While Amritsar and Jalandhar were traditionally more advanced, Sangrur, which was one of the 

centrally declared ‘Backward District’ and Patiala, have become fast growth areas. Districts Bathinda, 



International Journal of Research in Economics and Social Sciences (IJRESS  
Vol. 6 Issue 10,October 2016, 

ISSN(O): 2249-7382 ,          | Impact Factor: 6.225| 

 

International Journal of Research in Economics and Social Sciences (IJRESS 

Email:- editorijrim@gmail.com, http://www.euroasiapub.org 
An open access scholarly, online, peer-reviewed, interdisciplinary, monthly, and fully refereed journal 

 

242 

Ferozpur, Gurdaspur, Hoshiarpur, Kapurthala and Moga, each contributes two to five per cent share to the 

State ’s industrial production; while Faridkot, Mansa and Muktsar each contributes less then one per cent 

share. These districts are industrially backward and ‘A’ category incentives are provided to industry coming 

up in them under the Industrial Policy, 1996 (Government of India, 2005). Punjab government is making all 

efforts to develop and boost the agro-based industry in the State which is probably the key sector for 

industrial growth. Through Green revolution in the sixties, Punjab took a major stride in increasing its 

productivity of foodgrains, especially of wheat with a yield of 43.07 quintals per hectare and rice with a 

yield of 40.10 qunitals per hectare during 2009-10 (Government of Punjab, 2010). Punjab Agro Foodgrains 

Industrial Corporation started the programme of diversification of agriculture in 2002-03 and in the year 

2009-10, it covered the 189175 acres area in various districts of Punjab. 

. 

1.6 Need of the Present Study 

 

This study analyses the success of industrialisation in the context of dependence of industrialisation to a 

large extent not only on the capability of agriculture to generate surpluses but also on whether and how 

these surpluses could be channeled into industrial development. The rapid growth of agriculture has 

significant impact on the entire economy, especially the agro-industries by supplying the inputs for 

processing agricultural produce. The agricultural sector can contribute to industrial growth in many ways 

such as by providing foodgrains, releasing surplus labour for non-agricultural activities, providing 

raw-material for agro-processing industries as well as creating demand for agro-input industries. In the 

modern times, industrialisation is the most important tool by which developing countries aspire to achieve 

higher level of per capita income and find a solution to their problems of poverty, unemployment, 

inequality, overpopulation and socio-economic backwardness in the modern world. Rapid industrialisation 

especially in the green-revolution State of Punjab can be achieved through greater emphasis on agrobased 

industries.Development of agro-based industries will mobilise a growing part of national resources to 

develop a technically up-to-date diversified domestic economic structure characterised by a dynamic 

agro-based sector having and producing means of production and consumer goods. Agro-based sector is, 

thus, capable of assuring a high rate of growth for the economy as a whole and achieving social as well as 

economic progress. Consumer demand surveys reveal that the new demand segment for high-value added 

agro-processed products is emerging at a very fast rate, which needs to be appropriately exploited. There is 

need for product development to meet the emerging demands and aggressive marketing to capture the vast 

potential markets globally as well as domestically. This calls for large private corporate as well as the 

public investment and active government support (Singh, 2004). Improving the productivity of 

raw-materials at the farmers’ level and of the processing units in procuring the right kind of raw-materials 

are the main prerequisites for developing the agro-sector.  Keeping in view the latest industrialisation 

trends, there is a necessity for giving a boost to setting up of appropriate agro-based industries in Punjab. A 

study on the evaluation of the performance of agro-based industries in Punjab in the context of generation 

of employment opportunities, output-elasticity and growth of production etc. may help in achieving the 

objectives. The study may attempt to analyse the performance as well as problems and prospects of 

agro-based industries in Punjab. Therefore, the present study makes a modest attempt to analyse the 

patterns and growth of agro-based industries in Punjab. 
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Objectives of the Present Study 

The main focus of the study is to analyse the development of agro-based industries in the context of 

agricultural performance of Punjab. The specific objectives are: 

 

1. To examine the general pattern and growth of industrial development of Punjab especially agro-based 

industries. Further, to analyse the development of agro based industries in relation to marketed agricultural 

surplus in Punjab. 

 

2. To evaluate the importance of agro-based industries in regard to employment and overall development of 

Punjab. 

 

3. To identify the problems and prospects of development of agro-based industries. 

 

4. To suggest policy measures for the development of agro-based industries. 

 

Methodology 

For the purpose of this study, agro-based industries namely food products, textile, leather and paper based 

industries, cotton, sugar, fruits and vegetables, wood and wooden products, furniture and fixtures and 

printing, publishing and allied industries have been included. The classification by the Annual Survey of 

Industries is used to identify the industries for the purpose of analysis. The study has been based largely on 

secondary data, available from official reports, surveys, both published and unpublished. The main sources 

of data are Economic Survey, Annual Survey of Industries, Statistical Abstract of Punjab etc. 

 

PLAN AND STRATEGY  

 

(a) National plan for improvement and extension of agro-processing technology at farm, traditional small 

industry and modern industry levels should be prepared. The plan should take into account the diversity in 

resources and needs of different regions in the Country. It should include programme details and 

implementation schedule for the first four or five years. The progress of plan implementation should be 

periodically reviewed to allow adjustments and corrective measures, and to develop programme details for 

the years beyond the period under review.  

 

(b) Thrust areas for research and development should be identified and medium term research and 

development programme should be prepared and implemented to support the national plan for 

improvement and extension of agro-processing technology at different levels. Treatment and utilization of 

effluents from agro-processing industry should be included in the R.D. programme.  

 

(c) Emphasis should be put on the establishment of new agro-industrial plants in the production catchments 

to minimize transport cost, make use lower cost land and more abundant water supply, create employment 

opportunity in the rural sector and utilize process waste and by-products for feed, irrigation and manure.  

 

(d) Infrastructure in the production catchments selected for agro-industrial development should be 

improved. Because of uncertain grid power supply to rural areas, decentralized power generation using 

locally available resources may become an integral part of agro-industrial development. Similarly, if the 
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raw materials and processed products are perishable or semiperishable in nature, cold chain will have to be 

established.  

 

(e) The national plan should provide for management of agro-industrial activities in the catchment area, 

both by private companies and individuals as well as cooperatives.  

 

(f) Financial incentives and support should be provided on liberal scale to promote the modernization of 

agro-processing industry and for establishing new such industries in production catchments. 

 

 (g) Arrangements to supply market information to the farmer and agro-processor should be put in place. 
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