






































































































































































































































































































































































































































































































































































































































trade, at%t least upto a point. The agricultural depress:ion,
with 1ts severe effects on the fortunes of peasants, made=
money le2nding less attractive than betore; many capitalists
found i1dle monay in their hands and invested in industcy.

't {5 trues that the most important Zroup of entreprenLurs

the Marwaris - claimed to belong to the Bania castes, bur
many ot them were Jains, that 15, wer2 really noutside the
acceapted framework of Hindulsm. in Punjab and Nortn Western

india, 1in general, the entrepreneurs were mainly Aroras and
Khatris whn claimed Kshatrivya (military caste) status,
Finally, most of the groups which became prominent
industrialists in Pakistan after independence, came from the

(Muslim) trading castes. What seems to be common to most of

the entrepreneurial groups 1is that they had been connected
with trade or construction before entering industry® (p.
449,

7.2 Entrepreneurship in Punjab

Coming to the case of Punjab, we find that there have

been some studies on entrepreneurship among certain castes.

Hazelhurst {13966) compared two native trading castes
{Aggarwal Banias and Suds) with two refugee castes from
Pakistan (Khatris and Aroras’. He noted that the caste

traders did much better than the refugees, since they had
both willingness and ability to adjust to changing

conditions. Bhatia {1874) concluded from his study of 5@
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firms in Funjab that peopie from varionus castes and
occupations participated in manufacturing and succeeded In
it. Capital and experience in trading were found to be the

major reasons behind gsuccess.

Saberwal (1976) noted that Ramgarhias, though
traditionaltly of 2 low social status in the caste hierarchy,

were appreciated for their innovative activities, and —came

up as very successful entrepreneurs. He argued that the
stimuli which triggered the formation of innovative
personalities included not only the withdrawal but also a

conditional conferment of status respect, which he termed as
*status dissonance®. Hundal (1977) studied small scale
industrial entrepreneurs in Punjab and found that those who
succeedad in industry were pgople with a high level of
achievement motivation. Pandit (1978, 1985) argues that the
key features of the industrialisation process in Punjab have

been the availability of a cadre of industrial entrepreneurs

(mainly persons displaced by partition) with previous
experience in trade, business, or industry and the rapid
emergence of a large and disciplined skilled labour force.
The State govarnment played its role by providing these
displaced entreprensurs with factory sites, sheds, credit
and the like. In the agricultural sector alsn, these
displaced agricultural classes spearheaded the Grean
Revolution, which suggests the importance of migrants - or
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352 of Punjab- because their ancestors had

[y]

remigrants in the
gone to  sa2ttle the new canal colonies in West Pakistan 2nty
two decsdes before Fartitior - in pioneering entrepreneurial
sctivity,

D'Souza (1982 found on the basis of 1971 Cens;s that
*The Hindu and the Sikh religions do not necessarily induce
any bias among theilr followers iIn the choice of their
occupations, What really influences the choice of
occupations is the caste system which is prevalent among the
people belonging to both the religious categories. However,
for historical reasons, in the Funjab, the population of the

castes doing cultivation is very much over-represented among

the Sikhs and that of the castes following non-agricultural

occupations such as trade and services are over-represeonted
among the Hindus. Agricultural pursuits generally tie the
people to their land in the rurai areas, whereas the

non-agricul tural occupations leave their incumbents

footloose, who are then relatively more free to move to new

places for employment, shouloc the occasion arise. The Sikhs

who are preponderate among the cultivators are therefore

more likely to cling to their rurai surroundings and on the
other hand, the Hindus whc are over-represented among those

who pursue occupations which have an urban bias are more

likely to migrate to the urban areas"™ (p. 787).
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it is therefore reasonable to maintain that the
differentisl distribution of the population of the Hindus and
the Sikhs in the rural and the wurban areas is mainly due to

the fact that the economic condirions are2 channelled through

the caste system”. { D'Souza, 1982, p. 782).~ D'Souza
further concludes, "The two maj)or sactors of the aconomy
which have gzrown enormously in the recent years are
agriculture 3nd rtrada, and the dominant castes among thw

Hindus, by and large are sntrenched in the latter and those

among the Sikhs, in the former. The trading castes among
the Sikhs generally operate on 3 Ilowsr scale as compared
with the Hindu traders. On the other hand, agriculture and
trade are very much linked with each other. This link has
become all the stronger with the modernisation nf
agriculture, as a result of which most of the inputs and
outputs of agriculturists in the rural areas have to pass
through the traders in the urban areas. Such a3 situation

does rosult in 3 «clash of economic interests betwesn the

dominant castes of the two religious categories” (p., 792).

7.3 Entreprensurship in Food Processing in Punjab: Analysis

of Primary Data

In this analysis of entrepreneurial background of
owners of food processing units (primary and secondary) an
attempt has been made to explore the occupational and caste

background of the entrepreneurs. The main gquestions
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o] of these

L1

addressed in this section are: Who are the own

+ to their

D

(W)

units? Do apy patterns 2merge with ra2sp

5 *he hypothesis

]

background, =caste and/or occupations ? Do
by Bagchi that basically Indian industrial <class 15 the one
originating from the trading (Bania) community hold true ?
Besides, what has been the entrepreneurial capability in
terms of diversification of product lines and manufacturing

antivities 7

In rice milling, though the immediate owners of units
were predominantly persons with a background in occupations
like agro- industry itself, commission agency 3and foodgrains
trade, ' and agriculture to a certain extent, the patterns of
their fathers' occupations revealed that the units had been
set up by commission agents predominantly (6@ per cent),’
the next major category being those whose fathers had

agriculture 35 their main occupation (Tabies 7.1 and 7.2).

P~

At the district level, wheresas there w3as total

dominance of commission agents and agriculturists in rice

were peopie from government

D

milling in Lwudhiana, ther
service and merchant communities in Bathinda, satting up
rice mills (Tablses 7.1 and 7.2, Sincea, Commissinn agent
and fondgrain trade business is largely in the hands of the

Bania community in Punjab, more than 65 par cent of the rice
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mills warge run by this Hindu community members (Table 7.3} .
in torms of caste background aiso, the bania caste came to
b2 synonymous with occSupation 3and religion sincae here 3also
53 per cent of the units in both the districts were those

balongzing to Banias (Table 7.3).° The trading background was

also reflected in the decisions of entrepreneurs to enter
this 1ndustry. Most of them had entered into rice milling
due to their lust for more profits and the pre-existing
experience in industry and related trade (Table 7.4),.

7.31 Evidence of Integration

A Majority of the rice mill owners still had ]inks with
agricultural trade in the sense that they themselves wore
simul taneously involved in agricul tural products or

foodgrain trade or their family concern and/or partners wers

in that trade (Table 7.5). The more common tvpes of
integrated business were cotton ginning and oil mills,
wholesale foodgrain trade, and godowns and another rice
mill, all directly related to food processing - the main
activity® (Table 7.6). But in Ludhiana, there was a
departure from this pattern in only two cases where the
integrated business was steel mill in one case and petrol

pump in the other.



Table 7.!: Distribution of Primary Food Processing Units by

Owners' Occupational

District-wise and

District >

Ludhiana

Background
Industry-wise

of units)

the

~

Occupation

RM

N

11

RM oM
Agriculture 1 "]
Commission
Agent/food-
grain trader 2 1
Merchant/
trader 1 2
Student ] 1
Industrialist 3 3
Agricuiture &
cloth merchant 1 "]
Agriculture,
commission
agent and
petrol pump 1 "]
Commission
agent & petrol
pump 1 "]
Small entre-
preneur g 3
All 10 19
Note: RM -rice mill, OM

mills put together.

Source: Primary Survey

oil

(No.
Bathinda
Indusctries >
oM Both
1 3
4 6
2 3
1 2
2 5
"] 1
92 ]
"] "]
"] 92
19 20
and Both-

mill

rice mills and oil



Table 7.2: Distribution of Primary Food Processing Units by. the
Occupational Background of Owners' Fathers
District-wise and Industry-wise (No. of units)

District > Ludhiana Bathinda Both
Occupation < Industries >

RM oM Both RM oM Both RM oM Both
Agricul ture 3 g 3 2 1 3 5 1 6
Commission
Agent 6 1 7 6 9 15 12 18 22
Industrialist 1] 2 2 @ "} ] "] o 2
Village
moneylender/
shopkeeper 1 4 S "} 2 9 1 4 S
Grain market
worker [} 1 1 2 2 2 ) 1 1
Govt. servant 2 2 "] 1 g 1 1 "] 1
Trader/
merchant 9 2 2 9 o " ? 2 2
Trader/
agriculturist ? ' o 1 2 1 1 ] 1
All 10 19 20 19 19 29 20 29 49
Note: RM -rice mill, OM - oil mil! and Both- rice mills and oil

mills put together.
Source: Primary Survey
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Table 7.3: Distribution of Primary Processing units
according to the Owners' Caste background
District-wise and [ndustry-wise (No. of units)

District > Ludhiana Bathinda Both
T industries -
Caste RM oM Both RM oM Both RM oM Both
Pania 6 5 12 s 8 15 12 15 =27
Jat Sikh 2 /] 2 2 1 3 4 1 S
Khatri 2 1 3 ] ] ] 2 1 3
Banias/Jat

Sikh o @ & 2 9 2 2 @ 2
{partners)

Jain o 2 2 o ] 0 % 2 2
Mehra(B C) # 1 1 9 o 9 ) 1 1
Al 18 16 ze 18 18 20 26 20 0
Note: RM -rice mill., OM - oil mill and Both- rice mills and

oil mills put together.
Source: Primary Survey

Besides this, an examination of the nature of variable
costs of rice mills also emphasises the fact that milling is
predominantly a trading operation involving mainly storage
and little value added in actual processing (Lele, 1970, p.
1988). The main difference between trading and milling is
that milling not only requires working capital for purchasing
paddy, but also <calls for a great deal of capital for
investment in the mill. Even this does not restrict milling
to large operators. Rice milling is not limited exclusively

to owners of rice mills. The leasing of rice mills on an
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Table 7.4:

Factors Responsibie for the Entrepreneurs' Entry into
(choice of) Primary Processing industry
District-wise and Industry-wise (No. of units)

District > Ludhiana Bathinda 3oth
< Industries >
Factor RM oM Both RM oM Both RM oM Both
Reiatively
more profits 2 1 1 4 5 9 4 8 19

(RMP)

Pre-existing
1 (PES) 2 2 0 9 1 1 9 1 1

skil

PES & Agri-
culture related
industry

(AR1) @ 9 ] 1 o 1 1 9 1

Because of
parsent unit

(BPU) and 1 "] 1 g "] 2 1 ] 1
AR!

RMP & raw

material avai-

lability (RMA: 2 ] 2 "] 9 9 2 2 2
RMP & Easy to

start (ES) "] 4 a4 "} "} "] "} a4 a4
RMP & BPU [} "] 2 "] 1 1 "] 1 1
RMP & PES 3 a4 7 1 1 2 4 5 9
RMP & ARI 3 o 3 3 1 4 6 1 7
RMP. PES &

BPU " 9 ] 1 9 1 1 "] 1
RMP, PES &

ES 0 1 1 "] ] 2 9 1 1
RMP, ARI &

ES 1 °] 1 o 1 1 1 1 2
All 18 10 20 10 19 29 29 29 49
Note: RM -rice mill, OM - o0il mill and Both- rice mills and oil

Source:

mills put together.

Primary Survey
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annual b3sis i3 3 common phanomenon 3mong paddy traders 3nd

commission agents.®

Table 7.5: Entrepreneurs' Links with Agricultural Trade at
Present
District-wise and Industry-wise (No. of units)

District > Ludhiana Bathinda Both
T ndustries >
Link RM oM Both RM oM Both RM oM Both
Yes s 2 186 & 7 13 14 9 23
No 2 8 13 4 3 7 6 11 17
alt 1p 10 20 18 1a 20 20 20 en
Note: RM -rice mill, OM - oil mill and Both- rice mills and

oil mills put togather.
Source: Primary Survey

7.32 Agricultural Surplus and Food Processing
The investible a3gricultural surplus has besen an 1s5sue
of serious discussion after the Green Revolution, in the
1978's and the early 1989's. But there has been no study of
how much surplus is available with the farmers and how and in
which direction it has been utilised in regions like Punjab.
Lele (1979) found that although there was a preponderance of
certain trading communitiss in the grain trade in some parts

of India, this phenomenon was by no means very widespread.
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Table 7.8: Patterns of other Integrated Businesses along with
Primary processing unit
District-wise and Industry-wise (No. of units)

District > Ludhiana Bathinda Both

< Indust-ies >
Other RM (o], Both RM oM S8oth RM oM Both
integrated = --------------cc  cecmcecr-ceceoo-ce | cmmmeee—e-e--

business

No 4 5 9 5 7 12 9 12 21
Commission ’
agent/whole- 1 g 1 1 ? 1 2 0 2
sale foodgrain

trading

Another rice

mill/godown 1 9 1 1 ] 1 2 o 2
Oil/cotton

ginning mill 2 2 2 3 "] 3 5 ] 5
Steel mitll 1 2 1 ] 2 "] 1 " 1
Other industry @ 1 1 "] ] 2 "] 1 1
Petrol Pump 1 ] 1 ] ] ] 1 "} 1
Ffood/agro o 3 3 g 3 3 8 6 6

processing unit

Tertiary serv-

ices "] 1 1 "] 2 "] "} 1 1
All 19 10 20 10 10 20 29 20 49
Note: RM -rice mill, OM - oil mill and Both- rice mills and oil

mills put together.
Source: Primary Survey



Though the high cast9s had traditionally looked upon trade 3s
a menial! activity, this did not discourage the entry of other
non-trading communities into trade. Letles observas "Although
Marwaris and local Banias dominate the markets in Punjab,
Jats who are predominantly a community of cultivators, are

observed to have =2ntered trade" (p.76,77).

In this context, the present effort looks at the dent
the farming community has made in the fond processing
industry, which is supposed to be agriculture related and
easy to start. The survey revealed that there were units
owned by farmers both indepandently 335 wall as in
partnarship with others, In three out of 20 cases surveysd,
the occupation of the owner remained to be agriculturse
though, 5 of the total mills bhad agriculture as the
profession of the owner's father, and only 2 of them were
owned by Jat Sikhs independently and another 2 in partnership

with Banias. But in all the four caszes, the source of funds

was agriculture which points to the existence and
mobilisation of agricultural surpluses. Besides, in another

3 mills, the funds were partly from agriculture since they

were partnership firms of Banias and Jat Sikhs (Table 7.7).
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Initial Capital! Funds in Primary

Table 7.7: Sources of

Processing Industries

District-wise® and Industry-wise (No. of units)
District > Ludhiana Bathinda Both

< Industries >

Source RM oM Both RM oM Both RM oM Both
Agriculture 2 2 2 2 1 3 a 1 5
Nop-a3gri-
~ul ture 7 16 17 6 9 15 13 19 3z
Both 1 o 1 2 (%) 2 3 "] 3
All 10 12 20 19 12 29 29 20 40
Note: RM -rice mill, OM - oil mill and Both- rice mills and

oil mills put togsether.
Source: Primary Survey

Why is the farming community not coming forward to
invest in industry, especially in agro and food processing?
This is an important question since as agricultural

development takes place in an agrarian economy, farmers are

supposed to become more industrial in their approach and
accumulate surpluses out of farming business and are thus
expected to invest in activities away from farming where
value added is higher. There are instances of this kind of
phenomenon in States like Andhra Pradesh where rfarmer
capitalists have become industrialists over time in the
agriculturally developed regions of the gstate®. In Punjab
also, farmers have wextensively invested in the transport
sector. This comes out <clearly from a study of large
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farmers®' in Punjab where about 14 per cent of them had

invested in non-farm assets like transport, shops, rice-
shelling, oil-expelling and foundry works (Hansra and Shukla
(eds), 1991). Bu* what about farmers' entry into an industry
like primary food processing as this is directly dependent
alien to them.

on agricultural production and is not

Besides, they are easy to start and are related to

agriculture in more than one way.

The Green Revolution in India seems to have led to what
Daniel Thorner called *Cowdung Capitalism®, wherein gentlemen
farmers are operating in an intermediate 2zone of agriculture
and industry (agro-processing?). They are eager to venture
into the field of industrial capitalism. But the entry point
to industry - a small firm - is uninviting due to low

profits, and the future prospects are dim as the profit rate

is quite uolatilé over time in the presence of the
competition from the medium, large and multinational
companies. Thus, though a lot of money has come into the
hands of the rural rich benefitting from the Green
Revolution, they are still in search of investment outlets.

Often frustrated in this pursuit, it takes the shape of

consumer durables, or gets reflected into usually high stock
of inventories.'* Bhalila (1981) also points out the
predominance of 3 peasant culture which Jlacks industrial

entrepreneurship, the slow transfer of agricultural surpluses
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to the industry. and the reilative shyness of merchant capital
which is restricted to trade only, as the main constraints to

the industrial development in Punjab (pp. 29-31).

The survey data which was in terms of the opinions of

~

food processing units'’ owners revealed that lack of risk
taking capacity. lack of adequate knowledge about industry
and trade and lack of funds with most of the farmers,

together emerged as very strong factors hindering farmers in
their sndeavour to snter primary food processing industries

in the state (Tabie 7.8).

What emerged from the discussions with many owners was
that the farmers - who are predominantly Jat Sikhs by caste -
are not used to doing ®"the sitting job" which characterizes
trade and industry. Even the lack of diversification 1in
agricul ture is a pointer to this. Despite this, some

farmers have entered food- grains trade and agro-industry in

agriculturally highly developed regions like Ludhiana and
have given a good performance in such activities which
points to the hidden (passive) potential in this occupati-

onal community, because they are the people who were known
for their enterprise in agriculture, especially during the
Green Revolution period. Kumar also argues that the farmers
of Punjab are not well versed 1in the market mechanism; and

they do not have access to high technology or even to a
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competitive kind of technology (Rangnekar and Malhotra, 1999,

pp. 27-28),

7.4 Entrepreneurship in 0il Mills

Similarly, in the o1l milling industry, the owners
predominantly belonged to trading and merchant occup;tions.
Though the Commission Agent as an occupational category was
an uncharacteristic feature, especially 1in Ludhiana, in the
case of owner's occupation, it was very characteristic when
it came to the occupation of the fathers of the owners of
oil mills. But here again, the predominance emerged only in
Bathinda district where all the mills owned by
non-agriculturist castes, were those with the owners' father

being a commission agent.’' On the other hand, in Ludhiana,

the ownership of oil mills originated from many walks of

life like trade, industry, shopkesping, moneylending and
small enterprising, both in terms of owners' previous
occupations and their fathers' occupation (Tables 7.1 and
7.2).,
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Table 7.8: Factors Hindering Farmers' Entry into Food Processing
Industry
District-wise and Industry-wise {(No. of units)

District > Ludhiana Bathinda ~ Both

< Industries >
Factor RM oM Both RM oM Both =M oM Both
No ] 5 S 2 2 4 2 7 9
Lack of
Funds (LF) 2 "] 2 "] "} [} 2 "] 2
Lack of
Knowledge 1 3 4 2 S 7 3 8 1t
(LK)
Lack of Risk
taking
Capacity(LRC) 3 "} 3 2 1 3 5 1 6
Bad Industrial
Climate (BIC) 1} g 1 "] " 2 1 2 1
LF & LK 2 g 2 2 "] 2 a "] 4
LK & LRC 2 2 2 1 "] 1 1 "] 1
LK & BIC 1 "} 1 "] "] ] 1 " 1
LF & Agri. "] 2 "} 1 "] 1 1 9 1
Viability
LK & Agri.
Viability 3 2 2 g 2 2 "] 4 4
All 16 14 20 16 19 29 29 29 Y]
Note: RM -rice mill, OM - oil mill! and Both- rice a3ills and oil

mills put together.
Source: Primary Survey



Caste-wise also, whereas all the oil mills (except one
which belonged to a farmer - Jat Sikh) in Bathinda belonged
to Banias (a trading caste), in Ludhiana though Banias again
dominated the scene but there were also Jain, refugee and
backward caste entrepreneurs (Table 7.3). Jains are again a

trading caste, and can thus be equated to Banias~ for all

practical purposas. On the other hand, the participation by
a rafugee and 3 backward caste entrepreneur in oil milling
again p2ints to thke diversification in entreprensurial
origins in a relatively industriélised district. Further,
in all the casas, sxcapt one, the initial capital came from
non-agricul tural sources and, still about half of the
entrepreneurs had links with agricultural trade and, given

the background of  entrepreneurs, it was more so in Bathinda
district than Ludhiana (Tables 7.7 and 7.5). But, in terms
of the o0il mills owners having other integrated businesses,
Ludhiana fared better than Bathinda, though the predominant
integrated activities were food and allied food processing

units in Ludhiana and agro-processing units in Bathinda

({Table 7.6,

Given the background of entrepreneurs, what prompted
them to enter oil milling ? In Bathinda, the relatively
backward district, it was mainly relatively more profits in
this industry in half of the cases, and profit motive added

with certain other factors iike agricuiture-related
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industry, pre-existing skill and the Parent unit's
encouragement, in the other half of the cases. On the other
hand, in Ludhiana, the profit motive, per se, was not the
predominant factor but more as a factor allied with
pre-existing skill and easy to start nature of the industry

~

(Table 7.4),

7.5 Summing Up

Put together, these primary processing industries in
Punjab are mainly in the hands of the Bania community, who
traditionally have been traders and merchants, mainly
commission agents in food grains and are still largely
linked with agricultural trade in the State.'? But still,
there has been 3 small presence of Jat Sikhs in this sector
in the recent past who by their original eaccupatinnal
background are large farmers and have antered this industry
by investing the surpluses earned as a result of Green

Revolution in Punjab agriculture in the 1970s.

Though most of the primary processors are basically
commission agents and traders, over time there has emerged 3
class of agro industrialists who are owning "Small Empires”®
of agro-industries and agro-business in the sense that they
own oil mills, cotton ginning mills, other food processing
and agro- processing wunits, godowns, and foodgrains trade,

along with their main primary processing industry. The most
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predominant factor in their entering food processing (nil
and rice milling) was relativaly higher profit in these
activities, of course, coupled with pre-existing skill in
the foodgrain trade and the easy to start and agro-related

nature of these industries ( Tables 7.1 to 7.7).

The pattern of emergence of the primary processing

industries by the occupational background af owners shows

that before the mid 1970s, it was the trading and
manufacturing community which entered food processing. But
during the second half of 18978s and the 1980s, commission

agents enteared this industry in a big way, though the trend

of entry of traders and manufacturers continued

simul taneously. Another interesting phenomenon of the 198803

was the eontry of 3griculturists into food processing

teo

0]

industry (Table 7.9). In terms of their community (ca
background), before the 1980s, the industry was totally in
the hands of the Hindy 3nd the Jain Banias. But during

1989s, other occupational castes liks Jat Sikhs and Khatris

made their entry, though the Banias were still predominant

(Table 7.18).
7.6 Occupational Mobility

The analysig of the occupations of owners with respect
to their fathers'’ occupations revealed some interesting
aspects of occupational mobility. Though there was no

mobility among the agricultural and commission agents
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Tabie 7.9: Pattern of Emergence of Frimary Processing Industries
by the Entrepreneurs' Previous Occupation ~
(rice and oil milis in two districts of Punjab)

Year of Occupation
Estab- Agri C.A+ Trader/ Manufa Village Govt. Agri & Agri &
lishment culture merchant cturing -shop servant C A Trade
gderore

") 3 2 3 [ 1 [ 9
1976-30 1 4 2 3 2 [ ] 9
1981-56 3 7 3 8 1 0 1 1

a4 11 7 14 1 1 1 1

*« commission agent

Source: Primary Survey

Table 7.18: Patterns of Emergence of Primary Processing
Industries by the Entrepreneurs' Community (Caste)
Background
{rice and oil! mills in two districts of Punjab)

Year of Community (caste)

Estab- Bania Jain Khatri Jat Sikh B C Bania/ Total
lishment Jat Sikh
Before

1975 5 1 "] [ '] "] 6
1976-80 6 1 1 1 9 1 10
1981-86 16 ] 2 a 1 1 24
All 27 2 3 5 1 2 40

Source: Primary Survey
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Table 7.11: Patterns of Entrepreneurs' Immediate Occupations by

their Fathers' QOccupations
(rice and oil mills in two districts of Punjab’r

Owner's Father's Occupation

Decupat{on —-------- oo o o e e e e e e e - s e - —m o sssseso—— -

--------- Agri C.A/ Trader/ {ndust- Village money Govt. Manua:. All
culture UFGT merchant rialist lending/shop servant worke:

Agricul ture & 4 2 "] 0 "] @ 4

Commission

Agent/ food- |

grain trader @ 9 o 9 1 ] ) 10 |

Merchant/

trader "] S 2 [ s 9 3 7

lndustria-

list [} 7 1 1 ) [ J 13

Student ] 1 2 b} [ 1 ] 3

Agricul ture &

merchant 1 ] "] @ [} @ 2 1

Agricul ture

and commission

agent 1 [} ] [ [ ] L] 1

Small entre-

preneur "] ] [ [ 4 [ [ 1 1

All 6 22 3 2 5 1 L 48

Source: Primary Survey
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occupations, there was a very clear evidence of the sons of
commission agents, foodgrains traders, village money-lenders
and shopkeepers becoming industrialists. This points to the
trading background of Indian industrial entrepreneurs.

{Table 7.11).

Further, there was a clear-cut division of occupations
with respect to caste. Whereas all the commission agents,
manufacturers and traders/merchants were Banias {(Hindus and
Jains) by caste, all the agriculturalists were Jat Sikhs by
caste background. Similarly, Khatris were confined to trade

and manufacturing as their caste-occupation (Table 7.12).

7.7 Entrepreneurial Background of Baking Units in the Small

Scale and the Unorganised Sectors in Punjab

In the small scale sector of baking industry where
there were units making bread, biscuits and other bakery
items, there were quite large variations in size of the

units within the sector. Though, there were mechanised bread
factories with investment of Rs. 14 lakh or more, there were
very small sized bakeries as well. In this sector in

Ludhiana, the baking units were independent in their origins

from the trading and merchant background. Most of them were
run by those who were earlier bakery employees or owners,
government employees, refugees from Pakistan, and petty

shopkeepers by their occupational background.
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Table 7.12: Patterns of Entrepreneurs's Immediate occupations
by their Community (Caste)
{rice and oil mills in ¢wo districs:s of Punjad)

Qwner's immediate Occupation
(O ¥ - e i i e il
------ Agri C.A/ Traders/ manufac- Student Agri. & Agri. & All
culture WFGT merchant turing ccmmission 32Januracs
agen< curer
Jain 4 2 2 @ '} ] J 2
Bania "] 9 S 11 2 [ J 27
Jat Sikh 4 ") ] ] ] 1 g 5
Khatri ) "} 1 @ 1 [ J 1 3
Mehra
(B C) 3 "} "] 1 @ 2 2 1

BaniasJat
Sikh ] 1 1 [*] "} [} L 2

(partners)

Source: Primary Survey
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Tabple 7.13: Distribution of Baking units according to the

Occupation

District-wise and sector-wise (No.

Owners' Previous

of units)

Districe > Ludhiana

<
Occupation 55 us Both
Commission
agent "] g "]
Stuagent ] 1 1
Bakery owner/
Partner 2 3 )
Bakery
employee a 2 2
0il trader/
cloth merchant 1 9 1
Govt. employee/
ex~-serviceman 2 "] 2
Refugee fron
Pakiszan 2 2 4
Petty shop-
keever tHalwai.
milk vendor) 2 o 2
All 9 8 17

Bathinda
Sectors >
5S Us Both
1 2 1
3 4 7
1 ] 1
"] 4 4
1 '] 1
"] 1 1
"] @ 9
] "} "}
6 9 15

Note: S5S- Small Scale Sector, US-
put together.
Source: Primary Survey

Unorganised Sector,

Both

5S us Both
1 [} 1

3 S 8

3 3 6

[} [ 6

2 ] 2

2 1 3

2 2 4

2 2 2

15 17 32

and Both - SS and U¢

e
Ao
c



Table 7.14: Distribution of Baking units according to the

Occupation

District-wise and sector-wise (No. of units)

Owners' Fathers'

District > Ludhiana

<
Occupation SS us Both
Commission
agent ] 2 )
Agricul turist 1 [} 1
Bakery owner 1 1 2
Bakery employee 1 1 2
Trader/merchant 2 ] 2

Govt. employee/ 2 1 3

Refugee from
Pakistan [} 1 1

Petty shop-
keeper

(milk vendor) 1 3 4

Private firm

Bathinda
Sectors >
SS us Both

1 [ 1
2 1 3
[} 2 2
1 1 2
1 2 1
1 2 1
2 2 2
[/ 2 ]
[°] ] "]
[} 3 3

6 9 15

employee 1 @ 1
Vage Labourer [ 1 1
All 9 8 17
Note: SS- Small Scale Sector, US-

put together.
Source: Primary Survey

Unorganised Sector,

Both

SS us Both
1 ] 1
3 1 4
1 3 4
2 2 4
3 [°) 3
3 1 4
9 3 3
1 3 4
1 '] 1
@ 4 4

15 17 32

and Both - SS and US

z2)



On the other hand, in Bathinda, where the baksry units

ware of relatively recent origin, thsy were owned by people

with background in o9ccupations |ike student, commission
agent, and Dil trading, though there was 3 unit run by a
former bakery employee as well, Similar patterns also

emerged in terms of occupational background of the fathers of

the owners wherein 1IN Ludhiana, they were preaominantly
non-agriculturists and non-traders. But, on the other hand,
in Bathinda they were predominantly traders and

agriculturists (Tables 7.13 and 7.14).

The caste background of the bakery owners suggested

that though both the Hindus and ~he Sikhs were present in

this industry in equal numbers, caste-wise most of them
belongsd to the Khatri community who are predominantiy
refugees from Pakistan. They were found among the Hindus as

wall as the Sikhs. In Ludhiana where they account for a
significant proportion of the population, they controlled
almost the entire bakery business in the small scale sector,
whereas in Bathinda, it was the Bania community who were in

large numbers in this industry (Tabie 7.15).

Now, why did these entrepreneurs come into this

particular industry? The frequency distribution of baking

units acrnss various factors in the choice of industry

suggests that in Ludhiana, the predominant factor per se and
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in collaboration with other factors was the pre-existing
skill of the families in this activity'’® where most of them
were refugees from Pakistan and their fathers had been

dealing in the same or related businesses like milk vending,

sweet-making, etc.. The facilitating factors were the
relativaly low initial investment and more profits, which
made it easy for these entrepreneurs to enter and stay in

this industry.

Table 7.15: Patterns of Caste background of Baking unit
Owners .
District-wise and Sector-wise (No. of Units)

District > Ludhiana Bathinda Both
"""""""""""""" < sector >
Caste S§S us Both SS us Both SS US Both
Banta 1 ] 1 3 9 3 4 ] 4
Jat Sikh 4 7/ @ 1 9 1 1 e 1
Khatri~/

Arora 8 5 13 2 2 4 10 7 17
Brahman 92 1 1 ) 1 1 @ 2 2
Rajput o 9 9 o 1 1 0 1 1
B C 9 2 2 2 3 3 o 5 5

S C 9 9 ? o 2 2 2 2 2
Al s 8 17 6 8 15 15 17 32

Note: SS -Small Scale Sector, US- Unorganised Sector, and
Both- SS and US put together.
Source: Primary Survey
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On the other hand, in Bathinda, relatively high
profitability of this industry was the predominant factor
for entry into this industry which is mainly in the hands of
people with trading and merchant background (Table 7.16).
In Ludhiana, even the patterns of other integrated
businesses of the entrepreneurs or their families confirmed

the relatively diversified interests in industry like

various types of food processing (Table 7.17).

But, in the unorganised sector of bakery 1industry, the
owners were in 3 majority of cases related to the industry
in their occupational background. They were gither working
as bakery employees or themselves running bakeries with some
partnership before starting their own bakery Dbusiness.
Simitarly, their fathers' occupational background was also iﬁ
bakery business and other non-agricultural and non-trading

occupations (Tables 7.12 and 7.13).

One nof these predominant occupational categories was
wage labour, that too in Bathinda district. This perhaps
shows that the bakery industry in the unorganised sactor is
in the hands of peoplie with msagre funds and occupational
background in petty businsess, trade and wage I|abour. This
was avident from the caste affiliations of the bakery owners

as well. Though the Khatris were still the largest
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Table 7.15: Frequency Distribution of Factors Responsible for the
Choice of Indust:cy
District-wise and Sector-wise (No. of unitsh

District > Ludhiana Bathinda Both

< Sectors >
Factor SS US Both ss us Both SS us Both
Retatively
more profits 2 "4 2 3 -4 3 5 3 5
(RMP)
Pre-existing
skill (PES) 3 3 6 1 8 9 4 11 15
Easy to
start (ES) 1 1 2 1 ] 1 2 ! 3
RMP & PES 1 @ 1 [} ] "] 1 J 1
RMP & ES 2 1 1 2 ] "} 3 1 1

PES & Because
of Parent

Unit (BPU) 1 1 2 9 d ? 1 1 2
PES & ES 1 2 3 1 1 2 2 3 5
All 9 8 17 6 9 15 1S 17 32

Note: SS5- Small Scael Sector, US- Unorganised Sector, and Both-
SS and US put together.
Source: Primary Survey
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community among the surveyed bakeries, the scheduled caste

and backward caste people wera o8qually predominant in this

D

sector of the bakery industry in Punjab, aspecially in
Bathinda district. Another existent community in this
business were the Brahmins (Table 7.14), Even the analysis
of factors in the choice of this industry by the
entrepreneurs’ occupations suggested that what led people to
g0 for baking business was their pre-existing skill in this
occupation wherein they were working as bakery employees in a

>

large number of cases (Table 7.15).

Table 7.17: Patterns of Other integrated Businesses of Baking

Units (Small Scale)

Integrated District
Activity -~---~-ccmmrm e m e s s s ettt e e e e - -

Ludhiana Bathinda Both
No 3 4 7
Oil mitl ] 2 2
Food processing 2 9 2
Show room 3 ] 3
Stoal unit 1 ] 1
All 9 6 15

Source: Primary Survey

7.8 Conclusions

This analysis of the entrepreneurial background of
primary and secondary food processing industries in Punjab
reveals that, by and large, the entrepreneurs in the primary
processing industries are those with trading or merchant

background which coincides with their caste as well. The
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present owners' fathers were predominantly commission agents
and traders in agriculturally developed Punjab who made good

fortunes due to the increased volume of foodgrains and

overall agricul tural trade as a result of the Green

Revolution. Not only were the sources of funds for

investment in primary processing wunits non-agricultural but

also the major rsason for investment in these industriss was

their relatively greater profitability which again reoflacts

upon the trading background of thess entreprensurs who would
have been more interested 1in making quick money in this
activity relatsed to their main activity -~- foodgrains trade,.
The 198@s seem to have witnessed the entry of agricultural
modest scale but

surplus farmers in these industries on a

they do not seem to have made any major dent due to the lack

of appropriate professional background.

The analysis of occupational background points to the
process of occupational! mobility among the trading castes
wherein the sons of commission agents were found to be
becoming industrialists, though in small measure and that too

only agro-industrialists.

But the secondary processing industries did not show any
evidence of their trading background. They were more akin to
the skill patterns of wvarious communities and families such

that most of the bakery entrepreneurs were either owners of
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bakeries or bakery employees in their earlier occupation
also. Their parental occupation revealed that the
entrepreneurs came from very diverse backgrounds. However, in

terms of caste, the iIindustry was in the hands of Khatris and

Aroras - a trading caste most of whom are refugees from
Pakistan. Even the important reason for choice of this
occupation turned out to be pre-existing skill unlike the

factor of greater profits as in the primary processing
industries. A welcome feature of the bakery industry was
that it was the éector where the poor strata with meagre
funds were able to enter and sustain themselves perhaps due

to the small and scale-neutral nature of the activity.
In the following chapter, the summary and conclusions of

the study are put together and some policy suggestions and

research questions are discussed.
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Notses

1. For an exhaustive review of literature, see Raman Mahadevan:
"Entreprensurship and Indian Industrialisation in Historical
Perspactive"®, & paper preasented at the seminar on "indian
fndustrialisation®, June 9 - 12, 1987, Centre for Development
Studies, Trivandrum (Kerala). ~

2. Commission Agents opserate as middlemen between the producer
and the buyer and receive a commission for their services. A
commission agent is known as Kacha Arthiya in Punjab 3nd he is
required to receive his commission from the purchaser. On the
other hand, a wholesale foodgrain trader is known as a Pucca
Arthiya in Punjab (Lele, 1971, pp.52, 53, 56).

3. This is corroborated by a study conducted in the early 19795

as well which states that commission agents often owned rice
mills (See ¥V K Gupta and P S George: Modernisation of Rice
Processing Industry in Punjab, CMA Monograph No. 54, [

Ahmedabad, Oct. 1974).,

4. That the Hindus have been associated with trade and industry

is reflected in a statement by Randhawa et. al.{(1974); *"Credit
for this revival (after Partition) goes to the Sikh farmers,
blacksmiths and carpenters, and the Hindu entrepreneurs of
Punjab. It is their co-operative endeavour in the fields of

agriculture and industry which laid the foundations of progress
in Punjab*"{(p. 37).

5. The evidence on this integration comes out from a recent
study on Bangladesh as well which states: "Most of the (rice)
mills operated as traders, purchasing paddy, processing it and
selling rice"(p. 214). See Ben Crow:" Plain Tales from the Rice
Trade - Indications of Vertical Integration in Foodgrains Markets
in Bangladesh" in The Journal of Peasant Studies, Vol. 16, No. 2,
Jan. 1989. Crow also <cites the case of a large rice mill owner
who was involved in import-export business, brick making, and
palm oil milling, besides rice milling.

6. This was observed by Lele (1971) as well (p.78).

7. This has happened in another Green Revolution region -
Coastal Andhra Pradesh too. See Y V Krishna Rao in Y V Krishna
Rao et. al. (eds.) 1984, p. 25
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8. see C B Upadhya:" The Farmer-Lapitaiisus ur  wveoe ee-
Pradesh®” in Economic and Political Weekly, July 2 and 9, 1988;
and R M Mohan Raon:"Commercialisation and Agricultural Growth in
Asia: A Comparative Study of South Korea and Coastal Andhra®" in J
Breman and Sudipto Mundle (eds.):Rural Transformation in Asia,
ouUP, Delhi, 1891.

9. A large farmer was one who owned 7 hectares or more of land
with 75 per cent of the cultivated area irrigated, and at least
one tractor.

19. Sau, R:"The Green Revolution and Industrial Growth in India:
A Tate of Two Paradoxes and a Half", Economic and Political
Weekly, Vol. 23, No. 16, April 16, 1988.

11, The only large scale refined oil unit 1in this district was

also pioneered by a commission agent.

12, A survey of 65 small scale units (25 of them agro-based) in
the centrally backward districts of Punjab by the Economic and
Statistical .0Organisation (ESO}, Punjab also revealed that a
number of the entrepreneurs were previously commission agents or
ware ~doing business. These people usually being well-off, with
the addition of govt. incentives,had set up a large number of
units in the last decade (Govt. of Punjab, 1984).

13. Pre-existing skill or experience was also found to be a
predominant factor in entreprensesurship in farm machinery industry
in Pakistan (Nabi, 1988) and in bicycle industry in Indian Punjab
{Singh, S, 1989).
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Chapter 8
SUMMAY AND CONCLUSIONS

The present study has examined the growth, structure
and organisation of food processing industries in a Green
Revolution region. Punjab is a predominantly agricultural
economy which is faced with the problems of high cost of
cultivation, underemployment and unemployment, and a narrow
industrial Dbase. Keeping in view the resource based
industrialisation strategy, this study has looked at the
process of agro-industrialisation in the State with special

reference to food processing industries.

The specific objectives of the study were: (1) an
analysis of the industrial structure of the State in general;
(2) an examination of the growth, structure, and organisation
of the food processing industries and their backward and
forward linkages; (3) a look into the nature and composition
of employment in these industries and their sources of
labour: {4) an analysis of the nature and sources of
entrepreneurship and investment funds in order to examine the
integration between agricultural trade and food processing
and the potential for entry for farm entrepreneurs into this
industry; and finally, (5) an examination of the scope and
potential of food processing industries in Punjab given a)

the prevailing cropping pattern and b) a changed cropping
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pattern scenarioa.

Findings of the Study
The analysis of the structure of the State economy

revealed an overdependence of the state income and employment

on the primary sector wherein a major component of it - crop
production-was facing the problems of high cost of
cultivation, lack of diversificatinn, and lack of linkages
with other sectors of the economy. On the other hand, the

secondary sector, especially the manufacturing part of it,
has a very small base, though it experienced very high growth
rates before the slow down in the 198#8s. Though the
industrial sector of the State is considered to be small-
scale dominated, over the years, the employment share of this
sector has fallen quite considerably. The agro-processing

sector has been able to maintain its relative share in the

total industriat employment throughout the post-Green
Revolution period. Also, the ratio of consumer goods
production to that of capital goods has declined. On the

other hand, the benefits of Green Revolution seem to have
accrued more to the tertiary sector, particularly, to trade

and transport,

The food ©processing industry 1is one of the major
industries in the factory sector, but its share in the small

scale sector has been quite small. Employment in the
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organised sector of this industry grew at much higher rates
than production during the 197¢5 and the 19885. However, the

small scale sector had much larger increases in employment,

]

specially in the 198#s.

A clear shift in the relative importance of wvarious
industries within the food processing sector was obsecved.
Wh=reas during the 1968s 3nd *the 1378s, the _traditionsal!
industries like grain milling, sugar, edible oils and dairy
products dominated the scene, they lost théir shares in the
1980s when some new industries like baking and fruit and
vegetable processing emerged. However, in terms o0of their
weightage, the traditional sector continued to dominate even
during the 1980s. The smatl scale sector though growing at a
very high rate, was found to be lacking in diversification of.
activity or product manufacturing. It was dominated by three
industries - two primary processing (rice milling and oil

milling) and one secondary processing (baking).

The analysis of secondary information also brought to

the fore the evidence that the small scale sactor of food

processing was relatively less efficient when compared to the

factory sector. It not only had lower labour and capital
productivities but also a higher capital intensity than that
in the factory sector. However, the results for the
unorganised sector (DME survey sector) were quite mixed.
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Though the capital intensity was lower than that of the
factory sector, labour and capital productivities wa3re much

lower.

The analysis of primary survey data revealed that in the
primary and secondary processing industries the predominant
mode of ownership was partnership in all industries except
the unorganised sector of the baking industry and the oil

ghanis. In a majority of the cases, the partners were

members of the same family or relatives.

Since primary processing industries are based on
agricultural output, the cropping pattern has a direct
bearing on their emergence and existence. In Punjab, most of

the rice milling units emerged on the scene only during the
late 19789s and the early 1980s as a result of the change in
the cropping pattern in favour of paddy cultivation in the
State. However, another primary processing industry - oil
milling - was relatively free of such a tie up with the
cropping pattern and was *"footloose® in its raw material
procurement. Many of the oil mills obtained their supplies
from the neighbouring states of Haryana and Rajasthan and

even as far as Gujarat.

The proximity of the mills to the market place and urban

centres had a clear impact on them in terms of their size as
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well a5 working pattern. The mills in the developed district
were larger in size. On the other hand, the secondary
processing industries seemed to be more responsive to urban
demand and industrial consumers along with agricuitural
growth as was evident from the study of the bakery industry.
Here too, the baking wunits in the relatively developed

district had, on an average, a larger size.

The findings on the employment aspects of hkhe fonod
processing industry revealed that though they were major
sources of employment for the wunskilled and semi-skilled
migrant workers, they did not generate the type of
employment which would suit the lccal needs. The existing
pattern of employment not only excluded local people, but
also the type and quality of jobs generated was low. The
wages in this industry ware as high 335 or even |ower than
that in the agricultural sector of the State; and the natur=
of jobs was seasonai. Thus, these jobs acted as competitors
to agricultural work and contributed to a labour shortage in
rural areas during peak months. The empioyment charactar ot

the secondary processing industry was also of the same type

as In the primary processing industries.

The capital-labour ratio (K\L)} analysis for the primary
processing industries revealed that on the whole, oil mitlls

in the study districts were more capital intensive (or less
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labour intensive) than the rice mills. However, within oil
mills, capital intensity was higher in the more deveioped
district of Ludhiana. ODn the other hand, rice miliis were
less «capital intensive in Ludhiana. In the relatively i(ess
devaloped district of Bathinda, rice mills were found to be
as capital intensive or as labour intensive as oil miils when
total capital investment was taken into consideration. A
major factor explaining the high capital intensity of rica

mills in Bathinda was the wunder-utilisation of capacity.

They woare more seasonsl and operated less number of shifts.

On the other hand, in baking industry, the small scaie
units in Ludhiana were less capital intensive than their
counterparts in Bathinda. But the capital productivity was
more oOr less same in both the districts, though labour

productivity was higher in the capital intensive district.
In the wunorganised bakery sector, Ludhiana had higher
capital intensity as well as labour productivity, but lower

capital productivity than that in Bathinda.

The high dsgree of relationship between agricultural

growth and the growth of food processing sector at the

district level suggested the importance of agricultural
growth in the process of agro-industrialiszation and therseby
industrialisation. The area under food crops explained 33

per cent of the growth in the number of units at the district
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leveal, However, the factor of urbanisation was also found to
be an equally important explanatory variable. This, ot
course, takes account of infrastructure development as well.
Though the primary survey also pointed to very strong
backward and forward linkages of these industries, the nature
of these links was found to be not quite in tune with tha
requirements of the regional economy in terms of employment
and investment opportunities and the sustenance of the

~

agricultural sector.

The analysis of the entrepreneurial background of
primary and secondary food processing industries in Punjab
revealed that, by and large, the entrepreneurs in the primary

processing industries were those with trading or merchant

background which coincided with their caste as well. Tnis
once again validates Bagchi's hypothesis that the Indian
industrial class is basically a trading class. The present
owners' fathers were predominantly commission agents and

traders who made good fortunes due to the increased volume of
foodgrains and overall agricultural trade as a result of the

Green Revolution in the State.

Not onily were the sources of funds for investment in
primary processing units non-agricultural but the major
reason for investment in these industries was their

relatively higher profitability. This again reflects upon the
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trading background .of these entrepreneurs who would have been
mwee interewted In meking quick money in this activity which
is related to their mair activity -- foodgrains trade. The
1989's seem to have witnessed the entry of agricultural
surplus farmers into these industries on a modest scale but
they do not seem to have made any major dent dus to the lack
of appropriate professioral background and lack of sufficient

funds with most of the farmers.

The analysis of occupational background pointed to the
process of occupational mobility among the trading castes
wherein the sons of commission agents were found to be
becoming industriaiists, though in a small measure and that

too confined to agro-industry.

The =ntrepreneurs in the secondary processing industries
did not show any evidence of their trading background. They
were more akin to the skill patterns of various communities
and familiss such that most of the bakery entrepreneurs were
either bzkery owners or bakery employees in their earlier
occupation. Their parantal occupation revealed that the
entreprensurs came from very diverse backgrounds. However, in
terms of caste, the induustry was in the hands of Khatris and
Aroras - a trading caswe most of whom are refugees from
Pakistan. Even the important reason for choice of this

occupation turned out to be the pre-existing skill unlike the
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factor of more profits in the primary processing industries.
A welcoms feature of the bakery industry was that it was the
sector where the poor strata with meagre funds were able to
enter and sustain them:z. lves perhaps due to the small and

scale-neutral nature of the activity.

Policy Suggestions ~
Though we are avare of the limitations of the study in

terms of coverage of districts and industries and do not

intend to generalise the findings, still a few suggestios are

attempted from the above findiﬁgs of the study.

The question one may ask is: Have the food processing
industries performed the role they are supposed to perform in
an agriculturally developed region? The answer perhaps |is
not "Yes", though it may not be "No* either. 0f course,
they seem to have helped the rural sector by way of providing
a market for the produce and certain other linkages like some

amount of emplcyment and investment opportunities in sectors

like transport and trads. However, the growth of food
processing industries has been inadequate in terms of
involvement of the rural community in it. Further the

integration of agricultural! trade with processing has led to
no improvement in the share of the producer in the consumer's

rupee.

239



The reason perhaps lies in the form of organization of
food processing uvnits. Thus, if the food processing has to
play the role of catalyst of rural sustenance in Punjab, it
has to be organised 1in a way that rural community could
participate in investment, if not in jobs. In this, perhaps
co-operatives can be helpful because they will not only link
farm sector with processing for supply of raw material but
also in terms of labour and investment linkages. In fact,
one of the demands of the farming community {articulated by
the Punjab unit of the Bhartiya Kisan Union) is that farmers
of Punjab shoul!d be involved in trading and agro-processing
so that they can find alternative outlets of investment; and
the share of producer in consumer's rupee goes up, if the

organisation iv co-operative.

Also, modernisation and technological upgradation of the
industry with a focus on national and international markets,
will make it possible to improve the quality of jobs
generated and will strengthen linkage of these activities

with the rest of the regional economy.

The organisation of th.s industry along co-operative
lines will also lead to better labour relations which are
very crucial in the given confext,. This is because in Punjab
the youth from farming families are not used to being ordered

around which is generxlly the case in privately owned small
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scala anterprises.

Punjab adopted a particular model of development - a
mode] in which there was a greater thrust on economic
development. And the people of the State have had a brief

taste of prosperity. The youth of the State are now looking
for particular type of jobs at particular wagses. Another
possibility of involving the educated youth\ into the
development process 1Is to make them self-employed small
"Karkhanedars" instead of workers. But this will require
training for self-amployment, credit facilities and

idantification of viable ron~-farm activities on a vast scale.

So far as the relevance of the cropping pattern for food
processing industry is concerned, it should be remembered
that there is a two-way causation betwsen the two. Whereas
processing industries can help change cropping patterns to a
certain extent, the cropring pattern itself has an impact on
the emergence and growth o0f processing 1industries in a
region. Here some observations on the potential for food
processing industries based on present cropping pattern and a

changed crepping pattern have been attempted.

First, wheat based industries: Punjab processes only
2.5 per cent of the total output of wheat in the State and

the rest of it moves out cf the State. Here one has to agree
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that conversion of wheat into wheat flour will not really add
significant value, but on the other hand, may lead to more
wastage in transport of the wheat flour because it is more
perishable compare* to wheat. But what is required is to

make use of wheat in secondary processing industries.

The bakery industry is5 on® which has stropg linkages
with the wheat sector of agriculture. The production of one
ton of bread requires 6.75 tonnes of wheat flour. Since
bread is less perishable than wheat flour and there is a
growing demand for it within and outside the State, it is
desirable to develop the bakery industry. It will also have
spread effects on other sectors of the economy in terms of
growth of marketing, transport, and distribution linkages
and will l®ad to more entrepreneurial and employment avenuses

in the Statse.

Paddy is another important crop in Punjab. Besides
rice, processing of paddy yields two by-products - rice bran
and nusk. Whereas rice bran is being used in a number of food
and non-food industries, the use of husk so far has been sub-
optimal because it is being used as fuel in many industries.
Perhaps a more viable and industrial use of husk can be made
by way of using it as a raw material in production than as a
fuel input. Many industries like furfural, cardboard, cement

etc. can be set up in the State.
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But it should be remembered that the by-product
processing involves very low raw material cost but very high
capital and management costs compared to the primary
processing industries. Thus, the approach to the development
of such industries will be different from the one for product
processing industries in terms of location, organisation,

~

management, technology, etc..

Oilseeds based industries:-cotton and mustard are two
other important <crops in Punjab after wheat, paddy and
sugarcane. At present, some of the cotton is Dbeing sent
outside the State by the traders and the Cotton Corporation
of India. The raw cotton has two components- cotton and
cotton seed. Whereas cotton 1is used in non-food industries,
cotton seed oil is .:sed for extracting oil by the oil mills
and then used in the manufacture of vanaspati. Thus, both as
a raw material and as a +final product (refined cotton seed
oil), cotton seed o0il leads to many direct and indirect
linkages with other sectors and economic activities in the
State econcmy. These forward 1inkages of o0il mills were

evident from our study as well.

However, since the raw material for oil mills |is
becoming a problem, the oil mills in the State are looking

elsewhere for their requirements. The import of oilseeds
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{mustard) from other States was reported in our study of oil
mills. If the linkage effects of such industries are to be
utilised in an sffective manner, then it is important that
0il s5e9ed crops should be promotsad,. This will help in
bringing farmers out of the wheat-paddy rotation which has
become a3 liability for the State. However, this change of
cropping pattern wil! require more attention to yields than
to prices of oilseeds. The Johl committee (1986) also
observed that given the production technolongy and existing
relative prices, there were very few crops which could

compete with paddy and wheat rotation. Though there is

limited possibility, there is some hope in respect of crops

such as sugarcans, rapesasd, mustard, arhar, moong, and
snyabean, There is potential for improvameant in the
production of thess crops. To achisve this, these crops nesd

pricing and procurement support on the pattsern of wheat and

rice.

Now, if the cropping pattern is different from the
present one and dominated by new crops like fruits and
vegetables, then the strategy for food processing development
has to be different. Recently, there has been a talk of
diversification of agriculture in Punjab towards new crops
consequent up on the recommendations of the Johl committee
(1886). At present, fruits occupy @.8 per cent and

vegetables #.92 per cent of the cultivated area in Punjab
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(1987/88). The major fruits and vegetables grown include
kinnow, pear, peach, mango, orange, guava, grapes, potato,
cauliflower, onion and tomato. Most of these crops,
especially potato, have been experiencing a cobweb cycle of

output and prices.

It is not easy to change cropping pattern in favour of
these crops since they are perennial, capital intensive, long
gestation, risky crops, and face the problems of 1lack of
marketing and processing. Our small experience with the
fruit and vegetable processing industry in Ludhiana revealed
that the units were run by the trading caste (Khatris) who
had come to Punjab as refugees from West Punjab. One of the
major problems faced by the industry was the seasonality of
raw material availability. They bad to procure the raw
material seasonally though they functioned perennially. And

these units were in no way linked to the rural sector.

What has to be realised 1is that changes in cropping
pattern should be encouraged in such a way that new crops
instead of replacing the traditional crops only complement
and supplement them, because the purpose of the exercise of
diversification is not to change cropping pattern for its own
sake but to provide more viable farm and non-farm jobs to the

rural community.
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Research I[ssues
This study, as mentioned earlier, has its own
limitations. But the findings of the study certainly suggest

some important research issues.

This study concerns only two districts and three
industries and has limited relevance in terms of coverage and
scope. It would certainly be desirable to study other
districts and other processing industries to test what this

study has observed.

Ve have looked at the markets of primary and secondary
processing industries and suggested some new industries which
can be promoted. But in the case of new industries, the
market is one of the very crucial determinants of their
viability. The question of market pertains to whether they
should cater to local, national or international markets.
Once the market issue comes in, the question of technology
becomes very cruciai: since at svery level of market, the
products have different levels of technology. Should
technology be indigenous or imported? Should it be
labour-saving or labour-augmenting? At what scale -small,
medium or large - should these activities be organised?
Perhaps an analysis of relative efficiency at the firm levsl
will throw more light on these aspects. These gquestions will

need cerious razsearch at the firm level; and these results
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will have to bu fitted into a macro strategy.

Qur study has observed the absence of subcontracting in
food processing sector wunlike the other industries in the
State. The question that requires further research and
investigation is why there is lack of this phenomenon in this
industry which 1is so prevalent in other activities; and what
is the potential for such ancillarisation of pro;uction.
ospecially in secondary processing sector because marketing
and advertising which are so crucial in food industry are
prohibitive to the small units in terms of their cost. Thus,
there is need to look into the potential areas for such tie-
up with the large wunits. This phenomenon of procuring
products from the small and household units has besen observed

in hotel industry in some parxs of the country.

Recently, agro-climatic zonal planning has assumed
desirable significance and the Planning Commission has
demarcated the country into 15 agro-climatic zones for
purponses of more relevant and effective planning on the basis
of economic base of the reg:.on, especially in agriculture,
In this context, a very important gquestion to be dealt with
is: How to promote linkage of agro and food processing
industries with the crop and allied sectors of particular
regions in which they specialise or tend to specialise? The

"locations and capacitis  of processing plants will have to be
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linked with the resource base and demand patterns of these
" regions. Thus, speciric studies of agro-processing sector

for each agro-climatic region need to be conducted.

Since the development of processing sector is not in
isolation, its linkage with the agricultural, rural and urban
economies demand attention. Not only has this sector to be

more productive than agriculture, but also it has to sustain

the farming and non-farming households by providing them
with supplemesntary incomes. But should we not avoid
creating dead-end low productivity jobs? In spacific

conditions, for example in Punjab it is not creation of jobs
which is important but the nature of jobs. They have to
cater to the needs and skills of the people who need thea.
Thus, the nature of non-farm activities can not be same in
all the situations. What can be the scope for part-time

off-farm or on-farm jobs in a State like Punjab ?

The location of processing activities is another
unsettled question. No doubt the purpose of agro-industrial
development is to help the rural econonmy, but is it
necessary that the activities have to be located in rural
areas only? Is it due to mere market pull that non-farm
activities are located in wurban areas or is it because of
better infrastructure? In fact, the Punjab model of

development points to the role of market towns - "Mandis®- in
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rural non-farm development, Can we not treat these market
towns as "Non-Farm Growth Centres” for the purpose of

development of this sector?

Further, if the processing sector has to help sustain
the farm sector and mobilise investible agricultural
surpluses in the post-Green Revolution period 1in regions
like Punjab, the form of organisation of this sector assumes
significance. The rich farmers of Punjab are increasingly

engaging in such lines of investment which in terms of their

capital requirements, production levels and returns to
investment are in sharp contrast to the non-farm activities
of the poor. Thus, the non-farm sector has a crucial role
to play in the internal differentiation of the peasantry,
though this still remains a seriously under- researched
area. There are choices to be made among various types
available, for exampls, farmers' co-operatives,

partnerships, joint sector etc. What can one learn from the
Gujarat and Punjab experiences in dairying and what are the
chances to replicate the same in other processing activities?
Can these forms of organisation help raise the primary

producer's share in the consumer's rupee?

Though co-operatives seem to be a more desirable form of
organisation in general, still! the studies of their relative

efficiency and economics 1in comparison to other modes of
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organisation need to be conducted, keeping in view the
scarcity of capital resources. Co-operatives may be desirable
in one sector of processing while not in others. Thus,
specific studies of various sectors within the processing

sector are absolutsely necessary.

This study has pointed to the significance of government
incentives in agro-industrial development. In thii regard,
questions like how to finance these projects, and whether
they should be given capital subsidy or labour subsidy,

remain very crucial and need further research.

The data base for the small scale and wunorganised
sectors of food and agro-processing is very weak. There is
need to conduct many more sub-sector [evel survey studies and
case studies in order to generate sufficient information on
these sectors and understand the problems of the same. For
example, in the context of rscent policy changes, it is
important to know what will be or what has been the impact of

these policies on the small scale sector? The study of this

impact on food processing in the small sector is particularly
important because it is a potential area for employment
gensration and can sustain the rural sector. Also, it is the
activity where some multinational corporations have been

allowed to invest in recently.
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There are a host of other issues in this vast domain of
agro-industrial development, but here only those areas of
future resesarch have been outlined which emerge directly or

indirectly from the study.
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A,

~

n

19.

11.

D ——

District: Block: e
Town/Village: Rural/Urban:

Background and Drganisation:

Name of the company!:

Address of factory:

Whether registered: Yas / No

1f yes, with whom : DGTD/DCSSI/DI/DIC/SISI/NSIC/PAIC
Address of registered office:

Type of ownership: Public Ltd./Pvt.Ltd./Co-

Op/Partnership/Proprietory
If partnership, names

and previous occupations
of all partners H

~

Category of the wunit: Large/Medium/Small/Ancillary

Whether registered under
the Factories Act also : Yes / No

Year of establishment

Products/By-products
manufactured by the firm:

Nature of operation : Seasonal / Perennial
Number of persons : Total staff :
employed Workers:
Full-Time:

Part-Time:

Hired workers:
Permanent:
Casual/Contract:

Paid family workers:
Unpaid family workers:

Skilled: Permanent / Casual
Unskilled:

Clerical/Supervisory:
Managerial/Executive:
Self-Employed/working

Owner/Partner H
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Background of workers: (one by one)

12,
Name Place of Previous Qualifications
Residence Occupation Experience
garlisr now own father's
13. Capital Invested: Initial Now
Fixed (Plant & Machinery):
{Land & Building):
Working Capital
per Day/Month/Year:
14. No. of shifts in a day
normaily worked :
15. Duration of the shift (hours}: ~
16. No. of days worked during last year:
B. Production Structure and Markets:
1. Capacity, Production and Sales:
Year Product Capacity Production Sales Stock
Q v Q v Q v @Q L/
2. Leavetlt of Capacity Utilisation (C U) (%) :
3. Factors responsible for low C. U, :
Nature of Production/
Supply Conditions/
Demand Conditions/
Organisation/
Govt.Policy/Labour
Problems/0Other factors
4, Main sources of energy:
Manual/Electricity/Coal
/0il/Gas/Firewood
5. Various processes carried
out by the factory:
Cleaning/Processing/Grading
/Storage/Canning/Drying/
Packaging/ Manufacturing
6. What is the source of your technical knowhow?
7. Value of imported machinery and components, if any

and proportion to the total:
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19.

11,

-
3%}

13.

14,

15,

C:

1.

-
Lo

3.

Froportion of imported raw materials in the total, if
any:

Source of purchase of raw materials: Govt./ Co-op. Soc.’/
Vholesale Market/
Producer/ Processor/
Retail Market

How long can your product/s be stored without serious

loss of value?

To whom do you sell your output? Large manufacturer/
Govt. /VWholesale
mkt./Retail mkt.

Where do you sell your output? Local mkt./District
mkt./ State level
/Country/Abroad
How do you decide on prices? Bargaining/Negotiation/
Unilateral

Is the demand steady during the year? Yes / No

If no, specify peaks and slacks :

Froportion of exports, if any, in total sales:
and, destination of exports:

Subcontracting

Leval of Subcontracting in (%):
Subcontracting Out (%):

How many large firms do you work for?

Distribution of your output among various buyers (%)

Ist largest 2nd largest 3rd largest Open Mkt. Export

4,

s,
6.

7.

How do you get the order from the major clients?

Tenders/ Quotations~/
Sales agent/

Negotiations/ Any other
way

Frequency of orders from major clients:
Frequency of supply to the client:

Gap between supply of order and the receipt of payment:
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8, Do you get any assi tance from the major buyer? Yes / No

If yos, whether it is a) Supply of inputs
b) Working capital
c) Technical knowhow

d) Sharing of
rejection costs
e} Any other

9. What is your opinion about the major buyer in terms of
good o k bad
al) No., of rejections
b} Supply of inputs
c) Financial assistance

D. Entrepreneurship

1. Whose idea was it to start the enterprise?

a) Owner/Respondent b) Father of the owner
c) Relative/Friend d) Govt. agency

e) Bank f) Large manufacturer
g) Any other .

2. What was the original occupation of the owner?

3. What was the occupation of the owner's father?

4, What is the owner's a) religion
b) caste
c) sub - caste

&, How was thse initial capi:al raised 7

a) Own funds { Agricultural/ Non-agril.)
b) Inherited capital
c) Government d) Bank
@) Relative/ Friends
f) Open market g) Any other
6. |f agricultural funds, whether: Past savings/

Sale of land/ Loans from
relatives

7. Why did you choose this particular type of industry?
a) Relatively more profitable
bl Pre-existing skill
c) Because of parent unit
d) Agriculture-related industry
¢) Easy to start/ Less investment
f} Any other reason
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E. Links with Agriculture, Trade and Industry

1. Do you have any direct links with the farming sector?
a) Purchase of raw materials
b) Supply of finished product
c) Use of labour
d) Source of funds

™~

Ar® you or any other member of your family/group engaged
in foodgrains/agricultura!l trads? Yes / No
If yes, spocify

3. Any other firm/industry owned by the owner/group?
If yes, specify ~

4., Do you also own any a) Cold store
b) Wholesale distribution centre
c) Retail shop

5. Where does your lakour come from?
a) Surrounding villages b) Within the same town
c) Nearby industrial town d) Outside the state

6. Are you/your industry promoting other industries/
activities in the area? Yes / No
1f yes, specify

F. Location of the Industry

i. Does this place enjoy any special facilities like
3) Industrially backward area b) Industrial estate
¢) Rural industry preoject area

[}

Have you chosen this place because of

a) its proximity to the markset b) its proximity to the
raw materials ¢) availability of infrastructure

d) cheap labour e) family background f) govt,

incentives ¢g) low land cost h) industrial climate

i) any other reason

3. Have you received any kind of assistance from the govt,?
a) marketing b) technical

c) input supply d) tax relief (sales’/ excise)
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4.

S.

38}

Do you have any problems regarding

a) raw material supply b power

c) skillsed labour d) funds

@) technical facilitises f) marketing

g) labour availability h} labour strikes

Have you obtained any assistance from the newly set up
SIDBI?

Opinions

What are the factors hindering the farmers from investing
in food processing industry?

Do you think agriculture is still profitable in™ Punjab
given the prevailing cropping pattern?
a) only to large farmers b) to all farmers
c}) to nonse

What is your opinion about Pepsico's

a) entry in Punjab b) contract with the farmers
c) location of the plants

d) impact on the small scale food processors/ yourself
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