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Abstract 
Among the northern Indian states Punjab topped the per capita income rankings with in the country for so many years but after 2000 its position fell consistently. At present Punjab economy is characterized by slow growth, social challenges and environmental degradation. During 2022-23 the maximum share in Gross state Domestic Product of Punjab is contributed by the services sector, followed by agricultural sector, industrial sector.) In Punjab during 2013-14 to 2022-23 the services sector recorded the maximum growth rate (5.8 per cent) followed by agricultural sector (5.5 per cent). The minimum growth rate (2.2 per cent) is achieved by the industrial sector which is a matter of concern. To achieve higher economic growth rate it is essential that adequate investment should be done in the industrial sector on the regular basis. Diversification is necessary in the agricultural sector. Fiscal discipline and the availability of adequate modern infrastructure is the pre condition to redirect the Punjab economy on the track of higher economic growth rate.
Key Words: Gross State Domestic Product, Net State Domestic Product, Unemployment Rate, Challenges to Punjab Economy, Growth Rate
Introduction
The use of new agricultural strategy in the sixties, the national efforts to achieve food security the food procurement system, the policy of minimum support price which resulted Green Revolution. The Green Revolution led to the growth of per capita income, reduction of poverty and development of human capital in the state. Among the northern Indian states Punjab topped the per capita income rankings with in the country for so many years but after 2000 its position fell consistently. At present Punjab economy is characterized by slow growth, social challenges and environmental degradation. There are so many causes responsible for the slow economic growth of Punjab economy. Punjab’s position on the border with Pakistan constrained the industrial investment, high non development expenditure and deficiency of modern infrastructure are the major causes responsible for its slow growth.
Major Characteristics of Population in Punjab
As per Census Population Projections for 2022-23 the total population of Punjab is 30.7 million.
Punjab consists 2.2 per cent of India’s population. The population growth rate is 0.6 per cent and the population density is 602. The sex ratio at birth is 904. The urban population is 42 per cent and rural population is 58 per cent.
Share of Different Sectors in Total Employment in Punjab 
The share of different sectors in total employment in Punjab is given in the following table.
Table 1: Share of Sectors in Total Employment in Punjab
	Sector
	Percent Employed

	Services
	41.1

	Agriculture and Allied
	24.6

	Manufacturing
	17.8

	Construction
	15.6


         Source: https://www.pib.gov.in, https://www.niti.gov.in
Although Punjab is known as an agricultural state but maximum employment (41.1 per cent) is provided by the services sector during 2022-23 by agricultural and allied sector (24.6 per cent), manufacturing sector (17.8 per cent) and the least employment is provided by the construction sector (15.6 per cent). Unemployment rate in Punjab is 6.1 per cent in 2022-23, it’s above the national average 3.2 per cent.
Share of Sectors in Gross State Domestic Product (GSDP) in Punjab
The share of different sectors in total employment in Punjab during 2022-23 is given in the following table.
Table 2: Share of Sectors in GSDP of Punjab during 2022-23
	Sector
	Share in GSDP (in per cent)

	Services
	45.3

	Agriculture
	27.8

	Industry
	26.9

	Total
	100


         Source: https://www.pib.gov.in, https://www.niti.gov.in
The above table shows that during 2022-23 the maximum share (45.3 per cent) in Gross state Domestic Product of Punjab is contributed by the services sector, followed by agricultural sector (27.8 per cent), industrial sector (26.9 per cent).
Growth Rate of Different Sectors in Punjab
The following table shows the share of different sectors in total employment in Punjab during 2022-23.
Table 3: Growth Rate of Different Sectors in Punjab (2013-14 to 2022-23)
	Sector
	Share in Percent

	Services
	5.8

	Agriculture
	5.5

	Manufacturing
	2.1


         Source: https://www.pib.gov.in, https://www.niti.gov.in
The above table shows that the services sector recorded the maximum growth rate (5.8 per cent) in Punjab during 2013-14 to 2022-23, followed by agricultural sector (5.5 per cent). The minimum growth rate (2.2 per cent) is achieved by the industrial sector which is a matter of concern.

Rank of Punjab in NSDP Per Capita
Punjab’s real GSDP grown at an average rate of 5.0 per cent from 2012-13 to 2021-22 It is lower than national average of 5.6 per cent. State’s share in India’s nominal GDP was 3.7 per cent in 1990-91 which declined to 2.6 per cent in 2021-22. The following table shows the rank of Punjab in Net State Domestic Product (NSDP) during different years.
Table 4: Rank of Punjab in NSDP Per Capita at Current Prices during Different Years
	Year
	Rank of Punjab

	2000
	6th

	2021-22
	10th

	2023-24
	19th


         Source: https://www.pib.gov.in, https://www.niti.gov.in
The above table shows that rank of Punjab in NSDP Per Capita at current prices in 2000 was 6th among different states and union territories in India. It fell to 10th in 2021-22 and further fell to 19th in 2023-24. 
Challenges to Punjab Economy
1. Fiscal Stress High Debt Burden
The outstanding debt reached Rs 4.17 lakh crores in Punjab, which is 46.8 per cent of the projected GSDP for 2025-26  The state government struggles with a widening fiscal deficit and growing debt burden. High expenditure on subsidies (especially for power and agriculture) limits investment in infrastructure and education.
2. High Non-Developmental Expenditure
In Punjab 41 per cent of state revenue is spent on debt servicing, 57 per cent on salaries, pensions and subsidies, leaving limited room for development spending
3. Stagnation of Agriculture and Farmer Indebtedness
 Over reliance on the traditional wheat paddy crop cycle – led to environmental degradation and limits diversification Rising input costs, stagnant output prices, and small landholdings contribute to mounting farmer debt and financial stress. Many farmers lack access to alternative livelihoods or modern technology. Overexploitation of groundwater for irrigation—particularly for rice—has caused alarming declines in the water table. Unsustainable agricultural practices threaten long-term environmental and economic stability.
4. Industrial Stagnation
Industrial development in Punjab has slowed due to inadequate infrastructure, high land costs, power costs, and stiff competition from other states. Many traditional small and medium enterprises (like textiles, bicycles, and hosiery) face modernization challenges. The state has not effectively transitioned into high-value manufacturing or technology industries. Lack of innovation and research facilities hampers competitiveness.
5. Unemployment
Rising youth unemployment is a significant issue. The  high unemployment rate drives skilled and unskilled workers to migrate to other states or abroad. This outflow of talent reduces human capital available for local economic growth.
6. Investment Deficiency 
Bureaucratic hurdles and policy uncertainty deter private and foreign investment.
7.  Deficiency of Modern Infrastructure 
Modern infrastructure is not adequately available. In order to get the returns from social and economic overhead capital the availability of modern infrastructure is necessary.
8. Environmental Degradation 
The environment degradation is another challenge to Punjab economy. Soil degradation, pollution, and declining biodiversity pose serious long-term risks to the state’s agrarian base and human health.
9. Social Challenges 
Widespread drug addiction is a major social challenge to the Punjab economy. It lower the productivity and efficiency of human capital.
Conclusion
Punjab economy is facing some major challenges in the recent time. It is necessary to overcome from these challenges in order to achieve higher economic growth rate. To achieve higher economic growth rate it is essential that adequate investment should be done in the industrial sector on the regular basis. Diversification is necessary in the agricultural sector. Fiscal discipline and the availability of adequate modern infrastructure is the pre condition to redirect the Punjab economy on the track of higher economic growth rate.
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