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Ch. – 2 – Lecture Notes  

Class – X - Economics 

“Sectors of The Indian Economy” 
 

Economic activities are divided into three parts: 

1. Primary Sector: 

➢ When we produce a good by exploiting natural resources, it is called primary sector. 

➢ It makes the base of all products that we subsequent make. 

➢ Agriculture, dairy, fishing, forestry come under this sector 

➢ This sector is also known as Agriculture and related sector. 

 

2. Secondary Sector: 

➢ The secondary sector covers activities in which natural products are changed into other forms 

through ways of manufacturing that we associate with industrial activity. It is the next step after 

the primary. 

➢ Secondary sector gradually becomes associated with the different kinds of industries that came 

up, it is called as industrial sector. 
 

3. Tertiary Sector: 

➢ These are activities that help in the development of the primary and the secondary sector. 

➢ Transport, storage, communication, banking, trade are some examples of the tertiary sector. 

Since these activities generate services rather than goods, the tertiary sector is also called the 

service sector. 
 

COMPARING THE THREE SECTORS: 

➢ The various production activities in the primary, secondary and tertiary sectors 

produce a very large number of goods and services.  

➢ Also, the three sectors have a large number of people working in them to produce 

these goods and services. 

➢ Not every good that is produced and sold also needs to be counted. It makes sense only to include 

final goods and services. 

➢ The value of final goods already includes the value of intermediate goods. Intermediate goods 

are used in making final goods. Like wheat is an intermediate good in making biscuits. 

➢ The value of final goods and services produced in each sector during a particular year provides 

the total production of the sector for that year. 

➢ The sum of production in the three sectors gives what is called Gross Domestic 

Product (GDP) of the country. 
 

• Gross Domestic Product (GDP):  

➢ It is the value of all final goods and services produced within a country during a particular year. 

GDP shows how big the economy is. 

• Historical Change in Sectors 

➢ As the methods of farming changed and agriculture sector began to prosper, it produced much 

more food than before. 

➢ There were increasing number of craft persons and traders. 

➢ Over a long time (more than hundred years), and especially because new methods of 

manufacturing were introduced, factories came up and started expanding. 

➢ Secondary sector gradually became the most important in total production and employment. 

➢ In the past 100 years, there has been a further shift from secondary to tertiary sector in developed 

countries.  

➢ The service sector has become the most important in terms of total production. 
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PRIMARY, SECONDARY AND TERTIARY SECTORS IN INDIA: 

➢ Over the forty years between 1971-72 and 2011-12, while production in all the three sectors has 
increased, it has increased the most in the tertiary sector 

➢ As a result, in the year 2011-12 the tertiary sector has emerged as the largest producing 

sector in India replacing the primary sector. 
➢ There could be several reasons why tertiary sector is becoming so important in India. 

(i)  First, in any country several services such as hospitals, educational institutions, post and 
telegraph services etc. are required. These can be considered as basic services. In a 
developing country, the government has to take responsibility for the provision of these 
services. 

(ii)  Second, the development of agriculture and industry leads to the development of services 
such as transport, trade, storage and the like, as we have already seen. 

(iii) Third, as income levels rise, certain sections of people start demanding many more services 
like eating out, tourism, shopping, private hospital, private school. 

(iv)  Fourth, over the past decade or so, certain new services such as those based on information 
and communication technology have become important and essential. 

➢ A remarkable fact about India is that while there has been a change in the share of the three 
sectors in GDP, a similar shift has not taken place in employment. 

➢ The primary sector continues to be the largest employer even now. 
➢ More than half of the workers in the country are working in the country are working in the 

primary sector, mainly in agriculture, producing only a quarter of the GDP. 
➢ The secondary and tertiary sectors produce three-fourth of the produce 

whereas they employ less than half the people. 

➢ It means that there are more people in agriculture than is necessary. So, even if 
you move a few people out, production will not be affected. In other words, 
workers in the agricultural sector are under-employed. 

➢ The underemployment is hidden in contrast to someone who does not have a job and is clearly 
visible as unemployed. Hence, it is also called disguised unemployment. 

➢ We see other people of the service sector on the street pushing a cart or selling something where 
they may spend the whole day but earn very little. 

➢ They are doing this work because they do not have better opportunities. 
 

• Why is the tertiary sector gaining importance in India? 

➢ Basic Services: Such as hospitals, deviational institution post and telegraph services, ports, 
police stations, insurance companies are now considered essential and government is making 
additional provisions to provide these services. 

➢ Development: Primary and secondary sectors depend upon the development in certain services 
such as transport, trade, finance, storage etc. which is provided by tertiary sector. 

➢ Income Level: As income level rises, people start demanding more services such a private 
hospital, tourism, slopping. private school etc. 

➢ Information and Technology: this field has become an important and essential part of 
development. The service sector on one hand employees educated and skilled labour on the other 
hand there are a large number of people who provide services but are not able to earn a living 
such as shopkeepers, repair persons etc. 

 

• Why is there a large number of people still employed in the primary sector? 

➢ In secondary sector production becomes 9 times but employment become only 3 time.  
➢ In tertiary sector production went up 14 times but employment went up only 5 percent. 
➢ More than half of the workers in the country are working in the country are working in the 

primary sector, mainly in agriculture, producing only a quarter of the GDP.  
➢ The secondary and tertiary sectors produce three-fourth of the produce whereas they employ less 

than half the people. 
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How to create more employment? 

➢ Following things can be done to increase employment: 

(i) By providing cheap agriculture credits to farmers for improving farming. 

(ii) Identify, promote and locate industries and a large number of people may be employed. 

(iii) A study conducted by the Planning Commission estimates that nearly 20 lakh jobs can be 

created in the education sector alone. 

(iv) Every state or region has the potential for increasing the income and employment for people 

in that area. 

(v) The same study by the Planning Commission says that if tourism as a sector is improved, 

every year we can give additional employment to more than 5 lakh people. 

➢ Recognizing this central government made a law right to work in about 625 districts of India –

Mahatma Gandhi national rural employment guarantee act (2005) 

 

Mahatma Gandhi national rural employment guarantee act (2005) 

➢ All those who are able to, and are in need of, work in rural areas are guaranteed 100 days of 

employment in a year by the government. 

➢ If the government fails in its duty to provide employment, it will give unemployment 

allowances to the people. 

 

DIVISION OF SECTORS AS ORGANISED AND UNORGANISED: 

• Organized sector:  

➢ Covers those enterprises or places of work where the terms of employment are regular and 

therefore, people have assured work. 

➢ It is called organized because it has some formal processes and procedures. 

 

• Unorganized sector: 

➢ It is characterized by small and scattered units which are largely outside the control of the 

government. 

➢ Jobs here are low-paid and often not regular. Employment is not secure. 

➢ This sector includes a large number of people who are employed on their own doing small 

jobs such as selling on the street or doing repair work. 

 

Who are the vulnerable people needing protection? 

➢ Since the 1990s, it is also common to see a large number of workers losing their jobs in the 

organized sector. 

➢ In the rural areas, the unorganized sector mostly comprises of landless agriculture labourer, small 

and marginal farmers, sharecroppers and artisans.  

➢ These farmers need to be supported through adequate facility for timely delivery of seeds, 

agricultural inputs, credit, storage facilities and marketing outlets. 

➢ Nearly 80% of rural households in India are in small and marginal farmer category. 

➢ In the urban areas, unorganized sector comprises mainly of workers in the small-scale industry, 

casual workers in the construction, trade and transport etc., and those who work as street vendors, 

head load workers, garment makers, rag pickers etc. 

➢ Small-scale industry also needs government’s support for procuring raw material and 

marketing of output. 
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SECTORS IN TERMS OF OWNERSHIP: PUBLIC AND PRIVATE SECTORS: 

• Public Sector:  

➢ The government own most of the assets and provide all services. 

➢ The purpose of the public sector is not just to earn profits. 

➢ Governments raise money through taxes and other ways to meet expenses on the services 

rendered by it. 

➢ There are several things needed by the society as a whole but which the private sector will not 

provide at a reasonable cost. 

➢ Collecting the money from thousands of people who use these facilities is not easy. 

➢ Even if they provide these things, they would charge a high rate for them. 

➢ Thus, governments have to undertake such heavy spending and ensure that these facilities are 

available for everyone. 

 

• Private Sector 

➢ Ownership of assets and delivery of services is in the hands of private individuals or companies. 

➢ Activities in the private sector are guided by the motive to earn profits. 

➢ The private sector may not continue their production or business unless government ensures it. 

➢ The government has to bear part of the cost. 

 

Modern day government needs to provide many facilities.  

➢ There are a large number of activities which are the primary responsibility of the government.  

➢ The government must spend on these.  

➢ Providing health and education facilities for all is one example.  

➢ The government also needs to pay attention to aspects of human development.  

➢ It is also the duty of the government to take care of the poorest and most ignored regions of the 

country through increased spending in such areas. 


