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Chapter Overview: 

 

This chapter deals with 

 Sectoral Classification of economic activities – Primary, secondary and tertiary 

sector, organised & unorganised sector etc. 

 Fundamental concept of GDP 

 Problems caused due to change in the roles of sector – from primary to service 

sector 

 
Note: This summary should be supplemented with basic reading of NCERT. 

 

 

CHAPTER 2– SECTORS OF THE INDIAN ECONOMY 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 Sectors of economic activities 
 

What is sector? 

 

People are engaged in various economic activities like production of goods & services, trading, 

transportation etc. These activities are grouped under different heads based on common features or 

other important criteria and those groups are known as sectors. 

 

India’s economic activities classification 

On the basis of economic activities On the basis of work conditions On the basis of ownership 

Primary 

Sector 

Secondary 

Sector 

Tertiary 

Sector 

Organised 

sector 

Unorganised 

sector 

Public 

Sector 

Private 

sector 

 

 

 

Relevance rating: 3.5/5 

 Civil Service syllabus: Indian Economy and issues relating to planning, mobilization 

of resources, growth, development and employment. 

 This chapter gives basic idea of some of the very important concepts like GDP, 

sectoral classification etc. which is very useful for understanding overall Indian 

economy. 

 Various facts and figures like GDP contribution, employment in different sectors are 

very handy to use in mains answer writing.  

mailto:dashovidya.upsc@gmail.com


DashoVidya  IAS – NCERT Summary 
                          (Understanding Economic Development - Class 10th) 
             

DashoVidya IAS, email id: dashovidya.upsc@gmail.com; Telegram: https://t.me/DashoVidyaIAS 2 
Contact no - 8595852855  

 

Table 1: Classification of Sectors based on economic activities 
 

 

1.Primary sector (Agriculture 

and related sector): 

 

 When goods are produced by 

exploiting natural resources.  

 It forms the base for all other 

products that are 

subsequently made. 

 Most of the natural products 

that we get are from 

agriculture, dairy, fishing, 

forestry. Hence, this sector is 

also called as Agriculture 

and related sector. 

 E.g. – Cotton, milk, minerals 

and ores etc. 

 

 

2.Secondary sector (Industrial 

sector):  

 

 When natural products are 

changed into other forms 

through ways of 

manufacturing. 

 This sector is associated with 

different kinds of industries, 

therefore, known as Industrial 

sector. 

 E.g. – Manufacturing of sugar 

using natural raw material 

sugarcane, clothes are 

manufactured from natural 

raw material cotton etc. 

 

 

3.Tertiary sector (Service 

sector): 

 

 When activities are performed 

to support primary and 

secondary activities. 

 These activities do not 

produce a good but they are an 

aid or a support for the 

production process. 

 These activities generate 

services rather than goods, 

therefore, known as service 

sector. 

 E.g. – Transport, storage, 

communication, banking, 

trade etc. 

 

 

(Note: Economic activities, though, are grouped together into three different categories, are highly 

interdependent. 

E.g. – Sugar mill, a secondary sector economic activity, is highly dependent on Sugarcane which is 

associated with primary sector.) 

 

 Comparing the three sectors 
 

In an economy, each sector contributes to the production of goods and services and in providing 

employment. There could be one or more sectors which are dominant in terms of total production 

and employment, while other sectors can be relatively small. 

 

How do we count the various goods and services and know the total production in each sector? 

 

Counting the production of goods and services from each sector is an enormous task and therefore 

value of goods and services are used rather than adding up the actual numbers. 

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 and the sum of production in the three sectors gives Gross 

Domestic Product (GDP) of a country. 

GDP is the total value of all final goods and services produced within a country during a particular 

year. 
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A pertinent question may arise in the minds of the aspirant; why are only final goods and services 

counted? 

Intermediate goods are used up in producing final goods and services. The value of final goods 

already includes the value of all the intermediate goods that are used in making the final good. E.g. 

- The value of biscuit (final goods) includes the value of flour and wheat (intermediate goods). 

Therefore, considering their value separately will not be correct because if we do that we would be 

counting the value of the same things a number of times. 

Historical change in sectors 

General pattern of change in the importance of sectors in terms of production and employment  

  

 

 

 

 

 

 

 Primary, Secondary and Tertiary sectors in India 
 

Rising importance of the tertiary sector in production 

 
(Graph1: GDP by primary, secondary and Tertiary sec.) 

1. Primary sector

•At the initial 
stage of 
development, 
primary sector 
was the most 
important sector 
of economic 
activity as most 
of the good 
produced were 
natural products 
and most people 
were employed 
in this sector.

2. Secondary sector

•Later, because 
of the new 
methods of the 
manufacturing, 
factories came 
up and started 
expanding. 
Hence over a 
time, a shift had 
taken place and 
this sector 
became 
important.

3. Tertiary sector

•There had been 
a further shift 
from secondary 
to tertiary 
sector. This 
secor has 
become the 
most important 
in terms of total 
production and 
employment.

From the analysis of graph 1, it 

can be inferred: 

 

Over the forty years between 

1973-74 and 2013-14, while 

production in all the three sectors 

has increased, it has increased the 

most in the tertiary sector. 

As a result, in the year 2013-14, 

the tertiary sector has emerged as 

the largest producing sector in 

India replacing the primary 

sector.
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Why is the tertiary sector becoming so important in India? 

We have seen above that generally a gradual shift from primary to secondary and then to tertiary is 

observed but in case of India a direct shift from primary to tertiary is observed and the tertiary sector 

has become the most important sector. There could be several reasons: 

1. In a developing country like India, Government has to take the responsibility for the provision 

of basic services like hospitals, educational institutions, post and telegraph, transport, banks 

etc. 

2. Greater the development of the primary and secondary sectors, more would be the demand for 

supporting services like transport, trade, storage etc. 

3. With the rise in income level and urbanisation, demand for services like tourism, private 

schools, restaurants etc. also increases. 

4. Over the past three decades, Information and Communication services have rapidly increased. 

(Note: In service sector too, not all the services have grown equally rather a part of this sector is 

growing in importance.) 

Where are most of the people employed? 

It is important to note 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 (Refer below table 2). Primary sector continues to be 

the largest employer even now. This happened because enough jobs were not created in secondary in 

tertiary sectors 

(Note: Even if we consider the recent data, numbers have changed but still the order is same)  

Table 2 Contribution of sectors in GDP (%) appx Contribution of sectors in employment (%) 

Primary Secondary Tertiary Primary Secondary Tertiary 

1973-74 40 12 48 71 11 18 

2013-14 14 18 68 44 25 31 

 

Implications: 

Disguised unemployment – There are more number of people engaged in primary sector, mainly in, 

agriculture than required. In other words, workers in agricultural sector are underemployed where 

people are apparently working but all of them are made to work less than their potential. 

It also means if we remove a lot of people from agricultural sector, agricultural production will not 

suffer. 

(Note: The phenomena of underemployment can also happen in other sectors.) 
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How to create more employment? 

Long term measures Short term measures 

 Direct expenditure by government in rural 

infrastructure like irrigation facilities, rural 

roads etc. – It will improve the agricultural 

production. This will help in reduction of 

underemployment. Also, it will help in 

generation of employment in service sector. 

 Provision of loans to the farmers – If loans 

are provided at reasonable rate to the farmers, 

they will be able to buy the necessary inputs 

like seeds, fertilisers etc. This would save their 

cost on the inputs and they will be able to invest 

more in production of crops. More people 

would be needed to employ to increase 

production. 

 Identification and promotion of local 

industries in semi-rural areas – large number 

of people can be employed.  

E.g. - setting up of mill to process rice, dal etc., 

Honey collection centres, food processing 

industries etc. 

 Development of social infrastructure like 

school, hospitals etc. – Large scale 

employment will be generated in building 

infrastructure. 

 Promotion of tourism, regional crafts 

industry or new services like IT. 

  

 Short term measures like providing 

employment schemes by government in 

which people can be employed for a temporary 

period of time. 

e.g. - MGNREGA 2005, Food for Work 

programme etc. 

 

 

  

 Division of sectors as organised and unorganised (on the basis of work conditions) 
  

Organised Sector Unorganised sector 

Enterprises or places of work having following 

features: 

 Terms of employment are regular 

 Established formal processes and procedures 

 Registered by government and have to 

follow its rule and regulations such as 

Factories act, Minimum wages act, Gratuity 

act etc. 

Benefits enjoyed by workers: 

 Security of employment 

 Expected to work only a fixed no. of hours 

Enterprises or places of work having following 

features: 

 Small and scattered units 

 Largely outside the control of the 

government 

 Rules and regulations are not followed 

 Terms of employment are not regular 

 

Issues of working in unorganised sector: 

 Low paid and irregular & insecure jobs 

Mahatma Gandhi National Rural 

Employment Guarantee Act 2005 

(MGNREGA 2005) 

Important features: 

 Right based framework 

 Guaranteed 100 days 

employment by government 

 Unemployment allowance 

if government fails to 

provide employment. 
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 Paid leave, free medical benefits, provident 

fund, gratuity etc. 

 Pension after retirement 

 Safe working environment. 

 No provision for paid leave, medical 

benefits, provident fund, gratuity etc. 

 No provision for pension 

 Mostly working environment is not safe. 

 

How to protect workers in the unorganised sector? 

Employment opportunities in the organised sector have been expanding very slowly. Therefore, large 

number of workers are forced to enter the unorganised sector and they face various challenges as 

explained above like low wages, insecurity etc. 

 In rural areas, the unorganised sector workers mostly comprise of landless agricultural labourers, 

small and marginal farmers, sharecroppers, artisans etc. They need to be supported through 

facility for the timely delivery of seeds, credit, storage, marketing outlets etc. 

 In urban areas, the unorganised sector workers mostly comprise of workers in small sector 

industry, casual workers in construction, trade and transport, street vendors etc. They need support 

in the form of various incentives for small sector industry, provision of security for casual 

workers, various schemes directly benefitting them etc. 

 

 Sectors in terms of ownership 
 

 

 

 

 

 

 

 

 

Why do government spend on several things needed by the society such as construction of roads, 

railways etc.? 

Private sector will not be able to provide these services at a reasonable cost 

 Spending such large sum of money is beyond their capacity 

 Difficult to collect money from thousands of people for providing those services 

 Higher charges from consumers for their service if they manage to provide service 

Hence, Governments have to undertake such heavy spending and ensure that these facilities are 

available for everyone. 

Public Sector 

The government owns most of 

the assets and provides all the 

services. 

e.g. – Railway, post office etc. 

 

Objective – Profit and social 

welfare 

 

Private Sector 

Ownership of assets and 

delivery of services is in the 

hands of private individuals or 

companies. 

e.g. – RIL, TISCO etc. 

 

Objective – Earning profit 
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There are certain activities which need government support otherwise private sector may not be able to 

continue their production. E.g. – Government produce and supply electricity at rates which these 

industries can afford. 

Similarly, providing basic services like health, education etc. lies with the government and government 

must spend on these activities.  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. 

 

 

 

 

Key Takeaways:   

 Concept of GDP and contribution of various sectors to the GDP. 

 For the last 30 years, tertiary sector contribute most to the GDP, the majority of the 

employment remains in the primary sector. 

 There is a phenomena of underemployment in primary sector and mainly in agriculture 

which is also a case of disguised unemployment. 

 Unorganised sector employs more than 80 % of the work force but also offers various 

challenges which are unfavourable for the employees. 

 Provision of various services still lies with the public sector considering the inability of 

private sector and also to ensure providing services at reasonable cost to the common 

citizen. These cannot be left on the private sector. 
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