NOTES FOR THE TEACHER

CHAPTER 2: SECTORS OF THE INDIAN ECONOMY

An eeomomy b5 best understond whien we
study |ls compaients or seetors. Sectora)

clasuification can be dooe o' the hasts of

several eriterfa. [n this chapter, thnde
types of classificntions: are disoussed:
primnry/sccondary/ tertinry:  oranised/
vmerganisad: il publie/priviate. You eam
creie 3 discussion aboul these types by
luking cxamples familiar (o the studenis

und relate them (o their dudly lfe. T s

importnnt (o emphosise the chonging
roles of sectors. This can be highlighted
furthier by drawing attenton of the

sturdenis o the rapl) growth of service
seelor. While eluboraling the idens
provided i the elapler; the students miy
neod Lo he familiarised with o few

fundamental concepts such as GI‘ENF&'
Domestie: Product. Employment e Since

th:u-lmimumyﬁmllhhduﬂmﬂm
undersinnd. L s necessary (o explain o
thiem through exemplics.

and cxercises sre suddestod in the chapler
to help the Maundmﬁmﬂhw“
person’s actfvity ecounld l.h;! Tpleed —
whether In the primary. secondary or

tertiary. organlsed or unorganised, and
public or privile sector. You may

enconrge the sindents lo (atk o vorions
working people wround. them: (shiche as
‘shup owners, easual workers, vegstalile
-wﬂum ‘workshop mechanics, dimestic
wirrkirs el Lo know more abaut how ey
Tive e wiorke. Biisee] o stich rdfurrmivtion.
the students can bo cncournged to
develop their own classification of
ceonmmic ietiaes.

Anpther [mporiant ssie Lo be
{ is dboiit Ui culised
by ﬁndnmnmﬁ:mc roles of sectors:

The chopter has inken ihe example of

(134} el winl thie govermmend
can do to salve il The declining inporiance
.n[‘n,g;l.mlturtmlgmﬂﬁqg mmportanee of

Severul motivities’

and services =hould b rebided
o the experienve of e childron by taldng
more cxamples thal they may observe in
their doydo-day life. Information deriver)
from the medin coutd be used for this
prarpose. You iy encourag the studizts
to bring importanl cultings and stories
from newspapers, which ¢ould be

prominently displayed in storyboards, and
encournge the cluss (o discuss (hese

‘isstien; While discussing | the

sectar, the Rey lssue of prn‘l llu:

“workers engaged i the secibe 8

You tuiy nlundmnm'n;goum
mmmmmmmmms-
i e secior and gel o firs),

LT c::pn-hnu::- Et!n Hlli Ml sl
Bﬂl.ll"l':El for Inﬁ:-rmﬁnn

The GI}P dat used o this chapter

'pm.uuinglnamumﬂmdudm

Fartor Cost by Industry of Origin si
2011-12 prices s tiken from Real Time
Handbook of Staitstics on Indian Economy,

'Ithnrullmhhﬂmwufﬂm'mdnﬂm'
information mhungtuﬂwﬁﬂhnmy.

For evaluation porposes, pargiculady (o
dievelip the anaiviical abillty of leamers.
tachars cun refer o this ropoert through
the Intermnel to got data for different years.
Due o chang n methodology, latest dita
Is 1ot used in the chapter,

The ocmplovment figures ared hosed
ity dutn tnkens from e five-yearly surveys
on empin nt nnd unemploymeni
comehueted by Uie National Sample Suvey
Organlsatton (NSSO) now known as
Nutlennl Statistieal Office (NSO} NSO g
an’ organisstion order (e Ministy of

Sintistics and Progranme Implemenitation,
Govwrmment of Indiz. The website you com

hgmﬂnb.fdtp:fnmhﬁnqﬂwm
dulta 1s alsn mvnilable Fom olher sotees
sueh os Cersiis of Inidia.
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Lot us ook at these ploiures. You will find that prople are
rramend i various economibe activitles, Some of these am
aciivities producing goods, Some others are producing
services. These activities a happening ammund 11s every
mimite cven as we speak.  How do we understand these
activities? Ome way of doing this 1s to group them {classily
them) using some important eriterion. These grotips are also
callel seclons,




Primary
{(Agricuiture)

Een tor

E 21 J-@?\'

Wo beeh _-h!-mi‘““” ditferent
S

There are many activilles thal are
undertaken by directly using
nalural rescurces. Take, lor
exampie, e cultivation of cotlon I
lakes place within a crop seasor For
the growth of the cotlon planl. we
depend mainly, but not entirely,
on natural metors Uke rainlall,
sunshine and climate. The product
of this activity, colton, is a natural
product. Stmilardy, tn e case of @i
activity Hke datry, we sre depenident

um e blologleal process of

aprode gﬂ

produsss
mratufactimd
‘goods

thie animals and avatllability
of fodder ot The: product

hiere, milk, also ts a rigtaral
b product. Simitarly, minomls
and ores are also natural

i good by exploliing natural

E _ resouroes, 1t 1s aactivity of

ihe primary sector. Why
primary? This is bocause ji
forms 'the base Tor all

subsetuontly muke. Sinee
most ol the palursl

heipstogevaiobl nioducts we gel afe from
Gher Seions

‘agneuliure, datry. shing,

forestry, this seclor s also
called agriculture and related
sector

The secondary sector covers
acuvilies tn which natural products
are clianged into otbier formes hrough
witys of manufaciuring Lhat we
assoctate wilth indusirial acivity [tis
the next step aller primary, The
product ts not produced by patore
but bas o be miade and therefore
sorwe process of manulactoring s
esserilial This coild be i a Belory, @
workshop or al home. For example.
ustng colton Abre from Lhe plant, we

products. When we prodoce

other products that we

spin yam aud weave cloth, tsing
SUgETTane a5 a raw material, we make
SUEAT or gur. Wo conver! earth tilo
bricks and use bricks Lo make hoses
and bulldings. Sinee s seclor
gradually became assoctialed with the
differenl kinds of i usirles thal camse
up, Il s dlso called @s industrial seclon

Aller primary and secondary. there
1s a'third calegary of activities thal falls
undertertiary sector and 15 differont
from the above two. These are
aciivities that help inthe developmernd
of the primary and secondary seclors.
These activities. by themseives. do not
produce a good It they are an ald
or & suppeort far the production
process, For example, goods that are
produced in the primary or scoondary
sector wonld need Lo be transporied
by trucks srtmins and then sold o
wholesale and relall shops. At lmes,
1L may L necessany 1o store ese n
godowns, We also may need Lo Lalk (o
othiers over telephione or send letlers
(commuricalion) or bymow money
from banks (banking) lo help
production and trade. Transport,
slorage, cofmmunication, banking,
trade are some examples ol lerifiary
aclivitles. Sinee tHese activilles
geticrale serviees miher Lhan goods,
the lertdry sectior 1s also called thie

Service sector also thdludes some
esseElli seevices Lt may nol direcliy
help i1 the production of goods. For
exmmple. we reguire twachors. doctors,
and those who provide personal
seTvices such as washermen. barbers,
cobblers, awyers, and people (o do
adminisirative and accounting works.
In recend Hmes; cerigin new servioes
based on mformation technology such
as ntemet cale, ATM booths, call
ceniies, soflware compantes oic have
become important

I LinoersTanping Economic DevELopMmENT



TABLE 2.1 EXAMPLES OF ECONOMIC ACTIVITIES
EXAMPLE WHAT DOES THIS SHOW?

m\!ﬁtmmuhaﬁ:nﬂmﬁ This is an example of tha sacondary or
refisse. fl sugarcane 1o a particular Indusinial sactor beinl dapedident on
sugar mill. Tne mill will have to shut the primary

Imagine what would happen o cotton
cultivafion i1 companies decide not 1o
buy from ihe indian markel and mpaon
all cotton they nesd lrom oiher
coumries: indian colon cuivalion wil
become less profitable and the temers
may even 0o banknipl if ey cannot
quickly switch to ofher crops Cotlon
prices will fall

Farmers buy many goods such as
lractors, pumpsels;  sleclticily,
pesticides and ferfilisers. Imagine what d
would happen if the price of ferilsars
or pumpests go dp. Cost of cultivation
of 1 farmers will rse and thesr profiis
will be rediced

Pagple watking in industrial and service
sectors rigad lood. Imagine what wolld
happen it there is a sirike by
tanspirters and lrmes reluse o take
tzbies, milk. ato_ from rial aregs
mmﬂ becoms scalte in urban ateas
whineas lammess will be unable 1058
thedr products:

LETS WORK THESE OUT
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COMPARING THE THREE SECTORS

The vanous production activittes i the primary, secondary
and tertary seotors produce i very large mumber of goods
and services, Also, the tiroe seotors have 3 Lirge number of
preople workang i them to produce thiese goods andd services.
The next step, therefore, 1 1o sep how much goods and serviees
are produced and how many people work ineach seclor. In
an economy there could be ane or mare sectors which ane
dhemmitnant o Lerms of (olal production and employment, while
other seciors are relatively small tn st

How do we count the various goods and

services and know the total production in
each sector?

With so many thousands of goods and services produced,
yau might think this is an tmpossible task! Nol only would
the task be enormos, you gl also wonder how we can
add up ears ad computers and natls and farmtore. [ won't
make sense!!!

You are right n thinking so. To got around this problem,
eeomiomists spggest it the values of goods and services
shonid be used miher than adding up the actual umbers.
For example, i 10,000 kgs of whest 15 sold @l Rs 20 per ke
thie vabie of wheat will be Rs2 00,000, The value of 5000
coconutsat Rs 15 per coponul will be Rs 75,000, Stmilarly,
the value of goods and services n the three sectors sre
calenlated, and ten sdded up,

Hrmember; e s one precattion one has (o lake. Not
every goath (or service) that is produced and sold needs to be
counted. [t makes sense only o inciude the Mnal goods and
services. Take. [or instance. a Bimmer who sells wheat (o @
enar il for RS20 per ke The mill gttrrtlbtlmmlmlnuim
the fiour (0 @ bisenll company for 1 25 per kg The biseuil
compary uses the four and things sueh as sopar and ofl (o
ke funsr packets of biseuits, 1 sells bitscuits tn the market o
Ui consumiers for Bs 80 [Rs 20 per packet), Biseuils are the
sz goods, | e, goods Lhat reach the consumers,

Why are onty ‘final goods and services’ counted? In
contrast 1o final goods, poods sichas wheat and the wheat
Mo in this example & lermedlate goods. Infermediate
goods are used up in producing Ansd goods and services.
The value of inal goods already Includes the value of all
thie tntermmediate goods that are used in making the Nnat
sood, Henee, the value of Rs 80 for the bisentls {nal good)
atready includes the value of flour (Rs 25), Stntlarly. the
value of all other ntermediate gomds would have been
included. To count the value of the flour and wheat

I P I noensTanping Economic DevELopMENT
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separalely 1s therefore nol cormect
becattse then we would be counting
the value of the same things & mumber
of tmes, First as wheal, then as lour
and (inally as biscuiis,

The value of flnel 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 tn tw tiree sectors gves
what 15 called the Gross Domestic
Product [GDP) ol 4 country. 11 1s e
value of all el posds and services
procluced within a country during a
partienlar year. GDP sliows how big
the etonomy 1<

In India. he mammolll lask of
measuring GDP 15 undertanken bv a
central govermment minisiry. This
Minisiry, with the help of various
government deparimemts of all the
indian states and wmtom iemlodes.
collerts nformation relating (o total
sotume of goonds anid servives and thetr
prices and then estimates the GDI,

Historical Change in Sectors

Generally, 1L has been nited from the
tistories of many, now developed,
cournitries thal al iniial siages of
development, primary seclor was the
mosl impottant seclor of ecotiomic
aciivity.

As the methods of farming
clmriged sl agnicnlitire seclor began

lo prosper. I produced mcl more

foud (han before. Many people-could

Over 4 long tme (more Lthan
hundred years), amd especially
because pew  methods  of
manufaciuring were nlroduced,
factortes came up and slarted
expanding. Those people who had
earlier worked on farms now began
to work in factortes in larpe numbers.
They were foreed to do so s vou read
n hHistory chaplers. People began o
use many more goods that were
prxtuced m Eclories 4l cheap rales.
Secomdany seéclor gradually became
o mos! fmporiant o olsl production
and employmenl. Henee, over Ume, a
shitft had laken place. This means that
the mmportance of the sectors had
changed.

in the past 100 vears, there has
beon a further shifl ffom secondarny (o
tertiary sector in developed conntries.
The service sector has becomse Lhe mosi,
trportant @ terms of otal prodhiction.
Maost off the working people are also
employed 1n the service sector. This is.
the general pattern observed in
tlimvdlopes] cotnimies.

What s the ola) prodduction and
emplovinent i the three seclors in
Tercha? Over the yeans have there been
changes similar to the pdllern
aberrved for the developoed cotnties?
Wa: shall see in the next section.

dnes iha history of devpiopad countries indicaze
mipmmmwﬂm]fj mmm
2 Correct and amanpe the iImparment aspects for calculating

now take up other activiltes. There
waere lnereasing number of crafi-

persons and traders. Buying and Wﬁ'ﬂﬂrﬂﬁm

selling aviivities inereased many Hnes. we and e nurbers thi
Hestides. there were also (ransportors, mnnrgnmnm
admimstrators, army etc. Howover, al out anything
this stage. ost of the goods produced maﬂmdmﬂmmm

wiere mlural products from Lhe
primeTy sectorand most people were
also employed tn this seclor.

Secrors oF e Inoan Econowy X
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PRIMARY, SECONDARY AND TERTIARY

SECTORS IN INDIA

Graph 1 shows the _

production of goods and | Graph 1 : GDP by Primary, Secondary and
servitesdn the thive sectors. Terttary Sectors.

TS Is showr for Twn yesrs,

1973-74 and 2013-14. We &:000.000

Basve used the dhsta for these % 500,000

two years because the data i

are comparable and 5.000.000

authentie, You can see how
the tolal production has

grown over the loriy vears.

LET'S WORK THESE
ouT
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— Why is the terttary sector becoming
mn so important in India? There could be

What q?u.huumnpmﬁunhﬂ
mm]ﬂgﬂuﬂnwdﬁ* First. In any country several
from the services such as  hospiials:
' ;_.:-Ls find ot educatinnal institutions. post and
i telegraph services. police siations;
courts, village admitrgstrativo nffices,
Rising Importance of the municipal corporations. defence,

Tertiary Sector in Production

Owver the forty years between 1973-74

apd 201314, white production tn all

thi three seetors has moreased. i has.

meressed the most in (e (ertany sector.
As a result, In the year 2013-14, the
tertany sector has emergid as the
largest produeing sector in India
replacing the primary sectar.

transport, banks, lpsurance
compantes, ofo, & mqiimd. These
ran by comstdered as basie semttces.
In a developing country the
govermnent bas (o lake responstbitlity
far the provisian of these services,

Second, Lthe development of
agriculiure and Indusity leads Lo the
development of services such as

Y B noensTanping Economic DevELopMENnT



transport, trade, storage aod the ke,
as we have already seen. Grealer the
development af Lhe primary and
secondary sectons, more would be e
demand for such serviees,

Thind, as income levels rise, cortam
seclions of people stant demanding
many more services Hke cating ond,
tourtsm. shopping, private hospitals,
privale seliools, professionil (raining
ele. Yor ean see this change quile
sturply i clties, especially i big ciies.

Fourth, everr U pasi diecade orso_
terlaln new services socli as
lhese based on mformation and
communicatton technology hinve
bocotie Imporiant and essential. The
production of these services has been
fsing rapidly, InChapler 4. we shall
ser pxamples of these new services
and the reasons for their expansion.

However, you miust tomember (hat
notal] of the service sector s growing
equally well. Service sector in India
cmploys many different kinds of
propie. AL one end there are a imited
number of services el cmploy ighty
sktlied and edueated workers. Al the
other emd, there are a very large
number ol workers ﬂl;,;lgﬂd in
services such as small shopkeepers,

persons, ImRnsporl. persons,
ole, These peaple barely manage Lo

L1

(R

Graph 2 : Share of Sectors In GDP (%)

i

| WRrmary W Saconaury. W Tertaey |

A remarkable facl aboul India 1s
that whitle there lias been a change
' Lhe shiare of the Lhiree sectors i
GDDP. a stmilar shifl lias nol 1aken
place m employment. Graply 3
sliows the share of employmont i
the three sectors tn 1977-78 and
2017-18. The primary scclor
coniinuers o be the largest
PIPIOYer aven now.

Graph 3 : Share of Sectors In Employment (%)

i Tt s
B Ly
L

earn a living amd vel they perdonm
these services becatse no allemative
apporturdies for work are avallabie
o them. Hence. only & parl of Lhis
seetor {s growing 1 importance. You
shall read nmiore about this i the nest
seon. '

Where are most of the people
employed?

Why didn't a similar shift ont of

Graph 2 presents percentage shareofl
e tiree seclors 1 GDI. Now your can
directly see the changing imporiance
ol the sectors over the lorty years.

primary seclor happon fn case of
employmert? 1L is because not
ciongh jobs were crealed o the
secondary atd lerilary seclors. Even

Secrors oF HE Inoian Econowy I



though mdustrial output or Lthe
production of gosds wenl up by
more than nine mes during the
period, employment o the indostoy
wenl up by around three tmes. The
same applles (o the lertlary seclor
as well. While production 1o Lthe
service seclor rose by 14 limes,
employment in the serviee seclor
mese around e thines

As a resull. more (han Hall of e

workers tn the comrilry ane working

i the primary sector, msEldly o
agricullure, producing only aboit
ane sixth ol the GDP. In contrast Lo
(s, the secondary and tertlary
sectors produce the rest of the
procduce whereas Lhey emplov less
about half the people. Does this mean
that the workers tn agriculture
are nol producing as much as
they conld?

What 1t means is that there
are more people 0 agrculnue than
Is pecessary. So, overd If yoinr move

4 lew peopie oul, production wiil

mot be affecleds Inoother words.
workers i the agricultural seclor are
underemployed.

For Instanee, Lake the case ol a
small farmer. Laxmi, owning sbout
twa hectares of undmigated land
dependent anly on rain and
groving crops, ke powar anil arhar.
All ftve members of her family work
in' the plol throughout the year.
Why? They have nowhere else o go
far work. You will see thit everyane
18 working, none rematns idle, bul
in getuad fmcl, thelr labour effort

pils divided. Each one s dotng

some work bul no one is fully
employed . Thists the situation of
underemplovment. where people
are apparently working but ail
of them are made Lo wark less
than thelr potential. This kind of

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

Now, supposing 4 landlord.
Sukhiram, comes and hires one or
two membaers of the family (o work
om his land. Laxml's family 1s now
able to cam some exira income
through wages. Sinee vou do oot
need fivie people to look dler
small plot, wn people moving out
does nol affect production on thetr
farm. In the above example, two
propie may move to work in a
factory, Omoe again the ramines of
the family would increase and thoy
wotlld also contimie tp pmoduce as
much from thele land.

There are lakhs of [amers ke
Laxmt i India, This means that oven
if we remove @ lol of people {rom
agrivuttural sector and provide them
with proper work eclsewhero,
agrivuliural production wili not
sutler: The incomes of the peapie who
lake up other work would tncrease
the tofal iamily Income.

This undercmploymeni can also
happen in other sectors. For
example there are thonsands of
casual workers in the service
sevlor in urban arcas whi search
Tor datly employment. They are
employed as painters. plumbers,
repair persons and others dolng
odd jobs, Many of them don't nd
work overviday. Similarily. we sor
alher people of the service seclor
on the streel pushing a carl or
selling somelhing where they may
spend the whole day but earn
very little. They are doing Lhls
work because they do not have
better opporiunlties.

I I Unoenstanping Economic DeveELopment



LET'S WORK THESE OUT

" et dowe g | et ate ot

I TABLE 2.2 SHARE OF PRIMARY SECTOR IN
| GDP AND EMPLOYMENT

197374 | 197778 | 201314 | 2017-18

Share in GOF
Shate in employment

2 Choosa the comect answer: ':"-,
i} ‘corotwant towad Q',
i are workihg In 3 Jary mannar
(i 21 working Jess than what ey 2 mum "'t. ¥

Tk
How to Create More
Employment?

From Lhe above discussion, we can see
that there contttiies (o be cortsidersabile
underemployment in agrculiure.

There ame also people who are not

empitoved at all. in whal ways can one

Increase employment for people? Led
1= ook at some of them,

Take the case of Laxmit with hor
two-hectare plol of untrrigated land.
The government can spend some
mieney or banks csn provide & lean,
o eomstrict & well for her tamily (o

trrigate the land. Laxmi will then be
abie to trrigate her land and take o
second erop, wheal, during the rabt
season. Lel us suppose hal one
hectare of wheal can provide
etnployment o two peaple for 50 dayvs
{incinding sowtng, waterng. fertiliser

Secrors oF HE Inoian Econony Y




apphicabion and hamvesting), So, two
maore members of the Gmily can be
employed I her own Neld, Now
supposi & new dam s constroctod
and canais are dug lo irigale many
such larms. This conld lead (o a ol of
employment generation within the
armiculturml seclor Usell reducing Lhe
probiem of underemployment.

Now, siippose Lazmil aml olhor
[Armers produce much more Lhan
befire. They waotild abso tieed Lo sell soame
arthis. For this they may be requatned to
tratispor Lhelr products 10 a fpesry
Loy I e govirromonl dvesls sone
money in fransporiation and storage ol
crofis, or makes bellor roml roads so
that minl-trucks reach evervwhere
sevirl farmmers ke Laxmi. who now
have acerss (p waler, can contimie 1o
gow and sell these crops. This activiiy
can provide productive croployment 16
ol ust farmners hut also others such as
those in servioes like ramsport or (rade.

Laxmi’s nesd 1s not condined (o
waler alone, To cultivate the and. shie
also needs secds, feriilisers,
agrimiimal equipmend and pumpsets
o draw waler. Belng & poor rmer,
she cannol Afmd many of these. So,
she will have (o bormow money [rom
meneylenders amd pay a high rate of

e

mterest. I the local bank gives ber
credil Al a reasonible rate of Inleresl,
shewill be able (o buy all these tn me
and enlitvale her land. This means that
along with waler, we also meed o

provide cheap agricultural credit to the

farmeers for arming o tmprove. We will

Ioxole st some of these neods tn Chapter
3. Money and Credir,

Another wayv by which we can
tackle Lhis problem is (o Wdentiy,
promole anid locale ndusirles and
services i sommib-rural areas whore a
large number of people may e
cmployed. For instanoe, suppose
many farmers decide o wow arhar

amd chickpea [pulse crops). Seiling

up a dal mill w procure and process
these pod sell. i the oiides Is enesach
example. Opentng a oold storage oould
give a0 opporiunity [or [armers: (o
storeiiels produots like potatoes and
ocitons and sell them when (he price
15 gond;, In villages near forest arcas;
wi = siart honey collection contres
where farmers can come and sefl wild
hemoy. 1 18 abso possibie (o sel op
inchstries Ul process vegeiabies aml
agricultural produce ke potasto,
sweel polalo, tice, whedl, tomato,
frts, which can be sold tn outside
markets. This will provide
employment in industries located
semi-rural areas and nol necessanly
i targe urbdn contres.

o o peek i yowr
Lreer fj{]‘j‘l [T thﬂlk nJ-

SOk asiires. that could
b taken up for thems

Do o knowe Lhiat 11 lidla aboul
G0 per eenl of Ue poptilation belonges
o Lhe sge group 5-29 years? Oul ol
this, only daboul 51 per ceiil are
attending educationsl msittutions.
The resl arud partieulariy those apetd
less than 18 years may be al home or



many of them may be working as
chilid lnbouress, I these chilldren are
o altend schiools, we will reguire more
uldings, mure (eachers and ollwer
stafl, A study conducted by the
erstwhille Planning Commission (now
known as NIT! Aavog) esitmates Lhal
nearly 20 lakh jobs can be creatid in
the education seclor alone. Similasdy,
il we dre 1o tmprove the heatth
stiuatiteL wir nevd many more doctors,
murses_ lwalllh workers cle. o work
te Al dress, THesD fre Some ways
by which |obs woiild be created and
wi would alko be able o address the
tporiant aspects of developmetil
lalked about m Chapter 1.

Every slale or reglon Has polentlal
for tncreasing (he lncome and
cmployment for people in that area.
it conld be tourism. or reglonal crafl
midustry, or new servives Hke IT. Some
of these would require proper
planning and support rom the
government. For example, the same
study by the Manning Commisston
says that i lourism as & secior Is
tmprovedd, every voar we can give
addcition:t caployment (o more n
35 lakh peaple.

We must realise thal some of the
sugpesiions discussid above wanlid
Lake a long tmwe to implemend, For thie
shorl-term. we necd some guick
measures, Recognising this, the
cenlral grvermment in idia made a
law implementing e Right to Work

i aboul 625 districls of India. i is
cilled Mahatmo Gandhl National
Rura] Employment Guarantes Act
2005 (MGNREGA 2005), linder
MGNREGA 2005, all these who ane
alle o, and are tn meed of, work tn
mural dreas ame guaraniesd 100 days
of employmenl in a year by (he
governmend. [T e povermment @ils in
s duty to provide employeend, (Cwill
gtve unemployment allowanees (o e
people. The types of work that would
i future help lo Increase the
production from land  will e given
preferetice under the Act.

1. Why do ol think MGNAEGA 2005 i rederred o as ' Right o work™ ?

2 Tmagt ﬁammmmm_m In That G Ty supgest some achaties fhat
you think should be takan up undas this Adl that aig]hm&ﬁeirmmﬂ
: el

3. How Would iheome and smpioyment (ncresss If famers wete provigad with imigaton
and marnketing faclisies?-

4, \n-wnat ways can empinyment B2 inpraased in wikan aneas’
Secrors oF e Inoan Econowy I
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DIVISION OF SECTORS AS ORGANISED AND
UNORGANISED

Lot 1= examine another way of classtiving activitles in the coonomy. This looks
al the way people dre employed. Whal ame thelr conditlons of work? Are therme
any miles and regalations (st are mlowed as regands thelr employment?

—

Kantlo

gy by the

all the terns and of work.

Kunta works in an offtce. She atterls her affice from
4,90 n.im to 5.30 p.m. She gots her salary regularly
at ihe et of every month. in addition © thue skaleery,

- hﬂ;@gpﬂr{?ﬁﬂlkbhﬂ = 'II_'
slie alén’ gels prmﬁﬂlft ﬁ_ﬁh@fﬂlﬁﬂﬂﬂ-‘”“”"mmd I

: i
ather allowances. Karita does not go o office ¢ -
| Sundays. This is a paid holidoy. Whm she jnlrvfed -
ek, she was giveTt dn capipointresest letter Statinig

Kamal is Kenta's v '@ﬂlﬁm He is

 dally wage labotirer m ﬂfﬂrh; |

| Groceny shop. He'goes (o the shop at |
7230w the morsing and works 1l 8:00 |

V f

=

Kamal

| B in: theevenitiy. He avis no other

& nof paid for the daijs he doss not
trk. He hias therfore o lemive or peirl

lelicdati}s. Nor was he given firreal
letter saying that  he hes
eriptosped in the shop. He can be asked
fo leawes anytirne b his emplojer

he huas been

Bo éx;d! se¢ f!tﬂdw lr': :
the conditlons af umr ;
hetieen Konda and Kamal:

Kanln works in (he organised
seclor. Organised seclor covers liose
onlorprises or places of work where
the terms of employviment are regular
and therelore, people have assured
work, They are registered by the
government and have (o follow iis
nies and regulalttions which are
ghven in varous laws such as the
Fartories Act, Mintmum Wages Act,
Payment of Gratutiy Act. Shops and
Establishments Act efc. i 15 called

organised bevause il has some formal
processes and procedures. Some of
these people may niot be cmployed by
anyone but may work on thelr own
but ithey ioo have to regisier
themselves with the government and
fallow the nies and regadations,

‘Workers 1o the ongmnised seclor
enjoy secunily of employment. Thoey
are expected to work only a fixed
number ol iowrs, I they work mors,
thiey have (o be patd overtime by the
employer. Thiy also gt several olher
benets from the employers. Wil are

- [ I ineoensTanping Economic DevELopMmENT



these benellts? They get pald leave,
pavient during holdays, prividen
fumed. gratuily et They are supposéd
o gel medical beneflls and, umder e
laws. the factory manager has (o
cusure Eetlibes ke drinking water
and a safe working environment.
When they retire, these workers gel
penstons as well

In contrast, Kamal works m the
unorgantsed seclor, The unorganised
sector Is chiaractersed by small and
scallered umis which are Aargely
ouistde the control of the governmont,
There are rules atid regulations Bl
these nre nol Blowed. Jolss here age

LET'S WORK THESE OUT

b, ook &l the Tollowing exan 'L;__Mulmm»w@ammﬁdhw N
A tmacher taking classes i 4 school i, -.]'
A heatios mmamwmmﬂshﬂmam “‘*. ,
. ﬁﬁmfﬂmfﬂ’fﬁﬂ _ o, ¥
m Adoctorin a hospital eating a pabsnt Y
ltﬂjiﬂ?mmmmﬂl@ "
iy 1-mmhmumamhuﬁmr e ¥

b Ammmmﬂ:my%

low-pated aad often not regular. There
i o provision for overitme, paid
leave, holtdays, leave due o sickness
el Employment &= nol sceume, Peopile
can be asked to leave without any
reasor, When there 18 jess work, such
as during some Seasoms, SOme peopHe
may be asked to leave. A Ioi also
depends on the whims of the
employer. This sector inchides a large
nmber of people who are employed
on et own doing small jobs such
as selling on Lhe sireel or domg repalr
work. Striliarly. farmers work on el
own anil hire labourirs us and wlhien
Lhiry regutre.

EY

Promary L X E 1 . 232
Sacondary 41 74 15 ,
Tattiary 40 88 |28 :
Total 82 |
Toial in PHtIJH‘I‘lHﬂB 100%.

mmﬁmﬁmmMummmhmm
- Do you agree thal agricult unrganised setar sivity? Wiy?
= ummxﬂlm*mmyunmmmm~—imuhmmﬂmmmm

0 ad sector Ovganised sector smployment is svailabls to ‘about —= ol e
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How to Protect Workers in
the Unorganised Sector?

The organised sector offers jobs that
are the most sought-aller. But the
employment opporiunitles o the
argantsed sector have been expaixding
viery slowly. 1L s also comimon Lo il
many organised seclor enlerprises in
Lhe unorganised seclor. They adopt
such simalegles o evade laxes sl
refuse Lo follow laws Lhal protect
lalwmrers. As a resull, a largs number
of workers are forced Lo enter he
anorganisad sector Jobis, whilch pay o
very low sulury. They are ollen
exploned and not patd a faw wage.
Thielr eartilngs are low and not
regilar. These jobs are not secure and
bave no other benefiis:

Sinee the 14K0s, 1L is also common
to see a large oumber of workers
lostng their jobs in the opgantsed
sector. These workers are foreed 1o
take up jobs 1o the unprgantsed
secior with low carnings. Hencr,
bestitles the evd formore work, there
Is also & noed lor protection and
support of the workers in Lhe
unorgAnlsed setior.

L

amess

Who are these volnerable people
who need protection? In the narl
areas, the unorganised seclor mostty
comprises of landless agricultural
labourers, small and marginal
farmers, sharecroppers aml anlsans
{such as weavers, blacksmiths,
caipenlers and goldsmiths), Nearly
50 por ool of rural households o
india are in small and margitisl
farmer category, These farmers newd
lo be supporied throuaeh adeguaite
Bty for Umely delivery of soeds,
avrictlboral {nputs, crdll, slorage
Eaciiilies and marketng oullels;

Int the urban' arcas, unorganised
sector comprses malnly of workers In
smriall-seale udusiry, casual workers
m constmmotion. trade and transport
etr., and those who work as sireot
virridors, hoad loacd workers, pamment
makers, rag pickers eic. Small-scale
tndusiry also needs povermment's
stupport or procuring raw malerial
and markettng of output. The casual
workers in both rural and wrhan
areas e 1o be protectod.

Wi also (ind that majority ol
workers from seheduled castes, tnbes
and backwan! communities
nd themselves n the
unorgantsed sector. Beskdes
golting the trregular and low
patd work, these workers also
face social discrimination.
Prolection and supporl lo
the unorganised soclor
workers s lhus negessary
far hoth ¢tonomic amd
sovtil developmont.

Whem factories close dowen, mians;
once R ionloers ore forond
TSR sefling goods or preshing a o or
2o dodr some other odd fob

- I | inoensTanninGg Economic DeveELaopment



LETS HECA'LL-.

mmmcm_mmmmrnﬂmmuE+pm.
terttiry — tie criterion used was o Tature oractvity. On

socondary.
e bissts of %Wﬂm%bﬂmﬂm :
production anil enployrent in indi. Stlay. we 1

of total

‘activities o organtsed and unorgamsed and used the classtfication [ﬂ:
'mn!:atmphymnmm the two sectors.

-Whaiwnﬂihtmt

‘cancluston that was derived fmm. the

classification mmmtmdha protiems and solutions that were
mdiedtod? Can you summartse the mfbrmation i the followmeg table?

TABLE 2.4 CLASS!FY[HG ECGHDHI:C ACTIVITIES

Problems Indicated and
how they can be tackied

SECTORS IN TERMS OF OWNERSHIP: PUBLIC
AND PRIVATE SECTORS

Another way of classifying t:_mhmq!c
activitles mito sectors conld be onithe
basts of who owns assets and s
respanstble for the delivery of services.
inthe publie sector, e govermment
owies st of e assels and provides
all the services. [n the private seclor.
ownership of assels and delivery of
services Is 1n the hands of prvale
tnsdivithuals or compantes. Rallways or
post alflee 1s an example of the publie
seclor whereas comperniies ke Tala
tron and Steel Company Limited
(TISCO) or Rellance Industries
Limnftedd (RIL) are privalely ownid.

Activities I e privale seclor am
pgulded by the motive Lo carm proflis.

To get such services we e to pay
mopey o Lhese imibividuals and
campintes. The parpose af Uie putile
seetor s nol Jusl to earn profts,
Governments Talse money, through
Liaxes and other ways o misdl expenises
an the servives rendered by 1L Modem
day governmments spend ona whole
range of aetvies, What are these
activities? Why do governuments spersd
on such aclivilies? Let's nd oul.

There are several Lhines needoed Ly
the socdety as a whale But which the
private sector will not provide at
8 reasonable cost. Why? Somoe of
these peed spending larpe sipms of
moiey, which s bevond the capacily

Secrors oF e Inoan Econowy B
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of the privale sector. Also, collecting
meney from thowsanids of people who
use these Bellities 1s not easy. Even tf
they do provide these things they
would charge a high rate for thelr
use. Examples are constroction of
rodds, bridpes, rallways, harbours,
generating electrieity, providing
trrigation through dams ete. Thus,
govermments lave (o undertake such
heavy spending and ensure Lhal
Lthese facililles are avallable for
CVUTYIIHIC

There ane some aetvities, which
the government has to support. The
private sector may rol contimue thetr
production or business unless
governmenl encourages 1. For
example. seiling electrictly at the cost
of generation may push up the cosis
af production of goods in many
industrtes. Many unils. especiaily,
small-scale s, mght have to shal
down. Govermmend here siops m by
prochucing and supplying eleetnicity
al mtes which these mdusities can
afford. Govermment has (o bear part
af the cosl

Stnflariy, the Govermmend i Indis
barys wheat and fee from fSirmoers at
a ‘falr price’, This 1L stores in its
godownes dnd sells sl a lower price (o
cofeumiers Lhromigh raton shops. You
lave readd about this o the chapter
on Food Securdty in Class BL The

govermimen! has to bear some of the
cosl. In this way, the govermnmimnl
supports bath Tlarmers amd
CONSITETS.

There arte & large number of
activitles whiteh are the primary
responstbility of the govermument. The
government must spend on these.
Providing health and education
{ariittes for all s ope exampie. We lave
discpssed some of these jssues i the
first chapler, Rumning proper schools
and providing quality education,

particulardy clementarny eduration, is

the disty of the govermment ndia's stie
of flllierate population s one of the
fargest I the worlid

Simitkarly. weknow that nearly hall
i Inilia’s chililren are malnonrshed
and a ruarter of them are eritically 1L
We have read about Iniant Mortallty

Rates. The infani mortaltty raie of

Ovdisha (401 or Maidhya Pradesh (45)
1s_higher than some of the poorest
reglons of the world. Govermiment
aleo nieeds Lo pay atlonton 1o aspects
of human developmenl such as

avallabililv of safe drinking waler,

housing fadlitles for the poor @i food

aml nutdten. 1 is alsa Lthe duty of

the: poverrirerd Lo lake: care of e

poorest and most ignored reglons of

thie couniry throngh mcreased
speriling In such areas.

SUMMING UP

mlh,ﬁdmpkrwhﬂulmked al ways of
mmmm:c activities 1nto some

1l groups, One way of doing this
,prlhe‘;.quwhr;nﬁgtmln
o leritary seolors.

 primiary, seeonduny
'nu-dm%rimua, far the list (hirty vears,
=hows 1hat wiile goods and servioes

prodiced in he sector contribute’
Ahe most to GRP, the employment romains:
A the primary sector. We have also seen:

bl 3

mﬂm all cmm;:' uh’::ma -
oyTnet o emuhy
Another classiicstion is to cotstdier whether
people are wrktng 10 organtsed or
unorginised sectors, Mosl people are
working M 1he unotganissd seclors and
proteciion s [or Whem. We also
Iooked at the difference between private sid
publicactivities, and why ILts importan for-
prbiie activities (o foeus on ceriatn amas.
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EXERCISES
1. Fillin the biarks using he coract opfion given in he bracket

e
ﬂp‘mPnRﬁ : soctor do ot prodlice goods.

W v oty
08 popetonol e ik fe Wty e g
me E + and chott is 3 feoftuct

M e mrmw and tentlary cechm e

2 MMMMW

(&l mﬂmmmmmpuhﬁnmd private secior on The basis of

i 3 goods and services. -"*H'" "
00 all final goods an services.

(0 20 itermersate googs am services
D), al inmediate B fna

1) In'tenms of GOF ln:fm of tﬂltmrrm in 2013-14 15 between
et

0 o3
iy j-'-fé;_{r.‘!iﬂ'-
fil} S0 60
V) 800 70




8

e
Place of work Nature of employment Fei:ﬂﬂnmn{wmﬂﬂ;ample
In affices and factorles registered S
with e govermmsant ' s
Own shops, office, :Imfc; in
marketpiaces with tarmal lcense

Peopie working on the street,
construclion workers, domestic 20
wiHlars

Warking in small worksho
usually not registared with | e

is

ot m:mywmmmmﬂnﬁm
aree? Give 183Sa0s 10 SUpport of your amwer,




13 Wﬁdﬂ'ih mmmmmam mmm

15, Fhmm#&mﬂwmmhmm:ﬁmﬁﬁdmhmdmﬁmmm
CONUbCnST

17 Eﬁ%h ubjective of Impiemanting {he M3 NREGA 205

18 usmmmm mmmmmmmmwwwme
d‘mam e soctoes.

Well managed organisation | Badly manage( organisation

| Fmfic sector
Privale Secior

%&a mmmnmﬂmmmmm Wy ﬂummmr ¥ "u -

e s

e S el TS i .,im._- e Pty
W1mm&ammmﬁmﬁam . srate

e = = "‘ :.:_1?%"‘_’ mwhﬁl i Mﬂm
1ahle gives mci:iﬂ m{mﬁwmmm

fm:nndﬂy Tertiary

43 500 1,33 500
10.74.000 3268 000
in mmmmﬁhmfmmmwmmwm
(i) Show lfe dita a5 2.6 « _‘ _,‘ wwwmgnm:mu

(i) wwaémﬂmﬂn;m

O
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