
NCERT ECONOMY HANDOUT-1 

Class 9: Chapter 1 – THE STORY OF VILLAGE PALAMPUR 

OBJECTIVE 

 Factor of Production 

 Land Distribution 

 Farming and Non-Farming Activities 

 Capital Requirements 

Here we will understand some basic concepts like- Factor of Production, Land Distribution, 

Farming and Non-Farming Activities, Capital Requirements through a hypothetical village 

called Palampur. 

Palampur is fairly connected with nearby villages with a well-developed system of roads, 

transport, electricity, irrigation, schools and health centres. The story of Palampur takes us 

through the different types of production activities in the village. In India, farming is the 

main production activity across villages. 

 

 

 

 

Now we will understand the concepts related to the production activities in Palampur. 



Organisation of Production:  

➢ Aim of Production → To produce the goods and services that we want. 

 

 The first requirement is land, and other natural resources such as water, forests, 

minerals  

 The second requirement is labour, i.e. people who will do the work →   

(Mental Labour) Educated &  (Physical Labour) Manual workers  
 

 The third requirement is physical capital, i.e. the variety of inputs required at every 

stage during production  

[PHYSICAL CAPITAL: Tools, machines, buildings, raw materials and money in hand]  

 

 Fourth requirement is human capital (entrepreneurship)  

[HUMAN CAPITAL: It denotes the monetary value of the knowledge, skills, and 

competencies of a person] 

 



 

 

Now Let’s understand sectors of Economy: 

 

 

 

On the basis of Activity: 

Primary Sector: 

 The primary sector is directly concerned with natural resources of the country.  

 Economic description: It is concerned with the extraction of raw materials.  

 It includes agriculture, forestry, fishing and mining.  

 Amongst the primary sector, agriculture is the predominant occupation.  

 The primary sector utilizes the natural resources and produces raw materials and 

basic goods which may be used by the industries or by the end-users.  

 It can be said that the primary sector serves as a basic sector assisting the growth of 

the secondary and tertiary sectors. 



  

 

 

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 primary. The product is not produced by nature but has to be made and 

therefore some process of manufacturing is essential. 

Hence Secondary sector consists of the Industrial sector, engaged in construction activities 

and manufacturing of finished goods. 

 

Tertiary Sector:  

The tertiary sector of the economy is generally known as the service sector. 

This sector consists of provision of services such as education, medical, hotel, transport, 

finance, distribution and sale of goods from a producer to a consumer, as may happen 

in wholesaling and retailing, pest control or entertainment. 



 

 

Quaternary Activities:  

 Involves the research and development needed to produce products from natural 

resources.  

 These are specialized tertiary activities in the ‘Knowledge Sector’ which demands a 

separate classification  

 The quaternary sector is the intellectual aspect of the economy.  

 It is the process which enables entrepreneurs to innovate and improve the quality of 

services offered in the economy.  

 Elementary schools and university classrooms, hospitals and doctors’ offices, 

theatres, accounting and brokerage firms all belong to this category of services 

 

Quinary Activities:  

 The quinary sector is the part of the economy where the top-level decisions are 

made.  

 This includes the government which passes legislation.  

 It also comprises the top decision-makers in industry, commerce and also the 

education sector. 

 Often referred to as ‘gold collar’ professions, they represent another subdivision of 

the tertiary sector representing special and highly paid skills of senior business 

executives, government officials, research scientists, financial and legal consultants, 

etc.  

 The highest level of decision-makers or policymakers performs quinary activities. 

 Quinary = Gold collar professions. 



 

On the basis of work Conditions: 

Organised Sector & Unorganised Sector 

The Organized sector comprises certain companies or workplaces in which the employment 

term is regular and employees are also guaranteed employment. They are authorized by 

the government and must comply with the laws and regulations set out in various laws, 

including the Minimum Wages Act, Factories Act etc. 

The Unorganised sector comprises employees working in minor business concerns and 

units, often without any assurance of regularity. You can be said to be working in the 

unorganised sector if you are a farmhand, a domestic help, a salesman at a grocery shop 

etc. 

Difference between organized and unorganised sectors 

The difference between organized and unorganised sectors are tabulated below. 

Organised sector Unorganised sector 

It is a sector where the employment 

terms are fixed and regular, and the 

employees get assured work. 

The unorganised sector is characterised by 

small and scattered units, which are largely 

outside the control of the government. 

The job is regular and has fixed working 

hours. If people work more, they get paid 

for the overtime by the employer. 

Jobs are low-paid and often not regular. 

Workers enjoy the security of 

employment. 

Employment is not secure. People can be 

asked to leave without any reason. 

Employees will get medical and several 

other benefits. 

No benefits are available for the workers. 

Examples: Government employees, 

registered industrial workers, etc. 

Examples: Shop keeping, Farming, Domestic 

works, etc. 

 

 

 



On basis of Asset Ownership: 

Private Sector 

 The private sector is the part of the economy that is run by individuals and 

companies for profit and is not controlled by government. 

 The private sector tends to make up a larger share of the economy in free market, 

capitalist based societies. 

 Private sector businesses can also collaborate with government run agencies in 

arrangements called public-private partnerships. 

 

Public Sector: 

 The Public Sector consists of businesses that are owned and controlled by the 

government of a country.  

 The ownership and control of the central or state governments in these organisations 

are either complete or partial. But government holds a majority stake and makes 

every single decision regarding running the entity.  

 These organisations include government agencies, state-owned enterprises, 

municipalities, local government authorities and other public service institutions. 

 Some of them can be non-profit organisations while others participate in 

commercial activities as well.  

 It generally focuses on providing goods and services to the general public at 

relatively cheaper rates than private companies.  

 Its main aim is to ensure the welfare of the general public within a country. 

 

Differences between Public and Private Sector 

The main differences between Public and Private Sectors are as follows: 



Public Sector Private Sector 

Definition: Public sector organisations 

are owned, controlled and managed 

by the government or other state-run 

bodies. 

Private sector organisations are owned, 

controlled and managed by individuals, groups 

or business entities. 

Ownership: The ownership of the 

public sector units can be by central, 

state or local government bodies, and 

this ownership is either full or partial. 

The ownership of private sector units is by 

individuals or entities with zero interference 

from the government. 

Motive: The main motive of public 

sector organisations is to engage in 

activities that serve the general public. 

The main motive of the private sector is to 

earn profits from their business operations. 

Source of Capital: The capital for 

public sector undertakings comes from 

tax collections, excise and other 

duties, bonds, treasury bills etc. 

The capital for private sector entities comes 

either from its owners or through loans, 

issuing shares and debentures, etc. 

Employment Benefits : 

Public sector units provide several 

employment benefits like job security, 

housing facilities, allowances and 

retirement benefits. 

Private sector units offer benefits like higher 

salary packages, better chances of promotion 

and recognition, competitive environment and 

greater incentives in terms of bonus and other 

benefits. 

Stability: Jobs within the public sector 

are very stable since the chances of 

getting sacked due to non-

performance are very low. 

Jobs within the private sector are not very 

secure since non-performance can lead to 

sacking. Companies can also fire people in case 

of cost cutting or scaling down of operations. 

Job Promotions: The criteria for 

promotion in the public sector units is 

generally based on the seniority of the 

employee. 

The criteria for promotion in the private sector 

units is generally based on the merit and job 

performance of the employee. 



Areas :Some of the main areas that 

come under the public sector are 

police, military, mining, 

manufacturing, healthcare, education, 

transport, banking, etc. 

Some of the main areas that come under the 

private sector are information technology, 

finance, fast moving consumer goods, 

construction, hospitality, pharmaceuticals, etc. 

 

Let’s understand few other terms with reference to Palampur Village: 

Multiple Cropping: 

 To grow more than one crop on a piece of land during the year is known as multiple 

cropping.  

 It is the most common way of increasing production on a given piece of land 

 

Yield:  

 Yield is measured as crop produced on a given piece of land during a single season 

 

High yielding varieties (HYVs):  

 Green Revolution in the late 1960s introduced the Indian farmer to cultivation of 

wheat and rice using high yielding varieties (HYVs) of seeds.  

 Compared to the traditional seeds, the HYV seeds promised to produce much greater 

amounts of grain on a single plant.  

 As a result, the same piece of land would now produce far larger quantities of food 

grains than was possible earlier.  

 HYV seeds needed plenty of water and also chemical fertilizers and pesticides to 

produce best results.  

 Higher yields were possible only from a combination of HYV seeds, irrigation, 

chemical fertilisers, pesticides etc. 

 

Modern farming method:  

 Farmers of Punjab, Haryana and Western Uttar Pradesh were the first to try out the 

modern farming method in India.  

 The farmers in these regions set up tube wells for irrigation, and made use of HYV 

seeds, chemical fertilizers and pesticides in farming.  

 They were rewarded with high yields of wheat.  



 Scientific reports indicate that the modern farming methods have overused the 

natural resource base.  

 Green Revolution is associated with the loss of soil fertility due to increased use of 

chemical fertilizers.  

 Continuous use of groundwater for tube well irrigation has reduced the water-table 

below the ground. 

 

Chemical fertilizers:  

 Chemical fertilizers provide minerals which dissolve in water and are immediately 

available to plants.  

 Chemical fertilizers can also kill bacteria and other microorganisms in the soil. This 

means some time after their use, the soil will be less fertile than ever before.  

 The continuous use of chemical fertilizers has led to degradation of soil health.  

 Farmers are now forced to use more and more chemical fertilizers and other inputs 

to achieve the same production level. This means cost of cultivation is rising very 

fast. 

 

Lack of Surplus 

 Farmers retain a part of produce for self-consumption and sell the surplus in the 

nearby market. That part of farm produce which is sold in the market is called 

marketable surplus.  

 Small farmers have little surplus output. It is the medium and big farmers only who 

have substantial surplus produce for selling in the market. 

 Lack of surplus means that farmers are unable to obtain capital from their own 

savings, and have to borrow. 

 

Eagle View of the Chapter 

Farming is the main production activity in the village. Over the years there have been many 

important changes in the way farming is practiced. These have allowed the farmers to 

produce more crops from the same amount of land. This is an important achievement, 

since land is fixed and scarce. But in raising production a great deal of pressure has been 

put on land and other natural resources. The new ways of farming need less land, but much 

more of capital. The medium and large farmers are able to use their own savings from 

production to arrange for capital during the next season. On the other hand, the small 

farmers who constitute about 80 per cent of total farmers in India, find it difficult to obtain 

capital. Because of the small size of their plots, their production is not enough. The lack of 

surplus means that they are unable to obtain capital from their own savings, and have to 



borrow. Besides the debt, many of the small farmers have to do additional work as farm 

labourers to feed themselves and their families. Labour being the most abundant factor of 

production, it would be ideal if new ways of farming used much more labour. 

Unfortunately, such a thing has not happened. The use of labour on farms is limited. The 

labour, looking for opportunities is thus migrating to neighbouring villages, towns and 

cities. Some labour has entered the non-farm sector in the village. At present, the non-farm 

sector in the village is not very large. Out of every 100 workers in the rural areas in India, 

only 24 are engaged in non-farm activities. Though there is a variety of non-farm activities 

in the villages (we have only seen a few examples), the number of people employed in each 

is quite small. In the future, one would like to see more non-farm production activities in 

the village. Unlike farming, non-farm activities require little land. People with some amount 

of capital can set up non-farm activities. How does one obtain this capital? One can either 

use his own savings, but more often has to take a loan. It is important that loan be available 

at low rate of interest so that even people without savings can start some non-farm activity. 

Another thing which is essential for expansion of non-farm activities is to have markets 

where the goods and services produced can be sold. In Palampur, we saw the neighbouring 

villages, towns and cities provide the markets for milk, jaggery, wheat, etc. As more villages 

get connected to towns and cities through good roads, transport and telephone, it is 

possible that the opportunities for non-farm activities in the village would increase in the 

coming years. 

 

MCQ PRACTICE 

 

Q-1) ‘Bigha’ and ‘Guintha’ are 

(a) the type of village house 

(b) the type of hybrid seeds 

(c) the measuring units of grain 

(d) the measuring units of land area in village 

Answer: (d) the measuring units of land area in village 

 

Q-2) Finance raised to operate a business is called 

(a) labour 

(b) enterprise 

(c) land 

(d) capital 

Answer: (d) capital 

 



Q-3)The Green Revolution introduced the farmers to 

(a) cultivation of wheat and rice 

(b) cultivation of green vegetables 

(c) cultivation of sugar cane 

(d) cultivation of forests 

Answer: (a) cultivation of wheat and rice 

 

 

Q-4) The new ways of farming need 

(a) land 

(b) more capital 

(c) machinery 

(d) all of the above 

Answer: (d) all of the above 

 

Q-5)The most abundant factor of production is 

(a) labour 

(b) land 

(c) machinery 

(d) all of the above 

Answer: (a) labour 

 

Q-6)Multiple Cropping refers to : 

(a) Cultivation of wheat and rice 

(b) cultivation of two crops in alternate rows 

(c) cultivating more than one crop on the same field each year 

(d) cultivating crops and rearing animals on the same farm 

Answer: (c) cultivating more than one crop on the same field each year 

 

Q-7) Working capital stands for : 

(a) Tools, machines and buildings 

(b) raw materials and money in hand 

(c) total share capital 

(d) fixed deposits in financial institutions. 

Answer: (b) raw materials and money in hand 

 



 

Q-8) ‘Operation Flood’ is related to : 

(a) control flood 

(b) produce fish 

(c) milk production 

(d) grain production 

Answer: (c) milk production 

 

Q-9)Consumption of chemical fertilisers is highest in which state of India? 

(a) Punjab 

(b) Gujarat 

(c) Rajasthan 

(d) Himachal Pradesh 

Answer: (a) Punjab 

 

Q-10) Who is a person who puts together land, labour and capital? 

(a) Moneylender  

(b) Entrepreneur 

(c) Zamindar 

(d) Manager 

Answer: (b) Entrepreneur 

 

Q-11)Which Kharif crop is used for cattle feed? 

(a) Sugarcane 

(b) Potato 

(c) Jowar and bajra 

(d) Wheat 

Answer: (c) Jowar and bajra 

 

Q-12)Which area in India has a low level of irrigation? 

(a) Deccan plateau 

(b) Coastal regions 

(c) Riverine plains 

(d) Both (a) and (b) 

 



Answer: (a) Deccan plateau 

 

Q-13) Multiple cropping means growing 

(a) only two crops 

(b) only three crops 

(c) upto four crops 

(d) more than one crop 

Answer: (d) more than one crop 

 

 

Q-14) HYV seeds stands for 

(a) Heavy yielding variety seeds 

(b) High yielding variety seeds 

(c) Half yielding variety seeds 

(d) None 

Answer: (b) High yielding variety seeds 

 

 

Questions for Answer Writing Practice 

Q-1) Modern farming methods require more inputs which are manufactured in Industry. Do 

you agree? 

Q-2) Is it important to increase the area under irrigation? Why? 

Q-3) What are the different ways of increasing production on the same piece of land? Use 

examples to explain. 

Q-4) How do the medium and large farmers obtain capital for farming? How is it different 

from the small farmers? 

Q-5) What can be done so that more non-farm production activities can be started in 

villages? 

 

Brainstorming 

Question) “Success of ‘Make in India’ programme depends on the success of ‘Skill India’ 

programme and radical labour reforms.” Discuss with logical arguments. 

 


