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Introduction 

From the evolution of human history, it is amply testified that economic development traces its 

origin to agriculture. Even the developed countries were basically agriculture in origin and through this 

sector, they could achieve industrial development. When a country progresses industrially, it is quite 

obvious that the share of agricultural sector in their economies declines. In the case of developing 

countries, the share of agricultural sector in the gross domestic product is high. However, 

notwithstanding the share of agricultural sector in the gross domestic product, this sector occupies a 

prominent place in all economies on the globe. Now, examine the role of agriculture in the economic 

development of the country. 

✓ The Indian Economy holds the 6th position in the world’s top economies. The majority of the 

country’s population depends on agriculture for their livelihood. Over 70% of the rural households 

depend on agriculture. The agriculture sector contributes about 17% to the total Gross Domestic 

Product (GDP) & provides employment to around 58% of the population 
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Impacts Of Agriculture Sector in Indian Economy 

The Indian Economy is an “Agro-Economy”; the difficulty with such an Agro-Economy is that 

the agriculture sector is highly dependent on the cycle of production, distribution and consumption. 

Another problem is productivity. Currently, Indian farmers produce 2.4 tonnes of Rice/ha of land, far 

behind its actual potential. On the other hand, China & Brazil produce 4.7 & 3.6 tonnes of Rice/ha. 

 

 

 

Importance of Agriculture in Economy 

 Almost half of the population of India indulged in agriculture. The agriculture sector holds an 

important place in the economy. 

A few of the important points are: 

 Influence on national income. 

 Agriculture plays a vital role in generating employment for the rural agricultural and non-

agricultural labourers. 

 Makes provision for food for the ever-increasing population. 

 Contribution to capital formation. 

 Supply of raw materials to agro-based industries. 

 Market for industrial products. 

 Influence on internal & external trade and commerce. 

Agricultural Output in India 
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 Contribution in government budget. 

 Need of labour force. 

 Greater competitive advantages. 

 

❖ Roles of Agriculture in the Indian Economy    

• Contribution In GDP:  

            Historically agriculture has contributed significantly to India’s national income as 

indicated by the figures available right from the period 1950-51. In this period, agriculture & other 

related activities had a share of 59% of the country’s total GDP. The share of agricultural sector in the 

national income has been declining over the years. On the other hand, in developed countries such as 

the UK and USA, the agriculture sector contributes only about 3% of the country’s total GDP. 

 

 

 

• Contribution Of Agriculture to Employment: 

            Agriculture is the main source of livelihood for more than 60% of India’s population, 

which makes the sector with the greatest number of employees in the country. India has about 54.6% 

of the total population in the agricultural sector engaged, while in developed national such as the UK, 

USA, France, and Australia, only 2%-6% of its total population is engaged in the agriculture sector. 

Share of GDP & Employment in Indian Agriculture 
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• Agriculture As a Source of Food: 

           Agriculture provides food and fibre. The role of agriculture with regard to food production 

has been remarkable, in that it has been able to provide sufficient quantities even through the population 

has increased tremendously. India is the second-most populous country in the world. And to feed such 

a huge population, there is always a constant need for a supply of food. Therefore, there is a need for 

agriculture and a need for less dependency on the agriculture sector for the Economy. 

The annual agricultural production of an Indian state. If the total production of all the 

commodities are 81000 tonnes, find the production (in tonnes) of (i) Wheat (ii) Sugar (iii) Rice (iv)  
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Maize (v) Gram 

• Agriculture As a Supplier of Raw Materials: 

            There is a close interdependence between agriculture & industrial sectors. While 

agricultural sector supplies raw material and wage goods to the industrial sector, the latter provides 

materials for building up of social and economic overheads and also the basic consumption goods to the 

agricultural sector. In India, around half of the income generated in the industrial sector comes from 

agricultural-based industries. Therefore, in India, the industrial sector is highly dependent on the 

agricultural sector. 

 

• Contribution Of Agriculture to Capital Formation: 

            Economic development is possible when the rate of capital formation increases to 

sufficiently high levels. Since agriculture is the largest industry in our country, this sector has a bigger 

role to play in capital formation. In agriculture, the productivity of the inputs directly depends on the 

capital resources i.e., machinery, equipment irrigation and power projects. The main problem in the past 

was the inadequacy of capital resources. Mostly the agriculture practiced was labour intensive in nature. 

The methods of cultivation were traditional and hence did not help much in the capital formation. In the 

changed scenario, there should be greater public & private investment in agricultural sector to give a 

dimension, which will help to produce the marketable surplus of the farm commodities. 
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• Agriculture And International Trade: 

            Many farm commodities produced in the country are exported. India’s agricultural 

exports are tea, coffee, tobacco, cashew kernels, spices (cloves, cardamom, chillies, pepper), molasses, 

cotton, fruits, marine products. The share of agricultural exports has been declining because of the faster 

increase in the export of manufactured products viz., textile fabrics, cotton yarn fabric, readymade 

garments, leather and leather products, gems and jewellery, chemicals and allied products, machinery 

etc. It should be noticed that the agricultural sector has indirectly contributed to the export of some 

manufactured products by providing the basic raw materials. In fact, as the economy develops, the share 

of such indirect exports is expected to go up. 
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Contribution To the Government’s Revenue:  

            Agriculture is the most significant source of income for the central and state 

governments. The government of the country has substantial revenue from rising land revenue. Also, 

the movement of agricultural goods helps generate revenue for the Indian railways, which helps the 

government in revenue generation. 

 

• Economic Planning and Agriculture: 

            India’s planning prospects are also heavily reliant on the agriculture sector. A good 

harvest always offers momentum to the country’s projected economic growth by improving the business 

climate for the transportation system, manufacturing sectors, internal commerce, and so on. A successful 

harvest also means that the government will have enough money to cover its budgeted expenditures. 

Similarly, a bad harvest causes a total depression in the country’s business, which eventually leads to a 

collapse of economic planning. Thus, in a country like India, the agricultural sector plays a critical role, 

and the Indian economy’s prosperity is still heavily reliant on it. 

o As a result of the above study, it is clear that agricultural growth is a necessary precondition for 

sectoral diversity and economic development. 

Conclusion 

 

 The Indian economy is an agro-economy and depends highly on the agricultural sector. 

Despite just supporting the Indian Economy, the agricultural sector also supports the industrial sector 

and international trade in imports and exports. Although the contribution of the Agricultural Sector to 
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the Indian Economy is reducing, it is the sector with the greatest number of people working in it 

around the country. 
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