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Abstract: This article explores the structural growth of the Indian economy, focusing on the
transition from an agriculture-based economy to one driven by industrial and services sectors. It
examines the historical context of India's economic structure post-independence, with
particular emphasis on the evolving roles of agriculture, industry, and services. The article
outlines the declining contribution of agriculture to GDP and its implications for employment
and rural livelihoods. It then highlights the rise of the industrial sector and its challenges,
including regulatory bottlenecks and infrastructure deficits. Special attention is given to the
rapid growth of the services sector, particularly in IT, telecommunications, and financial
services, and its increasing contribution to India’s GDP and employment. The paper also
discusses the key factors influencing this structural transition, such as policy reforms,
urbanization, technological advancements, and demographic changes. The article concludes
with policy implications and recommendations for fostering sustainable and inclusive growth,
including enhancing agricultural productivity, strengthening industrial competitiveness, and
promoting innovation in the services sector.
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1. Introduction

India's economic landscape has undergone a significant transformation, marked by a structural
shift from an agriculture-based economy to one dominated by the services sector. This
transition reflects the country's evolving economic priorities and development trajectory.
Historically, agriculture was the backbone of India's economy, employing a substantial portion
of the population and contributing significantly to the Gross Domestic Product (GDP). However,
recent data indicates a notable decline in agriculture's share of GDP. In the last quarter of 2023,
the agriculture sector contributed over X7 trillion to India's GDP. In contrast, the services sector
has experienced robust growth, becoming the primary driver of economic expansion. This
sector encompasses a wide range of activities, including information technology,
telecommunications, finance, and hospitality. The rapid development of the services sector has
not only increased its GDP contribution but has also positioned India as a global hub for IT and
business process outsourcing services. Employment patterns have mirrored these sectoral
shifts. As of the 2023-2024 period, approximately 36% of employed men were engaged in the
agriculture sector, indicating a decline over the years. Conversely, employment in the services
sector has risen, reflecting the sector's expanding role in the economy. This structural
transformation underscores India's economic evolution, characterized by a decreasing reliance
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on agriculture and an increasing emphasis on services. The shift has implications for
employment, income distribution, and economic policy, necessitating a focus on skill
development, infrastructure enhancement, and sustainable growth strategies to support the
burgeoning services sector while ensuring inclusive development across all economic segments.

1.2. Overview of India's Economic Transformation

India's economic transformation over the decades represents one of the most remarkable shifts
in the global economy. At the time of independence in 1947, India was primarily an agrarian
economy, with agriculture contributing more than 50% to the Gross Domestic Product (GDP)
and employing over 70% of the population. Industrial activity was minimal, with only a few
large-scale industries, and the services sector was largely underdeveloped. Post-independence,
India adopted a mixed economy model, emphasizing self-reliance and public sector-led
industrialization. The early decades saw efforts to build a strong industrial base, but growth was
slow due to regulatory constraints and limited global integration.

The economic liberalization reforms introduced in 1991 marked a watershed moment in India’s
economic history. These reforms dismantled the License Raj, opened up the economy to foreign
investment, and encouraged privatization. This policy shift unleashed the entrepreneurial
potential of the country and integrated it into the global market. Today, India is recognized as
one of the fastest-growing economies, with a GDP exceeding $3.5 trillion as of 2024. Projections
by international agencies suggest India could become the world's third-largest economy by
2030. This transformation has been fueled by technological advancements, a growing middle
class, and an expanding consumer base. India's economic story underscores the resilience and
adaptability of its economy in navigating challenges and leveraging opportunities in a dynamic
global landscape.

1.3. Importance of Structural Growth in the Economy

Structural growth refers to the transformation of an economy’s structure by reallocating
resources from low-productivity sectors to high-productivity sectors. This process is essential
for achieving sustained economic development, as it increases overall productivity, generates
higher incomes, and improves living standards. In developing economies like India, structural
growth is a key indicator of economic progress and modernization. The traditional path of
structural transformation involves a shift from agriculture to manufacturing, followed by a
transition to services. In the case of India, this growth trajectory has played a critical role in
urbanization, technological advancement, and the diversification of economic activities. The
reallocation of labor and capital from agriculture to industry and services has enabled the
creation of more productive jobs, particularly in urban areas. It has also facilitated the
integration of the Indian economy into global value chains, boosting exports and foreign
investment. Structural growth is not only about economic efficiency but also about ensuring
inclusivity and equity. For a country with a vast and diverse population like India, balanced
structural growth can help address regional disparities, reduce poverty, and create sustainable
livelihoods. It also enhances economic resilience by diversifying income sources, reducing the
dependence on any single sector, and mitigating risks from sector-specific shocks. The
importance of structural growth is particularly evident in India’s efforts to achieve long-term
development goals, such as doubling farmers’ income, promoting Make in India, and enhancing
the contribution of the services sector to global markets.

1.4. Unique Transition from Agriculture to Services

India’s structural transformation is distinct compared to the conventional development
pathways observed in other economies. Most countries have traditionally transitioned from
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agriculture to manufacturing and then to services as their economies grew. This phased
progression allows for the absorption of surplus labor from agriculture into the manufacturing
sector, which typically acts as the engine of growth in the early stages of development. However,
India’s experience has been unique, with the economy bypassing a robust manufacturing phase
and making a direct leap from agriculture to services. The services sector has emerged as the
dominant driver of India's economy, contributing more than 55% to the GDP as of 2024. Sub-
sectors such as information technology (IT), telecommunications, financial services, healthcare,
and tourism have propelled this growth. India's large pool of English-speaking and technically
skilled professionals has been instrumental in establishing the country as a global hub for IT
services and business process outsourcing. The rapid globalization of Indian firms and
advancements in digital infrastructure have further accelerated the growth of the services
sector. While this services-led growth has brought significant economic benefits, including high-
value job creation, foreign exchange earnings, and technological progress, it has also posed
challenges. The manufacturing sector, which accounts for around 17-18% of GDP, has not grown
at the pace required to absorb the large unskilled and semi-skilled workforce migrating from
agriculture. This has led to structural unemployment and underemployment in some regions,
highlighting the need for balanced development across sectors.

2. Overview of India's Economic Transformation

India's economic transformation over the decades represents one of the most remarkable shifts
in the global economy. At the time of independence in 1947, India was primarily an agrarian
economy, with agriculture contributing more than 50% to the Gross Domestic Product (GDP)
and employing over 70% of the population. Industrial activity was minimal, with only a few
large-scale industries, and the services sector was largely underdeveloped. Post-independence,
India adopted a mixed economy model, emphasizing self-reliance and public sector-led
industrialization. The early decades saw efforts to build a strong industrial base, but growth was
slow due to regulatory constraints and limited global integration. The economic liberalization
reforms introduced in 1991 marked a watershed moment in India’s economic history. These
reforms dismantled the License Raj, opened up the economy to foreign investment, and
encouraged privatization. This policy shift unleashed the entrepreneurial potential of the
country and integrated it into the global market. Today, India is recognized as one of the fastest-
growing economies, with a GDP exceeding $3.5 trillion as of 2024. Projections by international
agencies suggest India could become the world's third-largest economy by 2030. This
transformation has been fueled by technological advancements, a growing middle class, and an
expanding consumer base. India's economic story underscores the resilience and adaptability of
its economy in navigating challenges and leveraging opportunities in a dynamic global
landscape.

2.2. Importance of Structural Growth in the Economy

Structural growth refers to the transformation of an economy’s structure by reallocating
resources from low-productivity sectors to high-productivity sectors. This process is essential
for achieving sustained economic development, as it increases overall productivity, generates
higher incomes, and improves living standards. In developing economies like India, structural
growth is a key indicator of economic progress and modernization. The traditional path of
structural transformation involves a shift from agriculture to manufacturing, followed by a
transition to services. In the case of India, this growth trajectory has played a critical role in
urbanization, technological advancement, and the diversification of economic activities. The
reallocation of labor and capital from agriculture to industry and services has enabled the
creation of more productive jobs, particularly in urban areas. It has also facilitated the
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integration of the Indian economy into global value chains, boosting exports and foreign
investment.

Structural growth is not only about economic efficiency but also about ensuring inclusivity and
equity. For a country with a vast and diverse population like India, balanced structural growth
can help address regional disparities, reduce poverty, and create sustainable livelihoods. It also
enhances economic resilience by diversifying income sources, reducing the dependence on any
single sector, and mitigating risks from sector-specific shocks. The importance of structural
growth is particularly evident in India’s efforts to achieve long-term development goals, such as
doubling farmers’ income, promoting Make in India, and enhancing the contribution of the
services sector to global markets.

2.3. Unique Transition from Agriculture to Services

India’s structural transformation is distinct compared to the conventional development
pathways observed in other economies. Most countries have traditionally transitioned from
agriculture to manufacturing and then to services as their economies grew. This phased
progression allows for the absorption of surplus labor from agriculture into the manufacturing
sector, which typically acts as the engine of growth in the early stages of development. However,
India’s experience has been unique, with the economy bypassing a robust manufacturing phase
and making a direct leap from agriculture to services. The services sector has emerged as the
dominant driver of India's economy, contributing more than 55% to the GDP as of 2024. Sub-
sectors such as information technology (IT), telecommunications, financial services, healthcare,
and tourism have propelled this growth. India's large pool of English-speaking and technically
skilled professionals has been instrumental in establishing the country as a global hub for IT
services and business process outsourcing. The rapid globalization of Indian firms and
advancements in digital infrastructure have further accelerated the growth of the services
sector.

While this services-led growth has brought significant economic benefits, including high-value
job creation, foreign exchange earnings, and technological progress, it has also posed challenges.
The manufacturing sector, which accounts for around 17-18% of GDP, has not grown at the pace
required to absorb the large unskilled and semi-skilled workforce migrating from agriculture.
This has led to structural unemployment and underemployment in some regions, highlighting
the need for balanced development across sectors. The emphasis on services over
manufacturing has implications for regional development and economic inclusivity.
Manufacturing has traditionally been a significant driver of job creation, particularly for rural
and semi-urban populations. India's relatively weaker performance in manufacturing is
attributed to infrastructure deficits, complex labor laws, and inadequate technological upgrades.
The government has recognized this gap and initiated programs like 'Make in India' and
'Production Linked Incentive (PLI) Schemes' to bolster the manufacturing sector.

The transition from agriculture to services also impacts rural development and income
distribution. The agricultural sector, while employing nearly 40% of the workforce, contributes
less than 20% to the GDP, indicating low productivity. Modernizing agriculture through
technology, improving market linkages, and promoting agro-processing industries are critical to
making this sector more productive and sustainable. India’s economic trajectory underscores
the importance of a nuanced approach to structural transformation. While the services sector
has been a key growth driver, balanced development that fosters growth in manufacturing and
modernizes agriculture is essential for achieving sustainable and inclusive growth. Such an
approach will ensure that the benefits of economic transformation reach all segments of society,
particularly in rural and underdeveloped regions

83



International Journal of Academic Research
3. Contribution of Agriculture to the Economy
Role of Agriculture in Employment and Rural Livelihoods:

Agriculture has historically been the cornerstone of India's economy, serving as the primary
source of livelihood for millions. Even today, it employs a significant portion of the workforce,
particularly in rural areas. According to the Periodic Labour Force Survey (PLFS) 2021-22,
approximately 45.5% of the total workforce is engaged in agriculture and allied activities. The
sector supports rural livelihoods through crop farming, livestock rearing, forestry, and fisheries.
However, the dependence on agriculture for employment contrasts sharply with its declining
contribution to GDP, underscoring the need for diversification and structural reforms to
enhance rural income levels.

Declining Share in GDP and Reasons:

The contribution of agriculture to India’s GDP has seen a steady decline over the decades. While
it accounted for over 50% of GDP in the 1950s, its share fell to approximately 18.3% in 2021-22.
This decline can be attributed to several factors:

» Low Productivity: Limited access to modern technology, fragmented landholdings, and
inadequate irrigation facilities reduce productivity.

» Mechanization: While mechanization improves efficiency, it reduces labor demand, further
diminishing agriculture's economic contribution.

» Shift to High-Value Sectors: With urbanization and globalization, resources and
investments have shifted toward more profitable industrial and service sectors.

Challenges Faced by the Agricultural Sector:
Agriculture in India faces numerous challenges that hinder its growth and sustainability:

» Climate Change: Erratic rainfall patterns, rising temperatures, and extreme weather events
disrupt agricultural output.

» Market Inefficiencies: Limited access to markets, price volatility, and inadequate storage
facilities lead to post-harvest losses and income instability.

» Resource Depletion: Overuse of groundwater, soil degradation, and declining biodiversity
threaten long-term agricultural productivity.

Data on Agriculture’s Contribution to GDP and Employment

Agriculture’s . Crop Production | Irrigated Share of
. Employment in i Rural
Year Share in GDP Agriculture (%) (Million Area Population

(%) g 0 Tonnes) (%) p(o %)

1950-51 519 ~70.0 50.8 17.1 82.7
1980-81 37.6 60.5 129.6 28.0 74.4
2000-01 239 58.2 196.8 38.7 72.2
2010-11 18.5 54.6 241.5 45.0 68.8
2021-22 18.3 45.5 315.8 51.2 64.6

Source: Reserve Bank of India (RBI), Ministry of Agriculture & Farmers' Welfare, and Periodic
Labour Force Survey (PLFS)
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The data highlights the declining share of agriculture in GDP and employment, despite rising
crop production and irrigation coverage. This reflects a structural transformation of the
economy, with agriculture playing a diminishing yet vital role in ensuring food security and
rural livelihoods.

4., Growth of the Industrial Sector
Evolution of the Industrial Sector and Its Role in Economic Growth

The industrial sector in India has undergone significant transformations since independence,
playing a critical role in the country’s economic growth. During the early post-independence
years, the focus was on heavy industries and public sector enterprises under the purview of
successive Five-Year Plans. The Industrial Policy Resolution of 1956 laid the groundwork for
state-led industrialization, emphasizing steel, cement, and machinery production. The
liberalization reforms of 1991 marked a turning point, introducing policies aimed at
privatization, deregulation, and the integration of India into the global economy. These reforms
spurred growth in manufacturing, IT services, and small- and medium-sized enterprises (SMEs).
Today, the industrial sector contributes approximately 27% to India’s GDP (2021-22), with the
manufacturing sub-sector alone accounting for around 15.8%. This sector also serves as a
significant source of employment, providing jobs to nearly 25% of the workforce, according to
the Periodic Labour Force Survey (PLFS) 2021-22.

Challenges to Industrial Expansion:

Despite its importance, the industrial sector faces numerous challenges that hinder its full
potential:

» Regulatory Bottlenecks: Complex and overlapping regulations, licensing issues, and
bureaucratic red tape often slow down industrial growth.

» Infrastructure Gaps: Insufficient transport networks, unreliable power supply, and
inadequate logistics infrastructure increase production costs and reduce
competitiveness.

» Skill Mismatch: A shortage of skilled labor hampers the adoption of advanced
technologies and innovative manufacturing processes.

» Global Competition: Indian industries face stiff competition from global players,
especially in labor-intensive manufacturing sectors.

» Environmental Concerns: Industrial expansion often comes at the cost of environmental
degradation, leading to stricter compliance requirements and higher costs.

Linkages Between Industry and Agriculture:

The industrial sector has deep interconnections with agriculture, forming the backbone of
India’s rural economy and overall development:

> Agro-Based Industries: Sectors such as food processing, textile, and sugar depend
heavily on agricultural raw materials.

» Rural Employment: Industries like fertilizers, farm equipment, and irrigation systems
contribute to enhancing agricultural productivity and income.

» Market Creation: Increased rural incomes due to industrial linkages lead to greater
demand for industrial goods, creating a virtuous cycle of growth.
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» Technology Transfer: Industrial innovations, such as advanced irrigation systems and
high-yield seeds, boost agricultural output.

Table: Industrial Sector’s Contribution and Linkages

Exports
, Agro-Based
Industry’s . . . from Agro-
; Manufacturing Employmentin | Industries
Year Share in Share (%) Industry (%) Output Based
GDP (%) 0 y % ® Crt(r))res) Industries
(%)
1950-51 16.6 9.0 ~12.0 5,000 4.0
1980-81 24.2 14.8 16.8 23,600 12.5
2000-01 26.2 15.3 19.2 1,23,800 18.7
2021-22 27.0 15.8 25.0 3,89,000 24.3

Source: Reserve Bank of India (RBI), Ministry of Commerce and Industry, and Ministry of
Statistics and Programme Implementation (MoSPI).

The industrial sector’s growth, though consistent, remains uneven across regions and industries.
Strengthening infrastructure, reducing regulatory hurdles, and fostering greater industry-
agriculture linkages can unlock the sector’s full potential and enhance its contribution to India’s
economic development.

5. Rise of the Services Sector

The rise of the services sector in India is one of the most remarkable transformations in the
country’s economic journey, particularly since the liberalization of the economy in the early
1990s. Services now form the largest segment of India's GDP, contributing around 55-60% in
recent years, a sharp contrast to the predominantly agrarian economy that existed before
independence. This growth has been driven by a variety of factors, with key industries such as
information technology (IT), financial services, telecommunications, and retail leading the way.

Key Drivers of Growth in the Services Sector:

A primary driver of the expansion in the services sector has been the Information Technology
(IT) and business process outsourcing (BPO) industry. India’s IT sector has experienced
exponential growth since the 1990s, emerging as a global powerhouse in software services, IT
consulting, and IT-enabled services. The availability of a skilled and cost-effective workforce,
coupled with a strong focus on higher education in engineering and computer science, has made
India the world's leading destination for IT outsourcing. In 2022, the Indian IT-BPM industry
generated a revenue of $227 billion and employed more than 4.5 million people, contributing
significantly to exports, with around 50% of the industry’s revenue coming from exports.
Similarly, financial services have seen tremendous growth. With India's rapidly expanding
middle class, increased disposable incomes, and digital financial services innovations like UPI
(Unified Payments Interface) and Aadhaar-linked payments, the financial services sector has
expanded substantially. The rise of banking, insurance, asset management, and fintech
companies has fueled the services sector's growth, bringing financial services to the
underserved population while bolstering economic activity. In fact, India’s banking sector has
become one of the largest in the world, and fintech innovations have positioned India as a global
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leader in financial inclusion and mobile payments. Telecommunications is another key
contributor to the services sector's rise. India’s telecom industry has been transformed by the
advent of mobile technology, with an expanding user base that has made India the second-
largest telecommunications market in the world. With cheap data and an increase in mobile
penetration, digital services, e-commerce, and internet-based companies have thrived.
Companies like Jio, Airtel, and Vodafone-ldea have spurred competition, bringing affordable
internet to millions, facilitating digital learning, and providing a gateway to e-commerce.

Contribution to GDP and Employment:

The services sector’s contribution to India’s GDP has steadily risen, reflecting the structural shift
away from agriculture and industry. The sector is now the largest contributor to India’s
economic output, a trend seen in many rapidly developing economies. In 2022-23, the services
sector’s contribution to GDP was approximately 56%, with IT and business services accounting
for a significant portion of this share. Beyond GDP growth, the services sector also plays a
crucial role in employment generation. While agriculture and industry continue to provide a
substantial number of jobs, the services sector is the largest employer in India. According to the
Periodic Labour Force Survey (PLFS) 2021, over 50% of India’s workforce is employed in
services, with many people in non-agricultural, informal sectors such as retail, education,
healthcare, and transportation. This has been particularly beneficial in urban areas, where the
services sector has absorbed millions of young people entering the job market. The rise of e-
commerce, digital marketing, online education, healthcare, and tourism has provided a wide
range of employment opportunities across various skill levels.

6. Factors Influencing the Structural Transition

The structural transformation of the Indian economy, characterized by the shift from agriculture
to industry and services, has been influenced by several key factors over the past few decades.
These include policy reforms, urbanization, changing consumer preferences, technological
advancements, and demographic trends. Each of these factors has played a critical role in
shaping the dynamics of India’s economic growth and structural change.

Policy Reforms (LPG Reforms of 1991):

One of the most significant factors driving India’s structural transition has been the
liberalization, privatization, and globalization (LPG) reforms of 1991. Before these reforms,
India's economy was largely protected, with a strong emphasis on state control, import
substitution, and high tariffs. However, the balance of payments crisis in 1991 forced the
government to adopt a more market-oriented approach. The reforms included the devaluation
of the rupee, reduction of import duties, and privatization of state-owned enterprises. These
measures helped open up the Indian economy to global markets, encouraged foreign direct
investment (FDI), and spurred the growth of the services sector, particularly in information
technology (IT), business process outsourcing (BP0), and financial services.

The LPG reforms also facilitated the expansion of the private sector and allowed businesses to
operate more freely, fostering competition and innovation. The reduction of trade barriers and
the promotion of export-led growth further integrated India into the global economy,
positioning the country as a key player in the services sector. The liberalization policies directly
contributed to the rapid growth of India’s services sector, while also fostering industrialization,
especially in sectors like telecommunications, pharmaceuticals, and automobiles.

Technological Advancements and Digital Transformation:
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Technological advancements, particularly in information technology (IT) and digital services,
have been pivotal in reshaping the Indian economy. Digital transformation has penetrated
various sectors, from agriculture to finance, manufacturing to education. The proliferation of
smartphones, internet access, and digital platforms has enabled millions of people to participate
in the modern economy, bridging gaps in access to services, markets, and information. India’s IT
and software services sector has emerged as a global leader, contributing significantly to the
country’s GDP and export revenues. The sector employs millions of people and attracts
substantial foreign investment. Technologies such as cloud computing, artificial intelligence (Al),
machine learning, and blockchain are revolutionizing industries, providing new opportunities
for innovation, and facilitating the growth of new sectors like Fintech and Edtech.

The adoption of digital tools in industries like agriculture, where technology has been used for
crop monitoring, weather forecasting, and supply chain management, has increased productivity
and reduced inefficiencies. The government's Digital India initiative, which aims to increase
internet access, enhance e-governance, and promote digital literacy, has played a crucial role in
fostering this transformation. As a result, the services sector has flourished, making India one of
the largest and fastest-growing markets for digital services in the world.

Demographic Dividend and Skill Development Initiatives:

India’s demographic profile has also contributed significantly to the structural transition. With a
young population—the median age is approximately 28 years—India is experiencing a
demographic dividend, where a large proportion of the population is of working age. This
youthful workforce has provided the country with a competitive advantage in the global market,
particularly in labor-intensive sectors like IT, BPO, and manufacturing. However, the
demographic dividend also comes with the challenge of providing the necessary skills and
education to this growing workforce. Recognizing this, the Indian government has implemented
various skill development initiatives to enhance the employability of the workforce. Programs
such as Skill India and Pradhan Mantri Kaushal Vikas Yojana (PMKVY) aim to provide training in
technical and vocational skills, particularly for young people entering the labor market. These
efforts are helping to meet the demands of the evolving economy, especially in high-growth
sectors such as technology, manufacturing, and services. Moreover, India’s demographic
advantage has led to a surge in entrepreneurial activity, with young people starting new
businesses in various sectors, particularly in technology and services. The government has also
supported entrepreneurship through initiatives such as Startup India, which provides funding,
mentorship, and infrastructure support to new businesses.

7. Policy Implications and Recommendations

As India continues its transition from an agrarian to a service-based economy, targeted policy
interventions will be crucial in ensuring that this transformation benefits all sections of society.
The following recommendations address key areas that will support sustained economic growth
while ensuring inclusivity and competitiveness across sectors.

7.1. Enhancing Agricultural Productivity and Rural Infrastructure:

To support the agricultural sector's continued relevance despite its declining share in GDP,
policy measures should focus on enhancing agricultural productivity and improving rural
infrastructure.

» Investment in Agricultural Research and Development (R&D): The government
should increase investment in agricultural research and technology to improve crop
yields and resilience. New techniques such as precision farming, integrated pest
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management, and climate-resilient crop varieties can significantly boost productivity.
Additionally, genetic research into drought-resistant and high-yielding varieties can
address the challenges posed by climate change.

Mechanization and Technological Integration: There is a need to accelerate the
adoption of modern agricultural practices through mechanization. By making machinery
and technology more accessible to small farmers, India can overcome traditional
inefficiencies. Government initiatives like Sub-Mission on Agricultural Mechanization
(SMAM) can help increase mechanization rates, particularly in the fields of irrigation,
harvesting, and post-harvest processing.

Improved Rural Infrastructure: The development of rural infrastructure is paramount
to boosting agricultural output. This includes investments in roads, irrigation systems,
cold storage, and rural electrification, all of which can reduce post-harvest losses,
improve market access, and enhance agricultural productivity. Infrastructure
development should also prioritize digital connectivity, enabling farmers to access
weather updates, market prices, and best agricultural practices.

Farmer Welfare Programs: It is crucial to support farmers through effective welfare
policies such as Minimum Support Price (MSP) schemes, subsidies for inputs, and crop
insurance programs. Strengthening these initiatives can help buffer against the volatility
caused by fluctuating market prices and climate-related risks.

7.2. Strengthening Industrial Competitiveness and Ease of Doing Business

To foster growth in India’s industrial sector and ensure that it continues to be a major
contributor to GDP, the following policy actions are recommended:

>

>

Regulatory Reforms: India's industrial sector continues to face regulatory bottlenecks
that hinder growth. Streamlining the regulatory framework by reducing bureaucracy,
simplifying procedures, and making the environment more business-friendly will
encourage investment and entrepreneurship. The Make in India initiative should be
enhanced by providing easier access to permits and licenses for new businesses,
especially in manufacturing.

Improvement in Infrastructure: Industrial growth is dependent on robust
infrastructure. Policies should aim at developing world-class transportation networks,
including better roads, ports, and airports, as well as improving logistics efficiency. This
will lower costs for industries, particularly manufacturing, and improve India's
competitiveness globally.

Attracting FDI in Manufacturing: To sustain industrial growth, India must attract more
foreign direct investment (FDI) in key sectors such as manufacturing, electronics, and
heavy industries. Providing fiscal incentives, improving the ease of doing business, and
ensuring fair competition can help make India a more attractive destination for global
investors.

Promotion of Research and Development (R&D): Strengthening industrial R&D is key to
advancing industrial competitiveness. The government should incentivize innovation
through tax breaks and research funding. Collaboration between industry, academia,
and research institutions can foster innovation in product development and process
efficiency.
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7.3. Promoting Inclusive Growth through Targeted Policies for Education and Skilling

India's demographic dividend provides a unique opportunity for economic growth, but realizing
this potential requires targeted policies in education and skill development.

1.

Investment in Education: Improving access to quality education at all levels, especially in
rural and disadvantaged areas, should be a priority. The government must focus on
strengthening the primary, secondary, and tertiary education systems, with particular
emphasis on vocational education and STEM (Science, Technology, Engineering, and
Mathematics) subjects. Providing scholarships and financial support can increase
enrollment rates, especially for women and marginalized communities.

Skilling and Vocational Training: India’s workforce requires substantial upskilling to
meet the demands of a changing economy. Programs like Skill India and Pradhan Mantri
Kaushal Vikas Yojana (PMKVY) should be expanded, focusing on specific skills required
by fast-growing sectors such as IT, telecommunications, healthcare, and manufacturing.
Partnerships with industry stakeholders can help design curricula that align with the
real-world requirements of businesses.

Strengthening Entrepreneurship Ecosystem: Encouraging entrepreneurship, especially
in rural areas, can play a vital role in inclusive growth. Policies should promote the
establishment of startups, particularly in rural and semi-urban regions, and offer
financial assistance, mentorship, and market access to young entrepreneurs.
Strengthening incubators and innovation hubs can support the growth of new business
ventures, providing employment and boosting local economies.

Social Protection Policies: In order to ensure inclusive growth, policies should be aimed
at protecting vulnerable sections of society, including informal sector workers and those
dependent on agriculture. Universal health coverage, pension schemes, and social
security for migrant laborers, women, and children can ensure a safety net for those
affected by economic transitions.

7.4. Supporting Innovation and Technological Adoption in Services

India’s services sector has been the driving force behind its economic transformation. Policies
should focus on supporting innovation and the widespread adoption of technology in this sector
to maintain its global competitiveness.

>

Incentives for Digital Infrastructure: The government should continue to support the
expansion of digital infrastructure, including high-speed internet access, especially in
rural areas, to ensure that the services sector is accessible to a larger portion of the
population. Providing incentives to companies that invest in digital services or establish
BPOs in tier 2 and tier 3 cities can help create jobs and foster innovation.

Encouraging R&D and Innovation: To strengthen the service economy, there is a need
for greater emphasis on research and innovation in areas like Fintech, EdTech, and
HealthTech. Government initiatives such as Startup India should be tailored to provide
funding, mentorship, and access to global markets for services-oriented startups.

Improvement in Service Quality and Standards: While India’s services sector is
growing rapidly, there is still room for improvement in terms of service quality. Policies
should encourage the development of service standards in areas such as tourism,
healthcare, and education. Certification programs, quality control measures, and
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customer satisfaction standards can help India maintain its reputation as a leader in
global services.

» Facilitating Global Market Access: To make India a global leader in services, the
government should negotiate trade agreements that facilitate market access for Indian
service providers in sectors such as IT, healthcare, and education. Establishing trade
partnerships and creating service export hubs in key sectors can help India capitalize on
its competitive advantage.

8. Conclusion

India’s economic transition over the past several decades reflects a remarkable shift from a
primarily agrarian economy to one that is increasingly driven by services and industry. This
transformation has been pivotal in shaping the nation’s growth trajectory and positioning it as
one of the world’s largest economies. The agricultural sector, which once dominated the Indian
economy, has gradually declined in its share of GDP, giving way to the burgeoning industrial and
services sectors. This shift is not just quantitative but also qualitative, as it has led to new
economic opportunities, job creation, and increased global competitiveness, particularly in
sectors such as IT, finance, and telecommunications. However, the journey towards structural
transformation has not been without its challenges. The agricultural sector, despite its shrinking
contribution to GDP, remains a critical part of India’s socio-economic fabric, particularly in
terms of employment and rural livelihoods. The industrial sector continues to face
infrastructure and regulatory bottlenecks, while the services sector, though flourishing, requires
sustained innovation and digital infrastructure to maintain its competitive edge. The synergy
between agriculture, industry, and services is essential for India’s continued economic growth. A
strong agricultural base supports the industrial sector by providing raw materials, while the
growth of industries creates demand for services. Likewise, the expanding services sector drives
demand for goods, especially in sectors like healthcare, education, and finance. A balanced and
integrated approach across all three sectors will ensure that economic growth is sustainable and
inclusive, benefiting both urban and rural populations. To achieve sustainable and inclusive
growth, India must focus on several key areas. Enhancing agricultural productivity through
technological innovations, improving infrastructure, and strengthening farmer welfare
programs will ensure that agriculture continues to play a vital role in the economy. In industry,
further policy reforms to ease business regulations, improve logistics, and encourage
investment in R&D will support industrial growth. For the services sector, continued investment
in digital infrastructure, research, and global market access will help India maintain its position
as a leader in global services.
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