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Pre-mature Servicification of Consumption
Demand and India’s Service-led Growth

Satyaki Roy"

[Abstract: Structural change in the economy signifies changing relative shares of output and
employment by sectors. The change is assumed to be linked with per capita income of countries as
relative importance of agriculture, industry and services in consumption expenditure changes with
rising income. In case of India the share of industry particularly that of manufacturing both in terms of
value added and employment didn’t decline rather decadal average growth rates in two decades of the
past four decades considered were higher than that of services. India did face de-industrialisation during
the colonial period but during the recent past industry’s share didn’t show any decline in output or
employment. But the pre-mature rise in the share of services in both counts can be explained by the fact
that services account about half of the private final consumption expenditure and the share of durable
and semi-durable goods account only ten per cent of average consumption basket. This paper argues
that this early servicification of consumption with a low industry share in value added had not been the
trajectory of structural change in countries which are India’s peers and experienced faster growth in per
capita income. Moreover, in the recent past the productivity indicators in the destination sectors shows
a declining trend. In fact, services growth manifests low base in high value-added activities and hence
increasing absorption of employment comes with declining productivity.]

Satyaki Roy, Associate Professor at ISID.
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