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Abstract 

The Indian economy has seen a rapid increase of the service sector share in its GDP since the 

early 1990s or during the post-reforms period. The manufacturing sector share in output 

stagnated during the same period. The period did not see a commensurate increase in the 

employment share of the service sector and the manufacturing employment share also remained 

largely stagnant. With this backdrop this paper makes an attempt to understand the growth 

process associated with the evolution of India’s economic structure during the post-reform 

period. This is done by analyzing the production and demand linkages between the 

manufacturing and service sectors using the available Input-Output Transactions Tables (IOTT) 

for India since the post-reform period i.e. post-1991. This is an important exercise in the Indian 

context and such an exercise has not been previously undertaken. The paper draws theoretical 

insights from the classic works of Albert O. Hirschman and Nicholas Kaldor which provide 

theoretical foundation for the analysis in this paper from a structuralist perspective. The usage of 

Input-Output techniques to assess production and demand linkages between manufacturing and 

services and their evolution over time can be seen in works of Park (1987), Park & Chan (1989), 

Guerrieri & Meliciani (2005) and Tregenna (2008) for various developed and developing regions 

in the world. This paper makes an attempt to evaluate the Indian experience with the backdrop 

provided by these studies. The paper finds some crucial aspects of structural change in India 

through this analysis which contributes to the debate on sectoral drivers of economic growth and 

structural change particularly in India and for the developing economies in general. The major 

findings of the paper include the declined importance of services as an input in the production 

structure and its limited contribution in stimulating output and employment in other sectors as 

compared to the manufacturing sector given this has been a period of rapid service sector growth 

in India. This also holds true for technologically intensive modern services like Information and 

Communication Technology services which have been largely driven through exports from 
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India. The paper finds a greater role of final demand as a source of service sector demand and a 

rapid rise of services share in aggregate private consumption during this period. This is 

uncharacteristic to India’s level economic development seen the in light of international 

experience. The analysis of this paper points towards a co-evolutionary process between income 

inequality and the output and employment structure of the Indian economy. Further research 

seems to be warranted to explore the link between the production structure in India and the 

demand pattern adequately in order to understand the causal channels of this process. This shall 

provide important insights regarding the employment and distributional implications of the post-

reform growth process of the Indian economy.  
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