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The Indian Economy: Scale, Structure and
the Productivity Question
How sectoral change, firms, work and capabilities determine whether growth raises
living standards
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Direct answer. India is a large, fast-growing and service-intensive economywhosemod-
ern firms coexist with a much larger world of agriculture, construction, household enter-
prises and informal work. Aggregate GDP therefore gives only the first layer of the de-
velopment story. Sustained convergence requires productivity growth within sectors and
movement of workers and capital towardmore productive firms and places, while expand-
ing secure employment, especially for women and young people. The relevant evidence
combines real value added, employment and hours, labour income, investment, firm dy-
namics, household consumption and regional outcomes.
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1 Framework and statistical sources

The review integrates national accounts, PLFS labour indicators, enterprise surveys, RBI
KLEMS productivity data and household welfare evidence. Each source has a distinct popula-
tion, concept and revision cycle.

2 Sectoral composition

India’s service intensity combines highly productive modern activities with traditional and pub-
lic services. Agriculture retains a large employment role, while manufacturing and construction
offer different pathways out of low-productivity work.

3 Structural transformation

Development arises both from productivity improvement within industries and reallocation
across sectors, firms and places. India’s historical gains have relied heavily on within-sector
growth, especially in services, while labour reallocation has been slower.

4 Firms, informality and productivity dispersion

Legal registration, tax status, contracts and social protection are separate dimensions. Wide
firm-productivity dispersion suggests gains from technology diffusion, competitive markets, in-
frastructure and better resource allocation rather than formalisation as an end in itself.

5 Labour quantity and quality

Usual and weekly employment measures should be read with earnings, hours and status. Fe-
male participation, youth transitions and unpaid family work reveal constraints that an unem-
ployment rate alone cannot capture.

6 Capital, technology and integration

Investment contributes when complementary skills, infrastructure and institutionsmake assets
productive. Trade and imported inputs can support scale and learning, while domestic services
add value to manufactured exports.

7 Regional and urban dynamics

State and city systems differ in industrial mix, human capital and administration. Agglomera-
tion can raise productivity, but housing, transport and environmental costs determine who can
participate.
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8 Measurement and policy implications

Rebasing, deflators, informal-sector estimation and survey redesign affect trends. Policy should
use a transparent dashboard and test reforms against productivity, employment, distribution
and fiscal cost rather than one headline growth rate.

9 Evidence assessment

Strong India combines high-productivity modern sectors with a large
workforce in lower-productivity and informal activities.

Strong Sustained income convergence requires productivity growthwithin
sectors and productive reallocation across firms, sectors and
places.

Probable Better urban systems, female employment, trade integration and
small-firm capability can materially raise the pace and inclusive-
ness of transformation.

Contested The precise scale of recent employment-quality improvements and
informal-sector productivity, given measurement and classifica-
tion limits.

Unsupported The claim that aggregateGDPgrowth alone proves broad-based im-
provement in productive work and household living standards.

10 Conclusion

India’s development question is how a vast and diverse economy converts growth into produc-
tive capability at scale. Services are a major strength, agriculture remains central, manufactur-
ing has unrealised employment potential, and cities and states shape access to opportunity. The
test is sustained productivity joined to rising real household resources and secure participation,
measured with transparent sectoral, labour and distributional evidence.
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This paper is an evidence review for public scholarship.
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