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ABSTRACT

The three main sectors of the any economy
are Primary, Secondary and Tertiary sectors. The
primary sector includesall those activitiestheend
purpose of which consists in exploiting natural
resources. agriculture, fishing, forestry, mining
deposits. The secondary sector produces goods
from the natural products within the primary
sector, it consistsof processing, manufacturing and
construction companies. Thetertiary sector of the
economy, generally known as the service sector
consists of financial services, transportation,
communications, health servicesand consultation
etc. Service sector isthe Growth Engine of Indian
Economy. The service sector has played an
important role in India’s economic development
and as a share of GDP. The service sector
contributes 53% of India’s GDP. India is a service
lead growth economy. The service sector brings
down the cost of industrial and agricultural
products. At the sametime, improving their quality
and making their supply and access possible to
the consumer. regulated service market will
facilitate technol ogical devel opment, skill building
and achieving modern economy. This study
describestheincreasing contribution of the service
sector to the economic development, Foreign
Direct Investment in the service sector, various
major Import and Export services of India, and
growth prospects of the service sector in
international market. In the research paper, an
analytical study of various programsbeing run by
the Government to increase service exports has
been done. The purpose of the research paper isto
study the contribution of the service sector to the
international market. Theincreasing contribution
of the service sector in employment generation
also indicatesthat this sector isimportant not only
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for sustainable development but also for employment, international trade, and other primary and
secondary sector’s development. The purpose of the research paper is to study the service sector from
an international perspective.

KEY WORDS
Service Sector, FDI, I nter national Trade, Economic Growth, Devel opment.

INTRODUCTION

Generdly, asany economic progressesit transmutesitself from an agriculture-based economy to an
industrialized economy and finally into aservicelead economy. But in Indian case, theindustrial sector
development could not take place as envisaged by our policy makers. The share of agriculture sector asa
percentage of GDP has come down from 53% in 1950-1951 to around 15% in 2017-18. On the contrary,
theshare of serviceshasincreased from 30% to 54% during the same period. Thistransition of economy from
agriculture sector to service sector iscalled serviceled growth phenomenon.

The service sector has played an important rolein international trade. According to the Economic
Survey, service exports grew by 21.6% during the first half of the year 2021-22. India’s share in world
commercia servicesexportsroseto 4.1%in 2020. Indiahasaprominent placeinthe export of servicesinthe
world. It remained in thetop 10 service exporting countriesin theyear 2020. Indiaisaservicelead growth
economy. The rapid growth in the service sector indicates that India’s promotion of various services in
international trade will be conducive to the economic development of the country. The country’s business
activitieshave acce erated dueto the expansion of variousIndian servicesin theinternationa market.

Review of Literature

Service sector empowering our economy through employment generation, providing varietiesof service
and customer satisfaction. Vander merwe& Chadwick (1989) recognizestheimportance androle of good
componentsin servicesector. Rachna S. Singh providereasonsfor thegrowth of serviceinIndia. Economic
Liberdization, Market orientation, changing therole of women, export potentia etc, are someof thereasons
for the growth of Indian service sector. Das& Raut (2014) found that the service sector employsawide
range of staff, including professiona fromalarge number of academic background. Thegrowthinoutputin
the sector inrecent timeshasmaostly comefrom therapid devel opment of skill intensveserviceintheinformeation
technology and professional service segments.

Objects of the Study

To study the contribution of service sector in Economic Development of India.
To study thevarious Import and Export Servicesof India.

To study the FDI in service sector.

To study the contribution of Service Sector in International Market.

. Tostudy the growth prospects of the service sector ininternationa market.

a s~ wbdnpeE

Research Methodology

Thedataiscollected from secondary sourceswith theaid of Books, Newspaper, Magazine, Journdls,
internet and Economic Survey reportsof India

Service Sector- The Growth Engine of Indian Economy

The service sector hasbecome thefastest growing economic sector in India. The service sectorswhich
contribute nearly 53% of GDP employs nearly onefourth of work force. The share of service sector inthe
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workforceincreased from 20.5% during 1991 to 26.7% during 2011. In the process of economic devel opment,
the contribution of service sector in GDP and employment increases.

Service Sector and International Trade

The service sector has also played an important role in the field of international trade. India’s service
exportsduring 2021-22 grew by 18.4% over the same period one year ago and grew by 11.0% over 2019
to US$ 177.7 billion, and exceeded pre-pandemic levels. The main reason for this has been the head three
services, whichinclude computer, Businessand Transportati on services, which account for morethan 80% of
thetotal export services. Serviceimportsduring the same period increased by 21.5%to US$103.3 hillionas
compared to the same period oneyear ago. Theincreaseinimports of serviceshas been mainly dueto trade.
Transportation, travel and payment for computer services.

ServiceTrade

In Billion US$

2020-21| 2021-22

Import and Export | 2019-20
Service Export 213 206.1 | 177.7

Servicelmports 128 1775 | 103.3
(Source: RBI and Commerce Department)

Service Exportsand Imports
India’s Export and Imports of Services 2021-22(Q2)

US$Million
S.No. | Sector Export Import
01 | Manufacturing serviceon physicd inputsowned by others 75 16
02 | Maintenance and Repair’s Service n.i.e 74 418
03 | Transport 7584 8181
04 | Traved 2147 3919
05 | Congruction 716 715
06 | Insuranceand pension service 796 575
07 | Financid Service 1303 1463
08 | Chargesfortheuseof Intellectual Property n.i.e 202 2189
09 | Tdecommunication, Computer & Information services 3082329965 | 36513184
of which: Computer Service
10 | Other Business Service* 13858 12457
11 | Persond Cultura andrecreationa service 713 1243
12 | Government goodsand servicesn.i.e 217 198
13 | Others 2915 811

(Source: Reserve Bank of India)

Note: *As Per the IMF Manual on (BPM6) “Other Business Services” are classified under three broad
heads. Research and Devel opment services, professiona and M anagement Consultancy servicesand technica
traderelated and other business services.
Service congtitutesthefastest growth sector ininternational trade and take many forms:
»  Tourismand Transportation
»  Seviceperformance
» Assetuse
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Tourism and Transportation
Tourism and transportation areimportant source of revenuefor airlines, shipping companies, travel
agenciesand hotels.

Service Performance

Some serviceincuding banking, insurance, renta , engineering and management services, Net earnings
intheform of fees payment for the performance of those services. For example, companiesreceivefeesfor
engineering and management services.
Asset Use

Companiesreceiveroydtiesfrom licensing agreements, whereby the allow othersto use some assets,
such astrademarks, patents, copyrightsor expertise. Companiesa so receiveroyaltiesfrom franchising, a
contract inwhich acompany assistsanother on acontinuous basisand allowsuseof itstrademark.

Service trade performane by sub sectors
(n percent)

1
transpostation e SN ftware services busnessservies financial srv
- traf T hor r = GNIE = software senvices = business services fnancial srvice

Note: Government not included el sewhere (GNIE)' represent remittances towards maintenance of foreign
embassies, diplomatic missionsand internationa/ regiond ingtitutions, while paymentsrecord the remittances
on account of mai ntenance of embassies and diplomatic missionsabroad.

FDI Inflows into Service Sector

Servicesector isthelargest recipient of FDI (Foreign Direct Investment) inflowsin India. Accordingto
the World Investment Report 2021 by UNCTAD, Indiawasthe fifth largest recipient of Foreign Direct
Investment in 2021. In 2020-2021, Indiaregistered highest ever annua FDI inflowsof US$81.97 Billion.
During H1 2021-22 service sector received US$ 16.73 Billion FDI equity inflows. Thisisover 29% lower
than the FDI equity inflowsinto service sector in the corresponding period last year. Thisfall isdriven by

computer software & hardware sub sector.
Sectors Attracting Highest FDI Equity Inflows
(Share in Percent 2021-22 H1)

» Computer softwar & hardware « Automobile Industry Service Sactor Trading  ® Telscommunication
(Source: DPIT)
Note: Servicesector includesFinancia, Banking, Insurance, Non-financial/ business, Outsourcing, R&D,
courier Tech.
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Findings

> The service sector employs nearly one fourth of work force and contribute 53% of India’s GDP.

> Inthefield of International Trade service exportsgrew by 18.4% and serviceimportsincrease by
21.5% during 2021-22.

»  AccordingtotheWorld Investment Report 2021, Indiawasfifth largest recipient of FDI. Highest FDI
inflowsin Computer software and Hardware sector.

»  Reasonfor increasing service exports has been the head three serviceswhich include computer hardware
and software, businessand transportation.

»  Theinformation Technol ogy- Business Process Management (I T-BPM) sector ismajor segment of
India’s services.

Discussion

Thedeve opment processof dl countriesisdifferent. Thedevel opment process dependson the population,
natural resources, technological progress and the socio-palitical and economic environment of that country.
Becausetheservicesector inIndiaisgrowing rapidly therefore, variouseffortsarebeing made by the Government
of Indiatoincrease service exportsand expand the service sector. Presently for the comprehensive devel opment
of the service sector various proj ectsare being undertaken which areasfollows:

»  Electronic platformfor preferentia certificateof origin (CoO).
Infusion of capitd in Exim Bank.

Market accesslInitiatives(MAL).

Specia Economic Zone (SEZ) Scheme.

Emergency credit lineguarantee scheme (ECGS).

Pradhan Mantri Gati Shakti National Master Plan (NMP).
Sagarmaaprogram.

Startupsin Indiahave grown remarkably over thelast six year, most of these belongto the service
sector.

The strong growth witnessed in servicesexports may also be attributed to key reforms undertaken by
Government, whichinter diaincludeliberdizing the Other Service Providers (OSPs) in November 2020 and
further in June 2021 announcing reform packagefor Telecom sector to infuseliquidity, encourageinvestment
and reduce regulatory burden on the telecom service providers. If the various projects being run by the
Government of Indiaare successfully implemented, then multifaceted devel opment ispossiblein them.

CONCLUSION

W Regulated servicesmarketsensure accessto skill, technol ogy, information, fundingsand market in
amodern, increasingly digita economy. Intermediate servicesreduce costs, improvequdity and match suppliers
and customersaround theworld. Moving up the value chain, therefor dependson alocal businessservice
sector opentoidess, skill and investment from cutting edgefirmswherever they may befound.

YV VYV V VY VYV

Suggestion

It issuggested that successful implementation of various projectsto strengthen thebusinessside of the
servicesector. Effort should be madeto increase service exportsand reduce theimports. Instead of importing
servicesfrom abroad, try to get these servicesin the country itself. Infrastructure should be devel oped to
promotetourism.
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