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Abstract

The digital economy is also emerging as a key driving force behind India's ambitious $5 trillion
economy vision. The past decade has witnessed digitalization transforming the core sectors of
healthcare, education, finance, retail, transport, and agriculture on the back of technologies like
cloud computing, artificial intelligence, machine learning, and the Internet of Things. This
paper examines India's economic growth through digitalization's multicultural contribution by
examining government action, technology adoption, sectoral performance, and encountering
challenges. The examination is put into perspective by the occurrence that the digital economy
produced more than 11% of India's GDP in 2022-23 and is anticipated to contribute to almost
one-fifth of national income by 2029-30. Some of the key learnings are rapid development of
digital platforms, digital inclusion and productivity increases, and challenges in terms of
infrastructure deficiencies, talent gaps, cyber-attacks, and data privacy issues. Digitalization is
envisioned as a force for transformation that boosts economic productivity, service quality, and
innovation and hence lies at the center of facilitating India to achieve its $5 trillion goal.
Objectives

1. To analyze the advantages and challenges of digitalization in India.

2. To evaluate the contribution of the digital economy toward India’s $5 trillion economic

target.
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3. To review the impact of digital technologies on key economic sectors.

4. To explore future prospects and strategies for digital economy expansion.

Methodology

This study adopts a qualitative and quantitative mixed-methods approach to

comprehensively assess the impact of digitalization on India’s economic growth. The

methodology includes:

Literature Review: Examination of academic journals, government reports, and industry
publications to understand digital economy growth.

Secondary Data Collection: Data sourced from Press Information Bureau (PIB),
Ministry of Electronics & IT (MeitY), ICRIER, IAMAL, and industry reports.

Data Analysis: Tabulation and trend analysis of data relating to GDP contributions,
workforce, industry growth, payments, internet penetration, and sector contributions.
Interpretation: Integrated assessment of data and literature to identify growth patterns,
drivers, and challenges.

Review of Literature

Aleksandrova et al. (2022): Highlighted digitalization’s role in productivity, industrial
upgrading, and employment increases, stressing supportive policies as important.
Fernandes (2018): Detailed government digital payments and Aadhaar’s positive effect
on financial inclusion and cashless transactions in India.

Ward & Zheng (2016), Dewan & Kraemer (2000): OECD studies showing internet
adoption improves GDP universally, though benefits depend on development levels.
Bukht & Heeks (2017): Discussed measurement challenges of digital economy but noted
fastest growth in developing nations.

Zhang (2022): Argued that technology’s benefits are maximized when paired with

inclusive socio-economic growth policies.

Data Analysis
Table 1 :Key Digital Economy Indicators (2024-25)
Indicator Value / Trend
GDP Contribution 11.74% in 2022-23; projected 13.42% by
2024-25
Internet Connections 969.6 million (2024)
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5G Towers Installed 474,000 (covering 99.6% districts)
Digital Payment | 1,867.7 crore worth %24.77 lakh crore
Transactions (April 2025)

Rural Internet User Growth | Rural users growing twice as fast as urban
Rate

Source: MeitY Report 2025; ICRIER Report 2025
Analysis:
Rapid 5G rollout and internet penetration are driving digital adoption, with rural growth
bridging the urban-rural digital divide significantly.
Table 2:Sector-wise Contribution to Digital Economy GVA (2022-23)

Sector Contribution
(%)

Digital Enabling Industries (ICT, Electronics) 7.83

New Digital Industries (Platforms & Intermediaries) 2.0

Digitally Transformed Traditional Sectors (Banking, Finance, | 2.0
Retail, Education)

Source: PIB 2025
Analysis:
ICT and electronics lead digital economy contributions, while emerging digital platforms and
traditional sectors show increasing digital integration.
Table 3:Digital Payments Growth (2023-2024)

Metric 2H 2023 2H 2024

UPI Transaction Volume | 65.77 93.23 billion (42% growth)
billion

Transaction Value (INR | 99.68 130.19 trillion (31% growth)

T) trillion
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SoftPOS Usage Growth - 23% increase in POS terminals

Source: Worldline India Digital Payments Report 2024

Analysis:

Digital payments continue significant growth, supported by expansion of POS infrastructure
enabling easier merchant access

Table 4:Internet Penetration and User Base (2025)

Indicator Value / Trend

Internet Users 806 million (Jan 2025)
Penetration Rate 55.3% of total population

Rural Internet Users 488 million (55% of total users)

Rural User Growth Rate | Twice the urban growth rate

Gender Distribution Women comprise 47% of users
Source: DataReportal 2025; IAMAI-KANTAR 2025; ICRIER 2025

Analysis:

Internet use is increasingly inclusive, with rapid rural uptake and near gender parity
representing balanced digital empowerment.
Government Initiatives Driving Digital Economy
e Digital India, Startup India, PMGDISHA digital literacy program.
e UPI and Aadhaar integration fostering financial inclusion.
e Common Service Centres (CSCs) providing access to 400+ digital services nationwide.
¢ National Electronic Toll Collection (NETC) using RFID for toll payments.
e Investments in cloud infrastructure and Al strengthening digital ecosystems.
Source: Government of India Reports 2025
Analysis:
These initiatives provide a vital foundation for digital infrastructure, literacy, and inclusive
growth, enabling widespread digital economy participation.
Conclusion
Digitalization is at the forefront of India’s economic transformation, fueling innovation,
productivity growth, and greater financial inclusion. Supported by impactful policy initiatives

and robust infrastructure growth, the digital economy is set to play a vital role in achieving the

Copyright@2025 Scholarly Research Journal for Humanity Science & English Language



Aswathanarayana A & Dr. K C Muddagangaiah (Pg 54-58) | 58

$5 trillion GDP target. Though challenges like cybersecurity and skill gaps persist, continuing
strategic efforts foster confidence in a thriving and inclusive digital future for India.
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