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Abstract : India is on an ambitious journey to achieve a $5 trillion economy, driven by
rapid digital transformation, infrastructure development, and industrial growth. This
article explores the key drivers, opportunities, and challenges in India's economic
trajectory. Major opportunities include technological advancements, manufacturing
expansion under ‘Make in India,’ rising consumer demand, and renewable energy
investments. However, India faces significant challenges such as unemployment, income
inequality, inflation, fiscal deficit, global economic uncertainties, and climate change.
Addressing these hurdles through policy reforms, investment in human capital, and
sustainable development strategies will be crucial for achieving long-term economic
stability and growth. The study highlights the need for inclusive economic policies to ensure
that growth benefits all sections of society. With strong policy interventions, investment-
friendly initiatives, and global partnerships, India can successfully navigate its challenges
and emerge as a global economic powerhouse.
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Introduction demographic dividend, with over 65%

India’s aspiration to become a
$5 trillion economy reflects its
ambition to emerge as a global
economic powerhouse, driven by
structural reforms, industrial
expansion, and digital transformation.
As of 2024, India’s Gross Domestic
Product (GDP) stands at
approximately $3.8 trillion, making it
the fifth-largest economy in the world
(International Monetary Fund [IMF],
2024). To achieve this milestone,
India needs a sustained annual
growth rate of 7-8%, supported by
robust policy frameworks,
infrastructural advancements, and
technological innovation.

One of the key drivers of
India’s economic progress is its

of the population under the age of 35
(World Bank, 2023). This young
workforce presents a significant
opportunity for increasing
productivity and innovation.
Additionally, government initiatives
like ‘Make in India” and ‘Atmanirbhar
Bharat’ aim to strengthen domestic
manufacturing and reduce
dependence on imports, thus
contributing to economic expansion
(Ministry  of  Finance, 2024).
Furthermore, advancements in the
digital economy, with the rapid
adoption of UPI payments, e-
commerce, and artificial intelligence,
are fostering financial inclusion and
business efficiency.

However, India faces critical
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challenges that may hinder its
progress. Issues such as high
unemployment, income inequality,
and infrastructure bottlenecks pose
significant roadblocks (RBI, 2024).
Moreover, trade restrictions,
fluctuating global economic
conditions, and climate change
concerns require strategic policy
interventions to sustain growth
momentum (World Economic Forum,
2024). In addition, the agriculture
sector, which employs nearly 45% of
the workforce, needs modernization
to improve productivity and rural
incomes (NITI Aayog, 2023).

1. Background of the Study

India’s economic landscape
has undergone a  significant
transformation over the past few
decades, transitioning from an
agrarian-based economy to a rapidly
growing industrial and service-
oriented economy. Since the economic
liberalization of 1991, India has
witnessed remarkable progress in
various sectors, leading to increased
foreign investments, higher GDP
growth, and improved global
competitiveness (Panagariya, 2023).
However, the nation still faces
structural and policy challenges that
hinder its full economic potential.

The Indian government has
set an ambitious target of achieving a
$5 trillion economy, a vision that
emphasizes  sustained economic
growth, employment generation,
industrial expansion, and
technological advancements (Ministry
of Finance, 2024). As of 2024, India’s
Gross Domestic Product (GDP) is
approximately $3.8 trillion, making it

the fifth-largest economy in the world
(International Monetary Fund [IMF],
2024). To reach this milestone, India
needs to maintain an annual GDP
growth rate of around 7-8%, which
requires significant policy
interventions, infrastructural
development, and investment in key
sectors (World Bank, 2023).

One of the major strengths of
India’s economy is its young and
dynamic workforce, with over 65% of
the population under the age of 35
(NITI Aayog, 2023). This demographic
advantage  provides a  strong
foundation for economic expansion,
particularly in sectors such as
technology, digital economy, and
manufacturing. Additionally,
initiatives like ‘Make in India’,
‘Atmanirbhar Bharat’, and ‘Digital
India’” aim to boost industrial
productivity, reduce import
dependency, and enhance digital
infrastructure (Ministry of Commerce
& Industry, 2023). Despite these
opportunities, several challenges
continue to pose roadblocks to

economic growth. High
unemployment rates, income
inequality, low agricultural

productivity, and infrastructure
deficits are some of the pressing
issues that need urgent attention
(Reserve Bank of India [RBI], 2024).
Moreover, global economic
uncertainties, trade restrictions, and
climate change concerns further add
to the complexity of achieving a $5
trillion economy (World Economic
Forum, 2024).

2. Insights on India’s Road to a $5
Trillion Economy
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To understand India’s
progress towards becoming a $5
trillion economy, it is essential to
analyze key macroeconomic
indicators. The following tables
provide a sector-wise breakdown of
growth trends, foreign investment,
infrastructure spending, and
employment patterns to highlight the
opportunities and challenges ahead.

Sectoral Contribution (2015-2024)

India’s Gross
Product (GDP) has witnessed steady
growth over the past decade, despite

temporary setbacks

Domestic

such as the

COVID-19 pandemic. In 2019, India’s

GDP surpassed $3

trillion, and

projections suggest it could reach $4.3
trillion by 2024, with an estimated
6.8% growth rate (Ministry of

3.1 India’s GDP Growth and Finance, 2024).
GDP Agriculture Industry Services Total
Year Growth Contribution Contribution Contribution | GDP (USD
Rate (%) to GDP (%) to GDP (%) to GDP (%) Trillion)
2015 8.0 18.5 29.7 51.8 2.1
2016 8.3 17.9 30.1 52.0 2.3
2017 7.0 17.5 30.5 52.2 2.6
2018 6.1 17.2 30.8 52.0 2.9
2019 4.2 17.5 30.3 52.2 3.1
2020 -7.3 18.6 27.0 54.4 2.6
2021 8.7 18.3 28.8 52.9 3.1
2022 7.2 18.1 29.2 52.7 3.5
2023 6.5 17.8 30.0 52.2 3.9
2024* 6.8 17.5 30.5 52.0 4.3
The sectoral composition of like ‘Make in |India’ and the

GDP indicates that the services sector
is the primary driver of economic
growth, consistently contributing
over 50% of GDP. This includes
industries such as IT, banking,
telecommunications, and real estate,
which have expanded significantly
due to digital transformation.
Meanwhile, the industrial sector
accounts for approximately 30.5% of
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Incentive (PLI)

scheme. Despite its importance in

employment

generation,

the

agriculture sector contributes around
17-18% to the total GDP, highlighting
the need for modernization and

productivity enhancement
sector (World Bank, 2024).

in this

3.2 Foreign Direct Investment (FDI)
GDP_in 2024, supported by policies  and EconomicGrowth
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Foreign Direct Investment
(FDI) plays a crucial role in India's
economic expansion by bringing

capital, technology, and employment
opportunities.

Table 2: Foreign Direct Investment (FDI) Inflows in India by Sector (2015-2024)

Sector 2015-16 2017-18 2019-20 2021-22 2023-24
(USD Bn) (USD Bn) (USD Bn) (USD Bn) (USD Bn)*
IT & Software 5.4 7.8 9.4 14.6 17.2
Automobile 3.2 5.6 6.9 7.2 9.1
Manufacturing 6.1 8.2 11.3 13.9 16.4
Pharmaceuticals 1.5 2.9 3.7 6.8 7.5
Retail & E- 2.8 4.5 6.8 9.3 11.7
commerce
Total FDI Inflows 441 55.6 74.3 83.6 90.5

Data Source: Department for Promotion of Industry and Internal Trade [DPIIT], RBI,

UNCTAD

According to the Department for
Promotion of Industry and Internal
Trade (DPIIT), total FDI inflows
increased from $44.1 billion in 2015
to an estimated $90.5 billion in 2024.
The IT & Software sector has been the
top recipient of FDI, reflecting the
growing demand for digital services
and software exports. In 2024 alone,
this sector attracted $17.2 billion in
investments. Similarly, the retail and
e-commerce industry has seen
significant FDI growth, reaching $11.7
billion, driven by rising internet
penetration and policy liberalization.
The manufacturing and automobile
industries have also benefited, with
investments spurred by government
incentives for electric vehicles (EVs)

and local production (RBI, 2024).
These investment trends suggest that
India remains an attractive
destination  for global capital,
particularly in technology,
manufacturing, and consumer-driven
industries. Strengthening investment-
friendly policies and improving ease
of doing business will be essential for
sustaining FDI inflows and driving
economic growth.

3.3 Infrastructure Investment and
Economic Development

Investment in infrastructure is
a critical component of economic
growth, as it enhances productivity,
reduces costs, and attracts
investment.
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Table 3: India's Infrastructure Investment (2016-2024)

Sector 2016-17 2018-19 2020-21 2022-23 2024-25
(INR Lakh (INR Lakh (INR Lakh (INR Lakh (INR Lakh
Cr) Cr) Cr) Cr) Cr)*
Highways & 1.2 1.8 2.3 2.9 3.5
Roads
Railways 1.0 1.6 2.1 2.7 3.2
Smart Cities 0.3 0.5 0.8 1.2 1.6
Mission
Digital 0.7 1.1 1.8 2.3 2.9
Infrastructure
Renewable 0.5 0.9 1.4 1.9 2.5
Energy
Total Infra 5.6 8.3 11.2 14.6 18.0
Investment

Data Source: Union Budget, Ministry of Road Transport and Highways, NITI Aayog

Over the past decade,

India's

infrastructure spending has increased
significantly, from 5.6 lakh crore in
2016 to X18.0 lakh crore in 2024
(Union Budget, 2024). Key areas of
infrastructure development include
transportation, digital connectivity,
and energy. The roads and highways
sector received an allocation of X3.5
lakh crore in 2024, reflecting the
government’s push for improved
logistics and freight movement.
Additionally, investment in digital
infrastructure has grown from 0.7
lakh crore in 2016 to X2.9 lakh crore
in 2024, supporting India's transition

to a digital economy. The
government’s emphasis on renewable
energy has also led to a fourfold
increase in investments, promoting
sustainability and reducing
dependence on fossil fuels (NITI
Aayog, 2024).

3.4 Employment Trends and Economic
Growth

Employment generation is a
crucial factor in determining the
success of India’s economic growth
strategy.

Table 4: India’s Unemployment Rate and Job Market Trends (2015-2024)

Year Overall Urban Rural Youth
Unemployment Unemployment Unemployment Unemployment
Rate (%) (%) (%) (15-24 yrs, %)
2015 5.0 6.2 4.5 10.1
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2016 4.9 6.0 4.4

2017 4.8 5.8 4.3 9.5
2018 53 6.5 4.7 11.0
2019 5.8 7.2 5.0 12.5
2020 9.1 11.2 8.0 16.5
2021 7.6 9.3 6.5 14.2
2022 6.4 7.8 5.7 12.0
2023 6.1 7.2 55 11.3
2024* 5.8 6.9 5.2 10.5

Data Source: Centre for Monitoring Indian Economy [CMIE], International Labour
Organization [ILO]

(ILO, 2024).

While India has made progress in

job creation, challenges remain in 4. Opportunities for $5 Trillion
urban unemployment and youth Economy
employment. The overall 4.1. Digital Economy and Technological
unemployment rate peaked at 9.1% in Advancement

2020 due to the pandemic but has
since declined to 5.8% in 2024 (CMIE,
2024). However, the youth
unemployment rate (ages 15-24)
remains high at 10.5%, signaling a
need for better skill development
programs and job opportunities.
Urban unemployment is also higher
(6.9% in 2024) compared to rural
areas (5.2% in 2024), reflecting the
unequal distribution of job
opportunities. Initiatives such as Skill
India, Start-up India, and MSME
support programs are crucial for
bridging the employment gap and
ensuring inclusive economic growth

India’s digital transformation
is a major driver of economic growth.
The IT and software services sector
contributed $194 billion in exports in
2024, making India a global tech hub
(NASSCOM,  2024). Government
initiatives like Digital India, 5G
expansion, and Al-driven automation
are expected to boost productivity
and efficiency across industries. The
rise of e-commerce and fintech has
also fueled innovation, attracting
significant FDI and promoting
financial inclusion.

4.2. Manufacturing and ‘Make in India’

The manufacturing sector is
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gaining momentum with initiatives
like ‘Make in India’ and the
Production-Linked Incentive (PLI)
scheme, attracting investments in
electronics, automobiles, and
pharmaceuticals. India’s
manufacturing output grew by 8.3%
in 2024, and the sector’s contribution
to GDP is expected to rise to 25% by
2030 (DPIIT, 2024). The growth of the
electric vehicle (EV) industry and
semiconductor  production  also
presents a significant opportunity.

4.3. Infrastructure Development and
Urbanization

India’s infrastructure
spending has increased from 35.6
lakh crore in 2016 to ¥18.0 lakh crore
in 2024, with a focus on roads,
railways, and smart cities (Union
Budget, 2024). Mega projects like
Bharatmala, Sagarmala, and Gati
Shakti are improving connectivity,
reducing logistics costs, and boosting
industrial productivity. Urbanization
trends, with an expected 40% of
India's population living in urban

Renewable Energy and

Sustainability Initiatives

India has committed to
achieving 50% of its energy capacity
from renewable sources by 2030
(MNRE, 2024). Investments in solar,
wind, and green hydrogen have
grown, with $20 billion allocated to
clean energy projects in 2024. This
shift not only helps achieve
sustainability goals but also creates
employment in emerging green
industries.

5.Challenges for $5 Trillion Economy
5.1. Unemployment and Skill Gaps

While India has a large
workforce, job creation has not kept
pace with population growth. The
overall unemployment rate was 5.8%
in 2024, with youth unemployment at
10.5% (CMIE, 2024). A mismatch
between skills and industry demands
continues to be a major barrier,
requiring stronger vocational training
and employment-focused education
policies.

areas by 2030, will drive real estate, 5.2. Income Inequality and Rural-

construction, and  service-sector Urban Divide

growth. India’s  income  disparity
4.4. Rising Middle Class and Consumer remains a concern, with the top 10%

Market of the population holding over 57% of

India’s middle class s
projected to reach 700 million by
2030, leading to a surge in consumer
spending (World Economic Forum,
2024). Growth in retail, e-commerce,
and luxury goods markets indicates
that domestic demand will be a key
pillar of economic expansion. With
increasing disposable incomes and
changing  consumption  patterns,
sectors like healthcare, education, and
entertainment are set to thrive.

national wealth (Oxfam, 2024). While
urban centers experience rapid
growth, rural areas lag behind in
infrastructure, healthcare, and
education. Policies focusing on
inclusive development, rural
employment, and agricultural
modernization are needed to bridge
this gap.

5.3. Inflation and Fiscal Deficit

India’s inflation rate averaged
5.6% in 2024, driven by food and fuel
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prices (RBI, 2024). Rising global
commodity prices and geopolitical
tensions pose risks to price stability.
Additionally, high fiscal deficits
(estimated at 6.1% of GDP in 2024)
require careful management to
ensure sustainable public spending
and debt control.

5.4. Global Economic Uncertainties and
Trade Dependence

India is deeply integrated into
the global economy, making it
vulnerable to external shocks like
geopolitical  tensions, o0il price
fluctuations, and recession risks in
key markets. While exports grew by
13.2% in 2024, India still depends on
imports for critical raw materials,
technology, and energy (Ministry of
Commerce, 2024). Strengthening
domestic manufacturing and
diversifying trade partnerships will
be key to reducing external risks.

Climate Change and

Environmental Concerns

Extreme weather events,
declining water resources, and
pollution pose serious risks to India's
agriculture, industry, and urban
development. The agriculture sector,
which employs over 40% of the
workforce, is particularly vulnerable
to climate change impacts (FAO,
2024). Sustainable farming practices,
water conservation, and eco-friendly
urban planning are essential to
mitigate environmental risks.

6. Findings of the paper

1.The rapid expansion of India’s IT
sector, fintech, and e-commerce
has significantly contributed to

GDP growth, with IT exports
reaching $194 billion in 2024
(NASSCOM, 2024).

2.The ‘Make in India’ initiative and
Production-Linked Incentive (PLI)
schemes have boosted
manufacturing growth to 8.3% in
2024, with an expected rise in
GDP contribution to 25% by 2030
(DPIIT, 2024).

3.Government spending on
transportation, logistics, and
smart cities has risen from 5.6
lakh crore in 2016 to X18.0 lakh
crore in 2024, improving
industrial productivity (Union
Budget, 2024).

4.The middle class is projected to
reach 700 million by 2030,
leading to increased domestic
demand for goods and services
(World Economic Forum, 2024).

5.India has committed to achieving
50% renewable energy capacity
by 2030, with $20 billion
allocated to clean energy projects
in 2024 (MNRE, 2024).

6.Persistent Unemployment and Skill
Gaps - Despite economic growth,
the overall unemployment rate
remains at 5.8%, with youth
unemployment at 10.5%,
highlighting the need for skill-
based education (CMIE, 2024).

7.The top 10% of the population holds
over 57% of national wealth,
while rural India continues to lag
in infrastructure, healthcare, and
education (Oxfam, 2024).

8.Inflation averaged 5.6% in 2024,
driven by rising food and fuel
prices, while India’s fiscal deficit
remains high at 6.1% of GDP,
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requiring policy intervention
(RBI, 2024).

9.While exports grew by 13.2% in
2024, India remains dependent on
imports for critical raw materials,
technology, and energy, making it
vulnerable to external shocks
(Ministry of Commerce, 2024).

10.India’s agriculture sector, which
employs over 40% of the
workforce, is highly vulnerable to
climate change, erratic monsoons,
and declining water resources
(FAO, 2024).

Conclusion

India’s journey toward a $5
trillion economy is filled with both
tremendous opportunities and
significant challenges. The country’s
strong digital economy,
manufacturing expansion,
infrastructure growth, and rising
middle class provide a solid
foundation for economic progress.
However, unemployment, income
inequality, inflation, and global
uncertainties remain hurdles that
must be addressed through policy
innovation, structural reforms, and
sustainable growth strategies. By
leveraging its young workforce,
technological advancements, and
strategic investments, India has the
potential to achieve this economic
milestone and emerge as a global
economic leader. The right mix of
government policies, private sector
contributions, and international
cooperation will determine how
quickly and effectively India can
overcome its challenges and realize
its full economic potential.
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