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Abstract

Indian economy has experienced substantial change since independence, moving from a
primarily agricultural economy to a dominated digital economy today. This change or transformation is
all because of the growth which has been taken place at the global, technology and policy levels after 1991
economic reforms. Before 1991 economic reforms, the Indian economy was mostly an agrarian economy,
contributing to around half of the Country's GDP. This condition of dominance of agriculture sector
changed to a market-driven economy with the introduction of LPG (Liberalization, Privatization and
Globalization) in 1991. Today, the technological factors are driving the economic activities to a vast
extent. The objective of the paper is to explore and analyze, the transformation of Indian economy from a
predominant agriculture-based economy to a market-driven economy and now a digital economy. The
present study is based on the secondary data, which are collected from various sources with relation to
India for analysis.
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Introduction

Indian economy since independence, has evolved significantly from a primitive and
predominant agricultural economy to a market-driven and technologically driven economy
today. This is all because of the policy changes, technological and global progress or
advancements that took place after economic reforms in 1991. Indian economy was mainly an
agrarian economy contributing around 50 per cent to India’s GDP before 1991 economic
reforms. Later after the introduction of Liberalization, Privatization and Globalization (LPG) in
1991, the scenario shifted towards a market-driven economy and now the economic activities
are driven by technological and digital aspects.

Literature Review

Ashokkumar B. and Naik Akkamahadevi(2021) in their article entitled “Transforming
Indian agriculture with digital technologies”, analysed the role of digital technology in
development of agriculture. And also described the use and significance of different tools like
drones, hotspots internet and National knowledge network etc. in agriculture sector. They
pointed that, in India digitalization is at a crucial and important stage, which is to be encouraged
at large-scale for the advancement of agriculture sector. Vashistha Akshita et al. (2021),
reviewed basic research documents to know the present and future prospects of the digital
transformation of agriculture sector in India. The dominance of mobile applications,
information technology, development of digital products and services, internet of things,
artificial intelligence etc. are going to play substantial role in renovating Indian agriculture
sector. Che Chang, et al. (2024), analyzed the impact of rural digital economic development on
agricultural eco-efficiency from mainland China. They described the use of digital technologies,
which are very imperative in mitigating environmental pollutions and carbon emissions in rural
agricultural economy.
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With this brief analysis, the present study makes an effort to analyse the transformation of Indian economy
from a predominant agricultural economy to a digitalized economy.

Objectives of the study

Information and Communication Technology(ICT) sector and Digitalization of the Indian Economy are the
major economic drivers for the country, contributing to around 13 percent to India’s GDP. The key objective of this
study is to explore the transformation of Indian economy from a predominated agricultural economy to a digital
economy. And also this paper aims to examine the role of digitalization in Indian economic development.

Database and Methodology

The analysis in the present study is made on the basis of secondary sources of data collected from various
sources like economic survey, statistical reports, journals etcetera. Statistical tools like average and percentage are used
for the analysis.
Analysis and Discussion

Pre-Reforms Scenario

Before 1990-91 Indian economy was mainly an agrarian economy, contributing to nearly half of India’s GDP
and providing employment to around 65 percent of the working population in the country. The contribution of
Agricultural sector to GDP and employment remained significant till 1990-91. The post-independence era saw
numerous Five-Year Plans (FYPs), which aimed for industrialization; but the stride of economic growth remained slow
due to protectionist policies, lack of entrepreneurship, import limits, bureaucratic control etc.
The Pré-reforms era was mainly featured with the dominance of primary sector i.e., agricultural sector where utmost
people lived in rural areas with limited industrial development. And the important challenges faced during that period
were related to monsoon dependency; low productivity; underdeveloped infrastructure etc.

Post-Reforms Scenario

The reforms that were initiated with new vision and mission in 1991, featured with Liberalization,
Privatization, and Globalization (LPG) condensed the State’s role in economic activities. And led to increase in the
participation of private sector in the economic activities of the country. This boosted the economy which was driven by
market forces and brought about a heave in FDI after 1991 economic reforms. Then agriculture sector began to lose its
dominance as manufacturing and service sector started to raise. The crucial changes which took place were the
reduction in trade Barriers, privatization and Economic deregulation which led to a more competitive environment
allowing private players to enter new sectors. The vital influence during this stage was that, liberalization attracted
foreign investment in agri-business, leading to better infrastructure and modern farming technologies. And also the
focus gradually shifted from agriculture to industrial and service sectors, marking the start of India’s economic
diversification.

Sectoral Growth Rates (from 1950-51 to 2024-25)
Following table gives the details of the contributions made by different sectors to GDP of India.

Table 1: Annual Growth Rates of Real GVA (Gross Value Added) at Basic Prices
by Industry of Origin (in Percent)
At Constant Prices (2011-12)

Agriculture, . .

fo?estry & Manufactgr_m Trade, Financing, PUbI.'C. .

mining 9, electr_lcny, hotels, real estate, administartion GVA at
Year fishing construction, transport & | professional ! Basic Prices

and ’ gas and water communication | services defence _and

. supply other services

quarrying
2011-12 Series
1951-52 2.0 4.7 2.7 2.3 2.9 2.3
1955-56 -0.7 11.7 7.3 3.4 3.2 2.6
1960-61 7.2 10.9 8.5 2.4 5.1 7.1
1965-66 -9.6 3.3 1.9 3.0 3.9 -3.7
1970-71 6.0 1.6 4.9 3.5 6.1 5.0
1975-76 12.8 6.6 9.0 5.5 3.7 9.0
1980-81 12.8 4.6 5.7 2.4 2.2 7.2
1985-86 0.8 4.3 8.0 9.0 6.2 4.2
1989-90 2.0 8.4 7.4 10.3 8.0 6.1
1990-91 4.8 6.9 5.2 7.2 3.6 5.3
1993-94 3.1 6.1 6.9 10.5 4.4 5.7
1995-96 0.2 12.0 13.3 7.3 7.2 7.3
1999-00 2.9 6.2 11.8 13.3 12.1 8.0
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2005-06 5.0 10.2 9.5 95 7.9 8.3
2010-11 9.6 71 118 4.7 76 8.0
2013-14 4.8 4.2 6.5 112 3.8 6.1
2014-15 12 6.7 9.4 11.0 8.3 7.2
2015-16 21 95 10.2 10.7 6.1 8.0
2020-21 23 0.2 19.9 19 76 41
2021-22 48 127 15.2 5.7 75 9.4
éOEZ)Z'Z‘? st ] 44 2.1 12.0 9.1 8.9 6.7
202324 (PE) | 2.4 9.7 6.4 84 78 72
2024-25  (Ist | 56 6.5 5.8 73 9.1 6.4

AE)
Source: Economic Survey 2024-25 Statistical , GOI
Notes: PE : Provisional Estimates, RE: Revised Estimates, AE: Advanced Estimates
Real GVA annual growth rates at 2011-12 basic prices of agricultural sector were fluctuating between 1-2
percent before 1990-91. This has improved and gone up to 4.8 percent in 1990-91, 9.6 percent in 2010-11 and is
substantially revolving between 1-4 percent. But with relation to service sectors comprising of hotels, trade, transport &
communication, real estate, financing and professional services etc. which were not found much impressive in their
growth before 1980. But after 1990-91 the growth in this sector had been triggered and is maintaining sustainability. In
1995-96 trade, hotels, transport & communication sectors growth went up to 13.3 percent, 11.8 in 2010-11, 15.2 in
2021-22. There is negative growth in 2020-21 because of covid 19 pandemic. Hence from the following table it can be
observed that service sectors are maintaining sustainable growth rates compared to primary agricultural sector.

IT-1TeS Revenue and Exports

The Performance of IT-1TeS industry during 2009-10 and 2010-11, are presented in the table 2 below. IT-1TeS
sector Total Revenue increased from $63.7 billion in 2009-10 to $76.1 billion in 2010-11, shows the growth rate of
19.5 percent. Moreover the exports component raised from $49.7 billion in 2009-10 to to $58.9 billion 2010-11,
marking a growth of 85 percent. Domestic revenue went up from $14.0 billion to $17.2 billion, which shows the growth
rate of 22.8 percent, which is higher than exports. Similarly the software products category also performed better,
showing the rise in its revenue from $2.9 hillion to$ 3.5 billion. This has grown for about 20.7 percent. The total
revenue CAGR during the period 2005-06 to 2010-11 stood at 22.5 percent.

Table 2: IT-1TeS Revenue and Exports (US $ billion)
Year 2009-10 | 2010-11 Growth Rate in | CAGR
(Estimated) 2010-11 (%) (2005-06 to

2010-11)
(%)

Total IT-BPO | 63.7 76.1 195 225

Services Revenue

Exports 49.7 58.9 18.5 22.5

Domestic, of which | 14.0 17.2 22.8 23.7

(i) IT Services 8.9 10.9 22.5 20.8

(ii) ITeS-BPO 2.2 2.8 27.3 29.3

(iii) Software | 2.9 35 20.7 30.7

Products

Source : Nasscom.
https://www.indiabudget.gov.in/budget2011-2012/es2010-11/echap-10.pdf

India’s IT Sector Spending and Industry Growth

India’s IT Sector Spending and the Industry Growth rates are presented in the following table 3. IT sector
spending has increased from $107.54 billion in 2021 to $112.43 billion in 2023 Among different segments mentioned
in the table below, IT Services shows the highest performance, which raised from 19.21 billion dollars in 2021 to 24.22
billion dollars in 2023, with the growth rate of 20.4 percent in 2022. Software spending also increased from $11.25
billion in 2021 to $14.36 billion in 2023. The Devices segment saw a decline where the spending went down from
$49.53 billion in 2021 to $47.85 billion in 2023. Communication services segment comparatively remained stable
showing a slide growth of around 1percent only during 2023. Where has data centre systems experiences ups and
downs with the contraction of - 1.4 percent during 2023. The growth and performance in software and IT services
reveals the growing demand for the software driven solutions and digital transformation.
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Table 3: India’s IT Sector Spending and Industry Growth ($ billion)
Units: $ billion | 2021 2021 Growth | 2022 2022 2023 2023
Spending | (%) Spending | Growth (%) | Spending | Growth

(%)

Communication | 24.38 5.7 24.45 0.3 24.70 1.0

Services

Data Center | 3.18 14.4 3.53 11 3.48 -1.4

Systems

Devices 49.53 37.3 48.49 -2.2 47.85 -1.2

IT Services 19.21 15.0 20.57 7.1 22.04 7.1

Software 11.25 19.9 12.63 12.3 14.36 13.7

Overall IT 107.54 22.1 109.66 1.9 112.43 2.6

Source:https://www.trade.gov/country-commercial-guides/india-information-and-communication-technology
Note: Total Spending refers to capital expenditure (procurement + investment)

Digitalization

In India during 1980's New Electronics policy, New computer policy, software policy etc. influencer the
development of IT Sector in India. But the real development started after 1991 only when India saw a digital
revolution. The services industry in India, particularly IT and software has developed as a global powerhouse. Cities
like as Bengaluru have emerged as technology and innovation hotspots which are attracting investments and
encouraging the entrepreneurial activity. The government’s policies towards pushing digital infrastructure and
undertaking policies like The National Policy on Information Technology (NPIT) in 2012, Digital India Initiative
(2015) helped to improve internet access and promote e-governance. Moreover, the freebies and rate cuts on internet
facilities given by the Reliance Jio and such other companies led to digital revolution among the common people in the
country.

Today, Indian economy is fuelled by a vibrant and thriving digital sector that includes e-commerce, finance,
and Al. Agriculture is vital, although its contribution to GDP has declined dramatically. It is still a backbone of Indian
economy, giving employment to more than 50 percent of the Indian working population. Digitalization is redefining
industries and opening up new potential ways for economic growth and employment creation. India's economic shift
from agrarian economy to a leading digital economy displays its endurance and adaptability in a globalised
environment.

Conclusion

Digitalization has opened up new opportunities, cultural shift and has also put forth many challenges before
the economy. One of the main challenges to be addressed is the job-displacement, due to digitalization. It is apparent
from the above analysis that, the digital economy will continue to expand, with increasing opportunities in up-and-
coming technologies like artificial intelligence (Al), Internet-of-Things (IoT), blockchain technology etc. India’s
economic transformation is ongoing, and with the right policies and investments, it can emerge as a global leader in the
digital age.
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