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Abstract   

Digital India and the Impact of Artificial Intelligence (AI) on Indian Economy and Businesses” examines the 

transition of India from a connected digital economy to an intelligence-driven powerhouse. The study 

analyzes how the convergence of Digital Public Infrastructure (DPI) and AI is projected to add $450–$500 

billion to India’s GDP by 2025, transforming core sectors like agriculture, healthcare, and MSMEs while 

addressing structural challenges in employment and data governance.  

.INTRODUCTION 

From Connectivity to Intelligence: Just as urbanization moves people from villages to cities,   

"Digitalization" moves an economy from paper-based to data-based. India launched the Digital India 

initiative in July 2015 with a vision to transform the country into a digitally empowered society. By 2025, 

India has achieved significant milestones:   

● Internet connections have quadrupled from 25 crore in 2014 to 96.96 crore in 2025.   

● Optical fiber (BharatNet) has reached over 2.18 lakh Gram Panchayats.   

● 5G networks now cover 99.6% of districts.   

We are now entering the second phase: The Intelligence Era.  

MAKE IN INDIA : The make in India initiative compliments digital India by fostering robust ecosystem for 

electronics and hardware manufacturing by integrating AI driven automation into domestic production. 

Indian industries are becoming globally competitive thereby boosting contribution to the GDP. Role of AI in 

India: Artificial Intelligence (AI) refers to computer systems that can perform tasks requiring human 

intelligence. In India, AI is unique because it is built on top of Digital Public Infrastructure (DPI). We are 

using AI to deliver public services—like using Bhashini to break language barriers or ONDC to help small 

shopkeepers sell online. This convergence of Digital India and AI is the primary engine driving India 

towards its $5 trillion economy target.  
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STATEMENT OF PROBLEM  

Despite the success of Digital India, the economy faces several structural challenges that AI aims to solve:   

1. The Productivity Gap: To reach a $5 trillion economy, India needs to increase productivity 

significantly. Traditional labour-intensive methods are no longer sufficient.   

2. The "Two-Speed" Economy: While large companies (like Reliance or Tata) rapidly adopt AI, the 

MSME sector (Micro, Small, and Medium Enterprises), which contributes 30% to GDP, lags behind 

due to high costs and lack of technical knowledge.   

3. Job Market Disruption: There is a growing fear that AI will replace jobs. Routine jobs in BPOs and IT 

services are at risk of automation. The challenge is to transition this workforce to new roles without 

causing unemployment.  

4. Information asymmetry in agriculture: farmers lack real time data on pests and weather. digital 

connectivity exists but “actionable intelligence’’ missing  

 

OBJECTIVES   

1. To evaluate the economic contribution of Artificial Intelligence to India's GDP and its role in 

achieving the $5 trillion target.   

2. To analyze the impact of AI on key sectors, specifically Agriculture, Healthcare, and MSMEs.   

3. To study the government policies supporting this transition, such as the IndiaAI Mission and State-

level policies (Telangana & Maharashtra).   

4. To assess the challenges regarding employment (job loss vs. creation) and data privacy (DPDP Rules 

2025).   

5. To find out how Digital Public Infrastructure (DPI) is being leveraged to make AI accessible to the 

common man.   

REVIEW OF   LITERATURE   

To understand the topic, we reviewed various government reports and international studies:   

● NASSCOM "AI Adoption Index" (2025): This report suggests that AI adoption could contribute 

nearly $500 billion to India’s GDP by 2025. It identifies Banking (BFSI) and Consumer Goods as the 

fastest adopters.   

● MeitY "Ten Years of Digital Progress" (2025): This government report provides baseline data—18 

billion UPI transactions per month and near-universal 5G coverage—proving the infrastructure is 

ready for AI.   

● NITI Aayog "AI for All": This strategy paper argues that India's approach is unique because it focuses 

on "Public Goods" (Social impact) rather than just private profit.   

● World Economic Forum (2025): Their report on the "Future of Jobs" predicts a shift where routine 

cognitive jobs will decline, but specialized AI roles (like data annotators and prompt engineers) will 

increase.   

RESEARCH METHODOLOGY 

Data Collection Sources: Since this is a macro-economic study, we have collected primary data as well as 

relied significantly on Secondary Data from authentic sources \ 

Primary data collection  

For primary data, we collected directly from students small business owners and IT professionals through a 

structured questionnaire  we interviewed local kirana shop owners to understand changes in their businesses 

due to digital payments  
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Secondary data   

● Government Reports: Ministry of Electronics & IT (MeitY), NITI Aayog, and Reserve Bank of India 

(RBI) reports from 2024-25.   

● Industry Bodies: Data from NASSCOM, FICCI, and McKinsey reports on the Indian digital economy.   

● Policy Documents: Official documents of the IndiaAI Mission and MahaAgri-AI Policy.   

● Case Studies: Real-world examples of startups like CropIn, Niramai, and Sarvam AI. Method of 

Analysis: We have used Descriptive Analysis to interpret the data. We compared the growth statistics 

of the pre-AI era (2015-2020) with the current AI-adoption era (2021-2025) to understand the trend 

and impact.   

ANALYSIS OF DATA   

A.Growth of Digital Infrastructure (The Foundation) The data shows a massive leap in the infrastructure 

required to run AI models.   

Table 1: Digital India Key Statistics (2014 vs 2025)   

Indicator   2014 Status   2025 Status   Growth Factor   

Internet  

Connections   

25.15 Crore   96.96 Crore   ~4x Growth   

Broadband Users   < 10 Crore   88.8 Crore   ~9x Growth   

5G Towers   0   4.74 Lakh   New Tech   

Rural Tele-density   44%   59%   Significant Rise   

UPI Transactions   Nil   1,867Crore  

(Monthly)   

Digital Revolution   

(Source: MeitY Annual Report, 2025  

 

Bar Graph showing Internet connections in 2014 vs 2015 

 

B.Projected Economic Impact of AI Data from NASSCOM indicates how much money AI will add to the 

economy by 2025.   

●Total GDP Impact: $450 - $500 Billion ● Key Sectors Contribution:   

○ Consumer Goods & Retail: ~15%   

○ BFSI (Banking): ~14%   

○ Agriculture: ~12%   

○ Energy & Industrials: ~10%     
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PIE Chart showing sectorial contributions of economic impact on AI 

 

C. Investment Inflow (2024-25): The years 2024-25 saw record investments in 

AI infrastructure: ● Microsoft: $3 Billion investment for data centers and skilling  

1 million Indians.   IndiaAI Mission: RS 10,372Crore budget allocated by govt   

RESULTS AND FINDINGS   

Based on the analysis, the following are the key findings of the project:  AI as a Productivity Multiplier: AI 

is bridging the productivity gap. For example, in Agriculture, startups like CropIn have used AI to increase 

crop yields by 20% and reduce pesticide use by 30%. This directly impacts the income of farmers.   

 

1. Democratization through DPI: India is not relying on foreign AI alone. Innovations like Bhashini 

(language translation) allow a villager to speak in  

Telugu or Hindi to access internet services. This breaks the "English divide."  

2. State-Led Innovation:   

○ Telangana: Is establishing a 200-acre AI City near Hyderabad to become the global hub for AI 

research.   

○ Maharashtra: Has launched the MahaAgri-AI Policy (₹500 Crore) to use Digital Twins and data 

to help farmers.   

 

3. MSME Transformation: Small businesses are using simple AI tools (like WhatsApp chatbots and 

inventory prediction) to compete with big ecommerce players. The ONDC network uses AI to help 

small sellers categorize their products automatically.   

 

4. Employment Trends: The finding is mixed. While routine jobs (data entry, basic coding) are declining, 

there is a massive surge in demand for AI skilled professionals. NASSCOM predicts 12 million new 

jobs in the AI economy by 2025.   

SUMMARY AND CONCLUSION :Summary: The study concludes that the "Digital India" mission has 

successfully laid the physical rails (4G/5G, Optical Fiber) and the digital rails (Aadhaar, UPI). The current 

phase is about running the "engine of AI" on these rails. The economic value of this transition is huge, 

estimated at $500 billion by 2025.  Conclusion: India is uniquely positioned in the global AI race. Unlike 

China (statecontrolled) or the US (private-controlled), India is building "AI for All" using public 

infrastructure. By lowering the cost of computing (via IndiaAI Mission) and focusing on local languages 

(Bhashini), India is ensuring that the benefits of AI reach the bottom of the pyramid. If the skilling 

challenges are addressed, AI will be the catalyst that propels India to a $5 trillion economy.  

 



© 2026 IJRAR January 2026, Volume 13, Issue 1                www.ijrar.org (E-ISSN 2348-1269, P- ISSN 2349-5138) 

IJRAR1EIP020 International Journal of Research and Analytical Reviews (IJRAR) www.ijrar.org 115 
 

RECOMMENDATIONS   

1. Focus on Skilling: The government and colleges must scale up programs like "Skilling for AI 

Readiness" to ensure students are ready for new jobs.   

2. Support for MSMEs: Small businesses find AI expensive. The government should provide "AI 

subsidies" or free access to AI tools for MSMEs, similar to how UPI is free.   

3. Ethical AI: Strong implementation of the AI Safety Institute is needed to prevent deepfakes and online 

frauds which hurt common people.   

4. Rural Awareness: More programs like Vistaar are needed to teach farmers how to use AI tools on their 

phones for better farming results.  
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