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Abstract:
This article concentrates on facets, stimuli, sectoral ramifications, and policy impacts of the

digital transformation of India's economy. It combines information on methods, policies and
investments in digital transformation and the effects of digital identity (Aadhaar), digital
payment systems (UPI), broadband proliferation, e-commerce and digital infrastructure in
altering delivery of services, patterns of consumption and business practices. This study
analyzes economic benefits like financial inclusion, economic efficiency and contribution to
GDP with challenges like digital exclusion, information technology security, data privacy and
regulations as well as uneven adoption of digital technologies in MSMEs. Recommendations
on need for infrastructure creation, public investments and skill upgradation for MSMEs,
regulations related to protection of data, competition and promotion of fair digital financial
practices are made.

Introduction:
What Is Digital Transformation and Why is India Prioritizing It? Digital transformation

involves the application of different kinds of digital technology to fundamentally reshape
business processes to enhance efficiency, boost productivity, enhance governance, and
maximize the economic and social value delivered by offerings to stakeholders of public and
private sector organizations. In India, digital transformation has been identified as one of the
essential components for modernizing the economy and achieving inclusive growth. The last
decade has seen the widespread evolution of digital transformation on multiple fronts. Driven
by the nation’s DPI framework, which encompasses Aadhaar, the Jan Dhan-Aadhaar-Mobile
(JAM) trinity, the Unified Payments Interface (UPI), DigiLocker, and various
GovTech(Government Technology) platforms, the country has been continuously improving
its framework for digital public services. Public services have been delivered to citizens with
much higher efficiency through improvements in the public services delivery infrastructure.
The rise of smartphones, internet connectivity, cloud computing, artificial intelligence, digital
platforms, and other related technologies has dramatically increased the use of digital
technologies in the various sectors of the economy. Digital technologies have facilitated the
growth of the economy and its increased formalization.

This paper attempts to identify the principal factors that have and are driving digital
transformation in India, attempt to measure and record the progress made to date using various
national and sectoral metrics, and try to understand the differentiated effects that digital
transformation has had on governance, industry, and society. In line with Vision India 2047,
the objectives of this study include identifying the critical first steps that need to be taken, e.g.,

VNSGU Journal of Research and Innovation (Peer Reviewed / Refereed)
ISSN:2583-584X

Volume No.5 Issue No.:3 July to September 2026
855



ensuring there is no digital divide, strengthening digital competencies of the population, and
preventing and protecting individuals’ data, to maintain the current pace of digital
transformation and use the process of digital transformation to achieve the economic goals of
India, e.g., sustained economic growth and development, ensuring that all segments of society

are included in the growth process and that the economy is resilient and well-balanced.

Literature Review:
Shnatanu Bhattacharya (2025), considers the future of Indian digital economy

optimistic. According to him, the digital economy has the potential for continued growth
currently valued at USD 900 billion to increase to USD 3 trillion by 2030. Further
improvements in internet speed and coverage combined with better digital infrastructure and
advancements in fintech and digital economy in India allows for a real prospect of the digital
economy becoming one of the largest contributing sectors to the Gross Domestic Product.
Digital India Policy and support from the Government is positive. Stronger growth in Al, Cloud
Computing and Cybersecurity will also help. However, despite India being one of the leading
Digital Economies in the world, in terms of digitization, there are considerable gaps in digital
adoption. These gaps need to be closed through inclusion, digital literacy and providing access
to digital technologies to ensure that all segments of Indian society will benefit from a growing
digital economy.

As stated by PBI (2025), the Digital Economy of India will constitute approximately
20 percent of total GVA and will expand faster than the economy as a whole, over 2029-30.
The digital economy is more productive and creative than many existing value chains or other
economic sectors. The digital economy’s first impact will create disruption in employment,
value, and competitiveness through intermediaries and platforms, and will transform the Indian
economy across various verticals such as retail, banking, financial services and insurance
(BFSI), manufacturing, and education. The digital economy will be a positive factor and
contribute to the overall economic growth of India.

In the DWF (2024) study, it states that the growing middle class in India is also a key
driver in determining India’s digital future. Higher disposable incomes, coupled with the
increasing adoption of smartphones and expanding Internet connectivity in both urban and rural
regions, are the drivers for increased demand for digital services. Public-private partnerships,
which facilitate increased impact and access, accelerate these shifts, as AI’s rapid infusion
permeates all sectors like banking, healthcare, and retail to increase efficiency and innovation.

But with a growing generation of enormous digital data, India’s growth would benefit
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significantly from strong legal and regulatory systems to preserve privacy, build confidence,

and enable a sustainable digital transition.

Objective:
1. To know progression of digital transformation in Indian

2. How India made ready infrastructure and people for digital India.

Journey of Digital Transformation in the Indian:

--

= -
—
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Early 2000s: Telecom Liberalization and Market Expansion (IT & Telecom Reforms
Early Internet):

India shifted from a state-controlled monopolistic telecommunications system to one
that was highly competitive in terms of service in the early 2000s due to the emergence of
private companies. This shift in policies brought about rapid growth in connectivity and cost-
efficiency in accessing services. Currently, as of August 2010, India continues to record about
688.4 million telephones in total and has achieved a tele-density of 58.2% and a Wireless local
loop and boasts the second-largest user population of mobile phones at over 652.4 million (only
behind China) and is already ranked third globally in terms of number of phones in use. This
era laid the ground for wide adoption of digitalization.

2000-2005: Initial Digitization Phase:

The phase of India’s digitization occurred during 2000-05, and the notable features
include telecom liberalization, adoption of the IT Act, 2000, and early introduction of internet
services along with some pilot schemes on e-governance. This period focused mainly on setting
the foundation of digital infrastructure, accessibility and development of secure systems of
electronic transactions leading to digital governance.

2006-2010: Structured Digital Governance (E-Governance Phase NeGP CSCs):

During the years from 2006 to 2010, India progressed from mere digitization to
developing a more systematic form of digital governance. With the implementation of the
National e-Governance Plan (NeGP) in 2006, India sought to provide e-governance by way of
27 Mission Mode Projects. An important characteristic of the era was the establishment of
Common Service Centers (CSCs), which contributed towards making digital services available
to people living in rural and far-off areas.

Telecom connectivity became much faster during this period. The country witnessed
around 787 million telephone subscribers by December 2010, most of whom were on mobile
phones. Total tele-density stood at 66.16%; however, there existed unequal connectivity, with
urban areas being more connected than rural areas. Broadband connectivity was still in its
infancy, with 10.9 million subscriptions registered for it.

2011-2014: Digital Public Infrastructure and Identity-Based Governance (Digital
Identity Phase Aadhaar & Mobile Growth):

During the period between 2011 and 2014, India made considerable progress in the

development of Digital Public Infrastructure with particular focus on the creation of a reliable

digital identity system to help deliver more efficient services and connect the currently

VNSGU Journal of Research and Innovation (Peer Reviewed / Refereed)
ISSN:2583-584X
Volume No.5 Issue No.:3 July to September 2026
858



available government systems. The launch of Aadhaar in 2010 was characterized by its rapid
expansion, with the number of registered users increasing from 200 million in 2011 to 650
million in 2014 and providing conditions for broad application of digital authentication and the
establishment of Direct Benefit Transfer (DBT) mechanism.

In addition, the number of telecommunication connections kept rising. The number of
telephone connections increased from 846 million connections in 2011 to 933 million in 2014,
while tele-density increased from 70% to 75%. The use of the Internet was extremely
widespread across the country due to the higher availability of smartphones: the number of
Internet users increased from 100 million people in 2011 to 250 million people in 2014;
however, the gap between rural and urban populations was still noticeable. The introduction of
the DBT model in 2013 had a special significance, as it helped reduce leakage in subsidies.
2015-2016: Launch of Digital India (Digital India Launch BharatNet & Digital Literacy):

The period of 2015-2016 was significant with the inauguration of the Digital India
Programme (July 2015), which made digitization a mission mode national programme. This
initiative paid emphasis on digital infrastructure, services on demand, and citizen
empowerment, involving Aadhaar, NeGP, and CSCs. The goal of BharatNet included
connecting 2.5 lakh Gram Panchayats, out of which approximately 1 lakh Gram Panchayats
got connected in 2016. The growth of the JAM Trinity was fast, as there was an increase of Jan
Dhan account holders from 147 million in 2014 to 250 million in 2016. There were 300 million
internet users in 2015, increasing to 350 million in 2016.

2017-2019: Mobile and Connectivity-Driven Digital Transformation (Digital Payments
Phase UPI, Jan-Dhan & DBT):

Between 2017 and 2019, India and the world accelerated the pace of digital
transformation. Several factors fueled this trend: an explosion of mobile connectivity, the
establishment of cloud infrastructure and large-scale data generation. We saw a migration of
organizations from on-premise to cloud and software as a service (SaaS) platforms.
Businesses looked to them to scale faster, drive down costs and deliver superior customer
experiences. We began to see the emergence of what is referred to as the “Zettabyte Era.” The
increasing use of smartphones and interconnected devices triggered the growth of the 10T and
spawned massive amounts of data, which ballooned from less than 1 zettabyte before 2016 to
an anticipated 175 zettabytes in 2025. These enabled companies to leverage big data to improve
efficiency, develop a more individualized offering and connect directly with consumers. These

are building blocks of our platform economies today.
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2020-2022: Post-Pandemic Digital Acceleration (COVID Acceleration Online Education
& Telemedicine):

It was due to the unprecedented speed that was witnessed during the COVID-19
outbreak between 2020 and 2022 that the concept of digital transformation gained traction in
light of the impacts of the pandemic on economic and business environments worldwide.
Trends such as working remotely, collaboration and digital service provision moved from being
beneficial to becoming necessities. In a business setting, software such as Zoom, Microsoft
Teams, and cloud-based productivity tools became business-critical tools in the wake of the
global lockdown.

In the same manner, trends involving mobile and contactless payment adoption and the
growth of e-commerce were witnessed across global economies in light of the need for
contactless transactions in many industries. Faced with global challenges, hyperautomation-
which involves RPA, Al, and digital workflow software- became the norm in order to eliminate
friction and ensure smooth operation. Digital investments moved from being at the planning
level to the implementation level. To sum up, during this period, it was apparent that being
digital was very important for organizations.

2023-2025: Generative Al and the Rise of the Intelligent Enterprise (Advanced Digital
Economy 5G, Al, and Cloud):

The years 2023 to 2025 represent a major turning point, as digital transformation moved
beyond basic digitisation toward smarter, Al-driven enterprises. Artificial intelligence and
machine learning became an integral part of everyday business operations, helping
organizations automate tasks, analyze data more accurately, personalize services, and make
better decisions. Generative Al tools such as ChatGPT, Gemini, and Claude emerged as
powerful enablers, boosting productivity, creativity, and customer interaction across sectors.
During this period, many organizations shifted to cloud-native and multi-cloud systems, while
edge computing grew in importance to support real-time data processing and Internet of Things
(10T) applications. Low-code and no-code platforms made it easier for non-technical teams to
develop applications, allowing innovation to spread beyond IT departments. At the same time,
Al agents and autonomous systems began taking over routine and repetitive tasks, opening up
new opportunities for efficiency and productivity. As digital activity increased, cybersecurity
and digital trust became top priorities, with Al-based tools increasingly used to prevent and
manage cyber threats. Advances in 5G, digital twins, quantum computing, and green IT further

strengthened the digital economy. Reflecting this widespread adoption, global investment in
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digital transformation was expected to nearly double between 2022 and 2025, highlighting the
growing importance of intelligent digital systems across businesses and emerging markets.
2025-2035: Digital Scalability and Inclusive Growth (Smart India Phase, Industry 4.0,
and Smart Cities):

During the 2025 to 2030 period, the Indian digital economy is set to grow at an
unprecedented pace and act as a significant driver for the country’s growth and inclusion. In
2029-30, the contribution of the digital economy to the nation’s income is forecasted to reach
almost one-fifth of the national income, surpassing the agricultural and manufacturing sectors.
It reflects a shift towards a services-based innovative growth model.

Usage of the internet is growing at a rapid pace, driven by 4G and 5G coverage and
affordable internet packages. The number of internet subscribers rose from 88 crore in March
2023 to 95 crore in March 2024. Digital payments, primarily on the UPI platform, are driving
this trend as the transaction value of UPI is predicted to rise and double to about $7 trillion by
2030. Though there have been significant advancements, around half of India’s population
doesn’t have access to the internet. Hence, the digital divide becomes another challenge in the
way. The efficient usage of artificial intelligence in India can generate massive benefits to the
economy, as it is expected to contribute around $500 billion to GDP by 2035.

At the same time, the strategic use of artificial intelligence holds enormous promise,
with the potential to add up to $500 billion to India’s GDP by 2035. To support this growth,
the period is also marked by heavy investment in Al research centers, cloud infrastructure,
cybersecurity, and large-scale skill development programs aimed at preparing the workforce
and speeding up digital adoption across the economy.

2036-2040 Intelligent & Inclusive Smart India Phase (Intelligent & Inclusive Digital
India, Al Governance and DPI 2.0):

The Digital transformation will bring about major and permanent changes across Indian
industries between 2030-2040. More than simply preparing the grounds for improving access
to the web, it would have a growing effect on intelligent technologies of Artificial Intelligence,
cloud systems, edge computing and Internet of Things. These tools will help businesses and
public institutions to analyze data on real time, automate routine operations, and take the right
decisions more efficiently. Because of technology advancement, large scale skill development
programs will obviously be significant in preparing the workforce for future opportunities. Not
because Al-related fields will have emergent job roles but also by pushing millions of people
to new different faces on the demand side and creating synergies that will strengthen the overall

innovation ecosystem in India. Emerging industries like smart manufacturing, Digital
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healthcare, and online education are projected to grow at a furious pace; GCCs will expand
their scope beyond support functions - into research : future scale states of the art research
innovation center.

More than anything else, an effective cybersecurity and extensive data governance
policy will play a critical role to establish confidence in their digital services while keeping the
safety of such systems intact throughout this transition. At the same time, inclusion in the
digital world will continue to be a major challenge. This transformation also has the potential
to be inclusive if the government implements targeted policies and programs that ensure rural
populations, low-income groups and women are not left behind.

2041-2047 Autonomous & Sustainable Digital Economy, Green Tech, Blockchain,
Quantum, and Viksit:

By 2041-2045 we’re likely to be in a mature digital transformation phase where the
digital realm is highly automated with minimal human involvement while closely adhering to
the principles of environmental sustainability. This phase’s economy will be fueled by auto-
regulated digital environments powered by advanced forms of artificial intelligence, quantum
technology, decentralized blockchain networks, and sustainable digital technologies. A future
in this age will see Al-driven smart grids as the backbone of energy, running behind the scenes
balancing energy demand and supply; utilizing smart sensors, predicting supply and demand
patterns based on past behavior, and forecast changes in weather and renewable energy supply
to regulate energy supply in the most efficient way, minimizing waste and power outages.

Furthermore, the era will facilitate blockchain-powered Peer-to-Peer energy trading
allowing homes, offices, or factories to trade excess renewable energy from rooftop solar
panels or wind turbines in a secured and clear manner encouraging sustainable generation,
enhancing efficiency of use and breaking dependence from centralized energy supply
networks. On top of that, virtual simulations of entire cities will employ these networks and
integrate them with the ‘digital twins’ to run simulated simulations, test new solutions and
optimize current energy, water, and waste systems, bringing together the rise of a resilient, low-
carbon, and almost entirely self-managed digital economy.

Under vision 2047, the country aims to be the world’s premier source of digital
technology and a digital leader with significant digital sovereignty, in a high-income,
technology-driven country. By 2047, more than 90 percent of India’s economic output will be
service- and manufacturing-based, growing rapidly, including in electronics, Al, and quantum.
The electronics sector is likely to multiply in size and create millions of jobs, further anchoring

India in technology manufacturing. All digital public infrastructure, such as digital ID, digital
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payments, e-governance, and online education platforms, will likely be widely adopted across
every aspect of people’s daily lives, enabling India to define, enforce, and drive its own digital
policies, standards, and technologies. For the successful realization of vision 2047, however,
adequate attention would have to be paid to addressing the innovation and research and
development gaps, improving ecosystem robustness, and ensuring inclusive reach so that

everyone in India could gain from this digitally driven progress.

Challenges & Risks
Digital divide and unequal access
However, while there have been considerable strides made in various areas, there is an

evident gap in the accessibility of digital services and the level of digital literacy in urban versus
rural areas, among different genders, and among different socio-economic classes. Such
inequality hinders the inclusive benefits of digital development. According to the data provided
by TRAI, there is a significant disparity in the number of Internet users per 100 individuals in
urban and rural areas.
Privacy, data protection and identity risks

The growing popularity of digital identity services has created worries regarding
privacy and a possible increase in surveillance activities. This, in turn, has turned into an issue
of importance as far as the discussion of India's emerging data protection laws is concerned.
Cybersecurity and payment system concentration

The growing volume of digital transactions creates the danger of cyberattacks. On the
other hand, the concentration of a few leading payment applications and platforms has created
doubts concerning the competition and systemic risks. In order to solve this problem, regulators
have considered solutions such as limiting market share, etc. Recent regulatory actions and
news in the media point out the continuing debate on the matter.
MSME adoption & skills gap

“High costs, lack of digitally skilled manpower, and issues of trustworthiness and
reliability, have been a factor preventing many MSMEs from digitalizing”. This highlights the
cost of digital tools and a lack of development in terms of skilled manpower.

Policy Recommendations
Expand affordable and reliable broadband:

Policies should focus on enhancing connectivity in the last mile and providing subsidies
to ensure internet access in rural and peri-urban regions with poor connectivity levels.
Information from TRAI can be utilized to improve and enhance the process of addressing

connectivity issues.
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Strengthen digital skills and literacy:

Digital literacy should be included in school curricula, and there should be specialized
training and upskilling programs for MSMEs and informal-sector employees.
Strengthen the data privacy and protection framework:

Implement robust and data protection laws that safeguard users’ privacy and ensure that
innovation doesn’t sacrifice consumer protections or individual accountability for
organizations, whether they be in the public or private sector.

Foster prudent and risk-based financial regulation:

Foster stable and competitive digital payment environments by empowering emerging
players in the fintech ecosystem by bringing down market barriers and discouraging excessive
market power. The conversation regarding the UPI market-share limit fits this paradigm.
Support digital adoption among MSME:s:

Incentives, affordable digital platforms, and shared infrastructure including cloud
credits and digital portals need to be offered to facilitate easy adoption of technology by
MSMEs.

Invest in cybersecurity and incident response:

Strong national-level and sector-specific cybersecurity frameworks should be

developed and the capability of the government as well as businesses for responding to cyber

incidents must be strengthened.

Conclusion:
India’s digital transformation is one of the most fundamental structural changes to its

economy and governance since liberalization. For the last two decades and, more acutely since
mid-2010s, digital technologies have transitioned from peripheral enablers of growth, inclusion
and state capacity to the central ones. The evidence discussed in this paper shows that India’s
strategy centered around Digital Public Infrastructure (DPI) like Aadhaar, UPI, DigiLocker and
large-scale deployment of broadband, has delivered a unique digital architecture characterized
by scale, affordability and interoperability.

This has not only rewired service delivery and market behavior, but has also propelled
India as a role model in the inclusive digital development paradigm for other nations.

At the macro level, digital transformation has added substantially to productivity
growth, formalization, and GDP growth. Digital payments and fintech have brought down
transaction costs and have expanded financial inclusion to millions of households and millions
of micro and small businesses with real-time economic activity. E-commerce platforms, cloud

services, and digital logistics have altered consumer preferences and supply chains, while
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digital governance reforms such as direct benefit transfers have improved transparency,
curtailed leakage, and increased efficiency of government expenditure. High smartphone
penetration and relatively affordable data have facilitated rapid digital access among all income
levels and regions, although disparities continue to exist.

Sectorally, the effect of digitization has been mixed but deep across different economic
activities. Financial services, retail, education, healthcare, and professional services are all
deeply digital, while manufacturing, agriculture, and a lot of SMEs are still at a relatively early
stage. The Covid pandemic has, as pointed out, further accentuated digital uptake with remote
working, cloud, automation, and Al becoming critical to business continuity.

In recent months, generative Al and intelligent enterprise systems are taking the
digitization discourse further by moving from digitization to cognition and autonomous
systems, presenting new avenues for productivity improvements, albeit with challenges
regarding the future of work and skilling. As we look into the future till 2047, this digitization
paradigm will increasingly converge with sustainability, energy systems, city governance and
with newer technologies, like quantum computing, blockchain, Al-based smart grids, city
digital twins, decentralized energy markets, etc., all indicating a movement towards an
increasingly low-carbon, resource-efficient, and autonomous economy. Such technologies, if
managed well, may very well contribute to meeting our climate targets as well as increase
economic efficiencies.

Nevertheless, the paper points out, that this digital bounty is neither given, nor equally
distributed. Deeper inequalities are in the making: if not addressed, existing digital divides-
between rural and urban populations, genders, income classes, firms-may evolve into even
deeper divides. Digital transformation increases the salience of privacy, data security and
cybersecurity concerns with increasing share of identity-related services and data intensive
platform activities.

India’s digital transformation success in the coming decades hinges on specific policy
choices. Prioritizing last-mile connectivity, digital literacy, upskilling adult learners, data
protection, cybersecurity, and digital markets within competitive innovation frameworks is
critical. Digital transformation must also focus on social goals: job creation; inclusion; and
environmental sustainability. Efficiency and growth are insufficient measures of digital
transformation goals. Digital transformation is the ongoing major and positive reshaping of the
efficiency and capacity of the Indian economy and its inclusion. Digital transformation’s full
potential to become an ongoing, inclusive, resilient and sustainable system of economic growth

will only occur with governance on the other end of the continuum from deliberate and narrow

VNSGU Journal of Research and Innovation (Peer Reviewed / Refereed)
ISSN:2583-584X
Volume No.5 Issue No.:3 July to September 2026
865



equity focus, to the more preferred mix of flexible and adaptive governance. Should India
successfully narrow its digital divides, protect digital trust, and enable large-scale innovations,
the digital transformation of the economy and society will not only support the 2047 Vision of
India, but will storm ahead of other goals and dominate India's economic and social focus for

decades to come.
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