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Abstract: 

Once called as ‘Golden Bird’, India is again rising to the Pinnacle of Economic Development year after year. 

India continues to be one of the fastest growing economies in the world since last decade. It Spots at 5th place in 

largest economy with GDP of 3.47 trillion USD in September 2022, and 3rd in terms of purchasing power parity 

(PPP) with approx. 11 trillion USD. Its macro fundamentals have improved dramatically in the recent years. 84 

billon dollars has pumped by the foreign investors through FDIs in FY 2021-22. India rapidly emerges as a 

preferred investment destination: FDI inflows have increased 20-fold in last 20 years. It shows the immense trust 

of foreign investor in India.  But some recent geopolitical event i.e., COVID pandemic, Russia-Ukraine conflict, 

and some internal issues have posed the challenges towards its target to become 5 trillion economies by the end 

of 2025 but these challenges have also given rise to some opportunities for India like covid vaccine and medicine 

supplies in the world, supplies of food grains, shifting of many manufacturing giants from China, Russia to India, 

improving diplomatic relations, dedollarization. These all together leading India toward super economy. Despites 

all the disruption India’s balance of payment remained surplus throughout the last two years of COVID pandemic, 

even Current Account Deficit widened. The Combination of high foreign reserve, sustained foreign direct 

investment and rising export earnings will provide an adequate buffer against possible global liquidity tapering 

in the upcoming year. 
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(1)      Introduction: 

India is the fastest growing economies in the world. It’s at the 5th spot in largest economy with GDP of 3.47 

trillion USD and 3rd in terms of purchasing power parity (PPP). Indian Economy has been on a fast growth 

economy since 2014.India was USD $ 1.7 trillion economy in 2014 and during this eight year in 2022 India has 

become $3.47 trillion economy, exact double in just 8 year, has inspired the country to become USD $5 trillion 

by the 2025 and $10 trillion by 2035[1]. To achieve this objective India needs to grow consistently approx. @ 9 

percent. 

The Vision to achieve the size of Indian economy to $5 trillion was came through a report named ‘Working group 

on USD 5 trillion economy’ published in January 2019, the report by the group of the Department of Industry and 

Development, Commerce & Industry Ministry. The report suggested some important small and long-term steps 

like the development of the infrastructure, easy life to its citizen, boost up digital infra, financial inclusion ease 

of doing business and manage the over population, India’s potential to become $ 5 trillion economy by 2024-

2025 is quite possible. In order to become $ 5 trillion economy by 2024-2025 and third largest economy in the 

world requires real annual growth rate between 8-9 percent in GDP. The factors that can creates such growth are 

cycle of savings, investment, and growth with investment as the ‘Driving forces of the economy’ [2]. 
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(3)         Data and Analysis: 

GDP is the key barometer that helps in determining the country’s economic health. It is one of the key 

economic indicators measuring the performance of the country at different points of time and at different 

levels. India’s GDP has been growing faster during 2014-15 to 2016-17, as shown in Figure 1. The GDP 

growth rate was 7.41 percent in 2014 and it increased to    8.17 percent in 2016-17, thereafter, during 2017-18 

and 2018-19 there has been sharp decline in the growth rates from 7.19 percent to 6.81percent. The situation 

got worse in 2019 when the GDP fall to 4% and then came the worst period in the world at the time of COVID 

pandemic. The entire economic activity has been disrupted, the complete lockdown in the country has pushed the 

country towards negative GDP in 2020-2021 which was (-) 7.3%. Average growth rate for the last 8 year is 7.2% 

(excluding negative growth of 20-21). But there has been a bounce back in economy and growth for F.Y. 2021-22 

is 8.7 per cent, this shows that the fundamentals of the economy are quite strong [3] 

 

                             Figure 1: India’s GDP Growth Trends                                                                                     Source: National Statical Office. 

 

India is the fastest growing economy in the world and fifth – largest overall, with a nominal GDP of $ 3.4 trillion. 

The government of India’s efforts has doubled up the GDP from $ 1.8 USD in 2014 to $3.4 USD in 2022. It ranks 

third when the GDP is compared in terms of purchasing power parity (PPP) at $ 10.51 trillion in 2022.Currently, 

India is the third largest economy in the world in terms of purchasing power parity with a share of 7 per cent of 

global GDP, after China (18 per cent) and the US (16 per cent). India’s GDP in market exchange rates is expected 

to reach US$ 5 trillion by 2027.[4] 

The per capita income is a crude indicator of the prosperity of any country. India’s annual per capita income at 

constant prices remained below the pre-COVID level at Rs.91481in 2021-22. However, the per capita income 

based on Net National Income (NNI) at constant price grew by 7.5 per cent in FY22 over the previous year. The 

per capita income at constant price was Rs.94,270 in 2019-20 before it dipped to Rs.85,110 in 2020-21 on account 

of the disruption in economic activities caused by COVID-19 pandemic and subsequent lockdowns. At Current 

prices, the per capita income rose by 18.3 percent to Rs 1.50 lakh during 2021-22 fiscal. The per capita income 

at current prices had dipped to Rs.1.27 lakh in 2020-21 from 1.32 lakh in 2019-20.[3] 
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Figure 2: India’s GDP growth rate in terms of PPP                                                                              Source: National Statical office. 

 

Foreign-exchange reserves act as the first line of defense for India in case of economic slowdown, but acquisition 
of reserves has its own costs. Foreign exchange reserves facilitate external trade and payment and promote orderly 

development and maintenance of foreign exchange market in India. India's total foreign exchange (Forex) reserves 

stand at around US $ 532.838 Billion as on 07 Oct, 2022, with the Foreign Exchange Assets (FCA) component 

at around US $ 471.496 Billion, Gold Reserves at around US $ 38.995 Billion, SDRs (Special Drawing Rights 

with the IMF) of around US $17.582 Billion and around US $ 4.836 Billion Reserve Position in the IMF, as per 

Reserve Bank of India's (RBI) weekly statistical supplement published on 14 Oct 2022[4]. Due to Russia-Ukraine 

conflict the price of essential commodity and energy prices have shoot up resulting in increased annual inflation 

rate to 7.8 per cent in April this year which is highest since 2014. Foreign portfolio investor (FPIs) pulled out 

over Rs. 1 Lakh crore from the Indian markets in the last three months since the stalemate between Russia – 

Ukraine began, Rs 50000 crore more than the combined withdrawal of previous nine months, it has led to the 

depreciation of Indian rupee versus the US dollar. These all factors have affected the India’s forex reserve 

adversely in the recent time.[4] 

 

Figure 3: India’s Forex Reserve                                                                                                                              Source: RBI Weekly Report 

             

The Goods and Services Tax (GST) revenues crossed the Rs. 1.5 Lakh crore mark for the first time and touched 

a new record of 1.67 lakh crore in April 2022 on the back of increased compliance, better tax administration and 

improved economic activity despite the escalating geopolitical tension. April’s GST collection are almost 18% 

higher than the government previous record of Rs. 1.42 lakh crore in March 2022 and 20 per cent higher when 

compared to the year ago figure of Rs.1.39 lakh crore [8]. It is a result of various measure taken by the tax 

administration to nudge tax payers to file timely return and make compliance easier and smoother and strict 
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enforcement action taken against defaulters. 

 

 

Figure 4: India’s Forex Reserve                                                                                                                    Source: Ministry of Finance
 

 

 

India gets the highest annual FDI inflow of USD 83.57 billion in FY 2021-22. India rapidly emerges as a preferred 

investment destination. FDI inflows have increased 20- fold in last 20 years. FDI equity inflows in manufacturing 

rose by 76% in FY 2021-22.FDI inflows rose by 23% post covid. Karnataka emerges as the top FDI equity inflow 

recipient state in the India.  Singapore account for approx. 27% of FDI equity inflow followed by the USA 18%. 

Computer software and Hardware becomes the top recipient sector of the FDI equity inflows with shares of around 

25%. It may be noted that FDI inflows has increased by 23% post covid (March 2020 to march 2022: USD 171.84 

billion) in Comparison to FDI inflow reported pre covid (February 2018 to February 2020; USD 141.10 billion) 

in India. The Steps taken by the government during last eight years have borne fruit as is evident from the ever-

increasing volumes of FDI inflows being received into the country.[1] 
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(5)   Challenges for 5 trillion Economy: 

In recent, former RBI governor D Subbarao has talked about the eight key challenges for India to overcome to 

achieve the dream of 5 trillion-dollar economy. He also added “India can become a 5 trillion economy as 

envisaged by Prime Minister Narendra Modi not before 2028-29”. To achieve this goal an annual GDP growth 

of 9 per cent consistently for the next 5 years and which is quite difficult to maintain during these global 

uncertainties. Another measure challenge that Indian economy is facing is low contribution of the agriculture 

sector in GDP while this sector provides employment to approx. 47% of Indian population. 

Following given point may be the speed breaker to achieve the goal timely, so government must focus on these. 

Low Per Capita Income 

Per Capita Income is the basic indicator to measure the health of any economy. Higher per capita shows better 

living of standard, better education, better health facilities, better food pattern. If we talked about per capita 

income in Indian prospects then in 2014 it was $1560 and is approx. $1962 in December 2021. Mathematically 

per capita income is averaging the Net national Income by dividing its population but from lens of economics it’s 

not present the fair picture because of unequal distribution of Income. This makes the problem of poverty a critical 

one and a big obstacle in the economic progress of the country. 

Huge dependence of population on agriculture 

Another aspect of Indian economy that reflects the backwardness of Indian economy is the distribution of 

occupations in the country. Indian agriculture sector has managed to live up to the demands of fast increasing 

population of the country, nearly 47 per cent of the working population in India is engaged in agriculture and 

unfortunately, it contributes merely 17 percent to the GDP. 

Lack of Infrastructure 

Lack of infrastructure is a serious problem affecting the growth of the economy. Infrastructure includes Roads, 

Bridges, Dams, Inland waterways, Shipping Ports, Air ports Warehouses, Dedicated freight corridor for railways, 

Electricity Grids, Banking, Internet facility, Hospitals, Educational Institutions etc. the potential of different 

regions of the country remains under- utilized. 

Dependence on Other Nations 

In the era of globalization, countries are trading with each other’s. India is also emerged as a global trader in the 

world but if we talked about in monetary terms then India’s import is higher than its export. Many necessary items 

like Crude oil, medicines, machine, defence equipment, electronic gadget, India is merely dependent on other 

nation. This dependency gives leverage to other nation to influence India economically and politically. If India 

wants to wean itself off its dependence on China, USA etc. capabilities have to be developed in these areas. In 

October 2022 a report has been published by SIPRI(Stockhome International Peace Research Institute),as per 

report India has emerged as fourth defence equipment producer and has reduced its dependency in many small 

equipment in countries like Russia,U.S. This happens due to ‘Make in India initiative’. Government should also 

focus on especially chemicals, textiles, footwear so that both inputs and final consumer goods in these low value 

imports can be manufactured in India. 

 

Slow improvement in rate of Capital formation 

India always had a deficiency of capital, however in recent years, India has experienced a slow but steady 

improvement in capital formation. India requires around a gross capital of formation of around 14 percent to offset 

deprecation and maintain the same level of living. The only way to improve the standard of living is to increase 

the rate of gross capital formation. 
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(4)     Opportunities for 5 trillion Economy 

Amid the Covid-19 crisis, India became the largest producer of personal protective equipment (PPE), which is a 

testimony to the country’s manufacturing prowess. Before the pandemic, India was a net importer of PPE kits. 

However, amid import bans and within a span of two months, the country became self-reliant for PPE and started 

exporting the kits. The government should capitalize on this momentum and aggressively set out to become self-

reliant. As companies adapt the “China + One” strategy, India’s government must show its intent with faster land 

clearances, reduced bureaucracy and greater incentives to attract investments in sectors like medical textiles, 

smartphones and semiconductors.[6] Conflicts of Russia - Ukraine has raise an opportunity for India and a hope 

for the world because India has emerged as the global food supplier. India has posted its highest ever wheat 

production of 111 tonnes. India is using the bounty for economy diplomacy too.it has agreed with the United 

nation world Food programme to donate 50,000 tonnes to Afghanistan which has been devasted by drought, 

economic and political turmoil. 

 

Paolo Mauro, Deputy Director of International Monetary Fund speaks on India’s digital cash transfer scheme, 

terms it to be a “logistical marvel”, seeking to help people at low -income levels, reaching hundreds of millions 

of people.[7] 

Here are some opportunities that can take India forward towards 5 trillion-dollar economy: 

Huge number of Working Population 

India is currently at a stage of demographic transition with a substantial number of youth population. The young 

population in the age group of 15-24 years is projected to decline from 233 million from 2011 to 227 million in 

2036.However, the proportion of the working age population is expected to increase from 61% in 2011 to 65% 

in 2036. India is adding 12 million people to the working population each year. This number consists skilled, 

unskilled high paid, low paid all type of working population. 

Strong Elected Government in Centre 

It may seem quite political but undoubtedly this is opportunity for India because when there is strong elected 

government then it’s easy for making and implementing the policies smoothly. 

China’s declining popularity 

China’s aggression towards India and Taiwan, treatment with Uighurs. Debt trap policy in which China offers 

heavy loan to small and needy country to gain the political leverage, Sri Lanka is the recent example. A part of 

that COVID pandemic is the measure reason the new virus and disease were unknown before the outbroke began 

in Wuhan-China, in December 2019. These all has diminished the China’s popularity among the Foreign 

Investors. In such a situation, Investor looks India as investment heaven. 

Potential of the Green Energy 

The geographical location of India has a strong potential for solar energy, Wind Energy. Use of green energy will 

reduce the dependence on fossil fuel which directly impact the forex reserve. As per the finding of the World 

bank low emission and resources-efficient greening of India’s economy is possible at very low cost in terms of 

GDP growth. The report also suggests the implementation of green growth strategies to promote sustainable 

growth in the country and to combat environment degradation and natural resources depletion. 

Crucial role of Ports in Indian Economy 

From the ancient time the role of port in the Indian economy was very crucial. India’s GDP during the Mughal 

rule was 30% of the world’s GDP and ports played an important role in this. India is situated in such geographical 

location; the borders of 13 states and union territories of India are bordered by the sea. India is surrounded by 

three side, Bay of Bengal, Arabian sea and Indian Ocean. Demand of the Indo-Pacific Region is dominated by a 

superpower like India, in which our ports will be playing an important role. 
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(6)  Key Initiatives must take for achieving $5 Trillion and beyond Economy target: 

 

Responding to the growth challenges, Government is taking many steps to put the economy back on track. On 

December 13 2021, Finance Ministry unveiled a detailed presentation on steps taken to boost economy. Chief 

Economic Advisor Krishnamurthy Venkata Subramanian said the government is focusing on increasing 

consumption to boost economic growth. Presenting steps taken by the government in the past few months to pull 

the economy out from a six-year low growth, he said the measures include corporate tax cuts to improve risk-

return of companies.[8] 

Going forward what steps can Government take to get closer to its target. Niti Ayog CEO Amitabh Kant recently 

outlined following steps.[9] 

 

Increase Ease of Business and Ease of Living to promote private investments 
 

Over the last four years, the government has scrapped over 1,300 antiquated laws It has done away with a lot of 

archaic procedures, rules and regulations. 

Through a series of reforms, India has jumped up 79 positions in ease of doing business. In 2014 it was 142nd and 

in 2022 it is 63rd.No other large country has been able to do this. India has jumped up 79 positions, but our 

challenge is that in the next two years India must reach the top 50 and in the next five years reach the top 25. 

 

Urbanization 

 
Cities account for less than 5% of the earth land mass, but they account for over 75 % of the global GDP. So, 

Urbanization in cities is important as they are centres of economic growth. 

While the process of urbanization has ended across America and Europe, and matured in China, it has just begun 

in India. In the next 5 decades, India should see more Urbanization than what we've done in the last 500 years. 

While there will be many challenges, India needs more Urbanization to grow rapidly. 

Women Participation 

 

India cannot grow at high rates over a 3-decade period without gender parity. In India, only 26% of the women 

work; the worldwide average is 48%. If such a major chunk of the population is not working and we consciously 

don't put women into positions of power, it will be very difficult for India to grow. 

 

 

Agriculture Reforms 

 

It's not possible to grow over long periods of time without some very major structural reforms in the agriculture 

sector because that's where close to 60% of India lives. You can't keep growing on subsidies, you can't keep going 

on just giving assistance to farmers without ensuring better markets, without putting technology, without contract 

farming and so on. Agriculture sector reforms are critical. 

 

(7)    Finding and Suggestions: 

 

In the present paper a study has been done to assess the performance of Indian Economy through certain 

performance indicator like GDP growth rate, Per Capita Income, Availability of Forex reserve, GST collections, 

Foreign Direct Investment. In these all-aspects, Indian economy shows a growing trend, specially from 2015-16. 

The study shows the economy is growing and fundamentally strong but some geopolitical events like Russia- 

Ukraine conflicts, China’s aggression towards Taiwan, US-China trade war have impacted the energy prices, 

disruption in global supply of food, Dollar -Rupee exchange value which naturally affects the Indian economy 

adversely. However, these challenges have also arisen and it’s a time to grab such opportunities to cater the 

coming challenges. Another measure challenge that Indian economy is facing is low contribution of the 

agriculture sector in GDP while this sector provides employment to approx. 47% of Indian population. 

Undoubtably India is growing very fast and emerging as performer country but its majority focus is on financial 

services, real estate and professional services. In agriculture, forestry and fishing and manufacturing gross value 

addition is very low. Through the study it is suggested that Government Should focused on these Primary sectors 

to boost the contribution in GDP. India is required to depart from the traditional thinking and must adopt the new 
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ideas and innovation. Investment, Productivity growth, Job creation, Demand and Supply, Export these all must 

synchronised the economy will be in synchronised and help the economy to attain its ultimate objective. 

The success of India to become $ 5trillion economy by 2025 depends on how India navigates this uncertain world 

of disequilibrium. 
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