International Journal of Humanities and Social Science Invention (IJHSSI)
ISSN (Online): 2319 — 7722, ISSN (Print): 2319 — 7714
www.ijhssi.org ||Volume 14 Issue 7 || July 2025 || PP. 63-66

Public Expenditure in Infrastructure and Its Impact on
India's Economic Growth
Dr Govind Motiram

Assistant Professor of Economics
Kaviratna Kalidas First Grade College Bidar

Abstract

Public expenditure on infrastructure has a profound and multifaceted impact on India's economic growth, acting
as a crucial catalyst for development. By investing in physical and digital infrastructure like roads, railways,
ports, airports, and telecommunications, the government facilitates trade, enhances productivity, and attracts
investment, thereby stimulating economic activity. These investments create both immediate and long-term
benefits, directly contributing to GDP growth and improving the overall quality of life for citizens. Public
spending on infrastructure directly fuels economic activity through the construction process itself. Projects like
the Bharatmala Pariyojana (a highway development program) and the expansion of the metro rail network create
jobs in the construction sector, increase demand for materials like steel and cement, and provide income to a wide
range of workers. This initial expenditure has a multiplier effect, as the earned income is then spent, further
boosting consumption and demand across the economy. Infrastructure development is a fundamental driver of a
country's GDP. Studies have shown a strong positive correlation between infrastructure development and
economic output in India. Efficient transport, energy, and communication systems are essential for a smooth and
productive economy. By removing bottlenecks and improving connectivity, infrastructure investments allow
businesses to operate more efficiently, which in turn leads to higher output and growth.
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I.  Introduction

India, a nation on a rapid trajectory of economic growth, recognizes that robust infrastructure is the
bedrock of sustained development. In this pursuit, the Bharatmala Pariyojana stands out as a transformative
government initiative aimed at revolutionizing the country's road network. Launched in 2017 by the Ministry of
Road Transport and Highways, this ambitious umbrella program seeks to address critical infrastructure gaps,
enhance logistics efficiency, and foster socio-economic development across the length and breadth of India.
(Ghosh, 2024)

The primary objective of the Bharatmala Pariyojana is to optimize the efficiency of freight and passenger
movement. This is being achieved through a multi-pronged approach that includes the development of economic
corridors, inter-corridors and feeder routes, national corridor efficiency improvements, border and international
connectivity roads, coastal and port connectivity roads, and greenfield expressways.

By interconnecting 550 district headquarters with a minimum of four-lane highways, up from the
previous 300, the project aims to significantly increase the proportion of freight traffic carried on National
Highways from 40% to 80%. Furthermore, the project envisions a network of Multimodal Logistics Parks
(MMLPs) to streamline freight movement and reduce logistics costs, which are crucial for enhancing India's
competitiveness in global trade.

A robust infrastructure network is a key factor for investors, as it ensures reliable operations and a
conducive business environment. Foreign Direct Investment (FDI) often flows into sectors and regions with a
strong infrastructural backbone. Large-scale infrastructure projects are inherently labor-intensive, creating direct
jobs during the construction phase and indirect employment in ancillary industries. The long-term use of
infrastructure, like the operation of a new port or airport, also sustains employment opportunities. (Sundararajan,
2022)

The government's commitment to capital expenditure on infrastructure has been substantial, with
allocations increasing significantly over the years. Initiatives like the PM Gati Shakti National Master Plan aim
to integrate various infrastructure projects, ensuring seamless and coordinated execution to maximize their
economic benefits.

Pradhan Mantri Gram Sadak Yojana (PMGSY) scheme, aimed at providing road connectivity to
unconnected rural habitations, has had a transformative impact on rural economies.

By connecting villages to markets, it has improved access to agricultural inputs and markets for produce,
leading to higher incomes for farmers. It has also facilitated access to essential services like healthcare and
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education. A case study on the Gujarat Road Project, for instance, found that road construction had a significant
positive effect on per capita GDP growth.

The Delhi Metro has not only eased urban mobility but also catalyzed economic development along its
corridors. It has reduced traffic congestion, pollution, and travel time, while also increasing property values and
encouraging commercial activity in areas near metro stations. It's a classic example of how urban infrastructure
can improve the quality of life and spur economic growth simultaneously.

The benefits of the Bharatmala Pariyojana are far-reaching and diverse. For citizens, it translates into
smoother and faster travel, reduced congestion, and enhanced road safety due to modernized infrastructure. For
businesses, the project promises lower logistics costs and quicker transportation of goods, directly impacting their
profitability and efficiency. (Ranganathan, 2020)

II.  Literature Review

Ahluwalia et al. (2021): Over the years, the scheme has evolved to meet new demands. PMGSY -I1,
launched in 2013, focused on upgrading existing rural roads to enhance the overall road network. This was
followed by PMGSY-III in 2019, which aimed at the consolidation of through routes and major rural links,
connecting villages to important social and economic infrastructure such as agricultural markets, schools, and
hospitals.

Joshi et al. (2023): A dedicated vertical, the Road Connectivity Project for Left Wing Extremism
Affected Areas (RCPLWEA), was also introduced to improve connectivity in these sensitive regions, with relaxed
population criteria.

Singh et al. (2022): A key feature of PMGSY is its commitment to quality and sustainability. The roads
are built according to the standards laid down by the Indian Roads Congress. The scheme also employs a three-
tier quality control system to ensure the durability of the road works.

Kumar et al. (2023): PMGSY has been a pioneer in the use of new and green technologies, such as waste
plastics, cold mix, and stabilization techniques, to achieve cost-efficiency, reduce carbon emissions, and promote
a more sustainable approach to road construction.

Dash et al. (2023): By connecting villages to markets, PMGSY has facilitated the transport of agricultural
produce, reduced transaction costs, and enabled farmers to access a wider range of markets. This has led to a
notable increase in agricultural productivity and farm incomes. The improved connectivity has also encouraged
rural entrepreneurship and expanded the reach of non-farm employment opportunities in nearby towns and cities.

Public Expenditure In Infrastructure And Its Impact On India's Economic Growth

The PM Gati Shakti National Master Plan is a transformative initiative by the Government of India aimed
at revolutionizing the country's infrastructure landscape. Launched in October 2021, the plan seeks to create a
synchronized, multi-modal, and holistic approach to infrastructure development, moving away from the traditional
siloed working of different government ministries. By leveraging technology and inter-ministerial collaboration,
the plan aims to reduce logistics costs, improve efficiency, and make Indian businesses more globally competitive.

At its core, PM Gati Shakti is a digital platform that brings together 16 ministries, including Railways,
Roads and Highways, Petroleum and Gas, Power, Telecom, Shipping, and Aviation. This unified platform
provides a comprehensive view of existing and planned infrastructure projects through a Geospatial Information
System (GIS) with over 200 data layers. This unprecedented level of transparency and data-sharing allows for
better planning, prioritization, and execution of projects. For instance, the platform enables different departments
to visualize each other's work, preventing disjointed efforts and ensuring that infrastructure projects are planned
in a coordinated manner to provide last-mile connectivity. The plan is designed to be a "whole of government"
approach, promoting integrated planning and synchronized project implementation.

The key objectives of PM Gati Shakti are ambitious and multi-faceted. The primary goal is to enhance
multi-modal connectivity, ensuring the seamless movement of people, goods, and services across various modes
of transport. This includes integrating major schemes like Bharatmala (national highways), Sagarmala (port
development), Inland Waterways, and UDAN (regional air connectivity) under one umbrella. The plan also aims
to reduce India's high logistics costs, which currently stand at around 13-14% of the GDP, a figure significantly
higher than the global average. By optimizing routes and improving supply chain efficiency, the plan seeks to
bring down these costs, thereby boosting the competitiveness of Indian exports and domestic businesses.
Furthermore, PM Gati Shakti is integral to the government's vision of a US$ 5 trillion economy and the
"Aatmanirbhar Bharat" (Self-Reliant India) mission.

The impact of the PM Gati Shakti National Master Plan on Indian infrastructure is already becoming
evident. The integrated planning approach has helped in identifying and bridging critical infrastructure gaps,
particularly in last-mile connectivity for key sectors like coal, steel, and fertilizers. The use of the digital platform
has led to the optimization of project planning, with ministries like the Ministry of Road Transport and Highways
(MoRTH) and the Ministry of Railways (MoR) using the platform to map new road and railway lines. The plan
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has also streamlined regulatory approvals, as seen in the reduction of No-Objection Certificates (NOCs) required
for certain projects. The initiative has also attracted significant investment, with projections indicating cumulative
spending of over US$ 1.45 trillion in the coming years.

While the PM Gati Shakti National Master Plan represents a paradigm shift in India's infrastructure
development, it is not without its challenges. The successful implementation of the plan hinges on effective
coordination among various central and state government agencies, a task that can be complex due to bureaucratic
hurdles. Issues like land acquisition delays and environmental clearances continue to pose challenges to timely
project completion. Moreover, while the digital platform is a powerful tool, its full potential depends on the
availability of accurate, real-time data and the technical expertise to utilize it effectively across all levels of
governance.

The future prospects of PM Gati Shakti are immense. The plan is poised to transform not only physical
infrastructure but also the entire logistics ecosystem of the country. By focusing on multi-modal transport
solutions, fostering public-private partnerships, and extending the platform to the district level, the initiative can
drive inclusive and sustainable growth. The integration of advanced technologies like Al and the Internet of Things
(IoT) will further enhance supply chain visibility and efficiency. As the plan evolves, it has the potential to
decentralize infrastructure development, empower local communities, and create a robust, resilient, and globally
competitive India. The PM Gati Shakti National Master Plan is more than just a scheme; it is a strategic framework
that is laying the groundwork for a prosperous and self-reliant India for generations to come.

The journey of a nation is often paved with its roads. In a country as vast and diverse as India, where a
significant portion of the population resides in rural areas, connecting these villages to the mainstream has been a
persistent challenge. The "Pradhan Mantri Gram Sadak Yojana" (PMGSY), or the Prime Minister's Village Roads
Scheme, was launched on December 25, 2000, with a visionary objective: to provide all-weather road connectivity
to eligible unconnected habitations across the country. This flagship scheme, under the Ministry of Rural
Development, has since been a powerful instrument of social and economic transformation, bridging geographical
divides and unlocking the potential of rural India.

The primary objective of PMGSY is to ensure that no village is left behind due to a lack of connectivity.
The scheme initially targeted providing all-weather roads to villages with a population of 500 and above in plain
areas, and 250 and above in hill states, tribal, and desert areas. The term "all-weather" is crucial, signifying roads
with necessary culverts and cross-drainage structures that are usable throughout the year, even during the monsoon
season.

The scheme has significantly improved access to essential social services. With all-weather roads,
villagers now have better and more reliable access to healthcare facilities, leading to an increase in patient visits
and improved maternal and child health outcomes. Similarly, school enrollment rates have increased, as students
can travel to educational institutions more easily and safely.

By enhancing economic opportunities and access to services, PMGSY has been instrumental in poverty
reduction. Studies have shown a direct correlation between PMGSY road construction and a rise in household
income and a decline in poverty rates in connected villages.

PMGSY has been a crucial step towards inclusive growth, ensuring that the fruits of development reach
the most remote and marginalized communities. The scheme's focus on connecting eligible habitations, rather
than just revenue villages, reflects its commitment to reaching every last cluster of population.

Despite its monumental achievements, PMGSY has faced its share of challenges. Issues such as land
acquisition, forest clearances, and delays in project execution, particularly in difficult terrains and sensitive areas,
have hindered progress. Inadequate funding for the maintenance of roads, often the responsibility of state
governments and local bodies, has also been a concern, affecting the long-term durability of the assets created.
There have also been issues with quality control, with some instances of contractors compromising on materials
and standards.

To address these challenges, continuous and effective coordination between the central and state
governments is essential. Strengthening the maintenance framework, perhaps through a dedicated fund or a more
robust accountability system, is crucial to ensure the sustainability of the road network. Furthermore, leveraging
technology for monitoring and project management, such as the Online Management, Monitoring, and Accounting
System (OMMAS) and GIS systems, can enhance transparency and efficiency.

The Pradhan Mantri Gram Sadak Yojana is more than just a road construction scheme; it is a lifeline for
rural India. It has been a catalyst for change, driving economic growth, improving social indicators, and fostering
a sense of inclusion among millions of rural residents. The all-weather roads built under PMGSY have not only
connected villages but have also connected people to opportunities, services, and a brighter future. As the scheme
continues to evolve, with new phases and a renewed focus on sustainability and integrated development, it remains
a cornerstone of India's vision for an empowered and prosperous rural economy. The roads built today are the
foundations for a more connected and equitable tomorrow.
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Economically, improved connectivity acts as a catalyst for growth, attracting investments and creating
numerous direct and indirect employment opportunities in the construction and allied sectors. Strategically, the
development of border and international connectivity roads facilitates trade with neighboring countries like
Bangladesh, Bhutan, Nepal, and Myanmar, strengthening regional ties and promoting cross-border economic
activity. The emphasis on technology, including satellite mapping and GIS, in planning and monitoring ensures a
more scientific and efficient approach to road construction.

Out of a planned 34,800 km of National Highway length, projects covering approximately 26,425 km
have been awarded, with 19,826 km already constructed. This includes the development of high-speed greenfield
corridors, which are designed to drastically reduce travel times between major economic centers. The
government's commitment to road safety is also evident, with strict guidelines for regular safety audits during all
stages of project implementation. The ongoing efforts under the Bharatmala Pariyojana, aligned with initiatives
like PM Gati Shakti, underscore India's dedication to building world-class infrastructure that can support its
aspirations for a self-reliant and economically vibrant future.

The Bharatmala Pariyojana is more than just a road construction project; it is a strategic investment in
India's future. By creating a modern, efficient, and well-connected road network, it is not only facilitating trade
and commerce but also fostering inclusive growth, bridging regional disparities, and improving the quality of life
for millions of Indians. The project stands as a testament to the nation's resolve to build robust infrastructure as a
foundation for sustained progress and prosperity.

III.  Conclusion

The indirect impacts are arguably more significant and enduring. Improved infrastructure lowers costs
and increases efficiency for businesses. For example, better roads and rail networks reduce transportation costs
and time, making it easier and cheaper to move goods from production centers to markets. This enhances the
competitiveness of Indian industries both domestically and internationally. Similarly, advancements in digital
infrastructure, such as the BharatNet project to provide broadband connectivity to rural areas, enable the growth
of the digital economy, e-commerce, and services. This not only boosts productivity but also connects rural
populations to economic opportunities, reducing the urban-rural divide.
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