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Abstract

Rajasthan, one of India’s largest states, has undergone significant economic transformation over the past two
decades. Once primarily dependent on agriculture and mining, the state is now expanding into renewable
energy, manufacturing, tourism, and services. This review synthesizes scholarly research and government
reports published between 2010 and 2025 to assess the trajectory of economic diversification and its
implications for inclusive growth in Rajasthan. Drawing from over thirty peer-reviewed studies and policy
evaluations, the paper highlights structural shifts in output, employment, and investment patterns. It argues that
while diversification has enhanced Rajasthan’s GDP growth, persistent regional inequalities, rural distress,
and limited skill development hinder equitable progress. The paper concludes by recommending policy
measures centered on human capital formation, MSME strengthening, and equitable regional infrastructure
development to foster sustainable and inclusive economic growth.
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I.  Introduction

Rajasthan, accounting for nearly 10% of India’s geographical area, has traditionally been known for its
agrarian economy, mineral wealth, and handicrafts. Over the past two decades, however, the state has witnessed
a gradual shift toward a more diversified economic structure. According to the Rajasthan Economic Review
(2023), the tertiary sector now contributes nearly 47% of the Gross State Value Added (GSVA), followed by
the secondary sector at 27% and agriculture at 26%.

The drivers of this transformation include rapid industrialization under the “Invest Rajasthan”
initiative, infrastructure development along the Delhi-Mumbai Industrial Corridor (DMIC), expansion of the
renewable energy sector, and the growth of MSMEs and tourism-based entrepreneurship (Kumar & Sharma,
2021; Sinha & Rani, 2023).

Despite this progress, economic diversification has not translated evenly across districts. Rural areas,
particularly in western and southern Rajasthan, continue to face poverty, drought vulnerability, and low literacy
rates (NITI Aayog, 2022). Hence, the central question that guides this review is: To what extent has economic
diversification in Rajasthan fostered inclusive and sustainable growth?

This paper aims to review the major trends in Rajasthan’s economic diversification and assess their implications
for inclusivity, using secondary data from recent literature.

II. Methodology
This study follows a systematic review approach. Academic sources from 2010-2025 were identified through
Scopus, JSTOR, Google Scholar, and RBI/NITI Aayog databases. Keywords used included: Rajasthan
economy, inclusive growth, diversification, industrial development, and rural employment.
A total of 35 sources were selected based on:
e Focus on Rajasthan’s regional or sectoral economic transformation;
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e Availability of full text;

e Relevance to diversification, inequality, or employment.
Publications were grouped under four analytical themes:

1. Sectoral diversification and growth trends;

2. Agricultural restructuring and rural livelihoods;

3. Industrial and MSME development;

4. Inclusion and policy challenges.
This review relies entirely on secondary data and analytical synthesis — no field surveys or primary data were
used.

III.  Review of Literature
3.1 Sectoral Diversification and Growth Patterns
Recent studies highlight the structural transformation of Rajasthan’s economy toward non-agricultural sectors.
Kumar and Sharma (2021) note a steady shift in GSVA composition, with services — particularly tourism,
transport, and finance — driving growth. Singh (2022) attributes much of this diversification to investment
inflows from Invest Rajasthan 2022, which attracted over %11 lakh crore in commitments across renewable
energy, textiles, and mining.
However, Roy and Gupta (2024) argue that diversification is spatially uneven — concentrated in Jaipur, Alwar,
and Jodhpur — while arid districts such as Barmer, Jaisalmer, and Banswara remain economically
marginalized.

3.2 Agricultural Transformation and Rural Livelihoods

Agriculture still employs over 55% of Rajasthan’s workforce, despite contributing only 26% to GSVA
(Rajasthan Economic Review, 2023). Research by Mehta and Jain (2021) shows a decline in farm incomes due
to erratic rainfall, groundwater depletion, and land fragmentation.

However, diversification within agriculture — through horticulture, animal husbandry, and agro-processing —
has shown promise (Choudhary & Rathore, 2020). Dairy cooperatives in Jaipur and Sikar, and livestock-based
enterprises in western Rajasthan, have improved rural incomes, especially for women (Saini, 2022). Yet,
insufficient irrigation infrastructure and limited credit access continue to restrict rural productivity.

3.3 Industrial and MSME Development

The manufacturing sector has expanded through initiatives such as RIICO industrial areas and DMIC nodes in
Neemrana and Khushkhera. Verma (2023) notes that Rajasthan’s industrial policy emphasizes renewable
energy, textiles, and ceramics. MSMEs now contribute over 40% to state exports, providing employment to
around 12 lakh people (Rajasthan Industrial Development Report, 2024).

Nevertheless, Narayan and Meena (2022) caution that MSME clusters face challenges of credit constraints, low
technology adoption, and inadequate skill development. Industrial growth has also bypassed tribal and desert
regions, deepening regional disparities.

3.4 Inclusive Growth and Regional Disparities

Studies converge on a growing concern: economic diversification has not been inclusive. The Human
Development Index (HDI) of Rajasthan (0.66 in 2023) remains below the national average (NITI Aayog, 2023).
Patel (2022) attributes this to low education levels, gender disparities, and infrastructural gaps in rural districts.
Gender inclusion remains limited despite programs like Rajasthan Rural Livelihoods Mission (RRLM).
Women’s workforce participation stands at 28%, below the national average (Kumari & Singh, 2023).
Furthermore, tribal populations in Udaipur and Dungarpur remain economically excluded due to limited access
to markets and credit (Sharma & Rani, 2021).

Digital inclusion, however, is emerging as a promising equalizer. The Rajasthan DigiConnect Initiative (2022)
has expanded e-governance and financial literacy in rural areas, improving inclusion metrics (Joshi, 2024).

3.5 Governance and Policy Initiatives

Recent policies — including Rajasthan Industrial Development Policy (2022), Solar Energy Policy (2023), and
Mukhyamantri Laghu Udyog Protsahan Yojana (MLUPY) — reflect a proactive governance approach. These
programs target industrial promotion, renewable energy investment, and MSME financing (Government of
Rajasthan, 2024).

However, Gupta (2024) argues that fragmented implementation and bureaucratic delays hinder outcomes. The
state’s economic planning must adopt an integrated framework aligning industrial, agricultural, and social
policies to achieve inclusive growth.
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IV.  Discussion

The reviewed literature reveals both progress and contradictions in Rajasthan’s development trajectory. The
state has successfully diversified its economy, yet the benefits remain unevenly distributed. Industrial and
service growth are urban-centric, while rural and tribal areas lag behind.
Agriculture continues to employ the majority of the workforce, yet contributes little to GSVA — indicating a
productivity gap. The MSME sector offers a bridge for inclusion but faces financial and infrastructural
bottlenecks.
Inclusive growth thus depends on:

e  Enhancing rural infrastructure (roads, irrigation, and digital connectivity);

e  Expanding skill development programs aligned with industry demand;

e  Promoting women-led entrepreneurship;

e Ensuring equitable regional investment.

V.  Conclusion and Policy Recommendations
Rajasthan’s economic diversification signifies a crucial step toward modernization, but inclusivity remains a
challenge. To translate growth into broad-based prosperity, the following measures are recommended:
1. Rural-Urban Integration: Promote agro-industrial linkages, rural tourism, and decentralized renewable
energy to integrate rural economies.
2. Human Capital Investment: Strengthen education, vocational training, and digital literacy to prepare a
skilled workforce.
3. Equitable Industrial Policy: Incentivize industries in underdeveloped districts through fiscal benefits
and infrastructure support.
4. MSME Support Systems: Simplify credit access, promote cluster-based innovation, and digitalize
small enterprises.
5. Gender and Social Inclusion: Expand self-help groups and women-led cooperatives for economic
empowerment.
A sustainable Rajasthan must balance growth with inclusion — ensuring that every region and community
participates in the state’s economic transformation.
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