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Overview of Arunachal Pradesh's Economy 

Arunachal Pradesh, located in the north eastern part of India, is the largest state in the region 

by area. Known as the "Land of the Rising Sun," it is home to diverse cultures, lush green 

landscapes, and abundant natural resources. The state is also geopolitically significant, 
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sharing international borders with Bhutan, China, and Myanmar. This article provides an in-

depth look into the economy of Arunachal Pradesh, exploring its key sectors, challenges, and 

development prospects. 

 

1. Geographical and Demographic Context 

Arunachal Pradesh is endowed with vast natural resources, including forests, rivers, and 

minerals. The state spans approximately 83,743 square kilo meters and is largely 

mountainous. With a population of around 1.4 million (2021 Census), the state has a low 

population density, and most people live in rural areas. 

Key Facts: 

 Capital: Itanagar 

 Population Density: ~17 persons per sq. km 

 Forest Cover: ~80% of the total area 

 

2. Contribution to Gross State Domestic Product (GSDP) 

Arunachal Pradesh is among the smaller contributors to India’s overall GDP, reflecting its 
nascent industrial development and predominantly agrarian economy. According to the 

Reserve Bank of India (RBI) report (2023), the state’s GSDP grew at an average rate of 6.5% 
over the past five years. 

Sectoral Breakdown of GSDP: 

 Agriculture and Allied Activities: ~35% 

 Industry: ~22% 

 Services: ~43% 

 

3. Agriculture and Allied Activities 

Agriculture remains the backbone of Arunachal Pradesh’s economy, employing over 60% of 
the population. The state practices traditional shifting cultivation (jhum), although efforts 

are underway to promote modern agricultural techniques. 

Key Crops: 

 Rice: The staple food crop 

 Millets and Maize: Cultivated in hilly regions 

 Horticulture: Oranges, apples, and pineapples 

 Tea and Bamboo: Emerging cash crops 
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Challenges: 

 Limited mechanization 

 Poor irrigation infrastructure (80% of agriculture is rain-fed) 

 Dependence on subsistence farming 

 

4. Forestry and Biodiversity 

Forestry plays a vital role in the state’s economy, contributing to both livelihoods and 

revenue generation. Arunachal Pradesh boasts one of the richest biodiversity hotspots in the 

world, with abundant medicinal plants, bamboo, and timber resources. 

Initiatives in Forestry: 

 Promotion of community-based forest management 

 Revenue generation through bamboo-based industries 

 Conservation efforts to curb deforestation 

 

5. Hydropower Potential 

Arunachal Pradesh is often referred to as the “Powerhouse of India” due to its immense 
hydropower potential, estimated at around 50,000 MW. The state’s perennial rivers, such as 
the Siang, Subansiri, and Lohit, offer significant opportunities for energy generation. 

Current Status: 

 Installed hydropower capacity: ~2,000 MW 

 Key Projects: Subansiri Lower Dam, Ranganadi Hydroelectric Project 

Challenges: 

 Environmental concerns and displacement of indigenous communities 

 Slow project implementation due to logistical issues 

 

6. Industrial Sector 

The industrial base of Arunachal Pradesh is underdeveloped, primarily comprising small-

scale industries focused on food processing, handicrafts, and bamboo products. 

Prominent Industries: 

 Food Processing: Leveraging the state’s horticultural output 
 Handloom and Handicrafts: Showcasing tribal artistry 
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 Bamboo Industry: Bamboo-based furniture and construction materials 

Government Initiatives: 

 Establishment of industrial estates in Itanagar and Pasighat 

 Encouraging investments through the North East Industrial Development Scheme 

(NEIDS) 

 

7. Tourism Sector 

Tourism is a growing contributor to the economy, driven by Arunachal Pradesh’s pristine 
landscapes, rich cultural heritage, and adventure activities. Key attractions include: 

 Tawang Monastery: Largest Buddhist monastery in India 

 Namdapha National Park: A biodiversity hotspot 

 Ziro Valley: Known for its music festival and paddy-cum-fish farming 

Challenges: 

 Limited infrastructure such as roads and hotels 

 Restricted access due to the Inner Line Permit (ILP) system 

 

8. Infrastructure Development 

Infrastructure is a critical focus area for the state government, with significant investments in 

roads, railways, and digital connectivity. 

Roadways: 

 Construction of the Trans-Arunachal Highway is a game-changer. 

 Emphasis on improving rural connectivity under the Pradhan Mantri Gram Sadak 

Yojana (PMGSY). 

Railways and Air Connectivity: 

 Operational railway line: Naharlagun to Guwahati 

 Greenfield airport: Hollongi Airport near Itanagar 

Digital Connectivity: 

 Broadband penetration under the BharatNet Project 

 

9. Trade and Commerce 
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The strategic location of Arunachal Pradesh offers potential for cross-border trade with 

Bhutan, Myanmar, and China. However, geopolitical tensions and lack of robust trade 

infrastructure limit this sector's growth. 

 

10. Challenges Facing the Economy 

1. Geographical Isolation: Rugged terrain hinders infrastructure development. 

2. Dependence on Central Assistance: Over 90% of the state’s revenue comes from 

central grants. 

3. Underdeveloped Markets: Limited industrial and commercial hubs. 

4. Environmental Concerns: Development activities often conflict with conservation 

needs. 

5. Migration of Youth: Out-migration for better education and employment 

opportunities. 

 

11. Development Initiatives 

1. Atma Nirbhar Arunachal: Promoting self-reliance in agriculture and small 

enterprises. 

2. Hydropower Projects: Attracting private and public investments. 

3. Skill Development Programs: Training youth in hospitality, IT, and handicrafts. 

4. Tourism Promotion: Focused campaigns to attract domestic and international 

tourists. 

 

12. Future Prospects 

With its vast natural resources and unique cultural heritage, Arunachal Pradesh has 

significant untapped economic potential. Strategic investments in infrastructure, tourism, 

hydropower, and agriculture can transform the state into an economic hub for the Northeast. 

Roadmap for Growth: 

 Accelerate hydropower project implementation 

 Expand industrial estates and encourage startups 

 Develop eco-tourism and sustainable farming practices 

 Strengthen cross-border trade infrastructure 

 

Gross State Domestic Product (GSDP) Trends 

Arunachal Pradesh, the "Land of the Dawn-lit Mountains," is a state with immense potential. 

Rich in natural resources and boasting stunning biodiversity, its economy is gradually 


