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Economic Disparity in India 

1) The state of India's Economic Disparity 

 India’s income inequality (measured by consumption) has risen since the 1990s. 

 India’s GINI coefficient is much higher (i.e. unequal) than many peer countries 

 The gains of growth flow upwards and disproportionately benefit the already-rich 

 India’s fertility rate is higher among lower-income and uneducated rural populations than higher-
income populations. 

 India’s high-income population enjoys better opportunities, and its top talent can compete with the 
world’s best  

 Decades of political influence have balanced the economic scales towards the wealthy 

 Policies implemented to boost growth and eradicate impoverishment have also contributed to 
exacerbating social inequality 

 Economic disparity in India can be compared by the fact that growth rates of the states of the single 
country varies to the greater extent. 

2) Factors intensifying India’s inequality 

 Continuing globalization and technological change 

 Population growth and migration, the success of a tiny elite, and lack of political will 

 Largely caused by the market-oriented and business-friendly economic model that has been 
implemented in India over the past thirty years 

 Market-oriented model has tended to neglect the millions of small farmers, rural non-agricultural 
workers, and urban informal workers 

 Policies that have come out of a strong nexus between politicians and business people 

2) Causes of Income Inequalities in India 

 Growth Factor: 

a) As development proceeds the incomes of the upper-income and middle-income groups rise 
more rapidly than those of the poor 

b) Capital-intensive type of growth leads to concentration of income in those few hands 

 Unemployment 
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a) The main reason for low level of income of the majority of Indian people is unemployment and 
underemployment and the consequent low productivity of labour 

 Inflation 

a) During inflation, few profit earners gain and most wage earners lose 

b) Since wages have lagged behind prices, profits have increased. This has created more and more 
inequality. 

 Tax Evasion 

a) In India, the personal income tax rates are very high. High tax rates encourage evasion and 
avoidance and give birth to a parallel economy. 

b)  Undue concentration of incomes in a few hands caused by large- scale tax evasion. 

 Regressive Tax 

a) The indirect taxes are regressive in nature. 

b) Created more inequality over the years due to growing dependence of the Government on such 
taxes 

 New Agricultural Strategy 

a) Benefits of higher productivity were enjoyed mainly by the rich farmers and landowners. 

b) The economic conditions of landless workers and marginal farmers deteriorated over the years 

c) Inequality in the distribution of income in the rural areas has increased 

 Inheritance 

a) So long as the system of inheritance lasts, inequalities are bound to be perpetuated. 

 System of Private Property 

a) Property is the very basis or cause of inequality of incomes. 

b) Differences in property lead to differences in incomes. 

3) Why Economic Disparity is bad for the country? 

 Growing wealth inequality limits efforts to overcome poverty and reach full development. 

 The ills of inequality are linked to social problems including higher infant mortality rates, shorter life 
expectancy, and widening student achievement gaps 

 The resulting unemployment and underemployment exacerbate the inequality gap. 
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 Recent research from the IMF suggests that inequality may in fact harm the growth prospects of an 
economy and high levels of inequality may cause redistributive pressures and lead to an unstable 
growth path 

 Poverty typically declines at a lower rate in countries with high inequality 

  Inequality is also a cause for worry because it may lead to social unrest 

  Huge inequality in wealth distribution has led some of them to demand reservations in 
government jobs. We can see this in many states demanding for OBC status 

4) Strategy to reduce the income inequality 

 India needs to look at the holistic view of the inequality existing across the states 

 Special assistance and focus is required on the eastern states on their poverty reduction and skills 
development 

 Integrated mechanism where eastern states can be benefited from the greater economic 
development of the western states by sharing different economic activities 

  Balance economic growth with social development and more emphasis on the wider reach of 
government schemes and equitable distribution of resources 

 Social entrepreneurship which focuses on developing innovative solutions to solve the social 
problems with sustained revenue growth 

 The companies need to create shared value for all stakeholders which can help them to increase 
their future income and wealth rather than just investing in CSR programmes 

 India needs to control population growth, close educational achievement gaps, and establish a 
durable and defensible competitive advantage 

 Government needs to set up strong agriculture-friendly policies that benefit both small farmers and 
landless workers, in order to curb distressed migration from rural areas. 

 Urban growth has to be based on labour-intensive industrialization, so that enough jobs exist for 
both people who leave rural areas and the millions working in the informal sector. 

 Furthering market reforms and ensuring increases in the productivity of the system  

  High Taxes on Luxuries. This will take away from the rich the power to display their wealth. 

 Fixing Minimum Wage 

a) For a more egalitarian society is to guarantee each citizen a minimum wage consistent with a 
minimum standard of living. 

b) The Centre has announced a hike in minimum wage for unskilled non-farm workers of the 
central government which is a good move 

 Social Security 
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a) Introduction of a comprehensive social security scheme guaranteeing to each individual a 
minimum standard of economic welfare 

b) Substantial benefits can be assured to persons whose incomes are low 

c) Increasing the spending on social security benefits and reaching the benefits to targeted 
beneficiaries 

 


