
                              Insights Mind maps 
 

www.insightsonindia.com  Page 1                                                      www.insightsias.com  

General Studies-3; Topic: Indian economy – growth and development 
 

Growing Income Inequality 
 

1) Introduction 

 Income inequality refers to income distributed in an uneven manner among a population.  

 Asian countries’ rapid economic expansion has lifted hundreds of millions of people out of poverty 
in recent decades. 

 Yet the income distribution has lately worsened, with inequality more severe in Asia than in the 
developed economies of the West. 
 

2) Reasons 

 New technologies raise demand for skilled workers that fuels the expansion of the wage gap 
between skilled and unskilled.  

 Nobel laureate Angus Deaton has acknowledged, Globalization and technological innovation have 
helped to widen the gap between the haves and have-nots. 

 Income inequality often goes hand in hand with inequality of opportunity like limited educational 
and economic prospects for youth from disadvantaged backgrounds.  

 India has a high number of multi-generational billionaires and many transfer wealth to their heirs 

 Agriculture remains a key sector and land reform has been only very partial. 

 Income inequality is "likely to exacerbate" due to the "governments inability to create jobs" 

 Emphasis on reduction of the fiscal deficit leads to low spending on social welfare schemes. 
 

3) Present Status 

 In India not everyone has shared the rapid growth of wealth. 

 Disparity in ratios of per capita income of the top 1% and bottom 50%. 

 The share of national income accruing to the top 1% income earners is now at its highest level 

 According to Global Wage Report 2016-17 of the International Labour Organisation, India has huge 
gender pay gap and gender wage disparity 

 Even the “Asian Tigers”—Hong Kong, Singapore & Taiwan, which were previously known for equity, 
face rising inequality. 

 In advanced economies like USA and France, the gap between the rich and poor is at its highest 
level. 
 

4) Concerns / Challenges 

 Income inequality can erode the consensus in favour of pro-growth economic policies, and spur 
political instability. 

 Progressive redistribution policies could end up hurting the economy, by reducing business 
investment 

 There is a growing temptation to reject globalization and embrace populist redistribution policies 
that could end up doing far more harm than good. 

 Income inequality in India has negatively impacted poor citizens' access to education and 
healthcare. 

 It violates a basic democratic norm: the equal standing of citizens.  

 People working in unorganized sectors are the worst sufferers of economic inequality. 

 They are characterized by low wages, long working hours and lack of basic services. 



                              Insights Mind maps 
 

www.insightsonindia.com  Page 2                                                      www.insightsias.com  

5) Way Forward 

 Providing opportunities for youth, whatever their background, to ascend the income ladder.  

 Governments must complement their pro-growth policies with policies ensuring that the gains are 
shared much more equally and sustainably. 

 Effective development of human capital, which not only supports higher incomes today, but also 
ensures intergenerational mobility tomorrow.  

 Raise the minimum wages and tax rates for the highest income earners & corporate entities  

 Investing more in public education, in order to expand opportunities for all population groups. 

 Reforming curricula to ensure that young people are getting the knowledge and skills they need to 
prepare them for the labour market.  

 Labour market should be made more efficient and flexible, so that it can match people with the 
right jobs and reward them adequately. 

 As technology continues to transform the economy, life-long education and training is needed to 
enable workers to keep up. 

 Government should sustain pro-growth policies that boost overall job creation and reduce 
unemployment 

 There is need to tackle bias against caste and gender by recognising the value and dignity of all 
work (including unpaid work) and all workers  

 
 


