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Current State Of Economic Affairs In India 

Sarvajith 

 

Overview of the Economy Beyond GDP: 
 

Although Gross Domestic Product (GDP) is one of the common measures of an economy’s 

performance it is not comprehensive of an economy situation. India’s economic story is, therefore, not just about 

high GDP growth, but about the different aspects using even human development, regional development, and 

sustainable development and the unorganized economy. 
 

The strength and the variety of the economic resources linked to India is great and encompasses different 

domains. Mr. Sinad Notice, Information Technology and Communication Expert pointed out that the information, 

communication technology services, finance, and telecommunications industries are among those that produce a 

large fraction of the gross domestic product. 

Nonetheless, agriculture continues to be an important sector in the economy, offering paid work to approximately 

40 percent of the population even though the sector’s contribution to total GDP is small and contracting. The 

manufacturing sector supported by policies such as ‘Make in India,’ targets improvement of production and 

employment at home (World Bank, 2021). 
 

Although the training has been made compulsory among employees, regional disparities are still quite evident. The 

southern and western states including Maharashtra, Tamil Nadu and Karnataka have improved per capita incomes 

and facilities as compared to the northern and eastern states like Bihar and Uttar Pradesh (Ministry of Finance, 

2022). These discrepancies point to the fact that development and resource distribution are also uneven in the 

country. 
 

Environmental sustainability is another important feature of the economic situation in India. On the social aspect, 

rapid industrialization and urbanization have had their toll and some of the areas they have affected include air 

pollution, water pollution, deforestation, and loss of bee colonies. The government had launched several measures 

to deal with these problems, for example, NCAP, the use of renewable energy sources (Ministry of Environment, 

Forest and Climate Change, 2020). 

Analysis of Per Capita Income: 
 

Gross Domestic Product per capita or per capita income, which relates income per head of the population in an 

area at a particular year, is one of the most important measures of economic development. Till date, while India 

has been experiencing a progressive increase in per capita income, the figure is nowhere near most of the other 

developing countries. Seemingly, the per capita income was estimated at around USD 2,200 on average in India by 

2021 (World Bank, 2021). 
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The differences between the states’ per capita incomes are rather significant. A positive relationship usually exists 

between per capita income and infrastructure so that the states with developed infrastructure and better access to 

education and health facilities display higher per capita income. For example, it reveals that; Kerala, which is much 

advanced in social development indicators has a higher per capita income as compared to economy backward 

states such as Bihar and Uttar Pradesh (Ministry of Statistics and Programme Implementation, 2021). 

Thus, income inequality is also related to the urban-rural cleavage. Larger proportions of population from the urban 

side have higher access to jobs and services, so they record high per capita income compared to the rural areas. 

Closing such gaps calls for policies that aim at enhancing on sector development, infrastructure, and distribution of 

resources in the country’s rural areas. 

Discussion on Inflation: 

These parameters are important in defining economical conditions; one amongst them is inflation meaning rate 

of rise in the general price level of goods and services. India is experiencing inflation for several years now 

because of a number of factors some are; disruption in the supply chain and lack of stability in the prices of fuels, 

the availability of foods is also limited. 
 

Hence, various departments of the Government of India collectively combat inflationary processes despite the fact 

that the main responsibility falls on the RBI due to its role as the macro-manager. Recent more focused inflation 

rate towards India has been moderate over the several years and fairly hovering near to 4-6% as signified by the 

detail CPI. However, the issue of food inflation is still considerable with it often influenced by the seasonal factors 

and problems with supply chain management (Reserve Bank of India, 2021). 
 

High cases of inflation are some of the innate economic instabilities that affect the general standard of a living and 

when poorly managed, it leaves the already poor, poorer. These measures include; The following measures has 

been taken by the government to counter the situation; Stabilizing the distribution channel, encouraging food crop 

production as well as adopting measures to check high prices of some basic necessities. 

Examination of Unemployment Rates: 
 

There have been also unemployment problems in India which could be explained both by the problem in creating 

more jobs and supply-demand skills gap in the labor market. The unemployment rate in India has change further 

high and lows at some extent due to COVID -19 outbreak. Latest statistics announced by the Centre for Monitoring 

Indian Economy (CMIE) reveal that unemployment rate stood at 7% in late 2021 (CMIE, 2021). 
 

It is even more worrying, now that India has one of the youngest populations in the world, where youth 

unemployment was also common. This results in underemployment of young graduates and the failure to harness 

human resources in economies where job vacancies are scarce. To improve the employment opportunities and to 

promote self-employment the government of India introduced some program like Skill India and Startup India etc. 
 

One of the catalytic factors in unemployment scenario in India is the informal employment sector where a 

sizeable proportion of the population are engaged in, but receive meager wages, and are not protected by labor 

laws. This shows that the existence of the informal sector, and the complications associated with it necessitate 

structural change that will help to create more formal jobs and enhance working conditions. 
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Below is a table summarizing recent unemployment rates in India: 

 
 

(Source: Centre for Monitoring Indian Economy, 2021) 
 

Thus, while India continues to glide ahead on the high-profile path to economic prosperity, there are inherent 

problems of income distribution, rising costs of living, and joblessness. To solve these problems, implementing the 

policies and strategies that put the focus on the concept of inclusive development that aims at increasing the 

availability and accessibility of the basic services as well as providing long-term decent employment for everybody. 

 
Extreme Divide between Social Sectors 

Income Disparity 
 

Data and Analysis on Income Distribution 
 

Analysis: Large disparity is observed through the ratio of the top 10% of the population holding 57% of the total 

income in India. The former is evidenced by the fact that the bottom 50 percent of the population controls only 13 

percent of the national income, speaking about the existing economic problems in this country. The marked 

disparity in income between the developed regions and the developing regions of the world requires policies 

geared towards closing this gap as part of the measures towards the enhancement of equitable growth. 

References: World Inequality Report 2022 

Comparative Studies or Reports on Income Disparity in India 
 

 

Analysis: Comparing the average monthly per capita expenditure between the urban and rural regions expenditure 

shows that they are higher in the urban regions pointing a higher disposable income. This clearly depicts that urban 

centers are better placed in terms of economy and resource endowment as compared to rural counterparts which 

are deprived of adequate economic prospects and living conditions. 
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References: National Sample Survey Office (NSSO) Report 2019-20 
 

Education 
 

Access to Education 

Analysis: This kind of education enrollment rate is high at the primary level, but it decreases at as the education level 

progresses. This has the ripple effect of causing hitches in continuing education in the areas of economical 

challenges, the lack of essential provisions such as infrastructure, and socio- cultural influences. Thus, the expansion 

of the access to the secondary and higher educational levels is necessary if the processes of increasing the rates of 

the educational efficiency and social mobility are to be stimulated. 
 

References: Ministry of Education, India 
 

Quality of Education and Outcomes 
 

Analysis: If the current student teacher ratios presented by various schools are anything to go by, there is no 

doubt that many classes to the primary ones are greatly overcrowded. From the case of Class 5 students, the 

literacy and numerical competence indicate poor learning results. Teacher training and better methods of 

teaching, as well as cutting the overcrowded classes, could improve the educational outcome result. 
 

References: Annual Status of Education Report (ASER) 2018 
 

Healthcare 
 

Access to Healthcare Services 
 

Analysis: Though there is a considerable chunk of healthcare facilities in India, the geographical distribution is 

concentrated, leaving millions of people in rural areas in the bad position. This means that there are disparities in 

the provision of the health facilities to the health needs of the rural people. The enhancement of the rural health 

system remains crucial due to the equal allocation of healthcare services. 
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References: National Health Profile 2020 
 

Quality of Healthcare Across Different Regions 

 
 

Analysis: Inadequate quality and unequal distribution of health facilities are portrayed by increased IMR and MMR 

recorded in rural regions as compared to urban ones. The disparities call for enhanced advisors and infrastructures, 

qualified and competent health care specialists, and efficient health care programs in rural areas. 
 

References: Sample Registration System (SRS) Bulletin 2020 
 

Farmer Distress 
 

Economic Challenges Faced by Farmers 
 

Analysis: They have an economic problem since most of them earn little from farming and are also heavily in debt. 

In view of this, the level of financial stress is high given that 51 percent of the agricultural households reported 

that they are in debt. Such measures like fair prices, credit facility and encouragement of diversification of sources 

of income are perhaps some of the policy interferences that will help to overcome this distress. 
 

References: NABARD All India Rural Financial Inclusion Survey 2018-19 

 

Potential Consequences of Extreme Income Disparity 
 

1. Economic Instability 
 

How Severe Income Disparity Can Lead to Economic Instability: 
 

These gaps of income indeed have reverberations to the predicaments of economic stability. When a small 

portion of population has lot of money, it means a large portion of money is held by few people thereby resulting 

in low aggregate demand. For example, the different income groups show that the lower income brackets will 

have far less disposable income thus reducing the overall consumption rates and therefore the flow of economic 

growth. This case can make people cut down on their spending, which in turn, may cause a reduction in 

production, laying off employees, and finally economic deterioration. 
 

Aggregate Demand: Income inequality decreases the demand of goods and services since the standard of living is 

low among the majority. Households earning more save more of their income and spend a lesser amount as 

compared to the low earning households. From previous literature, consumers in the lower income category are 

known to utilize higher proportion of there earnings than those in the higher income brackets hence the demand 

requirements in the economy (Stiglitz, 2012). 
 

http://www.ijcrt.org/


www.ijcrt.org                                               © 2024 IJCRT | Volume 12, Issue 9 September 2024 | ISSN: 2320-2882 

IJCRT2409103 International Journal of Creative Research Thoughts (IJCRT) www.ijcrt.org a899 
 

Investment and Savings: This means that the elites are likely to place their cash in risky ventures that are 

unproductive and this creates economic bubbles. Inequality could funnel money to such activities instead of 

beneficial use towards profit making businesses, thus leads to higher financial risks (Kumhof & Rancière, 2010). 
 

Social Services: The incomes may weigh down the public outlays since governments will require having a broad 

budget on pro-poor services and subsidies. This may cause higher public debts and concerns over fiscal discipline 

as noted by OECD, (2015). 

Case Studies or Historical Examples 
 

India (1991 Economic Crisis): In the 1990s it advanced on economic liberalization which in return, it steadily 

grew economically but also grew the income disparity. The first positive impacts of economic liberalization 

where perceived by the higher income earners leading to inequality that caused economic imbalance (Datt & 

Ravallion, 2002). 
 

India (Demonetization 2016): The withdrawal of high value currency notes appeared to target black money and 

corruption adversely impacted the poor and small business units by increasing economic dispensation to 

fragmentation (Ramakumar, 2017). 
 

India (COVID-19 Pandemic 2020-21): It brought out and intensifying pre-existing disparities in delivery of social 

determinants of health. On the economy, unemployment rises amongst the informal sector workers, new business 

closure and high levels of poverty result from the effects (Ghosh, 2020). 

Potential for Increased Social Unrest 
It was observed that high levels of income disparities were associated with social unrest because huge groups of the 

population feel neglected and marginalized. This means that when people feel that the economic system is 

unfavourable to them, there is likely to be demands, go-slow, and in the extreme, revolution. Poverty and 

inequality also have the affects on institutions and lead to high levels of criminality because everyone will try to find 

ways to maintain themselves. 
 

Perception of Unfairness: Large gaps in income mean that one party feels they are being unfairly treated and this 

could open the society for social problems. Democracy and equality are correlated in the sense that the citizens are 

willing to demand a change and protest in the event that they feel that the distribution of wealth is skewed 

(Wilkinson & Pickett, 2009). 
 

Erosion of Social Cohesion: This analysis makes inequality undermine social capital as people lose faith in 

institutions and society becomes polarized in terms of the economic status. This division can foster social capital 

leading to social conflict and reduce the collective actions in trying to address similar issues (Putnam, 2000). 

Examples from India 
 

Farmer Protests (2020-2021): The demonstrations of the Indian farmer against new farm laws showcased the 

problem and issue of farmers and rural areas of the country. Due to this, there was suffering, unrest, and long-

drawn agitation allegedly due to the impression intended by the laws that the big companies were favored against 

the small farmers (Bhattacharya, 2021). 
 

Caste-Based Movements: There is the problem of economic inequality in India which sometimes overlaps with 

social as well as caste differences. Demands as seen in the protests by the Dalit against discrimination on the basis 

of caste are brought about by both, economic as well as social injustice (Jaffrelot, 2003). 

Effects on Sustainable Economic Growth 
 

Income inequality is actually not very beneficial for economic growth because it limits the chances of sizeable 

population groups. When assets are accumulated in few hands they control education, health and other human 

necessities hence slow down on human capital and creativity. 
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Human Capital Development: Inequality can restrict people’s opportunity to acquire quality education and 

health care services thereby hampering the workforce capacity. Such a weak investment in human capital 

means that the skills of the population would be lower and any economy would be worse off with such a 

condition (Barro, 2000). 
 

Innovation and Entrepreneurship: High inequality can limit choices, credit and funding for new ventures and they 

cannot access suitable markets on their own. Reducing the inequality in income distribution can foster healthy 

economic growth and innovation (Aghion et al. ,2019). 
 

Projections and Expert Opinions 
 

Economic Survey of India (2020-21): From the survey, there is a clear indication that for economic growth to be 

sustainable more emphasis should be placed on lowering the income disparities. Some few policies include; 

Policies relating to inclusive growth which include health and education spending are critical towards long-term 

economic stability (Government of India, 2021). 
 

Niti Aayog: in India stresses the necessity of redistributive policies to tackle inequality as clearly indicated in their 

reports. This move can lead into better economic growth because it will expand on the human capital base 

through which innovative ideas could be discovered (NITI Aayog, 2020). 
 

To more equitably and sustainably grow the economy policymakers must better grasp extreme income disparity’s 

potential effects then use their knowledge as a basis for effective decision- making. 

 

Policy Recommendations to Address Income Disparity in India 

Possible Policies and Interventions 
 

Thus, the income differentiation issue needs more systematic policies and measures in India. Such strategies 

should be aimed at enhancing the economic welfare as well as social well being through access to quality 

education and health facilities, better social protection policies. 
 

1. Progressive Taxation: Speaking generally, having higher tax rates on people with higher incomes and lower 

tax brackets can help. This kind of taxation ensures that some rich people pay their fair share too. Additionally 

taxes on high-income earners can finance welfare programs targeting the poor segment of society. 

2. Universal Basic Income (UBI): Communal values include guaranteeing a base level of income to 

enforce everyone’s right to dignity and stability, eliminating poverty, and mitigating the disparity in income. ubi 

can however pay off especially to those in the informal sector they are often excluded from social security nets. 
 

3. Education and Skill Development: Putting your money into quality education and vocational training helps a 

person acquire relevant abilities that fetch better wages, thereby bridging the gap between the rich and the 

poor. This way, there is always a probability of moving higher up on the social scale through employment 

opportunities that will come up as a result of it. 
 

4. Healthcare Access: All individuals may live healthy and productive lives if they can access healthcare services 

conveniently. This will ease the economic burden of health-related problems on poor families. 
 

5. Labor Market Reforms: Protection of workers’ rights, decent wages and better working conditions are good 

strategies that can help to increase assures the income of the workers especially the ones in the informal economy. 
 

6. Financial Inclusion: The introduction of banking services, credit and or insurance, facilitates financial 

management and wealth creation by the low income earners. 
 

7. Social Safety Nets: Increasing the coverage of social protection measures such as unemployment insurance, 

food aid, and housing subsidies helps to save the most endangered social groups from the financial impact. 
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Successful Examples from Other Countries 
 

1. Scandinavia: Sweden, Norway, and Denmark are three countries which have effectively incorporated the 

policy of progressive taxation and sound system of social welfare; therefore, the gap between the rich and the 

poor is not very large. 
 

2. Brazil: In Brazil, the Bolsa Família program targets the poor families and offers them conditional cash 

transfers; the program has helped to cut the poverty and inequality rates. 

3. South Korea: Since many of the country’s growth strategies and the narrowing of the income gap have 

targeted education, investment in education and vocational training has been critical in the development of South 

Korea. 

 

Conclusion 

Summary of Key Findings 
 

The research on income disparity in India highlights several critical dimensions influencing economic inequality and 

its implications for the country's socio-economic landscape. Key findings from the analysis include: 
 

1. Economic Structure and Sectoral Contributions: Information technology, communication, finance and 

telecommunication contribute greatly to India’s GDP; however agriculture continues to be an important segment 

in the country providing employment to 40% of the population. However, the income and development disparity 

seen across the regions is steep, with the south and west states performing much better than the north and east 

ones. 
 

2. Per Capita Income Disparities: The per capita income for the country is quite high; however, there is a 

considerable disparity between several states. Countries that are developed in terms of infrastructure, education 

and health facilities like Kerala have higher level of per capita income compared to the related and backward 

places like Bihar and Uttar Pradesh. Other factors that cause income disparity are the urban to rural differentiation 

where urban area people are better placed in terms of job and service provision. 
 

3. Inflation and Economic Stability: India has continuously been plagued by inflation with supply chain 

interruptions, fuel price volatilities and scarce availability of food as the main contributors. This type of cost rise 

highly influences the inflation level and general cost of living whereby the poor are the greatest affected thereby 

instigating instability in the economy. 
 

4. Unemployment: Currently, joblessness persists as one of the issues of contention and has been worsened by 

the efforts aimed at combating the coronavirus. More alarming is the situation concerning the youthful people 

who are either unemployed or underemployed in the informal sector. These issues are sought to be addressed 

by Indian programs such as Skill India and Startup India but such programs need further refining. 
 

5. Income Distribution: The income distribution gap is gaping as fifty-seven percent of the income goes to the 

top ten percent of the population in contrast to the fifty percent bottom of the population that only controls 

thirteen percent of the income. It is in view of this that has been associated with economic imbalance, social 

upheavals, and slow rate economic development. 
 

6. Education and Healthcare: Standard of education and health services are also limited; villages present 

especially poor standards. Much need to enhance these sectors to minimize income disparity and investors’ 

qualify human capital. 
 

7. Farmer Distress: This indicates that farmers who contributed significantly to the country’s food basket and 

the global market remain impoverished with low income and high debts and hence the need for policies that will 

guarantee fair prices, credit facilities, and income diversification. 
 

http://www.ijcrt.org/


www.ijcrt.org                                               © 2024 IJCRT | Volume 12, Issue 9 September 2024 | ISSN: 2320-2882 

IJCRT2409103 International Journal of Creative Research Thoughts (IJCRT) www.ijcrt.org a902 
 

Implications for Future Research and Policy 
Inequality of income in India is more complex and diverse and thus calls for policy formulations and constant 

research. The following implications for future research and policy are derived from the key findings:The following 

implications for future research and policy are derived from the key findings: 
 

1. Policy Focus on Inclusive Development: The new policies for the future should focus on closing gap between 

regions and the developed and the rural areas. Development of infrastructures and education and health sectors, 

especially in the economically lagging areas, needs to be promoted for fairness. 
 

2. Progressive Taxation and Universal Basic Income: Holding advancement of progressive taxation and 

considering the experience of Universal Basic Income (UBI) may solve the problem of poverty. These measures 

can help in providing a more balanced distribution of resources, economic solidity could be achieved. 
 

3. Improved Education and Skill Development Programs: Quality education and vocational training should be 

pursued so that an individual can be empowered with the skills that will enable them to get a better-paying job. 

Policies of the country must also aim at increasing access to secondary and higher education, especially in rural 

areas. 
 

4. Labor Market Reforms: Measures to safeguard and ensure fair wages to the labor force should be taken; hence 

structural changes in creating more formal employment that enhances working conditions, especially in the 

informal sector, would be essential. 
 

5. Financial Inclusion: These provide avenues for low-income earners to improve their financial 

management and wealth creation by accessing banking services, credit facilities, and insurance. Financial 

inclusion forms the core component of income disparity reduction. 
 

6. health care: Accessibility to healthcare should be provided by equal opportunity to access health care services 

no matter the region. Policies should target ways in which the rural healthcare system can be improved, how to 

bring down infant and maternal mortality rates, and the quality of health care among citizens. 
 

7. Social Safety Nets: By boosting the span of social protection measures such as unemployment insurance, food 

aid, and housing subsidies, Social Safety Nets can give the most exposed inhabitants economic stability. 
 

8. Case Studies and Comparative Analysis: One can do comparative studies and a historical analysis to find out 

successful strategies—not necessarily of this country, but of others—in solving the problem of income disparity. 

Learning from the Swedish experience, Brazil, and South Korea may inform the policy-level initiatives in India. 
 

In conclusion, addressing income inequality in India will be from the roots. This would need policies being put in 

place that take cognizance of inclusiveness in terms of investing in human capital and having equitable access to 

resources by all. Future research should continue to build on this finding through innovative solutions and monitor 

the effectiveness of policy interventions for sustained progress towards the reduction of the income disparity. 
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