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Abstract 

From 2000 to 2019, this paper investigates in India the correlation between income disparity and 

economic mobility. We investigate trends in income distribution and intergenerational mobility using 

econometric methods combining panel data from the India Human Development Survey (IHDS) with 

other national databases. Our results expose a sophisticated interaction among mobility, inequality, and 

economic growth. India has seen notable economic progress over this time, but the advantages have not 

been equitably shared, which has resulted in ongoing, often worsening income inequality. Absolute 

mobility, especially in metropolitan regions and among some social groupings, does, however, also show 

improvements. The report helps to clarify India's economic development path and offers information to 

legislators trying to support inclusive growth and improve economic possibilities for all social levels. 
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1. Introduction 

From the turn of the century, India's economic 

scene has changed dramatically. With its GDP 

more than quintupling from $468 billion in 2000 

to an estimated $3.5 trillion in 2019 (World 

Bank, 2019), the nation has seen strong 

economic development. Millions of people have 

been pulled from poverty and the middle class 

has been enlarged by this amazing increase. 

Academic and policy debates now center, 

however, issues of income inequality and how it 

affects economic mobility. 

Income disparity and economic mobility have a 

complicated and several interaction. On one 

hand, great degrees of inequality might impede 

upward mobility since lower-income groups 

may have restricted access to education, 

healthcare, and economic prospects. 

Conversely, the existence of economic mobility 

helps people to gradually raise their economic 

level, therefore mitigating the negative 

consequences of inequality by offering means 

of improvement. 

The dynamics of income inequality and 

economic mobility in India between 2000 and 

2019 will be investigated in this work. We want 

to address the following research problems by 

using exact econometric methods and using 

thorough panel data: 

1. Over 2000 to 2019, how has income 

disparity in India changed? 

2. Over this period, what patterns in 

intergenerational economic mobility 

exist? 
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3. In what ways do patterns of mobility 

and inequality differ among various 

areas, social groupings, and economic 

sectors? 

4. In the Indian setting, what link exists 

between mobility, inequality, and 

economic growth? 

Policymakers as well as academics depend on a 

knowledge of these dynamics. Ensuring that 

expansion is inclusive and offers chances for all 

spheres of life is a major difficulty as India keeps 

on its path of economic progress. This paper 

adds to the body of knowledge already in use 

by giving a thorough examination of current 

trends and insights that might guide policy 

decisions meant to support fair development. 

This work is organized mostly as follows: 

Section 2, with an eye toward research in the 

Indian setting, examines the pertinent literature 

on income inequality and economic mobility. 

Section 3 describes our analysis's data sources 

and techniques. The results of our econometric 

study are presented in Section 4; Section 5 

addresses the ramifications of our results. 

Section 6 ends the work and provides 

recommendations for next studies at last. 

 

2. Literature Review 

2.1 Theoretical Foundations 

Kuznets's (1955) foundational work on the 

inverted U-shaped relationship between 

economic progress and income inequality marks 

the theoretical roots of the inequality-mobility 

relationship. Kuznets postulated that when 

economies moved from agriculture to industry, 

inequality would first rise; however, as 

development advanced, it would finally decline. 

Emphasizing the part parental investments in 

human capital play, Becker and Tomes (1979) 

created a theoretical model of intergenerational 

mobility. Their efforts set the stage for 

knowledge of how varied access to education 

and other opportunities might allow inequity to 

continue throughout generations. 

More lately, Corak (2013) proposed the idea of 

the "Great Gatsby Curve," which holds that 

intergenerational mobility between nations has 

a negative correlation with income disparity. 

This approach has spurred a lot of discussion 

and investigation on the processes by which 

inequality might affect mobility. 

2.2 Empirical Research on Indian Income 

Inequality 

Many studies have looked at patterns in Indian 

wealth disparity. Using tax data, Chancel and 

Piketty (2019) projected long-term trends in 

income inequality; they found that the 

percentage of national income accumulating to 

the top 1% of earners has dropped noticeably 

during the 1980s. 

Examining National Sample Survey (NSS) 

consumption spending data, Himanshu (2018) 

discovered that, especially in metropolitan 

areas, consumption inequality has grown even 

as poverty has dropped. 

2.3 Investigating India's Economic Mobility 

Limited availability of longitudinal data in India 

has presented difficulties for studies on 

economic mobility there. Still, current studies 

have achieved notable advancement in this 

field. Her et al. () estimated intergenerational 

mobility for every Indian district by means of a 

new approach combining census and survey 

data. Their mobility across social groupings and 

geographical areas varied greatly. 

Examining intergenerational occupational 

mobility, Iversen et al. (2017) employed the 

India Human Development Survey (IHDS) panel 

data. While their absolute mobility showed 

progress, their data revealed ongoing obstacles 

to upward mobility for underprivileged 

populations. 

2.4 Indian Context Intersection of Inequality 

and Mobility 

Several academics have investigated how 

inequality and mobility interact in India. 

According to Motiram and Singh (2012), relative 

mobility is still low even if absolute mobility has 

risen especially in rural areas and 

underprivileged groups. 

Azam (2019) looked at how education 

contributes to intergenerational mobility and 

found that although educational attainment has 

risen, its equalizing influence has been 

169



NeuroQuantology|November 2020 | Volume 18 | Issue 11|Page 168-178| doi: 10.48047/nq.2020.18.11.NQ20248 

Dr. Alok Pratap Singh et al/Income Inequality and Economic Mobility in India: An Econometric Study 

 

eISSN1303-5150                                                                                                                   www.neuroquantology.com                                   

 
                                                                                                                 

 

constrained by ongoing inequality in labor 

market outcomes and educational quality. 

2.5 Research Gap 

Although the body of current research offers 

insightful analysis of inequality and mobility 

trends in India, fresh study including current 

data and investigating the effects of economic 

developments in the post-2019 period is much 

needed. Few studies have also thoroughly 

examined, using exact econometric methods, 

the link between mobility, inequality, and 

economic growth. Our research seeks to fill in 

these voids and advance a more complex 

knowledge of India's path of economic 

development. 

 

3. Data and Methodology 

3.1 Data Sources 

This study primarily relies on the following data 

sources: 

1. India Human Development Survey 

(IHDS): We use panel data from the 

IHDS conducted in 2004-05, 2011-12, 

and 2018-19. This nationally 

representative survey provides detailed 

information on household income, 

consumption, education, and 

employment. 

2. National Sample Survey (NSS): We 

incorporate data from the NSS 

Consumer Expenditure Surveys 

conducted between 2000 and 2019 to 

supplement our analysis of 

consumption inequality. 

3. World Bank World Development 

Indicators: We use this dataset for 

macroeconomic indicators such as GDP 

growth rates and sectoral composition 

of the economy. 

4. India Income Tax Department: We 

utilize anonymized tax return data to 

analyze trends in top income shares. 

3.2 Methodology  

Our analysis employs a combination of 

descriptive statistics and econometric 

techniques to examine the dynamics of income 

inequality and economic mobility in India. 

3.2.1 Measuring Income Inequality 

We use the following measures to quantify 

income inequality: 

1. Gini coefficient: To measure overall 

income dispersion. 

2. Palma ratio: To capture the relationship 

between the top 10% and bottom 40% 

of the income distribution. 

3. Top income shares: To analyze 

concentration at the upper end of the 

distribution. 

3.2.2 Assessing Economic Mobility 

We employ the following approaches to 

measure economic mobility: 

1. Intergenerational income elasticity 

(IGE): To estimate the persistence of 

income across generations. 

2. Rank-rank slope: To measure relative 

mobility while addressing concerns 

about measurement error in income 

data. 

3. Absolute mobility: Calculated as the 

proportion of individuals who exceed 

their parents' income at the same age. 

3.2.3 Econometric Analysis 

We use panel data regression models to analyze 

the relationship between inequality, mobility, 

and economic growth. Our main specification is: 

 

Y_it = β0 + β1 X_it + β2 Z_it + α_i + γ_t + ε_it 
 

Where: 

● Y_it is the outcome variable (e.g., 

mobility measure) for region i at time t 

● X_it is a vector of inequality measures 

● Z_it is a vector of control variables (e.g., 

GDP growth, education levels) 

● α_i and γ_t are region and time fixed 
effects, respectively 

● ε_it is the error term 

We employ various estimation techniques, 

including fixed effects models and instrumental 

variable approaches, to address potential 

endogeneity concerns. 

3.2.4 Heterogeneity Analysis 

To examine variations across different 

subgroups, we conduct separate analyses for: 
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● Urban vs. rural areas 

● Different social groups (castes and 

religions) 

● Major states and regions 

This approach allows us to identify disparities in 

inequality and mobility patterns across various 

segments of Indian society. 

4. Results and Analysis 

4.1 Trends in Income Inequality 

Our analysis reveals that income inequality in 

India has followed a complex trajectory 

between 2000 and 2019. Figure 1 presents the 

evolution of the Gini coefficient and Palma ratio 

over this period. 

 
[Figure 1: Trends in Income Inequality Measures (2000-2019)] 

Key findings include: 

1. The Gini coefficient increased from 0.32 in 2000 to 0.39 in 2019, indicating a overall rise in 

income dispersion. 

2. The Palma ratio grew from 1.8 in 2000 to 2.4 in 2019, suggesting a widening gap between the 

top 10% and bottom 40% of the income distribution. 

3. Analysis of top income shares shows that the share of national income accruing to the top 1% 

increased from 15% in 2000 to 23% in 2019. 

Table 1 presents a breakdown of inequality measures by urban/rural areas and major states. 
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Table 1: Income Inequality Measures by Region (2000 vs. 2019) 

Region Gini Coefficient  Palma Ratio  

 2000 2019 2000 2019 

All India 0.32 0.39 1.8 2.4 

Urban 0.35 0.43 2.1 2.8 

Rural 0.28 0.34 1.5 1.9 

Kerala 0.30 0.35 1.6 2.0 

Maharashtra 0.33 0.41 1.9 2.6 

Bihar 0.29 0.38 1.7 2.3 

Gujarat 0.34 0.42 2.0 2.7 

 

Notable observations: 

● Urban areas consistently show higher levels of inequality compared to rural areas. 

● There is significant variation across states, with some southern states (e.g., Kerala) maintaining 

relatively lower inequality levels compared to northern states (e.g., Bihar). 

4.2 Patterns of Economic Mobility 

Our analysis of economic mobility reveals a nuanced picture. Figure 2 illustrates trends in 

intergenerational income elasticity (IGE) and absolute mobility. 
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Figure 2: Trends in Economic Mobility Measures (2000-2019) 

Key findings: 

1. The IGE decreased from 0.62 in 2000 to 0.54 in 2019, indicating a modest improvement in 

relative mobility. 

2. Absolute mobility increased from 45% in 2000 to 58% in 2019, suggesting that a growing 

proportion of individuals are surpassing their parents' income levels. 

 

Table 2 presents mobility measures across different social groups. 

Social Group IGE  Absolute Mobility  

 2000 2019 2000 2019 

General Category 0.58 0.50 48% 62% 

Other Backward Classes 0.62 0.54 45% 59% 

Scheduled Castes 0.68 0.60 40% 54% 
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Scheduled Tribes 0.70 0.62 38% 52% 

Urban 0.60 0.52 47% 61% 

Rural 0.64 0.56 43% 56% 

 

Notable observations: 

● Scheduled Castes and Scheduled Tribes show lower levels of both relative and absolute mobility 

compared to other groups, although the gap has narrowed over time. 

● Urban areas exhibit higher levels of absolute mobility compared to rural areas, but the 

differences in relative mobility are less pronounced. 

4.3 Relationship between Inequality, Mobility, and Growth 

Table 3 presents the results of our panel data regression analysis examining the relationship between 

inequality, mobility, and economic growth. 

Variable Relative Mobility Absolute Mobility 

Gini Coefficient -0.342*** -0.289*** 

 (0.058) (0.047) 

GDP Growth Rate 0.015* 0.038*** 

 (0.008) (0.007) 

Tertiary Education Enrollment 0.128*** 0.156*** 

 (0.022) (0.019) 

Urban Population Share 0.067** 0.089*** 

 (0.031) (0.027) 
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Constant 0.723*** 0.412*** 

 (0.045) (0.039) 

Observations 1,120 1,120 

R-squared 0.684 0.729 

Note: Standard errors in parentheses. *** p<0.01, ** p<0.05, * p<0.1 

 

Key findings: 

1. Income inequality (measured by the Gini coefficient) shows a negative and statistically 

significant relationship with both relative and absolute mobility measures. 

2. Economic growth is positively associated with absolute mobility but has a weaker relationship 

with relative mobility. 

3. Education levels, particularly tertiary education enrollment rates, are strongly positively 

correlated with both relative and absolute mobility. 

4.4 Regional and Sectoral Analysis 

Our heterogeneity analysis reveals significant variations in the inequality-mobility relationship across 

regions and economic sectors. Figure 3 illustrates these differences. 
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Figure 3: Inequality-Mobility Relationship by Region and Sector 

Key observations: 

● States with higher levels of 

industrialization (e.g., Maharashtra, 

Gujarat) show a stronger negative 

relationship between inequality and 

mobility compared to predominantly 

agricultural states. 

● The services sector exhibits higher 

levels of both inequality and mobility 

compared to the manufacturing and 

agricultural sectors. 

5. Discussion 

From 2000 to 2019, our results show a 

convoluted picture of the interaction between 

income inequality and economic mobility in 

India. Although the nation has seen notable 

economic expansion throughout this time, the 

advantages have not been equitably shared, 

which is driving increasing income inequality. 

But along with this rise in inequality, absolute 

mobility has improved especially in cities and 

among some social groupings. 

In the Indian setting, the "Great Gatsby Curve" 

theory is supported by the negative link 

between inequality and mobility noted in our 

regression study. This implies that large degrees 

of inequality can provide obstacles to upward 

mobility, maybe by means of differences in 

social networks and career prospects as well as 

uneven access to quality education and 

healthcare. 

The great positive correlation between mobility 

and educational levels emphasizes the 

important part human capital development 

plays in generating economic possibilities. Still, 

the ongoing disparities in mobility between 

social groups point to other elements—such as 

social exclusion and discrimination—that still 

influence economic success. 

The relevance of context-specific interventions 

is highlighted by the regional and sectoral 

variances in the inequality-mobility link. 

Although the expansion of the services industry 

has opened fresh chances for upward mobility, 
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it has also helped to exacerbate economic 

differences. This implies that focused initiatives 

are needed to support more inclusive 

development in every economic sector. 

Our results imply many policies: 

Investing in education: Especially at the 

postsecondary level, increasing access to high-

quality education can assist to improve 

economic mobility and lessen the consequences 

of inequality. 

Taking care of regional differences: Targeted 

measures meant to boost lagging areas' 

economic growth can assist lower geographical 

inequality and improve general mobility. 

Policies supporting broad-based participation in 

high-growth industries, including skills 

development programs and support of small 

and medium businesses, serve to guarantee 

that the advantages of economic growth are 

more generally shared. 

Robust social protection policies can serve to 

lessen the effect of inequality on lower-income 

groups and offer a basis for upward mobility. 

6. Conclusion 

From 2000 to 2019, this study has investigated 

the dynamics of income inequality and 

economic mobility in India, therefore exposing a 

complicated interaction among economic 

growth, inequality, and mobility. Although India 

has made great progress toward lowering 

poverty and improving absolute mobility, the 

continuation of great inequality makes inclusive 

development difficult. 

Our results add to the increasing corpus of 

research on mobility and inequality in 

underdeveloped nations and offer insightful 

analysis for legislators trying to advance fair 

development. Future studies could investigate 

the causal processes connecting inequality and 

mobility as well as assess the success of 

particular legislative actions in improving 

economic possibilities for underprivileged 

groups. 

Balancing development with fairness is a 

difficult task as India keeps on its road of 

economic growth. Policymakers may help to 

build a more inclusive and rich society for 

everybody by tackling the underlying reasons of 

inequality and improving paths for upward 

mobility. 
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