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INCLUSIVE GROWTH IN INDIA: ISSUES AND CHALLENGES 
 

PADALA SANDYA RANI 

ASST. PROFESSOR 

VAAGDEVI DEGREE & PG COLLEGE 

WARANGAL 

 

ABSTRACT 
Inclusive growth is necessary for sustainable development and equitable distribution of wealth and prosperity . Achieving inclusive growth is the biggest challenge 

in a country like India. In a democratic country like India, bringing 600 million people living in rural India into the mainstream is the biggest 

concern. The challenge is to take the levels of growth to all section of the society and to all parts of the country. The best way to achieve inclusive growth is 

through developing people’s skills. The inclusiveness involves four attributes. They are Opportunity, capability, access and security. The Opportunity attribute 

focuses on generating more and more opportunities to the people and focuses on increasing their income. The Capability attribute concentrates on providing the 

means for people to create or enhance their capabilities in order to exploit available opportunities. The Access attributes focuses on providing the means to bring 

opportunities and capabilities together. The Security attribute provides the means for people to protect themselves against a temporary or permanent loss of 

livelihood. Together Inclusive growth is a process in which economic growth measured by a sustained expansion in GDP contributes to an enlargement of the 

scale and scope of all four dimension. This project has tried to throw light on different aspects of inclusive growth and its success and failure in Indian Economy. 

 

KEYWORDS 
Inclusive Growth, Opportunities, GDP, Indian Economy. 

 

INTRODUCTION 
ndia’ is the new global buzzword. The economy growing at a phenomenal rate, combined with a flourishing democracy is making people sit up and take 

notice across the world. Yet, it is at cross-roads today. It is far from reaching its true potential. The country remains shackled in corruption, red tape, age 

old social barriers and a puzzling lack of transparency. Growth is not uniform across sectors; and large cross-sections of the populace remain outside its 

purview. Several social, political and economic factors need to be tackled for sustaining a high rate of growth, as well as to make this growth inclusive. 

Elimination of child labour, women empowerment, removal of caste barriers and an improvement in work culture are just a few of the things the Indian society 

needs to introspect on. Tackling corruption in high places, removing the ills of the electoral system, shunning politics of agitations and keeping national interest 

above petty politics may not be too much to ask of the country’s policy makers. Rapid growth in the rural economy, well planned and targeted urban growth, 

infrastructure development, reforms in education, ensuring future energy needs, a healthy public-private partnership, intent to secure inclusivity, making all 

sections of society equal stakeholders in growth, and above all good governance will ensure that India achieves what it deserves. 

Of the eight richest people in the world four are Indian, but the irony still remains that there’s a marginal farmer in the interior of Maharashtra, who is struggling 

to feed his five children, the youngest of whom is a son, uneducated and unemployed, with four sisters, all of marriageable age, whose marriage the farmer 

cannot afford. Try telling the farmer that the economy is growing at a handsome 9% per annum, hardly consolation for the empty stomachs his children go to 

bed with every night.[1] 

Economic liberalization which began in the early 1990s has accelerated India’s growth rate to an average of 7% per year since 1997, up from 3.5% in the 1970s. 

During this period India transformed itself from an agricultural economy to a service economy. Services now form 55% of the Indian economy. The growth and 

development of the Information Technology and Information Technology enabled Services have had a significant role in changing the face of the economy. The 

good news does not end here. The growth rate for India is expected to overtake China’s double digit growth rate in the next few years. 

The task to feed, house, clothe, educate and employ India’s growing population, which is expected to reach nearly 1.5 billion by 2030, is enormous. This includes 

a net increase of 270 million people which will be added to the work force.  Bringing them into the economic mainstream both as producers and consumers of 

goods and services must be the basis of any inclusive strategy. 

Today, economic power rests with a precious few. According to Credit Suisse, the top 1% of the population own 15.9% of India’s wealth, the top 5% own 38.3% 

and the top 10% have 52.9% of Indian’s wealth. What this really means is that 90% of Indian, the urban and rural poor has a very small stake in the pie. Growth 

must lead to the re-distribution of this ever growing pie to a situation where the bulk of the population is middle class and a smaller percentage of the 

population is either very rich or very poor. 

The aspirations of the “bottom billion’ cannot be wished away. If India is unable to address these aspirations, the “demographic dividend” that the country can 

reap will become a demographic liability. This mammoth task cannot be done by government alone. Industry and civil society must partner with government to 

drive inclusive growth. Cognizant of income disparities and growing aspirations of the people the government has been working to address these through 

programs like NREGA and Aadhaar. Civil society has contributed with design and governance oversight. But, in my view the greatest lever for driving inclusion is 

jobs. 

The India’s economy is headed in a new direction - striving to touch double – digit annual growth rates, and a sustainable, equitable and inclusive growth, taking 

into account the needs of all sections of society.  India’s economic growth has passed through for major phases over the past 60 Years  And is emerging to a new 

phase with a broad objective of “Inclusive Growth”. 

The 11th Plan defines inclusive growth to be “a growth process which yields broad-based benefits and ensures equality of opportunity for all”. The Inclusive 

growth implies an equitable allocation of resources with benefits accruing to every section of society, which is an Utopian concept. Inclusive growth is broad- 

based. It is concerned with the Pro-poor growth, growth with equity. Inclusive growth is aimed at poverty reduction, human development, health and provide 

opportunity to work and be creative. The allocation of resources must be focused on the indented short and long terms benefits and economic linkages at large 

and not just equitable mathematically on some regional and population criteria. 

 

OBJECTIVES  
1. To explore different problems present in achieving Inclusive Growth in India. 

2. To discuss the challenges before Inclusive growth in India. 

3. To investigate the future aspect of Inclusive Growth with regard to proposed XIIth Five Year Plan in India. 

4. To suggest certain measures for the achievement of Inclusive Growth in India. 

  

RESEARCH METHODOLOGY 
The research project is descriptive and analytical in nature. The research project is mainly based on secondary sources which include books and web pages. 

  

 

 

I 
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NEED FOR INCLUSIVE GROWTH IN INDIA 
Since independence, significant improvement in India’s economic and social development made the nation to grow strongly in the 21st century. The following 

factors encouraged the India to concentrate more on inclusive growth. 

1. India is the 7th largest country by area and 2nd by population. It is the 12th largest economy at market exchange rate and 4th largest by PPP. Yet, India is 

far away from the development of the neighborhood nation, i.e., China. 

2. The exclusion in terms of low agriculture growth, low quality employment growth, low human development, rural-urban divides, gender and social 

inequalities, and regional disparities etc. are the problems for the nation. 

3. Reducing of poverty and other disparities and raising of economic growth are the key objectives of the nation through inclusive growth.[2] 

4. Political leadership in the country plays a vital role in the over all development of the country. But, the study has found that politicians in India have a very 

low level of scientific literacy. 

5. Studies estimated that the cost of corruption in India amounts to over 10% of GDP. Corruption is one of the ills that prevent inclusive growth. 

6. Although child labour has been banned by the law in India and there are stringent provisions to deter this -inhuman practice. Still, many children in India 

are unaware of education as they lives are spoiled to labour work. 

7. Literacy levels have to rise to provide the skilled workforce required for higher  growth. 

8. Economic reforms in the country are overwhelmed by out dated philosophies and  allegations by the politicians and opposition parties in India. 

9. Achievement of 9% of GDP growth for country as a whole is one of the boosting factor which gives the importance to the Inclusive Growth in India. 

10. Inclusiveness benchmarked against achievement of monitorable targets related to (i). Income & Poverty, (ii) education, (iii) health, (iv) women & children, 

(v) infrastructure, (vi) environment. 

11. Even at international level also, there is a concern about inequalities and  exclusion and now they are also taking about inclusive approach for development 

 

ELEMENTS OF INCLUSIVE GROWTH 
According to Prime Minister, Sri. Manmohan Singh, the key components of the inclusive growth strategy included a sharp increase in investment in rural areas, 

rural infrastructure and agriculture spurt in credit for farmers, increase in rural employment through a unique social safety net and a sharp increase in public 

spending on education and health care. 

The five interrelated elements of inclusive growth are: 

1. Poverty Reduction and increase in quantity and quality of employment. 

2. Agriculture Development 

3. Social Sector Development 

4. Poor quality delivery systems 

5. Achievement of 119th rank among 170 countries on Human Development index. 

6. Social indicators are much lower for scheduled castes and scheduled tribes. 

7. Malnutrition among children is one major problem. 

8. Since BPO brought the multi culture environment in India, this sector is facing  under seviour  pressure due to global recession. 

9. Social advancements in India is still at lower growth due to the strong influence of culture and regional disparities. 

  

PROBLEMS BEFORE INCLUSIVE GROWTH STRATEGIES IN INDIA 
For a developing country like India, the need of inclusive growth is vital to achieve the over all progress of the country. Though it is positive for macro-economic 

stability, 2008-09 resulted a relative growth slow down, mostly from the spillover effects of the weakening of the global economic momentum and volatile 

financial markets. The following problems are the major concerns for developing countries like India to achieve the inclusive growth. They are: 

1. Poverty 

2. Employment 

3. Agriculture 

4. Problems in Social Development 

5. Regional Disparities 

POVERTY 

Percent of population living under the poverty line, which is 356.35 rupees or around $7 a month in rural areas. The World Bank estimates that 456 million 

Indians (42% of the total Indian population) now live under the global poverty line of $1.25 per day (PPP). This means that a third of the global poor now reside 

in India. However, this also represents a significant decline in poverty from 60 percent in 1981 to 42 percent in 2005, although the rupee has decreased in value 

since then, while the official standard of 538/356 rupees per month has remained the same. Income inequality in India (Gini coefficient: 32.5 in year 1999- 2000) 

is increasing. On the other hand, the Planning Commission of India uses its own criteria and has estimated that 27.5% of the population was living below the 

poverty line in 2004–2005, down from 51.3% in 1977–1978, and 36% in 1993-1994.[7] 

The source for this was the 61st round of the National Sample Survey (NSS) and the criterion used was monthly per capita consumption expenditure below Rs. 

356.35 for rural areas and Rs. 538.60 for urban areas. 75% of the poor are in rural areas, most of them are daily wagers, self-employed householders and 

landless labourers. 

A proportionally large share of poor is lower castes. Many see the caste system as a system of exploitation of poor low-ranking groups by more prosperous high-

ranking groups. In many parts of India, land is largely held by high-ranking property owners of the dominant castes that economically exploit low-ranking 

landless labourers and poor artisans, all the while degrading them with ritual emphases on their so-called god-given inferior status. 

According to William A. Haviland, casteism is widespread in rural areas, and continues to segregate Dalits. Others, however, have noted the steady rise and 

empowerment of the Dalits through social reforms and the implementation observations in employment and benefits. 

EMPLOYMENT 

Employment considered as one of the big problems for inclusive growth in India. Raising population at a great speed after independence showed its impact on 

employment. The unemployment became the big worry to the development of the country. Since poverty is much higher than unemployment, employment is 

the only source to eradicate poverty. The quality and quantity of employment in India is very low due to illiteracy and due to over dependency on agricultural 

employment. The quality of employment is also a problem. 

Unorganized employed people in India are around 85%. Workers in this sector do not have social security. The generation of productive employment for labour 

force in the economy, as employment is a key to inclusive growth is the toughest task for the country. The country is also facing in employment generation in all 

sectors, regions and for all socio economic groups particularly for poorer sections of population, backward regions, lagging sectors and SC/ST/OBC/women etc. 

AGRICULTURE 

Traditionally, India is considered as the agricultural based country. As the majority of Indians are engaged in agriculture for employment, the recent 

developments in the other sectors decreased this major sector’s growth. Some of the problems in Indian agriculture are: 

1. Long term factors like steeper decline in per capita land availability, shrinking of  farm size 

2. Slow reduction in share of employment(still tt%) 

3. Low labour productivity in agriculture and the gap between agri and non-agri is  widening. 

4. Decline in yield growth due to land and water problems, vulnerability to world  commodity prices, farmer’s suicides. 

5. Disparities in growth across regions and crops, i.e., growth rate declined more in  rain fed areas. 
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6. Thus these problems became the hurdles in the key area for the economic  development of the nation, i.e., agriculture. 

PROBLEMS IN SOCIAL DEVELOPMENT 

Social development is also one of the key concern in inclusive growth. The social development became the hot criteria in the recent past in India. Social 

development also facing some problems which is making the path critical to inclusive growth in the country. Some of the problems in social sector are: 

1. Significant regional, social and gender disparities 

2. Low level and slow growth in public expenditures particularly on health 

3. Poor quality delivery systems 

4. Achievement of 119th rank among 170 countries on Human Development index. 

5. Social indicators are much lower for scheduled castes and scheduled tribes. 

6. Malnutrition among children is one major problem. 

7. Since BPO brought the multi culture environment in India, this sector is facing  under seviour pressure due to global recession. 

8. Social advancements in India is still at lower growth due to the strong influence of culture and regional disparities 

The vision of inclusiveness must go beyond the traditional objective of poverty alleviation to encompass equality of opportunity, as well as economic and social 

mobility for all sections of society, with affirmative action for SCs, STs, OBCs, minorities and women. There must be equality of opportunity to all with freedom 

and dignity, and without social or political obstacles. This must be accompanied by an improvement in the opportunities for economic and social advancement. 

In particular, individuals belonging to disadvantaged groups should be provided special opportunities to develop their skills and participate in the growth 

process. 

This outcome can only be ensured if there is a degree of empowerment that creates a true feeling of participation so necessary in a democratic polity. 

Empowerment of disadvantaged and hitherto marginalized groups is therefore an essential part of any vision of inclusive growth. India’s democratic polity, with 

the establishment of the third layer of democracy at the Panchayati Raj Institution (PRI) level, provides opportunities for empowerment and participation of all 

groups with reservations for SCs, STs, and women. These institutions should be made more effective through greater delegation of power and responsibility to 

the local level. 

REGIONAL DISPARITIES 

Regional disparities are also a major concern for India due to different culture and traditions. Traditional cultures, caste system and the rich & poor feelings 

favoured some specific groups as a result, the regional disparities raised in India before and after independence. And also, due to the development in agriculture 

and industrial sector some regions in India developed fast and some other places still are facing the scarcity. Some of the regional disparities problems are: 

1. Per capita income is highest at Rs.16,679 in Punjab and lowest per capita income is at Bihar with Rs.3557. 

2. Female infant mortality varies from 12 in Kerala to 88 in Madhya Pradesh. 

3. Female literacy varies from 33.6% in Bihar to 88% in Kerala. 

4. Richer states grew faster than the poorer states 

 

CHALLENGES BEFORE INCLUSIVE GROWTH STRATEGIES IN INDIA 
The key components of the inclusive growth strategy included a sharp increase in investment in rural areas, rural infrastructure and agriculture spurt in credit for 

farmers; increase in rural employment through a unique social safety net and sharp increase in public spending on education and health care. The government 

also should go for a variety of legislative interventions to empower the disadvantaged. Some of the challenges and opportunities before inclusive growth 

strategies in India are: 

1. Poverty alleviation is one of the big challenges for India. Eradication of poverty in India is generally only considered to be a long-term goal. Poverty 

alleviation is expected to make better progress in the next 50 years than in the past, as a trickle-down effect of the growing middle class. Increasing stress 

on education, reservation of seats in government jobs and the increasing empowerment of women and the economically weaker sections of society, are 

also expected to contribute to the alleviation of poverty. 

2. For agricultural growth, the private players can participate in to bridge the gap including providing micro finance. Contract farming, setting up storage 

facilities for agro-produce, and producing them from farmers. The private sector could also develop heritage sites and tourist spots and encourage the 

promotion of traditional arts and carafats in joint ventures with rural enterprises. The government of india should also increaase it’s present moratorium 

on interest payments, lowering of farm credit rates for increase in agricultural growth. 

3. Government schemes should target eradication of both poverty and unemployment (which in recent decades has sent millions of poor and unskilled 

people into urban areas in search of livelihoods) attempt to solve the problem, by providing financial assistance for setting up businesses, skill honing, 

setting up public sector enterprises, reservations in governments, etc. The decreased role of the public sector after liberalization has further underlined the 

need for focusing on better education and has also put political pressure on further reforms. 

4. Child labor is a complex problem that is basically rooted in poverty. The Indian government is implementing the world's largest child labor elimination 

program, with primary education targeted for around 250 million. Numerous non-governmental and voluntary organizations are also involved.  Special 

investigation cells have been set up in states to enforce existing laws banning employment of children (under 14) in hazardous industries. The allocation of 

the Government of India for the eradication of child labor was $10 million in 1995-96 and $16 million in 1996-97. The allocation for 2007 is $21 million. 

Failure to implement the law and poor rehabilitation policies need urgent attention which is a big challenge for India to achieve inclusive growth. 

5. Social development is possible through achieving Women Empowerment and eradicating the regional disparities. Though the Government is giving the 

women empowerment by giving special reservations, the women’s advancement in India is still not matched the expectations for inclusive growth. 

Presently, the women are dealing with the top posts in India like President, Loksabha Speaker and Railway Minister.   

6. To bring in inclusive growth, it is necessary to enhance the capabilities of women by providing education, so that they get the opportunity of getting 

employed and be self sustainable. 

Government of India has stepped up for inclusive growth by launching many initiatives with features that are innovative, flexible and reform oriented such as: 

1. Rural Infrastructure(Bharat Nirman) 

2. Employment(Mahatma Gandhi National Rural Employment Guarantee Scheme) 

3. Regional Development ( Backward District Development Program) 

4. Education (Sarva Shiksha Abhiyan) 

5. Rural Health(National Rural Health Mission) 

6. Urban Infrastructure (National Urban Renewal Mission) 

 

XITH FIVE YEAR PLAN AND INCLUSIVE GROWTH-HOW MUCH ACHIEVED 
In XIth Plan GDP Growth likely to be of average 8.2 % as compared to 7.7 % of the 10

th
 Plan but what we are lacking is the achievement of inclusiveness. The 11th 

Plan defines inclusive growth to be “a growth process which yields broad-based benefits and ensures equality of opportunity for all”. But this inclusiveness is not 

reflected as it was expected. We  have seen progress on inclusiveness :Agricultural Growth, Poverty Reduction, Education, Health, Upliftment of Scs /STs etc. But 

however progress on inclusiveness is less than expected. It can be explained as : 

1. India is likely to miss Millenium Development Goals (MDG),except perhaps on poverty. 

2. Inflation has accelerated in the last two years. 

3. Current International Environment is very uncertain. 

4. Global Pressure on food ,oil and other commodity prices. 
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5. Financial conditions and exchange rates are likely to be volatile due to sovereign debt related problems in Europe/U.S. and readjustment of extra-

ordinary monetary/fiscal easing. 

6. The goal of increasing the literacy level among backward classes and other weaker sections has not been achieved. 

7. Agriculture growth is still in vulnerable conditions. 

8. The employment schemes like MGNREGS are not upto the mark. The red-tapism and corruption are still out of control. 

9. There are so many Plans, Policies, Schemes but their implementation is not according to their expected level. 

 

PROPOSED XIITH FIVE YEAR PLAN AND INCLUSIVE GROWTH 
As India’s government prepares to submit its approach paper for its 12th five-year plan [8] (a plan which covers years 2012 to 2017), the Planning Commission’s 

focus on instilling “inclusive growth” is making headway. The plan is expected to be one that encourages the development of India’s agriculture, education, 

health and social welfare through government spending. It is also expected to create employment through developing India’s manufacturing sector and move 

the nation higher up the value chain. Prime Minister Manmohan Singh, however, warned that maintaining fiscal discipline is important as well. 

The commission will likely strive to enact policies that will achieve somewhere around a 10 percent growth rate in factories and a 4 percent growth rate in farm 

produce, though Prime Minister Singh has asked the plan to set the nation’s growth rate firmly at 9 percent to 9.5 percent. 

A recent op-ed piece in the Wall Street Journal by Saurabh Tripathi, a partner with Boston Consulting Group, echoed these sentiments.“Rural infrastructure, 

which serves 70 percent of the population, doesn’t get the attention it deserves. As the Planning Commission sets out to draft the country’s planned 

investments for the next five years, it is important to take note of this gap, and the innovative solutions needed to fill it,” Tripathi wrote. 

As indicated from the planning commission’s presentation to the prime minister on April 21, the quantitative metrics known thus far in the early stage of the 

five-year plan are: 

1. A target of GDP growth in the 9 percent to 9.5 percent range 

2. An increase in literacy rates to 100 percent between the plan’s period from 2012 to 2017 

3. An increased expenditure on health from 1.3 percent to 2.0 percent of GDP [9] 

To address that increase in demand, the planning commission recommended that all methods of current energy production and distribution be developed, from 

coal to nuclear energy to solar and wind, and proposed that existing taxes on electricity should not be raised. 

Interestingly, the Planning Commission envisioned an expansive role for Indian SOE Coal India:“Coal India must become a coal supplier and not just a mining 

company. Should plan to import coal to meet coal demands. This requires blending of imported and domestic coal as supplied by Coal India.” 

The Basic objective as stated in the Planning Commission presentation is “Faster, More Inclusive and Sustainable Growth”[10].It was said that the priority areas 

in 12
th

 Five Year Plan would be Betterment of Farmers, Small Industries, Cottage Industries etc. It is asserted by the Planning Commission that for growth to be 

more inclusive we need: 

1. Better Performance in agriculture . 

2. Faster Creation of Jobs, especially in manufacturing. 

3. Stronger Efforts at health, education and skill development 

4. Improved effectiveness of programs direct aimed at the poor. 

5. Special programs for socially vulnerable groups. 

6. Special programs for disadvantaged or backward regions. 

The objectives and targets of the Proposed 12
th

 Five Year Plan put emphasis on the achievement of Inclusive Growth but it is still a burning question that 

whether this time India would be able to achieve all the targets decided for the achievement of Inclusive Growth or like 11
th

 Five year Plan it would lag behind 

and the Inclusive Growth will be seen only in papers. 

  

SUGGESTIONS 
� Equity is important for economic development so it should be preferred. 

� Agricultural Development is necessary for economic development. 

� Economic reforms are important. But macro-poor policies (fiscal, trade, financial, monetary etc.) should have pro-poor focus. 

� Structural change should have followed agriculture-industry-services sequence. 

� Development of manufacturing sector is important for creation of productive employment. 

� Equality of opportunities (education) should be given. 

� South East Asian and East Asian experience can be used. 

� Shift focus of reforms to delivery systems 

� Importance of women’s economic and social empowerment 

� Decentralization 

� Economic reforms in relation to socio-political environment 

  

CONCLUSION 
India’s record of achieving inclusive growth was examined in the context of the experiences of some of the Asian countries. These comparisons show that 

although India’s growth since 2000 has been beneficial to the poor, India’s achievements are fairly modest relative to the other Asian countries. The mail 

inclusive growth strategies are only under the following areas- employment and growth in agriculture, increased public expenditure on education and health, 

improved infrastructure and more effective governance at all the levels. 
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