
INDIA'S PER CAPITA GDP AT

INFLECTION POINT

The booming middle class
With its per capita GDP surpassing the $2,000 mark, a
crucial turning point in economic development, India is
poised for a revolutionary economic adventure. Comparing
India's trajectory to China's, which surpassed this
benchmark in 2006, the country is on track for exponential
growth, especially thanks to its growing middle class. This
article explores the ramifications of this significant
economic event, the factors that led to the shift, and the
future socioeconomic prospects of India.

After a brief decline during the epidemic, India’s per capita
GDP crossed the $2,000 threshold for the first time in 2019
and again in 2021. With this milestone, India is on a similar
path as China, whose discretionary expenditure grew at a
20% CAGR after 2006. This decade saw a sharp increase in
China’s Private Final Consumption Expenditure (PFCE), an
indicator of rising consumer demand. India is anticipated to
do the same, with PFCE development forecast to pick up
speed. According to research, businesses who match their
products to the changing needs of the middle class stand to
gain a great deal. The foundation of this projected
consumption surge is the middle-income group, which will
make up 66% of Indian households in 2023.

There are numerous business chances due to the
growing middle class. Businesses are likely to
succeed if they can develop and tailor their products
to this group's particular needs. Important industries
that stand to gain include: Retail: Discretionary
expenditure on products and services is increasing
due to rising ambitions and disposable incomes. Real
estate: The need for reasonably priced housing is
rising due to the growing trend of nuclear families.
Technology: New consumer behaviours in fintech
and e-commerce are being unlocked by smartphone
penetration and digital literacy. Education and
Healthcare: Investments in high-quality education
and healthcare are being driven by rising earnings
and desires for higher living standards.

India’s passage over the $2,000 per capita GDP
threshold marks a sea change and the beginning of a
period of steady expansion. Due to rising earnings,
increased worker participation, and industrial
decentralization, the country is about to experience
a revolution in consumption, with the middle class
leading the way. In addition to thriving, companies
that adjust to these developments will help to shape
India’s economic destiny. India is a prime example of
how developing economies can redefine global
economic landscapes as it forges this revolutionary
course. Aspirations, opportunities, and a common
vision for a successful future are all important
aspects of the middle class narrative in India.

The number of middle-class households increased steadily
from 201 million in 2018 to 225 million in 2023. By 2028,
estimates suggest that this population will rise to 246
million due to a number of factors, including: expanding
Workforce Participation: Between 2018 and 2023, women’s
labor force participation increased significantly, expanding
at a CAGR of over 13%. Approximately 79 million women have
entered the labor as a result, increasing household incomes
and purchasing power. Nuclearizing and declining
household size: In 2023, the average household size was 4.2,
down from 4.4 in 2018, and 60% of homes are now nuclear
families. Given that smaller households tend to have higher
per capita expenditure, this trend is anticipated to further
boost retail demand. Economic Decentralization, Industrial
decentralization, technology breakthroughs, and unrealized
market potential are driving growth in Tier-2 cities and
beyond. It is anticipated that Tier-2 and smaller cities will
account for a sizable portion of the middle-income
segment's incremental growth, further democratizing retail
demand.

HISTORICAL BACKGROUND AND ECONOMIC
DEVELOPMENT 

THE GROWING MIDDLE CLASS: A DRIVER OF
GROWTH 

PROSPECTS FOR MARKETS AND
BUSINESSES

CONCLUSION: THE ECONOMIC TURNING
POINT IN INDIA 

NOVEMBER 2024

EDITORIAL INCHARGE
Dr. Parminder Bajaj

STUDENT EDITORIAL TEAM:
Sejal Tyagi, Nikhil Ramchandani, Dherya
Gauba

DESIGNER:  Nishtha Dua

1/2



Economic Growth: India has
established a favorable
environment for income
development and wealth
accumulation, with GDP growth
averaging 6–7% per year over the
previous 20 years.

Urbanization: Many cities like Pune,
Hyderabad and Bengaluru are
emerging as hubs of innovation,
Information technology, and
finance became urban centers
rapidly. Middle class households
have more disposable cash and like
modern lives.

Education and Skill Development:
Higher education and skill
development programs have
become more accessible nowadays
, which as a result helped a large
percentage of the population land
well-paying jobs in industries like
technology, finance, and
healthcare.

Digital Revolution: Millions of
Indians are now connected to
online services, e-commerce
platforms, and worldwide internet
trends with the help of increased
use of smartphones, reasonably
priced data, and digital payment
methods.

India, one of the fastest growing economies and the most populous
country in the world , is anticipated to increase the GDP per capita
from $2,268 to $5,140 by the year 2031. It is projected that, 54% of
household that is approx. 191 million) will earn more than $5,000
annually. This point is projected to result in an inflection point in
India's consumption. it is believed that this milestone will act as
driver, to bring significant changes in industrial and societal
goals.The expansion of the middle class is the main driver of the
notable emergence in innovation as well as technology. 

Economic studies indicate that when a nation’s
GDP per capita crosses the mark of $ 2,000, it
frequently leads to changes in behavior of
consumer, industrial growth, and overall
economic dynamics. At this stage, disposable
incomes rise substantially, enabling households
to shift from spending predominantly on
necessities to discretionary goods and services.
India’s current trajectory reflects this shift, with
increasing urbanization, rising aspirations, and
the proliferation of digital connectivity
amplifying the impact.

while emergence of middle class leads to significant
progress in economy, it also leads to set of challenges that
need to be carefully considered-

In conclusion ,the middle class in India is a
driving force behind revolutionary development.
India is at a turning point in its economic
development, with the growing middle class
likely to transform country's consumption
habits, industrial aims and social dynamics .
There are many chances for innovation and
expansion as disposable incomes increase and
gaps are filled by digital connectivity. These
opportunities must be assessed against
proactive steps to address regional disparities
and income inequality within country.
The path to a strong, inclusive, and sustainable
economy will include strategic planning
collaboration among public and private
enterprises, and fair policy measures. India can
firmly establish itself as a major economic force
in the world and improve the lives of millions of
people by utilizing the potential of its middle
class and conquering the obstacles that stand in
its way

Income Inequality: Despite of rise of middle class
population, the economic inequality still exists.The gap
between the wealthiest and poorest sections in society still
remained wide.A portion of people still struggle to access
basic facilities.
Inflationary pressure: As disposable income rises, so does
inflationary pressure, that makes it more hard for people to
afford things they want because the price of necessities like
food, health, and education exceed their purchasing power.
Regional Differences: The nation's economic development
is not equally distributed throughout the regions. While
certain states, like Karnataka and Maharashtra, have
developed infrastructure, others like Bihar and Uttar
Pradesh lag behind. Addressing these disparities through
targeted schemes is necessary for balanced growth.
Infrastructure Deficiency: India’s infrastructure struggles
to keep pace with the demands of a growing middle class.
Defective roads, public transportation, and urban planning
frequently leads to inefficiencies, and lower standard of
living. Urbanization, general industrial expansion, and
connectivity all depend on investments in these regions.

THE SIGNIFICANCE OF THE
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THE GROWTH IN INDIAN MIDDLE CLASS:A DYNAMIC DEMOGRAPHIC SHIFT 
In developing country like India, middle class is mainly categorised with disposable income and adequate access
to essential services, exposure to global trends ,is reshaping the country's economic landscape. While the rural
areas are expanding their connectivity to serve population, new opportunities are booming in the urban areas.
India’s middle class constitutes nearly 31% of the whole population,which is expected to rise to 63% by the year
2047, as per predictions of NITI Aayog. There are several other variables influencing this demographic shift:
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