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Abstract:

This paper is based on what are the reasons behind the wealth inequality in India. India has seen
a declining trend in measures of poverty in the post-1991 period. In India, income inequality
increases with economic development in India. Today the top 1% of people have 40.6% of
national wealth and the bottom 50% of people have only 3% of national wealth.S

We discuss how we can change inequality to equality through the taxation of taxes such as
inheritance tax, windfall tax, etc.
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Inroduction:

Oxfam India’s 2023 India Supplement reveals some stark findings proving that the gap between
the rich and the poor is indeed widening. Following the pandemic in 2019, the bottom 50 per
cent of the population have continued to see their wealth chipped away. By 2020, their income
share was estimated to have fallen to only 13 per cent of the national income and have less than
3 per cent of the total wealth. Its impact has been exceptionally poor diets, increase in debt and
deaths. This is in stark contrast to the top 30 per cent who own more than 90 per cent of the
total wealth. Among them, the top 10 per cent own more than 80 per cent of the concentrated
wealth. The wealthiest 10 per cent own more than 72 per cent of the total wealth, the top 5 per
cent own nearly 62 per cent of the total wealth, and the top 1 per cent own nearly 40.6 per cent
of the total wealth in India.The country still has the world’s highest number of poor at 228.9
million. On the other hand, the total number of billionaires in India increased from 102 in 2020
to 166 billionaires in 2022. The combined wealth of India’s 100 richest has touched INR 54.12
lakh crore. The wealth of the top 10 richest stands at INR 27.52 lakh crore — a 32.8 per cent rise
from 2021.India is among the most unequal countries in the world, with rising poverty and an
‘affluent elite,”” laments the World Inequality Report, 2022, which presents comprehensive
income inequality data for almost all countries in the world over a long time.10 The Indian poor
continue to suffer with no respite as income and wealth inequality continue to rise. The
countrystillhas the world’s highestnumber ofpoorat 228.9 million.

Objectives: -
e To study reason behind wealth inequality in India.

e To study how improve the equality in India.
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Research Methodology:-

The study is exploratory in nature based on secondary data. The data has been gathered from
published works and studies.

Reason behind wealthInequality in India :-

Corporate tax reduction:-

In 2019, the Central Government reduced the corporate tax slabs from 30 per cent to 22 per
cent, with newly incorporated companies paying a lower percentage (15 per cent). This new
taxation policy resulted in a total loss of INR 1.84 lakh crore and had a significant role in the 10
per cent downward revision of tax revenue estimates in 2019-20.

Indirect tax increase:-

To increase revenue, the Union Government adopted a policy of hiking the Goods and Services
Tax (GST) and excise duties on diesel and petrol while simultaneously cutting down on
exemptions. The indirect nature of both the GST and fuel taxes make them regressive, which
invariably burdens the most marginalized.The 50% of India’s poor population had to pay six
times as much in indirect taxes as the 10% richest population in India.Two thirds of the GST
was paid by the 50% poor in India. At the same time, India’s richest 10% paid only three to
four% GST.Six out of 10 indians live on less than inr 262.4 per day.

Inflation policy:-

inflation rates based on both CPI (Consumer Price Index) (General) and CFPI (Consumer Food
Price Index) were consistently higher in rural India (7.56 per cent) than urban India (7.27 per
cent) in September 2022.the weightage for “food products” in the inflation calculation is nearly
double in rural India compared to urban India reflecting how food inflation in rural India has
primarily driven the average increase in prices of commodities.

Repo rate increase:-

An increase in the repo rate would ideally reflect rising consumer lending rates and thereby
suppress demand. The Reserve Bank’s hawkish monetary policy of hiking the repo rate has
little consequence in ensuring an increase in supply. Consequently, despite increasing the repo
rate five times by a total of 225 basis points from 4 per cent to 6.25 per cent (between May and
December 2022) . That’s why increase in EMI cost.

In six financial year about 11 lakh crore loans of banks have been declared non-performing
assets (NPA) this means that now these 11 lakh couriers will not come back to the banks, so in
this way, the central government, which is a public bank, which is a public There is a bank, on
one side the money of the rich people has been waived by those banks, no money is being taken
from the rich people.

What can be done to improve income equality?

Taxing the wealth of the richest 1 per cent:-
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Revenues from progressive taxation has the capacity to fund the country’s health and education
system. Increase in corporate tax, windfall tax, inheritance tax etc..

If taxing the top 10 billionaires at 5 per cent will help cover the entire cost of Tribal healthcare
for five years.To raise the expenditure on health to 3 per cent of the Gross Domestic Product
(GDP), a total expenditure of INR 1,06,600 crores would be required. This money can be raised
by taxing the top 100 billionaires at 2 per cent.Three per cent of wealth tax on the Indian
billionaires can fund the National Health Mission, the largest healthcare scheme in India with
an allocation of INR 37,800 crores for 3 years.

Easing the tax burden on the poor and the marginalized:-

The government should reduce the GST slabs on essential commodities, which form the
majority of the poor and middle classes’ spending habits, and hike the taxes on luxury goods.
This will lead to revenue generation, which is progressive in nature and reduce the burden on
the poor.

Improving access to public services like health and education:-

Enhance the budgetary allocation of the health sector to 2.5 per cent of GDP by 2025, as
envisaged in the National Health Policy, to reinvigorate the public healthcare system, reduce
OOP expenditure and strengthen health prevention and promotion.

Establish medical colleges with district hospitals, particularly in hilly, tribal or rural areas where
health infrastructure is poor. This would facilitate the availability of medical services and
human resources as well as increase the number of medical professionals in the country.
Enhance the budgetary allocation for education to the global benchmark of 6 per cent of GDP,
as committed in the National Education Policy.

Share in total taxes of different income groups on food and non-food items by urban and
rural areas in india ¢

URBAN

Share of taxes for

Share of taxes for

Share of taxes for

RURAL

Share of taxes for

Share of taxes for

food items  per | non-food items per | food and non-food
wealth group(%) wealth group(%) items per wealth
group(%)
BOTTOM 50% 63.8 61.7 62.7
MIDDLE 40% 32.6 33.6 33.1
TOP 10% 3.6 4.7 4.2

Share of taxes for

food items  per | non-food items per | food and non-food
wealth group(%) wealth group(%) items per wealth
group(%)
BOTTOM 50% 65.1 65.4 65.3
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MIDDLE 40% 314 30.6 30.9
TOP 10% 3.5 4 3.8
Share of taxes for | Share of taxes for | Share of taxes for
food items  per | non-food items per | food and non-food

wealth group(%) wealth group(%) items per wealth
group(%)
BOTTOM 50% 64.6 64 64.3
MIDDLE 40% 31.8 31.7 31.8
TOP 10% 3.6 4.3 3.9

Source ; oxfamindia..

Conclusion:-

Overall, we can conclude the wealth Inequality increases social disturbance and offence. Wealth
Inequality disrupts economic and technological growth and lowers living standards and political
instability is expected to increase.

When the people shall have nothing more to eat, they will eat the rich.
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