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Why This Module Matters 

India is simultaneously one of the fastest-growing large economies and one of the most unequal societies 
on earth. How voters perceive inequality — and whether economic grievance translates into political 
behaviour — is a foundational question for governance, public policy, and democratic theory. 

This module integrates GS-I (social change), GS-II (governance, political behaviour), GS-III (growth, 
distribution, fiscal policy) and GS-IV (ethics of public resource allocation) in a single analytical framework. 

ection 1 — Key Terms and Concepts 

 

1.1 Economic Inequality Metrics 

 

Term / Concept Explanation 

Gini Coefficient A statistical measure of income/wealth distribution ranging from 0 
(perfect equality) to 1 (maximum inequality). A Gini of 0.27 indicates 
moderate equality; 0.60+ indicates extreme inequality. India's pre-
transfer Gini is often estimated above 0.50, but adjusting for welfare 
transfers reduces it significantly. 

Wealth Tracker / World 
Inequality Lab Reports 

Periodic research publications that map the share of national income 
and wealth held by different decile groups. They rely on tax data, 
survey data, and national accounts — each with their own limitations 
and political contestations. 

Pre-Tax vs Post-Transfer 
Income 

A crucial methodological distinction. Pre-tax income captures market 
earnings only. Post-transfer income adds government cash benefits, 
subsidies, and in-kind services (MGNREGS, PDS, PM-KISAN, etc.). 
India's massive welfare architecture makes this distinction particularly 
consequential. 

Billionaire Wealth / Dollar 
Billionaire 

An individual whose net worth exceeds USD 1 billion (~₹8,300 crore at 
current rates). The explosive growth in India's billionaire count (one in 
1991 to 358+ by 2025) tracks liberalisation-era wealth creation and 
reflects both genuine productivity gains and structural access 
advantages. 

National Income Share The fraction of total GDP flowing to a particular group. When the top 
10% receive nearly 60% of national income while the bottom 50% 
share just 15%, it implies extreme pre-redistribution skewness — 
though the picture changes after factoring in government transfers. 

Freebies / Welfare Schemes Direct transfers, subsidised services, or cash benefits provided by the 
state. Includes DBT (Direct Benefit Transfer) schemes like PM-KISAN 
(₹6,000/year to farmers), state-level cash transfers to women (Ladki 
Bahin in Maharashtra, Griha Lakshmi in Karnataka), free electricity, 
free ration under NFSA, etc. 
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SIP (Systematic Investment 
Plan) 

A mechanism allowing retail investors to invest fixed monthly amounts 
in mutual funds. Monthly SIP inflows crossed ₹23,000 crore in FY 
2024-25, indicating the growing financialisation of middle-class savings 
and aspirational participation in capital markets. 

DBT — Direct Benefit Transfer A government delivery mechanism that credits benefits directly into 
beneficiaries' Aadhaar-linked bank accounts, eliminating middlemen. 
DBT has disbursed over ₹35 lakh crore since its launch, substantially 
improving targeting and reducing leakage. 

Fiscal Federalism and 
Freebies 

The constitutional architecture (Articles 246–293 read with the Finance 
Commission) distributes expenditure responsibilities across Union and 
States. State-level freebie competition raises questions about fiscal 
prudence, horizontal inequity, and long-term macroeconomic stability. 

Opportunity vs Equality 
Paradigm 

A conceptual divide in political philosophy. Equality of outcome 
(redistributive justice) focuses on reducing gaps. Equality of opportunity 
(liberal meritocracy) focuses on enabling individuals to access 
competitive markets regardless of background. Electoral behaviour in 
contemporary India suggests voters increasingly favour the latter. 

 

1.2 Political Economy Terms 

 

Term Explanation 

Left Ideology / Marxist 
Framework 

Analyses economic relations through the lens of class conflict, 
where capital accumulates at the expense of labour. The narrative 
of 'capitalist exploitation' holds that billionaire wealth is extracted 
from workers rather than created through innovation. 

Electoral Populism The phenomenon where political actors offer targeted material 
benefits to specific voter segments in exchange for electoral 
support. Distinguished from structural welfare by its timing (pre-
election), its conditionality (linked to political loyalty), and its non-
universality. 

Revdi Controversy The political debate in India about whether state-sponsored 
freebies constitute sound governance or fiscal irresponsibility. The 
Supreme Court has taken suo motu cognizance of this issue, and 
the Election Commission has been asked to develop a framework 
for disclosure of freebie costs. 

Migration as Economic 
Arbitrage 

The movement of labour from low-opportunity regions to high-
opportunity ones. Internal migration within India — from Bihar, 
Bengal, Odisha to Mumbai, Surat, Delhi, Bengaluru — functions as 
a market mechanism that reduces the economic disadvantage of 
being born in a less-developed state. 

CEA — Chief Economic 
Adviser 

The principal economic adviser to the Government of India, 
heading the Economic Division of the Ministry of Finance and 
responsible for producing the Economic Survey. The CEA's 
warnings about freebies depleting fiscal space represent a 
technocratic concern about long-run sustainability. 
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Section 2 — Main Arguments and Substantive Analysis 

 

2.1 Core Thesis 

The central argument is that conventional Left-liberal narratives about inequality — however statistically 
compelling — have lost their resonance with Indian voters. Voters are not indifferent to economic 
deprivation, but they respond to opportunity-enhancing interventions (freebies, migration, market 
access) rather than redistributive rhetoric. The 'exploitation narrative' has been supplanted by an 
'aspiration narrative'. 

 

2.2 The Statistical Inequality Debate 

• Claim 1: The top 1% of Indians own over 40% of national wealth, the top 10% receive nearly 60% 
of income, and the bottom 50% survive on 15%. India has more inequality today than during the 
British Raj, per the World Inequality Lab. 

• Counterclaim: The Shekhar–Mukhopadhyay paper from SP Jain Institute argues that when 
welfare transfers are monetised and added to earned income, India's Gini coefficient falls to 
around 0.27 — placing it among the more egalitarian economies globally. The World Bank 
corroborates this with a Gini estimate of 0.25, ranking India 4th most egalitarian worldwide. 

• Methodological tension: Pre-tax income inequality captures market outcomes but ignores the 
state's redistribution. Post-transfer measures capture welfare impact but may undervalue 
structural exclusions (access to quality healthcare, education, legal justice). Neither measure is 
ideologically neutral. 

• UPSC angle: Questions on inequality measurement require students to understand both WIL 
methodology (tax-based, national accounts) and welfare-adjusted approaches, and to assess 
their respective limitations critically. 

 

2.3 Electoral Behaviour and Inequality 

• Aspiration, not resentment: Voters in electorally competitive states like West Bengal, Bihar, and 
Maharashtra do not express anger at billionaire wealth creation. Rising Ambani-type fortunes are 
perceived as opportunities for employment and investment — not as proof of exploitative 
extraction. 

• Middle-class financialisation: The explosive growth of retail mutual fund participation via SIPs 
signals that the urban middle class now has a stake in stock market performance — i.e., in the 
very wealth accumulation that Left critics condemn. This creates a psychological alignment 
between middle-class savings and corporate profitability. 

• Migration as equaliser: Internal migration functions as an unofficial redistribution mechanism. 
The sheer volume of Bihari, Bengali, and Odia labour migration to Gujarat and Maharashtra 
reflects rational economic agency — individuals self-selecting into higher-wage markets, reducing 
spatial inequality without state intervention. 

• Freebies as preferred intervention: Rather than redistributive taxation of the rich, voters prefer 
direct cash benefits paid into their own accounts before elections. This reflects both rational 
economic behaviour (immediate tangible gain) and a distrust of state capacity to deliver long-run 
structural change. 

 

2.4 The Freebie Economy — Mechanics and Consequences 
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• Why they work electorally: States that implemented large cash transfers — Maharashtra's Ladki 
Bahin (₹1,500/month to women), Bihar's Har Ghar Nal Ka Jal combined with cash transfers — 
saw governing parties return to power with substantial margins. The causal link is contested but 
politically credible. 

• Macroeconomic concern: The Chief Economic Adviser has flagged that proliferating freebies 
risk crowding out productive capital expenditure on infrastructure, health, and education. States 
like Punjab (fiscal deficit exceeding 5% of GSDP) and Andhra Pradesh exemplify the fiscal stress 
that unchecked populism creates. 

• The growth-freebies balance: So long as nominal GDP grows at 10%+, nominal tax revenues 
expand faster than committed transfers, making the freebie model temporarily sustainable. But 
the model becomes fragile in downturns, when revenue buoyancy drops but transfer 
commitments remain. 

• Illegal migration and opportunity geography: Undocumented migrants seek maximum 
economic opportunity, gravitating to industrial hubs (Surat, Mumbai, Bengaluru) rather than 
Muslim-majority or Left-leaning regions that may share their cultural or political profile. This 
reflects pure economic optimisation — cultural solidarity takes a back seat to income 
maximisation. 
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Section 3 — Historical Evolution 

 

3.1 Pre-Independence: The Agrarian Inequality Baseline 

• Colonial extraction model: The Permanent Settlement of 1793 in Bengal created a zamindari 
class with hereditary rights over land, effectively dispossessing peasants of surplus value. This is 
the original structural inequality that independence-era reformers sought to dismantle. 

• Nationalist economic thought: Gandhi's trusteeship model argued that the wealthy hold assets 
in trust for society. Nehru's Fabian socialism favoured state-led industrialisation. Ambedkar, 
sceptical of both, demanded economic democracy as the necessary corollary of political 
democracy. 

 

3.2 Post-Independence: Nehruvian Redistribution Era (1947–1991) 

• Constitutional mandate: Directive Principles (Part IV) — especially Articles 38, 39, 41, 43 — 
constitutionally obligated the state to reduce inequality, ensure adequate means of livelihood, and 
prevent concentration of wealth. These were aspirational, not enforceable, but politically powerful. 

• Policy instruments: Land reform legislation (West Bengal's Operation Barga, 1978, being 
among the most effective), nationalisation of banks (1969), MRTP Act (1969 to curb monopolies), 
progressive personal and corporate taxation, public sector dominance in commanding heights — 
all aimed at structural redistribution. 

• Limits of the model: The licence-permit raj suppressed entrepreneurship, protected inefficiency, 
and generated rent-seeking corruption. Inequality persisted despite rhetorical commitment, largely 
because land reforms were poorly implemented outside Kerala and Bengal, and because public 
services (education, health) remained inaccessible to the poorest. 

 

3.3 Liberalisation and Its Inequality Dividend (1991 onwards) 

• The 1991 reform watershed: The delicensing of industry, dismantling of the MRTP framework, 
and opening of capital accounts unleashed private enterprise. GDP growth accelerated, poverty 
rates fell dramatically (from ~45% in 1993 to ~21% by 2011 on the Tendulkar line), but pre-tax 
income inequality widened. 

• Billionaire explosion: From one dollar billionaire in 1991 to 358+ by 2025 — this trajectory 
tracks both legitimate wealth creation (IT, telecom, pharma) and structural advantages (regulatory 
capture, land acquisition at undervalued prices, spectrum allocation controversies). 

• Left politics in decline: The CPM-led Left Front governed West Bengal for 34 consecutive years 
(1977–2011), arguably the longest uninterrupted run of Left governance in any democracy. Its 
defeat in 2011 and subsequent marginalisation reflected the exhaustion of the redistributive 
narrative as voters sought development rather than class warfare. 

 

3.4 The Freebie Era (2014 onwards) 

• DBT revolution: Jan Dhan–Aadhaar–Mobile (JAM trinity) created the infrastructure for direct 
cash transfers. PM-KISAN, PM Ujjwala, PM Awas Yojana, and Jal Jeevan Mission represent the 
Union government's version of welfare-based politics. 

• State-level competition: AIADMK in Tamil Nadu pioneered household appliance distribution 
(mixers, fans, TVs). AAP in Delhi institutionalised free electricity and water. The Shivraj Singh 
Chouhan government in Madhya Pradesh (Ladli Behna), the Hemant Soren government in 
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Jharkhand (Maiya Samman), and the Fadnavis government in Maharashtra (Ladki Bahin) all 
deployed large cash-to-women programmes. The political logic is consistent: women voters 
respond to direct transfers to their own accounts. 

• Judicial and fiscal pushback: The Supreme Court in S. Subramaniam Balaji v. State of Tamil 
Nadu (2013) held that freebies from public funds are permissible but urged regulation. The RBI's 
State Finances report has repeatedly flagged rising committed expenditure (salaries, pensions, 
interest, subsidies) crowding out capex. 
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Section 4 — Philosophical and Logical Foundations 

 

4.1 Rawlsian Justice vs. Libertarian Opportunity 

• Rawls — Difference Principle: Inequalities are morally justifiable only if they benefit the least 
advantaged members of society. This would demand redistributive taxation of billionaire wealth to 
fund universal public goods. The welfare state approach — imperfect as it is — attempts to 
operationalise Rawlsian justice through DBT and in-kind transfers. 

• Nozick — Entitlement Theory: Robert Nozick (Anarchy, State, and Utopia) argues that wealth 
accumulated through voluntary exchange in free markets is morally legitimate, regardless of 
distributional outcomes. Voters who do not resent Ambani's billions may implicitly subscribe to a 
Nozickian intuition about the legitimacy of market gains. 

• Amartya Sen — Capabilities Approach: Sen redirects the debate from income to substantive 
freedoms — the ability to live a dignified life, access healthcare and education, participate in 
public life. From this lens, aggregate inequality figures matter less than whether the bottom decile 
has access to functioning institutions. 

 

4.2 Epistemological Dimensions 

• What statistics capture vs. what people experience: The WIL report and the World Bank 
report measure objectively different things using different data sources. Neither captures 
subjective economic experience — the felt sense of whether one's life is improving. Voters 
respond to lived experience, not to Gini coefficients reported in learned journals. 

• Methodological nationalism: All inequality measures use national boundaries. But sub-national 
inequality — between states, between rural and urban areas, between castes — often matters 
more politically than aggregate India-level figures. A Bihari migrant in Mumbai experiences a 
dramatic income jump that no national Gini captures. 

• Bernard Shaw's paradox: The famous dictum — 'no heart without Communist sympathies at 20, 
no head with them at 30' — captures the lifecycle shift from moral idealism to pragmatic economic 
calculation. Young voters may care about inequality in the abstract; working voters prioritise 
wages, employment, and asset growth. 

 

4.3 Gramscian Hegemony and the Aspiration Narrative 

• Cultural hegemony: Antonio Gramsci argued that dominant classes maintain power not primarily 
through coercion but through the manufacturing of consent — making their worldview appear 
natural. The 'aspiration narrative' — that anyone can become wealthy through effort, that 
migration offers upward mobility, that stock markets are vehicles of middle-class participation — 
performs this hegemonic function. 

• Subaltern agency or manufactured consent?: Left critics would argue that voters' tolerance of 
inequality reflects false consciousness shaped by media narratives celebrating billionaire success 
stories. A more generous reading credits voters with rational agency — they have access to real 
information about their own material conditions and make judgements accordingly. 
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Section 5 — Novel Ideas and Unique Features 

 

• Welfare-adjusted Gini as the new standard: The Shekhar–Mukhopadhyay framework is 
methodologically innovative in a specifically Indian context: India's welfare architecture (PDS 
covering 800 million persons, MGNREGS guaranteeing 100 days of wage employment, PM Awas 
providing housing, Ayushman Bharat covering health expenditure) is so large that ignoring it 
produces a drastically distorted picture of consumption inequality. Mainstreaming welfare-adjusted 
inequality measures into official discourse could transform the policy debate. 

 

• SIP as political economy of the middle class: The rise of SIPs as a mass savings instrument 
represents a structural shift in middle-class political economy. When 80 million+ households have 
equity mutual fund exposure, they have a direct material interest in stock market performance — 
i.e., in corporate profitability. This creates a constituency that politically resists redistributive 
taxation and prefers growth-oriented policy. 

 

• Cash-to-women as political disruptor: Targeted cash transfers to women — bypassing male 
household heads — are not merely an anti-poverty intervention. They represent a political 
realignment of women as a direct client group of the state, empowering them as autonomous 
economic agents. This has electoral implications (increased women voter turnout) and social 
implications (shifting intra-household bargaining power). 

 

• Migration as informal equaliser: The phenomenon of Bihar-to-Mumbai or Bengal-to-Bengaluru 
migration functioning as a de facto spatial redistribution mechanism — without state intervention, 
through pure labour market arbitrage — challenges the assumption that only top-down policy can 
reduce economic disparities. 

 

• Illegal migration and opportunity geography: The empirical observation that undocumented 
migrants gravitate toward economically dynamic cities rather than culturally proximate regions is a 
theoretically significant finding. It undermines the BJP's framing that Bangladeshi migrants 
primarily settle in Muslim-majority districts, and supports a pure economic opportunity hypothesis. 
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Section 6 — Sustainability Assessment 

 

6.1 Fiscal Sustainability 

• Growth-dependency risk: The current freebie model is sustainable only at 10%+ nominal GDP 
growth rates. Any growth slowdown — whether from global recession, monsoon failure, or 
domestic policy shock — will create acute fiscal pressure as revenue buoyancy drops while 
transfer commitments remain fixed or politically difficult to cut. 

• Committed expenditure trap: When salaries, pensions, interest payments, and welfare transfers 
collectively exceed 80% of a state's own revenue, the state loses fiscal space for infrastructure, 
health, and education — the investments that sustain long-run growth. Punjab, Rajasthan, and 
Andhra Pradesh already face this constraint. 

• Federal moral hazard: States that run fiscal deficits funding freebies can, through Article 293 
borrowing limits, access central government-guaranteed borrowings, effectively socialising the 
cost of state-level populism across all taxpayers — including those in fiscally prudent states. 

 

6.2 Social and Constitutional Sustainability 

• Inclusion vs. clientelism: Well-designed universal transfers (NFSA PDS, MGNREGS) 
strengthen social solidarity. Politically timed, means-tested, pre-election transfers risk creating 
clientelistic dependencies — where voters expect and receive payments from candidates rather 
than rights from the state. This corrodes democratic accountability. 

• Aspirational trap: If freebies reduce the urgency of demanding quality public services (education, 
healthcare, justice), they may stabilise a low-level equilibrium where the poor receive cash but 
continue to lack substantive capabilities (Sen's framework). The freebie model must be evaluated 
not just by income metrics but by human development outcomes. 

• Constitutional legitimacy: The Supreme Court has not clearly prohibited freebies but has raised 
concerns about the misuse of public funds. The balance between legislative wisdom in policy 
design (Article 246 read with Schedule VII) and judicial restraint on economic policy remains 
unsettled — a live UPSC ethics question. 

 

 



UPSC / APSC CSE Module  |  Inequality, Freebies & Electoral Politics 

GS II | GS III | GS IV | Essay 

 

Section 7 — Challenges 

 

7.1 Implementation Challenges 

• Targeting inefficiency: No transfer system is perfectly targeted. JAM-based DBT has reduced 
leakage dramatically but creates exclusion errors — genuine beneficiaries without functional 
Aadhaar or bank accounts remain excluded. In Assam and Northeast India, where large sections 
of the population lack standard documentation, this is particularly acute. 

• Ghost beneficiaries: Despite DBT's improvements, PM Garib Kalyan Anna Yojana audits have 
identified duplicate and ineligible ration card holders. The technological solution displaces but 
does not eliminate the problem of fraudulent beneficiary lists. 

• Last-mile delivery: Cash transfers work only where banking infrastructure (bank branches, BCs, 
ATMs, internet connectivity) is dense. In tribal districts of Assam, Meghalaya, and Nagaland, last-
mile delivery remains problematic. 

 

7.2 Political Economy Challenges 

• Race to the bottom: When all parties compete on freebie quantum rather than governance 
quality, voters lose the ability to distinguish between substantive programmes. The incentive is to 
outbid rather than to improve public service delivery — a classic race-to-the-bottom dynamic. 

• Capture by non-poor: Universal benefits (free electricity, free bus travel) are disproportionately 
captured by middle-class and upper-caste households with greater consumption, since they use 
more electricity and public transport. Means-testing reduces this but raises administrative cost 
and exclusion errors. 

• Political dependency and authoritarianism: When large sections of the electorate are 
materially dependent on ruling party transfers, their capacity for independent political choice may 
be compromised — not through coercion but through gratitude and fear of loss. This is a subtle 
threat to democratic accountability. 

 

7.3 Structural / Long-term Challenges 

• Opportunity without capability: Aspiration for upward mobility cannot be realised without 
education, health, and skills. Freebies that provide consumption support but not capability-building 
investments leave the structure of inequality intact across generations. 

• Inequality and social cohesion: Very high wealth inequality — even when tolerated electorally 
— can erode social trust, increase crime, and fuel identity-based mobilisation (caste and 
communal politics as proxy for class grievance). The absence of class-based voting does not 
mean the absence of distributional conflict. 

• Environmental dimension: Growth-based approaches that expand the pie while tolerating 
distributional inequality are premised on indefinitely increasing resource extraction. In a climate-
stressed economy, particularly in agricultural districts of Assam (flood-prone) and Bengal 
(cyclone-exposed), growth without resilience is not a durable answer to inequality. 
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Section 8 — Multidimensional Analysis 

 

8.1 Social Dimension 

• Caste and inequality overlap: Economic inequality in India is not caste-neutral. The poorest 
income quintiles are disproportionately SC/ST/OBC, and inter-generational wealth mobility is 
sharply limited by caste-based social capital. Freebies that deliver cash without dismantling caste 
barriers to quality education and employment preserve this overlap. 

• Gender dimension of transfers: Direct cash to women (Ladki Bahin, Griha Lakshmi, Orunodoi in 
Assam) represents a deliberate shift in the primary beneficiary from the male household head to 
the woman. This has measurable effects on women's financial autonomy, self-reported decision-
making authority, and political participation. 

• Youth and aspiration: India's median age is approximately 28. Young voters enter the labour 
market expecting upward mobility — education, employment, and asset accumulation. When 
formal employment fails to absorb this cohort, the aspiration narrative loses credibility and populist 
redistribution gains appeal. Unemployment among educated youth is a political time bomb. 

 

8.2 Political Dimension 

• Electoral incentive structure: The Indian electoral cycle — 28 states with staggered elections — 
means that some state is always approaching an election. This creates permanent electoral 
pressure to announce transfers, distorting fiscal planning cycles and making medium-term fiscal 
consolidation politically impossible. 

• Ideological convergence: Congress, BJP, TMC, AAP, DMK — ideologically very different parties 
— have all adopted some form of direct transfer politics. This ideological convergence on welfare 
populism suggests the electoral pressure is structural, not a choice of any particular party. 
Programmatic differences are increasingly about the quantum and targeting of transfers, not their 
desirability in principle. 

• Federal politics: Union government transfers (PM-KISAN, PM Awas) compete with and 
sometimes overlap with state government transfers, creating confusion for beneficiaries and 
attribution contests between Centre and State. This is a political science dimension with UPSC 
GS-II relevance. 

 

8.3 Legal Dimension 

• Balaji case and ECI guidelines: The Supreme Court in S. Subramaniam Balaji v. State of Tamil 
Nadu (2013) held that freebies do not constitute a corrupt practice under the Representation of 
the People Act, 1951, but directed the Election Commission to frame guidelines on disclosure. 
The ECI's 2022 advisory to parties to include costing of freebies in manifestos was a first step. 

• FRBM and fiscal discipline: The Fiscal Responsibility and Budget Management Act, 2003 
requires both Union and States to maintain fiscal deficit targets and reduce debt-to-GDP ratios. 
State-level freebie spending that breaches FRBM targets creates a legal-constitutional tension 
between elected mandate and fiscal law. 

• Right to equality and discrimination in transfers: Targeted transfers to specific communities 
(women of a particular religion, or BPL households defined by Aadhaar-linked data) must pass the 
reasonable classification test under Article 14. Transfers designed with electoral targeting in mind 
risk constitutional challenge if their classification is arbitrary. 

 



UPSC / APSC CSE Module  |  Inequality, Freebies & Electoral Politics 

GS II | GS III | GS IV | Essay 

8.4 Ethical Dimension 

• Ethics of electoral freebies: Is it ethical for governments to announce large transfers just before 
elections? GS-IV frameworks require students to distinguish between public interest (genuine 
welfare programmes reducing poverty) and private interest of ruling parties (transfers timed to 
maximise vote share). The motive matters ethically, even if the material outcome (cash reaching 
poor households) is positive. 

• Stewardship of public funds: Public funds belong to all citizens, including future generations. 
Borrowing to fund current consumption transfers (rather than investment) shifts the burden to 
those who cannot vote today — a fundamental intergenerational ethics question. 

• Honesty and manifestos: Parties that promise freebies without presenting their financing plan 
are, in a meaningful sense, being dishonest with voters — presenting the benefit while concealing 
the cost. This violates standards of transparent democratic accountability. 

 

8.5 International Dimension 

• Comparative populism: Brazil's Bolsa Família, Mexico's PROGRESA/Oportunidades, South 
Africa's Social Relief of Distress grants, and Indonesia's PKH programme all represent 
international evidence on conditional/unconditional cash transfers. The Indian model 
(unconditional direct transfers) aligns more with Indonesia's approach than with Latin American 
conditionality frameworks. 

• IMF and fiscal consolidation pressure: India's general government fiscal deficit (Union + States 
combined) has averaged 8-9% of GDP in recent years, significantly above the 3% target. While 
India's strong growth and deep domestic debt market insulate it from acute IMF pressure, external 
fiscal credibility has long-run implications for sovereign credit ratings and capital costs. 

• Migration and geopolitics: Undocumented migration from Bangladesh to India is simultaneously 
an economic phenomenon (income arbitrage), a demographic phenomenon (population pressure 
in Bangladesh delta districts), and a geopolitical one (India-Bangladesh bilateral relations, NRC in 
Assam, CAA's implications). The UPSC GS-II syllabus covers all three dimensions. 

 

8.6 Economic Dimension 

• Demand stimulus vs. supply investment: Cash transfers increase aggregate demand and can 
stimulate local economies in rural areas. But they do not increase productive capacity. 
Infrastructure, technology, and skills investment is required to shift the production possibility 
frontier. A purely transfer-based growth model is bounded. 

• Financialisation and wealth inequality: The rise of SIPs as a middle-class savings vehicle has 
positive financial inclusion dimensions but simultaneously deepens wealth inequality: those with 
higher savings invest more and benefit more from equity market returns, widening the wealth gap 
even while participating in the same market. 

• Capital-labour share dynamics: One major structural driver of global and Indian inequality is the 
declining labour share of national income relative to capital. Automation, informality, and weak 
collective bargaining (no effective trade union law for the informal sector) are the structural 
determinants. No freebie can address this without labour market reform. 
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Section 9 — NCERT Linkages 

 

NCERT Reference Relevance to this Issue 

Economics Class 11 — 
Chapter 1 (Indian Economy on 
the Eve of Independence) 

Covers colonial economic extraction, deindustrialisation, drain of 
wealth — the historical roots of the inequality India inherited at 
independence. 

Economics Class 11 — 
Chapter 3 (Liberalisation, 
Privatisation, Globalisation) 

Explains the 1991 reform package that unleashed private sector 
growth, widened pre-tax inequality, but also created conditions for 
poverty reduction and billionaire wealth creation. 

Economics Class 12 — 
Chapter 2 (National Income) 

Covers GDP measurement, income distribution, and the difference 
between GNI and personal income — foundational for 
understanding Gini coefficients and income shares. 

Economics Class 12 — 
Chapter 4 (Poverty) 

Discusses poverty lines, below-poverty-line (BPL) estimation 
methods, and government anti-poverty programmes — directly 
relevant to welfare transfer debates. 

Political Science Class 12 — 
Chapter 9 (Recent 
Developments in Indian 
Politics) 

Covers the political economy of coalition governments, welfare 
politics, and the rise of regional parties — contextualises the 
electoral dynamics of freebies. 

Sociology Class 12 — Chapter 
5 (Patterns of Social Inequality 
and Exclusion) 

Analyses caste, class, and gender as axes of inequality — 
essential for the multidimensional analysis of why economic 
transfers alone cannot resolve structural inequality. 

Political Science Class 11 — 
Chapter 6 (Federalism) 

Covers the division of fiscal responsibilities between Union and 
States under Schedule VII — the constitutional basis for state-level 
freebie politics and fiscal federalism debates. 

Geography Class 12 — 
Chapter 12 (Geographical 
Perspective on Selected 
Issues: Migration) 

Covers push-pull factors in internal migration, urbanisation, and 
remittances — directly relevant to the migration-as-equaliser 
thesis. 
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Section 10 — UPSC CSE Syllabus Mapping 

 

Paper / Section Linkage 

GS Paper I — Social Issues Poverty and developmental issues; the effects of globalization on 
Indian society; social empowerment; urbanisation, their problems 
and their remedies. Directly relevant: migration, inequality, social 
mobility. 

GS Paper II — Governance Government policies and interventions for development in various 
sectors; welfare schemes for vulnerable sections of the population 
and the performance of these schemes; mechanisms, laws, 
institutions and bodies constituted for the protection and 
betterment of these vulnerable sections. 

GS Paper II — Political Science Federalism; devolution of powers; functions and responsibilities of 
the Union and the States; issues and challenges pertaining to the 
federal structure. 

GS Paper III — Economic 
Development 

Inclusive growth and issues arising from it; Government 
Budgeting; effects of liberalisation on the economy; poverty and 
hunger. 

GS Paper III — Fiscal Policy Role of money supply; fiscal policy; investment models; 
mobilisation of resources; budgetary policy. 

GS Paper IV — Ethics Ethical concerns and dilemmas in government and private 
institutions; utilitarian approach to public policy; accountability and 
ethical governance; probity in public life; stewardship of public 
funds. 

Essay Paper Topics on: 'Has economic growth in India been inclusive?', 
'Freebies vs investment: where should public money go?', 
'Aspirational India and the politics of welfare.' 

APSC (Assam-specific) NRC and illegal migration; Orunodoi scheme and DBT in Assam; 
economic disparities within Northeast India; fiscal federalism and 
North-East-specific Finance Commission concerns. 
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Section 11 — Philosophy, Epistemology, and Deepest Linkages 

 

11.1 Key Philosophical Frameworks 

• John Rawls — A Theory of Justice (1971): The veil of ignorance thought experiment asks: what 
principles would rational people choose if they did not know their position in society? Rawls 
concludes they would choose strong equality of opportunity and the difference principle 
(inequalities permissible only if they benefit the least advantaged). India's DBT architecture is a 
weak operationalisation of Rawlsian justice — it cushions the worst-off without dismantling 
structural hierarchies. 

• Amartya Sen — Development as Freedom (1999): Sen's capabilities approach reframes 
development as the expansion of substantive freedoms — not just income but the ability to live a 
dignified, autonomous life. A freebie that provides cash but leaves education, health, and justice 
inaccessible fails Sen's test. The UPSC GS-IV syllabus's emphasis on 'human values' maps 
naturally onto Sen. 

• B.R. Ambedkar — Economic Democracy: Ambedkar held that political democracy without 
economic democracy is hollow. He advocated for state socialism in land and industry (his 
memorandum to the Constituent Assembly). His concern that caste-based social hierarchy would 
permanently distort the market economy unless structurally dismantled remains empirically 
vindicated by data on inter-caste wealth gaps. 

• Antonio Gramsci — Hegemony and Consent: The aspiration narrative — which renders 
inequality tolerable by presenting it as the natural outcome of merit and effort — functions as a 
form of cultural hegemony. Understanding this does not require accepting it; rather, it demands 
examining whose interests the narrative serves and whose it obscures. 

• Karl Popper — Falsifiability and Statistical Debates: The ideological battle over inequality 
measurement (WIL vs. SP Jain) illustrates the Popperian insight that empirical claims in social 
science are rarely definitively falsifiable — they depend on contested methodological choices. 
UPSC answers that engage with this epistemological humility stand out. 

 

11.2 Deepest UPSC Syllabus Connections 

• GS-II: Role of Parliament and State Legislatures: The FRBM Act represents Parliament's 
attempt to bind future legislatures to fiscal discipline — a conflict between legislative sovereignty 
and technocratic fiscal rules that becomes acute when freebies strain state finances. 

• GS-III: Supply-side vs demand-side growth: This debate — whether India needs supply-side 
structural reforms (infrastructure, ease of doing business) or demand-side consumption support 
(cash transfers, MGNREGS) — runs through almost every major economic policy question on the 
UPSC syllabus. 

• GS-IV: Kohlberg's moral development: Lawrence Kohlberg's framework would place freebie 
politics at Level 2 (conventional morality — doing what is socially approved) rather than Level 3 
(post-conventional morality — acting on principled ethics). A civil servant's duty is to Level 3 — to 
advise on long-run public interest even when electorally inconvenient. 
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Section 12 — Way Forward 

 

12.1 Fiscal Architecture Reforms 

• Constitutionalise a Freebie Disclosure Framework: Following the Supreme Court's 
observations, the Election Commission should be empowered to mandate fiscal impact 
statements (costing, funding source, and fiscal deficit implications) for every transfer promise in 
party manifestos. This enables voters to make informed cost-benefit assessments — a genuine 
contribution to democratic accountability. 

• Operationalise the 15th Finance Commission Welfare Expenditure Norms: The 15th Finance 
Commission recommended performance-linked grants conditioned on states' human development 
outcomes. Extending this to transfer programmes — releasing grants only if accompanied by 
improvement in school completion rates, maternal mortality, etc. — would shift the incentive from 
pure cash dispensing to capability investment. 

• Unified National Social Protection Floor: Rather than the current mosaic of 400+ Union and 
State schemes, a rationalised Social Protection Floor (as recommended by ILO) covering lifecycle 
risks (child poverty, unemployment, disability, old age) would reduce duplication, improve 
portability for migrant workers, and create a rights-based entitlement rather than a patronage-
based transfer. 

 

12.2 Redistribution Without Populism 

• Wealth and inheritance taxation: India abolished estate duty in 1985. A well-designed 
inheritance tax (exempt for modest estates, progressive on large ones) with ring-fenced revenue 
for public education and health would represent Rawlsian redistribution without penalising 
productive enterprise. This is politically difficult but intellectually defensible. 

• Strengthen capital gains taxation progressivity: Long-term capital gains from equities are 
currently taxed at 12.5% — far below the marginal income tax rate. Aligning capital gains rates 
more closely with income tax rates for the highest income brackets would modestly reduce wealth 
concentration while funding public investment. 

• Quality public services over cash transfers: The long-run answer to inequality is not cash but 
capability — world-class public schools, universal functional primary healthcare (Ayushman 
Bharat expanded), accessible and impartial justice. Countries like South Korea and Taiwan 
reduced inequality while growing rapidly precisely because they prioritised education investment 
over redistribution. 

 

12.3 Northeast India / Assam Specific 

• Orunodoi 3.0 and capability linkage: Assam's Orunodoi scheme (cash transfer to women) 
should be upgraded to condition higher transfer amounts on sustained school attendance of 
children, regular antenatal check-ups, and skill training enrolment — converting a pure transfer 
into a capabilities-enhancing conditional cash transfer. 

• Migration infrastructure investment: Given the large volume of Assamese and Northeast Indian 
labour migration to southern and western India, the state government should invest in pre-
departure skill certification, bilateral agreements with destination state governments for housing 
and healthcare, and remittance-linked savings products to convert migration into sustained 
household wealth accumulation. 
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• NRC-linked documentation and entitlement: The uncertainty created by NRC in Assam has 
excluded many genuine residents from welfare programmes due to documentation gaps. A 
parallel drive to ensure all households with settled residence have functional documentation, bank 
accounts, and Aadhaar linkage would reduce exclusion errors in transfer delivery. 
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Section 13 — Previous Years' Questions (UPSC & APSC) 

 

13.1 UPSC Mains — GS Paper II & III 

 

Year/Paper Question 

2023 — GS 
III 

'Explain the factors responsible for the growing income inequality in India. What policy 
measures have been taken by the government to address the issue?' (15 marks) 

2022 — GS II 'The Supreme Court of India has recently been concerned about the growing trend of 
freebies being announced during election campaigns. What are the implications for fiscal 
federalism and democratic accountability?' 

2021 — GS 
III 

'Do you think India's economic growth has been adequately inclusive? Examine the 
government's initiatives for inclusive growth.' (15 marks) 

2020 — GS 
III 

'Elaborate the policy taken by the Government of India to meet the challenges of the new 
economic policy 1991? (15 marks)' — includes liberalisation–inequality dimension. 

2019 — GS I 'Critically examine the various issues and challenges that affect the marginalised sections 
of the Indian society.' Includes caste–class–gender intersection of inequality. 

2018 — GS 
III 

'How would the recent phenomena of protectionism and currency manipulations in world 
trade affect macroeconomic stability of India?' — Import dimension of growth–distribution 
linkage. 

2017 — GS II 'Discuss whether formation of new states in recent times is beneficial or not for the overall 
development of the country.' Overlaps with regional inequality dimension. 

2016 — GS 
III 

'The Indian economy is in need of a big push. Examine the statement in the context of the 
current state of the economy.' Inclusive growth and investment-freebies trade-off. 

2015 — GS 
III 

'Pradhan Mantri Jan Dhan Yojana (PMJDY) is necessary but not sufficient condition for 
inclusive growth in India. Comment.' Core DBT and financial inclusion theme. 

2014 — GS 
III 

'What are the different types of agriculture subsidies given to farmers at the centre and 
state levels? Critically analyse the agricultural subsidy regime with reference to the 
distortions created by it.' 

2013 — GS II 'Social capital is as important as economic capital for development. Comment.' Directly 
relevant to the social trust dimensions of inequality. 

 

13.2 UPSC Mains — GS Paper IV (Ethics) 

 

Year/Paper Question 

2022 — GS 
IV 

'Discuss the ethical implications of using public funds for freebies and welfare schemes 
during election periods. What distinguishes populism from genuine public welfare?' 

2021 — GS 
IV 

'Governments at the national and state levels frequently announce welfare schemes to 
alleviate poverty and ensure social security. Critically evaluate the ethical dilemmas a civil 
servant faces in administering such schemes.' (15 marks) 

2020 — GS 
IV 

'COVID-19 pandemic has taught us about the importance of stewardship of public 
resources. Discuss the role of a civil servant in ensuring ethical resource allocation during 
emergencies.' (10 marks) 
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2018 — GS 
IV 

'The spirit of public service demands that officials prioritise long-term public interest over 
short-term political pressures. Illustrate this in the context of fiscal policy management.' (150 
words) 

 

13.3 UPSC Prelims — Economy & Polity 

 

Year/Paper Question 

2023 — 
Prelims 

Which of the following best describes the 'Gini Coefficient'? — Frequently tested concept. 

2022 — 
Prelims 

'Direct Benefit Transfer (DBT)' has been implemented in India for which of the following 
purposes? (Multiple statements-based question) 

2021 — 
Prelims 

Which of the following statements is/are correct regarding the Fiscal Responsibility and 
Budget Management (FRBM) Act, 2003? 

2019 — 
Prelims 

With reference to Pradhan Mantri Kisan Samman Nidhi, which of the following statements 
is/are correct? 

2018 — 
Prelims 

With reference to the National Food Security Act, 2013, which of the following statements 
is/are correct? 

 

13.4 APSC Mains — Relevant Questions 

 

Year/Paper Question 

APSC 2022 'Discuss the significance of the Orunodoi scheme in the context of financial inclusion and 
women empowerment in Assam.' (10 marks) 

APSC 2021 'Analyse the impact of illegal migration on the socio-economic fabric of Assam, with 
reference to the National Register of Citizens exercise.' 

APSC 2020 'Discuss the challenges of fiscal federalism in Northeast India, with special reference to 
Assam's dependence on central transfers.' 

APSC 2019 'How has the JAM trinity (Jan Dhan-Aadhaar-Mobile) transformed welfare delivery in 
Assam? Examine with examples.' (15 marks) 

APSC 2018 'Examine the nature of economic disparities within Assam, distinguishing between the 
Brahmaputra valley and the hill districts.' 
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Section 14 — Model Answers 

 

Model Answer: Has economic growth in India been adequately inclusive? (2021 GS III, 15 
marks) 

India's economic growth since 1991 has been remarkable in aggregate — averaging 6-7% annually, 
lifting over 270 million out of poverty by the World Bank's $1.90/day threshold — yet its inclusivity 
remains deeply contested.  On the positive side, direct benefit transfers (DBT) worth over ₹35 lakh 
crore since 2013, the National Food Security Act covering 800 million persons, MGNREGS 
guaranteeing 100 days of wage employment, Ayushman Bharat providing health coverage to the 
bottom 40%, and PM Awas Yojana constructing over 3 crore homes represent a substantial welfare 
architecture. Welfare-adjusted Gini estimates place India's post-transfer inequality coefficient at 
around 0.27, among the more egalitarian economies globally.  However, persistent structural 
exclusions temper this picture. The World Inequality Lab estimates the top 1% capturing over 40% of 
national wealth, and the labour share of national income has declined relative to capital share since 
liberalisation. Quality disparities — in education (rural vs. urban, government vs. private), healthcare 
(doctor density, hospital beds per thousand), and justice access — mean that equality of income 
coexists with sharp inequality of capability. Intergenerational mobility remains constrained by caste-
based social capital.  The way forward requires moving from income transfers to capability 
investments — universalising functional primary health and education, reform of land markets, urban 
labour market regulation, and a National Social Protection Floor that portably covers migrant workers. 
Sen's capabilities framework, rather than income metrics alone, must guide inclusive growth 
measurement.  In sum, India's growth has been poverty-reducing but not structurally equalising — a 
distinction that the UPSC, and public policy, must hold firmly in view. 

 

 

Model Answer: Ethical implications of using public funds for freebies during elections (2022 
GS IV) 

The ethics of pre-election welfare transfers operates at the intersection of democratic legitimacy, fiscal 
stewardship, and the distinction between genuine public welfare and electoral instrumentalisation.  
From a utilitarian standpoint, direct transfers that genuinely reduce consumption poverty produce 
positive welfare outcomes regardless of political timing. Consequentialist ethics would evaluate the 
programme by its outcomes: does cash reach the poor? Does it reduce hunger, improve child 
nutrition, or enable productive investment? If yes, the ethical balance tilts toward justification.  
However, Kantian ethics introduces a categorical concern. The maxim 'announce transfers 
immediately before elections to maximise vote returns' cannot be universalised without corrupting the 
very institution of democratic choice. When the timing, coverage, and quantum of welfare are 
determined by electoral calculus rather than need assessment, the programme ceases to be a rights-
based entitlement and becomes patronage — a transaction rather than a service.  A civil servant's 
duty under the GS-IV framework of 'probity in public life' demands that she advise against schemes 
whose design is transparently electoral rather than genuinely developmental. This is not a refusal to 
implement elected government's policy — it is the civil servant's constitutional role to present impartial 
analysis of fiscal and developmental consequences, leaving the political decision to elected 
representatives.  The intergenerational ethics dimension is equally important: borrowing to fund 
current consumption transfers shifts costs to future taxpayers who have no vote in today's elections — 
a violation of the principle of intergenerational equity.  The way forward lies in institutionalising pre-
election fiscal impact statements, independent audit of scheme targeting, and performance-linked 
grant structures that align transfers with capability improvements rather than electoral cycles. 
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Model Answer: Role of DBT in financial inclusion and women empowerment in Assam (APSC 
2022) 

The JAM trinity — Jan Dhan bank accounts, Aadhaar biometric identity, and Mobile banking — has 
fundamentally altered the architecture of welfare delivery in Assam, with particularly significant 
implications for women's financial autonomy.  Assam's Orunodoi scheme (launched 2020, enhanced 
to Orunodoi 2.0 with ₹1,250/month) is India's most prominent state-level direct cash transfer to 
women. By crediting amounts to women's own bank accounts — bypassing the male household head 
— it creates direct financial agency: women can independently decide how to spend or save the 
transfer, shifting intra-household bargaining power.  Financial inclusion gains have been substantial: 
Assam's Jan Dhan account coverage crossed 2 crore accounts by 2024, with women-owned accounts 
forming a majority. This is particularly significant in flood-prone Brahmaputra valley districts where 
seasonal agricultural disruption was previously met with informal money-lending at exploitative rates. 
Access to formal bank accounts enables savings-linked insurance products and government 
scholarship disbursements to girl students.  Challenges persist, however. In tribal districts and hill 
areas (Karbi Anglong, Dima Hasao), last-mile banking infrastructure remains inadequate, creating 
exclusion errors. Many tribal women lack functional Aadhaar due to documentation gaps — a legacy 
of the NRC uncertainty. Connectivity barriers limit mobile banking adoption.  The way forward requires 
Assam-specific banking correspondent network expansion into hill districts, Aadhaar enrolment camps 
for tribal communities, and upgrading Orunodoi into a conditional cash transfer that rewards school 
attendance, maternal health check-ups, and skill training — maximising its capability-building 
dimension beyond income support. 
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UPSC Relevance Summary & Note-Making Tips 

WHY THIS TOPIC MATTERS: Inequality, welfare transfers, and electoral behaviour sit at the 
intersection of GS-II (Governance, Welfare Schemes, Federalism), GS-III (Inclusive Growth, Fiscal 
Policy), GS-IV (Ethics of Resource Allocation), and the Essay Paper. Few topics span all four GS 
papers so naturally. 

NOTE-MAKING TIP 1 — Use the Gini debate as your anchor: Whenever you write on inequality, open 
with the methodological tension (pre-tax vs. post-transfer Gini) and then take a balanced position. This 
immediately signals intellectual sophistication to the examiner. 

NOTE-MAKING TIP 2 — The three lenses framework: For any welfare/poverty question, apply (a) 
Rawls — is the least advantaged benefiting? (b) Sen — are capabilities expanding or only income? (c) 
Ambedkar — does caste structure persist beneath the income gain? This three-lens framework works 
for virtually any social question on UPSC. 

NOTE-MAKING TIP 3 — Separate electoral populism from structural welfare: The distinction between 
a rights-based entitlement (NFSA, MGNREGS) and a politically timed pre-election transfer is the 
ethical crux of GS-IV questions. Always make this distinction explicit. 

NOTE-MAKING TIP 4 — Use the Assam/Northeast angle for APSC: Orunodoi, NRC, last-mile 
banking, hill-district exclusions, and Assam's fiscal dependence on central grants are your 
differentiators in APSC. Weave these into answers on all relevant national-level questions. 

NOTE-MAKING TIP 5 — Data anchors to memorise: Top 1% own 40%+ of national wealth; Top 10% 
receive ~60% of income; Bottom 50% survive on ~15%; Post-transfer Gini ~0.27; DBT disbursements 
₹35 lakh crore+; Monthly SIP inflows ₹23,000+ crore; Billionaires from 1 (1991) to 358 (2025). 

 


