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Abstract

There is a rich debate on inequality in India. Sharp differences of opinion exist among researchers
not only on the data which is used for estimating inequality, but also on the direction of inequality
in India between 1983 and 2011-12. Most studies on inequality in India have examined trends in
inequality of outcomes. At the same time, however, inequality of opportunity has not received
sufficient attention in Indian literature. The main objective of this thesis is to examine trends in
inequality of outcome and opportunity in India between 1983 and 2011-12. We also examine

whether these trends are linked to the structural transformation of the economy during this period.

Chapter 1 of this thesis beings with an exploration of the concepts of inequality of outcome and
opportunity. It explores the relationship between the two by drawing on cross country evidence. It
then details the studies that have examined various facets of inequality of outcome and opportunity

in India over the past decades.

In Chapter 2 we explore trends in inequality of outcome in India between 1983 and 2011-12.
Estimates of inequality, based on the NSSO’s consumption expenditure surveys and income data
from the India Human Development Surveys (IHDS), do point to a steady rise in inequality in
India since the early 1990s. A possible explanation for this rise in inequality centres on the
structural transformation of the Indian economy during this period. This transformation can be
viewed at two levels — the movement of the labour force out of agriculture to non-agricultural
sectors and the rise in incomes of sections of the non-agricultural workforce in particular that of

salaried income.



In order to examine how this transformation of the economy, and as a consequence the changing
composition of household income has impacted inequality, we then proceed to decompose income
inequality by various sources of household income. Two striking points emerge from this analysis.
First, income from regular salaried employment, which flows disproportionately to households
who fall in the upper part of the income distribution, now adversely affects inequality to a greater
extent than before. Second, income from casual wage labour, in both agriculture and non-
agricultural sectors, which flows disproportionately to households who fall in the lower part of the

income distribution, has a moderating influence on inequality.

Against this backdrop, we examine the changing wage distribution in India between 1993-94 and
2009-10 by estimating upper tail and lower tail inequality. Two points emerge from this analysis.
First, faster wage growth of the highly educated and skilled sections of the labour force between
1993-94 and 2009-10 has increased the wage gap between various levels of education leading to a
rise in upper tail inequality. Second, lower tail inequality has declined between 1993-94 and 2009-

10. It is possible that these changes in the wage distribution impact mobility.

In chapter 3 we explore trends in intergenerational education mobility in India between 1983 and
2011-12. Four broad trends emerge from this analysis. First, there has been a sharp decline in
intergenerational persistence of illiteracy in India during this period. Second, this fall in persistence
of illiteracy has been accompanied by a steady expansion in upward mobility at lower and middle
levels of education. Third, amongst the population subgroups, mobility is higher in urban areas as
compared to rural areas, it is higher in the high income northern, western and southern regions, it

is higher among the non-poor households and among non-ST/SC households. Fourth, even among



these population subgroups, movement to higher levels of education continued to remain

restricted.

In chapter 4 we explore trends in intergenerational occupational mobility in India between 1983
and 2011-12. Four distinct emerge from this analysis. First, there has been a steady decline in the
probability that a child, born in an agricultural household, would continue being engaged in
agriculture and allied activities. Second, successive generations of agricultural households are
increasingly being employed in occupations such as production and related workers, transport
equipment and labourers in the construction sector. Third, for children born to parents engaged in
non-agricultural occupations, there has been a limited increase in the probability of working in
higher ranked occupations. Fourth, across population subgroups, occupational mobility is
relatively higher in urban areas, in the northern, western and southern regions and among the non-

poor households.

In chapter 5 we explore trends in intergenerational income mobility in India between 1983 and
2011-12. Data presented here shows a modest rise in intergenerational income mobility during this
period. The intergenerational wage elasticity (IGE) which measures, the persistence in incomes
across generations, has declined from 0.54 in 1983 to 0.45 in 2011-12. This trend holds true across
all population subgroups. However, as the detailed transition matrices show, much of this rise in
mobility is due to children, born to the poorest of households (Q1), now having a higher probability
of moving up the wage distribution than before. Movement to middle and top ends of the wage

distribution continued to remain restricted in India. The final chapter concludes this thesis.
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