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Abstract

India’s remarkable economic growth has positioned it among the largest global economies, with a Gross
Domestic Product (GDP) of approximately $4 trillion in 2024. Despite this achievement, the annual per
capita income of $2,780 underscores the inadequacy of aggregate economic indicators in capturing the
realities of wealth concentration and socio-economic inequality. A closer examination of India’s financial
structure reveals profound disparities that substantially challenge its developmental trajectory. This study
critically analyzes the issue of inequality through the theoretical frameworks of Marxist, Capitalist, and
Islamic economic thought, offering a nuanced exploration of the underlying dynamics and proposing
comprehensive strategies to address the inequitable distribution of wealth.
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A Concentration of Wealth: Unequal Economic Structures

The concentration of wealth among India’s elite is striking. Industrial magnates Mukesh
Ambani and Gautam Adani control $235.5 billion. Expanding this analysis, the top 10
wealthiest Indians command $486.7 billion, while the top 100 richest individuals
collectively possess nearly $1.1 trillion, accounting for 25% of GDP (Karmali, 2024). The
top 1% of India’s population holds 40% of the total nation’s wealth, and the top 5% amass
60% of the nation's wealth. Oxfam, 2023)

Global Comparisons and the Role of Equitable Distribution
India’s per capita income of $2,780 pales in comparison to other nations:

The United States, with a GDP of $26 trillion and a population of 331 million, achieves a
per capita income of nearly $78,000.

China, with a comparable population of 1.4 billion and a GDP of $18 trillion, registers a
per capita income of $12,857.

Smaller nations like Switzerland and Norway report per capita incomes exceeding
$80,000. (WPR, 2023)

Reassessing Per Capita Wealth in the Indian Context

Step-by-step analysis to calculate the reassessed per capita GDP of India when the
wealthiest segments of society are excluded:
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Key Data:
 India’s GDP: $3.89 ftrillion
o Population of India: Approximately 1.4 billion
o Per Capita GDP: $2,780
Wealth Breakdown:
1) Ambani and Adani control $235.5 billion
2) Top 10 wealthiest individuals control $486.7 billion
3) Top 100 wealthiest individuals control $1.1 trillion. (karmali, 2024)
4) Top 1% holds 40% of India’s wealth: $1.556 trillion (40% of $3.89 trillion)

5) Top 5% holds 60% of India’s wealth: $2.334 trillion. (60% of $3.89 trillion) (Oxfam,
2023)

Calculating Reassessed Per Capita GDP:
1) The total wealth of Ambani and Adani, $235.5 billion:
2) The total wealth of the top 10 Richest Indians, $486.7 billion:
3) The total wealth of the top 100 Richest Indians Total, $1.1 trillion
4) Total wealth of top 1%, $2.334 trillion
5) The total wealth of the top 5%, $1.556 trillion

Summary:
Wealth Excluded Reassessed Per Capita GDP ($)
GDP per capita Income 2,780
Excluding Ambani and Adani 2,610
Excluding Top 10 2,430
Excluding Top 100 1,993
Excluding Top 1% 1,667
Excluding Top 5% 1,111

This analysis illustrates the significant impact of wealth concentration on India’s per capita
GDP and highlights the deep economic inequality.

The Marxist Perspective
1. Wealth Concentration and Class Struggle

The Marxist perspective on unequal economic structures focuses on the inherent
contradictions of capitalism, particularly the concentration of wealth and its implications
for class struggle. According to Marx, capitalist systems operate through the exploitation
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of labor, where the surplus value generated by workers is appropriated by capitalists. This
surplus value, which represents the difference between the value created by labor and
the wages paid to workers, becomes the foundation for the accumulation of wealth by the
bourgeoisie (Marx, 1887, p.187). As a result, economic inequality becomes structurally
ingrained, with a small elite class accumulating vast resources while most workers remain
in relative poverty.

In contemporary contexts such as India, this dynamic is starkly evident. The country’s
economic landscape reflects the profound disparities predicted by Marxist theory. Recent
data indicates that the top 1% of India’s population controls approximately $1.6 trillion,
accounting for nearly 40% of the nation’s wealth (Oxfam, 2023). This staggering
concentration of wealth among the elite not only reinforces class divisions but also mirrors
the systemic exploitation embedded within the capitalist framework. Prominent industrial
magnates, including Mukesh Ambani and Gautam Adani, epitomize this trend, as they
amass fortunes through ownership of large-scale industries and extensive control over
natural resources and key market sectors. Meanwhile, the working class, which
constitutes the backbone of their enterprises, continues to struggle with inadequate
wages and limited access to essential resources like healthcare, education, and housing.

Such patterns of wealth accumulation underscore the structural inequality inherent in
capitalist systems, as articulated by Marx. The commaodification of labor, driven by profit
maximization, perpetuates poverty among the proletariat while enabling the bourgeoisie
to consolidate economic and political power. This disparity further exacerbates social
alienation and intensifies class struggle, as workers become increasingly aware of their
exploitation. For Marx, these dynamics lay the groundwork for revolutionary change, as
the contradictions of capitalism inevitably lead to its crisis and eventual transformation
into a more equitable economic system (Marx, 1887, pp. 420-424).

1. Regional Disparities and Rural Marginalization

Regional disparities and rural marginalization have long been central to critiques of
capitalist development, particularly from a Marxist perspective. According to Marxist
theory, capitalism inherently creates and perpetuates uneven development as it seeks to
exploit weaker regions for their resources and labor (Smith, 2008, p.134). In India
Maharashtra leads in economic assets, while Bihar ranks last, highlighting significant
inter-state disparities. Southern and western states like Maharashtra, Gujarat, and Tamil
Nadu exhibit robust development driven by industry and services, whereas Bihar,
Manipur, and Assam face economic vulnerabilities. In agriculture, Uttar Pradesh ranks
highest, with states like Punjab and Haryana benefited from earlier reforms, while lagging
regions like Bihar and West Bengal have shown improvement. Physical infrastructure
development also varies, with Tamil Nadu excelling and Arunachal Pradesh lagging.
Overall, regional inequalities persist across economic, agricultural, and physical assets,
despite some progress in underdeveloped areas. (Majumdar, 2022, pp.17-18). This
disparity is neither accidental nor incidental but a structural consequence of capitalist
development. The focus on urban industrial growth has historically come at the expense
of rural development, leading to systemic neglect. This urban-centric model reinforces
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capitalist dependency, compelling rural populations to migrate to cities in search of
employment opportunities. However, the conditions under which they migrate are often
exploitative. Migrant workers frequently endure substandard living conditions, low wages,
and lack of job security, exemplifying what David Harvey terms “accumulation by
dispossession” (Harvey, 2005, pp. 178). The 2011 Census revealed that nearly 68.8% of
is rural population (census of India, 2011, p.5), and a major percentage of this population
lacked access to proper sanitation facilities, and only some portion of the said population
had access to piped drinking water. These figures contrast sharply with urban
counterparts, highlighting the stark infrastructural divide. Moreover, the rural healthcare
system remains grossly inadequate, with a shortage of medical professionals and
facilities. Rural India accounts for nearly 70% of the country’s population but has only
about 40% of its hospital beds (Mihnas, 2022). This imbalance underscores the systemic
neglect of rural areas in India's developmental policies.

Educational disparities further exacerbate the urban-rural divide. While urban centers
boast prestigious institutions like the Indian Institutes of Technology (lITs) and Indian
Institutes of Management (lIMs), rural regions face a chronic shortage of quality schools
and trained teachers. A study by the Annual Status of Education Report (ASER)
highlighted that over 50% of rural students in Grade 5 could not read a Grade 2-level text.
(India Today, 2019). Such educational deprivation not only limits individual opportunities
but also perpetuates structural inequalities, as rural youth cannot compete with their
urban counterparts in the labor market.

The migration of rural workers to urban centers reflects the coercive underpinnings of
capitalist development. Lacking viable livelihoods in their native regions, these workers
are driven to cities where they often join the informal economy, characterized by
precarious employment and poor working conditions. Marxist theorists like Rosa
Luxemburg have argued that capitalism’s expansion necessitates the subsumption of
non-capitalist modes of production, leading to the dispossession and proletarianization of
rural populations. Capitalism continuously relies on incorporating labor from non-capitalist
sources. This includes the proletarianization of rural and urban middle classes, (wage
proletariat) the decline of pre-capitalist economies, and labor exploitation from colonized
and non-European regions. (Luxemburg, 2003 p. 361). In the Indian context, this process
manifests in the widespread displacement of rural communities due to infrastructure
projects, mining, and industrialization. Such displacement not only disrupts traditional
livelihoods but also forces communities into exploitative labor markets.

2. Historical Context of Exploitation

British colonial policy in India entrenched capitalist exploitation by extracting resources
and promoting industrial imports. Utsa Patnaik (2017, p. 278) claims that the British
Empire exploited India for profit. This extraction included the transfer of enormous
quantities of money and material products to Britain, impoverishing the Indian economy.
According to Patnaik, colonial policies made India a net exporter of raw resources and
dependent on British industrial imports, which inhibited local businesses and hindered
self-sustaining growth. Thus, colonialism left a structural dependency after independence.
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Following independence in 1947, India’s economic policies were shaped by a vision of
state-led industrialization and self-reliance. However, these policies largely failed to
dismantle the exploitative structures that had been established under colonial rule. The
newly independent Indian state adopted policies that often-perpetuated past inequalities,
particularly regarding wealth distribution and industrial control. Despite the promise of a
more equitable society, the economic strategies employed in the post-independence
period, such as state-led industrialization and protectionism, resulted in a concentration
of economic power in the hands of a few large plutocrats. The rise of crony capitalism
during this period continued the colonial trend of economic exploitation, as large business
conglomerates, often closely linked with political elites, continued to monopolize key
sectors of the economy A.K Bagchi (1982, p. 235) highlights systemic flaws in India’s
economic planning during the 1960s-70s, including mismatched investments, inadequate
poverty alleviation, and dependency on foreign aid and technology. Despite growth in
agriculture and export-focused policies, industrial stagnation, income inequality, and
reliance on external capital hindered inclusive development and self-reliance.

Neoliberal economic policies in the 1990s cemented these imbalances. Liberalization,
privatization, and globalization during this time stressed profit over mass well-being. In
his economic policy analysis of India, Pranab Bardhan (1999, p. 41) argues that neoliberal
changes benefitted huge corporations and international companies, marginalizing
vulnerable communities and small businesses. These changes, according to Bardhan,
increased capitalism by dismantling public sector firms and lowering state market
regulation. This trend disproportionately affected the poor and rural, who were
increasingly excluded from economic growth.

Privatization measures proposed as part of neoliberal policies hurt public well-being.
Privatization was often pursued without considering societal impacts. Many public sector
industries, which employed millions, were sold to private companies without transparency
or concern for social responsibility. This concentrated wealth in a few and reduced social
services and public goods needed by marginalized communities. These policies
increased economic disparity, hurting rural communities and small companies. Profit
maximization over social welfare alienated vulnerable populations who couldn’t compete
in the liberalized market (Harvey, 2005, p. 160). Colonial policies had constructed a
system of capitalist exploitation and reliance, but post-independence economic policies
did not destroy it. Post-independence crony capitalist networks and 1990s neoliberal
reforms distributed economic progress unevenly, prolonging the exploitation of vulnerable
populations and small businesses. Many of these programs reinforced British-era
inequality and dependency.

3. Marxist Solutions

India heralded as one of the world’s fastest-growing economies, boasts an impressive
GDP of approximately $3.89 trillion in 2024. With a population of 1.4 billion, this equates
to a per capita income of around $2780 annually. On the surface, this figure symbolizes
moderate progress for a developing nation, suggesting rising affluence and opportunity.
However, a closer examination of wealth distribution and economic inequality paints a far

Jan 2025 | 114



Tianjin Daxue Xuebao (Ziran Kexue yu Gongcheng Jishu Ban)/
Journal of Tianjin University Science and Technology

ISSN (Online):0493-2137

E-Publication: Online Open Access

Vol: 58 Issue: 01:2025

DOI: 10.5281/zenodo.14942818

more complex and troubling picture. The economic prosperity is heavily skewed,
revealing stark disparities that challenge the narrative of inclusive growth. “Some simple
math will show you that (even adjusting for government expenditure and net exports) if
GDP is growing at 8%, consumption is growing at 4% and individual savings rates don’t
change, it probably means that the top 20% of Indians are growing income by around 10-
11% and the next 80% is growing by about 4%. In fact, with real SENSEX and gold price
growth at 20%, and 13% respectively, and agriculture growth of 1.4% it’s even possible
that the top 5% of Indians are growing income at 15-18% and the bottom 20% are not
growing at all”’ (Sitapati, 2024).

India’s economic inequality is glaringly evident when analyzing the financial holdings of
its wealthiest citizens. Mukesh Ambani and Gautam Adani, two of the nation’s richest
individuals, collectively hold $235.5 billion—5% of India’s total GDP ( The Economist,
2022) Meanwhile, the top 1% of the population controls $1.556 trillion, and the top 5%
hold $1.89 trillion of the national wealth (Karmali, 2024). Such wealth concentration has
profound implications for the nation’s socio-economic fabric. In an editorial by the Indian
Express (2021), the ENS economic Bureau highlights the top 10% of India’s population
holds 57% of the total national wealth, while the bottom 50% owns a mere 13%. This
concentration not only marginalizes the majority but also restricts the flow of resources
toward equitable development. The figures paint a picture of extreme social stratification,
where wealth is increasingly monopolized by a select few, leaving the vast majority in
economic precarity.

From a Marxist perspective, the issue lies in the concentration of capital and the
exploitation of the working masses. The vast accumulation of wealth by the few, at the
expense of the majority, is a manifestation of capitalist exploitation, where the value
created by labor is siphoned off by capital owners. To address these systemic issues,
Marxist solutions focus on the redistribution of wealth and the transformation of the
economic structure to benefit the working class. A progressive tax system that targets the
ultra-rich, coupled with wealth redistribution programs, can reduce inequality. Such a
system would require those at the top of the income distribution to contribute a larger
proportion of their wealth, ensuring that the state has the resources to fund social
programs that benefit the lower and middle classes. This tax regime would be aimed at
reducing the concentration of wealth and ensuring that resources are redistributed to
address poverty and underdevelopment in the broader population. Renowned Economist
Piketty and others suggest that Global evidence reveals that the wealthy often achieve
returns on capital significantly exceeding economic growth, leading to rising wealth
concentration if unchecked. This trend is evident in India, where growth among the
wealthiest has far outpaced that of the middle and lower segments. To address these
disparities and fund vital social investments, a proposed tax package includes an annual
wealth tax and inheritance tax targeting only the top 0.04% of the population, those with
net wealth exceeding INR 10 crore. The baseline plan suggests a 2% wealth tax and a
33% inheritance tax on estates over this threshold, potentially generating 2.7% of GDP in
revenue. More progressive variants, with higher rates, could yield up to 6.1% of GDP.
These measures aim to reduce wealth concentration while leaving the vast majority
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unaffected, emphasizing the need for democratic deliberation to refine the specifics.
(Bharti, Piketty, 2024, p.5) Nationalizing vital sectors is another important inequality-
reduction approach. By nationalizing healthcare, energy, and transportation, the
government can ensure that profits benefit the public rather than a few wealthy elites.
Nationalization, according to Marxists, eliminates private ownership of the means of
production and distributes money according to necessity rather than profit (Sadr, 1982,
p.215). Public control of critical industries would let poor and working-class people access
fundamental services and infrastructure, promoting equality. Labor rights must be
strengthened to reduce economic inequality. Minimum wage rules, union protections, and
fair profit-sharing programs allow workers to negotiate fair wages. These policies would
provide workers more power to ensure they get a fair part of their labor’s profit, reducing
exploitation. Stronger labor laws and worker participation in decision-making can also
make the economy more just.

Land reforms are another key Marxist inequality remedy. Redistributing agricultural land
to small-scale farmers can boost productivity and reduce rural poverty in India. Land
reforms can empower rural populations and lessen land concentration by giving land to
the landless and giving farmers control over their output. Marx believed land reform was
necessary to overthrow feudalism and empower the working class (Marx, 2003, p.105).
Ultimately, India's huge economic inequality demands a fundamental economic system
reorganization to emphasize working class and oppressed groups. Progressive taxation,
nationalizing major businesses, increasing labor rights, and land reforms can help India
become a more equitable society with equal wealth distribution and economic opportunity.
Dismantling capitalism exploitation and constructing a society based on equality and
social justice requires these tasks.

4. Limitations

Similarly, the strengthening of labor rights, though essential in mitigating exploitation,
faces obstacles rooted in the country’s labor market dynamics. The informal sector in
India employs a vast majority of workers, and these workers often lack formal labor rights
or protections. Strengthening labor rights within the formal sector alone would likely have
a limited impact on the larger economy. Further, labor unions in India are often
fragmented, politically driven, and weakened by inter-union competition, which diminishes
their ability to negotiate effectively for fair wages or improved working conditions. As Jan
Breman, pointed out, labor legislation in India has been weakened by political
fragmentation and a shift toward neoliberal economic policies (Breman, 2019 p.39). In
this context, implementing meaningful labor reforms would require overcoming deep-
rooted political and structural barriers that make organizing and enforcing labor rights a
challenging task. Marxist solutions to economic inequality in India include progressive
taxation, nationalization of important businesses, labor rights reforms, and land reforms.
Each of these ideas has substantial limits in India due to its distinct socio-political and
economic framework. First, the rich elite and powerful business lobbies oppose
progressive tax systems, especially those targeting the ultra-wealthy. The wealthy
dominate political decision-making in capitalist countries like India, which leads to tax laws
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that favor capital accumulation at the top. Due to the large informal sector, a large section
of the population is not taxed. Progressive taxation is typically hampered by tax evasion
and weak enforcement, notwithstanding changes. Progressive taxation may reduce
inequality, but political opposition, the wealthy’s ability to exploit loopholes, and
institutional deficiencies that preclude effective tax collection limit it, according to Rhymer
Rigby (2021), Nationalization of important industries, another Marxist principle, is difficult.
Public management of healthcare and electricity may assure equal resource allocation,
but the Indian government has grappled with state-run enterprise inefficiency. Many public
sector companies lose money or are corrupted due to inefficiency. Khanna (2015, p.58)
states that they cannot influence policy on regulations, and prices, or remove antiquated
limits on strategic managerial decision-making, including investment, diversification, and
growth through acquisitions. This authority to influence policy and regulations is reserved
for private moneybags and corporate lobbyists, both Indian and international, with their
consultants. Nationalization may also inhibit foreign investment due to government
meddling in important areas. This could hurt economic growth and make poverty
reduction harder.

Land reforms, while central to Marxist theory, are also fraught with complications in India.
The country’s land distribution is already deeply entrenched, with significant land
ownership concentrated in the hands of a few, particularly in rural areas. Redistributing
land could face strong opposition from politically powerful landowners, many of whom
have historical ties to the political establishment. The implementation of land reforms
would require significant political will, and given the persistence of feudal structures in
rural India, such reforms could exacerbate social tensions rather than alleviate them.
According to Maddhu Chauhan (2017, p.251), “Land reforms in India have often been
thwarted by the political influence of large landowners, whose interests are tied to the
status quo”. Furthermore, even in the event of successful land redistribution, there is a
risk that small farmers may not have the resources or support to make productive use of
the land, limiting the potential for poverty alleviation.

Additionally, the Marxist approach often overlooks the global dimensions of inequality and
how India’s integration into the global capitalist system complicates domestic efforts to
address wealth distribution. The global capitalist economy places constraints on national
economic policies, especially in a country like India which is heavily dependent on foreign
direct investment (FDI) and global markets for growth. As Shantanu, Kingshuk (2012,
p.41), notes, globalization has tied India’s economic future to the forces of international
capital, limiting the ability of the state to pursue independent economic policies that might
challenge wealth concentration. Thus, even if India were to implement radical domestic
reforms, it would still face significant pressures from global financial institutions and
multinational corporations that often prioritize profit maximization over equitable growth.
While Marxist solutions to India’s economic inequality offer a theoretical framework for
addressing disparities, the practical limitations of these solutions are significant. Political
resistance from the elite, inefficiencies in state-run enterprises, challenges in
strengthening labor protections, and entrenched landholding patterns all pose substantial
barriers to the successful implementation of Marxist reforms. The pressures of
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globalization further complicate efforts to redistribute wealth in a way that genuinely
benefits the broader population. Addressing these challenges would require not only
structural reforms within India but also a reconsideration of the country’s role in the global
economic system.

The Capitalist Perspective

Economic growth under capitalism is often framed as a product of market forces that
emphasize free enterprise, competition, and the efficient allocation of resources.
According to classical economic theory, articulated by Adam Smith (1977, p.593),
markets, when left relatively unregulated, can function optimally by harnessing
individuals’ pursuit of self-interest, resulting in the creation of wealth and innovation. Smith
argued that the “invisible hand” of the market would direct resources where they are most
needed, thus encouraging economic development and prosperity. India’s journey toward
embracing capitalism began in earnest with the economic liberalization policies
introduced in 1991. These reforms, driven by a balance-of-payments crisis, dismantled
the License Raj, reduced trade barriers, and encouraged private and foreign investment.
As Bhagwati and Panagariya (2013, p.14) note, these changes marked a decisive shift
from a state-controlled economy to one increasingly driven by market forces. The
subsequent decades have demonstrated how capitalism, underpinned by market
mechanisms, has reshaped India’s economic structure and societal priorities. (ibid. p.20)

This principle is foundational to capitalist economic systems, including India, where the
shift towards market liberalization since the 1990s has stimulated rapid economic growth.
India’s GDP has expanded significantly, reaching nearly $3.89 trillion, a reflection of the
country’s increasingly integrated market economy (Forbes India, 2024). Proponents of
capitalism contend that this growth has lifted millions out of poverty, as evidenced by the
declining poverty rate from 39.1% in 2004-05 to under 11.9% in 2021.

Year Poverty Rate in India (percent)
1977 63.11
1983 56.26
1987 50.59
1993 47.64
2004 39.91
2009 32.87
2011 22.53
2015 18.73
2017 13.37
2018 11.09
2019 12.73
2020 14.72
2021 11.9

(Source: Forbes India, the Poverty rate in India [2024]: Trend over the years and causes,
Oct 25, 2024,).
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Markets thrive on supply and demand. The liberalization of Indian telecommunications,
finance, and retail shows this. Competition from private telecommunications companies
lowered call and data rates. Reliance Jio used size and technology to gain market share
and cut pricing. This competitive dynamic gave millions, especially rural ones, cellphone
connectivity, bridging digital barriers. Market mechanisms are also evident in the Indian
financial sector. Private banks, mutual funds, and NBFCs have expanded investment
possibilities and financial inclusion. The National Social Assistance Scheme, which uses
public and private banking infrastructure, has helped poor groups enter formal financial
institutions. Such measures and market competition boost resource mobilization and
economic involvement, according to Joshi and Little (1996).

Critically, capitalism boosts innovation in India’s entrepreneurial ecosystem. Startups in
IT, healthcare, and e-commerce show how market incentives unleash creativity. Flipkart,
Zomato, and Byju demonstrate how markets encourage risk-taking and innovation.
Schumpeter (2010, p.96) believed capitalism’s “creative destruction” replaced obsolete
industries with new ones, advancing society. This has created jobs and advanced
technology in India, but it has also sparked concerns about market concentration and
regulation.

Capitalist Solutions

Encouraging the growth of small enterprises is a critical component of promoting
economic development and addressing income inequality in India. One effective method
is to offer low-interest loans, subsidies, and skill development programs to small
businesses. According to a report by the Government of India Ministry of Micro, Small
and Medium Enterprises, small and medium-sized enterprises (SMEs) (2023) are vital for
economic growth, employing over 1109.89 lakh people. By providing financial support
through favorable lending terms and reducing operational costs via subsidies, these
businesses can increase their productivity, generate jobs, and reduce regional disparities.
Furthermore, skill development initiatives, such as those outlined in the Skill India
Mission, help create a workforce that can contribute to and benefit from the expansion of
small enterprises, especially in rural and underserved areas (World Bank,2021). These
initiatives ultimately create a more dynamic labour market that can help reduce the
widening gap between rich and poor, which is a pressing issue in India’s economic
landscape.

Another way to sustain economic growth is to invest in human capital. Prioritizing
education and vocational training prepares workers for higher-paying jobs in developing
industries including technology, manufacturing, and services. The National Institute of
Labour Economics Research and Development (NILERD) found that improving education
infrastructure in India could boost worker skill, productivity, and employment (NILERD,
2024, p. 22). In a structurally changing economy, the need for highly educated individuals
in technology and other knowledge-intensive sectors is rising rapidly. Educated workers
earn more and make the economy more competitive globally (World Bank, 2017). Rural
infrastructure development is key to inclusive growth. Better roads, energy, and digital
infrastructure can connect rural populations to markets, education, and healthcare.
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Infrastructure in rural India is still poor, limiting economic progress. Improved
infrastructure can help rural businesses flourish and give local workers new economic
prospects. Modern enterprises, especially in agriculture and small industry, depend on
rural electrification and internet access, which boosts growth (KPMG, 2019, p. 21). Thus,
improving rural infrastructure enhances quality of life and integrates these communities
into the economy, supporting more equal growth.

Corporate social responsibility (CSR) is another way private riches may benefit society.
The 2013 Companies Act requires big Indian firms to allocate 2% of their average net
income over the past three years to CSR (Ministry of Corporate Affairs, 2021, p. 6). This
has led to large education, healthcare, and rural development initiatives. However, raising
CSR contributions to address Indian society’s concerns, particularly poverty and
environmental sustainability, is being advocated. Large firms' CSR commitments could
boost local development by sponsoring education, infrastructure, healthcare, and skill
development (René & Schmidpeter, 2017, p.38). India may redirect private money to
social causes, reduce government spending, and promote balanced economic
development by encouraging higher CSR donations. These measures within capitalism
show that wealth concentration can be transferred more equally, alleviating poverty fairly.

Limitations of Capitalist Solutions for Economic Development in India

While promoting the growth of small enterprises, investing in human capital, enhancing
infrastructure, and encouraging corporate social responsibility (CSR) are effective
strategies for promoting economic development in India, there are several limitations
associated with these approaches.

1) Access to Finance for Small Enterprises: Low-interest loans, subsidies, and skill
development programs help small firms flourish, but many entrepreneurs, especially
in rural and underserved areas, struggle to get financing. Studies show that many
small firms still struggle to get financing due to strict lending standards and a lack of
collateral. Financial support is often delayed and opaque, preventing expected results
(Rajamani, et al., 2022, p. 75).

2) Quality of Skill Development Programs: Skill development programs like the Skill
India Mission are crucial for workforce employability (NSIM), however their efficacy
and quality are questioned. Some reports say many skill training programs don't
match industry needs, resulting in a mismatch between skills and job market
expectations (Ministry of Skill Development & Entrepreneurship, 2024, p. 11). The
absence of follow-up on trained individuals’ employability reduces the long-term
impact of these activities.

3) Infrastructure Gaps in Rural Areas: Rural infrastructure development is essential for
inclusive growth. Madhusudan Ghosh noted that infrastructure projects are routinely
delayed and underfunded. Even though rural electrification and internet connectivity
have improved (Ghosh, 2017, p.286), a large part of rural India still lacks basic
infrastructure like reliable electricity and poor roads, which severely limits its growth
potential.
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4)

5)

Corporate Social Responsibility (CSR) Challenges: Corporate Social Responsibility
(CSR) in India is difficult, especially in using mandated monies strategically. Certain
corporations must donate 2% of their average net income to CSR initiatives to solve
significant socio-economic and environmental challenges (The corporations Act,
2013, p.355). However, this requirement does not guarantee impact. Scholars say
some companies focus on brand image or CSR for tax optimization rather than
poverty alleviation and environmental deterioration (Samantara & Dhawan, 2020, p.
101). Such techniques reduce CSR to a compliance instrument rather than a
development tool. Social responsibility requires large initial investments, labor, and
preparation, which can strain finances. Due of the financial commitments, profit-
driven private firms find socially responsible accounting systems difficult to adopt.
Regulatory requirements like chemical waste management may not address
environmental and socioeconomic issues. CSR implementation in India is
complicated by insufficient human resources and recruitment and management costs.
Dadwal et al. (2024, p.16).

Socio-Economic Inequality: Even with capitalism remedies, income disparity persists
in India. Small business and skill development initiatives may not solve inequality,
especially if a major section of the population works in low-wage, informal industries.
Vivek Mishra and Hari Krishna’s Reuters poll found that economic growth has
increased income inequality, particularly between urban and rural populations. Long-
term, capitalism may not be able to address underlying inequalities. 2024 (Mishra &
Krishna).

India’s Job Crisis Amid Capitalist Economic Growth India is the fastest-growing global
economy, with GDP growth above 8% last fiscal year, yet a Reuters poll found that
joblessness is a serious issue. Government-led infrastructure spending has not
spurred private investment or job creation, especially for youth. Experts recommend
focused solutions including increasing public employment and reducing private
investment restrictions. Sustainable employment growth requires tackling structural
challenges including education, taxation, and government cooperation with 80% of
the workers in the informal sector and unreliable unemployment measurements.
Ganguly & Krishna (2024). Capitalism has boosted India’s economy, but it has also
revealed governance issues that make wealth distribution difficult. Regressive taxes
in India are one concern. Regressive indirect taxes, like India's GST, make up a large
chunk of tax revenue. The GST applies to a wide range of basic commodities and
services, disproportionately hurting the poor and middle class. according to Arnab
Mitra, who researches Indian consumer brands at Goldman Sachs, “Luxury brands
making cars, watches, and liquor have been growing faster than India’s more mass-
market companies”.

Viral Acharya, a professor at NYU Stern, says a handful of the biggest conglomerates
have grown “at the expense of the smallest firms”. (Inamdar, 2024). Conversely, large
corporations enjoy tax incentives and subsidies, undermining the potential for a more
equitable tax structure. India’s corporate tax reductions and tax exemptions for large
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conglomerates contribute to growing income inequality, as the tax base remains narrow
and increasingly tilted towards the affluent. ( Rajakumar & Shetty, 2020 p.65). The
capitalist perspective, with its emphasis on market mechanisms, has significantly shaped
India’s economic trajectory since liberalization. While markets have driven growth,
innovation, and efficiency, they have also highlighted the need for balancing economic
dynamism with social equity and environmental sustainability.

Islamic Economic Perspective

Islamic economics emphasises ethical wealth and resource allocation, solving economic
inequality and promoting social justice (Alvi & Roubaie, 2014, p. 354). Zakah, Riba, and
ethical business practises underpin this economic structure (Chapra, p.226,). These ideas
guide Muslims’ moral and social behavior and offer solutions to world issues like poverty,
inequality, and economic exploitation. This economic paradigm is relevant in India, where
income imbalance and wealth concentration issues need to be addressed. It has great
potential to reduce socioeconomic inequities and help a nation achieve its growth goals.
(Khan, 2003, 218).

1. Principles of Equity and Justice

Islamic economics prioritizes equity and justice to distribute money equally and leave no
one behind. Islamic economic concepts hold that wealth is a trust (Amanah) from Allah
and should be used responsibly for society (Chapra, p.207). In this view, economic
interactions should benefit people materially and spiritually. According to Abbas Mirhakor
and Hossein Askari, Islamic economics’ Adalah (justice) involves allocating resources for
the common good, encouraging fairness, and decreasing economic inequities. (Mirhakor
& Askari, 2017, 199).

The basic texts of Islam highly propound the concept of justice by using the words Adl,
Ehsan, and Qist. Allah says in the Qur’an:

“God doth command you to render back your trust to those to whom they are due, And
when ye judge between man and man, that ye judge with justice...” (Quran 4:58)

Again, the Qur’an directs humankind as:

“O ye who believe! stand out firmly for justice, as witnesses, to God, even as against
yourselves, or your parents, or your kin, and whether it be (against) rich or poor.” (Quran
4:135)

Allah directly commands justice, and liberality as Allah says:

“God commands justice, the doing of good and liberality to kith and kin, He forbids all
shameful deeds, injustice, and rebellion....” (Quran 16:90)

In this verse Allah stresses the concept of justice and liberality and forbids all those deeds
which are contrary to Maq’asid-ul- Shari’ah.
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2. Redistribution Mechanism of Zakah

One of the central pillars of Islamic economics is Zakah, which requires Muslims to donate
2.5% of their wealth annually to charity,

“Zakah for the poor and the needy, and those employed to administer the (funds); For
those whose hearts Have been (recently) reconciled (To the Truth); for those in bondage
and in debt; in the cause Of Allah; and for the wayfarer: (Thus is it) ordained by Allah, And
Allah is full of knowledge and wisdom”. (The Quran 9:60).

This system ensures that wealth circulates within society and that the less fortunate are
supported. Zakah serves as a powerful redistribution mechanism, directly addressing the
needs of the people who fall below the poverty line designated by the current standards
of income and living. Additionally, the funds generated from Zakah could be used for
public welfare initiatives, such as education, healthcare, and housing for the
underprivileged. (Faridi, 2014, pp. 231-233)

3. Discouraging Hoarding and Exploitation

Islamic economics also addresses the issue of wealth hoarding, a practice that
exacerbates inequality. The Quran explicitly condemns hoarding and urges the circulation
of wealth within society,

‘0 ye who believe There are indeed many among the priests and anchorites. who in
falsehood Devour the substance of men and hinder (them) from the: Way Of Allah. And
there are those: Who bury gold and silver and spend it not in the Way of Allah: announce:
unto them A most grievous penalty. On the Day when heat Will, be produced out of That
(wealth) in the fire Of Hell, and with it will be branded their foreheads Their flanks, and
their backs "This is the (treasure) which ye Buried for yourselves, taste ye, Them, the
(treasures) ye buried”. (The Quran 9:34-35).

Islamic teachings emphasize that wealth should be used for productive purposes and
invested in ventures that benefit society. Islamic principles promote investments in
productive sectors, such as agriculture, industry, and trade, rather than speculative or
exploitative ventures that contribute to economic instability. (Igbal & Mirakhor, 2013,
p.185). The Islamic emphasis on productive investments and ethical business practices
offers an alternative approach to wealth generation that can help reduce economic
disparities (Faridi, 2024, pp.43-44). Furthermore, Islamic teachings encourage wealth to
be used for the betterment of society, encouraging a sense of community responsibility
and social solidarity. (Ahmed, 1980, pp.181-182). The Quran clearly states that wealth
should be in circulation not be concentrated as:

Make a circuit (circulation of wealth) between the wealthy among you... (The Quran 7:59).
Islamic Finance and Waqf Institutions
4. Interest-Free Banking

Islamic finance is based on the prohibition of interest (Riba), which is seen as exploitative
and unjust. Instead, Islamic banking operates on the principles of profit and loss sharing,
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where financial institutions and borrowers share the risks and rewards of investments.
Allah commands in the Qur’an:

“Those who devour usury will not stand except as stands one whom the Evil one by his
touch Hath driven to madness. That is because they say, Trade is like usury, but God hath
permitted trade and forbidden usury. Those who after receiving direction from their Lord,
desist, shall be pardoned for the past, their case is for God (to judge), but those who
repeat (The offense) are companions of the Fire; They will abide therein forever.” (The
Quran 2:275)

“God will deprive usury of all blessings but will give increase for deeds of charity, For He
loveth not creatures ungrateful and wicked. (The Quran 2:276)

“Those who believe, and do deeds of righteousness, establish regular prayers and regular
charity, will have their reward with their Lord: On them, shall be no fear, nor shall they
grieve.” (The Quran 2:277)

“O ye who believe! Fear God, and give up what remains of your demand for usury, if ye
are Indeed believers.” (The Quran 2:278)

In these verses, Allah categorically prohibits usury in business transactions. In another
verse, the Quran says:

“O ye who believe! Devour not usury, doubled and multiplied; But fear God; that ye may
(really) prosper.” (The Quran 3:130)

Abdullah Yusuf Ali (1872 —1953), an Indian Islamic scholar who translated the Qur’an into
English explains the verse thus: “In matters of mere material and ephemeral wealth, usury
is the opposite to the extreme of charity, unselfishness, striving, and giving of ourselves
in the service of God and, of our fellow men.”

The Qur'an explicitly prohibits the Riba:

“That they took usury, though they were forbidden; and that they devoured men's
substance wrongfully, we have prepared for those among them who reject Faith A
grievous punishment.” (The Quran 4;161)

This alternative system has been successful in many countries, such as Malaysia and
the United Arab Emirates, in providing access to financing for small businesses and social
development projects.

As noted by Roszaini and Hdaib, Islamic banking principles promote financial inclusion
by offering financing options that are based on real economic activities rather than
speculative investments. By focusing on risk-sharing and ethical financing, Islamic banks
can support entrepreneurship and small businesses, which are vital for economic
development, especially in underdeveloped regions of the world (Hanifa & Hudaib, 2019,
p.44).
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5. Waqf (Endowments)

Another key aspect of Islamic economics is the institution of Waqf, which involves the
endowment of assets for charitable purposes. Waqgf has a long history in the Muslim
world, with assets being allocated for healthcare, education, and social services. The
concept of Waqgf could be adapted to address the pressing social needs of marginalized
communities. The income generated from Waqgf endowments could support initiatives
such as schools, hospitals, and orphanages, thereby complementing government efforts
to reduce inequality and improve social welfare. (Khan, 2015, p.983)

Wadf institutions have the potential to make a significant impact in developing countries,
where the government often faces challenges in providing adequate social services to all
citizens. The establishment of Waqgf-based institutions could help bridge the gap in
healthcare and education access, particularly in rural and underserved areas (Sheikh
et.all, 2017, p.9)

Islamic Solutions

“‘In India alone, the number of extremely poor people fell from 431 million to 129 million
from 1990-2024 period”, (World Bank 2024, p.65), and still 129 million are poor, India
faces stark income inequality, with the bottom 50% earning just ¥53,610 annually on
average, while the top 10% earn over 20 times more at ¥11,66,520. The top 10% control
57% of national income, and the top 1% hold 22%, leaving only 13% for the bottom half,
highlighting a wealthy elite in a largely unequal society, which contrasts sharply with the
plight of its impoverished maijority. (Chancel et.al, 2022, p.197). These inequalities not
only create a socio-economic chasm but also raise fundamental moral questions. From
an lIslamic perspective, this inequality violates the principles of justice, equitable
distribution, and social responsibility central to economic ethics in Islam.

The Quran emphasizes the importance of wealth circulation, warning against its
concentration among the affluent. Allah says: ...Make a circuit (circulation of wealth)
between the wealthy among you... (Quran 7:59).

This verse underscores a foundational principle in Islamic economics, wealth must flow
within society to ensure collective well-being. The hoarding of wealth by a small group
undermines this divine directive, exacerbating disparities that deny the poor their rightful
share in resources. Allah commands to humankind “It is He who created for you all of that
which is on the earth ... (Quran 2:29) again Allah says in the Quran

‘Do ye not see that Allah has subjected to your (use) all things in the heavens and on
earth, and has made his bounties flow to you in exceeding measure, (both) seen and
unseen?...” (Quran 31:20). By analyzing these verses of the Quran, it is clear that
resources of the earth belong to everyone and should be distributed accordingly so that
the public good and social and economic justice should prevail. Natural resources, meant
for the welfare of all, should benefit everyone equitably, with their management whether
by the state or private entities prioritized for efficiency and fair profit. Countries with limited
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resource-based revenue must rely on taxation or borrowing to fund public expenditures.
(Chapra, p.160)

From an Islamic standpoint, wealth is a trust (Amanah) from Allah, and its use must align
with principles of justice and benefit to society. Contemporary economist Khurshid Ahmad
2014, p71) have stressed wealth redistribution’s moral and functional imperatives.
(Khurshid Ahmad, Islamic Economics Critical Concepts in Economics, Edited by Shafiq
Alvi and Amer Al-Roubaie, Routledge, London and New York, 2104, p.71). Economic
disparities erode societal cohesion, emphasizing that zakat (obligatory charity) (Awais,
et.all, 2025, p.7), and Chapra (p.351) Argues that waqf (endowments) are divine
instruments for addressing inequality.

Zakat, a cornerstone of Islamic economic practice, plays a pivotal role in alleviating
poverty and redistributing wealth. Allah Commands in the Quran

“Zakah for the poor and the needy, and those employed to administer the (funds); For
those whose hearts Have been (recently) reconciled (To the Truth); for those in bondage
and in debt; in the cause Of Allah; and for the wayfarer: (Thus is it) ordained by Allah, And
Allah is full of knowledge and wisdom”. (Quran 9:60).

By mandating a portion of wealth to be given to the less privileged, zakat serves as a
practical mechanism to bridge the economic divide. If India’s wealthiest individuals
adhered to this principle, substantial funds could be mobilized to uplift millions from
poverty.

Another principle central to Islamic economics is the prohibition of hoarding wealth. Allah
warns against this practice: “...And there are those: Who bury gold and silver and spend
it not in the Way of Allah: announce: unto them A most grievous penalty.” (Quran 9:34,
p.447), Abdullah Yousuf Ali (2021, p447) Interprets this verse as “Misuse of wealth,
property and resources is frequently condemned and in three ways,

1) Do not acquire anything wrongfully or on false pretenses,

2) Do not hoard or buy or amass wealth for its own sake but use it freely for the public
good and judiciously whether for yourself or for the community and,

3) Be particularly careful not to waste it for idle purposes, but for only so, that it may
fructify for the good of the people”.

The excessive accumulation of wealth by India’s elite mirrors this condemned behavior,
where wealth is concentrated rather than circulated, {As the Quran clearly says wealth
should be in a circular process, “Make a circuit (circulation of wealth) between the wealthy
among you...” (Quran 7:59)} creating a disconnect between economic growth and
societal welfare, and creating haves and have-nots, like in India.

The Prophet Muhammad (peace be upon him) exemplified a balanced economic
approach. He encouraged wealth generation but emphasized its responsible use. In a
hadith narrated Abu Ammaah, the Prophet said
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“Abu Umama reported Allah’s Messenger (¥) as saying: O son of Adam, it is better for
you if you spend your surplus (wealth), but if you withhold it, it is evil for you. There is
(however) no reproach for you (if you withhold means necessary) for a living. And begin
(charity) with your dependents, and the upper hand is better than the lower hand”. (Sahih
Muslim, 1036)

Implying that earning and giving are nobler than merely receiving. This ethos aligns with
the concept of Infaq (spending in the way of Allah), which enhanced an economy rooted
in generosity and collective well-being. “ye who believe Give of the good things Which ye
have (honorably) earned, And of the fruits of the earth Which We have produced For you.
and do not even aim at getting anything Which is bad. in order that Out of it ye may give
away Something. when ye yourselves Would not receive it except with closed eyes, and
know that Allah Is free of all wants. And worthy of all praise”. Quran 2:267)

India’s case starkly contrasts with these principles. The top few percent of the population
holds wealth that, when excluded, reduces the average per capita income to $1,130. This
figure reflects not just an economic crisis but also a moral failing, where the privileges of
the few outweigh the needs of the many. Islamic economic systems address such
disparities by emphasizing accountability and mutual responsibility.

Contemporary Islamic economists have proposed various models to address wealth
inequalities, such as profit-sharing mechanisms, ethical investment practices, and
redistributive policies like progressive taxation aligned with Islamic principles. These
models not only promote equity but also mitigate social tensions arising from disparities.
Most contemporary Islamic economists advocate integrating Islamic finance principles to
achieve social justice. They highlight how instruments like Mudarabah (profit-sharing)
(Muslehuddin, 1992, p.85), and waqf can empower marginalized communities by
providing access to capital without the exploitative practices often seen in conventional
systems. (Awais et.all, 2025, p.11),

The data on India’s per capita income further reveals the moral urgency of addressing
wealth inequality. Nations like Switzerland and Norway achieve high per capita incomes
exceeding $80,000 due to their equitable economic structures, which prioritize welfare
and redistribution. (WPR, 2024). In contrast, India’s reliance on capitalist frameworks has
entrenched disparities. Islamic economics, with its focus on social justice and ethical
wealth management, offers a viable alternative.

The detrimental effects of wealth concentration extend beyond economics, influencing
social stability and moral values. A society where the top 100 amass $1104.08 billion
while millions live on less than $1,130 per capita promotes resentment, weakens
communal bonds and perpetuates cycles of poverty. (Karmali,2024).

The Qur'an warns against such disparities in Surah An-Nisa, “O ye who believer ' Eat not
up your property Among yourselves in vanities; But let there be amongst you Traffic and
trade by mutual goodwill: Nor kill (or destroy) Yourselves: for verily Allah hath been to you
Most Merciful” (The Quran 4:29). This verse underscores the ethical framework guiding
economic interactions, advocating fairness and mutual benefit.
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Moreover, Islamic teachings emphasize the communal aspect of wealth. The concept of
ummah (community) mandates that the well-being of each individual contributes to
collective prosperity.

Surah Al-Ma’un, chastises those who neglect social responsibility: “Seest thou one Who
denies the Judgementll (To come)? Then such is the (man) Who repulses the orphan
(With harshness) And encourages not the feeding of the indigent.” (The Quran 107:1-3)

This divine reminder urges individuals and societies to prioritize compassion and support
for the vulnerable. Addressing these inequalities requires systemic reforms that align with
the ethical framework of Islam, emphasizing redistribution, compassion, and communal
welfare.

The Qur'an and Sunnah’s teachings and insights from Islamic scholars and economists
offer a roadmap for creating a just and equitable economic system. By integrating these
principles, India could move towards a more inclusive and harmonious society, where the
benefits of growth reach all, not just the privileged few.

Limitations

An Islamic economic model in India could alter the economy, but structural, sociological,
and practical obstacles limit its potential. Indian society's plurality, economic framework,
and the necessity for considerable Islamic adaptations present these issues. India’s
religious and cultural diversity—only 14.61% are Muslims—is a major drawback (WPR,
2024). Non-Muslims may resist an Islamic economic model because it may seem
exclusive or sectarian.

This view could lead to societal and political opposition, reducing a system’s acceptance
and integration. Sircar (2017) Islamic banking in India involves cultural and historical
issues that affect risk perception and financial system credibility. Complex historical
processes and socio-political and economic institutions shape culture, which is crucial.
Islamic finance follows religious values, but its adoption in India's varied and risk-averse
financial sector is limited. Indian investors are heavily influenced by culture. People
typically choose gold and real estate over long-term investments due to political and
economic uncertainty. (Warde 2010, 170).

India’s economy’s structure is another issue. The country is capitalist with market-driven
systems and profit maximization. An Islamic concept of social fairness and wealth
distribution would involve a major overhaul of economic laws, institutions, and regulations.
It takes time to make this change. Indian banks and financial systems are heavily reliant
on interest, hence Islamic finance’s Riba ban contradicts them.

Alternative instruments like Murabaha (cost-plus financing) and mudarabah (profit-
sharing) require major financial institution restructuring, legal reforms, and public
awareness campaigns (Selvam, 2010, pp.31-33). In addition to wealth concentration,
caste prejudice, land ownership patterns, and inadequate access to excellent education
and healthcare for vulnerable people contribute to economic inequities in India.
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Zakat redistributes income in Islamic economics, but it does not solve caste-based
inequalities or historical injustices. Indian structural challenges demand tailored
measures to alleviate social inequalities and give affirmative action, which may conflict
with Islamic economic ideals. Islamic economics thrives in societies with strong social
cohesion and morals, according to Dr. Muhammad Umer Chapra (p.349).

The governance and accountability structures needed to execute Islamic economic
precepts are another restriction. India’s political system significantly rejects Islamic
finance. 2021 (Javeed) In addition, the competitive global economy makes Islamic models
difficult to implement. India’s economy relies on FDI and commerce in conventional
financial systems and is connected to global markets. Islamic finance may dissuade non-
Muslim investors wary of profit-sharing and interest-free systems. In international capital-
dependent sectors, this could slow economic growth.

The relationship between religion and state policy is likewise limited. A secular
democracy, India’s Constitution separates religion and state. Islamic economic concepts
may violate constitutional restrictions and alienate non-Muslims if implemented into
national policy. Neutral governance limits the institutionalization of religiously derived
institutions in pluralistic societies (Haque, p.79).

Islamic economic concepts can help reduce wealth inequality and promote social justice,
however, India’s use is limited. They include religious diversity, structural
incompatibilities, governance issues, and the difficulties of integrating Islamic finance into
a global economy. India's socio-political and economic background must be considered
to ensure that suggested reforms are inclusive, feasible, and linked with societal well-
being.

Integrated Solutions for Reducing Inequality

Economic disparity has become a global policy and intellectual issue, particularly in India.
Inequality is an economic, social, and moral issue that requires integrated solutions
inspired by multiple ideologies. Marxist, capitalist, and Islamic perspectives complement
and occasionally contradict, offering unique insights into this complex topic. Marxist
ideology views capitalism as unequal because the bourgeoisie exploits the proletariat.
Marx believed that capitalism’s persistent quest for profit drives wealth concentration
(Marx, 1848, p. 53).

Since India’s top 100 own about INR 54.12 lakh crore (India Today, 2023), this critique is
especially relevant. Progressive taxation, which funds healthcare and education,
coincides with Marxist beliefs and helps reduce these discrepancies. Regressive top
taxation could increase wealth inequality, fiscal irresponsibility, and middle-class social
unrest.

Globalization’s demands require progressive taxation, including fairer estate taxes, to
maintain justice and social state assistance. Practically, capitalism favors progressive
taxes since severe inequality hurts market efficiency and social stability. (Piketty, 497).

Jan 2025 | 129



Tianjin Daxue Xuebao (Ziran Kexue yu Gongcheng Jishu Ban)/
Journal of Tianjin University Science and Technology

ISSN (Online):0493-2137

E-Publication: Online Open Access

Vol: 58 Issue: 01:2025

DOI: 10.5281/zenodo.14942818

Islamic economics emphasizes social justice through wealth redistribution mechanisms
like Zakah and Sadagah, which support the poor and align with progressive taxation. lbn
Khaldun (1978, 482) said, “Livelihood depends on diverse efforts like agriculture, crafts,
and commerce, while taxation redistributes wealth progressively to sustain governance
and societal needs, reflecting varied contributions and economic roles”.

Islamic economics supports private property while incorporating moral requirements to
prevent wealth hoarding (Igbal & Mirakhor, 2011, p. 34), while Marxist critiques do not.
Islamic generosity is reflected in India’s wealth taxation and MGNREGA expansion.
MGNREGA fights rural poverty and promotes economic inclusion by guaranteeing work
and minimum salaries.

Public social spending is another important inequality-reduction method. Marxists believe
such investments redirect working-class surplus value from capitalist accumulation to
public welfare. Increasing healthcare, education, and welfare access illustrates this
reallocation. (Marx & Engels, 1848, 42) Capitalist frameworks support social spending
since education and healthcare boost productivity and economic growth (Becker, 1993,
p. 100). For instance, upgrading India’s Public Distribution System (PDS) to combat
malnutrition and food insecurity supports Marxist goals of meeting fundamental
requirements and capitalist goals of a healthy workforce.

In Islamic economics, Maslahah (social benefits or welfare) emphasizes resource
distribution as a divine commandment (Igbal & Lewis, 2009, p. 69). This principle frames
healthcare and education investments as collective duties. Expanding welfare programs
based on these values promotes a society that prioritizes the well-being of all citizens,
including integrating ethical business operations with governmental welfare schemes to
boost social spending. (Faridi, 1980, 129).

Strengthening regional economies can also solve geographical structural inequities.
Gandhi’'s decentralized development (Mathur, 2015, p.248) fits Marxist and Islamic
principles. Marxism empowers local workers and communities to fight centralized
capitalist exploitation (Marx & Engels, 1848, p.99). Community-driven projects enhance
local governance and reduce regional inequities in Islamic economics. Promoting local
administration in India ensures that resources are allocated according to regional needs
and priorities, reducing inequalities.

Capitalist ideas advocate technological innovation and infrastructure improvements to
boost agricultural output and economic expansion. Islamic economics promotes fairness,
equitable pricing, and sustainable resource use (Chapra, p. 33).

Ethical and sustainable business strategies underpin integrated inequality reduction.
Islamic trusteeship emphasizes honoring resource stewardship and actions. It upholds
justice, personal ethics, and community peace while establishing family, social, economic,
and environmental rights and duties. CSR principles promote equitable inter- and intra-
community connections and shared human interests. (Igbal & Lewis, 2009, p.21).
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Based on these ideas and capitalist efficiency, company models could balance
profitability with social equality. Islamic finance and banking add to inequality reduction
by balancing profitability and ethics. Speculation and interest-based transactions are
banned to protect financial stability. Sukuk and mudarabah are alternative finance
mechanisms that encourage equitable wealth distribution (Usmani, 1998 p.147, 148).
Integrating Islamic finance into India’s economy could improve financial inclusion for
vulnerable people, especially those ignored by traditional banks.

Islamic Finance ESG Outlook 2023 said the pandemic highlighted the importance of ESG
debt instruments like green and sustainability sukuk for sustainable recoveries, with their
market growing from HSBC Amanah Malaysia’s 2018 SDG sukuk to Indonesia's $750M
green and IsDB's $1.5B sustainability sukuk in 2020. ESG sukuk issuances were 57%
green in 2023, with predictions predicting $30-$50 billion by 2025 due to an infrastructure
investment need and $45-$60 trillion in institutional capital for ESG-driven projects. Learn
from Malaysia and Indonesia’s successful Islamic financial integration to create policies
that fit India’s unique socio-economic fabric.

Global collaboration and knowledge exchange can reduce inequality. Nordic countries
attain high equity through progressive taxes and strong social safety nets. These capitalist
models emphasize social expenditure, which fits with Marxist and Islamic income
redistribution. Taxation, infrastructure, and technological best practices could strengthen
India’s economy. Integrating Islamic finance ideas into mainstream economic policy could
also provide new solutions that reflect India’s pluralism. Islamic Financial Services Board
2023 (p.7) reports, “In 2020, the total value was $2.75 trillion, increasing by 11.3% to
$3.06 trillion in 2021, and further rising by 6.2% to $3.25 trillion in 2022.

Islamic Banking grew by 6.9% year-on-year and made up 69.3% of the total. Islamic
Capital Markets grew by 6.1% and accounted for 29.8% of the total. Takaful grew by
16.1% and contributed 0.9% of the total. Between 2018 and 2022, assets grew by 2.5%,
financials by 10.5%, and deposits by 8.6%. In the fourth quarter of 2022, assets grew by
6.9%, financials by 13%, and deposits by 6%. Sukuk issuances grew by 2.3%, reaching
$190 billion in 2022. Outstanding sukuk was valued at $830 billion, rising by 7%. Islamic
funds grew by 1%, but the market moderated. Equity markets saw corrections, volatility,
and negative returns.

Optimism for growth in 2023 faces headwinds and tailwinds.

Headwinds include economic tightening, inflation, the Russia-Ukraine conflict, exchange
rate volatility, financial risks, political instability, and climate risks.

Tailwinds include fiscal expansion, digitalization, sustainability investments, mergers, and
limited exposure to the Russia-Ukraine conflict”. The interplay of Marxist, capitalist, and
Islamic frameworks offers distinct yet complementary insights into addressing inequality.

While Marxism emphasizes structural change and wealth redistribution, capitalism
highlights the efficiency and innovation necessary for sustainable growth. Islamic
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economics integrates these perspectives with a moral and ethical dimension, ensuring
that economic policies align with social justice.

Implementing integrated solutions such as progressive taxation, social spending, regional
development, ethical business practices, and Islamic finance can create a more equitable
and resilient economy. As India navigates the complexities of inequality, drawing on these
diverse frameworks provides a comprehensive roadmap for inclusive and sustainable
development.

CONCLUSION

India’s economic progress, exemplified by its $4 trillion GDP, underscores the country’s
substantial potential and increasing global influence. However, this milestone coexists
with pronounced wealth disparities, necessitating an urgent and systematic response to
address the inherent inequities.

Tackling such disparities transcends ethical concerns and constitutes a critical socio-
economic imperative. Insights derived from Marxist, Capitalist, and Islamic economic
frameworks offer significant theoretical foundations for mitigating these challenges and
achieving a more equitable economic landscape.

Marxist theories advocate wealth redistribution as a mechanism for enhancing societal
equity, whereas Capitalist approaches emphasize market-driven growth complemented
by regulatory interventions to curtail exploitation.

Islamic economic principles, rooted in ethical and just wealth distribution, propose
institutional mechanisms such as Zakah and the prohibition of interest to promote shared
economic prosperity. These diverse perspectives collectively present a nuanced
understanding of inequality and its potential remedies.

India’s pursuit of inclusive economic development necessitates systemic reforms that
integrate elements from these frameworks. Progressive taxation systems are
instrumental in reducing wealth concentration, ensuring that the affluent contribute
equitably to national development. Ethical business practices, aligned with legal
mandates and moral considerations, can cultivate a corporate ethos prioritizing social
welfare alongside profitability.

Furthermore, targeted investments in education, healthcare, and rural development are
essential to bridging socio-economic gaps and empowering marginalized communities to
actively participate in the nation’s economic growth. The transformation of India’s
economic achievements into a paradigm of inclusivity requires more than policy
adjustments; it demands a sustained effort to reconcile economic aspirations with social
equity. By engaging in governance that embodies fairness and justice, India can uplift its
populace while setting a global precedent for harmonizing economic progress with ethical
responsibility. This vision, actualized through deliberate action and thoughtful
governance, holds the potential to position India as a model of a just, progressive, and
inclusive society.
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