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Abstract 

Economic inequality has been a persistent challenge in India, particularly during periods of 

economic recessions. Since the 1991 economic reforms, India has experienced significant 

growth alongside recurrent economic shocks, such as the 2008 global financial crisis, the 

COVID-19 pandemic, and other domestic challenges. These downturns have 

disproportionately affected vulnerable populations, exacerbating income and wealth 

disparities. This research paper explores the impact of economic policies in mitigating 

inequality during recessions, focusing on India’s fiscal, monetary, and structural responses. 

Key initiatives such as the Pradhan Mantri Garib Kalyan Anna Yojana, Mahatma Gandhi 

National Rural Employment Guarantee Scheme (MGNREGS), and Emergency Credit Linked 

Guarantee Scheme (ECLGS) are analysed for their role in supporting rural livelihoods, small 

businesses, and marginalised communities. 

The study also examines foreign direct investment (FDI) trends and export dynamics as tools 

for economic recovery, highlighting the resilience of high-growth sectors like pharmaceuticals 

and engineering goods. Price stabilisation measures, such as subsidised food and fuel, further 

underscore the government’s commitment to addressing inflation-induced inequalities. By 

combining quantitative data and policy analysis, this research provides insights into how 

India’s strategic interventions have reduced economic disparities and fostered resilience during 

downturns. The findings offer valuable lessons for designing inclusive policies that balance 

economic growth and equity in emerging economies. 

Keywords: Economic inequality, recessions, fiscal policies, FDI, price stabilisation, inclusive 

growth, FDI inflows.  

1. Introduction 

Economic inequality remains a significant challenge for emerging economies like India, 

particularly during periods of economic recessions. Since the liberalisation of the Indian 

economy in 1991, the country has witnessed remarkable growth; however, this progress has 

been accompanied by widening disparities in income and wealth distribution. The recent 

COVID-19 pandemic exacerbated these inequalities, with vulnerable sections bearing the brunt 

of the economic slowdown. This research paper examines the critical role of economic policies 

in mitigating inequality during recessions, with a focus on India's experience from 1991 to 

2023. 

India's policy responses during past recessions, such as the 1991 Balance of Payments crisis, 

the 2008 global financial crisis, and the COVID-19 pandemic, reveal a nuanced approach 
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combining fiscal, monetary, and structural interventions. For instance, during the pandemic, 

the Pradhan Mantri Garib Kalyan Anna Yojana provided free food grains to over 800 million 

people, while direct benefit transfers (DBTs) and the Mahatma Gandhi National Rural 

Employment Guarantee Scheme (MGNREGS) played crucial roles in supporting rural 

livelihoods. Similarly, targeted fiscal policies, such as the Emergency Credit Linked Guarantee 

Scheme (ECLGS), enabled micro, small, and medium enterprises (MSMEs) to weather 

economic disruptions, ensuring income stability for millions. 

The importance of foreign direct investment (FDI) during recessions has also been a 

cornerstone of India’s strategy. In FY23, despite global uncertainties, gross FDI inflows 

remained steady, reflecting India’s resilience in attracting foreign investments. Additionally, 

India’s growing emphasis on export-oriented sectors like pharmaceuticals and engineering 

goods has helped mitigate the economic shocks of declining global demand. At the same time, 

inflation management has been critical, with price stabilisation measures such as subsidised 

fuel and food distributions directly benefiting low-income households and reducing the 

disproportionate burden of price volatility. 

This study underscores how proactive and inclusive economic policies can reduce inequality 

and foster resilience during downturns. By analysing sectoral recovery trends, fiscal measures, 

and trade dynamics, this paper aims to provide a comprehensive understanding of India’s 

policy responses and their effectiveness in addressing economic disparities during recessions. 

The findings serve as a foundation for recommending future strategies to promote equitable 

growth and strengthen India’s economic resilience. 

2. Review of Literature 

Masumdar and Sarkar (2023). Examine the interplay between globalisation, labor markets, 

and inequality in India, highlighting how economic liberalisation has led to uneven growth 

across sectors. The study emphasises that while globalisation has spurred economic 

opportunities, it has also widened wage gaps and exacerbated regional disparities. Structural 

shifts in the labor market, driven by the growth of the service sector and reduced demand for 

unskilled labor, have further contributed to inequality. The authors advocate for policies aimed 

at enhancing skill development and strengthening social protection mechanisms to address 

these challenges effectively. 

Tyagi et al. (2021). Highlight the critical role of education and skill development in reducing 

inequalities and promoting sustainable development. The study emphasises that empowering 

individuals through inclusive education can enhance their capacity to make informed decisions 

and foster sustainable practices. By integrating themes such as poverty alleviation, human 

rights, and environmental protection into education, the framework addresses both individual 

and societal disparities. This approach aligns with the United Nations Sustainable Development 

Goals (SDGs), focusing on reducing income and opportunity gaps across communities. 

Jha, R. (2000). The literature highlights the complex relationship between liberalisation, 

economic growth, and inequality in India. Jha (2000) demonstrates that while liberalisation has 

marginally reduced poverty, it has significantly widened income and regional inequalities. This 

is attributed to higher returns to capital over labor, reduced labor absorption, and the uneven 

growth of the services sector. The weakening poverty-reducing effects of growth and limited 
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convergence in inequality and consumption across states further emphasise the need for 

targeted policy interventions to address inequality. These insights provide valuable context for 

understanding the role of economic policies in reducing disparities during recessions. 

Srivastava, R. (2019). Explores the dynamics of labor market inequality in India, emphasising 

the role of migration, informality, segmentation, and social discrimination in exacerbating 

wage disparities. The study highlights the widening wage gap between formal and informal 

workers in the organised sector, despite similarities in worker characteristics. It identifies 

systemic barriers, such as caste, gender, and ethnicity-based segmentation, which 

disproportionately affect seasonal and circular migrant workers. These marginalised groups 

occupy the most vulnerable positions in the labor market, often performing dangerous and low-

paying jobs. The study advocates for social protection measures, equitable labor market 

regulations, and anti-discrimination policies to address these disparities and improve outcomes 

for the most vulnerable workers in India. 

Inoue, T. (2019). Investigates the impact of financial development through commercial banks 

on poverty reduction in India. Using unbalanced panel data from Indian states between 1973 

and 2004, the study reveals a significant negative relationship between financial inclusion and 

the poverty ratio for public sector banks, whereas no such relationship is found for private 

sector banks. The findings highlight that financial inclusion and deepening in public sector 

banks create a synergistic effect in reducing poverty, emphasising the critical role of accessible 

and inclusive banking in fostering economic equity. This research underscores the importance 

of strengthening public sector banks to alleviate poverty and inequality in India. 

Chancel, L., & Piketty, T. (2019). Analyse the long-term trends of income inequality in India 

from 1922 to 2015, using household surveys, national accounts, and tax data. Their study 

reveals a U-shaped pattern of inequality, where the top 1 per cent of earners captured 21 per 

cent of total income during the British Raj, which fell to 6 per cent in the early 1980s but rose 

sharply to 22 per cent in recent years. The authors attribute this resurgence of inequality to 

inadequate wealth redistribution policies and structural economic changes favoring capital over 

labor. They emphasise the importance of promoting inclusive growth through equitable 

economic reforms and stress the need for greater transparency in income and wealth data to 

foster informed public discourse on inequality. 

Radhakrishna (2018). Explores the trends, challenges, and potential pathways for reducing 

inequality in India, emphasising its impact on social cohesion, political stability, and individual 

well-being. The study highlights the growing disparity in income and wealth distribution 

exacerbated by macroeconomic shocks, technical progress, and global integration. The article 

also identifies key policy areas for addressing these disparities, including structural reforms, 

social safety nets, and inclusive growth initiatives. The findings underscore the importance of 

targeted policies to mitigate the adverse effects of inequality on India's development trajectory. 

3. Objective of the Study  

The primary objective of this research paper is to analyse how economic policies have 

contributed to reducing inequality during periods of economic recession in India. By focusing 

on fiscal, monetary, and structural interventions, this study aims to understand the effectiveness 

of these measures in supporting vulnerable populations, fostering economic resilience, and 
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promoting inclusive growth. Through data-driven insights, the research seeks to provide a 

comprehensive framework for addressing economic disparities during future downturns. 

3.1. Specific Objectives: 

➢ To evaluate the role of fiscal policies, such as welfare programs and public spending, in 

mitigating the impact of recessions on marginalised groups. 

➢ To analyse the contribution of foreign direct investment (FDI) and trade dynamics in 

supporting sectoral recovery and reducing income disparities. 

➢ To assess the effectiveness of price stabilisation measures in addressing inflation-induced 

inequality during economic shocks. 

➢ To propose policy recommendations for fostering inclusive economic growth and 

reducing inequality during future recessions. 

4. Methodology 

This research paper is primarily based on secondary data collected from various credible 

sources to analyse the impact of economic policies on reducing inequality during recessions in 

India. Key data sources include the World Economic Outlook Database (April 2024) by the 

IMF, the UNCTADstat database, the Federal Reserve Bank of New York, and the 

Economic Policy Uncertainty Index. Additionally, government data from platforms such as 

the Pradhan Mantri Jan Dhan Yojana (PMJDY) website, the Press Information Bureau 

(PIB), and the Reserve Bank of India (RBI) has been utilised. Insights from industry-specific 

reports, such as The Bharat Microfinance Report 2023, have provided detailed data on 

financial inclusion and microfinance trends. Furthermore, the Indian Economic Survey and 

academic publications have been used to provide a comprehensive understanding of policy 

interventions. The study synthesises this data to examine fiscal, monetary, and structural policy 

responses, their effectiveness in mitigating inequality, and their role in fostering economic 

resilience during downturns. 

4.1. Methodological Limitations: 

This study relies entirely on secondary data, which may be subject to limitations such as 

reporting biases, incomplete datasets, and varying methodologies across sources. Additionally, 

the analysis does not incorporate primary data or fieldwork, which could provide deeper 

insights into the localised impacts of economic policies on inequality during recessions. These 

constraints may affect the generalisability and granularity of the findings. 

 

Result and Discussion 

5. Global Economic Scenario in 2023 

The global economy displayed remarkable resilience in 2023 despite persistent uncertainties 

and geopolitical tensions. According to the World Economic Outlook (WEO) by the 

International Monetary Fund (IMF), the global growth rate stood at 3.2 per cent, a marginal 

decline from 2022. The steady performance reflects the global economy's capacity to adapt to 

volatilities, supported by robust policy responses and improved economic conditions in key 
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regions. However, challenges such as elevated geopolitical risks and supply chain pressures 

continued to shape the macroeconomic environment. 

Key indicators highlight mixed outcomes across sectors. Export volume growth of goods and 

services slowed to 3.7 per cent in 2023 compared to 5.2 per cent in 2022, reflecting subdued 

global demand. Consumer Price Inflation (CPI), though lower than 2022 levels, remained 

elevated at 3.5 per cent. Foreign Direct Investment (FDI) outflows showed resilience, slightly 

increasing to 1.8 per cent of GDP in 2023. Notably, the Global Supply Chain Pressure Index 

improved significantly, moving from a slight contraction (-0.1) in 2022 to better stability at -

0.6 in 2023, signaling easing logistical challenges. These trends underscore a cautious yet 

optimistic outlook for global economic recovery amidst ongoing uncertainties. 

5.1. Macroeconomic and political situation of the global economy 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: World Economic Outlook Database, April 2024, IMF, UNCTADstat database, 

Federal Reserve Bank of New York, Economic Policy Uncertainty 

The global economy in 2023 demonstrated resilience despite ongoing geopolitical tensions and 

economic challenges. Real GDP growth slowed slightly to 3.2 per cent from 3.5 per cent in 

2022, while CPI inflation eased to 3.5 per cent but remained above pre-pandemic averages. 

Export volume growth of goods and services declined to 3.7 per cent from 5.2 per cent, 

reflecting subdued global demand. Foreign Direct Investment (FDI) outflows increased 

modestly to 1.8 per cent of GDP, indicating stable international investments. Geopolitical risks, 

though reduced from 2022 levels, remained elevated compared to the 2011–2019 average, 

while global supply chain pressures eased significantly, improving trade logistics. These trends 

highlight cautious optimism for recovery amidst global uncertainties. 

5.2. Sectoral Impacts of Economic Shocks and Real Economic Growth Post-

Pandemic 

India's economy has faced significant sectoral challenges during global economic shocks, 

including the COVID-19 pandemic. The industrial and services sectors experienced divergent 

impacts, with manufacturing initially contracting but rebounding due to reduced input costs 

and steady domestic demand. Services, particularly trade, transportation, and real estate, were 
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hit hardest due to contact-intensive restrictions but showcased remarkable recovery post-

pandemic. This was driven by digital transformation and increased resilience in sectors such as 

financial and professional services. Government-backed capital investments in infrastructure 

provided a critical buffer, ensuring momentum in construction and manufacturing activities 

during the recovery phase 

Post-pandemic, India's economy demonstrated robust recovery, achieving a compounded 

annual growth rate (CAGR) of 4.6 per cent from FY20 to FY24. The real GDP in FY24 

surpassed pre-COVID levels by 20 per cent, reflecting the effectiveness of targeted fiscal 

policies, including capital expenditure prioritisation. Enhanced financial inclusion, digital 

adoption, and process reforms such as GST and the Insolvency and Bankruptcy Code (IBC) 

further reinforced economic resilience. However, the services sector, while recovering 

strongly, still lagged behind its pre-pandemic trajectory in some sub-sectors like trade and 

transport. This highlights the need for continuous policy support to bridge structural gaps and 

ensure inclusive growth across all economic strata. 

6. Fiscal Developments: Key Trends and Policy Measures 

6.1. Fiscal Deficit Trends 

The fiscal deficit reflects the gap between government expenditure and revenue and serves as 

a key indicator of a nation’s fiscal health, particularly during economic downturns. During the 

COVID-19 pandemic, India’s fiscal deficit widened significantly as emergency spending 

became necessary to cushion the economic shock. The Economic Survey highlights the role of 

accommodative monetary policies in supporting the government’s fiscal efforts. The policy 

repo rate adjustments during the crisis ensured liquidity in the financial system, facilitating 

borrowing at lower costs. This fiscal-monetary coordination was instrumental in maintaining 

stability during periods of severe economic contraction. The widening fiscal deficit, while a 

departure from pre-pandemic consolidation goals, underscored the importance of counter-

cyclical measures in times of crisis. 

6.2. Government Spending During Downturns 

Government spending has been a critical tool for mitigating the adverse effects of economic 

downturns on vulnerable populations and sectors. During the COVID-19 crisis, targeted 

expenditure on health, social welfare, and infrastructure was prioritised. According to the 

Economic Survey, capital expenditure as a percentage of GDP saw a substantial increase, 

reaching 2.9 per cent in FY23, compared to 1.6 per cent in FY19. This increase facilitated job 

creation in infrastructure projects and supported economic recovery. Emergency relief 

measures included the provision of free food grains under the Pradhan Mantri Garib Kalyan 

Anna Yojana (PMGKAY), which benefitted approximately 800 million individuals. Stimulus 

packages for industries hit hardest by the pandemic, such as tourism and small-scale 

manufacturing, were also implemented to revive economic activity. 

Progress on financial inclusion in India 
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Source: Pradhan Mantri Jan Dhan Yojana (PMJDY) website, PIB and RBI 

(Data as of July 2024) 

6.3. Social Welfare Spending 

Social welfare spending has been central to addressing inequality, particularly during economic 

shocks. The Mahatma Gandhi National Rural Employment Guarantee Scheme (MGNREGS) 

provided a safety net for rural households by offering employment opportunities during periods 

of distress. The Economic Survey notes that the allocation for MGNREGS increased to ₹1.11 
lakh crore in FY22, reflecting the government’s commitment to safeguarding rural incomes. 

Similarly, direct benefit transfers (DBTs) under schemes like PM-KISAN ensured that 

financial aid reached farmers directly, reducing the impact of income shocks. The expansion 

of financial inclusion through the Pradhan Mantri Jan Dhan Yojana (PMJDY) further enabled 

vulnerable populations to access banking services and benefit from government programs. The 

Survey highlights that over 46 crore PMJDY accounts were opened by FY23, with a significant 

proportion belonging to women and rural residents, demonstrating the program’s role in 

reducing financial disparities. 

6.4. Fiscal Policy Measures 

Fiscal policy measures during economic downturns focused on supporting small businesses 

and stimulating economic recovery. The Emergency Credit Linked Guarantee Scheme 

(ECLGS), introduced to aid micro, small, and medium enterprises (MSMEs), provided 

collateral-free loans backed by government guarantees. According to the Economic Survey, 

₹3.6 lakh crore worth of loans were disbursed under the ECLGS by FY23, helping businesses 
retain employees and maintain operations. Additionally, production-linked incentive (PLI) 

schemes were launched to boost manufacturing and create jobs in sectors like electronics and 

pharmaceuticals. These measures played a critical role in reducing income disparities and 

supporting economic resilience during recessions. 
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India has the second-largest microfinance sector 

 

Country Savers (millions) 
Borrowers 

(millions) 

Outstanding loans  

(USD billion) 

Bangladesh (June 2022) 66.4 44.6 17.4 

Cambodia (December 2022) 2.7 2.1 9.7 

Philippines (December 2020) – 17.0 7.6 

Indonesia (December 2019) – 56.8 2.1 

Pakistan (March 2023) 98.1 9.25 1.8 

India (March 2023)    

SHGs 161 83 23.5 

MFIs – 73 44.0 

Source: Data from different sources such as industry associations, central bank websites, and 

academic publications 

India’s microfinance sector, the second largest globally after China, plays a significant role in 

mitigating inequality during economic downturns. According to the Bharat Microfinance 

Report 2023, microfinance institutions (MFIs) in India have a widespread presence, operating 

in 28 states and reaching over 532 lakh active clients with ₹1.8 lakh crore in outstanding loans 
as of FY23. Self-Help Groups (SHGs) and Joint Liability Groups (JLGs) cover more than 50% 

of Indian households, reflecting the sector’s extensive reach in supporting underserved and 

rural populations. These institutions provide crucial credit access to economically vulnerable 

groups, fostering financial inclusion and aiding income stabilisation, especially during 

recessions. The addition of 19 per cent YoY growth in active clients underscores the sector’s 

continuous effort to empower low-income households and reduce inequality by offering 

economic opportunities to those most impacted by economic downturns. 

The fiscal developments detailed in the Economic Survey illustrate the government’s proactive 

approach to mitigating inequality and fostering economic recovery during downturns. By 

prioritising social welfare, increasing capital expenditure, and implementing targeted fiscal 

measures, India has strengthened its capacity to navigate economic crises. These efforts not 

only provided immediate relief to vulnerable populations but also laid the groundwork for long-

term economic resilience and equity. 

Rising share of rural MFI borrowers 
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Source: The Bharat Microfinance Report 2023, Sa Dhan (page 16, Figure 2.8) 

Microfinance institutions (MFIs) in India have increasingly shifted their focus toward rural 

borrowers, with rural clientele now comprising 74 per cent of the total MFI borrowers, as of 

FY23. This trend highlights the growing emphasis on addressing financial inclusion and 

economic inequality in rural areas, which are often the most underserved and vulnerable during 

economic downturns. The shift marks a significant change from earlier years when urban 

borrowers dominated the microfinance sector, emphasising the sector's evolving role in 

supporting rural livelihoods and fostering resilience in rural economies. This rural orientation 

aligns with the broader objective of reducing inequality and empowering low-income 

households through accessible financial services. 

Rise in loan disbursement by MFIs 

 

 

 

 

 

 

 

Source: The Bharat Microfinance Report 2023, Sa Dhan (page 28, Figure 2.18) 

This bar graph shows the trend in loan disbursements by Microfinance Institutions (MFIs) from 

fiscal year 2013 (FY13) to fiscal year 2023 (FY23). It indicates a general increase in the amount 

of loans disbursed over the years, beginning with a modest 0.3 lakh crore in FY13 and seeing 

a significant rise to 1.8 lakh crore by FY23. Notable fluctuations are seen in the interim years, 

with a notable drop around FY18 and FY21 but otherwise maintaining a level or increasing 

trend in other years. The peak in FY23 suggests a robust growth in loan disbursements, possibly 

indicating increased demand for microfinance services or an expansion in the scope of 

operations by MFIs. 

7. Prices and Inflation 

7.1. Inflation and Inequality 

India's inflationary trends significantly impact economic inequality, especially among low-

income households that spend a larger share of their income on essentials. In FY24, retail 

inflation moderated to 5.1 per cent, aided by declining global commodity prices and effective 

domestic policy measures. However, food inflation, which disproportionately affects the poor, 

remained elevated due to adverse weather conditions and supply disruptions. The Consumer 

Food Price Index (CFPI) rose from 6.6 per cent in FY23 to 7.5 in FY24, highlighting the 

ongoing challenges faced by vulnerable populations. These trends underline the importance of 

targeted interventions to shield low-income households from inflation-induced disparities. 
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7.2. Price Stabilisation Measures 

The Indian government has implemented several price stabilisation measures to mitigate 

inflation's impact on vulnerable groups. Initiatives such as the Pradhan Mantri Garib Kalyan 

Anna Yojana provided free food grains to over 81 crore beneficiaries, ensuring food security 

for marginalised communities. Export restrictions on essential commodities, including rice and 

sugar, alongside subsidies for wheat flour and edible oils, have played a pivotal role in 

stabilising domestic prices. These interventions exemplify a balanced approach aimed at 

maintaining consumer affordability and ensuring the welfare of the most affected groups. 

7.3. Retail Inflation Trends 

Retail inflation trends during FY24 demonstrate a significant reduction in both headline and 

core inflation. Core inflation, excluding food and energy, dropped to a four-year low of 3.1 per 

cent in June 2024, reflecting the effectiveness of monetary policies. Rural and urban inflation 

rates also converged, suggesting narrowing regional disparities. These trends reflect the success 

of coordinated policy efforts to manage inflation while fostering economic stability across 

diverse population segments. 

7.4. Food and Energy Inflation Impacts 

Food and energy inflation remained critical drivers of overall price levels in FY24. Weather 

disruptions, such as uneven monsoons and extreme heat, significantly affected agricultural 

output, driving up the prices of cereals, vegetables, and pulses. On the energy front, government 

measures to reduce fuel costs, including subsidies on LPG and reduced taxes on petrol and 

diesel, eased inflationary pressures. These measures have been essential in cushioning low-

income households from the adverse effects of price volatility, ensuring economic stability and 

reducing inequality. 

8. External Sector 

8.1. FDI Inflows During Recessions 

Foreign Direct Investment (FDI) plays a critical role in supporting economic recovery during 

recessions. Global FDI inflows declined marginally by 2 per cent in 2023, amounting to USD 

1.3 trillion compared to USD 1.4 trillion in 2022. In India, net FDI inflows decreased from 

USD 42 billion in FY23 to USD 26.5 billion in FY24, with the decline attributed to higher 

repatriation and disinvestment as investors exited profitable positions. However, gross FDI 

inflows remained stable, reflecting sustained investor interest in India despite global economic 

uncertainties. This highlights the resilience of India's economy and its ability to attract foreign 

investments, even amid global economic shocks. 

8.2. Sectoral Recovery Through FDI 

The industrial and services sectors experienced a decline in FDI-to-GDP ratios post-pandemic. 

The industry's share dropped from 0.62 per cent in FY20 to 0.39 per cent in FY24, while the 

services sector's share decreased from 0.87 per cent to 0.69 per cent during the same period. 

Interestingly, there was a significant increase in investment in futuristic sectors such as 

renewables, artificial intelligence, and semiconductors, which saw heightened global interest. 

For instance, India received 122 AI-related FDI projects in 2022, reflecting its growing 
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prominence in technology and innovation. These investments are critical for enabling sectoral 

recovery and fostering long-term economic growth. 

8.3. Export Trends During Economic Shocks 

India's export trends show resilience amidst economic shocks. While merchandise exports 

declined in FY24 due to falling global petroleum product prices, sectors like engineering goods 

and pharmaceuticals showed notable growth. Engineering goods accounted for 25 per cent of 

total merchandise exports, reaching USD 109.3 billion in FY24. Similarly, pharmaceutical 

exports increased from USD 19.1 billion in FY19 to USD 27.9 billion in FY24, highlighting 

India's competitiveness in high-value sectors. Despite challenges in agricultural and textile 

exports, the diversification of export categories has provided stability to India's external sector. 

8.4. Trade Dynamics in Crises 

Trade dynamics have shifted significantly due to global geopolitical tensions and economic 

realignments. India's trade policies are increasingly focused on strengthening regional trade 

ties and enhancing infrastructure to support exports. Initiatives like the International North-

South Transport Corridor (INSTC) and India-Middle East-Europe Corridor (IMEC) are 

designed to improve trade logistics and reduce vulnerabilities to global shocks. Moreover, 

India's service exports and remittance inflows have cushioned its current account deficit, 

showcasing its ability to adapt to evolving trade dynamics during crises. 

These insights illustrate India's strategic response to external shocks, leveraging FDI and 

exports to navigate economic challenges effectively. This underscores the importance of policy 

measures in fostering economic resilience and reducing the impact of global disruptions. 

9. Conclusion  

The study highlights the critical role of economic policies in mitigating inequality and fostering 

resilience during recessions in India. Through targeted fiscal measures, enhanced financial 

inclusion, and sector-specific interventions, the government has successfully addressed 

immediate economic challenges while laying the groundwork for sustained growth. Policies 

like the Pradhan Mantri Garib Kalyan Anna Yojana, MGNREGS, and direct benefit transfers 

have provided vital support to the most vulnerable sections, demonstrating the effectiveness of 

welfare-oriented strategies in reducing income disparities. 

The research underscores the importance of adaptive and inclusive policy frameworks in 

navigating economic shocks. By prioritising capital expenditure, fostering microfinance, and 

incentivising futuristic sectors like renewable energy and artificial intelligence, India has not 

only mitigated the adverse impacts of recessions but also accelerated long-term economic 

transformation. However, persistent challenges in inflation control, rural-urban disparity, and 

sub-sectoral recovery in services highlight the need for continuous policy attention. 

Looking ahead, the study recommends a balanced approach that combines counter-cyclical 

fiscal measures with structural reforms to ensure inclusive and equitable growth. Strengthening 

the microfinance ecosystem, expanding digital adoption, and enhancing infrastructure 

investments are crucial to bridging gaps and fostering resilience in underserved communities. 

Collaboration between public and private sectors, alongside greater global integration, will 
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further enhance India’s capacity to withstand economic shocks and achieve sustainable 

development. 

In conclusion, the findings reaffirm that proactive and inclusive economic policies are 

indispensable for reducing inequality and promoting resilience in the face of global 

uncertainties. Policymakers must remain vigilant and flexible, adapting strategies to emerging 

challenges while ensuring that growth is inclusive, equitable, and sustainable for all. 
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