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Making out a case for propping up the middle class 
The stimulus packages announced so far to mitigate the impact of 
the novel coronavirus and to revive the economy have included the 
poorest sections of the society, and the major thrust has been on the 
supply side. In the process, the middle class has simply been left to 
fend for itself. 

A segment with influence 

1. Many studies, notably, a decade-old Asian Development Bank 
study established that the middle class fosters innovation. Their 
“values also encourage the accumulation of human capital (via 
education) and savings (that can then be used for productive 
investment in the economy)”.  

2. Ubiquitously, “policies that factor in the welfare of the middle-
class and nurture their growth may be more effective in [the] 
long-term”.  

3. These findings confirm what Nobel Prize winners (2019) Abhijit 
Banerjee and Esther Duflo have been arguing: that the middle 
class has a constructive influence on the economy and society. 

4. Closer home, it may be recalled that a 20-time increase in the 
middle class during the post-reform period had laid a strong 
foundation for high economic growth.  

5. Even as of now, the middle class constitutes close to a fourth of 
the population but accounts for four-fifths of the taxpayers’ base. 
Censoriously, it accounts for three-fourths of the total consumer 
spending leading to the demand for consumer durables. 

The pandemic’s impact 

1. Going by a Pew Research Center report, that the middle class in 
the country shrunk by a third or over 32 million following the first 
wave of the novel coronavirus pandemic, their numbers may have 
further withered subsequent to the second wave, which was all the 
more devastating.  
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2. During the past year or so, rural as well as urban unemployment 

rates have been high. It is still quite high to impact the middle 
class adversely.  

3. Rising petrol and diesel prices, and edible oil and retail inflation 
hovering at 32.5% and 5.6%, respectively, have been further 
eroding their disposable income. 

4. Concurrently, they have become quite risk-averse, which is evident 
from the fact that bank deposits have increased by 11.4% in 2020-
21, even though interest rates have declined as their inclination to 
spend has subsided. This further leads to a fall in the demand.  

5. The verity is also substantiated by the Reserve Bank of India’s 
consumer confidence index. For July 2021, the index stood at 48.6 
points which is just about record low. 

A shrinking middle class never augurs well for the economy anywhere 
in the world. They need to be propped up to bring dynamism in the 
economy, and thus rapidly revive growth by enthusing, among other 
things, consumer confidence and positive sentiments. 

 

Q. A shrinking middle class never augurs well for the economy 
anywhere in the world. Discuss the statement in the light of the 
shrinking middle class due to the pandemic and recession in the 
economy. 

 


