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India Strategy: 

How rich must Indians be for India to be called developed? 

We can potentially achieve high-income status by the late 2040s, but this 

requires sustained annual per capita GDP growth of at least 9%. This will be 

hard to achieve without higher female workforce participation, faster capital 

formation through improved credit access, and prioritizing productivity gains 

via significant investment in indigenous technology. Fostering a high-trust 

society and increasing risk appetite are crucial for this ambitious goal. This 

article 'How rich must Indians be for India to be called developed?' appeared as a 

column by Neelkanth Mishra in The Times of India on 2 July 2026. 

Over millennia philosophers have struggled to clearly answer the question ‘who is rich?’ A 

useful metric, easy to measure as well as compare, is income. The somewhat subjective 

factors that affect happiness (Good health? Freedom? Control of one’s time? Leisure?) also 

correlate well with it: People in high income countries also tend to have more leisure and 

better health, for example. 

The most widely followed categorization of countries is by the World Bank and uses a per 

capita nominal GDP threshold of US$14,000 for high-income status. This was fixed at 

US$6,000 in 1987 prices, and has risen at around 2% annually since then, broadly tracking 

developed-economy inflation. 85 countries (around 40% of those ranked) were classified 

high-income in 2024. 

Per capita GDP is not a perfect measure. First, it ignores income distribution within a 

country. If income is concentrated in the hands of a few, even if the mean per capita income 

is high, many people would be poor. One can track median income, which is the middle-

value when incomes are lined from smallest to largest. If there are too many poor and very 

few rich, the median would be lower than the mean. We note though that the gap between 

them tends to narrow significantly as economies become prosperous. 

Second, consumption may better indicate material well-being and differs from income, as 

savings, the gap between income and consumption, vary between economies, and between 

the rich and the poor. Some researchers even adjust for leisure and life-expectancy to 

arrive at ‘consumption-equivalent welfare.’ However, this is hard to measure and compare 

accurately and frequently. 
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Third, Purchasing Power Parity (PPP)-based per capita GDP is a better measure of welfare, 

as it adjusts for cost-of-living differences. For example, a haircut or a taxi ride would be 

much cheaper in India than in the US, even though they deliver similar value. Per capita 

GDP in the US is 29 times India’s in nominal USD terms, but only 7 times India’s in PPP-

adjusted terms. On nominal GDP per capita, India ranked 140 globally among 196 nations, 

versus 162 in 2005, and is expected to rank 134 by 2030. PPP-adjusted rank was 124 and 

expected to rise to 117 by 2030. Over time, though, these series converge. 

 

Thus, a macroeconomic target based on per capita GDP, though not perfect, is the most 

appropriate. 

 

India’s move up the ranks over the past two decades has been among the most consistent 

globally, but China and Vietnam have moved faster. China was at India’s 2025 per capita 

GDP in 2007 and ranked 123. It has moved up to 73 and is on the verge of high-income 

status with a per capita income nearly five times that of India. Vietnam was at our level in 

2016 and is now ranked 122, with per capita GDP around 60% higher than India’s. 

 

Can India reach high-income status? And by when? As the chart shows, to cross the high-

income threshold by 2047, India must grow per capita GDP in US$ by at least 9% annually, 

and GDP by 9.5%. If inflation averages 4%, and the rupee depreciates 2% annually against 

the US$, real growth needs to average 7.5% annually for the next 25 years. 

 

 
 

While this is indeed India’s current growth rate, as the economy moves towards the 

productivity frontier, growth will begin to taper: economies at the frontier grow less than 

2.5% annually. Thus, growth must be faster over the next decade to compensate for the 

nearly inevitable slowdown in the 2040s. 

 

What if we are unable to grow per capita GDP in US$ at an average rate of 9%? It would 

prolong our economic journey to ‘Viksit Bharat’: the crossover to high-income status will 

be in 2051 if we average 8% growth, 2055 if we grow at 7% on average, and 2062 at 6%. 
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The challenge with this simplistic arithmetic is the complacency it can trigger – that it will 

happen sooner or later. In our view, it is now or never, as demographic changes are faster 

than economic growth. India is trying to cover the economic distance from low-income to 

high-income in about one-third the time it took the currently developed nations, but 

demographics are changing five to eight times faster. Fertility is falling more rapidly than 

expected, and median age of the population may cross 40 well before the current 

projection of 2053. Growth has been seen to slow substantially for countries after their 

median age crossed 40: the demographic dividend becomes a demographic tax as 

dependency ratios (number of dependents per worker) rise, labour force shrinks, and 

growth in productivity and demand slows. 

 

Economies also operate with some amount of inertia – in an economy, several 

developments need to occur simultaneously. In anticipation of a certain level of growth, 

firms plan capacity, labour invests in education and skilling, financiers allocate capital and 

governments plan budgets. If any of these lags, challenges emerge. For example, 

infrastructure and manufacturing capacity become constraints if demand suddenly 

accelerates, and causes financial instability if demand disappoints. Once economic 

momentum fades, the effort needed to reaccelerate is substantial, akin to getting a heavy 

truck to gain speed. Unlike for a truck, however, the fuel to get an economy to reaccelerate 

is much harder to find. 

 

So, for all practical purposes for India, it is ‘now or never.’ How must one accelerate growth? 

It helps to view growth in GDP as coming from growth in labour input, in capital formation, 

and in productivity. 

 

While labour input is linked to slow-changing-demographics, and cannot be changed 

quickly, India can and must lift its abysmally low female workforce participation in paid 

work. A large part of India’s demographic dividend would otherwise be wasted. While weak 

demand for labour is a major challenge, improved law-and-order, regulations that ease part-

time work, and focus on job-creation in sectors that are dominated by women globally are 

essential interventions. 

 

The bulk of the acceleration in growth must come from faster capital formation. The 

starting conditions are in place, with a significant drop in the cost of capital, driven by the 

government’s fiscal discipline and the remarkable flow of household savings into equities 

(through systematic investment plans, and insurance and pension funds) worth nearly 2% 

of GDP annually. The significant expansion in financial system capacity to provide credit 

now needs channels to facilitate flows to where credit is needed, like to MSMEs, via 

frameworks like OCEN. 

 

Policy must also prioritise easing real estate supply via regulatory changes and construction 

of urban infrastructure. Real estate and infrastructure form a major part of capital stock in 

developed economies – their construction creates demand for labour and materials and are 

an important driver of growth. 

 

India must also maintain its current rapid pace of productivity improvement. Individual 

prosperity cannot be achieved without productivity growth. 

 

Among other requirements (like betrer health and education), this needs significant 

investments in science and technology. Unlike what Japan, Taiwan, Korea and even China 

saw while they grew, India cannot hope for an ‘assisted’ rise and instead must prepare for 

a ‘resisted’ rise, where it must develop its own critical technology. This is also important to 
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prevent getting stuck in the Middle-Income trap, which has plagued many Latin American 

and eastern Europeans. Building a risk-capital and innovation ecosystem well in advance is 

important to make the transition from middle-income to high-income. 

 

While new technologies like artificial intelligence (AI) and robotics will improve productivity 

globally, we believe they can help India much more, by bringing down unit costs across a 

range of critical sectors, breaking through vicious cycles that slow progress. 

 

Lastly, some of the societal shifts that Joel Mokyr emphasises in his book ‘A Culture of 

Growth,’ drove the industrial revolution in Britain, seem to be underway in India. 

Entrepreneurship is becoming socially respected and is now getting rewarded, the seeds of 

an innovation system are now falling in place, and the government is beginning to see itself 

as a partner of business instead of viewing it with distrust. 

 

If we focus relentlessly on building a high-trust society (enabled by a modernising judiciary), 

with higher risk appetite (not just for entrepreneurs and investors but also policymakers), a 

high-income India by the late 2040s is not an unachievable dream. 

 

 

 

 

 



 

 

India | Strategy: 

02 Jul 2026 5 
 

Disclaimer: The report and information contained herein is of confidential nature and meant only for the selected recipient and should 
not be altered in any way, transmitted to, copied, or distributed, in any manner and form, to any other person or to the media or 
reproduced in any form, without prior written approval of Axis Bank. The material in this document/report is based on facts, figures 
and information that are obtained from publicly available media or other sources believed to be reliable and hence considered true, 
correct, reliable and accurate but Axis Bank does not guarantee or represent (expressly or impliedly) that the same are true, correct, 
reliable and accurate, not misleading or as to its genuineness, fitness for the purpose intended and it should not be relied upon as 
such. Artificial Intelligence tools may have been used (i) during the information gathering stage for compiling or collating data from (a) 
publicly available sources, (b) databases to which Axis Bank subscribes, and (c) internally generated research data; and/or (ii) for 
compiling summaries of this report. The opinion expressed (including estimates, facts, figures and forecasts) is given as of the date of 
this document is subject to change without providing any prior notice of intimation. Axis Bank shall have the rights to make any kind 
of changes and alterations to this report/ information as may be required from time to time. However, Axis Bank is under no 
compulsion to maintain or keep the data/information updated. This report/document does not mean an offer or solicitation for dealing 
(purchase or sale) of any financial instrument or as an official confirmation of any transaction. Axis Bank or any of its affiliates/ group 
companies shall not be answerable or responsible in any way for any kind of loss or damage that may arise to any person due to any 
kind of error in the information contained in this document or otherwise. This document is provided for assistance only and should 
not be construed as the sole document to be relied upon for taking any kind of investment decision. The recipient is himself/herself 
fully responsible for the risks of any use made of this information. Each recipient of this document should make his/her own research, 
analysis and investigation as he/she deems fit and reliable to come at an independent evaluation of an investment in the securities of 
companies mentioned in this document (including the merits, demerits and risks involved), and should further take opinion of own 
consultants, advisors to determine the advantages and risks of such investment. The investment discussed or views expressed herein 
may not suit the requirements for all investors. Axis Bank and its group companies, affiliates, directors, and employees may: (a) from 
time to time, have long or short positions in, and deal (buy and/or sell the securities) thereof, of company (ies) mentioned herein or (b) 
be engaged in any other transaction involving such securities and earn commission/brokerage or other compensation or act as advisor 
or lender/borrower to such company (ies) or have other potential conflict of interest with respect to any recommendation and related 
information and opinions. The applicable Statutory Rules and Regulations may not allow the distribution of this document in certain 
jurisdictions, and persons who are in possession of this document, should inform themselves about and follow, any such restrictions. 
This report is not meant, directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or 
located in any locality, state, country or other jurisdiction, where such distribution, publication, availability or use would not be in 
conformation to the law, regulation or which would require Axis Bank and affiliates/ group companies to obtain any registration or 
licensing requirements within such jurisdiction. Neither Axis Bank nor any of its affiliates, group companies, directors, employees, 
agents or representatives shall be held responsible, liable for any kind of consequential damages whether direct, indirect, special or 
consequential including but not limited to lost revenue, lost profits, notional losses that may arise from or in connection with the use 
of the information. Prospective investors and others are cautioned and should be alert that any forward-looking statements are not 
predictions and may be subject to change without providing any notice. Past performance should not be considered as a reference to 
future performance. The disclosures of interest statements if any included in this document are provided only to enhance the 
transparency and should not be construed as confirmation of the views expressed in the report. The views expressed in this report 
reflect the personal views of the author of the report and do not reflect the views of Axis Bank or any of its associate and group 
companies about the subject company or companies and its or their securities. 

 
Disclaimer for Singapore clients: This document is published by Axis Bank Limited, India (“Axis Bank”) and is distributed in Singapore 
by Axis Bank. This document is not a research analysis or report concerning any investment product. This document does not provide 
or purports to provide individually tailored investment advice, commentary or opinion. The contents in this document have been 
prepared and are intended for general distribution strictly to accredited investor, expert investor or institutional investor. A recipient 
of this document shall not provide or circulate this document to any other person. The contents in this document do not take into 
account the specific investment objectives, financial situation, or particular needs of any particular person. The instruments and 
product types mentioned in this document may not be suitable for all investors. You should independently evaluate particular 
investments or product types and seek independent advice from a financial adviser regarding the suitability of such instruments or 
product types, taking into account your specific investment objectives, financial situation and particular needs, before making a 
commitment on any instruments or product types. This is because the appropriateness of a particular instrument or product type will 
depend on your individual circumstances and investment objectives, financial situation and particular needs. The instruments and 
product types mentioned in this document may not be suitable for all investors, and certain investors may not be eligible to purchase 
or participate in some or all of them. 

 
Disclaimer for DIFC clients: Axis Bank Limited (DIFC branch) is duly licensed and regulated in the Dubai International Financial Centre 
by the Dubai Financial Services Authority (“DFSA”). This document is intended for use only by Professional Clients (as defined in the 
Rule 2.3 of the Conduct of Business Module of the DFSA Rulebook) who satisfy the regulatory criteria set out in the DFSA Rules, 
and should not be relied upon, acted upon or distributed to any other person(s) other than the intended recipients. 

 


