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Abstract— This paper explores the dynamics between 

economic growth and poverty reduction in India and 

China, the two largest developing economies. Using 

time-series data, policy analysis, and empirical 

comparisons, it highlights their respective development 

trajectories, poverty alleviation strategies, and 

outcomes. While both countries have experienced rapid 

economic growth, their poverty reduction patterns 

reveal key differences due to distinct economic reforms, 

social structures, and governance mechanisms. This 

study employs statistical tables, graphs, and analysis to 

offer a nuanced comparative understanding. 
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I. INTRODUCTION 

 

India and China have witnessed remarkable 

economic transformations over the past four decades. 

Despite similarities in population size and initial 

conditions, the two countries adopted different 

development strategies that have shaped their poverty 

outcomes. Understanding how economic growth has 

impacted poverty in these countries is crucial for 

developing effective poverty reduction strategies in 

other developing nations. 

Economic growth and poverty alleviation are two of 

the most critical challenges facing developing 

economies. Among the emerging global powers, 

India and China offer compelling case studies of how 

different growth models and policy frameworks 

impact poverty reduction. Both nations began their 

market-oriented economic reforms in the late 20th 

century—China in 1978 and India in 1991—but 

followed distinctly different paths. China adopted a 

state-led, investment-driven approach focused on 

manufacturing and exports, which catalyzed rapid 

industrialization and urbanization. India, on the other 

hand, pursued a more service-oriented growth model 

within a democratic and decentralized governance 

structure. Despite achieving high GDP growth rates, 

the two countries have recorded divergent outcomes 

in poverty alleviation. China has lifted over 800 

million people out of poverty and officially 

eradicated extreme poverty by 2020, according to the 

World Bank. India has also reduced poverty 

significantly, but at a slower and more uneven pace, 

with substantial regional and socio-economic 

disparities still persisting. 

 

This paper explores the dynamics between economic 

growth and poverty reduction in India and China 

through a comparative lens. It examines the 

macroeconomic trends, structural changes, and key 

policy interventions that have shaped poverty 

outcomes in both countries. By analyzing empirical 

data and scholarly literature, the study seeks to 

identify what makes growth more inclusive and 

sustainable. Ultimately, this comparative analysis 

aims to provide insights and policy recommendations 

that could help both countries—and others in similar 

developmental contexts—achieve more equitable 

economic progress and lasting poverty reduction. 

 

II. METHODOLOGY 

 

This paper uses secondary data from the World Bank, 

IMF, UNDP, and national statistical agencies. It 

includes time-series data from 1990 to 2022 and 

employs a comparative, descriptive-analytical 

approach. Graphs and tables are used to visualize 

trends in GDP growth and poverty reduction. 

  

III. CONCEPTUAL FRAMEWORK 

 

Economic growth refers to the increase in a country’s 

production of goods and services over time, typically 

measured by GDP. Poverty, on the other hand, is the 

inability to meet basic living standards, often 

quantified using income thresholds such as $1.90 per 

day (World Bank standard). The relationship between 

economic growth and poverty is influenced by factors 

such as income distribution, employment generation, 

and social policies. 
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this study is grounded in the premise that economic 

growth can influence poverty reduction through both 

direct and indirect channels. Economic growth 

increases national income, which can enhance public 

spending on social infrastructure, create employment 

opportunities, and improve living standards. 

However, the extent to which growth translates into 

poverty alleviation depends on its inclusiveness—

i.e., whether the benefits of growth are equitably 

distributed across regions, sectors, and social groups. 

In this comparative analysis, India and China 

represent two contrasting growth models: China’s 

state-led, manufacturing-driven growth versus 

India’s market-oriented, service-led development. 

The framework incorporates variables such as GDP 

growth rates, poverty headcount ratios, employment 

trends, and government policy interventions. It 

examines the linkages between structural 

transformation (agriculture to industry/services), 

labor absorption, rural development, and poverty 

outcomes. 

Furthermore, the role of institutional effectiveness, 

governance, and targeted poverty alleviation 

programs is central to the framework. These elements 

mediate the impact of growth by determining the 

reach and efficiency of redistribution mechanisms. 

The conceptual model thus positions economic 

growth as a necessary condition for poverty reduction 

but emphasizes the critical importance of 

complementary policies, institutional capacity, and 

social inclusion in achieving sustained and equitable 

outcomes. 

 

IV. ECONOMIC GROWTH TRAJECTORIES 

 

Both India and China have experienced sustained 

economic growth since the 1990s,  

Table 1: GDP Growth Rates (1990–2022) 

Year China (%) India (%) 

1990 3.9 5.5 

2000 8.5 4.0 

2010 10.6 10.3 

2020 2.3 -7.3 

2022 5.2 7.2 

 

A.  China 

China’s economic reforms began in 1978, 

transitioning from a centrally planned economy to a 

socialist market economy. Between 1990 and 2022, 

China’s GDP grew at an average annual rate of over 

9% (World Bank, 2023). Industrialization, export-led 

growth, and massive infrastructure development have 

been key drivers. 

 

China’s growth journey began in earnest after the 

economic reforms initiated in 1978 under Deng 

Xiaoping. These reforms shifted the country from a 

centrally planned economy to a more market-oriented 

one, leading to an unprecedented transformation. 

 

Phase I (1978–1992): Agricultural Reform and 

Opening Up: China decollectivized agriculture, 

introduced the household responsibility system, and 

allowed farmers to sell surplus produce in markets. 

This reform sharply increased rural incomes and 

productivity, kickstarting growth. 

 

Phase II (1992–2000): Industrialization and Special 

Economic Zones (SEZs): The establishment of SEZs 

and encouragement of foreign direct investment 

(FDI) led to rapid industrialization. The focus on 

labor-intensive manufacturing helped absorb surplus 

labor from rural areas. 

 

Phase III (2001–2010): WTO Accession and Export 

Boom: China’s entry into the World Trade 

Organization (WTO) in 2001 significantly boosted 

exports. Infrastructure investments and urban 

development fueled domestic growth alongside 

international trade. 

 

Phase IV (2010–Present): Rebalancing and 

Innovation: Facing diminishing returns from low-

cost manufacturing, China shifted toward innovation, 

services, and domestic consumption. The Belt and 

Road Initiative (BRI) and digital economy became 

new growth drivers. 

 

From 1980 to 2020, China’s GDP grew at an average 

annual rate of nearly 10%, lifting hundreds of 

millions out of poverty and turning it into the world’s 

second-largest economy. 
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B.  India 

India liberalized its economy in 1991, focusing on 

deregulation, privatization, and globalization. The 

average annual GDP growth from 1990 to 2022 was 

around 6.5% (World Bank, 2023). India’s growth has 

been driven by services, information technology, and 

consumption. 

India’s trajectory has been more gradual and complex 

due to its democratic political system, federal 

structure, and late reform start. 

 

Phase I (1947–1990): Mixed Economy and State 

Dominance: Post-independence, India adopted a 

mixed economy model with significant state control. 

Growth was modest (~3–4% annually), often termed 

the “Hindu rate of growth.” 

 

Phase II (1991–2000): Economic Liberalization: A 

balance-of-payments crisis in 1991 triggered major 

economic reforms. India dismantled licensing 

regimes, opened up to foreign investment, and 

liberalized trade and finance, setting the stage for 

faster growth. 

 

Phase III (2000–2010): IT Boom and Services-Led 

Growth: India’s comparative advantage in 

information technology and business process 

outsourcing spurred rapid services sector growth. 

However, manufacturing lagged behind. 

 

Phase IV (2010–Present): Reforms and 

Consumption-Driven Growth: India pursued fiscal 

consolidation, financial inclusion (e.g., Jan Dhan 

Yojana), and digital infrastructure. Growth has 

remained consumption-driven, with private 

investment and exports playing a lesser role than in 

China. 

 

India’s GDP grew at an average rate of about 6–7% 

between 1991 and 2020, improving per capita income 

but with persistent inequality and less success in 

employment generation and poverty reduction 

compared to China. 

 

V.  POVERTY TRENDS AND REDUCTION 

EFFORTS 

 

 A. China 

China lifted over 800 million people out of poverty 

between 1980 and 2020 (World Bank, 2022). By 

2020, extreme poverty (less than $1.90/day) was 

declared eradicated. Rural development programs, 

targeted subsidies, and labor-intensive 

manufacturing contributed significantly. 

 

China’s Poverty Reduction Journey 

China’s poverty reduction is widely regarded as one 

of the most successful efforts in modern history. 

Initial Conditions: In 1981, over 88% of China’s 

population lived below the international poverty line 

(USD 1.90 per day, PPP). Rural poverty was 

widespread due to collectivized agriculture and 

limited market access. 

Key Drivers of Reduction are, agricultural reforms in 

the early 1980s boosted rural incomes immediately. 

Labor-intensive industrialization created millions of 

urban jobs. Massive infrastructure investment 

improved rural connectivity. Targeted poverty 

alleviation programs, such as the “Precision Poverty 

Alleviation” initiative (2013–2020), provided 

household-level support. Education and health 

investments raised long-term capabilities. Milestone 

Achievement: By 2020, China officially declared the 

eradication of extreme poverty, with the poverty 

headcount falling to 0.6%—a decline of over 800 

million people since 1981 (World Bank, 2022). 

 

B. India 

India reduced poverty from 45% in 1993 to about 

10% in 2019 (World Bank, 2022). However, 

disparities persist, especially in rural areas and 

among marginalized groups. India’s poverty 

reduction has been slower and more uneven. 

 

India’s Poverty Reduction Journey 

India has also made significant progress, though at a 

slower and more uneven pace. Initial Conditions: In 

1981, about 60% of Indians lived below the 

international poverty line. Poverty was especially 

concentrated in rural areas, particularly among 

Scheduled Castes, Scheduled Tribes, and in low-

income states like Bihar and Uttar Pradesh. 

 

Key Drivers of Reduction are liberalization and 

economic growth post-1991 led to rising incomes. 

Welfare programs like MGNREGA (rural 

employment guarantee), PDS (food security), and 

rural health missions targeted basic needs. Financial 

inclusion (e.g., Jan Dhan accounts) and DBT (direct 

benefit transfers) improved subsidy targeting. 

Urbanization and remittances helped reduce rural 

poverty in some regions. 

Trends: According to World Bank estimates, poverty 

fell from 45.9% in 1993 to 22.5% in 2011, and 12% 
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by 2021. However, the reduction has been spatially 

and socially unequal, with slower progress in some 

backward regions and among marginalized 

communities. 

 

Figure 1: Poverty Headcount Ratio ($1.90/day) 

 
 

VI. COMPARATIVE ANALYSIS 

 

A. Economic Growth Models 

China adopted a state-led, export-oriented 

industrialization model. Beginning with Deng 

Xiaoping’s reforms in 1978, it focused on: Special 

Economic Zones (SEZs), Manufacturing and global 

trade integration, Heavy state investment in 

infrastructure, Centralized planning and control. 

India pursued a mixed economic model, moving 

toward liberalization in 1991. Its economy 

emphasized: Services sector (especially IT and 

finance), Private entrepreneurship, Gradual 

reforms, with less aggressive infrastructure 

investment, Federal structure with state-level 

autonomy 

 

B. Poverty Reduction Mechanisms 

China’s Success includes rapid rural income 

growth post-agricultural reform, mass job creation 

in urban sectors, direct interventions like targeted 

cash transfers, housing, and relocation, national 

poverty alleviation strategies (e.g., “Targeted 

Poverty Alleviation” post-2013). 

India’s Approach: Gradual poverty reduction 

through welfare programs (MGNREGA, PDS, 

etc.), reliance on inclusive growth, though hindered 

by jobless growth, less targeted programs, with 

issues in delivery and leakages, post-2014, efforts 

like Jan Dhan-Aadhaar-Mobile (JAM) improved 

access to benefits. 

 

C. Equity and Inclusiveness 

China’s Gini index rose from 0.30 in 1980s to ~0.47 

in 2020, indicating rising inequality, especially 

urban-rural. India’s inequality also increased (Gini 

~0.35 to 0.47), but regional and social disparities 

(caste, tribe) remain more pronounced. China’s 

policies addressed regional gaps through: Western 

development programs, Rural resettlement, 

Infrastructure in poor provinces 

India still struggles with: Inter-state development 

gaps (e.g., Bihar vs. Maharashtra), Social exclusion 

(SC/ST populations), Unequal educational and 

healthcare access. 

 

D. Data and Monitoring 

China maintained comprehensive national poverty 

registries, allowing dynamic tracking of 

beneficiaries. India lacked regular poverty data 

post-2011; national poverty line remains outdated, 

with debate around the use of Tendulkar vs. 

Rangarajan committees. 

While both countries experienced significant 

poverty reduction alongside strong economic 

growth, China’s approach was more systematic, 

centralized, and investment-driven, while India 

relied more on democratic, welfare-based 

interventions and service-led growth. China’s 

achievements were faster and more uniform due to 

cohesive national planning, while India’s progress 

was slower but more aligned with democratic 

pluralism and local governance. Going forward, 

both nations need to address inequality, job 

creation, and sustainable growth, but the lessons 

from each offer valuable insights for developing 

economies. 

 

VII. CONCLUSION 

 

While both India and China have experienced 

significant economic growth and poverty reduction, 

China's achievements have been faster and more 

comprehensive due to centralized planning, 

infrastructure-led growth, and focused poverty 

alleviation strategies. India, despite steady growth, 

needs stronger institutional mechanisms, better 

targeting, and more inclusive policies to replicate 

similar success. 
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