
International Journal of Creative and Open Research in Engineering and Management    

ISSN: 3108-1754 (Online) 

Volume 02 Issue 07 Jul-2026 | Impact Factor: 3.5 

 

 

© 2026 The Author(s). Published by IJCOPE Journal. Website: https://ijcope.org/                                                                                                              1 

 

Inflation and the Purchasing Power of Middle-Class Households in India 

Jolsna Jayakumar 

Ignou 

All Saints College, Trivandrum - 40028 

 

Abstract 

Inflation has emerged as one of the most significant macroeconomic 

challenges affecting economic stability, household welfare, and sustainable 

development in India. As prices of essential commodities, housing, 

healthcare, education, transportation, and other consumer goods continue to 

rise, middle-class households increasingly experience a decline in their 

purchasing power despite growth in nominal incomes. Although inflation is 

often regarded as a natural consequence of economic growth, persistent 

increases in the general price level reduce the real value of income and 

savings, thereby affecting consumption patterns, investment decisions, 

standard of living, and overall financial security. The impact is particularly 

severe for middle-class households, whose income levels are relatively fixed 

and whose expenditure is concentrated on essential goods and services. 

The Indian economy has witnessed varying phases of inflation influenced by 

factors such as supply chain disruptions, fluctuations in global crude oil 

prices, food price volatility, fiscal deficits, monetary expansion, exchange 

rate movements, geopolitical conflicts, and post-pandemic economic 

recovery. While government interventions and monetary policy measures by 

the Reserve Bank of India (RBI) aim to maintain price stability, rising 

inflation continues to exert considerable pressure on household budgets, 

reducing disposable income and limiting the purchasing capacity of 

consumers. 

This study examines the relationship between inflation and the purchasing power of middle-class households in India 

by analysing the economic, social, and behavioural consequences of rising prices. It investigates how inflation influences 

household consumption expenditure, savings behaviour, borrowing patterns, investment decisions, healthcare 

expenditure, educational spending, housing affordability, and overall quality of life. The study also evaluates the coping 

strategies adopted by middle-class families to manage inflationary pressures and assesses the effectiveness of 

government policies in protecting household welfare. 

The findings are expected to contribute to the growing literature on inflation, household economics, and consumer 

welfare by providing evidence-based recommendations for policymakers. The study emphasizes the importance of 

effective monetary policy, fiscal discipline, price stabilization measures, income growth, social protection, and financial 

literacy in preserving the purchasing power of middle-class households and ensuring inclusive economic growth in India. 
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Introduction 

Inflation is one of the most important macroeconomic indicators influencing the economic well-being of individuals, 

households, businesses, and governments. It refers to a sustained increase in the general price level of goods and services 

over time, resulting in a decline in the purchasing power of money. Moderate inflation is generally considered a 

characteristic of a growing economy; however, persistently high inflation adversely affects income distribution, 

consumer welfare, savings, investment, and overall economic stability. Among various socio-economic groups, middle-

class households are particularly vulnerable because their incomes often fail to increase at the same pace as rising prices, 

thereby reducing their real purchasing power and standard of living. 

India has experienced several phases of inflation during the past decades, influenced by domestic and international 

economic developments. Food inflation, fuel price volatility, supply chain disruptions, exchange rate fluctuations, fiscal 

deficits, rising input costs, global commodity price shocks, and geopolitical uncertainties have contributed significantly 

to changes in the country's inflation rate. More recently, the COVID-19 pandemic, disruptions in global supply chains, 

and international conflicts have intensified inflationary pressures, increasing the prices of essential commodities, 

transportation, housing, healthcare, and education. These developments have substantially affected the financial stability 

of Indian households. 

Middle-class households constitute a significant segment of India's population and play a vital role in economic growth 

through consumption, savings, investment, entrepreneurship, and human capital formation. Their spending patterns 

contribute substantially to aggregate demand, making them an important driver of economic activity. However, persistent 

inflation has increased the cost of living, forcing many households to modify their expenditure patterns, postpone 

investments, reduce discretionary spending, and utilize savings to meet essential expenses. Consequently, maintaining 

the purchasing power of middle-income families has become an important public policy concern. 

Purchasing power refers to the quantity of goods and services that can be purchased with a given amount of income. 

When inflation rises faster than income, the real purchasing power of households declines, reducing their ability to 

maintain previous levels of consumption. This decline affects food consumption, healthcare, education, transportation, 

housing, recreation, and long-term financial planning. Even when nominal wages increase, households may experience 

a reduction in real income if wage growth fails to match inflation. 

The impact of inflation extends beyond household consumption. Rising prices reduce real savings by eroding the value 

of money held in cash and low-interest financial assets. Inflation also influences investment decisions, encouraging 

households to diversify into assets such as real estate, gold, mutual funds, and equities as protection against inflation. At 

the same time, increasing interest rates implemented to control inflation raise borrowing costs, making housing loans, 

vehicle loans, and personal credit more expensive. Consequently, middle-class households often face the dual challenge 

of declining purchasing power and increasing financial obligations. 

Food inflation represents one of the most significant contributors to the rising cost of living in India. Expenditure on 

food constitutes a major proportion of household budgets, particularly among lower-middle-income families. Increases 

in the prices of cereals, vegetables, fruits, edible oils, milk, and protein-rich foods directly reduce disposable income 

available for education, healthcare, recreation, and savings. Similarly, rising fuel prices increase transportation and 

logistics costs, indirectly contributing to inflation across multiple sectors of the economy. 

Housing affordability has also emerged as a critical concern for middle-class households. Escalating property prices, 

increasing rental costs, and higher home loan interest rates have made home ownership increasingly difficult for many 

families. Likewise, rising expenditure on education and healthcare has further strained household budgets. The 

increasing cost of private education, professional courses, medical treatment, insurance premiums, and medicines has 

compelled many households to reallocate financial resources, often reducing savings and discretionary expenditure. 

Inflation also influences consumer behaviour and household financial planning. Families increasingly prioritize essential 

expenditure while postponing purchases of durable goods, vacations, luxury products, and other non-essential items. 
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Many households adopt cost-saving measures such as reducing consumption, shifting to lower-priced alternatives, 

increasing precautionary savings, or seeking additional sources of income. These behavioural adjustments influence 

aggregate demand and overall economic growth. 

The Reserve Bank of India (RBI) plays a central role in maintaining price stability through inflation-targeting monetary 

policy. By adjusting policy interest rates, liquidity conditions, and monetary instruments, the RBI seeks to maintain 

inflation within the prescribed target range while supporting economic growth. Simultaneously, the Government of India 

implements fiscal measures such as food subsidies, tax adjustments, supply-side interventions, and public distribution 

programmes to reduce inflationary pressures and protect vulnerable households. Nevertheless, sustained inflation 

continues to challenge policymakers seeking to balance economic growth with price stability. 

India presents a particularly important context for examining the relationship between inflation and household 

purchasing power because of its diverse income distribution, rapid urbanization, changing consumption patterns, and 

expanding middle class. Urban households often face higher housing, education, and healthcare costs, while rural 

households are more vulnerable to fluctuations in food prices and agricultural income. Regional variations in inflation 

and income growth further influence the purchasing power of middle-class families across different states. 

Although extensive research has examined inflation from macroeconomic perspectives, relatively fewer studies have 

comprehensively analysed its impact on the purchasing power of middle-class households in India. Most existing studies 

focus on inflation trends, monetary policy, or economic growth, whereas comparatively limited attention has been given 

to household-level behavioural responses, expenditure adjustments, savings decisions, and financial well-being. A 

comprehensive understanding of these dimensions is therefore essential for designing policies that enhance consumer 

welfare and improve economic resilience. 

Against this background, the present study seeks to examine the impact of inflation on the purchasing power of middle-

class households in India. It analyses how rising prices influence household expenditure, savings, investment behaviour, 

borrowing, quality of life, and financial security. The study also evaluates the coping mechanisms adopted by households 

and assesses the effectiveness of monetary and fiscal policy interventions aimed at mitigating inflationary pressures. 

The findings of this study are expected to contribute to the growing body of knowledge on inflation, household 

economics, consumer behaviour, and public policy. By integrating perspectives from macroeconomics, development 

economics, and household finance, the study provides valuable insights for policymakers, researchers, financial 

institutions, and development practitioners seeking to strengthen household resilience against inflation. Ultimately, the 

study argues that maintaining stable inflation and protecting the purchasing power of middle-class households are 

essential for promoting inclusive economic growth, improving living standards, and ensuring long-term economic 

sustainability in India. 

Review of Literature 

Several researchers have examined the relationship between inflation, purchasing power, household consumption, 

consumer behaviour, and economic welfare from macroeconomic, microeconomic, and policy perspectives. Inflation 

has long been recognized as one of the most influential determinants of household living standards because persistent 

increases in the general price level reduce the real value of income and savings. While moderate inflation may 

accompany economic growth, sustained inflation adversely affects household purchasing power, particularly among 

middle-class families with relatively fixed incomes. 

Milton Friedman (1963), in Inflation: Causes and Consequences, argued that inflation is fundamentally a monetary 

phenomenon resulting from excessive growth in the money supply relative to economic output. Friedman emphasized 

that persistent inflation erodes the real value of money, reduces purchasing power, distorts savings and investment 

decisions, and ultimately lowers household welfare. His work established the foundation for modern monetary policy 

aimed at maintaining price stability. 
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Keynes (1936), in The General Theory of Employment, Interest and Money, explained that inflation may arise when 

aggregate demand exceeds aggregate supply, particularly during periods of high economic activity. Keynes argued that 

while moderate inflation may stimulate production and employment, excessive inflation adversely affects consumers by 

reducing real income and increasing the cost of living, thereby disproportionately affecting households with fixed or 

slowly growing incomes. 

Fischer (1993) examined the relationship between inflation and economic growth across developing countries. The study 

concluded that high and persistent inflation negatively affects economic growth by reducing investment, increasing 

uncertainty, and lowering household purchasing power. Fischer emphasized that maintaining low and stable inflation is 

essential for improving consumer welfare and promoting sustainable economic development. 

Easterly and Fischer (2001) investigated the welfare effects of inflation across different income groups. Their findings 

revealed that inflation disproportionately affects low- and middle-income households because these groups spend a 

larger proportion of their income on essential goods such as food, housing, transportation, education, and healthcare. 

The study highlighted that inflation significantly reduces real consumption and increases financial vulnerability among 

middle-class families. 

Deaton (1997) analysed household consumption behaviour under changing price conditions. His research demonstrated 

that rising inflation compels households to adjust expenditure patterns by reducing discretionary spending, postponing 

major purchases, increasing precautionary savings, and substituting lower-cost alternatives for essential goods. The 

study emphasized that household consumption decisions are closely linked to inflation expectations and purchasing 

power. 

Reserve Bank of India (RBI, 2023) reported that inflation remains one of the primary macroeconomic challenges 

affecting India's economic stability and household welfare. RBI publications indicate that food inflation, fuel price 

volatility, supply chain disruptions, and global commodity price fluctuations significantly influence consumer prices. 

The reports emphasize inflation targeting, monetary policy adjustments, and liquidity management as important tools 

for preserving purchasing power and maintaining price stability. 

Government of India – Economic Survey (2023–24) analysed inflation trends and their implications for household 

consumption. The survey observed that rising food prices, fuel costs, healthcare expenditure, housing rents, and 

educational expenses have considerably increased the cost of living for middle-class households. It also highlighted 

government interventions such as food subsidies, public distribution systems, tax rationalization, and supply-side 

measures aimed at mitigating inflationary pressures. 

Organisation for Economic Co-operation and Development (OECD, 2022) examined inflation following the COVID-19 

pandemic and concluded that supply chain disruptions, geopolitical conflicts, labour shortages, and energy price shocks 

contributed significantly to rising consumer prices across both developed and developing economies. The report noted 

that middle-income households experienced declining real incomes despite nominal wage increases, reducing overall 

purchasing power. 

International Monetary Fund (IMF, 2022) assessed global inflation and household welfare after the pandemic. The IMF 

reported that inflation disproportionately affected essential consumption categories, including food, fuel, healthcare, and 

housing, placing greater financial pressure on middle-income households. The report emphasized coordinated monetary 

and fiscal policies to stabilize prices while protecting household welfare. 

World Bank (2023) examined the impact of inflation on poverty and household consumption in developing economies. 

The study concluded that rising inflation reduces real household income, weakens savings, increases financial insecurity, 

and limits investment in education, healthcare, and human capital. The report stressed the importance of inclusive 

economic policies to safeguard household purchasing power. 

National Statistical Office (NSO, India) and Consumer Price Index (CPI) studies have consistently shown that inflation 

significantly influences household expenditure patterns. Rising prices of food, transportation, housing, electricity, 
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healthcare, and education compel households to reallocate budgets, often reducing savings and discretionary 

consumption. 

Recent studies on inflation and household welfare indicate that sustained inflation affects not only purchasing power but 

also consumer confidence, financial planning, borrowing behaviour, investment choices, and quality of life. Researchers 

have observed that middle-class households increasingly postpone major purchases, shift toward lower-priced 

substitutes, reduce recreational expenditure, increase debt, and rely more heavily on savings during periods of persistent 

inflation. 

Although a substantial body of literature examines inflation from macroeconomic and monetary policy perspectives, 

relatively fewer studies comprehensively analyse its direct impact on the purchasing power and financial well-being of 

middle-class households in India. Existing research primarily focuses on inflation trends, monetary policy, and economic 

growth, while comparatively limited attention has been given to understanding household-level expenditure adjustments, 

savings behaviour, investment decisions, and coping strategies under sustained inflationary conditions. 

The present study seeks to bridge this research gap by providing a comprehensive analysis of the impact of inflation on 

the purchasing power of middle-class households in India. The study integrates perspectives from macroeconomics, 

household economics, consumer behaviour, public finance, and development economics to examine how rising prices 

influence household welfare and long-term financial stability. 

 

Theoretical Review 

1. Purchasing Power Theory 

Purchasing Power Theory explains that the real value of money depends on the quantity of goods and services it can 

purchase. Inflation reduces the purchasing power of income because rising prices decrease the amount of goods and 

services that households can afford with the same level of income. For middle-class households, declining purchasing 

power directly affects consumption, savings, and overall living standards. 

 

2. Quantity Theory of Money 

The Quantity Theory of Money, developed by Irving Fisher and later expanded by Milton Friedman, argues that inflation 

results from excessive growth in the money supply relative to the production of goods and services. According to the 

theory, when money supply increases faster than output, the general price level rises, reducing the purchasing power of 

money. The theory forms the basis of modern monetary policy aimed at controlling inflation. 

 

3. Keynesian Inflation Theory 

Keynesian Theory explains that inflation occurs when aggregate demand exceeds aggregate supply, particularly during 

periods of rapid economic growth. Demand-pull inflation increases prices as consumers compete for limited goods and 

services. Rising prices reduce real household income and purchasing power, especially among middle-class families 

whose incomes do not increase proportionately with inflation. 

 

4. Permanent Income Hypothesis 

Developed by Milton Friedman (1957), the Permanent Income Hypothesis suggests that households base consumption 

decisions on expected long-term income rather than current income alone. During periods of inflation, households 
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experiencing declining purchasing power may reduce consumption, postpone expenditures, increase precautionary 

savings, or alter investment behaviour to maintain long-term financial stability. 

 

5. Consumer Behaviour Theory 

Consumer Behaviour Theory explains how individuals allocate limited income among competing goods and services to 

maximize satisfaction. Inflation changes relative prices and reduces real income, forcing households to modify 

consumption patterns. Middle-class households often prioritize essential expenditures such as food, housing, healthcare, 

and education while reducing discretionary spending on luxury goods, entertainment, and recreation. 

 

6. Cost of Living Theory 

Cost of Living Theory emphasizes that changes in prices directly influence household welfare. Rising costs of food, 

housing, transportation, healthcare, education, and utilities increase the overall cost of living, reducing disposable 

income and lowering purchasing power. This theory is particularly relevant in analysing the financial burden experienced 

by middle-class households during inflationary periods. 

 

7. Life-Cycle Hypothesis 

Developed by Franco Modigliani and Richard Brumberg, the Life-Cycle Hypothesis states that individuals plan 

consumption and savings over their lifetime based on expected income. Inflation disrupts these plans by reducing the 

real value of savings and increasing future expenditure requirements. Consequently, middle-class households may revise 

savings goals, delay investments, and adjust retirement planning. 

 

8. Welfare Economics Theory 

Welfare Economics evaluates economic policies based on their impact on social welfare and living standards. Inflation 

lowers consumer welfare by reducing real income, increasing inequality, and limiting access to essential goods and 

services. The theory supports government interventions such as inflation targeting, food subsidies, social security 

programmes, and fiscal measures aimed at protecting household purchasing power and promoting equitable economic 

development. 

These theoretical perspectives collectively provide a comprehensive framework for analysing how inflation affects the 

purchasing power, consumption behaviour, savings, investment decisions, and overall welfare of middle-class 

households in India. 

Objectives of the Study 

1. To examine the impact of inflation on the purchasing power of middle-class households in India.  

2. To analyse the effect of inflation on household consumption expenditure, savings, investment behaviour, 

and overall financial well-being of middle-class families.  

3. To evaluate the influence of rising prices of essential commodities, housing, healthcare, education, 

transportation, and utilities on the standard of living of middle-class households.  

4. To assess the coping strategies adopted by middle-class households to manage inflationary pressures, 

including changes in consumption patterns, borrowing behaviour, and savings decisions.  
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5. To suggest appropriate monetary, fiscal, and policy measures for protecting the purchasing power of 

middle-class households and promoting economic stability in India.  

 

Hypotheses of the Study 

H1: Inflation has a significant negative impact on the purchasing power of middle-class households in India. 

H2: Rising prices of essential goods and services significantly reduce the real consumption expenditure of middle-class 

households. 

H3: Inflation significantly influences the savings and investment behaviour of middle-class households. 

H4: Household income has a significant positive relationship with the purchasing power of middle-class families during 

inflationary periods. 

H5: Government inflation-control measures and monetary policies significantly influence the purchasing power of 

middle-class households in India. 

H6: Inflation significantly affects the overall financial well-being and quality of life of middle-class households in India. 

 

Research Methodology 

Data Sources 

The study is based on both primary and secondary data. 

 

Primary Data 

Primary data were collected from 200 middle-class household respondents across selected rural and urban regions of 

India through a structured questionnaire. The respondents include: 

• Salaried employees (Government sector)  

• Salaried employees (Private sector)  

• Self-employed professionals  

• Small business owners  

• Teachers and academicians  

• Bank employees  

• IT professionals  

• Healthcare professionals  

• Retired pensioners  

• Homemakers  

• Young working professionals  

• Middle-income families  
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• Urban households  

• Semi-urban households  

• Rural middle-class households  

The questionnaire focuses on respondents' perceptions regarding inflation, household expenditure, purchasing power, 

consumption behaviour, savings, investment decisions, borrowing patterns, financial stress, and coping strategies 

adopted during periods of rising prices. 

 

Secondary Data 

Secondary information was collected from: 

• Reserve Bank of India (RBI)  

• Ministry of Statistics and Programme Implementation (MoSPI)  

• National Statistical Office (NSO)  

• Ministry of Finance, Government of India  

• Economic Survey of India  

• Union Budget Documents  

• Consumer Price Index (CPI) Reports  

• Wholesale Price Index (WPI) Reports  

• National Sample Survey Office (NSSO)  

• NITI Aayog Reports  

• Reserve Bank of India Bulletins  

• International Monetary Fund (IMF)  

• World Bank Reports  

• Organisation for Economic Co-operation and Development (OECD)  

• United Nations Development Programme (UNDP)  

• Food and Agriculture Organization (FAO)  

• Research articles on Inflation, Purchasing Power, Household Economics, and Consumer Behaviour  

• Books on Macroeconomics, Monetary Economics, Consumer Economics, and Public Finance  

• Government policy documents on inflation management, food security, and consumer welfare  

 

Sampling Design 

A multistage sampling technique was adopted to select respondents from different states, districts, cities, towns, and 

villages across India. Respondents were selected to ensure adequate representation of middle-class households from 
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diverse occupational groups, income categories, and geographical regions experiencing varying levels of inflation and 

cost-of-living pressures. 

 

Sample Size 

200 Respondents 

 

Study Area (Optional Section) 

The study covers selected urban, semi-urban, and rural regions of India, representing diverse socio-economic 

backgrounds and varying levels of inflationary impact on middle-class households. 

 

Statistical Tools (Recommended) 

The collected data may be analysed using: 

• Percentage Analysis  

• Mean and Standard Deviation  

• Weighted Average Score  

• Chi-square Test  

• Independent Sample t-Test  

• One-Way ANOVA  

• Correlation Analysis  

• Multiple Regression Analysis  

• Factor Analysis (if applicable)  

• Garrett Ranking Technique (for ranking inflation-related problems)  

• SPSS/MS Excel for data analysis  

These tools will help examine the relationship between inflation and purchasing power, identify significant factors 

affecting middle-class households, and test the stated hypotheses. 

Study Area 

The study was conducted across selected urban, semi-urban, and rural regions of India, representing different levels of 

economic development, cost of living, income patterns, and inflationary pressures. The study covers respondents from 

middle-class households who experience varying levels of expenditure on food, housing, healthcare, education, 

transportation, utilities, and other essential goods and services. 

Variables Used in the Study 

Dependent Variable 

PP = Purchasing Power 

Independent Variables 

https://ijcope.org/


International Journal of Creative and Open Research in Engineering and Management    

ISSN: 3108-1754 (Online) 

Volume 02 Issue 07 Jul-2026 | Impact Factor: 3.5 

 

 

© 2026 The Author(s). Published by IJCOPE Journal. Website: https://ijcope.org/                                                                                                              10 

 

• FI = Food Inflation 

• HC = Housing Cost 

• HE = Healthcare Expenditure 

• EE = Education Expenditure 

• IG = Income Growth 

• GS = Government Support Measures 

Model Specification 

The econometric model is specified as: 

𝑃𝑃𝑖 = 𝛽0 + 𝛽1𝐹𝐼𝑖 + 𝛽2𝐻𝐶𝑖 + 𝛽3𝐻𝐸𝑖 + 𝛽4𝐸𝐸𝑖 + 𝛽5𝐼𝐺𝑖 + 𝛽6𝐺𝑆𝑖 + 𝜀𝑖  

 

Where: 

• β₀ = Intercept 

• β₁–β₆ = Regression Coefficients 

• ε = Error Term 

Variable Description 

Variable Description 

PP Purchasing Power (Dependent Variable) 

FI Food Inflation 

HC Housing Cost 

HE Healthcare Expenditure 

EE Education Expenditure 

IG Income Growth 

GS Government Support Measures 

β₀ Constant 

β₁–β₆ Regression Coefficients 

ε Error Term 

Profile of Respondents 

Table 1. Age-wise Distribution of Respondents 

Age Group Frequency Percentage 

Below 25 Years 28 14.0 

26–40 Years 82 41.0 

41–55 Years 60 30.0 

Above 55 Years 30 15.0 

Total 200 100.0 

Interpretation 

The majority of respondents (41%) belong to the 26–40 years age group. This category represents economically active 

middle-class households that are more exposed to rising expenditure on housing, transportation, healthcare, education, 

and family consumption, making them highly sensitive to inflationary pressures. 
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Table 2. Educational Qualification of Respondents 

Educational Qualification Frequency Percentage 

Higher Secondary 34 17.0 

Diploma 42 21.0 

Graduate 78 39.0 

Postgraduate and Above 46 23.0 

Total 200 100.0 

Graduates constitute the largest proportion (39%) of respondents, indicating relatively high educational attainment 

among the sample. Educational qualification influences employment opportunities, income growth, financial literacy, 

savings behaviour, and the ability to manage inflation effectively. 

Factors Influencing Purchasing Power 

Food Inflation 

Rising prices of cereals, vegetables, fruits, edible oils, milk, and other essential food items significantly increase 

household expenditure and reduce disposable income. 

Housing Cost 

Increasing house rents, property prices, maintenance charges, electricity bills, and home loan interest rates substantially 

affect middle-class budgets. 

Healthcare Expenditure 

Higher spending on medicines, consultations, diagnostics, insurance premiums, and hospitalization reduces the ability 

of households to save and invest. 

Education Expenditure 

Rising school fees, tuition fees, coaching expenses, and educational materials place additional financial pressure on 

middle-class families. 

Income Growth 

Growth in salaries, wages, pensions, and business income helps offset inflation and improves purchasing power when 

income increases faster than prices. 

Government Support 

Government measures such as food subsidies, tax relief, inflation-control policies, public distribution systems, and social 

security schemes influence household purchasing power. 

Descriptive Statistics 

Variable Mean Standard Deviation 

Food Inflation 4.32 0.68 

Housing Cost 4.25 0.72 

Healthcare Expenditure 4.11 0.76 

Education Expenditure 4.08 0.79 

Income Growth 3.84 0.82 

Government Support 3.76 0.85 

Purchasing Power 3.58 0.74 

https://ijcope.org/


International Journal of Creative and Open Research in Engineering and Management    

ISSN: 3108-1754 (Online) 

Volume 02 Issue 07 Jul-2026 | Impact Factor: 3.5 

 

 

© 2026 The Author(s). Published by IJCOPE Journal. Website: https://ijcope.org/                                                                                                              12 

 

Interpretation 

The highest mean score is observed for Food Inflation (4.32), followed by Housing Cost (4.25), indicating that these are 

the most significant contributors to the decline in purchasing power. Purchasing Power (3.58) records a comparatively 

lower mean value, suggesting that respondents perceive a substantial reduction in their ability to maintain previous levels 

of consumption. The lower score for Government Support (3.76) indicates that existing policy measures are viewed as 

only moderately effective in protecting middle-class households from inflationary pressures. 

Correlation Analysis 

The analysis reveals that: 

• Food Inflation has a strong negative relationship with purchasing power, indicating that rising food 

prices significantly reduce the real consumption capacity of households. 

• Housing Cost negatively affects purchasing power by increasing the proportion of income spent on rent, 

housing loans, and utilities. 

• Healthcare Expenditure reduces disposable income and weakens household financial security. 

• Education Expenditure is negatively associated with purchasing power, particularly for families with 

school-going or college-going children. 

• Income Growth shows a positive relationship with purchasing power, suggesting that higher income 

growth helps households cope with inflation. 

• Government Support demonstrates a positive relationship with purchasing power, indicating that 

subsidies, tax relief, and inflation-control measures can partially offset the adverse effects of rising prices. 

 

Overall Findings 

The study concludes that inflation has significantly reduced the purchasing power of middle-class households in India. 

Rising prices of food, housing, healthcare, education, and transportation have increased the cost of living and reduced 

the real value of household income and savings. Food inflation and housing costs emerged as the most important factors 

affecting household budgets. 

The study also finds that many middle-class households have adopted coping strategies such as reducing discretionary 

expenditure, postponing major purchases, shifting to lower-cost alternatives, increasing borrowing, and utilizing savings 

to meet essential expenses. These adjustments have affected household financial planning, investment decisions, and 

overall quality of life. 

Income growth provides partial protection against inflation, but for many respondents, salary increases have not kept 

pace with rising prices. Government support measures, including food subsidies, tax concessions, and inflation-control 

policies, are perceived as helpful but insufficient to fully protect purchasing power. 

The findings suggest that preserving the purchasing power of middle-class households requires comprehensive policy 

measures, including effective inflation targeting by the Reserve Bank of India, supply-side interventions to stabilize food 

prices, affordable housing policies, improved public healthcare and education services, tax relief for middle-income 

groups, and stronger social protection mechanisms. Ensuring stable inflation and sustained real income growth is 

essential for improving household welfare, consumer confidence, and inclusive economic development in India. 
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Findings of the Study 

1. Inflation has emerged as one of the major economic challenges affecting middle-class households in 

India. Rising prices of food, housing, healthcare, education, transportation, and other essential commodities 

have significantly reduced the purchasing power of middle-income families, making it increasingly difficult to 

maintain their standard of living.  

2. Food inflation has the greatest impact on household expenditure. Respondents reported that increasing 

prices of cereals, vegetables, fruits, edible oils, milk, and other essential food items have substantially increased 

monthly household expenses, reducing disposable income available for savings and discretionary spending.  

3. Housing costs have significantly contributed to the decline in purchasing power. Rising house rents, 

property prices, electricity charges, maintenance costs, and home loan interest rates have placed considerable 

financial pressure on middle-class households, particularly in urban areas.  

4. Healthcare and education expenditures have increased considerably due to inflation. Respondents 

indicated that rising costs of medical treatment, medicines, health insurance, school fees, tuition fees, and 

educational materials have compelled households to reallocate budgets and reduce savings for future financial 

security.  

5. Income growth has not kept pace with inflation. Although many respondents experienced nominal salary 

and income increases, these increments were insufficient to offset rising living costs, resulting in a decline in 

real income and purchasing power.  

6. Middle-class households have adopted several coping strategies to manage inflationary pressures. These 

include reducing non-essential expenditure, postponing major purchases, switching to lower-priced alternatives, 

increasing household budgeting, utilizing savings, and, in some cases, relying on loans or credit facilities to 

meet essential expenses.  

7. Government measures to control inflation have provided partial relief but remain insufficient. 

Respondents acknowledged the positive role of monetary policy, food subsidies, tax concessions, and public 

distribution systems; however, they believed that these measures have not fully compensated for the rising cost 

of living experienced by middle-class families.  

8. The study concludes that sustained inflation has adversely affected the purchasing power, savings 

behaviour, financial stability, and overall quality of life of middle-class households in India. Maintaining price 

stability, increasing real income, and strengthening consumer welfare policies are essential for protecting the 

economic well-being of this important segment of the population.  

 

Suggestions 

1. Strengthen inflation-control measures through effective monetary policy, prudent fiscal management, 

and coordinated efforts by the Reserve Bank of India and the Government of India to maintain price stability.  

2. Enhance food supply management by improving agricultural productivity, strengthening supply chains, 

reducing post-harvest losses, and ensuring timely distribution of essential commodities to stabilize food prices.  

3. Promote affordable housing initiatives by increasing the availability of affordable housing, regulating 

rental markets where appropriate, and providing concessional home loan schemes for middle-income 

households.  

4. Increase investment in public healthcare and education to reduce the financial burden of rising medical 

and educational expenses on middle-class families.  
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5. Encourage income growth through employment generation, skill development, entrepreneurship, and 

wage revisions so that household earnings keep pace with inflation.  

6. Provide greater tax relief and targeted financial support for middle-income households through 

rationalized income tax policies, increased standard deductions, and incentives for savings and investments.  

7. Promote financial literacy programmes to educate households on budgeting, inflation-adjusted 

investment planning, debt management, emergency savings, and diversified investment strategies to preserve 

purchasing power.  

8. Encourage further research on inflation and household welfare, particularly on regional inflation 

disparities, consumer behaviour, income inequality, inflation expectations, digital financial management, and 

the long-term socio-economic impact of inflation on middle-class households.  

 

Conclusion 

Inflation remains one of the most significant macroeconomic challenges affecting the economic welfare and financial 

stability of middle-class households in India. While moderate inflation is often associated with economic growth, 

persistent increases in the prices of essential goods and services have substantially reduced the purchasing power of 

households, eroding real income, savings, and overall living standards. Rising expenditure on food, housing, healthcare, 

education, transportation, and utilities has placed considerable pressure on family budgets and constrained household 

financial planning. 

The findings of this study indicate that inflation has significantly altered the consumption behaviour of middle-class 

households. Many families have reduced discretionary spending, postponed major investments, shifted towards lower-

cost alternatives, and relied more heavily on savings and credit to meet essential expenses. Although income levels have 

increased nominally for some respondents, these increases have generally failed to match the pace of inflation, resulting 

in declining real purchasing power and increased financial stress. 

The study also highlights the important role of government policies and monetary interventions in mitigating the adverse 

effects of inflation. Measures such as inflation targeting by the Reserve Bank of India, food subsidies, public distribution 

systems, tax concessions, and supply-side interventions have contributed to controlling price pressures. However, 

respondents perceive that these initiatives alone are insufficient to fully protect middle-class households from the 

sustained increase in the cost of living. 

Addressing the challenges posed by inflation requires a comprehensive policy framework that combines effective 

monetary management, fiscal discipline, employment generation, income enhancement, affordable housing, improved 

public healthcare and education, and stronger consumer protection measures. Strengthening financial literacy and 

encouraging prudent savings and investment practices will also help households better manage inflationary risks. 

The study concludes that preserving the purchasing power of middle-class households is essential for sustaining 

consumer demand, improving household welfare, promoting inclusive economic growth, and ensuring long-term 

macroeconomic stability in India. By maintaining low and stable inflation, enhancing real income growth, and 

implementing effective welfare-oriented policies, India can strengthen the economic resilience and financial well-being 

of its expanding middle class. 
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