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The real world experiences show that there are cases where development is happen due to social and economic equality 
among the individuals of an economy. So that with income equality an economy can grow at higher pace than with income 
inequality. For example, the case studies of eight East-Asian tigers show that the equality (socially & economically) benefits the 
country in the development process. 

The early 1970s witnessed a remarkable change in public and private perceptions about the ultimate nature of economic 
activity. In the rich and poor countries disillusionment grew about the relentless pursuit of growth as the principal economic 
objective of society. In the developed countries, the major emphasis seemed to shift away from growth towards more concern 
for the “quality of life”. On the other hand, in the poor countries the main concern focused on question of growth versus income 
distribution.

Must  add methods and materials in your article.

Must add result in your article.

We examine the relationship between income inequality and growth with the help of a closed economy model. We find that the 
high income inequality leads to lower the growth rate of an economy by lowering the multiplier value. In the first part of the 
model, we show how the inequalities in income lead to lower the potential level of demand for consumption and therefore the 
overall demand in the economy. In the second part we show that how income inequality affect the potential level of demand for 
consumption and investment. The results of the model show that income inequality lowers the potential level of growth by 
lowering the demand in the economy. 
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