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Abstract. This article explores a promising theoretical approach for reassessing the
relationship between inequality and economic growth. The article draws some in-
sights from the influential inverted U-curve hypothesis originally advanced by Simon
Kuznets, but drastically recasts the original arguments by shifting two fundamental
premises. First, retaining Kuznets’s emphasis on the importance of economic growth
in generating demographic transitions between existing and new distributional arrays,
we argue that a “constant drive toward inequality” results after replacing a Schum-
peterian notion of “creative destruction” for the dualistic assumptions in Kuznets’s
model. Second, while Kuznets devoted considerable attention to the impact of insti-
tutions on distributional outcomes, we argue that institutions should be understood
as relational and global mechanisms of regulation, operating within countries while
simultaneously shaping interactions and flows between nations. The article argues that
economic growth, unfolding through institutions embedded in time and space, pro-
duces a constant drive towards inequality that results in a multiple and overlapping
matrix of distributional arrays, an overall income distribution (e.g., within and between
countries) that is both systemic and historical.

General interest in patterns of inequality has grown significantly over
the last decade, due in large part to public concerns and debates about
the distribution of winners and losers, within and between nations,
over the course of “globalization.” Addressing this interest, the main
purpose of this article is to advance a promising theoretical approach for
better understanding the relationship between inequality and economic
growth.

The theoretical framework developed in this article draws significantly
from the work of Simon Kuznets (1955). Nearly fifty years ago, Kuznets
advanced one of the most influential hypotheses in the contemporary
social sciences: in countries experiencing a transition to moderniza-
tion, inequality was most likely to rise in the initial stages of the
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transition, but this inequality eventually would level off and thereafter
decline. Beyond its impact in social science research, the “inverted-
U curve” hypothesis came to be used often by policy-makers around
the world when seeking to urge patience from constituents whenever
economic or political transitions appeared to generate social costs.
More recently, researchers have criticized Kuznets’s model, and by
the early 2000s, many academic studies and policy assessments concur
that the “Kuznets hypothesis” fails to capture the crucial elements char-
acterizing new patterns in the relationship between economic growth
and inequality. However, after criticizing the Kuznets hypothesis, the
social sciences currently provide little by way of an alternative the-
oretical framework from which to assess past and current trends in
inequality.

This article begins outlining a promising alternative approach to the
study of the relationship between economic growth and income in-
equality. We argue here that, while observed trends in inequality indeed
challenge the overall framework of the Kuznets hypothesis, his original
contribution did effectively capture two dimensions of the impact of
economic growth that can be used to provide a productive foundation
for better understanding both historical and recent trends in inequal-
ity. First, processes of economic growth are fundamental because such
growth generally entails demographic transitions between existing and
new areas of production, and these transitions have compositional ef-
fects on income distribution. Second, the distributional character of
these transitions is shaped by the impact of institutions and collec-
tive social forces on power arrangements. To rescue these two dimen-
sions, and to begin building an alternative approach to the study of the
relationship between economic growth and inequality, we drastically
recast the substantive arguments advanced by Kuznets on the char-
acter of transitions by shifting two fundamental premises: (a) whereas
Kuznets framed transitions within a modernization paradigm, we argue
that trends in inequality can be explained more effectively by framing
transitions within a more Schumpeterian paradigm of capitalism as
creative destruction (or unbalanced growth); (b) we recast Kuznets’s
emphasis on the within-country distributional impact of institutional
arrangements by considering as well the impact of such arrangements
on inequalities between nations.

Before outlining this alternative theoretical framework, the first sec-
tion of this article briefly outlines Kuznets’s inverted-U curve hypoth-
esis, emphasizing his focus on the compositional effects of transitions,
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and reviewing the impact Kuznets had on social science studies of
inequality. Next, we review the evidence about patterns of inequality
that in the last two decades have been used to challenge the tradi-
tional Kuznets’s hypothesis. The third section of the article reformu-
lates Kuznets’s model by replacing his modernization framework with
a more Schumpeterian emphasis on economic growth as driven by pro-
cesses of creative destruction, and by shifting the relevant boundaries of
institutional arrangements from individual nation-states to the world as
a whole. In the end, we argue that such a reformulation provides a more
productive standpoint from which to assess past and current trends in
inequality.

Kuznets’s “inverted U-curve” hypothesis

In the 1950s, Simon Kuznets formulated the single most important
contribution to the study of inequality in the last half of the twenti-
eth century –what became know as the “inverted U-curve” hypothesis.
Kuznets (1955) argued that inequality within nations rises in the early
stages of economic growth, becomes more pronounced at intermediate
levels of development, and decreases thereafter as countries become
wealthy. What started as a provocative yet speculative argument be-
came, in the thirty years following its 1955 publication, one of the
most significant and consequential propositions in social science re-
search and economic policy-making. Kuznets’s hypothesis shifted the
framing of income inequality as a social problem to the examination
of size distributions, spurred worldwide efforts to collect relevant in-
come data, created a prolific program of research, and helped frame key
issues in economic policy-making. So ascendant were Kuznets’s argu-
ments that the U-curve hypothesis became paradigmatic of inequality
theorizing during the last half of the twentieth century (Moran 2005).

Kuznets’s central purpose was to establish the character and causes of
secular trends in the size distribution of income, and specifically to
question whether income inequality increases or decreases during the
process of economic growth. Kuznets began by examining tentative
empirical evidence available at the time. Using historical distribution
data within the United States, England, and Germany, Kuznets found
that inequality was characterized by long-term stability, before begin-
ning to decline starting at least around 1920 (and probably since the
period before World War I). This trend was accompanied by signifi-
cant increases in real income per capita. Thus, he concluded that, at
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advanced stages of economic development, inequality first leveled off
then began to decline as these economies continued to expand.

Kuznets (1955:7) was somewhat surprised by these findings, for “a
long-term constancy, let alone reduction, of inequality . . . is a puzzle.”
More specifically, he wondered how two developmental processes that
economists long assumed to be fundamentally inegalitarian – the con-
centration of savings at the top of the income distribution, and the
simultaneous intersectoral shift from agricultural to industry – could
result in converging incomes. After summarizing the prevailing think-
ing on the former, Kuznets delved more analytically into the latter part
of the puzzle. Through a simple mathematical exercise conducted on
a stylized, dual sector economy (one split into agricultural and non-
agricultural sectors, with higher overall incomes in the latter), Kuznets
suggested that the observed trajectory of inequality was the effect of
a compositional effect resulting from population shifts from rural to
urban areas.

In other words, Kuznets explained the ascending component of the U-
curve – where inequality widens in the early stages of growth – as a
consequence of demographic shifts in national populations from rural/
agricultural to urban/industrialized production. In his stylized “numer-
ical illustration,” replicated here in Table 1, Kuznets examines differ-
ent configurations of sectoral income and dispersion as the population
shifts over time.1 In each instance, the gradual shift in intersectoral
population from agricultural into industry first results in increasing in-
equality (as expected) until a certain threshold is reached and the trend
reverses (as he observed).

Figure 1 illustrates the process at hand. The “modern” array might in
effect have lower levels of inequality than the “traditional” array, but
the composition effects of the transition from one to the other serve to
enhance inequality and broaden the gap between the upper and lower
bounds of the overall distribution. This compositional effect provided
the basis for explaining why inequality increased with economic growth
during the early stages of development, and led to the view that there
was an “inevitable” trade-off between growth-equity, as many authors
would come to interpret the “Kuznets process.”

If the nature of sectoral imbalances leads to widening inequality as pop-
ulation shifts from rural to urban production, what causes the reversal of
this trend? Kuznets’s answer was rooted in (a) compositional effects;
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Table 1. Kuznets’s “numerical illustration” showing rising inequality with economic
growth.

Proportion of population in agricultural sector

0.8 0.7 0.6 0.5 0.4 0.3 0.2

Scenario I
Per capita income of ag.

sector = 50
Per capita income of

non-ag. sector = 100
Per capita income of total

population
60.0 65.0 70.0 75.0 80.0 85.0 90.0

Assuming Moderate Inequality in Both Sectors

Share of poorest quintile 10.5 9.9 9.6 9.3 9.4 9.8 10.2
Share of richest quintile 34.2 35.8 35.7 34.7 33.2 31.9 30.4
Range 23.7 25.9 26.1 25.3 23.9 22.1 20.2

Gini Index 0.235 0.250 0.255 0.253 0.244 0.230 0.212

Assuming High Inequality in Both Sectors

Share of poorest quintile 3.8 3.8 3.7 3.7 3.8 3.8 3.9
Share of richest quintile 40.7 41.9 42.9 42.7 41.5 40.2 38.7
Range 36.8 38.1 39.1 39.0 37.8 36.4 34.8

Gini Index 0.375 0.385 0.388 0.387 0.381 0.372 0.360

Assuming Moderate Inequality in Ag.; High in Non-Ag.

Share of poorest quintile 9.3 8.3 7.4 6.7 6.0 5.4 4.9
Share of richest quintile 37.7 41.0 42.9 42.7 41.5 40.2 38.7
Range 28.3 32.7 35.4 36.0 35.5 34.8 33.8

Gini Index 0.279 0.313 0.335 0.349 0.355 0.355 0.351

Scenario II

Per capita income of ag.
sector = 50

Per capita income of
non-ag. sector = 200

Per capita income of total
population

80.0 95.0 110.0 125.0 140.0 155.0 170.0

Assuming Moderate Inequality in Both Sectors

Share of poorest quintile 7.9 6.8 6.1 5.6 5.4 5.4 5.9
Share of richest quintile 50.0 49.1 45.5 41.6 38.0 35.0 32.2
Range 42.1 42.3 39.4 36.0 32.6 29.6 26.3

Gini Index 0.383 0.405 0.402 0.383 0.351 0.312 0.267

(Continued on next page)
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Table 1. (Continued )

Proportion of population in agricultural sector

0.8 0.7 0.6 0.5 0.4 0.3 0.2

Assuming High Inequality in Both Sectors

Share of poorest quintile 3.1 2.9 2.7 2.6 2.6 2.7 3.1
Share of richest quintile 52.7 56.0 54.5 51.2 47.4 44.1 40.9
Range 49.6 53.1 51.8 48.6 44.8 41.4 37.9

Gini Index 0.481 0.497 0.495 0.481 0.459 0.432 0.401

Assuming Moderate Ineq. in Ag.; High in Non-Ag.
Share of poorest quintile 7.4 6.2 5.4 4.7 4.2 3.9 3.8
Share of richest quintile 51.6 56.0 54.6 51.2 47.4 44.1 40.9
Range 44.2 49.8 49.2 46.5 43.2 40.2 37.2

Gini Index 0.412 0.451 0.464 0.461 0.447 0.425 0.398

Source: Kuznets (1955), Table 1; Gini indices from author’s calculations.
Comment: This is a replication of the mathematical exercise Kuznets used to derive
the inverted U-curve shape of growth-equity relationship. As the population gradually
moves from the agricultural sector to the industrial sector (i.e., as you move left to
right across the chart), inequality, as measured by either the range or the Gini index,
first increases and then decreases. This is true in both scenarios Kuznets developed
(scenario II has a wider initial income gap) and for all three intersectoral inequality
assumptions.

and (b) institutional transformations resulting from the political and
sociological dynamics of the production process. The compositional
effects involve transcending a threshold in the relative distribution of
the population between rural and urban areas. But Kuznets also em-
phasized some institutional features of an urban economy. Kuznets
(1955: 17) argued that “the major offset to the widening inequality . . .
must have been a rise in the income share of the lower groups within the
nonagricultural sector of the population.” This is accomplished through
the institutional and political changes inherent in “the dynamism of a
growing and free economic society.” These changes involve shifts in the
economic and political expectations regarding the “long-term utility of
wide income inequalities,” the growth of a “native” urban population
“more able to take advantage of the possibilities of city life in prepara-
tion for the economic struggle,” and the growing political power of this
group leading to protective and supporting legislation (Kuznets 1955:
9–17). In other words, the dislocating effects of the industrial revo-
lution eventually give way to social and political organization among
lower strata, ultimately leading these groups into greater absolute and
relative economic shares.
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Comment: This is a stylized depiction of the intersectoral composition found by Kuznets. ini-
tially, when production processes are centered around agriculture, the “traditional” income
distribution array prevails. During industrialization, a “modern” array gradually emerges; and
as this transition takes place, overall inequality between groups (represented in this figure by the
vertical distance between the stylized groups) becomes more pronounced. When the “modern”
array becomes prevalent, groups that were lagging in the transition phase “catch-up,” leading
overall inequality to decline.

Figure 1. Kuznets’s intersectoral composition effect.

The clear formulation, broad theoretical fit, and intuitive appeal of
Kuznets’s arguments led to a growing popularity of the inverted U-
curve hypothesis across the social sciences and international policy-
making communities until it came to “acquire . . . the force of economic
law” (Robinson 1976:437; see also Srinivasan 1977).2 Throughout the
1960s and 1970s, in nearly every data set and for nearly every time
period, high-income countries showed the lowest levels of inequality,
while middle-income countries had levels of inequality considerably
greater than either high- or low-income nations. When levels of eco-
nomic development were plotted on the horizontal axis against levels
of inequality on the vertical, the resultant shape was a clear inverted-
U, with the fitted regression function invariably revealing a negative,
statistically significant quadratic term. Although the shortcomings of
cross-national data were acknowledged at the time, and most observers
recognized a degree of scatter around the curve, scholars proceeded to
infer from such cross-sectional snapshots that modernizing and mod-
ernized countries forming the cross-sectional inverted U-shape got to
their positions by following an inverted U-trajectory over time.
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For scholars, the hypothesis spawned hundreds of studies across the
social sciences assessing the relative weight of different independent
variables in explaining the presence of the inverted U-curve pattern.
For example, one line of interpretation followed some of the arguments
advanced by Kuznets in his original contribution and emphasized the
importance of shifts in the relative weight of modern and traditional
sectors as embodied in productivity levels, population growth, and the
sectoral distribution of the labor force (most notably, Ahlwalia 1976;
Crenshaw 1992; Gupta and Singh 1984; Kuznets 1963; Paukert 1973;
Robinson 1976; Weede and Tiefenbach 1981). Others sought to ex-
plain inequality patterns as caused by social and political variables
such as differential access to education (e.g., Adelman and Morris
1973; Ahluwalia 1976a; Chenery and Syrquin 1975; Meyer 1977;
Milner 1987; Simpson 1990; Teachman 1983; but disputed by authors
such as Crenshaw 1992). Another line of interpretation emphasized
the importance of non-democratic forms of political rule in promot-
ing greater inequality (e.g., Cutright 1967; Lenski 1966; Muller 1985,
1988, 1989; Simpson 1990; Stewart 1978; although challenged by
Bollen and Jackman 1985; Crenshaw 1992; Jackman 1974; Rubinson
and Quinlan 1977; Weede 1982; Weede and Tiefenbach 1981). Fi-
nally, some argued that inequality was caused by economic dependency
(e.g., Bollen and Jackman 1985; Bornschier 1983; Bornschier and
Ballmer-Cao 1979; Bornschier and Chase-Dunn 1985; Chase-Dunn
1975; Evans and Timberlake 1980; Rubinson 1976; although disputed
as a significant variable by Crenshaw 1992; Firebaugh 1992; Simpson
1990; Weede 1980; Weede and Kummer 1985; Weede and Tiefenbach
1981).

The broader popularity of the inverted U-curve hypothesis was also
grounded in the politics of the international policy-making arena of the
developmentalist era. For example, for policy-makers implementing
contentious development strategies in middle and low-income nations,
the long-run predictions of the “inverted U-curve” hypothesis often
helped to justify rising inequality as a short-term effect of economic
growth. From such a perspective, “the dynamism of a growing and
free economic society” (Kuznets 1955:9) would eventually lead to
a more egalitarian distribution of resources in countries undergoing
modernization.

We should note that the deployment of Kuznets’s hypothesis in social
science research and by economic policy-makers generally glossed over
the careful qualifications with which Kuznets himself had advanced his
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arguments. Indeed, Kuznets openly acknowledged that his hypothesis
was constructed on the basis of sparse empirical data, simplistic math-
ematical extrapolation, and pure theoretical speculation. Such caveats
were rapidly disguised as the hypothesis became coated in the opti-
mistic certitude that generally accompanies the construction of devel-
opmental panaceas.

The hypothesis unraveled

The general consensus that led to the ascendancy of Kuznets’s hypoth-
esis in the 1960s and 1970s began to be challenged in the 1980s but
became unraveled in the 1990s, when the study of newly available and
more complete longitudinal and cross-national inequality data led to
a dramatic challenge to the prevalent assessment of the inverted U-
curve hypothesis.3 In particular, the latest data reveal the U-curve to be
what can be called an “empirical mirage” –a sort of self-contradictory
pattern whereby the U-curve is able to maintain its curvilinear shape
cross-sectionally while over time few countries have actually expe-
rienced the growth-equity trajectory of rising then falling inequality
predicted by Kuznets’s hypothesis. A short glance at the Deininger and
Squire (1996) dataset demonstrates how the U-curve pattern is at the
same time both clear and ambiguous.

Figure 2 plots the average Gini index and average Gross National
Product (per capita) for a sample of 45 countries divided into three
income groups for the periods circa 1970 and circa 1990.4 Low-
income countries are on average experiencing declining levels of in-
equality, middle-income countries remain essentially unchanged, and
high-income countries are experiencing rising levels of inequality on
average. Thus, the U-curve retains its cross-sectional shape over the
twenty-year period while simultaneously patterns of changing inequal-
ity move in precisely the opposite direction than the one predicted by the
hypothesis. What is shifting through time, then, are not the individual
countries along the path of the U-curve, but the entire U-curve itself.

The majority of cross-national studies analyzing the latest data find
no simple, systematic relationship –U-shaped or otherwise– between
average income levels and/or subsequent growth and changes in income
inequality for nations on average (Anand and Kanbur 1993; Bruno,
Ravallion, and Squire 1998; Deininger and Squire 1996, 1998; Kim
1997; Li, Squire and Zau 1998; Lipton 1997; Ram 1997; Ravallion
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Figure 2. The inverted U-Curve as Statistical Mirage, circa 1970 to circa 1990.

1995).5 Furthermore, a closer look at Figure 2 reveals two patterns of
world historical change that, in the last half of the twentieth century
particularly, challenge the validity of the inverted U-curve hypothesis to
explain trajectories of income distribution within nations: the “growth
with equity” pattern of East Asia, and the “U-turn” pattern in wealthy
nations.

In the so-called “growth with equity” pattern of East Asia, a number
of low-income countries (with historically low-levels of inequality)
experienced rapid economic growth without significant increases in
inequality (Birdsall, Ross, and Sabot 1997; Fei, Ranis, and Kuo 1979;
Findley and Wellisz 1993). In their explanation of this “East Asian
Miracle,” the World Bank (1993:29) actually finds declining levels of
inequality throughout the region and, noting a challenge to Kuznets,
characterizes this outcome as being “contrary to historical experience
and contemporary evidence in other regions.”

Figure 3 plots trends in inequality for two nations widely considered to
represent the “growth with equity pattern:” South Korea and Taiwan. In
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Figure 3. Inequality Trends for Korea and Taiwan.

the last half of the twentieth century, per capita incomes rose rapidly in
both nations – over 700 percent. Simultaneously, neither nation showed
a significant rise in inequality as measured by the Gini index. With
respect to the inverted U-curve hypothesis, this “growth with equity”
pattern provides evidence that rapid development need not inevitably
and invariably put upward pressure on overall inequality.

It is easy to see how the pattern observed in East Asia diverged from
Kuznets’s expectations regarding rural-urban dualisms. Here, produc-
tivity and per capita incomes in rural sectors rose much faster than
expected, thereby altering the impact of the rural-urban demographic
transition on income distribution.6 For example, in six of the Asian
economies experiencing rapid economic growth during the last half of
the twentieth century – Indonesia, Japan, Korea, Malaysia, Thailand,
and Taiwan – agricultural growth was substantial and highly dynamic.7

Wide adoption of Green Revolution technology, high investments in
rural infrastructure, and limited taxation of agriculture meant that ru-
ral incomes and productivity rose more rapidly in East Asia than in
other regions. Indeed, Fei, Ranis, and Kuo (1979) found that the most
important contribution to Taiwan’s “equity with growth” phenomenon
was a more labor-intensive agricultural output mix, combined with a
tremendous expansion of rural non-agricultural activities. For Ranis
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(1996: 51), Taiwan’s trajectory demonstrated that a shift from agricul-
tural to non-agricultural activities “does not have to entail a shift from a
more equal distribution to a less equal distribution if output mixes and
technologies in the nonagricultural sector are becoming increasingly
labor-intensive, absorbing the poorest and landless farmers.”

Furthermore, among several of these countries, traditionally equitable
land ownership patterns (Indonesia and Thailand) or extensive land
reform (Korea and Taiwan) allowed for widespread ownership of land,
thus raising productivity levels and reducing rural inequalities (Berry
and Cline 1979). There was also a commitment to public investment in
rural infrastructure throughout the region and in agricultural research
and extension services, or at least in striking a more equal balance
between rural and urban public investment. For some countries, such
government policies reflected a concerted “shared growth” approach
to development. For example, the government in Indonesia used rice
and fertilizer price policies to raise rural incomes, and in Malaysia
introduced explicit wealth-sharing programs to improve the lot of ethnic
Malays relative to the better-off ethnic Chinese (World Bank 1993).

In addition to land tenure patterns and modes of state intervention,
Williamson (1991) argues that inequality did not increase in East Asia
because industrialization enhanced the demand for unskilled labor and
was accompanied by a rapid deepening of skills among the working
population. In short, urban-rural income differentials over the demo-
graphic transition described by Kuznets were significantly smaller in
East Asia than in most other developing economies.

This East Asian pattern is highlighted most starkly when contrasted
to the persistent inequality characterizing Latin America. Here, in-
dustrialization and urbanization were accompanied by the exclusion
of the poorest sectors of the population from educational opportu-
nities and steady employment, and a concentration of the gains de-
rived from economic expansion among skilled and organized workers
(Edwards 1995; Korzeniewicz and Smith 2000; Lustig 1995; Morley
1995). Furthermore, as opposed to expanding legislative protection,
recurrent economic recessions since the 1960s have been accompa-
nied by sharp cuts in social spending that eroded the non-wage income
of the poor (Edwards 1995; Rosenthal 1996). Finally, recent analy-
ses indicate that the employment opportunities generated by market
reforms and trade liberalization are widening income gaps between
skilled/educated workers and unskilled/informal workers.
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In Latin America, all these different elements have combined to pro-
duce persistent and often deepening inequality. In terms of the inverted-
U curve hypothesis, the type of dualisms emphasized by Kuznets per-
sisted to a greater extent than elsewhere, with the “rural” distributional
array lagging far behind the “urban” array in productivity and income
levels. The persistence of high levels of inequality rooted in dualism
was further accentuated by the growing importance of a service econ-
omy characterized by lower wages and more unstable employment.
Institutional changes accompanying these shifts served to demobilize
trade unions, weakening the political bargaining power of labor, and
moving governments towards disassembling the limited social welfare
and redistributive programs that had been constructed in the past. Fi-
nally, the type of unbalanced growth experienced more recently has
accentuated differentials between the skilled and unskilled. In Latin
America, the outcome has been the persistence and even deepening
of high levels of inequality. As indicated by Williamson (1991: 10),
“the initial Latin inequality may [have] create[d] a path-dependent ine-
galitarian regime throughout the Latin industrial revolution, just as
the initial East Asian equality may [have] create[d] a path-dependent
egalitarian regime throughout the East Asian industrial revolution.”

The second world-historical pattern at odds with inverted U-curve ex-
pectations has been called the “great U-turn,” whereby after long peri-
ods of converging incomes, several wealthy nations have experienced
a significant resurgence in inequalities (Aghion 1998; Atkinson 1995;
Danziger and Gottschalk 1993; Freeman 1997; Galbraith and Berner
2001; Goodman 1997; Papadimitriou and Wolff 1993; Ryscavage 1999;
Smeeding 2002).8 Figure 4 plots this U-turn for two nations experienc-
ing this resurgence in inequality – the United States and the United
Kingdom.

After a period where it declined or remained about the same, income
inequality in the United States began to increase after 1978, while in
the United Kingdom it rose after 1980. In the case of the United States,
there is a vast literature on rising inequality, summarized in Figure 5.
Illustrating the arguments being advanced across wealthy nations more
broadly, the overarching characteristic of this literature is its emphasis
on the various socioeconomic processes – usually considered under the
label “globalization” – explaining the earnings portion of the equation.
More specifically, the literature focuses on the changing location and
dynamics of industrial production – economic restructuring, changing
terms of trade, skill-based technological transformations, increasing
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Figure 4. Inequality trends for the United States and United Kingdom.

returns to skill and education, declining unionization, international
competition (deindustrialization), minimum wage erosion, and immi-
gration. The conventional argument is that the combined impact of
these changes leads to a bifurcated earnings distribution: falling (or
at least stagnating) wages at the bottom combine with rapidly rising
wages at the very top, and this bifurcation acts as the driving force be-
hind rising income inequality between households (Bennett Harrison
and Barry Bluestone 1982, 1988; Plotnick et al. 2000).

According to the bifurcation argument, shifting patterns in the loca-
tion of industrial production and the composition of international trade,
and more broadly the dynamics of technological change, have resulted
in the “deindustrialization” of wealthy countries and the simultaneous
rise of a “new” economy in which high value information and tech-
nological services replace high volume manufacturing as the leading
economic sector. This shift in leading sectors (or deindustrialization)
has drastically altered the relative demand for and supply of skilled
and unskilled workers, generating downward pressures on the wages
of the unskilled, while dramatically increasing returns to the skilled
(Acemoglu 2000, Berman, Bound, and Griliches 1994; Bound and
Johnson 1992; Katz and Autor 2000; Katz and Murphy1992; Katz,
Lawrence, Murphy 1992; Murphy and Welch 1992). The vast major-
ity of inequality research in the United States over the last ten years
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incorporates this framework, focusing either on changes in the struc-
ture of the labor market and subsequent returns to human capital, or the
institutional mechanisms that may ameliorate (or not) these changes.

We should note that the same structural changes and technological de-
velopments have led to much smaller increases, or even no change, in
much of continental Europe (Acemoglu 2002). Observers of these con-
trasting outcomes emphasize that the relative supply of skilled workers
increased faster in Europe (thereby constraining the rise of returns
to the skilled); that European labor policies institutions mitigated the
tendency toward increasing wage inequality; and that technological
change has been less skill-biased in Europe (Freeman and Katz 1995;
Nickell and Bell 1996).

There is an additional strand of the high-income country inequality lit-
erature that focuses on the effects of wage-setting institutions as shap-
ing the relative labor supply/demand effects on inequality. In one sce-
nario, most often associated with the United States and Great Britain,
scholars have focused on the weakening of unions (Freeman 1993), the
erosion of the real value of the minimum wage (Freeman 1996), and
tax and transfer programs (Gramlich, Kasten, and Sammartino 1993;
Feenberg and Poterba 1992; Moffitt 1990). In the alternative scenario,
associated with much of the rest of Europe, wage-setting institutions
act to override competitive forces in the type of evolution of income
associated with higher inequality (Acemoglu 2002; Blau and Kahn
1996).9 To some extent, this strand of explanation highlights a division
in the scholarship of inequality in developed countries: whereby the
earnings distribution in the United States and Great Britain are usually
analyzed within the realm of markets, and wages in the rest of the de-
veloped countries are considered to be determined to a greater extent
by wage-setting institutions (Blau and Kahn 1996).

Regardless, this “great U-turn” of inequality in high-income nations
has been interpreted as further undermining the validity of the Kuznets
hypothesis to understanding patterns and trajectories of inequality at
the end of the twentieth century. Together with the “growth with equity”
pattern in East Asia, these trajectories have been understood to signif-
icantly undercut the usefulness of the inverted-U curve hypothesis in
the analysis of within-country inequalities.

Paradoxically, while the Kuznets hypothesis has been challenged re-
cently by studies focusing on within-country inequalities, some authors
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have sought to extend the inverted U-curve hypothesis to interpret
changing patterns of inequality between nations. For example, Rati
Ram (1989) indicated, without discussing in detail the mechanisms
at hand beyond highlighting the dualism at work within the world-
economy, that

[t]he basic postulate of Kuznets’ U-hypothesis is also likely to be applicable
to the course of intercountry (“world”) inequality in a growing world system.
Therefore, in a world system that is experiencing more or less secular eco-
nomic growth of the kind observed since World War II, intercountry income
inequality may at first be expected to increase and then, after some “turning
point,” may be predicted to decline.

Firebaugh (2003) has recently advanced a similar interpretation. After
indicating that income inequalities between nations declined after the
mid-twentieth century (following their long-term rise over the two prior
centuries), he seeks to explain the apparent inverted U-curve by drawing
on Kuznets. Hence, Firebaugh (2003: 190) attributes much of the rise in
between-country inequality to the differential rates of industrialization
in wealthy and poor nations.

As industrialization took root first in the initially richer nations, the rich
became richer and inequality shot up across nations. Now, as industrializa-
tion is spreading to poorer nations, poor regions are reaping the benefits of
industrial growth, and inequality is declining across nations. In other words,
the trajectory of between-nation income inequality over the course of global
industrialization is tracing a Kuznets curve.

All empirical studies of between-country inequality show a pronounced
and sustained long-term rise in such inequality for the nineteenth cen-
tury and the first part of the twentieth century; most agree that inequality
between countries is comparatively higher than most observed distribu-
tions (e.g., inequality within countries); and there is a consensus that
inequality between nations accounts for the largest share of overall
inequality.10 On the other hand, there is contention over whether these
inequalities continued to grow or declined in the latter part of the twen-
tieth century. The greatest emphasis on the declining importance of
between-country inequalities can be found in Firebaugh (2003); while
Bourguignon and Morrison (2002) indicate a very slow increase in
such inequalities; and Korzeniewicz and Moran (1997) and Milanovic
(ND and 2003) have emphasized a continued growth of these inequal-
ities in the late 1980s and early 1990s.11 Most studies showing a late
twentieth-century decline in income inequalities between nations (e.g.,
Firebaugh 2003) tend to use national income data adjusted by Purchas-
ing Power Parities (PPP), while studies relying on exchange rate (FX)-
based data (e.g., Korzeniewicz and Moran 1997) show greater increases
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in inequality.12 PPP-based data increase the national income of poorer
nations (particularly China),13 thereby magnifying the rise of inequality
of the nineteenth and early twentieth centuries and showing a decline in
the late twentieth century, while FX-based data show a smaller increase
in inequality in the earlier period, starting from a higher rate, and a less
dramatic decline in the late twentieth century (see Figure 6 below).14

But regardless of the direction of these trends over the recent past
decades, we should note that efforts to use Kuznets to explain trends
in inequality between countries are problematic. In this sense, however
appealing we find the notion of a single gap in rates of industrializa-
tion, we should be careful about simplistic generalizations. After all,
the past two hundred years have been characterized by the constant
embrace of new panaceas for promoting development in poor coun-
tries. In the 1930s and 1940s, social science analysts and policy-makers
emphasized market failures and the importance of promoting effective
state regulation as a means for attaining and guiding sufficient capital
investments to promote industrialization. After the 1950s, there was a
growing emphasis on human capital deficits and low rural productivity
as explanations of persistent gaps, and supranational agencies and na-
tional planners directed resources to address these deficits. In the 1980s,

Figure 6. Historical trends in between-country inequality: 1820–1995.
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the policy pendulum swung again against regulation, to emphasize the
importance of adopting free market policies to promote growth. In the
1990s, while maintaining such an emphasis on the need for structural
market reforms, there was a renewed effort to take into account the
broader social context of development by emphasizing deficits in so-
cial capital as key to institutional constraints undermining efficiency
and transparency in market transactions.

In each of the periods mentioned above, analysts have found it easy
to identify national models of effective development that supposedly
embodied a more virtuous strategy of growth. The Soviet Union in
the 1940s, Yugoslavia and Brazil in the 1960s, or South Korea and
Taiwan in the 1980s, each and all represented shining examples of
effective growth in their moment, despite the reservations and vari-
ous bottlenecks with which they were identified in retrospect soon af-
ter. Policy-makers in supranational agencies and national governments
have readily embraced each of the models and the inherent panaceas
(e.g., a combination of planning and markets in the 1960s, free trade
in the 1980s) in an effort to reduce the gap between wealthy and poor
nations. However, whatever strategies seemed to be successful at any
particular point in time, they generally became “dysfunctional” only
years after being heralded as exemplary models of development, failing
to reproduce successful growth in other instances of replication. His-
torical patterns hence suggest that rather than being characterized by a
smooth path towards development, trajectories towards sustained, high
rates of growth have tended to be highly discontinuous, in which few
nations were successful in identifying innovative paths of development,
and as soon as efforts were made to replicate such strategies, they ceased
to reap for others the benefits that originally had characterized them.

Finally, regardless of interpretations about most recent trends, what is
most striking about inequalities between nations is their pronounced
and sustained increase as far back as data are available (surely since
the early nineteenth century, probably since the sixteenth century).
Whether measured through PPP- or FX-based data, the distribution of
income among nations is far more unequal than it is within any single
nation for which data are available.

Theorizing the relationship between economic growth and inequality

Faced with seemingly overwhelming evidence contradicting the in-
verted U-curve expectations, most authors have chosen to dismiss



296

Kuznets’s original formulation as a brave but failed effort to extrapolate
general trends in development from a limited sample of countries, for
a limited time period. As Gustav Ranis (1996:50) declares, “[a]s I read
the evidence, it suggests that it is time to give a decent burial to that
famous ‘law’, which was actually advanced not by Kuznets, who was
much too cautious, but by Kuznetsians, who were not.” Deininger and
Squire (1998:261) conclude that in countries where a significant linear
trend in inequality can be detected, “it contradicts the Kuznets hypoth-
esis almost as often as confirming it.” In the New York Times, Gary
Fields argues, “the Kuznets’s curve is neither a law nor even a central
tendency. The pattern is that there is no pattern” (Krueger 2002). And
Rodrik (1998) simply states, “The Kuznets curve is fiction.” Thus over
time, the popularity of the “inverted U-curve” hypothesis has followed
its own inverted U-path, rapidly rising in popularity for several decades
after its initial formulation, but then entering its own decline over the
last two decades (Moran 2005).

Kuznets himself, however, might not have been surprised by such dis-
crepancies in the actual patterns of change in growth and inequality. He
openly warned that appropriate longitudinal data to test his hypothesis
were not available at the time, indicated that “preliminary observations
are useful provided it is recognized that we are at a relatively early
stage in a long process of interplay among tentative summaries of ev-
idence, preliminary hypotheses, and searches for additional evidence
that might lead to reformulation and revisions,” and emphasized that
his observations were “perhaps 5 percent empirical information and 95
percent speculation, some of it possibly tainted by wishful thinking.”
In particular, he would have been less surprised by the experience in
low- and middle-income countries. After all, in the very same con-
tribution from which scholars and policy-makers derived the inverted
U-curve hypothesis as an “iron law” of development, Kuznets (1955:
26) warned that

[b]ecause they may have proved favorable in the past, it is dangerous to
argue that completely free markets, lack of penalties implicit in progressive
taxation, and the like are indispensable for the economic growth of the now
underdeveloped countries. Under present conditions the result may be quite
the opposite – withdrawal of accumulated assets to relatively safe channels,
either by flight abroad or into real estate; and the inability of governments
to serve as basic agents in the kind of capital formation that is indispensable
to economic growth.

But contrary to the simple dismissal of the U-curve hypothesis that
can be found in much of the recent literature, we argue that a more
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productive theoretical framework can be formulated by recasting
Kuznets’s original contribution, altering its reliance on a modernization
framework, to construct instead (in fact following Kuznets’s own spirit)
a historically grounded interpretation of the relationship between in-
come inequality and capitalistic growth. Such an interpretation, we con-
tend, can provide productive insights into the discrepancies now used
to dismiss the original hypothesis, and help advance a more complex
macro-theoretical argument regarding the impact of world-economic
transitions on trends in inequality.

More specifically, two crucial insights in Kuznets’s original formula-
tion can be rescued to construct such a historically grounded inter-
pretation of the relation between income inequality and capitalism.
First, economic growth has a significant impact on inequality because
such growth entails demographic transitions between existing and new
areas of production; these transitions have the compositional effects
on income distribution reviewed in the first section of this article.
Second, the distributional characteristics of any given set of arrange-
ments (e.g., in Kuznets’s original formulation, urban versus rural) are
shaped by the impact of institutions and collective social forces on
power arrangements.

Demographic transitions and the “constant drive toward inequality”

Theories bear the imprint of the times in which they are constructed.
Formulated when capitalist development was assumed to be concomi-
tant with industrialization, and industrialization was conceived as the
highest stage of such development, Kuznets’s hypothesis on the rela-
tion between capitalist development and inequality assumed that this
relationship took place within a single transition of individual nations
(from the production of raw materials to the production of manufac-
tures, or from rural to urban societies, or from traditional to modern
arrangements). Both the demographic transition and the institutional
transformations that were predicted to follow were assumed by Kuznets
to be embedded within this universal process of national transitions to
modernity. Modernization, then, entailed a nationally-based transfor-
mation (i.e., nations constituted the appropriate unit of analysis), and
a singular, universal transition between two distinct distributional ar-
rays (rural and urban) (some recent authors, such as Firebaugh 2003,
continue to share this “modernization” paradigm).

But there are important alternative ways of understanding capitalism. In
a key and influential contribution, Schumpeter suggests that instead of
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a single transition from one state of equilibrium to another, we should
conceive of capitalism as entailing continuous transformation.15 For
Schumpeter (1942: 82-3),

[C]apitalism is by nature a form or method of economic change and not
only never is but never can be stationary. The opening up of new markets,
foreign or domestic, and the organizational development from the craft shop
and factory to such concerns as U.S. Steel illustrate the same process of
industrial mutation – if I may use that biological term – that incessantly
revolutionizes the economic structure from within, incessantly destroying the
old one, incessantly creating a new one. This process of Creative Destruction
is the essential fact about capitalism. It is what capitalism consists in and
what every capitalist concern has got to live in.16

In the Schumpeterian model, the introduction and clustering of inno-
vations disturb existing economic and social arrangements. Over time,
this is the fundamental process driving cycles of prosperity (character-
ized by intense investment in new productive opportunities) and depres-
sion (characterized by the broader absorption of innovative practices
and the elimination of older activities).

In recent decades, Schumpeter’s insights have been influential within a
number of economic growth perspectives.17 Endogenous growth the-
ory, for example, brought renewed attention to the “virtuous cycles”
(e.g., involving investments in human capital or research and develop-
ment) that enhance the ability of wealthy nations to continue to grow
through technological innovations (for various formulations of such ar-
guments, see Aghion and Howitt 1992, 1997; Barro and Sala-I-Martin
1995; Romer 1990). Deploying these insights within a world-systems
approach, Arrighi and Drangel (1986:20) suggest that Schumpeter’s
arguments can be read “as a description of core-periphery relations in
space, instead of a description of A-B phases in time.”

Here, we want to indicate that Schumpeter’s interpretation on the (a)
revolutionary and (b) destructive character of capitalist development
has profound implications for understanding world historical patterns
of inequality. After replacing the “modernization” assumptions of the
original inverted U-curve hypothesis with a Schumpeterian emphasis
on capitalist economic growth as entailing constant “creative destruc-
tion,” any long-term stability (such as assumed by Kuznets) following
the overall transition from the distributional array “traditional” to the
distributional array “modern” can only be expected to be brief. Indeed,
any apparent “span of comparative quiet” (or equilibrium) constitutes
an extraordinary respite from the “discrete rushes” of transformation
that characterize capitalism over time.
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In other words, if, indeed, capitalism and economic growth involve
“incessantly revolutioniz[ing] the economic structure from within, in-
cessantly destroying the old one, incessantly creating a new one,” we
should substantially revise our depiction of the pattern of demographic
transitions between distributional arrays that is most likely to prevail.
Rather than a single and fundamental transition between two distinct
distributional arrays, we should expect capitalism and economic growth
to result in multiple and overlapping demographic transitions between
many distributional arrays that never cease to emerge anew, prevail
for a time, and eventually be left behind. Rather than conceptualizing
capitalistic growth as proceeding toward a terminal equilibrium, the
“modernization” endpoint expected by Kuznets, we can expect a dis-
tributional array “modern” to itself be displaced eventually by a new
distributional array “emerging,” and so forth, generating ever-changing
distributional arrays via multiple and overlapping transitions – a pro-
cess we might characterize as a “constant drive toward inequality.”18

Table 2 illustrates this pattern.

To the extent that Schumpeter’s version of “creative destruction” accu-
rately captures key features of capitalism, capitalist economic growth
entails the continuing prevalence of the compositional effects that re-
sult from constantly shifting populations across distributional arrays
(see Figure 7). In this sense, to the extent that an “emerging” array
is characterized by higher income levels of its participants (relative
to previous arrays), processes of demographic transition between such
arrays produce a “constant drive toward inequality,” even if (as empha-
sized by Kuznets) the distribution within “emerging” arrays are more
egalitarian than that of preceding arrays. Capturing such outcomes,
however, requires observers to focus not on states of equilibrium, but
on processes of change.

Retaining Kuznets’s emphasis on the importance of economic growth
in generating demographic transitions between existing and new dis-
tributional arrays, we argue that, if anything, a “constant drive toward
inequality” results after replacing a Schumpeterian notion of “creative
destruction” for the dualistic assumptions in Kuznets’s model.19 Other
scholars have noted that capitalism in the late twentieth century, as
opposed to the period around World War II and its aftermath, involves
patterns of growth (e.g., according to Galbraith (2001), the expansion
of “producers of knowledge goods”) that result in greater wage dif-
ferentials between the skilled and unskilled, as well as greater income
differentials between nations (for parallel arguments, see also Howitt
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Table 2. Kuznets’s exercise under three sector transitions

Proportion of population in traditional/modern/emerging sectors

.8/.2/0 .7/.3/0 .6/.4/0 .5/.5/0 .4/.6/0 .3/.7/0 .2/.7/.1 .1/.7/.2 .05/.65/.3

Scenario I
No growth in incomes

Income pc of total
population

60 65 70 75 80 85 95 105 113

Share of poorest
quintile

3.8 3.8 3.7 3.7 3.8 3.8 3.7 3.7 3.6

Share of richest
quintile

40.7 41.9 42.9 42.7 41.5 40.2 42.0 43.4 45.0

Range 36.9 38.1 39.2 39.0 37.7 36.4 38.3 39.7 41.4
Gini Index 0.375 0.385 0.388 0.387 0.381 0.372 0.394 0.406 0.421

Scenario II
Growth: Traditional sector = 2%

Modern sector =
5% then 4%

Emerging sector =
7%

Income pc of total
population

60 67 75 85 95 106 122 141 158

Share of poorest
quintile

3.8 3.7 3.6 3.5 3.6 3.7 3.6 3.6 3.6

Share of richest
quintile

40.7 42.4 43.9 43.9 42.7 41.3 42.3 43.3 44.7

Range 36.9 38.7 40.3 40.4 39.1 37.6 38.7 39.7 41.1

Gini Index 0.375 0.389 0.396 0.398 0.395 0.386 0.400 0.407 0.420

Note. Assuming moderate inequality in “traditional” and “modern” sectors, high in
“emerging”; initial traditional per capita income = 50, “modern” = 100, “emerging”
= 150.
Comment: Using a similar mathematical exercise to the one deployed by Kuznets, this
chart recasts “modernization” to demonstrate the impact of innovation and ongoing
demographic shifts by employing 3 categories instead of 2. Inequality increases first
as the population transitions into a “modern” sector (as in the inverted U-curve hy-
pothesis), but than rises again as new population shifts result from the rise of a new
“emerging” sector.

2000; Thoenig and Verdier 2003). Such an interpretation of variables
enhancing inequality in the late twentieth century is compatible with
the arguments presented here, but our interpretation can take them
further: indeed, a pattern of “constant drive toward inequality” might
constitutes the key effect of capitalist growth on inequality.20

Indeed, such a “constant drive toward inequality” would help explain
the long-term stability of high levels of inequality among countries
and the constraints on upward mobility faced by nations in the world-
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Figure 7. The constant drive toward inequality.

economy. Historically, policy-makers and business entrepreneurs in
some nations have been able to design innovative strategies of growth
that exploit the rigidities of prevailing economic and institutional ar-
rangements (along similar lines, see Arrighi and Drangel 1986). On
occasion, such innovative strategies have generated sufficient momen-
tum to allow for significant upward mobility in the world-economy of
individual nations (such as Canada or Sweden in the late nineteenth
century, Japan in the 1950s, South Korea in the 1980s and 1990s).
But in the wake of all such successful transitions policy-makers in in-
ternational agencies and in poorer countries have strived to follow on
the track of innovators and catch up with wealthy nations by adopting
whatever panacea seeks to distill the key ingredients of the success
story of the moment. These efforts at diffusion have invariably been
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less successful, as efforts to generalize such strategies end up diluting,
precisely, the innovative character of the original strategies. Further-
more, the very process of innovation, as Schumpeter tells us, serves
to “incessantly destroy” established arrangements, contributing to the
constant relative impoverishment of those areas of the world-economy
in which such arrangements are more prevalent.

Formulating the relationship between economic growth and inequality
in this manner also helps our understanding of the recent increase in
inequality across several wealthy countries (see Figure 4). Although
rising inequality in wealthy countries was indeed difficult to explain
within a modernization paradigm that saw urbanization and industrial-
ization as a final endpoint, this rising inequality can be more elegantly
explained within the type of framework we are proposing here. In-
deed, processes of Schumpeterian innovation have led to technological
changes that have pushed large sectors of the labor force in wealthy
nations out of the type of jobs and social arrangements that Kuznets
envisioned as key to the growing empowerment of labor that would ac-
company urbanization. Deindustrialization and the rise of the service
sector, as emphasized by much of the literature summarized earlier in
Figure 5, can be expected to continue to be accompanied by new pat-
terns of stratification in the labor force. For example, as indicated by
Firebaugh (2003: 193), “[w]e expect the deindustrialization of richer
nations to boost income inequality . . . by moving labor from middle-
income manufacturing work to [a] heterogeneous sector of both low-
and high-paying occupations.” Similar processes of deindustrialization
and rising inequality also appear to be characterizing several middle-
income nations (e.g., in Latin America or Eastern Europe) that have
experienced a similar pattern of industrial decline and growth of new
service sectors (for example, on Uruguay, see Gradı́n and Rossi 2000).

Institutions and distributional arrays

The second crucial insight contained in Kuznets’s original contribution
was that the distributional arrays are shaped by institutions. Indeed, the
“constant drive toward inequality” identified in the previous pages must
be understood as it unfolds within world-historical institutions.

Collective actors and states can have a significant impact in accentuat-
ing or diminishing the constant drive toward inequality by (a) modifying
the extent to which different sectors within a distributional array are
included or excluded from processes of growth; and (b) shaping the
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distribution of the gains and losses that result from such growth. Hence,
the precise manner in which institutional and political processes inter-
vene most effectively varies through time and across place – from tax
and wage-setting policies to strategies that promote or hinder the acqui-
sition of skills among different sectors of the population, to regulating
entry into markets. In this sense, while creative destruction leads to the
constant drive toward inequality identified above, economic growth
takes place within institutional arrangements that have a direct impact
on the distribution of resources among different groups of people.

From the point of view of the argument advanced in this article, for
example, the decline in inequality experienced in several wealthy coun-
tries earlier in the twentieth century can be interpreted to have been to
a large extent the consequence of the introduction of wage-setting in-
stitutions among the countries in question. True, much of the literature
emphasizes the importance of macroeconomic trends that enhanced
the demand for unskilled labor (thereby reducing wage differentials),
unionization or favorable state policies (see, for example, Galbraith
and Berner 2001). But also of crucial importance was the introduction
of restrictive international migration policies that reduced competitive
pressures in national labor markets (e.g., see Williamson 1991), and
provided opportunities for (some but not other) rural populations to
enhance their incomes rapidly by moving to urban areas, thereby con-
tributing further to declines in within-country inequality in wealthier
nations.21

The trend toward declining inequality that characterized wealthy coun-
tries in the mid-twentieth century, the more recent East Asian trajectory
and the current continental European pattern, all provide evidence as to
the impact of institutions in altering the relationship between growth
and inequality.22 The three trajectories all suggest that institutional
arrangements indeed can modify the extent to which different sectors
within a distribution are included or excluded from processes of growth,
thereby ameliorating the “constant drive toward rising inequality” that
might characterize economic growth.

The manner in which institutions intervene most effectively varies from
case to case. In the mid-twentieth century trajectory, restrictive migra-
tion policies had a significant impact in reducing competitive pres-
sures among the unskilled. In East Asia, as we indicated earlier in
the article, intervention aimed at promoting the incorporation of new
technologies into agriculture or facilitating access to new skills by the
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rural population or recent rural migrants. In continental Europe, the
expansion of access to skills and education was accompanied by trade
union and government efforts to restrain wage gaps between the skilled
and unskilled. What all of these instances share in common is that insti-
tutional efforts played a significant role in facilitating the inclusion of
sectors of the population that lagged behind as an outcome of processes
of capitalist innovation and growth.23 Kuznets himself devoted consid-
erable attention to the impact of institutions on distributional outcomes,
and this is an aspect of his original contribution that is worth retaining.

But going beyond Kuznets, who conceptualized these processes as
being nationally bounded, we should also emphasize that institutions
should be understood as relational mechanisms of regulation, oper-
ating within countries while simultaneously shaping interactions and
flows among nations. In this sense, the same institutional mechanisms
through which inequality historically has been reduced within nations
often have accentuated the exclusion from wealthy markets of popula-
tions from poorer countries.24

To use a particularly strong example, the national regulation of inter-
national migration in the late nineteenth and early twentieth centuries
certainly reduced competitive pressures among workers within wealthy
nations, and thereby contributed to the declining phase of income in-
equality observed by Kuznets in his original study. But at the same
time the constraints imposed on international migration accentuated
competitive pressures in labor markets elsewhere in the world, and in
the process eliminated for much of the twentieth century one possible
mechanism for reducing the income gap between countries (i.e., the
transfer of the populations from poor to wealthy nations).25 Over time,
of course, growing income disparities between nations have gener-
ated strong incentives (e.g., drastically lower wages in poor countries)
for “outsourcing” skilled and unskilled jobs to peripheral countries in a
“market bypass” that in effect overcomes twentieth-century constraints
on labor flows.

In this sense, over the long twentieth century, institutional arrange-
ments and market mechanisms generally combined in ways that re-
duced inequality within high income nations, by simultaneously gen-
erating or strengthening constraints that accentuated inequalities be-
tween nations. Clearly such tradeoffs among intra- and inter-country
inequalities are at the root of current tensions and debates about the
future of “globalization.”
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Conclusion

In the middle of the twentieth century, Simon Kuznets provided the
social sciences with a robust interpretation of the relationship between
inequality and economic growth. In a context in which most observers
assumed that economic growth was synonymous with industrialization,
and that all nations were destined to undergo similar transitions to full
modernization, the use of Kuznets in the social sciences and policy-
making provided an optimistic framework for interpreting the evolu-
tion of inequalities within nations. Even if such inequalities showed
evidence of an increase in the early stages of development, according
to this interpretation, inequality would inevitably decline as nations
matured.

Although there always have been scholars who critiqued Kuznets’s in-
terpretation, these challenges became more pronounced over the 1980s
and 1990s. Besides broader criticisms questioning the fit between the
inverted U-curve hypothesis and more recent cross-national and lon-
gitudinal data on inequality, observers have noted that some basic as-
sumptions of the hypothesis appear to be invalidated by the combina-
tion of economic growth and relative equity in East Asia, and by the
resurgence of inequality in key high-income countries. Hence, while a
few scholars continue to stand-by the traditional Kuznets hypothesis,
the broad tendency in the study of the relationship between economic
growth and inequality has been to dismiss the whole of the Kuznets
hypothesis.

In this article we have argued for an alternative position, one that
neither accepts Kuznets uncritically nor dismisses his arguments
altogether. Instead, we highlight two crucial insights in Kuznets’s
original formulation that can be rescued to construct a productive
interpretation of the relationship between income inequality and
economic growth. Economic growth has a significant impact on in-
equality because such growth entails important compositional effects
in the distribution of populations; and distributional arrays are shaped
by the impact of institutions and collective social forces on power
arrangements. However, we argue that these insights should be recast
within a framework that adopts a more Schumpeterian perspective on
processes of economic growth and considers the relational character
of institutional arrangements.

From such a perspective, economic growth, unfolding through institu-
tions embedded in time and space, produces a constant drive towards
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inequality that results in a multiple and overlapping matrix of distribu-
tional arrays, an overall income distribution (e.g., within and among
countries) that is both systemic and historical.26 Hence, the distribu-
tion of income can remain stable while simultaneously changing from
one moment to the next. Wallerstein (2004:22) calls this phenomenon
a “paradox, but not a contradiction,” and the theoretical framework
advanced here helps advance our understanding of it.27

Recasting Kuznets within a more Schumpeterian set of premises pro-
vides a productive standpoint from which to interrogate patterns and
trajectories of inequality. It also undermines optimistic faith about the
inevitable convergence of higher incomes and growing equality. In
place of this optimism, a reconstituted theoretical framework such as
the one advanced in this article raises questions (rather than providing
certain answers) about the extent to which Schumpeterian processes of
“creative destruction” can create wealth without simultaneously pro-
ducing growing gaps between those constituting “leading” and “lag-
ging” sectors of the population (particularly when such populations are
unevenly distributed between wealthy and poor nations).

This uncertainty is extended when considering the relational character
of institutional arrangements. Here again there are no easy answers to
be found regarding the impact of market forces or institutional regu-
lations on markets. Space and time matter. The same market forces or
institutional regulations can have one impact on a particular dimen-
sion (e.g., inequality within wealthy countries) and a different effect
on another (e.g., inequality between countries), and these interactions
themselves generate tensions that lead to change over time. What is
most useful in trying to understand inequality, then, is to trace it as
it unfolds over time and space – that is, to move towards producing a
critical perspective on world historical inequality.

In this sense, we hope this article opens rather than closes areas for
further inquiry. Such a standpoint, while more uncertain, is certainly
preferable to the optimistic complacency that often reigns in the study
of the relationship between economic growth and inequality.
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Notes

1. In his numerical exercise, Kuznets made several important assumptions that would signif-
icantly influence his ultimate conclusions: (1) per capita income is always higher in the
nonagricultural sector; (2) population in the agricultural sector declines over time; and (3)
inequality in the agricultural sector may be as wide, but not wider than in the nonagricultural
sector. Kuznets measured inequality as the range in incomes between the richest and poorest
20 percent of the populations (in Table 1, peak ranges are bold).

2. Examples of some of the more influential contributions from the inverted U-curve literature
during this period are: Adelman and Morris (1973, 1978), Ahluwalia (1974, 1976a and
1976b), Chenery and Syquin (1975), Cutright (1967), Paukert (1973), Robinson (1976),
Rubinson (1976), and Srininvasan (1977).

3. Challenges to the consensus usually took aim at the methodological problems of past re-
search. Thus, for example, Saith (1983:367) notes that “even marginal variations” in avail-
able data sets could lead to the “virtual disappearance” of the U-curve. Others expressed
concern about possible measurement errors resulting from systematic reporting biases in
available income data (e.g., Nugent 1983). Several authors noted that longitudinal argu-
ments (such as Kuznets’s) cannot easily be translated into the analysis of cross-sectional
data (Gagliani 1987; Papanek 1978; Perotti 1983; Saith 1983; Stewart 1978; Sundrum 1990).
For example, while an inverted U-curve might accurately describe the trajectory followed
by the nations included in Kuznets’s longitudinal analysis, and even though such a curve
might also be observed in the cross-national data, most nations could still not undergo such
trajectories of change. As Gagliani (1987:323) points out, “the available cross-sectional
scatter might perfectly fit an increasing 45 degree line while each country is silently moving
along a 45 degree decreasing one.”

4. For analytical purposes, the sample is disaggregated into three income level groups based
on the following criteria. The 11 “low income” nations have GNPPC of 25 percent or less
of world GNPPC (or $600) in 1965. The 12 “high income” countries have 200 percent
or more of world GNPPC (or $5,000) in 1965. The 22 “middle income” countries have
GNPPC between these two figures. These distinctions closely correspond to the categories
commonly used until recently by the World Bank in their annual World Development Re-
ports. To maximize the duration of these time periods, the circa 1970 observation is the
earliest Gini coefficient found in the 1965–1975 period, and the circa 1990 observation
corresponds to the last Gini coefficient found in the 1985-1995 period. Per capita GNP
is measured in constant 1987 $US (logged to maintain proportional differences as per
convention).

5. It should be noted that past researchers also recognized the diversity of growth-equity
relationships, especially within the left-hand portion of the U-curve pattern. Ahluwalia’s
(1974:13), for example, analyzes thirteen developing countries in the 1960s and finds that,
“the scatter suggests considerable diversity of country experience in terms of change in
relative equality . . . there is no strong pattern relating changes in the distribution of income
to the growth of GNP.” We should also note that the existence of a universal inverted U-
curve relationship would have surprised Kuznets himself, who was very cautious about the
likelihood that the institutional trajectories of countries such as England and the United
States would be replicated in the currently underdeveloped countries. In fact, he noted that
outcomes could very well move in the opposite direction of the paths experienced by the
developed countries he studied.
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6. In short, as indicated by Williamson (1991: 24), “[t]he Kuznets curve is most likely to be
absent in those countries who have been most successful in avoiding unbalanced productivity
advance.”

7. Hong Kong and Singapore are two countries within the “East Asian miracle” that almost
entirely lack agricultural sectors.

8. The literature on rising inequality in the developed world generally focuses on distribution
changes in either the United States or Great Britain. Even though income accruing to house-
holds is the preferred unit of analysis, most research focuses on changes in the individual-
level earnings distribution. This is because a) income differences between households is
seen as a much more complex phenomenon involving more than economic, labor-market
factors, and b) earnings are assumed to be the largest component of income for most people.

9. Such regulation is often criticized as introducing undue rigidities in labor markets: for
example, an article in The Economist (October 18–24 2003, 50) complains that “in recent
years, the European social model has proved a strong disincentive to growth and to job
creation. . .; it has deterred foreign investors; and it has kept labour costs uncompetitively
high.”

10. Milanovic (ND: 27), for example, notes that “the current dollar inequality reaches a Gini of
80 (sic) in 1993. . . the highest income or expenditure Gini coefficient ever reported.” In a
detailed combination of within- and between-country data, Milanovic (ND: 34) calculates
inequality between countries to account for roughly two-thirds of overall world inequality
in 1993.

11. Lindert and Williamson (2001) observe rising inequality between nations, but argue that the
forces usually identified as “globalization” have tended to reduce rather than enhance such
inequality.

12. The PPP adjustment of national income data aims at recalculating the estimated volume and
value of the production of goods and services. The basic principle of such an adjustment is
that goods and services are undervalued in poorer countries. The actual process of conducting
such estimates is extremely complicated and expensive, and the collection of the relevant
data has been irregular and fairly infrequent. We examine these issues in great detail in
Korzeniewicz, Stach, Patil, and Moran (2004).

13. Firebaugh (2003: 148) himself notes that “[w]hen China is removed the annual rate of income
growth for LDCs falls to 2.3 percent, which is lower than the growth rate for industrial market
nations – again pointing to the importance of China in determining the direction of the trend
in between-nation income inequality.”

14. Although a detailed discussion of the trends at hand would fall outside the reach of this article,
we should note that the choice of the appropriate indicator (e.g., PPP- versus FX-adjusted
data) should be made on theoretical grounds. For example, if our theoretical interest resides
in relations within the world-economy, such as shifts in the relative command over labor and
resources among nations, PPP-based data might not be the most useful. As indicated in the
late eighteenth century by Adam Smith (1976), “[h]alf an ounce of silver at Canton in China
may command a greater quantity both of labour and of the necessaries and conveniences
of life, than an ounce at London. A commodity, therefore, which sells for half an ounce of
silver at Canton may there be really dearer, of more importance to the man who possess it
there, than a commodity which sells for an ounce at London is to the man who possess it
at London. If a London merchant, however, can buy at Canton for half an ounce of silver,
a commodity which he can afterwards sell at London for an ounce, he gains a hundred
percent by the bargain, just as much as if an ounce of silver was at London exactly of
the same value as at Canton. It is of no importance to him that half an ounce of silver at
Canton would have given him the command of more labour and of a greater quantity of the
necessaries and conveniences of life than an ounce can do at London. An ounce at London
will always give him the command of double the quantity of all these, which half an ounce
could have done there, and this is precisely what he wants.” Additionally, the current mode
of adjusting national income data by PPPs is certainly unwarranted to study historical trends
in inequality, as a single benchmark adjustment is made for contemporary data, and the same
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adjustment is projected back for two hundred years. By this procedure, the relative weight
of the PPP adjustment increases significantly over time (explaining why the rise in world
income inequalities is made more dramatic by the use of PPP data).

15. A similar interpretation, albeit with a different account of the intervening mechanisms at
hand, is advanced more recently by Baumol (2002: viii), who argues that “what differentiates
the prototype capitalist economy most sharply from all other economic systems is free-
market pressures that force firms into a continuing process of innovation, because it becomes
a matter of life and death for many of them. The static efficiency properties that are stressed
by standard welfare economics are emphatically not the most important qualities of capitalist
economies.” For a related perspective, see also North (1981): “[t]he major source of changes
in an economy over time is structural change in the parameters held constant by the economist
– technology, population, property rights, and government control over resources.”

16. Kuznets (1940) was critical in his own review of Schumpeter’s work on business cycles,
indicating doubts about the empirical accuracy of Schumpeter’s account in regard to the
clustering of innovations in cycles. There is a vast literature and extensive debates on the
existence of periodic cycles of innovation, their causes and implications (see, for example,
Aghion and Howitt 1992, 1998; Dinopoulos and Segerstrom 1999; Forbes 2000; Francois
and Lloyd-Ellis 2003; Goldstein 1988; Maddison 1982; Mansfield 1982; Rostow 1978;
Thompson 1990). While these debates are important, whether the type of innovations em-
phasized in this article can be observed in cycles is not central to our arguments regarding
the impact of change on inequality.

17. In fact, Schumpeter has had a tremendous impact across the social sciences. Recently,
his ideas have been incorporated in research ranging from the workings of democracy to
outsourcing and other “globalization” issues. For our purposes here, we are focusing on his
more detailed arguments concerning processes of creative destruction.

18. Among such multiple and overlapping transitions, those characterized by the most unbal-
anced growth are of course most likely a result of rapidly rising inequality (Williamson
1991).

19. This observation reframes the finding of some scholars (e.g., Forbes 2000; Dinopoulos and
Segerstrom 1999) on the positive relationship observed between inequality and subsequent
economic growth.

20. We should note that such a perspective on the character of economic growth is already
fairly common among several approaches in the social sciences. For example, even in his
earlier formulations of a world-systems approach, Wallerstein (1989: 71) emphasized that
the unequal exchange that characterized core and peripheral countries was not necessar-
ily centered on an agricultural/industrial divide: “[w]hat products are exchanged in . . .

‘unequal exchange’ are a function of world technology. If in the sixteenth century, pe-
ripheral Poland traded its wheat for core Holland’s textiles, in the mid-twentieth-century
world, peripheral countries are often textile producers whereas core countries export wheat
as well as electronic equipment. The point is that we should not identify any particular
product with a structural sector of the world-economy but rather observe the wage pat-
terns and margins of profit of particular products at particular moments of time to un-
derstand who does what in the system.” Arrighi and Drangel (1986: 56) explicitly sought
to bring a Schumpeterian emphasis on processes of creative destruction to reconceptu-
alize world economic zones (periphery, semiperiphery and core) and the characteristics
of productive characteristics in each, concluding in fact that “the industrialization of the
semiperiphery and periphery has ultimately been a channel, not of subversion, but of re-
production of the hierarchy of the world-economy.” Partly reflecting Arrighi’s influence in
reformulating this particular aspect of a world-systems approach, Wallerstein (1996) him-
self would later emphasize to a greater extent the impact of processes of “creative destruc-
tion” on product cycles and the spatial organization of production and consumption in the
world-economy.

21. Williamson (1991: 17), for example, argues that declining inequality in industrialized coun-
tries after the 1930s was chiefly the outcome of pre-fiscal forces altering returns to skilled
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and unskilled sectors of the labor force in favor of the latter, and indicates that key to these
forces was “an erosion in the premium on . . . skills, and [a] relative increase in unskilled
labor scarcity.”

22. Thus, “the institutional and economic arrangements which make the human capital accu-
mulation response rapid in some countries (like East Asia) and slower in others (like Latin
America) clearly will play a role in determining whether a Kuznets curve will be more
pronounced in some countries compared with others” (Williamson 1991: 27).

23. Observers often note that efforts to provide protection to lagging sectors of the population
through market regulation eventually are bound to fail. But Polanyi (1957: 36) reminds us
that “such a view seems to miss the point altogether. Why should the ultimate victory of
a trend be taken as a proof of the ineffectiveness of the efforts to slow down its progress?
And why should the purpose of these measures not be seen precisely in that which they
achieved, i.e., in the slowing down of the rate of change? The rate of change is often of no
less importance than the direction of the change itself; but while the latter frequently does
not depend upon our volition, it is the rate at which we allow change to take place which
well may depend upon us.”

24. Such an outcome would not have been surprising to Adam Smith, who in a different context
understood combinations restricting entry to markets as efforts by producers and traders
in wealthy areas to limit competition (so as to maintain relatively higher wages and prof-
its). Tilly (1998: 91) refers to such arrangements as opportunity hoarding: “[w]hen mem-
bers of a categorically bounded network acquire access to a resource that is valuable, re-
newable, subject to monopoly, supportive of network activities, and enhanced by the net-
work’s modus operandi, network members regularly hoard their access to the resource,
creating beliefs and practices that sustain their control. As in exploitation, a boundary
separates beneficiaries from others, while unequal relations across the boundary connect
them.”

25. In this sense, it is important to recognize (as Adam Smith certainly did) that for some
disadvantaged populations, greater access to markets becomes an effective strategy for
challenging existing inequalities.

26. Of course, world-historical income distributions in turn shape ongoing processes of creative
destruction. In this sense, the relationship is recursive.

27. This paradox is represented in the quantitative inequality literature by the idea that distribu-
tional measures like the Gini index are characterized more by long-run stability than large,
historical change (Deninger and Squire 1996; Li, Squire, and Zou 1998). Li, Squire, and
Zou (1998) demonstrate that observed levels of inequality vary much more cross-nationally
than they do within any one country over time. Again referring to the framework advanced
here, one can see how traditional indices of inequality such as the Gini index may fail to
capture changes taking place across distributional arrays because groups moving up or down
with respect to income share in one array (represented in Figure 7 by the people icons) may
be replaced or surpassed by other groups simultaneously moving up or down in others,
leaving measured inequality overall rather stable. The overall effect then is the smoothing
of the distributional trend through time in the face of discontinuous and overlapping cycles
of socio-economic change.
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El Trimestre Económico 67 (2000 Jul–Sep): 267.

Edward M. Gramlich, Richard Kasten, and Frank Sammartino, “Growing Inequality in the 1980s:
The Role of Federal Taxes and Cash Transfers,” Pp. 225–249 in S.H. Danziger and P.
Gottschalk, editors, Uneven Tides: Rising Inequality in America (New York: Russell Sage
Foundation, 1993).

Gar S. Gupta and Ram D. Singh, “Income Inequality Across Nations Over Time–How Much and
Why,” Southern Economics Journal 51 (1984): 250–277.

Bennett Harrison and Barry Bluestone, The Great U-Turn (New York: Basic Books,
1988).

Michael W. Horrigan and Ronald B. Mincy, “The Minimum Wage and Earnings and Income
Inequality,” Pp. 251–275 in S.H. Danziger, and P. Gottschalk, editors, Uneven Tides: Rising
Inequality in America (New York: Russell Sage Foundation, 1993).

Peter Howitt, “Endogenous Growth and Cross-Country Income Differences,” American Economic
Review 90 (2000): 829–846.

Robert Jackman, “Political Democracy and Social Inequality,” American Sociological Review 39
(1974): 29–45.

Chinhui Juhn, Kevin M. Murphy, and Brooks Pierce, “Wage Inequality and the Rise in the Returns
to Skill,” Journal of Political Economy 101 (1993): 410–442.

Lawrence F. Katz and David Autor, “Changes in the Wage Structure and Earnings Inequality,”
Chapter 26 in O. Ashenfelter and D. Card, editors, The Handbook of Labor Economics,
Volume III (Amsterdam: Elsevier, 2000).

Lawrence F. Katz and Kevin M. Murphy, “Changes in Relative Wages, 1963–1987: Supply and
Demand Factors,” Quarterly Journal of Economics 107 (1992):35–78.

Kwan S. Kim, “Income Distribution and Poverty: An Interregional Comparison,” World Devel-
opment 25 (1997): 1909–1924.

Roberto Patricio Korzeniewicz and Timothy Patrick Moran, “World-Economic Trends in the
Distribution of Income, 1965–1992,” American Journal of Sociology 102 (1997): 1000–
1039.

Roberto Patricio Korzeniewicz and William C. Smith, “Growth, Poverty, and Inequality in Latin
America: Searching for the High Road,” Latin American Research Review 35 (2000): 7–54.

Roberto Patricio Korzeniewicz, Angela Stach, Vrushali Patil and Timothy Patrick Moran, “Mea-
suring National Income: A Critical Assessment,” Comparative Studies in Society and History
46/3 (2004): 535–586.



314

Alan B. Krueger, “When It Comes to Income Inequality, More than just Market Forces are at
Work,” The New York Times (2002 April 4), p.c2.

Alan B. Krueger, “How Computers Have Changed the Wage Structure: Evidence from Microdata,
1984–89,” Quarterly Journal of Economics 108 (1993): 33–60.

Simon Kuznets, “Schumpeter’s Business Cycles,” The American Economic Review 30 (1940):
257–271.

Simon Kuznets, “Economic Growth and Income Inequality,” American Economic Review 45
(1955): 1–28.

Simon Kuznets, “Quantitative Aspects of Economic Growth of Nations: III, Distribution of
Income by Size,” Economic Development and Cultural Change 11 (1963): 1–80.

Gerhard Lenski, Power and Privilege: A Theory of Social Stratification (New York: McGraw-Hill,
1966).

Hongyi Li, Lyn Squire, and Heng-fu Zou, “Explaining International and Intertemporal Variations
in Income Inequality,” Economic Journal 108 (1998): 26–43.

Peter H. Lindert and Jeffrey G. Williamson, Does Globalization Make the World More Unequal?
Paper presented at the NBER Globalization in Historical Perspective conference (Santa
Barbara, March 2001).

Michael Lipton, “Editorial: Poverty — Are There Holes in the Consensus?” World Development
25 (1997): 1003–1007.

Nora Lustig, “Introduction,” Pp. 1–41 in N. Lustig, editor, Coping With Austerity: Poverty and
Inequality in Latin America (Washington, D.C.: Brookings Institute, 1995).

Luxembourg Income Study (LIS), Database accessed over the Internet in August, 2004.
Angus Maddison, Phases of Capitalist Development (New York: Oxford University Press, 1982).
Angus Maddison, Monitoring the World Economy, 1820–1992 (Paris: OECD, 1995).
Ernest Mandel, Long Waves of Capitalist Development: The Marxist Interpretation (Cambridge:

Cambridge University Press, 1980).
Edwin Mansfield, “Long Waves and Technological Innovation,” American Economic Review 73

(1983): 141–145.
John W. Meyer, “The Effects of Education as an Institution,” American Journal of Sociology 83

(1977): 55–77.
Branco Milanovic, “The Two Faces of Globalization: Against Globalization as We Know It,”

World Development 31 (2003): 667–683.
Branco Milanovic, ND. “True World Income Distribution, 1988 and 1993: First Calculation Based

on Household Surveys Alone,” World Bank, Development Research Group.
Murray Milner, Jr., “Theories of Inequality: An Overview and a Strategy for Synthesis,” Social

Forces 65 (1987): 1053–1089.
Robert Moffitt, “The Distribution of Earnings and the Welfare State,” in Gary Burtless, editor, A

Future of Lousy Jobs? The Changing Structure of U.S. Wages (Washington, D.C.: Brookings
Institution, 1990).

Timothy Patrick Moran, “Kuznets’s Inverted U-Curve Hypothesis,”Sociological Forum 20 (2005):
189–224.

Samuel A. Morley, Poverty and Inequality in Latin America: The Impact of Adjustment and
Recovery in the 1980s (Baltimore, MD: Johns Hopkins University Press, 1995).

Edward N. Muller, “Income Inequality, Regime Repressiveness, and Political Violence,” Ameri-
can Sociological Review 50 (1985): 47–61.

Edward N. Muller, “Democracy, Economic Development, and Income Inequality,” American
Sociological Review 53 (1988): 50–68.

Edward N. Muller, “Democracy and Inequality,” American Sociological Review 54 (1989): 868–
871.

Kevin M. Murphy and Finis Welch, “The Structure of Wages,” Quarterly Journal of Economics
107 (1992): 285–326.

Kevin M. Murphy and Finis Welch, “Industrial Change and the Rising Importance of Skill,” Pp.
101–132 in S.H. Danziger and P. Gottschalk, editors, Uneven Tides: Rising Inequality in
America (New York: Russell Sage Foundation, 1993).



315

Stephen Nickell and Brian Bell, “The Collapse in Demand for the Unskilled and Unemployed
Across the OECD,” Oxford Review of Economic Policy 11 (1996): 40–62.

François Nielsen, “Income Inequality and Industrial Development Revisited,” American Socio-
logical Review 59 (1994): 654–677.

François Nielsen and Arthur S. Alderson, “Income Inequality, Development, and Dualism: Results
From an Unbalanced Cross-National Panel,” American Sociological Review 60 (1995): 674–
701.

Douglass C. North, Structure and Change in Economic History (New York: W.W. Norton &
Company, 1981).

Jeffrey B. Nugent, “An Alternative Source of Measurement Error as an Explanation for the
Inverted-U Hypothesis,” Economic Development and Cultural Change 31 (1983): 385–396.

Dimitri B. Papadimitriou and Edward N. Wolff, editors, 993. Poverty and Prosperity in the USA
in the Late Twentieth Century (London: Macmillian, 1983).

Gustav F. Papanek, “Economic Growth, Income Distribution and the Political Process in Less
developed Countries,” Pp. 259–273 in Z. Griliches, W. Krelle, H.-J. Krupp and D. Zyn, editors,
Income Distribution and Economic Inequality (Frankfurt, Germany: Campus Verlag, 1978).

Felix Paukert, “Income Distribution at Different Levels of Development: A Survey of Evidence,”
International Labour Review 108 (1973): 97–125.

Roberto Perotti, “Political Equilibrium, Income Distribution, and Growth,” Review of Economic
Studies 60 (1993): 755–776.

Robert Plotnick, Eugene Smolensky, Eirik Evenhouse, and Siobhan Reilly, “The Twentieth-
Century Record of Inequality and Poverty in the United States,” in S.L. Engerman and
R.E. Gallman, editors, The Cambridge Economic History of the United States, Volume III:
The Twentieth Century (New York: Cambridge University Press, 2000).

Karl Polanyi, [1944], The Great Transformation: The Political and Economic Origins of our Time
(Boston: Beacon Press, 1957).

Rati Ram, “Level of Development and Income Inequality: An Extension of Kuznets-Hypothesis
to the World-Economy,” Kyklos 42 (1989): 73–88.

Rati Ram, “Level of Economic Development and Income Inequality: Evidence From the Postwar
Developed World,” Southern Economic Journal 64 (1997): 576–583.

Gustav Ranis, “Comment on ‘Inequality, Poverty, and Growth: Where Do We Stand?”’ Pp. 50–
55 in M. Bruno and B. Pleskovic, editors, Annual World Bank Conference on Development
Economics 1995 (Washington D.C.: World Bank, 1996).

Martin Ravallion, “Growth and Poverty: Evidence for Developing Countries in the 1980s,” Eco-
nomics Letters 48 (1995): 411–417.

Sherman Robinson, “A Note on the U-Hypothesis Relating Income Inequality and Economic
Development,” American Economic Review 66 (1976): 437–440.

Dani Rodrik, “Comments on ‘Equity and Growth in Developing Countries: Old and New Per-
spectives on the Policy Issues,”’ Pp. 159–164 in V. Tanzi and Ke-Young Chu, editors, Income
Distribution and High Quality Growth (Cambridge, MA: The MIT Press, 1998).

Paul Romer, “Endogenous Technological Growth,” Journal of Political Economy 98 (1990): 71–
102.

Gert Rosenthal, “On Poverty and Inequality in Latin America,” Journal of Interamerican Studies
and World Affairs 38 (1996): 15–38.

Walt W. Rostow, The World Economy: History and Prospect (Austin: University of Texas Press,
1978).

Richard Rubinson, “The World-Economy and the Distribution of Income Within States: A Cross-
National Study,” American Sociological Review 41 (1976): 638–659.

Richard Rubinson and Dan Quinlan, “Democracy and Social Inequality: A Reanalysis,” American
Sociological Review 42 (1977): 611–623.

Paul Ryscavage, Income Inequality in America: An Analysis of Trends (Armonk, NY: M.E. Sharpe,
1999).

Ashwani Saith, “Development and Distribution: A Critique of the Cross-Country U-Hypothesis,”
Journal of Development Economics 13 (1983): 367–382.



316

Joseph A. Schumpeter, Capitalism, Socialism and Democracy (New York: Harper and Row,
1942).

Miles Simpson, “Political Rights and Income Inequality: A Cross-National Test,” American So-
ciological Review 55 (1990): 682–693.

Timothy Smeeding, 2002. “Globalization, Inequality, and the Rich Countries of the G-20: Evi-
dence from the Luxembourg Income Study,” Luxembourg Income Study Working Paper No.
320.

Adam Smith, An Inquiry into the Nature and Causes of The Wealth of Nations (Chicago: The
University of Chicago Press, 1976).

T.N. Srinivasan, “Development, Poverty, and Basic Human Needs: Some Issues,” Food Research
Institute Studies 16 (1977): 11–28.

F. Stewart, “Inequality, Technology and Payment Systems,” World Development 6 (1978): 275–
293.

R.M. Sundrum, Income Distribution in Less Developed Countries (London: Routledge, 1990).
Jay D. Teachman, “State Power, Socioeconomic Characteristics and Income Inequality: A Cross-

National Analysis,” Human Organization 42 (1983): 205–213.
Mathias Thoenig and Thierry Verdier, “A Theory of Defensive Skill-Based Innovation and Glob-

alization,” American Economic Review 93 (2003): 709–728.
William R. Thompson, “Long Waves, Technological Innovation, and Relative Decline,” Interna-

tional Organization 44 (1990): 201–233.
Charles Tilly, Durable Inequality (Berkeley: University of California Press, 1998).
Robert Topel, “Regional Labor Markets and the Determinants of Wage Inequality,” American

Economic Review 84 (1994): 17–22.
Immanuel Wallerstein [1975], “Dependence in an Interdependent World: The Limited Possibilities

of Transformation Within the Capitalist World-Economy,” Pp. 66–94 in I. Wallerstein, editor,
The Capitalist World-Economy (Cambridge: Cambridge University Press, 1989).

Immanuel Wallerstein [1983], Historical Capitalism with Capitalist Civilization (London: Verso,
1996).

Immanuel Wallerstein, World Systems Analysis (Durham, NC: Duke University Press, 2004).
Erich Weede, “Beyond Misspecification in Sociological Analysis of Income Inequality,”American

Sociological Review 45 (1980): 497–501.
Erich Weede, “The Effects of Democracy and Socialist Strength on the Size Distribution of

Income: Some More Evidence,” International Journal of Comparative Sociology 23 (1982):
151–165.

Erich Weede and Joachim Kummer, “Some Criticism of Recent Work on World System Status,
Inequality, and Democracy,” International Journal of Comparative Sociology 26 (1985):
135–148.

Erich Weede and Horst Tiefenbach, “Some Recent Explanations of Income Inequality: An Eval-
uation and Critique,” International Studies Quarterly 25 (1981): 255–282.

Jeffrey G. Williamson, Inequality, Poverty, and History: The Kuznets memorial Lectures of the
Economic Growth Center, Yale University (New York: Basil Blackwell, 1991).

World Bank, The East Asian Miracle (New York: Oxford University Press, 1993).
World Bank, World Development Indicators on CD-ROM (Washington, D.C.: World Bank, 1998).


