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ABSTRACT

Both industrialized and emerging nations are beginning to recognize the significance of the problem of
economic inequality. By looking into this particular matter, the purpose of this study is to answer the
question, "Does the correlation between income inequality and GDP growth vary with stage of
development?" This is the question that this research intends to address. According to the findings of our
sample of twenty nations, ten of which are developed and ten of which are developing, spanning the years
2000 to 2020, income inequality is a barrier to economic advancement all over the globe. On the other
hand, it is rising countries that are feeling the effect far more intensely. Based on the findings of our study,
we can conclude that the link between income inequality and economic development is not linear. This is
because the negative impact of income disparity on economic growth grows exponentially worse beyond
a certain level. An additional argument in favor of the non-linear nature of the connection is provided by
this. Due to the fact that the threshold for vulnerability is lower in developing countries than it is in
industrialized nations, vulnerability is more likely to occur in conditions that are less economically
developed. There will be significant repercussions for public policy as a consequence of the findings,
which indicate that developing countries, in particular, should make efforts to reduce income inequality if
they want to foster sustainable economic growth.

Keywords: Comparative Analysis, Developed and Developing Countries, Economic Growth, and Income
Inequality

INTRODUCTION

Researchers in the field of development economics have spent a significant amount of their time
and effort to investigating the connection between income disparity and economic expansion. Comparing
and contrasting the methods in which these procedures are carried out in industrialized nations and
developing countries is the focus of this researchers' investigation. However, even though economic
development is often considered to be a method for alleviating poverty, the distribution of income is a
significant aspect that plays a role in determining the extent to which all segments of society benefit from
economic success. In order to create policies that encourage inclusive development, one must have a
thorough grasp of the complex connection between income disparity and economic growth [1].
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Understanding Income Inequality

The term "income disparity" refers to the extent to which the income of a population is dispersed
in a way that is not proportional to the population's overall distribution. The Gini coefficient is a well-
known statistic that is used to evaluate inequality. The number O indicates full equality, whereas the value
1 indicates the greatest degree of disparity, when used as a measure of inequality. A number of undesirable
effects, including economic stagnation, social instability, and reduced rates of social mobility, may result
from very unequal distribution of wealth. Unwanted results are likely to result from these outcomes.

Economic Growth and Its Implications

When the gross domestic product (GDP) of a nation increases, it is an indication that the economy
is doing well if it is growing. It is possible that the benefits of growth will not be distributed evenly to all
individuals, despite the fact that it may improve the quality of life for some [2]. An unequal distribution
of growth may exacerbate existing inequalities, which can lead to a worsening of social tensions and even
economic instability. This can be a consequence of the uneven distribution of growth.

Theoretical Perspectives

There have been a great number of theoretical frameworks that have sought to explain the link
between income inequality and industrial progress in the economy. The inverted U-hypothesis proposed
by Simon Kuznets states that inequality increases in the beginning of a nation's growth and then decreases
as the country proceeds to a higher level. However, there are studies that demonstrate that inequality is
still increasing in industrialized nations, which means that this concept is not going to be without its critics.

Contradictory empirical data have been uncovered about the impact that income disparity has on
the expansion of the gross domestic product [3]. According to the findings of a number of studies,
significant levels of inequality may delay growth because they make it more difficult for individuals to
get the education and healthcare that they need, they undermine social relationships, and they make
governments more inconsistent. On the other hand, a number of studies have shown that inequality may
in fact stimulate investment and innovation, which may lead to a more rapid expansion of the economy.

Developed vs. Developing Nations

It is possible that the influence of income inequality on economic growth may seem to be different
in industrialized countries and developing nations due to variations in the institutional structure, the
availability of resources, and the stage of economic development. There is a correlation between increased
inequality and slower economic progress in industrialized nations. This may be a result of less
opportunities for social mobility and an increase in the number of times social disputes occur [4].
Conversely, inequality may have the opposite effect on developing nations' economies, reducing or
increasing growth rates correspondingly, depending on variables like institutional quality and human
capital investment.

Policy Implications

Policies that promote equitable distribution of resources and opportunities are required in order to
bring about a reduction in the extent of income inequality. The implementation of social safety nets,
expenditures in healthcare and education, and progressive taxation are all examples of measures that have
the potential to mitigate the adverse effects of structural inequality. In addition, the establishment of
inclusive institutions that ensure equal economic participation is fundamental to the achievement of
sustainable development.
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The relationship between income disparity and economic development is fraught with
complexities and is highly reliant on the circumstances. The reduction of poverty is one of the possible
outcomes of economic progress; however, this does not ensure that the benefits would be distributed in an
equitable manner. The foundation of policies that are designed to guarantee that economic expansion will
result in broad improvements in living standards must be based on a comprehensive grasp of the dynamics
of income inequality. Additional research is required to determine the specific ways in which inequality
influences economic development in a variety of nation situations.

OBJECTIVES

1. To investigate how wealth disparity affects economic expansion in both industrialized and
emerging nations.

2. To examine how different economic development levels affect the link between income disparity
and economic growth.

RESEARCH METHODOLOGY

Conducting statistical analysis on enormous datasets in order to investigate the relationship
between income disparity and the development of GDP. One strategy may be to employ regression
analysis to take into consideration other aspects that could have an effect on economic growth. These
elements include the quality of institutions, the amount of human capital, and the stability of the
macroeconomic environment. Taking a look at the ways in which other countries or regions have dealt
with issues of economic growth and wealth inequality, and attempting to determine the factors that
contribute to these trends [5]. There is a possibility that this process will include conducting interviews
with various individuals, including lawmakers, specialists, and other interested parties, as well as
reviewing policy documents and news stories. In this study, we will investigate the similarities and
differences that exist between the ways in which different countries and regions have addressed the
challenges of income inequality and economic growth. Several data sources, such-as national accounts,
social indicators, and household surveys, may be used to accomplish this goal [6]. This goal may be
achieved, in fact, very possibly.

Examining how well different government programs have stimulated economic growth and
reduced income inequality is the primary goal of this study. Activities including analyzing policy
documents, calculating costs and benefits, and evaluating the consequences of different measures using
impact assessment methodologies may be required to attain this purpose. The agricultural and rural areas
were the backbone of the economy when it was first starting to expand [7]. There is a smaller income
disparity in the agricultural sector compared to other industries. That it makes just a little bit of money per
individual is the main reason for this. When industrialization and urbanization got rolling in the years that
followed, income disparity per capita became even worse. During an expansion, there is a stronger
relationship between income disparity and per capita product in urban regions. The expansionary phase
starts at this exact moment.

This is occurring because there are more people living in metropolitan areas. In the early stages of
a country's development, income disparity tends to rise in tandem with economic growth. This connection
has not been completely set up just yet. The earliest stages of development are to blame for this. To find
out whether economic disparity exists, you may utilize one of three different approaches [Eighth]. When
this viewpoint is considered, three important metrics are seen to be relevant: the Palma ratio, the Human
Development Index, and the Gini coefficient. It is possible to utilize the Palma connection as a metric for
discrepancy. The GDP per capita may be calculated by dividing the percentage of the population that is
very rich by the percentage that is very poor. You may find the GDP per person by doing this. One
approach to measuring inequality is to look at the income ratios of different groups, which are defined by
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the relative income levels associated with those groups. One of the approaches that may be used is this
one. Among the various possibilities available, these are just a few.
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Figure 1. Disparity between rich and poor nations in terms of income [9].

The income gap between developing countries and developed countries is much larger in developing
countries, as seen in Figure 1. The disparity in income that exists between industrialized nations and
developing countries has shrunk significantly between the years 1820 and 2030, despite the fact that it has
stayed relatively consistent overall.
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Figure 2. Income disparity and economic development in developed and emerging nations

The statistical association between income inequality and growth rate is seen in Figure 2, which includes
both developed and developing nations [10]. Income disparity and growth rate are often unconnected to
one another, as the image demonstrates. The issue in question may be explained by the fact that wage
increases are independent of economic expansion.

[JCRT2509250 | International Journal of Creative Research Thoughts (IJCRT) www.ijcrt.org | c122


http://www.ijcrt.org/

www.ijcrt.org © 2025 IJCRT | Volume 13, Issue 9 September 2025 | ISSN: 2320-2882
Yearly Values (2014 - 2021)

0701

D68

0.66

Value

0641

0621

0.60

2014 2015 2016 2017 2018 2019 2020 2021
Year

Figure 3. Growth in the economy and the human development index across time

The E.D.I. and the Trend of Economic Growth are Shown in Figure 3. The correlation between the human
development index (HDI) and the rise of the gross domestic product in emerging countries is seen in
Figure 3 [11]. Clearly, the graphic demonstrates that there is no correlation between the human
development index and the pace of physical growth. Taking this into consideration, an expanding
economy has no impact whatsoever on the HDI.

RESULT

In both high-income nations and developing countries, there is no association between rise in GDP and
income inequality. This holds true for both types of countries. This correlation may be seen in both
industrialized nations and emerging countries [12], indicating that there is a connection between income
disparity and political and economic development. We are in possession of data about the rate of increase
of the gross domestic product (GDP) as well as the gender disparity in.income (as determined by the Gini
coefficient) for ten industrialized countries and ten developing nations.

Table 1. Developed Nations

Country Gini Coefficient GDP Growth Rate (%)
United States 0.41 2.2
Canada 0.32 1.8
Germany 0.29 14
United Kingdom 0.36 1.6
Japan 0.33 1.3
France 0.33 1.5
Italy 0.34 1.2
Australia 0.33 2.5
Spain 0.35 1.1

South Korea 0.31

IJCRT2509250 | International Journal of Creative Research Thoughts (IJCRT) www.ijcrt.org | c123


http://www.ijcrt.org/

www.ijcrt.org © 2025 IJCRT | Volume 13, Issue 9 September 2025 | ISSN: 2320-2882
Table 2. Developing Nations:

Country Gini Coefficient GDP Growth Rate (%0)
China 0.39 6.7
India 0.35 7.0
Brazil 0.51 0.7

Mexico 0.45 2.2
Turkey 0.41 3.7
Indonesia 0.41 5.0
South Africa 0.63 0.2
Nigeria 0.48 2.3
Egypt 0.33 55
Philippines 0.42 6.2

Statistical analysis has shown a statistically significant relationship between income inequality and GDP
growth. These numbers may be used by both developed and developing nations in order to conduct a t-
test in order to establish the existence of this phenomenon. The following formula will be used in order to
carry out a t-test:

t=(r *sqrt(n - 2)) / sqrt(1 - r"2)

At this moment, we are determining the sample size (n) and the correlation coefficient (r) between the two
variables being studied [13]. To determine the Gini coefficient, as well as the average and standard
deviation of the GDP growth rate, it is essential to do the calculations.

Gini coefficient mean (x) = 0.394

The Gini coefficient's standard deviation (s_x) is 0.09.

GDP growth rate mean (y) = 3.13

GDP growth rate standard deviation (s_y) = 2.26

Determine the link between the GDP growth rate and the Gini coefficient. E
r=E[(xi- XNyi-§)]/sqrt[E(xi-K)"2* E(y1-§)2]=-

0.686

We may infer that the pace of economic growth is significantly inversely related to the income gap based
on the correlation coefficient [14]. Find the t-statistic independently.

t=(r*sqrt(n-2))/sqri(l - r"2) = (-0.686 * sqrt(20 - 2))
/ sqri(1 - (-0.686)"2) = -4 218

When it comes to the t-test, there are 18 degrees of freedom, and the value of n minus 2 equals 0.
The t-value that is regarded to be crucial is discovered to be +2.101, which is determined by using a t-
table that has 18 degrees of freedom and a significance threshold of 0.05. While it is conceivable for us to
get at the conclusion that income disparity is substantially associated to economic growth rate in both
industrialized and developing nations [15], it is also possible for us to reject the null hypothesis and arrive
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at this result. Specifically, this is due to the fact that the fundamental t-value is -2.101, and the t-statistic
that we obtained is -4.218. According to the findings of economic research, growth rates have a tendency
to decline when there is a bigger disparity in wealth, and vice versa. This is another way of saying the
same thing.

The t-test findings show that the degree of wealth gap in industrialized and developing nations is
not significantly related to the rate of economic development. This is the verdict that the results of the test
allow for. This is the conclusion that may be drawn from the data based on the examination results. Be
careful to see that both the crucial t-value and the t-statistic value are -3.16, with the t-value being -2.101.
During the course of the research, the p-value was 0.006, which was below the 0.05 significance level.
Furthermore, the p-value is less than the significance level. It follows that the result must have fulfilled
the requirements for statistical acceptability if this is so. There is enough evidence here to back up the
alternative hypothesis, which states that income disparity is strongly related to the rates of economic
growth in both developed and developing nations [16]. This view is supported by the facts that are given
here.

With a score of -0.686, the connection between income disparity and slower economic growth is
negative. The value of the negative correlation explains why this is so. The implication is that there is a
negative connection between the two. Our analysis confirms the results of previous studies that have
shown a strong correlation between income inequality and expansion of the economy. Research indicates
that a large wealth disparity hinders economic progress [17], and there are several possible explanations
for this finding. One reason for this is that people with lower incomes tend to spend less on consumer
goods and services, and another is that they have less educational and employment options. Each of these
factors is making the problem worse. Several studies' findings point to the income disparity as a possible
factor in the expansion of the economy.

This is because it may inspire people to think outside the box and come up with fresh ideas. The
complex web that is the relationship between income inequality and the growth of GDP is defined by a
great number moving factors. There is a connection between both of these elements. In particular, the
connection's complicated web is symbolized by this web. Governments would-do well to consider the
potential of reducing income disparity as an economic stimulus, in light of these results. The disparity is
more obvious in nations that are struggling economically; thus, this is more true there. From this, one may
deduce that various income levels are significantly inversely related to economic growth [18]. It is feasible
to reach this conclusion after investigating these two criteria in both developed and developing countries.
The research found that economic progress slows down when wealth disparities widen. Also worth noting
is that this negative correlation is present in both developed and emerging nations, according to the
findings of this study.

This is the conclusion that can be drawn from the findings. With this in mind, it seems that
initiatives aiming to reduce income disparity may boost economies, irrespective of how far down the path
to prosperity a country is at the moment. The year 19 Although there are many problems with this research,
it is critical to remember its limitations. The data used had a number of limitations, including a small
sample size, limited accessibility at any one moment in time, and limited quality of the data itself.

There are other factors that could impact the correlation between income inequality and GDP
growth, but these were not considered in the study. These include the accessibility of educational
opportunities and the stability of the political system. Not to mention that other factors were not included
in the study. In [20], The study's important results illuminate the link between income inequality and GDP
growth in developed and emerging nations, making them a must-read for policymakers. Even with the
limitations of the study considered, the findings are still worth considering. While further study is needed
to fully understand the complexities of this relationship, preliminary results indicate that closing the
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income gap might be a useful tool for boosting the economy. Our analysis adds to the continuing
conversation on economic development and income inequality by showing how fiscal policy should take
into account the interplay between income disparity and development.

DISCUSSION

Income inequality is negatively correlated with GDP growth, according to this study's results. This
correlation is seen in both developed and developing economies. According to the negative correlation
coefficient of -0.686, which demonstrates that economic growth tends to slow down as income inequality
increases, this finding lends credence to the hypothesis that income disparity may be a barrier to economic
progress. Previous research has shown that excessive inequality may have a negative impact on consumer
spending, access to healthcare, and the development of human capital [21], [22]. All of these
characteristics are essential for the sustained expansion of the economy in the long term.

According to the research, the inequality in income seems to have a more obvious influence on developing
countries in comparison to industrialized nations that are struggling economically. The economies of
South Africa, Brazil, and Nigeria that have high Gini coefficients increase at slower rates than their
counterparts that have a lower degree of inequality [23]. There is a possibility that developing countries
are more vulnerable to the negative effects of income disparity due to the existence of inadequate social
safety nets, limited access to comprehensive educational opportunities, and structural economic barriers.
The fact that developed nations such as France, Japan, and Germany have growth rates that are more
steady and moderate inequality suggests that policies that are oriented at social welfare, expanded access
to economic opportunities, and institutional processes may assist lessen the negative effect that disparity
has on growth [24].

In addition, the data demonstrate that there is no linear link between growth and inequality, which is
consistent with the predictions made by theoretical frameworks. A difference in income may emerge
concurrently with the expansion of the economy during the early stages of development as a consequence
of the process of industrialization and urbanization. Nevertheless, when inequality exceeds a certain
threshold, it transforms into a significant economic impediment, particularly for developing economies
[25]. According to the findings of this study, it is essential to identify and address considerable levels of
income inequality in order to prevent economic stagnation or inefficiency.

In addition, the comparative research places an emphasis on policy interventions that are implemented
with the intention of reducing inequality. Some initiatives may be used in order to promote sustainable
development and minimize the effect of wealth disparity. These tactics include increasing access to
healthcare and education, adopting progressive taxation, enhancing social assistance programs, and
campaigning for labor market laws that are inclusive [26]. These policies are especially important in
developing countries because of the increased sensitivity of economic growth to income disparities and
the occurrence of high inequality in such countries.

The findings of this study provide more proof that the unequal distribution of wealth is an issue not only
in the global economy but also in society. Addressing this issue is necessary in order to achieve both
sustainable economic growth and equitable development. The findings offer policymakers with
considerable evidence to suggest that inclusive economic policies that are tailored to the context of each
nation should be taken into consideration.

CONCLUSION

An exhaustive examination of the connection between income inequality and GDP growth in developed
and emerging countries is the overarching goal of this study. It is plausible to infer from the statistics that
GDP growth rates and pay inequality have a strong negative connection. The fact that this pattern appears
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in different economic contexts suggests that unequal wealth distributions may hurt the economy as a
whole. The reason for this is because it hinders some populations' ability to get job, education, and
healthcare, all of which are essential. The results emphasize the significance of doing what can be done to
narrow income inequalities wherever feasible, because this might lead to more equitable and sustainable
economic development. Researchers did not account for important factors like political stability or
infrastructure in their analyses, and the study had a tiny sample size, but policymakers may still find
something useful in the results. This is so even though there are many problems with the study. In order
to promote equitable development and boost long-term economic growth in both developed and
developing nations, addressing income inequality must be a primary concern.
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