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The Changes of Demand under the Kuznets Hypothesis

Ting, Chin-Wen
Department of Management Sciences, Tamkang University

Department of Accounting, Transworld Institute of Technology

Abstract

In the 1990s, the growing income inequality is well known in some countries. Many scholars
have studied and proposed their explanations of the phenomena. Kuznets hypothesis suggests that,
at low levels of per capita income, inequality increases with rising per capita income and decreases
only in the later stages of development, Recent research has also identified a negative relationship
between initial inequality and subsequent growth. However, the changes of demand under the
Kuznets hypothesis were seldom discussed. This paper primarily focuses on the effects of the
phenomena on the demand. In order to analyze the effects, we will construct a demand curve by
using the bivariate probability distribution method. By using the properties of the newly constructed
demand curve, we can find that the growing income inequality will decrease the quantity
demanded of necessary goods but increase the quantity demanded of luxury goods. Thus, it would

fall into a vicious circle.

Keywords: Kuznets, income inequality; demand, bivariate probability distribution.
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