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The first part of the lecture discusses the role of demand in determining growth in Post-

Keynesian models, and the effect of income inequality on demand in the Kaleckian and post- 

Kaleckian models. The contribution of this framework to the research on inequality and growth 

is to bring in the role of demand in determining growth in economies operating below full 

employment, and to show the role of wages as a source of demand, and not just a component 

of cost. The total effect of a change in functional income distribution between wages and 

profits, e.g. a decrease in the wage share, on demand depends on the relative size of the effects 

on consumption, investment and net exports. If the total effect is negative, the demand regime 

is called wage-led; otherwise the regime is profit-led. The Post-Keynesian models show that 

the relationship between the wage share and growth is an empirical matter, which depends on 

the structural characteristics of the economy. The lecture then compares the role of inequality 

in the post-Kaleckian demand-led growth model with that in the Keynesian, Marxian, and 

neoclassical theories of growth. The second part of the lecture introduces the empirical 

literature and methodological approaches to estimate the characteristics of the demand regime 

in different countries as well as models with multiple countries incorporating effects of 

simultaneous changes in income distribution at the global level, i.e. the race to the bottom in 

the wage share. Finally, extensions of the model to incorporate finance, technological change, 

employment, and gender are briefly discussed. 
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