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Intersectoral Income Disparity and Economic Growth

Akihiko YANASE

Abstract

A simple two-sector endogenous growth model with intersectoral wage inequality, which is an
extension of Matsuyama (1992, Journal of Economic Theory 58), is examined. It is shown that a
reduction in the exogenous wage inequality boosts economic growth. It is also shown that an
improvement in agricultural productivity raises the growth rate of a closed economy, while for a

small open economy it may hamper growth.
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