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ABSTRACT

This book mainly studies dynamics of persistent ine-
quality of income and wealth djstriﬁution in the neo-
classical framework. Convergence and stability of per-
sistent inequality, the effect of initial wealth inequality
on the long-run inequality, ‘and causes of persistent in~
equality have been examined in this book in three mod-
els, respectively. The book devided into 5 pérts, in~
cluding 10 chapters and 1 appendix,

Chapter 1 is introduction of this book. In this
chapter, background, research method and research
survey of this book are illuminated, main contents,
basic framework and innovations of this book are pres-
ented, and some relative notions on dynamics of ine-
quality are explained, also. '

Part 1 of ‘this book, which only includes Chapter
2, is literature review on inequality of income and
wealth distribution. This chapter summarizes and re-
views the theoretical literatures on the causes and dy-
namics of persistent inequality of the income and
wealth distribution, including stochastic process mod-

els on the income and wealth distribution, dynamics of
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inequality in neoclassical model, theories on human
capital and persistent inequality, dynamics on inequali-
ty under imperféct market, economic growth and dy-
namics of persistent inequality and other studies on this
issue,

Part 2 of this book studies dynamics of persisteht
inequality in a Ramsey model, in which there are not
only heterogeneity in initial wealth but also idiosyn-
cratic shocks to agents’ preferences and abilities. This
part includes chapter 3 and chapter 4. ’Chapter 3 stud-
ies dynamics of persiétent inequality in an economy
with economic growth. It is found that, in an economy
without economic growth, the inequality of income and
wealth distribution does not converge to the steady lev-
el and the initial inequality affects persistent inequali-
ty. However, if there is only heterogeneity in initial
wealth but not idiosyncratic shocks to agents’ prefer-
ences and abilities among agents, inequality of income
and wealth distribution in.this economy will always

converge to the steady level which is dependent on the
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initial wealth inequality. In addition, inequality will
decrease - when the economy converge to the steady
state from below the steady state, increase when the
economy from above the steady state, and keep con-
stant when the economy on the balanced growth path.

Chaptér 4 studies dynamics of persistent inequali-
ty in an economy with technology progress. The re-
search of chapter 4 shows that Dynamics of persistent
inequality depends on the form of agents’ expectation,
If agents have complete expectation of their future wa-
ges, dynamics of persistent inequality is the same as
the economy without economic growth. If agents have
myopic expectation of their future wages, however,
‘there exists a steady inequality in the economy and the
initial wealth inequality has no effect on the steady ine-
quality in the economy with technology progress,
which is totally different from the economy without
economic growth.

In Part 3, this book examines the effect of life
cycle on dynamics of persistent inequality. This part



includes Chapter 5 and. Chapter 6. Chapter 5 studies
dynamics of persistent inequality of wealth and income
in a life-cycle model with bequest motivation, Under
the assurﬁption of exogenous interest rate and of en-
dogenous interest rate, respectively, the effects of the
distribution of wealth on the steady state have been in-
vestigated in this chapter, It is shown that difference
of ages among agents and life-cycle saving results in
persistent inequality even if all agents have the same a-
bility and preference except for the heterogeneity in
age. Under of the assumption of finite horizon, howev-
er, wealth distribution will converge to a steady state,
and the initial wealth inequality, has no effect on the
long-run inequality of income and wealth distribution
since agents’ finite life.

In an extension life-cycle model with education in-
vestment and bequest, Chapter 6 analyzes the impact
of education and occupation division on distribution and
inequality of wage income. The study of this chapter

indicates that, since higher interest rate leads to higher



cost of education investment during the undeveloped
period in an economy, the wage of worker undertaking
the occupation with high education will be much grea-
ter than worker with low education and the number of
worker will be less than worker with lower education.
Therefore, the distribution of wage income in the
economy will be a pyramid form. In the economy de-
velopment, the interest rate will decrease and hence
the cost of education investment will decrease, With a
result, the number of worker with high education will
increase and the wage of worker with high education
will decrease. Consequentely, the distribution of wage
income in the economy will transfer from pyramid form
to olive form and inequality of wage income will de-
crease. In addition, this chapter shows that education
investment and occupation division is another cause of
persistent of income and wealth distribution under the
assumption of finite life. -

Part 4, which includes Chapter 7, Chapter 8 and
Chapter 9 of this book, studies dynamics of persistent



