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ABSTRACT 

 Economic inequality refers to the unequal distribution of income and wealth among 

individuals and groups within a society. It is a persistent issue that affects economic growth, 

social stability, and individual well-being. This article explores the root causes of economic 

inequality, including technological advancements, globalization, and policy decisions. It also 

examines its consequences, such as reduced social mobility and political instability. Finally, 

the article discusses potential solutions, including progressive taxation, investments in 

education, and labor market reforms, to mitigate economic disparities and foster a more 

equitable society. 
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INTRODUCTION 

 Economic inequality is one of the most pressing challenges in modern societies. While 

some degree of inequality can drive innovation and competition, excessive disparities in wealth 

and income can lead to social unrest, economic inefficiencies, and decreased opportunities for 

upward mobility. Understanding the root causes and potential solutions is essential for 

policymakers, economists, and society as a whole (Abashidze et al., 2021). 

 Rapid technological progress has significantly increased productivity but has also 

contributed to rising economic inequality. Automation and artificial intelligence have replaced 

many low-skilled jobs while benefiting high-skilled workers, leading to a widening income 

gap. Individuals without access to digital skills and education are left behind in an increasingly 

knowledge-driven economy (Akram & Hassan, 2023). 

 Globalization has transformed economies by opening up international trade and 

investment. While it has led to overall economic growth, it has also exacerbated income 

inequality by shifting low-skilled manufacturing jobs to lower-wage countries, leaving many 

domestic workers unemployed or underpaid. The benefits of globalization have 

disproportionately favored large corporations and highly skilled professionals, widening the 

gap between the rich and the poor (Bamfield & Horton, 2009). 

 Education plays a critical role in determining income levels. Individuals with higher 

education and specialized skills tend to earn more than those with limited educational 

opportunities. In many countries, unequal access to quality education perpetuates economic 

disparities, making it difficult for lower-income individuals to improve their economic standing 

(Birdsall, 2001). 

 Tax policies and government regulations significantly impact economic inequality. In 

some cases, tax structures favor the wealthy, allowing them to accumulate wealth at a faster 

rate than lower-income individuals. Additionally, weak labor laws, such as the absence of 

minimum wage regulations and inadequate worker protections, contribute to stagnant wages 

and a declining middle class (Boix, 2010). 

 In societies with high economic inequality, social mobility—the ability of individuals 

to improve their economic status—is often limited. When wealth is concentrated among a small 



 

Journal of Economics and Economic Education Research   Volume 26, Special Issue 1, 2025 

 

2  1533-3604-26-S1-002 

Citation Information: Beegle, C. (2025). Economic inequality: Causes, consequences, and potential solutions. Journal of                   
Economics and Economic Education Research, 26(S1), 1-3 

segment of the population, access to quality education, healthcare, and job opportunities 

becomes restricted, making it difficult for lower-income individuals to escape poverty 

(Raphael, 1999). 

 Extreme inequality can lead to economic instability by reducing consumer demand and 

increasing financial market volatility. When a large portion of the population has limited 

purchasing power, economic growth slows down, leading to weaker investment and job 

creation. Additionally, high levels of debt among lower-income households can increase 

financial crises' frequency and severity (Sahu, 2023). 

 Economic inequality often fuels political polarization and social unrest. When people 

perceive the economic system as unfair, they may lose trust in government institutions, leading 

to protests, strikes, and even political revolutions. Societies with vast economic disparities are 

more likely to experience social tensions, undermining democratic stability and governance 

(Šuković, 2014). 

 Implementing progressive taxation—where higher-income individuals pay a larger 

percentage of their income in taxes—can help reduce economic inequality. Governments can 

use tax revenues to fund social programs such as healthcare, education, and affordable housing, 

ensuring that lower-income groups have access to essential services (Swanstrom et al, 2002). 

 Improving access to quality education and vocational training can equip individuals 

with the skills needed to compete in the modern job market. Governments should prioritize 

policies that make higher education affordable, expand technical training programs, and bridge 

the digital divide to reduce income disparities (Van & Salverda, 2012). 

CONCLUSION 

 Economic inequality is a complex issue with deep-rooted causes and far-reaching 

consequences. While some level of inequality is natural in a market-based economy, extreme 

disparities can hinder economic progress, reduce social mobility, and create instability. By 

implementing policies that promote progressive taxation, education, and fair labor practices, 

governments can work toward a more equitable society. Addressing economic inequality is not 

only a moral imperative but also a necessity for sustainable economic growth and social 

cohesion. 
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