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Despite an extensive literature on inequality and growth, there remains considerable disagreement on the 
effect of inequality on subsequent growth. This paper attempts to empirically evaluate that relationship with 
data from the transition economies of Central and Eastern Europe and the Commonwealth of Independent 
States. One attractive feature of this group of countries is that their starting points were remarkably simi­
lar. Yet, they subsequently have experienced substantial divergence in growth rates and income inequality. 
Hence, this data set offers considerable advantages for investigating the inequality and growth relationship. 
Since the existing literature has virtually ignored transition economies, the paper fills an important gap on 
the theme. Our estimations indicate that the effect of inequality on growth is negative, strong, and rather ro­
bust. Journal ofComparative Economics 35 (1) (2007) 35-56. California State University, Fullerton, USA; 
University of Southern California, USA. 
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Fig. 3. Cross-country scatter plot of inequality, Gini coefficient, and growth by transitional phase. Panel (a) 1988-1992,
 
initial phase; Panel (b), 1993-1997, stabilization; and Panel (c), 1998-2002, recovery phase of transition.
 


