International Journal of Environmental Sciences
ISSN: 2229-7359

Vol. 11 No. 7s, 2025
https://www.theaspd.com/ijes.php

Income Inequality Challenges Economic Stability and Social
Cohesion

Nashrurrahman, Abdul Hamid Paddu, Sanusi Fattah, Anas Iswanto Anwar
Universitas Hasanuddin’ Makasssar, Indonesianash.djalil@gmail.com

Abstract:

Income inequality has been identified as a significant threat to economic stability and social cohesion in various
countries. Increasing income inequality can trigger instability, both in economic and social aspects, including conflict,
societal disintegration, and declining economic growth in the long term. Therefore, this article aims to analyze the impact
of income inequality on economic stability and social cohesion in various countries with a comprehensive approach. This
study uses a systematic literature review (SLR) method by reviewing various empirical studies from international
databases such as the World Bank, IMF, and leading scientific jowrnals. Through SLR, this article identifies patterns
and key findings related to the relationship between income inequality, economic growth, and various social indicators in
a global context. The systematic review results indicate a significant relationship between income inequality increased
risk of economic instability and decreased social cohesion, especially in developing countries. Based on these findings, this
article suggests implementing income redistribution policies and increasing access to public services as steps to reduce the
negative impacts of income inequality and strengthen socio-economic stability at the national and global levels.
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INTRODUCTION

Income inequality has become one of the major issues faced by countries around the world in recent
decades. Although global economic growth has shown an overall upward trend, the distribution of the
benefits of this growth tends to be uneven. In many countries, the wealthy elite receive a much larger
proportion of income compared to the rest of the population, while the middle and lower classes have
experienced income stagnation (Flaherty & Rogowski, 2021). According to a report from the World
Inequality Database, in developed countries such as the United States, income inequality has increased
significantly since the 1980s, with the richest 1% of the population now controlling more than 20% of total
national income. This phenomenon is not only happening in developed countries, but also in developing
countries, where income inequality continues to grow due to lack of access to quality education, health
services, and fair economic opportunities (Aiyar & Ebeke, 2020).On the other hand, high-income
inequality not only impacts the economic aspect but also creates social tensions. Societies facing extreme
inequality tend to experience greater social polarization, where the gap between the rich and the poor
worsens social relations and public trust in government institutions (Stewart et al., 2020). In many cases,
this income inequality alsocontributes to political instability and increased social tensions, as seen in the
waves of protests in various countries, from Latin America to Europe and Asia. Inequality also hinders social
cohesion, where fragmented societies are more prone to internal conflict and find it difficult to work together
to achieve national development goals (Snower & Bosworth, 2021).Furthermore, income inequality also
has implications for sustainable economic growth. Research shows that countries with high inequality often
have slower economic growth in the long run (Burgess et al., 2021; Halter et al., 2014; Shin, 2012). When
large segments of the population do not have equitable access to resources and opportunities, a country’s
economic potential is limited (Aghion et al., 1999; Bapuiji et al., 2024). Extreme income inequality
exacerbates a society’s inability to invest in education, health, and innovation, which are critical factors for
long- term growth (Beck et al., 2007; Bhattacharjee et al., 2017; Glomm & Ravikumar, 1992). In addition,
the concentration of wealth in the hands of a few individuals can reduce overall consumption, hinder
domestic demand, and ultimately slow the rate of economic development (Fargione et al., 2011; Paiella &
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Pistaferri, 2017).The long-term economic and social impacts of income inequality tend to undermine social
order and hinder sustainable development. On the economic dimension, chronic income inequality widens
the gap between social groups, creating limited access to adequate education and employment
opportunities, especially for low-income groups (Kearney & Levine, 2014). This results in an “inequality
trap,” where generations growing up in inequality find it difficult to improve their standard of living
because they have limited access to essential economic resources (Gall, 2007; Jerrim & Macmillan, 2015).
Income inequality also encourages high risk-taking tendencies by marginalized groups, such as economic
migration or unsecured informal sector work, which in turn limits overall economic productivity and
resilience (Rosser et al., 2000).The social impacts of inequality also trigger a cycle that is detrimental to
society in the long run. High inequality increases societal distrust of institutions and exacerbates social
conflict, especially when the wealthy are perceived to dominate public policies and resources (Rothstein &
Uslaner, 2005). This stark inequality creates a sense of injustice, which often triggers waves of social
discontent and protest in countries with weak democracies or high corruption (Engler & Weisstanner,
2021). Persistent inequality also reduces levels of social cohesion, which has the effect of reducing people's
willingness to contribute to collective development and increasing the potential for internal conflict (Cruz
et al.,, 2022; Sampson et al., 1997).In the long run, extreme income inequality can threaten the
sustainability of the economic system itself. With low levels of public trust and declining levels of aggregate
consumption, the economic system becomes vulnerable to recession and stagnation (Choi, 2019).
Countries with high inequality tend to be more vulnerable to economic crisis cycles due to weak purchasing
power, which hampers domestic sector growth and investment (Stockhammer, 2015).

Moreover, increasing inequality threatens the achievement of sustainable development goals (SDGs) that
prioritize economic inclusion and reducing inequality. If not addressed, the long-term impacts of this
inequality will become increasingly complex and difficult to resolve, slowing global development and
increasing the risk of prolonged economic and social crises (Liu et al., 2021).

The relevance of the study of income inequality to the current global economic and social situation is very
high, especially in the context of economic recovery after the COVID-19 pandemic. This pandemic has
exacerbated existing inequalities, with the richer groups being better able to survive and recover quickly,
while low-income groups are increasingly affected, both economically and in terms of health (Blundell et al.,

2022; Shah et al., 2020).

This widening inequality is a major concern in global discussions on equitable and sustainable economic
recovery. A World Bank report shows that inequality of income and opportunity across countries has
increased sharply during the pandemic, especially in developing countries that face limited access to
vaccines, health services, and adequate economic support (Kunyenje et al., 2023). This underscores the need
to rethink more inclusive development models and reduce inequality as an integral part of global economic
recovery.Rising inequality also has implications for global social stability. Many countries are facing social
protests and increasing political polarization, often rooted in feelings of economic injustice among citizens
(KLEINER, 2018). This phenomenon is increasingly relevant with rising political tensions in various parts
of the world, where economic inequality fuels dissatisfaction with governments that are perceived as
unresponsive or unfair. Social conflicts, often accompanied by rising economic nationalism, protectionism,
and inter-communal tensions, worsen relations between countries and hinder global cooperation in
addressing common challenges, such as climate change and global health (Gazzotti et al., 2021).The study of
inequality is also very relevant in the context of sustainable development goals (SDGs), especially the goal of
reducing inequality and creating inclusive prosperity. Increasing inequality threatens the achievement of
SDG targets and slows down development efforts aimed at eradicating poverty, improving the quality of
education, and increasing access to health and equitable economic opportunities (Asadullah et al., 2020;
Kara et al., 2021). Therefore, a deep understanding of income inequality and its impacts is crucial in
formulating global policies that can face this complex challenge.

The findings of this study can provide perspectives for policymakers to consider fairer redistribution policies
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and support inclusive growth in order to achieve better stability and social cohesion at the global level. How
does income inequality affect economic stability and social cohesion in various countries! How can this
instability lead to social conflict and slow economic growth? What policies can be implemented to address
income inequality and its impacts? It is very interesting to discuss. This study aims to explore and analyze the
relationship between income inequality economic stability and social cohesion, using a systematic literature
review approach. By reviewing empirical literature from various countries, especially developing countries,
this study is expected to provide insight into the mechanisms of inequality that disrupt social and economic
order. In addition, this article also aims to provide policy recommendations that can reduce the negative
impacts of income inequality.Income inequality has become one of the major issues faced by countries
around the world in recent decades. Although global economic growth has shown an overall upward trend,
the distribution of the benefits of this growth tends to be uneven. In many countries, the wealthy elite
receive a much larger proportion of income compared to the rest of the population, while the middle and
lower classes have experienced income stagnation. (Flaherty & Rogowski, 2021). According to a report from
the World Inequality Database, in developed countries such as the United States, income inequality has
increased significantly since the 1980s, with the richest 1% of the population now controlling more than
20% of total national income. This phenomenon is not only happening in developed countries, but also in
developing countries, where income inequality continues to grow due to the lack of access to quality
education, health services, and fair economic opportunities (Aiyar & Ebeke, 2020).On the other hand,
high-income inequality not only impacts the economic aspect but also creates social tensions. Societies
facing extreme inequality tend to experience greater social polarization, where the gap between the rich and
the poor worsens social relations and public trust in government institutions(Stewart et al., 2020). In many
cases, this income inequality also contributes to political instability and increased social tensions, as seen in
the waves of protests in various countries, from Latin America to Europe and Asia. Inequality also hinders
social cohesion, where fragmented societies are more prone to internal conflict and find it difficult to work
together to achieve national development goals (Snower & Bosworth, 2021).Furthermore, income
inequality also has implications for sustainable economic growth. Research shows that countries with high
inequality often have slower economic growth in the long run (Burgess et al., 2021; Halter et al., 2014;
Shin, 2012). When large segments of the population do not have equitable access to resources and
opportunities, a country’s economic potential is limited (Aghion et al., 1999; Bapuiji et al., 2024). Extreme
income inequality exacerbates a society’s inability to invest in education, health, and innovation, which are
critical factors for longterm growth (Beck et al., 2007; Bhattacharjee et al., 2017; Glomm & Ravikumar,
1992). In addition, the concentration of wealth in the hands of a few individuals can reduce overall
consumption, hinder domestic demand, and ultimately slow the rate of economic development (Fargione et
al., 2011; Paiella & Pistaferri, 2017).The long-term economic and social impacts of income inequality tend
to undermine social order and hinder sustainable development. On the economic dimension, chronic
income inequality widens the gap between social groups, creating limited access to adequate education and
employment opportunities, especially for low-income groups (Kearney & Levine, 2014). This results in an
“inequality trap,” where generations growing up in inequality find it difficult to improve their standard of
living because they have limited access to essential economic resources (Gall, 2007; Jerrim & Macmillan,
2015). Income inequality also encourages high risk-taking tendencies by marginalized groups, such as
economic migration or unsecured informal sector work, which in turn limits overall economic productivity
and resilience (Rosser et al., 2000).The social impacts of inequality also trigger a cycle that is detrimental to
society in the long run. High inequality increases societal distrust of institutions and exacerbates social
conflict, especially when the wealthy are perceived to dominate public policies and resources (Rothstein &
Uslaner, 2005). This stark inequality creates a sense of injustice, which often triggers waves of social
discontent and protest in countries with weak democracies or high corruption (Engler & Weisstanner,
2021). Persistent inequality also reduces levels of social cohesion, which has the effect of reducing people's
willingness to contribute to collective development and increasing the potential for internal conflict (Cruz
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et al.,, 2022; Sampson et al., 1997)In the long run, extreme income inequality can threaten the sustainability
of the economic system itself. With low levels of public trust and declining levels of aggregate consumption,
the economic system becomes vulnerable to recession and stagnation (Choi, 2019). Countries with high
inequality tend to be more vulnerable to economic crisis cycles due to weak purchasing power, which
hampers domestic sector growth and investment (Stockhammer, 2015).

Moreover, increasing inequality threatens the achievement of sustainable development goals (SDGs) that
prioritize economic inclusion and reducing inequality. If not addressed, the long-term impacts of this
inequality will become increasingly complex and difficult to resolve, slowing global development and
increasing the risk of prolonged economic and social crises (Liu et al., 2021). The relevance of the study of
income inequality to the current global economic and social situation is very high, especially in the context
of economic recovery after the COVID-19 pandemic. This pandemic has exacerbated existing inequalities,
with the richer groups being better able to survive and recover quickly, while low-income groups are
increasingly affected, both economically and in terms of health (Blundell et al., 2022; Shah et al., 2020).
This widening inequality is a major concern in global discussions on equitable and sustainable economic
recovery. A World Bank report shows that inequality of income and opportunity across countries has
increased sharply during the pandemic, especially in developing countries that face limited access to
vaccines, health services, and adequate economic support (Kunyenje et al., 2023). This underscores the need
to rethink more inclusive development models and reduce inequality as an integral part of global economic
recovery.Rising inequality also has implications for global social stability. Many countries are facing social
protests and increasing political polarization, often rooted in feelings of economic injustice among citizens
(KLEINER, 2018). This phenomenon is increasingly relevant with rising political tensions in various parts of
the world, where economic inequality fuels dissatisfaction with governments that are perceived as
unresponsive or unfair. Social conflicts, often accompanied by rising economic nationalism, protectionism,
and inter-communal tensions, worsen relations between countries and hinder global cooperation in
addressing common challenges, such as climate change and global health(Gazzotti et al., 2021).

The study of inequality is also very relevant in the context of sustainable development goals (SDGs),
especially the goal of reducing inequality and creating inclusive prosperity. Increasing inequality threatens
the achievement of SDG targets and slows down development efforts aimed at eradicating poverty,
improving the quality of education, and increasing access to health and equitable economic opportunities
(Asadullah et al., 2020; Kara et al., 2021). Therefore, a deep understanding of income inequality and its
impacts is crucial in formulating global policies that can face this complex challenge. The findings of this
study can provide perspectives for policymakers to consider fairer redistribution policies and support
inclusive growth in order to achieve better stability and social cohesion at the global level.

The findings of this study can provide perspectives for policymakers to consider fairer redistribution policies
and support inclusive growth in order to achieve better stability and social cohesion at the global level. How
does income inequality affect economic stability and social cohesion in various countries? How can this
instability lead to social conflict and slow economic growth? What policies can be implemented to address
income inequality and its impacts? It is very interesting to discuss. This study aims to explore and analyze the
relationship between income inequality economic stability and social cohesion, using a systematic literature
review approach. By reviewing empirical literature from various countries, especially developing countries,
this study is expected to provide insight into the mechanisms of inequality that disrupt social and

economic order. In addition, this article also aims to provide policy recommendations that can reduce the
negative impacts of income inequality.

METHODOLOGY
This study used the PRISMA (Preferred Reporting Items for Systematic Reviews and Meta- Analyses) protocol to
guide the process of systematic screening, selection, and reporting of literature review results (Moher et al.,

390


https://www.theaspd.com/ijes.php

International Journal of Environmental Sciences

ISSN: 2229-7359

Vol. 11 No. 7s, 2025

https://www.theaspd.com/ijes.php

2009). The PRISMA approach was chosen to ensure that the steps in this SLR meet transparency standards and
can be repeated with a similar process in the future. This protocol helps in detailing the study selection criteria,
search methods, and screening flow presented in a PRISMA diagram, making it easier for readers to trace the
literature selection process carried out (Page et al., 2021).

In the article selection process, several inclusion and exclusion criteria have been set to ensure the relevance
and quality of the reviewed studies. The inclusion criteria applied include (1) studies examining the impact of
income inequality on economic stability and social cohesion, (2) studies using empirical data from both
developing and developed countries, (3) articles published in English, and (4) articles published between
2000 and 2023, to ensure contemporary relevance. Exclusion criteria included: (1) conceptual or theoretical
articles that did not present empirical data, (2) studies that were not relevant to the topic of income
inequality, economic stability, or social cohesion, and (3) articles that were not available in full, such as
articles with only abstracts or articles that were not fully accessible. The literature search was conducted in
several major databases, including Scopus, World Bank, IMF, and Web of Science. The search process used a
variety of keywords that were relevant to the research topic, such as “income inequality,” “economic
stability,” “social cohesion,” and “redistributive policies.” To ensure broad search coverage, each keyword
was matched with synonyms or relevant terms, as well as Boolean operators to obtain more specific search
results. This search step resulted in several initial articles that were then further filtered based on title and
abstract.

The articles obtained from the initial search results were screened through three stages. In the first stage,
articles were screened based on title and abstract to identify initial relevance to the inclusion criteria. The
second stage involved a full screening of articles to ensure that the content of the articles was relevant to the
topic being studied. In the final stage, eligible articles were further processed for the extraction of relevant
data, such as inequality indicators, main research findings, analytical methods used, and information related
to redistribution policies and their impacts (Bickman & Rog, 2009)

The data collected from the selected articles were analyzed using a thematic approach. Thematic analysis
allows the identification of common patterns, relationships between variables, and key findings from the
reviewed literature. Thus, this study was able to group the various study findings based on emerging themes,
such as the relationship between income inequality and economic stability, social cohesion, and the
effectiveness of redistribution policies. The results of this analysis were then used to compile a synthesis of
findings that focused on the impact of income inequality on economic and social stability in a global
context.

DISCUSSION

The synthesis of the findings of this literature review shows that income inequality has a significant impact
on economic stability, especially in developing countries (Yang et al., 2020). High inequality limits low-
income groups' access to economic resources such as education, health services, and employment
opportunities (Elenbaas, 2019; Ilie et al., 2021). This causes many individuals from these groups to be
unable to improve their economic conditions, which ultimately suppresses a country's economic capacity to
develop sustainably (Acheampong et al., 2021).Inequality also reduces the potential for investment in
sectors that support long-term growth, such as education and innovation. When a large portion of the
population is unable to invest in improving the quality of life, the rate of national economic growth tends to
slow down, hampering efforts to reduce poverty and improve the welfare of society as a whole (Solga, 2014).
In addition, the concentration of wealth in the hands of the elite causes low domestic demand, which has
an impact on decreasing economic activity (Rinz, 2022). In this situation, economic growth in countries
with high inequality becomes slower and more fragile, increasing the risk of prolonged and recurring
economic crises (Breunig & Majeed, 2020).The social impact of income inequality is deeply concerning as it
fosters significant social polarization, exacerbating the gap between the rich and the poor, and undermining
social interaction and trust. Consequently, it becomes increasingly challenging for individuals from diverse
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economic backgrounds to integrate, further widening the social and economic disparities between them
(Peng & Wu, 2022; Stancato et al., 2024). High inequality also impacts trust in public institutions. When
people feel that public policies favor elite groups, dissatisfaction arises which can trigger social conflict and
complicate social stability. As a result, people become less trusting of governments that are considered
unfair in managing resources (Fehr et al., 2020).

In the context of the COVID-19 pandemic, this inequality has become even more apparent. The pandemic
has widened socio-economic gaps, disproportionately affecting low-income groups in terms of health and
economics (Rasul et al., 2021). This condition exacerbates polarization and increases the risk of political
instability in various countries, strengthening the argument that economic inequality can hinder social
cohesion in times of crisis (Petersen et al., 2022).Income inequality threatens the achievement of several key
goals in the sustainable development goals (SDG), especially in terms of poverty eradication and inclusive
prosperity. High inequality limits access to education, health services, and fair employment opportunities,
which are essential factors for achieving these goals (Eliakimu & Mans, 2022). In addition, rising inequality
slows progress toward sustainable development, preventing low-income people from benefiting from
economic growth. As a result, this inequality reduces the country's potential to achieve equitable prosperity
across all levels of society (Niessen et al., 2018).These findings emphasize the need for effective
redistribution policies to create inclusive economic growth, strengthen social cohesion, and ensure long-
term economic stability. The implementation of these policies is expected to reduce the impact of inequality
and support the achievement of SDG targets more comprehensively.

Practical Implications This study emphasizes the need for structural policy interventions to effectively
address income inequality. Sustainable redistribution policies, such as progressive tax reforms, need to be
implemented to reduce the economic gap between groups. In addition, increasing access to education,
health, and economic opportunities for low-income groups will strengthen social stability and encourage
more equitable economic growth. Such interventions can reduce social polarization and strengthen public
trust in government institutions.Theoretical Implications of these findings enrich the literature that
discusses the impact of income inequality on social cohesion and economic stability, especially in
developing countries. This study reveals how income inequality affects social and economic structures in
depth, adding insight into the relationship between inequality and socio-economic dynamics. Literacy in
this literature also helps identify the mechanisms that trigger the cycle of inequality, which is relevant for
future research to develop inclusive economic models. This study has limitations because it only accesses
English-language articles, and faces obstacles in obtaining local literature that is not indexed in international
databases.

CONCLUSION

This systematic review shows a significant association between income inequality and the risk of economic
instability and weakened social cohesion. High inequality reduces public trust in government and
exacerbates social polarization. The study suggests redistributive policies, such as improving access to
education and healthcare, to mitigate the negative impacts of inequality.

These findings provide important contributions to policymaking in developing countries, especially in the
post-COVID-19 economic recovery effort, where inequality has widened socio- economic gaps.

In conclusion, income inequality has significant impacts on economic and social stability, especially in
developing countries. High inequality limits access to essential resources such as education and health for
low-income groups, slows overall economic growth and increases the risk of economic instability. Socially,
inequality drives polarization, reduces public trust in institutions, and has the potential to trigger tensions
and conflicts within societies, especially in the context of a pandemic that has exacerbated economic gaps.
In practical terms, these findings underscore the importance of redistributive policies and structural
interventions, such as progressive tax reforms and more equitable access to basic services, to narrow socio-
economic gaps and create inclusive growth. From a theoretical perspective, this study enriches the literature
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on the effects of inequality on social cohesion and economic stability and provides new insights for further
research that develops more inclusive and sustainable economic development models.
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