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(a) Since Kaldor seeks to relate the functional 

distribution of income directly to variables that 

are of crucial importance in the determination of 

the level of income and employment, his 

analysis is rightly described as an aggregate or 

macroeconomic theory of income distribution. 

But his analysis is severely restricted by its 

underlying assumptions. 

The theory does not tell us how the distribution 

of income in a functional sense will be affected 

by changes in real income below the full 

employment level, though it does tell that any 



attempt to increase capacity and full 

employment is reached, will bring about a 

relative increase in the non-wage share in the 

total income. In this sense, Kaldor’s model has a 

distinct classical flavour, even though his 

framework is that of modern employment 

theory. 

(b) It is on account of its restrictive assumptions 

that Kaldor’s model is not easily generalised for 

more than two classes. His assumption of 

invariable shares of income saved (sp and sw)—

is much too rigid. Empirical analysis shows that 

these shares tend to change over time depending 

on income growth and other factors. While 

Kaldor himself remarks on the excessively 



generalised nature of his conception, one must 

say that its fundamental methodological flow 

amounts to more than that. 

It is an attempt to fit into the rigid framework of 

purely technological change the whole 

complexity of socio-economic changes, which 

characterise the growth of free competitive 

capitalism into monopoly and state monopoly 

capitalism—changes which had/have an effect 

on the distribution of the national income (in a 

manner postulated by Kaldor according to his 

assumptions). 

(c) Moreover, Kaldor’s abstract model takes no 

account at all of the vast unproductive 

expenditure which burden modern capitalist 



society, especially government military 

spending. The introduction into his model of 

state income with a corresponding ‘propensity 

to save’ could upon up a source of growth and 

rising rates of accumulation other than the wage 

earner’s income. 

 


