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In standard models where households choose their consumption levels and
their labor supply at each period of time, we clarify the economic implication of the necessary
condition for the existence of periodic optimal solutions or chaos.

We show that with non-homothetic preferences, the distribution of income affects the demand for each
of the factors of production, and hence it affects not only the speed of convergence to the steady
state, but also the total wealth in the long run. Also, we find that the capital intensity ranking
of luxury and necessity decides the relationship between income inequality and the economic growth.
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