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Abstract
There is extensive evidence that in advanced economies more equal societies provide a more stable economy and greater well-being for everyone, including elites. Income inequality has grown in capitalist economies over the past thirty years and was a significant factor in the financial crash of 2008. The evidence is sufficient to move the debate from analysis to an empirical exercise in practical politics. This paper lists some of the evidence and proposes an empirical experiment to persuade wealthy individuals that greater income equality is in their interests and the rich themselves should be mobilised to influence their peers and politicians to promote a more equal society. It outlines a strategy for doing so and a list of over 50 possible measures to close the income gap, together with a test for deciding which measures are worth pursuing. 
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The case for greater income equality
For the second year running, the World Economic Forum’s Global Risks 2013 report considers inequality one of the three most likely threats to the world.
Many recent studies provide substantial evidence for the risks of income inequality: two recent IMF Reports Inequality, Leverage and Crises (2010) shows how economic crises arise from changes in income distribution which widen inequality, while Income Inequality and Current Account Imbalances (2012) argues that the whole of the deterioration in the British current account deficit between the early 1970s and 2007 could be explained by the rise in income inequality. The OECD report Divided We Stand: Why Inequality Keeps Rising (2011) provides detailed evidence of the widening gap and analyses the drivers of inequality, showing that “policy choices, regulations, and institutions can have a crucial impact. They can shape how globalisation and technological changes affect the distribution of income.” (p6). The economic case is also made by Joseph Stiglitz in The Price of Inequality: The Avoidable Causes and Invisible Costs of Inequality (2012); Stewart Lansley’s The Cost of Inequality (2011) and Will Hutton’s Them & Us (2010). More information on inequality in Britain is on the Poverty Site, High Pay Commission and the Resolution Foundation. 
The Spirit Level: why more equal societies almost always do better, by Kate Pickett and Richard Wilkinson (2010) presents compelling evidence that more equal societies are more prosperous, healthier and better for all. The case for closing the gap between top and bottom incomes is also supported by evidence in the Marmot Review on health, Hills Report Anatomy of Economic Inequality, Daniel Dorling’s Injustice: why social inequality persists, Ferdinand Mount’s The New Few: Or a Very British Oligarchy (2012) and Mind the Gap: The New Class Divide in Britain (2004), Prince’s Trust/LSE The Costs of Exclusion, 2007, and reports by DWP and Cabinet Office on social mobility, poverty and the Equality Act support the case for greater income inequality.
Moreover, most people in Britain consider the gap between high and low incomes too large (78% in 2009, up from 73 % in 2004) and more than half think the government should do something to reduce differences in income, although people disagree about what should be done.

A fair distribution of income rewards effort and innovation and creates incentives for people to improve society, but excessive incomes distort the economy and impose high costs on everyone. The credit crunch has cost over 13% of GDP in Britain, caused by bankers pursuing excessive returns by persuading people who couldn’t afford to buy their home to borrow money and then selling these “sub-prime” loans to other financial institutions – until the pack of cards fell and taxpayers had to pick up the pieces. This could not have happened in a more equal society.

The obstacle to greater income inequality is not lack of evidence about the causes or effects of inequality, but the influence of corporate remuneration committees, chief executives and wealthy individuals who argue that high rewards are necessary incentives for companies to succeed and the economy to prosper. This suggests that they are either not aware of the evidence or do not want to believe it for reasons of self-interest.
To create a more cohesive, prosperous society we need to convince a relatively small group of wealthy people that it is in their interests to have greater equality of income and wealth. Without support from the rich, they will undermine most measures for greater equality, by moving their money or businesses abroad, employing accountants and lawyers to exploit loopholes, and funding campaigns to reverse or frustrate the measures. Without the consent of wealthy people, attempts to increase equality are doomed to failure.
How we get greater equality is open to debate – whether market forces, civil society or the state has the main role - the important thing is to convince enough wealthy people that a more equal society matters and to encourage them to do their utmost to achieve it through their businesses, their political party, their philanthropy and their social networks. 
We need get agreement in principle that greater equality is better and then move the debate on to a discussion of what the level of equality would be best and how best to go about it. I therefore propose an experiment in practical politics to promote an in-depth discussion with wealthy individuals about the case for a more equal society and how to achieve it.
An experiment in practical politics: can wealthy individuals close the income gap?

Many rich people are very generous in their support for projects which help the poor or seek to prevent people from getting into poverty. This helps individuals, but this makes little difference to the persistence of poverty or to inequality, which has grown enormously in the last 30 years. 
A relative small group of enlightened people who own and run businesses could achieve a great deal by speaking up about equality. This would:

a) break the consensus that excessively high incomes are necessary for the economy and make it harder for politicians and other opinion formers to defend extreme inequality;

b) challenge supporters of gross inequality to defend themselves, thus promoting public debate and pressure on top incomes; 

c) make it politically easier to develop practical measures for narrowing the gap. 

Top incomes are set by a relatively small, identifiable group who can be influenced by their peers. 
Unlike the privileges shared by a large group on upper middle incomes, extreme incomes are sustained by a few thousand people. These can be divided into broadly three groups:
1) the shameless, who believe ‘greed is good’, limitless incentives are essential to keep top talent and the economy benefits from trickle-down, supported by a declining section of the media, academia and politics;

2) the followers¸ the majority who do what whoever leads and will conform to prevailing norms and do not rock any boats;

3) the enlightened, such as George Soros, Warren Buffett and Bill Gates who use their wealth for positive social purpose, usually through philanthropy. 

The third of these groups is probably smallest, perhaps a few hundred.  But they can be persuaded that a new social settlement based on greater income equality is better for all. We need to encourage them to make the case for steering society in a more direction will do more to repair the social damage caused by income inequality than philanthropy on its own. 

Outreach to the rich
I suggest the following strategy to engage wealthy people to support greater equality:
1. identify potential allies among the ‘enlightened elite’ of business and finance; 

2. make contact and talk with them about the evidence and their ideas about how to bring about a new norm of greater income equality, social cohesion and responsibility;

3. encourage and support them to promote a discussion about the issues with their peers, and build a network of supporters within the elite;

4. develop an internal (private) influencing strategy to persuade others of the case for the principle of greater income equality, with a seminar / workshop on the issues (see p6 & 7) 

5. create an external (public) influencing strategy to communicate the argument and show public support for the principle of greater income equality

6. involve them in identifying and developing policies for greater income equality, for companies, sectors and society to adopt (e.g. from the range of measures below)

7. campaign for specific policy objectives to be including in all party manifestos for 2015
8. monitor and lobby to ensure effective implementation of policies after the election 

9.  measure impact of the policies, review and refine or replace policies as appropriate. 

As a leadership group, wealthy individuals will want to develop and own policies for closing the income gap, but it would be worth developing the top options in more detail for discussion.

‘One society’ champions in business

This strategy aims to create a network of ‘one society’ champions in business, finance, law and other influential professions to make the case for a more equal society among their peers and the politicians and opinion-formers who listen to them. 

Champions could 

· host seminars about the evidence on the benefits of greater income equality

· influence government directly

· put the issue on the agenda of meetings and events within their sector

· writing (co-signing) letters or articles in the national press as well as trade papers
· commission studies like those on the business benefits of a London Living Wage

· recruit other leading figures to support the cause

A relatively small number of leading figures in business could influence thinking and policy about income inequality over a relatively short period and create lasting benefit for social cohesion, personal well-being and improved life chances for the people of Britain. 

How can we narrow the gap?

Wealthy individuals who are persuaded of the case for greater income inequality will then want to know how to achieve it, about which they are likely to have clear views themselves.  Greater equality can be achieved by narrowing pay differentials (as in Japan) or through tax and redistribution, as in Scandinavia. Whether it is achieved before or after tax, cultural and ideological attitudes to income also need to be addressed to create a more cohesive society.
There are three broad strategies for achieving greater income equality: 
1) raising low incomes and breaking the poverty cycle

2) breaking the cycle of privilege which entrenches inequality and inhibits social mobility  

3) lowering extreme incomes at the top closer to the national average

Each of these approaches is worthwhile, but the third (reducing extreme incomes) may be the easiest, since top incomes are set by relatively few people. To achieve this, influential people in the top income group must be willing to challenge the assumptions supporting extreme pay.
Closing the income gap in Britain will only come about through measures that are politically achievable, economically effective and socially acceptable. Since the wealthy can undermine or evade most measures, it is essential to get active support from among the wealthy themselves.
Assessing potential measures to close the income gap

Measures to close the income gap could be assessed by asking four questions about each one:

a) what is its likely impact on inequality if implemented (low, medium or large)? 

b) what actions are needed to do it (persuasion, legislation, enforcement, etc)?
c) what is the likelihood of achieving these: easy, medium, hard, very hard?
d) could it create a quick win or symbolic success which would help achieve other measures? 
Some measures may be counter-productive or difficult to enforce, while a few could increase social cohesion by bringing people at the top closer to the majority. I have star rated those I think are worth investigating more deeply, with *** three stars high and no stars low to start the debate.
1. Bring extreme incomes at the top closer to average: this could be achieved by
1.1 change the culture, norms and values of those who lead top companies and investment funds***
1.2 create a “Hippocratic oath” and legal duties on fund managers, bankers and financial intermediaries to take account of social and environmental factors in investment decisions***
1.3 a code of practice or ‘fairness framework’ in corporate social responsibility**
1.4 an “Ethical Business Standard” like Fair Trade or Investors in People (‘Fair Pay Mark’)**
1.5 research the effects of income disparity on productivity and long term profitability, within companies and economic sectors or economies, and use the results to persuade ***
1.6 research attitudes to remuneration and income inequality at the top of key companies, as was done for the London living wage, to identify what support there is for more equal pay **
1.7 pay basic salaries to chief executives, with performance related elements only where necessary, as recommended by the High Pay Commission **
1.8 employee and other stakeholder representation on remuneration committees ***
1.9  Require remuneration Committees to publish evidence justifying top pay rates based on increases in productivity, social benefit and environmental impact (“triple bottom line”) as well as shareholder value, to protect long-term viability of the business  **
1.10   pay transparency at the top or at all levels, with standardised remuneration reports to show total remuneration for each executive and how it was calculated (High Pay Commission) ***
1.11   disclosure pay ratios in organisations (top to median and bottom 10% of pay rates) **
1.12    Require binding shareholder votes on top pay and/or pay ratios **
1.13     Model more equitable pay policies in the voluntary & public sectors (cf Hutton Review)*
1.14    Achieve a genuine progressive tax system through increased tax on top incomes **
1.15    Close tax loop-holes and artificial measures to avoid tax ***
1.16    Reduce tax evasion / clean up tax havens ***
1.17    Deny honours to high paid individuals who avoid or evade paying a fair share of taxes **
1.18    Encourage people to disclose their tax payments, with a tick box on tax returns *
1.19    Tax wealth or land ***
1.20   Legislate to cap or limit top pay 

1.21   Legislate an income ratios in organisations
1.22 Create a High Pay Commission to monitor trends, police pay codes and advise on top pay *
2.  Breaking the cycle of privilege is perhaps the hardest task of all, since it means addressing: 
2.1 inherited wealth which enables a small proportion of the population to own a disproportionate share of assets and productive capacity, giving successive generations immense advantages;

2.2 tax privileges in relation to land use, savings, pensions and investment which largely benefit the better off;

2.3 economic privileges, particularly limited liability but also current property rights;
2.4 family culture which gives children of professional and better-off groups a head start, possibly even more important than privileged wealth or schooling;

2.5 private schooling which creates unequal opportunities for higher education, contacts and access to employment for about a tenth of British people;

2.6 discriminatory accreditation which privileges academic learning over practical ability, verbal ability over skills, and a few elite institutions over many others;

2.7 professional cartels in law, medicine, academia and other occupations which restrict competition with independent practitioners;

2.8 intellectual property laws which protect the work of inventors, writers and other creators from competition with anyone who can produce or market the same items cheaper, better or faster than their originator;

2.9 Planning laws which allow high income activities on some land and ban commercial activities on other land, such as nature reserves; 

2.10 privileged access to power, through birth or elevation to the House of Lords 
2.11 systems of appointment to positions of power & boards of private or public bodies 

These privileges are complex; some benefit society while others are damaging. Many are so well-established that addressing them will be strongly resisted. Measures for increasing social mobility, such as access to professions, may increase opportunities for a few without affecting wider privileges which sustain income inequality. 
3. Raising incomes of people on low incomes could be achieved through measures such as:
3.1   increasing income from paid work through a minimum “living wage” **
3.2 raising the tax threshold so that the low paid retain all income below £10k – 15k; *
3.3 improving workers and trade union rights to improve negotiating power in the workplace **
3.4 benefits reform to remove high effective marginal tax in moving from benefits to work *
3.5 changing pay norms among employers to make low pay unacceptable *
3.6 increasing personal earning potential, through education, training and raising aspirations ***
3.7 measures such as a ‘poverty premium’ for schools and services in poor areas *
3.8 creating more high-value job opportunities through industrial and regional policies *
3.9 increasing financial support for unpaid work, especially care for children, the sick and elderly *
3.10 increasing benefits for those unable to work or in retirement *
3.11 introducing a basic income or minimum income guarantee 

3.12 targeting support to people facing multiple challenges **
3.13 breaking the cycle of poverty through early intervention, prevention and family support ***
3.14 increasing the overall productivity of the economy and social sector through innovation **
3.15 measures such as economic democracy, employee ownership etc ***
3.16 employee / stakeholder representation on company boards or internal pay panels ***
3.17 tighter labour markets through shorter working hours, immigration controls or restrictive practices

Not all these measures are socially or economically desirable or politically feasible, but some could combine to create a virtuous spiral of rising incomes and social well-being. However, raising low incomes will not be enough if the status gap and extreme inequality creates barriers to social mobility or if raising some incomes leaves others further behind. For these reasons it is also necessary to increase social mobility and reduce maximum incomes to narrow the gap. 

Conclusion

There is overwhelming evidence that greater income equality would be better for the economy and society. A relatively small group of wealthy individuals in positions of power and influence in business are in a strong position to use this evidence to persuade their peers and politicians to narrow the income gap between top and bottom. There are over 50 measures which could be used to narrow the gap and further research is needed to find out which would be most effective in practice. But without support from the wealthy themselves; any measures are likely to be undermined. This paper therefore proposes an experiment in practical politics to engage wealthy individuals in a detailed discussion about making the case for greater income equality.
� http://www.birmingham.ac.uk/Documents/college-social-sciences/social-policy/CHASM/do-we-still-care-about-inequality.pdf
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