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	Content to be developed
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Chapter 1: Definitions and Measures of Inequality 



1.1 Income, Consumption, and Wealth Inequality
This compendium focuses on economic inequality, which is defined as the dispersion of income, consumption, or wealth within a given population.
 As money is an important source of power and the other way around, economic inequality is both a cause and consequence of political inequality (see Chapter 5).

Income, consumption and wealth inequalities are not the same, but they are closely correlated. All three kinds of economic inequality matter: ultimately we want low consumption inequality, but both income and wealth inequality enable consumption inequality over time. In our communication, it is advised to specify which inequality we are talking about. In this note, “inequality” refers to income inequality unless otherwise specified. Note that many household surveys measure either income (e.g., in most Latin American countries) or consumption (e.g., in most African countries) but not both. Many cross-country studies claim to compare income inequality, but in fact compare income inequality in some countries with consumption inequality in others, which can distort analysis (e.g., income inequality in Latin American countries may be higher than consumption inequality in African countries, but if data were available to compare income with income we would probably find that income inequality is worse in Africa). India’s consumption Gini is the same as Ireland’s, but its income Gini has been estimated to be worse than Brazil’s. 
Income inequality tends to be higher than consumption inequality because rich households tend to save more than poor ones. Likewise, wealth inequality tends to be higher than income inequality because the former reflects savings by high-income households over many years and even generations. Wealth accumulation also reflects a life-cycle pattern: young adults may have negative wealth owing to student loans, then progressively accumulate wealth in their 40s and 50s, before spending it down during retirement when they lose their labor income. That explains why some people may be rich in terms of income and poor in terms of wealth or vice versa. Consumption is more stable over the life-cycle. Wealth inequality can also vary significantly across countries owing to different institutions like social security (which reduces the need to save for private pension), land ownership (the main source of wealth in developing countries), home ownership (ditto for richer countries) or the availability of publicly funded health care and education including college.
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	Oxfam cares about all forms of economic inequality – consumption, income and wealth – and uses one or the other depending on the argument we want to make and data availability. 


1.2 Horizontal vs. Vertical Inequality, and Intersecting Inequalities
Vertical inequality refers to inequality between rich and poor across the whole population. Horizontal inequality refers to inequality between various strata of population: caste, gender, ethnicity, age, geography and so on. Although this compendium focuses on vertical inequality, Oxfam cares about both, and particularly about gender equality.  This compendium focuses on vertical inequality primarily because it is the focus of Even It Up! 
Because horizontal inequality is multi-dimensional, a person can have more than one “identity marker” implying some form of discrimination (e.g. an indigenous woman living in a remote rural location). Intersecting inequalities are the multiple disadvantages faced by people due to social status often ascribed from birth and relatively immutable. Intersecting inequalities reinforce vertical inequality because these combined disadvantages leave some individuals and groups more constrained in their life chances than others, including in their ability to access and capture economic opportunities and public services, and in participating in public and political life. 
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	Oxfam has a long track record working against horizontal inequalities, particularly gender and youth. We are increasing our focus on vertical economic inequality because it has grown significantly in virtually every country, in many cases to alarming levels, and it makes all horizontal inequalities worse.


1.3 Within-Country vs. International and Global Inequality

Inequality is usually measured at the country level: within-country inequality is the inequality across households or individuals in a country.
International inequality is inequality between countries. It is measured as the dispersion of average income (or GDP per capita) across countries, so assumes that everyone in each country has the same income. It is best to weigh countries by their population size, such that an increase in average income in China relative to other countries will have a bigger impact on international inequality than a similar increase in Bhutan.

Global inequality combines the two above concepts. It measures inequality across the whole world population as if there were no national boundaries. Poor Americans find themselves in the same income bracket as middle-class Chinese. 

Trends of within-country, international, and global inequality are presented in Chapter 3. 
When making international comparisons, incomes in all countries must be expressed in a common currency. Using purchasing power parity dollars is best when measuring consumption inequality, in order to take into account the varying prices of a common basket of goods across countries. Using market dollars is best when measuring wealth inequality, as assets are globally traded at market prices.
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	Oxfam wants both low inequality within countries because politics remains largely national and social cohesion at the national level is essential to development, and low international inequality because the current gap between rich poor countries hinders the equal realization of rights and fulfilment of needs of all. 


1.4 Market vs. Disposable Income Inequality; Redistribution vs. Predistribution
When it comes to income inequality, it is useful where possible to breakdown income as follows:
· Market income is income received before government redistribution; it includes earnings from labor as well as capital income, royalties, gifts and any other private sources of income.

· Disposable income is market income minus income taxes paid plus cash benefits received from the government or social security.

· Final income is disposable income plus the estimated value of indirect taxes paid and in-kind public services (e.g., education and health care) consumed by the household. Sometimes an estimated value of indirect taxes (e.g., sales tax or value added tax) paid by households is subtracted to obtain final income. The difference between indirect taxes and imputed value of public services is sometimes called “net public services”.
In almost all countries, disposable income inequality is lower than market income inequality, which means that the state usually plays a positive redistribution role – taking from the rich to give to the poor (Lustig et al., 2015). The extent of such redistribution (or the difference between market and disposable incomes) varies significantly across countries.
There are also significant differences in “predistribution”, i.e., the degree to which economic policies produce market income inequality. Economic laws, regulations and institutions, as well as cultural norms (e.g., tolerance for exorbitant executive pay) affect market income inequality, sometimes unintentionally, sometimes in the interest of special interests (see Chapter 5), and sometimes benignly in an effort to reduce inequality (e.g., corporate governance rules involving workers in Germanic countries). See Chapter 4 for a discussion on the balance between redistribution and predistribution.
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	Oxfam supports both pre-distributive (e.g., labor rights) and redistributive (e.g., tax and public services) policies to reduce inequality. 


1.5 Inequality vs. Mobility; opportunity vs. outcome
Intergenerational mobility is the degree to which children raised in households of a certain income level can move to higher or lower income levels in their adulthood. It is measured by the correlation between people’s income in adulthood and their parents’ income. The higher inequality is in a country, the lower mobility tends to be, a phenomenon known as The Great Gatsby Curve. So when the difference between rich and poor is high, people born rich are more likely to stay rich as adults, while in countries with low inequality, there is more chance that people born poor become rich in their lifetime or vice versa.

Inheritance of wealth is one cause of low mobility. Inherited wealth and its growth has been identified by Thomas Piketty as one of the key challenges facing our economies both now and increasingly in the future. Over the next 20 years, 500 people will hand over $2.1 trillion to their heirs – a sum larger than the GDP of India, a country of 1.2 billion people. Studies of surnames in Florence and in Britain have found that the richest families today have the same surnames as the richest families 600 years ago. However, the inter-generational transmission of wealth over the very long term seems to be a European phenomenon (perhaps also valid in Latin America and India). In the United States and worldwide, evidence shows that great wealth tends to disappear after three generations due to division among siblings, taxes, charity, poor investment decisions or extravagant spending (Corak, 2013). Still, heirs of the first or second generation start life with a distinct advantage (Jacobs, 2015).  
In addition to inheritance, children of rich households live in better neighborhoods and have access to better opportunities: better schools, more extra-curricular activities, better network, as well as nepotism: rich people are much more likely to work in the same company as their parent than poor and middle-class people (Corak, 2013). 
Such inequality of opportunities is contrasted with inequality of outcomes, which is actual income inequality. In countries with low mobility, inequality of opportunities translates itself into inequality of outcomes: people born with access to great opportunities tend to become rich and those who are denied these opportunities tend to remain poor.
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	Oxfam is very concerned about the decrease in intergenerational mobility in many countries. Oxfam believes that humanity needs the talents of everyone if we are to face the existential challenges of our age. Children from all backgrounds should be equally able to realize their talents.

A number of Oxfam affiliates have introduced paid trainee schemes to maximize opportunities for those from less privileged backgrounds.

	[image: image11.png]



	Corak, Miles (Summer 2013) “Income Inequality, Equality of Opportunity, and Intergenerational Mobility”, Journal of Economic Perspectives: Vol.27, No.3, pp.79-102.

Piketty, T, and Zucman, G Wealth and Inheritance in the Long Run http://piketty.pse.ens.fr/files/PikettyZucman2014HID.pdf
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	Research the barriers to both upward and downward social mobility at country level.


1.6 Inequality Measures

There are multiple statistical measures of dispersion of any distribution. The most famous measure of inequality is the Gini coefficient, which takes the value of 0 when everyone has the same income (lowest inequality) and 1 when one person has all the income (highest inequality). For countries Gini coefficients now range from about 0.2 (low inequality like in Finland) to about 0.6 (high inequality like in South Africa). The advantage of the Gini is that it measures the whole distribution.
To attract attention to the extremes of the distribution, Oxfam generally uses decile data summarized in the Palma. The Palma is the ratio of the income of the top 10% richest people over the income of the bottom 40% poorest. So a Palma of 1 like in Sweden means that the 10% richest people have the same total income as the 40% poorest (so the income per head of the 10% richest is four times the income per head of the poorest 40%). Most countries have higher Palma ratios, going up to 8 in South Africa (income per head of the top 10% is 32 times higher than income per head of poorest 40%). 
It turns out that Palma and Gini are very closely correlated, which means that the Gini does not actually provide much more information even though it reflects the whole distribution. Gabriel Palma, the creator of the index, came up with it through the observation that the share of income of the middle class (fifth to ninth deciles) tends to be fairly stable in most countries, such that most variation in inequality is driven by either the top 10% or bottom 40% or both.
That said, other inequality measures can be used depending on context. Oxfam’s “8 people” is an inequality measure as well, focusing on wealth at the extremes (a more common measure of extreme inequality is the share of income of the top 1% of the population). We may have to refer to the “shared prosperity” measure (40% poorest compared to average) because it was adopted by the World Bank and then the UN’s Sustainable Development Goals even though we do not like it because it does not cover the top of the distribution.
	[image: image13.png]



	

	
	Cobham, Alex and Andy Sumner (September 2013) “Is It All About the Tails? The Palma Measure of Income Inequality”, Center for Global Development Working Paper 343. http://www.cgdev.org/sites/default/files/it-all-about-tails-palma-measure-income-inequality.pdf 

	
	Galasso, Nick (May 20, 2015) “The World Bank Gets ‘Shared Prosperity Dismally Wrong”, Oxfam: The Politics of Poverty. http://politicsofpoverty.oxfamamerica.org/2015/05/the-world-bank-gets-shared-prosperity-dismally-wrong/ 
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	Oxfam uses a variety of inequality measures depending on the argument we want to make and data availability. We believe it is important for inequality measures to reflect concentration at the top (e.g., Palma, “8 people” killer fact vs. Gini, “shared prosperity”). 


1.7 Inequality Data
The main source of inequality data are national household surveys. They are available for most countries, however usually not for every year and for some countries we have only one, two or three data points for the past three decades. As the name indicates, they measure inequality across households, not individuals. For consumption inequality, that is the natural choice, as individuals within households share consumption. When economic inequality is measured across households, it is proper to adjust income or consumption by household size, as a $10,000 annual household income goes further for a single than for a family of four. Such adjustment is known as “equivalized household income”. However, it leaves aside the issue of intra-household inequality, especially gender inequality. It is also recognized that household surveys underreport consumption, income or wealth at the top of the distribution as wealthy people are less likely to respond to surveys (see World Income and Wealth Database). 
For income and wealth inequality, household surveys can be substituted or complemented by other sources that measure inequality across individuals. Labor surveys provide data on wage inequality. Banks and wealth management consultants have proprietary data on financial wealth inequality, some of which is published in aggregate form (e.g., Credit Suisse’s comprehensive database on the global wealth distribution). A complementary measure of wealth is Forbes’ list of billionaires, which provides data on extremely rich people but is limited to billionaires and is probably under-reporting wealth of heirs and cronies.
Censuses are another important source of income inequality data in some countries. So are reports of tax authorities. Tax data better capture top incomes: rich people must file tax returns like everybody else. Their disadvantage is that few governments publish disaggregated data, although transparency is increasing and there are attempts to combine tax and household data to correct the distribution at the top. Some countries also raise property, estate, and (rarely) wealth taxes, which are useful sources of data for wealth inequality.
Macroeconomic data (national accounts), where available, allow to compute the capital/labor ratio and provide an aggregate measure of the degree of redistribution (e.g., breakdown of wages, taxes, social security revenues and payments).

In data poor countries, other data sources can provide clues about inequality trends, such as real estate prices for dwellings of various sizes, prices of luxury goods, or stock market prices. Investing in data collection is essential to monitor all Sustainable Development Goals, including the inequality one. 
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	Governments and international institutions should publish annual pre- and post-tax and transfers Gini data on income, wealth and consumption, and the same data for all deciles and each of the top 10 percentiles. Such data should be disaggregated by gender, age, occupation, region, and where appropriate ethnicity. Household data on the sources of income (e.g., wages, self-employment income) and wealth (e.g., land, livestock) should also be provided. 

	
	The World Bank and IMF should work with national governments, other international institutions, and the private sector to achieve a revolution in inequality data. In addition to funding more household surveys, other data sources should be published to shed light on income and wealth concentration at the top (without compromising privacy): income, property, and estate tax data, data from property and luxury goods markets, data from wealth management firms, and company surveys on wages.
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	Useful datasets:

https://www.wider.unu.edu/project/wiid-world-income-inequality-database
http://www.wid.world/ 

http://iresearch.worldbank.org/lsms/lsmssurveyFinder.htm
http://ec.europa.eu/eurostat 

http://iresearch.worldbank.org/PovcalNet/povOnDemand.aspx
https://www.credit-suisse.com/uk/en/about-us/research/research-institute/publications.html
http://www.forbes.com/billionaires/ 


Chapter 2: Inequality Goals


Because we know that countries must reduce inequality substantially if we are to end extreme poverty by 2030 (Chapter 8), and that inequality is so extreme that there is scope for substantial redistribution and predistribution before the economic and ethical issues discussed in Chapters 5 and 6 arise, Oxfam has adopted the following goal:
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	Governments and international institutions should agree to:

a) A standalone post-2015 development goal to eradicate extreme economic inequality by 2030 that commits to reducing income inequality in all countries, such that the disposable income of the top 10 percent is not more than that  of the bottom 40 percent. [In other words, all countries should aim at a Palma of 1.]

b) Assess the impact of policy interventions on inequality:

· Governments should establish national public commissions or other relevant mechanisms on inequality to make annual assessment of policy choices – regulation, tax and public spending, and privatization – and their impact on improving the income, wealth and freedoms of the bottom 40 percent. These bodies should set agreed targets and timetable for reducing inequality and aim at achieving a Palma of 1 or less as soon as possible.
· International institutions should include measures of economic inequality in all policy assessment, such as the IMF in the article IV consultations.
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	Doyle, Michael W. and Joseph E. Stiglitiz (March 20, 2014) “Eliminating Extreme Inequality: A Sustainable Development Goal 2015-2030”, Carnegie Council: Ethics and International Affairs. https://www.ethicsandinternationalaffairs.org/2014/eliminating-extreme-inequality-a-sustainable-development-goal-2015-2030/#fnref-7085-29


The United Nations did adopt a standalone Sustainable Development Goal on inequality in September 2015, but with the softer “shared prosperity” target of the World Bank: By 2030 progressively achieve and sustain income growth of the bottom 40% of the population at a rate higher than the national average (Goal 10, Target 1). This target provides a direction of travel without a destination. The target is closely correlated with the Palma, however some countries like the United States where the middle class loses out to rich people could meet that softer target while experiencing worsening inequality (higher Palma). Oxfam will continue advocating for countries to adopt the Palma of below 1 target.
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	Galasso, Nick (Mach 20, 2015) “The World Bank Gets ‘Shared Prosperity’ Dismally Wrong”, Oxfam America: The Politics of Poverty. http://politicsofpoverty.oxfamamerica.org/2015/05/the-world-bank-gets-shared-prosperity-dismally-wrong/ 


Only a handful of countries, such as the Scandinavian countries, currently meet the Palma of below 1 target. We realize that it is an ambitious goal. We acknowledge that some countries start with very high inequality (Palma up to 8) owing to historical trends in their geography, demography, and existing public policy. It is not possible to determine exactly what the optimum level of inequality ought to be in each country at any point in time from either an economic perspective (at what point does further redistribution start to decrease economic growth? – see Chapter 4), or a political perspective (at what point does further redistribution start breaking a nation’s social contract? – see Chapter 5) , or an ethical perspective (at what point does further redistribution stop being just? – see Chapter 6). That is why the second component of the goal is important: while all countries should strive to reduce inequality, the pace of reduction and the mix of policies should be debated at national level.

The institutional mechanism to hold that debate can also vary. Some countries can emulate Ghana and set up a Parliamentary Commission and a special department in the President’s office dedicated to the Sustainable Development Goals that would coordinate policy across agencies to reduce inequality. Other countries could rely on existing processes to set national development strategies or set up ad hoc consultation forums. Any of these institutional mechanisms should produce annual reports measuring and analyzing inequality in the country, identifying the main drivers and suggesting a range of options to address them for public debate. The government’s annual budget and all major new policy initiatives should be analyzed with an inequality lens.

Chapter 3: Inequality Trends


3.1 Within-Country Inequality
Within-country inequality evolves differently in different countries over time. The time period also matters when looking at trends. Inequality typically does not vary much year-to-year, but long-term trends can be significant. The figure below shows the trend of the average within-country inequality between 1988 and 2013. We see a clear increase in inequality in the 1990s. Since 2000, within-country inequality has either declined if one takes a simple average across countries, or stagnated if one takes the average weighted by population: inequality has stagnated in China, increased in India, Indonesia but decreased in a number of other countries. 
Figure 1: Within-Country Inequality Trend, 1988–2013
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	World Bank (2016) “Poverty and Shared Prosperity 2016: Taking on Inequality”. http://www.worldbank.org/en/publication/poverty-and-shared-prosperity 


Little data is available for most countries before 1990. But in some countries like the United Kingdom and the United States, for which we have fairly good data stretching over a century, inequality is as bad as at the peak of the gilded era of the 1920s just before the Great Depression.

3.2 International and Global Inequality

Figure 2 shows the trends in international and global inequality since 1988. International inequality (yellow column) has decreased significantly as “emerging countries” are catching up advanced countries’ GDP. This decline in international inequality is pushing down global inequality (blue line), despite the increase in within-country inequality (red column) early in the period.
Figure 2: International and Global Inequality Trend, 1988–2013
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	“A majority of people live in countries where inequality has risen for the past 30 years. Oxfam welcomes the news that inequality between countries is declining and that inequality within countries may have reached a plateau in some countries in recent years. Inequality nevertheless remains very high by historical standards.  It is also widely agreed that current measures systematically underestimate inequality, and that extreme inequality (the gap between the top 1% and the rest) is growing in most countries.”


Chapter 4: The Economics of Inequality


4.1 Inequality and Neoliberal Economics

Oxfam has identified the current way of doing economics, which has been increasingly dominant since 1980 as a key driver of growing inequality. These ideas focused on deregulation, privatization and liberalization, and extending market mechanisms into increasing areas of human activity. This economic model, known as market fundamentalism or neoliberalism, has also been identified by many others as an important causal factor in today’s inequality crisis. Neoliberalism does not see inequality as a problem as it assumes that wealth created by entrepreneurs will trickle down to the whole population.
The IMF is one institution that has recently made the link between inequality and neoliberalism. This is something we discuss in the Even it Up campaign report and also in An Economy for the 99%. 

Neoliberalism as a term has long been associated only with critics on the left of the political spectrum. However, recently it has increasingly been used by more mainstream actors. Not only the IMF, but also The Economist magazine and the Financial Times have both begun to use it.
 Oxfam uses the term sparingly, but feels that it is important that it is used, as there is a need to distinguish neoliberalism as a very specific way of looking at economics from economics itself. Neoliberalism has become so dominant in economics that it is often presented as the only way of doing things, when this is not true at all.  

Oxfam maintains that this neoliberal economic model is broken and trickle down does not happen. There is a need to reject this and replace it with a system that is fairer and benefits everyone. We have tried to define this, and we have called it the Human Economy. 

Box: What’s in a name? The return of neoliberalism

The last 30 years have seen the dominance of a set of ideas centred on the expansion of markets and individualism. These have led to increased rights, mobility and freedoms for corporations, and a corresponding reduction in collective action, state regulation and government intervention in the economy.

These ideas provided the basis for the ‘Washington Consensus’, a phrase coined in 1989 which informed the policies of the World Bank and IMF in developing countries. In more recent years, ‘market fundamentalism’ has been used by figures like Governor of the Bank of England Mark Carney
 and economist Joseph Stiglitz
 to capture this same set of ideas. 

Originally, this set of ideas was collectively called neoliberalism by its founders. Milton Friedman in a 1951 paper
 proposed that ‘neoliberalism offers a real hope of a better future and... becoming the major current of opinion’. But the term fell into disuse among its supporters, and became associated mainly with its critics. Recently, however, neoliberalism has begun to be used more widely again, not least following the publication of an important paper by the IMF debating neoliberalism and its impacts on inequality.
 

It is important that this influential set of ideas be debated as a coherent and connected set of ideas and assumptions. To do this we need a name that is widely used and understood by all, both supporters and detractors. Considering the IMF paper and the fact that it was the name chosen by its founders, Oxfam uses the term neoliberalism and would encourage others to do so. The Adam Smith Institute has also felt the need to revive the use of this term in order to defend it robustly.
 
4.2 Inequality and the Human Economy

Oxfam’s begins to lay out its building blocks for a new economic model in our paper An Economy for the 99%.  Based on a rejection of neoliberalism, a human economy would create fairer, better societies. It would ensure secure jobs paying decent wages. It would treat women and men equally. No one would live in fear of the cost of falling sick. Every child would have the chance to fulfil their potential. Our economy would thrive within the limits of our planet, and hand a better, more sustainable world to every new generation. 

Markets are a vital engine for growth and prosperity, but we cannot continue to accept the pretence that the engine is what steers the car or decides on the best direction to take. Markets need careful management in the interests of everyone so that the proceeds of growth are distributed fairly, and to ensure an adequate response to climate change or to deliver healthcare and education to many – particularly, but not exclusively, in the poorest countries.

A human economy would have a number of core ingredients aimed at tackling the problems that have contributed to today’s inequality crisis. This paper only begins to sketch these out, but provides a foundation on which to build. 

In a human economy:

1. Governments will work for the 99%. Accountable government is the greatest weapon against extreme inequality and the key to a human economy. Governments must listen to all, not a wealthy minority and their lobbyists. We need to see a reinvigoration of civic space, especially for the voices of women and marginalized groups. The more accountable our governments are, the fairer our societies will be. 
2. Governments will cooperate, not just compete. Globalization cannot continue to mean a relentless race to the bottom on tax and labour rights which benefits no one but those at the top. We must end the era of tax havens once and for all. Countries must cooperate, on an equal basis, to build a new global consensus and a virtuous cycle to ensure corporations and rich people pay fair taxes, the environment is protected, and workers are paid well. 

3. Corporations will work for the benefit of everyone. Governments should support business models that clearly drive the kind of capitalism that benefits all and supports a sustainable future. The proceeds of business activity should go to those who enabled and created them – society, workers, and local communities. Lobbying by corporates should be transparent and strongly regulated. Governments must ensure corporations pay fair wages and fair taxes and take responsibility for their impact on the planet. 

4. Ending extreme wealth to end extreme poverty. Today’s gilded age is undermining our future, and needs to be ended. The richest should be made to contribute to society fairly and not be allowed to get away with unfair privileges. To do this we need to see the rich pay their fair share of tax: we must increase taxes on both wealth and high incomes to ensure a more level playing field, and clamp down on tax dodging by the super-rich.

5. A human economy will work equally for men and women. Gender equality will be at the heart of the human economy, ensuring that both halves of humanity have an equal chance in life and are able to live fulfilled lives. Barriers to women’s progress, which include access to education and healthcare, will end for good. Social norms will no longer determine a woman’s role in society and, in particular, unpaid care work will be recognized, reduced and redistributed.

6. Technology will be harnessed for the interests of the 99%. New technology has huge potential to transform our lives for the better. This will only happen with active government intervention, especially in the control of technology. Government research is already behind some of the greatest innovations in recent times, including the smart phone. Governments must intervene to ensure that technology contributes to reducing inequality, not increasing it. 

7. A human economy will be powered by sustainable renewable energy. Fossil fuels have driven economic growth since the era of industrialization, but they are incompatible with an economy that puts the needs of the many first. Air pollution from burning coal leads to millions of premature deaths worldwide, while the devastation caused by climate change hits the poorest and most vulnerable hardest. Sustainable renewable energy can deliver universal energy access and power growth that respects our planetary boundaries.

8. Valuing and measuring what really matters. Moving beyond GDP, we need to measure human progress using the many alternative measures available. These new measures should fully account for the unpaid work of women worldwide. They must reflect not just the scale of economic activity, but how income and wealth are distributed. They must be closely linked to sustainability, helping to build a better world today and for future generations. This will enable us to measure the true progress of our societies. 

4.3 Inequality and Economic Growth

The objective of boosting economic growth to catch up with rich countries remains paramount for policy-makers of most countries where Oxfam works. While declarations at the G20 and other forums now pay lip service to “inclusive” growth, the prevailing opinion among Southern leaders remains a suspicion that fighting inequality will harm economic growth. Is that suspicion warranted?

It is widely accepted that some degree of inequality is necessary to incentivize effort and economic activity. The question is how much, and that is an empirical question.

Many empirical studies have attempted to capture the relationship between economic growth and inequality across countries. Until a couple of years ago, that literature was inconclusive: some studies found a positive relationship, others a negative one, others no relationship at all. The relationship between inequality and growth is very complex. Most variables affecting inequality reviewed in later chapters also independently affect economic growth, such that it is difficult to capture an independent effect of inequality on growth, and there could also be a reverse effect of growth on inequality. Indeed, while we have economic models allowing us to predict economic growth, we do not yet have models to predict inequality at all, let alone the impact of inequality on growth.

A few landmark studies by the IMF and OECD have started to tilt the balance of evidence toward a negative (virtuous) relationship: less inequality leads to faster growth. The latest paper finds that inequality stops being good for growth when a country’s Gini index rises above 0.27 – which is the case of all but a handful of countries. It is too early to call this conclusion a scientific consensus. We should also be aware that this conclusion holds on average and for a given time period; it is by no means true that less inequality will boost growth in any country at any time. Nevertheless, these studies are very useful and have started to change the predominant view among the elite that higher inequality is good for growth because it increases the incentives to work hard and take risks and that fighting inequality is more likely to harm growth than not.
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	Grigoli, Francesco and Adrian Robles (2017) “Inequality Overhang”, IMF Working Paper WP/17/76. https://www.imf.org/en/Publications/WP/Issues/2017/03/28/Inequality-Overhang-44774 

Berg, Andrew G. and Jonathan D. Ostry (April 8, 2011) “Inequality and Unsustainable Growth: Two Sides of the Same Coin?”, IMF Staff Discussion Note SDN/11/08. https://www.imf.org/external/pubs/ft/sdn/2011/sdn1108.pdf 

Ostry, Jonathan D., Andrew Berg and Charalambos G. Tsangarides (February, 2014) “Redistribution, Inequality, and Growth”, IMF Staff Discussion Note SDN/14/2. https://www.imf.org/external/pubs/ft/sdn/2014/sdn1402.pdf 

Organization of Economic Cooperation and Development (2015) “In It Together: Why Less Inequality Benefits All”, OECD Publishing. http://dx.doi.org/10.1787/9789264235120-en


The second IMF study referenced above also concludes that redistribution has been good for growth, on average for the past three decades. That is also very useful evidence, because the negative relationship between inequality and growth does not by itself imply that redistribution is good for growth. Theoretically, demographic changes could push inequality up, for instance, such that trying to bring inequality own through taxation could hurt growth.

While the IMF studies are helpful, to convince policymakers we need evidence about the impact on growth of specific redistribution policies in specific countries. Nobody denies that there is one tax rate above which further tax hikes would kill the golden goose. What that rate is is an empirical question and there are methodologies to study it. In the United States, Piketty estimates that the top rate that maximizes revenues is as high as 80%, for instance. The principal way in which redistribution is believed to boost growth is by investing in the human capital of poor people and hence increasing their productive potential. Here, too, studies of the impact of specific social spending policies on growth would be valuable to convince policymakers who regard economic growth as their primary objective.
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Fieldhouse, Andrew (2 April, 2013) “A Review of the Economic Research on the Effects of Raising Ordinary Income Tax Rates: Higher revenue, unchanged growth, and uncertain but potentially large reduction in the growth of inequality”, Economic Policy Institute and The Century Foundation: Issue Brief. http://www.epi.org/publication/raising-income-taxes/ 
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	Country teams are encouraged to commission academic studies of the impact of specific redistributive policies (e.g., property taxes to achieve universal primary education enrollment) on the country’s inequality and economic growth. 

At the global level, Oxfam could commission academic research on the impact of wealth taxes. Very few countries have wealth taxes and it is therefore a very under-studied subject.


Since rising inequality and economic growth do not necessarily go hand in hand, to the contrary, there must be room to improve economic regulation to decrease inequality while at the same time boosting growth (in other words, achieving a better predistribution: see Chapter 1). Stiglitz (2014) reminds us that in the competitive economy of economics textbooks profits are low because excess profit immediately entices new entrants on the market who drive prices down. In that sense, extreme inequality is an indicator that markets are not competitive and do not make the most of available resources. A lot of people get paid more than what they need to do the work anyway (they get “rents” or excess profit) at the expense of their consumers who are overcharged. Better government regulation of labor, financial, land, goods and services markets can then boost growth and reduce inequality at the same time.

Countries with very high inequality must therefore be riddled with rents. Predistribution policies targeting those rents have the potential to boost economic growth as well as decrease inequality. That should be emphasized for audiences that care about economic growth. That said, Oxfam also supports redistribution policies in all countries, and we should be conscious that the benefits of rents are highly concentrated in the hands of a few powerful people, which makes them politically hard to eliminate (see Chapter 5).
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	Stiglitz, Joseph E. (2014) “The Price of Inequality: How Today’s Divided Society Endangers Our Future”, W.W. Norton & Company.
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	Country teams are encouraged to commission academic studies to identify the main sources of excess profit in their country. Some are obvious, such as mineral resources. Others less so, such as import quotas for specific commodities.
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	“Inequality is a drag on economic growth. Wealth driven by rigged rules and monopoly power is diverting resources from more productive use. Meanwhile, the productive potential of millions of poor people is wasted owing to insufficient investment in education, health care, social protection, agriculture, and other pro-poor sectors.”
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Extreme economic inequality not only harms democracy and economic growth, but it is also morally wrong. Oxfam believes that the current levels of extreme wealth and extreme inequality in the world are morally unacceptable and that the gap between rich and poor must be reduced as a matter of urgency.


	Oxfam believes that redistribution does not necessarily slow down economic growth. In the right conditions, redistribution can even accelerate growth. Almost every country has the scope to lower inequality through redistribution without harming economic growth, and should do so urgently.

Oxfam believes that a key driver of growing inequality has been the set of economic ideas known as neoliberalism, or market fundamentalism. The core elements of this model – deregulation, privatization and liberalization – have played a key role in creating a global economy that favors those at the top and has increased the gap between rich and poor in almost every country. The IMF and other economic thought leaders have come to realize that.
Oxfam believes it is time to end this broken neoliberal economic model, and instead focus on a way of organizing our economy that is fairer and benefits everyone and not primarily the wealthy minority. Oxfam describes this new model as a Human Economy. It is a model where democratic accountable governments ensure that markets and the economy work for the benefit of all, and not the other way around.


Chapter 5: The Politics of Inequality


The capture of the political system by elites is both a cause and a consequence of extreme inequality. Breaking that vicious cycle is the biggest challenge of Even It Up! 

Elite capture of politics is an important cause of inequality as it allows elites to use state power to carve out special privileges and extract excess profit from the economy. We have seen in the previous chapter that rents are a major source of top income, especially in countries with the highest levels of inequality. Rent-seeking policies encompass anything from impunity for outright corruption and fraud to exclusive business licenses, sweetheart government procurement or privatization deals, or highly-targeted tax rebates.

Elite capture of politics is a consequence of inequality as money can buy power in many ways, from lobbying to campaign finance, from funding research to owning media (capture of ideas), from nepotism to revolving doors between civil service and industry (regulatory capture), and from bribery to private militias. People everywhere know intimately that the economy is rigged and controlled by the rich, hence the success of populist political parties (Ipsos, 2017). In the United States, there is now mounting empirical evidence confirming that gut feeling: Congressional votes are not correlated with public opinion, but they are correlated with the opinion of rich people and of prominent interest groups (Gilens et al., 2014). 

Corruption is closely linked to inequality (Transparency International, 2017). Large scale corruption takes vital public revenues away from being used for health, education and public services. Small scale, petty corruption also hits the poorest hard- acting as a de facto regressive taxation and privatization of services that should be free. Studies have found that poor people have to pay bribes more often than rich people, and that these bribes are a much greater proportion of their incomes (Transparency International, 2015). 
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	Economic inequality is made a lot worse when elites use their wealth to capture the politics. The rich’s disproportionate influence on politics should be minimized.

Governments and international institutions should agree to:

· Implement laws that make it mandatory for governments to make national policies and regulations and bilateral and multilateral agreements available for public scrutiny before they are agreed;

· Implement mechanisms for citizen representation and oversight in planning, budget processes and rule making, and ensure equal access for civil society – including trade unions and women’s right groups – to politicians and policymakers;

· Require the public disclosure of all lobbying activities and resources spent to influence elections and policy making;

· Guarantee the right to information, freedom of expression and access to government data for all;

· Guarantee free press and support the reversal of all laws that limit reporting by the press of target journalists for prosecution.

Corporations should agree to:

· End the practice of using their lobbying influence and political power to promote policies that exacerbate inequality and instead promote good governance and push other groups to do the same;

· Make transparent all lobbying activities and resources spent to influence election and policy making;

· Support conditions that allow civil society to operate freely and independently, and encourage citizens to actively engage in the political process.
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	“Inequality weakens democracy, skews institutions, and erodes the social contract between citizens and the state.”

“Inequality has reached outrageous levels because the economy and politics are rigged. Women and men must rise up to make globalization and government work for the poor and middle class. To even it up, we must hang together otherwise we will hang alone.”
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	What is our theory of change to overcome the vicious cycle of elite capture of politics and inequality? How change happens? This question is Oxfam’s Holy Grail. We can learn more from our successes in holding governments accountable for pro-poor policies and study countries that have historically overcome elite capture of politics (e.g., partnership with Commitment To Equity).
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	Green, Duncan (23 October, 2012) “From Poverty to Power, 2nd Edition: How active citizens and effective states can change the world”, Oxfam International. http://policy-practice.oxfam.org.uk/publications/from-poverty-to-power-2nd-edition-how-active-citizens-and-effective-states-can-249411 


Chapter 6: The Ethics of Inequality



What is the “right”, “just”, or “fair” distribution of income or wealth in a society anyway? Over centuries philosophers have pondered that question and have come up with five “theories of social justice”.

The theory usually invoked to defend inequality is meritocracy, according to which people should be compensated according to their contribution to society (or alternatively according to their talent, effort, and risk-taking). While meritocracy justifies some degree of inequality, it does not vindicate the current extreme inequality. That is because market prices often do not reflect contribution to society. A large portion of inequality (e.g., two thirds of billionaire wealth according to Jacobs, 2015) is driven by cronyism, inheritance, and monopoly, none of which are meritocratic. There is a lot of scope for public policy reforms that would make the global economy both more equal and more meritocratic. Besides, one could question the validity of meritocracy in the first place: why should people deserve income derived from genetically inherited talent but not from inherited wealth?
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	“Two thirds of the world’s billionaire wealth is tainted with cronyism, inheritance, or monopoly.”

“Meritocracy calls for less inequality, not more.”
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	Jacobs, Didier (20 November, 2015) “Extreme Wealth Is Not Merited”, Oxfam Discussion Papers. https://www.oxfam.org/en/research/extreme-wealth-not-merited 


Extreme inequality is clearly wrong according to three other theories of social justice: 

· Marxism: “From each one according to ability, to each one according to needs.” While socialism could accommodate inequality of labor income, capital ought to be nationalized in order to free workers from exploitation.

· Utilitarianism: “The most pleasure to the most people.” The total welfare of society should be maximized, regardless of distribution. This theory could justify redistribution to the extent that wealthy people derive less utility from an additional dollar than poor people do; for instance, people tend to derive less utility from their second car than from their first.

· Egalitarian liberalism (Rawls’ theory of justice): Economic inequality should exist only to the extent that it maximizes the well-being of the poorest, because that is the solution that free individuals would choose if they did not know where the lottery of birth would place them in society.

These theories of social justice justify massive redistribution of income and wealth. In the case of Marxism, all wealth and all capital income (almost half of GDP) should be redistributed. 

It is harder to determine the extent of redistribution called for by utilitarianism. For starters, Peter Singer (the most prominent contemporary utilitarian philosopher and a major donor of Oxfam) calls for all residents of rich countries (not just the rich) to donate at least 1% of their income to charity (Singer, 2004).

Egalitarian liberalism also justifies deep redistribution, well beyond the point where redistribution starts to harm economic growth because a reduction in GDP would be justified as long as the poor get a larger share of it and see their income increase in absolute terms.

The only theory of social justice that can rationally justify extreme inequality is libertarianism: “Do not interfere with consensual exchanges between free people”. However, are exchanges between people with extremely vast differences of wealth and power truly consensual? Is inequality derived from historical plunders (like colonialism or slavery) right? Is it right for some people to be born with a silver spoon in the mouth while others are born into abject poverty? And could the world economy function without any government coercion at all (e.g., no environmental law, no anti-trust law)? Libertarianism is out of touch with public opinion on many fronts.

Although Oxfam does not have an official position on which of these philosophical schools of thought it supports, Oxfam consistently advocates for a society that is constructed with the interests of the poorest and the most marginalized at its heart, which would suggest a preference for egalitarian liberalism.
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	Singer, Peter (2004) “One World: The Ethics of Globalization”, New Haven: Yale University Press.
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	Extreme economic inequality not only harms democracy and economic growth, but it is also morally wrong. Oxfam believes that the current levels of extreme wealth and extreme inequality in the world are morally unacceptable and that the gap between rich and poor must be substantially reduced as a matter of urgency.


	
	


Chapter 7: Other Drivers of Inequality



Oxfam has from the beginning of the Even it Up campaign identified the economic and political drivers of inequality. The main economic driver is the set of economic policies known as market fundamentalism or neoliberalism. These are dealt with in Chapter 4 of this policy compendium.
The second set of drivers identified by Oxfam are those around the capture of politics by elites and the very rich, which further fuels inequality as governments are made to work for those at the top, and not in the interests of the majority. This topic of political capture is dealt with in Chapter 5. 

Beyond these two powerful man-made drivers of inequality, there are other more structural ones. There is a scientific consensus on some though not all of them. Empirical techniques exist to assess their relative importance in driving inequality at particular times and places. The contribution of some drivers of inequality can be calculated precisely. For example, household survey data allow assessing geography as a driver of inequality by breaking down total inequality into inequality across regions and within regions. The importance of other drivers of inequality, like technology or globalization, is harder to estimate as researchers must rely on contested theoretical models. The three studies below summarize the current literature about the drivers discussed in the next sections.
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Furceri, Davide and Prakash Loungani (8 January 2013) “Who Let the Gini Out? Inequality and the IMF”, International Monetary Fund Presentation at Oxfam.

Dabla-Norris, Era, Kalpana Kochhar, Nujin Suphaphiphat, Frantisek Ricka and Evridiki Tsounta (June 2015) “Causes and Consequences of Income Inequality: A Global Perspective”, IMF Staff Discussion Note 15/13. https://www.imf.org/external/pubs/ft/sdn/2015/sdn1513.pdf 


7.1 War

War destroys physical capital and the inflation and devaluations that often accompany it destroys financial capital, thus reducing within-country wealth inequality. The two world wars and the Great Depression in the first half of the twentieth century killed the rentier class and ended the gilded era of high inequality. Indeed, a historical study (Scheidel, 2017) argues that political violence has been the only thing that has ever substantially reduced inequality: a depressing and not actionable finding which we should nevertheless be aware of. Hopefully the future can be different.
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	Scheidel, Walter (2017) “The Great Leveller: Violence and the History of Inequality from the Stone Age to the Twenty-First Century”, Princeton University Press.


7.2 Geography

The “citizenship rent”, i.e., being born in a rich country, accounts for up to two thirds of global inequality (according to Milanovic, 2016).

Geography matters a lot for within-country inequality as well. Rural areas are usually poorer than urban areas because productivity in agriculture is usually lower than in industry and services. Housing markets drive inequality within urban areas. There are also disparities of income across regions in most countries owing to varying histories of economic development. Infrastructure investments play an important role in alleviating or exacerbating such spatial inequalities.
7.3 Demography

Long-term demographic trends and changes in social norms affect inequality both upwards and downwards. The age pyramid, average household size, the prevalence of single-parent families and of two-earner households all have an impact on inequality across households. For instance, the shift from a society dominated by multigenerational traditional families (one “breadwinner”, one “housewife”, their kids as well as parents living under the same roof) to a more diverse society (two-earner couples vs. single-parent families) may contribute to a rise in inequality (Jacobs, 2000).
According to the first IMF study referenced below, demography and geography are the most important drivers of within-country inequality (in peace time), together accounting for about 30% of cross-country variation of inequality.
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	Jacobs, Didier (2000) “Low Inequality with Low Redistribution? An Analysis of Income Distribution in Japan, South Korea and Taiwan compared to Britain”, London School of Economics: CASEpaper 33. 


7.4 Horizontal Inequalities

Social exclusion based on gender, ethnicity, class, caste, disability and other categories (i.e., horizontal inequalities) can be a significant source of vertical inequality (i.e., the gap between rich and poor). Gender inequality is universal. In some countries, poverty is highly concentrated in specific ethnic groups.
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	See policy under Section 1.2 (page 6). 


7.5 Technology

Economic theory suggests that technological progress can increase inequality, as low-skilled workers are pit in competition with machines. Empirical studies confirm that effect, although it may not be as large as other drivers. In the future, information technology might increase inequality even more by automating some highly skilled professions as well, creating more “winner takes all” job markets. Universal access to quality education is therefore important to fight inequality.
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	New technology has huge potential to transform our lives for the better. This will only happen with active government intervention, especially in the control of technology. Government research is already behind some of the greatest innovations in recent times, including the smart phone. Governments must intervene to ensure that technology contributes to reducing inequality, not increases it.


7.6 Globalization
Economic theory suggests that international trade should increase inequality in rich countries and decrease it in poor countries as workers are pit in competition with each other across national boundaries. There is strong a popular belief that globalization hurts the working class in rich countries feeding populist political parties. Despite a large number of empirical studies on the subject, evidence of that effect remains contested. However, globalization is believed to have played a key role in decreasing international inequality since the late 1980s as “emerging economies” catch up with “advanced economies”. It is also believed, alongside with technology, to have weakened the bargaining position of workers in rich countries.
Evidence is stronger for international finance. Capital account liberalization – another word for free movement of capital – is one of the variables most correlated with increased inequality according to the IMF studies referenced below. 
Immigration of low-skilled workers could also increase within-country inequality by increasing competition for such jobs. But remittances are an important source of development finance and so immigration may reduce inequality across countries.
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	Oxfam has long drawn attention to the fact that globalization has created many losers as well as winners, particularly in our work on international trade and the global network of tax havens and financial secrecy. We are not anti-globalization, but we are against the current form of globalization, based on neoliberal economics, which has contributed to an enormous concentration of wealth in few hands and a harmful race to the bottom on tax and labor rights. Instead Oxfam supports a different vision of globalization, and the economy is regulated to ensure it benefits everyone. We have called this the Human Economy.


The above studies focus on individual drivers of inequality. There have been few attempts to develop an overarching theory of inequality. One such attempt developed in the 1950s is the Kuznets curve, which predicts that inequality is low in traditional societies (where everyone is poor), then grows as a country develops (some farmers move to cities and take more productive and better paid jobs) and eventually declines in rich societies (where everyone has better paid jobs). This theory is now largely discredited: although the urban-rural income gap is an important source of inequality particularly in poor countries, the data of Table 1 depict a more complex story; additional factors must be at work. 
Economist Milanovic has proposed to explain inequality trends as “Kuznets waves”. There can be several Kuznets cycles linked to succeeding industrial revolutions like the post-industrial revolution started in the 1980s and combined with globalization that pushed inequality back up in rich countries after the decline of the 1960s and 1970s that ended the previous cycle. 
Economist Piketty has developed a theory of not just inequality but capitalism itself. This theory rests on the observation that the return to capital has been stable over centuries at around 5% and on the accounting necessity that when the return to capital is greater than economic growth over the long term the ratio of wealth to income increases. Wealth is preserved over generation thanks to inheritance. That is why a very high degree of inequality has been the norm throughout history. The decline of inequality in the twentieth century was an anomaly driven by two world wars and a great depression. Economic growth also surpassed 5% for several decades thanks to demographic growth. As demography stabilizes and the shocks of war and depression become history, we are now heading back toward a rentier society. This theory has been criticized by many authors, who dispute the necessity of the rate of return of capital to be stable and the preservation of wealth over generations, among other things.
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Chapter 8: Impact of Inequality



Chapter 4 delves deeper into the impact of inequality on economic growth, and Chapter 5 into the argument that inequality harms democracy. The sections below address the arguments that inequality causes poverty and many social ills.
8.1 Inequality and Poverty
The linkage between income inequality and poverty is undeniable. Indeed, it is based on a mathematical identity known as the poverty-growth-inequality triangle:
Change in income of the poor = Economic growth x Income share of the poor

Hence poverty is as much a cause of inequality as a consequence of it. It may be more appropriate to say that poverty is inequality modified by economic growth. If economic growth is constant, falling inequality (as measured here by the income share of the poor) necessarily means lower poverty, or vice versa: falling poverty necessarily means lower inequality. The tricky bit is the complex dynamic relationship between growth and inequality, which is examined in Chapter 4. One should not assume that driving inequality down will necessarily lower poverty because it could also lower economic growth, although if done with the right policy mix it is possible to have a virtuous cycle of lower poverty, lower inequality, and higher economic growth. Because poverty and inequality are by definition intertwined, a lot of the drivers of, as well as solutions to, inequality are the same as the drivers of and solutions to poverty (see Chapters 4, 5, 6 and 7).
While both inequality and growth matter for poverty reduction, which is more important? It turns out that they matter about equally. Figure 2 presents projections of reduction of extreme poverty ($1.25 a day) between 2015 and 2030 to assess the feasibility of reaching the first Sustainable Development Goal. Relative to a baseline of constant inequality and growth forecasted based on standard economic models, the best-case scenario of inequality reduction (assuming that sharp declines in inequality observed in some countries in the past are generalized across all countries between 2015 and 2030) produce about the same reduction in poverty than the best case growth scenario (assuming that historical discrepancies between actual and forecasted growth are systematically favorable). Likewise, the worst-case scenarios of either variable result in similar, much lower poverty reduction. To achieve the first Sustainable Development Goal of ending extreme poverty by 2030, we need the best-case scenarios of both growth acceleration and inequality reduction.
At the same time Oxfam believes there is a clear relationship between the explosion in extreme wealth and the failure to eliminate extreme poverty. As shown in Chapter 6, the origins of the wealth of the richest owes little to hard work and talent, and a lot to inheritance, monopoly and crony links to government. Oxfam does not believe there will be an end to poverty unless we also end extreme wealth. 
Figure 2: Ending poverty by 2030 under different inequality and growth scenarios
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Source: Chandy et al. (2013)
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	Chandy, Laurence, Natasha Ledlie and Veronika Penciakova (April, 2013) “The Final Countdown: Prospects for Ending Extreme Poverty by 2030”, The Brookings Institution: Global Economy and Development at Brookings Policy Paper 2013-04, https://www.brookings.edu/wp-content/uploads/2016/06/The_Final_Countdown.pdf 

Oxfam (21 September 2015) “Inequality and the end of extreme poverty”, Oxfam Media Briefing. http://policy-practice.oxfam.org.uk/publications/inequality-and-the-end-of-extreme-poverty-577506  

	[image: image51.png]




	“Economic growth is not enough to end extreme poverty by 2030. We also need less inequality.”
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	Institutions fighting poverty, from the United Nations and the World Bank to national governments and from NGOs to foundations, should also address inequality. Addressing the root causes of poverty requires examining the sources of wealth. There will be no end to extreme poverty without significantly scaling up efforts to close the gap between rich and poor. 

To end extreme poverty, we must also end extreme wealth. Today’s gilded age is undermining our future, and needs to be ended. The richest should be made to contribute to society fairly and not be allowed to get away with unfair privileges. To do this we need to see the rich pay their fair share of tax: we must increase taxes on both wealth and high incomes to ensure a more level playing field, and clamp down on tax dodging by the super-rich.


8.2 Inequality and Social Ills

In The Spirit Level, Wilkinson and Pickett argue that inequality causes a series of social ills including poor physical and mental health, drug abuse, teenage pregnancy, poor educational performance, violence and imprisonment. While very useful, this study does not represent a scientific consensus: the country coverage is limited to some rich countries and one time period, and correlation does not mean causation. Nevertheless, other studies back up the findings linking inequality to some of the social ills, especially health.
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	Wilkinson, Richard and Kate Pickett (2011) “The Spirit Level: Why Greater Equality Makes Societies Stronger”, Bloomsbury Press.


Beyond the methodological debate, The Spirit Level makes an intuitively compelling argument: countries where there is high social cohesion manage to keep inequality low either through high redistribution or good predistribution or both, and also manage to keep social ills in check better than other countries.
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	Even It Up! approaches inequality first from an economic perspective, focusing on income and wealth inequality and advocating policies of redistribution or predistribution. Because these policies are hard to pass, we have also adopted a political science perspective focusing on elite capture of politics (see Chapter 5). We may now want to complement that with a sociological perspective (and add a chapter on the sociology of inequality to this compendium). If social cohesion is a key concept underpinning both low inequality and the relationship between inequality and social ills, how does social cohesion come about? The Spirit Level shows that the countries with low social ills are the Nordic and Germanic countries as well as Japan, which also have lower levels of vertical income inequality thanks either to their labor market institutions or high levels of taxes and social spending. The Nordic and Germanic countries as well as Japan also have fairly homogenous populations – in other words, they have low horizontal inequalities (although it is changing notably owing to immigration, and indeed inequality is rising in these countries). To what extent is vertical inequality driven by horizontal inequalities? How do we change society to allow for diversity (e.g., migration) without harming social cohesion? Oxfam focuses on one form of horizontal inequality: gender. Considering that demography and geography are important drivers of inequality, we should integrate a full sociological analysis of other horizontal inequalities in our country reports and seek to better understand how to improve social cohesion.
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	Oxfam believes that inequality is not just bad economically, but it also undermines our societies. It corrodes our politics. It increases fear and insecurity. It makes us unhealthier and unhappier. Unequal societies are less resilient and less able to cope with the challenges of the 21st century, like climate change. These multiple additional negative impacts of inequality make the need to close the gap even more compelling. 


8.3 Inequality and the Environment
Inequality and environmental destruction are clearly linked. High income countries, with 16% of the world’s population, account for over 75% of global consumption and 41% of global emissions of CO2 (REFERENCE). Ecological damage is disproportionately caused by those who have benefited the most from economic growth, while it is those least responsible who bear the brunt of environmental degradation. The poorest half of the global population is responsible for only around 10% of total global emissions, but lives in areas that are most vulnerable to climate change (Oxfam, 2015). The average footprint of the richest 1% globally could be as much as 175 times that of the poorest 10% (REFERENCE).

Current levels of inequality are incompatible with ending absolute poverty within global carbon constraints. Average per capita income in the world would need to be over $100,000 for everyone to earn at least $1.25 a day if the current level of inequality were held constant (Woodward, 2015).
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	Oxfam (2015) “Extreme Carbon Inequality”. https://www.oxfam.org/en/research/extreme-carbon-inequality
Raworth, Kate (2012) “A Safe and Just Space for Humanity”, Oxfam Discussion Papers. https://www.oxfam.org/en/research/safe-and-just-space-humanity 

Woodward, D (2015) “Incrementum ad Absurdum: Global Growth, Inequality and Poverty Eradication in a Carbon-Constrained World”, World Economic Review. http://wer.worldeconomicsassociation.org/files/WEA-WER-4-Woodward.pdf 

	[image: image57.jpg]



	Economic inequality and environmental destruction are closely linked. The failed economic model that has led to huge wealth accumulation for a tiny minority has also led to the destruction of the planet and set us on a path to catastrophic climate change. The average footprint of the richest 1% globally could be as much as 175 times that of the poorest 10%. We cannot end poverty by continuing the same distribution of economic growth without destroying the planet. Instead we must build a Human Economy that benefits the majority whilst preserving the planet for future generations.


Chapter 9: Solutions to Inequality


Most if not all economic policies affect inequality either upwards or downwards, whether intentionally or not. The power of the public policy instruments examined in this chapter is such that any national government could reduce inequality of disposable income to a Palma of 1 in a matter of years if it was determined to do so. However, radical change would also raise economic, political, and ethical issues discussed in previous chapters. Oxfam supports all policies reducing inequality, with the appropriate mix set through an inclusive debate at national level.
A number of these policy areas already have full policy compendiums of their own. If you need further detail on Oxfam’s policy on taxation, gender, land or public services, see https://oxfam.app.box.com/folder/43310034637. 
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	Atkinson, Tony (2015) “Inequality: What can be done?”, Harvard University Press. 


9.1 Gender Justice

We must fight horizontal inequalities to address vertical inequality. Gender inequality, in particular, is universal. The wage gap between men and women exists in all countries and industries. Women bear the lion’s share of unpaid care work. Discrimination against women is moored in social attitudes and sometimes enshrined into law. Gender inequality harms economic growth (Klasen et al., 2009).
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	Oxfam believes there is a close relationship between economic inequality and gender inequality. Growing economic inequality makes the fight for gender equality much harder, and has led to set backs in some countries.  Equally gender inequality gives us a new perspective on economic inequality and its causes, particularly the exploitation of social norms around the inequality of women and men. 

Governments and international institutions should agree to:

· Implement economic policies and legislation to close the economic inequality gap for women, including measures that promote equal pay, maternity leave, decent work, access to credit, equal inheritance and land rights, and recognize, reduce and redistribute the burden of unpaid care;

· Systematically analyze proposed economic policies for their impact on girls and women; improve data in national and accounting systems – including below the household level – to monitor and assess such impact (for example on the distribution of unpaid care work);

· Prioritize gender-budgeting to assess the impact of spending decisions on women and girls, and allocate it in ways that promote gender equality;

· Implement policies to promote women’s political participation, end violence against women and address the negative social attitudes of gender discrimination;

· Include women’s rights groups in policy making spaces.

Corporations should agree to:

· End the gender pay gap and push other corporations to do the same;

· Ensure access for decent and safe employment opportunities for women, nondiscrimination in the workplace, and women’s right to organize;

· Recognize the contribution of unpaid care work, and help reduce the burden of unpaid care work disproportionately borne by women, by providing child and elderly care and paid family and medical leave, flexible working hours, and paid parental leave;

· Support women’s leadership, for example by sourcing from women-led producer organizations, supporting women to move into higher roles and ensuring women occupy managerial positions;

· Analyze and report on their performance on gender equality, for example, through the Global Reporting Initiative’s Sustainability Reporting Guidelines and the UN Women Empowerment Principles.
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	Oxfam International (November, 2011) “Gender Justice Policy Compendium” A collection of OI’s positions on gender equality and women’s rights, 2011”. https://sumus.oxfam.org/gender-justice-change-goal-group/documents/gender-justice-policy-compendium 
Oxfam Women and the 1% https://www.oxfam.org/en/research/women-and-1
Oxfam An Economy that works for Women http://policy-practice.oxfam.org.uk/publications/an-economy-that-works-for-women-achieving-womens-economic-empowerment-in-an-inc-620195
Klasen, Stephan and Francesca Lammana (2009) “The Impact of Gender Inequality in Education and Unemployment on Economic Growth: New Evidence for a Panel of Countries”, Feminist Economics. http://chicagopolicyreview.org/wp-content/uploads/2014/09/Gender-and-Economic-Growth.pdf 


9.2 Taxes and Social Security
Direct taxes and social transfers represent the difference between market and disposable incomes. They account for a big difference in disposable income inequality across countries. To reduce inequality, not only the progressivity of tax is important (i.e., ensuring that rich people pay more tax than poor people as a proportion of income), but the progressivity of spending the tax proceeds is crucial (see next section).
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	Lustig, Nora, Carola Pessino and John Scott (April 2013) “The Impact of Taxes and Social Spending on Inequality and Poverty in Argentina, Bolivia, Brazil, Mexico, Peru and Uruguay: An Overview”, CEQ Working Paper No.13. http://www.commitmentoequity.org/publications_files/CEQWPNo13%20Lustig%20et%20al.%20Overview%20Arg,Bol,Bra,Mex,Per,Ury%20April%202013.pdf 

Bastagli, Francesca, David Coady, and Sanjeev Gupta (June 28, 2012) “Income Inequality and Fiscal Policy”, IMF Staff Discussion Note SDN/12/08. https://www.imf.org/external/pubs/ft/sdn/2012/sdn1208.pdf 
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	Tax is a very powerful weapon in the struggle against inequality. It can be used to make society more equal, and more progressive. In recent years, the use of tax to reduce inequality has decreased dramatically. In many countries tax systems are actually increasing inequality and poverty. The global network of tax havens and tax secrecy fuel this further, with companies and rich individuals able to avoid large amounts of tax. Oxfam believes that tax and tax systems must be reclaimed so they work for everyone, and not the wealthy few. 

Governments and international institutions should agree to:

· Increase their national tax to GDP ratio, moving it closer to their maximum tax capacity in order to mobilize greater domestic public revenue;

· Rebalance direct and indirect taxes, ending the race to the bottom in corporate taxation and shifting the tax burden from labor and consumption to capital and wealth, and the income derived from these assets, through taxes such as those on financial transactions, property, or capital gains. International institutions should promote and support such progressive reforms at the national level;

· Adopt an inheritance tax with exemption for small estates, or alternatively a lifetime gift tax; 
· Adopt progressive national wealth taxes and explore a global wealth tax such as the billionaire tax or the Anonymous Wealth Tax, and commit to using this revenue to fight global poverty;
· Assess fiscal policies from a gender-equality perspective.
To fight tax dodging and end the race to the bottom in corporate taxation, governments and international institutions should agree to:

· Ensure the participation of developing countries in all reform processes on an equal footing;

· Commit to prioritizing the eradication of tax avoidance and evasion as part of an agenda to tackle the unfair economic systems that perpetuate inequality;

· Support national, regional and global efforts to promote tax transparency at all levels, including making multi-national companies publish where they make their profits and where they pay taxes (through mandatory country-by-country reporting that is publicly available), as well as who really owns companies, trusts and foundations (through disclosure of beneficial ownership);

· Automatically exchange information under a multilateral process that will include developing countries from the start even if they can’t provide such data themselves;
· Publish core elements of tax rulings (agreements between tax authorities and multinational companies) to make both governments and companies accountable to citizens;
· Combat the use of tax havens and increase transparency, by adopting a common, binding and ambitious definition of what a tax haven is, as well as blacklists and automatic sanctions against those countries, companies and individuals using them;

· Ensure taxes are paid where real economic activity takes place; adopt an alternative system to the current failed arm’s length principle of taxing companies;

· Promote the establishment of a global governance body for tax matters to ensure tax systems and the international tax architecture works in the public interests of all countries, to ensure effective cooperation and close tax loopholes.
· Work together to end the race to the bottom on corporate tax rates. Corporate tax rates need to be set at a level that is fair, progressive and contributes to the collective good. This should include consideration of how to ensure that all countries are able to deliver their commitments under the Sustainable Development Goals (SDGs), reduce their dependency on regressive taxation, and effectively set public spending – thereby helping to close the inequality gap;
· Within the new generation of tax reforms, act to define and review harmful tax practices and measures, in order to ban them both nationally and globally;
· Cease offering discretionary tax incentives, and subject all new tax incentives to rigorous economic and risk assessments (including their contribution to global and regional ‘races to the bottom’). All incentives should be disclosed and regularly reviewed to limit private long-term benefits and public harm; all tax exemptions should be phased out where there is no clear evidence that they are effective;
· Establish through regional forums guidelines and criteria for the circumstances under which tax incentives and exemptions are acceptable.
Corporations should agree to:

· Stop using tax havens;

· Support national, regional and global efforts to promote tax transparency at all levels, including publishing where they make profits and where they pay taxes (mandatory country-by-country reporting that is publicly available).
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	Oxfam International (30 August, 2013) “Fiscal Justice Policy Compendium”. https://sumus.oxfam.org/essential-services/documents/fiscal-justice-policy-compendium-aug-2013 

Oxfam (May, 2014) “Business Among Friends: Why corporate tax dodgers are not yet losing sleep over global tax reform”, Oxfam Briefing Paper 185. http://policy-practice.oxfam.org.uk/publications/business-among-friends-why-corporate-tax-dodgers-are-not-yet-losing-sleep-over-316405 

Itriago, Deborah (September, 2011) “Owning Development: Taxation to fight poverty”, Oxfam Research Report. https://www.oxfam.org/sites/www.oxfam.org/files/file_attachments/rr-owning-development-domestic-resources-tax-260911-en_3.pdf 

Anthony B. Atkinson “Inequality: What can be done?”, Cambridge: Harvard University Press.
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	Further develop Oxfam’s policies on property, wealth, capital gains and inheritance taxation.
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	To establish a universal social protection floor, governments and international institutions should agree to:

· Provide basic income security for children, the elderly and those who are unemployed or unable to earn a decent living, through universal child benefits, unemployment benefits and pensions;

· Provide universal child and elderly care services, to reduce the burden of unpaid care work on women and complement social protection systems;

· Ensure the provision of gender-sensitive social protection mechanisms to provide a safety net for women, in ways that provide an additional means of control over household spending.
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	Godfrey, Claire (28 October, 2014) “Even It Up Campaign: Inequality Policy”.
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	Further develop Oxfam’s policies on social protection, including social insurance, and social assistance in cash and in kind.


9.3 Social Services

In-kind social services like education and health care (as well as indirect taxes like the Value Added Tax) represent the difference between disposable and final incomes, which is substantial. In many countries the value of public services consumed by the poor is almost as high as their income. 
Moreover, an equitable education has the potential to increase social mobility. There is evidence that countries with higher returns to education (or more inequality between college graduates and non-college graduates) have lower intergenerational mobility. Hence it is crucial to provide quality education to all, starting with but not limited to elementary education. 
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	Lustig, Nora (March 2015) “The Redistributive Impact of Government Spending on Education and Health: Evidence from Thirteen Developing Countries in the Commitment to Equity Project”, CEQ Working Paper No.30. http://www.commitmentoequity.org/publications_files/Comparative/CEQWPNo30%20RedisImpactGovntSpendEducHealth%20March%202015.pdf 

Verbist, Gerlinde, Michael F. Förster and Maria Vaalavuo (10 January, 2012) “The Impact of Publicly Provided Services on the Distribution of Resources: Review of New Results and Methods”, OECD Social, Employment and Migration Working Papers No.130. http://www.oecd-ilibrary.org/social-issues-migration-health/the-impact-of-publicly-provided-services-on-the-distribution-of-resources_5k9h363c5szq-en
Corak, 2013 (Op. Cit.)
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	Governments and international institutions should agree to:

· Guarantee free high-quality healthcare and education for all residents, removing all user fees;

· Implement national plans to fund healthcare and education, by spending at least 15 percent of government budgets on healthcare and 20 percent on education. Donor governments must mirror these allocations in bilateral aid, and international institutions should promote equivalent social spending floors;

· Prioritise scaling up the public provision of quality services for all. 

· Implement systems of financial-risk pooling to fund healthcare via tax and avoid health insurance schemes that are based on voluntary contributions;

· Stop new and review existing public incentives and subsidies for healthcare and education provision by private for-profit companies;

· Implement strict regulation for private sector healthcare and education facilities to ensure safety and quality, and to prevent them from stopping those who cannot pay from using the service;

· Exclude healthcare, medicines, medical technologies, knowledge and education from all bilateral, regional or international trade and investment agreements, including those which lock national governments into private healthcare and education provision;

· Ensure that women’s health needs are prioritized, sexual and reproductive rights are upheld, and that bilateral aid is not permitted to constrain women’s access to reproductive health services.

Corporations should agree to:

· Stop lobbying for the privatization of vital public services, including healthcare and education;

· Work with government efforts to regulate private healthcare providers to ensure their positive contribution to Universal Health Coverage.
Donor governments and international institutions should agree to:

· Increase investment in long-term, predictable development finance, supporting governments to provide universal free public services for all citizens; Official Development Aid should be at least 0.7% of GDP;
· Invest in strengthening public administrations to raise more domestic revenue, through progressive taxation for redistributive spending;

· Measure programs on how well they strengthen democratic participation and the voice of people to challenge economic and social inequalities (such as gender and ethnicity).
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	Oxfam health policy positions: https://sumus.oxfam.org/free-and-public-health-care-group/documents/oxfam-health-policy-position-0
Oxfam (3 April, 2014) “Working for the Many: Public services fight inequality”, Oxfam Briefing Paper 182. http://policy-practice.oxfam.org.uk/publications/working-for-the-many-public-services-fight-inequality-314724
Oxfam (9 October, 2013) “Universal Health Coverage: Why health insurance schemes are leaving the poor behind”, Oxfam Briefing Paper 176. http://policy-practice.oxfam.org.uk/publications/universal-health-coverage-why-health-insurance-schemes-are-leaving-the-poor-beh-302973  

Oxfam (19 June, 2012) “Gender Justice Policy Compendium: Sexual and Reproductive Health and Rights”. https://sumus.oxfam.org/gender-justice-policy-advocacy-and-campaigns-group-gj-pac/documents/gj-policy-compendium-sexual-and
Oxfam International (May 2012) “Aid Policy Compendium 2012”. https://sumus.oxfam.org/essential-services/documents/aid-policy-compendium-may-2012-0   


9.4 Labor Market Regulation

Labor laws have an important effect on market income. The labor market is very segmented in poor countries between the formal and informal economy, which is believed to be an important source of market inequality. In rich countries, too, there is an insider-outsider phenomenon where permanent workers enjoy more legal protection than temporary ones. 

Economic theory predicts that wages increase in proportion to labor productivity. A key trend coinciding with the increase in inequality in rich countries, and particularly in the United States and other Anglo-Saxon countries, since the 1980s is the decoupling of wages from labor productivity for nonsupervisory workers. The weakening of collective bargaining probably explains this phenomenon, and might itself be explained in part by globalization and technological progress (see above) as well as neoliberal policies. This trend coincides with an explosion in executive pay, again mainly in Anglo-Saxon countries. A race to the bottom on wages also occurs among developing countries.
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	Oxfam (June 2016) “Underpaid and Undervalued: How Inequality Defines Women’s Work in Asia”, Oxfam Issue Briefing. https://www.oxfam.org/sites/www.oxfam.org/files/file_attachments/ib-inequality-womens-work-asia-310516.pdf
Bivens, Josh and Lawrence Mishel (2 September, 2015) “Understanding the Historic Divergence Between Productivity and a Typical Worker’s Pay”, EPI Briefing Paper No. 406. http://www.epi.org/publication/understanding-the-historic-divergence-between-productivity-and-a-typical-workers-pay-why-it-matters-and-why-its-real/ 

Bakija, Jon, and Bradley T. Heim (March 17, 2009) “Jobs and Income Growth of Top Earners and the Causes of Changing Income Inequality: Evidence from US Tax Return Data”, Williams College. http://web.williams.edu/Economics/bakija/BakijaHeimJobsIncomeGrowthTopEarners.pdf
Holmberg, Susan, and Michael Umbrecht (23 October, 2014) “Understanding the CEO Pay Debate: A Primer on America’s Ongoing C-Suite Conversation”, Roosevelt Institute. http://www.rooseveltinstitute.org/policy-and-ideas/big-ideas/understanding-ceo-pay-debate
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	Governments should:

· Move minimum wage level towards a living wage for all workers;

· Include measures to narrow the gap between minimum wages and living wages in all new national and international agreements;

· Tie public procurement contracts to companies with a ratio of highest to median pay of less than 20:1, and meet this standard themselves;
· Develop action plans to tackle forced labor in workplaces within their borders;

· Increase participation of workers’ representatives in decision-making in national and multinational companies, and ensure equal representations of women and men in such roles;

· Set legal standards protecting the rights of all workers to unionize and strike, and rescind all laws that go against those rights.

Corporations should:

· Comply with all labor regulations;

· Pay their workers a living wage and ensure workers in their supply chain are paid a living wage;

· Publish the wages in their supply chains and the number of workers who receive a living wage;

· Publish data on the ratio of highest to median pay, and aim to meet the ratio of 20:1;

· Build freedom of association and collective bargaining into the company’s human rights due diligence;

· End the practice of using their political influence to erode wage floors and worker protections, uphold worker rights in the workplace, and value workers as a vital stakeholder in corporate decision making;
· Track and disclose roles played by women in their operations and supply chain;
· Agree an action plan to reduce gender inequality in compensation and seniority.
[Oxfam defines a living wage as one which for a full-time working week (without overtime) would be enough for a family to meet its basic needs and allow a small amount for discretionary spending.]
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	Godfrey, Claire (28 October, 2014) “Even It Up Campaign: Inequality Policy”.
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	Further develop policies on labor rights, urban employment, industrialization and shift from informal to formal sectors. Produce a separate labor policy compendium.


9.5 Financial Market Regulation

Financial deregulation also affects market inequality. Besides executive pay, another major source of top earning growth has been the finance industry (again mainly in Anglo-Saxon countries). The IMF studies mentioned in Chapter 4 find that countries with deep financial markets tend to have more inequality. The deregulation of the finance industry may have allowed it to capture a growing share of the wealth created elsewhere in the economy.

There have also been studies arguing that financial deregulation is a consequence of inequality, as stagnating incomes for the middle class have led to an explosion of consumer credit and residential mortgages, the speculation on which led to the 2008 financial crisis. The impact of financial crises on inequality varies, however, as rich people and poor people both suffer in different degrees.
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	Greenwood, Robin, David Scharfstein, John H. Cochrane, Andrei A. Kirilenko, Andrew W. Lo, Thomas Philippon, Ariell Reschef and Burton G. Malkiel (Spring 2013) “Symposium: The Growth of the Financial Sector”, The Journal of Economic Perspectives, Vol.27 No.2, pp.3-108. https://www.aeaweb.org/issues/303
Oxfam International If not now, when? https://www.oxfam.org/sites/www.oxfam.org/files/file_attachments/bn-if-not-now-when-0811%20_11.pdf

	[image: image76.jpg]



	Much financial activity is at best socially useless and at worst actively harming human progress and increasing inequality. The financial sector is also very powerful and politically influential, and has captured politics in countries like the UK and the US. Oxfam believes there should be far more effective regulation of the financial sector. Finance should be the servant of economic progress and equality, not the master. In addition to regulation, governments should adopt a Financial Transaction Tax and devote the proceeds to fight domestic poverty and increase development assistance.


9.6 Goods and Services Markets Regulation

Monopolies overcharge poor people and the middle class and transfer wealth to the shareholders of large companies. A third of the world’s billionaire wealth is derived from industries prone to cronyism or monopolies, and that share rises to half for developing countries (Jacobs, 2005, Op.Cit.).

The impact of regulation of goods and services markets on market inequality is less understood. A recent study finds that market concentration is growing in most industries in the United States. Moreover, a large proportion of labor income inequality is due to inequalities between companies as opposed to within companies. In other words, large companies overcharge consumers thanks to monopoly power and, while some of the excess profit is passed on to shareholders and executives, some of it is also passed on to workers, creating a growing inequality between workers of booming and stagnating companies. 
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	Furnam, Jason and Peter Orszag (16 October, 2015) “A Firm-Level Perspective on the Role of Rents in the Rise of Inequality”, Columbia University: Presentation at “A Just Society” Centennial Event in Honor of Joseph Stiglitz. https://www.whitehouse.gov/sites/default/files/page/files/20151016_firm_level_perspective_on_role_of_rents_in_inequality.pdf 
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	Research market concentration at country level and link it to research on elite capture of politics.


9.7 Land Market Regulation

Land market regulation can also affect inequality. In rich countries, a speculative bubble in the housing market was the source of the 2008 financial crisis. Moreover, in the United States it appears to be returns to real property rather than to industrial capital that has been driving the rise in the capital income share of GDP, which disproportionately benefit the rich. The decline in the labor share does not appear to have had a big impact on wages.
In poor countries, land reform can have a big positive impact on wealth as well as income inequality because land constitutes a large part of wealth. By contrast, land grabs destroy both the wealth and the livelihoods and hence earning potential of the poor while enriching the rich.
	[image: image79.png]T0 DO LIST

oogoag




	

	
	The studies on labor, financial, and products market regulation referenced above draw on data mostly from rich countries. We should commission a literature review of the drivers of inequality in low-income and middle-income countries, including both countries where inequality rose and where it declined. In particular, we should explore and debate the importance of the divide between the formal and informal economies as drivers of inequality and the labor regulation underpinning that divide.
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	The inequality in the distribution of land is the oldest and most pervasive form of wealth inequality.  Countries that have engaged in substantial land redistribution, such as Taiwan and Japan have seen much more equitable economic growth.  Oxfam is in favour of a much more equitable distribution of land where justified, including its redistribution. 

Governments should:

1. Urgently and effectively respond to demands for access to and control over land and means of production by rural populations, taking concrete measures that contribute to the redistribution of land ownership and greater equity, and putting into practice the Guidelines on Responsible Governance of Tenure of Land; 
2. Recognize rural women as full citizens and bearers of rights, who play a key role in family and national economies, and guarantee their access to land and other productive resources, which requires specific policies with a gender perspective to overcome the obstacles that prevent women from exercising their right to land; 
3. Protect the collective territorial rights of indigenous communities, in accordance with the UN Declaration on the Rights of Indigenous Peoples, and facilitate progress in titling processes; 
4. Guarantee the right to be consulted, by implementing legislation and mechanisms to enable any community affected by investments in land, or by natural resource extraction and exploitation activities, to give or withhold its free, prior and informed consent; 
5. Limit the power of elites and their ability to influence the design and implementation of public policies through an effective regulatory framework that balances political representation, and protects the public interest; 
6. Promote economic and investment policies that foster balanced and diversified economic growth, prioritizing territorial development, respect for the environment, job creation, and the regulation of working conditions, while also establishing a regulatory framework to ensure a more equitable distribution of the benefits resulting from indirect forms of landholdings, such as land rental arrangements, and production and storage contracts; 
7. Prevent the negative impacts of natural resource extraction and exploitation activities with stringent regulations that reflect international standards; stricter controls on their environmental, social, and cultural impacts; and limiting or prohibiting activities that infringe the rights of the communities and peoples affected; 
8. Establish tax systems that ensure fair taxation in relation to land ownership and the benefits derived from land use, and discourage the accumulation of land for speculative purposes; 
9. Combat impunity by implementing prevention and protection mechanisms to end all forms of violence and criminalization against indigenous and peasant leaders, as well as against land and human rights defenders; 
10. Guarantee access to justice by ensuring the independence and impartiality of judicial officials, and the proper investigation, punishment, and reparation of human rights violations committed in contexts of land investment, and natural resource extraction and exploitation activities.
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	Oxfam (November 2016) “Unearthed: Land, Power and Inequality in Latin America”. https://www.oxfam.org/sites/www.oxfam.org/files/file_attachments/bp-land-power-inequality-latin-america-301116-en.pdf 


9.8 Investment in the poor’s productive capacity

Last but not least, all investments in the poor’s productive capacity, from rural infrastructure to agricultural extension services and from microfinance to natural resources management, help fight inequality as well as poverty. There is great potential for synergies between Oxfam’s Grow and Even It Up campaigns.
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	Governments, donors and the private sector should:

· Make agriculture center stage. Ultimately, to reduce poverty agriculture must once again become a top priority for governments and donors alike.

· Invest more, and more wisely. Investments in agriculture must be greater than previously envisioned, predictable, transparent, untied, channeled through budget support, and complemented by funding for civil society groups both as government watchdogs and as complementary service providers.

· Recognize that one size does not fit all. Investments in agriculture and agricultural research for marginalized areas need to be tailored to the conditions of specific locations, participatory and demand-driven.

Governments should:
· Fill the gap left by the private sector. Because private sector investors find few profitable opportunities in marginal areas, the public sector and voluntary sector must play stronger roles.

· Build sustainable rural livelihoods. Public investments in agriculture are paramount, but must be complemented by investments in non-farm rural development, soft and hard infrastructure, education and health care to have the greatest impact on productivity and ultimately poverty reduction.

· Invest in marginal areas. Agricultural investments must include those that have been left behind – an estimated 66 per cent of poor, rural people. Any strategy that exclusively emphasizes agricultural investments in favored areas is ill-advised, particularly in countries with limited shares of high-potential land.

· Support low external input technologies. Investments are needed in the development of low external input technologies that address resource conservation, reduce dependence on purchased inputs and promote farmer empowerment in marginal and favored areas.

· Recognize that there is no silver bullet. Just as there is no one technology that will work everywhere, technology in and of itself is only part of the answer. Investments must also reach outside of agriculture entirely to provide safety nets for those affected by climatic and market shocks and who cannot engage consistently in the economy.

· Empower farmers and their communities to participate in identifying their own needs and most suitable investments by strengthening the capacity of producer organizations to undertake collective actions, bargain for better prices and services and self-finance development priorities.

· Treat people as the key resource to develop. Delivery of better technology will not in itself end hunger or improve food security. Investments in agricultural technologies that work in marginalized areas require substantial investments by farmers themselves. Most promising new technologies are knowledge-intensive. Their adoption and impact depends on farmer education outside formal schooling such as farmer field schools.

· Strengthen labour rights. Waged agricultural workers need enforceable legislation that provides better worker protection, minimum wages, pensions and access to health care.

· Invest in women’s needs. Women are the key to food security. Investments in agriculture must involve women and address women‘s needs within agriculture and related sectors. Women’s access to inputs and financial services must be improved in order for their potential to be realized.
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	Oxfam (June 2009) “Investing in Poor Farmers Pays: Rethinking how to invest in agriculture”, Oxfam Briefing Paper 129. https://www.oxfam.org/sites/www.oxfam.org/files/bp-129-investing-in-poor-farmers.pdf 


9.9 Aid

Aid can play a critical role in addressing global inequality. As a resource flow from richer countries to poorer countries, it is a form of global redistribution, and as such makes a contribution to reducing global inequality, or the gap between rich countries and poor countries. Flows of aid to developing countries are of course dwarfed by flows in the other direction, such as tax avoided, debt payments and other forms of illicit financial flows. But nevertheless, it is useful to characterize aid not as charity but as a fiscal transfer, a tax on the richest countries to benefit the poorest.  
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	Oxfam believes that aid is a crucial tool in the fight against inequality. Fiscal transfers from rich countries to poor ones help reduce global inequality, and are morally necessary given that rich countries’ wealth originates partly in the exploitation of developing countries. Many countries will be unable to reduce inequality and reach the SDGS without financial transfers from rich countries. Aid can help reduce inequality in many ways, and three of the most important ones are supporting universal public services, supporting more progressive taxation, and supporting civil society and active citizens.
To maximize its impact against inequality, aid should be given in a long-term, predictable way. When given to support governments, it should align with government systems and plans, and should ideally be delivered through the government budget.

Aid can also contribute to growing inequality.This can happen when it is made conditional on implementation of economic policies that increase inequality, for example financial liberalization or lower corporate taxation.  It can also happen when it is used to finance or support actions that can increase inequality, such as private education, private healthcare, and large-scale land acquisitions.
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	A project is under way to develop our policy on aid and inequality.


� So income inequality is the dispersion of income within a given population; consumption inequality is the dispersion of consumption within a given population; and wealth inequality is the dispersion of wealth within a given population.


� � HYPERLINK "https://www.economist.com/blogs/democracyinamerica/2011/07/neoliberalism" �https://www.economist.com/blogs/democracyinamerica/2011/07/neoliberalism�


� HYPERLINK "https://www.ft.com/content/4b98c052-238a-11e6-9d4d-c11776a5124d" �https://www.ft.com/content/4b98c052-238a-11e6-9d4d-c11776a5124d� 


� See for example Mark Carney’s speech to the inclusive capitalism conference in 2014 where he said ‘Just as any revolution eats its children, unchecked market fundamentalism can devour the social capital essential for the long-term dynamism of capitalism itself,’ http://www.huffingtonpost.ca/2014/06/01/mark-carney-market-fundamentalism_n_5427653.html


� http://www.cfr.org/globalization/market-fundamentalism-review-joseph-stiglitzs-globalization-its-discontents/p4663


� Friedman, M, Neoliberalism and its Prospects Farmand,


17 February 1951, pp. 89–93 http://0055d26.netsolhost.com/friedman/pdfs/other_commentary/Farmand.02.17.1951.pdf


� IMF Neoliberalism: Oversold? Finance and Development Volume 53 Number 2 June 2016 http://www.imf.org/external/pubs/ft/fandd/2016/06/ostry.htm


� http://www.adamsmith.org/blog/coming-out-as-neoliberals
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