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Elite must recognise the danger of 

inequalities they help to produce 
Philip Aldrick 

Below the Louvre in Paris, beside a marble shopping centre packed with luxury products, 600 wealth managers gathered to hear Sir Angus Deaton, a 

Scottish economist who teaches at Princeton, deliver a half-hour lecture on inequality. Work with his wife and fellow professor Anne Case into health 

outcomes in the United States won him the Nobel Prize in 2015 and he drew on the research to argue that a political and social disaster looms if 

policy does not correct the bias against pay in western capitalist systems. 

It was bleak stuff. Poorly educated, middle-aged white Americans are dying younger, largely from drugs, alcohol and suicide. Numbers of such 

“deaths of despair” have surged after four decades in which median US real wages, after inflation, have stagnated. Productivity growth has accrued 

not to wages but profits, which have risen from 20 per cent to 25 per cent of GDP since the 1970s. Many advanced countries, though not the UK, 

have had an equivalent decline in “labour share”. 

Populism has sprouted from soil so rich with resentment, Sir Angus said. It is not about inequality as much as the “perceived unfairness” that 

accompanies inequality. The Democratic Party is disliked by white working-class Americans because it “is seen as the party of special interests, 

whether banks, minorities or educated elites” while ignoring the one section of society where life expectancy is falling. 
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The elite fund managers and clients at Amundi’s annual conference in Paris barely shuffled in their seats as Sir Angus, whose father was a coalminer, 

politely tore into them. They were the problem, he said. “The stock market rewards not only innovations that are rightly beneficial but also 

redistribution from labour to capital.” Elites like the arrangement because it pads out their share options and makes home help cheaper. You, the elite 

managers of capital, are guilty of incubating the populism you abhor, Sir Angus was saying. 

His speech washed over the crowd partly because no one owns an issue seen as a side-effect of progress. Blame inequality on the unstoppable forces 
of globalisation, automation and immigration, as they do in Davos. That is only part of the answer, Sir Angus replied. “Something more malign” is 

going on. US policy has failed because it has priorities other than fair pay. 

One reason has been the culture of shareholder primacy. Another, the power of the business lobby in championing anti-competitive practices and 

silencing opposing union voices. 



Mario Draghi, the European Central Bank president, touched on the same issue last week. “Structural reforms that have increased firm-level wage 

bargaining may have made wages more flexible downwards but not necessarily upwards,” he said. Some kind of rebalancing may be needed if the 

elites want to avoid the fate of those 18th-century French nobles who refused to pay tax, Sir Angus said. 

Britain is one decade into stagnant wages, against America’s four. The parallels may end there, but Unison’s threat of public sector strikes over the 1 

per cent pay cap suggests that tolerance is waning. Matthew Taylor’s review on employment practices is due shortly. His policy recommendations 

will be key. Hiding behind globalisation no longer cuts it. 

Is the message getting through? I asked a member of the elite in Paris, a private equity guy who excels in financial engineering, how he justified his 

pay. In private equity, investors put up the bulk of funds, the firm’s partners a tiny proportion. For that, they get 20 per cent of the gains above a pre-

agreed hurdle rate on top of their 2 per cent fees. He parroted the standard line that the system “aligns our interests with shareholders”. He’s right. It 

does. 
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