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INTRODUCTION:


From Global Crisis to a Better World


Covid-19 has created a pivotal moment. Everything hangs in the balance. The pandemic compressed into a year trends that would otherwise have taken decades to emerge. It has brought us to an inflection point in history. By seizing this historic moment, we can turn the tide to shape our individual and collective destiny, and in so doing we would rescue humanity from catastrophe and create a better world. 


The overused clichés that punctuate many commentaries on Covid-19 are a source of my nightmares. Returning to ‘business as usual’, or ‘bouncing back’, means we would be heading in the same direction that brought us to where we are today. Other widely used expressions are similarly worrying. ‘Bouncing forward’ implies we are leaping ahead along the same tracks. A Great Reset, as called for by the World Economic Forum, or ‘reboot’, another popular phrase, can suggest that we should go back to what has already been programmed, when what is needed is a different operating system. ‘Building back better’ – the slogan used by the Biden–Harris Presidential team – is more encouraging but still worrying; if there is one thing that Covid-19 has taught us, it is that our system is built on shaky foundations, and building back on unstable foundations guarantees future collapse. 


It is business as usual that led to our disastrous situation. To prevent future pandemics, which could be much more deadly than Covid-19, and to stop catastrophic climate change, we need a radical change in direction. The coronavirus crisis comes on top of escalating climate, inequality, geopolitical and other crises that are tearing our societies apart. The gradual return to normality as vaccines become available will come as an enormous relief. We all no doubt will celebrate the simple pleasures of being able to hug our families, socialise with friends and walk down busy streets. Economies will rebound as the combination of government stimulus and pent-up consumption leads to rapid growth. 


The pleasure of reclaiming our past lives should not, however, lull us into complacency. Unless our societies operate in a fundamentally different way, we cannot overcome pandemics or any of the other escalating crises we inevitably will face. The world will be different after Covid-19. The question is will it be sufficiently different? 


We are at an intersection with roads leading in irreconcilable directions: it is time to choose whether we continue hurtling down the road that will lead to escalating crises and dystopian outcomes or whether we turn in a new direction that leads to a healthier and more inclusive world of shared prosperity. 


The pandemic has brought us to a crossroads in geopolitics, economics, technology, urbanisation, education, globalisation and social relations. Whether we like it or not, Covid-19 has reshaped all of our lives. It has changed our priorities regarding jobs, education and careers. It forces us to rethink where we live and work and to understand how our incomes and prospects have altered. We have all been affected – young and old, wealthy and deprived, urban and rural, employed and retired, in rich countries and in poor countries. 


The trends that the pandemic has accelerated and revealed are not new. But the extent and scale of the global disruption has meant that the structural weaknesses in our societies and in international cooperation have become shockingly evident for all to see. 


The pandemic has provided a unique opportunity to clarify our priorities. What is needed is radical reform to prioritise the needs of society and sustainability over our acquisitive individualism and self-destructive nationalism. While everyone’s creative individuality should be allowed to flourish, and all nations have a right to self-determination, this cannot be at the cost of others and of future generations. The reprioritisation of our individual lives, businesses and governments towards greater solidarity would be reflected in changing political preferences, leading to a realignment of politics to create more inclusive and sustainable societies within countries and internationally. Merely changing who is in power is not enough; deep-seated reforms are required that would address the fundamental weaknesses in our societies.


While the idea of radical reform is worrying to many, what I am proposing is far less scary than the prospect of business as usual, which inevitably would lead to growing instability, and worsening prospects for the majority of citizens. The failure to manage the growing risks from our entangled world would result in future pandemics, as well as escalating geopolitical tensions, with a rising risk of war and ecological and other disasters. Domestically, rising inequality would lead to rising populism and protectionism, with this accelerating the downward spiral of slower growth and worsening of prospects for all but a cocooned minority. 


The only certainty arising from a continuation of our current ways would be more nasty surprises. Radical reforms, by addressing the fundamental sources of instability, would create a more predictable world by focusing on policies that promoted equity and sustainability. What seems radical today was not long ago considered mainstream in the US and UK, when high levels of public investment in health, education and social safety nets, funded by highly redistributive tax systems, were regarded as essential tenets of the settlement that followed the Second World War. Indeed, such policies still have broad support in many countries, including Denmark, Finland, Norway, Sweden and the Netherlands. The battle against Covid-19 has been the biggest challenge societies have faced since the Second World War. 


Although history does not repeat itself, we can gain vital insights from understanding the historical rhythms. The key question is whether history will judge today’s leaders as more like those of the First or the Second World War. The First World War was born out of a tragic accident of history that led to the death of more than 20 million people, about half of whom were soldiers, and wounding of a further 23 million people, which left economies and societies in ruin. Any hope of a better future was soon dashed by the devastating impact of the Spanish Flu pandemic in 1918 and 1919, which killed more people than the war, and then the Great Depression that followed. Rising inequality and joblessness stoked populism and the rise of fascism, which in turn precipitated an even worse war. 


H. G. Wells wrote that the 1914 to 1918 conflict would be The War That Will End War. Sadly, it turned out to be a precursor to another. Following the war, the victors forced reparations on Germany, in the form of payments, coal and the detachment of the German Rhineland, which came under the control of France. The extent of the humiliation and impossibility of meeting the payments led to growing resentment, resurgent nationalism and the inflationary printing of money (Germany made its final reparation payment in October 2010, ninety years after the war had ended). In addition, the British, French and Italian allies owed vast amounts to the US, which they were unable to pay and which the US refused to reschedule. On the contrary, US banks provided new loans, adding to the unsustainable debt pile. Growing US protectionism, culminating in the Smoot–Hawley Tariff Act of 1930, which raised tariffs on over 20,000 imported goods, served to reduce trade and growth in Europe and the US, at a time when stimulus was urgently required. These errors were compounded during the Great Depression by the cutting of government spending in an ill-fated attempt to close yawning deficits, which deepened and prolonged the Depression. 


Policy errors in the aftermath of the First World War combined to create a toxic combination of economic decline, rising protectionism and festering grievances that in Germany and Italy gave rise to fascism and the nationalist attacks that triggered the Second World War.


A better world was forged in the fires of the Second World War; not by accident, but by design. The Second World War was the deadliest conflict in human history with an estimated 70 to 80 million fatalities, of whom only approximately 16 million were soldiers. As it came just twenty years after the devastation of the First World War, leaders were compelled by the previous failure to promise soldiers and citizens that this time their sacrifices would not be in vain. 


It is difficult to imagine a more hostile environment in which to plant and nurture the seeds of the welfare state, the United Nations, the Bretton Woods Institutions and the Marshall Plan, designed to fund the reconstruction and development of the vanquished as well as the victors. But it was the visionary work undertaken during the war that defined the peace and shaped the fortunes of generations to come. While the British government was fighting on five fronts in a war that it was not yet clear it could win, and while bunkers were being built to repel invaders and their offices and homes were being bombed, civil servants were told to collaborate with economists like John Maynard Keynes and William Beveridge to plan for a better life for all and to ensure that this finally would be the war to end all wars. 


The Beveridge Report, published in the UK in November 1942, at the height of the war, provided the foundations for the welfare state, setting out to overcome the ‘five giants’ of ‘want, disease, ignorance, squalor and idleness’. It successfully argued that a ‘revolutionary moment in the world’s history is a time for revolutions, not for patching.’ Churchill was lionised for his victorious leadership during the war, but, within twelve weeks of it ending, his unwillingness to support this radical post-war reform agenda saw him defeated by the Labour Party under ‘Citizen’ Clement Attlee in the 1945 election. The result was the creation of a cradle-to-grave welfare state, with free health and education offered to all, funded by redistributive taxes and expansionary economic policies that aimed to generate full employment. 


Similar expansionary policies, inspired by the writing of Keynes, were adopted in the US, with the Employment Act of 1946 seeking to bolster demand and create full employment. In France, dirigiste policies under General de Gaulle’s state-led growth heralded the beginning of the trente glorieuses thirty-year boom. The European Recovery Program of US aid to Europe, known as the Marshall Plan, provided over $15 billion to finance the rebuilding of European infrastructure and industries, and the newly created International Bank for Reconstruction and Development (later to become known as the World Bank) provided grants and very low-interest loans to France and also to Germany and Japan. In 1948 the General Agreement on Tariffs and Trade (GATT) came into force to prevent a return of protectionism and to bolster trade. State-led investments in social welfare, infrastructure and industry, funded by concessionary debt and higher taxes, together with the establishment of a benign global trading environment and a new world order committed to peace and stability, created the springboard for what has become known as the Golden Age of Capitalism that followed the war. 


In June 1944, with the war still raging, President Roosevelt welcomed Keynes, the leader of the British delegation, and representatives from all forty-four Allied nations to the Mount Washington Hotel in Bretton Woods in New Hampshire, with these words: ‘Economic diseases are highly communicable. It follows, therefore, that the economic health of every country is a proper matter of concern to all its neighbours, near and distant … The things we need to do, must be done – can only be done – in concert … I know that you all approach your task with a high sense of responsibility to those who have sacrificed so much in their hopes for a better world.’1 


Roosevelt recognised that radical reform of national policies and of the international system was necessary and that it can only be achieved by countries working together. Do we?


Seventy-five years later, we are again at a critical moment in world history. The pandemic has presented humanity with a chance to turn the tide that shapes our lives and the course of history. It forces us to make decisions on our individual and collective destiny. The choice is ours. 












PART ONE 


INEQUALITY: OVERCOMING GROWING DIVIDES












CHAPTER 1


Reducing Inequality


Historian Walter Scheidel argues in The Great Leveler that pandemics are among the four great horsemen that, through history, have led to greater equality, the others being war, revolution and state failure.1 Economist Thomas Piketty in Capital in the Twenty-First Century similarly points out that the world wars and the Spanish Flu epidemic in 1918 and 1919 contributed to the decline in inequality after 1945.2 But while mass death by reducing the workforce can drive up workers’ wages, pandemics are neither a necessary nor a sufficient basis for reducing inequality. Far from being a ‘great equaliser’ the coronavirus pandemic has revealed and compounded pre-existing inequalities in wealth, race, gender, age, education and geographical location.


The Covid-19 pandemic of 2020 does not compare to the Black Death which killed one third of Europe’s population or the Spanish Flu, which killed around one-third of the world’s population. The consequence of the Covid-19 pandemic is rising unemployment, not a shortage of available labour as was the case with these earlier crises. Meanwhile, unlike the Great Depression and previous periods of crisis, during the Covid-19 pandemic stock markets and the assets of the wealthy soared in value, widening the gap between rich and poor. To assume that the pandemic would inevitably lead to reductions in inequality and usher in a better world would be irresponsible. The First World War was certainly no great leveller; far from it leading to better conditions, inequality in many countries peaked in the early 1920s, and by the 1930s with the onset of the Great Depression there was widespread unemployment and destitution in the US, UK and Europe. The contrast with the progress that followed the Second World War reveals that we cannot tell in advance what these cataclysmic crises will bring. It is human actions and leaders that shape societies, not simply events. In this chapter I identify some of the ways in which individuals, businesses and governments could precipitate change to reduce inequality.


Inequality was rising in both Europe and the US before Covid-19 struck and the pandemic has only accelerated this trend. After being relatively stable in the decades following the Second World War, the labour share of total income has been falling in the US, Europe and UK since the 1980s. This is mainly due to the tide of liberalisation that was ushered in when Margaret Thatcher in Britain and Ronald Reagan in the US initiated a race to the bottom in taxation, attacks on trade unions, and a weakening of competition policy, which all allowed for the growing concentration and strength of employers. Now in the twenty-first century, among high-income countries the US is by far the most unequal, followed by the UK. It is in these countries that the neoliberal crusade has advanced the furthest.3


Lower levels of inequality in northern European countries and in East Asia since the 1970s are due to both higher levels of welfare payments for those in need and higher public investment in education, health and housing, which are financed by higher levels of taxes on the wealthy. Both require considerable budgetary resources, and since the financial crisis of 2008, with rising unemployment and a deterioration of already weak public finances, southern European countries have been less able to afford the largesse that in Germany accounts for over 20 per cent of government spending. Workers in Italy, Spain and eastern European countries such as Poland and Hungary have not seen anything like the levels of support enjoyed by their northern neighbours. The result has been a rapid increase in inequality in the southern countries and growing divides between southern, eastern and northern Europe. 


The pandemic increased both economic and health inequalities due to a range of intersecting factors, which compounded each other. The wealthy were not only able to keep their well-paid jobs, but also benefited from soaring stock markets and rising house prices.4 Low-paid workers were, however, more likely to have jobs in the sectors that suspended activities, including hospitality and tourism. They were also more likely to work in essential services such as nursing, policing, teaching, cleaning, waste removal, and as shop assistants, in all of which they had a higher likelihood of being exposed to Covid-19. The risk of contagion was further elevated by their living in more crowded homes, living in apartment buildings with communal lifts and entrances, and on their being more reliant on public transport. As Covid-19 peaked in their neighbourhoods, they were more likely to be locked down, which further undermined incomes. Weaker health facilities in their neighbourhoods meant mortality rates were higher, with a higher incidence of pre-existing health problems also increasing their vulnerability. 


A higher share of poor workers are in precarious hourly-paid employment, making them less able to access social security, health insurance and emergency benefits that could cushion the decline in income and impact of Covid-19 on their lives. In Italy, more than one in six people work in the informal sector and so could not rely on their companies for sick pay or other support, and in India up to half of the workforce is considered to be informal, with no contractual rights. 


Undocumented immigrants who do not have official residence rights are even more vulnerable, as in many countries they are unable to access medical or welfare benefits. They also have among the lowest levels of savings and can seldom afford to be out of work for longer than a week without suffering from shortages of food and other essentials.5


The rise of gig workers, who are classified as self-employed by many technology platform companies, has meant that a growing share of the workforce is not able to fall back on corporate employment protection. Employers also invest less in their skills and training, and they are less likely to be represented by trade unions. 


The pandemic has come on top of a decade of austerity and stagnating wages, deepening the hardship endured by growing numbers of people. A survey of thirty-seven countries showed that the pandemic caused three-quarters of households to experience a loss in income, with 82 per cent of poorer households negatively affected.6 Across Europe, poverty increased by 10 per cent.7 In the US, more than two million additional households reported that they did not have enough to eat as a result of the pandemic.8 In the UK, by Spring 2021 a staggering one-third of the population – 22.5 million people – are expected to fall below the minimum socially acceptable standard of living.9 


The more deprived the area, the higher the mortality rate, for all causes of death. In the UK, US and Brazil, the extent of pre-existing inequality led these countries to record some of the highest death rates from Covid-19 in the world, with the underlying inequalities in health and the social conditions that lead to ill health having being revealed and amplified by the pandemic.10


BAME Inequality


The pandemic revealed and exacerbated the health and income inequalities experienced by black, Asian and minority ethnic (BAME) individuals. Even before the pandemic the life expectancy of black men in the US was four and a half years less than that of white men.11 A 40-year-old Hispanic person in the US is twelve times more likely to have died from Covid-19 than a similar-aged white person, while an African American of an equivalent age is nine times as likely to have died.12 These differences are largely attributable to social and economic inequalities, including crowded housing, reliance on public transport, poor diet and healthcare, and greater exposure to the disease through work, as minority groups are disproportionately represented in jobs that were most exposed to the virus, such as in hospitals, care homes, shops and public transport.


In the UK, 21 per cent of all healthcare workers are classified as being BAME, yet 63 per cent of all healthcare workers who died were BAME. Twenty per cent of nursing staff identify as BAME, but 64 per cent of the nurses who died, and an astounding 95 per cent of the doctors who died in the first months of the pandemic, were black or minority ethnic.13 The disproportionate impact on BAME medical staff was also reflected in the general population. In England, Black African men were four times as likely to die of Covid-19 and men of ethnic Bangladeshi origin were around three times more likely to die than white English men.14


Health inequalities reflect inequalities in other dimensions, including with respect to wealth. Whereas the median white British household has assets worth £282,000, for Black Caribbean origin households in Britain it is less than a third of this (£89,000), for Black African barely 8 per cent (£24,000) and Bangladeshi 7 per cent (£22,000).15 


During the financial crisis that began in 2008, in the US 60 per cent of businesses run by black people closed and never reopened, and the pandemic is expected to have had a worse effect.16 In just the first month of the Covid-19 pandemic, 22 per cent of small businesses in the US had gone under.17 While barely 17 per cent of white-owned businesses went bankrupt, 41 per cent of black-owned businesses and a third of Hispanic-owned businesses failed.18 The reasons black-owned businesses were more than twice as likely to collapse included that they tended to be concentrated in the pandemic hotspots and in poorer neighbourhoods. They had more fragile underlying finances, fewer reserves, and much weaker contacts with banks and the financial institutions that were given responsibility by the government to administer its emergency grants. Only seven per cent of the companies in the Bronx received grants, with the number of companies in richer counties of New York receiving grants was almost double that.19


Gender Inequality


Despite significant advances in the rights of women and girls, gender discrimination has yet to be eliminated in any country. Women everywhere still get lower pay for the same job and are under-represented in powerful positions. The extent of their unequal treatment varies. In most poorer countries, women’s opportunities for gainful employment are limited to subsistence farming, and they are often excluded from land ownership. Even in the wealthiest countries, including several oil-rich states, women are confined to home-based production or are forced to work in the informal economy where their incomes are low and working conditions are dismal. Women typically endure the triple burden of paid employment, unpaid domestic work, including cooking and cleaning the home, and reproduction and childcare.20 


The World Economic Forum 2020 gender index ranks 153 countries on the basis of various dimensions of gender inequality. The best performers are Iceland, Norway, Finland and Sweden, followed by Nicaragua, New Zealand, Ireland, Spain and Rwanda, but even in these top performers gender inequality is predicted by the WEF to persist for the next fifty years, whereas in the worst countries it is predicted to persist for well over a hundred years. In virtually every country for which meaningful data exists, women earn about a quarter less than men for the same job.21 In the 1960s, women earned about 60 per cent of what men earned; by 2000 this had improved to around 75 per cent.22 Since then the pay gap in some nations, including wealthy ones such as Italy, has widened again.23 


According to the United Nations, the pandemic set back our painfully slow progress on gender equality by twenty-five years.24 In the US, women were twice as likely to lose their jobs, even though they make up less than half of the workforce, and in December 2020 women accounted for all of the 156,000 net jobs lost in the US, while men gained 16,000 jobs.25 Women in the UK were about one-third more likely to be in a sector that shut down.26 Their greater loss reflects the fact that women are more likely to work in services such as catering and hospitality, which for large parts of 2020 were closed down due to local and national lockdown legislation. 


In previous recessions, men have suffered from more job losses, due to the sensitivity to economic downturns of sectors such as construction and manufacturing. This crisis was different, though, as it hit customer-facing jobs hardest, such as those in shops, restaurants and airlines. The concentration of women in these worst-affected sectors does not entirely explain the job and income loss that women have endured. Discrimination has played its part, as has the pressure on mothers to leave their jobs to take care of children when schools closed and childcare was unavailable.27


Evidence from Italy, where the pandemic hit early and hard, highlights the extent to which women have suffered disproportionately. One-third of Italian women stopped working during the lockdowns, and 80 per cent of these women ended up doing on average over an hour more housework a day than their male partners, whereas less than a quarter of the men in equivalent lockdown situations did extra work.28 With the Italian economy unlikely to recover until 2025, at the earliest, it is likely that the already high levels of gender inequality in Italy will be further increased.29 Already before the pandemic, Italy ranked 76th out of 153 countries on gender equity.30 In Italy, as elsewhere, the pandemic has increased gender inequality.


That said, a possible silver lining of the pandemic could be the introduction of more flexible attitudes to work and a reduction in pressure for ‘presenteeism’. These changes may be beneficial for those who need to spend more time at home and could lead to a narrowing of gender inequality and higher levels of female participation in the workforce in certain circumstances. Indeed, studies undertaken in Sweden during the pandemic indicated that remote working and more flexible working practices contributed to a narrowing of the gender earnings gap.31 Remote working may lead to mothers being able to reduce the earnings gap by working more from home, even though this is likely to be at the cost of adding further multitasking pressures.


These findings are, on the whole, atypical. Instead, far from giving women greater opportunities, the pandemic severely discriminated against women. In the UK, it was estimated that over two-thirds of the extra forty hours a week of caring and childcare that resulted from lockdown were done by mothers.32 And mothers working at home are 50 per cent more likely to be interrupted than men.33 Even when they could continue working, mothers were twice as likely to stop work as fathers due to the additional pressures the pandemic caused on child and dependent care.34 In all countries, the needs of children and dependants added additional demands during the pandemic, with these particularly falling on women.


Two in five mothers with children under ten struggled to find the childcare they required, with this becoming even more difficult during periods in which preschool and aftercare facilities were closed. One in six working mothers in the UK – mostly in low-paid jobs – had to reduce the hours they worked.35 And in the US, up to four times as many women left the workforce as men.36 


A possible future ‘blended working’ environment in which people come into the office a few days a week for meetings could result in a two-tier system where women without sufficient childcare are left out of decision-making.37 Strong action will need to be taken to guard against the advent of hybrid offices further increasing inequality as ‘white middle-aged males’ who dominate decision-making in the office return, while women and ethnic minorities find it harder to come back.38 


The reversal in progress made in the participation of women in the workforce will be exacerbated further by the bias towards the hiring of men in the industries that benefited from the pandemic. In the EU, the US, the UK, Japan and Australia close to a million jobs were created in computer programming and related services.39 Men are five times more likely to be recruited to jobs in this relatively well-paid sector than women, while sectors that favour the employment of women, such as care homes and healthcare, tend to offer low-paid jobs that often demand irregular hours and cannot be done remotely.40 


The pandemic led to a major reversal in progress to overcome gender, race and other discrimination. Overcoming this requires that it be central to any rescue package, and that radical reforms of existing policies and practices be adopted. These include the targeting of measures to overcome the impact of the pandemic on the hardest-hit communities and overcoming the biases that have directed bank and government lending to those who already have the connections. Overcoming gender discrimination requires that the jobs that are predominantly occupied by women are better paid and that much greater effort is made to ensure that women who work more flexible hours are not discriminated against.


The Poor Get Poorer


The claim of politicians that ‘we are all in this together’ has consistently been contradicted by the growing sense of unfairness at the more severe impact of the pandemic on poorer people and their neighbourhoods. The pandemic has resulted in greater geographical inequality, as people in poor places are more vulnerable to both the health and economic impact. 


Within rich countries, poor neighbourhoods are considerably more vulnerable. In New Orleans, the same low-lying streets that were devastated by the flooding from Hurricane Katrina in 2005 suffered, during Covid-19, from mortality rates two to three times higher than elsewhere in the city. This is due to higher-density living and a greater dependence on service economy jobs, as well as the continued use of public transport, which exposed these residents more readily to Covid-19 than their wealthier neighbours. People living in this area also suffer from higher levels of diabetes and other chronic diseases, which increased their vulnerability to the virus, but have less access to healthcare, and mental health support is almost non-existent.41 


In the UK, the death rate from Covid-19 in the poorest areas of the country was more than double that in wealthy areas.42 In areas of the old industrial north-west and Yorkshire one in three jobs were lost or are at risk.43 Even in affluent areas, one in five jobs were vulnerable, reflecting the toll that the pandemic had on the entire economy. 


Clearly, the pandemic exacerbated existing divides. Child poverty rose fastest in deprived northern towns; in these towns more than 45 per cent of children were in poverty even before the pandemic.44 Prior to the pandemic, in the poorest parts of London over half of the children were estimated to be suffering from poverty, and although this has not increased as rapidly as in the northern cities, the longer-term prospects for all these places have become even bleaker, with a growing number of people living off welfare and food banks and with few new jobs being created locally.45


As many poor areas experienced higher rates of coronavirus infection, they suffered from particularly stringent lockdowns that further reduced the ability to earn incomes, with unemployment in many parts of the north of England rising to the highest levels in over thirty years.46 The already prevalent sense of injustice regarding their relative deprivation and neglect by authorities has been heightened by the deepening of the economic malaise. Lockdowns interrupted a vital saving grace of these places, which is the sense of community and shared burden. When pubs and social venues closed, the feeling in many communities grew that they live in ‘the land that time forgot’.47 


Cramped homes lead to a higher risk of the spread of the virus as well as a less viable homeworking environment.48 All over the world, poorer people do not have separate rooms at home for work.49


Migrant workers everywhere are particularly vulnerable; they were among the first to lose their jobs.They often live in crowded dormitories, increasing their exposure to Covid-19. Many were stranded, without incomes or accommodation and unable to get home due to the cessation of flights and closure of borders, placing them in particularly precarious health, economic and legal situations. In Singapore, for example, more than 300,000 foreign workers are housed in dormitories, and 94 per cent of the cases of Covid-19 in Singapore were recorded in this community.50 


Billionaires


The pandemic has been a boon for the ultra-rich, with the fortunes of the world’s 2,189 billionaires increasing by a third during 2020 to more than $10.2 trillion, which exceeds the combined economies of Africa, Latin America and South Asia.51 In the US, while more than 44 million people lost their jobs and unemployment surged towards 15 per cent, the fortunes of 29 billionaires doubled, with the biggest gains going to those with high stakes in the technology companies that have benefited from the pandemic.52 Jeff Bezos, the founder of Amazon, saw his wealth almost double, making him the first person in history to be worth more than $200 billion, while the wealth of Elon Musk, the founder of Tesla, increased by more than $160 billion during the pandemic, to $184 billion.53 In China alone 257 people became billionaires in 2020.54 Mukesh Ambani’s ownership of India’s Reliance Industries, which has businesses across a wide range of industries including telecommunications and digital services, saw his wealth increase by a third to $75 billion, while the majority of Indians got decidedly poorer.55 Globally, the 20 richest billionaires now have more wealth than four billion people, over half the world’s population.56


As if their wealth bonanza of over $1 trillion dollars was not enough, millionaires and billionaires in the US were major beneficiaries of President Trump’s $2 trillion Coronavirus Aid, Relief, and Economic Security Act.57 This is because a significant part of the package was tax relief, which allowed many of the wealthiest US citizens to avoid paying nearly $82 billion in taxes in 2020.58 The tax changes particularly benefited property developers and hedge-fund executives. 


The lucky few who have big stakes in technology, pharmaceutical, home leisure or other businesses that benefited from the pandemic saw their wealth soar. But it is not that billionaires were suffering before the crisis. Between 1980 and 2020 billionaires in the US saw their wealth increase by a staggering 1,130 per cent, which is over 200 times faster than median wages increased.59 At the same time, measured as a percentage of their wealth, the tax obligations of billionaires in the US declined by 78 per cent between 1980 and 2018.60 The wealthiest 1 per cent in the US now own on average $14 million in wealth, and are worth three times more than the entire bottom half of the entire population of the US.61 Wealth is even more concentrated in the booming stock market than it is in other asset classes – the richest 1 per cent own more than $14 trillion, which is 88 times more than the bottom half of the population own in stocks.62 


The rising accumulation of wealth in the hands of a very small minority is increasing the pressure to tax the rich and their heirs. Among high-income countries, the US has the highest level of wealth inequality, the second highest level of income inequality, and one of the lowest levels of intergenerational mobility, so an individual’s future is largely determined by their parents’ income. In 2020 alone, children inherited around $764 billion and paid an average of just 2 per cent tax on this income. By contrast, for working people, the average tax rate is 16 per cent, eight times more.63 These disparities are further skewed by race, with the racial wealth gap even larger than it was in 1968, at the peak of the struggle for civil rights.64 


Addressing this needs to begin with overcoming the gross inequities and exemptions from tax. Among the urgent actions required are a closure of tax havens and loopholes, the introduction of wealth taxes on the assets of the top 1 per cent, higher inheritance taxes on the transfer of wealth of the top 1 per cent, and progressive income taxes that exempt the lowest earners and then rise steeply for the highest earners. 


In most countries, if the wealthiest 10 per cent paid an annual wealth tax of only 1 per cent of their wealth, it would contribute more tax than the poorest half of taxpayers currently pay.65 This may sound unrealistic, but the Wealth Tax Commission in the UK, in December 2020, after consulting with over fifty global tax experts recommended a one-off wealth tax on millionaire couples of 1 per cent per year for five years, which it calculated would raise £260 billion to help offset the impact of the Covid-19 crisis.66 The Commission concluded that wealth should be calculated on the basis of all assets, including homes, and that this tax would be fair, efficient and difficult to avoid.67 In the US, a wealth tax of just 3.5 per cent would raise as much money as all currently existing taxes in the US put together.68 Together with the closure of the loopholes that allow companies to avoid their tax responsibilities, taxes on top earners could yield much greater revenue, allowing governments to increase spending in health, education and other areas in urgent need including spending on reducing carbon emissions, thereby creating a much more equitable, sustainable and inclusive society.


Rescue from Growing Inequality


In 2015, Christine Lagarde, then head of the International Monetary Fund (IMF), remarked that ‘reducing excessive inequality is not just morally or politically correct but is good economics.’69 70 The underlying reasons are straightforward: if only a few people gain and distort the rules in their favour through lobbying, corruption and avoiding paying their fair share of taxes, economic potential suffers and social cohesion dissolves.71 Rising inequality is widely associated with rising anger among the working class and marginalised members of society at the urban elites and authorities.72 


The rise of populism and nationalism is one of the most obvious reminders of how inequality frays the fabric of our societies.73 Simmering inequality is strongly connected to the Brexit vote in the UK, the election of Donald Trump in the US and the rise of populist and nationalist parties across Europe.74 Rising inequality also helps explain the elections of Presidents Zuma (President of South Africa from 2009 to 2018) and Bolsonaro (voted in as President of Brazil in October 2018). The tragedy is that the policies implemented by these populist leaders benefit the few not the many, thereby deepening and entrenching inequality. 


To overcome inequality, we need to decide which inequalities matter and why. Everyone is unique and we all have different abilities to do certain things. Some of us may be good at sport or theatre and others at maths or music. Beyond these latent abilities, most of our life chances are shaped by where we are born, our parents’ incomes and education, our schooling and other factors that are far beyond our control. Reducing inequality of opportunity by, for example, ensuring poorer young people from deprived neighbourhoods have access to decent schools, and focusing on giving everyone an equal chance to succeed, is vital to overcoming inequality. To overcome inequality, it is also important to focus on outcomes, as deeply entrenched discrimination by race, gender, religion and in other ways means that even if individuals have the same opportunities, they may still find they are unable to succeed in the way that more privileged individuals would and may suffer very different outcomes. 


Ensuring that everyone has an equal starting point is not enough.75 As Tony Atkinson, the pioneering professor of inequality studies, wrote, the race of life is unfair. Some people are running with one hand tied behind their back and may trip over obstacles placed in their path, while others are sprinting ahead unencumbered. Where winners take all and the losers get nothing, inequality is entrenched.76 As differences in wealth begin to widen, the opportunities for the next generation become increasingly constrained because children of successful parents have better preparation, training and nutrition. This reinforces and perpetuates a cycle of inequality. 


Education is a powerful tool for overcoming inequality. Levels of schooling differ vastly between countries and within them. Children of richer parents are five times more likely to receive pre-primary education than the children of poor parents.77 Inequality in primary education is carried through to later years. In the UK, 80 per cent of Cambridge and Oxford University students are from the top two social classes.78 The inequalities of opportunity are even greater. Despite fewer than 1 per cent of the adult population of the UK being graduates of Oxford or Cambridge, they have produced more than half of its prime ministers, senior judges and high-ranking civil servants.79


Creating a level playing field for opportunities is not only fairer, on equity grounds, but also essential if the talents of every individual are to be given the chance to flourish. This benefits not only specific people, but also entire societies. The risks are painfully evident in the increased social and political polarisation that characterises fractured societies. Several studies underline the link between widening inequality and a growing range of social and economic challenges, including stagnating economic growth, increased crime, ill health and depression.80 Rising inequality is also strongly associated with increasing popularity for populist politicians and economic protectionism, as I discuss elsewhere in this book.81


For the Nobel Prize Winner Amartya Sen, inequality is above all about inequality of opportunities available to people to lead fulfilling lives, with education, gender and human rights being central. In his book Development as Freedom, Sen underlines why inequalities need to be overcome so that everyone can lead fulfilling lives that are both personally satisfying and also support the common good. Sen’s writings led to the creation of the influential idea of ‘human development’, which goes beyond narrow measures of income and economic growth to striving for human flourishing in all its dimensions.82 The implementation of these ideas has spawned a growing range of policy interventions that seek to address the different dimensions. These range from legal frameworks that promote human rights and equity to those focused on sustainability and access to food and health, education and other services.


Taxes and Benefits Reduce Inequality


The response of many rich people is to say that they give to charity. Although there are many examples of effective philanthropy, these are a complement to but not a substitute for wealthy individuals paying their fair share of tax. Waving a benevolent wand for the lucky recipients who are favoured by the donor cannot substitute for the collective decisions and capabilities of governments to allocate resources to those most in need. Charity can also develop dependency on the largesse of donors. When their priorities change, or they stop giving, the recipients are left bereft.


Governments have a central role to play in overcoming inequality. Inequality reduction is about much more than raising income and increasing economic growth, though this is key. Ensuring equal access to education, health, energy, internet and other services, as well as guaranteeing minimum standards, is equally critical. 


In the Golden Age of Capitalism following the Second World War, the US and UK had among the world’s highest tax rates for top earners, of around 90 per cent. If the US distribution of income today was the same as it was in the thirty years following the Second World War the bottom 90 per cent of the US population would be $47 trillion richer today than they are.83 But since the 1970s the US and UK have lowered taxes and as their revenues have declined so too have expenditures on welfare, public education and investments targeted at reducing inequality. As government revenues and the potential for redistribution have fallen, inequality has soared. The growing contrast between English speaking countries like the UK and US in comparison to continental Europe, which has maintained its commitment to redistribution, is evident in the share of taxed national income that is spent on health, education and social welfare. In Europe it is 10 to 20 per cent higher than in the UK and US and, as a result, inequality has not risen significantly over the thirty years prior to the pandemic. 


Taxes that fund redistributive spending, in the form of health and education, as well as social security, housing, child, disability and other benefits, can all significantly help overcome inequality. Before taking account of taxes and government spending, inequality is almost as high in France as in the US and UK, and even higher in Ireland, which without redistribution would be the most unequal of the thirty-four richest countries.84 However, in Ireland and France taxation and redistribution have reduced inequality to levels that are well below that in the UK. Meanwhile, the failure of successive governments in the US to use taxation and spending to overcome inequality means that it is the most persistently unequal of all the rich countries.85 


Overcoming inequality requires higher wealth and inheritance taxes for the upper-income families that have seen their wealth rise dramatically in recent decades. If the billionaires whose wealth increased by a quarter during the pandemic paid a 5 per cent wealth tax amounting to around $125 billion, they would still be far better off than before the pandemic. Similarly, if Jeff Bezos gave all 876,000 of his Amazon employees a $105,000 bonus, he would still be richer than he was at the start of the pandemic.86 


Even in poorer countries government policies can make an enormous difference. Concerted efforts on the part of past Brazilian governments succeeded in partially reducing their disparity between the rich and poor, even if levels have crept back up in recent years. The Bolsa Família programme provided parents with a monthly cash payment (of around $35) in exchange for sending their children to school and attending regular health check-ups.87 The cash given to mothers was typically used to buy food, school supplies and clothes. This pioneering ‘conditional cash transfer’ initiative reached more than 50 million low-income Brazilians at its peak, a quarter of the national population, and is credited with reducing extreme poverty by half.88 


An estimated 94 per cent of the funds from the Bolsa Família programme reached the poorest 40 per cent of the population and contributed to a marked reduction in inequality.89 Originally trialled in Brazil in 1996, in Mexico (under the name Progresa) in 1997, and in Chile in 2002, the success of these and similar variants of the conditional cash transfer model have been adopted by more than twenty countries, including Indonesia, South Africa, Turkey and Morocco.90 The concept has even been applied in New York with Opportunity NYC. 


Even so, good policies require good government and staying power. In Brazil, changes in government, austerity measures and the dramatic reversal of social policies have severely undermined inequality reduction efforts. Effective policies also benefit from a dose of good luck such as the commodity boom that propelled Brazil’s economy during the 2000s. More recently, however, the combination of policy failure and a sluggish economy have resulted in over four million people falling back below the poverty line and inequality rising again to among the worst in the world.91 South Africa, the country of my birth, has the unenviable distinction of being the most unequal society on the planet.92


The good news is that the achievements of Brazil and other countries like France, Denmark, Bolivia, Thailand, Cambodia and South Korea show that inequalities can be overcome.93 Reducing inequality cannot be achieved through empty slogans. The so-called American Dream promises that if people work hard enough, they can succeed no matter how poor they are. This is pure fantasy. One’s parents’ wealth is a far better predictor of future success than intelligence, education or one’s willingness to slog away at work.94 While we all celebrate the extraordinary stories of those who beat the odds, these are truly exceptional experiences. To overcome inequality, we need to overcome the root causes, not rely on the poor and vulnerable beating the absurdly adverse odds stacked up against them. 


Crises increase inequality. This was evident in the financial crisis in 2008, is evident in the starvation and suffering caused by the climate crisis around the world, and was evident in the pandemic when millions of people who had never experienced it before were forced to depend on inadequate welfare systems. Inequality is not a remote or abstract threat. It threatens us all and is dangerous. It must be reduced if we are to prioritise the well-being of people and our planet. To rescue societies from growing inequality will require significant increases in taxes and redistribution, greater investment in public health, education, housing, welfare and transport systems, regulations and incentives that encourage businesses to create decent jobs, and a deep commitment enshrined in law to overcome gender, race, ethnic, religious, age and other discrimination. While no country has achieved all these goals, we can learn from the remarkable progress that has been made to address seemingly intractable discrimination and inequality. The legalisation of same-sex marriage in over forty-two countries, the establishment of a minimum income in France, advances to overcome institutionalised race discrimination in South Africa, and the massive advances in many Scandinavian economies to reduce inequality are testimony to the ability of societies to change. In this as in other areas, actions speak louder than words. 


The pandemic, by exacerbating and further revealing the extent of inequality and discrimination, has made the case for addressing these injustices more compelling than ever. In response to the pandemic, governments and businesses have acted in ways that would not have been considered possible in January 2020. The challenge now is to build on these initiatives to reduce discrimination and inequality everywhere.










CHAPTER 2


Solidarity of Young and Old


For young people, everything changed during the pandemic. Generational divides were overturned as social solidarity triumphed over economics. For young people under the age of thirty the chances of dying from Covid-19 were less than the likelihood of their dying in a car accident, and for school-age children lower than being struck by lightning. Yet, they willingly put their education, social lives and job prospects on hold, and inherited massive debts, to follow rules that were designed primarily to protect the elderly and vulnerable.1 In the US, UK and Europe, the average age of Covid-19 fatalities was around eighty-two, which is also about the average life expectancy. 


Young people’s prospects have been blighted by their unstinting sacrifice for the elderly. As after the world wars, we owe them a better future. Our societies have done what they can to rescue the elderly. Now we also need to rescue the young people.


Prospects for Youth


Young people aged eighteen to twenty-nine experienced the brunt of the hit to jobs and pay caused by the pandemic. One-sixth of young people in the world lost their jobs in the second quarter of 2020.2 Young self-employed and gig workers were some of the worst affected, with youth unemployment three times the level of that in the rest of the workforce.3 Being the least likely to have health and unemployment insurance, they are particularly vulnerable.4 Even those who have retained their jobs have suffered, experiencing significantly bigger pay cuts than the rest of the population.5 


In the UK, people aged between sixteen and twenty-six were more than twice as likely than older workers to have lost their jobs during the pandemic, and accounted for 60 per cent of all job losses, with youth unemployment at the end of 2020 approaching 20 per cent.6 Of the younger people who managed to hold on to their jobs, six out of ten saw their earnings fall.7 


One of the challenges of the coronavirus pandemic was that there were no easy targets to blame that might have created new bonds of common rebellion within younger generations. Young people were unable to wave protest placards against the virus, like those in support of ‘Black Lives Matter’ in the summer of 2020. They were forced to be largely passive, often in their parents’ houses, waiting for the Covid-19 nightmare to pass, and knowing that what faced them next was the biggest economic hangover ever. As during the financial crisis of 2008, when job offers to new entrants stalled and those most recently recruited were the first to lose their jobs, it has been young people coming onto the job market who have been particularly badly affected by the pandemic. 


Young people are stepping from the pandemic into a world that is radically uncertain. Full of promise, but also doubt.8 While this was already the case before Covid-19, the pandemic has compounded the uncertainties and added to the competitive pressures by disrupting jobs. The emotional impact for many is at least as significant as the economic struggle, and these two can reinforce each other, as economic uncertainty adds to anxiety and makes it difficult to work effectively. Those who lose their jobs lose not only their income, but also their identity, routine and vital parts of their social networks.9 This particularly impacts on young people, who have yet to establish the confidence and develop the experience, skills, structured work habits, savings and relationships that arise from work. 


For many in their late twenties and early thirties, this is the second major crisis of their working lives. Covid-19 has struck barely ten years after the devastating impact of the 2008 financial crisis, when the banking system crashed and global economic activity collapsed. The subsequent Euro crisis, which followed from the financial crisis originating in the US, had an even more devastating impact, with over half of young Spanish jobseekers and 40 per cent of young people in Italy unable to find work.10 Youth unemployment in southern Europe during the pandemic returned to the levels experienced in the depths of the financial crisis, and in Britain it tripled to 15 per cent, far exceeding the ‘one in ten’ levels that became the title of a legendary UB40 song released at the height of the austerity-induced British recession of the early 1980s.11


Young people were particularly disadvantaged by the number of job vacancies globally collapsing by over two-thirds.12 In the US in 2020 3.9 million graduates planned on entering the job market, and to start repaying the average $32,000 of debt that they had accumulated after four years of study.13 Yet the doors to their future careers have been closed. Indeed, over a third of job offers previously made to students in the US and UK were cancelled during the pandemic and, whereas prior to the pandemic an average of 60 per cent of students had secured jobs before graduation, only 18 per cent of the 2020 class found jobs before graduating.14 The result was that almost half of young people surveyed in the UK said that they were lowering their life expectations; more than half of those from poorer backgrounds said their future goals were ‘impossible’ to achieve.15 Even in China, where neither the recession nor the job market has been as severely affected by the pandemic, job vacancies for college graduates dropped by a quarter in 2020 compared to the previous year, despite the extended hiring season and the establishment of online recruitment fairs.16 For those of the class of 2020 lucky enough to get work, average pay is around 10 per cent below pre-pandemic levels.17 


One of those who felt fortunate to find a job was Mariel Sander, who graduated from Columbia University, New York, without enjoying the celebratory rites of passage, as the pandemic reached its peak in May 2020.18 The only job she could find was as a temporary morgue worker, helping carry dead bodies off hospital beds into refrigerated trailers. 


In London in April, Tommy, aged twenty-five, having qualified with a degree in Economics and Management, was made redundant from a job in events. He considered himself fortunate after six months to have found another job, only to have lost it during the second lock-down. None of his former colleagues or his highly qualified brother have managed to find employment. One of his school friends, who had excelled in her exams in his year, applied for over 300 jobs, was shortlisted for seven, but was not offered one. 


Not surprisingly, among many young people the pandemic has led to low self-confidence and undermined aspirations, igniting growing mental health concerns.19 Past recessions have demonstrated the lasting impact on individuals and concerted action is necessary to ensure that the crisis does not permanently scar the prospects – both economic and emotional – of young people.20 


Prior to the pandemic, young people had already borne the brunt of the stagnation of wages over recent decades and the rise of precarious service-sector jobs, which now employ four out of every ten young workers.21 The post-financial-crisis pay squeeze further diminished their income, with the median wage of workers under thirty now below the level it was fifteen years ago and hovering just above the minimum wage.22 Meanwhile the number of women under the age of thirty claiming unemployment benefits in the UK doubled during the pandemic.23


Lower wages have reinforced, and will continue to reinforce, the massive pre-existing wealth differences between different age groups. In the US, baby boomers – those born in the two decades following the Second World War – now account for well over half of the wealth, with millennials, born between 1981 and 1996, not having seen their share of wealth increase beyond 5 per cent since the financial crisis of 2008. When baby boomers were as young as millennials are today, they owned a quarter of the world’s wealth, five times more than young people today.24


Children of school age were severely impacted by the pandemic, too, with over 60 per cent of primary school children globally missing out on their education. School closures have led to fears that children may suffer permanent educational losses. Learning is a cumulative process and missing classes can lead to rapid regression with six-month absences potentially setting students back as much as a year in their abilities.25 In the UK, the pandemic saw most children slipping back with their learning and even in their social skills, with this particularly evident in the first years of school, where the hardest-hit children lost basic skills such as knowing how to use a knife and fork.26 The start-stop nature of the return to school, along with complicated new Covid-19 protocols, has also been confusing, particularly for younger children. 


A study of school-age children in Germany during the pandemic found that if a student lost a third of a school year this would likely lead to an average loss of 3 per cent of their future income over their entire working life.27 These averages, however, masked considerable variations, which reinforce existing differences. Low-achieving students mainly spent their time away from school on video games, while high achievers devoted more time to study, with these differences reinforced by socio-economic and other home differences. 


As with all other age groups and globally, the pandemic widened the pre-existing gap between rich and poor in education. Children in poorer households were less likely to have computers or the space and privacy to study undisturbed. Children from richer households were more likely to have teachers who provided online classes and parents with the skills to home-school them, as well as access to nutritious meals and gardens and parks in which to exercise. In the UK, a quarter of pupils – about 2.5 million children – had no schooling or tutoring at all during lockdown; indeed, three-quarters of private school pupils had full days of teaching, while barely one-third of state pupils’ teaching was uninterrupted.28 This problem was compounded by wealth discrepancies due to race: BAME children fell furthest behind, as the gap between rich and poor pupils grew by 46 per cent in the 2019 to 2020 school year. 


The increase in poverty arising from the pandemic will have an even more devastating impact on children’s long-term prospects than the loss of education. Poverty not only impacts on nutrition, which is particularly vital for the development of young brains, but also on the material and social environment in which children develop. In England 1.3 million children from families earning below the poverty threshold are eligible for free school meals during the school year, the absence of which could permanently stunt physical and mental development.29 Due to the catastrophic effects of the pandemic, an additional 900,000 more children required free school meals.30 A further 1.5 million children have not qualified but are thought to be in need as 32 per cent of English families suffered a pandemic-induced drop in income.31 Over the summer of 2020 footballer Marcus Rashford highlighted the importance of this by initiating a campaign to provide a lunch voucher scheme for children to receive free meals in school holidays. The strength of his campaign twice forced the government to back down, first to provide food vouchers during the first lockdown and throughout the summer holidays, and then, after a second public outcry, when the government was forced to extend both the duration and reach of the scheme through the Christmas holidays to Easter 2021.32 Subsequently, in January 2021, Marcus Rashford again forced a change in government policy, by exposing the inadequacy of the food parcels being delivered for children.
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