

















» ket capitalisation, by some measures exec-
utive pay is now fatling.

Top performers are doing well in every
field. Even universities, which were once
bastions of collegial equality, are willing
to pay a premium for academic stars—not
only because their ideas are so valuable
but also because they will attract other
high-flyers. These huge rewards may of-
fend egalitarians, but they make a lot of
economic sense. Stars have a dramatic im-
pacton the fortunes of organisations. Alan
Eustace, a vice-president of Google, told
the Wall Street Journal that in his view one
top-notch engineer is worth “300 times or
more than the average”. Bill Gates says that
“if it weren’t for 20 key people, Microsoft
wouldn’t be the company it is today.”

Success in climbing to the top of an
organisation requires many kinds of tal-
ent. Most consultancies eventuaily shed
80% of their recruits. Only one in ten law
students makes it to senior partner at a top
law firm. Managers suffer a huge attrition
rate as they move up their organisations.

Trickle-down
Now the tendency for the best to pull away
from the rest is spreading down the cor-
porate hierarchy. Companies are deter-
mined to keep their wage bill under tight
control because they face competitive
global markets. But they are also desperate
to keep their best talent from falling into
the hands of rivals, So they have been
keeping their overall wage bill more or less
steady but giving a larger share of it to the
top performers,

A survey by the Society for Human-Re-
source Management found that the share
of companies taking special measures to

keep their best workers rose from 35% in
2004 to 49% last year. A survey by the Cor-
potate Executive Board found that 88% of
organisations wanted to increase pay dif-
ferentials. Those differentials could get a
lot wider in the future. The crp says that
the variance in performance increases
with the complexity of the job. The best
computer programmers are at least 12
times as productive as the average.

The link between talent and inequality
is being strengthened by two things. The
first is the tendency of talented people to
cluster together, You might have thought
that the advent of the internet would have
eroded the connection between place and
talent, In fact, the opposite is happening,
Bright people gather in university cities
such as Boston and San Francisco, or in
technology hubs such as Austin, Texas, or
Redmond, Washington, or in rural idylls
suchas Camden, Maine, and Jackson Hole,
Wyoming. They cluster together because
they feed off each other’sintellect. Christo-
pher Berry, of the University of Chicago,
and Edward Glaeser, of Harvard, have
studied the distribution of human capital
across American cities, They found thatin
1970 about 11% of people over 25 had a col-
lege degree, and they were faitly evenly
distributed throughout the country. Since
then the proportion of Americans with
college degrees has more than doubled,
but the distribution has become much
more uneven,

Increasing numbers of high-flyers are
moving from inland locations to the
coasts: once flourishing cities such as St
Louis, Missouri, are losing young talent to
New York and Los Angeles, And the places
where talent likes to cluster are becoming

increasingly unequal, with the tal-
ent elite at the top, service workers
at the bottom and nothing much in-be-
tween, The middle layer is being driven
out by sky-high house prices and low-
quality public schools. Richard Florida, of
George Mason University, points out that
the three most unegqual metropolises in
the country—Raleigh-Durham, San Fran-
cisco and Washington-Baltimore—are also
hubs of whathe calls “creative workers”.

The second factor that links talent and
inequality is that members of the talent
elite are good at hogging *human capital”,
They marry people like themselves, In the
heyday of “company man”, bankers mar-
ried their secretaries; now they marry
other bankers. They work in jobs that add
to their intellectual capital. They live in
“talent enclaves”, away from ordinary
middie-class suburbs, let alone inner-city
ghettos. Above all, they pass on their ad-
vantages to their children. Students from
the top income quartile increased their
share of places in elite American universi-
ties from 39% in 1976 to 50% in 1995,

None of this is peculiar to America or
other rich countries; the same thingis hap-
pening in the developing wotld in even
starker form. Members of the talent efite
there live in gated commiunities, some of
them with American names such as Palm
Springs, Napa Valley or Park Avenue, that
boast international schools, world-class
hospitals, luxury housing and splendid
gyms. And they try hard to give their chil-
dren every possible advantage, One recent
bestseller in China, “Harvard Girl", tells
the story of two parents who trained their
daughter for Harvard from birth, barraging
her with verbal stimuli, subjecting herto a
strenuous regime of home study and mak-
ing her swim long distances. One of the
most successful schools at getting students
into American Ivy League universities is
Raffles Junior College in Singapore.

The talent war is producing a global
meritocracy—a group of people nick-
named “Davos men” or “cosmocrats” who
are reaping handsome rewards from
globalisation. These people inhabit a so-
clo-cultural bubble full of other super-
achievers like themselves. They attend
world-class universities and business
schools, work for global organisations and
speal the global language of business.

Countries that still insist on clinging to
egalitarianism are paying a heavy price.
Sweden, forinstance, finds it hard to attract
foreign talent. And across Europe, egalitar-
ian universities are losing out to their more
elitist American rivals. m




N “THE RISE OF THE MERITOCRACY",

published in 1958, Michael Young, a Brit-
ish sociologist and Labour Party activist,
conjured up an image of a society ob-
sessed with talent. The date was 2034, and
psychologists had perfected the art of 10
testing, But far from promoting social har-
mony, the preoccupation with talent had
produced social breakdown. The losers in
the talent wars were doubly unhappy,
conscious not only that they were failures
but that they deserved to be failures. Even-
tually they revolted against their masters.

Therise of the talent elite has bred resis-
tance, which started on the right. T.S. Eliot,
a 20th-century poet and critic, argued that
choosing people on the basis of their tal-
ents would “disorganise society and de-
base education”. Edward Welbourne, a
Cambridge don, dismissed 10 tests as “de-
vices invented by Jews for the advance-
ment of Jews”, But after the second world
wat the resistance spread leftward. Leftists
argued that meritocracies were not only
unpleasant but unjust, If “talent” owed
more to nature than nurture, as many so-
cial scientists insisted, then rewarding peo-
ple for talent was tantamount to rewarding
them for having privileged parents,

This resistance has occasionally beiled
over into outright rebellion. Young’s book
was an opening shot in a successful war
against the 11-plus, a British school exami-
nation that divided children between a
gifted elite destined for academic
grammar schools and those con-
signed to run-of-the-mill sec-
ondary modern schools. The
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1960s saw widespread student revolts
against selection and elitism.

There are plenty of signs that another
backlash is on the way, from John Kertry’s
complaints about American companies
putsourcing jobs to arash of riots in China,
Much of this resentment focuses on grow-
ing inequalities. People complain that
these are straining the bonds of society to
breakihg point: a new aristocracy of talent
is retreating into golden ghettos and run-
ning the global economy in their own in-
terests. “The talented retain many of the
vices of aristocracy without its virtues,”
said the late Christopher Lasch, an Amert-
can historian, in one of the best analyses
of the trend. The logic of talent wars is met-
itocratic: the most talented get the most re-
wards. But the reality of democracy is
egalitarian: the people can use their politi-
cal power to defeat the bell curve.

In some ways things are worse than
they were when Young wrote his book.In-
equalities are much wider—in both Amer-
ica and China they are returning to eaily
soth-century levels—and the talent elite
has gone global. Young's rebels can now
add pattiotism (or bigotry) to egalitarian-
ism. Manuel Castelis, a sociologist, com-
plains that “elites are cosmopolitan, peo-
ple are local”. Samuel Huntington, a
political scientist, argues that“ a major gap
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ig growing in America between its increas-
ingly denationalised elites and its ‘thank
God for America’ public.” On American
television personalities such as Lou Dobbs
and Bill O'Reilly beat the populist drum
against those cosmopolitan elites. In
China people denounce returning émigrés
as “bananas” (yellow on the outside,
white inside), Across much of the develop-
ing world the targets of choice for rioters
are rich ethnic minorities and foreigners.

But in other ways things have got much
better. The number of winners now is
much larger than it was in 1958. In Young’s
day, the meritocrats concentrated on spot-
ting recruifs for Oxbridge and the senior
civil service. The rest were labelled fail-
ures. Since then, America and Europe have
created a mass higher education system,
and developing countries are determined
to follow suit. When Young was writing,
China and India were trapped in poverty.
Today they are growing so fast that they,
too, are suffering from talent shortages.

Moreover, some problems could prove
seif-correcting, Many talented people not
only create jobs and wealth, they turn their
hands to philanthropy, as Bill Gates and
Warren Buffett have done. The growing re-
turns to education create incentives for
people to get themselves educated, pro-
ducing a better-trained workforce as well
as upward mobility. In China families
spend more on education than on any-
thing else, despite the one-child policy.
Multinational companies routinely pro-
mote local talent in the developing world,
putting an ever more multi-ethnic face on
the global talent elite. Overheated talent
markets prompt companies to move pro-
duction elsewhere-to Mysore rather than
Bangalore, say, or Austin, Texas, rather
than Silicon valley.

Above al], there is something appealing
about the meritocratic ideal: most people
are willing to accept wide inequalities if
they are coupled with equality of opportu-
nity. In America, where two-thirds of the
population believe that everyone has an
equal chance to get ahead, far fewer people
favour income redistribution than in Eu-
rope.

Growing wealth also means that soci-
ety can reward a wider range of talents. “I W




» must study politics and war that my sons
may have liberty to study mathematics

and philosophy,” wrote America's second.

president, John Adams, and they in turn
muststudy those subjects so that their chil-
dren can study “painting, poetry, music,
architecture, statuary, tapestry, and porce-
lain”. These days, Sp d enter-
tainers can make millid
There are also ample rewards
for all sorts of specialised
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(the best-paid chef in A W
gang Puck, earned $16m last year). It

sometimes seems that there is no talent S0

recondite that you cannet make a living
out of it. Takeru “Tsunami” Kobayashi
earns more than $200,000 a year as the
world’s hot-dog eating champion: he can
eatmore than 50 in 12 minutes,

Making it palatable
The backlash is not inevitable, then, But it
is sensible to take steps to prevent it. One
popular answer is affirmative action, an
idea that is making headway even in that
last redoubt of old-fashioned meritocracy,
the French establishment, However, ex-
perfence in America—which introduced
the practice in the 1970s—suggests that it
raises a host of problems. In practical
terms, many *“affirmative-action babieg”
fail in highly competitive environments.
On a more philosophical- note, why
should the children of rich blacks be given
a head start over the children of poor
whites? The biggest problem with affirma-
tive action, however, is that it comes too
late. The best way to boost the life-chances
of poor people is to intervene much eatlier
in life—to set them on the right path in kin-
dergarten and primary school and rein-
force those lessons in secondary school,
Progressive taxation can help. For much
of the post-war period most rich countries
taxed talent too heavily, causing bright
flight. But today, in America at least, the
danger is the opposite, The Bush adminis-
tration is trying to reduce taxes on both
earned income and inherited wealth at a
time when the talented are reaping huge
rewards: American CEOS earn 300 times
more than the average worker. This threat-
€ns to turn the children of the rich into
playboys and playgirls and widen in-
equalities to unacceptable levels,
Thebestway to head off a backlash isto
give everybody.a fair chance. This means
investing in childhood nutrition and pre-
school education. It also means repairing
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the lowest rungs of the educational ladder.
Developing countries needto continue the
march towards universal primary educa-
tion: failure to do so will exacerbate skiil
shortages as well as widen inequalities,
Developed countries need to toughen up
their schools. In the 19608 too many
schools were lowering standards in the
name of child-centred education and shift-
ing the emphasis away from science and
mathematics. The chief victims of this
were underprivileged children who could
notrely on their parents to make up for the
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deficiencies of their schools,

The success of advanced economies is
increasingly dependent not on their physi-
cal capital but on their capacity to mobilise
their citizens' brainpower, The rise of a
global meritocracy offers all sorts of bene-
fits, from higher growth in productivity to
faster scientific progress. It can boost social
mobility and allow all sorts of weird and
wonderful talents to bloom. The talent
wars may be a source of trepidation for
companies and countries, But they should
also be a cause for celebration. w
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