NEW ECONOMIES FOR g’ ‘%ﬁ B&ﬁfééhﬁ%ﬁ?uns
t y ERADICATING POVERTY ¥ HUMAN RIGHTS COUNCIL

Transforming Economic Systems @

POLICY PROFILE 1.4

MAXIMUM INCOME SCHEMES

A contribution to the Roadmap for Eradicating Poverty Beyond Growth

Gilles Cols *®

® Team of the UN Special Rapporteur on extreme poverty
and human rights

June 2026

Suggested citation: Cols, Gilles. “Policy Profile 1.4: Maximum Income Schemes.” In The Roadmap
for Eradicating Poverty Beyond Growth: Report of the Special Rapporteur on extreme poverty and
human rights, Olivier De Schutter. New Economies Eradicating Poverty, 2026.

The United Nations Special Rapporteur on extreme poverty and human rights extends his sincerest
gratitude and commendation to the author(s) and peer-reviewer(s), listed at the end, for their
expertise and commitment in preparing this policy profile.

The Roadmap for Eradicating Poverty Beyond Growth and additional policy profiles are available at neep-poverty.org


https://www.neep-poverty.org/

EXECUTIVE SUMMARY

Rising top incomes and the growing concentration of wealth have become defining features
of contemporary economies. A small share of individuals captures an increasing proportion
of total income—driven largely by capital income and entrepreneurial profits—fueling
inequality, weakening equality of opportunity, and concentrating economic and political
power. These dynamics undermine democratic accountability, as extreme incomes can be
translated into disproportionate influence over policy, media, and public debate. They also
have ecological consequences, as large fortunes shape investment decisions that drive
resource-intensive and environmentally harmful activities.

Maximum income schemes respond to these challenges by establishing institutional limits
on very high incomes, through combinations of maximum income and/or maximum wage
instruments: (i) maximum income policies that cap total individual income—typically
implemented through highly progressive taxation approaching 100% above a defined
threshold—and (ii) maximum wage policies that limit labour income, for instance through
pay ratios within organisations or sectoral wage ceilings.

While comprehensive national schemes remain rare, precedents exist. High top marginal tax
rates in the United States and other countries historically acted as de facto income caps, while
more recent examples include executive pay limits in the public sector (e.g. France, the
Netherlands) and wage ratio rules in organisations such as the Mondragon cooperative group
in Spain. These policies are significant because they directly constrain excessive income
accumulation, reduce inequality at the top of the distribution, and help rebalance economic
and political power. They can also generate public revenues to finance universal services and
social protection, while reshaping norms around remuneration and curbing status-driven
excess.

Within a broader post-growth policy framework, maximum income schemes contribute to
eradicating poverty by expanding fiscal space, as well as to strengthening redistribution, and
to reducing the concentration of resources that drives both social inequality and ecological
pressure. As part of a wider set of policies—including wealth and inheritance taxation, labour
reforms, and universal services—they enable governments to meet human needs more
directly, without relying on continuous economic growth.
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1. POLICY GOAL

Maximum income schemes are policy frameworks that establish institutional limits on very
high incomes, through combinations of maximum income and/or maximum wage
instruments. Maximum income refers to a policy that sets an upper limit on the total income
an individual can receive within a given period, regardless of its source. It applies to a broad
range of income categories, as defined by policy design, including wages, capital income
(such as dividends and rents), and other monetary gains, and is typically implemented
through legal ceilings or highly progressive taxation that effectively caps total income above
a defined threshold.! Maximum wage refers to a limit applied specifically to labour income,
restricting the remuneration an individual may earn from employment. Such limits may take
the form of fixed monetary ceilings or rules governing wage differentials, and may be applied
within specific organisations, economic sectors (such as the public sector or social economy),
or across the broader economy.?

Maximum income schemes respond to the sharp rise in inequality observed in many
countries over recent decades. Since the late 20th century, earnings at the top of the
distribution have grown far faster than median incomes.** This dynamic has become a major
driver of overall inequality, concentrating economic resources and decision-making power
in a small segment of society.> In addition, greenhouse gas emissions are closely related with
income/asset ownership.” To meet globally agreed climate targets, significant reductions in
per capita emissions will need to be made at the top.® In the absence of institutional limits,
escalating remuneration practices can also reinforce corporate norms that reward extreme
pay differentials and status competition.

The first objective of a maximum income scheme is therefore to curb the rise of very high
incomes fueling inequality, and to promote more balanced income distributions. Extremely
high incomes are not only a distributional outcome but a key driver of wealth accumulation,
particularly in a context where returns to wealth at the top have remained persistently high -
around 7.5% per year in real terms - while effective taxation remains limited.’ In this sense,

! In some policy designs, intergenerational wealth transfers may also be considered. However, in this Roadmap
they are primarily addressed through complementary instruments. For a detailed discussion of policies
addressing intergenerational wealth inequality, including the design and role of inheritance taxation, see Policy
Profile 1.3 on inheritance taxation.

2 Francois, M. et al., Unlocking the potential of income and wealth caps in post-growth transformation: A
framework for policy design (Ecological Economics 208, 2023)

3QECD, Under Pressure: The Squeezed Middle Class (OECD Publishing, 2019)

4Buch-Hansen, H. & Koch, M., Degrowth through income and wealth caps? (Ecological Economics 160, 2019), pp
264-271

5 Atkinson, A. B., Inequality: What can be done? (Harvard University Press, 2015)

¢Piketty, T., Capital in the Twenty-First Century (Harvard University Press, 2014)

7 Barros, B., and Wilk, R., The outsized carbon footprints of the super-rich (Sustainability: Science, Practice and
Policy, 17(1), pp. 316-322; 2021)

8 Gossling, S., and Humpe, A., Millionaire spending incompatible With 1.5°C Ambitions (Cleaner Production
Letters, No. 4: 100027; 2023)

® Zucman, G., A Blueprint for a Coordinated Minimum Effective Taxation Standard for Ultra-High-Net-Worth
Individuals (EU Tax Observatory / G20 Presidency, 2024)
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maximum income policies act on the flow of resources entering the top of the distribution
and are most effective when considered alongside policies targeting the stock of accumulated
wealth. Without such complementarity, income limits alone may slow but not fully reverse
the concentration of economic power. By setting upper limits on individual income, often
through steeply progressive taxation or wage ratio rules, and by combining it with wealth
taxes or wealth ceilings, the policy seeks to reduce excessive concentration while
encouraging more equitable wage structures within firms and across the economy.

A second objective is to protect democracy. The sustained rise of high incomes contributes
directly to the accumulation of wealth over time, reinforced by intergenerational transfers
such as inheritance, thereby amplifying wealth concentration. While decisive evidence on
the impact of money in politics is difficult to gather, high levels of wealth concentration are
associated with disproportionate potential for political influence, including greater capacity
to shape policy agendas, finance political campaigns, and the symbolic power to influence
media and public debate, often behind the scenes.'>!>** In addition, high levels of inequality
can erode the legitimacy of democratic institutions by undermining public trust and
increasing perceptions that political decision-making is largely indifferent to the needs and
interests of ordinary citizens.'>'* By limiting extreme incomes at the top, maximum income
schemes can help curb the processes through which income advantages translate into
concentrated wealth and political power, thereby contributing to restoring political equality
and strengthening democratic accountability.

A third objective is to advance broader social and ecological goals. Maximum income
schemes implemented through fiscal instruments can generate significant public revenues
that can be reinvested in universal services, social protection, and other policies that reduce
poverty and improve collective wellbeing. At the same time, by limiting the scale of large
fortunes that drive high-impact investment decisions, the policy can help reduce
environmentally harmful patterns of capital allocation and resource use.® More broadly,
narrowing income gaps can reshape social norms, curb status-driven excess consumption,
and promote economic cultures oriented toward sufficiency, fairness, and long-term
sustainability.’* These social, political, and ecological objectives are consistent with
“limitarianism”, the ethical view arguing that extreme wealth is objectionable not only
because it coexists with deprivation, but also because it can be converted into
disproportionate social, political, and ecological influence." In this perspective, maximum
income policies have gained increasing attention within ecological economics and post-

0 For data on the funding of political campaigns in the US, see https://www.opensecrets.org.

11 Page, B. 1., Seawright, J., and Lacombe, M. J., Billionaires and stealth politics (University of Chicago Press, 2018)
12Koch, M., Emilsson, K., Lee, J. and Johansson, H., Structural barriers to sufficiency: The contribution of research
on elites (Buildings and Cities 5(1), pp. 268-282; 2024)

3 Rau, E. G., & Stokes, S., Income inequality and the erosion of democracy in the twenty-first century (Proceedings
of the National Academy of Sciences, 122(1), 2025)

“QECD, OECD Survey on Drivers of Trust in Public Institutions — 2024 Results: Building Trust in a Complex Policy
Environment, (OECD Publishing, 2024)

15 Khalfan, A. et al., Climate Equality: A planet for the 99% (Oxfam International, 2023),
https://doi.org/10.21201/2023.000001

16 Pizzigati, S., The case for a maximum wage (Polity Press, 2018)

7 Robeyns, 1., Limitarianism: The Case Against Extreme Wealth. (Allen Lane, 2024)
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growth scholarship as “eco-social” instruments'®'*?>* contributing to the operationalisation
of an ecological ceiling” by limiting the concentration of income and wealth that drives
unsustainable economic dynamics.

2. POLICY FORMULATION

Maximum income schemes can be designed through different institutional arrangements
depending on the category of income targeted, the actors covered, the policy instruments
used, and the geographical level of application. Two main policy approaches can be
distinguished: maximum wage policies and maximum income policies.

A maximum wage policy places limits on labour income.* It typically applies to workers and
executives and can be implemented through rules governing remuneration structures within
organisations or economic sectors. Such limits may take the form of fixed wage ceilings or
rules restricting wage differentials (for example between the highest and lowest or median
earners within a firm). Maximum wage rules may be introduced through national regulation,
particularly in the public sector or publicly supported organisations (as in France and the
Netherlands), or through corporate governance frameworks, such as those applied in parts
of the social and solidarity economy (as at Mondragon in Spain).

A maximum income policy places limits on an individual’s total income across all sources,
including wages and capital income (such as dividends, rents, and capital gains) including
income derived from entrepreneurial profits and business ownership, and may also extend
to large inheritances and gifts where these contribute to annual income flows or to the
accumulation of wealth over time.*»* At the national level, such limits are most commonly
envisioned through highly progressive taxation with a top marginal rate approaching or
reaching 100 percent above a defined threshold. This effectively caps the level of income that
can be retained by an individual. While legal income ceilings and tax-based caps pursue
similar distributional outcomes, they differ in their legal and administrative nature: tax-based
approaches operate ex post through the fiscal system, whereas explicit legal ceilings impose
direct limits on income as it is accrued and may raise distinct enforcement and constitutional

'8 Fromberg, C., and Lund, J. F., Tracing the contours of the ecosocial project: A review of policy proposals (Journal of
Cleaner Production, vol. 467; 2024)

19 Kallis, G., Hickel, J., O’Neill, D.W. et al., Post-Growth: The science of wellbeing within planetary boundaries (Lancet
Planetary Health, 9(1), e62-€78; 2025)

20 Fitzpatrick, N., Parrique, T., and Cosme, 1., Exploring degrowth policy proposals: A systematic mapping with thematic
synthesis (Journal of Cleaner Production, vol. 365; 2022)

21 Schulz, F., Bretter, C., Biichs, M., and Trappmann, V., A global view of eco-social policy support: insights from six
high-emission countries (Global Sustainability, 2026)

22 Gough, 1., Defining floors and ceilings: The contribution of human needs theory (Sustainability: Science, Practice and
Policy, 16 (1), 208-219; 2020)

= Pizzigati, S. (2018)

2 In this Roadmap, intergenerational wealth transfers are primarily addressed through complementary
instruments. See Policy Profile 1.3 on inheritance taxation.

% Buch-Hansen, H. & Koch, M. (2019)
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considerations. In practice, both approaches can be understood as complementary to
progressive taxation within a broader policy mix, rather than as substitutes.

Because capital and high-income earners are mobile, coordination at regional or
transnational levels is important. However, the challenge is not only one of coordination but
also of structural asymmetry: countries differ significantly in their capacity to monitor high-
income individuals, access financial information, and enforce taxation. Addressing these
asymmetries - particularly for low- and middle-income countries - is critical to the
effectiveness of maximum income schemes. From a policy design perspective, maximum
income schemes are best understood as one component within a broader architecture of
wealth governance, alongside instruments such as wealth taxation, inheritance taxation, and
transparency measures. This integrated approach ensures that limits on income flows are not
undermined by the persistence of large, accumulated wealth stocks.

In practice, maximum income schemes may combine these instruments: wage-limiting rules
within organisations to address excessive pay differentials, alongside broader fiscal caps on
total individual income. The precise level of the cap, whether expressed as an absolute
amount or as a permissible income ratio, is a key design parameter and would typically be
determined through democratic and political processes reflecting national economic
conditions and social preferences.*®*'-*

3. EXPECTED BENEFITS

Evidence from existing policy experiences and historical precedents suggests that maximum
income schemes can contribute to reducing income inequality, strengthening organisational
fairness, improving governance standards, and supporting broader social objectives.

A first expected benefit is the reduction of excessive income disparities, particularly at the
top of the income distribution. Historically, extremely high marginal tax rates have
functioned as de facto constraints on top incomes. In the United States, top marginal income
tax rates reached 94% in 1944 and averaged around 81% between 1932 and 1980. These
policies were partly the outcome of a political debate initiated by President Franklin D.
Roosevelt’s proposal for a maximum income.” Historical and comparative research shows
that periods with high top marginal tax rates coincided with substantially lower income
inequality, robust economic growth, and broad improvements in living standards.**3>%

2% Carr, S. C, Wage and Well-being: Toward Sustainable Livelihood (Springer, 2023), pp 181-208

27 Robeyns, ., et al., How Rich is Too Rich? Measuring the Riches Line (Springer, Soc Indic Res 154, 115-143; 2021)
28 Frangois, M., et al., Why Do People Support or Oppose Maximum Income? Ideological Dispersion around Four
Positions and Shared Concerns about Implementation (Journal of Social Policy 55, no. 1; 2026): 1-23

2 Frangois, M. et al. (2023)

% Piketty, T. et al., Optimal Taxation of Top Labor Incomes: A Tale of Three Elasticities (American Economic
Journal: Economic Policy, 2014)

% Atkinson, A. B. et al., Top Incomes in the Long Run of History (Journal of Economic Literature, 2011)

32 Berg, A., et al., Redistribution, inequality, and growth: new evidence (Journal of economic growth, 23(3), 2018),
PP 259-305

% Chancel, L. et al., World Inequality Report 2022 (World Inequality Lab, 2022)
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These historical experiences can also be interpreted as periods in which institutional limits
were placed on the concentration of economic power at the top of the distribution. In this
sense, high marginal tax rates did not only reduce inequality but also constrained the extent
to which economic resources could be converted into sustained political and structural
influence.

At the organisational level, limits on executive remuneration can contribute to more
balanced wage structures without necessarily having negative consequences for
organisational performance. Several countries have introduced pay caps in the public or
semi-public sector, particularly after the 2008 financial crisis in response to public demands
for stronger oversight of executive compensation and public spending. According to a review
by the European Institute of Public Administration®, sixteen European countries introduced
executive pay regulation after the crisis. These measures include both legally binding wage
caps (for example in France®, the Netherlands®, Poland, Spain, Portugal, Croatia, and Italy)
and non-binding governance codes. While the scope of these policies varies and exemptions
are sometimes present, existing evaluations indicate that such regulations have been
implemented without clear evidence of adverse effects on organisational performance.* *

Evidence from organisations operating with internal wage limits also suggests positive
outcomes. The Mondragon cooperative group in Spain has historically maintained wage
ratios between approximately 6:1 and 9:1 between the highest- and lowest-paid employees®.
Similar ratio rules are found across parts of the social and solidarity economy in several
countries; for example, in Belgium a maximum pay ratio between 1:4 and 1:6 is often required
for enterprises to obtain official recognition as social economy organisations. Studies of these
models indicate that such wage structures can coexist with stable employment growth,
competitive performance, and lower internal income inequality.*” Complementing this
evidence, recent economic modelling of a maximum wage policy in Italy finds no adverse

3 Bruni, P., The Regulation of Executive Pay in the Public and Semi-Public Sector across the European Union
(European Institute of Public Administration, 2017)

% Since 2012, a maximum income scheme has taken the form of a €450,000 cap on executive pay in state-owned
enterprises (circulaire Ayrault), applying to firms with majority public ownership. This ceiling corresponds
roughly to around 20 times the lowest salaries in those firms, although it is not formally structured as a wage ratio
rule.

% What was originally known as the Balkenende norm has since been formalized in law through the Wet
normering topinkomens, which legally caps executive pay in the public and semi-public sectors at a level linked
to the remuneration of senior public officials.

%7 Bruni, P. (2017)

% OECD, Remuneration of Boards of Directors and Executive Management in State-Owned Enterprises (OECD
Publishing, 2022), https://doi.org/10.1787/80d6dc04-en

% International Cooperative Alliance, Study of Mondragon highlights valuable lessons in building a successful,
inclusive economy (International Cooperative Alliance, 2025), https://ica.coop/en/media/news/study-mondragon-
highlights-valuable-lessons-building-successful-inclusive-economy.

40 Arando, S. et al., Efficiency in employee-owned enterprises: An econometric case study of Mondragon
(Industrial and Labor Relations Review, 68(2), 2015), pp 398-425
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macroeconomic impact” and suggests that such policies may also contribute to reducing
gender pay gaps.*

Maximum income schemes may also help contain internal pay disparities that can
undermine trust, morale, and effective governance. A substantial body of research shows
that large and rising pay gaps within organisations are associated with weaker employee
morale, reduced cooperation, and misaligned managerial incentives. The Hutton Review of
Fair Pay in the United Kingdom® highlighted that growing pay disparities can undermine
trust and distort organisational dynamics, even if it did not advocate strict income caps.
Introducing pay limits or ratio rules could therefore contribute to strengthening
accountability and aligning compensation structures with organisational performance and
social expectations.**

Beyond organisational impacts, maximum income schemes implemented through fiscal
instruments can generate significant public revenues that can be redirected toward social
protection, universal public services, and poverty reduction policies. Such redistributive
effects can help reduce economic insecurity and strengthen social cohesion.

Maximum income schemes can also contribute to reshaping economic norms and
expectations around remuneration and success. By signalling institutional limits to
excessive earnings, these policies can reduce status-driven competition and encourage more
balanced compensation practices across the economy. Survey evidence from a limited
number of countries suggests that a non-negligible share of respondents support limiting
very high incomes, particularly when framed in terms of fairness and public interest.*

Overall, while empirical evidence remains relatively limited due to the small number of
comprehensive national-level schemes, existing historical experiences, organisational
practices, and economic modelling studies indicate that maximum income policies can
reduce inequality and improve governance outcomes without significant negative
macroeconomic effects.

While much of the available evidence originates from high-income countries, similar
dynamics are increasingly relevant in middle-income and developing contexts, where rapid
income concentration at the top can interact with weaker institutional capacity and greater
exposure to capital flight. This suggests the need for context-specific adaptations of

41 Spinato Morlin, G. et al., Tackling labour market inequalities through minimum and maximum wages
(Economic Modelling, 2026), https://doi.org/10.1016/j.econmod.2026.107495

42 Atkinson, A. B. et al., Top Incomes and the Gender Divide (The Journal of Economic Inequality, 2018), DOI:
10.1007/s10888-018-9384-z

43 Hutton Review of Fair Pay in the public sector (2011),
https://dera.ioe.ac.uk/id/eprint/2562/1/hutton_fairpay_review.pdf

4 Pickett, K., et al., The Spirit Level at 15 (London - The Equality Trust, 2024)

4 Edmans, A., Does the stock market fully value intangibles? Employee satisfaction and equity prices (Journal of Financial
Economics, 2011)

4 Ferreira, J. V. et al., Preferences for income and wealth limits: Evidence from a survey experiment (European Economic
Review, vol. 183, March 2026)
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maximum income policies that reflect differing economic structures and governance
constraints.

4. EVIDENCE, EXAMPLES & BEST PRACTICES

Evidence from existing policy experiences and historical precedents suggests that maximum
income schemes can contribute to reducing income inequality, strengthening organisational
fairness, improving governance standards, and supporting broader social objectives.

A first expected benefit is the reduction of excessive income disparities, particularly at the
top of the income distribution. Historically, extremely high marginal tax rates have
functioned as de facto constraints on top incomes. In the United States, top marginal income
tax rates reached 94% in 1944 and averaged around 81% between 1932 and 1980. These
policies were partly the outcome of a political debate initiated by President Franklin D.
Roosevelt’s proposal for a maximum income.*” Historical and comparative research shows
that periods with high top marginal tax rates coincided with substantially lower income
inequality, robust economic growth, and broad improvements in living standards.**%
These historical experiences can also be interpreted as periods in which institutional limits
were placed on the concentration of economic power at the top of the distribution. In this
sense, high marginal tax rates did not only reduce inequality but also constrained the extent
to which economic resources could be converted into sustained political and structural
influence.

At the organisational level, limits on executive remuneration can contribute to more
balanced wage structures without necessarily having negative consequences for
organisational performance. Several countries have introduced pay caps in the public or
semi-public sector, particularly after the 2008 financial crisis in response to public demands
for stronger oversight of executive compensation and public spending. According to a review
by the European Institute of Public Administration®?, sixteen European countries introduced
executive pay regulation after the crisis. These measures include both legally binding wage
caps (for example in France®, the Netherlands™, Poland, Spain, Portugal, Croatia, and Italy)

4’ Frangois, M. et al. (2023)

48 Piketty, T. et al., Optimal Taxation of Top Labor Incomes: A Tale of Three Elasticities (American Economic Journal:
Economic Policy, 2014)

4% Atkinson, A. B. et al., Top Incomes in the Long Run of History (Journal of Economic Literature, 2011)

50 Berg, A., et al., Redistribution, inequality, and growth: new evidence (Journal of economic growth, 23(3), 2018), pp
259-305

5T Chancel, L. et al., World Inequality Report 2022 (World Inequality Lab, 2022)

52Bruni, P., The Regulation of Executive Pay in the Public and Semi-Public Sector across the European Union (European
Institute of Public Administration, 2017)

%3 Since 2012, a maximum income scheme has taken the form of a €450,000 cap on executive pay in state-owned
enterprises (circulaire Ayrault), applying to firms with majority public ownership. This ceiling corresponds
roughly to around 20 times the lowest salaries in those firms, although it is not formally structured as a wage ratio
rule.

% What was originally known as the Balkenende norm has since been formalized in law through the Wet normering
topinkomens, which legally caps executive pay in the public and semi-public sectors at a level linked to the
remuneration of senior public officials.
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and non-binding governance codes. While the scope of these policies varies and exemptions
are sometimes present, existing evaluations indicate that such regulations have been
implemented without clear evidence of adverse effects on organisational performance.>>*

Evidence from organisations operating with internal wage limits also suggests positive
outcomes. The Mondragon cooperative group in Spain has historically maintained wage
ratios between approximately 6:1 and 9:1 between the highest- and lowest-paid employees®.
Similar ratio rules are found across parts of the social and solidarity economy in several
countries; for example, in Belgium a maximum pay ratio between 1:4 and 1:6 is often required
for enterprises to obtain official recognition as social economy organisations. Studies of these
models indicate that such wage structures can coexist with stable employment growth,
competitive performance, and lower internal income inequality®. Complementing this
evidence, recent economic modelling of a maximum wage policy in Italy finds no adverse
macroeconomic impact®” and suggests that such policies may also contribute to reducing
gender pay gaps.®

Maximum income schemes may also help contain internal pay disparities that can
undermine trust, morale, and effective governance. A substantial body of research shows
that large and rising pay gaps within organisations are associated with weaker employee
morale, reduced cooperation, and misaligned managerial incentives. The Hutton Review of
Fair Pay in the United Kingdom® highlighted that growing pay disparities can undermine
trust and distort organisational dynamics, even if it did not advocate strict income caps.
Introducing pay limits or ratio rules could therefore contribute to strengthening
accountability and aligning compensation structures with organisational performance and
social expectations®**,

Beyond organisational impacts, maximum income schemes implemented through fiscal
instruments can generate significant public revenues that can be redirected toward social
protection, universal public services, and poverty reduction policies. Such redistributive
effects can help reduce economic insecurity and strengthen social cohesion.

% Bruni, P. (2017)

% OECD, Remuneration of Boards of Directors and Executive Management in State-Owned Enterprises (OECD Publishing,
2022), https://doi.org/10.1787/80d6dc04-en

57 International Cooperative Alliance, Study of Mondragon highlights valuable lessons in building a successful, inclusive
economy (International Cooperative Alliance, 2025), https://ica.coop/en/media/news/study-mondragon-
highlights-valuable-lessons-building-successful-inclusive-economy.

%8 Arando, S. et al., Efficiency in employee-owned enterprises: An econometric case study of Mondragon (Industrial and
Labor Relations Review, 68(2), 2015), pp 398-425

% Spinato Morlin, G. et al., Tackling labour market inequalities through minimum and maximum wages (Economic
Modelling, 2026), https://doi.org/10.1016/j.econmod.2026.107495

6 Atkinson, A. B. et al., Top Incomes and the Gender Divide (The Journal of Economic Inequality, 2018), DOI:
10.1007/s10888-018-9384-z

61 Hutton Review of Fair Pay in the public sector (2011),
https://dera.ioe.ac.uk/id/eprint/2562/1/hutton_fairpay_review.pdf

62 Pickett, K., et al., The Spirit Level at 15 (London - The Equality Trust, 2024)

8 Edmans, A., Does the stock market fully value intangibles? Employee satisfaction and equity prices (Journal of Financial
Economics, 2011)
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Maximum income schemes can also contribute to reshaping economic norms and
expectations around remuneration and success. By signalling institutional limits to
excessive earnings, these policies can reduce status-driven competition and encourage more
balanced compensation practices across the economy. Survey evidence from a limited
number of countries suggests that a non-negligible share of respondents support limiting
very high incomes, particularly when framed in terms of fairness and public interest.**

Overall, while empirical evidence remains relatively limited due to the small number of
comprehensive national-level schemes, existing historical experiences, organisational
practices, and economic modelling studies indicate that maximum income policies can
reduce inequality and improve governance outcomes without significant negative
macroeconomic effects.

While much of the available evidence originates from high-income countries, similar
dynamics are increasingly relevant in middle-income and developing contexts, where rapid
income concentration at the top can interact with weaker institutional capacity and greater
exposure to capital flight. This suggests the need for context-specific adaptations of
maximum income policies that reflect differing economic structures and governance
constraints.

5. OBJECTIONS, POTENTIAL BARRIERS & COUNTERARGUMENTS

The feasibility of maximum income schemes depends not only on political acceptance but
also on institutional capacity. This includes the ability to identify high-income individuals,
monitor diverse income sources (including cross-border income), enforce compliance, and
withstand political resistance from economically powerful actors. These dimensions vary
significantly across countries and shape the design and sequencing of policy interventions.
Maximum income schemes can face significant political, economic, and institutional
barriers. These challenges differ depending on whether the policy targets maximum wages
within organisations or maximum total income at the individual level, and addressing them
requires tailored policy design and strategic responses.

1. Maximum wage policies

One common objection concerns meritocratic arguments about executive compensation.
Critics argue that high executive pay reflects exceptional talent, responsibility, and
performance, and that limiting remuneration could undermine incentives for productivity
and innovation. Closely related is the claim that organisations must offer very high salaries
to attract and retain highly skilled executives, particularly in competitive international
markets.

4 Ferreira, J. V. et al., Preferences for income and wealth limits: Evidence from a survey experiment (European
Economic Review, vol. 183, March 2026)
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Empirical evidence provides only limited support for these claims. A substantial body of
research finds that executive compensation is only weakly related to firm performance,
with factors such as firm size, luck, and governance structures playing a much larger role in
determining pay levels.®% Studies of countries that have introduced executive pay
regulations in the public or semi-public sector, such as France and the Netherlands, have
found no clear evidence that remuneration caps undermine organisational performance.*”
Moreover, many successful organisations operate with relatively compressed pay structures.
Worker cooperatives such as those within the Mondragon group, as well as many social
economy organisations, maintain strict wage ratios while remaining competitive and stable.®

Another challenge concerns policy avoidance through alternative compensation structures.
Firms may attempt to circumvent wage caps by increasing bonuses, stock options, or non-
salary benefits. To prevent circumvention through alternative compensation structures,
remuneration caps can rely on comprehensive definitions of pay that include bonuses,
deferred compensation, equity-based rewards, and other benefits, as illustrated by the EU
banker bonus cap’ and national regulations such as the Dutch Top Incomes Act.”

Resistance to maximum wage policies may also arise from corporate lobbying and
managerial elites, who may perceive pay limits as a direct constraint on remuneration
practices. Building public support and linking wage limits to broader corporate governance
reforms can strengthen both their effectiveness and political feasibility. Research shows that
increased transparency in executive compensation improves stakeholder monitoring and
accountability in pay-setting processes.”” Transparency requirements, such as the
disclosure of pay ratios, remuneration packages, and compensation criteria, help reduce
information asymmetries and allow shareholders, employees, and regulators to scrutinise
remuneration practices. Evidence from public-sector wage governance also indicates that
transparent pay structures can enhance institutional legitimacy and public trust.” In
addition, a review of empirical studies on vertical pay transparency policies finds that these
tend to boost effort and productivity in meritocratic environments, while cross-firm pay
transparency tends to improve labour market outcomes and exerts upward pressure on

® Tosi, H. L. et al., How much does performance matter ? A meta-analysis of CEO pay studies (Journal of Management,
26(2), 2000), pp 301-339

¢ Bertrand, M., & Mullainathan, S. Are CEOs rewarded for luck? The ones without principals are. (The Quarterly
Journal of Economics, 116(3), 2001), pp. 901-932.

7 Bruni, P. (2017)

58 OECD (2022)

% Arando, S. et al. (2015)

70In 2013, the EU introduced a cap on bankers’ bonuses through the Capital Requirements Directive IV (refined in
the CRD V). The regulation limits variable remuneration to 100% of fixed salary (or 200% with shareholder
approval) and explicitly defines remuneration broadly to include bonuses, stock options and share-based
payments, deferred compensation and pension-related benefits.

7" The Dutch Top Incomes Act (WNT) caps executive pay in the public and semi-public sector and defines
remuneration as total compensation, including fixed salary, bonuses, pension contributions, termination
payments, and other taxable benefits.

72Choi, J. H. et al., Executive pay transparency and relative performance evaluation: evidence from the 2006 pay disclosure
reforms (Springer, Review of Accounting Studies Vol. 30, 2025), pp 2922-2962

73 OECD, Salary systems in public administration and their reforms (SIGMA paper n°71, 2024)
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wages.’* Finally, public opinion research shows strong support for pay transparency and fair-
pay governance reforms, suggesting that integrating wage limits within broader transparency
and accountability frameworks may help build political support for such policies.

2. Maximum income policies

Maximum income policies implemented through extremely high marginal tax rates or
income caps face additional barriers. One important challenge relates to ideological
objections, particularly in countries where political culture emphasises limited government
intervention and low taxation.” Critics may argue that income caps penalise success, weaken
incentives to work or invest, and represent excessive state interference in markets.

However, historical experience suggests that such concerns may be overstated. Periods
characterised by very high marginal tax rates on top incomes, such as the mid-twentieth
century in the United States and several European countries, coincided with strong economic
growth, rising productivity, and broad improvements in living standards. Empirical studies
also show that top earners’ labour supply tends to be relatively insensitive to taxation,
suggesting that moderate changes in incentives may have limited effects on economic
activity.”®”” In addition, research on entrepreneurial decision-making suggests that taxation
is rarely a primary consideration when entrepreneurs decide whether to pursue new
ventures. Instead, they typically operate under conditions of fundamental uncertainty about
whether profit opportunities exist at all and, accordingly, tend to frame choices in terms of
what they can afford to lose rather than how much of a potential gain they might ultimately
retain.’®”*%0

Another major concern is policy avoidance through capital mobility or tax planning,
including capital flight, tax evasion, or relocation of high-income individuals. These risks are
particularly relevant in highly integrated economic regions where individuals can easily shift
tax residence. Many of the policy tools addressing these risks can be understood as
preconditions for the effective implementation of maximum income schemes. Policy
responses may therefore include stronger international tax cooperation, coordination at
regional levels (such as within the European Union), enhanced reporting requirements,
and measures to limit tax aveidance. Several policy tools have been developed to address tax
avoidance and mobility of wealthy individuals. These include the OECD-led automatic

74 Cullen, Z., Is pay transparency good? (Journal of Economic Perspectives, 38(1), 2024), pp. 153-180

78 Frangois, M. et al. (2026)

76 Piketty, T. et al. (2014)

7 Saez, E. et al., The Elasticity of Taxable Income with Respect to Marginal Tax Rates: A Critical Review (Journal of
Economic Literature 50:1, 2012), pp 3-50

78 Chandler, G. N. et al., Causation and effectuation processes: A validation study (Journal of business venturing, 26(3),
2011), pp. 375-390

7% Shepherd, D. A. et al., Thinking about entrepreneurial decision making: Review and research agenda (Journal of
Management, 41(1), 2015), pp. 11-46

8 Ramoglou, S., & Tsang, E. W., A realist perspective of entrepreneurship (Academy of Management Review, 41(3),
2016), pp. 410-434
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exchange of financial account information between tax authorities®, exit taxes applied when
high-net-worth individuals relocate abroad (for example in France, Norway, Canada), and
beneficial ownership registers identifying the ultimate owners of financial assets. Proposals
for international wealth registries could further improve transparency of global asset
ownership. Such measures strengthen governments’ ability to enforce progressive taxation
and reduce opportunities for capital flight. In practice, these challenges reflect a broader
mismatch between globally mobile capital and nationally bounded governance systems.
Maximum income policies therefore depend on strengthening both domestic enforcement
capacity and international cooperation frameworks, including equitable access to financial
information and coordinated regulatory standards.

Finally, maximum income policies may face political resistance from high-income groups
and their economic allies, who possess significant resources to influence policy debates and
lobbying processes.®” Because such measures are often associated with redistributive
agendas, they may also encounter opposition from political parties that prioritise low taxation
or market-based income determination.

Despite these barriers, available public opinion research suggests that some segments of the
population support limits on very high incomes, particularly when such policies are linked to
concerns about fairness, inequality, and the financing of public services. However, evidence
remains limited and context specific. Studies find that support for limiting excessive incomes
often depend on question framing, policy design, and national context. This suggests that
public attitudes toward maximum income policies are not fixed but can evolve through
political debate, framing, and institutional trust.** From a political strategy perspective,
proposals may therefore gain traction when embedded within broader reform agendas
addressing inequality, corporate governance, the climate emergency, and fair taxation. While
such policies are often championed by progressive political actors, building coalitions that
include centrist parties, civil society organisations, and trade unions may be essential to
enhance their legitimacy and feasibility.

6. IMPLEMENTATION STEPS

Implementing maximum income schemes requires a gradual and coordinated approach
combining redistributive fiscal measures that address existing inequalities with regulatory
instruments that reshape future income dynamics and remuneration practices. As
highlighted in the work of Martin Francois®, an integrated strategy can distinguish between
tools that correct past inequalities through redistribution and those that transform future

8 QOECD, Standard for Automatic Exchange of Financial Account Information in Tax Matters (2" edition, 2017),
https://www.oecd.org/en/publications/standard-for-automatic-exchange-of-financial-account-information-in-
tax-matters-second-edition_9789264267992-en.html

82 Robeyns, 1. (2024)

8 Ferreira, J. V. et al. (2026)

8 Francois, M., Addressing inequality in post-growth societies. A pragmatist inquiry into the realisation of income
and wealth limits (ULiege, 2025)
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economic behaviour through regulation. These instruments can be introduced progressively
as political support and institutional capacity develop.

Citizens and civil society actors also play a key role in this process, through public
deliberation, advocacy, norm-setting, and participation in democratic processes that shape
the legitimacy and adoption of such policies.

Short-term (2-3 years)

In the short term, governments can prioritise measures that strengthen transparency,
administrative capacity, and the regulatory foundations necessary for more ambitious
reforms.

At the international level, strengthening participation in financial transparency initiatives
and automatic information exchange® can enhance governments’ capacity to monitor high-
income individuals and reduce tax evasion. Complementary efforts to reduce the role of tax
havens and address harmful tax practices are also critical in this phase. In this context,
exploring minimum taxation frameworks for ultra-high-net-worth individuals, including
proposals inspired by recent work by Zucman®, can serve as pragmatic intermediate steps,
helping to improve data availability, build administrative capacity, and shift policy norms
toward greater acceptance of limits on extreme income concentration.

At the national level, policymakers can strengthen progressive taxation of top incomes by
increasing top marginal tax rates and limiting the tax deductibility of excessive executive
compensation. Transparency reforms®, such as mandatory disclosure of executive pay ratios
and comprehensive reporting of remuneration packages®, can improve monitoring of high
incomes and strengthen public oversight.

Governments can also introduce maximum wage rules in publicly funded institutions,
including state-owned enterprises, public administrations, and publicly subsidised
organisations. These rules may establish pay caps or wage ratios linked to the salaries of
senior public officials.®* However, limiting such measures to the public sector alone may
create dual labour market dynamics or shift excessive remuneration practices to the private
sector, highlighting the importance of broader regulatory frameworks.

At the local level, municipalities and public agencies can integrate fair-pay standards into
public procurement, subsidies, and funding conditions, encouraging organisations receiving
public resources to adopt remuneration practices that limit the top of the distribution. They

8 QECD (2017)

8 Zucman, G. (2024)

87 OECD (2024)

% For example the EU Capital Requirements Directives IV and V, and the Dutch Top Incomes Act.
8 Bruni, P. (2017)
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can also impose a tax surcharge on corporations with extreme CEO-worker pay ratios, as
Portland did in 2016.%°

The sequencing of these measures is shaped by political and institutional conditions. Early
interventions that improve transparency and administrative capacity can play a critical role
in enabling more ambitious reforms over time, particularly in contexts where enforcement
capacity is initially limited.®’

Medium-term (5 years)

Over the medium term, governments can develop more structured maximum wage and
income frameworks influencing broader labour market and corporate practices.

At the international level, coordination of tax rules and anti-avoidance frameworks,
particularly in integrated economic regions such as the European Union, can reduce the risk
of regulatory arbitrage and relocation of high-income individuals.

At the national level, legislation can introduce maximum wage rules applying to specific
sectors, such as the public sector, publicly listed companies, or organisations benefiting from
public support, using pay-ratio limits or maximum remuneration thresholds.®

Fiscal instruments can also evolve toward de facto income ceilings, for example through very
high-top marginal tax rates applied at extreme income thresholds. Complementary reforms
to capital income taxation, inheritance taxation, and anti-avoidance rules can ensure that
income limits apply consistently across different income sources.

Long-term (10 years)

In the longer term, deeper institutional reforms may enable the introduction of explicit
maximum income schemes covering all categories of income, supported by strong
enforcement mechanisms and international cooperation.

At the international level, stronger cooperation on income and wealth taxation would
significantly improve the enforceability of maximum income policies. Potential measures
include the development of global asset transparency systems or wealth registries, improved
reporting of cross-border financial assets, and joint enforcement initiatives among tax
authorities to reduce tax evasion and capital flight. These instruments would allow
governments to track income and wealth across jurisdictions and ensure that income ceilings
cannot easily be circumvented through offshore financial structures.

From an enforcement perspective, particular attention must be paid to income channelled
through trusts, shell companies, or other indirect ownership structures. Effective
implementation therefore requires rules attributing income to ultimate beneficial owners,

 Anderson, S., Portland Surtax on Corporations with Extreme CEO-Worker Pay Ratios (Institute for Policy Studies,
2017)

1 Balata, F., and Wright, H., Taxing Invisible Wealth (New Economics Foundation, 2026)

2 For example the Circulaire Ayrault in France and the Dutch Top Incomes Act.
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alongside strengthened reporting obligations and anti-avoidance frameworks targeting such
arrangements.

At the national or transnational (regional) level, governments could establish formal
income ceilings implemented through a combination of regulatory limits and marginal tax
rates approaching 100% above extreme thresholds. These policies would apply to all
categories of income, including wages, capital income, dividends, and realised capital gains.
The distinction between realised and unrealised capital gains is important, as unrealised
gains may allow high-income individuals to defer taxation. Addressing this may require
complementary measures such as accrual taxation or minimum taxation on unrealised gains.

Complementary reforms could include coordinated tax floors for top income tax rates across
economically integrated regions, such as the EU, in order to reduce incentives for tax
competition. Forums for public debate and public deliberation, such as citizens’ assemblies®,
could be organised to inform where to draw context-sensitive thresholds.

Corporate governance frameworks may also evolve toward institutionalised wage-ratio rules
within firms, extending principles already present in parts of the social and solidarity
economy. Recent survey-experimental evidence suggests that voluntarily adopted wage caps
attract more public support than state-imposed mandates, indicating greater political
feasibility for firm-led initiatives.® In practice, these rules could require firms to maintain
maximum pay differentials between top and bottom earners as a condition for access to
public procurement, subsidies, or certain corporate legal forms.

Differentiated implementation across economic contexts

Implementation pathways will vary across countries. High-income countries, where income
concentration at the top has increased significantly, are well positioned to implement
comprehensive maximum income schemes due to stronger fiscal and administrative
capacity. Middle-income countries may initially focus on strengthening tax administration,
improving income transparency, and addressing pay disparities in public institutions. In low-
income countries, priority may lie in developing the fiscal and reporting systems needed to
monitor high incomes, while targeted wage caps in public institutions can represent a
feasible starting point. Across all contexts, addressing international asymmetries in financial
transparency and enforcement capacity remains critical to ensuring policy effectiveness.

7. INTERNATIONAL HUMAN RIGHTS OBLIGATIONS AND INTERNATIONAL
COMMITMENTS

An important normative framework has been developed in international human rights law to
assess public policy frameworks, including issues related to income distribution. The

83 Fishkin, J. S., Democracy when the people are thinking: Revitalizing our politics through public deliberation. (Oxford
University Press, 2018)
% Ferreira, J. V. et al. (2026)
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establishment of maximum income schemes would help reduce structural inequalities,
protect democratic institutions, and promote broader social and ecological objectives—
elements that are essential for the progressive realisation of internationally recognised
human rights.

States obligations are grounded in the United Nations Charter, which commits States to
promote higher standards of living, economic and social progress, and universal respect for
human rights (Article 55), and to act jointly and separately in achieving these purposes
(Articles 1(3) and 56).

The International Covenant on Economic, Social and Cultural Rights further requires States
to progressively realise the rights recognised in the Covenant by using the maximum of their
available resources (Article 2(1)). The International Covenant on Civil and Political Rights
guarantees the right to political participation (Article 25). The International Convention on
the Elimination of All Forms of Racial Discrimination recognises that States may adopt special
and concrete measures to ensure the development or protection of certain groups,
particularly in the economic sphere (Article 2(2)). Extremely high incomes, and especially the
concentration of wealth, when left unregulated, may undermine these obligations by
reducing fiscal capacity and reinforcing disproportionate political influence, thereby limiting
the effective enjoyment of these rights. In this sense, income-capping instruments can
promote equality and support the realisation of economic and social rights.

The Committee on Economic, Social and Cultural Rights has emphasized that States must
enhance resource availability through measures such as combating tax evasion, tax
avoidance and corruption, and strengthening progressive taxation systems (§25). The
Committee has also recognized that a clean, healthy and sustainable environment is an
autonomous human right and a precondition for the enjoyment of economic, social and
cultural rights (§1, §6)* and sustainable environment is an autonomous human right and a
precondition for the enjoyment of economic, social and cultural rights (§§1-6).”

Under the Addis Ababa Action Agenda, States reaffirm the need to reduce inequalities and
adopt inclusive economic policies to address wealth concentration (§5). Effective
redistribution is required to ensure quality investment in essential services (§12). States also
commit to strengthening tax systems and domestic resource mobilisation, including by
introducing anti-abuse provisions in tax treaties to ensure fair and efficient taxation (§§22-
23).%

More broadly, States have committed to addressing structural and excessive inequalities. The
Doha Political Declaration of the World Social Summit recognises that poverty and inequality
have deep structural causes that must be addressed (§2, §12). It further highlights the
widening of income disparities and significant wage gaps (§18(e)), and commits States to

% CESCR, General Comment No. 27: Economic, social and cultural rights and the environmental dimension of
sustainable development, E/C.12/GC/27.

7 ICESCR, Addis Ababa Action Agenda of the Third International Conference on Financing for Development,
A/RES/69/313 (2015).
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ensuring a fair and equitable distribution of income and wealth from economic growth, as
well as universal access to essential services (§31(c)).”® The Copenhagen Declaration on Social
Development similarly recognises the importance of eradicating poverty and reducing
inequalities (Commitments 2 and 3), including through the reduction of economic disparities,
and calls for equitable economic policies that reinforce democracy, social justice, and
balanced market interactions (§8).” This framework is further reinforced by the Sustainable
Development Goals, in particular Goal 10 on reducing inequalities.

The Special Rapporteur has also emphasised that, in line with the Sustainable Development
Goals, sustained, inclusive and sustainable economic growth is only possible if wealth is
shared and income inequalities are addressed (§34). He further notes that more equal
societies are better equipped to address a wide range of social challenges, and that poverty
results from structural factors such as high unemployment, wage stagnation, and
discrimination, which undermine social mobility (§39).'"
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