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Inequality is a defining issue of our time.
At various periods through history, inequality in wealth has reached extreme proportions.
This has generally resulted in one class of people gaining all the wealth, and leaving the rest of the population to live in poverty.

Rent
Rent is a substantial contributor to the transfer of wealth into a small number of hands.
There is no moral justification for charging high rents for the right to occupy a parcel of land and live in a building.
This is not necessarily the fault of the land owner if they have paid a high price to purchase the property and require a return on their investment, however it is an issue that needs a resolution.
A fair business transaction is an exchange of items of value. Each party gives up one item and receives something else in return.
However, high rent is a one-sided transaction. It is simply a transfer of wealth from the tenant to the land owner.
As an example of a fair rent, consider the depreciation of the building that the tenant lives in.
This could equate to 3.75% of the average wage.
However, in the current time, a typical rent may be 30% of the average wage or 50% of the minimum wage.
In some high density areas such as New York, attempts have been made to limit the cost of rents through legal controls.
This issue also applies to tenant farmers, in societies where individuals live on farming land and farm it, while paying rent to the land owner.

Wages
The level of wages is obviously a major contributor to the wealth or otherwise of the poor.
Most countries have implemented laws to set minimum wages although this is generally at a level which provides a very limited standard of living.



Other expenses
Other significant expenses of low income people are energy costs (electricity, gas etc) and medicine.

Markets
These issues lead to the question of the possible solutions to this problem.
Many methods have been tried including complete bloody revolution.
This article will focus on the effective operation of markets.
Free markets are loved by the right side of politics and hated by the left.
However, free markets can deliver many of the aims of the left such as high living standards and a fair distribution of wealth.
To operate effectively, markets must operate according to a set of rules.
The key parameters are listed below.

1. Price discovery
A price must be displayed or advertised for every item that is offered for sale, from shares to offers of employment.

2. One price
A result of step 1 is that all participants are offered the same sale price, different prices are not set for different buyers.

3. Many buyers and many sellers
Market effects only occur when there are many buyers and many sellers. 
It there is a small number of parties on one side and a large number on the other side, fair exchange does not generally take place and there is a transfer of wealth to the parties on the small-numbered side.

4. No collusion
If participants on one or both sides join together and act as one, market pricing does not occur.

5. Liquidity
There must be a large number of transactions occurring over reasonable timeframes for market effects to occur.
6. Settlement integrity
Payment must be made on the great majority of transactions on the settlement date.

7. Product transparency
The must be sufficient information made available about the product for a buyer to properly assess its value.

8. [bookmark: _GoBack]Transaction costs
The benefits provided by markets are lost if there are excessive costs involved in buying or selling products in the market.


Free markets have a great power to deliver distribution of wealth. However, as different elements of our economic system are only free (according to the above definitions), to limited extents, concentrations to wealth have become extreme.

Other approaches
This document explores market-based solutions to the problem of inequality.
Other approaches include socialism, which provides free education, healthcare and well-paying jobs, at the cost of very high levels of taxation.


Examples
Societies with unequal levels of wealth:
· French aristocracy prior to the French revolution
· The Capitalists in the USA in the late 19th and early 20th centuries

Failures of market effects
· When prices are not advertised, but are set by negotiation
· Travellers in poorer countries being charged more at markets than local people
· Monopolies, where a few very large buyers control the entire market
· Electricity retailers, where the complexity of the pricing makes it effectively impossible to compare one supplier with another.
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