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I was searching data on UK wealth yesterday, checking whether the office for National
statistics had updated the information that it publishes on this issue, which it does
periodically. As I discovered, it had done so in January, which I had not noticed at the
time.  Slightly frustratingly, the focus of the data published was pitched to the
household level, but even so that is interesting. Organised by decile, with each decile
having equal numbers of households within it, the allocation of personal wealth in the
UK is, according to the ONS, as follows: 

There is nothing especially surprising about this distribution. The fact that the UK is a
deeply unequal society that is massively skewed towards wealth being concentrated in
the hands of relatively few people, is not news.

Data at the aggregated level is, however, more interesting to me. Data at this level is
only available in a downloadable spreadsheet, with no attached press release, but it is a
benefit that the spreadsheet in question does include data from 2006 onwards, which
represents the entire period over which the ONS has been collecting this information.
 Aggregate wealth in the UK in March 2020 was as follows:   
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Note that this data is stated net i.e. liabilities are matched against assets, which is
particularly relevant with regard to personal financial wealth and property.

It is useful that the same categories of allocation are used within the personal data set
noted above.  What is particularly relevant is that 55% of total UK wealth is financial,
with 42% being held within pension funds and 13% as personal financial wealth.

Of the latter, which represent about £1.9 trillion in total, about £700 billion is held in ISA
accounts, based on ISA statistics. These are of course tax incentivised savings
accounts, which is also a fair description of what pension funds are. It is also the case
that the vast majority of household ownership of property also enjoys significant tax
incentivisation because there is no capital gains charge on the accumulation of value
that domestic homes have accrued over time. If this combination of property, ISAs and
pension funds are taken as a single group of tax incentivised assets they represent
around 82.7% of total UK household wealth, which is an increase since I last prepared
this calculation.

As I have long argued, I can see no reason why these tax incentives should be provided
without conditions being attached to their use.

In the case of private domestic properties, I think that limitations on the scale of the
property in question are appropriate, and it is fair to note that some restrictions of this
type do not exist, but almost invariably with regard to the amount of land that might be
considered appropriate to be associated with a home. It would seem appropriate to
question now why properties above a certain size or value also enjoy this relief. What is
the point of the state subsidising the already wealthy by letting them enjoy enormously
expensive homes, tax-free?

However, this issue is not the focus of my concern in this post. What las long troubled
me is the provision of tax relief on savings without conditions being attached.

My first reason for this concern is that although savings might be entirely rational at the
microeconomic level of the household, and I am not seeking to challenge that fact,
 what we now know is that macroeconomically savings perform a very limited function
within the economy as a whole. This is because almost all business investment is now
funded by borrowing and as a matter of fact, and as the Bank of England acknowledged
in 2014, business lending takes place without any requirement for the bank making the
loan to hold deposits of funds. New money is created by all bank lending. In that case,
there is no relationship between most savings and any form of constructive investment
in the real economy now. Very clearly that gives rise to a fair question as to why we
might want to spend more than £60 billion a year (about £60 billion for pensions £3
billion approximately for ISAs) subsidising these types of savings.

Second, there is an obvious further problem resulting from the state subsidies. The
consequence obvious subsidy is that inequality in the UK is increased. This is obviously
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true. If the subsidy follows the saving, the vast majority of the subsidy must go to those
already wealthy. We are, quite literally, spending a fortune to make the UK more
unequal as a result.

Third, it is also troubling that no conditions are placed upon the use that might be made
of these tax subsidised funds. They can be saved, in virtually any way the taxpayer
desires, without any necessary advantage to UK society arising as a consequence. One
perverse outcome of this is the very obvious over-expansion of the activity of the City
of London within the UK economy. There has also been the encouragement of
short-term investment returns made by companies.

But most of all there has been the dramatic shift away from investment for social
purpose towards investment for short-term gain with the consequence that we are
seeing throughout society, where social housing, flood defences, low carbon energy,
effective public transport systems and other such projects that would deliver social
gains have been ignored in favour of share-based saving in particular, where no
necessary advantage to society is evidenced

We now face a crisis in the UK. There is no public debt crisis. Nor do we have to pay for
Covid, because quantitative easing already settled all the bills for that. But we do have
to pay for the transformation of our society so that it is sustainable in the future.

The government is reluctant to use conventional quantitative easing for this purpose
because of the boost that it has provided to inequality, and for that reason there are
arguments to be made that this type of funding should not be used for this purpose
although green quantitative easing, which is quite different in the way in which it works,
would remain appropriate.

What we know is that the pressure on taxation also means that funding significant
investment out of this source is going to be hard.

In that case, and presuming that the government is reluctant to borrow generically,
then by far the largest pool of funding that is available for the climate transition is to be
found within the savings accounts of the wealthier UK households.

As Colin Hines and I have long suggested, this requires that conditions be attached to
the tax subsidies given to these savings. If all ISAs were required to be saved in bond
accounts, with the proceeds being used to fund the Green New Deal, approximately £70
billion a year would be made available for this purpose. If 25% of all new pension
contributions were similarly required to be invested for that purpose as a condition of
the tax relief granted it is likely that a further £30 billion of funding would be made
available each year.

What this latest data on wealth shows is that the impact of the suggestions on the
overall allocation of wealth in the UK would be tiny, and wholly affordable. The social
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consequence would, however, be massive.

The time for the transformation of the UK's saving of its wealth in the interest of
funding our green transition has arrived. If we have more than £15 trillion worth of
personal wealth in the UK to suggest that we cannot afford to save the planet is quite
absurd. Simple changes to the law could deliver massive social gains in this area. When
will politicians step up and do them?
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