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Abstract

This thesis takes a multi-method approach to consider the distribution of wealth in the
UK from a policy perspective. | present my findings in two parts. In the first part | use
data from the UK’s Wealth and Assets Survey, to consider issues in the measurement of
wealth (Chapter 3), the likely scale of the ‘liquidity problem’ should a net wealth tax be
introduced (Chapter 4), and the intrahousehold distribution of wealth and its
implications for the gender wealth gap (Chapter 5). In the second part, | further explore
the intrahousehold distribution of wealth from a qualitative perspective. Here | use
evidence from 35 in depth interviews to investigate wealth sharing within couples who
live together, giving narrative to the wealth sharing journey (Chapter 6), exploring the
social meaning of how wealth is shared or allocated (Chapter 7) and finally considering

entitlement in some common situations couples can experience (Chapter 8).

In so doing | make several contributions to the literature. Firstly, | place heavy emphasis
on the defining importance of measurement issues in policy, an issue that is largely

dismissed as insignificant, irrelevant, or unresolved in the extant literature.

Secondly, | provide the first estimate of the scale of the ‘liquidity problem’ oft advanced
by those concerned about the impact of a net wealth tax. 1 demonstrate that whilst
concerns for single pensioners may be misplaced, farmers and business owners may be
more vulnerable to experiencing liquidity difficulties. My co-author for this chapter

offers possible solutions.

Finally, I offer new insights into the intrahousehold distribution of wealth, quantitatively
and qualitatively. | extend the sociological literature on income sharing to actively
consider wealth, contributing to the small but growing body of literature on wealth
sharing. Here, | demonstrate, via survey data, a large wealth gap exists within couples.
I use this evidence to estimate the gender wealth gap for the population, demonstrating
a sustained gap that has not significantly closed over the period studied. Qualitatively, I
give narrative to the wealth sharing journey, demonstrating that an income-based
perspective offers only limited insight to the complicated ways in which assets and debts
are shared or allocated within couples. | further offer new insights into the social
meaning placed upon the organisation of wealth within the household. Lastly, | present

new and updated evidence into the extent to which participants think people should be



entitled to one another’s assets, providing important insights for policy makers and legal

developments in this field.
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Preface

Over the course of this project the wider social, economic and political landscape has
been radically altered. There has been a succession of crises from pandemic to war, to

cost-of-living and climate catastrophe.

At the start of the project, a net wealth tax had not been seriously considered as a policy
option (in the UK) since the 1970s. As recently as the 2019 general elections, no
mainstream political party proposed a net wealth tax in their manifestos. Yet, in the
midst of a global pandemic, and the resulting increased government spending, the net

wealth tax debate was reignited.

In December 2020, the Wealth Tax Commission (hereafter WTC) published their final
report arguing that if HMRC wanted to raise additional revenue a one-off net wealth tax
would be a feasible and perhaps preferable method to do so (Advani, Chamberlain, &
Summers, 2020).

In March 2021, the Treasury Committee published their report following their inquiry
‘Tax after coronavirus’, taking seriously the case for both an annual wealth tax and a
one-off wealth tax, although neither were endorsed in the report’s recommendations nor
were they entirely dismissed. Thus far, a net wealth tax has not been announced as a
policy the government intends to pursue. Perhaps more tellingly, it has not yet made it

on to Labour’s policy agenda.

In 1979 Sandford argued that the introduction of a net wealth tax had failed in part
because the ambition was unclear, there was a lack of philosophy and lack of detailed
research, leading to incoherent policy, which was ultimately abandoned. Whereas
Dennis Healey’s memoirs suggest the decision was more pragmatic stating “in five years
| found it impossible to draft one which would yield enough revenue to be worth the

administrative cost and political hassle.” (Healey cited in Glennerster, 2012, p. 245)

In 2021, thanks to the work of the WTC there is substantial new research on the merits
and pitfalls of a net wealth tax in the UK. Yet despite the recommendations of the WTC’s
Final Report, the justification to introduce even a one-off net wealth tax seemingly
remains insufficiently persuasive to overcome the many administrative and political

challenges, or the uncertainty, associated with its introduction; or so the conclusions of



XiX

the Treasury Committee, and both Conservative and Labour policy would suggest. This
perhaps echoes the sentiments of both Sandford and Healey, in so far as the case for why
a wealth tax is worthwhile, over and above simply raising tax revenues, has not been
adequately made. The prospect of additional tax revenue alone is not sufficient to justify
the administrative costs or political hassle. More so given the context where most
countries that have previously had wealth taxes, have later abandoned them (Perret,
2021).

Yet, wealth inequality remains intractably high, much higher than income inequality,
and the policy context is described as incoherent at best (Hills & Glennerster, 2015a;
Summers, 2020). The issues of income and wealth inequality are commonly conflated,
yet even if all incomes were equal, wealth inequality would stubbornly remain due to
the current highly unequal distribution. Thus, solely focussing on policies aimed at
reducing income inequality may not resolve the extreme inequalities in wealth. In this
context, it is difficult to foresee significant reduction in the extreme concentration of the

wealth distribution.

It remains to be seen what the long-term effect the multiple crises of pandemic, Brexit,
the war in Ukraine, the cost-of-living crisis and climate catastrophe will have on
aggregate wealth statistics, and indeed on economic and social policy. | expect that

together these events will require substantial change to the status quo.

It is my view that wealth inequality is too high, and will continue to be so without action
to redress. | believe the extreme level of wealth inequality to be unjust. | remain unsure
what can feasibly be done to meaningfully address it. My motivating goal was, and
remains, to contribute to our understanding of the issues so that more coherent and
informed policy can be developed. I hope the end result goes some way to achieving this

aim.



Chapter 1

1 Introduction

1.1 Introducing ‘Wealth Matters’

As | sit considering how to introduce this text, | ponder the Forbes Rich list looking for
inspiration to explain why | decided to embark on a thesis on social policy, wealth and
wealth inequality. The website has a new feature, ‘The World’s real time billionaires’,
tracking the daily change of the world’s wealthiest people, who, are seemingly mostly
middle to older aged white men. Today, Monday 11" January 2022, at 15:35 GMT,
Elon Musk’s - the world’s richest man, according to Forbes’ estimates - wealth is up 1.9
billion US dollars. It’s 09:35 in Texas, where Musk resides. [ would say, ‘that’s not bad
for less than an hour’s work’, but this is not pay for any labour he has carried out today,
it is merely fluctuations in the market valuations of his stock. He may not even have

noticed.

| take a moment longer to think about how this 1.9 billion dollar increase is just a 0.7%
increase to his 271.9 billion US dollar fortune, and how one man can be ‘worth’ more
than the GDP of the vast majority of countries. I find it difficult to comprehend, both the
huge sums that Musk has amassed, and how this has come to be an accepted, if not

celebrated, part of economic life.

I click over to The Sunday Times Rich List. In comparison, Sir Leonard Blavatnik’s -
Britain’s richest man, according to the Sunday Times 2021 estimates - holds a
comparatively modest 23 billion pounds (approximately 31.3 billion US dollars), putting
him at 34" on Forbes’ real-time billionaires list. To put this into context, Blavatnik’s
reported wealth is more than 76,000 times greater than the ONS’ (2022) estimate of
median GB household wealth, £302,500. Meanwhile, the poorest wealth decile in the
UK have less than £15,600, the majority of which is tied up in physical assets, such as

everyday household contents.

I am not the first person to observe these eyewatering discrepancies, | undoubtedly will
not be the last. Piketty’s (2014) international bestseller ‘Capital in the 21% Century’
sparked a resurgence of interest in wealth inequality. Yet despite the repeated



recommendations of academics with far more knowledge, experience, and expertise than
me, little seems to change.! The wealth of the wealthiest continues to grow unabashed,

and wealth inequality remains intractably high.

And so, the question remains, what can be done about wealth inequality? And what can
I do that hasn’t already been done by the academic giants who have gone before me?
Despite the burgeoning literature focussed on economic inequality, substantial
theoretical and empirical gaps remain. This thesis identifies those gaps and attempts to
fill them with theory and evidence. The aim is to take small steps to contribute towards

a bigger goal, where wealth is more actively and carefully considered in UK policy.

| approach this work from a UK policy perspective. | am not an economist, and this work
does not attempt causal analysis nor employ econometrics. The aim of this work is to
attempt to illuminate the issues that have particular relevance for policy researchers and
policymakers in the UK context. | use descriptive analyses and qualitative research to

do so.

The remainder of this chapter attempts to offer the reader a general overview of the
evidence, identifying the key issues and gaps in the literature to date. I then review the
policy context, before presenting the structure and contributions of the remainder of the

thesis.

1.2 Background and key literature
1.2.1 Is wealth inequality a problem?
The extent to which equality is a desirable goal has long been the subject of
philosophical debate. All philosophical arguments as to why social and material
inequalities may be problematic could be applied to the issue of wealth inequality — if
the concentration of wealth undermines individuals’ ability to live as equals and

damages social cohesion and co-operation, then it is bad.

However, counter arguments, such as Wolff’s (2001) ‘levelling down objection’,
similarly apply: if reducing wealth at the top does nothing to improve the situation of
others, then in what way is it beneficial to do so? There is no easy resolution to this

argument, and even if a consensus could be reached around extreme wealth inequality

! See Piketty (2014), Atkinson (2015) and Hills & Glennerster (2015b)



being problematic, where the level became ‘extreme’ or ‘too high’ would likely remain

the subject of intense debate.

In our recent report ‘Why wealth inequality matters’ (Savage, Mahmoudzadeh, Mann,
Vaughan, & Hilhorst, 2024), my co-authors and | make the case that the unequal
distribution of wealth in the UK, is divided on gender and racial lines, hinders social
mobility and equality of opportunity, and is putting strain on our democratic process. In

this vein, we argue that wealth inequality is divisive and damaging to society.

This belief echoes those of the general public. The majority of the British public (59%)
maintain that differences in wealth in Britain are ‘unfairly large’ (Morgan & Taylor,
2020). There is further broad agreement that large differences in people’s wealth give
some too much political power (76% agree) and makes Britain a socially divided country
(72% agree) (Rowlingson & McKay, 2013). Whereas, only a minority believe that large
wealth differences give people an incentive to work hard (33% agree) or are necessary
for Britain’s prosperity (27% agree). Interestingly, this is despite evidence to suggest
that the general public underestimates the level of wealth inequality in the UK (Hills,
2013; Rowlingson & McKay, 2013). Together, this evidence suggests that the public

widely believe that wealth inequality has negative impacts on society.

A second strand of argument considers the extent to which wealth inequality harms
equality of opportunity, the premise being if the distribution of wealth harms the
principle of equality of opportunity then the level is too high. Here the British public are
less concerned, with just 14% believing that coming from a wealthy family is essential
or very important in getting ahead; this is compared to over 70% for meritocratic factors,
such as hard work, good education, and ambition (Heath, Dirk de Graaf, & Li, 2010).
Yet, inheriting wealth undoubtedly has a positive impact on an individual’s economic
resources. Indeed, equality of opportunity narratives are often used to justify taxation on
wealth transfers. Thus, there is some reason to think that it is recognised that inherited

wealth is not attuned with equality of opportunity.

Wealth is further likely to affect individuals’ life chances in indirect ways. Using the
1995 wealth module of the BHPS, McKnight and Karagiannaki (2015, pp. 122-128) find
increased parental wealth is associated with increased likelihood of child educational



and employment success.? Their analysis using the National Child Development Study
offers more mixed results, finding assets at 23 is associated with increased likelihood of
employment, increased wages and increased self-reported ‘excellent’ health at 33, and
42, but is also associated with higher reported ‘malaise’ McKnight and Karagiannaki
(2015, pp. 129-142). The relationships are not always linear and affect men and women
differently. However, the participants in this study all just turned 60. Women’s
participation in the labour force has changed radically since this cohort turned 33 or 42,
so it is difficult to draw meaningful conclusions as to what this means for younger

generations.

Aside from these studies, there is very little empirical evidence specifically investigating
the influence of wealth on individual life chances. This is primarily due to a lack of
adequate data. In the absence of good quality data, it is difficult for researchers to explore

the significance of wealth.

There are, however, numerous studies investigating issues related to income inequality.
It is important to note that these studies do not control for wealth, therefore, it is possible
that wealth could be a confounding factor, or at least could change the interpretation of
the results, were wealth to be considered in the analyses. This is particularly true for
studies which find correlation to mother’s age and income (controlling for education),

which could simply be a proxy for wealth.

Parental income has been found to be correlated with school readiness at ages 3-5
(Waldfogel and Washbrook 2011, cited in Stewart, 2016, p. 87), educational outcomes
at every stage of education (Stewart, 2016, p. 89), and increased graduate earnings 10
years after graduating, even after controlling for education and institution attended
(Britton, Dearden, Shephard, & Vignoles, 2016).

These studies demonstrate how income inequality is not merely a question of differential
earnings, but results in inequalities of both opportunity and of outcome in many people’s

lives. If people are able to use their economic resources as measured by income in order

2 Here McKnight and Karagiannaki define parental wealth as the sum of net financial and net housing
wealth. Educational success is measured as probability of achieving a degree at age 25, controlling for
parental education and income. Employment success is measured as probability of being in employment
at age 25, controlling for parental education own education, marital status, gender, whether the ‘child’ has
children of their own



to secure better life chances for themselves and their children, is there any reason why a

stock of economic resources would not be similarly powerful?

Furthermore, if wealth were to be proven similarly significant, then even if policy
responses were able to eradicate income inequality in its entirety, then the inequalities
in educational outcomes, health, and intergenerational success, may well persist due to

the concentration of wealth.

Thus, | argue, wealth inequality is a problem that warrants investigation in its own right.
Research on wealth has increased substantially in recent years, particularly following
the success of Piketty’s (2014) international bestseller ‘Capital in the 21 century’, yet

gaps in the literature remain.

1.2.2 GB wealth distribution is highly concentrated, but estimates vary

The most recent national statistics estimate the Gini coefficient for household wealth in
Great Britain to be 0.62 (Office for National Statistics, 2022).2 In the 14 years of WAS
data, this estimate has remained largely stable, fluctuating between 0.61 and 0.63. This
is significantly higher than the level of income inequality in Great Britain which is
estimated at 0.357 (Office for National Statistics, 2023a).

Whilst it is widely acknowledged that wealth is highly unequally distributed in Great
Britain, the official statistics are believed to underestimate the true scale of the issue.
Household surveys are known to underrepresent the upper tail of the distribution, and
numerous authors have now attempted to correct this omission (Advani, Bangham, &
Leslie, 2021; Shorrocks, Davies, & Lluberas, 2018a; Vermeulen, 2018). Advani,
Bangham and Leslie (2021) further critique the exclusion of business assets from official
estimates. This is deemed to be particularly pertinent to estimates of wealth inequality
as business assets are disproportionately held by the wealthiest decile (Advani,
Bangham, & Leslie, 2021).

Alvaredo, Atkinson, and Morelli (2016) offer a comprehensive review of the alternative

sources of UK wealth data, namely those produced with reference to administrative data

3 The Gini coefficient is a commonly used measure of inequality, which ranges between 0 and 1, with 0
representing perfect equality and 1 representing perfect inequality. The Gini can also be expressed as a
percentage.



(estate data or investment income data) or household survey data (the Wealth and Assets
Survey). None is without substantial challenges or limitations. Different data sources
produce different estimates and different trends in the concentration of wealth, albeit all
showing high levels of wealth inequality. Many of the issues observed by Alvaredo,
Atkinson and Morelli (2016) echo those made by Atkinson and Harrison (1978) 40 years

prior.

Differences in the approach, and the data used, to correct for these issues have led to
differences in the precise estimates of total wealth and its distribution. Nevertheless,
many concur it is highly unequal, and indeed more so than official statistics suggest. In
the absence of representative data, differences in the estimates of wealth in Great Britain

and its concentration will continue to vary.

These challenges are not unique to British data. Furthermore, there are differences in
international survey methodology which make international comparison difficult. These
include, but are not limited to, differences in: unit of analysis; definitions; valuation;
values being bracketed or point estimates; sampling methods; non-response and
imputation procedures (Jantti, Sierminska, & Smeeding, 2008). Thus, international

comparisons should be treated with some caution.

Accepting these limitations, despite being highly concentrated, Britain’s level of wealth
inequality is not unusual. Indeed, many countries have very high levels of wealth
inequality, with many in the OECD estimated to be more unequal than Great Britain (see
Shorrocks, Davies, & Lluberas, 2022).

I am further unconvinced that the scale of wealth inequality as measured by the Gini,
can be assumed to be a proxy for the extent to which wealth inequality is problematic
for a given society, and more research is required to develop understanding of this.

Regrettably, this is beyond the scope of this thesis, which focuses on the UK experience.

1.2.3 Conceptual issues are given inadequate attention in the measurement of wealth
The conceptual approaches to measuring wealth have been overlooked and
underexplored in the extant literature. Many studies attempting to measure wealth in the
UK differ in the unit of analysis or the equivalisation approach that they take to wealth,
or both. Indeed, both the Sunday Times Rich List, and Forbes’ world’s billionaires

include the wealth of individuals, dynastic families, and households at different points.



Due to the mix in measurement unit - individuals, dynastic families, and households - it
is inappropriate to assume that the data can be straight forwardly used to replace missing
household data at the top, yet in the absence of clear alternatives this is what the
aforementioned studies attempting to correct for the missing top tail have done.

It has further been acknowledged that the unit of analysis could materially alter the top
wealth shares (see Alvaredo et al., 2016; Atkinson & Harrison, 1978), yet these issues
are often dismissed either in a side note, or not referenced at all, in many studies on
wealth. If any reference is made to the issue of equivalisation it is usually simply to cite
the OECD’s (2013b) observation that no consensus has been reached on the
appropriateness of equivalising wealth, before proceeding with one or other method. Yet
for policy purposes, these issues have meaningful implications for policy design, and
impact any resulting policy, which are currently inadequately addressed. These issues

are further explored in Chapter 3.

1.2.4 Income and wealth are often conflated as ‘economic inequality’
All too often income and wealth are conflated into a singular issue of economic
inequality. However, there is a large literature base to suggest that it may not be so

straightforward.

Firstly, high wealth inequality countries are not always the same as the high income
inequality countries (Skopek, Kolb, Buchholz, & Blossfeld, 2012). Secondly, high-
income households, are not always high-wealth households. Research in the US has
demonstrated that just 43% of the top 1% are in the top 1% of both household income
and net worth, whereas 57% are in the top 1% income or wealth group, but not both
(Keister & Lee, 2017).

At the opposite end of the distribution European research has demonstrated that taking
wealth into account reveals a different group who are ‘truly vulnerable’ than standard
income approaches to poverty (Kuypers & Marx, 2017, 2018). Doing so significantly
shifts estimates of the demographics likely to experience economic hardship.

This disconnect between income and wealth holdings is in evidence throughout the
distribution and has been repeatedly observed to be an imperfect correlation (Keister &
Lee, 2017; O’Sullivan, Nolan, Barrett, & Dooley, 2014; Rowlingson & McKay, 2012).

Often more progressivity in income taxation or income redistribution is posited as the



solution to growing ‘economic inequality’. This is despite the knowledge that income
and wealth are imperfectly correlated. This fact has even been cited as a reason not to
have a wealth tax, expressed in concerns about the liquidity constrained, who may be
forced out of their home, business or farm if forced to pay a wealth tax.

Inadequate attention has been given to separating the issues of wealth and income
inequality, which has led to a continued conflation of both the problems and the potential
solutions. Further, whilst concerns about the ‘liqguidity constrained’ are oft referenced
as a reason not to have a wealth tax, the scale of the issue has not been estimated. This

issue is explored further in Chapter 4.

1.2.5 Emphasis on lifecycle effects limits policy response

One explanation for this lack of focus on wealth is that some level of inequality could
be seen to be justifiable as a result of differences in age, income and propensity to save.
There is a reluctance to ‘penalise’ those that have ‘worked hard’ and ‘saved’, a concern

oft repeated in the policy literature.

When referencing the lifecycle patterns of wealth, policy reviews typically point to
cross-sectional analyses of average wealth by age (see for example the Wealth Tax
Commission: Advani, Chamberlain and Summers, 2020). Yet, these analyses mix both
age and cohort effects, and thus only give a limited perspective of wealth over time.
Indeed, the current distribution of wealth cannot be explained by differences in age and
income alone (Hills et al., 2010). Furthermore, lifecycle patterns of wealth offer
individualistic explanations for wealth levels, putting emphasis on saving from labour

income, whilst overlooking the contribution of inheritances, gifts, inflation and luck.

Longitudinal analysis of the lifecycle patterns of wealth is virtually non-existent due to
the paucity of longitudinal wealth data. Yet, there are some indications that the oft-cited
pattern of accumulation to retirement age and decumulation thereafter might over-
simplify the heterogeneity and complexity of wealth accumulation patterns. Indeed,
researchers would expect there to be substantial variations in any given individual’s life

course.

1.2.6 Intra-household wealth inequalities are underexplored
Much of the literature on wealth is based on the inequalities between households, in part

because this is largely what the available data allows. However, this overlooks the



allocation of wealth within households. It further tacitly implies that all members of the
household have equal access to the wealth of the household. A strong assumption, with

insufficient empirical evidence to support it.

This is an issue that has a long history particularly amongst feminist economists and
poverty scholars, who have raised similar arguments with regard to household income
noting that household measures disguise the position of those within the household (see
for example Glendinning & Millar, 1987; Millar & Glendinning, 1989). There is further
a large body of sociological literature exploring the allocation of money within the
household and its social meaning (see for example Pahl, 1989; Stocks, Diaz Martinez,
& Hallerod, 2007; Zelizer, 1994).

Whilst there is a large body of research on the organisation of money within the
household, this literature has paid scant attention to the organisation of wealth. It has
been repeatedly noted in the literature that the distribution of assets within couples and
households is poorly understood (Bennett, 2013; Deere & Doss, 2006; Lersch,
Struffolino, & Vitali, 2022; Rehm, Schneebaum, & Schuster, 2022).

The small but growing body of literature on the subject is largely based on survey or
administrative data. The evidence suggests that in Italy, France and the UK wealth
holding is becoming increasingly individualised (Fraboni & Vitali, 2019; Frémeaux &
Leturcq, 2020; Kan & Laurie, 2014; respectively). Several studies attempt to explore the
relationship between wealth allocation and subjective well-being, largely based on
German SOEP data, but they have produced mixed and contradictory insights (see for
example Kan & Laurie, 2014; Kapelle et al., 2022; Lersch, 2017; Tisch, 2021).

Despite their potential valuable contribution, there have been few qualitative studies on
the allocation of wealth within the household (Bennett, 2024). There have been some
noteworthy exceptions including: Joseph and Rowlingson (2012); Rowlingson and
Joseph (2009), and Chang (2010) but these are now over a decade old. More recently
Bessiere and Gollac’s (2023) important study into the gendered allocation of wealth at
the breakdown of marriage and at death in France hints towards more complex, and
systematically gendered, allocations of wealth within the household. However, this was
not the focus of the research, and thus the evidence as to within household allocations

of wealth were not directly explored.
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Given the dearth of individualised wealth data, much of the evidence relating to the
gender wealth gap is based on single-headed households. There are few studies which
look at the wealth position of women more widely, nor at the intrahousehold allocation
of wealth. These issues are explored in greater depth quantitatively in Chapter 5 and

qualitatively in Chapter 6, 7 and 8.

1.3 An overview of wealth policy in the UK

Here, | consider both the tax regime and the welfare system to be relevant to wealth
policy. The sheer number of policies that either tax wealth, support the accumulation of
wealth or are asset-means tested, and the different ways in which they assess wealth,

may surprise many. | provide a summary in Table 1.1.
Table 1.1 Wealth policies in the UK

Taxes on wealth

Net wealth tax Net wealth is not subject to taxation in the UK.

Inheritance Tax Inheritance Tax (IHT) is paid on the estate of someone
who has died on wealth over £325,000, rising to £500,00
if they give away their home to their children or
grandchildren. Married/civil-partnered couples can pass
on any unused threshold to their partner/spouse when
they die, this means their threshold can be as high as £1
million. There are further specific reliefs for businesses
and agricultural property. Gifts made in the seven years
before death may count towards the threshold, and may
be subject to inheritance tax retrospectively if they
exceed £325,000. Gifts made between 3 and 7 years prior
to death will be eligible for taper relief. Inheritance
exceeding the threshold and not eligible for other reliefs
is charged at 40%.

Inter-vivos gifts Gifts made prior to 7 years before death are not subject
to taxation in the UK. Gifts made in the 7 years before

death may be subject to IHT (see above).
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Stamp Duty Land Tax Stamp Duty Land Tax is due on the purchase of property
or land over a certain price in England and Northern
Ireland. In Scotland, the Land and Buildings Transaction
Tax applies, and in Wales, the Land Transaction Tax.

Capital Gains Tax Capital Gains Tax (CGT) is due on the profit when
someone sells (or ‘disposes of’) something (an ‘asset’)
that has increased in value. Reliefs and allowances are
available. Notably the rate of CGT is lower than that

charged via Income Tax.

Council tax Council tax is usually due when someone owns or rents
a home. Rates and bands vary according to the local

council. Some exemptions and discounts apply.

Policies that support/incentivise wealth accumulation

Individual Savings Accounts Saving is actively encouraged, Individual Savings
Accounts (ISAs) are ‘tax-free’ savings vehicles. There
are others in this vein such as Child Trust Funds and
Junior ISAs.

Pension saving Private pension saving is actively endorsed by the state
in numerous ways, and is subject to numerous tax

benefits and reliefs.

Help to Buy: Equity Loan Scheme to support first-time buyers into home
ownership. The government lends eligible homebuyers
up to 20% (40% in London) of the cost of a newly built
home, interest-free for the first five years. This is the
latest version of a series of first-time homebuyer support

schemes.

Right to Buy Right to Buy gives most council tenants the right to buy

their council home at a discount.
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Right to Acquire Right to Acquire gives most housing association tenants

the right to buy their home at a discount.

Asset-means tested benefits

Universal Credit Universal Credit is an asset means-tested income support
benefit. Individuals and couples must have less than

£16,000 in savings to be eligible.

Social care Financial support for social care is asset means tested, the
upper capital limit is £23,250 and is assessed individually.

Source: Author’s own summary from information available at www.gov.uk
Notes: Information correct as at 1 July 2021

This list is not intended to be exhaustive, rather to offer a broad overview of the wealth
policy context in the UK, and its inconsistencies in regard to wealth. | limit this summary
to policies that explicitly tax, incentivise or means-test wealth via the tax and welfare

systems.

It is worth acknowledging many more policies affect individual and household wealth
accumulation, both directly and indirectly. Key examples of this are the income tax and
consumption tax regimes, and in particular their progressivity or lack thereof. In the UK
income tax is broadly progressive, whilst consumption taxes are deemed regressive;
albeit with progressivity and regressivity estimated on the income distribution, and not
explicitly considering the effect on the wealth distribution. Notably, at the time of

writing, capital gains are taxed at a lower rate than other forms of income.

In addition, there are substantial legal mechanisms, which further impact individual and
household wealth holdings. Key examples of this include: those designed to deal with
problem debt, such as bankruptcy law, and the ‘Breathing Space’ scheme; company law,
including those governing share buybacks, and intellectual property law, amongst

others; these are however considered beyond the scope of this thesis.

Key commentators have observed that the UK policy context regarding wealth is
incoherent at best (Hills & Glennerster, 2015a; Rowlingson & McKay, 2012, pp. 145-

153; Summers, 2020). Chief in the perceived failings is a lack of clear objectives,


http://www.gov.uk/
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reflecting conflicting principles and aims regarding wealth accumulation. Here, | draw
attention to some additional areas of concern for those interested in wealth and wealth

inequality from a policy perspective.

1.3.1 Inconsistent approach to amount of wealth that matters, and how it is measured
Firstly, there is an overarching inconsistency in the approach to wealth measurement for
policy purposes. For inheritance tax, there is an individual limit, which can be passed
and shared between married or civil-partnered couples. In effect wealth is treated on a
per capita basis for the purposes of inheritance tax. So too for social care, where
individuals are assessed on their personal wealth, any jointly owned assets are assumed
to be shared equally prior to assessment. Yet for Universal Credit (hereafter UC), the
asset-means-test is the same for both individuals, couples and families residing in the
same household.

Thus, UC assumes that members of couples and families have the same capital
requirements as a single individual. Further, assuming that each member of that couple
or family enjoy equal access to resources. Both are strong assumptions, with little

empirical evidence to support this view.

Moreover, this assumption is inconsistent with the legal right to assets. Under English
law, a cohabitant has no legal right to, nor obligation for, the assets or debts of their
cohabiting partner. Should the proposed Cohabitation Rights Bill (HL Bill 97, 2020)
pass, cohabiting couples would gain the right to apply to the court to make a financial
settlement order, provided that they met a number of qualifying criteria. Most
significantly, this would require that they either parented a child together, or had been
living together for more than three years, and one or other had suffered an economic
disadvantage or enjoyed a retained benefit as a result of the relationship. However, this
proposal has stalled after its first reading, and currently cohabitants in England and
Wales have no such rights for settlement.* Yet UC assumes that unmarried cohabiting
partners enjoy equal access to one another’s assets from the day to move in together,
presuming them to be ‘living together as married’. Again, this is a strong assumption.

Indeed, even within marriage, entitlement to a division of assets comes at the point of

4 The first reading was on 6 February 2020, and is not expected to progress further.
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divorce, and not at the point of marriage (Barlow, 2008). Further, this presents a question

on whether it is reasonable to assume that couples share their assets.

Not only does the method of assessment differ between social care and UC, so too does
the amount. Individuals can hold up to £23,250 of assets and still be eligible for state
support for care, but for UC £10,000 worth of assets starts to reduce the individual or
couple’s level of support and £16,000 makes them ineligible for support. At the opposite
end of the scale inheritance is only subject to tax over £325,000 per individual, rising to
£500,000 if it includes the family home.

It is not clear how the levels were decided upon, nor why they are applied in different
ways. Notably, the upper capital limits for UC and Social Care have not been adjusted
for inflation since implementation, in 2012 and 2014 respectively. In the case of Social
Care there have been many proposed revisions, including significantly increased capital
limits, together with a cap on the amount an individual is expected to contribute to their

care; at the time of writing these have not come into force.

Taken together, these issues demonstrate an inconsistent approach to wealth in the social
support system in the UK.

1.3.2 Lack of horizontal equity in asset-means tests

There are substantial differences in the treatment of different types of wealth which
result in a lack of horizontal equity in asset-means tests for income support. UC, the
UK’s primary source of working-age income support, is asset-means tested, but middle-
class assets, such as the main-residence and pensions remain ring-fenced, whilst savings
over £10,000 reduce the household’s eligibility for UC. Effectively this means that those
who are not home-owners are further disadvantaged, in so far as they are expected to
further dwindle any savings they may have. Notably, paying off debts is permissible in
UC applications, meaning that a home-owning family could pay off some of their

mortgage to ensure they can access UC support.

Social Care has slightly different criteria but is also asset-means tested. Whereas,
‘Furlough’, the government’s COVID job-protecting, quasi-income-support-scheme,
paid to businesses to effectively fund large proportions of their payroll costs, is not asset-
means tested.
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1.3.3 Inheritances and inter vivos gifts are treated differently in the tax system

Inheritances and inter vivos gifts receive differential treatment in the UK tax system.
Inheritances, and to a more limited extent, gifts made in the 7 years prior to death are
subject to inheritance tax (hereafter IHT). Whereas gifts made more than 7 years before

death are entirely free of taxation; there is no inter vivos gifts tax in the UK.

Notably, IHT is commonly acknowledged to be a deeply unpopular tax, perceived to be
avoided by the very richest. This claim is not entirely unfounded; the average effective
rate of tax paid by estates over £10million is just 10% whereas an estate of between £2-
9million is likely to pay an effective rate closer to 20% (Office for Tax Simplification,
2018). The Office for Tax Simplification further acknowledges that wealthier
households and individuals have less wealth tied up in their home, and therefore are
more able to transfer wealth within their lifetime. Timed well (more than seven years
before death), this can entirely avoid becoming liable for any IHT on the sums
transferred. In light of this it is perhaps unsurprising that 50% of the general public think
that IHT is unfair, compared to just 20% who think inheritance tax is fair (YouGov,
2021).

There is widespread recognition that inheritance tax needs to be reformed (Office for
Tax Simplification, 2018; Treasury Committee, 2021), yet the direction of travel is
towards simplification of the process and a reduction in the application of the tax to gifts
made in the years before death. Whereas, advocates of policies to tackle wealth
inequality have long argued for a move to a lifetime receipts tax, where inter vivos gifts
will more commonly be taxable than is the case under current or proposed legislation
(see for example Atkinson, 2015; Atkinson, 1971; Mirrlees, Adam, & Studies, 2011).

However, just as a net wealth tax has repeatedly proved difficult to design, never mind
implement, so too would a radical overhaul of IHT system, or indeed the introduction of
an inter vivos gifts tax. In this way, whilst IHT is under review, changes in the direction

of revisions which result in reducing the unequal distribution of wealth seem unlikely.

Notably, married couples enjoy IHT allowances not available to cohabiting couples. So,
whilst no distinction is made in assets-means-tests between married or civil-partnered

and unmarried couples, a distinction is made for IHT.
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1.3.4 UK policy has a complicated and confusing approach to wealth

In sum the approach to wealth in the UK tax and benefit system is inconsistent, both in
terms of what it is trying to achieve, and how it is measured. Many authors have
proposed many ways forward, yet little changes. This thesis aims to build on the existing

literature with a view to improving the policy landscape in its regard to wealth.

1.4 Contributions and structure of thesis

The thesis proceeds as follows. Firstly Chapter 2 ‘Methodology’ offers an overview of
the data and methods used and sets out the justification for the multi-methods approach
taken. The empirical work largely falls into two parts. The first part uses data from the
ONS’ Wealth and Assets Survey (hereafter WAS) to address three key empirical gaps
highlighted in sections 1.2.3-1.2.6 from a quantitative perspective. Those are: on the
measurement of wealth, the ‘liguidity problem’, and the intrahousehold allocation of
wealth and its implications for the gender wealth gap. The second part then further
addresses the intrahousehold allocation of wealth from a qualitative perspective. Here, |

provide more detail on each part.

Part one commences with a conceptual chapter, Chapter 3, ‘Measurement matters: A
policy perspective on the measurement of wealth’, which introduces the reader to the
importance of different measurement approaches when considering wealth in a policy
context. | demonstrate that issues such as the appropriate reference unit, and approach
to equivalising wealth, make significant differences to who might be classified as
‘wealthy’ or ‘asset poor’. As such | emphasise the importance of these issues, both in
policy design and in academic study. In order to assist future research and policy makers,
| prepare a table summarising the advantages and disadvantages of different
measurement approaches. Finally, | offer some principles for researchers to consider

when completing wealth-based analyses.

Chapter 4, ‘Liquidity Issues: Solutions for the asset rich, cash poor’ is a co-authored
paper written together with Glen Loutzenhiser. The paper was commissioned by the
WTC to estimate the scale of the ‘liquidity problem’, who is affected, and what could
be done to limit the scale and impact of liquidity challenges. This version is published
in a special issue of Fiscal Studies; an earlier version is published as an evidence paper
and was referenced in the Final Report of the WTC (Advani, Chamberlain, & Summers,
2020).
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My contribution to the chapter, and to the literature, was to estimate the scale of the
‘liquidity problem’ and who it might impact using data from the WAS. In order to do
this, | offer a detailed consideration of what it means to have a liquidity problem,
demonstrating that the scale of the problem greatly depends on how you define the issue.
| estimate the likely scale of the ‘problem’ under numerous tax thresholds, and rates. I
note that consistent with common concerns regarding wealth taxes those with business
interests and farmers are over-represented in the groups likely to experience liquidity
problems, but that concerns regarding pensioners are largely unwarranted.

| preface Chapter 4 with a short personal commentary. | argue that in addition to setting
out the scale of the ‘liquidity problem’, the findings also serve to demonstrate that there
are individuals whose wealth dwarfs their income. Therefore, further taxes on income

may be a blunt instrument to tackle inequalities of wealth.

Chapter 5, ‘Intra couple allocations of wealth and the gender wealth gap’, exploits the
individual data of the WAS to investigate the distribution of wealth between couples and
estimates the gender wealth gap in the UK for the population including those living in
couple relationships. Importantly, I find a substantial gap in wealth holdings within
couples, challenging the assumption that wealth is shared fully and equally within
households, or indeed that we need only concern ourselves with inter-household wealth
inequality. This has important implications for household-based asset-means-tests,
suggesting that it is inadvisable to presume that all individuals have equal access and
rights to the savings of the other. It further demonstrates that estimates of the gender
wealth gap based on single-adult headed households or that assume equal sharing of

wealth within couple relationships offer a skewed view of the gender wealth gap.

Utilising the individual data for the entire population, | find a substantial gender wealth
gap, which is primarily driven by differences in pension wealth, suggesting that much
of the subsidies and allowances offered to pension savings, primarily benefit men. |
further find that the gender wealth gap has increased marginally over the period studied,
at a time when the gender income gap has been decreasing. This highlights that the
gender income gap does not adequately capture all the economic disadvantages women
suffer. | advocate for the gender wealth gap to be a key governmental statistic. With the
expectation that this would require policy makers to pay more active attention to the

gendered impact on individual wealth accumulation.
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I then move on to part two of this thesis, where | offer a qualitative perspective on the
intrahousehold allocation of wealth. Here | use evidence from 35 in depth interviews to

explore wealth sharing within couples who live together.

Chapter 6, ‘Wealth sharing within couples who live together: A journey’ documents how
couples organise their assets and debts. The evidence | put forward reveals the complex
and dynamic nature of wealth sharing within couples who live together. I demonstrate
that couples share different things in different ways, and what is shared and how it is
shared can change over time. Importantly even assets of the same type may be treated
differently pending the timing and source of their acquisition. Furthermore, it cannot be
assumed that couples allocate or share their assets and debts in the same way they
organise their income, thus | argue income only offers a partial insight into the intra-
household organisation of economic resources. To aid future researchers, | document
the different ‘spheres of sharing’ to be considered when investigating the allocation of

economic resources within couples and households.

| further demonstrate that key life events, such as buying property together, getting
married or having children, often serve as opportunities for couples to review how they
want to organise their economic resources. For some, these events result in greater
sharing of their assets and debts, while for others, it serves as an opportunity to formalise

and entrench pre-existing asset inequalities.

In Chapter 7 ‘The social power of wealth allocation within couples who live together’, |
move on to consider why couples organise their assets and debts in the way that they do.
| argue that the allocation of wealth within couple relationships is laden with social
meaning, and issues of power and control. | focus on four inter-related themes of equality

and fairness, independence, perceptions of ownership, and relationship quality.

I demonstrate that respondents often value ‘status equality’ over equality of economic
resources. This status equality is often performed and signalled via the equal
contribution to joint expenses, allowing inequalities of wealth to accumulate. This is

commonly driven by the lower resourced partner to assert their equal status.

Echoing the income sharing literature women demonstrate a strong desire for
independence, which they link to self-sufficiency, autonomy and self-determination. In

stark contrast men’s narrative surrounding independence is more commonly driven by a
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desire for privacy and conflict avoidance. Taken together these issues can act as a
mechanism towards greater individualisation in the approach to economic resources

within the household, and further facilitate inequalities of wealth to accrue.

In the final empirical chapter, Chapter 8, titled ‘Whose wealth is it anyway? Issues of
entitlement within couples who live together’, | consider responses to the deliberative
part of the interviews, which aimed to explore issues of entitlement via a series of
vignettes. This offered insights into how participants felt couples should organise their
assets and debts. In echoes of their own wealth sharing journeys, participants believed
couples should take an individualistic approach to their assets and debts in the early
stages of their relationship. Marriage, having children together, or buying a property
together, were seen as key signals of togetherness, but in their absence, individuals are
perceived to have no entitlement to one another’s assets. Assets which predate the
relationship were often viewed differently to assets generated within the relationship and
are ringfenced in the participants’ minds as the individuals’ own. Inheritance and homes
owned before the relationship commenced were particularly emotive and evoked strong

feelings of individual ownership.

Crucially, it was almost universally thought that the imaginary couple who had only
recently moved in together, should have their assets assessed separately for the purposes
of assets means-tested benefits. In contrast, for the purposes of separation, participants
believed that entitlement to a share of household assets, beyond those contributed by the
individual, should be earned via joint financial contribution or via the care of children.
Whilst many participants were confident in asserting what should happen to the various
couples’ assets in a given situation, there was much uncertainty as to what would happen,

and this was particularly true in regard to pension assets.

The final chapter of this thesis, Chapter 9, ‘Conclusions and policy implications’ draws

together the findings of the previous chapters and considers the policy implications.
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Chapter 2

2 Methodology

In this chapter, | review the methods used in this research. The chapter follows the
structure of the thesis in so far as I firstly introduce the data and methods used in the
quantitative chapters of the thesis contained in ‘Part I’. Secondly, I reflect on the

methods used in the qualitative chapters of the thesis contained in ‘Part II”.

2.1 Part|: Data and methods

2.1.1 Definitions of wealth

Throughout this thesis, I focus on an individual or household’s net worth. That is their
gross assets less any liabilities, as is common in much of the literature on household
wealth. | believe that this offers the most comprehensive measure of an individual or
household’s wealth position. However, it is worth acknowledging that in some instances
gross wealth measures may provide useful and different insights than analysis using net
worth. As Jenkins (1990) argues two individuals with similar net worth may have very
different gross wealth, and may enjoy very different circumstances as a result. Whilst
gross wealth may better reveal their differential gross wealth position, it may also serve
to hide the difference between someone with substantial gross wealth and no debts, and

someone with substantial gross wealth together with substantial debts.

| use the terms total wealth and net worth interchangeably, estimated using the sum of
an individual or household’s reported business, financial, pension, physical and property
assets, less any liabilities, unless stated otherwise in the methodology of the relevant
chapter. These groupings are based on the data available, the estimates of which are
explored in greater detail in section 2.1.2.2 ‘Measures of wealth in national statistics
and the WAS'.

There has been some debate whether an individual’s ‘human capital’ in the form of their
education should be included in measures of net worth (see for example Diamond, 1975,
p. 10; Sandford, 1980). Whilst I acknowledge the huge value of education, the range of
values any given individual might exact from their education is likely to vary greatly.

Furthermore, it is not transferable in the sense that you cannot transfer it without further
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personal effort, you cannot sell your qualifications to another individual to present
themselves as so qualified. Even in the event that you work for another so that they can
gain the knowledge that you hold, this does not result in the loss of the knowledge
yourself, thus your own asset is retained. Thus, | follow many others who focus on
transferable wealth, and do not include education or other human capital in my

evaluation of individual wealth.

Similarly, it has been argued that state pensions should be included in wealth estimates.
However, as the ‘71950s women™ found out, in the UK, the state pension is not
considered to be a contract, thus there are only short to medium-term guarantees on the
value of any future pension. Furthermore, state pension entitlements vary based on a
number of factors including number of years worked, age, sex and marital status, among
others. These factors interact; for example, age dictates how many years worked are
required to receive a full or partial state pension (GOV.UK, 2022). Thus, whilst it would
be feasible to estimate the value of a state pension already in receipt, it would be very
difficult to do so for the working population. Importantly, the ONS also do not consider
the state pension to be a part of household wealth. As such, | do not estimate state

pensions, and state pensions are not included in estimates of an individuals’ total wealth.

There are further many conceptual and practical issues in the measurement and

estimation of wealth; these are explored more fully in Chapter 3.

2.1.2 The Wealth and Assets Survey

The empirical analysis in this thesis utilises data from the ONS’ Wealth and Assets
Survey (WAS).. The WAS is an ongoing longitudinal survey into Great British
households’ wealth and economic well-being; it is designed to be a nationally
representative survey with five waves covering the period 2006/08-2014/16, and one

round to 2016/18.” Each wave or round of data is collected over a period of two years;

> Women born in the 1950s have challenged changes to state pension legislation which increased their
retirement age causing a long running dispute between the government and ‘1950s women’.

& A number of versions of this data are used, and these are cited in relevant chapters.
" Round 7 covering 2018/20 has since been released. The naming convention of the Waves became

Rounds to signify a change in the data collection periods (moving from a June commencement date to
April).
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for Wave 1 data was collected between July 2006 and June 2008, and respondents are

then re-interviewed biennially.

The WAS offers a unique opportunity to study individuals’ wealth over time in the UK.
Further, it is the only British survey that combines extensive information on both the
individual and the household’s income, wealth, and characteristics. For each of the
quantitative empirical chapters, it is not only the best source of data to use; it is currently

the only available source of relevant nationally representative data.

In the cross-sectional analyses in Chapters 3, 4 and 5, | use data from approximately
42,000 individuals or 20,000 households.

For each wave the data is provided in two files, one with information recorded at the
household level, and one which is recorded at the individual level. A simple summary
would be to say that the individual file includes individual characteristics, income,
business, financial and pension wealth. The household file reports the household totals
for income, financial and pension wealth, alongside household information on property

wealth and physical wealth.

Cross-sectional and longitudinal survey weights are provided within both the household
and the individual files. Longitudinal survey weights are provided for comparisons
between the most recent wave ‘Wave T’ and the previous wave ‘Wave T-1°, and between
the current ‘Wave T’ and Wave 1. | use the cross-sectional weights in all quantitative
analyses in this thesis.

2.1.2.1 Wealth components in national statistics and the WAS

The ONS reported statistics of GB household wealth, include four asset categories:

1. Net financial wealth — the value of all formal and informal financial assets,
including any endowments purchased to repay mortgages, less the value of all
formal and informal debts, excluding mortgages. This includes any overdrafts,
loans including student loans and informal loans, credit cards, hire purchase
agreements, and any amounts in arrears.

2. Physical wealth — the value of household contents including any vehicles,

collectibles or valuables
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3. Private pension wealth — the estimated current value of all pension savings and
rights

4. and net property wealth — the value of all property less any mortgage or debts as
a result of equity release (Office for National Statistics, 2023b, pp. 45-49).

There are three elements that are worthy of more detailed attention in the extent to which
they are included in the data and subsequent analyses; those are business assets, trusts,

and student loans.

Business Assets

Whilst the ONS does not include business assets in their definition of total wealth, the
WAS does collect data on business assets, and this is available in the dataset. The
original ONS report on Wave 1 WAS data, maintained that business assets fell outside
of the ONS’ definition of the personal wealth of households (Office for National
Statistics, 2009, p. 138). However, the report also notes a very high level of non-response
for business assets, just 4% of households provided a value for their business in the first
wave of data (Office for National Statistics, 2009, p. 138). Thus, the lack of adequate
data seems to have been a more relevant factor, and indeed provides a more convincing
argument for the exclusion of business assets, than the suggestion business assets do not

contribute to the personal wealth of households.

More recently, Advani, Bangham, and Leslie (2021) maintain that there may be a
systematic undercount of the number of businesses reported in more recent WAS data.
They estimate this to be approximately a quarter of the total business population, and
this is observed across the spectrum in terms of business size (Advani, Bangham, &
Leslie, 2021).

Despite sizeable gaps, the coverage appears substantially improved since the first wave,
and there seems little argument for the continued exclusion of business assets from
measures of personal or household net worth. Despite the continued exclusion of
business assets from official national statistics on household wealth, where it was
feasible to do so, I have included business assets in the analysis. The reported quality of
business assets data has improved over the course of this research, as such they are
included in later chapters, but not in Chapter 3, which was drafted on a much earlier
wave of data.
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Trusts

It is noted money held in Trusts, with the exception of monies held in Child Trust Funds
are not included in the WAS data (Office for National Statistics, 2023b, p. 45). The scale
of this omission is difficult to estimate, but it could be substantial; 633,000 trusts and
estates were registered with the Trust Registration Service at 31 March 2023, generating
a combined £3.1 billion total income (ONS 2023 Trusts). It is further likely that any
wealth held in Trusts is disproportionately held by wealthier sections of the distribution.
Further research is required in this area, regrettably doing so is beyond the scope of this

research.

Education and student loans

Historically debates over the inclusion of less tangible assets such as the value of human
capital and education were common (see for example Diamond, 1975, p. 10; Sandford,
1980). As previously noted the value of such human capital is difficult to estimate,
moreover the benefit each individual derives from the same or similar educational
qualifications varies so substantially any generalised calculations are likely to be as
misleading as not including them at all. Attempts to do so are vanishingly rare in the

extant literature, and I similarly do not attempt to do so here.

However, all student loans are included in the ONS' standard definition of net worth and
are incorporated in net financial assets, including ‘Student Loans’ (hereafter
capitalisation of this denotes a Student Loan from the Student Loans Company). Student
Loans are a unique type of debt, and the challenge from the perspective of measuring
personal or household net worth, is that many Student Loans may never be repaid in full,
if at all.

Some may argue that by including student debt and excluding the benefits that may flow
from the tertiary education received, means accounting for the costs of education without
similarly accounting for its potential benefits. However, | would argue that the costs
have become tangible, whereas the benefits derived remain intangible and far from

guaranteed to materialise.

Others may offer the critique that Student Loans are not 'real’ debt, yet those making the
decision to go to university, or currently repaying their student loans, would likely
strenuously disagree. Once an individual is earning over the relevant threshold, Student
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Loan repayments will be deducted from their income.® Outstanding Student Loans will
also be considered in any application for a mortgage or other formal loan arrangement
or credit facility. Thus, even Student Loans which are not currently being repaid can
influence an individual’s access to credit. Further, someone who needed to take a
Student Loan is in a very different position to someone who did not need to incur debt

to fund their degree.

Lastly, there is a generational difference in the scale of debt taken on by students. The
extent of this increased dramatically with higher tuition fees, thus the scale of student
debt varies significantly pending when an individual went to university. To ignore this
generational difference would be to misrepresent the position of younger cohorts. Thus,
whilst the debt may never be repaid, it is a burden carried and accruing interest until
such time as it is repaid or written off.

However, including Student Loans in measures of personal and household net worth
may serve to decrease any wealth differential between graduates and non-graduates. It
is further possible that this may have systematic gender effects, as females increasingly
outnumber males in undergraduate studies (HESA, 2022), yet continue to experience a
gender pay gap (Andrew, Bandiera, Costa-Dias, & Landais, 2021). Further research into
the effect of Student Loans on wealth accumulation, and the potentially gendered effects,

is worthy of further research, but this is beyond the scope of this thesis.

Consistently with the ONS’ measures, | include Student Loans in my estimates of

personal and household net worth.

2.1.2.2 Data limitations

In section 2.1.2.2 above, | summarised what was and was not included in national
statistics and captured by the WAS to estimate individual and household wealth in the

UK. Here, | expand on more general limitations of the data.

8 Thresholds vary depending on the Plan, currently in the region of £21,000-£28,000, Repaying your
student loan: When you start repaying - GOV.UK (www.gov.uk)




26

The missing top (and bottom)

Surveys of this type have been widely criticised for underrepresenting the top tail of the
distribution (see Alvaredo et al., 2016; Davies, Lluberas, & Shorrocks, 2017). A number
of authors have attempted to correct for the missing top tail, usually with reference to
either the Times Rich List, or Forbes’ Billionaires (see Advani, Bangham, & Leslie,
2020; Shorrocks et al., 2018a; Vermeulen, 2018).

| argue that wealth poverty and debt is likely similarly under-reported, yet this is not
commonly acknowledged in the literature. It is reasonable to think poorer households
and renters are more likely to experience greater transiency than homeowners or
wealthier households. Furthermore, it is reported that those dealing with problem debts
struggle to talk about it (Money & Pensions Service, 2020). Given this, it is unlikely that
those in such circumstances are likely to respond, or indeed respond openly and
completely, about their financial position. In the absence of representative data, it is hard

to estimate the scale of the problem.

Furthermore, the data only includes wealth of households, and therefore excludes those
living in institutional settings such as prisons, barracks, hospitals, care facilities, and

universities.

That said, my analysis relies on the ability to connect respondents’ wealth both with their
income or with their wealth in prior periods. As such, there are limited alternative data
sources that offer sufficient data to be able to complete these analyses. Moreover,
despite these limitations, the WAS is considered to be representative for the vast

majority of the population.

Valuing wealth

The values reported in the WAS are based on the individuals’ self-reported estimates of
their wealth. For financial assets and liabilities, and defined contribution pension pots,
this is often with reference to the relevant documentation (i.e., bank or pension
statements). However, for the many non-financial assets included, the self-assessed
valuation is subjective, and is prone to error of both over- and under-estimation, or

indeed over- or under-reporting.
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Regrettably, for the purposes that | intend to use the data, it is difficult to correct for any
inaccurate valuations, for not only is it difficult for respondents to know the true value
of their non-financial assets, so too is it difficult for anyone to accurately estimate an
asset’s value. For example, even professional estate agents can have huge discrepancies
in the value of a property. Daly, Hughson, & Loutzenhiser (2021) explore both the
problems of valuation, and possible approaches for HMRC should a wealth tax be
introduced; this is a useful reference for those interested in issues of valuation. For the
purposes of this study, | accept the limitations of respondents self-reported valuations.

Estimating individual wealth

In latter versions of the data (since the 9" edition, April 2019) the ONS has included a
total net worth measure in the individual files, this applies to Waves 3-5 and Round 6.
However, there are several elements included in this total that were initially recorded by
household (and not by individual). This includes the net value of the main residence, any
associated endowments, and the physical assets held as contents of this property as well
as any vehicles, collectables or other valuables owned within the household. Thus, in
previous editions a total net wealth value had only been included within the household
data.

In order to estimate total individual wealth, the ONS has made assumptions about the
division of these presumed shared assets.® The value of the main residence and
endowments have been divided equally between all named householders over the age of
18, whilst all household physical assets are split between all the adults resident in the
household. ¥ For this purpose, the ONS defines an ‘adult’ as any individual aged 16

years old or over.

Given that these totals were not available in previous releases of the data, | had
previously made my own assumptions regarding the division of shared household assets.

With regard to the main residence and endowments, my calculations equalled that of the

9 Details of which can be found at;
https://www.ons.gov.uk/peoplepopulationandcommunity/personalandhouseholdfinances/incomeandweal
th/methodologies/measuringwealthonanindividuallevel

10T use the term ‘named householders’ for individuals who are recorded as owning or renting the
accommodation in their own name, jointly or solely under ‘HhldrW[wave number]’.


https://www.ons.gov.uk/peoplepopulationandcommunity/personalandhouseholdfinances/incomeandwealth/methodologies/measuringwealthonanindividuallevel
https://www.ons.gov.uk/peoplepopulationandcommunity/personalandhouseholdfinances/incomeandwealth/methodologies/measuringwealthonanindividuallevel

28

ONS. | note that there is no data recording whether joint householders might own

differing shares, and that this would be useful data to collect in future rounds.

My assumptions and estimates of individual physical assets differ from those of the
ONS. I assume that the households’ physical assets are also split equally between the
named householders, as opposed to all resident individuals aged 16 or over. It is my
belief that in the majority of instances the named householders would own the majority
of the contents of the main residence. For 65 per cent of individuals the two methods
lead to the same estimate of physical wealth.** However, for the remaining 35 per cent
there are some substantial differences. These differences made me reconsider my initial

assumptions.

The one point of difference between my assumption and the ONS’ is that the ONS
methodology allocates an equal proportion of physical assets to resident children aged
16 or over (and any other resident adult who is not a named householder) whereas my
methodology allocates these individuals no share in the physical assets of the household.
The reality is likely to be somewnhere in between these estimates; however, my sense is
that it is likely to be closer towards the ‘adult’ children owning very little of the shared

assets. This is a matter that is worthy of further research.

Whilst further research into the individual ownership of shared assets both property and
physical is recommended, in its absence it is necessary to make an assumption as to the
allocation of shared assets. | have decided for the purposes of this research to continue
with my previous assumption to allocate the physical assets of the main property
between the named householders. | make this decision based on the following

arguments:

1. There is little likelihood of a resident adult child of 16 years of age owning any
more physical assets than a resident child of 15 years and 364 days and yet the
ONS’ methodology will allocate them substantially different shares of the
physical assets of the main property. This could lead to sizeable fluctuations in
individual wealth when resident children turn 16. In line with the arguments put

forward in Chapter 3 this has the potential to inflate wealth mobility.

11 Author’s calculation using Wave 5 data (27,855/42,832 individuals)
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2. Similarly, as and when adult children leave home, unless they take a substantial
proportion of the household assets with them when they leave, this could also

lead to substantial fluctuations in household wealth.

3. Whilst it is true that any resident adult likely gets the opportunity to enjoy the
benefits of the household, enjoying usage and rights of ownership are not one

and the same.

4. Allocating adult children within the household part of the parental wealth may
further hide intergenerational transfers of wealth.

In order to ensure that there were no errors with the calculations, once all allocations
were completed, I confirmed that the sum of individuals’ assets within a household
added up to the household assets, and that total individuals’ assets added up to total

households’ assets.

Variance estimates

I use the End User Licence (EUL) version of the data. This is anonymised to protect the
confidentiality of the participants. However, the anonymisation process also removes
the PSU and strata variables needed to be able to properly account for the complex
survey design. This means that variances may be underestimated using this data. The
published WAS guidance does not offer any recommendations on how to correct for this
issue. Direct communication with the ONS has established that for the key wealth
variables in Round 7, the design factors were estimated to be between 1 and 1.5. The
design factor describes the ratio between standard errors computed under the actual
sampling design to standard errors derived under the assumption of simple random

sampling.

I have asked the ONS to consider including pseudo-PSU and strata variables in the EUL
data, such that accurate standard errors can be estimated without the need for using the
secure access data. This is a suggestion that has gained support from the UK Data
Service, but has not as yet gained traction with the WAS team. In the meantime, |
continue to use the EUL version of the data and accept this limitation to my analysis.

This decision has in part been affected by COVID-19 restrictions.
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2.1.3 Data management and ethics

The EUL version of the WAS is available on a ‘safeguarded’ basis from the UK Data
Service. ‘Safeguarded’ data does not contain personal data, however, there is a risk of
disclosure if linked with other data (UK Data Service, 2020). The EUL version of the
WAS has been anonymised by the data provider. Those wishing to access the data must
register their use and agree to the terms as published in the EUL (UK Data Service,
2019).

In order to meet the requirements, | prepared a data management plan, and agreed the
protocols with both the RLAB technical team, and the LSE Data Management Team. |
review the requirements and the plan regularly in order to ensure that | remain up to date
with any revisions to the requirements; the EUL is updated periodically, if necessary,
modifications are made to the data management plan.

Since the data is anonymised by the data provider, and the data provider is a reputable
national source, the ethical risks of using this data are deemed to be low. | have focused
on ensuring that | maintain the standards expected of users of the data. Given that it is
not deemed possible to identify a participant within the data, the School’s ethics

procedure does not require an ethics submission for the quantitative part of this research.

2.2 Part II: Qualitative research methods

Part Il of this research aimed to further explore the intrahousehold allocation of wealth
by investigating how couples who live together, in the UK, organise their wealth, and
how they feel about it. This | explored qualitatively, via in-depth semi-structured remote
interviews. The fieldwork for Part Il of this thesis was carried out between May and
December 2022. Here, | discuss the research design, participant recruitment and

selection, data management and analysis, and offer a statement of reflexivity.

2.2.1 Research design

2.2.1.1 Why in-depth remote qualitative interviews?

In the final chapter of Part I, | used WAS data to estimate the intrahousehold allocation
of wealth and the gender wealth gap. However, the WAS data offers little insight how
couples negotiate the organisation of their assets and debts, nor how they feel about it.
Furthermore, these questions could only ever be superficially answered by survey data.

In contrast qualitative research offers the opportunity to gain a richer understanding of
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the process through which couples negotiate the organisation of economic resources

within the household, and indeed how they feel about it.

Indeed, numerous authors have made significant contributions to our understanding of
the allocation of money or income within the household, using qualitative interviews
(see for example Burns, Burgoyne, & Clarke, 2008; Elizabeth, 2001; Pahl, 1989; Stocks
etal., 2007). Yet few have attempted to specifically explore the allocation of wealth (the
obvious exceptions are Joseph & Rowlingson, 2012; Rowlingson & Joseph, 2009).
Thus, | considered it important to carry out in-depth interviews to further explore the

intrahousehold allocation of wealth.

I conducted the interviews remotely via “Zoom’, a common virtual meeting application.
This was a decision | made in part in response to the COVID-19 pandemic, for face-to-
face contact was still only gradually returning through the planning stages for this
research. However, there are a number of advantages and disadvantages associated with

the use of remote videos which were factored into the decision to go online.

Historically, remote interviews have been considered an inferior methodology to
traditional face-to-face interviews (Johnson, Scheitle, & Ecklund, 2021). However, there
is a growing body of literature that maintains that remote video interviews, not only offer
an alternative to face-to-face interviews, but can offer substantial practical advantages
(Archibald, Ambagtsheer, Casey, & Lawless, 2019).

In this instance, remote interviews resolved a number of issues such as a ‘place’ to meet,
that offered a safe but private environment to conduct the interview, at low cost. Further,
it facilitated greater geographic range for the study than may have been feasible using
face to face interviews. This meant it was possible for me to interview people from

across the UK, and not limit the interviews to a specific geographic area, or areas.

It is important to acknowledge that there are also some documented drawbacks
associated with remote interviews. Those commonly referenced in the literature include
technological failure, the challenge of building rapport in an online context and the
inability to read non-verbal cues (Archibald et al., 2019). Further, some groups may be
excluded by their lack of access to the internet or the required technology, and this may
disproportionately affect