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INTRODUCTION: THE ROAD TO WEMBLEY


My father-in-law loves to regale us about the time his friend Harry took him along to the FA Cup Final between Arsenal and Liverpool in 1971.


‘We worked together. I was an Arsenal fan and he supported Liverpool’, the story always begins. Then he continues:


The week before the final he asked me if I wanted to go with him to Wembley. I had planned to watch the match on television, but it was the final so I said ‘Yes, please’. Unbelievably the score was 0-0 at full time so the game went into extra time. First they got one, then we did. When Charlie George scored the amazing winner and went flat on his back I was grinning from ear to ear, but I made sure to turn away from Harry because I could sense how upset he was. I think it was the greatest day of my life.


We’re all Arsenal fans in our family and most of us have basic club (Red) membership. In 2017 Arsenal once again got through to the FA Cup Final at Wembley. I had never been to a Wembley final and thought it would be a once-in-a-lifetime treat for my two sons. So I tried to buy three tickets. Arsenal had been allocated 28,000 tickets priced at £45, £65, £85 and £115.1


Some of the tickets went to season-ticket holders, some to corporate sponsors and others found their way onto the black market where they were being sold for hundreds of pounds. Ordinary fans hoping for a once-in-a-lifetime experience didn’t get a look in.


In 1971 the cost of an FA Cup Final ticket was just £1, which meant most fathers and mothers could afford to treat their children to a day out at Wembley. So nearly 50 years later why couldn’t I, a reasonably well-off journalist? The casual arrangement of turning up at Wembley, as described by my father-in-law, is totally unrecognisable. Had inflation taken such a heavy toll on our spending power that in 2017 you needed £45 to watch the same fixture that half a century ago cost £1? Or was I genuinely worse off than my father-in-law when he was my age?


I had to find out.


According to the Office for National Statistics’ (ONS) composite price index, which takes account of inflation, the cost of living in 2017 was 1,243.63 percent higher than in 1971.2 So a pound sterling from 1971 was actually equivalent to the purchasing power of £13.44 in 2017, a difference of just £12.44 over nearly 50 years.3 Even in the 2020–21 season, an FA Cup Final ticket should cost me less than £15, not £45 and certainly not £115.4 (And the price of a pre-match London pint in 1971 would be just as affordable at £1.405 in today’s prices, not the £4.576 that it actually is.)


In 2017 I wasn’t the only one thinking football fans were being priced out of the sport. During the Champions League game between Arsenal and Bayern Munich in March of that season, the visiting German fans staged a well-organised protest at the £80 ticket prices they were paying to watch the match.7 Bayern’s fans unfurled a banner which read ‘Without Fans Football Is Not Worth A Penny’ before throwing toilet rolls onto the pitch, causing the referee to hold up play while they were removed. Arsenal fans all pointedly applauded.


Money doesn’t just make the world go round; it also gives us a universal index by which we can measure our economic and social standing in society. My salary tells me how I match up to my friends, colleagues and even members of my own family. It also provides me with a personal perspective on history. Because what I can afford to buy with my money today is also indicative of how well my generation is doing compared with those that came before.


We crave it, borrow it, work hard for it, steal it and perish when we don’t have enough of it. There is always the hope that if we don’t have money today we will get some tomorrow. And for many of us, it is this eternal hope which gives all our lives a sense of purpose, if perhaps not meaning.


But what happens when the social contract between the citizen and the economic system fails to produce enough winners? What happens when we can’t get rich anymore? And how do we know when this is happening?


We all apply personal litmus tests to measure our economic well-being. Mine happens to be football. But I soon discovered that football is not the only entertainment that is out of kilter with the cost of modern living. In 2020 the average price of a cinema ticket was £7.50 (34p in 1971 and £1.88 in 1988) and a West End musical was £49.25 (£3.50 in 1971).8 Some things have become cheaper, of course. Fifty years ago televisions were very expensive. If you wanted to watch television you rented one from somewhere like Radio Rentals or Rumbelows. These high-street electrical retailers also rented radios and hi-fi systems. If you had all three, then your home entertainment system was complete. A 1971 colour TV cost £289 (worth £3,700 in 2020) and a TV licence was £12 (£170.74). I was still renting my television from Currys in 1997. In the past 50 years, televisions have become so affordable (£98 for a 22-inch full HD LED from Amazon) that we own more tellies per household than ever before. Then again, we require so much more: an iPhone, tablet, laptop, broadband, subscriptions to Sky, Netflix, NOW TV, Spotify and Amazon Prime. An iPhone or a laptop is just as essential as a black-and-white telly was 50 years ago. Owning them is absolutely non-negotiable.


Much more sobering is the rising cost of property, which means millions of us have lost the chance of owning a home. The average house price in 1971 was £5,632. In May 2020 it had reached £235,673.9 Taking proper account of inflation, the price of that same 1971 house today would be just £80,206.72. If salaries had risen as sharply as house prices, the average worker would be earning £90,000.10 An average 1971 home cost four times typical annual earnings; today it is eight times.11


Everyone knows that house prices have sky-rocketed, but most people would still probably say that we’re better off overall than we were 50 years ago. Just before the coronavirus struck, unemployment figures were at the lowest since the government started recording them in 1971. We enjoy unrestricted, easy access to credit and instead of mortgages being limited to just twice the size of our salaries as they were in 1971, today we can borrow four times as much as we earn. At the same time, household income rises have actually been keeping up with inflation. An average annual salary 50 years ago was £2,000. If the average worker’s pay packet had kept track with inflation it would be £28,482.50,12 which is not far off what it is today. In 1971, a century after the invention of the telephone, only half of British households had one. Now there are more phones than there are people. And the cost of a household staple like a supermarket chicken is much cheaper than it was in 1971. So what’s the problem?


This long view of the link between inflation and earnings masks what has happened since the 2008 financial crisis, when wages started to fall behind inflation so that in real terms the average wage is worth less now than it was during the crash.13 Overall economic growth has been very weak while productivity is at an all-time low. In fact, pay growth is at its weakest since the Napoleonic Wars.14


Look more closely at these record employment figures and you will find that millions of those new jobs are low paid and insecure. When the coronavirus started laying waste to the economy, people employed in these jobs were the first to be let go. In 1971 a job meant a reliable salary and protected working conditions. Today many of these new jobs are zero-hours contracts, freelance or low-hour part-time work. The rise in the number of people taking these kinds of jobs has given birth to a new phenomenon – ‘in-work poverty’ – such that eight million people currently living in poverty are part of a working family.15 Britain’s poorest families are still suffering from the shocks of the last recession and have responded by sending more family members out to work. In turn, businesses have taken advantage of this glut of low-paid employees.16 Instead of a regular working week, we work when the phone buzzes or the boss calls. And workers aren’t just competing against each other for jobs – they are fighting to match the production output of machines run by artificial intelligence.17


The number of hours we are working is no longer falling as it had been until the financial crash of 2008. According to the Resolution Foundation, those of us who are lucky enough to have salaries are working almost one hour per week more than they would have been if the post-1980s trend towards working fewer weekly hours had continued.18 And more of us are working well past our middle years. People over age 50 now make up about a third of the entire UK work force, up from around one in five in the early 1990s. Living costs are rising fast and meagre pensions or limited savings are forcing us to stay in work longer.


There is further evidence that the UK is not experiencing the record low jobless levels which politicians so love to crow about. The Organisation for Economic Co-operation and Development (OECD) estimates the true figure is three times the official number because more than three million people who report themselves as ‘economically inactive’ to government labour force surveys are not included in the headline unemployment rate. By reinstating students, retirees and family carers, the OECD argues the national jobless figure should be increased from 4.6 percent to 13.2 percent of the working-age population not in education. Certainly in our northern cities the boast of high employment is not being borne out in the job centres. In Liverpool, according to the Centre for Cities, one in five people not in education can’t find work. Of course the coronavirus crisis has worsened the economic situation for millions of families and pushed many more into poverty.


And long before the fateful spring of 2020, Britain’s productivity levels already were in crisis, the worst since the start of the Industrial Revolution 250 years ago.19 The 2019 figures from the ONS20 show that after a period of steady growth throughout the 1990s and noughties, productivity has flatlined. In a worrying commentary, the ONS says that productivity since the economic downturn in 2008 has actually been ‘growing more slowly than during the long period prior to downturn’. Productivity growth is important because more output per hour increases salaries and profits, improves standards of living and enables the tax-take to grow, which allows the government to fund better public services. Such a sustained period of minimal labour productivity growth has been called the UK’s ‘productivity puzzle’ and is arguably the defining economic question of our age.


But the normal rules of domestic economics no longer seem to apply.21


The weak performance of Britain’s economy since the financial crash would once have been consistent with an unemployment rate of 14 percent, not under 4 percent. In the 1970s a 4 percent jobless rate would have triggered shooting pay rises as employers competed for fewer workers. Instead, 70 percent of those in work in the UK are defined as ‘chronically broke’ – there’s just too much month at the end of their money.22 Millions of us in the UK are £100 away from a financial crisis, meaning that life could quickly be derailed by a dentist’s appointment. Stella Creasy, the Labour MP for Walthamstow, east London, says: ‘Every day has become a “rainy day”, with a third of us having less than £500 in savings, so if the car breaks down or the washing machine goes on the blink, borrowing can be the only way to keep life moving’.


The struggle to keep a family fed and clothed is becoming more desperate as we find we have less to spend. In 2003 households on the lower half of incomes typically earned £14,900. In 2016–17 that figure had fallen to £14,800 (adjusted for inflation and housing costs).23 Meanwhile, the Joseph Rowntree Foundation estimates that the benefits freeze has dragged 200,000 more people into poverty since 2016, around half of them children. More and more people than ever are being forced to turn to food banks. Between 1 April 2018 and 31 March 2019, the Trussell Trust, the biggest food bank distributor in the UK, handed out a record 1.6 million three-day emergency food supplies to people in crisis, a 19 percent increase on the previous year. More than half a million of these emergency food items went to children.24 And as household debt continues to soar, millions of Brits now live in fear of a knock at the door from bailiffs.25


This is not a crisis confected by bleeding-heart socialists. In 2018 representatives from the United Nations, a body which aims to prevent citizens being abused by their nation states, spent 2 weeks in the UK investigating extreme poverty. After the visit, the head of the mission concluded that levels of child poverty in the UK were ‘not just a disgrace, but a social calamity and an economic disaster’. Philip Alston, UN rapporteur on extreme poverty and human rights, said the UK government has inflicted ‘great misery’ on its people with ‘punitive, mean-spirited and often callous’ austerity policies driven by a political desire to carry out social engineering rather than economic necessity.


The government’s response was to shoot the messenger. Rather than consider what was being said and take time to review the analysis, Amber Rudd, then in charge of the DWP, shot off a letter of official complaint to Mr Alston.26 The mindset of politicians like Amber Rudd seems to be stuck in the economic equalities of 50 years ago when more people had the chance to get rich. In 1971 Britain was among the most equal countries on earth in terms of both household income and wealth. Today we are one of the most unequal.


At the top of the tree is a new super-elite group of money-making aristocrats, the 1 percent of highest-earning households in the world whose share of national income has ballooned in the past four decades from 3 percent in the late 1970s to about 8 percent today.27 The top 1 percent of earners in the UK have almost doubled their share of total national income from 7 percent in 1981 to 17 percent in 2019.28 A study on social mobility published by the Sutton Trust in 2020 found: ‘There is no doubt that since the 1970s, the UK has seen the rise of income inequality in a form which would allow us to talk about elites pulling away economically, driven by a small number of occupations all based in finance’.29


Among these super-wealthy people the Institute for Fiscal Studies (IFS) has identified an elite within the elite – the 0.1 percent, 31,000 individuals in the UK, with incomes of a million pounds a year or more (living on 3,000, 5,000 or even £10,000 a day). For Danny Dorling, Oxford Professor and author of Inequality and the 1%, the telling moment came when the European Banking Authority released ‘shocking’ statistics showing that, after the banking crisis, the pay of UK bankers had begun to rise again so that in 2019 a record 3,567 were receiving more than €1 million a year, with the average yearly salary of those in this group being £1,700,000 (£4,660 a day).30


The gap between these big earners and ordinary workers is exemplified by the pay scales enjoyed by the chief executives of FTSE 100 companies. The average CEO earned the annual salary of his average employee within 3 working days of 2020. (And the average CEO is almost always a he: in 2015 there were more executives and chairs of FTSE 100 companies named ‘John’ than there were women.)31 In 2018 the average FTSE 100 CEO annual pay package was £3.46 million, equivalent to £901.30 an hour. In comparison, the average (as defined by the median) full-time worker took home £29,559 a year, equivalent to £14.37 an hour. Is the average boss really worth 117 times more than their average employee?32 We think of Victorian society as being intolerably unequal, but in the late 1800s the governor of the Bank of England was paid just ten times more than a gentleman’s butler.33


Household wealth in Britain today is even more unfairly distributed. In the 2 years between April 2016 and March 2018 our national wealth – including property, cash savings, shares and pensions – rose by 13 percent (after adjusting for inflation) to a record £14.6 trillion.34 But the stockpile is spread wildly unevenly: the top 10 percent of households own almost half, while the wealth of the poorest fifth has declined in real terms. In the US, the Democracy Collaborative, a research and development institute, found that three people – Bill Gates, Jeff Bezos and Warren Buffett – had acquired a winning habit for accumulating wealth and now had more than the combined wealth of 160 million Americans. For many of the super-wealthy, being comfortably, or even extraordinarily, rich has never been enough.35


As far back as 1899 the American economist Thorstein Veblen coined the phrase ‘conspicuous consumption’ to describe the way rich people felt compelled to show everyone else they were rich. Victorian and Edwardian Britons who indulged in ostentatious displays of wealth tended to invest in extravagant houses, hire armies of servants or take a box at the opera. Today it is super-yachts and private jets, and rather than the opera, it is paying for hospitality suites at sporting events. In 1971 the entire seating at football grounds, apart from perhaps a few reserved seats in the directors’ box, was taken up by working men on average salaries. Now, 46 percent of people earning net incomes over £200,000 say they watched live sport, compared with just 23 percent of those with incomes less than £46,000.36


While the super-rich are getting even richer, middle-class families, the backbone of Britain since the Industrial Revolution, are seeing their incomes stagnating as they are squeezed by their wealthier neighbours. The middle classes are being ‘hollowed out’, with decreasing chances of rising prosperity and growing fears of job insecurity. Instead of dreaming of getting rich, they are staving off debt as their salaries struggle to keep up with inflation. At the same time, even historically safe middle-class jobs, such as in insurance and law, are being threatened by artificial intelligence and automation. And although their houses are rising in value, they can’t take advantage of the fact because they can’t afford to move.37


Which brings us to perhaps the worst news of all: social mobility is rare, and it has become much harder to earn your way to high wealth. One in five men in professional occupations who were born between 1955 and 1961 became socially mobile, but the figure for those born between 1975 and 1981 is only one in eight.38


Fifty years ago someone with a good salary could save enough over the course of their working lives to retire with sufficient wealth to enjoy a financially secure retirement.39 According to the Resolution Foundation a middle-income family of today relying on a single salary of £26,000 will have to save everything for 96 years to acquire the wealth of a household in the top 10 percent.40 (In 2008 it would have taken just 60 years.) Under this law of diminishing returns even the highest-paid members of society can only hope to get really rich by winning the lottery or marrying into wealth.


In 2019 a Nobel Prize-winning economist agreed to head the most ambitious investigation yet into inequality in Britain. Sir Angus Deaton, with the support of the IFS, is spending 5 years not only tackling the gross disparities in wealth and income but also the plight of those toiling on a middle income. Sir Angus is concerned that inequality in Britain risks putting the country on the same path as the US to become one of the most unequal nations on earth.


He warns that democratic capitalism is only working for part of the population:


You get an elite who think they did it all on their own and they deserve their position, and the people who didn’t pass exams feel left behind. First they think the system is rigged, which is a reasonable thing to think, and then also partly blame themselves. We’ve created this [illusion of a] meritocratic aristocracy and people who didn’t make it are pissed off.41


It is a point of view recognised by other economists. Martin Wolf, writing in the Financial Times, hardly a Marxist propaganda free sheet, warns: ‘Over the past four decades, and especially in the US, the most important country of all, we have observed an unholy trinity of slowing productivity growth, soaring inequality and huge financial shocks’. The stark headline in the Financial Times, ‘Why rigged capitalism is damaging liberal democracy’, shocked many of its affluent readers in the City.42 But perhaps most astonishing of all were comments made by the Chancellor of the Exchequer, Philip Hammond, in 2019, when he was interviewed on Newsnight. He acknowledged that for many people, the market economy was not working as it was ‘supposed to’ and warned that the idea the economy is ‘generating and distributing wealth is at odds with the practice that they are experiencing’.43 Capitalism is no longer working because the City has for too long focused on short-term financial gain, which is being extracted from a work force making tangible contributions to the economy outside the financial markets. We know their true value now because these contributors are the same people the government termed key workers at the height of the coronavirus crisis. So it is hardly surprising that they are now asking themselves why they are not benefiting from a capitalist society if they really are so critical to it.


Well before the coronavirus plunged the world’s economies into stagnation, trust in capitalism was ebbing. In January 2020, just as the global rich were gathering at the World Economic Forum in Davos, Switzerland, a survey was released which shattered global confidence in market capitalism. The Edelman 2020 Trust Barometer found that 56 percent of the population agreed that ‘capitalism as it exists today does more harm than good in the world’.44 Added to this, 65 percent said governments don’t have a vision for the future that they can get behind.


In the run-up to Christmas 2019, Andrew Marr felt compelled to use his BBC flagship political programme to make an impassioned plea not to ignore the growing homelessness crisis in the UK. Citing Alston’s UN report he said:


I’m not getting party political, but if we don’t notice the rough sleepers all around us at this time of year, as the sleet comes down and the Christmas lights go up, then there is something wrong with all of us.


I don’t know if this is more or less comforting, but it’s probably not your fault. We can’t help people worse off than ourselves if we are all battling our own financial struggles. It doesn’t seem to matter how hard we work – we just can’t get rich.


Across the Atlantic a Fox News anchor was coming to the same conclusions. In a 15-minute diatribe, Tucker Carlson denounced market capitalism, Wall Street exploitation, private equity, payday-loan outlets and America’s ruling class. He later explained: ‘A country where a shrinking percentage of the population is taking home an ever-expanding proportion of the money is not a recipe for a stable society’.45


What’s happening in Britain and America is happening all over the world. Nearly half of all global pay is scooped up by only 10 percent of workers, according to the International Labour Organization, while the lowest-paid 50 percent receive only 6.4 percent. And the lowest-paid 20 percent – about 650 million workers – get less than 1 percent of total pay, a figure that has barely moved in 13 years.46 A worker in the top 10 percent receives $7,445 a month (£5,866), while a worker in the bottom 10 percent gets only $22 (£17). The average pay of the bottom half of the world’s workers is $198 (£150) a month.


The richest economies are now feeling the strain. In France, the gilet jaunes movement spawned protests over tax cuts for the wealthy and French society’s growing inequality. In Britain, Brussels has been blamed for ending aspiration in communities which are cut adrift from a share of the nation’s wealth. Sensing the growing discontent with government austerity policies, the 2019 election campaign was a staggering display of reckless multi-billion-pound spending promises by all the parties. Far from reassuring the public, it seemed to add insult to injury for ordinary people who every month have to manage their household budgets carefully.


Boris Johnson made it worse by pledging to cut taxes for the rich and the wealthy in a cynical betrayal of the scriptures written by the founding fathers of capitalism. Politicians have too easily forgotten that the godfather of capitalism, Adam Smith, warned of the dangers of extreme inequality back in 1759:


A man of great fortune, a nobleman, is much farther removed from the condition of his servant than a farmer… The disproportion betwixt them, the condition of the nobleman and his servant, is so great that he will hardly look at him as being of the same kind; he thinks he has little title even to the ordinary enjoyments of life, and feels but little for his misfortunes.47


The lack of opportunity confronting Western populations suggests there is a structural failure in the traditional model for the creation and distribution of income and wealth. Millennials, middle classes and pensioners are all facing bleak economic futures. Many people have given up on getting rich and have settled for surviving in the short term. But even this modest goal is out of reach to those in society whom we rely on the most: the nurses, the policemen and women, the teachers, the firefighters and the carers. These first responders are the canaries in the dirty coal mine of capitalism. When the people who care for us and keep us alive can’t afford to keep doing it, we should all start to feel worried.





1


WHAT IS RICH?


THE BILLIONAIRE WHO THINKS EVERYBODY IS WORTH £660,791


By the time Warren Buffett, the world’s most consistently rich individual, was sixteen, he had already saved $9,800, worth about $103,000 (£80,000) today. In 2019 his estimated wealth had mushroomed to $86 billion (£67 billion). He knows perhaps more than anyone that the business of getting rich requires a lifetime of industry.


In a speech in 1999 to the Nebraska Educational Forum, Buffett declared that we all have the potential to earn a minimum of $500,000 (£384,482) before we die. (That’s £660,791 today.) When Buffett meets a young person starting out in life, he offers to buy 10 percent of their earning capacity. He’ll pay you £66,000 now if you agree to give him everything you ever earn. It’s an entertaining icebreaker. But what is curious about this figure is that it isn’t very high. This is because Buffett has carefully calculated what people are really worth. In truth, if you worked for 40 years on an average income, you would have earned more than £1 million. Buffett didn’t become the world’s richest man without knowing when to undervalue a stock before making his bid.


In this country we use many economic indicators to evaluate the wealth and riches of our citizens. We are continually separating workers into winners and losers based on how much they earn and what they own. The government operates a variety of schemes to assess this, the most obvious being the tax system, which sets the level for the highest-earning members of society at over £150,000, attracting the highest tax rate of 45 percent on income. Mirroring the tax threshold for the highest earners, the BBC publishes the names of all employees with salaries of more than £150,000. If you are paid less than £150,000 in the BBC you are allowed to retain your anonymity.


In 2019 the Labour Party made its own determination of who was rich, setting a super-tax threshold for anyone earning more than £80,000, which it argued represented the top 5 percent of the population. The public sector also sets levels of earnings which bar rich people from qualifying for discounts, subsidies and social housing. Anyone earning less than £12,500 is exempt from paying income tax, while local authorities allow citizens to qualify for reduced-rent council accommodation if they earn less than £60,000. The Conservatives have suggested extending this council accommodation benefit to those earning as much as £100,000.1 That’s not far off the joint income of £120,000 that some private schools set as the highest threshold for a family claiming a bursary for the education of their children.


The government also casts a value judgement on the assets of individual citizens. If you have assets worth more than £325,000 you are considered sufficiently wealthy to be compelled to pay inheritance tax, while anyone with savings of more than £16,000 is denied the right to claim Universal Credit. And a sliding scale of deductions is taken from any benefit claimants who have more than £6,000 but less than £16,000 in savings.


But in this chapter we are much more interested in the rich than the poor. I want to find a golden figure which tells us what we need to earn before we can unquestionably and definitively describe ourselves as rich.


The Institute for Fiscal Studies2 (IFS) has helpfully identified a group of 310,000 individuals who make up the very top 1 percent of income tax payers in the UK. To qualify, you require a taxable income of at least £160,000. This figure is lowered to £120,000 after the IFS includes the 43 percent of British adults who don’t pay any income tax. Those already in the top 1 percent might look up enviously at the top 0.5 percent and 0.1 percent of income tax payers, who respectively earn £236,000 and £650,000 in taxable income each year.


The top 1 percent of income tax payers are disproportionately male, middle-aged and based in London. A man aged 45–54 in London could be in the top 1 percent nationally while still needing a further £550,000 to be in the top 1 percent for his gender, age and region. Those born in the baby-boomer generation, who have benefited from rising house prices and generous final salary pensions, are disproportionately richer. And such patterns become more pronounced at even higher income levels. Almost half of the top 0.1 percent of income tax payers are based in London, over 40 percent are aged 45–54 and only 11 percent are women.3 The Resolution Foundation has calculated that to break into the top 10 percent of families by wealth, your savings, shares and income have to be higher than £670,000 per adult member of the family. Wealth of £105,000 per adult would put you in the top half of the population. By contrast, debt and a lack of property and pension wealth means the bottom 10 percent of families have less than £3 in wealth per adult.4


The Organisation for Economic Co-operation and Development (OECD), tasked with improving economic performance across the world, has calculated that the middle-class financial threshold for a two-person household living in the UK registers at between £1,711 and £4,561 per month after tax. Using the OECD figures a couple earning more than £79,648.55 can safely describe themselves as rich.5,6 This is lower than the UK government’s own figure of £94,200 before tax for the median income of a couple in the top tenth decile of UK earners.7


The levels of wealth required by foreigners who come to Britain are set higher than for those of our own citizens. Under the golden visa scheme for wealthy immigrants the Home Office will offer a right of residence if the applicant has £2 million to invest in the UK. This grants very rich investors the right to settle in the UK after 5 years. Should they have £10 million in earnings and investments, they are allowed to shorten the process and apply to reside here after just 2 years.8 At the lower end, you may be turned away if you don’t earn enough money. The Centre for Social Justice, co-founded by former Tory leader Iain Duncan Smith MP, has urged the government to set the minimum salary for immigrant workers coming to the UK after Brexit at £37,700. That is £7,000 more than the average British wage and £13,000 more than the starting salary of a nurse. Under these rules immigrant workers who don’t meet this means test will be excluded from Britain.


Accumulating riches is an organic and often transient endeavour. We need time to make our money and when we do we may not have it for long. The top 1 percent of income tax payers are not a fixed group – a quarter of those in the top 1 percent in 1 year will not be there the next. After 5 years only half will still be in the top 1 percent. As a result, someone has a much higher chance of being in the top 1 percent at some point in their lives than they do in any given year. Furthermore, 3.4 percent of all people (and 5.5 percent of men) born in 1963 were in the top 1 percent of income tax payers at some point between 2000 and 2016.9


We live in a neo-liberal capitalist society that makes us compete against one another for our wealth and worth. So it is understandable we should want to know how well we are performing compared with work colleagues, neighbours and family. Culturally we do this by comparing annual salaries, although of course the British are rather shy about sharing this very personal information and opening ourselves up to judgement. But we do know that in the UK in 2019, the median annual salary was £30,420 (£585 a week and £24,220 a year after tax and National Insurance) according to the Office for National Statistics.10


However, valuing ourselves around the median annual salary isn’t all that informative. The statisticians at the IFS have developed an online calculator, which gives us a much more nuanced view. Rather than just using a crude salary, their algorithm takes account of the size of the family and includes all the income contributed by all the household adults, while also making deductions for income taxes, National Insurance and council tax. Using the median full-time salary of £30,420,11 and allowing for two adults and two children under thirteen with a council tax of £1,000, the IFS result reads: ‘You have a higher income than around 35 percent of the population – equivalent to about 22.5 million individuals’.12


But we want more. Our high salary suddenly doesn’t seem quite so important if our friends somehow still manage to live in a bigger house, take more holidays or drive a very expensive car. Perhaps a better test of an individual’s riches is disposable income. According to the ONS, in 2018 households in the bottom 20 percent of the population had on average an annual ‘equivalised’13 disposable income of £12,798, while the top 20 percent had £69,126.14


We are in a constant state of material progression from a fixed starting point to a golden retirement, with markers highlighting our financial and material achievements along the way. Those in their sixties – the baby-boomers – are the wealthiest age group, with average wealth equivalent to £332,000. Many are at the end of a career and have had time to accumulate savings, pensions and property. By contrast, those in their eighties have £186,000 in wealth, while individuals in their thirties have £55,000. Twenty-somethings, who may be on the first rung of the career ladder with no accumulated earnings behind them, have just £2,000.15 Accordingly, Thomas Stanley and William Danko, authors of a 1990s study on the nature of wealth, The Millionaire Next Door, have devised an elegant formula for working out your average net worth based on age: multiply your age by your pre-tax income, and divide by ten. So if you are 30 years old and earn the median salary of £30,420, your individual score is 91,260. And you can measure that against others, not just of your age but further on in their careers.


We may make a ballpark assessment of how well someone is doing by their career choice, but looks can be misleading. True, a top Queen’s Counsel can earn in excess of £2 million a year, whereas the highest-earning bricklayer will reach peak earnings at £90,000.16 But it is perhaps reassuring to know that the median earnings for a barrister are £60,00017 while the median bricklayer’s pay packet amounts to £42,000.


It’s also worth looking at things from another perspective entirely: the ‘Giving What We Can’ evaluator is part of the Centre for Effective Altruism and is the brainchild of Toby Ord, an Australian moral philosopher. By entering your net income – say our £30,420 median salary for a family of four – our apparently bog-standard earnings instantly look pretty rosy, putting us among the 16.3 percent richest of the global population.18


Does this comfort us or contextualise our privilege in a meaningful way? Does it identify who is really rich in Britain today?


I have taken a basket of estimates from the government and the private sector (largely discussed above), which all convey benefits or penalties for the highest earners and then found an average (mean) figure for the UK. Gathering all these different perspectives together, we can say that if you as an individual earn a salary of more than £103,427.62, you can call yourself rich.19


Now let’s find out why so few of us will ever achieve it.





2


SURVIVORS


THE INSURANCE SALESMAN WHO DIDN’T LEAVE HIS HOME FOR 4 YEARS


I first met David in a waiting room of an advice charity where he was chatting up a pregnant, homeless Bulgarian woman.


As I greeted him in the doorway he enthusiastically informed me, ‘I told her I liked her and I asked her on a date, but I don’t think she wants to go’.


I looked across at the woman, now obliviously tapping away on her phone, worried that he might have been harassing her.


David is 63 years old, has long, lank grey hair and struggles with his weight. His rambling attempt at a chat-up didn’t even register with her. Her own problems had silenced most of life’s peripheral noises. She was at least 6 months pregnant, with two other kids at home being looked after by her out-of-work brother. She had run out of money. Her commitments to her children meant she couldn’t work and now Brexit was threatening to return her to Bulgaria where she feared her abusive husband would soon find her.


David hadn’t really noticed her either. He suffers from bipolar disorder, and this was one of his up days. It is a feature of his condition that he speaks to everyone he comes into contact with when he feels well enough to go out. He’s all over them with propositions and promises which he can’t possibly deliver. On bad days he doesn’t leave his flat.


There was a period in his life when his illness was so bad he hadn’t been able to leave his flat for 4 years. He just couldn’t summon the mental strength to engage with the world. He was fortunate that his sister brought him food and tidied up every now and then. She also dealt with some of his more pressing correspondence. But for 4 years he had almost no human contact.


David wasn’t always so ill-equipped for life. He once enjoyed a good job in the City selling building insurance to restaurants. He could afford to take out a mortgage on a modest two-bed house in Woking, well inside Surrey’s affluent commuter belt. Shortly afterwards he met a girl, Wendy, on his train to work, and the two began a long-term relationship. She moved in with him. In those days David’s future was pretty bright.


But then the recession hit – not the last one, but the one in the early 1990s when the rapid increase in house prices resulted in an overheated housing market – and David’s home was plunged into negative equity. The property slump followed the late 1980s housing boom which had in turn been driven by steep interest rate cuts to maintain the pound’s competitiveness against the deutschmark. It was a recipe for financial disaster. The interest rate cut set off high inflation.1


By 1989 the base rate had jumped from 7.5 to 15 percent, transforming once-affordable mortgages into financial millstones around hundreds of thousands of first-time buyers’ necks. But the final screw was turned when the John Major government decided to join the European Exchange Rate Mechanism (ERM), effectively locking Britain into Germany’s high interest rates. The City could smell a profit. Over the previous months speculators like George Soros, an extraordinarily wealthy hedge fund manager, had been building a huge ‘short’ position in sterling that would become immensely profitable if the pound fell below the lower band of the ERM. A ‘short’ is an invidious investment strategy because you can only profit if a business, industry or currency fails. Soros and the other hedge fund speculators had sold sterling at its high water mark with an option to buy it back when it fell. They rightly judged that the linkage between the two economies looked highly vulnerable – although not as vulnerable as when the financiers made their move.2


They gambled that the Treasury would be unable to keep sterling at the high rates of exchange that it was now locked into. As the British economy struggled to match Germany’s, the UK government tried to prop up the depreciating pound. John Major’s Chancellor, Norman Lamont, raised interest rates to 10 percent and authorised the spending of billions in foreign currency reserves to buy up the sterling being sold on the currency markets. For a short while this prevented the pound falling below its minimum level in the ERM.


Then the money men made their move.


On Tuesday, 15 September 1992, Soros’ Quantum Fund began a massive sell-off of sterling – $10 billion’s worth. George Soros led a field of speculators who, after borrowing UK gilts, started selling them and then buying them back later at even cheaper prices. They repeated the trick every few minutes, making a profit every time.3


The more the UK government fought back by propping up the pound, the more the speculators stood to gain. Britain finally hoisted the white flag on 16 September 1992, when the government was forced to withdraw sterling from the ERM. That day has gone down in economic history as Black Wednesday and it cost the UK Treasury £3.4 billion. The speculators, meanwhile, won personal fortunes. Soros alone made over £1 billion in profit by short selling sterling, winning the epithet ‘the man who broke the Bank of England’.


All economic breakdowns have echoes in past financial crashes. Soros can be compared to Jesse Livermore, an American stock trader who shorted the markets in the crash of 1929 and walked away with $1.4 billion in today’s money. Soros parlayed his 1992 gains into a net worth of $23 billion. In hindsight, the gamble looked like a no-brainer. Sixteen years later the same gamblers shorted the 2008 housing markets, turning 1992’s millionaires into billionaires and making Soros even more money.4


But Britain’s calamitous withdrawal from the ERM in 1992 didn’t only have an impact on property prices. Record numbers of businesses up and down the country failed.5 Among them was David’s employer, a small insurance business in the City specialising in selling or ‘brokering’ business insurance for Indian restaurants. These ‘tandoori-boom’ restaurants, which had rapidly expanded by buying up overpriced prime real estate in London, were particularly vulnerable to falling property prices and high interest rates. When they started to tumble, the knock-on effect left David’s company badly exposed. Hit by huge claims from the restaurants and a vanishing business model, the owners started laying people off.
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