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We live in an age of rising inequality and 
mass discontent in which the classic socialist 
remedies – state ownership of segments of the 
economy, labour and welfare polices – don’t 
seem to work well. Remodelling Capitalism 
wants to shift the capitalist system in a more 
progressive direction by building up social 
welfare funds (SWFs) that would be managed in 
the interests of the broader population. 

Economically, the proposal looks sound, as 
described below. The real question is socio-
political – does the UK want to shift 2.5% of GDP 
each year from the rich to the population as a 
whole? 

The argument of Remodelling Capitalism can be 
summarised in four steps:

1. Raise a large and rising amount of capital 
via progressive taxes, mostly on wealth. (The 
authors suggest up to 2.5% of GDP each year.) 

UK tax rates have been slashed in the last 
35 years and are not high by international 
standards. Raising them modestly would have 
little effect on incentives, investment and 
growth. (Right wing politicians would claim 
otherwise. They are wrong.) 
 

The authors propose the clever idea of a 0.5% p.a. 
scrip tax on the FTSE 350, slowly diluting the 
holdings of large shareholders. The SWFs could 
hold the shares in scrip, rather than selling them 
right away, while investors seem to regard share 
issuance in a more favourable light than taxes on 
earnings. This would be roughly equivalent to 
raising tax rates on profits by about 3.5%, which 
would still leave UK corporate taxes competitive 
on the global scene.

2. Give the money to Social Wealth funds, to be 
managed independently of government. 

This is a key point: in many countries, 
governments view Sovereign Wealth funds 
partly as moneyboxes, to be raided when they’re 
in need, and the same might happen to SWFs. 
Another danger is that government might cut 
back on its welfare budget pari passu with SWF 
spending.  

3. Invest the money internationally in high-
yielding assets, led by equities, that should 
deliver 4% p.a. real after costs. 

Returns of 4% p.a. would beat the real growth of 
the economy by far and would probably also be 
ahead of the growth of the wealth of the rich –  
in which case the SWFs would indeed be a 
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force for equality in the UK. But the 4% number is 
ambitious: it seems to be based on the experience of 
the Norway Sovereign Wealth Fund over 1998-2017, 
which was a favourable period for global financial 
assets. With global equities now more expensive and 
global growth likely to be slower than in the last 20 
years, net real returns of 3% would be more plausible.

The authors suggest that professional fund 
managers should invest the capital of the SWFs. This 
is questionable. Globally, fund managers charge too 
much for their services – which could easily eat up 
60-80bp of returns p.a. It might be preferable for the 
SWFs to develop their own investment capabilities, 
which they would soon be big enough to do. This 
route could limit costs to less than 30bp p.a.

4. Use some of the income for a citizen’s dividend 
fund, or for social care. 

A citizen’s dividend fund would make sense and 
could be a small step towards a universal basic 
income system in a world of rising inequality with 
robots increasingly replacing people. It would take 
decades, though, for the SWFs to grow enough for 
their annual income to be material. UK citizens 
would have to be patient. 

The problem with social care is that a large 
portion of such spending is hoovered up by the 
middle classes. On average, older people are much 
wealthier than the rest of the population. It would be 
preferable instead to direct spending towards those 
old people who live in poverty. Or towards children, 
who are a far better investment; moreover, spending 
on children is more progressive than spending on 
the old.
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A New Approach To Tackling Inequality
Ursula Huws

The problems this paper addresses are real 
and pressing. In Britain today, an ever higher 
proportion of wealth is concentrated in the 
hands of the few, with no sign of this trend 
reversing. The contribution made by business 
to national revenue is in sharp decline; the 
corporation tax rate plummeted from 28% in 
2010 to 19% in 2017, and is set to fall further 
to 18% in 2020. Meanwhile there have been 
chronic shortfalls in the government resources 
available to pay for health, social care, education 
and housing. What is spent goes to meet 
current needs, with little investment in the 
future. Unlike Norway, the UK has not used the 
proceeds of North Sea oil or the income from 
selling off the national infrastructure and public 
assets wisely, but has frittered them away on tax 
cuts. Yet major investment will be required to 
prepare for future care needs as the population 
ages. A crisis is looming.

A socialist response to this challenge1 would 
tackle this head-on by raising corporation tax, 
employers’ NI contributions, income taxes on 
high earnings and property taxes and using 
the proceeds to pay for improvements in 
public services, including large investments in 
infrastructure, while introducing other policies 
that are redistributive from capital to labour, 
such as increasing the minimum wage and 
providing more generous benefits to those 
who are intermittently employed or without 
work. Such a strategy is ambitious, perhaps 
under present circumstances even utopian. It 
requires a new political consensus in favour of 
redistribution, debunking prejudices that have 
permeated thinking across a broad swathe of the 
political spectrum since the 1980s: that people 
will never vote for higher income tax; that taxing 
business will drive companies away and destroy 
jobs; and that allowing governments to manage 
services directly leads to waste and inefficiency.

Stewart Lansley, Steve Schifferes and Duncan 
McCann’s approach is more pessimistic, 
some might think more realistic, based on the 
assumption that no future government will 
grasp the nettle of increasing income tax, taking 
a bigger share of corporate profits, and thinking 
ahead for future generations.

They have come up with an elegant and, on 
the face of it, feasible solution that addresses 
some of these problems and side-steps others. 
Without sending out revolutionary scare signals, 
their proposed Social Wealth Funds would build 
up resources for future investment, creating 
funds that are insulated from the Exchequer’s 
day-to-day budget management and therefore 
less easy for the Treasury to raid to deliver 
crowd-pleasing tax cuts, whilst leaving fund 
management in the hands of experienced 
professionals in the City of London. But would 
it be genuinely redistributive from capital to 
labour? How, in practice, would companies be 
forced to commit a higher share or their profits 
to public use? If they do not, there is a risk that 
the introduction of a Universal Basic income 
could just become a means for redistributing 
from the poor to the even poorer. 

And, however well-meaning the intention 
behind Social Wealth Funds, what mechanisms 
could be put in place to protect them in the 
long term. Past attempts to involve citizens 
in the funding of state institutions provide 
a cautionary tale. Remember the National 
Savings Bank? It still exists, of course, with a 
back office run by Atos in Chennai. But the role 
it played from 1916 to 1976 in mobilising citizen 
volunteers to raise money for the national good 
is largely forgotten. 

 1 See my discussion paper: Ursula Huws, (2017), ‘A new 
bill of worker’s rights for the 21st century’, Compass 
Think Pieces, #92. http://www.compassonline.org.uk/wp-
content/uploads/2017/11/A-new-bill-of-Workers-Rights.
pdf
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Social Wealth And The Strategy Of New Socialism
Alex Williams 

Today is an era of peril and also of opportunity. 
We are witnessing the death-throws of the 
basic system of power that has ruled the UK, 
and much of the world, for the last thirty years, 
the epoch of neoliberal hegemony. What will 
replace this system of running the world, and 
how such putative replacements might operate, 
is today in contention. Alongside neofascist 
and reactionary ‘illiberal’ contenders, from the 
left has arisen what might be best termed ‘New 
Socialism’. New Socialism synthesises elements 
of the social democracy of the post-war era, 
with elements from more recent social and 
political movements, from the anti-systemic 
movements of the global 1968 to black civil 
rights, anti-imperialist, feminist, and alter-
globalisation movements. An urgent question 
for any mode of socialism must be: what is the 
socialist perspective on the control, distribution, 
and creation of wealth? This question has two 
intertwined elements: one of which is normative 
(what are we aiming for?) the other is strategic 
(how do we go about getting there?). 

The recently released paper by City University 
on social wealth funds gives a possible partial 
answer to such questions from a policy 
perspective. The authors suggest three potential 
models for a social wealth fund, from a citizens’ 
wealth fund, funding individual dividends via 
investments, to a social investment wealth fund, 
funding new or expanded public services via 
taxation, to urban wealth funds which would 
operate by consolidating public development 
land and acquiring private land to help tackle 
the housing crisis. 

If one of the major aims of the new socialism 
is a democratisation of the economy and more 
strongly the creation of new ways of living 
outside of the work relation, alongside negative 
commitments to end austerity and take apart 
neoliberalism, we can identify these proposals 
as strongly contributing to the negative 
proposition. Providing new sources for 

benefits (e.g. an annual citizen’s dividend and a 
grant of £5000 to all 25 year olds) and services 
(expanding social care and / or funding some 
components of universal basic services) would 
contribute to an ending of austerity as it has 
been practiced. The proposal to transform the 
ownership of public housing would make more 
substantive progress with undoing a material 
constituent of neoliberalism in opening up the 
housing market. 

However, it should also be noted that at least 
the first two proposed funds still enmesh us 
within the financial system, leaving it effectively 
strengthened given an influx of new investment 
funding. Such measures would need to be 
combined with proposals to regulate and tax 
the financial sector in new ways to prevent the 
state effectively shoring up its present powers. 
Looking more broadly, none of these proposals 
gets us that far along the way to achieving some 
of the more ambitious positive ends of New 
Socialism: democratising the economy and 
reducing the rule of work. 

To achieve such ends would entail a more 
combative stance on finance, corporate 
governance, taxation, ownership, and control of 
the national economy. The tension here which 
is picked out is one which is inherently strategic 
in form: how should we go about achieving 
our ultimate (or even proximate ends)? In 
what order of priority and with what resources 
should tasks be approached? From such a 
perspective we can see that a key tension within 
any New Socialist government will be precisely 
how it seeks to deal with wealth. Does it seek 
to run capitalism better than the capitalists 
(aggregating collective wealth through social 
wealth funds invested conventionally) or seek to 
use capitalism to transition towards something 
different (with new features such as democracy 
of control of the economy and the lessening of 
the grip of work on our lives). 
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In this sense we might identify the kinds of 
social wealth funds outlined in this report as 
potentially useful partial stepping stones, which 
might be able to strengthen an initial hand and 
help attack some of the basic social problems 
that we face, particularly around generational 
equity, social care, and housing. But from the 
standpoint of a more ambitious programme, 
seeking to fully supplant neoliberalism, they 
must of necessity be superseded in the long run. 
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