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Proposal
The Chartered Institute of Management Accountants® (CIMA®) urges the UK Government to:
XXQuadruple the Lifetime ISA annual contribution limit to £16,000 to help young savers.
XXIncrease the maximum government bonus to £4,000 per annum, paid as a 25% bonus on personal
contributions made.
XXSeparate the LISA contribution limit from the current ISA limit of £20,000. Savers will be able
to save up to £20,000 in their ISA each year and an additional up to £16,000 in their LISA plus
a government bonus.
XXAll other existing LISA rules will remain the same, including the age-related and purpose-based
restrictions on withdrawals. The LISA will help young savers buy their first home or provide for their
retirement as currently.

About CIMA
The Chartered Institute of Management Accountants (CIMA), founded in 1919, is the world’s
leading and largest professional body of management accountants, with members and students
operating in 179 countries, working at the heart of business. CIMA members and students work
in industry, commerce, the public sector and not-for profit organisations. CIMA works closely
with employers and sponsors leading-edge research, constantly updating its qualification,
professional experience requirements and continuing professional development to ensure it
remains the employers’ choice when recruiting financially trained business leaders. Chartered
Global Management Accountant® (CGMA®) is the most widely held management accounting
designation in the world. It distinguishes more than 137,000 accounting and finance professionals
who have advanced proficiency in finance, operations, strategy and management.
CIMA is a founding member of the Association of International Certified Professional Accountants®
(the Association), which combines the strengths of the American Institute of CPAs® (AICPA®) and
CIMA to power opportunity, trust and prosperity for people, businesses and economies worldwide.
It represents more than 650,000 members and students in public and management accounting
and advocates for the public interest and business sustainability on current and emerging issues.
In the UK alone, CIMA has more than 80,000 members working across all sectors. With broad
reach, rigour and resources, the Association advances the reputation, employability and quality of
CPAs, CIMA and CGMA designation holders and accounting and finance professionals globally.
One of the core missions of the organisation is to develop research and analytical thinking of
the challenges faced by our management accounting professionals and also the wider and
global finance sector.

Contact
For further information about CIMA and its submission, please contact Ross Archer,
Lead Manager — Public Policy at ross.archer@aicpa-cima.com.
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The issue – overview
Many young people who have been to university have
substantial debt. They face uncertain employment
prospects. Pre-pandemic young people were not
saving much as the figures below reveal. This is
likely to get worse as the economic damage the
pandemic caused hits. Allowing young people to
build wealth and encouraging homeownership,
a form of forced saving, will increase political
stability and create a more prosperous society.
XXBetween 2008 and 2017 the percentage of 22 to
29-year olds who owned a home declined from
37% to 27%.1
XXMore than half (53%) of 22- to 29-year-olds had no
money in a savings account or an Individual Savings
Account (ISA) from 2014 to 2016.2
XXThe gap is wide for those with savings in savings
accounts or ISAs (47%). The top 10% of savers had at
least £15,000 put away from 2014 to 2016, while the
bottom 10% had saved less than £100.3
XXSimilarly, the Financial Conduct Authority (FCA)
has found that 'half of all 20- to 29-year-old have no
retirement resources. Of those age 30 to 39, half have
less than £30,000 saved'.4
XXThe FCA has found that around 30% of individuals
(aged 20–80), about 14 million people have ‘little or
no wealth'.5 The median individual level of wealth is
£86,000, of which 19% is pension wealth and 79% is
property wealth.6

What does this mean
in practice?
XXThe LISA Government Bonus will be applied at a rate
of 25% on personal contributions made (as with the
existing LISA). Those paying in £16,000 personal
contribution will receive the maximum £4,000
Government bonus. Those paying in less will receive a
lower bonus.
XXAn age limit of under 40 to open a LISA and up to 50
to contribute will continue to apply.
XXLISA savers will be able to amass £20,000 per annum
in their LISA inclusive of the Government bonus and
personal contribution. Under the new rules:
• A saver could contribute £12,000 more to their LISA
each year than the current rules allow, while still
retaining their full ISA allowance.
• A saver could contribute up to £4,000 more to their
ISA each year than is currently the case if they are
also making the maximum annual LISA contribution
because the LISA contributions will no longer count
to their ISA allowance.
XXIndividuals should be able to contribute up to £36,000
between the two pots (their LISA and ISA) per annum
and receive a Government Bonus of up to £4,000 in
their LISA.

Savings help individuals ride out difficult economic
periods without resorting to UK Government support.
LISAs help young individuals build wealth by assisting
them to get on the housing ladder and build flexible
retirement savings.

Economic outlook improving, but data shows huge SME debt challenge remains | EY UK
UK SMEs are turning to new sources of finance as they struggle to access funds (bmmagazine.co.uk)
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Why are these
proposals needed?
XXA higher savings rate — This will enhance the incentive
to save for the long-term. These savings will help
boost UK investment and UK economic performance.
The former Bank of England Governor Mark Carney
stated more investment both private and public was
needed to boost UK growth.7 The Harrod Domar
Model suggests that increased savings have a
direct and positive relationship to the level of
economic growth.8
XXIncreased flexibility — The higher LISA allowance will
provide self-employed workers with greater ability to
save more for their retirement in a product they can
still access in an emergency.
XXIncreased choice — The changes will allow savers to
choose products that best suit their needs.
• If easy access is a priority, the ISA will be most
appropriate. If they are saving for a first home, the
LISA will make sense and a higher rate taxpayer
may prefer to save in a pension.
• It will encourage those that have received
irregular cash lump sums through a bonus,
gift or inheritance to direct this towards their
long-term savings rather than short-term
consumption helping to build wealth and increase
self-reliance.
XXTargeted help for young homebuyers — It is unlikely
that many savers will be able to save this much each
year. It will provide targeted help for young savers
nationwide — and especially those in areas with high
house prices — to save the deposit they need faster.
This is preferable to providing additional government
backing for younger people to borrow larger sums.
XXIncreased resilience and lower future demands on the
taxpayer — Larger deposits will mean savers have
greater protection against negative equity if house
prices drop. This is preferable to encouraging people
to borrow more. The existing cap that says only
houses worth £450,000 or less can be bought with
these savings will remain.

Cost implications
HM Treasury estimated in 2016 that the existing LISA
scheme would cost the Exchequer £850 million this
year (2020–21) with the £4k limit so a higher LISA limit
will cost more.9 10 The annual amount invested in LISAs
rose 24% between 2017–18 and 2018–19 (£486 million
in 2017–18 to £604 million in 2018–19).11 The number
of LISAs opened increased by 45% to 223,000 between
2017–18 and 2018–19.12 The LISA product is becoming
well established.
So far, £1.09 billion has been paid to LISAs between 2017
and 2019,13 this means government bonuses have cost
around £272.5 million so far, of which £151 million was
paid in 2018–19. Assuming the increased limit doubles
the annual amount invested in LISAs this policy would
cost an additional £151 million per year.
A higher LISA limit will lead to:
XXLower long-term costs to the taxpayer as increased
homeownership and higher long-term savings reduce
dependence on state support
XXSome of the savings may be diverted from other
savings vehicles such as pensions that can attract
higher government support.
XXIn addition, a higher savings rate will provide more
funds to UK banks to fund the investment that is
needed to boost UK productivity.

For more information about these
proposals and CIMA’s other policy
suggestions for economic recovery
and paying back the costs of the
pandemic, please read our report
Budgeting for Recovery and a Long-Term
Economic Future for the UK.

Stable financial backing for SMEs is crucial | SMEforGrowth.co.uk
https://www.romeconomics.com/harrod-domar-model-explained/
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