
 

The Rt Hon Rishi Sunak MP  
Chancellor of the Exchequer  
HM Treasury  
1 Horse Guards Road  
London  
SW1A 2HQ 

 
1st March 2021 

 
Dear Chancellor, 

Budget 2021: five priorities for a green and fair economic recovery 

This is the last budget before the UK hosts the COP26 climate summit in November. It will be a 
litmus test of the UK’s ability to show leadership and deliver action on climate and nature, and will 
be viewed by the world as such. The budget must set the UK firmly on the path to a green 
recovery. Do that well, and the Government can deliver on promises to level up the nation, while 
building back fairer by reversing the pre-existing inequalities worsened by the pandemic.  

We are writing to offer five priorities for action. These are informed by a meetingi of the APPG on 
the Green New Deal and the APPG on Limits to Growth, which explored with leading experts what 
the budget needs to include to deliver a green and fair recovery. Every decision that the Treasury 
makes should be through a climate, nature and equality lens, and this budget must be the start. 

1. Now is the time to stimulate, not ‘consolidate’ 

With unemployment forecast to rise to 2.6 million by the middle of the year, this budget must be 
delivered in stimulate mode not consolidate mode. Institutions from the OECD to the IMF and the 
IFS are as one in their assertion that now is the time for governments to invest. According to the 
OECD’s chief economist Laurence Boone, we have entered a new era of ‘debt sustainability’ii. As 
Lord Turner set out at our pre-budget meeting, debt is sustainable not only because of historically 
low rates of interest, but also because, if necessary, some of the Bank of England’s asset purchases 
through the pandemic could simply be written off.  

In the short term, government borrowing at zero to negative interest rates can provide the 
resources needed for a green recovery. Such borrowing would be good for the climate, good for 
nature, good for jobs, good for equality and good for the recovery. Locking in large scale green 
investment now is the basis for longer-term stability.  

2. Create over a million good green jobs with targeted investment of £48 billion 

A priority for Government investment must be to invest in the creation of good, well-paid, jobs 
that also advance progress towards the UK’s climate and nature goals. According to the New 
Economics Foundationiii, investment of £28 billion in energy efficiency, insulation, ground source 
heat pumps and other decarbonisation measures over the next 18 months could unlock 400,000 
jobs over next two years, directly and through the supply chain. An additional investment of £20 
billion in social infrastructure would create critical jobs in local services and public health, yielding 
an additional 700,000 jobs. These jobs are not only local to every community; they are inherently 
low in carbon. 

3. A tax system to support a green and fair recovery  

A thoughtful approach to tax can support a green and fair recovery. Carbon and environmental 
destruction can be taxed in ways that have positive distributional impactiv, drawing on the model 
of the proposed frequent flyer levy, for example. Progressively reducing tax breaks for polluters 

 
 

 
 
 



 

would incentivise the transition from fossil fuels, driving change in high carbon sectors and 
supporting the innovation that will help the net zero transition. 

Tax Justice UK have shown that there is significant public support for some form of wealth tax, 
including 64% of Conservative voters. Wealth is currently undertaxed in a range of areas. 
According to the Wealth Tax Commission, led by the LSE and the University of Warwick, a one off 
5% tax on wealth over £2 million could raise £80 billion.v There are also practical and ethical 
arguments in favour of a windfall tax on businesses that have profited from the pandemic, and for 
the hypothecation of the revenue from such a tax. 

4. Update the Bank of England mandate on climate 

This Budget must prioritise measures to align the financial sector with the UK’s climate and nature 
goals. The Treasury should update the Bank of England’s mandate to the extent required to ensure 
its activities, and those of banks that it regulates, are fully aligned with the 1.5o C goal of the Paris 
climate agreement. Currently, the Bank of England’s £20bn corporate bond purchase scheme is 
aligned with 3.5o C warmingvi, and allows the Bank to buy debt issued by fossil fuel companies 
such as Shell and BPvii. The Treasury should also work with the Bank of England to accelerate 
projects which deliver sustainable job creation, for example by helping to finance a National 
Infrastructure Bank, and by introducing environmental incentives to its Term Funding Scheme, 
which provides cheaper funding to lenders.  

5. Towards a Wellbeing Budget with new measures of progress to guide a green recovery 

This Budget should mark a turning point towards new measures of economic progress. The 
success of the UK’s economic recovery should not be judged mainly in terms of GDP growth, but 
on the extent to which it enhances the health and wellbeing of individuals, communities and the 
environment. That means the Treasury targeting and reporting on the economic, social, 
environmental indicators that determine whether people can live healthy and fulfilled lives.  

The Wellbeing Economy Governments (WEGo) allianceviii showcases alternative economic 
approaches already being adopted at national and regional level. This includes New Zealand, 
which implemented the world’s first Wellbeing Budget using a ‘living standards’ framework that 
has been operationalised for budgetary and spending decisions across governmentix. As 
Chancellor, we look forward to you championing the Treasury-commissioned Dasgupta Review, 
which calls for urgent and transformative change in how we think, act and measure economic 
success to protect and enhance our prosperity and the natural world.  

With the UN report 10 New Insights in Climate Science 2020x warning that economic stimulus 
focused primarily on growth would jeopardize the Paris Agreement, the UK, as host of COP26, 
should be leading the world towards a new economic paradigm, fit for the 21st century, where we 
repurpose the economy to serve the wellbeing of people and planet, today and tomorrow.   

We urge you to consider our proposals in full as you prepare the last budget before COP.  

Yours sincerely, 

Caroline Lucas MP 
Clive Lewis MP 
Debbie Abrahams MP 
Wera Hobhouse MP 
Dr Lisa Cameron MP 
Ben Lake MP 
Claire Hanna MP 
Stephen Farry MP 



 

Liz Saville Roberts MP 
Nadia Whittome MP 
Beth Winter MP 
Barry Gardiner MP 
Alan Brown MP 
Tony Lloyd MP 
Sarah Olney MP 
Baroness Jones of Moulescoomb 
Baroness Lister of Burtersett 
Baroness Bennett of Manor Castle 
Baroness Tyler of Enfield 
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