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Matched Savings: A different way of rewarding 
savings than interest, and used to augment small 
savings or regular savings in company or government 
schemes by ‘matching’ government or company 
contributions to what the saver has contributed in 
pre-defined proportions. There is a long tradition of 
matched savings, even if they are not normally under-
stood as such, e.g. public-sector and company pension 
schemes (both defined benefit and defined contri-
bution, though with very different levels of employer 
contribution). The Saving Gateway is an example of 
a government matched savings scheme, as are ISAs, 
where the government contributes the tax it would 
normally have taken.

Net assets (also net worth): Gross assets minus a 
person’s or household’s total debts or liabilities. (See 
also liability)

Nominal wealth: Wealth that is difficult to realize in 
full, and that is likely to be illiquid – property being 
perhaps the best example.

Pension wealth: The total value of what a person 
holds in pension funds. It is at some stages nominal 
wealth in the sense that its value has to be realized 
via annuities and lump sum payments on maturity.

Savings and investments: Savings are often 
thought of as an asset of sorts, typically held in cash 
and often contrasted to investments. Savings are 
about providing insurance for later expenditure, 
i.e. a kind of delayed expenditure. Investments can 
provide income and are seen as vital to the growth 
of the economy in general and entrepreneurialism in 
particular.

Subprime: Refers to loans where the rate of interest 
is significantly higher than the bank rate of interest. 
In the United States, the equivalent of the Bank of 
England’s interest rate is called the ‘prime’ rate, while 
loans that charge much higher sums are ‘subprime’.

Tangible assets: Things of value that can be 
touched, for example property, equipment and cash. 
Not all tangible assets are liquid assets.

Value Added Tax (VAT): A consumption tax on 
goods in the UK and throughout Europe.

Wealth: Savings plus investments (including pensions 
and housing) minus debts. (See also net assets)

Abbreviations
BME: Black and minority ethnic people 
CTF: Child Trust Fund 
DWP: Department for Work and Pensions 
IPPR: Institute for Public Policy Research 
ONS: Office of National Statistics (now National 
Statistics) 
SG: Saving Gateway
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Assets: economic resources. These can be tangible or 
intangible, and current or fixed. Sometimes the term 
‘assets’ is used to include financial assets only; that is, 
excluding housing and pensions values.

Collateral: An asset used to secure against a debt. 
Collateral is often required to get a loan, and it can 
also reduce the cost of a loan. If a debt is not repaid, 
the collateral can be seized by the lender.

Debt: See liability.

Equity shares: A model in which two or more 
entities share the value of an asset. For example, a 
homebuyer may purchase a portion, say 70%, of the 
equity of his or her property, with the remaining 30% 
being held by an investor, public body or partner.

Financial wealth: Savings plus investment (not 
including pensions and housing) minus debts.

Fixed assets: Assets that cannot easily be converted 
into cash (‘non-fungible’), e.g. equipment, land, 
buildings, computers, fixtures and fittings.

Gross assets: The total sum of a person’s or house-
hold’s savings and investments, including pension 
wealth and housing.

Individual Development Account (IDA): An 
account developed in the USA in the 1990s to 
increase the savings rate of low-income households. 
IDAs typically offer ‘matched’ savings rates, or other 
non-interest-paying mechanisms to grow their savings.

Individual Savings Account (ISA): An account 
developed in the UK in the 1990s (applied in 1999), 
to encourage savings by allowing investors to save 
and/or invest within a limited tax-free ‘envelope’. 
Government contributes the tax it would otherwise 
have taken.

Intangible Assets: Things of value that cannot be 
easily converted into cash or consumed directly, for 
example human capital, patents or copyrights. 

Liability: A present obligation from past action. In 
financial terms, these obligations are the same as 
debt.

Liquid Assets: Assets that can be easily converted to 
cash. Cash itself is the most ‘liquid’ asset.

Marketable wealth: Marketable wealth is more or 
less ‘liquid’, and includes savings and investments, but 
typically not pensions and housing. (See also financial 
wealth)

Glossary



Foreword

Wealth, and their relationship to it, preoccupies very many people in the UK today.
Whatever people’s lifetime aspirations and expectations of accumulating wealth, in reality very few 
ever acquire significant amounts of what researchers and policymakers call assets. While income 
inequality in the UK attracts more attention, asset inequality in fact outstrips it in significance, with 
wide-ranging consequences for us all, not least in terms of social mobility. In 2003, according to the 
Organisation for National Statistics, the wealthiest 1% owned about 20% of the UK’s marketable 
wealth, whereas in contrast 50% of the population shared only 7% of the total wealth. The National 
Equality Panel, reporting just this month, has found that whereas the top 10% of families in the UK 
have asset wealth in excess of £850,000, the bottom 10% of families can lay claim to less than £9000 
worth of assets – nearly 100 times less.

A cycle of inequality persists, often an intergenerational one: the less income you have the fewer 
your opportunities to accumulate assets; the fewer assets you have, the more you are likely to pay for 
credit, leaving you with less disposable income to save for accumulating assets. This link between assets 
and social mobility explains why our report focuses on asset-based policy, especially for groups that 
currently lack them.

For example, Black and minority ethnic groups are twice as likely as white groups to have no savings, 
with 60% of Black and Asian people in the UK having no savings at all. The National Equality Panel 
(2010) has disaggregated these data further, finding that whereas average household asset wealth 
among white families was £221,000, the figure for Pakistani groups was £97,000, for Black Caribbean 
£76,000 and for Black African and Bangladeshi groups only £21,000 and £15,0000 respectively.

Our report highlights gender too – women have less pension wealth than men and lower savings 
generally – and we discuss the impact of age on asset-holding. The lifetime consequences for people 
who do not have assets and do not accumulate assets as they age are wide ranging, and include:

Limited access to higher education•	
Lack of options in choosing your first job•	
Limits to the amount of time you can devote to childcare•	
Decreased capacity for buying or renting a property of your choice•	
Restricted ability to travel, socialize, have a fulfilling retirement and more besides•	
Problems with access to affordable credit•	

Yet for many, the notion of saving with a purpose has lost its meaning since credit has taken over as 
the way of paying for key purchases, even very expensive ones. And although 100% mortgages are 
almost extinct in the fallout from the financial crisis, the size of deposit needed to buy a property has 
reduced significantly over time and people have been allowed to borrow more.

The consequence of this balloon of borrowing is a mountain of debt. And since 2008 we have 
become less sanguine about the size and security of these debts – and of the wider financial system – 
as their effects on our economy have become clearer. Now would be a good time for government to 
seriously examine the value of promoting savings, asset building and better financial management in 
general, and support a more solid future for all by responding with constructive short- and long-term 
policy proposals.

With this purpose in mind, our report examines, in some detail, who has assets and who does not. It 
discusses the variety of reasons why assets matter, both socially and financially. And it proposes ways to 
increase asset-holding so that everyone in the UK has a better chance of realizing their aspirations and 
participating in a more socially responsible and egalitarian British society.

Dr Rob Berkeley
Director, Runnymede Trust
January 2010
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This report considers the role of assets from the 
perspective of ethnicity. more broadly, it evaluates 
how assets are currently distributed among people 
of varying characteristics, and whether measures 
could be taken to increase asset-holding in the 
united Kingdom today. In our report we refer to 
these measures as ‘asset-based’ or ‘asset-building’ 
policies. One of our key findings is that Black 
and minority ethnic (Bme) people have fewer 
and lower-value asset-holdings than white people. 
although there are many reasons for this lower 
asset wealth, asset-building policies could poten-
tially provide Bme people with different and 
multiple benefits.

having few or minimal assets – or indeed 
having no assets – will cause problems for people 
who run into financial difficulty or require 
emergency funds to buy a product they need. 
assets can also impact on people’s capacity to take 
up everyday financial goods and services. There 
is evidence that those who save early on in life 

are more likely to save through their lifetimes and 
build up assets this way. evidence also tells us that 
assets, whether saved for or otherwise acquired, 
have a marked effect on a person’s life-chances. 

assets have developed a particular importance 
for thinkers on both the left and right of the 
political spectrum. Whether to defend the impor-
tance of property rights or to link the distribution 
of assets to citizenship status or to identify a 
wider ‘asset effect’ on people’s attitudes towards 
and behaviour in markets, political thinkers and 
activists have for some time ascribed a role to 
assets beyond their financial implications.

Key observations and data on asset distri-
bution and equality
The report divides into four main sections and a 
conclusion. Key findings, summarized section by 
section, are tabulated on pp. 5, 6 and 7. Within 
the body of the table, we expand on the six main 
findings highlighted above

Executive Summary

Six main observations about the importance of assets

Asset inequality significantly affects many people in the UK, including Black and •	
minority ethnic people, and should be a concern of policymakers. 

Financial inclusion policy fails to take adequate account of asset-building policies, •	
despite the fact that assets are even more unequally held than income and directly 
affect financial inclusion. 

Assets are important because they have clear financial benefits, but they can also •	
improve people’s life-chances and social relations. 

Asset-building policies should go beyond consumer choice and financial goals to •	
consider their impact on reducing social inequalities.  

Alternative policies have the capacity to deliver the benefits of holding assets to •	
everyone, but introducing these policies will require political leadership.

To benefit the worst off, assets must be financially stable, and also provide above-•	
inflationary increases, something markets can’t always reliably deliver.



Key observations and data on asset distribution and equality tabulated (1)

Section 1 Section 1 surveys the evidence on asset-holding in the UK, with particular reference to 
ethnicity, gender and age

1.1 Asset distribution Assets are far more unevenly distributed in the UK than income. Anywhere from 10–20% of people 
have no assets at all, whereas the highest-earning 10% have half of all assets.

‘The wealthiest 1% owned approximately a fifth of the UK’s marketable wealth... Half the population 
shared only 7% of total wealth’ (http://www.statistics.gov.uk/cci/nugget.asp?id=2)

Two-thirds of households in Britain have less than £3000 in non-housing savings and assets.

Assets are very unevenly held in the UK (as section 1.1 of our report explores). By documenting the evidence on asset-
holding in the UK, we show just how many people lack adequate assets and how inequitably these assets are distributed 
compared with income. We explain the causes and effects of having very few assets, or none.

1.2 Housing, assets and 
policy

Roughly 70% of UK homes are owner-occupied. Fully 40% of the total wealth in the UK, or £6875 
billion, is held in housing. 

In 2003 the most wealthy 50% owned 99% of the non-housing asset wealth; put another way, half the 
UK population owned only 1% of non-housing assets.

As an asset, housing is not only fairly illiquid, but its value is often ‘nominal’. Whatever the valuation of 
a property, homeowners rarely realize this full value, especially as an asset. 

Housing is not just an asset. Everyone needs a place to live, and people derive real financial and 
emotional benefits from living in homes that they own. The legitimate aims of housing policy will not 
always coincide with the goals of asset-building policies.

1.3 Assets and ethnicity Every Black and minority ethnic (BME) group is less likely to have savings, and less likely to have 
large amounts of savings, including ISAs, premium bonds and stocks and shares. Over 60% of Asian 
and Black British people have no savings at all, twice the rate for white people.

BME people have a much less diverse range of types of saving products, no more than one-third as 
many as white people.

While Bangladeshis (55%), Pakistanis (45%) and Black Africans (30%) are particularly likely to work 
in low-income employment, all BME groups have lower incomes than white groups; this affects their 
ability to build up savings.

Some BME groups have very low home-ownership rates, especially Bangladeshi, Black African and 
Black Caribbean groups. Those who do own homes, e.g. Pakistanis, may own properties of less 
value.

Black and minority ethnic people have low levels of assets (section 1.3 of our report examines the situation). It is hardly 
surprising that migrants and their children have fewer assets than those with generations of inherited wealth in the UK. We are 
not referring only to the well-off, but people who over multiple generations have inherited money or property from parents or other 
relatives. This disadvantage for relatively recent migrants is compounded by higher rates of unemployment and in-work poverty 
among almost all BME groups. If BME people were starting out with more assets to support them, they might not have to take up 
low-paying jobs with poor prospects for further training and promotion.

1.4 Assets and gender Because assets are usually measured in terms of households, it is not easy to measure women’s 
assets precisely.

Women have far less pension wealth than men, and because of lower earnings over a lifetime they 
also hold lower savings generally, as much as 40% less than men’s savings.

Women have less savings because of the gender pay gap, because they work fewer hours, and 
because they are more likely than men to leave paid employment for caring responsibilities.

1.5 Assets and age Asset-holdings increase with age and peak at 60–64. Most people under 30 have negative financial 
wealth and few assets. By the time people are over 80, however, their median wealth is only £8000 
compared to £26,000 for people aged 60–64.

Older people may be asset-rich but poorly off because they cannot easily access the capital in their 
home or other assets. They may end up selling their homes for financial or other reasons.

Inequalities in savings and assets increase as people leave the labour market. For retired households 
in the bottom quintile of UK society, 82% of their income comes from cash benefits (mainly their state 
pension), whereas among the wealthiest quintile this figure is only 27%. 

Given the younger age profile of BME people, they will be less able to avail themselves of familial 
redistribution of assets over generations, raising significant questions for social mobility. 

Khan: Why dO aSSeTS maTTeR?   5
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Section 2 Section 2 addresses the aims of asset-based policy. Five justifications are identified and 
explained.

2.1 Financial/Wellbeing 
arguments

These arguments for asset-building highlight their importance in improving people’s financial 
wellbeing: either because of the importance of assets for participating in the wider economy (i.e. 
financial inclusion); or because people need a basic level of assets to live a decent life. Low levels of 
asset-holdings can reduce the possibility for saving and investment in the wider economy, 

2.2 Distributive concerns Arguments about asset distribution: efficient markets require everyone to be able to access and 
compete on fair terms; while fair life-chances require a more equitable distribution of assets.

2.3 Behavioural  
arguments

Owning assets has widespread and diverse effects on people, especially on their confidence, ability 
and willingness to engage in the economy and plan for the long term: ‘while income feeds people’s 
stomachs, assets change their minds’ (Sherraden (1991) Assets and the Poor, p. 13).

2.4 Citizenship Some asset-based arguments focus on the idea that people ought to hold a ‘stake’ in their society. 
Equal participation arguably requires people to have some minimal level of assets; ‘having a share’ in 
a community perhaps corresponds to the notion of ‘community cohesion’.

2.5 Freedom-based  
accounts

Political thinkers and activists have long linked asset-holding with individual liberty. Economists 
sometimes argue that a right to property is a foundational freedom on which all others rest, an 
argument that is also prominent among philosophical libertarians.

Left-leaning strains in the liberal tradition have said that for people to make free choices they 
should not be forced to work in conditions they would otherwise reject in order to survive. If people 
had assets they might consider alternative employment, training or education, allowing them more 
freedom to choose the kind of life they would like to lead.

In Section 2 of the report we have been considering and clarifying why assets matter. Among the possible benefits that 
derive from the possession or acquisition of assets are: improving people’s financial status and decision-making, changing 
people’s behaviour, improving opportunities, promoting personal autonomy, fostering basic citizenship, facilitating access to better 
housing, upgrading labour market outcomes, encouraging community cohesion, supporting greater economic efficiency and, 
beyond that, (national) economic growth and fiscal stability. Such a range of possible benefits demands a variety of assessments 
of existing or possible asset-building policies (addressed in Sections 3 and 4 respectively), whether in terms of justifying a 
particular policy, or evaluating whether a policy has achieved its intended outcomes. For example, a policy that intends to improve 
life-chances must have more wide-reaching effects than one that simply aims to provide people with savings to pay for basic 
goods, such as washing-machines or boilers.

Key observations and data on asset distribution and equality tabulated (2)

Section 3 Section 3 evaluates existing asset-based policies, and how they have been justified by 
policymakers

3.1 Government under-
standing of asset-building 

Existing asset-building policies such as the Child Trust Fund and Saving Gateway seem to fit 
behavioural and perhaps poverty-alleviation aims better than other ‘asset-effect’ aims, though the 
Treasury recognizes the value of social justice arguments as well.

3.2 Child Trust Fund With the Child Trust Fund, wealthy parents are likely to be able to provide their children with a fund of 
£30,000 or more, while poorer children will likely end up with less than £2000. This outcome undermines 
social justice goals, and increases inequality.

3.3 Saving Gateway 
Scheme

Studies suggest that only 12% of the bottom quintile will benefit from the Saving Gateway, so this 
scheme might be more usefully interpreted as a poverty alleviation measure.

BME people might receive a slight advantage from both of these policies: because they have a 
younger age profile (and so proportionally more of them will have a Child Trust Fund); and because 
they are more likely to be disadvantaged (and so qualify for the Saving Gateway).

3.4 Housing and  
asset-based policies

Alternative home-ownership policies are less developed. They could achieve an asset-effect, but are 
difficult to implement, and housing policy aims may not accord with asset-based policy.

In Section 3 our report’s focus on reducing ethnic and other inequalities has influenced our assessment of asset-
building arguments and policies. Could asset-building measures reduce ethnic inequalities in the UK today? From the 
perspective of race equality – and indeed equality generally – the most obvious justification for assets is that they should 
augment the life-chances of those who currently lack them, and thereby support their participation in democratic decision-
making institutions. This signals a need for more significant policy interventions than the current asset-based welfare agenda 
recommends. Although policies may have multiple aims, our focus on ethnic inequalities means that in our report we have 
emphasized the wellbeing, distributive and citizenship arguments in favour of asset-building.



Section 4 Social justice and citizenship aims probably require more systematic (and costly) 
policies than those currently considered. Section 4 considers such policies, and 
explains how they have long been grounded in ideas such as private property, 
wellbeing, and participation.

4.1 Asset inequality 
and taxation

Existing policy taxes assets quite lightly, which is of much greater benefit to the well-off 
than the poor. For example, Capital Gains Tax is only 12%, and only 6% of estates pay 
inheritance tax.

No asset-based benefits are provided to people in the bottom income quintiles, whereas tax 
incentives on savings, especially ISAs and pensions, but also Child Trust Funds, provide 
those in the upper income quintiles with greater assets than if those savings had been taxed 
as income (or indeed as ordinary savings products).

4.2 Inheritance tax and 
wealth tax

Inheritance tax might be viewed more favourably if the revenue was used to create a 
universal citizen’s stake, or assets for all.

4.3 Council tax or 
property tax?

Higher and more targeted property taxes could be levied, with the resultant revenue used to 
provide assets for all.

4.4 Basic or citizen’s 
income

Depending on how difficult it proves to offer financial education to everyone, on the varying 
asset-management capabilities of different people, and on how many people end up losing 
money on their assets, ‘basic income’ policies could do better than asset-building strategies 
in meeting the ambitious goals suggested by the ‘asset-effect’.

4.5 Shared or 
collective ownership

A variety of more or less radical ideas and policies advocate providing shared ownership 
for everyone in (part-)publicly owned institutions or in public goods. These policies match 
up with citizenship ideals, but they also provide a more universal way of improving asset-
holding for those who currently lack them.

Section 4 of our report has been looking at alternative policies – how and why they could help realize the 
benefits that holding assets can bring. Policies must be viable and cost-effective. However, critical thinking about 
how we might achieve the various aims of asset-building allows us to reflect on the ideal of an ownership society in 
which every citizen has some asset or other. If that ideal requires radical policies, we should either admit that it is an 
ideal that we cannot (wholly) achieve, or consider how we might make those seemingly radical policies more feasible 
to implement.

Key observations and data on asset distribution and equality tabulated (3)

5 Conclusions

To be effective, any assets must be stable and secure, but also grow at more than the rate of inflation.

BME people should be made aware of their eligibility for existing saving schemes. This includes 
asset-based schemes such as the Saving Gateway and Child Trust Fund, but also ISAs and premium 
bonds.

BME people would benefit from universal policies that achieved asset-building for everyone, but they 
would also benefit from targeted policies inasmuch as they currently lack assets.

In conclusion (Section 5) our report considers how, in order to benefit the worst off, assets must be financially stable, 
and also provide above-inflationary increases, something markets can’t always reliably deliver. Many of the asset-building 
policies we’ve recommended focus on the importance of equal citizenship in particular. Market-based outcomes, however, 
typically result in some ‘losers’, and do not often deliver equal benefits for all. This raises a question for asset-based policies, and 
indeed policies such as stakeholder pensions: how fair or reasonable is it to expose people to the vagaries of the market when the 
intention is to provide security of outcome? Especially if the aim is to provide every citizen with a stake, then market-based asset-
building measures may need to be supported by a government guarantee to protect people from losing some agreed basic value 
of their asset and the benefits that should flow from it.

Khan: Why dO aSSeTS maTTeR?   7
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Introduction

This report examines the role of assets in relation 
to the ethnicity of those people who have them – 
and those who currently have few assets or none. 
more broadly, it evaluates how asset distribution 
varies with the varying characteristics of the asset-
holder, and considers measures that might be taken 
to increase asset-holding in the united Kingdom 
today. Throughout the report we refer to these 
measures as ‘asset-based’ or ‘asset-building’ policies.

discussions on financial topics are often 
perceived as technical and difficult, but most of us 
are familiar with the underlying ideas, concepts and 
products (e.g. equity, assets or pensions), and more 
or less successfully negotiate the financial world 
on a day-to-day basis. nevertheless, it is important 
to be clear and consistent about such terms as 
‘assets’ and ‘savings’. In a glossary to this report, 
we have defined a variety of financial concepts 
and products, but first we outline what we mean 
when we use the word ‘assets’ in this report, and 
therefore what we consider to be ‘asset-building’ 
policies.

Defining assets
We define assets to mean anything that has 
economic value, though most typically something 
that can be converted into cash. Countries 
and companies may be said to hold assets, but 
this research focuses mainly on assets held by 
individuals or households. as they obviously 
have economic value, savings are a kind of asset, 
although it is perhaps useful to distinguish assets 
from savings, mostly on the basis of the purpose for 
which items of economic value are accumulated.

not only are savings usually held more or 
less directly in cash, but typically they do not 
provide the same opportunities for investment as 
other kinds of assets. an asset such as a house or 
investment fund can provide a beneficiary with an 
income (for example in rent), while savings tend to 
grow more slowly and only later are they spent or 
invested in other ways. Saving money for a rainy 
day is a way of delaying or preparing for later 
expenditure or consumption, while other kinds of 

assets provide the more diverse and wide-ranging 
benefits we outline in section 2.

This report follows discussions of asset-based 
policies in focusing on particular kinds of assets. 
First, asset-building policies should provide tangible 
assets – namely those that we can see or touch such 
as cash or property. Our various skills and personal 
characteristics are sometimes called ‘assets’: a firm 
or a country counts the skills, talents and combined 
technological developments of their employees or 
citizens as intangible assets (for example, patents). 
While it is of course important that policy improves 
people’s education and skills, these intangible 
assets (or human capital) are not the focus of this 
report. as a distinctive policy concern, asset-based 
measures aim to build up tangible assets such as 
cash, bonds, stocks, property or pensions. 

This raises a second consideration, namely the 
extent to which asset-based policies should provide 
liquid assets. The greater the ‘liquidity’ of an asset, 
the easier it is to convert into cash. Cash savings 
accounts are therefore very liquid. By contrast, 
assets with long repayment tenures are far less 
liquid, while company holdings such as property, 
equipment or machinery are often described as 
‘fixed’ assets, as it is very difficult to convert these 
assets into cash. an important complication for 
some fixed assets is that they may depreciate in 
value, a problem that is exacerbated in times of 
rapid technological change and innovation (a 
computer that is only a few years even months old 
is worth much less than what was paid for it).

The third and final consideration for asset-
based policies is whether we should be concerned 
with increasing people’s gross assets or their net 
assets. Readers will be familiar with this difference 
in terms of income, where their gross income is 
typically defined as a pre-tax, pre-expenditure 
salary. Like net salary, net assets are calculated 
post-expenditure, which in the case of assets 
typically requires us to count and deduct a person’s 
liabilities from their gross assets. Liabilities are 
simply pre-existing obligations, ordinarily to pay 
back a debt. debt is not unduly threatening when 
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is not only a matter of independent regulators 
acting responsibly and effectively, but of citizens 
understanding and debating how our shared and 
individual resources can and should be distributed.

having only minimal assets – or indeed having 
no assets – is a problem for people who run into 
financial difficulty or require emergency funds to 
buy a necessary product. But assets can also impact 
on people’s capacity to take up other financial 
goods and services. more specifically, those who 
don’t have any savings or assets are exposed to 
high charges for credit and insurance products, and 
are likely to find themselves in further financial 
difficulty.

There is also some evidence that those who save 
early on in life are more likely to save throughout 
their lifetimes and that assets have a strong 
influence on a person’s life-chances.1 assets have 
been particularly important for thinkers on both 
the left and the right side of the political spectrum. 
Whether to defend the importance of property 
rights or to link the distribution of assets to 
citizenship status or to identify a wider ‘asset effect’ 
on people’s attitudes towards and behaviour in 
markets, assets have long inspired political thinkers 
and activists beyond their financial implications.2

The global economic downturn has highlighted 
the importance of assets to the broader economy. 
In the uK at least, this has resulted in debate 
and concern over the housing market, and the 
viability of an ever-increasing rate of growth in 
property value. But if the link between the current 
economic crisis and ‘toxic assets’, especially risky 
mortgage products, is widely accepted, this has not 
resulted in a sudden appetite for technical analysis 
of finance and economic theory. While a certain 
amount of technical language is necessary in any 
discussion of assets and their benefits, the concepts 
involved are not as difficult as they might appear. 

most people in the uK think about the financial 
and non-financial aspects of their asset holdings 
on a weekly basis whether they realize it or not. 
Whether it comes to buying or selling a home, 
putting away money for a pension, saving for a 
grandchild, or buying various kinds of bonds, 
almost everyone in the uK would like to build 
up assets for themselves and their families. Some 
people, however, find it more difficult to build 
up their assets, and this report assesses whether 
groups including Black and minority ethnic (Bme) 
people are particularly likely to have reduced 

individuals are able to pay back or meet their 
liabilities. 

The vast increase in debt – and its acceptance 
as a way of increasing consumption and growing 
the economy – suggests that asset-building policies 
should concentrate on gross assets. a person with 
a large mortgage and/or other debts (for example 
a business loan), but who is able to afford their 
monthly repayments without too much difficulty 
may have negative net wealth: the value of their 
liabilities may outstrip the value of their assets. 
Furthermore, while a house is indeed an asset, 
a mortgage is a liability, and it is often hard for 
someone who struggles to meet his or her mortgage 
(and other) liabilities to tap into the putative value 
of their house. yet if well-off individuals appear 
to have minimal or even negative wealth, this is 
not because they lack sufficient assets; rather it 
is because they have used (or ‘leveraged’) those 
assets for various purposes, such as taking out an 
additional loan for further investment.

While people may indeed make poor decisions 
about the value of a particular asset or liability, 
negative wealth is not always a bad thing: 
successful entrepreneurs often risk losing their 
prized assets in order to have the opportunity to 
grow their businesses further. 

On the other hand, it may be argued that people 
do not and cannot have negative net assets for a 
long period of time. Some wealthy people may 
be able to invest even where they have negative 
wealth, but at some point they must repay all their 
liabilities. By contrast, poorer people who struggle 
to meet their liabilities are unlikely to be able 
to ‘leverage’ their minimal assets for investment 
purposes, so it may seem inadvisable for policy to 
focus on gross assets. Rather, asset-building policies 
should ensure that people – particularly poorer 
people – have adequate net assets to provide them 
with the various benefits we outline in section 2.

Why asset-building policies
The technical difficulties already suggested indicate 
that policy research on assets or finance (e.g. 
public policies that raise the question of ‘tax incen-
tives’) is perhaps destined for think-tank recycling 
bins or university libraries. however, the ongoing 
economic crisis has reminded us all of the impact 
of financial institutions on our everyday lives, 
and raised the question of how financial products 
and services might be provided to all of us. This 
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tives, restrictions and ‘top-ups’ we should attach 
to the Child Trust Fund. another is to point out 
the undoubted economic benefits of a wealth tax 
or greater inheritance tax, as people would be 
likely to ‘leverage’ their assets efficiently – that is, 
they would be more likely to use and invest their 
savings to maximize their growth.

Methods and data
The main method employed in this report is 
the literature review. The literature on assets is 
extensive and diverse, but there is less discussion 
of how assets interact with various ‘equality 
strands’, namely race, gender, disability, sexual 
orientation, age and religion/belief. We link these 
issues and literatures to show why assets matter for 
responding to inequality specifically on grounds of 
race, gender and age. 

Current data on assets is mainly based on surveys 
conducted for the government, especially the 
Family Resources Survey (FRS) carried out by the 
department of Work and Pensions. This report also 
presents data from Ipsos-mORI’s financial services 
survey as previously analysed in Runnymede’s report 
on Financial Inclusion and Ethnicity.3

Other sources of data referenced in this 
report include the British household Panel 
Survey (BhPS), the english Longitudinal Survey 
on ageing (eLSa), and the households Below 
average Income (hBaI) dataset. although we 
do not directly cite these sources, some of our 
evidence derives from primary or secondary 
sources that have analysed these datasets.4 

Finally, we interviewed a dozen experts in this 
area, including academics and practitioners, who 
are recognized by name in the acknowledgements. 
We also discussed this research with policy-makers 
from hm Treasury, especially the Child Trust 
Fund and Financial Inclusion teams.

access to assets. It further considers how various 
policies could help to build assets for everyone in 
the uK, whether and how assets could be provided 
to everyone, and how they could be more fairly 
distributed. In particular, it moves the debate 
beyond the important but dominant question of 
housing, and considers how non-housing policy 
could support alternative sources of wealth. 

Structure of the report
Our report is divided into four main sections. 
In the first, we survey and explain current asset-
holding in the uK, including by ethnicity, gender 
and age, while in section 2 we summarize various 
ways in which assets may be important for people. 
Section 3 evaluates existing asset-building policies; 
and section 4 considers alternative asset-building 
policies, especially those that respond to existing 
inequalities.

Policy recommendations and policy 
constraints
Within the report we consider some unlikely 
(and sometimes unpopular) policy suggestions, 
including public ownership, basic income, inher-
itance tax and the pros and cons of levying a 
wealth tax. It is important to get people to think 
more critically about how we might achieve a 
fairer society, but we must also recognize that 
proposed solutions may not be feasible for a 
variety of reasons. Constraints may be financial 
(i.e. a proposed policy would be too costly), or 
derive from the fact that an idea may have no 
obvious policy recommendation. This report takes 
seriously one of the major lessons of behavioural 
economics – that we need to understand how 
people actually respond to economic markets and 
make decisions about their lives more generally. 
One example is the debate on the kinds of incen-
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Section 1: Understanding Assets  
and Their Distribution in the UK

assets are important for everyone in the uK. 
however, the widespread agreement that assets 
are a good thing does not mean that everyone 
agrees on why they are good. among the possible 
benefits that derive from the possession of assets 
are: improving people’s financial status and 
decision-making, changing people’s behaviour, 
improving opportunities, promoting personal 
autonomy, basic citizenship, housing, labour 
market outcomes, community cohesion, greater 
economic efficiency, and even supporting (national) 
economic growth and fiscal stability.5 

Given such multiple benefits, it might seem 
impossible to provide a single answer to the 
question ‘why do assets matter?’ In section 2 of 
this report we consider a variety of reasons why 
asset-building policies matter, and explain why 
their distribution should or should not be a matter 
for public policy. But to understand and assess 
those arguments, it is first necessary to understand 
some basic facts: how many people in the uK have 
assets? how are these assets distributed among 
various groups and individuals? do some people 
face particular struggles in getting assets? What is 
the link between assets and social mobility? how 
are assets accrued over the life-course, and how 
is their accumulation affected by other individual 
characteristics such as ethnicity, gender and age?

Whatever the reasons why assets matter, it is 
clear enough that assets have a significant impact 
on people’s wellbeing in liberal democracies such 
as the uK, and that increasing people’s assets 
would have beneficial effects both for them and 
for society at large.6 and given the low level of 
assets among the majority of people in the uK – 
one in five people in the uK has no assets at all7 
– it may seem obvious that asset-building policies 
are necessary, however they are justified. Poorer 
people in particular often lack ‘rainy day’ savings, 
and can be exposed to ‘subprime’ and even illegal 
lending practices in times of financial need.8 The 
next subsection outlines existing evidence on asset-
holding and their distribution among different 
groups in the uK.

1.1 Asset distribution in the UK
While income inequality attracts greater attention, 
assets are far more unevenly distributed in the uK 
than income.9 anywhere from 10% to 20% of 
people have no assets at all, whereas the highest-
earning 10% have half of all assets (see Table 1).

 existing data on assets are based on different 
surveys, with different sample sizes and method-
ologies, which makes it difficult to compare these 
data; but there are fundamental difficulties for 
those collecting data on assets.

First, existing surveys are typically based on 
households rather than individuals. as families 
often share assets, this is understandable – perhaps 
unavoidable – particularly in terms of data 
collection. however, as individual family members 
rarely share assets equitably, the benefits of family 
assets are unlikely to be shared by all. Second, 
because the data on assets are self-reported, people 
may misrepresent their actual financial position, 
either because they do not fully remember all of 
their savings and wealth, or because they do not 
wish to report a private and sensitive issue. Finally, 
although the major surveys cited in this report 
– the Ipsos-mORI Financial Services Survey and 
the department for Work and Pensions Family 
Resources Survey – aim for a representative sample, 
they may undercount those who lack assets, a 
problem the dWP responded to by changing its 
methodology for the 2007/08 Survey.10

according to the Office for national Statistics 
(OnS): ‘The wealthiest 1 per cent owned approxi-
mately a fifth of the uK’s marketable wealth in 
2003. In contrast, half the population shared only 
7 per cent of total wealth’.11 as Table 1 indicates, 

Table 1. marketable wealth

1976 1986 1996 2000 2003

Most wealthy 1% 21 18 20 23 21

Most wealthy 10% 50 50 52 56 53

Most wealthy 50% 92 90 93 95 93

Source: Adapted from ONS: http://www.statistics.gov.uk/cci/nugget.asp?id=2 
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vast majority of households have significant debt, 
whether in terms of their mortgage, personal or 
business loans, or indeed credit card debt, and 
this is subtracted from their gross assets (such as 
the value of their homes) when calculating their 
net assets. But debt is not always bad, especially if 
that debt is based on profitable investments, or a 
mortgage.

This report does not argue that asset-building 
policies should focus on net or gross assets. For 
purposes of investment and wealth creation, gross 
assets are arguably more important, and debt is 
a central part of our economy. Perhaps counter-
intuitively, focusing on a more equitable distri-
bution of net assets may lead to greater inequality. 
This is because liabilities (or debt) are even more 
unequally held than assets; that is, the wealthy hold 
a greater proportion of overall uK debt than they 
do of overall uK assets. But should this imbalance 
be a proper target of policy? Should we really try 
to ‘redistribute’ liabilities or debt so that the poor 
have more of it and the wealthy have less? 

Rather, it may be argued that debt-reduction 
is a more important or urgent policy priority 
than asset-creation; and perhaps we should aim 
to eliminate debt for the poor before we consider 
asset-building measures. debt-reduction policies 
could still accord with asset-building policies that 
focus on net rather than gross assets (because 
reducing debt increases net assets by definition). 
In any case, it is important to appreciate the role 
of debt in financing consumer spending in the uK, 
how it is distributed, and how it may undermine 
the benefits of asset-building policy.

1.2 Housing, assets and policy
It may seem surprising or odd to exclude housing 
value when calculating asset holdings, particularly 
as the average price of a home in the uK is over 
£200,000, and roughly 70% of uK homes are 
owner-occupied. Fully 40% of the total wealth 
in the uK, or £6875 billion,14 is held in housing. 
In fact many figures on assets exclude housing, 
especially those that concentrate on liquid or 
financial assets. as an asset, housing is not only 
fairly illiquid (i.e. difficult to convert into cash), 
but its value is often described as ‘nominal’. 
Whatever the official market valuation of a 
property, homeowners rarely realize this full value, 
especially as an asset. 

not only is it somewhat uncertain whether a 

these figures have stayed quite consistent over the 
past 30 years, and do not seem to have changed 
considerably during either Conservative or Labour 
administrations. By ‘marketable wealth’, this 
table means tangible assets, namely those that can 
be touched such as cash, but also assets such as 
housing, which cannot easily be converted into 
cash (i.e. less ‘liquid’ assets).

There are important reasons why assets are very 
unevenly distributed, even more so than income: 
‘People build up assets during the course of their 
working lives and then draw them down during 
the years of retirement, with the residue passing to 
others at their death’.12 Furthermore, those who 
develop significant and stable savings see their 
interest ‘compound’ over time, meaning that their 
assets grow more for them than for those who 
have to dip into their savings or are unable to save 
consistently during their lifetime. Finally, assets 
are generally taxed less than income, meaning that 
those who accumulate assets and savings keep a 
larger share of their asset growth than they do of 
their income.13 as we suggest in later sections, the 
various tax incentives for savings, including ISas, 
pensions and Child Trust Funds, only increase 
inequality, as the better-off can allocate a higher 
proportion of their disposable income to saving 
within these various products. In addition, better-
off people face higher income-tax rates and so 
benefit more from a tax-free savings product.

evidence for how income differential over a 
lifetime leads to greater inequality in asset-holdings 
can be found in the department of Work and 
Pensions Family Resource Survey. note that unlike 
the OnS data above, these data do not include 
housing. Figure 1 indicates that nearly half of those 
in the bottom quintile have no non-housing assets, 
and less than 5% have more than £20,000 in liquid 
assets. The correlation between higher income and 
greater assets is quite strong, but it is worth noting 
that even among the richest quintile almost 15% 
have no (non-housing) assets and another 25% 
have less than £3000 in savings and assets. around 
two-thirds of all households in Britain reported less 
than £3000 in non-housing savings and assets.

In the next subsection we explain why many 
asset calculations do not include housing, and also 
how including housing changes the overall picture 
of asset-holding. Before doing so, we further clarify 
the difference between gross assets and net assets, 
a distinction we raised in the introduction. The 
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discussed further in section 2. It was prominently 
supported by the Thatcher government in the early 
1980s as a way of increasing home-ownership for 
people who lived in publicly owned properties 
(‘council’ or ‘local authority’), and to reduce the 
number of properties owned by the state.17 The 
policy granted a ‘discount’ to council tenants based 
on their length of tenure, with the result that the 
more long-standing the tenant, the less they had to 
pay to own their properties.

Rather than analyse the contentious conse-
quences of Right to Buy, we merely note here that 
housing is not just an asset. everyone needs a place 
to live, and many people derive real financial and 
indeed emotional benefits from living in homes 
that they own. For example, owning a home can 
save people costs once their mortgage is paid off, 
which is particularly important for when people 
retire: a much greater pension income would be 
required to cover the cost of renting a house in 
retirement. People have legitimate and sincere 
desires to own their home, but this isn’t always 
primarily a financial decision. Indeed, recent 
evidence found that 36% of all children in poverty 
live in owner-occupied households, suggesting that 
home-ownership is not always a guarantee against 
poverty, and still less a sure way of building up 
assets.18

as section 2 explains, we should not assume that 
the legitimate aims of housing policy will coincide 
perfectly with the goals of asset-building policies. 
If people are to benefit from an ‘asset effect’ (most 
notably defended by michael Sherraden), it may be 
important for them to have a more diverse range 
of assets, and to be able and willing to sell or use 
their assets as collateral (for example as a deposit) 
in times of financial need. These are actions that 
people may understandably be reluctant to take 
when it comes to their home.

1.3 Assets and ethnicity
Current evidence on assets and savings broken 
down by ethnic group suggests that every minority 
ethnic group is less likely to have savings, and 
less likely to have large amounts of savings (see 
Tables 3 and 4). data on asset-holding particu-
larly is quite poor, but are due to be updated and 
expanded in current and forthcoming surveys, 
especially the OnS’s Wealth and asset Survey, 
and the uK household Longitudinal Survey.19

however, existing data compiled by the OnS, 

homeowner can sell their property at a particular 
price, but most sellers still hold significant liabil-
ities against the value of their home – namely their 
mortgage. unless their mortgage has been repaid, 
they will never actually receive the full asset-value 
of their home in cash: the value of this asset is 
therefore ‘nominal’. Furthermore, people are often 
unwilling to use their home as collateral. They 
value their home too much to risk losing it if they 
default on an additional loan or lose money in an 
investment. Finally, everyone must live somewhere. 
a homeowner who sells their home either has to 
rent out another property to live in, or – as seems 
more likely given the uK’s homeowner culture – 
buy another property whose value will again be 
only ‘nominal’ unless they have fully paid off their 
mortgage.

But given its prominence as a kind of asset for 
most people, it is worth explaining the contri-
bution home-ownership makes to overall assets 
and their distribution in the uK. The OnS explains 
that wealth distribution is ‘even more skewed if 
housing is excluded from the estimates, suggesting 
this form of wealth is more evenly distributed’.15 
non-housing assets include stocks and bonds, but 
also savings and pensions. Table 2 shows that in 
2003 the most wealthy 50% owned 99% of all 
non-housing asset wealth; put another way, half of 
the uK population owned only 1% of non-housing 
assets.

The change seen since 1976 can in part be 
explained by rising house prices: whereas 40% 
of all wealth in 1977 came from housing, by 
2003 this had risen to 57%. Furthermore, home-
ownership has risen considerably in the past 30 
years, from 58% (or 12 million households) in 
1981 to 70% (18 million households) in 2003. 
One-third of this increase has been accomplished 
through the Right to Buy policy first implemented 
in 1980.16 

The various aims of the Right to Buy policy are 

Table 2. marketable wealth less value of dwellings (%)

1976 1986 1996 2000 2003

Most wealthy 1% 29 25 26 33 34

Most wealthy 10% 57 58 63 73 71

Most wealthy 50% 88 89 94 98 99

Source: ONS ‘Share of the Wealth’ report: http://www.statistics.gov.uk/cci/nugget.
asp?id=2.



Khan: Why dO aSSeTS maTTeR?   15

and shares, and breaks down the data even further 
in terms of different ethnic groups. It is difficult 
to know which of the data is more accurate for 
premium bonds and ISaS, but the trend is the same 
in both datasets: white groups are clearly most 
likely to have taken up these savings products, 
followed by Indian groups, while Black groups and 
Bangladeshis and Pakistanis are far less likely to 
have done so.

dWP and Ipsos-mORI indicate that Black and 
minority ethnic people are less likely to have 
savings. Table 3 shows that some minority ethnic 
groups are twice as likely as the white group to 
have no savings at all, in fact over 60% of Black 
and asian people in the uK have no savings.

not only do Bme people have a lower rate and 
amount of savings, but this deficit applies across the 
range of mainstream financial products, including 
ISas, premium bonds and stocks and shares

Table 4 presents dWP data for ISas and 
premium bonds, products that are in part 
supported by government policy, and shows 
that only Indian groups are even half as likely 
to take up these products, with Pakistanis and 
Bangladeshis being very unlikely to have taken up 
either product. 

The IPSOS-mori Financial Services dataset 
provides further evidence of the lower level and 
diversity of savings. as with dWP data in Table 
4, the data in Table 5 show that all Bme groups 
are much less likely to have ISas, premium bonds 

Table 3. Savings by ethnicity

Ethnic group No savings (%) Less than 
£1500 (%)

£1500 to 
£10,000 (%)

£10,000 to 
£20,000 (%)

£20,000 or 
more (%)

White 32 21 26 9 13

Asian or Asian British 60 15 16 5 5

Black or Black British 63 18 15 .. ..

Mixed 46 25 .. .. ..

Other ethnic groups 50 18 19 .. ..

All households 33 20 25 8 13

Source: ONS (2005: 81).

Table 4. Savings prevalence of different products, 
by ethnicity (dWP, 2006 FRS Survey)

Ethnic group ISAs (%) Premium 
Bonds (%)

White 34 24

Indian 25 10

Bangladeshi/
Pakistani

7 2

Black/Black British 14 6

Chinese n/a n/a

Table 5. Savings prevalence of different products, by ethnicity

Ethnic group Investment types (100 
scaled to White groups)

Stocks and shares (%) Premium Bonds 
(%)

ISAs (%)

White GB/Ireland 100 18 20 26

Indian 35 12 4 8

Pakistani 20 7 3 4

Bangladeshi 12 3 1 4

Caribbean 20 7 2 6

African 15 5 2 4

Chinese 20 1 0 7

Source: Analysis of Ipsos-MORI Financial Services Survey commissioned by the Runnymede Trust.
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or assets over their lifetimes. While Bangladeshis 
(55%), Pakistanis (45%) and Black africans (30%) 
are particularly likely to work in low-income 
employment, all Bme groups have lower income 
than white groups (see Figure 2).20

a second area that deserves further analysis 
is that of home-ownership. While Indian and 
Pakistani groups match White British rates of 
home-ownership, other groups, in particular 
Bangladeshi, Black african and Black Caribbean, 
are much more likely to rent from the social sector; 
and Chinese and Black african households are 
disproportionately found among private renters 
(see Table 6). Lower rates of home-ownership are 
likely to result in lower levels of assets, especially 
among those for whom the home is their single 
greatest asset – i.e. most people in the uK. 
Furthermore, even where Bme groups have high 
rates of home-ownership, they are more likely to 
be paying off a mortgage, in part because of their 
younger age profile compared to that of white 
home-owners.

even among groups that own their homes, there 
may be significant variance in terms of the value 
of those homes as an asset. For example, the three 
areas with the greatest proportion of Pakistanis 
are Birmingham (average property cost £139,146), 

The first column in Table 5 further indicates 
the low level and diversity of Bme savings. The 
IPSOS-mori mFS asked respondents about the 
kinds of investments they had, and in this table 
100 represents the average response for white 
people. Only Indian groups reported even one-third 
as many products as white respondents, and all 
other groups reported between one-eighth and 
one-fifth as many investment types. This suggests 
that the savings of minority ethnic groups are much 
less diversified, and thereby more exposed to risk. 
If they were to build up more – and more diverse 
– assets, they would be less exposed to the ups and 
downs of their income, the savings rate, and the 
wider economy. 

Three other areas of research can explain Black 
and minority ethnic people’s lower rate of savings. 
number one is their higher rate of unemployment 
and their greater likelihood of living in a 
low-income household. not only are most Bme 
people less likely to be in paid employment (though 
rates of course vary across different ethnic groups), 
but they are also more likely to have lower wages 
and to suffer from in-work poverty (see Figure 
2). People in general build up their assets over 
a lifetime. Those on low incomes are less likely 
to have been able to build up significant savings 

Figure 2. Low income and ethnicity

Note: Reproduced from: www.poverty.org.uk
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Table 6. housing tenure by ethnicity, 2007–08

Ethnic group Owned outright (%) Owned with mortgage (%) Rented from social sector (%) Rented privately (%)

White British 34 38 17 11

Mixed 11 29 33 28

Indian 28 45 7 20

Pakistani 29 40 16 16

Bangladeshi* 9 29 47 15

Black Caribbean 14 35 41 11

Black African 4 24 44 28

Chinese* 15 37 13 35

All 31 37 18 14

Data: Housing in England 2007–08 (DCLG, 2009: 33).

*According to the DCLG, ‘These estimates have a large sampling error because of their small sizes and (for Bangladeshis) the clustering of the Bangladeshi population’ (as 
above, p. 33). Data from previous surveys suggested similar figures, with a slightly higher number of Bangladeshis living in social housing.

Bradford (£140,195), and Glasgow (£126,621); 
and in London the boroughs with the largest 
Pakistani populations (newham, Waltham Forest 
and Redbridge) are among those with the lowest 
property values; at the time of these estimates (Q2 
for 2009) the average property value in the uK was 
£224,024.21

a third and final point concerns social mobility, 
and its relationship to lower asset-holdings among 
Black and minority ethnic groups. On the one 
hand, the lower asset profile of Bme people 
reduces their social mobility (as parents are less 
able to help their children financially in the compe-
tition for jobs and education), while on the other 
hand reduced social mobility prevents people from 
building up assets. Without assets, a person is less 
able to take advantage of opportunities, and poorer 
life-chances limit their opportunities to accumulate 
assets.

There is limited data on social mobility and 
ethnicity in the uK, but an important study by 
Lucinda Platt has shown that mobility for many 
Black and minority ethnic groups is lower than for 
white groups, although some groups, especially 
Indian Sikhs and hindus, seem to have done 
significantly better.22 yaojun Li has analysed 
employment data that suggests that Black african 
people were most likely to become unemployed 
in the 1980s economic downturn, even though 
these people were among the most highly qualified 
in the sample.23 Richard Berthoud’s analysis of 

the economic downturn in 2008–09 found that 
black and minority ethnic people (and people with 
lower educational qualifications) are once again 
more disadvantaged than others by the ongoing 
recession.24 These data suggest that many Black and 
minority ethnic people have worse outcomes in the 
labour market, a factor that obviously reduces their 
opportunities for social mobility, and their ability 
to accrue assets.

1.4 Assets and gender
It is difficult to measure asset-holdings by gender 
as most existing data is based on households 
rather than individuals. In the past it has been 
assumed that assets are jointly and equally held by 
married couples, but researchers and policymakers 
no longer assume that household assets are fully 
shared between men and women, including homes. 
as even savings accounts are often jointly held, 
data on women’s asset-holdings remain difficult to 
calculate.

Pensions provide perhaps the best evidence 
on asset differential between men and women. 
Pensions are indeed an asset. They have the 
particular benefit of being both stable and 
non-accessible for short-term consumer spending. 
But those virtues also have drawbacks, as we 
explain in section 4. evidence from the late 1990s 
showed very large differences between men and 
women with respect to pensions wealth (see Table 
7). Women’s lower earnings and their greater 
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Recent reforms to pension provision

Basic State Pension and State Second Pension (S2P)
Whilst the gender pension gap has narrowed somewhat as a result of changing labour market participation and previous 

pension reforms, inequalities remain with only around 30% of those women who reach State Pension Age (SPA) currently 

being entitled to a full Basic State Pension (BSP) compared with around 85% of men. Income-wise, women reaching SPA 

currently receive, on average, less than 80% of the state pension that men receive. Retired men also average between 

£50 to £100 per week more private pension income than women of the same age.

Women’s state pension coverage will improve significantly as a result of reform, as they will increasingly build up an 

individual state pension entitlement based on their own contributions, regardless of their marital or partnership status. 

Around 75% of women reaching SPA in 2010 will be entitled to a full BSP. This will rise to over 90% in 2025, and 

government estimates that, by 2050, state pension outcomes will be very similar for men and women.

Reforms have significantly simplified the additional state pension (once known as SERPS, now the Second State 

Pension or S2P). At present this additional pension is extremely complex because of the number of changes that have 

been made to it since its inception in 1978. Pensions Acts measures of 2007 and 2008 will mean that government will in 

future be able to provide workers with earlier, clearer and more accurate forecasts of their overall state pension income 

(BSP plus S2P) in retirement.

Another key reform means that contributions for those who act as family carers will be valued equally with paid contri-

butions. Changes to the crediting arrangements will extend the coverage of the State Second Pension (S2P) to a wider 

group of carers, people with children up to the age of 12 and people with more severe levels of impairment (i.e. those 

eligible for the support component in Employment and Support Allowance, who will start to build up S2P after 13 weeks 

rather than 52), and ensure that credits for part-years will count. All of these credits are crucial when building up an 

entitlement to S2P: there is no reduction in qualifying years as with the BSP, so every single year credited counts.

These reforms will benefit all contributors and people who are credited into the system, but with the targeted nature of 

S2P, going forward, low earners will particularly see the value of these measures. 

Pension Age
Between 6 April 2010 and 5 April 2020, measures introduced in the Pensions Act 1995 will bring about the gradual equali-

zation of the State Pension age at 65 for both men and women. 

The Pensions Act 2007 introduces further increases in the State Pension age, so that by the middle of the century 

it will have increased from 65 to 68. This will affect everyone born on or after 6 April 1959. Starting in April 2024, it will 

increase from 65 to 66 by April 2026, and will then increase from 66 to 67 between April 2034 and April 2036, and from 67 

to 68 between April 2044 and April 2046. 

Personal Accounts (PAs)
PAs are a real opportunity to ensure that anyone with economic disadvantage (women, long-term disabled, ethnic •	

minority groups, carers) can save for their retirement in a good-quality pension scheme.

Lack of private pension provision is the key factor that determines inequality in retirement income. Taken in •	

conjunction with the changes to BSP, PAs could make a real difference to the value of women’s pensions in future 

and to reducing pensioner poverty in general.

When this scheme comes into being, those not offered or able to take up a company or private pension scheme •	

can be automatically enrolled into a PA. There will be a range of such schemes for people to choose among. 

DWP estimate that 10 million people could be eligible for auto enrolment into PAs; 48% of these will be women; 

and women in this target group are concentrated at the lower income end (43% of all female employees earn 

between £5000 and £15,000).

http://www.pensionspolicyinstitute.org.uk/uploadeddocuments/PPI_EHRC_The_Underpensioned_Nov_2008.pdf

http://www.dwp.gov.uk/docs/ia-state-pension-reform-09.pdf
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likelihood to take career breaks or to work 
part-time explain much of this variance.

Gender differentials in pension wealth are 
likely to have reduced in the last 15 years, in 
part because of government policy eventually 
to equalize the state pension between men and 
women. Recent Pensions Policy Institute research 
has shown how changes in pension policy will 
result in the convergence of men’s and women’s 
state pension, though not for many decades.25 
Two major changes are worth noting. First is the 
reduction in ‘qualifying’ years (to 30 years) of 
national Insurance contributions necessary for a 
person to earn a full state pension. Second is the 
‘second state pension’, currently a somewhat less 
understood policy that ultimately aims to improve 
pensions provision for lower-income people. 
Though there is a lot of detail, the basic aim of the 
second state pension can be expressed as making 
provision for access to a higher level of pension 
for low earners, but also disabled people, part-time 
workers and carers, who may have contributed 
less than the required level of national Insurance 
payments. as women are more likely to be carers 
and to work part-time, or to leave the labour 
market for a number of years, they are likely to 
benefit from these changes.

While the changes to state pension policy 
will result in equal state pensions for men and 
women in about four decades (see the Info Box 
opposite), women will still have much lower 
pensions provision in the future so long as they 
earn lower wages and have to take time out of 
paid employment to look after children or older 
relatives. The gap in occupational pensions 
is likely to have reduced in the past 20 years 
through women’s greater participation in the 

labour market, but around a third 
of working women do not have 
a pension, compared to less than 
a quarter of men.26 Furthermore, 
because on average women live 
longer than men, their pension pots 
provide them with lower levels of 
annuity income. 

Pensions inequality is, however, 
only one aspect of the story of 
unequal asset holdings by gender. 
according to a recent report, women 
have lower levels of savings, and 
are also more likely to have savings 

products that ‘correlate with a reduced financial 
wellbeing and with a lesser tolerance of risk’.27 
There are deeper but well-recognized reasons why 
women have lower savings and assets than men, 
mainly related to differences in labour market 
participation and caring responsibilities.

as we have already explained, savings 
accumulate over a life-course and people who save 
more regularly and in larger amounts will have 
much larger savings for later in life. In terms of 
employment, women currently earn 12.8% less 
per hour and 21% less per week than men (in 
part because of greater levels of part-time work), 
a deficit that has significant implications for their 
ability to save and accumulate interest on savings.28 
The gender pay gap and their lower labour market 
participation result in women earning substantially 
less than men over their lifetime, with the result 
that the savings and investment gap between men 
and women may be as much as 40%.29

The above research also shows how women’s 
assets are significantly affected by particular life 
events, most notably the birth of a first child. Both 
men and women see a significant drop in their 
savings following the birth of a first child. But 
because men’s employment is not usually disrupted 
in the same way as women’s when they have a 
child, men are usually able to recover this difference 
more quickly and go on to earn greater amounts 
later in life.

1.5 Assets and age 
a number of intricate issues revolve around age 
and asset-holding. On the one hand, data show that 
asset-holding increases significantly as people get 
older.30 most people under age 30 in the uK have 
negative levels of savings and wealth, while those 

Table 7. Pension wealth, by gender

Total pension wealth (£s)

Female (n = 17,547) Male (n = 17,849) All (n = 35,396)

Median 1,809 12,834   5,171

Mean 
   % of which:

8,843 29,089 19,052

  State 43% 38% 39%

  Occupational 47% 55% 53%

  Other 10% 7% 8%

Source: Warren et al. (2001).
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stock of housing wealth for older people to use as 
an asset, but also discusses limitations on the possi-
bilities for (and value of) equity release for many 
people.31 Financial and other reasons often require 
older people to sell their homes, whether to move 
closer to their children, to pay for in-house health 
and social care, or indeed to move into a care 
home. as Figure 3 shows, although people become 
wealthier as they get older, this peaks at 60–64, 
after which wealth levels decline. although initially 
this is a somewhat gradual decline, by the time 
people are aged 80+, their median financial and 
physical wealth (this term is from OnS and repre-
sents what we have called ‘tangible’) is only £8000, 
compared to £26,000 for people aged 60–64.32 

a further problem is the high level of inequality 
among older people, which is greater than that 
of the overall population.33 Inequalities in savings 
and assets increase in reality as well as significance 
as people retire from work or are forced to leave 
the labour market. Without steady employment 
income, most older people need to draw income 
from their savings and assets (including pensions). 
as Table 8 shows, for retired households in the 
bottom quintile, 82% of their income comes from 
cash benefits (mainly their state pension), whereas 
among the wealthiest quintile this figure is only 
27%. 

Furthermore, although assets peak at 60–64 
years, increasing levels of debt for younger people 

over 60 can be holding hundreds of thousands in 
‘nominal’ wealth. as we explained above much 
housing wealth is ‘nominal’ because people cannot 
easily convert the value of property into cash, and 
because people hold liabilities (or debt) in the form 
of a mortgage; people may also be unwilling to 
‘leverage’ or use housing wealth to finance further 
investments.

Two main factors explain older people’s higher 
levels of assets. First, as we have already explained, 
people build up savings and assets across a whole 
lifetime and, as interest is compounded, people 
gain significantly larger amounts as their savings 
‘pot’ gets bigger (pensions savings in particular). 
Second is the impact of home-ownership, and of 
mortgage repayment terms in particular. most 
people sign a 25- or 30-year mortgage when they 
buy their home, during which period they are 
carrying a mortgage debt that is sufficient to offset 
the value of any savings or assets they may hold. 
Once a mortgage is repaid, however, a person’s 
home becomes a very valuable asset, but this is 
unlikely to occur before they reach 50 or 60 years 
of age.

On the other hand, many elderly people are 
‘asset-rich’ but still quite poorly off because they 
cannot easily access the capital in their home or 
other putative assets (hence the interest in ‘equity 
release’, a policy we consider below). Recent PPI 
research suggested that there is a large potential 

Figure 3. Financial wealth (£) by age band
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led to increasing financial abuse of older people, 
most notably by their children and other relatives.34 
Of course most financial transfers between parents 
and children are not abusive, and without such 
support far fewer first-time buyers would be able 
to afford their homes. 

and the unprecedentedly high valuation of the 
housing market has made it increasingly common 
for parents to support their children for longer in 
the life-cycle, by contributing towards a deposit 
on a house, for example. The Centre for Policy on 
ageing has shown how some of these factors have 

Table 8. Income, pensions and wealth among retired households, 2007/08 expressed as a percentage of 
income per annum 

Bottom 
quintile

2nd quintile 3rd  quintile 4th quintile Top 
quintile

All retired 
households

Final income £10,789 £14,579 £16,167 £19,154 £29,046 £17,947

Of which: 
Occupational pensions £981 £2458 £4234 £7118 £17,116 £6381

Cash benefits as a percentage of 
gross income

82 74 65 53 27 50

Retirement pension as a  
percentage of cash benefits

84 75 70 72 73 74

Source: Barnard (2009: 11).

Figure 4. age distribution: by ethnic group, 2001, GB (2001 Census data reproduced from OnS site) 
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Those who do own homes are likely to do  –
so in areas where house prices are much 
cheaper, which results in lower asset values 
for the home-owners.

Older people tend to have greater and more  –
diverse assets, but among the over-60s 
inequalities increase once more. For most 
home-owners in the uK, accessing the 
capital in their largest single asset, their 
home, is not straightforward.

Women have fewer and less diverse assets,  –
due mostly to disrupted earnings following 
the birth of children, but also because of 
other caring responsibilities and lower pay.

evidence on equality and asset-holding  –
is not very good, and further research is 
necessary to understand how assets are 
distributed among people in the uK. Recent 
surveys will fill some of these gaps, but will 
still require sophisticated analysis to under-
stand asset-holding by ethnicity.

Bme groups will much less often be the  –
beneficiaries of a redistribution of familial 
assets as these families are ‘young’ in terms 
of asset-building.

In sections 3 and 4 of this report we assess existing 
policies and possible alternatives for asset-building 
and distribution. Section 3 addresses justifica-
tions for asset-building policy, or why people have 
recommended asset-building policies.

Given the younger age profile of Black and 
minority ethnic people, they will be less able to 
avail themselves of this kind of familial redistri-
bution of assets over generations. and given the 
link between social mobility and assets, this raises 
significant equity considerations. as the Bme 
population ages, we will be better able to compare 
their asset-holdings and those of other groups. 
Figure 4 shows the age distribution by ethnic 
group at the 2001 Census, showing that 50% 
of mixed people, and 35–40% of Bangladeshi, 
Other Black, and Pakistani people are under 16; 
this compares to under 20% for White British 
people.35  

1.6 Section summary
By documenting the evidence on asset-holding in 
the uK, we have shown in particular how many 
people lack adequate assets and that assets are 
more inequitably distributed than income. In 
summary, this section has demonstrated that:

Inequality in asset-holdings, which is more  –
marked than income differentials, becomes 
even greater when home-ownership is 
removed from calculations.

Bme groups have lower incomes, and  –
therefore are less able to save.

Some Bme groups are less likely to own  –
homes, and so have to rely on non-housing 
assets, which they often also do not have.



Khan: Why dO aSSeTS maTTeR?   23

Section 2: Why Do Assets Matter?

To assess and understand the consequences of asset-
building policies – or indeed any policies – we must 
first understand why assets might be promoted. 
This is important in terms of justifying a particular 
policy, and also in evaluating whether a policy 
has achieved its intended outcomes. For example, 
a policy that intends to improve life-chances must 
have more wide-reaching effects than a policy 
that simply aims to provide people with savings 
to pay for basic goods, such as washing machines 
or boilers. This is not to suggest that either goal is 
more important, just that asset-based policies aimed 
at improving life-chances might look quite different 
from those that intend to promote a savings habit.

In this section we offer five basic arguments for 
why assets matter. Broadly speaking, advocates 
of each of these arguments tend to emphasize two 
contrasting approaches. One approach is concerned 
primarily with improving the efficiency of economic 
markets. The second is more explicitly normative 
and value-sensitive, highlighting principles that 
should be adopted as norms to guide society and 
individual action, such as social justice or personal 
autonomy. however, as we outline below, it is not 
easy to arrive at widely acceptable definitions of 
and requirements for efficient markets, let alone 
normative concepts. This leads to disagreement, 
even among those who agree that a particular aim 
is indeed desirable, on how policy might achieve 
these aims. We do not explicitly endorse any of the 
arguments outlined below. What we do is highlight 
the considerations that are relevant to an evaluation 
of existing and proposed policies. We also explain 
why these different arguments may or may not be 
relevant in the context of building assets for Black 
and minority ethnic people, or indeed for all those 
who currently lack them.

2.1 Financial/Wellbeing arguments
Some defenders of assets focus primarily on their 
financial benefits – how assets help individuals to 
get loans and build further wealth. To understand 
the importance of these effects, consider a person 
who faces an unexpected but necessary cost, such 

as paying for a new washing machine or sofa or a 
funeral for a close family member. most of us face 
eventualities like these at some point in our lives. 
Those who can afford to save usually try to put 
money aside to meet such costs, but many people 
struggle to make ‘rainy day savings’.36 

Thinking about these financial or wellbeing 
considerations can be approached either in terms 
of efficiency or justice. To take the efficiency 
arguments first: For a market economy to function 
efficiently and therefore successfully, everyone 
should be able to access and compete in the 
market on fair terms. Where people are limited in 
their access to savings, credit and other financial 
goods and services because they have no (or 
low-value) assets, they may be prevented from 
participating in markets, and markets are thereby 
inefficient.

at a macroeconomic level, countries need 
individuals to have a certain level of savings. 
While consumer spending drives modern 
economies such as Britain, too much individual 
debt has a serious impact on the stability of 
a particular economy, as evidenced in most 
developed world economies in the current 
recession. not only does debt repayment reduce 
consumer spending (and so impact on the wider 
economy), but it also reduces the possibility for 
saving and investment.

In terms of the normative or justice-based 
arguments, having a minimum level of savings 
can be linked to the idea that everyone ought to 
have a basic standard of living. Some wellbeing 
arguments may advocate a very low baseline of 
£1000-worth of assets, while others might press 
for ten (or more) times that amount. For example, 
recent JRF research suggested a minimum income 
of nearly £14,000 per year, though this relates to 
expenditure rather than assets.37

The important idea behind both justice-based 
and efficiency approaches is that everyone should 
have a basic minimum, however we specify the 
goods or opportunities that define it. emphasizing 
the link between a basic minimum of assets with 
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generate more income and wealth – and so are 
best utilized by more entrepreneurial (not to say 
more risk-taking) individuals in order to maximize 
wealth creation.

From the point of view of distributive justice, 
asset-based measures support fairness in life-
chances. The idea that assets should be more 
evenly distributed has a long pedigree, dating at 
least to the time of the influential political theorists 
Thomas Paine (1737–1809) and the marquis de 
Condorcet (1743–94).42 The barriers to fair life-
chances in the uK may derive not simply from a 
lack of assets, but from inequality of asset-holding 
in the population as a whole. This obstructs social 
mobility: whereas wealthy young people can take 
a gap year or even spend many years exploring 
different careers and personal life plans because 
of parental support, poor young people cannot 
do so because their parents cannot afford (i.e. do 
not have the assets) to support them. In the uS 
there is a good deal of evidence that high-income 
earners are less likely to ensure the middle-class 
position of their children if they lack assets. ‘new’ 
wealth is therefore less able to ensure the class 
position of their children than is ‘old’ money, the 
crude definition of which is a household that has 
accumulated assets over the generations.43

2.3 Behavioural arguments
While financial and distributional concerns are the 
oldest arguments for asset-building, research that 
focuses on the way in which assets affect behaviour 
has recently brought the idea of asset-building onto 
the policy agenda. Behavioural arguments for asset-
building vary depending on the kinds of behaviours 
that should be fostered, and also the ways in which 
such behaviours could or should be fostered (i.e. 
via incentives, government intervention, or through 
the market).

The current interest in asset-based policy 
seems to derive from a particular interpretation 
of the idea that assets have a significant impact 
on people’s decision-making and behaviour. 
according to michael Sherraden, owning assets 
has widespread and diverse effects on people, 
especially on their confidence, and their ability and 
willingness to engage in the economy and plan for 
the long term: 

Income only maintains consumption, but assets 

change the way people interact with the world. With 

an efficient and just capitalist market is nothing 
new. Such thinking dates as far back as the 16th 
century,38 and historically such ideas have been 
promoted as policies by both the Liberal and 
Labour parties, a tradition we revisit below.

Whatever the minimum level of assets required 
for human wellbeing, those who have no assets 
will fall short of this level.  as shown in section 1 
above, Black and minority ethnic people are among 
those least likely to have assets. They also have 
less put aside in cash savings, earn lower incomes 
and are less likely to be home-owners. The assets 
they do have are likely to be less varied, especially 
among such products as stocks and shares. So 
whether a minimum level of assets is argued for 
on the basis of efficiency or social justice, Bme 
groups, and indeed other groups in the uK who 
have no, or very low-level, assets would clearly 
benefit.

2.2 Distributive concerns
many proponents of asset-building policy argue 
that people should not only have a basic minimum 
of assets, but that assets should be more fairly 
distributed in society.39 While almost no-one 
argues that everyone in society ought to have the 
exact same asset share, the significant inequality in 
existing asset-holdings is considered to be unjusti-
fiable both in terms of market efficiency and social 
justice.

as we have already suggested, efficient markets 
require that everyone should have the opportunity 
to compete against existing firms or those who 
provide a service. In existing markets, however, 
the costs of entry can be very high, and economists 
increasingly study the effects of certain unavoidable 
costs (e.g. the capital and labour requirements for 
an entrepreneur to compete in large-scale car or 
airplane manufacturing).40 Other costs, however, 
are more easily supportable for everyone. One 
obvious example is education. To determine who 
is best able to take advantage of market oppor-
tunities requires that everyone should be decently 
educated, and that this should include a grounding 
in basic financial matters. In our existing market 
economies, where the cost of education and 
training is extremely high, even the most rigorous 
defenders of free markets have argued for a more 
equitable distribution of assets, a point we return 
to in sections 3 and 4.41 The basic point is that 
assets ought to be ‘leveraged’ – that is, used to 
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hayek claims to reject an endorsement of any 
particular way of acting, his theory does result 
in the greatest rewards for those who maximally 
pursue self-interested behaviour. 

another but perhaps less controversial ‘behav-
ioural’ argument is that having assets results in a 
person behaving more prudently, and being better 
able to manage their money. While people will of 
course have different preferences and evaluative 
(moral) commitments, modern economies require 
certain skills and attitudes, and these may be better 
fostered by promoting asset-holding. Whether or 
not people should behave as neoclassical economics 
assumes, we need to think pragmatically about how 
people can benefit from the fair operation of markets, 
which remain an effective way of distributing goods 
and services and which are unlikely to be replaced in 
the delivery of financial products in particular.47

The role of individual preferences has sometimes 
been downplayed by economists, many of whom 
take existing preferences as an unchangeable 
given. But if particular kinds of preferences can 
be changed or are likely to change, it then seems 
sensible to promote financial behaviour that will 
lead to better outcomes. Say, for example, that 
some minority ethnic or migrant groups have 
different savings preferences – for housing rather 
than pensions. yet if these groups were to prefer 
putting their money into home-ownership because 
of the relative stability of housing in the countries 
in which they were born, rather than for pensions 
(which might be more reliable in the uK than 
housing) should policymakers attempt to ‘incen-
tivize’ Bme people and migrants to increase their 
take-up of pensions? 

note that the particular problem in this 
example is purely hypothetical (pensions are not 
necessarily more reliable than housing in the uK), 
but it arises from the possibility that different 
kinds of people will have different preferences. 
The difficulty for those who want to reject the 
idea of (re)shaping people’s preferences is that 
some preferences and behaviour will lead to 
better or more stable outcomes than others, but 
people are not always in control of, or even aware 
of, how their preferences might influence their 
economic outcomes. If government is supposed 
not to shape people’s beliefs and attitudes, neither 
can it remain agnostic if some people have 
significantly worse outcomes and lower levels of 
wellbeing than others.

assets, people begin to think for the long term and 

pursue long-term goals. In other words, while income 

feeds people’s stomachs, assets change their minds.44

The idea of such an ‘asset effect’ doesn’t necessarily 
require – but nor does it rule out – an equitable 
distribution of assets. Rather, it suggests that 
having some assets is good for individuals, and also 
for markets. Where people have assets, markets 
operate more effectively for at least two reasons. 
First, asset creation can allow everyone to access 
the market, and to consider how best to maximize 
their talents and efforts. Those without assets 
cannot easily make such choices and therefore 
end up in ‘suboptimal’ jobs in the labour market. 
a second explanation for why assets improve 
market efficiency focuses on their potentially 
transformative effects on people’s attitudes and 
behaviour: that is, owning assets makes people 
recognize the economic benefits of such ownership, 
and ultimately encourages people to act on the 
basis of a profit motive to maximize the value of 
their asset.

This latter possibility points to a more 
explicitly normative argument for asset-building, 
typically associated with the political right and 
neoclassical economic theory. according to this 
theory, a person who owns assets (or property) is 
more likely to behave in an economically rational 
and self-interested way, by maximizing the value 
of their assets.45 although most neoclassical 
economists disavow the idea that their ideals have 
any implications for ethics, many proponents 
of an ownership society also clearly believe that 
home-ownership creates better people, and not 
just better markets. 

any claim that a particular set of behaviours is 
better than others is sometimes viewed as contro-
versial, particularly where the state is involved in 
promoting those behaviours. Scepticism that any 
code of moral behaviour could ever be agreed 
was the stated reason why neoclassical thinkers 
such as Friedrich hayek supported the market as 
a neutral arbiter of various preferences.46 hayek 
and his followers emphasize the diversity of views 
surrounding what constitutes a good life or action, 
and the resultant difficulty of resolving disagree-
ments through moral argument; the market is then 
interpreted as a technical non-moral procedure 
for adjudicating these conflicts by determining the 
costs of these different ‘preferences’. yet while 
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value on community-belonging and traditional 
social practices sometimes argue that markets 
destroy those communities and traditions. a 
recent example is Philip Blond’s ‘Progressive 
Conservativism’ (or ‘Red Tory’) project that 
emphasizes the importance of providing ownership 
for the knock-on effects it has in supporting better 
and more cohesive communities.50 Whether or 
not we agree with Blond’s proposals, we need to 
think more deeply about how ‘having a share’ 
in a community corresponds to the notion of 
‘community cohesion’. 

2.5 Freedom-based arguments
The fifth and final justification for asset-building 
policies relates to individual freedom. Political 
thinkers and activists have long linked asset-
holding and individual liberty. Theorists such as 
John Locke developed an analogy out of the notion 
of ‘self-ownership’ to argue that individuals had 
a right to any land in which they had ‘mixed’ 
their labour.51 Because human beings ‘own’ their 
particular capacities, talents and efforts, Locke’s 
claim is that the products of our efforts should 
also be ours. The idea that the right to property 
is a foundational value in liberal society is central 
to much of the liberal tradition, and continues to 
inform centre-right analysis of individual freedom. 
economists sometimes argue that a right to 
property is a foundational freedom on which all 
others rest, an argument that is also prominent 
among philosophical libertarians such as Robert 
nozick.52 On the other hand, some left-leaning 
thinkers have also been moved by the Lockean 
argument, especially for those concerned that the 
value of a person’s labour might be ‘stolen’ unless 
we defend people’s right to own property.

more left-leaning strains in the liberal tradition 
have suggested an alternative linkage between 
ownership and individual freedom; for people to 
make free choices they should not be forced to 
work in conditions they reject in order to survive. 
It may seem that people are nowadays never 
required to work as ‘forced labour’, but theorists 
including Phillipe Van Parijs have questioned 
whether existing markets do provide ‘real freedom 
for all’.53 For example, do people who have to take 
the first job on offer at age 18 really have equal 
freedom compared to those who spend a gap year 
travelling the world or those who begin a course at 
university? here the argument is that if people had 

2.4 Citizenship and the ownership-
society

a fourth argument for asset-building policy is a 
citizenship argument. In general such arguments 
are normative – they suggest that citizenship 
ought to include ownership of some assets. These 
arguments relate to social justice concerns with the 
distribution of assets and can be compared to T. h. 
marshall’s famous theory of citizenship rights.48

according to marshall, citizenship rights 
expanded from the 18th and 20th centuries to 
include first civil, then political and finally social 
rights. This typology is often invoked to explain 
and justify the welfare state, whereby everyone is 
ensured basic goods as a matter of citizenship, and 
in which redistributive taxation has ensured that 
everyone has a basic standard of living.

Citizenship arguments resonate with aspects 
of a wellbeing or distributional account, but are 
distinctive in explicitly linking assets to citizenship. 
While everyone contributes to and benefits from 
social cooperation, the political sphere requires 
all of us to participate as equals in public debate. 
Furthermore, the state is obliged to treat everyone 
with equal concern and respect and protect our 
rights in a way that markets and other institutions 
and personal relationships are not.

We may either emphasize how equal partici-
pation requires people to have some minimal 
level of assets, or perhaps, more controversially, 
suggest that the very notion of the political implies 
that everyone should share the benefits of social 
cooperation. Policies including public ownership, 
cooperatives and citizen’s stake make some use of 
these ideals, and further suggest greater democratic 
control over collectivized assets. an important 
debate in this context is whether people who do 
not contribute to or participate in the political 
process undermine justifications for asset-building 
policies on the basis of citizenship participation 
or contribution. For example, Stuart White has 
suggested that the notion of ‘reciprocity’ is an 
important requirement for asset-based policies; 
in other words, those who get a citizenship-based 
asset should in return contribute to and participate 
in democratic society.49 

These sorts of arguments have been largely 
associated with the ‘left’ of the political spectrum, 
but they have also occasionally been pursued 
by right-of-centre or conservative commen-
tators. Those conservatives who place a high 



Khan: Why dO aSSeTS maTTeR?   27

policies are framed, and how we assess policy 
consequences.

more specifically, we assessed five kinds of 
arguments for asset-building, each of which may 
be justified in terms of efficiency or justice. 

Financial/Wellbeing arguments. –  assets are 
important for improving people’s financial 
wellbeing. This may be because having 
assets supports people’s participation in 
the wider economy (i.e. their financial 
inclusion), or because a basic level of assets 
is essential for people to live a decent 
life. Low levels of asset-holdings can also 
jeopardize the wider economy, and reduce 
the possibilities for saving and investment. 

Distributive concerns. –  discussions about 
the distribution of assets sometimes 
reference market-based and justice-based 
arguments. On the one hand, efficient 
markets require everyone to be able to 
access and compete in the market on fair 
terms; on the other, fairer life-chances 
would require a more equitable distribution 
of assets. 

Behavioural arguments. –  Owning assets 
has widespread and diverse effects on 
people. In particular, it improves people’s 
confidence, their ability and willingness to 
engage in the economy, and plan for the 
long term: ‘while income feeds people’s 
stomachs, assets change their minds’.54 
assets may also make people more 
rationally self-interested. 

Citizenship. –  Some asset-based arguments 
focus on the idea that people ought to hold 
a ‘stake’ in their society, and that doing so 
can increase participation. equal partici-
pation arguably requires people to have 
some minimal level of assets; either because 
the very notion of the political implies that 
everyone should share the benefits of social 
cooperation, or because ‘having a share’ in 
a community corresponds to the notion of 
‘community cohesion’. 

Freedom-based accounts. –  Political thinkers 
and activists have long linked asset-

assets they might consider alternative employment, 
training or education, allowing them more freedom 
to choose the kind of life they would like to lead. 

2.6 Assets as one justification for 
policy
Before concluding this section, it is worth 
explaining an important point about policy in 
general, and asset-based policy in particular. This 
is that arguments for asset-based policies are not 
limited to the value of assets themselves or indeed 
to any of the justifications discussed above. Rather, 
assets are also implicated in other policy areas, 
such as housing, consumer confidence, the labour 
market and even in terms of the fiscal stability of 
the country.

On the one hand, these multiple desirable aims 
may seem a good thing for advocates of asset-
based policy. If assets achieve so many desirable 
individual and social goods, how can they be 
criticized? On the other hand, these multiple 
aims make it more difficult to pin down exactly 
what asset-based policies are supposed to achieve. 
Furthermore, these aims may conflict, or at least 
the policies recommended may conflict. This 
arguably makes it more important to specify clearly 
which aims asset-based policies are proposed to 
achieve, and why and how the policy is designed in 
order to achieve these goals.

While we do not explicitly endorse any of the 
justifications listed above, this research concerns 
assets as a way of responding to ethnic inequal-
ities. So although policies may have multiple 
aims, this focus on ethnic inequalities means 
that we are slightly more likely to emphasize 
the wellbeing, distributional and citizenship 
arguments for asset-building in the following two 
sections. That is, we consider how asset-building 
measures might reduce ethnic inequalities in the 
uK today.

2.7 Section summary
This section has addressed the question: what 
is the aim of asset-based policy. Responses 
have included: to make people more confident, 
to ensure better access to markets, to increase 
social mobility, to enhance social justice and to 
expand the notion of citizenship. This question 
matters not only because there is disagreement in 
the literature, but because the answers affect the 
kinds of policies we might develop, how existing 
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in employment, training or education – 
allowing them more freedom to choose the 
kind of life they would like to lead.

It is worth clarifying whether the seemingly 
universal support for greater saving and asset-
holding always derives from the same sorts of 
considerations – and whether the supporters would 
recommend the same sort of policies. Furthermore, 
some policies that increase assets may also have 
other benefits, some of which may be deemed 
more fundamental than any asset-effect – such as 
increased life-chances, or greater citizenship partici-
pation. In section 3, we draw out the worthwhile 
nature of these arguments by analysing existing 
asset-based policies.

holding and individual liberty. The idea 
that the right to property is a foundation 
stone of a liberal society is central to 
much of the liberal tradition. economists 
sometimes argue that a right to property 
is a foundational freedom on which all 
others rest, an argument that is also 
prominent among philosophical liber-
tarians. Left-leaning strains in the liberal 
tradition have suggested an alternative 
linkage between ownership and individual 
freedom: for people to make free choices 
they should not be forced to work in condi-
tions they reject in order to survive. here 
the argument is that if people had assets 
they might consider alternatives – whether 
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having set out some of the evidence on assets 
in the uK, and various arguments for why and 
how assets should be increased or more equitably 
distributed, in this section and the next we 
consider the variety of policies that might bring 
those (diverse!) goals from theory into reality. 
In this section we evaluate the extent to which 
some existing policies can be understood as 
asset-building. Our assessment of these policies 
highlights concerns relating to ethnicity and 
equality in a way that policy documents do not 
always make clear.

3.1 Government understanding of 
asset-building
In 2001 the Labour government set out its under-
standing of and justification for existing asset-
based policies in the important document Savings 
and Assets for All, which explained the benefits of 
assets and savings as follows: 

In addition to the direct financial benefits of 

saving, there are indirect behavioural benefits to 

be gained through promoting saving. There is 

some evidence to suggest that the process of saving 

has a positive impact on individual’s self-reliance, 

and attitude towards personal development. This 

behavioural benefit of saving offers one important 

rationale for the Government to become involved 

in encouraging saving. many of the direct financial 

benefits of owning a stock of savings could be 

delivered through income transfers, grants or loans. 

The behavioural benefits, however, can only be 

realised if individuals are encouraged to develop 

a ‘saving habit’. There is also an argument that 

behavioural benefits in individuals, such as greater 

focus on the future, have broader social benefits 

which the Government should seek to pursue.55

This quote indicates that the Treasury is princi-
pally concerned with the behavioural and further 
financial benefits of asset-building policy. Critics 
of Labour have suggested that their policies on 
savings and assets, but also in terms of the ‘choice 

Section 3: Existing Asset-based Policies

agenda’, show that they view individuals as finan-
cially prudent consumers of various goods and 
services.56 The statement quoted above aligns their 
policy with behavioural aims, with its suggestion 
that a good citizen should be financially aspirant 
and oriented towards the market, and aiming to 
maximize their income through their choice of 
employment. 

at the same time, however, the government 
explicitly recognizes that assets would have a 
beneficial impact on social mobility and achieve 
other good outcomes. For example, the Treasury 
cites evidence ‘that asset poverty has a strong 
independent effect on young people’s chances in 
life’. In particular, they note that employment and 
earnings correlate quite strongly with savings and 
assets, and thereby improve ‘people’s economic and 
social wellbeing’.57

This quote explains why Labour government 
policy is often summarized in terms of ‘asset-based 
welfare’. This terminology is much influenced 
by the important work of the Institute for Public 
Policy Research (IPPR). From 2000 the IPPR 
explained the benefits of asset-holding in terms of 
asset-based welfare and commissioned a number 
of influential academics and policymakers from 
around the world to explain these ideas.58

The term ‘asset-based welfare’ explains how 
asset-building policies are perceived as supple-
menting other social policies, in particular targeted 
benefits provision and universal service delivery 
such as the national health Service. It also implies 
that ‘welfare’ is the most important aim or benefit 
of these policies, a notion the government seems to 
endorse. The IPPR has at times suggested a more 
expansive notion of the benefits of asset-based 
welfare, in particular how assets may be conceived 
as a ‘citizen’s stake’, but that is not the reading of 
asset-based welfare found in Savings and Assets 
for All. In general, the Treasury document follows 
Sherraden’s analysis of the value of assets by 
focusing more on financial wellbeing and on the 
behavioural consequences of having more assets. 
That is, the emphasis is more on efficiency concerns 
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financial asset at the start of adult life to 
invest in their futures; and 
build on financial education to help people •	
make better financial choices throughout 
their lives.60 

In the documentation that accompanies the CTF, 
the government clearly recognizes the effect that 
asset-building can have on improving life-chances. 
evaluating the importance the government places 
on these distributive concerns is in part a matter 
of interpretation, though the behavioural and 
financial effects of the Child Trust Fund are more 
prominently and frequently mentioned. an alter-
native way of assessing the aims of the CTF is to 
consider its actual design and implementation, and 
in particular four features of the policy.

(i) The first feature is that while the CTF is in 
general universal (it applies to everyone born in the 
uK), it also includes a greater initial endowment 
for children from disadvantaged backgrounds.61 
This targeted larger sum allows the policy to be 
more distributively fair, in that children from 
disadvantaged families – namely those who 
currently lack assets – get a larger initial asset; as 
the Treasury puts it, the CTF is ‘both universal 
and progressive’. The progressive nature of the 
policy clearly indicates an ambition to improve the 
wellbeing of poorer people, although the amounts 
involved may not be adequate to support the more 
ambitious aim of improving life-chances. 

(ii)The second feature of the policy is that 
a CTF may be ‘topped-up’ to a maximum of 
£1200 per year, or roughly £100 per month. 
While these sums may be quite small for 
wealthier families and investors, they are 
beyond the reach of many people in Britain. 
Significantly, the difference between funds that 
have consistent and large payments as compared 
to those that have none, or few or infrequent 
payments becomes very large over 18 years. and 
given that only one-third of households report 
savings of more than £3000 at any time (and 
only 20% among the bottom income quintile), it 
is very likely that the top-ups will lead to greater 
asset inequality. To understand these effects, 
Table 9 shows how different monthly contribu-
tions can lead to vastly different totals in Child 
Trust Funds when, at the age of 18, children 
become eligible to access their fund.

Table 9 demonstrates that it is the monthly 

than justice-based ones, though the latter are not 
entirely lacking.

 
3.2 The Child Trust Fund
Savings and Assets for All concludes with a section 
on two possible policies, namely a Child Trust 
Fund and the Saving Gateway. Both of these have 
now been implemented, with the Child Trust Fund 
made available to every baby born in the uK 
since 1 September 2002. The Child Trust Fund 
(colloquially known as the CTF or ‘baby bond’) 
provides each of these babies with a £250 initial 
voucher, and the Treasury then provides another 
£250 contribution at age 7. Children from more 
disadvantaged backgrounds – those eligible for the 
full Child Tax Credit (household income below 
£16,040 in 2009) – can receive a larger initial 
grant of £500 at birth and a further £500 at age 7, 
and all funds can be ‘topped-up’ to an amount of 
£1200 per year (£100 per month).

according to the Treasury, the CTF conforms 
with the three aims of its ‘active welfare strategy’:

Security: in future all children will have the 

backing of a stock of financial assets at the start of 

their adult lives, helping to cushion the impact of 

unforeseen circumstances; 

Opportunity: funds can be used to take advantage 

of opportunities throughout adult life, enabling 

individuals to play a more confident and 

continuous role in their communities; 

Responsibility: development of the saving habit 

will promote independence and financial education 

will help individuals to make better financial 

choices throughout life.59

Comparing these aims to those outlined in section 
2 above, it seems that the government is concerned 
to improve financial wellbeing and financial 
behaviour, but also to use asset-based policy as a 
way of improving life-chances (‘opportunity’) for 
all. On the other hand, the four objectives that 
the CTF is supposed to achieve focus more on 
behaviour and a narrower conception of financial 
wellbeing. These are summarized as follows:

help people understand the benefits of •	
saving and investing;
encourage parents and children to develop •	
the savings habit and engage with financial 
institutions; 
ensure that in future all children have a •	
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provides any wider citizenship benefits is far from 
clear, especially given the cost of tuition fees. Is 
£1000 really enough for poorer children to attend 
university (a three-year commitment) and gain 
entry to the attendant economic and employment 
opportunities that education provides?64 On the 
other hand, if the CTF is supposed to provide 
young people with appreciation of the importance 
and value of assets, some may argue that the distri-
butional inequality in the CTF is less important 
than the fact that every child gets one.

(iii) a third feature of the CTF’s operation is 
that parents can choose how they wish the fund 
to be invested in terms of three differing accounts: 
an interest-bearing cash account, a stakeholder 
account, and a non-stakeholder shares account. 
Two aspects of this choice are worth noting. First 
is that fully 25% of parents don’t make a decision 
regarding the kind of account and so have their 
child’s fund automatically enrolled into a stake-
holder account.65 The lack of parental engagement 
also extends to top-ups, where many do not 
seem to be making additional monthly payments, 
whether because they are unable to, unwilling to, 
or simply unaware of this option.

another difficulty parents face is deciding 
which specific Child Trust Fund to invest in. even 
those parents who are willing and able to ‘top 
up’ their child’s fund may not be able to under-
stand which CTF product is the most relevant for 
them. There are 71 providers of CTFs, and while 
each provider is required to offer a stakeholder 
account, almost all seem to offer more than one 
kind of CTF product.66 not only does this create 
confusion, it also means that the returns on funds 
will vary enormously; while some of these differ-
ential outcomes will be based on greater financial 
awareness, some will be based on unfortunate or 
unlucky investments. all funds have some risk 
attached to them, but is it fair for a child whose 
parents were fortunate enough to earn up to 7% 
interest to have almost twice the fund of one 
whose parents only got 1 or 2% interest? If the 
aim of the CTF is to provide young people with 
a good start in life and to engage in the savings 
habit, it is important that very unequal results 
do not undermine these aims; in any case these 
unequal (and regressive) outcomes certainly call 
into question the notion that the CTF will make 
life-chances more equal or contribute to citizenship 
participation. 

top-ups that alter the ultimate size of a CTF, 
much more than the differential endowments the 
government provides to disadvantaged children. 
even a typical CTF with contributions as small 
as £5 each month will be significantly larger than 
one that gets the £250 at a child’s birth and again 
at age 7.63 and as the table indicates, a fund with 
the maximum payments of £100 per month can 
expect a total value of over £30,000; this compares 
to less than £2000 for children from disadvan-
taged families who benefit from the additional 
government contribution but whose families are 
unable to contribute any further to the fund. Of 
course it is significant that the extra £250 the 
government provides to disadvantaged children 
doubles the amount for a family that cannot afford 
any top-ups, from £893 to £1783.

The top-up feature of CTFs significantly under-
mines its distributive effects. not only do the 
top-ups largely determine the size of the fund 
at age 18, but these savings are tax-free and so 
provide a way for wealthy parents to pass on 
their wealth without contributing to the public 
purse. It could perhaps be argued that CTFs redis-
tribute assets intergenerationally among wealthy 
people, but this is not a very relevant sort of asset 
inequality in the uK. Whatever the aims of the 
CTF as an asset-based policy, the form of the 
policy means it cannot equalize assets or provide 
equal life-chances for all; but it can ensure that 
everyone has at least some assets when they turn 
18. Whether the size of this asset – less than 
£1000 for people who don’t add any top-ups – 

Total (£) at Age 18 (including £250 
or £500 additional sum at age 7)

Monthly  
top-up

Initial 
endowment 

£250

Initial 
endowment 

£500

None 893 1783

£5 2492 3383

£10 4092 4983

£20 7292 8184

£40 13,694 14,585

£100 £32,897 £33,788

Table 9. Size of Child Trust Fund given 4% return 
with various monthly top-ups62
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unlike the Child Trust Fund, the Saving 
Gateway explicitly targets those who currently 
lack adequate assets. under the scheme the 
government will ‘match’ every pound saved 
with a 50p contribution, up to a maximum of 
£25 per month (or a total of £300 per year). 

The notion of ‘matched’ savings is sometimes 
criticized, as this is significantly different 
from how ‘mainstream’ savings products are 
delivered, namely through the application of 
interest. Furthermore, the ‘matched’ amount is 
quite high at 50% of the total saved, perhaps 
suggesting that savers will be unwilling or 
unable to take up more ‘mainstream’ products. 
however, evidence from similar schemes in the 
uSa – Individual development accounts (Idas) 
– found that matched savings support a high 
return in quality-of-life investments (education, 
training, self-employment and home-ownership), 
and influence people towards adopting a culture 
of saving and investing.71 Including financial 
education as part of the Saving Gateway 
programme could further boost its potential 
for developing wider notions of saving amongst 
low-income participants. 

The Saving Gateway has already been 
subjected to extensive evaluation and 
assessment, so here we simply highlight 
potential equality issues. It is of course 
good that the scheme focuses specifically 
on low-income groups, and there is some 
indication that it will indeed promote savings 
and encourage greater participation in financial 
decision-making among these people through 
the matched savings rate.72 Furthermore, 
because the Saving Gateway is likely to be 
delivered by trusted local intermediaries such 
as social housing landlords, the scheme will be 
more easily delivered to people who have less 
trust in and familiarity with mainstream or high 
street financial institutions.73

In terms of ethnicity the evaluation of the 
pilot programme found little variation in 
take-up of the Saving Gateway.74 For reasons 
we have already explained, namely lower 
income, less awareness of financial products, 
and barriers related to migration status and 
language, these findings may seem surprising. 
as the policy develops, we should continue to 
monitor SG take-up among different groups, 
including Bme people.

(iv) The fourth and final feature is that the 
child gains full control of the fund when they turn 
18. This suggests that government did not want 
to dictate what the Child Trust Fund should be 
used for. While government ‘paternalism’ is often 
controversial, there is some concern that 18-year-
olds may not behave responsibly with their fund 
and instead spend it on holidays, cars or other 
consumer goods (sometimes called ‘stakeblowing’). 
But while the government was uncomfortable 
with the notion that it should prevent certain uses 
of a CTF, they also rejected setting out any such 
restrictions on the basis that it would be impracti-
cally difficult to monitor and enforce them. In fact, 
children are given some control of their CTF from 
the age of 16. That is, they can choose how to 
invest it at that point, further providing them with 
greater familiarity of financial products.

having set out the government’s aims for 
the CTF, we can evaluate whether any further 
equity issues arise. existing data does not provide 
a breakdown of CTF take-up, value or type of 
fund by ethnicity. But given the lower levels of 
financial awareness for most Bme groups, and that 
immigrant groups in the past have been found to 
have lower take-up of a range of financial products, 
we might expect Bme parents to have been less 
aware of CTFs, less likely to choose a product, and 
less likely to top-up their funds.67 Given the lower 
levels of existing savings,68 and also of income,69 it is 
unlikely that many Bme parents will be able to put 
aside additional money for their children. On the 
other hand, the CTF benefits only those born after 
2002 and, as the Bme age profile is much younger 
than the national average,70 they are more likely to 
benefit as (proportionally) more of them will be able 
to receive a Child Trust Fund.

3.3 Saving Gateway Scheme
The government has recently announced that it will 
implement the Saving Gateway Scheme in 2010 
following assessments of the pilot programmes 
that ran from 2005 to 2007. The policy was first 
designed in 2001, and applies only to those in 
receipt of:

Income Support•	
Jobseeker’s allowance•	
Incapacity Benefit •	
employment Support allowance•	
Severe disablement allowance•	
Tax credits – an income below £15,575 •	
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3.4 Housing policy and asset-based 
policy
having discussed policies that are widely under-
stood in the context of assets, we now focus on 
housing policy. as we have already noted, housing 
is the single greatest asset for most people in the 
uK. however, housing policy has been arguably 
dominated by the consistent goal of increasing 
home-ownership over the past 30 years, among 
both Conservative (e.g. Right to Buy) and Labour 
(e.g. Shared Ownership) governments.

While housing policy and asset-based policy 
may seem obviously in accord, there are significant 
differences. housing policy must in part be driven 
by the requirement for everyone to have shelter 
(and to improve substandard housing for basic 
health reasons), and may also make assumptions 
about why home-ownership is valuable to people in 
non-asset terms. Some interpretations of asset-based 
policy – especially those that emphasize behavioural 
change – match housing policy quite well, but others 
do not. If assets are to be relatively exchangeable 
for cash and provide citizens with a stake, housing 
policy may not be the best lever for advancing those 
aims. and other aspects of housing policy – such 
as the development of ‘mixed’ residential areas and 
the ‘regeneration’ of particular urban areas – do 
not seem to be relevant for asset-building (although 
these may of course be very desirable aims). To 
the extent that there are limits to levels of home-
ownership, asset-building policies may have to take 
these factors into account as well.

here again it is worth noting data on ethnicity 
and housing tenure. according to John hills’ 
important study, 70% of social tenants have 
incomes with the poorest two-fifths of overall 
income distribution, and the proportion of social 
tenant householders in paid employment fell from 
47% to 32% between 1981 and 2006. This has 
occurred against a backdrop where 27% of all 
Bme householders are social tenants (including 
half of Bangladeshi and 43% of Black Caribbean 
and Black african householders), compared to 
17% of White householders.78 however, there 
is a need for more research on the links between 
ethnicity, tenancy and mobility.79

We try to evaluate policies such as equity shares, 
shared ownership and other housing proposals 
fairly and on their own merits, but it is significant 
that these policies are not always or best justified 
based on their contribution to asset creation.

But perhaps the biggest equity consideration 
in evaluating the Saving Gateway is whether 
it is a good and effective policy for very poor 
people. In general, critics such as the Institute 
for Fiscal Studies (IFS) question whether asset-
based policies are an appropriate response to 
the needs of very poor people and query the 
evidence on whether asset-based policy products 
have in fact realized the benefits cited by the 
policy’s defenders.75 an early IFS evaluation 
of the Saving Gateway pilot suggested that 
only one in eight of the poorest fifth of the 
population will benefit in the way government 
expects, and the remainder may need to borrow 
to save into the scheme. People on low incomes 
do not have any disposable income to allocate 
to saving in the first place, and to the extent 
that people are enduring a hand-to-mouth 
existence, increasing their income may be a 
greater priority than encouraging them towards 
long-term thinking and financial planning.76 

These critics of the Saving Gateway would 
rather increase benefit payments, strengthen 
the Social Fund and consider other ways of 
increasing income. They argue that alter-
native non-asset (and targeted) policies would 
have greater impact on the wellbeing of the 
poor. Their point that some relatively well-off 
people such as older people with low incomes 
and students might be targeted by the scheme 
explains why there are restrictions, as listed 
above, to prevent such people participating in 
the Saving Gateway.77

Such criticisms focus on distributive and 
wellbeing considerations for asset-based 
policies, but do not touch on citizenship 
arguments. however, as neither the CTF nor the 
Saving Gateway is justified on those grounds 
(nor do the amounts involved seem large 
enough to do so), it is perhaps understandable 
that participation and the wider development 
of ‘ownership’ have been peripheral to the 
debate. If the IFS is right that, given the level 
of their financial needs, some people should not 
be saving, it might perhaps be more open to a 
policy that provided everyone with an asset as 
a ‘citizen’s stake’ and did not require them to 
save anything out of their current income. Such 
sums might also need to be considerably larger 
in value than those figuring in the CTF and SG. 
We consider these alternatives in section 4. 
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community and to be regulated and monitored 
for compliance with market values and fair 
practices. In addition to practical concerns about 
the viability and cost of equity shares, there 
is evidence of landlord and lender scepticism 
regarding the application and administration of 
an equity share scheme, and their buy-in would 
be crucial to the success of any policy in this 
area. however, landlords and lenders favour the 
formation of an ‘asset account’ (discussed below), 
where the benefits of any such policy are slightly 
more limited, over one with any formal ownership 
rights.82

In terms of equality, a major concern with 
equity shares and indeed all housing policies is 
that housing, like many other assets, is not always 
a stable investment. The housing market goes up 
and down – sometimes precipitously – and poorer 
people in general might not benefit as much from 
rising prices if their properties were in less desirable 
areas. Landlord and lender scepticism could result 
in the most disadvantaged not benefiting, especially 
if there are conditions on who can get a share, and 
how much. also, the landlord and lender preferred 
‘asset account’ (see next section) might not deliver 
the full benefits of asset-holding, particularly if 
people couldn’t easily access the funds, but also if 
the intention were to provide a citizenship stake.

With respect to ethnicity, these policies could 
have a beneficial effect if fairly implemented. This 
is because a disproportionate number of some 
groups – particularly Bangladeshis and Black 
africans – live in social housing. There is evidence 
that such groups also prefer home-ownership and 
might be willing to take advantage of schemes 
that make that option more affordable while also 
allowing them to stay close to family and friends.83

3.4.2 Shared ownership 
Shared ownership schemes are largely based on the 
same principles as shared equity in social housing, 
in particular by focusing on how owning a share 
of one’s home can have wider behavioural effects. 
however, shared ownership typically applies only 
to people in paid employment and also permits 
the taking of larger shares in the property. For 
example, new property developments sometimes 
include a mix of shared ownership, especially 
for ‘key workers’ such as nurses or teachers. The 
buyer gets a significant ‘share’ of ownership (say 
50% or 75%), and pays rent on the remainder of 

3.4.1 Equity shares in social housing
equity shares in social housing are based on the 
idea that existing social tenants could gain a share 
(or equity) in their existing housing in a way that 
would be more flexible and financially inclusive 
than the ‘right to buy’. however such schemes 
are implemented, they are intended to provide the 
various benefits of asset-based welfare by providing 
tenants with a stake in their property. The Labour 
government seriously considered this idea from 
2001 onwards, resulting in a review published 
by the Office of the deputy Prime minister, and 
further research by the IPPR and the Chartered 
Institute of housing.80

Social housing was identified as a possible 
source for building assets because of the low 
level of asset holdings in that sector, and because 
a possible ‘asset-effect’ might be particularly 
beneficial for the majority of people living in social 
housing who current lack an asset. not only would 
disadvantaged people benefit from rising house 
prices, but they might also develop a stronger 
interest in maintaining and improving the property, 
and in developing longer-term plans; they might 
become more ‘financially included’ as well.

Practically, a variety of ideas were considered, 
though none were fully piloted and the idea now 
has little support, perhaps because of concerns 
about feasibility and cost. discussions on equity 
shares were not explicit about what proportion of a 
property a social housing tenant might be expected 
to earn, although amounts as low as 5% or 10% 
were considered.81 determining how to distribute 
these assets – and what share different tenants might 
get – is another difficulty, with suggestions that a 
tenant’s stake could be linked to length of tenure, 
ability to pay or, more controversially, behaviour. 
although the literature clearly allows for individuals 
to sell their stake immediately, this would poten-
tially undermine the wider ‘asset-effect’ goals. To 
encourage people to keep and leverage their assets, 
and to realize any asset-effect, stakes might have to 
be less than 50% of a property, although if equity 
stakes were too small they might not produce any 
change in tenant behaviour.

 moving from behavioural to more financial 
considerations, an equity stake might allow tenants 
to access other financial products and services, 
for investment or for paying a loan. equity share 
schemes would probably need to be non-centralized 
in order to fit the needs and situation of a specific 
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provide people with annuities. Organizations such 
as age Concern publish guides to equity release, 
and report increased interest in it over the past 5 
years.84

Such schemes still have fairly low take-up, 
in part because of an image problem following 
mis-selling of these products in the 1980s.85 
Furthermore, no major bank offers these products, 
and those that do, appear to charge high rates 
of interest relative to the size of mortgages. as 
explained in section 1.3 above, housing is not 
simply an investment, and when it comes to equity 
release, both parents and children often have 
emotional attachments to their homes that prevent 
them from viewing or using their property solely as 
an asset. more people appear willing to ‘downsize’ 
to another home, and use the resultant savings 
as a stream of income, than to release equity in 
their existing home, though it is important for the 
Financial Services authority to continue to support 
these latter products for those who desire them.

3.4.4 Other possible housing-based 
policies
Researchers have suggested that home-ownership 
significantly reduces the self-perceived economic 
stresses of blue-collar employees, increases 
community stability and relations and reduces anti-
social behaviour.86 although the evidence for these 
putative benefits is somewhat inconclusive,87 duration 
of residence rather than type of tenure appears to 
be the most decisive factor in the development of 
social capital. Non-ownership housing policies would 
therefore be worth investigating, but as these do 
not directly involve asset-building, we only briefly 
summarize some of the proposed options:

 
Tenant Asset Accounts:

have potential for accruing ‘rental miles’ •	
dependent on length of time in house and 
adherence to tenancy agreement through a 
special savings account.  
do not involve reliance on property value, so •	
make it a more tangible and simple option. 
ensuring tenants have a bank account aids •	
financial inclusion – with a potential major 
role for social landlords to help in delivering 
the account. 
‘Rental miles’ accrued could be potentially •	
‘cashed-in’ for rent-free weeks or to develop 
a share in ownership.   

the property’s value. Shared ownership may be a 
positive factor in transforming an area through 
regeneration, and owner-tenants with significant 
stakes in their homes may be more committed to 
their area.

as with all housing-based schemes, an evaluation 
of shared ownership is dependent on the state of 
the housing market. Tenant-owners will see their 
ownership share increase if house prices go up, but 
this can reinforce inequalities by area/postcode as 
tenants in good (i.e. already prosperous) areas would 
benefit the most. Furthermore, if prices go down, 
this could contribute to further ‘residualization’ 
of low-value areas (i.e. already poor or disadvan-
taged areas) when prices are static or falling. Given 
that some Bme groups – for example Pakistanis – 
currently own property in areas with lower property 
values, this concern is not entirely academic.

3.4.3 Equity release 
In section 1.5 we discussed how asset-holdings 
increase as people get older, peaking at age 60–64, 
and reducing slowly until age 75, beyond which 
they decline precipitously. This decline of assets in 
old age is partly explained by the dwindling size 
of people’s savings and pensions pots as they draw 
down income from them. But it is also a fact that 
the value of many people’s pensions cannot be 
satisfactorily inflation-proofed. Those purchasing 
annuities out of defined contribution pension 
schemes cannot always afford to live with the 
extremely low levels of startup income proposed 
by pension providers when offering income growth 
as opposed to a fixed amount per year. But opting 
for the fixed rate means their income will decline 
sharply in real value year on year.

as is widely recognized, a major reason for 
significant asset-holding among people aged 
60–64 is that assets and wealth accumulate over 
a lifetime, and are spent after retirement. more 
significantly, for this section, people often own 
their homes outright by the time they turn 60. 
however, much of this wealth is nominal: people 
cannot easily access the value of their home, and 
find themselves asset-rich but cash-poor. 

‘equity release’ schemes are intended to respond 
to the position of retired people who own their 
home but have relatively little income. The idea is 
that a portion of their asset (i.e. their home) could 
be sold off to provide them with a steady stream 
of income over a number of years, just as pensions 
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3.6 Section summary
Two key flagship policies have been developed 
in line with the government’s asset-based welfare 
agenda: the Child Trust Fund and Saving Gateway. 
The design of these policies suggests particular 
kinds of justifications for asset-building, namely 
those focusing on financial wellbeing, increasing 
a saving habit, and consumer choice. There is 
nothing necessarily objectionable about these 
aims, but these policies – in particular the Child 
Trust Fund – could have been justified on different 
grounds, in particular to support citizenship partic-
ipation or improve life-chances. Indeed, the IPPR 
has recently suggested that the term ‘Child Trust 
Fund’ inevitably sidelines the distributional and 
citizenship goals of the policy, while other terms 
(say a ‘Citizen’s Stake’) might have better achieved 
these outcomes.90 To summarize the key arguments 
here:

asset-building policies are more likely to  –
focus on behavioural arguments, though 
the Treasury recognizes the value of social 
justice arguments as well.

Current asset-building policies such as the  –
Child Trust Fund and Saving Gateway seem 
to fit behavioural and perhaps poverty-
alleviation aims better than other ‘asset-
effect’ aims or social justice.

With the Child Trust Fund, children of  –
wealthy parents are likely to have a fund of 
£30,000 or more, while poorer children will 
end up with less than £2000. This under-
mines social justice goals, and increases 
inequality.

as only 12% of the bottom quintile will  –
benefit from the Saving Gateway, it may be 
better interpreted as a poverty alleviation 
measure.

Other policies, especially those related to  –
home-ownership, are less developed. They 
could achieve an asset-effect, but they are 
difficult to implement, and housing policy 
has other aims that may not fit with those of 
asset-based policy. Perhaps most problem-
atically for asset-building aims, housing is 
vulnerable to price decreases.

In the next section we consider alternative policies 
that could realize these wider aims.

Link to the landlord’s equity or success:
Gives tenants access to increased value of •	
their landlords’ equity/business plan rather 
than individual equity in their own homes. 
a share in the housing association is viewed •	
as an incentive to look after the property.
Gives tenants a stake in housing and a role in •	
the accountability of the landlord.

These policies may be relevant for asset-building 
because they suggest an alternative to ownership as a 
way of thinking about housing policy. While home-
ownership is likely to be central to housing policy 
for all governments in the uK, it is worth consid-
ering how alternative kinds of housing policy may 
better realize the asset-building aims identified in this 
research, particularly for groups who currently lack 
assets but also live in worse housing conditions.

3.5 Universal and targeted policies
having explained various government policies 
in some detail, and how they might be justified 
on the grounds of asset-building, it is worth 
explaining a final point about the nature of policy. 
The relationship between targeted and universal 
policies is a concern that is consistently raised in the 
debate on assets. advocates of asset-based welfare 
policy, such as Sherraden, recommend targeting the 
poorest, as they currently lack assets or require them 
to meet rainy-day needs; they would also benefit 
most from any changed behaviour and attitudes. 
Others, however, recommend a universal policy, as 
this would better represent the idea of assets as a 
universal citizenship stake.88 

In some ways the Saving Gateway and Child 
Trust Fund represent these two different ways of 
designing policy – and arguably suggest different 
kinds of benefits. The question of ‘targeting’ policy 
at various ‘equality strands’ is perhaps more contro-
versial, but it may be the case that certain groups 
are more likely to be poor – or that assets will be 
particularly good for addressing their needs and 
improving their wellbeing. One example might be 
domestic violence; women with more assets are 
better able to leave an abusive relationship.89 The 
important point is that targeted policies are justi-
fiable where the targeted group has legitimate and 
unmet needs. Whether or not policies should be 
targeted or universal in part depends on what the 
justification of the policy is, and how the proposed 
beneficiaries are currently faring.
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Section 4: Alternative Policies

a variety of asset-based policies have potential 
for further development, and in this section we 
consider some of them in greater detail. Some 
are relatively constrained in their application and 
build on existing arguments in their favour. Others 
are also proposed, but may seem too radical or 
utopian to be implemented. While it is of course 
important that policies are viable and cost-effective, 
critical thinking about how we might achieve the 
various aims of asset-building allows us to reflect 
on the ideal of an ownership society in which every 
citizen has some asset. If that ideal requires radical 
policies, we should either admit that it is an ideal 
that we cannot (wholly) achieve, or consider how 
we might make those seemingly radical policies 
more feasible to implement.

4.1 Understanding asset inequality 
and taxation
We have already highlighted that asset inequality 
is far greater than income inequality, and how 
this affects social mobility and life-chances, but 
we haven’t fully explained how and why those 
inequalities diverge so significantly. One major 
reason is the uK’s system of taxation. Put bluntly, 
while income and consumption are fairly signifi-
cantly taxed, wealth is very lightly taxed. For 
example, Capital Gains Tax at only 12% compares 
favourably with the top rate of income tax at 50%, 
while only 6% of estates pay inheritance tax.91 

In fact, when it comes to income inequality, 
the provision of various benefits (whether cash 
benefits or in-kind benefits) does far more to reduce 
inequality than taxation, suggesting that greater 
wealth inequality would perhaps require wealth 
transfers to the poor. as we explain on the basis of 
dWP calculations, the distribution of various kinds 
of benefits is more progressive (i.e. much greater 
proportional amounts go to the poor) than is the 
collection of various kinds of tax (i.e. the wealthy 
do not pay more proportionally in terms of tax on 
their income than poorer people do).

Prior to the collection of income tax and the 
provision of various social benefits, the inequality 

between the top income quintile and the bottom 
quintile is 16 to 1. Following the application of 
all taxes and benefits, this reduces to 4 to 1.92 
not all taxes are progressive: consumption taxes 
such as VaT and those applied to tobacco and 
alcohol are generally regressive, but income tax is 
only somewhat progressive.93 That is, the higher a 
person’s salary, the greater the proportion of their 
income that they pay in income tax, but this effect 
is perhaps less significant than sometimes appre-
ciated.

Compared to taxation, the delivery of benefits 
is much more progressive. The bottom quintile 
of households receives £6450 in cash benefits 
(compared to £1680 for the upper quintile) and 
£7480 in in-kind benefits (compared to £3800 for 
the top quintile). The key conclusion is that the 
provision of benefits does much more to reduce 
income and consumption inequality in the UK than 
does income tax. Of course income tax funds a 
great deal of benefits transfers, and so is vital to 
these distributive effects.94

This is important because not only is wealth very 
little taxed, but there are no asset-based benefits 
provided to people in the bottom income quintiles, 
whereas tax incentives on savings, especially ISas 
and pensions, but also CTFs, provide those in the 
upper income quintiles with greater assets than they 
would have got if those savings had been taxed as 
income (or indeed as ordinary savings products). 
That is, the tax structure on savings and assets is 
quite regressive, though this may be explained by 
the need to offer people incentives to save (and the 
wealthy being more able to do so).

Before turning to alternative tax-based policy 
suggestions for raising assets, the above discussion 
raises the issue of savings mechanisms that do not 
fall into the category of asset-based welfare, such 
as ISas, premium bonds and stakeholder pensions. 
The government insists that ISas and premium 
bonds are meant to raise revenue (via national 
Savings and Investments – nS&I) or increase the 
savings habit.95 yet however these policies are 
justified, their distributive effects and variable 
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exploring the consequences of these differ-
ences in taxation is the main focus of the next 
two subsections. Taxation deserves further consid-
eration not only because wealth is very unequally 
distributed and very lightly taxed, but also because 
it is a relatively more feasible area in which policy-
makers could implement asset-building measures. It 
has also been given inadequate attention from the 
point of view of asset-based welfare. 

4.2 Inheritance tax and wealth tax
Inheritance tax seems to be politically unpopular, 
but it is a simple way of taxing and redistributing 
assets. On the one hand it is fair to redistribute 
assets in a more egalitarian way, while on the 
other hand it might be considered very inefficient 
for people without entrepreneurial or productive 
skills to inherit assets. The case for inheritance tax 
reform has been made by organizations ranging 
from the Fabian Society96 to the Economist,97 and 
it may now be more palatable politically following 
the decline in property values and the arrival of 
excessive remuneration among very wealthy execu-
tives in the financial sector.

Inheritance tax might be viewed more 
favourably if the resultant revenue were used to 
create a universal citizen’s stake. The argument is 
that the benefits an individual receives from social 

cooperation and efficient 
markets should be more 
widely shared. This is not 
only on grounds of fairness, 
but also to ensure that 
assets are better leveraged 
(in other words, people 
would be less likely to 
amass large sums if they 
knew it was going to be 
more heavily taxed, and 
would instead put those 
assets to greater productive 
use in the economy), and 
that the average inheritor 
of the tax (i.e. everyone) 
would be more likely to 
be entrepreneurial. Where 
home-owning 60-year-olds 
inherit properties or wealth 
from their 90-year-old 
parents, or where 
unemployed trust fund 

take-up are significant. not only are poorer people 
much less likely to have significant ISas (or indeed 
CTFs), but evidence in Table 4 above suggests 
that Bme people of all backgrounds are less 
likely to take up ISas and also premium bonds. 
here we suggest that the government needs to do 
more to make sure these people are targeted and 
made aware of their eligibility for existing saving 
schemes. This includes asset-based schemes such 
as the Saving Gateway and Child Trust Fund, 
but also ISas and premium bonds, ideally in a 
non-complex, user-friendly literature that is acces-
sible to Bme and disadvantaged populations with 
no or little background of regular savings.

Figure 5 shows the GInI coefficients – a 
technical measure of inequality – for (a) wealth 
and (b) income distribution before tax in the uK, 
and indicates how wealth (or non-housing assets) 
is more unequally distributed than income. The 
further the curved and the dotted lines in Figure 5 
deviate from the 45-degree straight line, the greater 
the level of inequality. We can see that in the uK 
identified wealth was significantly more unequal 
than income before tax in 1999, and the difference 
would be even more stark if the chart included 
a line representing post-tax income. although 
these data are now quite old, these differences are 
unlikely to have changed in the meantime. 

Figure 5. GInI coefficient for wealth, pre-tax income
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Liberal democrats and other critics point out 
that the existing council bands are quite narrow, 
meaning that very highly valued properties do 
not pay significantly more tax than medium-sized 
properties.101 This is another example of how 
wealth (or assets) is taxed less than income.

This latter concern points to a possible asset-
based policy development: to tax properties at a 
certain proportion of their value, say 1–2% per 
annum. For most properties this would result in 
a reduction or freezing of their current payments, 
but for very highly valued homes, this would result 
in significant increases in property tax. The point 
is not to tax people heavily for its own sake, but 
rather to use wealth taxes to build up assets for 
everyone, and so to allow everyone to participate 
more equally in public institutions. This would 
also result in greater individual liberty, as everyone 
would have an asset on which they could draw 
down funds and so consider alternative training or 
education rather than take a low-skilled job with 
few prospects for personal growth. To develop 
this policy, it would perhaps be necessary to 
reformulate the tax: from being a ‘council tax’ 
for residents of a particular locality to a ‘property 
tax’ on wealth to provide assets for everyone or 
to create a true ‘ownership society’. These assets 
could then be used to access training or education, 
or invested, thus providing more equal chances for 
everyone to access the labour market.102

as there has been substantial discussion of 
council tax reform in the direction we have 
indicated – and also to increase the powers of 
local government – we will simply raise a few final 
tax-related policies that might be implemented. 
First is the repeal or reformulation of VaT and all 
other consumption taxes. Consumption taxes are 
regressive, but they have the significant benefit of 
being easy to collect. If ease of collection leads to 
more tax revenue being collected, this may result 
in some progressivity, as lower-income people are 
likely to get more of the greater share of benefits 
available for distribution. Furthermore, some 
consumption taxes (such as those on alcohol and 
tobacco) have other aims, to do with behavioural 
change in particular and reimbursing the nhS for 
the extra costs of patient treatment that result from 
certain kinds of consumption. In any case, a variety 
of taxes and tax incentives – including those 
relating to ISas and pensions – have regressive 
effects, and such tax policies would need to be 

children inherit billions from their entrepreneurial 
parents, it is very unlikely that they will put that 
wealth to productive economic use (investment), 
especially compared to a society in which wealth 
was more widely distributed.

Some arguments for a citizen’s stake have 
focused on a broader wealth tax, levied at say 
1% or 2% of wealth (over a certain amount).98  
This would again seek to ensure that assets were 
more efficiently used, and would arguably create 
greater economic creativity and productivity – 
many assets are currently simply sitting in bank 
accounts. It would also, of course, have poten-
tially far-reaching distributive effects, and would 
arguably be less controversial than inheritance tax 
(an unpopular tax, even though it affects only 6% 
of households).99 Current concerns about bonuses 
and excessive pensions suggest that people are 
relatively comfortable with the idea that large 
amounts of wealth should be taxed, although they 
might of course feel quite different if the tax were 
applied to them directly. discussions of wealth 
tax always lead to consideration of its effects on 
the very wealthy, and whether this would result in 
them leaving the country; a broader concern is that 
wealth taxes would reduce rather than increase the 
tax base.

If a wealth tax of 1% or 2% were to be imple-
mented, however, it could greatly increase funding 
for policies such as the Child Trust Fund and 
perhaps allow asset-building policies to achieve 
distributive and citizenship goals.100 That is, a 
wealth tax could provide a significant asset to 
everyone and so provide a genuine ‘citizen’s stake’. 
In providing everyone with an asset, it would also 
achieve the current aims of encouraging a savings 
habit and altering people’s view of financial 
products and services more generally, but particu-
larly among the poor and other groups (Bme 
people for example) who currently lack such assets. 
This would result in an ‘ownership society’ for all.

 
4.3 Council tax or property tax?
Currently, council tax is not widely discussed in 
the context of assets, but it is discussed in the 
context of other policy debates. One explanation 
is that council tax could be used to provide local 
government with greater control over spending, 
while another is that older people seem to pay 
a great deal of council tax even as their income 
drops precipitously following retirement. The 
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provides direct and consistent income to people, 
which they can choose to convert into an asset, 
but which they may also spend as they please, but 
which is less easy to ‘waste’ than a large asset, 
such as the $80,000 capital grant proposed by 
Bruce ackerman and anne alstott.109 For some 
proponents of basic income, this is a strength, 
as managing assets not only requires significant 
financial education, but also because investments 
are inherently risky, and people may always lose 
a portion or all of their assets through no fault of 
their own.110 depending on how difficult it proves 
to provide financial education to everyone, on the 
varying asset-management capabilities of different 
people, and on how many people end up losing 
money on their assets, we may legitimately wonder 
whether asset-building strategies can alleviate 
poverty, much less achieve the more ambitious 
goals suggested by the ‘asset-effect’. 

4.5 Shared or collective ownership
The final set of policies we consider are various 
kinds of shared or collective ownership. Such 
ideas and institutions, or ‘cooperatives’, have a 
long history from Robert Owen’s new Lanark 
in Scotland to kibbutzim in modern Israel to the 
Prince of Wales’s development of Poundbury in 
dorset. While the details vary considerably, the 
general idea is that some kind of a community 
(often workers) share in the product and the 
administration of an institution. Cooperatives 
of various kinds are sometimes popular among 
agrarian workers and shop workers, and they have 
also functioned in the more hard-headed financial 
sector in the form of cooperative banks and credit 
unions.

Ideas such as mutuality and cooperation are 
perhaps more fashionable than they were only a 
few years ago. But historically, they have been 
advanced from the time of the early Industrial 
Revolution among such pioneers as arkwright, 
Owen and Wedgewood, whereas in more recent 
times the Liberal Party was still endorsing various 
kinds of cooperatives as late as the 1990s. For 
example, in 1986/1987 the SdP endorsed the 
notion of a ‘Citizen unit Trust’ – in which 1.5 
shares per every 100 commissioned in the private 
sector would be provided to every citizen. This 
was endorsed by Paddy ashdown in 1989, and 
Stuart White and others have shown how the ‘new 
Liberalism’ of the 1920s and 1930s influenced 

redesigned to ensure that asset-based welfare policy 
is fair and enhances citizen participation.103

4.4 Basic or citizen’s income 
The idea that everyone should have a basic, or 
minimum, income is an old one. at least as early 
as 1795, in Agrarian Justice, Thomas Paine recom-
mended £15 annual income for every 21-year-old 
as a basic citizen’s income.104 This would translate 
into roughly £10,000 in today’s money, not far 
from the Joseph Rowntree Foundation’s research 
suggestion that a minimum income standard in 
2009 would be nearly £14,000.105 debates on the 
idea of basic income fed into the development of 
the Child Trust Fund. 

discussions about basic income tend to focus 
on distributive, freedom-based and citizenship 
arguments.106 as we have already outlined those 
claims, we instead explain what a basic income 
would look like, and how it might be funded. 
Proponents of basic income suggest slightly 
different aims, but they would all recommend 
a significant income for every individual living 
in a particular nation-state, generally at a level 
to meet basic needs. While some emphasize the 
poverty-reducing effects of this policy, most focus 
on how it would open up the labour market and 
allow people to make freer choices across a range 
of financial and non-financial decisions. Feminist 
defenders of basic income have also suggested that 
it might address or halt the devaluation of caring, 
and also provide women in abusive relationships 
with the financial wherewithal to leave those 
relationships without suffering financial ruin.107

Funding for a basic or citizen’s income might 
come from the variety of wealth taxes suggested 
above. a basic income could reduce the need for 
means-tested benefits and allow significant savings 
to be made not just in terms of the cost of these 
policies but in administrative efficiencies too. 
delivering a universal lump sum annually to every 
citizen would be far less costly to administer than 
the existing means-tested benefits and would reduce 
concerns about ‘welfare cheats’ and such problems 
as overpayment of tax credits.108 as everyone would 
get the income (including the likes of Richard 
Branson, the duke of Westminster, alan Sugar and 
david Beckham), there would also be less concern 
that the policy would be ‘stigmatizing’. 

It is worth emphasizing that basic income is 
not in fact an ‘asset-building’ policy. Rather, it 
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a variety of schemes have been put forward to 
think about shared or collective ownership around 
the world. For example, in France it was proposed 
that all large, highly profitable companies should 
issue a small number of shares to be held by every 
citizen. Less radical ideas might include issuing 
government bonds to every citizen, or providing 
everyone with a share in nationalized banks or 
other institutions owned in whole or in part by the 
state. Sharing in the ownership of a publicly signif-
icant good might realize the value of citizenship, 
while public discussion regarding the use of one’s 
share could contribute to democratic functioning. 
The idea of workplace democracies may have 
fallen out of fashion, but the notion that employees 
should ‘take ownership’ of company policies and 
practices is a widely held tenet of management 
philosophy. and as we noted above, ‘public 
ownership’ is an accurate description of the current 
(October 2009) status of major British banks, a 
status that may allow or even require ensuring that 
ownership benefits everyone.

In sum, there are a variety of more or less 
radical ideas and policies for sharing ownership 
in (part) publicly owned institutions or in public 
goods. These policies certainly match with 
citizenship ideals, but they also provide a more 
universal way of improving asset-holding for 
those who currently lack such assets. Such policies 
could also be targeted at those who currently lack 
assets. The difficulty with targeting cooperative 
and collective ownership policies is that those who 
aren’t included have neither commitment to the 
policy, nor do they benefit from it, especially in 
terms of citizenship participation. 

4.6 What kind of assets?
One issue we haven’t yet fully tackled is what kind 
of assets people should have. One major concern 
for asset-building policies is to ensure that the 
assets are in fact wanted by the wider population, 
but an equally pressing issue is that the assets in 
question shouldn’t devalue. The problem of asset 
depreciation is often prominent for organizations 
that invest in infrastructure as technology changes 
quickly (as in the case of computers), but it has 
also become sensitive and prominent in the context 
of some pensions funds that in the uK have lost 
much of their value.

Pensions are undoubtedly a kind of asset, and 
they have particular features that raise wider issues 

Liberal policy ideas for many decades.111

But whatever the appetite for cooperative banks 
or shops, the idea of public ownership is far more 
controversial. Because of its ideological connota-
tions with the worst excesses of Communist parties 
in the Soviet union and China, but also because 
of the inefficiencies of many nationalized indus-
tries, any suggestion of ‘public ownership’ is fairly 
unpopular. yet at the time of writing (October 
2009), the British government – and thereby the 
taxpayer – has taken large (and in some cases 
majority) shareholdings in banks including the 
Royal Bank of Scotland and Lloyds. This degree 
of public ownership of banks, along with the 
wider effects of bank failure on the economy and 
individual wellbeing, has given further impetus to 
the idea that such ownership should be used to 
everyone’s benefit.112

an alternative idea subject to less contro-
versy – and one that is of some use in thinking 
about asset-building policy – is that of a ‘public 
good’. Public goods are widely discussed in the 
economics literature. examples include national 
security or other basic needs such as water and 
public transport. Such goods are public because 
they are ‘non-excludable’ – no-one can be denied 
their provision once the good has been provided 
to everyone; and ‘non-rival’ – meaning that 
one person’s consumption of the good does not 
undermine anyone else’s consumption. not all 
existing goods may seem to meet these criteria, and 
non-economists often conceive of public goods as 
those goods that cannot or should not be delivered 
by the market, either because efficient market 
delivery of such goods would create unfairness (say 
by charging unaffordable amounts for drinking 
water), or because the goods in question are intrin-
sically linked to the notion of equal citizenship or 
human dignity.

Whatever one’s definition of a public good, 
some kinds of social assets may be seen as public 
goods. economists often worry about the ‘tragedy 
of the commons’ whereby lack of responsibility 
and accountability regarding the use of public 
goods (for example, lands) results in their abuse 
and deterioration, but such tragedies also seem to 
affect financial markets. In any case, the point is 
that certain assets and resources may be viewed 
as a kind of public good, and so subject to some 
kind of shared ownership and democratic decision-
making.
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however, accessibility can run against stability; if a 
training opportunity or investment turns sour, the 
asset-holder loses some or all of the value of those 
assets, and also any future benefits they might have 
derived from them.

This tension explains some of the difficulties 
confronted when designing asset-building policies, 
particularly when targeting those who currently 
lack assets. From existing schemes like the Child 
Trust Fund to proposed alternatives such as equity 
shares, the actual policy design has tried to meet 
the twin, but at times competing, requirements of 
stability and accessibility. For example, the CTF 
allows 16-year-olds a limited access to their fund 
(to decide how to invest it up to maturity). until 
this point their asset is quite stable and secure, but 
fairly inaccessible. When their asset is fully acces-
sible, at 18 years, its stability may be at an end, 
as some 18-year-olds may ‘waste’ their asset on 
immediate consumption.

We cannot fully respond to this dilemma here, 
but would like to emphasize two points. First, 
asset-building policies, especially for those that 
currently lack them, must provide assets that 
have some stability. Furthermore, for people who 
are limited to a single asset or just a few, those 
assets must grow at least at the same pace as the 
basic standard of living. assets that lose value 
are of dubious value, and as the ‘law of dimin-
ishing marginal utility’ argues, a pound increase in 
consumption provides much more benefit to poorer 
people than wealthy people. This returns us to an 
earlier observation:  that very poor people may 
be better advised to increase their consumption 
and thereby improve their wellbeing today rather 
than forego that consumption for the future. If 
assets decrease in value, present consumption is 
even more desirable. asset-building policies must 
therefore not only provide stability, but also ensure 
that those assets rise along with or faster than 
inflation.

Secondly, that policy must anyhow allow 
people some access to their assets. Whether to 
induce behavioural change, to allow people greater 
freedom, or to provide more equal life-chances and 
wider life-choices, people will need to ‘leverage’ 
their assets. These two requirements (stability and 
accessibility), when combined, suggest that there 
is a need to develop different and various asset-
building policies. They certainly indicate the need 
to go beyond the housing market and the limited 

for asset-building policies. This is that assets cannot 
be accessed for use before retirement. This raises a 
significant difficulty. On the one hand, assets such 
as pensions are designed to smooth consumption 
over the lifecycle. People who have retired have no 
income and require an asset (typically a pension 
but perhaps additional property or bonds or other 
investments) to provide them with enough income 
to meet basic needs. On the other hand, this report 
has shown how assets provide significant behav-
ioural and opportunity advantages, especially if 
they can be used as an investment.113

here the tension is between an asset being 
absolutely stable or secure, and an asset being 
productive. In terms of policy, the question lies 
in terms of the accessibility of an asset (or, more 
precisely, access to the cash value of an asset). 
The stability requirement for assets suggests that 
assets should not be easily accessible, or immedi-
ately convertible into cash. Pensions are the most 
obvious example of a secure, inaccessible (until 
retirement) asset, but many people approach their 
property in similar terms. 

But for assets to provide significant opportunity 
or productive benefits, they should be fairly acces-
sible. If a young person is to consider ‘leveraging’ 
an asset to provide training or further education, 
or a grandfather taps into a similar asset for a 
career change or to invest in a niece’s creative 
entrepreneurial activities, they must in fact be able 
to realize the value of their asset. a pension fund 
or similar ‘inaccessible’ asset cannot be used as 
collateral for people to avail themselves of new 
opportunities.

The tension between security and accessibility 
is particularly relevant for those who lack assets, 
including many women, Bme groups and poor 
people more generally. Because they lack assets, 
poorer people require their assets to be secure; after 
all, if their (only) asset defaults, they have nothing 
left to fall back on, unlike the more prosperous 
who will have a diverse portfolio of assets.

Conversely, those without assets also need those 
assets to be productive in order to avail themselves 
of opportune or behavioural benefits. If people are 
to become more willing or ‘capable’ of managing 
their money or investing wisely, they should be 
able to access their assets, whether to use them 
for further training and education, to pursue a 
career that better suits their skills, or to invest 
in the market and engage in financial products. 
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People in the bottom income quintiles  –
receive no asset-based benefits. This 
contrasts with the situation above, where 
wealth is very little taxed, and the provision 
of tax incentives on savings, especially ISas 
and pensions, and CTFs too, provides those 
in the upper income quintiles with greater 
assets than if those savings had been taxed 
as income (or indeed as ordinary savings 
products). 

Government needs to do more to make sure  –
that Bme people are targeted and made 
aware of their eligibility for existing saving 
schemes. This includes asset-based schemes 
such as the Saving Gateway and Child Trust 
Fund, but also ISas and premium bonds, 
ideally in a non-complex, user-friendly liter-
ature that is accessible to Bme and other 
populations either unfamiliar or uncom-
fortable with government-supported savings 
schemes.

In addition to inheritance tax or a wealth  –
tax, higher and more targeted property 
and inheritance taxes could be levied, 
with the resultant revenue used to provide 
assets for all. Inheritance tax might be 
viewed more favourably if the revenue 
were used to create a universal citizen’s 
stake.

depending on how difficult it could be to  –
provide financial education for everyone, 
on the varying asset-management capabil-
ities of different people, and on how many 
people end up losing money on their assets, 
we might legitimately wonder whether 
policies such as ‘basic income’ could do 
better than asset-building strategies in 
alleviating poverty and in providing the 
more ambitious goals suggested by the 
‘asset-effect’. 

Proposals for schemes that offer shared  –
ownership in publicly owned institu-
tions or in public goods match well with 
citizenship ideals; they also provide a more 
universal way of improving asset-holding 
for those who currently lack such assets.

ambitions and opportunities that arise from the 
CTF and Saving Gateway. developing different 
kinds of assets and a resultant diversity of wealth 
would not only be better for individuals, but would 
benefit the wider economy as well.

4.7 Section summary
Realizing the various benefits that assets can provide 
probably requires more than the relatively limited 
policies the government has implemented. The most 
obvious but perhaps politically sensitive way of 
building up assets for everyone is to tax them at a 
higher rate, and to use the resultant revenue to fund 
various asset schemes for all. To be effective, the 
resultant assets would have to be stable and secure, 
but also grow at more than the rate of inflation. 
more specifically, we have argued that:

Social justice and citizenship aims require  –
support from more systematic (and costly) 
policies than those currently considered.

There is a long history of such policies,  –
grounded in ideas that include private 
property and wellbeing, and the importance 
of making these accessible to everyone.

Such policies would be costly, but perhaps  –
easier to administer than some existing 
asset-building policies; they would also 
require political willingness to increase 
taxation on the more prosperous.

Bme people would benefit from universal  –
policies that achieved asset-building for 
everyone, but they would also benefit from 
targeted policies inasmuch as they currently 
lack assets.

Providing benefits does much more to  –
reduce income and consumption inequality 
in the uK than the current income tax setup.

The tax and benefits system could be struc- –
tured to build up assets for all. existing policy 
taxes assets comparatively lightly (with Capital 
Gains Tax at 12%, and only 6% to 7% 
of estates paying inheritance tax) – a much 
greater benefit to the well-off than the poor.
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This report has critically appraised the role of 
assets (including housing) to enhance financial 
inclusion, with particular application to ethnic 
equality. We have outlined existing levels of assets 
in the uK and evaluated existing ideas and policies. 
In this concluding section we focus more directly 
on the impact (or potential impact) of existing 
and proposed asset-building policies on ethnicity, 
and extend those considerations to other equality 
‘strands’, i.e. gender, disability, sexual orientation, 
age and religion/belief.

as we demonstrated in section 1, Black and 
minority ethnic groups in particular are hampered 
by lower levels of assets. It is hardly surprising that 
migrants and their children have fewer assets than 
those with generations of inherited wealth in the 
uK, but this disadvantage is compounded by higher 
rates of unemployment and in-work poverty among 
almost all Bme groups. We still need to develop a 
better understanding of why Bme people end up 
with particular labour market outcomes, but were 
they to have more assets to begin with, they might 
not have to take up low-paying jobs with poor 
prospects for further training and promotion. 

To what extent asset-building policies would 
then target Bme people depends on how the policy 
might be designed and justified. In general we have 
argued that universal policies could realize some 
citizenship aims, but also that wellbeing and distrib-
utive concerns might require targeted asset-building 
policies to support those who currently lack savings 
and assets, including Bme people. however, such 
targeting might be more successful in its delivery 
if the policy were designed and marketed specifi-
cally to ensure it is taken up by those who are in 
greatest need of these new asset-based products, 
Bme people in particular. as we have suggested, 
better marketing and information might improve 
Bme uptake of ISas. Similar strategies might work 
for more ambitious asset-building policies too. 
Generally, however, Bme people will be targeted 
because they currently lack assets, rather than on 
the grounds of their ethnicity.

even if policies are delivered universally, they 

Section 5. Conclusions

may provide different benefits to different people. 
For example, asset-based policies may allow 
everyone to participate in society, but some people 
may already be able to participate. They would 
then experience a renewal of the same policy benefit 
– and the policy would be justified in the same way 
for everyone – but those currently lacking assets 
would get an additional benefit in terms of being 
able to participate for the first time. 

Something similar can be said of wellbeing 
arguments: while greater assets improve everyone’s 
lives, they are particularly likely to improve the 
lives of those who currently lack assets, both in 
terms of basic wellbeing, but also in terms of social 
mobility and life-chances. For example, a creative 
and artistic person working as a cleaner could 
decide to develop their skills as a sculptor, while a 
person disappointed with their career after a decade 
or more of experience could get further training to 
pursue alternative labour market options. 

While the Child Trust Fund seems to balance 
universality and progressiveness, its design suggests 
that it benefits wealthier parents and their children 
far more than poorer families through the operation 
of top-ups and tax relief. This could further 
undermine any beneficial effects it has for poorer 
children through its counter-effect of widening 
inequality. If there is limited money to go around, 
it might be better for the CTF to target poorer 
families only, especially if the aim is a universal 
one – to get everyone to participate as an equal 
in a democratic society. We have suggested that 
many Bme households will struggle to realize the 
potential benefits of CTFs, and that the design and 
explicit justification of this fund cannot achieve 
distributive, citizenship or freedom-based aims.

Conversely, the Saving Gateway does target 
disadvantaged families, and thereby benefits those 
groups specifically. yet the amounts involved here 
may be too small, and the individuals too badly 
off, to expect very ambitious outcomes from this 
policy measure. So while SG targeting is indeed a 
good way of improving the wellbeing of those who 
are currently disadvantaged, and may indeed make 
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itance, overall wealth or property) could be levied 
to provide a fund that supports asset-based benefits 
for all.

 The justification of any policy ultimately affects 
whether it should be universal or targeted (and 
at whom it should be targeted), and asset-based 
policies have many plausible and legitimate goals. 
any particular justification directs the response 
towards certain kinds of asset-based policies and 
explains how such policies might be evaluated, 
though of course people of good faith may disagree 
about whether a particular policy can in fact achieve 
those ends. From the perspective of race equality – 
and indeed equality generally – the most obvious 
justification for assets is to improve the life-chances 
of those who currently lack them, and thereby 
support their participation in democratic decision-
making institutions. This firmly signals a need 
for more significant policy interventions than the 
current asset-based welfare agenda recommends.

people more likely to get into the savings habit, 
it does not ensure that the potential beneficiaries 
improve their life-chances or gain the ability to 
participate fully and equally in decision-making 
institutions.

That some groups may always require significant 
levels of cash benefits (including part-time workers, 
the retired, carers, people with serious physical 
disabilities and others) suggests that policy should 
not divert these necessary funds to small-scale 
asset-building projects. On the other hand, that 
these people are often viewed as being of lesser 
status or less deserving of the opportunity to fully 
contribute to democratic decision-making suggests 
that some kind of shared or collective ownership 
could benefit them greatly and improve the worth 
of our democratic institutions for everyone. Given 
the current structure of income tax and benefits 
in the uK, one suggestion we have pursued is that 
wealth-based taxes (whether directed at inher-
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such a policy. These are addressed in the US context in 
Garfinkel, Huang and Naidich (2002).

109  Though the latter ‘wastage’ argument was arguably a greater 
influence on Treasury policy, see Ackerman and Alstott (1999). 
For a collection of essays on the relative merits of stakeholding 
and basic income, see Ackerman, Alstott and Van Parijs (2005).

110  For the concern that asset-building policies would require 
significant investment in (financial) education, see Stuart 
White’s ‘The Citizen’s Stake and Paternalism’ in Ackerman et 
al. (2005).

111  See Stuart White’s discussion on this topic at the Fabian 
Society blog: www.nextleft.org (see also White, 2003).

112  The idea of a ‘windfall’ tax, for example 1% on bank profits to 
provide ‘public benefit’, is one such idea, and is ably defended 
by the Urban Forum: http://www.urbanforum.org.uk/ 

113  The exposition in this subsection is much indebted to written 
comments from and conversations with Paul Cox; any errors or 
confusion remain the author’s responsibility.

73  For a discussion of a scheme in which a modest sum is added 
to monthly rent and placed into an SG account, see Terry 
(2008).

74  Kempson, McKay and Collard (2005).

75  See the IFS’s technical evaluation (Emmerson and Wakefield, 
2001).

76  Ibid.

77  These criticisms are also implicit in the Liberal Democrat 
rejection of the Child Trust Fund, and among those who think 
that the amount of saving involved is so tiny as to be unlikely to 
achieve its intended aims. See also Emmerson and Wakefield 
(2001).

78  Hills (2007).

79  Peach and Byron (1994) appears to be the only research on 
the Right to Buy and ethnicity, and it is now 15 years since it 
was published.

80  ODPM (2003a); see also ODPM (2003b).

81  Chapman and Sinclair (2003). 

82  ODPM (2003a). Some also argue that certain people should be 
excluded from equity share schemes (e.g. those with a criminal 
record or those with rent arrears).

83  DCLG (2009a).

84  ‘Silver surge of interest in equity release’, Age Concern website 
(19.07.06): http://www.ageconcern.org.uk/AgeConcern/60
F8C21631B04A029FC3401CA6136660.asp. See also Age 
Concern’s factsheet on equity release: http://www.ageconcern.
org.uk/AgeConcern/fs65-equity-release.asp 

85  Pensions Policy Institute (2009).

86  For a good review, see ODPM (2003b).

87  Rohe, Van Zandt and McCarthy (2001).

88  Sherraden (2005).

89  Pateman (2004).

90  See Sodha and Maxwell (2005); Sodha and Lister (2006).

91  For a further explanation of wealth tax in the UK, see footnote 13. 

92  Barnard (2009).

93  This claim may seem controversial, but the reason is that 
income among the bottom quintile is only £4900 (before cash 
benefits), while they pay £1240 in direct taxes and national 
insurance contributions (or 25.3%). The top quintile pays a 
much greater share (£18,460) in direct taxes and national 
insurance contributions, but this also represents 25.3% of 
their average income (before cash benefits) of £72,890. These 
figures are at best approximate, especially among the lower 
quintile, as many make very little or no income and report 
vastly different incomes from year to year; there are also 
many retired people among the bottom quintile who have no 
earnings. If non-retired households are included, then income 
tax becomes slightly more progressive, with the bottom quintile 
paying only 20% of pre-benefit income compared to 25% for 
the upper quintile. These data will probably alter somewhat 
with the implementation of the 50% top tax band, after which 
income taxes will be much more progressive for those earning 
over £150,000 in income (i.e. less than 1% of the population). 

94  The nature of targeted benefits (especially those that are 
means-tested) means that even if the wealthy paid less 
proportionally in income tax, the distribution of those revenues 
in benefit payments would be broadly progressive.

95  See the NS&I website: http://www.nsandi.com/. Also see 
discussion in Khan (2008).
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