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Abstract 

 

Asset-based welfare has recently attracted interest across the globe. This approach 

insists that the assets a person owns is an important part of well-being. The UK's 

Child Trust Fund is one of the most prominent examples of this approach. This 

provides a capital endowment to all new babies and this policy and has generated 

international interest. However, the Child Trust Fund does not command universal 

support in the UK. One of the main parties is committed to abolishing this policy. This 

paper examines the debate about the Child Trust Fund in the UK. I suggest that 

criticisms of the Child Trust Fund are part of wider concerns about the future 

direction of asset-based welfare. This paper is important for highlighting some of the 

dilemmas associated with the new agenda on asset-based welfare.  
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Introduction 

‘Asset-based welfare’ has attracted much attention in recent times. This approach 

insists that the individual ownership of assets such as savings, housing equity stakes, 

and pensions is an important part of individual well-being (Sherraden 1991; Paxton 

2003). Interest in asset-based welfare has emerged across the world, in places such as 

the United States, United Kingdom, Australia, Canada, New Zealand and Sweden 

(Sherraden 1991; Paxton 2003; Latham 2002; Nares 2003; Skilling 2005; Fölster 

2001).  

 

Currently, asset-based welfare is more advanced at the level of ideas than policy. 

Calls for asset-based welfare presently outstrip actual policy developments. There are 

only a small, albeit growing, number of concrete asset policies across the world today. 

Perhaps the most prominent universal asset policy is the UK government’s Child 

Trust Fund (CTF) policy. The CTF pays all new babies born from September 2002 a 

£250 or £500 endowment from government (the higher payment is for children from 

lower income households). Parents open up a special CTF account for their child, and 

funds in these accounts are then locked away until the child turns 18. Parents have up 

to a year to open an account for their child, after which time Her Majesty’s Revenue 

and Customs opens an account on behalf of the child. Family and friends can save up 

to £1,200 into these accounts each year. It is estimated that around 700,000 CTF 

vouchers are issued each year (Her Majesty’s Treasury 2003). In his 2006 budget, 

Gordon Brown stated that there would be an additional £250 or £500 payment from 

government into these accounts at age 7 (Her Majesty’s Treasury 2006). 
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The CTF has provoked much interest across the world. Alan Finlayson argues that the 

CTF is of ‘exceptional interest’ (Finlayson 2008, 95). This is because of its long-term 

nature and it did not appear as a result of a pressing political issue (Finlayson 2008). 

In the United States there have been calls to implement their own version of the CTF 

(Boshara and Sherraden 2003; Clinton 2006; Mensah, Perun and Chávez Quezada 

2007). For example, in a speech to the Democratic Leadership Council in Denver on 

July 24 2006, Senator Hillary Clinton backed an initiative that, ‘proposes that our 

country follow Britain’s lead by providing a baby bond to each of the 4 million 

children born in America every year, a $500 savings bond at birth and again at age 

10’ (Clinton 2006). Several attempts have been made in Congress to introduce a 

capital endowment for babies through an America Saving for Personal Investment 

Retirement and Education (ASPIRE) bill.1 The latest version would provide to all US 

citizens born after December 31 2007 a $500 grant from the federal government, with 

people from low-income backgrounds qualifying for an extra $500. In Canada, Peter 

Nares, the founding executive director of Social and Enterprise Development 

Innovations, calls for Canadians to follow the UK’s lead and establish their own CTF 

(Nares 2003). In Australia, Mark Latham, who went to become the leader of the 

Australian Labor party, called for the introduction of Nest-Egg Accounts that are 

similar to the CTF (Latham 2002). In the UK, Dominic Maxwell and Sonia Sodha 

argue that the CTF lays down the ‘plumbing’ for other asset policies. The 

infrastructure that supports the CTF clears a path for the adoption of other asset 

policies (Maxwell and Sodha 2006).  

 

Not all commentary, however, is favourable to the CTF. In the UK, one of the main 

opposition parties, the Liberal Democrats, have pledged to abolish the CTF. Liberal 
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Democrats have probably been the most vocal and persistent critics of this policy. 

During the 2005 general election, the Liberal Democrat manifesto cited its promise to 

abolish the CTF as one of ten key reasons to vote for the party (other reasons included 

its opposition to the Iraq war as well as its pledge to scrap university tuition fees). 

Liberal Democrats have reiterated this opposition since the general election. A 

working group on poverty and inequality prepared a report for the 2007 Liberal 

Democrat autumn conference that recommends maintaining a commitment to abolish 

the CTF. It says that this would raise £240 million today (rising to £480 million in 

2011/12) and this money would be used to recruit more teachers to reduce class sizes 

(Liberal Democrats 2007). This opposition matters given the possibility that the 

Liberal Democrats may hold the balance of power in the event of a hung parliament at 

the next general election. The Liberal Democrats could use this power to press for the 

abolition of the CTF.  

 

This paper examines current debates surrounding the CTF in the UK, exploring in 

particular the Liberal Democrat opposition to this scheme. This study of the CTF is 

important because of what it reveals about wider debates on asset-based welfare. The 

CTF points to different ways it is possible for asset-based welfare to unfold: as a way 

of encouraging saving and financial literacy or as a tool for boosting citizenship. 

Much of the Liberal Democrat opposition to the CTF concentrates on its use as a 

means to support saving. However, such opposition might weaken if a redesigned 

CTF is used more as a way of bolstering citizenship and tackling wealth inequality.  

 

This paper is organised as follows. First, I briefly set out the background to asset-

based welfare. I identify two key currents feeding into modern debates about assets, 
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namely an emphasis on saving or citizenship. Second, I sketch out the genesis of the 

CTF and argue that present policy is weighted towards saving rather than citizenship. 

Third, I study the criticisms that have been levelled at the current model of the CTF. 

Fourth, I consider an alternative path for the CTF and what this augurs for asset-based 

welfare. A conclusion summarises the ground covered in this paper.  

 

 

Background 

Saving 

Much of the modern interest in assets is driven by the two distinct, if overlapping, 

lines of thought. The first strand has its origins within social policy thinking and sees 

assets as important for encouraging saving and investment. The US academic Michael 

Sherraden (1991; 2002) is central to this agenda. He coined the phrase ‘asset-based 

welfare’ around the early 1990s and is the most forceful supporter of the notion of an 

‘asset-effect’. This suggests that owning an asset stimulates positive changes in 

individual behaviour. Owning an asset causes them to think differently about the 

world. They are more inclined to plan for their own future and take the steps needed 

to prevent the onset of welfare problems.  

 

The idea of an asset-effect is controversial. Various empirical studies have sought to 

examine whether or not such an effect exists. As yet the evidence is mixed. Although 

some studies back the existence of an asset-effect (Bynner and Despotidou 2000; 

Sherraden 2002), other research contests these findings or provides little evidence of 

an asset-effect (Emmerson and Wakefield 2001; McKay and Kempson 2003). More 

recent evidence, however, provides strong evidence for the existence of an asset-
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effect (McKnight 2007). Although evidence is mixed, various studies have 

nevertheless been influential. Former Secretary of State for Education and 

Employment David Blunkett (2001) highlights the significance of work conducted by 

John Bynner and Sofia Despotidou (2000). These researchers performed a 

quantitative analysis of the National Child Development Survey. This survey tracks a 

given set of people who were born in 1958 over time. Bynner and Despotidou found 

that modest holdings of assets (around several hundred pounds) were associated with 

a range of positive welfare outcomes for individuals (Bynner and Despotidou 2000). 

This study provides a rationale for setting the CTF at £250 or £500 and perhaps helps 

explain why it is set at this level.  

 

Sherraden pioneered the Individual Development Account (IDA) model that captures 

this emphasis on saving and investment. IDAs are assets that contain savings that are 

intended to encourage people to start a business, engage in training or put a deposit 

down on a house. Savings into the account by the individual attract matching 

contributions from sources such as government or the private sector. Government 

might also place seed capital into the account to kick-start savings. IDAs have a 

designated lifespan, and often there is a programme of education for the account 

holder during the lifetime of the asset. For example, Michael Sherraden (1991) 

outlines a Self-Employment IDA that is aimed at fostering business activity. He notes 

that a self-employment IDA would be open to anyone aged 18 or over, and should be 

used to fund business start-ups. Up to $5000 could be deposited each year in the 

account, and no more than $15,000 should be placed in these accounts. Tax 

exemptions would be placed on these assets, and this asset should be used to start or 

run a business or help pay for child-care for lone parents. Individuals below certain 
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income and asset levels would qualify for subsidies from government of up to 50 per 

cent of deposited funds. Different IDAs could be pooled together for joint schemes. If 

an IDA fund have not been used after ten years that they were started, then the 

account would be disbanded and the holder would receive their individual deposits 

and interest earned on these deposits minus a ten per cent penalty. The remaining 

money would go to government. 

 

Citizenship 

A second impetus behind assets has roots within politics and presents the ownership 

of assets as a desirable part of citizenship. There are a variety of approaches within 

this line of thought, but all agree that equality of material endowments is important 

for individual freedom. Lack of resources prevents people from pursuing their own 

goals and life-plans. Ensuring that everyone has access to material resources helps 

foster individual freedom. Bruce Ackerman and Anne Alstott (1999) outline a 

prominent example of this approach in their book The Stakeholder Society. They 

propose providing all US citizens with an $80,000 endowment once they turn 21 years 

of age. The version of liberal citizenship outlined by Ackerman and Ackerman insists 

that stakeholders should be free to spend their grant as they please. No restrictions are 

thus imposed upon how the grant is used. Others take a different view of citizenship. 

Stuart White (2003) outlines a republican version of assets that argues that the right to 

an asset imposes a reciprocal obligation upon the grant-holder to use the asset well. 

This version favours imposing restrictions upon how the grant is used.  

 

Overlaps exist between social policy and citizenship strands of thought. For example, 

those approaches that emphasise saving see this as a way of promoting economic and 
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social development. Similarly, some versions of civic republicanism support fair 

shares for all because this will enhance economic and social development. Although 

overlaps exist between social policy and citizenship, these are nevertheless distinct 

schools of thought. Citizenship provides rights and responsibilities to all members of 

a political community, and as such invokes universal models of assets. Social policy 

versions accommodate a broader set of models, covering both universal and targeted 

schemes. Similarly, although saving can play a role in those versions of citizenship 

that emphasise the importance of duties, such models are likely to go beyond a focus 

on saving alone.  

 

 

The development of the CTF 

The above identifies different currents feeding into the assets agenda. This means it is 

possible to develop asset-based welfare in a number of ways at a practical policy 

level. One could prioritise saving, citizenship or an equal weighting of these two 

strands. I now examine one important example of how policy has actually developed. 

I look at the CTF as this is arguably the most important universal assets policy in the 

world today, and it is an inititaive that generates global interest. I argue that although 

the CTF draws on both saving and citizenship, and as such is a hybrid policy, it is 

nonetheless weighted towards promoting saving. Indeed, the emphasis on saving 

underscore’s Finlayson’s criticism that the CTF represents a lost opportunity to create 

a citizen’s stake (Finlayson 2008).  

 

Gavin Kelly and Rachel Lissauer (2000) provided a forerunner to the CTF in a 

pamphlet entitled Ownership for All published by the centre-left think-tank the 
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Institute for Public Policy Research (IPPR). The IPPR helped popularise the notion of 

capital grants and helped stimulate government interest in this policy (Finlayson 

2008). A briefing paper published by the Center for Social Development in the United 

States notes that, ‘it would be impossible to overstate the leadership and contributions 

of the Institute for Public Policy Research (IPPR) in informing and shaping this new 

policy direction in the United Kingdom’ (Center for Social Development 2001, 3). 

Kelly and Lissauer argued that the left needs to develop a new politics of ownership, 

and this should involve developing models of private property that advance the goals 

of reformists. They argued that private ownership can be used to support core left 

goals of opportunity, equality, autonomy and responsibility. They commented that a, 

‘centre-left strategy on asset-building should be about encouraging social inclusion 

and a sense of common citizenship across all individuals, regardless of income’ 

(Kelly and Lissauer 2000: 25). 

 

Kelly and Lissauer draw on IDAs as part of an attempt to create a society based upon 

ownership for all. The part of the American initiatives that appears to attract particular 

interest include the provision of a modest endowment to kick-start a savings habit; a 

matched savings element for low income individuals; and an emphasis on using assets 

to foster social policy objectives such as supporting training and education. Kelly and 

Lissauer sketch out several options for reform. One of their proposals is for a 

Children’s Opportunity Fund for new babies. This measure involves paying a modest 

capital grant to all children at birth. They suggest that this could be £1,000, although 

this sum might rise over time. Kelly and Lissauer propose the Children’s Fund could 

incorporate a matched savings element for those on low income. In particular, savings 

by low-income parents into the fund would attract a matching contribution from 
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government. They say that the saving ratio could be 3:1, with every pound that is 

saved into accounts by individuals attracting three pounds from government. A cap 

would be placed, however, on the sum that the government could contribute into the 

account, and the matching rates would be tapered so that the rate of matching would 

decrease as parental income rises. Savings into the accounts would attract tax breaks 

(up to some maximum level of savings). Kelly and Lissauer say that the Children’s 

Opportunity Fund should be used for investment purposes, and this would include 

saving for a deposit on a home, starting a business or investing in education.    

 

CTF and saving 

The IPPR helped create a climate favourable to the adoption of capital grants for 

young people. The capital grant idea was bolstered by the publication of a Fabian 

Society pamphlet by Le Grand and Nissan (2000) around the same time advocating a 

£10,000 grant to be paid to all young people when they turn 18. The fact that two 

different think-tanks published a similar proposal around the same time probably 

boosted the credibility of this initiative in government circles. The capital grant idea 

was eventually picked up and developed by HM Treasury.  It published two 

consultation documents on the CTF in 2001 (HM Treasury 2001a; 2001b), and 

alongside Inland Revenue put forward detailed proposals on this policy in 2003 (HM 

Treasury 2003). The Treasury became interested in the CTF as part of broader 

strategy of fostering saving among the population. In detailed proposals on the CTF, 

the Treasury notes that the, ‘CTF is a vital element in the Government savings 

strategy which aims to ensure that a range of savings products is available to suit 

people at all stages in their lives’ (Her Majesty’s Treasury 2003, 1). The titles of the 

initial consultation documents Saving and Assets for All (Her Majesty’s Treasury 
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2001a) and Delivering Saving and Assets (Her Majesty’s Treasury 2001b) highlights 

the connection between assets and saving. Delivering Saving and Assets outlines most 

of the features that define the eventual policy, including a progressive payment in 

addition to the basic universal grant, provisions to allow for saving into these accounts 

and the long life span of this policy. One of the chapters of this document highlights 

the importance of education for the success of this policy. Much of the discussion of 

education concentrates on the information and education that will support the decision 

to save.   

 

During the consultation on the CTF, the government examined the role that 

restrictions might play on the use of assets. Saving and Assets for All asks if 

restrictions ought to be placed on the CTF once it matures. This document says that as 

with IDAs in the United States, assets might only be used for lifelong learning, 

housing or enterprise. However, this document acknowledges that there might be 

significant practical difficulties in implementing any set of restrictions. The next 

consultation document Delivering Saving and Assets drops any role for restrictions in 

the CTF. This paper reports that one of the clearest messages from the previous 

consultation was that implementing restrictions would come at too high a cost. For 

example, the responses to the consultation indicated little appetite for restrictions 

among the wider policy community. Many organisations, such as the Financial 

Service Authority, declared that they lacked the capacity to police any set of 

restrictions. 

 

Although saving is the main emphasis of this policy, not all the discussion of the CTF 

has focused on saving. During the consultation, Delivering Savings and Assets 
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considers how the CTF might be used to encourage voluntary activity within the 

community. There was interest in using the CTF as a way of bolstering active 

citizenship. This idea was not a feature the detailed proposals on the CTF announced 

in 2003, and has not as yet been an aspect of this policy. While it ought to be 

acknowledged that the government considers non-savings objectives, the discussion 

of these other objectives tend to be brief in comparison to saving. 

 

Reaction to the CTF among UK political parties 

Conservative party 

The CTF has provoked a mixed reaction among wider political parties in the UK. The 

main opposition Conservative party did not oppose CTF legislation as it was passing 

through parliament. Leading Conservatives express support for the link between 

saving and assets. George Osborne, the current shadow chancellor, led the 

Conservative response when the CTF bill was discussed before Parliament. In a 

debate in the House of Commons on 15 December 2003 he stated that, ‘Let me make 

it clear from the outset that we greatly support the principle that the Bill is designed to 

promote. Conservative Members believe in the virtue of savings. We think that having 

savings, like owning one's home, gives people a stake in society, gives them 

independence, encourages self-reliance and bolsters the freedom of the individual 

against the overbearing state. In that sense, it is the most practical manifestation of 

liberty’ (Commons Hansard, volume 415, part number 11, column 1345). 

 

The Conservative party research department has published its own plans for 

promoting assets and saving through a Lifetime Savings Account. Jesse Norman and 

Greg Clark (2004) argue that promoting savings are important for at least two reasons. 
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First, savings furnish people with resources they need for lifecycle needs. This 

encompasses saving for a deposit on a house education or training, or ‘rainy day’ 

expenditures needed to help cope with financial problems. Second, savings are 

important for helping provide people with a stable and comfortable lifestyle in 

retirement. To support saving, they advocate a LiSA that would be made available to 

all individuals aged 18 or over. Each year, the government would match every £1 

saved in the account up to a certain amount (in the document the matching rate and 

annual cap are put out for consultation). In an interest bearing cash version of the 

scheme, a person’s deposit and government match earn interest at normal commercial 

rates. Individuals can withdraw their own contributions and the interest this accrues at 

any point, but they can only keep the matched savings component if the withdrawn 

sum is replaced quickly. They say that upon retirement, or perhaps in the event of a 

serious illness, people can withdraw all the money in their account. If a person dies 

the sums saved can be transferred to their beneficiaries. Norman and Clark state that 

no restrictions should be placed on how funds are spent, and it would be desirable if 

the amounts saved in the LiSA could be ignored when working out the other benefits 

a person might receive from government. They add that the LiSA could be developed 

as a ‘wrapper’ that is capable of being applied to a range of financial products (such 

as bond, equity or cash accounts) rather than being tied to a particular product. 

 

Liberal Democrats 

Liberal Democrats have stood alone from the main political parties by opposing the 

CTF. This centre-left party has consistently opposed this policy right from its 

inception. The main argument deployed against this policy is a pragmatic one that it is 

not the best use of public funds. In the second reading of the CTF bill in the House of 



 

 14

Commons on 15 December 2003, David Laws states that Liberal Democrats believe 

that the CTF is, ‘not good value for money for scarce public funds. We shall therefore 

vote against these proposals’ (reported on Commons Hansard, volume 415, number 

11, column 1358). Laws praises the Labour government for its emphasis on investing 

in children and the very young as intervention in early years is crucial for overturning 

the very large inequalities of opportunity in society. He highlights the positive role 

played by Sure Start, which are centres based in deprived areas that provide support 

for new families (such as crèches or education classes for parents). David Laws says 

that a bigger impact can be made on children’s lives if public money for the CTF is 

spent instead on expanding the number of Sure Start or children’s centres.  

 

The idea of diverting public money away from the CTF is a persistent theme in 

Liberal Democrat commentary on this policy. Later party pronouncements place more 

emphasis using the savings generated on boosting spending on primary schools rather 

than expanding Sure Start. Around the launch of the CTF in January 2005, Liberal 

Democrat education spokesperson Phil Willis said money from the CTF should be 

used instead to reduce class sizes in schools2. The 2005 Liberal Democrat general 

manifesto said it would use the £1.5 million generated from abolishing the CTF to 

recruit 21,000 extra teachers to reduce maximum class sizes in primary schools from 

30 to 20 pupils. Criticisms have continued as the CTF has evolved. On 18 June 2007, 

Liberal Democrat Shadow Chief Secretary to the Treasury Julia Goldsworthy (2007) 

commented on official figures that around 25% of all parents had not opened a CTF 

account for their children, and take-up of this policy is lower among poorer families. 

She says that this demonstrates that this policy is failing to help poorer families, and 
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that money from this scheme would be better spent on investing in early years 

support.  

 

Other concerns have also been raised about this policy. Edward Davey MP expresses 

concern that the CTF might increase rather than reduce inequality. Davey comments 

that richer families are more likely to be able to save into the CTF than poorer 

families, and so the CTF might actually exacerbate existing inequalities (Davey 

2006). David Laws (2006) claims that instead of empowering people, the CTF 

represents the Labour government trying to micro-manage and meddle in people’s 

lives. 

 

Why do Liberal Democrats oppose the CTF? 

The Liberal Democrat reaction is perhaps the most surprising of the main UK political 

parties. Stuart White (2007a; 2007b) shows that a policy of providing ownership for 

all is an important feature of twentieth century Liberal politics. Politicians such as Jo 

Grimond and Paddy Ashdown have expressed support for spreading individual 

ownership. White continues that this also chimes with liberal philosophy as well as 

party history. It resonates with a view that a free and equal citizenship demands 

access to material resources. This party has a richer tradition of backing ownership for 

all than either Labour or the Conservatives. White says that Liberal Democrat 

opposition to the CTF is surprising in view of this historical and philosophical 

heritage. He argues that, ‘At a time of rising wealth inequality, and widespread asset 

poverty, the old Liberal slogan of ‘ownership for all’ has never been more urgent. So 

why do the Liberal Democrats oppose the CTF?’ (White 2007a, 30).  
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The Liberal Democrat pragmatic criticisms of the CTF can be challenged. Given the 

substantial sums already been spent on primary education, one could argue that the 

returns from a marginal investment is likely to be greater for assets than primary 

education.3  Even it can shown that the reverse is true, White argues that one does not 

have to be bound by a choice between the CTF and primary education. He says that 

the CTF could be compared to a different area of public spending, for example higher 

education, and it is not evident that the CTF would fare worse off if compared to a 

different policy area. He concludes that the Liberal Democrat pragmatic challenge to 

the CTF is very weak.   

 

An important part of the Liberal Democrat opposition to the CTF is probably driven 

by a political desire to avoid being seen simply as a tax raising party. Richard 

Grayson (2007) argues that the party was well known by 1997 for backing a one 

penny increase in income tax to raise spending on education. He notes that Labour’s 

increased investments in public services provoked debates within the Liberal 

Democrats about whether it should support tax rises to pay for extra spending on 

public services. Grayson reports that greater attention began to be paid to how Liberal 

Democrat spending commitments might be funded through savings in existing 

government budgets rather than raising taxes. Grayson says that the pledge to scrap 

the CTF to pay for investments in early years education was part of this broader 

agenda.  

 

Ideological difference with asset-based welfare? 

Liberal Democrat opposition is also likely to be motivated by sceptism towards the 

link between assets and saving. This takes issue with how asset-based welfare is 
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actually unfolding in the UK. However, Liberal Democrats could be comfortable with 

assets if they  developed in a different direction. In particular, ideological 

developments are compatible with a focus on assets as a way of reducing wealth 

inequality and promoting citizenship.  Liberal Democrat ideology has been the subject 

of recent debate within the party. Politicians and activists have offered contrasting 

views about the assumptions that ought to guide party thinking. The main division of 

opinion centres on the role of the state. One strand of thought, best expressed by the 

Orange book, is critical of a ‘nanny state’ and endorses a ‘pluralist liberalism’ that 

searches for alternatives to the state (Marshall and Laws 2004; Astle, Law, Marshall 

and Murray 2006). The title of the Orange book invokes the Liberal party’s famous 

‘Yellow book’ that was published in 1928 (Liberal Industrial Inquiry 1928). The 

Orange book sought to achieve for the Liberal Democrats what the Yellow book 

provided during the 1920s, namely to outline a framework for thinking about the 

economic and social policies that responded to the contemporary challenges of 

capitalism. 

 

Against this, other Liberal Democrats believe the Orange book pushes too much in the 

direction of markets and are interested instead in reinventing the state (Öpik 2005; 

Brack, Grayson, and Howarth 2007). Although one can overstate these differences, 

they nevertheless represent different wings of party thinking. They offer contrasting 

views of the capacity of economic liberalism to deliver social liberalism, or put in 

another way the positive role the state can play in securing freedom.  

 

Both strands of thought have recently engaged with asset-based welfare. Paul 

Marshall, one of the editors of the Orange book, argues that an active model of 
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citizenship should be at the core of a liberal project and connect policy proposals in 

different areas. Marshall says that asset-based welfare can help develop this sense of 

responsible citizenship. He writes that the, ‘new politics of asset-based welfare … will 

almost certainly gain ground as the new century progresses’ (Marshall 2004a, 15). He 

suggests that providing people with assets encourages them to be self-reliant and take 

responsibility to look after their own affairs. He claims that, ‘giving people 

responsibility for their own assets would do much to further individual self-respect 

and instil a sense of citizenship. Asset-based welfare is a Liberal idea’ (Marshall 

2004b, 288).  

 

Within the reinventing the state wing, Duncan Brack (2007) argues that Liberal 

Democrats have often neglected the importance of equality as a foundation for 

freedom. People need material resources to be free. Individuals require these 

resources to be able to access the opportunities that are available to them. Brack 

contends, however, that not everyone has an equal start in life. Inequality means that 

some people go through life with more generous endowments of material resources 

than others and so are better placed to enjoy ‘real freedom’. Brack argues that equality 

should include steps to ensure that all have an equal start in life. He calls for measures 

to tackle the, ‘inequality which stems from the unequal distribution of endowments’ 

(Brack 2007, 28). One of the policies he considers as part of this includes plans to 

provide each citizen with a basic income or ownership of wealth. 

 

Other models of the CTF 

Both the Orange book and reinventing the state wings are receptive towards the 

citizenship strand of the assets agenda. This leaves open the possibility that a different 
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version of the  

CTF could allay Liberal Democrat concerns. There are tentative signs that Liberal 

Democrats might engage with a different version of the CTF. In July 2006, a Working 

Group on Tackling Inequality, Poverty and Lack of Opportunity published a 

consultation document on strategies to overcome inequality. Lack of assets is one of 

the key problems identified by the consultation. It states that the, ‘massive inequality 

in assets and wealth ownership in the UK is a substantial contributor to the lack of 

opportunity and social mobility, particularly between generations … the number of 

people with no assets at all actually doubled from 5% to 10% between 1979 and 

1997’ (Liberal Democrats 2006, 7). One set of questions concerns capital grant 

schemes. It asks whether long-term grants could be used as an alternative to benefits 

or tax relief as a way of increasing ownership among the poor. The document also 

enquires whether there is an argument for an alternative to the CTF to boost the 

accumulation of assets from an early age. The policy document Freedom from 

Poverty, Opportunity for All that resulted from this consultation did not make any 

proposals on capital grants (Liberal Democrats 2007). Nevertheless, this issue was at 

least raised during the consultation.  

 

What sort of model might satisfy Liberal Democrat wishes? Such a model would 

depend in part upon the outcome of ideological debates currently being held within 

the Liberal Democrats. It is too early to say whether the Orange book wing or the 

‘reinventing the state’ strand will come to dominate party thinking. One thing that can 

be said is that both strains imply that a reformed CTF should involve a much more 

substantial initial endowment. This would be needed to provide a foundation for a free 

and equal citizenship. This means that the CTF should be increased from its present 
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level of several hundred pounds to several thousand pounds. It might appear perverse 

to call for an increase in the initial endowment in response to the pragmatic objection. 

Would the pragmatic objection not apply even more strongly to a larger initial 

endowment? Two things could be said in reply to this objection. First, an increased 

endowment means that the policy could be treated as a more serious social policy 

tool. The present size of the CTF makes it easy to dismiss it as window-dressing. A 

more substantial grant could be seen as a more significant intervention and treated 

more seriously. Second, an increased endowment would bring it more closely into the 

orbit of arguments about citizenship. Bruce Ackerman and Anne Alstott (1999) 

comment that a common objection to their $80,000 proposal is that there are better 

ways of tackling poverty. They argue that this misunderstands the nature of their 

proposal: ‘Stakeholding is not a poverty program. It is a citizenship program’ 

(Ackerman and Alstott 1999, 197). A more substantial grant could be seen as a 

commitment to social citizenship and judged as such rather than on social policy 

objectives such as increasing popular savings.   

   

An increased grant would help address a concern that the present size of the CTF will 

not make much impact on tackling inequality of wealth. One might also dispense with 

a savings element. Edward Davey’s point that the CTF might exacerbate inequality 

because richer families are more able to save than poorer families is a real one. One 

way of addressing this is to turn the CTF simply into a fixed grant with no savings 

element. One might also retain the two-tier structure so that children from poorer 

families could qualify for a higher endowment. A different strategy is to retain the 

savings element but introduce features that provide greater help for lower-income 
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families. This could include government providing matched funds for savings made 

by families that fall below an income threshold. 

 

 

What does the CTF mean for asset-based welfare? 

Theories of ‘path dependency’ highlight how a policy is shaped by its predecessors. 

Although the past cannot definitely determine the future, previous policies can 

nevertheless put processes and structures in place that help nudge future policies 

down specific paths. Indeed, supporters of the CTF present this policy as an important 

staging post for the development of asset-based welfare by laying a system of 

plumbing that allows the taps to be turned on for an extension of asset-based welfare 

(Maxwell and Sodha 2006).  

 

The CTF has pushed asset-based welfare in the UK in the direction of saving. It is 

perhaps no accident that the way Labour has chosen to extend asset policies is by 

introducing a Saving Gateway (SG). Chancellor Alistair Darling announced during 

his 2008 budget that this policy would be implemented from 2010. The SG is a 

special account in which savings made by those on low incomes attracts matching 

funds from government. The SG has similarities with the IDA model, and was 

highlighted during the initial consultation on the CTF (HM Treasury 2001a; 2001b). 

Two pilots were conducted on the SG before proposals were outlined in 2008 

(Kempson, McKay and Collard 2005; Harvey et al 2007; HM Treasury 2008). HM 

Treasury proposes that the SG will be made available for those on specific benefits 

(such as income support, jobseeker’s allowance or severe disability allowance) or 

working tax credits. Accounts will run for 2 years, and government aims to cap its 
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match at around £25 per month. Savers will be able to access the money they have 

saved at any time, but not the government match until the account matures. 

 

Asset-based welfare need not develop in this way. Although saving can still play an 

important role within asset-based welfare, it is possible to outline alternative futures 

that provide greater weight to other policy directions. The fact that Liberal Democrats 

have shown interest in asset-based ideas suggests that alternative futures might widen 

support for asset-based welfare. This means the need for fashioning other types of 

asset-policies. There are a variety of ways this could be done. One example that have 

provoked recent interest is the idea of ‘sabbatical accounts’. These are special 

accounts that are designed to allow holders to have a sabbatical from their normal 

working lives. Linda Boyes and James McCormick examine sabbatical accounts as 

part of a study for the Scottish Council Foundation on ‘re-working time’ and 

retirement. Boyes and McCormick (2006) explore ways that employees can be 

granted special leave to pursue other activities. Boyes and McCormick identify two 

models for special leave, although they say that elements of these models could be 

combined to form hybrid approaches. One option is to allow employees to ‘bank’ a 

fixed amount of holidays or overtime for a later date. They suggest that if a person has 

25 days of annual leave, then a person might bank 5 days a year over a 5 year period 

so that in the 6th year they could have their normal 25 day holiday plus their 25 

banked days to have 50 days leave. A different option is to allow individuals to defer 

part of their salary into a scheme. To participate in this scheme, individuals have to 

have had at least 2 years service and defer a portion of their salary for between 1 and 

6 years. 
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Conclusion 

The CTF is the first policy of its kind anywhere in the world. It has stimulated interest 

both in the UK and abroad. It is probably the most important example of a universal 

assets policy, and is seen by its supporters as a significant staging post for the 

unfolding of asset-based welfare. The CTF has provoked controversy. This paper has 

examined the political debates surrounding this policy, focusing particularly on the 

argument that this policy ought to be abolished. A surprising feature of the debate is 

the opposition of a political party that has arguably the richest tradition of trying to 

spread ownership for all. I have suggested that the source of this hostility feeds off 

wider issues about asset-based welfare. One approach makes a link between assets 

and saving. This is the dominant way that the CTF has been shaped in the UK, and 

worries about this have fuelled Liberal Democrat opposition to this scheme.  

 

I have questioned whether such opposition leads necessarily to opposition to all 

versions of the CTF. An alternative strand of asset-based welfare places more weight 

on using assets to tackle wealth inequality and enhance the social rights of citizenship. 

A model of the CTF fashioned along these lines might quell hostility and widen 

potential support for this initiative.   

The implementation of the CTF has pushed asset-based welfare in the direction of 

savings. However, this is not the only future for asset-based welfare. One might place 

more emphasis on using assets to bolster citizenship and reduce wealth inequality. 

This means opening up spaces for different debates about assets. This shapes the CTF 

in different ways as well as nudging discussion of asset-based welfare in different 

directions. In the UK, there are signs this is already occurring, although the 

dominance of saving has yet to be challenged seriously.  
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