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Abstract: This paper reflects on the different faces of asset-based welfare from both a theoretical and an
empirical perspective. It shows that asset-based welfare can be perceived as a lever for welfare state restructuring
but also as an instrument for poverty eradication. In most countries, asset-based welfare policies focus on
stimulating home-ownership. The general idea is that by becoming a homeowner, households build up equity that
can be released for care and pension purposes in old age. However, there are signs that such policies increase
inequality between homeowners (depending on the location of the dwelling and/or the period in which it was
bought), but particularly so between homeowners and tenants. We therefore contend that home-ownership based
welfare policies need a clear and fundamental specification of the role of the government: how to deal with
housing market risks and how to prevent politically unacceptable levels of inequality and exclusion?
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Introduction

Housing-asset consumption among the elderly population seems to have become a topic of
heated debate in the Netherlands. At a symposium organised by the scientific board for
government policy (WRR) in 2013, thinkers from the political right and left voiced their
worries about releasing housing assets for welfare purposes. The left-wing thinkers were
concerned about people, such as tenants, without housing assets. The right-wing thinkers
feared that people who possess considerable housing assets would be obliged to consume
these assets first before they would be entitled to welfare provisions.

The Netherlands is a country with huge pension funds, a huge mortgage debt and a huge
social rental sector; a country that seems remote from the homeownership-based welfare
described by Doling and Ronald (2010). However, in the Netherlands housing is also more
and more connected to welfare and pensions in policy discourse, not least because the Dutch
government subsidises both homeownership and pension-saving (Asbeek and Montfort 2013).
Combining them therefore seems a logical way to cut budget expenditures.

This paper reflects on asset-based welfare from both a theoretical and an empirical
perspective. First, we describe the theory behind asset-based welfare and the application of
this concept in ‘real-life’ policies. Where does the concept come from? Is it a way to get rid of
the collective public welfare state? Or is it a rigorous redistribution of assets within a society?
Second, we present some empirical evidence on the role that asset-based welfare plays in
various European countries. We end with a reflection on the implications of asset-based
welfare for the future of European welfare states.

The Basics of Asset-based Welfare and the Role of Housing

Asset-based welfare dates back to the 1880s when among campaigners for land distribution
‘three acres and a cow’ became a popular slogan expressing the ideal land holding for every
citizen (Gamble and Prabhakar 2005). Later on, the emphasis shifted from land to other
assets. Skidelsky, for example, argues that all individuals in an economy should receive an
unconditional grant of resources (stock of capital), which will give the poor a platform to
reach a standard of living from where they can move forward on their own towards
prosperity. According to Skidelsky (2001): ‘This grant of resources can be attained by
redistribution: a transfer from the rich to the poor. Redistribution should be undertaken till the
point where the negative marginal utility of the rich by sacrifice of some assets (or income)
exactly offsets the positive marginal utility of the poor by gaining of assets.” Asset-based
policies provide needy households with the means and opportunities to accumulate assets and
have greater control over their livelihoods. To be successful, an asset-based policy should
overcome challenges such as initial inequality, unorganised sectors of the economy,
imbalance in asset-building and inadequate state effectiveness. In order to have sustainable
development based on asset-based policies, public intervention to increase access to assets
such as land, housing and credit is important (Moser and Anis 2008). A specific instrument of
asset-based welfare in the US is the Individual Development Account (IDA). The IDA is an
asset-building tool designed to enable low-income families to save towards a target amount of
money, usually used for building assets in the form of homeownership, post-secondary
education and small business ownership. In principle IDAs work as matched savings accounts
that supplement the savings of low-income households with matching funds drawn from a
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variety of private and public sources (Gamble and Prabhakar 2005). Affordable
homeownership schemes can also be considered asset-based welfare policies (Sherraden
2003).

Sherraden (2003) argues that assets and savings accumulation requires institutional structures
and incentives and that asset-based development policies can have psychological, social and
economic impacts: ‘income polies feed the stomach, but asset based policies change the
mind’. This idea of an asset-based welfare policy is criticised, for example, by Emmerson and
Wakefield (2001), who doubt the independent effect of asset-owning on individual life
chances. They argue that the existing evidence on this effect is not strong enough to justify a
large-scale programme of asset-based welfare policies. However, they also state that engaging
in the process of asset building, and thereby learning to plan ahead and learning about
financial institutions, can help poorer people to have more opportunities in life (Emmerson
and Wakefield 2001).

The Role of Housing

Whereas the general literature on asset-based welfare pays attention to wealth redistribution
and poverty eradication without particularly focusing on housing, ‘real-life’ asset-based
welfare policies tend to concentrate on housing assets. In the US, asset-based welfare policies
started as an antipoverty strategy; assets were deemed to be a way of empowering lower-
income groups, with homeownership being considered as the key asset (Paine 1987;
Sherraden 2003). Housing literature focusing on the UK tends to see (housing) asset-based
welfare as a lever for welfare-state restructuring. In this respect, home equity is considered a
private safety net and an alternative to collective welfare arrangements. Indeed, research on
Kemeny’s famous trade-off hypothesis has shown that there is a negative relationship
between the size of the homeownership sector and the extent of the welfare state (Castles
1998; De Wilde and Raeymackers 2008). Thus, housing policy appears to be strongly
intertwined with social policy and ideas about the welfare state, and policies that attempt to
promote homeownership may also be regarded as policies aimed at less collective welfare
arrangements.

According to Groves et al (2007): ‘Housing is no longer a wobbly pillar of the welfare state
alongside a generous, redistributive welfare system.’ Instead, housing has become the
cornerstone for a more individualistic economic and social policy agenda. By investing in
homeownership, citizens take responsibility for their own welfare in different stages of life
(Groves et al 2007). Doling and Ronald (2010) approach asset-based welfare from a similar
perspective: ‘The principle underlying an asset-based approach to welfare is that, rather than
relying on state-managed social transfers to counter the risks of poverty, individuals accept
greater responsibility for their own welfare needs by investing in financial products and
property assets which augment in value over time. These can, at least in theory, later be
tapped to supplement consumption and welfare needs when income is reduced, for example,
in retirement, or used to acquire other forms of investment such as educational qualifications.’
(Doling and Ronald 2010: 166)

In the housing literature the emphasis is on the release of housing equity for care and pension
purposes. This is seen as a solution for income-poor but asset-rich people in old age, and may
help to ease the pensions problem in ageing societies such as the UK and a number of East-
Asian countries (Doling and Ronald 2010; Groves and Watson et al 2007). Until now, the
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housing asset-based welfare debate has seemed to concentrate on Anglo-Saxon and East
Asian societies. In these countries the release of housing equity by mortgage products is more
common. Nevertheless, equity release and the debate on asset-based welfare are also gaining
importance in the relatively generous welfare regimes of continental Europe.

Empirical Evidence so far: International Experiences

Paradoxes in homeownership-based welfare

European and Asian governments both consider the release of housing equity to be a solution
for the pension problems of ageing societies. Ronald (2013) provides a picture of three Asian
countries (Japan, South Korea and Singapore) and discusses the complicated role of housing
in welfare systems. Encouraging home ownership appears to be an important policy measure
in all three countries. However, there is a paradox involved: how to combine the interests of
insiders (who prefer prices to increase) and outsiders (who prefer low house prices)? If house
prices rise faster than incomes, homeownership becomes more and more expensive. A policy
enabling access to homeownership for lower-income groups will therefore become more and
more costly over time and may in itself propel further house prices increases. The question is
what role governments intend to play in this respect. Smith (2006) states that in the absence of
active governance around the use of housing wealth, whole economies and entire housing
systems are susceptible to the risk embedded in a new financial order of owner-occupation.
She also points at another paradox: can a risky business turned into a safety net? Montgomerie
and Budenbunder (2014) also point to this in their evaluation of asset-based welfare in the
UK. They conclude in clear words that the asset-based welfare approach in the UK has failed;
it has led to a debt burden that threatens economic stability as well as social cohesion.

Asset-based welfare, household strategies

It is clear that asset-based welfare has implications for the role of housing in household
strategies as well as in housing policy. Elsinga et al (2007) distinguish three ways in which
homeownership-based welfare can play a role in household behaviour: households consider
homeownership to be an asset; households use housing equity in their financial planning;
households take housing equity into account for their safety net and welfare needs. Based on
240 interviews in eight countries, it appears (Elsinga et al (ibid.)) that although a roof over
one’s head was usually the most important reason to buy, housing equity was an argument
mentioned in all eight countries when interviewees explained their choice for homeownership.
Interviewees said they would rather pay money into their own pocket than into a landlord’s
pocket. The security of being a homeowner was not always self-evident, however. This
depended on the income of the household and the extent to which the mortgage has been
repaid. In some countries and for some groups of people (e.g. low-income households,
households with unstable relationships or households without a steady job) renting was
perceived as preferable for security reasons, either as a temporary solution (Finland, Belgium
and the UK) or as a long-term acceptable alternative (Germany, Sweden, the Netherlands),
depending on the national housing policies that dictate the security of renting. Renting was
seen only as a last resort, and, in Hungary and Portugal, as intended for people with no
financial opportunities. In those two countries moreover tenants were perceived as being
socially excluded. In Hungary, homeownership was also described as insecure, since the
timing and the process of buying could have far-reaching consequences for the rest of
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people’s lives. Moreover, the quality of the dwellings caused insecurities (Elsinga et al 2007;
Jones et al 2007; Toussaint 2011).

Homeownership can a benefit as an asset in three ways: first, housing expenses are lower
once the mortgage is repaid; second, the house can be sold and the proceeds used; and third,
the withdrawal of mortgage equity. According to studies (Toussaint 2011), lower housing
expenses in old age appear to be a common phenomenon, whereas households tend to be
more troubled by the idea of selling their home and mortgage equity withdrawal in the event
of a drop in income. In all countries, people seem cautious about accessing housing equity and
refer to their homes as a ‘sanctuary’ that should not be caught up too much in economic
considerations. Most people seem to strive towards outright ownership, and wish to pass the
capital on to their children and are hesitant to buy equity release products. The complexity of
these products is feared and the providers of them often face mistrust (Toussaint 2011).

Asset-based welfare and the role of the rental sector

The preceding paragraphs have shown that, as far as housing is concerned, asset-based
welfare tends to be linked to the homeownership sector. Within this sector, it may cause
inequality between privileged homeowners whose dwelling is located at a good location, and
less-privileged homeowners whose dwelling is located in a deprived neighbourhood.
However, the real divide in a society that is based on homeownership based welfare is that
between homeowners and tenants. Whereas homeowners have the opportunity to build up
assets in their dwelling, with all the risks associated with this, tenants do not have such an
option. In other words, ‘real-life’ homeownership-based welfare policies are considerably less
inclusive than the founders of the asset-based welfare concept (see Section 2) envisaged.
Rather than solving inequality, they tend to create new inequalities along the lines of tenure
distribution. This raises the question how to deal with the (social) rental sector in a society in
which asset-based welfare is becoming increasingly important? In our opinion, two main
responses can be discerned.

First of all, there are countries that are actively attempting to make the homeownership sector
as large as possible. Fiscal measures and subsidies for homeownership are instruments that
are often applied for this purpose. In the literature (Kemeny 1981; Malpass 2008), such
countries are often termed ‘homeownership societies. In homeownership societies, the
function of the social rental sector can be twofold. First of all, it performs the function of a
safety net for households with the lowest incomes. Secondly, the social rental sector may be
seen as a stepping stone to homeownership. Right-to-buy policies, such as in the UK (Jones
and Murie 2006), can be implemented in order to give social rental tenants the opportunity to
become homeowners and to build up assets. In the course of time, when the social rental
sector gets smaller and more residual, this second function generally loses importance. Norris
and Fahey (2011) have convincingly described this process for the case of Ireland. Right-to-
buy policies are not the only policy measures that can make homeownership and asset-
building more accessible. Various homeownership societies have also implemented forms of
social homeownership (e.g. in Spain, see Hoekstra et al 2010) and intermediate tenures (e.g.
in the UK, see Monk and Whitehead 2010). These tenure arrangements particularly aim to
make the homeownership sector more accessible and affordable for middle-income
households. Nevertheless, not everyone can become a homeowner. Those who remain tenants
are dependent on the limited welfare provisions of the state and generally don’t have the
opportunity to build assets.
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Second, there are the countries with a relatively large and well-regulated rental sector, such as
France, Germany, Sweden and the Netherlands. In these countries, the rental sector is
generally seen as a viable relatively long-term alternative for lower- and middle-income
households. Although there is certainly no lack of policies that stimulate homeownership,
housing policies are on average more tenure-neutral than in homeowning societies. These
countries are characterised by a relatively large social rental sector (France, Sweden, the
Netherlands) and often have developed policies (taxation measures, rent regulation, subsidies)
that make the private rental sector attractive and secure for both tenants and landlords. Both
Germany and France are good examples of this. In Germany, private rental landlords can
receive financial support if they rent out their dwelling for a particular time period against a
moderated rent to a household with a lower income. France has a somewhat similar system in
which tax incentives are available for both individual and institutional private rental landlords.
The difference is that the German subsidised private rental sector forms a substitute for the
social rental sector (a real social rental sector is missing in Germany), whereas in France the
subsidised private rental sector — also called the intermediary rental sector — comes on top of
the traditional social rental sector (Haffner et al 2009). After 2000, some countries with a
broad social housing model (e.g. the Netherlands, Sweden) came under scrutiny from the
European Commission owing to questions about fair competition (Elsinga et al. 2008, Elsinga
and Lind, 2013). In the Netherlands, this has resulted in new housing allocation rules for
social rental dwellings that have substantially limited the access of middle-income groups to
the social rental sector (Hoekstra and Boelhouwer 2014).

Broadly speaking, homeownership societies tend to have a more residual welfare state, with
more importance attached to asset-based welfare and neo-liberal policies, than do societies
with a relatively large rental market. However, this is not by definition the case. For example
in ‘home-owning’” Norway, the welfare state remains relatively strong. Moreover, policies
promoting homeownership in this country have actually had a decommodifying effect; they
have resulted in wealth redistribution within the homeownership sector (Stamsg 2008). The
Norwegian example clearly shows that the relationship between welfare and housing policies
is context-dependent.

The future of “generous’ welfare states

In the last seven years, the Global Financial Crisis seems to have resulted in an accelerated
welfare state retraction and rising popularity for the concept of asset-based welfare. The
question is how this trend will affect the relatively large rental markets in countries such as
France and Germany. Will the middle-income tenants in these countries be ‘forced to move’
to the homeownership sector (in order to be able to build assets and/or as a result of European
Union regulations) or will their governments develop redistributive policies that allow for a
transfer of wealth between the home-owning sector and the rental sector (for example by
imposing a substantial wealth tax on homeownership)? The availability of suitable investment
and saving opportunities outside the homeownership sector also plays a role here, particularly
for middle-income groups. Given their high housing costs, building up assets outside the
housing sector (saving accounts, stocks, trust funds etc.) is probably not a viable option for
tenants with low income.
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Conclusion and discussion

Asset-based welfare appears to have two faces. The first is the face of poverty-alleviation
achieved by providing people with assets, homeownership being a self-evident example. The
second face is housing equity as a solution to the care and pension problems of older
homeowners in a retracting welfare state. The Janus faced nature of the asset-based welfare
concept means it is looked on with suspicion by both left-wing and right-wing thinkers.
Nevertheless, the concept is clearly gaining momentum.

Research evidence so far is at least reason to have some doubts about the concept of
homeownership-based welfare. There are signs that current asset-based policies (e.g. those in
the UK) increase inequality. Moreover, the current debate is focussed on homeownership and
more or less ignores the position of tenants. Thus, current asset-based welfare policies are far
from being inclusive. Also, there is the fundamental question of whether it is at all possible to
turn the risky business of homeownership into a safety net.

Therefore, when the role of housing and welfare is considered, it is important to be coherent
in policy choices about the role of housing assets in welfare policies, in particular for pensions
and care in old age. In practice, such coherence is often lacking when housing equity is
considered. Are housing assets considered superfluous, a pillar of the pension system or a
cornerstone of the welfare state? In the first case, there is no clear vision on welfare and those
who have housing equity are lucky to be able to use it in old age. The second option is to see
housing assets as a fourth pillar of the pension system: next to public pensions (and public
welfare), company pensions and private assets. Assigning housing the position of the fourth
pillar in pension provision may enable reductions in other pillars of public welfare provision,
but this requires a clear view of how tenants can be included in this idea. Finally, housing
could be considered a real cornerstone of welfare states. However, such a policy needs a clear
and fundamental specification of the role of the government: how to deal with housing market
risks and how to prevent politically unacceptable levels of inequality and exclusion?
Experiences from the US and Singapore make clear that homeownership-based welfare is a
risky business that can only really work with huge government interference.

A task for researchers is to collect evidence on the application of these three options in

different countries thus to gain knowledge on asset-based welfare policies and their effects at
the juncture of welfare and housing.
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